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F C ? E I G 3  EXCHANGE K A R K E T S  
- 

I ,  EXCMAXGE FIARgET5 AT THE S E G X R M P N G  OF THE WAR 

A sfrgLe exz>z- :? rx;:et ~ n ~ ~ e s n e d  - by a unique exchange Pate 

4 -2 '-,ke =-  f". - p+?-t p - : L  sa:,,-,es ;,,, * . ,A ,Lerfa of' econmfc. t l - teo~g, 

- .  Ce::.,hoz,ia, 5yb-:c-.rer, I-,:> t n;skc=.;: ~r nsltfple narlcet-s that  date 

- - x e l z  BePsz-e t3n ~e*:;T;r5ss. T h e  s~erat5an af these markets and 

:he ~ z t l m r l ~  f c ~  tL25-  exfs:exc- have ehanrsd eonsiderablg s i n c e  

3efoye L - F ~  +"+~c;LH . % - A + - - - & -  . . . r?, ~ ? T ~ L U ; ~ $ % ? . T ;  tile p 0 ~ i c i e s  ; ? d ~ p t e d  wfth 

respsc- %a f i ~ w a j - + ?  . 6 s . + - - - + + - -  . , L",~.;uuld be usef'irl to examine t h e  m a r -  

k g : ~  23 b-3 +88 < e * *  & : -.-t3 ,- >*h"l:e:b 197 0 a ~ d  tl.xerr : b ~ j ~ i ~ t  ckan~es were 

2 2 3 3 3 ~ 2  t\*+ n r - . n L *  +- r. A P  *-o)r$hr.m 
- J  . . -  - ,. .-....,, ,.,,,, a l d  zntl t h e  203s of tradftjonal 

Prewar Foreign - E x c k e r r s  ?? r k e t 5  --- 
A", :3e be~:cn",-; z f  : 9 7 3  $??re .s;erte f a u r  separlzte markets for  

#' 2 * -= -$* -*: .Q - , ore2 zn exshzrye -.. - + . Ti-~ee -{:C;~E Iregz127 S-LT~C~; t ~ n ~ d  by 

322~ sOwan-q ,+r t  F c,, *.,A m * * *  -A*1 m e =  -.:- .+ ,- I* . :r - z - ? z x Y  % 5 e i 3 ~  un5?ftc%sl but  e s s e n t i a l l y  

I , F - -  U.:r,~lsZtl~eS. - 

Fkg  O f f i k i a l  - Y z ~ k ~ t  

>* 2- yk..-e ~ r * f r _ e f s a 3  -:-:. *.h;-h , = . " - A + V A A  xe s?;alI z a l l  t h e  o f r fc i aE  market, 

s~-.er@~.e< w ? . . ~ - +  .-i*Li+L 7 4 ;-.. - *:." - -A -. - -  + + " ~ t  T-.--  c x z k z z g e  c:a:~kec,s 5x1 any coun t ry  w f k h  

--,-p:--a-s :;.ere yequlrcd t~ c:ppl;lg f"o7 cxeh.,azge exckznq.5 conk ~ 3 : s .  -. .? + -  ., ,- - 



repa%-Zation of exehznse ~z?ninss, t h e  govcrment calculated in- 

depez5ently t h e  unit p f i e e  for the exchange obligation and t y p i c a l l y  

chose t h e  xorP$ p ~ i c e  f 3 ~  -" ~ a e  ccr;r~odTty expart5d. Wsing world 

p~,riccs 3~es:-z2~-51j 85szax?2god export e-s f-on u n d e r - i n v ~ i c i n g  t h e  

vake of gooza eapsrt-d in orEer to re-ain earnings overseas. Of 

ScuFse sfi exFsr ter  cczI5 ~ e t  arcucd t h i s  c a n s t r z i n t  b y  understating 

t h e  n~zL,er  of ~ - 5 t s  scl1. -4s zn i ncen t ive  to rega t r io te  a l l  exchange, 

~ C X ~ ~ Z ~ Y ,  ~ Z C  zcrenzzoz: -, se~2:tted t h e  exrc-ter  to keep 15 percent 

of 2 5 s  eapnizqs st~*:e Q ~ Y ~ F *  Lw,hA 2~ c a l c u l s t e d  value .  

- 5ef3?e :<ZTch of 5 7 . 3 ,  i h e  toremmen: t m d i n g  cospany, SONEXIN, 

- ,,ZC a iz' '"A *k " 
v Y Y ~ ;  ECZDPO?;; cri S ~ t h  e:-:p~r:s 2nd i m ~ a ~ t s .  ?>Is  monopoly 

c ~ ~ : ~ n ~ e ~  Fo2 2 ; ~ c  after ~ f ~ p ~ ~  93 21:. lxpayt t r ade  t h a t  re- 

*':+ -we< ~f f ;, 2 2.22 I"LV .%2.%1.Ffi T* - *P .mz - =--*+ u%-s.* d !w+eL -,+.+?>: ..-.t r ~ + * ' + i e r *  ils3 3ljT TfiZ EXACT DATES WXEN TEIS 
1 ? C, ' * 8 +,*- * :. *. =-. -.- + &?a p .F Xr 2-k t ' b + '.-r 
mi*.,S t~,--.;.;s:,~> C . i j  :;:; C . - ~ ~ L , . * ; 3 r ~ ~ ~ , ~ ~ C ~ - - ~ E ~ . i ~ E k ~ S  rfzzD A DP$jCIJSSXQ?I O F  

s~$??xT:~; * 5 ~ ~ y ~ ~ : ~ ~ ~ ~  2 " 2-$a a s -eaf e ~ s  xaz-e nIlo-;icd t o  Inport goods 

2: t3e o c f i c i a l  exckzn;;e :*s+e k ~ :  they  rere roqufred to make a p p l i -  

C2F- n ,,, C h+lp.l..Y.k F lm-L -=y  - * *  
w -  k - 4  b e * *  d , d $ 2 * m  .->iJ+"2-?-*;..R.. 



fo keep betueen 20 xrS  30 pereerr",f" t h e i r  e~ . rn ings ,  dcpendrng upon 

&..  he ~@mxodity. The pcrgose of  & h m y e s  c a z ~ e n s 6 s  was t o  s t i m u l a t e  

t 3 e  e x p s r l s  of nfns? prc3ucts .  The exchanse c u u l d  be used by the 

expa:-:e~s to fa3or: f o r  "ha--  ha-- elves o? could be sald at a free m a r -  

k e t  pate to c t 3 e ~ s  z k a  %;f shed t~ im2ast. 

m-p* -2 --hL C 
- I ~ A ~ ~  keep e l t h ~ ~ *  xse or sell. a p o r t i o n  of earned 

f w e f g n  exe5azse yro*zrled 2s icces$ive t e  e x p ~ r t e r s  t o  b o t h  fncpease 

?2XDG?f S a32 to exgm-2 sf f t c f  z l  Zy 23d declare the i r  erchangc earn1 rigs. 

*=,> ine IzceztXve ?:&a a $erAqtlze oze 511 thzG c e ~ t a i n  consuner goods 

~ 0 ' 2 2 6  3e 5zpo~";ed on13 x Z : ~  f3ch-inz;~es c ~ ; ? . r ) ~ n : ~ 5 ~  Funds and s i u e z ~  t h e  

excbzz~c zarke-, ; 3 ~ r , r , t ~ ~ l ; f ~  &-?;zr:r..-s c~zt r iezs~fs  s s l d  for a premium over 

$ke o f f f z f a l  z+z:el 

'21 ~ * * e  ekr-.--- '*ba*;*ac .b++ t33cc2?6s 582 3~ ~ % f ; l - ~ ~  L V . . ~  x.ithTn six months f r o m  the 

. - rient ~c .2  :;he ~ x p s y ; ? ;  - A ~ - = . - -  ..+, ----9 ,+.,, Ir. r ~ f  e l s  3t Y-P: of  f'f ~ 3 . ~ 1  rate.  [The 

exchzcze izse;? >:as kcp: st :!~e cer.%r91 Bzn2 i n  zn ziccnunt fn t h e  



Pt &his was approx2mte ly  33 p e r c e ~ t  or t h e  t c t a l  cFficTa3 market .  

$8 m rbe mwd.n5 gas n e a ~ l g  $3 n i l l f ~ n  i n  k5?0  aria it ran at same half? 

a mllkion doiXa~s  z nczth 2 3  1971,'' (p+ 13) The free rate kn the 
* 

.- 6cQan~es ceipenscs zarkre azs ssuzfLp skfg%tly above t h e  o f f I c2a l  

K- raze ,  evez berope t he  uzr. ,he f ree  Fetes d u r i n g  3.970 are s ~ O L ~ I  

L- * in Table 1. T2rcxght2a% , ~ s  ~ e r i o 5  t h e  o f f i c % z l  Fate xzs 55 riels 

T a b l e  1 
'- * 

AVERAGE EXCHAAGE RATES XA TME ECHANGES GOMPENSES 
i-tARFEP (REELS PER DOLLAR 

Rsnth 

Jan 

FeP 

RG r 

60 J u n e  

Rate - 
84 

99 

98 

90 - 700 

The r 2 ~ 5 e  C? ; x 0 ~ 9 5  th3t x+.r"2 ? ~ r z f : l t t ; ~ d  LQ be i z ~ e r t c d  under 

&chk;a~zes s:zo ccr;s",e~rr~zb:;t zreatexp and t h e  dcp-r*ce ~f ~r;:rt;pol - 

cf 07 ,+ +,6,,,e s + ; - ~ :  frr,3cr';zS2c a ~ 2  ezr~or",able csrr~rp,o3ltiec was pub- 



p?oceefis x s ~ e  a~cdPCeC ta &he e x p c r t e 2 s  zscr:!rn+ in hls Cambedfan 

93nk a2d ke xas 5 - 2  t~ use I t  te fcpo~t htozal: or s e l l  t o  another  
* 

f n p a r t s ~ .  7% sgs2eh xas essentiallp cethad of +IZacat$ng 11- 

c ~ ~ ~ ~ s  f Q? 2-d--+--a A..,zd;r.. &% 2:5L@ -5s i~: ~ e s z l t  encs;ir~r25ed t h e  overinvokcln~ oaf" 

-%,@ pS.*rr- exsoyts .. ,,=, ,,u L . d w e ~  the dc:lal- ::zl:re nF e;=:?i)rat s the greater the 

$**.* ,*. *- -hL - L ~ Q  e>-q>-f-ey z , q - & f ~ y . .  * 
- r * : ~ 1 ~  SA~, df f i ~ 2 . 2 f ) Z  a - i . s + i _  c p a * -  - Y  - 

Cf.Y+,5 hi$'% C$T.%.& f s y  t5.g ~6g;5iiE.fter t z i j ~ p t  s perr;tf t-t;ed wf tR 

$ f ~ ; ~ , ~ q ~ ~  :,2r:5:>32:4-r: af.3 :$-<: .'j$s< n-Zj; lit-; Sf + - +  
* 

- -"sL-.-.,L.-.A .-A*- --a"-A,.-L:d -i, c i d  f nsq t l c : ~  pamcfit of 

r, Y.G, 4 -*-' I., +< *z l l  Z C  S=C\+\ ~ L - = - c  t r .  
; .  ~ ! 1 ; : - y * ~ ~ . - . r , p . - -  C;C++&-<Ti-  " - I - ! -  * -'.-7P-* * ,,.- 4 ,+ * \< <:, 1 :;. r; 7 -  2s- , : - 1 .  :>*:.?+ c.&.Ll.,,l!..ry c62rrtalnly I,& ..=. - .-.. ----.-. .----.. "- 

;-:,a + -  zc 3 $ ~ y ; ~ ~ ~ ? . . ~ ; y . ~ ~ ~  2 7 ; $ < ; ~ \  cF ,kir;+~z! ~vb;-.i.;;z.~,d~2::+ - - -  : !.~,AS, br j th  of' t;kg 

gc&2.5Tef, C::7Q5E.5X ~~~~;""~=.;1-" *+  + 
---me-.-- . ,. , , ., lic cxg~i:'*b f ,-,+; sr:d t kt? l f n ? y t  f tr;rg, ergatad 

A,+=%= ? - + i z :  . p.  - , - . r : % , x =  * %  * * p  ...sr ~ c z ~ R Z ~ .  ? ~ a  k ' i , . " , ~ ~ ~ ~ ~  .:;?rk<:~ls. ,,,,-,, ,&, ..,,.,. *,, . * . _  . .. I J I,:; ti J Z ~ .  $Vzz TETE PaBTHE- 
-s =:* ' q 7 .  , _ -77 =* "? - p ,  I=-,-. +=*<--.--+ f .Ct=.*$;..-my 3.,.-7--if(.T.vp 

a .* + ,. *. Vh - - , + ;':i7.2 - v .~.-L,z:: ?,. . . ? ,  ,,, , ,,,. . : ; < b e >  ,!is ::'EL& ,',S IrpaRTS, f 

.fi+-=m%.lf3 T;-+-m +-*-> -+-e ,>;+ *.<>m*P*- * -  . 4rrh.. + a , ~  Tk*.3 w + + + - - - - - "., :-.L: , + r6 c-F c2 f v . ~ s  ','. p t + ~ b a b l y  % I S t l e  ham 

2' $Fie S;:syeTi -=.!..;I ?,- -;'.-' ~ ~ - p " , p . . . ~ : w , . - : ~ I ; ,  &' y r - . e . , ? > *  - L ' . r * L  
. . ..,.> .*, . -  - ,,.:,,+, ,<, , ;crt ( 2 s  ?;el!, 3s over- 



Champte EFAC 

The tkzrti  o f f lcfa l  exehaxge aarket was the niJ~np.t ,e Ex- 

* IT,& - r 1 ,,,, w,+~on 2 2 5 s  A G Z , ~ ~ S C F E ~ S ,  IZQZ 2.: EFAC. The was a fund 

- 2=arsned + - = +  2c p ~ c v i d e  p l a n t z t h z  owners, prfxa~ily ~ x t b b e r  growers, 

- G,%% =5 excnange t~ 2 n p x t  %he ftcns necessary fg r  rnaintainfng t h e b r  

szz?aZ%ass. Tez p e x e n ?  of %heir e x p o r t  earninf;s ceuXd b e  set 

b -.$4 ane us& 52 :k~g ~ 3 1 * - - * * ~ - - -   LAX^ * a &- -a or  saXd ts o t h e r  plantation owners. 

,zgort 2fe~ztsez xere r e q ~ ~ ~ j  53 U T G ~ Y  ?OF the exchange t a  be u6eac 



T h e  foxr2h zf.,s=.ke'; w z s  caLle6 the saxs , c c ? y ~ i ~ , ~ $  mzrket whfch 

yez i zy  ~ ~ ~ ~ $ ; ~ ~ a  t%e ckzrp -, T * - - " - L  , , - L X ~ S  * F A  @ z ?re? mar*L:.:et f o r  @apltaTt 

?lG2?s 2-2 ,,,a, 22 ~ f f f c i s ;  :zT~T:, f-t?cr*.ts- - It 2tZS Bar;fca'I,Ty 8 

e~g%as:ge S;ZZ.S csyA;f s . 2 ~  3rz:-~r+c l x a ~  ~ € 2 5  t -ypf  c.zllg * 1 - . - . . -- . 

?If + h * T i r *  b&? H L c  t&lztc x j -  
c h r m w - S  as.LAl;..aii ,-;a, ,QT &~h.>+r~;,~z; . . . .- , . ~ ~ T ~ T ~ I ~ ~ ~ ~ ~ Q ~ +  . . ~ i l t k a ~ l i < b  

-" 

S~ 3e 352 ~ ~ T ~ ~ c ~ ~ ~ . ~  yeG,%c;~~ $$)t?~ !% ~ ! . ~ t : ; - : t ? ? . i  T b - r x t =  . . , .< *!<:.. 1-1 Seen w a ~ t h  Teas , 



E ~ L ~ A ~ ~  iaf.;= --<-- ~;r e * % - * - >  b,,. ,, ?--+  ..Ll,, sar tr~es  cf 5::n::nd fz lb  free r;*ls?liet ex- 

.. - . ,< . . , " , .  " -- .>,%> 2 ,  ,..,:'.,. = .*- ., ,-" ,-. <; !. ? . -, *,-. ... - - .-- a,,? :e,:,, ;,,-. r;,.: , '- -- -;< ~ . + ~ ~ ~ . + ~ - - - . . . - c . i ,  . - -  ;.+- ,...,-.- ~, d ,..-. A , . . - -  . . . . .  . ..- ; ." t- .i ", $C z z ; ~ g y " t  ~3 

,: ,.-, ;+--* * - '  - +> - ,... x- , .. : -.> . - . . , , -  ,- - I , ,- >-. . ,  .L ...,, , < ,.i -, !-. ,? +. , e T:  *>*, 
+ .  - -  * : . - ...., ,.. ..-I ..... .:- - . , , ,  i *  + <...: 1 >~ .:.,: ,.j..,!.&%+L*&cz 



2nd ~ a ~ i ~ b r ~ ~ G ~ l s  e -D-* y , : , A : . ~ ~ b b  *c ed to f z p c ~ t  s a n s  devises without, any 

fn 5c:h :he s s ~ s  2e;-f ses mi B r L  5% &zh-;t?r,~es csm_n@ns6s markets 

+ +.he r a k e  .;;on x % : c ~  581.iffs xere c ? l ? e c t r d  rls calcu:ated using the 

of Tf Gill etrc h z z ~ o  ra te .  7%:~ z ,  t h e  ~ c l y  p r e ~ i i u ~ ~  i n p o r t e r s  night pay 

xaa :f.e .~r&zrrr;e ya:e jfffer~nii~:. Since f hzy vere prav id ing  the f r  

"A&% - 
y ..,y, s* %$e szzT <<-~*:;s<>; ?%*..* *ha?* *Z*;-pCyt?".. p:.-.--( y+,Tcd *- 

-.- .-.. -._ . . * * -  , ,.A ..,, ,,$ *. ,.,. i.,;;.,,:.>,-& 3~qgi~fl ' f ;ed f ~ p  fm- ." .. - 1 . __"_ *-"-&---. 

a,,. . . w * - v & ,  - ,MS.- a \!-9 ~ ' . . ' " ' . " ? . : h 7 : , ; ; ; c 3 ; , F  $??*C 4 1 * 7  ?; ;<*  -d-*- e <  - . . - ?td, A ,+ i e  L., . * - -  Y*:A.L ab~.i-tf-+U 03.g f o ~ f t h  thg 



IT. WARTIHE DEVEEOPKERT OF THE FOREIGN EXCHARGE MARKETS 
AKD POLICIES 

- Y + ! ~  ,,., - . m b n e ~ , , ; - - o G 4 ~ 7 . r  li,,l , - , ,x, , - , ,  n cf E ~ f z e a b i ~  Af3 c r ~ ~ ~ 2 3 - t  i_ni,cr t h e  Khmer 

- C ~c~~-,~;;:~;; ,*ccspfc3 ",;e -,zasas",ro:;s ~ F y e - t  cf the :.Jar (Yn t h e  

-.-,3 r .,;:id2,:. -.+- :zf ~ ~ g . ? ~ t s  ?+sLz zt. ~5 *;37~2-- t 7-7 . , iL;lc= in 3 n a , j ~ m  rr?structuuri;t.g af 

"* ?> *L., A 2 *, ,-.s CIA*-&$ y:ye:z-z* c%- , -k  PqTp -- -:- -- r? -- 
~A . - , & :  L . L m~11.i; 1 PIE rtiifrket s y s t  ern 

A 4  :*:,- +:afl:-yaa *.>,c e ~ 2 . a % . ~ ~ * ~ . .  V .FA *-A - ,,, .- ;-;a? a>terr,r';e2 t , ~  : - . < : - A  L , . i b ~  exp::rt e ~ s  ane other  



F* The e c o ~ z z 5 ~  rzZZonale f . .>z s  3 re,zLis~Zc''  eschange rate was 

- * 
I r l s ~  c2~ar22  pen by the r l , E .  clZssics. 4 hfgln exchange rste was 

<5*..:$s<.....-iTI*. 4 .  1 .+ .-. ..*", ,, . .- 
..+ *:?:-. ,,. <r , , . ,.. .-.-.. ,, , *<lf*";.~+:j t, kt: r , . ; - ; ; ' :";"y :.Q:; 1 jc.:rj, ~0;:ip beya l l~e  t h e y  

".-. . .~ - - a : , ;  , , , I - , ; .  -. -.... r i  * 
. , * .  . . . ;, . .. . +  .>...* -r... :,,,,",* $ &%! i. :; : L  *,; ;: :?<> :!.,! ,:. ; :.>;I 2 

. ~ + h  - - . - :  , ' , i . "  , ., . ." , > - -  - .  .: ' I .  i "  . - -  . ,. .% . * .  ....;:*?; ::;.-' :: ?.;;rlLi :?:' f'/<j 'i!.ir.~:.; (33'1 cxpect;& t;p be 

I *  1 . .  . : . 7 ;: ;:> -r* ::-. ... ." .. .,, .7-F-, + .s : ::.<> :; !* y, ::::, ~ c $ ; : ; ; c ~ ~  w i < ? ; ~  *, ;; -!:a;? ; i<~,~(yvi;>~ 12;i:!?ij ? + f t g r  ~~7 J=HF 



' a 

The xz.!~ -.-: .li_L -- a=i3i? ~ r r i ~ l r e ~  2x2 issued t h e i r  repar t  in Late March .\q71, ,' 

I:.-y viered the %at erj a1 ~ e p : ~ i r e s e n t  s of n z i n t a t n j . n <  a lcar economy 

L 

LO 5% ~onsPZerzbfy b e y c ~ 5  Zhe cagzcity sf' the Khzey ~ , y o v f d e  and 

'-*-sax * a, L zna-yeidzS1- ~ : ; s e r r ' , n f ~ a t 4 q ~  if aid n ~ t  given in the 

- 
L - Z ~ ~ U Z Z ~  2nd f ~ ~ r r i s  r,eazessary. jri r..zrEic;;l.rzr* i,.*ip~; were canceyned p ~ i k h  " 

4.k blie * -  2-3, c~.acuy+r;:en$ ~.;5',~~.r;;--c2s - -  ~ n e t  xere at tached to t h e  CIE, ,  

fearizg zkz:; these y r - - - 4  . = a . ~ ~ ~ c ' ; i 3 n s  >:~-;ld t2tally dfsrup: t h e  co l ln t ry ' s  

r?,c;-:lai ",ra.ii:.; vate,?rr;s as ;-:.331 2s  i--r.sc:~ lt.,na d e l a y s  b e f ~ 2 - e  m y  
. .- 

- - 
g~zc. , jz  2 c ~ - G 2 . 7 2 ? r  ,. - t.78.y,5 .. .-: .- .... -. Y .  -.," P = - + L . ~ > ~  .: - :It+ , . -  - r; :*e:iuli; , ?.hey pr -o~osed  t;.he 

- 3 ? t ~ k . 1 : 5 h ~ e 3 ~  ~f -,.;;';;;i, gk:?~ C,O iie ; . - ~ ~ : G ~ ~  25 L . l  t f -  -- .d c x c  i~an!;;e StaSZlization 
.= 
r* 

c';*::y*- r* +. ..- 
s , L . l + ~  CT +-;;y4S 2 ,;i;ilt;~~~%,~y~i f2ri2 . , . : j i ~ ~ c  ~ ? - t - - . -  ..- zLeecJs c v u l d  b e  used fop 

~ ~ ~ p o r t a : : ~ . o : ~  : a ~ ~ ~ i  ~ 2 : ;  :; ;:;?C?~ 0:7 --."-? :$..i,' :.*e:~t; Yo.? arr;j excllrtrtr;~~ need . 
*-- . A .  L;!:L.ct:i't_ +*" " . " ? & .  '.r7r;e , , > * A  n i 7 ,: :j.: -. ' 2 ;  . j e i k *  ~.*,~:~' 'dri;< k);;~ (:g~?,t)$sed Q?' 311 t h e  "" -.. m 

?? p - .  . - *2-1Qel+j- :.; ;.:;::z%>:::i:;;:,: :+:;::y?:s .5: - - = ; i x  I 1. -. >*:=Li!.j;;f> crlz ; L ~  (=iLA (;;2m,iJ t? t j l e  

qe,+>-.m ,.-,ra -> .*,.... 
A +  , . , ,. ,,, Lr,;i::pi.::::.f: 2 . ~ : -  f*  i :? J Z ~  i,zi: dy33.j i~!-  rsa t k , ~  ~ 1 4 ~  (56.25 

*=  7 : = ,<7,* > -..+-.. - - - - <  ,z:..;;j ::ask .:::>::::*:Skr,lsr-,=:- rjr 2:  ;I:::;;;; $25 t : L : ~ ~ l , ~ g n  f-0 be  ,qa(je by 

fr+lez:j1t: : r ~ ~ ~ . * ,  13s ::BTC, ~ f '  ti-;: ,,,.:+A ,, ,.,: .- * . \ f )  5 fie: KIirrjt;:;!~ E $ g ~ b l f  c , ,. . 

4 .  , 
+, 4 L ,  :Lkze:a ~ a ~ ! * + ~ i : : ~  ~ ~ : < : ~ : ~ : ~ L y ~  ..,, p:*:A:; Lri;;:; 7,q<;:.i 1 :: :+, l, ~ ( 1  k r ~  .I-rLcc kle fund 

--, 

. ,,:e ?. . a . J , 2 , A A , a ~ ; t ~ ~ b " i  . 7 r ." * - F.;~..-:~:F % ;: 7:: ~ i , - , . ~ \ +  , ? * ; O . . t  
. *  . .,," .. .-, ... ..- .* ;.- .,...d , -,,. i;',r;:i ::'zit ill ~:;t'!!;.:t"~!Jp z p p , y ~ ~ i -  

?;?-,el;; $22 7:;9111<- ;:.;!:A y e c 2 - v ~  2;; ; 1 7 ,,r,: .? p v ,  ,- - -  -. .., ,.-.; ,,- ;,,j c~::;e< Yt h 8 V i r 2 ~ 1 ~ o v e d  s e c u r l t  y 
. . . t.7:: -. .-F .!> ,7 ;zy1,: C -.-:., ).a {> C_l * /-. )? 7 ,- ..* ,n I ; . .; + L ' 

* - ,  
A -  . . , . . . . - , v . l . , . r  d : i ; ;  ?:I< ~*<?i%;:::j.re:::i?:~t would decJ ine .  

" .  - : r t  x::.? I > ,  :-: r x  rx,; ,-;,:: : : : , 7  7 +, ;?,?; 'f'rfl;? ;$~;<:.~:.:~::<~'; AL-:.AT>T-. ,.. ., . - -.% .. .- e ., - .,...I L - -, . .. * ,  L.:- . E L L S O  proposed 

.7 
. . ., c:>r*"i-,<.. .;f' ,..-.;-..,: . ,  - ,- i".; .,.., *.-' ,-\ P- < -  -. ,. > p 3 q . t .  ,. .-:"-r,.-le rrinr2c'; for* f ' o ~ c f g n  

.P  5 : L . , - . . c * '  L / 4  L....,Ii+:,r .: .-.".- * ~ L ~ L . ~ * I . ~ ' - C : .  . A - L ,  I I J  ..& . . 

6% v <-:,z; .4 "A* - ,,$-.. C. q;: I .  .. : ..-.,.. ..- . . &*&.;i$. .;<> 5(,? T.,.r*,.*--.-.- , 7< . , r ;  -r;,...*tc.+>-... ,.,, s . ? . + - & , ~ . ~  I , - ...... .., ,. : .,:=:. : ti::',i t; lip i?ani:cs 6'. r. jLr$?F;LRtl5E?S 

~ 
.V!*l v>2 ,,.> 2 - '.> ;., :.:* - ~ .- *. - +. i. c ,  <: L". 

* -. 
-.,.,> * " - ( : : [ . . ; :&: :~: ; .TV >iyL:.; ~ ~ > , ~ l ] : ~ j b J  > '4 -, ., ,+- 1, A - . ,, . - .., ... - * , 

a .  >*?!  *- *, * :,,;A &:!:. s 
. .. . . . <:;*.:; . . % . ! < . : f  :: - . ..., - " * > . c :  r > r . :  <-, 

- .  
7 . : ' ;  r P  : ,;:, . -5  , . . , . . . ...,.. . ..... ..., , . ,  , ..:ij ,, . . . . . . . . , i i /j,::J:,;gtrrrpnt;s 

. 9 t : ~ d . k  f r y  i:;5 r : : ; r \ , : : <  . - : * 
. . 

5 ., ;.,, ,.... - . .,:. ... ., i ... . .  ..,,, :; . " * ;  ,,;:.::b:g.):..: , : L  ; . L P  - .. t. i;:;: 1 i . r X / p . . * . i  . ~ f '  res<?r+ves 

J; ! 



2 ~ 3  n ~ a . - a ' - - ~ i  - 
p- % b., ~ 5 . .  L" PZ ~tee :z  - gezeratir;q ,-:c.r:nt erpaz7:: Fur,ds f o r  k-,he budget. 

T?e z;"$ - - -. - : P .? = -- + + . n-2  ,- , .-a ,,ir. a m 2 . t  ;b;5e:illtr L. 2.3 r . 2 5 ~  ~ J Z S  2 ra te  or 

?"Q S ~ A -  ~ l ! d  ,?fri212= ~ 2 f - e  ~~~~ 2 ~~:;fr:zyz . ? , , - c ~ ~ a n ~ ~ : ~  $-ax.  Seear,6, 311 

A" :=> -0-  

<-<"?.-:----.-9 '-9i7?~41"5, f ~~c 3 :;i 5 31:: ., . ,--..,l.r.A, >,-eye z:_7 br .  rae-+.  ,t.i.,i:-e:~i to d e r j a s i t  120 per-  

. c-,*:" m. f + -La -: . p - ,, ., .- - -i. - ,  : ~ ? f  2::\?pL j ~ ~ ; ~ - ~ ~ ? - ;  2 1pZ-e~- cr c,rzdft;. , C E. -4. ; 

; \ . ~ ~ ~ ~ ~ ~ ~  57 f ~~~~~ ~:~:;~~;y,:: . .er;.~ i r . : :  ?.$z~ ~7 2fi . i; fie 1; recornended 

+&,2+ +-is zn;.-: 
Y.lA--. Y L ,  -Cjhrt-21 ex-:f̂ Ear..qe r z t e  b ~ ?  2: 75:1, 

=.., &-5 - -2 2 7," &, 9 r.-- -5, &-i *% 4 ... .- - 
- +  .- . . . . Y d . L l i l l _ . .  i . A r ~ L - , : ! > ~ ~ ~  *:;e:>e t i ~ g s  flarqed i r l  t;:cg yeqiect ;s,  

- ,c:LyC_ ' %-.lr- - -,,,, adl-zncct .:jcft.cs::s 2; 2i;i.rj  ye;:^.:^?^^,:. r c i ~ i ~ ~ c ~  o n l y  d : i s r u p t  the .  

r:c.-c:ki. -.=:a;: i-r, ;3-p:i~:bi -j-,:f~y:;+?~, :-; :, 2 - n.rr;i L . ~ ,  L L I ~ a ~  r IF J ~ : I ?  f i n i ~ r ~ c e r ?  t h e i r  o p e ~ ; * a t f ~ n ,  

76 2 j .ZC .*$3315 - n * ; b +  - - .+ ...* r .. ~;.:c:"..%fi::.*c. * - ?::',*? ar>d less colrnteppxrt;  generat f or 
4 , & <  Q : +, I-.:+* ,,, c .-.- 2 i ,:* .; L t+"-- 

<-.;... A . > , , . - 6 w s a , , .  ::;I~P+ * +  + - - r - -  L JLK L O  f ' t t t l l r f?  use  o r  advance 

exe;?:>w*,cl> +a:.*-+. " t'"bi* ..; ,j :-. !,? M -, *,** e 5 \ -0 .. ..m b Y 2 ..: *.. ' i :: *, :LC.:> :.: *. * * , > .> - ,. ; , ;y;{> r t  &*-, 
, ; ', " ' , , :,. , , , i n;i% flaw, isas t h e  

d+:.'.5ty3:~2r* , .  w 7  . ,-:.. ,,.'.. , 4- , ;,., ..t, 7 -  : -qT.: c :  f ' sy  sc!r*,j ucf . l c  ad j ustnefi'c s . X f  an 
. . + .. < F . : ~ - ; . ~ ~ ~  pg4c .>Jb2<  y;i?,<! :-s :? G;:>(>,*,*? 1 r F - , r > - : < . r r .  

A.I1.*- .* .,.. , ; . J ,  A. ,,.L r ' a t c ?  ! i ~ - , r  car1 one substQrtt  f at6 

. %):2r, so:-e f 3 x u y e  ::i~l.-~>~. ) y * ; ~ > l - F ~ ~ - ; -   it. 
. . ,  . " 6  ? ,  : 2 3 ,  one 111629t 



r,s--'=+ -4 A a .  --"<.&'- l a - ~  c b - f * ~ d A 3 L i ) _ i r e  Cecfs loz  r;;ock~rzfsx ;;:::;at acco~z~3daf ;es  b o t h  of' 

t%ese z ~ ~ : t ~  ai.rQLS. -- iLig xas un2ei.;tl,tediy o n e  or the  ressans  f u t u r e  
5; -Xt,-r- 

exc3ar,gf 22-7cstrr,.*-.2,s .*:ere sc. d i : ' F i c ~ l t  t~ obtain m- a l m ~ s t  

-. - 
-a-'3- 3 ) -  L CL r;>lz f;'.;? ~ K C _ > Z ~ E  - yzte zfi nc; :~u i~ ibr- i~~ ,7 ;  level. 

-.. 
n ; ~  .*L 2 I v c - - -- E ~ S S ~ C : ~  A -.,.- ti.J., ,:; t h e  l;.:y 3 y c ! ~ ~ 7 ~ . 2 1 ~  ~ a s  Y E ~  kne: m0s.t part 

5 LL..illji.rli .: fr,-.l.lr: - p c G  : ~ ~ l r r z t i : ~ n s  3:p:=e ~ ~ : ~ t t ? : !  :2~b,y(t S G : : ; ~  <%~*eas, Tkle 

-Tp- PL. -+. 
-.~,~,,;-j= %c ",;e ~ r ~ ; ; ~ . ~ + $  7 5 : :  p7- ---~3 

-,--& - -Lb31~. ibL .~!.*e xas predictably negat ive  
2 c%dzt?e ypje 57:: 2-j-+2c4-+ a -.A'--! --- . . - . -L- ;iz.;c..;2tsef3 :.;ss + cd7 L 1 2 y i ~  - -, 1% was a l s o  bel ieved 

& blAd., -. d .  22 uyi';$e< I-,,:: 2;?ii::L ~i3 ; :~ ' ;  - + ffxZ:;::e 5 . c 7 ~ h  f3 : [ t s ik le -  ~ ~ y n ~ r ~ ~ s  2nd 

I+>t.-*+. 4 ..,... ". -. 
A ...,J,L.A ,>.> k:Lb,~:; e:;-::.l;.;;,;"~+;* r.~;~sta:-Lc~;.--;:,::IrL,,rt~*t~;~; a:ld ;;jij2 Tyeas::py, 'botB 

- *  C *. . :~.~.?~~:~: .2; . : :  k:zztr:::r:,; ~ f "  ?.?+c: ,,.f:*4;:.t:;;bli;5tt T J ! ~ - , ~ ;  < ~ . ? t '  b r t l a n ~ e  ~ ; f  payment;$, 

yc: T1T;2;tC e",.~: , h.;;ps;l ..-... .. -;,,-:.,.:z~;. I+ *;!:: :.:;+-! i7p:- t , : f i&er$~ a:lrit 5;s cst;i.lc-.r d o 3 a . r ~  " . . " . . - . - " ' . E c s +  

2 fi :: *. + kJ P &,,.+ t .,: hz- *  ,-: :- *. L.> + + I  . 
>d . e ,.. y,,+z ‘2.2.d. 3 ? : - - f : - : l ~ 2  - , i.l L, s3,iL-+L :.&a$. :;;:~ci.a? ly invalved in .-its 

*;<.& V T  :: *> - *.) w, a >- & > ' '  i>. ,; * :; :; ? =..,,- A-Y .:- ,. " . -  , e x  <. \ , . . . d  ... * b2t;3..i .- 
:.:I:.;<: * . - r j c - f  f ' & a  %-: .- + .>. .r ,- .,+a 9 . *-., ,.. . ,. ,. z ft.?t, -.= lor.:; t h e  I!$F pro- 

* ., 2, +- *. ? " > ? , ' :-, $ 2  ),a '. ' . *. - .- '* *" 
;+V..>&A+ -!:.--: , .....,.. *>..*! . .t.:,,,t>,:k t,jrr:l?; t;ii~? x:::' 51i~:ji~'I~' :lr:j 'r; be ;zvallable 

- .  ,, 
:'L:!3 ::,:!;:.:::;;,::;;: L:,:-;L;.::;:.:::.\>s :::::: <::.i:,,L?;;;<; *.,z@F.L;.;:;i-,Ay b ~ i t - ,  t h e  theory 
i 2:" .-*; .>" -. .& : 2 2 L d r i l i i ~ . 2  i * : z ~ d s  15:;: $:> ;ti$; ::i*~ i l  inn cnonoyny, shou ld  be ----- - 
? +--  i q -@-3 ,- +, . : .. -- : ; .,- ~ r , ~ z i s  i k l i i :  3,rloi;;d kt; ?,ha scle responsibflity 

2.5 x::?:er 2-2 2~ f'ir,>z[::?- -!A: 9:. ~xr)op$, napfiines ( ra ther  

i- L q m  
b " ->.  

" . > , 1 V 7  \, ;c..lc,. t2zye a'_: :. : x c a g ?  c-:.c. */.A i f j iLc - _ I . - C  ;,;> .-,;-- . TT: . r e  7 rnoh.il"fcaiion was based - . -  
S-F; 35 eop,-~,cc.i'fi u.+r-,d-.;cu - C'311$C-~ ~ ~ p : 2  . ~ ~ . ~ r < - ~ : , 4 ~ - ; ~ ~  

J . . , . C(;LID? i c a t ; ~ ( J  t h e  ~ p ~ l a & b i ~ n  ~ ) f  

+ a . , y- ?- "- - - ."a ,- 7 : : <. *- a .- e+. - - .-- --;---:z~ip,r It .>4...... ';-:'.e ? ~ : ~ ~ ~ ~  >:;.:,3 c 5 ; ; ~  t k - 1 ~  :pL~lfn~; of' f j d  was 

~:;e&"?:; ;.(> -cfi>> -L,:-.. ?+>.-%e . , r w : r > n = - F  *, I:! o c t ~ ~ ~ t y  '!,i;e :;.Id wits meant to replace 

: :  : 5 J ; ., , t h e  dornesticl 

.I-; q l - w n :  $2;: r."!TF> 
U-.- *-. - , y - -  ~f .Lx;<:.$x':c ~2 5 " - -  ;:n : r r r ~ r ~ n r r c -  . . \ r  * ( :  . I c y  2 .  . WnaL people 
3 -? <+ > -.- + -* ; * 4**, 
* -+  t,.; . + * .  s v  <:.; ,,@:- :Yi<?y ?-A-r- . t . , C ,  ?,LC.. j!:<:.;:i:~? ia*>zil: j  W;S f p y n l ~ ~ a n t  f r c / m  u;! , c - r n . , :  

*i?.ic2: "\iA :.'!;..'Y&&.jl.".* .- r;~:::; :;:' . + . , . . . ; . I, : i.fi f a ~ $  , a q n y  ~r t;hg 

c- 
*'. 



- .+ * .* - - -.-a - -" . - 
F. s: +-', ; FL<: 1;: - 7 7  ?%;.-a -2 a~;:;.al:.';~;~i~.t h , ..- - -?;, .: ..%.*- i?;I:~i-~rSs;?ed and t h e  Khmer 

. - ' l - -P~Y.-c,r .  *?' - - r>9<y2..>;>.*.Lz,;9 -Y;;;r; :-,> .:;,"..y; y:=::;::.:.+ :y-;-?,.:;*.:;:i; ::;:j;;*~,::<:":., >r;  ?;,?!l;<*iI ;t 3 ~ 1 2  it,self 

h - =-,-:*-a G. + ,5drr ;-*%,;:.., +! ...<I. * T '.; .+= > '-< ; - - , " : . .a .. . z * A*.? 
-,,,, : S ; . 7 ' 1 . * * +  +,;..;.,L 

i - :  L A .  . , ,1.- to t l j ,e  e:p-j ~ f .  1974. 
- e *  $ _  -,-; .. ..; l,-., -. ..,.,? * - -  ..-,,-. - 5 -..* %. 

\.>..> .,.... : ,!: .-<i ,u L > , , r  <:*,:it *-,:*~?*i$?::*,!-*<,j :;,-i;i.- :,7i7 EST rc2r i a v t s t b l ~ s  

,:,<! - * z y *  *,,. 2. <-;;2-e z:; ~2 2 <a ;: ;-: -.., . * L l ~ 2 =  ez tjl;;ll *::;:i:: Ifi :.,li.ltdh t tkeL9 i.?;.jn(f ifi;us ';o be 

-. "- s*=.i';-s 53 5;;  *.LA -L,:U zFLr< T--G " * - -  *,,>,<,.,,,<:-. r,A ...,.,,- ;::.<L>,,*!.,;* > :-. 7 = a~,? <3!*  3 g c l i  - c y  tha t  p u b l i c  



" . % '  "T)-fi"j-.-.. Ljy~-.lr.' .v..-.-..  - , ,-. L I. -- - 
> * 2 - , . ' , L - - ..& i..5.;:i15k:.-1~r:: ~f t h e  ESF was sa lu to rg  

- -  . . A?~$~T:SZ,~; $~-:~>;:7<~4-h;, c;,? ;:;;:rF.l-: 2yi;; '2;<kzpAF:A + > , . z r 7  - 
* A  * ,.is -,,L ~n sbnrze  e x t e x t  tu 

,e;l!T2,2c3 "" A , L  .;.--, - - - - ,  %.<:..A* --r-.-.? A , !  --..7 -*,. -- ,27:,i t,?.&;-ezr.j,:y7i:,.:c p i ~ . y T " : : y ? ~ ~ ~ ' ~ ~ ~ ~  o r  C I - F *  The o the r  

<> r,<;p;; z, -&, +. .;<+: -; ::I - * : + * .-~ - - 
) .. :, . - z ? , .,-,. ,+ L Z - ~  .- .* a >. .-$ . tje ;$ F. i2 .: r :  , ;.x p . b + b . -  ' 2  !-.;yt? >ban adjustment s 

>, & >'.,* 2.- >-:&+;;,%,; ?,.* -\".>*+ *,is .., ,, ; $7 !+ * &- :.is=> 
+, 

: - . w  . j. ? .,.. -, t T-,::::~F::' :-(~*$q~~::.~efit, . . ~ f f f c i a l ~  never 

*-,> -, - 
, . . y , 2 2  2 .  : *- . &. " ?:+ .-? &.,\; .-: ,+, 7 ,  ,* .* .!; ;;: * &$ *-F ,-, y- f ,  > . '.. .+ : , . .~ri~;fi r ' z t ; ~  s l - l ~ ~ i l c i  ;I@ the  

*,~*:>->:.%,.a*r $.',:.:-L-.-. ?*.: :$ ,* :a?*"*>*. . -  . h * : - , $ . .  v b r b - , - , - , ; -  ?><; ; .,;< !+r-t;:t 
-:- -,--...+ A - ,- .: A . ,...,. . I. *,. .. %r .. , . .. ...... , , . *, ~ ' c ~ r z , ' l u ~  Yr:;m exchange 

s 2 ' , @ ~ ,  . :  i;y-r-ra .. . r;+:*.lr:,59 :;;;npr; ~- ;~~k i ;xr l ; :p  p3tc ~ i ~ l g  flX,zsd while 

:.z<*;;:.~ : ~ r .  y;i t ;, ;;? K--e!:> 2: :; p;:;;;; ,!:.-! 2 .j , i; x i  gxc;.l::~::i dcr:!rnrtrf twough  

v* 4:- " q i r. C* <;.a 
w,;.k;-)? : ;>,:%%,.-&?, <. - :.3::~2;~? .:c?;>.,.:z:: ., .$ .&.-. b... " -, ( f ' ! ~ , . ~ ~ ~ ~  1. :j(j ., F G ~ v , ~ b g ~ ; b  ..., ,..+re ;o  200 pertsent 

2 ~ 2  ~ C T ; C & C ?  a572 ;f::..i "*~r:i  29C ?-c' - u ;!SC : ; p y ~ ; ? r ; ;  l - ~ i  X L ~ ~ ; ' ~ y t ~ j ~ ~ p  19721, by re- 

. . .,-; , ,- r ,: v. ,.; ' &. .+ , ssnlcr:~;: s s l ~  L'? C X Z ~ Z ~ ~ ~ C  to ;i 3::5-:tL.: - L..?;,, L - + . L . A  L;; bLj:;il;eriinq u,p on 

.<*-**>A 2 v ;q l- 1 ,- -- . 'k-. , <.- .. * - -  .- L-:?,l.i.r*i- *, %,L- b- * .", - ,,+ ..... .., - u m . . - - i L -  .,.,- , ~1 , l.u,,,,.l .dI, .. ,y ::!;i;f ha7crr; had short-term 

, r r = - x q ~ r \ . > y r - * ~ ~ ? r  GL; .,.:, t .-,;.,, T . Z ~ ; * l s . . c  ._ ,. I.,I+ r *  ;.. 2 : * ~ ( ! ~ ~ ~ <  pel;e;,;:e ~ 3 1  -LC<;$ i12*CL ;i-p<J + * $ .  ..+ ,d,lere fore  ultimately 
-.  ..*mp*-n.-r.,l.c-.l,-: 7 . - ,  I #..,,,, - ...,,,,- ,, ;'? 5 - p  .... 

L - ~ - A ~ , +  * . * : - A . d s w 3 +  ,-'../ * . . k r - -  \-,;a:G *.. - L i t ;  ::f 5 7 ,  ; t i  S p o x ' a r ~ ~ e ~ ~ l y  t h e  
"> . . , . ~ i a ~ < ~ f  ;.re;* ; 3 r - i :  , , ' l ' . , . r e r r , > . *  ... . ,. ..,, i , . - , r  , . .2 ~ ~ - c : ~ : : : : ; < : ~ ~ , . : t ? ~ :  ;irir.j  SUP, 7 )  3 , - ~ r , t  f:*(;;rn tdhe rr!.,Issf.~n 



- fi sz >eg%-zi5er +brp *'' 
- .  ,,_, 21pr%,e~ ~svernment - prumtilgated a new 

-LS4c,~m q n  9'-- - , ,, ,A .ak  L & - ~ ~ ~ ~  z----'p ma-fZLC 
,- ,,,, A , ~ ~ s = 6  t h e  w a y  fin which f o r e i g n  exchange 

s.**3a,~ F::.T:~~Z ~ ~ 7 , 5  531~5. I",?es.gz,ize,j ',ha.t;, "r p o l 5  tLc2I  Y ~ ~ S O I I S >  

"+-a+ tibr -... f~reigz ~ : a ; ~ ~ L ~ ~ ~ ~  ~ ~ y ~ : ~ ~ ~  h~:? 20 c o z t i n s e  to ex i s t  in Phnom 

-5 ,-, - -, L, ?p-"--?GL reg2, :.ke ,,> ;.;,... A.i;.., fi,? a.:d ':Te._;, t? A~t;,er:can p;*ocurernent, t h e  ESF 

fey ux';',ed z;,fz 2 2 3  2;525 ~ 2 x 9  t 5 z  be called the. "?-?arshg L i b r e " ,  theo- - 
?&-=ea>' _ _ _  &A -- .b 2 TV*QC~ ,, .,, -.-+*A r r c t  tn uhiclrl, t;%e ~~3..*:'e1*r:ment; ~ ( ~ 1 ~ l ; d  purct-rase exchange 

2 

5-4 G ~ . ~ ! . ~  b + :  -.+% *a"!? .,:,,, I*;. to 525:sf-y 2;: :h~ i y ~ i t - ' i y i a k e  f i n a n c i a l  &emand t h a t ,  

3eea:;s-e C? 6,. L . J . . A d  - - *  - +t : :$ -4 i~$  , , . , , , . r i~~~ - t  ;- c ~ : i l : j  ,r,f;t 3e n.cco!nmuda'ied by t he  

-. qtr,%e? ';xz m,a?ket ;~,  ::?s,y sf :,5y 7 r q n , z z c t  i q n s  tlnat. hal: f ~ r r n e r l y  



L, 

been handled by %he D%ek ~ a r k e c  were to now be accepted on $he 
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3es artd Sfds ac.zep:ed h m u e  t h a t  f l s o ~  pr+ice.' The Iawess acceptable 

$;id ..p. ra.5 $0 be the  b i d  t;hzf just,  a b s o ~ b e d  aXZ t h e  exchange auaflable 

S%Q: cac5 sue-,ess:':'u? bSbdsr x9uZd have t s  gay the ra te  he bid. The 

gsuePnsent xas 1b3~ g r e ~ ' 3 ~ ~ 2 b l y  able i o  act: as. a discrinlhating monopo- 

22s",c$ cal lec:  a l l  C5e ayes under t h e  demand curve.  

PP 7 

L Z ~  @3P r % T e  uus s s f l l  set up by The U.3, government but 

wou~d &e a ?:xed pePeencage befcw t h e  f l s o ~  r a t e  a? t h e  ESF. Xt 

wouPC 5e lzeensed, s s  I s  had a l m y s  been, by going through massive 

a n ~ u m s  or  red z ~ g e .  2 

Pr -3 fit 
d;.y, +.++2y ~&skfw;~ .LC.!* FSF 9d,w~f;0d ~TreTy 8.3 zc~o&r~t.I,t entity ta anr3 
f'ryx;", .nta!c,"a exc?t:cif.y x i s  !,r~:s!'errrt*2~ T!I~ ?rb?TIS~st;lofiri.l ; F ~ * ~ " ~ ~ ~ E T W P ~ L S  f~ el- 
e,%ctw4y ::?~cp",:i: .n.erae st f l: ';e,~ej $,% : : G ~ . L ? J ~ ~ Q  !Qwctw de Cham;e, 





As a final Bno*zatlow, all taxes  ow fmports not matched by 

taxex on dsmestlc produstl~a weFe to be elimfnatcd so that the 

exchange rate becage t%e frge pr ice  af exchange and the device 

t h ~ z s ~ q h  shhSh r-o~-~rr~;l:n?:n% revenues XEPC er311 ~ c t e d  T h i s  '~aendered 
5. 

Er;n;wss tSPe d i  f fcren" In :  taxat-, iotl of irn~arbs b u t  presumably at lest J 
6 '  

a p ~ r z i o n  sf %he l ~ s t  re*fsnue would be co l l ec t ed  tkrr~ugh t h e  Bfd system 

CsapSeee d a t a  cn revenue ca l lec t i ans  are not ava9lab3e but 

3* - - .,eure 3 presezts 2 pfcture af what happened to ESF sales an& 

axe3ange r z tes  be%xeen Septenber Tgf b a r ~ d  Janumy 1975. In 

f~terprecf ng %hese F i g m e s ,  it shsu2d be kept f n mfnd that 

aI,%os"; n(cF exchazk:e hzl  been s o l d  frem t h e  ESF Tar two months 

p ~ , ' l ~ r  C Q  3ep;enbet-. T3e exchanqe rate b e f o r e  September had been 

42Q riels ~ c -  d o l l a r  an5 t h e  exchange p ~ i c e l  arorinrl 685 ~ l e l s  per 

r ise  and par:ZzE dcclfze i~ the keve: af sxch.ange r a t e  b l d s  for 

SSF fanes. ' I r  siso record& zn e q u a l l y  spectacular f a l l  In t h e  

aplnouns af  fa~elgn exch;nn{r,e delizranded. D ~ r f n g  the p ~ j r i ~ d  from mid- 

Seps@nber unsl: t h e  3egtnnlng  af Xcweaber cbe Bfd volumt2 p e r  

sesslon z-zngee betxeez en@ 3rd cwo  million d~lkars with the 

avcpaee d c m n d  5e Eir: ;zrXrzuc< 92  , T5Q,  000.  A t * t  e r  mid-liavernbez* 
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+ 
At fs lnter~stizg k~ empare She averzge bfd sate $air the 

bXacR narke", rate sk~knn 5n Figure 3 Xith the exceptforr of a 

+%-";pe=ll~d f n  egr?-- ::t?-#-e;ber anh? zno the r  i r r  e a r l y  December the &.*4# -LI  

klack narke", ~ a z e  n.z-F,ntainetir a f a i ~ l ; t  r ep r~ l a r  re3a%t;fonshfp to the 

wzeazge b:d r a t e *  T'-, s h c ~ 2 . 3  not ke surp~lsfng t h a t  the tna tended 

", z~+$r; C,ag31de~ S : ~ C C  :%ey v;"l~dd t o  5e detexmined b y  t he  same ~ o I T ~ s  

aG4 - *  &@re + L A  * 4y04 ? L  - . * I S  &- m q L k  . . * * t_&~  -*k T !IS! f ~ c i i ~ f  :!g QF GO;~J I ~ R P Q I * ~  s , . 
:r. '.elzzi of' r h e  prl~ary cbJec t ive  of r a i s i n g  revenue, it 

sXwl.' be clesr, even r ? t h o ~ ~ t  sletatled flgilres, t h a t  the reforms 

teprescr.m! 4 6  COCYKQGS ir.pt"cvement over t h e  previous $$stem. 

rn. 
- 2 ~  zc:zi%L s3les were r%s3c st ~ ~ i c ~ s  vary close to and occasion- 

a l l y  ~ b o v c  t h e  blzc!: :zzrkec r a t e ,  Tn m-!bftIot~, t h e  edimlna. on 
Uih 4 ,.I. Pl . . + 5 a e + r c  i -. i':r::Et~!~ t Pkratv* 3 : r : :  ? i $t  F k t  opfr t r r* t r~r t i  t y t c t  d lvcr*t cavern- 

35c:iti incstiia ?:lot,r i p : ; g ; ~ c l f ;  s f t t t  o ~ ! * I . c s ~  LS pac:get s ,  In terms CIP g$ablll 

I z n c l ~ n ,  %he p ~ ' b b e y  8 f s 6  s e e r ~ t d  $ a  be efPc~tive.+ The Phnom Fsnh 

-d~p%f  r n ~  ~ B n e  .*.. --*s p?:@e In5ex rose 24 percent rrsm August 1974 to 

Sepcer.%tr m e  on iy  13 percent P-on September t o  January 1975. 

Tffse ?SAT3 p r i c e  i r iGex  rose 52 percent between August and September 

on5za~or t ter  32 percent be';.aeen Ss~t eaSerb~ 2nd Jariusry . By eithar 

ae33zre 5 3ePe trras a vast f ~lrpr~ver,rzen$, 
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Ir A. EXCHAHGE RATE POLICY, T3E BLACK 9BRKET, AFID GOVERPJVERT 
REVEXES 

B.cp.-ne +.dL LYL L. --,IFF * L U - I _ L : ~ -  d i ~ ~ ~ ' ; l : ;  ';o disc-;s<+,-.- 
s., .7 , , , I , i ,  cf  the b l a c k  marke t  

L32t ":;,:l =;,,=.,-- s tys, te - -  ,,,- ... . . I _ L L . :  L ~ s ~  jl...E ~ : c c % ~ n ~ e  FZCP is d ~ 3 S ~ ~ r z i z e d  by t h e  
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' p  * * -  " , h a ~  tZ tz  F:cR~  ~ ~ . ~ = ~ ~ : ~ ~ + r ~ : ~ ~ ~ ~ ~ ~  A m  ,ze Pic s t  , y g t , - ~ ~ * r i g ~ n t  f $ i;c-t- part f cttlaply 

$ v \ ~ ; ~ - l  .:: ' 1 . w*.. 
, , , . ..., ,:..: w ~; .$3 ;32r= till:.!l+c, ckye 2par lz  of avoidfrrg 

5 FL<: ,* *>** * w.* .=. ? :a, s-,. <= y ;., $;:?,>.-% < *- * **:, <* - *,+= .: 
L - . err* . + - A  ..*.. ; + < . * *  ,., - , ; . . .2 . i  f - t 7 * ~  :? 

; p r . . . . r - . * l * r ( l p - T e  . . . . + , r ,  msy fmposs on 

t .k l  h . " l - ? w , * # a F ~ T ? I : I r ?  , . t C c -  ..aCjrx'..lf;.t.? - 4  L ? f : ;  
-+ - . .... .. ...+* ,,- + ,& r2 r - l . L A d i  l ~ d i  t h e  V.5. ~ Q Y J ~ P ~ T H E ? ~ ~  

W ~ X F  -.+..,. 3F br-2s7c +-% 2 3 ~ . 2 2 ~ 2 t ~  .D:,# 3~ 57,s  uwr2 k ; b . . t ~ c - t  .,,,,. are  p a l l % - , i c a l l y  in- 

m , q - , = * - n n C  @%&- k %,..-~. b <>? s c w ~ - ! b  < - = -  ?-;+i,-? : T C C I . ~ -  ?-$.) , -  ,, Q'-;<"*' ( " + T * " ' - '  ..&>+- .e \.-.% w 4 % Q  .",. ..- ,,,,, ,:i;rht f?:zds "sr i t s  own 

;:.*..c$-' ; G h T % ' . > V l * W L I J  !;:-ix TF-f;);: C ' ~ ~ ~ F , ' C I ~  5 : s  F - t V - p  
Mv,u. p .. at ..: . - - . v , +" 4 b. ,, -, \,*- , - + .. p ..-+, - - , ~ : i , r  S C ? ~  L v i t  2 s ~  

s,r-,ly ?,-?a ry:+;~1-719 ::;~fh,;~:; dsl:,~s+;:q + ; r x r c ; * cn .  zz 9 t h ~ ~  * , q ~ r d ~ ,  C T J ~ R  

* ~ P - > I * . ' ~  ? ?  z:er 5 :  !;;s w-c ccyi ty$l  G * ~ c y  k L ~ x  t : ? ~  8 i d  $3 d $ ~ -  v .-4&<,,-i * e " % u ., 
E F $ ~ ' J ~ , ~ Z  3r";:j~c :-0fi'~;16p,?' :@ ; ; ? ? ~ s s  i t  2s x.:LJ.:g? uv-;deptake 13- 

f@lzl;;i.*r--.--.~ 4 . C = p . 7 i ~ ~ f i ,  CE. ,  ~ S ; W . C  .* .F - "  . . . d u .  c ,.,*.., :d : : . : .  r?,:tI- f r : i p ~ r + t s  z:.:ay f'l~clm the U.S. 

d e s i r e G  -2-5s- 9:" cc;;rh::c, e c  ~ i ~ z ~  aip;ctys dt.2 : E ; j 2 ;  k>u?; to do 30 ~ ~ b V f ? l ? t S  

2 yLair, ~ ~ + ~ c ~ t  Eye of zi,<, s-5:: " ; : a . t , i ~ r ~ ~  

- 
::+:J~I: 5 f ;:: 3 + ~ f > - r  fib - I W L P - . . ?  ? I *  ; , - J ~ r - , c > y 6 * - *  ' * 

4 - - . -  ..,,,t, ,,..-. ,l..+Cr)t: .:. :- !?j.*k6~: Dfi;i f 10.bl 



A r : r ? ~ , P y , : -  i .><r.if.?. i . ? * r  + + w  c . > , c )  ~ . r ; :  +I+ s+J:a.'..- ,,-, ,: , ,,., , ,~ , i~e f r ; a r t  ;yenefzteb fror:: Aid n u s t  

.+. r+ m 2 a ri *-.. ,%y5 f+ c+e=+w,->-7 tL. i- r - h =.. r., ,. , x c .  ..,, .,.,: .,,it;" %;.Sni. s . r ; ~ s c . r ~ x , ,  t::~:?..:. rc::~,zins anly 

. . , * *'.++ *.;,+,. . - *  
* a  : $i.ns .+* ,;*$ *+., c.;;i.:;:-y3,-i ;? L-es . F n ~ - s + 8 : 2  . +. b;Gic:b is t o  5e  col3ect;ed 

2t +$:.a, p?r, :S.l-- .c,E S&2,? -1 : *  9.. .=., ,+.- **, 7 - +  

+++- %y.".A++.v - -  z *.: > C A L  ::G.+ e.  Tkz hc:;",~*~c.~nr:~ent should inpose an 

e % v ~  .,,,,,-,i, hy-, ~ c r . 3  +, ;;:::.cb 2s . ~ ; , ~ ~ ~ , e c t , ~ P i ,  5; h " n  ,,,, - s a n k  ~r'her! ft sells exchange, 

>~~<,;.~:,~yy ~ ; ~ - ~ c r :  23 o:;s.?n::nL ftcrn, pert of t h e  



re-~ersxes. ?he g.;vzrrrzer,9; c.rra2d kee? t hese  t z ses  in place. Imposf t for, 

"heyv -nr* 
A - a -  .+ &A L :>;a ~ r c 5 1 - 7 ~  i.ryL;_n;z..-.xed w i t h  rcplacencnt: o r  c u s t ~ r n s  

dz',i sAg by an ~ % - - ~ c ; * - c I  & - - -  = - -  
X *r 

b d b ~  iszL,L 5+ +w Gi.  . .-I ,, r . ~ r c ~ - r n ~  ...- * .+.* . Orle i s t h a t t  the exchange t a x ,  

ff 5t 2s -p- '- 
.I* I S  

v b  S?n--& F.,--*. -w+-.-.r 
%L. ,, .L I - ) >  .... kL .=L..L T- , ~*:ly;z: be collected at t h e  same 

r a t e  TGT a l l  sazcs  zf e > ~ - - - ~ * p  .-T-.:,,-- -. T ~ z z - ~  is 2.2 1;oss ib l lS t j r  for - 
I- C?,s.fE ~ r * e ~ l i h t  jng ax.2r,f "~r.2;ctz. ;::!rs, L"tm;ty be u s e f u l  t o  keep d u l f e s  

- " ofi i t ,ezz  ;{izh Sqal:c$- $ 0  s i c * - o - ~ - t  r 
a- 

&. b-b.J "-+ A - > . . - A * $ 4  ,+ IE O F ~ ~ P  ? Q  rbaise  more rev~nue. 

use<. psss;ie$'_cn :'.=.- ~;,o:z:,r3st.z~ ~ C ; Z S ~ T C ~ ;  205- 9 tk ie?>~ lss  it represents  

exzya j : i r2czL er: p , - , ~ - +  ,.., , , , s  - ?i-y<4 S?;G?X~~ ?,o+., S e  ES&.  [ f  t h e  govcrfiment 

'r*'J~!2eS ?;c + p ~ C x + w + . . ~ . ~ ~  + P. ~ , r 6  m : L,".L r ~ . . . . - h , - . + ~ * a ~ * , . ~ ~ ~  v:ii -:;- , ~ ~ $ ) . ) C ' ) $ ~ ~ Y ~ : ' '  .,. , I+; crir~ m ~ k e  t h e  r e b a t e  

,P it she!d 1:; i > . + r y t ~ e )  .,.:;,.;.(.. ;;.L.i;~:: -. ,* - ';!:.:::; !,kc f rz::..r;:;.l$lgn of '  excj?,anze t axes  



+.  : - 5 yza; 2 7 zA -%--"-- - rate,  ,, _L_,,~,IV~ to f l e x i b l e  ~r ~c3z t l i s t i c  rates or 

a Eeazs a c h i e v i n ~  "c5-%. I t  is a means sf allcjcatfng t h e  funds 

- generated 2:: t 3 e  sz2e af s' ,;: " ,ef;-~een cb=rrrrrteerpart "rxnds and h o s t  country 
--*- ~ p i ~ ~ ~ ~ p ~ .  i z A l s ,  -*?a ,--, --- - S L ?  3f r ,ax I s  nac iiesik~ned t.0 be used as a de- 

- * c5s lcz l  y z ~ f . 3 ~ z e  ZQ ~,-.rg;a-n I.L. - I r  - 3 -Q".+-- ,.-A t ~ c ~ l a ~  e f f e c t i v e  r a t e  ~f exchange. 

1:; z sftuz8;:s~ a::ck 2s o c c x - ~ e C  5n the  Khmer Republic where 

a % d  5ecor+es a sq;:r~s:&z;:z; z c z y o a ~ ~ t  cf cIG~~s~Ic Zncorne and where  

fl - 9 r  p@Lft4ch%? reazazs :here ~ u r k  exis t  xult t p l e  exchange markets, 

3 x 2  esser,tfal ",iz",:~:.s?i f i f  .;he r;t,arI~rjt~ be arjer3ted In such a way 

as Zo ~ e d u ? ~  ~3:ez:f 21 :--edi:zynps to 5,yzestf c y?oduc t ion  and at the 

e T%e s f d  s:xz Is ~ L ~ e r i  5: ;  the f ~ r m  of  f n r ~ i ~ n  exchsnqe repre- 

ser;", 2 ascy-,zrn ~ 3 3 ‘ ; ~ ;  C C : ~  yes: ~ ~ S G X ~ C " ~ -  b * f r  These resources a r e  

an a$2%:lcrz :G zl:e cer, Izcczc? znPr tc %he consumption possibilftiss 

of zke Fec2~-nzfzt; y c ; ~ s r d l e s s  . . c? what p o l i c f e s  a r e  f a l -  

Eaiqed x:zh rezscc: So zke sz2,e Q? PcreTrn exchange o r  t h e  dls tr fbu-  

TSe 2 1 % ~  * c f jr: 2ii.::,ch *;be "yeicr, cxcb,zx;ye is har;dled, h o w p j ~ y ,  

~ 2 1 ;  ee$erzzne afd cs <zst,y::utc<. If, f n  face of 

pe?slscenc I n f l s t i o n ,  cxc>2zzs ~ z t e s  are r i x c d  and n l a r g ~  d i f -  

i'erent5-zf d c u e l ~ g s  Se%<eez t3e v e l u s  o f  r o r e i ~ n  exchange z ~ d  t h e  

pp2ce ; Z ~ ~ - ? , . G ~ , * F  -..&-..<, c . - r = ~ ~ S >  u=.::+ A *  A a: ..+.* A ~ . L C ~  $f; IS g g f d ,  i.zcomc? will be 

s"r,frwe d3:z;r EFQ;~ t ke  ; 7 ~ : 5 7 ' 8 1 ,  : J d y  v 'mFa7 c G v . ~ ~ ~ ?  "+- .c t;<j zl1~3se pecjpie whc a re  

0-p czn 5e a j= ;~e22*$  jf;!; *;?e :~:v?~PI; : ~ ~ j , -  , ~ y q ~ ~ ~ : i ~ y m ~ .  . .,.,r , ef.tTicr :in 

5 f - l ~  p-::k~;.itc ~ C C + ; ~ Y  czq 2 2  r+l. . s?.rl f t w i  ';I b~ acco~apl"lhed 



Z* rr5t Z n  two %%a~*s  . a t k e  sale of sxc:~anz;e at an o f f i c i a l  rate beiow 
its -zaZ:ie i-51; cscztc excess p ~ a f 9 t s  t h z t  xi11 be diwieed among 

Inps~f ers az:ci th@se gc~s.rnaext off  f z i z l s  uho a l f u c a t e  3icenses  and 

b m coliec: ",~:f ?s.  ;h:s ; t i l l  i i-kcrease t h e  Import cclrnnunf tt;y ' s 

.-% fncoze. , \eflfi-" ,,.,,, Zhe re<-zcticn fn gove~-rient- revenue will squeeze 

'kc3 g~y-p-*-hr t T.,a.-mC qy p-*-?-,~rd . 
b .A.L C.II.bbiy L r _ r - _ - W L -  .-~~ures ar,d "orce it to b o t h  ~estrict 

t h e  sal.a=.ies i",z:zs tr go-ze-rment r 'unctfcnaries and r n f l i t w y  

p e ~ s o n n e l  z ~ d  t o  pz-iz: m n e y  fn order  to zake up t h e  de fLc i t  

creak&, 3s z r e s u l t  of n3t c~llecticg t h e  f u l l  po t en t i a l  revenue. 

A . * b  
L InflztZoz t h ~ ?  r e s ~ l t s  f i ~ n  bhe rneney c r e a t i o n  erodes 

; 7c' 'r  - 7  * t h e  v a h c  2: :he re,%*,> * tf,,t f Sx;d gc+vr;rnnm..r; salaries,  reducfng 

the zea; Xr;ccze of g c ~ ~ u ~ n z x x i %  x a r k s r s  and rnf Iitary personne l  

ss "Le e*ezt <,-,zca-:s cf t h e  izigorl s e c t o r a  rises. Th4s f a l l  in 

r e a l  Izce3e or1 ",e ;~a?t  sf r~ee5?:ents of o rd ina ry  government 

2ayzcg',-s i s  :.:';?,;i",:*a-~';.?ez $he resources  t h a t  are tr'ansf erred to 

P 2ncenzPves , OF zsuerz::errt x c r k e ~ s  zn5 nailitarg peop le  t o  at?:emp% 

to 5.:2cscase t3;;eltr sha re  of .;;TIE t o t s 2  t l r r~ugk  corruption and the 

senv2.ces such 2s  s Z ~ z P c 5  doc t~zen ts  o r  appsovtng  reques ts  t h a t  

Once ';?;',s corr2pl;icr-i a25 t h e  lrlcornc d l s t r f  but i o n  based on 

If gets  bxi2 t  k t u  t5e  syscez the:*e z r e  zany people wi th  incentives 

no$ ? e x l y  $G z-etalz $35 s"--: is .J s b quo 5ut  t c  implement new regula- 

Clans, r iot Q Z : ~  x9 t h  r?spcc4; t o  Posc f  ~n c x s h a n ~ c  snd i m p o r t i n g  

~ e * ~ r ~ " '  *- +"., " c s  S x t  x1Sb ~ e s 3 e 2 :  t $  217 s o r t s  o? go*rernrrrcnt and p r i v a t e  

'J1>., , <. r i a y m *  I r r s L . I * + b r i 3  : z ? ~ = i -  ;f 1:; :;:::J* ,.., q'#tc~%: ..L, >(-$ Irico?iy. dis",r i t jut ion  is developed 



T h s e  pec33e at t k e  xyzer end of t h e  dfstrfbutlon will attempt 

Vi*&Sg*-g~ ILba* %T ZOq; Fq 10 pl r .rr - YLL--LL L I A L - L L . L  t k n o u ~ i ?  nanfgul~tian of' t h e  system 

f a t 3 e r  Zhan %I-za-~gh izcreased oxtput or innouatlon. No strezm- 

Po- an escnoq: X h e r ~  z L a ~ g s  m a J o r i t y  o f  the available goods 

a m  gfven 2s a fd ,  ",ere xm~l_C seen "L kte very E t t P e  retison for 

pe~getszt2rzz c r  c?ez";~n~ ?;.;Zc,h the z i r ?  an f ncone df s t ; r i h t t t f a r z  that  

I s  skeue2 Be:*ssd x%ztvcr is b u i l t  i n l o  t he  normal structure 

G? ScbveFrPuzen5 znb ~Elitary salaries and p r i ~ i a t e  productfve 
A 

actfuf. l les,  Sn an zfd ecsnsn:r, th2 o n l y  functr-ibns csnrrecteed with 

genez-are s l z e a 5 l e  raec;?zz Za as;! econs:?=j and sn 22.2 economy should 

h a v l n ~  uzresk?laze2 l Z ccns l=p  - A <  a& easy access ZCJ f srr " gn exchange, 



~ ~ ~ ~ ~ , s  :tiese 1 ~ -  . 9 . iJ~*  --+ V _ L ~ g  : 8 . d  d i s t r i b u t i c n  a c t i u i t i e s  and the 

$",f"feres';iaZs of 23.. ra-,-e~n~-.ezz,t .-.. szla-y s t ~ u r z t r ~ r e ,  t h e r e  is na just%-  

Ff~akicn fey z7,ekicg csk :?~ thzx an e q x a l  d i s t ~ 2 b u t f  on af a i d  3rnOng 

r>DXP-:??, tta: ",e gc*:e~x~elrt  S R C G ~ ~  z t tezp t  t;t;cr f i x  pr*fces in t h e  

p r ivz t e  s e z f o r  c~ k t e r f  ere x l ~ b  g r m l ~ c t  :on d e c l s  i o n s  there. Q u i t e  

W W A *  - A d  c+jjJd.;:ey jr; fz~:. IZE ?:.rri-:z:e se~t0:- shou ld  be l e f t  free to W # * . &  

~ ~ ~ ~ s : ~ z s  $2 69s:~:k3::c2 can g p o m ~ t e  production fn two ways 

+ -++..b.pc-*& bath Z$n a ~ e r i z e  . s , , L  . , ,-,,, . ,... , ,,.:, t h a n  g c s f  titre. F f r s t  , p o l l  aies 

an Qx@52zt;q C Z L ; ~  2:;: G ; ~ . Q T ~  t 3 n t ~ $ : ~  can be :;adgnte% t\~Flich prevent  et;.t'~& 
p ~ ~ ~ ~ ~ 3  1 * aF 2 - -  :-0 a "H7-T ..:""-- 3"z + '+-? ++  - -  !..Gr.F1.i rlr t r ; ' ~  L5 + +.*+. A,,,, ,,., Q ,  L . ~ ~ ~ I ~ ~ ,  ~':*OX 'Paazlc?:I.ly useless and 

Feg'P_Fje", ::I:e ZC*;  , , " = ' "  . , -.s ; , “3 , :: c!:.zec t eel =.: L t 3 1.rr:p orb", fng and o t her gave~nrnent 

-f ,-e Fcr Izs tz&ce,  if s c ~ e - - ; ~ ~ n ~  - 2s to be s n,?:or component of 

a f d ,  ~5tlx: :+5e 5fs",:S-:-;Zen cf ? I c e  s'ric~?.ii bo undcrStaken fn such a 

~ t a 9 l . c  W " ~ - ? P C G  h> ,'e r -<. +;kzfri y;:,t;z3 W * C C < S G  , ...t, *,. < ~ ' P - < : ; + - + r n  . . .. .- .- ... $ + * .  3:14! q f r  t ; h ~  W G F I ~ ~  aspect; s 



of f n ~ ~ a ~ ~ o ~  i s  t h e  --::" , u r , b x c ~ k  - p r e s s u r e  it creates f o r  harmful 

tha t  

an aid 

@coney$, the g?ea:es: k;eapsn against inf latic;! is a revenue maxi - 
- m nlzfxq e x c h m ~ ~  Tzte parzcy c ~ u ~ l e d  w i t h  budget csntrol. 

Ad.vqnc-e.,. Depqs. a" t . Requ i renqnts- 

Th -t P.,:i;",ur:: 2f" G-5-2, no",rilg in CanbodTz b u t  elsewhere, has 

aqalzs: fqrei-2 .& exchange ~ s e 5  f ~ r  fmpart s . Inc~eases fn advance 

de3955t~ a 293% t~ LZ;GF:PPS e5t5er fn terms oT altepnatfve 

~ 3 e 3  2 % ~ h t  Aaae f 3 ~  t h c l ~  c a p i t a l  or in terms of t h e  in te res t  

* Yzi,+y * F * J  C* *TC * *  --" lil r i t  . , &-+?y kr~r*~c: . f  :he f 2 r L L 2 ~  t o  depustt. Thfs i nc rease  

* r * ? r , - ) r * + f i y * e r  7 2 fr; C Q S ~  z-,ca,-,z t h z ~ + ~ ~ . ~ .  v,.  , ,,,,, be x b l l f n g  to pay less For 

+ ,,re '+, P , orcSc;s exck~,az~:e icsel:'' ~ r r d  as  a r*esutt;,  '6'35s revenue will be 

eollec:ed f ~ o a  c%c s a l e  QP exchmcn.  

The %rabe-off ",:i-.;it 5p.e ?;~~:crr~~;cr:;: (or" t h e  U .  3.1 makes in 

q r m ~ ~ ~ " p  O;T 3 ~ x 8 ~  ~ ~ C V ~ ? . C L Z '  b p p o s  i t  r e q ~ i r e r a ~ n t ~  $S between .c ..+*w *.I ic, ,.a "C .-, 

receiyJlt;g 9222s Zsz:;e<lzte2y zccn 1 Iconsing i:rport s or r eee lv ing  funds 

l o l c r  x3en skc ~ 0 3 : : ~  ~ ~ i ~ i e  Srrt ~ e " v l l n 5  a l a r g e r  ac~csunt . Slnce the  

vafue8, S"Y zlz2es z ~ c h  so?e ecccor:ric ccz:se to hevc t h e  i n p o ~ t  market 

rc'lz'enzes Y:CT'~S zct, S ~ ; - ~ s l ? r e C  :?rid le5 ";e q:.ovcrnr:ic:~t- makc i t s  own 

decXslons an4 ex?: lcl",y przy "Lie f l r ; : ~nc ine  c s s ~ s  o f  the d e c i % f o n s  



aarket goZng ;.hm*~~gk ccxz~erc Tzl bznks that sold the f orel $n excharge  

The d e p o s i t  requirement 

should be set QX e:x:z@:2y t%e s m e  bzsis t he  hanks uould s e t  ft 

---4 6 to c9"r'er ,"is%. -k~cu ld  y e r m f t  t h e  inpo-=rt coxnuni tp  t o  behave 
+ - aoYe crn;et:tfvelg, a i r c w f n ~  ~ e o p T e  t o  snser t he  business wfth 

cag i t a l  zr,3 2ess :%elf ez+,zSI:sh?,e2 S1mk r e l a t  danskfps  than t h e y  would 

9argE? d e ~ r e r  ~ f "  ~c%.r;peZi",lo:; in import  in<  j s s basfc fngredlent in 

zalntalnSnr a k1g5 effc?sf+;e exchanc-e r a t e  and avaidfng  t h e  excess 

~ ~ Q A F  r r  b4 r ,+.ab s>+t  ~ c ~ c y a r , ~  z-=e!y, ,,, : )P T ,, $15 x.,co.xe . d l s t ; ~  ibr t t  ion and gsvern- 

e o l  Ice: 'n*::;'2 k ~ ~ , . .  '--h YL 44Tf-rrrn . :';E~E(SS::S, Z a r r  Ttself turn t o  the  bankfng 

syszez. SSnce in;srzers xfL1 zos Se tcrroxZng,  %he qovernment fs 

* 7 free 79 1 3 ~  SQ1 z z  czn c5 C 9 _ ~ i ~ ~ ~ 3 . ~ ~ ~ ~  C X ~ J ~ Z ~ T ~  t h a t  f t  has 

s ~ Z d  $3 Ir>;?orc,crs, ~ 2 : L z g  sf? t h e  I c a n  as the ~ I C ~ G P ~ ~ P S  m9ke payment 

' n ~ 5 e ~  zke  7009s z ~ e  deI l -~e,ns<.  -- ,nf 2 m y  ';he ~ o v e r n ~ n r t t  c x p l d c f  t l y  

faces t 5 e  a>prs;rZa*:e > r i c e  Ir- : z z % l r ~  -> a ? e c 5 s l o ~  between having  money 

~ a r l z e r  a23 ~ e y f  r.3. ict eyes: s y  k3v:c;z it ?acc r  ~ r i t h  no in terest .  



Appendix f i  
4 RODEL OF EXCHWNGE HARKETS 

T5e eqx:lS.'Ei-f.k sL,~tve .'3=1 ii s.inple exchanqs marketing system 

thg: ~Z: ,C~; ;~ES 2 - T - ~ - P ~  . czr: Se expressed as a ~ e ~ f e s  a f  equa- 

6 * --*Q q - * ~ - ~ e T -  -.- -.-LGZS. A=*- L > 2 A * k , - - . + ~ & -  &.&"?i 32-F: 

-. P . . % * - r q  <-. j *$ 1 ..,*; C-$,:<T. Y 1 .  q 3 . r . .  7% - t.,. ; ,... ,<. " ... <*, ,, * c,..lii,..i,s2F~p P " I : ~ C ~ ?  
. , 

- .- n r r - J r  ! ,=.,+., r ! ', Td.. i * z  * :&*A" . * ' 
& < ?  dG+.+ - k 3 ;  ,;, 4is:*,, .,,rb, =rz:r 7 1 : ~ s  a l l  excharr~ye from athex, sources 

3z, c f f ' i c , E ~ J  yst.;:s y-a;:,-.y *;rizr: 5e ~::;~;:yLwt ~ r *  untiep ifiva-ieeb or f f' 

2 l z r j ~ e  ~r*el;;cr;l oV? -. o r  E-$2 ,- 3,J,,,.,c;,~c q .'* C...F>*.+- * .;cr::mtdx:it;y b u y s  riel3 officfally 



T%e s ~ p s l p  of dal lars  ix t h e  b l a c k  narket f s a func t ion  of 

L 2 4 0- +he pe2eeztage d n n r e ~ e ~ t t a l  betweex t h e  b l z c k  market and Che Of- 

fzc ia l  ~az?k%% ra'-,es, Y'f t k e  s ~ ~ p l g  dries  up canpXetely %$hen 

the ~ f f i c l z ;  an$ @lac>; zzrket rztes zre equal ,  the frltes~ept 

",erz a? eg;_uatfa,n, 632 ;cauEFrd be ec~_~;~al +,o CE-r~. Otherwise ,  the 

incefcegf 5s whateyte? zmcunt K Q u T ~ ~ ,  I r z d e  at a zero d i f f e ~ e n t i a l  

y,"te g s ~ p 1 3 t  a? drF3 , A L ~ , ~  T + ,++- gsfnq i ~ n ~ a  t h e  af"ffcia1 market fs 

fs,arke: :*aye ( ~ r  *~%:;:e cP exc1zsn~e2 tlr;2@:* t h e  sssi lmpt iorr  that 

:ypor-,e:*s (Q:* s~:;-:eone) caLiecz 327 r e n t  tha t  l s a;railable 
-. * -  aSaue %he s:::clal F a z e  and thas t h ~ ~ u < k i  Calsc Snvsicfng %hey 



3 -&:3*-2:.-A 
- ? :* E = ---*..-.-.-- 
%&+"1 : all.. .. 

. ; 5 " *  

*?+ .. % + - =  4 Yr.,e , Q, . A ,  ,w; LC? t h e  ~ ; : s c G ~ ,  a3lr1i: ~rness sssumpt;ic%ns, ind1ca t . e~  

c _;*2P_ i. *::*> p a * - 6 -  d5ab zzr~1ke~ 3*5te, ",T axc~rrric ~ c s f  Imports, t h e  amount of 

f $ 2 3 ~ ~  iz: eenal;S 3s:; $s;.:"f pi snd ~ 5 e  t o t  21 netz-Aid do1lars  sbtppXied 1 
2 2 ~  ~ ~ ~ , ~ p x y J e ~ ~ <  Q * 7  4 -4 iie ph.c..Rz,%* , , . 3 u L ~ ~  3 gxchar~ { ;~  fP8te,". The ~fficial ex- 

c*&n~$ rat:. ~ ~ ~ f ~ u * ~ ~ ~ e s  3 2 : ~  =pLe , ,sdo:: otr where to exchange dol-  I 
€-" ,nen, t h e  sys:@s ulll ccse ~p agafns5 2 constralnL b e f ~ r e  22 reaches I 

I 

a , - a J ,  , u _ + c - . c b s : + ~ ~ .  f 7 7; It 32;; a:sc not  'c:c :r21ce I f  S B ~ B  expor t s  can only be 

sen% ~ 9 ~ t  ~?f-XcTd;;;; as sff:alel zefes,  :"itt::i !,ior~ioxs of dollar 

- - v * . v +  nps ~ 9 2 1  k e  3 f~zc*;:zfi ~f ,:f r ~ ~ ~ : ~ P  t.rather than the  eC&+ -A*.; 2 

+ 3A322 - rbapk~>; pa:@, 



752 ~ ~ H ~ ~ . : o ~  &J;sL; Tn3,i~ates t h a t  k r t a i t fn i s ing  - some a e t - f v f t f e ~  

$>a,: ~ncsa:::: F ~ X ~ C ?  ~2 >lac]+; - > ~ r K e t  ( such  as payKTEntS 

"-4). i r , ,, ~:F,LL.L~ ~ ~ - ~ a t ~ o ~ ~  5.2: ~ ~ ~ ~ ~ i j ~ f a j  ;.;Pl: not  fncx-ease to-taal d.e- 

saz2, z.o-E>? ghF.Lft f t ,  ~+;er. z s d  r*e3-~:e net t_r-r~y-invo.fi=iurg QF 

e .Lr . . - r . - rn-~n  c & , - . ? n  - . p T a ~ .  5~~ *Fa ~ f g i p I 2 1  ~ F X ~ T  - .  ..rr,l.~.b,Ars.k.-' . r r i = i a  c > ~ - - ~  .>,I:.c L L A.rrr. , .  Changing p u l e s  

;;;+.-<zL C P - + ~ ? -  " ' f f - r ~ ~ : ,  t.,: ex-en; f'; sh:fts t h e  f i n s n c . f a l  
.d&.>'*.y 2 p L ' w a A  & A A -  -. 

2 * . +-t 7 7 IoJ=crC .L -%,> G .- ,- 
%a , , , , . . .\A A ",. A a 5 b. - , , ..& 's 5 a a:1:.i t h e  amount s ex- 

c % * - ;,. c;, y. +-> $?#+.A ...**.,-...'-- T C * Y . - + ~ ~ - C ? - , ~ . -  ,...... h=>.L j , L b ;  ?i??e:.n,< a i s ?  irg'rr3r1 %he l i n e a r i t y  o f  ~ ~ m e -  

,,%. r. L &,d) -*I <\ b< * L J f +. . . ,  . 2 ,  ;, rrzIJ: t;f? :;hat they  axbe independent 

<.>P .. *w";xy,k.4:,*.+* "-'.".-= $+,<..*., & * , , y  . - 
, . . ,t*.,a......;..*.;'y;?-i. iji;;. 5%:: i. tTeq,i.i.f :'Q kvlt.f'thefl Ln~t2~'C;f-  

i;ay 2 c;;-: * 
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I .  A I D  A 3 D  CQVERAMENf REVENUE 

K .  f .  Geazer 
fo- r . :  * 

- - 
~ ~ : , $ ; ~ < < ~ ~  -3 ,; r " - &  . .  - T s 5 . e  iL:{ .. 9 L i z 3 .  Afd became t h e  dominant factor+ 

' *  : ;n n ~ a r ; ~  - 7 p ~ : ;  2 - C . 9 - t  r;f t h e  esonccric and p a l i k i c a l  life of the 

. * ** y zzi%eF S . % p : ; k l l ~ .  -ne a z i ~ u z h o f  s f d  and the p s l f c f e s  governfng its I 
iise .j~+,<,rc$*lr . * L LI , , r i.i--;- - 1. i 1 ;  . *  ::< s:,s;lny: i o n  of t h e  people,  1 
+ ~ c ~ % r 4 , ~ c z 6 j  GI>  r G:.~:,,:*:+.-~.- z,i;, ,dd, &?E,  ;i2g <czi;ree f-Jr f n f l z t i o n ,  and the amount I 
2~ YczcGrec: ti;.? :;r.;-:r-r*:~zcr ;F:as .~ , '~ j ie  ED arsqrlf re in its p u r s u i t  1 .  
+-.** c - ~ .  9 eCv - 7 i x ~ .  a:;,;:!,:: I : ~ t  5 ~ d  ; i ; ik , .q i  k f ~ ;  %art ~t CZI=;O greatly %nf"i;lucnaed 
r r *  w*re.> ".A*-, 

:bz  . ,% -. a l, r> ,< - - $.> - A , - .  1 -: * ,.; : ,.? . - , x % .  F? .-.- 5ct:~<+<~:: i;!ie~~=" i ; t 'c j~~ps 3ml the  U.S. Embassy. I 

C f  i .  ,.,- ;;- .roXurnc af  z i d  the coun t ry  I 
: 3 " ,<?  *..p ". 

a . k r -  V . 4  i.r .-*,a,..,:... . .- -. .A ! , .-a" '., - ;.:re~;;:lc " r ; ! 1 ~  ;(.;..r*e . i r ; i t ; lz l iy  d-lsinissed as being I 
y $ r - u n i l y  ::cr:-cxis!;en?; anii re?.. not-, un:ii t h e  v e r y  end,  r e - 7  

F. . 
~ r . -. G ,- *.. u<&+,q:3 3 ': ?:s>;ey~Y 9 ?;El  2 be dc-foled 

h - t a  but a "ex of the 

"--. , . r* , -, (5 *:. <? 
?.$ ;~3 : 2 -; .+ -, of  tr:c z > ~ l ( :  of  nSb i r ;  ;rn 224 d g n j r l u t e d  t.r=onomy. We shall 

k..? cc:.r;;:f;irzed i;rt:;r ;$;tii r ' n t ' . ~ f 7  u . ; d , * I * a L t  s * - - -  aru  a % .  i . ~ r : t j  f t s  r s l a  t . i o l ~ s h i p  t o  



g9*cer'zrmer,% expxx3iEs-!~s..s, $he ~ > . . F . E ; -  ssp21 y , inf f at ion and the rate 

S+ exchange. As z res~ilt ,  t2xe~e are ngnercus inberestirkg questions 

B Zhzf - i ~ i L l  @e ccm~ie5el.= P<coreZ - cs toxched upon a n l g  perfpheral3y. 

" - - --. 
SE? 5 3 2 , ~ ~  2ss.2ze t.?;zt t h e  zzc~;at ef civilfan aid was determfned 

3. - b;$ pc:it4c, 51 ~ r - n s ~ s e r a 5 i c z s  b x t  %hat i t s  xain purpose was ta make up 

S.n-3cme lc:;t fry.;- x;~r d,-;,xage ~ 2 ~ s  t2he nppcpt;mnity .cost assocfaled w i t h  
t 

A ' 
-.-,L,z 7 : +.** L " E ,',+ -,. .& hi A b c i 2 P :I t;. -@ L i *..; he ~;jap .-2 ybT ,$hen a i d  was first given in 1971 and 

e x p E i c l e  ~ S - j e c z i u ~  :.:ns 2s n&p ap t h e  f f i c~me l o s s ,  Thi s  d o l l a r  
- VkL2.e x:>.r3 .;jsa:c - 1  c?.., + . -  z%> 5~2:s $ 2 , ~  211 f:jture a i d  l eve l s .  AS a result 

+ L  - 2Q ~ ~ , i y ~ , ~ i e ~ p  cj.;~r~L2.--~ 2 ~ ~ -  ,-, i,,~n~ - 3  230xt :,:lf.s ob;j p e t  Lve were mads bit it was 

. : ;  2 , Tt-, i:: ';he host; government t h a t  m u s k  

- .  
?:<$ $he .-,,?::<ZF;~?, t;t::*r::;~,;tk - ; w : ~ ~ ~ : r i  tf::e a i d  is channeled. The a i d  

F :$& ..-.. . )* ci ,....4 rap:: ;.;is ir,:.:;; in*-- (r's.Lc *--.- LL3f* t h o s e  -;~klorn t h e  war has rendered 

hrisyL,<;k<2;i7;+ .;$;?a. i+- . .. 
, <, . i.i:::5 31+'3=;;3 r;,:r: ~ 2 ~ 1 : l  8 t?ehr 1.0 le , The rnaj or elements 

.< 

v:>.,<> 2 i$ ~ ~ < > ? ~ ~ + ; , < . -  .,>>- L>,-: 

- . d w  , . , , . . r ' E : + i t \ , . . r  veal resg :~~*o+;s  b:.:t khe  Klzmcr- government, 
, . ?  

- .  1 . y2za ;ale ;:?:':, , ,: ; r:+,i'i : ; : j r ,~d  i t s  Ixrgess ..? -- in t h e  Farm of 
: \ 

r;! :, - ..- ., alfi  de r * l *~ed  f?rnds had t o  Be co- 

,.:,,,, -:3 T2z7 i.e& ,- .w-T+.z - .  i%c ,.. .-.-:. + - L z - +  L.l';T :jle ~ . G - ~ C Y ~ E P E %  ~ ~ ( . p f  r e d  :rum ot;her sources .. 

. . cCz:-?- ! * .. . *  ,.. i h . - . .  ~. --, *F:c; ,4n ~ > ~ t - ~ ~ ~ ~ s , r r  local f ~ n j g  .Py~rn aid sources and 
: .,.++ t:? z:s:;A-i.,>A"i4 *:iL"-- U U d " 4  



-, 2 2 2 s  afd- 125 cen?;.;r;.;>- ~ T . ~ ~ . : ~ ~  2 i ~ z h  zcl eco n ~ x y  is h ~ w  to a130- 

.-, - 9  C- * cs te  $he  ~;z .z , j s  ~ - : ~ : ~ - l . s ~ ~  1.2e fac to rs  cF prodtrc"L!~,n ( which 

~ ~ j ~ ; ~  Gr 3 ,?-.*,-" - --- - " --.- . 
-, , , ln%..L ,.. -,., a<+., , 32 ef'fezt Ltze m i k i t a r ; ~  force,  a re ' l a t ive ly  ' 

ec?~. -- ' n &. - - - " : .r*r r-22- .L;:?.GC_!P.~. , 17, t i t . a ~ i c t ~ ~ 7 1  arn31.int of' domestic 

I ~ z * . ~ d ~ c ~ , ~ r ; ~  zn?. 2 z4;?j,jlg r r i c e  l g - ~ e l -  - 3  23 a id  ezgnomy, the 

. * 
t r-cin T/>-,l- 4.;: f .? . F :,&! ;^-t-. ;~>***r-~r-.  - .  . 

A ; ?  = a  r?.: ..$..-. .. ,... -, , ., , i,,.:,:n~r 2, :  L:.c:~~s Z;E~ QSJ e c t  i v e s  become t51e 

-f .* .+. ,d,\ .- $i:j::.r:t. ' f;;-<'.;<:':' q:l: ::;fz '".g':~x~3:.2jC I i ? e  : 7 f  %h? co~ , in t ,~ j t  simply because 

.. .I , 1,:;:;;c:::5:;1:-g4; : ;V;; i*:~e::  -:;.-? ,L;r;ve21n:25n4 p e v e n : ~ ~  andI by Be- ;? 1,";55 ;,;::,: , 

;:3i5~3;! CK:;b;'r:1; f ' : ; f y r ; j i l l t ,  ,-+,--.. ,io:r t ( ~ ~ ‘ 2  L ~ J  I ; .  .,,, a i d  system. ' ~ y p i  calEy, 

i i.> .-; . + . .  . .  
, , ::;,zi;', :;.f';~ ;;i:j : - : : T z , . . + . - .  + -... ., i;..:; < . ; - &  d +-.*  + + ~ t ~ ~ ~ ~  p r J j . ~ ~ p k - i t *  ,,,ut; ~ I * o c ~ ~ s .  This 

. .  . 
..l ;,.!G L' c. b ,\ P !,.\*!> --% "-A , . , > "' ;, . ' > > i .  , " ?  

. . .  - .. . A . ~ - . ~ & . ~ : ;  .,.;t ; A  ;+.. ... ;. . * .  . . ., :,.l..,ki ri 'if :jj- . i*%pl~ al,$ebrafc 

:-A+- 5 !.!<> :, <;,; ;>- 1 ;.> 7; 1 ... ;. 7 -; -: 4 :  . r ,., C' ,- ,- *.<-. q s i . ? ~ z ~ r i .  -- - + -.- . S -  F..IIIIV.lw 211d serrrice8 mea5- 

-' - 
. ! . , a .  -.:. l,? dcl?.;::-s ' fi% ;.lc. 
d~ .a A '4 .- 2. :?:i ? : ! ~ , ; i ~ ~ r e d  i n  dollars, 

2;.+ - ..,>. : r . r .s  I t .  ? .;,, .>.; r : . - > ' ;  f :l(.l e "  ..., C i. :.*:.. <; : ? r : \  . > ? >  *>,-$. - , +  ,, ., . *.*,* ,: -,., .. .. .- ,,... . .:.,.,. ,.. . , .. ,-. .. .. ,,,.., kit?!: cjS" a:':.l ~roirlde different  
.,,,. . ,,-,* <. tt<>;> ; ,.-, ., , x ; < :  7 - ; :  !% :? .-;.;<.,: :F,*- : 3 w 

. .". 
,- , -- , . . 1 - 4 . 1 . , h 1  . _. L I _ .  . h) I I  

" ""'1 
2' . . . . ' i ? ~  !!Es~ CO:IS~~CUQILLS e x ~ l e  1s a d  

\, lc-G ?:,-+ *,.va,: ,,>. *,a< :.F.,->t :* : L -  qc7i.r p n p  
# , J  f &  ..)i*i.i; \:; Y , .  *:, L.*; 1 . i - i ~ ~  <id. iJ.. +",.*LjL,:l::* 



F ~ e ? F  - = - ce gcaerr"~zen2 reuezue in riels, C be counterpart funds 

generatmi to $he &ccm.int ~f %he U.3. g o v e r m ~ e n t  through t h e  sale 

~f aid, a b e  t h e  r a t f o  of daaestic kaxes to domestic income, B be 
3 "  L ch? ~d v a k o r e  h q o r t  czi:c ra te ,  B be the eguflfbrfum"excban&e value"' 

. . . . 
a m  6 be a p c l i c y  varia*rrle that.  re fa tes  the  off iciaX exchqnge ra3e E 3 E  

tke iapcrz t a x  rate to &he exchange value. Using these symboh3 

we can ex2ress f k s  inpcrgant r e l8 t fonsh ips  for the economy in a 

series 3f eqz.ztPons. Tz.ta1 zvail~bility mezsured in dollars fs: 

-- 
Y f  d& = A% + & = A% + yK 

V 
(1) 

IS availabii.2t:~ 9s measure5 in r i e l s ,  it 1s:' 

?7= ,.3e r a t l o  of t h e  p;lr:ce at +t;hich e>cc?range is s o l d  to t h e  exchange 

* " 

Thus xe c8n r e r e ?  &riceforth t o  6 Y  as thewexchange price." 
II tc G d i " " : * . 5 r 8 e n 5 L  - % +  It; f'r.onr t h e  exchange v a l u e . "  In sfmplest terms, 

~ x c h a n q c  \ra>.i,;~ f:; xhat  ForeLga exchange i s  worth and exchange p r h e  

2s ~ ~ 2 %  an :%pgr$er rLzs$ c a y  f ~ r  2 % .  

--"- *------- 

'I&.',-: 3;jer.l~~ <i:.u ~ ; ~ ~ 1 ; L S y j - ~ ~  ~.xf , :F~p-e  2 -\jzlce t , ~  be t 3 ~  cxch,xwe mte t;&t one 
II?~-)?Z 15 us- -+r .A; --w*y,? L 7. - .  3~sI.,et;s >:pyp free +,c ~ > ~ e ~ ~ ~ ) c l e ,  t;cri f'f 5 W C P ~  zero, & t& . + 
c~~~;y+;yg: ya;z$e :=.; ~"fl'nf. v-.J.. rvr  e.r.7 -d L. s on " 1 ~ ~ 5  * morre~ent;. T t  is approsk18f;d by tb bl&k 
T ~ ~ & + ~  yr:i+, r ~ r 2 c  -, dl . ~ c . ~ . I . ~ ,  v I Cl ! ni.,x 6 T - - ce ?I 5?nctlcx of m2?:1y other pmameters .in the systm. . .. - .. .. 
5,c>y .?:?st 2xF,  z ;:;tlcyixh j+! ie c2,1: y ,,s ,,,, t -( V\F?$ ,JJJ~ I excti~;.~e ~ a l ~ i e  wll?. be independent of ! 6, 
2 : t:,.!~ t:s-,w.,..,: ,,: , :2 .*, rsx !'F?Ec~ f c:m!iig c f ; ~  a. 71  ;r&i also be affected by such th-s as . . 

ad::c?..rg; 3epi:s i?; :**;!2 ~ . r w : ~ y $ ~  s, 



1: .*a*L LA ,-,, L G P ~ ~  g~r'e,mez5 reveze is: 

7ke remainder gf t h e  Yevenze frca the sa le  ~f a i d  forefgn  exchange 

"rsta2 A - retex?L::es aifailaSle "L ssone go~ernmen2rzl e n t i t y  are thus: 

. - 5 = a:  + (1 + 2 ; s ~ ~  = + g : ~ ~ g  (6) 
+ t  6 is +-%a*- * & ,,, L . ~ c , ~  O ~ P  :,t,f7erpe is s3ne fxract ion of t h e  aid t;h.zt. 98 

be9ng; diverted to p e ~ p l e  inYoi*:eb I n  the i ~ p u r t  pracess, e i ther  

- * o7flcla;s or T n ~ z r t e ~ z ,  $5 s h a f i  call t h i s  f rnpnrters  r e n t  and 

exc:1anpe - : ~ 2 ' ; e ,  rq - l l acea  d~:zes",fr o i r t p ~ t  oon s one f o r  one b a s i s ,  

* - . . cTfe reyeZ2'i:ea pe tc  j::J'ec: sy k;ouernme:~t e n t  Zt Pes Increases as a rraet ion of 

,#s. .* 7 < I , <  .;;. au$.:>,J;.zi;.:2,1'i;r; :xfbgvide:i 6 > a- r?? 9 knc f rzct ;P~xt  of t o t a l  availabf lity ' . 

,- ;, .-.. 6- - 
uijiL;. 2 ~ 1 z t : C z  13 3 :"$x‘'. _ , b : ~ g  7;o the aid r e c r i v I n p  e o u n t ~ y  v r i l l  be a Function 

_-+c -I__ 

- 7 sexweraL : ! . s s s c ~ s  a? sn a ~ c  eccnc2y. F i r s t ,  the t o t a l  amount of real 

$~:,CZ ; G ~  ,,,, ,2 '!:? 3 * *,;,, ;?C3 A"?..: ,-$=>+ ,c$ci quan5.i"; oof' aid. Po31cies $ h a t  do not 

7 -f ,. 6' C' ,. .. 4- arf~~c",j:c:;r~ $-:e:; ?v:r?::ij;:; ;-;';A ri31 r,rjLc:bl,  tof ; :~ l  uvai:labilftl)r, Second:, 



- I 

as aZd beeoaes 2 l a rger  asd la -ger  p a r b o l '  total sva i labf l f ty ,  the 

n~aLr i a l  Ye7:bn;.ze zcqzix*ed by gcuernnent ent it Les ; f o r  a gf ven amount 

.-+" -. A aid dp7 , ,~ars ,  7 k k e  g ~ e a t e r  t h e  r a t i o  of exchange rate p l u s  k a r i f F s  
r &he exchsnge Z C ~ I Y L ~ ,  :he greater  t h e  m o u n t  of ~ i e l s  collected 

EeZ3S cf raisi~g revence an& t h e  m g r e  impor t an t  it bec~mes as a 

aezns of &212*:25 i ~ c  - I3etxesn t x ~  gr3verm;ertt ent  Ztf es the revenue 

y f '  & -  co;l,qc*e ,, . sc  ~ x 9 e n d T t w e  n h j  ect iy;7:s of khs two e n k i t f e s  are 
fn Canbclfra 

fr:*-. dr~nwzcaJ ,  + . $  as tf-ie:; ",ended :=o 3 5 h ~ r i n ~  t h e  early p w t  of the Pours 

-.- h .  - ?*,nap ~ep ; .o~; ,  $ 2 ~  ~ ~ 1 i r - y  - . -  ~ t . n  respect to aid and imports becomes 

- ' ~ re l e~~a :~ : ;  * S can be a? :y%khg bet%:een see and zefa  without affect- 
t P:b; ;~cp$2.-3Iz-.r* c:.tre7r :.hzn 2drl; i r i ist~nt; $:re p~ocedures . If the obJ ee- 

r ~ .  +, 4 rr b c ~  qyqt 7 : :  f . ' *~y~*+ rr  & L * A ~ *  .. . , .g., ..,. t s . ,  5qca:q 2 f t n ~  -;Tune 1?14, or If different 
- .  3.. ,~,,Liyl~~<~y;~::~~+b+e ,+: ; . ~ r ; , : ~ ~ ~ f ? ~ ~ , : ; s  y ~ ~ > . ~ ~ - * * j ~  ., +, f~ d i f f e r e n t  degrees of zor rup t ion ,  

8 bc~135:?s F i r i ~ 5 , l y ,  %he greater the  f r a c t t o n  of t o t a l  

- - ~ ~ ~ ; l a b ~ l ~ ~ ; ~  3+2:'32,1C22 57: k i d  &-. a t 7 :;Ire msre c l o s e l y  t h e  economy approxi:- 
c ~ ~ ~ ~ ~ > ~  ? - " . A  "".ti 2 2  ), . ..-,'i "';+ C+XL:::C:~~,>.~ ' - - . % C - ~ ; A  eccr?o:ny a,C o~orxom5c t h e o r y  where everyone 

- ,  

. , S~2,FtS 'E.:lcjl qa+?i;:i~~::':efxtl 8 r 1 2  ;rcde kai-csi~ place to more people ta 

F-. . m z ~ f 3 ~ e  e~r~ t : : : ~ r ; g  - i ; ! : ' .35~2 t>.:c>:r~e~, 'hre shc;izld look 2t the  o the r  side o f  

~2~~ernr .cn ;  5,d;--e*;~ry ~ r z ~ e s s ,  ex~e:.CL?uress and see how t h e  to ta l  budget 

..?I - ce",ey:r:j.n.ed *;>l? :::one;: s r s p p l y .  I ne K k m r  5;svernrr;cnf had three d i r e c t  -- 
. 7  ~ p ~ r c q ~  cf L * * ? ~ " : ' ;  A...ii.Aa9 - - " r im - o ~ , p r - > ~ ~  - . -  ..-- _fyc;n d ~ : z e ~ f ; i ~  t;axes, the revenue from 

~ ~ I - , ~ ~ \ . . . . ~ A <  . , , : : t i  .,* , 3.f::: 22 .:;:nl sf f ' e r e l i ;~  < ? x a f ~ a r z ~ e  , a.nd t;j?e' money f t printed 
y r  ..- :h.e <cfzr:c. 2, ... r l ~  g;gy~.ycr:;c;rxt expexicf t ; ; y . ; s  f fi lal,%l currency and 

L 
A y: 9 5  ";ire ~ ? ; C : I T G Z , S ~  1:: C~OI?,BY 5 x p p L ~  due to Kbraexc government expend%- 

2 
5:ipe5, p i e  Iqayp: 

* _.__- -%__."mwI,-..r ...r.F,l - ~ ~ . . ~ ~ * m - . * . ~ - - - * r * ~ . ~ - ~ ~ - , -  

5 -. ; ;,A:; %; :;. T::f>>: i tr ; ;  . . (-;f' ;p; r . ; : ~ ( - > ! - * * = +  * ! + ~ r  
,. - :, c A .4 ..!T:!::F~~~ ?'f ., .& ~ . ? ; F I  l;;i,~'t fLf :;t;rtll:.t;tre c<zq be hailor& 

<-*. ""<q:, 
+- . 'J  I - L - +  GI'T , * +  -" .-G.~:., <--< r * > .  . + E , : .,,, -: ;;c2:~.l-j5 I : 'ZC~ h,jt$ t ; l . x p ~  8i;d 'J versa, i ; ; ~  total m ~ m t  
G P  4 + rrcs5 w 4" &,;J$> i - t t i i r  t2 z f ' f ' ~ ~ t ; ~ ~ - ~  , * L  

C; C.' /I . 



b 
* 
P 3 s  Kkzw g a ~ e r r ~ q ~ n t  was fiat t h e  oxly gcvermenl spending 

+- - ug~an$~ayy Lgeacies zsd  Z e F ~ g e e  Reha3i1itation2 under the a ~ s p i e e s  

- - cf z%e r:?;:ral uere33g~eat  Foxndation (RDF)  .' Both ehese a o t i v f t i e s  

x5re a i ~ c a t  cz~pZe%e;:: ~:;tsi+e t h e  con t ro l  sf the Khmer govern- 

tr",enr;* ;:; %';e ?e; ; f~nfng r,cT 197.4, the 2rsJected budgets f o r  these 
C r .  
L IW Q p e ~ z t  f ons exc?cdeB :he of Ff c i a 1  g~ye~mrnent budget If we 

.. " C 1  ; fsf ine 4 a s  b , c 3 .  ipvc,r"r:nenb e x p e n d i t u r e  in Local cwrency  and 
'.,i S 

0; 
iJ* +*, , 2s tEi+> ~si~-e*r,+?a fs * ..la,-r-= 

?r ,*<.if-- * 
.r ** 

. .As.v s1;pgl;r due $ro t ha U.S.  expenditures 

8 = E:r>se :::e L .  S -  ; ; P ~ ~ : z ~ * ~ L z v E ~  c ~ t i l ~ i  fit32 p ~ i r i t  Kh~er money nor borrow 

'+ ;'. ' * 
,, rile ,.,SI S F E ~ ~ ;  .lrsc \?an  G.2. c ~ u n s e r p a r k  r e a e i p t ~ ,  t h ~  difference 

oTfs9z z c ~ e y  *:ras;.rt;l; Sy the  Kk:ers so t3af; ~ h e  total, change Bn 

- -- , IIIC-*-ICI-I**C 

t?wze f~q:-t--t..:n~f • 6 , ?.?fiTi~>t:e?, ~-1eb 2s ';:0~3:fj ?~;JZSIC:~, tE7~: P.c<j m s s  CPE,  wf:~poI*E;& 
~;;->-lr. f?:.? f~~z*~):,;::? : : e - 3 T ~ ~ ~ ~ ~ ; e ~  2::t relie? 92 tkc  2.S.  MissLon f ~ z +  w s  t o  p3.y 

... , 

- ..r.,.sa* - -  2 .,..... ,.'?$ . .> . -. L 4 ~v i f  .. . C - -  9 fepi p T ~ j  ~ + ~ 1 1 + ‘ ; ~ 1 - 5  % .i ., ~,, 3 LC . Z # C F L ; ~ t b ' *  
6 - rJ,% 'm? was a mn- 

Fyc-jc.2 *, 9 ~ ~ L , f ~ - i y c ~ ~ n z f ~ ~ z ? ~ 2 ~ ~ ~ ~ ~ i ~ , ,  F ~ T ~ ~ ~ ~  C ~ ~ ~ ~ ~ ~ P . :  , , c. , Z L + ; ~  " - 6 -  7 ,.;& ? ti ~ t k  y~~crrr IdcxJ sc;rrie xpef!..upe s ~ ~ p p r %  
'i-.?~ ; l y ~  7 y ~ . ~ - Z f p 2 ~ ~ ~  c p ? , r l ? . ~ r - i j  ! ..- .* y ...., ,.,. .,, . .. ,E FX=;.)JRC+~S %O %P'J $7 r"eset;tle ~1ePdr;ew in a prnancnt; 
. "%.,?. *". - ,  F ~ J F ~  :$?& t b . ~ ~  .:::;sj::~,~f;z.~p &-aln. A l l  it;s 2.,r&~ cane frpmk f;he u.5. ~ Q v W ~ T I E ~ ~ .  



- ;n a s f t u z f  lo2 z ~ c h  as Camb?dfa% Tt twas evident t h a t  the 

~ a j o r  ds le rn inan t  af f x f l a t i m  was t h e  fncrease in t h e  money 

+ r  ~ d ~ p . ~  w.*- 7 & u w ~ n t e d  by any dec3fne fn the availabflity af goods and 
E 1.ncrezse 52 v v e l o c l t ~ .  &~$E;frt~ C;=t af3xtttA t,k nc;rley supply cwld k 

EqwZtf sn (181 f ndicaZes s ~ i e c i n c t l y  the important  po i i cy  varP- 

ables tht ln f " fu~nce2  ",e ~suwtkr rate of' the rnofiey supply;  Khme~ 

I -. co*zerfzme:1Xspend2s,g, u + 5 + Gu ' J~nmer r t  spending, and the exchange prlee, -3 

f2 addltSon zo c%ph%slzfng t h e  importance of the exchange 

price fz %he 2nf 2a:isnal-4 process ,  it f Llustrates we13 arzother 

aspscr sr t j i s  a i d  dar~3t-rated XBmer ecsrrorny. There wepe two inde- 

~: .zndef i~  gs~:e~nnen%al en5 i t  f es makin5 expendf ture dec is ions .  Ta 

the ex:en; zkaz %!re 3 - 3 -  re leased fts counte rpar t  funds to be 

sFens cn rse;,r?,-q~verrrne~it zcc lvl",:es, t h e  Khrner government was forced 

I e2sher tc prim mazey o r  reduce fcs awn b u d ~ e t  expenditures .  B 

I':'; y> . :'..F * * if * y..:r-> \ .,+d i? ,:, ::3 -:?;<-$-? :+,>* <*- , - i \P ;>*?> c$,r;< Q..'-;ir ,: p ",, ,P -* ... . . 7 5 . ~ , ,  .,.. . .. pbd[. It? dl.: rat trrinc4iat;e~y per- 
@ " - ,*.:-- --.- * G b s ~ ~  I ~ . ~ ~ ~  ? ~ ? 1 5 % ~ 4 : ~ .  1";y zlso be sorrrewkat csffset Zf t;& m- 
$iw3 ay,"?cp of $35 w g ~ ~ ~ : i y  C X ~ ~ , T ~ S  refcigees f l e e  to wbm meas 
:p - E 7 > : f . - ; ~ . y r y  ;>:>-,: rys: l. r; 1 r ; ~ ~ < ' f ~ > z  - 



S u t  Chese zSse~~zatfr,r,s are pe r iphe ra l ,  ';c t h e  main problem we 

x i s h  to address, t ha t  cf %he r ~ L e  af t h e  exchange price fn genera- - bi.i, : ye goverment  rel;i*enTre an2 z f r e c t h g  t h e  przce  l e v e l ,  FOF 

1s-iel of aia and g~:;err~~en"cexpenditures,  t h e  rate- of $pow';h of 

zoney s a p ~ i r  - w sn2 53e rzbe af i n f 2 a t i o n  w i l l  be infnimfzed by keeping 

",he exchance ;rrlzcg 3'; ";e 5fghest possfble  level at a l l  tLrnes. 1 - - 

The ~ehLYts,xl.shri.iy 5 e k x s e ~  the  exchange prfrze and the rate of &~obFt;h' 

r* .( - cc zone, = > ~ p g I > *  Tnacs ?;:I&: t h e  5xshange p r i c e  becomes a ff scaL 
- v 4 L -  tr:~nen?. x h x e  2 x ~ 3 ~ t z f i ~ e  Znsreases in d f r e a t  p ropar t  f on to the  volume: 

~f 2 56 bs$nl; - z;%ye,- 2 

C *  + iie t.,avr 12i5;yj,.f75;?2i~$e9 'c:pt.:.iee;l ;;w~ irr;paptant; concepts , the , . 

'(* exchzn[;e +;al.:;et' ;.,A title ''exchange prafce ."  The exchartge prfce is 

= *  
2 2.c:~ ~;a ," . l z$ l~ :  ::-;:A', 2.2 siz?Py t h e  cct;nbinatiorl of exchange rat€! . :  

A . ., A ,# .d c 3 K p 3 :-:j ,:-h2r'r ,,., $:? ~ f . ? c ? ~ t ; t ~  i i l ~  ~h~r:~.;SLr.'lq t hc  -~aIucs of either one, 
. . 

P,-  i.,"i%? effchar?;;~ 7 3 2 ; ; ~ ,  9~ o'rhor* hzififi, 1s a phenornen~n of market 

**.$ r,,." C 'r",*? v- 
.4r,::~.+ 0:2p $11:1e!13:5 c 3 ~ g h t  30 be zblc  CQ observe. Both are 

~ T - ~ ~ ~ ~ ~  -A va , t r : !daq  v. 
A "1'3 '1 '1 3 ;  e ;:2 Cz: P, ,?,..+ " * 

r-l . 
C.w * f ..... + .A  r. - . i io  $11-2 exLen t  tha t  the revenrre is 

I EQ; ,CQ? ,,. ;c-,,+~i-c.\f,:: ,,, , ,., ~ 4 ,  ;..> ? - -  .iriccr;:e :tiat; skews ~ l - 1 ~  I I ~ C Q ~ F  distributf~n toward 

~ ; ~ ~ ~ t ~ ~ ~ ~  323.i c ~ f ~ v e x " f ~ z i r , 7 s i ~  > \, f \ c * c - 9  ,+ , ,- c .Lr,ls * Involved i t r  importing and away 

f y 3 ~  ppe,ple c;; f'i:<@d sa l , a r i es .  

- .  2 2 ;  ;:yq +.:;,* ,y *,,,>:*\..-> ; !.., ;<"&->*. 
,. Y *  . kJ .-. - .- ,. ,,, , xli?c;.o f.pts ?or: ttaries: I le Z;qyzt f on were $17.3 millfun. 

-: 7 ,  ; :.?3*, 3ig$:; c;;cz~;;,c? of j:t::y.yy& ~YQ; y07je:-3.~i3 f t;lte sale of fi~&'p ~ X G ~ B  . 
c -  A - 
=,=,:.:j:i-:~,(~j yjt: 24? 3.7:-:,,!$ ~ ; ; ~ ; ; ~ ~ ~ ~ ~ ; g  ;zy.i fpf2 r!$zzt>;; ;;;;;,;;;ly y l : ~ ~  p;y>cJpcttyj to incpea$e by 
2 - ,-. -. . 
:I ::6,? -. m~ *.a z h : . 5 : :- ;.",..+&, T P>F, +- (,::' $? ;:;,: 1.5 i c y ; ,  *IT-; - ,.A<; ,*- cai .& b?:$ c,?xp?c?t?.i to  ~ : * u ~ Z d e  75 percent 0f the 
:;c:jczi 3 ~ 3 1 ; - p 2 ~ @  fky t;:.y? ~ p y q + ~ g ~ ~ ~ t &  e;;eitie~ 2 5  Pkrsm Pel*&, 



A s  f z p ~ r f a n t  as Tt is., hcweuer, ~e have not suggested how 

L Go ~s$J%ate 3he ~ x e h z x a e  valze .  Tb is Che posPt fon  o f  Chis pager - 
thzt the best  apgc-oxf~akizn gf the exchazge ua3ne is the 'black 

z a ~ k e t  f z r  :-J:-%~Z ~xchaxge. ~ l t h ~ t ~ g h  t.here XS r t ~  space. far - 

a coa;=;et.o :32t5em:f s 3 Z  m3del sf ';he afriefaf and 

s. J ~ Z C ~  7 -z?ke:s, 5L zxy be  -sse%l to i n d i c a t e  diag~amatically 

$kg are pe:%';& a35 -+- a,ib$ t h e  black nasket rate should be 

- &.. a p ; : r o x Z ~ a % u ~  zr, eq-if Zf ~ ~ i r ; e  Tor ex~krange. Figure 1 

shoxz t k e  0fff2:al 2x3 t h e  bT.2ck m=kets bzck do back under the 

z p  *:hn?g? a r e  ZQ T,Isks bettu'e9~ t h e  ~ W O  SO that exchange 

* - 
Ad ~323:e t~ r ;3 r  f r ~ n  one to the o ther .  KO Ss t h e  offloial 

C~""~Z&,E~? 3 y r ~ e ,  I*-%" -...: r- t>*2 G'e - - . ,, s and R 2 5  t he  value of off ic ia l  2 
<?XE~>Z~:;", z::;, ~ W M - + C ~ * ~ W S :  7 +d+7+Tt-l 

A .  Y..rf @. .&? b15C*. ,4  be t h e  value of* t he  exchange in 
= .  

%. kc> .. wGr2Lb: . .-. ..' : tq~k+: t .  Zz :;h:fz ~ z : * ~ < c u ~ z F ,  e : . : ; f ~ p l e ~  t,raL~.e of ex- 

~h2,'443 "Qy 5:ttpzr: J %:i.zgeglg $ 3  be a50ye t h a t  for f'fnancfa1 trans- 

:$al*e I lr:kez = %yg?;,,.+i: " , 5 1 ~  p:*scess of cuer>- azci under-irp~~icing of 

4oL:ays 2 2  ~ k e  b:.azi,, r:ar*k.,et ", $3 xseG F*GY impopts  i n  t h e  sf"f"feial. 
'. , . 

, . -,.. Ti.,;;-> " : ,., T.; , * ,> \ , . ,&- ; .  -*-;.+> -.*. v A,.,,. * !-if'?% 
-2 5.1,,; e r >  5 1-iy 3 : t> E w -  .,* ? .+ + +L .&.AE, , ST;?, Ll t h e  value of exchange fn 

y : l ~ l  . v-d"3 . I"r%e", 16;23 +,5kle SBT:le, r r.,- +. . ?is r.esu2c i s  shown in Flgure  2. 

--..--=-3 %.1IIC / 
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F i g u r e  I .  ESDLdbED OFFltZAL A N D  BLACK MARKETS 
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F i q ~ r e  2 .  L I R K E D  BFFXCIAL AND B L A C K  MARKETS 



* - 
%hen t h e  z%Lae Z n  She kxo a a r k e b s  is e ~ ~ a l ,  t h e  excess deaand 

P* &ar d ~ 2 l a r s  fn C? ie  Slzck  aafkeZ ( c Y )  is J u s t  equal  to the excess 

s2pglg 5r-i %he c f f i c i a l  izpor t  szrket, and t h e  a c tua l  value of 

i n p ~ y t s  i c ~ k l  e---aad r*,-, , +bra &,., off i c f  a1 exchange auaf labilitg, bg the 

a ~ ~ ~ j g t  AS ($2 " < g x ~ e  25 . 
. I *  The eqsm~;brisn excha:,ge ; ra l su  is Shus approximately equal 

$ 3  t h e  black-z?ix-ke: t -  A 3  3, r p s u l c ,  28 l ~ n g  as +,he o f f i c i a l  ex- 

C;?2*;n_r;e ~ ~ 1 - 2 d  2 2  5 9 1 3 ~  : he 3Sac;:-za:*ket r-at e ,  the' govcmmenl wSl.3 

3e i w y ; ~ ?  r; 5 -1:; 3 1 + -t -L~X A , -  ,, ,, m~ .. i n p l f ~ s  t h a t  o n l y  bg setbing 
~ 2 %  !.^J'Rs?, 

trie off fr=:a3 r a t e  /eqw;aI $0 black-market, ra te  can the govern- 

::;en% cxpecz :a nsx%zt.,fze fkt3 ycyjefi~e, 

* * I f, St!-z -,, -- -+  ';Q zsee f'roa r '%gtrc 2 crlat  the biack-marke*t rate 

w i l l  be affected by a shif t  

%n c9rher %he ~ F f L c f z L  orr t h e  b l ~ c k - n a r - k e t  demand curves, An 

#,,. u z ~ ~ ~ ~ B  ma-.*szorr";. ,t;krr? duxzncli h a  Lx~..crts w i l l  result in 8.n 

3 . *. S 6' L i l e  a s i a , : ~  35 '~;ple biack-r~arircT; ifernznd crtc"ve w1XI a l s o  raise 

the 52zzk-n8rket raSe bxE K I L T  reduce  -- unbcr-lnvofcing--and eventually 

: r . - k " 3  ... + G~L :c zez o.i~er-P~;roj.c% at, :ire expense of  t0tt;81 L I E ~ O X L ~ S ,  These 
. - pessz-,s SE:OZIC :;DL ze  x i iexpuc ted .  Tbe ~ a r k e t s  a?(? linked through 

%he fafsc Snuofc l~; ;  5;rwcess ~ x d ,  as a result, behave v e r y  much 

".&. E4Xe  oae ::zrkut- .-ii,n 2::e marice% or t w o ,  an increase fn dcaand 

4 - p ~ ~ ~  , ; . e . ' " - a ) * l  . L Q L A ~ ~ S  $fly Tutl'c* 42r8 l fne  S ~ L ' Y ~ C ~ S  o r  some othe? Invfsfb1~t 

:ra,r;s!'er (suci; -:as ~o;rerrsr:c?rrt zlssi~rrs) should Lead to a decrease 

1:) {?~~:~~p~: ; " i f  ;fi>';gi7,;i:;lff f 'qz- i;l;;)::yc;S*l 

--a. . = 

(see w x t ;  p::5?c* 



r ~ ~ ~ - ~ , " ~  zy -L&Tzl: 8.:c.zF';3 -.-27.- - -. 7-t 4 
. ~ .+,,.; n:t 3.zc~pt t h i s  crsnclus.ior,, that Black 

C C * T I :  ;.;',rk&~ p2e ''?:PSf:' ~ ~ i r k ~ \ s  (CL59zf3A1;; in 8 ~ X ~ I S ,  E c O n G q j  l i k e  W d i a ' s )  & 
" - ',hzZ %k e1~i~$:--p,"$73- ;*.y_te ;qni7: itsFlf a f?;~nctfan of t& o f f l c u  mte. 

i r  

-i. ' VrF-3t2 C* ""7 - " - -: ;i-2 Tr>c,-; ' LS, 79- , * - *  7 *XL.A 73.7 + T T ~ L ?  . z s . L , e . . - e a  5: - . ... , . -;" L. .1 . . .. ...ar?n - F X ~  r~e?terf;.h~?k~S We ~ e ~ j  e e  ~ M s  
T.)>. '"i'.CY- ,- 

- r.-. I n *  7-; -., ).-.- *--" ..?P ",.--:--L 

.& =-, *A .T* 1 ~ "  * A ) = ,,.- - . . ..- al-iriLrGr-t c ~ c I I ~ . : ;  be qn cmplrf@almt,ter but s h ~ e  

. *.p - 7: *Ts ?- 7. : 1 - ? 
c . . .; Lys; pi--, t .--- ... I,.,. . -- ,=-hi- ,.... -.ii., *- :..KC? ;?Z"L e.1 ~~t?~~ ib~sa .~ l - ; s  an the S ~ E ~ S  of Fbm -. 

>.-->- " - <:-;-;::.:-; - :;-:,;.; ;:!;- -::.,,:.,?-- >.. 
2 ,;L> -. ..,, . > . ,* ~rl2f;jr~637L:z r-6ncrw a r t fv i t y )  br:k also aboutthe t;sizm.fer . - -  *- < Fjc!25$,n:yys :-..r.>2" rn ;:.:---:-, 1,?:7: apt sxf55 b a 5 . ; ~  2s \*,i~lf, the r r t~messt f  m n t ;  
- . , - , - - f . s- ; +? ks7 if r>;: ~t~t,~;~..:,r: t he  ;>f f iq j.2f. Black PTarket;~ do exf st, 

<;-:T3*.-z , : , , ,, . ,, ,.,ATE -,sf +,T-ic: :?I,? .:.k ~~c~I:-:t, br;-j l r j  3 f~.,,t i, r>f dmad a d  "~-ss" 
2A-rx2>j ;-yI;-.- 37 q, 75;?,s;tm,+ pcy f7i7S iR ->;a- ?ri-7.7b:vrr z I . ';w a &aged sibuakf on. 1%-e kgs 
, : * .,.< - 3  a. . ,!, .fl . , . ..; $4,: i,.--.- ( ;.. A-6.l;. 4 - . d - e t ,  t b,5 3k0Zr-t m I 

-.".. ,; -y!e z*el'3 f rlr; %+:%$ -G-,.,L~V- f l:& i.. f - + n T c  -.- -1 *eL - .. 3 .... _,: : A,.- X* .,EL r ;i. 7~14 t ! ~  cfFicial ?ate ~ u 2 d  axso be? ZU'i 
- <.+.:w,:*3:c;.; T.",.< "+.d 2 ...T. .. . 

I I- *A 
I-+.?, t*~,:i n? 

. . . . : , . . ., . . .. 37 k*;t?r?ij I:-: 9 ird i?'l;f t~3k that under scSrfle =they 
*.. > * ;,<.: *\. **;: -.. ! > % .\, -. ; s: ,-< r;r5 $+;!-, ,--. 5 : ,*-.-- + :--7 !- ~--+TJ~<.  +. , . 1%". *.? , - ,..,+. .. #+. ..,,A l.r<.. r ~ t ~  I s  indqlpendet~l, of the offi~iitT rate. 
>..+' C 

4.. , ..- 2 .-.1.-.-. ,. * ,.,, < -  .,;+,.:! r . , . :  ;.,& r:': %L..-':*:; L_i$z ;SI.;iyt;>: F;SI:CJ~: r*,xt;f~ , t ~  3 kjg~fl:!d k,%+q& t;~? a5- at, but 
fl;.,; ;r-.:,.?:?;;*, . ;.;.> * , * 7 , 3 < *  5*--a+>:.:++. ;&*.;: ,-jE "??. +;"> +,;gs,.-s .. -,, ,. >&,: ..,. . , ..., . c B A  . :=:.! c < a.3 : , A S .  f.l; al;:f~.lew:f the  ?L'ilemiam of 
i ' l" ,,.& +';'.A*) * ,.,. *;W?l< I 
.a+#% d-,r2L."y-+. .:%.,& ~ ~ 2 . , ;  :z g i  ->-$ vG,5r=.: 7 v x  - as g x  Lqjicatcjp bath dfdrlish &ret;ly. 



* 

ATth~ugh Zhe nc3-I 52s  as3ects of a ~ p a r e n t  great sLmplfc i ty ,  

f t s  lal,c.r12~';P~xs weyE3. E O ~  xell _P.=nrt -,Lgnized nor by any xeans mi- 
in Cambodia 

ve,-sz:,g a c ~ e p t ~ ' - j  2s 2 +>-:  ass^ P C I T C Y  decisfonsfunti3 nem the 

e ~ d  of the f ~ s r  Te= aeri~d o x ?  which afd was so inportant.  A 

large fac t f sn  f:: t h e  !Ynrx-r go-i-ernnent, and several advlssrs from 

;iC*r~~,,+.-. .-L ,.~,xzl-,ai c * ~:-~;anicaZ isrrs, azintaainej through~rr f ;  perjod 

&""  y4za% raZsknq yxc%zngc ra%ez c c ~ l d  o ~ f y  e~ntrlbute ta i n f l a t i o n  

t- d = d r  -+wet ,dg& eel"fec5s on Zxporz prices and ox the psyckrology of the 

*"ci;le. p r ks a rez:;l:, f x ~ e a s e s  ix t h e  o f f i c i a l  exchange r a k e  

*. , c2 ,=,.-ez r,..rq - tc :a:?? 9t:;35t; sp~;"adknsaLlg f+ol?.trwing confrontations between 

-*. ",? G.2- Afd Xissic)t.,  2nd F . : I T ~ ~  C~~yrer*;-imcnt; w i t h  representatives 

??<::; ?,hie ;-I.:;-" .- aL-- .a .c . ;  .- - ..? ,,..a-a D *.r2 - 92 3 2 ~  s i d e  a ~ r f  ~ ; Q w L ~ R @ s  OLT t h e  other. 

Trte ~ ~ s J * * l r + * *  ,.tr7>.+iq:*ss + * :+l,?xi::~?d foLl(3tx & pattern. After t h e  off f  cia1 

. . 
~33 ch;?zr:e ~ " 2  te n:< -2 3r.ren * : r i c r -  ,. , ,$,eci k c r  2 p e r f  ad or & Tirra t h e  p r i c e  Level 

. b+u,,$k.: ... ,'::j,*j&:? :*i::e:?. :r:;:::-,';a~s~;~afly 3:t;i $E;Q bfzck-mar*ket rate ~ 0 ~ 2 6  

be :Ge;a t3r^3 ~ z , t . , . ~ a l  C X =  ra", ca(i :+ is in& cantfnbtozrsly+ A t  a 

- n b ~ - ,  xPli~r: 2 :;atp ~ : . : : * I L  >+->,.>#-** 
f - \ a ~ c 4  .. -L~.,,~., re;ezslni: a4LCI ftirvls was t o  be signed 

., - $ ~ ? t w c ~ ~  -, i :~ :  1,:. l-:. ,YE:: r, fi:,:ccr ~ ~ q : . p t ~ r : ~ n C ~ ; ;  S;;kle mf sszgn would in- 
'we 

.- 31s); . sn a :*~:::.i.;-;r;s:-:f.?~:t -;F ";e B X C ~ I Z * ~ , ; ; ~  r ~ t 2  artd/t;he threat of not 

m - - ;C f ' ~ y ( : ~  ;i r ~ o ~ ~ a l ~ ~ ~ ~  i * . > ~ ,  Tile new rate would S:+-+.d$., - --." , 

< r. cSl+ 7 r c, S, ' 7 -  '- 0.  

A.aiL k a ..12ul,t e.f* % - ccmgrx:lse arr ived a t  through negoti- 

22z53rl -~_T.'L. ,.*, jia3;T$ 22% Z,e ';ke uai: l:*:~n: r a t e  the market wwould brsar"  no^ 

= ., ;~t.o:~lu 1~ ::e ?as& u:: ,?:I;/ 5ard ana:~s%s of  wisat an agprogrfate  

- > y * i n 3  J - .  -:.Q.? . - ; G :  ,,'"s eicCv>fiFr* ,.'.eiy t e::;>o~ary j ~clugl:t t o  be. Tr, o the r  words, 

! ;<<a P . Q > , * *  - F , *  .. q .. V_..yv;.t4 y 3:' * + .. ;".:* ,3 +,)~~i:::zi;f p r i c e  2 s arlf, i-ir;f'lat Lonary i i s c a l  

",ooi r,';,; i:jr:-% ; ~ ~ ; ~ , P % c ~ ~ ~ ; ~  2 2  3 : ~  Q S ~ L ~ Z ~ ; *  of exchange value 
b a r .  ': .' ., . 
A,,, I* e:'S:k& ,:,' 

P trr~t~.2t-.r;f-3~:~. ('r .,::?,:I Lr'r t tie 3:~i::rr;c-rp and fall sf 1974 %tare 

i: 
2 



t h e  ~ s : S c g  izplicatlons full;; zzcepted by both t h e  U.S. F I f ~ s f ~ n  

zxd ( aga l z  yeLuctzntT3 2 3  soae q~z r t e r s )  by the K h a W  g ~ ~ e ~ ~ i f e r ~ k r  

--. I n  Sc7:925c~ l 2 i G  %he :kazc~ gavernnent prwmulgzted a reform 

~ ~ ~ ~ > : . t t i ~ e  E!%z< +,7E11L. A -  I a f  .a_ @LC< ?e-:is& t he wag Ln which f sreZgn zxchange 

*ul,-zz "" " <J'J' - 
. A .  5 2 .  it; B Q = O E T , T ~ Z ~ ~  - c h a t ,  *POI? palitfcal reasons, 

k j - J ~ y e  f G ~ e  jKf: 9xr" ,:,asA,- c ~ - ~ E ~ -  -'J-:cac .i,, p b - C ~  hzd to contiintte to axrst  in Phnom 

* t++- +zh3 the b l r  mt*>:i$: fsr a55 t i e d  ts Ame~~fcan pr?oc;~rer~ent)  the 

'"'*" pr r* ,. " * 2;; Sd1 i*,Sr;~d 22.d 

25(? xa-i2.t ~.%ae Zo be :?aTZ& the "X..ial~c)ze " , t; heore t ica lXy 

Ji rr *+ yic2, 2u ;: E2 I-: +".i-) ,.,, 2 ;c - :: I.; i ~ e  ~;~-iex~nmen t co!a ld purchase exc F;ar;ge and 

- - 5 .  . < \  * + "  * * .- 
, ,  . % x j  La: f.sf';; -2 I I. " t h e  leg i t ;  i:nat,e f inancf  a], dpmarrcld t h a t ,  

bt.;3;<2e "*' .* - s n r l ~ ~ ; ~  :*es*:r:ct$.~5s, caul$ accrarzaodaied by 

V>:Z:% t\* L > i < a + ~  ~ i q ~  ~ + = ~ y ~ t . ~ > * ~ - *  
- r c * ,  s %a.ba . f-?ar;;r gf i,t",e tr%t25z~t,10ns that  bad formerly 

_ A. . ,-- .- ---.-----_---. 31_*_ 

* .  , . -  . ;  . . ; ,  7 , -  ? " - . ,. , .-. $ , .  .-, . . , r .*-te:., .. YC$ .* .k *: , . rp3,  vE:e tl -3.  $:~:)~~r*r'~nent w ~ e e d  to match 
3 3  1. y::*fi-c-: ,,. ,, ( . ; ? r r + . n : i : q  . ,-..., ., ,,., :. . e.-.: * f^:-s!.rt x:: ~o..::*uc !.ip t r ?  a tr,ot;nl of $f7,500,000 Fw a totax 
::~g3;-;,yq~ .,,., ?.a$ 2r,'a.. ,, a,.A-.:: a". ?.rrfi: 5 Ez@ of' $35,G00,306. Yrle ot%r FEL; 0r co:Zt;rlbutt02.~ were 
,i z;?aq n , ~ l  4:;i~'j5rzl . 



Seez hac::;eZ 5; t hs  Yiack ~,zz=ke: ;*;ere t~ noic b e  accepted on the 

.-; . E3y.~ -- . A'; e~ch"i;3_nge prices h2d t u  be treated differently, 

% c . - . - ~ - v p y ;  . ,, 4 , -  * , ? g o  A s k s  I I I - . - ~ ~ = ~  ..-Z L _rii- - L . Z ~ L -  - e ,  whiz3 his3 to 5 e  o ~ e n  continuously far  

L - k?g!-ng an5 ::2Zlinq, ;$as ,Q Da*se a single quoted rate with a small 

:;r?&d Setxeuz E-,:;:f azxii self ing.  The pate was t o  b e  set t w i c e  

-- - - a d:5p:hLLL'- &,a- 3 p - 9 - 2 4 - i  
-.-y5 bJd ,L~.~.;, ,,PF c5z:reci b z  t h e  t : ~ v e r n ~ r  c f  the Nakional Bnnk 

Y\ ,. I - C  

~ ~ r : :  ar%2 t.2 5 c  k k s ~ 3 ,   ITS^ L y ! x  S l a c k  ;.15*rket, rate. Thtrs, art o f f f c i a l  

~2 ~ k e t  233 id +*rr** e j p f  * - C  C 
r13  A** b %.:,:it- - a,,n $ 5 ~  b l a c k  market. 

- A  - :8xc$-)ar:~;e 'r-cxn :.i-,e ESP was to b~ sold through the PdkIC t-wfce weekly , ' 

L,, f '*@d ( . : l . . v c  t '  ?-a 
*.k.i &.,. i * + *  ~ , s ~ ~ ~ ~ p : ~ ~ : ;  22m...* ,,,,lsr 3 ~ i i l t ~ h  ~ ~ : , : 2 f , i # n  s y s G m  ~ i t h  a f l 0 0 ~  price 

iTt:% :2,fi,,i ++:.:- Y , , u A ~  :Ac..-..,J*+.9 - * , . , v - . 2 - U . . i , *  s 3 ~ ;  T2;.,t3.,-D & Y W . ,  +; \..LQ 3 b  r l a ~ r  ~ r l c + ? *  "lie lowest acceptable 

t i 3  to b f l  L ; . ; ~  that 2 ~ z t  absorbed all t h e  ~ x c h a n g e  available 

iqr*t~ld \$ ~e 2 f;x<,-:j csyc2rt;agp bs;o-;: t h e  'leas r. ,xte ef ESF, f "U 

. .  . .;q31t ,%," !,- p:.e Jleer3s2iG 5s is ;lzj ~Zxrays 'tleen, by . ~ o i ~ g  "cirougb massive " ? 



.4 i - .,,, ' .  ,. I.. ' ' . . .k,B 



", - A s  s fizz1 2r:cT:aZio:', a;; Laxes on impor ts  not matched by 

t a x e s  on 5 ~ m a a k i c  ~rmtcc:Pzn weye GQ be elinfnated so t h a t  %he 

- - - A -  - A  - n - = ~ = ; ; ~  r - r t , , ~  F ~ ~ . P  Av - b.zc3ne :he t y .7 -  .,, pr ice  of exchange ard the devfce 

t pi;* 0 ;3 $-= t. ';'? < - >5 "?:; Q-! .,., .+--L5ii  nzent reyenues were caf lected. ~ h f  s 'rendered 
- "  ~ i z ~ ~ , ? s s P c l e  ~ ; f f e ~ ~ n ; ; i a l  t a x a t i o n  cf l m p o r t s  bu t  presumably at leat ' 

x p a r t h n  ~f :;be h s t  reyezue x c u l d  be co l l ec t ed  t h r o u g h  t h e  b i d  sys%em 

.,.--- c n  t%e ~ 3 : ~ .  ' 
Ccxplcte clatz o?=: rc:;c:xue c o l l e c t i o n s  are not available but 1 

- 1  

YLgIAre 3 22esents z ptckure o r  w b a t  happened to ESF sales and 

e:icf.iarige ra . tes  ~ ~ ' L : ~ ' L " c " E  Sep?;ez&er '197'4 and J a n u a r y  1975. In 

Lri";er;3retls~ :.hese f f ~ j ~ r e s ,  ft s h ~ u l d  be kept  in mind t h a t  I 
alxus'c, nccl excl2na::ge ir2,3 beerr s o l d  f r o m  t h e  ESF for two months ,I 
~ : ~ i o r  to Seg:enk>er. Th? exc3znge rzte before  September had been I 
4 'c, +I . r, ,-,, : + 5 ,.- F)FH* du i l a r i  and ',he exckacge p i c e  around 685 r i e l s  p e r  

do ;3zr* 

I 
1 
i 
I 



Iz t.te=lxis of %!re ~ 2 - i z 2 r y  5'o'aJective of rafsinq Te-irentae, it 

should be  clear,  evez xithouti detafked f i g u r e s ,  that  the reforms 

sep~eze3teS an ~ Z Q F R Q Z S  ixgrouernenk over t h e  previous SgSt iXIa  

Tke actual  s l e s  >$ere nade at prices w r y  c l o s e  to and QCC~SIOR- 

a l l y  zkcue t k  black  narkec pate. In a d d i t i o n ,  t h e  elirninatSon I 
of t a r i f f s  :::ea~'; ^ , ! ; e ~ e  'r..ras l i t t l e  opporturrxlty to diver t  gove~rr- 

:KC:;% Inccse fra::r kpy_n t ; s  inZ13; ?r*iuzte pocke t s .  In terms of stabif- 

Szacion, t h e  golfc;: adso seezed t g  be e f P e c t i * ~ e .  The Phnom Feah 

+. P f':" - no:*n~,,, ,  cizisz p r l u e  index r o s e  24 percen t  f ron  Aus.ist 1974 to 

Sepl; e:n$cy axi? ~2;; 13 percent  from September to January 1915 .  

~ > e  USdL3 -pzce L- - ir:t!cx r o s e  32 Ferce t~ t ;  between Augtsst and S~ptenber I - 3,nd 2not::er 5 2  pcrccnt  he txecn  September and January. By e i ther  I 



m rhe refsrss >$ere ncC xi tho^^ prcblems of t h e i r  awn, however. 

The major sne %$as t h e  %ILccaticn of income f r o m  t h e  sale  of a i d  , 

derived f oseign exchange Khen the impart. d u t i e s  were eliminated 

a14 reveme - e z Z  J - I n t o  $he c o m t e r p a r t  fund con t ra l l ed  b y ' t h e  If.8. 

. - nlssiox. Y 5 e  2lhzie~ zsnsented to t h i s  o n l y  beca~se they believed 

- C -  - L .  tnd, the counterpzrt weu26 be a l loc%ted  %a them far  budget suppart- 

In t he  event, political 2ress:lre 2nd a large Increase i n  refugee 

- -  " 7 -  * izf"lox f~f~".t ,ed t h e  \:.a. ;o t~ss ion  ta p~smise most of 'the coxnterpaP2; 

revenue z r ~  She 'Zu3r:n",.~ry Aqexcles, f eav:ng the Khmer htgh and d r y .  

+F aF% rLhrie? vesn a%t.expt:i?q to correct t h i s  s i t u a t i o n  by a p p l y i n g  

zn rxchan4;~ t a x  d:reczly t o  $ 3 ~  sale of exchange when time r a n  Out, 

v A,,e -- eeozom-lc; r.;Tc:-ms based on t.he rxride2 presented M h k s  

p%per : C C Y ~  b:; nc  ~ W Z R F  ~ e m t  L Q  be f f n a l  steps. For example, 
,1,21" 9 

Zo ;he exken: Xllc=; -t:er*c S ~ U C ~ S S S ~ Z ~  I n  moc- the exchange ra te  to 

I.-. 4' " t h e  Siack  !arrrkes , C L ~  2r.d e l i rn ina t fng  most of t he  t r a d i n g  i n  the 

b l a c k  a?.:*ke: qt5?:?s:i. x a u l d  hsqfe a l so  e;irxf~ateu a target  va~fahle f o r  

C,:.le exc?:anl;e =~.jaX:lcr. A new declsion r u l e  would have been required. 

One p ~ - ~ ; b 3  .. 3+?-kJ :it:: xoulf:. l:ave beer1 5 0  accept  t h e  purchasing power p a r 2  ty 

:hex;;  2nd ::ov +",he exc:;azc? r a t e  u;) w i t h  t i l a  domestic price level.. 

171% 
I c f  s ;r~z.id i;ave r r ;e~nt  zlsc; acr ,eyt ; i .n .~  "Ve idea t h a t  the equilfbrium - - * -  

excixinge va l se  xns Lhe price t;h& r:iaxilnized r evenus .  An alternative 

z;al,ic;;. wu.L~d _,s:.e *rye,-- ~eer-2 t c  fo rce  t h e  f loorvpr*ice  t̂ rp on the ESF more 
. . 



r3pidl:c t k ~ z  t h e  ~ ~ f c e  :eve: r cse .  If t h e  bfdding process 

h e  r s t  cFf ~ z t e  affecte6 t5e 3 i d s  reccived khen ft could be 

aTg~e9, %bat p s s h i ~ ~  t h e  ~ z t e  UP beyond what Lie haye called the  

' f j -*- 1 \ 
- + u A ~ - u ~  A.~rz 93:ck i2~5~ -.-2:xe n i g t ~ t  $?$ a h the emrcire demand curve 

zutwa-" = .A 27d A s  1~2reaze r , z v ~ u e ,  gerhags substant i a l 2 y .  1% seems 

- * syvals:; gZausib le ,  hg?re7zer, to t h e o ~ i z e  tha t  rather than  pushLng 

aut t h e  entire ~ e ~ a n 3  c71r7e, 0 2 ~ 7  x k a s e  p e ~ p l e  b i & d b g  c l o s e  to the 

CGL-~?? rate ?$:>$;Id be zf'fectt;;j. They might  paise t h & r  b i d s  rather 

J- ,nzn * Lose :he opg.!s?tuni:;~ to b l ~ y  exchange, a s u s i n g  a b l i p  do appe2P 

sn Gk? c ie%a*~~~ i  Z 2 j T Y ?  3 2  :A? c~Gar f .  r a t e  in~ved up but there is no 

.I I F@;53D3 t~ b3d~ea,p61' t:.:gt; ~-27er;r~r~~ ~ ~ F Q L I ~ ; ~ c M ~  t h e  curve would raise his  

b 5.5 z ti S- ,,, i, l-s eu:;zff r*:it+:: nz;rerj up. If bfds wetie no'r; affected by t'he 

e ~ g e c x + 4  .=!!- .* LA Y PC*?'* d I  A fz:wc t i t 6 2  uo;icy ~ i o u i d  Aave simply eliminated Is# 

b l 2 d a y s .  

f <.; 

.e-" 
* 

,,.-,,.?apt%=---. , . , , . . ,;-e:ly a ror*c~j< losr: m u 1 d  haye been nnokiser innovative wa: 

t ; ~  a B s s ~ 5  cay? ;  y y c ~ ~  $,?-:c> ; ~ ~ i ; r z l ~ !  SQ~',Q:*, ~ppeapfprg Q ~ ~ ~ Q U S  than 

2 -::ax l:;c:*ezse i;o ?;he r;t&dic e l a s s  on whom I t  lwould be imposed, and, 

ye!; ;;,.i-?lding ::er-i;,zps t : ;~  ~i%r:ie peq.;cnue. Bi~ t ;  f rorn a pra~t;ica% pof 2 1 t  

~ f '  ~ l e b * ,  a f 'srcad :c;arz p s e s  t h e  sarae bflemrna a3 a tax,  It requ%xWs, 

thl,ak sv::re ; r ~ s s h :  ,,,(?, YenszrzbLe sic{:: of x e n l t h  be taxed and I t  requires 
. . .  ; b ~ r e a ~ . ~ r a ~ ~  b a c i c ~ c  c y  2 aegree of government 2~111 n order t o  c03le 

? .I ,L ' A -  .f ; S  y _ . . ; r L u r ~ y ~ e  ,lI"L,.,t... ;,- :6:hethc:a %k2ese $hfnk;s xere  present in Phnsrn Penh 



3: $52 F Z ~  2f the ~GW, 3";s s . L ~ G  de$atable whether  t h e  political 

?-.cnefIt . . f  a ~ z r g i n - z l l ;  ~ e d x c e d  rate af inf"1ation would suffic5entlg 

ofYs% thy ~ 3 l i t i e a l  cost of a forced loan  to make t h e  praoess of 

- - +  2 ; 6 -  
:,..L,, y ,  ,,r;.y arid po? if i c a l  s-;en= macia s u p e r f  f arrars any f u r t h e r  eeo- 

n+?n?c ex;$br;zi::nzs and ,  5 0  s ~ ~ e  ex%eat, ren3er d i r f i c u P t  fnterpreta- 

52clrr 2f ;r;,-,a",f-,agl; .ned a Z e r  the refarms. It appears, however, that 

+ ,,,- fw;bJ-L~Se.z  - -  + A - T ) ~ ~ ~ ~  - .z ~ c . z ~ s s ~ - J I  kn confr5bukt ing to an. Lncreasa in govern- 

re;-;:-;:; ~ t * ~ e , r ~ : , e  2ri? a a*e tjz?:lr;.n I n  t he  r a t r  of" inf XatLcx. 

- = n  * a&, +% 3 ,,3,::.,i= 2e 3" 1 5 -.- x-iu b.,, . i a S z ~  or qualit:;. of t h e  economic analgsis 

.c .*I., t7'7""- 'wL;ln" 3 in Cs;;br~(Z 3 a , : ,, c*cn,j $ c,.~ b,r, ~ ~ 5 5  apparsnt  that; a&3. t h e  ecomomfc 

, 4 .  

: i3 6 2 zagt> f;2.:3;30:3<"~9:*~~~;;-351e.~ f s f t h f t ~ l ,  and save energy bp 

r E ~.~cpi-$;~:. ." .. h z ; ~  ry;,.:yi :;cr:~i;,;lc?!inc 3x3 +if:lss ; ; ? p ~ l ~ f i g  k.:is 1 3 ~ e .  But the 

Z, *i2 55ev2%:c v.i.rr H.~..ll:l-L+ / .s -  i Y .j + _  rile ,:.: 1 . 2 ~  CE?~Q:IC~;~C r.e%orrrt was necessary but not s ~ f -  

,- 2 <, .: ,. &- -.? 7 r:n ? l l c d ~ ! n ~ r i ~ Z  : j ~ ~ b l e : ~ 5  Ca:r.bodf a were p o l i t i c a l .   ad ' 
4 *.. ,t .:v * *A*.. 

zflp - ; ~ l r c i e s  ,q ' . . . .r\+-&*' 6, .A,.,. ,,, f 1: ;.epi;e:z!.ber o,f 1919 been f+al'lowed tl-irstr~bout 

'I . . 5 .  r..:; 2 ~ ~ ~ ~ s ~ i  r;. , ,712~ T ; E ~ ~ : C  pe~~rrticted more emphasis ~"2  A 2 L,* , - 

, +,E;;; .::.-L>.~:. .., ~ , F ? c ? : ;  - L:~~c~-x.J cr: i;hc oX2tic;r l  pyobiercs & h a t  u l t f s a t e l y  led t o  
i 
i r.t:3.% ..,,,A, + ..,, Ten. ,, % b e  Z-,;, L, r r g ~ c r y .  , ,hue, r < r  ~:ud , ss G C  eke ssdde;;;t events  of" cur ren t  histary,. 



b ~ t  tho f ~ n < z n ~ z % a Z  c b - j e z k i ~ e  fz a case like Cambodia is to 

& - GF z ~ ~ e ~ ! z ~ t , i c n ,  Si7:en kha: ~ 2 f 3  1s the ~bJective, a m;t,jos 
4 + " + y L c  Ca2A - prf;.?>- ~ S Z J  i~ t .Z a+C U ~ . r l . G l r  - : C - L p  the r e f  value ~f res~urces los t  

f" -,o t h e  F~~JRDP:;:, t ~ e ~ u z s ~ l p  c!:e coitld arrf-de zt this figure 

u;;fryr" :;?;c ~ 3 y z  3y et7t f f i~ t f  r1g t h e  fall in prodtrcticlz adjusted 

d- * * -  Y 2 r  a:]:; ?);ng;;e i n  s . , i ~  f;3;$~ ~ ; B a t  ::ere fgrncrlg g6\LnS in to  the 

zn tl: + fi ., .... ?as;:::f CC"St;Q.!:i>r ,'i;g~l no + P ~ P C > - ~ C ~ - .  d+ .- * , Y 7 t ~  trzide, a ~ y  decf i n e  i n  

I a +  ,,.. :dl*.P, ,.\' ,- L~ , .% '- a>$ .::::~;4ca;:.y fz;.j:les 2 raz l  i y i  consumption. 

. . , , <&>*>p % 7 7 - . > < ; ? * ?  <-  - *...-- . - l.,,,,, ,& ,:l~a;. V ~ Z  5e ;:t;~crc!ia.sed wi%h mhs earnings flr~1.m sxgorted 

wil :P---.%----r-7,-- .--_---____I.---- 

f 
- r *  ,.,, ,,+ ...,. "?.  . 

.....*; :,, :,(::$ ::~:x*c :f,:.: !':67317+; $3 L F ~ C  1,:;~f r b ~ r ;  h c o n a ~ r n p t i o r ~  and sa.ui,l-rg 
a,.i< is ~ ~ . ~ s ,  2:; ;i ~ q ~ ; 5 g t  ~ ~ : r i e  ~ e z ~ ~ r e  ~f  elfa are* 



t5e c o u n t ~ y  is receiving (or gfvzng) f a r e i g n  ald. If it 2s 

*ahbas* ,5 - A = A r  .-: , = 0 , ~ ~  .JL -353 = s f 2  , csresun-,tErsn u L X l  be hfgher than ~ P & U G ~ ~ Q K I ,  

Thus,  t h e  aeth~dsfo-5:; F o r  d e t e r m i n i n g  resource Loss C O ~ S ~ S ~ S  

- A  

2 r ~ s t ,  g+2;s4ca2 6 ~ ~ t r s c t  2123 of p r o d u c t i v e  capac i ty  as a r e s u l t  sf 

*:-,*--& A .  - -  + - Seccn*l, LOSS ~f Z U C ~ F . U ~ ;  ~ a ~ a c f  kgf inc3udfftg that far* 

e x p e t ,  d z e  t.2 183s sf ~ E ~ . P P ~ : c ~ " Y .  T h i r d ,  Losses in output, including 

Ti~rces  $2 :o <Zc;u;..::.%sz ~ a : "  p ~ ~ . f r i ~ t  i v e  ca;;tacf t y  from consuser goods to 

dar m k ~ l a J   kt *2:2es not, e n t e r  f n t q  t h e  consumption of army pcrson- 

+?<A? cv:,r ~ti.+..r *.b***-+ 
z* - * ., ,, ,!, A ... nte ir,5", ;rEb;~rfs. T i ~ f  s thlrcd f tern 1s ealPad 'Poppar- 

"+? C.-h3t 3'1 2,:;:j , ' f . p ~ ~ : - r g = " q c  - c (4 . , , *? ?lnzs c s ~ ~ l b  3ave been produced ha3 mobZ&f- 

cc.$oed) --.->?-,-+* L . * % G ~ ~ ,  p :,!;? E - Q : ~ Z ~ ~ Z ~ Q  Lri  ~ h s t  ~ g g l f f  be ? * t o t a l  avai l -  

2.35 ; . ~ r , j ; .  " zne el<$ap:;t;. 5 3 ~ ~  k i i t o ~ ~ d  ' G @  emphasfzed 1s t h e  fnclusfan 

w r  of' & ; < p ~ r t  1:3t;~?;" 35,-e5 + z ~ 2 ~ ? ~  : : x ~ ~ l l ~  C- rneas~re t h e  true loss 

xl'repa~s ::2~0_171,2 ;::fie ,-I yes l d z a l  s z;ay r e f l e c t  f a$ tpanssctf ens 

T . f .. i;+? ;oC'C' L- ~.2s$i 1 1 '; Sesm + "  C D  C; sorce part, of these i s  t o  be mde up 

. .  - ::; l:; i;L+:2c$s 5.p ;52k;kr> p < i ~ l l ~ a i e ~ t  ?-hat g~cst be pxeovidf?d axxd not a 



Ex2ressed i f i  t e ~ n s  or i'cre?gn exchange as nune ra i r e .  "bus, 

* p  * +  
Xi ZLZ ZS ta be givec in do lPz r s ,  the resource loss sh0uM be 

- * - c r q n p 4  - e ' f i + . s a a * l  ,u xn dslEzrs. 

The aeasxr?nent sf Feswdrce  loss fs no t ,  cf caurse, a static 

I - 2szP*~Zt>- .  rh- ;sss Ttseff is a flaw rneasgred aver a year aM 

+ -  +>.DA= 4 - f 3 ~ u  xIPL 2ha-mge as the situation changes. Increasing damage, 

z s  p x d z c : 5 ~ e  A "pril%tiss A afid lncreasfng l o s s  of terrftory or 

C+>atP3f  sf e x y - ~ r t a k l e  pr?3:~c%s  ill change t he  aggregate measwe 

7 +.%+a 
d A ' L , . ~ ~ .  

'* 9 *. n 
.,,,,%d~ 3 s ~  12  re-.--- Y.~ lr~dbf :z  c n ~ ~ c e r n e d  pez* capita consump- 

L- * 2.:;:5,5;* ~ ~ C ? . C ~ : : . ~ ~ ~ E V E  +$,.ep ~ z p i l * a  TOSS ) a ~ I l i f t  off cantpal over 

f"a;:uI:i"sfor: ~lrfl l .  2:.:.2. zffrc :  ';he rr;sltt,wce l o s s .  Loss  of te.rrit,ury 

f i c j A h r \  3 c.2 - 3 9  * br 
L .I. -r p .r "-2 ;:?re-? f~f>i;;ee itti'fox :qf.rl ~ ~ " e a $ @  a r e ~ o u r ~ e  LOSS 

r v + t c z r  ;.i5 3 3 2 :9+ ~ - 5 ~  ' . - * *  a 
;$ ~L:..:,AQ*.E '2022 ~f grodircf Eve Eacf 4,itfes and 

q r 7 : + 2 p r 2  :zfl ~ ~ p f ? ~ : l : ~ q  
.%. .* ':F A ti?e ;, + , $J+, Tcjss a l so  invol tras  loss of + . C ? 2 r c . j 4 . p v r r -  

cc2zt a y ; ~  i c  S;:C~L t ~ r ~ ~ t ( j ~ * y  arad3r:ing nore ~$531 Income than 

;* *-<..,- ,, a~:, cQc~';:~:friif- Tile ,2p;c;:'eglt,'e T e S r j G Y C e  L Q ~ S  W O ? J ~ ~  need t o  be 
. , 



a- - 3k?asur%-=q tce rear ressurc? Loss, whether at a p ~ i n t  fn tfrne 

D OF over e psr fad  of t f z e ,  f s zot an unambiguaus exercf se. Reduceit ' 

-end-= ,,, d,blnn n~ due 5~ dazzsed razlZit3.e~ ar" loss  of C e r r l t o r y  and .- 

I L access l,r, w~tprz2 r;d produc t s  sxch as rxtrhber caE be estimated ir 

one kas >Zstsrf,::a, recorSz ctf o;a%pxt. Aeasuring the opportunzty 

c ~ s t  Qroregnnb ~ y s $ ~ * ~ ~ ' - ~  ,,, , > , r ]  G? a refugee popula t ion becomes E U C ~  , 

ra-Jye s ,LL * CFIC; , , ~ i ~ ,  j-.-. + L. ~ z f 3 . 2 3  b e c a ~ ~ s c  zrt z c c u r a ~ e  count of the numbers of 

I . - peq;Le k ~ * z c l - i r S  f s i z g T z s s l ~ - l e  t t ?  a h b a j . ~ .  Eyen when m*rnbePs are 

I*--+ L.-cV a+*c+?~iiab1e, e L:- k> , r , , ~  r"ef?igees and n i k f  %r:r persorrne3, it; is necessary 

> 
C , , W " 1  2.5 z n  &;;r ic~l  t?cy)~~ctf;~;: l i k e  Cambodia, t h g s  can probe3ly best 

be ;jr;ne 27 : ;~tnr:  ;f,n, e--'-- ,e, ri.r.ste ~ J F  gff9raqe 02% ~ I . X ' L  f rr t h e  agrf cuXtur&3i 

GO"@$ ~ ~ ~ f i & S * ? ~ * ~ 7 3 ' "  t? $< '% >?iiA ? * ?  f > P l  
. + w b. -+ ** ,' <A + .? ,$:c +, !sox m c h  of t h i s  L ~ s s  1s to be re- 

v, : > .. > 4 >-. , * . - *,,. . . , At t f -  ,%" a:Q. _ :; F S  & ;  .a-u,a,d,, g l t r  : .- 3 r > r ,  25 p 6 1 f  ti c z l  r ~ t k e r  $;&an eaonomfc. 

T&re a2.e ? V . h*2+?e *=. sp21i - -  ,, ?-A- dte +- arBezs + ,<na$ * ...-;I ue considered,  The first ' " (C 

C * -. 2s w:;e 1 ~ ~ 3 ~ 7 ,  ~o,P!  OF $311;;:: 1039 Z ~ Z C  15 50 be made txp. If, in order 

C * A ., 5s ~ , @ ~ ~ , : ~ * ; e ~  ;,E;s";';rie s e o i e  ~ t 1 , ~ y ; G  ' - ~ e r ~  some park of' the  burder*; 
A 

of' 55'2 x;3rS :he ! " i~sct , t f~.a replaced s h ~ ~ l l - 3  bo sornethfng less than 



+ 138 ~ e r c ~ n L .  in GamSsdZa, t h e  I n i t i a l  decisf~n was to maintain 

t5e sLbzndz~5 GF LI-~fng  2 ~ ~ 2  t he  calctl:&,ion of aid was made on t h i s  : 
- - r 4  - L . % 5 - 1 ~ ~ e . - + - ~ q t  .,I b *?A&* Z ~ % ~ L S  vere made, howeue~,  to up6ate Or 

r ecz lcu la te  $he T ~ ~ U ? V - -  -XL,...e L ~ s s  as t h e  war progfessed and Las a sestrlb, 
. ,  , 

the 9bJect i - -e  sf azin",aizing the lrrfng standard tended to be lost 

aig3iZ of a53 s u b c ~ 5 l n a t a ~  Zo zd hoe respsnses to events and perpetu- '. -- 
z t iox  of doZLar Ti-al.r;es sf: a i d  Le%-e3s p r e v i o u s l y  determined. No new . 

.;xgll.cit p o i i c y  5ezZsinn on rea lLosa t ian  of t h e  burden was ever made, 

however. 

2:2gpo?te4. 'The z i ~ e  2nd s t r ~ c t u ~ e  sf t i lo army should presumably 

3e Bzsed cc an acc:;ra:c sX;llfuf L;: done evaluat Zsn of t h e  military 

r c q u  f Peserx-s. i f  :+:<is ~-:a:~a:f os is accepted by t h e  host  gaverrrmenc 
f c *  ' 33.2 %,kc 3'3. 3 L I *2 6zt;z;ir:rf Se~~ry ia  +;he bas3 3 f o r  agraeement on the  size 

ttesf Lc t;osr.,-c~r.s~:::t;t.l:, f ~n !tiat cz*iel zhat Z I I ~  n r i ' i f  t a r y  w%ll be absorbf ng* 

",'r;e -,alculz";$3r, c Y * ~ : ; e : i y e ~  Z Q S S  a ~ r 3  aid (95  all or a fractfon2of 

J;$;~; 1 ~ 5 ~ )  :;-Q b e  ;:lyc-.n 1.s t;k:e~ a ra ther  s+;r;lll.;htf'orward exerc i se .  

suci; ar: ~;.z:*rat2crt  -a:: :lot t;e aT~-a i l ab le ,  as was t h e  case fn 

* -  t2A..L*b~iG* y;l,r,,.; c % Fv.f* ;x?z-~ - the bccisZ~n ..jr; t h e  size qf  the m i l i t a r y  becomes and 

y j b l r -  i r) 
Fs-., 

. . +cr , , .~  B :ieg-',~';i~~t:ed sne. t'ze h35t ~ ~ l i n t ~ r ~  If P t  knows that its 

- z # <  Gs, rac39pzs dey:~rld >r;.on t%e  ~ : i r r j e ~ s  in :lie ~ n i l i t a r y  and that; 

~ppi\3~5gf i :  t:: ~ 9 s :  s cpc :;11 ~5 zz;< rei:;iFjurlseti, >a=; evlepy incentfve to opt 

f ~ y  as Layge 2.; arF:iu 2s ~ s s s i b 7 , e .  .'EL? U.S. is a t  a d e f i n i t e  dis- 

zdT;an%sge 2 3  s;ck ::;cqut :a% icrxs 2:ilez;s Zt has some ascurate nlX5tary 

--* --- *----",----- -- ------ a,-. . 



i n tg l IZgence .  r?; dwlr-x  ----: sls2 2: X L ~ Z  s i m p l y  accept t h e  numbers pro- 

posed bg 35s &cst ~c-.~err~%eak cr a c t e ~ p k  ta scale  them down in some 
- r M  -- 
Ada :=lade~ t3e %ss-is.aptisn t tm t  fheg are hntrnd to be ~vers tabed .  

( e i t h z r  5 c d r ~ e z : 2 e n t l ~  25" or in 2gYeo;rzent r i t h  t h e  host g~ve~nmenG) 
" - 

f t ~2s jLd Ch* --a 7 - 
,+ ~zders:002 k3- e-irergane that  any f n c r ~ a s e  above Chat 

7 , - x - r p l  *anr. . ' l .n,s * c*qorm i L b  .- erl,& ,+ %:I ' f ~ c ~ e a r ~ e  in domestic taxes  or UfTatish, 

p '. 
a s  In p i t h e r  case f t  xi31 r e s u l t  

f n  a d e c l i ~ e  i n  m%p?:",tZ% is not; made u p  by aid. This fs nsl;, to 

4 F*t* *4. 
L . 4 A , ~ ~  tks'; :ke kzi t ia l  f o r c e  Le*~e2. c h ~ s e n  a ? .  t h e  basis f"or afd 

5?13~1<1 pr"z;;zkn f i x ~ ~ j  arid iz:,ntrta'rrle f o r  a l l  time- I F  P I  appears 

* k> t 
~ r , , ~ . ~  ';he * * A  5 r 2  4 %  ' " A 5qr*:: T'T;: 1'; 5233 5 L C t 3 2 t  i o n  r eq t t b r e~  an increase, 

*. .-L - . r . c , h u ! , > , c  $ 4 . -  d m t c c c *  
t ?  . G ,  I.lrk:-lLdA ~~S. i fc ;q  obtjlj ectfve~ remain unchanged, 

.?>\,,*+a <>;;.d:*;3 :lg ; 2 : + ~ 3 5 p : : . ; j  ~ ! p y r ' : i ( ?  y h p  
.*,+ - acid i t  ban:iS. s u p p o r t .  Canvspscly, , 

I 
5 "  ,; -:t"/- . 
r* *. , ,,, :: sit ; . : . is .ar>n $;nprg*re:; o r  ,.& 4' it becomes clear  t h a t  

+-;$o V . r r  ~ 1 3 $ . - 2 ~ 7  d3c~+ % , . 1 c ~ A - * % 7  - i ! w ? . -  :z .*. f z r * ~ ~  t;:::&er st: gklantotns flower s~idfers. ,  

? i-. '.. I ,..::, : sflo?.i2fi y;st; k,~>~:, tzt;e to cub a,icj tj;: the phantom opportunity 

~ 2 s :  5- + * h"t*- +. .T- *, ;*s(2 ! i ~ l t - e ~  st, 01, ; : ~ t ~ ~ e ~ & ~ ~ ~ r y  3023 f pp3 represent  

F- , t;e . t h L y t j  ;:91,5= f ~ 2 :  d ~ . , c z s l c n  1s t ; ~  ri(?tcermlne osnsumptfon 

ie-;ei 3% ~$2:- t s  r ~ ~ ~ y ~ t ; s ~ r . i  yerggecs,  If' erle uses t;he same estimate, 

of sa:*i5f ;:r*c:iuct; 11;s~ f'ay ref e i ;~es  as is use? f o r  t h e  nilita~y, 

- .  - 821~zr:t QT ai.(j ,,,. -.o q k ~ + 3 r ;  ,,, V . P ~ C . - ~  L.:C.,u~$ 2e ~ ~ i f i ' i c l s n t  t ; ~  ke9p then at t h e i r  . . ' 

. " - 7 ,  I 
A L-+ 4 . r  -.*. L d + ; + ~ i - ; . ~ ~  - -,,A- -. d .- L e 1% i s  dct~aLable whether L t  is necesi- 

5~ ;;eci2 :j:~.j~;: 2 : ; ~  f o ~ ~ e r  Xevei,  The answer must be based an 

pr i rzarf iL j*  F:,:;= 1 or) ji::mafiz?Jarl;zfi grou:.rQs, The niafn P Q Q ~ ~ Q ~ L ~  can- 

sftle..=.atisn ,is t~:;?,: :? :*ef'rlgc)(,r~ C G ~ L  tiaye t!:~ same szandard of ' l iv icg 

b ,,.*,!& -,-*,u+-,.x--wa% ,.>. .>, ..,, , .?&-,A-.~,.%".->"~::%.-.*.*- c,-..-rse 

:y*:,i.. 4 :  - : 6 * t , , - - t  ,"&I.>: $5.: - ,, i *. I . ;< ,  - :. . j+. i d c .  2 Lmr>ya3r P r - . ~ < *  f :? f  ry. p ( - . p - < =  ~ t q 3  s 
. / "  Q.,* L , .  L A  c a p i t a l  goods such 

3s f ; ,$s~~>;  958 ri6>pl ~ ; ~ f ~ Q ~  . .? : .";'; 
k , r  . 4  



. *-?: h a~bksuz x ~ r k i r i s  2 s  Z k : ;  earl xoricicg the? mzy have no fncen$ive to 

5eczne p?zd:~stTve as ~ e f z g e e s  2nd nay eve3 be reluctant to re turn  

el- aaese three weas, 3~ frecfZon of l i u f n g  standard ,$CI support, 

s i : ~  QZ' xi1 it%-:; f.3rc-s to maintain, and t h e  c~nsumptfon level. 

at  x h i ~ h  t-2 --.*- J ~ 3 1 . 1 1 1  arf  pef'r-a~-+ 
&+--.3 are the maf nr pol - f t l ca l  decisions re- 

q w i ~ e d  a r r i - $ i ~ ~  a", Fffzzl. estimat Ion of t,he l e v e l  rzf r?aL resource 

. . 1382 c h a t  f*, zlr. kr-. ;r;.zrje - 7 ~ k  L., 7 - -  n i t Z  zid. It. shaufd be emphasized that the 

2z . ; ) I~ f5  6 p 4 ~ , - , * .  -G~AJ . ; .G , ,  $ 3 ~  F Z : ~ ~  dec i s i 9 r r  xaking prrscedi l~e shrruf d be gone t kougb  

~ ~ , e ~ ~ o j j c a ~ 2 > ? ,  nq ;oP~- ,,., ??:err ahan ;-ear'.Tg artd gr -e ferab ly  cn a qtrartealy 

tr;,s%,s* -;1.7 + C ~ ~ ~ . ~ ; - . f n  *".:A,:.. - : ~ , . . ? l - : ~ " . ~ ~  6:?i';~h~hGA.,J, can  cha::ge d r a r , t f c s l l y  dur ing  war 
. . 

2. ,.:+cq .. A and * * e a = ; d -  .-. 1 ,% $ 2  2 s  : ~ ~ p ~ u ~ ~ p - ~ ~ $ p  n e t h o ~ o 3 . o ~ y  fo r  estimaCfng f n f t f e l  . ' 

z.i.(i le:Gw;.el L.s3 - H ~ ~ ~ : - .  *,-. IC:~e.L,I + * ? . -  r+lr l~*  . *C,+,*~.P-  .J.t!rLatr, COP ~st1ri:at ing aid on a contfnufrxg , . 

2 ,  , :" l . T t r ~ + ,  5 f:i ir:i': af :X reqliesiS, ;:n"fri tnakf ng decisions an aid 

al ioe23 i o n  2::.6 ;isl., *;T.:etre ho rks s u b s t  i t ;u"t  f o r  knowledge and ana lys i s  

Fare and Y a i u e  o f  A i d  
-----.--=---- ---..̂ -- 

.&** : s, ,: >-?? * *. .- .. I ;--EL. ::.A ~2n e;.sd:I::!ate sf ciiu yessurce Loss r e s u l t i n g  from ~ U S -  

a >  u,. .. I s  s n L y  : ; 2 2 ?  tiie o:-ob:er:: cEV decerx lz ins  kew nrucl-r a%d f s necessary 

i:l c113er :a ::i~lt:ci3:~t a c e r t z l n  c~nsu!np t fo r r  level f'or t h e  population. 

We ~ L p 5 3 2 : :  spoke cf' t,3e :lecessir,y ol" aeasurPng t h e  resource loss i n  

Fpz -; + p r=?,: 5- 
F" . .';>;: r -&e~~~i :*e rcen$  * r - ?  * 

I * _ + . r A 3 .  - + -  ai, ;~les in inezsurfng t h e  aid to ,be 

t- 4 T - ,sTzen. - 2  xss a l s o  s5ay4ed t k a f  as a = r a c t t c a l  aatger, measuring the 

szc~st l v s s  :*an i ";er::;s r::e%n",usf n q  5oLlars as nurneraire, 

-,.._--,-, - -----, ..I*."+ - -..I- -.*"-.--..-!---- 
2 p: ... t,-, ..~oc,'I,T",y . ;:25; 2.:1;1 1 y:sqs " ., .* ., t7_r2 ex% rc>rsm -< p~.?:~ s u b s t i t u t e  f a r  analysis in . ..d.. 

FC..;: x f- us,a g~r*r?:,- C . a l ~  r- k: ! * *. r ; r a i ?  . j 7, t y p  c t : i i  Xy '~ises 2s nt.irrit;.ya:f pc- the  h o z t  country cur- 



Unfs~%unatePg t h f s  sfmrle rxle cises nat  hold far  measu~fng the  sea3 

4. yalue cf %he a i d  gl-ren bc ~ e p i s c e   he lest  output, 

I aurl i!m nz, A ~ ~ ! M c  * 

.?7 ifme p r z ~ 3 1 e n  L s  that  with zie C k r e r e  are do l l a r e+  Ti.; r2skr9cl;fans 

%ha$ are iaposed ZFon t h e  u s e  ~f f a re ign  exchange sold $hroug?: C3P,  

vaLue o,' :r*ao2s, f h z t  u n t f e d  dsllars can. In additfan, regafresnents 

3 1 * r e ~  ;ZT,.Ae*". r.' t h a t  ai3 w ~ .  483, f3r exanple, b e  shfpaed frorn the ETn%ted 

Stats; ~ n 5  :52: t h e  s $ f p r i ; ~ ~  h s  paid f o r  f rom afd funds means t ha t  

.-"*l~r* Y C l t  <-,qry.* 
4 c l ~ 5 ? 3 > : i 1 5  sL3rsk 40 50: c ~ n s t l t ~ b e  a x  z 2 d f t f o n  t o  rea l  Pesaurces. 

mi-,dt ;,,L=>, - s b ; r p I y  : = , d d l ~ ~  t ~ q e t 3 e r  21; " te  d o l l a r s  budgeted L"or ;*an aid 

gxograrn ~ u c z  ::%3% z;i-,re a :neasxre sT Fir,:$ m u c h  OF tke real resouubce 

+ 2 * d r Z  'IR . - 
1.325 1s gacc~,. ., up  5:: 3 2  2 . 

Tf' d ~ n c  ccr*rt:ctIy. ?l ie real .  ~ " e z ~ u r c p  1 0 ~ 5  f 8 maasused 9n d a L I a ~ s  

zp:& tc+9,, + & ,  t + ~ ?  ) . v - t - r , v - r n  . * , < A  L O  t ;?: :%ed, z ; ' I F P s ~ : " ~ c ~ ~ ( ~  r a r e i g r ~  +. exchange tha t  can be 

I ? f aJd 43 -* . * =  9 s ~ ~ ~  zfiy;.:hpres &iden in some o t h e r  f c m  chan t h i s ,  that 

f c r m  52zsL be c o n u ~ r t ~ d  so Chat i t s  ra lue  nray be expressed usfag 
. . '1  Q 2 ~  iec f3:'p ,% ,t.*h 4 ''1 ~ P ' Y  ++-L-:c-, p g i * ?  P ~ P O  C3 - z s  2 liu;:lexaa ire * c o r  i n s tance ,  if CIF f s 

9 A*,- * A  J.. ,:: = 39 pf-"rzefic I V S S  c k ~ c  snt-ied Cc3llars, i ts  d o l l a r  v a l u e  should  

an; excess e c s c s ,  such 2s r re lght  an r i c e  that vro5:Xd rtat neeO to Qe 

gai$ if t h e  :.:erae ; ~ ~ c i ; a s e d  1:: Tixaf le:.:d o r  grown dwmez"tcally, 

s.s--rsc caf cxj.a.L:n;~ Che r e a l  resou.?ce value .  sf-lo;rlb be -*. 

"I"flti~, Let c s  st ;pp~sc "YZC 3:le estinaceci outwut, 1.955 15 $100 

rr,i--;lcr: ( ; j ; s ~ K k ;  : ; T I M ; l r . h . w =  , &, b c  ,, , k c  *. .* l~ z COIL~.?,PS 2 5  ~ ' ~ r n e r % i ~ ? e )  and t h a t  1013 per- 

* - $ i G  -;r> 2 q  ;<i.-,zC;-i :rl p : % c ? +  *. ;rn scloznt t h a t  'Ihe sum of' tinkLed a i d  plus 
i 



b c ~ 3 ~ ~ a d i t f e s  ;:si:z wsr152 przces. a: tka ..- c:osest available xarket would 

- - , , 

F, &%p (t;azv.erj, 2:; - -  ~ :c r r z  z ~ i . c e s J  p lus  $lC a i l L f a n  of f~efght for a . , .  

C 
. . 

bo$al & c c o u n t i s n  cc>s& sr $:a5 7" '' : 7n 
a . - . A L A L ~ . A .  If the ;;riZ;c af aid changes 

. n -&.a A -  %; T ,- _ L C . -  ~::10? x.r;411f~n ye23 v a l u z  remains  constant;., kkle; acc~un&lfng 

'??G~~ A < - -  %- r:; a 5>5;7?~5  f a1  th.3: r isk on:;; t.Ele. a M  requiremen2 s be 
.. . 

. . . .' j . t ~ e l f  t y d s t  a ' ? ~ . - +  -',. !-..-.,.+? ' 
, A &, L,, g-,;:,,.., 2.n F E ~ ' ,  t p r ~ n s  u.s.i.r~,g same numeuaafre. , , 

- ,? S e . 2 : ~ ;  ~ ; S . T : ~ : I  :?rid :>is s.ax; re,;ui~vlecl shzuld  be c a l c u l a t e d  perLodf calf y 



- is d n i y r s ~  iszge [ F @ T ~ ~ Y E  sc.y-:?.hat cistsyscd] of military expend%- 

F t u ~ s s  - T3.c.. rerssf nirrg re;ct.;-ce Lass, 'no:rever, is fiat d i r e c t l y  re- 

yu.3 " *'. :'* . ,A:,; i ~ p  2 3  ~ L Z O S ~  ZY;YSE:.?~ pgcke";. Theye a r e  C w o  alternative 

3 *% 
b * - .  

$",gs 2 s  wn1:k ;::e saa c ~ u i c  5e cl?anselea to t h e  private sector. 

G K R  f ni st rat 
r,,,,,; u4,+,,e*c,:-y , -,...., p=.lr"~c$:d~;re I e J  c o  many prs53.crrls '~shS,ch ~5.11 be discussed Later. 



One Ps to set ~p a i ~? l f a r e  progrza t b a t  simply provides Income to . 

those ~ h o  zre n ~ t  refnqees but who, nevesthelesF are nu X~figer 

emplayed because of daazge to f a z i f i t i e s  or s e c u r i t y  problem. 

The ocher is to fund a de-+-elopment bank or set up some : - b h e ~  kitad 

zf i n s t i t ~ t  Zsn (;<hi& cc3nPd be either gaverrrmenb or private) to 

h02p 2rovide  s p p o r t ~ i n i t f e s  f o r  i n d i v i d u a l s  ta became praductfve 

t- agafn. ~ n e  secozc fs, of z o w s e ,  b: isr the b e s t  oof the Gwa 

zL%ernzti".%?s 2.z t h e  Xmg F u n ,  if in fact; there are feasible employ- 

L nest generatS:~g pro5 e c t s  tha t  can be ;rrrde~t;aken, 

CC?nce$tuaZL:$ it 15 easy $0 S f v i d e  t h e  output losses and 

,P,cveXY~'t3ent; sxy:er;di*,~res in20  neat I f  k t  le sralegori es . 1 n actual i ty  

1% ?Tray be xicl-E :?,~.=.e df f f i c u l i  2 9  do so. The cas t  of' damage may 

crezte relu!;.jees and C3zs b l u r  t h e  c a l a u l a t i o n  oz" o u t p u t  l o s s .  

:' \ ~2 the bud;<;~r,sr:< sl<e, FrYI.=rGra;cs designed to aid r ekgees  or pro-vide 

emp i~ ; l *~asn% ~op~:orL;rr:i",e m2y be t h e  same as t h o s e  designed to replace 

the f -: .-,.::;ie ;os","r~:n .3ar::;-zqe. Pkese prae';ical. problems are nuch 

eask r  7.; solve, kww-rer.,  h : f  t h e  c ~ n c e p t r r a l  a r ~ a l y s i s  is well under- 

s",uod - 

3mAm 3. ,.,, ,.3r xas t h t s  k i w i  cf ogerzi t ior ;  but w a s  o u t s i d e  +:;? government 
T c Budger axie ec::Irol. was n e i t h e r  primrat;  nor gov~2rx~ment. 



E.ea.stl,~emen t sf  Government Budget Requ i ressnts  

-% ~k 2s - essenti~l f o ~  plaznizg azd decision rnakrng purposes 

f hzt  t h e  accounting of t 2e  government budget and any other 6?xCsa- 

b ~ d g e t a r y  expendi tu res  be kept i n  real terms. In g ~ a c ~ x c e ,  t h i s  

.-= 1 #+2~1 nean keeping 3 govermient b ? ~ & g e t  f n  d~lfars as w e l l  as in hosk 

counzsy curs5cc:q. 45' dcmestfc Lnf i a t i on  were nfnina3 and t h e  ex- 

chstzge rate could S e  deperzded apor: to rret~lairr stzbXe, there would 

59 23 need fcr 3 "reaZ ~ y s a u r c e "  QzdgeL. The conti i t fans p-e not  

likely to be f u l T i l L e d ,  h,~.gever, and so fb is best ko begin by 

aasmi5g t 3e  xorsk.  

The need far burf,ge';-in~ in rez3 Germs extertds t,egond t h e  use 

QC d o l l a r s  as a r rm~~zi . f ,x*e tr ,  m e 2 r : i r ~ ~  gross aggrc:stcs of expenditure. 

 the^* J shsuXC alsc be :1~~3d 1;? k??p t r a c k  n:. items X1ke m i l i t a ~ y  and 

n ,;v,l 4 -- 5 sc rvznr  sa:zrfes .?:L c t 2 e r  line item expendjeures. Only in 

t h i s  way e z n  accx.:rat,s s z c ~ u z t f q ;  be  kept o r  the w ~ y  In whi-rh real 

sa la ry  Snca:ze cfc p e c ; ~ l . a  sr;. ;,;o*rert?nier:z pzyro l lks  is changlszg or the 

xny t n  xitic!l . , ? i : i~ :*  e;r;?at:iiltzres arc c?;an,qf.~g I n  r e a l  terms, In 

a2dlefsn, decLshoris on uu<r.te:, - ice:ns znb salaries can be sensibly 

nizdts w i l y  f t"  o:ze car, e \ ra lxate  ",eir el'f'e~c'ifj in real terms and make 

e~rnpar isons  2:Ltii p r e u l ~ u s  real expendff;ure ;cvels. 

t". - i t  - t hs re  a r e  ex?raa-bzdge%ary e x ~ e n d i t u r e s ,  s u c h  as e x i s t e d  in 

Caxusdiz ~ f t h  r,he r e f a ~ d e  j ; . r ~ g r m  and t h e  HDF being r u n  from the 

T .  u.S. 2:3Gassy, 5hcse cxp~zGiz~re needs m u s t  also be calculated in 

d01izr $eras, A l l  axpen~.:ibzres by any g o ~ e r ~ m e n t  e n t i t y  must 

be Betermined I n  r ea l ,  T.e* doLSar t e r m  f~ order to evaluate the 

rssszrce needs arr3 in osGer Co nake Gr:zfsfons on a2,locat;fon of 
> .  A r e~c~z rce : ;  av2.r i ? t l  be. 



- � he Z0t31 real resmrze budget, aust i n c lude  a l l  expenditures, 

bo7h those i n  t h e  go*i+ernment bxdget and those  oacsfde the budget. 

r- ~ n e r e  is nc @ k k e r  wag 53  ~ 3 l c 3  to conpare expenditures on zzterna- 

::ye projects or tc k n c ; ~  hc2: m ~ c S  in the w a y  OF aggregate rea l  sesousces 

are going to @e ne?dec$. to f u l f i 3 1  certain ab jec t t ves .  

Tiae. Real Value  o f  Government fncgme a n d  the Ccmplete Budset 

3.. .+ 3 % - ~ e  3izcr;ssed thus far. zhe necessity f o r  'measuring the ai6 

r.ur*.-trrWrc: - t 4 c ~ ~ +  ,trrefia13 * ,Ire a i d  g i ~ e n ,  and governrnenc expenditures fn real 0s 

< 2 0 7  3 9 -  4- -*?- 

A~ . 3 5 s  sane requi rement  ~ a p p l i e s .  to t h e  government 

revenue. '?bus, 211 55e ~suernnen%~s sources  of funds  should be 

7 -  * rdlue;48 i n  terns 3:' the  sane numeu*ai~e as 5s used f o r  everything 

2~~ z ~ t ~ e ~ j  x " j ~ ~ ~ : ~ y ~  =%a v a l ~ e  of a i d  m d s t  be s p l i t  between 

Z C C : ~ : , ~ ~  ~ r >  t::': r:s-:er;r;2ent ;iir'ecr",ly th ro r~gh  t h e  t a x  s y s t e m  

zrd f d - u ,  .4 C + accraies :c t h e  2 . 3 .  governnenk as c o u n t e r g a r t .  The only 

~ t h e r  sexace 3i' !-c~brcZni3a 2s d 0 5 e s ~ I e ~  t a x e s  and these should be con- 

v e ~ t e d  t~ daXlaza;s ;sin$ t h e  free markzt exchanes ra te .  1 

- - :".&, ; : : ~ s e  ?S.h:~c?c? ",:Zr;:r;s, goverzlmerzt share sf aid, the value of 

eou:;,';erparz. en2 :,:.i:r-2 S:xnestic t a x e s  when m.;:zsuyed i,n dollars Cons- 

C,itu*;e She r e a l  v a i u a  of ~ s v e r ~ n e n t  resoupcez. If, when measured in 

: j r o  sgme nzzer;~i:*.c, t l : ey  29 e ~ : l a l  t f?.e w;lole p,o:rer.nmental. expend%- 

cures, inc::e:c;: . - :base thzt a rc  extra budge ta ry ,  t he re  must be SUme 

~ ~ g ~ s " j ~ e ~ f ,  er., 3 2 ~  s i e p  o r  - , h ~  ocher .  If' the 2 id  a l l o z a k i a n  hits been 

--,. -_ -.---.. -.-- 

-4 d, A? i ~ S  L\:Q q;::?: V A . . . .  + ' . see :;f:c f r e e  z z r k e t  exchange ra te  f s net a . " 
i* 7 :> ? * - .l y: r\ C d  :> f? :I.:> @ r? t; -~,- '- 7- ? &.. .  r . - * r  + .,-* laS1..; ST> t h e  sysketr? buk fop t h e  present d i ~ -  
c u s s l ~ n  we s h a l l  zssume t h a t  it 4 -  A * .  - 



f2xed as a functicn cf the desired resource reglacement crfeerfa . 

discuss& earlier and if 60~estic t a x a t i o n  cannot be increased, 

it is the expendftzre s i d e  that mdst be 2ared. In fact,  if the size 

BS t h e  a i d  a l l o c a t i o n  hzs Seen determined uasing as an obj.ectLve the 

I%zfntenance of zesl  izcome at t h e  preklar Leuel and the income loss 

,".;as been xeasured accurately, t h e  only reason the  g o v e ~ m e n t  r s  

r e a l  Sudslet should exczzd the real resources avaflab3.e to it would 

S e  $52: the goYernnen2 has spted for  a milLtary force greater than 

",bat allowed for I r r  ';he sf* z l l o c z t i o n  or it fs expanding in areas 

not u2cer:zken y r i o ?  to Che xar and ~ e k  rontemplated in calculatiog 

256. 

--P 
L A  t h e  aid ccm?ata%ion dfd  not  Porsee f u l l  income maintenance, 

?.%en the ?wing o n h e  governcient; expend i tu res  as measure8 in reaX 

t;crr..as ncreXg accasxplLs3es :Fp necessary task of' a l l o c a t f n g  the 

fPxed a ~ o u n t  o"resoarces tu these areas consideyed most essentkal* 

i-a- ~ n e  in$orbant  klling is + k - - q L  o r d y  if these decisions are ~ a d e  in t e a l  

3 C ",er:ns is A?, gmssf52e +;o xxake t h e  appropr ia te  coraparfsons between 

d l r f e ~ e n k  uses 233 detersr5ne where sacrLflces  m ~ s t  be made ff neces- 

T sayy. ~5 2 s  a l s o  t h e  on ly  way t o  measure how t h e  resources avail- 

aBLe to the ;;cverrs~len$ (and t o  tne ecorlorny as a wIzole) are changing 

aver Z ie:e. 

I f  a l l  f,hese 8~c r i i r t 7 .5~  a re  not  kept in d o l l a r  terms bu t  i n  r i e l s ,  

$he er?,tir.e a c e ~ u : l t  l n g  p:*ocess necorfres b l u r r e d  b y  t h e  effecks sf  fn- 

f l a t . i on -  Ins tead of having an accurate estLrnate o f  the t r ue  amountp 

af z~zIXablu resources and z l l a c a t i n g  these according t o  essential 

~ ~ - f a r i t l e s ,  It always appears to be possible to f fnanse SQIW project; 



or a c G 2 v l t j  by b ~ ~ r r ~ u i a z  frcm t h e  cenf,ral bank cr prfnefng money. 

p: -3-s can oz>y 3es5 "t i icfiation 2nd the gokikical and economfc 

probla~s ass~c ia ted  w i t h  it. 

m r he relat icns>-.,fp between :he real and mOrre%ary brrdgG?t&ng 

a c c o ~ a t s  czn be best illazfrated Ghro~gh  tho  use OZ a simple 

I I diagrao such as 5zgGx-e I. 

The firs5 box ~ n d e r  cokumn 1 is t h e  estimates of t h e  real 

l oz s  In  ou%put ~ U E  to >:a- oznage and nc&i l f za t i on -  lYom t h i s  

comes a d e c l s i x ?  sn $he axwnt cf aid t a  be given as Listed in 

columa 2. T3c aid p l u s  ~hhe real value af domestic taxes  and 

tha  zelgscsrage on ;:mneg zl"eakfm g2ves t h e  amaurrt of real resources 

4- ..' avzllable $CI o ~ t e  ;;Qver:A~nent, Cgl~rnn 3 tiken lists the sourc%s of 

-nt-<>:;f.rm - Y,' p . r > - + ;  rr ArrrA?+; ) . A  L - j?w J L~ aA..r~:~.b, L urru2 , X 1 - . r A v . : i . r r ~ ~ ' Y  E C ~  :ifi r LeL s ,, The aprows run in 0gpC2~itC5 

djbrccc2cns Tor. aid a z d  for t axes  and sefgnorase because Che afd is 

- 7 .  give2 2;: dollars 2nd y2c lds  ria' ~ m n  sold at an exchange rate  

~ c h e r c  as %he donestfz caxes an2  seignorage a?e co l l ec t ed  in r i e l s  

--. ,.x,41; - - -? ;.,& . % p .- be ~ 3 3 * ; e ~ * "  "6 ~c.- 2% an exchange rate to obtain an estfmate of 

In 3zr;::z:o~ LC :~ :F~SC "unds, wh;.i=fl axle c o l l e c t e d  from the p r i v a t e  

s c c t u ~  f n  one :*:a7 c r  another ,  t h e  gc)y~TerriKer~% can p r i n t  money or 

Sorro?~: f r c ~  %%e cat lanzl  %.an&* Thus i t s  nornlnal resaurces can 

exceed I z s  rca!. r esc t r r ces  by an unli:rrfted an:arrnf;. Column 4 is the 

- - A  v ~ L L ' ? :  - C? >:O'~??YJZC!~L bg(~l;eta~y azd ext rz  budgetary gxxpe~ditures in - 
--: 2~ . Zsluan 2 xi::. S:NZYS be t q ~ ; ~ i  t o  column 3 with the increase 

+-b- Q8 ,*c z ~ n e y  suppl;; be l i ; y  Che b a l a n c i n g  L t c m .  Column 5 i s  d0LlZC 

5 x 7  pxpeyf.z1~;2m i n  do" ? *' * E=.Y ~*e.:il Serm. It cannot; exceed column 2 





s i ~ s  cokuan 2 Es t n e  re~oxrce c ~ n s t r a L n t ,  If the d033m value 

~ s 5 n z  Cke sSt,*;P,e exchznqs ;-ate k h z t  was use5 t2 salculste the 

ris; v~lu.up of aid, i n f l a t i o n  rill perform the  rema~h&er of t h e  

j g k  af ey~a t i cg  col~nn 5 and calurnn 2 ,  Thus,  If' t h e  nominal 

.' 2. * i- r e a c l t  t:;:::! zct  ' f ~ g  t h o s e  forseen and it;ha%eue~ obiectfves 

were d ~ s ' r c d  ;$ill n3t te zchievsd .  

'*> 2 &d ; --F.?* - + <  ,-4* A .J ,.;. ,,,l.,,,k t h u s  far has asstimed ' that budgetary conCro1 

2132 :=k2 a',lecatiaz 83f" resources is a simple t h lng  to achfeve 

If cmz cn ly  ~r:;?:#:ez t:% ccnrrec"Yalcu~st  f o m .  I n  . ac tua l i ty  there 

:lncff lcfaZ uses sc t h e  svk2lable resources  of column 2 

ijcpe e ~ ~ ; ~ : d e , " a b : - ~  d:!rlrj%shed by the t P i n e  "tiey show up a s  the Uses - " u p  
++".~I, . IX \(, $ t i l l  

of caLniar: 5.. Some e i s s w  UP Cthese po te r r t i l a  diversions 



TUE FQLETICS DF B I B  r5 - 
cJ ! 

3, 5 .  policy inas-7-ln"~.-rtl;,- b. @ & A  &.-A pr.sd~lced the  xarst  a f  213 passibla 

! O F  at L E Z S ~  iaaginzble? xorlds fn Canbzdiz. The "IOW prafihw i 
I 

t -  son2e2t sea% ,335 af ey:erj agpor t an i tp  the  U. S. mf ssf an was to 
I 

&*< C1-4 ,,,;,raX f rsa k3c iri5e~r1al dec2s io~1  making process and p e n f t  what- 
-..- ev$F ~ ~ Y C F S  SF-?? ::?: j2329 es ~ h e  :*rrmer qovern~ent t o  work themselves 

out to .z z o n z l v s i o n  J? scze 3;Znd. The l ox  p ro f1  lz a l s o  meant that 

S" ,;repc * ;I%.:.;; I::scjer~;:;.,l-,e~e staff I n  %he mission to r n o n i k ~ r  ar a5bempt 

Zz, ~6rltr21 ST' 1zflser:ce th? res; i4 ts  of tire a fd  prog?am and t h e  

1.&113. t a 3 , . .  .-,F p + " * T  4x5 yet,, ,,... . ,  , ~ ~ 1 . f c y  t.ii;.S f ~ r  the  nost p a r t  a 

a?+ *A. -C i,m& --FA---?.- 0 n- 
4 \+ bicri %*.; o:* :T.X. ZITI  S L I ~ C ~  5r;n 5k'r:e ~ o l f t ' i c s ,  mf Litaryr pos tu r e  

2,"3:j F:,LC3CCcty .':- rySi4-. * m - > . - - 7 :  . . 1 % ~  anzL3;;y rrrit;ht drawn by conceptual- 

: ,,,,+ w7 ? +-, -- che :::*~i*;aE c F  a 25  foot  s h a r k  i n  a backyard swimming pool  

. .. ;"ilLed .~:lxh ::::iAdrpn x : : ~  cr:.-.nat, gpC, o,;?;. Even f f '  s h a r k  lfes 

. ,  ?- 6. ..., 1 ,+ .; $* .? ( ewer;:one * s ~t.'-::;;:;' ~ u T * .  .: ; , jr t  <., + ~n , t; he s h a r k  brings along some 

~ $ 5 : ;  Secc::;.e ali:os'; r:x:;alLst l c  in i z s  p z ~ c d l c t s S i l S t : ~ ' ,  Even if those 
. . - p - e ~ y l n c  tc>;/s ys l r l  life rn 

A uU  .., ~ O Q I  f ~ r  ever:fuue e lse ,  there w i l l  



. - -  Th5 czv:;iaz :lea5e:-s r;E;r;lr- c-le f=.or;, ';he lJ.S. and, afthstrglz 

F'>"\7 25 t+-23 +.Y-"**--+*2 - +  m,, o-- . t ' C  
.I+IL*. 9, A ~ G ~  --,! L:idL~e6 ~t t k e l r  i n a b z ~ ~ b y  to prevent  the 

I - m>.l$",&;*3* lca5~rz:ct.:p, f here ;.;zr;*e zsne  h;ho f e l t  capable QK doing 

a 3 2 t k i y  t.7 ~ T e 7 ~ 7 t  5 %  : I : X Z ? ~ &  tt25. a c t i v e  suppost of 

L "  --  - +- *, 2 7  
- -  " - ,3e : i . ~ .  I , . -  ;.a. s.25 z ~ ~ e  lx:eresZed En maintiaininp the semblance 

o r  w t e r  zn? a t a b i l j t y  t%s i n  f a k f c g  ste;,s that n igh t  temporarily 

f a  -t,:2,, -.L"*:,<- L - -  i*.** L -  
..dAi., i,i. J.J:Z i ~ ~ b , ~ A , + r  c ; l z  -,!-RI?~% c ; ~ u ~ G  f e z d  ko replc?~ement OE in- 

,?rfc;~cr't-e aEr2 p ~ + * l , r . - r c  --;. , ,,:., -.:- i.,,,~s,,,"~p * - - - :  people by sctsle who vercr mope in&erested 

.p;2pt.zlt-r ;,.;:,:mts i z  ",i;se, z ~ f i l  33 j [ . ~ ~ t  ~ I * ~ o I -  to 9 . F J .  % + o ~ c S  
. ., 

3r ?-3'.".&'"a.>; * 1'' -,c. * " " > A  .'**--i' 2 +. ' X. -? * - . 4 5 3 : + h d u . ~ . r A b 3  ;.$.:?a Ttj-.:3. QdL.t-> 9 ,i;.ls et-t:z~hasEs un cta'oif i!,:~ aZ a l l  costs 

@i.",$ i. ,?S.* l j?': h ; ' 9  "I.? *I* *.<>(, C' ,, ,e*.S1.h-li . .my zW+++ ., .* * L:r:;; 23 a stc:;;,-a-. + A ;$ die: it sapped t h e  energy 

-. * =.. *: ar:3 ea;:??l< a;::, .y; ;i;,o$klet:c 2s  3 ye~tr;f t.k ~f t-,hej,r Snabf lfty to 
P 
J 

, , ,.- c,,, n *.,- r ,& )n ,,,.,.. ib'.r : raFCi f *... ,: + Lki+z unl lo' ted freedon possesed by t h e  military 7 
0 

~ q . , - . c ; ; - ; ~ ~ .  %::i:: + +. A& - = m+i:.'i~-r=; '. :->?:I , +?.,G % 3 . 5 -  ; -e tzrc .e f" i  , . T!I'*B beglnrting arid the end 

-one- .-.*-+;ia , F~~~ i :y  .- 7: - i :iihg~.= :-? + :z22c: 1~:: cr Y ,-.t h ; ,, y a ; > r - ! ~ $  ,,& i a t  Lon at?< ci ,vl l ' ian leaders and , 



b" The ~ n l t e d  SCates a r r l u e d  in Caiibodia in la te  1970 with the 

jx tenl ion  o? 29% d z i n g  xbzS i: had d ~ n e  f n  Laos and Vfetnm.  It 

d ~ e  n2: wish t~ ffll t k e  c s ; n t ~ g  w f t h  adv i so r s  QR every activity 

azd as2ect cf l i f e ,  It Sid nst xan t  AmerScan countefparts %n each 

~ - c - t 7 ~ ~ ~ - ~ v ? = -  ,,i,r ,,,, + b.?rreaxj, 2z5 ~ , ~ i ~ e  P ~ +  azd i t  d i d  n3t w i sh  to restructtu'€? - 
P * -  pc* t h e  Zhaer f$s%5r:2tZ~ns 9:: the f x ~ g e  QL .++aJ&, ZE-I Ghe U. Sc AbO'V8 

CesSeS--"C " "."' " - - " & $  -+*- A%.-,,-., .,<,,,, ..d.s %be ~$at. ;? frt"ue~ltiar? and the instructions , 

; . t ~ ~  tt;eg;;16. if, A ..,, %a-r r c l - c - - r ' e + +  ,,,,I. TQ r i ~ d e f l i n ~  t h i s  law prof f le ob$ectfve, 

Cafii::*gss ;)3 scqd ar* L;T-:EF!* ;i%j: of ap:'p:*cxina t e l y  200 on khh erx&er of 

A?er2canz X ~ Q  y ~ a l ~ i  se :z ;3e counc?y on 9 f F L c i a l  b u s i n e s s  ove~zfght .  

m*" .:,n:;J;"* , i;vy;c+;;ry a ?:lib 2, - ~I:=QC.;-~&Q',~ t~ i9.j  ect; enormous quant i t i e s  

q$;d 0 t ~ s c  a*;.,Qy;:,' . C ' ?e c 
;::ti? oFf-Z:.ial 2 a ~ r c y  a h s u  becaine one sf benevolent- 

c~lerz~~;-,c.;r ~f a;.ky.;ilirlg,; dorle 5;; ~ k f s  $z;"as'r;;o(,fian m;i l i t ; r ry ,  regardless of : 

;73;h: G Q + ~ . ~ ~ . - ~ > ~ > ~ ~ ~  ,., -i*) l.l.U .*L? + - v .  M.: ' fer  5. 3e ';hcory r':;frtaL clrtce t h e y  sfferved t h e  on1.y 

i:ope def'ear,ir;;y 519 ~ ~ ~ ; ; ; ; ~ ~  E ~ r ~ g e ,  tfle;! owkit be fnf ;erfe~*ed with- 



b ~ t h  fasl::? is its concep",eon and a 
- -- 
sn a p ~ s i t i s n  su4ch as the  d.S. oscapfed 

the " l a w  p r o f f l e w  po l i cy  

uhether f:s zpp:icaticn is gassTve (as ice attexpted to make it) or 

a c t i v ,  it 33s Z t s  eEfezts on t5e b e t l a v l ~ r  and polLcPes ~f the 

13d P--" r ~ C i ~ 2 l ~  an2 5ra.l;ys Z ~ ~ ~ l v e c i .  Eaa xe recognized t h i s  and utilized 

~5.2- Pcrluense %L c ~ r r % z t  %he sbufcus i l l s  in t h e  systcm, rather than 

helping peyet :3z te  Zbex, there F s  scme p o s s i b i l f t y  that t h e  oudcome 

P t f i z  C2nL-~3l32s 2zd f ~ r  &he : z r e d i b t 3 l t g  QF E t ~ t u r e  U.S. 

?;ouLd haue R a c E  cons l l s r ab fy  dffrerent  from w h a t  a ~ k u a r l y  



in the q g i o n  - f r ~ z  ouccside iuoir. j7; kric I?U ictubt a charming picture, 

@hi cR hci.-ebi~er b id  srrn6z$c rsal i ti ~s . 

Econocic prierSl f~s  wetv c c n f u s ~ d  2nd e.:ir;ccr.ceiveb, 

Ccfistructj~n of "pyest"g6' had been ur;~ertsken - s?? end.! 5 5;srts 

5tgdz;gz, 5y:r:j-.+3 C -.+ ' ~ ~ 5  S z i ? C i c ~ s ,  hssefs, arts center, e tc .  - a t  the 

* -  A expense f~ 3 vi $g-;j ~ Y ~ $ E Z ,  fzr::.- t ~ - ; : d r k  r08<3. 

A g ~ i c e J > ~ r e  k:zs rzttcr an cbScct cf pol itic.5. thar, a 

sahject sf Src."h -4% & @ a -  Tne fertii~ land very far  f ' r ~ x  g$eldir,g its 

f u l l  potenrial: skortage.5 cf procuc;fon i n p u t s ,  9sur;~us m & ~ & t i n g  

t-f-ez, ;;ek cf pr<c'-;- 7 :,-.: ,.- - 1 

41a P a i s  P O I  P...lf5. !ze p ~ z s m t s  2nd 1ab;irers ksd 

52ger bcic cra;nj;i,, faf  1 in ;  -. mcasjarily intc the : ; ~ $ . & j  of ~1 $i:batig 

3 . .  - coEar r,sofis ab.6 ~f the .-api;r ':~~s ,;:me.: ? e f ! l : f ~  

rn&Gstr; zzl j z G t j  Q,;; .., cy:; ' .. ,.ad @ ~ ~ f i  Tefd i::z~R t ~ j  LC 

C ? ~ i s & .  g--- 4 - h . . ~  f a ~ ~ g r i e g  ~ i -  ~*dt+e .eL~ci~:;ii:~;".t pr ,~ jec7 ;s  i;&ppen$d 

; .." : --.. .,. ? .. > . . - . - - ,  , . * ,  . , x .  , . . y , :  : ..: I . ?  , ,.*, .,.. .., . :  . . , L :  ....,, 
,., A;, ? .  . . < , . .  " ..... ,r r , . . y  ., G .  .;.. . . - - "  , .- f :; :.; . . .  " ..'C 

r n ,  
a ,  

7 1 

~ g ? y p . , j  the aroi;r;&s of e r ; ~ c t ; ; ; ;  c;. . 2". ;.. : :. , : , .  : ;': . . . yjcc$,$ . r 5 3  ce '-. .., 



* = 

+ - - .- 

. - 
enterpr$jel  id& b:: sccfs5:i5t :::;:::. ; --.;crm;.  zip^!;^_'- cc$r.??.~d 

a: a less. 
5, 

, : - *  . <d&~dqarb ecG:..>i\._;', 2':e:: .=  - L > ~ . L ~ . , , , ?  , " .  p.iIi;4c ~ , ,  z[;sp 
. . ... . .- . - ;. . r T~ 1 t zc  suffer&. ~i;eKplcFs2ct re; 2 ; ; ~ ;  i :; 5;; .  1 , :. ,- - ; 

* +  * 
the  sg-fie, Sjhzncz,;k ezOt{j=E:> ;:.. ;~;L,: .T: . : :  .+- Lw ' .. .. . -... .. . of ~ c ~ n o ~ l f f  re f~r f?~  .. -,-,p ;' .; . . - 

* * = + . - <  ---;<-*, % .  

f fie stzte sar~ngf  n t e r v 3 ~ ~ ~ : ~  i 5 G . ~  - b  7:-.- k ; + , , ,  -. - . ? ,  : , :: EYL> .. . ira&, k & , * ,  ]a ? 7ziit?cH cf 

the 3 ~ ~ 2 5  fcrejqn trzde i ; ~ <  - *, -;,? .- : ; h I . .; ... . ., 
. .. - " - :' . ... c i:.. . . .. - 1  A"! ! l h ~ s e  . , - 

. - measures &dly l e d ,  begz~jsf-- -0" - . - -  '. ' - 
u i .L' C '.: . - ~ ~ s < ~ ~ ~ c ~ ~ ~  open& -' :!:(:,-; + " 

,, - ., . ,... ,,;,: 1 "  A< ;>! f * > A , "  s p F ~ r ~ u ; l j  far eor=--e.+ a s p + , , d q $ 9  - p - r *  25.; .,, - - 3 - , . i l b . , G  2 1 :  > l " h . . ~ t z  , . 

,, . ' 
% - -  . :  t i s t j v e  of e e p t  oczect e c t s ; ' ~ y j  22,. .* I.. ' ; ~ I R z ~ ~ u u ~ ~  
. . , , ., 

Z U C ~  ccciGsec, tr$?@ tc l ~ ~ - s c x  ;i;;,;c,-- 
, , : - -  ..,. I 1  1 2 .  

.', ' L It '.'a; .:. .-.; .., a 3 ,  i3y 

-, * 

reg-jtjr.: the m e d y - c e r   st'^^ : - . i . , ' I  I ; v . ; s - ;i ;3:..l w theater ,  

producifig ::;ouFe fi lra. 
, - 

T ~ Q  opani r ; ~  Q F  thi . . ~c > ;  , ; , the 

~ C L J P  de grace f ~ $ *  ~ < s c ~ $ e ~ ~ ~ ~  ~.:~*, '~: , t ; ; i '~* 

,, , . - .  
I n  !,larch 1976, the Q;nm~- .-":c:cfg2r E.;:; v:jr& 

" ;$ &qcsih:cn cf "Fsther S f  ~ Z C G Q K .  

5. b:kr ~j t2ztjo:; 
. " 

\ i jthjfi  a fe?! days a f t e r  t h ~  depcsi .. . ... - . '  , , ;i<:;; :<, 
>;.. I  cczi;ugist forces, i:vl; 2nd YC, laucched ;avage c :  ' , 

G ir:sT the 5 ~ 1 1  

, .,. ar,. 5 ;  2 -  ,,,; A * . . T  ?.-re, .  ,,L, ks-er ar::y of 32 , ~ C C  : . G O  . I . w L I  f>;~...-s _.as -d.,y : : -  . , .. an? - ,-. " , . .  . Y:.ck 

+,he 53% G3R. 
. , . . ,, )?G,xi * * -  ,,ted $y the c,pfr*i= of n ~ ~ ~ r : ~ ~  : ; , ,  .. . ..t.,.,:,.cr , F(S~;;jjl 

r p 1 2 - t ; . c f 1 ~ ,  - ;?#"icrod t" r 2 n % ~  pf +):D z , ~ v  , : 5 QPf year,  

. . .i ;; {' ;.,;A;. ,i !;!:; :..,:- ,,:, ,. ~ . ,  . - -. .'.. ,, " " , . ' ' . . ' L  

r , . . . ;< r.; .. ,. L ,.., ,.' t L .. .. . , . * ,  
, . .  - 

.,e., 



But  t he  war ser io~; Iy  54: tCe stag?erins eccxarrry even 
7 - 1 J 

though XR be;sn t o  i?Dera! i re  :rziz i o d  d i s e n ~ z g e  the s t a t e  from EQEO- I 
i 

pol y b ~ s f  eess .  

The fjrst  sectcr  ~ C I  be ~ " ' ~ c t e d ,  cfter  mznpswer shortase 

due t~ t%e voll;n";ry circccscripticn, :.as the eccncmic i~frastrticture: 

brldges f x ~ l o d e l ,  rzeds 6 1 r r u t ,  ports arid river closed. 

fag-* +,ories &xz?eo, the  ; p & x r ~ ; ? i d r l L . ~ .  azd j t ipn v o i  cage xrans- 

ni ssiez l tses Lerrrc:::=ed. 

Frod~ctjjn p i z j  sher~i ;  ; in pzrticuiar rice, which 

ZveraSe. 2rcyiCeg ;c; o i  e x ~ 5 t - t  ci : -ni f i~s  in pretiar t i ne .  The 

mniments >ere ;grt  eae by o w  ir. er.e;ny's hands,  exports suffered, 

Linter t.*.sse "brc?kdcxn" circusst;rczs, GY9, ccz!d no t  h e l p  but 

. ?  regges; 9.5. ess'stance. >8'.ithouf foreign a i d  f:or, iambsdia viriuaily 

2;~s rc j ' ins  d o c n  &?% p r e c i ~ j c e ,  

~t was in this 5t:c~spi:ere t h a t  Al i ;  office v:as opened i n  

* ,-,-- Phnci2 F.c!-, Juiy ; , r c j 3 ' n i ~ g  ta i : :b~dia t o  t!;e world. 

17. A r t Z ~ s C c s  of G K 3  arb ?eople eoTcards A13 program. 

A. A t t i t c d e  ~f G X 3  (as . I have been witnessed) . 
- .roe ii:e s i z - r ~ i ~ g  gc2, GKX i:nd ic hcsrt two pre~~5ses:  

F i r s t ,  the  T.S. w51L p r v r i l e  r L i  k:r,ds of  sssistance to 

Sqcor2, :Ee r.5. u f L 1  zever  ~ 5 ~ n d o n  r t a t r  allies i n  the 



1, CITJ - xirti ifif g~~~~ ,-f :*:,I, ;;;zzf, :ire UZ" agr&E;nane 

. s %-as ~ 5 ~ ~ ~ 4  rPra~cd-&g ~ 5 ;  .;==I-;.& >;.cr,s ,.: ,;di2;-,L;;,~~ tg s U 5 ~ z i n  the 

ecosc;aT. L t  ;:zs t i y s - ,  dl:.: . " ., , ., . . , - n  ". .~ ..,.,, 
&.-. I '  L . . . . . : + It 

. * .  alsc he;elp& EQ rel'aue 5o-g s"r::?n cr. . . ~ ? r ; % o 2 i s ' s  foreign 

- - r ?  ~ ~ c h a z ~ e  rese+\.e, as b-~;t 2 5  ki:c:;;n;: p; r  - z s rr::.~m o u t  of eventual 

pznfc sf s>arragesc 

men ctozz% te & b e  ' ,&+. 'ef c.-C ks-.lr,... e- C;?;kcCf 2- b~:;i:: s-,r:mcn 

bcPi" CCPiJir.i+bl Of .'" 1 ̂ -.. 7 - 7  - z .<^.I r 7 .  r,? 
+&.+.+& U.'b b'","',." -..-.-*.- &,- . . :* - 3 f  ??"? ,256 

the diff$cult ies  of ,&::ertcar. ~ j o C a  GKC ;:;va yell rocorded 

rbe effecrtvecess of i t s  ar'zicistri;rioc. Tl:er.erf c u v l d  oel~uc be, above 

all, an, ; e = ~ : e r L ~ n  ef ccrruprior. in  ~ h f s  operncion *&LC!? bras looked 

after closely 5' G ~ Y  * cc rtep 3y .LID ~ r f i c e  frm the nLloczCion o f  re- 

-,* ac;rt=s - 2j" "!." '**'" 7 <.-: - sources, eEd-cse cheeks , ., C ~ Z : ~ S L  ,J-!,; S+Z the 

. i c m z c d ~ ~ ~ e s  were purr':;,: -cc 1s t::e r. S. t h l -~c$% 1;$;?.. 

11; took n i w c t  t;no -resrs 2 f ~ r  5x3 arL< f;csZr?,ess?zen t o  ~ Q W  

:;.. ,,,,,, a,,: ,: .,?, ; ,.,-. - c a c 7 . ; f :  ?:.<+ ;),-; ' ^. - .  , ' . y i . . ; f ~  . . .  . - ^ . . . - _ . . . .  I L .  , . ,  , .. , P , . b ,  - .  

! i r r c l u d i n g  trcr?$ vhich chaer.cl!.od one big p a r i  e f  CIP 



T ~ S S : J ~ C ~ ~  58 ca-*~et- +-:-Q 6 -  - -  - :  -.---* . I 7 .  :.:,- .: A - k -  r ,:: !: jc*r-~ \ r ~ ~ e  - *+,i.;: its . " 

- - 
& .. spccuEa~lcz, ksarLf~g, r=;La~icz, ;,&..,L: i:-i ar -c ic rn t ing  process 

. . * * -  C izaasrfbtte2 .ee s w i c  ece erf s j s  of :;cizcrr:&*:z: f s L r  1 3  tipen he 

T ~ Q  P+Q~XZE sf PL 680 WOG very ~ ~ e c k ; ; ~ ; f t t ' i  ttLat: sense - 



- .. . ;. - ,,,. "- ,.+* , - G a  iorte,aG ~f 2 : j p : ~ j  :kc: ;;>u-l-. ,I,. . . G E s o c i ~ l  unrest, 

3 :  ,..*.& &.*. dgrfaed freeze and ra  ssbsfdiic t l . ~  ; . - 2 -  2 , ~ , c a t i d  c & m o d f t f e ~  

+ *  trr+-+r-r ~f SiRie ~ : ~ i ~ r ~ t < ~ i a : .  i ; , . .  i: -. - ; :I~.:trieity - rice, POL) . . % " L b % . '  

siz'Gohagiag *" " ;',"' " ". j' -9- " -.- - a * , : . *  k * . i .~ ; ;  ? G  :. ; , J ~ ~ ~ ~ L ~ L : & S  L?& &*;6 &.*a & a  =+#.P - :.. , - 

ZZ *~kIarz:%g. raze. 

-5 3 =-.C.-3 I . -Gk~~eF:  A ~ ~ S C : : - C ~ E  irg-:e F C ~  :::ii 7 ::;:d~e + , ~ ~ i i i ;  i L i ~  on 

s * ~cb&g:c, gxea;: . - 5 .  ccr.rr$bucicn. - : .:ill,r:::lc~ ; . . - r~eas  tailed 

i t s  zaxge*C. 

1% a desperate srrczI>f resEcrr. o r l c r ,  CiLi  Lao scz&csrcd 

, . 
restricc$o-s cr; ?frz:clzg of : 97 ~ n ~ r c i u c i i - c  ;YC&C~ " ~ f g i l t l ~ f  

= - ,*fit liste' "psir~~-\.e ocsording to j r i c r i c i o s  of rrceds under 

- s ,.,r XC:: ::ES ~ Q ~ ~ C E C C ,  I ~ ? C ~ ' J S ~  0f  TYZ \%..-~r ~ ~ r t ~ ~ ~ = ~ p c e ~ -  ,%2~ Ck 

=i . , .., t.. . . . .  . '  . 115 . . 3? , -,., * . * , : < - : 7 , ; ,  <.;TT t,%.Q * ; . , . . . . """"- -" - . ." 



- 4 y ~ ~ e i , g a r i a ~ . ,  &ss$r:ar,.qe - >:ks :-k+.thrs sad tlot have 

bmge$rasian ~ 5 t h  ee\*&~psaz.= ~ r ~ ~ : ; . ~ - s ~  r - . " : . ~ .  ; =sr;=,:-- esrtfer (becaas? 

of k$dced f e 5 f ~ ~ ~ e 5 .  ~ i . . ; - ~ i L ~ > f  tzjlr ty-.? : - : - - ? -. -,, AiLAi-,... ,;,, ir seertied that GSR 

. - d i d  rmst See eFe F".O eye rhe say; ,.:;: Z ! . - C ; , ~ ~  L. I:iibil-:- i:zs;;~J by the w a r ,  

gad dr&y3rise$ e-+i-eq*&y 5.y ~~:z-:J~i:;i .::, . :;si<l2- 



$n tenis ef az:;,lczr af 2 -  5 -  Z z i l L r s  .- - . <- .. - - . - :ccnl;:;c t F . ~ r c  wer.5 no 

. . . . . .  dsgflsrs s ~ ~ z r  C a 2 j @ i i a ,  E S  - ~r;t, -.. . .  L. e -.>: i L * L i ~  1 ~ i c s  iil the 

, . 'firzly $Udic~. 'c c$zc c : ~ c  g:-r:.,r ?k.r:.;. A .  -' r I.. L: !. f .<? 

. . .  . . . . . . .  . . * , , i , - .  ...., -; 'PC'. 



The U.S. s$oui& zuz ' ibeir i i=gezs  iu ,  Lt; riev-er, in "f;aLfvcrj-". 

30 &*ader cay%,-dfs;l F ~ ~ ~ > E . _  ;7t .::------ __. I . lzze F.:.: - . : * - . - ?  .. , . .., c ~ ~ o r t u a f t i e ~ .  

. - n2e de6ttn~ k-a~ Lezci~z  e.ir-$cr;l;iq %;tt.":<::.t '-7'rF c' - ' "  ' : _. ' _ . .< 1 L ~ Q G E  

e~+~ea chr; respect c?f %J=Z Zc%~zs. 

+ ~ t n g  f g  for e c c - ~ . ~ i c  a~l reci-1 ; . ;  i : : sy  i ct.c.2, because of 

r;suages of t9e L-sr. 

,ken r!he t:r?z & c s t r ~ y ~ d  ; . Iy~:- .~+.- .  C .+-. :- . . . c..-!; . . ':.f , -;I , , - : o .:.CI~CT .,,, .., cl . ]p~rtun-  

* .  % ,  iefct; f o r  good, Lcsicg alL =he src-v ,, -:-F i x.:, .! C~::L>~;:C~, ZO $C><C/ , , ;CI  

- * 
C ~ ~ ~ Q Q S  C Q Z Z ? : ~ ~ S ~  5 g r ~ : k g  vtfk a , , ~  criz:c an2 c t t : ~ i t S k $ $  g i t i - . ~  tii@ 

w ~ r l s ?  c ~ u l b  sac see. 

3. The Xlr::lle C32c;s { I ~ r t ~ I L i y e r ~  able)  - zere c>p zosr 



&. &at2 p s s e S  2 ~ :  z"r.cs Z ~ E :  z k c t  ';'it r a s  a dremv' the 

el,,- .I,..=bert of i-d exparts irl~r'2~s l-izj=f;Z+ 21-2 the aid sess?b:rces always i f f -  

snff5cfeziz zmd ~ccer ta2 .~*  

of -,ezsGr~s zhzf KE<?.-cr 3 ~ d c r o  ?a& d e ~ ~ ~ s t r s r c 2  n o t  capable to $0 ,  



Pr03lea5 Ehac 1 have Zz; &PEfcrent tzicistries. with the impia- 

aeatatgon of &ri;eaa a%&, 

A. 1 x o ~ % d  kfke ta gif-e in z?ls chz~rer n;; persand P - ~ ~ X S  about 

the  mi^ prcbl=s r*;.dz Z I-.;i;-e ta st:erzFr=e during ey rnissictn fn CX% 

of five ~ - E % Z S ,  dezl%rtg yfth tke fzglez~eztatiaa af  C.S. aidc 

X s % D G ; , ~ ~  . s t . f ~ s s ~  a33*:rir sl;, i::~t :he ~ ~ T F P F ~  QZ L .5. eroaogzBc 

&ssisPa~ee ?;ad beez ackf.e+.*~G %/IÊ frik t 1 ; ~  : T ; C C ~ U L ~ S  &f*;cfi 5xt not: the ~ ~ a f  S. 

<?*' " ' 3~ ~ u ? , . n e , ~ a ~ ~ ,  vh% :t&g E O ? ' ; ~ U C E ~ ~  gbe t;;:Ys 311 ~r43gg $y fEf3~6~tff$i%~f@3, 

s:5j2 3fL;er ::%* ij:~;;~ i s  ;;j;f S . . ~ c : ~ ~ c  , G7' -  , I ; , :. - .- :i. <t:f c ~ : . i ~  p 3 ~ l  t fun ,  Z ~ ~ Q C C ~ E L ~  

.+e>f,..alcp = i ~ a c  ~ . j r ; ~ ~ v ~ c Z ~ : ~  =~cpj.;d h- seR$sv<+d 5s 2 5 %  favor,  





- .  
Prx ebE sfc,:z-cr:; o; pd23iia ;t;r;;6. 

Et rras z l n ~ s t  Ever? day. p z r t f r u l s r L ~  in Zry season, that I 

C *  * Peame& rke s h c ~ ' k Z ~ g  ~ e : 5 ;  is ;Iready destropedtW The i n s u p  

g a ~ t s  syst-c<.ca dcstrx7-,-cz ch : y:::+ic qcor.~xs.i- i n f  rzotructure d f e k ,  

5~ the %SF, ?la2 mx-5r bees so r id  f:. Ire-k-ar cite. Eut, at such rate 

cf dk:;:+rcrj.ea, 5% ;;as , q ~ i t e  i ~ ~ ~ s s i S i e  to repair it wen though 

ha2 rereix-el. ~.;asticSes cf spare Tzrrr 3r.d equipcent fron AID.  These 

eq*..-r." ,..-.". "....' .^""*& .,.. _ _ L  ".. - .--..*.* - . .L^_II- '-" .- * m e , *  f"*.- 
" I..LA-i*41& C I - ~ : .  -.-*A-..i -.LL"..&A-Ad. ..%-.,-k.&& ..- t2 t h ~  C!izp- 

~ 5 i j . v ~  if ~ ~ T F E - ~ S : ~  g f ? ~ I z  ZF: 5~ -: ,sCz f ~ r  ~ T P ~ C C ~ S )  Which 

r l  i-.r?-+ *.pP 1 ?;Z-<E 5e*4:4:r ;r, -a kc , 2 C . & t  a +> -CP? . 

t 9 ......, .... -.. +.;,l +_--, r J - .  ..- r . -  -.., .-. '?lt,-ie** -i.f+,3,7p'.f~,r? ?+ n?t.?~ + **..& - .- I --.=.s*-- . L L' .. ' - - f  ' .  &I 

, , c~i:a$rre, f?, + + f ~  = -* =;sr ~ ~ ~ ~ ~ c ~ ? ~ ,  :T: & " ~ r : g  t i t 2  basis  areas, 

Celt&Cw: . -*Lzh,. :J a;3czg. *:, ::LKA cx-x?:: , ,,,, .-%- ir;: ~ .~~; : :~ : ,~~y~f~:  r c s a u r c ~ s ,  !+%ere a31 a f f a r t s  

&ad~< 5c gut c.2 a-wrr -rc;-pLe;c sc.eurirv, so ;rr: LO create an eXiv%rC?n- 

, .  & :- :-.,,. ; <+ > q G ~  . 2 7 T e r ~ c l , i ~ ~ ~ e s  ts zLQr;* ~5.q; ~ c c ~ o r  . ~ f  pro- 
*.&+*%. &** *".*k,. ,. * - * -  

gGc* :xi? + a s  --* 
W e  ..&*$- scggcotioz.iz s*-Grc rurag2 do;~ ,  5 y  p ~ l i t i c a . ! ,  if no t ,  

*is%.;- 
Fi*l I , ?  

, . ese r,,r.ser ~ - 2 f -  ~ C Q  ~ z c ~ . r r r ~ L  t;iL.;a r*.i%~*ri: cautirry, 

r T  I I* .,zS rui,ite< r!:ac csr f ~ r ~ 6 . j  jtcd go be scarsere2 s ; f t i l  ;bit r;y&ij:j' 

cf tke?  r =.. czX~.pss, 

",̂ n rl\.9"p,'*. ' ,-..a * 7 -A,....,.-.,. J-.. scz:rred due rn coscrin;  rcsd i c c e r d i c r i o o  by the 

7 % 
: -C . .X . -3 , r<  vu....~~~~-....~ i;T --- Cc s - C i .  + .L- .+ : 2 5  ?;::2 .:r-l\r-jp-..i L =k -A-ra .:iff i ~ ; ; i ~ i ~ g  C+G~F,C~ by C U ~  ~ i l  f caryt 

. . 
k-A FEZ ;;e > was 1 -.:'-". 6.- "' ", 5" 'T ". -' ' x*-l.i~> a +: ;ch :-. ,, .&,- - ,",,,, c rzxi.5 fr?r their o2:o ~ s i n s ,  along 

t::,g. srr,.;.rf<?s :zz:cz cz C C ~ ~ T  z:xmLr 712,; r . ; ' q ~ i f i i i ~ ; ? , r ~ ~ E , ~ g  ctie F O & C ~  

Y @ ~ ; ~ c : v 5  f JC :&I.%;: ptirgL':;C ( L*.;:i;!Z .i " , T;'* # .- 
. 5 truck given  La civLLfcrn 

$,. <',", e 
. \ *c'r;. 



Very cf ce2 ,  .,-frh -:TT c;:r-n7~c+ - .  1 L. . , P ~ ? . . c ~ -  ,,-- -,. tkcz r f sk  cf. d t n r u n c h ;  

thfs  a s b ~ c d  practice. The sf tasrim :<as a g g r z = - l t i n g ,  I t  t;as rtmarcb 

Tbe ren oa the srrest [except gc-.-cmaect officials) also knet* 

%bat these cfficers ~rgan5aei2 ar: 0 2 ~ 2  r?,ett;r'orE'; cf snupgfZ~g~ using afr* 

+p;erer, 4""- A u u a u ~  3 - 4 7  W I I E L E ~ ~  ~ r a ~ s p ~ r t ~ t f ~ z  r.caw5 certainly through enmy 

zos,es - &mulci p q -  for th$s ~ntenscJawsness? 

f erhd t~ k a ~ e  t3e ~3jectfvas af C.S. sfd recansidered, inelud- 

jaK 51,- P ' Q F ~ ~ ~ . ~ " . ~  v ,,.~,,ce G C V ~ ~ S E ~ G S ~ T T ~  ~ 3 6  k c ~ y r ~ i l z i i ~  the r a L s ~ i o , t ~ h k p  be- 

* - a  ~*c<"P ,  S ~ P ~ < T ; : . C  3 5 ~ 5 3 t d ~ " . ~ @  S L Z ~ ~ ~ C $ Z C  ~ f d .  C i i ~ b ~ d $ & ~ *  5 poa. i t fc~1 

" ? . .  ecrr,ztr2 Yy5 DGG.,:: zL,lQm +-, t5e saza seazarius conrinucd. 

Zhc 31~5;:&6 a2d rcsomces &I& ~ c t  gerzit ta e~v%sogc Pay ~ ~ Y C L Q  - 
~ r i e - . ~ c e d  ;.rojccca, So, GK3 h ~ d  jus t  RG Z ~ ~ U Z C E  nears f o  w r g w f ~ e  

p~opLe cscwZ+.? Sn rEe c i ~ 5 e s  PE search f o r  jubs, rcnaLnLng far in 

selvizg rhe izzrcascd ?robLe-,s 5 2  cbe raral populatian vfth which 

. F *  c y ~ p , ~ : - 2 ~ r <  s:=; ",o&s.l:e$ r f : ~  g ~ y , - . - c c i s c  r;g*fes.es.t=;. 
L, 
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overgbe l~m b%ch a lgsg cf ~ ~ 2 : s ;  p a  slupc, rampant h e a l ~ h  

i -  fr. tbc  r?;.: : 1 . :bz i rlcal t e n s i c r ~  beatiag. 

Ev@ry&i>-, =sre z ~ ~ p S , e  Zis~ct .er~. l :  2 ~ i . r ~  t r  ;.;. t c ' y  s'L: :x'ik. X O ~ Q  ~ ~ r i m d f  - 
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g%Cs i ,d~gizz .  ~9 c r  =kt.-ka.*.& ,.*P 4 W "  -ii.tv+-,-;.. t. >. r .,--. . , , , . . .A t  -' :. ;.;-a t.ri p ; ; ~  :tt t!sv;tlttzticsns ~f 

. . c- rhg rf?:,. $ 3 2 ~  rmcpy pr~cc.;t.e,: ;TQ: c , ~  be r i . ?  :.Q. : ne teacS.ers a- 

. ~ prptse.< cbazr 6% ssat$rfgcricr, s;;a ;;:rr . . i i . , ~  ::,iy . i e ; - i ~ i ; ~ f r a ~ f d  

g r  , e,oitlZ c;CP re:,-gn.' t * * -  -i r \ c r  t. zec;.: r::err bas never 

* a;.): s e r i c ~ s  C~,Z~Q;.;Q ta=yGg:: =kc : :i:: yrc+ible - 
* - go; f P  \' ---.... 3. ** ". &- ".' IT; -..*-* 2 -  --- + - 9  * -,,. ,,,,*'?-. ec."y."d t,J 30 

L 4 r r  .r, Ju&*.*e - *h i%:  *;* r:;: c C * -  - s; *,-.- .-u 

brc2cA; ,:, 

p m ~ r r l y  -:sktr czre  of. 



ri-e?, i';. :.:as rechcr a Icns list: of 30% exactly a b~dget-, scrck i ~ s  --- 
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- * -. . . . c  + - - - . .. , 
- .  ..- *L'-, agaizst s sherc cr:e L., -..., L,. L .. . . . -. * - v -  

co&qtergar- gErierarez a lz  scz t;;; t ~ . : - r ; > ~ - i ~ ~ z s  L. :'rx r>,c E ~ r L t z ~ f  

bank* 

EAe3$--~fzg a 5&3 zzce L..i,-,- ---. - "...-.-- ".. , 
r . ~ L  ---- ..I jrs-Lr...tl. i:ze cstirate of r- 

.) 3 poadkeses neeciec: s ~ z e  aiv~r t tcres,  .2:-,, ; .,:.rtlv LC,  it^ jliizardous figures 

of sur strc-,grh, c k ,  trcl scLa::.cr: .- ;.,#.. ; + . - + - c + G  .,,, ~+.:.<ucsted goad 

*'' f;*. : r r d Z 3 0 3  &~' i r  EL? L;.C iiiir;i;ch r . i ~  L . - i .. ;. . *... ,, .: - .*L< cv \ ~ . A c  t. L p ~ r i i  

$rZnE ~ c ~ ~ r ~ ~ l ~ ~  5.; S*?+ 5 %xi , a . 1 *  +-2 , _ &- _ _ . =  

, -21ccL  -xlie ::4:olc p i c -  apg-i-s bchsj.,2 ~ 8 2  c-e,. > ~ ~ = - ~ ~ \ - ~ = p  :, ; Li ,- - - ,  

- .  
C;re oz psblfe expecd$zrrres. Gae L;?r;;e ;;..ifc 0: : ; i ~ s ~  e . . ~ ~ l ~ q  - - z  --. Jiturc~ 

. - * ~2rectL-y c~z~Zc,t- ,& by u.5. xl?,;k;;r.c;c ~ , o  crjvcr :?re gr i j t , .~ i~g  

denscd 05 iwoPAgs an4 tke Zucrc-ssed cost gf t r an : ; po r~s r , i an ,  cigdrt 

rk~,c zc~",y2Le s=;o;mt of subsieles. 

"i5e Eanzgezez; of the b:;dgctr zcz~i iczrcd  tf: t h c  hcakvy proccdrrre 

W.ker5f cd f ro= Frezch Atx.:"tnf ser.nt5011, 5 1 ~ s  a pzfaL= ul task ~ . + ~ i c l t  plrt 

- .  
Ee irt ccnfrsntatis2 t; -,c t-;c a3<2,ie~s: 2 L~sf~L~:i~: ~ ~ n t ;  ;s~,s, 

gave gore chance tu the  soldiers cc ger par&. 
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Po+ r3e ~ k e  of e~?erierses. it ts xorrh g2vir.g s ~ m e  d e t a i l s  

%+z hrt-2 tc a k P i  t5ai i ~ i '  i<itk=f~::d the savsgc r * s s ~ u l t s  of the 

co;;;r,u-,is: ir: ni6 1970, ::".r S'nzer ezzy x;2s r o  be a l i oved  to increase 

.. - 5ts strezgzh. ~e kz+:c CQ-----~ h k f  L ~ . ~ ; G ~ < C ~  --- ' ) - u ~ t h ?  in greater nunber, j o2n 

L & ~  yei;>s - v ~ ~ G h ; ; + ~ ~ ~ 3 -  ~ ~ - 2 ;  E z Y  zv: t;: ! : , ? ~ y i  F ! , ~ ~ Y F +  

These soldSez-s c341eZ " s a l l f e r s  of twenry firur h~urs"  have 

jccn l z r e r  an berraye2 by their  czir coo3andors ~ 5 . o  trsnsfomei: the 

3dbiLizzt irn sytccss l nzo  bcstness. 

S50+rlb arrycne be able to recruit a certain nu?-ber of pkople ,  

then be ccsld 5a zacczs~icaily appointred or prwsted co & certain 

grade i ~ .  r i le any. $ad the i(i.aer icrces were cro;:Zad x:rh all ktcds 

- of s;,ecir.z::s rpn3ir:g fro: zxszcrags, artists to the restaurant clerks. 

LI. 
L R ~ S  C.ZS r'ce Surgeozsizg g r o m d  of: anarchy in the Khmer amy, 

-. . 
spoilif iq i ~ s  a:gz.nic:r. tiscocroging the able units. Thc practice con- 

. . t isued m r s  ~ ; r r y .  

_. 8 t.e c ~ : ~ ~ - ~ ~ d c r s ,  f o r  ck-.p ~ a f - i <  I=T:PI :S~  OE pa:rff:& the ~ t i i ~ l ~ f  * -- 
eXFazrjitures ig ;he kattlofield, Kere permitted thenscives to  car.- 

,. 7 c.ic3re 3 ~c.::; .. : y cae , . , -...,.- .- ' , ., . . . , . . , , ,. + - , z L , ,  . .r7 Lii,d j.k,;ib suJLi~ 
..< 

i c r s  and c ~ l l e c t i z g  crgrJc!y their respeccivc i?d)' ... or ig in  of 

r l  fan tun'hcrearuras. 
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. ,,. ;?.-iL ..,+;ca3lisk& E&e x$~p:ig:ry Q:* Fz~izicce, :2 eenci:rt c f ?c;;.re w i  t l s  ' " . * 

, v  

$m yfiz~r", "~P.L 5 3 ~ 5 3 t  ccci-zez,i: e ~ : ~ z f ~ . ~ e e  LZls.?j: ..* . .. . ,  . !<it:: :ley 

apprez&es fCH * , ~ 5 ; z l i x f ~ g ~  ~ P : C C - ? * ~ * + O  C ; C , L Q  G C *  ""7 ~ P C $ R . : ~  . -  + . . -  , . ' - - - ,  . - -  ZZ 

e p ~ t r y  ('c-es",i@ 2 ~ 5  fcre5~: =fd) n~.;d g c r ~ : : , , .  <'.!'- ;,: a 0: i t .  

,,iLJ c:.;p,- 2 . ~ 5  .. ;, :.. = -  . *Ee 0++:~9r ?:;:',<, * S  te+:izi~i. an'. , -  , . , .. : gsrtLcf- 

. ,  
7%- F ~ j ' ~ ~ ~ ~ ~ ~ , -  zt;2 i\*elj7 is rlic ~ ; ~ * ] ~ ~ ~ $ . ~ < ? ~ ~ ~  LnG<:.;.,, imr,-;: .' L 1 .  L;C- 5-b;:; ~~6~ 

, .. , ysricEs t"c~z;c;l.sf.c\ effort zuc2~'<z:;:g 5 ~ 5 ~ ; ;  J: ;<rm5, i.(.:,,. f i z i j ~ ; f t L & ~ ~ ~  

% .  , , "  , . - . ,  . * ,i*.,: a,,.-- - *  .*?._. 
* -+,, - *  ., " 2 * .. * r. , .. .+ - + ., .= * ., *-: ...-.. - ,.--.. f ; - - -  - - ., ,. 



p n l y  &:f'!l.-:-*?,t.\+ t>, :s t  t $ - r - r  c;-. "..j'-", <+:?::f:f gXfCrG*,Ome 

a - 3 r  y + q S  r ) n %  5 L b e G w C r : ~  w;.s..:),3,.i;u - e 5 r - ' . 1 : 1  , . , : . ~  . . I . , - f t T .  ..- <-$+ W +  
asid * s g * c . ~  %.a% L - k  *=<*...,+.. , -.*.~.- . ,. . .  .. , .... ,ni:ut;sr to 

A .  ,* 5 - 
3;bP up s-,gk,cm, $3 fzer,  -grncep:r.c: r::? r-rcr:-i,+.i?..? ;.rb.r:;c%a. 

had sf,kmays fa: r c  egracc -< -.,. ,*,,, ' E - - r .. <. : G L : ~  I:.. tk,.. !.;.i;;f .L L ~ f i  ~CQEGEY.  

X5 w < ,  ,at q ~ ~ ~ ~ i ~ ~ , ~ : - e : ~ ~ ~  ~ ~ ~ ; c ~ ~ ; ~ P : : : ~ ~ ~  ;c.-.;:.:;;: .: ! r f ci.,;i;~.~::~ r j  t o  suyparc 

- -  . +,Qr= FT@$rzP F*=35 8 P - r . "  ~ > e  prc<cc-+ -"&-em~:~;,g &;L~..:L:L;;, TC:;~: 3 ,  &;;C~:I 2 E+& ~ ~ i p & r i l , y  

2 8 ~ ~ 2 ;  of ~ 3 v ~ g  r;c~7,>z,e + LC ger ( L ' 1 2 ~ ~ c c  ,,.~rk Car i:;c: ><,ci2c3 

~,ka,e:r co~z=r:: 2-5 ; c c ~  ~ c o ~ z e .  T3;p fCt:r",.!::r j n ?  v - , ; ; ? ~  . -: i . t .*!  :p* v 

prssecce the ccz;-.;rys;&, QE@E~ t:1~ 7casanrs vicEi 2 ~ i s ~ ~ z ~  sf 

. % cGcragc ~ q d  d e d ~ c ~ ~ ~ ~ r ~ ,  ,;;p&e-ecrir;g ~ 2 r ; ~ r  i rr;g&fi$;; ;;;;;'I-,:, p;c;;Lng, 

.$$srg$5G= i s g  seeds, ;l;;zting cr(;;-s resag t 1 l::g r ~ . f  ~ ~ i : ~ ~ ; ; .  I:: eccscf 

,- - - 
6 aqe:.<.cs ur recks:c;c.=,s, e%osr tc c,he fccglc, ready to cur3 aver a 

~ e ; '  z;=Z ecpg-.le ;'of * * w  &-:I$&, Z L V  ICLS~- * ,&  --?,;P, +r , .h ,  ~ w r ~ ; ~ ~ ~ : * e  A i * t h , d  "EiYi_S iIcricsEt py~g,ram 

.,.? :Ft? ft;Tzr&* 



- - - .. ... . :.I. :::: :A: ?._, ::!;r;-*zaffr?~ c s ~ e c f a l ~ y  

c+ L,az tf-if1 S ~ ~ I - Z ~ ~ C L  circles - zhe y a f . r ; r ) -  c-f Z!F ycrsonzel W ~ S ,  the 

as-erzge, fO ti~ss k'iE%,:.+I:~z ",;-.zz "L-e r;zc-:z:lz :sf gcuernccn: e~ployees, so 

a&tsar 7-- -"-'- - - * .  .u:: Pi . - . rLrt f~  a;;t f z ~ ' . ~  ~r;z;i'.;s;~:;-;:,;i~z on.: gror;p o f  o:lficials 

p.g --""*'"cyc; - 3  --. "7" C ' -  K ""-"' - '-'u-" a";- " 

. .  = frEs: - .' ' ,- ;,;< * .'"" - = * -  
b4 + I.! ...%. L~L;;:.:, - . L::~: Zt.. . , . I . .~la:~.. i  i ; l i  cSSC::' 

- ,,a3 2 rsm.ot%us f r fce .  saf E ,  st.ig+fr, :AXIL, f i s h ,  c:zac~oal, clorh). 

C&er xar cfrc~7";ifszces, =kc zf2dLcaen 2522 tc aske f a t  p ~ ~ f i t 8  

%. * 
by boar&iz=x r r -Z  s;;leceLs=i~g  ha r-~rc-ro-gct goods. This c~:anil;c~ee 

cacrrol5ef r5c l r  ~crivfcles zzd ~ r g x z i z c d  the r',svc=ent of the supplies 

- r&zsp;rz .i;-,s 2 c:i21",5-6S:;~ ras:;, trt;r;L3p0rc 2 ~ ~ ~ x X  &-'- ~ ' 7  .-.-c c tcC 

, - 1 1 1 "  rse 6 3  face %2c> SOZE Z I L L E ~ T ~  officez~ xbcj X B T E  enpo~t~r~ , 'd  CQ C Q C ~ T O ~  
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-.z&-.- Lu= . - . ~ L L - L  -,.. .!L i.L * L L . ~  -2.*o ~ 2 s . a  

c r i ~ ~ t i ~ a ,  cf t:~esr - , yp  ~ ~ a s ~ c  y r 6 ; a u c ~ b ~  - 4 ~ 3  ---+ - C.C :he per-;ol*s &DL Z ~ C "  seedy 

$ e c g ~ ~ .  T&.,gEf tilegizg held  aS.-zst et;i:r>- cia:.-, at  teas^, t w i c e  a 

xoek - ~rt: - g e ~ ~ l ~ l ~ -  kc.; ;iLs3ct~ :*I t i .  .:,:t ;iT;3. ;~cfir;e ~ 2 . ~ 1 r t c f  p z r f ~ n  

r;hese csz3St~eeS L-cC;& L ~ T - ~ -  ..,, , L L , ~  b.-ira t c ~ ~ i r : ;  e",sLreadp ~ C T O C L ~ ~ E  simply b.y 

exaggers z<zirar-; &:d.~z. 

2 . S -  fe- jresesca,tL~;~ 5: :hr;: r~-&,ttec og?lrf& ~1sE: direct;  

grl:cff;i~zs FC. &e:~hcz '',&~.t f f y  i.) ;.r;15 ,z& ;wok2 :;sy 20. L;rrrid~:.~t,aflp, 

$r. 3~ a ~ = e s ~ z ~  cask, %gc:-***- 5-c 616 Eat; pesscss any exact figures 

a 5 Q*,.cr ".". ,.,,e~.,gg3 - 3 ~ 4  :%-;g p;i;e03:~: fz ".---,- :..,.* , , . .  Pen% ( c o r - . f i e ~ t ; ~ d  i .  Pp the 

f -., - $-;.  ,; - .. 9 *" -. L .. ;.-. - = A  + -. - .  L - - . . ? A + * ;  *.Lr .-r--:vt*-r-..l- . - * i . - lyT ;Sf 71<q.?t?3CY$ r re*b' %+# . , .  . - 2  . < + , : . ,  .r. - .- ' L, .- 

ar;C rea2,istie f ~ r  zz;;.c.ir~z.S2s tba dfsrribrterforr nuevark tktrrrrtieh trkfeh 

I I 
";:gfs@ gcegjs cfias 6 f $221 2 ;,= :.eag:: t.0 +-L-- &-,&dy at reasanable prf:,e an3 

~u%&m-9zeB qvazea. 

f z r  2s flgs=cdai aed zczetssy pulfcfes,  t h  j o l a t  ~cckornic 

cc,"zi.gsrtb !~l& ~ ~ ? h z s $ z e d ,  tbr i b e z  45 grezrcr  equal5cy s f  war b ~ r  fen, 

v%:c:.: secze& ro kzve 5eez fergorren b y  CKR, sack c ime  vhcn devaluation 

vas req~Sre5.  

2% ~a,~;;sga of ecs~-c:ic r e fce~s  t e c i d e c  ca Seprezxber 15, L974 pro- 

ecccd ~ ~ 3 s  s:g-fflcec.t i r 7 a c z  QG P .,..,. ,. - ?: , , ,- +,,sn <: + ~CGEGZ:SC p o l i ~ i ~ ~  than 

S' etpkL.;r PQE: QP~:, ~ 3 e ~ g i t ~  a f i~f;! sr2.1~ i:.~ -..ia, "e , pratest dgainwt fu r the r  

. - t $..** .+-,,,, i;..:::; r:r yie;y., :;c%:i bg~;;qr 7:f:f:r. 12:  ;;r;!.j i ' t .>t. 
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Fbe Z2crezseZ a e ~ z c k  sf Tkzgz Pech i n  early 75 che heavy bar- 

zs~ypnr c _ S  y?e YCY:/.~CZ b - CCLY *.:CCF,PVSY r e f ~ a i ~ e 6  U Y L ~ ~ G ~  Covarrraanfr 
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