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The impact of the global financial and
economiccrisisisstill unfolding. Although
the initial apocalyptic scenarios did not
materialise and are unlikely to do so in
the foreseeable future, it nevertheless has
had a serious impact on the livelihoods
of the poor and vulnerable everywhere,
including in Cambodia. In Cambodia
the main transmission channels for this
have been the adverse effects on core
economic activities, including garments,
construction and tourism. Agriculture
to a large extent seems not to have been
affected much, recording healthy growth
over the period.

The root causes of the crisis lie in the

One effect of the economic crisis on livelinoods: fewer customers for
cyclos and moto taxis in Phnom Penh

financial crisis that started in US; there

are debates as to when this began. A lax regulatory
framework in the US and elsewhere, combined
with the complex web of interdependence between
large international financial institutions, made this
a global financial crisis, which became a serious
economic crisis shortly afterwards. The spread of
the financial crisis was limited by the extent of
countries’ participation in international financial
markets; those with limited or no links were not
much affected. However, after a short spell, the
financial crisis generated several economic crises,
resulting in a slowdown in international trade
and the flow of international resources, including
FDI and ODA. Given the extent of exposure and
dependence of many developed and developing
countries to international trade, FDI and ODA,
the impacts on their economies have been severe.
For a country such as Cambodia, where over 80
percent of export earnings come from garments,
any reduction in trade in garments is likely to have
a severe impact on economic activities in general

* Hossein Jalilian, CDRI director of research, introduces this
special issue of CDR on impact of the global financial and
economic crisis on the poor and vulnerable in Cambodia.

and particularly on production and employment
in this sector. This slowdown in turn directly and
indirectly affects the livelihoods of those who are
employed or supported by those employed in the
industry. Add to this the reduction in tourist arrivals
and slowing of construction partly due to a reduction
in FDI, and the adverse effects of slower economic
activity in major trade partners on the well-being and
livelihoods of the vulnerable and poor in Cambodia

have been considerable.
The global financial crisis and the Asian financial
crisis of 1997 highlight the importance of control
Continued on page 3
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Vulnerable Workers Survey in Phnom
Penh, Kandal, Kompong Speu, Siem Reap

and Battambang™

1. Introduction

This paper attempts to assess the economic
impact of the global financial crisis on vulnerable
workers in Cambodia. The study focuses mainly
on the effects of the crisis on real daily income,
real daily consumption and the perspective for
these in the coming year. The data are based on
a survey conducted since 2003 in Phnom Penh,
Kandal and Kompong Speuand in May 2009 in two
additional locations (Siem Reap and Battambang)
as well as four focus group discussions.

A few studies have attempted to assess the
impacts of the global financial crisis on the
Cambodian economy at macro, sectoral (agriculture,
garments, tourism and construction), labour market
and household levels. Rapid assessment studies
(Kang et al. 2009; Jalilian et al. 2009) released
earlier show that the macroeconomic impact will
be severe due to the contraction in garments,
tourism and construction. The most severe impact
is in the garment industry, 14 percent of the total
of 350,000 workers having been laid off between
September 2008 and mid-March 2009 because of a
considerable fall in exports. The number of tourist
arrivals slowed, recording a negative annual growth
rate for six consecutive months from October 2008.
In Siem Reap, Cambodia’s tourist hub, many hotels
have a low occupancy rate, and some luxury hotels
have temporarily shut down. Staff are taking unpaid
leave or being temporarily laid off.

The IMF has projected a 5 percent fall in
the sector, citing less world demand for travel.
Construction is also set to decrease severely as
foreign investors in real estate are either scaling
back or suspending large projects due to a credit
crunch at home. Agriculture is expected to grow
significantly in volume, offsetting declines in the
rest of the economy. Kang (2009) reported a fall in

* This article is prepared by Tong Kimsun, Khieng Sothy
and Phann Dalis with assistance from Hem Metta and Pon
Dorina. The view expressed are those of the authors and do
not necessarily represent the views of CDRI. The authors
are grateful to Hossein Jalilian, Neak Samsen, and Tim
Conway for helpful comments on an earlier draft.

household income as migrant workers’ remittances
decline.

The previous studies have attempted to assess
the impact of the global financial crisis on the
Cambodian economy by using descriptive analysis
and focus group discussions. It is unlikely that
these approaches can provide a clear picture given
events such as food price increases, a serious border
dispute between Cambodia and Thailand and
idiosyncratic shocks that occurred in 2008. We will
apply a simple quantitative technique that can be
used broadly because it relies on common surveys
to estimate the impact on individual incomes and
consumption.

2. Method and Limitations
CDRI has been conducting a quarterly survey of four
selected vulnerable worker groups— cyclo drivers,
porters, small vegetable traders and scavengers— in
Phnom Penh since 1998. The survey was enlarged
in 2000 to cover six other groups: motorcycle
taxi drivers, unskilled construction workers,
skilled construction workers, waiters/waitresses,
garment workers and rice-field workers (Kandal
and Kompong Speu province). The total sample is
480—120 garment workers and 40 in each of the
nine other groups. In the May 2009 survey, which
was partially funded by the World Bank, CDRI
included two additional groups: migrant workers (20
interviews in Battambang) and tourism workers (20
interviews in Siem Reap), increasing the total sample
size to 520. In addition to the structured survey,
four focus group discussions were conducted with
tourism workers and migrant workers to examine
the impact of the crisis on households in Siem Reap
and Battambang province, respectively. The sample
was purposively selected at the location, largely in
urban areas, and consisted of currently employed or
self-employed workers; hence, the results are not
representative of each economic activity and unable
to determine which economic sector has absorbed
laid-off workers e.g. garment workers.

To capture the impact of the crisis on the 10
selected groups, we assume that the survey data
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Table 1: Average Real Daily Earnings (in riels at November 2000 prices)
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Continued from page 1

Impact of..

and regulation of the financial sector. At
the same time, they also put into question
the approach adopted by many developing
countries, with encouragement from
major players such as the IMF and World
Bank, of trying to copy the development
of financial and capital markets of much
more developed economies without
having the necessary prerequisites. Instead
of attempting to develop a simple, locally
oriented financial sector, for example,
many developing countries have relied on
highly leveraged international financial
institutions. They have tried to set up
sophisticated capital markets, including
stock exchanges, without fully considering
local development needs and associated
costs and benefits. Cambodia badly needs
locally driven financial institutions that can
mediate between savers and borrowers,
particularly in rural areas, without
getting involved in more sophisticated
and complex financial intermediation. It
is not clear whether, at its present stage
of development, the country would gain
anything by setting up a stock exchange as
planned. Obviously, in the long run, this
and other capital markets are needed, but it
is questionable whether they will be at any
time in the near future.

Recently CDRI conducted on behalf of
the World Bank a rapid assessment of the
impact of the crisis on the livelihoods of
the vulnerable and poor in Cambodia. The
articles that appear in this issue of CDR are
based on a number of the research themes
of the study, which has been conducted
since May 2009. As is to be expected,
some of the findings based on quantitative
analysis do not confirm those found using
qualitative analysis and particularly those
derived from focus group discussions. This
may highlight some of the limitations of
the rapid assessment, given the limitations
of time and other resources, and the
consequent need for further detailed
investigation.
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collected in February and May 2007 are reflective
of the before-crisis period, and February and May
2009 the after-crisis period. This is mainly due to the
unavailability of survey data from February, May and
August 2008. We used a simple regression technique
(ordinary least squares) to estimate the impact of
the crisis on real daily income, consumption and
debt. Because this study is interested in knowing the
effect of the global financial crisis on the livelihood
of wvulnerable workers, other factors—such as
age, sex, education, household size and working
experience—are held fixed. Otherwise, we cannot
know the effect of the economic downturn on the
living standard of vulnerable workers. For this
reason, our method should be able to produce more
accurate results than descriptive analysis. Given the
various recent events mentioned above, however,
our approach could not decompose covariate and
idiosyncratic shocks’ effect.

To convert daily income or consumption into
real terms, we divided nominal daily income or
consumption by the consumer price index published
by the National Institute of Statistics for February
2003-Novermber 2008 and estimated by CDRI for
February and May 2009.* We assume that the annual
inflation rate was 6.5 percent in February and 6.4
percent in May 2009.

3. Empirical Analysis

The survey for May 2009 found that the real daily
income of all nine non-garment worker groups was
around 8155 riels, a decline of 1.8 percent from May
2007. However, scavengers, skilled construction
workers, unskilled construction workers and rice
field workers experienced an increase in real daily
earnings.

Quantitative analysis suggests that the real
daily income of the nine non-garment groups
had increased by 12 percent compared to the pre-
crisis period. Of the nine groups, only porters,
scavengers, unskilled construction workers and rice
field workers had statistically increased their daily
income, while other groups’ remained unchanged.

1 According to the NIS, CPI in Phnom Penh for December
2008 backward is based upon a December 2000 base of
100 and for January 2009 onward is based upon October-
December 2006 base of 100. Due to the inconsistent base
year, we have estimated CPI for February and May 2009.
All vulnerable workers’ nominal value—including rice
field worker was deflated by NIS’s CPI and estimated CPI.

4

During the same period, the real daily consumption
of the nine non-garment workers also increased
by 26 percent—14 percentage points more than
real daily income. The increase was reasonable
because the share of consumption in income rose
only from 46 percent to 51 percent—leaving room
for welfare improvement. Due to both real daily
income and consumption increasing, the proportion
of vulnerable workers in debt after the crisis was
relatively small,? suggesting that the impact of the
crisis on the nine groups is not yet substantial.

To obtain the views of vulnerable workers on
their daily earnings, the survey asked respondents
to state whether their daily earnings in 2010 will be
different from what they were in 2008. Twenty-one
percent of workers said that their daily income in
2010 would be more than in 2008, while 35 percent
said that it would be the same or less; 43 percent did
not know.

The real daily income of the two additional groups
(tourism workers and migrant workers) amounted
to 9868 riels and 6009 riels respectively. Tourism
workers spent an average of 5735 riels on daily
expenses, while migrant workers spent only 1507
riels—the lowest amount among the 11 groups. Ten
out of 20 tourism workers reported that they were in
debt, while only four migrant workers reported this.
Seven out of 15 returned external migrant workers
said that there were no jobs available for them in
Thailand. Our FGD in Andoung Trach noted that
some villagers have to let their children miss school
or drop out completely so that they can look for
frogs, snails, crabs and fish in nearby ponds and
paddy fields. Forty-two percent of tourism workers
and migrant workers expected to have a lower
income in the next three months; 37 percent said
that their daily income in 2010 would be more than
in 2008. As noted, the study sample is relatively
small, so generalising from this finding would be
misleading.

The real daily earnings of garment workers fell
18 percent to 5929 riels in May 2009—their lowest
level since February 2003—down from 7205 riels
in May 2007. This largely reflected a decline from
60 working hours per week before the crisis to 52

Continued on page 15

2 A simple t-test confirms that the number of vulnerable
workers in debt increased by 8 percent and was statistically
significant at the 1 percent level.



