Informal Economy in Cambodia

The Social Aspect

of the Informal Economy in Cambodia

Informal economy participants encounter a wide range of social constraints.

If these social problems are to be removed, they will prosper and have a decent livelihood.

In the informal economy,
social problems are everywhere. Some
of these are: a lack of employment,
lack of labour protection, poor work-
ing conditions, poor social protection,
and limited voice and representation to
make their problems heard by policy-
makers. From a social perspective,
women s conditions seem to be more
vulnerable than the men s.

This section intends to bring
a wide span and a broad picture of
social problems encountered by
workers in the informal economy to
the attention of policymakers at all
levels. If enough attention is paid to
the social problems of informal
workers, they will prosper and have a
decent livelihood.

Women in the Informal Economy

A National Institute of
Statistics (NIS) survey indicates that
women take a huge proportion of
unpaid work while men dominate the
category of self-employed. Also,
men are more numerous than women
in other paid work categories. The
discrepancy between men and
women in terms of income genera-
tion in the informal economy is huge.
We may infer from the data that, in
the informal economy, women are
economically dependent on men.

Thus women in the informal
economy are disproportionately vul-
nerable compared to men and are pre-
cluded from a variety of opportunities
such as access to education, training,
land ownership, medical care, leader-
ship and so on. This economic condi-
tion of women in association with
social, cultural and political factors
results in a huge gap of inequality
between women and men. The limited
resources and opportunities for

women have excluded them from par-
ticipating in the political, cultural and
social activities of the country. This
serious disparity leads women into
lives of injustice, suffering and abuse
by men, including physical and sexual
violence. To conclude, there is a larger
gender gap in the informal economy
than formal economy.

Rights at Work

In the informal economy,
workers who typically do not work
under any contract and who may not
have a legally clear employer-
employee relationship receive no pro-
tection from the legal system. The
Cambodian labour code confines its
applicability only to an employer-
employee relationship that is created
in an employment contract. Certain
occupations in the informal economy
COdomestics or household servants and
agricultural workers in family enter-
prises O have been unfairly excluded
from legal protection. Unlike the for-
mal workers, informal workers are not
entitled to labour protection. This is

inconsistent with the international
norms including the Universal
Declaration of Human Rights, the
ILO fundamental conventions and
even the Cambodian constitution.

Informal workers have been
deprived of their basic rights at work
such as rights to just and favourable
conditions of work, right to equal pay
for equal work without discrimina-
tion, right to form and join trade
unions, reasonable working hours,
paid holidays, maternity leave etc.
Their rights have been very often dis-
regarded or subject to abuse. Their
tenure and duties are subject to the
discretion of their employers. They
are not able to negotiate and bargain
with their employers in exchange for
rights to which they are entitled.
Having their rights respected
depends essentially upon the benevo-
lence of their employers.

Poor Working Conditions and
Child Labour

Working conditions of infor-
mal workers are worse than in the

Figure 1: Employment Status by Gender in 2004

O other Worker
B Unpaid Family Worker

down A

Worker

100%-
80%
60% 1

40% 1

20% 1

0%
Male

Source: National Institute of Statistics (NIS)

Female

Economic Institute of Cambodia

January-March, 2005



Informal Economy in Cambodia

formal economy. These workers have
limited skills, knowledge and educa-
tion and little access to information
about work hazards. They are at high
risk of exposure to serious occupa-
tional safety and health hazards, for
instance at dumpsite workplaces.

These workers lack means
and resources to reduce hazards asso-
ciated with their work. Serious,
unhygienic conditions not only
threaten workers, but also their fami-
ly members, particularly those home
based workers who bring diverse
types of materials, equipment and
machines into their workplace
homes. Some workers are not even
aware of these work hazards owing
to their limited skills, knowledge and
education.

Furthermore, many children
work in the informal economy. The
2004 survey by the National Institute
of Statistics (NIS) shows that in
Phnom Penh alone, child domestic
workers account for about 10 per
cent of the total Phnom Penh chil-
dren of 292,119. Unhygienic work-
places for children have been found
very often. Because of low income
and productivity, workers have no
choice but to work in very unhygien-
ic environments just to survive. For
purely business reasons, children
have often been exploited and
abused.

Absence of Social Protection

Another predicament for
informal workers is the absence of
social protection. Informal workers
tend to suffer more than formal
workers due to the insecurity of
work, income and productivity.
These workers thus are not entitled to
coverage for occupational risks such
as work accidents and occupational
health hazards.

The correlation between
workers health and income and pro-
ductivity is irrefutable. Bad health
reduces workers ability to generate

income and improve productivity.
So, these people are still vulnerable,
without vigilant consideration of
their health conditions.

In Cambodia, AIDS/HIV
poses another serious problem relat-
ing to the lack of worker social pro-
tection. Cambodia has the highest
HIV infection rate in Asia; every day
20 more people are infected. The
United Nations Development
Program estimates that more than
160,000 people could be infected with
HIV by 2005. There is no clear-cut
information to prove that the
AIDS/HIV infection rate is higher in
the informal economy than the formal
one. However, the large number of
workers employed in the informal
economy statistically implies that
more of those workers are infected.
Moreover, low productivity, income,
skill and lack of education have
exposed informal workers to the HIV
virus. The high rate of HIV infection
obviously poses numerous social wel-
fare problems. HIV infected people
generally face discrimination from
their neighbours and employers and at
times lose their jobs when their condi-
tion becomes public. They must pay
for all or most of their health care. If
and when their productivity diminish-
es, their income becomes more unsta-
ble. If the infected person is a bread-

winner in the family, the relatives
including children and elderly may be
needed to help earn income to support
the family. Owing to these factors,
children may be unable to go to
school. All these pose a large threat to
the informal economy and to the
country as a whole.

Organisation

Participants in the informal
economy often are not organised and
have no voice, and when they organ-
ise, their organisation is not strong.
In Cambodia, there are only a very
limited number of associations that
work for the informal economy. They
have little say and cannot make their
voices heard. As a consequence, their
interests have not been subject to dis-
cussion by policymakers.

Informal participants
encounter a lot of difficulty in organ-
ising themselves for numerous rea-
sons. In general, the informal econo-
my is comprised of so many differ-
ent occupations and activities that
the people involved might have trou-
ble recognising their common inter-
ests. The vast majority of informal
participants are poor and need to
struggle to support their families.
Organising amongst themselves is
not their first priority but rather the
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daily need for survival. Besides,
these people lack education,
encounter threats, intimidation and
reprisals and are not aware of the
necessity of organising.

In effect, lack of organisa-
tion in the informal economy ham-
pers progress there. The informal
economy has little say in guiding
public administration to supply basic
public services needed by the poor
people in this economy. Also,
improving bad management and
inappropriate administration ulti-
mately leads to the attainment of
development policies and programs.
The qualities of public services are
critical elements to enable informal
participants to have better incomes
and a more productive labour force.
This facilitates the process of fair
distribution of resources, poverty
eradication and improvement of sus-
tainable social and economic devel-
opment strategies. Assisting the
informal economy to have a stronger
voice will, inter alia, promote
democracy and the rule of law.

The difficulty is how to help
people in the informal economy
organise. Actually, different social
and economic actors have different
roles to play for the solution to the
lack of organisation. These actors
consist of national and local govern-
ments, NGOs including community
based organisations and associations,
employers organisations  and
employees organisations. The roles
of these players will be discussed in
turn below.

Role of Policymakers

The policymakers of the
national and local governments need
to create an environment in which the
rights of organisation and representa-
tion within the informal economy are
protected and respected. It is neces-
sary to have legislation and policy
that encourages the active participa-
tion of the informal economy in

social dialogue with its counterparts
O national and local governments,
formal and informal employers,
employees, unions, NGOs and asso-
ciations. A genuine participatory and
consultative approach is thus neces-
sary where informal participants are
allowed to take part in decisions that
affect their daily lives.

Role of Civil Society

Civil society is another cru-
cial player in helping to organise
informal participants and make their
voices heard by the policy makers.
Civil society helps them create com-
munity based organisations and
associations and may further provide
some negotiation and advocacy
skills training and protective meas-
ures. This helps informal partici-
pants to bargain with public authori-
ties. NGOs also provide direct advo-
cacy for informal participants. The
enhancement of cooperation
amongst governments, civil society
and people for active social and eco-
nomic participation is also part of
NGOs roles.

Role of Employees Organisation

Both employers and
employees organisations have actual
interests in helping organise informal
participants. For the sake of the pro-
tection of all workers, irrespective of
where they work, unions may
strengthen their voices by opening
and expanding their memberships to
informal workers. Unions may com-
municate to informal workers the
advantages of joining their organisa-
tions by letting them know of some
successful actions to protect their
interests, and offering such concrete
benefits as skills training, thereby
helping them better understand the
actual benefits they may gain from
union membership.

For example, unions provide
their members with training courses

on labour law, child labour, health
and  work safety including
AIDS/HIV, and advocacy and legal
protection when issues arise as to
labour law. Trade unions may also
help informal workers in negotiating
collective agreements and in setting
up their own organisations.

Role of Employer s Organisation

Despite the limited linkage
between informal and formal enter-
prises, both face similar problems
such as stifling business regulations,
red tape, limited access to financial
capital, inadequate social infrastruc-
ture, restricted markets and a need
for capacity building. Thus, organi-
sations of formal enterprises might
consider expanding their member-
ships to informal operators. The
rationale is compelling  the addi-
tion of more and more voices could
provide the necessary push for pub-
lic administration to limit the con-
straints to doing business in
Cambodia and generate policies
more conducive to the common
interests of the formal and informal
sectors.

Concluding Remarks

There are interlinks between
these social problems and welfares
of informal participants. However,
social problems in the informal
economy are diverse and complicat-
ed, as the informal economy is made
of different groups of people, occu-
pations and activities. There should
be more specific studies on social
conditions of these different groups
of the informal economy, so that the
intervention and policies in remov-
ing the social barriers of the informal
participants may be an effective
driving force that best serves their
needs.
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