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Cambodia : A Road to Economic Reform

— Lessons from Korea's Experience —

As a long lasting consequence of prolonged
conflict in its political regime, developments in
social service, educational facilities, social
overhead capital, and economic system have
been delayed. The number of residents in the
slums and squatter camps increased from 80,000
in 1990 to 200,000 in 1997, public expenditure on
education in 1999 was 1.3 percent of GDP, which
was far below international standard and in turn
will cause low labor productivity. Also the total
lack of physical infrastructure, considered as the
main barrier to greater economic development,
and Cambodia’'s estimated annual GNP per
capita in 2000 of approximately US$ 300
rankings among the poorest in the region, shows
the challenges to Cambodia’s development.

Although Cambodia possesses many social
as well as economical problems, it has promising
potentials to rapidly develop as shown by the
recent economic and institutional advancements.
With the sailing new coalition government
between CPP and FUNCINPEC in November
1998, transition to a market-oriented economy is
being accelerated. Also international aid — for
example, Tokyo meeting of the Consultative
Group (CG) — is supporting the policy of
structural reforms adopted by the government
of Cambodia. In fact, in 2000, stability in

macroeconomic conditions and politics was
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found, which has allowed the government to
concentrate on social and economic development
processes, Public revenue as a percentage of the
GDP in 2000 increased from 11.7% in 1999 to
12%, and public expenditure as a percentage of
the GDP in 2000 recorded 17.4% compared to 16.
1% in 1999. In addition, realistically, Cambodia is
expected to achieve economic growth of about 5-
6% in 2001-2002. Therefore, there are mixed
feelings of hope and challenge in Cambodia.

In this context, Korea's past experience — as
found in Korea's significant development path
from its devastated state after the Korean War
to its current status — may shed some light on
the future of Cambodia. Therefore, we would
like to derive some suggestions from Korea's
experience in the following section, which can be
applied to assist Cambodia in adopting some
important, relevant and useful lessons to its
development process. Therefore, Cambodia
could be concern establishing a central economic
planning body, ‘Riel’ ization of the financial
and credit markets, the support of small-and
medium-sized enterprises, establishing state-
owned enterprise, education and vocational
training, developing rural areas and improving
rural people’s living standards and growth of

enterpreneurship.
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