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THE UNITED STATES program of economic and technical assistance to Cambodia
has been in operation for more than five years. It is a program that typifies the
United States policy of economic assistance which for more than a decade has
served free nations around the world—a policy of helping these nations to main-
tain their independence and to achieve -economic and social development. —

Underlying this cooperative. Cambodian-American program is the determina-
tion and vigor with which this new independent nation, under the leadership
of His Royal Highness Prince Norodom Sihanouk, has written its own history
of successful emergence into the world community of free nations.

It has not been so long since the United States itself was a young, newly in-
dependent nation. . Like Cambodia, it holds dear the liberty and freedom it won,

We are therefore pleased to contribute to Cambodia’s future; to cooperate with
the Royal Government of Cambodia in its resolve to méintain its independence
and security, develop its economy and social institutions and create an increas-

ingly better life for all its people.

Wi ¢ T_*.._.QQ

William C. Trimble
U, S. Ambassador
1o Cambodia
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FOREWORD

THE MATERIAL in the following pages is a résumé of the United States Inter-
national Cooperation Administration program inCambodia from its inception to
the present date of writing.

It has been undertaken as a factual report, an annal of the economic cooper-
ation between the Royal Government of Cambodia and the United States during
the critical years of Cambodia’s new independence.

Over the five-year period covered by this report, Cambodia has made substan-
tial economic progress. As indicated in the following pages, many aspects of
Cambodia’s economic growth have been made possible through American economic
and technical aid. But the most fundamental improvements are attributable to
the leadership of the Cambodian authorities and to the devotion and hard work
of the Cambodian people. During these five years the estimated per capita in-
come of the Cambodian population has increased from $85 to $98, despite a pop-
ulation increase of about 11 percent, The Government’s revenues have been in-
creased by about 16 percent annually and large investments have been made in
the basic facilities, such as roads and schools, agriculture, public health and
other fields important to economic growth.

Subsequent pages outline the principal activities jointly undertaken by the
United States and Cambodia under the American economic aid program. Be-
hind the factual description and the statistics has been a spirit of mutual col- -
laboration between Cambodians and Americans, working together in a common
-effort for the economic and social advancement of the Kingdom.

Charles A. Mann

Acting Director

United Stales Opemtwn Mzaswn
to Cambodia






- THE STORY OF U.S. AID
TO CAMBODIA

Indochina Background

‘Economic aid to Cambodia began in 1950,
coinciding with the beginning of Cambodian
independence. From its inception and through
the Vietminh war years of 1951-1964, the U. S,
aid program was administered through the Spe-
cial Technical and Economic Mission to the
three Associated States of Indochina, with
headquarters in Saigon and with regional of-
fices in Phnom Penh. While fighting was in
progress and Vietminh bands were occupying
many areas, the needs of Cambodia were most-
ly fourfold: (1) adequate supplies of foods,
textiles and medicines, (2) restored agricultu-
ral output, (8) rehabilitation of the road net-
work, and (4) provision for internal security
and national defense.

To meet these requirements, U, S. aid was
allocated to Cambodia through direct supply of
needed equipment and services in the amount
of US$7,800,000, and through the dollar financ-
ing of commercial imports of essential consum-
er goods. With the local currency proceeds of
these imports and with the direct U. 8. dollar
expenditures, projects were initiated in the
fields of agriculture for the restoration of war-
destroyed irrigation systems and the construc-
tion of new ones, and in the field of public works
for the rehabilitation of Vietminh-destroyed
roads and bridges, In addition, four dredges
were provided to make navigable the channels
of the Mekong and Tonlé Sap Rivers and to fill
in land in Phnom Penh. To strengthen the na-
tion’s security, U. S. aid provided assistance to
the public safety forces then existing.

* * k Kk K

1985-1959

Soon after Cambodia achieved full independ-
ence, & separate and independent economic and
technical assistance mission, residing in Phnom

Penh, began its work on January 1, 1956. That

* mission functions today as the United States
Operations Mission to Cambodia under the In-

ternational Cooperation Administration.

The objectives of U. 8. aid, as mutually
agreed between the Royal Cambodian Govern-
ment and the United States, are (1) to assist
Cambodia strengthen and maintain her na-
tional independence, (2) to build a strong na-
tional economy, and (8) to improve the living
conditions and productive capacity of its peo-
ple, particularly in the rural areas.

From the signing of the aid agreement be-
tween Cambodia and the U. 8. on September 8,
1955 through June 30, 1959, the U. S. made
total grants for both economic and military aid
to Cambodia in the amount of 9,187,500,000
riels, or US$262,600,000. Of this amount,

.6,314,000,000 riels, equivalent to US$180,400,-

000 has been granted, since the inception of
the program, to assist Cambodia develop its
economy and at the same time maintain the
military forces necessary for its defense. A’ to-
tal of 2,878,500,000 riels, or US$82,100,000,
has been allocated to Cambodia since July 1954
in military equipment and supplies.

During the five-year period from 1955 to
1959, 3,262,000,000 riels, or US$98,200,000 in
total U, S. aid was used to finance economic
and technical projects. These economic projects
are joint undertakings of the Royal Cambodian
and the United States Governments to which
each contributes personnel and financial sup-
port. As a result of this joint effort Cambodia,
after five years, has greatly expanded its basic
facilities essential to further economic develop-
ment, The remaining 3,052,000,000 riels, or
$87,200,000, has been programmed to assist in
paying partially salaries of the Cambodian mil-
itary establishment and also to finance con-
struction required to give the Cambodian
armed forces logistical installations to increase

_their defense efficiency,












ECONOMIC AND TECHNICAL ASSISTANCE
FIELD OF ACTIVITY BREAKDOWN
DOLLARS & COUNTERPART PROGRAMMED

SUMMARY FY 55/60
(THOUSANDS OF US DOLLARS)

US § 103,834

PUBLIC WORKS
472%

(see below); and other public and private
sources which can provide the capital which,
in combination with technical cooperation, can
bring about a country’s economic advancement.

The Development Loan Fund is concerned
with the furtherance of economic development
of countries participating in the program.

The Fund is used to finance specific public
or private economic development projects. It
is taken into account whether the program or
project is economically and technically sound,
whether it gives reasonable promise of con-
tributing to the economic growth of the coun-
try concerned. It involves consideration of the
alternate possibilities of financing the project
on reasonable terms from other public or pri-
vate free world sources. The Fund also em-
phasizes long-term results, rather than short-
term impact, and is furnished only in response
to specifie, fully delineated applications for
assistance,

Aid from the Fund is extended on a loan or
other basis which does not involve grants or
direct purchase of equity securities. Adminis-

§ 3,634,200

EDUYCATION (3.9 %

PUBLIC ADMIN,
8%

tration of the Fund comprises reasonably wide
latitude as to the period and form of repay-
ment, interest rates, method of amortization,
and other terms. It is intended that these
terms should generally be substantially more
lenient than those obtainable from other public
or private lending sources.

In FY 1958, the Congress appropriated $300
million world-wide, for Development L.oan Fund
purposes. In FY 1959, $400 million was ap-
propriated ; $5650 million is being appropriated
for FY 1960. A major distinction between
this Fund and grant aid is that the Fund has
no terminal date for obligation, and is avail-
able to all ICA recipient countries by priority
against approved applications. .

No Development Loan Fund loans have yet
been made in Cambodia, although some appli-
cations have been filed. ‘

Special Assistance for Cambodia is the source
of funds for malaria eradication, as part of the
world-wide eradication campaign, which has
been undertaken jointly by the World Health
Organization and the United States.



BASIC ECONOMY OF CAMBODIA

The Protectorate

The Cambodian economy hbefore 1954 was
essentially a part of the joint economy that had
been created under French auspices when Cam-
bodia, Laos and Vietnam were portions of what
was known as French Indochina.

Complete independence brought an inev-
itable economic realignment. Monetary man-
agement and currency issue passed from the
“Institute of Emission of the States of Cam-
bodia, Laos and Vietnam” into the hands of
the newly formed National Bank of Cambodia.
_Foreign trade, with the support of the large
scale U, S, aid commercial import program,
gradually changed its pattern and direction
from its former integration into a colonial
system to an independent multllateral trading
system.

General Economie Conditions

During the period from early 1966 to the end
of 1959, Cambodia had succeeded, following a
conservative economie, commercial and mon-
etary policy, in creating a stable foundation for
future economic advance. The Japanese inva-
sion during the Second World War, the eco-
nomic turmoil created in Southeast Asia by
the war, the postwar political problems in the
Indochinese peninsula and the invasion of
Vietminh bands had severely weakened the
economy. '

With American and other aid the Cambodian
Government has reconstructed the transporta-
tion system, reestablished vital public utilities,
restored trade and commerce and put the coun-
try back on its financial feet.

Estimated per capita income increased from
$85 to $938, in spite of a population increase

of. about 11 percent. The government’s reve-

nues have increased by about 16 percent an-
nually. The investment in basic facilities such

as the roads and schools has been substantial.

Cambodia has an essentially agrarian econ-
omy, ninety two percent of the population gain-
ing its livelihood -from agriculture, fisheries
and forestry. Principal exports are rice and
rubber in about equal money value. The great
majority of Cambodian farmers are small land-
holders and rice occupies nearly eighty percent

of the arable land. Rubber, however, has been

produced on large foreign-owned plantations.

Other crops include corn, pepper, peanuts,
spices and smaller amounts of palm sugar, to-
bacco, hard fibers, silk, coffee, cacao and var-
ious fruits and vegetables. Fish, cattle, buffalo,
swine and poultry are exported.

Imports consist primarily of manufactured
goods. Manufacturing of consumer goods on

‘a limited scale is carried on in Cambodia.

Monetary Conditions

The monetary policies of the National Bank
of Cambodia, the newly established central
bank, followed a conservative course. Net note
issue rose from an estimated 1.27 billion riels
($86.2 million) in its opening statement per
January 1, 1955, to a peak of 2.37 billion riels
($67.8 million) in June 1959. Note issue fell
by September 1959 to .29 billion riels ($65.3
million).

Central bank reserves showed an exception-
ally steady climb. Foreign exchange reserves
were valued at 1.8 billion riels ($104 million)
in\ August 19569, This afforded a reserve ratio
of roughly seventy four percent against the net
note issue and demand deposits of the National
Bank.

Cost of Living

The price level, as reflected in the general
cost of living indices for Phnom Penh, the cap-






ital, showed a sixteen percent increase for the
working class, a twenty percent increase for
the middle class and a twenty-two percent in-
crease for Europeans from 19565 to 1959 based
on the yearly averages through S8eptember 1959,
The increase was less in the villages where
manufactures and imported products are less
used.

This rise occurred in two spurts, the first
during 1955, the second during 1958 which con-
tinued in 1959. As data are available only for

Phnom Penh the rise may also reflect more.
the increase of population and pressure on dis-. -
tribution facilities in the capital than true couh-- -

try wide increases,
Foreign Trade

Cambodia’s trade and payments balance dur-
ing the years 1956 through 1959 was passive,

American, French and other aid resulted, how-

ever, in a net capital inflow, U. 8. aid produced
a capital inflow in the neighborhood of thirty
million for each of these years,

During the period Cambodia’s exports ac-
tually fell off from the level achieved in 1954.

In that year exports stood at sixty-three mil-. .. -
lion dollars. They decreased in 1955 to $40.1° .
million, in part due to a bad rice harvest and.
to 36.6 million in 1956, but rose to 62.9 m1]11on :

in 1958,

Imports .during the five-year perlod bol
stered by the large U. 8. aid import program,‘ .
rose from $47.6 million in 1955 to $58.4 mllhoni_;;-r-
"ﬂhonﬂ

in 1967 and: reached a hlgh of $749‘
in 1958.

Both the export and the 1mpor1: patterns
changed in the direction of. greater diversity.
Most marked was the decrease in trade with

L

the other states of former French Indochina.:
Exports to these states fell from thirty six per---
cent of the total in 1954 to four percent in .
1958 with exports to France rising from twen-. L
ty percent in 1954 to thirty four percent in: '
1958.  Exports to the sterling and dollar zones . .

- also gained in importance,

Imports from the franc zone and the restﬁ“:r"""
of former Indochina decreased from eighty six =
percent of total imports in 1954 to th1rty two

percent in 1958,

Europe as a whole, the sterlmg zohe and the' '

United States gained along with Japan.
Domestic Production and Tradg. ___The Gross

_National Product of Cambodia for the years

19566-1959 reflects the country’s recovery from
the Vietminh War, but also unforeseeable

. weather ¢pnditi0n_s, particularly for the crop
_-year 1956-57.. The estimated GNP magnitude

in millions-of dollars at 1958 prices are as fol-
lows for the five years 1955-1959: 356, 408,
462, 440 and 445. 1955 was very depressed

. ~due to the war conditions and paralyzed trans-
. -portation: network 1956 faced drought condi-
-_‘-tions, ‘while 1957 wag an excellent year. The
,'-]:;rice harvest was somewhat adversely affected
‘ "by 1nadequate ‘rainfall in the early growing
4 feason. in. 1958 ‘while 1959 promises to end as

a gooql year The ‘agriculture sector, which is
composed of rice, rubber, corn and other crops,
forestry, livestock and fishing, shows the fol-
lowing contributions to the GNP for the same
five years, 1956-19569 (in millions of dollars at

" 1968 .prices) 1100, 180, 201, 192, 188.

Rice, rubber and corn are the country’s main
products which it produces for sale abroad. In

~.a good year, approximately 8/5 of the rice crop
) =_consumed by the rural population, 1/5 by

“urban population, principally by Phnom
] ? ‘and 1/8 is exported. With a poor rice
wvast, exports naturally suffer first, creat-
dverse effects on the trade sector and on
untry’s balance of payments position.

: Tf}e manufacturing and trade sectors rough-
parallel the agricultural sector, because of
ldse relationship between rice production,
milling, internal trade and export, and conse-

'thlently_ demand for imported goods. The fig-

millions of dollars, for the manufactur-
de sectors are as follows: T4, 83,

‘-~domest1c eonsumptlon and exports,
nic field ‘crops, forestry, and livestock
romising.

1 cturing sector likewise has a
great potential for growth. The processing of

“‘uagriculﬁural and forestry products for export
_ and ‘the domestic manufacturing of certain

goods now imported will undoubtedly increase
rapidly in the near future. .

D .



U.S. ECONOMIC AID AND TECHNICAL ASSISTANCE TO CAMBODIA

FY'S 58.,59,60
MAJOR FELDS OF ACTIVITY

FY 58 FY 59
U.8.418,200,000 U.S. 612,500,000

INDUSTRY 1.3 %







THE MILITARY AID PROGRAM

Throughout the past five years, the United
" States has furnished military aid to Cambodia
in & number of categories, These categories
in which the U. S, is providing support to the
Cambodian Armed Forces (FARK) can best
be broken down as follows:

Military Equipment

Pay, Allowances, and Rations
(Military Budget Support)

Supplies and Munitions '

Financed 19566 Budget Deficit

Reserved Funds for Vehicle Rebuild and
Major Assembly

Allocated Finds for Construction

Military equipment includes such items as
~ trucks of all types, tanks, individual weapons,
artillery pieces, machine guns, mortars, radios,
. naval craft, airplanes, and other equipment, It
also includes items of individual equipment
such as entrenching tools, packs, cartridge
belts, canteens and related materials, includ-
ing clothing, helmets, mosquito bars and blan-
kets.
_ Military Budget Support has furnished a
major portion of the funds required for the
. pay 8&llowances, and rations of FARK person-

-nel At the present time, this represents ap- -

proximately 62 per cent of the funds required
. for such purposes.

Under Supplies and Munitions, the U. S. pro-
‘- vides replacement for used or worn out items
. ‘such'as lubricants, petroleum, oils, ammunition,
.. clothing, and spare parts of all types.

.+ The Financed 1956 Budget Deficit is the f-
‘nancial assistance which the U, S. agreed to
. grant to the Ministry of National Defense in
‘:late 1956 so that the latter could balance its

budget for that year. It helped pay for items -
such as some construction, engineer services
and certain other general expenditures of
FARK. ‘

The Rebuild Program concerns the outload-
ing of vehicles to Japan for complete overhaul
and return to FARK. This is a continuing
process although it is a one-time charge.

Funds allocated for construction, like the
preceding item, represent a one-time charge.
These funds are obligated as contracts for the
construction of a logistical complex at Lovek,
Regimental Area at Romeas, a POL Depot at
Prek Phneu, three regional dispensaries, a Sig-
nal Corps cold storage warehouse, a Navy Head-
quarters and Naval Shops, national firing
ranges and improvement of the airfield at
Pochentong. _

The U, S. has furnished through Calendar
Year 1959 5,929,000,000 riels, or $169,400,000, *
in aid to the Cambodian military establish-
ments, $47,100,000 for military end items,
$35,000,000 for military consumables and $87,-
800,060 in local currency for military budget
support for FARK pay and allowances and
military construction. Large initial quantities
of material were turned over to FARK in 19556
and 1966, but there has been a marked de-
crease during 1957, 1958 and 1969. However,
even these modest programs have assured force
maintenance, some force improvement, and
about 83 per cent on the average of pay and
allowances for the Cambodian Armed Forces.
It is envigioned that as the Cambodian budget
increases, the Royal Cambodian Government
will assume a greater proportion of the finan-
cial responsibility for the operation, mainte-
nance and improvement of its Armed Forces.



'THE COMMODITY IMPORT PROGRAM

Its System, Economic Importanee and Relation
to Program Implementation

Through June 1959 $189,810,000 were given
to Cambodia under the U, 8. aid program
for the purchase of imports to be sold in Cam-
bodia, and an additional $18,300,000 has been
provided for fiscal year 1960.

The yearly level decreased from about $35
million in 1955 to just over $18 million in 1960.

The dollars granted to the Cambodian Gov-
ernment under this program are allocated to
local commercial importers through the Ex-
change Allocation Board of the Cambodian
Government and the ICA mission in Cambodia.
Over the five-year period from June 1954 to
June 1959 some fifty four per cent of these

imports were for basic consumer goods, twenty-
‘one per cent for raw materials and supplies..
for production and twenty five per cent for
capital goods. Among the principal products

furnished under this program in order of total
value have been textiles, petroleum products,

iron and steel products, industrial machinery,

cement and similar nonmetallic minerals, mo-
tor vehicles, medical products and electrical
equipment. ' The importers are free to make
their purchases in all the countries of the free

" world.

Cambodian currency - equal to the value of
the imports is turned over by the importers
and used for the country’s armed forces and
as local currency expenditures on development
projects which Cambodia would not be able to
cover out of its normal sources of income.

As the expenditure of these sums by the
government has an inflationary effect, with
more riels in competition for the supply of

- goods, the imported goods are an essential antl-

inflationary brake.
Implementation of the U. S Aid program.

“would have been to a large extent impossible

without counterpart funds. With these funds,
labor was paid, local supplies of all sorts ob-

-tained and routine operating expenses covered,



MAJOR COMMODITIES IMPORTED UNDER THE U.S. AID
COMMERCIAL IMPORT PROGRAM (NON-PROJECT AID)

1965 - 1960

(Thousands of U. S. Dollars)

1., Food and Fertilizers
Graing
Sugar
Dairy Products (Milk)
Fertilizers

2. Fuel ( Peté‘oleum Products)

3. Raw Materials
Iron and Steel Mill Materials
Cement, Fibrocement and Glass
Vegetable Fibres (excepting cotton)
Pharmaceuticals
Chemicals
Textiles
Wood Products and Paper

4. Machinery and Vehicles
Generators and Motors
Electrical Apparatus
Engines and Turbines
Construction Machinery
Machine Tools
Agricultural Equipment
Industrial Machinery
Motor Vehicles and Parts (trucks and four-wheel

drive vehicles)
Aircraft and Parts
‘Vessels and Equipment
Miscellaneous Vehicles

3. Miscellaneous

Rubber Products (tires)
- Scientific Instruments
"Other

. 6. NowCommadzty Group and Imports Prior to 1955
Ocean Frelght
Cash Grants .
- Imports. Prior- to 1955 :
Not yet utlhzed and m1scellaneous transactmns

$ 3,423
4,071
2,600

373

117,839

8,880

7,691
2,988
6,311
3,560
32,139
974

1,872
3,824
1,180
516
447

89 .

7,155

7,226
530
1,670

901

4,206

272

1,179

13,656
12,189
7,800
2,989

$ 10,467
17,839

62,493

25,310

5,657

86,533

$158,299



















































