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Abstract 

This study quantitatively analyzes the influence of Foreign Direct Investment (FDI) on employment development in Cambodia’s 

manufacturing sector, focusing on garments (CG), food processing (CF), and electrical/electronic assembly (CE) industries. It 

addresses three primary objectives: evaluating the extent to which FDI generates employment opportunities for local 

Cambodians, identifying the specific employment benefits derived from these investments, and examining the required 

qualifications and mechanisms of skill transfer within FDI-invested industries. Building on Kokko’s FDI spillover theory in 

1992, this study utilized firm-level survey data (n=101) collected via proportional stratified sampling. Firms were categorized 

into three regions such as capital, border, and sea-port, based on economic corridors. The findings reveal that FDI drove 

significant employment growth (grew by 315% for all job classifications: general workers, operators, supervisors, technicians, 

and higher management), with CE and CG sectors outperforming CF. Wages exceeded national minimums across all job 

classifications, and robust non-monetary benefits (healthcare, accommodation) were prevalent. However, knowledge transfer 

was uneven: higher-level roles (technicians, management) received industry-specific technical training, while general workers 

saw limited skill development. Notwithstanding FDI's demonstrable positive impact on employment generation, the analysis 

identifies structural constraints, notably skills shortages and wage-productivity divergence. Mitigating these requires prioritized 

investment in TVET systems and institutionalized tripartite coordination for sustainable industrial development. 
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1. Introduction 

Foreign direct investment (FDI) is believed to correlate pos-

itively with manufacturing industries' expansion and employ-

ment development [15]. FDI, known as the inflow of invest-

ment capital, fosters the development of economic activities 

in the country and aligns with United Nations Sustainable De-

velopment Goals (SDGs), particularly Goal 8 (Decent Work 

and Economic Growth) and Goal 1 (No Poverty). 

The Royal Government of Cambodia (RGC) has acknowl-

edged that FDI is essential for industrial development and hu-

man capital, as stated in the Industrial Development Policy 

2015-2025 [5]. Commonly, FDI brings capital investments, 

technologies, and knowledge transfer to the host country [3, 
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7]. Moreover, FDI manufacturing firms create more employ-

ment opportunities and income improvement, export and di-

versify products and services, gain foreign exchange earnings, 

increase other inward FDI, generate movement income, im-

prove skill upgrading, and create more female employment 

opportunities [1, 3, 29]. 

From existing studies, FDI investors were believed to im-

prove the host country's economy, reduce unemployment 

pressure, and improve job conditions, both in finance and 

skills [2, 3]. Aggarwal found that FDI helps female workers 

to develop their skills and livelihood and reduces gender ine-

quality [2]. Evidence from another study also showed that 

growing FDI export production in a country with a poor econ-

omy or a high unemployment rate would significantly reduce 

unemployment conditions, especially in a country with a pop-

ulation of less than 5 million [3]. In the same way, the study 

from [2] revealed that operating large-scale factories invested 

by FDI required other supporting services such as transporta-

tion, communication, banking, hospital, and shopping for their 

workers. These supportive services could create more job op-

portunities and increase income for skilled and unskilled peo-

ple in the FDI hosting areas. 

Vietnam and Thailand have significantly benefited from 

FDI in developing export zones. In the case of Thailand, [26] 

claim that the FDI in export processing zones, specialized 

zones, and freeport zones improved Thai workers' job oppor-

tunities and skill development. Similarly, building FDI special 

economic zones was an excellent method for increasing job 

opportunities and livelihood development in Vietnam [32]. 

Learning from higher-experienced countries with FDI, such 

as India and China, is essential for the study. In India, [2] 

found that increasing export production factories were essen-

tial for Indian development. The factories have improved in-

come generation, labour skills, knowledge, and technologies. 

Developing FDI special economic zones (multi-zones) for ex-

port in China provided many benefits [33]. Those export-pro-

ducing factories created employment opportunities and in-

come generation [25]. Pak and Park explained that the number 

of male employees in Shantou from 1984 to 1989 increased 

by around 1,320%, while the number of female workers in-

creased by 1,570%. Female workers got almost 55.5% of all 

employment opportunities in those years. Thus, it indicated 

the importance of FDI in developing employment opportuni-

ties and livelihoods of workers in the two countries. 

More than employment and livelihood, technology and 

knowledge transfers were also essential to inward FDI. It was 

confirmed that the Republic of Korea and Taiwan upgraded 

their industrial capacity due to increased FDI export produc-

tion development [3]. Similarly, the electronic sectors in the 

Philippines and Malaysia developed due to the development 

of FDI economic zones in these two countries [18]. Finally, it 

also reported that the software and complexity coding opera-

tions had been upgraded in India due to increased inward FDI 

in this sector [3]. 

Given the importance of FDI in developing many countries, 

this study aimed to delve deeply into the influence of FDI on 

employment development in Cambodia's manufacturing in-

dustry, specifically garments (CG), food processing (CF), and 

electrical and electronic assembly (CE) industries. The study 

addressed three research questions: 

1) To what extent does FDI offer employment opportuni-

ties to local Cambodians? 

2) What are the employment benefits? And finally, 

3) What are employment qualifications and skill transfers 

in the FDI-invested industries? 

2. Conceptual Framework and 

Literature Review 

To examine the quantitative impacts of FDI on employment 

growth, wages, benefits, and knowledge transfer in Cambo-

dia's manufacturing sectors (garments, food processing, and 

electrical/electronic assembly), the study adopted FDI Spillo-

ver Theory by [17] as the underpinning theoretical foundation. 

The theorist indicated that FDI not only directly creates jobs 

and injects capital into the host economy but also generates 

indirect "spillover" effects. These include technology transfer, 

skill enhancement, productivity improvements, and back-

ward/forward linkages with local suppliers and workers, 

which ultimately foster broader economic and employment 

development. 

The Spillover Theory was used to examine firm-level in In-

dia by [30], who identified positive effects on the utilization 

of local resources, investment in training, higher education, 

and basic infrastructure, and focused on new firms. In recent 

studies, [24] examine the productivity spillovers from FDI in 

Kenya's manufacturing sector, and [4] also look at technology 

transfer, knowledge spillover, and foreign direct investment. 

Spillover Theory explains these as horizontal spillovers 

(within the same industry, like skill upgrades in garment fac-

tories) and vertical spillovers (across supply chains, such as 

technology adoption in electrical assembly). Finally, the struc-

tural constraints underpinning the 'success' of foreign invest-

ment depend on the interaction between the type of industry 

being invested in and how ready the country is to handle it 

[28]. 
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Source: adapted from FDI Spillover Theory by [17] 

Figure 1. Conceptual Framework of the study. 

As a developing economy like Cambodia, reliant on FDI for 

manufacturing diversification (as per your references to the 

Industrial Development Policy 2015-2025 and UN SDGs like 

Goal 8), the theory emphasizes how host-country conditions 

(e.g., labor market institutions, education systems) moderate 

spillover benefits, aligning with your analysis of regional var-

iations and female employment gains. 

2.1. Review of Inward FDI in Cambodia 

Cambodia has become a destination for inward FDI since 

the first general elections were held in 1993, moving from do-

nor-driven to FDI-attractive. In 1995, the FDI investment ap-

proved by the Cambodia Development Council (CDC) 

reached USD 2.3 billion and increased cumulatively to USD 

85.88 billion in 2019 [6]. 

From 1994 to 2019, three countries led inward FDI in Cam-

bodia: China (21.81%), Korea (6.16%), and the United King-

dom (5.01%). Other countries were Malaysia (3.59%), Japan 

(3.13%), Hong Kong (3.05%), Taiwan (1.77%), Vietnam 

(2.31%), Singapore (1.64%), and Thailand (1.54%). The in-

creasing inward FDI in Cambodia was contributed to by the 

preferential market that continuously attracts investors to pro-

duce and export to the international markets (EU and US). 

Furthermore, the open economy system and the improving 

business climate have also driven more foreign investors to 

Cambodia [8, 10]. 

It was noticed that inward FDI primarily focuses on manu-

facturing industries, including textiles, apparel and footwear, 

food, beverages and tobacco, rubber, wood, paper, publishing, 

and other sub-industry sectors. These sectors continued to in-

crease from 18.3% to 23.2% of Cambodia's GDP in the last 16 

years (2002-2018) [23]. Secondly, the textiles, apparel, and 

footwear FDI manufacturing industries played a significant 

role in exporting, which was about USD 13.1 billion, and con-

tributed to GDP growth of approximately 18.2% in 2018 [23]. 

Moreover, this sector creates plenty of employment opportu-

nities for skilled and unskilled Cambodians. Finally, food, 

beverages, and tobacco are the second-highest manufacturing 

sectors contributing to exporting, employment, and GDP 

growth. It accounted for about USD 254 million in 2018, or 

about 1.9% of GDP [23]. It has also played a role in food se-

curity, local consumption, and economic diversification [31], 

and the food processing industries are closely linked to agri-

cultural development in the country. 

Noticeably, among the sub-sectors in other manufacturing 

industries, electrical and electronic assembly is the fastest-

growing sector with manufacturers, specifically inward FDI 

from Japan. In 2016, the industrial sector exported products 

from Cambodia to markets worth about USD 458 million, 

which massively increased to USD 6 million in 2012 [31]. 

This emerging sector is potentially linked to heavy industry 

development, especially for promoting technology develop-

ment and transformation and attracting more inward FDI, as 

the key strategies in the Cambodia Industrial Development 

Plan 201-2025 [22]. 

2.2. Review of Employment Classifications in 

FDI Firms in Cambodia 

According to the International Labour Organization (ILO) 

International Standard Classification of Occupations (ISCO), 

workers are classified into five main categories: general work-

ers, operators, supervisors, technicians, and higher manage-

ment [12]. General workers typically perform simple and rou-

tine physical or manual tasks, often using basic handheld tools 
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such as shovels or simple electrical equipment, with their du-

ties including lifting, carrying, sorting, storing, and assem-

bling goods. Operators, on the other hand, are responsible for 

operating machinery and electronic equipment, as well as 

maintaining and repairing electrical and mechanical systems, 

while also handling tasks related to manipulating, ordering, 

and storing data. Supervisors generally oversee groups of op-

erators or general workers and require a substantial level of 

factual and procedural knowledge to manage these teams ef-

fectively. Technicians engage in more complex technical and 

practical activities that demand a broad foundation of special-

ized factual, technical, and procedural expertise within a par-

ticular field or sector. Finally, higher management consists of 

senior executives who play an active role in the day-to-day 

monitoring, planning, and administrative operations essential 

for an organization to achieve its objectives. 

However, employment classifications can change over time 

due to business performance and human resource strategies in 

individual firms. For example, some firms have only higher 

management, technicians, and general workers, while others 

may have higher management, technicians, supervisors, and 

general workers. Therefore, this study used the ISCO as the 

analysis base. 

2.3. Review of Employment Benefits in 

Cambodia 

In Cambodia, wages and salaries are applied in a specific 

industry, for example, the Textile and Garment Sectors, spe-

cifically to general workers. Noticeably, the minimum wage 

increased from USD 100 monthly in 2014 to USD 200 in 2023 

[13]. Additionally, other benefits were indicated, such as a 

travel and accommodation allowance of USD 7 per month, an 

attendance bonus of USD 10 per month, a food allowance of 

USD 11 per month, and an overtime and seniority bonus of 

USD 2 to USD 11 per month for those between their second 

and eleventh year of work. Therefore, the basic salary of gen-

eral workers was around USD 239 per month, considering the 

2023 package. 

More than the wage and salary, workers and employees also 

get working benefits such as accident insurance or National 

Social Security Fund (NSSF), annual leave of 18 days per an-

num, sick leave, public holidays, overtime benefits, and other 

benefits introduced by the MoLVT. 

 
Source: [13]. 

Figure 2. Cambodian minimum wage 2014-2023. 

The benefits of other job classifications, such as operators, 

supervisors, technicians, and higher management, are known 

to be negotiated with employers based on their work experi-

ences and qualifications. 

3. Research Methodology 

This study used quantitative research methodology by con-

ducting firm surveys in Cambodia's Manufacturing industry, 

namely garments (CG), food processing (CF), and electronic 

and electrical assembly (CE). The significance of selecting 

these industries was due to the following empirical observa-

tions. The CG industries play a significant role in exports, with 

a value of about USD 13.1 billion, contributing to GDP 

growth of approximately 18.2% in 2018 [23]. Moreover, this 

sector creates employment opportunities for skilled and un-

skilled local Cambodians. The CF is the second-highest man-

ufacturing sector contributing to exports, employment, and 

GDP growth. It accounted for about USD 254 million in 2018, 

about 1.9% of the GDP [23]. Finally, CE is the fastest-grow-

ing manufacturing industry. In 2016, the CE exported from 

Cambodia to both international markets was about USD 458 

million, a massive increase compared to USD 6 million in 

2012 [23]. Therefore, selecting these sectors provides a suita-

ble representation of the manufacturing industry in the King-

dom. 
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Sample firms were selected with proportional stratified 

sampling. Firstly, firms were divided into three regions: capi-

tal, border, and seaport due to the economic corridors. After 

stratification, 254 firms were identified to represent the total 

population of the survey. With [34] formula, n=N/(1+Ne2) 

(i.e., N=Population, n=Sample size, e= Tolerance error (7.7% 

=0.077), 101 firms were selected to participate in the study. 

Of the 101 firms, 65 were from the garment (CG), 20 firms 

were from the (CE), and 16 firms were from food processing 

(CF). 

 
Figure 3. Study sites. 

Source: Google Map 

Note: Capital: Phnom Penh. Border: Banteay Meanchey, Battambang, Svay Rieng, Kandal, Takeo, and Preah Vihear. Sea: Kampot, Koh Kong, 

Preah Sihanouk, and Kep. 

The study conducted a face-to-face survey with company 

representatives, including the management, director, produc-

tion, or factory manager. The surveys were conducted in a 

standardized, structured format. All respondents were asked 

the same basic questions in the same order. Questions were 

worded in an entirely open-ended format. Its strength was that 

respondents answered the same questions, thus increasing the 

comparability of responses. Data were collected on the topic 

addressed in the survey, reducing effects and bias, and facili-

tating organization and analysis of the data. Finally, inferential 

statistics such as One-Way ANOVA and the Pearson correla-

tion coefficient were conducted to address the research ques-

tions. 

4. Results and Findings 

4.1. The Influence of FDI Manufacturing 

Industries on Employment Creation 

The study found positive employment opportunities created 

by FDI manufacturing industries. In the five years (2012-
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2017), employment grew by 315% for all worker classifica-

tions, half of whom were females. Even though there were 

high employment growth rates in CE and CG compared to CF, 

One-Way ANOVA revealed no statistically significant differ-

ence between CE, CG, and CF FDI firms (p=0.560). Thus, 

employment creation grew enormously in the three manufac-

turing industries regardless of the FDI industrial sectors. 

Table 1. Employment creation by FDI firms from 2012-2017. 

Industrial sector Number of firms 

Mean of Employment Employment Growth 

Year_2012 Year_2017 Mean of growth rate 

CE 19 210 597 495% 

CG 56 612 988 313% 

CF 14 210 308 76% 

Note: There were 12 firms excluded from the analysis due to insufficient data 

Source: author calculated from survey data 

Regarding job classifications, employment creation in the 

three FDI industries positively increased in all five classifica-

tions. Table 2 indicates the strong employment creation from 

CE, CG, and CF firms for general workers, operators, super-

visors, and technicians. Moreover, One-Way ANOVA 

showed no statistically significant differences between CE, 

CG, and CF firms (P>0.05) for job creation across the manu-

facturing firms. In this regard, employment creation was sim-

ilarly increased for all classifications among the three FDI in-

dustrial sectors. 

It was also noticed that higher management positions were 

increased more slowly than the other four. It reflects the high 

qualifications and work experience required for this position. 

To get this position, candidates need sufficient knowledge and 

skills to catch up with the hiring potential in these industries. 

Table 2. Employment creation by job classifications from 2012-2017. 

Employment growth by job classifications CE (N=19) CG (N=56) CF (N=14) p-value 

General workers 1,131% 321% 64% 0.26 

Operators 135% 83% 59% .547 

Supervisors 188% 131% 50% .442 

Technicians 170% 105% 136% .778 

Higher management 56% 59% 57% .997 

Source: author calculated from survey data 

A Pearson correlation coefficient was analyzed to assess the 

linear relationship between the year of firm operation and em-

ployment growth by job classifications (general workers, op-

erators, supervisors, technicians, and higher management). 

The result showed no significant correlation between the two 

variables (P>0.05). The test indicated an increase in employ-

ment creation of FDI firms regardless of the year of establish-

ment and operation. 

The findings were well aligned with the current develop-

ment trend. [11] indicated that between 2023 and 2024, 315 

new investment projects were registered, generating over 

252,000 jobs across manufacturing, including agro-processing 

and electronics. The sector's labor allocation highlights FDI's 

influence, with large enterprises, 63% of which are FDI-

backed, employing 63.3% of the manufacturing workforce 

and generating 76% of turnover [16]. Key subsectors such as 

garments, food processing, and electrical/electronic assembly 

illustrate varying degrees of FDI-driven employment expan-

sion, supported by policies like the Industrial Development 

Policy 2015-2025 [5], aiming for manufacturing to reach 20% 

of GDP by 2025. 
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4.2. Employment Benefits: Monetary and Non-

Monetary 

The salaries and wages may be flexible due to individual 

working experience, qualification, productivity, and each 

firm's performance. So, the study captured the mean salary of 

FDI industrial sectors across the five job classifications. By 

considering the average wage and salary in 2017, general 

workers ranged from USD 228 to USD 277, operators got 

around USD 261 to USD 378, supervisors got approximately 

USD 319 to USD 351, technicians were around USD 443 to 

USD 452, and higher management got around USD 892 to 

USD 1,890, across the three industries. The analysis also indi-

cated that the wage and salary of general work in the three FDI 

industrial sectors were comparatively higher than the standard 

wage of MoLTV 2017 of USD 192 [13], which USD 153 was 

the basic salary plus the travel and accommodation allowance 

of USD 7 per month, the attendance bonus of USD 10 per 

month, the food allowance of USD 11 per month, and the sen-

iority bonus of USD 2 to USD11 per month. 

Furthermore, growth calculation was applied to assess the 

salary growth in the last five years (2012-2017), and One-Way 

ANOVA was employed to compare growth across the indus-

trial sectors. Table 3 shows the positive growth of salary for 

all job classifications regardless of the industrial sector 

(P>0.05). It was also noticed that the salary of technicians 

grew more than the four classifications, reflecting the attrac-

tiveness of the high demand for skilled people working in this 

position. 

Table 3. Salary growth by job classification from 2012-2017. 

Salary growth CE (N=19) CG (N=56) CF (N=14) p-value 

General workers 53% 62% 51% .736 

Operators 53% 53% 52% .998 

Supervisors 59% 77% 42% .883 

Technicians - 375% 210% .694 

Higher management 42% 49% 55% .853 

Source: author calculated from survey data 

The study conducted a Pearson correlation coefficient to as-

sess the linear relationship between the year of firm operation, 

employment growth, and the salary growth of the five job clas-

sifications in the FDI industries. The results showed that the 

salary growth of the general workers was positively correlated 

with the year of firm operation, r(77) =.290, p =.010. Moreo-

ver, the salary of technicians was significantly correlated to 

employment growth, r(12) =.935, p =.000. The rest of the var-

iables were not significantly correlated. These results reflected 

that the older FDI operation firms tended to motivate workers 

and technicians to work in their firms for better operation and 

long-term growth. 

Table 4. Correlation matrix of salary growth and firm operation. 

Correlations Year of firm operation Employment growth 

Year of firm operation 

Pearson Correlation 1  

Sig. (2-tailed)   

N 101  

Employment growth 

Pearson Correlation -.090 1 

Sig. (2-tailed) .400  

N 89 89 

Salary growth_ general workers 
Pearson Correlation .290** .108 

Sig. (2-tailed) .010 .349 
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Correlations Year of firm operation Employment growth 

N 79 77 

Salary growth_ operators 

Pearson Correlation .214 .076 

Sig. (2-tailed) .082 .546 

N 67 65 

Salary growth_ supervisors 

Pearson Correlation -.020 .119 

Sig. (2-tailed) .869 .323 

N 73 71 

Salary growth_ technicians 

Pearson Correlation .004 .935** 

Sig. (2-tailed) .990 .000 

N 14 14 

Salary growth _ higher management 

Pearson Correlation .222 -.203 

Sig. (2-tailed) .061 .092 

N 72 70 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

Source: author calculated from survey data 

More than the salary, workers and employees also got 

working benefits such as accident insurance or/and the Na-

tional Social Security Fund (NSSF), annual leave of 18 days 

per annum, sick leave, public holidays, overtime benefits, and 

other benefits introduced by MoLVT. Figure 4 shows that 

most FDI firms provided health benefits to their workers and 

employees (almost 100%). Moreover, more than 78% of firms 

offered meals, both allowance and food. And more than 60% 

provide accommodation. Finally, more than 76% provided 

other benefits based on firm negotiation and competition in 

the labour market. These benefits were included as non-mon-

etary compensation for the workers. 

 
Source: author calculated from survey data 

Figure 4. Working benefits. 

However, salary and benefits were reported as obstacles for 

many firms. These included the increase in wages, but low 

productivity and low skills. The minimum wage was reported 

as increasing so fast, while the orders and sales were declining. 

The firm representatives complained that wages always in-

crease, do not have a clear policy, and it affected business per-

formance. 

In general, monetary benefits include base wages, overtime 
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pay, bonuses, and allowances, while non-monetary benefits 

encompass health insurance through the National Social Se-

curity Fund (NSSF), paid leave, training opportunities, and 

workplace safety measures, as mandated by Cambodia's La-

bor Law [9]. The garment sector leads in structured benefits 

due to international scrutiny and programs like Better Work 

Cambodia, offering higher average earnings and digital wage 

systems for financial inclusion [21], whereas food processing 

and electronics sectors often provide more basic packages, 

with electronics showing potential for skill-based premiums 

amid diversification efforts. Challenges such as gender pay 

gaps, incomplete NSSF registration, and reliance on overtime 

persist across all sectors, impacting equitable benefit distribu-

tion [20]. Recent shifts toward responsible digital wages have 

enhanced transparency and worker empowerment, particu-

larly benefiting women who dominate these industries. 

4.3. Employment Qualification Requirements 

and Knowledge Transfer 

The study investigated employment qualification and the 

top 3 knowledge transfers in the FDI manufacturing industries. 

Employment qualification in the FDI firms was believed to be 

a key factor in encouraging local people to pursue higher ed-

ucation and skill development. Throughout the five job clas-

sifications, employment qualification and knowledge transfer 

were required and offered in the following skill transfer for-

mations. 

General workers: There were no specific requirements for 

general workers to have the skill set or qualifications to work 

in the CE, CG, and CF industrial sectors. General workers 

were recruited due to the industry's demand for the labour 

force. Regarding knowledge transfers, the general workers 

were trained with a few specific skills, such as operating sew-

ing machines, ironing clothes, and other work skills. These 

skills were specifically trained in CG factories. However, the 

other sectors, such as CE and CF, did not mention knowledge 

transfers in their operations. 

Operators: Operators were required for specific qualifica-

tions and knowledge in pre-employment. They were required 

to have machinery maintenance and repair knowledge and 

skills in CG firms. CE firms demanded degrees in Mechanical 

Engineering and Electrical Engineering diplomas. Finally, CF 

firms needed degrees in Animal Science and Industrial and 

Mechanical Engineering diplomas. 

For knowledge transfers, operators were offered training 

programmes such as machine operations and techniques, gap 

analysis for CG, and technical improvement skills for the CE 

firms. However, it was not mentioned for the CF sector. It was 

noticed that these capacity-building activities were primarily 

conducted in the job-based training centre (factory training 

centre). 

Table 5. Knowledge transfer for operators. 

Operators Knowledge transfers 

CG Top 3 knowledge transfers Machine operations and techniques, gap analysis 

CE Top 3 knowledge transfers Technical improvement skills 

CF Top 3 knowledge transfers NA 

Source: author calculated from survey data 

Supervisors: Supervisors were required to have the 

knowledge and a specific skill set. For CE industries, supervi-

sors were required to have degrees in Electrical Engineering, 

Electricity, Industrial and Mechanical Engineering, and Me-

chanical Engineering. In the same way, the CF sector also 

asked for a degree in Chemical Engineering and Food Tech-

nology, Chemical Engineering and Food Technology, Food 

Science and Technology, and Industrial and Mechanical En-

gineering. Besides, there was no specific degree required in 

the CG sector. 

Regarding knowledge transfer, there were on-the-job train-

ing programmes such as supervisory skills, learning value, and 

stream mapping for the CG. Technical training was provided 

for the CE. And finally, food quality management and food 

safety were offered in CF. 

Table 6. Knowledge transfer for supervisors. 

Supervisors Knowledge transfers 

CG Top 3 knowledge transfers Supervisory skills training, learning value, stream mapping 
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Supervisors Knowledge transfers 

CE Top 3 knowledge transfers Technical training 

CF Top 3 knowledge transfers Food quality management, food safety 

Source: author calculated from survey data 

Technicians: technicians were required to have technical 

degrees that were officially recognized by the public. The CG 

technicians were asked for their electrical degrees. Similarly, 

the CE asked for Industrial and Mechanical Engineering and 

Electronic Engineering degrees. Lastly, the CF firms de-

manded degrees in Animal Science, Chemical Engineering, 

Food Technology, and Electricity. 

Technicians were provided with knowledge transfers in 

electrical wiring and occupational safety, quality control, and 

electricity in the CG. Likewise, the CE factories also trained 

their technicians on SolidWorks, technical training, and se-

quence control Programmable Logic Controller (PLC) sys-

tems. Finally, the CF firms conducted knowledge transfer on 

food engineering, pre-and post-harvest, waste agriculture, and 

biotechnology. These training programmes were highly tech-

nical and practised with modern types of machinery. 

Table 7. Knowledge transfer for technicians. 

Technicians Knowledge transfers 

CG Top 3 knowledge transfers Electrical wiring and occupational safety, quality control, and electricity 

CE Top 3 knowledge transfers Solid work, technical training, sequence control PLC system 

CF Top 3 knowledge transfers 
Training course on food engineering, training on pre-and post-harvest, waste agriculture, and bi-

otechnology 

Source: author calculated from survey data 

Higher management: this position required degrees in elec-

trical engineering, mechanical engineering, and electronic en-

gineering for CE firms. CG wanted degrees in electrical engi-

neering and production control. Finally, CF wanted their can-

didates with degrees in chemical engineering and food pro-

cessing, food technology, industrial and mechanical engineer-

ing, quality control and mechanics, and food science. More 

than qualifications, the higher management candidates also 

needed working experience, especially in managerial roles. 

Regarding knowledge transfer, the analysis showed that 

higher management staff benefited the most from the three in-

dustrial sectors, especially the CG and CF sectors. Specifically, 

CG trained their higher management with various knowledge 

and skills, such as advisory skills training, supervisory skills, 

fit evaluation, and pattern alteration skills. These skills were 

essential for garment production and staff management. Sim-

ilarly, CE provided their management staff with industrial 

management and system control. These skills were aimed at 

helping the operations team perform better in the business op-

eration. Finally, CF provided additional training to manage-

ment staff on quality control, factory and production manage-

ment, food safety, and production management. These skills 

and knowledge were highly valuable and related to the busi-

ness as usual. 

Table 8. Knowledge transfer for higher management. 

Higher management Knowledge transfers 

CG Top 3 knowledge transfers Advisory skills training, supervisory skills training, fit evaluation, and pattern alteration 

CE Top 3 knowledge transfers Industrial management, system control 

CF Top 3 knowledge transfers Quality control, factory and production management, food safety, production management 

Source: author calculated from survey data 
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The knowledge transfer for all job classifications was pro-

vided as nonformal education and training, such as coaching 

and mentoring in the business operating system. It was indus-

trial-specific and involved self-assessment of quality and 

practice. It would form in various ways, such as induction 

training, technology training, general information on the job 

position and operation, and work experience programmes. 

5. Discussions 

The study found a positive influence of inward FDI on em-

ployment development in Cambodia, aligned with [17], the 

FDI Spillover Theory, and similar to [27]. The study found 

that inward FDI generated more employment opportunities for 

all job classifications as related to studies [2, 3], and the posi-

tive employment benefits gained, as found in neighbouring 

countries: Vietnam and Thailand, by [26] and [32]. Finally, 

the positives in education and knowledge transfer were gained 

from FDI, similar to the Republic of Korea, Taiwan, the Phil-

ippines, Malaysia, and India [3, 14, 18]. Though the study re-

vealed a few concerns in the following. 

The study highlights direct effects (e.g., 315% employment 

growth across job classifications) and indirect effects (e.g., 

knowledge transfer in technical skills for supervisors, techni-

cians, and management, while noting limitations for general 

workers). Spillover Theory by [17] explains these as horizon-

tal spillovers (within the same industry, like skill upgrades in 

garment factories) and vertical spillovers (across supply 

chains, such as technology adoption in electrical assembly). 

While employment grew, general workers did not seem to 

enjoy it much. There was a positive contribution of inward FDI 

in employment development in Cambodia, but general work-

ers did not seem to enjoy it much. This study found that gen-

eral workers received low-capacity development in 

knowledge transfer. They were trained in specific skills, such 

as operating a sewing machine, ironing clothes, and other spe-

cific garment work skills. It is indicated that there is limited 

skill-building in this particular job classification. Moreover, 

these general workers were recruited due to the companies' la-

bour demand. The jobs were secure due to the company's per-

formance and market situation. It brings concern because this 

job classification shares most of the Cambodian workforce. 

Thus, skill development, both upskilling in FDI firms and re-

skilling in TVET schools, should be broader and available to 

the general workers. 

FDI investors were not satisfied with the quality of work 

produced by their employees, but pay increased annually. FDI 

investors complained about balancing the benefits given and 

the quality of work produced by employees in the three sur-

veyed industrial sectors. For example, investors experienced 

low work productivity and skills while the minimum wage 

rose annually. These problems reported affected business per-

formance. Given these research results, it would take into ac-

count the minimum wage policy and employment develop-

ment offered by FDI investors. The three parties' understand-

ing: FDI investors, employees, and policymakers should be on 

the same page, especially during the annual minimum wage 

negotiation. Doing so would improve employee benefits and 

encourage more inward FDI in the country. 

Skills and knowledge transfer do occur, but they remain 

largely non-formal. Regarding knowledge transfer, a proper 

assessment mechanism should be considered. Most 

knowledge transfers were industrial-specific and involved 

self-assessment of quality and practice. These included induc-

tion training, technology training, general information on the 

job position and operation, and work experience programmes. 

These knowledge transfers were confirmed to be a high-value 

addition to skill gaps and skill shortages in the Cambodian la-

bour market [14]. Thus, national recognition mechanisms 

should be developed within the industry to capture these es-

sential skill transfers for better benefits to workers and stand-

ardize generic skills for the potential inward FDI. 

Finally, it is essential to improve formal skill development 

to meet the needs of these industrial sectors. As found in this 

study, FDI investors still complained about the skills limita-

tion. Thus, improving formal skill development should be the 

priority. Similarly, [19] suggests that the government should 

properly allocate a budget for formal training, enhance the 

training of trainers, update new technologies, and create inno-

vative skills centres. Moreover, the government should coor-

dinate to link skill providers to suitable firms in the job market. 

These ways may address worker quality and capacity devel-

opment, improving labour competency to attract more inward 

FDI in Cambodia. 

Limitations of the Study 

This study, while providing valuable firm-level insights, 

has several limitations that should be acknowledged. 

Temporal scope and data timeliness represent the most sig-

nificant constraint. The survey data cover only the period 

2012–2017 (five-year growth window). Cambodia’s manu-

facturing and FDI landscape evolved substantially after 2018–

2019: the loss of Everything but Arms (EBA) preferences 

(2020), COVID-19 disruptions, rapid electronics/electrical as-

sembly growth, heavy Chinese FDI dominance (often >50% 

of inflows post-2020), and recent wage negotiations/produc-

tivity pressures (2023–2025). Findings on wage-productivity 

divergence and knowledge transfer may understate or over-

state current dynamics. 

Reliance on manager-reported data (directors, production 

managers, factory managers) introduces potential biases. Self-

reported employment figures, wages, benefits, and especially 

knowledge transfer/training activities are prone to social de-

sirability bias and recall inaccuracies over a five-year retro-

spective window. The absence of employee-level surveys or 

payroll/HR records prevents triangulation of worker experi-

ences, gender-specific outcomes, or actual skill absorption (a 

common critique in FDI spillover research). 
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Scope and generalizability are restricted. The sample fo-

cuses exclusively on three sub-sectors (garments, food pro-

cessing, electrical/electronic assembly) out of a broader man-

ufacturing base (footwear, wood, rubber, etc. are excluded). 

Although proportional stratified sampling yielded n=101 

firms (≈40% response rate from 254 identified), 12 firms were 

dropped due to incomplete data, and results were not disaggre-

gated by region (capital vs. border vs. seaport) or firm charac-

teristics (size, ownership nationality, SEZ vs. non-SEZ, export 

intensity). No comparison with domestic firms was conducted, 

limiting spillover analysis. 

Methodological constraints include reliance on basic infer-

ential statistics (One-Way ANOVA, Pearson correlations) 

without advanced techniques (fixed effects, propensity score 

matching, instrumental variables, or difference-in-differences 

around foreign ownership changes). The open-ended yet 

structured questions, while improving comparability, required 

researcher interpretation/coding, introducing subjectivity. Fi-

nally, the study emphasizes direct employment effects more 

strongly than indirect spillovers (productivity, backward link-

ages, technology diffusion), despite framing via [17] spillover 

theory. 

Reflections and Implications 

Despite these limitations, this research makes a meaningful 

contribution by presenting rare primary firm-level quantitative 

evidence from Cambodia on employment growth (315%), 

wage premiums, non-monetary benefits, and uneven 

knowledge transfer patterns. Such granular, sector-specific 

data remain scarce compared to aggregate or macro-level 

studies. 

The findings reinforce that FDI generates jobs and basic in-

come effectively but struggles to deliver broad-based human 

capital upgrading for the low-skilled majority (general workers). 

This structural mismatch, rising wages amid skills shortages 

and low productivity, is a classic "middle-income trap" warning 

signal and directly supports the paper’s policy recommenda-

tions (TVET investment, formalized tripartite wage/skill coor-

dination, national recognition of in-firm training). 

From a researcher’s perspective, conducting face-to-face 

firm surveys in Cambodia highlighted practical challenges: 

access difficulties, trust issues with foreign-owned factories, 

language barriers, and the sensitivity of wage/productivity 

data. These realities underscore why most Cambodia FDI 

studies remain secondary or macro-oriented. 

Avenues for future research include: 

Panel or matched employer-employee data (post-

2018/2023) 

Mixed-methods designs (manager + worker interviews) 

Productivity-focused analysis 

Comparison of Chinese vs. non-Chinese FDI 

Causal identification strategies 

More advanced econometric techniques, such as panel re-

gression or propensity score matching, could yield stronger 

causal inferences in future research, specifically by addressing 

potential selection biases in firm-level FDI analysis. 

Expanding to more sectors, incorporating SEZ-specific ef-

fects, and tracking long-term worker mobility would 

strengthen the evidence base for Cambodia’s Industrial Devel-

opment Policy and SDG 8 ambitions. This study serves as an 

important baseline but must be updated and deepened to re-

main policy-relevant in Cambodia’s fast-changing FDI envi-

ronment. 

6. Conclusion 

This study provides a comprehensive quantitative analysis 

of Foreign Direct Investment's (FDI) influence on employ-

ment development in Cambodia's manufacturing sector, draw-

ing on firm-level survey data from 101 enterprises across the 

garments (CG), food processing (CF), and electrical/elec-

tronic assembly (CE) industries. The findings underscore 

FDI's substantial positive contributions, including a remarka-

ble 315% employment growth across all job classifications, 

general workers, operators, supervisors, technicians, and 

higher management from 2012 to 2017, with CE and CG sec-

tors leading over CF. This growth has particularly benefited 

female workers, who dominate the workforce in these indus-

tries. Wages consistently surpassed national minimums, sup-

plemented by robust non-monetary benefits such as healthcare 

and accommodation, fostering improved livelihoods. Addi-

tionally, FDI facilitated critical knowledge transfers, enhanc-

ing skills in higher-level roles and aligning with spillover the-

ory [17] through horizontal (intra-industry) and vertical (sup-

ply chain) effects. 

However, the analysis also exposes persistent structural 

challenges. Knowledge transfer remains uneven, favoring 

technicians, supervisors, and management with industry-spe-

cific training while offering limited upskilling for general 

workers, the bulk of Cambodia's labor force. This disparity 

perpetuates skills shortages and a wage-productivity gap, 

where annual wage increases outpace productivity gains, un-

dermining long-term industrial competitiveness and risking 

entrapment in low-value activities. 

These insights remain relevant amid Cambodia's evolving 

FDI landscape post-2017. Despite disruptions from the 2020 

EBA tariff withdrawal and COVID-19, FDI inflows re-

bounded strongly, reaching $3.6 billion in 2020 and surging 

to $7.8 billion in approved projects in the first nine months of 

2025, predominantly from China (75-90% of inflows) and fo-

cused on manufacturing and infrastructure. Manufacturing's 

GDP share grew to 16.3% by 2019 but stagnated around 15-

16% thereafter due to pandemic effects, with employment cre-

ation averaging 17% annual growth pre-COVID but empha-

sizing low-wage roles. The Industrial Development Policy 

(IDP) 2015-2025 mid-term review (2022) notes partial 

achievement in shifting toward skill-driven industries, yet 

highlights the need for greater diversification beyond gar-

ments into high-tech sectors like electronics and renewables 

to sustain high-quality job growth and poverty reduction (be-

low 10% by 2019). 
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By addressing these constraints through targeted reforms, 

Cambodia can enhance its FDI attractiveness, promote indus-

trial upgrading, and align with Sustainable Development 

Goals (SDGs) 8 (Decent Work and Economic Growth) and 1 

(No Poverty). This will foster equitable human capital devel-

opment, reduce vulnerability to external shocks, and position 

the country for upper-middle-income status by 2030. 

To maximize FDI's benefits for inclusive and sustainable 

employment development, this study proposes the following 

revised recommendations, updated to reflect post-2017 trends 

such as Chinese FDI dominance, COVID-19 recovery, and 

IDP progress: 

Enhance Skill Development Accessibility and Relevance: 

Expand upskilling programs within FDI firms and reskilling 

via Technical and Vocational Education and Training (TVET) 

systems, prioritizing general workers with broader, transfera-

ble skills (e.g., digital literacy and basic automation). Collab-

orate with Chinese investors, who dominate inflows—to man-

date technology transfer clauses in FDI approvals, building on 

the 2021 Law on Investment's focus on green energy and elec-

tronics. Allocate dedicated budgets for trainer development 

and innovative skills centers, aiming to bridge the wage-

productivity gap and support IDP's skill-driven transition. 

Strengthen Tripartite Stakeholder Coordination: Institu-

tionalize regular dialogues among FDI investors, employees 

(via unions), and policymakers to align on wage negotiations, 

productivity incentives, and labor standards. Incorporate post-

COVID lessons, such as remote training and supply chain re-

silience, to ensure mutual benefits. This could include incen-

tives for firms demonstrating skills upgrading, targeting the 

97% foreign-owned export factories to foster local manage-

ment roles and reduce gender inequalities in advancement. 

Develop National Recognition and Standardization Mech-

anisms: Partner with industry associations to formalize and 

certify in-firm knowledge transfers, creating portable creden-

tials for workers. Standardize generic skills (e.g., quality con-

trol, safety) across sectors to attract diversified FDI beyond 

low-value manufacturing. Leverage recent FDI surges in re-

newables and automotive assembly to pilot these mechanisms 

in Special Economic Zones (SEZs), promoting backward link-

ages with domestic suppliers. 

Align Formal Education with Market Demands and Pro-

mote Diversification: Bolster government coordination to 

match TVET graduates with FDI needs through data-driven 

labor market information systems. Update curricula with 

emerging technologies (e.g., AI in electronics) and provide 

fiscal incentives for FDI in high-value sectors like agro-pro-

cessing and clean energy. Monitor Chinese FDI's impact on 

job quality, enforcing labor protections to ensure sustainable 

employment, and diversify investor sources to mitigate over-

reliance. 
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