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refugee resettiement activities, it had ne formal technical assistaince
sctivities in couniry. It had few contractual arrangements = and
post of those were for emergency logistical cperatioms. In other

@

words, it ¢id mot have the panoply of poods and services often

55
1]

associated with AL
Rather, the ecomanic aid program te Carbodia consisted at the

gr a4 wartime economy - through

4 Comuodity Ipport Program, and & Public Law 480 agricultural commodity

wum when it becate apparent that isports from the U.8.

could not meet zll of Cambodia’s needs, we alse decided to contribule

-

to 5 meltilaterslly - supported Exchange Support Fumd. Lastly, after
the U.5. cconemic aid progrenm hid been in existence for a year and a
kalf, iz Bad re be sirnificantly oodified to accomodate the urgent

needs of the vast nusber of refugees who fled teo the cities in whot
proved e he 3 valn 2ttenpl to escape the rorages of war. Some apalysts
of our programs might say that jeing U.8,-0KR participation in econom=
f¢ planminmg and stobilizetlen activities was aleo a majer component of

®

our setivities, bur as will be discuzsed below, this is a moot point.

Ne attempt has been nade, to evaluate the total cccomplishments

*

2f the Carbodisn egenomic aid pregram in reovms cof the U.5. Covern-
—wnt's Inizisl oblectives. An overall evsluatien should include a
eritical review of the relstionship of U.S5. economic aid policies
ro eur pelizical and militery objectives in Cambodia. The latter
ehiectives sometimes invelved different timing and different short
term poais thon <id the objestives of the economic 3id preogram. ALD

staff are not in 2 positior Lo ussess such 2
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to Lsabodia, was written by 2 Taing bim, former {and last} GKR

-

Higister for Economics, Finence, and Planning.

in the cpinion ¢f the authers of the Termination Report, all
toree of these papers provide valuable imsights from & non-ULS.
Goverrment perspoclive on both the Fhmer economy and the U.S. econ-

for Cambodia. AID does not, however, cndorse or

21t s ! gpinioms conteined in these ¥wwe
Cha el The TEeARAN L . .
Chvmmiiny 102 latier are inciuded beceuse of their possible value

& ] -
to holh presznt ore

~caders angd to future researchers on this subject.

T b T e e T

b b e e o

A S

- T




On March I8, 1970, the Netional Assembly and the Council of

the Kingdom veted unanizously te dismiss Prioce SiLharouk as Chief of
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incorrectly, centributed te Sihanovk's leadership; of 2 srapuant economy,

corruption, and Ehmer resentzent of the increasliog numbere of Vietrapese

itately following Sihanouk'

end Vier Comp eoperating in Cazbodis Irme

- e

ismissal, Forth Vietnomese and Viet Cong

43

L%

grces, movipg out eof their
sanctucries alups the Vietvensse korder, unleashed ar attacking foree
interior Kbmer provincicl
Le Himer Coverament Army ef 35,000 wen was larpely cercmounial

end was net preparcd te defend ftself apefnst this appression. Realiziag

.

e,
'3
2,
]
B2
’ ¥

iitary weckpers and the nesd for help the new Cawbedian Covernmen

§ by
41

K
X
bon

1, 1970 made an wrpest sppeal for afd to all countries, including

T
v

et ie relaticr

Elire

+

ehelovel declision

3 . e ; P CEN Ry LTy e e e foerongd w Bl N, R W P ] . . et £
Paadt 3 ) BPPETaIUs WoLQD IRV ANWEE Tl Pu itieal, &n-me_tMt} y At EUEODOELC

worenuest for help. Thosoe VEC apeneies whieh

sssintonel resuirenents Boew thib price e Lhy wal,

oon e TR T [N S PR . o ci D d R <.
§ TOORONY g Do subseonrial iy s Pmmuf Cdolent . Wit e bLihte

wral reseutces sueh as coal,

oil oF iron ore rermy of ehie diversafied
seods of a duveleving industricl ecenomy, it moiaped to explolt dts prin-

cipal natursl rescurce, shundant apricultural lund, in & fairly successful

wpeenl OfF Gombudie s prowst popklebion derived

. L » Boanatp ey Lo h e T AATE
FESTR S o gy A Y Ay g R R ;-.J o

wrw, primoarily rice cultivat fon, and over
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* o The abal iabed

L the Kimer Repablic under the leadership of Lon




percent of the country s prewar exporis were accounted for by three

aericulture preducts: rice, rubber and cern. These agricultural

exports had before the war, generated foreign ex hange sufficient te
pay for the cowniry's essential fmports.

However, the overt hestilities against Carbodia by the Nerth

Yietnzmese begimning in March of 1970 had produced grave econcmic con-

gequences. The disruptien ef business, mobilization cf manpowel,

repatriation of skilled Victnamese, destruc tior of productive facilities
and less of Cashodlan territery to the enemy all combined to drastically

rodyce internal production and government revenues. The cvecupatlon of

ER

@ rubber plantetiens and certain other creop producing arces and ialer

sorion of faserpal trznspertation and tourism reduced export earnings
ow thedr mernal presar lewels eof about 30 afiliien te an estimated §20
fn FY 2671, The repid espansien of the Camb dioa srves forees

3 ot S gony o £ - <o -3 5 v B R PR B ST P T 8 w .75
¢ the cuwts of eotive fiputing, drasticelly iogressed Curvuedion expondi=

ef these fectors threatencd Lo Qatine DEVETE

3 2oy TE e o ond . Lo 4 T it 1Y &
By gariv 1%0L, i pot pefore, dne made dt Ingudeibie for the

sovertoont to o Iiuode Oonmoes Ly lmperiy prnsential to the eveneny awe the
it T jIRY 'aép'l e
Tiam A dan ) L SRR S S-S
: -
N T e a3 o aifEs
In the face of all shese difficultivs, wmilitary forewes wera being

.
M

wited aung equipoed. Many ingellectuals, vouth, aud significant segmenis
el rounrryside rillicd o the government in the name af Cimbodlan
Threugl 4 serics of DIsScdl messnuivs influation was kept

from recching serious proportions, although pressures were bullding.




A. The Menn-Thomas Repert: Realizing their need for further infeormatien

=

on which to base a decision about aid requirements the Washinpton agencies
commicsioned a State-ALD Eronemic Survey team to travel te Phnem Penh in
the summer of 1%870. The fepcrt of this team was wfitte% by Charles Mann,
then AID's Mission Directer in Lzos and previously ALD Dirccter in Saigen.
$13}4zm Thomas, a State Department Foreige Service Qfficer. Eoth

rad crevicusly served tours in Phnom Penhi. Their repert concluded that,
a) Cambodia required large anounts of fereign assistance Lo aveid runaway
infistion and disirtegration of its economy; b} required budgel support
lope through Decesher 1971 would amount ot $230 million, with the expecta-
rion that coven grester ald would be needed in CY 19713 and ¢} there might
also be a need fer acditiouncl aid for maintenance of public infrastructure
as well ns ecenvnic develeppent. The report assuned that substantial

»

smeunts of 2id Tres varicus donorsnations and agencics would be forth-

coming.

sroved to by an extremely valuable first

critieal need and in pointing our the direction

. . M & .z E
washinotea, however, did net acgept oll

iy thar $230 million in budget support o Wty Tk
foliowins 16 monchs.

In Augnot, 1970, an Intermational Mooctary Fund (IMI)

neaded by Albert Materrs, visited Cambedia. Data contalinvd
oo TP repoert 0w wopy of waibhowas glven U.8. officials by the CERy
win uselul in Srare-AlD caloulutions of crobodiats indrial aid requirement.
e IMF team z2ico recemmended for GRE consideration ¢ number of fiscal and
poneiary reforms needed go stebilize the cconomy.

YEon § oo,
VELUE

curting topetlnr 1ts request to Congress for




supplemental aid funcs, AID/W officisls commissioned a team of economists

from the Inmstitute feor Defonmsc Analvses {IDA) to visit Cambedia. The

<

cbjective of the IDA team was to add teo and refine the econemic infornativon

- w .

about Cimbodia already availzble, im exder to give VWashingten a clearer

”

picture of the magnitudes and details of aid requirenents. &5 & result

L

93

the work dene in CAmbodia by this three-man team (Douglas Dacy, William
Beazer, and B ory Willisms) frow Cctober 27 = November 18, 1970, ALD/W
£ ognend 3 2 inle to B 1e dowp it e Ty £ the minim unts
Zeung 3T ? BES1Ll £ BCSLE v Abls estitates QL € INIDIND GHOUn &
Recossary $O sustain the Corbodian economy.

Taken topether, thosse Tepolls provided a comprehensive picture of

-

the ecencmic fituarion i {/-bodiz and how the ceouemy had changed as a

o

. Srmed Wit Lawdy reparts &ne Lie recormendations of the
rites vk L. neasivor e a number of U.8.
RS 834 DN convene .

P

ipoehe fall of 1970 Lo werk out i

e T U M g T -
proups reviewed wll the avislable
Soty Semetodde s rooant P L Ch i T T T SR L & ara e
FTET, ENQLRALN TULRERR mep e b e RO, 4t ie 4-}«-4-{«& L itedl ¥oow Wi ee lk LA

LS - A 3

i ONtent ang inpack ef Lhustilitiegs QI TvhDel oile seher ugtiaulﬁurﬂ P

The aid plaamers devifed that the fundamentnd vbieetive of the

1.8, ecenomic wid program showld be to erable CAmbodis to withstand the

severe Gislocalivns sduswve by rhe wiar s 48 LW paintain pelitical stabillty.
They concliuded that 70 willion of Supporting Assistance funds and §30
i1lien of PL 480 Title I assisvance would be required from the United

. I e adeFest eeamemie id g L A BV
Srates o mewt Cumboldis’s wintnal ceonomie sid needs in FY 1871 ard to

w7




-5 -
ensure an unbroken supply pipeline suring the early part of FY 1972.
Commodities purchascd with these funds would be used to help effset

rction and export earnings which could other-

ﬁl
o
Fi
Sk
k‘
&
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m
P
1
a
[a)

i
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&
rY
e
A
o
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a
B
e

v reduce resl income levels in CAmbodia and thus jeopardice

S. geals there. Thus, program levels weould be based

ts of essential civilian goods, such as feod, pharma-

ceuticcels, textiles and processed goods, znd not tied to deficit spend tag

The Unired Srates alse o - 7o T c%;i $20 million of the
1, 450 Title 1 sssistatnce, largely for cotton and cocten products, wheat
Clour and tobacce. The balaorces would be made availeble if and when
regyired Iaver in the fiscel year.® The ceonomic assistence fumds veguest-

ef venld surport s Jeintly apreed pregrom,. including necescuary moenetary

o paintain reasoneble price stabllity and

s N . .. v ¥ = PR SIS g E e ST i ] .
santoln the coveanw 'y wepiecty Lo suppert Lhe widespread mebllizatien

o

PR

spwny. o Nere w001 boe omaid leter fn thie woport on the eceonoes’

‘
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M
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;
o
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Telorn prograv.
.
R e » ¥ —_— Lo
Thosy eounonlo old ebeviives were Siseusved with the GEE by the

TLEL weporniss ing feae 2bor ittt for Phoon Peoh in Februory, 1971 to st up
¥ £
.0, @i flce witliie tho aebacey and te reach agreoment upon the

$mielol frarmowori for b Cormedity Impert Program. The team alse dnformed

an e

he GHR that our aid asswed thar the Cambodians would bear complete

fiscal dud monetary aifuirvrs. The proposed

LR St d L T e L
AR el el R s e e S T

> ¥ Ta EITU SIS [T |
P placed soxd

ce on the establishment of a realistic exchange

adoghe wse AF existing Chmbodian foreiegn trade institutions.

by g

PO ;.
v TH.% millicn was comnitred during FY I??%} Alrhough, becouse
programs ko later yeurs were substantiaily adgher,




- - e
¢ |
The forepoing was consistent with cur conscicus attempis te Linnkt
both the U.S5. phveical presence and the ¥.S. rele in Cambedia - often S -
referred to as the United States "low profile”. The ald program, as ~
erigivally envisaged, was Jdesipgped teo require only wminimal U.S. stafi

by a) reducing end-use checks and audits te a winimum by simplefyiag ather
AID reguirements ss much as we could Qonmsistent with sound management, -}
©} deliverately refraining from the renge of technical and capital

ssistance activities often empleved by A.L.D. ¢lsewhere in the world,

m

sand ¢) not meintaininp 8 separate A.L.D. MissZon., but instead relying
E %

pn the U.S. Enmbassy te provide administrative services and on USQ or

Bangkok and othey n«*arb:: H.k. I}. *‘Iissm-t to supply other support.
S e F 0 T = -~ P 2R ST
4 = 35

U.5. objectives, including the intention to maintain a "low
- o srefile", were also eutlined by the Department of State and ALID/W inm heorings
held e Degerbor 1%70 by the aepropriate U.§. Conpressiconal Committees.

¥

Sulceguently o in Jenuwary, 1971, the Congress approved an FY 1971 Suppleieni.d

[

swiardon reouest for U.35. ecenemie ond silitury adld to Cambeodia -

;.
)
s

inotadins $70 wiltien irn Susnorkineg Assistoence fupnds b o o oM O
notuding $F0 millien in supporting Assistoence funds, the amount soupht
[

o T e P oamaraa #iels P meemepmel §owoms ] - A e P : .
to dnizisve the Compoedizy lunorn Prograx, which will be discussed din the
feliowing chapter.




¥

ITI. The Corrmeditv Impert Trogram: Its Impact on the Khmer Economy

A. Introductien: When-——ip respounse 1o a Cxibodian Covernment

recuest w—the U.§. resumed 1is economic @ssistance to Cambodia in 1971,
it believed that the best means to achieve stabilizacion was the provisicu
of imports. Thus, tne FY 1971 preogran consisted exclusively of PL 480
Tirle 1 commodities fimanced by the U.5. Department of Agriculture, and
the much larger Commedity Impert Program (¢1P). After the first year.
aesistance activities broadened in FY 1972 - 73 to include a cash grant,
a comtribution fo rke Exchange Support Fumd (itself largely for imports)
as well as a variety of refugee assistance projects. The CIF, however,
remaired by far the largest part of our activities, both in terms of
funcs and ficld personncl reguirements.’

Follewing is a listinp of all nom-project CIP grants for the

Y a

fo 4o 4 ' tow oy g . -
period covered by (his rejoris

Ameunt as Qriginal Final Termiunal

_Amended Signing late Disbursement Dolc
Lal2-K~501 $ 0,000,008 G3/02/7% 03/31/73
SLI-E-602 56,000,000 G3/3L/7L 12/31/75
LLR-F=B04 16,562,000 06/23/7¢ ' 12/31/75

AR 2e T 606 43,000, G 10/14/72 12/31475

LLiwI-610 71,600,040 QTj0T/73 12/31/75
L5 oY

G8/17/74 05/3L/76
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The Commodity Inpert Foogram rechnique bas been eeployed fer

meny vears in & wide voriety of conniries. It was not initially designed

to meet the problems of a2 war econcwy. The many pelicy and legisiative
onstraints governing the entire CAm mbodisz zid pregram, as well as the

recular restiicticns and procedures gener: ztly emploved worldwide fer

cormmodity imports, made it Very g:fficult to administer an effective

CIF pregram in CAmbocia. XMest significant in this regard were the

Congressidnzly-imposed personnel ceiling, which limited tho numbers of

positions which could be devoted to implementing and monitoxiag the

CIP, Using as = patterp, however, some of the expedited procedures

developed in conpecticn with the Vietanam comuodity import progranm,

AID/W and the Phuom Penh Mission managed to cvercome several serious

initial obstacles to effective ipplementation of the CIP. The innovaticns
»loved in the Camdedia CIF and discussed below may serve as useful

wodels for other Ald-finsnced Import programs.

5. CIPF Prouran besicn and the Maintenance of Living Standards:

As originally conceived, the purpose of the Cémbodia Commodity

Jmpoert Program was to offsel (ne . loss of resources ahd oxport revenues
rosulting from the war, by providing essential imports needed to sustiin
domestic preduction snd consumprion. Thus, the primary objective was to
suppert the war ecomemy. A by-product was the generation of limited
emounts uf counterpart in support of the Khmer Government's budget. (Early
in the program, A.I.D. decided that it would be best te attribute CIF cur-
rency generations (counterpart} vy that part of the budget which was abnozmally-;
swellen by the war, i.e., the military budget, a perfectly legitimate use
of sounterpart under the Foreign Assistence Act (raA) and a Araditional one

in supporiing assistunce count cries § At the onset of the program, the




emphasis was on

Fage 3
general licensing of capital egquipment, raw materials,

&

or domestic industries, plus consumer—Lype finished

; products.  Som cormodities were alse provided for improving the transporias
: tien infrastructure.
Tie continuing ercsicm of security in the countrvside resulted in
the ioss of agricultural productien and the periodic closure of vital linwe

of communication. +he factories were destroved, damaged, OY unable

to operate due to manpower shortages. Accordingly, the character of the CIF

was altered to respeond to new requirements. Starting in mid-1972, there was

.

iteh §

gradual sv from:gencral licensing o & more selective finanecing cf

covmodities and lopistic scrvices. Funding constraints accelerated this trexn

te the point where in the last one and 2 half years of the program, procurcnint

of pasoline and othey petroleum products, tramsportation of PL 480 rice. arnd

sbserbed alrmost $0 percent of all avatleble CIF TUrLE.

.
cther 1

=]

eeonemy.  In thw final year of the war, elmost one khalf of the friendly popula-
tiom were classified ss refupces. In order to help return refugees (o pro-
duerive srarus, the desipn of the CIP program was further modified iv arn
atzemut teo provide for the import of farm tools, tractors, fertilizers,
sesticides and seed grains. Refugee resettlement programs were beginning t2
achieve a degree of success until the finel phases of the war when they were

overgur by enumy f{orces.

TSI Wiy

used, with varying effect, as a counter~inflaticnary
program throwghout the war. It was rransférmed as required to correspond to
echanging %?ditien& and the reguirements ¢f the domestlc economy. There is 3
-guestion, however, a5 Lo whether the scope of the program was of sufficient size

o€

ffectively counter inflation during asd afrer the middle years, once many of
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the domestic factories had been destroyed and much of the -feeland Iost.
During this middle peried, there was a Tather rapid shift upward in the
rare of inflation - and it wasn't uotil the refugees had been resetilcd

an areas =nd a larce scale rice import program had potten underway Lot
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ceached a plateau of around 230 percent annuualily,
it steved at this level and did mot drop sigoificantly thereafter, dospite
the combined imputs of the CIP and ESE impert programs. Thus, while it
can be stated that the CIP program helped counter inflatien, it did not
(along with the ESF and PL 480 programs) provide an adequate level of real

resources o cifs

et coxpletely the shortfall in domestic production caused
by the destructien of the {actories and the less of ricelands. The verio
o aid dmport procrams clesriy did not match (1) the loss in dom restically pro. 2ied

recources caused by the wur, and (2) the extra resources reyulirements TS, Ling

frem the war. The result was a generel deterioration in the real stasdund i
liviny - which cotrributed v along with military weakness and growing offizial-

corruption, te the Cazbodiun Coversment's inability te continue to fend 0f <he . R

Ingurrection.
Tr would he diffizuln to estimate the level of real resources than

wae needed in the Cawbodlan context. Rough estimates of the decline in pes

curfral incowe during the wor years range from 20-60 percent. The decline

21sc need to be tphen in seveunt, as would the extra burden of maintaining un

arpy, which claimed from two-thirds te three-quorters of the national buaget.
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The impact on infiation of the level of CIP goods actually provided
was inhibited bv the techmical amd pelicy ceomstraints placed upen the
program by the agency itself. For example, an “Exchange List” was drawn
up te prohibit competitive imperts from non-U.5. sources (excluding eventually
the Code 941 countries). [his meant that for a time the import of certuin key
commedities was reserved for U.S. -source procurement. Tie higher cost
and leonger delivery times for these goods undoubtedly contributed to sewme
degres to the shorcage of real rescurces.

As poted earlier, mew CIP allocaticors as well as ESF contributions
were at varicus times utilized as leverspe in erder to induce CGKR reforms
or adjustoents on certain pelicy matters, such as exchange rate movements,
price changes, cte. Thus, the CIP wus utilized te eobtain two soretimes

cenflicting objectives — the provision of essential resources te countev in-

flation on the one hand and as an inducement for economic policy changes by

i

the OKR on the other. The first ebjective occasionzlly suffered as a
result of trying to achieve the second ene.

Despite the provision of essential imports under the aid program,
sovices deteriorotion in living standards did ocour ever the {ive-year
period of the war; however, the impact of the deterioration was widely

shared through the nechanisn of the exterded family systems 4

During the course of the war, th» bulk of tae families who had been

dispessessed of thelr land heldings and other forms of wealth by the in-
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syrgonis, wived o Phnom Funh gid She aageor Lowns whovre they were in
sary Cases teken in and supperted by relatives. This thmer tradition

A

mery of their sudden transition from procucer to refugee status.

A5 the war continued the productive base of the economy declined
il2tion under GRR control decreased by as much
Bly cre-third, of the prowar jevel {from 6.0 mil-

lion to 4.0-4.5 million), rice production declined by as much as sixty
percent of averzge prewar production (from 2.5 million to 1.0 million
BT, and industrizl preduction declined to some 4Q-45 percent of prewar

production. The greater proporiional decline in production compared to
copulation losses caused & real decline in production per capita, which
was only partially offset by aid-financed imports and the intensive

cultivetion of urban areas by refugees.

4 large proyurtion of the population was gradualiy forced to
scconiocate to @ lower real stendard of living than that to which it hed
horoe ancusteoned,  In omeny cases, this meant rather severe privaticn,
ard rotritione} suttenanct Lodow internaticral standurcs. £ odrpmgyegéry § -
eul s ey w00 BETL o1 Lhenstandard of Tivirg rioy tho long-tern
cexpsrlations foe toe hule or ne rural populaticn ever rose nuch above
cihrzisionge lewelr, ine Grop %n/ﬁving standards causcd by the war was

rejatively modes, and\iﬁhy wore able 1o adapt to it. By the end of the
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@ in sum, the CIP proprom in Chebodia was dmitislly structured to

crovide ™ essential imports at clese to prewar levels. Due to the

se war, the progrem consisted rainly of vice, POL, and
phatmaceutical imports. This shift in the compesition of aid was a key
facter enabling the populat ion to sustain itself in the face of drastic

decreases in domestic production.

sy L] I - hnd -~ - " - n'-v
€. The Initial §7C Million Crants: ThHe method ewpicyed by ALD/

to develop the initial aid reguirements presented to the Congress was
outlined earlier dn thiz poper. {870 million in FY 1971 and S110 million

aaa - P . ;. = + o . -
for FY 1972). The FY 1¢71 funds were buligated by means of two substanticlly

o different mechaonisms: (1} 2 rveimbursable agrecment, and (2} a regular CLP

~ Orang AS2-K=£01 (820,007,000 Rednbursaple Agrecement): In order to

¢ en the ceouomy, ALD entered into an agrecma:
“arch, 1971, woder which 520 miliion of imports gould be purchased on
busiv. This is to say impores financed by the
Fhmer Seovernment with irs own feoreign exchange during a specific period

1y set at 3/2/F1 thwough 3/31/71) were eligible for reimbursercut

D ALIWD. provided the commedicy itself was eligible for AlD-{imancing

and the provisions of AID Minimum Requirements Cemmodity Financing

Frovedure wore compiicd withi. By mesns of this reimbursenment




he slack of fimancing goods already
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wipeiire, but ordered under the country’s own import procedures,
a;ﬂﬁfszgﬁfég down the exhzustion ¢f the GKR's foreign exchange

reserve: 23 well as identifvinc the new AID essistance with commedities
“hat wgu%d,ﬁe arriving v i The comu%natxsn of the reipbursable

grant aoveenent with & follaw-on CIP agreement, signed in May of that

LIS PR

yiar, wes intended to restore foreign exchange holdings s -t raspactable

einirertevet and thercafier provide regular financing for new imports.
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racurement was Geoarsphic Code %41 (U.S

1
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wak
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[

srd other selected free countries). The eligibility of near-by less
developed corntries {(defined as those with no more than $1.00C per capita
ingome) 25 e scurce of procurement was irtended to reduce delivery lead

an opportunity Lo prowmpt replenishment of the
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Yhror Sovernment's foreign exchange reserves. [n practice, however,

W@y

»

soveral dmpedirents turfer.d cuickly and slowed doun dimplengntaticn.
Tne was that the GKR was recuired to make payment for the import in
the firet instance froo iis own dwindling reserves, and then weit for

ch the reserves after the ”OGGS had been received in

1]
i
e
etz
1

country, Tne Lambodians were undersiandanly reluctent to disburse their
swn foreign exchange without prior assurance that a given transaction
would subsequently be eligisie for reimbursement by ALD, Beceuse of
the rather long time lag between Carbodiz's payment to the supplier
s reirburserent {(after arrival and approval of
the reirbursement request}! --- {ambodia’s foreign exchange reserves
continued to fall.

- Pt SR APIE T

T eiruemrent this chstacle, an officer from AID/Washington

SERAEM care to Fhnom Penh in mid-1971 for the express purpose of

-
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condurtine neior reviews of preposad trensactions in order Lo give
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cos to the Government's irode organization.
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m the U.S., end defaulting by scme

foreigr suppliers who hed been awarded contlracls uider competitive

Thospsbiatwesiathzt terminal dates for shipment and submission

of documents for reirburserent originally set for 9/30/71 were

extendod severs) tires, up to 3/25/73 and 3/3V/73 respectively. Majar
cotecories of imporis Tinsnced under Grant GA42-K=E0T wers:
Ferrstieyn Froducis $ 9,326,600
Chemical Dlgments 1,121,200
Paper },934,050
Maohingry 1,980,000
EYH Selel ot 1,046,000
z2stic £2¢,00

925,000
8E0, 000

Afrer the oricr rveviow technigue was authorized, the importing

community 2l large was ouite happy with the direct re imbursement

el
np\‘

crocedure.  (nge or was obtaired from ALD, importers

{D

Or Gpnrova

ra¢ to concern therselves only with local irporting regulations with

il

ly cognizont, The main burden of compliance with
RID requlaticns was left te the Khmer Governwenc, namely SONEXIM, @
}-,s_,r/‘/

semi-public trading company ther from that t point on was the GKR's arm

fn inplementing the CIP.  (SONEXIM's strengths and weoknesses are




FPage 10
‘ encribed Lote S sl sectionm. Despite incvitable drawbacks,
Fvive a cuick boost to the

and other essential come-

cat peared itself teo the wer elfort.

rst irjectien of U.8, econonic assistance alse helped

the public and private sectorts to renew thedlr acquaintance (broken
jeacics of ALLLD.-financed procurement.

crhodia, & nunber ef specific AID requirements hod

te be waived by the Asency in erder te bring imports inte the country
en sn wreent basis before o repular CIP ceuld be established. As a
iy % PO o o P AT e Ay ey o B g I b i i g4 COmG 5

Tl ity SRS Lipee LIytef %O IlnRW D ner Lno s liles R Unlty

vere guite prapared for the procodur ;fcwmglicatauns irvelved in the

the second Gront Aureement on May 31, 1971,

eatered cnother iprovative phasc.

ef the agrevment in Phnewm Puenl, the decizicn

sivpren that the General Services Administration (GSA)

£

resvonsibility for procuring all commoditivg to

t.. This represented a major departure from the

tewentation uncer which privete impeorters dealt
Alehoesh GSA abhd been invelved theough the yeors

bulk commodities, it was the

£,
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had mo cxoerience with AID-finmurcing since 1963, and alzost no

Tamilioriey with U.5. sources of supply (in 1970, only 3 percent of Carbodua

v

3 o s gz s e o B g
FEI el Ak whil RN 6 € SRR AL S o ¢4

s

ted States).

= awa

3. Niv resently had the now goversment sutherized private dmporters tg

procure imporss zlbeir under the contrel of @ state—run orpanization

Fi am £ m - ~ . P - o g .,"’ P £ ope 3
L. AYIDSY deeved ir immoriont te aveld some problems which had ariser

expeilence. Yrocurement has always been @ favorite
rarget for cglilusion. It wos felr that use of the G3A channel would brunk

the normel cormercial rolationship between imporier ¢

pi

nd celler, thus

o

minimizing the potenzial for irregularities. Also, it scemed that otherwisc
we would have to cumploy too many people in Campodia and Washington in order

ro nmoeniter Lhe program.
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| 5. The “ipw profiie” pelicy that govermed the U.b. presence in Lam-
|

3

l bodia. with respect o veenosic assistance, im May 1971, there were
E

i culy fivtoeon positicons sutherizec for ALD persepnel attached te the

Foememic Sectieon of the Exbassy, of which [our were vacant and the
soumbent of ope other had oot ves arrived at pest. Mereover, in the

corTedity uanagenent division, the only onc where CIF expertise wis

ey

v avaiizble, four rirns were authorized and tweo were va-

i
&
73]
e

CED .
| e #0 ?:3’ R R .
ALZ-wE ‘e:éﬁ~fztrrtﬁgj§€}se at the time, rselefse il ik
PRI i The basic concept of GS54s iavolvement wes cx-
tensively discussed in inter-sgency sectlngs o April and May 187L.

in develoving the pystes under which G54 was Lo handie the program,
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1}. PA/PES dssued by ALD, Eest Asia Bureau, would be the

aythorizing docureni as the basis for procurement.

2. 6S&'s procurenent sia®v would perform the purchase

required Trom AID {such as proprietary purchase)
33, In erecuting the procurcrent function, GSA made it

clear tnal it must contrel the purchzse function, particulariy

awsrds, but would conly with any special AID requirement.

w

4j. Commoditics would receisve ingpection and/or test
services ecual to recular 384 procucement activitizs plus eny

special A1 roguirgments.
61,  Suppliers would be responsible for the export and ship-
ping function. Although GSA is capable of parforming ihis function,

Cocurentotion requirements it was desmed advizeble

thst the susplier be chzrged with the responsibility.

e o

N wim ok D B sEn 2 e g i i . 4 I R
5 its credit, 554 took inmediate steps to strenglhen its Speciad

(93]

Programs Division in tne Cffice ¢f Progurerent in order to give the
highest priority feasible to £1F requirements. Two GSA of ficicls were

r -

designated to visit Cambocis and coordinate tne in tial phase of the

eregram.  Following the signing of the agrecient, the first order of

the day Sor the figld staff was to obtein carnliance by the Khmer
Goverroent with prior conditions to grant fnplementation, and to

develop @ couprehensive step-by-step inport precedure which was

followed by orientation sessi&ns with SOUEXIM, the Chamber of Commerce,
ang private imperiers,  [U was not unt it the middle of August that

e
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inporters had all in

ermation they seeded Lo decide inteiligently

o

U



wicther it mi

import application of
ined value of

1971,

gk,
LB

for a comb

-

v September 1,

ie

re forwarded teo AIB/Washisgton of
nt was sivned.  Viewed
from the field, this waz a substantial achievement given the major
¢changze inm procurenent method frem Grant 601 te Grant €07, How=
ever, some reservations had already been veoiced 1In AID/Washington
aboul the conce of €IP procvrement through CSA.  As importers stay-
- &4 . -z s - S . eysrere T T L . iy M
ted te file appiicaticns, vumoers fed by suppilers’ apents bogon to
civrulave in Phnen Penbh that ULS.-s0u syrictions and GSA pro-
rement wmipht be reloncd in favor of procurement from Code 941
countries. These rumers did ceuse isporters to delay thelr orders
v soticipation of meore [lexibility.
Maier probloms that plagued the initiel igplementation of
Crant BU2 undey the ALD/CHS concept for the private sector werd as
P B
F DA% . {
: T |
. . i :
1. it wae-fresuentter GBA g,-ﬂawc difficulties in identifying pro~
in the preforme invoelces submiuvtoed by importers.

suppliers referred only to model

Y eS.

numby rhers to nroftocted formula pumbers, needed by G5A for com-
werce used to buying recognized brond names
sylvania light bulbs,

mbomers wantod, (e.g., they want ed
;ile strength

hulbs wich 2 life of 400 hours and a8 ten

50 watt
ro buy from the lowest bidder who met the specifica-

not clear
ency waiver could

S 4 S .

of .32}, G848 had ¢

iada?ﬁdﬁﬂw“ulwﬂﬂw¥ nemotTTONYTTY, #iless o sole
ihe clussic case was textile importers wies

e R . 2 N
£ be juﬁtifivc and oblititivey
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ICom il _ciorh, ——Immeriars weare used

te secing and feel-
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2z In AlDfVWashingtom, authority for CIP implementatieon too diffuse:
s * -
it tovk two woeks of processicg in AID before the PA/PR reached GsA.
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3j. For their pari. Rhoay Iaporiors snd/or manui o Lurer's

representatives were unhappy to provide prorormd invoices which were

nothing more than requests for gquotaticns and stood 1ittle change of
. . ¢
being honored by GSA.
AN Under GSA's price consuliation policy, the importer had

no advance assurance that ho would be recciving what he had ordered.

5). Under Federzal Regulations, pricing and vendor's nane
could not be divuiued by GSA to thivd pardies (¢.g.. SOREXRIN or private
jmporter) prior tc the award of a puichesa contract.

6). Consultation between GSA onc SCIEXLY was sermissible prior

to the award only when the cost of the proposed contract exceeded the
estimated price of the PA/PR Applicaticn Uy move lhin 18 porcent.
7). The lack of advance knowlsdge of price and celivery terms

made it difficult for the imperter to program iuture sales.

gY. On the whole, U.S. suppliers/exportors weres not interested

in small velue orders. A panufacturer's represcnidiive in Fhnom Penh

-~

pmund
4o

would have been able 10 consc

tdate scveral small orders.  GSA could

not.

g}.  The inebility of SCGREALN Lo secur” coeurats vewean Treight
costs for the purpose of calculating larded <o’ g frojont cost
was to be paid by the impovier when the G3A Ciniraco, i cormercial

tray 1972 when the rule was eslablished
shat the GSA contract set 2 maximum value for ocean Cosls, the supplier

savoiced for aoiual charges, but payment was made only up to the GSA-set

o0 TN,




316/, There were mumcrous delavs in receiving stipping and commer—

cial decumenis which supplicers had been instructed by G54 te mail

Siveoetly o the Rhmer coomercial banks ond SONEXIM.

fiscsatisfaction with the svstem can be summed up

Lest by the fact that they ticd-up capital for several months with-

Corrective measures were applied by ALD to encourage private
importers to wmake faster use of grant funds. in early Hovember 1971,

1ion {or half of Crant 6J2) was authorized for
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procurenent from Code %41 countries. Of this amount, $Y millicon was

enrmarked for bulk couwmodities te be procured through GE8A in sald coun-

pranticnl. Progurenent fyem the U.S. through CSA by private importers
¢3¢ pickeup mementum in the following months.

ALRSY decidod in the spring of 1972 to review the entire GSA
sreocedure for (1Y implementation. A review ¢f public sector procure-
that ©SA was perfoectly suited to bandle this Cype of
progurelent {(where AlD techniclans in the Fwbassy could belp write
specificarions) and did ir fact perform a Liphly commendable job in
srocuring $12 million worth of public works equipment and other mater-
jal (nolwing cosmudities for upgrading the Port of Phnom Penh; for
improving Pochentong and other sirports® pencrators to raplace or
expund capacities of tiw tlectricite du Cunbodge power compuny; feor

rrapsmitters for radio stations; and for portable bridees and bridping

miterial to replace wor-damayped SLrUCLUYCs, )
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In the private sector, however, All/washington decided that the
proebiems cutliined above were so great an obstacle to efficient utilti-

zation of the CIP that henceforth AID would seek cther arrangements

- for handling imports destined for private use. Accordingly, in April

372 (after privete sector procurement by GSA had reached & total of

atified the Ehmer Soverrmment that the services of
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exreriment in Cembodic demonstrated that GSA is not a
suizable vehiclie for procuresent in & conmercial import progran where
girect rejetionship between privete commercial suppliers and private
cormmercial importers is of the essence. In retrospect, it would seem that
the surveillance prodlems which had been gncountered in our Vietnam CIP
experience weighted too heavily in the decision to use GSA as the intended
means 10 insylate the Cambodian importer from the American supplier.
ytilizing G5A did indeed minimize risks of capital flight, falsification of
invoice notations ¢on cuality and price, and the imyortation of commadities
of cuestionzble viility or precticality. Such an dQDFOuCh however, was
hound te run on e collision course with the immediate purpose of the
Cambodia CIP, to wit: support of the war economy with needed imports.
Problems encountered in using GSA to implement the CIP frustrated the

attainment of these primery objectives. Qther means neceded to be, and

woere, foune theresfter to protect the integrity of the CIP without sacrificing

7.0 #
rapid gtitization{ ace (L P c{ﬁu “J"J"d b gt i bl tw, O Cracd

L', ’I'é‘/?}o
The ylitimate utilization of the $50 million grant was as follows:
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2. US Freocuresment roa—G5A
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Privote Sector § bewr million

3. Cecée 341 Procurement non-GHi
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Perroleum Products $ Eﬁa m;llxon
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Signed June 25, 1972, this grant anounted to only §Ll6.5 milli@n/‘
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ehe vtilizaticon of funds wnder the pr-vicus grant.
Df the toral scount, over balf was subebligsted for general commodi-
ries ($5.7 miliien). The balance went for petroleum products {($6.5

=i33ien), fertilizer (58.9 millien), and transportation costs for PL

o
15’“

¢ whipments (3C0.4 million).

e throuph the cash barter/letter of
a device that protects the U.S. bal-
firaneciny of offshore procucenent.

works as fellows: upon recedpt of a




..m..‘

from the Khvor Govermuent, AID fturns grant Tuoos asot i i
Commodity Credit Corporation through the issuance of & PA/PN.

C.C.C. releases agricultyral commodities to @ private contractor who
agrees in return to meke dollors aveilabie to ATD frv the procuroment
of petroleus procucts outside the U.S., and is then oo ta sell the
aariculturel commodities to the foreign buyer of his chotce. In the
end, expori revenues from sgriculturad commodities offset the dellar

oy M RV o O e T . S
cutflos for HEITS I CUEn LICQULLs.

GRANT 442-%-605

The Grent Agrecrent signed Qctober 14, 1972, for £20 million, was

3 A e DAL w239 D . [ R T g P & P
fncreased to 148 million on Fobruzry 27, 1907 Lith this crant, thore

was @ definite trend away from & stendard conmercial import program
towards logistic support and selective firanging of gesential
commodities. ror itlustrative purposes, Tunds were subobligated as

follouws:
. i S
General Cornddities $i4,£00,000
§ Pttt &
Petroleur Products F 0888040
. 3145 [P

k Cormodities b U

oy
wotd

U

ard

ha

=iy

Rige 18,404,000
PL 480

:’-ﬂ

¢
Transportation 2,800,000
USAF Rice

‘»

Airiite 350,000
Trazpsportation costs Tor rice shipments Included ccean froigkt from

the 8.5, a5 w

[t

11 as trensshipnent costs in Singapore or Saigon and
onward movement to Phraom Penbh on coaster vessels via the Mckong River.

The purchase of Thai rice in the suizer of 1972 under a Presidential

Waiver of Scetieﬁj;;m;;wiaaf Lthe Foreign Assistance Act signaled the
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first major deciine in A FIU PN Erder eantaeds b tiol
& % !
increasing inability of governrent trocps 1o protoct farmiand ond

villagers.

ax

This Grant wes sigred July 7, 1972, for $12.% willion, and incrcased
to $71.6 million on Lpril €, 1974, OF this total amount, allocaticus

E

to the privaie sector for general feporis wove 51101 willion from ihe

million wes aYlocated as follows:

Petroleun rroducls $20,000,000
Rice Transportstion ’ 36,400,070
Transportaticon Costs ” 1.000,00

{exzluding rice)
Project Conmodities 600,000

Public Secior 200,000
- {Constructiue i
ate

bridce ma

=
%
£
LA
trily
3

r‘:aygi }dl U
o F - :M L}
fﬂn £42-7-617 - T
This Grast Agrecvent, the lest one under the o -ooioont Goubodia

progran, nas signed September 17, %§Z}* for $5.0 =iiY.ion. It was
subseguently  increased up te $62.9 millicn and then riuged to 547.1
millisn upon termiration of the U.S. presence in Cermediz.  fmounts

subehlicared for specific purposes are rounded up < Tullcuws:

Private Lormercial Procurenent 2.1
Pertroleuyn Products 7.9
4.5. Rice Transporfation 9.5

Rice apd POL Aidrlift Costs 11.3

§

f:,;




Gther Transportation Costs 07
Fraject Conmodifies 0.0%
Excess Costs VN Kice Loan g.9

termination of the program for settlement costs with suppliers,

storage costs of vested carge outside of Campodia, and late billings

From April 1972 when CSA's role was drastically curtailed, that
|
nvolving private commercial procurement was !
conducted under the normal procedure of ALD Regulation I. This is not _zw
s
to szy thet from that peint on, implesentation procseded smoocthly and
speedily. For onme thing, CIP funds were not the sole source of finan~

Y

cing available te privaee isporters. The latter, as carly as 1972

cowld urilize financing made gvaileble under the Exchange Support

vre LESF) (disevssed elseshere in this report), which replenished the

sign exchange rescrves through yearly grane
congriburions by & group of donor countries lead by the U.8. and Japan.
In the first year of the EST, the simplicity and directness of progew
Sures svailable to importers wishing o ifmpore almort any kind of goods
snder the ESF, the absence of zny sigrificant restricrion and/or govern~
pontal intermedicrics wer: sll focrors that served to underline and even
accentuute the inherent complexisy of the CIP.  One wajor problem for
¢l mrivete Inpoerter was o Jererpige what conmodit,os were or were not
ciipgivle for AlD-fipancing. Teo illustrate:

- Magt elipible items in AID Schedule B were eligible for pro-

gurenent.




svrups, molasses, 5§ sential

43

keep local production golng, ©.-5es SURSTS,

oils for the soft drink industry, and ball peint pen cartridges for a

igeal essembly plant.

~ Certain eligible items were declared ineligible in the case of
shodia because ALD regulations regardiug their use could not be im~
plemented, {e.g., synthetic erganie chemicals) or there was a risk of

diverzien teo wafriemdly end-users, {(e.g.. medicinal and pharwaceutical

presucts).

- Procurement of some itews such as iron and steel, trucks and

soxtiles was restrieed te U.S. sources 38 4 result of domestic U.S.

- & pumber of iters wore reserved for fipancing undev the CIP

finuncing, meaning the ESF,
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vp ro mid-i%74, the need was strongly felr to stimulate demand

for C1F fusds by providing ivcentives to porential importers whe pther-

3¢ have preferred to go rhe ESF routo, which involves less
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voverictions, wore faniliar [nport SOUECCs, shorter distances, etc.
“hig was accomplished by setting 8 preferential rate of exchange for
Ali=financed progurement from ULD, sources, and by manipulating the
counterpatt advance deponit requirement according to the availabilicy

of and dewend for CIF fwady.  The fact that & partial deposit was




of the impert applicatien was in itsclf an incentive
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of receipt of the
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nt was moedilied

the time of approval by SULERNLM

not available

yo 1007 advance deposit was mandatory.

rogram the advence depesit was 3 of tlie
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to 107 on approval of
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o % = - PR, -
vic suppori, Lnd the adwvan

countered in

.@»

cae fuplerent

roewch

. - s .
PR S .
For imnstouge, L Lo LiTsL
p
P
ik ;"‘rfg— LEY
T Fawe e S
to wus IR fonds coni.ict o

n. & ~ Y W
eproyrace fmperts. On the

E T _— . s AN B SR 4 - -
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couraze imports of no

and profit margins decreed
logal pre

ported dry-cell Butteries wersus 3 opereent on local sanufacture,

reduetion, €.f., U
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n-ousential

wee deposit roquivemint was get at 100 per-

the recormendation of the USAID Micsion.

ter, conprehension of the many probless en-

seiop of the CIF, it is oecescary to

in - asnects of the Cambodia econowy.

fonw years of the US sresence the rressyre

itg_%egree these funds were wyed fo dmport Consumption s

ith the avowsd objective of pULting
stic preduction and

other hand, the unrealistically low rate

-

pericd uen-
goods, Additieonally, low prices
by the poevernment tended ro discourage

percent profit margin authorized on im-




Custozs duties werce also unrcalistic, uetilily so high as te dis-
courane capital imvesizont {c.0., industr’ -1 equipmont, Taw
sateriale) and enceurage illegal dmpr Ts (CoB-» textiles) from

neirkbering countrias exjoying a Iogwer Juby struclure.

The timing and megnitude of CIP fund cormitments by the USALD was

€3
M
Fxp
3%
’ﬂ

rmined largely by a) the needs of the ecenomy for CIP-financed
giods, by the degree to which the program wes used as a negotiating
imetrurent to schieve certain desired policy adjustments, and ¢} the
availability of funds appropriated by the U.S. Congress.

Urtil the last momths of the war, the Congressional appropriation

of CIiP funds for Lembodia was rozsonably consistent with the amounts

reguested, zlthouch, in terms of timing, the funding grants normally

leceed behind requiresents. If there were shortfalls in the amounts

%1

of furds needed, these were move often than not the consequence of
rérrestieations on the requirevents side than @ matter of appropriations.

» v s 5 5w - 4, - o vty i
At the same tine, it can b osaig that funcing recuests were generdily

Recardiag the lost facior, in almost every year of the program,

oeolonged delays i Congressional appropriations heightened importer
speculation and put uncye STrEsses on the exchange rate and other

rarkers. Moreower, the publicity that attended Congressional review
of the Carbodia aid prograw, specifically the obvious lack of whole-
boneted suoport for the program, lenges 10 redyce the authority of the
A1D representatives in Cambodia, and appreciably reduced the potential
for using the ClP as & leverdge device. Both would probably have been

considerably ennanced had "no year™ funds been granted,




Sernuse of the dependence on Congressional actiom, but alsc as
2 result of the way in whesh the pregram had te necessarily be managed,
ram became a very Tlumpy” aid fastrument. Funds were not

menptally - but were normally made available on &
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“blocy” basis. Consequentiy, there were instances when specific reforms
{suck ez 7R devaluation) had te be postponed because of & lack oi
firnncial "puscle” to induce the GRR to carry them out. Conversely,

N L

t th cires when the “blecrs” of funds were available, the negetiations

i
[
"
o]

cver referss beeame acutelv "intense” and tended te erode the goed will
eneentisl to a2 depor-recipicicnt relatdienzhip. This “bunching up” of
cconomic reforn reguiretents engendered potential pelitical pressures
howh among the civilisn population and the military forces. MNeeded
reforms had pe be ameliorsted secordingly. A more evenly dispersed

14 have contributed significently to less dramatic but

probably nore offcetive reform "packages.”

The "luepiness” characioeristic alse could be applied to the CIP

L3

Cepogit yeguiresmepts lovies. Distincrions among cormoditicos were not

baosed primerily on obiettive criteria such as "osgentiality” or “demand."

Rather, they were more citen imposed as substitrute for exchange reform,
or in response to o lock of credit controls, or in order to augment
counterpart funds for budget Support purposcs. In addition to the lack
of Jiserimination cpong corwoditics, the depesit requirements were

raised or lowered in “jumps® - like from 100 per cent to 200 per cent,

or from 100 per cent to zero. More gradual adjustments would have
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Facilitated the workings of the CIP import market; atthough it should
he recoanized that the "jusps” were often necessitated because of the
lack of adeguate leverage to get timely adjustments executed. In this
recard, the sorewhel “erratic’ application of depesit requirements was
a consecuence of the "lumpiness” of fund availabilities.

E. SORzXIN

i word needs to be said about SOREXIM, the state-controlled trad-
ing corpany responsible for the CIP and PL 480 Title I program. It has
been elleged and printed in rews media that SONEXIM was corrupt, that
its President-Director enriched nimself through his associetion with
084 angd so forth. Hot one of these grave accusations was ever sub-
gtantiasted to ocur knowledge by either the accusers themselves of the various
audit teams responsible for monitoring the whole preograc

*

1+ i¢ certain, however, that under the pre-war Sihanouk regime
genrilM enioyed ¢ tetal monopoly on 2ll phases of Cambodia's import/
export trade, and derived enorogus profits from it. As an example,
follewing the custon of the day, SONEXIM was able in December 1969 to
sresent a U.S. 31 million check to the Heac of State as a political

gesiure in support of the ¢2 Jjernment's welfare activities.

The main weakness of SCNIAIM in the USAID Mission’s view was that

]
%
i
Lgs]
why
sty
ey
£
oty
s
L&)
La
£
s
%,
b

integrity were too heavily deperdent on the person
Srector. With minimal managerial talent available

in the lower layers of the organization, 11 was difficult 1f not
impossible for the top executive to exercise tight supervision over the
gerforrance of more than 300 employees. Without question, those members

£ the SONEXIM's staff in a position to do 50 were not adverse to
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obliging private importers by expediting the processing of import

license applications in return for a *emall fee". Much of the same
was taking place in the re-sale by SONEXIM of certain rationed items
sych as bags of cewent. Fre—einote-sericus—incidentTtha T Cane To

-

the.attenticn of .the USALD staff involved the local printing and

L)

distribution ¢f school notebooks in i 74 for which the raw paper had
bosn AID-financed and imported by SONEXIM for its own acceunt.  In
this particuler case, which did not concern AID directly, & substantial
curber of finished motebooks ended up in the market pizce instead of
she schools with the connivance of not only SGHEXIM's employees but
aiso local printers ard school teachers,

Representatives of the USAID Mission were active participants in
211 important meetings involving CIP jmplementation such as the Ad Hoc
{ormission for the allocetion of AID funds o individual importers and/
or end users, and the Awerd Committee Tor surchase contracts under

-

cempetitive bidding. From such vantage points, the Mission was often

purgoses. The clese working relationship that prevailed from early
1877 through mig-1%74 betwees the USAID Commodity Management staff and
+he highly competent President-Directior of SONEXIM was in fact
instrumental mot only in speeding-up CIF implementatien but also in
keeping down corruptive practices at SONEXIN within the realm of the
setty extortion @ademic in Southezst Asia. Ruoors against SONEXIN
were fed mainly by twe separate groups in Cambodia.

Ong one hand, private importers were resentfful of SONEXIM playing
the role of @ proker and tacking a seryice charge on top of other

administrative fees. This was their motivation for attempting to

RS
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dizcredit SONEXIM., The Mission was sympathetic to the inporters’

complaint that SURLXIF': cervice charge was an unjust peralty. USALU

recommended to the Khaer Government as eariy as April, 1972, that

+he charges imposed by SONEXIM on CIP transactions be ébalished since

+he Functions performed by SONEXIM were of the type normally performed

by vecipient governmenis and as such ought to be financed through the

national budget. tnforturately, the Khmer Government never got around

to enaciing necessary legislation to implement this recommendatien.
While SOUEXIN may not have been the jdeal vehicle to carry oul

the CIP implementation, there appear to have been no viable alternatives

crotect the U.S. interests. .

»
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Jespite delays and obstacles encountered in the implementation

pit

phase of the progranm, the Cambodia CIP stands out as the instrument
that for four years supporied the ailing economy of this war-torn

10-financing of raw materials, spere parts, equipment,

i v

country. The
rachinery, censtruction saterial, and selected consumer's goods at a
relatively hich level had & TWo-prong stabilizing effect. It provided
additignal resources to help meet dorestic demand. ‘ Due to the extremcly
low level ¢f foreign exchange reserves and Canbodia's inability to
increase export earnings, the eConony could not of itself have provided
rhese additicnal resources. adcitionally, the contributions to budget
suppor: of the counterpart generated from the sale of AlD-financed
smeores oovisted the need for & cormensurate level of central bank
borrowings, and forsstailed the inflationary effects of such borrowings.

From an cperational point of view, the lessons of the Cambodia CIP
are not peculiar to Lot cowntry. Indeed they have applications in

.3

almost all otner countries wheee 410 runs this type of program.
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Zriefly, it cen be s2id that oo freguent procedural changes
4if¥ficult for 211 parties to settle down Lo an established
trede pattern, When a new relaticnship is being established between
two covernments, detaiied srolementation cught to be agreed in advence.
1r is ervonegus, even dangerous, to assume that a given host govern-
cent will sutormatically fall in step with AID procurement rules and

regulations. Representsiives of the operztional branches of the Agency,
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to ipin and participate sctively in macro-discussions affecting the
orientation of 2 future program prior to the finalization of agreements
which lock in particular mechanisms and operating procedures. Otherwise,

tgnificence of crucial details will be over-
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leoked during the planning phase, and the subscquent implementation will

ndered more difficuitc.
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Afper fiou, petrelicum was the most vital commodity financed

rt the mconony of Cambedia during the war years. In

the afrermath of the Ccotober 1673 Middie Hast War, repercussions from

rhe worldwide enmergy crisis were zcutely felt in cambodia for a number

to enforce a price

et L, £ et 4
the following

evelved from £¥ 19

. the war situation, the dependence on the Hekong
funding constraints, and the governument's reluctance

rationing systed.

vipree tables setve tO illustrate the situastion as it

77 re O¥ 1875. Note that ome cubic weter equals 264

1. Cambodia ?mjprtgtirn{ggﬁyumution of 211 Civiliap Petroleum Products
Calendsr Yesr Cubic Meters Us§(million)
1972 260,800 9.6
1873 245,000 10.0
1974 186,550 19.0
1973 156,200 17.5
{(Projected}
17, fan baily Comsusption (cubic meters) of altl
1972 1873 1974 1975 (Projected)
732 672 510 406
% Reduction .9 32,0 25.5
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Sere 31

Iv Quotas (cublic meters) for all

e ilI.

Previous Hov. 73 Apr. 76 Aug. 74 Jan. 75  Feb. 75

520 507 464 £45 206 163

The petreoleun preducts used by the civilian sector were: wolor
gascline (M0}, kercsene (KO}, automotive diesel oil (ADO), industrial

ciesel oil (ID0}, fuel oil (F0)}, and aviation fuels.

L by ALD was done through the Cash Barter/Letter
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deseribed earlier in this report. Procurement

vas initiated and carried our by stare-owned TELA KEMER which had the
monepely for imports but mnet for distribution. The latter was handled
by SHLLL, ESS0, CALTIN, and TELA KHMER. In effect, the local oil com~

' panies were buying from the Kimer CGovenrment petroleum products sold

to the lavrer by the parent companies.

A £all for bids was issued once a year by the TELA KHMER calling
for a delivery schedule running from June to May of the following year.
'ié review all offers reeeived in
order to estublish the lowest CIF bidders on the busis of FOB foreign
supply peirts prices plus freight rates. nce tentative awards were
nade by TELa, they reguired approval by the Khmer Ministry of Commerce
as well as by Alb/Weshington. Deliveries to Cawmbodia took three dif-
ferent forms.  For the Phnos Penl area, supplics were shipped by small

renker vessels via the Mekong River., The Battambang region recelived

its supply frowm Thailand by road. Fimally, for the three Maritime Pro-

:‘ vinces tanker vesgsels called at the pory of Kompong Som. All tanker
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vensels were chartered by TELA KHEER.

The Thmeom Penh ¢ivilian storage capacity was 33,150 cubic meters,

after the enemy destruction in late 1971 of one third of the main fuel

+o the three private oil cempanies, 5,700 cm on five storage barges

and one disabled tasker vessel, 3,420 cm =t the twe city power plants.

Kompeng Som was the site of the only petroleum refinery in the
country vhere before the wal 23 tanks provided 100,000 cm of storage

space. dowever, mest of the installocions were severely damaged by an

871, and afterwards all remaining facilities were put
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. iy wothball. The only svaileble storage capacity during the war was at
the wore sad censisted of 25 reilroad tanker cars for a total of only

1,500 ¢nm.  In Battombang, there were no storage facilities per se. Mot

3

i

2
£
£
0
fl
%
"
2
3
o
w
i
%
i
"
o,
4
:

petroleunm produ . 55 zallon drums.

Disrribution to fhe civil secror was regulated by twe Committevs,

Py

cre for aviation fuel, tho other for all ather products. A USALID rce-
resentative agrended the weekly meetings of hoth Conmittecs. His rele

wos to provide sévice and puidance in marters of procurement, and to

recompend measures to Rewp consumption in check.

In the areva ol pregurosent, & very serious supply problem develepod
in late 1973 when suppliecrs advised TELA KHMES they would not be able to
oep up with the agreed delivery schedule for the first {ive months of

CY 1975, The shortfall for February through May 1970 was projected at

R

A
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35,400 cubic melers. CSALD had te request cme assistance of pAV/Saigon
which had been very successiul in negotiating DPOL precurement on behalf
of AEVY ang TANK. In view of the relatively modest quantities invelved

the civilian shertfall, products available to DAD/Suigen were sold teo

bds
¥
T

Carbodia beginning in March 197&, to supplenent amounts precuraed by TELA
gpuviE frosm regular coumercial sources. The PA/PR method was used to
ransfer AID funds to the appropriate DOD organization for the reim-

bursenent of products procule ed by DAO/Saigon on behalf of TELA KHMFER.

[T S

At USAID's ieeersroeien, the Khmer Covermment began in late 1973
o toke measures te limit civilisn consumpticn of petroleum products.
A rationing systen based on the issuance of gasoline coupons became

-

£u1ly fmplemented LY =fd-1974, However, theo system wias only partially

e

¥

successiul becagse private cetetrobilists bad to present 4 currently

valid moter wehicle registration card in order ro obtaim gasoline coupons.
Too many sutomobile owners had ‘ziled to remew their registration over
the yesrs. Rather than pay & subsupmtial fine to have tie registration

hrouphl up To Sate, LLeSE persons found it more advanisgeous to mect

their requirements with military gaseline sold extensively on the black

with respect to diesel cil and fuel 0il, the biggest consumars
wore the utilicy cempanies, ~roducing electricity and water. For too
lony the poversment kept the utility rates artificially low as o matter
of polirical expedicmcy. It was wet sntil late 19746 that USAID finally
suceesdued i pressuring the povernment to adjust rutes Lo d realistic

jevel, The absence of cuf ficient revenues meant that the utility com=~

e
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pavics were unable to meet their financial oblizations vis a vis the

goverynent and supplier TRLA FNER. The latter was compeiled to ex-
rend credit to the cosmpanics indefimitely, and thus was “aca?able of

paving taxes on petreleoum producls to the povernment, which in turn
suffered 2 sericus less of revenues. This chaotic situation was fio-

allv brought into check in Februsvy 1975 when the goveroment agreed to

dounle the rates for clectricity and water.

The jeint efferts of USAID and the Khmer government to control
consunption of aviation fuels by domestic airlines were on the whole
quite successful. For ome thing, importaticn and distribution of all
aviztion fuels were handled by SHELL whi;ﬁ was able to pass on to con—
sumers any increase in pested FOB prices without having to wait inde-
imirely for povernment apprevel. Starting in rid-1974 USALID contered
inre 3 service contract with SOCIETE GEREHALE DE SURVEILLANCE {8CS),
an imternationally reputable surveying firm, for the purpose of mon~
fuel consumption as wull as type of cargo airfreighted
vo and from Phmos Penh., The eobject was to pinpoint eycess fucl usage
by 2 given airline, and to insure that essential commodities were frans-—

ported DY Lthe comestlic Carriirs.

In acdirion, irn Qetober 1974, USAID sent for American avaiation

experts stationed in Saigen (o help ir estsblishing an equitable aviation

{uel allocation systes: to be ieplemented by the Khowr Covernment's Avgas
Cowmitree. Fuel allocations were based on type of aircraft, estimated
fiying time betwyeen major peints within the Khmer Republic, plus a 15%

solvrance ever U.S. Stendard iourly Avgas Usage Rate to compensate for

T g E S e
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crevailing wartine conditions (above noermal

lime befoce landing, stoop descents and ascents, etd.). The system

thoush excess censumption as reported by S5 was

Military personael wore responsible for the security of airfields
and 2ireraft betwcen the hours ef 5:30 p.m. and ¢:00 a.m. when ne civilicns
woere allowed to romain 2t er Lo COUCT airfieids. It was a well known

fact that fucl was systematicslly siphoned from aircrafe by the very

persenncl in Charge of security. It was alse believed

énr  some siriincs made unreported and/or unauthorized trips or stops.

The findings of 5GF o excess consumption by parcicular airlines
s1y Peporied by USATD te the Avgas Cormittee which in turn re-

WA ad ks

furnish o detailed written explanation. USALD

.

fullowed-up each case, and when warranted by inadequute justifications
vioe Yepresentailon Lo the sovermpwent at the pinisterial level.
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Iv. ECONGMIC POLICY

A Qiscussion of Cambodian economic policy must ggﬁfznréa,
touch on rany subjects, including exchange rate policy. the GKR
budget. and the role of the International Monetary Fund {both
jnstitutioneily end through the on-the-spot advice of its resident
representatives). The "low-profile” policy of the United States
in Cerbodis is elso en important element in such discusions as  is

» gf the U.S. Commodity Import Pro-

-SRI
th? Nt‘g:‘ﬁbk—
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grem end refugee relief and resettlement prograps, discussed
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This section of the Report attempts,to summarize some key

S
'y

aspects of GHR foreign exchange and budget policy, and the attempls

of both the USG and the International Mongtary Fund to influence
thew, Feyother views on this subject, the reader is invited to the
. ‘ N Lersi & dda o f"&“'y
Annex 1o this Repori, which inciudes an zlyses on thoese-subiecks
-
written at AlD's recuest by & staff economist for the U.S. Instifute
for Defense Analyses (a private non-profit organization} and by Mr.

ke Taine Lim, & former GKR Hinister of Econowy, Finance, and Plans.

A. iExchenge Rare Policy - Chapter II of this Report discussed the

g Pent in early 1977 which resulted in the
firct US-GER economic aid agreements. Prior to these negotiations,
the Department of State and AlD/uUashington conducted a number of

cable exchanges with the Rrerican Embassy in Phrom Penh in which our
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proposed economic stance wes worked out. Both Washington and the
Exbassy essumed thet Cambedie would most probably soon be facing
z sicnificant rate of infietion. This assumplion was based on {a}
gn erticipated loss of revenues due to the expected sharp decreases
in exports; (b} a GRR reluctance to adept @ rezlistic exchange rale
in a timely manner - ber - se of the (ambodian's conservative fiscal
ard monetary policies and because the rate had been relatively stable
for some time:; erd {c} & probable nesd, as @ result of {a) and {b)
above to impose some form of import controis since the demand for
jmports brought about in part by en overvelued exchange rate would
excoed the limited availabiiities of foreign exchenge. The USG also
anticipated that, in the ebsence of a Fe;T;StIC rate, imports would
hecose relatively cheap and that the importing community could be
the seneficiary of windfell profits.

For these cnd & nusser of other reasons (including a desire
far the GKR to raximize counterpart generations from AlD-financed
imports to help reduce Goversment budget deficits), there was com-

nlete agreement between Washingion and the Embassy that a realistic

{:L

unit

™y
HE

. flexible exchange rate was essential if our aid program

5
e

Ty
was to be effective. Consequently, in our proposed negotiations,
with the GKR, the consensus of opinion was thet we should (1) urge
the Carhodians to adopt @ single exchange rate applicable for all
Cambodian export transactions and for ell imports, certainly all

those financed py the USG and other aid donors, and (2} that the

system for seiiing the rate Le as flexible and as automatic as possi~

ble 1o allow for a realistic reflection of market forces.

| s

agmrym

ity

KPS
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AlU/YW considered em auction system (f.e., where people seeking

foreion exchenge freely bid for it) as theoretically the best one in

that it would (1) avoid the need for repeated politically distasteful

fu.

GER ediustvents of the rate, (Z) allow and encourage market forces to
operetc with a minimus of government imterference, and (3) make it
easier for the . o maintain a "low profile” in terms of both

nusbers of peorie veguired in the AID steff and the degree to which

the L.5. could wfininize its involvement in the GKR's exchange rate
mechanism, Prior to the GRR's adoption of 3 new realistic exchange
rate system, ALD/W wes prepared to eccept, as a temporary measure,

the use of 2 equilizetion of "wer" tax which would in effect be a

step towsrds balancing the supply and demand of foreign exchange.

bocordingly, in our initial presentetions to Congress as well

25 in the subseguent discussions with the Cambodians prior to formal

»

agreerents on initiz

s

cing the (1P we stressed that the program would

i’*ﬁ“

place raximun reliance on 2 realistic exchange rate system as well

as orn experienced Cambodian foreign trade institutions.

Over the next four years, the problem of setting and maintain-
ing realistic exchange rates continued to be one of the most vital
and vexing problens confrenting the GKR and its IMF advisprs as well
as the U.S. Embassy, which, despite atiempls to minimizej&ntervention
in domestic economic matiers, often felt compelled to press Khimer

officials on tnis subject.
The balance of this section of Chapter IV summarizes the mixed
‘Ii success of the Cambodian Government in dealing with the exchange

rate problen,  Chapter G of the Annex, prepared by & staff economist
b A
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of the Institute for Defense Apalyses, sketches in greater detail,
ang from @ somewnat different perspective, the historical develop-

ments of GHR, IMF, and USE efrorts in this area.

3. The Heed to Yeep the Ixchange Rate Realistic - Great stress was

Taid throughoul the five years of AID assistance on the need to keep
the exchange rate realistic. This emphasis reflected the commonly

held view thet & realiscic exchange rate was the most efficient means
for retioning Cembodia’s scarce foreign erchange resources. Keeping
the rete realistic would help curb unnecessary fmports, and preclude
the need to emulcy more cumberseme methods, such as prohibitive lists,

customs duties, credit restrictions, and taxes. For AlD-financed fm-

pores, it wiuld tinsure maxinu

 counterpart revenues and for most of
the Tive-year period counterpart represented a sizeable proportion of

2 K i . L -
goversnent budgel receipls.

The income distribution efTect of imporis wias another factor
affected by the sxchange rate. An gvervalued rate would have nt only
reduced counternart receipts, but also resulted in underpriced imports
and eliowad a relatively sz} groun of importers to reap windfall

2

profits ot the expense of ihe general public.

Exrent for reather limited perisds following the enactment of ex-
change reform measuras, and despite the best efforts of U.5. and IMF

exchange rate
advisors, the Cambodian / was often gvervalued to some stight extent.

This reflected, in large pari, 2 reluctance at the highest levels of
the Government to devalus the riel as necessary, particularly during

his retuctance stesmed in part from a




traditicn of censervatism in ponetery policies and from seif-inter-

ested political lobbying by influential importers, bul it also re-
flected an apparent inability by the Khmer leadership to deal with
the conseguences of rapid inflation. The major consequence, of
course, was deemsid {0 be the pelitical diseffection by the public
who were led to believe thai devaluztios contributed directiy to
infiation. In any cass, the problem of inducing tinely and adeguate

exchapge rate
/ adjustments bescame orne of the most difficult aspects of the aid

instezd of faciliteiing a low profite posture Dy the U.S., &3 would
have peon the cose had s realistic rate structure been folliowed,

the oxtended pericds of confrontetion over exchange rate policies

tended to neichien the U.S. role.

2. tHow to Determine What Hate Was Rsalistic - The methods niost often

employed to determing & realistic exchange rate cowbined analysis ex-

perience and jucument. Perhaps, the most scientific approach involved

-~

determining the real purchasing power of the riel in Cambodin compared

= )

to that of the beht in Thailend and piasters in South Vietnam. Market
price surveys for a fixed basket of geoods were undertaken in the three
countries, the implicit rate calculated and compared T6 the existing

official and black markel rates. In the several instances whevre this

{‘u

technicue was employed in Cambodia, the rate derived was found to be

o the black market rate in each instance, confirming the use-

o~
ey

‘Mi-

ciose
fulness of the plack market rate as an indicator of exchange rate

realism.




: §5§ unfortunately, there were ogcasions wnen +he black market rate

jiself was distorted by <eriain short tersm or extraneous factors

ever, long-term comparisons ef the black market rate and the

ok

GHR Merking Class Price Index, for example, show the rate adhering

quite closely to the upward trend of prices.

-~ twfng,,.-r ,..«-”“”J § MMS. %Laww

i
ISR S

Another meiﬁsd"emp1ovec o &wf@P“vﬂe'a realistic exchange rate

-
i
]

was the establishment of a foreign exchange auction market called

the louveau Marche de Changes. The market operated on the basis of
importer bids for exchange. The jevel above which bids were deemed
successiul ﬁdﬁ cetermined “primarily” on the basis of foreign ex- ”
change currenily avaiieble. Constraints on market operations, and

| Aot
certain struciural def1c1¢nc1es,ﬂpreventeé the iouveau Marche from.

eing & really suitabie venicle for rate determination. At times,

Ly

3]
=

n gciual or impending dearth of fsrelgn exchange triggered specu-
ative buying wnich forced the rate higher than it should have been. s>

_M_MM"W s T
g._..—--—/‘ﬂ

fpg;é% In other instances, tne goevernment intervened and Tixed the rate
at 3 constani level in crder to head off possible political reper-
cussions caused by freguent and rapic devaluation of the riel. Be-
twean tbé’*w« exiremes, the self-interest of the importers usually
prevailed and bidding ratles were offered within a narrow range, at

or near the level of the overvajued official rate. During one long

stretch, accepted bids were well over the overvaljued official rate

but Nouveau Marche de Cnanges procedures required that transacttons

0 actually take place at the official rate.

Freeing foreign exchange reserves was ancther device employed




qg@ by the GKR te test the market demand for exchange. This method was
used only sparingly and then on & limited basis ié&iew of the rela-

tive scarcity of GKR reserves

In addition to the above, there were alsc sevéral concerted

attempts to use formal foreign exchange budgetfég techniques to <o~
: n dae e — sy orpz e s
. feeasye @ realistic or equilibrium rate. These efforts involved
the estimstion on the one hand of demands for exchenge and on the
other the expected supply from all scurces. Some calculations, but
mainly informed judgments, would then be exercised to ascertain
what might be a realistic exchange rate. These planning efforts
| were normaily associated with efforts at linking foreign sector
; operations to budget or fiscal requirements. The complicated nature
: of the calouletions, as well as thewncertainty attached to some of
i QE' the key veriebles, combined to undercut the value of this approach

to rate setting.

While a good deal of effort was expended trying te determine a
realistic rate for official transactions, ecual if not grsater effort
was expended in determining the proper rate for Commodity import

Program guods (see Crapter 1§ on the CIP).

There were two main obstacles to determining an appropriate CIP
exchange rate: {1} Whether a discount should be allowed to offset
the higher impert cost of U.S. goods, and (2} the correct means for

applying the discount.

A discounted rate for CIP goods was employed to facilitate the

ptilization of this Yire of financing by importers. It was generally

agreed that a rate differential of from 20-30 percent was needed to
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offset the higher cost of U.S. goods and the higher cost of trané—
porting goods from the U.S. to Cambodia. However, the notion af a
'differentéal rate ran counter t¢ the IMF-endorsed pdicy of 2 unitary
exchange rate. This preé?em was overcome at least initially by |
pricing CIP goods in domestic terms at a unitary rate, then adding
on & special import taex to cover the differential between the stated

orice at the unitery rate and the actual cost at a realistic rate.

The problem with this approach soon became evidenﬁ. As the actual
cost of U.S. goods increased through doliar inflation or real'depré-
ciation of the ricl, the exchange authorities attempted to Cover
the increased differential through higher import taxes rather than
through exchenge rate devaluation. While this approach permitted.'
the import cost of CIP goods to remain rezlistic it also allowed the rate
applied to imports from other sources 10 become overvalued, resulting |
in underpriced non-CIP ﬁmparts and & shortfall in expected government-

rEvenues.

In addition to a special import tex, there were a variety of
other devices employed or suggested to offset the differential in
the cost of CIP goods. These included proposed rebates on non-CIP
coods, concessional credit terms or free joans to CIP importers;
special access to foreign exchange for CIP importers; positive 1ists

for CIP goods.

The appropriate size of the exchange rate discount needed to

facilitate the use of CIP guods was mostly & matter of trial-and-

error procedures. A differential rate of , say, 30 percent was applied.
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If the funds moved, the rate differenticl was retained: if the fumds
did not move as expected or desired, the rate differential was re-

duced. Such adjustments were not done very freguently, s0 as

743

te
minimize market disreption. Moreover, because of the variety of

factors impacting on the CIF importing process, the difficulties of

profiorred through Tump-sum grants, it was not easy to gauge either
the proper drawdown rate or the proger adjustment to the differential

needes tc vegulaie the drawdown as desired.

Eon.)

3. How %o Achieve z Heglisiic Hate - The difficulties of dptermtnxng

a realistic rete coupled with the f agﬁemta' ature of Cambodia’s
foreign exchenge rmarkets complicated efforts to achieve a reaiistic
rate. During pericds of official enlightenment, when the GKR was
generally receptive to advice from the U.S. or IMF Miscions, and
undertock comprehensive economic reforms, the exchange rate apprdached
realism. But normally these events were preceded by periods of in-
tense and protracted negotiastions. In most ins;ances, an'aid quid
pre gug was necessary, whereby the U.5. would agree to provide addi-
tional 2id or tg siop withholding promised aid in return for GKR
agreenent to undertake @ necessary or long overdue devaluation of the

riel.

The rate also approached realism on those occasions when the
foreign exchange market was allowed to operate as a free market,
but, in retrospect, these occasions were relatively rare and occured

only in response to heavy and constgnt urgiasg by the IMF or U.S.

adv_isors. Such urging by the [MF and U.S. advisers stemmed from a




.
"

-

‘panied by GKR reluctance, primerily for political reasons, to devalue

- 10 - S I

shared belief that market demend and supply forces operating in the
context of a free market wouldle effectively "equilibrat tﬁra&gﬁ
a floating exchange rate thet would respond to the interplay of
rarket forces and be kept at a realistic level accordingly. H&weveé,
the Timited availapiiity of exchange reletive to demand, alony with

w

the ynrezlistic nature of demand (luxury-coriented) relative Lo the

essential necds of th

1

economy, pracluded the effective operation

of & free foreign exchange market in lambodia.

In view of the Timited availebility of exchange and the cnﬁse~

gquent need to channel funds to the most essential needs, it would

appear in reirospect that the aiviceuen&ered in support of “%ﬁee:
market" meration, as well 3s a "fleating® exchange rate regime, was
misplaced. The Nouveau Marche de Changes failed to develop into a

“free market” a5 had been envisioned, and the £8F was not able to

supnart “free rervket” erations. It mey well be that these mechan- ‘
isms would have performed as expected had thezre been an amelioration
in the security situation accompanied by 2 turn-around in the steady

dererioration of the ecsn&myf$§3¢* since these hoped-for events did
not materizlize, perhaps it would have been more appropriate, in
reireﬁ@%cé, 1o institute fareién exchance market controls {cumbérsbm&-
as they might have been teo employ] rather than fo endorse liberaliza-
rion scheves. The effective ggplication of Lhe ESF.negative Tist in
nid-1874, and the institution of contreis on import credit in late
1974, are indications of GKR recognition of the need to “administer”

the foreion exchange market. Urfortunately, these moves were accom-
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the exchange rate in pace with domestic hyperinfiation as economic
theory would recommend. The inmmediate consesguence was often an
overvalued rate and all of the market abuses that foliow from such

an economic distortion.

One of the more inventive approaches to achieving & "realistic"
exchange rate was the "bock door” or budget-requirements appreaéh.
Since the counterpart from aid-financed imports accounted for a
lzrge part of budget revenues - and the need for budget fevenues
could be fairiy eccuretely projected on the basis of expenditure
requirencnts, 2 systes was established whereby rate adjustments
ware Tinned 1o the need for additional counterpart to meet an ever-
increasing shortfall belween projected budget expenditures and |
receipts. Inasimuch as the bulk of budget expendit&res went for sal-
aries which dininished in real terms in response to inflaticnary in-
creases in the cost of living, the need for counterpart became &
functien of the rate of inflation and 2 basis for determining a
“realistic” rate of cxchange. Unfortunately, political conditions

.
forced the GKR te abandon this approach at a crucieal stage in its
implementation in mid-1974. As & consequence, the rate became in-
creasingly overvaiued and budget counterpart revenue collections

gntinued to lag requiremgnts.

B. Jhe G& Buygget: During the war years, the GKR national budget

was drawn uyp annyally in the traditional, legalistic manner of pre~
war budgets. Funding decisions were made on the basis of operating
ministry requests; funds wore allocated by ministry and governmental

agency. The Minister of Finance formally presented and defended his

e
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reccemendations for expenditures and astimates of reveruses before
the legisietive and executive councils, and was charged with imple-
menting the budget as approved by these caanci%s.' Normally, the
formal review proceedings produced rdtively minor changes in the
budget. The more important funding issues were decided informalily
emong the members of the Council of Ministers, who were the key

executives in the government.

Three ministries received the bulk of budget funds: Usfanse,

tducation 2nd Finance.

The budoet funcs alloceted to the Ministry of Defense consisied,
for the most part, of salary payments. The bulk of the remsinder
went for “reterial costs” which were primarily meintenance and up-
keep expenditures. The funds provided for salaries were normaily
¢isbursed Ly Ministry of Finance reoresentatives throuyh the mili~
tary payroll system. There were many abuses in LRIS sysiem. Wnare-
as each individual wes to be identified and sighted at the time of
payment, many inventive excuses were givesn by unit commanders &s i
why these verification procedures were not followed; and various
techniques erployed to intimidate the Ministry of Finance pay re-

presentatives.

As 2 conseguence, for 2 relatively large percentage of the mil-
itary payroil, funds were transferred directly to unit commanders
for their disposal, resulling in many cases of non-payment. Under
periodic threats of troop rivts and demonstrations, the usual tactic
employed by the Ministry of Defense was to forcibly request additional

funds frow the Ministry of Finance. These requests normally took the




£ - TR S “ ’ > . 5 T 'y . &
fpvew of brisf pomos oiting the need for & cartaln sum oF funds to

idential lovel endorsement Or

o £ o et B g TR S Cor o

oration Covernor of the National Bank, the requests were
we , .

usLE iy honcred.

af¢ by the ynit cormanders were then expended as ihey ¢ dagmed appro-
srigpe.  Anelysis of upward rovemsals in ihe black market exchange

L3

rote and mosthly pay poricds indicated that scwe part of the funds
ora boine converted in foreign exchange. The construction of

elaugrate “vilias® in Phrom Penh by military commanders indicated
sn one of the Tavored uses to which diverted funds
wore put. Wniie there is uo Tirm basis for estimating exactly the
extent 1o which military funds were misdirecled, retliazble intelli-

irepp strength as opposed to progrommed

mititary salary payments may have been used for

s, Yhen confronted with these gccusations, many

the excuse that these fundswre needed for
speraticnal” expeases of their units, the "operational” budget
of sach commander beipg too small. It proved impossible to deter-

mine the dearce of yalidity, 1f any. of this claim.
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U.S. Hilitery oificers understendably appeared reluctant to cri-
ticize or undermine the power base of their key counterpart official
in the FAHX on whom they relied for intelligence and cooperation.

ks Just prior to the collapse,

#

wwery another inflztionery pay increase was proposed in an attempt to

bolster FLU3morele, with no real assurances that the last increase
would heve & better chance of reaching the troops than had the former,

s1i11 unpaid increases.

The funds provided to the Winistry of Education were programmed
primarity for the paywent of teachers' salaries. MWhile there is no
clear indication that fund diversions occurred through the guise of
“phantus™ teschers, as in the case of the military forces, the num-

ber of hours worked by teachers (and civil servants) declined sub-

]

[

tantizlly through the course of the war, to the point where it was

wall
P ]
~

gnera

w3

¢ acknowiedged that & twa-hour workday {ten-hour work week)
had become the stendard throuchout the civilian and academic ranks.
The explanzticn for the reduced work-week normelly given was the
compelling need for civil servants and teachers to "moonlight” ex-
tensively in order to meet the higher living expenses wrought by
the rapid war-induced inflation. Because of limited capacity to
obtain additiconal budget revenues either from domestic or counter-
pert seurces, the covernment was unable fo rectify this particular

prohles.

r

f1¢

ret effect of the salary fund diversions by the military

and the implicit reduction in “aciual” work-week by teachers and

civil seryvants, was 1o create "real” budget flows of funds that dif-

fered significantly in amgunt and purposc from these intended. These




- 35 -

u "n

distortions, in turn, effectively undercut the usefulness of the
budget as an instrument of governmental authority end funding

power.

rv procedures provided limited

Tecal flexibility in the utilizetion of funds atloceted to the

fense, Education, ete.), there wes con-
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siderable leeway ellowed in the vtilization of funds allotted to the
Minister of Firgnce. This was accomplished through the use of var-
jous non-specific Tine jten entries which enegbled the Minister of
Finance to spend funds for ihe purpeses he deemed appropriate or
politicelly expedient. Through this technique, the Finance Minister
2tiempied to reserve @ portion of budget funds for “constructive"
purposes, such as developnznt projects, rehabilitation activities,
and public investments: and to provide "contingency funds" to meet

unexoected noeds and increased cosis due to inflation.

Inevitably, some of the Tunds were used as "inducements" to var-
ious adminstrative znd regiongl officisls to get thbm to carry out

desired prograns or 16 underiake certain desired actions. The

gutherity for making such “payoffs” was apparently invested in the
Minister of Finance but, for the most part, he acted under the
direction of his suyperiors. Reliable modern accounting and auditing
rrocedures were practicaily non-existent in the Khmer Republic, so
that there were no effective means for checking on “actual” as

opuosed to Yprogrammed” budget expenditures. Moreover, spending

authority was by tradition “vested" in govermment officials, and

their spending decisions were rarcly challenged.
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The need to reform end modernize GKR budgeting methods was generally
recognized by both Fhmer officials and foreign economic advisors;
but the tz27ent necded to undertaxe this arducus task was never effec¥ .
tively robilized. The key objective of the proposed reform efforts
a5 to shift budgeting operations to a "functional" basis and te;re~

view expenditures end revenue requirements in "real” as well as “nom-

inal™ terms. The "functionel” basis for budgeting would permit funds

to be directed in “cash-flow” terms towards specific “activities" or

a fz

projects™, rether than distributed along administrative lines for
*sersonnel” gnd "material’ costs. A review of budget fund flows in
“real™ terems would creble the fiscal authorities to take account:of
differential inflaticnary rates for material costs and other expen-

diture “ob,cctives”.

Privavily because of the deficiencies of the GKR budgeting system,
varigus cenirels wore plaeced on the use of U.S. aid counterpart for
budeet support and other purposes. Counterpart funds for budget sun-
port were granted through "Project Agrecmsnts” which required that
the purposes for which the funés%are te be used had to be spacified
in some detail. Furthier, the use of these funds were subjeact to
audit and end-use checks as provided u&d%yiﬁﬁ regu]ations. But, as
2 matter of course, the procedures for using AID funds Tor "military
budget support" became routinized, and the description of intended
purposes, standardized. In addition, a genuine shortage of AID
personnel on site precluded effective end-use checks. Consequently,
2 very larce proportion of AID funds were dispensed in "block”

arounts for setabivelyscbscure. “military budget support” purpeses.

Thus, the use of AlD programming instruments to quide the allocation
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and expenditure of counterpart funds provided for budget support

purposes. hBed oty timited success.

i | Another means for reteining control over the use of AID counter-
E part for budget support was fo meke direct contributions to “extré
. _
5 budgetary” activities, such 2s refugee velief, and rice transport
o opentions. Horpally, these would be classified as budget items and
inciuded within the rationzl budget. But, in the case of Cambedia,
by 1874, U.S. contributions to extra-budgetary activities exceeded
those rade to "budgetary” activities. The government's role in |

supporting refugee relief and rice transport operations was minimized..

This had ¢ severe coffect on the morale of government workers inasmuch
a5 the salaries paid to "extra-budgetary” funcitionaries great%y X~

ceedec those of coverpment officials of comparvable renk and tilenta . ==

e 4.;( " i g el

{mﬁ. M‘w’u#\-ﬂ\ c{}“m. ﬂ:” N &ﬂi..{a‘-’-«@ S venid ¢ ""4“ *’A"“L" {”&f‘d“ GaeV F‘ WM(“E& e b w‘u ) .
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3

Hoveover, the government suifered in "public relalions” terms from vy

]

its Yack of divect and meanineful Tinks to refugee relief and other

“humeniterizn aid” grograms. These assistance programs reached

provincial towns &8s well as Phonom Penh, but the opportunity for

government officials te gain favorable exposure cutside Phnom Fenh
was siim.
Last minute eofrorts to bring “extra-budgetary” activities under

direct government contrel were superficial and inadequate. More~
over, the government attempied to Tinance its competitive involve-
pent with acditional advances from the National Eank, adding further
to the iaf&@pignary prrssures thet were already heavily eroding the

purchasing power of government workers' salaries. The two-budget

system that ewerced in Cambodia over the course of the war became




yary costiy

Chapter

perspective

t the GKR and the Khmer people.

¥l in the Annex to this Report contains the IDA

on the EKR‘s'bndgetary process.
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¥ . The Exchange Support Fund

The Exchzng2 Support Fund (ESF), which came into being in the
spring of 1972, can and should be viewed in seve?ai contexts. .Fivsﬁ
jt was an fmportant supplementery source of financing for commodit v
jmports whose need was not anticipated when the USG drew up its A
tial program design for the commodity import. Secend, it was com-~
sidered by some -- certainly by Cambodia’s agdvisors from the'inter-_

«

naticnal Honetary Fund -- to e played a very .ignificant role in
the overall battle to stabilize the khmer economy and to help pro-
mote and maintain a realistic rate for foreign exchange. Llastly,
i+ was by far the most important channel for nultilateral aid to

Cambodia.

A. The Need for a Supplementary Source of Import Financing: Prior

to the March 1571 visit to Phnom Penh of the IMF Study Mission,

Fund staff menbers informally voiced their doubts to AID/W officials
thet 3 U.S5. comnodity import program tied to U.S. source goods wiguld
adequately meet Cambodia's import needs in a timely fashion. The
Fund staff hinted that during their forthcoming discussions with

2 foreign exchange pool, similar to the Foreign Exchange Dperatiohs
Fund (FEOF) employed in neighboring Laos, as a means of funding
imports end certain “iavisible" {i.e. non-import} transactions for

which USG funding would not be appropriate.

vhmer Government officials, they would suggest the establishment of

&

G
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Becordingly, neither bmbassy FPhnom Penh or AID/W were surpr?sed

to isarn that the Fund Mission had recosmended tc the GKR the esf“
tablishment of a multilaterally-financed pooting of fcreign.exchange;""

reserves -- which later came to be calied the Exchange Suppbrt Fund. 

After z series of exchanges with the Mission, it was agreed

that the USG could support im principle contributing to such a fund

because it could =ssure the GKR of financing for needed imports

and provide it a means to maintain reserves at an acceptable level.
We also believe&that,if the creation of a fund of this type were

Tinked to rauc reform, it would provide the GKR with the necessary
incentive to proceed with estab?ishing a flexible exchange rate. _'
Our support, in principie, was limited nowever to a fund that would

finence comvodity imports only {excluding certain Tuxury goods),

JreeEiis -~ but we stressed that such a fund would probably not be

my
wabe
ot
(2}
o}

wcing of "invisible™ transactions {e.g., overseas Embassy and
student costs, capital transfers, repariation cf capital) and the
USG suggested that the most essential of these "invisible” costs be

financed out of the GKR's own Toreign exchange earnings.

The USE also agreed o support the creation of the ESF because
i

he potential of financial support to

from other countries -- thus reducing the aid burden on the
¥S6. Prior to the creation of the ESF, Cambodia had received modest
amounts of economic aid -~ from Japan, Australia and New Zealaend,

plus, of course, technical advice from the IMF - but the proposed

row fund would, we thought, provide a channe] for more substantial o




multilateral support.

Both we and the GKR rezlized that it would take consiéerablé
time and effort to secure adequate multilateral support for the ESF.
Meanwhile, Carbodia's foreign exchange reserves gontinued to be ;:
drawn down rapidly to finance import and “invisible” transactions
where CIP funding couldn’t be utilized. Liquid reserves were dewn.
t6 an estimated $8.3 willicn, and the CKR could not meet its curfant
payment requirements. Having accepted in principle that the GKK

had an urgent addivional foreign exchange reserves, The USG was

sgmpathetit to a Khoer reguest for a bilareral grant to tide the
CAnmbodian economy over until the ESF could come inteo being. According- -

ly.on October 27, 1971, the USG made available the first $10 million

;
%deﬁdég; cf & total $20 million cash grant. The grant was in
recognition of a series of CKR measures recently taken to correct.
excess demand on the supply of foreign exchange, including a) devaluﬁu
tion of the exchange rate Ly over 100 percent, b} increased import
taxes on all nonessential commodities, and c¢) restr;ctionﬁ on av@blabilit&
of credit and on memey supply . - |

The ESF was supposed to come into existence on January 1, 1972,
But Egny unanticipated cbstacles arose. The USC released the second

. . el

£30 nillion '§tfﬁfaﬁhv of its éﬁ:g‘grant in March, 1972. Finally,
afrer considerable delays and discussions between the GKR and potential
doners to the Fund, - having to do with, inter slia, the total size

ef the Fund, its perposes, and the method for making pelicy and operatinﬁal.- ‘

decisions, the Exchange Support Fund came into being in May, 1972.
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. Japan, Austraiia, Great Britaim, Thailand, New Zealand, and 'Malayj'sia. '
were contributors as well as the United States and the Lhmer Republ:c.
The CKR's own contribution te the $35 millien fund 1ntladed its $6 25:
million compens&torv f1nanc1ng drawing for the IMF (granted in'recogm_' 
{:ion of Cembeodia's substantial losses in exchaage garnings caused

by the war).

Among, the more important provisions of the.ESF were the following:

- It would finznce (2) commodities for which CAmbodian reserves
and earniags were insufficient, and (b} services and commodities:
required in connection with capital prejects or technical assistance..

- The Fund was to run for ome year, ending om December 31,
subject te¢ renewal by the GRR and other donors (for the first yeér,f
of course, this mean:t the Fund would cover only seven months) .

~ A steering groun, comprosed of representatives of the &qngr.
nations in Phnon Penh, would meet regularly to supply operationél
guidance (including commodity and source eligibility) and interpre-
tation of the ESF charter.

~ A professional manager - with prior FEOF experience and sup-
plied by the IMF -~ was hired to provide day-to—day supervision of

Fund operations.
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- LUC&% currency generations created by impsrter psrchases
of foreign exchange from the Fund would at the option of the denar,
either be steriiized as an anti-inflationary measure, devoted to
budget suppori, or used for local currency costs of development

projects.

-~ ESF funds could not be used to purchase goods reserved ex-

'S

ciusively for CIP on PL 430 {inancing by the U.S.

8. The Morkino of the E£5F: Conceptuaily, the ESF appeared extremely

w01l suited to the role it was designed to play in helping to stabil-

ize the Khzer etonomy. It provided a reserve of foreign exchange'

funds, suppiemental to those available from cther socurces whxch )
| Mwaw&ﬁ/ |

could be applied in response to market demand for i&éé?%?w"?heugh

»

market-oriented, it was under the control of an independent manager
who was sponsored by the IMF. Objective criteria and rules were
esteblished to determine iuporter eligibility and to provide for the
arket. Multilateral participation pro-
yiged an inpertent political and psycholegical boost for tne Khmer
unds were distribyted amorng imporiers on the b&s%s

"t

of cospetitive bids In tne Houveau Marche; when allowed to gperate

. PP, S PR PUPR T R S T rixt piy e g T i
pronorly, this feeture heliped 1o maintein and provote a realisfic

Insofar 20 the seasdsswseel proceeds from ESF sales wers used to

(%3

fingnce & part of the budget deficit, there was no infiationary
gffort from thoir expenditure inasmuch as they represented a net

transfer of eigls from the private sector to the government, Howe

ever, the fact that these Tunds were known to be available, no doubt,
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at times induced the goversmeat to provide for additicmal expendi-

tures in anticipation of their receipt. But, of course, the same -

‘.{Fﬂwwfs . . ; o
could be seid for cesntespant from other sources; particularly at

those times (such as all of 1974) when advances to the budget from
the Natiomal Bank were by law a fixed proportion of the previous

year's borrowings.

The ESF often lived up to its expectations, particularly in

its first year. This was the case for a rather Iengthy_period;
after its inception when the foreign exchange available was ade-
quate tc meet demand., Competitive bidding was then actually the
basis for the allocation of funds, and an active interest was “
taken in the proper management of the Fund both by the GKR, asfwe}?'.
as its ruitinational sponsors and the IMF. This was also the case |
in late 1974 wher, after & prolonged period of prostration, a séries'
T economic reforms took place and the Fund was replenished and |
restored te an active role in theéxch§nge sector as part of an over-

211 economic revitalization scheme.

»

The deteriorating economic and military conditions in'Cambodia,
nowever, along with exchange market corruption and the steady erosion
of muitilateral support, eventually reduced the Fund to e near moribund -
state operatien. Doner comtributions badly lagged behind commhments.= -

N (129
Cnordinatics among the speonsors was then éuEEﬁEx'undermxned by tbz‘ fhﬁéfl

’5- b ;-GN
cessation in sariy 1974, of the IMF active aﬁ;;zziiakd the wi hdrawal
of the Austriliap and Hew Zeland governments as active donors.

Efter the 1¥F witharew its resident representative from Cambodia,

the U.5. was fTorced to propose more unilateral plans for gettingthe
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ESF to respond mespinafully to the changing requirements of the
Khmer economy. The USC was siccessfull  in persuading the Fund Work-

£ ESF funds for non-essential im-

manrf
b
=1
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s
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o
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ing Group o €
ports. U.S. commitrents were partially earmarked to channet funds
owerds priority reguirements, e.g., rice fwight cosis, tracters
and oiher apricultural iaputs.
Growing <isinterest by the ther donor countries was reinforced

i?ﬁa‘: £
and a charter-bound manager, whose

-

with changing conditions.

¢luded the Fund from coping

The GKi's increasing difficulties in maintaining *ﬁe ¢0ﬁpet1t1ve
featuyres of the Fund's oparations, as well as donor reluctance-po
2iter iis oporating provisions in accordance with changing czrcum~'
stances, wore probably the primary immediate ceuses of the Fund-s
failure to fulfili its potentizl. At the same time, the growing
donor disinterest [which was reflected mainly in lagging contribv;

tigns and uninspired participation in Fund activities) had a more .

devastating impact on the E5F, and the causes of this disinterest

were more political than ccongmic in character. The gradual de-

cline of the ESF was byt another manifest-“ien of the gradual de-

cline of the Khuner Republic
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VL Cambodia’s Rbew Needs:
Pttt

i PL 480 Assistance Prearam to Cambodia
for Rice and Other Cormodities

One of the sejor elements of the U.S. economié“assistance to
Cambodie wes the PL 480 program. It started with the EY-?}1Agreemenﬁ
with $5.5 million, for wheat flour, vegelable oii,-tobacco;_csttén ffhre"
and cotton yern. When whept, corn and most particulariy rice were aédeﬁ
o the 19721975 hgreements, the grand total of all PL 480 commodities
delivercd from the U.S. amounted to $250 million. Since by far the
largest part of the PL 480 program was rice, maost of this section of the
Terminatios Report is on that subject. e

A, Rice Production and Supply:

Cambodiz’s most important foreign exchangé garnars, both durihg, .
the French occupztion and after Cambodia had gained independence, were
rice and rubber. These two crops sccounted for some 80 percent of
Cambodia's exchange earnings. Rice alone {565 thousand tons exported in
1$55) accounted for over &0 percent of total commercial export. Starting
in 1965, there was a marked decline in export of rice due to aileged'
series of poor crops, but principally due to Tew other factors: il}ega}
cales of rice through black market entrepreneurs to Vietnamese-cémmuniﬁt'

troops (uvsually paid in US collars via Hong Kong, at prices higher than

the Tixed price sezle contreiled by SONEXIH, the government's trade agency),i_ 5"ﬂ

fixed government purchasing rates agt related to world market prices; an@
almost simultaneous increase up to 40 percent in local taxes on direct |
cales to the Chinese, ail of which discouraged nezsants Trom growing'rice
for more than minimel needs. Reports on "poor crops” may veally have

reflected peasant apathy, particulariy in the richost rice growing region




in the Northwestern Province of Battembang. The discontent over puor

prices they were receiving for their rice facilitated the leftist

propaganda and encoureged the peasanis to rebel against the hierarchy
whom they blemed for their predicement.

, the cornersione of Cambodia’s econgmy.

The 1985-197C Combedian harvest of paddy {uamilled rice} was

itiion metric tons, up 52 plus percent over the

s

reported at 3814 m
previous year's crop, which had been adversely affected by weather con-
gitions. LV 1970 milied rice exports more than doubled fram 88,000
metric tons in 1969 to 180,000 end accounted fofﬁ%G.Z wiilion-deFrers in
foreign ex z znge earnings, 41 percent of the teaa{§39 8 million. This

& .
counarad t¢§§2 g million, 19 percent of the tataiﬁéé.1 million earned in

1962, The two-vear segnent was fairly representative of the overall

production regord duyring the TiTties and sixties, characterized by sﬁ%ﬁﬁﬁé%a; .

_‘”W&W . SR _
Vi owidely verying export levels. Blthough rice exports were far and e
auway the ar foreign currency earner during the two decades, no

significant effort was made to upgrade agriculiural practices and yfelds
rangaed between eighi-tenths and one-gnd-a-half tons per hectare, among
the iowest in Asia. Preduction swings were wide from year to year with

weather the nearly absclute arbiter of final cutput. World rice price

ity
0=
4]
g
v
$4
fas
L7
i
(&'
¢
t
s i
B
D
(55
>4
=5
el
b

g pattern more uneven. Stil1, except for a
few short periods, Cambodian peddy harvests were adeyuate both for
internal comsumption requirements and larcescale rice exports. Erratic
though it was, paddy production and exporits were clearly the covnerstone
of the Cambodian economy.

2.  Tho production decline hetween 1970 and 1875,

o

3. he Causes of Jegling

bS5 T4

. I : S
Despite the excellent 1969-1570 crop, signs of trouble in the = = 4~
: o 4
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ewmxclative agricultural base had already begun to appeay in the pre—
rpv’,5

vious few years as Vietnamese commnist inrcads inte wes:trw Cambodia,

especially in the mid and late sixties, took their toll. hamhedia s

iﬁﬁ%ilizf to coutrel or affect world price fluctuations for any of her
exgaraahle COﬁmGdlLlES (prlnalpaiiv rice, rubber, corn, livéstcck, and
forestry products) intensified the problem ef strczgthenlng and up-
grading the sagging agriculturzl base. Following the pelitical and
military uvpheavals in the first six months of 1970, the difficult Een.
came nearly imposeible and the nation's productive capacity_nesédiﬁed 5

toward chaes and complete rTuin.

», Preduction stetistics.

-

After 1970, szatiscical reports, except for Battambang and & few nearby

provinces, become more and more responsive to political conside:aﬁion#  ?-
~ ‘I§ . ané increzsingly less relizble for economic analvsis. The situation

in Bartambang, the major producing area in the country and afeer 1972

the only area wirh any surplus producti on, was regularly studie& and

surveved by US and GKR officiale, both to encourage and protect whaz=

wes left of the domestic production base and in an effort to maximize

use of domestic supplies before asking Washington for PL 480. 4s a

Tesult, data {rom that arca was considered rveasonably reliable end

wes an important irput in estimating and projecting import reqairé-i

pents from 1972 forward.

The CXR published data for the peried 1970-1975 indi~

L Ay ]

cates severity of the nationwide paddy production decline.




.“c 3
. - -4‘
-2 :
' Folliowing CY¥
Milled Rice
- {000 Merric Tons} {030 Metric Tons)
. Czop Year Eectarage Paddy -Experts  Imvorts
1969-70 . 2,458 3,814 180 -
1970-71 ' 1,880 _ 2,732 4é, -
i%71-72 1,54% 2,138 18 15
197253 782 1,023 11 135
1973-74 554 €55 - 302
1974~75 450 556 - 138%
#Through April 15. |
¢. Evaluation of the siatistics.
. Althouph the hectzrage and output totals themselves are as

sch faney s faet, the trend was correct. If these figures weré
esken at face value, the €ecline in production between 1970 and }9?5:
would have been @ staggperins 83.4 percest, enougn Lo ensure absoiute
disaster., But while cases of malputritien and starvation in tﬁc.laat;
months of the Republic became more common, they were pot on the order
implied by an 85 perceet drop in rice sﬁ?plieﬁ. It can reasonably b#
assumed that the overzll decline has been overstated by a wide margin
2nd may be closer to or less than 50 percent. Even this, however,
would have cccasioned far more serious problems than these actually
noted. A number of factors contributed to slowing the spread of mal-
nutrition and starvation. Four identifiable ones were an understat-
ing of preduction in GKR-controlled areas, completely igmoring pro-
duction in insurgent-controlled areas, the growth and use of substi~
tutes (especially sweet potatoes) and the availability of imported
U.5. rice.

8, From exports te Imnports.
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& 1570 and 1971 rice exports totalled 188,000 and 44,000 metric tons ad I
é-. . respectively. In 1972 Cambeodia exported gnly 18,000 tons of rice=an§ | N
| frported an estimated 75,000 from Thailand and Japan. EEE,GGG Were |

imported in 1973, 45,000 tons of this was Thai rice and 90,000 U.S. PL-

423 Titie I rice. As more and more people fled their fields and homes and

took refuge in Phnom Penh and the enclaves during 1973 and 1974, USAID and

CHe officials raced to stay @ step zhead of one impending rice crisis

after another. The USG moved rice to Cambodia et a rapid pace despite a

worldwide grain crisis in 1973 and a growing debate at home on PL 480

2ilocations and the use of locel curvencies generated by PL 480. _Eﬁen_so;"af

stock lavels wefe seldom edequate for mere than a few weeks)ahd &everalz;“ 

times in 1073 and 1674 emergency supplies had to be vrushed from South

Vietnam and once from Korea. The stock level from Phnom Penh city stipped  §';-*;*
;‘ID several times to critical levels dropping, at one point in'Nuvember'lg?é,' 'T

to three days supply. 1574 imports totalled 302,000 tons, all PL 483‘~$f-"?'

The following table shows 211 PL 480 rice Agreements for Cambedia,

the auantities stipuleted in the Agreements, quantities shipped, quantities
delivered and the arrivel perieds. (Quantities shipped were higher because E
the Agreements were denominzted in dollar terms, and in each case, slight = t&

price decreases subsequent to the Agreements allowed for larger quantities =

of ricej.
Agreecients Shipped Jelivered Arrival Period
RICE CY 72 70,000 /T 73,400 M/T 73,319 W/T  Dec/72 - Juiy/73
: FY 73 28,000 cancelied 0 - R
FY 74 285,000 285,963 277,339 Dec/73 - Qct/74 -
FY 75 209,000 211,623 123,128 *+ Dec/74 -~ Apr/is
TOTAL 592,000 570,243 473,780 :

=
Frie difference in FY 75 shipments of 211,332 M/T from the U.5, and
123,168 M/T delivered to Cambodians (both surface and air) is accounted
for as follows:

. . F.4 ¥ ! » . ) . i .
¥ [r doafin, dotaadl ou Tl Leoostote o o A8y ain JH Bonk SN apand e
, ok

frpmap it iidutéaﬁa:gilf-pfo?ﬁé%&*3”*;*4iﬁ?¢&4“*‘f?52{f_ | :-H5if*f:?.
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Arrived in Cambodia (including 696 W/T in U-Tapao) 123,128 W/T s

tost en route (including the S/S Veh-On on the R e
Mekong Convoy} 1,679 WT .

Lost to PRG in Saigon {after repayment of the . Lo
G¥YN loan) 43,585 W/T
Ertimated recoveries in Singapore, Hong Kong, etc. 43,231 M/T o
Total 211,623 WT .
e. Rice Distribution 3Svstem

The average deily distribution in 1973 out of PhﬁOm_Penh‘s_stc;ks":nu
for the city population, FARK, end miscellaneous wes 529 MIT, witn-moﬁ;hTy'
averages as follows: |
Jenuery 325 #/T  April 494 W/T  July 444 M/T  October 475 M/T,
February 848 W/T May 887 M/T August 539 M/T - November 581 M/T .-
March 586 NM/T June 574 M/T  Sept. 434 M/T Gecember g£52 M/T.

Due to the influx into Phnom Penh of larger numbers of refugees 7

in the following year, the average daily di-tribution in 1974 rose to 694 MfT.= _Fﬂ;

Finsily, in the first three noaths of 1975 the average daily distribution Ieye}.f

decreased to 543 ¥/7. Duriag the very short period after PL 4380 Title II was i i“

approved, (see below) i.e.. between March 10 and April 11, an additional average":f
5€ 100 /T of Title 1] rice wes distributed daily by the voluntary agénéiés S
goerating in Phnom Penh,

The government rice guotas for the Phnom Penh area originailyZSet

at 714 ”f” ser day, were gradually s dackeased to 750 M/T {(December, 19?4?,.5 

600 ¥/T {January, 1975), 645 W/T {February, 1975}, 530 M/T plus 100 W/T Title 11
(March, 1975). it may be useful to examine in some detsil the dxstr1but1on f: |
system put inte effect in December, 1973 for the civilian population of‘Phnom
Penh and imrediately surrounding areas. This system, which accounted, for_'

instance, for about 350 metric tons of the daily Phnom Penh guota {in-1974) ;
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was administered by the official rice-buying and distribution ageney whose
acronym was OFFINACO. The distribution scheme administered by CFFINACO re-
placed an garlier system handled by a paramilitary orcanization generally
considered to be inefficient and inequitable in its allocation pattenss.'
1. Hards: Civiliar pepulation was divided inte city pretiéis and
syb-divided into 294 wards. Each ward was forther divided into 50-house
groeups.  The totel daily quota was 250 metric tons. Wards received their
rice quoias every ten days. For each period, 2 request was submitted to

OFFINACG by the precinct chief listing the number of inhazbitants in each -

ward based on “Carnets de Famille" (a Family Book issued by City Hail'iistingla¥1'=f

merbers of the Tamily, dates of birth, etc.), and signed by the ward chiefs. -

After verification by OFFIRACO the distribution was authorized and delivery

orders issued. Delivery was made from state-owned SONEXIM's warehouses by -
the two major trucking firms in the city. Payments were made by the:

consuners o the ward chiefs at the time of distribution, and turned over to

the precinet chiefs who deposited the funds in OFFINACO's accounts at the local

banks.

2. Civil Servants Associations: These were grouped by ministries and/

oy government agencies. Their total daily quota was 70 metric tons.
Rceerding to @ pre-arranged delivery schedule, each association obtained its
individual guoia once a month upon pracentation to OFFINACO of & purchase
request signed by the Association's President. Lists of members were drawn

on the basis of the family books, and were supported by a copy of paylists

prepared'by each goverrment agency. A1l documents were verified by OFFINACﬁ.f .':

Indivicdual payments were cellected by the Association Presidents, who, in

turn, deposited full payments in advance in OFFINACO's zccounts at the local

bsnks. OFFINACO's trucks delivered rice directly from SOREXIM's warahousés
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+o0 the Associations which, in turn, éistﬁibateé to thelir members. |

3. FRefucees: (See Qhapier’;ka? a description of the overall refugee
assistence fremework and the role of the voluntary agencies -- often ca}?e&l
volags for short.) The total daily cuota distributed to refugees via the =
voluntary agencies was 18 metric tons {prior to the establishment of:a Title
II program). Yoluntary agenciss submitted menthly requirements to the
inistry of Refugees for approvel, and received their guota authorizations.
The volags then pur - wxud rice directly from SONEXIM (the State trading
organization} and distributed it to refugee camps and/or groups.

4. PRetailers: Thera were 70 government-registered retailers {pre-
yiously 299) avthorized i sell rice in the market place. The total
aliocation was 7 motric tons per day or 100 kiles per retailer. Ricé Was

s501¢ to the general public in lots of 1 kilo or less. These retail out-
b .

lets benefitted mostiy low-incope groups who sometimes could not afford te -

purchase a 10-dey 2ilocation at one time under the ward distribution system.

Every day the Naticnal Radio anncunced the daily amount of rice
distributed by OFFINACC to show the public that rice was available on 2

regular basis. Independently of OFFINACC, a quota of 200 metric tons per

day was authorized for the GKR military end dependents. Rice was transferred

from SOREXINM's werehouses to military stores from where it was distributed
to the various wnits. Payment was made to SONEXIM's account by the Ministry
of Defense.

The nreblen in devising z weli-functioning distribution system was
y

Ty

that the officizl coverrment selling price was significantly lower than the

true market price for rice as determined by the balance of supply and demand
in the market. The cheaper goverment-distributed rice was in relation to

other cormodities, the greater was the demand as rice then became useful for

£
e
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secondary purpcsesISQQh as an%méi feed, rice aicaho};_naﬁdies &né.pastries. -é "

Such a situaticn was bound to provide opporiunities for black marketéﬁalesf _j;ﬂ
~ As noted above, individual allocations were based on theaFa@i}yf  “

Baﬁé}a systen that was widely abused. The Books had been €55ued'bacg_fh :

1877 and they did not reflect the true composition of each family. ﬁofe-_

syer, the more affiuent segment of the population could afford to purchase”

rice nn the free-market, and would let another Tamily use their book.

The best solution would have been to institute a rationing of rice 5.;"
solely by price. However, unless the rice supply was available in sufficient’

volume price rationing alone would have lead fo even greater inequities in

distribution because of the probability that the "haves” would bid up the =
price tos high as to prevent the "have-nots" from buying enough rice to{meet';-f
their minimal needs.

The Governmeni body that requlated the administrative rationing of tv

rice was the Nalional Rice Commitiee which had overali respcnsibi?ity for mon%-":}
itoring the rice supply and demand, setting up quotas, controlling the | :
financial management of the distribution system, and the recommending priding:_
policies to the Government. USAID was representied on the Committee by aﬁ
American officer who as an active participant presented the views of the
Mission, and furnished advice and guidance on policy matters.

Iin addition to quotas from the Phnom Penh area, strict controls
were 2150 set up for the supply of rice to the miiitary, the civilian popula-
tion and the refugees, in various enclaves, as weil as in ihe maritime |
provinces, The proportion of the PL 480 rice in the distribution system
was adjusted according to the availability of locally harvested paddy. 'ﬁew?‘e
ever, when the military situation deteriorated, in many places the PL 480
rice was the gnly rice thot could be retied upon, and airlifis and airéregs_

r Eooe

LW




vocame the scle channel of supply.

f. Est1rat1ng rice import requzrements

The reguirement for rice jmports from mid- 1972 forward was baﬁeﬁ Qn
2 real need for fvod supplies to feed +he population in ?hnoﬁ ?cwq Ly tﬁu
enclaves, a growing number of refugees and GKk miiitary and civii servxce
personnel plus their dependents. These people could not produce mce_them—-f.=
selves and were mostly dependent on the goverraent for their sunpliies. Na”;
one conversant with the mititavy and production rezlities in the couniry -
doubted the real need for rice imports to avoid serious shortages and hurger.- 3
However, hile there was considerable concern that the amount of PL 480 r1ce
brought in be adeguate 10 meet minimal deficit requirements, every-eff&rt
was also mede 10 ha%i down the total. Respoading partly to Cangrassiana}.'
questioning &t home over the large zmounts of PL 480 going to Indachina,.bﬁt-  E
more fundamentally to both U.S. and GKR concerngthat the amount of rice
brought in be not such as to impede domestic production efforcs, the GKR.
jn conjunction with the HuAD Mission rev1nemeé all available data severa!
times eazch year from late 1972 forward. The urreliability of production,
supply and populaticn data made it misleading to try to determing the import
requirement by the method whmcn rultiplied & daily per capita figure t*sws
the population, divided ﬁhat into gross preduction ard obtained a deficit

tonnage required. That appreach had the further general disadvantages of
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igsioring price elasticity consideratioms, availability of substi- C

-

tutes and alternative uses of paddy and rice, e.g., animal feed

or ligquer production. " The major reason for net using this wethod -

was the . S unreliébility ef the datg base, particularly
prpdncticn, on~farm stocks and population tota}s; Ne completely
acceptable way to determine the requirement could be found..

The method finally used centered around é trend line analysis:
of what came to be called the 'deficit requircment'. This methed
used the known CXR distribution data to obtain a monthly total
used to supply the Fhoom Penh and enclave markets as well as @ili-

. and other
tary men, ¢ivil servants, their depcndente,and refugee&naedy'ger—
sons., Estimates of availeble domestic surpius from Battambang and

_ other rural

nearby provinces were subtracted {rom the total. People in
sreas were assumed to be producing encugh for themselves, but no
marketable surpluses. An effort was also made to momitor and
intergret the effects of price on consumption with an eye to holding
down consumption through vfficial price increases. This of coursé
rad important peliriecal and humanitarian overtones and was always
the most fiercely debated part of policy changes. Periedic checks

vere made teo ensure there was ne buildup of demestic rice that

could be used instead of imported rice. Reports of crossborder
tra’- in paddy or rice were also reviewed.i?%he GKR generally re-
lied on price incentives to draw out available domestic surpiuses.
These were subtracted from the estimsted ‘deficit requirement’ total

and the consequent remainder was the figure propesed to the seniox

AID end Exbassy cofficisls for submission to Washington as a PL 48D

3
Ly

request. This figure was inteansely reviewed by AID personnel on a

R
i




-10-

regular basis. The record shows that Missicn requests from 1973 farﬂérd
ztayed on the jow side ¢? requirements and that ?L'&SG rice requested was
never wore than the basic emount needed to avert serieug_facd suppiy"
shcrtages among the deficit population. .

B. Rice and Paddv Price Policy

§. Policy objectives.

GKR rice price policy decisions in Cambodia between 197Q and 19?5
attempied to balance out the demands of four different groups. Consumers.
wanted adeguete supplies at low prices, particulariy in view of the
prevatiling low income levels, high unemployment,and runaway inflation.
Marchants wanted prices high enough to cover all costs and provide maximum .
profit, Paddy prices were intended to protect and enhance production
incentives for farmers and to minimize paddy rice outflow ﬁb the Thai
market. The government needed a large amount of rice itself to provide _:
for the needs of military and civil service personnel plus their
dependents and a growing number of refugees and other needy pecple.

2. Intreduction of consumer price controls.

8y 1973 with domestic production nosediving and high priced rice
imports mounting, it became evident that letting normal supply and demand
pressures and the tanced cost of imported rice determine prices would push
the cost to the consumer well above tolerance levels. Price intervention
was necessary. This took the form of setting official prices for the sale
of imported rice,which by 1573 already accounted for a sizeable percentage
of the deficit requirement, perhaps as much as half by mid-year. it was B
difficult to say exactly how much since accurate data on domestic de11ver1es
to Phnon Penh and the anclaves was not available. The percentage rose.

steadily from mid-1973 forward and by late 1974 was probably weil above
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Because ¢f the low Income iavels, high unemployment, and thaashaﬁp:
increases in the cost of US rice during the voridwide gréin crisis of |
1973, the official selling prices guickiy invoivec a substantial é&d

crowing sebsidy. Only through massive subsidies and the rapid |
expansion of imporis were rice price increases moderated at all. By =
the end of 1373 the import of rice was a clear and pressing necéssity;-
No one can say definitively what part - if any - the sale of %mporteﬁ
rice at heavily subsidized prices played in the deterioration of the
comestic markeﬁl Ynite it is true that imported rice rapidly rep?a;éé
domestic rice in %he warket stalls of Phnom Penh, there were no &ﬁf&d-
upslcf unsold domestic rice and it seems clear that the breakdown-ih
security, reflected both in reduced production anc saverely restricted -
transportation, was the overwhelming factor in market deterioration and the ” : 

availability of irported rice a minimal one.

A

4. The rice prics spiral and its effects.
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Free marker vice prices rose from a May 1971 base iundex of

fook

Y
60 to 133 2t the vear's end, to 374 by the end of 1372, then leaped-
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454 in 1974, and were well above 5,000 by April,

1875. The food side of the cost of living imdex roese Lo over 4,000

- and the index as a whole to more than 4,400. Wages im the same pex-

jod fell well behind the cost of living increase. The government

wae unable te do much to improve the situation as domestic Tevenues
dropped off to only a fractionm of what they had been. FL 480 rice
arywing at a landed cost ranging from 300 o 700 and more dollars é
ton was seld at subsidies that climbed to 75 percent and more of
walue. Even so, by early 1975 the plight of refugees and unemployed/
underemployed persons was se savere that many could not afford even a
dzy or twe's subsistence leovel of rice at contrelled prices. A large
progras of Title II hzndcuts through volunteer agencies had to be
storted ro alleviate mounting malnutrition problems. The subsidized

prices, the direct handouils ard the decline of the demestic tax base

D

created considerable strain on the budget. The Title II program begun
in eariy 1975, had the U.5. presence conrinued, would have expanded

rapidly znd would have eventually eliminated whatever small chance
help
still existed to change or zdjust consumer. rice price peolicy to/meet”

economic goals.

the
§. Economic and humapitarian considerations “Jdilemma .
From 19/3 rorwarg rended to
ipmediate politicel and humanitarian considerations/
sonsumeYr rice price
everwhelr  any eccnomic arguments for/incyeases, Effoxrts

te syoid the bapkrupting effects of the policy were perforce deferred

or had to be watcred down to permit the government to survive more
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jmmediate crises. Still, official selling prices weve caised several . . .0

times in an offor: to hold down consumption and 35 gavt of ca@preh&néiqe
economic reforms. The most dramatic of these was a tr ipti ﬂq of rice

Ngvorher, 1S74. Euﬁ on ?3a

bicid

© prices combined with 8 woubling of wages in

gvery occasion the juggernzut of inflation was only momentarily slowed.

£ rice pricing, the government

[ 413
o

1r, attempting to sclve the basic dilesm

¢id phrase ‘damned. 1T you do,

1]

had opened a virtual tandora's box. TR

damned i wvou don't' comes 16 ind, to gdescribe the effort to control

#hidi b

eep alive what remained of the paddy/rice economy.,

raintain producer incentives was a major:
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policy objective. Bul it is unlikely that any amount of price 1ncent3ve

could have reversed the extensive land abandonment and productiocn dec?1ne

cavsed by the continuing breakdown of security between 1970 and 1975.

The traditional surpliuses of Cambodia ceme from the northwestern pravintes;¢:i
principaliy Battamnang. The rest of the country had gensrally been just

st or slightly belew self-sufficient. From 1973 fcrwar the Battambang
surpluses were dwingling rapidly and the rest of the country was a patch-

work of mostiy esbandoned land, sume Yimited insurgent production areas, and-a_*‘-

number of enciaves jarmed with people dependent on the government for

their daily rice ration.




In attempting Lo estimate what pzddy price to pay in Battam—

)

Honp. 25 cuch attentiom - if pot ROre — wWas placed on the amount
 J

necessary to prevemni an curflow of puddy to Thailand as on any con-

[

cideration of costs of production and profits. Relluo}e nrcd:atzen

were _
| cost data/ not available and the implicit assumption was that
[
free market demand for the farmer s paddy would mect his costs and

provide zdegquate profits. While never deliberately tested, this
agsuaption aasIOn +he whole probably valid, especially so since the
governxent's purchasing zgencies {SORAPA and SATRAR) wc*ked in a
competitive fré sework vis—a-vis the merchanis and very seldom engagéd
in zetions designed to force sales t2 themselves exclusive of mer-

chant and fzimer interest. In fact, the limited data available in-

dicates the government buying price was generally good enough to
serve as an effective floor price in support of production incentives..
However, budget limitations and bureauveratic delays somewhat limited

the extent and the timeliness of this fleor price functiom.

7. Reports of crossborder tade. S
ey ﬁﬁfﬁ*i
Persistent reports of paddy apcfo* rice sales to both Thai
) proot out
and Vietnomese 12arkels wWare difficult tof one way or the

other, However, SOD2 rentative cenclusions can be made. Cambodia
13 gpost of irs own experting until 1972. With the introduction of
PL 4LE0 imports Cambediz had to agree to halt exports. Price in-
ecentives for 1llegal trade between Batrazbang and Thailand exisced
during 3973 and most of 1974, parzicularly if rieils purchased at

' Ybisek market dollar rates wers the dwi! tum of exchange. With the fm~

pogition of impert restrictions the desirability of graditional




barter trade was alse enhanced. High profit lusury goods were added
repaiy '
to farm machinery,/parts, cloth and medicines. North Vietnamese and
Viet Cong forces domilateé the borders with ?ietnaﬁ_anﬁ Laes; but
paddy preductien in eastern Cambodia was never cf a level to suppafc
any significant outflew to Vietmam or Lacs. It was generally con—-
sidered z rice deficit area and whatever crossbeorder trade existed
was widely reported to be Cambodian beef for Vietnamess rice, medi-
cines and ether products brought in from Saigon. From late 1972
forward the devestation of Cambodia's cattle population was wide-
spread enocugh to severely reduce any crossborder trade in beef to
minimal levels. However, as late as mid-1974 Battambang oranges
ccntinﬁed to be available in Saigon. Lacquer extract st—tea—timma
thewpedse_alse continued to move to Lai Thieu and other lacquerware
penufacturing towns arcund Saigen. Tegay, except for small zmounts
of gems from Pursat and some rubber and otker forestry products
(liziteéd by shertages of POL and mechanized eguipment), Gmbodia hus
.

po known sizeable zmount of commodities to export. Resump-iom of

rice experts are out of rhe question for the foreseeable future.
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C. The Current Rice Situaticn in Cambodia and Near-Term Prcd&ctien

Prospects. | _

For CY 1975 nearly 140,000 tons of PL 480 rice were committe&ghf'
Rpril 15, 1975 end projectiens for the total CY 1873 requirement ran
between 325,000 and 200,000 metric tons. Estimetes of the populatigﬁ
jammed inte Phnom Penk and the enclaves ran, in the last days Gf.tﬁe' 
Khmer Republic, as high as three and even three and a half mitlion.
More than half of these had fleg from the country-side tetting their
paddy fieids ¢o unplanted and became consequently heavily dependent on
U.5. provided rice. As of mid-April GKR ouned rice stocks to feed the
estimated two to three million pecple who lived in Phnom Penh and the
enclaves or served in the FARK (otherwise termed the ‘riée deficit “
popuiation’ ), were about 65,000 metric tons. The population that was
sti31 1iving in the rural areas can be safely assumed to have had enaagh
on hand to see thewselves through to the next harvest. To avert a majar:
fo06 disaster, Cambodia needs from 175,000 to 250,000 metric tons of |
milied rice to cover the period July 1 to mid-?ebruary 1976.

Unlike Yietnan, with which it often is mistakenly ccmpared; Cambodia
has no credible amount of HYY (high y3-lding varieties) paddy which iﬁ
large peris of the Delta of Vietnam is narvested in late October and
Movember. Except for a megligibly smell number of irrigated plots and
Jimited areas in the maritime provinces, the new crop in Cambodia comes

in during Tate Decewber and is not marketeble in milied rice form until

late January and February. Cambodia siipped in lecs than five years from

2 significent exporter of rice to large scale imports, and when these

ended in April, 1975, to the brink of starvation. Even with completely
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favorable natural conditions, the prospects for & harvest this year good |
enough to move Cambodia very Tar back toward rice self-sufficiency are

not good. Besides the seed problem already cited above, production

efforts will be hampered by a2 limited supply of seed and & lack of POL

and spare parts to rum the tractors, trucks and other mechanizad e@nigf__

ment available. Cembodia has no known fereign reserves it can use'te finance
any substantial emounts of needed agricultural imports. Furtiher, thé -
draught anima! pepulation has been severely red&éed by the war, witﬁ

some reports ranging as high as 75 percent destruction. Most of the

proposed planting program will have to be accomplished by the hand'?abor

of seriously malnourished peopie. Lend not planted for @ humber of years
becomes badly overgrown, making the plowing job difficult even with

mechanized equipment. Weed control will also be a serious problem.

Without substantial Toreign aid the task will be brutally difficult and

the food supply ¢risis can be cxpected to extend over the next two to

three years.

if ever a country needed 1o beat its swords into plowshares 1n'a
rice to save itself from nunger, it is Cawbodia. The prospects that
it can or will do so ere pgor. Therefore, without large scale externai;
food and egyipment assistance there will be widespread starvation betweén.a
now 2nd next February and probebly more of the same next year, though to
a lesse} degree. Slave labor and starvation rations for aimost half the
nation's people {probably heaviest among those who supported the GKR)
#iil be 2 cruel necessity for this year and general deprivation and
suffering will stretch over the next two to three years before Cambodia

can got back 1o rice self-sufficiency.




D, Title II Rice

With the exception of the last nine months preceding the fall of the

Khmar Rapub1ac, the Title I program in that country was a rather modest

one. Up through 9”4 there wzs no government-ito-government Titie II.praé__"'

‘gram in Cambodia. volumtary {volags) and international (IAs) agenczes

farmed the keystone of the humanitarian assistance efforts in the couatny.

These agencies included CRS {Catholic Relief Services), CARE (Cooperative

for fmerican Relief Evervwhere), WYRO {World Vision Reiief Qrgamizatian)
TCRE {international Cownittes of the Red Cross), and UNICEF {Uaited ﬁat}ans
international Children's Emergency Fund}. Since 1973, up through the fall
of Cambodiz in ear?y 1975, these agencies conducted major emeréency ré1ief;'
and reseitiesent programs throughout Cambodia. | |
The volags and the IAs conceontrated on two hasic types of‘assistance
to the most needy--refugess--through programs of em@rqency'”elief'and~ré-
settlement. The emergency programs corsisted of feeding, shelter, c1oth1ng,
medics? and nutritional cere. In their resettlement activities they con-

centrated on family housing construction and provision of tools, seeds,

fertilizers and pesticides to give the refugees a sense. of permanence and,

at the same time, increase their selif-sufficiency. Title I foods providedfgf

for basic and supplewenial food needs, wnile AID dollar funds, Tocal
’ﬁrf%ﬁcy generations and their ~wn funds derived from private donations
saﬁgerted other aspects of the relic? programs,

Harnls e . .

In qawedse.}275, as the situaticn became desperate in Carbodia. the USE
approved Title 1! grants to the Govermment of the Khmer Repubiic (GOKR) of
up to 20,007 tons of rice and 4,500 tons of blended fortified foods for
smergency feeding of Cambodian children, refugees, displaced persons and

the needy poor, inciuding destitute familes, orphans, war widows, invalids

and the aged. The epproved grants stipulated that the Title II commodities

AT U ey R, £ e
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were to be furnished to the GOKR, which was responsible for receiving_the
comnedities at unIaaéing docks/ports or airgerts, for internal transpor:
of these commodities in Cambedia and for their stcfage at central ware-
’hcuses- “Upon request, the GOXR was to release the T%tie Il ce&mudiiies
to the volags, IAs, and participating GOKR ergénizational units at fhe“
central warchouse doors or at end-use sites. |

At the time of withdrawai of the U.3. Mission from Cambodia on
fipril 12, 1975, only 5,115 tons of rice had been de¥ivefed to Cambodia
under these grants. None of the blended foods had reached Cambodia. The E

rice, however, was used to feed 410,690 recipients for a shert period of

time. {(in millions of
The following summerizes the Title 1I support for Cambodia Mduring ﬁcllgrg)  
the period FY 1953 through April 1975,
1953-1948 1670 1971 1972 1973 _1874 1975
Z.400 07 010 018 2138 013 2.665

E. Qther PL 480 Cormodities

iWhest Flour

L

The first conmodity delivered to Cambodia under the PL 480 program |
was wheat fiour. The first shipments arrived in June, 1971. Under the
CY-71 Agrsement, 18,835 MW/T were delivered between June, 1971 and April,
1672. Under the CY-72 Agreement prasticaiif the same guantity (18,256
M/T) reached Cambodia between July, 1572 and March, 1973.

With the establishment of the Khmer Flour Mill the imports of wheat
fiour were gradually replaced by imports of wheat. Under the CY-72

Agreement, close to 18,000 ¥/T were imported betwsen November, 1972 and




October, 1973, The yeariy reguirements were set at aboul 35,000 M/T.

‘-74 Agreement, close to 25,000 /7 reached Canbedia belween

197271874 wag the period of tramendous ﬁriée increases; Wheat -
purchased in 1572 &% $65 per M/T jumped to $220 and $230 in 1974,
Freight increased from $53 to $150 per M/T. The cost of the 17,945 Mf?_
gelivered to Cambodiz in 197271973 wes only 31,400,000, as compared. to the
24, s&s M/T delivered in 1973/1574 at 34,317,000, The financing of wheat
imports under those circumstances became too strenuous for the newly
established Flour Mill. As wheat flour was a critical item in the
economy the Mission accepied the principie of deferred locel currenly
payments on the part of the importers for PL 280 wheat 3imports under
the FY 74 Agreement. However, the arrangement for deferval was made
directly between the Mi11, SONEXIM and GXR, and it was in no way to
defer any billings or payments i the U.5. by the Khmer Republic.

There are three tochacco manufacturers in Cambodia: MAC (runufactur
de Cigarsties Carbodge) accounting for about 60 percent of the total pro-
ductien, CKT {Compagnie des Tobacs}; and MKT (Manyfacture rhmer des
Tobacs).

The first shipmenis of tohalco under the CY-71 Agreement arrived in
September, 1971. 992 M/T were delivered within che next 12 months. The
£Y 72 Agreement supplied 1,367 M/7 all detivered prior to October, 1873,
The first two year's deliveries consisted solely of bland Virginia-type

tohaces leaves. Rlack tobacco, very popular in some iocal brands, was

st411 harvested in the provinces, In 1973 and 1974 the supply of black

tobaceo became quite an issue. Adequate quantities seemed not to be
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available in the U.S. It was agreed that if U.S. could not supply black
tchaceo Teaves under the PL 480 program, GKR might be able to use the
ESF for purchases in the Philippines. Two purchases were authorized
through the ESF channel.

The FY-74 Agreement provided for 750 M/T bul oniy 479 W/T reached
Cerbodia bet June and September, 1974. The balance was lost on the
¥/S Habariy, sunk in August, 1974,

Cotton Fiber

t

The sole end-user of cotton fiber was the SCNATEX Spinming Mill, whe
in turn uscd 50 percent of the produced yarn in their own weaving milis.
The balance was sgid to ¢ number of small or medium size weav1ng
estebiishments.

With a monthly recuirement of some 250 M/T, the first PL 480 Agree-
rent {CY-71) provided for 3,048 M/T but only 2,721 were delivered between
December, 1971 and February, 1973. There were considerable delays and

Yicaticns in transshipments. The CY-72 Agreement deliveries of

omp
L, 307 M/T started arriving in March and ended in October, 1973. There

U"t

wora no further deliveries of cotton fiber under the PL 480 program.

Cotton Yarn

To conplinent the weaving indusiry's vequirements, cotion yarn was
ircluded in a1l PL 480 Agreements. The first 1,610 M/T (under CY-71}
vere delivered between November 1971 and August 1973. Of the CY-72
Agreement, only 140 M/T were procured. They arrived in September and
Qctober. 1673. The last shipments were 837 M/T, uncer the FV-74

Agreenent, which reached Phnom Penh between May and November, 19/4.
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Yegeteble 0il

Vegetable o0il was included in three PL 480 (CY-71, CY-72, CY-74)

Agreements. 981 W/T errived between Augest, 1571 and February, 1972; 986

¥/T between March and June, 1973 and 700 M/T between June and September,
1874,
corn

The iast and most recent item to be included in the FL 480 assistance

program was corn Tor enimal feed. Under the FY-74 Agreement, 4,432 M/T

were delivered in Noverber, 1974.

“

F.  Sumrvary: Cumulative PL &80 Title I Agreements

—rre WEpreey

PUANTITY DFLIVERED
11”1 metric cons or
their equivaient)

VvaLUE
(inn $000}

pEaE l-&.-

Rice CY-72,57~74 ,FY-75 473,786 221,769
.ﬁr;’hcaz: Flour cy-73, CY-72 37,091 3,199
Whoat cY-72, Fi-74 42,835 5,717
Tobzozo CY=-71, FY-T2, P-4 2,838 5,821
Cotion Fiber Cy-7%, CY-72 8,022 6,290
Cottorn Yarn ov-T7i, CY-72, ¥Y-74 2,557 5,840
Vegetable Qil cy-73, CY-72, ¥Y-74 2,567 1,283
Corn FY-74 4,432 571
Grang Total 250,430
Note: AID - CIP disbursements through March 31, 1%75 for transport
of rice and cther PL-480 commedities totalled $47, 85,195,
Purther disbhurscaments are Lely parcicularly for the airlift
{transportation is not included n the above figure

T
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Xil, Refugees - Problems end Response

L. The Befugee Plight - 1970-187%

=

The moverent of refugees is @ chronicle of the war from its outset to
the fall of Pnnos Pen Amrzﬁ 1975. Despite &l "refugee figures"”
proffered by verioys sources, the real numbers of homeless have never been

known and, presumably, never will be. [t seems to be a fact that the

rF

great

3\‘

mzjovity of refugees fled to GKR aress. OF the numbers who,

*
-

yolunterily or involuntz~ily, found themsaives refugees cutside theosa

sveas end Tiving under Xhmer Communist rule we have no gstimate. Depend-
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umstances there were known to be some who, while counted
2 refugzos, ranaged to continue to return 1Q their homes by day to
continue fTerming, retresting st afght to the protection of ths GKR.
With the autbrean of cencrel hestiltities in May, 1970, large numbers

ef pyra] Fhrer - JACIYICUE

s, Tamilies or entire villages -- began to
abandon their homes ond Terms. They moved elsewhere either 1o avoid the
fightiag or 7 escape {rom the conmtrel of one or the other of the two
gooosing sides. Most of those who fled in 1570 and in the ensuing years

of war chose o rave inte the security and relative freedom of the areas

centrolled by the Governnent of the Khmer Republic (GkR}.  Initially,
these refucees required 1ittle assistance and for the most part were able

recuirerents became greater, wore coaplex, and rore yrgent,
Ry the end of the war in April, 1975, the number of refugees com-

prise¢ zlmost half of the entire population under GKR ceontrol. Many




refugees by this time were completely dependenl on putside assistanée
for survival. Concurrently, the social and economic condition of large
seaments of the Khmer civil popuiation had so deteriorated that it
became increzsingly difficull to distinguish between the needy refugee

and the needy urban worker -- or the needy seldier, for that matter.

ey

hus, peradoxicelly, as the refugee situation became more and mere

€3

ritical, it was a2t the same time less and jess readily identifiable as a

distinct problem. Rather the plight of the refugees becare inseparahle

=iy

ror the larger social-ecenomic collepse of the whole country.

The Eerly Years - 1070-1871:

In the %egiéning years, the war in Cambodia was charecterized by
swail scaie fighting, with few dramatic military reversals of the GKR
but with 2 gradual expension of Knmer Communist control. The abandonment
of thausands of hectares of rice land and the interdiction of major lines

=

of communicaiion by eneny forces produced & configuration of isolated

Y

provingial enclaves in Carbodia, none of which were self-sufficient in
sasic foodsiuffs. These enclaves (Kompong Thom, Kompong Cham, Svay
akeo, fempot, and Kompong Sor:) became dependent on Phnom Penh
and its scarce resources te supply them by air or water transport with
rice and other essentizls for survivel. The rostilities also caused the
3§rcsiéng and displacement of @ significant percentage of the Khmer
nopulace. Thousands of rural Khmer were forced to abandon their homes
and farmlands. Riding on cattle caris and bringing with them their
personzl possessions end food, they sought safety in and around district
and provincial capitals and enclaves. In the early years of the war,

these farmers were for the wost part absovbed by the Khmer extended

family system and were able to resume farming{élthough on 2 smaller
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‘I’ scale than before) on unused plots of land on the edge of provincial towns,
or were able to find minimal employment as laborers in the towns. There
they settled down to wait for the time when they could go home again -~
for the general feeling at the time was that the war wouid be of short
duration, ending in a restoration of control by the GKR. Thus, the early
Khmer refugees were able -- at Teast in the beginning years of the war --
to relocete end to again become self-supporting. For the most part, their
syccessful rescitiement was possible because of the viger of the Khmer
econcmy, especielly the agricultural sector which produced food cheaply

and shundantly, and becsuse of the strength of the Khmer family systen.

Unfortunately, neither of those two factors continued to cperate as
effectively during the later years of the war, and the predicament of the

refygees grew nore difficull

Q The Years 1972 and 19732

! During the third end the fourth years of the war, tne character of
the conflict chanced dramztically, and the small-scale Tocalized fighting
of the early war inexorebly developid into large, set-piece battlies which
lasted for weeks and even months. Agein, the wain focus of the fighting
centered on fastern Cambadia. In the spring of 1372, the Khmer Communists

launched the first of a series of coordinated military operations which
ST My

ultimately wrested most of Kempol and Sv&y Bose provinces from GKR contrel.
In the wake of tnese disastrous military reversals, the refugee situation
in the GKR controlied areas changed significantly from the pattern set

in the previous two years. First, the movement of refugees was much
%gr@er, faster, and more localized than before. The battle for Svay

‘\hﬂ

‘I’ ésr"‘a?ene generzied within a few weeks more then 40,000 new refugees,
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25,000 of whom fled intc the very small Svay ggggﬁ§rovincia1 capital.
The rapidity of these later Khmer communist atiecks made it impessible
for $ural Khmer to psck anything before they were forced to fiee.

Many were eble to escepe with only the clothes on their backs.

Secend, when these new refugees finally did reach the safety of the
urban centers, it became guickly apparent that the Khmer society was ne
longer capable of receiving and supporting them. The once vigorous
Khmer economy wes siowing dovn in the face of continuing enemy dis-
rupticns end refucees were unemployed or able to find work onty two or
¢ <ays 2 weeh. The Khrar family system was also taxed to the fullest,
end urbsn families were no longer able to take in refugee relatives as
shey hed done in the past. In meny cof the refugee-swollen towns, home-
less mewcomers were oow forced to build patchwork shacks along the side
of the rozds and in vacant lots.

Thirg, food, pavticularly rice, was scarce and getting expensive.
Expanding Khmer commmnist control took more and more farmland out of
producticn. Not ensugh food wes being produced internally to support the
o make ratters werse, the continuing interdiction of key
Cambedian reads mads 1t increasingly difficult for the GKR to move what
focd trere was 1o those aress which needed 1t most. Several Knmer

provincial capitals such as ronwot, Tekeo, Svay Rang, and Kompong Thom

and were forced to rely heavily on air support to bring in badly needed

g the Khoer Communist side, 1972 witnessed the first instances of

Jarge-scale population relocation.  In Svay é%é;? Kompot, and Takeo

1 . e b MR o 4R A T U
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provinces ,the Khmer Comrunists uprooted entire villages and herded all
of the inhabitants into the hinterlends for sconomic exploitation and

political indoctrination. Many of these relocated Khmer never survived.
R

E‘;-Us"":

fter the battles for Svay ﬁ&ﬁéiénd Kompot, the Khmer Communists in the
£211 of 1972 gained contrel of large sections of Kondel and Takeo
provinces. These massive humanitarian and economic problems created by
the enemy offensive were met with less than an adequate effort on the
part of the GKR because the latter had neither the financial, institu-
tional or personnel resources to crganize an effective refugee relief
program,  Conditions ameng the civilian population continued to
deteriorate repidly country-wide, and on August 10, 1872, the GKR made
s formal apneel to the United States and other friendly governments to
Lg% N

‘Ii provide assistance for refugees and yictims of the war in Cambodia.

teayvy concentrated Knmer Communist attacks continued in 1973,
irevizasly Toliowed by the movement of large nurbers of destitute Khmer
inte towns and cities which were aiready overflowing with refugees and
which were unable to support any more. By the end of 1973, the revugee
situztion in many of the larger Khmer towns was desperate, serious heaitn
problems becare evident and thousands of Khner refugees were without
kousing, without work, and completely dependent on outside assistance for
their very survivel. Mosi of the resl were somehow finding a way to
strucgle by, but with each new vamer Comrunist gain, with each new reduc-
tien in the food supply, their Tives were becoming more and more
precarious.

Tne Years 1374 and 187%:

qu . After soveral years of steady deterioration, the refugee situation
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appeared for a time in 1974 to be improving. The year started off
badiy for the GXR wher the Khmer Communists launched a drive in early
January which drove te the very cutskirts of Phnom Penh. However, once
this attack was checked, the overall military situation fhroughomt the
country began to improve. In Hompong Thom province, lecal GKR units
grove inte Ehmer {ommunist-controiled territories and freed approximate-

1y 30,000 Xhmer refugees who volunterily followed the Government troops

[

o

sack o the provincial cepitel. This operation also added 10-20,000
hectares of riceland to Governmant control.

$imilar pporetions took nisce in Siam Reap, Battambeng, Pursat,
Yorpong Chhnang, and Fompoeng Speu ervTﬂC‘S, and within the first six
wmonths of 1974 approximately 100,000 Khmer vrefugees fled the Communist
contralied aress and roved in under GKR control. With the security

sityatisn cunerally botter than before, meny refugees who had previocusly
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to their abandoned farmlands,

with the raost sienificant movenents teking place in Xompong Chhnang,

eok Losung, ond along Routes 1 and 2 near Phnom Penh.  In the

cities thenselves, the batiered Khmer economy began 1o respond in early

1974 to improved security and continued 0.5, ecenomic assistance. Many
efugees found 1ife Lo be a little better than before.

Unforiunately fur the refucees, however, many ef these improvements
wore shortlived, In the western part of (ambodia, Khmer Communist
pressyre increased throughout the rest of 1974, and in the late summer
targe nurbers of new refugees started to move into the cities,
especizlily inm Battawbeng, Thmar Puck, Qddar Meenchey and Siem Reap

provinces. Pressure alse increased against refugees who had iried to

roturn horme and many resettlerent efforts is Yompong Chhnang and Kompong




Speu had to be abandoned. Many refugees lacked food, and indications of

widespread malnutrition among children became more numerous, particulerly

B

*

in Phnom Penk. Finally, on Januery 1, 1975, the Khwer Communists launched
what was to be their finzl offensive and the GEKR began its inexorable
siide towerd collapse. From Januery to April, the military position of
the GKE deterioreted steadily and rapidly. Many refugees perished in

the fighting or under the increasingly heavy Khmer Communist bombardments
of Phnom Penh and the provincial cepitals. The MHekomg -- the jast

surface supply Yine -~ soon became useless as a result of enemy mining

artiilery ond rocket fire on the convoys. Still more and more
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people Fled from the countryside to Phnom Penbi.  In the west. the Khmer

Communists overrsn most of Settambang province, and an estimated 250,000

rew refugess fled in penic to the dwindling encleves of government control.

a;..,«
e

Ir Keak Losung, #n estimated 30,000 refugees suffered untold hardships

during three months of centinuous Communist attecks end bombardment
before tha Lown Tinaliy fell.
ingreasing Comrmunist control also severely disrupted the mgvement

e
¥
¥

of fued and, in pravinces like Hompong Thom and Kompong Speu, theve was
Tittle ar ng food te be had by anvhody, -- refugee, civilian, or soldier.
Malrutrition becane ranpant, especialiy in Prnom Penh, and spread to all
ciasses of the Khmer sociely.

Despite the less of 2lzost all surface corrunication Vinks, food and
medical supplies continued to move by alr 1o arcas where refugees were
concentrated.  In the final weeks of the war the YS-funded airtift of
g€, POL and redical supphies from Saigen to Phnem Penh demonstrated
trng feasthility of maintaining That city aﬁd cther enclaves. despite the

interdiction of the YMekong. The knguiedge that rice continued to be made
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aveijable in GKR-held aresas, plus strong distaste for the rule of the
Ehmer Communists prorpted refugees to Lant nuge to move fto the areas
under GKE conirel whenever the occasicn presented itseif.

Finally, on April 17, 1975, the GKR ccllapsed, and the solution of

the refugee problem fell to the new Communist government.

-~y

B. The Evolution ¢f the U.S, Programs for Refuygee and Humanitarian

Assistance
Until August 1872, the Embessy in Phnom Penh maintained that while

-

lux of refugees into Phnom Penh these refugees were, by

h

there was &n in
ard larce, being ecconsadated by friends and relatives in traditional

timer fashign, The I ﬁassy felt that other donors should handle humanilarien
assistarnce since the U.S. was funding almost complietely all military and
economic 2i¢. The trbassy siso pointed outl that the GKR had not formelly

resyested assistance for refugses. Hownver, primarily duc to

e
e

continuing Khmer €a.v«nis§ affensives, particularly in the spring of
E

Eﬁfigiﬁfmfﬁe sunmer of 1977 ‘vhe saturation point of the Khmer extended
. ' s —. u.s.
femily systern had peen reachecs /Senate sub-cormittee reports esseried
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ieed for refuges aid.

On Aueyst 10, 1972, *he GxR made its first formal worldwide appeal
for aid to its war-displeced refugees. Several dave befeore this appeal
was issued, an AID/Y fact gathering team had departed for Phoom Penh to
review the refugee situation, This feam verified that there was @ need
fer short-ters assisztance i refugees is the areas of food, shelter, and

nealth, 2nd 2izo need for z medium-term temporsry resettlement proyram.

Suck needs were over ard geove fhose peing wmel by the Khmers and by




cther donors. The teem pointed cut the lack of coordinated capability

on the part of the GKR and reconmended that AID grant funds for assistance

to refucess be made available to the UNDP, UNICEF and the ICRC, &1l of

=

which were already operating in Cembodia, rather than directly to the GKR.
The 4.S. Erbassy cencurred in these recommengations.
Ls 2z conseguence of these recormendations, State Department and AID/W

officizls held a series of informel discussions op this subject with

United Rations Childrens Fund (UNICEF), en international organization

d their mothers.

efugees (UNHCR), encther UN

24 to providing assistance

. @ thicd UN organizaetion

the GhR was requesting refugee

rograins opgrating tn Cambodia

incprease 10 fheir sctivities
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Camhogdiang residing within the Lnoer Republic,
BRICEF was operating in 1872 2 small child-feeding program in

Cashadia. Trey also built and equipped redical disoensaries ard trained

personnel. Alihough the UNICEF rogram was not imediately expanded
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KR appeal for aid, that organization did over the
next two yzars play an increasingly energetic assistance role. UNICEF's
primery emphesis was placed on child feeding and maternal health programs

which they carried out in both Phnom Penh and the provincial capitals.
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Tn the latter days of ithe GHR, they were most effective in purchasing
and bringing to Phnom Penn, owdered milk, high protein foods, and
medical supplies {flying in these cormodities after surface transportation
nad heen cut off). Their other major accomplishment was to take over the
int and coorginating the distribution of rice and
other cormocities under the Title 1o program.

The UIDP did explors the possibiiity of revamping {with additional
15.S, Timancial suppori; some oF TS sxisting development activities in
Combodia with the gonl of assisting Khmer refugees. UNDP was willing 1o
expend, with specic} USG financing, jts projects for urban housing and
sanitation. Dut AlD considered the UNDPis proposals to be too costly and
tga long range in natyre L0 Lopo successfully with the short-term
grerconzy relief nerds of the auickly expanding number of refugees of
Panon Perh,  Uitimately, the prospect of UNDP getting involved

in emercency reliey needs was ruled out by both the UNDP's New York head-

refucee relief and resettiement had fziled, the 4.S. turned to the fall-
pack positien rocursended in the AIR/Y repurt, i.e., bringing in outside
voluntary agencics io administer the assistance.

1. The Work of the Internztional and Anerican Voluntary Agencies

Thereafter in iate 1972 and early 18972, the U.$. Government explored
with a veriety of internationyd organizations and voluntary agencies the

mposperts ang cotential for lhese groups to assist Khmer refugees and

digolaced sarsons distocated by the war, The organizations involved in
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iii The international Commitiee of the Red Cross {ILRC), a Geneva-based

relief group working worldwide on behalf of the various national Red
Cross oreanizations, which had steff in Phnom Penh.

Cooperative for Swerican Relief Evervwhere, Imc. (CARE, Inc.), a U.S.-

based voluntary agency repressnting, and financially assisted by, a wide

2.

variety
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and gther groups.

Cathoiic Relief Services {CRS}), & U.S5. cenominational voluntary agency

Worid Vision Relief Organization (WYRQ), another religious-based U.S.

voluntary agency., whiie not involived in the initial US& discussiens, operating

on its own in Cambodie since 1970 in the areas of relief and medical services.

-ty
adl

Details of the CARE, CRS, and World Vision Relief programs, as well
a5 *hose of other U.S. voluntery sgencies who later agreed to operate in
Cambedia are included in the atrached January, 1974 TAICH Country Report

‘ on "Development Assistance Programs of U.S. Non-Prefit Organizations in

v
asly
7y

Khmer Renublic (Cambedial)®. Other relief programs mentioned in that
report are those of the American Hational Red Cross, Christian and
Missionery Alliance, Direct Relief Fo&ndétion, Thomas A. Docley Founda-
tion, Inc.. National Council of Catholic Laity, Seventh Day Adventist
world Service, Inc., and World Relief Commission, Inc. of the National
Association of Evangelicals. Several other volags beceme invclved in
Cambodia after the TAICH Report was prepared, including the Asian
Christian Servige, the British Save the Children Fund, and Lutheran Werld
Relief.

The bulk of the relled efforts, howey i, were carvied on by four
organizations -~ ICPL, CARE, CRS,a§§VRO -- 211 of whose Cambodian relief

ctivities ware either entirely or substantially financed by specific
¥ e

evgﬁyi for TCRC. |
86 aranis/ (encesuently, the belarce of Tnis section of the Report is

.
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devotec primarily io the work of those four agencies.

As the fmerican Embassy developed its own small refugee staff, an
jnitial grant of $30,000 wa. made by the USG to the ICRC on December 1,

1972. The grant waz generzl in purpose, for assistance to refugees ang
Y v

displaced persons in the Khmer Republic. In December and January,
discussions were held with 405 and CART in New Yorh, following which

represertatives of the latter twe agencies traveled to Cambodia where

nts were signed with General Lon Nol on February 27 (CRS} and
March 2 {CARE}. The first grants to CARE and CRS ($500,000 each) were
sigred May 2, 1973. The first U.S. grant {$25,000) made to Horld Visien

w2s on fucust 24, 1973. This was for purchase of & mobile medicel clinic.

At the incoption of the voluntary agency programming in the Khmer

o+

fepublic it was thought that CRS and the ICRC would concentrate on meeting

L7

mmedizie refuces needs and CARE end WYRO would handle more long-range

el

resettlement activities. However, thn refugee situation steadily
dereriorated and the number of refugees generatad by the increased fight-
ing, or who left Communist areas for the GKR side, dramatically increased.
Food and health oroblems beceme move apparent than before, and because
the extended femily system had reached & saturation point, housing of
refucees 2150 became a big problem. The GKR effort continucd to be
fraomentary, uncocrdinated and ineffective, and the voluntary agencies
were hard pressed to assuage the immediate relief problems of those
refugess in distress. In response to the new nezture of the reflgee
situation, the focus of all voluntary agency programs by necessity

turned to emergency relief. Resettlement, with the exception of the

cmall WYRD program which remained resettlement-orienied, was relegated

to a secondary aspect of the other agencies' programs.
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Although similer to each other in many respecls, lhe valuntary
agencies working in the Khmer Republic were also differeant in some ways,
each manifesting & distinct and unique personality of its own. These

differences could probably be traced, in large measure, to differing aims

- r

gnd directiors of the various agenciss' front oftices. This paper, how-
sver, degls only with actual operetional differences in emphasis among
the cgercies' refugee programs in the Khmer Republic rather than attempt-
ing to examine abstract philosophical differences and nuances in their

crzrters. The exploitation of these differences in a

sansver consonent with individual voluntery agency interests usuaily

v

i nrograms, bui friction sometimes developed when

ictuted directing an agency into an area contrary to what
nterests. Many of the proo’ems exper ienced by and
A

b

ributed to the absence of an overall plan and
quidelines by the GH

The ICRE correctly perceived its position vis-a-vis the Amgrican
Erbassy to be different from that of the three American voluntary agencies.
A5 arn inzernaticnal agency, the ICRC wished to be independent of the

Except for the original $150,000,

to the ICRC were made as part of our contribution to ICRC's total program
for the three indochine countries. Ho formal agreemsnt was ever reachsd on
either the spaecific amount te be allocated to Carbodia within the total
program or on the specific activities within the Caubodia program. As
a minor coniributsr to ICRC's budget, we had much less leverage with that
group than with the Americen wolags. Its budget was not subject to the

review and approval process carried out on the other agency budgets by
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fice of Y.5. A1D, nor were its dollar.funded

activities subject to USG audit. The ICRC, however, was required to
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follow the same reporting reguirements, and its programs funded by riels

generated uwnder the Commodity Import Progrem were subject to the same
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The mzjor focus of the ICRU in the Khmer Republic was its medical
progrem.  The Commitiee fielded both medical end surgical teams in Phnom
Penh and in the provinges. Those leawms were dedicated, skilled, and
highly respected by both the Fhmer and the foreign community. The ICRC's

reliet effort was channeled through the Khimer Red Cross (KRC] and consist-
ed of rice distributions and also the distrioution of other relief com-
rodities, usually on a one-time emergency basis, averaged over
100,000 refugees per smonth. The ICRC did not set up permanent camps and
distribute rice on 2 continuing basis, elthough it did take responsibitity
for constructing end supporting a few semi-permanent cemps, most of which
were around Fhrom Penh,

The KRC had indicenous personnel stationed in every provincial and

in many ¢istrict headguariers throughout tho Republic. It maintained
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s of rice and relief materials in mostrof these locations,
and these supplies were accessible to provincial officials, refugee
committecs and field-hesed Ministry of Refugee personnel. Thus, because
the ICRC had agents and supplies in the field, it had the best capability
of any 6f the voluntary agencies to react guickly to small-scale refugee
requirements country-wide. Within hours agfter a refugee movement or
local emercency, the ICRC, through the KRC, could offer Timited relief.
The TCRC had its own radic net linking some large provincial centers with

phnom Penh, which also facilitated fast-strike capability, and in most

areas local KRC esuthorities could distrivute relief supplies, within
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srescribed 1imits and without prior Phnom Penh approval.
In areas where the KRC representative, Provincial Governor, Refugee
Committee, or Finistry of Refugees cadre were strong, this quick-strike

capability was very effective. And the presence of the
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wpencies served to dempen corruption.

Overall, the ICRC relief progran’s strong points were (hat it pre-

vided & small but wsually cuick stop-gap relief program, accessible to

275 ang in operationm country-wids, which could assuage

-

fysee needs entil & larger ane  entinuing progrem could be set up by
ons of the other yoluriery agenciss. The ICRC had its share of problems.
1ies Setween the agencies were by choice loose and
gave the KRU freedom to run its own progrem. Also, since the KRC was
soresd over the entire country, communication with Phnom Penh was

aces, 2nd virtually impossible in some; country-wide

£

Penh was thereby difficult.

\
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WYRD ropresentatives were already present in Phnom Penh in February
1973 -- pricr to the first U.5.6. grants to CARE and (RS, WVRQ was
engeged in the medical field, working through the Khmer tvangelical
Church with support provided from private LU.S. contributions, After
receiving izs Tirst U.S. grant in August 1973, WVYRC embarked on what
wes essentially a resettlement program for a small byt select segment
of the refugee population. It distributed rice to approximately 40,000
refugees per ronth, and offered a complete range of support, including
rice, to another approximately 50,000 benefactors per month in its camps.

These services included permanent housing, an agricuitural program
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with small numbers of refugees,it
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in 1

sk g

e ts

each refugee Tamily

e Tand and was ab'e to provide

them on wany aspects of development.

drainzge ditches,

streets, community

buildings and nlots for growing vegetsbles were an integral part of the
camp Jzvout, end excellent food, commodity and madical support was
delivered to the WVRD refugees. A wonthly evaluation and feedback system

was esteblished by WYED io determine the relationship between WVRQ inputs
and vrefugor progress towaerds self-sufficiency.

Beczusy of the Yioited number of refugees it supported, WYRQ was
able o ryn ¢ tight and fairiy successful program, elthough its per
canita cost was high.  In retrospect, WVRO wes not eble to reach many
refucees. VWRD stronaly and successtully resisted attempis by the
Frbassy and the Ministry of Refugees to involve it in more widespread

ralief efforts, isztions of

I
#LCU

o
o
f-‘

It was

tueen WVED and the Cambodizn Government.

i Lo its resetilement

proseiyting in its camps also became

WYRD denied
program, the WVRD
attle against malnutrition

the initial work of WVRO that convinced

gthers that a real nutrition problem existed among children of Phnom Penh.
ERE

-

The CAZE program waes &lso ind

thar reltief, alihough 1t expanded

Tate 1876,

refugees por ronth,

By tate 1974, CPRE was servicing

tially more concerned with resettiement

its relief aspects considerably in

751990
gpproximately THUTNO6-

The CRUE office was oore cautious than the other
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valazs in its anproach to dealing with refugee preblems. It required
detaiied plans and comsitments from provincial GKR authorities hefore
it wouid become invelved in e project. This concerm probably reflected
< interest in carrying cut well-planned long-range development

profects. CARE's snternzl administrative regulations, however, made it

core Gieficelt for it to respond quickly to emergencies. The smald
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cond profecsional experignce, and once involved

CRS had the largest program in the Khmer Pepublic, reaching at its

pesk some U0, 000 refugees per month. 1t concentrated on four aspecls

1. the reception of newly arrived refugees in botn Phnam Penh
gnd the provinzes - eephasic was e on giving the refugees enough

foud, medicines #nd househuld items to sur sive for a week or two while

getting settied:
z. cmall scaic repair and improvement of existing camps;
3. emergency feeding on 2 limited scale suppiied by local

4. - the organization of training programs 10 ease under-
exnloyment among refugees.

The CRS program could best be characterized as full of energy and
eager. CRS showed unbelievable speed in setting up 2 mass-feeding
crogram, temporary resetilement village, making a relief distribution
or distributing medical aig in the Phnom Penh areas. It was truly
evisiseoriented, and did an excellent job in short-run emergency

situptions.




CRS, howsver, wanied to expend its efforts into longer range
economic development projecis. Thig was difficult for several reasonst
E;- The CBS staff wes zood et retief activities but jess exparienced in

USAID* g yiow, heve been al the sxpense of what the USG considered the

cere foporiznt relief prograny ) CRS gidn't have sufficient staff in

country to fully supirvise its ongoing relicf programs, and there was
2 lerse secuent of the refuges nepulation still inm need of basic
survivel rulief who wure not being helpeg; 3 Constraints on local

Py

currency restricted expansion of all programs and manpower, and 4.}
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for development efforts was not availabple to

alicw for ruch food production) ‘econamic development expansion over what

-

CRS provided enervcency relief for large numbers of refugees in camps

w

which were for the pust part Lemporary in rature and built to provide
minimal sha
ware innovative and its indigenous staff was talented. More than any
cther veluntary agency, CRS®s American staff visited field sites en &
regular basis; however, some of these field mon were inexperienced and
none were lancusce-guelitied, so they were not as effective as they could
have been. While CARY ven alwost all of its programs within the GKR
structyre, CRS, inr its hurry to get the job done, often failed to
coordinate properly with the bost governnent and the other voluntary

agencies. This was sometimes 8 source of minor irritatien. In many

respects, however, the (RS refugee program was the best of any of the

ver for mexirum rumbers of people. ItS child-feeding programs




~to.

voluntary agency programs in meeting o needs of
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the Khoer refuyces situation, and it was successful in giving emcrgency

rolipf znd redical zssistence to @ significent number of reed Bhmar.
¥

During the initial phase of the voleg cperations there were, wider-
ays in roving to the level of actien desired. In the
abgence of any stronc lesdership from the GER, the volags and other relief

sodies soucht "tergels of opportunily,” each identifying areas and types
of ohvious reed and responding unilaterally to those necds. Informal

od exchanges of informetion

[
m

meetings between voleg represeniatives pro

1
413

i
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as to voat pach michi be dodng or gontemploting but did notl, in any sense,

»

sroduce a coordinated program, This situation persisted until gariy 1974
when a2 stronger Ministry of Refugees and the creation of the Resettlement

snd Develomrent Foundation {RDF) (discussed below} provided 2 wesis for

o
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caticr of areas of responsibility, buoth in nature of activity end in
s gungraphice) sense, zllowing ROF te focus on resettienent while the
volags concenirgted or emergency relie?, f&cwzng and medical aid.
Despite the iniiiel lack of coordination, the volags plaved an
jmmediate and very active role ir refugec relief. In addition to the
emerasncy relief programs intended to srovide round-the~-clock aid to
newly arrived refugees, CRS, WVRG and CARL all initieted Lemporery
nousing prejects, carried out feeding programs (except for CAREY, and
proviced scme medical assistance. 10G/ICRC yvolunteer modical toams
began werking in hospitals in various GKh-held cities. VIARR (Inter-
naticnal Volunieers for Help and Assistance to Refugeos) provided aid 10

the Cembodiana, & major refugee cenier in Phnom Penh.
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s oa.ivities was inftistiy advenc od from their own

sarent eroanizziions in the U5, or elsewhere. A1D dollar funds were
ferndehod sz rapidly 25 possible and at Tevels high er wugh Lo meel

¢ +zbles For dollar and 4 local currency

$74 that gperations required sub bstantial
rehases of rice on the local market, local
costs, purchase of building supplies and
sther syhztantial local expenditures vesuited in the Mission providing
evereingrossing tums of rielt from CIP and PL 480 generstions. This

, program as the ability of the GER

in the foce of waning revenues, shortages
pericd of genersl inflation. The

a=al currency had, in fact. become so acule that by March

1675 the Missign wir encountering problems in providing funds in the
svmunts prounsed by the velegs. Tnis problen resyltod from the inter-

girtinn of the Merons to e}l traffie, cutting PL 480 end CIP generztions

In retrospect, the role of the American “yolzgs” s easily sunmed
: they 4id the job. Without the experiise and dovotion to duty of
their persomnpe} «ho served in Cambodia, the refugee probliems would
nave proven issurpcuntable, This is 2 tribute well deserved., It is
it is due in large measure
alen z statement of fact. [/ te the nature and temperament of the kind

of indivicual who gravitates to werk in o voluntary 2gency. The volag

taffs were generaily composed of peopte who were concerned, well-

k

rotivated, corryption-free, and unysually dedicated to thelr job.

4
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furthermore, these agencies stretched their resources censiderably to
orovide services in 2 country in which their contributing constituents

had relatively little interest

; their independence and to their serticuler interests did Tways
1 sge pye-is-cye with the USG on priorities, focus, Uiming, ete. There
were some sreas of duplicetion énd overcentralization in the velags'
efforts, some deficiencies in advance planning. some distrust of bureau-
cratic reguistions and eitenpts to coordinate the varicus agency
X aetivities,. But these soritted caps are probebly inevitoble when work-
l Sne with ssell-scale non-buresucratic agencics whose staffs tend to give

sorewhat lower priority thas do their USAID colleagues to the virtues of
efficient administration.

In discuzsing proslers the AID Mission may have hiad from time to time
with one or znother of the volags, it should be recalled again that the
latter were not contraotors, Rather they were recipients of grants, with
2 fairly broag charter under which they could perform tneir refugee
supnort activities. At least one (WURQ) had been on the ground before.

The others (085 and CARL) came in a2t cur recuest, but bath by their own

ceiling Timitations (e.g., on third
country natiopals - TCl's}, they paid a fazir emount of staff espenses --
indeed they paid all salary and allowance cosis of their chief of mission
and a1l salary costs of TON's. They alse brought in supplies purchased
with their own funds. They were also reasonably flexible in meeting
priprity needs.

)

2. The Resettlerent and Deyeloprent Foundation

By the fall of 1973, it was apparent to the AID staff in Phnom Penh

that the voluntary agencies were already operailing at over-capacity levels

LR
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just 1o handle the emorgency relief requirements for refugees, and

that their few ettempis at reseitlement were gemerdlly unreaiistic for

-4

ne GER had no vieble egency or Ministry capable

rent program, and the desire was, even on the
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sading Fhmer officials, to keep the proposed resettionent
itical arena. On the basis of this, the
5.5, Mission 2nd the OKB concliuded that the best modality for leunching

2 resetsleront program would be to estsblish e new Khmer public

rrment rersonnel and budget restraints. The scope of the
nrgrosed refugre resettlonent orggram was spelled out in e tetter from
the Lharge &*Affpires, Mr. Enders, to Marshal Lon Hol, which included
o exteblish villages:

in the viginity of cities and along routes, where

i, and where the inhabitants can combine industrial

and rommercial esployment with agricultural. home industry, animal

1o srepave the ferrain azrd to establish water supply.

4, 5uilt in the middle of prepared agricultursl iands and,
ir cevtain cases, equipped with fish ponds.

e, hosisred at the start with seeds, farm tools, breeding
stock, and the advice of agricultural specialists (adequate outlets for
the sale of fertilizer, insecticide, and other necessary products musy

be orcanized on an inexpensive and rational basis}.

e
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f. Besiored not repeat not to serve as permanent communities,

bat 23 temporary sottlements for the duration of the war.”
After consicferable discussion with the GKR and other influential

ghmers, the cemcept of & seri-zutonomous foundation responsible for

reseitlorent and oroduction wes accepted. On February 20, 1974, Marshal
recognizing the Foundation as having lTegal status.
significantly, not inhibited by GK

Tzrgely cutside of the regular GKR

ld, for instence, pay higher salaries than did tne
te to attract top-notch management and technicians--
sung busincsswen, who were well educzted and able to

<
tre uoper Tevels of Cambodian society,gﬁﬂn

‘I& Marek S the U,%, ¥issior gave approval to the RDF's plans for the
talanco of FY 1874, The plans included: (2] establishing a headguarters

nd statf, I8} resettling 5,000 famiitdies within the shoert time-

frame of the remsinder of the 1974 dry season, and {c} production schemes
5 achieve this goal,the @KR guthorized the

or reseitlerent purposes, any public or private land not being

anners realized that for the immediate future the

military situaticon would not permit reel progress towards permanent

resettiement of refugees in areas from which they had fled, and use of

idle land was sutherized only until the ond of the nostilities, so

DF was defined as & temporary measure until the end of

the war.® Tre rosettlement effort was to consist of previding minimally

adecuate housing on small plots of land clese to the protective security

serimeter of towns ond enclaves. AlD besic necessities were structured
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into the EDF program, including certain planning and engineering works

-

such as dike construction, voad and other temporary infrastructure 3mprove-

ments, housing, mechanized cuitivation of the lamd for planting, provision
of tools, eouipment, seeds, Tertilizer and pesticide, and other ingredients,

ziong with the technicel advice necessary Lo nut the refugees sack into

In order to properly ceordinate and wonilor the expanded refugee
progren, ingluding the ROF end the build-ur in voluntary agenly programs.
the USAID jncressed 115 refuges staff pogitions from one o seven
fincluding specieiists in ressiilement, sgricutture, engineerine, and

SN
fs the EDF wes being formed in early Februzry, ihmer mititary

¥

gperations seaingl tergets deep in Khmer Communist territory around
vompony Thom were taking plate. As 8 resull of these gperations, by

rhe end of March over 35,000 villagers had left the enemy and volunterily

L7

folleend the friendly army into Xompong Them. This major movement of

-

pecpie from the engmy was significent for several reasons. First, it
WF

was the tirst major volunitery rovement of poople away from Communist

45

contenl. Secord, it showed that the Compurists arcund Kompong Thom were
weak, as they could not muster the strenglh to hoid their civilian

saputation in.  And {hird, 1T pul pressurc on the GKR to react and extend

Fi41t suppory to these recent refugee arrivals in order to preserve govers-

The newly oroanized RUF roved into Kompong Thom and within three
months had corpleted @ wel season resettloment and rice production scheme,
augronting the emergency relief and shelter comstruction work being

careied out by the voluntary agercies, HDF plowed and prepared 4,000

v et . o e s e wE en e e SRR O T
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The BOF resettlement and production plan was o cultivate 20,500

rojocate 15,000 families on this land. This dry season rice project was
seen as an important source of rice for Phnom Penh, and also as a
political and psychological buoster o the morale of the population of
Shrom Penh in terms of erabling them to become productive again. The
aroject had e high priority with 211 agencies of the GKR and with the
humanitarian orgapizations working in the Khmer Republic. The project
was conceived, planned and implemented in close cocperation with all
congRrned sLen ai&5f§§?he GKR Ministry of Refugees was the action agent
for choosing ihe zpproximatiely 78,000 refugees that would participate
in the proisct, Lhe voluntary sgencies were responsible for shalte
ronstruction and relief feeding of the participants, and RDF was
responsible for supervising the temporary construction of dikes and
irrigation ¢anals, digging znd stocking fish ponds, preparing the land
and providing the seeds and other inpuls necessary for project success.
The Yhwer Army Commander-in-Chief was contected and his staff was

-

designated to provide security forces at the various resetilement an

The pian relied heavily on miracle rice varieties and total production

was projected at over 50,000 metric tons of paddy. The ambitious plan

depended on fiming of vizal inputs necessary 10 support the miracle
yaristy rice and various GKR entities were cooperating to
szsi5i in obiaining all of the necessary inputs. The program progressed

well. Plowing and trensplanting of the projected 20, 500 hectares of

rice land was acing weii, especially in the North Dike area. Seedbeds
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had already been laid in many areas and land preparation was going on in

all project areas. ' Cooperation from the Ministry of Refugees was good.

They were locating and registering unemployed refugees who wanted to

participete in the project, and the voluntary agencies were already

deeply invoived in sheiter construction at several project sites. Then
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sary 1975, devastaiing enemy attacks on the defensive
perimeters of Phnom Penh disrupted all RDF activity. A particular target
of the attacks was refugee resettlement villages and RDF rice production
projects. It was apparvent that the enemy was not going to atltow refugees
to retuyrn to the soil end become producers again. By keeping refugees
ron-productive the Communists could con;%que to demoraiize their spirit
and 21s0 kecp the pressure on an already inflation-ridden and weak GRR
BLOnORY .

BDF quickly realized thet most of its work could not be carried to
completion. The Khmer military forces did not have the wherewithal to
protect the resettlement areas, and the dry season rice production scheme
was substantially brought to 2 halt. Since ROF had been so effective, a
decision was made not to phase it out entirely. A grest deal of work had
gone inte sotting up the Foundation and recruiting talented and dedicates
erployees, and despite the fact thet sver 80 percent of the pianned
projects were abendoned, the refugee office suggested cutting the ROF
budget by only 30 to 50 percent. Uel season plans were made to resetitle
approximately 10,000 families fa areas around Phnom Penh in essentialiy
the same areas at the dry seascn projects. This was based on the
assumption that the Commurist forces would pull back as they usuzlily did

during the rainy seison.
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he RDF continued to work where it could, to the north and
south of Phnom Penh. A dry season project at Takeo was started and
come small resertlesent and agricultural production projacts were
started on an experimental basis in Hompong Chhnang, Siem Reap,
Satterbang. Odor Meunchey, and other ereas.

Even trageh the RDF continued to function up until the day when
the Smevicen Erbassy evecuated Phnom Penh, the major thrust of its
activity was termingled when the dry seasen projects around Phnom Penh sl
curtaijed.

Summary

The voluntery sgencies would have liked to have handied the re-
settlzment program themselves. UWhen the BDF was formed it was not
anticipated that funcding would be a problem for either the ROF or the
voluntary agencies. However, in the latter helf of 1974, there
developed & severe scarcity of leocal currency at a time when the
voluntary agency programs were expanding rapidiy. Proposed voluntary
agency programs, especialiy those bordering on long-term economic

though there were significant increases in funds provided.
development, were cut/ With the scarcity of funds, however, priority
was given to ine emergency reeds of refugees and RDF progrems and funds
were in fact cut more than these of the vojuntary agencies.

Despite these problems, there was no tack of interest and support
for the work that RDF was doing. ROF energetically designed and
implemented sound programs o increase agricultural production and
resettle refugees. The steff elicited the enthusiastic support of all
refugee groups ihat it worked with, and also, because of their

professionalism, received cooparation and support from the voluntary

agercics and the GKR.
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For the most part, ROF resettled pecple on borrowed lTand, excepﬁ

ety

n the return-to-village projects where displeced persons were returned
to their original farms. Becauwse of a lack of security, no large tracts
of government land cculd be found to resettle refugees, s¢ borrowed
land was exploited in & temporavry manner by ROF., A1l infrastructure
improverents were oF a8 fieid expedient nature; no permaneat structurel
were built by ROF.

The guantitative resuits accomplished by the ROF were limited by the
ture of the war. But its potential was great and ever-expanding.
Secure land was the key to ény resettiement effort, and the key to the
success of RDF. Even without this, however, the Foundation managed to
execute succesﬁ?ai projacis. Operating $n the midst of battle the RDF ,
gven though losing YTives and property, continuad its_professi:nal work
up until the day the Erdassy wes evacuated. The innovative thinking and
dedication to duty of the BOF staff was admired by 2ll who came in
contact with them. In most people's judgment, PDF was a successful
venture.

L. The U.S. Befucee Progran in Retrospect

.
The refugee program in the Khmer Republic was one of constant  change
and evolution. The reguirements for refugee assistance were never static,
but were instead always increzsing and becoming more complex. Initially
refugee relief was only a matler of distribﬁténg food and other emergency
assistance ¢ isslated pockets of needy refugees, Later, as the economy
faltered and food production dropped, more atiention was placed on assist-
ing refugees to get back inte some sort of agricultural production.
Finally, near the end of the war, the emphasis in retief shifted toward

medical care and mass feeding to stave off widespread malnutrition,
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especially serious among children. In some ceses, it was possible to
peet these changing requirements by expanding the engoing relief "
programs.  In others entirely new concepts had to be developed andﬁpew
egentégé-5§tabiished to implement them. Even as the GKR coliapsed in
April 1975, the refugee relief program was still chenging to keep pace
with the changing reguirements. Had the relief programs been able to
continue, it is probable that they would have evolved into a quite
¢ifferent final configuration.

The zim of the USG-supported refugee program in the Khmer Republic
was to prevent detericration in the health of the most needy refugees
and through resettlement end gther activities, to assist these same
refugees to return to some sort of productive capacity. Several points
need *o be siressed, First, because of the overall Embassy personnel
ceiling laid dows by fonoress and because of policy decisions made in
both Phnom Penh and Washington, the USG was never involved operationally
in refugee relief in Cerbodia. The UGG never directly gave out one bag
of rice to the refugees, never built one house for a refugee, never
resettied one refucee family during the entire five yeers of war.
furthermore, the USG never directly contrelled any cf the refugee relief
programs in Carhodia. we only assisted the relief programs of Khmer,
tmevican, and internaticnal agencies which were invelved in refugee
relizf. These agencies presented their sroposels to us and the USG
approved them depending on our priorities and on the funding available.
The USG's influcnce on the relief program was obvicusly important, but
at no time could it ever be sgid that any of the zgencias working on

refugee relief in the Khmer Republic were working directly for the Us6.

Second, the USG assumed no responsibility for the generation of

g BRIl e arat are iy
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refuaees in Carbodia.

The USG invelvement in
refuges reiief in (ambodis wes primarily motivated by the humanitarian
rracern to belp people in pesd. It should be remembered that the
sim pf the USG was not te assist in the relief of all Cembedian refugees.
smired to assisting only those refugees +ho were in @most
yeosnl need of sssislance and Who, if they did not receive 2id, wou1d
either diz or suffer lasting physicel damage.

The fipencizl and perscnnel rescurces ¢f the uss and of the relief
agencies were 1inited and wers agt encugh to support all of the refugees.
Furthorsore, meny refugees weve fble L0 support themselves and were not
in oneed of exsislance -- at least antil the very end of the war. In
sunrmary, the USE refugee relief program in Cambodia could be characier-
ised a5 an indirect assistonce program -- &5 opposed to & direct,
goerational ome -~ gonlernec with only the distribution of basic
ecrconcy and escronic relier Lo desperatety needy refugees.

The refugce relief progran in Cambodia as §+ ¥irally evelved in late
1874 can best be charecterized, in retrospect, as @ series of individual
relie? aotivities b@%ﬁﬂ togother by past experience and the very close
rersonal relatiens @é 211 ievolved. Basically, there wers five groups
fpvelved in refugee relief: the GKR ministry of Community Development

nd Dofygees, the Resettlement ang Dovelopment Foundation {RDF}, the

s

trerican and international voluntary agencies {the velags and [CFCY, UNICEF

and the 1.5, Embessy. conrdination among 211 five groups was informal --
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but effective, since evervbody knew each other. The volags and UNICEF
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losing weeks a medical sub-committes

was formed. Cosrdination was alse further improved by a general divisien

The OXk Binistry, with over 800 cadre spread around the couniry,
handled most of the refucee registraticns end much of the groundwork
nepded to orgenize distributions of food end other reticf commudities.

The volags did mosi of the sctual relief work, including the distribu-
tion of rolief supclies, the comstruction of emergency housing, the
petablishment of swall scale acunomic and food production projects, and
the treatrent of the sick end mzinourished, The ROF did do some work
with srall, self-neip economic programs, but for the most part concentirat-
od on larce-scele resettlumunt and food production prejects. The

Twhassy never actually becese invalved in the operationel side of refugse

x-(f;

tself to funding the various relief projects

L

relief and instead Timiten
and sonitoring their results to insure that 21l of the agencies concernad
with refucee relief wore cooperating and that they were all addressing

. . L
the tost urcent of the refug

1y f“a

c¢ problems in the most effective manner.
ke general patters for seiting general relief policy and for
respending to specific refugee probless was as follows: the Ministry
would learn of @ refugee-reloted problem from its own cadre or from
ather Lranches of the BKR snd would call & meeting with the volags, RDF
zpd the .mhasty 1o discuss the sroblem and to agree on what should be
gone. If the problem raised concerned emergency relief, one or more of

the vologs would gengrally agree to initizte the necessary relief

program, 0o the uiher hend, if the oroblem concerned refyges resettle-

mont, the ROF alone or with the assistance of the volags would carry




@

¥ast of the tire, this system worked weli. For exssple, afler the

beginning of the Jerwery Yhoer Communist offensive against Phnem Fenh

$p 1975, the Ministry end the volags held 2 series of meetings tike the

one wontioned shbove and within three days they hed drawn up a coordinated

retief oler and Bad started to distribute relief supplies to the approxi=
mately 25,000 refugses gererated by the initizl fighting, In this

particylar  instenge xperience learped during the past was again invalu-
able since the wolags were ussd 20 dividing up a large relief problem
l4ke this along cepgrephic arces with each volag teking full responsi-

Bility for enme arpa. Furtherrore, &l of the volags had faced similar

e

srehlens befors and they bnsw sxactly what had to be done. In thosze

fry ingtinces whers the systew did pob work, it was usually the fault of
the Minfstry for not ¥aowing enocugh about the particular refugee probiem

ags not being able 4o Tuifill the commitments they

fnetituted to report back on what had and hed net been done.)

1Y of the funds for the refﬁgé@ relief program in Cambodia were
suppiing by the USG.  (For the sahe of simplicity,
vhis report makes no supstentive distinction between the use of counter-
nart funds, which are technically GKR funds, but which were generated

oy USS prograns and use of which was centrolied by the L85, and the use
of AID dollar gopropriatisns.) Al three of the major American volags in
Camboiia used their own funds to cover personnel and acdministrative
coste, but most of their ooerationsl Josts were covered by USGH funds.

{1r this regard, speciel correndation should be given te the Catholic
Reliof Services (LURS) for the energetic and effective way they dug up

fgreion contributions for their progran, )

-
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The Isdoching Operstions Sroup {108} (which represented in the three
Indochina coumtriss the refucoe aid interests of both the International

CRCY and the Leawue of Red Cross Societies)
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S wes traditionaily better funded by their perent agency than were the

drericzn voiags. Lven the I3, wowever, was forced to rely on the USG
for approximately 500 of its operational budget es the war ground inte

the finzl monthe end the reguirements for emergency feeding far out-

Qv the Khmer sigo, tho USh funded 100 percent of the ROF budget frem
its inception znd 79 percent of the Ministry's budget during late 1974

inftizliy, when USC susport of the relief programs of the ICRT/I0G
ang Arsricen voleos wes just beginning, 21l of the funds used were given
tn the relief goencies by the means of U.S. dollar grants prepared by
e grants ot this time were open-cnded, meaning that
they could be amended iF more funds were needed, and were worded in the
most ceneral manner so thet the ICRC and the American volags would have
the orezisst latitude passible in addressing the refugee problem. At
this time the Frbassy had only one refugec ofricer, and,consequently,
etelyv ¢cn the ICRC/IOG and the American volags to analyze the
refugee problen end to devise the most suitable relief programs.

¥ grants was a clause directing the relief

et

agencies to sxchange their U.S, doliars for riels at the Embassy only.
tater on, as the relief programs expanded, it became desirable to change
the funding procedures. Thereafter, starting in the sprisg of 1974, the
local currency requiresents of the Americen volags were funded by counter-
part funds released in Phrom Penh after the signing of a project agree-

pent between the GKR and the Enbassy., As for the 4.5, dollar requirements,
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they were still fended in the regular mamner using grants which were
prepered and signed in Washington by volag and USALD represantatives.
{in the fall of 1874, this sysiem was further refined by incorporating

within the grants signed in Weshington some of the tanguage of the

ticn of a mew type of funding arrancement in the
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spring of 1876, the volsgs were esked to syhmit to the Embassy & budget
sroiection which was used by the Embassy as @ basis for the necessary
project soreerents.  Ween the Rhmer Besertiament and Dovelopment
foundation (EDF) was founded in April, 1674, it too were funded with
counterpert funds end it too hed to submit a budget propesal which later
secame the basis of 2 project agresment. The same counterpart system
was 3lsc used when the USG sterted to fund the Refugse Ministry in the
£211 of 1974, For the post pert, the funding procedurcs outtined above
1t 4p that through them the USG was able to transfer to tne
GKE the large amsunts of riels needed to support the rofugee program.
* %« o it o

tgoking back, two generally indispenssble elements of 2 successful
project wers clearly missing in our Cambedia refugee aid program. First
- zn ohvious one ~- it 15 best to have in advance a carefully thought
oyt progrom plan.  As indicated earlier, it was not AID's initial
intention 1o have a sephisticated refugee project and this, coupled with
the vapid growth of the refucee population, put AID and the voluntary
sgencies in & position of reacting as opposed to acting according to a
pre-planned format. Secondly, o be effective, such & large program

shauld Rave arn adequate ministry and American staff to work with it.

- . e ¢ o T e e e TR Y5 P
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The Congressional restrictions cn personnel in Cambodia made it
virtually impessible {considering competing meeds for staff within
the Embessy) to have ensugh Americans to woniter such a program, and

the Binistry irvolved was for most of the project's life not particularly

irce peithor of these "indispensable® elements was present in

Carbedia, the cmargency assistance fumction was put in the hands of

velentary and international agencies, and the tong-term resettlement

ey
Iy
1

function was pleced in the hands of the RUF.
Experience in Cambodia
since the inception of ROF in early 1974 strongly indicates that such

iss can handle the planning and coordination functions in

the sbsence of 2 strong ministry or adeguate Amerdican staff. This
exzerience further sugeests that an indigenous organization structured
along ihe lines of the RUF might replace, or be an alternative to, the

s in haraiing and coordinating emergsncy relief as well as resettle-

though the ROF was priwarily concerned with resettlement and

-

increased agricultural production, it performed the very important
entifying and duly registering the displaced popuiation

7 the Ministry of Refugees was
completely incapable of performing. Based on this effort, the first
hard and accuraie refugee statistics reporting system was rapidly taking
chape. More ioporiantly, however, the first planning documentation
{particularly for rice produciion) was develeped by the ROF. The

slanning for the dry sesson of LY 1974 and goals for €Y 1975 were

extrenely sophisticated and included cost/benefit analysis, realistic

Ny
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production geais, and a vevy realistic assessment of markel requirements
in each area. Had the GKR not collapsed and had the cconomic situation
made $¢ vizbie to provide adequate local currency funding, the role of the

cof could conceivably been expanded to ilake over many, if not all, of

bonn that, as the BOF assumed move plwer, it would have become more
veirerable/competition with other segmentis cf the GKR and the military

competing for political power end contral.

Attacherents
1. Bolier and Local Currency Funding FY 1972-74
2 Dallar and Locel Currency Funding FY 1975
3. Refunse Trengs
4. Erergency Assistence Providec Lo Refugess
5. Sﬁdisaﬁ AssiSEQer - 1.5, Supplied Hospitals "
£. Foreign Medical Assistance
7. fumber of Pa;ient; Treated by Veluntary Agencies
8., TEITH RBepori
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'E'ZZ;E THOMAS A&, DOCLEY FOINGATION, INC.
.2 Post Street, San Frarcisco, California 94102 -- (415} 397-0244

Address in Khmer: Hetel Le Phnom FPenh

try of Health

WEDICINE & PUBLIC DEALTH: Provides material assistance to the Minid
22 otics, hospital

e
facilitvies, Im 1973 sh pged $225,000 worth of premium drugs, antib

and surgical supplies

s
i

FUTURE PLANS: Currently planning to institute laboratory services for existing
Khmer hospitals in Phuos Pinh including comstruction 2ud equipmeat of mejor
laboratory facil.tiss and techuical scupervision and training of Khmer technicians.

PERSOINEL: 1 U.S. {administrator).

nn\&z?: ,":. Exﬁaﬁz QS: 1973:7

b=f

e W s A R o B e - > . e - iy g
ELRANCIAL DATA: Expendirures for CY 1972: $103,82%.
o i A e i, e Xamet § - . . . ¥~

COMPERATIN SOVERIDENT: Government of rhmer.

{Program infermition Teceived Decamber 1973)

gy Ay 5 mag s oum w .
COUNCIL OF CATHOLIC LAITY

N - L LI ¥, T b STy o oy ~ =~ o
sehusetts Avenue, N.w,, Washivpron, DL,C. 20005 -- (202) 656-678%

the Naviomal Council of Cstholic Women and the Nationmal Council of

& SATERIAL AID: In 1972 provided 2 grant of $300 to provide food and

e = . . % o *
informarion received December 1973)

¥ > RN TR F e rwf» .y ;-33-". o T
TH-DAY ADVENTIST CRLD SERVICE., INC.
- A T oy 3 7 o iyl
astorn Avenuve, N.¥., Washinoronm, D.C, 20012 -- {202} 723-0800

UIPMENT & MATERIAL AID: Provided food, blankets, clothing, tocls, and shelter
ge reiief.
DETA: Tn Corober 1973 appropricted 54,000 for purchase of relief
: ; 4

nforearion received November 1973)




*+ WORLD RELIEF COMMISSION, INC, &F THE BFATIONAL ASSOUIAT ﬂ'}& OF EVANGELICALS
642 Scuth Hendevyson Road, {215} 783-8556
¥ailine Address: B 0. Box &4

>ional office, 167/48 Nare Suan Road

Eieverer'? Jaxses Gustafson, Acting Field Director
SUIPMENT & MATILRIAL AID: Respounds rom cooperating orgaunizations
and indepsndent missionaries and Thailang with direct cash
grants for emergency respons i, W sration problens. Also provides
supsrvisicon of similar emergen >gSs Wil - Loed, clothing, =wedicines and
vitanins,

PERZMNZEL: Cooperating organizations donate the services of persomnel during
emergencies.

PROGRAM IWITIATICN: 1970.

FINANDIAL DATA: Euxpenditerss for FY ending 12731/73 not imciuding salaries in
Mhrer, Laos gnd Thailand:
87,000 (approximate figuve}.
Budger for FY 1976 regionmal exigency fund for Ehwer, Laos, aad
Thailand: $10,000,

COOPERATING ORCANIZATIONS : Chriscian ond Missicuoary Allianie; Evangelical Covenant
Church; NS Internat i

bk
R
\-\\_.
Lad
Sr?

- ey 5 A e 2 X »
O(Pragmm informotion reccived Decesber

~= (213} 357-1111

AT o X - o %
Address in HKomer

esarrlied 6,300 refugees in fwo ten acre sites.

o

COMMURITY DEVELOPIENT:

HOUSTING & PLANNING: Built 3 mew schools to benefit 1,000 childrens
iz into medical clinic: built hospital in Phuox Pesh,

PERSOQNEL: 2 U.%.3 1 losal.

(continued}




- - ®
{continued)

RAM INITIATICN: 1970,

TINANCIAL DATA: Expenditures for FY emding 6/30/73: 5112,717,
COOPERATING ORCANIZATION: Christian and Missionary Alliance.

{(Progras information received Detexber 1973}
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¥ur- LOGISTICS/TRALSPORT - S

«

Starting in 1973, ior Spuwsgbgixgy of the USAID "EESEQR WES

" rEe E‘“u - ‘,_..;:.:”;‘ A ~ -

to ensure that the Tiow of v%%&%?g ods inte Cambodia was net inler-
rupted, and that proper ﬁistributian touk piace once these gcéﬁa.ésd
arrived in-Country. Ee?are the war, Carbodia could vely on Tour main
lines of commurication {LOC's) Vinking the country to the outside

hway Ho. 1 between Saigon and Phnom Penh, Highway Ne. 4

*3
el
L
L.
oF
whiy
fﬁ

Tinking the cepital with the deep-sea port of Kempong Som, Highway

. 5 which provided access to the vast agricultural resources of the'.
northwestern pert of the country, &s well as to northern Thailand, and
¢f course the Mekong River which not only connected Cembodia teo the

South China Sea but zlso Phnom Penh to Cambodia's northern hinterland.

In 1572, several sections of Highway fio. ¥ were cut of 7 by the enamy.

In late 1972, traffic on Highway No. 5 wa= repeatedly disrupted by
ensny action particularly south of Kompeng Chhnang, which then became

& transii point for transshipment of geccds from trucks to river barges
on the final leg of the journey to Phnom Penh via the Tonle Sap River.
. . ;"?_) L e B g
In Jdanuary i?:w, - was—the—-turn-of Highway No. 4 Jo-besomc permanently
interdicted by the enemy. Finally, in January/February 1875, the eneny L
succeeded in closing off all commercial navigation on both the Tonle
Sap and the Mekong Rivers. Thus, over a 4~year span the territery
undsr government con trgl beceme nothing more than a ser ies of enclaves

=

which Cﬁﬁ}d\f;jﬁ?“a s;pyirﬂé”ﬁf air and/or river. The cne exception
was Batiambang which, due tw its proximity to the Thai border, wzs abie
throughout the war to bring in imports by rail and rozd Fretazistical

data on selected commodity movement into Cembodia, mainly Phnom Penh,




"

compiled by the U.5. Pacific Military Command which had the ultinate
responsié%iity for coordinating the logistical support to the Khmer
%epabéii, itlustrate {he graduzl closure by the enemy of major land -
and river LGC's that lead to the economic stramguiaticn of the Khuer

Resublic., (A1 figures are expressed in metric tons. }:

LY 1973 {17 Months)

Airiand Airdrop Mekong Road
Rice 3,128 3,392 93,237 22,086
POL(Civil & Wilit) 332 -G- 250,355  -0-
General Cargo 5,178 =0 82,777 21,223
Total 8,62 3,392 431,269 49,279

oY 1974 {12 Months)

Rice ~0- 6,221 284,221 332
POL {Civil & Milit) -0~ -0~ 208,392 2,202
General Cargo 2,683 =G~ £9,257 2,182

Total 2,683 6,221 581,870 4,726

CY 1975 [First 3-1/2 Months)

Rice 22,616 1,662 6,126 -0~

POL (Civil & MiTit) 2,573 -0- 4,380 -0

General Largo _ 2,689 _~0- _ =0~ 303
Total 34,858 1,462 10,506 303

Mote: In the above table, airland and airdrop figures represent com-
modity mevement into Cambodian enclaves by USAF aircraft positioned
in Thailand. They de not inciude tonnage flown out of Phnom Penh to

provincial enclaves in Khmer aircraft.

.o : T
. .
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Thus it was that from 1973 to the final U.S. pull-out in April
1975, the USAID ¥ on uwecame heevily involved in the logistics
support of Cawbodia, bath in terms of man-hours and expenditure of -

CIP funds. Sopecific activities either conducted or coordinated by

1. Transshipment of PL 456 comwodities at Saigon.
2. Arrivels/departures and discharging of river coavoys

2t the Port of Phnom Penh.

3. Creztion and operation of a GKR Internal Transportation
Commission. |

&, GKR's rice airlift to provincial enclaves.

5. Ro-supply of rice stocks ot USAF bases in Thailand fbr
zirdrops cver Lambocia

5. Bice distribution system in Phnom Penh.

7. Emergency rice 2irlift from Saigon to Phnom Penh.

= Trznsshipment of PL 480 commodities ot Saigon for ocnward

moveren: 1o Phnon Penh viz the Mekong and/or to Kompong Som Dy sea
nccessitated the AlD-hiring of coaster vessels and tug-pulled barges
R & YO¥ege ér time charter basis. This was done origiha?ly by
HSAID/YE, but the continuing expansion of logistics activities 1§§g

1p tre establisnment in late 1973 of a Xhmer Support Office in Saigon
fuily staffed and funded by USAID/KR. In Phnom Penh, Mission officers
were resporsible for coordinaling the arrzva%* and depariures of

J'v'i./‘w-m -

military-escoried Mekone »iver convoys, and supervising the d1ssharge

e pararwion el v G R

af a1l AlD-finenced carsc. In this conmection, pressure was constantly

applied on the Krmer Goversmeni to tighien up security at the Port of

Phnom Penh in order to minimize losses from pilfersge. In calendar

;éégéﬂg;:‘ =ﬁf
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year 1974, a total of 161 coasters, 196 harges, and 99 tankoers sailed
o

up the Mekong to cail at the Port ot Phaom Penh and discherge over
500,000 metriz tons of civilian cargo. By contrast, the first and
Jact civilian convoy to reach Phrom Penh in 1975 errivec January 31
with twc coasters {a third one wis beached and fcst on the way upl,.

two berges, and one tenker carrying & rotal of approximately $,000

- Twe mejor considerations led to the establishment of en

Internal Transportation Commission in 1974, One was the potentially
explosive situstisn devzloping in Phnom Penb where, more than in the
rest of the vountry the uneven brden of the war wae felt by a

5

refugee-swollen population of over 1.5 miliion pecple. As the capital

-

<] q!p hecame more and more isplated from provincial centers of production
as the result of the enemy interdiction of tand LOC's, prices of most
basic conmidities were climbing inexorably while wages and salaries
stagnated, Ia 1873, the cost of 1iving had increased by 230 percent.

In the Tirst quarter of 1874 alone, shout 20 critical food items

registerad 2 25 percent increase. The other consideration was that

available modes of domestic transportation had fallen prey 1o un- _ .
SCrupuicus parzées¢§ﬁ3betﬁ“tha”pub%ic~and ﬁrivatewscct&rgz A

the interdiction in 1973 of Route 5 by the enemy befwsen Kompong
Chhnang and Phnom Penh, foadstuff and other supplies hauled by truck
from Beitewbang/Pursat to Kompong Chhnang had to be transshipped at
the laiter noint for the journey (o phnom Penh via the Tonle Sap
2iver under military protection.  This atternated mode of transport
gave & tightly-organized and sowerful group of profiteers a golden

opporiunity to extort huge fess from cargo owners, A few figures

S

Lo
v
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wiil serve to illustrate the extent of the i1ticit profits .nde by

ey

those who conirelled the welerway between Komping Chhnang and Phnom

Penk. ({Note thal

e

n those days the official rate of exchange was

=

o riels to U.S. 11.00.) It was estimated that%unéer normal
circumstances, it should have cost about 5,000 riels to ship one
metpic ton of carge by road from Baltambeng to Phnom ?3354 Under

tﬁe road/river method, the mininmum Cost wes 30,000 riels, o difference

of 22,000 riels. Of the 30,000 riels, & cost thet applies only to

*

rice, 21,600 ricis went for river shipment from “ompong Chhneng L0
Phnom Denk, onge third of the total distance betwsen Battanbang and

Phagn Penh.

Since it was estimeted that A tehal of 306,000 /T of various
‘i’ commodities were avaiighle per year for shipment fo Fhnom Penn from

i

Battanbanc/Tursai/fompony (hhnang, the differenca botween road and
road/river costs of transportetion becams highly significant.

30,000 R x 300,000T

4

g biliion riels

£,000 R x 300,0007 2.4 viliien riels

L

6.6 billion riels

i

Difference
A% mentioned earlier, 30,000 riels per ton was 4 special rate
for rice. In point of fact, private merchants paid much more, i.€.

$roo 36 to 56,000 riels per ton, of which between 28 and 43,000 riels

-y
~
= 1

covered the Cost © ver transportation between Kompong Chhnang and
Phnom Penb.
/ . R N . g . » ) »
ifxaﬂtxwgﬂfbr ihis axzsrtfcn~racketwwa§§€he hssociation of River

Carricrs Which made no bones about the fact that it paid private craft
e pats §

cwners 9,000 riels per ton of cerge, with the difference of 12 €0 19,000

<

rieis or more usad m!'s:maf miscellancous. expenses.otherwise-tabeled g

.
T
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tﬁ“*ﬁﬁ'ﬁrsasiai;h*kg§_gggﬁgg;jaﬂdmgney”ie—the~m4éétary estab?igémeat
ijﬁaﬂure safe voyages between Kompenyg Chhrang and Phhom Penh.  The
Association n;yhas&wﬁ*c31ﬁaag was_the breother ot the Rhmer Armed Fsrces
"uwﬁhiefgafﬁ *“Fﬁ‘zfe§t it was powerful encugh to préventAnaﬁﬂmember'craft
B owners from plying the route,
] Whereby in early 1874 there were six vegistered airline companies
é | in Cambodia, the nusher had juwmped to 23 by the end of that year,

with 8 cordined stranuth of 57 commgreiel aircraft. Despite perigdic

: reminders by ithe government thet 11licit incresses in air {freight rates

E

would be severely punished, 1% was conmon knowledye thet no domestic
: private airline adheved to the officially published freight rates.
! Official freight rates applied oniy to the 2ir portion of the freight

garvying cycle, whereby rates cueted by privaete airlines were dour-ito-

door vates, i.e., they included land trancportetion charges from fown

nd off-leading charges. These

3
rd
-
o
L=
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purd
i
el
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gnoffigial retes were cuided py the free-market rate of the doliar on
; ane hend, ard the law of supply and demand on the other. The following

&
is an exomplo of how the sysienm worked, basod on & free-market rate of

A foreign-owned DC-3 aircraft was leased to a domestic airline

kolding the operating Vigense. The lease was dry-wing meaning that
the owner of the aircrafi szaid for pileot, insurance including war risk,

| matntenance, overhsul, ete. but sot for fuel. The airline leasing the

plane has to pay for Tuel, landing fees, cobin attendants, airport

Fa

£
hin g

3
%&f

nd}

I
=4

<. The foreign owner charged 5120 per flight hour, block

¥y
L

[T

t5 Bleck, payible in herd currency. fQuite often, tho practice was

-

for the domestic @frling to sub-ltease the atveraft to 2 private "Cargo
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forwarding Agent.™ For & DL-3 aircralt the fuel cnnsu@ptian ger hour
' . Flight time for one
round trip Phnom Penh/Settanbang/Phaom Penh s 2h.20m. o 2h. 33m.
block to block., The airline’s cost of leasing the aircraft was $120
5 2.33 = $279.60, ecuivalent to 125,820 riels. EBut since it had to
purchase the dollers on the free-market, the actual riel cost of the

lesse was $279.80 X 720 = 201,312 riels, plus fuel, Tanding fees, etc.

Total cost o the airline wes ebout 200,000 ts. (it is worth noting -

thet 2lthough 2 DL-3"s fuel consumplion s 100 gals per hour , the air-
Jine hag to base iis cost on 120 gals because of theft of fuel at night

t the airport.

The Carcs Forwavding Agent sub-leascd the aireraft from the
damestic airline for a lump sum of 432,000 riels. Cross profit for

the airline: 132,000 riels. If lucky, the CFA £511¢d the aircraft with

carge for the Pheom Pesh/Datiambdang trip, although not much cargo was
moving that way. He charged customers 50 ricls per kilo door-to-door

2 full lead, nis

L6+

O

s}
—
oy
(4]

oty
e

o
%

£

[nd
34

*

[ 52 ]
iy
>

which was less than th
revenue was 55 X 3,500 kile = 175,000 riels.

In Battashane, he fully-loaded the zircreft with no difficulty
and chargad e&n gverage of 135 ris 15 per kilo door-to-door. His gross
revorue was 138 X 3,500 kils = 472,500 rie?z.

His potential total revenue for the round trip was 175,000 +
472,500 = 647,500 riels. Of that he oaid 432,000 riels for the sub-
jezse of the aircraft, 12,000 riels for trucking charges, 2,000 riels
for tvuck airport access charges, and about 6,000 riels for ware-
kousing. His theoretical gross profit was 195,500 riels per trip,
st ip fact 3t was less since 1ittle fraight moved from Phnom Penb 1o

fizttembang.




- WE o

G

However, the real big money wes not in air transpertation but

simply in buying-up quantities of Toodstuff in the countryside and

selling them in the capital with 2 3 to 400 percent mark-up. In fact
many of the new airlines were established in 1974 by merchants who

used the relatively high cest of air

(54

ransportation as an excuse to
mari-up the wholeszle price of the goods they owned.

Faced with i{his situstion, USAID established on April 10, 1974,
4 Se-member Task Force en Domestic Suppily end Transportation whose
mandate was 1o work with the Khmer Governcent in augmenting movement

- &

T domestic commpdities by river, air and sea

[+1]
L0

well as procuring

eritical cemmodities for wovement 4o Phnom Penh. The government followed |
suit by anncuncing on April 20 the crestion of an Internal Transport

Conmission {ITC) atteched to the J7fice of the Prime Minister. A joint

plan of action was immediotely drafted, with the two parties agreeing on

a step-by-step approach thal gave first priority o river transportation.

To this end, USAID offered to charter in Scuth Vietnam a fleet of five

-"*-,

tugs and eleven barges. “On June 26 the Commission established a Provincial

=
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PIC) to operate the fleef. As a safeguard against
predictable attempis by vested Khmer erests 1o disrupt 1
implementation, the project was submitied by the prige Minizter to

the High fxecutive Council, headed by the President of *h& Republic,
which approved it on June 23. The following day the first increment

of the USAID river Tieet - three tugs and five barges ~ arrived in
Phnom Penh from Saigon. The balance ¢f the fleet - two river tugs

{plus a harbor tug}'and six barges - wore delivered over the folacw%ng

49 days. Jue 1o failure of the owners to provide permanent crews as




3

é provided in the charter pariy, qualified Khmar ﬁaéiona}s vefehli

: resrﬁéted?by ITC (& total of 6 pilots and 43 crew members). The

2 combined capacity of the }E barges was 6,850 metric tans. The rental
§  . cost of the fieet was $207.000.00 & month funded undef the ﬁgri di

; cie.

The initial cperating budget of 1TC amounted to approximately

$300,000.06.  The exact breakdown was drown as foliows:

Craft Rental 3207 .,135

et
»
[Si]
[
£

Ship's Agent Fee

£a3
L
£

Maintenance

é Fuel ; 9,5ﬁ0
? War Risk Insu» rnce {Lrafi) 56,305

Crew Salaries 8,700
» T{ice Staff 4,800
3 | $301,340

| Hote thai conly craft reatsl costs represented an AlD dollar
- axpenditure, The balznce of the ITC budget was actually funded

in iocal currency, in part under ithe internal Transportation Project

S

ol No. 75-009 signed originally on Getober 1, 1974, for 400 millien i

(- aoaM

“2

rials and incroased a month later to 500 mitlion, mostly shrough
g booking revenues earned by ITC.

The primary objective of this activily was two-Told: (1) to
auguenti existing river transportation assets on vital runs between
Kompeng Chinang and Phnem Penh and Kompong Som-Phnom Penh in order to

increase shipments of critical commodities to the capital and (2) to

farce » decroase in freight rates charged by the Association of River

carriers on the Tonle Sap River in an effort to stabilize market




Batiamberg zad Kompong Chhnang, {2} providing acequate warechouse

space in Hompong (hhnang in srder to achiove @ fast turn-around of
tyuck conveys, and {3} eperaling t+he USAID flaet in the mWos:

efficient and ezconcnical manner 0 foree Freight rates down L0 @

in the symwer of 187+, ITC forrulated and executed an ancillary
operation that noved €0 tyucks and 25 trailers from Kompong Som on
@ sio Gulf of Siam (the escry intersiction of Highway 4 had stranded
shewe venigies) o Kempong Chhneng by sza and river, with USAID

argviding fnce anain the iransportation assets, plus 20 trucks from

within 2 chort %ime o secure warehouse Space with a total capacity
of 6,700 metric tons, of which two-thirds consisted of new hangars
sty and August 1974 at ITC's instigation by & gov vernmental
rice purchasing agency named SURAFA.

The first 17C convey to Xompeng €hhnuwg left Phnom Penh on

Juiy 16, 1874, under Khmer Hayy escort, and returned on July 25,

From that cate through Sentember 30, the ﬁSAIQ-chartaer'fieet moyved

K

approximately 12,000 metric tons of carge {local rice, animal feed,
dried fish, sugar, jucker} to Phnom Penh at an average cost to
EEB " consignees of 17 riels per kilo. The tonnage moved during that

period was aboutl half of what had been projected. Mechanical failures

of two tugs, the accidental grounding of ancther one, the lack of ..\Kﬁ
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cooperation on the part of the Khmer Navy in the initial phase of
the operation, ememy 2ctivity zlong the banks of the river, were
.he immediate reasans: On the other hand, the pressure of ITC's

ke Asscciation af River Carriers to
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reduce its freight rate from 40 to 25 riels in Septesber. During
the whole month of October, the enemy succeeded in interdicting
Highway No. 5 north of Kompong Chhnang to all commercial traffic.

Rathor than keep ihe USAID-fleet idle, ITC reacted ito this situation
by sailing the ficel acress the great laies on the opposite side of
Highwsy No. 5 to the town of Siem Reap which is linked to Battambang "
by Highwey No. 6.

A makeshift loading zone was estabiished near Siam Reap, and
truck convoys orgenized out of Battembang. fieedless to say, these
steps were not cempleted overnight considering that never before had

2 merchant fleet sziled the great lakes between Siam Reap and Xompong

Chhnang. By the tire Highway No. 3 wss re-opened to commercial traffic
in early Hovember, 1,600 metric tons of rice had been shipped from
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auantities of animel Teed and lumber. During that periocd, enemy
activity along the banks of the Tonle Sap River increased considerably
with the vesult that it became more and more difficult for the Khmer

<
Navy to protect conmercial navigation. Finally, in garly January

pwd

975, the ensmy succeeded in stringing steel cables and mines acrass
the river at three points betwveen Kompong Chhnang and Phnom Penh.
‘sipee the battle of the Mekong was beginning to take shape at about

the same time, the Khmer Navy was forced to cease 2}l clearing
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gperaticns on the Tonie Sap. Part of the USAID fleet {3 tuas and
3 barges) became thus <tranded at Kompong Chhnang throughout the
balapce of the war. In addition to alying the Tonle Sap River,

she USAID-chartered flest was used on We sccasions to send emevgency

on the Upper Mekong. The second shioment took place in November 1975
but never resched its destination. Thet particuiar river COnvVOY,
carrying POL and military cupnlies in addition to rice, f2ll into
an eneny ambush south of Kowpond Cham and suffered heavy losses and
gamages.

Because of vepeated mechanicel failures, the original Tonle
Sap fieet never opgrated at full strength. Yhen a tug was held up
for repairs, it vas temporarily taken off-hire. for this reason,
actuel ranthly rontal costs financed by USAID averaged $151,000.00.
G +he other hand, back in October it had been deemed necessary 1o
hire additional cratt from & contracter tn Manila in order to maintain

the projected carrying capacily of the USAID fleet. Two more tugs
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harges were thus turned over by USALD to ITC at a monthly
rental cost of $150,000 which was 21s0 cip-funded. One of these
Twe-yuys was sunk & ronth later by the enemy in the arbush mentioned
sbove. As it turned out, ihe remaining Tive crafl were pressed into
service on the Lower Mekong between Phnom Peph and Saigon to haul
Bl 480 rice and other commercial cargo.

in retrospect, the Tonle 3ap activity would seem to have heen
an expfnsive cperation that 217 short of its target,EZSﬁzvﬁeuTéAﬂet~

«*the’5amﬁ”bc“ﬁaiﬁwefwany*e@f9rt”ECﬁ@E{zEﬁ“?nmpUrsuﬁ%maimaww&ﬁmﬁha%m-

~gnded-in_total-defeat ﬁtgﬂn the positive side, the activity did pwgvade

with an additional supoly of 20,000 metric tons of rice.




of the capital. It did create over 100 jobs, and provided valuabie
training to otherwise under-employed river pilots and crew memuers.

The publicity given to the eperation helped to show the people that

With the backing of USAID, rnegotiations were underway in Saigon and
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three tugs and three bargss of the original
anle Sap flzet at a2 cost of $240,000 that was to be funded under
the DSF, Morsover, USAID had aa option on four excess USAF C-47
airerafh that were to be turned over te ITC at no cost either o
USAID or the Komer LBovernment.

The work of the USAID Task Force and the Intersal Transporta-
tien Commission did not begin and end with the Tonle 3ap project.
Besides the Battambang arez, another potential scurce of surplus
domestic commodities were the three Maritime Provinces of Kompong
Som, Kempot, and ¥oh Kong. In addition to domestic products, ware-

&

tiouses at the port of Kompong Som were £i1led with AID-financed
essential compmodities off-loaded there prior to the sudden clcﬁ&re
of Highway No. & by the cnemy in January of 1974, In the last six
months of that vear, USAID-chartered vessels and barges moved

.

;15,000 meteic tons of genzral cargo from Kompong Som

to- Phnom Penh by sza and up the Mekon
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The cargo consisted

for the most pevs of merine shells (for znimal feed}, lumber and
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reofing materizl {for refigee velief projects). asphalt, paper,

cement, and constroction equipment consigned to the Ministry of Public

transfer 60 trucks and 25 trailers from Kempong Sem to Kompong
Chhnang., Additicnelly. and in response teo an urgent appeal by the
Khmer Government in June 1974, @ special operation was launched to
ship a minimum of 15,000 metric tons of salt from the preduction

tenter of Fampot to Phnom Penh. Salt is a vital commodity in atl
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stz for fish preservation. It was essential that
adequate stocks bo esteblished in Phnom Penh in time for the main
river fishing season that lasts from Hovember through February.

One logistics problem was thet the center of production in Kampot
was linked tp the sea by e nevrow channel. USAID cﬁartered in South

fght drafy barges and tugs to move the salt from Kampot
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ansshipped into other USAID-chartered
4
coasters Tov the journey to Fhnom Penh.t:By January 1975, in excess

£ 16,000 metric tons of salt had been shipped cut of Kampot, of
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been transshipped &t Kompong Som and

commercial nevigation in late January, Phnom Penh had a two month
supply on hand,

un food producticn, and 1% reduced subsiantially speculation on salt
gnd szlt-presérved fish.

Eef@ré leaving the Maritime Pfevinces, it-mu$t be noted_that
HSAID was also responsibie for s&?pping\?L 480 rfté from Saigdn.te
“ompena Som.  The same vessels that carried rice one way were used

ta wove salt to Phnom Penh thus reducihg substantially freight cnsts .

A
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per ton under the AlD-financed charter parties. During the péried:

Rugust 1974 thr@ugh February 1975, 21,000 metric tons of u.s. rice:

were thus delivered tb Kompong Som (note: the total average mﬂnthiy.
rice consumption for the three Meritime Provinces was about 2,&%0. 

metric tons}.

Rice airlift te provincial enclaves. Towards the end of 1972,

access roads tc the provinciail centers of Kompong Thom and Svay Rieng

were cut-cff by the enemy. The task of supplying these enclaves wﬁ;h  o

essential commodities, mainly rice and ammunition, fell at first to -

the USAF which conducted airdreps out of Thailand. However, by mxd-..

1873 emergency airstrips at these two locations had been either built

or restored. E%%“ﬁﬁﬁiﬁ“ﬁissisaagrevafﬁed oﬁ?"ﬁé Khmer Governmeant tﬁr;/rdﬁ4?x’#

organize rice airlifts out of Phnom Penh using domestic airecraft. |

To help defray the cost of such an cperetion, USAID concurred in the

release of counterpart funds. Over the following two years, the

domestic airlift was expanded to service other enclaves such as

Takeo and Kompong Lham. The ta+ 1 number of sorties fluctuated

greatly from month to month, as it was dependent on the availability

of DC-3 type aircraft and/or the amount of rice harvested in éach'  ::-éﬂ;

of these enc?a&es. 'éf times of sericus shortages, it was necessary

for USAID tc lzunch emergency airlifts out of Saigon through an

ppen-end contract between USAID/VE and Adr America, with all costs

reimburced to the former by USAID/KR. On the average, approximaiely
1,200 metric tens per month were airlifted cut of Panom Penh to

shece various enclaves. When in February 1975, the capital itself

became a completely surrcunded enclave, the civilian domestic airlift

originating point was swznched bo gswy&ng Som to serve Kompeng Tbom

'..-5? . .
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Lt
and Svay fieng. By that tiwme the Khmer Govenrment had to coperate

- ceoncurrently Kheer Afr Force rice agirdrops from Kompong Som to Takeo,

tampot, Kompong Seils, "Dos Kanchor, and trom Phnom Penh to Lotek
and Keak leoung.

[

- USAF zirdrons out of Theiland

USAID was aiso responsible for |
keeping an adequate level of rice stocks at U-Tapao. Thailand, the USAF |
base that was the originating point Tor aivdrops on certain Khmer
enclaves. Two technigues were used. One comsisted in backhauling
U-Tapeo, Battembang rice in

Thai truck convoys that carried
military supplies to that northwestern provincial capital. The

other way was for USAlD-chartered vessels to deliver PL 480 rice
from Saigon to the 7

hai sea-port of Sattahip adjacent to the U-tapao

girpase.
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sorties, for the &4 days of the Saigon afrlifr operation, was 13.2 and

Emeygency rvice airlife. By mid~Fehruary 19?5, the mi

te the peint that sericus doubts were raised whether the eka%g River

could be re-opeaed te curmercial navigstio
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dry seasen enomy offsisive. As it became elear that the enemy's efforss

were bert on strasgulating the rapital it was decided to revive and

finaidze an existing conti ngency plan for a US-conducted afrlift operation i "f

to deliver daily supplies of rice and petreleun products from Saigon te

the beleaguered city of Phoom E’th,
£

Minimem da2ily requirewests weve established at 500 metric tons for rice
and 145 metric tons for POL {(gascline, avte dicsal L, and aviatiocn gas).

P 3

On 2 redwbursable besis by USAID, bOD/Saigon undersook to acgotiate a

g ¥

contract with twe U.5. adrlines, VWorld Airwavs and Airlift Tnrernztioual.
Ihe operatien got underwvay February 27, 1875, with three DC=8 aircralt
flying & mexiszum of nine daily shurtles between Saigon and Phuom Peonh
{actusl performenze in the firse few days was nine shuttles on February
27, eloven on Februsry 28, twelve on March 1, fourteen on March 2, and
fifrveen on March 3). The estimated cost of the Saigen airlifc was $5.5

millieop for 30 days. DU-R maylead was 17 pallets of 52 rice bhags of 100

=

i
$da

unds ezch, if.e., 4013 merric foms. Witk T.1.4., Flying Tiger and Sea-
(=] 4

boprd World Alrways as addivional eontrzetors the airlift was expected

to sverage 20 shurtles per doy. However, because of laber problems in
Saigor, pius efeasisnal reductions of shurtles due to security situation

at the Pochamieng Alrpert in Phoem Penhk, the average Caliy nunber of

the average daily rote of vice delivery was 533.5 metric tons,

g B e - am et T e e e e
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A par§ of the DOD arrangemeat with the contracrog one AED~
~£;é§&£ o8 was used fa:'HﬁP ammcwairlift in exchange fét two C-13¢
.'ai?iii ing “I&»f quuc*d “u? Bre 5% s, namely MoGsas and Bi§5e1; fﬁﬂm
ﬁi&?éﬁ, Thuailand. ?he_a?eraga delivery rate was 120 cubie meters

per day, over ¢ period of 135 davs,
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¢ - FINABRCE AND ADNINTSTRATION
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SITTCRUCTION

rescurces which were aveilable to the Missior and the m;nnéf-in
which they were emploved, Conseguently, no attempt will be
made here to recount all fzeets of the Misszion operations.
Hewever, it may be useful e recap briefly a few of the more
significant areas.

m

Cverseas AID Missions are for the most part strﬁcﬁured
aecerding to the seame basic pattern. However, each is molded
te swult its particular environment. and thereby becomes unigve-
in its own specisl way, Camhodia was no ex cception. Conseqﬁﬁntly;;ﬁ
the wartime conditions which prevailed during the four and a hglf'*
year 1ife of the VMission rasulted in zn orpganization and a modus

operundi, perkhaps even more notable for its distinctiveness ané

ithout doubt the factor which influenced most heavily the
structure of the Mission was the congressional mandate whiceh
lirmited rotal U,S. personnel in Cambodia to 200. Of these positcio n

by the Em basgf, S
22 were gpportiecned to AID/ To manage effectively its affairs
within this limitation was a constant burden for the USAID.

or temporarily vacaut

Some relief was afforded through borrowing of unleled/pos&tiens
from other orgonizations Ior temporary TDY's; and on the ave:age

5 or & badly nceded additional staff in Phnom Penh werec




us

wzs the felt meed to plan for what, in retrospect, were
sveroptimistic projections of better davs ahead. An oversimplifigé'_p‘

Tesponse o these evidently conflicting ckjectives was tha xatimﬁaié}
that either development of events reguired more and broader |

assistance than the limited staff and wrogram of the initial

three years could provide.

ffi.;

A% a compromise intended to provide some measure
of relief for the hard pressed siaff in Phnom Penh bur still to
rezain within the personnol constricriams, two support offices

. - .. A, PRpn—— | .. - C - g O wr
werve created. The smaller was in Saigon. Its primary vole was to

s3ssisr Caembodia with logietics. The other, located in Bangkok, was.

assistance to the Phnom Penh "front ling": te provide a base froo
which vo operate {or those wvhose work velated to Cambodian affairs
put whoese physical presence was not reguired in-country continu-

ousliy: and ro serve as a haven for Phnom Penh based personnel
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ief from the avrducus conditions there while
1g these elements of their purview sited in Bangkok.
contract with Continental Alr Services which provided,

&
aleng with ethor service
£lights - eeﬁlv between Bangkok and Phnom Penh; thus,
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neory at least, permitting easy and inexpensive travel and
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communications Setween these points. Air America flights from

4

Saigon for in-country charter work in Cambodia where the airerzfr

could net remain svernight provided a wmeans for similar contacs

with the Saigen support office. Direct military lines to each ef;
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cns permitted instant telephonice eammunxgatlons

The usefulness of the support offices and the eff&céivenass.

£ the stafls based there was the subject of considerable concern

-

and debate. The plan for frequent in nterchange of personnel

»

between Phnom Penh and Bangrok did not materialize as envisioned,

or immediate svailability to the

£
decision uaking core of those officers responsible and most

xnowledgeable. Ancther factor was the inherent difficuleoy of

] E 4 o e - < oy, sn = wrpy - =5 " :
Aride Ifrom largely routine matters, it wss found very difficult ¢

relocete gnd e¢ffectively discharge i@*“ﬁﬁﬁ&bll*tleﬁ out of mmedzata.ﬂ

-

ueh with rthe nerve center, awav f“ﬁﬂ files and records, and where""

o

cecrdination with other concerned officers could net be readily

Given the development of events and the benefit of hindsight,;'
v must finally be concluded that, operationally, the suUpport
aifice concept enjoved only marginal success. At the time it Was
created, powever, there were no illusions that thie was rhe
optimun structure for organizational efficiency. It was born of

necessity te address the urgent requirements of the sharp expansion:

- b




the expansion of rosponsibllities, e fact that it was pre ¢luded
from doing s¢ chafed censiderably at the time. It added ' ':f1jf5

N - B o s

"

of the USAID p*@ﬂram, yet remain w1uh1n the uomgre551onal manaate

on pe nﬂel. - The establishment of the Supnort Office was an Lon t,;

ifo*t to secure addi ticnal management expertise for tner;ncreasgd; f

rescurces made available to Cambodia. The structure was still new ¢

at the time of the coliapse. Given time, refinements c&ﬁlﬁ h&véf
been efﬁecteé and the whole unguestionably improved. Furﬁhe:; th9'? .
vital role glaya& by the Bangkck Support Qffice in the ﬂvaauatmcn
precess must not be overlecked. The existence of this crganiéat;qﬁf; f
contributed significantly to the fact that when Fhnom Penh W&$3;.

evacuated, all USAID's financial and administrative affalrs wmre

Tully in order and complete historical files and records presentﬁy,;”'
exick, .
PERSONNEL

At the time of the collapse, USAID had & total American persanaél;
strength of 3%. Twanty-two of these positions were in hrem Penh .

{including one General Services Oificer detailed teo State) 12 dne
3 & .

Barghok and 3 in Saicon. Within the oversill 0.5, Mission TCN colling

cf £1, USALD had three, two of whom worked in the Controliers office -

Local pogits SRR S Y ey T 3 - LA R R . e ; T o e g
=OCad positions were not incladed in the legisiative x@strxﬂt&cn,g

At the time of the collapse there ware 42 Camboadian emplovees cn tha

rells, 15 Thai and 6 Viectnamese. additionally there were 10 pﬂrsmnalfa

Had the personnel ceiling not existed, there is ne doubt thﬂt
USARID -~ 28 well as other elements of the Mission -- wouid hava

increased sharply in number during 1974 ¢o parailel ayprcxlmately

-
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to the already barely supportable worklead burden 3nd inereﬁib1y
long hours of the beleaguered staff. Bur it must be notved tha;
the results of this mandate were not entirels negative. & very
lean organization meant a minimum of burcaucraey; prompt éecisie as;
sharply defined responsibilities; meetings limited anﬁ'briéf{
and a minimum of internal paperwork. In other words, dis cenntxn{
the cost to those who did it, the jcb was done--and well,

For details of the Mission organization and personnel staf imn“,; ;

refexr to the attached organization chart and staffing pattern.

FINANCIAL MANAGEMNENT
The financial menagement functions of USAID paralleled those

of other Missions to the extent that the major element involved
the overall supervision of the fiscal affaire of the program. From
this peint, however, the eperation, like the Mission itself, migsht

£ ol " =
e wmove remarsed for its unicue facets.

“haps the most notable among these was the very heavy involve-
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ment of Temtroller personncl in advising and cocunselline officials

were miny reasons for this, including the relative immunicy of AID

personnel o pressures which could be intolerable to Cambodian

officizls: the unmanagesble, archaic, Yrench~-style bureasucracy;
the dearcth of qualified personnel in the Khmer povernment; and
USAID's own aggressive poliries of finaneial mans pement, arrival

e el 2 . . > »

ine Iactor which contributed most signifizantly, however, was

itent inflvence of AID's resources on all
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aspects of the Khmer economy, and the desire of those concerned
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to ensure that positive controls existed to preciude misuse.

(it should be noted that financial officars=were nat the anly
ones heavily involved with GOK affairs. For further 4 details
refer to Annex ¥I written by a former Khumer Cabinet_Mlnmster. |
The result of this involvement was to éra#'from the Gcntrollérfﬁfi
zireacy limited time available to contend with USAID intetnél_ 

Tations.  But it had the positive affect, insofar as the

Q)
s
(i

i

3

furtherance of AID's programs were concerned, of furnishing an

P

mirediate source ¢ ¥ information, and allowing considerable
leverage ro effect desirved actions on the nart cf Khimer ofklc1alst,'°

This no doubr avgmented the effectiveness of the financial and

»

oTher resources provided by AID.

Although not unique to the Controller’s 0Office, a predominant

ox determining the way the office functioned was the bifur-

t
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cation of the office and staff between Bangkok and Phnom Penh;

and the further division of the activities in Bangkok between




those svpervised by the resident Deputy Controller. Thus, the

activities for whicn the Contreller was responsikle included threeo
separate elements, plus ancther discrete activity in the Phnom Penh

audit. The physical segaration of the Contreller frowm the first
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Bangkok did not

report directly to him, complicated the managerment of the office

When the 31D program in Cambodia was first re-established,

staffing we . te by limited to five officers including the Contrallerwf
It was decided that to the extent possible, accounting and xﬁpartingff
functions could be handled by the USCM Bangkck Controller. This .
arrangement would reduce the need for Controller staffing and also

ensure the security ¢f fiscal vecords. Asg events transpired, the

& Controliler was asked o perforn as Deputy ARID Affairs Qfficay, and
found it increasingly difficulit to devete sufficient time to his
sonitreller responsibilities, A Deputy Controller pogition was

created and eventually a full-time Controller assigned to Canbodia
errived at peost in Septenker, 1974, ccinciding roughly with the
crganization and staffing ol the Support Office in Bangkok. PuX»uaﬁt

to tne Support OCffice policy, twe of the four American officers
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by=then-deminded by the size and o rraexity of the program.
et Toch Timvanrini—eetiviticsur BEESTe S te, were installed in

Bangirok. Principle among these were the arvival accou unting
respousibility, computation of counterpart billings, and preparatior

¢f the Mission cperations budget. Many specizl assisncents weve

As stated eariier, the plan for frequent interchange of

!gj‘
P

ersonnel inverndsd to facilitazte management of the fragmented

o
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5

Cle~= did not marerialize. The rssult for rhe Controller's

-

£i¢, which experience to a larpge extent was also duplicated by

O
By
l'“i

ether officas, was an irbalance of workload between the tmo
efficers in Phnom Penh and these in Bangkok. The latter tended
to have relatively little to do, except for brief rericds of
intense activity while on TDY, whereas the Tormer were swamped.
The problem was nost proncunced in the final six to pire monrns.

The expansion in the complexitv of rhe prosrar and growrh in
- - =] el

numbers of personnel in late 1974, together with the assignment

b
the managerial coverege of his purview perilously thin.
Cther negetive aspects resulting from the fragmented offices
included the lack of immadiare access to formal accounting records
ered operation of the Phnom Penh

by )

ayed decision; while required
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Baexpgrouvnd was being zsserbled. It alse added con wsiderably to

the correspondence and coordination burlen.




Little was actuallv saved by having the formal accounting

ant reperting responsibilities left in Bangkok. To ensure positive’

contrel over cbligatiens and disbursewments, duplicate recerds had'

te be maintaineld in Phnom Penh. And the savings realized €rom
relief from reporting recuizements was more than offset byfthe

need 1o reconcile the two operations. Further, altho ugh lt smrveﬁ_ﬁ:

documenteation origineting in Phnom Fenh added to th& clerzcai Lurdﬁn,

Another inhibkiting feotor in the internal effi iency of all
UBAID vifices was the persisteny shertaze of local -persannel'af'

sufficient zalibre and a2kill to deal with +he det a;ls cof a- pr@gran

- a

of that magnitude and corplesity. And the management Iinput Lﬁ tha
USAIR pregram and wanagement from any office was ilmwtad only hv

the extent to which there was time and talent available ther&in
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The 1870 recovganization of Controller functions world-wide lefe

missions without in-~house audit respensibility -- or ca ability.
E ¥

&

However, in wiew of the limited size of the USAID managerial staff =

4

and considering the program was then almost exclusively an input

program, the AID/W Contreller recommended that an in~house end-use

capebility be develope This potential was finally realized in

March 1872 when the Deputy Controller was a

0

signed and began

gtaff olso served to

[N
{3’

recrurting and traoining o local staff.  TPh

assist external audit and investigative personnel.




As the Mission matured, the development of the end—u&e?fﬁn&tién'
involved establishment of z planned program of systewat:c and

balanced end-use coverage of all AID-financed and PL 480 connocxtx&si

in Caxbodia. Although there existed no formal requzrement For d01nb;

5G, veports were published and distributed in much the same nanner

fis

5 audiif reports. These end-use :&ports and/or memoranda lncltded
recommendations for corrective sction, when.approprlate,'anéf_'
follow-up procedures were installed the same as for.recommendaéionéi'T
emanzting from external scources. |
In the latter months of the program, although work in pragres&
was continued, efforts were made to direct the work of the sectxon_}:”
more toward finmancial analysis rather than strictly end-use
monitering. This involved concentration on current problaméatééé;
and analysis of proposed activities and/or modifications ofééxiStiﬁg_f

‘ones. The intent was to provide mapnagement with current, usable
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~data upon which te base decisions.

'Eﬁdwuse coverage of the total program was already usuaklv

LumprenenaiVngsge the attached summary--but any slack cabsed

by implementation of the modified policy was to be taaen.up.fxrsﬁj"‘“

ﬂ
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t tc convince GRR authorities that'_
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primary responsibility rested with them. USAID would anlv assi' =“f*;

and oversce. Addit ionally, it was 1nt9ndod to &raw rmore heaVLIvf
upon external audit organizations.

This policy evolved slowly and its effects were not ncticeably

evident at the time of the Ehmer military def “eat. Examples. of
| '=

| . . . . ’

. the changed approach, however, included the organization and

| overseeing of & system to control precisely rice transported .

by 2ir, monitoring commercial Avgas consumpticn at Pochentong,.

zand salt povements from ¥ampot to Phnom Penh.

urther impetus for the policy change was the need to respomns
diversion. (Investigations almost invariably refuted these chaxgé&y}j

reguived immediate or specialized inv&stigatien, and the end-usc¢
secrion was intended as the vehicle to serve management needs in
i this regard.

The Agency orpanization charged with the responsibility for
zudit coverage of USAID/KR was the Area Audit 0ffice located in
Saipgon. This office was responsive to the needs of the ﬁambodiaﬁ

program, as viewed by Mission management, and supplemental

examinations were scheduled promptly when reguested. The'persondelﬁf*

) “

ceiling for Cambodia was always a limiting factor, however, and mn
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a few cccasions delaved or curtailed audit visits. -Other organi-

based in E kex and Iiﬁ,&ﬂﬁ A operatiug frnm Yashington an&

Lo Sl

Vietnam. ﬁepresemtatives om each of these groi BS visited

Phnom Penh every few months, and the Mission b&lieveﬁ_audit'

A notsble feature of the USAID end-use menitoring act1 vi ie&_

was the extensive use of the Phnon Perh office of the Sgul&t&

Generale de Surveillance (SGS). This was a reputable local branch &

of z2n international organization specializing in on-site surveil~

T}

tance of, wusually, commodity handling activities. An example of
¢he effecriveness of SG8 services coordinated with USAID back~

ozs factor in the

Fad

stopping is reflected in the ninimel 5%
movenent of AID-fincniced U.S. rice from the airport talthe CGKR
wareheuses during the emergency airlift. A4 system of daily
reporting by 865 alsc provided detailed zccountability for USAID

of the vice and related losses.
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8 not only augmented considerably the USAID
monitoring capabiliny, but z2lso produced other péripheral but
highly useful benefits. For example they responded to USAID's
request with a thoughtfiul report cutlining many of the means and
causes of petty rice pilferage together with suggestions for
dererying it; they reported attempted bribes; they assisted in
curbing the practice of deliberate tearing of rice bags; and
perhaps most importantly, thelr reports served as a source of
much needed information covering a wide variety of areas. The

cost of the 8GS service--including constant surveillance at

shell-racked Pochentonpg~~was low. The average

zations having mﬂnitoring-regnoﬂsiﬁiiitr included the IIS Qffice:

%
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charje per man daj G00 riels, or less than $35.
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The overall aféitf&ﬂéwasﬁfsurvelllﬁnce'aa?exage of the AID

4
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srograw in lawbedia was probebly a2s thorough as for any in the

Bk

#

us notwithstanding., As-detailed on--the

. 2 o ® LS
worTid, wartime conciti
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ttached summery USAID end-use checked 8.7% of the dollar value

au'

&
by

TP during the life of the progrem; snd 2AC reviewed 18.4%,
for a totzl coverage of 27.1%. Because {or in spite) of this-‘

extensive coverage, no sipgnificant deficiencies were found. For

3

8

this, substantial credit must be given trhe handful of people wheo

guvided this sizeable program during its approximate four years of

Agressive follow-up action on open racommendations was zalso
3 basic szlement of USAID molicy. Consequently only three recom-

mendations romained open at the time of the collapse,

FIRANCTAL RESCGLRCES AXD PROCEDURES

The dellar funds made availgble to the Cambodian prograﬁ-ﬁére ‘=
handled according to standard AID procedures. Summary tables of
anpunts are included in Amnex XIIT, znd their major program uses
are narrated in seome detail in other secrions of this report.

Howewver, given the substantial size of the lecal currency elementsf.?-

ard their impact on the program, as well as some istznctlve aspaﬁts

oi their managenent, it may be useful to recap here certain

i e ol
DLENIIENYS.

-

There were four major componenis of local currency: Trust
Funds, Counterpart A, Counterpart D, and U,.S5.-Cuned Local Currency

generared under early PL 4?ﬁ4éﬁ*38 ents .



Tha formal Trust Fund agreement was szwned on May 5 19?1- 5 
to that date, however, the Mission commenced the use Qf
trust funds, drawing upon 13, 101,592 raels remalnzng-;romnthe
zarlier yr@gram. During the iife of the second prc sram, ;ﬁei
¥ission used a total of 681,55@ 060 riels to pav for’iv-cbuntfy
apératieﬁal expenszes. (This amount 1n¢1ﬁaes 156, 263,00& used

in direct support of the refugee project and excludes 395 685 00@

2
Ei
3
Bl
&
o

ng in the Trust Fund accourt upon evacuition.) The_scurce_
of the Trust Funds was Counterpart A, plus a small amount of

interest.

Counterpart A funés were generated from the AID cip progfémf  f.
and frowm the U.S. contribution to the Exchange Support Fun&; Iﬁ€ '
heoth cases, the regquirement was for deposit of local curréncy ng
rates established for the sales of the foreign exchange for impé?ts;f”
of commodities and relzted services. |

ESF counterpart deposits were calculated by pro-rating 102"1
currency veceipts among the donor countries. Estlmated-proceadsi ]
were deposited periodically, and a2 final adjustment was made |

e
ennually to distribute actual proceeds among the seven participating -

tThe counterpart recuirement fsr CIP was determined by the
appropriate rate in effect at the time of licensing for'privaﬁe
sector {licensed)} imports and at the rate in effect at the time :

of the Financighg Request (Disbursing Authorization, under Grant 612}

for pubiic sector imports. (With a flexible exchange rate exchangc
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m and 2 high level of inflation, this procedure resulted in -

N
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a very complicated counterpari biiling,. Efferts té'simpiifyﬁtﬁe.
basis were cut short by the close of Lue stsxgn.} .

Initially, private 1mﬁarters were *eqnxru& to make aqu a.’
small partial deposit of local currency at the time of 11&&331ng5€".
with the balance to be deposited upon arrival of the CGmmoéitieé,iu
Transfer of the locel currency deposits to the counterp&rt:accoﬁﬁﬁ |
were made upon USAID dilling. Consequently, there was a sﬁﬁstan#ial’-r
lag from the time the dollars were committed and the erhanga.raté .
set to the time the counterpart actually became available.

Not only were large sums tied up in the pipeline, but 'i:?:xe,},-f'--.E
lost value as the riel depreciated. Therefore, in early 19?4
procedures were changed to require 100 percent deposits at the’
time of licensing, and monthly transfers of 21l accumnlated'&epesﬁtgifj
in the Central Bank to the Counterpart account. Billings ccntiﬁu@ﬁfﬁ

to be issued upon receipt of AID/W expenditure reports for

)

reconciliztion of these advance deposits as well as collection
of counterpart on transactions for which advance deposits had mot 
been made. The latter category became particulerly significant
in the second kalf of CY 1974 a2s commercial import licensing ﬁf@ﬁ?éd  :

and PL 480 freighrt became the major use of CIP dollars.

During the life of the program, a total of 54,981.7 million

riels was generated and deposited.
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collapse 53,487.9 had been reﬁeased

the most part refugee programs and

|

| oo £ .
T military budget supnort.
:

- L.8.~Owned iocal Currenmcy and Counterpart D

Prior to June 30, 1974, all loczszl currency proceeds from

PL &80 were U.3.-owned and paid in the form of Currenc:*#,r Use

- Payments (CUP}, .menwy vargent of this amount was uesﬁgnated for -
availakle for ourchase by U.S. agencies

U.5. uses and was /  for in~country administrative costs.

f The BOY was used for Fhmer militery budget suppor:t. Implementation

O

£ Secrion 40 of the TAA of 1973 precluding continued use of these
genervations for military budget support after June 30, 1974,

effectively stopped payment of the 80 percent portlon ef PL 480 .

debts with riels and converted the Saies Agreements to &ollar credxt-'fT

instrurents--with concurrent regquirements for counterpart squivalgnt_
deposits (Counterpart D). The use of these counterpart prdceeds_
was then restricted ro economic development pruposes.

Froceeds from rice sales were substantially below the equiva—;
lent dellar cost, and after June of 1974, even this amount was-not 
availisble for current counterpart programming since it was chaaneled“
to the Centrxal Bank te liguidate z GKR advance to the Countexpart |
Specisl Account of zpproximately 18 billion riels. As a consequente'
the Counterpart D debr, calculated by converting the dollar dis-
bursements into riel billings using the cfficial selling rate on
the date of USDA disbursements, mounted rapidly--to 129 billion
riels by the end of February, 1875. GKR expenditures were already

well above revenuves and the government lebt peosition was steadily

worsening. Accordingly, solution required something beyond simple




_some form of revolving borrowing suthority which could be ﬂsaﬁ'tﬂ‘ﬂ“

of additional governmentzl debt, and the need to obtain
Rational Assembly approval for new legislation caused pratxﬁcred - '}J

delays. Finally, after lengthy and difficuls negotis ﬁicnﬁgfor.'

ﬁ-ﬂ

March &, 1973, a system was agreed upon and placed inte sffect.

The essence of this system was the flow of all PL 480
generations first into the Borrowing Authority Aceount, then into
the Counterpart D Accourt ©o satisfy the deposit reguirenents |
against USAID billings, then on to rhe lounterpart A Account ﬁhmﬁéé
nermal programming occurred. Since the descosic requlrements | | |
exceeced the sales proceeds, the diffevence was sarisfied ﬁﬁfqﬁgﬁ_?;'f
releozses for "Rice Subsidy”, as authorized by the Sales Agreements
Orher aurhorized counterpesrt uses for econcmic devoelopment pu?pé$a§; 1
20 percent CUP payments, etc., were attribured ro Counterpart B'tﬂ_
the extent such funds were available; beyond this Counﬁerpart A |

*

L]
was used. The remainder of Jounterpart A was used for milicary

To clear the way for deposit of z2ll sales proceeds to the hew

Advance Account, the balance still cutstanding under the old debe
was liguidated, using 7.8 billion riels of the total 40 billion
authority. 7This left an effective revolving fund of 22.4 billion:

Twoe "Rice Subsidy"” deposits were made in March, totaATing 22
billion riels. Against the net total of 55 billion riels avallable,_?
transfers to the Counterpart D zeccount totalled 40 billion, Ieaving-

& residual borrowing authority of 15 b*' ion. Qutstanding




Although net 2 problem at the outset, as the Fhmer Republ

Mission matured, 2ll szleuments were affected in varving degrees by

the personnel censtriction of the Congressicnal mandata. Wot the -
leass ¢f these were the administravive suppeort activities.
Logically, all Mission support functicns were cowbined in a JAS

Within the limits of the disadvantages comuon tc-AIB"

A&
¥

fth these agreements, the overall arrangement was rezsonably
sztizfactory zand the USAID support needs adequately met. The costs

rat
o AID from the date of the re-establishment

4

ef the JAS operavicn
of the assistance program in Cavbodia sre as follows:
FY Riel Pavwents Exchan Collar Equivalent
1 2,020,645 2. $ 36,739
22,776,656 147.90 154,000
28,797,887 190.63 151,066
74 64,711,160 340 .52 189,039
75 93,212,034 416.13 224,000
TOTALS 211,518,397 5755, 844

EES

7

|
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A11 navments were made Iin riels using Trust Funds originating {rom
& - ]

CER~owned counterpart. In additieon to financial and vehicular

-

™

support, AID also detailed to the Enbassy a Cenerazl Services

Officexr, and from time to wime provided TDY assistance from




- Embassy Administrative Officer, while the USAID Controller wae
’ ) . :

i
E:

tion and to air issues.

n.
€3
b
[
rt
&
’.:..l
o
(4]
}«h

primerily to meetr the USAID field transportation requirements, but

needs were also less. The USAID fleet was old and for the most
part In sorry mechanical condition--consisting largely of surplus

vehicles discarded by neighboring Missicns.

Bt

IDY personnei--often as many as 10--these wvehicles also sexrved;
the fact that several weve utility vehicles used by JAS; others
were on direct lean te the Embassy; and finally, an average of 5

were doadlined at any given moment because their age and condition

ssigned the responsibility for USAID admimistrative matters,
peluding contracting. Wesekly meetings with all concerned .

Personnel, Security, were conducted to ensure effective coordina-

he particular requirements of the time and place. Notable among

Svatisrics reflecting USATD title to 33 wehiecles for 23
hnon Zenh based officers were misleading because of the numerous

Jverall direction of the JAS operztion was provided by the

fficers on each of the major areas, e.g., General Servieces,

As with most JAS operations, functions were arranged to fico

er

he adiustments made in Phnom Penh was the USAID decision to retain . ]

ts own motorpoosl. This was considered essential

and from work needs. (POV's were not permitted in .

ter June, 1273.) Embassy assets were fewer, but their

-

o
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demanded more by way of

1

s

wintenance and repair oo Tonom Penh
wss ejuipped to handle.

USAID personnel were zllowed use of Wehicles afrer hours

for such perscnal vse as might be found in isolated Phrnom Péﬁh?
This was a logical extemsion of the policy advocated by USAIﬁ'of':J§ :
dﬁing everything possible for a staff working under most érduaus" |
condirions. Excellent housing under the circumstances was aﬁother; :f
and perhaps more basic and important, elewment of this policy. -

fice it to say that all those

i

laboration, su

e
directly involwved applauded thi

Ui

appreach. It unguestionably

d to the morzle of the Phnow Perh based staff and o

COLLAPSE AND EVACUATION

ne milivary thrust which proved to be the coup de grace

hours of January 1, 1975. The path
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from thar point was steadily dowm. The zlready fragile economy

ey

began te deteriorate even more noticeably in the face of the
sreadily worsening military situvation and mounting flood of
refusees. The end was already in sight when the }kkang was
interdicted and the last Xhmer outposts dislodped. Morale plunced

as repeated efforts by the ragped and batrered, but still willing,

Ehmer troeps falled repeatedly in their efforts to reopen this

iifeline. As existing stocks of essential supplies disappeared,
the lot of the civilize population becare even more difficult as

~requent power outages and ¢ritical shortages of water and POL were [i

addad to the burden ¢f indiseriminate terrorist atracks and

incessant rockering.
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Probably in large part because the collapse was comparatively
gradual end could readily be predicted in the firal weeks--
P I T VO BTy o ety gy e - =z 2 -y o3 e Ko | - - T ey b 3
aitaougn thoere vere these who insisted to the very end that hope
vemained and business should continue a2s uwsuzl--the Mission was

well prepared for the final evacuetion when it did come. The

result was @ close dovn in very good order and relatively complete
evacuavion of personnel and records.

~he evaeuation process, using primarily the USAID charter

4 . &y, I WA . - P =
airplene, began in low hey in March. It was sccelera

15

ed in early
Aupril wmtil by April 5 only two or rhree AID officers remainad.

These came out by helicopter upon the finnl evacusrion and termie

raticon of U.5. preserce on April 12, 1v75. ghnom Penh did not

finally capitulate to Kamer Reouge forces, however, until April 17.
URALD headquarters were rraneferred to the supporr off in

Bangiok and operations continued from there without break. The

main areas of continuing responsibility were finsnciszl and

personnel administration, and refugee problums. TFirancial affairs
& Ef
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aprropriate; persommel were housed,

paid their appropriate allowances, and eventually transferred;

and refugees were assisced as appropriate,
all in 2 timely, well-ordered fashion, Except for a few residual

T

o

&
s

transferved from Bangkok the end of May znd the support office

was closed,

functions, all USAID/Khner Repubidic personnel and responsibilities wer
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USALID non-expendable property abandened in Phuom Penh amounted

to $658,301.72, as follows:

Bouseghold Furnirure & Egquipment § 292,973.39
; Office Furniture & Eguipment 62,203.66
? Generators {54) 200,740.23
é Radics, VHF-FM (435} 33,857.20
? Other Equipment i,850.00
§ 590, 824.48
5 Vehicles (31 67.477.24
B TOTAL $ 658,3061.72

The above does not include additional losses of some $10,000 gf'. |
expendable property. nor $1,468.37 of GKR-citled property purchased
with Trust Fumds. Two additional surplus vehicles with an |
é‘i} acguisition cost of $Z,850.C00 had been picked up by USALD/KR from
Saigon but not yet shipped at the time of the collapse. Fiftesn
surplus generators with an estimated valuc of $15.000 each were

also enroute to Phnom Fenh from Vientisne atwtie wime of 1

codlarar, and are now located in Thailland. $26,673.47 of non-
Pen

expendable property was salvaged from Phron
evacuation and later turned over to USCH/Thailand.
It should be noted that the above figures represent for the

mest part original acquisition cost. Most USAID/KR property was

acquired as surplus from neighboring Missions, and actual wvalue
1

et

vss would have been considerably less than that

Because of the lead time and well-ordered evacuation, insofor
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'SAIL local staff whe desired to be evacuatred--
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and virtually all did--were accommodated. Tihuy were moved
through a center located at the American air base in Utopao,

- - -
e
-~

Thailandf te Camp Pendleteon, California, and thence, so far as
ve know, scattered among various sponsors In the U.5. All pay
aﬁé allowances, including severance pay, travel vouchers, etc.,
not already taken care of in Phnom Penh were paid in Utopao.

411 debts due for which bills had been received were dis-
charged iu Phnom Penh prior to Jeparture, with the exception of
handfuvl where venders were notified of the fact that moniles were
being held Zor thenm but because of conditions they were unable to
get to the Ewbassy to collect. In a few instanees where services
were being rendered through the last days, or where payment
vouehers were in process, claims were accerted in Bangkek and
paid in U.S5. dolizrs itec wendors located there.

Phuom Penh staff were individusally responsible for satisfiying
personal debts, discharging servants and the like before leaving.
Xeys to houses and vehicles were turned over to the Enbassy
Adminisrrative 0fficer. Lists of these exist in the files. Affairs
of the empleoyees' Commissary and Club were wound up by the USAID
Contreller, aund the cash zssets remaining after satisfaction
payvebles, approximately $8,000, will be turned over

to the appreopriate Department of State account.

Attachmuenis:
1. Coerating BExpenses by Fiscal Year
2. & uier perconnel invelved in Cambodia ALD program, FY 1971-75
3. UsSAID/Xhmer ?fﬁwb*lC Staffing Pattern {(as of 2/27/75)
4. Statut c‘ zragﬂct Funds.
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Senior rersonnel Involived in
Cambodia Aid Program
- FY 1971-75

U.S. Ambassador to Lavbodia:

9/7G - 97732 " Emory Swank, AEF
9/73 - 3774 Thomas Enders, Charge dAffairss
3574 - /75 John Cean, AEP
530 AfTairs Dfficer/AID Mission Director {alsoc serving concurvently as
Embassy Lconomic Counselior)
ZiFY - #4473 Miles Wedeman, AID Affairs Officer
Bi7: - 2775 Thomas Oimsted, AiD Affairs gfficer,
agpointed Mission Director in 1974
375 - 4575 Norman Sweet. AID Acti 1g Miszion Directo
€771 - AF7E Donnelly Schixn Beput AIG Affairs 0Ff1
Deputy Mission Directo , Rcting Misgion
Director
Bdrinitirator, ALD
&/6 Jokn Hannah -
LT faniel Parker
Caputy
27 T Maurice Williams
g474 Present Jean Murphy
Assisiant Ldminis : East Asta/lecurity Assistance Bureau
%
- Raderic {'Connor
S/7z - 16/74 Fobert ticoter
11/74 - Present Arthur Gardiner
deputy Assistant Admiaistrator
e - 7T Wiltlard Meinecke
8/t - BTz Robert Neoter {Deputy Coordinator)
3773 -~ B/7E warneti Zimmeriy
Jirecior. Office ¢f Cambodia Affzirs
70 - &7 ¥ictor Morgan (2lso Laos and Thailand)
I - EFT2 Solomon Silver
T/TE - FAFR Thomas Qlmsted
BI72 - Tj7e Gerald Kamens
7iTE - 817% Peter Askin
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i 2} Eheer Renublic: Use of Fupd Rescurces
Bor.1 4, 1973 {EB5/72/125)
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L

with commentary by Thomms

Kamens, cerald, and Solo

m iiver, "Cambodia‘s Long Raﬂge
Bewﬁaap went Prospect

memgrandun dated January 6, 1872.

L3
BF b

Rosenthat, Alek, "Final Report.” dated September 24, 1971.

8 "Memorsndum te Lon Nol eon Economic Policy,” dated April 22,
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- Melonyilie, Donald., "Estimste of the Rice import Requirement

for the Rext 1% Months,” 2 memorendum dated September 25,
1572 {transmitied to ALID/W by Phnow Penh TOAID A-206 of
Qeciober 2, 18725,

Dwens, T. Ri ¢herd, "Repert of Rice Situation in the Khmer Republic
and Recommendations for Action.® a wemorandum dated February 22,
1872,

Rosenthal, Alex. “Rice Situation and Sutlook,” & memorandum to
?ondﬁézy Sohlin dated August 30, 1971.
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