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arge-scale land transfers 
and sub-divisions have 
occurred during the dec-
ade of the 1990s in re-

sponse to demographic pressures 
and a variety of other reasons. 
The resulting agricultural lan-
dlessness and land inequality 
have become problematic in re-
cent years. 
     Land privatisation in 1989 
was also accompanied by a gen-
eral introduction of a market 
economy in 1991. There was a 
subsequent influx of foreign 
capital in the forestry and gar-
ments sectors, among others, and 
the population also grew very 
rapidly. Urban and foreign buy-
ers and/or monied entrepreneurs 
began to acquire land for com-
mercial farming, non-agricultural 
activities, as well as for speculation. In effect, therefore, 
land has become the object of demand from multiple 
stakeholders for different purposes. Some stakeholders 
have begun to acquire land formally while others have 
used informal means. In several areas the demand has 
exceeded supply and prices have risen dramatically. 
Next, with the emergence of market forces, the notions 
of economies and returns to scale have also implicitly 
crept in. Very small plots of land may be too uneconom-
ical under the emerging crop regimes. As a result, many 
owners of small plots dispose of their lands in order to 
take up other, more viable vocations (So et al 2001). 
This is increasingly happening with land sub-division 
during succession and inheritance. The preferred prac-
tice is to sell rather than lease or rent land, since there is 
relatively low security of tenure in the absence of formal 
ownership rights and a non-partisan governance system. 
     There are no comprehensive data available so far 
with which to trace the extent of land transactions and 

reasons for this inequality. The General Department of 
Cadastre and Geography (GDCG), now attached to the 
Ministry of Land Management, Urban Planning and 
Construction (MLMUPC), keeps records of official land 
transactions for all types of land in the country. As on 
June 30, 2001, there were a total of 15,796 records 
available with the department, which included residen-
tial lands (8,915 records) and agricultural lands (6,881 
records), in both rural and urban areas for the period 
1995-2001. The purpose of this article is to examine 
data contained in these records, to decipher trends and 
patterns in land transactions. 
     Before proceeding further, it is important to bear in 
mind that these records belong to a limited set of only 
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Almost 80 percent of the formal agricultural land transactions outside Phnom Penh were entered    
into by Phnom Penh residents. Formal purchases peaked in 1996, and have been falling since then. 
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about 518,000 plots for which formal titles have been is-
sued, out of a total of about 4.5 million (residential plus 
agricultural) for which receipts have been issued. This 
implies that the number of transactions recorded is from 
a very small and select subset. Since almost 90 percent 
of the plots are informally held, any transactions involv-
ing them are not included here.  
 
Official Transactions in Agricultural Land 
There were a total of 6,881 transactions recorded in ag-
ricultural lands and 8,915 in residential lands, after 
some 50 entries were deleted during data cleaning. In 
terms of area, more agricultural land was traded than 
residential land. A total area of 17,146 hectares of agri-
cultural land was formally transacted between 1995 and 
2001, compared to 1,362 hectares of residential land. 
For space limitation, the current article hereafter dis-
cusses only transactions of agricultural land. Land trans-
actions in Phnom Penh are also not included since they 
are not maintained by MLMUPC. Agricultural land 
herein includes land that is cultivated as well as that 
which is not yet cultivated but earmarked for cultivation 
in the future. 
     Table 1 shows trends in agricultural land transactions 
by provinces classified in two groups (i.e. large-town 
and small-town provinces), between 1995 and 2001, un-
der the assumption that the two would have different 
levels of market development. Transfers in agricultural 
lands were remarkably high in the period 1995-7, which 
peaked in 1996 when 2,010 transactions involving 5,061 
hectares took place. Since then, the activity has slowed. 
A close association between land markets and economic 
activities in general has been noted.  
     Interestingly enough, most of the officially recorded 
land transactions in the large-town provinces took place 
in just two provinces, Kandal and Sihanouk Ville. 
About 2,000 transactions took place in each of the two 
provinces, covering nearly 10,000 hectares. A sizeable 
part of Kandal's agricultural land has been converted to 
factory sites and residential land as urbanisation spills-

over beyond the Phnom Penh area. In addition, a num-
ber of large parcels have been bought up and neatly 
fenced in anticipation of more factories and commercial 
activities to come up in the future. The case is somewhat 
different in Sihanouk Ville, a coastal town where activi-
ties related to maritime trade have made their own de-
mands on land. In Sihanouk Ville, a large part of the ag-
ricultural land sold has also been cleared from the forest, 
which is now the protected "Kbal Chhay National Park".  
     Battambang, well known for its high quality rice pro-
duction, is a province where considerable rice land has 
changed hands in recent years, according to the small 
sample studies presented in the next section. However, 
this is not reflected in the official data presented below. 
There were only 114 formal transactions in that prov-
ince, covering an area of 128 hectares, between 1995 
and 2001. This accounted for only about 1.6 percent of 
the total officially recorded transactions of agricultural 
land in the country. Evidently, the majority of agricul-
tural land transactions there have been informal. The 
distance of the province from Phnom Penh, the expen-
sive transportation, other expenses involved in formal 
registration and transaction, and harassment, all inhibit 
farmers from following the formal channel. This, in all 
probability, would also hold true for Bantey Meanchey 
and other similarly distant provinces.  
 
Location of Buyers and Sellers 
Between 1995 and 2001, a substantial number of pur-
chasers of agricultural land resided in large-town prov-
inces. Out of 6,637 agricultural land transactions outside 
Phnom Penh, almost 80 percent were purchased by 
Phnom Penh residents. Of the 805 transactions made in 
the distant province of Koh Kong, 418 parcels were pur-
chased by Phnom Penh residents. In this data set, Phnom 
Penh buyers obtained about 85 percent of the total land 
area transferred in these transactions. This at one level 
reinforces the point about the concentration of wealth in 
the hands of urban dwellers, particularly in Phnom 
Penh. Even though the overall acreage that exchanged 

hands is small, such transactions 
raise concerns about the disadvan-
tage that the rural poor face regard-
ing their access to natural resources 
in the regions where these lands are 
located. The widening gap between 
the rich and poor is of course also of 
great concern.   
     However, this observation has 
been made based on formal transac-
tions that the data set reports, i.e. 
lands that have titles and have been 
formally transferred. Buyers from 
Phnom Penh, who in all probability 
would also have been the most edu-
cated, may have insisted on having 
proper papers for land transactions. 
Also, since they reside at a location 
different from the purchased land, 
they may have insisted on having 

Table 1. Official Transactions of Agricultural Land by Province between 1995 and 2001 
Location of land  Total (1995-2001) 

Transacted 1995 1996 1997 1998 1999 2000 2001* Number Percent 

Large-town provinces 1,055 1,330 1,154 434 334 119 90 4,516 66% 

 Kandal  640   791   465   143   159    ..   2,204  32% 

 Siem Reap  9   41   19   8   19   29   10   135  2% 

 Sihanouk Ville  383   463   569   206   114   68   14   1,817  26% 

 Battambang  17   29   27   12   29   ..   ..   114 2% 

 Kampong Cham  6   6   74   65   13   16  66  246  4% 

Small-town provinces  101   680   488   325   443   208   120   2,365  34% 

 Bantey Meanchey  ..   3   5   22   17   20   40   277  2% 

 Kampong Chhnang  16   188   272   99   52   46   3   676  10% 

 Kampong Speu  27   84   59   23   34   16   2   245  4% 

 Kampot  19   66   18   27   49   19   12   210  3% 

 Koh Kong  34   307   97   77   225   61   4   805  12% 

 Takeo  ..   9   14   41   34   7   12   117  2% 

 Other provinces 5 24 23 36 23 46 47 204 3% 

Total  1,156   2,010   1,642   759   777   327   210   6,881  100% 

Number of transactions 
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such papers in order to ensure some tenural security. In 
contrast, buyers from rural areas, including those from 
the peasantry, may not have known or made the effort to 
pursue paperwork while making transactions. Hence, 
their names are not found in this data set. There is there-
fore no definitiveness about this observation. 
     After peaking in 1996, the number of transactions 
entered into by Phnom Penh inhabitants declined drasti-
cally. Formal purchases of agricultural land by Phnom 
Penh residents numbered only 198 in 2000, a dramatic 
drop from 1,757 in 1996. This decline may be explained 
by the slowdown of economic activities, rising land 
prices, as well as diminishing prospects for favourable 
profitability from speculation or other land uses.  
     Of the total buyers, 86 percent belonged to districts 
other than from where the land was located. Similarly, 
48 percent of the sellers belonged to districts other than 
from where they sold their land. Evidently, some land 
that has been transacted was earlier purchased or ac-
quired for speculative pur-
poses. Also many may have 
bought and sold land to relo-
cate themselves to areas of 
their choice. These data thus 
indicate that through this pe-
riod, the relocation and settle-
ment of people was still not 
complete after their disloca-
tion in the 1970s and 1980s.  
     Another observation relates to the fact that there are 
many more urban buyers of land than rural. This partly 
could be explained by the large numbers buying land 
belonging to Phnom Penh and partly to the manner in 
which urban and rural areas are defined in the Cambo-
dian statistical system. However, some part of the truth 
is that land is passing from rural to urban areas.  

Findings from Small Sample Field Inquiries 
In an attempt to supplement the findings of the land 
market situation in Cambodia, a small sample survey us-
ing both quantitative and qualitative methods was un-
dertaken in five provinces: Kandal, Kampong Cham, 
Kampong Speu, Battambang, and Sihanouk Ville. In 
each province, two communes in each of two districts 
were selected as interview sites. Thus there were a total 
of 20 communes from 10 districts selected for the study. 
The interviewees were the district cadastral office and 
commune chiefs as well as various other knowledgeable 
persons. The main purpose of this research was to ob-
tain information on the magnitude, characteristics and 
trends in informal land transactions. Another objective 
was to find out whether the tax on land sales inhibits 
people from registering land transactions. 
 
Trends in Land Transactions  
The interviews revealed that a few, sporadic land trans-
actions were initiated as early as in the mid-1980s, al-
though private ownership of land was not formally 
promulgated until 1989. The interviewees had records 
only of those lands that were transacted with their con-

sent or knowledge. Since many transactions, both formal 
and informal, by-passed them, none had records of all 
the land transactions. 
     The interviewees said that in the recent years, the 
number of land transactions was highest in 1996 in most 
communes and districts. This coincides with the findings 
from the data set of formal land transfers maintained at 
the GDCG discussed above. The trends suggested by the 
interviewees here are no different from those indicated 
by the formal data: both formal and informal land sales 
sharply rose in the first half of 1990s, with outside buy-
ers beginning to purchase local land around 1993-4. It 
was reported that purchases of land by outsiders in 1995, 
mainly Phnom Penh residents and foreign businesses, 
caused a considerable "multiplier effect" in the land 
markets, as many people sold their land and bought less 
expensive land from other people. This process appears 
to have reached a peak in 1996.  
 

Kinds of Land Transactions 
One of the obvious reasons 
why land transactions are or 
are not carried out according 
to the law concerns whether or 
not the land is registered in the 
first place. In general, there are 
two types of official docu-
ments used for claiming own-

ership of land: receipts and certificates. As mentioned 
above, only 518,000 certificates, or a little over 10 per-
cent of the total number of applications made in 1989 
have been issued. Accordingly, land transactions involv-
ing certificates may constitute only a small proportion of 
total land transactions in Cambodia. Field interviews re-
vealed that a significant number of households in certain 
areas do not even possess application receipts for their 
land. Some landholders have simply lost them, while 
others have not applied due to a lack of information or 
confusion about what and where to apply. There has 
also been failure on the part of authorities to remind 
landholders to apply. In a few cases the local authorities 
have not delivered the receipts to the people. Finally, 
many land plots have now been sub-divided, and as a re-
sult the original receipts have been rendered superflu-
ous. Accordingly, many land transactions fell into one of 
the different forms stated below. 
i) Transactions with or without contractual agreement 

between the parties, in which the transaction is made 
without informing any local authority;  

ii)  Transactions with agreement of the village level 
authority;  

iii) Transactions with agreement up to the commune 
level;  

iv) Transactions with agreement up to the district or pro-
vincial level. (This, however, is a rare case, as trans-
actions that reach this level involve lands with certifi-
cates and are formally processed up to the GDCG in 
Phnom Penh); 

v) Formal transactions. 
 

After peaking in 1996, the number  
of transactions entered into by 

Phnom Penh inhabitants declined 
drastically. Formal purchases of 
agricultural land by Phnom Penh 

residents numbered only 198 in 2000, 
a dramatic drop from 1,757 in 1996.  
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     Field inquiries revealed that a significant number of 
land transactions, especially of small land plots fall into 
categories i) and ii) above. Such cases take place mostly 
in rural areas where the land price is low and the ex-
penses for registration/transfer are unaffordable for most 
people involved. There is also no felt need for land cer-
tificates and registration since land markets in such lo-
cales have yet to evolve. In one commune for instance, 
the commune chief estimated that about 200 small par-
cels of rice land had been sold without a single certifi-
cate of proper transfer. Also, most of these transactions 
were carried out without informing the commune 
authority.  
     Among the many informal ways of transferring land 
ownership, transactions that involve the consent and ap-
proval of the commune chiefs are the most common. In 
certain communes, 90 percent of the total land transac-
tions have followed this practice. The district cadastral 
authorities insist that the communes report all land 
transactions to them, despite the fact that only lands 
with certificates, transacted formally, require formal re-
porting. However, such reporting does not often take 
place; instead the commune chiefs routinely sign and 
put their stamp on a written agreement, which is taken 
by many to be 'official enough' to certify the ownership 
transfer. People either do not understand the procedure 
and simply accept the stamp 
and signature of the commune 
chiefs as final, or they feel that 
there is no other alternative 
even though such procedures 
are insufficient. At times, land 
transactions that have formal 
certificates are also not always 
processed up to the GDCG. A 
significant number of such 
transactions are settled at the commune level, as buyers 
want to avoid paying the registration over tax as well as 
by-pass complicated procedures. 
     District cadastral officials blame the commune chiefs 
for granting improper approvals and permitting such 
practices to perpetuate. On their part, commune chiefs 
claim that they do not grant approvals but rather merely 
take note of the transfer and report it to the district. They 
maintained that it is up to the concerned parties and not 
them to go to the district or other higher-level officials. 
 
The Effect of the Registration Tax on the Official Re-
ported Prices  
By law, land transactions are subject to a sales (or regis-
tration) tax of 4 percent. One objective of this study is to 
determine how, if at all, this tax inhibits people from re-
porting prices correctly and/or not using the formal land 
transaction channels.  
     The District Cadastral Office is responsible for 
evaluating land prices and the Provincial Tax Depart-
ment calculates the amount to be paid. The money is de-
posited at the Provincial Treasury and the funds are used 
for meeting the expenses of provincial administration. In 
practice, a great deal of tax is evaded. 

     In the 18 communes covered, all formal transactions 
were taxed. However, the prices were understated in or-
der to reduce the tax liability on the buyer. The extent of 
price concealment varies from one province to another, 
but on average only about 40 percent of the actual price 
paid is recorded in the official documents, suggesting a 
tax leakage of about 60 percent. In Kampong Cham and 
Battambang for instance, only about 20-30 percent of 
the actual price was recorded on the transfer papers, 
while in Kandal and Sihanouk Ville, 50-80 percent of 
the sale prices were recorded. In Kampong Speu the 
amount of leakage is reported to be 40-60 percent.  
     Prices are understated with the active collusion of 
many parties involved. First of all, none of the parties in-
volved in the transaction wants to pay a lot of tax 
money. It is therefore in their interest to conceal the true 
price. Cadastral officials also find it beneficial to record 
lower prices because they are the recipients of an infor-
mal fee. A similar fee is paid to tax officials as well. In 
certain districts the negotiation of the tax between the 
buyer and tax officials takes place in cafe shops or in the 
Provincial Tax Department itself. When an agreement is 
reached, the tax official deposits part of the amount in 
the treasury while the cadastral officials work backwards 
to calculate a price, of which the amount paid into the 
provincial coffer would be equivalent to 4 percent. The 

taxpayer then pays only a frac-
tion of what s/he would other-
wise have to pay according the 
actual prevailing prices. In 
light of this evidence, the 
prices reported on the official 
land transfer documents are far 
from accurate. This is the rea-
son why they are not discussed 
in this paper. 

     Some cadastral chiefs expressed resentment over the 
power of tax officials and claimed that they could pro-
vide the government 10 times more revenue if they were 
given the authority to collect the tax from land transac-
tions. They said that prior to 1975, when the registration 
tax was collected by the District Cadastral Office, the 
system worked much better despite the fact that the tax 
rate was 6 percent. This was because officials at the dis-
trict level are closer to the field and know the land mar-
ket and prices better than officials at the Provincial Tax 
Department. They also said that prior to 1975 the cadas-
tral officials and other district officials had an incentive 
to collect as much tax as they could because they were 
each given 1 percent of the total sale value.   
     Despite the fact that people do not actually pay as 
much tax as they should, interviewees reported that the 
registration tax discouraged them from using formal 
channels to transfer land ownership. It was also widely 
acknowledged that many people do not want certificates 
for their lands because the resale of registered lands is 
difficult as it involves tax liabilities.  

Among the many informal ways 
of transferring land ownership, 

transactions that involve the consent 
and approval of the commune  
chiefs are the most common.  

In certain communes, 90 percent  
of the total land transactions have 

followed this practice. 

Continued on page  11 
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Agrarian Situation in Con-
temporary Cambodia: 
Overview of Case Studies 
in Cambodian Villages 
 
Sedara KIM, CDRI researcher, looks into the 
mechanisms and processes of agrarian 
change and how Cambodian households 
are coping with this change.*    

Introduction 
Cambodian villages were not exposed to modernisation 
until the advent of the colonial era. Much later, in the 
1990s, after surviving different ideological regimes and 
wars, a cash-based economy began to take root. This 
began to change the socio-economic fabric in rural 
Cambodia. Until recently, the village was still a basic 
unit of rural life and it represented the essential basis of 
identity and organisation within which agriculture and 
other activities were undertaken. Cambodian villagers 
stereotype themselves as very different from urban 
dwellers: they do not leave their paddy fields easily.   
     Today, agrarian communities in Cambodia exhibit a 
broad spectrum of change across all ecological zones in 
the country. Non-farm activities are growing in impor-
tance, the number of cash transactions are rising, mar-
keting activities are increasingly visible, people migrate 
more often, mechanisation is replacing animal draught 
power, and there is a shift to alternative crops. However, 
the agrarian situation and rural livelihoods are still far 
from integrated in the national economy. Moreover, few 
structural advances have been made at the national 
level. The agricultural sector still accounts for 85 per-
cent of the total rural employment. The changes never-
theless require an examination of the emerging rural 
economy. Moreover, to understand the agrarian society 
in Cambodia, it is important to consider the emerging 
institutional mechanisms governing access to and con-
trol over resources, as well as the link with outside eco-
nomic and political forces.  
     The objective of this article is to elaborate the 
mechanisms and processes of agrarian change and to 
articulate how households are coping with this change. 
Due to limited space, only a few key  points will be 
highlighted here. These include a discussion of agricul-
ture and mechanisation, migration and off-farm employ-
ment, credit schemes, and social organisation.  

Choice of Study Sites 
The selection of villages for the study was based on a 
number of considerations: ecological variation, extent of 
rice production, migration, prevalence of small business 
activities, rice surplus and rice deficit areas, and avail-

ability of and access to natural resources. Rice surplus 
was found in Prey Veng and Battambang provinces, 
where villagers are able to obtain the surplus from inun-
dated paddies. In both villages there, fishing also pro-
vides significant income. In Kompong Speu, the village 
chosen is one of the poorest and also has no forest re-
sources. In Kandal the ecosystem is rich in fresh fish in 
waters along the alluvial areas of Mekong. Villagers 
also practise receding rice cultivation. Similar patterns 
of survival are also seen in Prey Veng. In Kampot the 
study was oriented toward non-rice cultivation. People 
depend on sea fishing, salt farming and petty businesses 
in the provincial town. Lastly, the Kompong Thom vil-
lage is located within the forest. The villagers are expe-
riencing a drastic fall in their living standards due to a 
decline of forest products and constraints imposed by 
forest concessionaires. 
     The different case studies presented here illustrate the 
diversity within peasant communities in Cambodia; 
these characteristics uniquely define each area even 
though rice is the predominant agricultural product. The 
research and case studies were conducted using anthro-
pological methods in the fieldwork.  

Agriculture and Mechanisation 
Rice cultivation is the dominant farming system in Cam-
bodia; Chamkar (plantation gardens) is another. As op-
posed to rice monoculture, the Chamkar is a poly-
culture, composed of vegetables, cash crops and fruits. 
The emergence of Chamkar itself represent a major di-
versification from rice cultivation.  
     The availability and quality of land, forest, and water 
resources determine the levels and types of activities and 
livelihood pursuits. A number of village studies and sur-
veys conducted in the past provide some historical per-
spective on food security, agriculture, marketing of rice 
and mechanisation in agriculture. Recent studies based 
on empirical evidence describe the condition of agricul-
ture in the village in relation to larger processes. The 
latter suggest that Cambodia has to an extent plunged 
into the realm of “quasi-capitalism” since the early 
1990s (Kim 2001). Cambodian farmers have not yet 
fully adapted to capitalism modes of transaction such as 
deployment of wage labour, adoption of mechanisation, 
production for the market – mainly the Chamkar crop - 
and utilisation of modern infrastructure.  
     Agricultural activity is diverse across different re-
gions in the country, depending on the agro-ecological 
zones. Due to lack of irrigation in the rice deficit vil-
lages in Kompong Speu, Kampot and Kampong Thom, 
rice is grown only in the rainy season and mainly for 
family consumption. Land preparation begins in April 
for the expected onset of rains, transplanting usually 
takes place between July and September, and rice is har-
vested in December and January. In this type of cultiva-
tion the harvest yield is relatively low, about 800-1200 
kg per hectare. In order to enhance yields from poor 
quality lands farmers normally use chemical fertilisers. 
Long dry spells in these areas are frequent during the 
rainy season, raising farmers' anxieties. 

* This article forms a part of a larger study on Land and 
Food Security, being conducted by CDRI. 
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     Many farmers face a rice shortage in the lean months. 
Some seek employment in cities or elsewhere. In the 
rice deficit areas mechanisation is not significant be-
cause there is lack of sufficient rice-land where machin-
ery can be deployed. The main human labour for rice 
cultivation in these areas comes from family members 
and labour reciprocation from the community; draught 
power is provided through bullocks and buffaloes.    
     Rice in fertile areas is cultivated with the deployment 
of wage labour and machines (e.g. in villages of Prey 
Veng and Battambang). The two villages studied in 
each of these two provinces produce a rice surplus. In 
Battambang, villagers practise flood recession rice since 
the areas are flooded annually from Tonle Sap waters. In 
addition, farmers can manipulate floodwaters to culti-
vate dry-season rice cultivation, which normally begins 
in late-January and is harvested in May. In Prey Veng, 
farmers cultivate dry-season rice, which begins from 
December-April. The average yield is 2-3 tonnes per 
hectare. In Kandal, farmers also cultivate dry-season 
rice but the village under study is 
located in a rice-deficit region, 
hence farmers also rely on fish-
ing. In Kampot too, besides rice 
cultivation, farmers fish to earn 
extra income.  
     Mechanisation, where it has 
come, has not only enabled large 
landowners to expand their scale of operations; it has 
also resulted in restructuring agrarian activities. The ef-
fect of the introduction of mechanisation in agriculture 
(e.g. tractor, two wheel-tiller, water-pump, threshing 
machine, and transportation means) exemplifies the 
changes in agriculture. However, such practices are not 
widely prevalent and exist only in rice surplus areas 
such as in the villages in Battambang and Prey Veng 
which were included in this study. The accumulation of 
production resources is related to land ownership and 
farm size.  Machinery owners face some difficulties be-
cause all of the machinery, spare parts, diesel, and tech-
nology are imported from Thailand or Vietnam. The 
cost of maintenance is high because of the use of old 
machinery. Diesel prices increase almost every year, 
which also raises the cost of production. In Cambodian 
villages only few households own machinery; a majority 
of the farmers are dependent on renting machinery for 
ploughing and transportation. Consequently, poor farm-
ers often find themselves caught in a desperate cash 
shortage. Also, some farmers have stopped raising cattle 
because of disappearing grasslands and lack of time. In 
Battambang, security of animals is also an issue. In the 
main rice-producing areas, machinery owners access 
outside markets and can also make profits by renting 
agro-equipment. They further earn income by being rice 
middlemen. However, even better-off farmers some-
times face constraints and lose agriculture profits, such 
as in times of serious flooding.  This has occurred in 
two consecutive years, 2000-01.  
     Fluctuations in the price of rice have had serious im-
plications for Prey Veng’s rice surplus farmers. For ex-

ample, during harvest time one kg of unhusked rice sells 
for only 270 Riels, while during the rainy season the 
price rises to 400 Riels/kg (Sok et al 2001). This prob-
lem is less prevalent in Battambang because of a con-
tinuous demand from Thailand where the price of rice is 
more stable. Paddy farmers however, have no control 
over rice prices which are often determined by the bet-
ter-off rice millers who export the product to Thailand. 
In Prey Veng, some wealthy rice dealers export rice to 
Vietnam. The government appears to have no clear pol-
icy to stop this localised rice monopolisation. Thus, 
farmers are also disadvantaged by existing trade prac-
tices, high fuel taxes and high costs of other inputs.  
     Modernisation of agriculture has emerged mostly in 
villages in Battambang and Prey Veng, though only in a 
small segment of better-off households. The cash-
economy marginalises many landless peasants, female-
headed households, and the indebted. In order to cope 
with their deteriorating situation many poor farmers 
have shifted to migrant work, locally as well as abroad.    

 
Migration Work and off-farm 
Employment 
Those farmers who own small rice 
land plots or have no farmlands 
are critically dependent on various 
kinds of off-farm/off-seasonal 
jobs. In Cambodia, there are few 

jobs available in the village that farmers can fall back 
upon, though some meagre work could be found in rice 
cultivation and moving earth for a wage. In some areas 
in Kandal and Kompong Speu, people move to Phnom 
Penh where urban employment can be made as moto 
drivers, garment factory workers, and other unskilled 
jobs. Normally, villagers journey to the capital city for 
temporary work during the dry season or the period be-
tween transplanting and harvesting. The earnings are 
used for repairing houses, paying for medical expenses, 
meeting food shortages, repaying debts, and so on. 
     Landless rural workers are willing to accept all kinds 
of low-wage jobs because they need the cash and food to 
survive the lean period, and most of them are unskilled. 
Many young labourers, especially in Battambang prov-
ince, cross the border into Thailand seeking employ-
ment. The daily wage in Thailand is 80-100 baht/day 
(US$ 2-2.5) for clearing land and labouring on fish 
farms. Migrant workers are however, unable to sustain 
their families on migrant work alone due to the high bro-
kerage bribes (at least 3000 baht) required to be paid at 
the border. In order to pay such large amounts, farmers 
often borrow money from local moneylenders at interest 
rates of 10-15% per month, using their farmland as col-
lateral. Only some are able to borrow from relatives at 
lower interest rates. Workers might come to visit their 
families once every three months. A few send money 
back via friends in the village. Many villagers com-
plained that it is very difficult being a migrant worker in 
Thailand: sometimes they are arrested by the Thai police 
or cheated by employers, or at times they contact fatal 
diseases such as malaria and dengue. In Kro Sang vil-

Mechanisation, where it has 
come, has not only enabled 
large landowners to expand 

their scale of operations; it has 
also resulted in restructuring 

agrarian activities. 
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lage, Battambang province, three villagers died after re-
turning from Thailand and many were taken ill.      
     In Kampong Speu and Prey Veng, young women 
venture out to work in garment factories in Phnom 
Penh. They earn between US$ 60/month to US$ 80 per 
month if they work over-time. Five young women from 
Kampong Speu and seven from Prey Veng village work 
in garment factories in Phnom Penh. They send money 
back home to alleviate the family food shortage. In 
Kampot, many people are locally employed in rice culti-
vation, digging and moving earth, and in salt farms. The 
average wage is 4000-5000 Riels/day.  
     The food security of villagers in Kampong Thom is 
largely dependent on logging and collecting forest prod-
ucts such as rattan and resin. Aside from foraging in the 
forest, many household members engage in selling la-
bour for rice cultivation and clearing farmland from 
which they earn 2500-3000 Riels/day. With the declin-
ing access to forest products, villagers face a difficult 
economic situation.  
     Normally, in addition to wage labour in the village 
and exploitation of natural resources, people take up 
other forms of employment as transportation providers, 
rice middlemen, fish dealers, grocery shop keepers and 
small scale traders, especially 
in Kampot and Prey Veng prov-
inces. The prospects of generat-
ing enough revenue from local 
wage labour for family subsis-
tence are limited by the lack of 
jobs available in the village, 
low wage rates, and the season-
ality of work. A certain amount of initial cash is re-
quired in order to accumulate more cash to open small 
businesses and invest in livestock or cash crops. For 
this, farmers often borrow and eventually become in-
debted. Hence, migrating abroad for jobs, per force be-
comes an important survival strategy.     
 
Credit Schemes and Money-lending 
Most farm products are picked up and sold by middle-
men in the village who travel to and from cities. These 
middlemen are mostly farmers who have considerable 
business acumen and possess money to invest. Case 
studies conducted in the course of the research indicated 
that these better-off rural dwellers are accumulating 
money through credits/loans, input supplies, machine 
services and small trading activities. As money lenders 
in rural communities they are efficient at collecting re-
payment and are usually willing to accept usufruct rights 
on farmlands or family assets as collateral, in the same 
way as was practised during the 1960s (Ebihara 1968).  
     In the main rice-producing areas research findings 
show that there are two types of credit schemes.  The 
first is an institutional credit programme usually organ-
ised by NGOs. The second  is implemented by private 
moneylenders who are normally either wealthier villag-
ers or traders in the market places.  While the latter lend 
at higher interest rates, from 15-20 percent per month, 
this is often the only means available to many farmers. 

State-initiated programmes of institutional credit 
schemes are still scarce while NGO organised credit 
schemes are few in number (Ovesen 1996). 
     While many villages do not have access to institu-
tional credit, some institutional credit from ACLEDA 
and Help Age existed in those villages where the re-
search was conducted, in Kampong Speu, Kampot, and 
Battambang. In Kompong Speu, one NGO has set up 
rice banks and credit schemes. In Battambang, another 
NGO has initiated a rice bank and lends fertilisers. 
However, few villagers have accessed the programme; 
many of the poor are reluctant to participate for fear of 
having no rice or money to pay back. Some NGO-
initiated credit programmes charge interest of up to 5 
percent a month, which is considered cheap by local 
standards, but still high in absolute terms.   
     Indebtedness has long been recognised as a major 
problem of Cambodian peasants for many generations 
(Ovesen 1996). The high cost of medical expenses, la-
bour, and agricultural inputs such as fertiliser and diesel 
means that Cambodian farmers make very little profit 
from their production. The price of rice and seasonal 
fluctuation in the rice price, as well as poor marketing 
facilities and infrastructure also increase farmers' vulner-

ability. In addition to this, peri-
odic shocks in the form of crop 
failures, drought, and floods 
such as those which for the last 
two years have damaged crops 
in Battambang, Kampong Speu, 
and Prey Veng, increase the 
fragility of rural livelihoods and 

food insecurity among farmers.  As a consequence many 
farmers repeatedly experience food shortages and are 
obliged to borrow from moneylenders in order to over-
come the family food shortage or to meet other critical 
expenses. This drives many vulnerable families into 
‘chronic indebtedness’. When peasants are unable to pay 
back their debts creditors might acquire all or most of 
their harvest and/or land. 
     Mortgaging farmland was found to be  common eve-
rywhere in the study areas, and should be a source of 
concern as it often leads to disenfranchisement. In many 
parts of rural Cambodia, living conditions do not appear 
to have improved much. Increasing landlessness has 
forced many to migrate to cities in search jobs. These 
factors may in the future lead to deepen social discon-
tent within  Cambodian society. 

Social Organisation 
Socio-political forces are critical both in understanding 
the agrarian situation and in analysing the estrangement 
of rural society from the national economy. The Cambo-
dian community is intertwined with informal institutions 
such as kinship networks and friendship. Kinship is still 
a basic socio-economic unit that binds people together. 
In anthropological literature, this indigenous mode of 
structuring the flow of resources so that it is shared by 
kinship with different families and friends, and other 
patron-client relations, are referred to as generalised-

The prospects of generating 
enough revenue from local wage 
labour for family subsistence are 

limited by the lack of jobs 
available in the village, low wage 
rates, and the seasonality of work. 
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reciprocity (Kim 2001).  To date, little attention has 
been paid to the impact of this on rural society. At pres-
ent there is no system of rural taxation. The local politi-
cal elite nevertheless extract resources, mainly by im-
posing intermittent demands. Many influential people at 
commune and village levels can access good farmlands 
and also own large rice lands. Local authorities have 
strong bargaining power; and although village chiefs are 
the lowest in government rank they often wield consid-
erable power. People need authorisation from the village 
or commune chiefs  to hold a ceremony, to let their sons 
be ordained and for marriage. For these,  payments are  
made which the commune and village authorities claim 
are necessary to supplement their expenses.  
     Exposure to the market economy since the early 
1990s has created unequal wealth distribution among 
peasants in contemporary Cambodia rural society. Local 
elite and protectorates have emerged: those who own 
large rice lands (5 or more hectares) and mechanised 
equipment, and have access to markets and outside eco-
nomic forces. Rice lands are also acquired however, by 
people who have good connections and financial links 
with relatives outside Cambodia. All of these factors 
contribute to distortion and social stratification in the 
village social fabric.  

Recapitulation 
This article presents a variety of complex agrarian 
changes that affect food security and rural livelihoods in 
Cambodia. The introduction of mechanisation in some 

areas, and migration to Thailand, are new phenomena 
that did not exist in the pre-1970s era. A high rate of in-
debtedness caused by health related problems, crop fail-
ures, lack of institutional credit schemes, depletion of 
natural resources, fluctuation in the prices of agricultural 
inputs, and lack of local employment options, are critical 
factors that have a direct impact on the household econ-
omy. Research findings also reveal that traditional social 
organisations are undergoing changes in the face of 
modernisation as well. The present situation allows a 
minority to accumulate wealth while the majority of 
peasants are becoming increasingly vulnerable. This de-
terioration of rural livelihoods contributes to social dis-
content within communities.  
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Learning for  
Transformation 
 
A research study conducted by Meas Nee 
and Moira O’Leary, under the auspices of 
Krom Akphiwat Phum, sheds light on why 
development efforts aimed at capacity 
building have had limited impact on bring-
ing  about genuine change, particularly at 
the village level.* 

Research Framework 
The following article represents a summary of the find-
ings of an action oriented research project conducted 
under the auspices of Krom Akphiwat Phum over the 
period January - August 2001. The research employed a 
variety of qualitative methodologies and techniques, in-
cluding structured reflections, in-depth interviews and 
case studies. A total of 35 staff from 4 Cambodian 
NGOs participated in the research. Forty three advisors, 
educators or trainers from 31 different organisations 
were interviewed. 
     The primary purpose of this research was to develop 
an understanding of why the development efforts aimed 
at capacity building, primarily through training, have not 
been as effective in fostering genuine change 
(transformation), particularly at the village level, as 
could have been expected. What practitioners 'see' and 
do in their practice depends on their understanding of 
development. The researchers argue that the aim of de-
velopment practice should be people's increasing capac-
ity to control their circumstances. 
     Current development practice is examined within the 
context of Cambodian culture and the more recent influ-
ences of conflict and foreign development interventions. 
The research showed that practitioners are struggling to 
accommodate what is culturally and socially acceptable 
and expected, and the demands of their work, which at 
least in theory, is calling them to behave in a very differ-
ent way. Much of this tension is not at a conscious level. 

Insights and Conclusions 
The research indicated that development is seen primar-
ily in terms of poverty alleviation with current develop-
ment practice principally aimed at improving economic 
wellbeing. Resources are provided through projects. 
This is generally seen to be the purpose of the develop-
ment intervention. One of the main areas of concern is 
that the approaches and interventions into situations of 
injustice are not enabling people to develop their capaci-
ties to have greater control over their lives. The ten-

dency to 'do for' rather than 'do with' is more likely to 
result in creating dependency and maintaining the status 
quo than in increased confidence and promoting change. 
     When or if development practitioners are uncon-
scious of the power dynamics in their relationship with 
villagers, or perceive these to be the norm, they tend to 
assume that their project activities are participatory and 
empowering regardless of the actual level of engage-
ment of villagers in decision-making processes and the 
nature of the relationships formed. Where there is a rec-
ognition of the issues of power - that poverty is the re-
sult of inequities and unequal distribution of resources 
and abuses of power - there are strong feelings of appre-
hension about thinking and moving in this direction. 
     The social order of Cambodian society, reinforced by 
some Cambodian understandings of Buddhism, depends 
upon everyone respecting the social hierarchy and keep-
ing her or his place in it. From childhood, people are 
taught to obey and respect those with authority. Chal-
lenging, questioning, and holding dissenting views are 
discouraged, conflict is seen as bad and loss of face is to 
be avoided at all costs. The Cambodian education sys-
tem has been based on students learning by heart what 
the teacher taught them, with very little attention being 
paid to understanding and analysis. Students are given 
little, if any, opportunity to think independently, to ques-
tion or use their own initiative. Beliefs about education 
(and the teaching methods adopted by society) are for-
mative in the development of learning processes, and of 
attitudes towards learning and knowledge. 
     The combination of the hierarchical culture, patron-
age, and the education system has resulted in a wide-
spread reluctance to openly oppose, disagree with or 
even to question those who have power. This has been 
exacerbated by people's experience of trauma and 
authoritarian leadership during war and conflict situa-
tions. Living with uncertainty for a prolonged period of 
time can result in loss of confidence and feelings of 
powerlessness, lack of trust, fear, passivity and lack of 
initiative.  
     Traditional expectations of people who have knowl-
edge, resources and power (high status) is that they 
should give advice, manage and control. This militates 
strongly against the handing over of control and deci-
sion-making to the less powerful persons, thereby con-
straining their participation in any meaningful way. On 
the one hand the powerful assume their right to control, 
and on the other, the subordinates internalise and accept 
their powerlessness. This is evident both within organi-
sations and in the way development practitioners con-
ceive of their practice and intervene in the field. The 
habit of some practitioners to be passive and subservi-
ent - which is the expression of lack of power within 
themselves - has discouraged their efforts and commit-
ment to promote change. 
     Personal attitudes to the existing power relations be-
tween men and women, and traditional gender roles in-
fluence how development workers perceive their work 
in addressing strategic gender issues. Within themselves, 
development practitioners are grappling with contradic-

* This article is an executive summary of a study of the 
relationship between culture, values, experience, and 
development practice in Cambodia titled, Learning for 
Transformation. It is reproduced here with the 
permission of the authors. The full report can be obtained 
from Krom Akphiwat Phum and VBNK.   
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tory views of what is considered 'acceptable'. For exam-
ple, many are not sure that it is always wrong for a man 
to hit a woman. Many practitioners are struggling to un-
derstand what is meant by gender in the Cambodian 
context. In addition, 'gender and development' has been 
distorted to mean virtually anything to do with women. 
     'Foreign' development influences (capacity building, 
organisational culture and the expectations of donors) 
are being laid over the underlying formative influences 
of culture and trauma and are also impinging on devel-
opment practitioners' attitudes, beliefs and perceptions 
of their work. Certain values in Cambodian society such 
as conformity, respect and obedience, harmony and so-
cial stability are important in themselves and for the so-
ciety. The research explores how newer concepts such 
as empowerment, participation, gender equity and social 
justice are understood.  
     There is apparent tension within NGOs between em-
powering people so they dare to speak and protest injus-
tice and wanting them not to be so poor and powerless 
but also not wanting to create conflict or tension and 
disrupt the social order. Some of the characteristics of 
patron-client relationships are replicated within develop-
ment work. Patronage encourages dependence, gratitude 
and maintenance of unequal re-
lations, whereas participation 
assumes interdependence and 
equality. Respectful, trusting 
relationships between people 
who are not equals in the social 
order are difficult for many 
practitioners to envision. 
     In discussions with develop-
ment practitioners regarding 
acting on or implementing the development values of 
participation, social justice, empowerment and gender 
equity - even though all of these values were shown to 
be encouraging behaviours which are against the cul-
tural norms - it was only gender equity which was 
widely regarded as being 'against' Cambodian culture 
and tradition. 
     Non-governmental organisations (NGOs) as such are 
foreign to Cambodia. Formal training is but one ap-
proach to the building of capacity but it has been a cen-
tral focus of the efforts of many NGOs in Cambodia. 
This is reinforced by the expectations of the develop-
ment practitioners who believe that they need training 
(inputs) to develop their knowledge and skills. The de-
velopment of knowledge and skills has been important 
in building practitioners' understanding and confidence 
in beginning their development practice. However, 
training seems to have shied away from paying due at-
tention to the processes and changes in people's lives 
because (i) these are largely invisible and less tangible 
(ii) the focus has been on providing the goods and serv-
ices and helping to meet the recipients' basic needs 
(outputs) rather than outcomes. 
     Training courses have focused on the transmission of 
information, particularly the technical content and have 
not really challenged the development practitioner to 

discern their own values and to clarify how they fit in 
relation to development values. If the training is mainly 
technical it is not aimed at changing attitudes and per-
ceptions. The 'problem' is particularly apparent in the 
application of knowledge about gender. Most practitio-
ners have attended training on the theory of gender but 
the degree of internalisation and commitment varies 
from no discernible change in attitude or belief, to those 
who had embraced the concept to some degree. 
     The common reality in NGOs is hierarchical, auto-
cratic environments with much of the decision-making 
power resting with the director. Hierarchy, whether in 
the organisation or in the field, is not conducive to par-
ticipation or empowerment. It tends to diminish the 
sense of personal responsibility and self-discipline of 
staff. For many NGOs there is lack of clarity regarding 
their core values and these are not then evident in their 
organisational structures and behaviour. 
     The power imbalance in the donor-partner relation-
ships is an immediate and direct consequence of the do-
nor having the funds and the right to decide whether or 
not the 'partner' receives funding, and whether they will 
continue to receive funding. The imbalance inherent in 
donor/grantee relationships makes them particularly dif-

ficult relationships, even when 
the donor or support organisation 
is trying to be supportive and is 
sensitive to this. 
     The question of how we, as 
development practitioners, can 
facilitate the development proc-
ess with others if we do not un-
derstand how we ourselves have 
developed and are developing is 

crucial. It is suggested that if we ignore the need to 
change ourselves it is unlikely that we will be able to 
stimulate change in others. Practitioners tend to regard 
their own development process as something quite sepa-
rate to that which they are attempting in the village. 
However, there is an inseparable link between personal 
change and social change. If practitioners are not striv-
ing to be caring and compassionate in their personal be-
haviour they are unlikely to work effectively for a caring 
and compassionate society. Personal development re-
quires a disciplined process of self-reflection and con-
templation about the values and purposes of our lives, 
and the desire and willingness to change ourselves. 
     The orientation of the practitioner is of primary im-
portance for development practice. What a development 
practitioner brings to the situation is herself or himself. 
The skilled practitioner is the instrument of the develop-
ment process. A practitioner, acting out of a body of 
knowledge, and self-knowledge - who is conscious and 
self-confident and takes responsibility for his/her own 
prejudices and preconceptions - is more likely to be ef-
fective in facilitating social change. To listen well to 
others, to have the capacity to be empathetic, to be fo-
cused on creating and maintaining empowering relation-
ships, requires a well-balanced human being. 
     Development practitioners need to be conscious and 

Training courses have focused on 
the transmission of information, 

particularly the technical content 
and have not really challenged 
the development practitioner to 
discern their own values and to 
clarify how they fit in relation to 

development values. 
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clear about what change is desired, confident and free to 
respond to situations, open to possibilities, and able ‘see' 
what is there. What is needed is a conscious practice. 
Practitioners need to work on developing their own the-
ory of practice that is organic and not a set of rules, 
steps or tools that are to be mechanically followed. 
Much more discussion and debate is needed among 
Cambodian development practitioners to achieve clarity 
about the goal of their interventions and overall efforts. 
     The necessity to integrate the cultural dimension into 
development work is apparent. The case studies under-
taken by this research demonstrate how culture perme-
ates all aspects of the development practitioner's life. 
Practitioners need to understand the dynamics and struc-
tures of social relationships in rural society and be alert 
to cultural forces and the reality that hierarchical and 
patron-client relationships are replicated between devel-
opment practitioners and villagers, and between the di-
rector and the staff in many organisations. 
     Unless practitioners are liberated from their own 
fears they will be unlikely to be able to work in liberat-
ing ways with others. As the development practitioners 
themselves become free of fear and dependency and in-
crease in confidence, they become more able to hand 
over the power and responsibility to the people. In de-
velopment practice it is constructive if mistakes are seen 
as opportunities for learning. In order for this to happen, 
the practitioner must feel free to try new things or to ex-

plore new strategies that could respond to the real situa-
tion. This is unlikely if the culture of the organisation is 
such that practitioners feel they will be accused or 
blamed if they take initiative or if they dare to reveal 
their mistakes. 'Learning organisations' can only be cre-
ated when the environment appears safe. A safe environ-
ment of trust and cooperation has to be consciously built 
within an organisation - it does not happen automati-
cally. The value of each person's contribution needs to 
be acknowledged and celebrated if a team spirit is to de-
velop, along with a shared value that the organisation's 
efforts can always be improved upon.  
     Practitioners can use their own experience, through 
the principles of action-learning to improve their effec-
tiveness. However, this requires that they have the confi-
dence to trust that they can learn from their experience 
and not from outside experts.  
     Capacity building practitioners and trainers need to 
understand more explicitly what the people whose ca-
pacity they are endeavouring to strengthen are facing 
regarding the dilemmas of development practice in 
Cambodia. They also need to understand the situation of 
the practitioner in relation to their organisation, other-
wise their capacity building efforts may be of very lim-
ited value. Capacity builders need to be conscious of the 
factors - within themselves and within participants - 
which inhibit the facilitation of learning. 

Conclusion 
Despite a number of shortcomings in the data and infor-
mation analysed here, some tentative conclusions are 
still permissible. First, land governance has been weak; 
as a result the number of land plots registered and offi-
cially transacted is a small proportion of the total land 
plots in the country. This has contributed to a lack of 
regulation over land markets, which is a necessary con-
dition for markets to function efficiently in a free enter-
prise regime. Second, land markets are very unevenly 
developed, and there are several forms of land control 
and transaction that co-exist. This lack of uniformity in 
the land markets has resulted in more than one 'legal or-
der', and there is a lack of clarity about the correct pro-
cedures, rules and jurisdictions. Third, the formal proce-
dures for registering land transactions are more compli-
cated and expensive than informal procedures, thereby 
excluding the poor and under-privileged from the formal 
system. 
     Land transactions, like registrations, are concentrated 
in the provinces that are more commercially developed. 
Most buyers are from Phnom Penh. Land transactions 
rose rapidly in the early 1990s and peaked in 1996 and 
then began to decline. One reason for this trend is the 
economic slowdown that began in 1997 in the wake of 
political instability.  
     The principal reason for transactions not to involve 

the cadastral authorities is that the bulk of land parcels 
are not yet registered. There are also other reasons why 
land transactions have officially not involved the gov-
ernment. The fact that all official transactions require a 
tax payment is an impeding factor. Some people simply 
avoid the formal system because they do not have 
enough disposable cash to meet all the financial expen-
ditures associated with formal land transactions.  
     Finally, the prices as reported in the official records 
appear to be significantly under-estimated in order to re-
duce the tax liability. The collusion between cadastral 
and tax officials on the one hand, and buyers and sellers 
on the other, to report incorrect prices in return for infor-
mal fees and reduced tax payments is an important con-
cern in this regard. 
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Recent information suggests that the US might already 
be coming out of economic recession. Consumer confi-
dence has rebounded and the unemployment rate has 
declined. Repeated interest rate reductions have been 
stopped and the inflation rate has stabilised. In Asia as 
well, there are signs of recovery. Commodity prices in 
the world markets have again begun to look up. 

World Economic Growth 
To help the US economy recover from recession, the 
Fed has cut its interest rate eleven times in 2001, a rec-
ord in a calendar year. This brought the US Central 
Bank's interests on federal funds rate to 1.75 percent; 
the lowest in 40 years. The latest economic indicators 
appear to suggest that this aggressive monetary policy 
has begun to produce some positive results: consumer 
confidence is improving, business inventories are in-
creasing, the labour market is stabilising and recession 
in the manufacturing sector is easing.  
     However, for a sustained recovery, consumer spend-
ing and business investment need to grow. The problem 
is that both consumers and companies in the US are in 
deep debt. The excessive expenditures incurred during 
the boom period in the 1990s, which are the cause of 
high household and corporate debt, still inhibit further 
expenditures. The Fed typically cuts short-term interest 
rates during periods of depression in a bid to spur 
spending and bolster the economy, and raises them 
when it wants to make money more expensive and ward 
off possible inflation. That process has a huge rever-
beration on the world economy, which is still overly de-
pendent upon the health of the American economy. Ja-
pan appears to be sinking deeper into deflation. Except 
for Germany, Europe has avoided recession, but it is not 
as powerful an engine of global growth as is the US. 
     In Asia, economic trouble was more serious in 2001 
than expected. According to IMF's projections updated 
in December, world output is likely to have expanded by 
just 2.4 percent in 2001, compared to a growth of 4.7 
percent in 2000. For the Southeast Asian economies, 
that include Indonesia, Malaysia, the Philippines and 
Thailand, IMF expects a growth of 2.3 percent in 2001 
compared to 5 percent in the previous year. For the re-
gion's newly industrialised economies, that include 
Hong Kong, Singapore, Taiwan and South Korea, the 
IMF is forecasting a growth of just 0.4 percent in 2001, 
in contrast to 8.2 percent in 2000. Even China, whose 
export share constitutes a smaller proportion of GDP, 
and who has greatly benefited from the investment 
boom so far, is expected to experience a 7.3 percent 
growth against 8 percent in 2000. 
     Nevertheless, with growing indications that the 
global slump might soon be over, Asia's economies are 
preparing for an economic turnaround. Data suggest that 
there are improvements in key variables, and soon the 
region may once again be exporting its way out of trou-
ble. According to the Far Eastern Economic Review, 
signs of a revival in the demand of electronic products 
are already visible, with the prices of advanced chips 

doubling from their November-2001 lows. After the 
sharp decline in 2001, the Semi-Conductor Industry As-
sociation is predicting a better year in 2002, with global 
key products forecast to rise by 6 percent in 2002. They 
are expected to reach a growth rate of around 20 percent 
in 2003. With the US dollar widely forecast to retain its 
strength in 2002, and the Asian currencies generally ex-
pected to weaken in line with the Japanese yen, the 
Asian producers are likely to be the chief beneficiaries 
of any revival in the demand of technology products. 
One closely-watched leading economic indicator is the 
shipment-to-inventory ratio, which in the last quarter of 
2001 began to rise in both South Korea and Taiwan. 
Cambodia will obviously benefit from this worldwide 
economic recovery: primarily in garment exports and 
expansion of tourism. However, Foreign Direct Invest-
ment (FDI) will take time to rebound because of a tight 
competition for FDIs from other countries. 
 
World Inflation and Exchange Rates in the 
International Markets 
Prospects of worldwide economic recovery have re-
sulted in mixed trends in inflation rates around the 
world. In the US, the inflation rate declined to 1.1 per-
cent in January 2002 from 2.1 percent in October 2001. 
In Japan, the inflation rate declined to -1.4 percent in 
January 2002 from -0.8 percent in October 2001. In the 
Euro area, however, the inflation rate increased slightly 
to 2.5 percent in January 2002 from 2.4 percent in Octo-
ber 2001. In Asia, most economies experienced similar 
changes; in China and Taiwan, inflation rates increased 
slightly between October 2001 and January 2002, while 
in Hong Kong, Singapore and South Korea, inflation 
rates continued to decline. 
     In the exchange rate markets, between December 
2001 and mid-March 2002, the US dollar remained sta-
ble against the euro and the Japanese yen, trading re-
spectively at 1.12 euro and 132 yen per US dollar. How-
ever, on a day to day basis, fluctuations have been rela-
tively strong, ranging from 1.10 to 1.15 euro per US dol-
lar, and from 127 to 133 yen per US dollar. During the 
same period, the US dollar depreciated slightly against 
most Asian currencies. For example, the Singapore dol-
lar traded at about 1.82 to a US dollar in mid-March 
2002, down from 1.84 at the end of December 2001.  

Commodity Prices in the World Markets 
Commodity prices in the world markets seem to have 
reacted quickly to the prospects of worldwide economic 
recovery. Prices of almost all strategic commodities in-
creased during the first quarter of 2002. The price of 
first quality rice in Bangkok recovered significantly, 
trading at $190 per tonne in January 2002, up from $170 
per tonne in November 2001. The price of rubber fol-
lowed the same trend, trading at $610 per tonne in Janu-
ary 2002, up from $560 in November 2001. The prices 
of soybean and palm oil have, however, essentially re-
mained stable. Moreover, it is noted that prospects of a 
worldwide economic recovery have had a significant 
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upward impact on the prices of crude oil. Crude oil in 
Dubai traded at $23 per barrel in mid-March compared 

to about $17 per barrel in December.   
By Sok Hach 

Economy Watch—External Environment 

Table 1. Real GDP Growth of Selected Trading Partners, 2000–2001 (percentage increase over the previous year) 
  2000    2001   2000 2001* 
 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1-Q4 Q1-Q4 
Selected ASEAN countries           
  Cambodia         -         -         -         -         -         -         -         - 4.0 4.5 
  Indonesia 3.2 4.1         5.1 5.2 4.0 3.5 3.5 4.1 4.8 4.0 
  Malaysia 11.9         8.7         7.7 6.6 3.2 0.5 -1.3 -0.5 8.6 0.8 
  Singapore 9.1 8.0       10.4 10.5 4.5 -0.9 -5.6 -7.0 9.9 -3.0 
  Thailand 5.2         6.6         2.6         3.1         1.8         1.9 1.5         2.1 4.3 1.5 
  Vietnam         -         -         -         -         -         - -         - 6.8         5.0 
Selected other Asian countries           
  China 8.1 8.3        8.2 7.3 8.1 7.8 7.0 6.6 8.0 7.5 
  Hong Kong 14.1       10.8      10.8 6.8 2.5 0.5 -0.3 -1.6 10.5 -0.4 
  South Korea 12.7         9.7        9.3 4.6 3.7 2.7 1.8         - 8.8 2.0 
  Taiwan 7.9         5.4        6.6 4.1 1.1 -2.4 -4.2 -2.7 6.0 2.5 
Selected industrial countries           
  Euro-11 3.8         3.9        3.3 3.0         2.5         0.2 1.3 0.6 3.4 1.5 
  Japan 2.4         1.1         0.5 2.5         0.2        -2.9 -0.5 -1.9 1.7 0.0 
  United States 5.3 6.1         5.2 3.4 2.7 1.2 0.6 0.4 4.9 1.0 
Source: the International Monetary Fund,  The Economist, * CDRI Estimates based on the IMF, ADB and World Bank Projections 

Table 2. Inflation Rate of Selected Trading Partners, 2000–2001 (percentage increase over the previous year) 
  2000    2001   2000 2001* 
 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1-Q4 Q1-Q4 
Selected ASEAN countries           
  Cambodia 0.1 -2.3        -1.4 0.5 -0.8        0.1 -0.4 -0.6 -0.8 0.0 
  Indonesia -0.6 6.1         5.7         9.1 11.1         12.1 12.7 3.7 8.0 
  Malaysia 1.5 1.4         1.5 1.7 1.5 1.6 1.4 1.2 1.5 1.6 
  Singapore 1.1 0.8         1.5 2.0 1.7 1.7 0.8 -0.2 1.4 1.7 
  Thailand 0.8 1.6        2.2 1.6 1.8 2.6 1.7 1.1 1.5 2.5 
  Vietnam -1.7 -2.4        -2.2 -0.4 -1.4 -.0.8 - - -1.7 0.0 
Selected other Asian countries           
  China 0.1 0.1         0.3 0.6 1.3 1.6 0.8 -0.1 0.3 1.0 
  Hong Kong -5.1 -4.4        -2.9 -2.2 -1.8 -1.3 -1.1 -1.3 -3.7 -1.5 
  South Korea 1.5 1.4         3.2 2.9 4.3 5.3 4.3 3.4 2.3 4.5 
  Taiwan 1.1 1.4         1.0 2.0 -1.0 -0.0 -0.5 -0.6 1.4 0.0 
Selected industrial countries           
  Euro-11 2.0 2.1         2.5 2.7 2.5 3.1 2.7 2.2 2.3 2.5 
  Japan -0.7 -0.7        -0.7 -0.5 -0.1 -0.5 -0.8 -1.0 -0.6 -0.5 
  United States 3.2 3.3         3.5 3.4 3.4 3.4 2.7 1.9 3.4 3.5 
Source: the International Monetary Fund,  The Economist, * CDRI Estimates based on the IMF, ADB and World Bank Projections 

Table 3. Exchange Rates of Selected Trading Partners Against the US Dollar, 2000–2001 (period averages) 
  2000    2001   2000 2001* 
 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1-Q4 Q1-Q4 
Selected ASEAN countries           
  Cambodia (riel) 3,822 3,845     3,912 3,906 3,925 3,932 3,953 3,932 3,871 3,935 
  Indonesia (rupiah) 7,391 8,287     8,712 9,297 9,780 11,242 9,558 10.365 8,422 10,236 
  Malaysia (ringgit) 3.80 3.80       3.80 3.80 3.80 3.80 3.80 3.80 3.80 3.80 
  Singapore (S$) 1.69 1.72 1.73 1.74 1.75 1.81 1.77 1.83 1.72 1.79 
  Thailand (baht) 37.4 38.6       40.9 43.3 43.2 45.4 44.8 44.3 40.1 44.4 
  Vietnam (dong) 14,053 14,075   14,120      14,556 14,670 14,999 15,084 14,168 14,827 
Selected other Asian countries           
  China (yuan) 8.28 8.28       8.28 8.28 8.28 8.28 8.27 8.28 8.28 8.28 
  Hong Kong (HK$) 7.78 7.78   7.79 7.79 7.80 7.80 7.79 7.80 7.79 7.80 
  South Korea (won) 1,125 1,116     1,115 1,167 1,272 1,306 1,295 1,290 1,131 1,901 
  Taiwan (NT$) 30.7 31.7 32.8         32.1         32.4 34.6 34.6 34.7 31.8 34.1 
Selected industrial countries           
  Euro-11 (euro) 1.01 1.07       1.10 1.15 1.08 1.15 1.11 1.12 1.09 1.12 
  Japan (yen) 107 107  108 110 118 123 121 125.5 108 122 
Source: the International Monetary Fund,  The Economist, * CDRI Estimates based on the IMF, ADB and World Bank Projections 

Table 4. Selected Commodity Prices on the World Market, 2000–2001 (period averages) 
  2000    2001   2000 2001* 
 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1-Q4 Q1-Q4 

Hardwood (logs) - Malaysia ($/m3) 189.4 192.7 192.1 186.0 171.0 163.8 159.4 146.2 190.1 160 
Hardwood (sawn) -Malaysia ($/m3) 641.0 633.2 592.7 529.8 507.0 492.2 482.0 471.8 599.2 488 
Rubber – Malaysia ($/ton) 729.9 744.4 712.2 696.6 632.0 628.9 597.7 549.4 720.7 602 
Rice - Bangkok ($/ton) 239.8 204.5 185.4 185.1 182.0 164.7 170.4 173.3 203.7 173 
Soybeans – USA ($/ton) 212.3 223.0 200.7 209.0 202.0 186.7 205.6 188.0 211.3 195 
Crude oil – Dubai ($/barrel) 24.3 25.0 27.6 27.5 24.0 25.1 23.9 18.2 26.1 23 
Gold - London ($/fine ounce) 290.2 280.2 276.5 269.2 264.0 267.7 274.7 278.4 279.0 271 
Source: the International Monetary Fund,  The Economist, * CDRI Estimates based on the IMF, ADB and World Bank Projections 
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Cambodia's economic performance in 2001 was not par-
ticularly affected by the sluggish global economy or the 
terrorist attacks on September 11, 2001. Real GDP 
growth for 2001 is projected to be in the range of 4-5 
percent, and total economic output at US$3.2 billion. 
The prime movers behind this momentum have been the 
growth registered in exports, mainly apparel products, 
and tourism. Rice production, in spite of disruption by 
floods, reached 4.1 million tonnes in 2001 and there was 
a surplus of 0.36 million tonnes in 2001. The long 
awaited recovery in the construction sector, meanwhile, 
did not materialise, and foreign direct investment too 
continued to contract for the third-consecutive year in 
2001. Even though there was increased money supply 
(in riels) in the market during 2001 to meet the expenses  
of the Commune Council Elections, the average infla-
tion rate in Phnom Penh city continued to be negative 
for the second consecutive year in 2001. A price defla-
tion thus prevailed, both in Phnom Penh (-0.6 percent) 
and the provinces (-1.6 percent), during 2001. The riel 
depreciated slightly against the US dollar but appreci-
ated against the Thai baht and Vietnamese dong. In the 
meantime, foreign trade increased 5.1 percent to US$3.3 
billion; exports rose by 4.1 percent to US$1.4 billion 
while imports increased by 5.8 percent to US$1.9 bil-
lion. Gross foreign reserves with Cambodia’s Central 
Bank reached US$550 million at the end of 2001 
(equivalent to 3.2 months of imports of goods and serv-
ices), increasing from US$484 million at the end of 
2000. Gross investment, in contrast, declined to 17.6 
percent of the GDP (down from 19.2 percent in 2000). 

Economic Activity   
The share of Cambodia’s GNP from services and indus-
try sectors has been rising continuously, while from ag-
riculture, it is proportionately falling. The services sec-
tor in 2001, representing 46 percent of GDP and em-
ploying 17 percent of workers, was the strongest, with a 
growth of nearly 7 percent. The industrial and agricul-
tural sectors rose by only 5 percent and 1 percent, re-
spectively. The industry sector, representing 24 percent 
of GDP in 2001, employed about 7.6 percent of total 
workers; in contrast, agriculture contributed only 30 per-
cent of the GDP though it absorbed up to 77 percent of 
the total workers. The industrial growth experienced a 
robust expansion due to export in the garment industry, 
while the services sector has been buoyant due to tour-
ism accelerated by an open-sky policy.   
     The apparel industry, Cambodia's largest employer in 
the industry sector, has continued to grow despite appre-
hensions about possible adverse effects the event of 
September 11th, 2001, and the decline in the number of 
garment factories in Cambodia – they fell from 220 in 
2000 to 186 in 2001. Although there was a reduction in 
the number of producers and the stock of capital, ex-
ports continued to surge ahead in 2001, with total ex-
ports reaching US$1.1 billion (a 13 percent rise over 
2000). This increase has mainly been achieved through 
an increase in productivity of capital (about 35 per-

cent) – many factories now operate two shifts. Of the 
total garment exports, US$793 million (71 percent) 
worth were shipped to the United States, and US$305 
million (27 percent) worth to the European Union, while 
exports to other markets reached US$14 million. In 
2001, apparel exports to the US rose by 6 percent over 
2000, while to the EU they rose by 38 percent over this 
period. There was no significant growth to other mar-
kets. Exports to EU markets have been rapidly rising in  
recent years; this growth may have resulted from Cam-
bodian exporters increasingly recognising the depth of 
the EU markets, in addition to a three-year special pref-
erential trading status that EU granted Cambodia in 
April 1999. For maintaining and expanding export ca-
pacity, however, Cambodia needs to think about reach-
ing out to other apparel markets outside the US and EU. 
Fortunately, as of now, the US government has extended 
the garment-trading agreement with Cambodia for an-
other three years, to be effective from January 1, 2002 
through till December 31, 2004. The agreement allows 
Cambodia’s garment products to enter the US under 
MFN status, though it limits apparel products to 12 cate-
gories. However, questions regarding the long term 
sustainability of the industry remain unanswered.   
     The garment industry has made a huge contribution 
hugely to Cambodian society; among its benefits are in-
comes from quota auction and employment of a large 
number of workers. The competition for export to the 
US and Europe, however, will soon intensify, as the 
number of garment producing countries, including 
China, join the WTO. Moreover, the Multifibre Agree-
ment (MFA) terminates in 2005. The competition will 
thus become stiff even though that China will not be 
permitted full access to developed countries' markets 
immediately. Cambodia has so far not been able to take 
full advantage of having preferential access to the US 
and EU markets. This has been a shortcoming in itself. 
Next, high costs and low quality standards have re-
mained impediments. Thus, it will be a daunting task to 
maintain this emerging industry in the future. 
     Tourism, the country’s second foreign exchange 
earner, continued to grow in spite of the global eco-
nomic downturn, the September 11, 2001 events, and 
the military response in Afghanistan that is likely to con-
tinue. Cambodia’s tourism sector managed to maintain a 
moderate growth in 2001. The total foreign visitor arri-
vals to the country (by air, sea and land) reached 0.66 
million persons (a nearly 30 percent rise over 2000). Of 
the total visitor arrivals, about 465,000 entered Cambo-
dia by air, 29 percent of whom flew in via direct interna-
tional flights to Siem Reap. Compared to 2000, the total 
visitor arrivals by air rose by 16 percent, while those fly-
ing directly to Siem Reap, by 54 percent. Other holiday-
makers, who arrived by sea and land, rose by 71 percent, 
to 197,000 persons. Poipet (at the Cambodia-Thailand 
border) was gateway to the largest number of tourists 
not travelling by air.  
     CDRI's recent surveys in Siem Reap showed that 
most hotel owners and tour operators envision an opti-
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mistic and profitable time ahead with regard to tourist 
arrival and hotel occupancy. In Siem Reap, there were 
47 hotels and 112 guesthouses at the end of 2001 - they 
rose from 36 hotels and 70 guesthouses in 2000. Hotel 
occupancy rates have also risen by about ten percentage 
points over 2000, but because of the growing number of 
hotels and guesthouses and the consequent competition, 
many hotel owners have reduced their tariff rates by be-
tween 5-15 percent. Despite rising the number of tourist 
volumes rising, the proportion of revenue accruing to 
Cambodians is not quite as high as that being accumu-
lated to foreign investors. CDRI's preliminary estimates 
point at that only about 35–45 percent of the money 
spent by tourists remains in Cambodia. However, de-
spite this disproportion between local and foreign inves-
tors, many Siem Reap inhabitants are enjoying the 
growing influx of tourists, as well as the advantages of 
the improving infrastructure. 

Inflation and Foreign Exchange Rates 
Deflation slows down economic performance. Accord-
ing to the National Institute of Statistics, Cambodia ex-
perienced deflation for the second consecutive year in 
2001. The average consumer prices in Phnom Penh fell 
to –0.6 percent in 2001 (they fell –0.8 percent in 2000). 
The declining prices primarily resulted from a drastic 
drop in the core CPI, mainly food (–2.7 percent) and 
energy (–1.1 percent). The CPI in the provinces also de-
clined; the average deflation rate hit a record low in the 
fourth quarter of 2001, reaching –1.6 percent. Declining 
prices of oil and rice have deepened the deflation in the 
provinces. Deflation could adversely affect producers' 
profits and employment.  
     The value of the riel continued to lose ground 
slightly against the US dollar through 2001, trading at 
an average of 3,935 riels per one dollar: it depreciated 
from 3,879 riels/US$ in 2000. As stated earlier, the riel 
was generally strong against the Thai baht and the Viet-
namese dong, which may have resulted from the dollar-
pegged exchange rate policy being followed, and the 
large-scale dollarisation of the economy. Dollarisation 
could help reduce the risk premium, and avoid currency 
and balance of payments crises.  
     Prices of oil declined slightly in 2001; the average 
trading price of gasoline was 2,083 riels per litre and of 
diesel, it was 1,521 riels per litre. However, the oil price 
in Cambodia has remained higher than that in Thailand 
and Vietnam. High oil prices in Cambodia could have 
adverse effects on its economic growth. 

Poverty Situation – Earnings of Workers  
CDRI’s survey of vulnerable workers conducted in Feb-
ruary 2002 showed that there was a significant rise in 
their daily incomes compared to November 2001 in the 
city of Phnom Penh. However, only five out of the ten 
vulnerable groups surveyed, earned more daily income 
compared to February 2001.  
     The average income of motorcycle-taxi drivers in 
Phnom Penh increased by about 43 percent compared to 

what it was in the same period last year; also it is higher 
now than at anytime in 2001. Likewise, restaurant work-
ers earned about 36 percent more than they did a year 
ago. Possible reasons are the Chinese New Year in Feb-
ruary 2002 and an increase in tourism. About 40 percent 
of motorcycle-taxi drivers interviewed reported that their 
income was enough to support their families. CDRI also 
conducted an income survey of motorcycle-taxi drivers 
and restaurant workers in Siem Reap town. The survey 
found that the daily income of the motorcycle-taxi driv-
ers in Siem Reap was about 50 percent higher than that 
in Phnom Penh: earning approximately 23,400 riels (US
$6) per day. Also, the restaurant workers in Siem Reap 
earned twice as much (almost 6,000 riels per day) as 
those in Phnom Penh.  
     The Chinese New Year appears to have brought more 
business to Phnom Penh in 2002. The income of skilled 
construction workers, porters and cyclo-drivers in-
creased by 2.9 percent, 11.5 percent and 15.2 percent, 
respectively, in February 2002 compared to February 
2001. However, up to 40 percent of the porters and cy-
clo drivers interviewed reported being indebted; hence 
they had to work harder to both payback loans as well as 
feed their families. The incomes of unskilled workers, 
scavengers and small vegetable sellers rose somewhat 
since November 2001. However, they were lower than 
those in February 2001, partly due to excessive crowd-
ing of workers in this segment of the market. 
     Even though garment industry workers are still earn-
ing reasonable wages, CDRI's survey in February 2002 
showed that wages of these workers declined by 6.4 per-
cent between February 2001 and now, and dropped 13.3 
percent between November 2001 and now. Two reasons 
were reported. First, overtime work has been reduced for 
the existing workers, and new workers are employed for 
the night shift. About 79 percent of the workers inter-
viewed reported a decrease in overtime work compared 
to November 2001. Second, according to the workers, a 
number of factories have recently employed a new cost-
reduction strategy. They recruit temporary workers and 
pay them lower wages. While the minimum monthly 
wage for a regular worker is $45, the wage given to a 
temporary, floating worker is $30. Temporary workers 
could easily be laid off. Nonetheless, 62 percent of the 
garment workers were optimistic about their future pros-
pects. The expenditure of each worker for living was 
approximately US$20/month, which was spent on food, 
accommodation, transportation, clothing and personal 
care. Eighty six percent of the garment workers reported 
that they saved some small amount to support their fami-
lies. Each worker spent around 2,000 riels on food per 
day, which is just enough for low quality food.  
     In a survey of five markets, 48 percent of the vendors 
interviewed reported an increase in their sales in Febru-
ary 2002 compared to November 2001. Food sellers en-
joyed the highest increase (64 percent), followed by 
clothes sellers (40 percent). Sales of luxury items and 
cosmetic goods, however, increased marginally. 
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Monetary Developments  
According to the National Bank of Cambodia (NBC), 
extra Cambodian riels were injected into the market 
through 2001, reaching 577.8 billion riels in December 
2001, up from 494.6 billion riels in December 2000. Al-
though the number of riels in circulation increased by 50 
billion, the value of the riel against the dollar remained 
steady. Foreign currency deposits in Cambodia’s com-
mercial banks continued to increase gradually – the total 
deposits reached 1,545.8 billion riels in December 2001, 
up from 1,245 billion riels in December 2000. In con-
trast, the riel deposits with the commercial banks fell by 
32 percent, to 30.9 billion riels, down from 45.0 billion 
at the end of 2000. The slump in deposits in riels could 
represent a sliding confidence in the riel. In sum, the 
total liquidity of the banking system (as of the end of 
2001) rose by 20.6 percent compared to 2000.  
     Meanwhile, government deposits in NBC continued 
to rise, reaching 75 billion riels by the end of 2001. In 
2000, in contrast, the government owed 3 billion riels to 
the bank. Credits extended to private sector, by the com-
mercial banks, rose 4 percent, to 933 billion riels. This 
increase represented the growing activities of private 
sector companies in the recent years. Private sector de-
velopment has recently become an important agenda of 
the Cambodian government. Development of private 
sectors is a key factor to boost economic activities. 

Public Finance  
Cambodia's budgetary policy has continued to aim at 
expanding revenue mobilisation, mainly through raising 
taxes and limiting expenditure on non-priority activities. 
According to revised figures of the Ministry of Econ-
omy and Finance, the total revenue receipts in 2001 
reached 12.2 percent of GDP (1529.3 billion riels). 
They, however, represented only 93 percent of the 
planned-target of 2001, in spite of growing garment ex-
ports and tourism. This shortfall has apparently been 
caused by a drastic decline in custom duties on imports. 
Nevertheless, the 2001 total revenue receipt was 7.5 
percent higher than that of 2000. Duty rates from im-
ports would further decline in the future due to proposed 
reductions in tariff rates, which is a requirement of 
ASEAN/AFTA. According to Cambodia’s 2002 Fi-
nance Law, the country’s 2002 revenue is expected to 
rise to 13 percent of its GDP. A number of fiscal re-
forms introduced in mid-2001, it is believed, will help to 
achieve the target. The reforms include introducing a 10 
percent tax to be levied on entertainment services, ex-
panding VAT coverage to another 150 additional firms, 
improving visa-fee mobilisation through introducing a 
sticker system while stamping the Cambodian visa, re-
viewing the contract of ticket sales to Angkor Wat, and 
taking measures to tackle smuggling and tax evasion.  
     The government’s total spending, including foreign 
financed spending, reached 2,332 billion riels in 2001.  
Of the total expenditure, social administration outlay 
amounted to 455 billion riels, military spending 405 bil-
lion riels, general administration 254 billion riels, and 

economic administration 151 billion riels. The rest was 
spent on capital expenditure. Military spending contin-
ued to dwindle, amounting to only 3.2 percent of the 
GDP in 2001, down from 3.8 percent in 2000. The Fi-
nance Law plans to spend only 3  percent of the GDP on 
military in 2002. 

Private Investment and Employment 
Foreign and private investors, who are the key contribu-
tors to Cambodia's economic activities, suffered from a 
continuing slump for a third-consecutive year in 2001. 
According to the Council for Development of Cambodia 
(CDC), only 48 new investment and expansion projects 
were approved, worth US$218 million, in 2001. Com-
pared to 2000, new investment projects declined by 
nearly 50 percent and new fixed assets invested fell by 
18 percent. New investment in garment factories, has 
reduced considerably. As per the CDC records, only 19 
garment factory projects were approved, worth US$26 
million in fixed assets in 2001. Compared to 2000, the 
number of new garment making projects dropped by 62 
percent, and incremental fixed assets declined by 66 per-
cent in 2001. Sliding foreign direct investment has con-
tinued to put downward pressure on the expansion of 
garment factories, and hence industrialisation, in Cam-
bodia. There may be more than one deterrent to invest-
ments in Cambodia. Many investors and domestic entre-
preneurs alike have complained about smuggling, high 
cost of utilities, costs associated with the bureaucracy 
and unfair competition due to weak commercial laws or 
weak law enforcement: these are important impedi-
ments. Local producers demand that the government 
should nurture domestic industries and restrict imports 
of particular products. These issues have recently been 
acknowledged by the government, and the concerned 
governmental bodies have vowed to tackle the con-
straints. Despite this, the slowdown of foreign invest-
ments has continued to cast a dark shadow over the 
country’s ability to provide productive employment to 
its emerging labour force. According to CDRI's esti-
mates, Cambodia needs between US$0.5 to US$1.0 bil-
lion in productive investment annually to provide jobs 
for its rapidly growing domestic labour force – and only 
part is forthcoming. 

Foreign Aid and External Debt 
The World Bank and Asian Development Bank 
(combined) disbursed US$89.3 million in the form of 
loans to Cambodia in 2001. Of this amount, US$52.4 
million are to be used for infrastructure rehabilitation 
(project aid), US$31.4 million for social funds (project 
aid), US$4.6 million for budget support and US$0.9 mil-
lion for technical assistance. Since 1993, Cambodia has 
borrowed continuously from the World Bank and ADB, 
and by the end of 2001, Cambodia’s total official debt 
reached about US$490 million.  

 
By Chea Huot and Pon Dorina 

Economy Watch—Domestic Performance 
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Economy Watch—Indicators 

 1994 1995 1996 1997 1998 1999 2000 2001* 
GDP at current prices (billions of riels) 6,220 7,200 8,330 9,150 10,600 11,640 12,036 12,625 
GDP at current prices (millions of dollars) 2,420 2,925 3,155 3,050 2,790 3,050 3,119 3,208 
GDP per capita (dollars) 245 284 295 276 244 259 244 245 
Growth rate of real GDP (1993 prices) 4.0 6.7 8.0 0.6 1.7 6.6 5.0 4.3 
  Agriculture 5.2 10.3 2.0 2.8 0.9 1.3 -2.4 1.0 
  Industry 4.8 9.0 19.3 0.4 14.0 8.9 14.6 6.9 
  Service 2.6 2.4 10.5 -1.5 -2.1 11.0 7.5 5.8 
Inflation (in riels, final quarter basis) 17.8 3.5 9.0 9.1 12.6 0.0 0.5 -0.6 
Riel/dollar parity (annual average) 2,569 2,462 2,641 3,000 3,800 3,820 3,859 3,935 
Budget revenue (percentage of GDP) 9.5 8.9 9.0 9.6 8.9 11.3 11.8 12.1 
Budget expenditure (percentage of GDP) 16.2 16.7 17.3 13.8 14.7 16.6 17.4 18.5 
Current public deficit (percentage of GDP) -1.4 -0.8 -1.2 0.7 -0.2 1.6 1.6 1.3 
Overall public deficit (percentage of GDP) -6.7 -7.7 -8.3 -4.1 -5.8 -5.3 -5.6 -6.4 
Exports of goods (percentage of GDP) 10.6 10.8 11.4 17.9 21.8 24.8 36.1 38.3 
Imports of goods (percentage of GDP) 22.6 24.4 29.3 31.8 41.4 41.2 48.4 50.6 
Trade balance (percentage of GDP) -11.9 -13.6 -17.8 -13.9 -19.6 -16.4 -12.3 -12.3 
Current account balance (percentage of GDP) -10.6 -14.0 -16.8 -12.1 -17.8 -13.6 -9.2 -8.3 
External contribution to the economy (percentage of GDP) 16.9 21.0 21.2 14.5 18.3 16.4 14.5 13.4 
Total savings (percentage of GDP) 19.2 22.1 27.6 22.3 26.3 23.6 19.3 18.3 
Gross foreign reserves (months of imports) 1.4 1.7 2.0 2.3 3.1 3.1 3.1 3.3 
Population (million) 9.9 10.3 10.7 11.1 11.4 11.8 12.8 13.1 
Labour force (percentage of population) 41.1 41.2 41.4 41.6 41.9 42.2 42.5 42.9 
Sources: Government data and CDRI. * Estimated by CDRI         

Table 1. Cambodia: Main Macro-economic Indicators, 1994–2001 

Table 2. Destination of Garment Exports, 1994-2001 
 1994  1995  1996  1997 1998 1999 2000 2000 2001    

 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q4 Q1 Q2 Q3 Q4 

 

United States 0.0 0.02 0.1 26.8 74.1 121.5 187.5 187.9 189.3 192.9 198.0 212.9 

Rest of the world 1.0 6.6 19.6 30.0 20.5 17.0 58.8 77.3 62.8 68.8 102.7 89.0 

Total 1.0 6.6 19.7 56.8 94.5 138.5 246.3 265.2 252.1 261.7 300.7 301.9 

 Percentage change over previous year 
Total – 560 200 187 66 47 78 100 29 16 0.5 13.8 

Source: Ministry of Commerce, Department of Trade Preferences Systems (1994-2000, quarterly average) 

Millions of dollars 

Table 3. Passenger Arrivals by International Flights at Pochentong and Siem Reap Airports, 1994-2001 
 1994  1995  1996  1997 1998 1999 2000 2000 2001    

 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q4 Q1 Q2 Q3 Q4 

 Thousands of passengers 

Tourist visas 27.9 38.7 55.3 46.3 38.1 44.9 57.4 66.6 64.6 53.2 53.5 58.1 

Business visas 7.1 10.6 15.8 13.9 10.7 16.0 20.6 14.7 20.0 23.2 20.9 18.3 

Official visas 3.3 3.9 3.2 3.6 4.4 8.8 4.8 5.0 3.8 4.7 4.6 5.9 

Total Pochentong 38.3 53.2 74.3 63.8 53.2 69.7 82.7 86.3 88.4 81.1 79.0 82.3 

Total Siem Reap         -         -         -         - 2.6 7.15 33.4 32.2 41.9 23.6 30.5 36.6 

 Percentage change over previous year 

Total Pochentong  29.7 38.9 39.7 -14.1 -16.6 31.0 18.7 9.1 8.2 12.2 8.2 -4.6 

Total Siem Reap         -         -         -         -         - 175 367 166 111 59 52 13.7 
Sources: Ministry of Economy and Finance and Ministry of Tourism (1994-2000, quarterly average) 

 1994  1995  1996  1997 1998 1999 2000 2000 2001    
 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q4 Q1 Q2 Q3 Q4 
 Consumer price index (percentage change over previous year) 

Provinces - - - 6.1 16.3 6.2 5.4 10.4 4.8 1.3 -1.1 -1.6 
Phnom Penh - All Items -0.5 7.8 7.1 8.0 14.8 4.0 -0.8 0.5 -0.8 0.1 -0.4 -1.3 
                       - Foods -13.4 4.9 7.6 6.7 14.1 7.6 -3.3 -1.3 -2.6 -2.2 -2.4 -3.8 
                       - Energy -1.2 19.4 20.7 20.0 15.1 3.5 6.6 6.7 0.5 1.5 -3.0 -3.4 
 Exchange rates, Gold and Oil prices (Phnom Penh market rates) 

Riel per US dollar 2,582 2,479 2,666 3,029 3824 3832 3,879 3,906 3,925 3,931 3,953 3,932 
Riel per Thai baht 102 99 105 98 88 101 96.3 90.3 88.5 86.6 88.2 88.7 
Riel per 100 Vietnamese dong 23.5 22.3 24.0 25.6 28.6 27.8 27.4 27.3 26.9 26.8 26.4 26.1 
Gold prices (US dollar per chi) 45.8 45.9 46.3 40.4 36.0 34.0 33.3 32.6 32.0 32.0 33.6 33.0 
Price of Diesel (Riels/litre) 750 716 779 883 1,065 1,105 1,329 1,483 1,483 1,533 1,550 1,517 
Price of Gasoline (Riels/litre) 698 847 1,118 1,378 1,613 1,760 2,113 2,233 2,100 2,100 2,100 2,033 
Sources: CDRI, IMF, NIS, Ministry of Planning, Ministry of Economy and Finance  

Table 4. Consumer Price Index (CPI), Exchange Rates and Gold Prices, 1994-2001 (period averages) 



 

18 

AMBODIA DEVELOPMENT REVIEW                                 VOLUME 4, ISSUE 3, SEPTEMBER 2000 CAMBODIA DEVELOPMENT REVIEW                           VOLUME 6, ISSUE 2, APRIL-JUNE 2002 

 Economy Watch—Indicators 
Table 5. Average Daily Earnings of Workers, 1997–2001 
 Daily earnings (riels) 

 1997 2000   2001    2002 2001 2001 2002 
 Pre-Jul May Aug Nov Feb May Aug Nov Feb Aug Nov Feb 
Cyclo drivers 12,250 9,691 9,511 8,398 8,200 9,568 9,057 6,262 9,450 -4.8 -25.4 15.2 
Porters 9,675 8,002 8,068 6,893 7,300 7,058 7,189 5,000 8,137 -10.9 -27.5 11.5 
Small vegetable sellers 7,050 7,267 6,611 5,813 6,400 7,386 6,670 5,096 6,062 0.9 -12.3 -5.3 
Scavengers 4,155 4,969 4,186 3,006 3,900 2,670 2,686 3,393 3,350 -35.8 12.9 -14.1 
Waitresses* – 2,030 2,250 2,335 2,600 2,600 2,683 2,358 3,543 19.2 1.0 36.3 
Rice-field workers – 4,000 4,443 4,184 4,100 3,613 4,500 3,618 3,916 1.3 -13.5 -4.5 
Garment workers – 8,272 8,500 7,410 8,300 7,500 9,165 8,968 7,772 7.8 21.0 -6.4 
Motorcycle-taxi drivers – 12,100 11,044 9,522 10,000 12,050 10,559 9,791 14,327 -4.4 2.8 43.3 
Unskilled construction workers – 6,900 8,220 5,970 7,500 8,261 5,625 4,841 7,025 -31.6 -18.9 -6.3 

Skilled construction workers – 15,600 14,891 14,517 11,200 10,306 12,375 9,866 11,530 -16.9 -32.0 2.9 
Notes: Surveys on the revenue of waitresses, rice-field workers, garment workers, unskilled workers, motorcycle taxi drivers and construction workers 
began in February 2000; * Waitresses earnings do not include meals and accommodation provided by shop owners. Source: CDRI. 

Change from last year (%) 

Table 6. Monetary Survey, 1994-2001 (end of period) 
 1994  1995  1996  1997 1998 1999 2000 2000 2001    

 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q4 Q1 Q2 Q3 Q4 

 Billions of riels 

Net foreign assets 391 550 881 1,172 1,550 1,961 2,589 2,589 2,733 2,807 2,951 3,077 

Net domestic assets 59 99 31 -109 -435 -591 -759 -759 -834 -821 -827 -868 

  Net claims on government 143 148 128 54 141 111 3 3 -69 -82 -73 -75 

  Credit to private sector 237 293 435 637 682 731 898 898 905 947 992 933 

Total liquidity 450 650 912 1,063 1,116 1,370 1,831 1,831 1,899 1,985 2,124 2,209 

Money 200 279 329 385 466 515 540 540 548 544 569 609 

Quasi-money 250 371 583 678 655 855 1,291 1,291 1,351 1,441 1,555 1,600 

 Percentage change from previous year 

Total liquidity 35.1 44.3 40.3 16.6 4.9 22.7 33.6 26.8 9.6 8.4 18.5 20.6 

Money -1.9 39.5 17.9 17 21 10.5 4.9 1.5 -0.4 -0.4 5.4 12.8 

Quasi-money 93.2 48.1 57.2 16.4 -3.4 30.5 51.0 41.7 14.2 12.1 24.2 23.9 
Source: National Bank of Cambodia. 

Table 7. National Budget Operations on Cash Basis, 1994-2001 (billions of riels) 
 1994  1995  1996  1997 1998 1999 2000 2000 2001    
 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q4 Q1 Q2 Q3 Q4 

Total revenue 148 161 187 220 230 329 382 377 366 400 360 403 

Tax revenue 91 111 134 149 169 239 274 268 263 291 261 281 

  Customs duties 70 80 86 87 94 108 94 104 98 105 83 90 

Non-tax revenue 56 47 44 68 51 87 106 85 100 107 97 120 

  Forest exploitation 22 13 7 9 5 9 7 13 10 9 8 2 

  Post & Telecommunications 15 14 16 21 22 27 31 25 23 28 30 41 

Capital revenue 0 2 10 3 9 3 2 23 3 2 2 2 

Total expenditure 252 300 360 315 324 448 583 653 472 547 578 735 

Capital expenditure 84 128 157 113 92 156 244 223 217 239 253 268 

Current expenditure 168 172 203 202 245 291 339 430 255 308 325 467 

  Education and Health 23 25 31 32 33 70 86 150 27 47 52 217 

  Defence and Security 98 106 102 105 110 116 101 164 63 88 89 165 

  Other Ministries 48 41 71 65 83 103 159 116 59 139 167 272 

Overall deficit -105 -139 -173 -95 -95 -119 -201 -276 -106 -147 -218 -332 

Foreign financing 108 140 170 111 67 104 192 164 184 189 205 188 

Domestic financing -3 -1 3 -16 28 15 9 112 -77 -43 -13 144 
Source: Ministry of Economy and Finance: Quarterly average (1994-2000, quarterly average) 

Table 8. Investment Projects Approved, 1994–2001* 
 1994  1995  1996  1997 1998 1999 2000 2000 2001    
 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q4 Q1 Q2 Q3 Q4 
 Number of investment projects 

Total 46 51 75 34 35 24 24 13 11 13 12 12 
  Garment 27 30 36 12 21 11 13 7 4 7 6 2 
 Registered capital (millions of dollars) 

Total 116.0 89.0 97.8 69.5 104.1 61.7 25.6 24.5 5.1 15.2 15.2 93.4 
  Garment 26.8 28.0 39.2 8.6 22.9 13.9 6.4 4.0 1.0 6.0 8.8 2.0 
 Fixed assets (millions of dollars) 

Total 303.0 76.2 186.7 190.4 212.3 118.5 66.6 56.0 10.1 29.1 16.5 161.7 
  Garment 25.1 25.4 39.6 9.7 30.2 19.9 19.2 7.5 5.7 8.2 10.0 2.0 
Source: Cambodian Investment Board (1994-2000, quarterly average) * Including existing investment expansion projects 
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Land Transaction 
Exchange of ownership and control over land, between 
two or more entities, for a price. 
 
Land Title 
Ownership paper relating to land, appropriately authen-
ticated by the Cadastral Authority. 
 
Land Receipt 
A receipt issued by the government to a person control-
ling a land parcel, acknowledging the claim made by 
that person who own the land parcel. 
 
Land Tenure 
A condition, form of right or title, under which land is 
held by its owner (s). 
 
Agrarian Society 
A society that lives mainly by subsistence agriculture, 
using traditional means of cultivation.  
 

Cash Economy  
Economy in which transactions take place by means of 
cash rather than barter or reciprocity. 
 
Agro-equipment 
Machinery used for farming and related activities. 
 
Monoculture 
 Sowing and harvesting the same crop across farms, and 
in one season after another. 
 
Polyculture 
Co-existence of a multiplicity of crops, e.g. fruits and 
vegetables.  
 
Generalised Reciprocity 
Behaviour between individuals or groups, in which each 
gives and concedes labour, material goods or even 
goodwill, to the other. 
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CDRI 
In January 2002, CDRI hosted a delegation from the US 
House of Representatives, Ways and Means Committee. 
The purpose of their visit was to seek a better under-
standing of trade and labour issues in Cambodia. The 
delegation met with various stakeholders from govern-
ment, the private sector, and labour unions, and visited a 
number of garment factories. The annual CDRI consul-
tation with donors and partners, held in February, pro-
vided CDRI an opportunity to report on progress made 
in 2001, in implementing the 2001-2005 strategic plan, 
and to present the Institute's programme priorities for 
2002.  In March 2002, CDRI in collaboration with 
VBNK and the Canada-Cambodia Legislative Support 
project, began work on a baseline survey of current 
practice in the National Assembly and Senate. The 
study is to be completed in May. 
 
Research 
The Research Section completed a report on Land 
Transactions in Cambodia, which forms a part of 
CDRI's larger commitment to conduct policy-oriented 
studies on Land and Food Security. The Poverty Moni-
toring and Analysis Project was formally initiated in 
January 2002, with the joining of a National Project Di-
rector and a Deputy Director. The CDRI Research Di-
rector is providing part-time technical assistance to the 
PMA project until a full-time Senior Economist is re-
cruited. A National Seminar of the Poverty Forum was 
also held under the aegis of this project. Meanwhile, 
CDRI has begun to  prepare a proposal and framework 
for a long-term monitoring and research programme in  
support of decentralisation. Its aim is to strengthen local 
governance. 

Centre for Peace and Development 
Following the Commune Elections, the monthly COP-
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Cambodia Development Review is published four times a year in 
simultaneous English- and Khmer-language editions by the Cambodia 
Development Resource Institute in Phnom Penh. 

Cambodia Development Review provides a forum for the discussion of 
development issues affecting Cambodia. Economy Watch offers an  
independent assessment of Cambodia’s economic performance. 

Cambodia Development Review welcomes correspondence and 
submissions. Letters must be signed and verifiable and must include a 
return address and telephone number. Prospective authors are advised 
to contact CDRI before submitting articles, though unsolicited material 
will be considered. All submissions are subject to editing. CDRI reserves 
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CDRI Update 
CEL meetings will continue as “Conflict Prevention in 
Cambodian Elections” in preparation for the national 
election in 2003.  In February, CPD facilitated a meet-
ing of media stakeholders to discuss the role of provin-
cial media in strengthening decentralisation through 
commune councils. Thirteen leaders from women's 
NGOs and national institutions completed a course on 
conflict management and peacebuilding. A second 
Training for Peace course was also intiated. Mr Meas 
Savath joined the CPD team in February, thus further 
enhancing CPD's training and management capacity. 
Plans are under way for the dissemination of Mindful 
Mediation, a Buddhist guide to conflict management 
and peacebuilding, and for the revision of a Khmer-
English lexicon of peace and conflict terms. CPD net-
working activities during this period focused largely 
around the Commune Elections. The CPD also facili-
tated a dialogue between a US House of Repre-
sentatives delegation and garment sector trade unions. 

Publications 
New publications include the Khmer editions of Work-
ing Paper (WP) 19 on Land Tenure in Cambodia, WP20 
on Social Assessment of Land in Cambodia, and WP21, 
Cambodia 1999-2000, which presents an overview of 
the economy. Three issues of the monthly Flash report 
on the Cambodian Economy were also published in the 
first quarter.  

Library  
The CDRI library was recently designated by the World 
Bank to be a Regional Depository Library. The library 
currently holds over 6900 titles on economic and social 
development issues, and is open to the public from 7:30-
12:00 and from 2:00-5:30, Monday through Friday.    
 


	CDR. Volume 6, issue 2
	Land Transactions in Cambodia
	Agrarian Situatuin in Contemporary Cambodia
	Learning for Transformation
	Economy Watch—External Environment
	Economy Watch—Domestic Performance
	Economy Watch—Indicators
	Glossary
	CDRI Update


