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Khmer Republic: B~sic Data 

Area: 172,500 knI2 (66,600 sq. miles) 

Population: Total (1973 estimate) 7.3 million 

' Agricultural production ('ODD metric tons) 
Paddy 
Rubber 
Maize 

Indus trial production index (1969 = 100) 

Price indices (end of year, 1949 " 100) 
Ccnsumer (working class) 
C0nsumer (European class) 

Government budge t accounts (mn. 10'.) 
pcmestic receipts 
Expenditures 
Deficit 
Fureign aid counterpart funds 

Moms supply (end of period, ron. J:R) 
Cl'rrency , 
Demand deposits 

Credit ,(end of period, mn. kR) 
Cl aims on public sec tor 
Claims on private sec tor 

Ba lance of payments (mn. SDR) 
Trade balance , 
Foreign aid 

Int£!rnationa1 res erves (end of year, 
nUl. SDR) 

1970. 

2,732 
13 

121 

108 

523 
475 

4,889 
11,380 

6,491 

13,515 
11,479 

2,036 

7,899 
3,652 

-27.4 

54.1 

IM:F 
Quota: 
SDR net cumulative allocations 

SDR 25 million 
SDR 8.5 million 

No par value has been established 
for the Khmer riel 

Source: Data prov.ided by the Khmer authorities. 

II Estimates. 
21 To end-October 1974. 
·}I As of October 1974. 
~I As of September, 1974. 
il January-October 1974. 

1971 

2,138 
1 

80 

90 

828 
1,105 

4,733 
17,239 
12,506 

43 

20,533 
.17,121 

3,412 

18,496 
4,621 

-42.0 
25.9 

28.0 

1972 

953 
8 

73 

84 

1,095 
1,362' 

6,536 
30,808 
24,272 
9,51,8 

28,902 
22,704 
6,198 

31,943 
8,300 

-59 .1 
66.6 

20.8 

1973 

655 
22 
15 

55 

3,907 
3,460 

10,151 
4~,167 
33 ,016 
14,956 

39,964 
31,270 
8,694 

49,334 
12,803 

-152 .9 
183.7 

23.6 

'. 

1974 

49ihl 
1tdl 

421j 

12,837 .. 21 . 
' 12,03911 

17,47211 
65,48911 
48; 017l! 

n,561Y 
12,489Y 

-144.9.2/ 
175.91/ 

25.6Y 



I, Introduction 

For the last four yea"s the hostilities have domin a ted the domestic scene , 
and the economic situation has been deteriorating as increasing demands have 
be~n placed on the country to satisfy the needs of a wartime economy. Output 
ha s declined in all sec tor :;, communication lines are frEcquently cut, and the 
country, once a major ' expo'~ter of rice J is now heavily de pendent upon imports 
of rice nnd other essentiR ~ s.· At present, the Government controls no more 
than 20 per cent of the lalld area. 

The war is exerting h .. ~a vy stress on the budget. Revenues have declined io 
real terms and p'riority ha -; been given to military out l c ys which now r epresent 
about 60 per cent of ~ud ge i : expenditures. Development Ex penditur es are almost 
nonexistent. Even though che sale of foreign aid helped to ab so rb part of the 
liquidity ge nerated by the substantial and increasi ng budget deticits, which 
gr ew from KR 6 . 5 billion ill 1970 to KR 33 billion in 1973 before foreign aid, 
money supply expanded hy 4tJ per cent in both 1972 and 1973; in view o f avera~e 

annual rates of inflation of nea rly 120 per cent over the peri od , this implie d 
a s ignific.ant decline in r4! a l money ba l ances. The bud ge t situation has continued 
to deteriorate in 1974, rna .. nly as a result of a decline in fin anc ial dii~ipline 
and reduced foreig'1 exchange supplies (ana thus related revenues) cOljlpared to 
1973. For 1974, the budge >: deficit (before ' foreign aidi is now provisionally 
estimated at some KR 69 bi', lion (or 150 per cent of the ,stock of liquid assets 
in the hands of the public in · December 1973), and money supply in the first 
!"l in e months of lY7i.l g rew at an. ~'1nual ratp. in e'{cps~ of 100 per cent, "i.e., more 
than twi ce the annual rate r eco rded in 1973. At th e end of October 1~74, con­
sume r prlces were 290 per cen~, above their October 1973 level" and there was 
no sign that. inflation «as abating. 

Exports fell from an ave.rage of · $75 million per annum durin ?, 1967-:69 to 
$11 million in 1973, i.e., only 8 per cent of 1973 imports. Be,ween e ~d-1970 
and end-1973, official re s" rves fell by , more th,.n 50 pel' ,cent to $2" million, 
equiva l e nt to just I .1/2 m.>nths ' imports. Thus the balance of payments has 
become crucially de pendent upon foreign aid. In 1973, foreign aid a!',.,unted 
to about $220 million; the bulk of which consisted of substantia, shipments 
of r ice under the i'L 480 p"o~ram of the Un ited States. 

The resources made available in the form of cash !trants by a number of 
donor coun trie s and the .Khmer Republic itself to the · Exch~nge S"pport Fund (ESF). 
in 1971, have been l ess than in 1973 (about $22. million compared to $35 million) 
partly because fewer donors participated , in the ESF and the United States a nd 
the Khmer Republic itself made lower contributions. The operation of the ESF 
\vas also hindered during 1974 because some donors were slow to disburse their 
contributions. The pros pects are that U.S. commodity aid (apart from PL 480 
ricel will also be lower in 1974 (and 1975) than in 1973. Althou '!,h U.S. AID 
is hoping to provide aboui $78 million in commodit~ aid (apart from PL 480) in 
calendar 1974, the aid request for the present U.S. fiscal year (starting July 
1974) is still awaiting Conl!ressional approval. Even if the full request is 
approved, the bulk of these funds will be absorbed by freight payments on PL 480 
rice ship;nents (estimated to be at least $50 million during U.S. fiscal 1975) 
and the cost' of iniports of pe~roleum products (about $27 mii l ion in the S3!1le 

per iod) . 
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Th e short age o f foreign exchange prov id ed under aid duri ng 1974 has b een c~r.lpound·ed by th e fact I:hat rUDb er exports , the only significant sou rce o f of fi c iel forei gn exch a n,:e r eceip ts, came t o a virtu.11 s t a ndsti l I in mid-1 974 ; 111·)reOVer , thr oughou t 19 :'4 f ore i gn exc han ge reserves h ave r emained a t s uch a low level th at the auth t'riti es ru l ed out the pos s ibi li ty of a s upp l ementary contribu tion t o th e ESF dur ing 1974 . At the same time, th e subs t ant i a l amo unts o f li quid i ty !!enerated by the budget def i c it during 1974 l ed to a s t eady. in­crease in th e de'"a n'd f Ol fore i gn exchange in the first h a lf o f the year, de sp ite jevd lua ti o ns of the fiel in J anuary (fr om KR 302 to KR 375 pe r U. S . do l lar) and "gain in April (to KR 410 per U.S . doll a r). I n view o f conti nued high de:nan d fo r for e i ~ n exchange in 1974, the .1uti1orities found it necessary to control .ld mini stra t ive l y th e den 'and fo r fo r e i r.n exchan?,e a nd this involved the arbi­!:r a ry r e j ec tion o f appl ic a tions fo r i mpo rt s e ligib l .e in pr inciple. Furthe r, in Hoy 1974 , the a uthox ities ex t e nded the negative li st o f im po rt s for th e Nouveau ~Ia n::he. ~!o nthl y s.r11es o f foreign exchange on the Noul/eau Marche , which ave raged $3 million durin!, 19 73 , were r e duc ed to $1.3 million in the firs t eight manths a f 19 74. From Se pt em b e r onwards, sa l es of e xchange on the Nouveau Marc h e have bee n a t much higher leve ls . 

. A number of add itic nal excha n~~ measures we re in t roduced o n September 19, 1974 , including the es t ab lish'lle n t of a th r ee- tie r fo r c i p- n exch a nge market. A '1arche Libre i s ope r a t ed by the commerc i a.! banI, s whic :, i . s u ppl i ed' with funds from ex port rec e ipt s a nd ot h ~ r ma r ke t supplies and is au thorize d t o sell fo r­~ i g n e x c hange for c ert ajn speci. fi e d tran sac t ions ; s.1 1 ~·s of excha nRe fo r o th e r purposes require prior a u tho r~ za tion by the Nationa l Exch ange Off i ce. Th e ex ­c~3n~~ r~t e fo r th is rnarK~t , . i n iti a ll y s~ t al KR 1, 200 per U. S~ do llar, is to he adjusted by th e autho ri ties in ac co rdance with supply and demand conditi~ns. 'r'le ~ouveau Narc h e i s su!,p li.e d through ESF and se lls fo rei)( n' exch a nge for ce rtain spec · i f ~ e rJ . tran sactions . The exchan ge r ate in t he Nou'leau Ha r che i s determined by auction and a predetermined amo unt of exchange i s sold to t he hi ghest hidders ; hids h ave t o b e above a 'floo r r a t e ' which was set initi a ll y at KR 1,110 pe r U. S . Jo llar ; this r a te i. ad ju s t ed re1! ul ariy t o a l eve l at l e.os t 5 pe r cent above the free ma r ke t rat e. 1.1L1S, o n Sep t embe r 19, the exchan~e r a t e on the Nouveau :'!arche deprec i a t ed ·fr om KR 420 t o KR I, I 10 pe r U. S. dollar; b y October 3 I, the lowes t rate at which eXCCI ,1i1ge was so ld on th e Nouveau j"1a r che was KR 1,600 pe r ti . S. do ll a r . Exch'.1nge is so l d at the ra t es whi ch have .1c tually been offered by t he ind iv idual b idders thus l ead ing to a multi plici ty of exchanges rates a t \ . .'h ich the various tran sact i ons t ake pl ac e. In the th ird ·ma r ket , i.mpo rt s under the e lP proJ: r am of th ~ Unit ed Sta t es a r e finan ce'd a t a pr e f eren tial exch.1nge r ate so me 17 pe r cen t above the off i c i a l fl oor rate. 

The economic di. fficulties ' f ac in~ t-he Khmer au t horities In r ecent yea r<; have been exacerbated by the need to prov id e for an inc reasi ng number of refu­gee s. Current es t irnates Qf th e number of displ ac ed pe r so ns are as high as 2 mil ­lion, of which abou t 1.1 :n il l i o n people were r eg i s t e r e d with the Kh mer authori tic s as refu gees at th e e nd Qf Septembe r 1974. About )O pe r cent of the r eg i ste r e d r e fugees are l ocated in Phno m Pe nh. Thn probl e m_, both soc i al and of copi~g wi th s uch a large nu mbe r of displaced persons, which acc o unt for more than a quar t er of the country's tot a l popu l ation h ave bee n immen.e .. In the first ye ar o f the war (1970), the prob l e~ was gre a tly a ll c viated by t h e str e n ~th o f fami ly ties in the Khmer Repub lic, !lnu ma ny o t th e early refugee s were a ssis t e d in hou s ing and othe r provisions by c lose r e latives. Howeve r, since 197 1 th e majority of r efugees have 
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had to be accommodated in camps which have been established in Phnom Penh and 
the two other princ ipal towns, Battambang and Kompon: ~ Cham. 

The financial bure.en of providing for such larg·, numbers of refugees has 
been considerable for the Khmer authcrities; the exaot cost is difficult to 
estimate, since most of' the expenditures associated ~ith refugee relief have 
not been included in tte budget. For 1974, the cost is estimated at some 
KR 15 billion and may be expected to more than double ·in 1975; these costs are 
not included in the current budget forecasts. External aid to deal with the 
refugee problem ha.s been provided bY ,a number of humi.tarian organizations and 
by some bilateral donors. 

In February 1974, the Khmer Government establisled the Resettlement and 
Develop ~ent Founda tion to assist in the resettlement and relocation of refugees. 
Though its actiynies have been s:nall in scale so far (some 6,500 families were 
assisted in rese1:.tl <\ment during February-June 1974) the goal for 1975 is 
30,000 families, o r 20 pe r cent of the total number requiring resettlement. 
As soon as the ·hpstilil:ies·ce·ase,. the resettlement oE large numbers of refugees, 
as well as ·the pr ovis'i un of certain basic items such as building materials, 
agricultural "'q<.J.ipment and livestock, will call for a very considerable effort 
on the pu t ol . tit", Kh iner GOQ'·erf\ment and donor count·ries. 

11. Produc t ion ---.------

t'",#.i o.."a1 .• Il:CQUnt statistics have not been published since 1969. Neverthe­
less, av-ailorble st-a tistics on production of the main agricultural commodities 
and esl;imates of -i nd'ustrial production show that the war has led to pronounced 
declines in vi.rtu·a lly all s e ctors of the economy and that -it continues to erode 
the r emaining -e'CQnQmi-c b"B'i e. While production losses were moderate in the 
early s t-a ges o f ct be' lola", the ri9ing levels of hostilities from 1972 onwards 
and t he - ,,·,,·sulti.o f} .® struct-i.o.n of many infrastructure and production facilities, 
th" ,dj;slp C/l tion pf · ],.,!-,,, - l:;; I5.<;>lo ·f o rce due to the mounting insecurity in rural areas 
in·te rm-itte nt or -pe tma Cl.ent c u ts in vital supply lines, as well as difficulties 
in:·'>t.:h<!-.-5ul'·pLy -tlf . t:a w mate rials and intermediate proGucts, have accelerated the 
d e cl ine ~.i,n <1g1:;i c ul tuT a l and i ndustrial output. The decline in activity in the 
t e--r-t -i a-ry, "Sec-teL , -w it.h- the po:s sible exception of govE"rnment services, has p'rob­
abl·y Ira an ·in ·lil'l e. -wi -i:'h t-he · tre nds in the primary ana secondary sectors. As a 
whole, it is estiUla ted that in the second half of 1974, total output was, at an 
annual rate, some 30 per .cent of its prewar level. 

11idcsp'read fi ghting since mid-1973 and the struggle for some strategic 
positions in 197'4 have led to a mass movement of popUlation from the countryside 
to the ", it-i",. lind to the destruction of water control facilities, draft cattl·e 
a.Ali ··oche r' productive assets on farms. As a result, agricultural production 
in 'government controlled areas has declined drastically. In crop year 1973/74 
(ending March) ethe output of all major agricultural products was less than half the 
prewar levels and the output of rice was 'less than 25 per cent of that level 
(Table I). A {urther decline in the output of all crops is expected in the present 
crop year ending Harch 1975. 
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Table 1. Khmer Repub 1 ic; Cuit ivated Area and Agr iCllltural Production 
by Main Crops Y 

Acreage (1,000 hectares) 

Paddy 
Maize 
Green beims . 
Peanuts 
Sesame 
Tobacco 
Jute 
Cotton 
Rubber (tapped) 

Production (1,000 tons) 

Paddy 
Haize 
Green beans -
Peanu~s 

Sesame 
Tobacco 
Jute 
Cotton 
Rubber (processed) 

1968 

2,427 
102 

62 
22 
14 
22 

8 
6 

43 

2,503 -
118 

32 
i6 

9 
14 

6 
6 

51 

1969 

2,458 
106 

54 
23 
16 
25 
14 
12 
48 

3,814 
137 

34 
23 
11 

-16 
9 
7 _ 

52 

1970 

1,880 
94 
31 
16 
15 
15 

2,732 
121 

20 
17 
10 
10 

9 
1 

13 

8 
1 

1971 

1,-5 n . 
6 -, 
36 
17 
11 
14 

2,138 
80 
28 
24 

8 
9 
4 

1 

6 

1972 1973 

818 
62 
29 
14 
10 
8 -

5 

953 
73 
18 _ 
14 

6 
5 
5 

8 

570 
11 

9 
1 
2 

655 
15 

7 
1 
2 

4 

22 

3 

1974 
Estimates 

501 

493 

14 7/ 
----------_._-----------------------------------------

Source; Ministry of Agriculture, Phnom Penh, Khmer Republic. 
1/ All data are based on crop years beginning April 1, exc-ept for rubber which 

is on a calendar year base. 
2/ Actual production in first ten months of 1974. 

------------~-
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B. Rice situation 

Rice is of paramoun t importance for the Khmer ReF,ub lic. Besid es being the 
staple food, rice used to be the principal agricultur lll product and a leading 
export. This situation, however, was reversed radically after 1970 when in­
creasingly large quantities of rice had to be imported to compensate for the 
mounting shorttall in dODestic output. 

Average paddy produc tion was about 2.5 million tc,ns in the late 1960s; these 
levels were sufficien,t to allow exports of about 100-200 thousand tons annually. 
Production declined rapidly after the start of the hostilities and the fall was 
particularly rapid after 1971 as the Government p.rogressively lost control of 
traditional surplus area, in the provinces Kompong Ch am, Kompong Thom, and Takeo. 
The only major surplus acea still under Government cor, trol is Battambang, but, 
there also, the surpluse, have dwindled. It is pre.ger,tly estimated that the 
1974/75 crop in the ' Batnmb'ang area will decline to a level just sufficient to 
meet the local requireme " ts of the population in that region. The overall pro­
duction of paddy in gove::-nment-controlled areas in thE 1974/75 season is cur­
rently projected at 493, ')00 tons, but this estimate arpears optimistic as heavy 
rains after a period of ,lrought have reportedly affect ed standing c'rops in some 
regions. 

The decline in total production of paddy h'as been caused by the reduction 
in planted acreage due to 10.5s of territo-ry or insecurity, and also by a falling 
trend in yields. At 1.3 metric tons per hectare in prewar years, the yield was 
already comparatively 10". It fell to leSS than one .,.:etric ton per hectare in 
1974 as , a result of the destruction of farm machinery, the difficulties of main­
taining water control facilities, shortages of seeds l<nd fertilizers and also 
the unfavorable ratio between the costs of fertilizer and pesticide and the , 
official procurement prices " of paddy. After prewar stocks of fertilizers were 
exhausted'and in view of the limited imports of such products, in the past two 
years, fertilizer prices were decontrolled in 1974. While the price of fertilizers ' 
(in riel terms) rose more than one hundred times between the 1970/71 ' and 1974/75 
crop seasons, the offici'l procurement price of paddy increased abouty sixty-fold 
during the same period. 

Due to the initial inflexibility in the procurement price policy, the 
o{fi~ial procurement age:!cies SATRAR and SORAPA faced substantial competition 
from private rice trader; which resulted in a sharp decline in official procure-
ment of rice in 1973. Despite a substantial shift in policies, including a 
decree in July 1973 which required owners of private rice stocks in the Battambang 
province to sell their stocks to the official proc~rement agencies, procurement 
in 1973 fell to 25,000 tons, or around 2.6 per cent of the estimated crop, as 
against 55,000 tons in 1972 (Table 2). ' The announcement of an attractive floor 
price at the beginning of the 1973/74 crop season and the adoption of a more 
flexible buying policy thereafter resulted in the procurement of 31,000 tons 
in 1974, thus raising the share of ' official purchases to total production to 
4.7 per cent (Table 2) .. In September 1974, the authorit;'es announced another 
substantial increase in the official floor price for the current season (1974/75). 
The official procurement price was set, at that time, at a level higher than 
the price paid in neighboring ' Thailand, the obje.ctive bein,g to check the illegal 
exports of rice to that country. 



Paddy procurement prices 
according . to rice quality 
(in riels per picul)~1 

1-15 

1-25 

1-50 

2-50 

. Official 

Table 2. Khmer Repuhlic: Paddy Pro~"rpment Prices and Offid~l 
Paddy Procurement 

. 1972 1973 1974 
Floor Actual Floor Actual Prices Floor Actual 
price.!.! price price.!/ May August price,Y March 

280 400 686 1,750 2,400 3,600 

260 3aO 656 1,60u 2,3()O 2,JUU 3,4UO 
to 

250 350 : 626 · 1,400 2,500 2,200 3,300 

220 250 586 1,200 2,000 3,000 

procurement 
through SATRAR and SORAPAlj 
(in 1,000 tons) 54.6 25 .. 1 30.6Y 

(as per cent of crop)l/ 2.6 2.6 4.7 

Sources: Ministry of Agriculture and Ministry of Commerce, Phnom Penh, Khmer Republic. 

Prices 
July 

4,600 

4,400 

4,300 

4,000 

II Floor prices are usually announced before harvest time, i.e., before the start of the calendar ~ar . 
21 . One picul = 68 kgs. 

1975 
Floor 
PriceY 

10,880 

}/ SATRAR is an affiliate to OFFINACO (Office Nationale de Cooperation) and was before the war ,the sale pro­
curement ' agency in charge of procurment for domestic consumption; SORAPA, and affiliate to SONEXIM (Societe 
Nationale d'Exportation et d'Importation), used to procure paddy and rice solely for exp~cts. 

4/ January-October, 1974 
5/ Calculated as a percentage of the previous crop which is harvested around December. 

C' 
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When the results of the poor dome stic paddy "rop of 1972/73 became kno\<n, 
it bec a me cl e ar that with the emergence of worldwide rice shorta ~es in 1973 Rnd 
gr owing tran s portation difficulties, the Khme r Repu'>lic would face the formidable 
task o'f procuring sufficient . amounts of rice on world markets in ord'er t o meet 
its growing domes tic cefici·t. Estimates made in July 1973 of sc heduled "rrivals 
of rice from abroad ar.d of prospective shipments from the Batt a mba ng area showed 
that these quantities would be insufficient for the remainder of 1973. Despite 
a serie s of emer gency mea s ures, including a rice airlift, a loan of some 
60,000 tons of rice from Vi e t-Nal.J and Korea, and a ·::Irastic cut in the daily rice 
allocation, official rice. s tocks dwindled to about ')ne week's distribu'tion by end­
September 1973, and t o less than three days' needs ~y mid-October. In the last 
two months of 1973, hcwever, substantial rice arrivals under t~ PL 480 program 
of the United States lelped to alleviate the rice shortage and to stem the rapid 
upward trend in the free market prices of rice. A 5ustained increase in rice 
imports under the PL /··80 program improved the rice situation in Phnom Penh and 
other government-.contloll.ed deficit areas in 1974' (rable 3). This permitted a 
substantial increase ;n the daily official distribution from an average of 517 
metric tons in 1973 tc· 678 tons in the first ten months of 1974, and th e main­
tainance of official ( tocks of rice in 1974 at a level of more than one month's 
distribution. By mid-November 1974, rice stocks were estimated to be equal to 
about 45 days' needs. With a further decline in donestic p~oduction in the 
1974/75 crop year, thE Battambang area, on present ~ stiQ1ations, will not have 
any surplus rice with which to supply the def.icit areas in 1975. The rice situa­
tion is thus likely te. det e riorate in the course of 1975. The total domestic 
rice deficit f~r 1975 is e'stimated to increase to almost 4,00,000 metric tons. 
It is expected that ttrough end-June 1975, imports of about 185,000 tons can be 
contracted on concess;onary terms under the PL 480 program. A further 80,000 
t()ns inight be add ed on a gr ;,nt basis from the United States for refugee relieLl/ 
Total rice imports could reach 205,000 tons in the first half of 1975.2/ -

The production of many seasonal crops, particularly those which used to be planted 
along the fertile riVEr banks, has been greatly affected by the insecurity. The 
decline in output of "'aize, one of ·the leading foreign exchange earners before the' 
war and, in general, , potential substitute for rice has been particularly marked. 
Although no estimates have been made for the current crop year 1974/75, the down­
ward trend in the outrut of ag~icultural commodities is expected to continue. 

c. Rubber 

Rubber production 3/ virtually ceased in 1971; but since 1972, when process­
ing facilities which previously had been situated near the major plantations were 
established in Phnom Penh, it has re~overed somewhat. Intensified fighting during 

--IY--currently:-the GOvernment-and voluntary-agencles~istrlbUte-rlce-1reely-to-­
about 600,000 refugees in the Ph.nom Penh area; total annual distribution is roughly 
60, 000 tons. 

2/ If the 80,OOO-ton import program for refugee relief is approved, there is 
likely to be . a reduction ·in the l85,OOO-ton prograT1l, although not by the same 
amount. 

3/ The rubber plantations are situated in areas outside ·government cont·rol, 
and thus total raw rubber production is unknown. All data on rubber production 
after 1'70 refer only to rubber shipped to, and prdcess~d in, 'Phnom Penh. 
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Table 3. Khmer Republic: Rice ImW ':ts 1/ 

(In thousands of metric tons) 

------------------------
Origin 1971 1972 

PL 480 
30.2 

Thailand 
60.5 

Japa" (grant) 26.2 

Viet-Nam (loan) 

Korea (loan) 

Total 116.9 

Source: SONEXlH, Phnom Penh, Khmer Republic. 

-. 
1973 

47.1 

29.4 

4.8 

44.9 

20.0 

146.2 

1974 

262.3 2/ 

302.4 

1/ On an arrival basis and net of repayments of loan. in kind. 2/ Includes expected arrivals of 50, 000 ton~ in the last two ' months of 1974. 3/ Includes" loan of [2,000 tons expected to arrive around end":November 1974. 

July-September 1973 and lnterruption ~f transportation led to a virtual halt in the supply of unprocessed ruhber fran the plantations, as 'Jell as fran existillg stocks in Komwng Cham, to the processing plants in Phnom Penh. As a result, monthly production of processed i'ubber dropped to almost zero In September. Resumption of deliveries in the following months permitted rubber pr"duction to reach 21,600 tons in 1973 as against 7,900 tons in 1972 and some 50,000 :ons in prewar years. During the first seven months 01' 1974, deliveries of raw rubb',r amounted to 12,350 tons .(processed rubber equivalent), i.e., about 62 per cent of total deliv!"ries in 1973. In July 1974, however, d, ' liveries of unprocessed rubbel' from the plantations came to a complete halt following the nationalization of the plantations by the Khmer Rouge and a rejection of the previous ,method of payments for raw rubber. A compro­mise was worked out with some plantations in mid-September 1974 a~cording to which a basic price for unprocessed rubber expressed in terms of U.S. dollars was agreed uwn between the two sides. Approximately 80 per cent of the actual payment for raw rubber deliveries is to be made in the form of goods and the remainder in Khmer riels, the amount being established at the current exchange rate. A similar agreement with the other plantations was expected in November. Although deliv­eries were partly resumed after September, the total production of processed rubber in 1974 will not reach the earlier estimate of 25,000 tons and may even be below the volume achieved in 1973. The value of exports, however, may be somewhat higher than' the $'10 million achieved in 1973 reflecting the higher average prices for rubber prevailing in world markets , this year. 
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The ex tent of th., area presently tapped is not known. Based on statis tics 
on ex i sti ng plantations from 1970 and es tima tes of losse s as well as o)f r e ported 
replanting, the exploitabl e plantations would amount to about 60,000 hec tares 
with a potential annual production of 75,000 tons t o 80,000 tons. The process­
ing capacity in Phnom Penh is presently about 40,000 tons 3nd could easily be 
expanded by another 2'),000 tons. 

Forestry production, which is generally affected by insecurity and trans­
portation difficultie., recovered · slightly during 1973 from the very l ow l eve ls 
of previous years, but declined again ' in 1974 (Tabl e 4). Official expo rts of 
timber from areas nea" the Thai border as well as of forestry products resumed 
on a sma ll scale; totJl exports, valued at $410,000 in 1973 increased to 
$585,000 during the first eight months of 1974. It is estimated that sizable 
illicit exports of . ti"ber from the forests along th~ borders are taking place. 

Table 4. Khmer Republic: Forestry Production 

0969 ~ 100) 

1968 1969 1970 1971 072 1973 
1974 

Provisional 1/ 

-------------------------~------------------------------.--------------------------

Timber 91 100 27 19 20 32 17 

Firewood 93 100 23 34 26 21 13 

Charcoal 87 100 39 19 35 26 8 

--------~--------------~-------------------------------------------------~-------
Source: Ministry of ·Agriculture, Phnom Penh, Khmer Republic. 
1/ Based on actuals for January-June 1974. 

Fish production, particularly fresh water fishing, reach ed almost prewar 
levels in 1972 and exceeded those levels afterwards (Table 5). Salt water fish 
production is officially estimated at only 50 per cent of its prewar volume; 
indications are, however, that a substantial part of the actual catch i s e,xported 
clandestinely. The landed catch has declined 'substantially", resulting in a sharp 
drop in official exports and a 60 per cent underutilization of the newoly built 
fish meal factory at Kompong Som which has a daily capacity of 20 metric tons . 
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Tabie 5. Khmer Repub lic: 'Fish Production 

---- - - -------- --- - --- - - -- - --- - - ---------- - - -------_ .. - --_ .... --- ------- - ... _----_ ........ 

1969 1970 1971 1972 1973 
1974 

Provi siona l If 
------------------------------------~---------------------------------------~~ 

Fresh water fish 67 41 55 66 74 74 

Salt water fish 20 15' 12 14 10 10 

----------------------------------------------------~ .--.-----------~-~~~~;=--

Source: 
1/ Based 

Ministry of Agriculture" Phnom Penh, Khmet ' Republic. 
on actuals lor the pe riod January-October 1974. 

Before the war, H .e manufacturing sector account.ed for about 20 per cent 
of total GDP. Despite a rapid decline of output in · the manufactu~ing sector 
after 1972, its share in total GDP may have slightly increased over the period 
reflecting ft more r~pid de~line in primary productior. Production in some major 
plants, like the oil r ef ine ry, a paper plant and a f.rtiliz e r factory, came to 
a h"lt in 1972 due to the hostilities . . But total mal!ufacturin? r ema ined rela­
tively unaffected throu ghout 1972 because a major part of the manufacturing 
capacity of the country ( except for the large subsector proc ess i~g agricultural ' 
products) was concentrated .around Phnom Penh. Some !' irms benefitted from large 
orders from the armed force's (e.g., beverages, texti le s, etc.). Since 1973, 
however, the disruptions in transportation and the shrinking markets for indus~ . 
trial output attributable to loss of territory, the pronounced fall in ~he ! 
purChasing power of consumers, and a falling off in orders from the armed forces, ,; 
led to a rapid decline in the output of the manufacturing sector (Table 6). Thi, 
development was further agRravated by shortages of f"reign exchange, frequent 
changes in the import system, and a lack of familiarity with the elP import regu­
lations, which adversely affected the supply of raw r.laterials and spare parts. 
The sharp increases in gasoline prices have recently given an impetus to such 
industries as bicycle production and parts. 

With the exception of' precious s~ones, minillg 1n Government-controlled 
areas has .declined to very low levels. It is estimated that salt production 10 
areas under government control fell in 1974 to about 8,000 tons or somewhat less 
than 10 per cent of its prewar volume. Quarrying of limestone stopped altogether 
in January 1974 when the cement factory was destroyed. A new phosphate facto'ry 
was recently built and started operations in Augusf 1914. , 

The only sector which has experienced a substantial increase in outpli~ 
is the mining of precious stones in the aiea of Pail~n ne~r ' the Thai border. 
Operations are c'arried out either by refugees with primitive methods or by 
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entrepr en~urs using sophist ica t ed heavy equ ipment. llecen t estimates place the 1ncrease 1n the annuaL value of output from abou t $1.5 mi Llion in prewar year s t o about $10 million i L 1973. The value of output i o estima t ed to· have con tinued t o inc r ease in 1974. l 'ractically all pr.ec i ous s t one " are expor t ed il l egally , and all a tt empts to encourf:ge the repatr iation of foreigr-. exchange rece ipts through official channe ls have failed so far. 

Table 6. Khmer Republic: Produc tion Index of lIanu f ac t ur ing Sec to r 1/ 

(1969 = 100) 

p-_._----- --._--_._---
lie ight 1969 1970 1971 1972 · 1973 . 1974 

-------
Foods tuffs 

Tobacco etc ·. 54 100 124 95 78 .53 39 
Textiles 16 ·100 95 83 107 43 42 

Chemicals including 
rubber 7 100 102 113 III 94 81 

Metals 
Machinery· 11 100 104 87 75 36 34 

Wood, paper and 
other 12 100 61 70 71 76 36 

Total 100 100 108 90 84 55 42 

Source: ~inistry of Industry, Phnom Penh, Khmer Republic. 1/ Based on pr e liminary findings of a survey carried out in mid-1974; pro­duction outside government controlled areas is excluded s tarting frO"m April 1970. 

4. Transportation 

Virtually all main roads which link Phnom Penh with other vital sec tions of the country have been clo sed for many months. As a r esult, a l a r ge number of small airline companies have commenced operations. Inso fa r as possible, the Mekong and Tonie Sap rivers have been used as substitute tr ansportation routes . During the rainy season, the use of the Tonie Sap river to es tablish a link between the. province of Battambang and Phnom Penh has been s uc cessfu l; however, the declin.ing water levels during the dry season will aga in make tran s port a tion by boats vulnerable to int erception. The cost of all forms . of tr ans portation has continued to soar. Many transport companies require payment for their services in the form. of . foreign exchange. 
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IIi. Prices and Wag~s 

1. The gene ral prlce level 

The pace of inflat' ion, which was already exceptionally high during 1973 compared with the first years of the war ·, acce l e r atec furth". in 1974 to an annual rate of close tc 300 per cent. In the past t"o years the rate of infla­tion as measured by the rate of change in the consumer price index in Phnom Penh has been consistently larger than the increase i n money supp ly resulting in a substantial decline in real money balances (TabJe 7); real money balances declined by 77 per cent between December 1970 and September , 1974. Although this d eve lopment is in part attributable to the parallel d ec line in real out~ put, there are signs tc,at the rie l is gr ad ually losicg its function as a unit of value since nego tiat ed prices are now of ten expreEsed in terms of foreign exchange and then converted at the go ing (black market) exchange rate into domestic currency units at the date of se ttlement. Furthermore, the re are indications that barter is b ecomi ng mor~ widespread and that many tr ansactions are settled directly in for,eign exchange. As these practices continue, both the official and the bl.ck market exchange rates ga in further importance as yardsticks of" and as aa additional cause for, domestic inflation. 

The rapidly wideni ,'g budget dl'ficit s and the shrinking economic base have been the principal causes of the acce lerating pa:e of inflation. These infl a tionary forces hav , bee n r e inforced by the climate of wide s pread uncer­t a inty which has encour.ged sp~culation, t emporary shJrtages due to the fall in output and the disru :>tions in tran spo rtati.on, and the growing number of refugees in government-eon trolled areas 1/ which hav" to share in exis ting supplies. At the same time, the composition of aid-flnanced imports haS shifted during the past two years in favor of essenti~ls like rice, which, in contrast to general impo rts cannot be pric ed so as to maximize counterpart generation. Indeed, the subsidization of rice import $ has assumed major pro-po rtions . Fur t 'hermore , substantial amounts of importe d rice are distr ib'uted freely. Thus the absorption of liquidity through gen"ration of counterparts, r es ulting from the sale of forei gn aid has become les ,; effective in combating inflation. The positive aspect of this shift in policy, how~ v er, is a relatively more stable supply of f( ·od to the population; as a re,;ult, since the second half of 1973 r ,ice prices as "ell as food prices in general have increasro at a much . slower pace than prices of other goods (Table 7). 

2. Administered prices 

In order to protect the lowe r income groups from the most serious conse­quence s of domestic inflation, the price of a number of essentials is controlled, mo s t notably rice and salt. The prices of milk and sugar werE' decontrolled only recently. Official selling prices for rice were unchanged from mid-l973 until mid-Se ptember 1974, when they were virtually tripled (Table 8). But despite th i s substantial price increase, rice remains heavily subsidized; at the current official exchange rate, the official r e tail price is equivalent to about $105 per ton, or only 20 per c ent of rec ent actual procurement costs, 

II For example, the -population of Phnom P~nh is currently ~stimated-atabOut 2 million as compared with an indigenous population of about 600,000 before ' the .war. About half of Phnom, Penh's present population are refugees, most of whom receive free rice rat.i .cns from the Government .or voluntary agencies .. 

.. 
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Table 7. Khmer Republic: Consumer Pric e Ind ex. Price of Rice 'l' 
a nd Money Supply 

---
19 70 ' 1971 1972 

Dec. Dec. Dec. 

----------------
~eve 1s of: 

Co nsume r pric e index 1/ ' 
Food price index 
Pr ice of rice 2/ 
Honey sup ply 37 -' 

Allnua l ra t es of perc e'ntage 
c han ge in: 

Cons ume r pr ice index · 
Food price index 
Pr ice of rice 
Honey s upply 
f(eal mo ney supply 4/ 

523 
625 

8 
14 

50 
35 

73 

Sources:' National Institute 
,(hmer Re pub lic. 

of 

828 
1,003 

10 
21 

58 
60 
33 
52 
-:-4 

1,095 
1,400 

28 
29 

3 z· 
40 

178 
41 
-7 

Statistics, and 

1973 
June Dec. 

1,733 
2,221 

65 
34 

140 
167 
423 

41 
-42 

3, ')07 
5,1.91 

~ 25 

40 

~57 

292 
346 

38 
-61 

National Bank of 

June 

6,372 
8,679 

180 
58 

268 
291 
176 

73 
-53 

11,188 
lZ, 694 

223 
68 

284 
21Z 
197 

87 
-51 

Cambodia, Phnom 

1/ Ba se ye ar 1949 = 100 . Phnom' Penh area index for working class. 

1Z, 837 
15,442 

29 9 

290 

Pe nh; 

3./ Average price o f rice qualities 1 and 2 in riels per kg. in Phnom Penh on the free 
marke t . 

3/ In billions of rieli. 
4/ Derived by deflating the nominal money supply with the consumer price index 

for the wo,king class. 
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including freight, of PL . 480 rice. On the bas is of the ne" pr ocurement floor price s for paddy from the forthcoming crop announcE'<! in Se pt ember 1974, rice retail prices will have to be at least doubled ag ain if loss e s on official . sales from dome stic procur ement are to be avoided in 1975. The issue is still pending. 

Table 8. Kamer Republic: Official Retail Prices of Rice 

(Riels per kilogram) 

1971 1972 1973 1974 Qualities D ~cember 13 September 12 June 15 September 16 

1-15 1/ 26.0 57.0 165.0 
1-25 1/ 24.0 55.0 155.0 
1-50 7.5 22.0 50.0 143.0 

2-50 7.0 20.0 45.0 137.0 

Brokens 1/2 1/ 10.0 37.0 ... 2/ 
Brokens 3/4 1/ 5.0 25.0 ... 2/ 

----
Source: Minis try of Commerce, Phnom Penh, Khmer Republ ic • 1/ Before September 1972, only the two most popular rice qualities were subject to offic ial price fixation. 
2/ No t quo ted. 

Other products subject to price control are ba.,dages and jute bags. The subsidization of school books was only recently discontinued. Temporary sub­stantial subsidization has also occurred in the case of POL products, the prices of which were adjusted frequently but by small amounts throughout ear1y 1974. Even after the recent increase in the price of such products in September 1974, pric~s of petroleum products are still relatively lo~ if va1ued at the current ·exchange rate (see below). 

Postal tariffs and electricty and water tariffs are also controlled and are generally low. Reportedly, the average monthly telephone bill for a sub­scriber in Phnom Penh is the equivalent of about $0.30. Electricity and water tariffs were last adjusted in January 1974. I\lthough petroleum products account for more than 80 per cent of total production costs of electricity and despite the two substantial price increases of POL products since the beginning of this year, no increase in electricity tariffs have been approved so far; as a result the state electricity company (Electricite du Cambodge) is incurring operational losses which will eventually have to be borne by · the 

- --- ----'--"'~ 



- 15 -

The substantial ane continuing fall in real domestic output ha s re sulted in a pronounced dec line in the standards ·o f living for most income g roups. Re al wages in the public sector have ge ne rally been f a lling , a lthou ~h it has been Government pol i cy to grant c~Jpen sa tory salary il lcreases whenever the official retail price o( ric e wa's adjusted. Ac cording l y , in mid-September 19 74, when the official sa l e pric'e of rice was tripl ed, th e Government granted as an immediate r e li e f a sa l ary incr ease to al l civil se rvants. Retroac tive to Septemb e r I, th e basic s alaries of civil servant s wer~ raised by 90 per cent a nd the cost-of-living prem i um was inc reased by a flat rat e of KR 4,500 per mo nth pe r civil servant , bring ing the total increase to slightl y !:lore than 100 per cent on average. A~ the same time , basic sa l a ries of mi litary perso n­ne l were rai sed by 100 pe r cent, while cost-af-living premia 'r ema in ed ' un ch.a nge d, excep t for so ldiers and officers at the front who wen ' gr,anted an addition to the comba t premium of betwee n KR 1,500 and KR 10,000 pe r month. 

A r ecent 'study showed that immediately after the mid-S e pt em be r increases in the pr ic e of rice and petroleum products, th e cost of a minimum" diet of a s ix-member family (two adults , four chil dren) was KI{ '-8 ,700 pe r mon th; with inflation continu in~, this minimum die t had already ircreased t o KR 35, 100 per mont h by mid-November 1974 .. Only very fe w per so n, in the private sec tor and eve n l ess in the public sec tor earn such an income. A survey of salaries in the private secto r 'revealed that the average monthly inc ome in June 1974 was KR 25 ,600 and it is ps tim~ted that it has since increased to rou gh ly KR 33 , 000 . 'This amount is inadequate to provide for the minimum die t, . apart from o the r essential expend itures, like clothing, housing, etc. The situation in the public secto r, which pays generally less than the private sector, is even more difficult. As a r es ult, savings have bee n drawn down cons ide r a bly. The c l oseness of Khmer fam il y ties ha s also he lped to mitigate some of the ha rd ship. Many worke rs and c ivil se rvants now hold a second job. In addition , production, at the family l eve l, of many essential goods including pork and pou ltry, has expanded considerably in the past two ye.rs. 

IV. The Oil Situation 

Khmer Republic r elies, almost exc,lus ivel y on oil to sa tisfy its e ne r gy r equirements. Since the country has no oil-producing' or refining capacity of its own, its oil needs must be met entir e ly through import s of r e fined petro­l e um products. Some 70 per cent of total oil consumption is us ed directly by industry and to power the diesel generators used to produce e l ect ricity; abou t 10 per cent is used as aviation fuel. In 1973 some 18 per cent of pe tro l eum products (in value) took the form of gasoline, but in 1974 it is expected that this proportion will decline to around 14 per cent (Table 9). 
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Table 9. Khmer Republic: Imports o f Pctrolel.m Products · 1/ 

-------------- --------- -------------- --------------_._-------------------
Die£el 

Gaso line Kerosene Gas Oil Oil Fuel Oil . Total 

-------------------.----------------------------------_._--------------------
1971 1,066 458 . 1,042 2,320 

1972 1,585 1,500 1,357 2,3 1.9 

1973 1,607 1,865 1,928 I , %4 

1974 2/ 1,924 3,222 4 , 415 1,417 

1974 3/ 2,393 . 4,335 5,171 2, I~ 5 

Source: Ninistry of Finance, Phnom Penh, Khmer Rept..blic. 
1/ Imports for civil consumption only, Lo.b. 
2/ To September 25, L974. 
~/' Project inn. 

1,262 6,148 

1,976 8,767 

1,670 9,034 

2,118 13,096 

3,046 17,090 

In recent years, the bulk of oil imports have be •• n financ e d under United 
States ' Commodity Import Program assistance (CIP). Ir. 1973, the total value of 
oil imports is estimated to have amounted to $9.0 mill.ion, represent ing a~out . 
230 million litres (Table 10), eiuivalent to 5 per ceLt of total imports in that 
year. For 1974, the value of oil imports is projectec at $17.1 million r eprese nt­
in~ 169 million litres or jost over 9 per cent of tot"l projected value. of 1974 . 
imports. Thus, although the value of oil imports is projected to increase by 
90 per cent in 1974 compared to 1973, the volume of 01.l imports in 1974 will 
be only some 73 per cent of 1973 levels. 

The average procurement price of the principal 'pctroleum imports rose from 
about KR 8 per litre in mid-1973 to KR 42 per litre in September 1974 (Table II). 
Escalating freight and in5urance costs associated with the increasipg difficulty 
of shipping goods into Phnom Penh as "ell as the cost of war-risk cover have 
added considerably to the cost of oil imports. 

The Khmer authorities have implemented a number of policy measures 
designed to restrict th~ demand for petroleu~ products. These measures in­
clude both rationing and a series of substantial price increases. In late ' 
1973 · and early 1974, gasoline consumption was cut back by more than 50 per cent. 
As shown in' Table 12, there has been a substantial reduction in the consumption 
of all the main categories of petroleum products in 1974, averaging about 
30 per cent. The only product for which consumption 'incrensed during 1974 was 
aviation fuel, reflecting the increasing difficulties in gaining access to 
Phnom Penh through surface li~ks. 
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Table 10. Kh me r Republic: Imports of Pe trol~um Products 1/ · 

-------------------_ . . _---------------_ .. _---------------------

Ga soline Kerosene Gas Oil 
Dieoel 

Oi l Fue l Oil Total 

----------- ------------ ------------------------------------------------

1971 26.5 9.7 30.1. 54 . 7 

1972. 42.4 35.1 37.0 64 . 5 

1973 39.2 38.6 47.0 50.0 

1974 2/ 19.4 · 28.2 44.0 14 . 5 

1974 3/ 23.4 37.7 50.5 21.5 

Source: Ministry of Finance, Phnom 'Penh, Khmer Republic. 
1/ Imports for civil consumption only. 
2/ To Sept ember 25, 1974. 
3/ Projection. 

30.2 

66.1 

55.0 

25.9 

35.9 

Table 11. Khmer ' ~ .e public: Import Prices of Petrol eum Pr .)ducts 
(c . 1. f. Phnom Penh) 

lSI. 2 

245. I 

229.8 

132.0 

169.0 

----------------------------------------------------
Gasoline Kerosene Gas Oil Diesel Oil Fue I Oi I 

----------------_._-------------------_._--

Dec ember 1972 5.57 6.34 5.32 5.20 4.21 

June 1973 8.14 9.81 8 . 31 8.17 6.10 

December 1973 14.81 19 .. 67 11.18 14.28 13 . 25 

June 1974 35.14 48.37 39.31 31 . 50 32.04 

September 1974 1/ 43.79 45.69 42.74 42.05 35.53 

----------------
Source: Ministry of Finance, Phnom Penh, Khmer RepUblic. 
i/ Prior to the exchange 'rate depreciation of September 19, 1974 . 
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Table 12. Khmer Repu)lic: Civil Consumption of Petroleum Products 

(Millions of litres) 

Gaso line Kero's ene Gas Oil Diesel Oil Fuel Oil 

1971 33.7 16.5 36.8 71.2 
1972 42.5 35.9 38.1 69.4 
1973 44.5 41.8 50.8 46.4 
1974 1/ 19.2 27.3 37.8 22.3 
1974 2/ 22.2 36.8 49.3 30.3 

Source: Ministry of l':'nance, Phnom Penh, Khmer Repuhlic. 
1 / To September 25, 1974. 
2/ Project ion. 

39.3 
69.5 
57.7 
25.2 
34.7 

Total 

197.5 
255.4 
241.2 
131".8 
173.3 

The· retail prices of all petroleum products have b<!en sharply increased 
in a number of steps since December 1972 (Table 13) . During the pe riod January 
197j to September 1974. the retail price of dieSel oil (ose [rom KR 5 per litre 
to KR 200 per litra and the price . of gasoline was increasad from KR 16 per 
litre to KR 350 per litr". The percentage increases in the r e tail prices 
of the major petroleum produ.ets (ranging from 2,000 per cent to 4,200 per cent) 
have greatly exceeded the increases in the import pr ic e s (which ave raged .about 
700 per cent over the sat,le per iod). 

Table 13. Khma.r .. Republic: Retail Prices of Pett 'oleum Products 

(Riels per litre) 

Gaso 1 ine Kerosene Gas Oil Diesel Oil Fuel oil 

-- ... ~-.-.-. --- ---_._---_ ._- ---------------------------
September 16,1971 16.00 9.00 8.00 
February 14, 1973 28.00 16.00 16.00 
March 9, 1973 25.00 15.00 15.00 
July 3, 1973 28.00 18.00 18.00 
December 8, 1973 68.00 38.00 40.00 
May 11, 1914 100 . 00 70.00 80.00 
September 15' , 1974 350 .00 180.00 210.00 

Source: Ministry of · l'inance ', Phnom Penh, Khmer Republic. 

5.00 
15.00 
14.00 
17 .00 
40.00 
80.00 

200.00 

3.00 
10.00 
9.00 

12.00 
23.00 
52.00 

130.00 
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Petroleum product,; are presently subject to six taxes: customs duty (ad valorem); customs duty (flat rate); turnover tax ( ad valorem); two surcha r ges ; and a sales tax. Alth0ugh these taxe s remained unchanged between Se ptember 1971 and early 1973, trere has been a substantial in:rease in total taxes ap plied to pe trol eum products during 1973 and 1974 ("rabl e 14). The autho ri­ties are c urren-tly. considering replacing th e six taXI!S on petroleum products wi th a sing Ie ad va l.orem tax. 

Table 14. Khner Republic: Taxes on Pe trol.um Products 

Diesel 
Gasoline Kerosene Gas Oil Oil Fuel Oil 

--------------------------7-----------------------------------------------
September 16, 1971 5.0? 4.06 · 1.56 1. 61 1. 29 

Feb. 14, 1973 9.00 8.73 3.55 3.42 2.76 

i-ian;h 9, 1973 8.99 8.72 3.54 3.42 2.75 

July 3, 1973 '.2.49 12.19 5.54 5~23 3.84 

December 8 .. 1973 21.25 22.98 10.43 10.06 7.47 

May 11, 1974 1.2 .42 42.21 23.44 22.63 19.56 

Septembe r IS, 1974' 1-)6.81 115 . 73 61.38 59.22 51.19 

Source: l·tinistry of ,inance , Phnom Penh, Khmer Republ.ic. 

Although the price increases were implemented in stages, the · bulk of the increase took place on Sept e mber 16, 1"974. Subsequently, on September 19, 1974 , a number of important exchange measures including a substantial depreciation were impl emented. Thus, the exchange rate for elP imports depreciated from KR 336 per pe r U.S. dollar to KR 910 per U.S. dollar, and the exchange rate on the Nouveau Ma rche (in which most gasoline imports have been . financed since June 1974) was devalued from KR 420 to KR 1,110 per U.S. dollar. The authorities are planning to link the retail prices of petroleum products to movements in the exchange rates. 
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V. Fiscal Policy 

Since 1970, the cO:ltinuing hostilities have pl aced an increasing ly heavy burd e n on government fillance. Bud ge t expenditures have grown rapidly and, at the same time , there ha 'l been a substantial change in their structure. Mili­tary expenditure.s absorhed 55 per cent of total government expend itures in 1973 compared with 25 p"r cent of budget outlays in the 1960s; this share is expected to increase to about 60 per cent of budget expenditures in 1974 (Table 15) . Subsidies , "n the sa l es of certain producc~, notably rice, have grown rapidly and the share of development outlays hal fallen to insigni ficant amoun ts. Budget rev enues , which consisted largely of i'ndirect taxes and depended on the flow of imports felt by one third in 1970 but, following the' introduction of various domestic tax measures and the recovery in the local currency value of import:s from end-1971 ' onwards, they grew again after 1971, although t 'o levels well below those of government exp.,nditures; in 1973, such revenues covered only 23.5 per cent of expendit u ces . As a result the budget deficit, ,which had averaged KR 1.4 billion a y<!ar in the 19608, widened substantially. By 1973, the deficit amounted to KR 33 billion and the 1974 budget deficit is provisionally estima t e d at KR 69 billion. 

Table 15. Khmer Repub 1 ic: Budget Accounts ,'f the Government 

(In millions of riels) 

1970 1971 1972 1973 1974 
10 months 

Expenditures 11,380' 17,239 30 J80i~ 43,167 65,489 Of which: 
Civil (5,794) (6,944) ( 13,40:1) (20,320) (29,336) Military 1/ (5,586) 00,295 ) (17,40:') (22,847) (36,153) 

Revenues 4,889 4,733 6,53~ 10,151 17,472 Of which: 
Dome st ic taxes (2,928) (2,838) (3,487) (4,402) (8,275 ) Import taxes (1,961) (1,895) (3,049) (5,749) (9,197) 

Deficit ,-6,491 -12,506 -24,272 -33,016 -48,017 Financed by: 
Aid coun terpart 

funds 43 9,548 14,956 
Net bank borrowing 5,510 10,597 13,447 17,391 
Treasury reSOurces 981 1,866 1,277 669 

Source: Data provided by the Khmer 'authorities. . 1/ The greater, part of defense outlays is financed ' directly through U.S. military aid. 

'. 

I 
I, 
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Until 1971 the rising bud get defici t s had been mo s tly covered by net 
bank financ ing . However , with the receipts of substant ial foreign aid af t er 
1971, c onsiderable amounts ·of counterpart funds ge ne r ated from the sales of 
such aid to the public h . ve been tr ansfe rr-ed to the bu <',ge t. Indeed, the 
generat ion of l a r ge amoun ts of counterpart funds after 197 1 was the main con­
trac tionary facto r offse tting the ey.pansionary impact o f ri sing budget defici t s 
on liquidity. 

Another development in fiscal policy in recent ye. r s ~lich de se rv es 
empha si s is th e g rowth in ex tr abudge tary gover nmen t eXF enditures. The most 
important of these expend itures are those relating to refugee relie f , rice sub­
sid i es , and agr i c ultur a l credit . They have b een financ ed for the mos t part 
direc t"l y through the r elease . of coun t e rpart funds. To this extent, o f course , 
the r ea l pub lic . sec t or deficit has been understated in the budget accoun ts. 
The re are a t present no r e liabl e sta tistic s on tot a l plblic sec t or trans- . 
act ions. 

1. The 1973 budget 

The draft budget, which was approved by the Cabinet in March 1973 and by 
the Parli amen t in May 1973, called for initial expenditures of KR 34 .7 b ill ion, 
a level of some 12 per ce~t above. ac tual expend itures in 1972 and for total 
revenues of KR 11 .6 billi)n, or 80 per cent higher than in 1972. The resulting 
budge t deficit of KR 23~ 1 billio n was approximately equa l t o the actua l deficit 
incurred in 1972. The bui ge t provided for an increase in .military expenditures 
of abou t 30 per cent compar ed with the 1972 ac tual s , while c ivili an expend itures 
were estima ted a t roughly the same l evel as in 1972. Tf-te·se projections ·however, 
were based on the assumption tha t salarie s and allowanc , s for both civ ilian and 
military personnel would rem·ain unc hanged fr om January 1, 1973 and that the 
number of men on the milita ry payroll would not exceed 253,000 during the · year. 
The draf t budget also exc lud ed s ub s tanti al amounts of subsidies. The increase 
in budget r evenues was to res ult from higher l eve ls of imports in local curr ency 
t erms , increases in t axes on petroleum products, hig her exc i se t axes on ciga­
rettes manufac tured l ocally, and the impositio n of an exc ise tax o n im por t ed 
c: i garette paper. 

On August 9, 1973, the Ministry of Finance submitted a sup pl ementary budget 
("co11ectif") to ·the Cabinet which later came into force through Pr esiden tial 
Decree. The "co11ectif" amounted to KR 13 .8 billion, and tot a l bud ge t expend i­
tures for 1973 were planned at KR 1,8.5 billion. The main additional expend i­
tur es included under the "coll ectif" were on account of (a) additiona l pe r sonnel 
expend iture of KR 4.7 billion, reflecting adjus tme nts of all government salar ies 
to com pensate for an earlier incre·ase in the official price of ric e; (b) the 
introduction of a "combat" pr em ium of KR 1,500. per month for abou t 70,000 troo ps 
a t the fr ont; (c) inc reased subsidies on imported food s , particularly rice, 
resulting fran highe r import prices and quantities; and (d) r e fugee r e lief a nd 
r epairs of war damage, as well as generally higher costs connected with the 
substantial .p·rice increases. At the same time, the authorities d ec ided to 
e liminate subsidies on PL 480 imports other tha n rice , repre s~nting a saving 
to the Government bud ge t of KR 1 billion in a full fis cal year. On the r ev e nue 
side; besides increase s in some t ariffs, the specific sales taxes applying 
to the various categories of · cigarettes were replaced by a unique . ad valorem 
·tax of 60 per . cent, yielding some KR 0.8 billion in r~venue iel the remainder 
of 1973. 
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Ac·tua l budget expendi tur es amoun t ed to KR 43 . 2 billion in 1973 , i. e. , 
40 per c en t higher than in 1972 but s till ·some KR 5 bil l ion l ess than had been 
approved in the "collec t if." This shortfall was due in rart to the · tardy 
approval o f the budget , wh i ch de l ayed some programs, and t o strict e r controls on 
expenditures. Actual r evenues in 1973 were 55 per cent above those of 1972, 
reflecting some improvement in t ax co ll ec tion, the impact of various tax in­
creases , and the rapid growt1 of domestic and im po rt prices in riel terms. As 
a result , th e buUet de ficit, at KR 33.0 bi llion, was some KR 9 bi llion l a r ger 
than in 1972 . About 45 per cen t of the deficit was financed by counterpart 
funds and v irtuall y all of the remainder through c e ntral bank credit . . 

The 1974bud get origin.lly e nv i saged t o t a l expenditu r es of KR 71.6 billion, 
an increase of 66 pe r cent )ver the 1973 actuals while r evenues were forecast 
at KR 22.9 billion, mo re thm double the 1973 ac tuals. As a r esu lt,- the defi­
cit was projected to inc!ea,e from KR 33 b i llion in 1973 to KR 48.7 billion. 

Delays in obt aining Pa r liame ntary approva l for the . bJdget r es ulted in a 
corresponding delay in irnpl ~meQting a number of tax measu res aimed at in­
c reasing r evenue. These me 3.sures consisted of the aboli ti on of the six tax es·· 
applied to pe~ro l eum products and their replacement by a unique ad val"orem tax, 
an increase in stamp duties I an increase in the I'war effo rt t ax" on some prod­
ucts, a t ax on :notor vetiicli!s, an entertainment tax, and an inc rease in profits 
and turnove r t axes . In addition, the authori ties indicated the ir intention 
t o abo l~ sh the exemptio n o f i mpo rt dut i es pn ce rtain prod uc t s . 

Res ults during the first f ew months of 1974 i ndica t e i a s hortfa ll in 
government r evenueS compared with the estimates, l a r ge ly ~ S a res ult of a de­
clin e in taxable im po rt s as well as frequent interruptions in the product i on 
of dutiable items (cigarettes, alcohol) due to s hortages ~f r aw ma t e rials . 
In subseque nt mo nths, an increase in - the ar rival s of commod ity aid i mpo rt s 
cou pled with the budge tary effects of a depr eciation of t~e officia l exchange 
r ate, helped to boost r evenues from both domestic and imp'>rt sou r ces and by the 
end of Oc tober total r e ve nues a·mo unted to KR 17.5 billion. 

The ex change reforms introduced o n Septembe r 19 were accompanied by a 
number of major tax changes . In particular, the authorities dec i ded to abol ­
i sh import duties, ex cise t a](es and the "war effort taxl~ on all but a limited 
number of luxury products. At th e same time, th e revenue measures orig inally 
e nvi saged in the 1974 budget (li s t ed above) were pos t poned. Finally, there 
were substantial increases in t ax free allowances in r espec t of income t axes. 
The f ull effec t s of the recent · measur es o n bud ge t r ece ipt s will not be evi­
dent before th e end of 1974; in the int erim, t ax receipts will be s u sta in ed 
by t hose items in the pipeline. The final ou t turn of governme nt r evenues is 
estimated at KR 21 billion for 1974, i. e . double th e 1973 r esu lt s . This is 
s till a modest pe r fo rmance when com pared with the increase in domestic prices 
and in the tot a l import b ill in terms of r ie Is. 

Gove rnment' expenditures which we re originally est imat ed at about KR 72 bil­
lion for 1974 had a lready amount ed to abou t KR· 66 hillion. by October . a nd, in 
view of the de ci sion · take n in September to double the salaries of civil servants 
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and military personnel · I! , the · final outturn for 1974 is now projected at 
about KR 90 billion, representing a doubling of total expenditures compared 
to 1973. During 1974, military and civilian expenditures grew at approxl­
matcly the same rates. The new measures are expected t o add some KR 51 bil­
lion to total expenditures in a full fiscal year. 

On the basis of the revised revenue and expenditure estimates, the 
bud ge t deficit for 1974 is now projected at about KR 69 billion which is equiv­
alen t to 150 per ·cent of toe stock .o f liquid assets in the hands of the public 
at the end of December 1973. 

The exchange rate depreciation of Sept ember 1974 will, of ·course, have 
significant implications for the generation of ·counterp. rt funds arising from 
the sale of foreign cash and commodity aid which, as shown in the section 
dealing · with mane tary policy ,represent the major can tr ac tionary in fl uence on 
changes in net domestic credit ·. Counterpart funds are generated large ly. by 
the sale of most CIP aid and ESF funds. The greater part of the counterpart 

. generating effect of PL 48) as.sistance is reduced by the fact tha t the Khmer 
Government sets the sellin:~ price of PL 480 rice (which constitutes 80 per 
cent of total PL .480) at a rate (KR 155-165 per kilo) significantly below 
the current procurement pr ice (about KR 780 per kilo). 

Counterpart funds differ from regular budget receipts in that they are 
legally owned by the respeotive donor countries until they are forma lly 
released for budgetary sup~ort. There has been a growing tend.ency in the past 
few years for counterpart" funds to be used directly to finance extrabudgetary 
expe ndi tures. This practi:e has increased the di fficul ty of determining the 
actual size of . the public sector deficit. It is estimated -that counterpart 
funds finarrced some ·KR 4 billion of expenditures not included in the budget 
in 1973; and during the first three quarters of 1974, so-ne KR 30 billion of 
extrabudgetary expenditur-es have been financed in this manner. The greater 
part of these expenditures have been concerned with refugee support programs, 
sub sidies on domestic rice, and agricultural credit. 

The deterioration in the budgetary position both in respect of receipts 
and expenditur~s is currently being studied by the author_ities. Additional 
m~as ures are being considered to boost government receiFtsin 1975 including 
the reintroduction of cust0ms and excise taxes on most imports, the replace­
ment of the six taxes currently applied to petroleum p-roducts by a single ad 
valorem tax, a scheme to link the ~10lesale price of petroleum products to 
movements in the exchange rate, and substantial increases in the prices of 
public utilities (electricity, water, etc.). On the expenditure side, the 
authorities intend to exercise more vigilant controls by bring ing all bud­
getary expenditures within the budget and through the recently created Joint 
Military Budget Review Committee which is composed of representatives of the 
Khmer Government and the United States ·. Nevertheless, in vie w of the present 
economic situation and the continuing decline in the real value of aid (ex­
cluding rice), the scope for a significant improvement in the budget is 
limited. Preliminary estimates of the 1975 budget indicate expenditures 
of some KR ISO - billion (even excluding any salary adjustment) plus extra­
budgetary expenditures of perhaps KR 50 billion. At this stage it would be 
difficult to make an estimate of government receipts for 1975. ' 

!/ Wages and salarles pres_e ntly account for 82 per cent of total budget 
expenditures. 



1. Institutional fr amework 

The financial system "of the Khme r Republic is charac t erized by " few insti­
tutions and a limited range of financial ~ssets . The system centers on the 
National Bank of Camb od i a which is the Central Bank aed is responsible fo r 
th e implementation of monetary policy. In the conduct of monetary policy, the 
National Bank is .assisted by the . Na tional Credit Council which comprises r epre­
sentatives of the various economic ministries and the major commercial banks 
as well as the National Bank itself; the Council meet. eve ry thr ee months to 
decide on the major lines of credit policy. A second official i ns titution is 
the Banking Control Comrr.ission which is engaged in sUfervising the activities 
of the commercia l banks and ensur ing that the banks are operating in accor dance 
with official regulatio~s governing banking practices. 

There are two state-owned commercial banks, a Development Bank of 
Cambodia and a recently created state-sponsored savings bank. Th e r e are a few 
sma ll priva t e banks and financial institutions which include a newly estab­
lished milita"ry bank. Some of the private banks, which are not reg istered 
as banks, are not subject to the official banking regulations; at the. same 
time, however, they do not have r ecourse to rediscount facilities with the 
National Bank nor "the right to engage in forei gn currency transact ions. lbe 
National Bank does not normally extend credit diiectly to public en terpri se s 
or to the priva te sector but offers rediscount facilities to the authorized " 
commercial banks; in additi~n it provid es credit faciliti es for c ertain opera­
tions of state agencies and to the Development Bank . 

. 
Financial assets are almost "exclusive ly limited t o currency and r1el 

"sigh t and time deposits with the banks. Alth ough the banking system has 
sough t to increase sight and time deposits, their efforts have met with 
limited success partly owing to the state of confidence in the currenc y 
a nd a l so t o the low nominal rates of interest offered to depositors. In 
September 1974, demand deposi ts constituted about 24 I'er cent of total liquid 
a s sets, compared to 14 per cent at the end of 1970. The proportion of time 
deposits to ,total liquid assets increased from 6 per cent to 10 per cent 

. during the same period. In rea l terms, both categorie s of deposits have fal­
l e n significantly during the period. Private deposit, in foreign exchange 
can be authorized for institutions or individuals to finance approved ~xternal 
operations or ffnancial transfers. 

In ge neral, monetary policy in the Khmer Republic has been subject to 
two major limitations. First, the economy is only partially monetized and 
many transactions take place outside the monetary s~ctor. Secondly, since 
some 75 per cent of the money supply is held in the form of cash rather than 
bank deposits, the greater part of m"onetary transactions ar e not financed 
through the institutions which are subject to control by the monetary author­
ities. In addition to these basic impediments to the effectiveness of monetary 
policy, the "public sector has, during the past five years, incurred substan­
tial and increasing deficits which have been largely financed by central bank 
credit, thus reducing the scope for monetary policy . 



- 25 -

The principal : in'strum~nts 'of monetary policy "hich are avail able to the 
author i ties are: (a) int erest rates; (b) a minimum r e quired reserv," (atio 
for the c omme rcial banks calculated as , a percentage of the ir current and time 
deposit liabilities of which one third is to be held in the form of deposits 
with the National Bank and two thirds in the form of Treasury Bills; (c) se­
lective controls prohibiting the banks to finance some type s of operations; 
(d) the use of advanc~ import deposit requirements; (e) the granting of 
redisc ount facilities by the National Bank; and (f) moral f uasion. A certain 
lack of coordination in the use of thesf instruments has been evid ent from 
time , to time in recent years; 

2. Mon e tary developments and policies 

The standard presentation of the monetary survey is stunmarized in 
Table 16. The major'categories of assets and liabilities Itave been re­
grouped in Table 17 in order to highlight the main factors contributing to 
change s in net domestic credit. 

The sharply rising budget deficits after 1970 have beC!n the main factor 
contributing to the expansior. of net domestic credit (Table, 17). In addition, 
particularly during 1972 and 1973, 'credit to the private s C!ctor, which is 
largely directed toward the' fin'lncing of imports and inventories, was also 
a significant expansionary force. The substantial total c ':edit expansion 
during the period 1970-74 haf. produced a high and increaS"i-lg aggregate domes­
tic demand which has been. translated into pressures on the foreign exchange 
market and higheF prices given the supply situation. At the same time, the 
sale of foreign aid, provide,: in the form of cash and commodities, has per­
mitted the absorption of substantial amount;; of liquidity f ran the public 
through the net generation of counterpart funds, i.e., tot :ll counterpart 'funds 
arising frem the sale of foreign aid minus those counterpa't~ subsequently 
used by the donors. 

The net effect of these monetary movements has been to produce a cons i­
,derabl e expansion in net domestic credit in each year sinc" 1971. Moreover, 
the change in net domestic credit has been accelerating anl it appears from 
an analysis of the monthly data .for 1974 that this trend c')ntinued in the 
third quarter of 1974. 

Changes in' net domestic credit are represented by changes in the holdings 
of dome stic and foreign assets. The holding by Khmer residents of foreign 
assets is severely restricted· and movements in "other items" largely reflect 
changes in capital and other liabilities (including profits) of the banking 
system. Thus, changes in net domestic credit are the dominant factor influenc­
ing changes in the money supply. Liquid assets in the hands of the public 
(i.e. money supply plus quasi-money) which more than doubled between December 
1970 and December 1972, rose by a further 40 per cent in 1973, and have been 
rising at an annual rate in excess of 100 per cent during the first nine months 
of 1974. In the context of the very high rates of inflation which have been 
recorded in recent years and the corresponding erosion of the purchasing power 
of domestic currency, there are dangers that in the event that these trends 
continue, a flight from domestic currency could ensue. As noted earlier, 
there are indications already that the riel i. gradually losing its function 
as a unit of account" that barter is becoming more widesp(ead and that settle­
ments in many transactions are made in foreign exchange. 



Net foreign assets 

Net clailns on Government 

Net . claims on state enterprises 
and ·the private sector 

Assets = liabilities 

Quasi-money 

Counterpart funds 

Net other items 

Money supply 

(bemand deposits) 

(Currency in circulation) 

Table' 16. Khmer Republic: Monetary Survey, 1970-74 

(In millions of riels) 

1970 1971 1972 1273 
Dec. Dec . Dec . June Deo . 

4,272 6,665 7,934 8,634 10,580 

7 ~899 18,4s>6 31,9h:: 42,667 49,334 

3,652 4,621 8,300 8,616 12,803 

15,823 20 r,g? ., ,. - 118,177 59,917 7':>,717 

918 1,529 3,451 4,335 5,686 

2,572 4,784 11,2311 9,943 

1,390 5,148 11,040 10,804 17,124. 

13,515 20,533 28,902 33,544 39,964 

("') (Y':) c." (3,1112) (6,199) ('7 I,~,")' I A (.01., 
, .... ,'-'oJ ..... , \ , , ..... _, \ ... , ... ....... I 

(11,479) (17,121) (22,704) (26,032) ( 31,270) 

Source: National Bank of Cambodia, Phnom Penh, Khmer F.epublic. 

1274 
Mar . June Sept • . 

13,512 13,703 113,388 

~o <II'::; 60 7 910 77 , )61. ""/ J..., - -

16,710 12,702 12 ,489 

89, 608 ~ ':?1 c: 
.-- )..J ..... ./ 133,438 

7,791 9,531 11, 773 

12,952 9,042 15,005 

21,7'33 1.9,615 39,016 

47,082 58,127 67,644 

(r) t.::o},' ( , ~ rV\l:' fl("\ ?Q.,) 
, / J .J"; (I , ...... -JJ/<o.J ...... , \ ..... ."J..J<oJ..J/ 

(37, 338) (44 ,222) (48,261) 
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Tabl e 17. Khmer Repu'bllc: Factors De termining Change s 
cn Ne t Domestic Credit 

(In billions of riels) --------------------
- -------------------------- ----------------------------------------------------

1971 1972 1973 1974 1/ 

--------------------------_._---------------------------------------------------
l. Cred i t expansion · +11. 6 +17 . 1 +21.9 +28.0 

Credit to public sector +10.6 +13.4 + 17.4 +28.3 2/ 

Credi t to pr ivate sector +1.0 +3.7 +4.5 -0.3 

II. Credit absorption 

Net ge neration of ,c ounterpart 
funds 3/ -2.5 -2.2 -5.1 -5.1 

III. Net d ome-s t ic credit expansion 
(=1 - II) +9.1 +14.9 +16.8 +22.9 ' 

Repr esented by: 

Change in foreign assets 
(- = increase) -2.3 -1. 2 · -2.7 -32.8 4/ 

Change 1n money and quasi-
money +7.6 +10.4 +13.3 +33.8 

Change in other liabilities +3.8 +5 . 7 +6.2 +21. 9 

-----------------------~--------~-----------------------.---------------------~ 

Source: Table 16 above. 
1/ First nine months. 
2/ This figure underestimates the size of the actual public sector deficit to 

the extent that counterpart ' funds are used to supplement the budget and other 
ex tr abud ge tary expenditures (see footnote 3/). 

3/ Total counterpart funds ' from the sales of forei gn cash and commodity aid, 
le;s counterpart funds used for budgetary ' support or local expenditure~ by the 
donors. 

4/ Reflecti the depreciation of the riel on September 19, 1974. 
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After mid-1972, the substantial de-terioration in the budget accounts and ­renewed strong demand f~r imports led the authorities to tighten credit policy progressively . For instance, interest rates were increased in January 1973 (Tab l e 18). The rate of -advance import deposits on cash imports was progres­sive ly increased to 500 per cent in January 1973, "hile in that month the mini­mum reserve requirement was raised from 30 per cent to 33 per cent; it wa~ further rai sed to 35 pe _, cent on April 17, 1973 but r educ e d temporarily to to 33 per cent between I!ay 25 and July 14, 1973. Also in May 1973, restric­tions were pl aced on bank financing of certain imports (automobiles, motor­cycles) and of customs duties. These measures and th ., cli!Date of uncertainty caused by moun ting figh .:ing and the decision by the United States to halt bombing as of August 15, 1973 l ed to a slower demand for imports and ba nk credit . Indeed, in the six months to June 1973, bank credit to the private sector rose by only KR 116 -million 0.8 per cent). A:cordingly, the authorities eased some of _the restr ~ ctions appl ied earlier. The ,ate of -advance -impor-t deposits on cash import " was progre ssively lowered to 10Q per cent on August 13, 19 73 and advance import- deposits on commodity aid imports were reduced to 10 per _cent on import s f rom the United States and to :~5 per cent on imports from non-U.S ~ .sources. 

In the last months of -1973, there was a r ecovery in the demand '-o r bank credit from the private sector. While 'some companies r esor ted to bank credit t o finance the ir working capital· and import bills, a -_ arge part of the in­crease in pr ivate sec tol credit represented the financing of purchases of ric e by public corpora-tions. The heavy demand for ballk credit--which was facilitated by a substantial incr ease in bank l;(p.Iidit~,- .... antj the prC 33ures on the exchange mlrket rrompted the National Bank to raise the reserve _ratio further to 38 per cent in Octobe~ 1973 (later r educed t~ 35 per cen t on January 16, 1974), and _, as _of October 25, 1973 to introduce special adva nce import deposits - for cash imports at a rate of 300 per cent with the amoun t frozen with the National Bank for a period of three menths starting fro~ the opening of the letter of credit; this latter provisio~ vas eliminated late i n November 19 73 and the rate of import deposi ts was leduced to 200 per cent 
111 ea rly 1974. 

In vi ew of the shortage of eIP funds in the first half of 1974 and at the strong demand for imports, it was decided to increase the advance deposits on e IP import s to 100 per cent from March 28, 1974 (except for petroleum products and sUllar). Moreover, from that date the National Bank r efus ed to r ed iscount ' operations involving comme~cial bank credit for eIP imports, which until that date could be refinanced for up to 90 per cent of the c.i.f. cost. 

During the first nine months - of 1974, a very substantial increase in credit to the public sector, which took place- at a time when foreign exchange supplies both from aid and export rece ipts were declining, placed an increas­ing strain on the foreign exchange mar~et and on the price level. These events led tp the introduct ion of a number of measures in the exchan~e field in Se~ternber 1974, including a very substantial depreciation of the riel (s ee b e l ow) . These exchange measures were accompanied by the elim­ina tion of advance import deposits on imports financed throu gh the Nouveau Marche, the Marche Libre anq the United States eIP program (apart from the compulsory 100 per cent riel payment representin~ -the payment of - exchange 
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purchased). The depreciation of the riel in September had important impl ica­
tions fo r pank liquidity ,ince the riel va l ue of a cons t ant dollar import bill 
financed through the banking system virtually trebled. Moreover, according 
to present regulations th.· comme rcial banks cannot discount bills of exchange 
relating to imports under the CIP program with the National Bank. Largely 
for these reasons, the National Bank intends t o ease credit selective ly in the 
coming months to facilitar:e imports of essentia l commodities through the Nouveau 
Narche and U.S. aid programs. The National Bank , however, has instructed .the 
commercial banks hot ' to provide finance for import s of nonessentials or for the 
financing of stocks. The authorities are a l so exploring the scope for generat ­
ing increased savings through an extension of branch banking as well as a fur­
the r increase in interest rates. 

3. Interest rates 

In ge neral, interest rate policy has been passive in the Khmer Republic 
in recent years. In spite of high rates of inflation during the past four 
years , interest rates have increased relatively littl e (Table 18) and through­
out the period real inter"st rates paid to savers have been consistently highly 
negative. Correspondingly, the 'cost of borrowing has been negative in real 
terms and , this fact has bf!l1efitted importers and traders holding stocks . of 
goods financed by credit. 

Although interes t ra!:e s were increased on two occasions during 1973, the 
increases were very moder-;tte .. On January 2, 1973, interest r ates on time 
deposits were set at 8.25,,15 per cent, depending on the maturity of tl1e 
deposits. In a.ddition, cc.mmercial banks were authorized to issue certificates 
of deposits (ban s de caisse), bearing the same interest rates as those on 
time deposit~. Their dencmination varies from KR 5,000 to KR , 500,000 with 
a maXimum o-f KR 1 million per person. Lottery savings deposits we re also 
created. Lending rates for nonpriority credits were raised from 12 per cent 
to 18 per cent per annum, although a n interest rate of 10 per cent was , main­
tained for credits ex tend"d to exporters and a rate of 12 per cent wa s retained 
:0 r loans to finance stocks of raw rubber. The preferential interest r ate for 
aid imports which was 5 p"r cent in the first half of 1973 was eliminated in 
August 1973. Wh il e these higher levels of intere s t rates did little to res­
train the growth of' bank "redit to the private sector, they increased somewhat 
the at tr activeness of tim'! and savings deposits in spite of the fact that 
real interest rate s remained highly negative. 

Interest rates were r a ised further in September 1973 with the rate of 
time deposits being increa sed from 15 per cent to 20 per cent and of nonpriority 
l endi ng rates from 18 per cent to 24 per. cent. Apart from some minor modifi­
cations subsequently introduced in January 1974, the structure of interest 
rates has r ema in ed unchanged now for a little over a year. The authorities 
are currently considering a further · increase in interest rates. 
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Table 18. Khr.l",r ::lclublic : :nterest Rates 

(I n . "':ler cent per annum) 

Transactions 

National Ban..'-< of Cambodia­
Jediscoun~ of co~e~ciel pn~cr 
~emporary lending against deposits 

of commercial paper (mise en 
pension) 

~ediscounts of overdrafts 
(~obi lisation de decouvert ) 

Advances guaranteed with 
foreign exchange 

Rediscount of import bills 
undcr CIP 

ilediscount of export bills 
Financing of raw rubber ~t ock..s 
:Sending to the Government 

Ordinary . 
Extraordinary 

Co~~ercial banks 
Interest rates on deposits 

Savings depos:i,-t;s 
Time depo:;itsY 

3 months 
6 months 

12 months 
Demand deposits 

Lending rates 
Nonpriority lending 
Priority lending 

Financing of CIP aid imports 

Prior to 
;'ov . 1 
1971 

3. 5 

4.5 

4.5 

311 
5 
6 
7 
2 

8 
8 

Fr'l!ll 
NO\·. 1, 

1971 

., 

'/ . 5 

,: , 
6 

6.5 

1..25 
0.25 

5J:J 
5.5 
6.5 
10 

1 

1221 
iQ?J 
5§! 

F!"or:; 
Ja':1 . 2 , 
1973 

8-9 

)-lQ 

10.5 

2.5 
5 
6 

1. 25 
0 . 3 

7.5 

8 . 25 
9.75 
15 
1 

18 
10-12 

5 

From 
;: cpt. 17 

1973 

12 

13 

7 

8 

1. 25 
0 . 3 

10· 

II 
13 
20 

1 

2421 
14-16 

... Y 

Source: Data provided by the National B(l.Ilk of Cambodia, Phnom Penh; Khmer Republic . 

y 
y 

Thes~ f acilities were eliminated. in August 1973. 
On savings accounts with KR 50,000 minimun balance. 
Prior to .July 1, 1971"-
From July 1, 1.971. ~ 

~ A quarterly commission of . 25 per cent is charged on the highest debt balance n ·gistered during any quarter but not exceeding 25 per cent of the earned interest. §! From February 21 , 1972. 
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During the 1960s, tJ-e ·Khmer economy experienced reasonable bala·nce of pay­
ments stab ilit y and offici a l reserves r emain ed a t a com :'ortable leve l through­
out the decade , amounting t o about seve n months of imports . The outbreak of wa r, 
in Ma rch 1970, had an immediate impact on exports but wi th strict import lic ens­
ing , imports were also curtailed and the loss of r ese rves in 1970 was s mall. 
Impo rt s we r e cut further in 1971, but wi th subs t ant i al i nflows of aid they rose 
to SDR 65 . 5 million in 19 72. In the meantime , large defici t s were being r ecorded 
on inv i sib l e acco unt. By th e end of 1972 r ese r ves had f a ll e n to SDR 20.8 mil- · 
li o n, or 36 per cen t of tr,ei r prewar l evel, a nd were on:. y eq uiva l e nt to abou t 
two months imports of the prewar l eve l. This decline o<:cur r ed despite a n IMF 
drawi ni of SDR 6 . 25 million in March 19 72 under the Coml~nsa tory Financing 
Fac ility. 

The economy has become progressively de pendent upo ' . fo ·reign a id to fin ance 
imports; the substantial increase in imports in 1973 l arge l y refl ec ted the high 
leve l s of fo r e i gn aid, particularly ric e im po rts . A r e:;umpt i on of r ubbe r expo rts 
be ga n in the second h a lf of 1972, continued through 19n, and for the t;he l at t e r 
year suc h expo rt s amountet to SDR 8.5 million which was 68 per cen t of tota l . 
exports for that year. TIe overa ll deficit on the balance of payments was he ld 
a t SDR 3.3 million for 19 73. Part.1y as a r esu lt of a s "cond drawi ng on the Fund ' 5 . 

Compensatory Financing Faci lity for SDR 6.25 million in April . 1973, the r e was · 
an lncrease in fore i gn exch a nge reserVes of SDR 6.6 mil .ion during that yei,tr. 

During the fir s t ten months of 1974 th ere was a mociesi: increase of SDR 2 mil­
lion to SDR 25.6 million i n inte rnat i ona l r ese r ves , bu t the balance of p~yme nts 
situa tion has deteriorated further. A short age o f foreign exchange provided 
und e r various aid . pr og r ruus during 1974 · has been compounded by t he fact tha t 
rubbe r expo rts, agai n the only s i gni fic ant source of oL:icial for e ign exch ange 
earnings , came to a virtua l standstill in mid-1974. In add ition, the r e are two 
oth e r f ac tors aggravati ng the balance of payments probl em: wor l d inflation to­
ge t he r with a d ec line in the n om inal supply of aid ( exc( uding rice) have combined 
to pr oduce a ~ hor t age of !' unds t o finance essential imp',rts, and the increased 
d~bt serv ic€ burde n is al ready beg inning to ab so rb an i nc r easing pr opor tion o f 
a vai labl e foreign exchange. 

Prior to the war, the Khmer Republic was a major expo rter of ric e a nd rub­
ber. Substantial amounts of maize and cattle were a l so· export ed. Other exports 
included fo restry products, kapok, and a wide varie t y of commodities in mino r 
quantities, s uch as fruit and vegetables. The war r es ult ed in domestic sho rt­
age s of major food commodities a nd the ir expo rt wa s prohibi t ed in 197 1; other 
principal expo rts f e ll drasticall y. Th e deteriorating security si tuation through 
1974 ha .s caused the ex ports of minor commod i tie s, wh ich made up a l mos thaI f of 
tot a l exports . in 1971 and 1972, to drop sharply in the past two yea rs. 

With the re s umption of production on some rubb e r planta tions and the con­
st ruction of rubber proces s ing plants in Phn om Penh, rubb e r exports resumed in 
197 2 ·after a hiatus of one year; from SDR 0. 8 million in 1972, they rose to 
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SDR 8.5 mill i on 1n 1973 and SDR 8 .0 miLlion for the first eight months of 1974. Total receipts from merchandise exports amounted to SDR 12.4 million in 1973 . . , and are estimated to have been about SDR 9.4 mi llion in January-August 1974 (Table 19). During the period June-August 1974, sUPFlies of nlbbey from the plantations (located in areas outside Go.vernment contro l) were being inter­dicted but, following r~cent agreements rubber exports be~an to move again after Sep t ember. 

Table 19. Khmer Republic: Merchandise Exports ,~ 1 1969-74 

(In millions of SDRs) -------------------
-------------~---------~------------------------------------~-----------~---

1969 1970 1971 1972 1973 

1974 
(End­

August) 
----------------------------------------------------------------------------~ 
Rice 14.6 16. I 2.6 0.3 Rub ber 23.6 8.2 0.8 8.5 8.0 Maize 3.7 2.0 0.6 
Cattl" 4.5 2.8 0.3 
Forestry products ·2.8 1.1 0 .1 0.4 0.3 0.5 Kapok 1.2 0.9 0.6 0:5 OJ. 0.2 Others 15.5 10.1 8 . 9 4 .. 4 3.2 0.7 

Total 65.9 41.2 13.1 6.4 12.4 9.4 
-------------------------------------

Source: Data provid ed by the National Bank of Camb ·)dia, Phnom Penh , Khme r Repub 1 ic. 
II Based on official export r eceip ts. 

particul~rly of preciou:; stones, is known 
channels. 

2. Impo!!s and foreign aid 

A s ub s t antill volume of expo rts, 
to be made :hrough unofficial 

The application of strict import controls r educed imports in 1970 to 69 pe r cent of thei r 1969 level with a further reduction in 1971. Desp ite these reduc­tions, foreign exchange reserves were f a lling rapidly l a t e in 1970 and ear ly in 1971; it was clear that unl ess foreign aid became available, i mports would have to be further re s tricted. Accordingly, a first grant under the United States Commodity Import Program (CIP) was made avai l able in Harch 1971. 

Howev'e r, the procedures for obtaining CIP import s were complex and time ­consuming. Admini s tra tive delays in obtaining imports under th e program as we ll as the unfamiliar sources of supply deterred . Khmer import ers from using CIP funds. As a res 'ult, t.he· demand for cash imports r ema ined high rel a tive 



- 33 -

to the availabi lity of free ' fo 'r e i gn exchange. It became clear that ti ed 
commodity aid was not a ?erfec t substitute for cash imports. Substantial 
amounts of cash aid was provided i n conjunct ion with th e s t abi li za tion pro­
gram of October 1971. T.)i s l ed even tually to the estab li shmen t of the multi­
latera l Exchange S upport Fund (ESF) in 1972. The reseurces of the ESF are 
used to make payment s for imports and impo rt-r elated services. During 1972 , 
the size of the ESF app r lxima t ed SOl 32 mill ion, of which SDR 1 million 
r emained un used a t the e1d and wa s added to the re sourc es for 1973. The 
demand for foreign exchange was kep t within the bounds of available supplies , 
during 1972 and 1973 , large ly by a combination of exchange depreciation and 
t he impos ition of advance import deppsi ts . 

The Exchang'e Support Fund was r enewed in 1973 and 1974 when its total 
s ize amounted t o SDR 29 nillion and SDR 18.4 million r espec tively (Table 20). 
The replenishmen t of the ESP during 1974 has been difficult a nd a number of 
donors, who indicated th e ir intention to par tici pate in the ESF for 1974 were 
not able to di sburse their contribu t ions until the second half of 1974. The 
sa les of exchange had to be restricted in the fir st ha lf of 1974 and cash 
imports du ring that period were running at l ess than half the rate of the cor­
re spond ing period in 1973 . : By mid-November 1974, there was a possibility that, 
at the ra te of sales in the per i od September-October (SDR 2 mi llion, per mon'th), 
the ESF wo~ld be exhausted by ear ly Dec ember. ' 

Table 20. Khme r Repub lic : Contributions to Exchange Support , Fund 

(In millions of SDRs) 

1972 1973 

Un it ed States 11.5 14.4 
Japan 4.6 5.8 
Australi'8. 0.9 0.8 
United Kingdom 0.5 0.4 
Thailand 0.2 0.2 
New Zealand 0.1 0 . 1 
Malaysia 0.1 1/ 
Khme r Re pub lie 13 .8 1.1 

Total 31. 7 2/ 28.8 

1974 

9.0 
5.8 
-.-

0.4 
0.2 
0.1 

2.6 

18.4 3/ 

------------------------------------------------------------
Source: Da ta provided by the National Bank . of Cambodia, Phnom Penh, Khme r 

Repub lic. 
1/ SDR 8,000 . 
2/ SDR I million r emaining at the end of 1972 was added to the 1973 ES F 

re source s . 
3/ Contributions r eceived as of end-Octobe( 1974. 
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In view of the shorta~e of foreigh exchange available through ,the 
Exchange Support Fund in combination with other domest ic factors , the author­
ities depreciated the exchange r a te in January, Apri l, and Sept e mber 1974 
a nd administra tive ly r estricted the sales of foreign exchang e and, the reby, 
im port s (see Sec ti.on VIII). This severe shortage of foreign exchange from 
the ESF ha s been accompan i ed by, and partly exac erbate d by, a shortage o f 
a id funds under the U.S. Commodity Import Program. For 1974 as a whole, 
CIP fund s are expec t e d to amount to SDR 65 mi llion , compared to about 
SDR 4 0 million .l as t ye .1r. However, th e projected increase in CIP f und s 
for 1974 will b e l arge ly absorbed through the increased cost of petroleum 
and related products (:o t al cos t, inc lud ing freight, estimated a t SDR 19 mii­
lion) a nd freight cost. on PL 4 80 shi pme nt s (estimat2d at SDR 30 mil lion 
for 1974).1/ Conseque ,ltly, CIP funds ava il ab l e in 1974 for i mpo rt costs 
other than-rice, petroleum products, and PL 480 fr e i.ht, a t SDR 16 million 
are s i gn i.fic a,ntly lo wec' In ' bot h value and volume thal in 197.3 (SDR 26 .S mil­
li o n). The uneven flo" of commodity aid ava il abili tf during 1974 also con tri­
but e d to th e difficult" of. e n s uring a smoo th flow of imp'orts. 

By the end of May 1974 , CIP funds provided in U.S. fiscal yea r 1974 
( endi ng June) h ad been almos t entire ly utilized and ,10 furth er funds were t o, 
b ecome avail ab le b e for " the b eg inning o f the 1975 U.;' fiscal yea r (July 1, 
1974 ). As a re sul t, a numbe r of commodities (includi ng f ertilizers ~nd mi l k 
pr od uct s) we re tr a nsfer r ed to ESF fin a nc ing . I~ spice of the seve r e shor tage 
of CI~ ass i s t ance ove r 1974, the authorities have cO'ltin ued to maintain a 
pr e f e'r en tial exchange ' )' a t e for CIP impor t s • . The prelnium varied from IS ' to 
25 per c ent in the fir r t nl.n e months of 1974. In April, th e au thoriti ,," 
so u gh t to l-imit ~he dema nd for CIP impo rt s by r aising the advance deposit 
r equ ir ement s on such inports from 10 to 100 per cent. 

Th e de t e riorating sec urity situation great ly inl:reased the need for rice 
import s in 1973. In t ha t year, rice imports are es t i ma t ed to have amou·nted 
t o about SDR 120 milli" n and accounted for as much a '; 75 per cent o f total 
imports. The bulk of 19 73 rice import s ( some 14 6 ,001) tons) were provided 
unoer the U.S. PL 480 prog r am . It is estimated that " bout 300, 000 tons of 
rice will b.e provided to the Khme r Republic during 1'174 under the PL 480 
prog r am. , Aid provided under PL 480 h ad hither to t aken the form of gran t s; a 
chan ge in the U.S. regL lations as of July 1974 r equires tha t PL 480 'assist­
a nce takes the form of a dollar-denominated loan to be amortized over 40 years 
(for details, see below). 

3. Invisib l es 

Reliable data on se rvi ces and capital tran sfe rs a r e not ava il ab l e for 
the years before 1971, but there appear to h ave been substantial ne t inflows 
of capital as well as growing r even'ues from touri sm . With the outbreak of 
war, these so urces of reve nues di sa ppe ared. At the same time, the re ha s 
been a very sharp increase in the costs of freight and in s uranc e on imports. 
In 1973 these cos ts were almost three times their 1972 level, and during the 
current yeEr they have rise n sharply again. The costs for freight a nd insurance 

--17- PL-Z80-import~reIght waS-fInanc e d out~ES~fu~d'-I~972-a~~1973;-------­
mo'!i t of it was shift ,ed to cn financing in 1974. 
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Table 21. Khmer Republic: Balance of Payments, 1969-74 

- - ------------------------------- ------------------------------------------------ ------ -

1969 1970 1971 1972 

1974 
January 

1973 October 1/ 

---------------------------------------------------------------------------------------
1. Trade (f.o.b.) 

Expo rt s 
Imports 2/ 

Balance on trade 

L. Services 3/ 

4. 

Receipts 
Payments 

Fr e ig.ht and inSurance on imports 
Government service pa:'mepts 
External debt (net) 
Other payments 

Balance on servicea 

Fore ign aid 4/ 

Adjustments 5/ 

Allocation of SDRs 

Total items 1-5 

Monetary movements (increilse 
in assets -) 

Gold and foreign exchange 
Bilateral payments agreements 
IMF position 
Use of IMF credit 
Change in SDR holdings 

Total 

65.9 
-99.2 

-33.3 

26.1 

-7.2 

7.2 

41.2 
-68.6 

-27.4 

13.1 
-55.1 

-42.0 

12.8 

-6.4 
-8.8 
-4.2 
-5.0 

20.6 -11.6 

3.2 

-3.6 

10.0 

-4.8 

-1.6 

3.6 

25.9 

-1.5 

2.7 

-26.5 

21.4 
0.4 
4.8 

-0.1 

26.5 

6.4 
-65.5 

-59.1 

7.4 

-9.8 
-11. 2 
-2.9 
-7.5 

-24.0 

66.6 

0.2 

2.7 

-13.6 

9.6 
0.2 

6.3 
-2.5 

13.6 

12.4 
-165.3 

-152.9 

10.4 

-26.6 
-7.0 
-1.3 
-5.3 

-29.8 

183.7 

-4.3 

-3.3 

-6.6 
-0.1 

6.3 
3.7 

3.3 

11. Y 
-156. 8 

-144. 9 

6.6 

-31.3 
-3.~ 
-0. 1, 

-5.~ 

-34. :: 

175. ~I 

2. () 

-2; I 

0.3 

-2.0 

-------------------------------~------------------------~----------------------------

Source: Data provided by the National Bank of Cambodia, U.S. AID, and staff e stimates. 
1/ Staff estimates. 
2/ Aid imports are recorded at the time of arrival · and cash imports at the time of pur­

chase of foreign exchange by importers. Ar.rival of cash imports gene rally occ~rs within 
a month of the purchase of foreign exchange. Imports' shown do not .include imports financed 
under foreign military assistance or humanitarian aid programs. 

3/ Includes p·rivate transfers and capital. 
4/ Commodity aid is recorded a·t the time of arrival of the goods being financed. Other 

aid is recorded when .foreign exchange is received by the Khmer authorities. 
5/ Adjustments for timing of aid payments and receipts, revaluation of reserves, errorS 

. . and omissions, as well' as certain 'unidentified invisible receipts. 
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on PL 480 imports have been finaric ed par tly thr ough th e Ex cha nge Support 
Fund and partly by CIP f und s . Freight c os t s of FL 480 rice sh i pmen t s in 
1974 are e stimated t o be SDR 33 million and tot a l fr e -.ght c os t s may exceed 
SDR 38 million. Sub s tant ia l ne t outfl ows have been r "corded on the invi s ­
ibles account, rea ching SDR 30 million in 1973, and e ,; tima t ed at SDR 4 1 mil­
lion for 1974 (see Tabl e 2l). 

4. External debt 

National Bank stati s tics indicate that the total debt outstanding , 
including both principal and inte r es t, amount ed to smt 50 . 9 million on 
Octob e r 3l, 1974. Of ttis ~otal amount, approxima t e l y SD R 41.l milli on con­
sisted of debt outstanding in convertible currencies ( Table 22). A pr edomi­
nant part 'of the debt heS been incurred in connection with r a ilwa ys , port 
facilities, and the oil r e finery, but aircraft purcha . es and a varie ty of 
other public works and factories also accounted for large segment s of it . 

The Khmer authoritie s have taken s teps to r educe the burde n o f ex t e rnal 
debt servicing on the .bol a nce of ~ayme nt s since the ho s tilities began in 1970. 
Debt s e rvic e payments t c E a~ tern European creditor s we re su s pend ed in 19 70. 
Other external debt obliga tions of the Khmer Republi c ,rere r e nego ti ated twi ce 
under the multilateral ,u s pices of the Paris Club in .ranuary and Nov ~;nbe r 1972. 
These renegotiations' aprlied to debt se rvice payments falling due dur ing ' 1972 
and 1973; discussions for additional debt r e lief in r' ," pect of debt r e payment s 
falling due during 1974 have been in prog ress since Nov emb e r 1973. Eve n thou gh 
tl)e 'debt r e lie f di s cu s si ons have t ake n" pl ac e in .] multil a t e ral f crUf~, t he ove r­
whelming part of the Kh mer Re public's external debt i 3 accounted 'for, by one ' 
creditor country, Franc e , followed by Germany and Jap.ltT. The Franco-~,h mer 

bilate ral debt rescheduling, agreement, signed on June 28, 1974, and late r 
accepted a s the basis for th e German-Khmer bilat e ral ';e ttlement, result ed in 
the consolidation of thot debt equal to 96 per cent o f principal plus inte rest 
falling due in 1974. 

Repayme nts on external ' debt falling due during 1174 amounted to SOR 3.6 mil­
lion, prior to the bilateral debt relie f agreenents with France and Ge rmany. 
Out of this total, SDR 2. 8 million was owed to France, and about SOR 0. 2 million 
was to be repaid to Germany under bilateral credits. An additional SOR 0.2 mil­
lion was to be repaid to France and a much smaller amount to Ge rmany under 
repayments falling due as a result of previous debt relie f exercise s. The 
remainder of the debt se rvicing for 1974 resulted from debt ari s ing out of the 
multilateral agreement for the financing of the Prek Thnot project" of which 
Japan was the largest creditor with about SDR O.l million falling due in 1974. 
The actual debt service payments made durinl( 1974 we r e then SDR O.l million 
in the case of France and just over SOR 8,300 in the case of Germany; the 
relief obtained therefore amounted to about SOR 2.9 million from both c ountries 
(Table 22). 

The issue of PL 480 funding has taken on the characteristics of a se rious 
problem during 1974. It is estimated that the Khmer Republic will import 
about 300 , 000 tons of rice under the PL 480 funding during 1974 . Until 
recently, aid provided under the PL 480 program has taken the form of grants. 
The recipient government has, however, been required by the United States 
regulations to pay into inter·est-bearing accounts in local commercial banks 
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" Table 22. Kh~r Republic: External Debt. as of October 31. 1974 \ 
" 

" 

(In millions of SDRs) 
, , 
" \ 

Uebt Outstanding - --=-;:: _ _ - - - - . --~ - - .- __ 1, .. '>f~ • . ..-.,.... ... 

October 31, 1974 Pro ected ' External Debt Service Pa ents 
Principal Interest 1974_ 1975 1976 1977 1978 1979 1980 

,(;onvertible currencie,s 

, France', 19 .761 3, 897 0.431 3.669 3.051 2.657 2. 459 ' 2.127 1 .696 
Denmark 4 . 074 0~113 0.226 0.226 0.226 0 . 226 
J apan 3.575 1.006 0.125 0.273 0 . 360 0.351 0 . 342 0.334 0 .325 
Germany. Federal Republic of 4.185 1.317- 0.036 0.347 0 . 320 0.31;: ' 0.333 0.395 0 . 386 
Ital y 0.742 0.167 0.077 0.075 0.074 0.072 0 . 070 0.069 0 .067 
United Kingdom 

(PL' 480)2:..1 
0.694 0.036 0.036 0.036 0.036 0.036 0.036 0.036 

United States ... . .. . . . , . .. . .. ... w 
Asian Development Bank 1. 406 0.358 0.016 0.042 0.091 0.140 0.140 0.140 0 .140 -... 

Clearing account currencies},1 

Yugoslavia 4;503 0.607 0.393 0.383 0.373 0.363 0.353 0.343 0.003 
Czechoslovakia 2.132 0.322 0 . 243 0.244 0.177 
U.S.S.R. 1.344 0.386 0.034 0 . 034 0.034 0.034 0.034 0 .034 0.034 
Germany. Democratic Republic of 0.371 0.069 0.009 0.009 0.040 0.039 0.038 0;037 0.037 

Total 42.'787 8.129 1.400 5.112 4.669 4.230 4.031 3.741 2.95C 

Source: Data provided by t he National Bank of Cambodia. Phnom Penh. Khmer Republic. 

I II Projection takes account :of debt relief obtained from ,France in respect of bilateral loans maturing in 1974 and of 
the debt rescheduling agree~nt with the Federal Republic of Germany concluded in September 1974. , 

21 Service payments on this debt undetermined. see text for details. ' 
II Service payments cn Clearing account credits have been suspended by Government decree. 



- )/l -

the equival ent - in local ~~rrency convert ed at the highest official exchange _ 
rate. The counterpart funds thus gener a ted have in larg~ part been s ubse­
quently granted to the Khmer- Government by the Unit·ed States in the form of 
budgetary support. As of July 1, 1974, however, ne. U.S. regulations require 
that PL 480 assistance take the form of a dollar-den ominated loan to be amor- ­
tiz ed ove r 40 years with a 10-year grace period. Ac interest rate of 2 pe r 
cent is charge( and payable during the grace period and it rises to 3 per cent 
for subseq uent years. In view of the estimated PL 480 rice shipme nts during 
the second half of 197~, a debt of about SDR 70.5 million will be created in 
that period alone. In addition to the service payments to the United States 
resulting. fr om the PL ·.80 debt there will be bi l aterai debt service payments 
of about SDR 4.4 million due in 1975 to various creditor countries. Two out­
stand ing drawings on the Fund ' s Co~pensatory Financing Facility will al so have 
to be repurchased according to established proc edur e . 

5. External reserves 

At the end of 1969, the off icia l in ternational reserves of the Khmer 
Republic amounted to SDR 57.7 million, equ iv a l ent tc about seven months 
of that year's i mports (Table 23). By end of October 1974, reserves had 
fallen by some 55 per .:ent arid stood at SDR 25 . 6 million (equivalent to 
1.8 months imports) . . This · decline in official reserves took place in spite 
of two drawings, totaling SDR 12.5 million under the Fund 's Compensatory 
Financing- Facility. 

Table 23. Khme:c Republic: Internationa l Reserves,.!/ 1969-74 
(End 0 f Per iod) 

(In millions of SDRs) 

-------------------End=~ 

October 
1969 1970 1971 1972 1973 1974 ------------------------------

Monetary go ld 
Foreign exchange 

(net) ·2/ 
Reserve " position in 

the Fund 
SDRs. 

Disposable 
r eserve s 3/ 

Use of Fund credit 
(cumulative) 

._--------

23.6 

34.1 

57.7 

17.8 

29.9 

4.8 
1.6 

54.1 

14.4 14.4 14 .4 14.4 

11. 9 2.2 8 .7 11.0 

1.7 4.2 0.5 0.2 

28.0 23.6 25.6 

6.3 12.5 12.5 

Source: Data provided by the National Bank -of Cambodia, Phnom Penh, 
Khmer Rep ub lie. 

1/ Natienal Bank only. 
2/ Foreign exchange holding s a re given .net of short-ter~ liahil ities of 

the National Bank to the Nouveau Marche. 
3/ Excludes blocked French francs equivalent to SDR 8.7 million as of 

June 30, 1973.-
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During the 19 60s, a hi p,hly centralized trade s}stem was in effec t in the 
Khmer Republic with stat·e age nc i es resppnsibl e for dmost all externa l trade. 
The exchange system was complex, with a variety of e ffec tive exchange rates . 
Beginning in 1969, th e authorities undertook a libera lization and simp lifi­
cation of the exchange and trade oystem , l eading to the r eforms assoc iat ed with 
th e stabilization prog ram of October 1971. These meas ure s were accompan i ed 
by a s ubstantial lib eralization of imports. The basic r efo r m of t he exchange 
system of October 1971 was a pproved by the Fund (on October 22, 1971) for a. 
per iod of one year. The Fund ap proved a cbange to • unitary e:<change rate fo r 
all tr ansac tion s to be adjusted to meet changing circumstances. On J a nuary 17, 
1972, a prefe rential excha nge rate for certain commodity a id imports and 
relat ed se rvices from the ·Vnited States was introduced in order to speed up 
the flow of such imports. . 

In early 1974 a substantial increase in the bud ge t def icit coinc id ed with 
a shortage of for e ign ~xchange available throu gh th e Exchange Suppo rt Fund . 
The r esu lting pr ess ure on th e exchange markets, despite depreciat.ions of the 
exchange rat e in January and April, led the authorities to impose c·omprehens"ive 
r est rictions on the sale of for eign exchange in the first half of 1974 and t ake 
further meas ures in Se}tember 1974. The latter involved the creation of a three­
tie r exchange system aod a substantial depreciation of the exchange rates .. 
Alth ough the se measu,e 3 were accompanied by the remeval of customs duties and 
t axes on many imports, the new s ystem re s ulted in a conside rabl e int e ns"i fic a tion 
of eKchange restrictions. 

No par value for ~he rie l has been agreed with the Fund. Detailsof the 
exchange and trad e sys:em prior to 1974 are present e 1 in previous r epo rts on 
t he Khmer Republic ( SM/74/l56, June 26, 19 74 , and SM173/25l, Novembe r 9, 1973), 
and in the 25th ~~~ual_~~E~rt on~~change_~ri~ti~~. 

Until Septembe r 1" 1974, the exchange rate structure compri sed a basic 
rate and a prefer ential r.a t e. Th e basic or general ~elling rat e was se t twice 
weekly in th e Nouveau Marche des Changes which had be en established in con­
nection ,·lith the October 1971 .stabilization program . On Mondays and Th ursdays 
of each week commercial banks, acting on behalf of their customers, submitted 
bids for for e ign exchange for imports . The application desc rib ed the goods 
to be imported, the amount of foreign exchange reques ted, and the max imum 
exchange rate (in riels per U.S. dollar) that the importe r was prepared to 
pay. The National Bank examined the bids. After taking into account the 
availability of foreign exchange, it set the exchange rate, and those import­
ers who had bid at that rate or higher had their requests for foreign exchange 
granted at the exchange rate set by the authorities. The same exchange rate 
applied to exports and invisible receipts and to authorized invisible payments, 
i~cluding transactions with clearing account countries. 



Th e National Bank bou gH t foreign excha nge at a r~te of 0.4 pe r cent below the selling rate. The preferential excha nge rate was app licab l e only to a id i mpo rts and related serv ~ ces procured directly from the Unit ed States lather tha n imports under U.S. I'L 480). On September 18, 1974, the basic rate was KR 420 per US$I, ~ nd the the preferential rate was KR 336 pe r US$I, and there­fore 25 per cen t apprecillted over the ba sic rate.l/ TIle pr eferent i a l exchange r ate was no t maintained li t a constant distance from thl' bas ic rate throughout.2/ On the supp ly side of th', Nouveau Narche, funds were pr ovided through the ESF -which, in turn, was s upp] ied by contributions from fon~ign donor governments and the Khme r Government. On the demand side, fore i gn exchange was purchased , by comme rcial ba nks on behalf of thei.rclients to finance eligib l e imports except for those that were either financed l1nder the U. S. Commodity Import Program and PL 480 Program or were made sans devi ses ; i. n addition, some e lig­ib le payments for invisibles and 'capitalwere channelet: through this market. Other such payme nt s were made out of the r eSOurce s of the National , Bank. Effectively, therefore, the sys tem consisted of two official exchange markets; the Nouveau Marche des , Ch anges , and the ma r ke t for CIP i mpo rts. 
Since early 1974, with a fall in r esourc es accruing to th e Nouveau Marche, the authoritie s limited ' toe s'ales of for e i gn exchange for cash imports through discretionary cuts or r e j ec tions of th e bid s and later, in Hay 1974, ' through the enlargeme nt of the existing nega tive li s ts. Foreign exchange sa l es which averaged just be low $4DO , 'JOO per ma rket in 1973 were r educ ed to a n average of $24 0,000 per market in the first quarte r of 1974, furth e r to an ave r age of $5 0,000 during Jun e-J~:y, and a llowed to increas e in August 1974 t o about $230,000. During thi s per iod, despite s trnng inflation=ry pressures, ' the exchange rat e was kep t stable through April a nd then , after be ing depreciated by 10 pe r cent, was again kept unchanged until mid-Sept2mber 1974. Since the beginning of 1974, the differen tial be tween the eff2c tiv8 Nouveau Marche r a t e (including customs duty ~nd taxes) and the black m.rket r ate increased s ub s tanti a lly; this diffel'ential had been almost negligib le in the previous year. In view of the excessive liquidity generated by t ~e bud ge t deficits, demand for the relatively cheaper forei gn exchange avaiLable on the Nouveau Harche built up to unprec edented l evels ITable 24). 

It was against this background that, in Se ptember : 974, th e authorities intr oduced a ·maj or change in the exchange system. The nl !\o1 mea s ure s res ulted in the es tablishment of a three-tie r foreign exchange sys tem, a s ub s tantial de pr eciation of the offici~l exchange rates and the e limination of duties and tax~s on a wide range of imports. 

--I7--An-effectl;e-e~change-rate-of-KR-SS-;-US$I-resulted-from-the-p ayment-or-a-subsidy on the' basic rate and was applicable to government tr ansfers to Khmer­dipl oma tic, consular, and religious missions abroad and to transfers by students for the purchase of text books. As part of the exchange reform on September 19, 1974 , this prefe rential rate was abolis~ed. 2/ On October 22, 1973, the official rate was depreciated to ,KR 302 per US$1 and the preferential margin was set at KR 45. Doe basic rate was depre­ciated to KR 3.75 per US$1 on January 3, 1974, and furth e r to KR 420 per US$l in April 1974. Doe prefe rential rate was set ' at KR 302 and KR '306 per US$l, respectively on those dates, implying a general increase' in the pr e ferential margin to about 20 per cent. 



Table 24. Khmer Republic: Demand for and Sales of Foreign Exchange on the Nouveau Marche, January-October 1974 

(In thousands of U.S. dollars) 

Demand Sales N>lI1lber Average Average for of of Demand Sales Exchan~e Exchange Exchange1/ Markets Per Market Per Market Rate=-/ 

January 1,517 1,517 9 168 168 375 February 2,382 2,382 7 340 340 375 March 3,716 1,513 7 531 216 377 April 6,354 981 8 794 123 420 May 6,851 1,555 9 761 173 420 June 5',821 402 8 728 50 420 July 16,741 436 9 1,860 48 420 August 20,414 1,855 3 2,552 232 4'20 September 20,224 1,248 6 3,370 156 1,689 October 12,619 3,598 8 1,577 450 1,700 

1/ In addition, ' approximately $3.040,000 went to finance the pur-chase of banknotes. , Il Exchange rates at end of period, except for September and October; the latter refer ,to highest rates at which exchange was sold on Nouveau Ma rche . 

, . 

.,. 
I-' 
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As Qf September 19,19 74 , the exchange sys t em cOllsests of three markets: 
the Narche Lebre, the Nouveau ~Iarche, and the market ~or CIP imports. The 
Marche Libre i s operated by the two principal commerc~a l banks and the rate 
is se t twice a week by the authorities at a l evel de tf!nnined, in principle, 
by demand and s upply conditions . The exchange rate ell this market is intended 
to serve as the le ader rat e for setting ex change r ater. in the other two mar­
kets. Initially; the exchange rate on the Harche Lib, 'e was set at KR 1,205 
per US$I; subsequent gepceciations hav e brou ght the rate to KR 1,630 per US$1 
on November 11, 1974. The supply of for eign exchange on the market is ou t 
of expor t earnings, r e ceipts from tourism, other invi gibles and capital trans­
actions . On the demand side, operations that cannot bE' financed on the Nouveau 
Marche or the market for CIP imports can , in principl." be financed on this 
"free" ma rket subject to prior approval for outward · tt'ansfers. 

As ,regards purchase of exchange by the Marche Libre, it deals with all 
operations involving the transfer of foreign exchange from any source or 
origin, carried out by p ~ r sons of any nationality, re Eident or nonr e sident . 
The Narche Libre was int ', nded to provide the foreign E'xchange necessary for 
financing the f6110wing operations, without prior authorizateon from the 
National ' Exchange Office : ( a) the emport of goods on a specific li s t to be 
published by the Ministr" of Commerce; (b) all ~xpenditures ab r oad of the 
Khmer Government -(diplom~ltic~ cons ular and other missions, educatio·nal gr an ts, 
postal and telegraphic e::penses, etc.); (0) subsistence and all medeca l ex­
penses for students and 't rainees abroad without grants~ (d) payments for ser­
vices rendered by a forelgn ' source. Other transactior.s can be financed through 
the ;·jarche Libre only if approved by the Nationa l Exchange Oftice. As re gards 
imports, access to tr ansactions on the Marche Libre is restricted to import e rs . 
me'e ting requir ements laid dawn by the Ministry of Commerce in 1971. 

The Marche Libre wa , ,introduce,d with a view to liberalize the buying and 
selling of foreign exchange ' and thereby eliminate th e ' black market that was 
channeling funds out of the official system. Initially, the exchange rate 
on the Marche Libre was se t at a level close to the black market rate of 
exchange, and the exchanre rates on the other two official markets were, 
in turn, linked to the fl;:.rche Lib'Ce rate at appreciated levels. In fact, 
however, a list of ' authorized imports for the Marche Libre was publeshed and 
issued only after the malket came into operation . The list was found inade­
quate, since it contained mainly nonessential commodities for \olhich there 
was very little demand, and was soon withdrawn. Within a week a new li s t 
of permissible commodities was rel eased which contained those goods eligible 
on the Nouveau Harche. As it has operated recently, the imp'ort of , goods on 
the Marche Libre is based on arbitrary authorization by the authorities and, 
in fact, only one transaction was permitted (Table 25). The market failed 
in its primary purpose of eliminating the black market, large ly because a 
very limited number of transactions · were approved for financing. Over the 
period September 19-November 8, 1974 total purchases of exchange by the market 
amounted to $3.2 million while sales amounted to ' $1.8 million thus leaving 
the Marche Libre as a substantial net purchaser of exchange (Table 26). Once 
the sales of exchange were severely limited, purchases of foreign exchange 
by the authorities also fell off, as the hop e d for diversion in the surrender 
of export receipts from unofficial to official channels did not materialize. 
The Harche Libre attracted proceeds only from tra.nsactions wh ich were surrendered 
in any case to the National Bank, such as export earnings from rubber and for­
eign exchan~e conversions by embassies. 



Table 25. Khmer Republic: Operations on the Marche Libre de 
Change During the Period 'September 19-November 8, 1974 

Purchases 
Nature of Operation 

Rubber exports 
Other exports 
Insurance payments 
Other invisibles (mainly conversions 

by embassies) 
Unutilized exchange for imports 

Sales of exchange for 'sans devises' 
imports 

Amount 

915,563 
672,121 
63,426 

1,342,732 
113,677 

67,400 

(In U.S. dollars) 

Sales 
Nature of Operation 

, I 
Imports through Marche Libr~' 
Government transfers 
Transfers for students and trainees 
Reutilization of exchange from insurance 

payments 
Freight for POL products for Kh~~r Armed 

Forces 
Other invisibles (airline tickets, 

travel expenses of ' tourists, etc.) 
Imports under the 'sans devises' system 

Amount 

299,914 
643,523 

96,635 

210,000 

428, 82J./ 
67,400 

Total 3,174,919 Total 1,799,889 

, 
Source: National Bank of Cambodia, Phnom Penh, Khmer Republic. 
!/ Refers toone transaction only, undertaken on ,October 1, 1974. No further import transactions have been ' 

authori2:ed; 
~/ Includes US$203,OOO travel costs for military personnel. 
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Table 26 . Khmer Republic: Purchases and Sa l es of 
Foreign Exchange on t he Marche Libre des Changes 

------------~-----------------~-----------------------------------------------

1974 Purchase; Sales Net Purchases Exchange Rate 
---------------------------------------------------------------------------~--

~~£te:"ber 

19-23 321 86 234 1, 204 . 80 24 101 6 95 1, 285 .00 25 28 14 14 1, 285.00 26 143 12 131 1, 285.00 27 48 23 25 1,285.00 28 226 18 207 I, 285.00 30 92 69 23 · 1, 285 . 00· 

October - ----

I " 95 8 87 1, 28 5.00 2 · 84 26 58 1, 285.00 
3 168 342 -174 1,235.00 
4 • 243 9 234 1, 285.00 
7 56 67 -II 1, 285.00 
8 149 9 140 1, 285 .00 

10 62 15 46 1, 285.00 
11 165 53 112 1, 285.00 14 47 30 17 1,285, 00 
15 4 8 - 4 1, 285 . 00 16 14 11 3 1, 285.00 
17 51 23 28 1, 285 .00 18 9 II -2 1, 495 .00 19 I 6 -5 · 1,495.00 
21 111 17 94 1,495.00 
22 31 4 27 1,495.00 23 55 27 27 1, 495.00 25 56 15 41. 1,495.00 28 140 3 137 1, 495.00 29 114 12 102 1, 495.00 
30 25 5 20 1, 495.00 31 221 217 1/ 4 1,495.00 

November -------

1 29 7 22 1,495 .00 
4 51 32 19 1,495.00 
5 95 85 10 1, 620. "00 

-------------------- ----------------------
Source: Nati onal Bank of Cambod ia) Phnom Penh .. Khmer Repub lie. 
1/ Includes $210,000 for POL fre i ght of the armed forces. 
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The black ma rke t continue s to exi~t and the exc~ange r a te on ~hi s market 
ha s been fluctuating betwee n KR 2,200 and KR 2 , 800 per US$l in the first half 
of Novemb e r 1971, . Though the actual magnitude of the black market is unknown, 
the wide fluctuations in · the exchange r a te over short per i ods of iime would 
sug ges t, prima facie, that it is fairly ·nar row. 

The Nouveau Marche des ChanLes, in principle, se lls forei gn exchange 
for all commodities not on a spec ific list. All finc..ncial tr ansa ctions are 
carried out on the Marche ~ibre. Since September 19, 1974 th e Nouveau Marche 
operates on an auction format where a predetermined cIDount of exchange is 
sold to the highes t bidders. For each market the aut horities set a "floor 
rate" above wh ich oids have to be made. This floor level was initially set 
at the substantially depreciated rate of KR 1,110 pEr US$1 (on Septemb e r 19, 
1974) and is adjusted in the li ghl of developme nt s i ~ the Marche Libre rate. 
In principle. the floo r ex~hange rate on th e Nouvea~ Marche .i s se t at a ~evel 
5 per cent appreciated over the Harche Libre rate, bu t in practice the rate 
has varied between 5 per cent and 13 per cent appreciat~d over the Marche 
Libre .rate. Since foreign exchange is so ld, on the Ne uveau Ha rche, at the 
rate offered .by each bidder, if his bid has been accfpted, there i s in fact 
a cons iderable mu ltiplicity of exchange rates on the market. Th e ~ifference 
be tween the "floor rat e" on the Nouveau Marche and ete highes t rate at which 
exchange is sold has on occasion been ·as much as KR ~ 50 in the r ecent past. 
On November 15, 1974, the "floor rate" was KR 1~570 ].er US$!. 

'The third official exchange market is for transac tions dealing with imports 
unde r the U.S. Commodity Import Progr am procured direct.1y in th e . Un it ed Sta tes. 
Importers may haye access to this market only through SONEXIM. The exchange 
rate on this market is, in principle, set at a l evel s6me 20 per cent ' appre­
ciated over the March~ .Libre rate expressed in riels per U.S. dollars; in · prac­
tice it has moved around this percentage. The reasons for the appreciated 
rate are the cumbersom.administrative formalities a nd the l ong delivery times 
that occur for imports under the CIP. Imports under the CIP aid program procured 
ou tside the United States (Code 941 countries) are effec ted in principle at a 
rate 5 per cent appreciated over the exchange r a t e on the Marche Libre. 
Imports under the U.S. PL 480 program are effected al the exchange r ate prevail­
ing on the Marche Libre; th e freight charges for such imports are converted at 
the preferential CIP-market rate for cargo carried or, U.S. ships. 

2. Administration of control 

Exchange control is administered by the National Exchange Office, an 
autonomous agency within the National Bank; this office is empowe red to 
autho rize all operations related to settlements with foreign countries, to 
foreign investments, and to nonresident accounts. The Ministry of Comme rce 
is in charge of the administration · of import and export controls. 

3. ~rescription of ~~EE=~~ 

Settlements with five countries with which the Khmer Republic has bila­
teral payments arrangements are made through bilateral accQunts. Those main­
tained for Czechoslovakia, Eastern Germany, and the U.S.S.R. are denominated 
i~ pounds sterling and those for Bulgaria and Poland in U.S. dollars. Settle­
ments with other countrie-s take place in converti·ble currencies. 
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4. Nonresident "accoun ts 

The follo«ing categories of account may be maint.lined for nonresidents: 
Fore igners I Account s in Riels, Capital Accounts, Nonn~s ident Accounts J and 
Foreign Currency Accounts. In addi tion, Khmer nation.lls stayin~ abroad tem­
porarily but not recognized as nonresidents, and fore ,egners staying in the 
Khmer Republic but not r ecognized as r csiden~s , may maintain Inte rnal Acco~nts 
of Nonresidents. There are sepera t e regulations conc (~rning nonre sident "accounts 
that may be used to finance transactions in the free :rade area of Komponp-Som . 

a. For eigne rs Accounts in Riels may be ope"ned, without permission, for 
foreigners-;:esidT;;~o;:;tsi;j"e-the-KhmerRepublic. They are r e l ated to the 
country of re~idence of the account holder. They may be freely credited with 
(1) proceeds from t.he sa le on the Phnom Penh excha~ge market of the currency 
(but not banknotes) of t1e country of the account holder; (2) payments for 
authori~ed imports (including incidental expenses) from the country of the 
account holder; (3) earnings on investments in the KhTner Repub lic and receipts 
from r e payment s on Khmer s t ocks and bonds and on othel~ inve s tments "made in 
the Khmer Republic after May 1.956; and (4) interes t pd id by the banks on funds 
kept ' in , the accounts. T.lese accounts may be freely d" bited for norma l expen­
ses in the Khmer Rep ubli: a~d, provided that it is quoted on the Phnom ,Penh 
market, for purci:lases of the currency of .the country of the account holder 
( excep t in the form of bankn·otes). Transfe rs between Foreigners' Accounts 
1n rie ls related to the, same country may be made freely. 

b. Capital Accounts m . .:l~· be cper.cd ',:ithcut per;'il;i . .5sion. Subject to dutho-
rization, these--';cco;:;;;ts'-;;;ay b e credited with (I) proceeds from the sale in 
the Khmer Republic of Khme r .. s t ocks and bonds; (2) pro"eeds from the sale in' 
the Khmer-Republic o f participations in corporations ,>ther than by purchases 
of stocks and bonds; (3) contractual or advance repayments of Khmer stocks 
and bonds; (4) proc eeds from the sale thr ough an authorized notary of real 
estate or businesses located in the Khmer Republic and in the possession of 
a nonr es ident since Janu a ry 1, 1955 or acquired by him , at a lat e r date 
either through inheritan:e 'or with the permission of the National Exchange 
Office; (5) repayment of loans g~anted to r esidents p"ior to January 1, 
1955, or after that date with the approval of th e National Exchange Office; 
and (6) tr a nsfe rs from another capital account r e l a t ed to the country of 
the account holder. Capital accounts may be fre e ly debited for (1) living 
expenses of the account holder or his family up ' to KR 1.,000 per person a 
d ay , and up to a maximum of KR 50,000 monthly, and ' (2) expenses connected 
with the administration of foreign assets in the Khmer Republic (stocks 
and bonds, buildings, land, ett.). Subject to authorization from the 
National Exchange Office, these accounts may be debited for (1) purchases 
in the Khmer Republic of Khmer stocks and bonds; (2) subscriptions to, or 
increases in the capital of, a Khmer firm; (3) purchases throu gh an author­
ized notary of title to. real estate or businesses loca ted in the Khmer 
Republic; (4) loans in riels to residents; (5) transfers to another capital 
account related to the country of the account holder; (6) living expenses 
in the Khmer Republic of the account holder's employees if the account is 
h e ld by a firm (corporation, bank, etc.); and (7) gifts to in'dividuals and 
to social,_ cultural and religious associations. 




