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The Cambodian economy has gone through many changes in the past few years. Over the past thirty
years, Cambodia experienced many difficult changes reflecting the heroic self-sacrifice accepted by the
Cambodian people in order to protect their national territory, rebuild their country, upgrade their living
conditions and lay the groundwork for a prosperous future. With the signing of the Paris Peace Accord in
October 1991, Cambodia covers its full international rights and sovereignty.

Upon the formation in 1993 the Royal Government of Cambodia (RGC) started a wide range of
challenging actions in various domains and sectors, aiming to firmly steer Cambodia towards the long path
of sustainable development. The long-term vision was first conceived in the National Program to
Rehabilitate and Develop Cambodia (NPRD), which was taken further with the first Socio-Economic
Development Plan, 1996-2000 (SEDP-I). With the favorable conditions, in 1998 the new elected
government has achieved encouraging results implementing the Triangle Strategyz, implementing second
Socio-Economic Development Plan, 2001-2005 (SEDP-II) and a Poverty Reduction Strategy (PRS), which
form the base of development objectives.

This paper shall be presented in two parts. The first part is to introduce the structure of the Cambodian
economy during the past few years. The second part will discuss the present challenge of Cambodian

economy by ftracing out the present economic problems and opportunities and the more recent

government policies involved.

1. Introduction

The Kingdom of Cambodia is a constitutional monarchy located in Southeast Asia, more particularly the
Indochina peninsula. It shares common borders with Thailand in the west and north and Laos in the North,
Vietnam towards the East and South and the Gulf of Thailand along the Western coast. Cambodia is a
member of the Greater Mekong Subregion (GMS) which includes a territories—the Yunnan province of the
People’s Republic of China, Myanmar, the Lao PDR, Thailand, Cambodia and Vietnam, and also a
member of ASEAN. Approximately 12 million people live on Cambodia’s territory of 181.035 km? with a
density of 62°. The capital and the largest city of Cambodia is Phnom Penh.

Cambodia’s economy has passed through several phases of slump and recovery during the last several

years. Cambodia is still one of the poorest countries in the world with a per capita income of US$ 250°.

2 The three components of the Triangle Strategy are (1) building peace, restoring stability, and maintaining security for
the nation and people, (2)integrate Cambodia into the region and normalization of relationships with the international
community. (3) promote economic and social development through the implementation of an ambitious reform
programme.
. Monthly Bulletin of Statistics, Ministry of Economy and Finance, No.66-June 2001.

Ibid.
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2. Structure of the economy
2.1 Real Sector

GDP growth has expanded the overall performance of the country. Output growth was strong around 7
percent from 1994-95 as the economic activities were boosted by several factors. The GDP growth went
down to around 3.5 percent from 1996-97 as a result of internal conflict, and the Asian crisis, to decline
sharply to 1.5 percent in 1998, growth then jumped up to around 6 percent in 1999-2000 and is expected
to reach 6.1 percent in the year 2001. The pattern of economic growth by sectors changed notably after
the Asian crisis and the new elections in Cambodia. The share of the industry sector, which in 1997
contributed 17.3 percent of GDP and a growth rate of 7.7 percent, changed to 23.5 percent share of GDP
and growth rate of 29 percent in 2000. This change was marked by the rapid growth of the garment
industry that absorbed labour forces of around 200,000 workers. The service sector remained constant
and the agricultural sector slowed down because of the substantial adverse impact of internal conflicts

and the Asian crisis on consumer spending, investment, flood, and tourism.
2.1.1. Agriculture

The main economic infrastructure of Cambodia is agriculture and most of the people in Cambodia are
farmers. However, the Cambodian cultivation still uses the traditional way of farming and it solely depends
on the weather as most farmers are poor, owning a small plot of land and their knowledge of modern
methods of farming is terribly low.

The last few year's flooding damaged many planted areas, especially rice fields of which 394,848
hectares were damaged in many provinces. In addition to the severe floods, some places coincidentally
encountered drought, which brought other dire consequences for agricultural production.

Agriculture that contributes to almost half of the country's GDP in 1994 saw its share fall to 38 percent in
2000. Agriculture has grown at an average of about 6 percent from 1994 to 1998 and became negative in
1999-2000 (Table A3). Agricultural output is significantly influenced from season to season by the weather
and the application of chemical substances (fertilisers, pesticides, etc.). This sector is dominated by
subsistence farming which is strongly oriented toward rice production and to crop growing which in
particular accounted for about 18 percent of GDP over 1994-99. The small-scale family farming units carry
out livestock production, which accounted for about 8 percent of GDP over this period. The land also
supports extensive small-scale artisan freshwater fishing around the Tonle Sap Lake and central river
provinces. Fisheries accounted for around 10 percent of GDP. Forestry accounted for 6 percent of GDP.

2.1.2. Industry

The Royal Government encourages the development of industries, small scale and handicraft enterprises.

It focuses on the strategy of producing for export rather than import substitution. The government
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promotes prospection of petroleum, natural gas, and other minerals that contain a huge potential for the
national economy. It will soon develop hydropower in order to ensure an adequate electric supply with low
cost. The government's objectives will be to support the emergence of internationally competitive
industries and complete the structural reform process. Major reforms affecting the industrial sector have
been undertaken and others remain to be completed. The government is committed to their completion
through an efficient sequencing so that competitive private industry can fully emerge form the transition.
The industrial sector's share remains relatively low at about 17 percent of GDP from 1993-2000. The
industry’s share was 16 percent of GDP between 1994-99 and 23.5 percent in 2000. Between 1994-96
the growth rate of this sector was around 14 percent, then fell to 7 percent in 1997-98 and recovered
during 1999-2000 and expect to have 29 percent in 2001. In this sector, manufacturing is a leading sub-
sector followed by construction, food, beverage and tobacco, textiles and garments. There has been rapid
growth in the garment and textile industries in the past few years because of MFN treatment by many
WTO member and GSP privileges from industrial countries.

2.1.3. Services

The service sector, which accounted for about 40 percent of GDP, is heavily concentrated on trading
activities (accounted for about 13 percent of GDP 94-99) and on catering-related services, which are still
geared predominantly to a foreign clientele (Table A4). The service sector has shown robust growth over
recent years. In the year 2000, there were 446,365 tourists who arrived in the Kingdom of Cambodia by all
means of transport; an increase of 27% compared with 1999. Among those were 351,166 tourists arriving
by air, an increase of 34% compared with 1999; 114,704 tourists arriving by water and land routes, an
increase of 10 percent compared with 1999. In particular, 194,180 tourists (or 42 percent of all the
tourists) visited Siem Reap by all means of transport during the year 2000, an increase of 132 percent
compared with 1999. Among these, 87,012 tourists arrived by direct flights to Siem Reap, an increase of
205 percent compared with 1999.

The convention on Tourism Statistics was held on 2-3 May 2000 and an associated inter-ministry meeting
was led and presided over by the Prime Minister, focusing on the promotion of tourism, especially for
infrastructure restoration within the Siem Reap/Angkor area, and to advocate the "Open Sky" policy,
authorizing direct flights to Siem Reap.

In this service sector, the government contributed comparatively little to GDP (roughly 4 percent), partly
because salaries have remained depressed (Table A3). Despite solid growth in the transport and
communications sector the shares of this sector in GDP was calculated around 5.5 percent from 1994-
2000. The hotel and restaurant trade has shown considerable buoyancy over the past few years, because
of the sheer need to deal with a new urban workforce and to accommodate the large influx of
nonresidents associated with the development of the tourism industry in recent years. The growth rate of
tourism in 1997 was negative; this was caused by the Asian crisis and internal conflict, in Cambodia that
made the tourist's arrivals sharply fall. This crisis has direct effects to the service sector such as hotels,

tourism agent and restaurants.
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2.1.4. Trade and foreign investment

Cambodia's trade regime is relatively liberal. There are no quantitative restrictions on imports, and export
bans apply only to unprocessed timber and sawn logs. The government has also moved forward rapidly to
put in place bilateral arrangements designed to normalize its trade and investment relations with other
countries. Besides bilateral trade arrangements, Cambodia also obtained MFN and GSP from the United
States and other 28 developed countries. Cambodia is a member of ASEAN and is accelerating the
process of becoming a member of the WTO.

Cambodia exports mostly are crude materials that include inter alia, garment, rubber and wood. Rubber
and wood have been traditional exports and the recent rapid growth in garment exports is now well
known. There is a significant increase in the share of exports falling under basic manufactures. This
reflects an increase in some types of manufactured wood products, as well as growth in some types of
garments. Though not apparent in the merchandise account, Cambodia also exports aquatic products and

cereals. Aquatic products have been one of the country's fastest growing export commodities.

Table 1: Garment Exported from 1995 to 2000
(Unit: USS$)

Year 1995 1996 1997 1998 1999 2000

Export 27,407,723 | 102,787,074 | 281,375,975 | 377,373,525 | 675,803,038 | 1,007,133,849

Source: Ministry of Commerce.

Table 2: Garment Exported and Destination

(Unit: Dozens)

Year 1995 1996 1997 1998 1999 2000

USA 11,045 733,424 3,787,898 9,190,647 12,326,449 17,055,928
EU 750,123 2,126,492 2,842,656 1,716,527 2,906,473 4,856,872
Non-EU 55,248 159,338 1,263,708 88,021 0 260,312
Total 816,416 3,019,254 7,894,262 10,995,195 15,232,922 22,173,112

Source: Ministry of Commerce.

The garment industry has been strongly promoted as an engine driving the country's exports. The
garments export has substantially increased from US$ 27.4 million in 1995 to US$ 1 billion in 2000 (see
Table 1). These were exported to many countries, but more than 90 percent of exports were to the United
States and Europe. By the year 2000, the share of exports was 77 percent to the United States, 22
percent to Europe, and the other countries were 1 percent (see Table 2).

After Thailand and Singapore, Vietnam and Malaysia are Cambodia's largest sources of imports. Nearly
100 major import items including consumer products, and intermediate and investment commodities are
imported. In these amounts of imports re-exports are included particularly for the Viethamese market.
Roughly two thirds of imports are petroleum products, transport vehicles, motor vehicle parts, autos,
lorries and trucks, motorcycles, machinery and basic consumption goods such as food, beverages and

edible oils.
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The ratio of exports and imports to GDP has grown steadily since 1993. The increasing demand for raw
materials and capital equipment for export oriented industries and asset accumulation has generally been
met by importation. There has also been strong growth in the importation of consumption goods.

Table 3: Exports and Imports of Goods and Services
(In billion of Riels, in current prices)®

1993 1994 1995 1996 1997 1998 1999 2000
Export of goods and services 1193.5 14123 2406.7 2137.3 3048.2 3881.4 4333.3 5774.7
import of good and services 1657.9 2384.3 3589.1 3597.5 4067.1 4872.4 6004.1 6529.2
Net exports (464.4) (971.9) (1182.4) | (1460.2) | (1018.9) | (990.9) (1670.8) | (754.5)
Gross Domestic Product 5969.9 6184.6 7596.7 8324.8 9149.2 10543.4 11646.4 11923
Net export as % of GDP (7.8%) (15.7%) (15.6%) (17.5%) (11.1%) (9.4%) (14.3%) (6.3%)

Source: National Institute of Statistics, Ministry of Planning.

Merchandise exports increased by 33.6 percent and a similar increase of 29.7 percent was recorded in
exports of services. Import growth was more modest at 14.2 percent and 13.0 percent for merchandise
imports and services import respectively. The rapid increase in exports helped lower the trade gap
(exports less import) in current prices, to 6.3 percent of GDP in 2000 (Table 3).

From 1993 to the end of 2000, total domestic investment in Cambodia accounted for US$ 3,302 (see
Table A1). It should also be noticed that the share of total investment to GDP considerably increased,
from 14 percent of GDP in 1993 to 25 percent in 1996, then dropped in 1997 to 1999 (around 21 percent)
and recovered in the year 2000. In total investment which consists of public and private investment, the
latter plays the most important role with a greater share in total investment.

Public investment concerns with the government's Five Year Socio-economic Development Plan (1996-
2000). The objective of this plan is to reduce poverty by developing human resources and to improve rural
infrastructure. To achieve these objectives, the government has spent around US$ 1 billion during 1996-
2000, of which 65 percent was channeled into rural areas. In these public investment outlays, the
domestically financed represented some 22 percent, against 78 percent which was financed by foreign
funds. The foreign funds came from bilateral, multilateral and non-government organization's commitment
for assistance and rebuilding Cambodia after the Paris Accord.

Private investment increased substantially from 1993 to 1996 after the new investment law promulgated in
August 1994, but declined latter following the Asian financial crisis and political instability in Cambodia.
Foreign investors, especially from Asia, faced the financial difficulty in their countries. Another reason for
the decline was that of China's imminent membership of the WTO and the bilateral trade accord signed
between Vietnam and the US. Other factors which contributed to declining investment was red tape and
corruption that made an obstruction to foreign investors.

According to Table A1, from 1993 to 2000, private investments amounted at US$ 3,302 million, of which
domestically financed were US$ 2,237 million and foreign financed were US$ 1,065 million. In the year
2000 the government invited private investors to meet with Prime Minister Hun Sen to voice their views
and requests, and to find appropriate solutions. This meeting was partly aimed at encouraging the private

investment project's implementation and has been continuing to woo more foreign private investors into
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Cambodia. As a result private investment started to recover in 2000 after having declined from 1997. The

leading investors in Cambodia are China follow by Taiwan, Hong Kong and Singapore.

2.2 Monetary sector

2.2.1. Fiscal performance

Fiscal development is very important, since it is an anchor for macroeconomic stability. Fiscal
development was heavily influenced by the changing political climate in 1993. The revenue received was
too low compared to expenditure. From 1994-96 government expenditure was nearly double that of
revenue (See table A6). To solve this problem, the government had to reform fiscal policy in order to
increase its revenue. In 1997-99, civilian non-wage operating expenditures were compressed significantly
to sustain macroeconomic stability in response to a revenue shortfall and an overrun in defense and
security outlays (Table A6). Fiscal reform was implemented with new tax measures and a strengthening of
the tax administration. The introduction of the new budget nomenclature and new budget procedures has
strengthened expenditure control. The introduction of VAT in 1999 has strengthened government revenue
after a reduction of customs duties. In order also to reduce further the budget deficit strict limits on
domestic financing were set which also reduced inflation.

Cambodia received high levels of financial support from the international community to help recover and
stabilize the economy. Domestic resource mobilization is too weak, which will affect macroeconomic
stability in the long run, unless increased sufficiently.

Over the last two years, the fiscal reform momentum has been built up and strengthened, supported by
hard work, discipline and perseverance. Moreover, the recovery in other ASEAN countries has helped to
consolidate, broaden and deepen the reform process underway in Cambodia. As a result, fiscal
performance in 2000 has been good, with improved revenue mobilization and expenditure restraint.
Revenue from profit tax, turnover tax, value-added tax (VAT), and excise tax performed strongly and
above budget targets. The performance of non-tax revenue was poor. The collection of timber royalties,
lease of enterprises, civil aviation and posts and telecommunications was lower than expected. Overall
expenditure was contained. Current expenditure was 10.1 percent of GDP, compared to 9.4 percent of
GDP in 1999. Current expenditure for flood relief in 2000 was 0.6 of GDP. Current spending for priority
social and economic sectors increased from 2.1 percent of GDP in 1999 to 3 percent in 2000. The current
budget surplus was about 180 billion riels or 1.5 percent of GDP, compared with the projected target of
1.3 percent of GDP. Locally financed investment expenditure increased from 1.9 percent of GDP to 2.5
percent of GDP (see table AG).

a. Revenue
The government tax revenue is still low, and depends largely on customs duties. Cambodia as a member
of ASEAN, has to lower its tax rate to ASEAN standards. This means that Cambodia cannot depend on

> The exchange rate of the riel to the US$ can be consulted in table A1.
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customs duties anymore after becoming ASEAN member. The customs duties to total tax revenue were
nearly 70 percent from 1994-96, nearly 51 percent from 97-99, and 35.2 percent in 2000 and expect to
have nearly 30 percent in 2001 (table A6). Total domestic revenue from 1994-2000 amounted to 9.9
percent of GDP, of which tax revenue was 6.9 percent of GDP and non-tax revenue was 3 percent of GDP
in the same period. The main causes of weak revenue, were pervasive tax exemptions granted to foreign
investors under the law on investment, which have eroded the tax base. In addition to granting ad hoc tax
and customs exemptions, the government extended the exemption from pre-shipment inspections (PSI) to
garments and cigarettes after the outbreak of the Asian crisis and the July 1997 events. Combined with
the existing exemptions on imports for the projects approved under the law on investment, the PSI-
exempted imports amount to 60 percent of total customs imports, causing serious concerns about
potential under-invoicing of imports. While the implementing regulations for the law on investment were
adopted in January 1998 with a view to strictly limiting the scope of ad hoc tax and duty exemptions, the
recommended areas of investment cover virtually every sector in the economy, including, in particular,
natural resource exploitation.

Some progress has been made in strengthening tax revenue such as the introduction of VAT in 1999. As
a result, domestic revenue amounted to 11.4 percent of GDP in 1999 and to 12.15 of GDP in 2000.

b. Expenditure

Expenditure has increased in the period 1994-96, amounting on average to 16.4 percent of GDP. It fell to
14.3 percent of GDP during 1997-98 because of the suspension of external assistance after the July 1997
events. Then, it increased to 16.8 percent of GDP in the period 1999-2000. In general, total expenditure
has stabilized at 16 percent of GDP in the period 1994-2000 (see Table A6). In these amounts of total
expenditure, current expenditure represented around 10 percent of GDP during the same period, and the

other 6 percent of GDP were capital expenditure.

Table 4: Current Expenditure by Ministry (1997-01)

Expenditure in billion riels % of current expenditure

97 98 99 00 01* 97 98 99 00 01*
1. Defense/Security 447.7 | 522.3 474.9 459.3 431.9 50.8 52.3 433 37.8 30.3
2. Education 90.6 90.6 149.8 165.8 223.5 10.3 9.1 13.7 13.6 15.7
3.  Health 60.7 54.4 75.4 101.8 142.0 6.9 54 6.9 8.4 10.0
4.  Agriculture/Rural

Development 24.3 24.4 24.5 30.9 491 2.8 2.4 2.2 2.5 3.4

5. Other 258.3 | 306.8 371.3 457.7 579.5 29.3 30.7 33.9 37.7 | 40.6
Total 881.6 | 998.5 | 1095.9 | 12155 1426 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
* Projected

Source: Ministry of Economy and Finance

According to Table 4, defense and security expenditure was too high (more than 50 percent) compared to
the other items before 1998. This share has declined since 1999 and is expected to represent only 30
percent of current expenditure in 2001. Education plays evidently a key role in human resource
development, but has a small share in current expenditure (around 9 percent of current expenditure). Its

share has increased since 1999 from nearly 14 percent to around 16 percent in 2001. Besides that the
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other sectors such as health, agriculture/rural development and other have significantly increased since
1999.

Total revenues have not covered current expenditures. External grants and loans have financed the
current budget deficit and almost all capital expenditures. The current budgetary situation is not
sustainable, unless budgetary revenues are increased significantly over the medium term, maintaining
macroeconomic stability and raising the domestic contribution to the financing of the public investment
programme.

According to the Ministry of Economy and Finance, in the year 2000, the government has placed a high
priority on social and economic spending, notably on education, health, agriculture and rural development.
Actual disbursements to the priority sectors, including advance payment on flood relief increased by 55
percent compared to 1999. In nominal terms, current disbursements to health increased by 25 percent,
agriculture by 13 percent, rural development by 161 percent and education by 24 percent. The
government expects that increased spending on priority sectors is key to ensuring the successful

implementation of its social development policy and reducing poverty (Cambodia, 2001 May b).
2.2.2. Monetary policy and interest rate

a. Monetary policy

Cambodia's monetary system is characterized by a high degree of dollar and cash transactions, limiting
significantly the government's scope for running an active and effective monetary policy. The use of the
riel is confined to small transactions and wage payment by the government. Most financial transactions
are conducted largely in foreign currency. The National Bank of Cambodia (NBC) is not using direct
monetary instruments: interest rates are completely liberalized and there are no quantitative restrictions on
bank lending. Interest rates have been positive in real terms. The development of indirect tools of
monetary policy is at an early stage as reserve requirements and refinancing facilities were only recently
introduced. Open market operations do not yet exist, but during 1997, the authorities planned to issue
Treasury bills in order to develop such tools and create incentives for the market to invest in domestically
denominated securities. Given the lack of instruments, the monetary authority has used foreign exchange
interventions to regulate riel liquidity and to smoothen fluctuations in the exchange rate. Limitations on
monetary financing of the deficit are used to control the monetary base.

Liquidity in riel represents less than 4 percent of GDP, while the amount of dollars circulating through the
banking system represents about 6 percent. According to CDRI estimates, foreign currencies (the dollar,
Thai baht and Vietnamese dong) circulating outside the Cambodian banking system are at least four times
higher than the total liquidity recorded by the NBC. Small transactions and wage payments confine the
use of riel largely to the government, while large financial transactions are conducted in foreign currencies
such as the dollar and baht.

Although Cambodia suffered two shocks in mid-1997, the annual growth rate of total liquidity, as recorded
by the NBC, declined slightly from 1997 to 1998, after experiencing sharp growth from 1994 to 1996. The
growth rate of liquidity rebounded again in 1999, due to an increase in foreign currencies deposits, as a

result of the significant improvement in the business environment and economic recovery.
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The growth of foreign deposits has also boosted the lending activities of the banking sector. The growth
rate of total credits granted by commercial banks grew by 14 percent in 1999 after dropping drastically in
1998, largely reflecting uncertainty in the run-up to the national election. The increase in the growth rate of
credits in 1999 and 2000 were largely due to the improvement in political stability and the continuation of
donor assistance. Despite this improvement, Cambodian bankers are still not fully confident in domestic
development. In 2000, as part of the policy to strengthen the banking system and corporate governance,
the NBC proceeded to implement bank re-licensing in compliance with the Law on Banking and Financial
Institutions, with a view to closing inactive banks. Re-licensing of commercial banks is designed to
establish a viable banking system, promote savings and instill public confidence in the banking sector. As

the result, foreign currency deposits jumped up nearly 42 percent.

b. Interest rate

Until early 1994, the National Bank fixed minimum rates for commercial bank's riel deposits. However, in
March 1995 lending and deposit rates were completely liberalized. Interest rates have been positive in
real terms (interest rates are set somewhere higher than inflation rate). Interest rates are completely
liberalized and there are no quantitative restrictions on bank lending. Although commercial banks will
continue to set rates freely, the National Bank will use Treasury bill operations to influence these rates in
order to ensure that rates remain positive in real terms. It should be noted, however, that interest rates on

riel instruments are not very significant, given the low use of riel.

3. Exchange rate system, International reserves

3.1. Exchange rate

Cambodia has pursued a managed floating exchange rate since 1993 and has relied on tight financial
policies to ensure stability in the foreign exchange market. The monetary instrument is not effective in
Cambodia due to the high degree of dollarization, and dollars were used occasionally by the National
Bank of Cambodia (NBC) to intervene and smooth fluctuations in the exchange rate. The riels compared
to US dollar (on year average) were fluctuated. In 1994 the riel was appreciate against US dollar
compared to 1993, then it stayed stable around 2,600 riel/dollar. During the Asian crisis in 1997, the riel
devalued around 14 percent compared to 1996 and in 1998 it devalued around 27 percent compare to
1997. As a result, the value of the riel against the dollar was basically stable around 3,800 riels per dollar
during 1998-2000. Compared with neighbouring currencies, the riel was basically stable.

The government will continue to pursue a flexible exchange rate policy. To that end, the IMF is advising
the National Bank to adhere to its current interventionist policy of using any increase in demand for local
currency to bolster international reserves. At the same time, the NBC will not resist downward pressure on
the exchange rate, other than under exceptional circumstances such as disorderly market conditions. The
official exchange rate is increasingly being set at the level of the market rate with a view to unifying the
rate in the future. Any deviations from the market rate should, in the IMF's view, be temporary and limited

to a maximum of 1 percent.
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3.2. International reserves

The country's foreign reserves have continued to strengthen. According to Table A1, the gross foreign
reserves were US$ 71 million in 1993. These amounts were substantially increased to US$ 262 million in
1997 and equal 2.6 months of imports. Cambodia's reserves strengthened further in 1998, to US$ 390
million with the growth rate of 49 percent compared to 1997 (4 months of import). The growth rate of
international reserve dropped to around 8 percent in 1999, then up to 16 percent in 2000 and is expected

to be at 13 percent in 2001.

4. Current economic problems
4.1. Inflation

The Asian economic crisis has moved Cambodia's inflation rate from single to double digits. Before the
crisis, the inflation rate stayed at 7.1 percent in 1996, then increased to 8.1 percent in 1997 and jumped to
14.7 percent in 1998. This acceleration of the inflation rate during this period was not only caused by the
Asian economic crisis, but also internal conflict in Cambodia that led to the suspension of external aid. In
1999, the inflation rate decelerated to 4 percent. This may have been caused by the tightening of the
money supply since 1997-98 (in 1995 the broad money grew at an accelerated pace about 44 percent. It
slightly dropped to around 40 percent in 1996. This growth rate was stable around 17 percent from 1997
to 1999) and the intervention of National Bank of Cambodia to stabilize the exchange rate. Consumer
prices increased at a moderate rate in the first half of 1997, but the rate of increase accelerated during the
third quarter. Afterward, this acceleration was mitigated by significant declines in dollar denominated
prices of imports from neighboring countries that were undergoing the financial crisis, such as Thailand
and Malaysia. The inflation rate for 1997 was 8.1 percent, but in 1998 inflation rose to 14.7 percent, which
was mainly due to the price increase resulting from a rice harvest shortfall and also from the hoarding of
some commodities ahead of the July election. In 1999, the inflation rate was down to 4 percent because
the improvement of political stability and the business environment after the July election. Consumer
prices were fairly stable during the first half of 1999 and then increased slightly in the second half. The
slight rise was mainly due to the depreciation of the riel against the dollar during this period. However, the
inflation rate was negative (-0.8 percent) in 2000 as a result of large falls in prices of rice and meat items,

and declines in prices of imported commodities. This rate was expected to be at 3.8 percent in 2001.
4.2. Unemployment

According to the general population census of Cambodia 1998, 5.3 percent of the labour force is
unemployed, and the urban unemployment rate is 9.2 percent compared to 4.7 percent in rural area. It

appeared to be more difficult for women than men to find employment, especially in urban areas.



Table 5 :Employment and unemployment Rates by Sex and Residence

Residence Employment Rate Unemployment Rate
Both sexes Male Female Both sexes Male Female
Total 94.66 95.29 94.08 5.34 4.71 5.92
Urban 90.82 93.31 87.82 9.18 6.69 12.18
Rural 95.31 95.67 94.99 4.69 4.33 5.01

13

Source: National Institute of Statistic, Ministry of Planning.

The overall unemployment rate of women is nearly 6 percent, compared with 5.3 percent among men. In
rural areas the unemployment rates of men and women are not much different but in urban areas, the
women unemployment rate was around 12 percent, which is double that of men (Table 5).

According to the Ministry of Economy and Finance, the unemployment rate has increased since 1997. In
Table A1, it jumped from 1.4 percent in 1996 to 2.4 percent in 1997, 3.1 percent in 1998, then up to 3.6
percent in 1999 and nearly 4 percent in 2000. The source did not reveal in detail the unemployment rate
by sector, men and women, urban and rural. The workforce is primarily concentrated in the agriculture
sector (around 77 percent of total employment), while manufacturing accounts for 5 percent, public
administration (civil servants, police and military) for 8 percent, and the rest accounts for 10 percent of the
labour force.

It is remarkable, however, that after the new investment law was promulgated, it attracted many investors
to invest in Cambodia. Among these projects approved by the Council of Development of Cambodia
(CDC), investors concentrated on light industry especially garment industry, followed by the hotel industry.
The garment industry is the most fast growing sector that provides more jobs for Cambodian people. From
1994 to 2000, these two sub-sectors created new jobs for about 200,000 people.

Hotel and tourism industry was affected by the Asian financial crisis. Since its outbreak, tourist arrivals
have fallen sharply. As a result, unemployment jumped up because many hotels and tourists agents were
closing their businesses while others laid off staff or reduced working time. It is estimated that around
50,000 people lost their job in this sector. As a result of the government’s efforts to promote major tourist
attractions, such as direct flights to Siem Reap, and a millenium show at Angkor Wat, the tourist industry
has substantially recovered.

The garment industry was less affected by the Asian financial crisis because it is an export-oriented
industry with the main markets being the United States and E.U. Among the garments exports, 90 percent
were exported to the US. In 1999, the US introduced quotas on 12 categories of Cambodian garments
exports and promised to expand these from 6 to 14 percent annually based on performance of this
industry. But from 1999 to 2000, the number of garment factories increased from 152 to 216, and 225 by
April 2001°. Thus, since the number of factories increased faster than the expansion of US quotas, some
factories were closed and temporary closed. According to the Ministry of Commerce, in 2000, among the
216 factories mentioned above there were 183 factories in operation, 9 factories were temporary closed
and 24 were closed, and up to April 2001, only 190 were in operation, 10 factories were temporary closed
and 25 were closed. This is the source of unemployment, but we don't know for sure the amount of

workers who lost their job.

% Source: Ministry of Commerce
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For the agricultural sector, due to the small size of most Cambodian farms, when their children reach
working age, they will have to find a job elsewhere. In order to provide enough jobs for the new entrants,
jobs should be created through private investment. However, since the growth rate of private investment is

less than the growth of the labour force, unemployment is rising.

4.3. Economic Growth

Before the Asian crisis, the Cambodian economic growth was strong and reached the government target
of 7 to 8 percent (see Figure 1), thus generating jobs and household revenue for Cambodian people. In
July 1997, both internal and external shocks caused a sharp decline of economic growth. In 1999, after
the new government was elected, the economic activities were experiencing fair growth after 2 years
declining growth rates. In 2000, there was a negative effect caused by serious floods which destroyed
infrastructure and most of crops, and the continuation of the regional crisis, which brought the growth rate
down to 5.4 percent. This growth was mainly the result of rapid expansion of the garment industry,
construction and tourism industry.

The growth rate of agriculture is low compared to other sectors. According to Ministry of Agriculture and
the national account figures, agricultural output has increased about 3 percent per annum in real terms,
which equals the population growth rate. Compared with neighbouring countries, Cambodia's agricultural
sector remains weak.

In industry, garments, electricity and water and construction were the most dynamic sub-sectors. The
garment industry is the leading sub-sector in industry, though the investment projects approved by CDC in
this sector declined since 1999, but production of this industry was still booming. According to the Ministry

of Commerce, the garments exports reached US$ 1 billion in 2000.

Figure 1: Cambodia's Real GDP growth

0 1 1 1 1 I I
93-94 94-95 95-96 96-97 97-98 98-99 99-00

The tourism sector is in a good position. According to the 'Open Sky' policy, the number of foreign tourists
which come to visit Cambodia, increased substantially. In 2000, the number of foreign tourists visiting

Cambodia jumped by 32 percent and most of them took a direct flight to Siem Reap. The length of stay of
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foreign tourists were shorter: 3.2 days for the tourist who visit Siem Reap through direct flights, and were
longer for tourists visiting Phnom Penh, 5.5 days.

For the year 2001, the government has projected an economic growth rate of 6.1 percent. However, due
to oil price increases, and the world economy in recession, the growth rate may be less than expected.
Recently, the terrorist attack in the US, which affects the world economy as a whole, and Cambodia in
particular. As mentioned above, the garment and tourist sector as fast growing sub-sectors, will be
affected by this event because the main market for garment products is the United States. After 11
September, 2001, orders from the US dropped, so that some garment factories have closed and
temporary closed. This event also made people scare to travel by plan, which is effecting the tourism

industry in Cambodia.
5. Government Policies and Measures in solving the above problems

The previous part of this paper discussed the Cambodian economic structure, economic growth, monetary
policy, fiscal policy and economic problems which the Government of Cambodia is facing. This section
tries to examine the government policies and measures in solving the above problems.

First of all, the Government managed to maintain high economic growth and sustainable development in
Cambodia. By this way, the Government could improve the living standards and quality of life of
Cambodian people. But along with income growth equity should be considered as well, by concentrating
on income growth of the poor, improve health and nutrition, and better education.

Second, the Government tries to maintain peace, political stability and a better environment in the entire
country, which was considered the most important pre-requisite to sustainable development.

Restoration of Cambodia's image in the international arena and rapid integration of the Cambodian
economy into the region and the world are instrumental in gaining the confidence of the international
community and foreign investors. In this way Cambodia can attract more foreign direct investments in
Cambodia for the purpose of development. The full membership of ASEAN and the normalization with the
IMF are the most important achievements in these endeavours, and currently, Cambodia tries to become
a member of WTO.

Demonstrating a strong political will, the government continues to implement its political platform in order
to create a foundation for long-run economic growth and sustainable development. The Government tries
to reform in many aspects such as military and police demobilization and public sector reform, reform of
the civil service and the judiciary aimed at strengthening democracy, promoting the respect for human
rights, improving the efficiency of public services and enhancing the rule of law. Economic reforms focus
on ensuring macroeconomic stability, strengthening the banking and financial sectors, implementing fiscal
reform measures, securing sound management of public property and utilization of natural resources,
increasing public investments in the area of physical and social infrastructure, and promoting human

resource development.
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6. Conclusion and Recommendation

The Cambodian economy is still weak and fragile since the country is still based too much on agriculture,
and the majority of the population works for this sector. The growth of the agriculture sector was slow due
to limitations of irrigation systems, poor infrastructure, inappropriate and ineffective government policies.
The slow growth of the agricultural sector could plausibly be the main reason that makes the poverty
reduction of the government move slowly.

Recent development shows that there was a rapid growth in the export oriented garment industry with
exports going to the United State and the EU, and tourism industry. But both sectors depend highly on
foreign markets; if there is an external shock, it affects both sectors, as the recent terrorist attack in the
United States shows.

Since inflationary trends in Cambodia tend to slow down gradually, along with a better policy
implementation of the Government in recent years, such as the tightening of monetary policy and
dollarisation, this will lead to an improving Cambodian economy in the coming years.

In order to increase savings, Cambodia should introduce a stock market to mobilize private savings to
accommodate private investment, which is the main source of job creation for the Cambodian people and
of household income. This strategy is linked to the Government policy to reduce poverty. The Government
should also implement a micro-reform in order to achieve a real adjustment of firms and sectors
Institutional reform is another key to improving Government capacity, increasing Government revenue and
reducing corruption. A revision of the laws of investment is a top priority in order to attract more FDI.
Transparency and good governance are key to induce foreign assistance to Cambodia in order to facilitate
structural adjustment and institutional reforms.

A last priority is the integration of Cambodia into the regional and international community. As a full
member of ASEAN, Cambodian is trying to fulfill the requirements to become a member of WTO and other

international organizations in the near future.
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Table Al: Selected Macroeconomic Indicators

Particular 1993 1994 1995 1996 1997 1998 1999 2000 20017
GDP at current prices (billion riels) 5,970 6,185 7,597 8,325 9,149 10,548 11,646 11,923 13,900
GDP at current prices (million US$) 2,173 2,406 3,079 3,153 3,059 2,794 3,054 3,090 3,257
GDP per capita (US$) 229 246 304 300 281 247 260 253 286
Growth rate of real GDP (in %) 4.1% 6.3% 8.4% 3.5% 3.7% 1.5% 6.9% 5.4% 6.1%
Real GDP % share (at constant 1993 price)

Agriculture 40.9% 44.7% 41.0% 39.9% 40.9% 40.8% 36.7% 34.1% 31.9%
Industry 12.7% 15.0% 15.5% 18.1% 17.6% 20.2% 22.1% 25.5% 24.4%

Service 43.5% 40.3% 43.5% 42.1% 41.5% 39.2% 41.2% 40.4% 43.6%
Inflation in riels (year averge) 75.0% -0.5% 7.8% 7.1% 8.1% 14.7% 4.0% -0.8% 3.8%
inflation in riels (quarter to quarter) 41.1% 17.8% 3.5% 9.0% 9.1% 12.6% 0.0% 0.5% 3.8%
Riel/USS parity (year average) 2,814 2,569 2,462 2,641 3,000 3,800 3,819 3,880 3,900
Riel/USS parity (end of year) 2,350 2,593 2,560 2,720 3,400 3,800 3,775 3,906 3,900
Net Foreign Reserves (in US$ million) 62 70 110 164 197 323 179 402 474
Gross Foreign Reserves (in US$ million) 71 100 182 234 262 390 422 468 556
Gross Foreign Reserves (month of imports) 1.5 1.5 1.7 2.1 2.6 4 3.9 3.6 3.8
Total savings (% GDP) 15.7% 18.0% 21.0% 25.6% 20.5% 21.3% 20.1% 20.9% 21.5%
Total Investment (in US$ million) 303 429 614 800 623 612 635 682 769
Public Investments 84 131 208 238 151 166 191 229 263

-of which domestic financed 2 31 23 23 32 24 59 80 51

-of which foreign financed 82 100 185 215 119 142 132 149 212
Private Sector Investments 219 299 406 562 472 447 444 453 506

-of which Domestic Financed 165 209 255 322 322 327 314 323 356

-of which foreign Financed 54 90 151 240 150 120 130 130 150
Total Investment as % of GDP 13.9% 17.8% 19.9% 25.4% 20.5% 21.9% 20.8% 22.1% 23.6%

-of which Public Investment 3.9% 5.4% 6.8% 7.5% 4.9% 5.8% 6.3% 7.4% 8.1%

-of which Private Investment 10.0% 12.4% 13.1% 17.9% 15.5% 16.0% 14.5% 14.7% 15.5%
Population (million) 9.6 9.9 10.3 10.7 11.0 11.4 11.7 12.0 12.3
Labour force (% population) 49.1% 48.5% 48.0% 47.4% 47.1% 46.7% 46.3% 45.9%
Unemployment rate (% labour force) 2.0% 1.9% 1.7% 1.4% 2.4% 3.1% 3.6% 3.9%

Sources: Ministry of Economy and Finance; National Bank of Cambodia; National Institute of Statistics/Ministry of Planning. P= project.
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Table A2: Gross Domestic Product (GDP)
in constant 1993 prices

Value in Million Riels
1993 1994 1995 1996 1997 19981/ 1999r/ 2000p/
AGRICULTURE 2,439,851 | 2,629,355 | 2,892,983 | 2,873,873 | 3,039,184 | 3,114,908 | 3,262,882 | 3,173,758
Crops 1,132,468 | 1,014,588 | 1,300,951 | 1,357,885 | 1,320,986 | 1,329,227 | 1,515,887 | 1,566,276
Livestock & Poultry 483,635 480,160 532,156 555,003 561,427 592,626 591,562 544,173
Fisheries 538,733 611,515 671,563 629,945 679,049 715,614 829,878 844,028
Forestry & Logging 285,015 523,093 388,313 331,040 477,722 477,440 325,556 219,252
INDUSTRY 756,350 788,077 952,595 1,058,133 | 1,274,075 | 1,371,725 | 1,535,829 | 1,981,153
Mining 11,041 11,838 12,168 11,612 11,625 11,791 12,736 12,736
Manufacturing 489,556 513,494 573,895 675,351 912,223 1,049,874 | 1,152,831 | 1,554,960
Food, Beverages & Tobacco 208,766 222,710 227,229 245,290 249,361 252,959 262,560 267,008
Textile, Wearing Apparel & Footwear 70,874 57,494 74,027 135,501 308,955 452,603 636,577 1,043,029
Wood, Paper & Publishing 58,255 85,454 105,393 118,890 192,093 178,194 70,418 55,937
Rubber Manufacturing 23,540 19,245 25,200 34,148 28,404 29,386 37,505 35,109
Other Manufacturing 128,122 128,592 142,046 141,523 133,412 136,733 145,770 153,878
Electricity, Gas & Water 24,085 25,896 35,479 35,812 36,396 37,751 39,173 40,744
Construction 231,668 236,849 331,054 335,357 313,831 272,309 331,090 372,713
SERVICES 2,594,173 | 2,592,150 | 2,740,168 | 2,824,760 | 2,720,781 | 2,705,603 | 2,862,316 | 2,951,948
Trade 952,282 924,999 918,612 917,047 895,218 847,557 861,792 858,095
Hotel & Restaurants 195,269 243,189 331,750 304,416 294,618 282,520 334,437 355,878
Transport & Communications 367,413 404,273 404,555 440,126 376,875 366,899 417,739 436,333
Finance 23,770 28,875 68,979 73,589 76,232 69,006 71,279 86,413
Public Administration 142,162 216,383 214,601 251,833 260,657 278,067 261,538 267,350
Real Estate & Business 622,245 478,318 492,592 497,270 510,638 530,727 550,596 570,468
Other Services 291,032 296,114 309,080 340,377 306,543 330,827 364,934 377,411
Taxes on Products less Subsidies 194,500 351,653 356,305 412,452 433,100 376,469 433,512 431,106
Less: Imputed Bank Charges 14,945 18,154 67,001 53,735 88,983 83,317 91,854 103,665
GROSS DOMESTIC PRODUCT (GDP) 5,969,930 | 6,343,081 | 6,875,050 | 7,115,483 | 7,378,157 | 7,485,389 | 8,002,695 | 8,434,270

1/ Revised estimates
p/ preliminary estimates

Sources: National Institute of Statistics, Ministry of Planning.




Table A3: Gross Domestic Product (GDP)
Growth Rate in Percent

In constant 1993 prices
93-'94 94-'95 95-'96 96-'97 97-'98 98-'99 99-'00p/
AGRICULTURE 7.8 10.0 -0.7 5.8 2.5 4.8 -2.7
Crops -10.4 28.2 4.4 2.7 0.6 14.0 33
Livestock & Poultry -0.7 10.8 43 1.2 5.6 -0.2 -8.0
Fisheries 13.5 9.8 -6.2 7.8 5.4 16.0 1.7
Forestry & Logging 83.5 -25.8 -14.7 443 -0.1 -31.8 -32.7
INDUSTRY 4.2 20.9 11.1 204 7.7 12.0 29.0
Mining 7.2 2.8 -4.6 0.1 1.4 8.0 0.0
Manufacturing 4.9 11.8 17.7 35.1 15.1 9.8 34.9
Food, Beverages & Tobacco 6.7 2.0 7.9 1.7 1.4 3.8 1.7
Textile, Wearing Apparel & Footwear -18.9 28.8 83.0 128.0 46.5 40.6 63.8
Wood, Paper & Publishing 46.7 233 12.8 61.6 -7.2 -60.5 -20.6
Rubber Manufacturing -18.2 30.9 35.5 -16.8 3.5 27.6 -6.4
Other Manufacturing 0.4 10.5 -0.4 -5.7 2.5 6.6 5.6
Electricity, Gas & Water 7.5 37.0 0.9 1.6 3.7 3.8 4.0
Construction 22 39.8 1.3 -6.4 -13.2 21.6 12.6
SERVICES -0.1 5.7 3.1 -3.7 -0.6 5.8 3.1
Trade 2.9 -0.7 -0.2 2.4 -53 1.7 -0.4
Hotel & Restaurants 24.5 36.4 -8.2 -3.3 -4.1 18.4 6.4
Transport & Communications 10.0 0.1 8.8 -14.4 -2.6 13.9 4.5
Finance 21.5 138.9 6.7 3.6 -9.5 33 21.2
Public Administration 522 -0.8 17.3 35 6.7 -5.9 2.2
Real Estate & Business -23.1 3.0 0.9 2.7 3.9 3.7 3.6
Other Services 1.7 4.4 10.1 -9.9 7.9 10.3 34
Taxes on Products less Subsidies 80.8 1.3 15.8 5.0 -13.1 15.2 -0.6
Less: Imputed Bank Charges 21.5 269.1 -19.8 65.6 -6.4 10.2 12.9
GROSS DOMESTIC PRODUCT (GDP) 6.3 8.4 3.5 3.7 1.5 6.9 5.4

r/ Revised estimates
p/ preliminary estimates
Sources: National Institute of Statistics, Ministry of Planning.
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Table A4: Gross Domestic Product (GDP)
Share in percent

In constant 1993 prices

1993 1994 1995 1996 1997 19981/ 1999r/ 2000p/
AGRICULTURE 40.9 41.5 42.1 40.4 41.2 41.6 40.8 37.6
Crops 19.0 16.0 18.9 19.1 17.9 17.8 18.9 18.6
Livestock & Poultry 8.1 7.6 7.7 7.8 7.6 7.9 7.4 6.5
Fisheries 9.0 9.6 9.8 8.9 9.2 9.6 10.4 10.0
Forestry & Logging 4.8 8.2 5.6 4.7 6.5 6.4 4.1 2.6
INDUSTRY 12.7 124 13.9 14.9 17.3 18.3 19.2 23.5
Mining 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Manufacturing 8.2 8.1 83 9.5 12.4 14.0 14.4 18.4
Food, Beverages & Tobacco 3.5 3.5 33 34 34 34 33 3.2
Textile, Wearing Apparel & Footwear 1.2 0.9 1.1 1.9 4.2 6.0 8.0 12.4
Wood, Paper & Publishing 1.0 1.3 1.5 1.7 2.6 2.4 0.9 0.7
Rubber Manufacturing 0.4 0.3 0.4 0.5 0.4 0.4 0.5 0.4
Other Manufacturing 2.1 2.0 2.1 2.0 1.8 1.8 1.8 1.8
Electricity, Gas & Water 0.4 0.4 0.5 0.5 0.5 0.5 0.5 0.5
Construction 3.9 3.7 4.8 4.7 43 3.6 4.1 44
SERVICES 43.5 40.9 39.9 39.7 36.9 36.1 35.8 35.0
Trade 16.0 14.6 134 12.9 12.1 11.3 10.8 10.2
Hotel & Restaurants 33 3.8 4.8 43 4.0 3.8 4.2 4.2
Transport & Communications 6.2 6.4 59 6.2 5.1 4.9 5.2 5.2
Finance 0.4 0.5 1.0 1.0 1.0 0.9 0.9 1.0
Public Administration 24 34 3.1 35 3.5 3.7 33 32
Real Estate & Business 10.4 7.5 7.2 7.0 6.9 7.1 6.9 6.8
Other Services 4.9 4.7 4.5 4.8 4.2 4.4 4.6 4.5
Taxes on Products less Subsidies 33 55 52 5.8 59 5.0 5.4 5.1
Less: Imputed Bank Charges 0.3 0.3 1.0 0.8 1.2 1.1 1.1 1.2
GROSS DOMESTIC PRODUCT (GDP) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

1/ Revised estimates
p/ preliminary estimates

Sources: National Institute of Statistics, Ministry of Planning.




Table AS: Balance of Payment

(Million USS$)
1993 1994 1995 1996 1997 1998 1999 2000
Trade Balance (FOB-FOB) (205) (289) (397) (562) (425) (546) (499) (370)
Exports (FOB) 341 486 856 722 867 901 1,039 1,383
Domestic Exports 160 258 316 361 545 608 756 1,133
Re-exports 181 228 540 361 322 293 283 250
Imports (FOB) 546 775 1,253 1,284 1,292 1,447 1,537 1,754
Retained imports 364 547 713 923 970 1,154 1,254 1,504
Service balance 75 25 (16) 24 44 33 68 100
Income balance ()] a3 (18) (16) as) (14) as) 29)
Private Transfer 20 20 20 23 25 30 30 30
Current Account Balance (113) (257) 410) (531) (370) (497) (415) (269)
(excl. official transfers)
Official Transfer 156 235 346 299 200 215 251 250
Current Account Balance 43 22) (64) (232) (170) (282) (164) 19)
(incl. official transfers)
Capital Account ®) 62 142 301 204 296 190 82
Official MT/LT Loans (net) 5 55 71 56 38 49 43 80
Gross Loan Disbursements 5 62 75 75 38 50 44 81
Amortization - 7 4 19 0 1 1 1
Private (net) 141 91 151 294 204 246 193 110
Foreign Direct Investment (FDI) 141 91 151 294 204 246 193 110
Portfolio Investment (PFI) - - - - - - - -
Other Capital Account (154) (83) (80) (49) (38) 1 (46) (108)
Errors and Omissions - - - - - - - -
Overall Balance 35 40 78 69 34 14 26 63
IMF Contribution 11 21 42 - - - 11 23
Net Foreign Reserves - 70 110 164 197 323 349 412
Gross Foreign Reserves 71 100 182 234 262 390 422 485
External Contribution 313 408 614 668 442 511 499 464
External Debt-Total Recognised 5 60 131 222 259 308 351 431
Foreign Currencies Outside NBC 408 491 571 620 658 657 703 811

Source: Collated by CDRI from World Bank, IMF and Cambodia government data.
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Table A6: National Budget Operation

1994 1995 1996 1997 1998 1999 2000 2001
Budget Out-Turn  |Budget Out-Turn Budget Out-Turn Budget Out-Turn Budget Out-Turn Budget Out-Turn  |Budget Out-Turn Planned Budget
Particulars in billion |% of  |in billion |% of in billion |% of in billion (% of in billion % of in billion [% of |inbillion [in million |% of in billion |in million (% of
riels GDP |[riels GDP riels GDP riels GDP riels GDP riels GDP |[riels US$ GDP riels US$ GDP
DOMESTIC REVENUE 590.4 9.55% |643 8.48% 749 9.00% (881 9.63% 943 8.94% (1,330 11.42% 1,449 373 12.15% |1,683 432 12.11%
1. Tax Revenue 364.5 5.89% |446 5.88% (534 6.41% [597 6.53% (679 6.44% (961 8.26% (1,060 273 8.89% [1,213 311 8.73%
Direct Taxes 6.3 0.10% |21 0.28% |27 0.32% |46 0.50% (59 0.56% |94 0.81% [135 35 1.14% 131 34 0.94%
Indirect Taxes 773 1.25% (104 137% |164 197% 204 2.23% (244 2.31% [329 2.82% |108 28 091% |121 31 0.87%
Customs Import Duties 280.9 4.54% 1320.8 423% 3441 413% (3473 3.80% (354 3.36% (433 3.72% |373 96 3.13% 356 91 2.56%
2. Non-Tax Revenue 224.6 3.63% (190 251% (176 211% [271 2.96% [230 2.18% (354 3.04% |359 93 3.01% (445 114 3.20%
olw forestry Revenue 88.7 1.43% |53 0.70% (28 0.34% |37 0.40% (23 0.22% |36 0.31% |41 11 0.34% |55 14 0.40%
3. Capital Revenue (Domestic) 12 0.02% (8 0.11% |39 047% |12 0.13% (33 0.31% |14 0.12% |29 8 0.25% |25 6 0.18%
Tax System Structure
% of total tax revenues
Direct Taxes:DT 1.73% 4.71% 5.06% 7.71% 8.69% 9.76% 12.78% 10.80%
; . 21.21% 23.32% 30.71% 34.17% 35.94% 34.18% 10.19% 9.98%
Indirect Taxes: IT
77.06% 71.93% 64.44% 58.17% 52.14% 45.08% 35.20% 29.35%
Customs Taxes: CT
EXPENDITURE 997.7 16.13% (1,201 15.85% |1,441 17.31% |1,260 13.77% 1,569 14.87% |1,846 15.85% 2,121 547 17.79% 2,476 635 17.81%
1. Current Expenditure 662.4 10.71% |690 9.10% 813 9.77% (808 8.83% (940 8.91% (1,096 9.41% 1,215 313 10.19% |1,426 366 10.26%
Defence and Security 3915 6.33% |426 5.62%  [407 489% |419 458% (453 429% |475 4.10% |459 116 3.85% (421 108 3.03%
Civil Adminitration 2709 4.38% |264 3.48%  [406 488% [389 4.25% (487 462% |621 5.31% |756 183 6.34% 868 223 6.24%
2. Capital Expenditure 335.3 542% (511 6.74% (629 7.56% [452 494% (629 596% (750 6.44% |906 233 7.60% 1,050 269 7.55%
Locally financed investments 78.5 127% |57 0.75% |62 0.74% (110 120% |122 1.16% |224 1.92% |303 78 2.54% (325 83 2.34%
Externally financed investments 256.8 4.15% |454.2 5.99% (468 562% |[341.6 3.73% [290 2.75% (522 4.48% 1603 155 5.06% (725 186 5.22%
DEFICIT/SURPLUS
Overall -407.30 [-6.59% |-604.80 [-7.98% |[-570.60 |-6.85% [-386.90 (-4.23% |-394.70 |-3.74% |[-516.27 |-4.43% [-672.66 |-172.48 |-5.64% [-793.00 |[-218.00 |-5.71%
-of which current -71320  [-1.18% |-101.50 [-1.34% |-79.90 |-0.96% [52.60 057% [-57.50 ]-0.55% |220.31 ([1.89% |178.02 [46.00 1.49% 1200.00 |[45.00 1.44%
GDP in Billion Riels 6,185 7,579 8,325 9,149 10,548 11,646 11,923 13,900
1994 1995 1996 1997 1998 1999 2000 2001

Sources: Ministry of Economy and Finance.




Table A7: Monetary Survey

25

Million US$)
Dec.93 | Dec.94 | Dec.95 | Dec.96 | Dec.97 | Dec.98 | Dec.99 | Dec.00 | Jan.01 | Feb.01 | Mar.01 | Apr.01 | May 01
Net Foreign Assets 119 391 550 881 1172 1725 2019 2589 2617 2709 2733 2733 2781
Foreign Assets 297 631 897 1230 1597 2204 2508 3047 3126 3214 3232 3224 3277
Foreign Liabilities -178 -241 -347 -350 -425 -479 -489 -458 -510 -505 -499 -491 -496
Net Domestic Assets 215 60 99 31 -109 -495 -576 =759 -744 -780 -834 -817 -820
Domestic Credit 343 386 446 567 697 839 876 904 916 909 837 860 865
Net Claims on Government 175 143 148 128 54 179 103 3 16 12 -69 -55 -46
Claims on Government 206 215 217 214 212 289 283 272 273 272 272 272 272
Deposits of Government -31 =72 -69 -86 -158 -110 -180 -269 -257 -260 -341 -328 -318
Non government 168 243 299 440 643 660 773 901 900 897 906 915 911
Public Enterprises 6 6 5 5 6 6 10 3 2 2 1 1 1
Private Sector 162 237 293 435 637 655 763 898 898 895 905 914 910
Other Items (net) -128 -327 -347 -536 -805 -1334 | -1453 | -1663 | -1659 | -1689 | -1671 -1677 | -1685
Restricted Deposits -27 -29 -29 -82 -47 -73 -80 -86 -85 -99 -99 -83 -86
Capital & Reserves -181 -484 -472 -656 -994 -1528 | -1638 | -1791 -1808 | -1794 | -1780 | -1779 | -1798
Others 79 187 153 202 236 267 265 214 234 204 207 185 199
Total Liquidity 333 450 649 912 1063 1230 1443 1831 1873 1928 1899 1917 1960
Narrow Money — M1 204 200 278 329 385 544 532 540 559 570 548 550 555
Currency outside Banks 190 176 251 300 356 509 490 495 492 502 511 513 511
Demand Deposits 14 23 28 29 29 35 42 45 66 68 37 38 44
Quasi-Money 130 250 371 583 678 686 911 1291 1314 1358 1351 1366 1405
Times and Savings Deposits 9 18 5 8 13 20 32 46 48 48 48 47 48
Foreign Currency Deposits 121 233 366 575 665 666 879 1245 1266 1310 1303 1319 1357

Sources: Ministry of Economy and Finance.
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