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Hing Vutha, research associate at CDRI, reviews 

salient features of the Framework Agreement on 

Comprehensive Economic Cooperation between 

ASEAN and China with particular emphasis on 

the Early Harvest Programme (EHP), and explores 

opportunities, challenges and poverty implications of 

this agreement from the perspective of Cambodia.*

enhance economic trade and investment cooperation and 

covers cooperation in goods, services and investment 

promote greater specialisation, increase economic 

remains uncertain. Little information and research are 

FTA for Cambodia.

some of the economic opportunities, challenges and poverty 

implications for Cambodia. It is primarily based on CDRI’s 

-

Features of Framework Agreement

-

ic Cooperation covers trade in goods, services and in-

and enhancing economic, trade and investment coopera-

tion, (2) progressively liberalising and promoting trade 

areas and developing appropriate measures for closer 

economic cooperation and (4) facilitating a more effec-

and bridging the development gap among the member 

should have mutually agreed upon reduced or eliminated 

tariffs over a period from 1 January 2005 to 2010 for 
1 and China, and until 20152 for CLMV

4 products are those submitted 

-

ent from the normal schedule, but must also be mutually 

-

substantial coverage in the service sector. The negotia-

-

-

sively eliminating all discrimination of trade in services 

depth and scope of liberalisation of trade in services. It 

also enhances further cooperation in services to improve 

-

ply and distribution of services. 

negotiate to liberalise progressively the investment re-

gime, (2) strengthen cooperation in investment, facilitate 

investment and improve transparency of investment rules 

-

vestments.

The Early Harvest Programme

To accelerate the reduction and elimination of tariffs on 

other animal products, (6) live trees, (7) edible vegetables 

and (8) edible fruits and nuts. In terms of tariff reduction 

to be divided into three categories according to the Most 

Favoured Nation (MFN) tariff rate set by each country.*
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5 percent (inclusive) and 15 percent (inclusive). For 

-

Economic Relationship between Cambodia and China

-

November 2002, Cambodia concluded an investment 

agreements have stimulated an expansion in trade and in-

Cambodia-China Trade

-

Cambodia exports natural-resource-based and agri-

-

tured products from China, such as textiles and apparel, 

-

ment, foodstuffs and vehicles. The largest of Cambodia’s 

half of the total, and valued at $15 million in 2004. Other 

imports from China, reaching $286 million in 2004. The 

second largest import from China is machinery and elec-

seafood, iron and steel, iron and steel articles, ceramic 

products and vehicles.

Country No later than 

1 Jan. 2004

No later than 

1 Jan. 2005

No later than 

1 Jan. 2006

No later than 

1 Jan. 2007

No later than 

1 Jan. 2008

No later than No later than 

1 Jan. 2010

Product Category 1

Cambodia 20% 15% 10% 5% 0%

Lao PDR 20% 14% 8% 0% 0%

Myanmar 20% 14% 8% 0% 0%

Vietnam 20% 15% 10% 5% 0% 0% 0%

Product Category 2

Cambodia 10% 10% 5% 5% 0%

Lao PDR 10% 10% 5% 0% 0%

Myanmar 10% 10% 5% 0% 0%

Vietnam 10% 10% 5% 5% 0% 0% 0%

Product Category 3

Cambodia 5% 5% 0-5% 0-5% 0%

Lao PDR 5% 5% 0-5% 0% 0%

Myanmar 5% 5% 0-5% 0% 0%

Vietnam 5% 5% 0-5% 0-5% 0% 0% 0%

(2) For the newer ASEAN Countries

(1) For China and the ASEAN Six

Product

Category

Not later than 

1 Jan. 2004

Not later than 

1 Jan. 2005

Not later than 

1 Jan. 2006

Category 1 10% 5% 0%

Category 2 5% 0% 0%

0 0 0

Figure 1: Cambodia’s Trade with China

Source: Customs and Excise Department, TradeMap (ITC)

0

100

200

300

400

500

600

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Total trade Exports
Imports



7

CAMBODIA DEVELOPMENT REVIEW                     VOLUME 10, ISSUE 1, JANUARY-MARCH 2006

-

-

the largest item in this category, valued at $725,000 in 

Cambodia imports from China products categorised in 

chapter 7 (edible vegetables) and chapter 8 (edible fruits 

-

est commodity in these categories, valued at $720,000 in 

2004. Other products include apples, dried mushrooms 

Investment

of Cambodia’s foreign direct investment (FDI), investing 

-

vestment areas are infrastructure construction, garments, 

textiles and agricultural development. Garments are the 

-

-

from China.

Implications for Cambodia

According to economic theory, an FTA offers advantages 

to all member countries, ranging from greater economic 

economic areas, such as promoting peace and stability. 

-

duction of tariffs and elimination of non-tariff barriers, is 

the same time, there is no trade liberalisation scheme that 

Opportunities

For Cambodia, the most important opportunity associat-

-

Second, the FTA may attract more FDI to Cambodia 

-

-

-

edge-intensive industries. Basic and labour-intensive 

manufacturing sectors are expected to move to less de-

-

labour-intensive manufacturing. Garment manufacturing 

Table 1: Cambodian Trade with China in Products Covered by EHP, 2002–04 (in US$)

Product Code 2002 2004

including boiled in shell 

176,000 725,000

520,000

010600 Live animal 64,000 40,000

Crustaceans, not frozen, in shell or not, including 

boiled in shell 

1,000 18,000

Imports

Garlic, fresh or chilled 526,000 720,000

080810 Apples, fresh 48,000 287,000

prepared

0 42,000

080820 5,000

0 16,000

Vegetables and mixtures dried, but not further 

prepared

222,000 81,000

Source: TradeMap (ITC)
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and agro-industry have high potential to attract FDI from 

Third, the elimination of tariffs and non-tariff bar-

specialisation. In terms of trade structures and patterns 

a high potential for Cambodia to export to China many 

shrimps and live animals). Cambodia could probably 

also diversify into agricultural exports such as soybeans, 

mung beans and cassava. 

a number of non-economic opportunities. These could 

include a strengthening of relations and cooperation in 

treatment and technical assistance from China.

Challenges

-

build supply-side capacity to better compete in the re-

small and medium enterprises, by reducing the costs 

capacity of public institutions to coordinate and imple-

ment policies that promote the productive capacity of 

private enterprises. 

Another concern for Cambodia is the potential nega-

tive impacts of trade liberalisation on domestic produc-

contract as a result of competition. This may cause un-

-

-

of ineffective domestic producers may trigger short-term 

costs in terms of lost jobs, lost income and movement 

into poverty.

agreement include concerns over the loss of government 

policy more volatile and less secure.

Some Poverty Implications

-

ceives the agreement as an opportunity to promote eco-

-

tioned, trade liberalisation schemes under this agreement 

and are expected to have both positive and negative im-

-

-

especially in the rural sector, participate in trade-oriented 

activities, such as supplying export goods or labouring in 

competitive sectors and associated jobs. 

-

tant to the Cambodian agricultural sector in general, 

and farmers in particular. Most Cambodian farmers are 

-

ductivity and earn their living by supplying products 

Cambodian negotiators have included 250 tariff lines for 

cabbages, lettuce, carrots, turnips, beans, coconuts, pine-

apples, guavas, mangoes, mangosteens, oranges, melons, 

caused by imported goods. In addition to such a minimal 

government policy and intervention measures that aim to 

Table 2: Cambodia Foreign Investment, 1995–2004 (US$ million)

2000 2001 2002 2004

Total Investment 767 744 854 448 218 205 250 210

FDI 578 556 160 140 145 65

Investment from China 105 46 28 5 24 77

5 16 12 0.7 1.7 7

Source: Cambodia Investment Board, CDC

continued on page 12


