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In recent years Cambodia’s foothold in the glolwair®my and the most prominent aspect of
its labour movement has been the textile and garmdastry. Cambodia’s position in this
global industry has been promoted as an ‘ethicadycer’ due to a monitoring program of
the International Labour Organization (ILO) inigdtby a bilateral trade agreement with the
US. The garment industry is one aspect of broatectsral adjustment programmes
implemented from the early 1990s that espouse endzgof poverty reduction and economic
progress. These policies are tied a priori to aehtitht regards economic growth led by
foreign direct investment, industrial exports, ptization,liberalization and higher
agricultural productivity, as the keys to developifeSocially constructing a dichotomy
between the ‘informal and formal’ economy is partkgparcel of this process. This article
demonstrates that Cambodia’s Labour Law contribiste€seating a precarious labour force
by adhering to the ‘informal-formal’ dichotomy.

This article focuses on two major groups of infolimag women workers in Cambodia: first,
those technically engaged in the informal econangtuding street vendors, unpaid family
labour and others; and second, women employeaimdl’ or registered workplaces such as
factories and restaurants where they either wor& siort-term casual or flexible basis
and/or lack a clearly defined employment relatiopsihe first group is quite clearly

working in the informal economy in terms of the laince they do not have an employer-
employee relationship or are specifically exemgiteth the labour law. The second group
are part of the informalization process. Technyctiley are protected by the Labour Law but
implementation is critically lacking.

Labour Force and Employment Data

Cambodia is an agrarian-based society and econathyestimates ranging from 80 to 90 per
cent of the population living in rural areas. Mamall to medium-scale landholders are
sending their children, predominantly young wonterthe cities to supplement the family
income and/or ensure its survival. Additionally)lrans of rural Cambodians have been
pushed off the land into urban and other ruralsafeawork. This is largely due to debt, lack
of title to the land and the interrelated consdlmaof land in the hands of an increasingly
polarized society. Hundreds of thousands of rumdl@ban poor have also migrated abroad
for work, primarily to neighbouring Thailand forlge in agriculture, fisheries and seafood
processing among other industries. In Thailand tfegn work without registration or legal
rights.



An overwhelming majority of Cambodia’s labour folisenot covered by the Labour Law.
Implementation of the Labour Law for those workiexshnically covered is lacking. Informal
economy workers are not recognized, not regulateldage not entitled to legal protection. In
the informal economy workers are subject to a widage of potential problems or abuses
because they have no legal rights, no protectialeuaccupational safety and health (OSH)
regulations and no access to social security piiotecThey are often subject to extortion,
bribery, repression and harassment—sometimes sexkyahuthorities.3

In 2003 the informal economy accounted for 62 et of gross domestic product (GDP)
and 85 per cent of the total workforce in Cambodazording to estimates by the Economic
Institute of Cambodia (EIC). In 2003 the remainirtgper cent of the workforce was
employed by formal sectors, especially in the gatmadustry (230,000 [increasing to
350,000 in 2008]), tourism sector (70,000), andlipwddministration (350,000). Although
contribution of the informal economy to the GDP Bkmwvly declined in recent years, its
contribution to the economy is still consideralaled its proportion of the labour force has
remained constant.

The Cambodian informal economy is made up of a lpugportion of own-account workers
and unpaid family workers. These two groups repteé@ per cent and 44 per cent of the
total workforce respectively, or a total of 84 pent, according to the Cambodian Labour
Force Survey of 200£.0f this, 70 per cent is found in agriculture. Olatif of them are
women. The total proportion of employment in agitizte, forestry and fisheries is going
down while persons employed in this sector aregam

Wages

Articles 104,105,107,108, 109 and 111 of the Lakh@w specifically deal with minimum
wage. The minimum wage ‘must ensure every worker @écent standard of living
compatible with human dignity’. There is not a gaheninimum wage in Cambodia; only
the garment industry is covered. On 23 October 20@5Ministry of Labour and Vocational
Training issued &rakas(decree) increasing the minimum wage of textilé garment
worker to US$45 a month for probationary workerd Bé$$50 a month for Undetermined
Duration Contract (UDC) workers (i.e. ‘regular werk’) (from US$40 and US$45
respectively). According to the ILO the average afgarment workers is roughly US$70
per month. However, according to interviews condddily Womyn'’s Agenda for Change
from 2004 to 2006, in reality many workers do ne¢rereceive the minimum.

The pay rate for night shift work has decreasedénch 2007 Prime Minister Hun Sen
successfully lobbied the National Assembly to amiredLabour Law to cut the wage for
night work from 200 per cent of the day wage to p80cent. He argued that the reduction
was necessary to make Cambodia a more attractee [pbr foreign investors to set up large
factories. On 20 July 2007 the amendment of thelkri39 and 144 of the Labour Law
went into effect.

Labour Law Only for Those with Contracts
According to the Economic Institute of Cambodia #mel ILO, the term ‘informal economy’

in Cambodia refers to very small-scale units prasyand distributing goods and services.
These units are composed of independent, self-gmglproducers, family labour, hired



workers or apprentices.

Cambodia has defined activities in its informalre@mmy as: those without a firm, identifiable
postal address; those that have self-employed w®e utilize part-time or full-time
workers; those that have a lot of labour-intensigerations and quick turnover; those that
use energy input from human or animal sourcesgtb®ut which data is unavailable
through census surveys; those that are not legadlygnized; those that take place in non-
structured premises; those that do not come underegulations, licence, or insurance, and
do not %ay any taXJobs in the informal economy are ‘informal’ in #ense that they are
mostly:

unregistered and unrecorded in official stas and thus not recognized, supported or
regulated by the government;

have little or no access to organized mayketslit institutions, formal education and
training institutions, or to many public serviceglamenities;

are compelled to operate outside the legahéwork and beyond the pale of social
protection, labour legislation and protective measpueven if they are registered and respect
certain aspects of the law.

The informal economy also includes employntenhe extent that workers are
undeclared (by both informal and formal enterpiisesl do not enjoy social benefits
mandated under the law.

In Phnom Penh, work in the informal economy inckidendors, shoe-shinemsptodops
cyclos anduk-tukdrivers, sex workers, mechanics, garbage collectors, ssnale gasoline
sellers, road-side/sidewalk vendors, constructiorkers and all domestic workers. In rural
areas they include farmers and workers in non-faetivities such as fishing, fish processing,
mining, spinning and weaving, food processing, haaft-making and vending. In short,
these are activities that are not legally recoghiaegely due to the lack of a clearly defined
employer-employee relationship (see below), whesekwakes place in non-structured
premises, where work is conducted without any r&gans, licence, or insurance, and where
taxes are not paid.

Many people in the formal economy, including tehthousands of civil servants are also
engaged in the informal economy to supplement thsufficient income. For example many
work asmotodopsn their time off. Other workers employed in tloerhal economy such as
small-scale textile and garment factories/workshanps$ service sector jobs in restaurants and
massage parlours are outside of legal protectiorefisons including lack of registration of
the workplace, employers who do not declare thapleyees to the Ministry of Labour and
Vocational Training, and a myriad of other techhicszs.

The most important aspect of Cambodia’s Labour tegarding the informal economy is
employment contracts. Specifically, Articles 2 éhdefine terms of employment contracts as
an agreement in which one person (the employeegado work for wages for another
person or company (the employer). These contractde written or oral. In summary, the
Cambodian Labour Law only provides for the protatiof workers and employers having
employer-employee relationships. This means thatynoacupations are excluded from the
Cambodian labour legislation, such as self-emplayerkers (absence of employer-
employee relationships), unpaid family workers e of remuneration), and some home
workers or outsourced workers (without clear emetesmployee relationships).

Despite restrictions of the Cambodian labour legish’s application to the employer-



employee relationship, Sieng and Nutbntend it is quite progressive. ‘First, it applte
enterprises employing just one or more workersn@rea discontinuous basis. In other
words, notwithstanding the scale of enterprisestal@dishment, workers in the enterprise or
establishment are subject to the labour proteaimhrined in the legislation. This is meant

to extend the labour protection to a wider arragmerprises and people including sweatshop
production. It recognizes that the Cambodian pe\&&ctor is comprised of a large number of
micro, small and medium enterprises (MSMES)'.

Informalizing Labour in the Garment Industry

The first factories producing textiles and garmdatsexport opened in Cambodia around
1994, with foreign investors from Hong Kong, Taiwdalaysia and Singapore. The
industry is still dominated by foreign investorsar@bodians currently account for only 5 per
cent of ownership, while management is also gelyaraported from mainland China or the
investors’ home country, meaning Cambodians ardaag in the lowest wage, deskilled
aspects of the production procésghese initial investors were attracted to Cambéafia
several reasons. Primarily, Cambodia’s lack of guestrictions to the US market from the
mid-1990s until 1999, combined with quota-constsaother producing nations in the region
experienced, led to significant expansion of tlstry. Since Cambodia was not a party to
the quota system under the World Trade Organizati®iTO) Multi-fibre Arrangement it
was free to sell into the US and EU markets, bos¢hcountries were free to limit or cut off
market access at will. Of course, investors wese attracted to the abundance of cheap,
unregulated labour and low cost land. Employmestihereased dramatically from about
100,000 workers in the industry in 2000 to roug®p,000 in 2008. The garment industry
has been subject to relatively thorough factorpatsions under ILO monitoring and its
Better Factories Cambodia Programme (initiatedd®1). The benefits of this programme
for workers and the sustainability of any gainsdebatable. ILO Programmes have been
quite successful in regularizing terms of employtmerhe industry, yet that is currently
being eroded.

Under Cambodian Labour Law there are two main caieg of employment contract.
Workers may be employed on Undetermined Durationt@ots (UDCs) or Fixed Duration
Contracts (FDCs)° As their names suggest, a UDC is valid for anroitéid time, while an
FDC is valid for a specific period of time. The Gtan of Cambodia Apparel Workers
Democratic Union (C.CAWDU) stated in an intervidvat from 2001 (when the federation
was formed) until 2005, a majority of workers igistered textile and garment factories were
employed as regular workers (UDC) with associatmtkefits such as sick leave and maternity
leave, regular wages, holidays and the like. SBOf¥ with the end of the quota regime
under the WTO there have been numerous changhs fadtories: the piece-wage rate has
gone down, and the use of flexible labour (in thef of FDCs, mentioned above) has
increased. Also, outsourcing of production to hdmased workers or smaller, unregistered
‘sweatshop’ facilities has increased. These tremdisate that workers’ time in the factory is
pushed both in length (hours of work) and intengiyount of work accomplished).

A prominent means to increase productivity for nfsgagnant or decreasing wages is use of
the piece-rate system. Currently there is no minimage for piece rate work. Article 108
stipulates that an average piece rate worker neuabke to earn the minimum monthly wage
by working the same hours as a worker on a contfagrvice™! Implementation of this
stipulation has been a constant point of confherdhe past several years. The increased use
and intensity of this system in Cambodia coinciébk numerous shifts of the textile and
garment industry at the global level. Steep contipetputs factories under greater strain to



produce more goods at low prices. Numerous workéesviewed by Womyn’s Agenda for
Change (WAC) said that the piece rate declined theecourse of 2006. At a Mean Chey
area factory the rate is now just US$0.02 per dgeces (in the quality control section), so
that take-home pay for regular workers is well bethe legal minimum wage of US$45.
Piece rate wage systems give low-wage workers@ntive to maximize time at their work
station, at the expense of rest time or even tharoom breaks, which negatively impacts
their health?

While the rate of piece wages is a major pointasftention in Cambodia, the use of flexible
labour is another. Employers are increasingly usifymal/flexible labour employed on a
day-to-day or short-term period as part of efftotsnaintain or increase profits and avoid
demands of organized workers. Ms Anne Ziebarttgllagvisor for the ILO’s Better
Factories Cambodia stated, ‘An increasing numbgaoient factories have started to use
FDCs for all workers, which is troubling becausmdy indicate that they misunderstand the
appropriate use of the different types of contramtghat they are using FDCs to undermine
workers’ employment security’ (Better Factories @awlia 2006). According to C.CAWDU,
the use of flexible labour began in larger knittfagtories which employ from 3,000 to
10,000 workers, primarily in Kandal Province wharagonization rates are highest. Over the
past year C.CAWDU has found that use of flexiblolar has spread to both smaller knitting
factories and garment assembly factories of afissiElexible labour can be employed on a
day-to-day basis, where pay is daily, or on shemmattwo-month contracts, which can legally
extend for up to a year. C.CAWDU reports that @3 workers are hired as regular
employees their time as temporary workers is ncbfad into their seniority and benefits.
These workers work side by side with regular emgésy with different coloured name-tags
or uniforms as a form of separation in lines andkamits.

Many factories exploit loopholes and keep workersloort-term contracts well beyond the
one year limit. Others will not allow male workeesbecome regular, out of fear that they
will become union leaders, as men are perceivée tmore likely to be union activists. Some
only allow workers to become regular if they futfértain requirements, such as not asking
for leave during their first three months of wook,being unmarried.

The ILO confirms that employers prefer flexible daio (FDCs) to regular workers (UDCs)
‘...because they believe that it is easier to teatd workers™ Employers are under no
obligation to renew a flexible worker’s contracteafit has expired, but they are prohibited
from firing flexible workers for illegitimate reass, including anti-union discrimination.
Cambodia’s Labour Law is clear that all workersénthe right to join and form a union,
regardless of the type of contract. Employers apeeted to have a valid business reason or
justification based on the worker’s aptitude inidexy whether to terminate a flexible
worker’s contract. Without a valid reason an emplag liable to pay damages to the worker
in addition to legally mandated 5 per cent layadfinpensation.

The piece rate and use of flexible labour have Imeajor factors in the sharp increase in
plant level strikes in Cambodia since 2006. In 20G6ILO stated, ‘We are seeing more
disputes arising over the type of contract useshtploy permanent workers, with workers in
some factories complaining that they lack secwitgmployment because they are working
under repeating short-term FDC3'Other issues leading to industrial disputes inelud
unjustly dismissed union activists, sexual harasgsraed demands over benefits. Regularly
strikes and agitation from plant level activist¥@aesulted in regular workers being sacked
and replaced with flexible labour.

Workers’Responses, Initiatives and Struggles



Since the transition to democracy began in Camhbiodi®91 there has been a dramatic
increase in both the number and extent of actwitietrade unions and NGOs contending for
space in civil society® Since the founding of the Free Trade Union of Viéeslof the
Kingdom of Cambodia (FTUWKC) in 1997 there has baenajor spike in the number of
trade union federations and plant level unionsamgents, particularly in the years since ILO
monitoring began in 2001. In mid-2006 there wer2 8&de unions in 270 garment factories,
according to the Garment Manufacturers Associatiocbambodia. Nearly 60 per cent of the
workers in the industry are members of trade uniBus, only about one per cent of the total
labour force is unionized, and outside the garmaedttourism/hospitality sectors, the trade
union movement remains quite weidk.

New Forms of Organizing

Currently in Cambodia there is not a clearly idiggibie informal/precarious workers
movement. Registered trade unions most relevathietanformal economy are the
Cambodian Union Federation of Building and Wood Wéos and the Cambodian
Construction Federation of Trade Union. Informalre@my workers associations are
registered under a more complex set of rules WaghMinistry of Interior. An example of this
kind of association is the Cambodian Associatiorifiéormal Development. In 2006 another
association of informal workers was formed, theejpehdent Democratic Informal Economy
Association (IDEA).

IDEA joined C.CAWDU, a progressive/independent ¢rahion federation with over 30,000
members, the Cambodian Food and Service Workemrsr&woh (CFSWF) and the Cambodia
Independent Civil Servant Association (CICA) torfothe Cambodia Labour Confederation
(CLC).!® The vast majority of CLC members are from texdifel garment factories and the
food and service sector. CLC has not yet develapeehtralized strategy in terms of their
organizing in the informal economy or informaliziladpour.

C.CAWDU, IDEA and other CLC members do not orgar@zggnificant proportion of these
workers with the immediate intent to negotiate kective bargaining agreement or pursue
other tripartite functions. Many trade unionistsyntiaink it is pointless to organize if there is
no employer with whom the workers can negotiatas ) obviously, impossible for a
number of informal economy or informalized workeFae underlying objectives for CLC
members are primarily social and to an extentigaliind correspond to the immediate
concerns of their members. Social organizing agédlladvocacy is an underlying aspect of
their organizing strategy. Rather than considearaonv economic functionality to trade
unions these organizations are, to an extent, pgdfeyond the conceptualization of trade
unions prevalent throughout much of the post-waiode

Conclusions

Cambodia’s Labour Law is comprehensive and relptipeogressive but coverage and
implementation is critically lacking. A salient erple is Cambodia’s high profile garment
industry. Competition in the global garment indyssrintensifying and the ILO is in the
process of handing over the Better Factories Prograto local stakeholders. The
government has not rigorously implemented the laang stage, leading to concerns that
flexible labour may take on the competitive advgetaver ‘ethical production’ in the
coming years.

For those in the informal economy the situatioeven more critical. 85 per cent of the
labour force is not covered by the Labour Law. @atential way to overcome the problems
facing informal economy workers is to extend tHmlar law to include all workers.
However, as the ILO has noted, extending the latawaiis complex and contradictory. A



point of concern is that enforcing contracts argisteation of business establishments may
drive workers into more precarious situations. bhsiness registration process has been
simplified since 2004, but the registration feasshigh as US$250 to US$36dFor street
vendors and other small-scale enterprises in tloenral economy where incomes are very
low, this fee is well beyond reach. Furthermore, ltlenefits associated with registration do
not outweigh the costs, given the low level of absecurity and other benefits such as
retirement, health care and the like. Despite #oe that a social security law exists in
Cambodia, a system to implement it has not yet pe¢mto place. Given these
circumstances, the revenue for social securityahedr benefits should not come from small-
scale employers. Rather, it should be a governprewision.

This article has suggested that individualized tiagjon with government and employers is
not feasible in Cambodia. Furthermore, the forncahemy accounts for a very low
proportion of Cambodia’s labour market, meanindembive bargaining in tripartite models is
difficult if not irrelevant in this context. Accomayly, new and creative forms of social
organizing and empowerment are necessary to adithesecial and economic precarity
facing a vast majority of Cambodians. The resofutbthis may include macro-economic
policy reform that would generate a budgetary miowvi for workers in small scale industries
and sectors. Pressure to implement this kind afrnefis not likely to come from the World
Bank, IMF, Asia Development Bank and garment caxpons prominent in Cambodia’s
socio-economic transition to date. Rather, gragsreacial-worker activism and
progressive/radical organizational activists asensal in opening the debate, dialogue and
action on these issues.

One of the primary advantages for organizing infalremd informalizing labour in Cambodia
is that it has is a quite young and vibrant labmovement with many committed activists.
Numerous activists working with trade unions and@®$Gre thinking of new ways to address
the many challenges confronting the labour movenimbugh this we find much needed
conceptualizations and practices that are transfgyfpassive victims’ of history and the
global economy into agents of change in Cambodia.
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