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Executive Summary 

• Under the 2021 Investment Law, the new mixtures of generous incentive 

schemes are practically modifying business and investment climate in Cambodia 

into an attractive asset. 

• The 2021 Investment Law stretches a lot of realistic flexibilities for the 

government to steer its investment policy direction in grabbing all the 

opportunities sparking up from the latest regional and global development 

without amending the law in order to incentivize specific types of investment 

projects in attracting those sudden investment inflows.  

• The promulgation of Cambodia’s new Investment Law at this time set off the right 

combination between the upward global trend of the production network 

restructuring and the readiness at the national level to embrace the relocation of 

production network in Cambodia, especially in the context of the Covid-19 

recovery. 

• With the leverage as an ASEAN Chair in 2022, Cambodia is able to drive several 

ambitious issues into the agenda as its key priorities and deliverables under its 

Chairmanship for the sake of its regional and national interests as well.  

• The main objective of this paper is to examine on the key regulatory framework 

progress that has been made on the investment laws and its implication to 

Cambodia in the aspects of global value chains and international trade 

landscape.  
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Introduction  

Cambodia’s investment law was put in place for the first time in 1994 consisted 

of 9 chapters with at least 26 articles, and it was amended in 2003 to revise a number 

of articles (RGC, 1994 and 2003). The 2003 Amended Law on Investment was made 

an important step, among others, with regard to the investment approval scheme by 

adopting the automatic approval system of the investment projects which must be 

completed within 31 working days after the investment project was filed into 

consideration for approval (RGC, 2003, Article 7 New). It is worth noting that the 

investment approval is neither to investors nor investing enterprises, yet it is to the 

investment project itself.  On top of that, there were also a number of Sub-decrees 

which were issued subsequently in order to facilitate the implementation of this 2003 

amended Law on Investment and related issues. Among them, there are two important 

Sub-decrees which aim to establish the Provincial-Municipal Investment Sub-

Committee (PMIS),1 and to establish the Cambodian Special Economic Zone Board 

(the CSEZB)2 under the CDC to promote the Special Economic Zones. Cambodia’s 

laws and policies on investment are fundamentally designed to encourage investment 

inflows into Cambodia only except for those sectoral areas which were listed in the 

Annex I of the Sub-Decree No.111 so-called the “negative list” to prohibited 

investments from both local and foreign investors (CDC, 2013). Nevertheless, another 

new version of Cambodia’s investment law has been recently ratified by the both 

Cambodia’s National Assembly and Senate, and His Majesty the King has issued the 

Royal Decree to promulgate this important legal document into immediate effect on 15 

Oct 2021. In this regard, the main objective of this paper is to examine on the key 

regulatory framework progress that has been made on the investment laws and its 

implication to Cambodia in the aspects of global value chains and international trade 

landscape.  

Universal Setting of Investment Laws 

Investment laws are not new, and they are typically adopted by numerous 

countries around the globe. Based on the UNCTAD’s investment policy monitor in 

2016, there are at least 108 countries that apply investment laws as the key instrument 

to supervise the investment inflows and/or outflows. With that, 64 investment laws 

have been enforced on both foreign and domestic investment, and the rest only 

focuses on foreign investment. Interestingly, there are more Asian countries having 

foreign investment laws, while African countries regulate general investment laws 

(UNCTAD, 2016). 

 
1 The Sub-Committee of Provincial-Municipal Investment has authority to approve investment projects which 

are less than USD 2 million. 
2 The Special Economic Zone administration is established to provide one-stop service for registration of 

investment projects and export-import approvals. 
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Figure 1: Investment laws currently in force, by period of adoption  

Source: Investment Policy Monitor, UNCTAD, 2016 

In fact, investment laws do not only constitute legal binding obligations to 

regulate investment, but also establish itself as the policy instrument to attract 

investment through various mechanisms. At the same time, having investment law 

does not mean that investment law is the only regulation that imposes on the 

investment projects. However, those investment projects are subject to other general 

regulations, including but not limited to regulations on taxation, competition, intellectual 

property, labour, which are still enforced by the Line Ministries. Most of the cases, the 

main objective of investment laws firmly emphasizes on the “investment promotion”, 

yet only a small number of them also includes “investment facilitation” as the key part. 

Characteristically, the investment laws cover the key points which are comparable to 

the Investment Treaties, and more than half of them provide accessibility to 

international arbitration (UNCTAD, 2016).  Under the investment treaties, it naturally 

deals with the rights of investors on the expropriation with compensation, to be treated 

fairly and equitably, to enjoy full protection and security, and to be treated no less 

favourably than national investors or from any third state (Schill, 2017-15). 

Investment Laws in the ASEAN Context 

Investment laws have differently played roles in relations to the investment if 

we look at the basic functions of them across the ASEAN countries. Remarkably, not 

every ASEAN Member State has investment law in place, and they are Brunei and 

Singapore. It is true that Singapore, which is one of the most attractive destinations 

for investors among the ten countries, does not have investment law. In fact, most of 

developed countries actually does not have investment laws, and they include 

Australia, France, Germany, UK and the US. For these countries, all of investment 

projects are governed by other general regulations or “sector-specific laws” that are 

consisting of “company laws”, “contract laws”, “environmental protection laws”, “land-
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use laws”, “laws guaranteeing compensation for expropriation of property” and “laws 

governing the issuing of banking licenses” (Bonnitcha, 2017). 

For those ASEAN countries with investment laws, these investment laws also 

have notable functions. For instance, Malaysia has “Malaysian Promotion of 

Investment Act” which are concentrated in providing incentive to investment. In 

Thailand, they also have two investment laws which are “Thai Foreign Business Act” 

and “Thai Investment Promotion Act”. The former governs the foreign investment by 

imposing restriction and putting conditions for them to comply with, yet the latter 

provides incentive schemes to encourage for more investments in its place. Also in 

Vietnam, investment law does not only deal with restrictions and conditions on 

investments, but it also provides incentive for both inbound and outbound investment 

at the same time. Nevertheless, for ASEAN countries with investment laws, the 

investment laws do not “operate in isolation” or in other words getting approval for new 

investment projects under the investment laws does not necessarily mean the 

investors can bypass their obligations under other general laws that impose other 

necessary requirements. With that some argued on the necessity of having investment 

law if investors still need to fulfil their obligations under general laws (Bonnitcha, 2017). 

The Essence of Investment Law  

Nonetheless, the major objective of having investment law in most cases is to 

attract new investment and reinvestment by providing various incentives as the tools 

to serve the government’s policy directions in promoting the economic development. 

With the right combination, the investment law is potentially able to contribute in social 

and economic development through promoting economic growth, diversifying and 

integrating economy, developing targeted certain industries, improving competitions, 

creating jobs, reducing poverty, and transferring technology and skills. The key 

components of investment laws that attract investors are technically the treatment and 

operation, guarantee and rights provided by the law which include national treatment 

or non-discrimination, protection or guarantee of compensation for expropriation, 

guarantee of free transfer of funds abroad, the use of investor-state international 

arbitration and other incentives.  

Key Takeaways under Cambodia’s 2021 Investment Law 

The adoption of Cambodia’s investment law at this time came from the priority 

workplan which has been indicated under Cambodia’s Industrial Development Policy 

2015-2025 (RGC, 2015). By comparing the key components of the original 1994 

Investment Law, the 2003 Amended Law on Investment and this new one, the 

progress which has been made is momentous, and it is undeniably one of the 

outstanding achievements of the Royal Government based on the following 

foundations:   

• The key basic elements of investment law have been well-

preserved and strengthened: although the investment law has been amended 

couple occasions subsequently over these past years, the latest version has 
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consolidated them and still continues to upholds the key basic elements of investment 

law which are expected to consist of equal treatment without discrimination regardless 

of nationalities, non-discrimination with regard to compensation or other resettlement 

based on market value, excepting the land ownership as stated in Land Law 

(foreigners can acquire land-use rights by long-term contracts),  the guarantee of 

government on compensation for expropriation, free transfer of funds abroad, 

protection of investors’ intellectual property, and importantly the international dispute 

settlement mechanism as agreed by both parties.  

• Providing more generous incentive schemes on eligible investment 

projects: under the latest version of investment law, incentive schemes have been 

categorized into three types such as (1) basic incentive, (2) additional incentive and 

(3) special incentive. Pertaining to basic incentive, it provides two alternative options 

for investors to decide which one is work best for themselves, either go for income tax 

exemption or capital expenditure (RGC, 2021, Article 26). Under this basic incentive 

scheme, the investment project that serves exporting purposes is also eligible for 

exemption of importing tax, excise and VAT on certain imported materials. On top of 

the basic incentive, investors who are utilizing local or domestic products as the inputs 

in their production process possibly receive another incentive so-called additional 

incentive by further exempting from the certain obligations such as importing tax, 

excises (or special tax) and VAT (RGC, 2021, Article 27). The incentive schemes 

under the 2021 Investment Law does not end up there, yet it still has another special 

incentive providing for specific investment project that potentially contributes to the 

economic development (RGC, 2021, Article 28). These new ingredients of generous 

incentive schemes under the 2021 Investment Law are practically renovating into an 

attractive asset in drawing more national and foreign investment projects in Cambodia.  

• New targeted sectors under the incentive schemes have been 

revised: under the 2003 amended Investment Law, Cambodia largely concentrated 

on nine specific industries as stated in the Article 12 New. On the other hand, this new 

version of Investment Law has a much broader scope and deals with the key sectors 

which will potentially assist Cambodia in positioning itself in the global and regional 

supply chains, supporting Cambodia’s industrial development, promoting economic 

diversification, and accelerating technology and skills transferring in Cambodia. In fact, 

in the Article 24 under the new version of Investment Law, it highlights those key 

sectors which essentially emphasize on investment projects that are by nature related 

to industry, agriculture, agro-industries, certain services, technology and innovation. 

More importantly, based on last point under that Article 24, it gives a lot of realistic 

flexibilities for the government to maneuverer its investment policy direction in the 

timely manner to seize the incoming opportunities which are sparking up from the 

latest global and regional without amending the law. With that, the government is able 

to incentivize specific investment projects which were not fully captured in the Article 

in order to attract those sudden investment inflows.  

• Investment project registration: the new investment law allows the 

registration procedure to be done by not only through CDC, but also through 
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provincial/city administration as it has delegated certain authority to sub-committee of 

provisional-municipal investment. In this regard, investors now to some extent possible 

have more options to register their projects. The new Investment Law has also 

shortened the period of the automatic approval system of the investment projects 

further from 31 working days (RGC, 2003, Article 7 New) to only 20 working days 

(RGC, 2021, Article 12). On top of that, registration procedures can be done via the 

new online integrated platform which is a new turning point toward efficiency and 

effectiveness to expedite the registration procedure and build confidence among 

investors.  

• Investment project cancellation: new several key points have been 

added into the new version of investment law if comparing with the 1994 and the 

amended 2003 investment law. They are the requirements of fulfilling tax and other 

obligations before and after the investment project cancellation. They need to be levied 

for construction materials, supplies and others in case that the intended project for 

cancellation has been literally operated less than 5 years after granted incentives. This 

is in order to avoid tax evasion. In addition to that, conditions and other requirements 

for cancellation procedures are still applied.  

Its Implication to GVC and Trade Policies 

There are two global mega trends that are pushing toward global and regional 

fragmentation of production process and also toward resilient international network 

restructuring. “Global value chain (GVC) expanded in the 1990s and 2000s, but that 

expansion has slowed since the financial crisis of 2008. One reason is lower global 

economic growth and investment. Another is the lack of major liberalization initiatives 

in recent years” (World Bank, 2020). However, with Regional Comprehensive 

Economic Partnership Agreement (RCEP) and Comprehensive and Progressive 

Agreement for Trans-Pacific Partnership (CP-TPP), which are the modern mega-

regional FTAs with its huge ambitious market assess liberalization and the 

harmonization of rules of origin, would start out the new wave for regional and global 

fragmentation of production, particularly in the Asia-Pacific region. On top of that, the 

Covid-19 pandemic has significantly disrupted the global FDI flows in 2020. Based on 

the UNCTAD report, in the developing Asia, only China that has increased FDI inflows 

by 6%, and countries in Southeast Asia experienced 25% decline. Under the pressure 

of the current pandemic crisis, Multinational Enterprises (MNEs) seek to improve their 

supply chain resilience including “(i) network restructuring which involves in production 

location decisions and, consequently, investment and divestment decisions, (ii) supply 

chain management solutions, and (iii) sustainability measures that have the additional 

benefit of mitigating certain risks” (UNCTAD, 2021).  

With the high rate of fully vaccinated people comparing with other countries in 

the Southeast Asia together with the timely responding measures to control the 

pandemic, Cambodia is optimistic to manage its normalization and economic activity 

resume much earlier than others. The promulgation of Cambodia’s new Investment 

Law at this time set off the right combination between the global context in terms of 
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the global production network restructuring and the readiness at the national level 

reflecting through the generous incentivize scheme and others under the new 

Investment Law. Cambodia is well-prepared for the relocation of productive assets to 

embrace on a broad-based restructuring of production networks occurring in 

Cambodia. Yet, it is only the starting point, and there is much to be done, particularly 

on the implementation and monitoring issues.  

On top of generous incentive scheme under the investment law, to make full 

use of it, Cambodia’s international trade policy to enlarge its market access for export 

is also another vital corner which cannot be neglected. This is because Cambodia has 

a small market, the only available option here is to keep looking for potential and 

energic trading partners all around the world through FTA or other forms of preferential 

arrangement while maintaining and exhausting the utilization of the existing ones. 

Over these years, we have seen Cambodia has actively involved in FTA negotiations 

multilaterally and bilaterally. Cambodia with other 14 negotiating countries signed the 

Regional Comprehensive Economic Partnership Agreement (RCEP) which is one of 

the mega regional FTA in the Asia-Pacific region based on the size of population, 

trading volume and value and its combined GDP. In addition, Cambodia had 

concluded its first bilateral FTA with China in 2020 by conducting only three official 

rounds of negotiations, and continued to finalize another milestone bilateral FTA with 

Korea in early 2021 as well. With the leverage as an ASEAN Chair in this year, 

Cambodia shall determine to strongly push several ambitious issues into the agenda 

as its key priorities and deliverables under its Chairmanship, by kicking off the official 

launches of negotiations for ASEAN-EAEU FTA, ASEAN-EU FTA, ASEAN-Canada 

FTA and ASEAN-UK FTA. Beyond the ASEAN framework, Cambodia has to make the 

cost-benefit analysis to progressively seize the opportunities to admit itself into anther 

mega-regional FTA, which is known as CP-TPP, in order to gain new market access 

from the member countries that Cambodia has never had FTA with currently, including 

Chile, Mexico, Peru and Canada. Bilaterally, Japan is one of the most potential trading 

partners that Cambodia should have separate bilateral FTA with, given the fact that 

better market access that Cambodia obtains from China, Japan and Korea will 

constitute the “CJK effect” in terms of the interconnected production hubs in Asia. 

Nevertheless, these negotiations require skilful and experienced negotiators with 

greater preparation and collaboration from Line Ministries and private sector to ensure 

the benefits from the outcomes of negotiations.  
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