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A \55 G ton reov: ROEP

RC EP is the world’s largest free trade agreement, constituting 1 5 member countries
including 1 0 ASEAN Member Countries and 5 trading partners of ASEAN:
Australia, New Zealand, China, Japan and South Korea.
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1. Trade liberalization

Figure1: Cambodia
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Local News

Samdech Hun Sen and Japan Prime Minister

Discuss Potential FTA, Conglomerate
Investment, Agriculture Exports

Source: Phnom Penh Post

During the two-day official visit of Japan’s Prime
Minister to Cambodia from March 20-21, 2022,
Cambodia’s Prime Minister Samdech Hun Sen has
asked his Japanese counterpart Fumio Kishida to
consider calling for a study on the potential
establishment of a bilateral free trade agreement,
convince importers to buy more Cambodian “priority”
agricultural products, and encourage prominent
Japanese companies to invest in Cambodia. This is
the effort of Samdech Prime Minister to further
expand bilateral trade and advance economic
cooperation with Japan, as well as to secure
greater Japanese investment in Cambodia.
Furthermore, the two sides agreed to elevate their
bilateral strategic partnership to new heights to
strengthen and expand bilateral cooperation in
fields such as manufacturing, energy, tourism, and
other economic sectors, as well as security,
communications networks, and intellectual
exchanges. The two parties also agreed to combine
efforts and turn the Sihanoukville Autonomous Port
iInto a major international trade hub.

Cambodia’s Ministry of Commerce to Finalize
Draft Strategy for Maximizing FTAs Benefits®

Source: Ministry of Commerce

On 17 March 2022, H.E. PAN Sorarak, Minister of
Commerce of Cambodia, led a technical meeting
on reviewing and discussing the latest “Draft
Strategy for Maximizing Benefits from FTAs”
before it will be proceeded to other 15-line
ministries for the last reviews and adoption. The
draft Strategy, said the Minister, is designed to
identify potential products of Cambodia’s
supremacy poised to enjoy preferences under the
existing FTAs. The top ten products examined thus
far include rice, casav a, banana, Pailin longan,
mango, cashew, meat, natural rubber, pineapple,
and pepper. In addition, the Strategy will identify
challenges accompanied by respective solutions

3 4 Unofficial translations

appropriate in Cambodia’s development context.
As the CCFTA, RCEP, and CKFTA have been ratified,
the Strategy is seen to play a catalytical role in
promoting Cambodia’s gains from the agreements
and beyond. Click here to read more

RCEP Set to Boost Cambodia Exports by 9-
18% Yearly

Source: Khmer Times

Addressing in his remarks in a workshop on
“Regional Comprehensive Economic Partnerships:
Implications, Challenges and Future Economic
Growth for East Asia and ASEAN” on March 14,
2022, Minister of Commerce PAN Sorasak said the
latest study by the Economic Research Institute for
ASEAN and East Asia (ERIA) revealed that the
Kingdom’s export is expected an increase by at
least 9.4 percent yearly under the RCEP agreement.
The figure was adjusted to the figures of 7.2 made
in 2014 by the ERIA, he said. “Under the RCEP
agreement, Cambodia will see a year’s export
growth at 9.4 percent to 18 percent, which will
contribute to the national economic growth from
2 percent to 3.8 percent,” Sorasak said. Click here
to read more

Pledging Rice Import Increase, China to Purchase
Banana, Mango, and Longan from Cambodia and
Support Other Development Areas”

Source: Cambodian News Channel (CNC)

On 18 March 2022's phone call, Chinese President
Xl Jinping pledged Samdech Techo HUN Sen Prime
Minister of Cambodia that China would increase
rice import from Cambodia and purchase other
potential products, including banana, mango, and
longan, from the Kingdom, aimed at helping
alleviate the latter's poverty. In addition to trade
increase, Chinese counterpart also pledged to
enhance Cambodia's physical infrastructures and
donate another 5 million doses of Covid-19
vaccine subject to arrive in Phnom Penh in late
March. Moreover, China supports Cambodia's
construction of Covid-19 vaccine factories and
pushes the renormalization of Cambodia-China
flight connections following the distractions
caused by the virus over the past two years. Click
here to read more
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Global News

World's Largest Trade Deal RCEP Comes into
Effect in Malaysia

Source: Xinhua

The Regional Comprehensive Economic
Partnership (RCEP), the world's largest trade deal
so far, came into effect in Malaysia from March 18,
2022, the country's trade ministry said in a
statement. The country is expected to see a USD
200-million increase in export gains, making the
RCEP a vital tool in recovering from the economic
disruptions caused by the COVID-19 pandemic,
the ministry said... Click here to read more

Emerging Asia to Grow 5.8% in 2022 but
Ukraine Deepens Risks

Source: Nikkei

The Ukraine war adds to inflation and supply chain
risks facing an emerging Asia attempting to break
out of the COVID-19 slump, the Organization for
Economic Cooperation and Development (OECD)
warned on March 22, 2022. In a new report, the
OECD projects that the GDP of emerging Asia —
China, India and ASEAN members — will grow
5.8% this year. However, this growth may be at

risk due to a new global uncertainty “Ukraine War”.

The war is causing the following consequences: (1)
strong global supply shock, which adds further to
inflationary pressures and disruptions already
triggered by the COVID-19 pandemic; (2) the
moves in commodity prices and financial; (3)
significant  negative impact on  private
consumption and business investment decisions;
and (4) an increase in capital flow volatility in Asian
countries. Click here to read more

China's Digital Yuan Could Challenge the
Dollar in International Trade This Decade,
Fintech Expert Predicts

Source: CNBC

China’s digital Yuan is set to challenge the dollar’s
domination as the currency of choice in
international trade settlements, predicts author
and financial technology consultant Richard
Turrin. China has been ramping up efforts to roll
out its central bank digital currency, and is
currently far ahead in the space as compared with
its global peers. Nations are likely to look for
alternative payment systems as part of a “risk
management exercise” to reduce their current
dependence on the dollar, says Turrin. Click here
to read more

ASEAN Launches Negotiations to Upgrade
Trade in Goods Agreement

Source: Xinhua

Economic Ministers of the Association of
Southeast Asian Nations (ASEAN) Member States
have launched negotiations to upgrade the ASEAN
Trade in Goods Agreement (ATIGA), the regional
bloc said in a statement during the virtual 28th
ASEAN Economic Ministers' (AEM) Retreat, which
was held under the chairmanship of Cambodia's
Commerce Minister Pan Sorasak. The ASEAN
ministers also fully supported 19 Priority Economic
Deliverables for 2022 proposed by Cambodia, and
one of them was the ATIGA Upgrade Negotiations,
Pan Sorasak said, as to ensure that the agreement
remains highly relevant in transforming the region
into a more integrated and cohesive economy,
particularly in the face of global economic shocks
and volatility. Click here to read more
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Policy Brief

Rural E-Commerce Development in the Agricultural Sector in Cambodia: Bridging
the Digital Gap

Tat Puthsodary”
Chhem Rethy”
Cham Nimulf°

Introduction

This thematic briefing is aimed at providing the insightful initiatives for developing and implementing future
rural e-commerce development in the agricultural sector in Cambodia. The authors resort to digital and e-
commerce trends, opportunities and challenges in Southeast Asia (SEA) in general, and in particular
Cambodia. The paper helps policy makers, practitioners bridge the digital gap between rural farmers and
marketplaces by recognizing the starting points of rural e-commerce platforms and the digital ecosystem.
The brief will support existing policies and strategy portfolios including: (i) Cambodian Digital Economy and
Society Policy Framework, 2021-2035; (ii) Cambodia Industry Development Policy 2015-2025; (iii) Cambodia
Trade Integration Strategy, 2019-2023; (iv) E-Commerce Strategy of the Ministry of Commerce.

Key Messages

- Rural e-commerce development is an engine to boost economic growth, employment and
entrepreneurship in the agricultural sector.

- The Royal Government of Cambodia (RGC) has initiatives and established cornerstones on e-
commerce, e-agriculture, and e-governance. Policy actors have moved forward to transforming the
country into a digital economy.

- However, the digital revolution may ultimately create winners who have expertise in cutting-edge
digital technology and digital infrastructure and losers who have wider digital divisions along with
poor infrastructure and platforms.

- Key challenges to lack of market access, high input costs as well as access to finance result in a long
and fragmented agricultural value chain.

- Lack of knowledge and skills in digital e-commerce to sell products, buy goods and obtain extension
services is commonly seen among value chain actors in rural Cambodia.

- In addressing the problems, the government, development partners (DPs), private sector and
academic institutions should entail the following:

e A survey to understand a rural digital and e-commerce readiness should be conducted to:
i. identify and analyze trends driving the adoption of digital instruments in agriculture market systems;
ii. analyze rural digital platforms and related constraints to digital e-commerce;
iii. identify digital tools for QR code payments used by rural famers; and
iv. understand resistance to digital payment and fraudulent transactions online.
v. understand online consumer’s knowledge, attitude and practice (KAP).

- Capacity building on digital and rural e-commerce for smallholder farmers and SMEs should be
promoted. Therefore, the benefits from inclusive digital transformation and integration could be
made, and the digital gaps between rural and urban areas would be bridged.

2 National Policy Expert and Advisor to the Ministry of Commerce
b Asian Vision Institute
¢ Secretary of State, Ministry of Commerce
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1. Digital technology landscapes in Southeast Asia

In Southeast Asia, rural farmers have made large gains in owning and using mobile and smartphones in the
last 15 years. They have taken advantages of digital technologies to tackle key issues, including limited access
to markets, climate change and resilience, price fluctuation, traceability, and higher costs of inputs (IFAD and
GrowAsia 2021). The digital technology has evolved in three stages since 2015. The first stage is known as
“Farmer Mobile Communication Wave”. Agricultural value chain actors used smartphones to call, send SMS
and chat to make deals, book shipment, agree on prices and learn from each other. The second wave known
as “Agribusiness Digitalization Wave” began in 2015. The agribusinesses adopted the new digitalization to
trace the origin of agricultural products; to buy and promote efficiencies among smallholder value chain
actors. In the next decade, the third wave of new technologies will be evolved into digital payments by
farmers, digital trade platforms, digital lending platforms, hardware innovation for smallholder farmers as
well as digital farmer advisory services (IFAD and GrowAisa 2021).

Figure 1: Total internet users in SEA

2015

Source: Google, Temasek, Bain & Company 2021

Figure 2: ASEAN digital integration
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In Figure 1, internet users in SEA have gradually risen from 260 million in 2015 to 440 million (69%) in 2021.
SEA’s digital economics have climbed to USS100 billion for first time in 2019 and it is expected to grow up to
USS300 billion by 2025 (Google, Temasek, Brain & Company 2021). Similarly, Figure 2 shows that 40 million
people have access to internet since 2020 while eGrocer deal activities (worth of USS5.1 billion) have been
rising during the virus outbreak (GrowAsia 2021).

In Figure 2, the survey conducted by Bain & Company in 2018 shows that ASEAN’s digital economy still
remains behind other countries, representing only 7% of global GDP. China has reached to 27% in Europe
while the U.S. has achieved 35% of GDP. Additionally, ASEAN’s digital economic integration is expected to
contribute to USS 1 trillion uplift in GDP by 2025 (Bain & Company 2018). This trend creates a winner and a
loser in digital economy.

2. Trends of E-Commerce in Southeast Asia

Rural e-commerce becomes an emerging discourse socially and economically constructed and used as the
interactions between producers and traders to sell or buy their products beyond farm gates and domestic
markets (Chatterjee 2019). E-commerce activities using digital tools of the Internet to purchase goods or
services are rapidly growing. Indonesia, Singapore and Malaysia have been rated as the highest in online
shopping markets globally. In the next 5 years, global e-commerce sales are expected to grow rapidly (Chen
and Kimura 2020).

Figure 3 shows a marketplace coverage in different sectors in which two sectors Healthtech and Edtech have
emerged. E-commerce is theoretically characterized by four major directions: Business-to-Consumer (B2C),
Business-to-Business (B2B), Consumer-to-Consumer (C2C), and Consumer-to-Business (C2B) (Salleh et al.
2020). According to the UNCTAD’s estimation, global e-commerce sales between B2B and B2C reached at
peak of USS 25.6 trillion in 2018, increased by 8% from 2017 (UNCTAD 2020). In the Southeast Asia, e-
commerce sales are expected to double up to US$254 billion by late 2026 (TECHINASIA 2021).

Figure 3: Market coverage in SEA

Market Coverage:
5 Leading and 2 nascent sectors in the internet economy

rapidly due to COVID-19 -@ %

2 nascent sectors that accelerated

Marketplaces Transfort Food Delivery
Malls/Resellers

Direct-to-consumer

HealthTech Edlech
Online Travel Online Media Financial Services
Flights Advertising Payment
Hotels Gaming Remittance
Vacation rentals Video-on-demand Lending
Music-on-demand Insurance
Investing

Source: Google, Temasek, Brain & Company 2021
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3. What Are Constraints of Digital Technology and Rural E-Commerce in Southeast Asia?

Even though there are good opportunities of digital transformation and integration, common constraints
have been identified and discussed among policy makers, academicians, and development partners (DPs).
IFAD and GrowAsia assessment in 2021 find that lack of financial investments in the early-stage startups is
generally seen among smallholder technology companies who normally face high investment risks in their
businesses, despite generating significant impacts of the sector. Secondly, governments, DPs and farmers
may not be aware of value added of agricultural products through digital transformation. These barriers may
result in lack of momentum and commitment to promote digital village innovation. Thirdly, governments
generally are not ready to adopt digital agriculture technology due to lack of ICT experts and fund allocations
leading to ignorance of the promising technology, such as digital lending, payments, farmer advisory or
extension services (IFAD and GrowAisa 2021).

Figure 4 generally shows that the common challenges to digital e-commerce in six ASEAN countries include
expertise and affordability of technology, poor digital infrastructure and platforms with weak internet
connections in rural areas. Moreover, digital divides and still persist between urban and rural locations. Lack
of expertise in digital technology and regulatory standards will undermine the fast path of digitalization in
the region. Unawareness of online consumers’ knowledge, attitudes, and practice (KAP) lead to lack of trust
and confidence of digitally value added to agricultural products.

4. What Are Opportunities for Cambodia?
4.1. Digital Landscapes

Cambodians have made benefits from adopting a new digital technology amid the Covid-19 outbreak. The
acceptance of digital payments, QR payments and e-commerce practices for traders and consumers have
gradually increased (Mekong Strategic Partners 2021). The number of internet users in Cambodia are rising
very fast with 20.8 million mobile connection or 124% of the population (Phnom Penh Post 2021). Around
10.7 million smartphones were connected to the internet with the cheapest prices in the region at USS1 per
10GB. 4G coverage is 80% while 3G represents 85% of the population. However, rural adults still have a less
access than urban adults to home broadband, smartphone, tablet compute or traditional computer (Mekong
Strategic Partner 2020).

As far as the Tech Startup platforms are concerned, Figure 5 shows that the e-commerce and logistics stand
at the top three categories after the Fintech and Digital Media and Advertising respectively. The top four
groups have gradually been adopted and used in urban areas. Simultaneously, the adult literacy rate
increased from 77.6% in 2018 to 87.7% in 2019. Some experts believe that the higher the rate of adult
literacy, the more digital literacy increases (Khmer Times 2021).

4.2. Emergence of Rural Digital E-Commerce in the Agricultural Sector

Around 66.1% of the Cambodian population lives in the countryside and relies on agricultural livelihood
activities and 33.9% resided in urban areas in 2019. Approximately, 34.5% of rural people were employed in
agriculture (ADB 2021, World Bank. 2021). Skilled agricultural, forestry, and fishery workers were rated as
the highest percentage at 28.7%, while 22.9% of employed persons were in craft and trades and 21.4% of
workers were hired in services and sales (National Institute of Statistics 2019).

Rural digital e-commence is a new engine to promote local income generation, economic growth, increase
agricultural production and to fight against poverty. In Cambodia, mobile phones are increasingly used by

farmers. Around 45% of rural farmers have seen to have smartphones. They become a part of farm work for
rural people and are transformed into new farm tools and e-commerce (Mekong Strategic Partners 2021).
However, their knowledge of digital e-commerce applications is still l[imited.
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Figure 6: GDP in the agricultural sector
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Source: ADB 2021; World Bank 2021
5. Key Challenges of Rural E-=Commerce Development in Cambodia

Although there is a wider progress in digital adoption and transformation, some digital divides still exist.
Cambodia has a small number of Startup companies while Indonesia, Singapore, Philippines, Vietham, and
Malaysia have more startup businesses respectively. The adaptation and adoption of 4.0 industry have
transformed Cambodian youth employment from labor-intensive jobs (unskilled jobs) to high-skilled jobs
(skilled jobs) (UNDP 2020). Lack of fiber optic cables makes high-speed internet and its connection unreliable
in rural areas. Rural famers have still lack of knowledge and skills in e-commerce to sell their products and
buy goods and services. Most famers accept prices from traders or collectors at farm gates just after harvest
(ADB 2021). Lack of access to information on good agricultural practice (GAP), price, pests and diseases, and
vulnerability of climate change are commonly seen among smallholder famers (Figure 7).

Figure 7: Problem mapping of rural digital e-commerce development
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6. Policy Implications and Recommendations

- From national and regional contexts, the digital transformation will create winners who have
expertise in cutting-edge digital technology and infrastructure and losers who have wider digital
divisions and poor infrastructure and platforms. The RGC may assess its own internet platforms and
infrastructure, and affordable digital tools. Therefore, inclusive digital transformation policy at rural
areas may be developed.

- The RGC has established the cornerstones of e-commerce, e-agriculture as well as e-governance.
Policy actors have moved toward the digital economy in Cambodia. The question is that how we get
there?

- A digital and e-commerce readiness assessment should be conducted to:

I. identify and analyze trends driving the adoption of digital instruments in the agriculture market
system;

ii. analyze rural digital platforms and related constraints to digital e-commerce;

iii. ldentify digital tools for QR code payments used by rural poor famers;

iv. Identify a feasible digital hub of agricultural value chains to sell products and buy goods and
services; and

v. understand resistance to digital payment and fraudulent transactions online.

vi. Therefore, data collection methodologies with compressive and accurate sampling selections
should be developed and implemented for the assessment.

- Emerging digital economy and the evolution of cutting-edge digitalization are still fledgling for
Cambodia. The government, development partners (DPs), private sector and academic institutions
should look into the existing or new portfolios of legal and regulatory policy frameworks to:

I. avoid digital shortcomings that result in fraudulent online payment transactions;
ii. enhance consumer protection over e-commerce platforms;

iii. protect data privacy and cybercrimes that may occur;

Ilv. guarantee peer-to-peer payment and lending transaction online.

- Finally, the lack of understanding online consumer’s knowledge, attitude and practice (KAP), lack of
trust and confidence in digital e-commerce platforms are still critical. Capacity building for
smallholder farmers and SMEs should be promoted. Therefore, they can benefit from inclusive
transformation and integration that bridge the digital gaps between rural and urban people in
Cambodia.
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