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Foreword

In June 2007, the Intemational Labour Conference (ILC) discussed the promotion of sustainable
enterprises. The conclusions of this discussion provided an important contribution agreed by the ILO s
tripartite constituency of governments, employers” and workers' organizations on how to promote
enterprise development in a manner that aligns enterprise growth with sustainable development
objectives and the creation of productive employment and decent work. The conclusions called for the
strengthening of the institutions and govemance systems which nurure enterprises. Strong and
efficient markets need strong and effective institutions. Promoting sustmnable enterprises is also about
ensuring that human, fmancial and natural resources are combined equitably and efficiently in order to
achieve innovation and enhanced productivity.

The conclusioms reached at the 2007 ILC discussion on the promotion of sustainable enterprises
identified 17 pillars for an environment conducive to the promotion of sustainable enterprizes. This
report analyses how Cambodia performs with respect to each pillar, with the aim of assessing the
relative strengths and weaknesses of the enabling environment for sustainable enterprises and
employment in the country. The report meorporates the results of a national opinion or perceptions
survey conducted n the country focusing on 4 of the 17 pillars, including social dialogue; education,
training and hifelong learning; legal and regulatory reform; and trade and integration.

The report 1s designed to stimulate debate and to provide an evidence base for policy reforms for
an environment mor conducive to the promotion of sostamable enterprises m Cambodia, A
complementary action plan based on the findings of this mport will ensure the implementation of
specific measures aimed to improve the enabling environment for sustainable enterprizes in Cambodia

The EESE exercise comes timely to the process of the broader Mational Employment Policy
development also supported by the International Labour Organization. Two of the poonty topics of
the EESE work (skills and industrial mlations) relate to topics within the broader on-going Mational
Employment Policy (MEP) process. Within the MEP process four priorties have been identified and
studies have been commissioned, namely rural employment, macroeconomic policy and its mpact on
the labour mearket, labour migrmtion and skills gaps. These studies informed the EESE mport
CAMFEBA., as national employer organization will have to have clear positions on issues such as the
dollanzation of the economy, welghing the possible positive effect of dollarization on investments vis
a vis the vulnerability of the macrosconomie framework due to dollarization and the limited control
the Mational Bank of Cambodia has over the money supply.

Cambodia Federation of Employers and Business Associations ought to be thanked for helping to
facilitate the implementation of activities since their inception. The authors are grateful to Ms. Annie
Guyon for editing and formatting this report.

The views expressed in the mport are the sole esponsibility of the authors and do not represent
those of the ILO or the soclal parners in Cambodia. Similarly, any errors or omissions are the sole

responsibility of the authors.
Deborah France-Massin Peter Poschen
Director MMrector
Burcan of Employers” Activities Enterprises Department
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Executive summary

In June 2007, the Intemational Labour Conference (ILC) discussed the promotion of
sustainable enterprizses. This calls for the strengthening of the institutions and govemance systems
which nurture enterprises. Strong and efficient markets need strong and effective institubions.
Promoting sustamable enterprises 1s also about ensuring that human, financial and natural
resoumes are combined equitably and efficiently in order to achieve mnovation and enhanced
productivity.

The conclusions mached at the 2007 [LC discussion identified 17 pillars for an environment
conducive to the promotion of sustainable enterprises. This report 15 based on these conclusions.
It analyses how Cambodia performs with respect to each pillar, with the mm of assessing the
relative strengths and weaknesses of the enabling environment for sustainable enterprises and
employment in the country. The assessment described in this report 15 based on secondary data, a
literature review, and results of a national perceptions survey of workers and employers
conducted in Cambodia which focused on 3 of the 17 pillars.

To further enhance the readability of the mport, summaries have been meluded at the
beginning of each chapter with a graphical representation of the most relevant indicators for the
respective chapter, comparing Cambodia to selected countries and summarizing the mam chapter

findings.
Economic elements

Economie growth and job creation in Cambodia are mainly sustained by the garment,
tourlsm and construction sectors. This exposes the economy to a number of structural
vulnerabilities — for example, the garment industry is losing its competitive edge because of
comparatively higher wages, higher freight costs and increased competition in the sector.
Tourism has attracted substantial foreign direct investments (FDI) so far. Agriculiure, instead,
though accounting for the majorty of national employment, is mostly a means of subsistence,
accowmtng only for one third of total GDPF. The Government, however, has plans for Cambodia
to become a major rice exporter by 20135, with already some successful achievements.

Cambodia’s GDFP has impressively grown over the last fifteen years and, even after the
global crsis of 200809, staged a strong recovery. Monetheless, not sufficient jobs have been
generated and the poverty rate remains high, with about 90 per cent of the population still obliged
to rely on the informal economy to supplement their incomes. With regard to trade, Cambodia
performs fairly well, with the total trade4o-GDP ratio above 100 per cent. Mevertheless. its
exports are concentrated towards a few selected markets and made up mainly of garments and
footwear, making it vulnerable to mardket changes and price fluctuatons. The majority of FDI
inflow comes from the Bepublic of Komra and Malaysia, and is related to telecommunications and
garment enterprises, followed by commercial banks. Furthermore, despite the effort put in
fostering regional integration, concrete benefits in terms of intra-regional trade have not been
realized, yet.

Regarding the legal and regulatory framework, the Govemment has recently simplified the
business registration process by reducing the number of documents required and registration
costs. However, according to the “Starting a Business Index”, Cambodia still performs poorly,
ranking at 175 out of 185 in 2012 — hence, further mprovements need to be achieved. Also the
Judicial system and respect for property nghts and intellectual property rights are issues of
concern. In this regard, especially the high filing fees prevent a large part of the population from
accessing judicial mstitutions, whilst mtellectual property rights are not yet legally mplemented.
On the other hand, considerable improvements have been reached in terms of competition




regulation and promotion in recent years, although a number of employers still perceive unfair
competition to be one of the main challenges to doing business.

The ICT sector m Cambodia has been developing very fast, growing at a pace of 32 per cent
per year, owing particularly to the encouraged entry of private mobile and Internet providers in
the market. Mevertheless, the low personal computer penetration rate — due to high tariff rates on
ICT products — and the small number of Internet subscriptions constrain SMEs" competitiveness,
which also lack IT skills and knowledge. Conceming access to fmance, it does not appear to be a
major constraint for large enterprises, whilst the opposite 15 true for SMEs, especially those
operating in the farming sector. Thiz is the reason why microfinance mstitutions am a key
component in the Govemment agenda — they effectively provide financial services to the miral
and SME economy and are a tool for poverty reduction. With regard to physical infrastructures,
in spite of a strong improvement shown by secondary data, they need to be substantially
upgraded. Electricity supply 1= erratic and deficient outside urban areas. Potable water is
accessible only by 64 per cent of the population.

Social elements

Promoting an entreprencurial culture is fundamental to increase people’s awareness of the
potential of business as an altemative to waged employment. In Cambodia, although large-scale
firms employ a considerable portion of the labour force, the number of enterprises with up to two
persons engaged 1s greater than the number of those with more employees. SMEs are particularly
determinant in rural areas, where they are the main contributor to employment, includng poor
and vulnerable households, and foster local economic growth and social stability. Nevertheless,
they face several challenges, of which access to financing and to the labour mardket 15 the most
severe. In its effort to promote SME development. the Government has identified some main
intervention areas m the Mational Strategic Development Plan Update 2009-2013, and has
established the SME Sub-committes to draw key nationwide strategies.

The supply of skilled and specialised labour in Cambodia 15 a central issue for business
development. Despite an ncrease in the public expenditure on education and in the literacy rate,
students generally complete primary and secondary education without acquiring the appropriate
skills in order to be then easily employed in the labour market. Furthermore, apart from the
tourism sector, only rarcly employers provide traiming or pay for staff training and, most of the
times, these are large firms. As a consequence, small companies tend to be more negatively
affected by the lack of skills. This requirs the Government to promote enterprise and vocational
training for the general public more effectively.

Low levels of inequality and the absence of discrimination are necessary conditions for
sustainable enterprise development. Despite the fact that growth has not been shared equally

among the population, the number of people living under the poverty line m Cambodia halved
over the last two decades. Unfortunately, for partcular groups, poverty incidence still remains
high, though. Moreowver, notwithstanding a relatvely high labour force participation rate, most of
the jobs are neither adequately remunerative nor productive, determining a high volnerable
employment rate. With regard to social protection, Cambodia provides insufficient support,
which leaves poor people disproportionally vulnerable to risks.

Political elements

Despite recent political dmptmu and U‘D.EEIIHJII.T_‘;' since 2013, over the last d:.r:uda
Cambodia has in fact been experiencing mereasmg political stability, especially owing to
incremental improvements in developing democratic institutions and practices. Mevertheless,
security risks, due to wiolent and organised crime, undermine business development. Also,




cormption has been identified as the major constraint hampering firms" activity according to the
World Economic Forum confirmed by the EESE.

Social dialogoe 15 still weak m Cambodia with the majority of sirkes caused by the lack of
communication between workers and menagement andfor conflicting agendas of unions. This
clearly emerges from both the survey conducted with employers and the one with employeess, The
unicnisation rates nationally across the entire labour force are quite low, with the exception of the
garment sector having 60% of its workers registered In unions. However, it should be noted that
the union movement is guite young and it will inevitably take time for more institutional
improvements in the labour-employer relationship. In addition, some mstitutions facilitate the
tripartite dialogue about labour-related issues, whilst an Arbitration Council effectively solves
disputes. In regards to homan nghts and international labour standards, the Government has put
an emphasis on poverty reduction end improving working conditions, especially fighting against
child labour, Nonetheless, land property rights and human trafficking still remain a concern.

Environmental elements

Environment protection 15 a controversial issue in Cambodia. In fact, the country 15 unable
to efficiently manage the extensive natural resources, of which it 15 endowed, in spite of the
necessary suite of laws and regulations. In addition, the economy is strongly affected by the
environment management, becanse large portions of the population depend on it — for example,
forests contribute about 30-40 per cent of the rural population’s total houschold income, while
inland fisheries are essential in a country where fish accounts for three-quarters of the animal
protem intake, without considering the relevance of the agricultural sector. Improvements in the
environment stewardship have been made. However, improved institutional coordination and
better technical and financial resources are required.

Assessment results and ways forward

The final results of the overall assessment on an enabling environment for sustainable
enterprises m Cambodia based on primary and secondary data, thorough literature review,
indicate that 1) education, trainmg and skills, 2) cormption, 3} social security and 4) social
dialogue are the arcas deserving attention. In this mspect, active involvement with the Anti-
cormuption Unit and advocacy for wider publishing of public services fees and dissermnation of
thiz information to businesses is pivotal to preventing corruption within the legal and repulatory
environment, and thus facilitating more sustainable business operations. Skills and capacity
challenges are also a primary concern for the country where nearly half of slm-'c]r:,d enterprises
expressed concern of the free flow of labour and the impact of this on thelr companies.

In line with the broader Cambodian Mational Employment Policy Dﬁ:lu:-pmmt exercise,
there 15 a need for a) more public investments, b) boosting domestic nvestments (through
entreprencurship culture and access to credit and business development services), ©) more
stmctural transformation towards the manufacturing sector and d) expanding spending on a social
protection and safety net programme to support ageregate demand.

Building on the EESE assessment, the Cambodian Federation of Employers and Business
Association’s (CAMFEBA) advocacy efforts over the next years to come will focus on 1)
education, training and skills, 2} improving governance, 3) better legal and repulatory
frameworks, and 4) iImproving work place relations and social dialogue.







1. Intraduction

The important role that the private sector plays n social and economic development led the
Intemational Labour Conference to discuss the concept of sustmnable enterprises m June 2007,
The promotion of sustainable enterprises ensunes that humean, financial and natural resources are
combined eguitably. An environment conducive to the creation and growth of enterprises on a
sustainable basis must take into account the four dimensions of sustainable development —
political, economic, social, and environmental — as interdependent and mutually reinforcing
pillars.

The 2007 International Labour Conference adopted conclusions for the promotion of
sustainable enterprizes and identified 17 conditions for an enabling environment. An environment
conducive to the creation and growth of sustainable enterprizses combines the legitimate quest for
profit with the need for development that respects human dignity, environmental sustainability
and decent work.

The same conclusions invite the IOV to focus its interventions on practical responses,
including tools, methodologies and knowledge sharing, which are mlevant to the social partners
in their activities. This is why the LD has developed a methodology to assess the degree to
which the 17 conditions for an enabling environment for sustainable enterprises are met in
different countries. This report describes the implementation of such an assessment m Cambodia
and 1= pant of a series of country reports on the same topic. The report covers the political,
economic, social, and environmental situation of the enabling business environment in Cambodia.
The political area comprises 4 of the 17 conditions, the economic includes 8, the social 4, and the
environmental dimension consists of 1 condition.

The enabling environment for sustainable enterprises in Cambodia was assessed through a
careful review of secondary data, findings from o national perception survey of workers and
employers (including owners, CED: and managers of companies), and supplementary
information from published and unpublished materials. The perception survey was conducted in
2013 by BDLink Cambodia with the aim of identifying policy and advocacy strategies, and to
inform the development of the EESE report. The survey focused on 3 of the 17 conditions.!

The survey was conducted i two parts, first mviewing business owners’ needs and
challenges, and second, reviewing the attitudes of workers (including professionals) with the aim
of informing policy development of employers. A total of 355 enterprise representatives, or
employers, were sampled. Of this total, 155 companies are based in Phoom Penh, 105 in Siem
Eeap and 95 in Battambang. Firms represent all major industries incloding trade (wholesalers and
retalers) (20.8 per cent), hotel, guesthouse and restaurant (17.5 per cent), food and beverage
producers (13 per cent), agro-processing (rice millmg) (11.8 per cent), construction (9 per cent),
garment and footwear (8.7 per cent), professional service providers (4.8 per cent), banking,
insurance and microfinance mstitutions (2.7 per cent), and telecom/ICT (2 per cent), as well as
2.7 per cent from sectors categorized under “other”, such as NGOs and manufacturing. Only 17.2
per cent of surveyed firms are members of Cambodia Federation of Employers and Business
Associations (CAMFEBA), while the remaining 82.8 per cent are not. 49 per cent of surveyed
enterprises are small and 51 per cent are large. Of the CAMFEBA members, 532 firms are lange,
and 9 are small.® Considering the position of the firm representatives who participated in the

EESE survey, 43 per cent are CEDs or owners, 43 per cent are managers, 9 per cent are officers
or executives, and 3 per cent have other roles. Bespondent distribution by ownership of the

! These are “good govemnance”, “social dialogue™, and “education, traiming and lifelong learning™.

? Firm size is determined by value of assets (excluding land). where small firms are defined as those with
less than 500000 IS0y in assets, and large firms am thoss with over 500,000 TS,




company shows that 70.7 per cent of surveyed firms are Cambodian-owned, 22.5 per cent are
forelgn-owned, and 6.8 per cent are both Cambodian and foreign-owned. Regarding unmon
representation, 77.5 per cent of companies surveyed reported not having eny umions andfor
employes representatives operating in their enterprise, while 22,5 per cent reported having such
entities. Interestingly, though the majonty of surveyed firms were not CAMFEBA members, no
similar association reflected a higher representation among firms, OFf the total firms, 222 reported
not beng a member of any asscciation, 61 are CAMFEBA members, and 61 reported being a
member of a different association, such as the Garment Manufacturers Association n Cambodia
(GMAC) or the Rice Miller Association. For all other associations, all reflected membership
levels are low, with less than 10 members patticipating in the EESE survey.

The EESE survey sample of workers 18 made up of 257 individuals. The sample is
regionally diverse, meluding 111 workers from Phnom Penh, 74 from Siem Beap, and 72 from
Battambang. Surveyed workers are engaged in a mnge of industries incloding: construction (18
per cent); hotel, guesthouse and mstaurant (17 per cent); trade (17 per cent); food and beverage
producers (15 per cent); garment and footwear (13 per cent); agro-processing (9 per cent); and
industries categorized as “other”, such as manufacturing (11 per cent). Male workers account for
63.8 per cent of respondents, while female workers account for 36.2 per cent. The majority of
workers (36 per cent) are between the ages of 21-30, those 20 years or younger make up 23 per
cent of mspondents, those 3140 years old make up 12.8 per cent, 41-50 years make up 5.4 per
cent, and those over the age of 50 make up just 2.7 per cent. Regarding years spent with a current
employer, the large majorty of workers surveyed (626 per cent) have only been with their
current employer for less than one year. 29,2 per cent have been with their employer 1-3 years, 7
per cent for 3-10 years, and 1.2 per cent for more than 10 years. Similady, when it comes to years
of work experience, 29.2 per cent have less than one year, 4.4 per cent have 1-5 years, 17.5 per
cent have 5-10 years, and 8.9 per cent have more than 10 years of work experience. Of all
workers surveyed, 67 per cent have not reached high school, with a small potion having no
schooling at all. This is true across all industries.

The EESE assessment described i the present report has certain shotcomings which should
be kept in mind. Secondary data on Cambodia is sometimes missing, is available for only one or
few years, or is not up-to-date. Furthermore, it is sometimes difficult to identify appropriate
indicators to measure specific EESE conditions, as in the case of “entreprencurial culture™ where
only two indicators have been identified, and only one of which has data on Cambodia. Primary
data also prsents some limitations. To overcome these and other limitations, the authors have
used information from available national and international literature.




2. Economic elements

Indicators assessing economic elements of an enabling environment for sustainable
enterprises®

MMacrmacomic indicstors (26491
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indicating Cambodia™s high mliance on imports
coupled with a low diversification of exports.

Total trade as a pecentage of GOP has increased at
an annual average rate of 17 per cent betwean 1995
and 209, Thiz highlights how Cambodia is a
highly liberal and oubward-looking econommy.
However, exports are concentrated towards the
.5, EU and Hong Kong and composad mostly by
textiles and apparel. The consequent riskiness
cleady emerged in 2009, when garment exporis
dropped by 31 per cent, causing a large job loss in
the sector. Also agriculure can become a relevant
soume of exports, but many agricultural products do
not mest the technical standards of buyers, thus
they are informally exported.

Cambodia is also trying to substitute imports of raw
materials for the garment industry with locally
produced commodities.

The FDI inflow is relatively high, especially since
Special Economic Zones heave been establizshed.
Cambodia is also making efforts to increase it
integration in regional markets, although it has not
yet fully benefited from this. China has become its
major partner, mainly owing to the financing of
significant infrastrocture projects.

With regard to the legal and megulatory framework,
Cambodia does not  perform well.  Although
considerable improvements have been achieved



according to the “Ease of Doing Business Index™,
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2.1. Sound and stable macroeconomic policy and good management
of the economy

Macroeconomic policies should guarantes stable and predictable economic conditions. Sound
economic management should combine the objectives of creating more and better jobs, combating
inflation, and implementing policies and regulations that stimulate long-term  productive
investment. Cambodia s a developing country with a narow economic base. In recent years, the
garment, tourism, and construction sectors have driven economic growth and job creation, while
the agricultural sector, where the majority of Cambodians earn their hivelihoods, remans poor and
unstable. Despite several consecutive years of impressive economic growth in the country, the
poverty rate remains high, and disproportionately so in rural areas.”
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Between 1998 and 2008, Cambodia registered an average annual GDP growth rate of neady
10 per cent.* achieving a rate of 13.3 per cent i 2005.° Although this remarkable growth was
interrapted by the global economic downtum in 2008-09, Cambodia staged a strong recovery in
2010 and 2011, with GDP growth at 7.1 per cent in the latter year. This 15 higher than the East Asia
and Pacific region average of 3.4 per cent in the same year, and of the other four countries used for
comparizon, only Lacs performed better in 2011, reaching over 8 per cent. The World Bank
predicts that growth momentum m Cambodia will further increase, driven by strong expors,
private myestment, and a solid macroeconomic position. Though poverty rates remain high in spite
of this impressive peformance, rapid economic growth has created new employment opportunitics,
crd?' contributing to the dechine n poverty from 47.5 per cent in 199304 to 34.7 per cent by
2004,

The three key economic sectors in Cambodia are the agriculture, gamment and tourism
industries. Cambodia boasts one of the largest agricultural sectors in the East Asia region,

? Warld Bank. 2008. Cg ining. F '
Environment. Beonomic Inmtuta DfEBII:Ib-I:IﬂIB.. Warld Ban]v: Duzamhar Amaaaa:l 14 .Tu.ua EDIEI

* World Bank. (undated). Cambodia Orverview.
3 100, 2000,

 World Bank. (undated).




accounting for 72.2 per cent of national employment in 2008, But while agricalture generates 32
per cent of the total GDP, most farming 1= for subsistence, and formal agricultural exports are
limited. Productvity per day worked i Cambodia®s agncultural sector 15 quite high, often at 10
USD per day or more. Unfortunately, because the land generates relatively few days of work a
year, the overall output per person is low. The proportion of irigated land is among the lowest in
the region, which means that most areas produce only one crop per year. This is one of the man
constraints to higher output in the sector.® The Govemment has proritized improvements n
agriculture and rural development, for example, includng specific actions in the Rectangular
Strategy 1 for 2008

In contrast to the agricultural sector, Cambodia reflects the lowest share of employment in
industry in the East Asian region at 8.6 per cent in 2008, Countrics with the largest shares of
employment in industry in the region include China (27.2 per cent in 2008}, Malay=ia (27 per cent
in 2000), and Japan (25.3 per cent in 2010)."" Nonetheless, manufacturing accounts for a large
portion of Cambodia’s economic growth, especially in regards to the garment mdustry. The 2009
global recession exposed Cambodia’s structural economic vulnerabilities, and in particular its
dependence on garment exports.! The garment industry is predominantly foreign owned, as is also
the case for other types of light manufacturing for export in the country. The gamment sector 1s
showing signs of losing its competiive edge because of comparatively higher wages (exacerbated
by mflation mn the recent past) relative to wages n other countries producing similar products,
higher freight costs, and increased competition for similar products, coupled with declining overall
demand for the manufactured goods. In effors to protect the sector, the Govemnmment provided firms
with tax exemptions m 2008 and began providing wage subsidies to top up the salaries of workers
by 6 USD per month. ™

Tourism is another sector that 15 highly important for the stability and health of the Cambodia
economy, 45 well as one requiring complex macroeconomic policy guidance. Between 2001 and
2006, tourism grew at an annual rate of 10-20 per cent.”” In more mcent years, tourist spending.
using a strict definition, accounts for just under 10 per cent of the economy, though, its contribution
may be closer to 20 per cent when related activities are taken into account. One-third of foreign
direct investment (FDM) since the mid-1990s has been in the tourism sector. In 2013, the Wordd
Economic Foram ranked Cambodia at 109 out of 139 in tourism competitiveness.'* High energy
and flight costs, as well as hmited ICT and infrastrocture, are main reasons for this low position.
There 15 strong evidence that Cambodian tourism has developed primarily on the basis of the
comparative advantage of the Angkor Wat temples and the cost competitiveness of Cambodia in
the traditional source markets in Europe and the 1.5, However, over-reliance on the temples and
price competiiveness, without gquickly developing other competitive advantages of this sector, 15
the greatest challenge presently facing the tourism sector.™
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In addition to sector-specific solutions to these economic challenges, the Government is also
looking for alternative arcas through which to stimulate economic growth, For example, there are
plans for Cambodia to become a major rice exporter, and authorities have set a target of exporting
Im tonnes of milled rice annoally by 20135, This plan is already showing some success; between
2010 and 2011, exports of milled rice rose from 140,000 tonnes to 170,000 tonnes, despite severe
floods in the fourth quarter of 2011, which caused considerable damage to agriculture. In line with
plans to expand rice production, agriculiural growth should accelerate as well. There ar also signs
that Cambodia’s special economic zones are beginning to attract FD n a range of manufacturing
activities. Flows of FDL especially from Asian investors, should rise steadily in the next few years,
though the small size of Cambodia’s domestic market will likely prevent large inflows." The
constmction sector has traditonally been a good marker of the status of FDI n the country as much
forelgn nvestment mvolves constraction, but this sector too has been hit particolarly hard by the
global crisis. Ower 20 per cent of construction projects may have been placed on hold due to the
global downtum. As the majority of products are imported, Cambodian construchion companies
depend to a large degree on mgional and world prices for materials. The prices of construction
materials m Cambodia have also rapidly rsen since 2003, thus further addng to the cost of
conducting construction activities."” It is essential that the Government give attention to this
industry in order to stimulate continued FD and economic expansion. In addition, offshore oil and
gas resources also represent a major potential source of future revenue for the country. Cambodia
possesses mineral reserves, including gold, bauxite, metal ores, precious gemstones and marble, the
extraction and exploration of which are on the rise.”

Despite: the rapid economic growth preceding the global economic crsis and the fact that
Cambodia remammed comparatively strong throughout the crisis period, the economy has not
generated sufficient jobs to meet the population demand. This situation is exacerbated by a general
lack of adequately skilled labour. In part cwing to this, the majority of Cambodians work in
informal andfor vulnerable employment. Although estimates vary, most studies have pegged the
informal economy’s contribution to the economy at well over half of the national GDP. This figure
has declined over the years, but nearly 90 per cent of the nation’s inhabitants stll rely on the
informal economy to supplement their incomes, including through agricultural activities. Bural-to-
urban migration is another factor that has likely exacerbated the situation. The prevalence of
agricultural employment has declined as more jobs have become available in the service and
manufactunng industries. This trend has in turn, provoked migration from miral to urban areas, with
migrants lacking the appropriate skills, education and professional experience for the urban labour
market. Many migrants are thus forced to accept low-paying jobs in the informal economy. Self-
employment also dommates the nformal economy n Cambodia and accounts for 36 per cent of the
entire labour force. ™

¥ BII. 2012a.
1T UNDP. 2009.
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According to ILCY data on the “Labour Force Participation Rate”, Cambodia has mmntained a
relatively stable rate over the period 2005-10. In the former year, it remstered 83,3 per cent and
increased marginally to 343 per cent in the latter year. Belative to the four countries used for
comparison, Cambodia has cnnsmt:uﬂy registered the highest labour force participation rates over
the period 2005-10. The country’™s rapid economic growth increased i:mplu:n}mr.m opportunities,
which in tum, contributed to the decline in the poverty rate from 47.5 per cent i 1993-94 1o 34.7
per cent in 2004, Labour force participation is considerably higher in mral than urban areas, with a
slight reduction in urban participation rates observed between 2004 and 2000,
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High levels of "“Gross Capital Formation™ or myvestment are conducive to economic growth.
Cambodia’s perfformance in this regard however, 15 comparatively poor. Over the period 2006-11,
Cambodia underperformed all other countries used for comparison, as well as the world mean, with
the exception of 2009, when Thailand registered a marginally lower percentage. In 2011, Cambodia
performed the poomsst, registering a percentage of 17.1. The second lowest score for the year was
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for Bangladesh at 25.2 per cent, and the highest performer, Vietnam, recorded a value of 35 per
cent. The mean for the East Asia and Pacific region was 25.5 per cent. Related to this, Cambodia
reflects a moderate nisk of exchange rate volatlity. The National Bank of Cambodia 15 focnsed on
maintaining stability between the floating riel and the 1.5, dollar, but its foreign exchange reserves
ar limited. After expanding by an estimated 6.1 per cent in 2011, up from 3.9 per cent in 20110, the
Economist Intelligence Unit predicted in 2012 that Cambodia’s sconomic growth should remamn
more or less stable at 6 per cent.

High “Gross Domestic Savings” rates usually reflect a country™s high potential to invest.
However, savings must be deposited in fimancial institutions in order to be invested through credit
tor businesses. In developing countries, the financial sector is often weak and good savings rates do
not cormespond to significant investments. Cambodia has performed poorly compared to the other
countrics used for companson over the period 2006-11, indicating that its financial sector 15 in
relatively bad conditions. The rate n Cambodia decreased from 13,1 per cent in 2006 to 11.7 per
cent of GDP in 2011, and is the lowest rate among the countries compared. Thailand and Vietnam
performed the best respectively, where both achieved savings levels of more than twice that of
Cambodia in 2011,

The "Current Account Balance™ as a percentage of GDP remained in Cambodia at levels well
below zero over the period 2008-12. Since 2009, it has been decreasing, moving from -3.4 to -10.5
per cent. Only Lacs recorded a lower balance in 2012 at -19.6 per cent. Vietnam and Bangladesh
performed notably better, but still below zero at -1.5 and -1 per cent respectively. Thailand
conversely moorded the highest value of the group and the only positive level at 1 per cent. This is
indicative of the highly import-dependent nature of the Cambodian economy, coupled with a low
level of diversification in the export sector. By the end of 2010, net international reserves increased
by 12.7 per cent over the 2009 level and were sufficient to provide finance for about 4 months of
imports. Customer deposits, banks" credit and total assets during 2010 rose by 23.9 per cent, 26.6
per cent, and 23.6 per cent respectively over 2009, The rise in credit can be primarily ascribed to
increased economic activities taking place in the country.™

Considering results from the EESE survey, enterprises are highly positive when it comes to
their outlook on the future of the Cambodian economy and their business success. According to the
survey findings, the majority of enterprizes (68 per cent) are optmistic about their business
operations over the next three years. Large enterprises appear to be more optimistic in this regard
then smaller enterprises, though both small and large firms are generally quite optimistic.

Y B, 2012. Risk Briefing.
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Employer expectations for the next 3 years, by enterprise size
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Key Indicators
GDP Growth Rate (%) 2005 2008 2007 2008 22000 20100 2011
Annual percentage growth rate of Gross | Cambodia 133 10.8 10.2 6.7 0.1 6.0 7.1
Domestic Product {GDP) at market
prices based on constant local currency. Bangladesh 6.0 6.6 B4 B.2 b7 6.1 6.7
GOP is the sum of gross value added | Laos 74 8.6 1.6 18 1.5 B.5 2.0
by all resident producers in the economy
pius any ct | and minus any Thailand B.4 8.2 8.5 6.3 G2 6.8 8
subsidies not included in the walue of the | Vietnam B.4 a.2 BA 6.3 E.3 6.8 LA
products. liis nﬂculatednii'mm raking e
bkt ol izkion of Eabricaled E:uﬂﬁiﬂn& 4.1 4.8 B.7 2.5 03 6.7 34
assets or for depletion and degradation
of natural resources, Annual percentags growth rate of GOP,
Source: 'Workd Bank national accounts dﬂta
{Waond Development Indcators Onling). =
Labowr Force Participation Rate 20056 2p0& 2007 20DE 20090 2010
The labour force participation rate s the | Cambodia 83.3 B3.8 84.2 24.5 B4.5 24.5
proportion of the population ages 15-64
who supply |abour for the production of | | ass 821 818 BB 813 Bl 80.9
goods and services during a specified
is calculated by expressing the number of | .

B e e I Vistnam 1.8 B1.7 a4 ®a2 a1.2 .2
of the working-age population. The labour | The labour forcs paticipation rate is calculated by expressing the numbsr of
force is the sum of the number of | personsin the labour force as a percentage of the working-age population,

persons employed and the number of
unevmiuy'ed The working-age population
is the population abowe a cerain age,
prescribed for the measurement of
economic characierisiics.
Source: ILO KILKM™

2 World Bank World Development Indicators.

¥ L0 KILM,




Other Useful Indicators

Curmrent Account Balance (% of GDP)

Current accourt balance {also called ‘current account
surplusfdeficit’) is the sum of net expons of goods and
servicas, net income, and net curent transfers. It is a
record of a country's transactiors with the rest of the
waorld. It shows whether & country is living within its
means’. If a country is sp=ndng more abroad than it
eams from the rest of the world then corrective action
will be necessary, e.9. to maintain the walue of the
country’s  currency in relation to other courntries’
currency. The balamce of payments iz a double-entry
accounting system that shows gl flows of goods and
servicas into and out of an econormy. All transactions
are recorded twice — once as a credit and once as a
dehit. In principle the met balancs should be zero, butin
practice the accounts often do not balamce, requiring
inclusion of a balancing item, net ermors and omissions.,
Paositive current account (surplus) balancs is associated
with positive net exports. If the cument account balance
is negative, it measures the porion of domestc
iy astment financed by forsigrners’ savings,

Source; Imermational Monetary Fund, Wond Economic Sutiook
Datahase, Aprl 2010.
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-3.9
1.6
-18.1
4.1
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9.6
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-1.0
-19.6
1.0
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Gross Capital Formation (% of GDP)

Gross capital formation consists of cutlays on additions
to the fixed sssets of the economy plus net changss in
the l=vel of imvertories, Figed assets includs land
improvements (fences, ditches, drains, and =0 on);
plant, rmachinery, and squipment purchases: and the
construction of roads, raiways, and the like, including
schools, offices, hospitals, privete residential dwellings,
and comrmercial and industrial buildings. Inventories are
stocks of goods held by firms to mest temporary or
unsxpected fluctuations in production or sales, and
“work in progress®, Gross capital formation (alzo called
imcastrnent rate or gross domestic irmestment), along
with forsign direct investment, is critical to economic
growith and economic development. High level of gross
capital formeation in @ period of time refers to increaszs in
the value of irventories, High level of gross capital
formation or investment is conducive to economic
gravath.

Source: Word Bank national accounts dat, and OECD
Matiornal Accounts data fles (World Deeclopment Indcators
onling)™
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1.3
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Gross Domestic Savings (% of GDP) 2006 2007 2008 2000 2000 201

Gross domestic savings are calculated by deducting | Cambodia 131 136 164 14.7 11.4 11.7
total final consumpfion expenditure from GDP at

¢ prices. A high _I lic savings rate Bangladesh 124 175 158 17.2 17.8 16.4
usually imdicates a country’s high potential to iwest. | | goe M5 206 188 #a D AP
Savings can therefore be vital to the amount of fixed
capital avadable, which in tum can contribute to | Thailand .8 e N7 3.8 334 .z
economic growih. However, increased savings do | yrognam 1.7 273 245 27718 8.6 .8

not aways comespond fo increased inwestment. If
savings are not deposited into afinancalintermediany | 9% of GOP,
like a bank, thers is no chance for those savings to
be recycled as mwestment by businesses. This
rmeans that savings may increase without increasing
imiestment, possibly causing a shor-fall of demand
rather than economic growih. In the short term, if
savings fall below investment, it can lead to growth
of aggregate demand and economic boom. In the
long term, it ewentually reduces inwestment and
detracts from future growth.

Source: World Bank natkonal sccounts data, and GECD

National Accounts data flles (Word Development
Indicators Onling).

2.2. Trade and sustainable economic integration

Cambodia has fostered rapid v:xpm-:-n of trade and investment in recent years and reflects a
highly liberal and cutward-looking economic regime.™
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Between 1995 and 2009 total trade in Cambodia as a percentage of GDP increased at an
anmial average rate of 17 per cent, reaching 1002 billion USDY and exceeding GDP with total trade-

28 Cambodia Development Research Institote. 2012a. Annual Development Review 2011-12. CDRI (Phnom
Penh, Cambodia), February. Accessed 14 June 2003,




to-GDP ratio at 105.7 per cent.™ “Trade” as an indicator measures the sum of exports and Imports
of goods and services as a share of GDP. For some countries, in particolar small ones, it exceeds
100 per cent, as is the case in Cambodia. Belative to the other countries used for comparison,
Cambodia performs relatively well in this area, mgstering a higher percentage than Laos in 2011,
more than double the rate of Bangladesh, and below the rates for Thailand and Vietnam. However,
Cambodia has suffered a decrease in this regard over the period 2006-11, moving from 1446 per
cent of GDP m the former year, to 113.6 per cent in the latter. Other secondary data reflects a
similar picture. The “Export Propensity Index”™ measures the export of goods and services as a
percentage of GDP. Cambodia pedforms well in this arca relative to the countries compared, and
consistently outperforms the mean for the East Asia and Pacific region. In 2011, Cambodia
outperformed Bangladesh and Laos with 54.1 per cent, as well as the East Asia and Pacific mean of
33 per cent in that year. Thailand and Vietnam recorded higher index scores at 76.9 and 87 per cent
respectivel v, Though Cambodia reflects a relatively high level in 2011, this 15 a decease from the
2006 rate for the country of 68.6 per cent.

Export Propensity Index
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The Cambodia exports market is highly concentrated in a few selected markets, with only a
few products dominating. This earned the country a high export prodoct concentration index of
36.4 per cent in 2009, In the same year, textiles and apparel accounted for 3,45 killion USD, or 76
per cent of total exports. Exponts are also highly concentrated in a small number of madeets, with
the 1.5, and EU absorbing about two-thirds of Cambodia’s exports, made up mainly of garments
and footwear. The other major export markets include Hong Kong (19,3 per cent), Canada (6.7 per
cent) and Vietnam (3.9 per cent).™ Because export goods and partner countries are so few,
Cambodia is highly vulnerable to market changes and price fluctuations. Gament manufacturing,
Cambodia’s only significant export industry, has been the hardest hit sector in the economy during
the global financial crisis, with more than 30 factones closing in 2009-10. In 2009, garment exports
generated only 70 million USD compared with 2350 million USD in 2008 The industry was also
hit by a spate of strikes since the crisis, and walk-outs that have hamed factory productivity at a
time when stronger mternational competition from other low-wage sconomies is a major concern.™

¥ cambodia Development Reseamch Institnte. 20128 Annual Development Revieaw X1 1-12. CDRI (Phnom
Penh, Cambodia), February, Accessed 14 June 2013,
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Cambodia is in the process of initiating the Mational Single Window (MSW) service for cross-
border procedurs, which will potentially form the basis of its participation in the ASEAN Single
Window.™ Another area for improvement concerns the importing of mw materials i Cambodia.
According to the Garment Manofacturers Association of Cambodia, its garment industry imported
1 billion TS0 in raw materials in 2008, leading to calls for more local production to cut costs and
improve access to Western markets. TI:u: association said 66 per cent of garment components were
imported from China, while the rest came from Tawan and South Korea. Despite these calls for
localization of production of raw materials, little has happened.™ According to a report from the
World Bank, Cambodia’s garment exports fell in January 2009 by 31 per cent, and producers
reported a 20-40 per cent drop in orders. Subsequently, more than 50,000 garment factory workers,
or 17 per cent of the total labour force in this sector, had lost their jobs by late 2009,

Agncoltur: has also emerged as an mportant source of export growth. The sector expanded at
an average annual rate of 4.4 per cent over the penod 1998-2008. This 15 quite high compared to

the average agricultural GDP growth rate of the East Asia and Pacific region over the same period
(3.8 per cent). The sector expanded another 4.7 per cent in 2009, despite the global economic and

financial cnsis.

Many agricultural products are informally exported probably due to the challenges associated
with the trade process on the formal market. For example, many products do not meet technical
standards of buyers due to outdated processing facilities, such as old fee mills, and poor production
methods. The “Enabling Trade Index™ measums the factors, policies and services facilitating the
free flow of goods over borders and to final destination. On a scale from 1 to 7 where the highest
value indicaies that a country is successful at enabling the free flow of trade, Cambodia has
improved from 2.95 m 2008 to 3.52 in 20012, It 15 difficult to analyse these figures based on cross-
country comparison, as comparable data 1= only avalable for Vietnam, which performs somewhat
better than Cambodia, registering a score of 4.02 in 2012,
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“Foreign Direct Investment” measums the net inflows of investment to acquire lasting
management of an enterprise operatng in a country different from that of the investor, as a
percentage of GDP. Cambodia performs very well in this regard, consistently registering the
highest FDI levels of the countries compared over the period 2006-11. In the latter year, Cambodia
registered FIDI net inflow at 7 per cent of GDP. The second highest rate of the group was & per cent
in Vietnam, and the lowest was 0.7 per cent in Bangladesh. The East Asian and Pacific mean was
less than half the Cambodia rate at 2.7 per cent m 201 1. Followmg the global economic crisis in
2008-09, FDI into Cambodia slightly deceased, from 867 million USD an 2007 to 815 million USD
in 2008, The majonty of FDI inflow comes from the Bepublic of Korea and Malaysia, and has been
concentrated in telecommunications and garment enterprises, followed by commercial banks.™ In
2011, the total walue of nvestment projects i Cambodia’s Special Economic Zones (SEE)
increased 683 per cent, according to the Council for the Development of Cambodia. The Council
alzo upped its approval rates, approving 39 projects worth 715,25 mallion USD, comparsd with 22
projects worth 91.25 million USD in 2010, In addition, revenues from shipments increased.™

Cambodia scores high in its commitment to regional integration, yet the benefits from this
have not been fully realized. Cambodia’s intra-regional trade volume 15 meagre compared to other
countries in the region, and regional integration may also pose securty threats and create social
problems among member countries, especially those that share borders. An mcrease in illegal
migration and incidents of human and dmg trafficking in the last decade have created many
problems for both origin and destination countries. China has become a major parner for
Cambodia mainly owmng to its financing of major infrastrocture projects. The Cambodia EESE
survey reveals that more than half of surveyed enterprises (34 per cent) are aware of the goal of
ASEAN to become an integrated economic region by 2015, However, a significant amount of firms
expressed uncertainty concerning the increased competiiveness of Cambodian SMEs within the
context of the ASEAN integrated region. Specifically, the small CAMFEBA member firms do not
scem to believe that Cambodian SMEs are competitive, while the larger member firms feel more
competitive in this regard. In addition, large CAMFEBA member enterprises seem to have less
concern about the effect of the free flow of skilled labour across ASEAN and perceive the mobility
of skilled labour through ASEAN to have a more positive potential impact on their company than
do non-members. However, about one-third of all surveyed enterprises do not have a clear position
on the impact of ASEAN on therr companies. Considenng opinions by industry, enterprises
operating in the construction sector generally perceive the impact of skilled labour mobility to be
negative within the ASEAN framework, while those in the hotel, guesthouse and restaorant,
telecom/ICT, banking, and professional service providers sectors tend to be more positive.

L0, 2010
I Bysiness-in-Asia. (undated)a.




Employer perceptions of the impact of mobility of skilled labour on companies, by sector
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Siource; Camiodia EESE Survey.

Cambodia is currently lobbying, along with other countries such as Bangladesh, for all LIDNCs
to be afforded duty-free quota-free access in developed country markets, such as the 115, both at
multilateral and bilateral levels, Since the end of the Mult: Fibre Arrangement in 2003, the explicit
link to adherence to laboor standards and benefiting from additional quotas in the U5, mardket
ended. Cambodia thus no longer has preferential access to the 1.5, market relative to Vietnam as of
January 2007, or China as of 2008 and the removal of WTO safeguards.™® According to
CAMFEBA, Cambodia is the only country, apart from Jordan and Haiti, that Inks trade and labour
standards in order to export.”

Key Indicators

Trade (¥ of GDP) 2006 2007 2008 2 20DE 2010 2011

Trade is the sum of exports and imports of | Cambodia 1446 1383 1333 101 1138 1136

goods and services measured as a share of

gross domestic product. It takes values | Banglades 442 465 480 4BD 434 BAS

betwesn O and +=, h

Pl=ase note that the tradeto-GOP ratic | Laos 86.3 B2.5 T6.2 1. 735 ®E

refers to the sum of the imports and exports

Source: Workd Bank national accounts data (World | Vistna ; : ; . . .
o Onling), © i 151.8 16888 1711 1470 1653 1782

Trade shars (%] in GOP.

¥ Oversems Development Institute. 2010. Cambodia Case Study for the MG Gap task Force Report (Draft).
May. Accessad 14 June 2013,

* Business-in-Asia. (undated)a.




Enalbding Trade Imdax (ETI) (Report (Report (Report  (Report
Z00E) 20049) 2010) 2012)

Tl'EElmedElm mhm Cambodi 205 3,50 357 357

policies and sendces facilitating the free flow of =

goods over borders and to destination. The | Vietnam 342 3.54 306 4,02

index breaks the enablers into four overallissue | g 5 soale from 1to 7, a high score in the overall ETI indicates that
areas:(1)marketaccess, (2) borderadminsiration. | g couniry is relatively successful at enabling the fres flow of trade.
{3} transport and communications infrastructure
and (4) the business environment.

Soyrce: World Econamic Forum.™
Mobe: Data for Bangladesh, Laos and Thalland ks nok

aneallabie,
FDi Net Inflow (% of GDP) 2006 2007 2008 2008 2000 2011
Foraign direct imeestmant are the nat inflows of | Cambodia 6.6 10.0 1.9 6.2 1.0 1.0

imvestmeant to acquire a lasting management

interast (10 per cent or more of voting stock) in Bangladesh 11 1.0 1.3 0.8 0.9 0.7
an enterprise operating in an economy other | | -

than that of the imeestor. It is the sum of squity e -” b o i AR
capital, reimvestment of samings, other long- | Thailand 4.6 4.6 31 1.8 249 2.3
term capial, and short-term capital as shown

in the balance of payments. This senes shows Vietnam 3.8 84 105 1.8 15 6.0
net inflows in the reporting economy and is -

divided by GOP. E;slﬁim & 2.7 33 2.8 2.0 249 2.7

Source:; Imtematonal Monetary Fund, Intemational
Financlal  Statistice and Balance of Payments | FOU net inflow (in current US4 as % of GOP).
databerses & Workl Devalopment Indcators Online.

Crther Useful Indicators

Export Propensity ndex = Exports of 2006 2007 2008 200G 20010 2011
goods and services (% of GDF)
Exports of goods and semvices represent the | Cambodia G8.6 653 655 492 54.1 4.1

lue of all goods and ofher market service
provided 1o the rest of the world. They nciuge| Bangladesh 190 198 203 184 184 229

the value of merchandise, freight, ilj:t;ﬂm. Laos 404 345 320 W9 3B/E 30T
services, such as communication, consiruction, | Thailand 7136 734 7654 8BB4 M3 766
financial, information, business, personal, and :

I ices. They exclude lak s Vietnam 736 76.9 779 BB3 1.5 810
property income (formerly called factor senvices) | East Asia & 333 34.2 4.8 28,0 32,2 A3.0
as well a5 fransfer payments. Pacific

Sogrce: Wiorkl Bark natonal sccounts data and | 1 ranges from O (with no exports) to 100 {with all domestic
QECD natbnal accounts  data  fles  (Word | production exported).

Diewalopment Indicataors Onling). @

2.3. Enabling legal and regulatory environment

Well designed and clear mgulations, including those that uphold labour and environmental
standards, are good for the promotion of start-ups and enterprise development. Secondary data
gives a somewhat more positive image of the sitwation in Cambodia. The “Begulatory Chaality

1 Warld Economic Fonum Global Ensbling Trade report.
4! World Bank World Development Indicators.
2 Ibid.




Index™ measures the ability of a government to provide sound policies and regulations for the
promotion of the private sector. Relative to the other countnes used for comparison, Cambodia
pedorms well in this area. In 2011, it outperformed all countries compared except Thailand.
However, it still only reached a value of 40,45, Though higher than the countries compared, this s a
very low value, reflecting poor performance and regulatory quality. Also m 2011, Thailand
registered a score of 0.24, which 15 reflective of a notably stronger country, though still one with
space to improve. The “Ease of Domng Business Index”™ ranks economies from | to 185, where a
high ranking reflects a regulatory environment that 15 conducive for business operations. This ndex
includes averages for 10 different topics. Cambodia has improved i environment for doing
business in this regard since 2008, moving up the rank from 150 to 133 in 2012, In the latter year,
the only two countries of the group compared to be incloded in the rank, Laos and Vietnam, ranked
at 163 and 99 respectively. The “Starting a Busmess Index”™ mcords the officially required
procedures to start and operate an enterprise and ranks economies out of 185 coontries. Cambodia
pedorms very poorly mn this area, ranking at 175 out of 185 in 2012 after having fallen from 162 in
2008, In 2012, Laos and Vietnam ranked higher, at 81 and 103 respectively.

In Cambodia, the process of acquiring permits and licenses can be extremely time-consuming.
In 2009, to obtain all construction permits mquired to complete a project, it took approximately 710
days. Comparatively, it took 200 days n Vietnam and about 130 in Thealand to do so, which is still
high by global standards.* Fortunately, successful efforts have been made by the Government to
simplify the process of business development o the country. This may account for the
improvements in secondary data for the country in recent years. For example, efforts by the
Ministry of Commerce in 2007 to streamline the business regisiration process reduced commercial
registration tme from 2-3 weeks to 1 week. The documentation process has also been reduced as
has the cost of repistering a business to 177 USD. The capital requirement in the form of a bank
deposit for commercial registration has been reduced as well, from 20 million riels to 4 million
ricls. As a consequence of these changes, the number of companies mgistered doubled between

2005 and 2008.%
Key Indicators
Regulatory Quality Index 2005 2007 2000 2010 2011
The ability of the Gowernment to provide sound | Cambodia -0.48 -0.42  -046 -0.44 -0.45
private sectordevelopment. Estimate of gowemance
rmeasured on 3 scale from approwmately 2.5 00 2.5, Laos -1.31 -118 - -1.06 -1.00 -0.96
Higiwer values cormespond to betier gowvernance. | Thailand 046 074 026 0.20 0.24
Source: World Bank, Governance Matters detabase® | Vietmam 057 050 -DE1 -0.E0 061
Estimats of govenance measured on a scale from approximatsly -
2.6 to 2.5, Higher valuss corraspond to bettar govarnancs,
“ UNDP. 2009,

4% Rowal Government of Cambodia. 2009,




Ease of Doing Business Rank 2008 2000 2010 2011 2012
Ease of Doing Business Index ranks economiss from | Cambodia 160 139 145 138 133
1 to 185, with first place being the best. A high

ranking means that the regulatory emironment is | L80S 162 185 168 183 163
conducive to business aperation. This index averages | vistnam 87 o 88 o0 09

the country's percentile rarkings on 10 topics, made
up of a variety of indicators, giving equal weight to | The index rarks economies from 1 to 185, with first place
each topic. bezirg the best,

Siource: Workd Bank, Doing Business Project <

Mote: Data for Bangladesh and Thalland Is not avallabie.

Other Useful Indicators

Starting a Business Rank 2008 2000 2010 201 2012

Starting a Business Index records all procedures that | Cambodia 162 168 173 170 175

ara afficial uired for an entreprensur to start o

and funna'lllrlymgpa'ma an industrial or mmrnm:i;: Laos I o2 8 83 a1
business. These include obtaining all necessary

licenzses and permits and n:rn.pﬂaﬁ?‘g amy required Mouton o e I b 188
natifications,  wenifications  or inscripiors for  the | The index rarks economiss from 1 to 186, with first place
company and employesas with relesant authoritias, b=ing the best.

Source: Workd Bank, Doing Business project =

Miote: Data for Bangladesh and Thalland ks not avallablks,

2.4. Rule of law and secure property rights

A formal and effective legal system, which guaranteess that contracts are honoured and upheld,
the mle of law 1= respected, and property rights are secure, 15 a key condition for attracting
investment, as well as for nurturing trust and farness in society. The judicial system and respect for
property rights and intellectual property rights in Cambodia are significant issues for concern.

Rule of Law Index
0.4

0.2
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4" World Bank Doing Business repoit.

*E Ihid.




The “Bule of Law Index” measures the extent to which agents have confidence m and abide
by the mles of society. This includes the quality of contract enforcement and property nghts, the
police and the courts, as well as the likelihood of crime and violence, Cambodia does not perform
well in this area. Owver the period 2007-11, Cambodia mantaned scores below -1 and consistently
mgistered the lowest score of the countries compared. In 2011, Cambodia recorded a score of
-1.03. The second lowest of the countries compared was -0.92 in Laos, and the strongest performer,
Thailand, still meorded a somewhat low score of -0.24 in that year. & key concem regarding mile of
law in Cambodia is access to judicial institutions, where the high cost of filing complaints under the
new Code of Civil Procedure prevents many Cambodians from even accessing services. Cumrently,
the cost of filing a civil complamt is 12 USD, which renders it impossible for the majority of the
population where the per capita anmual income 1= approximately 480 USD, or 1.32 USD per day.
The high filmg fees affect women disproportionately, particolarly in cases of domestic violence.
Although, a provision in the Code of Civil Procedure allows a fee exemption for the “poor™, the
lack of a definition of “poor” in the Code allows for arbitrary determinations by public authorities. ™

When it comes to assessing whether property rights are well defined and protected by law,
Cambodia has improved conditions in recent years. Between 2008 and 2012, the country improved
from 3.5 to 3.8, on a scale from | to 7 where a higher value indicates better performance. In the
latter year, Cambodia recorded a higher rate than any other country used for comparson. On a
global scale though, Cambodia does not compar: as well. Though the world mean is not available
for 2012, over the period 2008-11, Cambodia consistently recorded lower values than the wordd
mean, even as the world mean fell and Cambodia mproved over the same penod. When assessing
whether mtellectual property protection 1s weak and not enforced, or strong and enforced, on a
scale from 1 to 7 with higher values corresponding to better performance, Cambodia registers
values which are pood and have improved between 2008-12. In 2008, the country scored a 2.7, and
by 2012 it had improved to a level of 3.3, the highest score of the countries used for comparison
that year. Intellectual property rights laws are not yet legally implemented n Cambodia, though the
Mmistry of Economy and Finance has stated that 1t is n the process of addressmmg this issue.

Key Indicators
Rule of Law Index 2007 2008 2008 2010 201
The extent to which agents have confidence in | Cambodia -1.06 -1.10 -1.08 -l0a -1.03

and abide by the rules of society, indudng the
quality of contract emforcement and property Bangladesh -0.83 -0.75 -0, 76 077 072

rights, the police and the cours, as well as the | | 002 .083 .0.08 080 -0.87

likelihood of crime and violencs. : : : ' :

Source; Workd Bank, Governance Malters database ™ | Thailand 007 -032 023 021 024
Vietnam -0.45 -0.42 -0.45 050 -046

Estimats of govemance measured on a scale from approxmatsly
-2.5to 2.5. Higher valuss correspond to better governancs,

# UN Committee on Economic, Social and Cultoral Rights, 2009,




Other Useful Indicators

Property Rights 2008 2008 2010 2011 2212

The World Economizc Forum (WEF) Survey ssked | Cambodia 3.5 a5 Y a8 an

the business leaders to provide their expert

apiniens on the following: "Property rights in your | Bangladesh 28 35 34 a7 L

country, including owver financial assets, are | Thailand 4.7 4.3 3.0 35 37

1=pooly defimed and not protected by law,

T=clearly defined and well protected by law®, Vietnam 4.4 4.4 4.1 e 4 1.6

Source;  World  Economic  Forum,  The  Global

Compalitveness Report.” World 4.7 4.5 4.4 4.3 o
1=pzorly defined and not protected by law, T=clearly defined and
wll protected by law,

Intellectual Property Protection 2006 20049 2010 2011 2012

The Waorld Economic Forum (WEF) Survey esked | Cambodia 2.7 2.7 2.8 a1 33

the business leaders to provide their expert

opinions om the following: “Intellectual property Bangladesh 2.1 24 2k 24 24

protection and anti-counterfeiting measures in | phailand 18 3.3 31 31 11

your country are T=weak and not enforced,

T=stromg and snfarced”, Yietnam A0 3.0 2.7 25 2.6

Source:  World  Economic  Forum,  The  Global

Competitveness Report. ™ World 2.8 3.8 27 37 =
1=weak and not enforced, 7=strong and enforced.

2.5. Fair competition

Anti-<competitive practices at the national level are a challenge to doing business m Cambodia,
though there ar relatively few concems in relation to unfair competition and price controls.™
Findings from the EESE survey show that employers tend to percelve unfair competition to be
among the greatest challenges facing the Cambodia economy.

EBeflective of the level of market competition in the country, “Mew Busmess Density”
indicates the number of newly registered, limited Lability companies per 1,000 working aged
people (15 to &84 years old) in a given year. Unfortunately, data is not available for Cambodia for
20010 and 2011, the most recent years for which data was recorded, nor s data aveilable for
Vietnam for any recent years. In 2009, Cambodia outperformed Bangladesh and Laos at a rate of
0.22, while Thailand compared the best of the group at 0059, In spite of this relatively strong
pedormance, Cambodia has performed poorly in contrast to the world mean and even more so, to
the East Asia mean. In 20090, Cambodia had a rate of 0.22 newly registered companies, compared to
o world mean rate of 3,16, and in East Asia, an average rate of 4.54, Other secondary data reflects a
moderately high mtensity level of local competition in Cambodia. The “Intensity of Local
Competition Index™ measures the level of competition in local markets from 1 to 7, | being limited
and 7 being intense in most ndustries. From 2008-12, the level of mtensity in Cambodia
consistently improved, moving from 4 to 4.8, In the latter year, the country outperformed
Bangladesh, and recorded an equal level with the wodd mean. Thailand and Vietnam recorded
shghtly higher levels at 5 and 3.2 respectively.

= Thid.
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In 2012, a dmafi Law on Competition was introduced to establish provisions and procedures

applicable to lawful and unlawful business
competitive market economy in the country.

zgrmiuaa and to promote and protect the benefits of a

Several other laws intended to promote fair competition are currently in progress. These
include: Commercial Contracts; Competition; Law on the Establishment of the Commercial Court;
Law on Ant-dumping, Countervailing Duty and Safeguard; Law on Competition (final draft); Law

on Union; and Regulations on Sanitary and Phyto-sanitary Measures
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3 Ministry of Commerce. 2012. Public Consultation on_the Draft Law on Competition of Cambodia.
Document Mo, 3. Royal Government of Cambodia (Phnom Penh). Accessad 14 June 2013,

¥ Yuthy, Chea. 2012. Cambodia’s Fconomy snd Investment Regime. Greater Mekong Investment Policy
Fomim. Council for the Development of Cambodia; OBCD. Accessed 14 June 2013,




Secondary data on competition regulation and promotion reflects a promising picture of
Cambodia, where the country has improved in recent years. The “Effectivencss of Anti-Monopoly
Policy Index™ reflects the level of efficiency of anti-monopoly policy in promoting competiton, on
a scale from 1 to 7 with higher values corresponding to better performance. Cambodia has notably
improved in this regard, moving from a score of 2.9 in 2008 to 4.3 in 2012, In it 15 also to be noted
that this improvement moved Cambodia from the worst performer of the countries compared in
2008, to the strongest performing country in 2012, Though data 15 not avelable for Laos for this
indicator, in 2012, Cambodia outperformed Bangladesh, Thailand and Vietnam. The "Extent of
Market Dominance Index” mdicates whether corporate activity 1s dominated by only a few
business groups or spread among many firms, in a range of values from 1 to 7 with higher values
corresponding to more firms. Also in this regard, Cambodia has shown consistent improvement
since 2008, moving from a level of 3.4 in that year to 4 in 20012, In 2011 and 2012, Cambodia
outperformed all countries used for comparison, and though data on the world mean i 2012 is not
available, Cambodia recorded an squal score as the world mean in 2011,

Extent of Market Dominance

i == Cambodia

- I I

a1 | == Bangladesh
w39 | e Thailand
2 —if]
=37 | Vietnam
Ea.s - —a—World
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Sourse- \Winrkd Eoonomic Fonam Execuive Opinion Sunvey, The Gotal Competitvensss Report.

Key Indicators

HNew Business Density 2004 2005 2006 2007 2008 2000

The numbser of newly registered limited liability | Cambodia 013 0.8 020 032 0.3 022

companies  per 1,000 working-age peopls

fthoze ages 15-64) in that year. Bangladesh 005 Q.06 G .06 0.05 0.07

Source; World Barnk's Entreprensurship  Survey | Laos - - - - 0.02 .08

{Wiard Development Indcators Onlingjs

Mok Data Tor Vistnam ks not svalable, Thailamd 0.0 0.72 067 0.55 060 0.59
East Asia 4.08 EA7 4,81 L2z 403 454
World 2.7 3.01 33 AR ed 318

The number of newly registerad limited liability companies per 1,000
working-age pecple.




Other Useful Indicators

Intensity of Local Competition Indax 2008 2009 2010 2011 212
Intensity of lezal competition index is based on | Cambodia 4.0 4.2 4.3 4.6 4.8
survey data drawn from the following question:
*Competition in the local markets is (1=limited | Bangladesh 4.8 4.8 47 45 g
in maost industries and price-cutting is rare, P
T=irk = = ra b et Thailand b3 6.3 b3 E.1 &0
l=adership)”. Vietnam 6.1 6.0 4.8 6.0 5.2
Source; 'World Ecoromic Forum Executive Opinkan
Survey, The Ghobal Competitvensss Report & World 4.8 49 48 48 48
Mote: Data for Laos ks not avallable. 1=limited in most industries and price-cutting is rars, 7=intense in
mizst industries as markst leadership.
Effectiveness of Anti-monopaoly Palicies 2008 20049 2010 2011 2012
Gc (GG Gz (GC o
o8y 0Dy 10M1) 112 1213)
E’ﬂiﬁﬂe&i of ﬂ'ﬂi—n‘ﬂl:'l?tﬂhpenlin]r index 5 | Cambodia 30 3.4 ig 40 43
ased on annual survey respondents
were asked fo rate the effectiveness of anti- | Bangladesh 31 3.5 3.6 3.5 35
mmonopcly policy in thelr country: “Anfimonopoly )
palicy in your country is {(1=lax and not effective 3 b ] o A1 2 3.8 A8
at promofing compettion, T=effective and | Vietnam 34 4.1 4.2 38 a8
promotes compettion)”.
R ) World 4.0 4.0 4.1 4.0 -
Source; 'World Ecomnomic Forum Executive nkan . . .. .
Survey, The Gbutﬂlﬂunp&ﬂﬂmﬂq:nﬂm 1=lax and not effective at promating compstition, 7 =effective and
Note: Data for Lacs ks not avaliable., btttk e il
Extent of Market Dominance 2000 20049 2010 20M 2012
Extent of market dominancs index is based on s - L - - e
annual survey data. The respondents wers | panoladesh 27 28 3.1 3.3 a7
asked to rate the corporate activity in their
country: "Corporate activity in your country is | Thailand 3.8 39 3.7 37 36
(1=dominated by a few business groups, 0
7=spread among many firms)". Vietnam 4.3 4.2 4.0 37 a7
Soupce; World Economic Forum Executive Opinion | Werld 28 39 28 38 =
Survey, The Global Competivensss Report =
1=dominated by a few business groups, 7=spread amang many
Mobs: Data for Laos ks not avallable. frme.

2.6. Information and communication technologies

The ICT sector in Cambodia has been growing at a pace of 32 per cent per amnum.™ In
addition, SME=s m Cambodia are beginning to make their company information available on the
web and to paticipate n e-marketplaces.

The ICT sector offers great potential for stimulating economic growth. In Cambodia, total
donor investment committed to government ICT projects from 2006 to 2008 totalled 83.5 million

USD. This figure 15 even higher when funds allocated under sector projects, such as under

* Ihid.
* Ihid.
* (v erseas Development Institute. 2010,




education, public finance, and trade are ncluded.®' In addition, the ICT sector shows a high degree
of economic openness, in part due to efforis by the Minmistry of Posts and Telecommunications
{MPT) to encourage the entry of private mobile and internet service providers.™

There are several ICT -related policy documents, including the draft ICT Policy, which broadly
defines how ICTs will be leveraged to achieve national socio-economic goals in various sectors.™
However, there 15 currently no clear legal framework ovemesing the ICT sector, and more
specifically, the telecommunications market in Cambodia. In addition to inefficient overlaps,
companies which are heavily mhiant on ICT for their business operations face high operating costs.
Another key 1ssue 15 the low number of qualified ICT workers which hinders competiivensss and
increases employee tarnover rates.® What is particularly lacking in Cambodia at this time are the
detailed policies, decrees and laws necessary to guide individual agencies in ICT implementation.™

Secondary data reflects a similar picture, also showmg that the country has improved m recent
years. The “ICT Development Index™ compares developments in information and commuomication
technologies in 154 countries. It combines several indicators, such as households with a computer,
number of Internet users, literacy levels, ete. On a scale from 1 to 10 with higher values indicating
better performance, Cambodia has improved in this regard, moving from 1.07 in 2008 to 199 in
2010. Though the country outperforms Laos in the latter year, Thailand records a much higher
score at 3,53, reflecting the need for greater development in Cambodia’s ICT sector. In terms of
promoting and facilitating trade of ICT goods with the rest of the world, Cambodia lags behind
other countries. Cambodia’s Personal Computer penetration rate is 5.4 times less than its potential,
mainly due tothe high tariff rates for ICT products thereby msulting into low compuoter penctration.
Such hindering policies are preventing the country from benefitting economically from ICT usage.
Currently ICT products and particulady PCs are subject to 15 per cent tariff, as well as a Value
Added Tax (WAT) of 10 per cent. Cambodia recently announced a reduction of import duty to O per
cent on IT products from ASEAMN countrics. RBealizing the impotance of ICT in SMEs, the
Mational Information Communications Technology Development Authority (MiDA), conducted a
2007 survey, “Result Findmgs on ICT use and Infrastructure for SMEs in Cambodia,” to uncover
the prevalence and quality of ICT adoption by SMEs. Findings show that 49.4 per cent of SME=
have personal computers i the office and 38.5 per cent of the work done on those respective
computers 15 through the internet. There 15 significant evidence that firms in developing countries
that adopt ICT have higher growth n productivity than firms that do not. In Thailand for example,
manufacturers using computers witnessed a ten-fold increase in sales per employes compared to
those who did not use computers. The MiDA study indicates that around 30 per cent of the large
and medium companies n Cambodia do not have networks that connect the computers together for
sharing files and resources, and Internet and email are very limited. In this regard, financial
constraints are the most leading obstacle for greater ICT adoption and uvsage among SMEs in
Cambodia.*

The “Metwork Beadiness Index” measures the extent to which a country leverages ICTs for
enhanced competitiveness. On a scale from 1 to 7 with higher values corresponding to better

1 World Ban]n: Ern:nup 2000, Cambodia — Review of Govemnment Information and Communications
= = icies o gatments. Policy Mote, March. Accessed 14 June 2013,

** World Bank Group. 2010. Cambodia

Tectuaskgins (R*T's) Policins waud knomutmts, Poficy Note, March. dccommd 10 Tamp 3013,
# UNDP. 2009,
% Word Bank Group. 2010. Cambodia — Review of Govemment Information snd Communications

Technologies (ICTs) Policies and Investments. Policy Mote, March. Accessad 14 June 2013

% Dutta, M. K.; Chann, 5.; Marcus, T.; Vit-Kory, 5; and Lim, 5. 2009. PC Penetration in Cambodia.
Working Paper, Bconomic Instinate of Cambodia. Accessed 14 June 2013,




pedormance, Cambodia shows improvement over time, moving from 3 to 3.3 during the period
2007-12, In 20011-12, Vietnam, the only other country used for companson for which data s
available, recorded a higher value than Cambodia at 3.7, The competitiveness of SMEs in the
Greater Mekong Sub-region (GMS) 15 particularly constrained by hmited access to IT skills and
knowledge to support the development and marketing of value-added products. The use of
information, communication and space technologies, pu:tmul.u:l}r in regards to e-business
applications, can address some of these limiting factors m the development of :ut::pna:s
cspecially for SMEs. A complete online transactions system of goods and services is still rare
considermg online payment systems are absent in all GMS countrnes except China and Thailand.
Tourism is a key industry for SMEs operating in the GMS, but e-business is essential in this sector
to leverage the position of SMEs in the market. A number of toursm-based business associations
have been established, offenng viable potential for this project. IT 15 an emerging subsector that has
recently established an ICT Association with the support of USAID and the World Information
Technology and Services Alhance (WITSA L An active outsourcing sector for international chents,
Cambodia is in 2 unique position to further develop e-business services, Une strategy used by the
Foyal Government of Cambodia (BGC) 15 to raise ICT awareness in order to change the perception
of ICT from something that 1= out of reach, difficult and perhaps unnecessary to SMEs, into
something that i1s acceszible and will add immediate value to business development. The focus of
this marketing strategy is to support ICT initiatives through the value of innovation, patticipation

and dialogue, and 15 aimed &t promoting and supporting the training through provinecial
&7
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Concerning ICT uwsage in Cambodia, rates remain notably low, but improvements are clear,
especially in the area of mobile cellular usage. The number of “Mobile Cellular Subscriptions™ per
100 people in Cambodia has nsen quickly from a rate of 12.7 in 2006 to 96,2 in 2011, In the latter
year, Cambodia outperformed Bangladesh and Lacs, with Thailland and Vietnam registering the
highest scores at 1116 and 143 4 respectively. Cambodia, along with Vietnam, has shown the most
mpr:amvc, growth patterns over the 3 year penod, where Cambodia ranked the lowest of the group
in 2006, and was outperformed only be Vietnam and Thailand i 2011, When it comes to “Fixed-
line Subscriptions” per 100 people, Cambodia again mproved since 2006, In 2011, it reached a rate
of 2.7 subscriptions per 100 people, outperforming Bangladesh and Laos in that year, though it was
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still notably lower than both Thailand and Vietnam. While the world mean in 2010 was the lowest
it had been since 2006 at 17.2, this is stll notably higher than the rate m Cambodia for the same
yvear at 2.54. Cambodia was the first country worldwide where the number of mobile phone users
surpassed fixed-line users. However there are only 17,000 Internet subscribers, the second lowest
number in ASEAN with the second highest cost of Intemet.® The rate of “Internet Users” per 100
people in Cambodia also reflacts a consistent improvement in the number of users, though it is well
below the world mean, and underpedorms all countries vsed for comparison over the period

2006-11.
Internet Users
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Concerning “Broadband Subscriptions” per 100 people, the mumber in Cambodia has only
marginally increased since 2007 and remains notably low at 0,15 in the latter year. All other
countries used for comparison have also improved mn this regard at a faster pace than Cambodia. In
2007, Bangladesh recorded the lowest level of subscribers at 0003, but improved to arate of 0.31 by
2011, Ower the same period, Cambodia moved from a shghtly higher rate in 2007 to 0,15, the
lowvest of the group, in 201 1.

The BGC has promised to provide more mformation for both local and forelgn investors m
order to incentivise them to invest m the ICT sector. The Government will also undertake
investments in infrastructur: projects, such as construction of a submarine fibre optic cable aimed
at increasing the maximum internet bandwidth awvailable and of a nationwide fibre optics
communication network to connect different regions of the country to high speed broadband. &
number of different laws have been mplemented or are in the process of being implemented to
promote access to ICT technology. These include the Cyber Law (to be implemented in 20012}, the
2009 Mational Frequency Plan and a number of laws promoting e-commerce.™ Reflective of the
growmg importance of this sector for the country, the Fist Asian Conference on Information
Systems was held in 2012 in Cambodia to provide a space for researchers, professionals and
practitioners to discuss current 1ssues in information systems and related areas. A special focus was
given to the current conditions and the future sustainable developments of Asian countries.™

SE UNDP. 2009.
* Overseas Development Institute. 2010,
™ ACIS. 2012. The First Asisn Conference on Information Systems. (Siem Reap, Cambodia), 6-8 December.
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Key Indicators
-————————————————————— 5 —= i~
ICT Development Index (IDI) 2002 2007 2008 2010
Il compares developments in information | Cambodia 1.07 1.53 1.63 1.99

and communication technologies (ICT) in 154
countries. The Index combines 11 indicators | L89S 1.08 160 164 L
in a single measure that can be used as 3| Vistnam 1.54 261 2,78 3.53

benchmarking tool globally, regionally and at
the country level. These are related to ICT | Scale from 1 to 10, with lower scores reflecting kower development levels.
access, use and skills, mcluding howseholds
with a computer, the number of Intemet users

and literacy levels
Source; Intemational Telecommunication Lnion.

Moke: Data for Bangladesh and Thalland 5 ok

avallabie.

Network Readiness Index 200708 2008-09 2000-10 2010-11 201112
The NRI measures the Fie-_gre-atnjnhich Cambodia 30 2.8 2.0 3.2 13
o ﬂﬁﬁ;&%ﬂfﬁmﬁﬂﬁf TS Vietnam 31 18 30 3.9 37
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comprizes thres sub indexes that measure
the erwiranment far ICT, tegether with the
main stakeholders’ readiness and usags,
with a total of nine pillars and 71 variables.
Source: Wiorkd Econamic Fanm, The Global

Information Technology Report™
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Crther Useful Indicators

Internet Users (per 100 peopls) 2006 2008 2000 2010 2011

The Irtemst iz a linked global network of | Cambodia 0.47 0.51 .53 1.26 A0

computers in which users at one computer

get infarmation from other computers in the | Bangladesh 1.00 250 310 370 5.00

network.  Internet users are people  with

access to the worldwide network, The total | Laos 117 355 £.00 1.00 9.00

number of Intemet uzers is divided by te | Thailand

population and multiplied by 100, 12:08 Ll e e an

Source: Intermational Tekscommunication Unlon™ | Vistnam 17.25 23.92 26.55 30,65 35.07
World 17.50 23.40 26.50 29.70 -
Mumber of users per 100 people,

" International Telecommunication Union,
" World Economic Forum Global Information Technology report.
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Fixed-line Subscriptions (per 100 people) 2006 2008 2000 2010 2011
Fiwed lines are telephone mainlines connecting | Cambodia 019 0.3 0.39 254 370
Lﬁﬁ;":ﬁ;:";‘;ﬁm t the public ewitched | B ngladesh 0B0 082 084 088 0,65
Eﬂlﬂ Intermational Telkecommunication Linlon.™ Laos 1.58 212 1.64 1.66 1.1
Thailand W5 1082 1040 10.02 0.58
Vietnam WI8 1798 2005 16385 1148
World 120 18ED  1TB 172 :

Mumber of subscribers per 100 people.

Mobile Cellular Subscriptions (per 100 2006 2008 2008 2000 2011

people)

Maobile phone subscribers refer fo users of | Cambodia 127 ang 448 £71.7 062

portable telephones subscribing fo an automatic

public mobile telephone service using celiular | Bangladesh 13.4 30.7 248 45.7 56.1

technology that prowvides access fo the public | Laos 17.3 33.6 520 B1.E g7.2

switched telephone nebwork.

Source:; Intermational Telecommunication Unions | Thailand 506 806 g0 1038 AR
Vietnam 225 a87.1 1130 127.0 143.4
World 41.8 50.9 2.3 78.0 -

Mumber of subscribers per 100 people,

Broadband Subscribers (per 100 people) 2007 2008 2009 2010 2011

Broadband subscribers are the total number of | Cambodia 0.08 0.12 0.21 0.25 0.15

breadband subscribers with a digital subscriber

line, cable modem or other high-speed | Bangladesh ) | AR | DR B

technologies. Laos 0.08 0.10 0,14 0.19 0.56

Source: Intemational Telecommunicaton Linion.™

CENNE Thailand 1.0 204 g2 481 £.03
Vietnam 152 2.8 a70 418 4.32
World £.30 6.0 .90 TED -

Mumber of subscribers per 100 people.

2.7. Access to financial services

According to the 2013 World Bank Doing Business report, Cambodia reflects the most
improvement of all countries globally in the case of getting credit in 201 1/12.7 However, the
financial sector is underdeveloped, and the depth of financing is limited.”® Cambodia’s tiered
financial sector consists of 19 commercial banks, six specialized banks, 18 licensed microfinance
institutions, and two foreign bank representative offices. There are also 27 registered microcredit
organizations operating in rural areas and an estimated 30 NGO providers. Microfinance
institutions either register or become licensed depending on the size of their loan portfolio or
outreach with larger microfmance institutions subject to licensing and more stringent oversight.

™ International Telecommumi cation Union,

" Ihid.

" Thid.

" World Bank. 2013. Dhoing Business Report. World Bank; IFC. Accessad 14 June 2013,
" EMI. 2012h.




Products and services used by low income consumers include loans, deposits, remittances,
insurance, @and “Prakas” (consumer protection regulations). The Cambodian Microfinance
Association (CMA) estimated the number of microfinance borrowers m 2008 at 1 million with
loans totalling 740 million TSI, ACLEDA Bank 15 the market leader, holding more than 40 per
cent of the total (302 million USDY). Interest rates on loans are high compared to neighbouring
countries but they are improving. According to the CMA, effective interest rates have declined
from 10 per cent to 3-3.5 per cent per month, due in part to the change in calculation method from
flat rate to declining balance.” Secondary data on “Interest Rate Spread” in Cambodia is not
available.™ Regarding deposits, the NBC estimates that there are more than 100,000 microfinance
institution depositors with 5.4 million USD m deposits. ACLEDA Bank is the main holder of
voluntary savings, while most non-bank microfinance insttutions hold only compulsory savings
that make up only a small proportion of microfinance loans.*

Credit to the Private Sector
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Source Intemational Monetary Fund, Intemational Financial Stalistics and data les, and Wond Bank and CECD GDP estimates
{Werid Development Indicators Oning).

Considering “Credit to Prvate Sector” as a percentage of GDP, Cambodia performs poorly.
Cher the period 2006-11, the country registered notably lower percentages than the other countries
used for comparison. Though it has shown consistent improvement, more than doubling over this
period, in 2011, Cambodia recorded a level of only 28.25 per cent, while the second lowest
percentage was 43.82 in Bangladesh and the highest of those countries compared was 14038 per
cent n Thailand. Finance is not currently considersd a major constramnt to businesses in Cambodia
due to the large presence of mformal and foreign-owned firms, but the lack of formal financial
intermediation for businesses may hmit private sector diversification into higher valoe-added
sectors. In the most recent investment climate assessment, less than 10 per cent of surveyed firms
have bomrowed from banks to finance investment, placing Cambodian firms well behind their
counterparts n Theailand, Laos, and Vietnam.® The lack of formal service and credit infrastructure

¥ OGAP. 2009

* “Interest rate spread” (lending rabe minus deposit rate) is the interest rate charged by banks on loans o
prime customers minus the interest rate paid by commerncial or similar banks for demand, time, or savings

dapoaits.

N CGAP. 2009
* Girishankar, N.; DeGroot, D.; Desai, R.; Stout, 5.; and Wescott, C. 201 1. Cambodia; Wiorld Bank Country -
Level Engagement on Governance and _Anticormaption. ITEG Working Paper 201 1/6. Independent Evaluation

Group; World Bank; IFC; MIGA. Accessed 14 June 20013,




is an especially influential constraint for farmers and SME operators.”® Because the banking sector
tends to concentrate services on businesses operating m urban areas, these groups are largely out of
reach.

Access to finance at the macro level does not appear to be a constraint in Cambodia, but the
opposite occurs at micro enterprise level.™ According to a recent IFC survey, about 90 per cent of
agribusiness SMEsz in Cambodia have identified lack of access to finance as thelr major constraint
for growth, compared to only two-thirds of SMEs in the manufacturing and service sector.
Agribusiness firms need both large amounts of working capital to purchase raw materials during
harvest times, and term capital to upgrade or expand their processing equipment. While
agribusiness SMEs make up about one-third of all SMEs in Cambodia, their financing needs are
about half of financing demand of all SMEs. However, though banks have sofficient capital
available to fund mnvestrments n agncultue, agro-indusiry and SMEs in general, commercial bank
lending to agricultum 1= notably low. In 2008, only 5 per cent of total lending went to the
agriculture sector, and lending to the agribusiness sector, which is classified under manufacturing,
was 3-4 per cent.™ Becanse of the bias towards urban and large enterprises among financial service
providers in Cambodia, microfinance institutions are proncipally the main providers of financial
services to the rural and SME economy. This makes them extremely mmportant in the national
agenda, where they extend only 10 per cent of the total national amount of credit, while serving
more than three-quarters of mral Cambodian borrowers, The Cambodian Microfinance Association
estimates the number of microfinance borrowers hit 1 million last year with loans totalling US$740
million® From 200608, the number of microfinance borrowers grew at a very rapid rate of 23 per
cent, 29 per cent and 31 per cent, respectively, while total microfinance lending increased at a rate
of more than 33 per cent anmually.®® Owver the last five years the number of borrowers mached 1.3
million and the number of savers reached 1.1 million in 24 provinces. Ower the same period,
deposits increased by 32 per cent to 1.26 billion USD in 2011, up from 952 million USD in 2010,
Microfmance 1= a central component in the governmental agenda, as it is seen as an effective and
essential development tool for poverty reduction.™ However, the Association of Cambodian Local
Economic Development Agency (ACLEDA) and Amret experience challenges competing with
informal creditors also serving miral households. Although microfinance institutions offer cheaper
Ioens compared to middlemen who charge around 5 to 7 per cent interest o month, they demand the
deposit of collateral to secure the loan and repayment schedules are less flexible.”

The “Credit Information Index™ measures the level of credit information available in a country
through public or povate registries to facilitate lending decisions. On a scale from 0 to & where
higher values indicate better perfformance, Cambodia performs moderately well, registering a score
of 3 in 2012, In that year, the country outpedformed Bangladesh at 2 and Laos at 0, while Thailand
and Vietnam recorded higher scores of 5 and 4 respectively. Futthermore, the world mean for that
vear was only marginally higher than the score for Cambodia, at 333, In 2012, Cambodia
established its first private credit burean, which now covers 1.1 million people. The burean collects

# Cambodia Development Research Institute. 201 2b.
. Business Issues Bulletin, Mo,

17 (Cembunkia), Juue. Acoasaed 14 fane 2013,

* Cambodia Development Research Institute. 301 Zb,
¥ World Bank. 2010.

T CGAP. 2009,

EIPC. 2009,

* Cambodia Development Ressarch Institute. 301 2b.
% Mational Bank of Cambodia. 2010

" Cambodia Development Research Institute, 201 Zh,




and distributes credit information on individuals, and includes loans n its database imespective of
size. A 2011 regulatiom on credit information sharing now goarantees the right of borrowers to
inspect their own data.™

Financial risk 15 an imporent concern for the country, where the financial sector s
underdeveloped and the depth of fmancing is limited. The weakness of bank supervision in
Cambodia has heightened the risks facing a number of banks, and non-performing loans are
thought to be far more prevalent than reported officially. State mterference in the financial sector 15
lowr, with no fully state-owned commercial banks in operation. Cambodian banks are generally
rnsk-ad verse and since there is no local stock or bond market, domestic financing in general can be

difficult to arrange at competitive rates.”

Key Indicators
Credit to Private Sector (% of GDP) 2006 2007 2003 2000 2010 20mMm
Domestic credit to private secior refers | Cambodia 1199 1821 2346 24,68 27.56 28,26

to financial ided to the
m:t:” 'Egu“fﬁml Bangladesh 3616  37.20 3021 4151 4705 4882

purchases of non-equity securities, and | Thailand 9520 11324 11305 11642 12388 140.38
trade credits and other accounts receivable |
that estabish a claim for repayment. For | Vietnam 71.22 9366 8023 11276 12618 11164
some countries these claims inchude . A

B 1 il e Credit to private sector (3% of GOP),

Source;  Intemational  Monetary  Fund,
Intemational Financlal Staisbics and data
fles, and Workd Bank and OECD GDP
estimates (Word Development Indicators
onling) s

Mofe: Data for Lacs ks not avallable.

Crther Useful Indicators

Credit Information Index 2009 2010 2011 2012
Credit information index measures rules affecling | Cambodia 0 i 0 3
the scope, accessibility and gualty of credit

information available through public or private | Bangladesh z z z z
credit regisiries. The index ranges from Oto &, with | | 50e 0 0 0 o
hagher values ndicating the awailability of more i

credit information, from either a public registry or a | Thailand 5 B & &
private bureau, to facilitate lending decisions. Viat i 4 4 4
Source: Workd Bank, Doing Business project = World 2.98 in N 333

Celeas informetion to B=more information,
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2.8. Physical infrastructure

Transportation infrastructure s a key concern for Cambodia where the export-oriented
gament industry 15 a main dover of growth m the country and is heavily reliant on transport. In
recent years, the ports and mrpont transport facilities have undergone upgradng, but stll remamn
largely inadequate for most business needs. Similarly, the limited road and rail transportation
networks continue to suffer from a lack of investment. Electncity supply outside of Cambodia’s
main cities 15 inadequate, and even In urban arcas, power shortages pose high risks to business
operations.” “Electric Power Consumption” measures the production of power plants and
combined heat and power plants less transmission, distribution and transformation losses, and own
use by heat and power plants. The sitnation in Cambodia in this regard reflects consistent increases
in energy consuomption, but levels are notably low over the perod 2004-10. In the latter year,
Cambodia registered a mte of 146.1 KWh per capita. The next lowest rate among the countries
compared In that year was for Bangladesh with 278.9 KWh per capita, and the highest consumption
raie was in Thailand with 22434 KWh per capita. The averages for the East Asia and Pacfic
Begion are also substantially higher, at 3,063.6 and 29747 KEWh per capita in 2010, Electricity
prices are comparatively high and place a large burden on firms. Thus, the energy sector would
likely benefit from increased competitiveness. Cambodia established an electricity regulator and
passed the Electrcity Law m 2001, However, there is no national grid and most towns are supplied
through isolated systems. The problem is particularly acute in rural areas, where 10 per cent of the
population, largely residing in Phnom Penh, consume 90 per cent of the electricity. Although the
average tariff 15 around 0.16 USDVEWh, the tariffs of roral electricity enterprises range from
0.30-0.90 USDVEWh. Only 6 per cent of rural households have access to electricity, and half of
those use individual power generating units. However, the BGC has announced plans to increase
rural electricity coverage from around 10 per cent at present. to 70 per cent by 2030.%

Secondary data on access to potable water in Cambodia sheds light on the relatively high need
for mprovement n this ama. When it comes to the percentage of population with access to
improved water sources, only 64 per cent of the population had access in 2010, up from 34 per cent
in 2005, OF the countries compared, Laos is the only one that reflects a simmlarly low rate of 67 per
cent im 2010, while 81 per cent of the Bangladeshi population has access to improved water
sources, and in Thailand and Vietnam the numbers are in the high 90s.

Quality of Overall Infrastructure Index
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The “Quality of Owerall Infrastructure Index™ reveals whether a country's mfrastmicture s
underdeveloped or extensive and efficient based on a mnge from | to 7 with higher valoes indicating
better performance. In this area, Cambodia performs relatively well and has shown strong improvement
over the period 2008-12. Moving from 3.12 to 4.23 dunng this span, Cambodia recorded the second
highest level of infrastructure quality of the countries compared, with Thailand achieving the highest
level of 4.86. The “Quality of Port Infrastructure Index™ reflacts the level of development of port
facilities and inland waterways on a range from | to 7 with higher values indicating better development.
For landlocked countries, this indicates how accessible port facilities are. Again, Cambodia registers a
comparatively strong score in this regard at 4.2 in 2012, This 1= only somewhat lower than Thailand,
which recorded the highest score in that year at 4.6. FPunthermore, Cambodia has consistently improved
in this area, moving from 3.4 in 2008,

Becanse Cambodia is a net exporter of rice, nfrastructure necessary for holding and transporting
rice 15 especially important for the economic growth of the country, especially considering plans to
expand rice production. The sharp nse in food prices in 2008 hit isolated areas of the country
disproportionately hard, leaving many poor households without enough food to eat. More than 83 per
cent of rice production depends on annual mins, but recurrent drought and floods have led to reduced
yields. Weaknesses m infrastructure and the trading system further hinder the country’s rice surplus. The
lack of proper milling mfrastructure also means that many subsistence famers ar unable to produce
rice that can be consumed immediately; rather they are obliged to have their rice harvests milled across
the border in Thailand. Cnce this is done, they must buy it back at a higher price. Storage facilities and
irrigation systems tend to be madequate. At the same time, only 15 per cent of rice fields use irngation,
though these imigated fields account for 40 per cent of the country”s rice praduction.”™

Key Indicators
Roads, paved (% of total roads) 203 2004 2005
Pawed roads are those surfaced with crushed | Cambodia - 6.2 -

sione (macadam) and hydrocarbon binder or
bituminized agents, with concrete or with | bangladesh .50 - -
cobblestones, as a percentage of all the country’ | Laos 1441 T 1340
roads, measured in length. i
Sourge; Intemational Road Federation, Word Road | Thailand - : L
Statistcs (Workd Development Indicators Onling).® v

- 43.80 -
East Asia and Pacific 34.70 4273 41.57
World 49.40 45.02 46.01

4 of total roads.

" FAD. (undated).

Prices. Food and Agriculture Organization

of the United Mations. A-:mssad l-i June 3.']1‘3
]
Wiorld Bank Ihatabank,




Electric Power Consumption (KWh per 2004 2006 2008 2009 2010
capita)
Eleciric power consumpfion measures the | Cambodia £5.2 80.5 1151 120.0 1461
production of power planis and combined heat
== ianis less fransmission, distribution, Bangladesh 1634 197.4 228.7 2516 27840
and fransformation lesses and own use by heat | Thailand 17078 10616 20510 20448 22434
and power plants.
Shati=tics and Balances of Non-OE D Courties and
Ensrgy Statistics of OECD Counrles  (World | East Asia and N3 24203 MEOTA 0 27872 AM0GAE
Devalopment Indicators Online). "™ Pacific
Mioke: Diarta Tor Laces s not avallable.
e e World 257e6 27353 MEa0B 28156 29749
KEWh per capita.

Other Useful Indicators
Improved Water Source (% of population 2005 200& 2007 2008 2008 2010
with access)
Access to an improved water source refers to | Cambedia 54 56 &8 60 G2 64
the percentage of the population with reasonable

P h N TR Bangladesh a1 a1 g1 a1 g1 g1
inf;vedmaﬂusahmsdmljme?, Laos 5T 5Q E1 g3 Ed g7
pu standpipe, borehole, protected well or
spring, and rainwater collection. Unimproved | Thailand 84 a5 a6 26 86 86
unprofected wells and springs. Reasonable
access is defined as the avalabily of at least | East Asia and g87.30 8752 8893 Bo24 829052 o078
20 Fires per person per day from a source within | Pacific

kilometre of the dweling.
= World 8584 8634 8700 8739 8787 88.30
Source: Word Health Organizaton and Unbked 3 :
Natons Chidren's Fund, Jont Measuramert | = Of population with access.
Progmmme  Workd  Development  Indicatars
onling). ™!
Cuality of Cwerall Infrastructure Index 08 X004 A0 2011 A2
Survey data: "General infrastructurs in your | Cambodia 312 342 82 4G 4,23
country is: 1=underdevelopsd, T=as sxtersive
Sl i e e s b Bangladesh 2.22 2.52 2.74 2.82 2.84
Source: Workd  Ecoromk: Forum, The  Global Thailamd 4.81 4.71 489 474 4,86
Compatitiveness Report.
Nole Datn 0m Laos It Lrsyaliabie. Vietnam 2.75 283 303 3.0 323
World 38 4.1 4.3 4.3 -
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Ouality of Port Infrastructure lndex 2008 2009 2010 2011 2012

Sureey data: "Port facilities and inland waterways in | Cambodia 3.4 a5 a8 4.0 4.2

your country are: 1=underdeveloped, T=as developed

as the world's best. For landiocked countries, this | Dondladesh | ol - -

measures the sase of access o p-nrt facilities and Thailand 4.4 4.7 50 4.7 4.6

inland waterways".

Source:  Workd EI:I:H"HE“H: Foum, The Global | Vietnam 2.8 3.3 A6 34 3.6

Compatittveness Report. Workd <

Moke: Data on Laos ks unavallable. 41 4.2 4.3 4.3
1=underdeveloped, T=as developed as the world's best,

3. Social Elements

Indicators assessing social elements of an enabling environment for sustainable
enterprises for 2009*
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As of 2008, enterprises in Cambodia with one or
twio persons engaged accounted for 70 per cent of
the totol, whilst enterprises with five or more
employees only for 123 per cent. Despite these
figures, the proportion of labour force employed by
large-=cale firms was still considerable.

The majority of very small — and often informal —
enterprises is owned by women, whilst. as the size
of firms increases, men make up larger portions of
the labour force. Momover, agriculture and
agribusiness SMEs represent the backbone of raral
economy, showing also a high growth potential.

In order to help SMEs o overcome their constraints
and promote their development, the Government
has pmomoted financial support as well as
implemented  legislation to  streamline SME
rejgistration, and import and export procedures,

The labour force in Cambodia is chamcterized by
low levels of education and skills, with 78 per cent
of workforce not having completed lower secondary
school, This puts both workers and employers at
rigk.

Cambodia has registerad mpid employment growth,
but  mostly  in  low-income  low-prodoctivity
activities. Conversely, more quality jobs have to be
generated.

Concerning gender and women's empowerment,
Cambodia has made improvements, and women are
regarded as the backbone of the national econommmy
and society. Mevertheless, discriminatory practices
still persist and efforts nesd to be put to ensure
gender equality and equity.

One of the soumes of skilled workers' shortage is
the mizmatch betwaen the training provided in the
education systern and the requirement: of new
industries in the Cambodian private sector. In fact,
gocording to findings from the EESE survey,
competent university graduates cannot find johs,
whilst business and mamifacturing sectors cannot
find qualifiad high school graduates.

The informal econormy is the most affected by the
lack of skillad labour. impacting negatively
incomes of workers there employed. Hence, better
skills training can belp to reduce poverty by
increasing incomes and moving labour out of the
infiormal sector.

Although progresses in poverty and inegquality
reduction have been made, further improvements
mead to be achieved. Specifically, investments in
pro-poor sectors,  such  as healthcare,  rural
development and education, are needad as well as
adequate  strategies to increase  agriculture
productivity.

In regards to healthcare, nutrition, education and
social protection, Cambodia lags far behind mamy
other countries in the region, without effective
protection schemes cumently provided by the
Government. One consequence is that poor people
cannot afford o remain unemployed for long,
ending up with an wunsafe wulnermble job.
Formately, civil society and  microfinance
institutions provide social support mechanisms and
cradit for increasing income eaming opporhinities.




3.1. Enftrepreneurial culture

As of February 2008, there were 376,761 enterprises m Cambodia, employing 1 469,712
pemons, of which 626,783 were male (42,6 per cent) and 542,929 female (37.4 per cent). The
number of enterprises with one pemson engaged was 112 thousand, accounting for 29,8 per cent of
the total, and the proportion of those with two persons engaged made up 2906 per cent (149
thousand enterprises). Thus, enterprises with up to two employees accounted for around 70 per
cent of the total. Enterprises with five or more persons engaged accounted for 12.3 per cent, with
ten or more persons engaged made up 3.5 per cent, with one hundred or more persons engaged
was (.2 per cent, and those with one thousand or more pemsons engaged accounted for only 106
cnterprises. That 15 to say, large-scale establishments account for a very small porton of
enterprises m Cambodia. However, 563 per cent of the labour force was engaged im
establishments with five or more persons in 2000, 42,6 per cent in firms employing ten or more
pemons, 23.4 per cent in firms with 100 or more staff, and 14.5 per cent in firms with more than
L0000 staff. Thus, although ther are only a few large-scale establishments in the country, the
proportion of the labour force employed in these firms is substantial. Gender differentiation in
enterprise representation by size is pamticularly interesting.'™ In Cambodia, women feature
prominently in the workforce, wher more than 80 per cent over the age of 15 participate in
formal and nformal labour. However, while more than 60 per cent of micro, small and medium
cnterprises are owned by women, the large majority (90 per cent) of these busnesses are very
small and in the informal sector.'™ In 2009, women predominated enterprises with one person
engaged, accounting for 80,000 representatives compared to 33 thousand male representatives.
However, as the staff size of firms nereases, men make up larger portions of the labour force.
Specifically, even for firms with two or more persons engaged, the ratio shifts to men accounting
for over 50 per cent of the labour force.'™

There were about 35,000 SME= and micro enterprizes in Cambodia in 2007, Agriculture and
agrnbusiness SMEs make up about 1/3 of all these SMEs. SMEz are overwhelmingly the largest
contributors to mral employment, including poor and vulnermble hovseholds, and foster local
cconomic growth and social stability in mral areas. At the same time, agriculiore has
demonstrated a high growth potential in Cambodia'™ According to a survey of owners and
manager of SMEs in Cambodia in 2008, salesfervice and trading firms make up 85.4 per cent,
outnumbering their manufacturing counterparts with 14.6 per cent. The majority of respondents
(B3.5 per cent) derived their sources of capital from personal savings, family and friends, and 70
per cent of the capital mvestments by firms below 20,000 USD. This same survey revealed that
skills and training are crucial in entreprencurs’ abilities to set up and manage a company, and
allow entreprencurs to improve the quality of their firm while reducing the cycle time.
Furthermore, adequately skilled and motivated employees must be provided with accurate and
timely information."™

Identifying mdicators showing the degree of entreprencunal colture in & country 1s quite
challengmg. Moreover, for Cambodia, secondary data in this area 15 scanty. “Wew Business
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Diensity™ indicates the number of newly registered limited hability companies per 1,000 working
age people in a year. Cambodia is characterized by a majority of micro and small enterprises that
are normally not limited lability compamies. This partly explains why Cambodia registers rather
low walues, from 0.13 in 2004 to 022 in 2009, These rates are higher than those recorded for
Bangladesh, are lower than the rates in Thailand, and are substantially lower than the East Asia
and World mean rates over the 2004-09 penod. In 2009, Thailand recorded a density rate of .59,
in East Asia the mean was 4.54, and the world mean for that year was 3,16, Unfortunately, more
recent data is not available for Cambodia.

One of the mam challenges in Cambodia for SME development is access to financing, as
described in section 3.7 of this report. This constraint is largely attnbutable to several key factors
that are common to all sectors: (1) low levels of formalization of SMEs, which leads to a lack of
sufficient market credibality: (1) institutional weaknesses, includmng lack of use of proper record-
keeping and accounting tools; (1) absence of reliable credit mformation that increases banks
transactions costs in dealing with SME=; and (iv) weak legal and regulatory framework that
makes recovery of bad loans and contract enforcement difficult for creditors. Thess issues make it
difficult for lenders to assess risks versus mtums properly, creating differences in the perceived
versus real risk profiles and resulting in untapped lending opportunities to SMEs. Unlike in many
developing countries where domestic financial systems tend to lack a local funding base,
Cambodia’s financial system has excess liquidity. Monetheless, limited lending poses a serious
threat to the further development of agriculture and agribusiness in particular, and the SME sector
more generally, as these firms are perceived to be fskier or less profitable than larger firms.'™
Because this situation mainly stems from a lack of information about potential borrowers, and
resulting risk pemceptions, the creation of the first credit information bureau in 20012, which now
covers 1.1 million people, should have a positive impact on this constraint.""” Another challenge
for local SME firm development and rapid expansion is the small labour pocl, and the subsequent
impact of high turnover rates within companies. This 1= compounded by relatively high wages
compared to other neighbourmg countries. In the ICT sector, workers with just two or three years
cxpericnce commeand monthly wages of up to G600 USD, which is hi%h:r than wages for
equivalently skilled and experienced workers in both Vietnam and Thailand.™

In order to promote SME growth, the Govemment has implemented legislation to streamline
import and export procedures for SMEs, as well as provided financial support to SMEs in order to
promote product exportation, reduced and streamlined SME registration procedures, and reduced
the capital required in order to register a SME."" In addition, the National Strategic Development
Plan Update for 2009-2013 specifies three main focus assas in which SMEs should be promoted:
1) limitation of procedures of inspection and product justification for import and export,
preparation and adoption of a sub-decree on business facilitation through risk management and
widening registration through the intemet; 1) creation of new fmancing sources, company
classification by credit points and strengthening governance and financial reporting; and i)
creation of business development services, prevention of all kinds of smugglhing, subsidies for
SMEs for export, and introduction of SMEs into a global value chain.'™ The SME Sub-committee
15 a more recent example of the Government's contmued commitment to this 1ssue. Based on the
Government’s Bectangular Strategy, in which the promotion of SME= is a cornerstone of private
sector development, the SME Sub-committee was created to formulate the SME Development
Framework. This framework acts as a guide for establishing SME= nationwide, and includes the
following strategies: (1) improving megulatory and legal framework: (1) facilitating access to
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finance; (1) diversifying and coordmating SME support activities; and (iv) harmonizing
policy.™ The Government has also strengthened its partnerships to bolster holistic support for
cnterprise development within the informal economy. The Cambodia-India Entreprencurship
Development Center 15 an example of a bilateral effort between the Government of India and the
BGC, to deliver a broad range of services that includes skills training and entreprensurial support
for students who wish to establish their own enterprises. '™

Key Indicators
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3.2. Education, training and lifelong leaming

The development of a skilled workforce and the expansion of human capabilities through
high-quality systems of education, training and lifelong leaming 1= mportant in helping workers
to find good jobs and enterprises to find the skilled workers they require. According to the
2012712 World Economic Forum Global Competitiveness report, an inadequately educated
workforce is the second most problematic factor for businesses operating in Cambodia. Skilled
and specialised labour is m limited supply in the country, in large part due to the lasting negative
impact of the destruction of the education system under the Khmer Rouge.'"”

In Cambodia, the Ministry of Education, Youth and Sports (MOEYS) oversees formal
preschool, primary, secondary, and tertiary education programmes, and the Mmistry of
Vocational Education and Traming oversees formal Technical and Vocational Education and
Traming programmes.”'® Data on “Public Spending on Education™ as a percentage of GDP
consists of current and capital public expenditure on education plus subsidies to private education
at the primary, secondary, and tertiary levels. Though data on Cambodia is only available for
certain years, there has been a general merease in expenditures since 2001 from 1.72 per cent of
GDP to 2.6 per cent m 2010, Monetheless, this is still lower than all countries vsed for
comparison for which data was available. Between the 2003/ and 2006M7 academic years, the
mumber of schools m Cambodia ncreased by 30 per cent, and enrolment rates increased at all
levels of schooling. The mumber of scholarships provided fo poor students af the secondary evel
reached 43,7534, of which female students account for 63.2 per cent. The number of teaching staff
has= also increased from 73,642 i 200304 to 78606 m 200607 academic 3.-'-:,31'51.“'5I
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Public Spending on Education
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In spite of the fact that public funding for education is relatively low, there was a substantial
rise in hiteracy between 1998 and 2008, with the female rate of growth greater than that of the
male rate. However, almost half of these people (48.9 per cent) had not completed their primary
education as of 2008, In addition, in spite of the fact that the literacy rate among women grew
faster than that of men, more of the literate employed were male (82,7 per cent) in the country
compared to female (69.1 per cent) in 2008."™ Youth literacy is particularly important when 32
per cent of the population is under 15 years of age and 300,000-400,000 young people enter the
labour market cach year.”' Data on the “Youth Literacy Rate™ in Cambodia and the countries
used for companson 15 scanty. In 2009, the last year for which data 1= available for Cambodia, the
country registered a rate of 87.13 per cent. This 1s an merease from the 2004 rate of 83,38, but
aleo reflects a mmor decrease from 2008, when the rate was 87.47 per cent. Vietnam 15 the only
country of those compared for which data 1= available in 2009, In this year, Vietnam recorded a
rate almost 10 percentage pomnts higher than that of Cambodia, at 96.88 per cent. According to
the EESE survey findings, of all workers surveyed. 67 per cent have not reached high school,
with only afew having no schoolng at all. This is true across all industries.
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Highest level of educational achievement among workers
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The “Education Index”™ measures educational attanment based on the adult literacy rate and
the combined primary, secondary, and tertlary gross enrolment ratio on a scale from 0 to | with
higher values indicating better performance. Cambodia performs well in this mgard. In 2012,
Cambodia recorded a level of 0.52, thereby outperforming Bangladesh and Laos, and caming a
similar score as Vietnam. Thailand performed the strongest of the group with a rate of 0.6 In that
year. In spite of this comparatively good performance by Cambodia, students are completing
primary and secondary school without acquiring skills that will allow them to adapt to changes in
the labour market.'™ Findings from the EESE survey confirm this, where employers responded
that high school and vocational training graduates do not have the necessary skills to meet their
demands, though university graduates do. Monetheless, a large number of graduates are unable to
find jobs, while business and manufacturing sectors cannot find qualified workers. Moreover, the
national dropout rate 15 estimated to be 8.3 per cent in primary, about 18.8 per cent m lower
secondary, and 11.3 per cent in upper secondary. Providing technical and vocational skills to this
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Employer attitudes toward education, training and skills
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According to findings from the EESE survey, employers included a shorage of skilled
labour and a lack of guality human resources among the greatest challenges facing the
Cambodian economy. Employers tend to agree that, while the quality of education and training
providers v;:umtl}.r available n the market 1= good, there are not r.nu:lugh providers. The majority
of enterprises (39.7 per cent) noted never having purchased local training, though the few that did
found the quality to be good or very good (28.6 per cent). The largest proportion of responding
employers (40 per cent) believe that the supply of high quality training providers is inadequate,
compared to 26,5 per cent believe the supply is adequate and 33.5 per cent who do not know.
Although a lack of skilled labour 1= a clear challenge on the employer's side, only a few sectors
provide traning or pay for staff training, according to EESE survey responses from workers, OF
all workers surveyed, 8 1.3 per cent responded that financial support for training 1= not provided
by employers, and only 13.2 per cent responded positively to this question. Similarly, 80.5 per
cent noted that training has not been offered to employees in the past 12 months, compared to
16.3 per cent who said training had been offered. The hotel, guesthouse and restaurant ndostry
tends to provide the most training support, according employee responses. In this sector, 43,2 per
cent of employess receive financial support for training, and in regards to provided training, 53.5
per cent reporied that their enterprise provided such services n the last 12 months. When asked
whether they take part in training offered by their company, 83 per cent of employees responded
that their company did not offer these services, or that they were not aware of it, while 13 percent
said they do participate, and 4 per cent responded that training services are available but they do
not paticipate. Among the imited training being provided by enterprises, the main arcas of study
according to the EESE survey findings include those categorized as “other”, such as basic
computer skills, language, cooking, and others, as well as technical training relevant to the job

description, and costomer service. Management and leadership, and human resources training
seem to be the least commonly covered.

The RGC considers technical education one of the central means for economic development
through the integration of its growing number of young people, especially n miral arsas and poor




city suburbs, into the labour market. In addition to promotng practical skills development,
technical education also dissuades students from dropping out of school early. For this reason, the
Govemment 15 pushing to start traming ai earber levels of schooling. The introduction of
technical and vocational education programmes m high schools is still in its infancy, but an
externally supported pilot project has been introduced. The main challenge for the Government in
thiz regard however, is that mvestment in technical education iz costly as facilities, materials,
equipment, and maintenance are expensive, and technical education facilities can quickly become
obsolete due to market change and industry adaptations.'® Positive gains have been made though,
where, according to Mmistry of Labour and Vecational Traming (MOLVT) findings, the number
of technical vocational education and training graduates in Cambodia increased, from 88,367 in
2007 to 113,648 in 2008."

The Cambodian labour force 1s charmacterised by low levels of education and skills. As of
2012, 78 per cent of the Cambodian workforce between ages 15 and 64 had not completed lower
secondary school. For women, the situation was graver, whem SIFI cent of men completed at
least primary education, compared to just 38 per cent of women.™ Only 23 per cent of the total
workers are educated beyond the primary school level, 29 per cent have no schooling at all, and
little more than | per cent attended vocational, non-graduated or graduated traming. Education
levels am highest among workers in the services sector, followed by the industry sector, with
agriculture workers being the least educated. At the same time, garment and other manufacturing
sector workers typically come from the agrnculture sector. Though this sector is thought to be the
most nefficient part of the economy, 1t has considerable potential to provide additional labour
recruits, and thus, traiming and skills development for those operating in it would help to increase
the skilled labour pool in general. The low level of skills and edocation in the Cambodian labour
market creates risks for workers such as low wages and poor benefits, unsafe working conditions,
and job insecurity. Furthermore, much of the Cambodian workforce is under-employed,
according to a recent estimate by the Mational Institute of Statistics, putting the rate at 20 to 40
per cent. The low level of skilled labour also puts employers at risk of uncetam worker capacity,
high tumover, and workplace instability.'” Even the National Audit Authority (NAA) is currently
secking to opt out of civil service pay scales to attract more skilled staff.'™

When it comes to diversifying the country "s base for economic growth, the issue of labour is
inevitably raised. Currently, skilled labour in hight industries (mainly gamment factores that
require workers to have certamn basic skills) exists in Cambodia, but skills are scarce for other
Jobs and expatriate workers are often recruited for positions requiring higher skills. Cambodia has
more than enough workers to supply emerging sectors, but thus far, demand and supply of labour
have been mismatched. Economic divemsification and the movement of labour from agrniculture to
other sectors are needed to absorb new workers., At the same time, traming must be provided to
these new workers to facilitate a smooth transition between sectors. Mew industries in the country
should focus on creating job opportunities for entry-level low-skilled workers, supplemented by
opportunitics for on-the-job training to motivate workers and accelerate their skills and carcer
development in parallel with development of new industrics.™ Responses from employers in the
EESE Cambodia survey confirm the fact that several different sectors seem to face shortages of
skilled workers and it is becoming mereasingly difficult to retmn highly skilled workers. Large
enterprises in particular are more affected by the shortage of skills, and employers in these firms
strongly agree that retention of highly qualified staff is difficult in the corrent market.
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The low level of skilled lahour in the informal economy is also notable, where the self-
employed, who make up the majority of the mformal workforce, on average have just 4.5 years of
education. This affects wages m the informal economy, which m turn, hinders econorme growth
poverty reduction. Workers in the informal sector, including both agricolture and non-agrculture,
earn significantly less than their counterparts operating in the formal economy. Thus, better skalls
training can help reduce poverty by augmenting mcomes and moving labour out of the informal
sector. This is particularly true for women working in rural communities. ™™

Extent of Staff Training
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Perceptions of Cambodia’s business leaders concerning the extent of investment in staff
training over the penod 2008-12 shghtly mproved, according to the indicator “Extent of Staff
Training”. This indicator shows whether companies in a country invest little or heavily in training
and employee development to attract, train and retan staff, on a scale from | to 7 with higher
values indicating more mvestments. Cambodia performs comparatively well in this area,
recording a score of 3.9 m 2012, This is higher than all countries used for comparison for which
data was available, with the exception of Thailand, which recorded a marginally higher score of
4.1. In contrast to the inadequate educational and private vocational training provided, this data
implies that the strongest source of training 18 provided by companies to their staff. While this is
very positive for the country, such traming tends to be mome prevalent in larger formal sector
companies, making it essential that the Government step up efforts to promote enterprise and
vocational training for the geneml public. Fndmgs from the EESE survey confirm this
possibility, wher small companies tend to be more negatively affected by the lack of shlls
compared to larger companies. At the same time though, while all firms agree that personal skalls
development is important, large enterprises tend to agree more. Personal skills include: time
management; setting  priorities; increased leaming; reviewing and evaluating personal
achicvements; taking responsibilities; etc.

The man issue for the Government at this time 15 the need to respond to the disconnect
between the new industries m the Cambodian private sector and traming provided m the
education system. Development of the education and training programmes n the country will
have hitle positive impact if they are not coordinated to the current and growing labour market
demands in the country. Bamiers which cuarrently hinder stronger public-private coordination in
Cambodia’s educational system include: a lack of information at the policy and industry level;
weak or non-existent linkages between institutions; and a lack of capacity and resources
(mvestment, people, and mfrastructure). There is a great need to diversify the type of disciplines
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youth pursue in their training to ensure that the education system is producing a competitive and
diversified workforce. Human resource development focus arcas should include: agriculture
sector development; expansion of industrial mamifacturing; divesification of export products and
regional markets; and attraction of quality trade-onented investment. Skills priorities have been
identified owver the years, but the greatest challenge for the country now is to transform these
pricrities into actions.'™

Key Indicators
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3.3. Social justice and social inclusion

Inequality and discrimination hinder the creation and growth of sustainable enterprses.
Explicit policies for social justice, social nclusion and equality of opportunities for employ ment
are necded. Cambodia ranks low on the UNDP Human Development Index, at 138 out of 186
countries in 2013."" Though economic growth has been rapid in the country, poverty reduction
has not mproved at corresponding levels.

The “GINI Coefficient” measures the extent to which the distribution of mcome among
individuals or households within an economy is equal. Absolute equality comesponds to a value
of 0, whereas absolute inequality is represented by 100, Awvailable data in Cambodia 15 very
scanty and is only available for three years since 2004, Nonetheless, based on the data available,
the country shows improvement between 2007 and 2008, In the latter year. comparable figures
are available for Laos, Thailand and Vietnam. Laos and Vietnam reflect more positive degmes of
equality than Cambodia, while Thailand reflects a poorer situation in that year. Economic growth
in Cambodia has only resulted in a reduction m the poverty rate of 1 per cent annually and
income distribution 15 notably uneven, showing that growth has been shared unequally among the
population.'” Some improvements have been made in the past two decades however, where the
mumber of people living under the poverty line fell from 50 per cent in the mid-1990s to 25 per
cent at present.'”® According to the national Anmal Development Review 2011-2012, farther
reductions n poverty and meguality will require a significant merease in public mvestment in
pro-poor sectors such as healtheare, education and miral development. According to Cambodia’s
Millennium Development Goal, the proportion of people living below the national poverty line is
hoped to decline to 19.5 per cent by 2015, However, due to the global economic and financial
crisis, there has been an increase in poverty in some arcas given the reduction m income due to
unemployment in garments, construction and tourism.”” Cambodian construction workers in
particular, record the lowest wages across ASEAN countnes, at a daly wage of 450 USD, as
opposed to 7 USD in Thailand. In more highly skilled construction positions where wages are
higher however, such as architects, engineers, electricians, welders, and carpenters, these are
generally filled by foreign workers. '
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Although Cambodia has mduced poverty throwghout the country, them are particular
segments of the population, such as self-employed farm workers and domestic workers, for whom
poverty incidence remains high. The reality of rising mcome inequality 15 likely to slow down
progress in poverty redoction unless high growth rates bring about a rise in mean ncome of
vulnerable groups. Projected growth of 3-6 per cent, down from double-digit growth experienced
in recent years, is also likely to slow job generation and poverty alleviation. The approach to
macroeconomic policy in Cambodia is concentrated on macroeconomic stability and neglects
other critical goals such as employment generation and social protection. Although agriculture
production has been increasing recently, productivity remains low compared to other ASEAN
countries. Thus, one strategy for Cambodia to invigorate productivity and labour absorption
would be through the development of small-holder farmming, as well as large scale crop
production, mcloding forestry development and plantations. Public policy and expenditures to
facilitate these activities would mclude spending on expansion of wrngation, facilitation of access
to credit, inputs, and training.**’

The “Labour Force Participation”™ rate in Cambodia has remained relatively stable since
2006, and has even shown marginal improvement, in spite of the 2008 economic crisis. The
country has consistently outperformed rates recorded in other countnes used for comparison. In
2010, the most recent year for which data is available, Cambodia recorded a rate of 84.5 per cent,
while the second highest rate was B1.2 per cent in Vietnam and the lowest was 73.4 per cent in
Bangladesh. However, the co-existence of a low unemployment rate in Cambodia with a high
incidence of poverty and low levels of productivity implies that most of the jobs created are
neither adequately remunerative, nor productive. The Cambodian labour mearket is charactenzed
by a limted formal sector, with the bulk of unemployment being in the informal econommy.
Cambodia has mgistered rapid employment growth, but most of this has taken place in low-
income low-productivity activities. An indicator of this is that the employment share in the
modem industrial sector is still quite low, and the economy is yet to witness any structural
transformation. '

Since the global economic crisis, job growth has resumed in the country, but there is stll
room for improvement in terms of job guality.'® With formal employment opportunities in short
supply and much of the labour force being low-skilled, the wolnersble employment rate
(proportion of cwn-socount workers and unpaid family workers) in Cambodia is notably high at
around 73 per cent, though it has recently been declining. Pockets of high unemployment remain
among specific groups and geographic localities; urban workers with a secondary education being
particularly at nsk. In general, youth remain far more likely to be unemployed than older adulis,
in both rural and urban areas. Under-employment 15 most prevalent among female and miral
workers."* In order to realize decent work, with the ILO, Cambodia is one of the first countries to
have completed the first phase of the Decent Work Country Programme (DWCP) and 1= now
entering into the second phase. The DWCP is a trparite consultation process mvolving
representatives from govemment, employers” and workers” organizatons. CAMFEEB A hopes the
Cambodia DWCP will help address such challenges as job creation, elimmation of child labour
and the worst forms of child labour, social protection, and contribute to better relationships and
coordnation mechanizms between employers, trade union counterparts and the govemment.

. Mugtada, M. 2011. Cambodia: Toward a Mational Employment Strategy for Sustained Powerty
Reduction. Global Extension of Social Security (GESS) — ILO.
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Workshop Report. ILO Country Office for Thailand, Cambodia, and the Lao People”s Democratic Republic
{Phnom Penh), 4-6 May.
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According to the ILD DWCP, Cambodia is on-track in realizing decent work, but some
challenges remain.'*

Findings from the Cambodia EESE survey mveal interesting findings as concems worker
salaries, working hours and contracts. Considermg hours worked per week, the median mamber of
reported hours worked by employess 15 36, with those engaged in the garment and footwear and
food and beverage producers industries working the most hours, with means of 605 and 656.5
respectively. The median monthly wage among surveyed workers was 100 USD, while the mean
was 111 USD. Based on employer estimates, the trade sector reflects the highest number of
weekly hours with a mean of 614, compared to the banking, insurance and micro-finance
institutions sector with a mean of 42.4 hours per week. It is interesting to note that the mean
mumber of weekly work hours in the garment and footwear ndustry is, according to employers,
only 53.2 on average, with a median of 48, compared to the significantly ligher number of hours
reported by employess engaged in this sector. Regarding differences in working hours of different
levels of staff (Le. management and employees), BL1 per cent of employers believe that the
schedules are the same, while 18,6 per cent believe they am different. The difference seems to be
greatest in the hotel, guesthouse and restaurant sector, where 51.6 per cent of employers believe it
15 different, as well as in the professional service providers sector, where 41.2 per cent believe it
to be different. The best paying sectors include construction (148 USIMmonth) and hotel,
guesthouse and restaurant (124 USDV¥month). Owvertime compensation for work during public
holidays 15 another issue in the country where just over half (35.2 per cent) of employers reported
that they do not pay extra for work done on public holidays, 135 per cent report paying 200 per
cent of the normal salary for work on public holidays, and 8.2 per cent pay 150 per cent of the
normal salary; 146 per cent report paying at other rates or providing other incentives. The
gament and footwear, professional service providers, and telecom/ICT sectors, in particular,
seem to perform well in this area, where 774, TG, and 714 respectively compensate for
overtime at 150- 200 per cent of the normal salary. This may be due to the fact that the economic
impact of public holidays is not equal across ndustries. It is however worth mentioning that
Cambodia is among the countries with most public holidays in the region. In Cambodia. any
public holiday that falls on Saturday orfand Sunday will be carried over to the next working
day.'"" The garment and footwear industry for example, generally compensates workers at a rate
of 150-200 per cent the average salary for working on public holidays, while 5.7 per cent of the
agro-processing industry, which 1= muoch less impacted by holidays, does not provide any
compensation for work done on these days. The EESE survey also shows that large companies
are Mmore nc,gnuv-:l}r impacted by a high number of public holidays than small firms. Food and
accommodation 15 another area where certain mdustries perform better. Industries working with
food items generally provide food to their employees on top of salares. 100 per cent of
employeess in the agro-processing sector reported receiving food on working days as an additional
henefit, 93.2 per cent of those in the hotel, guesthouse and restanrant sector reported this to be the
case, and B1.6 per cent of those in the food and beverage producers sector also reported this. In
the construction sector, 87.2 per cent of employees said they did not recelve food, 70.4 per cent of
those in other sectors, including manufacturing, do not recelve food, and 64.7 per cent in the
gament and footwear sector do not either. Accommodation provided to employess follows a
sirmilar pattern. The majority of employess engaged in the food and beverage producers (86,8 per
cent], agrc--pru:n::asing (833 per cent), construction (35.3 per cent), and trade (51.2 per cent)
sectors recelve accommodation on top of their salary or wages. In the garment and footwear
industry, only 333 per cent report this to be the case, and in other sectors, including
manufactunng, 48.15 report it to be the case. Interestingly, in the hotel, guesthouse and restaurant
industry, only 9.1 per cent of employess repont recelving accommod ation.

45 TLO. 2011, Tripartite iming Consultaticn Wior on_ Mepsuring Decent Work in Cambodia.
Workshop Report. ILO Country Office for Thailand, Cambodia, and the Lao People”s Democratic Republic
{Phmom Penhl, 4-6 May.
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Labour productivity levels m Cambodia remain lower than most of its ASEAN neighbours,
with an estimated value of 4.19 million rels (1,030 TSI in 2008, The highest average annual
change of labour productivity between 1998 and 2008 took place in the mining and quarrying
sector (19.4 per cent), followed by finance and other services (8.6 per cent). Avernge annual
growth of labour productivity in agriculture in the same period was much slower at 1.7 per cent,
as well as in trade at 1 per cent. With regards to labour mobility, from 2004 to 2008, the MOLVT
expanded its activities to further develop both local and foreilgn employment options. Cambodian
migrants were ncreasingly employed through official channels in Malaysia, the Bepublic of
Korea, Thailand, and Japan. Most of these Cambodian migrants were offered employment in the
manufactunng sector, followed by domestic work and the agriculture sector mspectively. As of
2004, more Cambodian women were going abroad for work than men. '

Progress has been made n the country in such crosscutting arcas as gender and women's
empowerment. The “Gender-related Development Index™ (GDI) measures average achievements
in long and healthy life, knowledge and a decent standard of living, adjusted to account for
inequalities between men and women. Higher values indicate a better situation. Cambodia shows
only marginal improvement mn this regard over the period 2005-09, the most recent years for
which data is available, moving from 0.57 to .59, Nonetheless, m the latter year, the country
does not pedform poorly relative to the countries used for companson; Bangladesh carns a lower
score in that year at 0.54, Laos is only slightly higher at 0.61, and Thailand and YVietnam record
the strongest GO levels at 0.78 and 0.72 respectively.

The “Female Econormme Activity Index™ measures the share of women over the age of 15
who work m industry, agnculture or services as a percentage of men. The “Female Economic
Activity Index™ measures the share of women over the age of 15 who work in industry,
agriculture or services as a percentage of men. Between the years 2003-03, Cambodia showed a
decrease in the rate of women employed, reaching 74.4 per cent in the latter year. Monetheless, it
still reflects the highest rate in 2012, compared to Laos and YVietnam, the only two countries used
for comparison for which data 1= available. Data for this indicator has not been recorded for any
years followmg 2005, as the UNDP has introduced the GEM and GII as new and more thorough
indicators of national gender dynamics. The “Gender Empowerment Measure™ (GEM) is an index
measuring  gender mequality in economic  participation  and  decision-making, political
participation, and decision-making and power over sconomic resources. The lower the value, the
more heavily a society 1s penalized for having mequalities. Cambodia has consistently mproved
in this area, moving from 0.36 in 2005 to 0.43 in 2009, In the latter year, Bangladesh recorded the
lowest score of the countries compared at 0.26, while Thailand and Vietnam outperformed
Cambodia with scores of 0.51 and 0.55 respectively. The “Gender Inequality Index™ measures the
loss due to inequality in achievements in health, empowerment and the labour market. Values
range from 0, reflecting perfect equality, to 1, reflecting total inegquality. This indicator confirms
the patterm shown by the other indicators reflecting gender dynamics in Cambodia. Since 2005,
the country has improved from a level of 0,35 to 0.47 in 2012, This performance is outperformed
by Vietnam at 0.3 and Thailand at 0.36 in 2012, while Lacs performs similarly to Cambodia with
o score of 0,48, and Bangladesh performs the worst i that year with a score of 0.52. Women in
Cambodia are ovemrepresented among vulnerable workers due to persistent gender inegualitics
facing the country with regard to women’s access to decent work. Men's wages are consistently
higher and growing more rapidly than women's, while low wages ar higher for women than for
men. This is not only an indication of wage inequalitics, but also of the sectoral concentrations of
women in formal employment such as gamment manufacturing.'*
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The “Gender Equality Bating™ measures the extent to which a country has implemented
institutions and programmes to enforce laws and policies aimed at promoting equal access for
men and women to education, health, the economy, and legal protection. On a scale of | to &
where higher values signify greater equality, Cambodia performs comparatively well. In 2006 the
country moved from 3.5 to 4, and has since mamtained this scom. Between 2006-11, Cambodia
was outperformed by Vietnam, but consistently recorded better gender equality levels than those
in Lacs {no data 15 available for Bangladesh and Thailand), as well as average levels in the East
Azia and Pacific region and the world. Women are regarded as the backbone of the national
economy and society in Cambodia, and the Government has exerted efforts to promote the status
of women through the continued implementation of “Meary Rattanak”™ or “Women as Valuable
Gems”, with emphasis on gender equity n economic development. The BGC considers maternal
leave to be a vital social function. It clearly states in aticle 46-2 of the constitution that "4
woman shall not lose her job becanse of pegnancy. Woman shall have the right to take matemity
leave with full pay and with no loss of semiority or other social benefits™. """ This reflects a
commitment to ensuring not only gender equality in the workplace, but also gender equity, where
provisions are made for the specific needs of women in order to allow them the same formal
labour opportunities allotted to men. However, discriminatory practices are prevalent. For
example, female-headed households in the country have access to about 21 per cent less land than
male-headed households, In Lacs and Vietnam, they have 16 and 27 per cent less land
respectively. In the mountain-plateau zone of Cambodia, the average land size of female-headed
houscholds was up to 54 per cent smaller than in male-headed households, leading female-headed
houscholds producing up to § times less rice. ™"

¥ United Mations General Assembly. 2009,
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labour force is the sum of the numbsr of persons

employed and the number of umemployed. The
waorking-age population is the population abowe &
certain ags, prescribed for the measursment of
economic charecteristics,

Source; ILO KILM. =

Key Indicators
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Gender Inequality Index (G 2005 2010 2012
The Gender Ineguafly Index is a composite index | Cambodia 0.55 0.49 047
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3.4. Adequate social protection

Providing citizens with access to key services, such as quality health care, unemploy ment
benefits, maternity protection, and a basic pension, 15 key to mproving productivity. Protecting
workers' health and safety at the workplace 1= also vital for sustainable enterprise development
and productivity gains. Cambodia lags behind many countries in the region when it comes to
healthcare, nutrition, education, and social protection.™ Health care and rural sanitation services,
as well as the supply of clean water in miral areas, are below the country’s targets set in the
Millennium Development Goals.'™

Cambodia’s current social protection landscape consists of 1) a National Social Security
Fund for private sector employees, providing employment injury insurance; 1) the National
Social Security Fund for civil servants, providing pension benefits; m) vanous social health
protection programmes targeting the poor and those engaged in the informal economy, such as the
health equity funds and the community-based health insurance schemes; and iv) varous social
safety social assistance programmes targeting the poor and the vulnerable. These programmes are
all largely funded by donor support. In addition, the Government has instituted policies for

1% World Bank World Development Indicators.
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improving the occupational safety and health (O5SH) of its workems, mcluding HIV-in-the-
workplace policies and programmes, and the I:qv:urting of accidents and mjunes. The first OSH
Master Plan in Cambedia was lannched in 2009."" In spite of these protections however, to date
there is still no wide-reaching state adrmnistered soclal protection system in Cambodia, Civil
society has endeavoumd to provide social suppont mechanizms for the most vulnerable, and
development parners’ support of specific projects has also had positive impacts. Microfinance
institutions have also played an active mole in reducing or protecting against this vulnerability by
providing credit for increasing income caming opportunitics and savings services to build up
resources that can be drawn from in cases of emergencics.

Public Expenditure on Health
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Secondary information on social protection in Cambodia is Imited and partly missmg. No
data on “Coverage by Health Car” is available for Cambodia.’™ Cambodians generally pay for
healthcare out of their own pocket and do not benefit from pension. There is however, a
narrowing gap between the share financed by households and the share financed by the state.'™
Cambodia performs poody in the area of “Public Expenditure on Health™ as a percentage of
GDP. As of 2011, Cambodia performs the poorest of the group, at 1.28 per cent. Another
indicator of government commitment to social protection, the “General Government
Expenditure” includes all current government expenditures of goods and services (including
compensation of employees) as a percentage of GDP. It also mcludes most expenditue on
national defence and security, but exclodes government mmlitary expenditures that are part of
government capital formation. Cambodia reflects a lower rate of expenditures than Laos and
Wictnam, the only countries for which data 15 avalable, over the penod 2002-2010. In 2010,
Cambodia recorded a level of 6.3 per cent of GDP compared to 6.5 per cent n Vietnam and 9.5
per cent in Laos. In the same year the East Asia and Pacific average rate was as high as 17.3 per
cent and the world mean was 18,6 per cent.
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The limitations in terms of social protection and healthcare services leave poor people in
Cambodia dispropontionately valnerable to rsk, both in the form of natural disasters and more
regular occurrences of illness and accidents.™ Due to this lack of social protection, many
impovershed people cannot afford to be jobless for long, leading to ncreased participation in
unsafe vulnerable employment. This also leaves them highly vulnerable when shocks to their
income or circumstances occur.'™ Non-wage workers represent a high, though decliming,
proportion of those employed in mdustry and services, and for many of them, stability and
security at work is far from guaranteed. The garment sector, for example, has seen a rise in the
use of casual and probationary contracts. Furthermore, current statistics on mjuries o the
workplace indicate that a large number of people who experience injuries are women workers in
the garment industry.™ It is worth mentioning however, that the gamment sector to 9% consists
of female workers. Occupational injuries m Cambodia are on the fse, although better reporting
may also account for a proportion of this increase. Such njuries continue to affect more men than
women, although the proporton occumring among women has also increased norecent years.
Official data, however, is likely under-representative; as such data are limited geographically and
only reflect inspections carried out in enterprises covered by the labour lawe. '™

According to findings from the EESE survey of workers n Cambodia, health insurance for
employees 15 only provided in certain industries, including the gamment and footwear industroy and
the hotel, guesthouse and restavrant industry. Alternative protections exist however, were
workers m industries such as food and beverage producers and trade are provided with health
benchts, for example where employers pay for injury or other treatment related to workplace-
related incidents. The proportion of employess surveyed who have health insurance 15 only 11.7
per cent, though 60.7 per cent report having health benefits. When asked to describe the
adequateness of compensation for workplace-related injuries, employess were quite positive,
where 53.75 per cent responded that it 15 “completely adequate™, 13.75 per cent said “mostly
adequate™, 18.75 smd “somewhat adequate™, and only 7.5 per cent said it was “not at all”
adequate. Also positive, the majority of respondents (62 per cent) mported being aware of no
injuries in their workplace in the last 2 years, while 32 per cent msponded that there has been at
least one mjury in the last year, and 5 per cent did not know. Also interesting, the survey results
show that 98 per cent of CAMFEBA member enterprises contribute to the National Social
Security Fund (NSSF), compared to only 38 per cent of non-member enterprises, 79 per cent of
which are large. Of the enterprises surveyed, 60 per cent have experience using NSSF services,
and 37 per cent of host enterprises report that services are slow and require too much paperwork.
However, a notable proportion of 21 per cent descnbed MSSF services as quick and responzive to

CESCE.

Social protection in the country 1s low in part becanse full employment and social protection
go hand n hand, and since Cambodia has a low proportion of market-based jobs and severe
budget constraints, it has been difficult to embody such policies in the planning framework.
Cambodia needs an employment growth strategy for sostained reduction in poverty and a
stmuctural transformation in the economy. The RGC has indeed realized the need for such anm
employment strategy and the ILOD is currently offermg its support in developing a Mational
Employment Policy. As a result of measures already taken by the Cambodian Government to
improve social protection and healtheare, child mortality rates drop from 95 per L0000 in 2000 to
66 1n 2005, The under-five year mortality rate also declined during the same period, as did
maternal mortality rates, decreasing from 472 to 427 out of 100,000 births, Also notable, 1t was
reported that HIV prevalence at only 0.9 per cent 15 less than half of the 1.9 per cent assumed
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earher for 2005. It was also estimated that there have been a total of 8,745,641 clients of medical
consultation, and out of this number, 6,607,178 new cases of diseases were found. '™

Key Indicators
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4.  Political elements
Indicators assessing political elements of an enabling environment for sustainable
enterprises for 2011*
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Combodia has ssen the durability of itz paolitical
gystem improving as well as the development of
democratic instibations and practices over the last
decade. However, the existence of organized crime
makes extortion a serious problem for enterprises.
Corruption is the most hindering business constraint:
it i= estirnated that 10 per cent of GDP i anmually
lost toit. Despite steady improvements in public fi-
nancial management since 2002, about 30 per cent
of firms still believe that policymaking is controlled
by individuals with personal connections to leaders
in government. This is favoured by the fact that the
economy is cash-based, allowing greater possibility
for cormipt behaviour,

Concerning the capacity of providing good-gquality
public services as well as the degree of citizens’
participation in selecting their govemnment and
freedom of expression, Cambodia does not stand
olIt.

The vast majority of surveyed workers do not have
a contract or heve only a verbal agreement with the
employer. Momover, most of work contracts are
fixed term and are concentrated in the garment and
tourist sectors. However, surprisingly, the largest

proportion of employees prefer not to have a
contract or only a verbal agres ment.

Onwing to the ratification of the core [LO commentions
and a comprehens ive Labour Law, the mimber of un-
ions increased significantly. Monetheless, only 1 per
cent of total labour fome is organised into unicns or
associotions, with the most unionised sector being
the garment industry.

Dizspite the existence of a foram for public-private
sector dislogue and a tripartite labour regulation in-
stitution, which work faidy effectively, the lack of
communication between workers and management is
a considerable source of workplace disturbance. Az a
mesult, strikes are frequent.

Respect of human rights in Cambodia is brought
to public attention also by a number of MO0, and
the Government has mads efforts to reduce poverty.

Hiowerver, land property rights and homan trafficking
remain an issoe,

Gieneral working conditions have improved over the
last years and the Govemment is exploring and pilot-
ing social security sysbems in the country.



4.1. Peace and political stability

Despite recent political disruption and uncertainty since 2013, over the last decade,
Cambodia has in fact been experiencing increasing political stabality, especially owing to
incremental improvements in developing democratic institutions and practices.

Secondary data on "Political Stability and Absence of Viclence™ assesses countries” political
stability on a scale from -2.5 to 2.5 where higher values correspond to better performance.
Considering this indicator, Cambodia does not perform very well over time, remaiming at values
below 0 over the period 2006-11. Nonetheless, 1t has shown improvement since 2009, moving
from -0.7 in that year to -0.4 in 2011. Relative to the four countries vsed for comparson,
Cambodia falls somewhere in the middle. In 201 1, it far outperformed the scores for Thailand and
Bangladesh of -1 and -1.5 respectively, and underperformed Vietnam and Laos at 0.2 and 0

respectively.

In the country, moderate security rsks exist due to violent and organized crime, and
comuption 15 4 major problem. Viclent crime is a concern, particularly in the capital. In addition,
the existence of organised crime, with close links to the military and police, ensures that extortion
is a problem for businesses."™

Key Indicator

Political Stability and Absence of

Viol T i 2006 2007 2008 2008 2010 2011

The likelihood that the gowemnment will b= | Cambodia 0.4 0.4 0.4 -0.7 -0.6 -0.4

destabilized by unconstibtional or wviolent

means, including domestic vialence and Bangladesh 1.8 15 1.8 -1.6 -1.4 1.5

RN, Laos 01 02 00 01 02 00

Source: Workd Bank, Governance Matbers

database, Thailand -1 -1 -1.2 -1.3 -1.3 -1.0
WVietmam 0.4 0.2 0.2 0.3 1.1 0.2
Estimate of governance measured on a scale from approximately
-2.5to 2.5, Higher values correspond to better governance,

4.2. Good governance

Good  govemance, the absence of comuption, and  efficient  institutions  foster
entreprencurship and promote private sector growth and development. Cambodia s one of the
world's most open economics, sustaiming high levels of growth in an environment of relatively
weak govemance.'™ The World Economic Forum has noted cormption as the single most
problematic factor hindering doing business in Cambodia as of 2012, and according to estimates,

'™ Economist Intelligence Unit. 201 2b.
17" World Bank Governance Mattars databasa.

'™ Girishankar, N.; DeGroot, D.; Desai, R.; Stout, S.; and Wescott, C. 2011. Cambodia: Word Bank
Country-level Engagement on Governance and Anticomuption. Independent Evaluation Group Working
Paper 201 1/6. World Bank. Accessad 11 June 2013,




10 per cent of Cambodia’s annual GDP is lost to cormption.’™ Furthermore, public officials
recelve low wages, lack accountability and subsequently, regularly demand bribes for basic
services, causing major impediments to the efficient operations of businesses.'™ Additicnally,
findings from the Cambodia EESE survey reveal that employers most often perocive comuption o
be the greatest challenge facing the economy.

Cambodia has sought to address human and social capital deficits across sectors, weaknesses
in public finance, and comuption. A recent Public Expenditure and Financial Accountability
assessment found steady improvement in the country sinee 2002, yet public financial
management rmmains a work In progress. Shortcomings exist in the following arsas: (1) relatively
high levels of budget vanance; (1) poor reporting of sub-national expenditures; (1) sizeable tax
arrears; (1v) weaknesses in report consolidation, payroll audits, mtemal aodit (lack of a systematic
approach), and timely reconciliation and clearance of suspense accounts; (v) incomplete budget
settlement report submitted to the Mational Assembly; (vi1) no national or international accounting
stendards in use; and (v} a fallore to publish most audit reports. A key accountability institution
iz the Mational Audit Authority (WAA)Y, which has been responsible for external audits since
2002, The MAA has built some of the basic elements of a functioning supreme audit institution
over a short period of time. Monetheless, the perentage of sales that firms report paying as bribes
increased from 5.2 per cent in 2003 to 8.7 per cent in 2008, The more recent Investment Climate
Assessment report notes that, in addition to bribe-taking for services, in regulatory actions and in
cours, approximately 30 per cent of firms believe that policymaking is controlled by individuals
with personal connections to leaders in govemment."™

The country mflects a cash-based economy where most business transactions are made in
cash. This allows greater possibility for cormupt behavioor. Bribes are typically paid to secure
efficiency of services, though a main reason many small companies pay bribes is to mamtain
good relations with local officials. This indicates that the gift-giving tradition to honour and
strengthen relationships still has an impact on business conduct in the country.”™

Control of Corruption
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'™ Business Anti-Cormuption Portal. {undated). Spapshot of the Cambodia Country Profile. Accessed 11
June 2003 Eoonomist Intelligence Unit. 2012b.

'™ Economist Intelligence Unit. 201 2b.
\™ Girishankar, M.; DeGroot, D.; Desai, B.; Stout, 5.; and Waescott, C. 2011.
'™ Business Anti-Corruption Portal. (undated).




“Control of Cormption” measures the extent to which public power 15 exercized for povate
gain and the extent to which the state is captured by elites and private interests. On a scale from
-2.5 to 2.5 where higher values reflect better performance, over the period 2006-11 Cambodia
maintained notably low levels, consistently below -1, In 2011, the country recorded a level of -
1.1, thus underpedorming all other countries used for comparison in that year. Bangladesh
recorded the next lowest value at -1 and Thailand recorded the highest at 0,37,

In Cambodia, cormption is the main obstacle for domng business. Forelgn investors do not
suffer serious discrimination, but the legal system is not a reliable enforcer of laws and
regulations.'™ The “Cormption Perceptions Index™ measures the perceived levels of public sector
comuption as scen by business people and country analysis n a country. On a scale from 0
(“highly cormupt™) to 10 (“highly clean™), Cambodia has improved somewhat moving from 1.8 in
2008 to 2.2 in 2012, This 15 still low however, relative to the countries used for companson,
where only Laos recorded a lower score in 2012 at 2.1, and Thailand recorded the highest of the

group at 3.7,

Actions taken internally by companies to reduce the effect of
corrupt and unethical practices, by industry
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The EESE survey reveals that, when faced with cormupt and unethical practices in the
regulatory and legal environment, the most frequent course of action by firms is to take no action
(32.7 per cent). This 15 more common among firms operating n the gament and footwear sector,
which were the most likely to take no action. This 15 also more common among small firms,
where 38.5 per cent responded in this way, compared to 27 per cent of large firms. Rather, large
firms are the most likely to create codes of conduct or specify company policies, where 20,3 per
cent listed this solution. Among CAMFEBA members, 63,93 per cent reported creating codes of
conduct or specifying company policies to reduce the effect of cormupt and unethical practices
internally, while non-member enterprises most often reported taking no action to reduce the effect
of such practices (37.41 per cent). When asked about the impact on enterprises of not paymg

facilitation fees, the majority of firms (37.5 per cent) reported never having such an expenence,
and 11.8 per cent did not know. Issues noted by those that had experience with this inclode:

' OECD. 2012.




service provided with significant delays (9.6 per cent); service not provided (9.3 per cent); service
provided with some delays (2.9 per cent); service prnnd:d. with no delay (3.9 per cent); and 2.9
per cent responded “other”. Particularly concerning is the fact that, when asked whether
employers are aware that many ministries publicly publish their official service fees, only 28.7
per cent esponded positively, while the remaining 71.3 per cent was unawamr of this service.

In 2007, Cambodia acceded the United Mations Convention against Cormaption, and the
Anu-Cnrrupu-:-n Action Plan for Asia and the Pacific was endorsed in 2003."* While cormption
remains a major challenge progress is being made, The Cambodian Anti-Cormruption Law came
into force in 2012,

It 15 too early to judge the impact that this long awaited legislation will have. For sure there
ar lacuna that need to be addressed such as the absence of effective protection of “Whistle-

blowers". The structures to report comuptive practices are also imperfect but efforts are underway
to improve the implementation of the legislation. CAMFEBA has been to the fore in these efforts

and there are some definitive signs of progress. A senior provincial official was the first person
convicted under the Law and received a sentence of 19 years in prison.'™
Government Effectiveness
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“Government Effectivencss" measures the quality of public services, the capacity of the civil
service and 1ts independence from political pressures, the quality of policy formolation and
implementation, and the credibility of the Government’s commitment to such policies. In a range
of valoes from -2.5 to 2.5 with higher values indicating better performance, Cambodia maintains
values below 0 over the period 2006-11. Bangladesh and Laos recorded lower scores in 2011 at
-0.85 and 40.91 respectively, while Thailand registered the highest score of the group at 0.1, Itis
alzo to be noted that, while conditions n the other countries worsened in this regard over the
period 2007-11, the sivation in Cambodia was the only one to have mproved. "Voice and
Accountability” measures the extent to which citizens participate in selecting their govemment,
as well as freedom of expression, freedom of association and a free media. In this regard as well,
Cambodia maintains levels below 0 over the period 2006-11 on a scale from -2.5 to 2.5 with

\% OBCD. 2003. A
Accesmsad on 3 June 2003,

™ State prosecutor Pong Chan Soyuthearn said Tob Chan Sereivuth, a former prosecutor in Pursat
prowvince, was convicted of extortion and accepting bribes to release imber smugglers, Wall Sreet Joumal.
mll.




higher values indicating better governance. In 2011, Laos and Vietnam recorded lower scores
than Cambodia, while Bangladesh registered the highest scom of the group at -0.31, stll well
below (.

The Cambodia EESE survey asked business representatives to provide recommendations for
business associations with regard to tackling the challenges snd negative consequences of
cormuption n the business environment. Though the response rate for this question was low, 27
employers recommended advocating for wider publishing of public service fees and wadely
dissermnating this information to businesses, 12 recommended actively working with the Anti-
Comuption Unit, and 2 recommended creating a code of conduct and specifying policies for

COMPANIES.
Key Indicators
Control of Comuption 2006 2007 2008 2008 22010 2011
The exient to which public power is | Cambodia -1.23 1@ 120 a4 -2 1.0
ercised for prvate gain, including both
pelly and grand Fomme of comuplion, 2 | Bangisdesh 142 106 0 00 100 100
wiell 35 “capture” of the state by elites and i _ . _ B .
e Laos 1.3 1.28 1.4 112 102 -1.06
m Wiorld EEHH.. Govsmancs Maters TI'IE-IE'I:' -ﬂ.EE -ﬂ.'.'ﬂ -“n.‘-E -5.31 -ﬂ'..?-ll -H.ET
Tl
ratabess Vietnam 074 058 -068 044 050 059
Estimats of governance measured on & scale from approximately - 2.5 ta
2.5. Higher values correspond to better govemance,
Comuption Perceptions Index (CPQ) 2006 2007 2008 2008 2010 2011 2012
The Trarsparency Inter-national CPl| Cambodia 2.1 20 1.8 2.0 2.1 21 2.2
measures the perceived levels of public
sector corruption as seen by business Bangladesh 20 20 i 24 24 2.1 2.6
people and country analysts in a given | | o 28 10 2.0 2.0 921 2.9 29
country and iz & composite index,
drawing on different expert and business | Thailand 3.6 1.3 - 3.4 A5 3.4 a7

SUMNVEyS,
s T Intermational,™ Vietnam 2.6 25 2.7 2.1 2.7 249 a1
“In 2012, Trarsparency Intemational changed | The scores ars on a scale fom O (highly corrupt) to 10 (highly clean).

the CPlI =scale from 00 o D00 In the
Interest of comparnson, the numbers. reflacted

hems for 2012 are thus altered, whers the
original scare given ks divided by 10.

Govermnment Effectivenass 2006 2007 2008 2009 2010 2011
The quality of public services, the capacity | Cambodia 006 086 -095 080 -082 -D75
mﬂm Qﬁ*gﬁgﬁ;;"ﬁ Bangladesh 076 068 -070 -0.88 -0.84 -0.86
Eﬁﬁrﬂm ;“'mei"‘g 'E'“E"“ﬁml.- Laos 098 087 -087 -1.02 -094 091
commatment io such polices. Thailand 030 036 025 017 008 010

Vietnam 017 019 -017 020 031 028

SOoUrce: '_Ill:l'._lnrll:l Bank, Govemancs Matsrs
databass. Estimats of governance measwred on a scale from approximately - 2.5 to
2.5. Higher values correspond to better govemance,




Voice and Accountability 2006 2007 2008 2008 2000 20N
The extent to which a country's citzens | Cambodia 082 082 089 080 0092 -0
e b { : ; :

ey o el N A gl 047 053 -045 020 -027 -031

expression, freedom of association | | goe _ - o o B 5

e R 168 -1&86 -185 165 -163 60

T8

ratabese. Vietnam A4 152 1480 VA6 147 148
Estimate of gowarnancs measured on & scals from approzimately -2.5 ta
2.5. Higher values comespond to better govemance,

Crther Useful Indicators

Poditical Rights Imdex 2006 2007 203 2008 2010 2011 2012

The Political Rights Index measures the | Cambodia G0 6.0 B0 B.0 6.0 6.0 6.0
degres of freedom in the electoral process,
political FI|IJIH|i5I'I:1 and participation, Bangladesh 4.0 5.0 4.0 3.0 2.0 3.0 2.0

and functicning of govemment. Laos 70 0 10 10 1@ 10 10

Source: Fresdom Houss, The Fresdom n | Thailand 1.0 6.0 B0 B0 &0 4.0 4.0
T
the World Sunvey. Vietnam 1.0 10 1.0 7.0 1.0 1.0 1.0

Fresdom House rates political rights on a scale of 1to 7, with 1
representing the most free and 7 representing the least free,

Civil Liberties Imdex 2006 2007 208 2008 2010 2011 2012
The Ch Liberies index measures freedom | Cambodia B0 50 B0 B0 5.0 B0 g0
of expression, assembly, association,
and religion. Bangladesh 4.0 4.0 4.0 4.0 4.0 4.0 4.0
SoUrce; FmadnmIHLm.m, The Freedom in | Laos B0 ] B.0 6.0 &.0 6.0 &.0
thie Wiord Survey.
Thailand 4.0 40 4.0 4.0 4.0 4.0 4.0
Wistmizm B0 50 B0 B0 L0 B0 L0

Fresdom Houzs rates civil liberties on a scale of 1to 7, with 1 representing
the most fres and 7 repressnting the lsast fres.

4.3. Social dialogue

Social dialogue with freedom of association and the nght to collective bargaming s
fundamental for the achievement of effective, equitable and mutually beneficial outcomes for ILO
constitnents and society at large. In Cambodia, unionization rates are guite low'™; only an
estimated | per cent of the total workforce 1s organised nto unions or asscciations. The union
movement 18 quite young as well, and a culture of bargaining in tripartite and bipartite levels 1s
only emerging. The vast majority of those registered in unions work in the garment industry,
where the unionization rate is at about 60 per cent.”™ Thus, n spite of a low total unionization
rate in Cambodia, the large and extremely influential gament mdustry boasts powerful vmons
with high membership rates.

‘¥ Eronomist Intelligence Unit. 201 2b.
' Muon, V. and Semano, M. 2010,




As of December 2013, there were 12 Confederations, 80 Federations and 3004 local Trade
Unions active n the garment and footwear industry.'™ In 2010, the garment sector boasted a
unicnization rate of around 60 per cent, with a workforce of approximately 300,000 people, @0
per cent of which was female. This sector has the highest unlon density rate among all industries
in any country in Asia. In 2010, the mbber and tobacco industry also reflected a high unionization
rate at 25 per cent of over 309,000 workers, and 30 per cent of the tuktuk transport sector was
unicnized, though this sector only represents a workforce of approximately 10,000 people. Eates
for other sectors were relatively low. In the construction sector, the rate was around 3 per cent of
over 100,000 workers in purely construction-based activities, and less than 3 per cent if compared
to the over 200,000 person workforce of allied workers in the construction and building products
and materials industry. The unionization rate was 5 per cent of 20,000 workers in both the civil
service and beer promotion sectors, and in the tounsm sector it was only 0.06 per cent of over
666,600 employees. Begarding unions per enterprise, on average, there are about four unions per
enterprise, and the highest number of unions noted was six. The most frequently cited reasons for
joining a trade umion n Cambodia as stated by employess include: (a) the benefits denved from
union membership; (bB) improvement in working conditions; (o) enhanced job secority; and (d)
belief in the principles and objectives of unionism. '®

There were 80 strikes n Cambodia in 2001, accounting for 136 days of lost work across
industrics. Just prior to the global fmancial crisis, over the period 200506-2007/08, strikes
increased by about 30 per cent and beteeen 200509, there were 395 strikes in the garment
industry alome, In 2009 however, there was a sharp decrease of 45 per cent in the number of
strikes m the country. This 15 due largely to the fact that following the crisis at the end of 2008,
the severe impact this had on the Cambodian garment sector created concern among employees
over lower market demands and the unceram futum of the garment industry, which in tum,
deterred striking.'™ The EESE survey findings show that in 2012, six of the surveyed garment
and footwear factories had 1-2 strikes each, lasting for an average of six days. The motivation for
the strikes, according to EESE survey respondents, was a lack of communication with
management andfor political and conflicting agendas of unions. In all cases, extemal parties were
involved in resolving the strokes, including the Mmistry of Labour, Police, Chamber of
Commerce, and the Labour Arbitration. OFf the six strikes, all involved the Ministry of Labour and
Vocational Traming, 3 of which wem ultiimately effective; 2 stnkes involved the police, 1
involved the Chamber of Commerce, and 2 involved the Arbitration Council, all of which were
deemed effective by respondents. According to employer responses i the EESE survey, a
significant amount of effort from different parties 1s needed to resolve strikes, and 0 all strike
cazes recorded in the EESE survey, no pre-strike procedures were followed, though the law
requires this. Conversely, the vast majority of surveyed workers (91 per cent) reported having no
expericnce with strikes, and of the remaining 9 per cent, 5 per cent reported having strikes in their
place of employment and 4 per cent did not know.

Public-private sector dialogue exists in Cambodia and 15 facilitated largely by the
Government Private Sector Forum (G-PSF), which holds mestings twice a year. Meectings are
chaired by the Prime Minister, they are formal Cabinet meetings, and decisions made in the
Forum are binding. To ensure wide public exposure, the Forum is broadcast live on television and
radio. The tripartite labour regulation institution, LACILS, has representatives from relevant
ministries, trade unions and employers. LAC meets twice a year to study, consult and respond to
izsues related to labour, employment, wages (ncluding minimum wage formulation), vocational
training, migration, improvement of material and moral conditions of workers, and cccupational
safety and health (OSH).

'™ Ministry of Labour and Vocational Training Statistics 2014,
LE¥ Ihid.
" Ihid.




Begarding dispute resolution mn Cambodia, the Arbitration Council (AC) is a trparite
structure with an equal number of representatives for workers, employers and the govemment.
The AC is both highly regarded and effective. Reportedly, decisions take only two weeks from
the time a case is submitted.

Although collective bargaining coverage rates are not available, the number of collective
bargaining agreements signed stood at about 246 as of 2010,

Workers employed in firms with unions or employee representatives
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EESE survey findings suppont the fact that the sector with the most worker representation is
the garment sector, where 71 per cent of surveyed employees in that sector are represented by a
union or employee representative. The category of “other” sectors, includmg manufacturing,
reflects the second highest mpmrsentation rate, at only 13 per cent, themby reiterating the
comparatively large difference between the garment industry and all others in this regard. OfF all
workers surveyed, 91 per cent report having no representation or that no representation 1s
available n their enterprise, compared to just 9 per cent who do have representation, either
through a union or an employee representative body. Considering worker satisfaction with their
union or representative, 91 per cent of employees reported not being members or having
representation, and among the 8 per cent with representation, 2 per cent report always being
satisfied, 4 per cent were often satisfied, 2 per cent rarely, and none were never satisfied. When
asked whether wages or salary are negotiated through unions or employes mpresentatives, 41 per
cent of employees msponded positively, 26 per cent sald no, and 33 per cent did not know.
Attitudes towards the state of social dialogue in the country did not vary significantly between
workers and employers. As far as recommended improvements in this regard, surveyed
employers most commonly recommended “open discussions and finding solutions through
regular meetings", and “clear message, effective communication and good relationship with
employess” to improve workplace relations and promote better management and employes
dialogue. Other recommendations given, in order of popularity, inclode: “provide appropriate
beneftsicompensations to the employess™; “motivate and pay more attention to employes needs™;

! Ministry of Labour and Vocational Training Statistics 2014,




“create entetanment events for employees™; “elimmate discrimination between employer and
employees™; and “have rules and regulations in place to meet the Labour Law”. Attitudes do not
vary widely between large and small firm employers i this regard.

Employer attitudes toward social dialogue, by firm size
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Worker responses are generally similar to those of employers, when: 32 per cent of workers
agreed that poor communication and cultural misunderstandings between foreign managers and
workers often lead to workplace disputes and strikes, and 74 per cent agree that a lack of
communication between workers and management 1= a significant cause of workplace
disturbance. According to the surveyed workers, 43 per cent report that they are never consulted
by management when important changes are made that mght affect them. This 1= most true
among employess o the agro-processing (7008 per cent), garment and footwear (61.8), and
construction sectors (3.3 per cent). It is notable that the parment sector, where the most unlon
collaboration and activities ar, has one of the lowest rates of consultation according to the survey
respondents from this sector.

The majority of EESE surveyed employees do not have a work contract, or they have only a
verbal agreement with their employer (72.73 per cent), compared to 18.7 per cent that have fixed
term contracts, 7.8 per cent with non-fixed term contracts, and 0.8 per cent who do not know.,
Employees with fixed term contracts are found more often in the garment and footwear (38,8 per
cent) and hotel, guesthouse and restaprant (47.7 per cent) mdostries. In the agro-processing
sector, all workers report having no contract, and the pementages are similarly high in the food
and beverage producers (948 per cent). construction (915 per cent), and trade (90.6 per cent)
industries. Particularly concerning 15 the fact that, when asked about the advantages of fixed term
contracts, 71.6 per cent of workers did not know. Likely as a result of this general lack of
contracts, 30 per cent of employees surveyed have worked for their cumrent employer for less than
| year and the preferred contract of the largest proportion of employees (35 per cent) was
surprisingly. to have either a verbal agreement or no contract. Only 24.9 per cent of employees




preferred fixed term contracts, 20.2 per cent did not know, and 19,5 per cent prefemred non-fixed
term contracts. In the garment and footwear industry, the majority (64.7 per cent) preferred fixed
term contracts, while m the trade, food and beverage, and agro-processing sectors, most
employeess reponed werbal agreements or no contracts being preferred. When asked what their
main concern 15 m terms of job security, nearly half (48,25 per cent) of all employees reported
having no worry in this regard. Risk of work-related injury was a concem for 14.8 per cent, less
business for the company was a concern for 12,45 percent, and 17.12 per cent responded “other™.
Mon-renewal of fixed-term contracts was a concem for only 0.78 per cent, and conflict situations
between workers and management was a concern for just 3.11 percent.

Secondary data on social dialogue in the country is scarce and there is no complete data on
“Enterprizes Belonging to Employers” Organizations Eate” or "Collective Wage Bargaining
Coverage Rate™ '™ “Coopenation in Labour-Employer Relations" determines whether labour-
employer relations ar confrontational or cooperative on a scale from | to 7 with higher values
indicating more cooperation. Cambodia has registered consistent improvement o this regard,
moving from 3.82 im 2008-09, to 4.25 mm 2012-13. Comparatively however, it maintains the
second lowest level of the countries compared in the latter period, ahead of Bangladesh at 4.2,

Cooperation in Labour-Employer Relations
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As noted above, matification of the com ILD conventions and the comprehensive Labour
Law have allowed unions to be estabhished quite easily in Cambodia, giving substantial space to
union leaders and workers to form unions for whatever motivation. &= a result, the number of

unicns has mereased remarkably in the garment sector, a]th-:-ugh only a very small percentage of
workers (1 per cent of total labour force) are organised into unions or associations.

A Memorandum of Undemstanding on Improving Industnal Relations in the Garment

Industry IL]'-'[-:-U_:I signed in September 2010 between the Garments Manufactures Association and
a number of unions which was renewed m 2013 and while welcome, needs rigorous and actual

implementation. In the MOU, both sides agreed to use the AC" s binding arbitration procedures on
disputes ower nghts, violations of the law, and existing collective bargaiming agreements.

"2 The “Enterprises Belonging to Employers’ Organizations Rate™ measures the number of enterprises
which are members of employers” organizations. The “Collective Wage Bargaining Coverage Rate™
measures the number of employers who belong to an employers” crganization.




In the EESE survey, respondents were asked to give recommendations for improving social
dialogue n the country. Employers were most likely to mecommend “open discussions and
finding solutions through regular meeting=" as the best method for improving workplace mlations
and better management and employes dialogoe, followed by “clear message, effective
communication and good relationship with employess”. Howewver, only a lmited number of
employers responded to this question, which may be depictive of the lack of adequate experience
with social dialogue in the country. The recommended action which was least popular among
employers in the survey was to “have mles and regulations n place to meet the labour law™,
which is interesting considering that unions have in recent years become highly reliant on Labour
Law provisions to support their labour disputes.

Related Indicators

Cooperation in Labour-Employer 200808 2000010 200011 201142 200213

Relations

The World Economic Forum (WEF) | Cambodia a.a2 345 418 4.24 4.25
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4.4. Respect for universal human rights and international labour standards

Bespect for humean rights and international labour standards is a distinctive feature of
societies that have successfully mtegrated sustainability and decent work. Cambodia has adopted
8 of the 9 mamn human rights conventions, but has not yet ratified the Intemational Convention for
the Protection of All Persons from Enforced Disappearance. Bangladesh, Laos and Thailand have
also adopted 8 of the 9 main human rights conventions, while Vietnam has ratified only 6.'"™

Of the five countries used for comparison, Cambodia is the only one to have ratified all eight
LD core conventions on freedom of association and collective bargaining, and the abolition of
child labour, forced labour and all forms of discrimmation. Efforts continue to tackle Child
Labour and industry associations including CAMFEBA have been to the fore n these efforts.

Property rights are a concern. Approximately 90 per cent of the Cambodian population does
not hold title deeds to the land they live and work on. Cambodia has nearly 2,000 local and
intemational MG0s which are carrying out their operations in many fields and sectors; 60 of
which are performing in Homan Eights fields. 23 NGOs have formed a common association, the
Cambodian Human Rights Action Committes, whose role is to promote and protect human rights

¥ World Economic Forum Global Competitiveness report.

"™ These are the Intemational Convention on the Elimination of All Forms of Racial Discrimination, the
Intematicnal Covenant on Civil and Political Rights, the Intemational Covenant on Economic, Social and
Cultural Right=s, the Convention on the Elimination of All Forms of Discrimination against Women, the
Convention against Torture and Other Cruel, Imbuman or Degrading Treatrment or Punishment. the
Convention on the Rights of the Child, the Intermational Convention on the Protection of the Rights of All
Migrant Workers and Members of Their Families, the International Convention for the Protection of All
Persons from Enforced Disappearance, and the Comvention on the Rights of Persons with Disabilities.




in the arcas of education, dissemination, and training for armed forces, Cambodia places special
emphasis on poverty reduction as a major focus arca for promoting and protecting human nghts.
The Government has thus made steady progress in ensuring that the macro-economic climate also
supports poverty reduction.'™

Human trafficking is another relevant homan rights issue in the country, where Cambodia is
a known destination and ongin country for the trafficking of women and girls for prostitution.

Wages are set by market fomes, except for civil servants, for whom wages are set by the
Government.

The Labour Law states that the standard working hours are eight hours per day, 48 hours per
week, and the working week must melude a period of 24 consecutive hours of time-off. In
practice, these provisions are often not complied with as workers tend to work more hours as
much as possible to earn additional mcome. Factories that limit the amount of overtime allowed
thus tend to lose workers,"™

Cambodia has improved in recent years in regards to the general working conditions,
especially in the apparel industry, leading reputation sensitive buyers, to resume sourcing from
the country. The Better Factones Cambodia (BFC) programme: of the ILOVIFC (World Bank) to
improve working conditions in export-oriented appare] factories, has been in operation since 201 1
and combines monitoring, remediation and trainmng. It 15 a compulsory programme for all garment
exporters and has facilitated global recognition of the good working conditions provided by the
gament and footwear industry.

Efforts have also been made by the Govemment to improve the working standards i the
country. For example, the Ministry of Labour and Vocational Training has conducted 3,133
inspections, in which 927 business establishments were in violation of the provisions of the
Labour Law and received a waming. However, only 12 were fined. The Ministry also conducted
1,338 inspections of hygiene and O5H conditions in 386 business establishments. The Ministry
has removed 8,221 children who wers engaged in hazardous types of work, and prevented 10,093
children from working on these types of jobs. The Mmistry also introduced the labour nsk
insurance that is now providing insurance to about 400,000 workersfemployees working for all
types of business establishments and will expand the coverage of this scheme to the whole
country. The application of a social security system for workersfemployees in the private sectoris
a new turning point in history of Cambodia’s social security system.'™

1% Freadom House. 2002.
' Muon, ¥ and Serrano, M. 2010.

7 Royal Govemment of Cambodia. 2013, Mational Straegic Development Plan (NSDF) 2014-2018.
Ministry of Planning, April. Accessed 12 June 2013,




Key Indicators

Ratification of Human Rights Conventions As of 2T August 2012
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Environmental elements

Indicators assessing environmental elements of an enabling environment for sustainable
enterprises (2005)*
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Cambodia is well endowed with natural resources,
but is also considersd one of the most vulnerable
countries in the region to climate change effects. es-
pecially when they affect agriculture,

Secondary data show that Cambodia is improving its
environment stewardship.

Motwithstanding the Constitution requires the Gon-
ermment to sustainably manage all nobural resources,
concessions to privabe companies increased in 2009,

thus limiting local population’s access and causing
food security issues.

Water is unmegulated, resulting in an overnbundance
in the wet season and a shortage during the dry sea-
son. FPurthermore, destructive fishing practices are
widely used, though local communities are active in
responding to this.

Cambodia has one of the highest percentages of fior-
est area in the region, which significantly confributes
to the income of the naral population. How ever, due
to the lack of implementation of existing laws and
policies, deforestation represents a serious threat.

CO2 emizsions per capita ore not high, though in-
Creasing.



5.1. Responsible stewardship of the environment

In the absence of approprate regulations and meentives, markets can lead to undesirable
environmental outcomes. The development of sustamable enterprises and the protection of the
environment require sustainable production and consumption patterns. Environmental protection
iz a controversial issue in Cambodia, especially in regards to environmental degradation that is
economically profitable.®™ Cambodia is well endowed with natural resources, including forests,
inland and coastal fisheries, and a wide diversity of agricultural zones suited to a moge of crops
and livestock.®™ In addition to economically profitsble degradation, the country is also regarded
as one of the most vulnerable in the region to the effects of climate change, especially with regard

to the high dependence on agriculture *™

The Cambodian Constitution provides that it is the msponsibility of the state to protect the
environment, maintain balance in the ecosystem, and efficiently and sustainably manage the
lands, water, air, mines, forests, fisheries, and wildlife. In addition, it is crucial that the
Government expressly take into account the traditional right of access to these resources by
pesons and groups in proximmty for ther sobsistence. Monetheless, concessions to private
enterprises increased in 2009, thereby limiting the local population’s access to natural resources.
Thiz has lead to serious impacts on food security among vulnerable populations, where
subzistence 15 often based on availability of natural resources. Comuption and impunity are
widely present in environmental legal processes and in how lands ar allotted. leading to serious
concems regarding the management of natural resources by the Government.”™

Secondary data reflects Improvements n regards to Cambodia’s environmental stewardship.
The “Environmental Sustamability Index™ benchmarks the ability of nations to protect the
environment over the next several decades, Higher values indicate better performance. During the
penod 200205, Cambodia improved mn this area, moving from 435.6 to 50.1. In 2005, the last year
for which data is available, Cambodia outpedformed Bangladesh (44,13, Vietnam (42.3) and
Thailand (49.8), and mecorded a slightly lower scome than the top performer, Laos, which earned a
value of 532.4 in the same year.

0 pmnesty International. 201 2.

¥ pAD. 2012,

X% UNEP. (undated). Environment and Energy. UNEP Cambodia. Accessed 20 June 2013,
2 United Mations Committee on Economic, Social and Cultural Rights. 2009
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Comsidering “Total Ecological Footprint”, where lower values indicate better peformance,
Cambodia’s economic development comes at the cost of environmental sustainability, moving
from 0.94 to 1.19 between 2005 and 2008, Of the compared countries, data for this mdicator is
only avallable for Laos and Vietnam, both of which meorded higher scores and thus, wome
conditions than those in Cambodia. Moreover, in 2008, while Cambodia recorded a level of 1.19,
the world mean for that year was much higher, at 2.7. The “Environmental Performance Index”™
ranks 149 countries based on 25 indicators. The higher the score, the better the environmental
performance of the country. Cambodia has consistently registersd increasing scoms over the
period 2006-10, reaching 553 m the latter year. This is higher than the scores recorded for
Bangladesh (42.6) and Vietnam (50.6), while Thailand performed the best of the countnes
compared in that year, reaching 80, Mo data 15 available for Laos.

Water quality and availability of fish are important environmental 1ssues in Cambodia where
much of the population gain their ivelihood from these resources. Cambodia is centred on Tonle
Sap Lake which expands considerably in size each year during the rainy season. The Tonle Sap
and the Mekong river systems provide important sources of water for dry season cultivation and
for inland fisheries™ Among GMS countdes, Cambodia has the lowest overall percentage of
access to safe drinking water. In addition, water 15 unregulated, creating a situation where there is
an overabundance of water during the wet season and a shortage for agriculture o the dry
season.”™ Fish account for three quarters of the animal protein ntake of Cambodia’s 13 million
person population and inland fisheries are essential for local livelihoods. Fish production has
increased in recent years, largely due to greater production by small-scale and rice-field fisheries.
At Tonle Sap Lake, production has not changed significantly in volume, but there 15 evidence of
changes in the composition of the catch towards smaller sized fish, raising concerns about
sustainability.*™ Destructive fishing practices are widely used throughout Cambodia, but local
communitics are active in responding to this. Policy demands include support for community-
based fisheries and reduction of commercial fishmg lots in favour of community-based

X pAD, 2012,

i1 Ministry of Environment. 2009, Cambodia Environment Outlook. Roval Govemment of Cambodia;
UMEP. Accessad 20 June 2013.

26 BAOC. 2012,




management. However, policy changes are too recent to say whether this has resulted in more
sustainable management of the fish resoumce.™
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The percentage of forest area in Cambodia is quite high. Of the countries compared, only
Laos records higher percentages over the period 2005-11, and both the world means and the East
Asia and Pacific region averages over the same period are substantially lower, In 2011, 56,46 per
cent of the total land was forested m Cambodia, down from 60,79 per cent in 2003, In the same
year, 67.91 per cent was forested in Lacs, 4496 m Vietnam, 37.16 m Thailand. and 11.06 in
Bangladesh. The world mean was only 3102 per cent and the average for the East Asia and
Pacific region was even lower at 27.19, nearly half the percentage for Cambodia in that year.
Forest resources in Cambodia contnbute about 30-40 per cent of the rural population’s total
houschold income.™ For this reasom, proper forest management can contribute to poverty
reduction and help the Government achieve one of the man Cambodia Millennium Development
Goals to maintain 60 per cent of forest cover.™ Maodels for sustainable forest management. such
as a supportive legal famework for community-based forest management, technologies that
reduce demand for fuel wood, and productive use of forest resoumces throngh micro-enterprises,
will be piloted in the Morthern Plains in support of the 20-year National Forestry Programme.™™
The Government 15 aiming to establish 2 mmllion hectares of commumnity forestry sites throughout
the country by 2020, Cumently there are 430 community forestry sites covering some 400,000
hectares of forest aras, abont one-fifths of the overall target.™"

In spite of efforts by the Government to preserve Cambodia’s vast forests, the country has
been classified as a “high forest cover, high deforestation” country. Deforestation in Cambodia is
caused by the rapid pace of development, including large-scale agro-industrial development, and
a lack of effective implementation of existing laws and policies for forest and forest resources

7 Ministry of Environment. 2009,
% UNEP. {undated).

X UNDP. 201 1. UNDP-GEF joint project helps Cambodia sve forests. Press Release, 31 May. Accessad
A0 June 2013,

0 UNEP. (undated).
U yNDP. 2011.




management.”” Forests in the country are facing constant threat from logging, fuel wood
dependency and lack of alternative energy sources, clearance for agriculture, weak fomst sector
govemance, and economic and social land concessions. ™

COF emissions in metdc tonnes per capita ar not high m Cambodia, though they have
gencrally increased since 2002 from 0.22 metric tonnes per capita to 0.33 10 2009, In 2009, only
Laos recorded a lower emissioms level than Cambodia at 0.3 metnc tonnes per capita, and
Bangladesh was only marginally higher at 0.35. Conversely, Vietnam recorded a rate of 163 and
Thailand was much higher at 395 n the same year. Moreover, the world mean for 2009 was as
high as 4.7 and the average 007 emissions level per capita in East Asia and the Pacific was 5.17.

Cambodia has the necessary suite of laws and regulations for environmental management.
However, improved mstitutional coordination with other development ministries and availabality
of better technical and financial resoumes is required to strengthen the institutional framework for
environmental management i Cambodia ™™

Key Indicators
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Crther Useful Indicators
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6. Assessment results and ways forward

The EESE exercise comes timely to the process of the broader Mational Employment Policy
development also supported by the Intemational Labour Crganization. Twao of the prionty toplcs
of the EESE work (skills and industrial relations) mlate to topics within the broader on-going
Mational Employment Policy (MEP) process. Within the MEP process four priorties have been
identified and studies have been commissioned, namely miral employment, macroeconomic
policy and its impact on the labour mardket, labour migration and skills gaps.

These studies informed the EESE report. CAMFEBA, as national employer organization,
will have to have clear positions on issues such as the dollarization of the economy, weighing the
possible positive effect of dollanzation on investments wis-a-vis the vulnerability of the
macroeconomic framework due to dollarzation and the limited control the Mational Bank of
Cambodia has over the money supply. In line with the broader Cambodian Mational Employment
Policy Development exercise, there 152 4 need for a) more public mvestments, b) boosting
domestic investments (through entreprencurship culture and access to credit and business
development services), ¢} more structural transformation towards the manufacturing sector and d)
expanding spending on a social protection and safety net programme to support aggregate
demand.

The final results of the overall assessment on an enabling environment for sustainable

enterprises m Cambodia based on primary and secondary data, thorough literature review,
indicate the following as the key prionty arcas for policy attention:

1. education, training and skills
Skills and capacity challenges are a primary concern for the country where nearly half of
surveyed emlerprises expressed concern of the free flow of labour and the impact of this
on their companies.

(5]

corruption

The research indicated that active involvement with the Anti-corruption Unit and
advocacy for wider publishing of public services fees and dissomination of this
information fo businesses iz pivofal fo preventing corruption within the legal and
regulatory environment, and thus facilitating more sustainable business operations.

[ )

social dialogue/industrial relations

Developing the institmtional infrastructure to manage Cambodia'’s industrial relations
while costly in ferms of govermment resowrces and time is critical fo improving the IR
climate. Implementation of this requires buy in from all stakeholders, workers, frade
wmions, government and business,

4. legal and regulatory environment
Well-designed laws and regulations provide the framework for successful economies,
enhance competition, reduce regulatory costs, boost efficiency, bring down prices and
stimulate imnovation. 4s Cambodia firther integrates its economic relationship with its
ASEAN neighbours, a focus on the competiveness of the economy and the enterprises that
populate it is essemtial to the future wal l-being of the couniry.

Building on the EESE assessment, the Cambodian Federation of Employers and Business
Associations (CAMFEBA) drafted four policy papers focusing on 1) education, training and
gkillz, 2) cormption, 3) legal and regulatory environment, 4) social dialogue and an overarching
Vision Document. These will shape CAMFEBA s advocacy efforts over the next years to come.

——
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