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INTRODUCTION 

• Emerging Issues and Challenges 

 
1.  Cambodia is a new democracy and an emerging economy, in reconstruction 

after more than two decades of war and internal conflict. The economy is 
highly dependent on external assistance and a few crucial industries such as 
tourism, agriculture, and most importantly garment manufacturing for export. 
With long term objective, the government has introduced a national poverty 
reduction strategy to promote broad based sustainable economic growth with 
equity and private sector playing the leading role. During the past decades, 
Cambodia has passed through many destructive wars which damaged its 
private sector and halted the development of this sector till its re-emergence 
and growth in the 90s. However, this growth, even though has a great impact 
on poverty through job creation and export performance in the garment sector, 
but still not adequately response to the need of economic growth in this 
competitive environment, especially with the end of the international multi 
fiber agreements where the garment industry is under threat from larger and 
cheaper neighboring competitors. 

  
2. In addition to this constraint, Cambodia still has a highly bureaucratic, 

colonial legacy of controls on imports and exports. The Customs clearance 
system is wholly paper-based and extremely complex. Through various 
studies, World Bank Consultants have found that Cambodian importers who 
are importing fabrics and other necessary materials to produce garments for 
exporting purpose are subjected to as many as 64 documentary inspections, 
physical goods inspections on several occasions, a requirement for over 70 
signatures and 12 separate payments. In addition, this process lends itself to 
numerous opportunities for informal payments. Likewise, exporters who are 
exporting ready-made garments have an even heavier burden to bear. They 
have to fulfill as many as 90 documentary inspections, possibly 100 signatures 
and 17 different formal payments, in addition to informal payments they have 
to make in order to get thing done. 

 
3. Moreover, with the new membership to the World Trade Organization 

(WTO), Cambodia is now facing opportunity to change its growth path 
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through commitments to initiate wide range of laws and trade policy reform to 
ensure private sector development. On the overall competitive front, three 
challenges have been noticed within the process of this development purpose 
– (1) productivity challenges, (2) Diversification challenge, and (3) Service 
delivery Challenge.  These challenges are often accompanied by other 
constraints such as weak rule of law, bureaucratic costs and corruption. To 
response to the need for reform to make the continual effort to improve 
investment climate and competitiveness, the government has adopted certain 
guiding principles for reform t o ease the burden on business. Those reform 
are (1) shifting from culture of control to culture of facilitation, (2) 
empowering markets and competition, (3)  repositioning the state to provide 
effective governance and accountability to the public and focusing on the use 
of possible partnership to deliver services rather than using limited public 
resource, (4)focusing on reform to improve competitiveness and productivity, 
(5) using private institutions to integrate rural and informal sector, (6 ) 
focusing on the institutions to reduce risk and transaction cost, and (7) 
focusing on institutional learning by exploring the role of business 
organization in order to scale up more success in private sector development 

 
• Government's responses and commitment 

 
4. Endorsing with government  policies, over the years Cambodia have received 

considerable supports from various donors such as World Bank, IMF, UNDP, 
ADB, JICA, IFC, AusAID, EU and other development agencies. Those 
organizations have combined their efforts to fund and resource the expertise 
needed to restore confidence and raising productivity for foreign or domestic 
investment with a view to increase competitiveness of trade sector and 
improve investment climate in Cambodia. With strong commitment and fully 
support by many governmental agencies and after conducting several 
consultations with the stakeholders, eight reforms initiatives have emerged (1) 
Trade Facilitation including the elimination of overlapping and obsolete 
roles and responsibility, reducing number of documentary requirements, and 
streamlining and automating the process by removing non-value adding steps, 
introducing comprehensive automation and flat fee for service, and utilizing 
risk management principles in inspection process, (2) Removing 
Impediments to diversification including the facilitation of business 
registration process, licensing and inspection, (3) Strengthening the rule of 
law namely contract law, commercial code and other laws and regulations to 
honor WTO commitments as well as other related activities such as the 
establishment of commercial court, (4) Leveraging private sector value 
chain by encouraging both FDI and supplier development program to remove 
impediments, attract investment, and building capacity of suppliers, (5) 
Review the role of Camcontrol by strengthening its capacity and efficiency 
to ensure public safety (6) Strengthening governance for increased Private 
Participation in Infrastructure, (7) Strengthening institutional learning 
through business association in order to increase market opportunity through 
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sharing of market information , and (8) accelerate leasing and access to 
finance  through the establishment of related laws such as Secured 
Transaction Law, Leasing Law, and Insolvency Law. 

 
5. The government in discussion with the World Bank has committed to 

implement the following 12- points plan of actions: (1) Establishing a cross-
agency Trade Facilitation/Investment Climate Reform Team, (2) Establish a 
system of Transparent Performance Measurement including Private Sector 
Monitoring, (3) Implementing trade facilitation process by removing 
overlapped and unnecessary approvals following by the reengineering of a 
single administrative document, (4) Introducing Risk management Strategy to 
consolidate and rationalize all examination requirements of the different 
control agencies, (5) Launching a strategic review of Camcontrol, (6) 
Implementing a single window process to manage trade facilitation by using 
automation system, (7) Introducing a WTO compatible flat fee for service, (8) 
Streamlining the cost of business registration/incorporating, (9)Streamlining 
the process of notifying the Ministry of Labor and Vocational Training on 
hiring employee, (10) Harmonizing registration for VAT, income tax and 
company registration by using the same form and resulting in the same 
number, (11) Implementing a national award to promote good corporate 
citizenship and governance in the private sector, and (12) Monitoring and 
evaluating the progress of reform objectives and reporting these progress to 
the government-Private Sector Forum.     

 
TRADE FACILITATION AND COMPETITIVENESS 
 
Responsible Agencies 
 

6. To realize these initiatives, the government has committed and fulfilled 
several actions including the creation of a Special Inter-Ministerial Task Force 
(SITF) and agreed in principle with the World Bank to focus on (1) reducing 
product inspection burden, (2) implementing a single window, (3) 
developing a performance measurement system, and restructuring 
human resource management. To lead this effort, a cross agency reform 
team was identified including all agencies involving in investment climate and 
trade facilitation issues such as Ministry of Economy and Finance, Ministry of 
Commerce, Ministry of Agriculture, Forestry and Fishery, Ministry of Labor 
and Vocational Training, Ministry of Interior, Ministry of Industry, Mines and 
Energy, Council for the Development of Cambodia, and Sihanoukville Port 
(international Sea Port). 

 
Major initiatives 
 

7. On the trade facilitation initiative, the reform team in cooperation with the bank 
and other donors has conducted several activities to enabling this initiative. 
During the first stage, 06 studies have been completed by the experts/consultants 
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engaged by the reform team: (1) Study on the review and rationalization of 
Trade Documentary requirements, (2) Study on the Strategic review of 
Camcontrol, (3) Study on the implementation of Performance Measurement 
System, (4) Study on the development of policy and strategy to facilitate 
trade through Risk Management, (5) Study on ICT development to establish 
a Single Window for import-export process (establishment of the proposed 
CamtradeNet to be liked to the sub-system ASYCUDA of Customs and 
Excises Department, which has been studied by UNCTAD and now under 
trial operation, and other sub-systems like the proposed single clearance 
system of the Sihanoukville Port), and Study on Private Participation in 
Infrastructure capacity building plan.  

 
8. Subsequently, to be prepared for the second stage which is the implementation 

stage, the Reform Team also establishes 04 Project Implementation Units in the 
concerned government agencies – for Single Window (two PIUs have been 
created – one in the Ministry of Commerce and another in the Customs and 
Excises Department), for Market Access Fund (PIU is in the Ministry of 
Commerce), Legal transparency (one is in the Ministry of Justice and 
another in the Ministry of Commerce). To release work burden and support 
these projects, three supporting officials have been recruited by the Reform 
Team – (1) Procurement Officer, (2) Accountant, and (3) Financial 
management Officer. 

 
Progress 
 

9. In general, on the structural reform front, there has been an acceleration of pace as 
compared with previous year. Recent progress has been made in facilitating trade 
through reducing the costs of commercial registration and time spent for export-
import clearance and inspection, and initiating certain measures to compensate the 
official involved with import-export process on their lost of incomes generating 
from unofficial/under-table payment. These progress are of the followings:  

 
A. The Ministry of Commerce reduced the Commercial Registration fees 

from US$630 to US$177 and the minimum capital requirement was 
dripped from KHR20 million ($5,000) to KHR 4 million ($1,000).  

B. Export documents such as Commercial Invoice and Export License have 
been removed and Certificate of Origin (C/O) have been revamped from a 
prior export requirement to a post export requirement, meanwhile 
Certificate of Processing was also eliminated by the Ministry of Mine and 
Energy. Formal written notification of export is now substituted by 
telephone or fax and Customs and Camcontrol that used to conduct a 
separate inspection on exports is now being conducted a joint inspection 
and produced a single joint report.  The Joint inspection report has now 
allowed immediate shipment without need for chief officer’s clearance of 
Customs Declaration. Economic Police Permit which used to be required 
for both exports and imports was also removed.  
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These improvements have led to a reduction of times spent for import 
transactions with all government agencies from 30 days to 10.5 days in 
and exports transaction from 6.6 days 20 hours. Average per transaction 
costs for processing exports meanwhile have declined from US$942 to 
US$612 and average import costs fell from US$2,477 to US$673. 
Informal fees meanwhile declined from 5% per total consignment value in 
to 2%. 

 
C. To facilitate investment, the Council for the Development of Cambodia 

(CDC) also cancelled the deposit requirement to secure project 
implementation on investors. And foreign companies have been entitled to 
a 100 percent ownership of their import and export business except 
ownership of land. 

 
10. To ensure efficiency of the government commitments, the Bank has established 

a solid track-record in assisting the Government of Cambodia improving the 
trade and investment climate, and the further progress prospect proves to be 
remaining strong. Meanwhile the Bank funded Trade Facilitation and 
Competitiveness Project, with objectives to achieve a-12 point action plan 
which ranges from customs automation to a nationwide single window trading 
system and the Poverty Reduction Support Operation with objectives to 
introduce a Merit-Based Pay Initiative in three Ministries and improve the 
implementation of Commercial rules and regulations, would help to bring a 
rosy prospect for investment climate and private sector development in 
Cambodia. In overall evaluation, the 12 point reform agenda of the government 
for trade facilitation, which led by the World Bank in coordination with other 
donors, has to be regarded as an example of “Best Practice”, which could be 
used to develop other sub-sector programs in other areas. The 12 point plan is 
providing a detailed road map for implementing a focused government policy 
with assistance from other donors and it is not by chance that garment industry 
is still prospering in this country. The Trade Facilitation measures implemented 
so far have contributed significantly to reducing production costs and increasing 
the competitiveness of Cambodia products in a free trade environment. 

 
11. There have been also some progresses on the development of commercial rules 

and regulations to support Trade facilitation Process; this includes a passage of 
the Law on Commercial Enterprises and Company Law, law of Commercial 
Arbitration by the National Assembly.  Draft Law on Concessions, Draft Law 
on Secure Transaction and Draft Civil Procedure Code were passed by the 
Council of Ministers and submitted to the National Assembly for final debate. 

 
12. The sub-decree for the Law on Investment was passed by the Council of 

Ministers, and Draft Civil Code, sub-decree of Economic Concession, sub-
decree of Social Concession Law are under reviewing. These are among a 
number of key laws aimed at fostering private sector development. The Law on 
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Concessions promises to improve economic governance by installing greater 
transparency in the management of state assets, including by subjecting 
contracts for state assets to greater scrutiny and competition. The LOI sub-
decree would reduce uncertainty over investment procedures and approval 
processes, thereby instilling greater confidence on the part of investors. 

 
13. Specifically, for the single window which is the most important component 

of trade facilitation, the Reform Team and its consultants have examined 
all aspects of current systems and redesigned them with a view to 
automating all import/export processes. This has caused us to eliminate many 
of the legacy processes and documents, even to reduce the number of Ministries 
who can insist on permits, and pre qualification for permits and various 
certificates, including the Certificate of Origin. The basic approach which have 
been applied for reengineering processes are the followings:  

 
• The team will not automate the present processes but redesign it to suit the 

purpose of trade facilitation. 
• Eliminating steps where possible or simplifying them if they cannot be 

eliminated and taking as many processes off the critical path of the 
import/export approval process as possible; 

• Eliminating paper, signatures, cash payments and all opportunities for 
personal interactions; 

• Employing principles of pre-clearance, post-event audit and rules based 
risk-management at every opportunity; 

• Using national standards and internationally agreed protocols and 
processes wherever possible. 

• Minimizing data entry requirements. 
  

14. To implement these approaches, the consultant has selected the ASEAN version 
of the SAD (Single Administrative Document) as the sole electronic message for 
submitting declarations. We decided to limit the number of approved declarants to 
qualified members of the Freight Forwarders and Customs Brokers Associations, 
thereby eliminating middlemen, messengers, etc. In addition, no SAD will be 
cleared if the declarant does not have a VAT registration number. In addition, all 
approved declarants must deposit a security bond with Customs. Hence we have 
limited the number of declarants, ensured a professional and well trained body of 
declarants and eliminated the source of much of the informal payments and 
complexities. 

15. For automation technology, the team has looked into the Customs system as the 
most important sub-system for the whole process of Trade Facilitation. Their 
choice is ASYCUDA, specifically the ASYCUDA World version. ASYCUDA 
World is essentially ASYCUDA++ with an Internet–enabled front end. The 
Customs system is initially designed to automate 22 points of entry and control. 
All other trade related process automation is considered to be part of the Single 
Window design. This includes a network and access systems for all registered 
declarants, sub-systems for Ministries and permit issuing agencies, and for the sea 
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port at Sihanoukville. The Single Window system also hosts and facilitates many 
functions and services for the trader community. 

 
16. The Single Window is the single point of contact of the trader and government 

agency community with Customs: ASYCUDA is a mirror image to the Single 
Window. All electronic SAD (ESAD) are submitted to ASYCUDA via the Single 
Window, which is to be established as a semi autonomous organization known as 
CamTradeNet, with its own Board of Management, representing all stakeholders 
in both the public and private sector. As expecting, with strong commitment of 
the government and the endorsement of the bank, all technologies and pilot 
program will be in place at the beginning of next year. With a great deal of 
preparatory work and confidence, the team will be able to achieve this goal. The 
complete program and full operation of CamtradeNet will be installed, with all 
declarations being electronically made by the end of 2008.  For enabling this 
process, a full national risk-management system for all permit issuing agencies 
and Customs, comprehensive electronic payment systems, digital signatures and 
certificates and all facilitating legislation is planned to be in place within this 
timescale. 

 
17. For the other components such as Export Market Access Fund, Legal 

Transparency, and Private sector Participation in Infrastructure (PPI) the manual 
and terms of reference for consultant has been developed and the process of 
selecting suitable consultants to implement these projects are on the way. 
Specifically, to achieve the Legal Transparency objective, two websites have been 
proposed to establish. One website will be located and maintain by the Ministry of 
Commerce with the purpose to publish all commercial laws and regulations as 
well as other trade information for the sake of the public. Another website will be 
located in the Ministry of Justice to publish all decisions of Supreme Courts and 
other laws and regulations as well as other information in relation to the judicial 
procedure for the reference of traders and investors. Accordingly, in order to 
facilitate the successful of Single Window process, a manual on Merit Based-Pay 
Initiative has been prepared by the Bank’s consultant with a view to introduce 
proper payment to the persons involved in the process and eliminate unofficial 
payment by turning it into an official fee for using services of the system. 

 
18. In conclusion, Trade Facilitation and competitiveness in Cambodia are gradually 

developed. Through Trade Facilitation process, Cambodia has embarked on the 
right track. Even though, we have to face many challenges but with proper policy 
and strong commitment of the government, and support of the World Bank and 
other donors, Cambodia has potential and capacity to achieve this goal. 

 
(End of Country Brief)  
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