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CAMBODIA’S SMALL DEBT: WHEN WILL THE
U.S. FORGIVE?

THURSDAY, SEPTEMBER 30, 2010

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON ASIA, THE PACIFIC
AND THE GLOBAL ENVIRONMENT,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC.

The subcommittee met, pursuant to notice, at 2:05 p.m., in room
2172, Rayburn House Office Building, Hon. Eni F.H. Faleomavaega
(chairman of the subcommittee) presiding.

Mr. FALEOMAVAEGA. The subcommittee will come to order.

This is a hearing of the Foreign Affairs Subcommittee on Asia,
the Pacific and the Global Environment. The specific topic for dis-
cussion this afternoon is “Cambodia’s Small Debt: When Will the
United States Forgive This Debt?”

I am going to begin the hearing by giving my opening statement.

I do want to say, Mr. Secretary, I deeply appreciate your taking
the time to come again and make this appearance before the sub-
committee. I want to say that this town is practically a ghost town
ever since we took the last vote last night at about 1 or 2 in the
morning, and everybody is out trying to get re-elected. I thought
we were going to still be in session next week, but things change,
and this is where we are now.

Between 1972 and 1975, Cambodia incurred a $276 million debt
to the United States through the provision of agricultural commod-
ities. General Lon Nol incurred this debt to support his chaotic and
dictatorial regime, which seized power through a coup, making his
an illegitimate government in the eyes of many of today’s Cam-
bodians. Lon Nol did nothing to address this debt.

The Khmer Rouge came to power in 1975. This regime also failed
to service the loan. In addition, it killed or starved at least 20 per-
cent of Cambodians, some 7 million people, and neglected infra-
structure and factories and reverted to ancient agricultural tech-
niques, all of which decimated the Cambodian economy and any
ability to repay the debt. Vietnam occupied Cambodia for 10 years
after the Khmer Rouge lost control, and they also ignored the debt.
Consequently, Cambodia now owes the United States $444.4 mil-
lion, including interest, as of December of last year.

I want to give a little sense of perspective concerning the history
of U.S.-Cambodia relations because I think it is important for the
record that this be noted. At the height of the Vietnam War, Cam-
bodia was very much a part of our overall military and strategic
interests, and some highly questionable decisions were made by of-
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ficials of the Nixon administration, including President Nixon him-
self.

Part of the U.S. frustration in dealing with Cambodia was due
to Prince Sihanouk. As ruler in Cambodia, he maintained a posi-
tion of neutrality on the war in Vietnam, yet, at the same time,
was unable to prevent North Vietnamese military forces from set-
ting up sanctuaries or strongholds along the border between Cam-
bodia and Vietnam. Prince Sihanouk’s government was later over-
thrown by General Lon Nol, supposedly with the assistance of the
United States, although this has never been proven to be true.

Against the advice of his Secretary of Defense Laird and Sec-
retary of State Rogers, President Nixon accepted the recommenda-
tions of his military commanders by sending military forces into
Cambodia to destroy those North Vietnamese sanctuaries along the
Cambodian-Vietnam borders, raising the specter of expanding the
war in Vietnam despite an established policy of supposedly winding
down the overseas U.S. military presence in Vietnam.

It is believed that the U.S. military action going into Vietnam
contributed to one of the greatest tragedies of recent history. The
American invasion of North Vietnamese forces inside Cambodia un-
leashed thousands of tons of bombs on Cambodia. It also caused
North Vietnam to conduct large-scale operations in support of the
Khmer Rouge, who were fighting against Lon Nol’s government,
which was supposedly supported by the United States.

I quote from George Herring’s book, “America’s Longest War: The
Ultimate Tragedy”:

“From beginning to end, the Nixon administration viewed its
new ally, General Lon Nol, as little more than a pawn to be
used to help salvage the U.S. position in Vietnam, showing lit-
tle regard for Cambodia and its people.”

It should also be noted that President Nixon’s decision to invade
Cambodia caused serious repercussions even within the United
States. College student demonstrations erupted all over the coun-
try, and some might have said this was Nixon’s worst nightmare.
One demonstration in particular resulted in four students shot
dead by the U.S. National Guard at Kent State University in Ohio.
Two students were also shot dead at Jackson State University in
Mississippi.

Some 100,000 more demonstrators showed up in our Nation’s
capital to demonstrate against the President’s decision to invade
Cambodia. Students at some 350 college and university campuses
went on strike, and more than 500 colleges and universities were
closed to prevent more violence. So this little insight in terms of
the history was not very pleasant in terms of U.S. involvement, not
only in Vietnam but what we did to the people of Cambodia.

Cambodia has asked the United States to forgive its debt or use
a portion of the payment toward U.S. assistance programs, which
include health care, economic competitiveness, civil society and
land mine removal—especially land mine removal, Mr. Secretary.
However, the U.S. Treasury and Department of State have showed
remarkable inflexibility and simply a lack of any cooperation on
this issue.
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Why does the United States insist on squeezing this little, least-
developed country out of $444.4 million? Why is debt forgiveness
not an option? Why do we not consider recycling the debt payments
for environmental conservation efforts or swapping the debt for a
much-needed educational exchange fund similar to the Vietnam
education exchange fund created by Congress 10 years ago?

This is the second in a series of hearings I have held in my ca-
pacity as chairman of the subcommittee on Cambodia’s debt. Dur-
ing the last hearing, held in February, 2 years ago, the U.S. State
Department testified that debt forgiveness or recycling for Cam-
bodia would set a pattern of forgiveness for other nations indebted
to the United States. In my opinion, Mr. Secretary, this is abso-
lutely ludicrous and without justification.

We should note that a precedent has already been established.
Six years ago, the United States forgave $4.1 billion of Iraqi debt
accumulated under Saddam Hussein’s leadership so as not to crip-
ple the new government. Bosnia-Herzegovina’s debt of $24 million
was forgiven in 1999, and Yugoslavia’s $538.4 million debt was for-
given in 2002.

But we must also consider the impact of U.S. activities in Cam-
bodia during the Vietnam War era. From 1969 to 1973, the U.S.
staged large-scale bombing campaigns in parts of Cambodia, which
still prevent the use of a vast majority of rich farmlands in this
country, Mr. Secretary. In certain regions it has restricted agricul-
tural development because many of these bombs that were dropped
never detonated and has caused a serious hazard, not only to the
citizens and to the people of Cambodia and just simply because the
ordnance is still there and it is a real, real serious situation.

The legacy of losses inflicted by the Khmer Rouge also continues
today. The average Cambodian earns a mere $5.50 a day, an
amount comparable to Mauritania, Cameroon and several other
countries classified by the International Monetary Fund as highly-
indebted poor countries worthy of debt reduction. But far worse liv-
ing standards face 30 percent of Cambodians, who live on less than
60 cents per day, according to the 2009 United Nations Develop-
ment Program report.

Given Cambodia’s status as a least-developed country and ac-
knowledging that the Khmer Rouge’s brutal genocide continues to
afflict the country today economically, other nations and organiza-
tions have shown considerably more flexibility in addressing Cam-
bodia’s debt.

For example, Hungary forgave Cambodia’s debt of $216 million
in 2009. Russia forgave approximately $1 billion of Cambodian debt
in 2008. In 1995, Japan forgave all claims against Cambodia in-
curred before 1975, which totaled $270 million. Additionally, the
International Monetary Fund granted Cambodia $82 million in
debt relief 5 years ago, acknowledging that Cambodia needed the
funding to reach its Millennium Development Goals.

Should the United States fail to forgive or recycle Cambodia’s
debt, Cambodia may turn to other countries for financial assist-
ance. Already, China has forgiven at least $60 million of debt and
extended loans to Cambodia for infrastructure and historical pres-
ervation. Such Chinese assistance often comes without conditions
for political, economic or environmental reform, thereby weakening
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the position of the United States and other democracies to influ-
ence Cambodia’s leaders.

Greater engagement with Cambodia could help the United States
achieve our foreign policy goals in the region and counter adverse
influences. Requiring payment of a debt incurred by an illegitimate
government more than 30 years ago, without consideration of Cam-
bodia’s historical trauma, runs counter to the need for greater en-
gagement, in my humble opinion, Mr. Secretary. This is why I ask
the Department of State and Treasury to end their opposition to
Cambodian debt forgiveness and support our efforts to give this
country a brighter economic future.

The Department of Treasury could begin by taking this issue se-
riously enough to send a witness to testify before this sub-
committee. Two years ago, and again for this hearing, the U.S.
Treasury Department refused to send a witness, which, in and of
itself, speaks volumes about the lack of commitment for advancing
American interests in Southeast Asia.

Finally, for the record, I want to express my opposition to a bill
that was introduced earlier this year, H.R. 5439, the Cambodian
Trade Act of 2010, which would prevent any forgiveness of Cam-
bodia’s debt currently owed to the United States and would ensure
that no textiles or apparel produced in Cambodia would be given
duty-free treatment within the United States.

My two colleagues who introduced this piece of legislation are
very dear to my heart, and we constantly work together on many
issues. My good friend from California, Congressman Rohrabacher,
and my good friend from Massachusetts, Congressman Delahunt,
who is retiring this year, unfortunately, are certainly champions
and senior members of this committee when it comes to human
rights.

While I have the utmost respect for my two colleagues who intro-
duced the bill, unfortunately, there was never any consultation
with me or members of this subcommittee. And I am deeply con-
cerned that a trade bill like this was introduced in response to
Cambodia’s deportation of 20 Uighurs who entered Cambodia ille-
gally from China. I do want to note for the record that I do oppose
the provisions this bill.

Prior to the introduction of this bill, I was in Cambodia and met
with Prime Minister Hun Sen, Deputy Prime Minister Hor
Namhong, and the Minister of Finance Cham Prasidh, at which
time we discussed the deportation of Uighurs who were returned
to China in December of last year. The Government of Cambodia
provided me with the following account of events which transpired,
affecting the status of these Uighurs.

Three groups, with a total of 22 Uighurs, illegally entered Cam-
bodia in June, October, and November of last year. But the United
Nations High Commissioner for Refugees failed to determine their
status and failed to provide the Government of Cambodia with any
information relating to the Uighurs’ entry in November of last
year. Two Uighurs fled the headquarters without reporting to the
Ministry of Foreign Affairs and International Cooperation. Con-
sequently, 20 Uighurs were returned in December because they
had entered Cambodia illegally.
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The Government of Cambodia has firmly stated that it adheres
to the principles of the rule of law and respects the International
Convention on Refugees. The Royal Government of Cambodia also
believes, and correctly so, in my opinion, that the United Nations’
High Commissioner for Refugees should do its part by acting in ac-
cordance with its mandate to coordinate the protection of refugees
in a transparent and expeditious manner.

While I fully support the rights of international refugees and the
mission of UNHCR, the Uighurs are a minority population residing
in China, not Cambodia. Therefore, if the intent of the bill is to
champion the cause of the Uighurs, it should not offer up a super-
ficial fix which pits Cambodia against China in a match-up that
should be, actually, between the United States and China. Simply
put, the bill should not use trade or debt as a means to address
the repatriation of Uighurs.

I remain firm in my position that the United States should for-
give or recycle Cambodia’s debt, given that there is historical prece-
dent for both options. And I commend Cambodia’s ambassador to
the United States, his Excellency Hem Hang, for tirelessly working
on behalf of the Royal Kingdom of Cambodia to bring these serious
matters to the attention of the U.S. Congress.

The Kingdom of Cambodia’s statement regarding the pre-1975
loans will be made part of the record.

[The prepared statement of Mr. Faleomavaega follows:]
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Between 1972 and 1975, Cambodia incurred a $276 million debt to the United States
through the provision of agricultural commodities. General Lon Nol incurred this debt to support
his chaotic and dictatorial regime, which seized power through a coup, making his an illegitimate
government in the eyes of many of today’s Cambodians. Lon Nol did nothing to address the
debt.

The Khmer Rouge came to power in 1975, This regime also failed to service the loan. In
addition, it killed or starved at least 20% of Cambodians, neglected infrastructure and factories,
and reverted to ancient agricultural techniques, all of which decimated the Cambodian economy
and any ability to repay debt. Vietnam occupied Cambodia for 10 years after the Khmer Rouge
lost control of Cambodia and also ignored the debt. Consequently, Cambodia now owes the US
$444 4 million including interest as of December 31, 2009.

Cambodia has asked the US to forgive its debt or use a portion of the payments towards
US assistance programs which include health care, economic competitiveness, civil society, and
land mine removal, among others. However, the U.S. Treasury and Department of State have
shown remarkable inflexibility and lack of cooperation.

Why does the US insist on squeezing $444.4 million out of Cambodia? Why is debt
forgiveness not an option? Why do we not consider recycling debt payments for environmental
conservation efforts or swapping the debt for a much needed educational exchange fund, similar
to the Vietnam Education Fund created by Congress in 20007

This is the second in a series of hearings I have held on Cambodia’s debt since becoming
Chairman of this Subcommittee. During the last hearing held on February 12, 2008, the U.S.
State Department testified that debt forgiveness or recycling for Cambodia would set a pattern of
forgiveness for other nations indebted to the US. However, a precedent has already been



established-- in November 2004, the US forgave $4.1 billion of Iraqi debt accumulated under
Saddam Hussein’s leadership so as not to cripple the new government. Bosnia-Herzegovina’s
debt of $24 million and Yugoslavia’s $538.4 million debt, both likely incurred under the dictator
Josip Tito, were forgiven in 1999 and 2002 respectively.

We must also consider the impact of U.S. activities in Cambodia during the Vietnam War
era. From 1969 to 1973, the U.S. held large-scale bombing campaigns in parts of Cambodia,
which still prevents farming in certain regions and which some experts claim drove many
Cambodians to the Khmer Rouge.

The legacy of losses inflicted by the Khmer Rouge continues today. The average
Cambodian earns a mere $5.50 a day, an amount comparable to Mauritania, Cameroon, and
several other countries classified by the International Monetary Fund as Highly Indebted Poor
Countries worthy of debt reduction. But far worse living standards face 30% of Cambodians
who live on less than 60 cents per day according to a 2009 United Nations Development
Programme report.

Given Cambodia’s status as a least developed country and acknowledging that the Khmer
Rouge’s brutal genocide continues to economically afflict the country today, other nations and
organizations have shown considerably more flexibility in addressing Cambodia’s debt.

Hungary forgave Cambodia’s debt of $216 million in 2009. Russia forgave approximately $1
billion of Cambodian debt in 2008; in 1995, Japan forgave all claims against Cambodia incurred
before 1975 which totaled $270 million. Additionally, the International Monetary Fund granted
Cambodia $82 million in debt reliet in 2005, acknowledging that Cambodia needed the funding
to reach its Millennium Development Goals.

Should the U.S. fail to forgive or recycle Cambodia’s debt, Cambodia may turn to other
countries for financial assistance. Already, China has forgiven at least $60 million of debt and
extended loans to Cambodia for infrastructure and historical preservation. Such Chinese
assistance often comes without conditions for political, economic, or environmental reform,
weakening the position of the U.S. and other democracies to influence Cambodia.

Greater engagement with Cambodia would help the U.S. achieve our foreign policy goals
in the region and counter adverse influences. Requiring payment of a debt incurred by an
illegitimate government more than three decades ago, without consideration of Cambodia’s
historical trauma, runs counter to the need for greater engagement.

This is why I ask the Departments of State and Treasury to end their opposition to
Cambodian debt forgiveness and support my efforts to give this country a brighter economic
future. The Department of Treasury could begin by taking this issue seriously enough to send a
witness to testify before this Subcommittee. In 2008 and again for this hearing, the U.S.
Treasury refused to send a witness which in and of itself speaks volumes about its lack of
commitment for advancing American interests in Southeast Asia.

Finally, for the record, I want to express my opposition to HR. 5349, the Cambodian
Trade Act of 2010 which would prevent any forgiveness of Cambodia’s debt currently owed to



the United States and would ensure that no textiles or apparel produced in Cambodia would be
given duty-free treatment within the U.S.

While I have the utmost respect for the two Members of Congress who introduced this
legislation, as Chairman of the Foreign Affairs’ Subcommittee on Asia, the Pacific and the
Global Environment | am deeply concerned that a trade bill like this was introduced in response
to Cambodia’s deportation of 20 Uighurs who entered Cambodia illegally.

Although the bill was introduced without serious consultation with the subcommittee but
given that it is highly unlikely that it will ever be passed, | intended not to publicly comment.
However, because today’s hearing is directly related, I want to be on record in opposition to HR.
5349,

Prior to the introduction of H.R. 5349, 1 was in Cambodia and met with Prime Minister
Hun Sen, Deputy Prime Minister Hor Namhong, and Minister of Finance Cham Prasidh at which
time we discussed the deportation of Uighurs who were returned to China in December 2009.

The Royal Government of Cambodia provided me with the following account of events
which transpired. Three groups for a total of 22 Uighurs entered Cambodia in June, October and
November 2009 but the UN High Commissioner for Refugees (UNHCR) failed to determine
their status and failed to provide the Royal Government of Cambodia with any information
relating to the Uighurs’ entry until November 2009. Two Uighurs fled the Headquarters without
reporting to the Ministry of Foreign Affairs and International Cooperation. Consequently, 20
Uighurs were returned in December because they had entered Cambodia illegally.

The Royal Government of Cambodia has firmly stated that it adheres to the principles of
the rule of law and respects the International Convention on Refugees. The Royal Government
of Cambodia also believes, and correctly so, that the UNHCR should do its part by acting in
accordance with its mandate to coordinate the protection of refugees in a transparent and
expeditious manner.

While [ fully support the rights of international refugees and the mission of the UNHCR,
the Uighurs are a minority population residing in China, not Cambodia. Therefore, if the intent
of H.R. 5349 is to champion the cause of the Uighurs, it should not offer up a superficial fix
which pits Cambodia against China in a match-up that should be between the U.S. and China.
Simply put, H.R. 5349 should not use trade or debt as means to address the repatriation of
Uighurs.

1 remain firm in my position that the U.S. should forgive or recycle Cambodia’s debt
given that there is historical precedent for either option, and 1 commend Cambodia’s
Ambassador to the United States, His Excellency Hem Heng, for tirelessly working on behalf of
the Royal Kingdom of Cambodia to bring these serious matters to the attention of the U.S.
Congress. The Kingdom of Cambodia’s statement regarding the pre-1975 loans will be made
part of the record.

1 now recognize our Ranking Member, my good friend from Illinois, for his opening
remarks.
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Mr. FALEOMAVAEGA. At this time, I recognize our leading witness
and only witness willing to come and testify before this sub-
committee, the Deputy Assistant Secretary for the Bureau of East
Asian and Pacific Affairs, Mr. Joseph Yun.

Mr. Yun is currently the Deputy Assistant Secretary in the State
Department responsible for relations with Southeast Asia and
ASEAN affairs. He previously held the position of Director of the
Office of Maritime Southeast Asia at the Bureau of East Asian and
Pacific Affairs within the Department of State. He served also as
a senior counselor in our U.S. Embassy in Korea and in other over-
seas posts, including Thailand, France, Indonesia, and Hong Kong.

He has been a career member of the Foreign Service since 1985.
He holds degrees from the London School of Economics and the
University of Wales.

Mr. Secretary, I want to sincerely thank you for taking the time
from your busy schedule to again appear before the subcommittee
for your testimony concerning the issue of Cambodia’s debt forgive-
ness.

Without objection, your statement will be made a part of the
record. If you have any miscellaneous materials or documents that
you would like to submit to be made part of the record, you are
welcome to do so.

So, Mr. Secretary, please, I would like to hear from you.

STATEMENT OF MR. JOSEPH Y. YUN, DEPUTY ASSISTANT SEC-
RETARY, BUREAU OF EAST ASIAN AND PACIFIC AFFAIRS,
U.S. DEPARTMENT OF STATE

Mr. YUN. Mr. Chairman, thank you for inviting me here today
to testify about Cambodia’s outstanding bilateral debt to the
United States. With your permission, Mr. Chairman, I would like
to make a few brief remarks on this topic and submit a more de-
tailed written response for the Record.

Mr. FALEOMAVAEGA. Without objection.

Mr. Yun. U.S.-Cambodia relations have continued to improve
over the past few years. The tempo of interaction has quickened,
and there has been both a broadening and a deepening of positive
engagement in a number of areas. In order for Cambodia to realize
its full democratic and economic potential, we continue to ask Cam-
b})(llia to make progress on issues related to human rights and rule
of law.

A satisfactory resolution of Cambodian debt to the United States
can help accelerate development of this improving and growing bi-
lateral relationship. Such a move would also enhance Cambodia’s
own economic development by improving its creditworthiness and
better access to international capital markets.

Cambodia’s debt to the United States stems from shipment of
U.S. agricultural commodities to Cambodia in the 1970s during the
turbulent Lon Nol era financed with low-interest rate loans from
the U.S. Department of Agriculture. Cambodia fell to the Khmer
Rouge in 1975, which ceased servicing this debt. By the end of
2009, Cambodia’s debt to the United States totaled approximately
$445 million, including arrears and late interest. About $405 mil-
lion of that amount was in arrears, and it’s due and payable imme-
diately.
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Debt relief can be an important means of achieving U.S. goals of
promoting economic growth, well-functioning markets, and eco-
nomic reform of our foreign partners. Long-standing U.S. policy on
debt relief and restructuring is to coordinate internationally, pri-
marily through the Paris Club group of official creditors. In 1995,
the Paris Club and Cambodia reached an agreement to restructure
Cambodia’s debt on the so-called Naples terms, at that time the
most generous treatment in the Paris Club’s project.

Cambodia eventually signed debt agreements with France, Ger-
many, Italy, and Japan to implement the 1995 Paris Club agree-
ment and began repaying those countries accordingly. However, the
United States and Cambodia never concluded a bilateral imple-
menting agreement, in part because the Cambodian Government
refused to accept responsibility for debts incurred by the Lon Nol
regime and in part because of a disagreement at the time over the
amount of debt actually owed.

U.S.-Cambodian debt negotiations resumed over the 2001 to 2005
period. The U.S. ultimately offered concessions of nearly $100 mil-
lion, and the Treasury affirmed that, for legal and policy reasons,
this was the final best offer the U.S. could make.

In February, 2006, the Cambodian Minister of Finance indicated
that Cambodia agreed with the United States that the amount of
principal it owed was $162 million. He also agreed to move forward
in drafting a bilateral agreement implementing the 1995 Paris
Club agreement. Based on this understanding, the United States
drafted a bilateral agreement that retroactively implemented the
1995 Paris Club agreement, including USDA’s concessions, and
presented it to the Cambodia Government in the summer of 2006.

Nevertheless, to date, the Cambodian Government has been un-
willing to sign the draft bilateral agreement and now seeks addi-
tional concessions. Cambodia is seeking a low interest rate. How-
ever, long-standing U.S. debt policy is to retain the same interest
rate of the original loans in any rescheduling of those loans. Offer-
ing a lower interest rate would be an unauthorized form of debt re-
duction.

Another concession requested by the Cambodian Government in
the past has been debt for assistance swaps. The only general debt
swap program that the United States currently offers is through
the Tropical Forest Conservation Act for which Cambodia is not eli-
gible because of its arrears. Cambodia, however, has focused on the
swap arrangement that the United States established with Viet-
nam in 2000 and is seeking a similar program.

In 1993, Paris Club creditors provided Vietnam debt resched-
uling terms similar to those of Cambodia’s in 1995. Vietnam signed
a bilateral agreement with the United States in 1997 and resumed
making scheduled payments and was in good financial standing
when Congress created the Vietnam Education Foundation several
years later. This program, authorized by law, directs about 40 per-
cent of Vietnam’s total debt payments to the foundation for joint
education initiatives. There are no special programs authorized for
Cambodia, however, and existing programs are not available so
long as Cambodia is not making scheduled payments. An indi-
vidual debt program, therefore, is not a possibility.
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The administration is concerned that creating a special statutory
debt with option program for a country that is accumulating large
arrears, despite payment capacity, sets a poor precedent for other
countries in similar circumstances and sends the wrong message
about prudent debt management.

In Cambodia’s case, I would note that Cambodia has accumu-
lated arrears to the United States while paying other creditors on
time. The administration has, therefore, urged the Cambodian Gov-
ernment to sign the bilateral agreement and reestablish a track
record of timely repayments under that agreement. We have com-
municated to the Cambodian Government that if it makes sched-
uled payments for at least 1 year the U.S. Government would sig-
nal to the IMF that efforts are under way to resolve the country’s
official arrears. Should Cambodia then obtain an IMF program, end
the future Paris Club treatment, this action could pave the way for
generous rescheduling of accumulated arrears on debts owed to the
United States.

We have also informed the Cambodians that we would work with
Congress to explore the possibility of enhancing mutually beneficial
U.S. development assistance projects Unfortunately, the Cambodia
Government thus far has not responded to this overture and con-
tinues to accumulate arrears on debts owed to the United States.

In sum, the administration is very much of the view that Cam-
bodia should resolve U.S. debt claims by concluding a bilateral
agreement implementing the 1995 Paris Club agreement. This
would eliminate this long-standing issue in the overall context of
otherwise very much improving bilateral relations. We also believe
that an agreement to address the U.S. bilateral debt issue would
also enhance Cambodia’s creditworthiness and Cambodia’s ability
to access international capital markets.

Mr. Chairman, I appreciate this opportunity to appear before you
today and I welcome any questions you may have.

[The prepared statement of Mr. Yun follows:]
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Mr. Chairman, Ranking Member Manzullo, and Members of the Subcommittee,
thank you for inviting me here today to testify about the growing U.S.- Cambodia
bilateral relationship and, in particular, Cambodia’s outstanding bilateral debt to
the United States,

Cambodia in Context

Given the many challenges that Cambodia laced as revent as a decade ago, the
country has come a long way in recent years. It is enjoying increasing political
stability and is slowly recovering from 30 years of watr, including the atrocities of
the Khmer Rouge era. Cambodia’s economy was the seventh fastest growing
economy in the world over the past decade. While Cambodia experienced a
recession in 2009, current predictions call for a return to strong growth in 2010 and
2011.

‘There has been meaningful progress on political and social issucs as well,
National elections in July 2008—while falling short of international standards on
several counts—were peaceful and allowed the Cambodian people to express their
preferences in an open and fair manner, The Cambodian government allowed
significantly greater freedom to the political opposition during the 2008 elections
than in previous elections and showed some willingness to engage on civil liberties
and human rights issues, The government recently passcd anti-corrupiion
legislation and revised its massive penal code—significant steps in Cambodia’s
fight against corruption. Cambodia has also made commendable progress in
combating human trafficking, increasing prosecutions and convictions of
traffickers, and launching a new National Committee to combat human trafficking,
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as well as establishing new national minimum standards on victim protection.
According to an August 2009 public opinion poll, 79 percent of the Cambodian
population believes that the country is headed in the right direction,

In regional and global arenas, Cambodia has sought a larger role in recent years, as
illustrated by its participation in international peacekeeping efforts, its involvement
in the Lower Mekong Initiative in partnership with the United States, and its
campaign for a rotating seat on the UN Security Council. Cambodia’s main
foreign policy challenge is, not surprisingly, managing relations with ifs larger
neighbors. Cambodia-Thailand relations have been strained since 2008, in part
related to border disputes, but bilateral dialogue has begun to diminish that tension.
Relations with Vietnam are good, but final resolution of an ongoing Cambodia-
Vietnam border demarcation process remains elusive. China is an increasingly
important provider of assistance and foreign investment in recent years, a fact that
encourages Cambodia to keep relations with China on a positive footing,

Despite a generally positive trend on most of Cambodia’s domestic matters,
several economic and political issues continue to cause significant concern among
local populations as well as the international community, Most Cambodians
remain poor, with endemic corruption and impunity limiting efforts to improve
their standard of living. Political expression is stifled, including by employing
criminal defamation and disinformation laws to intimidate and prosccute
politicians and journalists. The judiciary remains weak, politicized, and
overwhelmed. Arbitrary arrests and cxtrajudicial killings remain a problem. Land
disputes and forced evictions, sometimes accompanied by violence, petsist.
HIV/AIDS and maternal mor