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CONFIDENTIAL May 1996

THE CURRENT SITUATION IN CAMBODIA IS APPALLING
THE DONOR COUNTRIES MUST REACT URGENTLY

[- POLITICAL SITUATION: A SLIDEBACK TO A COMMUNIST-TYPE REGIME

The democratlc process envisaged for Cambodia in the 1991 Paris Peace Accords, beginning
with the 1993 UN-organized elections, has been brought to an end. In its place is a country now
governed by an increasingly authoritarian régime that is all too reminiscent of the past. Despite
the election victory of the royalist FUNCINPEC party, power has been retained by the former
~communist Cambodian People's Party (CPP).

The changes that have occurred in the last three years -- a new Constitution. the restoration ot
the monarchy, the formation of a coalition government between neo-communists and rovyalists --
are only cosmetic. In reality, a communist-type system -- characterized by a total fusion
between the rullng CPP and the State -- remains firmly in place. The Constitution is not
respected. There is no separation of powers. The National Assembly serves merely as a rubber-
stamp parliament. Lacking independence, the Judiciary is under the control of the Government.

The Constitutional Council, similar in function and scope as the Supreme Court in the United
States or the Conseil C onstitutionnel in France, has yet to be formed. In short, the Government

~exerts its authority without any checks and balances.

Moreover, there is no independent body, such as the General Accounting ()ffzce in the U.S. or
the Conseil d 'Ltat and the Cour des Comptes in France, to control or to audit the Government.
Government decnsuns are often arbltra-__;,_ and 1llegal yet there are no institutional mechanisms
through Wthh to quesuon such decisions, let alone to appeal against them. Govemmental
| .dems1on-1--:z___;_akmg is concealed from the pubhc and public contracts are also kept secret. This
‘applies particularly to a '-,'_ziorestry policy that has led to large- scale and uncontrolled deforestation

wnh very grave and damagmg consequences for the environment.

Further, the nghts and freedoms of the citizens such as expression, assei_;; \bly and association are
tdemed by the - __'al_bodlan authsntles W1th0ut any regard for the Constltutlon or the numerous )
whi ' While government critics
are silenced by threats to their lives and livelihood, journalists are kllled in broad davhght or
-sentenced to prison. .pposmon poll‘ucal pames are banned from Qperatmg anywhere in the
- country. ‘And outspoken MPs are expelled from Parliament for exposing government corruption
and other abuses of power. The political and civil rights of the Cambodian people are under
_ ”df:%ault bv a Uovemment that 1s mtolerant of dibsem and a climate of fear prevall
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_ ..?.-:Slnce 199’? Cambodla has recewed the 1ar£est Der capita amount of mtemauonal ald than any
“other (:,mmlrv Neve"'__?'}?:__'_*h"e]ess mlsmanagement in the n’ubim finance sector and of the country's

o '_.'}_ndiural respurces has mcreased at a rapid pace and continues unabated today. Asa resuli 1he_ o

-ajorlty of the pOpulallon have not 11‘1‘1_}-_,_.1’0\/6‘ ‘Uﬁ 10



1- the disastrous 1m;_'_act of deforestatlon whtch has brought about successive natural disasters
's) ‘causing chronic food shortages throughout the countryside where

- (flc é-i___-nds droughts, storm
more than 80% of the Cambodlan populatlon live.

o 2 the mlsmanagement ot the natlons economy and the embezzlement of public funds through

o . ":respeetwely

. fstate ment by Prime |

‘systemic corruption: State revenues are diverted from the National Budget (parallel budgets are
- run by the two Prime | I.-f},_?1nlsters the Army, the CPP, ...); State assets are sold or leased secretly
“and 1llegally (e.g. Embassies in Bangkok and Tokyo) Public contracts, awarded to dubious

companies solely on the basis of "commissions”, fail to make any contribution to the economic
"development of the country. ;

3- the lack of political will, and the resistance of the powerfully entrenched interests of the CPP
through its association with the regional Mafia, to implement structural reforms such as land,
tax, administrative and civil service reforms, and to set up the appropriate tegal framework in
order to attract serious and reliable long-term foreign investors.

4-a contmumg civil war which accounts for 58% of the current expendttures in the 1995
- National ludget and helps to conceal the many irregularities and abuses of power. This
includes the payment of salaries to ghost soldiers purchase of overprlced eqmpment and other
inflated expendltures mvolvmg commissions”, collection of "taxes" and "duties" by armed
-grou:_{;s__, acting as substitutes for the official Tax Department, massive 111egal logging and
sm ugg]mgp drug trathckmg? covert borrowings on behalf of the State contributing to the ‘parallel
buget run by the Army '

_Fhe 1rregular and 1llegal practlces involve enormous sums that exceed the total amount of
“international asmstance reoeived by Cambodia every year. Some examples mclude

- logging revenues alone diverted from the National ludget amount annually to at least $200
_'_--mlllun o_;_*'_.er the last :-__Eew years (more than two million cubic meters of wood were sold each
‘year to foreign traders no llsmrsea more tnan 35 i UU per cublc meter to tnelr La:_-_?_,:5__'f-b.odtan

artners). As a basis for comp

“:zm]llion was ottered by mte'-atunal donors

the Cam bodlan ma.-ssies in Bangkok and Tokyo are worth $100 million and $600 million

e the $1 3 .bllllon 1hanoukv1lle orcuect was awarded to a small and unknown Malavsmn”

":eom pany (Anston) t{___-{-{_fat pro_"-ised to pay "commissions’ tota lling $108 mllhon (aecordmg toa
Ainister N orodom -z_f"_-_j-anandi_féh_ '- h11:-5___%, se t‘) but has m et no ne of its contractual
Nearly two years after the signing of the contract, construction has not et

'-?e,' by not Selectlng the right partner for this moqt m po-ant pr.)ect from

,oohgat:ons to date

| ; the qtart Cambtdla -,_.;2'2':'_'as lnst tremendous deveiopment mvestment and ob opportumtles -- NOT
"--."gf'.-ﬁhave taxes been oollected to support the State. budget In taet the countrv 1S stuck m a leﬂal

. "entanleement mvo]vmg pQSSIb]e blackmall N

‘}IBIQ OW’I’I@G rubber plantatlons prowdea Gﬂﬁ‘*Tﬂ!Tl GI Ihﬁ total ::»tate revenueq DST’I‘@ Ih@ war '

'-_'}fet this revenue 1s non-existent today. Nevertheless, customs Ugm’ es reveal that Cambodia’s

L rubber exports  totalled $37 million in 199 5. Although ﬂ’li s revenue was CO] Iected i

_ 5 L u tt 1 g ,__o f r u"he r tree s e st 1 1 ated a,t $22.5 m
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N amlndla Intematlonal donors must not allow themselves to be misled by rhetoric.
R _}1 s mt yet a democratlc co ut o

PROILEMATIC

IIL- HE 1998 ELECTI.N S A.. BECOMING MORE AN I M.
The pohtlcal 31tuat10n in Cambodia today does not bode well for the 1998 national electlons
" The lack of attention given by the two Prime Ministers to future elections demonstrates that they
are not committed to holding the_;; 1 according to the constitutional schedule, if at all. The
aba:ence of an apen national debate about the proposed election system and law is just one
‘example.
the conduct of a national census, identification and registration of voters, adoption of nationahty
and electoral laws, constituency definition, creation of an impartial election commission,
recruitment and training of electoral staff -- are all being sacrificed to the chaotic political
disputes that characterize the faltering relationship between Cambodia's top leaders and therr

parties.

"If there 1s anything that the two Prime Ministers agree on, it is that they are both reluctant to

place their mandate to the test of a popular consultation. They could easily justify postponing

the elections for the following three reasons. First, although the United Nations granted
unprecedented priority to the 1993 elections, UNTAC's impressive electoral infrastructure
cannot be rephcated by the Royal Government of Cambodia (RGC) Second, massive
“international assistance is required, yet an official Government request to donor countries for
similar election support has yet to be made. Third, the Government could cite the familiar
excuse for its problems, the Khmer Rouge, as a security threat. Time is running out for the
Cambodian authorities. If t{;ey are genuinely committed to the spirit of the Paris Agreements,
successive an?*,,-_lfperlodlc national elections must follow the current five- -year transitional period.
- Furthermore, in accordance with the full scope of democratic principles that are enshrined in the
. "Cambodlan Constltutlon the next national elections must be held i in 1998.

In order for the outcome to qualify as "free and fair", the elections must also take place 1n a
'- _5'p01111(/dlly neutral environment. Given the current cllmate of intimidation, it is highly doubtful
that the 1998 elections will be " ree and fair". International technical advisors are needed now,
we]] mn ad%{.ffgance of the electlon to help develop the mechams='._;aj_-_-z___s that
en a neutral polm '__;-al_.:al en; ._-_-1;ro-;_f ont

~ the ¢ durmg the campaign and polling phases, are also essential to the conduct of a "free
' zand falr competition, Since Cambodia lacks the political will and resources it needs to ensure

a gmume electoral contest mtez.,:_5-.']:_',atlonai assxstance - fi nanmal techmcal and matenal _—

N ,'_-.jprwldes the only msurance that the 1998 electlons will even take place

B ?In a -,ubhc speecf 1In ._efarch of thls year Second Prime Mmlster Hun Sen estlmated the costs of

he 1998 elections at $20 million, but noted that this money -:-._:{.;_'j_.-ould be "better spent on buﬂdmg
- road ?;-*'f'-f-!‘.-j‘__'?_-_*}-_;;1_5-;5__‘f_.ﬁ?';._schnls” Desplte the cosmetic assurances of other top Government leaders to the
' 'holdmg of democratic elections in 1998, Hun Sen's comment reinforces the fact t,;.:_f,a"t these

- 'éelectlom are becommg more and more pmblemdtlc for the Royal Govemment There is no

S '-,_hcttcr ‘reason for 1n51st1ng t;___.{fj_at t;,g_e RCG promptly requests and accepts the mtematlonal

' -_qmdance and assmtance 1t needs to guarantee a tru] free and falr electlon n 19‘38

The RCG has also demonstrated tlme and again, its conte; 'pt for the basw democraﬁc

‘principles that, if nnplemented WC soul d lead to greater economi

-oreo ver the msti tu‘u ons t?____-;;}';at
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The pre-election activities that are essential to a "free and fair" outcome -- including
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o ..electoral practlces it and when they occur The international commumty must remain vigilant to
~ the growing threat this represents to the economic development of the country. Democratic

. . ) _'11]01’8
o '}}drou;f}fﬂjhts and ﬂn”,;s,

o -:-'_-'1‘1 nal ly to a c?_,-:-?_.)'romc food shortage. lefore 1970

o dlspersmn of maIlV S-'_ECIES Of ;'.,_-1_-.sh
O summary, deforestation is headmg down the wrong path at a reckl
W
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 elections are éssen‘ual to the future of Cambodia. If Cambodia is to develop economically, the
~international commumty must insist that this democratic expression of pOpular will be allowed

to take place in 1998.

IV- THE MORTAL DANGERS FACING CAMBODIA: DEFOR ;STATI()N WAR AND
'ANARCHY

It present RCG policies continue without any serious adjustment, Cambodla will
succumb to three mortal dangers associated with deforestation, war and anarchy.

- 1) EFRESTATIN

H M. King Norodom Sihanouk has spoken out on several occasions regarding the RCG's timber
-"pollcjy Enwronmental experts from the FAO, UNDP, World Bank and concerned NGOs have
also analyzed and reported widely on the Government's unbridled exploitation of the country's
forests. This pohcy of de-f,ﬁio.restatlon represents a reckless, short-si ghted and neghgent dlsregard
for Cal_a{bohas most valuabie and life-sustaining natural resource.  Nevertheless, the
‘Government is unresponswe to the mortal dangers of its wanton destruction of Cambodia's

forests.  All remaining forests have been sold by the Government through secret 10ggm0

r-c.ncessmns in violation of the Constltutlon and with total ¢ dlsregard of a ban that has been in
- force since 1992. -"_lthoug:_there is ample evidence of the fact that this illegal fellmg of tlmber
-fresu]ts in the dlversmn of urgentlymeeded revenues from the =-.':at10nal Ireasury, the RCG
~ permits this to contmue unabated. This alone should be cause for alarm among international

- donors who underwrite nearly 50% of the national budget. There are other reasons for concern.

; Cambodla s forest cover accounted for 73% of the total 1and
area. --j‘-{;._.f-oday, this cover is reduced to apprommately 35%. With the opemng up of the count-
~ deforestation has dra-V _atlcallv 1 :,'_r;-:-fc-reasej__;-;__j causing wigc despread environmental ¢ daléj_.f age. For the
~ Cambodian penple the consequences are lethal: desemhcatlon process, climatic change,
':-_acceleratmn of the erosion of soils and the sﬂtaﬁon of lakes and rwers occurrence of more and
.__-ireq uent natural” (actually man-—made) dlsasters w1th a new pai tern _'-'?Of altematmg
combined in some places with prevuusl;_z _-'_'experlenced storms and
"-hese phenof___fﬁ__'_}-;_ ena have 1ed to crop ¢ destructlon reductuns in agricultural ylelds and '-
_ ' 70, Cambodla was the world's third largest rice
' '-l;!expo . ?f.f_*}i_f'-ambodla cannot even feed her own peeple and contmues to rely heavily
on mtematlonal nd aid. - "he sﬂtatl.n of the Tonle Sap (__.eat lake in th e central T part of
_*_-i_'_.ff_;_-ambodla) has also produced an 1ncrease in water temperature. In tu;,.. _'j-it}' is has provoked the
' ;g.__"fs;._;é"",_1.l'l-e'other«: hawe dlsappeared altogether . yet another cause
0__-concem since fish r-represents the main source of protein for the Cambodlan peaple In
] '*'j'less pace toward ‘greater

"?edy and disaster. It is 1mperatwe ndu,d urgent to stOp the klllmg hands 0f thc o

'lefore the cml war began in 1970

landslides.

rter; but in 1996

N -}human trag
?gel s and t_____-:;;:'_EII‘ po_htlcal accomphces

f-.,R

- ’

'r Drowdes :0-.;_._._";.._._._"..:ertullw \,e%ted mtereqt% thh te'ecovar thev need to €X{”}101’t S
gain. 'f-§e tos ;;estation corruption, sn --u}ir "-lmg dru traﬁicki ng arbltrar{-} o
that has alreadv' '-



R endured more than tp decades of war. The war ¢ decnnates the will and conﬁdence of the

E : _.'_'.-Cambedlan people

who hold per capita world records for the number of widows, orphans and
o handlcapped mdmduals Caij}- ;?:_'ff-b'odlans are also expcsed to the horrific and 1nd1scr1m1nate nnpact
~of landmines that continue to be laid each day by combatant forces. The war not ¢ only obstructs
~ the process of reform by dwertmg national resources from urgent civilian needs to useless and
~ destructive purposes, it maintains Cambodia in a state of extreme poverty, underdevelopment
-_-.and dependency

f 3) ANARCHY

~ What is most lacking in Cambodia is the rule of law. As a result, the State is very weak and
fragile: it is deprived of its custorn ary responsibilities and the necessary means for governing the
-ccuntrv Those who benefit most from these anarchic conditions are warlords and regional
Mafia who rule as a shadow force. throu h then‘ parall | and intertwining relationships with tcp
polmcai leaders.

a- Crimin al activities

It is no exaggeratlon to describe Cambodla as a Matfia State. Criminal activities are on the rise
‘and are flourishing with the full support and comphcﬁv of Government leaders who lack the
political will and have no interests to enforce the law. Systemic corruption has created a
 wis_;-:;blctlc relationship between crl-_!__;._lnal organizations and State officials at the hi ghest levels of
"--;._'_ﬁ-ffj__overnment Act1v1t1es such as trattlcklng in human bemgs and ¢ drugs adult and child
_ _;_{__;;-__rcstltution and money laundermg are undertaken by criminal organizations that receive the
- protection of these same hlgh raf.f?:_ffz-_,__f'_-_lng Government officials. Yet the deadly A]DS disease is
| __tprollferatm g at an alaf,a_ ing pace because of prostitution, poverty and ignorance. Countless
~ political assassinations, extra-judicial executions and other acts of violence and intimidation
~over the last few years also qualify Canr _gﬂcdla as a terrorist State. It is also no surprise that such
“crimes go unsolved. Any serious i investigation would only lead back to Government ofﬁmals
._ -and a State apparatus that has retal{ ed all of 1ts commumst structures. '

i —- : lm Poss ibil ity to iml‘eme nt reforms

. redrcss the present Sltuatlcn many funda-_s-_;_, ental reforms must be Im plemented yet

~ powerful ly entrenc e_';-"-;1-:nterests
s of reform. In fact, none of the basu: retcrms that v
S --f_'{ffbeen nnnlem ented bv te " RGC

| 'a;_ ._.-r_an an re 1‘0 n-:{___' 1S. tax re .or

- Central Bank all rel-:,];i?-;_'_-aln unattended to.

nﬁ‘ 81’11@ rpl”l S@S t'_ e
~ granting of put
S RN fzfremforced a lawless soc1eﬁ.’_,’-¢-’-

who want only to prese ve the status quo, obstruct the process
vould address l._f-f.ambodlas real needs have
KU was. estabhshed nearlv three vears ago. Land and
m, adi '-__-1n1 ﬂtrah ve reform, n of the
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' ry's natural resources and State assets the
lic cpntracts a;_dt'_e Superwsmn of extemal trade Prec;ervms_z the slatus quo hae
'_h’z ch syc;temlc and predatoﬁ'_j-.f / corruption, the em :.___;f'--_ezzl ement of
-_-'-,_-'-i?ft',tﬂte revenues and ‘the practice of parallel
me .?'_____f..?__-;inisters and thelr pchtical partles remam rampant and_ -
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Treasury Rather than collect corporate taxes from the business community, the present
leadership also encourages these potential tax-payers to reward Government officials for "fast-
track" cooperation and the rlght to do business in Cambodia with personal "gifts", i.e. , direct
payments of cash. In fact, Second Prime Minister Hun Sen has already begun his electlon
campaign and proudly shows off his "donations":  hundreds of schools, canals and parks
bearing his name and reportedly financed out of his own pocket. He openly acknowledges that
he has requested and received "contributions" from prosperous companies and wealthy
“individuals. This corrupt system of clientelism works to the detriment of the State which is
deprived of normal revenues and thus unable to perform its normal functions. In the absence of
transparency and accountability, it 1s increasingly difficult to plan and implement development

policy at any level, in any SECLor.

In practice, international assistance to Cambodia constitutes either direct or indirect budget
~support for the State in the sense that it enables the latter to avoid performing its normal
functions such as development of the country's infrastructure, education, health care. social
welfare, and so forth. A significant percentage of the functions that are normally undertaken by
the State are actually performed by donor countries, either directly through bilateral agreements
or through multilateral agencies and non-governmental organizations (NGOs). As a result,
“benchmarks of progress are ignored by Cambodian officials who do not manage public funds as
stringently or scrupulously as they could and should. State revenues are not properly collected
and expendltures are not properly controlled. Even the gap between current revenues and
expenditures in the national budget is automatically covered by international assistance in the
form of direct budget support (with cash or commodities that can be casily sold for cash).
‘Therefore, there is no incentive for Cambodian leaders to collect additional revenues or to cut
unnecessary expenditures in order to balance the State budget. Thanks to massive unconditional

international assistance, Government officials lack all sense of public responsibility and
_ accauntablhty ‘while easﬂy and safely indulging 1n corrupt practices through the

~mismanagement of public funds. It is simply unnecessary for the RGC to implement reforms in
“order to make Ca,mbodla more self-reliant.  Under these conditions, Cambodia will remain
-__'J.heavﬂy dependent on mternatlonal asswtance and retain her international beggar status, for
o many many years to- came ' - '

IN 'ERNATIONAL ASS ISTANCE MUST BE CONDITIONAL

' Calﬁbodla 1S deﬁmtsly on a bad track. Some would argue that patience is required, that the
_ -':leadersh]p needs time to redress the situation. This is not a valid or helpful argument. Allowing
 more time when Cambodia is headed in the wrong direction will only make matters worse. It 1s

__'noi even a matter of bemg severe or c.mpiacent because we are not Judgmg whether the glass 1S

: -'comansnn since it would not be difficult for any ﬁovernment to do better than the

~ half- qu or halbempty-— -- We _}USt notice that 1t is rapidly drammg The Khmer Rouge period
- __;{ 195 -78) should not be used as a basis from which to ud;ze progress. lhis is a mlsleadmﬂ
K 'hmel
‘Rouge, who repref;@m an abso lute evil. It is more accurate and appmprmte to Lompare
o -;;_f_f.f-;_';;:alnbgdla today with the .__‘-_;-'}'j;ambodla of Sangkum Rt,astr --:_1,-__-...f,1vum period (1953- 1970) or to

nughboumw countries in recent years. An even more a__-__ff:_pmprlate benchmark of progress lies in

R the extent to which Cambodia could have developed given the unique mtemaﬁonai attention

T d c l earur w Sl nn __or t '_,e f uture of’ the count

| ._'masswe external ass_istance she has received since the Pam Peace Accords were signed.
| f,_‘ln_eed where mlght Cal-_fbodla be today tf there were less corruptlon greater p p.htlcal wil and

on the part o}? 'j-'the Ca1 _,:odlan leade rs h1 p

o Beca use of systemlc co{_-z}-_ _, Upilln pohtlcal power is oﬁen as socmtc..d Wi th il leommate fmancml -
”--*mterests that tend to dlstort economlc and boma] Condltlons m Cambodla A war that 1*; -




financed mainly by illegal logging, _helps to conceal economic and financial irregularities, as
well as human rights abuses, and only enriches and consolidates the power of a few
authoritarian and corrupt leaders. War and deforestation inevitably lead to increasing poverty
for the Cambodian peasantry who comprise the vast majority of the people. The resulting
‘public discontent and protest generates reaction from the Government, leading to a political and
military crackdown on political dissidents and opponents. Therefore, war, corruption,
environmental destruction, poverty and human rights abuses are closely inter-related and form a

vicious circle in Cambodia.

International assistance should be conditional upon fundamental benchmarks of good
governance. This 1mphes strict adherence to the laws of the country -- in particular the budget
law -- transparency in public decision-making, and accountability to the National Assembly and
pubhc opmlon Donor countries should closely monitor the implementation of necessary
retorms 1n accordance with a clearly defined timetable -- and make sure that the corresponding
benchmarks are effectively met. They should not rely on rhetoric and promises made by the
Cambodian leaders, nor on the purely cosmetic measures the Government has taken in response
to the donors' legitimate demands, as has been the case over the last three years.

It has been suggested that the conditionality of aid to Cambodia will only hurt the Cambodian
people. To the contrary, under the circumstances described above, massive and unconditional
‘international assistance is a hindrance to the urgently-needed process of reform that is necessary
if Cambodia is to get back on her feet. Unconditional aid helps to conceal the impact of the
plundermg of natural resources by a local Mafia that is supported by the current political
~ leadership and that is engaged in various criminal activities. Unconditional aid also makes
Cambodia increasingly and mdehmtely dependent upon external assistance. The aim of donor
- countries should be to help Cambodia become more self-reliant by promoting sound and
'sustainable economic development policies. Adherence to the rule of law, transparency and
.._accountablllty as well as respect for human rights and basic democratic principles, are needed
n order 1o reverse the current trend towards totahtarlamsm and economic chaos in Cambodia

?"fIf the mternatlonal community genumely wants to help Cambodia, it should insist on the drastic
-.c?___.if-__anaes in attitudes and pohcles that are required. It should not allow the feehng of guilt that
'_-.-may be assomated ‘with past tragedles to guide the relationship beta._;_;-een donor nations and the

- Cam bodl an Government. In the face of the mortal dangers described above, such len: 1ency only

"re;ards an elite few at the expense of the entire nation. If the international community wants to
help the Cambodian people escape future misery and 1raﬁedyj donors must be straightforward
“and tough w1th the anachromstlcally authomarlan and blmdly-corrupt Cambod1ar1 leaders of
‘t. day - - _

SAM RAINSY

Elected MP
- Pr esdent of Khmer Nation Party
F onnel Mlmstel of Fi Inance.




