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Introduction

Within the frameworks of good
governance and inclusive growth
where legitimate rights over natural
resources and benefits derived from
them must be equitably and sustainably
allocated and flowed to every sector in
society, natural resources management
has shifted focus from productivity
to sustainability. This has brought
a complex array of environmental,
social and economic concerns with the
parameter of sustainable development
that recognises healthy ecosystems as
fundamental to economic and social
wellbeing and poverty reduction

. Irigatio systems build resilience to Increasingly irvegular rainfall due to
climate change, Rolous Scheme, Kampong Thom province, June 2012.

(Saad-Filho 2010). The global vision
behind this new perspective is for
“..a world that is environmentally, socially and
economically sustainable, and where economic
growth is accomplished within the constraints of
realising social objectives of poverty eradication
and social equity and within the constraints of life
support nature’s carrying capacity, and a world
where the challenges such as climate change,
loss of biodiversity and social inequity have been
successfully addressed “ (UNEP 2012: 2).

In line with these frameworks, Cambodia is
strongly committed to ensuring the efficient use
and good management of its natural resources such
as forests, water, land, fisheries and biodiversity. It
provides strategic direction for integrating natural
resource management into mainstream economic
development planning for sustainable productivity
and potential long term benefits of the country’s
natural resource base. Policies and strategies to
ensure development and sustainable economic

! Prepared by Nang Phirun, Research Associate, Natural
Resources and Environment Programme.

growth, poverty reduction and environmental
sustainability are set out in the Cambodian
Millennium Development Goals. However, climate
change impacts such as droughts, flooding and higher
temperatures, along with human-induced change
due to development activities such as conversion of
forestland, unlawful logging and illegal fishing, are
putting the long term viability of remaining natural
resources at risk (MoE & UNDP 2011). Rural people
whose livelihoods depend on natural resources and
agricultural farming will be hard pressed to cope
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with the adverse effects of climate variability and
change. Certain groups of people, for example,
women, women-headed households, the elderly
and those with disability are particularly vulnerable
to climate change impacts and will likely face even
greater hardship.

This desk review report examines the potential
challenges posed by climate change on the main
resources that support rural people’s livelihoods.
The aim is to identify better ways to mitigate
vulnerability and enhance adaptation -capacity
while ensuring livelihood stability in the face of an
increasingly variable and changing climate.

The Complexities of Climate Change on Livelihoods
Defining Climate Change and Livelihoods

For the purposes of this study, “climate change” is
defined as “any change in climate over time because
of both variation and change in nature or human
activity” (IPCC 2001: 984), and “livelihoods”
as “the means by which households obtain and
maintain access to the resources necessary to ensure
their immediate and long-term survival. These
essential resources can be physical, natural, human,
financial, social, and political. Households use these
assets to increase their ability to withstand shocks
and to manage risks that threaten their well-being”
(USAID 2005: 2).

Key Resources Supporting Rural Livelihoods

This article examines the key challenges of
climate change and human-induced change that
threaten the sustainability of key livelihood-
supporting resources through a brief overview of
the current situation in (1) the agriculture sector, and
(2) the natural resources sector (water, land cover/
forests, and fisheries).

Agriculture

Negative effects of climate change not only
affect developing countries and poor populations
disproportionately, they also affect the economic and
social dimensions of sustainable development. In
Asia, future climate change and increasing weather
variability is likely to affect agriculture and heighten
the risk of freshwater scarcity and food shortages
(IPCC 2007a). This is especially true for Cambodia
where agriculture is the primary source of income
for the majority, particularly the rural poor. The
country has suffered frequent floods, windstorms

and droughts during the last decade. Floods impact
severely on agricultural crops, livestock, fisheries,
infrastructure, human settlements and welfare. For
example, in 2009, the typhoon Ketsana affected 10
provinces, destroying an agricultural area of 40,136
hectares and damaging 67,355 hectares of rice. The
total loss and damage to agriculture/livestock and
fisheries, vital for local food security, amounted
to USD56 million (RGC 2010). The recent 2011
flooding caused 250 deaths, affected 354,217
households and damaged 1,297 houses. Crops in
the provinces around Tonle Sap Great Lake suffered
severe damage. Losses include damage to about
431,476 hectares of rice with 267,184 hectares of
paddy destroyed, and around 21,929 hectares of
other crops with yield on 17,264 hectares wiped out
(RGC 2012).

The Mekong River Commission (MRC), based on
modelling the effects of various basin development
scenarios, projects that the level (minimum and
maximum) and duration of seasonal flooding in the
Tonle Sap system will change (MRC 2010). It also
calculated that between 1960 and 2005 the average
temperature increased by 0.8°C, at decadal rates of
about 0.20 to 0.23°C in the dry season and 0.13 to
0.16°C in the wet season, and that by 2100 the mean
annual temperature will be between 1.4 and 4.3°C
higher (MRC 2009). This would lead to higher
mean annual rainfall in the wet season, increased
severity and duration of flooding and droughts, and
widespread pests and diseases. Such changes would
affect crop production where yields could increase
in some areas and decline in others (ibid). Impacts
of climate change are already affecting the lives and
livelihoods of individuals and communities. Higher
temperatures in the last few years have reportedly
affected crops in many provinces of Cambodia. The
droughts in 1997/8 caused farmers great hardship
and pushed them into poverty—many even died. It
is not uncommon for the short dry spell that usually
occurs in the middle of the wet season to extend
into drought, frequently damaging farmers’ rice
crops. The major drought in 2002—the worst ever
experienced in Cambodia—affected two million
people and caused USD38 million of damage
(UNESCAP 2008).

Changes in seasonal weather patterns (particularly
temperature and rainfall) have degraded the
environment to some extent, potentially creating
desertification, and already affected the cropping
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calendar which could in turn undermine farmers’
confidence in planting and managing production.
Such challenges especially affect women as they
play a vital role in providing/producing food, child
nutrition and generating family income. A study by
CARE (2002) in the annually flooded province of
Prey Veng points out that flooding not only damages
women’s farming and assets, but also increases their
workload. Because they have to spend more time
collecting food (far from village) for their family and
caring for children, they have less time for farming
and earning daily income. As a last resort, they are
often pushed into debt (loan) in order to cope (CARE
2002). A case study by the Women’s Environmental
Network (2010) also reveals that widows and
orphans have real difficulty coping with climate
change; already weakened by under-nutrition, they
are particularly susceptible to disease.

Natural Resources
(i) Water

A climate change screening (i.e. assessment/
identification of climate change risks and adaptation
options) conducted by Danish International
Development Agency (DANIDA) and the Cambodia
Climate Change Office (CCCO) of the Ministry
of Environment (MoE) in 2008 reports that in
Cambodia, vulnerability to climate change is high
and current capacity to adapt and address impacts
of climate variation is limited (DANIDA 2008).
Water shortage, food insecurity and greater risks to
human health and life as a result of climate change
will particularly affect the poor and vulnerable.
Chem and Someth (2011), for example, reveal that
farmers face water shortage in the dry season, though
there is much more water in the wet season. Water
use conflicts between upstream and downstream
irrigation/farming communities and different water
user groups often flare up in the dry season. Existing
irrigation systems simply do not have the capacity
to ensure equitable allocation of water or enforce
effective water resource management policies
(Chem & Someth 2011).

Irrigation structures and hydropower dams in
upstream locations divert water flow and effectively
disconnect hydrological processes by changing the
quality and quantity of water, resulting in too much or too
little water and impeding fish migration and sediment
movement. Changes in the hydrological cycle will
create complexities for water quality, availability and

allocation among water users in the river basins (MoE
& UNDP 2011). Furthermore, because irrigation water
planning and management is particularly fragmented,
water shortage in the dry season is a major problem
every year (Chem & Someth 2011).

Human activities (conversion of forest
for agriculture, agro-industry, hydropower
development) and climate change impacts (flood,
drought) lead to the erosion of fertile topsoil from
uplands to lowlands. This erosion further results in
high sedimentation, exposes rock and sand which
increases water run-off, decreases water quality and
reduces agricultural productivity in key watersheds.
Resultant of significant efforts to manage and protect
the stability of natural resources and biodiversity in
a sustainable manner, some important measures are
already in place. These include draft sub-decrees
on River Basin Management and Farmer Water
User Communities, the draft National Action Plan
(NAP 2011-20) to combat land degradation, Law
on Protected Areas, Law on Fisheries and Law on
Forestry. In addition, reservoirs in Tonle Sap Basin
Protection and Conservation Zones I, II and III have
been demolished and economic land concessions
and private fishing lots cancelled (MAFF 2012;
MoWRAM 2011; Nang & Yem 2010).

(ii) Land Cover/Forests

Forests are crucial for regulating the environment,
carbon cycle and climate systems as well as for
sustaining local livelihoods such as employment
on plantations and in forest-based industries
(timber and non-timber forest product processing),
collecting food, medicinal plants and utility items,
and generating income from local NTFP and carbon
markets (MAFF 2009). Climate change is expected
to disrupt forest productivity, increase biodiversity
loss and hasten forest degradation including the
loss of wet and dry forest ecosystems (MoE 2002;
MRC 2009). The Intergovernmental Panel on
Climate Change reports that forest expansion and
forest migration will be curtailed and biodiversity
threatened by land use change/reduced tree cover and
population pressure (IPCC 2007a). Clearing forest
areas for other land use, such as for urban purposes,
agriculture and other developments, results in fewer
trees to absorb carbon dioxide and release oxygen.
The consequent increase in greenhouse gases and
carbon dioxide emissions warm the atmosphere thus
fuelling greater intensity and uncertainty in weather
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variation and climate change impacts.

The depletion of forest resources due to lack of
forestry management and land use planning could
have disastrous consequences for the environment
and local livelihoods, for forest-dependent
communities in general and indigenous people in
particular. The conversion of forestland is typically
associated with immediate reduction in forest carbon
stock (IPCC 2007b). Cambodia’s forest area has
declined considerably (Vong & Michael 2009): as of
2010, forest cover had decreased by 16 percent since
1965, with annual deforestation rate of 0.52 percent
in 2002-10 (MAFF 2012). The expected increase in
agro-industrial crop production, specifically rubber,
cassava, sweet potatoes and soybeans, over the
next few years will inevitably lead to expansion of
cultivated areas (Ros et al. 2011). It is clear that the
livelihood systems of communities close to large
land conversion areas will be immediately affected
by adverse impacts of human-induced change (e.g.,
restricted access to and control over land, water and
forest resources) than climate change. Nonetheless,
in the long term their standard of living (i.e.,
employment opportunities, infrastructure, public
services such as schools and health centres, markets)
is likely to improve.

(iii) Inland and Marine Fisheries

Marine and freshwater fisheries are important to
Cambodian livelihoods. A preliminary analysis of the
impacts of a one metre sea level rise on Cambodia’s
coastalzone undertaken by the Ministry of Environment
identifies Koh Kong as the most vulnerable of the five
provinces likely to suffer. Because the land along Koh
Kong’s coastline is mostly low-lying, about 0.4 percent
of the total province area would be permanently under
water, and mangrove and other forest, aquaculture,
grassland and human settlements would be seriously
damaged (MoE 2002).

The Tonle Sap Basin has the largest freshwater
fishery in the country and in Southeast Asia.
Hydrological change in the Tonle Sap Lake system
would significantly change natural systems. In
particular, contraction of the overall flooded area
would affect the unique flood pulse (recession and
flooding) of the Lake which supports a rich variety
of plant species and aquatic life, disrupt the cycle of
natural nutrient exchange, reduce overall ecosystem
productivity, and lower fish production/catch (MRC
2010). The combined effects of over-fishing, climate

change (precipitation), hydrological change (water
flow, quality and quantity) and degradation of nutrients
in the Mekong River and Tonle Sap Lake are expected
to decimate fish habitats, fish stocks and lead to the
extinction of fish species (Ros ef al. 2011).

Discussion and Conclusion

Climate variability and its negative effects already
challenge rural livelihoods, though the specific
nature of climate change impacts continues to be
uncertain. Despite Cambodia’s robust economic
growth in the last decade, climate extremes hinder
efforts to reduce inequality between and within
urban and rural areas and to narrow the gap between
the rich and the poor (MoP 2010).

More attention must be paid to improving the
agricultural sector as it is the main rural livelihood-
supporting resource. Proper land and water
management can positively contribute to water
security (access to adequate quantity and quality),
crop production and farming system resilience
(e.g. crop and income diversification particularly
in rain-fed farming systems). In 2009 Cambodia’s
community forests, projected to expand by up to 11
percent, totalled 401 and covered 380,587 ha or about
2 percent of the total land area. If the target is achieved
then community forests would cover an area of more
than two million hectares, contributing not only to
local people‘s livelihoods but also to moderating
climate change (Vong & Dutschke 2009).

Exploitation of coastal and marine fisheries is
already beyond their regenerative capacity .and if
it continues unregulated will likely deplete marine
species and fish stocks and worsen the livelihood
hardship faced by coastal fishing communities
(Ros et al. 2011). Freshwater fisheries resources
and livelihoods dependent on them face similar
challenge. Lack of financial resources and low
capacity hinder fishers in the Tonle Sap area from
improving their livelihoods despite the government’s
bold fishery reform that released 538,000 hectares
(56 percent) of former private fishing lots for public
access (So et al. 2011). Multi-sectoral support
(technical, financial) from all stakeholders along
with strong law enforcement measures is essential
to protect fisheries resources and to strengthen rural
livelihoods. Likewise, livelihood diversification
(ecotourism, vegetable cropping, micro-business)
must be considered so as to reduce the pressure on
rapidly depleting fishing grounds (ibid).
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Livelihood improvement, poverty reduction
and climate change adaptation initiatives should
consider the economic, social and productivity
implications of protecting and improving the natural
resource base, and ensure equitable access to and
control over key resources by local communities.
To some extent, policies aimed at environmental
protection and ecological health are already
integrated into international agriculture, industry
and economic development decision-making and
planning. Environmentally sustainable development
is imperative to addressing challenges related to
inclusive economic growth, social progress and
poverty reduction, while adaptation to climate
change as well as climate change mitigation is key
to sustaining and improving rural livelihoods.

Disaster risk reduction programmes, climate-

related  disaster-preparedness and  response
strategies, and important resources (human,
logistics, communication/information) must be

in place to identify and prioritise exactly where,
how and when to act as well as the institutions,
communities and individuals that should implement
these adaptive and response strategies. This is
to mitigate the uncertainty of climate change and
anticipated effects on water and food supplies,
livelihoods and economies. The involvement of the
state, private sector and civil society and, critically,
the integration of local/indigenous knowledge,
in planning and implementing income, land
use and farming diversification strategies using
appropriate eco-friendly technology would help
sustain livelihoods and mitigate climate change
and development impacts. Increasing adaptive
capacity to cope with the challenges of both short
and long-term climate changes is an urgent priority,
particularly in agriculture and natural resources
management sectors. Effective institutions at all
levels, especially at local and community level, are
needed to plan and implement adaptation actions
so as to strengthen resilience to climate change,
particularly to support poor, natural resource-
dependent households, women and other vulnerable
groups with limited capacity, assets and resources
to cope with climate change challenges.
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Credit for Rice Farmers: A Study in Takeo

Province!

Introduction

Lack of access to both working and investment
capital by farmers is the major factor hindering
transition from low-input agricultural systems to
more productive ones (ACI 2005). Microfinance has
boomed in Cambodia (CAM 2011), yet the outreach
to smallholder farmers remains limited mainly due
to risks posed by insecure land tenure and uncertain
returns to on-farm investment. Meanwhile,
rice productivity in Cambodia is significantly
constrained by low application of agricultural
inputs, i.e. fertiliser, mechanisation and irrigation
(ACI 2005; World Bank 2007). Easing access to
rural credit would be a significant step forward for
agricultural development. Understanding the pattern
of credit access and the way it affects rice farmers’
loan decision could usefully inform policy options
to improve the viability of rural credit delivery.

The hypothesis is that ready access to credit
raises rice farmers’ productivity and farm income,
thus improving the well-being and reducing the
vulnerability of rural households. This study seeks
to (1) understand the patterns and characteristics of
credit access of different farmers, (2) investigate
the impact of credit on farmers’ livelihood and
production systems, (3) identify challenges and
opportunities for successful credit utilisation, and
(4) provide key options for improving credit access
and promoting successful farm credit utilisation.

Rice Farming Systems in Takeo Province

There are two main rice-farming systems in Takeo
province: lowland non-irrigated and lowland irrigated
(UNCDF 2011). Four districts, namely Kirivong,
Koh Andet, Borei Chulsar and Angkor Borei, lead
in dry season rice production due to their favourable
natural endowments, i.e. secure water supply and
proximity to the border with Vietnam where farmers
can readily access agricultural inputs and markets.
The total cultivated area of 248,228 ha is made up
of about 9139 ha irrigated land, 97,505 ha flooded

! Prepared by Kem Sothorn, Research Associate, Poverty
Agriculture and Rural Development Programme. This
article draws on Case Study 4 of the ACIAR Project
(ASEM/2009/023) “Developing Agriculture Policies for
Rice-based Farming Systems in Laos and Cambodia” due to
be completed in May 2014.

Figure 1: Map of Study Areas
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rice and the remainder is non-irrigated land used for
other crops. Average yield in 2011 was 2.53 tonnes
per ha for wet season rice and 3.3 tonnes per ha for
dry season rice. Total rice production in the same
year was 1,105,031 tonnes with reported surplus of
around 800,000 tonnes, equal to 17.61 percent of the
country’s total rice surplus (UNCDF 2011).

Rice farming in Takeo is transforming from
traditional subsistence farming to commercialised
farming (Oveson et al. 2012). This is evidenced
by gradual replacement of traditional inputs with
fertiliser, pesticides and mechanisation in the wet
season, irrigated farming in the dry season, and the
cultivation of fast growing high-yielding varieties
(UNCDF 2011). Market demand for rice export to
Vietnam is one of the main drivers of commercial
rice farming in Takeo. Other contributing factors
include availability of water and irrigation facilities,
access to farm production technology and inputs
(seeds, fertilisers, pesticides, credit), and increased
agricultural mechanisation.

Key Findings
Credit Outreach

Both formal and informal credit is available
in Takeo. Ten microfinance institutions (MFIs)
currently operate in the province, covering all
10 districts. The number of MFI borrowers
totalled 116,695 in 2011, but as Figures 2 and 3
illustrate, the distribution between districts varies
widely, reflecting population density, economic
diversification and agricultural production (CMA
2011). Most farming in the province is subsistence-
based. Majority of people do not use credit to invest



CAMBODIA DEVELOPMENT REVIEW

VOLUME 16, ISSUE 3, OCTOBER 2012

Figure 2: Size of Loans by District

Figure 3: Number of Borrowers by District
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in agriculture; instead, they take out loans for other
purposes such as business expansion, migration
and buying household assets. Around 70 percent
of borrowers prefer small loans of USD250 to
USD1500. Bati and Tramkak districts have the
highest number of borrowers; however, the greatest
demand for agriculture loans is from commercial
rice producers in Angkor Borei, Bourei Cholsar, Kiri
Vong and Kaoh Andet districts, which reportedly
have the highest number of farmers accessing credit
for irrigated rice production.

Several studies (see for example, Kim 2001
and Phlong 2009) highlight the important role
of social networks in enabling farmers to access
financial services. Most smallholders prefer to
obtain credit from local (informal) moneylenders
(Figure 4) because the system is flexible and no
collateral is required. The average interest rate
charged is 10 percent per month, three times higher
than that charged by MFIs. Despite lower interest
rates, several factors inhibit smallholder farmers
from using MFI loans. First, lack of collateral is
the biggest constraint as 57 percent of farmers in
Takeo have less than one ha of land. Second, the
poor’s extreme vulnerability to both idiosyncratic
and covariant’ shocks impedes them from forming
groups to access loans. Third, high risk of crop
failure means MFIs are reluctant to extend loans
to subsistence farmers. And lastly, farmers lack the
necessary technical knowledge and entrepreneurial
skills to secure and use loans effectively.

Semi-commercial rice farmers cultivate both wet
and dry season rice for household consumption and
for sale. They rely on local input suppliers (in-kind
loans) or local moneylenders and MFIs for capital.

2 Idiosyncratic shocks affect some individuals or households
but not others; covariant shocks affect many people at the
same time.

Source: CMA database 2011

On average, farmers apply 100 kg of fertiliser per
hectare, equivalent to 21 percent of total input cost.
They use MFIloans to hire agricultural machinery for
dry seasonrice production, equal to 38 percent of total
input cost. Loan sizes are usually modest—around
USD250 to USD500—because most landholdings
are too small to offer sufficient collateral to secure
larger loans. This suggests that the credit farmers
are able to access is less than actual demand. The
cost of fertiliser and pesticide inputs for dry season
rice farming is seven times higher than for wet
season rice farming, claiming 32 percent of total
output. Lack of capital forces farmers to buy inputs
on credit from local suppliers at a monthly interest
rate of 5 percent (Table 1). High input costs, volatile
rice prices, exorbitant interest rates and inability to
access medium size loans squeeze semi-commercial
rice farmers’ profit margin. Gross profit is USD277
per hectare for wet season rice and USD540 per
hectare for dry season rice. Low agriculture income
also suggests farm households’ modest living
conditions and limited ability to cope with shocks.
Commercial farmers cultivate dry season rice
exclusively for sale (Table 2). They use MFI loans
to cover all production expenditure. Most farmers

Figure 4: Pattern of Credit Access by Rice Farmers
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Table 1: Production Costs of Semi-commercialised Rice Farming (‘0000 riels per hectare)

Type of cost Wet season rice Dry season rice
1. Inputs Amount % of input | % of output Amount % of input | % of output
(‘0000 riels) (0000 riels)

Land preparation 16 13 7 36 11 6
Seed 7.5 6 3 36 11 6
Hired labour 35.2 30 15 0 0 0
Chemical fertiliser 24.5 21 11 129 37 23
Pesticide 0 0 0 50 15 9
Irrigation water 30 25 13 64 19 11
Threshing 6 5 3 28 7 6
Total input costs 119.2 100 52 343 100 61

2. Gross margin 110.8 48 215 0 39

3. Output: paddy production 230 100 558 100

Source: Data from field interviews (May 2012)

hold 3-4 ha of land that allows them to obtain MFI
loans of USD1000 to USD1500, though some
use their own capital. The cost of production is
USD772 per ha, equivalent to 65 percent of total
outputs. Farmers grow IR rice varieties which yield
an average of 6 tonnes per ha. After harvest, farmers
can make on average USD427 per ha. But the rush
to repay MFI loans to avoid interest charges together
with expenditure on machinery hire and irrigation
force farmers to sell their rice immediately after
harvest, preventing them from taking advantage
of higher rice prices in the wet season. Credit
seems to be much more viable when invested in
commercial rice farming. Access to credit connects
farmers to markets, agricultural inputs and physical
infrastructure supports, and enables them to optimise
benefits from natural endowments. This combination
of enabling factors enhances rice productivity in
the province and significantly contributes to farmer
livelihood improvement.

Impact of Credit on Rice Farmers’ Livelihood
The chance of loans successful use in subsistence
rice production is slim due to binding constraints

Table 2: Production Costs of Commercialised Dry
Season Rice Farming (‘0000 riels per hectare)

Type of cost Dry season rice
Amount % of | % of
1. Input (‘0000 riels) | input | output
Land preparation 28 9 6
Seed 21 7 4
Hired labour 0 0 0
Chemical fertiliser 46 15 10
Pesticide 130 42 27
Irrigation water 56 18 12
Threshing 28 9 6
Total input costs 309 100 65
2. Gross margin 171 35
3. Output: paddy production 480

Source: Data from field interviews (May 2012)

in the agriculture sector, i.e. lack of infrastructure
supports, high input costs and insufficient collateral,
risk exposure and vulnerability of farm households,
limited opportunity for income diversification and
rice price volatility. However, credit could have
a more positive impact if smallholders use it for
more productive non-farm purposes. In focus group
discussion (FGD), some farmers who had used
loans to diversify their income source by investing
in non-farm activities reported having increased
their household assets and food security. Ultimately,
broader access to rural credit should contribute to
gradual improvement in smallholders’ livelihoods
and build their resilience to shocks.

The impact of loan use on semi-commercial rice
farmers’ livelihood is uncertain, mainly because
low agricultural diversification heightens the risk of
production failure. Whether loan use has positive or
negative outcomes depends on farm profit, which
in turn depends on uncertainties such as rice price
fluctuations and the weather. In 2012, for example,
the rice price dropped from 1200 riels to 700 riels
per kg, reducing farm net profit to just USD328 per
ha. In such a situation, access to microfinance could
actually worsen farmers’ livelihoods and push them
into deeper indebtedness. Nonetheless, access to
capital can help accelerate the shift from subsistence
production to commercial farming.

Greater presence of MFIs has led to the expansion
of commercial agricultural production in Takeo
province. Credit, together with irrigation and access
to markets and agricultural technology, enhances the
yield in commercial rice farming. Further, farmers
reported increased household assets, better housing
conditions, more mechanisation, better education
for children, and improved food security as result of
higher farm profit. However, rising production costs
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and rice price volatility might negatively affect farm
income. In addition, there have been reports of more
frequent pestinfestation and pollution from intensive
pesticide use. This in turn could have environmental
consequences that threaten the quality of farming
systems. It is also likely that heavy use of pesticides
not only increases production costs but also affects
farmers’ health, which will lead to higher health
expenditure.

Challenges and Opportunities for More Viable
Credit Use

The study findings highlight several challenges
and opportunities for more viable credit use; these
are summarised below:

Challenges

- High interest rates: MFIs charge around
30 percent interest per year in order to cover
operational costs and maintain financial
sustainability; many still depend on outside
investors, while low domestic savings remain a
barrier to lowering the interest rate in the near
and medium term.

- High farm production costs: high input costs,
particularly low quality fertilisers and rising cost
of mechanisation due to the soaring fuel price,
continue to hinder overall long-term agricultural
growth, not just rice production.

- Trade-off between better credit outreach and
MFIs’ financial sustainability: the need to
ensure maximum returns to loans by carefully
assessing potential clients means that MFIs’
effectively screen out smallholder farmers
with no collateral and the poor who tend to be
highly vulnerable. Some MFIs such as CREDIT
and Vision Fund have developed a special loan
package (with capital support from donors) for
this particular group of people.

- Lack of land titling and entrepreneurial
skills: without a formal land title, farmers have
no collateral and therefore cannot access formal
credit. To date, 273,253 plots of land have proper
titles (MLMUPC 2011); however, there is no
available data on the proportion of titled land to
total landholdings. In the FGDs, some farmers
implied that they could not access microfinance
because their land lacks formal title, while others
whocouldaccess finance lacked the entrepreneurial
skills to use loans efficiently and effectively.

Opportunities

- Lowerinterest rates: MFIs are likely to cut interest
rates on loans in the future due to two major factors:
competition among MFIs, and increasing local
savings/deposits. MFIs aim to reduce the interest
rate to 1 percent per month, though this will depend
on the amount of savings deposited.

- Rice export: increasing global food demand
plus government policy to promote rice export is
driving rice sector growth. Government efforts
to improve agriculture sector infrastructure, such
as irrigation facilities and the road network, and
increased private sector investment in rice milling
and storage will boost production, facilitate trade,
ensure local markets and stabilise rice prices.

Policy Options
Drawing on the study findings, we recommend

that policy decision making and planning consider

the following options:

- Accelerate land titling: the Land Management
and Administration Project (LMAP) is processing
more land titles, but the needs of small farmers
and the poor need to be further prioritised.

- Invest in agricultural infrastructure: long
prioritised by the government to improve
productivity and reduce production risks,
further investment in infrastructure to support
subsistence farming is needed; greater private
sector involvement in the rice sector through
contract farming could be encouraged; small
and medium-scale rice milling will secure
market demand for rice and smooth rice price
fluctuations.

- Provide more extension services: demonstrating
improved cultivation methods to farmers could
help increase productivity and farm income; with
the benefit of business skill training, farmers
would stand a better chance of using MFI loans
more efficiently and successfully. NGOs’ and
development partners’ could integrate these
measures into their development programmes.

- Expand Social Protection Programme:
especially vulnerable to shocks, the poor
commonly resort to loans when their income
is stressed despite the high risk of falling even
deeper into indebtedness; increased investment
in the Social Protection Programme would help
reduce risk and vulnerability among the poor and
protect them from falling into debt.



CAMBODIA DEVELOPMENT REVIEW

VOLUME 16, ISSUE 3, OCTOBER 2012

References

Agrifood Consulting International (2005), Final
Report for the Cambodia Agrarian Structure
Study, prepared for the Ministry of Agriculture,
Forestry and Fisheries, Royal Government
of Cambodia, the World Bank, the Canadian
International Development Agency (CIDA) and
the Government of Germany/Gesellschaft fiir
Technische Zusammenarbeit (GTZ) (Bethesda,
MA: ACI)

Cambodia Microfinance Association (2011),
Microfinance Information Exchange (Phnom
Penh: CMA)

Kim S (2001), “Reciprocity: Informal Patterns of
Social Interactions ina Cambodian Village”, master’s
thesis, Northern Illinois University, [llinois

MLMUPC (2011), Land Adminstration Sub Sector
Program Newsletter, Issue 1 (Phnom Penh:

Ministry of Land Management Urban Planning
and Construction (MLMUPC))

NIS (2008), National Census Map Layers and
Database (Phnom Penh: NIS)

Ovesen, J., [.B. Trankell, Heng K. & Sochoeun C.
(2012), Rice Farming and Microcredit in Takeo
(Phnom Penh: Uppsala University and Intean
Poalroath Rongroeurng Ltd)

Phlong P. (2009), “Informal Credit Systems in
Cambodia”, master’s thesis, Nothern Illinois
University, Illinois

UNCDF (2011), Takeo Provincial Development
Outlook (Phnom Penh: UNCDF)

World Bank (2007), Sharing Growth: Equity and
Development in Cambodia (Phnom Penh: World
Bank for the Cambodia Development Cooperation
and Forum)

Continued fiom page 5 Challenges of Rural...

org/assets/Publications/report-management-
develop/MRC-IM-Nol-Adaptation-to-climate-
change-in-LMB.pdf (accessed 12 July 2012)
(MRC: Ventiane)

MRC (2010), Technical Note 10. Assessment of
Basin-wide Development Scenarios: Impacts on
the Tonle Sap Ecosystem : MRC

Nang P. & Yem D. (2010), Sustainable Pathways
for Attaining the Millennium Development Goals:
Cambodia Case Study. ACDRI Special Report
(Phnom Penh: CDRI)

RGC (2010a), Achieving Cambodias  Millenmium
Development Goals. Updated 2010 (Phnom Penh: MoP)

RGC (2010), Cambodia Post-Ketsana Disaster
NeedsAssessment. Partl: Main Report, http://www.
gfdrr.org/gfdrr/sites/gfdrr.org/files/GFDRR
Cambodia PDNA 2010 EN.pdf (accessed 9
August 2012) (Phnom Penh: CNCDM)

RGC (2012), Flood 2011 Report (Phnom Penh:
CNCDM)

Ros B., Nang P. & Chhim C. (2011), Agricultural
Development and Climate Change: The Case of
Cambodia,Working Paper Series No. 65 (Phnom
Penh: CDRI)

Saad-Filho, Alfredo (2010), Growth, Poverty and
Inequality:  From Washington Consensus to
Inclusive Growth, DESA Working Paper No. 100
(New York:UN-Department of Economic and Social
Affairs),http://www.un.org/esa/desa/papers/2010/
wpl00 2010.pdf (accessed 10 June 2012)

10

So S., B.D. Ratner, K. Mam & S. Kim (2011), Conffict
and Collective Action in Tonle Sap Fisheries:
Strategic Priorities to Improve Governance and
Support Community Livelihoods, Policy Brief
(drafted) (Phnom Penh: CDRI)

UNEP (2012), “Environment and Development
Challenges: The Impartive to Act”, paper presented
at the 12th UNEP Governing Council meeting,
Nairobi, Kenya, 20 February 2012, http:/www.nfp-
facility.org/21398-0-0.pdf (accessed 2 August 2012)

UNESCAP (2008), Monitoring and Reporting
Progress on Community-Based Disaster Risk
Management in  Cambodia(Bangkok: Asian
Disaster Preparedness Center). http://www.adpc.
net/v2007/programs/CBDRM/Publications/
Downloads/Publications/Cambodia_Update.pdf
(accessed 2 August 2012)

USAID (2005), Livelihoods and Conflict: A Toolkit
for Intervention
http://www.adpc.net/v2007/programs/CBDRM/
INFORMATION%20RESOURCE%20
CENTER/CBDRM%20Publications/2008/final
crcambodia_23nov.pdf (accessed 12 July 2012)

Vong, S. & Michael Dutschke (2009), Integrate
Climate Change Issues into the National Forest
Programme in Cambodia, background paper for
National Workshop, Phnom Penh

Women’s Environmental Network (2010), Gender
and the Climate Change Agenda: The impacts
of Climate Change on Women and Public Policy
(London: WEN)



CAMBODIA DEVELOPMENT REVIEW

VOLUME 16, ISSUE 3, OCTOBER 2012

Rural Household Knowledge, Attitude and
Practice (KAP) on Safe Water, Sanitation
and Hygiene: A Study in Five Provinces!

Introduction

Progress in expanding the reach of essential
water supply and sewage disposal infrastructure
and sanitation facilities in Cambodia has been slow
mainly because from the late 1970s to the mid-
1990s rural water supply and sanitation activities
out of necessity focused on the provision of
emergency relief. Earliest available data indicates
exceptionally low rural sanitation coverage of
just 2 percent in 1995 and only 8 percent in 2002
(Rosenboom 2011). Coverage has since increased,
rising sharply to 14 percent in 2004 and almost 22
percent in 2005 (World Bank 2008). However,
as the Ministry for Rural Development’s (MRD)
National Sanitation and Hygiene, Knowledge,
Attitudes and Practices (KAP) Survey in 12
provinces in 2010 reports, only 29.6 percent of
households have access to a latrine.

Low access to safe drinking water and poor
sanitation and hygiene (S&H) practices are a drain
on the Cambodian economy. Poor sanitation is
responsible for estimated annual economic losses
of USD448 million, equivalent to about USD32 per
capita or 7.2 percent of Cambodia’s GDP in 2005
(World Bank 2008). That one in six (17 percent)
Cambodian children die before their fifth birthday
largely from preventable conditions related to
diarrhoea caused by contaminated water, poor
hygiene and lack of sanitation is a stark reminder
of the human cost (Mom 2011). Although poverty
decreased from 30.1 percent in 2007 to 27.2 percent
in 2010, household investment in sanitation facilities
remains low. With over 80 percent of the population
living in rural areas, improved rural S&H coverage
is imperative for social well-being and poverty
reduction. Prime Minister Hun Sen underscored
its importance when he said “In Cambodia,
poor sanitation and hygiene is one of the factors
contributing to the poverty of Cambodian people
and blocking the efforts of the Royal Government

' Prepared by Vong Sreytouch, research associate, Social
Development Programme, CDRI. The author would like to
acknowledge Plan International Cambodia for its generous
support of the project.
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of Cambodia in national economic development”
(World Bank 2008: 5).

The government is now better positioned to focus
efforts more on long-term initiatives to develop rural
water supply and sewage disposal infrastructure and
raise public awareness to boost the uptake of S&H
practices. Access to clean water and latrines and the
promotion of S&H practices have been prioritised
and integrated into the national strategic development
framework (CDC 2011). Cambodian Millennium
Development Goal 7 (Ensure Environmental
Sustainability) aims to provide access to safe drinking
water to 50 percent and improved sanitation to 30
percent of the rural population by 2015. To support
these priorities, the National Policy on Water and
Sanitation was drafted in 2003. This policy highlights
the government’s clear vision that “every person in
rural communities has sustained access to safe water
supply and sanitation services and lives in a hygienic
environment by 2025 (World Bank 2008: 9).

Background to the Study

With the overall goal of strengthening the
promotion of S&H practices in rural communities,
the MRD has established the Cambodia Rural
Sanitation and Hygiene Improvement Programme
(CR-SHIP) in partnership with Plan International
Cambodia with funding support from the Global
Sanitation Fund (GSF) of the Water Supply and
Sanitation Collaborative Council (WSSCC). The
CR-SHIP aims to increase access to improved
sanitation and advance proper hygiene practices
by: (1) encouraging the consistent use of latrines,
handwashing with soap and safe drinking water
in rural communities; and (2) developing and
strengthening the capacity of government, local
authorities and local NGOs to promote better
sanitation and hygiene practices.

To establish benchmark information for the CR-
SHIP on rural household knowledge, attitude and
practice (KAP) on safe drinking water and storage,
construction and utilisation of household latrines
and hygiene practices, CDRI conducted a baseline
household survey in Kompong Cham, Kandal,
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Takeo, Svay Rieng and Kompong Speu provinces.
This article reports the key study findings from which
some recommendations to improve the effectiveness
of public health S&H messages and boost the
adoption of better S&H practices are drawn.

Methodology

The study team employed both quantitative and
qualitative approaches consisting of a survey of
841 randomly selected households, semi-structured
interviews and observations. Qualitative information
was gathered via 20 key informant interviews (KIIs)
and 40 focus group discussions (FGDs). KlIs with
village chiefs, commune councillors, parents and
teachers as well as local health facility and Provincial
Department for Rural Development (PDRD) staff
provided broad insights into the overall effectiveness
of S&H practices in the study areas. FGDs with
women-only groups, mixed groups of women and
men, primary school teachers and primary school
children provided detailed information on problems
relating to household adoption of S&H practices.
Supported by PDRD staff, field data was collected
over 10 days from 27 November to 6 December2011.
Data was then entered into SPSS and transferred to
STATA for analysis.

Findings
Utilisation and Construction of Household Latrines

More than half of the sample households (60.17
percent) do not own a latrine, indicating that nearly
40 percent own some type of latrine. Majority
(97.31 percent) of latrine owners have an improved
latrine type—flush or pour-flush draining to a septic
tank or pit (Table 1)—about 96.42 percent of whom
reported their latrine to be in working order (Table
1); only 5 percent said that it is not the first one they
have owned, suggesting that many of the households
are new latrine owners.

The main reasons given for households not
owning a latrine are money/high cost of building one
(97.80 percent), no locally available construction
materials (26 percent), and no external support such
as government and NGO subsidies (10.50 percent).
FGD results confirmed that a household’s financial
status is one of the main reasons for not having a
latrine. One participant in a women-only FGD
stated “It’s not easy to sell labour for building a
latrine, since what I earn is gone [spent] everyday”,
2 4100 riels equal USDI
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Tablel: Household Latrine Ownership, by Type
(n=335)

Type of latrine Percent
Improved

Flush or pour-flush to sewer 0.6
Flush or pour-flush to septic tank or pit 97.31
Total 97.91
Unimproved

Flush or pour-flush to elsewhere 0.9
Open pit latrine without slab 0.3
Latrine overhanging water 0.6
Other 0.3
Total 2.1

a point echoed by a commune councillor - “I have
never heard anyone talk about difficulties in using
a latrine, they only talk about money. If they have
money, they can build a latrine”.

Interestingly, regardless of financial status
households’ preferred choice of latrine is the more
expensive water-flush type. Households without a
latrine (86 percent) opted for the water-flush type
and would build one if they had enough money,
as affirmed in the women-only FGD in Kompong
Cham — “I don’t want to build an open pit latrine
without a slab (dry latrine) because it is too dirty
and I’m waiting until I have enough money to build
a flush latrine”.

Household Perception of Latrine Construction Cost

Sanitation marketing programmes, supported
by NGOs in partnership with private construction
material outlets and local authorities, are operating
in the study provinces. For example, Lien Aid runs
educational programmes and cooperates with local
authorities (village chief, commune councillors)
and local builders merchants/outlet stores to transfer
skills on treating water and building sanitation
infrastructure to local communities. The cost of
a flush or pour-flush latrine, consisting of three
soak pits and one pour-flush pan, is KHR164,000
(USD40)?, including free delivery. A commune
councillor from Choeung Prey district, Kompong
Cham, remarked “buying [a latrine construction
set] from Lien Aid is cheaper than [buying one]
from a private source which costs KHR200,000
(USD48.78) or more; the cost of one soak pit varies
by about KHR10,000 (USD2.43)”.
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Figure 1: Perceived Cost of Building a Latrine

43% M Less than $100
H $100 to $300

More than $300

Household perception is that the cost of building
a latrine is prohibitive. For example, only 12 percent
of the households believed the cost to be less than
USD100, whereas more than three-quarters thought
it would cost USD100-300 or more to build an
acceptable latrine for their family (Figure 1). It is
likely that insufficient personal savings is the main
barrier preventing households that have not yet
installed a latrine from doing so. At the same time,
the general perception that the cost of an adequate
latrine is much more that it actually is further
discourages households from building one.

Key informants’ (villagers, commune chiefs,
village chiefs) knowledge on loans offered by
microfinance institutions (MFIs) to build sanitation
facilities was patchy. Most had no idea that latrine-
related credit even exists, but some were aware
that such loans are available from MFIs. Indeed,
many MFIs have started to extend services to the
villages, but sanitation-related loans are not always
considered by either the MFIs or villagers. Although
villagers often use MFI loans to invest in rice and
crop farming, they are unlikely to borrow money
from an MFI to build a latrine. Asked about their
views on using MFI services to build a latrine, 92
percent of households showed no interest in doing
so. The common reason given for this reluctance
is (the fear of) being unable to make the regular
repayments required as a condition of an MFI loan
(83 percent). Observations from FGDs and Klls
support these views:

None of the villagers here have used an

MFI loan to build a toilet because MFIs do

not allow it; also, people dare not borrow,

as they are afraid of not having the money to
pay back the loan... (Chief of Santech Lech

* Significant at 1 percent level, with a correlation coefficient
of 0.165
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village, Dong Kda commune, Kompong
Cham province)

NGOs (MFls) do not provide loans for
building toilets...if we want to borrow, they
will give us a loan, but we do not want to do
this because we are afraid we cannot pay them
back... (Chief of Angkor Chey Leu village,
Moha Khnoung commune, Koh Sotin district,
Kompong Cham province)

[1] don't dare to borrow or use a loan
for building a latrine, [I have] no means to
pay back the loan because a latrine cannot
make income... (Woman from Santech Lech
village, Dong Kda commune, Kompong
Cham province)

[1] never think about borrowing money
to build a toilet or buy a water filter because
[I am] afraid of losing [our] rice farm...
(Father of four children in Trapeang Sla
village, Sompong Chey commune, Cheung
Prey district, Kompong Cham province)

Household Knowledge of Safe Drinking Water,
Sanitation and Hygiene

Mass media (television and radio) is households’
main source of public health information or
messages, followed by community meetings
(including community training) which also provide
an effective channel for conveying hygiene and
safe drinking water messages to rural communities.
Households had heard or received messages about
drinking safe water (57.90 percent), building latrines
(36 percent), and handwashing with soap (32.70
percent) in the past year.

Households generally associated S&H with
clean/safe water (80 percent), hand hygiene and
cleanliness (64 percent) and food hygiene (44
percent), and were aware of how to maintain good
standards of cleanliness and hygiene. Respondents’
knowledge of how diarrhoea spreads and its
prevention was also notable; they were aware that
diarrhoea can be transmitted through unclean food
(67 percent), unclean water (67 percent), flies (60
percent) and dirty hands (48 percent), though only
17 percent knew that diarrhoea can spread through
open defecation (OD).

Knowledge on S&H is significantly correlated
with the household head’s educational attainment.
Using Spearman’s correlation, household head’s
education positively correlates® with knowledge on



CAMBODIA DEVELOPMENT REVIEW

VOLUME 16, ISSUE 3, OCTOBER 2012

how diarrhoea is contracted, and is also positively
correlated with household knowledge on how
diarrhoeais spread at 5 percentlevel and a correlation
coefficient of 0.085. This suggests that the higher
a household head’s education, the more likely it is
that household members understand the concept of
S&H practices, maintain good standards of S&H,
and know how to prevent diarrhoea. Additionally,
household heads viewed good health, i.e. avoiding
sickness and preventing infectious disease (94
percent), as the main reason for maintaining good
S&H standards. They were also aware of the value
of handwashing, but their perception of the critical
times for doing so differed according to their
occupation: female household heads were more
aware of the need to wash hands before preparing
food and cooking, while others responded that
before and after eating and after defecating were the
most important times.

Household knowledge of water storage and
treatment is also high. The main reasons cited for
storing water are to prevent contamination (75
percent), to keep it clean (23 percent) and safe (19
percent). They also affirmed that they treat drinking
water to combat contamination by germs, bacteria,
dirt or faeces (62.30 percent), for good health (50
percent) and to prevent sickness (19 percent).

Household Adoption of Safe Drinking Water,
Sanitation and Hygiene Practices

Ideally, hand-washing should be habitual rather
than an occasional occurrence. Participants reported
they tend to only wash their hands before eating,
especially after working in the rice field, after using
the latrine (defecation) and when their hands are
dirty. However, it is likely that children wash their
hands more often than adults. For example, one
parent declared “My children are better at washing
their hands than me and my husband; they always
ask — have you washed your hands yet?” This is
possibly because school teachers constantly remind
children about S&H, especially the importance of
hand-washing. School children explained “teachers
advise us to wash our hands regularly, before and
after eating, and to wash our hands with soap after
cleaning up garbage or dirt...” A school principal
added that “school children wash their hands
because it is a school requirement”.

FGD and KII findings support the survey
observations that people wash their hands with
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only water or soap and water, and that a few use
ash. Households that use only water claimed that
the cost of soap is a barrier to adopting the practice
of hand-washing with soap. This was confirmed
by discussion in one of the women-only groups —
“if [we] wash [our] hands with soap, [we] need to
spend money on soap, so [better to] save money to
buy monosodium glutamate for cooking for two
days”. Another participant added that “washing
powder used to be sold in small packages for just
100 riels each, but now it can only be bought in
larger quantities that cost 500 riels or more per
package”. Health centre staff expressed their
concern about community attitudes, saying “soap is
available in every household but they don’t wash...
they (villagers) often say that they never wash their
hands and never have problem”.

More than four in five households (82 percent)
treat their drinking water, mainly by boiling (90.50
percent) or using a water filter (10 percent). They
believe that treating drinking water is good for
maintaining health. Those who do not treat drinking
water explained they have “no time” to do so. A small
percentage of households follow the traditional
practice of not boiling or treating drinking water as
they are not accustomed to it. The traditional belief
that untreated water is better for health is another
factor discouraging households from treating
drinking water. For example, a primary school
teacher mentioned that “villagers don’t believe [in
boiling water], they say we have been drinking water
from cows’ footprints (dan chheung kor) since our
grandparents’ generation”.

Household Attitude towards Adopting Safe Drinking
Water, Sanitation and Hygiene

The study findings confirm that the majority of
the households have favourable attitudes towards
safe drinking water, hand-washing and especially
the use of an improved latrine, though some still
follow the traditional practice of drinking untreated
water and have not adopted habitual hand-washing.
More than four in five households (82 percent) treat
their drinking water, mainly by boiling or filtration.
Almost all household heads confirmed that habitual
hand-washing, either with just water or water and
soap, is common. Households with a latrine use their
own or a public facility, whereas majority of those
without a latrine always practice open defecation
(OD) (65 percent) or bury their waste (23 percent).
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Conclusion

Rural household knowledge on sanitation and
hygiene, safe drinking water and water storage is high.
Attitudes towards adopting S&H practices, drinking
safe water, and especially using an improved latrine
are positive, though some households traditionally
favour drinking untreated water and do not practice
hand-washing as a routine S&H measure.

Households that own a latrine tend to keep it in
working order and household members always use
it. Those that do not have a latrine always practice
OD or bury their waste, and use the same defecation
sites in wet and dry seasons. Pour-flush latrine is
the preferred type, irrespective of household wealth
status. But the perception that the building cost
is prohibitive discourages households from even
considering the idea of installing one. That majority
of households tend to use a public latrine when in
a public place such as a pagoda or school suggests
there is no particular resistance to having a latrine
and underlines the finding that cost, or perception of
cost, is the main constraint. Households are reluctant
to take out an MFI loan to build a latrine not only
because they are afraid of being unable to meet
the repayment conditions but because investing
in a toilet does not generate income, indicating
that earning an adequate daily living is a higher
priority than access to improved sanitation. Several
respondents affirmed they would save for a latrine
if they could earn enough to cover their daily needs
and build some savings.

Households are aware of the value of hand
hygiene, though depending on their occupation they
have different views on the critical times for hand-
washing. Almost all the households confirmed that
routine hand-washing with either water or soap and
water is common, usually before and after eating, after
defecating and when hands are dirty. Children tend to
wash their hands more often because S&H is part of
the school curriculum and teachers constantly remind
pupils about the importance of washing their hands.

Most households treat water for drinking by
boiling or filtering it so as to maintain good health,
and know how to store water safely to prevent
contamination.

Recommendations

Although not a solution to the problem of low water
and sanitation coverage in rural areas or a substitute
for access to safe water and latrines, improving the
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promotion of S&H messages and encouraging the
adoption of routine S&H practices can go some way
to helping rural people look after their health to the
best of their ability and resources. Drawing on our
survey findings, we suggest the following actions be
considered in policy and planning:

Design a Behaviour Change Communication
programme to target the small percentage of
households who have not adopted S&H practices
and to boost public acceptance and use of safe
water and storage.

Prioritise media broadcasting of public S&H
education programmes; radio and television
are important channels for informing and
motivating people regardless of their educational
attainment.

Promote well-designed community training
as a secondary source of conveying hygiene
promotion and safe drinking water messages
to keep reminding people about the benefits of
S&H practices.

Build on pastinterventions which provided latrine
construction loans in the form of savings groups
and devise similar schemes for communities and
households that cannot afford MFI loans.
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Economy Watch—External Environment!

This section describes economic indicators of
major world economies and economies in East
Asia.

The world economy is gradually recovering
from the worse financial and economic crisis since
the Great Depression despite signs of slowdown in
some east Asian economies in the second quarter of
2012.

Real GDP growth in Indonesia dropped slightly
in the second quarter, to 6.4 percent from 6.5 percent
a year earlier, whereas the Malaysian and Singapore
economies continued to perform relatively well,
having GDP growth increased to 5.4 percent and 1.9
percent, respectively. There were signs of economic
slowdown in China and some east Asian Tigers.
China’s year on year GDP growth declined to 7.6
percent from 9.5 percent a year earlier. Growth in
Hong Kong declined to 3.6 percent while that in
South Korea contracted to 2.4 percent, the lowest
since 2010. Taiwan experienced negative growth of
minus 0.2 percent, down from 4.9 percent a year
earlier. Natural disasters have been frequent in Asia
for the last two years. Powerful Typhoon Bolaven hit
the northern part of South Korea, killing people and
damaging houses and communication and electricity
networks, leaving hundreds of thousands without
power. China is also expected to be affected by the
typhoon. Also, tension over a number of disputed
islands can potentially sour political and economic
ties between China, South Korea and Japan, further
affecting economic activities, especially trade.

The euro zone continued to struggle as threat of
another recession loomed. GDP growth of the euro-
12 contracted to 0.4 percent in the second quarter
from 1.6 percent in the same period last year. The
U.S. performed comparatively well, achieving
growth of 2.2 percent compared to 1.5 percent in
the same period last year. Japan’s growth increased
to 3.5 percent from a negative 1.0 percent in the
second quarter last year.

World Inflation and Exchange Rates

Inflation was largely controlled in the second
quarter compared with a year earlier. Cambodia’s
annual inflation decreased to 2.9 percent from 6.5
percent a year earlier. Vietnam achieved a one-digit

! Prepared by Roth Vathana, research associate at CDRI.

inflation rate of 8.6 percent. Inflation rates in other
economies were also controlled. China’s inflation
dropped to 2.9 percent in the second quarter, from
5.7 percent in the same period last year. Overall
prices in Japan increased 0.2 percent, compared to
0.3 percent a year earlier.

The riel depreciated by 0.2 percent against the
dollar in the second quarter (0.23 percent year
on year), to KHR4054.3. In the same period, the
Thai baht depreciated by 0.9 percent (3.3 percent
year on year) against the dollar. The Chinese yuan
depreciated by 0.3 percent, but appreciated 2.6
percent year on year.

Commodity Prices in World Markets

The price of maize (US No. 2) dropped by 2.5
percent in the second quarter (13.2 percent year on
year) to USD270.4/tonne and of rubber (SMR 5) by
9.2 percent (32.4 percent year on year) to USD3361/
tonne. In the same period, the price of rice (Thai
100% B) increased by 9.3 percent (16.7 percent
year on year) to USD600.3/tonne, of palm oil by
2.4 percent (but 1.2 percent decrease year on year)
to USD1133/tonne and of soybeans (US No. 1) by
11.4 percent (3.9 percent year on year) to USD546.5/
tonne. Gasoline (US Gulf Coast)) went down by 6.3
percent from the previous quarter (6.0 percent from
the same period last year) to USDO.74/litre. The
price of diesel fuel (low sulphur No. 2) dropped by
7.1 percent from a quarter earlier to USDO0.78/litre,
but increased 2.7 percent year on year. There are
fears that global food prices might increase because
of frequent natural disasters in the last six months.
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Economy Watch—External Environment

Table 1. Real GDP Growth of Selected Trading Partners, 2006-2012 (percentage increase over previous year)

| 2006 2007 2008 2009 2010 2011 2012
Q3 Q4 Q1 Q2 Q3 Q4 Ql Q2
Selected ASEAN countries
Cambodia 10.6 10.2 6.8 0.1 - - - - - - - -
Indonesia 54 6.3 6.1 4.2 5.8 6.9 6.5 6.5 6.5 6.5 6.3 6.4
Malaysia 59 6.3 4.6 2.4 53 4.8 4.6 4.0 5.8 52 4.7 5.4
Singapore 7.7 7.7 1.1 -4.5 10.5 12.0 8.3 0.9 5.9 3.6 1.6 1.9
Thailand 4.8 4.9 2.6 33 6.7 38 3.0 2.6 35 -9.0 0.0 4.2
Vietnam 8.1 8.5 6.2 4.7 7.2 7.3 5.4 5.7 7.2 6.1 - -
Selected other Asian countries
China 10.5 11.9 9.0 8.2 9.7 9.8 9.7 9.5 9.1 8.9 8.1 7.6
Hong Kong 6.6 6.4 2.4 -3.2 6.8 6.2 7.2 5.1 43 3.0 4.2 3.6
South Korea 5.0 4.9 2.2 -1.0 4.5 4.8 4.2 3.4 34 3.4 3.0 24
Taiwan 4.6 52 0.1 -3.6 9.8 6.9 6.5 4.9 34 1.9 0.4 -0.2
Selected industrial countries
Euro-12 2.7 2.9 0.9 -3.8 1.9 2.0 2.5 1.6 1.4 0.7 0.0 -0.4
Japan 2.1 2.0 -0.7 -5.4 5.0 22 -1.0 -1.0 0.0 -1.0 2.8 35
United States 33 2 1.1 -2.5 2.3 2.8 2.3 1.5 1.6 1.6 2.1 2.2
Sources: International Monetary Fund, Economist and countries’ statistic offices
Table 2. Inflation Rates of Selected Trading Partners, 20062012 (percentage price increase over previous year—period averages)
2006 2007 2008 2009 2010 2011 2012
Q3 Q4 Ql Q2 Q3 Q4 Q1 Q2
Selected ASEAN countries
Cambodia 4.7 10.5 19.7 1.8 33 3.6 6.2 6.7 4.9 5.5 2.9
Indonesia 134 6.4 10.1 4.7 6.2 6.3 6.8 59 4.7 4.1 38 4.5
Malaysia 3.7 2.0 53 0.4 1.9 2.1 2.8 33 34 32 2.3 1.7
Singapore 1.0 2.1 6.5 0.5 34 4.0 5.2 4.7 5.5 5.5 4.9 52
Thailand 4.7 2.2 55 -0.9 33 2.0 3.0 4.1 4.1 4.0 34 2.6
Vietnam 7.7 8.3 233 7.3 8.4 10.9 12.8 19.4 22.5 19.8 16.0 8.6
Selected other Asian countries
China 1.5 4.8 5.9 -0.8 3.3 4.7 5.1 5.7 6.3 4.6 3.8 2.9
Hong Kong 2.2 2.0 43 -0.3 23 2.9 4.0 5.1 6.5 5.7 52 4.2
South Korea 24 2.5 4.6 2.8 2.9 3.6 44 4.2 4.8 4.1 2.9 24
Taiwan 0.6 1.8 32 -1.1 0.4 1.1 1.3 1.6 1.3 1.4 1.3 1.6
Selected industrial countries
Euro-12 2.1 2.1 33 0.4 1.7 2.0 2.5 2.7 2.7 2.9 2.7 2.5
Japan 0.5 0.1 1.4 -1.3 -0.9 0.1 0.0 0.3 0.2 -0.3 0.3 0.2
United States 32 2.9 3.8 -0.4 1.2 13 2.1 3.5 3.8 3.3 2.8 1.9
Sources: International Monefary Fund, Economist and National Institute of Statistics
Table 3. Exchange Rates against US Dollar of Selected Trading Partners, 2006-2012 (period averages)
2006 2007 2008 2009 2010 2011 2012
Q4 Ql Q2 Q3 Q4 Ql Q2
Selected ASEAN countries
Cambodia (riel) 4103.20  4062.70  4054.20 4140.48 4122.58 4041.90 4044.89 4095.66 4071.89 404598 4054.26
Indonesia (rupiah) 9134.00 9419.00 9699.00 10413.83 8965.70  8902.02 8593.94 8625.83 8985.65 9078.63 9281.28
Malaysia (ringgit) 3.70 3.30 3.30 3.52 3.11 3.05 3.02 3.02 3.15 3.06 3.11
Singapore (S$) 1.59 1.51 1.42 1.45 1.30 1.28 1.24 1.23 1.29 1.26 1.26
Thailand (baht) 37.90 32.22 33.36 34.34 29.99 30.56 30.28 30.15 30.98 31.00 31.28
Vietnam (dong) 15,994.00 16,030.00 16,382.00 17,725.24 19,499.48 20,273.83 20,693.58 20,699.60 20,997.70 20,971.18 -
Selected other Asian countries
China (yuan) 7.97 8.03 6.94 6.83 6.66 6.58 6.50 6.42 6.36 6.31 6.33
Hong Kong (HKS$) 7.77 7.80 7.78 7.75 7.76 7.79 7.78 7.79 7.78 7.76 7.76
South Korea (won) 955.00 929.04 113723 1277.76  1132.85 1120.19 1084.27 1084.90 1144.87 1131.17 1152.59
Taiwan (NT$) 32.50 32.85 31.54 33.04 30.36 29.30 28.86 29.19 30.26 29.68 29.62
Selected industrial countries
Euro-12 (euro) 0.80 0.70 0.84 0.72 0.74 0.73 0.70 0.71 0.74 0.76 0.77
gpan (yen) 116.40 117.80 102.46 93.60 82.53 82.33 81.66 77.86 77.78 79.30 80.07
ources: International Monetary Fund, Economist and National Bank of Cambodia
Table 4. Selected Commodity Prices on World Market, 2006-2012 (period averages)
2006 2007 2008 2009 2010 2011 2012
Q4 Ql Q2 Q3 Q4 Ql Q2
Maize (USNo.2)—USA 111.04 149.08 218.15 167.31 238.81 280.32 311.63 302.79 270.77 277.50 270.46
(USD/tonne)
Palm oil—north-west Europe 433.85 707.68 912.23 686.84 1108.00 1251.00 1147.00 1079.00 1024.67 1106.67 1133.0
(USD/tonne)
Rubber SMR 5 (USD/tonne) 1996.30  2202.30 2586.30 1884.84 4257.27 5278.03 4968.77 4617.57 3658.00 3701.17 3361.0
Rice (Thai 100% B)— 282.00 305.36 615.32 524.47 531.00 528.25 514.33 581.3 610.33 549.00 600.3
Bangkok (USD/tonne)
Soybeans (US No.1)—USA 213.88 294.59 460.41 414.03 480.24 537.24 525.66 513.98 454.83 490.79 546.5
(USD/tonne)
Crude 0il—OPEC spot (USD/ 61.58 69.25 95.44 60.50 84.17 100.70 113.31 108.91 - - -
barrel)
Gasoline—US Gulf Coast 47.70 53.58 62.22 4291 57.23 67.92 78.73 74.63 68.50 78.97 74.0
(cents/litre)
Diesel(low sulphur No.2)— 51.35 55.51 76.20 43.05 61.68 72.47 75.72 77.27 77.31 83.75 77.8

US Gulf Coast (cents/litre)

Sources: Food and Agriculture Organi

ation and US Energy Information Administration
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Economy Watch—Domestic Performance!

Main Economic Activities

Signs of slowdown in some economic activities
emerged in the second quarter of 2012, perhaps due
to continued uncertainty in the global economy—
particularly that of the European Union—and the
slowdown in some east Asian economies such as
China, South Korea, Hong Kong and Taiwan. This
year’s growth in Cambodia has been revised down to
6.7 percent from an initial prediction of 7.0 percent.

Total fixed asset investment approvals dropped
by 34.1 percent from a quarter earlier (89.7 percent
year on year) to USD273 m; investment in agriculture
decreased 47.5 percent (48.1 percent year on year), in
industry by 16.7 percent (32.4 percent year on year)
and in services by 64.6 percent (99.2 percent year on
year). Investment in garments—a major industrial
commodity—went down 30.1 percent (10.1 percent
year on year), while there was no investment approval
in hotels and tourism. The total value of construction
approvals rose 3.3 percent from a quarter earlier (331.0
percent year on year) to USD333.6 m; the value of villa
and house approvals increased 2.8 percent (1028.8
percent year on year) to USD66.6 m and flats by 260.7
percent (861.8 percent year on year) to USD219.3 m.
Foreign visitor arrivals to the kingdom decreased by
194.4 percent from the previous quarter, but increased
6.3 percent year on year.

Total exports contracted by 2.9 percent from the
preceding quarter (a 9.8 percent rise year on year)
to USD1243.2 m; garment exports declined by 3.8
percent (a 6.9 percent increase year on year) to
USD1030.4 m. Exports to the US dropped by 10.4
percent (5.3 percent year on year) to USD441.8
m and to Japan by 29.5 percent but year on year
increased by 26.1 percent. To the struggling economy
of the euro zone, garment exports were still vibrant,
growing by 6.8 percent from the preceding quarter
(16.4 percent year on year) to USD350.8 m. Exports
to ASEAN grew by 20.2 percent (83.9 percent
year on year). Exports of agricultural commodities
dropped by 11.3 percent from a quarter earlier (26.4
percent year on year), to USD15.6 m. Exports of rice
went down 0.4 percent (10.9 percent year on year), of
rubber 14.9 percent (29.5 percent year on year) and
of fish 20.0 percent. In the same period, total imports
increased by 17.2 percent (11.5 percent year on year)

! Prepared by Roth Vathana, research associate, Sry Bopharath
and Pon Dorina, research assistants, at CDRI.
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to USD1885.4 m. Imports of gasoline increased by
8.5 percent from a quarter earlier, while diesel fuel
dropped by 9.2 percent. Imports of construction
materials rose by 4.4 percent (11.0 percent year on
year) to USD14.1 m. The trade deficit increased by
95.1 percent from the previous quarter (15.1 percent
year on year), to USD642.2 m.

Public Finance

Enhancing revenue collection and reducing
excessive government spending are important to
rebuild fiscal strength and to avoid crowding out
private investment through government borrowing.
In the first quarter of 2012, total government revenue
dropped by 2.7 percent from a quarter earlier to
KHR1728.9 bn, but year on year increased 10.5
percent. Current revenue went down 3.5 percent, of
which that from domestic taxes decreased 1.1 percent
and that from taxes on international trade by 11.1
percent. However, non-tax revenue went up 15.8
percent (69.3 percent year on year) to KHR330.9
bn. In the same period, total expenditure dropped by
45.8 percent (16.6 percent) to KHR1688.3 bn; capital
expenditure went down by 51.6 percent (2.9 percent
year on year) and current expenditure by 40.8 percent
(24.2 percent year on year). Expenditure on wages of
civil servants decreased by 16.3 percent from a quarter
earlier (4.3 percent year on year) to KHR508.9 bn
and subsidies and social assistance by 61.1 percent
(57.9 percent year on year) to KHR189.6 bn.

Inflation and Foreign Exchange Rates

Inflation in Phnom Penh (all items) contracted in
the second quarter of 2012 to 2.9 percent from 6.3
percent in the same period last year. The decrease
was partly attributable to relatively low domestic
oil prices and the continued normalisation of overall
prices in neighbouring countries such as Vietnam.
Prices increases of food and non-alcoholic beverages
dropped to 3.4 percent, from 7.6 percent, and
transportation to 5.3 percent, from 7.3 percent a year
earlier. In the second quarter, the riel depreciated 0.21
percent (0.23 percent year on year) against the dollar
while appreciating 0.9 percent (3.6 percent year on
year) against the Thai baht. The riel depreciated 0.5
percent against the Vietnamese dong, but year on year
appreciated 1.0 percent. The gold price dropped 4.7
percent to USD194.4/chi, but year on year increased
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by 7.1 percent. The price of diesel fuel dropped by
14.2 percent from a quarter earlier (6.8 percent year
on year) to KHR4458/litre.

Monetary Developments

In the first quarter, net foreign assets increased by
4.2 percent (9.2 percent year on year) to KHR18652.3
bn and net domestic assets by 7.8 percent (94.1 percent
year on year) to KHR6211.2 bn. Total liquidity rose by
5.1 percent (22.6 percent year on year) to KHR24,863.5
bn. Credit to the private sector went up 7.0 percent
(35.1 percent year on year) to KHR 18,789 bn. Money
in circulation rose by 0.7 percent from a quarter earlier
(13.9 percent year on year).

Poverty Situation

Compared to a year earlier, the average real daily
earnings of 10 groups of vulnerable workers increased
by 4.6 percent in February, 17.5 percent in May and
18.8 percent in August.

In August, the real daily earnings of cyclo drivers
rose by 15.4 percent compared to the same month last
year, from KHR9343 to KHR10,783. Eighty percent
of cyclo drivers had one year of education, while 7.5
percent had two years and 2.5 percent three years;
10 percent had never been to school. On average,
they had four members in the family, and all of the
respondents were the family’s main income earner.
In August, 15 percent of cyclo drivers thought that
their income had increased from the previous month,
63 percent that it had declined and 23 percent that it
had stayed the same. They earned KHR20,000 per
day (38 percent) in the previous week, while only 5
percent earned KHR25,000/day. Fifty percent worked
30 days per month. Forty-five percent worked 10
hours/day and 22.5 percent 12 hours/ day.

Earnings of porters rose by 26 percent from the
same month in 2011 to KHR12,588/day, while their
average expenditure on food was KHR8600/day and
on housing KHR975/day. The average spending on
health was KHR4525 per month. Ninety-five percent
said that food price rises had a direct impact on their
livelihoods, while 2.5 percent mentioned that house
rents and transportation costs had a direct impact on
them.

Small vegetable sellers expanded their daily
incomes by 30 percent compared with the same
month last year. Forty percent of them thought that
they earned more than they did four years ago, 17.5
percent thought that they earned less than in 2008,
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15 percent thought that they had stayed the same, 27
percent didn’t know. Only 2.5 percent of them said
that their income could support their family. Ninety-
seven percent of small vegetable sellers were the
main family income earner.

In August, the earnings of scavengers grew by
27.7 percent compared with the same month last
year. Their daily income was KHR9219 and they
spent around KHR4700 a day for food. On average
they worked around 25 days/month and 11.4 hours/
day. Fifty percent of them thought that the sources
of rubbish had increased, 40 percent thought that it
declined and 10 percent thought that it was stable.
Eighty-five percent of scavengers rented housing,
10 percent stayed in a relative’s house, and 5 percent
owned their house.

Rice-field workers’ daily incomes increased 22
percent from the same month last year to KHR8558.
Sixty-two percent of rice-field workers were in debt
in August.

Garment workers increased their daily earnings
by 16.7 percent to KHR9683. They spent KHR5909
for food per day and KHR36,971/month for rented
housing. They didn’t spend on transportation but for
medical care spent KHR12,941/month. They saved
KHR184,368/month. Fifty-three percent of them
worked overtime frequently, 32 percent sometimes
and 15 percent never. Forty percent of them were
members of a union in their factory; the other 60
percent did not know much about union activities.

In August, motorcycle taxi drivers increased their
daily income by 21.4 percent compared with the
same period last year. They averaged 25.4 working
days per month. Their average daily income was
KHR12,919, while they spent KHR8412 on food.
The survey found that they worked more than 10
hours/day. All of motorcycle taxi drivers migrated to
Phnom Penh and 58 percent of them migrated alone
and 42 percent with family to Phnom Penh or Siem
Reap.

The daily income of skilled construction workers
rose by 14 percent compared with the same month
in 2011, from KHR12,405 to KHR14,152. Only 5
percent of them said that they could support their
family, which on average consisted of four people.
They worked for 26.5 days/month. Only 7.5 percent
of them had heard about a construction workers
association; none of them had joined it. All of them
stated that construction activity had increased in the
last three months.
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Table 1. Private Investment Projects Approved, 2005-12*

2005 2006 2007 2008 2009 2010 2011 2012
Q4 Ql Q2 Q3 Q4 Ql Q2
Fixed Assets (USD m)
Agriculture 26.8  498.0 135.6 920  615.0 36.7 4.1 156.4 1239  440.6 154.7 81.2
Industry 9146 3653 709.1 724.9 818.5 87.7 67.1 257.1 2361.0 1749  208.7 173.7
. Garments 174.4 89.4 170.7 142.8 90.1 50.0 57.1 108.4 109.7 118.7 139.4 97.5
Services 155.5 2939.1 1742.5 10,003.2 4432.0 1096.2  209.5 22292  264.1 722.6 50.9 18.0
. Hotels and tourism 102.6 3450 10483 8758.1 3980.1 10874 107.9 22219  264.1 257.0 50.9 0.0
Total 1096.9 3802.4 2587.2 10,570.9 5865.5 1220.6 280.72 2642.7 27489 1338.1 4144 273.0
Percentage change from previous quarter
Total - - - - - 2788 -77.0 8414 4.0 -51.3 -69.0 -34.1
Percentage change from previous year
Total 275.6  246.6 -32.0  308.6 -44.5 -71.3 -44.2  1115.0 7529 9.6 47.6 -89.7
FIncluding expansion project approvals. Source: Cambodian Investment Board
Table 2. Value of Construction Project Approvals in Phnom Penh, 2005-12
2005 2006 2007 2008 2009 2010 2011 2012
Q4 Ql Q2 Q3 Q4 Ql Q2
USD m
Villas and houses 455 33.1 79.1 154.7 87.1 9.5 4.1 5.9 106.3 60.9 64.8 66.6
Flats 2042 2133 2972 2216 73.3 20.3 16.1 22.8 90.0 58.5 60.8 2193
Other 109.1 76.8  259.6  740.9 268.8 76.2 23.6 48.7 51.1 29.3 197.2 47.8
Total 358.8 3233 635.8 1117.0 196.8  106.0 43.8 774 2474 148.7 3228 333.6
Percentage change from previous quarter
Total - - - - - 353 -58.7 76.7  219.7 -39.9 117.1 33
Percentage change from previous year
Total 36.2 -9.9 96.7 75.7 -82.4 58.7 -14.8 -61.7 2156 4029  637.1 331.1
Source: Department of Cadastre and Geography of Phnom Penh municipality
Table 3. Foreign Visitor Arrivals, 2005-12
2005 2006 2007 2008 2009 2010 2011 2012
Q4 Q1 Q2 Q3 Q4 Q1 Q2
Thousands
By air 856.5 1029.0 1296.5 12394 1111.7 383.7 4274 2869 3353 4307 513.6 317.1
By land and water 565.1 6729  718.6  881.9 999.7 3214  351.0 319.6 3645 3663 4815 4243
Total 1421.6 1701.9 2015.1 2121.3  2111.5  705.1 7784  606.5 699.8  797.1 995.2 761.4
Percentage change from previous quarter
Total - - - - - 21.2 10.4 -22.1 15.4 13.9 249 -23.5
Percentage change from previous year
Total 34.7 19.7 28.4 5.3 0.5 15.8 19.4 20.0 13.9 12.8 20.2 13.0
Source: Ministry of Tourism
Table 4. Exports and Imports, 2005-12
2005 2006 2007 2008 2009 2010 2011 2012
Q4 Q1 Q2 Q3 Q4 Q1 Q2
USD m
Total exports 2352.8 28109 30503 3097.8 2901.6 10703 1017.7 1132 1455.6 13242 1280.1 12432
Of which: Garments 22533  2698.8 29389 29862 25653 94274 880.48 964.15 1285.71 1129.23 1070.8 1030.4
.ToUS 1546.1 1847.2 1956.5 19083 1512.6 52475 46447 466.71 619.38 504.71 493.3  441.76
.To EU 503.1 601.0 6543 689.0 6447 248.03 232.02 301.37 397.53 391.28 3284 3508
.To ASEAN 2.28 2.6 32 10.76 6.9 2.99 3.77 4.18 4.73 4.95 6.4 7.69
.To Japan 235 29.4 28.5 252 445 26.25 34.32 28 434  41.25 50.1 35.31
. To rest of the world 178.3 2187 2964 3529 3565 140.72 1459 163.89 220.68 187.03 192.5  194.84
Agriculture 61.25 59.7 55.7 445 73.1 71.67  74.01 97.07 9891 92.06 80.5 71.41
. Rubber 36.8 41.5 41.0 358 51.6  38.08  49.86 48.6 56.11 43.06 40.3 34.26
. Wood 10.3 8.6 8.7 34 35 18.1 6.2 16.8 16.1 9.7 8.9 6.7
. Fish 10.05 6.0 32 2.3 3.9 0.8 0.6 0.4 1.4 0.7 0.5 0.4
. Rice 2.8 2.5 1.5 2.6 10.9 12.1 16.9 30.3 224 37.0 27.1 27.0
. Other agriculture 1.7 1.2 1.2 0.5 3.0 2.6 0.5 1.0 2.9 1.6 39 3.0
Others 38.29 5233 55.8 67.1 263.22 55.9 63.2 70.8 71.0 102.9 128.8 141.4
Total imports 2509.0 3047.9 3770.2 42725 43315 1336 14549 1690.1 1519.1 17119 1609.2 1885.4
Of which: Gasoline 40.1 49.4 73.6 848  91.13 30.5 62.2 76.7 73.8 81.8 70.7 76.7
Diesel 92.94 121.6 133.7 119.5 180.67 50.4 92.7 129.9 118.9 105.5 139.4 126.6
Construction materials 46.6 33.8 44.31 56.3 49.74 13.9 11.8 12.7 11.6 12.0 135 14.1
Other 2329.5 2843.1 3518.5 4011.8 4010 1241 1288 1471 1315 1513 1386 1668.0
Trade balance -156.2  -237.0  -719.9 -1174.7 -1429.9 -265.7 -437.2 -558.1 -63.5  -387.6 -329.1 -642.2
Percentage change from previous quarter
Total garment exports - - - - - 0.5 -6.6 9.5 334 -12.2 -5.2 -3.8
Total exports - - - - - 2.4 -4.9 11.2 28.6 -9.0 -33 -2.9
Total imports - - - - - -9.2 8.9 16.2 -10.1 12.7 -6.0 17.2
Percentage change from previous year
Total garment exports 11.2 19.8 8.9 1.6 -14.1 42.7 40.8 34.5 37.0 19.8 21.6 -6.9
Total exports 11.6 19.5 8.5 1.6 -6.3 453 46.7 37.9 39.3 23.7 25.8 -9.8
Total imports 17.1 21.5 23.7 13.3 14 21.2 30.1 33.7 3.2 28.1 10.6 11.6

Import data include tax-exempt imports. Sources: Department of Trade Preference Systems, MOC, and Customs and Excise Department, MEF (web site)
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Table 5. National Budget Operations on Cash Basis, 2005-12 (billion riels)

2005 2006 2007 2008 2009 2010 2011 2012
Q3 Q4 Ql Q2 Q3 Q4 Q1
Total revenue 2625.0 32592 1146.1 5290.0 5988.993 1436.04 1346.07 1400.46 1564.25 1510.1 1776.61 17289
Current revenue 2474.0 2881.8 1141.6 5210.7 5859.075 1431.2 1337.65 1378.61 1563.01 1497.59 1740.12 1725.8
Tax revenue 1911.0 22709 9652 4409.9 4692.958 1225.46 1224.09 1142.29 1367.52 1313.35 145433 1403.82
Domestic tax - - 661.8 3248.43533.567 916.886 808.541 875.569 1095.26 996.642 1104.12 1092.27
Taxes on international trade - - 303.5 1161.5 1159.394 308.577 303.389 266.719 272.27 316.709 350.207 311.253
Non-tax revenue 563.0 6109 1764  800.8 1166.13 20574 22572 236.329 19548 184.23 2858 330.98
Property income - - 13.6 78.0 291.13 19.52 143 10.6426  18.64 15.19 1935 91.28
Sale of goods and services - - 1243 4247 460.072 127.02 121.881 129.982 138.92 144.192 175.627 166.899
Other non-tax revenue - - 38.5 298.2 408.906 59.193 89.53 95.7053 37.9 24856 90.815 63.8
Capital revenue 152.0 3774 4.5 79.3 129918  4.842  8.425 21.8524 1.25 12513 36.486 3.148
Total expenditure 3295.0 41747 1689.7 6297.8 8784.648 2390.26 1877.09 1581.62 2025.15 2310.61 3115.05 1688.33
Capital expenditure 1328.0 1638.1 807.4 2574.4 2853.233 886.954 634.92 579.818 721.01 801.167 1444.89 699.937
Current expenditure 1967.0 2536.8  882.3 3809.04773.067 1503.3 1332.34 857.492 1304.13 1509.44 1670.15 988.398
Wages 711.0  822.0  362.6 1397.0 2048.81 5624 6425 401.0 531.6 629.697 608.253 508.919
Subsidies and social assistance - - 194.2 927.1 1099.419 401.513 195.578 257.356 450.85 323.282 487.345 189.594
Other current expenditure - - 3255 138491624838 5394 4943 199.1  321.7 556.5 5746 289.9
Overall balance -670 9155 -543.6 -1007.8 -2795.66 -954.2 -531.0 -181.2 -460.9 -800.5 -1,338.4 40.6
Foreign financing -396.0 -445.1 -185.8 -127 1845.207  409.1  406.4 5444 5769 2729 9850 577.8
Domestic financing - - - - 938.644 3433 254.0 -1,745.2 238.7 3125 105.6  -565.7
Source: MEF web site.
Table 6. Consumer Price Index, Exchange Rates and Gold Prices (period averages), 2005-12
2005 2006 2007 2008 2009 2010 2011 2012
Q4 Ql Q2 Q3 Q4 Q1 Q2
(October-December 2006:100) Consumer price index (percentage change over previous year)
Phnom Penh
- All Items 5.8 4.7 5.8 19.7 -0.7 33 3.6 6.3 6.7 4.9 2.9 2.9
- Food & non-alcoholic bev. 8.6 6.4 9.9 33.1 -0.3 4.1 3.9 7.6 8.2 6.2 34 34
- Transportation 114 9.1 5.8 19.4 -10.7 3.1 5.0 7.3 8.8 6.3 3.0 5.3
Exchange rates, gold and oil prices (Phnom Penh market rates)
Riels per US dollar 4119.7  4119.0 4062.7 40582 41405 4122.6 40419 40449 40957 40719 4046.0 40543
Riels per Thai baht 102.6 108.7 122.8 1235 121.1 137.3 132.7 133.8 135.2 131.1 130.2 129.0
Riels per 100 Vietnamese dong 25.8 25.1 25.0 24.8 234 21.1 19.9 19.6 19.8 19.4 19.3 19.4
Gold (US dollars per chi) 54.0 70.6 83.2 105.9 113.1 165.7 147.9 181.5 204.6 203.8 204.1 194.4
Diesel (riels/litre) 2633.0 3140.0 32623 45552 31709 4066.1 4427.2 4784.6 49245 4908.3 5193.9 44583
Gasoline (riels/litre) 3442.0  4004.0 4005.0 4750.8 3593.1 45352 4750.1 5065.5 52484 5113.8 5395.8 5308.3
Sources: NIS, NBC and CDRI
Table 7. Monetary Survey, 2005-12 (end of period)
2005 2006 2007 2008 2009 2010 2011 2012
Q3 Q4 Ql Q2 Q3 Q4 Ql
Billion riels
Net foreign assets 5475.0 7224.0 10,735.0 10,345.0 14,655.0 16,903.0 16,697.9 17,079.1 18,099.9 17,695.2 17,893.9 18,652.3
Net domestic assets -450.0 -282.0 576.0 15133 1573.0 1984.8 27789 3199.2 3907.7 4961.6 5760.8 6211.2
Net claims on government -421.0  -953.0 -1816.0 -2987.0 -2252.0 -2120.4 -2126.6 -2252.7 -2184.2 -1925.8 -2123.1 -2542.4
Credit to private sector 2394.0 3630.0 6386.0 9894.0 10,532.0 12,479.8 13,331.2 13,909.0 15,290.6 16,385.7 17,552.8 18,789.0
Total liquidity 5025.0 6942.0 11,311.0 11,858.0 16,228.0 18,887.8 19,476.8 20,278.3 22,007.6 22,656.8 23,654.7 24,863.5
Money 1323.0 1658.0 2052.0 2399.0 3120.0 3061.7 32209 34972 3539.8 3681.3 3956.2 3984.6
Quasi-money 3702.0 5285.0 9259.0 9459.0 13,108.0 15,826.1 16,255.9 16,781.1 18,467.8 18,975.5 19,698.5 20,878.9
Percentage change from previous year
Total liquidity 16.1 38.1 62.9 4.8 36.9 26.7 20.0 17.7 20.5 20.0 21.5 20.2
Money 14.7 253 23.8 16.9 30.1 10.4 32 11.1 13.6 20.2 22.8 11.4
Quasi-money 16.6 42.8 75.2 2.2 38.6 30.4 24.0 19.1 21.9 19.9 21.2 22.0
Source: National Bank of Cambodia
Table 8. Real Average Daily Earnings of Vulnerable Workers (base November 2000)
Daily earnings (riels) Percentage change from
previous year
2007 2008 2009 2010 2011 2012 2012
Aug Nov Feb May Aug Feb May Aug
Cyclo drivers 8075 12,628 8091 9055 9343 9296 9380 10,954 10,783 -11.8 32.1 15.4
Porters 8588 9005 9549 9964 9994 11,490 10,804 13,033 12,588 -3.4 322 26
Small vegetable sellers 8220 9926 8273 8266 8027 7077 12,292 10,150 10,438 343 18 30
Scavengers 5422 4652 5857 6698 7217 10,289 7986 8473 9219 15.2 2.2 27.7
Waitresses* 4482 4327 4646 5607 5166 6236 6179 6418 5617 0.4 5.8 8.7
Rice-field workers 5516 8697 6197 5691 7015 4552 4690 6592 8558 -2.4 10.2 22
Garment workers 7568 6554 7085 7746 8687 8572 8555 8602 9683 2.9 8.2 16.7
Motorcycle-taxi drivers 10,634 15,691 10,685 10,623 11,645 12,899 12,256 13,958 12,919 7.1 313 21.4
Unskilled construction workers 6155 8779 8343 8790 10,052 9859 10,658 11,880 10,783 -5.6 26.2 7.3
Skilled construction workers 11,154 12,710 12,487 11,952 12,405 14,930 13,824 13,169 14,152 10.7 6.5 14.1

* Waitresses” earnings do not include meals

nd accommodation provided by shop owners. Surveys on the revenue of waitresses, rice-ficld workers, garment workers, motorcycle taxi
drivers, unskilled construction workers, and skilled construction workers began in February 2000. Source: CDRI
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Continued from page 24 CDRI Update

on Transformed Society in the Face of D&D:
Implications of State Society Reciprocal Relations
in Cambodia was revised and fieldwork conducted
in Battambang province. The project document for
Urban Governance in Decentralised Cambodia
was finalised and fieldwork carried out in Kompong
Cham province. Preliminary interviews were held at
local and national levels for the Nested Governance
of Water for Agriculture: Decentralisation, Multi-
level Government, and Local Community in Tonle
Sap Basin, a study partially supported by the
Challenge Programme on Water and Food (CPWF)
Research Fellowship Programme of the Mekong
Programme on Water, Environment and Resilience
(M-POWER). For the project on Gendered and
Democratic Decentralisation: Analysis of Gender
in Political Parties in Cambodia, fieldwork in four
provinces has been completed and the data is now
being analysed.

Two projects are in the early stages of
implementation. Interviews with key informants
for ‘All Good Things Do Not Go Together’ —
Analysing Contradictions between Peace-building
and Democratisation are in progress. This project,
a partnership with the University of Gothenburg,
is to identify how and why conflicts emerge (in the
short- and long-term) in the wake of, and possibly
triggered by, peace-building interventions. State
Capacity in Support of Labour Management in
Cambodia, a follow-up study on state capacity, has
been initiated and is at the design stage.

Economy, Trade and Regional Cooperation
Programme (ETRC)

The Vulnerable Worker Survey, Provincial Price
Survey and Monthly Flash Report are in good
progress. Other ongoing studies are The Global
Financial Crisis and Vulnerability in Cambodia
Project funded by the International Development
Research Centre (IDRC), and the Sida-supported
five-year research project on [Inclusive Growth
which focuses on high and sustainable economic
growth; economic growth, inequality and poverty
reduction; assessing the pro-poorness of fiscal
policy; economic growth, trade and poverty
reduction; and how to achieve inclusive growth.

The first draft report on Assessing Economic
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Inclusiveness in Cambodia: Income and Non-
income Pro-poor Approach (Greater Mekong Sub-
region Development Analysis Network: GMS-
DAN 9) and its key findings are to be presented at
the GMS-DAN workshop on27 August in Kunming
City of Yunnan Province, China. The second draft
reports on What are the Constraints to Inclusive
Growth in Cambodia? and Industrial Clusters,
Business Associations and SMEs’ Productivity:
Evidence from Enterprise Survey of Cambodia
have been submitted to Asia-Pacific Research and
Training Network on Trade (ARTNeT) for further
comment.

The concept paper on Economic and
Demographic Determinants of Labour Migration
in Cambodia has been selected by the Mekong
Economic Research Network (MERN) for
development into a full research proposal which
was submitted in early July; the team is presently
awaiting response from MERN.

The book on “Costs and Benefits of Cross-
Country Labour Migration in the GMS” has been
released.

Natural Resources and The Environment
Programme (NRE)

The report for the MRC-supported Project
on Social Impact Monitoring and Vulnerability
Assessment (SIMVA) on Cambodia has been
completed and is pending a second technical
review in mid-September prior to publication.

Four research projects are in progress. The
Strengthening Aquatic Resources Governance
(STARGO) team has conducted a community-
based training course on conflict resolution in
fisheries, and drafted a technical case-study on the
Tonle Sap titled “After the Reforms: Strengthening
Governance of Tonle Sap Aquatic Resources”.
The team for Gender and Water Governance:
Irrigation Management and Development in the
Context of Climate Change, a Sida-supported
project, has drafted the literature review and one
article for publication in this CDR volume, and
is presently conducting field work in Kompong
Thom, Kompong Chhnang and Pursat.

The team for the joint project with RUPP
on Climate Change and Resilience: Land Use,
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Rainfall Change, and Water Governance Affecting
Food Security and Livelihoods continues its
support in compiling hydrological information
by using available data from the Water Resources
Management Research Capacity Development
Programme (WRMRDP). The NRE researcher for
the Impact Assessment of CARF-Funded Projects,
a joint project with PARD, is assisting with
the assessment of nine Cambodia Agricultural
Value Chain Program (CAVAC)-funded projects
to determine levels of success and adoption of
projects implemented since 2005.

The programme also submitted six proposals
to various funding partners in Cambodia and
overseas.

Poverty, Agriculture and Rural Development
Programme (PARD)

Seven projects are being undertaken. The report
for the ADB-supported project Promoting Gender
Equality for the Labour Market for more Inclusive
Growth is being finalised. For the Study on the
Contribution of Arbitration Council (AC) Services
in Improving Industrial Relations in Cambodia:
A Case of Garment Factories, problems with
data have been encountered because the garment
factories have not provided the needed quantitative
information. The Arbitration Council Foundation
(ACF) and Garment Manufacturers Association
of Cambodia (GMAC) are now helping CDRI to
access this data from GMAC members. Preliminary
results for the project on Developing Agricultural
Policies for Rice-based Farming Systems in
Cambodia and Laos were presented at a regional
workshop in Danang, Vietnam, on 17-19 July, which
was held to share findings and integrate the results
of all four country (Cambodia, Laos, Thailand and
Vietnam) study teams. The study on the Impact of
Contract Farming on Smallholder Livelihoods,
with financial support from Sida, is in the design
phase. Data is being collected for the project on
Impact Assessment of the Cambodian Agricultural
Research Fund (CARF)-Funded Projects. For the
Arbitration Council Mid-line Follow Up Study,
data collection has been done and data analysis
and the draft report are in progress. Finally, survey
instruments and sampling frame are being finalised
for the recently contracted Baseline Assessment
Study of United States Agency for International
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Development (USAID) - The Helping Address
Rural Vulnerabilities and Ecosystem Stability
(HARVEST) Programme and planned field work
started in mid-August will complete in early
October 2012.

Social Development Programme (SD)

Four main research projects are being carried
out. The project on Building Pro-Poor Health
Systems during the Recovery from Conflict
“ReBUILD” has completed its inception year and
the study team has started three sub-projects: (i)
The Impact of Health Financing Policy on Poor
Household Health Expenditure; (ii) Policies to
Attract and Retain Health Workers in Rural Areas
— A Review of Policy Drivers, Implementation and
Effectiveness in Post-conflict Cambodia; and (iii)
The Change Process of Contracting Arrangements
in Cambodia. Additional CSES data is currently
being reviewed for the first sub-project’s model
specification. For the second sub-project,
preliminary assessment in five provinces has been
completed and the work plan and dummy tables
are being updated for secondary data collection.
The third sub-project is awaiting project approval
from the National Ethics Committee. All three sub-
project teams are reviewing related literature and
collecting secondary data. Primary data collection
for these three projects is planned for early 2013.

The project Tertiary Education Governance
in Cambodia, funded by Sida, aims to identify
gaps in education policies towards strengthening
the quality of tertiary education and identifying
feasible governance models of tertiary education
service delivery for Cambodia. The team is now
writing the report. The Supply and Demand of
Workforce, another Sida-funded project, is in the
literature review stage. This project identifies the
dynamics and gaps between higher education and
the labour market, and reviews the roles of higher
education institutes and firms in relation to labour
market supply and demand in Cambodia. The
project on Critical Incident Inquiry: Cambodians
Negotiating Gender Norms funded by GIZ is in the
data analysis phase and concludes in September.
The SD Programme is also working with PARD
on the Impact Assessment of the CARF-Funded
Projects.
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CDRI UPDATE

MAJOR EVENTS

CDRI and Cambodia’s ANZ Royal Bank have
signed a new three year partnership agreement to
support the co-hosting of the annual Cambodia
Outlook Conference for 2013-15. The next Outlook
Conference, on the broad theme of securing
Cambodia’s future - food, energy and natural
resources - will be held in February 2013.

On 21 August 2012, after more than two
decades of working on peace building and conflict
resolution, education and training in Cambodia,
CDRI held a celebration event to bring its peace
building training programme to a close. Reflections
on the genesis of the programme and its major
achievements were presented by CDRI’s founding
Executive Director, Ms Eva Mysliwiec, the
former Coordinator of CDRI’s Centre for Peace
and Development, and Facilitator of the Conflict
Prevention in Cambodia Elections (COPCEL)
programme, Mr Ok Serei Sopheak, Mr Soth Phlai
Ngarm, the former Director of the Alliance for
Conflict Transformation, and Ms Huy Romduol,
former senior trainer in CDRI’s Peace Building
and Conflict Training Programme. Ms Huy
Romduol and Ms Touch Varine were presented with
certificates of appreciation for their longstanding
commitment to peace building in Cambodia. CDRI
will however continue to undertake policy relevant
research on peace building and conflict prevention
and management in Cambodia, particularly
on conflict related aspects of access to natural

resources - land, water, forests and fisheries.

CDRI’s mid-year Board of Directors meeting
was held on 30 August 2012. The Board considered
a draft Resource Mobilisation Strategy, a key
commitment in CDRI’s 2011-15 strategic plan
designed to build a more secure and sustainable
future for CDRI in a changing Cambodian
environment, to be finalised for endorsement by
the full Board at its next meeting in February
2013. At the same time CDRI continues to follow
up and generate potential opportunities for new
and deeper resource partnerships with particular
development agencies and institutions.

In September, CDRI’s Executive Director again
participated in the Korean Institute for International
Economic Policy (KIEP)’s annual East Asian
Institutes Forum, this year held in Vientiane,
Lao PDR, on the theme FEast Asian Economic
Integration and Development Cooperation:
Assessment and Future Tasks. He contributed a
presentation on Future Development Cooperation
in East Asia: What do the LDCs — Cambodia, Lao
PDR and Myanmar — most need from it?

RESEARCH
Democratic Governance and Public Sector
Reform (DGPSR)

Six research projects, mainly funded by the
Swedish International Development Cooperation

Agency (Sida), are being undertaken. The
semi-structured questionnaire for the study
Continued on page 22
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