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While formal sectors could not generate adequate employment, attention should be paid to the informal
economy where the vast majority of people are working and operating their business 

The Informal Economy in Cambodia
An Overview

In Cambodia, there are three
principal formal sectors, garment,
tourism and public administration.
However, the informal economy takes
a huge proportion of the remaining
economy and is extremely beneficial
to employment generation as well as
economic growth. This informal
economy benefits the vast majority of
the people, particularly the poor,
while the formal economy is not large
enough to absorb the increasing
labour force of the country.

Nonetheless, not enough
attention has been paid to the informal
economy, which deserves a consider-
ably broad treatment. In the informal
economy, enterprises have been
plagued with an extensive array of
constraints, burdensome and inappro-
priate regulations, which place limits
on opportunities for better productivi-
ty and growth. Informal participants
further encounter a variety of social
issues such as exposure to very poor
working conditions, child labour,
AIDS/HIV, lack of democracy, gender
inequality and so on. These predica-
ments are massive threats to the wel-
fare of people and major obstacles to
the fight against poverty nationally
and internationally.

The majority of the poor are
working and doing business in the
informal economy. So if this econo-
my is effectively assisted and imped-
iments are eliminated, it will grow
and eventually benefit the poor and
the very poor in society. Cambodia
seeks to alleviate poverty and thus
needs to address the various prob-
lems found in the informal economy.

What is the Informal Economy?

In the 1970s, instead of using
�informal economy�, the term �infor-
mal sector� was widely used to signify

activities which were not recognised,
recorded, protected or regulated by the
public authorities. The term �informal
sector� has been developed and rede-
fined to a better refined definition.
Later on, the International Labour
Organisation (ILO) coined a new term,
�informal economy� by broadening
�informal sector� to encompass the
expanding and increasingly diverse
group of workers and enterprises in
both rural and urban areas operating
informally. 

In Cambodia, �informal sec-
tor� has been also used to denote these

unprotected and unregulated activities
in the economy. Cambodia charac-
terises the term �informal sector� as
(1) activities which do not have a firm,
identifiable postal address, (2) where
workers are self-employed such as
road side vendors where census data is
usually not available, (3) where opera-
tions are labour intensive and where
there are quick turnovers, (4) where
the use of energy inputs are from
human or animal sources and take
place in non-structured premises
where there are no regulations, licens-
es, insurance and taxes are not paid.

Box 1: ILO Program in Cambodia

The concept of promoting the informal economy was developed in the
1999 report of the ILO Director General through a vision of �the Decent Work
for all workers regardless of where they work�. The benchmark of the decent
work was measured by four defined factors: employment deficit, rights deficit,
social protection deficit and representational deficit.

In Cambodia, the ILO promotion of decent work in the informal econ-
omy was introduced through a regional project, the so called �Informal
Economy, Poverty and Employment (IEPE)� implemented in three different
countries in the region: Cambodia, Mongolia and Thailand. The project aims to
raise awareness of the dilemma in the informal economy; provide enabling
environments, build capacity for informal participants; organise workers and
enhance social dialogue; improve productivity and market access; promote
social protection such as insurance, occupational safety and health and
AIDS/HIV issues; and share knowledge and lessons learned.

Thus far, the IEPE has accomplished a range of activities for the sup-
port of the informal economy. These activities include (1) the publication of a
handbook on commune council and civil society partnership, (2) support for a
rapid assessment study on the five informal economy target groups conducted
by the Cambodian Association for Informal Economy Development (CAID), (3)
another study on legal requirements for business registration and handicraft
export procedures conducted by the Artisan Association of Cambodia (AAC) and
(4) provision of various training of trainers courses to home-based workers.

This ILO project is also assisting informal workers with the promotion
of market access and capacity building. For instance, it backs the HURREDO
organisation, which works to promote the production of vegetable products and
their markets. Assistance has been offered to the Groupe de Recherche et
d�Echanges Technologiques (GRET) to expand their health insurance plans to
a larger number of informal workers. In terms of promoting awareness of the
problems in the informal economy, the ILO project has commissioned the
Economic Institute of Cambodia to conduct a literature review on the informal
economy and produce a handbook in addition to another study on the exten-
sion of labour protection to the informal economy. 

Source: International Labor Organisation (ILO)
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catch many times more fish than the
entire community. Overall, the gov-
ernment fishery policy has failed to
reach its policy objectives. 

Concerning the abovemen-
tioned fishery management, how
does it impact on rural Cambodia and
the private sector? 

Impact of Fishery Exploitation
Management in Cambodia

The degradation of fish
resources impacted the rural econo-
my, specifically the poor, as well as
the private sector. As fishery is an
important sub-sector in agriculture,
the degradation of fish resources
impacted the entire economy. EIC
projection data show that fish pro-
duction decreased about 7.4 percent
while that of agriculture decreased
4.2 percent in 2004.

The unsustainable fishing
impacted the stock of fish in the Tonle
Sap. The reduction in fish catch per
boat and the high price of fish in 2004
indicated that fish stocks were under
pressure. The fish catch per boat was
only 5 to 6 Kg of fish per day in
Anlong Rang and Kampong Tralach in
2004 compared to average catch about
20 Kg per day. This has increased the
price of fish. The price of fish in
Kampong Cham in 2004 was three
times higher than in 2003.

This also tended to worsen
the poverty of 1.2 million people liv-
ing around the Tonle Sap. The poor-
est people, who benefit from the low
price of prahok fish, suffered from
the high price of the fish, making
their lives more difficult. And in
2004, the poorest people in the
Anlong Rang fishing community
lived under the food assistance of
CFDS when their catch was too low
to support their own living. 

For the middlemen, the
amount of fish bought was reduced
significantly, leading to a substantial

reduction of their income. Data from
FACT show that the fish middlemen
in Chnouk Trou complained that
their fish purchases declined 10
times from 2003 to 2004.

The decline in inland fish
stocks also impacted the private sec-
tor whose products are made from
fish. The local fish sauce industry is
mainly affected. The fish sauce fac-
tories mostly produce low end fish
sauce for local markets in Cambodia
using low quality fish, especially
prahok fish. An EIC survey of fish
sauce producers shows that the pro-
ducers� income decreased about 50
percent from 2003 to 2004 as a result
of the higher price of fish.

Kampuchea Fish Import
Export Company (KAFIMEX), a
state-owned exporting company,
exported high value fish to many
countries in the region. The main
high value fish has become rare. The
company stopped exporting in 2003
due to the lack of large fish to export.
Its export reached a peak of 6,366
tonnes in 1998. From 1998 to 2002,
this declined significantly with an
annual decline rate of 46 percent. Its
products then became less competi-
tive with those of private companies
when the government ended the
monopoly of the company.            

Medium and large-scale
processors who export high value
fish lost their market share for high
value fish such as Kesh and Damrei.
They shifted to aquaculture fish pur-
chasing. As there is depletion of nat-
ural fish, aquaculture fish prices
went up. This led to a loss of income.  

Concluding Remarks

In conclusion, even though
the government has shown some
willingness to push reforms forward,
there is not yet a link between reform
policy and actual implementation on
the ground. 

Cambodian fish resources
could recover, especially in the Tonle
Sap, if the government takes steps to
urgently address the issues. Past
experience shows a fish recovery
when tough measures were taken to
reduce illegal fishing in 2004.
According to an EIC survey of small
scale fishermen, the prahok fish
catch per boat increased about three
times in January 2005 compared to
that in January 2004. 

The legal framework and
good governance must go hand in hand
to curb illegal fishing. Passing laws is
not sufficient to benefit the poor. The
government should ensure that the law
is enforced to enable good governance
to reach its reform objectives.

But the community is still
weak. Participation is still low for
most of the fishing communities in
Cambodia. The revenue of small scale
fishermen is still many times lower
than that of Thailand. The community
is strong if revenues for each member
are high enough. Thus, the fishing
community should be strengthened.
One option is to provide credit for the
development of the community.

Credit plays an important
role in boosting the effectiveness of
the community and its livelihoods. In
addition, the Department of Fishery
and local authorities should work
closely with the community to set
targets to protect the interest of the
community. The experience in
Thailand shows that the cooperation
among authorities and local fishing
community led to the success of
Phang Nga Bay fishing community.

Touk Khy

This article is compiled from a field
study, jointly conducted by the
National Assembly, the Senate, and
Economic Institute of Cambodia, and
funded by Cambodia-Canada
Legislative Support Project (CCLSP).
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Significance of the Informal Economy 

In Cambodia, the components
of the formal economy exist primarily
in three sectors: garment, tourism and
public administration. These sectors
are not able to generate sufficient num-
bers of jobs and absorb a continuously
growing and unskilled workforce. For
instance, the registered investments
with the Council for the Development
of Cambodia (CDC) in 2003 were at
around US$ 86 million, expected to
create about 33,000 jobs; this number
of jobs is not commensurate with the
number of new entrants in the labour
markets of approximately 200,000 per-
sons annually. The informal economy
therefore plays a great role in provid-
ing employment to people and con-
tributes much to the economy. Its con-
tribution to GDP has declined, given
the potential growth of tourism and
garment industries in recent years.

Within the framework of the
informal economy, the non-agricul-
tural workforce increased over years
whilst the figure of workforce agri-
cultural activities shows the opposite.
This may be explained by the recent
economic boom in tourism and the
garment sector, which absorb a large
range of informal activities in urban
areas such as those activities serving
both tourism and garment sectors:
transportation, food, services of
accommodation for workers...etc.
These informal employments have
encouraged people living in rural
areas to migrate to urban areas.

There have been a variety of
studies, policies and initiatives focus-
ing on the formal economy which has
been considered as an essential
engine for employment generation
and economic growth of the country.
The informal economy has been,
however, left in the cold in spite of its
magnitude. This practice is in tune
with the traditional view that the gov-
ernment does not need to intervene in
the informal economy as the informal
economy will, in any case, decline
with economic growth.

Key Issues 

Activities in the informal
economy are not well regulated and
protected. When they are regulated,
the regulations are very multifaceted.
As a result, informal workers are left
outside the legal framework and thus
face extortion and harassment by
public authorities. This is frequently
found in the daily lives of street ven-
dors and micro-vendors at various
public markets. Ambiguity or absence
of market regulations and municipal
regulations on the use of public
spaces and sidewalks leave room for
public authorities to solicit bribes.
The vendors need to pay bribes to the
public authorities in exchange for
authorisation to sell and display their
products, just to survive. 

Legal and Regulatory Framework 
in the Informal Economy 

In Cambodia, state regula-
tions cause even more burdens such
as corruption, bureaucracy and exces-
sive costs of doing business com-
pared to other countries. To formalise
a business, operators need to register
with various line ministries: the
Ministry of Commerce for business
registration, the Ministry of Economy
and Finance for securing patent tax
and/or value added tax identification

numbers, the Ministry of Labour for
approval for internal rules and other
relevant ministries if the business
activity relates to other specific areas.
Several enterprises have thus opted to
remain informal and operate their
business without permits and regis-
tration to avoid those burdensome,
complicated regulations and the high
costs of registration. Tax evasion and
a lack of trust in government trans-
parency of its tax management are
other prevailing arguments for infor-
mality. 

The vulnerability of people in
the informal economy is twofold. On
one hand, they have low and irregular
income so they cannot afford to com-
ply with burdensome regulations. On
the other hand, in the informal econo-
my, they are often plagued with a
range of harassment and extortion
such as unofficial visits from public
authorities for bribes and repression.

Social Related Issues in the 
Informal Economy

Informal workers are entitled
to neither legal nor social protection
under the current labour legislation.
They work in the informal economy
where working conditions are worse
than in the formal economy. Also,
exposure to hazards in Cambodia
such as AIDS/HIV is another threat to
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(USSR) and its assistance. As a
result, many conflicts occurred dur-
ing the period when the government
leased fishing lots. The conflict
between farmers and lot owners hap-
pened when pumping ponds dry left
no water for dry season rice.
Whenever there were no clear lot
boundaries, small-scale fishermen
were in conflict with lot operators.

In 2000, the government ini-
tiated a fishery reform by releasing
56 percent of leased lots to the fish-
ing community, aiming at reducing
conflicts and sharing more resources
with the poor. Some fishing commu-
nities were established by the gov-
ernment and some of them were cre-
ated by non-governmental organisa-
tions (NGO) even though there was
not yet a law or subdecree on the
establishment of fishing communi-
ties. This reform led to out of control
exploitation when the government
decided to withdraw the officials of
the Department of Fishery (DOF)
from the fishing ground for two
months. As a result, illegal fishing
was high during that time.

Government Fishery Policy

In 2001, the government cut
off the lot leasing system. The objec-
tive of the policy was (1) to improve
rural livelihoods of the poor, and (2) to
enhance food security, sustainable
development, and equitable use of the
fish resource base. The government
has established 375 fishing communi-
ties throughout the country. It has
drafted a law on fisheries, a sub-decree
on management of fishing communi-
ties, and a royal decree on establishing
fishing communities. With this policy,
conflicts between farmers, small-scale
fishermen and lot operators were
reduced. The small scale fishermen in
the community no longer need to pay
for fishing in any area.

Despite some progress in

fishery reforms, such as establishing
a legal framework for fishery man-
agement, there is still illegal fishing
especially on the Tonle Sap. The fish-
ing community in Anlong Rang
reported that fish overexploitation by
powerful people from outside the
community happened in the commu-
nity areas in 2003. Many kinds of
illegal fishing practices were report-
ed on the Tonle Sap. 

First, there is lack of coordi-
nation between the government and
the community in enforcing the law
due to the lack of good governance.
Overexploitation is ignored even
though fishery officials are informed
of violations. Because of the lack of
law enforcement, the community is
unable to protect fish resources.
When there is over-fishing, especial-
ly by big, powerful trawlers, the
community lacks the power to
enforce the law. The Anlong Rang
fishing community argued that they
can only stop small, illegal fishing
activities. But they dare not get into
conflict with the big operators who
indulge in over fishing practices.
Additionally, poor governance, such
as impunity for the powerful, demor-
alises the fishing community, and
they lose the enterprising spirit, thus
resulting in more illegal fishing
activities by the powerful. According

to the Fisheries Action Coalition
Team (FACT), the Beng Kei fishing
community in Battambang province
caught illegal fishers but the commu-
nity was accused of destroying the
fishing property of others. 

Second, weak community is
the main constraint for dealing with
the illegal fishing. The lack of funds
is common in communities created
by the DOF and limits the participa-
tion of the communities in protecting
fish resources. In the case of the
Kampong Tralach fishing communi-
ty, the lack of financial support
results in low efficiency in fishery
protection. On the other hand, the
Anlong Rang fishing community,
which is supported by an NGO called
Cambodia Family Development
Services (CFDS), has more financial
assistance. Thus the community can
show more participation from its
members to protect fish resources.

The resulting depletion of
fish stocks threatens the rural liveli-
hoods of the poor around the Tonle
Sap. This also causes inequitable fish
exploitation. The small scale fisher-
men are the majority in terms of
number but they benefit much less
than the minority large scale fisher-
men who commit the over-fishing.
The Box 1 shows that one single,
illegal, large scale fishermen can
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Figure 1: Structure of the Cambodia’s Economy

Source: Economic Institute of Cambodia (EIC)

Figure 1: Export of Fish by KAFIMEX (Tons)

Source: Kampuchea Fish Import Export Company (KAFIMEX), 2003



their welfare, in addition to the
absence of social protection. 

Women in the informal econ-
omy take a huge proportion of unpaid
work while men dominate the posi-
tion of self-operator, which is the cat-
egory that earns income for their fam-
ilies. Also, men are more numerous
than women in other paid work cate-
gories. On economic terms, women
have limited opportunity to generate
income. They depend on men for
their daily lives. Women in the infor-
mal economy are thus excluded from
access to medical care, school and
other social, cultural and political
activities because of lack money. 

Informal participants are
rarely organised. If they are organ-
ised, their associations are often
weak, lacking in focus or capacity on
servicing members, and with no clear
channels for their voices. Informal
participants have difficulty in organ-
ising themselves because they com-
prise so many different occupations
and activities that the people
involved might have trouble recog-
nising their common interests. And
they lack time and opportunity to
organise.  So they have little to say in
society. As a result, their interests
and rights are not subject to discus-
sion by policymakers.

Why Informal Enterprises
do not Prosper? 

In Cambodia, there are a
large number of complaints about bar-
riers to private sector business.
Informal enterprises, especially
micro-enterprises, face impediments
similar to formal enterprises. Yet,
obstacles to informal enterprises seem
to be more diverse and they are more
vulnerable. These obstacles are: poor
infrastructure such as poor road con-
ditions, high road taxes, high cost of
water and electricity, limited access to
training and formal education, lack of
access to capital, lack of information
about markets and raw materials, lack

of market access, excessive govern-
ment regulation, a high cost of doing
business, limited access to land and
property rights, lack of skills and
technology, no access to social securi-
ty, competition from imports and poor
product quality. 

How to Promote Informal 
Enterprises?

If the above impediments are
removed, these informal enterprises
may gradually grow up and therefore
secure the employment for new
entrants into the growing labour force.
The removal of constraints and the
growth of informal enterprises are
intertwined. In Cambodia, the govern-
ment, donors and some NGOs take part
in assisting informal enterprises with
education, capacity building and micro-
finance. Despite concerted efforts of
these institutions, the skill improve-
ments and microfinance for these peo-
ple are still very limited. Skills of work-
ers and entrepreneurs need to be
improved. Many people are still unable
to access formal financial services.

The capacity of lending insti-
tutions is limited. Microfinance insti-
tutions have been often criticised for
mismanagement and high interest
rates. Some microfinance schemes
are not successful and merely further
the debts of poor people. This is due

to lack of good practice in providing
loans, inappropriate identification of
clients and the dire business environ-
ment. In Cambodia, law enforcement
and legal systems are not effective
and efficient. Land and real estate
have been frequently used as loan
collateral. In that sense, securing
property rights of informal enterpris-
es is another aspect of enhancing bet-
ter opportunity for them to access
finance. 

The microfinance system in
Cambodia still faces many constraints.
Real properties of clients have been
often assessed at low values due to
high risks in enforcing loan collections
because of ineffective legal systems.
As a result, clients could only access a
limited amount of credit. �Guaranteed
Funds�, which secures loans, needs to
be established to widen opportunities
of microfinance clients to access better
terms on their loans.

All these seem to be different
from the understanding among inter-
national and national communities,
organisations and governments that
microfinance and microcredit are
means of alleviating poverty through
the creation of self-employment and
income generation, as enshrined in
the resolution 53/197 of the General
Assembly of the United Nations,
which recognises the year 2005 as the
International Year of Microcredit.
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Fishery Management in Cambodia
A Case Study in Anlong Rang and Kampong Tralach Fishing Communities

The present Cambodian fishery exploitation is unsustainable, leading to negative impacts on the rural 
poor and private sector. There is need to strengthen good governance and the fishing community. 

The fishing industry is
important to the Cambodian econo-
my. According to an EIC estimate,
this industry in 2003 amounted to
about 3.6 percent of Gross Domestic
Product (GDP). Furthermore, the
fishery sector employed approxi-
mately five percent of the labour
force, about 1.3 times more than the
garment industry in Cambodia. 

Cambodia has a comparative
advantage in terms of inland fisheries
because of the fish resource endow-
ment especially in the Tonle Sap. The
latter is rich in fish compared to other
lakes and rivers of the world. The
potential fish catch is reported to be
five times higher than that of most lakes
and rivers in the tropical area.
Although there is a lack of reliable data
on fish exports, fish is a main export
from Cambodia, especially to Thailand. 

Along with rice, fish is an
important staple and a main source of
protein for the rural Cambodian peo-
ple. People in the floodplain area
catch fish in flooded rice fields for
local consumption. The lake con-
tributes to more than half of the fish
production each year and also pro-
vides rural poor Cambodians (about
1.2 million people around the lake)
with fish for their food security. 

Seeing the importance of this,
the government has taken fishery
reform to be a main element in natural
resource reform policy. However, the
management of fishery exploitation is
problematic. Unsustainable exploitation
has occurred in most parts of the Tonle
Sap. As a result, the catch per boat has
decreased and the price of fish has gone
higher. This has greatly impacted liveli-
hoods in rural Cambodia.   

The objective of this article is

(1) to assess the current government
fishery policy (2) to assess the impact
of fish management in Cambodia (3)
to find a way to enhance sustainable
fishing in Cambodia.

In order to attain these objec-
tives, the EIC research team visited
two fishing communities in two
provinces by the Tonle Sap: the
Anlong Rang fishing community in
Pursat province and the Kampong
Tralach fishing community in
Kampong Chhnang province.

Fishery Management Development

Cambodia is a country which
is rich in natural resources such as
fish and forests. It has exploited fish
resources since the ancient times of
Angkor. In that era, the economy
depended on two main sectors: rice
and fish. These two have traditional-
ly been the main food staples for
Cambodians.

In French Colonial times, the
government leased out fishing lots to
generate revenue for the state. During
this period, fish resources were not
equitably distributed because most of
the benefits fell to a handful of minor-
ity elite whereas the general communi-
ty received only small benefits from
this fishery resource. 

After Cambodian independ-
ence in 1954, the government contin-
ued the fishing lot leasing system.
During the 1960s, there were conflict
problems in the form of disputes
between lot owners and villagers.  

In the 1973, the Lon Nol
government issued a ban on the fish-
ing lot system, reasoning that this
system was unsuitable. In the Khmer
Rouge period, fish exploitation was

very low while the rice sector was
strong because most of Cambodia
was converted into rice fields.

In the 1980s, Cambodia was
under Vietnamese occupation. It was
then free to fish in any way. During
this time, there was a lot of destruc-
tive exploitation such as the use of
electrocution, explosives, etc.

In 1988, the government
introduced the fishing lot leasing sys-
tem in order to increase state rev-
enues. The government wanted to
increase local sources of finance
after the sudden fall of the former
Union of Soviet Socialist Republics

Box 1: Anlong Rang Fishing
Community

The Anlong Rang Fishing
Community was established in 2002
with the support of the Cambodia
Family Development Services
(CFDS). The members of the com-
munity comprised 100 families. The
lot area for the community is 575
hectares. The community catches
about 2 tonnes per day while the big,
illegal fishermen catch a much high-
er amount (many hundreds of tons of
fish per day per boat).

The CFDS supplies loans
to the community members. The
amount of money available for loans
is US$5,000. Without collateral,
each member can borrow US$90 for
a period of one year. The interest
rate is 36 percent per year. The
accumulated interest from the loan is
put to good use for community oper-
ations. On average, a loan of one US
dollar generates an income of US$3
per year. This makes them under-
stand the value of ownership of nat-
ural resources and they are active in
protecting their fish resources.

Source: EIC, survey with board of fishing com-
munities and small-scale fishermen, January
2005

Figure 2: Workforce in the Informal Economy

Source: Economic Institute of Cambodia (EIC)



Poverty Reduction and the
Informal Economy 

In Cambodia, the fight
against poverty through economic
development is problematic. In spite
of the relatively strong economic
growth of about 6 percent per annum
(1994-2003), the poverty rate has risen
from 36% to a higher rate ranging
from 40 to 45%. Little benefit has
trickled down to the rural areas where
the vast majority of the population
live. This is one of the consequences
resulting from the uneven distribution
of resources and incomes. 

People in the informal econo-
my have worked hard but are still vul-
nerable, marginalised and poor. This
workforce is large and has made sig-
nificant contributions to the economy.
Thus there is a need for appropriate
regulations, laws and policies to guide
the informal economy. Indeed, the
constitutional value of rights of infor-
mal participants indicates that they
should enjoy an equitable distribution
of incomes, assets and resources and
benefit from the economic develop-
ment of the country in the same man-
ner as the rest of people do without
any discrimination whatsoever.

Assisting the informal econ-
omy may improve income and pro-
ductivity and the conditions of work
for all people, especially the poor and
therefore help alleviate poverty in the
country through economic develop-
ment and eventually fulfil the aspira-
tions of alleviating poverty pre-
scribed in the Poverty Reduction
Strategy Paper as well as the UN�s
Millennium Development Goals.

In summary, there is no reason
that major stakeholders should disre-
gard the main component of the econ-
omy where the majority of the popula-
tion, particularly the poorest and the
most vulnerable groups of people, are
working and doing business.

The bottom line is hence to
identify an extensive range of those

appropriate policies and initiatives
which may benefit and reach those
working poor and marginalised
groups. The response to this situation
is to initiate a diversity of policies
aiming to remove all barriers to devel-
opment of the three essential players
in the informal economy � informal
enterprises, self-employed and infor-
mal workers. These barriers are weak
institutions, lack of good governance,
poor working conditions, lack of edu-
cation, lack of health protection and
poor organisation.

Concluding Remarks

Considering the critical con-
tribution of the informal economy to
GDP and employment, the informal
economy needs to be assisted. The
growth of informal enterprises leads
to employment and income genera-
tion and ultimately to economic
development. To assist the informal
economy, there is a need for appropri-
ate regulations to guide it. For
instance, costs and burdensome regis-
tration procedures need to be
reduced. In addition to legal or regu-
lation constraints, informal partici-
pants encounter a variety of social
constraints that hinder their develop-
ments. Assistance to the informal
economy should focus on the removal 

of these social problems.
The policies should focus on

the removal of impediments of infor-
mal participants, which is of vital
importance for the informal economy
to prosper. In general, informal enter-
prises need a conducive and enabling
policy, legal surroundings that pro-
vide a low cost of registration, simpli-
fied registration and licensing proce-
dures, incentives for registration,
appropriate regulations, better public
infrastructures such as roads, water
and electricity as well as opportuni-
ties to access finance, skills, technol-
ogy and markets.

There is patchy and uneven
distribution of income and resources
which indicates that poverty is unlikely
to be reduced despite economic growth.
Resolute strategies to eradiate poverty
are doomed to failure without address-
ing the problems in the informal econo-
my. The advantage of assisting the
informal economy is not only to drive
economic growth but also to equitably
and impartially distribute resources and
incomes to the poor and the very poor.

Nuth Monyrath

This article is compiled from a study report on
�Literature Review on the Decent Work in the
Informal Economy�, commissioned by the
International Labour Organisation (ILO).
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employer. In recognition of this dif-
ference, policy makers may find that
priorities are also different in terms
of decent work improvement.
Particular consideration should be
given to the difference in priority
between promoting decent work
through legislated protection, which
seems more appropriate for workers
in employer-employee relationships,
and promoting it through other meth-
ods (i.e, productivity development),
which seems more appropriate for
own-account and family workers.

Paid workers, on the other
hand, lack labour protection because
of weak law enforcement. In terms of
working environments, the situation
of real employees working in micro,
small and medium enterprises
(MSMEs) should be regarded as a
critical problem in the context of the
Cambodian informal economy.
Concerning this, an enterprise�s reg-
istration procedure should be
reduced and simplified in compliance
with the quantitative, financial and
geographic situations of the various
enterprises.

However, no matter what the
procedures are, enterprise registration
should not be a burden on the enter-
prises, especially a micro or a very
small one, but rather should be a
mechanism for creating an environ-
ment of more decent work. The legal
aspect of these types of work deals
closely with the financial situations of
enterprises where productivity devel-
opment should also be regarded as an
indispensable means of making these
activities more secure and decent. 

Raising Law Awareness 

A low level of awareness of
the law and rights at work seems to be
apparent within the informal econo-
my. This should be a common con-

cern calling for immediate interven-
tion from other stakeholders, espe-
cially the government, the ILO, local
NGOs, trade unions, associations,
local authorities etc, through short-
term training courses or seminars, tel-
evision programmes, or all other
means possible. The most important
rights to be highlighted should be the
freedom of association and the right
to collective bargaining. Workers in
the informal economy must learn how
to make their voices heard so that
their interests are taken into account. 

However, consideration
should also be paid to workplace
health and safety, protection from
exploitation and abuse, and access to
social security and health insurance,
recognizing in particular that women
are less likely to exercise these rights
than men. In collaboration with
donors and other social partners, les-
sons learned and best practices from
other countries should be implement-
ed in the country.

Improving Labour Administration

The labour administrative
mechanisms are indispensable
machinery for labour law enforce-
ment. In Cambodia, these mecha-
nisms are not yet sufficiently staffed
and equipped to effectively enforce
labour standards in all areas covered
by the present law. According to the
Director of Labour Inspectorate, the
main problem the Inspectorate cur-
rently faces is lack of capable human
resources. Moreover, no specific
labour administrations are seen
established to specifically treat infor-
mal economy workers, considering
the special nature of their work. 

In this regard, capacity build-
ing and institutional development
should be regarded as key issues in
the process of labour administration

improvement. Some aspects of access
to administration should be reviewed
to simplify the procedure where it
would appear to be too complicated or
require too much time and cost etc.

However, the establishment
of Labour Inspection Units in each
khan (administrative territorial
authority at the district level) in
Phnom Penh is a good example of
simplifying such procedures, making
administrative services more timely
and closer to work environments. It
would be laudable if the same mech-
anisms could be implemented in
some significant areas of informal
sectors, especially where special sit-
uations are most pronounced. 

Concluding Remarks

Extending labour protection
to the informal economy is a reason-
able mission which will be feasible if
proper attention is paid. Sufficient
surveys and impact studies would be
conducted before any reforms get
started. However, labour law exten-
sion alone will not effectively
improve working conditions in these
informal areas unless the govern-
ment�s other social and economic
policies tackle the same issues.

In the garment sector, the
application of labour legislation
seems to be considerable. So why not
in the informal sectors? The period of
time and the necessary strong com-
mitment by the government remain
key points in the context of the
Cambodian informal economy. 

Sieng Deline

This article is compiled from a  study
report on �Extending Labour
Protection to the Informal Economy�,
commissioned by the International
Labour Organisation (ILO).
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