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3OVERVIEW

In the decade to 2019, Cambodia’s rapid economic 

growth, and structural change toward higher 

productivity and better paying sectors, grew labor 

earnings and reduced poverty. Cambodia’s economy 

has been among the fastest-growing in the world, 

propelling the country to achieve lower middle-income 

status in 2015. Gross domestic product (GDP) grew by an 

average of 7 percent annually over the decade, and GDP 

per capita grew by an average of 5.4 percent annually. The 

structure of Cambodia’s economy changed considerably 

as industry and services expanded to create more and 

better jobs in which the poor were able to participate. 

Cambodia’s inclusive growth correspondingly boosted 

income and standard of living for broad population 

segments. Poverty rates almost halved between 2009 

and 2019 with almost 2 million Cambodians escaping 

poverty (Figure 0.1). Figure 0.2 describes factors that 

enabled Cambodia’s strong growth and poverty reduction 

performance.

Figure 0.1  Rapid and sustained growth and dramatic poverty reduction
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Source: Cambodian authorities. Source: Ministry of Planning (2021).

Despite remarkable performance, Cambodia’s 

economy and households showed signs of 

vulnerability, which materialized following the 

coronavirus pandemic (COVID-19). Cambodia’s 

economy contracted 3.1 percent in 2020 due to the 

pandemic, marking the sharpest decline in Cambodia’s 

recent history and among the most pronounced in East 

Asia. Many households experienced declines in household 

income due to employment loss and/or reduced hours 

and wages. 

The significant COVID-19 effects on Cambodia’s 

economy and households had roots in challenges 

predating the pandemic. Although Cambodia’s growth 

had been remarkable, it increasingly concentrated in a few 

industries—export-oriented manufacturing, tourism, and 

construction—alone accounting for 70 percent of growth 

and 39 percent of total paid employment in 2019. While 

poverty reduction was impressive, many households 

were in a precarious position before the pandemic; they 

were economically vulnerable, had low savings, and few 

safety nets.

OVERVIEW
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Figure 0.2  How Cambodia achieved inclusive growth and poverty reduction between 
2009 and 2019

ENABLERS OF GROWTH

■  Macroeconomic stability (low and predictable inflation, stable exchange rate, effective management 
of public finances)

■  Openness to investment and trade

DRIVERS OF GROWTH AND PROSPERITY

■  Trade and investment-led growth

■  Economic growth that outpaced population growth

ENABLERS OF POVERTY REDUCTION AND SHARED PROSPERITY

■  Structural change (and job growth in higher-productivity sectors)

■  Growth in labor earnings (non-agricultural)

■  Improved delivery of key social services to underserved regions and populations

DEVELOPMENT  PROGRESS ACHIEVED

■  Poverty reduction

■  Shared prosperity

■  Rising standards of living

■  Inclusive human development
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Cambodia has an opportunity to shape policy to 

support a more inclusive and resilient recovery. 

Reflecting on Cambodia’s progress before and during 

the pandemic, key lessons can be drawn; (i) Cambodia’s 

prosperous and inclusive growth can be developed more 

resiliently and sustainably, and (ii) more can be done to 

protect poor and vulnerable households, build household 

resilience, and enhance human development. Figure 0.3 

outlines policy actions needed to achieve these goals. 

Figure 0.3  Policies to support a more inclusive and resilient recovery

POLICIES FOR POVERTY REDUCTION AND SHARED PROSPERITY  

■  Leverage cash transfers to protect poor and vulnerable households, support their recovery, and 
build their resilience

■  Strengthen Cambodia’s post-pandemic social protection system

■  Invest in people through health and education

POLICIES FOR INCLUSIVE, RESILIENT, AND SUSTAINABLE ECONOMIC GROWTH  

■  Improve capabilities of Cambodia’s firms and workers (to deepen structural transformation and 
sustain long-term growth)

■  Diversify trade

■  Harness domestic investments

POLICIES FOR STRENGTHENING PRO-POOR EFFECTS OF FISCAL POLICY AND FINANCING 
POVERTY REDUCTION STRATEGIES SUSTAINABLY

■  Integrate an equity lens in the development and implementation of the upcoming Revenue 
Mobilization Strategy

■  Broaden the tax base to allow fiscal policy to be more countercyclical in the future

■  Reexamine spending priorities,  reallocate spending, and maximize spending efficiency
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Cambodia Achieved a Decade of Growth, Poverty 
Reduction, and Shared Prosperity

1  The Royal Government of Cambodia (RGC) redefined national poverty lines using data from the Cambodia Socio-Economic Survey (CSES) 
2019/20. This Poverty Assessment uses the new poverty lines to evaluate Cambodia’s poverty reduction progress between 2009 and 2019.

This Poverty Assessment evaluates Cambodia’s 

poverty reduction progress between 2009 and 2019 

and contributing factors. Based on our understanding 

of contributing factors, the assessment asks what the 

impact of the coronavirus disease 2019 (COVID-19) 

has been, and what will be needed to support inclusive 

recovery. The Royal Government of Cambodia (RGC) 

recently updated the national poverty lines for Cambodia. 

Prompted by  Cambodia’s transition  to  lower middle-

income status in 2015, the RGC revisited the poverty 

measurement methodology in 2017; the review confirmed 

that the way Cambodians live and spend today has 

changed considerably as the country became richer, and 

that the national poverty lines needed revising to better 

reflect economic realities. This Assessment uses the new 

poverty lines to evaluate Cambodia between 2009 and 

2019, coupled with other data sources. 

This Poverty Assessment covers 5 chapters. Chapter 

1 examines the progress Cambodia made in reducing 

poverty and boosting shared prosperity between 2009 and 

2019. Chapter 2 examines the evolution of non-monetary 

poverty between 2009 and 2019. Chapter 3 examines 

the profile of poverty and inequality in 2019/20. Chapter 4 

examines the 2019 fiscal system and its effects on poverty 

and inequality in 2019/20. Chapter 5 examines COVID-19 

socio-economic effects on Cambodian Households in 

2020.

Cambodia’s rapid economic growth from 2009 to 

2019, combined with structural change, grew labor 

earnings and reduced poverty. Cambodia’s economy, 

among the fastest-growing in the world, achieved lower 

middle-income status in 2015. Macroeconomic stability—

low and predictable inflation, stable exchange rate, and 

sustainable fiscal policy—created favorable conditions for 

investment and growth. Trade and investment liberalization 

since the 1990s has fostered private investment and high 

foreign direct investment (FDI), creating jobs in Cambodia’s 

non-farm sector and markets for its exports. Cambodia’s 

gross national product (GDP) grew about 7 percent annually 

over the decade. Cambodia’s population also grew at a 

pace far slower than the economy, helping GDP per capita 

grow about 5.4 percent annually over the same period. 

The structure of Cambodia’s economy changed rapidly 

as workers moved from agriculture to higher-productivity, 

better-paying manufacturing and service jobs, boosting 

worker’s earnings. Growth boosted income and standard 

of living broadly, and poverty rates almost halved between 

2009 and 2019/201 from 33.8 percent to 17.8 percent (see 

Chapter 1). Almost 2 million Cambodians escaped poverty, 

many of whom lived in rural areas. 

EXECUTIVE SUMMARY
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Figure ES.1  Robust growth in per  
capita GDP 

Figure ES.2  Poverty headcount declined 
rapidly
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Note: Urban=Phnom Penh and other urban areas.
Poverty estimates are based on the revised poverty methodology.

Living standards improved, helping Cambodia to 

narrow urban-rural gaps; but low-income and rural 

households still lag in access to basic services and 

earning opportunities. Housing conditions improved 

with more durable dwellings, and the proportion of 

households with access to electricity more than tripled 

from 26 to 86 percent, with rural households seeing a 

seven-fold increase. Access to improved water almost 

doubled from 44 to 74 percent, and access to improved 

sanitation more than doubled from 35 to 83 percent. 

Maternal and child health improved substantially as 

comprehensive health services scaled up along with 

pro-poor social assistance. Childhood nutrition and 

vaccination improved, and in 2015 Cambodia achieved 

most of health-related Millennium Development Goals. 

Cambodia increased primary education enrollment to 

levels comparable with high-income economies and 

increased secondary school enrollment. In 2019/20, 

almost 9 in 10 primary school-aged boys and girls were 

enrolled, making young Cambodians more educated 

and literate than their parents, and the country achieved 

gender parity in primary schooling and literacy. Increased 

ownership of communication devices, transport assets, 

and household appliances are further evidence of rising 

living standards. 

Figure ES.3  Access to electricity tripled
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Figure ES.4  Maternal mortality declined Figure ES.5  Child mortality declined
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Macroeconomic Stability and Openness to Investment 
and Trade Facilitated Cambodia’s Economic Performance

2 World Bank Group (2019).

Cambodia’s remarkable economic growth and 

poverty reduction took place in an environment 

characterized by macroeconomic stability and 

prudent fiscal management. Macroeconomic stability 

in Cambodia—reflected in low and predictable inflation, 

stable exchange rate, and sustainable fiscal policy—

created favorable conditions for investment and growth. 

Inflation kept at single digits and the nominal exchange rate 

was broadly stable at about KHR 4,000 per U.S. dollars 

for several years. The authorities had pegged the Khmer 

riel (KHR) to the United States dollar (US$), providing a 

nominal anchor for stable prices. Following expansion 

in the public-sector deficit in 2009, the authorities also 

pursued fiscal consolidation and prudent management of 

public finances, contributing to overall macroeconomic 

stability.2 These factors reduced the uncertainty that may 

cause potential investors to avoid new and long-term 

projects in Cambodia. In addition to a high growth rate, 

macroeconomic stability helped the poor; by maintaining 

low inflation, real wages and financial assets of the poor 

were less likely to be eroded. 

Openness to trade and investment—supported by 3 

decades of reforms—and preferential trade access 

also helped drive growth. Trade and investment 

liberalization since the 1990s has helped Cambodia 

foster private investment by attracting high inflows of 

foreign direct investment (FDI) and creating markets for 

Cambodia’s exports. Capital accumulation—aided largely 

by FDI—has been the primary driver for economic growth 

in Cambodia, accounting for nearly three-quarters of real 

GDP growth since 2011. Employment growth, human-

capital accumulation, and productivity expansion have 

played a secondary role. Between 2009 and 2019, 

Cambodia continued to benefit from membership in 

the Association of Southeast Asian Nations (ASEAN) 

community and the World Trade Organization (WTO), as 

well as the preferential access to the European Union 

market under the “Everything but Arms” agreement.
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Figure ES.6  Growth was driven by capital accumulation, 
GDP growth decomposition, share in total, 1995-2017
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Cambodia’s growing economy sustained high 

employment rates and income growth; but 

Cambodia’s slower population growth further helped 

boost per capita incomes. Cambodia’s population 

grew at a pace far slower than the economy, substantially 

increasing the levels of per capita GDP and per capita 

income over the decade. Cambodia’s age structure was 

also favorable for development. Cambodia’s working-age 

population (WAP) share grew slightly, helping to boost 

economic output and income per capita. Cambodia’s 

young population offered a ready supply of labor to be 

employed in more productive industry and services sector 

with higher returns to labor. Cambodia’s labor market 

maintained high and stable labor force participation and 

employment rates between 2009 and 2019/20. 

Figure ES.7  Working-age population grew slightly and labor force participation 
remained high
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Trade and Investment-led Growth Were Key Drivers for 
Structural Transformation and Poverty Reduction

3  Structural transformation occurs as people and resources shift from lower to higher productivity activities. It raises household incomes and 
living standards, lifting people out of poverty (World Bank, 2022).

Structural transformation was crucial to Cambodia’s 

poverty reduction success. Growth in per capita income 

supported poverty reduction in Cambodia; but “structural 

transformation”3 helped to distribute growth and income 

to broader segments of the population. In Cambodia, 

transformation was achieved mainly through movement 

of workers from low to higher-productivity sectors, and to 

some extent the migration of workers from low to higher-

productivity areas, and workers staying within existing sectors 

but benefitting from within-sector productivity growth.

Figure ES.8  Real GDP growth and sectoral contributions (2009–2019)

Growth was driven by garment manufacturing,  
tourism, and recently construction and real estate

…aided by high FDI inflows into those sectors
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… and openness to trade
…resulting in declines in agriculture’s share in  
value-added.
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Investment and trade spurred Cambodia’s structural 

transformation away from agriculture towards higher 

value-added activities. FDI and exports supported 

non-agricultural job creation, driving structural change, 

and poverty reduction. FDI flowed mainly into Cambodia’s 

more productive, non-agricultural sectors—especially the 

garment, construction, and tourism sectors—creating 

better jobs and helping move Cambodia from agriculture 

dependence toward light manufacturing and services. 

Cambodia saw consequent declines in agriculture’s 

share in employment and output, and increases in the 

combined share of industry and services. As workers 
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exited from agriculture, services progressively became 

the largest employer, while industry became the largest 

producer. Cambodia’s key export sectors contributed 

more than one-third of all paid employment. In 2019, 

garment and footwear manufacturing accounted for 

about 1 million jobs (21 percent of paid employment), 

while tourism accounted for 620,000 jobs (13.9 percent of 

paid employment).4 Travel and tourism sectors combined 

accounted for 2 million jobs and one-quarter of GDP.

Cambodian workers moved from agriculture to 

higher-productivity and better-paying manufacturing 

and services sectors. In 2019/20, 6 in 10 jobs were 

non-farm jobs, up from 4 in 10 a decade earlier. About 

4 World Bank (2021). CEM.

4 in 10 jobs were non-farm wage jobs, up from 2 in 10 

a decade earlier. Workers were enticed to industry and 

services by the wage differences. For example, in 2009, 

non-agricultural wages were about 4 times higher than 

agricultural wages, while labor productivity in non-

agriculture was 3 times that of agriculture. Workers who 

remained in agriculture consequently benefited from 

productivity growth within the sector. Value added per 

worker increased most in agriculture, where declining 

numbers of workers—coupled with crop yield growth 

and smallholder land-use expansion—resulted in a near 

doubling of labor productivity in over a decade. Despite 

the gains, agricultural productivity remained at low levels.

Figure ES.9  Workers moved out of agriculture and those who remained enjoyed some 
benefits from rising within-sector productivity
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Workers not only moved across sectors, but spatially 

from rural areas to towns and cities. Between 2008 

and 2019, about one-third of Cambodians migrated out 

of rural areas, with the pace of migration increasing after 

2014 (Figure ES.10, Figure ES.11), driven by economic 

opportunities in cities and transport connectivity. 

5  We use the decomposition method of Azevedo et al. (2013) to examine the contribution of demographics, labor income, public transfers, and 
remittances to poverty reduction and identify which factors contribute most to observed poverty reduction. Although the decompositions do 
not identify causal effects, they are useful to focus attention on income components that are quantitatively more important for changes at the 
bottom of the distribution.

Urban-to-urban migration doubled over the decade. 

The proportion of households receiving remittances 

originating from within Cambodia more than doubled from 

17 percent in 2009 to 43 percent in 2019/20, and the 

volume of remittances grew six-fold largely due to flows 

to rural areas. 

Figure ES.10  Rural outmigration and  
urban-to-urban migration increased 

Figure ES.11  Urbanization is rising
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Growth in non-farm labor earnings, especially 

wages, was most responsible for poverty reduction.5 

Manufacturing (mainly garments) and services attracted 

low-skilled workers from agriculture, offering higher and 

faster-growing wages. Real wages increased over the 

decade, with those at the bottom of the wage distribution 

benefitting. Average real non-agricultural wages 

quadrupled between 2009 and 2019/20, and average 

real non-agricultural self-employed income doubled. Most 

garment and footwear jobs paid at least the minimum 

wage and offered a range monetary and non-monetary 

benefits. The minimum wage, applicable only to garment 

and footwear industries, was hiked up 8 times between 

2009 and 2019, increasing from US$50 in 2009 to US$182 

in 2019. Cambodia’s labor-intensive manufacturing and 

export jobs played a crucial role in poverty reduction, with 

the poverty rate falling from 33.8 percent in 2009 to 17.8 

percent in 2019/20. While non-farm job and wage growth 

contributed to the decrease in poverty rates, nearly 9 in 10 

in the labor force are still employed in the informal sector, 

which typically means lower-quality jobs.
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Figure ES.12  Growth in non-farm wages  
led to substantial poverty reduction 

Figure ES.13  Growth in remittances 
supported some poverty reduction
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6  World Bank (2021). CEM.

Remittances growth contributed to poverty 

reduction but marginally; public transfers to a far 

less extent. Despite substantial growth in remittances, 

they account for a small share of household income, and 

thus contribute marginally to poverty reduction. Public 

transfers have even less effect on poverty reduction since 

they provide low coverage and are small. However, there 

has been a steady growth in public transfers over the 

decade – reflecting a commitment of the RGC to help 

the poor. 

COVID-19 Exposed Cambodia’s Pre-existing Economic 
Vulnerabilities

COVID-19 exposed Cambodia’s pre-existing 

economic vulnerabilities. Although Cambodia’s growth 

has been remarkable, it was insufficiently diversified 

across products, markets, and financing sources. Five 

products—garments, footwear, rice, cassava, and 

tourism—accounted for 80 percent of total exports; 2 

markets—the European Union (EU) and the United States 

(U.S.)—accounted for 69 percent of merchandise exports; 

and FDI and official development assistance accounted 

for 72 percent of gross fixed capital formation in 2018.6 

In 2020, Cambodia’s economy contracted 3.1 

percent; the sharpest decline in Cambodia’s recent 

history, and among the most pronounced in the East Asia 

and Pacific (EAP) region. In 2020, Cambodia’s growth 

fell an estimated 10 percentage points (pp) from its 

pre-pandemic average growth rate. COVID-19 severely 

negatively affected Cambodia’s growth-driving sectors: 

construction, tourism, and merchandise exports, which 

alone accounted for 70 percent of growth and 39 percent 

of total paid employment in 2019. Cambodia’s tourism 

and hospitality sector—estimated to account for about 

2 million jobs and one-quarter of GDP pre-pandemic—

collapsed due to travel restrictions. International arrivals fell 

72 percent in the first 8 months of 2020 compared to the 

prior year. Garment, footwear, and travel goods exports fell 

11.5 percent by August 2020 due to weakened demand. 

The construction and real estate sectors weakened. The 

economy also faced other negative shocks, including 

floods in late 2020 that reduced agricultural production, 

and the partial withdrawal of preferential trade access on 

some Cambodian exports (including garments, footwear 

and travel goods). The authorities responded with 

measures to support households and firms during COVID 

(see Chapter 5). Despite extensive government support, 

the economy and households suffered enormously.
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Figure ES.14  COVID-19 had a negative effect on Cambodia’s economy

The pandemic induced economic slowdown…. …among the most pronounced in the EAP region.
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7  Potentially scarring mechanisms include increasing household debt, selling assets, and pulling children out of school.

Many Cambodian households were in a precarious 

position before COVID-19. Although poverty reduction 

had been impressive, many Cambodians remained 

economically vulnerable, placing them at risk of falling into 

poverty (see Chapter 1). About 15 percent of Cambodians 

were near-poor with incomes marginally above the 

poverty line (see Chapter 3). Household savings were low 

before the pandemic, limiting household means to cope 

with shocks, let alone endure months of hardships from 

a pandemic (see Chapter 5). Few social safety nets were 

available to Cambodians to mitigate negative welfare 

effects (Figure ES.13, see Chapter 4).

COVID-19 partially reversed Cambodia’s poverty 

reduction progress. In 2020, poverty rose for the first 

time. COVID-19 weakened labor markets considerably 

and household incomes declined due to employment 

loss and/or reduced hours and wages (see Chapter 

5). As the crisis prolonged, household finances were 

stressed, pushing more households to assume debt to 

cover living expenses, potentially leaving scarring effects 

for future consumption.7 Hitting the poorest people 

hardest, the adverse COVID-19 effects eroded the shared 

prosperity and contributed to rising inequality as low-

income households suffered most from job losses and 

declines in welfare. For the bottom 20 percent, per capita 

consumption dropped 3 times more than for the top 20 

percent, and low-income households were more likely to 

reduce food consumption and eat less nutritious meals 

(see Chapter 5). 
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Government Social Assistance Scaled Up to Poor and 
Vulnerable Households During COVID-19

8  Simulations were implemented using the ADePT macro-simulation module.

The Government leveraged the existing “IDPoor” 

registry to deliver relief cash transfers to registered 

IDPoor households. Launched in June 2020, the 

program has disbursed US$714 million in cash transfers 

as of July 2022. The cash transfer program has been the 

largest component of the government’s support package. 

Spending on cash transfers rose from less than 0.1 

percent of GDP in 2019 to 0.7 in 2020 and 1.4 in 2021. 

The program has reached about 690,000 households 

and 2.7 million individuals, or about 17 percent of the 

population, up from 2 percent of the population pre-

COVID-19. 

Cash transfers provided valuable income support 

to poor households during the pandemic and 

curbed the increase in poverty and inequality. The 

program mitigated 40 percent of the increase in poverty. 

We estimate about 460,000 entered poverty in 2020, 

raising the poverty rate 2.8 pp from the official rate in 

2019/20.8 In the absence of cash transfers, around 

750,000 Cambodians could have entered poverty in 

2020, raising the poverty rate 4.7 pp. Increased inequality 

was also mitigated, with the Gini index projected to have 

increased by 0.2 pp in 2020 rather than by 0.4 pp had 

cash transfers not been provided. Cash beneficiaries also 

valued the income support, using the cash to buy food 

and essential items (see Chapter 5). 

Figure ES.15  Cash transfers mitigated poverty increase

The number of poverty entrants was curbed… …and increased poverty mitigated.
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While assistance rapidly scaled up, cash transfer 

coverage and adequacy left room for improvement. 

Per capita consumption of the poorest quintile declined by 

25 percent even with transfers. Larger cash transfers and 

better inclusion of the near poor is needed as Cambodia’s 

economic recovery remains uneven and households face 

increased risk of poverty despite economic recovery. The 

crisis exposed holes in the current social protection system 

for those in the middle of the distribution; twice the share 

of households saw income declines than those receiving 

social assistance under the current IDPoor program 

which covers households at the bottom of the distribution 

(see Chapter 1, Figure 1.7). Expanded coverage to newly 

poor and near poor is needed to protect households from 

falling deeper into poverty. 
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An Uneven Recovery, Challenges, and Opportunities  
Lie Ahead

Cambodia’s policy makers have several risks, challenges and opportunities to consider ahead:

9 World Bank (2022). MPO.

10  Indicates that a child born today is expected to be 49 percent as productive in adulthood as he or she would have been with complete edu-
cation, good health, and a well-nourished childhood (see Chapter 2) (WBHCI).

11 World Bank (2021). CEM.

Cambodia’s households face increased risk of 

poverty despite economic recovery. COVID-19 has 

affected low-skilled workers, informal workers, and 

low-income households more than proportionately and 

Cambodia’s uneven economic recovery further risks 

slowing the pace of household recovery. Growth in 2022 

is projected at 4.8 percent9 and will mostly depend on 

manufacturing and other services given the slower 

recovery of travel and tourism. Inflation, led by rising fuel 

and food prices triggered by the Russia-Ukraine conflict, 

could slow the pace of poverty reduction as it weighs 

on household budgets. Cambodian households also 

face increased climate vulnerability as climate change 

increasingly threatens rural and non-agricultural livelihoods 

through disruptions to agricultural production, water, and 

transport. Investment in climate change adaptation is 

thus increasingly important to protect employment and 

mitigate poverty.

Cambodia has several development challenges to 

address, including spatial disparities in poverty and 

low human development. Despite notable progress 

on health, Cambodia’s overall progress in human 

development has been slow. Education is Cambodia’s 

biggest obstacle; over the past decade, Cambodia raised 

net primary education enrollment to levels comparable 

to high-income economies; but net enrollment in lower-

secondary education (47 percent in 2019/20) remain well 

below other ASEAN countries. Learning outcomes and 

overall educational attainment also remain low. COVID-19 

further threatens educational outcomes and nutrition in 

poor and newly poor households (Chapter 5). Cambodia 

ranks lowest among comparator countries in foundational 

human capital, as measured by the World Bank Human 

Capital Index (HCI) (see Chapter 2). Cambodia’s HCI score 

of 0.4910 demonstrates shortcomings in early childhood 

nutrition and in the education system—reflected by high 

stunting rates, late school entry, high grade repetition, 

and high dropout rates (see Chapter 2 and Chapter 3). 

Cambodia’s moderate productivity performance and 

insufficiently diversified economy could reduce its 

long-term growth and poverty reduction potential. 

Productivity is crucial for an economy to grow, and 

therefore an important determinant of living standards. 

But overall labor productivity in Cambodia remains 

low for its level of economic development. Productivity 

growth within manufacturing and services sector has 

been suboptimal, in part due to low human capital. The 

World Economic Forum Report confirms Cambodia has 

a low share of highly skilled workforce due to weak skills 

development (see Chapter 2). Cambodia’s inability to 

grow its product basket is linked to low productivity.11 

Sustainability of Cambodia’s garment sector is also under 

threat. In recent years, garment sector competitiveness 

has weakened due to rapid increase in legislated minimum 

wages coupled with stagnant productivity. Moreover, 

partial suspension of the country’s preferential access to 

the EU (European Union) market under the “Everything 

but Arms” agreement further narrows the export market. 

Cambodia’s ability to diversify trade and improve human 

capital will be crucial to sustained long-term growth. 
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Cambodian growth can benefit from deeper 

structural change and a key demographic transition, 

provided investments are made in people and 

firms today. Structural transformation is well underway 

in Cambodia but further productivity gains remain to 

be achieved. Cambodia is also in the early phases of a 

12 World Bank (2019a).

13  Rutkowski (2018). Using adaptive social protection to cope with crisis and build resilience. (https://blogs.worldbank.org/voices/using-adap-
tive-social-protection-cope-crisis-and-build-resilience).

14 Bowen et. al. (2020). Adaptive Social Protection: Building Resilient to Shocks.

“demographic dividend” with a pool of potential workers 

expected to expand for the next 35 years.12 Cambodia 

can harness economic growth stemming from changes 

in the population’s age structure provided it continues to 

create good jobs and invest in youth health and education.  

Policy Directions for a More Inclusive and Resilient Recovery

We recommend several policy recommendations to foster a more inclusive and resilient Cambodian economy 

and society:

(I)  Social assistance remains an immediate priority. 

Pandemic support to families is crucial, but support 

after the pandemic will also be needed to support 

household recovery, rebuild livelihoods, and build 

resilience. Going forward, Cambodia’s policymakers 

can assess if cash transfers will remain a temporary 

measure to protect citizens from falling into poverty or 

if they can promote future poverty reduction as part of 

a broader strategy. If part of a broader strategy, cash 

transfers can be used to build long-term household 

resilience by (i) boosting individual and family 

financial well-being, and (ii) encouraging savings, (iii) 

expanding financial inclusion and literacy (expand 

access to regulated financial products and services 

and broaden use through financial awareness and 

education) and (iv) encouraging uptake of health and 

education services.

(II)  Adaptive social protection systems go a 

step further by helping ensure that critical 

investments in human capital are not 

undermined by future crises or shocks.13 This 

will require preparing and enhancing social protection 

systems ahead of large-scale shocks to build the 

resilience of poor and vulnerable households before, 

during, and after shocks.14

(III)  It will be imperative to deliver health and 

education services to the poor. Human capital 

is often the only asset the poor have to generate 

income and improve their quality of life. Cambodia’s 

policymakers can increase spending on Cambodia’s 

nutrition, health, education, and water and sanitation 

(WASH) services. Policy makers can also improve 

the quality of services, focusing  on rural areas to 

further narrow spatial and socioeconomic disparities. 

Spending on health and education was responsible for 

most fiscal redistribution in 2019. Policymakers can 

also incentivize Cambodian uptake of social services. 

For instance, expanding maternal and child cash 

transfer program can encourage pregnant women 

and mothers to seek health services, or expanding the 

cash transfer program can encourage rural and low-

income households to stay in school.

(IV)  Policy makers can strengthen the pro-poor 

effects of fiscal policy while financing poverty 

reduction strategies sustainably. Balancing 

short-term emergency assistance with medium-

term growth and debt sustainability will be vital in 

maintaining macroeconomic stability. Cambodia’s 

ability to increase investment in social assistance, 

health, and education will hinge on its ability to 
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generate new sources of revenue; but even without 

increased spending, Cambodia can reprioritize 

spending and improve spending efficiency through 

better targeted poverty alleviation efforts.

(V)  Action is needed to support Cambodia’s 

COVID-19 economic recovery and enhance 

economic resilience by diversifying economic 

activity. Cambodia’s policymakers can forge a 

new growth path by increasing firm and worker 

productivity, diversifying exports, and harnessing 

domestic investment to sustain rapid expansion 

15 World Bank (2021). CEM.

of fixed capital formation. The actions will enhance 

economic growth along with resilience, while 

improving the quality and inclusiveness of jobs to 

support income growth and poverty reduction. The 

recent Cambodia Country Economic Memorandum 

(CEM) lays out recommendations for diversifying 

Cambodia’s growth model, which we reflect in this 

report in the Cambodia Policy Matrix.15

The Cambodia Policy Matrix outlines some of these policy 

actions in more detail:
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Figure ES.16  Cambodia Policy Matrix

OBJECTIVES ACTIONS

Leverage cash 
transfers for 
immediate and 
future poverty 
reduction

Protect the poor and vulnerable, support their recovery, and build their resilience

■  Continue income support to families during the pandemic and as it winds down.
■  Increase the transfer amount a family receives.
■  Expand social assistance coverage to newly poor and near-poor.
■  Use cash transfers to build household financial resilience, livelihoods, and human capital.

Strengthen 
Cambodia’s  
post-pandemic 
social protection 
system

Build adaptive social protection systems for future crises

■  Increase spending on social protection to a steady-state above 0.1% of GDP.
■  Institute strong and adequate post-pandemic social assistance, benchmarking amount 

of assistance to the poverty line.
■  Introduce shock-responsive elements to social assistance programs, pre-establishing 

programs, financing and payment mechanisms, IT systems, and institutional 
arrangements.

■  Build on the IDPoor program to develop a social registry, expanding coverage and 
improving the scoring system used for targeting.

■  Develop adaptive social protection systems for future crises.

Improve human 
capital through 
health and 
education

Improve health and education service delivery

■  Increase spending on health and education in rural areas.
■  Improve quality of health and education service delivery.
■  Deploy resources more efficiently and effectively based on assessments of where 

development lags and investments are needed most.

Diversify 
Cambodia’s 
growth model16 

Support inclusive, resilient, and sustainable economic growth

■  Improve capabilities of Cambodia’s firms and workers to sustain long-term growth.
■  Diversify exports.
■  Harness domestic investment to finance the next phase of growth and job creation.

Strengthen the 
redistributive 
effect of fiscal 
policy and finance 
poverty reduction 
strategies 
sustainably

Strengthen the redistributive effect of fiscal policy and finance poverty reduction 
strategies sustainably

■  Integrate an equity lens in the development and implementation of the upcoming 
Revenue Mobilization Strategy.

■  Broaden tax base to diversify sources of revenue.
■  Reexamine spending priorities, reallocate spending, and maximize spending efficiency.

16 See World Bank Cambodia Country Economic Memorandum (CEM) 2021a for detailed policy actions.
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