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Forest Product Trade in Cambodia: A Case Study of Resin
Mr. Prom Tola and Mr. Bruce McKenney of CDRI‘s Natural Resources and Environment
Programme summarise findings from a study of resin trade, with a focus on trade
constraints and their impact on rural incomes.*

orest products play an

essentia role in support-

ing rura livelihoods in

Cambodia. Almost al
rural Cambodians depend on
forest products for cooking fuel
and construction materials, and
many collect resin, wild fruits
and vegetables, and other prod-
ucts to support income genera-
tion and food security. With
roughly 600,000 people living
in forest concession areas and
many more people living in or
near forests, the collection and
trade of forest products repre-
sents a significant part of Cam-
bodia's rural economy. How-
ever, with the bulk of attention
focused on commercia timber
management, this sector of the

Sealing a fishing boat with resin in Po Vilage, Kompong Chhnang.

economy is often overlooked.

CDRI recently conducted research on one forest
product (resin) to gain insights on how this trade affects
rural economies and forest dependent communities. The
objectives of the research include identifying constraints
on resin trade, assessing the impact of these constraints
on rura incomes, and making policy recommendations
that support the government’s objectives of reducing
poverty, ensuring food security, increasing ‘pro-poor’
trade, and improving forest management.

Tapping resin trees is a significant income generation
activity for many households living in the forested areas
of Cambodia. Resin is sold domestically for use in seal-
ing/caulking boats and exported for use in varnishes and
other products. Various case studies indicate that resin
tapping is widespread in forest areas, and an essential
income generation activity. For instance, a recent study
of four villages in Mondulkiri by the Wildlife Conserva
tion Society (WCS) found that 86 percent of households
tap resin, earning an average of $340 per year. Although
the overall scale of Cambodia’s resin production is diffi-
cult to estimate precisely, CDRI’s research, in combina-

*  Thisarticle summarises key findings from a
forthcoming CDRI Working Paper on resin trade.

tion with other studies, suggest that approximately
20,000 tonnes of resin are collected annually, and that
this activity provides a source of income for roughly
100,000 rural Cambodians. Total annual market/export
vaue of resin is estimated at about $6 million.

Collection of liquid resin involves cutting a tap in
medium to large trees (mostly Dipterocarpus species)
and burning the area briefly to stimulate the flow of
resin, which is then collected over time in plastic con-
tainers. Studies of resin tapping suggest that it does not
harm the trees and that tapping a tree can continue for
decades. However, because resin trees are also commer-
cialy attractive, many tappers have lost trees to com-
mercial (and illegal) logging in recent years.
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In selecting sites and trade routes for study, CDRI re-
viewed existing information to identify areas known for
significant resin production and high incidences of pov-
erty and food insecurity. In particular, CDRI took into
account an analysis by the World Food Programme
(2001) that identified 300,000 people living in 67
‘communes of concern’ — areas with high forest de-
pendence, forest loss, food insecurity, and poverty.
Based on the WFP findings and other reports on forest
products, CDRI decided to focus work in four areas:
Mondulkiri, Preah Vihear, Kompong Thom, and Oddar
Meanchey/Siem Reap. CDRI carried out more than 50
semi-structured interviews with traders, wholesalers, ex-
porters and domestic retailers in these areas between
August and November 2002.

Overview of the Resin Trade

Although resin-tapping activity may be found across
most of Cambodia's forested areas, it is most prevalent
in the north and northeast regions. From these areas,
resin is often transported significant distances to domes-
tic markets around the Tonle Sap, south to the Mekong
Plain region, and for export. CDRI estimates that about
3,000—4,000 tonnes of resin are used for sealing boatsin
Cambodia each year. Most domestically consumed resin
appears to be of an inferior quality (thicker consistency)
to exported resin. CDRI observed that significant quan-
tities of poor quality resin are being collected in Kom-
pong Thom province, where resin prices are substan-
tially lower than elsewhere.

Although domestic markets for resin are significant,
the vast majority of resin is currently exported, primarily
to Vietnam. Unfortunately, little is known about the fi-
nal use of resin exports. Some traders interviewed for
this study suggest that resin exports are re-exported to
China. Other studies of resin use in Southeast Asiaindi-
cate resin may be used in varnishes, or in some cases as
afixative for perfumes but it is unclear if the resin vari-
ety collected in Cambodia could be used for these pur-
poses. CDRI was unable to obtain/confirm information
about the final uses of Cambodia’s resin exports.

Resin trade in Cambodia typically involves the sale
of resin from tappers to a marketing chain that includes
traders, wholesalers, exporters and domestic retailers:

Traders travel to tapping villages, some of which

may be in remote forest areas, to purchase resin.

They typicaly travel by motorbike and are capable of

carrying about 200 kg of resin (six to seven contain-
ers). This resin is then brought to a more centra or
semi-urban areafor saleto awholesaer.
Wholesalers purchase resin from traders and villag-
ersand stock it until they have enough for a shipment
(usually about 1-2 tonnes). They often provide
credit/capital to traders to support the purchase of
resin. Before shipping, many wholesalers filter the
resin in a rudimentary manner to improve resin qual-
ity, especidly if the resin is intended for export.
Wholesalers may transport the resin to the market/
border themselves or hire independent transporters.
Exporters aggregate resin from wholesalers and
transporters for export. In some cases, exporters filter
resin if wholesalers have not done so. Export ship-
ments range in size from 1-20 tonnes.

Domestic retailers purchase resin from traders and
wholesalers. They are typically located in provincia
markets or nearby fishing areas where the high num-
ber of boats creates a demand for resin.

Analysis of Resin Trade Routes

CDRI identified four major resin trade routes for study:
Keo Seima district (Mondulkiri) to Memot district
(Kompong Cham) and on to the Vietnamese border.
Theng Meanchey district (Preah Vihear) to Sourng
district (Kompong Cham) and on to the Vietnamese
border.
Kompong Thom town and Kompong Thmor district
(Kompong Thom) to Phnom Penh
Anlong Veng district (Oddar Meanchey) to Chong
Khneas (Siem Reap)

For each trade route, CDRI collected information on
trade practices, prices and margins, business costs
(capital, operating, and working capital costs) and fees.
The main quantitative findings from this research are
summarised in Table 1. As expected, business costs are
largely correlated with the distance of the trade route.
Hence, the highest business costs (354 rielgkg) are for
trade from Preah Vihear to Kompong Cham/Vietnam.
Business costs for trade from Mondulkiri are also high
due to the remoteness of tapping villages and the poor
quality of roads.

In addition to typical business costs (transport, labour
and storage equipment), there are significant fees im-
posed on the trade of resin. Depending on the trade

Table 1. Margin and Cost Analysis of Resin Trade in Cambodia for Four Trade Routes

Trade Route 1:
Mondulkiri-Kkompong

Margin and Cost Analysis

Preah Vihear-Kkompong

Trade Route 2: Trade Route 4:

Oddar Meanchey-

Trade Route 3:
Kompong Thom-Phnom

Riel/kg $/tonne

Riel/kg

$/tonne Riel/kg $/tonne Riel/kg $/tonne

Price paid to tappers 759 194

414

105 261 67 437 111

Export/market price 1275 325

1250

319 675 172 861 220

Price margin (tappers to export/market) 515 131

836

213 414 106 423 108

Total trade costs (costs from tappers to 226 58

export/market, excluding fees)

354

90 175 45 127 32

Fees 120 31

240

61 82 21 109 28

168 43

Profit margin?

241

61

155 40 187 48

Fees as % of total costs 35%

40% 32% 46%

Fees as % of “potential” profit2 42%

50% 35% 37%

1 This margin represents profit in cases where business owners have included their wages within their operating costs. If they are not paying them-
selves a daily wage as part of operating costs, this margin reflects net revenue.
2 Potential profit is equal to the price margin (tappers to export/market) minus total trade costs (excluding fees).

2
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route, these fees amount to $21-$61 per tonne of resin.
At 32-46 percent of total business costs, fees represent
the highest cost component for trading resin from tap-
ping villages to the market/border.

Fees paid on resin transport affect the potential prof-
its of al involved with resin production and trade. It
does not matter who actually pays the fee since costs
may be passed on. As one trader put it, “when the
authorities raise the fees, | cannot pay all of it and make
a profit, so | must reduce the price | pay to villages for
resin.” But traders also note that these lower prices can
cause a reduction in the amount of resin supplied by tap-
ping villages. At present, fees absorb a significant pro-
portion of potentia profits — from 35 to 50 percent de-
pending on the trade route. Such losses can have a sub-
stantial impact on the income and food security of resin
tapping households, especialy since most of these fami-
lieslivein areas facing chronic rice-deficits.

For example, based on the average fees paid in Mon-
dulkiri, households in the four villages studied by WCS
may incur income losses of up to $82 per year due to
fees! As WCS notes, these households only grow

To transport resin across provinces within Cambodia
requires approval of the PFO and a transport permit
obtained from the Department of Forestry and Wild-
life (DFW) in Phnom Penh. A fee of 315 Riels’kg
must be paid to either DFW or the PFO.

To export resin reguires approval from the PFO, a
transport permit from DFW, and approval of an ex-
port license from the Ministry of Commerce and
Council of Ministers. In addition to 315 rielgkg, the
exporter will be charged a ‘service fee' equal to one
percent of the total value of the resin exported plus a
royaty fee (CDRI was unable to determine the offi-
cia amount of the royalty fee).

The System in Practice

The official system of permits, licenses and fees is ex-
tremely difficult for those in the resin trade to follow in
practice because of its high burden and cost. Thisis es-
pecialy true for small businesses, which lack the means
to pay fees or to travel to Phnom Penh to obtain atrans-
port permit or export license. Although a few large
wholesalers obtain official resin transport permits from

enough rice to cover consumption
needs for approximately four
months. Income from resin sales is
used to purchase rice for the remain-

The official system of
permits, licenses and fees is
extremely difficult for those

DFW, irregular enforcement alows
these wholesalers to ship more resin
than is alowed under the permit.
CDRI was unable to identify any ac-

der of the year. Indeed, CDRI ob- i the resin trade to follow in torsin the resin trade who hold an

served wholesalers in Mondulkiri di-
rectly exchanging rice for resin. For
resin tapping households in Mon-

practice because of its high
burden and cost.

export license, and this was con-
firmed by a DFW representative
who informed CDRI that no one has

dulkiri, the removal of fees could provide the means to
purchase up to 400 additional kilograms of rice per
year — enough to support the rice consumption of a
household of five persons for five or six months.

Finally, in addition to the fees actualy paid, it isim-
portant to note that trade inefficiencies and costs are
also caused by the threat of fees. Resin traders will go
to great lengths to avoid paying high fees, since their
payment would result in a business loss rather than
profit. For example, rather than shipping resin effi-
ciently in alarge truck (and paying high fees), it is com-
mon in Kompong Thom to ship smaller quantities of
resin in the trunks of taxis. While shipping via severa
taxis raises transport costs, traders have calculated that it
is cheaper than a truck shipment subject to fees. Like-
wise, traders in Mondulkiri refrain from using nearby
roads to the Vietnamese border because the fees are too
high, opting instead to go a longer distance and export
resin viaMemot in Kompong Cham.

Permit, Licensing and Fee Requirements
With the aim of forest management and revenue genera-
tion, the government has established a number of per-
mit, licensing and fee requirements to transport and ex-
port Cambodia's non-timber forest products (NTFPS).
For resin transport and export, the government officially
requires the following:
To transport resin within a province requires ap-
proval of the Provincial Forestry Office (PFO). No
payment is officialy required.

applied for aresin export permit since 2000.

Technically, almost all resin trade and export is con-
ducted on an illegal basis because of the difficulties of
compliance. Consequently, the system generates almost
no official government revenue. What the system does
provide is a basis from which local authorities and offi-
cials can justify the collection of informal fees. Similar
systemic problems exist for other forest products. For
example, the loca market price of a wooden pole in
Siem Reap is 800 riels, but the officia royaty rate
charge is 1000 riels per pole. It is clearly impossible to
pay the official rate and earn a profit.

The government appears to recognise some of the
problems with its NTFP permit and licensing system and
hasindicated an interest in reviewing the system and im-
proving market conditions. As stated in the National
Poverty Reduction Strategy 2003-2005:

The Forestry Law will be reviewed as information on
its effectiveness and implementation is gathered. The
system of fee and permits on NTFPs will also be re-
viewed in consultation with local user groups. Addi-
tionally, efforts should be made to remove barriers to
marketing NTFPs (especially resin), since NTFPs can
be harvested without negatively affecting the forest and
are of great importance for rural household economy.

This review of the Forestry Law should begin with a
reconsideration of Article 40, which states: “[a] trans-
port permit is required for any third party who buys
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NTFPs for commercial purpose from a local commu-
nity, in accordance with the provisions of this Law and
after payment of any applicable royalties and premi-
ums.” Since resin and most other NTFPs are widdy
traded outside of the areas in which they are collected,
this section of Article 40 places permit and royalty re-
quirements on most NTFPs. The associated fees repre-
sent an additional cost to NTFP marketing that, in turn,
drive down the prices that NTFP collectors receive for
their products.

Recommendations for Improving Resin
Trade and Rural Livelihoods

Consistent with government objectives to reduce pov-
erty, ensure food security, increase ‘ pro-poor’ trade, and
improve forest management, CDRI offers the following
recommendations:

1. The eimination of resin transport permit, licensing
and fee requirements. The current system of require-
ments does not work; there are severa justifications for
ending it rather than trying to revamp it.
The ‘custom’ is to trade. Resin has historically been
transported from forest areas for use in fishing areas
and for export. Forest communities have little use for

Serves no significant forest management purpose.
Resin tapping does not negatively affect the forest. In
fact, income generation from resin provides a strong
incentive for tappers to protect the forest areas with
resin trees. If the current permit and fee system were
eliminated, resin prices at the forest gate would likely
rise, giving tappers an even stronger incentive for
forest protection.

Serves mainly as a basis for charging informal fees
rather than official government revenue collection.
For most involved in the resin trade, compliance with
the current system is impossible because they lack
the means to pay high fees or to make the necessary
trips to Phnom Penh to apply for permits and li-
censes. As a result, the current system functions
mainly as abasis for informal fee collection.

May discourage the establishment of community for-
est management. Communities need incentives to
manage and protect nearby forest areas. Reducing
the potential income that communities can earn from
forest products by imposing fees will not encourage
responsible management. Moreover, a permit and li-
censing system that cannot be complied with does
not set a good example for community forest manag-
ers who may be looking for management models.

resin other than in some cases as a

sealant for their own boats or for The current system of 2. Enforce Article 29 of the Forestry
torch making. In short, resin supply requirements does not Law prohibiting the harvest of resin
has always been far greater than the work; there are several trees. While CDRI’s research focused
demand in forest communities. justifications for ending ©On resin trade, not resin tapping, several
Tradeis necessary. To dlow thecol- ~ it rather than trying interviewees noted that the resin supply

lection of resin without a permit (as
stated in Article 40.B.1 of the For-

to revamp it.

has been reduced or stopped altogether
from some areas due to logging activity.

estry Law) is not meaningful if the trade of resin then
requires a transport permit and royalty fees (Article
40.B.5.).

Inconsistency with national poverty reduction and
food security objectives. As indicated by the World
Food Programme (2001), poverty and food insecurity
are common in many forest dependent communities.
These communities rely on income from forest prod-
ucts to purchase rice during deficit periods. Clearly,
fees that amount to $21-$61 per tonne of resin re-
duce this livelihood income. Eliminating these fees
S0 that forest communities can earn a higher income
would be a more effective approach to rural develop-
ment than charging fees on resin and then, when a
rice deficit is faced, trying to reach these remote ar-
easwith food aid.

Inconsistent with national pro-poor trade objectives.
Spearheaded by the Ministry of Commerce (MoC),
the government is currently promoting pro-poor
trade. As part of this effort, the MoC has highlighted
the need to reduce high fees involved with the export
of milled rice, estimated to be $14 per tonne in 2000.
It would be consistent with pro-poor trade initiatives
to address the fee system for resin as well since much
resin is exported, fee rates for resin are significantly
higher than rice, and many of the poorest communi-
tiesin Cambodia depend on resin.

Reforming policies that govern the trade of resin will
not be meaningful if the source of resin production is
lost. The government should be commended for prohib-
iting the cutting of resin trees in the Forestry Law of
2001. The challenge will beto enforceiit.

3. Support the identification of new markets and
value-added processing opportunities for resin. The
majority of resin collected in Cambodia is exported with
little or no processing, much of it going to Vietnam from
where it may be re-exported. Eliminating the permit, li-
censing and fee system for resin would reduce market-
ing costs and, in effect, ‘legalise’ the trade. In turn, this
would open up opportunities for investment in value-
added processing and encourage entrepreneurs to seek
out potentially high-value end-use markets to which
Cambodia could export directly.

Endnote

1 The amount of loss to tappers will vary depending on
the extent to which fees are passed on from export-
ers, wholesalers, and traders, causing lower resin
prices at the forest gate. If fees were reduced, compe-
tition among traders to purchase resin suggests much
of the benefit would be passed on to tappers.

Continued on page 16
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The Rural Labour Market
iIn Samrong Torng

Mr. Chan Sophal, a Researcher with CDRI,
examines the earnings derived from agricul-
tural activities and the opportunities for off-
farm and non-farm work in a typical wet
season, rice cultivating commune in Kom-
pong Speu Province.*

Introduction

Emerging from decades of civil war and strife Cambo-
dia has achieved marked economic growth, averaging
about 5 percent per annum over the past decade. How-
ever, the benefits of this growth have been concentrated
in urban areas. Agriculture, which until recently was
adequate for subsistence, has only grown about 1.5 per-
cent per annum on average in the past decade. Due
mainly to the baby boom of the 1980s, the rapid expan-
sion of the labour force has outpaced the creation of
jobs in the non-agricultural sectors. Cambodia is, there-
fore, facing the significant challenge of job creation for
a labour force that is growing by about 200,000 every
year. Since agricultural expansion has its physical and
institutional limits, expansion of non-farm and off-farm
employment will play acritical role in providing income
to the rural poor. The rural economic structure has to
change, especidly if part of the forests and water bodies
areto be preserved.

Following the preferential trade status provided by
the USin 1996 and the EU in 1997, Cambodia achieved
a remarkable inflow of foreign direct investment in the
garment industry making it the country’s leading indus-
try (Sok, Cheaand Sik 2001). There are around 220 gar-
ment factories, employing about 160,000 workers, most
of whom are young women from rural areas. However,
this is clearly not sufficient to meet the expanding de-
mand of the labour force. As was the case in a number
of developing countries studied by Ellis (2000), many
rural residents in Cambodia are engaged in other forms
of work to supplement their farm income, which occu-
pies them for only about 2-3 full months in a yesr.
Based on a survey of nine villages distributed across the
major ecosystems in Cambodia, Chan and Acharya
(2002) estimate that agriculture contributes only 29 per-
cent of the total income of rural households. The rest of
income is derived from hiring out labour including out-
migration (17 percent), exploiting common property re-
sources (22 percent), small trades or business activity
(29 percent) and other income (4 percent). Surprisingly,
the structure of income does not vary greatly from one
region to another.

* This article is the result of a study conducted in
collaboration with the Institute of Developing
Economies/JETRO in Japan. The study was funded by
IDE/JETRO.

In Cambodia, about 85 percent of the population live
in rura areas and nearly 80 percent are engaged in agri-
culture, forestry and fisheries (Royal Government of
Cambodia 2001). About 75 percent of the population
describe themselves as paddy rice farmers' and around
85 percent of paddy rice is cultivated in the wet season.
Among these wet season rice-cultivating communities it
is, therefore, important to understand how people make
their living producing rice. Due to limited resources this
study takes the case of one commune that shares charac-
teristics typical to most Cambodian communes that cul-
tivate wet season rice. In this way, findings from the sur-
vey can be said to reflect many other communes.

Employment

The concept of ‘employment’ or ‘unemployment’ does
not apply as well in the context of rural Cambodia as it
does in other countries, though the concept of ‘under-
employment’ does. As indicated in previous national
surveys and the 1998 census, Cambodias unemploy-
ment rate was around one percent only. However, what
does one percent unemployment actually mean when
most people do not earn livable wages and about 40 per-
cent of rural residents are till under a poverty line of
less than half adollar aday?

The current study does not aim to assess the unem-
ployment rate in the commune. Instead, it details the ex-
tent to which people work, and how much they earn
each day. Is the earning adequate for poverty reduction?
Which months in the year are people most busy or likely
to have jobs? Moreover, in which months are people
free for the majority of their time? The different types of
jobs, age groups and gender are aso explored.

The survey found that most people rarely work more
than 200 days a year despite the fact there is no differ-
ence between weekdays and weekends for Cambodian
rural farmers. Only men aged 25-44 work for about 200
days a year. Except for the 15-24 age group, women
work less days than men, but this does not include un-
paid housework such as taking care of children and
cooking. As for the youngest age group, women have
more days (153 days/year) to work than men (127 days/
year). Thisis mainly because numbers of young women
in the commune found employment with garment facto-
riesin Phnom Penh.

Concerning the seasonality of employment, a similar
pattern is observed between males and females. The pe-
riod between October and November is the slowest time
in the year. On average, people do not work more than
10 days a month during this period. The busiest months
are December, which is rice-harvest time, and July to
August, which is the rice-transplanting period. On aver-
age, rice cultivation, which lasts around six or seven
months between June and December, keeps people busy
for only about two and a half months. The most inten-
sive period is for transplanting and harvesting, which
lasts about 15 days each. The rest of the time is spent on
preparing soil and taking care of weeds, and to a certain
extent, water control.
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During the dry season of January to April, when rice
is not cultivated, palm sugar is produced, which keeps
men busier than women. Pam sugar production has
been on the decline due to increasing fuel costs, while
the price of palm sugar has not risen in the wake of
competition from other kinds of imported sugar. The
supply of wood for processing palm juice has been
gradually decreasing owing to over-exploitation of the
resources. The consequence is that smaller numbers of
households now produce palm sugar and they have
lower returns. Reportedly, about 70 percent of the
households in the commune cultivated palm sugar in
1997. Our survey found only 40 percent of the house-
holds continue to do this. Asfor income, average net re-
turn is among the lowest in the commune, standing at
1,534 riels a day for one adult labourer in 2002. This
should be reduced if child labour is counted. For the

about 154,000 riels a year from their own rice produc-
tion. If the person aso produces palm sugar (which is
the case for about 40 percent of the working age popula
tion) they earn about 79,000 riels more. An average
worker therefore, who only undertakes both these activi-
ties, earns only about 233,000 riels or $60 ayear. Thisis
only about 'one third' of what is needed to live around
the poverty line, not to mention the need to support
other family members? Clearly, rural workers badly
need additional work and the potential for additional
employment opportunities forms the main question of
this study.

The study found a number of cash earning jobs were
available for the residents of the Samrong commune,
which is located about 60km southwest of Phnom Penh.
Only 20 percent of working age males and 32 percent of
females undertook jobs inside the commune to earn

sake of useful comparison, a net
return from adult labour in rice

An average worker therefore...
cultivation was about 2,000 riels €arns only about 233,000 riels or

some cash, each spending, on
average, 94 days in the year
2002. The average earning for a

a day in 2001. However, the $60 a year. This is only about '‘one job within the commune was

drought in 2002 brought the fig-
ure down to 966 riels. Aswill be

third' of what is needed to live
around the poverty line, not to

about 3,000 riels a day for men
and 2,300 riels for women,

shown below, an average daily mention the need to support other though the jobs were not neces-

wage for undertaking paid work

family members.

sarily the same.
It is of interest to note that

was around 3,000 riels.

The Variety of Jobs and Earnings
Table 1 shows the extent to which each category of em-
ployment involves male and female rural labourers aged
between 25-64. Almost all people in this age group did
some work in the year 2002. Ninety-one percent of
males and 83 percent of females were engaged in rice
cultivation (Columns 1 and 2). Of these people, each
spent an average 2.5 months on the activity (Columns 1
and 2). The second largest job of the year for the com-
mune seems to be pam sugar production, though, as
discussed above, the net return seems to be among the
lowest. 43 percent of men and 34 percent of women
were engaged in the activity, each spending an average
88 days and 69, respectively. As for chamkar or other
crop production, only 1 percent of male workers and 2
percent of female workers were occupied, spending, on
average, no more than 20 days per annum.

A worker spends 77 days each year in paddy produc-
tion. In a good year, a net return from this labour is
about 2,000 riels a day. Therefore, one worker earns

Table 1. Percentage of People Undertaking Different
Jobs and the Average Number of Days.

% people doing Average days of

Male Female Male Female
All jobs in the year 98% 99% 168 159
Rice cultivation 91% 83% 79 75
Palm sugar production 43% 88 69
Chamkar 1% 2% 19 9
Cash earning jobs 20% 32% 104 88
inside commune

daily wage rates for both men and women undertaking
work in the commune are generaly lower during the
first half of the year than in the second. This could re-
flect the greater demand for labour during wet-season
rice cultivation.

There appears to be more cash earning jobs available
outside the commune and, as expected, the wage rate is
also higher outside. Thirty-eight percent of working age
men and 22 percent of the women found cash earning
jobs outside the commune. However, each working
male had an average 105 days work, while each working
female had 195 days work. Thisis mainly because male
workers do more short-term work in construction, small
trade and other work, while female workers opted for
longer terms of employment, mainly in the garment fac-
tories, which pay a higher rate than agriculture.

Only 26 percent of both males and females of the
working age population had some form of cash earning
job to do in the commune. As much as 87—90 percent
did not have any cash-earning job to do in the commune
during any month of 2002 (Table 2 overleaf). Fewest
jobs were available between September to November,
and between the rice transplanting and harvesting peri-
ods. Since rice production in the commune is of subsis-
tence nature, very few people found paid work in farm-
ing within the commune. When there was farm work,
which was mainly between July-August (transplanting)
and December (harvesting), the daily earning was on av-
erage about 3,500 riels or about $0.90 per worker.

Three to 8 percent of the working age population
were engaged in small trade or small business activities
such as making thatch from palm leaves, selling grocer-
ies, and selling cakes throughout the year. Relatively
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Table 2. Availability of Cash Earning Jobs and Daily Earnings inside
Commune

% not having

Farm Small_trade/ Other jobs cash earning
work business job inside
% having | Daily earn- (% having| Daily |% having Daily
job ing job earning job earning

Jan 1% 3,333 7% 1,952 5% 2,613 87%
Feb 0% 7% 1,906 6% 2,528 87%
Mar 0% . 8% 1,868 5% 2,516 87%
Apr 0% 5,000 7% 1,826 5% 2,571 87%
May 1% 4,000 6% 2,364 5% 2,653 89%
Jun 2% 7,778 6% 2,304 5% 2,795 87%
Jul 5% 3,565 4% 3,565 5% 2,676 86%
Aug 8% 3,500 3% 3,008 5% 2,863 84%
Sep 2% 3,200 3% 2,008 5% 2,714 90%
Oct 0% 4,000 4% 3,319 5% 2,726 91%
Nov 1% 3,000 4% 3,725 5% 2,726 90%
Dec 4% 3,442 4% 2,225 5% 2,635 87%

mune for some time in the year. However,
within a particular month, less than 17 per-
cent of the working age population found
work outside the commune, however, they
might sometimes find more than one job a
month (Table 3).

Five to six percent of the 17 percent
that found work outside the commune
(most of whom were young women), were
employed in garment factories, each earn-
ing around 6,500 riels if calculated per
day. This wage rate is highly comparable
to the rate earned by construction workers,
which were mostly men. Garments are the
leading sub-sector in the industrial sector
of the present Cambodian economy. How-

more people, about 6-8 percent, did these activities in
the first half of the year, compared to 3-4 percent in the
second half. However, daily earnings were around 2,000
riels for the first half of the year but 3,000 riels for the
second half. Many more women than men are in this
category of cash earning jobs, reflecting a traditional di-
vision of labour.

Aswell asthe activities indicated above, about 5 per-
cent of the working-wage residents in Samrong had
other kinds of employment within the commune includ-
ing working as soldiers, local policemen, teachers,
nurses and other local authority occupations. These ap-
pear to be permanent jobs as virtually the same propor-
tion of the working age population was employed for
every month of the year 2002 and the wage was more or
less the same, standing just around 2,600 riels a day.

It should be noted that earnings from either small
trade/business activities or ‘other’ jobs were smaler
than earnings derived from farm labouring. This is
mainly because farm work is the hardest job in terms of
labour intensity and is available for only afew days at a
time. The former jobs are mostly less intensive in terms
of time and labour, and are of alonger-term nature. The
other factor is that farm work requires many people at
the same time, raising the price of labour. As discussed
below, beside farm employment, there are very few jobs
available. The opportunity cost of la-
bour is so small that people would do

ever, as revedled in Table 3, a small per-
centage (about 5 percent) of the labour force could find
work in thisindustry.

Garment workers have to consume very minimal
amounts of food in order to be able support their family,
who earn about $100 each year from traditional rice cul-
tivation. Our survey found that many garment workers
could send home about $30 a month. Consequently, a
single worker would save about $300 a year, far greater
than savings derived from household rice production.
Households with two young women to work in garment
factories are generally among the better-off in the vil-
lage. Many houses were built as aresult of savings from
garment industry. A trickle down effect was definitely
observed in the Samrong commune. This is, however,
achieved at a cost to the medium and long-term well-
being of the workers, who are eating and living poorly
in order to save. Nevertheless, from the viewpoint of the
labour market, ‘little is better than nothing’. There ap-
pears to be a substantial l1abour surplusin the rural areas
and the opportunity cost of the labour is very small.

There are not many people who trade outside the
commune. Only 1-3 percent of the working age popula-
tion were engaged in trade during any month of the year
in 2002. Daily earnings were around 4,500 riels aday in
the first half of the year, compared to 2,500 riels in the
second half of the year.

Table 3. Cash Earning Jobs Outside the Commune

anything for even a return of around Garment Construction ‘ % having no

1,000 riels. factory Trade work Other jobs jobs outside
There is not enough work to do %with | Daily | %with | Daily | %with | Daily | %with | Daily

within the commune. Residents are job earning job |earning| job |earning job |earning

forced to migrate to other areas, espe- Jan 5% | 6,521 3% | 4,409 3% | 6,571 9% |3,527 83%

X . Feb 5% | 6,521 3% | 4,636 3% | 6,500 8% |3,267 83%
cially Phnom Penh, to_ f'_nd employ- Mar 5% | 6522 3% | 4,409 3% | 6,393 8% |3,275 84%
ment to supplement the|r Income. The Apr 5% | 6522 3% | 4,636 3% | 7,000 8% |3,299 84%
survey employed detailed questionsto [, 5% | 6548 | 1% | 8833 | 1% | 6,000 5% 3,136 88%
identify what employment the Sam- [, 5% | 6548 | 1% |12,125 | 1% | 5667 5% |3,771 88%
rong residents found outside the com- [y 5% | 6,575 1% | 2,500 0% | 5,500 5% |2,841 88%
mune. Aug 6% | 6572 1% | 2,375 1% | 7,000 5% 2,641 88%

As presented above, 38 percent of |sep 6% | 6,419 1% | 2,500 1% | 6,200 5% | 4,724 88%
males and 22 percent of femalesin the |oct 6% | 6,609 2% | 2700 | 0% | 5500 5% | 4,590 87%
worki ng age population were engaged Nov 6% 6,675 2% | 2,800 1% | 6,500 5% |[2,625 86%
in cash earning jobs outside the com- | Pec 6% | 6,675 2% | 2,667 0% | 6,000 4% 2,583 87%
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Construction is a very large sub-sector in the indus-
trial sector of the Cambodian economy, second only to
manufacturing. As in any other country, construction in
urban areas draws significantly on rural labour. Phnom
Penh has experienced remarkable growth in construc-
tion, receiving about 600—800 applications annually for
construction of houses, apartments, and hotels (CDRI,
Flash Report on the Cambodian Economy, January
2003).2 More construction work is available in the dry
season. Therefore, 3 percent of the Samrong commune
labour force could find work in this sector between
January-April, while only one percent, or less, could do
s0 between May and December. Earnings do not vary
remarkably from month to month, the average being
around 6,300 riels a day.

Beside the above-mentioned jobs, around 5-8 per-
cent of the labour force were engaged in other jobs for
some months of the year. These jobs included moving
soil, moto-taxi driving, and other forms of hiring out la-
bour. The average earnings were about 3,500 riels a day.

The survey found no significant employment in agri-

keeps about 40 percent of the labour force busy for
about 1.5 months. Returns from this household job are
about 1,500 riels, which is among the lowest. This tradi-
tional industry is losing out due to increased costs of
fuelwood and severe competition from imported sugar.
There are not many cash earning jobs at all inside the
commune. In any particular month, only about 13 per-
cent of the working age population find some work pay-
ing about 3,000—4,000 riels a day. About the same pro-
portion of the labour force have opportunities to earn
some cash outside the commune, notably in the garment
factories. Returns from this employment are about 6,500
riels, about the same as construction work. These earn-
ings are higher than other jobs identified in the survey.
While policy conclusions should not be drawn
from the study of one commune, there is no denying that
there is an urgent need for job creation for the rapidly
expanding labour force to make aliving. The challenge
facing Cambodia is the need to create these jobs and ex-
pand opportunities for income generation, especialy in
rura aress.

culture and fisheries outside the
commune obtained by Samrong
residents. This is mainly because
Kompong Speu province is not
well endowed with rice and fish-
ery production. Evidently, Kom-

pend more on non-agricultural ac-
tivities to earn cash.

The survey found that high
‘underemployment’ is
prevalent in rural Cambodia.
Most people do not have jobs
to do all round the year even
pong Speu residents have to de- though they would accept low
earnings of just $0.50 per day.

Endnotes

! This may be miseading be-
cause rice cultivation employs
farmers for only about 2-3 months
each year. Although other jobs are
more financialy important, many
Cambodians till call themselves
farmers.

Conclusion

Despite the fact that food production has been rising
gradually, it is widely accepted that off-farm and non-
farm employment is critical to rural livelihoods in Cam-
bodia. An average farm of one hectare, growing paddy
rice in the wet season, provides an income of around
$100 per annum: thisis far from sufficient to meet sub-
sistence needs that require about $1,000 for arura fam-
ily of six to live above the poverty line.

Population growth is causing atomization of land,
leading to deterioration of farm income and landless-
ness. Thereis, therefore, greater and greater dependence
on off-farm and non-farm employment. Cambodia's
modern sectors including garment, construction and
tourism have experienced rapid growth, but they still
only absorb a small proportion of the labour force.
Other available jobs are of a more informal nature, such
as petty trade and hiring out unskilled labour for heavy
work.

The survey found that high ‘underemployment’ is
prevalent in the commune. Most people do not have
jobsto do al round the year even though they would ac-
cept low earnings of just $0.50 per day. Household rice
cultivation occupies rural residents (about 66 percent)
for only about 2-3 months each year, providing a return
of about 2,000 riels a day for adult labour if there are no
droughts or other disasters. Palm sugar production,
which is most common in Kompong Speu province,

2 The poverty line for rural area was 1,777 riels ac-

cording to the Socio-economic Survey of 1999
(Ministry of Planning 2000). Consequently, for one
year, one person (average of children and adults)
needs (1,777 riels x 360 days) or 639,720 riels per
annum just to reach the poverty line.

These are formal applications. Thereis aso construc-
tion of a considerable numbers of small buildings
that are not on Municipal record.
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Human Insecurity:
A New Map of Cambo-
dian Vulnerability

In this introductory article, Mr. Taylor Owen
sets the concept of human security in its his-
torical and theoretical framework, demon-
strates its utility using the Cambodian con-
text, and briefly outlines his research in
measuring and mapping security threats.*

During a recent internship at the Cambodia Develop-
ment Resource Ingtitute, Mr. Taylor Owen conducted
research on the concept of 'human security’. The re-
search challenges the traditional notion of security and
puts forward a new paradigm and methodology for as-
sessing vulnerability and threats to human security in
Cambodia

According to traditionalist security studies, which are
solely focused on violent threats, Cambodia would be
deemed secure — a prognosis that marginalises what
may be avery serious situation. In fact, the present study
demonstrates that Cambodia is not a safe place; people
are at great risk from a number of potential harms.

What the author seeks to demonstrate, is that using
the concept of human security, a much more meaningful
picture of the threats facing Cambodians can be assem-
bled, and the proper degree of threat assessed. The study
of human security data will enable the Cambodian con-
dition to be presented with clarity and poignancy to the
policy-making community.

Conceptual Framework

The end of the Cold War saw a major transition in secu-
rity studies. Up until 1989, what we now refer to as
‘tradition security’ or ‘national security’ dominated the
field. In this view of security, the state acts as the refer-
ent object. It is responsible for the preservation of terri-
torial integrity, domestic order, international affairs and
most importantly, the protection of its citizens. In this
view, the primary threat to the state, and subsequently to
its people, is the force of other states. Interstate war is
the primary security concern.

This realist view of international relations came into
question with the fall of the Berlin wall, and the subse-
quent string of successful secessionist movements (for a
definition of Realism see Waltz, 1979). All of a sudden,
the traditional controlling mechanism of the Westpha-
lian state system no longer seemed reliable. The world
was now fractured, and the new components could not
be trusted to play by Cold War rules. Often the state,
either did not have the capacity to care for its citizens,
whether it be from poverty or natura disasters, or, asin

* Mr. Taylor Owen is a graduate student at the University
of British Columbia, Canada. He conducted research at
the CDRI from October 2002 to January 2003.

the extreme cases of Yugoslavia and Rwanda, was ex-
plicitly responsible for the insecurity of the very people
it was meant to protect.

It was this new type of instability that led to the chal-
lenging of the notion of traditional security by such con-
cepts as cooperative, comprehensive, societal, collective
and human security (Baylis 1997). Although al move
away from afocus on inter state relations, human secu-
rity takes the most dramatic step by making the referent
object, not the state, society or community, but the indi-
vidual.

“ Security” says Kofi Annan, “ can no longer be nar-
rowly defined as the absence of armed conflict, be it
between or within states. Gross abuses of human
rights, the large-scale displacement of civilian popu-
lations, international terrorism, the AIDS pandemic,
drug and arms trafficking and environmental disas-
ters present a direct threat to human security, forcing
us to adopt a much more coordinated approach to a
range of issues.” (Annan 2000).

Following the UNDP Report, human security can be
seen to have two main components. freedom from want
and freedom from fear (UNDP 1994). Freedom from
want is the protection from threats such as hunger, dis-
ease and repression. This would parallel very closely
with traditional humanitarian emergency efforts. Free-
dom from fear focuses on immanent threats to personal
safety from criminal violence or war.

These two components, want and fear, are then bro-
ken down into detailed groupings of threats. Economic,
Food, Hedth, Environmental, Personal, Community,
and Political. At this level, the holistic all-encompassing
UNDP concept of human security becomes quite clear:
imminent threats to the individual in one of the noted
seven categories.

Utility of Concept

For Human Security to legitimise itself in the world of
foreign policy and development, it must explicitly out-
lineits utility.

By focusing solely on interstate threats, traditional
security overlooks most of what is making people inse-
cure. By including a much broader spectrum of threats,
the concept of human security is much better suited to
identifying people’s principa insecurities. This can be
demonstrated by using a regional and a Cambodian ex-
ample.

On aregional scale, mortality data can be effectivein
crudely demonstrating threat patterns. The following
table is taken from the WHO 2000 mortality data set for
Cambodia, Laos and Vietnam (subregion 15).

From the data, it is evident that the threat from infec-

Table 1. WHO 2000 mortality data set

Cause of Death Total Number of Deaths
Tuberculosis 336,000
HIV/AIDS 32,000
Malaria 13,000
Violence 58,000

War 2,000
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Table 2. The EM-DAT natural disaster database for the
ear 2000

Country Deaths from People Affected by
Cambodia 402 8,865,182
Laos 69 450,000
Vietnam 586 5,005,000

tious diseases and disasters far outweighs that from vio-
lence and war. In addition, if traditional security pa
rameters were used, only a handful of the war deaths —
those caused by interstate conflict — would be included.

If Cambodia is taken on its own the disproportionate
weight of threats shows a similar imbalance. Although
the impact of recent murders has been profound, as a
whole, the threat from physical violence and war in
Cambodia is a fraction of what it was ten years ago.
Since the disbanding of the Khmer Rouge, the possibil-
ity of regional conflict has diminished significantly. It is
now safe to travel anywhere in the country and in
Phnom Penh, once the country’s hub of physical insecu-
rity, murders, violent crime and street violence have de-
creased dramatically.

This being said, Cambodia is not yet a safe place.
Although not threatened by war, Cambodians are dying
at alarming rates.

- Thefirst problem is food insecurity. The World Food
Program has recently shown that in 835 communes,
over 50% of the population lives below the poverty
line (WFP 2002).

Communicable diseases such as malaria, HIV/AIDS,
tuberculosis, dengue fever and anaemia are threaten-
ing hundreds of thousands of people.

Flooding, drought and deforestation are leading to
large-scale crop failure, population movement and
social instability.

Finaly, the political system is rife with conflict.
There were deaths, threats, and irregularities sur-
rounding the 2002 elections and there is concern for
2003.

This is not to say that Cambodian security has not im-
proved significantly over the past decade — to the credit
of the many working tirelessly for peace and justice, it
has. It is only to point out that using a traditional notion
of security, or even a violence focused human security
definition, dmost al of what is truly harming Cambodi-
ans is simply off the radar screen. Conseguently, Cam-
bodia will not be treated as insecure, strictly limiting
international support to development efforts.

This divisive categorisation, between development
and security, leads to the underemphasis of what are
very serious problems. Limiting the vast intellectual,
financia and policy influencing resources available to
foreign affairs departments and security institutions, to
interstate war, is leaving out the magjority of the insecure
populace.

Research Project
If human security is accepted as conceptually useful,
proponents are left with two serious concerns:

1) How does one organise and compare the vast amount
of data representing all of the aforementioned threats,
keeping in mind that it is in different formats, and is
generdly only intelligible to disciplinary experts?

2) How can this information be effectively presented to
the public and to the policy-making community?

An internship with the Cambodian Development Re-
search Institute provided the opportunity to test a meth-
odology that addresses these two concerns. Based on the
structure of a Geographic Information System (GIS), the
methodology is designed to collect, organise, map, and
analyse data that depicts human security threats. Al-
though still in its infancy, some early reflections might
be of benefit to those working in the Cambodian devel-
opment community.

Methodology

There are four stages of the measuring methodology.
The first is to determine the most significant threats in
each of six categories of security: economic, health,
food, environmental, personal and political.? These are
the threats for which data will be collected, mapped and
analysed. This is essential in order to isolate the most
serious concerns from the thousands of possible threats
falling under the broad definition.

Interviews with 65 researchers, development workers
and Government officials produced the following con-
clusions.

Once the threats are determined, data detailing them
must be collected. This data can be of any type provid-
ing it has a spatial correlation. This means that al data
entries in the set must be linked to either a distinct geo-
graphic area (such as a village, commune or province)
or to a spatial coordinate (grid point or axis point). This
is needed in order to organise and map the data with the
GIS. Without going into explicit detail as to the sources,
extensive data was collected depicting most of the
threats compiled in stage one (Table 3).

Once the spatially referenced data is collected, it is
then organised in aGIS. Asitisal linked to alike unit,
space, al the data is connected by a common attribute.
Within the GIS, each threat becomes a layer that can be

Table 3. Cambodian Threat Assessment

Economic and Food
Health

Poverty

Tuberculosis

HIV/AIDS

Malaria

Dengue Fever

Anaemia

Floods

Droughts

Conflicts over land

Landmines and UXOs

Violence (crime, domestic violence)
Human rights violations

Small Arms

Sex trafficking

Corruption

Political violence and intimidation

Environmental

Personal

Political

10
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Figure 1. Commune-level Poverty Rate with Ministry of Planning (2001) Poverty Line 2

plicitly defined combi-

Note: This map
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Situation in 1998

# See the CSES 1997

nations of threats. This,
for example, could be
invaluable in determin-
ing the long-term im-
pacts of landmines, car-
pet-bombing or floods.
Understanding  these
relationships will aso
help to better target as-
sistance and to predict
future instabilities.
Finally, spatial
analysis could help us
better understand the
socio-economic  and
environmental  conse-
guences of civil war.
For example, overlay-
ing landmine and UXO
data with regions of
high disease rates or
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mapped alone or with any other threat. This enables any
data set, whether it is a survey, quantitative study, or a
satellite image to be mapped and analysed.

As an example of what each map layer will 1ook like,
a map was created by the WFP to show a poverty data
set at the commune level (See Figure One).

The fina stage, data analysis, is done by conducting
a series of overlays between threat layers. In particular,
three trends are expected to emerge: hotspots, correla
tions and conseguences of war.

Hotspots are regions that experience the aggregate
impact of multiple security threats. Although we may
know where each independent threat is the most serious,
we have no idea where they are overlapping and causing
cumulative harm. For example, satellite images can tell
us where flooding has been the worst, studies demon-
strate the location of landmines and socio-economic
analysis reveals regions of extreme poverty. But what if
one village, commune, or region was subject to al three
of these threats? Clearly they would be the most vulner-
able and should be the focus of immediate attention.

Hotspots also help us to understand whether multiple
minor threats have the same impact as one emergency
threat. This should be important to the development
community as it addresses the trend of development asa
humanitarian emergency response. Should we be doing
more than simply responding to the next emergency?
Perhaps by showing that people are insecure, not solely
in disaster areas, but also in communities faced with
many ‘non emergency’ threats, we will bring attention
to these forgotten regions.

Geographic analysis also seeks to determine correla-
tions amongst threats. This is important in order to bet-
ter understand relationships between natural events,
conflicts and socio-economic conditions. Based on sim-
ple logic equations (if A and B, then C etc.), spatial
analysis is able to identify areas that are subject to ex-

poverty could provide a
telling picture of the legacy of war.

The methodology applied for the analysis begins to
address both of the concerns facing proponents of hu-
man security — analysis and presentation of large
amounts of interdisciplinary data.

First, adding a common variable, space, to each of
the data sets, allows for the direct comparison and ag-
gregation of very different information. In other words,
a common language facilitates interdisciplinarity. Also,
having all relevant data in one location and linked by a
common attribute will be invaluable to data users and
policy analysts.

Second, interactive data visualisation is the idedl
mechanism to present complex, broad ranging informa-
tion to the policy-making community. A map is infi-
nitely more approachable than a complex database, es-
pecialy when doing multivariate analysis. This accessi-
bility will prove critical in attracting the much-needed
attention that Cambodian security issues warrant.

Conclusion

Cambodia is not a safe place. In order to see this, how-
ever, one needs to look beyond traditional notions of
security. Human Security, by expanding the discourse to
include health, environmental and economic threats,
provides such a framework. There is reason to believe
that a tool that recognises and displays human insecuri-
ties, in a manner attractive to both academics and policy
makers, would go a long way toward both identifying
Cambodia's human insecurities as well as solidifying
the concept in international discourse.

Endnotes
1 For more on the definition of human security see:
Hampson: 2002, Alkire: 2002, Rothchild:1995, and

Bajpai: 2000. Continued on page 16
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Economy Watch — External Environment

Most recent quarterly data suggests that America's and
Japan's economy lost some steam in the fourth quarter
of 2002 while the economy in the Euro Area continued
to grow at a steady rate. Consumer pricesin the US and
Euro area grew faster while the period of deflation in
Japan approached its end. In the currency market, the
dollar became generaly stronger except against the
Euro.

World Economic Growth

In the fourth quarter of 2002, the US economy grew at
an annual rate of 1.4 percent, slower than in the third
guarter, according to the Bureau of Economic Analysis.
The deceleration in real GDP growth was mainly due to
a deceleration in personal consumption expenditure: a
1.5 percent increase in the fourth quarter compared with
an increase of 4.2 percent in the third. Spending, espe-
cidly on durable goods, fell by an annua rate of 8.5
percent, in contrast to an increase of 22.8 percent in the
third quarter. The deceleration of domestic components
was compounded by a slowdown in externa trade.
Americas real imports of goods and services rose by an
annual rate of 7.2 percent in the fourth quarter, com-
pared with an increase of 3.3 percent in the third. At the
same time, real exports of goods and services declined
by 4.4 percent. This should relate to a general strength
of the dollar in the fourth quarter. The fact that the US
economy continued to grow reflected a jump in federa
government spending, especially on national defence
with 11.4 percent in the fourth quarter, compared with
an increase of 6.9 percent in the third. For the year
2002, the US economy rose by an estimated 2.9 percent,
faster than in 2001 when it was 1.2 percent. The Econo-
mist Intelligence Unit forecast a growth of 2.4 percent in
the US economy in 2003.

The economy in the Euro Area grew in the fourth
quarter of 2002 (1.3 percent) at amost the same pace as
the third. For the year 2002, the Euro Area experienced
duggish economic performance, with 0.8 percent
growth, compared with 1.4 percent in 2001. According
to the European Commission, weak private consump-
tion, a contraction in the construction sector and a bleak
international environment accounted for the slower eco-
nomic growth. In Germany, the biggest economy in
Europe, unemployment reached a four-year high of 10.1
percent of the labour force. Industrial output also
dropped to a record low of 2.6 percent. Overal, indus-
trial production in the Euro Areafell to 1.5 percent com-
pared to the previous year. The European Central Bank
cut the key interest rate by 0.50 percentage points to
2.75 percent in December to stimulate growth in the
Euro Area. For the year 2003, real GDP in the Euro
Areais expected to grow by 1.1 percent.

Japan's economy experienced a decelerating growth
rate at 2.2 percent in the fourth quarter of 2002, down
from 3.2 percent in the third quarter. The unemployment
rate remained high at 5.5 percent in December 2002. A
dow recovery in consumer confidence keeps private

consumption flat. Other key domestic components, such
as public investment, are undergoing a cut of 10.7 per-
cent from the previous fiscal year. Exports have aso
been affected by the slowdown in the world economy.

Economic activities in other East Asian economies
were aso duggish. In the fourth quarter ending 2002,
real GDP growth was 5.4 percent in Maaysia and 3.0
percent in Singapore; both decelerating compared to the
third quarter. Despite the worldwide slowdown, the
gross domestic product remained steady in China at 8.1
percent in the fourth quarter, the same as its annual
growth rate in 2002. Heavy government spending, more
foreign direct investment, sturdy export growth and a
rise in urban consumer spending were the driving forces
in China's economy. In 2003, Chinds GDP is forecast
to be 7.5 percent. This rate, which is lower than 2002
reflects the expectations that fiscal spending will grow
at aslower rate, there will be falling prices and declining
real incomes in the interior rural economy, and there
will remain a chronic non-performing loan problem,
slower export growth and an increase in imports.

World Inflation and Exchange Rates in the
International Markets

In the fourth quarter of 2002, consumer prices in the
US rose by an average 2.2 percent, faster than in the
third quarter (1.6 percent) according to The Economist.
The main reasons were lower interest rates, large public
spending, growing demand, higher oil prices and higher
car prices. The Euro Area also saw a faster increase in
consumer prices, 2.3 percent in the fourth quarter, com-
pared with 2.0 percent in the third quarter. The defla
tionary period in Japan moved to an end. In the fourth
quarter of 2002, consumer prices fell by just 0.5 percent,
compared with a fall of 0.8 percent in the third quarter.
The main reason underlying thisis higher food prices.

In the last quarter of 2002, the US dollar showed its
general strength against all main currencies, with the
exception of the Euro. Compared to the third quarter
2002, the dollar appreciated by 2.8 percent against the
Japanese yen, but depreciated by 1.9 percent against the
Euro. In the first quarter of 2003, however, the dollar
significantly lost value against al main currencies, by
3.9 percent against the yen, and by 7.5 percent against
the Euro. This was a result of the growing possibility of
aUS-led war in Irag, continuing tension with North Ko-
rea, and gloomy reports about the US economy.

Commodity Prices in the World Markets

After increasing in the third quarter of 2002, the price of
first quality rice in the Bangkok international market
and rubber in the Maaysia international market fell in
the fourth quarter by 3.3 percent and 1.5 percent, respec-
tively. In the first quarter of 2003, however, the price of
rice, rubber and crude oil rose markedly by 4.6 percent,
8.2 percent, and 15 percent, respectively.

Dr. Kang Chandararot
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Table 1. Real GDP Growth of Selected Trading Partners

2000 2001 2002 2001 2002
Q1-Q4 Q2 Q3 Q4 Q1 Q2 Q3 Q4 |0Q1-Q4 Ql1-Q4
Selected ASEAN countries
Cambodia - - - - - - - - 5.3 -
Indonesia 4.4 35 35 4.1 25 35 3.9 - 3.8 3.8
Malaysia 8.7 0.5 -1.3 -0.5 1.1 3.8 5.6 5.4 0.5 5.6
Singapore 9.5 -0.9 -5.6 -7.0 -1.7 3.9 3.7 3.0 -2.3 2.6
Thailand 4.4 1.9 15 2.1 39 51 5.8 5.6 1.9 51
Vietnam - - - - - - - 6.0 6.7
Selected other Asian countries
China 8.0 7.8 7.0 6.6 7.6 8.0 8.1 8.1 7.5 8.1
Hong Kong 10.6 0.5 -0.3 -1.6 -0.9 0.5 3.3 5.0 0.3 5.0
South Korea 9.1 2.7 1.8 3.7 5.7 6.3 5.8 - 3.0 6.1
Taiwan 6.0 -2.4 -4.2 -2.7 0.9 3.0 4.8 4.2 -2.1 4.2
Selected industrial countries
Euro-11 35 0.2 1.3 0.6 0.1 0.5 1.2 1.3 1.4 0.8
Japan 1.6 -2.9 -0.5 -1.9 -1.6 -1.2 3.2 2.2 -1.3 2.8
United States 5.0 1.2 0.6 0.4 1.5 2.1 4.0 1.4 1.2 2.9
Source: The International Monetary Fund and The Economist
Table 2. Inflation Rate of Selected Trading Partners, 2000-2002 (% increase over the previous year — average)
2000 2001 2002 2001 2002
Q1-Q4 Q2 Qs Q4 Q1 Q2 Qs Q4 Q1-Q4 Q1-Q4
Selected ASEAN countries
Cambodia -0.3 0.1 -0.4 -0.6 3.4 33 35 3.0 -0.4 3.3
Indonesia 3.7 111 12.1 12.7 14.5 12.6 10.2 10.3 11.3 11.9
Malaysia 1.5 1.6 1.4 1.2 1.5 1.9 2.1 1.9 1.4 1.9
Singapore 1.4 1.7 0.8 -0.2 -0.9 -0.4 -0.4 0.1 1.0 -0.4
Thailand 1.6 2.6 1.7 1.1 0.6 0.2 0.3 1.4 1.8 0.6
Vietnam -1.7 -0.8 -0.7 0.1 2.3 2.7 2.9 34 0.0 2.8
Selected other Asian countries
China 0.3 1.6 0.8 -0.1 -0.5 -0.7 -0.8 -0.6 1.0 -0.7
Hong Kong -3.7 -1.3 -1.1 -1.3 -2.7 -3.1 -35 -2.9 -15 -3.1
South Korea 2.3 5.3 4.3 3.4 25 2.7 2.5 3.2 4.3 2.7
Taiwan 1.4 -0.0 -0.5 -0.6 -0.1 -0.1 -0.3 -0.5 0.5 -0.3
Selected industrial countries
Euro-11 2.3 3.1 2.7 2.2 25 2.0 2.0 2.3 2.6 2.2
Japan -0.6 -0.5 -0.8 -1.0 -1.4 -0.9 -0.8 -0.5 -0.5 -0.9
United States 3.4 3.4 2.7 1.9 1.2 1.3 1.6 2.2 2.9 1.6
Source: The International Monetary Fund and the Economist
Table 3. Exchange Rates of Selected Trading Partners Against the US Dollar, 2000-2002 (period averages)
2000 2001 2002 2001 2002
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1-Q4  Q1-Q4
Selected ASEAN countries
Cambodia (riel) 3,871 3,932 3,953 3,932 3,910 3916 3935 3948 3,935 3927
Indonesia (rupiah) 8,421 11,242 9,558 10,365 10,078 9076.6 8,940 9027 10,236 9,280
Malaysia (tinggit) 3.80 3.80 3.80 3.80 3.80 3.80 3.8 3.8 3.80 3.80
Singapore (S$) 1.72 1.81 1.77 1.83 1.83 1.81 1.76 1.77 1.79 1.79
Thailand (baht) 40.1 45.4 44.8 44.3 43.77 42.78 42.09 43.4 44.4 43.0
Vietnam (dong) 14,083 14,670 14,999 15,084 15,142 15231 15,314 15297 14,827 15,246
Selected other Asian countries
China (yuan) 8.28 8.28 8.27 8.28 8.28 8.28 8.28 8.28 8.28 8.28
Hong Kong (HK$) 7.80 7.80 7.79 7.80 7.80 7.80 7.80 7.80 7.80 7.80
South Korea (won) 1,131 1,306 1,295 1,290 1,319 1273 1,197 1,214 1,291 1,251
Taiwan (NT$) 31.8 34.6 34.6 34.7 35.1 33.8 33.8 34.8 34.1 34.4
Selected industrial countries
Euro-11 (euro) 1.08 1.15 1.11 1.12 1.15 1.09 1.02 1.00 1.12 1.07
Japan (yen) 108 123 121 125.5 133.3 127.6 119.6 123.0 122 126
Source: The International Monetary Fund and The Economist
Table 4. Selected Commodity Prices on the World Market, 2000-2002 (period averages)
2000 2001 2002 2001 2002
Q1-Q4 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1-Q4  Q1-Q4
Hardwood (logs) - Malaysia ($/m3) 190.1 163.8 159.4 146.2 137.6 153.0 178.7 180.8 160.1 162.5
Hardwood (sawn) -Malaysia ($/m3) 599.2 492.2 482.0 471.8 479.7 493.0 536 565.6 488.3 518.5
Rubber — Malaysia ($/ton) 720.8 628.9 597.7 549.4 622.3 754.0 863 834.1 602.0 768.4
Rice - Bangkok ($/ton) 203.7 164.7 170.4 173.3 193.7 196.6 192.6 189.6 172.6 193.1
Soybeans - USA ($/ton) 211.3 186.7 205.6 188.0 179.9 189.8 219.3 220.0 195.6 202.3
Crude oil - Dubai ($/barrel) 26.1 25.1 23.9 18.2 19.9 24.3 25.4 26.2 22.8 24.0
Gold - London ($/fine ounce) 279.0 267.7 274.7 278.4 281.0 280.9 313.7 317.8 279.0 298.3

Source: The International Monetary Fund and The Economist
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According to recent data, Cambodia experienced posi-
tive economic development in 2002, compared to 2001.
Private investments grew by 10.3 percent. The export
sector achieved a growth of 14 percent, sower than in
2001 (17 percent). Regarding economic output, the gar-
ment industry quickened its growth to 23 percent, from
13 percent in 2001. The construction sector achieved 12
percent growth and the tourism sector continued to ex-
pand. The number of international arrivals by air rose 16
percent in 2002, compared with 15 percent in 2001.
However, Cambodias economy was hindered by some
negative developments. The agricultural sector suffered
adrop in production, experiencing a 15 percent decrease
in the production of rice. The national budget operated
with a deficit of 762 bhillion riels (US$195 million).
Money supply increased by 31 percent, the fastest for
five-years. Consumer prices rose by 3.3 percent, com-
pared with just 0.3 percent in 2001. The earning Situa-
tion of vulnerable workers worsened with their real in-
come dropping by 0.7 percent between February 2002
and February 2003.

Economic Activity
According to the Ministry of Commerce, the output of
Cambodias garment industry, which has been dominat-
ing the export sector, was US$1,375 million in 2002, 23
percent more than a year ago. Of this total, 70 percent
was directed to the US market, and the remaining 30
percent to the rest of the world. During 2002, garment
exports grew gradually on a quarterly basis: US$232
million in the first quarter, and US$439 million in the
fourth quarter. Sixty-three percent of total garment ex-
ports were conducted in the second half of 2002. Faster
growth in the export of garment products was encour-
aged, primarily, by increasing orders from US markets.
The quarterly value of garment exports was an average
of US$242 million in 2002, compared with US$198 mil-
lion in 2001. Since trading with the US in 1995, the
quarterly value of Cambodia's garment exports to the
US has grown constantly. If the garment quota granted
by the US expires in 2004, the development of Cambo-
dias garment industry will have to rely solely on its in-
ternational competitiveness. However, total investments
in the garment industry dropped considerably to just US
$18 million in 2002, from US$100 million in 2001.
Cambodias tourism sector, a second force encourag-
ing Cambodias economic growth, continued to flourish.
According to the Ministry of Tourism, Cambodia re-
ceived 786,524 international visitorsin 2002, 30 percent
more than in 2001. Of this total, 68 percent arrived in
Cambodia by air with the remaining 32 percent arriving
from overland and by sea. The 77 percent increase in the
number of tourists was mainly attributed to more visitors
by land and sea, owing to the opening of new border
checkpoints, especially between Cambodia and Thai-
land. The number of international visitors arriving by air
rose by 16 percent. Pochentong Airport (now, Phnom
Penh Airport) welcomed 348,313 tourists in 2002, 5

percent more than in 2001, while Siem Reap Airport
welcomed 188,913 persons, 41 percent more than ayear
ago. The Ministry of Tourism estimated that the tota
expenditure of tourists was US$379 million in 2002.
Compared to 2001, national income from the tourism
sector rose by 25 percent, slower than in 2001 (33 per-
cent). The main reason for a slower increase of tourist
expenditure was a decrease in an average daily spend-
ing: one tourist spent US$9 dollars per day in 2001, but
US$8 in 2002. Additionally, the average length of stay
in Cambodia did not increase much, from 5.5 days in
2001 to just 5.8 days in 2002. To encourage tourists to
spend more time and money, Cambodia has launched
key policies, which can ease visa issues (especidly for
people from ASEAN-countries), strengthen security for
tourists, and promote new services and recreation areas.
Meanwhile, Cambodia prioritised eco-tourism policies.

After declining in 2001, Cambodias construction
sector expanded significantly in 2002. Income from this
sector (in Phnom Penh, only) was worth US$220 mil-
lion, 12 percent more than in 2001. According to the
Department of Cadastre and Geography of the Munici-
pality of Phnom Penh, apartment construction projects,
the largest form of construction activity, reached 535
projects, the highest number since 1999. Income for
apartment construction totaled US$180 million, 82 per-
cent of total income for the construction sector. Com-
pared to 2001, income from apartment construction rose
by 7 percent. The average daily earning of construction
workers, however, developed differently. Skilled con-
struction workers could improve their daily earning by
17 percent to 12,856 riels in 2002, from 10,937 rielsin
2001, while unskilled construction workers lived with
an amost constant daily earning of 6,578 riels in 2002,
compared to 6,557 riels in 2001 (according to CDRI
surveys). The reason is that there has been a steady
stream of unskilled migrants coming from the provinces
to Phnom Penh seeking work, especialy in construc-
tion. The earning situation of unskilled workers in the
provinces seems to be worse than in Phnom Penh. Ac-
cording to CDRI's survey in February 2003, unskilled
workers in Kompong Cham earned on average of 3,600
riels/day, 26 percent lower than in Phnom Penh. Ac-
cording to interviews conducted by CDRI, the large dif-
ference could encourage the desire to migrate to Phnom
Penh.

Inflation and Foreign Exchange Rates

In the last quarter 2002, consumer prices in Phnom Penh
rose by 0.3 percent over the third quarter. For the whole
of 2002 Cambodia experienced faster price increases at
3.3 percent, compared to 0.3 percent in 2001. The main
change was a large increase in prices for ‘housing and
utilities’, which rose by 7.2 percent in 2002, compared
with 0.98 percent in 2001. Prices of food, which repre-
sent the core of the consumption basket, have continu-
oudy fallen since September 2002. In January 2003,
food prices declined by 0.8 percent, but were 2.7 per-
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cent higher than a year ago. In contrast, prices for trans-
port and communication have risen gradualy: a 3.8 per-
cent difference between January 2002 and January
2003. The main reason was ajump in the price of diesal:
a 9 percent rise between December 2002 and January
2003.

The Cambodian riel gained marginal value against
the US dollar in 2002, appreciating by 0.2 percent.
Against the Thai baht, however, the riel depreciated by
3.7 percent. There are two reasons for the riel gaining
some value against the dollar: the larger need for riel
during the first half of 2002 (communal elections), and
the general weakness of the US dollar. As Cambodia's
economy is largely dollarised, the implications are a
larger form of exchange from dollar to riels, rather than
from baht to riel.

Poverty Situation - Earnings of Workers

The surveys, conducted by CDRI in Phnom Penh and
Kompong Cham during February 2003, suggest a mixed
development in the daily earnings of vulnerable work-
ers. Compared to data of CDRI's November 2002 sur-
vey, some groups of workers improved their daily earn-
ings while others did not. A ‘cyclo driver’ could earn an
average 9,200 riels per day in February 2003, 3.6 per-
cent higher than three months previously. The increase
was especially due to Chinese New Year. Compared to
the same period in 2002, however, daily earnings of cy-
clo drivers fell by 2.6 percent. The main reason was
more migrants to Phnom Penh, resulting from serious
floods and droughts in 2002. After improving in No-
vember last year, ‘motorcycle-taxi drivers suffered a
drop in their daily earnings from 12,075 rielsin Novem-
ber 2002, to 11,400 rielsin February 2003. Compared to
February 2002, their income fell even more (by 20 per-
cent) due to a high increase in the price of gasoline and
diesel.

Compared to the November 2002 survey, ‘porters
increased their daily earnings to 7,600 riels in February
2003. Compared to a year ago, however, their income
has dropped by 7 percent, mainly because new (or re-
paired) roads provide alternative transport services to
the provinces. ‘Small vegetable sellers’, most of them
coming from the provinces, revea an increase in daily
earnings in February 2002, 1.3 percent more than the
last three months and 19 percent more than a year ago.
More vegetable consumption during events such as the
International and Chinese New Y ears have buoyed daily
income for this group.

‘Waitresses' earned 4,600 riels per day in February
2003, compared with 4,000 riels for the three months
previous. In the same period, the daily income of ‘rice-
field workers' declined from 4,219 riels to 4,180 riels.
Compared to February last year, however, rice-field
workers are earning 7 percent more. This was related to
the fact that many young people migrated to Phnom
Penh or provincia cities resulting in an increased de-
mand for rice-field workers.

CDRI's survey in February 2003 indicates that
‘garment workers' continued to get higher daily earn-
ings, 10,127 riels/day, up from 10,097 riels/day in No-
vember 2002. Including payments for overtime, the av-
erage monthly saary of garment workers in February
2003 reached US$67.5. Generally, garment workers im-
proved their income by simply working more overtime.

Monetary Developments

After implementing a more restrictive policy in the third
quarter of 2002, the National Bank of Cambodia eased
monetary restrictions in the fourth quarter. The amount
of Cambodian riels, (which consists of the riel outside
banks and the riel on deposits at banks) rose to 887 hil-
lionrielsin the fourth quarter, an increase of 4.8 percent
compared with a 3.8 percent increase in the third quar-
ter. At the same time, foreign currency deposits, which
have shared the main portion of Cambodia's money sup-
ply, increased to US$508 million by the end of the
fourth quarter of 2002, up from US$482 million at the
end of the third quarter. Total liquidity (M2), which in-
cludes the amount of riel and foreign currency deposits,
rose at a pace of 5 percent to 2,888 hillions riels by the
end of 2002. This was faster than the 3.8 percent in-
crease experienced at the end of the third quarter. Com-
pared to 2001, Cambodia's total liquidity (M2) grew by
31 percent in 2002, compared to just 20 percent in 2001.
By the end of January 2003, total liquidity amounted to
2,952 hillion riels, eguivalent to US$750 million, of
which: US$523 million were from foreign currency de-
posits, with the remaining US$227 million being con-
verted from riel. For many years, foreign currency de-
posits have determined 70 percent of Cambodia's total
liquidity, and the Cambodian riel has determined just 30
percent. This calculation does not consider dollars circu-
lating outside banks, as this figure is uncertain. In real-
ity, therefore, the portion of the Cambodian riel in total
liquidity could be less than 30 percent.

Public Finance

In the fourth quarter 2002, the public budget operated
with a deficit of 264 billion riels, 11 percent more than
in the third quarter. For the whole year of 2002 the total
deficit reached 762 hillion riels, lower than the 795 hil-
lion riels set by the budget law. Including adjustments
for expenditure, the total budget deficit amounted to 881
billion riels in 2002, 11 percent more than target. The
higher deficit was caused on the one hand by the lower
than target revenue and on the other hand by higher than
target expenditure. Current revenue was 1,713 hillion
riels, reaching just 96 percent of target, in which non-tax
revenue was 92 percent of target. Forest exploitation
was the furthest from target revenue at only 32 percent.
The collection of value added tax, the most important
source of tax revenue, was just 89 percent of target,
while tourism tax was only 71 percent of target. On the
expenditure side, Cambodia spent 111 percent, much
more than the target for capital expenditure. Expenditure
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for projects financed by external assistance were espe-
cidly over-target at of 861 billion riels, compared to the
700 billion riels laid out by Cambodian budget law. Of
the budget expended, 2,491 million riels (current expen-
diture) accounted for 1,341 billion riels, in which Gen-
eral Administration was 275 billion riels, Defense and
Security was 368 billion riels, Social Administration
437 billion riels and Economy Administration 142 bil-
lion riels. Expenditure for Education, Y outh and Sport
was 220 billion riels, while expenditure for Interior Ad-
ministration increased more than double at 155 percent.
The National Audit Authority, the newest organ in the
Genera Administration, spent 3 billion riels, 2.4 percent
over target.

Private Investment and Employment

Private investments approved by the Council for the De-
velopment of Cambodia (CDC) were valued at US$340
million, 10.3 percent more than 2001. Although garment
exports boomed, private investment in the garment in-
dustry declined considerably to US$18 million in 2002
from US$26 million in 2001, a 31 percent decline. For-
eign direct investment, the dominant factor in private
investment, has gradually declined since 1999. Malaysia
was the top foreign direct investor for Cambodia up to
the year 2002, followed by Taiwan. Thailand has in-
vested marginaly in Cambodia over the years, though
there was no investment in 2002.

Dr. Kang Chandararot and Pon Dorina
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Table 1. Cambodia: Main Macro-economic Indicators, 1994-2001

1994 1995 1996 1997 1998 1999 2000 2001
GDP at current prices (billions of riels) 6,256 7,176 8,271 9,125 10,795 11,797 12,149 12,724
GDP at current prices (millions of dollars) 2,435 2,915 3,131 3,042 2,841 3,088 3,149 3,234
GDP per capita (dollars) 225 262 273 258 234 248 247 247
Growth rate of real GDP (1993 prices) 5.3 7.6 6.7 0.7 2.9 6.8 5.5 5.3
Agriculture 4.8 9.2 2.9 2.2 0.1 14 -2.4 0.7
Industry 7.3 11.8 195 0.6 16.8 12.6 16.7 11.2
Service 5.3 4.7 6.0 -0.6 0.1 9.4 7.5 6.1
Inflation (in riels, final quarter basis) 17.8 3.5 9.0 9.1 12.6 0.0 0.5 -1.3
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) 9.4 9.0 9.1 9.7 8.7 11.2 11.7 12.0
Budget expenditure (percentage of GDP) 16.1 16.7 17.4 13.8 14.4 16.4 17.3 18.4
Current public deficit (percentage of GDP) -1.4 -0.8 -1.2 0.7 -0.2 1.6 1.6 13
Overall public deficit (percentage of GDP) -6.7 -7.8 -8.4 -4.2 -5.7 -5.2 -5.6 -6.3
Exports of goods (percentage of GDP) 19.6 29.1 23.1 28.7 321 33.9 44.2 46.4
Imports of goods (percentage of GDP) 30.0 41.4 39.4 40.9 49.3 48.2 54.4 56.9
Trade balance (percentage of GDP) -10.4 -12.3 -16.3 -12.2 -17.2 -14.3 -10.2  -105
Current account balance (percentage of GDP) 9.1 -12.7 -15.3 -10.4 -155 -11.6 -7.2 -6.7
External contribution to the economy (percentage of GDP) 16.5 20.9 20.4 13.8 17.5 15.6 14.5 13.2
Total savings (percentage of GDP) 18.2 21.6 26.7 21.6 25.3 22.8 19.3 18.3
Gross foreign reserves (months of imports) 15 17 2.1 2.4 3.2 3.8 4.7 5.5
Population (million) 10.8 111 115 11.8 12.1 12.5 12.8 13.1
Labour force (percentage of population) 41.1 41.2 41.4 41.6 41.9 422 425 43.0
Sources: CDRI, Compiled from Government data
Table 2. Destination of Garment Exports, 1994-2002
1994 1995 1996 1997 1998 1999 2000 2001 2002
Ql-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 QI1-Q4 Q1 Q2 Q3 Q4
Millions of dollars
United States 0.0 0.02 0.1 26.8 74.1 121.5 187.5 198.3 158.7 201.7 307.4 299.8
Rest of the world 1.0 6.6 19.6 30.0 20.5 17.0 58.8 80.8 73.7 69.4 124.9 139.7
Total 1.0 6.6 19.7 56.8 94.5 138.5 246.3 279.1 2324 2711 432.3 439.4
Percentage change over previous year
Total - 560 200 187 66 47 78 14.8 -7.8 3.6 44 46
Source: Ministry of Commerce, Department of Trade Preferences Systems [1994-2001 (Q1-Q4), quarterly average]
Table 3. Passenger Arrivals by International Flights at Pochentong and Siem Reap Airports, 1994-2002
1994 1995 1996 1997 1998 1999 2000 2001 2002
Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 QI-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1 Q2 Q3 Q4
Thousands of passengers
Tourist visas 27.9 38.7 55.3 46.3 38.1 449 57.4 57.4 67.3 59.7 55.1 70.2
Business visas 7.1 10.6 15.8 13.9 10.7 16.0 20.6 20.6 18.1 14.4 18.6 18.4
Official visas 33 3.9 3.2 3.6 4.4 8.8 4.8 4.8 5.7 6.1 6.9 7.7
Total Pochentong 38.3 53.2 74.3 63.8 53.2 69.7 82.7 82.7 91.1 80.2 80.6 96.3
Total Siem Reap - - - - 2.6 7.15 33.4 33.2 54.7 29.6 39.7 64.9
Percentage change over previous year
Total Pochentong 29.7 38.9 39.7 -14.1 -16.6 31.0 18.7 0 3.1 -1.2 2.1 17
Total Siem Reap - - - - - 175 367 -1 30.5 25.4 30.0 77
Sources: Ministry of Economy and Finance and Ministry of Tourism [1994-2001 (Q1-Q4), quarterly average]
Table 4. Consumer Price Index (CPI), Exchange Rates and Gold Prices, 1994-2002 (period averages)
1994 1995 1996 1997 1998 1999 2000 2001 2002
Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 QI1-Q4 Q1-Q4 QI1-Q4 Q1-Q4 Q1 Q2 Q3 Q4
Consumer price index (percentage change over previous year)
Provinces - - - 6.1 16.3 6.2 5.4 0.9 -3.4 0.0 2.0 -0.3
Phnom Penh - All Items -0.5 7.8 7.1 8.0 14.8 4.0 -0.8 -0.6 3.4 3.3 3.5 3.04
- Foods -13.4 49 7.6 6.7 14.1 7.6 -3.3 -2.8 -0.6 1.02 2.0 2.00
- Energy -1.2 19.4 20.7 20.0 15.1 35 6.6 -11 -04 -0.02 0.9 2.25
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 3,935 3,910 3,913 3,935 3,948
Riel per Thai baht 102 99 105 98 88 101 96.3 88 89.3 91.4 93.5 90.9
Riel per 100 Viethamese dong 235 22.3 24.0 25.6 28.6 27.8 27.4 26.6 25.8 25.7 25.7 25.8
Gold prices (US dollar per chi) 45.8 45.9 46.3 40.4 36.0 34.0 33.3 32.7 34.6 36.2 38.0 38.5
Price of Diesel (Riels/litre) 750 716 779 883 1,065 1,105 1,329 1,521 1,480 1,450 1,550 1550
Price of Gasoline (Riels/litre) 698 847 1,118 1,378 1,613 1,760 2,113 2,084 2,100 2,167 2,200 2200

Sources: CDRI, IMF, NIS, Ministry of Planning, Ministry of Economy and Finance

17




CAMBODIA DEVELOPMENT REVIEW

VOLUME 7, ISSUE 2, APRIL-JUNE 2003

Economy Watch—-Indicators
Table 5. Average Daily Earnings of Workers, 1997-2003

Daily earnings (riels)

Change from last year (%)

1997 2001 2002 2003 2002 2003
Pre-Jul May Aug Nov Feb May Aug Nov Feb Aug Nov Feb

Cyclo drivers 12,250 9,568 9,057 6,262 9,450 9,375 8,900 8878 9200 -1.7 41.78 -2.65
Porters 9,675 7,058 7,189 5,000 8,137 6,675 7,600 6312 7600 5.7 26.24 -6.60
Small vegetable sellers 7,050 7,386 6,670 5,096 6,062 6,712 6,862 7158 7250 2.9 40.46 19.60
Scavengers 4,155 2,670 2,686 3,393 3,350 4,231 3,440 4012 3875 28.1 18.25 15.67
Waitresses* - 2,600 2,683 2,358 3,543 3,652 4,225 4000 4600 57.5 69.64 29.83
Rice-field workers - 3,613 4,500 3,618 3,916 5,167 3,833 4219 4180 -14.8 16.63 6.74
Garment workers - 7,500 9,165 8,968 7,772 8,775 9,800 10000 10127 7.0 12.59 30.30
Motorcycle-taxi drivers - 12,050 10,559 9,791 14,327 11,978 11,300 12075 11400 7.0 23.33 -20.43
Unskilled construction workers - 8,261 5,625 4,841 7,025 6,912 6,525 5850 6162 16.0 20.85 -12.28
Skilled construction workers - 10,306 12,375 9,866 11,530 13,850 12,695 13350 12500 3.0 35.32 8.41

Notes: Surveys on the revenue of waitresses,

rice-field workers, garment workers, unskilled workers, motorcycle taxi drivers and
* Waitresses earnings do not include meals and accommodation provided by shop owners. Source: CDRI.

Table 6. Monetary Survey, 1994-2002 (end of period)

construction workers began in February 2000;

1994 1995 1996 1997 1998 1999 2000 2001 2002
Ql-Q4 Q1-Q4 Ql-Q4 Q1-Q4 Ql-Q4 Q1-Q4 Ql1-Q4 Q1-Q4 Q1 Q2 Q3 Q4
Billions of riels
Net foreign assets 391 550 881 1,172 1,550 1,961 2,589 2,892 3,366 3,614 3646 3682
Net domestic assets 59 99 31 -109 -435 -591 -759 -838 -959 -965 -923 -891
Net claims on government 143 148 128 54 141 111 3 -75 -152 -165 -125 -124
Credit to private sector 237 293 435 637 682 731 898 944 976 928 959 1011
Total liquidity 450 650 912 1,063 1,116 1,370 1,831 2,054 2,408 2,648 2723 2792
Money 200 279 329 385 466 515 540 568 676 748 771 780
Quasi-money 250 371 583 678 655 855 1,291 1,486 1,731 1,901 1952 2011
Percentage change from previous year
Total liquidity 35.1 443 40.3 16.6 4.9 227 33.6 12.2 26.8 334 28.2 26.6
Money -1.9 395 17.9 17 21 10.5 4.9 5.2 23.4 375 35.3 27.9
Quasi-money 93.2 48.1 57.2 16.4 -34 30.5 51.0 15.1 28.1 32.0 255 26.1
Source: National Bank of Cambodia.
Table 7. National Budget Operations on Cash Basis, 1994-2002 (billion riels)
1994 1995 1996 1997 1998 1999 2000 2001 2002
Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 Q1-Q4 QI1-Q4 Q1 Q2 Qs Q4
Total revenue 148 161 187 220 230 329 356 382 423 369 457 481
Current revenue 379 407 369 456 481
Tax revenue 91 111 134 149 169 239 260 274 252 302 323 339
Customs duties 70 80 86 87 94 108 98 94 81 104 116 122
Non-tax revenue 56 47 44 68 51 87 89 106 156 66 133 142
Forest exploitation 22 13 7 9 5 9 11 7.3 1 1 9 5
Post & Telecommunications 15 14 16 21 22 27 23 31 34 13 30.7 44
Capital revenue 0 2 10 3 9 3 7 2.3 15 0 1 0
Total expenditure 252 300 360 315 324 448 515 583 522 714 704 668
Capital expenditure 84 128 157 113 92 156 220 244 231 272 303 343
Current expenditure 168 172 203 202 245 291 295 339 290.1 442 401 325
Education and Health 23 25 31 32 33 70 62 86 34 108 85 96
Defense and Security 98 106 102 105 110 116 111 101 35.6 117 105 110
Other Ministries 48 41 71 65 83 103 123 159 221 217 212 120
Overall deficit -105 -139 -173 -95 -95 -119 -160 -201 -100 -346 -248 -187
Foreign financing 108 140 170 111 67 104 167 192 264 237 273 287
Domestic financing -3 -1 3 -16 28 15 -7 9 -164 110 -25 -100
Source: Ministry of Economy and Finance: Quarterly average [1994-2001 (Q1-Q4), quarterly average]
Table 8. Private Investment Projects Approved, 1994-2002*
1994 1995 1996 1997 1998 1999 2000 2001 2002
Q1-Q4 Q1-Q4 Ql1-Q4 Q1-Q4 Ql1-Q4 Q1-Q4 Ql1-Q4 Q1-Q4 Q1 Q2 Q3 Q4
Number of investment projects
Total 46 51 75 34 35 24 24 47 9 9 11 8
Garment 27 30 36 12 21 11 13 19 5 4 5 2
Registered capital (millions of dollars)
Total 116.0 89.0 97.8 69.5 104.1 61.7 25.6 32.3 10.9 45 121 20.3
Garment 26.8 28.0 39.2 8.6 229 13.9 6.4 15 6.6 1.0 5 1
Fixed assets (millions of dollars)
Total 303.0 76.2 186.7 190.4 212.3 118.5 66.6 54.3 27.8 233 127.6 60.9
Garment 25.1 25.4 39.6 9.7 30.2 19.9 19.2 25.0 8.5 2.4 5.5 1.7

Source: Cambodian Investment Board [1994-2001 (Q1-Q4), quarterly average] * Including existing investment expansion projects
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Glossary-Terms Used in This Issue

Westphalian state system

The 1648, Treaty of Westphalia brought to an end both
the 80 years war and the thirty years war of Europe.
More importantly, it recognised the sovereign independ-
ence of the nation state, setting the international political
system that survives to this day.

Realist view of international relations

The world order is based on a balance of powers be-
tween nation states. These states are both responsible for
the safety of their population as well as for the relative
role that the country will play in world affairs. The dis-
missive factor determining a countries international role
isitsability to use force — the size of its military.

Pandemic

A pandemic (e.g. HIV/AIDS) is something occurring
over awide geographic area and affecting an exception-
ally high proportion of the population.

Interdisciplinarity
Used to describe a methodology that incorporates two or
more academic, scientific, or artistic disciplines.

Diprerocarpus

A family of tall hardwood tree of tropical Asia, they are
a source of valuable timber and aromatic oil as well as
resin.

(Continued from page 20)

Publications

Recent publications include Working Paper 25: Facing
the Challenge of Rural Livelihoods: A Perspective from
Nine villagesin Cambodia. This study exploresthe links
between food security and land holdings, land produc-
tivity, access to credit, access to common property re-
sources, rural poverty and labour markets. The recently
released Off-farm and Non-farm Employment in South-
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CDRI Update

Management

The Cambodia Development Resource Institute mourns
and honours the memory of its respected and cherished
Board member, H.E. OM Radsady, who died tragicaly
in Phnom Penh on February 18, 2003.

The CDRI bid farewell and extended its thanks and best
wishes to Mr. Dararith Kim-Y eat, Deputy Director, who
leaves to pursue further study. CDRI aso welcomes
three new appointments, Ms. Eng Netra who joined
CDRI's Decentralisation Research Programme in Janu-
ary, and Mr. Ray Hossinger who joined the Ingtitute as
Executive Manager in March. Dr. K.A.S. Murshid has
been appointed as CDRI's new Research Director and
will assume the position in May 2003. An independent
evauation of CDRI's Centre for Peace and Develop-
ment was completed in February, and provides valuable
insights for the programme's short-term and long-term
planning. CDRI extends its thanks to al stakeholders
who contributed to this evaluation.

Research

An inception seminar for the ‘Policy Oriented Research
Programme on Decentralisation” was held on 27 March
2003. More than 50 representatives from government
ingtitutions, donors and NGOs participated and gave
fruitful input to the planned research activities. Field-
work for CDRI's joint project with Ingtitute of Develop-
ing Economies (Japan) on the garment and silk weaving
sectors has been completed. A second CDRI/IDE col-
laborative study on ‘Livelihood Strategies of Rural
Households in Cambodia, has also been completed.
With support from the Rockefeller Foundation, CDRI
has begun research to assess the competitiveness of

Cambodias agricultural trade, marketing, and exportsin
comparison to SE Asian neighbours. The Natural Re-
sources and Environment Programme is preparing
Working Papers on resin trade and fish export issues to
be published later this quarter. CDRI expects to publish
its Annual Economic Review in June.

Centre for Peace and Development

Three roundtable COPCEL meetings were held in the
first quarter of 2003, and engaged stakeholders on a
number of issues including an assessment of the regis-
tration process and working with competent authorities
to obtain an extension of the voter registration time-
frame. Election related security issues were also ad-
dressed in the meetings. The CPD training team re-
turned to Srey Snam district, Siem Reap province from
20-25 January, to deliver a second workshop on conflict
management skills for Commune Council members. The
team also completed Part 1l of a conflict management
course for CIDSE staff, from 3—7 March. The pilot test-
ing in high schools, of the illustrated book The Buddha
as Peacemaker has been completed and the books were
well received. A Working Group has been established to
review the draft Peacebuilding Lexicon, and met at
CDRI in January to agree working procedures. The
group aimsto finalise the Lexicon by Sep 2003.

Library

The CDRI Library has begun the conversion of its data-
base of library holdings to a more user-friendly system
(WINISIS), and staff received training in its use. Orien-
tation to the new system is provided on site to interested
library users.

(Continued on page 19)
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