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INTRODUCTION

Over the last 25 years, since achieving full peace, national unity,
and territorial integrity through the Win-Win Policy of Samdech
Akka Moha Sena Padei Techo HUN SEN, the Royal Government
of Cambodia (RGC) successfully implemented the Triangular
Strategy and the Rectangular Strategy in four distinct phases.
These achievements have resulted in commendable progress in all
sectors, including politics, society, and economy enabling Cambodia
to proudly renew its image.

Once war-torn, and known as a killing field, an insecure area and a
dreaded minefield, Cambodia has emerged as a peaceful and
independent sovereign state with rule of law and political stability,
in accordance with the principles of liberal multi-party democracy
under the blessings of the Most Revered His Majesty the King.
Once politically and economically embargoed and isolated, Cambodia
is now fully integrated into regional and global structures and
architectures, and has played an important role in maintaining
regional and global order, as well as safeguarding the world peace.
Millions of Cambodian people have been lifted out of poverty,
enjoying decent livelihoods, being educated, enjoying better welfare,
and life expectancy being significantly increased.

Cambodia's economic base has shifted from one that relied almost
entirely on traditional agriculture to one with a broad and robust
economic base that is attractive to new and high value-added
industries. Once plagued by chronic cash shortage crisis and relying
almost entirely on international aids for survival, the country now
enjoys full financial autonomy and ownership in determining its
fate and future. The tangible and intangible Khmer cultural heritage
that was stolen, lost, or damaged during the war, is now being
revived and restored as national and world heritage, and some of
which have been returned from overseas to the motherland after
due verification and recognition of their origins. Recent major
achievements of the RGC, such as the successful management of
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the COVID-19 pandemic; its success in assuming the ASEAN
chairmanship for the third time in its history, and the physical
hosting of the ASEAN Summits and Related Summits in the
immediate aftermath of the COVID-19 crisis; as well as its
success in hosting the 32" Southeast Asian Games and the 12
ASEAN Para Games, are also among the undeniable proofs of
Cambodia's proud progress.

Overall, the Triangular Strategy and the Four-Phase Rectangular
Strategy have played a prominent role as Cambodia’s socio-
economic development policy agenda. They have provided a
common framework for building a strong and independent state
institution, whose governance systems are regularly modernized to
make them more comprehensive, resilient, and efficient; and a
framework for the rapid socio-economic development, that is
recognized by both the region and the world. These strategies have
been especially instrumental in transforming Cambodia into a
lower middle-income country in a short period of time, with high
economic growth and rapid poverty reduction, as well as
successful regional and global integration.

The commendable successes outlined above are the results of the
RGC'’s resolute efforts to put national and public interests above
all else and to implement regular reforms with the support from
development partners and stakeholders, as well as active
participation of the people from all walks of life. These efforts and
participation have also laid a solid foundation for Cambodia to
firmly maintain peace and political stability, strengthen its
ownership over the nation's destiny, and promote the prosperity of
its people to these days.

Cambodia's nation-building process is currently entering a new
phase in an increasingly changing, difficult and uncertain world.
Cambodia will face new challenges in its endeavors to transition
to a high-income country and regularly needs to adapt to changing
global trends. These challenges require a strong focus on enhancing
leadership and institutional capacity at all levels, as well as
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ensuring sound policies, practical implementation capacity, results,
and accountability. In this context, priority work directions include:
strengthening governance, efficiency, and institutional capacity;
supporting growth and economic modernization; creating jobs,
both quality and quantity; promoting the private sector and
entrepreneurship; building human capital with a particular focus
on the quality of education, health services, and social ethics;
promoting social protection and people’s welfare, especially for
at-risk families and vulnerable groups; strengthening the quality of
urbanization, in particular narrowing the urban-rural gaps; strengthening
environmental sustainability and climate change response; and
driving digital transformation, both socially and economically.

Against this background, consideration on the next phases of
socio-economic development agenda shall focus on achieving the
Cambodia Vision 2050, building on the experiences and
achievements of the past 25 years and the assessments of the next
25 years, by formulating implementation strategies for the next
five phases. In the past, the Triangular Strategy and the Four-
Phase Rectangular Strategy can be considered as a cycle of
nation-building that focused on restoring and rebuilding the
country in the post-war period, maintaining peace and social order,
integrating into regional and global structures and architectures,
enhancing development and stability of socio-economic development,
and improving people’s livelihoods. The next 25 years will be a
new cycle for Cambodia, and the country aspires to take its national
pride to new heights as it did during the Angkor era, by building a
nation that is strong, vital, glorious, and prosperous, and to
become a high-income country by 2050.

Within the framework of this outlook, and in accordance with the
Political Platform of the Seventh Legislature of the National
Assembly, the RGC launches the Pentagonal Strategy-Phase I
for Growth, Employment, Equity, Efficiency, and Sustainability
by continuing to focus on ensuring performance efficiency through
the implementation of the analogical approach related to good
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governance, namely “self-reflection, showering, scrubbing,
treatment, and surgery,” as well as the implementation of the
Dynamics of Stakeholder System. In addition, the Pentagonal
Strategy-Phase I adopts five key priorities, namely People,
Road, Water, Electricity, and Technology. Here, technology
refers especially to digital technology to address the 4" Industrial
Revolution and accelerate the digital transformation of Cambodia’s
economy and society, as well as to meet the needs for enhancing
economic productivity. These are important foundation and means
for achieving the Cambodia Vision 2050. This strategy’s primary
objectives are to maintain the momentum of peace, economic
growth, and development, while establishing the foundation to
accelerate development of the country through building resilience
in five priority sectors: public sector, economic sector, financial
sector, human and social capital sector, and environmental sector
and response to climate change.

Overall, the Political Platform of the Royal Government of the
Seventh Legislature of the National Assembly and the Pentagonal
Strategy-Phase I will jointly provide a comprehensive policy
framework for formulating the National Strategic Development
Plan (NSDP) 2024-2028, Sectoral Development Plans, and other
related plans, with clear key performance indicators (KPIs) and
timeframes. The Pentagonal Strategy-Phase I has additional role
as an implementation-guiding document to give directions to all
relevant stakeholders, in line with the approach of “Dynamics of
Stakeholders System.” It will also include the mechanisms for
expediting implementation and for monitoring and evaluation.

In this context, the Pentagonal Strategy-Phase I is the socio-
economic policy agenda of the Political Platform of the Royal
Government of the Seventh Legislature of the National
Assembly, under the umbrella of the Constitution of the Kingdom
of Cambodia and the blessings of the Most Revered His Majesty
the King of Cambodia.

4 “Pentagonal Strategy - Phase I, the Royal Government of the Seventh Legislature of the National Assembly



Unofficial translation

PART I

1.1. Major Achievements Over the Past 25 Years

Cambodia has achieved significant progress and transformation in
all areas, including politics, security, social order, and socio-
economic development, despite being confronted with changing
political landscape and new challenges related to severe public
health crisis and acute global geo-political conflicts, along with
global economic uncertainty, threats to national sovereignty and
territorial integrity, recurring natural disasters, and the necessity
for responding to the needs of people from all walks of life.
Through the implementation of the Triangular Strategy and the
Four-Phase Rectangular Strategy over the past 25 years, the
RGC has made the following major achievements:

Political and Diplomatic Aspects

Through the Win-Win Policy, Cambodia has achieved and
maintained the sustained full peace since the end of 1998, and
firmly safeguarded sovereignty, social order, security, social
safety, and political stability, by firmly adhering to the principles
of rule of law and liberal multi-party democracy; strengthening
internal unity; successfully thwarting various plots to overthrow
its legitimate government; safeguarding the nation from
descending into chaos; responding to external crises; and
maintaining macroeconomic stability. All these achievements are
indispensable prerequisites and a strong foundation for the
nation’s economic and social development.

In the international and diplomatic arenas, Cambodia has built
close relations and enhanced cooperation with many countries
around the world. It has also played an increasingly active and
significant role in the regional and global affairs on the basis of
equal footing and equal rights and has earned trust and support to
lead various multilateral mechanisms in promoting the agenda for
peace, security, and sustainable development within the region and
the world. Cambodia's prestige has been enhanced through its major

#
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leadership roles and contributions, including the assumption of
Cambodia’s ASEAN chairmanship for the third time in its history,
and successfully leading the ASEAN Summit and Related Summits;
taking the roles as the Chair of the Global Coordination Bureau of
the Least Developed Countries (LDCs), the Vice-President of the
United Nations General Assembly, and the Member of the United
Nations Economic and Social Council; as well as its contribution
of 8,671 peacekeepers to peacekeeping missions in various countries.

Economic and Financial Aspects

Cambodia has achieved a high and sustainable economic growth at
an average annual growth rate of more than 7% over the past two
decades, thus enabling the country to attain the status of a lower
middle-income country, as well as to improve the living standards
of the population, as reflected by a tenfold increase in GDP from
about USD 3.11 billion in 1998 to about USD 29.60 billion in
2022. Likewise, GDP per capita rose sevenfold from about
USD 253 in 1998 to around USD 1,784 in 2022; poverty rate had
declined to less than 10% before the COVID-19 crisis with a
narrowing social inequality; the economic structure has shifted
from an economy that relied primarily on traditional agriculture to
a modern economy based on smart agriculture, industry, and
service. Cambodia is also increasingly connected to the regional
and global value and supply chains, with the emergence of new
high value-added industries, and the further strengthening and
expansion of industrial base diversification and international trade,
especially the remarkable progress in garment and tourism sectors,
and the increase of international trade volumes. In addition,
Cambodia’s ability to maintain macroeconomic stability, its
effective implementation of fiscal and monetary policies, its
sustainable management of national budget and financial inclusion,
as well as its substantial development cooperation financing
mobilization, and its building of inclusive partnerships have
significantly contributed to the promotion of economic growth and
the efficient resource allocation and utilization of resources.

T SN T W S S el N e L e RS L e e e a e,
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Through Public Financial Management (PFM) Reform, independent
national budget has been steadily enhanced, especially in terms of
efficiency in revenue collections, expenditure execution,
management of state assets, and public debt sustainability.
Specifically, total domestic revenue collections increased from
approximately USD 247 million or 8% of GDP in 1998 to around
USD 6.8 billion or 23% of GDP in 2022. At the same time, total
expenditure expanded from approximately USD 409 million or
13% of GDP in 1998 to USD 7.9 billion or 27% of GDP in 2022,
allowing the RGC to implement its political programs effectively
and efficiently. The Law on the Control, Use and Management of
State Assets was approved and promulgated in 2020, with
additional revisions and improved management of state asset
registration. At the same time, external public debt was well
managed to a low level of about 24.9% of GDP in 2022, which
was assessed as being sustainable and low risk.

In addition, the financial sectors, both banking and non-banking,
have developed remarkably. The banking sector, which was once
considered somewhat unreliable by the public, has become a
robust and stable banking system as reflected in its strong capital,
adequate liquidity, and healthy credit growth. As of 2022, total
assets, loans, and deposits increased to 274%, 193%, and 150%
respectively, with international reserves increasingly accumulated
to USD 18 billion; currency in circulation in the market and
deposits in Khmer Riels increased by 55 times; the use of payment
systems has rapidly grown, with retail electronic payments amounting
to 10 times the size of GDP. Foreign direct investment inflows
also significantly increased by around 15 times over 2007-2022.

Besides, the non-banking financial sector has well developed in
recent years and is poised to continue to expand, as reflected in the
increase of participants in the financial markets, the number and
types of products, investment capital flows, integration, and
reforms of institutional mechanisms, governance, management,
and supervision over the non-banking financial sector through the

—
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establishment of the Non-Banking Financial Services Authority
(NBFA). As of mid-2023, 11 companies issued [POs, and 9 companies
issued bonds that mobilized USD 328.38 million, with the market
capitalization of approximately 10.37% of GDP, while the trading
value for the first quarter of 2023 was USD 310.8 million. In the
same period, there were a total of 39 insurance companies, of
which 18 were general insurance, 14 were life insurance, and 7
were micro insurances. The insurance market also grew rapidly in
size, reaching USD 332 million in premiums, with an average
annual growth rate of 28%. Additionally, Cambodia established a
fully operational trust market that saw the number of registered
trusts increased to 557 cases, amounting to USD 1.13 billion.

Institutional and Governance Aspects

Cambodia has made outstanding progress in institutional and
governance reforms. In fact, the public administration sector—
especially the structure of ministries-institutions, human resources,
salaries, and pensions—has been steadily improved, contributing
to better institutional efficiency and public services. The PFM
system has been strengthened through increased budget
credibility, enhanced financial accountability, budget-policy
linkages, and strengthened performance accountability, which
contributes to the improved public service’s efficiency and a
better-managed macroeconomic stability. Moreover, the
administrative and resource management system of the sub-
national administration has been improved, especially in the
aspects of human resource management and development, and the
transfers of budget functions and accountabilities to the sub-
national administration.

Additionally, the legal framework and the judicial system have
gone through an in-depth reform, most notably through the
establishment and operations of the Regional Court of Appeal, the
capacity building of law enforcement officials and institutions in
the judicial sector, effective inspection mechanisms, enhanced
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legal service mechanisms, addressing backlogs of criminal cases at
Municipal and Provincial Courts of First Instance, and the
promotion of alternative dispute resolution mechanisms.

Cambodia’s armed forces have also been reformed, particularly
through professional capacity building and modernization. Anti-
corruption efforts have also been enhanced through the
establishment of the Anti-Corruption Unit (ACU), and the
implementation of various measures to educate, prevent, contain,
and suppress corruption. Meanwhile, private sector and corporate
governance have also been improved by establishing regulatory
and corporate governance frameworks.

Infrastructure and Connectivity Aspects

Cambodia’s infrastructure and connectivity have been notably
improved and modernized. Its national and provincial roads with
bituminous asphalt and concrete pavements reached a total length
of 11,042 kilometers. Cambodia built a 187.5 kilometers-long
Phnom Penh-Sihanoukville Expressway, 2,530 small and large
bridges with a total length of 86.2 kilometers, and 1,750
kilometers inland waterways along the Mekong River, Tonle Sap
River and Bassac River.

Concurrently, the RGC has also expanded and modernized other
crucial infrastructures such as airports, deep seaports, waterways,
and logistics systems. Regarding the energy sector, Cambodia’s
electricity coverage was recorded at 90% of the total by 2022. Its
information technology’s infrastructure has also been significantly
developed through a growing linkage between terrestrial and
undersea optical cable networks, a significant surge in mobile and
internet service usages, and the launching of Cambodia Data
Exchange (CamDX) platform, the Documents Verification
Platform, and the system and applications for PFM.

Social and Cultural Aspects

In terms of social and cultural aspects, Cambodia has made a
momentous progress. Education and vocational training sectors

’
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have seen regular reforms and produced many achievements, in
terms of both quantity and quality, as evidenced by the receipt of
the World Literacy Awards 2023, as well as other various awards
by Cambodian students in international competitions. Cambodia’s
public health and nutrition have been improved and strengthened,
providing Cambodia with the ability to weather public health crises,
such as its admirable success in the fight against the COVID-19
pandemic; its huge reductions in maternal, infant, and child mortality
rates, morbidity and mortality rates from diseases, and stunting
rate in children under 5; the increase in life expectancy to 75.5
years old in 2019; and the elimination of various major diseases.

Additionally, Cambodia’s Social Protection System (SPS) has
been enhanced and expanded to maintain the people’s well-being,
especially in times of emergencies and crises such as the COVID-
19 pandemic, through the implementation of the National Social
Protection Policy Framework, the development of SPS, the
establishment of Social Security Regulator as well as the National
Social Assistance Fund, and the promotion of good governance in
SPS. Regarding gender, the role of Cambodian women has been
promoted through institutionalization and mainstreaming of
gender which has led Cambodia to be ranked as one of the top
countries that give great freedom to women.

In the cultural aspect, the cultural heritage that has been lost
and/or is facing a threat of disappearance has been restored and
promoted, contributing to the enhancement of Cambodia’s national
prestige, and the promotion of cultural tourism and development
of national arts and culture. In particular, 11 national cultural
heritages have been inscribed on the World Heritage List, the
Intangible Cultural Heritage of Humanity, and the Memory of the
World; a total of 195 heritage sites have been rehabilitated; a total
of 634 artifacts were returned to Cambodia from various countries;
6,105 artifacts restored and preserved; and 11,804 returned
artifacts were registered as state properties. Meanwhile, Cambodia
has also seen its cultural and creative industry constantly promoted.
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1.2. Global Megatrends
A. Political Trends

Global geopolitics is in a fragile and increasingly tensed situation.
Rivalries between superpowers, and the division and struggle
between the trends of multipolar-globalization and unipolar-
protectionism have made future global order more complex and
difficult to assess. Furthermore, such a trend could lead to a shift
towards de-globalization, with regionalization becoming a new
trend. This development will impact on the economic, trade,
security, and diplomatic relations, thus leaving developing
countries with small open and export-oriented economies being
most affected.

The international architectures, especially the United Nations, are
also facing a loss of confidence from member states in addressing
the challenges of maintaining peace, security, and stability in the
region and the world. Furthermore, superpower rivalries have
undermined the international order and the existing multilateral
mechanisms for addressing global challenges. They also translated
into pressure on any attempt to pursue a foreign policy based on
the principle of permanent neutrality and non-alignment. In
tandem, developing countries also face challenges in
implementing their economic, financial, trade and technology
policies due to the increasing use of unilateral and extraterritorial
coercive measures, as well as economic sanctions, which have
interfered in the internal affairs of sovereign states, under the guise
and pretext of democratic values and human rights.

In this context, developing countries face difficulties in
sustainably developing their economies and societies. On one
hand, they must pursue their core interests and, on the other, they
must pursue a foreign policy that might be contrary to their own
will and interests so that they can respond to geopolitical reality.
Recently, many countries have protested against these pressures
by mobilizing the solidarity of the countries in the Global South.

—
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Looking ahead, the continued pursuit of an independent and rule-
based foreign policy, the building of good friendship and
cooperation with all countries in the world, as well as international
organizations, and the active participation in the regional and
global cause of peace, stability, security and prosperity, utilizing
soft and dynamic diplomacy with firm adherence to the principle
of "international cooperation that provides mutual benefits, and
based on the rule of law" and the principle of "multilateralism
and the promotion of openness of international trade" shall be
the priority and necessary mechanisms for Cambodia to find the
win-win solutions and to protect Cambodia’s interest as much as
possible in the evolving global political and socio-economic
developments.

B. Geo-Economic Trends

The global economic architecture has been rapidly changing, as
the center of global growth is shifting towards Asia. Meanwhile,
emerging economies, particularly the BRICS, are leading major
contributions to the global growth, while the Western-dominated
economies, especially the G7, are likely to continue to decelerate.
[n addition, trends in protectionism and geo-economic fragmentation
could accelerate the flux of de-globalization and promote
regionalization trends, that will exert an impact on the flows of
goods, services, investment and labor, technology transfers, and
international cooperation. In particular, regional and global supply
and production chains are undergoing restructuring as production
bases are increasingly relocated back to home countries, or to
allied countries in special regard to geopolitical factors, especially
in the context of strategic goods. At the same time, the
international payment system also faces the risk of decoupling into
different regional cooperation, which may negatively impact the
efficiency of payments, while the establishment of new
international financial institutions will play a crucial role in
mobilizing resources for development.

e P T T TR TN T e e T I T R
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In this context and with reference to the consequences of the
above trends, Cambodia must reconsider its new approaches and
strategies for development, especially adapt itself to the new
economic and financial architectures in the future, which is
increasingly complex and harder to predict.

C. Technology and Digital Trends (Digital Transformation)

In line with the momentum of the regional and global digital
transformation, the acceleration of digitalization and the
development of information technologies, telecommunications,
and automation will demonstrate increasingly significant roles of
digital technologies in economic activities, businesses, and
governance. Over the past two decades, digital technologies have
become an integral part of socio-economic activities, as well as a
source of opportunities to bring about new start-up models with
innovation, the enhancement of efficiency and productivity, and
the improvements of competitive environment.

Recently, especially in context of the COVID-19 pandemic, digital
technologies have doubly accelerated the promotion and
facilitation of economic and business activities, and the public,
through the introduction of new products and services, and the
ability to maintain work’s and learning’s continuity, as well as the
seizing of new opportunities. Additionally, financial technology
(FinTech) is playing more important role in facilitating economic
activities by improving cross-border trade, strengthening the
efficiency of business operations, enhancing domestic business
environment, and gaining an inclusive and sustainable access to
formal financial services. Overall, rapid adoption of digital
technologies among economic agents, especially businessmen and
consumers, has emerged simultaneously as a strong trend in both
global, regional, and national levels, although the progresses are
uneven across geographical areas.

As a future trend, countries will promote digitalization and digital
transformation to advance their other key sectors, through

—
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prioritizing the building of digital governments, economies, and
societies, that will in turn increase productivity and build a
resilient socio-economic development.

D. Environmental and Climate Change Trends

Tackling environmental issues and climate change has become
major global trends. The sustainability of global environment has
been threatened with pollution, erosion of natural resources, loss
of biodiversity, and climate change, that result in various negative
consequences for socio-economic development, such as migration,
water, food and energy security, agriculture, industrialization,
urbanization, and infrastructure, social protection system, and
public health. In this regard, the world now and in the future needs
to enhance collaboration on measures to reduce greenhouse gas
emissions and adapt to climate change, including the prevention
and cracking down on illegal logging, and the promotion of trees
planting; promoting energy transition from fossil fuels towards
clean energy; implementing energy efficiency programs; investing
in green infrastructure development; promoting green financing;
promoting circular economy; producing environmental sustainable
products; using digital technologies in managing and monitoring
the consumption and production; encouraging green transportation
systems, and making adaptation to key sectors and so on.

1.3. Challenges

The changes in global economic, social, environmental, and
political structures and architectures caused by geopolitical
competitions, trade wars, protectionism and nationalism, as well as
climate change and demography, have led Cambodia to face the
following challenges:

1. The current economic growth model relies heavily on
labor-intensive industry and a narrow growth base, that makes
Cambodia vulnerable to external shocks and the middle-income
country trap. New challenges are emerging due to the uncertainty
of global economy, changes in global economic and financial
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architecture, geopolitical competition, protectionism, rising energy
prices, rising inflationary pressures, decreased labor productivity,
and other economic and social issues.

2. The quality of human resources is still limited to build an
economy that is based on skills, technology, and innovation. This
requires the continued improvements of human resource
development, focusing on the reforms of education sector and
building of human capital with quality to ensure economic
resiliency, economic and social development, technology
adoption, technology adaptation, and innovation to maximize the
benefits of new and innovative technologies, especially in the
digital economy context.

3. Public institutions, despite gradual improvements, have
not yet been highly effective. Institutional quality and capacity are
essential for improving the efficiency of policy formulation and
implementation, improving investment and business environment,
reducing costs and time, and enhancing the efficiency of inter-
sectoral works needed to build strong institutions for national
development in all sectors.

4. Infrastructure 1is still not adequate to support
development needs. Key infrastructures such as urban
infrastructure, transport infrastructure, logistics, energy, and
irrigation systems, continue to face challenges that must be
addressed quickly and efficiently, to support the inclusive and
sustainable socio-economic development.

5. Healthcare services remain expensive, and its quality is
limited. Despite significant improvements, the healthcare system
still faces challenges that must be addressed proactively, urgently,
and consistently, to improve better quality and to reduce dependence
on imports or the use of these services abroad. With the
expectation of an increasingly aging population, the demands for
better quality healthcare services are anticipated to grow, requiring
careful consideration on improving and further developing all
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