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Key Takeaways

Cambodia’s economy has grown significantly in recent years, transitioning from a low-
income to a lower-middle-income country and aiming for upper-middle-income status by
2030.

Special Economic Zones (SEZs) are pivotal in driving industrial growth and achieving
Cambodia’s vision of transforming its manufacturing sector to focus on high-value, skilled
industries by 2025.

Cambodia’s path towards industrial development is hampered by constraints including
administrative inefficiencies, governance deficiencies, and high electricity costs. SEZs are
uniquely positioned to address these barriers to investment by improving service delivery,
enhancing transparency, and promoting renewable energy.

Reforms in SEZs can support priority sectors such as information and communication
technology (ICT), automotive, electronics, and medical products by fostering skills
development, establishing industrial ecosystems, and strengthening intellectual property
protection.
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Introduction
The Cambodian economy has seen major progress in recent years. In the decade prior to the
Covid-19 pandemic, Cambodia’s economy sustained an average growth rate of 7% per year. In
2016, the country transitioned from a low-income developing country to lower-middle-income
developing country status. According to its national development plan, the Pentagonal
Strategy, the country aspires to become an upper-middle-income country by 2030. 

To achieve this vision, the Royal Government of Cambodia (RGC)  has outlined five priority
sectors under its Industrial Development Policy framework:

Competitive, high value-added products such as machinery assembly, mechanical,
electronic, and electrical equipment assembly, means of transport assembly, and natural
resource processing;
Small and medium enterprises (SMEs), especially in drugs and medical equipment
production, construction materials, packaging equipment for export, furniture
manufacturing, and industrial equipment;
Supporting industries for the agriculture, tourism, and textile sectors and downstream
industries of raw materials;
Industries of strategic importance: information and communication technology (ICT),
energy, heavy industries, cultural and traditional handicraft, and green technology. 

Special Economic Zones (SEZs) can play a critical role in supporting the development of these
priority sectors. Cambodia’s growth model has historically relied on attracting foreign direct
investment (FDI) through low-cost labor. However, sustained industrial growth will depend on
improving the investment climate, trade facilitation, and policy coordination. These initiatives,
however, demand substantial institutional capacity and political commitment. SEZs can serve
as regulatory sandboxes, leading a concerted effort to pilot these initiatives in targeted areas.
This paper provides recommendations on how Cambodia could use SEZs to spearhead
improvements in the business environment.

SEZs in Cambodia
Today, Cambodia has 24 operating SEZs.  These zones collectively employ approximately
130,000 people, representing 1.4% of the total workforce, and house more than 450 factories.
SEZs are strategically located across the country including the capital, Phnom Penh, the
Vietnam, and Thai borders, and the southern Sihanoukville region. 

The legal foundation for Cambodia's SEZs was laid out in the Anukret (Sub-decree) No.
148.ANK.BK “On the Establishment and Management of Special Economic Zones,” enacted in
2005. SEZs are integral to Cambodia’s National Strategic Economic Development Plan 2019-
2023 and the Cambodia Industrial Development Policy 2015-2025. To establish a business in an
SEZ, a project must be certified as a Qualified Investment Project by the Council for the
Development of Cambodia (CDC). The CDC oversees the development and administration of
SEZs, ensuring that each SEZ meets the necessary criteria for infrastructure, investment, and
operational efficiency.
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Companies operating within Cambodia's SEZs enjoy a range of preferential incentives
designed to attract investment and support business growth. These include a nine-year profit
tax exemption, import duty exemption for equipment, value-added tax exemption, unrestricted
foreign exchange, and guarantees against nationalization and price fixing. Noticeably,
Qualified Investment Projects, both  inside and outside of SEZs, enjoy the same tax incentives.
However, SEZs offer additional benefits such as mature infrastructure, streamlined import-
export processes, and administrative support.

SEZs have significantly contributed to Cambodia's economic growth, with a total export value
of U.S. $25.7 billion  recorded between 2011 and 2023. Outside of SEZs, Cambodia’s
manufacturing sector is heavily dominated by garment factories. The industrial base in SEZs is
more diversified, with garments, footwear, electronics, and travel products accounting for over
90% of investment. 

Business environment analysis

Administrative efficiency 
Investors report that the RGC’s administrative processes and the cost of business registration
are the main obstacles to investing in Cambodia, according to a survey conducted among
EuroCham Cambodia member companies. The World Bank Doing Business Survey 2020 ranks
Cambodia 187th out of 190 economies in the ease of starting a business, with an average of 99
days required.

The current online business registration process does not always function as designed. For
investors seeking investment incentives and applying for the Qualified Investment Project
status, the CDC   has provided a one-stop service platform to streamline the registration
process. As stipulated in the Law on Investment, other agencies should not separately require
documentation already submitted to the service platform. However, users are often required to
provide paper copies of their supporting documentation, complete the online templates, or
resubmit their application due to system errors.

In addition to investment project applications, the consolidation of other administrative
procedures is also incomplete. In 2019, the Ministry of Economy and Finance launched the
Cambodia National Single Window, a comprehensive online platform for all documentation
related to import and export activities. Currently, the platform has integrated 5 out of 16
government bodies and is primarily used by the customs department. Businesses report that
they still need to use multiple platforms to process their shipments due to the inability to
upload certain documents on the National Single Window. 

Recommendations

In SEZs, the SEZ Administration office manages the on-site support for the one-stop service
mechanism.  It has the potential to pilot reforms in the business registration process by
focusing on several key areas:
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Quality of service delivery: Training staff and implementing standardized procedures will
improve consistency and reliability. The SEZ Administration can leverage its proximity to
investors within the SEZs and facilitate regular two-way engagement between Administration
staff and businesses. This will allow staff to understand practical needs while communicating
their capabilities to businesses, ensuring investors are well-informed about available support.
 
Integrated digital platforms: The SEZ Administration office can focus on fully implementing
digital platforms and integrating these with on-site services. The 2005 Sub-decree on SEZs only
stipulates the provision of on-site, in-person administrative support. As the RGC continues to
roll out the one-stop service platform and other digital solutions, the SEZ Administration should
be trained to cover the “last mile” of online registration. Additionally, zone developers can
advocate for the inclusion of digital administrative support in the ongoing drafting of the Law
on SEZs, modernizing the legal framework to align with current technological advancements.

Cross-agency collaboration: The SEZ Administration should lead cross-agency coordination
and data sharing for businesses in SEZs. Since the SEZ Administration is composed of
representatives from different ministries, it is uniquely positioned to facilitate interagency
cooperation. By leveraging these relationships, the SEZ Administration can help to ensure that
data and documents submitted online are seamlessly shared and recognized across different
agencies. This coordination can reduce redundancy and streamline the overall registration
process.

Transparent and accountable bureaucracy
Legal and regulatory frameworks in Cambodia present persistent challenges to investors.
Business owners have identified corruption, particularly within the judiciary, customs services,
and tax authorities, as one of the greatest deterrents to investment. The World Economic
Forum's Global Competitiveness Report 2019 ranked Cambodia 134th out of 141 countries for
incidence of corruption, while Transparency International’s 2022 Corruption Perception Index
placed Cambodia at 150 out of 180 countries, the second lowest among Southeast Asian
countries. 

Several instances highlight the lack of transparency and predictability in regulatory decisions.
In May 2016, the government set caps on retail fuel prices without consulting petroleum
companies. Similarly, in April 2017, the National Bank of Cambodia imposed an interest rate cap
on loans provided by the microfinance industry without engaging relevant stakeholders.   

The absence of investor input and independent review in government decisions within SEZs
highlights a critical gap. While the zone developer sets internal rules and procedures for the
zone’s infrastructure and services, there is no clear mechanism for the developer or investors
to provide input on government decisions affecting the zone. SEZ management bodies—
including the CDC, the Cambodian Special Economic Zones Board,  the SEZ Trouble Shooting
Committee (SEZ TSC), and the SEZ Administration—are exclusively composed of
representatives from government ministries. This structure lacks an independent review
mechanism for the application of laws, increasing the level of regulatory risk perceived by
prospective investors, and potentially leading to increased financing costs as they seek
international lenders. Reducing these risks is crucial for retaining and expanding investment
flows.
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Recommendations

Transparency: An official, consolidated collection of relevant regulations can improve policy
transparency and accessibility. While the Council for the Development of Cambodia  lists many
regulations on its website, this resource needs more frequent updates, greater coverage, and
better accessibility for international investors. Recent updates or draft decrees open for public
input are currently not included, making it difficult to stay up to date with regulations or
provide input during consultation periods.

The new Law on SEZ s, currently in deliberation in the Assembly, can reduce the complexity of
the current SEZ regime composed of various sub-decrees. In the new law, the RGC should
adopt provisions that increase the transparency and clarity of decision-making processes. An
effective legal foundation for investment policies should clearly define the roles and
responsibilities of each agency involved, establish clear and objective application approval
criteria, and minimize arbitrary decision-making.

Accountability: The current provision does not give Cambodian SEZs sufficient ability and
incentive to redress investor complaints. The main complaint resolution body in SEZs, the SEZ
TSC, “receives any complaint and finds solutions to that complaint filed by Zone Developers as
well as by Zone Investors,” according to Anukrat No. 18. The TSC is chaired by the Chair of the
CDC and composed of the Ministers of Economy and Finance, Commerce, Labor and
Vocational Training, and other agencies. Hence, the TSC may lack the capacity to handle day-
to-day grievances due to their high-level responsibilities. Additionally, the structure does not
insulate the committee from shifting political pressures, making it difficult to address
complaints impartially.

The current set of SEZ regulations does not outline the specific procedure for the SEZ TSC to
handle complaints and escalate issues to relevant ministries. In the new law, the RGC should
clarify the relevant procedures and consider supplementing the TSC with additional
accountability measures:

An SEZ ombudsman: An independent, confidential, and impartial official, appointed to
represent the interests of the public, can liaise between investors and the TSC to
investigate complaints and ensure fair treatment. By granting it financial and operational
independence, the ombudsman can balance business interests and public policy
objectives.
An administrative court: Many countries, including Thailand and Vietnam, have a system of
administrative courts for individuals and businesses to appeal for decisions by a public
body. The court can ensure that decisions regarding Qualified Investment Project status,
tax liability, and regulatory compliance are made fairly and offer investors a reliable
mechanism for resolving disputes.
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Electricity price

The cost of electricity in Cambodia is among the highest in Southeast Asia, with industrial
electricity costing U.S.$0.148   per kilowatt hour (kWh), compared to U.S.$0.123 in Malaysia,
U.S.$0.113 in Thailand, U.S.$0.075 in Vietnam, and U.S.$0.027 in Laos. Additionally, frequent
power outages, especially during the dry season, further hamper business operations.
According to the World Bank, firms in Cambodia report a 3.6% loss of annual sales due to
power outages, leading to a costly reliance on diesel backup generators which have high
carbon emissions.

Cambodia’s electricity constraints stem from the growing power demand amidst the country's
rapid economic growth. The aging grid system requires modernization, adding to the capital
expenditure that must be shared among utility customers.

To enhance its generation capacity, Cambodia should accelerate the development of
renewable energy. A growing number of countries, including China, South Korea, and Japan,
have pledged to not invest in new coal projects, complicating Cambodia‘s efforts to secure
international funding for coal plants. Additionally, the increased emphasis by multinational
corporations and international buyers on supply chain sustainability positions renewable
energy as key to Cambodia’s competitiveness.

While Cambodia currently has 50% renewable energy in its generation mix, which is relatively
high compared to other ASEAN countries, planned developments may reduce this to 35% by
2030. Given that Cambodia has one of the highest solar irradiances in the region, unlocking
solar power potential is crucial for sustainably increasing the energy supply and lowering
electricity costs for businesses, thereby creating a more attractive environment for foreign
investment.
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Recommendations

The current electricity tariff regime provides perverse incentives for the industrial sector to
install solar panels. Where other consumers in Cambodia pay a flat per kWh rate, rooftop solar
users are subject to a two-part tariff. The first part is charged per kWh of electricity consumed
from the national grid and is lower than the rate for general users. The second part, a
compensation tariff, pays for the use of the national transmission and distribution network and
is proportionate to the consumer’s overall electricity usage--from both solar self-generation
and the national grid. This rate structure can sometimes result in higher fees for using rooftop
solar than solely consuming electricity from the national power grid. In Cambodia, rooftop
solar is the only electricity technology subject to the compensation tariff.’

The compensation tariff is partially the result of the complexity of integrating rooftop solar
into the current grid system. Unlike centralized, utility-scale generators that feed directly into
the national grid, such as a solar farm, a dam, or a nuclear plant, rooftop solar panels supply
the user’s own consumption. Because they depend on weather conditions, they often generate
electricity intermittently, which can lead to variability and instability in the grid. Rooftop solar
systems are dispersed across many locations, making grid management, and balancing more
complex. Additionally, rooftop installations typically require upgrades to local grid
infrastructure, increasing costs.
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As Cambodia continues to address these challenges, SEZs are well-suited to serve as pilot
areas for a more favorable tariff environment for rooftop solar, due to several factors:

Grid impact mitigation: SEZ developers can invest in necessary on-site infrastructure to
ensure grid stability and compatibility with solar panels. This includes upgrading
transmission lines and installing batteries to store excess energy and provide a reliable
power supply during periods of high demand or low solar output. Additionally, solar energy
generation and most manufacturing activities both occur during daytime hours, aligning
energy production with peak industrial demand and further enhancing grid stability.
System visibility and management: The concentration of industrial and commercial
activities within SEZs also facilitates power demand visibility and management. SEZs’
dedicated administrative bodies can lead the coordination between factories, SEZ
developers, and the national utility company.
Efficient infrastructure investment: Solar panels installed at SEZs are located at the point
of consumption, thus reducing transmission losses. SEZs often have dedicated transmission
and distribution infrastructure, delivering cost savings for the national grid company.

By promoting solar power generation in SEZs, Cambodia can lower the utility bill for investors,
attracting manufacturing and technology industries that tend to be electricity intensive.
Moreover, the transition to clean energy can make Cambodia more appealing to international
investors with decarbonization commitments.

Promoting strategic sectors
In addition to addressing barriers in the overall business environment, SEZs can stimulate
growth in priority industries. Through fostering close collaboration and engagement between
SEZ tenants, SEZs have a unique capacity to understand and respond to specific business
needs, providing tailored solutions. Below are several potential strategies for SEZs to support
key sectors.

ICT:  Private sector-led skills development
The ICT industry in Cambodia faces significant constraints due to a lack of skilled labor.
According to the 2021 Cambodia Socio-Economic Survey, only 12% of the total working-age
population has completed secondary education or above. In addition, Cambodia ranks
towards the bottom of its Asian peers in advanced digital skills, such as using spreadsheets or
preparing presentations. Many businesses report that they are forced to teach employees
foundation level skills, such as basic arithmetic. This situation necessitates extensive on-the-
job training. 

By modifying the apprenticeship requirement, SEZs can facilitate this process by allowing
companies more flexibility in tailoring their training programs to specific needs. Currently, the
Labor Law requires all businesses with more than 60 employees to include a certain
percentage of their staff as apprentices. Non-compliance will result in a fine of 1% of total
annual salaries. However, internships are not recognized as a legal alternative to
apprenticeships, despite being designed to suit higher-skilled jobs. Relaxing this regulation
within SEZs would ease business constraints, attract high-tech industries, and promote skills
development by allowing for training models that better align with industry requirements.
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Automotive and electronics: Establish industrial clusters 
Sustaining growth in the automotive and electronics industry will depend upon upgrading to
higher value activities, moving from manufacturing of simple components towards leveraging
advanced technologies for final assembly. Currently, automotive, and electronic component
manufacturing are accelerating in Cambodia. From 2015 to 2019, annual exports of automotive
components exceeded $200 million, while exports of electronic components surpassed $900
million, with growth rates of 36% and 24%, respectively.  The country has benefited from
country-plus-one strategies, where labor-intensive parts are made in Cambodia for transport
to assembly plants in neighboring countries such as Thailand and Vietnam. At the same time,
while there is significant two-wheeler assembly activity in Cambodia, there are limited
backward linkages between these assemblers and local SME component suppliers in
Cambodia, resulting in the import of most of these components.

SEZs can play an important role in building up the local supplier ecosystem. By developing a
supplier match-making platform, SEZs can benefit both assembly line investors and the local
economy. For assemblers, streamlined local sourcing can reduce costs and enhance efficiency
through closer proximity. The local economy will also benefit from the growth potential of
tapping into a larger market.

Medical products: Strengthen intellectual property protection
Cambodia experiences widespread production and distribution of counterfeit medicines,
which deter investment from international pharmaceutical companies. The United Nations
Office on Drugs and Crime reports increasing production of counterfeit medicine in ASEAN
countries as Chinese and Indian pharmaceutical producers transfer their manufacturing
processes to Malaysia, Vietnam, and Cambodia. In 2020, the Cambodian Counter Counterfeit
Committee (CCCC) destroyed 540 tons of counterfeit products, including 7.7 tons of illegal
medicines.

Cambodia's current policy framework for targeting counterfeit activity and protecting
intellectual property (IP) is inadequate. Following a major restructuring after allegations of
corruption last year, the CCCC no longer has the power to investigate and arrest suspected
counterfeiters. Although brand owners may pursue legal action through the local court system,
the process can be slow and expensive. Additionally, the current Trademark Law provides
insufficient protection as it does not account for intangible damages such as harm to a
brand’s reputation.

SEZs can lead the effort for IP protection by establishing a specialized IP court. This court
could exercise "three-in-one" jurisdiction over civil, administrative, and criminal cases, providing
a one-stop solution for IP-related issues. By operating as an independent agency, the IP court
can reduce the influence of vested interests and promote an effective and unbiased
bureaucratic process.  
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Future opportunities and how DGA-ASG can support

SEZs remain a strategic focus in the RGC’s economic policy and FDI strategy. Since the
beginning of 2024, the RGC has engaged delegates of the Japanese, British, Indian, and South
Korean governments to propose the establishment of bilateral SEZs. This new model will create
SEZs in Cambodia that are exclusively open to investors from one country. Compared to
existing SEZs, which are all run by private developers, the new model could garner significant
government support for investor attraction and trade facilitation. New SEZ models are also
being developed to reach new sectors. A partnership between Cambodia and Australia is
implementing Cambodia’s first Agri-food Industrial Park. As most agricultural products are
currently exported as raw materials, this initiative can facilitate expansion to downstream
agricultural activities.

In its Industrial Development Policy, Cambodia aims to transform its manufacturing sector
from labor-intensive to highly skilled by 2025. Sustained development that matches the growth
rate of the past decade will require constant policy reform and innovation. DGA-ASG’s team of
regional and SEZ experts can help zone developers to identify growth opportunities, engage
with key stakeholders, design improvements to regulatory frameworks, and develop new
offerings to tap into the potential of Cambodia’s priority sectors.  
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Global coverage for global needs.
12 offices | 34 extended locations

DGA Group is a global advisory firm that helps clients protect – and grow – what they
have built in today’s complex business environment. We understand the challenges and
opportunities of an increasingly regulated and interconnected world. Leveraging the
experience and expertise of Albright Stonebridge Group, a leader in global strategy and
commercial diplomacy, and a deep bench of communications, public affairs,
government relations, and business intelligence consultants, we help clients navigate
and shape global policy, reputational and financial issues. To learn more, visit
dgagroup.com and albrightstonebridge.com. 

About Us

Please contact Michael Castle-Miller, Partner
& Lead in the SEZ Practice, at Michael.Castle-
Miller@dgagroup.com or Anthony Nelson,  
Associate Partner in the East Asia and Pacific
practice, at anthony.nelson@dgagroup.com  
with any questions or to arrange a follow up
conversation.
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