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CAMBODIA

BACKGROUND: Nominally a democracy, Cambodia has been ruled by former Khmer Rouge member 
Prime Minister Hun Sen since 1985. The general election victory of Hun Sen’s Cambodian People’s Party in 
2013 was hotly contested by the opposition Cambodia National Rescue Party. In July 2014, after Hun Sen 
promised to initiate electoral reform, both parties agreed to suspend protests and reconvene government. 
Those reforms were only partially implemented. In 2016, democracy was in retreat. Opposition leaders have 
been silenced, government security forces allegedly beat up opposition parliamentarians, and at least 27 
people are being held as political prisoners. Cambodia’s economy remains heavily dependent on tourism 
and apparel assembly.

Cambodia’s continuing efforts to integrate more fully into 
the global trading framework have contributed to high 

growth rates. Public finance is sound, with modest deficits and 
a moderate level of debt. Promotion of foreign investment and 
expansion of small and medium-size enterprises are import-
ant priorities.

However, lingering institutional weaknesses hold back the 
emergence of a more dynamic private sector. Weak property 
rights and pervasive corruption continue to constrain economic 
freedom, and institutionalization of a more independent judicial 
system remains a key area for reform. The rigidity of the formal 
labor market is partly responsible for the existence of an under-
ground dual labor market.

NOTABLE SUCCESSES:
Government Size, Monetary Stability, 

and Trade Freedom

CONCERNS:
Rule of Law, Business Freedom, and 

Financial Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

+1.0

POPULATION: 
15.5 million

GDP (PPP): 
$54.2 billion
6.9% growth in 2015
5-year compound 
annual growth 7.2%
$3,488 per capita

UNEMPLOYMENT: 
0.5%

INFLATION (CPI): 
1.2%

FDI INFLOW: 
$1.7 billion

PUBLIC DEBT: 
33.6% of GDP
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Property rights are regularly abused in the name 
of development. Powerful politicians, bureaucrats, and 
military officers have used state-sanctioned seizures 
to grab an estimated 12 percent or more of Cam-
bodia’s land. The judiciary is politicized and marred 
by inefficiency, poorly trained judges, and a lack of 
independence. Corruption remains a serious obstacle 
to economic development and social stability.

The top individual income and corporate tax rates 
are 20 percent. Other taxes include an excise tax and 
a value-added tax. The overall tax burden equals 13.4 
percent of total domestic income. Government spend-
ing has amounted to 19.9 percent of total output (GDP) 
over the past three years, and budget deficits have 
averaged 1.1 percent of GDP. Public debt is equivalent 
to 33.6 percent of GDP.

Measures to modernize commercial codes and 
facilitate private-sector development have been imple-
mented in recent years. All sectors of the economy are 
open to foreign competition and investment. Labor 
force participation is high, but many jobs are informal. 
In 2016, drought conditions led the government to 
introduce de facto subsidies by exempting agricultural 
products from the value-added tax.

Trade is extremely important to Cambodia’s econ-
omy; the value of exports and imports taken together 
equals 142 percent of GDP. The average applied tariff 
rate is 4.9 percent. New foreign investment may be 
screened by the government. Privatization and consol-
idation have gradually improved the efficiency of the 
banking sector. Banking has become more market-ori-
ented, and credit to the private sector has increased.
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