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CHINA MARKET ACCESS

Cambodia got preferential tariff treatment on exports to China via the following frameworks:

ASEAN-China The Generalized System

Cambodia-China Regional Comprehensive
Free Trade Agreement (CCFTA) Economic Partnership (RCEP) Free Trade Agreement (ACFTA) of Preferences under
the WTO framework

entered into force on 01 Jan 2022

entered into force on 01 Jan 2022 entered into force in 2005

1,687

million $
(48.2%)

In 2021, China
was the largest
investor in Cambodia.

Cambodia received foreign direct
investment about $3.5 billion in 2021.

trading partner
in 2022

11,194

million $

2021 Source: General Department
of Customs and Excise

- $1,510 million [PU-E P
SR TN 2022 (-17.9%) l.-f!,',-a.l-fl'l'l .

Source: Financial Stability Review 2021 of National Bank
of Cambodia

Cambodia exported to China

R L § $ 9,684 million lrk
b P e
‘1R RN TN 2022+ 7.9%)

@ Cambodia’s Export to China

TOP IMPORTED & EXPORTED PRODUCTS GROUP oy
Edible fruits @ . Knitted or crocheted
and nuts fabrics
$ 200 million $ 1,699 million
0 . Electrical machinery and
equipment an
parts thereof
$ 975 million

Cereals 00
Man-made staple fibres
$ 943 million

$ 163 million 0
Furskins and artificial fur;
manufactures thereof
$ 156 million

Machinery and
mechanical appliances;

parts thereof

$ 909 million

Electrical machinerz
and equipment an
parts thereof

$ 102 million

Articles of aEparel and clothin Plastics and articles thereof
& $ 666 million

accessories, mtt_et_i or crochet
$ 99 million

Cambodia imported from China
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Cambodia among Three Most Robust RCEP Economies
This Year, Says IMF

The International Monetary Fund (IMF) expects Cambodia to
be among the best-performing economies in East Asia and
the Pacific this year alongside the Philippines and Vietnam.
The IMF said the Philippine economy was forecast to expand
6.0 percent — the fastest pace among the 15 members of the
Regional Comprehensive Economic Partnership (RCEP)
agreement. Cambodia ranked equal second with Vietnam,
with both economies projected to grow 5.8 percent. Other
projections were 5.2 percent for China, 5.0 percent for Indo-
nesia, 4.5 percent for Malaysia, 4.0 percent for Laos, 3.4 per-
cent for Thailand, 3.3 percent for Brunei, 2.6 percent for My-
anmar, 1.6 percent for Australia, 1.5 percent for both South
Korea and Singapore, 1.3 percent for Japan and 1.1 percent
for New Zealand. For the overall world economy, the IMF
projected growth at 2.8 percent this year — 0.1 percentage
point below the January update to its projection in October
last year. Source: Khmer Times

Cambodia’s Apparel Exports to South Korea up 14 Percent

Cambodia’s apparel exports to South Korea increased from
$167.151 millionin 2021 to $191.374 million in 2022, record-
ing a growth of 14.37 per cent over the previous year. The
exports reached $43.104 million in the first two months of
2023, close to the shipment of $43.112 million during Q4
2022. Cambodia’s apparel exports recorded $169.716 mil-
lion in 2020, $187.650 million in 2019 and $173.889 million
in 2018. South Korea ranked 13th in Cambodia’s top markets
for apparel exports. The shipment to South Korea accounted
for 1.37 per cent (5191.374 million) of Cambodia’s total ex-
ports of $13.980 billion in 2022. Meanwhile, Cambodia was
the seventh-largest apparel supplier for South Korea. Ap-
parel imports from Cambodia accounted for 1.57 per cent of
the total imports of $12.178 billion in 2022. South Korea’s
apparel imports were mainly from China and Vietnam, who
supplied 64 per cent of the apparel to the Korean market.
Source: Khmer Times

Q1 Milled Rice Exports Soar to $126M on Europe Sales Up-
tick

Cambodia exported milled rice worth $126 million overseas
in the first three months of 2023 — an increase of $20.9 mil-
lion, or about 19.9 per cent, over the same period last year,
according to data from the General Department of Customs
and Excise of Cambodia (GDCE). CRF secretary-general Lun
Yeng said that the increase of nearly 20 per cent was in the
amount paid, while the quantity of rice was only about 12
per cent more. He added that the increase in the export of
milled rice in the first quarter was by over 20,000 tonnes
and much more fragrant rice was exported, especially to
Europe. “Because Europe reopened its market, a lot of fra-
grant milled rice was exported as it was not taxed. Previ-
ously it was harder to sell, but now it is easy because the
taxes that were being levied ended in early 2022. And the
costs of transport are more affordable than before,” he
said. He continued that another factor in the increase in
Cambodia’s fragrant rice exports was that late in 2022,
Cambodia’s fragrant rice was ranked best in the world.
Source: Phnom Penh Post

Q1 China Trade Nears $2.9B as Deficit Shrinks

The merchandise trade volume between Cambodia and
mainland China reached $2.862 billion in the first quarter
(Q1) of 2023, marking a 0.38 per cent year-on-year drop
from $2.873 billion, with imports from the East Asian market
accounting for an 88.52 per cent share, down 0.28 percent-
age points on a yearly basis, according to provisional Cus-
toms (GDCE) data. In the January-March period, Cambodian
goods exports to and imports from mainland China were to
the tune of $328.646 million and $2.534 billion, respectively,
up 2.13 per cent but down 0.70 per cent year-on-year from
$321.787 million and $2.552 billion. This narrowed the King-
dom’s trade deficit with its top trading partner for the period
by 1.11 per cent on an annual basis to $2.205 billion, from
$2.230 billion. Mainland China was also Cambodia’s top im-
port source for the first quarter, as well as the fourth-largest
export destination, after the US ($1.823 billion), Vietnam
($909.803 million) and Thailand ($334.163 million). Source:
Phnom Penh Post
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Global News Vol 03 | Issue 04

Can ASEAN be an Epicentrum of Growth?

‘ASEAN as an Epicentrum of Growth’ is the theme of Indo-
nesia’s 2023 ASEAN Chairmanship. Is it a reliable and at-
tainable vision? Whilst some may be optimistic about the
vision’s potential, for us, it sounds more like jargon than a
vision. Let’s begin by examining some of key economic in-
dicators that the optimistic side might have considered,
which render Association of Southeast Asian Nations
(ASEAN) as a potential epicentrum of growth. First, ASEAN
has recorded impressive economic performance and de-
mographic profile over the last two decades. The region has
recorded average economic growth of 5%, amongst the
highest in the world from 2000-2022. As of 2022, ASEAN’s
population stood at 672 million, about 9% of the world’s
total population, and the region contributed 6.4% to global
GDP. Excluding data from Cambodia, ASEAN recorded la-
bour productivity growth of 3.2% from 2000 to 2022. Nota-
bly, based on a simple average for the year 2022, about
68% of the population in the six largest economies in the
ASEAN region—Indonesia, Malaysia, the Philippines, Thai-
land, Singapore, and Viet Nam— are within the working age
range of 15 to 64 years old. Combined with a stable political
situation, those factors place ASEAN as one of the most at-
tractive trade and investment partners globally. Source:
GMA News Online

China’s Economy Grew 4.5% in the First Quarter, the Fast-
est Pacein A Year

China’s growth has been in the spotlight as the country re-
opens afterit ended most of the strict Covid re-
strictions that were in place for nearly three years. China’s
first-quarter gross domestic product rose sharply while
global peers face slowing growth as central banks hike rates
to tame inflation. GDP grew by 4.5% in the first quarter,
China’s National Bureau of Statistics said Tuesday. That
marks the highest growth since the first quarter of last year
— when China’s economy grew by 4.8% — and better than
the 4% forecast in a Reuters poll. Quarter-on-quarter, the
economy grew 2.2%. China’s growth has been under the
spotlight as it reopens after ending most of its strict Covid
restrictions that were in place for nearly three years. The
economy expanded 2.9% in the fourth quarter of 2022.
Source: NBC News

Global Economic Recovery Endures but the Road Is Get-
ting Rocky

The global economy is on track for a gradual recovery from
the pandemic and Russia's invasion of Ukraine, but there
are risks and challenges ahead, according to Pierre-Olivier
Gourinchas, the Economic Counsellor and the Director of

Research of the IMF, in his latest World Economic Outlook.
Inflation is falling slowly, but growth remains historically
low and financial risks have risen, particularly in the bank-
ing sector. The report suggests that financial regulators and
supervisors should strengthen oversight to avoid a full-
blown crisis, while policymakers need to communicate
clearly and take steps to support monetary and fiscal poli-
cies. The report also warns of a potential "risk-off" event
that could significantly impact credit conditions and public
finances, particularly in emerging market and developing
economies. Source: IMF Blog

Factories or Call Centers? Asia Charts its Development Path

Asia's traditional path to economic growth through indus-
trialization, particularly in the manufacturing sector, has
been increasingly uncommon in recent times, with many
countries turning towards the service sector instead. How-
ever, the lack of a sizeable manufacturing sector is seen as
a serious drawback for development trajectories and a rea-
son to advocate for industrial policy. The industrial sector
can produce significant productivity gains and create high-
paying and secure jobs for unskilled workers, leading to a
more equal distribution of development gains. While calls
for policy action to support industrialization are often war-
ranted, many countries face challenges such as low institu-
tional quality, ineffective productive development policies,
labor-market constraints, and incomplete trade links.
Source: Asian Development Blog

For Global Trade to Survive, It Needs an Overhaul

Governments and the private sector need to address weak-
nesses in global trade and supply chains. Globalization and
the international trade system have many critics these
days. Some say that trade does more harm than good, is
bad for the environment, lacks resilience, is not transpar-
ent, and doesn’t include enough people. It is true that the
economic and political environment, and the climate crisis,
are exposing some weaknesses in the global trading sys-
tem. But that should be the impetus to improve it, not
abandon it. Improving global trade and supply chains
means making them more resilient and inclusive, and de-
veloping them as a vehicle for a greener and more equita-
ble future. Source: Asian Development Blog

The United Kingdom is Set to Join the Trans-Pacific Free
Trade Pact

Three years after leaving the European Union, the United
Kingdom has negotiated a trade pact with a band of Indo-
Pacific countries. The UK’s accession to the Comprehensive
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and Progressive Agreement for Trans-Pacific Partnership  Australia, Singapore, Brunei, New Zealand, Canada, Mex-
(CPTPP) means it joins a club of 11 other countries which ico, Peru and Chile. It is one of the biggest trading blocs in
together generate 14% of the world’s income. The CPTPPis  the world, worth 15% of global GDP once the UK joins.
a free trade agreement between Japan, Malaysia, Vietham,  Source: World Economic Forum
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Research Article

Vocational Education and FDI Inflow: A Cross-Country Panel Data Analysis of
Asian and Latin-American Countries

Bun Vuthy
Deputy Director General
Ministry of Labour and Vocational Training

ABSTRACT

While global foreign direct investment (FDI) flows have in-
creased dramatically in the last few decades, the greatest
proportion has been to Asia and Latin America. It has been
argued that human resources in these regions have gone
beyond the basic level of skills required for attracting FDI.
Empirical studies commonly proxy skilled human capital in
the form of academic or general education, such as second-
ary-enrolment rate, tertiary-enrolment rate, literacy rate,
or average years of schooling. Nevertheless, vocational ed-
ucation, which provides graduates with the required
knowledge and practical skills for employment, had not yet
been studied. Therefore, drawing data from 39 developing
countries in Asia and Latin America over the 1990-2018

period, this paper examines the effects of vocational edu-
cation on FDI inflows. This study employs as proxies for hu-
man capital the share of vocational students in secondary
education, secondary education enrolment rates, and ter-
tiary education enrolment rates. Statistical analysis, based
on Pooled Ordinary Least Squares (POLS), Random Effect
Model (REM), Fixed Effect Model (FEM) and Feasible Gen-
eralized Least Squares (FGLS), reveals a positively signifi-
cant effect of human capital on FDI inflows. Responding to
the research question, vocational education is found to
have a positive influence in attracting FDI in the regions.
The results are robust under controls for alternative speci-
fications.

INTRODUCTION

Recent studies have claimed that Asia and Latin America
are the regions attracting most of the share of foreign di-
rect investment (FDI). Furthermore, a number of research-
ers have found that FDI tends to flow into a country pos-
sessing skilled workers or a productive workforce. Skilled
labour is generally characterized by the level of education,
as well as expertise levels, acquired through training. For
instance, vocational education provides practical and tech-
nical skills for employment as well as improving labour
productivity. In this regard, vocational education may have
an impact in attracting FDI. However, this impact remains
in question. This study, therefore, addresses the research
guestion “Does vocational education have an impact in at-
tracting FDI inflow into Asia and Latin America?”

In the last few decades, there has been a dramatic increase
in the inflow of FDI to developing countries. A number of
studies have investigated whether the recent surge in FDI
inflows to developing countries enhances their economic
growth. Studies conducted by Borensztein et al. (1998) and
Li and Liu (2005) found that FDI significantly contributes to
the economic growth of the FDI-recipient countries. In ad-
dition, FDI helps fill the investment gap and improve the

productivity of the economy through technology transfer
(Keller, 2010; Liu, 2008; Miningou & Tapsoba, 2020).

However, some studies have found it does not hold for all
recipient countries that FDI contributes more to growth
than domestic investment. This condition is true only when
the host country has a minimum threshold of stock of hu-
man capital. Borensztein et al. (1998) and Xu (2000) argued
that in order to benefit from technology transfer and to
maximize the productivity of FDI, the host country needs to
reach a minimum human-capital threshold.

Certainly, a particular level of human capital stimulates FDI
contribution to growth, yet what kind of human capital can
attract FDI inflow? According to Lucas (1990) and
Zhang and Markusen (1999), human capital not only stim-
ulates the economy, but also plays an essential role in at-
tracting inward FDI. Furthermore, the availability of higher
levels of human capital, particularly in the form of skilled
workers, is a favourable factor in attracting FDI (Kinda,
2013; Lucas, 1990; Noorbakhsh et al., 2001). Lucas (1990)
explained that a high level of human capital can make phys-
ical capital more productive because high-skilled workers
are likely to contribute to increased productivity.
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Based on the above studies, we can conclude that a mini-
mum threshold of human capital maximizes the FDI contri-
bution to growth, but human capital has to be in the form
of a skilled workforce in order to attract FDI inflow. Thus,
the question arises: which level of education indicates the
minimum threshold for a skilled labour force to significantly
affect the inflow of FDI? According to Cleeve et al. (2015),
secondary-school level of education seemed to be the ab-
solute minimum necessary to stimulate efficiency-seeking
FDI. In contrast, an empirical study by Siddiqui and Rehman
(2017) found that secondary education does not affect ei-
ther the levels or growth rates of GDP in any South Asian
country, while secondary vocational education does.

To reach the full content of this article, please scan QR code

Meanwhile, the effect of vocational education on FDI in-
flow remains a mystery. Therefore, this study aims to shed
light on the gap in existing literature on the impact of voca-
tional education on FDI inflow into Asian and Latin Ameri-
can countries.

The rest of this paper is structured as follows. A review of
the theoretical and empirical background is presented in
Section 2. Section 3 presents the model applied to the
study, describes the data and their sources. Empirical re-
sults are presented and discussed in Section 4. The study’s
summary and conclusions are presented in Section 5.
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