Summary

For the last many years and until now, most of Cambodian people have never
used the banking’ services as their own means to facilitate the business’s transactions
or saving and deposit. This harmfully causes the Cambodian economic growth
through non-effective use of domestic capital, and leading to shorten financial support
for domestic investment need, then. Exactly, higher saving and investment are vitally
important for achieving economic growth, and share of GNP going into capital
investment should be increased. So, how should saving be stimulated?

In deed, up to now, Cambodia could feed itself for capital investment needs by
creating domestic financial resource mobilization programs and cutting the burden
down on foreign fragile financing with the development of Cambodia financial
system. Unfortunately, this mechanism did not yet run smoothly and extensively in
Cambodia, the urban areas are the most focal point, for today practice. Therefore, the
foreign saving and/or financing would be desirable factor in term of capital to depend
on inevitably. !

Thus, the program dealing with financial resource mobilization is a prerequisite
requirement, and a real research on this issue is the most important one as well. In
addition, the long-term economic growth ‘would especially base on Cambodia strong
financial and the soundness banking systems. In fact, this research is dealing with the
engagement between people and banking' services and between the theory and
practice.

Generally, the foreign’ s assistant or saving will no longer be the main capital
sources for Cambodia, due to the vast distribution of those funds all around the world,
third world countries are the most concerned and recently trend to the regional
integration and globalization of the economy. For these reason, the strong domestic
financial support for investment in Cambodia will be the best mechanism for
sustainability of country development.
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Exactly, Cambodia capital investment needs is getting increased recently, but
financial support domestically is still insufficient. This leads to the foreign saving
and/or financing is tremendously playing role in Cambodia, and yet most of
Cambodians lack their own potential businesses and have been unable to get much
revenue to feed their family for living, which causes less relying on banking’ services,
especially in the remote areas. Therefore, this behavior has to be changed for long
term or a huge gap between domestic saving and investment rate and disaccustoms
toward banking’ services, otherwise.

Even though, most of the urban dwellers have many capital resources and
business activities related with banking’ services, but due to less confident on it, they
are still faraway and use their own styles or custom to avail credit and manage their
capital. Neither bank implementation has used full capacity and efficiently run to
extent its services, nor do people have full capacity to understand about bank’s
activities and mechanism and full trust on it.

So, the engagement between banking’ services and people must really take
place sooner is better, in order to lower the gap of domestic saving and investment
rates, and especially to higher economic growth. Furthermore, the government’s role
to play for increasing domestic saving is rather considerable measure and this task
indeed needs the help from government to laying down the budget deficit, for example.

Certainly, higher saving and investment are vitally important for achieving
economic growth, and banks or other financial institutions are the most responsible
for this task, in recently. Additionally, this task is not obligated only with the
government’s and banker’s roles, but the people participation and their contributions
are also considerable. Therefore, the people should trust on banks and deposit their
cash in bank if possible, the government should pay attention to strengthen belief of
the bank by legal enforcement effectively, and the bank should extensively offer its
services to free border and areas around Cambodia.
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ADB: Asian Development Bank
AFTA: Asean Free Trade Area
ASEAN: Association of Southeast Asian Nations
ATM: Automated Teller Machine
CD: Certificate of Deposit
CDC: Council for Deveiopment of Cambodia
CDRI: Cambodia Development Research Institute
CEPT: Common Effective Preferential Tariff
CG Meeting: Consultative Group Meeting
CIB: Cambodian Investment Board
FDIL Foreign Direct Investment
FDIC The Federal Deposit Insurance Corporation
GDP: Gross Domestic Product
GSP: Generalized System of Preferences
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IMF: International Monetary Funds
MFN: Most Favored Nation
MPC: Marginal Propensity to Consume
MPS: Marginal Propensity to Save
NAFTA: North American Free Trade Area
NBC: National Bank of Cambodia
NICs: Newly Industrialized Countries
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