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CONFERENCE MINISTERIELLE

ORGANISATION

St MINISTERIAL CONFERENCE
I WORLD innus

5" Ministerial Conference of the WTO.
Cancun, Mexico

I3399 f2ngn givoom
11 September 2003

nriegy oy [Wg #AamuFpaamangay igh
aggin ssighamen§dieminmu§iinde Is wros
§{Ak cancun (Uiswloain

H.E Cham Prasidh, Former Minister of Commerce
of Cambodia, delivered remarks at the 5" WTO Ministerial

Conference.
Cancun, Mexico

I8 ow fangn giwoom
12 September 2003
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—

NFERENCE 5 CONFERENCE MINISTERIELLE  5* CONFERENCIALN

ORGANIsATIOl

The Signing Ceremony of the Protocol of Cambodia's
Accession to the WTO during the 5" Ministerial

Conference of the WTO.
Cancun, Mexico

igdom fangn givoom
13 September 2003

100 J. Denis Bélisle HAn WAIHUHISUREANU
mengagrgehd (ITC) 8k hnagy o g ghamy

wifeanidansgidswiua mc ReuAgn
81 Cancun (Uis o

Mr. J. Denis Bélisle, former Executive Director of the
International Trade Centre (ITC) and H.E Mr. CHAM Prasidh
during the press conference on the aid of ITC to Cambodia.

Cancun, Mexico

igdom f2ngn givoom
13 September 2003
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gRANIGAE srsiqh%mmgfﬁ
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H.E. Mr. CHAM Prasidh was being interviewed by
journalists during the 5" Ministerial Conference of

the WTO.
Cancun, Mexico

Ig%om fengn giwoom
13 September 2003

g Ay §uikiuna
Ta
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The Signing Ceremony of Trade and Investment Framework
Agreement between Cambodia and USA.
Cambodian Embassy in the United States

igdoc fenpth givoos
14 July 2006
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i

Gem Lm’junmywwm YA AT AT giS
8K .2, Pacal Lamy HAGHASIWA WTOY
Tnsaw§mn, wienaym

Ceremony of Conferment of the Grand Cross of the
Royal Order of Sahametrei to H.E. Mr. PASCAL LAMY,
former Director General of the WTO.

Peace Palace, Cambodia

1siigduwo taigm giboow
20 Nov2012

ﬁjh&iflﬁﬁ&i nHLﬂ[ﬂS
gasmgsnﬁmmmm
fiangumunidgi
Hgmimmgﬁgﬁﬁnmﬂﬁ
As the host of “Socio-Cultural Program”, Cambodia
organized and welcomed the international guests to
watch the traditional Khmer dances, cuisine, and other

appetizers.
The World Trade Organization

158 m fenpth givooe
3 July 2019
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NEPEAD AN AVANSEN LA A 12N

WA3RY Roberto Azevédo HARHEASIWA WTO §§A
RN §hﬁmﬁﬁm1mrmaw mtgﬁﬂﬁutmwmuﬁ
it U]s rus qﬁﬁmwmga@sm NMAMGARYEN
isigufgtpaffadhinmanuidain
ffgwanimaingny
wmimangagianiona

H.E. Mr. Roberto Azevédo, former DG of the WTO,
welcomed Samdech Akka Moha Sena Padei Techo
HUN SEN, former Prime Minister, Kingdom of Cambodia,

atthe 7" Global Review of Aid for Trade.
The World Trade Organization

158 m ienpth givoos
3 July 2019

isg:namo(Angh asHi miﬂumsx
“migaddaydimmaansitswamo
spmiendngagAaniong

Samdech Akka Moha Sena Padei Techo HUN SEN,
former Prime Minister, Kingdom of Cambodia, delivered a
keynote address at “Aid for Trade Global Review”.
The World Trade Organization

m f2nnth gibooe
3 July 2019
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FOREWORD BY
SAMDECH AKKA MOHA SENA PADEI

TECHO HUN SEN,
PRESIDENT OF THE SENATE OF THE KINGDOM OF CAMBODIA

Since the late 1990s, the people of Cambodia have been living under the
umbrella of complete peace, political stability, and a fledging economy, which were
the results of the efforts of the Royal Government of Cambodia in implementing
vision, policies, strategies, plans and other reform programs. These were carried out
under the spirit of proactiveness and high responsibility in order to ensure economic
growth, promote competitiveness, reduce poverty and strengthen social
development.

Based on these factors, the Royal Government began to look at integrating
Cambodia into the regional and global economy, in which the decision to negotiate
an accession to the World Trade Organization (WTO) in the late 1990s was a decision
that is correct and forward-looking, even though Cambodia’s economy at that time
was not yet strong. The decision was also based on the Royal Government’s careful
weighing of the benefits and challenges, as well as the regulations and policies of
Cambodia at that time against the requirements of accession and all the reforms
that Cambodia will have to implement after becoming a full member. From a long-
term perspective, Cambodia actively participated in the negotiations for accession
to the World Trade Organization until its completion and become the 148" member
of the WTO on 13 October 2004.

As a full member of the WTO, Cambodia gained access to the market under Most
Favoured Nation (MFN), as well as special and differential treatment, especially
preferential market access and other specific measures, offered to Cambodia as a
Least Developed Country (LDC) Member, which was stipulated in various
agreements and provisions of the WTO. Cambodia also benefited from various
support measures in the form of capacity building and technical assistance from the
WTO and from other Members and development partner institutions, which were
crucial in the implementation of reform programs that Cambodia committed upon
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acceding and in the achievement of various national development objectives, as
well as accelerating its full integration into the multilateral trading system.

Over the past 20 years, Cambodia has achieved many tangible outcomes,
including: an increase in trade volume from USD 4.5 billion in 2004 to USD 47.88
billion in 2023, with exports rising by more than 940% and reaching a target market
of up to 177 countries. Foreign direct investment grew from USD 110 million in 2000
to USD 4.92 billion in 2023. The gross domestic product per capita increased from
just USD 410 in 2004 to USD 1,875 in 2023. These factors contributed to reducing
the poverty rate from 60% in 2000 to just 16% in 2022. Furthermore, WTO
membership has facilitated Cambodia's transformation from an economy heavily
reliant on agriculture to one characterized by industrialization and diversification,
allowing Cambodia to export various products across multiple sectors, including
agriculture, textiles, and more, such as rice, cassava, mango, rubber, garments,
footwear, travel goods, bicycles, electronic components, automotive parts, and
many more value-added products.

WTO membership also provided Cambodia with opportunities to enhance
institutional capacity and empower officials in negotiating bilateral and regional free
trade agreements to open additional markets beyond the preferential markets
obtained through the WTO. These achievements reflect the success of
implementing an economic policy that considers trade as the main driving force for
national economic development, enabling Cambodia to achieve an average
economic growth rate of 7% over the past 20 years, prior to the onset of the COVID-
19 pandemic in 2019.

With Cambodia's rapid socio-economic development over the past 20
years, as a WTO member, Cambodia has also actively contributed, alongside other
members, to improve multilateral trade rules and support the reform of this
organization towards becoming a global trade institution that is inclusive, equitable,
and effective, with development at its core. Cambodia is the first LDC Member to
establish a Permanent Mission to the WTO and other International Organisations
(Economic and Trade) in Geneva, Switzerland, in 2017, and has deservedly assumed
the role of the Coordinator for the LDC Group that serves comprehensive interests
of all LDC Members as well as playing a pivotal role in discussions and negotiations
on important and beneficial topics for LDC Members. These efforts reflect the
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importance Cambodia attaches to the multilateral trading system, with the WTO at
its core, as well as demonstrating Cambodia's full capacity and potential in
participating in discussions on various issues and contributing to solutions and
improvements of the global trading framework for national benefits.

At the same time, amidst a global economic landscape that is changing
and uncertain, Cambodia faces new challenges, including changes in economic
structure and architecture, geopolitical competition leading to trade wars,
protectionism and nationalism, as well as climate change and the rapid evolution of
digital technology. In this sense, Cambodia must adapt to these global trends and
strategically plan for socio-economic development by phases to achieve the visions
2030 and 2050. In line with this vision, the government has launched a Phase |
strategy for “Growth, Employment, Equity, Efficiency, and Sustainability,” which
focuses primarily on: 1) maintaining peace and stability, economic growth, and
inclusive development; and 2) building and strengthening the foundation to drive
national development momentum.

Based on the achievements and key visions highlighted in the report on
“Cambodia’s 20-Year Journey as a WTO Member” prepared by the Ministry of
Commerce, | would like to express my high appreciation and commendation to the
Ministry of Commerce and relevant ministries and institutions that have participated
effectively and actively under the WTO framework in fulfilling our obligations and
building Cambodia's socio-economic landscape.

I would like to extend my deep appreciation to the distinguished
negotiators and the Cambodian negotiation team, led by H.E. Kitti Settha Pandita
Cham Prasidh, former Minister of Commerce, who have dedicated their utmost
effort to successfully negotiate Cambodia's membership in the WTO. These
achievements reflect a significant collaborative effort that relentlessness in
pursuing progress and prosperity for the national benefit and the welfare of all
Cambodian people.
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FOREWORD BY
SAMDECH MOHA BORVOR THIPADEI

HUN MANET,
PRIME MINISTER OF THE KINGDOM OF CAMBODIA

Through adopting and implementing the Royal Government's Triangle
Strategy and Rectangular Strategy in the past, Cambodia has integrated the trade
and economy into the region and the world in order to create opportunities of the
greater economic dimensions and benefit Cambodia’s economy; in particular,
becoming the 148" member of the World Trade Organization (WTO) on October 13,
2004 through Cambodia's intensive and active negotiations with the members since
the 1990s under the strategic guidance and recommendation by Samdech Akka
Moha Sena Padei Techo HUN SEN, former Prime Minister of the Kingdom of
Cambodia, is a historic and strategic step with a long-term vision.

Following its accession to the WTO, the Royal Government of Cambodia
(RGC) has been implementing its obligations to reform the policies and laws that
Cambodia committed in its Protocol of Accession to the WTO to bring the
Cambodian trade regime in line with the WTO rules. The RGC has enacted and
amended a number of laws related to trade, including Law on Rules of Origin; Law
on Intellectual Property; Law on Marks, Trade Names and Acts of Unfair
Competition; Law on Geographical Indication Mark; Law on Commercial
Enterprises; Law on Commercial Rules and Business Registration; Law on Food
Safety; Law on Competition; Law on Consumer Protection; Law on Electronic
Commerce; Law on Trade Remedies; Law on Investment; Law on Secured
Transactions, as well as other many regulations which are the commitment of
Cambodia as the member of the WTO. The government also set out many policies
and strategies to further promote economic development and respond to global
trends, which includes Cambodia Industrial Development Policy, Digital Economy
and Society Policy Framework, Cambodia Trade Integration Strategy, E-Commerce
Strategy, Strategic Plan to Maximize Benefits from the Implementation of FTAs, and
specific national policy by sectors such as cashew nuts, cassava and silk.

In addition to fulfilling the obligations, as an LDC member of the WTO,
Cambodia also enjoys many benefits, such as wider market access with trade
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preferential system and duty-free quota-free (DFQF) treatment, Special and
Differential Treatment (SDT), and other preferential measures under the WTO
framework, which are an important basis for Cambodia's full integration into the
multilateral trading system. All these factors have helped Cambodia achieve many
significant achievements related to the trade and economy, such as high economic
growth, increase in trade and investment volumes, product and market
diversification and diversified production bases; significantly contributed to job
creation and increased household income as well as reduced the poverty in the last
20 years.

2024 marks the 20th anniversary of Cambodia's accession to the WTO. To
celebrate this great event, as well as to reflect Cambodia's roles and achievements
over the past two decades, the Ministry of Commerce has prepared a brief report on
“Cambodia's 20 Years as a WTO Member". The report clearly highlights Cambodia's
role and activities as a WTO member, the benefits of trade preferential system,
bilateral and regional trade agreements, economic growth strategies, domestic
reform, opportunities and challenges, and policy options.

Finally, I would like to thank the Ministry of Commerce for leading the
production of this valuable document, and | strongly believe that this report will be
an important document for public awareness; the inputs into ways forward of
Cambodia's economic and trade integration in the WTO; and a reference for
students and researchers. In particular, this document reflects the historic and
strategic steps of the integration into the global economy in the history of Cambodia,
resulted from the right decision and long-term vision of Samdech Akka Moha Sena
Padei Techo HUN SEN, former Prime Minister of the Kingdom of Cambodia.
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CAMBODIA'S 20-YEAR JOURNEY
AS A WTO MEMBER

1. INTRODUCTION

1. The Royal Government of Cambodia (RGC) adopted a National Programme
to Rehabilitate and Develop Cambodia based on market economy principles in
1994. The reintegration of Cambodia into the regional and global economy featured
among the many necessary elements of the programme. Cambodia submitted a
request to be a founding member of the WTO in October 1994, and the WTO Working
Group was formed. However, the process of reviewing and approving Cambodia's
proposal was delayed because the WTO was officially established on January 1,
1995, and Cambodia needed to go through negotiation process to become a
member in accordance with Article Xll of the Marrakesh Agreement Establishing the
WTO, which required Cambodia to prepare a memorandum of understanding on the
foreign trade regime and the government's negotiating team.

2. Between 1996 and 1999, the RGC created a team to prepare the relevant
documents and officially submitted the Memorandum on the Foreign Trade Regime
of Cambodia to the WTO in May 1999. The Working Party held five formal meetings
under the Chairmanship of Mr. Andrea Meloni (Italy) to work out the accession terms
between May 2001 and 22 July 2003. In all, 24 Member delegations (counting the
European Communities and its member states as one delegation) joined the
Working Party.

3. WTO Members approved Cambodia’s accession package (as well as
Nepal’s package) at the Fifth WTO Ministerial Conference in Cancun, Mexico on 11
September 2003. Cambodia and Nepal became the first least-developed countries
(LDCs) to join the WTO through full working party negotiations. Cambodia formally
notified the WTO Secretariat that it had accepted its accession terms on 13
September 2004, and consequently became the WTO’s 148th Member 30 days
later, i.e. on 13 October 2004.

4. In the later stages, Cambodia’s negotiations were given impetus by the
Decision of the WTO General Council of 10 December 2002 (document WT/L/508)
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to facilitate and accelerate the accessions of LDCs through simplified and
streamlined procedures. Under this Decision, WTO Members were to exercise
restraint in seeking concessions and commitments on trade in goods and services,
keeping in mind the terms of existing WTO LDC Members. Accession to the WTO’s
Plurilateral Agreements (Government procurement and trade in civil aircraft) or
participation in optional sectoral market access initiatives would not be a
precondition for WTO Membership. Nevertheless, acceding LDCs were to offer
reasonable market access for goods and services commensurate with their
individual development, financial and trade needs. Special and differential
treatmentrules, as laid down in WTO agreements and other legal instruments, were
applicable to all LDCs. Transitional periods and arrangements were to be granted,
taking into account individual development, financial and trade needs, to be
accompanied by specific action plans to reach WTO compliance. As necessary,
implementation would be supported by technical assistance and capacity building
measures from WTO Members.

5. Cambodia’s accession Working Party report (document
WT/ACC/KHM/21), which includes its Protocol of Accession, sets out the terms and
conditions for ensuring, or reaching, compliance with WTO rules. Market access
granted by Cambodia to other WTO Members is spelled out in documents
WT/ACC/KHM/21/Add.1 (goods) and WT/ACC/KHM/21/Add.2 (services).

6. The accession process went hand-in-hand with domestic reforms, and the
accession package provided blueprints for additional work as Cambodia joined the
WTO. Through its decision to anchor trade policies in the multilateral trading system
(MTS) embodied in the WTO, the Royal Government provided a predictable
environment for investors, traders, and other stakeholders. WTO Membership also
offers a platform and reference point for further, selective economic integration.
Cambodia’s impressive record of economic growth over the last two decades, aided
by outward-looking trade policies, has visibly improved the standards of living of its
population, and helped to lift a large segment of it out of poverty.
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TESTIMONIAL

“One of the most memorable things about Cambodia's
accession to the WTO was indeed a timely completion of the accession
negotiations prior to the expiry of the Agreement on Textiles and
Clothing and all restrictions thereunder on January 1, 2005. The
conclusion of the accession negotiations before 2005 has significantly
boosted Cambodia's exports to the members' markets without quotas.
In addition, the subsequent structural reforms in the economy and
trade, as committed during the accession process, have played a
crucial role in steering the Cambodia's economy toward sustainable,
inclusive, and resilient growth, marking a great milestone in the
modern history of the country.”

H.E. Kitti Settha Bundit CHAM Prasidh,
Former Minister of Commerce and
Chief Negotiator of Cambodia’s Accession to the WTO

“Both as European Trade Commissioner and, later, as WTO
DG, | have kept a vivid memory of the journey of Cambodia to its
accession to the WTO, and of my own involvement in this endeavor. A
memory of cooperation, determination, consistency, hard work, and
skillful sequencing of the necessary economic reforms. After 20 years,
| think that Cambodia is a living proof of how trade opening can work
for the welfare of the people.”

Mr. Pascal Lamy,
Former Director General of World Trade Organization (2005-2013)
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2. CAMBODIA IN THE WTO

7. Cambodia has been participating actively in the work of the WTO since
accedingin 2004 pursuant to Article Xll of the WTO Agreement. Cambodia takes part
in the work of all main WTO’s committees and subcommittees, as well as of its
higher bodies, such as its three Councils, and its Ministerial Conferences. It also
partakes actively in negotiations, including on new issues such as fisheries, WTO
and dispute settlement reforms, LDC graduation, trade and environment, and on
some of the new Joint Initiatives: Cambodia participates in the joint initiative on
Investment Facilitation for Development, and in the environmental initiative on
Plastics pollution and environmentally sustainable plastics trade. Cambodia is a
member of several of the negotiations groups, including the following: Asian
developing members, ASEAN, G-90, and Least-developed countries (LDCs).
Cambodia accords at least MFN treatment to trading partners, including non-WTO
Members, and has shared its experience and national good practices with
Members, through its interventions in Committees and Subcommittees, and
working groups.

8. Cambodia places serious interest in and fully understands the benefits of
the multilateral trading system (MTS). As such, it established a permanent Mission
tothe WTO and other international organizations in 2017, the first LDC to do so. Also
in 2017, Cambodia assumed the role of coordinator of the LDC group and as such it
has been the focal point supporting the LDC group in various topics/issues,
including Duty-Free Quota Free (DFQF) market access and WTO reform. In sum,
Cambodia has actively pursued the interest of the LDC group in the WTO. In the
Eleventh WTO Ministerial Conference in Buenos Aires, in December 2017,
Cambodia on behalf of the LDC Group issued a communication emphasizing that
special and differential treatment for developing countries, particularly LDCs, was
central for the credibility and efficiency of the MTS. Cambodia stressed the special
needs of post-acceded LDCs to address the impact of the accession process, and
called for the elimination of all forms of trade distorting domestic support in
agriculture. Cambodia noted that the principle of special and differential treatment
should be an integral part of all future negotiations including on fisheries subsidies,
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which LDCs supported, and called upon Members to fully implement the decisions
in favour of LDCs, adopted in previous Ministerial Conferences.’

9. Cambodia accepted the 2005 Protocol Amending the TRIPS Agreement on
1 November 2011, and the 2014 Protocol concerning the Trade Facilitation
Agreement on 12 February 2016. Cambodia accepted the WTO TBT code of good
practice in 2017. On 6 May 2024, Cambodia deposited its document of acceptance
of the Fisheries Agreement and continues to engage actively in the negotiations on
phase 2 on this agreement.?

10. During its accession negotiations, Cambodia accepted obligations under
the WTO agreements, to be applied or phased in in a manner described in the report
of the working party that negotiated the deal, and in accordance with its schedules
of commitments. Specific policy areas that needed to be covered by WTO rules were
identified. Progress in several of these areas had taken place before the accession
process was completed.® In more than half of these areas, laws and regulations
were already in compliance with WTO rules or could be made compliant by
government decision before accession.*

7 WTO document WT/MIN(17)/40, 11 December 2017.

WTO information. Viewed at: https://www.wto.org/english/news_e/news24_e/fish_06may24_e.htm.

See : Siphana, Sok (2005), Lessons from Cambodia’s Entry into the World Trade Organization. Asian Development Bank

Institute, ADBI Policy Papers No. 7, 11/05, and WTO, Cambodia Accession Factsheet. Viewed at:

https://www.wto.org/english/thewto_e/acc_e/factsheet_cambodge_e.htm.

4 Working Party report (WTO document WT/ACC/KHM/21), adopted on 22 July 2003. The topics in question are: price
controls and pricing policies; other duties and charges on imports; tariff exemptions; customs fees; domestic taxation;
non-tariff barriers (quotas, import licensing, etc.); preshipment inspection; export restrictions; industrial subsidies, trade-
related investment measures (TRIMS); state trading; free zones and special economic zones; transit trade; agricultural
export subsidies; trade in textiles; publication of information on trade; and free trade agreements. The working party
members were: Australia, Canada, China, the EU, India, Japan, Rep. Korea, Malaysia, New Zealand, Panama, Singapore,
Chinese Taipei, Thailand, United States, Venezuela.
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TESTIMONIAL

“Cambodia became the Coordinator of the LDC Group while in
the process of establishing a permanent mission to the WTO in early
2017. Despite Cambodia’s limited experience and resources,
Cambodia made every effort to play this role in creating opportunities
and gaining Cambodia's prestige in the multilateral trading system to
reap the benefits for the 48 LDCs including Cambodia; and through the
close cooperation with the WTO Secretariat, relevant international
organizations and experts, Cambodia led and pushed for adopting the
LDC Ministerial Declaration at the 11th Ministerial Conference in late
2017 in Buenos Aires, Argentina, which urged the WTO members to
fully implement the decisions and commitments regarding the
flexibilities and benefits to be granted to LDCs, including duty-free and
quota-free market access and Special and Differential Treatment.”

H.E. Mr. PICH Rithi,
Secretary of State of MOC
and former Ambassador & Permanent Representative of
the Permanent Mission of the Kingdom of Cambodia to the WTO
and other los (Economy & Trade) in Geneva, Switzerland (2017-2018)

11. Upon accession to the WTO, regarding tariff bindings, Cambodia
negotiated average final tariff bound rates of 28.1% for agricultural and 17.7% for
non-agricultural products, and a general bound tariff rate of 19.9%. Cambodia
bound other customs duties and charges at zero. Cambodia noted that it did not
apply any tariff rate quotas and committed to apply any tariff exemptions in
conformity with WTO provisions and to apply domestic taxes in a non-discriminatory
manner to imports regardless of their country of origin. It also pledged to eliminate
any quantitative import restrictions, including prohibitions, quotas and licensing
systems, no later than 1 June 2005. Cambodia did not provide agricultural export
subsidies and bound these at zero in its schedule. Cambodia undertook specific
commitments under the GATS in 94 services sub-sectors.
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12. In the next few years following accession, Cambodia was busy
implementing its pending WTO commitments. In this regard, in order to meet WTO
requirements with respect to customs legislation, Cambodia enacted a new
Customs Law in July 2007, which was followed by some 25 supporting regulations,
to allow for the law to be implemented effectively. The implementing regulations
contained provisions on several areas, including customs valuation, customs
declaration procedures, customs tariffs, tariff classification of goods, refund of
customs duties, temporary admission, customs brokers, transit,among others. This
allowed for the implementation of the Agreement on Customs Valuation before the
agreed date. Other areas of domestic reform where changes were implemented
following accession are described below.

13. Apart from an active participation in the WTO, Cambodia has promptly
abided by its commitments and obligations in the organization. Reflecting this,
Cambodia submitted 137 notifications to the different WTO bodies since its
accession in 2004 and up to end-June 2024. Of these, 23 were on technical barriers
to trade, 18 were on agriculture, 18 on antidumping, 11 on countervailing measures,
23 on import licensing, among others. Members/observers have not filed any
specific trade concerns (STCs) regarding Cambodia’s use of technical barriers to
trade or sanitary and phytosanitary measures to the TBT and SPS Committees. On
the other hand, Cambodia has not submitted any STC with respect to a WTO
Member since its accession to the WTO.

14. As of July 2024, Cambodia has not been involved in any dispute in the WTO,
neither as plaintiff nor as defendant; it has not taken part in any dispute as a third
party. Cambodia has undertaken two Trade Policy Reviews since its accession to
the WTO, in 2011 and in 2017. Its third TPR is scheduled for 26 and 28 March 2025.

15. In the 20 years since it joined the WTO, Cambodia has presented several
proposals to the different WTO bodies, individually, or together with other WTO
Members. In recent years, Cambodia has submitted communications on
Cambodia’s experience on E-commerce readiness and its challenges; the impact of
GSP graduation on LDCs and cumulation: the case of Cambodia; and on the
importance of differentiating utilization rates of preferential trade arrangements.
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16. In the 13" WTO Ministerial Conference in Abu Dhabi, which took place in
February 2024, Cambodia reiterated the importance it places on the rule-based
MTS, and on having a stronger, relevant, effective, and fit-for-purpose WTO.
Cambodia restated the need to place development as the core purpose of the WTO
and the standing guiding principle of all negotiations, and to bring the LDC agenda
to the forefront of all deliberations. Cambodia expressed satisfaction with the WTO
General Council decision on extension of unilateral DFQF preferences in favour of
countries graduated from the LDC category adopted on 23 October 2023, and
stressed that it was necessary to continue the discussions on decisions in favour of
LDCs in this area and on services waivers and rules of origin. Cambodia highlighted
the importance of promoting LDCs' trade, allowing these countries to fully leverage
the MTS and to utilize trade to foster economic growth and inclusive and sustainable
development. It noted that the LDC Group placed critical importance on the WTO
reform process, which should deal with the dispute settlement system, address key
agricultural issues, resolve TRIPS-related issues, integrate environmental
considerations, foster new development initiatives, and accelerate digital trade for
a more inclusive future. Cambodia considered these steps crucial in ensuring a fair,
balanced, and inclusive trading system that not only promotes economic growth but
also safeguards the environment, public health, and SMEs.®

° WTO document WT/MIN(24)/ST/49
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TESTIMONIAL

“While currently undergoing a challenging time requiring the
reconsideration about its functions and relevance to the current
economic context and challenges, the WTO needs to implement
several reforms, particularly in its negotiation function, to create a
negotiation mechanism that allows for the participation of all
members and produces outcomes. In addition, the WTO needs to
operationalize a fully and well-functioning dispute settlement system
that is accessible to all members as this has been a key pillar of the
organization. In the meantime, the WTO must ensure that the
outcomes of negotiations benefit all members, particularly LDCs.
Looking ahead, the WTO should address the needs of its members in
response to the global issues by strengthening the spirit of
multilateralism, ensuring amendments, and creating multilateral
policies that defend and benefit gender, environment, e-commerce,
and investment."

H.E. Bundit Sapheacha Prof. SOK Siphana,
Senior Minister in Charge of Special Missions

“UNIDO has proudly partnered with Cambodia for many years
through our Programme for Country Partnership. Together, we have
developed a comprehensive trade integration strategy and supported
Cambodia in enhancing local value addition and quality infrastructure
to improve access to global markets. We remain committed to
advancing Cambodia’s sustainable economic diversification and
supporting the key priorities of the Government’s socioeconomic
agenda.”

H.E. Mr. Gerd Miiller,
Director General,
United Nations of Industrial Development Organization (UNIDO)
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TESTIMONIAL

“Underlaid in a broad spectrum of WTO Agreements, rules,
and regulations are all fundamental principles for the multilateral
trading system, such as most-favoured-nation principle, non-
discriminatory treatment by and among members, and the
commitment to transparency in the conduct of member’s trading
activities. As a least developed member, Cambodiais notyet fully able
to comply with them yet, but it is given flexibilities, trade preferences
and special & differential treatment specified in some agreements.
These flexibilities include, among others, the restraint by WTO
Members from raising matters under the Dispute Settlement
Understanding against any LDC Member and the extension of
notification requirement of LDC Member’s implementation of
Categories under the Trade Facilitation Agreement. The most
challenging parts for Cambodia to implement are structural reform
and amendment of existing laws and regulations to comply with the
WTO rules and its commitments. Despite the mentioned values the
WTO has offered and Cambodia is not required to reduce import duty
during and after its accession, the Government has viewed that
bilateral free trade agreements with ‘potential trade partners’ are
another sustained and permanent catalyst to pursue its long-term
trade advancement. This vision is inspired by the potential erosion of
certain flexibilities and preferences under WTO post-LDC graduation,
the spill-over effects of other bilateral free trade agreements by
another members, regional integration beyond WTO’s scope, and a
prioritization of certain competitive products of Cambodia destined for
certain potential markets.”

H.E. Mr. SOK Sopheak,
Secretary of State, Ministry of Commerce, Cambodia
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3. REGIONAL AND BILATERAL TRADE AGREEMENTS,
TRADE PREFERENCES

17. The market opening embedded in Cambodia’s WTO membership has been
assisted and reinforced by regional trade liberalization efforts. Cambodia has been
a member of the Association of Southeast Asian Nations (ASEAN) since 30 April
1999, and ASEAN has been an integral part of Cambodia's foreign policy since then.
Through ASEAN, Cambodia has taken part in the liberalization of regional trade,
harmonization of trade-related policies and measures, and the pursuit of further
trade liberalization with ASEAN Dialogue Partners.

18. Building on earlier harmonization policies, the ASEAN Economic
Community (AEC), founded on 31 December 2015, is centered on a single market
and production base, equitable economic development, and on a region that is
highly competitive and fully integrated into the global economy. At present,
economic integration is guided by the AEC Blueprint 2025. The Master Plan on
ASEAN Connectivity 2025 identifies five strategic areas, and the ASEAN Agreement
on Electronic Commerce (2021) facilitates e-commerce between ASEAN members.
The ASEAN Framework Agreement on Services, which liberalized intra-ASEAN trade
in services through 10 successive packages of commitments, was replaced by the
ASEAN Trade in Services Agreement (ATISA) as it entered into force on 5 April 2021.

19. Cambodia has gone beyond its WTO commitments vis-a-vis other ASEAN
members in services sectors such as the leasing of construction machinery,
translation and interpretation services, paging services, and dental services.
Additional GATS plus commitments were included in the eighth (2010) and ninth
(2014) packages for business services, computer and related services,
rental/leasing services without operators, and other business services. Cambodia
reduced its tariffs on goods originating in its ASEAN partners in successive steps,
reaching full liberalization in 2018.

20. Cambodia is part of the ASEAN Comprehensive Investment Agreement,
which foresees progressive elimination of investment restrictions in ASEAN
members affecting manufacturing, agriculture, fisheries, forestry, and mining, and
services incidental to these sectors. Cambodia has signed bilateral investment
promotion and protection agreements with 27 countries (although some of them are
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not yet in force). In general, the agreements provide for reciprocal national
treatment and preclude expropriations except when undertaken in a non-
discriminatory manner for a lawful or public purpose against prompt, adequate, and
effective compensation. The repatriation of investments is guaranteed, and
investment disputes are referred to arbitration.

21. ASEAN members have found it convenient to use a common platform in
negotiations with key trading partners, and have concluded ASEAN free trade
agreements with China, India, Japan, the Republic of Korea, Australia, New Zealand
and Hong Kong, China. ASEAN and its FTA partners launched negotiations to
establish a Regional Comprehensive Economic Partnership (RCEP) in 2012. The
RCEP Agreement entered into force for Cambodia and the majority of its partners on
1 January 2022.

22. The RCEP Agreement broadens and deepens the engagement between
ASEAN members and ASEAN FTA partners (minus India) and includes new areas
such as government procurement. Among the 20 chapters overall, RCEP provisions
related to trade in goods concern tariff elimination and tariff reduction, duty-free
temporary admission, general elimination of quantitative restrictions, and
enhanced transparency (import licensing, non-tariff measures, fees and
formalities). The services chapter goes beyond existing FTAs in its scope regarding
domestic regulations, and the general removal of restrictive and discriminatory
measures is accompanied by negative lists for the scheduling of services
commitments. Further liberalization of financial services, telecommunication
services, and professional services is dealt with in specific annexes. The RCEP
Agreement also covers temporary entry and stay of natural persons engaged in trade
in goods, services, or investment activity. The investment chapter is founded on four
pillars - protection, liberalization, promotion, and facilitation. Intellectual property
provisions, notably regarding technological protection measures and enforcement
in a digital environment, go beyond the WTO TRIPS Agreement. Electronic
commerce provisions address issues such as the protection of consumer rights,
protection of user information, the location of computing facilities and cross-border
transfer of information. Other areas covered under the RCEP Agreement include
customs procedures, trade facilitation, rules of origin, TBT and SPS, trade remedies,
competition policy, and SMEs.
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23. The ASEAN framework for trade negotiations with third parties does not
constrain Cambodia's ability to pursue its national interests further, and its strategy
for regional integration through ASEAN and RCEP is advanced and complemented
by bilateral agreements and arrangements. While the bilateral approach improves
market opportunities for major products currently exported by Cambodia, it also
lays the ground for diversification of the existing base, particularly in the agricultural
sector.

24, The Cambodia-China-Free Trade Agreement (CCFTA), signed on 12
October 2020, has been effective since 1 January 2022. The CCFTA comprises 16
chapters, covering key areas such as: transparency in customs procedures and
trade policies, and aligning Cambodia's trade facilitation measures with
international best practice; cooperation to enhance Cambodia's sanitary and
phytosanitary standards; technical cooperation and capacity building, notably in
agriculture; making use of China's Belt and Road Initiative for policy coordination
and connectivity; and conducting joint studies, information sharing, and the
development of harmonized legal frameworks to facilitate electronic commerce.
Regarding tariffs, Cambodia will eliminate or reduce tariffs on 90% of all goods of
Chinese origin, while the corresponding figure for China is 97.53% (an improvement
from 94.37% under the ASEAN-China FTA). Goods that benefit from zero tariffs
immediately include a range of agricultural goods of exportinterest to Cambodia as
well as textiles, footwear, electronic parts, electronic motors and engines, bicycles,
and cables. The CCFTA also covers investment promotion, and for trade in services
the two parties have agreed to provide the highest level of access available to its
other FTA partners.

25. The Cambodia-Korea Free Trade Agreement (CKFTA), signed on 26
October 2021, entered into force on 1 December 2022. The CKFTA comprises 10
chapters affirming the adherence to basic WTO rules and requirements governing
trade in goods and services, with supplementary provisions for bilateral
cooperation, oversight, and arbitration of disputes. The Republic of Korea is
committed to eliminate tariffs on 95.6% of its tariff lines for goods from Cambodia.
Most tariffs were eliminated immediately. The CKFTA is expected to boost
Cambodia's exports of textiles and garments, footwear, bags and accessories,
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electronic devices, rubbers, aquaculture products and a range of agricultural items
(meat, maize, potatoes, coffee, fruit, peppers, cashew nuts, longan, tobacco, etc.).

26. The Cambodia-UAE Comprehensive Economic Partnership Agreement
(CEPA) was signed on 8 June 2023 and entered into force on 31 January 2024. Key
areas covered in the 18 chapters of the CEPA with the United Arab Emirates are tariff
elimination (97.7% of all tariff lines), simplified and expedited customs procedures,
TBT and SPS measures, provisions supporting SMEs, enhanced market access for
services providers, electronic commerce, intellectual property, and the promotion
of bilateral investments in areas such as logistics, infrastructure, travel and
renewable energy. Cambodia expects the CEPA to provide additional opportunities
to export meat, grains, fruit, processed food, apparel, footwear, and leather goods.

27. Cambodia is a beneficiary under the unilateral Generalized System of
Preferences (GSP) schemes of Australia, Canada, the EU, Iceland, Japan,
Kazakhstan, New Zealand, Norway, the Russian Federation, Switzerland, Turkiye,
and the United States. In the United Kingdom, a Development Countries Trading
Scheme (DCTS) is replacing the GSP scheme to support sustainable economic
growth in developing countries, including Cambodia. Additional preferences
(reduced or zero tariffs) are accorded to Cambodian exports by China, Chinese
Taipei, the Kyrgyz Republic, Tajikistan, the Republic of Korea, and Chile.

28. Duty-free and quota-free access to the EU market has been granted to
LDCs, including Cambodia, under the Everything-But-Arms Initiative since 2001.
Over the years, Cambodia has become the second most important beneficiary
under the EBA. As most Cambodian exports (84%) are eligible for duty suspensions
under the EBA scheme, and the preference utilization rate has been high (about
91%), some three quarters of Cambodian exports are accessing the EU market free
of import duty.

29. A Trade and Investment Framework Agreement (TIFA) was signed with the
United States in 2006. The TIFA promotes mutual trade and investment and provides
a bilateral forum to address issues related to customs, trade facilitation, and
intellectual property rights. The two countries continue contacts under this
framework. Cambodia became a beneficiary under the US GSP scheme in 1997 and
enjoyed tariff preferences until the programme expired on 31 December 2020.
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Renewal of the GSP scheme has been pending in the U.S. Congress since then. In
2020, U.S. GSP imports from Cambodia totalled USD 2.03 billion (against USD 6.61
billion of US imports overall), making Cambodia the fourth largest GSP beneficiary.

30. Cambodia signed its first agreements for the avoidance of double taxation,
with Singapore and China, in 2016. Since then, double taxation agreements have
come into force with other ASEAN members (Brunei Darussalam, Indonesia,
Thailand, Viet Nam, and Malaysia) as well as with the Republic of Korea and Hong
Kong, China. Ratification of agreements with Macau SAR and Turkiye are in progress,
and Cambodia is considering negotiating agreements with the Philippines, Lao PDR,
Myanmar, France, Japan, Morocco, and the United Arab Emirates.
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TESTIMONIAL

“UNCTAD was the first agency on the ground in 2003 to implement
a five-year technical assistance program to support the implementation of
Cambodia's WTO commitments, which | had the pleasure of leading
immediately after accession. Over the last 20 years, Cambodia has
successfully mobilized Aid for Trade resources, notably through the Trade
SWAp. To build on this, Cambodia can capitalize on its WTO experience by
training the next generation of negotiators and policymakers, equipping
them to handle the negotiations of today and tomorrow, including through
the integration of Al. Ultimately, businesses are the ones who trade and
stand to gain the most, so it is crucial to continue engaging the private
sector in designing programs and preparing future trade agreements in an
inclusive and sustainable manner.”

H.E. Mr. Sven Callebaut,
Advisor to the Ministry of Commerce

“Cambodia has always been a thought leader and a star performer when it
comes to utilizing the institutional support of the Enhanced Integrated
Framework (EIF), as demonstrated by its ability to mainstream trade into its
national development plans and to implement the Trade Sector Wide
Approach.

Evidence suggests that Cambodia has also effectively utilized the EIF
productive capacity-building support to strengthen its rice, silk, marine
fishery, cassava and tourism sectors, with the rice sector clearly standing
out, as rice exports grew from USD 140 million in 2015 to USD 414 million
in 2022, making Cambodia one of the top 10 rice exporters in the world.

Finally, its leadership on digital trade has not been limited to creating an e-
commerce platform and linking customs and postal clearance systems to
facilitate trade in parcels; it has also provided capacity-building support to
small businesses to utilize the opportunities this offers, and to which the
EIF is proud to have contributed.”

Mr. Ratnakar Adhikari,
Executive Director, Enhanced Integration Framework (EIF)
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4. CAMBODIA’'S GROWTH STRATEGIES

31. Progress has been guided and reinforced through successive five-year
Socio-Economic Development Plans since 1998. The first two five-year plans were
implemented under the Triangular Strategy (1998-2003) with its emphasis on: (i)
peace, stability, security and public order; (ii) integration into the regional and
international communities; and (iii) socio-economic development and poverty
reduction. Membership in ASEAN (1999) and the WTO (2004), and the establishment
of trade preferences in the U.S. and EU markets, were key outcomes of the
Triangular Strategy.

32. The four strategic objectives of the Rectangular Strategy (2004-2023) were
growth, employment, equity, and efficiency. Implemented in four distinct phases,
road, water, electricity, and people were the priority areas setting the agenda for
development. Whereas infrastructure, in particular the construction and
improvement of roads, was the main focus in the first two phases, people, i.e.
developing human resources, became the top priority in the subsequent stages. In
phase IV, human resource development (Rectangle 1) focused on enhancing the
quality of education, science and technology; vocational training; improved
healthcare and nutrition; and strengthened gender equality and social protection.
Key drivers of economic diversification (Rectangle 2) were improved logistics and
connectivity (transport, energy, and digital platforms), developing key and new
sources of economic growth, readiness for digital economy and industrial revolution
4.0, and promotion of financial and banking services. Private sector development
and employment (Rectangle 3) involved the promotion of the job market, SMEs and
entrepreneurship, public-private partnership, and enhanced competitiveness.
Rectangle 4 - inclusive and sustainable development - had as its components (i)
promotion of agricultural and rural development, (ii) strengthened sustainable
management of natural and cultural resources, (iii) strengthened management of
urbanization, and (iv) ensuring environmental sustainability and readiness for
climate change.

33. The Pentagonal Strategy is a long-term project to be implemented in five
phases over 25 years with governance and modernization of state institutions at the
core. The principal policy thrust of Phase 1 (2024-2028) is human capital
development. Additional elements are: economic diversification and competitive
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enhancement (Pentagon 2), development of the private sector and employment
(Pentagon 3), resilient, sustainable and inclusive development (Pentagon 4), and
development of the digital economy and society (Pentagon 5).

34. The Pentagonal Strategy has five strategic objectives and a fifth priority
area -technology - is added to the four previously identified priorities (people, roads,
water and electricity). The overall aim is to ensure crisis-resilient economic growth
of around 7% per year on average. More and better jobs, especially for young people,
should be created through quality education and vocational training adapted to the
needs of the market. Poverty is to be reduced further, to less than 10% of the
population, with less economic inequality, and accompanied by a system of social
protection, lower cost of living, and better public services. Afavourable environment
for business, investment, and trade is to be supported by public institutions with
enhanced capacity and governance at the national and sub-national level, and
stronger private sector governance. Cambodia also aims at sustainable socio-
economic development more resilient and responsive to climate change, the
promotion of gender equality, sustainable management of natural resources, and
enhanced low-carbon public investment and financial flows towards a new green
economy.

35. Consistent with the framework set by five-year socio-economic plans and
overall long-term strategies, Cambodia has formulated and implemented a number
of specific policies in dedicated areas. The Industrial Development Policy 2015-
2025 seeks to broaden Cambodia's industrial base and transform it from labour-
intensive to skills-intensive and knowledge based, regionally integrated with links to
global value chains. Measures include the development of Special Economic Zones
(SEZs) and industrial zones to attract investment; incentives for small and medium
sized businesses to formalize and modernize; revisiting the regulatory environment
to make it stronger and more conducive to industrial growth; and the coordination
of human skills development, science and technology, industry infrastructure and
related financing. The Policy also points to the role of industry in promoting other
sectors such as agriculture and services. The Law on Investment of 15 October 2021
offers tax concessions and special incentives to domestic and foreign investors
alike across abroad range of industries and services activities, including in emerging
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sectors such as green energy, infrastructure, health, electronics/machinery,
industrial parts, and agro-processing.

36. Through its Digital Economy and Society Policy Framework 2021-2035,
Cambodia promotes digital entrepreneurship and innovation to foster economic
sustainability. Over the last two decades, digital technologies have become an
integral part of socio-economic development, creating opportunities for innovative
business, enhancing efficiency and productivity, and improving the competitive
environment. The COVID-19 pandemic reinforced this trend. The Government sees
digitalization and digital transformation, i.e. the creation of integrated digital
governments, economies, and societies, as instrumental in advancing sectors that
underpin resilient socio-economic development. In this connection, the framework
is accompanied by the Cambodia Digital Government Policy 2022-2035 with its
vision of 'establishing digital government to improve the citizens' quality of life and
build their trust through better public service provision'. A Digital Government
Committee is entrusted with nationwide coordination and implementation of this
policy.

37. Cambodia has been a pioneer and active user of the Enhanced Integrated
Framework (EIF) partnership for LDCs. Cambodia's first Diagnostic Trade
Integration Study (DTIS), the cornerstone of the IF and EIF in multilateral integration
and mainstreaming of trade issues into national development plans, dates back to
November 2001 and paved the way for Cambodia's accession to the WTO. As for
other EIF beneficiaries, Cambodia's subsequent Aid-for-Trade projects have been
derived from its DTIS and related policies and action plans. Cambodia's original
DTIS was updated in 2007, identifying trade as the main engine of growth, and export
diversification in support of economic diversification (Cambodia Trade Integration
Strategy (CTIS) 2007). The subsequent update - the Cambodia Trade Integration
Strategy 2014-2018 (CTIS 2014) - identified as action areas: trade and market
diversification; trade facilitation; TBT and SPS measures; the investment
environment for export-led activities; and intellectual property rights. SWOT
analysis was applied on key export value chains (garments, footwear, light
manufacturing and assembly, processed food, fisheries products, milled rice,
cassava, rubber, tourism, and silk products) to identify challenges and
opportunities.
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38. The Royal Government has gradually assumed a stronger role in the
elaboration of the trade integration strategies, and the CTISU 2019, covering 2019 to
2023, was the first fully Government-led and Government-owned strategy update.
The Ministry of Commerce is currently formulating the Cambodia Trade Policy
Framework Towards 2030. This new approach moves away from the DTIS concept
as Cambodia prepares for LDC graduation and aligns fully with the Pentagonal
Strategy Phase 1 to ensure economic resilience and sustainable growth.

39. Move to end of next section: The Ministry of Foreign Affairs and
International Cooperation launched the Economic Diplomacy Strategy (EDS) on 13
January 2021 against the backdrop of challenges and uncertainties caused by the
COVID-19 pandemic, rivalry between the world's leading economic powers
exposing the fragility of the globally interconnected economic system, and
Cambodia's actual and potential loss of trade preferences for non-trade reasons.
The EDS is a proactive tool to further Cambodia's integration in the regional and
world economy, deepen bilateral and multilateral cooperation, expand Cambodia's
economic potential and take full advantage of new opportunities, while protecting
and promoting Cambodia's core national interests to secure prosperity and social
development.

40. The EDS links foreign policy and diplomacy with national economic
development asitaims at the promotion of international trade, at attracting FDI, and
promoting tourism, culture, and sports exchanges. Expertise in economic
diplomacy is to be mobilized and trained; focus areas in trade are export
diversification (products and markets), identifying new products and services, and
using FTAs to strengthen cooperation bilaterally and regionally. Increased
awareness of available investment opportunities and incentives, organizing
missions and visits for potential investors, and public-private partnerships are
elements of the strategy to enhance the flow of FDI. Results achieved during the first
three-years of the programme serve as input for the upcoming Economic Diplomacy
Strategy 2024-2028.
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TESTIMONIAL

"I would like to commend the government and the people of
Cambodia on their successful economic development led by trade
since becoming a Member of the WTO in October 2004. Since 2005,
Cambodia's GDP in nominal terms has increased nearly six-fold, while
GDP per capita has nearly quadrupled, from US$ 550 to US$ 2,460.
Trade was an important driver of this growth: over the same time
period, the value of Cambodia's trade in goods and services, expanded
by nearly 670%. Merchandise exports multiplied more than seven-fold,
while exports of commercial services almost quadrupled. Cambodia
is now expecting to graduate from LDC status in 2027. | appreciate
Cambodia’s constructive engagement in the WTO, particularly as a
leader of the LDC group, and encourage Cambodia to continue its
leadership in supporting the multilateral trading system during these
challenging times. | want to thank Minister Cham Nimul and
Ambassador Suon Prasith and his team for their dedication and hard
work to support the WTO and the multilateral trading system."

H.E. Dr. Ngozi Okonjo lweala,
Director General of the World Trade Organization

“Our sector has been able to access to many international
markets and provide international buyers with confident of our supply
as well as international standard commercial trade practices. The
sector growth has been tremendous from about 10 garment factories
in 1996 to now 1,200 manufacturers exporting about US$ 12 billion per
year employing about one million workers who would support about 4
million people.”

H.E. Oknha VAN Sou leng,
Advisor to Ministry of Commerce,and Honorary President of
Cambodia Federation of Employers and Business Associations
(CAMFEBA)
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5. ECONOMIC PERFORMANCE

41. Cambodia has shown strong economic growth since its accession to the
WTO. Real GDP growth peaked the year after accession, reaching 14.1% in 2005, as
accession gave a boost to confidence and led to an increase in private investment,
while the implementation of reforms boosted public investment. The years following
accession up to the global financial crisis were all witness to swift rates of real GDP
growth, exceeding 9% per year. In the aftermath of the global economic crisis,
growth slowed down some in 2009 and 2010, but as the path of reform continued,
Cambodia was still able to post real GDP growth rates of above 5%. Growth
accelerated thereafter, with annual growth rates of between 5.8% and 9.1% in the
2011-2019 period. The Cambodian economy was affected by the COVID-19
pandemic, that led to a decline of 3% in real GDP in 2020, but this decline was less
pronounced than in other economies and led to a swift recovery in 2021 and 2022,
when real GDP grew by 2.9% and 5.1%, respectively, according to data from the
National Institute of Statistics (chart 1). For 2023, Cambodia achieved real GDP
growth of 5% and is expected to accelerate to 6% in 2024.

Chart 1 GDP real growth 2003-2023
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Source: National Institute of Statistics, at: https://www.nis.gov.kh/index.php/en/national-statistical-
systems/official-statistics-of-cambodia/150-national-account-new
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42. The average real annual GDP growth rate for the 20-year period since WTO
accession, has been 7.1%. Real GDP has increased by 292% between 2004 and
2023; that means that in just 20 years the size of the economy has tripled in real
terms. In nominal terms, GDP has increased seven-fold during the period.®

TESTIMONIAL

“Cambodia’s membership in the WTO since 2004 has been
instrumental in expediting Cambodia’s economic development
process in an enduring and robust manner through its deeper
integration into the rule-based multilateral trading system as well as
many preferential treatments accorded to the LDC members. This
membership becomes a fortified basis for the country’s closer
economic and development cooperation with other trade partners and
institutions, especially through negotiating bilateral and multilateral
free trade agreements aimed at promoting economic diversification
and even more linking Cambodia with global supply and value chains.
Moreover, Cambodia is obliged to undertake in-depth reforms on
trade-related policies and regulations in compliance with the WTO’s
rules and regulations as well as its national policies and strategies
which contribute to establishing favorable and predictable investment
and business climate, all to attract FDIs and promote trade for its
sustainable, inclusive, and resilient economic growth so as to prepare
itself well for the LDC graduation by 2029 and realizing the vision of
becoming an upper-income and high income country by 2030 and
2050, respectively.”

H.E. Akka Bundit Sapheacha AUN Pornmoniroth,
Deputy Prime Minister, Minister of Economy and Finance

¢ National Institute of Statistics, at: https://www.nis.gov.kh/index.php/en/national-statistical-systems/official-statistics-of-
cambodia/150-national-account-new.
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43. One of the main forces driving growth has been a strong merchandise
export performance, which sharply accelerated following Cambodia’s accession to
the WTO. Merchandise exports expanded by an average growth rate of 12% in real
terms and increased almost nine-fold in nominal terms, from USD 2,798 million in
2004 to USD 23,470 million in 2023 (Chart 2). Given its fast insertion in the global
economy and the importance of it, Cambodia’s future growth depends to a large
extent on maintaining the trade and investment momentum. As the IMF staff has
noted in a recent paper, geo-economic fragmentation could lead to significant
economic costs for Cambodia given its high trade openness.”

44, Investment has been another important force behind the strong GDP
performance, and its growth rate also seems to have been accelerated by WTO
membership: the share of GDP of gross capital formation increased from 21.4% in
2004 to 34.3% in 2022.8 This was the result of an annual average real growth rate of
some 10% during the period. Thisresultis of the utmostimportance since it provides
the base for future growth. The impressive performance of investment went hand-
in-hand with a sharp increase in imports of goods and services, which expanded at
an annual average real rate of 11% during the 2004-2022 period. Household
consumption rose at an annual average 5.6% real rate in the period.

7 IMF (2024), Cambodia 2023 Article IV Consultation—Press Release; and Staff Report, Annex VIl. Geo-Economic
Fragmentation: Implications for Cambodia. IMF Country Report No. 24/36, January 2024. Viewed at:
https://www.imf.org/en/Publications/CR/Issues/2024/01/29/Cambodia-2023-Article-IV-Consultation-Press-Release-and-
Staff-Report-544276.

& Calculations based on data from National Institute of Statistics, at: https://www.nis.gov.kh/index.php/en/national-
statistical-systems/official-statistics-of-cambodia/150-national-account-new
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Chart 2 Merchandise export and import performance 2004-2023
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Source: National Institute of Statistics, at: https://www.nis.gov.kh/index.php/en/national-statistical-
systems/official-statistics-of-cambodia/150-national-account-new.

45, Since its accession to the WTO, Cambodia has become a more open
economy, as witnessed by the share of GDP represented by merchandise trade,
which reached 132% in 2022, compared with 100% at the moment of accession
(2004). Reflecting the fast growth of investment, and despite rapidly increasing
exports, Cambodia posts a traditional merchandise trade balance deficit: this
deficit reached some USD 2.8 billion in 2023, or some 8.6% of GDP, down from USD
8.8 billion in 2022. This reduction in the deficit was mainly caused by a sharp
decrease in imports, as the effect of the extraordinary surge in imports triggered by
the normalization of the economic environment in the aftermath of the pandemicin
2021 and 2022, waned. Exports increased by 1.7% in 2023 while imports decreased
by 17.7%, with imports of vehicles decreasing by 35.9%, petroleum products by
5.3%, and garment materials by 7%.

46. Exports of merchandise reached USD 23,564 million in 2023; thiswas 1.7%
higher than in 2022. The main export products were garments, which represented
one third of the total (USD 7,869 million), but which contracted by 12.9% with
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respectto the previousyear. They were followed by exports of electrical parts, which
represented 12.3% (USD 2,898 million), and which were the most dynamic export
component, increasing by 66.3% with respect to 2022. Other important exports
were: other textiles (USD 2,047 million), footwear (USD 1,365 million), rubber (USD
528 million), bicycles (USD 491 million) and rice (USD 468 million). Cambodia’s
main export markets were the United States, the United Kingdom, Germany, Japan,
Canada, China, Thailand, Spain, Belgium, France, the Netherlands, Vietnam, Italy,
and Hong Kong, China. Imports totaled USD 26,326 million. The main components
were garment materials (USD 4,707 million), petroleum products (USD 4,262
million), construction materials (USD 2,000 million), food and beverages (USD 1.456
million), and vehicles (USD 1,247 million).®

47. Cambodia’s current account of the balance of payments shows a
traditional deficit, a typical situation of a developing country investing considerably
and growing fast, which results in strong needs as regards imports of both goods
and services. These deficits have ranged between 6.3% and 9.2% of GDP over the
2014-2020 period. The pandemic caused a huge surge in imports of both goods and
services and led to current account deficits of almost 40% of GDP in 2021 and of
25% in 2022. A major change took place in 2023, when the current and capital
accounts recorded a surplus equivalent to 2.9% of GDP. The switch from deficit to
surplus for the current and capital accounts was due to the decrease in the
merchandise trade deficit, and an increase in the services account surplus mainly
due to higher travel service credits, combined with a lower primary income deficit
and high secondary income surplus (some USD 3.1 billion)."

48. Cambodia is an importer of capital, needed to achieve its development
goals. In this respect, the financial account balance shows a net inflow, which
peaked at USD 49.1 billionin 2021, and USD 26.5 billionin 2022, but declined to USD
2.7 billion in 2023. Inflows are composed mainly of FDI and other investments.
Investment flows are strong in the manufacturing sector, particularly in garments
and footwear, travel and packaging products, solar panel manufacturing, and

¢ National Bank of Cambodia (2024), Annual Report 2023 and Target for 2024. Viewed at:
https://www.nbc.gov.kh/download_files/publication/annual_rep_eng/NBC%20Annual%20Report%202023%20Eng.pdf

% National Bank of Cambodia (2024), Financial Satbility Review 2023. Viewed at:
https://www.nbc.gov.kh/download_files/publication/fsr_eng/FSR%202023%20ENG%20Publish.pdf
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construction. International reserves were some USD 20 billion in 2023; they are
equivalent to seven months of imports of goods and services.

TESTIMONIAL

"The WTO membership of Cambodia in the last 20 years has
played a very important role in attracting FDI to Cambodia through (1)
expediting the reform of Cambodia's trade regime; (2) establishing the
legal framework favorable to businesses and investments; (3) other
preferences granted to Cambodia as an LDC; and (4) integrating
Cambodia into the global market. Those investments have promoted
industrialization, increased the use of technology, enhanced the
construction of infrastructure, logistics and skill development in
Cambodia. To ensure the attractiveness to the investment
environment and more investmentin the prioritized sectors, Cambodia
has been doing the reforms and enhancing the investment
environment through promulgating the Law on Investment in 2021."

H.E. Mr. SOK Chenda Sophea,
Deputy Prime Minister,
Minister of Ministry of Foreign Affairs
and International Cooperation, Cambodia

49. As a rapidly growing developing country with large infrastructure needs,
Cambodia has posted fiscal deficits averaging 1.8% of GDP per year during the
2010-2019 period. However, in the last three years of this period, there were fiscal
surpluses, partly reflecting a strong economy and an increase in revenue collection.
The pandemic changed this situation and led to a deficit of some 4.9% of GDP in
2020 and of 7.2% in 2021. The deficits continued in 2022 and 2023 but have not led
to a strong increase in debt, since they have been financed by traditionally large
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domestic private net savings' and net external savings due to the surplus in the
balance of payments, particularly large net foreign investment inflows. Total public
debtrepresented some 35% of GDP in 2023, compared to an average of 30% for the
2010-2018 period.'> Cambodia’s increasing insertion into the global economy has
thus acted as a shield against the negative effects of a large external shock like the
COVID-19 pandemic.

50. The National Bank of Cambodia (NBC) implements a floating exchange
rate regime; it intervenes in the foreign exchange market to maintain the exchange
rate in accordance with its price stability objective. The NBC's official exchange rate
is set daily, and it is a benchmark for the private sector. The exchange rate has
remained stable in recent years partly due to the NBC’s intervention in the foreign
exchange market. The riel nominal exchange rate was KHR 4,111 per USD on
average in 2023, depreciating nominally by just 1.5% compared to 2019 and
appreciating in real terms; the exchange rate in mid-July 2024 was still about the
same as in 2023.

51. Inflation has been contained on average during the past 20 years. The NBC
implements a monetary policy aimed at maintaining price stability to facilitate
economic development, within the broader framework of Cambodia’s government
economic and financial policy. Although the NBC does not implement an inflation
targeting policy per se, it seeks to keep inflation at an annual average of less than
5%, which it considers appropriate for developing countries, through a prudent
conduct of monetary policy. Currently, the main monetary policy instruments used
to achieve price stability are the reserve requirement rate and intervention in the
foreign exchange market. Currently (2024), the bank reserve requirement rate for
foreign currency is 12.5%, while the requirement for domestic currency is 8%. The
National Bank of Cambodia pays interest on 4.5 percentage points of the reserve
requirement in foreign currency, but not on the remaining 8 percentage points nor
on reserve requirements in riel. The economy remains highly dollarized, which the

" With the exception of 2021 and 2022, when private net savings were negative due to the effect of the COVID 19 pandemic,
they have been relatively high as a percentage of GDP, with IMF estimates of some 18% of GDP in both 2020 and 2023.
See: IMF (2024), Cambodia 2023 Article IV Consultation—Press Release; and Staff Report, IMF Country Report No. 24/36,
January 2024. Viewed at: https://www.imf.org/en/Publications/CR/Issues/2024/01/29/Cambodia-2023-Article-IV-
Consultation-Press-Release-and-Staff-Report-544276

2 World Bank online information, Cambodia. Viewed at:
https://thedocs.worldbank.org/en/doc/b991970a7f5096ab093720e27d5f0b68-0500012021/related/data-khm.pdf
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NBC considers may hinder the effective conduct of monetary policy and its ability to
act as the lender of last resort. In this respect, the National Bank of Cambodia is in
the process of putting in place additional monetary policy instruments to enhance
monetary policy effectiveness such as issuing Negotiable Certificates of Deposit
(NCDs), developing interbank and monetary markets, and promoting the use of the
national currency the riel."®

52. Considering its characteristics of a highly dollarized economy, the opening
of the economy resulting from WTO Membership has also contributed to keep
inflation tamed, as imports have exerted a downward pressure on domestic prices
by enhancing competition and making best-price goods and services available.
Although as an importer of raw materials, Cambodia has been subject to the
fluctuations of their prices, in particular during the recovery following the pandemic,
the gains of productivity behind its fast growth rate have helped tamper this effect.
Hence, we have that the average annual inflation rate, measured as the variation of
the GDP deflator, was 4% over the 20 years since accession, below the maximum
level that the NBC considers adequate. Excluding the first five years following
accession, which were characterized by the emergence of the global financial crisis,
the annual average falls to 2.8%, with a peak of 6.7% in 2014 and a low of -0,7% in
2020 (Chart 3). Prices fell during the pandemic, and afterwards increased,
particularly in 2022, but by mid 2023 inflation was under 3%, and remained at below
that level in 2024.

3 National Bank of Cambodia, Monetary Policy, Overview. Viewed at:
https://www.nbc.gov.kh/english/monetary_policy/overview.php
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systems/official-statistics-of-cambodia/150-national-account-new

TESTIMONIAL

Prior to Cambodia's membership in the WTO, the trade and
investment were still limited. Since Cambodia has become a member
of the WTO, the private sector has benefited from increased
opportunities and an improved business climate. The private sector is
able to access broader markets and to easily procure raw material for
production. Major business sectors such as garments, agriculture, and
tourism have benefited enormously. At the same time, the FDI has seen
the increases in line with legal and regulatory reform as well as the
protection of intellectual property. These factors have been promoting
and attracting more FDIs into Cambodia.

Business and investment activities with countries in the region
and the world have been more active. Every year, the Cambodia
Chamber of Commerce (CCC) meets with lots of businesspeople who
are interested in the Cambodian market and jointly organizes a lot of
business events. This trend has been on the gradual increase which
helps to connect international businesspeople with the local ones. As
of 2024, the CCC has signed MOUs with more than 100 foreign
institutions. This reflects the trust and interest from foreign investors
on Cambodia.”

Neak Oknha KITH Meng,

President of the Cambodian Chamber of Commerce (CCC)
and the Chairman of the ASEAN Business Advisory Council
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TESTIMONIAL

“Since Cambodia’s accession to the WTO membership in 2004,
our membership has been serving as a catalyst to achieve our
conducive business environment, create jobs and business
opportunities, while also diversifying Cambodia's export markets
significantly, which all have been contributing to its remarkable
economic growth and development. This important membership has
also allowed Cambodia to enhance its human resources and
production capability as well as its physical infrastructure and legal
and institutional reform. The substantial reduction in the poverty rate
and a significant increase in its gross national income for the past 20
years and Cambodia's plan to graduate from the Least Developed
Country statusin 2029 can be viewed as a testament to this accession.
Without a doubt, our membership at the WTO is instrumental in
deepening Cambodia's integration into the global and regional
economies, while also paving a way forward to a prosperous future as
Cambodia continues to fulfill its aspiration of becoming a developed
country by 2050.”

H.E. Mr. SUON Prasith,
Ambassador & Permanent Representative of the Permanent Mission of the
Kingdom of Cambodia to the WTO and other |I0Os (Economy & Trade)
in Geneva, Switzerland

“The Kingdom of Cambodia has experienced remarkable
growth over the past two decades. Its GDP has more than tripled in the
last twenty years with a significant reduction in poverty levels.
Cambodia's active engagement in international trade has paved the
way for a better and sustainable future. UNCTAD stands alongside
Cambodia's continued progress towards these goals.”

H.E. Mrs. Rebeca Grynspan,
Secretary-General, United Nation Conference for Trade and
Development (UNCTAD)
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6. WTO MEMBERSHIP AND DOMESTIC REFORMS

53. Over the years, Cambodia has been implementing measures to help
reinforce its incorporation into the world economy and enhance its
competitiveness. In the area of trade policy, the Government has issued periodical
measures to improve Cambodia’s competitiveness and reduce trade costs.

54, Before its accession to the WTO and considering the reforms that would
be necessary to make domestic legislation compatible with the different WTO
agreements, Cambodia introduced in 2003 a five-year reform programme geared at
streamlining and updating customs procedures and facilitating trade. After
accession, several measures were put in place, including the introduction of a new
Customs Law in 2007, which was followed by the adoption of several regulations to
allow for the correct implementation of the law, as well as of several other customs
reforms. A second customs reform plan for the modernization and streamlining of
customs procedures was devised for the period 2009-2013. The plan included:
completing the implementation of the Automated System for Customs Data
(ASYCUDA) in all customs points, which was accomplished in 2011; introducing an
automated customs clearance system; developing and implementing the
Cambodia Single Window; introducing risk-management and post-clearance
audits; implementing the World Customs Organization (WCO) SAFE Framework of
Standards; acceding to the revised Kyoto Convention; and strengthening the
authorities’ enforcement capacity to combat illegal trade in arms and narcotics.

55. Another important achievement was the implementation of the
transaction value method and the WTO Customs Valuation Agreement (CVA). To
this end, a Transaction Value Management Unit was created. At the time of its
accession to the WTO, Cambodia was given five years to eliminate minimum
customs values. Cambodia implemented from 1 January 2009 the first three
methods of customs valuation listed in the CVA: transaction value, identical goods,
and similar goods. The fullimplementation of the CVA started on 1 January 2011 with
the termination of the use of price-list valuation methods for a group of sensitive and
high-risk goods, which included used vehicles and petroleum products. Since then,
a large percentage of customs clearance takes place using the transaction method.
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56. WTO Members have noted over the years the progress made by Cambodia
towards a full integration to the MTS. During its first Trade Policy Review (TPR) in
2011, Members noted that Cambodia had continued to work to fulfil its WTO
commitments, by passing several significant laws including on plant breeder rights,
on civil aviation (both in 2008), tourism, and on insolvency, and a sub-decree
establishing a national commercial arbitration body (in 2009). During its second TPR
in 2017, Cambodia was commended for its continued efforts to complete the
implementation of its WTO commitments. To this end, Cambodia had further
passed a number of laws, which included a Law on Public Procurement, adopted in
January 2012, and in subsequentyears, legislation on the management of pesticides
and fertilizers (2012), on geographical indications (2014), insurance (2014),
telecommunications (2015), and animal health (2016), among others. It was also
noted that Cambodia had acceded to several intellectual property rights
international conventions, including the Revised Kyoto Convention (2014), which
provides for further trade facilitation, the Madrid Protocol on the International
Registration of Marks (2015), the Patent Cooperation Treaty (2016), and the Hague
Agreement Concerning the International Registration of Industrial Designs (2017).
Members welcomed Cambodia's efforts in customs reform and in complying with
WTO requirements on TBTs, as agreed upon accession. Cambodia committed to
working closely with all Members to continue improving its business environment
and fulfil international obligations with the purpose of attracting more investors,
raising standards of living and reducing poverty.

57. In recent years, more laws and regulations have been drafted to improve
the environment for trade and investment. The Law on Compulsory Licensing for
Public Health to allow Cambodia to implement the amendments to the TRIPS
Agreement dealing with public health came into effect in 2018. A Law on e-
commerce was adopted in 2019 and entered into force in 2020. A Law on
Competition entered into force in October 2022 and applies to all persons
conducting business activities, or any actions supporting business activities which
significantly prevent, restrict or distort competition in a market in Cambodia
regardless of where the activities take place. The law contains a list of unlawful
activities which restrain, restrict or distort competition, which included horizontal
(price fixing and quantity limiting agreements, area and customer allocation, etc.)
and vertical agreements (tied or conditional sales), as well as unlawful activities on

-91-



CAMBODIA’S 20-YEAR JOURNEY AS A WTO MEMBER

the abuse of dominant market position. The law prohibits business combinations
which have or may have the effect of significantly preventing, restricting or distorting
competition in a market. The Law on Plant Protection and Quarantine was
promulgated in May 2022 and notified to the WTO in May 2024."* This law aims to
manage plant health, ensuring food security, and maintaining quality and safety of
agricultural products. It also seeks to facilitate trade and the transit of plants and
plant products, and to harmonize phytosanitary regulations to the international
standards adopted by the International Plant Protection Convention.

58. A particularly important recent development to promote investment and
growth is the new Investment Law of 2021, implemented in October of that year.
Sub-Decree 139 adopted in June 2023, allowed for a full implementation of the law,
in particular of the income tax and custom duty, as well as accelerated depreciation
incentives for new Qualified Investment Projects (QIPs) contained in it. QIPs are
projects which resultin anincrease in exports or support activities which may result
in higher exports; certain domestically oriented projects may be also considered
QIPs. Income tax exemptions can be granted to QIPs for up to nine years, with the
exemption period depending on the sector of activity and on whether the QIP
investment activity is considered high/medium or low technology. After the
exemption period is concluded, income is taxed at a reduced but gradually
increasing rate for six additional years. During the exemption period, export-
oriented QIPs are also exempted from customs duties and VAT on imports of inputs,
construction material and production equipment for use in a production line;
domestically-oriented QIPs are exempt from duties on construction materials and
production equipment. A QIP also benefits from zero-rate VAT on domestically
produced production inputs used for the implementation of the QIP. Prakas No. 313
MEF.Prk.GDT, of 10 May 2024 offers additional incentives for a QIP that expands its
investment activities in any form (EQIP). The tax incentive commences when the
EQIP produces its first EQIP income, and consists of a percentage exemption rate
from the corresponding income tax rate calculated as the ratio of the EQIP capital
invested divided by the total capital invested; that is, the incentive is granted only on
the new investement.

4 WTO document G/SPS/N/KHM/1, 14 May 2024
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59. In 2019, further measures to facilitate trade and increase competitiveness
were announced by Samdech Akka Moha Sena Padei Techo HUN SEN, former Prime
Minister. The measures included abolishing the (state-owned) Kampuchea Shipping
Agency and Brokers (Kamsab); removing the Cambodia Import- Export and Fraud
Repression Directorate General (Camcontrol)’s inspection role at export and import
inspection zones; stopping the issuance of Certificates of Origin (CO) for the
exportation of goods unless importing countries require one, and a reduction of
loading and services fees at both the Phnom Penh and Sihanouk Ville Autonomous
ports.'®

60. In July 2019, Cambodia started implementing its National Single Window
(CNSW) to allow traders to submit electronically documents for import and export
to obtain licenses, permis, certificates, and other documents. The CNSW is
connected to the customs clearance system ASYCUDA. The initial implementation
phase of the CNSW covered five inter-ministerial agencies: the General Department
of Customs and Excise (GDCE), the Ministry of Commerce (MOC), the Council
Development of Cambodia (CDC), the Ministry of Health (MOH), and the Ministry of
Industry and Handicrafts (MIH); these government agencies process and approve
applications in the same portal. The Government is looking forward to expanding
coverage to other regulatory government agencies. The CNSW is currently in Phase
3. With the scope of facilitating trade with ASEAN countries, Cambodia has also
joined the ASEAN Single Window (ASW), which enables a single submission of data,
processing of information and decision-making for customs release and clearance
among ASEAN Member States. Through the ASW, Cambodia has been exchanging
with ASEAN Member states electronic documents such as Certificates of Origin,
and an ASEAN Trade in Goods Agreement (ATIGA) Form D since July 2019, as well as
an ASEAN Customs Declaration Document (ACDD) since December 2020. The
Government plans to integrate the CNSW with the ASW.

61. Advances in the implementation of the Trade Facilitation Agreement have
been putin place. In April 2023, Cambodia introduced legislation to putin place the
Advance Economic Operator (AEO) Programme. The AEO programme grants a

s Those fees include the Terminal Handling Charge (THC) which was reduced by USD 5/TEU; the Container Imbalance
Charge (CIC) to USD 100 from USD 120 for 20-foot containers, and to USD 200 from USD 240 for 40-foot containers; the
Ocean Freight Charge (OFC) was reduced by 50% and the Emergency Bunker Charge (EBC) was eliminated.
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number of benefits to AEOs, including, among others, prioritized treatment in both
document preparation and customs clearance procedures, but following the first-
in first-out principle among AEOs; exemption from advance verification procedures
prior to customs clearance, such as valuation, tariff classification or origin;
completion of customs clearance before the arrival of the goods; possibility of
clearing the goods at destination, for instance at customs bonded warehouses,
temporary storage premises or the company’s own premises; possibility of
requesting import, export or transit permits directly at the customs checkpoint,
instead as from the General Department of Customs and Excise (GDCE)
headquarters; priority in other customs clearance procedures as determined by the
GDCE; exemption from container scanning obligations and reduced physical
inspections in accordance with risk management principles; permission to clear
goods prior to settlement of customs duties. AEO beneficiaries may also enjoy the
various benefits from the signing of mutual recognition agreements with other
countries' customs administrations.

62. As of end-June 2024, Cambodia had implemented 33 trade facilitation
measures, corresponding to some 92.9% of its commitments, in categories A, Band
C, with a timeframe spanning from February 2017 to December 2025. There were 5
measures in the course of being implemented, all in category C, corresponding to:
the establishment of a single window for both imports and exports; transit;
perishable goods; pre-arrival processing; and border agency cooperation. It is
expected that these commitments will be fully implemented by 31 December
2025."®

63. Trade flows and information have also benefitted from the establishment
of the Cambodia Data Exchange (CamDX), a unified but decentralized data
exchange between information systems for the provision of service in a
standardized and secure way, ensuring interoperability between different data
exchange parties. CamDX aims at allowing easy access to data in government
databases while guaranteing the security and ownership of the data. Cambodia has
also developed and improved an e-fling system for trademarks. Other reforms to
improve the business environment have included the implementation of the Anti-

8 WTO, Trade Facilitation Data Base. Viewed (1 July 2024) at:
https://www.tfadatabase.org/en/members/cambodia/implementation-schedule
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Corruption Unit’s (ACU) action plan to fight corruption through educational,
preventative, and law-enforcement activities, in line with the Strategic Plan and
Policy set by National Anti-Corruption Council, both entities established by the Anti-
Corruption Law of 2010.

64. The process of domestic reform has also included a number of
infrastructure projects implemented in recent years or currently in implementation,
such as the Phnom Penh-Sihanouk Ville Express Way, a public-private joint venture
managed by the Ministry of Public Works and Transport, with a total cost of almost
USD 1.9 billion, consisting in a four-lane expressway starting at the west of Phnom
Penh connecting with its ring road of the city, and running southwest up to
Sihanoukville, with a total length of is 187 km. Other projects, in different phases of
implementation, include: the Green Special Economic Zone (SEZ, estimated cost
USD 300 million)'; the Kampot International Tourism Port; the Sihanoukville
Logistics Complex (USD 264 million); the Funan Techo Canal (USD 1.7 billion); the
Phnom Penh Logistics Complex (USD 220 million); the Phnom Penh-Bavet
Expressway (USD 1.38 billion); and the development of a new regional airport in th
eastern province of Mondulkiri.

65. With a view to encourage productivity and promote higher standards of
living, minimum wage consultations are held every year by the National Council on
Minimum Wage, composed of representatives from the Government, employers,
and labour. Decisions by the Council are taken by consensus, but if consensus is
not reached after two meetings, the decision is taken based on secret ballot majority
vote at the second consultation meeting. The Council then recommends the
minimum wage increment to the Government. Cambodian Labour Law stipulates
that elements to be taken into when determining the minimum wage shall include
social and economic factors, including inflation, productivity, competitiveness,
profitability and the labour market situation. For 2024, the National Council on
Minimum Wage set a minimum wage per month for workers/employees in the

7 The Green SEZ aims to contribute to Cambodia’s Pentagonal Strategy — Phase 1, goal of ‘Economic Diversification and
Competitiveness Enhancement’ by promoting the green economy to support sustainable development. The Green SEZ
aims at using renewable energy, energy-efficiency and circularity elements to promote Cambodia as a green industrial
manufacturing hub in priority sectors such as automobiles, electronics, and high-end textiles. The project also seeks to
transform Cambodia’s industrial infrastructure from labor-intensive to skill driven. Information from the Ministry Economy
and Finance, General Department of Public-Private Partnerships, Viewed at: https://ppp.mef.gov.kh/detail/green-special-
economic-zone?currentProjectListPid=200&cHash=b8c8afc49a7d00e915c325ebbe28065f
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textile, garment, footwear, travel goods and bag industries of USD 204 per month. In
September 2024, this minimum wage is set to increase to USD 208 per month for
2025, in which an additional complement of USD 2 being added by the RGC.

66. Following the numerous reforms introduced, Cambodia has achieved
solid economic performance since accession, which has allowed per capitaincome
to more than double and has led to a significant decline in the poverty rate. As a
result of its reforms, Cambodia has currently an open economy, as evidenced by a
goods and services trade-to-GDP ratio of about 150% and trade policy is an integral
part of Cambodia's efforts to promote development and improve living standards.
Cambodia has made good use of its WTO membership to further its integration into
the world economy. Its simplified tariff structure and efforts taken to promote good
governance through judicial and legal reforms and create a more transparent and
predictable business environment have contributed to faster growth. Throughout
the 20 years since accession, Cambodia has continued to liberalize trade by
reducing applied tariffs at an MFN level and through regional integration processes.
In 2023, the simple average MFN applied tariff was 9.4%, well below its (2023) 19.3%
average bound rate. The simple average MFN applied tariff on agricultural products
(WTO definition) was 11.9% (compared to a 2023 bound rate of 28%), while the
average rate for non-agricultural products was 9% (compared to a 17.9% bound
rate). According to WTO Secretariat calculations, the trade weighted average tariff
was even lower, at 7.9% for all goods, 11.8% for agricultural goods, and 7.6% for
non-agricultural products.’® Lower tariffs have gone together with higher GDP
growth, higher trade flows and more inclusive development.

8 WTO information, at: https://www.wto.org/english/thewto_e/countries_e/cambodia_e.htm
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TESTIMONIAL

“Joining the World Trade Organization (WTO) is the most
important single step Cambodia has taken in pursuit of its ambition to
become a developed country. Membership has ensured that
Cambodian products can be sold anywhere in the world on
transparent and predictable terms; that preferential trading
arrangements sanctioned by the WTO are available to Cambodia; and
that Cambodia’s legal and regulatory measures related to trade
adhere to international norms. The resulting favorable trade and
investment climate is the foundation on which Cambodia’s
remarkable growth and social progress during the past twenty years
has been constructed. Congratulations on the twentieth anniversary
of this important milestone!”

Mr. Roger C. Lawrence,
former Deputy Secretary-General,
United Nation Conference for Trade and Development (UNCTAD)

7. OPPORTUNITIES AND CHALLENGES AHEAD

67. Cambodia was included in the United Nations' list of LDCs in 1991. The UN
Committee for Development concluded, at its first triennial review in 2021, that
Cambodia had become pre-eligible for graduation, meeting all three criteria for
graduation from the group of LDC countries. The Committee's conclusion was re-
confirmed in March 2024. The Committee welcomed the strong commitment of the
RGC towards graduation and supported its request for an extended preparatory
period of five years to ensure a smooth transition. The UN Economic and Social
Council (ECOSOC) has endorsed the recommendation, which is then forwarded to
the UN General Assembly for approval. Cambodia's graduation is foreseen to take
place in 2029.

68. In its review, the Committee observed that Cambodia had made effective
use of international support measures, particularly preferential market access and

intellectual property arrangements, which had contributed to a high female share of

-97-



CAMBODIA’S 20-YEAR JOURNEY AS A WTO MEMBER

the labour force. Cambodia would need to build additional production capacity and
continue product and market diversification to build resilience against geopolitical
and geoeconomic shifts to ensure its competitivity in the absence of support
measures applicable to LDCs. Cambodia would need to increase its fiscal space
and should focus on opportunities emerging from energy transition and strengthen
its capabilities (science, technology, and innovation) to move up the value chain and
productivity and technological development ladders. Continued support from
trading partners would be required to assist Cambodia in these endeavours as well
as in its efforts to build climate resilience.

69. As noted above, attracted by Cambodia's low labour costs and preferential
access to the U.S. and EU markets, and by its openness to trade and investment,
foreign investment, primarily from other Asian countries, has poured into the
garment, footwear and travel bag industry. The sector has expanded rapidly over the
last 20 years, and its products are currently Cambodia's primary exports and
contributors to its foreign exchange earnings. The industry is an important source of
formal employment for young female workers, who typically migrate to urban
centres while helping to support their families in rural areas. Many companies in the
industry are sub-contractors of well-known multilateral brands. The Government
launched a new strategy for the garment, footwear and travel goods sector in 2022,
focusing on upgrading workers' skills to meet a more automated and digital
environment, and offering tertiary education in textiles, design and industrial
engineering, order sourcing, logistics, and supply chain management. With
continued foreign investment and access to finance for local producers, the aim
would be to increase the number of full package manufacturers capable of
accomplishing all tasks from production design and sampling to the shipping of
orders to clients overseas. If successful, the strategy should promote
environmental sustainability and make the manufacturing of higher value goods
more resilient to the winding down of trade preferences in the wake of Cambodia's
graduation from the LDC group.

70. For the tourism sector, the Government has elaborated a road map to
accelerate the recovery from the negative impact of the COVID-19 pandemic and
promote the upgrading of workers' digital and other skills, particularly for women
working in the market for leisure travel. In addition to projects improving the general
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infrastructure and financing facilities, the further development of Cambodia’s
tourism industry embraces the ongoing digital transformation and new
technological solutions that facilitate interactions between visitors and business
operators. At the government level, a new e-arrival system was launched on 1
September 2024 at the three international airports, with a view to its gradual
extension to other points of entry. The system allows visitors to complete all
immigration formalities online, including visa applications and health declarations,
prior to departure to Cambodia. Moreover, the additional measures provided by the
RGC are specific to the tourism sectors operating in Phnom Penh, Siem Reap, and
Sihanoukville which are still facing certain challenges. The tourism enterprises in
the Siem Reap province have been benefits from various tax exemption including all
types of monthly taxes, except value added tax (VAT) and accommodation tax, from
October 2023 until the end of June 2024.

71. Cambodia reached lower middle-income status in 2015, and quickly set
its sights on becoming an upper middle-income country by 2030 (Cambodia Vision
2030) and a high-income economy by 2050 (Cambodia Vision 2050), emphasizing
inclusiveness and environmental sustainability. Cambodia's growth model has so
far been carbon- and resource-intensive. However, Cambodia was the first ASEAN
country to provide a clear target for carbon neutrality by 2050 to the Secretariat of
the United Nations Framework Convention on Climate Change (UNFCCC) in 2021.
Future domestic energy demand is to be met with expansion of hydropower and
solar power as well as significant energy savings across all economic sectors. The
Royal Government has adopted several plans to support low-carbon and green
transformation, notably with respect to recycling and waste management, cleaner
production and resource efficiency, pollution control, increased tree planting,
sustainably managed protected areas, and enhanced compliance and
coordination. Funding estimates for the transition amount to some USD 7.8 billion
by 2030 and perhaps as much as USD 2.5 billion annually thereafter to reach the
net-zero target by 2050. While public funds and overseas development assistance
should be mobilized for the greening economy, the bulk of the financing is expected
to be provided through investments from the private sector in green and socially
inclusive business models.
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72. Successful adaptation of Cambodia’s growth strategies will need to be
accompanied by continued, active monitoring of challenges and risks that are
beyond Cambodia’s control, e.g. increased geopolitical tension, war, or a return to
protectionism in large economies, but where early warning systems or advance
design of possible mitigation measures may limitthe impact of such circumstances.
Cambodia may need to develop responses to measures with a trade impact that
industrialized economies implement to address climate change, deforestation, and
other environmental concerns, for example via carbon-pricing mechanisms or
country-specific action. Finally, in markets where Cambodian exporters benefit
from trade preferences granted unilaterally, risks that such preferences may be
terminated, conditioned, or redefined may not be ruled out.

TESTIMONIAL

"Let me start by congratulating the Royal Government of
Cambodia on the 20th anniversary of its membership. Thisis one of the
best examples of how WTO accession and membership can work for
an LDC. For me personally, it is one of the achievements with which |
am so grateful for having associated in my long career in the WTO,
which has a lot to do with LDCs. Cambodia's experience has given me
a strong conviction that the WTO can work for LDCs."

Ms. Maika Oshikawa,
Director, Accessions Division,
World Trade Organisation

8. POLICY OPTIONS

73. Cambodia has made enormous progress in the 20 years since its
accession to the WTO, modernizing its economy and opening it up to trade. The
process of modernizing the economy is, however, not yet complete. The
implementation of the infrastructure investment projects currently in the pipeline is
of capital importance, as is a broadening of their scope so as to continue facilitating
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trade. This implies further investment in roads, electricity generation, airports, ports
and other infrastructure, and, most importantly, in human capital. To this end,
Cambodia needs to continue attracting FDI and international technology transfer by
maintaining clear and stable investment laws and regulations.

74. As mentioned above, to maintain the growth momentum of recent years,
Cambodia needs to diversify its production and export base. To meet the challenges
that the future may bring, Cambodia may benefit from moving quickly into the areas
currently considered more dynamic, such as the production of environmentally
friendly goods and services. For instance, by promoting the production of eco-
friendly clothing and other consumer goods, fostering environmentally friendly
tourism, and engaging in activities that may lead to earning eco-labels. The
measures to support low-carbon and green transformation mentioned above are a
good starting point. Also, Cambodia needs to continue reinforcing its Digital
Economy and Society Policy Framework 2021-2035, by encouraging digital
entrepreneurship and innovation, including by promoting startups, to foster
economic sustainability, and enhance competitiveness.

75. The encouragement of the activities of SMEs is another key policy point
that needs to be sustained and reinforced by facilitating access to credit as well as
lowering its cost to borrowers, and by reducing the costs of doing business,
including by simplifying the regulatory framework, facilitating trade operations
through a full implementation of the National Single Window, and other trade-
facilitation measures.

76. While the development of modern laws and regulations is of utmost
importance, so is the capacity to implement them and enforce them. To this end,
further capacity building and training may be needed. In the medium and long term,
Cambodia could benefit from increased investment in education and capacity building.

77. In the trade area, the rules and principles of the WTO provide a solid
foundation for continued outward looking policies. Whereas ASEAN and RCEP offer
opportunities for closer regional integration, Cambodia should also pursue market
opportunities by expanding its network of bilateral FTAs where these may offer
meaningful market access and aid the process of diversification of export markets and
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the product mix. This becomes even more important as Cambodia may be less
advantaged by unilateral trade preferences in major markets once itis no longeran LDC.

78. Finally, Cambodia’s economic and trade success has been made possible
by the adoption of prudent and stable macroeconomic policies throughout the last
20vyears. Itisimportant not to deviate from these policies, keeping in mind the need
to support high GDP growth while maintaining inflation under control and increasing
the fiscal space. In this regard, it should be emphasized the importance of
international development cooperation and technical assistance to strengthen
Cambodia readiness to comply with all international trade rules after graduating
from LDC status.

TESTIMONIAL

“Since the inception of the UN Transitional Authority in
Cambodia in 1992, and throughout the accession of Cambodia to the
WTO in October 2004, UNCTAD has proudly supported Cambodia’s
efforts in building and strengthening its economic institutions.
Cambodia’s journey vividly demonstrates that ambitious trade
policies can deliver inclusive and sustainable development. The
country’s commitment to international trade rules has solidified its
status as a trusted and active member of the global trade community.”

Ms. Luz ma de la Mora,
Director of International Trade Division,
United Nations Conference on Trade and Development (UNCTAD)
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9. CONCLUSION

79. Cambodia’s accession to the WTO in 2004 marks a significant milestone
in the country's economic development and global integration. Over the past two
decades, Cambodia has leveraged its WTO membership to achieve remarkable
economic growth, actively participate in the global trading system, and improve
substantial domestic reforms. This journey reflects Cambodia's commitment to
embracing globalization, strengthening its institutions, and positioning itself as a
dynamic player in the global economy.

80. Cambodia has been an active member in the WTO, engaging in various
negotiations and aligning its trade policies with international standards. This active
involvement has facilitated increased trade and investment, contributing to an
impressive economic performance. The country’s GDP growth has consistently
been among the highest in Southeast Asia, driven by robust exports, particularly in
textiles, agriculture, and tourism. The diversification of its trading partners and
products has also helped Cambodia reduce its dependency on any single market,
thereby enhancing economic resilience.

81. The obligations under the WTO framework have been a catalyst for
comprehensive domestic reforms in Cambodia. The country has made significant
strides in improving its legal and regulatory environment to comply with
international trade rules. These reforms include the modernization of customs
procedures, enhancement of intellectual property rights protection, and the
enactment of variety of trade related laws. By aligning its regulations with global
standards, Cambodia has created a more transparent and predictable business
environment, attracted FDI and fostered private sector growth.

82. As Cambodia prepares for its graduation from the LDC status, the
government has introduced policies to mitigate the potential loss of preferential
trade benefits, focusing on enhancing the competitiveness of domestic industries,
investing in human capital, and building infrastructure to support higher-value-
added production. In the meantime, Cambodia has been conducting a study on a
trade strategy to navigate a smooth LDC graduation and beyond. Furthermore,
Cambodia has prepared well for external shocks in the future, such as global
economic downturns, the negative impact of geopolitical tension, and pandemics,
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by diversifying its economy and strengthening social safety nets, to guarantee that
it will be on the right path toward a smooth transition. This resilience-building
approach is crucial as the country moves to a higher income status and faces new
challenges in the global market. The RGC’s outward-looking policies have been
instrumental in its economic transformation. The country has embraced trade
liberalization and entered into regional and bilateral free trade agreements. These
policies have opened new markets for Cambodian products and services, fostering
economic diversification and reducing vulnerability to external shocks.

83. Looking ahead, Cambodia continues to pursue policies that enhance
global competitiveness, including innovation-driven growth, the development of the
digital economy, and sustainable development and growth. Having greatly
benefitted from its WTO membership for 20 years, Cambodia needs to further
strengthen its cooperation with relevant development partners and stakeholders to
implement its trade related policies as well as to tackle its current and future
challenges and to ensure its long-term aspiration of becoming a developed county
by 2050. Additionally, Cambodia needs to further attract FDI and foster economic
development through the modernization of laws and regulations to keep abreast of
the evolvement of global economy.
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