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The  Ca mb o d ia  Ec o no mic  Up d a te  (CEU) 

is a  p ro d uc t o f the  sta ff o f the  Wo rld  Ba nk 

G ro up . It wa s p re p a re d  b y So d e th Ly a nd   

inc o rp o ra te s c o ntrib utio ns b y Mig ue l Ed ua rd o   

Sá nc he z Ma rtín, b o th a t the  Ma c ro e c o no mic s  

a nd  Fisc a l Ma na g e me nt G lo b a l Pra c tic e  

(MFM G P). Linna  Ky se rve d  a s re se a rc h  

a ssista nt, while  Runsina rith Phim, STC, pro vide d   

c o mme nts, inp uts a nd  sug g e stio ns fo r the  

se le c te d  issue  se c tio n. The  se c tio n o n Pub lic  

Inve stme nt Ma na g e me nt, pa rt o f the  se le c te d  

issue  e ntitle d  “ Inve sting  in Pub lic  Infra struc -

ture  a nd  Se rvic e s”  wa s c o ntrib ute d  b y Tua n 

Minh Le  (MFM G P) a nd  Ja y-Hyung  Kim (G o v-

e rna nc e  G P). The  te a m wo rke d  und e r the  

g uid a nc e  o f Ma the w A. Ve rg his, Pra c tic e  

Ma na g e r, MFM G P. The  te a m is g ra te ful fo r 

the  c o mme nts, a d vic e  a nd  g uid a nc e  p ro -

vid e d  b y Ulric h Za c ha u, Co untry Dire c to r, 

Ing una  Do b ra ja , Co untry Ma na g e r a nd  

Sha b ih Ali Mo hib , Pro g ra m Le a d e r. 

The  CEU is p ro d uc e d  b i-a nnua lly to  p ro vid e  

up -to -d a te  info rma tio n o n ma c ro e c o no mic  

d e ve lo p me nts in Ca mb o d ia . It is p ub lishe d  

a nd  d istrib ute d  wid e ly to  the  Ca mb o d i-

a n a utho ritie s, the  d e ve lo p me nt p a rtne r 

c o mmunity, the  p riva te  se c to r, think ta nks, 

c ivil so c ie ty o rg a niza tio ns a nd  a c a d e mia . 

The  up d a te  is time d  to  c o inc id e  with the  

six-mo nthly p ub lic a tio n o f the  Ea st Asia  a nd  

Pacific Economic Update by the East Asia 
MFM G P o f the  Wo rld  Ba nk. 

We  re c e ive d  va lua b le  inp uts, c o mme nts 

a nd  sug g e stio ns fro m Niko la  L. Sp a ta fo ra , 

East Asia and Pacific Chief Economist Unit, 
a nd  Co lle e n Ma sc e nik, Fina nc e  a nd  Ma rke ts  

G P. The  p o ve rty se c tio n wa s c o ntrib ute d  

b y Kimsun To ng , Po ve rty G P. The  re p o rt 

also benefited from the advice, comments 
a nd  vie ws o f va rio us sta ke ho ld e rs in the   

Ro ya l G o ve rnme nt o f Ca mb o d ia  (RG C), 

the  p riva te  se c to r, d e ve lo p me nt p a rtne r  

institutio ns a nd  a c a d e mia . The  te a m is ve ry 

g ra te ful fo r the ir time  a nd  inp uts.

We  a re  a lso  g ra te ful to  the  Ca mb o d ia n  

a utho ritie s, in p a rtic ula r the  Ministry o f  

Ec o no my a nd  Fina nc e  a nd  the  Na tio na l 

Ba nk o f Ca mb o d ia  fo r the ir c o o p e ra tio n a nd   

sup p o rt in the  p re p a ra tio n o f this CEU. 

The World Bank Cambodia Office Commu-

nic a tio ns Te a m, c o mp rising  Sa ro e un Bo u 

a nd  So p hinith Sa m Oe un, p re p a re d  the  me d ia  

re le a se , we b  d isp la y a nd  d isse mina tio n.

Fo r info rma tio n a b o ut the  Wo rld  Ba nk a nd  

its a c tivitie s in Ca mb o d ia , p le a se  visit o ur  

we b site  a t www.wo rld b a nk.o rg / c a mb o d ia . 

To  b e  inc lud e d  in the  e ma il d istrib utio n list 

o f the  CEU a nd  re la te d  p ub lic a tio ns, p le a se  

c o nta c t Linna  Ky (lky@ wo rld b a nk.o rg ). Fo r 

q ue stio ns o n the  c o nte nt o f this p ub lic a tio n, 

p le a se  c o nta c t Sa ro e un Bo u (sb o u@ wo rld -

b a nk.o rg ).
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A.  EXECUTIVE  SUMMARY

Gro wth re maine d stro ng  a t 6.9 pe rc e nt in 2016, a fte r 7.0 pe rc e nt in 2015. Camb o dia ’ s 

e c o no mic  ac tivity c o ntinue s to  e xpand a t a  ro b ust pac e . Co nstruc tio n re maine d o ne  

o f the  main drive rs o f g ro wth. Garme nt e xpo rts e ase d slig htly as the  c o untry’ s e xte rnal 

c o mpe titive ne ss was e ro de d b y US do llar appre c ia tio n, rising  lab o r c o sts and inc re asing  

c o mpe titio n fro m o the r re g io nal lo w-wag e  c o untrie s. Be tte r we athe r c o nditio ns last 

ye ar re sulte d in inc re ase d ag ric ultura l pro duc tio n, a ltho ug h ag ric ultura l c o mmo dity 

pric e s re main de pre sse d. Re a l g ro wth is pro je c te d to  re main stro ng , e xpanding  a t 6.9 

pe rc e nt in 2017 and 2018, partly unde rp inne d b y g o ve rnme nt spe nding . Do wnside  risks 

to  this o utlo o k inc lude  the  fa llo ut fro m furthe r rise s in US inte re st ra te s, a  slo we r-than- 

e xpe c te d e c o no mic  re c o ve ry in Euro pe , and unc e rta intie s o ve r g lo b a l trade . Po ve rty  

re duc tio n is e xpe c te d to  c o ntinue  o ve r the  ne xt fe w ye ars, drive n mainly b y the   

g arme nt, c o nstruc tio n and se rvic e s se c to rs, to g e the r with inc re ase s in re mittanc e s.

RECENT DEVELOPMENTS

Pre limina ry e stima te s ind ic a te  tha t g ro wth 

re ma ine d  stro ng , a c hie ving  6.9 p e rc e nt 

in 2016, a fte r 7.0 p e rc e nt in 2015. G ro wth  

c o ntinue d  to  b e  und e rp inne d  b y re silie nt 

c o nstruc tio n a c tivity, d e sp ite  the  fa c t tha t 

g a rme nt e xp o rts mo d e ra te d . A furthe r  

e a sing  in to urist a rriva ls wa s o ffse t b y a n  

e xp a nsio n o f the  a g ric ulture  se c to r, in ric e   

p ro d uc tio n in p a rtic ula r, tha nks to  imp ro ve d   

we athe r c o nditio ns last ye ar, a ltho ug h ag ric ulture   

c o mmo d ity p ric e s re ma in sub d ue d . 

While  re ma ining  stro ng , g ro wth in g a rme nt  

e xp o rts e a se d , e xp a nd ing  a t 8.4 p e rc e nt  

(in va lue  te rms) ye a r-o n-ye a r in 2016,  

c o mp a re d  with 12.3 p e rc e nt in 2015. Rising   

la b o r c o sts, d rive n in p a rt b y the  inc re a sing  

c o st o f living , US d o lla r a p p re c ia tio n, a nd  

c o mp e titio n fro m o the r re g io na l lo w-wa g e  

c o untrie s, in p a rtic ula r Mya nma r, c o ntinue  



8 C AMBO DIA EC O NO MIC  UPDATE APRIL 2017

to  e xe rt d o wnwa rd  p re ssure  o n p ric e s 

o f e xp o rte d  g a rme nt p ro d uc ts. As the  

c o mp le tio n p ha se  o f ma ny mo d e rn hig h-

rise  re sid e ntia l a nd  c o mme rc ia l c o nstruc tio n 

p ro je c ts tha t ha ve  fue le d  the  c o nstruc tio n 

b o o m is no w a p p ro a c hing , imp o rts o f b a sic  

c o nstruc tio n ma te ria ls ha ve  so fte ne d . Ste e l 

imp o rts (in vo lume  te rms) e a se d , g ro wing  

a t 28 p e rc e nt ye a r-o n-ye a r b y e nd -2016,  

c o mp a re d  with 32.8 p e rc e nt in 2015. 

Ag ric ultura l p ro d uc tio n imp ro ve d  la rg e ly  

d ue  to  b e tte r we a the r c o nd itio ns a fte r the   

c o untry e xp e rie nc e d  se ve re  d ro ug hts fo r a   

numb e r o f ye a rs. Ra iny se a so n ric e  p ro d uc tio n  

e xp a nd e d , rising  to  7.3 millio n to ns in 2016,  

o r a n 8.9 p e rc e nt inc re a se  o n 2015. Ho we ve r,  

a g ric ultura l c o mmo d ity p ric e s re ma in  

d e p re sse d , limiting  g ro wth in to ta l a g ric ultura l  

e xp o rts. To urist a c tivity c o ntinue d  to  e a se , 

with a rriva ls g ro wing  5.0 p e rc e nt ye a r-o n-

ye a r in 2016, c o mp a re d  with 6.1 p e rc e nt 

in 2015. So  fa r, the re  ha s o nly b e e n limite d  

suc c e ss in d ive rsifying  to urist a ttra c tio n site s 

b e yo nd  the  Ang ko r c o mp le x.  

Rura l ho use ho ld s ha ve  inc re a sing ly 

diversified their livelihoods, tapping into both 
the  rura l o ff-fa rm e c o no my a nd  re mitta nc e s 

to  he lp  susta in p o ve rty re d uc tio n. De c lining  

c o mmo d ity p ric e s, c o up le d  with se ve re  

we a the r e ve nts in 2013 a nd  2015, ha s re sulte d  

in a  slo wd o wn a nd  sta g na tio n in a g ric ultura l  

G DP in re c e nt ye a rs. By 2015, no n-a g ric ulture   

wa g e  inc o me s ma d e  up  mo re  tha n o ne -

third  o f rura l inc o me s, c o mp a re d  with le ss 

than one-fifth in 2007. During the same  
p e rio d , a g ric ultura l inc o me s inc lud ing   

a g ric ultura l wa g e s de c line d  to  o nly 43 pe rc e nt  

o f to ta l rura l inc o me s fro m 63 p e rc e nt. 

Ca mb o d ia ’ s e xte rna l p o sitio n imp ro ve d  d ue  

to  re silie nt e xp o rt g ro wth a nd  d e p re sse d  

oil prices. The current account deficit 
(excluding official transfers) is estimated to 
ha ve  na rro we d  to  9.5 p e rc e nt o f G DP in 2016, 

c o mp a re d  with 10.6 p e rc e nt in 2015, ma inly 

financed by FDI inflows, which rose to 10.2 
p e rc e nt o f G DP in 2016 ve rsus 9.1 p e rc e nt in 

2015. As a  re sult, g ro ss inte rna tio na l re se rve s 

a c c umula te d  furthe r, re a c hing  US$6.4 b illio n 

(o r a b o ut 5.4 mo nths o f p ro sp e c tive  imp o rts) 

b y e nd -2016, c o mp a re d  with US$5.6 b illio n 

in 2015. 

Positive macro-financial developments 
inc lud e  so me  e a sing  in still stro ng  c re d it 

g ro wth, a c c o mp a nie d  b y a n a c c e le ra tio n in 

priva te  se c to r de po sits. Suppo rting  e c o no mic  

g ro wth, b ro a d  mo ne y e xp a nd e d , g ro wing  

a t 17.9 p e rc e nt ye a r-o n-ye a r b y e nd -2016, 

c o mp a re d  with 14.7 p e rc e nt in 2015, tha nks 

to  rising  fo re ig n c urre nc y d e p o sits. Ho we ve r,  

d o me stic  c re d it g ro wth mo d e ra te d , p a rtly  

reflecting softer economic activity and, 
c o nse q ue ntly, lo we r d e ma nd  fo r c re d it  

fro m the  who le sa le , ma nufa c turing  a nd   

a g ric ulture  se c to rs. Ma c ro -p rud e ntia l  

me a sure s intro d uc e d  b y the  c e ntra l b a nk 

la st ye a r ma y ha ve  a lso  c o ntrib ute d  to wa rd s 

slo we r d o me stic  c re d it g ro wth. As suc h, the  

b a nking  se c to r’ s c re d it g ro wth d e c e le ra te d   

to  25.8 p e rc e nt ye a r-o n-ye a r b y e nd -

2016, c o mp a re d  with 28.6 p e rc e nt in 2015.  

Improved confidence in the banking  
se c to r ha s he lp e d  to  a ttra c t p riva te  se c to r 

d e p o sits, whic h a c c e le ra te d  to  19.3 p e rc e nt  

ye a r-o n-ye a r b y e nd -2016, up  fro m 16.6 

p e rc e nt in 2015. The  no n-p e rfo rming  lo a n 

(NPL) ra tio  ro se  slig htly to  2.7 p e rc e nt in 2016, 

up  fro m 2.3 p e rc e nt in 2015. 
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Inflationary pressures have been building 
up  a s a  re sult o f c o ntinue d  stro ng  d o me stic  

d e ma nd  le d  b y ho use ho ld  c o nsump tio n 

d rive n b y rising  wa g e s. G ro wth in the  

c o nsume r p ric e  ind e x (CPI) a c c e le ra te d  

to  4.3 p e rc e nt ye a r-o n-ye a r in Ma rc h 2017, 

c o mp a re d  with 2.8 p e rc e nt a t e nd -2015, 

fue le d  b y stro ng  d o me stic  c o nsump tio n. 

In p a rtic ula r, ve hic le  imp o rts e xp a nd e d  a t 

21.4 p e rc e nt ye a r-o n-ye a r (in va lue  te rms), 

c o mp a re d  with 20 p e rc e nt in 2015, a nd  

d ie se l imp o rts surg e d  to  14.2 p e rc e nt ye a r-

o n-ye a r in 2016, c o mp a re d  with 3.6 p e rc e nt 

in 2015. The  Ca mb o d ia n rie l (CR) ha s re c e ntly 

a p p re c ia te d  a g a inst the  US d o lla r, the  Tha i 

b a ht a nd  the  Vie tna me se  d o ng . The  rie l/

US d o lla r e xc ha ng e  ra te  re a c he d  CR 3,990 

in Ma rc h 2017, c o mp a re d  with CR 4,050 in 

De c e mb e r 2016. 

Drive n b y rising  p ub lic  se c to r wa g e s, the  

fiscal deficit has widened but remains low. 
The fiscal expansion is mainly aimed at 
b o o sting  p ub lic  se c to r wa g e s, whic h a re  

e stima te d  to  ha ve  rise n to  7.4 p e rc e nt o f 

G DP in 2016, up  fro m 6.5 p e rc e nt o f G DP in 

2015. Me a nwhile , p ub lic  c a p ita l sp e nd ing  

c o ntinue d  its d e c lining  tre nd , d ro p p ing  to  

7.2 p e rc e nt o f G DP fro m 7.8 p e rc e nt o f G DP, 

la rg e ly d ue  to  a  g ra d ua l re d uc tio n in the  

d e ve lo p me nt p a rtne r-fund e d  c o mp o ne nt. 

In 2016, p ub lic  o utla ys a re  e stima te d  to  ha ve  

rise n to  21.4 p e rc e nt o f G DP, c o mp a re d  

with 20.5 p e rc e nt o f G DP in 2015. Re ve nue  

c o lle c tio n re ma ine d  stro ng , a t 18.5 p e rc e nt 

o f G DP, slig htly b e lo w 18.7 p e rc e nt o f G DP 

c o lle c te d  in 2015 d ue  to  the  d e c line  in 

non-tax revenue. The overall fiscal deficit 
(inc lud ing  g ra nts), the re fo re , wid e ne d  to  

1.4 p e rc e nt o f G DP in 2016, c o mp a re d  with 

a fiscal balance in 2015. Cambodia’s debt 
d istre ss ra ting  in the  la te st Wo rld  Ba nk/ IMF 

De b t Susta ina b ility Ana lysis c o nd uc te d  in 

2016 re ma ine d  lo w, la rg e ly und e rp inne d  b y 

the  o ve rrid ing  p rinc ip le  o f b o rro wing  o nly o n 

c o nc e ssio na l te rms. 

OUTLOOK

G ro wth is p ro je c te d  to  re ma in stro ng , 

e xp a nd ing  a t 6.9 p e rc e nt this ye a r a nd  ne xt, 

b ut is e xp e c te d  to  d e c e le ra te  slig htly to  6.7 

p e rc e nt in 2019. Ec o no mic  a c tivity is p a rtly 

b uo ye d  b y rising  g o ve rnme nt sp e nd ing . 

Ho we ve r, so me  sig ns o f mo d e ra tio n, in 

p a rtic ula r in the  c o nstruc tio n se c to r, a re  

e me rg ing . A slig ht e a sing  in g a rme nt 

e xp o rts is e xp e c te d  to  b e  o ffse t b y a  

g ra d ua l e xp a nsio n o f the  a g ric ulture  se c to r, 

tha nks to  c o nc e rte d  e ffo rts to  re vita lize  the  

se c to r. The  to urism se c to r ma y a lso  re c o ve r 

g ra d ua lly d ue  in p a rt to  ne wly e sta b lishe d  

regional direct flights and a number of 
initia tive s to  b o o st to urist a rriva ls, suc h a s the  

“ China  Re a d y”  initia tive . 

The  g ro wth o utlo o k in the  me d ium te rm  

re ma ins fa vo ra b le , la rg e ly und e rp inne d  b y 

export diversification. Ho we ve r, b o o sting  

p ro d uc tive  inve stme nts in p hysic a l 

infra struc ture , und e rp inning  the  p ro -g ro wth 

(a nd  p ro -p o o r) p o lic y und e r the  2014-18 

Na tio na l Stra te g ic  De ve lo p me nt Pla n will b e  

c ruc ia l, g ive n tha t ina d e q ua te  infra struc ture  

ha s lo ng  b e e n o ne  o f Ca mb o d ia ’ s ke y 

c o nstra ints a nd  is se e n a s a  ma jo r b o ttle ne c k. 

Afte r re c e nt inc re a se s in p ub lic  sp e nd ing  in 

the  so c ia l se c to rs, the  imp o rta nt ne xt ste p  

will be to enhance spending efficiency.  
Imp ro ving  la b o r p ro d uc tivity, a s we ll a s the  
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p e rfo rma nc e  o f the  p ub lic  se c to r, will b e  

fund a me nta l fo r Ca mb o d ia  if it is to  re ma in 

c o mp e titive , g ive n rising  c o mp e titio n fro m 

o the r lo w-wa g e  g a rme nt e xp o rting  c o untrie s. 

Po ve rty re d uc tio n is e xp e c te d  to  c o ntinue   

o ve r the  ne xt fe w ye a rs, d rive n ma inly b y 

the  g a rme nt, c o nstruc tio n a nd  se rvic e s  

se c to rs, to g e the r with inc re a se s in re mitta nc e s. 

The  rura l no n-fa rm (g a rme nt, se rvic e s a nd   

remittances) economy could be a significant  
c o ntrib uto r to  p o ve rty re d uc tio n a nd  sha re d  

p ro sp e rity in Ca mb o d ia  in ye a rs to  c o me . 

Ca mb o d ia  is simila r to  Vie tna m in tha t  

livelihood diversification in rural areas has 
c o ntrib ute d  to  p o ve rty re d uc tio n a nd  

sha re d  p ro sp e rity.  

Do wnsid e  risks to  the  o utlo o k inc lud e  the  

fa llo ut fro m furthe r rise s in US inte re st ra te s, a  

slo we r-tha n-e xp e c te d  e c o no mic  re c o ve ry in 

Euro p e , a nd  unc e rta intie s o ve r g lo b a l tra d e . 

Do me stic a lly, p o te ntia l e le c tio n-re la te d   

unc e rta inty ma y a lso  o c c ur d uring  a nd  a fte r  

the  g e ne ra l e le c tio n, whic h is sc he d ule d   

to  b e  he ld  in mid -2018. 

KEY MESSAG ES AND POLICY 
OPTIONS

Sta ying  c o mp e titive  b y e nha nc ing  la b o r 

p ro d uc tivity will b e  ke y in c o mp e nsa ting  fo r 

ra p id ly rising  p riva te  se c to r wa g e s. A to p  

p rio rity will b e  to  imp ro ve  the  q ua lity o f b a sic  

e d uc a tio n a nd  p ro mo te  vo c a tio na l a nd  

te c hnic a l skills, while  re d uc ing  e ne rg y c o sts 

to  a ttra c t a nd  c o mp e te  in hig h va lue -a d d e d  

a nd  mo re  so p histic a te d  ma nufa c turing . 

Inve sting  no w in furthe r imp ro ve me nts in 

le a rning  o utc o me s, c o up le d  with inc re a se d  

se c o nd a ry sc ho o l a tta inme nt, will b e  e sse ntia l 

for the future success of the diversification of 
the  e c o no my. 

Pub lic  a d ministra tio n re fo rms to  b ring  a b o ut 

a n imp ro ve me nt in p ub lic  se rvic e  d e live ry 

will b e  imp o rta nt, e sp e c ia lly a fte r the  re c e nt  

b o o st in c ivil se rva nts’  wa g e s. G ive n tha t 

the  p ub lic  se c to r is a  ma jo r se rvic e  p ro vid e r 

a nd  fa c ilita to r, it is c ruc ia l to  link the  p ub lic   

sector’s significant wage increases to  
imp ro ve me nts in se rvic e  d e live ry. Ra ising  

p ub lic  se c to r p ro d uc tivity und e rp ins p riva te  

se c to r d e ve lo p me nt in d riving  g ro wth a nd  

re d uc ing  p o ve rty. 

In the  c o nte xt o f a  d e c lining  d e ve lo p me nt 

p a rtne r-fund e d  c a p ita l b ud g e t, Ca mb o d ia   

will ne e d  to  e nha nc e  p ub lic  inve stme nt 

ma na g e me nt (PIM) to  sc a le  up  g o ve rnme nt-

financed capital spending. Pro -g ro wth  

a nd  p ro -p o o r inve stme nts, e sp e c ia lly  

in physical infrastructure, could benefit 
fro m a d d itio na l a llo c a tio ns to  c o mp e nsa te  

fo r the  re d uc tio n in the  d e ve lo p me nt  

p a rtne r-fund e d  b ud g e t. Ho we ve r,  

e nha nc ing  the  le g a l fra me wo rk fo r PIM 

a nd  c a p a c ity b uild ing  a t c o re  a nd  line  

agencies and ministries should be the first 
p rio rity, a nd  is a  p re re q uisite  fo r imp ro ving  

investment efficiency. For more details  
o n PIM, se e  the  se le c te d  issue  se c tio n 

o n “ Inve sting  in Pub lic  Infra struc ture  a nd   

Se rvic e s” .
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THE CAMBODIAN ECONOMY AT A GLANCE

0.0

1.0

2.0

3.0

4.0

5.0

6.0

0.0

1,000.0

2,000.0

3,000.0

4,000.0

5,000.0

6,000.0

7,000.0

Ja
n

-0
5

A
u

g
-0

5

M
a

r-
0

6

O
c

t-
0

6

M
a

y
-0

7

D
e

c
-0

7

Ju
l-
0
8

Fe
b

-0
9

Se
p

-0
9

A
p

r-
1

0

N
o

v
-1

0

Ju
n

-1
1

Ja
n

-1
2

A
u

g
-1

2

M
a

r-
1

3

O
c

t-
1

3

M
a

y
-1

4

D
e

c
-1

4

Ju
l-
1
5

Fe
b

-1
6

Se
p

-1
6

GIR (c urre nt, millio n USD)

GIR in mo nths o f impo rts (RHS)

Gross international reserves have risen on the 

back of an improved external position...
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B. RECENT ECONOMIC DEVELOPMENTS

THE REAL SECTOR

a ) G a rme nt a nd  fo o twe a r se c to r

While  still re ma ining  stro ng , g a rme nt e xp o rts 

ha ve  no ne the le ss e a se d  sinc e  the  se c o nd  

ha lf o f la st ye a r. Rising  la b o r c o sts, d rive n in  

pa rt b y the  inc re a sing  c o st o f living , US do lla r  

a p p re c ia tio n a nd  c o mp e titio n fro m o the r  

re g io na l lo w-wa g e  c o untrie s, in pa rtic ula r  

Mya nma r, c o ntinue  to  e xe rt d o wnwa rd  

p re ssure  o n the  p ric e s o f e xp o rte d  g a rme nt 

p ro d uc ts. As a  re sult, ye a r-o n-ye a r g a rme nt 

e xpo rts g ro wth (in va lue  te rms) de c e le ra te d  to  

8.4 p e rc e nt (Fig ure  1), a mo unting  to  US$6.6 

b illio n in 2016, c o mp a re d  with 12.3 p e rc e nt 

g ro wth in 2015. 
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Figure  1: While  remaining strong, garment exports 

have  eased. (US$ millio n)

So urc e : the  Cambo dian autho ritie s
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Figure  2: Rising garment export volume but easing 

garment export value  reflec ts inc reased c ompetition. 
(y/ y, c hange , pe rc e nt)

So urc e : the  Cambo dian autho ritie s

Sug g e sting  stro ng e r e ffo rts to  ma inta in  

ma rke t sha re , Ca mb o d ia ’ s g a rme nt e xp o rts  

vo lume  furthe r e xp a nd e d , inc re a sing  to  12.3 

p e rc e nt ye a r-o n-ye a r in 2016, c o mp a re d  

with a n  8.9 p e rc e nt inc re a se  in 2015 (Fig ure  2).  

G ro wing  c o mp e titio n sla she d  g a rme nt 

e xp o rt p ric e s to  a ll ma jo r d e stina tio ns.  

Exp o rts p ric e s to  the  US ma rke t we re  ha rd e st  

hit, d ro p p ing  b y 7.2 p e rc e nt in 2016 (Fig ure  3).  

Ca mb o d ia ’ s g a rme nt e xp o rts to  the  US 

p e a ke d  in 2013, whe n the  to ta l g a rme nt 

e xp o rts va lue  re a c he d  US$2.03 b illio n. 

Sinc e  the n, e xp o rts to  the  US ha ve  ste a d ily  

d e c line d , fa lling  to  US$1.7 b illio n in 2016  

(Fig ure  4).
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the le ss, Ca mb o d ia ’ s fo o twe a r e xp o rts  

re ma ine d  stro ng , g ro wing  a t 15.6 p e rc e nt 

ye a r-o n-ye a r, re a c hing  US$763 millio n in 

2016. Fo o twe a r e xp o rts to  the  EU ma rke t, 

whic h a b so rb e d  43 p e rc e nt o f to ta l fo o t-

we a r e xp o rts, g re w a t 9.2 p e rc e nt ye a r-o n-

ye a r in 2016, c o mp a re d  with 30.2 p e rc e nt in 

2015. This is p a rtly e xp la ine d  b y the  fa c t tha t 

fo o twe a r e xp o rts a re  muc h mo re  re c e nt 

a nd  we re  sta rting  fro m a  ve ry lo w b a se . 

A furthe r mo d e ra tio n in g a rme nt e xp o rts wa s 

observed during first few months of this year. 
Ho we ve r, it is to o  e a rly to  c o nc lud e  whe the r 

o r no t this will a ffe c t the  2017 g ro wth p ro je c tio n.      
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Figure  3: Average  garment exports pric es (US$ per 

dozen) are  in dec line . 

So urc e : the  Cambo dian autho ritie s
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Figure  5: FDI in the  garme nt se c tor is de c lining. 
(To ta l fixe d asse ts, in US$ b illio n) 

So urc e : the  Cambo dian autho ritie s
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Figure  4: Garment exports to the  US have  dec lined. 
Garme nt e xpo rts by main de stinatio ns (US$ millio n) 

So urc e : the  Cambo dian autho ritie s
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Figure  6: Expansion of footwear exports has eased, 

while  the  average  footwear export pric e  leve lled off 

due  to rising c ompetition.

So urc e : the  Cambo dian autho ritie s

While annual FDI inflows to the garment 
se c to r ha ve  g ra d ua lly slo we d , d e c lining  

fro m US$490 millio n in 2012 to  US$160 millio n  

in 2016 (Fig ure  5), to ta l g a rme nt e xp o rts 

no ne the le ss c o ntinue d  to  g ro w. Ho we ve r, a  

further decline of FDI inflows into the sector  
d o e s no t b o d e  we ll fo r future  g a rme nt  

se c to r e xp a nsio n, a s the  ind ustry is c urre ntly  

mo ving  to wa rd s hig he r va lue -a d d e d   

p ro d uc ts a nd  will ne e d  to  b e c o me  mo re  

c a p ita l inte nsive  if it is to  c o nfro nt inc re a sing  

la b o r c o sts b y imp ro ving  p ro d uc tivity. 

As in the  c a se  o f g a rme nt e xp o rts, fo o twe a r  

e xp o rts a re  a lso  fa c ing  to ug he r p ric e   

c o mp e titio n. As a  re sult, a ve ra g e  fo o twe a r  

p ric e s sta g na te d  in 2016 (Fig ure  6). No ne -
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b ) Co nstruc tio n a nd  re a l e sta te

Co nstruc tio n a c tivity c o ntinue d  to  b e  vib ra nt  

a s inve sto r a p p e tite  fo r re sid e ntia l a nd   

c o mme rc ia l p ro p e rty re ma ine d  stro ng , wit-

ne sse d  b y c o ntinua l g ro wth in the  numb e r  

a nd  va lue  o f c o nstruc tio n p ro je c ts a p p ro ve d    

in 2016 (Fig ure  7).1  Fo llo wing  the  la rg e  

surg e  in 2016, the  to ta l va lue  o f a p p ro ve d   

construction projects fell in the first quarter of 
2017, c o mp a re d  to  the  sa me  p e rio d  o f the  

p re vio us ye a r, while  a p p ro ve d  c o nstruc tio n 

p ro je c ts’  to ta l sq ua re  me te rs a lso  d ip p e d , 

a c c o rd ing  to  the  la te st d a ta  a va ila b le .2  This 

sig na ls p o te ntia l mo d e ra tio n in c o nstruc tio n 

a c tivity in the  sho rt a nd  me d ium te rm.   

On the  o the r ha nd , a s ma ny mo d e rn hig h-rise  

c o nstruc tio n p ro je c ts a re  ne a ring  c o mp le tio n,  

b a sic  c o nstruc tio n ma te ria l imp o rts g ro wth 

ha ve  d e c e le ra te d .  In p a rtic ula r, ste e l imp o rts  

(in va lue  te rms) slo we d  d o wn, g ro wing  a t 9 

p e rc e nt ye a r-o n-ye a r b y e nd -2016, c o mp a re d  

with 35.4 p e rc e nt in 2015. In c o ntra st, imp o rts o f 

other materials for construction, such as fixtures,  
fittings and furnishings, continued to surge  
(Fig ure  8), rising  b y 54.3 p e rc e nt ye a r-o n-ye a r  

in 2016, c o mp a re d  with 38.5 p e rc e nt in 2015. 

1  Exc lud ing  a  numb e r o f me g a  p ro je c ts a p p ro ve d  in Ap ril 2016, c o nstruc tio n p ro je c t numb e r a nd  va lue  still g re w b y a b o ut 30 p e rc e nt ye a r-o n-ye a r in 2016 (e stima t-

e d  b a se d  o n a  mo nthly a p p ro ve d  va lue  b e twe e n US$300 to  US$600 millio n).

2 Approved construction projects’ total value registering a 22.1 percent year-on-year decline in the first quarter of 2017, while approved construction projects’ total 
sq ua re  me te rs a lso  d ip p e d , re c o rd ing  a  45.4 p e rc e nt ye a r-o n-ye a r d ro p , a c c o rd ing  to  Q1 2017 Pro g re ss Re p o rt, Ministry o f La nd , Urb a niza tio n a nd  Co nstruc tio n.  

3 Fo re ig n Dire c t Inve stme nt Surve y, July 2016, the  Na tio na l Ba nk o f Ca mb o d ia
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Figure  7: Total number and value  of approved 

c onstruc tion projec ts inc reased partly due  to a  number 

of mega projec ts approved in April 2016. (US$ millio n)

So urc e : the  Ca mb o dia n a utho ritie s
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Figure  8: Steel imports have  eased while  imports  of 

materials (fixtures, fittings, and  furnishings) c ontinue to 

be  strong.(Y/ Y c hange , pe rc e nt) 

So urc e : the  Cambo dian autho ritie s

The  re c e nt c o nstruc tio n a nd  re a l e sta te  

b o o m ha s la rg e ly b e e n fue le d  b y rising   

foreign direct investment (FDI) inflows 
a nd  d o me stic  c re d it e xp a nsio n (Fig ure  9).  

Approved FDI (in fixed assets) in the  
c o nstruc tio n se c to r re a c he d  US$1.3 b illio n  

in 2016. Do me stic  c re d it p ro vid e d  to  the   

sector has grown rapidly over the past five 
ye a rs, a ve ra g ing  32 p e rc e nt a nnua lly. The  

to ta l FDI (sto c k) in the  c o nstruc tio n se c to r 

in the  p e rio d  2000-15 is e stima te d  to  ha ve  

re a c he d  US$3.5 b illio n3  (o r 19 p e rc e nt o f 

G DP), while  o utsta nd ing  d o me stic  c re d it 

p ro vid e d  to  the  c o nstruc tio n se c to r a mo unts 

to  US$3.0 b illio n (o r 17.4 p e rc e nt o f G DP) a t 

the  e nd  o f 2016. 
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Figure  9: FDI inflows and domestic  c redit to the  

c onstruc tion sec tor have  underpinned the  c onstruc tion 

boom. (US$ millio n)

So urc e : the  Ca mb o d ia n a utho ritie s a nd  Wo rld  Ba nk sta ff e stima te s
* Exc lud ing  me g a  pro je c ts
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Figure  10: Cambodia's international arrivals have 

eased.(Millio ns o f visito rs)
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Figure  11: Both Thailand and Vie tnam did we ll in 

attrac ting  inte rnational arrivals in 2016. (Y/ Y c hange , 
pe rc e nt)

c ) To urism

To urist a rriva ls g ro wth e a se d  furthe r, re g is-

te ring  a  5.0 p e rc e nt ye a r-o n-ye a r inc re a se , 

c o mp a re d  with 6.1 p e rc e nt in 2015 (Fig ure  

10). Inte rna tio na l a rriva ls b y a ir g re w b y 9.2 

p e rc e nt ye a r-o n-ye a r in 2016, simila r to  the  

inc re a se  se e n in 2015. Asia  c o ntinue d  to  

b e  the  ma jo r so urc e  o f to urists a nd  the  to p  

five Asian countries which, similar to 2015,  
a c c o unte d  fo r a b o ut 60 p e rc e nt o f the  

ma rke t sha re  in 2016. Vie tna m, China , a nd  

Tha ila nd  a re  the  ma in c o untrie s o f o rig ins,  

a c c o unting  fo r 19.1 p e rc e nt, 16.6 p e rc e nt, a nd  

7.8 p e rc e nt o f the  to ta l sha re , re sp e c tive ly. 

Effo rts ha ve  b e e n ma de  to  a ttra c t a dd itio na l 

arrivals by establishing more direct flights 
a nd  intro d uc ing  ne w initia tive s suc h a s the  

“ China  Re a d y”  initia tive  a nd  jo int to ur p a c k-

a g e s. The  ro le  a nd  o rg a niza tio na l struc ture  

o f the  Ministry o f To urism ha ve  a lso  b e e n 

stre ng the ne d .4  The  Ministry o f To urism ha s 

b e e n g ive n a  le a d ing  ro le  in ma na g ing  a nd  

d e ve lo p ing  the  to urism se c to r, inc lud ing   

huma n re so urc e  d e ve lo p me nt, a nd  ha s 

a lso  b e e n ta ske d  with c o lla b o ra ting  with 

o the r g o ve rnme nt a g e nc ie s a nd  the  p riva te  

se c to r to  imp le me nt the  La w o n To urism a nd  

the  To urism De ve lo p me nt Stra te g ic  Pla n. 

The re  a re  sig ns o f a  g ra d ua l re c o ve ry in the  

to urism se c to r in e a rly 2017. Arriva ls fro m 

We ste rn Euro p e  a nd  No rth Ame ric a  ha ve  

p ic ke d  up , a ltho ug h Asia  c o ntinue s to  b e  

the  ma in to urism ma rke t fo r Ca mb o d ia .5

Diversification of tourist attraction sites  
b e yo nd  the  Ang ko r Arc he o lo g ic a l Pa rk is 

imp o rta nt. Curre ntly, inte rna tio na l a rriva ls  

re ma in la rg e ly d rive n b y the  Ang ko r c o mp le x  

lo c a te d  in the  no rthe a ste rn p ro vinc e  o f 

Sie m Re a p  (Fig ure  10), d e sp ite  the  fa c t tha t  

Ca mb o d ia  is e nd o we d  with c o untle ss  

histo ric a l, c ultura l a nd  na tura l to urist  

d e stina tio ns. To  this e nd , inte r-a g e nc y  

c o o rd ina tio n, a s we ll a s c o lla b o ra tio n with 

the  p riva te  se c to r to  d e ve lo p  a nd  a c c e ss 

to  ne w a ttra c tio n site s a nd  to  imp ro ve   

c urre ntly und e rd e ve lo p e d  site s, will b e   

e sse ntia l. G ive n the  re c e nt c o nstruc tio n  

e xp a nsio n, he lp ing  o the r e me rg ing  urb a n  

a re a s to  b e c o me  mo re  to urist-frie nd ly  

d e stina tio ns with imp ro ve d  to urism  

infra struc ture , fa c ilitie s a nd  a c c e ssib ility wo uld   

help to support diversification in the tourism 
se c to r.    

4 Sub -De c re e  d a te d  De c e mb e r 16, 2016 o n struc ture  a nd  func tio ns o f the  Ministry o f To urism.  

5 To urism sta tistic s re p o rt fo r Ja nua ry 2017, Ministry o f To urism. 
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d ) Ag ric ulture

Ric e  p ro d uc tio n e xp a nd e d  la st ye a r, tha nks 

to  imp ro ve d  we a the r c o nd itio ns. Ra iny  

se a so n ric e  p ro d uc tio n, whic h a c c o unts fo r 

a lmo st 80 p e rc e nt o f Ca mb o d ia ’ s to ta l ric e  

production, grew significantly for the first 
time  sinc e  2013 (Fig ure  12), inc re a sing  b y 

0.38 millio n me tric  to ns in 2016 (a nd  re a c hing  

7.5 millio n to ns, o r a  5.3 p e rc e nt ye a r-o n-

ye a r inc re a se ). This is e xp la ine d  b y ha rve ste d  

a re a  e xp a nsio n o f 0.08 millio n to ns a nd  a n 

inc re a se  in yie ld s o f 0.3 millio n to ns.

The  ha rve ste d  a re a  e xp a nd e d  b y 1.1 p e rc e nt, 

re a c hing  2.56 millio n ha , while  yie ld s ro se  b y 

4.2 p e rc e nt, a ve ra g ing  3.2 to ns p e r ha  (98 

p e rc e nt o f the  c ultiva te d  a re a  ha s a lre a d y 

b e e n ha rve ste d ).6  Ho we ve r, c ultiva tio n o f 

d ry se a so n ric e  in 2017 ha s slo we d  a s the  

c ultiva te d  a re a  ha s d e c line d  b y 11.3 p e rc e nt, 

c o mp a re d  with the  sa me  p e rio d  la st ye a r, 

d ue  to  p ro lo ng e d  ra infa ll a fte r the  e nd  o f 

the  no rma l ra iny se a so n. Pla nta tio ns o f o the r 

c ro p s, suc h a s c a ssa va , c o rn, b e a ns a nd  

ve g e ta b le s, ha ve  a lso  b e e n slo w.  

Mo st a g ric ultura l c o mmo d ity p ric e s re ma in 

lo w, a ltho ug h na tura l rub b e r p ric e s p ic ke d  

up  re c e ntly (Fig ure  13). Ag ric ulture  p ric e s a s 

a  who le  a re  e xp e c te d  to  rise  b y le ss tha n 

1 p e rc e nt o ve r 2017, b ut g ra in p ric e s a re   

p ro je c te d  to  d e c line  b y a lmo st 3 p e rc e nt o n 

a n imp ro ving  sup p ly o utlo o k.7  Na tura l rub b e r  

p ric e s ra llie d  to  US$1.92/ kg  in the  fo urth 

q ua rte r o f 2016, up  fro m US$1.57/ kg  in the  

p re vio us q ua rte r. Pric e s we re  re p o rte d ly  

sup p o rte d  b y stro ng  b uying  inte re st fro m 

China , while  sup p ly c o nstra ints we re  la rg e ly 

d ue  to  d e la ye d  ta p p ing  in Ma la ysia  (a nd  

Tha ila nd ) c a use d  b y El Niño  c o nd itio ns e a rlie r  

in 2016. Ke y na tura l rub b e r p ro d uc ing   

c o untrie s, inc lud ing  Ind o ne sia , Ma la ysia , 

a nd  Tha ila nd , ha ve  a g re e d  to  und e rta ke  

sup p ly c o ntro l me a sure s in a n e ffo rt to   

susta in hig h p ric e s.

6 We e kly re p o rt b y the  Ministry o f Ag ric ulture , Fo re stry a nd  Fishe rie s, Ja nua ry 19, 2016. http :/ / www.ma ff.g o v.kh/ re p o rts/ 69-c ro p ing sta tus/ 1771-we e kly-re p o rt-18-01-17.html

7  Ind ustria l Co mmo d itie s Pric e s to  Surg e  in 2017: Wo rld  Ba nk. Se e  http :/ / www.wo rld b a nk.o rg / e n/ ne ws/ p re ss-re le a se / 2017/ 01/ 24/ ind ustria l-c o mmo d itie s-p ric e s-to -surg e -

in-2017-wo rld -b a nk
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 Figure 12: Contribution to annual wet season 

rice production increase. (Millio n me tric  to ns)

So urc e : the  Cambo dian autho ritie s
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Figure  13: Pric es of agric ultural c ommodities, 

exc ept natural rubber, remain subdued.
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POVERTY

As a  ne wly e me rg ing  se c to r, the  c o nstruc tio n  

se c to r ha s p la ye d  a n inc re a sing ly impo rta nt 

ro le  in p ro vid ing  a n a lte rna tive  so urc e  o f 

inc o me  fo r wo rke rs mig ra ting  fro m rura l 

ho use ho ld s to  b e  e mp lo ye d  in urb a n a re a s.  

This is in a d d itio n to  the  inc o me  so urc e  fro m 

the  tra ditio na l g a rme nt a nd  fo o twe a r se c to r. 

Jo b s c re a te d  b y the  c o nstruc tio n se c to r  

a c c o unte d  fo r a b o ut 200,000 in 2016, a  

33.3 p e rc e nt ye a r-o n-ye a r inc re a se .8 This 

re p re se nts 10 p e rc e nt o f to ta l e mp lo yme nt 

in the  ind ustry se c to r, e q uiva le nt to  a b o ut 

o ne -third  o f to ta l e mp lo yme nt g e ne ra te d  

b y the  g a rme nt a nd  fo o twe a r se c to r. Wa g e s  

o f unskille d  wo rke rs in the  c o nstruc tio n  

se c to r ha ve  rise n to  a s hig h a s US$200 

a  mo nth, we ll a b o ve  the  g a rme nt a nd  

fo o twe a r ind ustry’ s minimum wa g e  o f US$153 

a  mo nth, whic h re p re se nts a  9.2 p e rc e nt 

ye a r-o n-ye a r inc re a se . Wa g e s o f skille d   

c o nstruc tio n wo rke rs a re  twic e  a s muc h a s the   

minimum wa g e , ra ng ing  fro m US$300 to  

US$450 a  mo nth.

Diversification of livelihood portfolios is  
he lp ing  to  susta in p o ve rty re d uc tio n in  

Ca mb o d ia . By 2015, no n-a g ric ulture  wa g e  

inc o me s ma d e  up  mo re  tha n o ne -third  o f 

rura l inc o me s, c o mp a re d  with le ss tha n 

one-fifth in 2007 (Figure 14). During the 
sa me  p e rio d , a g ric ultura l inc o me s inc lud ing  

a g ric ultura l wa g e s d e c line d  to  o nly 43 

p e rc e nt o f to ta l rura l inc o me s, d o wn fro m 63 

p e rc e nt. Thus, p o ve rty is e xp e c te d  to  ha ve  

c o ntinue d  to  d e c line , d e sp ite  a g ric ultura l 

g ro wth sta g na ting , the  se c to r tha t ha d  

d rive n p o ve rty re d uc tio n until 2012. This tre nd  

me a ns tha t the  rura l no n-fa rm e c o no mic  

a c tivity suc h a s g a rme nt, c o nstruc tio n a nd  

The  importa nc e  of produc tivity a s a  c onc e pt 

cannot be understated, as it reflects the ef-
ficiency with which an economy transforms 
re sourc e s into  outputs. With hig he r p ro d uc tiv-

ity, a  c o untry c a n a ffo rd  b e tte r living  sta nd -

a rd s. Pro d uc tivity g ro wth o fte n re fe rs to  a n 

inc re a se  in o utp uts p ro d uc e d  with the  sa me  

le ve l o f inp uts a nd  the  sa me  p e rio d  o f time . 

Using  a  g ro wth d e c o mp o sitio n to o l (the  

Sha p e ly me tho d )  a nd  d a ta  fro m Ca mb o d ia  

so c io -e c o no mic  surve ys, a nnua l g ro wth p e r 

c a p ita  va lue -a d d e d  is d e c o mp o se d  into  fo ur 

c o mp o ne nts, na me ly c o ntrib utio ns o f p ro d uc -

tivity g ro wth, e mp lo yme nt g ro wth, la b o r fo rc e  

g ro wth, a nd  c ha ng e  in wo rking -a g e  p o p ula -

tio n, fo r the  p e rio d  2007-14. 

The  re sults show tha t a nnua l g rowth pe r c a p-

ita  va lue - a dde d during  the  pe riod 2007- 14 

is he a lthy. Annua l p ro d uc tivity g ro wth o f 6.0 

p e rc e nt is fo und  to  b e  the  la rg e st c o ntrib uting  

fa c to r in a nnua l g ro wth p e r c a p ita  va lue -a d d -

e d  o f 4.2 p e rc e nt (Ta b le  B1). The  d e c line  in the  

e mp lo yme nt ra te , ho we ve r, d ra g g e d  d o wn 

g ro wth p e r c a p ita  va lue -a d d e d  b y a s muc h 

a s 2.8 p e rc e nt, c a use d  ma inly b y a  d e c line  in 

the  a g ric ultura l e mp lo yme nt ra te . 

1/ http :/ / g lo b a lp ra c tic e s.w o rld b a nk.o rg / m fm /  

Pa g e s/ Site Pa g e s/ MFM%20Online %20To o ls.a sp x

BOX 1: PRODUCTIVTY

Ta b le  B1: De c o mp o sitio n o f p e r c a p ita   

va lue -a d d e d  g ro wth (b y the  Sha p le y  

me tho d ), e mp lo yme nt b y ma jo r se c to r,  

in the  p e rio d  2007-14.

Pe rc e nt %  

Co ntrib utio n

Annua l G ro wth p e r c a p ita  

Va lue  Ad d e d

4.26 100%

Cha ng e  in Pro d uc tivity 5.99 141%

Cha ng e  in Emp lo yme nt ra te -2.86 -67%

Ag ric ulture -3.69 -87%

Ind ustry 0.88 21%

Se rvic e s e tc . -0.05 -1%

Cha ng e  in Pa rtic ip a tio n Ra te 0.32 8%

Cha ng e  in Sha re  o f  

Wo rking  Ag e  Po p ula tio n

0.81 19%

So urc e : Ba nk sta ff  

c o mp uta tio n
8 Annua l re p o rt fo r 2016 a nd  ta rg e ts fo r 2017, Ministry o f La nd , Urb a niza tio n  

a nd  Co nstruc tio n, Ja nua ry 13, 2017.
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se rvic e s a nd , to  a  le sse r e xte nt, re mitta nc e s 

could be a significant contributor to 
p o ve rty re d uc tio n a nd  sha re d  p ro sp e rity 

in Ca mb o d ia  in the  ye a rs to  c o me . In this 

re g a rd , Ca mb o d ia  is simila r to  Vie tna m, 

where livelihood diversification in rural areas 
ha s a lre a d y ma d e  a n imp o rta nt c o ntrib utio n 

to  p o ve rty re d uc tio n a nd  sha re d  p ro sp e rity.

Of the  6.0 pe rc e nt inc re a se  in produc tivity in 

the  pe riod 2007- 14, g rowth of produc tivity in 

a g ric ulture  c ontribute d the  se c ond- la rg e st, 

a fte r re a l e sta te  (Ta ble  B2). Using  e mp lo yme nt 

d a ta  b y se c to r (a nd  sub -se c to r), the  fa ste st 

a nnua l p ro d uc tivity g ro wth ra te  is se e n in re a l 

e sta te , whic h g re w a t a n a nnua l a ve ra g e  ra te  

o f 2.7 p e rc e nt d uring  the  p e rio d  2007-14. This 

wa s like ly b o o ste d  b y the  re a l-e sta te  b o o m 

in Cambodia during the post-global financial 
c risis p e rio d . Pro d uc tivity g ro wth in a g ric ul-

ture  wa s ne xt, rising  b y a n a nnua l a ve ra g e  o f 

1.8 p e rc e nt with the  a p p lic a tio n o f mo re  a d -

va nc e d  a g ric ultura l te c hno lo g y a nd  inp uts. 

The  third -fa ste st p ro d uc tivity g ro wth o f 0.7  

p e rc e nt wa s in tra d e  (who le sa le  a nd  re ta il). 

While  the  g a rme nt a nd footwe a r se c tor c on-

tinue d to  be  a  ma in drive r of g rowth, the  se c -

tor’s a nnua l a ve ra g e  produc tivity g rowth wa s 

only a  mode st 0.16 pe rc e nt. 

BOX 1: PRODUCTIVTY (CON’D)

Ta b le  B2: De c o mp o sitio n o f p e r c a p ita  va lue  

a d d e d  g ro wth (b y the  Sha p le y me tho d ),  

e mp lo yme nt b y se c to r, in the  p e rio d  2007-14.

Pe rc e nt %  
Co ntrib utio n

Annua l G ro wth p e r c a p ita  

Va lue  Ad d e d

4.26 100%

Cha ng e  in Pro d uc tivity 5.99 141%

Ag ric ulture 1.87 44%

Mining  & o the r  

ma nufa c turing

0.05 1%

Utilitie s 0.03 1%

G a rme nt & fo o twe a r 0.16 4%

Co nstruc tio n -0.27 -6%

Tra d e 0.72 17%

Tra nsp o rt &  

Co mmunic a tio ns

0.31 7%

Re a l e sta te 2.70 63%

Othe r Ac tivitie s 0.02 0%

Inte r-se c to ra l  

Re a llo c a tio n Effe c t

0.40 9%

Cha ng e  in Emp lo yme nt ra te -2.86 -67%

Cha ng e  in Pa rtic ip a tio n Ra te 0.32 8%

Cha ng e  in Sha re  o f 
 Wo rking  Ag e  Po p

0.81 19%

So urc e : Wo rld  Ba nk sta ff c a lc ula tio ns 
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Figure 14: Agriculture income only accounted for 

43 percent of total rural incomes. Rural inc o me  (%)

So urc e : The  Cambo dian autho ritie s

THE EXTERNAL SECTOR

a ) Me rc ha nd ise  e xp o rts

Ove ra ll, me rc ha nd ise  e xp o rts re ma ine d  so lid , 

with c o ntinue d  g a rme nt a nd  no n-g a rme nt 

e xp o rt g ro wth. Me rc ha nd ise  e xp o rts a re   

e stima te d  to  ha ve  e xp a nd e d  a t 11 p e rc e nt 

ye a r-o n-ye a r in 2016, re a c hing  45.5 p e rc e nt 

o f G DP (Fig ure  15), d rive n b y g a rme nt a nd  

fo o twe a r e xp o rts, whic h ro se  b y 8.4 p e rc e nt 

a nd  14.8 p e rc e nt ye a r-o n-ye a r, re sp e c tive ly. 

This is c o mp a re d  with a n 8.3 p e rc e nt ye a r-o n-

ye a r g ro wth in 2015. Ag ric ultura l c o mmo d ity 

e xp o rts, in p a rtic ula r p a d d y ric e  e xp o rts, 

a re  b e lie ve d  to  ha ve  b e e n b o o ste d  b y the  

e xp a nsio n o f we t se a so n ric e  p ro d uc tio n, 

whic h inc re a se d  b y 5.3 p e rc e nt ye a r-o n-

ye a r, o r b y a lmo st 0.4 millio n me tric  to ns in 

2016. 
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b ) Tra nsfe r re c e ipts – wo rke rs’  re mitta nc e s

Wo rke rs’  re mitta nc e s c o ntinue  to  b e  stro ng . 

In 2016, remittance inflows are estimated 
to  ha ve  re a c he d  US$431 millio n.9  A la rg e  

numb e r o f Ca mb o d ia n mig ra nt wo rke rs, 

a ttra c te d  b y hig h wa g e s in Tha ila nd , while  

a lso  b e ing  ne g a tive ly a ffe c te d  b y d e c lining  

a g ric ulture  c o mmo d ity p ric e s fo r the ir 

a g ric ultura l p ro d uc tio n a t ho me , ma inly 

contributed to the remittance inflows. This 
ha s he lp e d  b o o st ho use ho ld  re mitta nc e s, 

e sp e c ia lly in rura l a re a s, sinc e  2014 (Fig ure  16). 

Re g iona l c ompa risons a lso  show tha t  

Ca mbodia ’s a nnua l g rowth pe r c a pita   

va lue - a dde d during  2007- 14 wa s re la tive ly 

hig h (Ta b le  B3). Using  d a ta  so urc e s fro m Wo rld  

De ve lo p me nt Ind ic a to rs, a nnua l g ro wth p e r 

c a p ita  va lue -a d d e d  fo r La o  PDR, Vie tna m, 

Tha ila nd  a nd  Ind o ne sia  we re  c o mp a re d  with 

that of Cambodia. Among the five countries, 
La o  PDR ha d  the  hig he st a nnua l g ro wth p e r 

c a p ita  va lue -a d d e d  o f 6.1 p e rc e nt. Ho we ve r, 

its p ro d uc tivity g ro wth wa s o nly 5.1 p e rc e nt 

ve rsus 6.0 p e rc e nt in Ca mb o d ia . No ne the le ss, 

it is wo rth me ntio ning  tha t Ca mb o d ia  is in a t 

a n e a rlie r sta g e  o f d e ve lo p me nt tha n mo st  

c o mp a ra to r c o untrie s with the  e xc e p tio n  

o f La o  PDR.  

BOX 1: PRODUCTIVTY (CONT’D)

Ta b le  B3: Annua l g ro wth p e r c a p ita  va lue  

a d d e d  – re g io na l c o mp a riso ns in 2007-14

Ca m-

b o d ia

La o  

PDR/ 1

Vie t-

na m/ 2

Tha i-

la nd / 2

Ind o -

ne sia

To ta l 4.3 6.1 2.5 2.9 3.9

Pro d uc tivity 6.0 5.1 1.8 2.5 3.2

Emp lo yme nt 

ra te
-2.9 0.0 0.0 0.1 0.5

Pa rtic ip a tio n 

ra te
0.3 -0.2 0.2 -0.3 0.0

De mo g ra p h-

ic  c ha ng e
0.8 1.1 0.6 0.6 0.3

So urc e : Wo rld  Ba nk sta ff c a lc ula tio ns. 1/  2007-10; 2/  2007-13

9   Ba la nc e  o f p a yme nts sta tistic s, the  Ce ntra l Ba nk 
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Figure  15: Trade  de fic it is narrowing . Expo rts, 
impo rts a nd  tra de  de fic it. (Pe rc e nt o f GDP)
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Figure 16: Workers' remittances continued to be 

strong. (US$ millio n)

So urc e : the  Cambo dian autho ritie s and Bank staff e stimate s
e  = e stimate

c ) Me rc ha ndise  impo rts

De ma nd  fo r imp o rts ha s b e e n c o nta ine d , 

d ue  to  a  d e c e le ra tio n in imp o rts o f b a sic  

c o nstruc tio n ma te ria ls, p a rtic ula rly ste e l 

(a nd  c e me nt), a s the  c o mp le tio n p ha se  o f 

ma ny mo d e rn hig h-rise  re sid e ntia l a nd  c o m-

me rc ia l c o nstruc tio n p ro je c ts is ne a ring . In 
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a d d itio n, the re  ha s b e e n a  ra p id ly g ro wing  

imp o rt sub stitutio n e ffo rt, with the  e xp a nsio n 

o f d o me stic  p ro d uc tio n, e sp e c ia lly fo r fo o d  

a nd  b e ve ra g e  p ro d uc ts a nd  c e me nt. Im-

p o rt g ro wth is e stima te d  to  ha ve  re ma ine d  

a t a ro und  9 p e rc e nt ye a r-o n-ye a r in 2016, 

e q uiva le nt to  56.9 p e rc e nt o f G DP. 

However, reflecting continued strong do-

me stic  c o nsump tio n, a  numb e r o f ke y im-

p o rt p ro d uc ts, suc h a s mo to r ve hic le s, d ie se l 

a nd  fo o d stuffs, re ma ine d  ro b ust. Imp o rts o f 

mo to r ve hic le s (no t inc lud ing  mo to rc yc le s) 

c o ntinue d  to  b e  b uo ya nt, g ro wing  a t 21.4 

p e rc e nt ye a r-o n-ye a r (in va lue  te rms) in 

2016, c o mp a re d  with 21.1 p e rc e nt in 2015 

(Fig ure  17). Die se l imp o rts ro se , re a c hing  

14.2 p e rc e nt ye a r-o n-ye a r in 2016, c o m-

p a re d  with 3.0 p e rc e nt in 2015.
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Figure  17: Imports of vehic les, diese l and 

foodstuffs remained strong.(Yo Y ,% c hange ) 

So urc e : the  Cambo dian autho ritie s
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Figure  18: FDI large ly financ e s c urre nt ac c ount de fic its 

whic h are  gradually narrowing . (In pe rc e nt o f GDP)

So urc e : The  Cambo dian autho ritie s and Bank sta ff e stimate s

d) The  c urre nt a c c o unt 

Ove ra ll, Ca mb o d ia ’ s e xte rna l p o sitio n fur-

ther improved as trade deficits narrowed, 
sup p o rte d  p a rtly b y re silie nt e xp o rts a nd  

c o ntinue d  lo w inte rna tio na l o il p ric e s. Ma in-

ly financed by FDI inflows, which are estimat-
e d  to  ha ve  a mo unte d  to  10.2 p e rc e nt o f 

G DP in 2016, c o mp a re d  with 9.1 p e rc e nt in 

2015, the current account deficit (excluding 

official transfers) is estimated to have nar-
ro we d  to  9.5 p e rc e nt o f G DP in 2016, d o wn 

fro m 10.6 p e rc e nt in 2015 (Fig ure  18).

Capital inflows and an improved current ac-

c o unt p o sitio n ha ve  c o ntrib ute d  to  rising  in-

te rna tio na l re se rve s, whic h re a c he d  US$6.5 

b illio n (e q uiva le nt to  5.4 mo nths o f p ro sp e c -

tive  imp o rts) la st ye a r. This o c c urre d  a s ne t 

fo re ig n a sse ts o f the  c e ntra l b a nk a c c e le ra t-

e d , e xp a nd ing  a t 22.3 p e rc e nt ye a r-o n-ye a r 

in 2016, c o mp a re d  with 20.4 p e rc e nt in 2015.

INFLATION 

Inflationary pressures have built up as a result 
o f c o ntinue d  stro ng  d o me stic  d e ma nd  le d  

b y ho use ho ld  c o nsump tio n d rive n in p a rt b y 

the  rise  in wa g e s. Inflation has accelerated, 
rising  to  4.3 p e rc e nt ye a r-o n-ye a r in Ma rc h 

2017, c o mp a re d  with 2.8 p e rc e nt in 2015 

(Fig ure  19). The  fo o d  c o mp o ne nt, in p a rtic u-

lar fish, meat, poultry, vegetables and fruit 
prices, continued to drive inflation, while res-
ta ura nt, he a lth c a re , furnishing s, a nd  c lo th-

ing components combined (classified under 
“ o the rs” ) a lso  ro se . The  tra nsp o rta tio n c o m-

p o ne nt re ma ine d  sub d ue d , while  a  slo w  

re c o ve ry in inte rna tio na l o il p ric e s ha s b e e n 

o b se rve d . 



23APRIL 2017 C AMBO DIA EC O NO MIC  UPDATE

The recent uptick in inflation is believed to 
ha ve  b e e n d rive n la rg e ly b y e xp a nd ing  

d o me stic  d e ma nd , b o o ste d  b y rising  

c o nsump tio n a s wa g e s rise .  This is ve ry 

d iffe re nt fro m the  p e rio d  o f g lo b a l fo o d  a nd  

o il p ric e  sho c ks, fo llo we d  b y the  2007/ 08 

global financial crisis, when imported 
inflation—with the “pass-through” from 
imp o rte d  p ric e s o f o il a nd  fo o d stuffs to  

domestic inflation—was largely responsible 
for rising domestic inflation (Figure 20). 

 

Regional inflation has also been edging 
up  (Figure 21). Although inflation is still 
e xp e c te d  to  re ma in sub d ue d  fo r so me  time  

to come, inflation expectations appear to 
b e  rising  o n the  b a c k o f a  size a b le  e ne rg y 

a nd  c o mmo d ity p ric e  re c o ve ry.

THE MONETARY SECTOR

a ) Mo ne ta ry a g g re g a te s, inte re st ra te s 

a nd  e xc ha ng e  ra te s

Sup p o rting  e c o no mic  g ro wth, b ro a d  mo ne y 

ha s e xp a nd e d , inc re a sing  b y 17.9 p e rc e nt 

ye a r-o n-ye a r b y e nd -2016, c o mp a re d  with 

14.7 p e rc e nt in 2015, tha nks to  rising  fo re ig n 

c urre nc y d e p o sits b o o ste d  b y imp ro ve d  

confidence in the banking system (Fig ure  

22). Ho we ve r, the  c o ntrib utio ns fro m rie l  

d e p o sits a nd  rie l in c irc ula tio n to  b ro a d   

money growth remain subdued, reflecting the 
c e ntra l b a nk’ s p rud e nt p o lic y in ma inta ining  

e xc ha ng e  ra te  sta b ility to  he lp  sta b ilize   

d o me stic  p ric e s in the  hig hly d o lla rize d  
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Figure  19: The  food c ompone nt c ontinue s to drive  

inflation. Co ntributio ns to  12-mo nth infla tio n (Pe rc e nt)

So urc e : The  Cambo dian autho ritie s
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Figure  21: Re gional inflation has be e n c re e ping  up. 
(y/ y c hange , pe rc e nt)

So urc e : the  Cambo dian autho ritie s and o the r c o untrie s' statistic s
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Figure  20: Post-global financ ial c risis, inflationary 

pressures have  been largely c ontributed by 

domestic  c onsumption. 

So urc e : the  Cambo dian autho ritie s (CSES, NIS) and Bank sta ff e stimate s
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Figure 22: Broad money growth has been driven by 

rising foreign c urrenc y deposit. Co ntributio n to  
bro ad mo ne y gro wth (in pe rc e nt) 

So urc e : the  Cambo dian autho ritie s
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De sp ite  the  d e c line  in c re d it g ro wth, c a use d  

p a rtly b y mo re  mo d e st e c o no mic  a c tivity, 

sho rt-te rm US d o lla r d e no mina te d  le nd ing  

a nd  d e p o sit ra te s ha ve  e d g e d  up  (Fig ure  

23). As the  e c o no my is hig hly d o lla rize d , it is 

strongly influenced by US Federal Reserves’ 
mo ne ta ry p o lic y, whic h ha s re c e ntly b e e n 

tig hte ne d , with thre e  inte re st ra te  inc re a se s 

sinc e  the  e nd  o f 2015.10

The  Ca mb o d ia n rie l (CR) ha s re c e ntly 

a p p re c ia te d  a g a inst the  US d o lla r, the  Tha i 

b a ht a nd  the  Vie tna me se  d o ng  (Fig ure  24). 

The  rie l/ US d o lla r e xc ha ng e  ra te  a p p re c ia te d  

to  CR 3,990 in Ma rc h 2017, fro m CR 4,050 

in De c e mb e r 2016. As e xp la ine d  a b o ve , 

increased investor confidence resulted in 

10 The US Federal Reserve targets a “Fed fund rate”—the interest rate at which a depository institution lends funds maintained at the Federal Reserve to another  
depository institution overnight, using open market operations (decided by FOMC)—for the purchase and sale of US treasury securities (bills, notes, and bonds). 
Since 2006, there have been three increases in the interest rate: the first rate increase from 0.25 to 0.5 percent per year (December 20, 2015), the second to 0.75 

 p e rc e nt (De c e mb e r 18, 2016) a nd  the  third  inc re a se  to  1.0 p e rc e nt (Ma rc h 15, 2017). As o f Ma rc h 16, 2017, the  e ffe c tive  Fe d  fund  ra te  is no w 0.91 p e rc e nt a nd  the  

b a nk p rime  lo a n ra te  is 4 p e rc e nt. 

11  Stre ng the ning  the  ro le  o f lo c a l c urre nc ie s in EU c a nd id a te  a nd  p o te ntia l c a nd id a te  c o untrie s, o c c a sio na l p a p e r se rie s, the  Euro p e a n Ce ntra l Ba nk, No  170, Ap ril 2016.
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Figure  24: The  rie l has appre c iate d against the  US dollar, 

the  Thai baht, and the  Vie tname se  dong. Rie l pe r do ng , 
b a ht, a nd  USD ind ic e s (2005=100) a nd  Rie l pe r USD (RHS)

So urc e : Ce ntra l b a nks (Ca mb o dia  a nd  Tha ila nd) a nd  Vie tna m's ministry o f fina nc e
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Figure  23: Short- term US dollar interest rates have  

edged up despite  the  dec line  in c redit growth.

So urc e : The  Cambo dian autho ritie s

strong capital inflows, observed since early 
2016 with rising  fo re ig n c urre nc y d e p o sits 

(see also the discussion on FDI inflows under 
the  e xte rna l se c to r se c tio n a b o ve ), while  

the  c o ntrib utio n o f the  rie l in b ro a d  mo ne y 

g ro wth re ma ine d  sub d ue d . This ma y e xp la in 

the  re c e nt a p p re c ia tio n o f the  rie l. 

In a d d itio n, re c e nt e ffo rts to  p ro mo te  the  

use  o f the  rie l b y the  c e ntra l b a nk ma y ha ve  

stre ng the ne d  trust in the  lo c a l c urre nc y. The  

c e ntra l b a nk ha s b uilt a  g o o d  tra c k re c o rd , 

whic h inc lud e s a vo id a nc e  o f d o me stic  

bank financing for the government’s fiscal 
deficit, while maintaining relatively low 
inflation (except during the period of oil 
a nd  fo o d  p ric e  sho c ks p re c e d ing  the  2008-

09 global financial crisis). The pegged riel 
ve rsus US d o lla r e xc ha ng e  ra te  re g ime , a s 

well as trade and financial dependence 
o n the  US d o lla r, ho we ve r, c o ntinue s to  b e  

c o nd uc ive  to  d o lla riza tio n.11  Ca mb o d ia ’ s 

e xte rna l c o mp e titive ne ss is e xp e c te d  to  b e  

e c o no my. While  rising  fo re ig n c urre nc y  

deposits reflect the increasing attractiveness 
o f Ca mb o d ia ’ s b a nking  se c to r, it a lso   

suggests rising capital inflows into the  
c o untry.
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Figure 25: Credit growth has decelerated since 

mid-2016, while  deposit growth remained strong. 
(Y/ Y % c hange )

So urc e : The  Cambo dian autho ritie s

furthe r e ro d e d  if the  c o untry ma inta ins the  

p e g g e d  e xc ha ng e  ra te  p o lic y, if a nd  whe n 

furthe r d o lla r a p p re c ia tio n o c c urs. In the  

a b se nc e  o f a n ind e p e nd e nt e xc ha ng e  ra te  

re g ime , the  o ve rva lua tio n o f re a l e ffe c tive  

e xc ha ng e  ra te , the re fo re , c a lls fo r p o lic ie s to  

imp ro ve  p ro d uc tivity a nd  c o mp e titive ne ss.12

b ) The  b a nking  se c to r

The  b a nking  se c to r’ s c re d it g ro wth ha s 

moderated slightly, partly reflecting 
mo re  mo d e st e c o no mic  a c tivity. Ma c ro -

p rud e ntia l me a sure s re c e ntly intro d uc e d  b y 

the  c e ntra l b a nk ma y ha ve  a lso  he lp e d  to  

slo w d o me stic  c re d it g ro wth. The  b a nking  

se c to r’ s c re d it g ro wth d e c e le ra te d  to  25.8  

p e rc e nt ye a r-o n-ye a r b y e nd -2016, c o mp a re d   

with 28.6 p e rc e nt in 2015 (Fig ure  25).

Outsta nd ing  c re d it p ro vid e d  to  the  p riva te  

se c to r ro se  to  US$12.4 b illio n o r 62.3 p e rc e nt 

o f G DP b y e nd -2016, up  fro m US$9.8 b illio n 

o r 54.7 p e rc e nt o f G DP in 2015. Imp ro ve d  

confidence in the economy has attracted 
a d d itio na l p riva te  se c to r d e p o sits, whic h 

a c c e le ra te d  to  19.3 p e rc e nt ye a r-o n-ye a r 

g ro wth in 2016, c o mp a re d  with 16.6 p e rc e nt 

in 2015. The  lo a n-to -d e p o sit ra tio  re ma ine d  

hig h a t 100 p e rc e nt a t the  e nd  o f 2016. 

The  no n-p e rfo rming  lo a n (NPL) ra tio  fo r the  

b a nking  se c to r ro se  slig htly to  2.7 p e rc e nt in 

2016, up  fro m 2.3 p e rc e nt in 2015. Ho we ve r, 

c a re  sho uld  b e  ta ke n in the  inte rp re ta tio n 

o f NPL ra tio s, a s inc o nsiste nc ie s in lo a n 

classifications and the continuous rolling 
o ve r o f lo a ns ma y d isg uise  d e e p e r p ro b le ms.

It is imp o rta nt to  no te  tha t the re  ha s b e e n 

a  shift in the  a llo c a tio n o f d o me stic  c re d it, 

to wa rd s no n-tra d a b le  se c to rs, suc h a s 

c o nstruc tio n a nd  re ta il tra d e , a nd  a wa y 

fro m tra d e a b le  se c to rs, suc h a s to urism-

re la te d  b usine sse s a nd  ma nufa c turing  

(Figure 26). This trend may partly reflect 
US d o lla r a p p re c ia tio n, whic h ha s ha d  the  

e ffe c t o f e ro d ing  c o mp e titive ne ss o f the  

ma in tra d e a b le  se c to rs, na me ly g a rme nts 

a nd  to urism. As a  re sult, inve sto rs a nd  

p ro d uc e rs ma y b e  re d ire c ting  inve stme nt 

to wa rd  no n-tra d a b le  se c to rs a nd  se rvic e s 

se rving  d o me stic  d e ma nd  ra the r tha n 

to wa rd s e xp o rts. G ive n the  c o untry’ s sma ll 

d o me stic  ma rke t, the  shift d o e s no t b o d e  

we ll fo r susta ining  hig h le ve ls o f e c o no mic  

g ro wth.  

12  2016 IMF Artic le  IV sta ff re p o rt
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Figure  26: The  share  of c re dits to c onstruc tion rose , 

while  c re dit to manufac turing  and tourism-re late d 

busine sse s de c line d. (% o f to ta l) 

So urc e : the  Cambo dian autho ritie s
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Figure  27: Domestic  c redit provided by MFIs/ MDIs 

have  abruptly stalled, while  interest rates have  

inc reased. 

So urc e  the  Cambo dian autho ritie s

c) Microfinance

Afte r g ro wing  ra p id ly fo r se ve ra l ye a rs, the  

e xp a nsio n o f c re d it p ro vid e d  b y mic ro -

finance institutions (MFI) and microfinance-
d e p o sit-ta king  institutio ns (MDI) sta g na te d  in 

2016. Cre d it g ro wth o f MFIs/ MDIs p e a ke d  in 

2014 a t mo re  tha n 50 p e rc e nt ye a r-o n-ye a r 

(Fig ure  27), b ut the n sta lle d  a b rup tly in 2016. 

Outsta nd ing  c re d it p ro vid e d  b y MFIs/ MDIs 

p e a ke d  in Ma rc h 2016, whe n it re a c he d  

US$3.3 b illio n, o r 16.7 p e rc e nt o f G DP, b ut 

ha s sinc e  d e c line d .13  By No ve mb e r 2016, 

o utsta nd ing  c re d it fe ll to  US$3.1 b illio n, o r 

15.5 p e rc e nt o f G DP. It is wo rth e mp ha sizing  

that the micro-finance credit market is 
hig hly c o nc e ntra te d , d o mina te d  a s it is b y 

a  re la tive ly sma ll numb e r MFIs/ MDIs. The  to p  

12 MFIs/ MDIs a c c o unt fo r 98 p e rc e nt o f the  

microfinance market by loan portfolios and 
97 p e rc e nt b y b o rro we rs.14 

The  to ta l numb e r o f ho use ho ld s se rve d  b y 

MFIs/ MDIs ha s a lso  d e c line d , d ro p p ing  to  

o nly 2.14 millio n ho use ho ld s in 2016, d o wn 

fro m 2.19 millio n ho use ho ld s in 2015. The  NPL 

ratio for the micro-finance sector rose to 1.5 

13   This was partly due to the reclassification of one of the MDIs as a commercial bank.

14  See April 2016 Cambodia Economic Update for detailed discussions on the micro-finance sector. 

15  2015 Ca mb o d ia  So c io -Ec o no mic  Surve y, Oc to b e r 2016, Na tio na l Institute  o f Sta tistic s, Ministry o f Pla nning . 

16  See MIMOSA, 2016 “Microfinance Index of Market Outreach and Saturation: Cambodia”, MIMOSA Project, May 2016 interim update.

p e rc e nt in 2016, up  fro m 0.7 p e rc e nt in 2015. 

In e nviro nme nts o f ra p id ly inc re a sing  c re d it, 

a s e xp e rie nc e d  in Ca mb o d ia  o ve r the  p a st 

six ye a rs, the  q ua lity o f p o rtfo lio s is o fte n 

ma ske d  b y the  p a c e  a t whic h p o rtfo lio s 

g ro w. Only with a  sho c k o r a  ma jo r slo wd o wn 

do the underlying vulnerabilities—for 
e xa mp le , la rg e  numb e rs o f b o rro we rs ta king  

new loans to repay old ones—suddenly 
b e c o me  a p p a re nt. 

It is to o  e a rly to  b e  sure  o f the  re a so ns b e hind  

the  sta lling  o f g ro wth in MFI/ MDI c re d it. Initia l 

o b se rva tio ns ind ic a te  tha t the re  is stro ng e r 

c o mp e titio n fro m the  g ro wing  numb e r 

of unregulated parallel microfinance 
o p e ra tio ns o ffe ring  c re d it, inc lud ing  

p riva te  mo ne y-le nd e rs. As c o mp e titio n 

he a ts up , the  c rite ria  fo r o b ta ining  lo a ns 

a re  b e ing  re la xe d , in p a rtic ula r b y info rma l 

a nd  unre g ula te d  mo ne y-le nd e rs. Ma ny 

ho use ho ld s the re fo re  a p p e a r to  b e  re lying  

inc re a sing ly o n info rma l mo ne y-le nd e rs fo r 

q uic k, unc o lla te ra lize d  c a sh to  ma ke  lo a n 

re p a yme nts, c o ve r me d ic a l e xp e nse s, o r 

ma ke  p ro p e rty re p a irs.15  Ho we ve r, so me  

MDIs a ttrib ute  this sta lling  to  slo we r d e ma nd  

fo r c re d it b y fa rme rs a nd  info rma l tra d e rs, 

adversely affected by the difficulties 
in (info rma lly) e xp o rting  a g ric ultura l 

c o mmo d itie s to  ne ig hb o ring  c o untrie s 

a nd  c o ntinue d  d e p re sse d  a g ric ultura l 

c o mmo d ity p ric e s. So me  re p o rts ha ve  a lso  

a ttrib ute d  the  d e c line  in o utsta nd ing  c re d it 

fro m MFIs/ MDIs to  ma rke t sa tura tio n.16 The   

inte re st ra te  c a p  fo r MFI/ MDI c re d it 

intro d uc e d  b y the  a utho ritie s in Ma rc h 

2017 a nd  e ffe c tive  sinc e  Ap ril 1, 2017 ma y 
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a lso  se rve  to  c urta il c re d it g ro wth (se e  the  

fo llo wing  se c tio n).

d) Inde b te dne ss

In Ma rc h 2017, the  c e ntra l b a nk issue d  a  

Pra ka s intro d uc ing  a  le nd ing  ra te  c a p  o f 18 

p e rc e nt p e r ye a r, e ffe c tive  Ap ril 1, 2017, fo r 

c re d it p ro vid e d  b y a ll MFIs/ MDIs und e r its 

sup e rvisio n.17  The  inte ntio n o f the  le nd ing  

ra te  c a p / c e iling  p o lic y is to  b ring  d o wn 

inte re st ra te s c ha rg e d  b y c e ntra l b a nk-

lic e nse d  MFIs/ MDIs. Che a p e r b o rro wing  

c o sts sho uld  the n he lp  to  p ro mo te  

a g ric ultura l a c tivitie s, a ttra c t inve stme nt, 

a nd  e xp a nd  d o me stic  p ro d uc tio n, 

o the rwise  no t fe a sib le , in p a rtic ula r fo r 

p o o r fa rme rs a nd  sma ll b usine sse s. The  

p o lic y c a n a lso  b e  se e n a s a n a tte mp t to  

d isc o ura g e  a g g re ssive  le nd ing  p ra c tic e s 

a nd  to  re in in p o ssib le  o ve rhe a ting  in the  

c o nsume r c re d it ma rke t (se e  the  d isc ussio n 

b e lo w o n the  use  o f MFIs’  lo a n p ro c e e d s  

b e lo w). 

Ho we ve r, it is no t c le a r ho w ma ny o f the  

lic e nse d  MFIs/ MDIs will b e  a b le  to  le nd  a t, 

o r b e lo w, the  c e lling  ra te . If ma ny MFIs/ MDIs 

c a nno t ma na g e  to  lo we r the ir inte re st ra te s, 

the  p o lic y c o uld  se ve re ly c urta il the ir ne w 

le nd ing  (unle ss the y institute  no n-inte re st-

re la te d  c ha rg e s to  c o mp e nsa te  fo r the  

c e iling ). The  p o lic y c o uld  the re fo re  fo rc e  

many MFIs/MDIs to leave the microfinance 
ma rke t, while  e nc o ura g ing  the  p ro life ra tio n 

o f p riva te  mo ne y-le nd e rs a nd  no n-lic e nse d  

MFIs, a mo ng  whic h re sp o nsib le  le nd ing  

p ra c tic e s a re  no t o b se rve d . If this we re  to  

17  Pra ka s d a te d  Ma rc h 13, 2017, Na tio na l Ba nk o f Ca mb o d ia . 

tra nsp ire , the  p o lic y ma y fa il to  p ro vid e   

rura l, p o o r b o rro we rs with the  p ro te c tio n 

and benefits that was intended. In addition,  
the  p o lic y no ta b ly e xc lud e s a  numb e r 

o f c o mme rc ia l b a nks tha t a re  le a d e rs in  

microfinance lending.  

The  2015 Ca mb o d ia  So c io -Ec o no mic   

Surve y (CSES) re sults sho w tha t c re d it  

p ro vid e d  b y no n-g o ve rnme nta l o rg a niza tio ns 

(NG Os), whic h ma y a lso  inc lud e  MFIs/ MDIs, 

a c c o unte d  fo r o nly 20 p e rc e nt o f the  to ta l 

o utsta nd ing  lo a n a mo unt b o rro we d  b y a ll 

ho use ho ld s in 2015, while  tho se  p ro vid e d  

b y b a nks re p re se nte d  the  la rg e st sha re , 

c o ve ring  a lmo st 60 p e rc e nt (Fig ure  28). 

This ma y limit the  p o te ntia l imp a c t o f the  

Pra ka s c a p p ing  le nd ing  ra te s tha t a p p lie s 

to  o nly c e ntra l b a nk-lic e nse d  MFIs/ MDIs 

whe n it b e c a me  e ffe c tive  in Ap ril 2017. The  

a ve ra g e  inte re st ra te  p a id  b y ho use ho ld s in 

Ca mb o d ia  is a s hig h a s 2.4 p e rc e nt a  mo nth 

(o r 32.9 p e rc e nt a  ye a r) a ltho ug h ho use ho ld s 

ha ve  inc re a sing ly a va ile d  the mse lve s o f 

b a nk c re d it, while  re d uc ing  the ir re lia nc e  o n  

p riva te  mo ne y-le nd e rs. 
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Figure 28: Ac c ess to bank loans has risen rapidly at 

the  expense of c redit provided by NGOs (and 

MFIs/ MDIs) and private  money lenders. (Pe rc e nt o f 
to ta l)

So urc e : Cambo dia  so c io -e c o no mic  surve ys
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The  2015 CSES d o e s no t, ho we ve r, sp e c ify  

the  p ro p o rtio n o f the  c re d it p ro vid e d  b y 

c e ntra l b a nk-lic e nse d  MFIs/ MDIs in the  to ta l 

credit figure, so it is difficult to quantify the 
p o te ntia l imp a c t o f the  ne wly intro d uc e d   

inte re st ra te  c a p .

Rura l ho use ho ld s a p p e a r to  ha ve  fa c e d  

mo re  c ha lle ng ing  b o rro wing  te rms, a s the y 

p a y the  hig he st inte re st ra te  o f 2.5 p e rc e nt a  

mo nth (o r 34.5 p e rc e nt a nnua lly), ve rsus 2.1 

p e rc e nt a  mo nth (o r 28.3 p e rc e nt a nnua lly) 

p a id  b y ho use ho ld s in o the r urb a n a re a s 

(a nd  2.4 p e rc e nt a  mo nth p a id  b y Phno m 

Pe nh ho use ho ld s).

Ind e b te d  rura l ho use ho ld s re p re se nte d  88  

p e rc e nt o f the  to ta l 1.25 millio n ind e b te d   

ho use ho ld s in Ca mb o d ia  in 2015 (Fig ure  29),  

up  fro m 80 p e rc e nt in 2009. During  the  

sa me  p e rio d , the  p ro p o rtio n o f lo a n  

p ro c e e d s use d  b y the  rura l ho use ho ld s fo r 

p ro d uc tive  p urp o se s, whic h ma y inc lud e  

those classified as “agricultural activities” 
a nd  “ no n-a g ric ulture  a c tivitie s” , d e c line d  

to  32 p e rc e nt, d o wn fro m 38.3 p e rc e nt.  The  

a ve ra g e  lo a n size  inc re a se d  mo re  tha n fo ur 

time s the  ra te  o f inc re a se  o f G NI p e r c a p ita  

o ve r the  sa me  p e rio d .18  Rising  c o nsump tio n 

d ue  to  inc re a se d  a c c e ss to  d o me stic  c re d it  

may have also contributed inflationary  
p re ssure s tha t, a s we  a lre a d y no te d , ha ve  

b uilt up  re c e ntly.

Indebtedness has intensified since 2010, 
in p a rtic ula r fo r rura l ho use ho ld s (Fig ure  

30). Ave ra g e  o utsta nd ing  d e b t a mo unts 

p e r ho use ho ld  a s a  p e rc e nta g e  o f a nnua l 

d isp o sa b le  inc o me  in rura l a re a s tre nd e d  

up wa rd s, re a c hing  29 p e rc e nt o f a ve ra g e  

a nnua l inc o me  in 2015, e xc e p t in 2013 

whe n it p e a ke d  a t 30 p e rc e nt.19  Rising  

ind e b te d ne ss ma y a lso  re sult fro m a  ra p id  

expansion of financial products and services. 
This inc lud e s le a sing , whic h no w c o ve rs 

d ura b le  g o o d s suc h a s mo to r ve hic le s, 

ma c hine ry, e q uip me nt, sma rt-p ho ne s a nd  

mo re , p ro vid e d  b y the  b a nk a nd  no n-b a nk 

se c to rs, ta king  a d va nta g e  o f rising  d o me stic  

d e ma nd  b o o ste d  in p a rt b y the  c o nstruc tio n 

a nd  re a l e sta te  se c to r b o o m.

Phno m Pe nh, 38
(3%)

Othe r rura l,
1,104, (88%)

Othe r urban,
113, (9%)

     

 

  Figure  29: Share  of indebted households by 

geographic al domain (tho usand, 2015)

So urc e : 2015 Cambo dia  so c io -e c o no mic  surve y

18  MIMOSA Ca mb o d ia , June  2016 re p o rt.

19  Annua l inc o me  a nd  o utsta nd ing  lo a n a mo unts a re  re p o rte d  in the  2015 Ca mb o d ia  So c io -Ec o no mic  Surve y (CSES). The re  is a  d isc re p a nc y b e twe e n the  o utsta nd ing  

lo a n a mo unt c o lle c te d  in the  2015 CSES a nd  tha t re c o rd e d  b y the  c e ntra l b a nk.
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Figure  30: House hold inde bte dne ss is rising 

among othe r rural house holds. Outstanding  
lo an (% o f annual  dispo sable  inc o me )

So urc e : Cambo dia  so c io  e c o no mic  surve ys 
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THE FISCAL SECTOR

a ) Do me stic  re ve nue

While  re ve nue  c o lle c tio n re ma ins stro ng , 

the  re ve nue -to -G DP ra tio  is sta g na ting  a fte r  

rising  ra p id ly d uring  the  p a st fe w ye a rs  

(Fig ure  31). Stro ng  p e rfo rma nc e  in d ire c t 

a nd  ind ire c t ta x c o lle c tio n c o ntinue d , 

while  no n-ta x c o lle c tio n d e c line d  in 2016. 

Ove ra ll c o lle c tio n a s a  p e rc e nta g e  o f G DP 

no w se e ms to  ha ve  sta g na te d . This is no t 

surp rising  a s the  re ve nue -to -G DP ra tio  ha s 

e xp e rie nc e d  a  ra p id  inc re a se  d uring  the  

p a st fe w ye a rs, tha nks to  imp ro ve d  re ve nue  

a d ministra tio n with the  imp le me nta tio n 

o f 2014-18 Re ve nue  Mo b iliza tio n Stra te g y 

(RMS), rising  imp o rts a nd  b uo ya nt d o me stic  

c o nsump tio n. Do me stic  re ve nue  is e stima te d  

to  ha ve  re ma ine d  a t 18.5 p e rc e nt o f G DP, 

c o mp a re d  with 18.7 p e rc e nt o f G DP in 

2015, c a use d  p rima rily b y a  d e c line  in no n-

ta x re ve nue  b y 0.8 p e rc e nt o f G DP to  2.2 

p e rc e nt o f G DP in 2016.

The  re c e nt e xp a nsio n o f imp o rts to  fe e d  

the  c o nstruc tio n a nd  re a l e sta te  b o o m 

sup p o rte d  c usto ms re ve nue s. Rising  d o me stic  

p ro d uc tio n a nd  c o nsump tio n fo ste re d  the  

c o lle c tio n o f d o me stic  ta xe s. The  c o lle c tio n 

o f no n-ta x re ve nue s, c o nsisting  p rima rily o f 

ro ya ltie s, re ve nue -sha ring  a nd  fe e s b o o ste d  

la rg e ly b y the  intro d uc tio n o f a  sta nd a rd ize d  

re c e ip ting  syste m a nd  inte r-a g e nc y Pra ka s, 

ha s no w mo d e ra te d .

Co mb ine d  G DCE a nd  G DT c o ntinue s to  

c o ntrib ute  ro ug hly 80 p e rc e nt o f to ta l 

c o lle c tio n (Fig ure  32). Imp ro ve d  c o lle c tio n 

e ffo rts b y ke y re ve nue  c o lle c ting  a g e nc ie s, 

na me ly the  G e ne ra l De p a rtme nt o f Custo ms 

a nd  Exc ise s (G DCE) a nd  the  G e ne ra l 

De p a rtme nt o f Ta xa tio n (G DT), c o ntinue  

to  und e rp in o ve ra ll re ve nue  p e rfo rma nc e . 

While  the  G DCE re ma ins the  la rg e st 

c o ntrib uto r, mo b ilizing  o ve r 40 p e rc e nt o f 

the  to ta l c o lle c tio n, the  G DT’ s re ve nue  

is c a tc hing  up , c o lle c ting  36 p e rc e nt o f 

the  to ta l in 2016, c o mp a re d  with o nly 31 

p e rc e nt in 2009. During  the  sa me  p e rio d , 

inc re a sing  re ve nue  fro m d ire c t ta xe s, rising  

to  3.8 p e rc e nt o f G DP in 2016, up  fro m 1.7 

p e rc e nt o f G DP, is a lso  e nc o ura g ing , g ive n 

Ca mb o d ia ’ s c o mmitme nt to  g ra d ua lly 

re d uc e  its imp o rt ta riffs und e r the  ASEAN 

Fre e  Tra d e  Ag re e me nt (AFTA). 
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Figure  31: While  remaining strong, domestic  

c ollec tion appears to have  stagnanted as a  

perc entage  of GDP. 

So urc e : the  Cambo dian autho ritie s  
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Figure  32: GDCE and GDT c ontinue  to be  main 

revenue  c ollec ting agenc ies with c ombined 

c ollec tion ac c ounting for 80 perc ent of total 

c ollec tion. (Pe rc e nt o f to ta l)

So ruc e : the  Ca mb o dia n a utho ritie s a nd  Ba nk sta ff e stima te s
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Figure  33: Wages are  rising but c apital investment is 
shrinking below the  level required by 2014-18 NSDP. 
(Pe rc e nt o f GDP)

So urc e : the  Cambo dian autho ritie s
No te : e  = e stimate s; b  = budg e t

The  p ub lic  se c to r wa g e  b ill is e stima te d  to  

ha ve  rise n to  7.4 p e rc e nt o f G DP in 2016, 

up  fro m just o ve r 4 p e rc e nt o f G DP in 2011, 

whe re a s d uring  the  sa me  p e rio d  p ub lic  

c a p ita l inve stme nt e xp e nd iture  shra nk 

to  7.1 p e rc e nt o f G DP,20 d o wn fro m 10.8 

p e rc e nt o f G DP.  Altho ug h rising  c o lle c tio n 

ha s a llo we d  a n e xp a nsio n o f p ub lic  se c to r 

wa g e s, the  ste a d y d e c line  o f c a p ita l 

sp e nd ing  in re c e nt ye a rs d o e s no t b o d e  

we ll fo r imp ro ving  c o mp e titive ne ss a nd   

susta ining  hig h le ve ls o f e c o no mic  g ro wth. 

20  Table 5.1 Capital investment required to achieve GDP growth targets and potential sources of financing for the needed investment: 2014-18, 
NSDP (2014-18), Ro ya l G o ve rnme nt o f Ca mb o d ia . 

b ) Pub lic  e xpe nditure s

Fisc a l e xp a nsio n sta rte d  in 2016, a fte r se ve r-

al years of fiscal consolidation (Figure 33). In 

2016, p ub lic  o utla ys a re  e stima te d  to  ha ve  

rise n to  21.5 p e rc e nt o f G DP, c o mp a re d  with 

20.5 p e rc e nt o f G DP in 2015. This e xp a nsio n 

wa s la rg e ly b o o ste d  b y the  rising  p ub lic  se c -

to r wa g e  b ill, with the  minimum c ivil se rva nts’  

wa g e  ta rg e te d  to  re a c h a t le a st CR 1 millio n 

(e q uiva le nt to  a b o ut US$250) a  mo nth b y 

2018. Me a nwhile , to ta l c a p ita l inve stme nt 

e xp e nd iture  is o n a  d o wnwa rd  tre nd , a s a  

re sult o f the  g ra d ua l d e c line  in the  d e ve l-

o p me nt p a rtne r-fund e d  c o mp o ne nt a s a   

p e rc e nta g e  o f G DP. 

This d e c lining  tre nd  is ma inly e xp la ine d  b y 

the  re d uc tio n in d e ve lo p me nt p a rtne r-

financed capital investment. An inc re a se  in 

p ub lic  infra struc ture  inve stme nt is ne e d e d  

to  p ro mo te  o utp ut b o th in the  sho rt te rm, b y 

b o o sting  a g g re g a te  d e ma nd , a nd  a lso  in the  

lo ng e r te rm, b y e xp a nd ing  the  p ro d uc tive   

c a p a c ity o f a n e c o no my with a  hig he r  

infra struc ture  sto c k. 

The  Na tio na l Stra te g ic  De ve lo p me nt Pla n 

2014-18 (NSDP) ta rg e ts c a p ita l inve stme nt 

e xp e nd iture  o f a ro und  7.6 p e rc e nt o f G DP 

to  a c hie ve  a  G DP g ro wth ta rg e t o f a b o ut 

7 p e rc e nt. Ho we ve r, a c tua l inve stme nt  

e xp e nd iture  shra nk to  7.1 p e rc e nt o f G DP in 

2016 (Ta b le  1). In the  c o nte xt o f a  d e c lining  

d e ve lo p me nt p a rtne r-fund e d  c a p ita l 

b ud g e t, whic h is no t a ntic ip a te d  b y the  

NSDP, scaling up government-financed 
c a p ita l sp e nd ing  to  b o o st p ro d uc tive  p ro -

g ro wth a nd  p ro -p o o r inve stme nts, e sp e c ia lly  

in p hysic a l infra struc ture , is ne e d e d . 

Ho we ve r, e nha nc ing  the  le g a l fra me wo rk fo r 

Pub lic  Inve stme nt Ma na g e me nt (PIM) a nd  

c a p a c ity b uild ing  a t c o re  a nd  line  ministrie s 

would be needed first, as a prerequisite 
for improving investment efficiency. For 
mo re  d e ta ils o n PIM, se e  the  se le c te d  issue  

se c tio n o n “ Inve sting  in Pub lic  Infra struc ture  

a nd  Se rvic e s” . 

c ) Fisc a l b a la nc e

While helping to propel growth, fiscal 
e xp a nsio n ha s re sulte d  in a  wid e ning  o f the  

overall fiscal deficit. Ho we ve r, susta ine d  ro b ust 

collection has helped to contain the deficit. 
In 2016, the overall fiscal deficit (including 
g ra nts) is e stima te d  to  ha ve  wid e ne d  to  
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Ta b le  1: Pub lic  c a p ita l inve stme nt e xp e nd iture  
is tre nd ing  d o wnwa rd s a nd  b e lo w the  NSDP 
re q uire d  le ve l. (Pe rc e nt o f G DP)

2014 2015 2016e 2017b 2018f

NSDP           

7.5 

           

7.4 

           

7.6 

           

7.6 

           

7.3 

Do me stic      

1.8 

             

1.8 

             

1.9 

             

1.9 

             

1.7 

Exte rna l              

5.7 

             

5.6 

             

5.7 

             

5.7 

             

5.6 

Ac tua l              

8.2 

             

7.8 

             

7.1 

             

7.2 

             

7.0 

Do me stic            

1.9 

          

2.6 

            

2.4 

             

2.4 

             

2.4 

Exte rna l              

6.3 

             

5.2 

             

4.7 

             

4.8 

             

4.6 

So urc e : 2014-18 NSDP a nd  Wo rld  Ba nk sta ff e stima te s a nd   

p ro je c tio n

No te : e  = e stima te s; b  = b ud g e t; f = fo re c a st

1.4 p e rc e nt o f G DP, c o mp a re d  with the   

fiscal balance registered in 2015 (Figure 34).  
Excluding grants, the fiscal deficit rose to 3.0 
p e rc e nt o f G DP in 2016, c o mp a re d  with 1.8 

p e rc e nt o f G DP in 2015. 

Ca mb o d ia ’ s d e b t d istre ss ra ting  in the  la te st 

Wo rld  Ba nk/ IMF De b t Susta ina b ility Ana lysis 

c o nd uc te d  in 2016 re ma ine d  lo w, la rg e ly 

und e rp inne d  b y the  o ve rrid ing  p rinc ip le  o f 

b o rro wing  o nly o n c o nc e ssio na l te rms. 

d) 2017 Budg e t

The  2017 b ud g e t se e s furthe r e xp a nsio n in 

p ub lic  o utla ys, d rive n o nc e  a g a in b y the   

rising  p ub lic  se c to r wa g e  b ill. The  b ud g e te d  

re ve nue  a p p e a rs b e lo w la st ye a r’ s e stima te d  

c o lle c tio n, re sulting  in a  wid e ning  o f the  

overall fiscal deficit to 2.3 percent of GDP. 
Bud g e te d  p ub lic  o utla ys fo r 2017 a c c o unt 

fo r 21.7 p e rc e nt o f G DP, c o mp a re d  with the  

e stima te d  o utla ys o f 21.4 p e rc e nt o f G DP in 

2016, a s the  p ub lic  se c to r wa g e  b ill inc re a se s 

furthe r to  7.6 p e rc e nt o f G DP, up  fro m 7.4 

p e rc e nt o f G DP in 2016 (Ta b le  2). As a  re sult, 

the  no n-wa g e  c o mp o ne nt c o ntinue s to  

b e  c o mp re sse d , d e c lining  to  6.9 p e rc e nt 

o f G DP in the  2017 b ud g e t, d o wn fro m 7.1 

p e rc e nt o f G DP in 2015. 

With a  slig ht re d uc tio n in d o me stic  re ve nue  

budgeted, the overall fiscal deficit (including 
g ra nts) is the re fo re  wid e r b y 0.9 p e rc e nt o f 

G DP, e xp a nd ing  to  2.3 p e rc e nt in the  2017 

b ud g e t, from an estimated overall deficit of 
1.4 p e rc e nt o f G DP in 2016. Exc lud ing  g ra nts, 

the budgeted deficit for 2017 reaches 3.5 
p e rc e nt o f G DP, c o mp a re d  with 3.0 p e rc e nt 

o f G DP in 2016.
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Figure  34: Sustaine d strong c olle c tion has re sulte d 

in a  re duc tion in fisc al de fic its. (Pe rc e nt o f GDP)

So urc e : the  Cambo dian autho ritie s and Wo rld Bank staff e stimate s 

Ta b le  2: 2017 b ud g e t ve rsus 2016 e stima te s 
(Pe rc e nt o f G DP)

G e ne ra l G o ve rnme nt 

Op e ra tio ns

2016e 2017b

Do me stic  re ve nue 18.4 18.2

To ta l e xp e nd iture s 21.4 21.7

o / w wa g e 7.4 7.6

no n-wa g e 7.1 6.9

Ca p ita l 7.2 7.2

Overall deficit -1.4 -2.3

So urc e :  The  Ca mb o d ia n a utho ritie s a nd  Ba nk sta ff e stima te s

e  = e stima te s a nd  b  = b ud g e t
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C. OUTLOOK AND RISKS

G ro wth is p ro je c te d  to  re ma in 

ro b ust, a t 6.9 p e rc e nt b o th this 

ye a r a nd  ne xt, b ut is e xp e c te d  

to  d e c e le ra te  slig htly to  6.7 

p e rc e nt in 2019 (Ta b le  3). While  

g ro wth is p a rtly b uo ye d  b y rising  

g o ve rnme nt sp e nd ing , so me  

sig ns o f mo d e ra tio n, in p a rtic ula r 

in the  c o nstruc tio n se c to r, a re  

no w sta rting  to  e me rg e . The  

slig ht e a sing  in p e rfo rma nc e  o f  

the  g a rme nt se c to r is e xpe c te d   

to  b e  o ffse t b y a  g ra d ua l  

e xp a nsio n o f the  a g ric ulture  

se c to r (tha nks to  re c e nt e ffo rts 

to  re vita lize  the  se c to r) a nd  

o the r ma nufa c turing , suc h a s 

fo o d stuffs, b e ve ra g e s a nd  a g ro -

p ro c e ssing . The  to urism se c to r 

ma y a lso  re c o ve r g ra d ua lly in p a rt 

d ue  to  ne wly e sta b lishe d  d ire c t 

flights and a number of initiatives 
a nd  p ro mo tio na l e ffo rts to   

2015 2016e 2017p 2018 f 2019 f

Re a l G DP g ro wth, a t  

c o nsta nt ma rke t p ric e s

7.0 6.9 6.9 6.9 6.7

Re a l G DP g ro wth, a t  

c o nsta nt fa c to r p ric e s

6.9 6.8 6.8 6.8 6.6

Ag ric ulture 0.2 1.2 1 0.8 0.7

Ind ustry 11.7 10.4 9.8 8.9 8.8

Se rvic e s 7.1 6.8 7.1 8 7.2

Pub lic  Se c to r (% o f G DP)      

G e ne ra l g o ve rnme nt 

d o me stic  re ve nue s

18.7 18.4 18.2 17.7 17.1

G e ne ra l g o ve rnme nt 

e xp e nd iture s 

20.5 21.4 23.3 22.5 21.6

Fisc a l b a la nc e  inc lud ing  

g ra nts

-1.8 0.0 -1.4 -3.5 -3.4

Inflation (period average) 1.3 3.5 3.7 4.2 5.2

Curre nt Ac c o unt Ba la nc e  

(% o f G DP)

-9.7 -10.6 -9.5 -9.2 -8.9

FDI (% o f G DP) 9.1 10.2 9.4 7.7 6.5

Exte rna l d e b t (% o f G DP) 32.1 32.9 33.5 33.8 33.6

So urc e s: The  Ca mb o d ia n a utho ritie s, the  Wo rld  Ba nk a nd  IMF 

No te : e  = e stima te s; p =p ro je c tio n; f = fo re c a st

Ta ble  3:  Se le c te d  e c o no mic  ind ic a to rs, p ro je c tio ns fo r 2017-19

d ive rsify to urism a ttra c tio n b e yo nd  fro m the  Ang ko r  

c o mp le x to  b o o st to urist a rriva ls.
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The  o utlo o k fo r g ro wth re ma ins fa vo ra b le  in 

the  me d ium te rm, la rg e ly und e rp inne d  b y 

export diversification. Ho we ve r, a s d isc usse d  

in the  se le c te d  issue  se c tio n b e lo w, b o o sting  

p ro d uc tive  inve stme nts, e sp e c ia lly in 

p hysic a l infra struc ture , und e rp inning  p ro -

g ro wth a nd  p ro -p o o r c o mmitme nts und e r 

the  2014-18 NSDP, while  a lso  e nha nc ing  

spending efficiency, will be crucial, given 
tha t ina d e q ua te  infra struc ture  ha s lo ng  b e e n 

o ne  o f Ca mb o d ia ’ s ke y c o nstra ints a nd  is 

se e n a s a  ma jo r b o ttle ne c k. Imp ro ving  la b o r 

p ro d uc tivity, a s we ll a s the  p e rfo rma nc e  o f 

the  p ub lic  se c to r, will b e  fund a me nta l fo r 

Ca mb o d ia  to  re ma in c o mp e titive , g ive n 

rising  c o mp e titio n fro m o the r lo w-wa g e  

g a rme nt e xp o rting  c o untrie s. 

Ca mb o d ia ’ s e xte rna l p o sitio n is e xp e c te d  to  

be sustained, with rising FDI inflows, depressed 
o il p ric e s, a nd  slo we r imp o rts in the  sho rt 

te rm.  Ad justme nts in the  c o nstruc tio n se c to r 

after the post-global financial crisis boom 
will e a se  imp o rts in the  sho rt te rm, a s the  

c o mp le tio n p ha se  o f ma ny mo d e rn hig h-

rise  re sid e ntia l a nd  c o mme rc ia l c o nstruc tio n 

p ro je c ts is ne a ring . G ra d ua l p ro g re ss in 

p ro mo ting  d o me stic  p ro d uc tio n will a lso  

he lp  to  sub stitute  imp o rts in the  me d ium 

te rm.  

The expansionary fiscal policy will likely 
c o ntinue  a t le a st until 2018, a s a  rising  

p ub lic  se c to r wa g e  b ill, e le c tio n-re la te d  

e xp e nd iture s, a nd  the  ne e d  to  b o o st p ub lic  

inve stme nt, a re  like ly to  ke e p  p ub lic  o utla ys 

o n the  rise . In c o ntra st, with the  a d justme nts 

o f the  c o nstruc tio n a nd  re a l e sta te  se c to r 

re sulting  in so fte r d e ma nd  fo r d o me stic  

c o nsump tio n a nd  imp o rts, the  ro b ust 

re ve nue  g a ins tha t Ca mb o d ia  e xp e rie nc e d  

until re c e ntly ma y slo wly d iminish. This is 

like ly to  o c c ur unle ss ta x p o lic y me a sure s 

a re  intro d uc e d  to  e xp a nd  the  ta x b a se  a nd  

furthe r stre ng the n re ve nue  a d ministra tio n in 

the  sho rt a nd  me d ium te rm.

The  rura l no n-fa rm e c o no my c o uld  b e  a  

significant contributor to poverty reduction 
a nd  sha re d  p ro sp e rity in Ca mb o d ia  in 

the  ye a rs to  c o me . Ca mb o d ia  is simila r to  

Vietnam, where livelihood diversification 
in rura l a re a s ha s a lre a d y c o ntrib ute d  

significantly to poverty reduction and shared 
p ro sp e rity, a nd  no n-wa g e  a g ric ulture  

inc o me  c o nstitute d  a b o ut 36 p e rc e nt o f 

inc o me s fo r the  b o tto m 40 p e rc e nt in 2015.  

Do wnsid e  risks to  this o utlo o k inc lud e  the  

fa llo ut fro m furthe r rise s in US inte re st ra te s, 

a  slo wd o wn in the  e c o no mic  re c o ve ry 

in Euro p e , a nd  unc e rta intie s o ve r g lo b a l 

tra d e . Do me stic a lly, p o te ntia l e le c tio n-

re la te d  unc e rta inty ma y o c c ur d uring  

a nd  a fte r the  g e ne ra l e le c tio n, whic h 

is sc he d ule d  to  b e  he ld  in mid -2018. US 

mo ne ta ry p o lic y tig hte ning  is e xp e c te d  to  

re sult in the  US d o lla r a p p re c ia ting  vis-à -vis 

the  Euro  a nd  o the r c urre nc ie s, whic h wo uld  

ma ke  Ca mb o d ia ’ s e xp o rts a nd  to urism 

re la tive ly mo re  e xp e nsive  fo r the  re st o f 

the  wo rld , a nd  the re fo re  le ss c o mp e titive . 

Co ntinue d  inte re st ra te  hike s in the  US ma y 

weaken prospects of further capital inflows 
to  Ca mb o d ia . Any d isrup tio n in g lo b a l 

trade flows will have substantial negative 
imp a c ts o n Ca mb o d ia , g ive n its hig h le ve l 

o f d e p e nd e nc e  o n e xp o rts, p a rtic ula rly 

g a rme nts a nd  fo o twe a r, a s o ne  o f ma in 

d rive rs o f e c o no mic  g ro wth.
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D. KEY MESSAGES AND POLICY OPTIONS

Sta ying  c o mp e titive  b y e nha nc ing  la b o r 

p ro d uc tivity will b e  ke y in c o mp e nsa ting  fo r 

ra p id ly rising  re a l wa g e s. A to p  p rio rity will b e  

to  imp ro ve  the  q ua lity o f b a sic  e d uc a tio n 

a nd  p ro mo te  vo c a tio na l a nd  te c hnic a l 

skills, while  re d uc ing  e ne rg y c o sts to  

a ttra c t a nd  c o mp e te  in hig h va lue -a d d e d  

a nd  mo re  so p histic a te d  ma nufa c turing . 

Inve sting  no w in furthe r imp ro ve me nts in 

le a rning  o utc o me s, c o up le d  with inc re a se d  

se c o nd a ry sc ho o l a tta inme nt, will b e  

essential for future success for diversification 
o f the  ind ustry se c to r.

 

Pub lic  a d ministra tio n re fo rms to  b ring  a b o ut 

a n imp ro ve me nt in p ub lic  se rvic e  d e live ry 

will b e  imp o rta nt, e sp e c ia lly a fte r the  

re c e nt b o o st in c ivil se rva nts’  wa g e s. G ive n 

tha t the  p ub lic  se c to r is a  ma jo r se rvic e  

p ro vid e r a nd  fa c ilita to r, it is c ruc ia l to  link the  

public sector’s significant wage boost with 

imp ro ve me nts in se rvic e  d e live ry. Ra ising  

p ub lic  se c to r p ro d uc tivity und e rp ins p riva te  

se c to r d e ve lo p me nt a s it he lp s to  p ro mo te  

inve stme nt a nd  fa c ilita te  tra d e  to  d rive  

g ro wth a nd  re d uc e  p o ve rty. 

In the  c o nte xt o f a  d e c lining  d e ve lo p me nt 

p a rtne r-fund e d  c a p ita l b ud g e t, Ca mb o d ia  

will ne e d  to  e nha nc e  Pub lic  Inve stme nt 

Ma na g e me nt (PIM) to  sc a le  up  g o ve rnme nt-

financed capital spending. Pro -g ro wth a nd  

p ro -p o o r inve stme nts, e sp e c ia lly in p hysic a l 

infrastructure, could benefit from additional 
a llo c a tio ns in o rd e r to  c o mp e nsa te  fo r the  

re d uc tio n in d e ve lo p me nt p a rtne r-fund e d  

b ud g e t. Ho we ve r, e nha nc ing  the  le g a l 

fra me wo rk fo r PIM a nd  c a p a c ity b uild ing  a t 

core and line ministries will be needed first, 
a s a  p re re q uisite  fo r imp ro ving  inve stme nt 

efficiency. For more details on PIM, see the 
se le c te d  issue  se c tio n o n “ Inve sting  in Pub lic  

Infra struc ture  a nd  Se rvic e s” . 
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A re c e nt a sse ssme nt c a lls fo r imp ro ving  

all stages of PIM—project pre-appraisal, 
a p p ra isa l, p ro je c t p rio ritiza tio n, a nd  

b ud g e ting  sup p o rte d  b y up stre a m 

d e c isio n-ma king . It is imp o rta nt to  e sta b lish 

sta nd a rd ize d  g uid e line s a nd  e ffe c tive  

c o st c o ntro ls in d o wnstre a m p ro je c t 

imp le me nta tio n, while  up g ra d ing  the  

c a p a c ity o f ministrie s a nd  a g e nc ie s to  

prepare and assess effective and efficient 
inve stme nt p ro je c ts c o nne c te d  with the ir 

stra te g ic  p rio ritie s in the  Bud g e t Stra te g ic  

Pla n (BSP) a nd  Me d ium-Te rm Exp e nd iture  

Fra me wo rk (MTEF). 

Furthe r a tte ntio n to  imp ro ving  c o nsume rs’  

financial literacy, in particular for the 
p o o rly e d uc a te d  p o rtio n o f the  p o p ula tio n, 

sho uld  b e  a  p rio rity. In a d d itio n, to  a vo id  

unsusta ina b le  o ve r-ind e b te d ne ss, limita tio ns 

o n c o nsume r le nd ing  re la tive  to  p o rtfo lio  

size  ma y b e  wa rra nte d , in o rd e r to  re in in 

p o ssib le  o ve rhe a ting  in the  c o nsume r c re d it 

ma rke t. It is like ly tha t the  ne wly intro d uc e d  

le nd ing  ra te  c a p  he lp s to  re d uc e  b o rro wing  

costs, beneficial for productive purposes, 
in p a rtic ula r fo r p o o r fa rme rs a nd  sma ll 

b usine sse s. Ho we ve r, it ma y a lso  c urta il 

access to finance in under-served areas. 
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E. SELECTED ISSUE: INVESTING IN PUBLIC  
     INFRASTRUCTURE AND SERVICES

MOTIVATION 

Inve sting  in ke y p ub lic  g o o d s a nd  se rvic e s 

suc h a s infra struc ture , he a lth a nd  e d uc a tio n 

is fund a me nta l fo r e c o no mic  g ro wth. 

Inve sting  in infra struc ture  is ne c e ssa ry fo r 

a ny e c o no my to  func tio n e ffe c tive ly. An 

increase in public infrastructure spending—
physical capital spending—affects output  
b o th in the  sho rt te rm, b y b o o sting  a g g re g a te   

d e ma nd , a nd  in the  lo ng  te rm, b y e xp a nd ing   

the  p ro d uc tive  c a p a c ity o f the  e c o no my 

a nd  its c o mp e titive ne ss. Inve sting  in p ub lic  

he a lth (inc lud ing  p re ve ntio n) c a n b e  

c o st-e ffe c tive  a nd  g ive  hig he r re turns o n  

human health and services financing.21 

Fund ing  e d uc a tio n b uild s huma n c a p ita l, 

contributing to long-term economic benefits 

b y p ro vid ing  a  b e tte r-tra ine d  la b o r fo rc e . 

Thro ug h the  p ro visio n o f b o th so c ia l a nd  

e c o no mic  infra struc ture , p ub lic  e xp e nd iture  

in the  ke y se c to rs c a n se rve  a s a n imp o rta nt 

c a ta lyst fo r e c o no mic  g ro wth.22

To ensure value for money, efficient public 
sp e nd ing  is ke y, a nd  the  c ha lle ng e  is 

p a rtic ula rly d a unting  whe n it c o me s to  

ensuring efficient public capital investment. 
Ca p ita l sp e nd ing  is o fte n a  lo ng -te rm p ub lic  

inve stme nt to  b uild  p hysic a l infra struc ture  

suc h a s ro a d s a nd  b rid g e s. It is the re fo re  

e sse ntia l to  se le c t the  mo st via b le  p ro je c ts 

that maximize social and economic benefits. 
No t o nly up fro nt c a p ita l inve stme nt c o sts, b ut 

a lso  o p e ra tio ns a nd  ma inte na nc e  fund ing  

is ve ry imp o rta nt. Bo rro wing  fo r p hysic a l 

21   The case for investing in public health, World Health Organization 2014. For more details, see http://www.euro.who.int/__data/assets/pdf_file/0009/278073/ 
 Ca se -Inve sting -Pub lic -He a lth.p d f 

 22  Why Pub lic  Inve stme nt Ma tte rs, IMF. Fo r mo re  d e ta ils, se e  http :/ / www.imf.o rg / e xte rna l/ np / fa d / p ub lic inve stme nt/
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infra struc ture  p ro je c ts witho ut p ro p e rly 

a sse ssing  e c o no mic  a nd  te c hnic a l fe a sib ility 

is like ly to  re sult in sub p a r o utc o me s (e .g ., a  

ro a d  o f p o o r q ua lity tha t ra p id ly d e te rio ra te s 

under heavy truck traffic). Improvements in 
p ub lic  inve stme nt ma na g e me nt (PIM) c o uld  

therefore significantly enhance the returns of 
p ub lic  inve stme nts.23 Co untrie s with stro ng e r 

PIM institutio ns ha ve  b e e n sho wn to  ha ve  

more predictable, credible, efficient, and 
p ro d uc tive  p ub lic  inve stme nts. 

PUBLIC SPENDING  TRENDS

To  imp ro ve  a c c e ss to , a nd  the  q ua lity a nd  

c o ve ra g e  o f, p ub lic  se rvic e s, Ca mb o d ia  

ha s sub sta ntia lly sc a le d  up  its d o me stic a lly 

financed (i.e., government-funded) public 
sp e nd ing  d uring  the  p a st d e c a d e , p a rtly  

o ffse tting  the  d e c line  in the  e xte rna lly  

financed (i.e., development partner-funded)  
b ud g e t. Sup p o rte d  b y c o ntinue d  ra p id ly 

inc re a sing  re ve nue  c o lle c tio n, e ffo rts ha ve  

b e e n ma d e  to  p ro mo te  d o me stic a lly  

financed spending by boosting annual 
b ud g e t a p p ro p ria tio ns fo r a  numb e r o f ke y 

se c to rs, while  a lso  a tte mp ting  to  e nha nc e  

spending efficiency through the introduction 
o f full p ro g ra m-b a se d  b ud g e ting , whic h 

p ro mo te s linka g e s b e twe e n inp uts a nd   

o utp uts, a s we ll a s b ud g e t a nd  p o lic y. 
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Figure  S1: Large  inc rease  as a  perc entage  of GDP  

in domestic ally financ ed educ ation spending. 
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Figure S2: Higher education and transport spending 

boosted by domestic  financing. (Pe rc e nt o f GDP)

As a result, domestically financed 
a p p ro p ria tio ns fo r e d uc a tio n a nd  

tra nsp o rta tio n ro se  to  2.3 p e rc e nt a nd  0.9 

p e rc e nt o f G DP in 2016, re sp e c tive ly, fro m 

1.5 p e rc e nt a nd  0.4 p e rc e nt o f G DP in 2007 

(Fig ure  S1).24  To ta l p ub lic  e xp e nd iture  o n 

e d uc a tio n a nd  tra nsp o rta tio n g re w the  

mo st, rising  to  3.3 p e rc e nt a nd  1.9 p e rc e nt 

o f G DP in 2016, re sp e c tive ly, fro m 2.6 

p e rc e nt a nd  1.6 p e rc e nt o f G DP in 2007 

(Fig ure  S2). Unlike  e d uc a tio n sp e nd ing , 

whic h wa s la rg e ly b o o ste d  b y d o me stic  

financing (government’s funding), public 
sp e nd ing  o n tra nsp o rta tio n wa s d rive n b y 

b o th d o me stic  a nd  e xte rna l (d e ve lo p me nt 

p a rtne r-fund e d ) so urc e s.

No twithsta nd ing  the  sub sta ntia l b o o sts in  

to ta l re so urc e  a llo c a tio n, the  c a p ita l b ud g e t 

re ma ins c o mp re sse d  a nd  in d e c line . The  

b o o sts in re so urc e  a llo c a tio n b y the  a utho ritie s  

d isc usse d  a b o ve  ha ve  ma inly ta ke n  

p la c e  in re c urre nt sp e nd ing  (Fig ure  S3), 

a nd  in p ub lic  se c to r wa g e s in p a rtic ula r, le a ving   

23  Making public investment more efficient, IMF, June 2015. 

24 Pub lic  sp e nd ing  o n e d uc a tio n inc lud e s Mo EYS a nd  MLVT a llo c a tio ns while  sp e nd ing  o n a g ric ulture  c o ve rs MAFF, Mo RAM, a nd  MRD a p p ro p ria tio ns.
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Figure S4: Cambodia's general government c apital 

expenditure  is dec lining and below that of its peers. 

(Pe rc e nt o f GDP)

A d e c line  in p ub lic  c a p ita l sp e nd ing  o ve r 

the past five years has been observed and 
Ca mb o d ia ’ s g e ne ra l g o ve rnme nt c a p ita l 

e xp e nd iture  is d e c lining  a nd  no w b e lo w 

tha t o f its p e e rs (Fig ure  S4). Lo o king  a t to ta l 

c a p ita l inve stme nt, whic h inc lud e s b o th 

p ub lic  a nd  p riva te  c a p ita l inve stme nt, 

25  Actual capital investment under the national account statistics is gross fixed capital formation, which remained below 22 percent of 
G DP. Fo r re q uire d  c a p ita l inve stme nt, se e  Cha p te r V, Co sts, Re so urc e s, a nd  Pro g ra ming , 2014-18 NSDP (p a g e s 202-209).

26  Following IMF Staff report on “Making Public Investment more Efficient”, this section presents some proxies for inputs (level of spending) and outputs/outcomes 
(roads, maternal mortality), in an effort of assessing efficiency. It is worth noting important data limitations in the selection of indicators. Another caveat is that 
the  p ro xie s a re  no t c o mp le te ly o r uniq ue ly a ttrib uta b le  to  sp e nd ing  le ve ls.

domestically financed physical capital  
inve stme nts la rg e ly unc ha ng e d . Fo r insta nc e ,  

domestically financed capital budget  
a llo c a tio ns fo r e d uc a tio n a nd  p ub lic   

he a lth re ma in a t le ss tha n 5 p e rc e nt o f the  

to ta ls o f the ir re sp e c tive  b ud g e ts. 

Ca mb o d ia  c o ntinue s to  und e rinve st. 

Altho ug h the  2014-18 NSDP ta rg e ts to ta l 

c a p ita l inve stme nt o f o ve r 26 p e rc e nt o f 

G DP, a c tua l to ta l c a p ita l inve stme nt ha s 

re ma ine d  b e lo w 22 p e rc e nt o f G DP. 25

SPENDING  AND ALLOCATION 
EFFICIENCY WITH REG IONAL 
COMPARISONS

Re g io na l c o mp a riso n sho ws tha t Ca mb o d ia ’ s  

o ve ra ll se c to ra l e xp e nd iture  (inc lud ing   

externally financed budget) on education,  
he a lth, a g ric ulture  a nd  tra nsp o rta tio n,  

re ma ins b ro a d ly c o mp a ra b le  with tho se  

in o the r c o untrie s in the  re g io n (Ta b le  S1).  

During  the  p a st d e c a d e , the  la rg e st 

se c to ra l sp e nd ing  b o o sts, inc re a sing  b y 0.8 

p e rc e nt a nd  0.7 p e rc e nt o f G DP, we re  fo r 

tra nsp o rta tio n a nd  e d uc a tio n, re sp e c tive ly. In  

c o ntra st, p ub lic  he a lth sp e nd ing  d e c line d  

b y 0.7 p e rc e nt o f G DP. 

Asse ssing  a  numb e r o f ind ic a to rs sho ws tha t 

Cambodia’s public spending efficiency 
a p p e a rs mixe d .26  Ho we ve r, using  just a  

fe w ind ic a to rs to  e va lua te  o ve ra ll se c to ra l 

public spending efficiency appears 
insufficient. This is largely because of the 
limite d  numb e r o f ind ic a to rs a va ila b le , a nd  

the fact that they can often be influenced 
b y ma ny fa c to rs b e yo nd  simp ly a llo c a tio n 

efficiency. For instance, reducing the 
stunting  ra te  in c hild re n und e r 5 d e p e nd s 

no t o nly o n p ub ic  a c c e ss to  he a lth se rvic e s 

b ut a lso  o n nutritio n. Like wise , re turns o n 

c a p ita l sp e nd ing  d o  no t o nly d e p e nd  o n 

initia l p hysic a l c a p ita l inve stme nt la rg e ly 
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Ta b le  S1: Se c to ra l sp e nd ing  - re g io na l  
c o mp a riso ns 

% o f G DP Ed uc a tio n He a lth* Ag ric ulture Tra nsp o rt

                 2016 o r la te st ava ilab le  ye ars

Ca mb o d ia           3.3        2.0           2.0           1.9 

Philip p ine s           3.4        1.6           1.0           2.6 

Sing a p o re           3.0 2.1           0.0           0.9 

Tha ila nd           3.8        5.6           1.6           1.4 

Ma la ysia           5.0        2.3           0.7           1.3 

Ko re a , Re p            3.4        4.0           0.8           1.2 

Ba ng la d e sh          2.0        0.8           1.3           1.1 

          2007

Ca mb o d ia           2.5        2.7           1.8           1.2 

Philip p ine s           2.4        1.4           1.0           1.8 

Sing a p o re           3.9        1.0           0.1           2.3 

Tha ila nd           3.7        4.6           1.0           0.6 

Ma la ysia           5.5        2.0           0.9           2.0 

Ko re a , Re p            2.9        3.3           1.0           1.6 

Ba ng la d e sh           1.8        1.0           0.6           0.5 

            Inc re ase  o r de c re ase

Ca mb o d ia  0.7 -0.7 0.1 0.8

Philip p ine s 1.0 0.2 0.0 0.7

Sing a p o re  -0.9 1.1 -0.1 -1.4

Tha ila nd 0.2 1.0 0.6 0.8

Ma la ysia  -0.6 0.3 -0.2 -0.7

Ko re a , Re p  0.5 0.7 -0.2 -0.4

Ba ng la d e sh 0.2 -0.2 0.7 0.6

So urc e : Asia n De ve lo p me nt Ba nk a nd  the  Ca mb o d ia n a utho ri-

tie s. * Wo rld  De ve lo p me nt Ind ic a to r
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Figure  S5: Net enrolment rate  (adjusted), primary (%)
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Figure  S6: Net enrolment rate  (adjusted), lower 

sec ondary (%)

financed by development partners but also 
o n o p e ra tio ns a nd  ma inte na nc e  fund e d  b y 

the domestically financed budget.

• Ca mb o d ia ’ s ne t e nro lme nt ra te  

fo r p rima ry e d uc a tio n is b ro a d ly 

c o mp a ra b le  with tho se  o f ma ny re g io na l 

c o untrie s a nd  b e tte r tha n the  a ve ra g e  

p e rfo rma nc e  o f the  le a st d e ve lo p e d  

a nd  lo we r mid d le -inc o me  c o untrie s 

(Fig ure  S5). Ho we ve r, Ca mb o d ia ’ s ne t 

• De sp ite  b e ing  a mo ng  the  hig he st p ub lic   

he a lth sp e nd e rs in the  re g io n, 

Ca mb o d ia  ha s b e e n le ss suc c e ssful tha n  

Vie tna m a nd  Mo ng o lia  in re d uc ing  

stunting  a nd  the  mo rta lity ra te  o f 

c hild re n und e r 5 ye a rs o f a g e , a ltho ug h 

it d o e s no ne the le ss p e rfo rm b e tte r tha n a  

numb e r o f c o untrie s, inc lud ing  La o  PDR, 

Ind o ne sia  a nd  the  Philip p ine s (Fig ure s S7 

a nd  S8).

e nro lme nt ra te  fo r lo we r se c o nd a ry 

sc ho o l, while  imp ro ve d  d uring  the  p e rio d  

2007-14, remains significantly b e lo w its 

re g io na l p e e rs (Fig ure  S6).
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• De sp ite  re la tive ly la rg e  p ub lic  inve stme nts 

in tra nsp o rta tio n, Ca mb o d ia  ha s o nly 

b e e n a b le  to  ma ke  limite d  p ro g re ss in 

imp ro ving  the  p e rc e nta g e  o f p a ve d  

ro a d s in to ta l ro a d s (Fig ure  S9). Simila rly, 

the  re la tive  sc o re  fo r Ca mb o d ia ’ s 

ro a d  q ua lity, ra nke d  b y the  G lo b a l 

Co mp e titive ne ss Ind e x, d e c line d  to  

3.4 in 2016, fro m 3.8 in 2010.27  While  

Ca mb o d ia  ha s p e rfo rme d  re la tive ly we ll 

in imp ro ving  its lo g istic s p e rfo rma nc e  

index (LPI) ranking, reflected in an 
inc re a se  in Ca mb o d ia ’ s LPI sc o re  

d uring  the  p e rio d  2010-16. This is a  re sult 

o f its suc c e ss in imp le me nting  b a sic   

27  G lo b a l Co mp e titive ne ss ind e x re p o rts, 2010-11 a nd  2016-17.
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Figure  S7: Stunting  in c hildre n age d unde r 5 
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Figure  S10: Cost to e xport (US$ pe r c o nta ine r)
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Figure  S8: Mortality rate , under 5 (per 1,000 live  births)

b o rd e r ma na g e me nt re fo rms, a ltho ug h 

the  c o untry ha s no t b e e n suc c e ssful in 

re d uc ing  its c o st to  e xp o rt, re nd e ring  the  

c o untry le ss c o mp e titive . Ca mb o d ia ’ s c o st 

to  e xp o rt p e r c o nta ine r re ma ine d  re la tive ly 

unc ha ng e d  b e twe e n 2005 a nd  2014  

(Fig ure  S10). 
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PUBLIC INVESTMENT  
MANAG EMENT (PIM)

a ) Ro le s o f c a p ita l inve stme nt

While  the re  is e vide nc e  tha t c a pita l spe nding   

b o o sts g ro wth mo re  tha n re c urre nt sp e nd ing ,  

the fiscal multiplier effect of capital spending  
ma y no t b e  a s la rg e  a s e xp e c te d  if the re  a re   

le a ka g e s. IIzetzki et al. (2011) find that, in 
d e ve lo p ing  c o untrie s, the  multip lie r e ffe c t 

of government investment is significantly  
hig he r tha n tha t o f g o ve rnme nt c o nsumptio n  

o ve r a  two -ye a r time  ho rizo n. 28 This sug g e sts  

tha t c a p ita l e xp e nd iture  is a  c ruc ia l fa c to r  

in d riving  g ro wth in d e ve lo p ing  c o untrie s. 

However, the fiscal multiplier effect of capital  
sp e nd ing  ma y no t b e  a s la rg e  a s 

e xp e c te d  if the re  a re  le a ka g e s. Wa ste  

due to inefficiencies in some developing 
e c o no mie s is e stima te d  to  b e  a s hig h a s 50 o r 

60 percent of the funds invested—levels that 
would severely hamper any fiscal stimulus 
e ffo rts (Rie ra -Cric hto n e t a l., 2014). The   

positive stimulus from fiscal policy is far larger  
in d e ve lo p e d  ind ustria l c o untrie s tha n in 

d e ve lo p ing  e c o no mie s, a nd  this c a n b e   

e xp la ine d  b y the  fa c t tha t d e ve lo p e d   

economies are often more efficient in  
a llo c a ting  a nd  e xe c uting  sp e nd ing . 

Fo r Ca mb o d ia , d e c lining  inve stme nt 

wo uld  ha ve  imp o rta nt imp lic a tio ns 

fo r its c o mp e titive ne ss, a s ina d e q ua te  

infra struc ture  ha s lo ng  b e e n o ne  o f 

Ca mb o d ia ’ s ke y c o nstra ints a nd  is se e n 

a s a  ma jo r b o ttle ne c k.29  The  re c e nt b o o st 

in p ub lic  sp e nd ing  b y the  g o ve rnme nt 

a p p e a rs b ia se d  to wa rd s ra ising  p ub lic  

sector wages, while domestically financed 
c a p ita l e xp e nd iture  ha s re ma ine d  mo d e st, 

28  IMF wo rking  p a p e r (2011), Ho w Big  (Sma ll? ) Are  Fisc a l Multip lie rs?  http s:/ / www.imf.o rg / e xte rna l/ p ub s/ ft/ wp / 2011/ wp 1152.p d f

29  Ke y c o nstra ints Ca mb o d ia  fa c e s inc lud e  hig h e ne rg y c o sts, infra struc ture  b o ttle ne c ks, a nd  re g ula to ry imp e d ime nts to  d o ing  b usine ss 

(Do ing  Busine ss 2016, Wo rld  Ba nk).

30 Wo rld  Ba nk Ca mb o d ia  PIM Asse ssme nt, 2017.                                   

a t a ro und  2.0 to  2.5 p e rc e nt o f G DP in the  

p e rio d  2009-16. The re fo re , g o ing  fo rwa rd , 

Ca mb o d ia  wo uld  ne e d  to  p re p a re  to  sc a le  

up government-financed investment and it is 
the re fo re  c ruc ia l fo r Ca mb o d ia  to  e nha nc e  

the efficiency and effectiveness of public 
inve stme nt ma na g e me nt (PIM). In 2011, a n 

index of public investment efficiency ranked 
Ca mb o d ia  a mo ng  the  b o tto m 40 p e rc e nt 

o f d e ve lo p ing  e c o no mie s, ma inly d ue  to  

we a kne sse s in inve stme nt p ro je c t se le c tio n 

a nd  a p p ra isa l (Da b la -No rris e t a l., 2011). 

b ) Ca mb o d ia ’ s c urre nt PIM p ra c tic e s 

A re c e nt a sse ssme nt fo und  tha t the  e xisting  

le g a l a nd  re g ula to ry fra me wo rk fo r PIM is 

o nly ve ry lo o se ly g o ve rne d  b y a  d ive rse  se t 

o f b ud g e t a nd  inve stme nt la ws, a nd  o the r  

g o ve rnme nt re g ula tio ns.30  While  the re  is 

so me  re le va nt le g isla tio n, suc h a s the  Annua l 

Bud g e t La w, the  Pub lic  Fina nc e  Syste m La w, 

and the Procurement Law, PIM-specific 
re g ula tio n a p p e a rs to  b e  ina d e q ua te . The  

Bud g e t La w d o e s no t p ro vid e  a  d e d ic a te d  

c ha p te r o r a ny a rtic le s o n re g ula ting  

c a p ita l e xp e nd iture  a nd  PIM, while  the  

Pub lic  Fina nc e  Syste m La w ma ke s o nly o ne  

re fe re nc e  to  c a p ita l b ud g e ting  a nd  PIM 

p ro c e sse s. As a  re sult, the  d ivisio n o f ro le s 

a nd  re sp o nsib ilitie s a mo ng  ke y sta ke ho ld e rs 

is lo o se  o r, simp ly p ut, le g a lly no n-b ind ing .

Se ve ra l c ha lle ng e s a re  a p p a re nt in the  

up stre a m sta g e s o f p ro je c t p re p a ra tio n, p re -

sc re e ning , a p p ra isa l, a nd  b ud g e ting . Fo r 

domestically financed investment projects 
in p a rtic ula r, the re  a re  no  sta nd a rd ize d  

PIM. The  no n-sta nd a rd iza tio n a nd  a b se nc e  

o f a  c e ntra lly d e ve lo p e d , unifo rm se t o f 

g uid e line s, ma nua ls, a nd  te mp la te s fo r 

the  p re p a ra tio n o f p ro je c t p ro p o sa ls a nd  
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a p p ra isa ls, a nd  the  mo nito ring  o f e xe c utio n, 

ha ve  re sulte d  in va stly d iffe re nt p ra c tic e s 

a c ro ss line  ministrie s. In a d d itio n, the  

func tio n o f ind e p e nd e nt re vie w (o f p ro je c t 

d o c ume nts) ha s no t b e e n fo rma lize d ; a n 

e ffe c tive  g a te ke e p ing  ro le  fo r the  a llo c a tio n 

a nd  use  o f the  c a p ita l b ud g e t is the re fo re  

no n-e xiste nt. 

The  q ua lity o f c a p ita l b ud g e t e xe c utio n 

a nd  mo nito ring  in the  d o wnstre a m sta g e s 

ha s b e e n fo und  to  b e  ina d e q ua te , p a rtly 

d ue  to  the  la c k o f a ny c e ntra lly d e ve lo p e d  

sta nd a rd ize d  o p e ra tio n g uid e line s. This 

p ro b le m c a n b e  o b se rve d  in the  sta g e s 

o f p ro je c t imp le me nta tio n, a d justme nt, 

fa c ility o p e ra tio n, a nd  e x-p o st re vie w. While  

d e ve lo p me nt p a rtne r-fund e d  p ro je c ts fo llo w 

Sta nd a rd  Op e ra tio ns Pro c e d ure s, the re  is a  

la c k o f sta nd a rd ize d  o p e ra tio n g uid e line s 

fo r g o ve rnme nt-fund e d  inve stme nt, whic h 

re sults in a  wid e  va ria tio n o f p ra c tic e s a mo ng  

sp e nd ing  a g e nc ie s. In suc h a n e nviro nme nt, 

the re  is no  e ffe c tive  instrume nt o r to o l a t 

ha nd  to  e nsure  e ffe c tive  mo nito ring  tha t 

could help ascertain whether financing of 
public investment is being used efficiently 
a nd  a p p ro p ria te ly. As suc h, the  ne w le g a l 

p ro c ure me nt fra me wo rk wo uld  ne e d  to  b e  

complemented with secondary PIM-specific 
re g ula tio ns to  e nsure  tha t it c a n a c hie ve  

va lue  fo r mo ne y in c a p ita l p ro je c ts. 

c ) Ste p s to wa rd s imp ro ving   

Ca mb o d ia ’ s PIM 

In o rd e r to  a d d re ss the se  c ha lle ng e s 

g o ing  fo rwa rd , b ro a d  a nd  c o mp re he nsive  

re c o mme nd a tio ns fo r stra te g ic  re fo rms a re  

sug g e ste d . The se  inc lud e  institutio na l a nd  

p ro c e d ura l d e ve lo p me nts sup p le me nte d  

with the  p rio ritize d  re fo rm a c tio ns o ve r the  

sho rt to  me d ium te rm in a ll sta g e s o f PIM. 

a . G a te ke e p ing  ro le .  Intro d uc tio n o f a  

g a te ke e p ing  ro le  with the  func tio n 

o f ind e p e nd e nt re vie w in up stre a m 

d e c isio n-ma king  fo r p ro je c t p re -

a p p ra isa l, a p p ra isa l, p ro je c t p rio ritiza tio n, 

a nd  b ud g e ting .

b . Sta nd a rd ize d  g uid e line s. Esta b lishing  

sta nd a rd ize d  g uid e line s a nd  e ffe c tive  

c o st c o ntro ls in d o wnstre a m p ro je c t 

imp le me nta tio n. Inste a d  o f d e ve lo p ing  

c o mp le te ly ne w g uid e line s a nd  

p ro c e d ure s g o ve rning  PIM, a  mo re  

d e sira b le  stra te g y ma y b e  to  re vie w 

a nd  p o ssib ly a d o p t ke y p rinc ip le s o f the  

e xisting  Sta nd a rd  Op e ra ting  Pro c e d ure s 

(SOP) whe ne ve r fe a sib le . G ra d ua lly 

applying unified governing guidelines 
a nd  p ro c e d ure s fo r b o th d o me stic a lly 

financed and externally financed public 
inve stme nt g uid e line s a nd  p ro c e d ure s 

will a lso  und e rp in the  a utho ritie s’  e ffo rts 

to  a c hie ve  b ud g e t inte g ra tio n a nd  

p o lic y-b ud g e t linka g e s.

c . Ca p a c ity up g ra d e . Up g ra d ing  the  

c a p a c ity o f ministrie s a nd  a g e nc ie s 

to  p re p a re  a nd  a sse ss e ffe c tive ly 

and efficiently investment projects, 
stric tly c o nne c te d  with the ir stra te g ic  

p rio ritie s in the  Bud g e t Stra te g ic  Pla n 

(BSP) a nd  Me d ium-Te rm Exp e nd iture  

Fra me wo rk (MTEF) to  a c hie ve  the  g o a l 

o f mo ving  to wa rd s the  e sta b lishme nt 

o f e ffe c tive  linka g e s a c ro ss p o lic y, 

p la nning  a nd  b ud g e ting . In this re g a rd , 

the  furthe r stre ng the ning  o f b ud g e t 

c o mp re he nsive ne ss will a lso  le nd  

itse lf to  sup p o rting  imp ro ve d  p ub lic  

investment efficiency by fully integrating 
domestically and externally financed 
b ud g e ts.

All thre e  ma in re c o mme nd a tio ns hig hlig hte d  

a b o ve  wo uld  se rve  the  c e ntra l o b je c tive  o f 

PIM re fo rm in Ca mb o d ia  b y e sta b lishing  a  

c e ntra lize d  ind e p e nd e nt re vie w o r g a te -

ke e p ing  func tio n a t the  Ministry o f Ec o no my 

a nd  Fina nc e .
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G ive n tha t Ca mb o d ia ’ s p ub lic  sp e nd ing  o n 

ke y se c to rs is no w c o mp a ra b le  with its p e e rs, 

improving public spending efficiency is the 
ne xt imp o rta nt ste p . In a d d itio n, the  re c e nt  

efforts to promote domestically financed 
sp e nd ing  in ke y se c to rs suc h a s e d uc a tio n, 

he a lth, tra nsp o rta tio n a nd  a g ric ulture  ha ve  

b e e n b ia se d  to wa rd s inc re a sing  re c urre nt 

sp e nd ing , ma inly o n p ub lic  se c to r wa g e s. 

It is therefore necessary to ensure sufficient  
a llo c a tio ns fo r o p e ra tio ns a nd  ma inta in-

a nc e . 

Susta ine d  inve stme nt in p hysic a l c a p ita l, so  

far mainly financed by development part-
ne rs, wo uld  the re fo re  und e rp in the  c o un-

try’ s g ro wth p ro sp e c ts, a s it is fund a me nta l 

fo r ma inta ining  Ca mb o d ia ’ s c o mp e tive ne ss 

g o ing  fo rwa rd . Ina d e q ua te  infra struc ture  

ha s lo ng  b e e n o ne  o f Ca mb o d ia ’ s ke y c o n-

stra ints a nd  is se e n a s a  ma jo r b o ttle ne c k. 

G ive n its sma ll, o p e n e c o no my, Ca mb o -

d ia ’ s g ro wth p ro sp e c ts hing e  up o n its c o m-

p e titive ne ss, whic h ha s b e e n c o nstra ine d  

b y rising  wa g e s a nd  inp ut c o sts, a n a p -

p re c ia tio n o f the  US d o lla r, a nd  institutio n-

a l c a p a c ity a nd  g o ve rna nc e  c ha lle ng e s. 

Stra te g ic  re fo rms a t a ll sta g e s o f PIM a re  

ne e d e d  to  stre ng the n b o th the  up stre a m 

d e c isio n-ma king  fo r p ro je c t p re -a p p ra isa l,  

a ppra isa l, pro je c t prio ritiza tio n, a nd  b udg e ting ,  

a nd  a lso  d o wnstre a m to  e sta b lish sta nd a rd -

ize d  p ro je c t imp le me nta tio n a nd  mo nito ring  

b y p o ssib ly a d o p ting  ke y p rinc ip le s o f e xist-

ing  Sta nd a rd  Op e ra ting  Pro c e d ure s (SOP)  

whe ne ve r fe a sib le .  

To wa rd s this e nd , it will b e  ne c e ssa ry to   

c o ntinue  b uild ing  c a p a c ity to  b e  a b le  to  

prepare and assess more effective and effi-

c ie nt inve stme nt p ro je c ts, stric tly c o nne c te d  

to  the  BSP a nd  MTEF.  Suc h p ro je c ts sho uld  

fully inte g ra te  e xte rna lly a nd  d o me stic a lly 

financed budgets, in order to achieve the 
g o a l o f mo ving  to wa rd s the  e sta b lishme nt 

o f e ffe c tive  linka g e s a c ro ss p o lic y, p la nning  

a nd  b ud g e ting . In the  a b se nc e  o f the  Me -

d ium-Te rm Exp e nd iture  Fra mwo rk (MTEF), 

a d e q ua te  re so urc e s a re  no t e a rma rke d  fo r 

infra struc ture  o p e ra tio ns a nd  ma inte na nc e , 

whic h like ly le a d s to  hig he r c a p ita l e xp e nd i-

ture  in the  lo ng  te rm a nd  a lso  re sults in p o o r 

public investment efficiency. 31

CONCLUSIONS

31  G uid e line s fo r Pub lic  Exp e nd iture  Ma na g e me nt, Ba rry H. Po tte r a nd  Ja c k Dia mo nd , IMF. 
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2014 2015e 2016p 2017f 2018f 2019f

Outp ut, Do me stic  De ma nd  a nd  Pric e s

Re a l G DP (% c ha ng e  yo y) 7.1 7.0 6.9 6.9 6.9 6.7

Do me stic  de ma nd  (% c ha ng e  yo y) 10.1 8.5 9.5 10.3 10.2 10.7

Co nsume r p ric e  ind e x (a nnua l  

a vg , % c ha ng e  yo y)

1.7 1.3 3.5 3.7 4.2 5.2

Pub lic  Se c to r (% o f G DP)

G e ne ra l g o ve rnme nt d o me stic  re ve nue s 17.7 18.7 18.4 18.2 17.7 17.1

G e ne ra l g o ve rnme nt  

e xp e nd iture s 

21.6 20.5 21.4 23.3 22.5 21.6

Overall fiscal balance excluding grants -4.2 -1.8 -3.0 -5.1 -4.8 -4.5

(inc lud ing  g ra nts) -1.8 0.0 -1.4 -3.5 -3.4 -3.3

Fo re ig n Tra d e , BOP a nd  Exte rna l De b t

Tra d e  b a la nc e  (millio ns US$) -2,023.6 -2,261.8 -2,276.0 -2,451.1 -2,570.7 -2,690.1

Exp o rts o f g o o d s (millio ns US$) 7,636.0 8,280.2 9,115.2 10,044.2 10,994.9 12,026.7

   (% c ha ng e  yo y) 10.9 8.4 10.1 10.2 9.5 9.4

Ke y e xp o rt (% c ha ng e  yo y) 1/ 11.7 14.5 12.0 11.5 10.8 10.8

Imp o rts o f g o o d s (millio ns US$) 9,659.6 10,542.0 11,391.2 12,495.2 13,565.6 14,716.9

   (% c ha ng e  yo y) 8.7 9.1 8.1 9.7 8.6 8.5

Curre nt a c c o unt b a la nc e   

(millio ns US$) 2/

-1,630.5 -1,925.0 -1,911.4 -2,036.1 -2,204.8 -2,470.6

    (% G DP) -9.7 -10.6 -9.5 -9.2 -8.9 -8.9

Fo re ig n d ire c t inve stme nt  

(millio ns US$) 

1,679.9 1,668.8 2,036.0 2,078.3 1,904.2 1,795.0

Exte rna l d e b t (millio ns US$) 5,555.4 5,860.9 6,578.1 7,426.9 8,338.3 9,295.2

   (% G DP) 33.0 32.1 32.9 33.5 33.8 33.6

De b t se rvic e  ra tio  (% e xp o rts  

o f g &s)

1.2 1.5 1.6 1.9 2.1 2.3

Fo re ig n e xc ha ng e  re se rve s, g ro ss  

(millio ns US$)

4,657.9 5,672.1 6,457.0 6,980.8 7,407.7 7,810.9

  (p ro sp e c tive  mo nths o f  

imp o rts o f g &s)

-4.6 -5.2 -5.4 -5.4 -5.3 -5.1

Fina nc ia l Ma rke ts

Do me stic  c re d it (% c ha ng e  yo y) 28.4 28.6 25.8 23.2 21.5 20.2

Sho rt-te rm inte re st ra te  (% p .a .) 11.5 11.6 11.8 11.8 11.9 11.9

Exc ha ng e  ra te  (Rie l/ US$, a nnua l  

a ve ra g e ) 

4,030.0 4,025.0 4,058.0 4,062.0 4,067.0 4,075.0

       

Me mo : No mina l G DP (millio ns US$) 16,809 18,241.7 20,020.2 22,157.7 24,663.3 27,623.3

So urc e s: The  Ca mb o d ia n a utho ritie s, Wo rld  Ba nk a nd  IMF

No te : e  = e stima te s; f = fo re c a st; p  = p ro je c tio n    

1/  G a rme nt a nd  fo o twe a r e xp o rts    

2/ Excluding official transfers.    

F. CAMBODIA: KEY INDICATORS



The  Wo rld  Ba nk

Cambodia Country Office
Exc ha ng e  Sq ua re  Build ing

Flo o r 10th IBRD a nd  11th IFC  

Stre e ts 51-61 a nd  Stre e ts 102 -106

Sa ng ka t Wa t Phno m, Kha n Da un Pe nh

Phno m Pe nh, Ca mb o d ia

We b site : www.wo rld b a nk.o rg / c a mb o d ia


