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World Bank Trade
Program in Cambodia
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World Bank Trade Program in Cambodia

Since 2009, the World Bank office in Phnom Penh, Cambodia,
has been managing a multi-donor trust fund (MDTF) for
Trade and Trade-Related Assistance. This MDTF is an
ambitious and integrated country trade program
supported by the World Bank and currently co-funded
by the European Union (EU) and the United Nations
Industrial Development Organization (UNIDO). As of
October 2013, the MDTF was valued at US$21.5 million
and the program is currently expected to run until the end
of 2015. In its entirety the program is known as Trade-Re-
lated Assistance for Cambodia, or TRAC.

An affiliated trade project comprises a National Single
Window (NSW) Non-lending technical assistance activity,
financed by the World Bank’s Global Trade Facilitation
Facility. This additional financing will assist the RGC to
play a major role in furthering the Government’s wider
trade facilitation and national competitiveness agenda. In
addition, the program also now includes a gender equality
component drawing from World Bank regional funds. This
will help the RGC to map the gender dimensions of trade
in Cambodia, and understand linkages between a more
open trade policy and gender.

TRAC aims to assist the Royal Government of Cambodia
(RGQ) in designing and implementing what is known as
a Trade Sector-Wide Approach (Trade SWAp). A Sector-
Wide Approach (SWAp) is an approach that brings
together a government with development partners and
other stakeholders within a sector—in this case in Trade. It
is characterized by a set of operating principles rather than
a specific package of policies or activities. The approach
involves moving over time under government leadership
towards: broadening policy dialogue; developing a single
sector policy (that addresses private and public sector
issues) and a common realistic expenditure program;
common monitoring arrangements; and more coordinated
procedures for funding and procurement.
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The Cambodia Trade SWAp's priorities are spelled out in
Trade SWAp Roadmaps. The Roadmaps are a mid-term
(3.5 years) strategic framework to guide, coordinate,
manage, and monitor implementation of trade reforms.
They help the RGC to improve ownership of the reform
agenda, and development partners (DPs) to coordinate,
align and harmonize their programs in Trade.

Under TRAC (recipient-executed component), any govern-
ment agency or private sector organization can compete
to obtain funding to implement project activities that
contribute to achieving the objectives set out in the Trade
SWAp Roadmaps. Each proposal is examined by the RGC
Implementing Committee and the Sub-Steering Committee
for Trade Development and Trade-related Investment,
where DPs are also represented. Procurement and
disbursement is under the responsibility of the Ministry of
Commerce (MoC), with fiduciary supervision by the World
Bank. This ambitious program design has contributed
substantially to improving the institutional capacity of the
MoC'’s Department for International Cooperation (DICO),
which has taken over full ownership of Trade SWAp.

Analytical Work Undertaken by TRAC

Under the Bank-executed MDTF, in order to provide the RGC
with strong analytical underpinnings for policymaking
in Trade, various analytical work in the trade sector has
been undertaken and finalized, the most important of
which is in the following areas:

1. Logistics: Transport and Trade Facilitation Assessment;
Corridor Assessment and Trade Process Mapping

2. Investment Climate Assessment (in cooperation with

ADB)

Study on Special Economic Zones

Study on Tax Incentives

Analysis of the Trade Services Sector

Support to the Cambodian Chair of ASEAN

Foreign Investor Perception Survey
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The TRAC MDTF has also supported RGC efforts in a number
of crucial areas in the Trade sector, four of which are
highlighted below:

Improving Border Procedures and Logistics

Cambodia has made significant progress in streamlining
border procedures, including automated Customs
operations. This has led to an outstanding improvement
in the country’s World Bank Logistics Performance
Indicator (LPI) ranking, which jumped 28 places to 101
in 2012. With much of the hard infrastructure in place at
Customs posts, further improvements in Cambodia’s
logistics will come from soft enhancements of border
procedures, improvements in domestic regulations,
implementation of trade agreements with neighboring
countries, and the introduction of the Cambodian
National Single Window (CNSW), which will in turn be
finally linked to the ASEAN Single Window. Also, new
risk-based management approaches are being used at
Customs points to help make trade faster, simpler, and
most importantly, lower cost.

Implementing Reforms to Integrate into the
ASEAN Economic Community

As the ASEAN Economic Community (AEC) gains traction,
so Cambodia will need to prioritize reforms that lead to
the implementation of Cambodia’s commitments to the
AEC. Such reforms need to include improvements in
the areas of Non-Tariff Measures (NTMs), Standards and
Conformance Assessments, Trade Facilitation, and
Transparency of Trade Information. Much work remains
to be done in these areas, but the TRAC MDTF is helping
the RGC to tackle the necessary reforms needed to bring
Cambodia into compliance with its AEC commitments.
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Supporting Investment and Expansion in
SEZs

In Cambodia’s new and rapidly expanding special
economic zones (SEZs), diversification of the manufacturing
base is happening apace. This is an important Trade
sector objective, to reduce Cambodia’s dependence
on low-end garment manufacturing and lower-growth
agricultural exports. However, moving into new export
industries requires a talented workforce. This is placing
demands on the supply of the necessary skilled labor for
these new industries. There is a need to support
Cambodia’s development of a more diversified workforce,
with help in identifying areas where skills are lacking and
measures for addressing those gaps. The hope is that by
filling these requirements for skilled labor the RGC will be
contributing towards significant quality job creation.

Increasing Milling Capacity and Improving
Export Procedures to Boost Exports of
Processed Rice

Cambodia has great potential as a major rice exporter
and has set an ambitious target of achieving annual rice
exports of 1 million tons by 2015. As such, Cambodia’s
rice exporters need to be encouraged to seek private
investment in larger and more efficient rice mills and
rice-polishing factories, and also to curtail the flows of
unprocessed rice to its neighbors. Larger and more
efficient rice-milling capacity and rice-polishing factories
also need to be coupled with efforts on the part of the
RGC to reduce costly bureaucratic hurdles to rice exports
and improve logistics corridors for rice shipments. The
TRAC MDTF is helping in this regard and encouraging the
reforms necessary so that Cambodia can make the most
of its rice-exporting potential.
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The World Bank Office
No.113 Norodom Blvd. Phnom Penh Cambodia
Tel: (855 23) 861 300 | Fax: (855 23) 861 301/302
Visit our website: http://www.worldbank.org/cambodia

For further information, please contact:

Julian Clarke
Senior Trade Economist
(jclarkel@worldbank.org)

Vannara Sok
Operations Officer
(vsok@worldbank.org)

Funding for the Trade Related Assistance Cambodia
Multi-Donor Trust Fund from the EU, DANIDA and UNIDO
is gratefully acknowledge
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