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Cambodia has a labour intensive economy dominated
by manufacturing, tourism, construction and agricul-
ture industries. In 2004, Cambodia ascended to the
World Trade Organisation. Since then, the economy
was largely liberalized through a number of legislative
initiatives such as The Law on Commercial Enterprises,
the Commercial Arbitration Law, the Anti-Corruption
Law and the Securities Law. The Royal Government of
Cambodia (“RGC”) also provides important incentives
for investors such as establishment of Special
Economic Zones (SEZs) and providing tax exemptions
for Qualified Investment Projects (QIPs). As a result,
between 2004 and 2015, the annual average growth of
FDI and export of goods, have been 38% and 13%
respectively (World Bank and COMTRADE statistics).

However, the Cambodian economy remains highly
vulnerable due to its low diversification, 78% of
merchandise exports is related to garment and
footwear products. As a former Least Developed
Country, Cambodia has benefited from the duty-free
and quota-free access to EU markets under the
“Everything but Arms” program. This might change
due to the revision of its status by the World Bank to a
Lower-Middle Income Country.

These trends have obliged RGC to undertake a set of
reforms in order to ensure fair competition, facilita-
tion of trade, efficient public administration and
better infrastructure. For instance, the Ministry of
Commerce (“MoC) is undertaking considerable efforts
to register most of the business establishments by
providing online business registration services. Since
2009, the General Department of Taxation has
increased the annual tax collection by 19% on
average.

These reforms are challenging due to the fact that the
Cambodian economy is dominated by micro
enterprises (having less than 10 employees) which in
2014 accounted for 97.2% of all establishments and
only 1.2% of them were registered at MoC
(Cambodian 2014 Inter-Censal Economic Survey). In
addition, an important part of the economy is
informal and many workers are self-employed or
working without a contract, and work from their
homes, small shops, or on the street. It is clear that
there remains a substantial gap between the stated
market objectives in Cambodia and the realities of
doing business.

Thus, itis obvious that with the ongoing globalization
and integration within ASEAN Economic Community,
Cambodian companies must improve their corporate
governance and to implement a set of business
integrity practices in order to efficiently cooperate
and compete with foreign companies, to be compliant
in order to attract investments and to be trustworthy
in the eyes of their shareholders.

The BICA research has found that mostly
multinational and joint ventures establish clear
strategies against corruption, but very few domestic
companies have integrity management policies in
place. Cambodian companies are largely not in the
habit of disclosing their anticorruption programs,
operations, or organisational layouts, in large part
because this information is not legally required.
Generally, domestic companies and especially SMEs
lack a corporate culture and do not see the benefits of
adopting odes of conduct, internal and external
whistleblowing channels for cases of corruption and
public disclosure of corporate information. It should

The BICA Assessment Report is a baseline assessment of public, private and civil society sector efforts to promote
business integrity, particularly accountability, transparency, and integrity in business practices. This report seeks to

further understand the factors and actions that can increase business integrity in Cambodia, in order to facilitate
public, private, and civil society efforts to diminish corruption.




be highlighted that for small domestic companies
adopting such practices might be costly. Only listed
enterprises on the CSX have such legal obligations.
Moreover, only companies with a turnover of more
than 750,000 USD, 500,000 USD assets and 100
employees must submit annual financial statements
to anindependent auditor certified by the KICPAA.

The main avenue for private sector companies to
engage in multi-stakeholder initiatives on anti-
corruption is through the business associations and
Chambers. These entities provide many services
(legal advice, networking, up-to date information,
etc.) to their members and also have established good
cooperation with key government ministries, as well
as with the Anti-Corruption Unit (ACU). However, it
has been reported that private companies are missing
effective channels of communication with public
institutions.

Larger multinational companies have officially
engaged with the ACU by signing Memorandums of
Understanding (“MoUs”). The content of these MoUs
is not publically available and the outcomes and
benefits in engaging with the ACU for individual
companies, especially SMEs are not clear. Companies
largely are not transparent in disclosing information
about their anti-corruption programmes or their
corporate information. Based on the BICA research,
there was a clear disconnect between the information
that was available on a foreign company’s website
and a domestic company’s websites. Domestic
companies tend not to disclose any anti-corruption
policies and corporate information due to the lack of
legal obligations and low corporate governance
culture.

Overall, many companies indicate a willingness to
adopt anti-corruption programmes and become
legally compliant with current legislation. More
cooperation with stakeholders and training is
necessary to further develop corporate governance
especially within domestic companies. There is a
need for more legislative initiatives regarding the
promotion of corporate governance and adoption of
anti-corruption policies. Additional whistleblowing
channels should be introduced and more information
should be disclosed on the companies’ websites. It is
important to reduce the size of the informal sector by
providing incentives for enterprises to register at the
MoC and GDT and for business associations to
strongly encourage and facilitate registration. These
measures would eventually further improve the
business environment in Cambodia and the
competitiveness of domestic enterprises.
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Key recommendations for the business
sector include:

e The chambers of commerce and business
associations should disclose information about
the benefits of engaging closely with the ACU to
their members, particularly, the importance of
protection for potential whistleblowers who
report to the ACU.

e Business associations and chambers of commerce
should continue to organize training in business
integrity and corporate practices (i.e. codes of
conduct, codes of ethics, anti-corruption report-
ing channels, anti-corruption policies), including
working closely with the ACU to establish and
train in best practices.

e Business associations should identify bench-
marks for business integrity in each industry and
acknowledge and reward companies who achieve
them.

e Domestic and international companies should
establish anonymous, and protected lines for
whistleblowing to encourage employees at all
levels to report cases of corruption or other
wrongdoing.

e Companies should ensure compliance by register-
ing with the MoC and the GDT. Business associa-
tions should encourage the process and assist
whenever possible.

Companies should disclose anti-corruption
policies and activities in their annual reports and
on their websites.

e Business associations should encourage compa-
nies to understand the value of clean accounting
practices and the value added by professional
accounting services.

e Companies should require anti-corruption due
diligence of their partners and suppliers and
create a database of clean companies.

e Private companies should offer more channels to
report cases of corruption. Reporting exclusively
to ACU is insufficient.

e Chambers of commerce should promote and
advise ministries on drafting and promulgating
relevant legislation, including the draft law on the
protection of reporting persons, the draft law on
the protection of experts, victims and witnesses
and the draft law on competition and update
existing laws which are outdated or run counter to
anti-corruption objectives. This should be in
consultation with the private sector and civil
society.

@ Website: www.ticambodia.org
Global website: www.transparency.org
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