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CAMBODIA FACES POTENTIAL ECONOMIC COLLAPSE

- 11.10.2018

Voice of America (11 October 2018)

Cambodian Prime Minister Hun Sen is facing economic pressure to reverse a recent crackdown on
opposition groups and basic freedoms in his country.

Cambodia faces an economic collapse from the slated withdrawal of crucial European Union trade
preferences that will likely force its leader to walk back a prolonged political crackdown, observers
and labor groups say.

The EU told Cambodia on Friday it will lose duty-free access to the world's biggest market within
12 months for its "blatant disregard" of human and labor rights standards attached to trade
preferences it is granted as a developing nation.

Unless the government takes significant actions to redress an autocratic backslide including
reinstating the country's banned opposition in the next six months, the "Everything But Arms"
(EBA) preferences will be withdrawn.

"This could be disastrous. | mean, if | were an investor looking at certainly the garment sector |
would be very concerned about now," said political economist Sophal Ear, an associate professor
of diplomacy and world affairs at Occidental College in Los Angeles.

"I would pause any expansion plans because it would be like wait, things could go completely
haywire," he said.

Moeun Tola, Executive Director of the Center for Alliance of Labor and Human Rights, said a huge
number of workers would be forced into unemployment and the ball is now in Hun Sen's court.



"If the government really care about the nation and our people, they should reconsider the
demands/recommendations from EU," he said.

Garment manufacturing is Cambodia's biggest industry, accounting for about 40 percent of the
gross domestic product and some 800,000 jobs, while the EU is by far its largest export market,
absorbing almost $6 billion worth of goods last year according to its own figures.

Preferential access to that market is seen by some of Hun Sen's critics as one of the few
meaningful negotiating chips to counter an autocratic leader increasingly emboldened by Chinese
support.

Statements of concern and threats to review the EBA in the past have been brushed off by his
government as empty and bemoaned by some of his critics frustrated with a lack of concrete
punitive international intervention.

'Defense of sovereignty'

The immediate reaction to the announcement from Hun Sen, who has ruled for more than 30
years, has been defiance.

"No matter what measures they want to take against Cambodia, in whatever way, Cambodia must
be strong in its defense of its sovereignty," he said in a post to his Facebook page Monday.

In the lead-up to Cambodia's July election, Hun Sen claimed defense of the national sovereignty
necessitated the banning of the opposition Cambodia National Rescue Party [] which he said was
made up of agents of malicious foreign governments — and the jailing of its leader Kem Sokha.

Most independent media were also crushed while members of civil society, journalists, activists
and internet users who expressed dissent were jailed. Hun Sen's party went on to win every seat
in an election the EU deemed "not legitimate."

Political analyst Ou Virak said Hun Sen's public defiance of the EU was predictable, though
privately discontent was brewing among the premier's inner circle and vast network of rich
benefactors.

"You have to understand Hun Sen. He wants to save face, he doesn't want to appear that he's a
pushover and so he will try to do it in a way that it seems he didn't give much or he didn't cave in,"
he said.

Increasing pressure

Conciliatory moves have come since the election, with Hun Sen facilitating pardons for jailed
activists and Kem Sokha moving from jail into a somewhat loose form of house arrest.

Moeun said that pressure could stretch all the way to Beijing, stressing that as the biggest
investors in the Cambodia's garment factories, Chinese investors stood to lose heavily should the
industry collapse.

A severe knock-on effect would be felt in Cambodia's microfinance industry as well, because so
many garment workers were indebted to such institutions, Tola warned.



"Both micro-finance and banks will be hard to grab their assets in order to pay off the loan as there
will be protest or chaos to do that," he wrote.

Ngeth Chou, a Senior Consultant at Emerging Markets Consulting, said more than two-thirds of
Cambodian households had debt with microfinance institutions.

"So the household depends largely on their children who work in the garment sector so that
becomes a high risk for the microfinance sector," he said.

Ear said that while no one wanted to see the kind of economic hardship such a collapse would
bring, the EU had created both a credible threat and a way out for the Cambodian government.

"The key is to cause the actions you desire in the next six months before sanctions actually begin
and to have the same effect so that you don't actually punish Cambodia or Cambodians in
particular who don't deserve to be punished for the actions of their leaders.

"Then you don't have to tank the economy. But that would be the result of anything of the sort
that is being proposed," he said.

Representatives of the Garment Manufacturers Association in Cambodia could not be reached by
VOA.

The U.S. has also initiated concrete punitive action against Hun Sen's regime, sanctioning one of
his top commanders in June.

Many more members of his inner circle could follow under the Cambodia Democracy Act of 2018
— a targeted sanctions bill which was passed by the U.S. House of Representatives in late July.

Moeun said if the EU did suspend the EBA, he was sure they would also impose such targeted
sanctions, as would the U.S..

"Other allies will follow," he wrote.

https://www.voanews.com/a/cambodia-faces-potential-economic-collapse/4607448.html
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