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Abstract

China’s ODA in Cambodia had been executed since the 1950s with the re-
markable evidence of the four factories’ construction in Cambodia during the
1960s, while the United States of America had also experienced providing
funds to build roads and bridges and other humanitarian reliefs in Cambodia
during the 1950s and 1960s. After the national election in 1993, foreign assis-
tance was given to Cambodia to support the economic infrastructure and to
fill the gap of government expenditure budgets of each year, since there was a
huge amount of the trade balance deficit. China has been the largest donor
and investor in Cambodia in exchange for high commitment of the country
to support the “One-China Policy” and the Belt and Road initiative right after
its commencement in 2013. Since then, Cambodia has received huge amounts
of ODA from China in several sectors, especially the transportation infra-
structure sector. This research focuses mainly on China’s ODA for transpor-
tation infrastructure development contributed to the GDP growth of Cambo-
dia by focusing mainly on the public sector foreign aid and ignoring the pri-
vate sectors (investment scheme). The researcher used a mixed-method to
analyze the data collected by using Eviews 10 with the least-squares’ method
to analyze the data. The research result showed that China’s ODA for the
transportation infrastructure development in Cambodia significantly contri-
buted to the GDP growth of Cambodia, with the scientific evident chance of
occurrence of 99.81 percent, with only a 0.19 percent-chance of error.
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1. Introduction

Foreign aid or foreign assistance is defined as the international transfer of goods,
services, or capital from a country or an international aid agency to the recipient
country or its people for three reasons: 1) to compensate for their past wrong, 2)
to secure friendships to increase their influences, secure natural resources to
cope up with their economic growth, and to expand markets for their trade, and
3) to fulfill their international obligation (Quiviger, 2020) [1]. The ODA from
the OECD countries rose remarkably to USD 161.2 billion (OECD, n.d.) [2],
while China’s ODA was estimating to go lower than USD 5.9 billion in 2020
(Kitano & Miyabayashi, 2020) [3].

Cambodia is a small and poor country located in the heart of ASEAN, was ex-
tremely invaded by neighboring countries since the 15 century, and was badly
affected by World War I, World War II, the Cold War, the French Colonization,
the Vietnam War and the Civil War for few decades. Again in the 1970s, Cam-
bodia had fallen into civil war until the 1990s. After the Paris Peace Accord in
1991, Cambodia had become independent and obtained partial peace, and has
been obtaining full peace after 1999. Went through those bad times, the human
capital, economic and social infrastructure was almost destroyed. To develop the
infrastructures, Cambodia had been facing many circumstances, lacking human
capital, and saving capital to support the economy and social needs.

Traditional donors like the United States, Japan, Australia, Germany, Sweden,
the World Bank, the Asian Development Bank (ADB), the International Mone-
tary Fund (IMF), World Foods Program (WFP), the United Nations Develop-
ment Program (UNDP), the United Nations for International Children Funds
(UNICEF), the United Nations for Agriculture Development Organization (FAO)
and some other donors had presented to help Cambodia since the 1980s, espe-
cially after the national election in 1993.

The United States of America had provided foreign assistance to Cambodia in
the 1960s approximately same amounts with China during the 1950s and the
1960s, and then cut off in response to the request of the former King Norodom
Sihanouk (Marsot, 1969) [4]. The United States provided funds as humanitarian
assistance to build roads and bridges in Cambodia in the 1960s and currently
moved apart from basic human needs to improve health and education services
through contracts and grants to private voluntary organizations, International
Organizations, and Cambodian-run organizations (USASSISTANCE, 2021) [5].

Cambodia had signed agreements for foreign assistance amounting to USD
1843.47 billion, and USD 1288.27 billion in 2018 and 2019 respectively. Through

this information, the Royal Government of Cambodia prioritized many funds to
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the infrastructure development projects which represented 87.12%, 85.39%,
63.91% for 2018, 2019, and 2020 respectively (the researcher calculated based on
the data from CPDSB, 2021) [6].

Mutual relations between Cambodia and China has been resumed after the
1991 Paris Peace Accord, and China’s Official Development Assistance (ODA)
was dramatically increased after 1998 and become the largest donor in Cambo-
dia in 1999, and the largest foreign investor in 2011. China’s ODA was reaching
USD 5.8 billion, USD 6.1 billion, and 6.4 billion in 2016, 2017, and 2018 respec-
tively (Kitano, 2019) [7], while China’s ODA in Cambodia was USD 311.11 mil-
lion, USD 327.18 million, and USD 644.8 million in 2016, 2017, and 2018 re-
spectively (CPDSB, 2019) [8].

So far until today, China keeps applying the concept of “south-south coop-
eration” in providing grants or loan funds to recipient countries, and with no
strings attached (Jakobson, 2009) [9], and abiding by the principle of “Peaceful
Co-existence” (Liu, 2014) [10]. The unconditional loan and assistance of China,
in response to the requests of recipient countries (Dreher et al, 2017) [11]. Some
recipient countries welcome and expressed their gratitude to China for the posi-
tive assistance for their countries, in which many leaders called Beijing “a relia-
ble friend” (Wan, 2018) [12], and Cambodia called “the most trustworthy friend”
(Zhou, 2019) [13]; while some recipient countries, scholars, and researchers criti-
cized China for the no string attached to its loan and assistance could be a trap
to the recipient countries (Fernholz, 2018) [14] when the countries use the loan
or assistance in an ineffective way (Easterly & Pfutze, 2008) [15]. For instance,
Burgos and Ear (2007) [16] viewed that China treats Cambodia as an important
partner for the sake of its energy self-sufficiency.

The critics of some researchers on China’s ODA as a “rogue aid” (Dreher &
Fuchs, 2015 [17]; Naim, 2009 [18]), on the other hand, some researcher de-
scribed China’s ODA as a loan trap diplomacy or payday-loan-diplomacy, or in-
frastructure war (Rowley, 2020) [19].

Since controversial concepts around China assistance, and Cambodia leaders
and high-ranking officials treat China as the closest friend, there is a question
that arises: Does China’s ODA helpful for the transport infrastructure develop-
ment and contributed to the economic growth in Cambodia?

The researcher used mixed methods of quantitative and qualitative in this re-
search and used Eviews 10 to analyze the data by using the least-squares’ me-
thod. The data collection was conducted for three months from January to
March 2021. Most of the data were collected through internet base searches, and
collected from newspapers, websites, blogs, bulletins, and the RGC’s periodic
reports, by focusing on the public sector.

The transportation infrastructure development here refers to the road, bridge,
and airport construction, renovation, expansion, and the expansion and capacity
upgrading of the ports.

This research is structured as follows. The first section is an introduction, the
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second section is the Background of the study, the third section is China’s ODA
for the transportation development in Cambodia, and the fourth section is Dis-

cussion and Conclusion.

2. Background of the Study

2.1. Why Has Cambodia Been in Need of External Assistance?

First, confirm that you have the correct template for your paper size. This tem-
plate has been tailored for output on the custom paper size (21 cm * 28.5 cm).

Had gone through internal conflict and greatly invaded by the neighboring
countries for more than four decades since the 15th century, and badly impacted
by World War I, World War II, and later on fallen under the French’s colonial-
ism since 1863, Cambodia was greatly suffered during those bad periods. Again,
during the Cold War Cambodia suffered from the Great Power competitions
pushed Cambodia to fall into the Civil War for almost four decades. To restore
her economy, Cambodia has struggled for a long time since most of the human,
economic and social infrastructures were destroyed, especially lacking saving to
develop the country, in which foreign development assistance was the only way
to breaking this gap.

Among all donors, only the United States of America and China experienced
almost the same period since the 1950s and also the same amounts in providing
foreign assistance to Cambodia, but the United States of America cut off their
foreign assistance during the 1960s in response to the request of Cambodia
(Marsot, 1969) [4]. Moreover, China was the backed supporter of the People
Democratic Kampuchea, which 1.7 million people were killed during the evil
times (Heng, 2018) [20]. The relations between Cambodia and China were cut
off from 1979 to 1990 and have been resumed after the Paris National Peace Ac-
cord in 1991.

2.2. Who Have Been the Main Foreign Aid Providers for
Transportation Infrastructure Development in Cambodia?

After the bilateral relations between the two countries have been reconnected in
the 1990s, China has become the largest donor in Cambodia in 1999 for USD
257 million pledging assistance, and the largest investor in Cambodia for the
sum investment capital of USD 8.8 billion in 2011 (Heng, 2018) [20]. Since the
inception of the Belt and Road initiative by China’s leader Xi Jingping in 2013,
Cambodia fully supports the initiative BRI and associated projects present great
benefits for Cambodia, especially the concrete transport infrastructure and con-
nectivity development have been observed in Cambodia (Sok, 2019) [21].

Only a few donors helped Cambodia to construct and renovate transportation
infrastructure including the World Bank, the Asian Development Bank, Japan,
and China. China is not only the biggest donor in transportation infrastructure
development in Cambodia, but also the largest economic influencer, the largest

foreign investor, the largest trading partner, the largest buyer of Cambodian’s
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rice, and the largest source of tourist in the country (Sok, 2019) [21].

By 2018, China’s ODA in Cambodia was reaching USD 5800 million and the
balance or the debt owed to China was USD 3418.91 million. By mid of 2019,
China’s ODA represented 48 percent of the total foreign debts of Cambodia, to-
taling USD 7.22 billion (IDI, 2020) [22]. According to the Ministry of Economy
and Finance in the updated report of the Cambodia Public Debt Statistical Bulle-
tin (CPDSB), Cambodia owed to China USD 269 million and 317 million in
2019 and 2020 respectively (CPDSB, 2021) [6].

2.3. Conclusion

When we are talking about foreign assistance in Cambodia, no one can ignore
the presence of China’s ODA, since almost fifty percent of the ODA was the
contribution of China. China has become the major player in Cambodia both in
foreign development assistance and foreign direct investment since 1998, be-
came the largest donor in 1999, and became the largest foreign investment in
2011. Below we look more detail on China’s foreign assistance in Cambodia by
focusing mainly on the transportation infrastructure development in the coun-
try. The accumulated public external debt owed to all donors as of the year-end
of 2020 was USD 15,039.14 million, while the amount owed to China was USD
5255.26 million represented 34.94 percent of the total foreign public debt
(CPDSB, 2021) [6].

3. China and the Development of Transport Infrastructure
in Cambodia

The amounts of foreign assistance to Cambodia has been significant growth
since 1998 by focusing mainly on the economic infrastructure, and infrastruc-
ture projects base on the request and priority of the recipient countries, no string
attached, no political pressure, and no internal issues interfere over the recipient
countries (The State Council Information Office of the People’s Republic of
China, 2011 [23]; 2014 [24]; 2021 [25]).

Cambodia road infrastructure comprises more than 44,000 kilometers, almost
12 percent is a national road, more than 14 percent in the provincial road, and
almost 75 percent in the rural or territory road. Along each road, there are some
small or medium scale bridges, and there are 16 large-scale bridges were con-
structed and put into operations as of 2020. There are four airports are operating
in Phnom Penh, Siem Reap, Sihanoukville, and Koh Kong. But there are four
more airports to be constructed soon like Battambang airport, Mondulkiri air-
port, Kampong Chhnaing airport, and Poipet airport. Among all the transporta-
tion infrastructure of Cambodia, China has funded to construct more than 3000
kilometers of national roads, 8 large-scale bridges, for a length of 8200 meters.
China has equipped some technical equipment and enlarged the capacity of the
Sihanouk Autonomous Port and the Phnom Penh Autonomous Port.

The transportation improvement projects are crucial for Cambodia, that why
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the Royal Government of Cambodia is regarded as the fundamental issues and
prioritize for submission loan funds and grants. Upon the requests of the RGC,
China’s ODA in Cambodia for infrastructure development has become signifi-
cant since 1998, and as of 2020, total amounts of USD 6.38 billion were executed
in several sectors and out of the amounts 72.57 percent went to the transporta-
tion infrastructure development amounting to USD 4.63 billion to build 3381
kilometers of roads, 8200 meters of large scale bridges and five airport and port
projects. The 24 projects of road construction and renovation amounting to
USD 2.3 billion, 8 large-scale bridge projects amounting to USD 0.76 billion, and
5 airport and port development projects amounting to USD 1.57 billion.

Base on the report of the World Bank, more than 75 percent of the road
structure in Cambodia are rural road, and only 5% of the roads were paved (Bou
& Keyes, 2020), but base on the research finding of Chet Vathanak, 8 percent of
the national roads and provincial roads were paved as of 2020 (Chet, 2021) [26].

3.1. Road and Bridge Infrastructure Development

Base on the data from the CDC, Cambodia’s transportation infrastructure com-
bines of 44,709 kilometers road network, comprising 5263 kilometers, 6441 ki-
lometers, and 33,005 kilometers of the national roads, provincial roads, and ter-
ritory roads respectively (CDC, n.d.) [27].

Chet Vathanak cited from the (Fresh News, 2021) [28] Cambodia has bor-
rowed loan funds from China for transportation infrastructure development
amounting to USD 2.8 billion as of April 2021, and used USD 2.5 billion to con-
struct 29 lines of roads for the length of 2888 kilometers, and 8 large-scale
bridges for the length of 8200 meters (Chet, 2021) [26].

By 2020, China has helped to construct new national roads and to repairs ex-
isting roads for more than 3000 km approximately 57% of all national roads, in-
cluding 1-digit, 2-digit, 3-digit, and 4-digit national roads (Thou, 2020) [29].

According to the definition set by the Ministry of Public Works and Trans-
ports of Cambodia, China helped to construct and renovate roads in Cambodia
at least 24 projects by focusing mainly on the national roads with one and two
digits, and the provincial roads. The data showed that China financed 60% and
54% for construction and renovation of the national road with one and two di-
gits respectively, and contributed 61% if we combined the national roads with
one and two digits together. China contributed only 3% to construct and reno-
vate provincial roads in Cambodia. Further, if we combined all national roads
with one digit and two digits with provincial roads, China contributed 31% to
the road construction and renovation in Cambodia. Overall, China has contri-
buted to financing 8% of road construction and renovation in Cambodia from
2003 to 2019.

Among the sixteen large-scale bridges in Cambodia, China funded to construct
eight bridges represented 50 percent of all large-scale bridges in Cambodia.

Among all funds financed to build those bridges, concessional loans represented
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almost 98 percent and another more than 2 percent as an interest-free loan, with
total loan amounts of more than USD 718 million from 2003 to 2019. The dis-
tributions of China represented 50 percent of the total large-scale bridges in

Cambodia in terms of numbers, and 47 percent in terms of lengths.

3.2. Airport and Port Infrastructure Development

Through the research and observation of the researcher, there were four airports
and 2 ports were financed by China’s ODA for the construction, expansion, ca-
pacity upgrading, and technical equipment. The said four airports including the
construction of the new international airport of Phnom Penh, the construction
of the new international airport in Koh Kong (Dara Sakor airport), the expan-
sion of Siem Reap international airport, and the construction of the new airport in
Mondolkiri. China’s ODA for ports including the container scanning machines
supplied to the Preah Sihanouk Autonomous Port, and the expansion of the Phnom
Penh Autonomous Port. As of 2020, the total of China’s ODA for the airport and
port development in Cambodia amounting to USD 2.35 billion (Table 1).

The regression runs in Eviews 10 with the least-squares method and the result

interpret in the model of:

Table 1. China’s ODA for transportation development in Cambodia.

Year CNODA GDP
2003 28,800,000 4,658,246,918
2004 15,971,612 5,337,833,248
2005 - 6,293,046,162
2006 - 7,274,595,707
2007 215,837,248 8,639,235,842
2008 545,504,492 10,351,914,093
2009 103,748,196 10,401,851,851
2010 61,869,606 11,242,275,199
2011 262,384,868 12,829,541,141
2012 239,664,225 14,054,443,213
2013 94,827,653 15,227,991,395
2014 156,627,530 16,702,610,842
2015 145,623,188 18,049,954,289
2016 - 20,016,747,754
2017 862,144,928 22,177,200,512
2018 1,129,012,130 24,571,753,583
2019 3,004,347,826 27,089,389,787
Total 6,866,363,501 234,918,631,536

(Source: The researcher used the collected data from (the World Bank, n.d. [30]; Macrotrends, n.d. [31])

and other relevant sources to generate the table using Pivot Table in Ms. Excel 2013 spreadsheet).
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GDP=a+bCNODA +e

Through the result, the equation of the regression model can be illustrated as:

GDP =1.12 + 6.388 CNODA

If CNODA increases by 1 unit then the GDP increases by 6.388 units, assum-
ing the economy comprises of only one factor, with the chance of error of 0.19
percent (less than 5 percent). Since the chance of error (0.19 percent) is less than
5 percent, the independent variable (CNODA) is significant. On the other hand,
the probability of the F-statistic is also equal to 0.19 percent is less than 5 per-
cent, the correlation between the independent and dependent variables is signif-

icant, so the regression result is significant (Table 2 and Figure 1).

Table 2. The correlation between CNODA and GDP in Cambodia.

Dependent Variable: GDP
Method: Least Squares
Date: 05/12/21 Time: 09:20
Sample: 2003 2019
Included observations: 17

Variable Coefficient Std. Error t-Statistic Prob.

C 1.12E+10 1.40E+09 8.006971 0.0000

CNODA 6.388449 1.700259 3.757339 0.0019
R-squared 0.484848 Mean dependent var 1.38E+10
Adjusted R-squared 0.450504 S.D. dependent var 6.81E+09
S.E. of regression 5.05E+09 Akaike info criterion 47.63217
Sum squared resid 3.82E+20 Schwarz criterion 47.73019
Log likelihood —402.8734 Hannan-Quinn criterion 47.64191
F-statistic 14.11759 Durbin-Watson stat 0.344056

Prob (F-statistic) 0.001902

(Source: The researcher generated the table from Eviews 10).

3.0E+10 ~
Forecast: GDPF
g Actual: GDP
2:5E+101 Forecast sample: 2003 2019
Included observations:17
2.0E+10 A Root Mean Squared Error ~ 8.76E+08
Mean Absolute Error 6.99E+08
1.5E+10 4 Mean Abs. Percent Error  6.847883
Theil Inequality Coefficient 0.028614
Bias Proportion 0.000000
1.OE+10 4 Variance Proportion 0.004434
Covariance Proportion  0.995566
5.0E+09 Theil U2 Coefficient 0.743151
Symmetric MAPE 6.712516
0.0E+00

T T T T T T T T T T T T T T T T
2004 2006 2008 2010 2012 2014 2016 2018

| — GDPF ---- +2 S.E. |

(Source: The researcher generated the graph from data collected by using Eviews 10).

Figure 1. The Projection of GDP growth affected by the CHODA.
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4. Discussion and Conclusions

The transport infrastructure is the main channel to boost up economic growth
and alleviate poverty in all countries, especially Cambodia. Significant evidence
of the help of China’s ODA in Cambodia remarkably in the stable economic
growth of Cambodia after 1998 the same period with China’s ODA growth stea-
dily and became the main funder and investor in Cambodia. With the produc-
tive help from China and other related donors including the World Bank, ADB,
Japan, South Korea, almost 4000 kilometers of road were paved, about 10 kilo-
meters of large-scale bridges long were already constructed and renovated, and
some more bridges along the national and provincial roads were also con-
structed and renovated.

Base on the above information, about 30 percent of the national roads and
provincial roads in Cambodia were paved and renovated under the fund support
from China’s ODA, 50% percent of large-scale bridges in Cambodia were con-
structed under the fund support from China’s ODA, and almost all construction
and expansion projects of airport and port in Cambodia were also implemented
under the financial support from China.

The research result can be summarized that China’s ODA significantly con-
tributed to the economic growth in Cambodia with the chance of happening of
99.81 percent, keeping the other factors remain constant.

The researcher strongly supported the well-known Economist Jeffrey Sachs
that China’s ODA breaking the shortage of savings in Cambodia, and helped to
boost up and stabilize the economic growth in Cambodia. There was no enough
evidence to support the William Easterly concept since the transport infrastruc-
ture development in Cambodia much contributed to the economic growth and
fairly contributed to the rich and the poor in the country.

Further studies should be conducted on the effectiveness of China’s ODA and
its composition in Cambodia, especially to clarify the doubtful statement “infra-
structure war” raised by Anthur Culvahouse, the former Ambassador of the

United States of America to Australia.
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