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Y=F(K, L) (1)

where Y is real output of each industrial sector, K is
physical capital and L is labour. K is defined by the sum
of domestic capital stock (K,) and foreign capital stock
(K;), which can be written as K= K .+ K.. The regression
equation then assumes the following linear form:

logGDP,=b ,+b,JogK

dii(t-1 )-'-b2|IOg Kﬂ(t-l

)+b2|IogK

i t1

j+b;logL+u, (2)

logGDP_food; = byfooq + bifooalogDomK_food;_y + bypooqlogFDIK_food;_; + bsfoeqloglabor_food; + usgoqr

logGDP __textiles; = botextites T Ditextites!0gDomMK _textiles,_q + batextitesl0gFDIK _textiles,_q + bstextitesloglabor_textiles, + Ugextitest
logGDP _rubber; = byrypper + b1rupperlogDomK_rubbery_q + byrypperl0gFDIK _rubbery_q + bayypperloglabor_rubber;y + Wpyppert
logGDP_mining; = bomining + bimininglogDomK_mining;_, + bymininglogFDIK_mining;_, + bsmininglogLabor_mining; + wmininge
logGDP_utility, = boytitity + DrutiticylogDomK _utility, 1 + boyriirylogF DIK _utility,_; + baysieyloglabor_utility, + Uysiieye
logGDP_wood; = byyooa + b1wooalogDomK_wood,_; + byyooqlogFDIK_wood;_1 + bzyeoaloglabor_wood, + uy,pat

logGDP _construcy = boconstruc + biconstruclogDomK_construc,_q + byconseruclogFDIK_construcy_q + baconstruclogLabor_construcy + Uconstruct

logGDP_othermanu, =

bﬁothermanu + blothermanulogDomK—Othermanut—l + bzathermunulogFDIK—Othermanut—l + b3nthermanu logLabor_othermanut + Uothermanut

logGDP_indus; = byingus + brinauslogDomK_indus,_, + byinauslogFDIK_indus;_; + bzipauslogLabor_indus, + Uinause

where GDP = the outputs of each industrial sector i
attime t; b, b

o» Dy 0y @and b, are the intercept terms and

coefficients of each variable; u, is a term of residual of
i sectors (i=1, 2, 3... 9 representing the eight selected
industrial sub-sectors and the overall industrial sector);
K, =DomK and K, = FDIK which denote domestic and
foreign capital stocks of industrial i.

To allow for delayed returns to capital outlay, as it
may take enterprises some time to order and install
capital assets such as machinery and equipment prior to
operating, the study takes one lag of K and K| calculated
using the perpetual inventory method. Then, K(m) =
(1-d)* Kt+I(m)where K(m) and K, are the capital stock in
time (t+1); t. d is the depreciation rate of capital, which is
setat 5.0 percent for Cambodia (see Net2011);and [, ,is
the fixed assets investment inflow at time (t+1). The fixed
assets investment shared by Cambodia is represented by
Iit1)» While the share of foreign nationality is written as

If(m). This study takes K, ... as the initial capital stock for

1995
both domestic and foreign capital stocks for each selected
industrial sector. Based on the assumption that the rate
of capital-output ratio was constant during the 1990s, it
then calculates K o, = I o../(9,44,.+d) following Harberger
(1978), where g,,,.. is the average growth rate of capital,
which is equal to the growth rate of outputs (GDP ) during

the 1990s, and L, is employment in sector i.
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MmN M: Ordinary Least Squares Results of Equation (2)

Dependent variable: LogGDP(t) i
Method: Ordinary Least Squares

Sample: 1997, 2010
Included observations: 14

Constant Coef. logDomK (t-1) i Coef. logFDIK (t-1) i Coef. logLabor(t) i

(2.1) logGDP(t) food 4.415%** -0.045 0.192%** -0.023

(2.2) logGDP(t)_textiles 2.330%* -0.557 1.612%* -0.213

(2.3) logGDP(t) rubber 3.113%%* -0.002 0.038 -0.049

(2.4) logGDP(t) mining -0.629 0.291 0.019 0.319%**
(2.5) logGDP(t) utilities 2.29]%** 0.164*** 0.205** -0.035

(2.6) logGDP(t)_wood 6.537%** -0.330 -0.014 -0.194**
(2.7) logGDP(t)_construc 0.253 0.594%* -0.345 0.330%**
(2.8) logGDP(t) othermanu 2.973%** -0.079 0.493%** -0.025

(2.9) logGDP(t) indus 0.138 1.542%* -0.600 0.137

Note: * 10 percent, ** 5 percent and *** 1 percent level of significance.
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