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Cambodia’s democratization is motivated by a combination of
domestic political will and external factors.

e After the Paris Peace Agreement in 1991, Cambodia held its
first election in 1993 with UN support

* Royalist Party won the election and accepted a central role
under a power-sharing arrangement.

* Cambodia opened to international donors and NGOs, and
liberalized its economy.

* However, the new government faced challenges in political A _
stability, social economic development, and institutional =~ BES-Sa&  conneensesaan
reforms.

* Donors’ role was crucial to maintain peace and stability.

* Subsequent elections increasingly consolidated power to the
current ruling party (CPP).



International aid has contributed to economic structural and government reforms,
even sometimes facing backlash from the government.
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Cambodia’s Economy:
Small, Open, Growing Rapidly

* International aid toward state-building has seen
mixed results — good progress in relatively peaceful
government transitions but sometimes facing
pushback from the government.

Institutional Private Sector

Development Development e Central Question: What is the focus of the most
effective type of international aid (in this case,
Australian Aid) that can strengthen Cambodia's
social and economic development? Is it:

1. Human rights advocacy and institutional
development, or

2. Financial support to private sector development
and the growth of an educated and
economically influential middle class?
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Democratization is in progress, but declining international aid is raising concerns.

* In 2013, Cambodia received a peak of ODA of
S808 million

e Japan, ADB, and United States
* |n 2015, Japan provided $286.57 million
* |n 2016, ADB provided $208.28 million

* US aid mainly focuses on health, education and
good governance.

e As of 2022, Net ODA in Cambodia was S 1.55
billion (data.worldbank.org)
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Cambodia - Development Challenges

 Diversifying the economy beyond agriculture,
apparel manufacturing, and construction.

 Attracting higher levels of technology
investment to agriculture and manufacturing.

* Taking advantage of regional economic
integration; while competing with more
developed neighbors.

* Improving the efficiency of government services
and investment projects.




Private sector has played a critical role in Cambodia’s development

* Public Private Partnership (PPP): Part of the

government’s strategy to promote economic growth. Donors

public policy initiatives.

* Shifting aid channels: to improve efficiency and drive 1

. . Government
* Skills development programs: Closing the skills gap and Stakeholders
preparing for the digital economy transformation by
2050. i 1
* Digital Government Reform: Improving digital W Entity 3

infrastructure and streamlining digital public services.

12



Business climate reforms to align with regional and global trend

THAILAND

Investment Reform

o New Investment Law Sub-decree,
offering maximum income tax
exemption, to promote industrial
zones

o Agro-processing and food-processing
industrial zones

VIETNAM

Energy Transition

o Priority: 70% renewable in the energy
mix by 2040.

(AFD, ADB, JICA)
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Australia aid has started to focus on private sector development through-the
Cambodia Australia Partnership for Resilient Economic Development (CAPRED)

 Addition grant aid:
o $107 million under CAPRED program 2022-2030 .

o 2022-2027: S65 million —

o o a0an e il CAPR=D
o Focal areas: CAMBODIA AUSTRALIA PARTNERSHIP

o Promote Free Trade Agreement and Investment RESILIENT ECONOMIC DEVELOPMENT

o Access to electricity, transport and logistics,

o Enhanced digital sector, small and medium enterprises
(SMEs) and skills development
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Research Indicators used to measure the outcome of aid to the private sector

Development of Agri-food Industrial Parks (AIP) in three provinces.
High-value crop varieties
Bilateral trade agreements with Australia on various areas

The role of private sector SMEs in strengthening economic development and the
growth of the middle class, and the potential influence of this growth on
strengthening governance and human rights.
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Government's Key Sectoral Reforms: Thinking Ahead for the Medium and Long Term

* Pentagon Strategy — Phase I: Blueprint for
Cambodia's development. Aims to transform ‘traditional
agriculture’ to ‘climate-smart agriculture’

* National Agriculture Development Policy 2022-
2030: Modernize agricultural value chain; investment in
agriculture sector.

 Cambodia Agro-Industrial Development Strategic Plan 2019-
2030: Increase exports of processed agricultural products to
15% of total export volume by 2030.

* Development of Agri-food Industrial Parks (AIP) in
three provinces.
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Key Takeaways

* For developing countries such as Cambodia, continuing to prioritize aid for
private sector development is a more strategic approach than prioritizing aid
for institutional development.

* Directing international aid towards private sector development can:

1) Contribute to the socio-
economic development of
the middle-income class.

2) Drive Economic 3) Enhance 4) pave the way for

Growth Political Stability democratization reforms

* The larger the educated and economically empowered middle class, the more
it can push a nation towards human rights and institutional development
reforms.

18



Thank You




	Slide 1:              THE IMPACT OF AUSTRALIAN INTERNATIONAL AID ON PRIVATE SECTOR DEVELOPMENT IN POST-CIVIL WAR CAMBODIA: A CASE STUDY 
	Slide 2
	Slide 3
	Slide 4: Cambodia's democratization is motivated by a combination of domestic political will and external factors.
	Slide 5: International aid has contributed to economic structural and government reforms, even sometimes facing backlash from the government.
	Slide 6
	Slide 7: Cambodia’s Economy:   Small, Open, Growing Rapidly
	Slide 8
	Slide 9: Democratization is in progress, but declining international aid is raising concerns.
	Slide 10
	Slide 11: Cambodia - Development Challenges
	Slide 12: Private sector has played a critical role in Cambodia’s development 
	Slide 13: Business climate reforms to align with regional and global trend
	Slide 14
	Slide 15: Australia aid has started to focus on private sector development through the  Cambodia Australia Partnership for Resilient Economic Development (CAPRED) 
	Slide 16: Research Indicators used to measure the outcome of aid to the private sector 
	Slide 17: Government's Key Sectoral Reforms: Thinking Ahead for the Medium and Long Term
	Slide 18: Key Takeaways
	Slide 19

