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Economic growth remains strong; challenge is to diversify and make it more inclusive 

• Cambodia has sustained a high level of economic growth, led by garment exports. Although 
the economy has somewhat slowed since the global financial crisis, it expanded by a robust 
7.1% in 2011 and 7.3% in 2012.  

• Growth of garment exports slowed in 2012, after having accelerated in 2011 under the 
European Union’s special market access scheme.  

• However, other drivers of growth, including tourism and construction, grew at a faster rate in 
2012, while credit growth to the private sector remained high. Agricultural output also 
benefited from increased government support to small-scale rice farmers under a scheme to 
promote milled rice as a key export commodity.  

• The economy, however, faces the challenge of diversifying and moving up the value chain 
from low-wage garment production. Recent protests over forcible displacements from land 
concessions also highlight the need for the development process to be more just and 
inclusive.  

 
Future outlook 

• Output growth is expected to remain high at 7.0% in 2013, on the back of a recovery in 
garment exports and continued growth in key sectors, including agriculture, tourism and 
construction. 

• In addition to country-specific circumstances, the creation of the Association of Southeast 
Asian Nations (ASEAN) Economic Community will be an important determinant for the 
country’s outlook.  

 
Inflation softens owing to stable food prices  

• Average annual inflation rate declined from 5.5% in 2011 to 3% in 2012, owing to stable 
food prices and relatively moderate, although still high, fuel prices. The stability of the riel 
currency and declining inflation in neighbouring countries also contributed to a more stable 
inflation.  
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Fiscal health improving but domestic resource mobilization remains weak  

• Fiscal deficit declined from 8.2% of GDP in 2011 to 5.8% in 2012. However, overall tax-to-
GDP ratio has remained at about 10-11% of GDP since 2008. To address this issue, the 
Government introduced a new strategy for revenue mobilization. 

• The Government launched a national social protection strategy in 2011 to consolidate 
existing disparate schemes into a streamlined system for delivering services. The 
Government is also actively supporting private sector development, including for micro, 
small and medium-sized enterprises (MSMEs).  

 
Monetary policy focuses on banking sector health  

• Monetary policy continued to rely largely on regulation-based instruments. With the rapid 
growth of domestic credit and the opening of stock exchanges, enhanced supervision and 
regulation of the financial sector have become more important.  

• The monetary authority raised the reserve requirement for banks and made a commitment 
to safeguarding the health of the banking system by strengthening supervisory capacity and 
strictly enforcing prudential regulations. 

 
Garment exports slow but FDI inflows increase  

• The trade deficit widened in 2012, as garment exports slowed while strong investment-
related imports continued. The current account deficit, at around 10% of GDP in 2012, was 
largely financed by foreign direct investment and official loans. Foreign direct investment 
inflows totalled $1.8 billion in 2012, a significant 104% increase from 2011. Gross official 
foreign currency reserves reached $3.7 billion at end of 2011, covering imports of about four 
and a half months.  

 
Human resources development challenges 

• An important concern is the wide socioeconomic gaps remaining between ASEAN’s more 
developed members and less developed CLMV (Cambodia, Lao PDR, Myanmar and Viet 
Nam). The literacy rate in Cambodia remains low at around 75%, compared to the other 
ASEAN members’ 90-95% (except for Lao PDR). Public spending on education is also 
relatively low at around 3% of GDP. A wide gap also exists in the average years of schooling. 
An average worker in CLMV countries today has 5.5 years of schooling, compared with 8.4 
years for his or her counterpart in the more developed ASEAN members.  

• In order for CLMV countries to fully benefit from the ASEAN Economic Community, the 
focus on education needs to be enhanced. CLMV countries would be able to participate 
more actively in the regional production networks with a skilled labour force. Employer 
surveys often cite the shortage of skilled labour as a major constraint. Studies also show 
that education is an important factor in determining labour productivity.  

• Given the budgetary constraints in the CLMV countries, more developed ASEAN countries 
could introduce or scale up financial and technical assistance to the CLMV countries in the 
areas of education and training. Currently, some more developed ASEAN countries operate 
individual programmes, but a more systematic approach could also be considered; for 
instance, setting up an “ASEAN education fund”. 

• In addition, given the shortage of well-trained teachers in CLMV countries, an ASEAN-wide 
volunteer teaching programme could enable young, qualified teachers from more developed 
ASEAN countries be seconded to primary and secondary schools in the CLMV countries for 
a given period, during which the sending Governments would pay for the salaries of those 
teachers. 

 


