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Facts and Figures

Official name:
Kingdom of Cambodia

Area: 
181,035 square Km

Political form
Constitutional monarchy

Population
13 million (2000 estimated)

Population growth rate
3 %

Adult Labor force (Male & Female)
47%/53%

Gross domestic Product
US$ Million 31,090 (2000)

GDP growth rate average
4,8% per annum

Per capita income (nominal)


US$ 300

Major industries
Garments and foot wears

Major Exports
Garments and foot wears

Major Imports
Gasoline, Industrial machinery

Inflation
0.5%(2000)

Total FDI inflow
US$453 million (2000)

Data source
Ministry of Economy and Finance

Background

Cambodia is a country primary base on agriculture which contributed 44.6% of the country's GDP in 1995
 where industrial value added remained at a relatively low 18.2% of GDP in 1996.

Services is a large field covering many sectors of economic life which accounts for about 40 per cent of Gross Domestic Product (GDP). The largest sub-sector is trade-related services (12.7 per cent of GDP in 1995), and the fastest-growing sub-sector is construction services. 
After 20 year of war, Cambodia has emerged into the international community after general election which took place in 1993. Cambodia became member of the Association of Southeast Asian Nations (ASEAN) on the 30th April 1999 and Cambodia has been set out for its membership in WTO on the 11th September 2003 at the fifth WTO Ministerial Conference in Cancun, Mexico. 

Once Cambodia becomes a member of the WTO, Cambodia has to implement its commitments strictly in accordance with WTO rules and regulations.

Cambodia must do everything to favour other members of the WTO in order to receive any economic benefits from the implementing of trade‑related regulatory reforms. All this objectives takes time and costs money.

Private sector participation in Cambodia is a great deal since capacity and funding are a concern in fueling SMEs growth. However, the RGC needs to reduce risks of investment by creating a more predictable business environment through improved governance and by providing support for market development and capacity building.

This paper will discuss challenges face by Cambodia, policy issues, recommendation and possible solutions to overcome the challenges. 

SMEs in Cambodia

Types of Enterprises:  

a. The privatized State enterprises, which are not very active because of restructuring-privatization process. 

b. The foreign owned enterprises; there has been an ample increase of foreign direct investments since 1993 because of our attractive Investment Law.

c. The informal, small and medium enterprises, which include self-employed, family enterprises, market traders, manufacturers of various goods for domestic consumption and services.   

Facts and figures of SMEs 

In 1996, the National Institute of Statistic Program (NISP) of UNIDO has conducted a survey 

on Large and Medium Industries in Cambodia. By using data of the provincial offices of the 

Ministry of Industry, Mines and Energy of Cambodia (MIME) it counted 116 large and Medium size industries. Here, according to UNIDO, Large and Medium Industries defined to mean those with greater than 50 employees. The data was updated in June 1997 by the Ministry of Industry, Mines and Energy (MIME) to included 315 firms.
On the other hand, refer to the statistic available at the Ministry of Industry Mines and Energy (MIME) in 1996 there were 25,620 micro and small scales industries (capital up to 200,000 US$) spread around the 22 provinces of Cambodia. These industries provide jobs to more than 68,000 employees (49,000 males/ 19,000 females). A large proportion of these kind of industries are rice mills and small scale food processing enterprises. Other industries of some significance are textile and garment (in Phnom Penh and in some provinces), non‑metallic and mineral processing (most provinces) and fabricated metal (all provinces). Among those, only 9% are registered and get licenses from the MIME, while 33% licensed by provincial departments of the MIME, and the rest 58% are illegal.

Government Policy on SMEs

There is no specific government policies on the SMEs, I just try to relate government policies to the SMEs.

The first socio‑economic development plan 1996‑2000 has developed "Framework for the medium‑term development of the country." The major priorities stated in the plans are reducing poverty, developing human resources, increasing domestic self​-reliance, and strengthening absorptive capacity and regional cooperation.

The elements of the government's development program which relevant to SMEs are:

(1). Generation of employment through labor intensive manufacturing for export, the promotion of small ‑ scale industry and the urban informal sector and the development of tourism". The development of tourism related industries, for which Cambodian potential is high and where SMEs could play an important role in generating jobs, revenues and foreign exchange. 

(2) " Achievement of poverty alleviation and broad participation in the development process through a focus on participatory rural development. The development of micro and small‑scale enterprises is one of the important components of rural development to achieve increase in (commercially‑ oriented) farm and non‑ farm income and to help limit rural ‑ urban migration and the transfer of more poverty to the urban areas.

(3) "The upgrading of the human skills and their adaptation to those that are commensurate with a modern market economy.

Skill is simply necessary to operate micro, small and medium scale enterprises and to generate income. Human resource development is furthermore important for Cambodia to meet the challenges of the market economy in managing enterprises, adapting and developing technologies and to compete effectively.

(5)‑ Substantial investment in the upgrading and development of physical infrastructure, particularly rural roads.

Improving road network in quantity and quality will reduce transport costs and increases economy activities. It will facilitate the expansion of local and international trades and thus the commercialization of agriculture.

(6) "Establishment of macro economic stability and creation of institutions, instruments and policies necessary for prudent long term economic management".

Macro economic stability and sound economic management are a prerequisite for SMEs development as well as the private sector development since productive investment, either small medium or large, domestic or foreign, is made only in a stable economic environment. The government aims to establish an " enabling environment " for domestic and foreign investment achievement of macro economic stability and appropriate legislative base and provision of generous incentives for investment and physical infrastructure including electricity.

The present predominance of small and medium scale industries is one of the factors that make it difficult for the government to secure government revenue need to sustain its programs.

In order to stimulate industry development, the government will pursue a policy of identifying and fostering selected urban areas as " growth center ". These will be supported through the provision of facilitating infrastructure such as industrial zones and export processing zones. 

Challenges in promoting SMEs:

The problems includes:

· Shortage of Human Resources

· Lack of legal framework to protect, promote and support SMEs 

· Cost of energy, water and telecommunication and services

· Limited access to finance and credit

· Limited access to new technology

· The impact of government commitments in the WTO (especially for developing countries)

· Limited information on possible markets and clients

· Inadequate transportation and infrastructure

Solutions to the problem

· Due to the shortage of human capital in SMEs, government betters providing market information to SMEs as well as help promotion of products for SMEs both locally and internationally to match the buyers and the sellers.

· Government should establish an institutional framework for SMEs policy and also provides training to Ministry staff in creating and implementing sound SME policies. The RGC Can also helps SMEs by publishing business directories and newsletters.  

· Should establish "incubation centres" around the country to provide support in terms of premises and equipment which will facilitates new companies starting business quickly and efficiently by avoiding high start-up costs, providing business consultation in the fields of business planning, strategic management, financing, and marketing.

· Build Human Capital; a priority set on a universal primary education would give an advantage in upgrading skills and mastering new technologies for the future labor force.

· Improved and lower cost of transportation, telecommunication (internet, telephone)

· Expand services to lower cost of water supply and electricity in rural areas and suburbs around the capital city.

· Improving banking and finance system by encouraging bank to provide loan to SMEs or by seek assistance from international banking bodies such as ADB.

· Exchange experiences with governments/private sectors as well as international bodies dealing with SMEs on policies and implementation of SMEs. 

Conclusion

Because SMEs incubation is new to Cambodia, it is expect that through meeting I will gain more knowledge and experiences from other countries participants in the meeting. And I hope that this meeting will be of useful to Cambodia in establishing her incubation centres for SMEs. 
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