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ABSTRACT

UsingassessmentcriteriafromtheA.T.Kearneyglobalserviceslocationindex,theauthorsexplore
Cambodia’scompetitivenessintheglobalIToutsourcingmarket(ITO),identifyinghowthecountry
couldbecomemorecompetitive.ThefindingsarediscussedfromtheperspectiveoftheHeeksand
Nicholson software export success model, assessing Cambodia from a national competitiveness
perspective.WithITO’sexportrevenueandskillsdevelopmentpotential,itisimportanttounderstand
whyCambodiaisnotconsideredasignificantITOdestinationandwhatthecountrycandotoincrease
itscompetitivenessinthisarea.ThispaperisusefulforpractitionersconsideringCambodiaasan
ITOdestination, for theCambodiangovernmentasaguide topolicymeasures for increasing its
competitivenessaswellasforITresearchers,whocouldcomplementthestudywithprimarydata
anddevelopmenttheconceptualapproachesappliedinthisarticle,whetherinCambodiaorother
developingcountries.
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INTRODUCTION

Thecompetitionamongnations tobe recognisedasanIToutsourcing(ITO) location is tougher
thanever.Severalpapersaddresstheattractivenessofparticularcountries,e.g. theUK(Oshri&
Ravishankar,2014),India(Javalgi,Benoy&Gross,2013),Malaysia(Ramli&Syed,2015),Bulgaria
(Troev,Theodor,&Petrov,2015)andUganda(Overby,2015).Whatisconsideredthebestlocation
differsbetweencompaniesevenforoutsourcingofthesameIT-relatedtaskandmaychangeasIT
outsourcingpracticesevolve.However,amixoflowcost(Fischer,2008),focusoncorecapabilities
andaccesstoexpertise/skillsareoftencitedasthemostcommoncriteria(Lacity,Khan,&Willcocks,
2009).

TogetherwithIndia,mostoftheAssociationofSoutheastAsianNations(ASEAN)member
countriesarerecognisedasprimelocationsforITO(Marriott,2014),andincludeseveraltopranked
citiesforthissector(Tholons,2015).Cambodiaisanotableexception.AsamemberofASEANand
surroundedbyseveralprimeIToutsourcinglocations,Cambodiafacesincreasingcompetitionfrom
itsneighboursforitsrelativelysmallIToutsourcingsectorwiththeimplementationoftheASEAN
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EconomicCommunity(AEC).Inthispaper,welookintothepossibilitiesofCambodiabecominga
competitiveIToutsourcingdestination.

ThemainpurposeofthispaperistoexplorethecompetitivenessofCambodiaasanIToutsourcing
locationandtoidentifypoliciesandstrategiesthatcouldimproveitsabilitytocompete.Thisisdone
byfirstpresentingenablingconditionsatanationallevelforsuccessfuloperationintheIToutsourcing
sector,usingthecriteriaintheA.T.Kearneymodel,positioningCambodiaagainstthesecriteriaand
thenidentifyingmeasuresthatcouldmakeitmoreattractive.WhiletheATKearneymodelisuseful
inunderstandingwhyacountryisorisnotattractiveforIToutsourcing,itisnotarigoroustheoretical
model,butneverthelessusefulforaninitialexplorationofthisissue.Analysingtheindicatorsin
thatmodelwithrespecttoCambodiafillsaknowledgegapintermsofaspecificcountry.Amore
detailedstudyofaparticularcountryinformedbyprimaryresearchwouldprovideabetterbasefrom
whichtomakerecommendationofwhatthecountrycandotoincreaseitscompetitivenessinthis
area.StudyingthecompetitivenessofCambodiaandotherdevelopingcountriesasIToutsourcing
destinationsisanimportantresearchquestion,withpracticalaswellastheoreticalperspectives;the
formerintermsofguidelinesitcanprovidetostakeholdersandthelatterforbuildingaconceptual
modelidentifyinghowdifferentfactorsinteractinmakingacountryanattractivedestinationforIT
outsourcing.

ThepaperstartswithrelevantbackgroundinformationaboutCambodia.Thisisfollowedby
considerationsofconceptualframeworksforassessmentofacountry’scompetitivenessasapotential
IT outsourcing location, application of these frameworks and presentation of our preliminary
findingsrelatedtothefeasibilityofCambodiabecomingamajorIToutsourcinglocationandpolicy
recommendations for improving its capacity for a greater role in this sector. We emphasise the
preliminarynatureofourfindingsandconcludewithsuggestionsforfurtherstudy.

CAMBODIA – RELEVANT BACKGROUND INFORMATION

Cambodia’spopulationisapproximately15million,withamedianageof24.5years(NationalInstitute
ofStatistics,2013).Approximately80%ofhouseholdsliveinruralareas(AsianDevelopmentBank,
2014).DuringthegenocideundertheKhmerRouge(1975-79),Cambodialostapproximatelyone
fifthofitspopulation(Chandler,2008),particularlytheelite,middleclass,theeducated,citydwellers
andprofessionals(Lambourne,2013).By1991,atthetimeoftheParisPeaceAccords,muchof
Cambodia’sphysicalinfrastructurewasdestroyedandthecountrylackedimportantattributesofa
modernstate,suchasalegalsystemwithpropertyrights,trustedcurrency,civilservice,education
system and civil society (Naron, 2012). Low priority was given to higher education during the
immediatepost-conflictperiod,whenmostemphasiswasplacedonrestartingprimaryandsecondary
education(Ahrens&McNamara,2013).

Cambodia’seconomicgrowthsince1992hasbeenrapid,averagingabout7percentperannum,
resultinginadoublingofpercapitaincome(Hill&Menon,2014).Theexportbaseishoweverquite
narrow,withgarmentsandtourismaccountingformorethan95percentofforeignexchangeearnings
(Unteroberdoerster,2014).Cambodiawasranked89of1138countriesintheWorldEconomicForum
GlobalCompetitivenessIndex,withthecurrentstageofdevelopmentdefinedas“FactorDriven”,
inwhichlow-costlabourandnaturalresourcesaretheprimaryfactorendowments(Schwab&Sala-
i-Martín,2016).

CONCEPTUAL FRAMEwORK

WhenconsideringhowtoassesstheextenttowhichCambodiamightbeacompetitivelocationfor
outsourcing,weturnedtoreportsthatrankthesuitabilityofcountriestooperateinthissector.Thereare
anumberofsimilarframeworksavailableinreportsbydifferentconsultingfirms,e.g.A.T.Kearney’s
GlobalServicesLocationIndex,Gartner’s30LeadingLocationsforOffshoreService(Marriott,
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2014)andtheEverestGroup’sGlobalIn-housereport(Aggarwal,Dhingra,Garg,&Karthik,2015).
Thesereportsusecomparablemetricsintheirassessmentsofdifferentlocations.Oneadvantageof
theA.T.Kearneyframeworkisthatitisavailablefreeofchargeinthepublicdomain.Theother
reportscanbequiteexpensiveandmayrequirepaidsubscriptions,whichmakethemmoredifficult
touseforthistypeofresearch.Whileitcouldbearguedthatthisisnotanappropriatecriterionfor
selectionofaresearchframework,wecontendthatopenaccessisparticularlyimportantforresearch
dealingwithdevelopingcountries.

TheassessmentofCambodia’ssuitabilityforthissectorisaboutitscompetitivenesscompared
with other locations and it is therefore necessary to complement the A.T. Kearney framework
withaframeworkdealingwithnationalcompetitiveness.Forthis,weturntothesoftwareexport
successmodel(Heeks&Nicholson,2004).Thisframeworkhaspreviouslybeenusedtoassessthe
competitivenessforoutsourcingtocountrieslikeChina,MalaysiaandIndia(Zhao,Watanabe,&
Griffy-Brown,2009;Javalgi,Benoy,&Gross,2013;Ramli&Syed,2015)

The A.T. Kearney Global Services Ranking Indicators
A.T.Kearney’smodel(Figure1)forassessinglocationsforglobalservicesconsistsof27metrics,
groupedintothethreedomainsoffinancialattractiveness,peopleskillsandavailabilityandbusiness
environment.

TheA.T.Kearneyframeworkdistinguishesbetweenoffshoringdefinedas“locatingresources
inlow-costcountries,usingcentresownedandoperatedbytheoffshorer”andoutsourcing,defined
as“back-officeoperationsperformedbyspecialisedthirdpartiesunderagreedcontractualterms”
(Laudicina,Gott&Peterson,2014,p.1).Figure2illustratesfourbasicoperatingmodels.

ActivitiesinthetopleftcellinthematrixaretypicallyperformedbyaninternalIT-department
inthecountrywherethecompanyhasitsmainbusiness.Thebottomleftcorneriswherethefunction
isperformedbyalocalvendor.Intherightcolumnarethetwoscenariosapplicableforthispaper.
TheupperrightrepresentstasksdonebyaninternalIT-department,butinadifferentcountrythanthe
headoffice.TypicalexamplesofthisareNordicbanksthathavesetupIT-departmentsintheBaltic
StatesandUSbankswithIT-departmentsinIndiaorthePhilippines.Thebottomrightcorneristhe
situationwhereITfunctionsareperformedbyavendorinadifferentcountry–thescenariocovered
bytheA.T.Kearneyframework,whichdoesnotconsiderthelocationofthecustomer.Thematch
betweenthetwolocationsisimportant,asresearchindicatesthatcountriesandculturesinfluence
theeaseofcollaboration(Sahay,Nicholson,&Krishna,2003;Su,2015).

Furthermore,theA.T.Kearneyframeworkdoesnotdifferentiatebetweenthedifferentoutsourcing
servicesdespitethevariationinskillsetrequirements.Oneexampleisthecall-centreindustry.India
usedtobetheprimelocationforthissector,butitwasovertakenbythePhilippines(Palugod&
Palugod,2011).OnemainreasonforthisisthattheUShasacloserconnectiontothePhilippines
thanIndia,andhencetheEnglishspokenthereiseasierforUScustomerstounderstand.Accounting
for60%and31%,respectively,USandEuropearestill thelargestclientsforIndianoutsourcing
(Bulloch&Long,2012).

AnotherimportantfactornotconsideredintheA.T.Kearneyframeworkisthelabourintensity
ofthetasks,whichisafunctionofwherethetasksfitintheoutsourcingvaluechain(seeFigure
3).Locationswithlowsalarylevelsarepreferredforlabourintensivework,subjecttootherfactors
beingsatisfactory.

Theleftsideofthefigureshowsservicesatalllevelsofthevaluechain.Traditionally,theservices
atthebottomofthefigurearemorelabourintensive,whileservicesatthetoparemoreknowledge
intensive.Thisisabouttochange,asrobotstakeovermanyofthelowestleveltasksandtooptimise
thebenefitsofoutsourcing,thecustomermusttakeintoaccountthemedium-tolong-termtrends
fortheoutsourcedfunctions.The2017A.T.Kearneyreport(Sethi&Gott,2017)considersrobotic
processautomationasonlythebeginningofintelligentautomation,whichwillevolvetoinclude
cognitivecomputingasaformofartificialintelligence.Whilethisautomationprocesscreatesjobs
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involvingdesign,maintenance,testingandcalibration,thesefunctionsrequiremoreadvancedskills
thancurrentoutsourcingtasks.

Fortasksrequiringhighcompetencelevels,accesstoknowledgeablepeopleismoreimportant
thanlabourcosts.Theoppositeisthecaseforlabourintensivefunctions,forwhichlow-wagecountries
wouldbemostcompetitive,otherthingsbeingequal.BasedonthescoresintheA.T.Kearneyranking,
BangladeshandSenegalshouldbethemostcompetitivelocationsforlabourintensive,lowskilled
work,whiletheUSandIndiaaremorecompetitiveforfunctionsrequiringhighlevelskills.

ThismeansthatwhatmightbethemostcompetitiveIToutsourcingdestinationdependsnotonly
onthefactorsintheA.T.Kearneymodel,butalsoontheoutsourcedservicesandontheattributes,
suchaslocationandnationality,ofthecustomer.Althoughacustomermaypaymoreattentiontothe
vendorthanthecountry,thecompetitivenessofthesoftwaresectorinaparticularcountryisalsoan
importantindicator.Tobetterunderstandthefactorsinfluencingthecompetitivenessofthesoftware
sectorspecifically,inacountryratherthanIToutsourcingingeneral,weturntotheSoftwareExport
SuccessModel.

Figure 1. A.T. Kearney framework (Laudicina, Gott, & Peterson, 2014)
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The Software Export Success Model
InformedbyPorter’s(1990)frameworkforunderstandingcompetitiveadvantageofcountries,the
softwareexportsuccessmodel(Figure4)wasdevelopedtoexplainthesuccessfactorsfortheleading
softwareexportnationsIndia,IrelandandIsrael(Heeks&Nicholson,2004).

Theframeworkconsistsoffiveinterrelatedtiers:nationalsoftwarevisionandstrategy,national
software demand, national software-related inputs, national software industry, and international
demand.Withineachtierthereareseveralfactorscontributingtoanenablingenvironmentforsoftware
exports.Thesefactorswerederivedfromacontentanalysisofrelevantpublicationsdealingwith
softwareexportsfromtheoreticalandempiricalperspectives.Thenationalvisionisformulatedby
governmentsand/orindustryassociationsfortheroleofsoftwareinthecountry’sstrategy.National
softwaredemandisconsideredimportantinthemodelduetothecompetencedevelopedthrough
this demand, while it is recognised that the absence of adequate local demand can encourage
entrepreneurstolookforexportopportunities.Thenationalsoftwarerelatedinputsrefertothenational
infrastructurerequiredforsoftwareexportsandincludepeople,technology,accesstofinance,research
anddevelopment,aswellasthephysicalinfrastructure(transportandcommunication)andadequate
legalinstitutions.Mostimportantisthenatureofglobaldemand,whichinturnshouldinfluence
thenationalvisionandassociatedstrategiesforthesector.Expatriateanddiplomaticlinkagescan
contributetoincreasingacountry’smarketshareofglobaldemand.

InadaptingthemodeltoIToutsourcinginCambodia,wefocusonnationalITvision/strategy,
nationalmarketdemandforoutsourcedIT-services,nationalIT-industryandinternationalmarket
demandforsoftware,astheotherfactorsarecoveredbythefactorsintheA.T.Kearneymodel.

RESEARCH APPROACH AND FINDINGS

The research findings, informedby secondary sources, are first presentedunder thedomainsof
theA.T.Kearneyapproach.AppendixAcontainsasummaryofhowCambodiascoresonsome
indicators,comparedtotheotherASEANmembersstates.Inthediscussionsection,thisinformation
istheninterpretedtoexplorethecompetitivenessofCambodia,usingthecategoriesoftheHeeks
andNicholsonmodel.

Figure 2. The different operating models (Shao & David, 2007)
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Financial Attractiveness
Compensation Costs
Asearchofoneof the leadingCambodian recruitmentsites (www.camhr.com) inOctober2015
indicated thatapositionasan internationalwebdevelopmentmanager,with5years’experience
couldcommandamonthlysalaryofUSD1,000-2,000(USD12,000–24,000annually).Thisposition
requiredabachelor’sdegreeandexcellentEnglishskills.Atthesamewebsite,appdeveloperscould
expectamonthlysalaryofUSD550-650(USD6,600–7,800annually),whilejava/C++developers
andwebdevelopersbothcouldexpectUSD700-850(USD8,400–10,200annually).

InthePhilippines,averageannualsalarieswereUSD8,000forasoftwareengineer,USD14,400
foraprojectmanager,USD8,200foranetworkengineer,USD12,600foraseniorsoftwareengineer,
USD4,300forawebdeveloperandUSD10,500foraninformationtechnologyconsultant(PayScale,

Figure 3. The offshore services global value chain, based on (Cattanei, Gereffi, & Staritz, 2010, p. 339)
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2016).InMalaysia,in2013,themedianannualsalarywasUSD92,660forasoftwaredeveloper,USD
63,160forawebdeveloperandUSD76,140foracomputerprogrammer(PIKOM,2014).According
toPIKOM(2014)SingaporehadthehighestITsalariesamongASEANmembercountries.Interms
ofsalaries,CambodiaisquitecompetitivecomparedwithkeyASEANIToutsourcingdestinations.

Infrastructure Costs

Rental Costs
AccordingtotheJapanExternalTradeOrganization(JETRO),theaveragemonthlyrentalcostfor
officespaceinPhnomPenhwasUSD24persq.m.in2012(JETRO,2013).Thiswasslightlyhigher
thaninManilaandBangkok,equalwithKualaLumpurandlowerthanHanoiandHoChiMinCity.
Commercial Electricity Rates
CambodiahasapproximatelythesameratioofprimaryenergysupplytoGDP,asthecomparative
ASEANcountries(InternationalEnergyAgency,2015),mostofwhichhavesimilarratios.Cambodia
establishedanelectricityregulatorandpassedtheElectricityLawin2001.However, there isno
nationalgridandmosttownsaresuppliedfromisolatedsystems.Theproblemisparticularlyacute
inruralareas;only10percentofthepopulation,largelyresidinginPhnomPenh,use90percentof
theelectricity.Althoughtheaveragetariffisaround0.16USD/kWh,thetariffsofruralelectricity
enterprisesrangefrom0.30-0.90USD/kWh(ILO,2014,p.34).
Telecommunications Pricing
Cambodiadoesnothaveanextensivefixed-telephonenetworkandthelackofcompetitivenessis
reflectedintheprices.Itsmobilemarketisverycompetitive,whichhascontributedtoahighrate
ofmobileaccesswiththecheapestmobile-broadbandpricesintheregion(ITU,2017).Thismarket
hasbeencharacterisedbypredatorypricing,whichtheTelecommunicationsRegulatorofCambodia
triedtoprevent,buthasinsteadoptedforinterveningonlyifoneoftheoperatorbecomesdominant.
Travel to Customer Destinations

Figure 4. The software export success model, based on (Heeks & Nicholson, 2004)
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InOctober2015,weusedTripadvisor.comtocomparetravelcostsfromLondon,ParisandNew
Yorktoanumberofpotentialoutsourcingdestinations(PhnomPenh,Manila,Mumbai,Bangalore,
Singapore,HoChiMinhCity,Jakarta,KualaLumpurandBangkok)foroneweekwiththedateof
departurewasonemonthaheadofthebookingdate.ThecomparisonshowedthatPhnomPenhwas
themostexpensivedestinationtotraveltofromLondonandParis.FromNewYork,itwascheaper
to travel toPhnomPenh than toMumbaiorBangalore.Withconsiderable flexibility inpricing,
relatedtofactorssuchasseason,dayanddateoftravel,thepricecomparisonsareonlyindicative.
Convenienceisanother issuethatmightdisadvantageCambodia, in that it isreachablebydirect
flightsfromonlyalimitednumberofplaces.Stopovers,particularlyifovernightstaysarerequired,
addtotravelcosts,timeandinconvenience.

Tax and Regulatory Cost

Relative Tax Burden
Taxonprofit(TOP)isacorporateincometax.“Thestandardrateis20%andisimposedonthe
resident taxpayer’s worldwide income. A resident taxpayer is primarily an enterprise that has a
placeofmanagementandcarriesonbusinessinCambodia”(DFDLLegal&Tax,2013,p.27).In
a2016survey,only6.5%offirmsinCambodiaidentifiedtaxratesasamajorconstraintand6.4%
identifiedtaxadministration.ThecorrespondingfiguresforEastAsiaandthePacificwere19.6and
12.3,respectively(WorldBank,2016a).
Corruption Perception
Ranked156(togetherwiththeDemocraticRepublicofCongoandUzbekistan)outof176countries
on Transparency International’s 2016 Corruption Perception Index (Transparency International,
2016),CambodiaisperceivedasmorecorruptthanitneighboursThailandandVietnam,whichwere
ranked101and113,respectively.TheWorldEconomicForumidentifiedcorruptionasthesingle
mostproblematicfactorimpedingbusinessinCambodia,andaccordingtoestimatesfrom2012,as
muchas10percentofthecountry’sannualGDPislosttocorruption(ILO,2014,pp.60-61).

CambodiaacceptedtheUnitedNationsConventionagainstcorruptionin2007,andtheAnti-
CorruptionActionPlanforAsiaandthePacificwasendorsedin2003(OECD,2003).Thelegislation
onanti-corruptioninCambodiahasrecentlyundergonesubstantialchanges.Thelatestamendment
to thecountry’santi-corruptionlawisfrom2011(DFDLLegal&Tax,2013,p.xiii).Thelawis
availableon-line1anditmightpotentiallyhelpagainstcorruption.TheAnti-CorruptionUnit(ACU),
particularlyitspubliccomplaintsprocess,hasassistedwithraisingpublicawarenessaboutcorruption
andseveralhigh-rankinggovernmentofficialshavebeensentencedtoprisontermsforcorruption.
Currency Fluctuations
Cambodiaoperateswithtwocurrencies:USDandCambodianRiel(KHR)andanexchangerate
ofapproximately4000KHR/USD. In thispartiallydollarisedeconomy, theUSdollarcirculates
aslegaltenderinparallelwithCambodia’sofficialnationalcurrency–riel(Duma,2014,p.27).
Thedollarisationhasincreasedfromapproximately60percentinthelate1990stoover80percent
in2017.Thishighlevelcanhaveadverseimpactonlocalcosts,reducingthecompetitivenessof
Cambodia’sexports2.

People Skills and Availability
Remote Services Sector Experiences and Quality Ratings

Size of Existing ITO and BPO Sectors
While the ICTFederationofCambodia (ICTF)showedonly16members in late2017, research
basedon information from theCambodianYellowPages, conductedby theRoyalUniversityof
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PhnomPenh(RUPP) in2013 identifiedsome1250CambodianITcompanies (PhalDes,2013),
grouped into those involved with hardware (60%), software development (32%), online content
(5%)andtelecommunications(3%).AsurveybyRUPPcovering34respondents(of43companies
contacted),showedthat77%had1-30employees,12%had31-50and11%51-200employees.
Only15companiesexportedtheirproductsintheformofoffshoreoutsourcing.
IT Centre Quality Certifications
AsthisresearchisonthetopicofITO,andnotBPO,weconsideronlyrelevantcertificatesforIT
outsourcingcompanies,andnotforcontactcentres.Thereareanumberofrelevantcertificationsinthe
ITindustry,includingISO27001(Informationsecuritymanagement),ISO26000(guidanceonsocial
responsibility),ISO14001(Environmentalmanagementsystem)andISO9001(Qualitymanagement
systems).IthasbeenchallengingtoidentifycompanieswithrelevantcertificationsinCambodia.
TheonlyonewefoundistheimpactoutsourcingcompanyDigitalDivideData(DDD),whichisISO
9001certified.Itreceivesdonorfundingfromsponsors(Bulloch&Long,2012).Althoughafew
companiesprovideCapabilityMaturityModelIntegration(CMMI)traininginCambodia,asearch
forCMMIcertifiedcompaniestheregavenoresults3.
Quality Ratings of Management Schools and IT Training
WewereunabletofindCambodianuniversitieslistedamongthetop100inanyoftherankingsof
Asianuniversities,letaloneinanyoftheglobalrankings.

RUPP,thelargestuniversityinCambodia,had16,578scholarshipandfull-feepayingstudents
and916full-timestaffin2015.However,only50oftheacademicstaffmembersheldaPhDdegree.
RUPP has full membership of the ASEAN University Network and Agence Universitaire de la
Francophonie(RoyalUniversityofPhnomPenh,2015).AccordingtodatafromRUPP,approximately
800computersciencestudentsgraduatefromtheuniversityperyear(PhalDes,2013).ThenewRUPP
facultyofengineering,whichincludesinformationtechnologyengineering,wasestablishedin2013.
TheuniversityalsooffersmasterprogramsinITengineeringandmathematicsandhasanITCentre,
withtheobjectiveofbuildingITcapacityandpromotingscientificresearch.Oneofitsinitiativesis
todevelopoffshoresoftwareoutsourcinginCambodiabystudyingqualificationrequirementsfor
thissector4.AnotherschoolofferingengineeringtrainingistheInstituteofTechnologyofCambodia.

Labour Force Availability

Total Workforce
Lowliteracylevelsingeneralanddigitalliteracyinparticular,aremajorimpedimentsforbuildinga
competitiveoutsourcingsector.Therearedifferentestimatesofthelevelofeducationintheworkforce.
Pina,etal(2012,p.18)estimatedthat77percentofthetotallabourforcehadnomorethanprimary
education,whichmanyhavenotevencompleted,whiletheAsianDevelopmentBankandInternational
LabourOrganization(ADB&ILO2015,p.45)reportedthefollowingeducationlevelsamongthe
employedpopulationin2011-2012:none:12.5%,primary:44.9%,secondary:35.5%,vocational:
3.3%anduniversity:3.8%,
University-Educated Workforce
Informationon thenumberofuniversitygraduatesvariesbetweendifferentsources,but theyall
indicatethatthenumberofpeoplewithaproperuniversitydegreeisquitelow.Intheacademicyear
2012-2013,morethan1400studentswereenrolledfromfirstyeartofinalyearinITeducation(Phal
Des,2013,p.28).ThiswillhelptoaddresstheproblemofinsufficientnumberofqualifiedITworkers,
whichhinderscompetitivenessandincreasesturnoverrates(UNDP,2009,p.47).Statisticsfrom
UNESCOindicatethattheuniversity-educatedworkforceinCambodiaislowerthanitsneighbouring
ASEANcountries(UNESCO,2014).
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However,thelackofatertiaryeducatedworkforcecannotbeaddressedjustbyimprovingthe
highereducationsystem,asthereisalackofsecondarystudentswithadequateeducationtoqualify
foruniversitystudy.Lowersecondaryeducationcompletion rates,at47.4percent in2016,were
thelowestintheregion(WorldBank,2018a)andonlyabout30%ofyouthcompletedhighschool.
Inadequatequalityandrelevanceofeducationincombinationwithpovertydrivemanychildrento
entertheworkforcewithoutcompletingtheireducation.Malnutritionaffectstheirabilitytolearn
wheninschool(ADB&ILO,2015).Eventhosecompletingsecondaryeducationmayhavepoor
learningoutcomesthatcouldbeattributedtoacombinationoffewerandpoor-qualityteachersand
fewerlearningoursthancountriesintheregion(WorldBank,2018a).

Havingidentifiedproblemsattheprimaryandsecondaryteacherlevels,Madhur(2014)suggested
that continuous review and update of the curriculum, continuous improvement of the teaching
pedagogyandlocalcommunityinvolvementespeciallyparentinvolvementinschoolmanagement
bepursued.

Education and Language

Scores on Standardised Education and Language Tests
Aninadequatelyeducatedworkforceisrankedasthesecondmostproblematicfactorforbusiness
operationsinCambodia.Skilledandspecialisedlabourisinlimitedsupplyinthecountry,inlarge
duetothelastingnegativeimpactofthedestructionoftheeducationsystemundertheKhmerRouge
(ILO,2014,p.42).

Technicalandvocationaleducationisstillinitsinfancy,butanexternallysupportedpilotproject
hasbeenintroduced.Themainchallengeforthegovernmentisthatinvestmentintechnicaleducation
iscostly,asfacilities,materials,equipment,andmaintenanceareexpensive,andtechnicaleducation
facilitiescanquicklybecomeobsoleteduetotechnologicalandmarketchanges(OECD,2012).

Englishlanguageproficiencyiscriticalforasuccessfulglobaloutsourcingbusiness.Twodifferent
datasetsareusedtolookattheEnglishproficiencyscore:TestofEnglishasaForeignLanguage
(TOEFL),whichisthemostcommontestforstudentsapplyingtostudyintheUKandUSAandthe
EnglishProficiencyIndex(EF).Cambodiansachieved69percentofthetotalpossibleTOEFLscore
(ETS,2015),withbestresultsforspeakingandwriting,andslightlylowerinreadingandlistening.
ThisisthesecondlowestoftheASEANcountries,justaheadofLaos,wherethescorewas64.On
the2017EFindex,Cambodia,ranked77of80,justaheadofLaos5.

Business Environment
Country Environment

Investors’ and Analysts’ Ratings on Overall Business and Political Environment
Cambodiawasranked138outof190countriesforeaseofdoingbusinessfor2019.(WorldBank,
2018a),decliningfrom135thin2018and131st in2017(scoringparticularlypoorforstartinga
business(185),enforcingcontracts(182)anddealingwithconstructionpermits(182).Thecategories
whereCambodiascoredthebestwere:gettingcredit(22)andresolvinginsolvency(79)(WorldBank,
2018b).Intermsofchangesfromthepreviousreport,theWorldBanknotedthatithasbecomemore
difficultstartingabusinessbyincreasingthetimerequiredtoregisterandbyrequiringcompaniesto
submitevidenceofcapitaldepositafterregistration.Onthepositiveside,itreportedthataccessto
creditinformationhasimprovedasthecreditbureauhasstartedprovidingcreditscorestofinancial
institutions.Cambodiaenteredintoitsfirsteverdoubletaxationagreement(withSingapore)in20166.
Safety and Security
Themajorityofcrimesareopportunisticandforfinancialgain.Pickpocketingandpurse-snatching
arecommon.Despiteeffortstoreducetheseandrandomgunfireincidentsandgunfireexchanges
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duetotrafficaccidents,thestilloccur.Thecountryisrankedlowforfrequencyofterroristattacks
(UKGovernment,2016).

Whileroadinfrastructureinmajorurbanareasisacceptable,driversdonotexercisesufficient
cautionandroadsafetyisamajorissue.LikemostofSouthEastAsia,Cambodia’sclimateishighly
affectedbymonsoons,soweatherconditionsareanotherpotentialriskarea.Duringtherainyseason
(July to November), severe storms and widespread seasonal flooding, including localised flash
flooding,canoccurwithoutwarning,even inPhnomPenh.On theotherhand,Cambodia isnot
heavilyaffectedbyothernaturaldisasters,suchasearthquakes.

Havingbeeninpowersince1985,thecurrentprimeministerHunSenhasusedvarioustactics
todealwithprotesters,severalofwhichhavebeencriticisedfromahumanrightsperspective.Some
journalistshavereportedthattheyhavebeenharassed.Inthelatestreportofpressfreedom,Cambodia
wasranked152ndoutof199countries(FreedomHouse,2017).Brandedenemiesofthestate,many
journalistswhoworkedinCambodia’soncefreepressarenowlivinginexile.CambodiaDaily,an
independentpaperhadtocloseitsoperationsin2017afterhavingbeenpresentedwithasudden,
disputedUSD6.3Mtaxbill.Inearly2018,anotherindependentEnglishlanguagepaper,thePhnom
PenhPost,wassoldtotheownerofaMalaysianPRcompanywithlinkstotheregimeoftheHun
Sen.Thedayafterthetakeover,theeditorandseveralreporterswerefiredbythenewowner,while
themanagingeditorandothersresignedinprotest(Ellis-Petersen,2018).

However,unrestinthestreetsandpoliticaltensioninCambodia’sneighbour’sThailand,havenot
preventeditfromahighranking(number6)intheA.T.Kearneyreport.Also,thepoliticalsituationin
Cambodiadoesnotseemtohaveaffectedforeigndirectinvestmentinothersectors,soitisreasonable
toassumethatitwouldnotinhibitthegrowthofacompetitiveoutsourcingsector.
Regulatory Burden and Employment Rigidity
TheaveragenumberofdaysittooktoregisterabusinessinCambodiawas99in2017.Thisishigher
thaninMalaysia,Thailand,VietnamandthePhilippineswith18.5,25.5,24and28respectively.It
ismuchhigherthanSingaporewhereitonlytakes2.5days(WorldBank,2017).Cambodiascored
comparatively equal to Thailand, Laos, the Philippines and Vietnam for employment protection
legislation(Packard&Nguyen,2014,p.129).

Infrastructure

Overall Infrastructure Quality
A2017WorldBankreport(Baker,etal.2017)onurbandevelopmentinPhnomPenhidentified
challenges in the provision of basic services, including drainage, wastewater treatment, public
transportandsolidwastemanagement.Whiletheprovisionofcleanwatersupplyhasbeenrelatively
successfulPhnomPenh,thisisnotthecaseinperi-urban,regionalandruralareas.Only64percent
ofthepopulationhadaccesstoimprovedwatersourcesin2010,upfrom54percentin2005(ILO,
2014,p.35).

In2017,Cambodiawasranked99th(of137nations) intheQualityofOverallInfrastructure
Index.Thisplaced thecountryaheadof thePhilippines,butbehind Indonesia,Thailandand far
behindSingaporeandMalaysia(Schwab&Sala-i-Martín,2017).
Quality of Telecom, Internet, and Electricity Infrastructure
OnlyaroundfivepercentoftheschoolsinCambodiahadaccesstoInternetin2013(ITU,2014,
p.21).In2017,Cambodiaranked124toutof176countriesforITaccess,acompositeoffixed-
telephonesubscribersper100inhabitants,mobile-cellulartelephonesubscriptionsper100inhabitants,
international internet bandwidth, percentage of households with a computer and percentage of
householdswithInternetaccess(ITU,2017).
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Cultural Exposure
AccordingtoChua,etal.(2012),IToutsourcingrelationshipswillbemorepositivewherethereare
culturalsimilaritiesbetweenorganisationalculturesthatenableprojectparticipantstosharevalues,
normsandobjectives.Afewsurveysincludeculturalexposureofpopulationsindifferentcountries.
OneoftheseisA.T.Kearney’sGlobalizationIndex.AnotherisKOFIndexofGlobalization,published
byEidgenössicheTechnischeHochschuleZurich(ETHZ).Cambodiaisnotincludedintheformer,but
isinthelatter,whichisbasedonthreedimensionsofglobalisation(economic,socialandpolitical).
Itrankedasnumber119of207countriesinthisindexin2015,oneplaceaheadofVietnam.Thisis
wellbelowtheotherASEANcountriesintheKOFIndex,whichwereamongthetop100.

Security of Intellectual Property (IP)

Investor Rating of IP and Protection of IT Laws
AnimportantaspectofCambodia’sintellectualpropertyrights(IPR)regimeisitscompliancewith
WTOmembercommitments.TheWTOnegotiationspromptedtheNationalAssemblytoadopta
fullsetoflawsonIPRtoconformtotheWTOAgreementonTradeRelatedAspectsofIntellectual
PropertyRights(TRIPS).Cambodiahasacceptedthebasicprinciplethat,intheeventofconflictor
inconsistencybetweenWTOagreementsandnationallaws,theprovisionsoftheWTOagreements
shallprevail(DFDLLegal&Tax,2013,pp.87-88).
Software Piracy Rates
CambodiaisnotmentionedinthelatestrankingfromBusinessSoftwareAlliance(BusinessSoftware
Alliance,2016)anditisdoubtfulthatthisisanindicationthatthereisnosoftwarepiracythere.
MicrosoftCambodiahasestimatedthelossfortheCambodianeconomytobeUSD50millionayear
duetopiratedsoftware(deCarteret&Kimsay,2013).

DISCUSSION

In this section,weconsiderour findings in thecontextof the softwareexport successmodel to
understandhowCambodiacouldbecomeamorecompetitiveoutsourcingdestination.Whererelevant
findingsarenotcoveredbythismodel,wereferinsteadtothecompetitivenessdiamondmodelin
thediscussion.

National Vision and Strategy: The Goal and Ambition 
to Build an Outsourcing Sector
Some emerging economies, including Kenya, Ghana, Rwanda and Uganda, have included IT
outsourcingintheirnationalgrowthstrategies(Bulloch&Long,2012).InKenya,forexample,the
governmenthasplanstomakethebusinessprocessoutsourcing(BPO)sectorasignificantcontributor
toGDPandemploymentgrowththroughtheprovisionofincentives,skillsdevelopment,establishment
ofaBPOparkandmarketingthecountryasaBPOdestination.Policyandstrategydevelopment
fortheICTsectoris theresponsibilityofTheMinistryofPostandTelecommunicationsandthe
administrationofthesethroughregulationsistheresponsibilityoftheTelecommunicationRegulator
ofCambodia(2015),establishedinaccordancewiththeLawonTelecommunicationsadoptedin
2015(ITU,2017,p.34).TheTelecom/ICTDevelopmentPolicy2020,adoptedin2016,established
a threekeyobjectives andassociated targets tobeachievedby2020:1) to improveandexpand
telecommunicationinfrastructureandusage;2)todevelopICThumancapacity;and3)todiversify
theICTindustryandpromoteICTapplications(KOICA,2014).Theredoesnotseemtobesufficient
awarenessinthispolicyofthepotentialofoutsourcingforCambodiaorrecommendationsonstepsthe
governmentcouldtaketostimulatethissector.Onewayinwhichthismightevolvewithoutgovernment
interventionisthroughahighlyIT-literatepopulation.TheMinistryofEducation,YouthandSport
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(MoEYS)hasovertheyearscreatedanumberofplanstointegrateinformationandcommunication
technologyineducation.Forexample,aplancoveringtheperiodfrom2009–2013(MoEys,2009)
hadfourmainobjectives1)toincreaseaccesstoformalandnon-formaleducationthroughtheuseof
ICT,2)improverelevanceandeffectivenessofeducationthroughusingICTinteachingandlearning,
3)focusonincreasingskillsofCambodianstudentsand4)focusonincreasingefficiencyofschool
managementaswellasefficiencywithinMoEYS.Theplanfellshortincommittingtherequired
resourcestoachievetheseambitiousobjectives(Richardsonetal.,2015,p.162)andcouldbeseen
asagoodstartingpointforimprovingtheICTcompetence,ratherthanbuildingthefoundationfor
acompetitiveoutsourcingbusiness.

Several initiatives with vendors and foreign governments also support ICT education. One
exampleisa2018jointventurehumandevelopmentprograminvolvingMoEYS,theMinistryofPosts
andTelecommunications,CambodiaInternationalEducationSupportFoundation,andtheJapanese
governmenttostrengthenthequalityofinstructionandprofessionalisminCambodia’sICTsector.
Thisfour-yearprogramincorporatespracticalICTtrainingincludinginhighschools,promotionof
ICTeducationinruralareasandICTjobcreation(Kimsey,2018).

A common factor among successful outsourcing countries is the collaboration between the
governmentsandtheindustry,oftenmanifestedinstrongassociationssuchastheIT&Business
ProcessAssociationPhilippines(IBPAP)andtheBangladeshAssociationofSoftwareandInformation
Services(BASIS).Bangladeshhastakenparticularstepstoestablishitselfasamajoroutsourcing
location(KPMG,2012),alsofocusingonfreelanceoutsourcing.Myanmarisanotherexampleofwhere
thegovernmenthastakenmeasurestoimprovetheITsector.TheMyanmarComputerFederation,
establishedin1998assomeformofpseudogovernmentforumthroughthe1996“ComputerScience
DevelopmentLaw”hasbeencollaboratingwiththegovernmentto“contributetowardstheemergence
ofamoderndevelopedStatethroughICT”(MyanmarComputerFederation,2013).

In April 2016, the ICT Federation of Cambodia (ICTF) was relaunched with the by-line
“EmpoweringCambodia’sDigitalEconomy”.Twoyearslater,only16companieswereshowninthe
membershipdirectory.ItsboardmembersrepresentsixmajorICTsectors:softwaredevelopment,
telecoms,Internetserviceproviders,hardware,newmediaandservices&solutions.Whileoutsourcing
isnotspecificallylisted,somecompaniesintheothercategoriescanpotentiallyengageinoutsourcing.
Independentlymanagedbytheprivatesector,ICTFhasbeenrecognisedbytheMinistryofPostand
Telecommunication,therebyfacilitatingcollaborationonstrategicICTinitiativesandevents.Itis
tooearlytoknowtheextenttowhichtherelaunchoftheICTFhasstimulatedandstrengthenedthe
outsourcingsectorofCambodia.

National Input Related to Outsourcing (People, Technology, Finance, R&D, Other)
People–PeopleskillsandavailabilityistheoneA.T.KearneycategoryinwhichCambodiaprobably
strugglesthemost.Itwillbenecessarytobreakoutoftheviciouscircleofinsufficientnumberof
peoplewithadequateITskillsandtherelativelysmallITbusinesssector,inorderforCambodiato
increaseitscompetitivenessasanoutsourcinglocation.Onefactorthatmightfacilitatethisisthe
ambitionoftheAECtotransformASEANintoasinglemarketinahighlycompetitiveeconomic
region,integratedintotheglobaleconomy(ASEAN,2015).Thiscouldencouragetopuniversities
in the region toopencampussites inCambodia (Sen,2013).On theotherhand,AECmakes it
easierforskilledCambodianstofindemploymentinotherASEANcountries,furtherdecreasingthe
competitivenessoftheCambodianITindustry.IToutsourcingrepresentsonly8%ofCambodia’stotal
serviceexport.OfASEANmembersforwhichsuchdataareavailable,itistheonlycountrywhere
suchexportsarebelow20%(WorldBank,2016b).ForthePhilippines,thefigureisashighas70%.

Technology – There are encouraging signs for the improvement of the IT infrastructure in
Cambodia,e.g.thelaunchoftheMalaysia-Cambodia-Thailand(MCT)submarinecable,includingits
landingstationinCambodiainearly2017,aswelltheimplementationofaUniversalServiceObligation
(USO)Fundthesameyear.Usingtheproceedsfromalevyontelecommunicationoperators,this
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fundisdesignedtofinanceextensionoftelecommunicationinfrastructureinruralareas.Cambodia
maygetitsowncommunicationssatellite,“Techo1”,ifa2018frameworkagreementbetweenthe
localconglomerateRoyalGroupandChinaGreatWallIndustryCorporation,toconductfeasibility
studies,progressestothenextstage.ImplementationofadditionalimprovementsoutlinedintheICT
Masterplan(KOICA,2014)wouldalsobenefittheITbusiness,andhencethecountry’spotentialas
anIToutsourcinglocation.

Finance–TheprivatesectorhasmadeconsiderableinvestmentsinICT,asevidenced,e.g.by
themanymobilecarriersoperatinginthecountry.Theextenttowhichinvestmentwillbeaffected
bynewlawsandstricterenforcementannouncedin2016isuncertain.Foreigninvestmentthrough
NGOs,suchastheestablishmentofDDD,hasdecreased(Khieng,2014)anditisunlikelythatthere
willbemuchfinancialsupportfromNGOstosupporttheexpansionoftheoutsourcingsectorwith
theincreasingrestrictionsplacedontheNGOsector(ICNL,2018).

R&D–WhileawarenessoftheimportanceofR&Dforthesectorappearedtobelowwhenthe
CambodiaICTMasterplan2010wasdeveloped,thiswouldmainlyaffectsoftwareexports,butisless
relevantforthesimpleroutsourcingtasks.However,theconstructionoftheICTInnovationCenter,
commencedinearly2018andfundedbythenationalR&DFundisanindicationofthegovernment’s
realisationoftheimportanceofinnovationandR&D(Chan,2018).OnewayinwhichCambodiacould
increaseitscompetitivenessisbyselectingoneormoreparticularnichesforitsoutsourcinginitiatives,
e.g.oneorafewparticularprogramminglanguagesandbecomerecognisedforthisexpertise.

National Software Industry (Concentration, Clusters, Competition, Collaboration)
OnepotentialadvantagethatcouldincreasecompetitivenessisthatmostoftheITindustryislocated
inonecity,PhnomPenh.Thismeansthateveniftheoverallinfrastructurequalityacrossthecountryis
inadequateforthissector,highqualityinfrastructureinPhnomPenhwouldbesufficientforbuilding
acompetitiveoutsourcingsector.Beingcomparativelysmallcompared to theAsianmega-cities,
mighthavesomeadvantages,asitmakesiteasiertotravelaroundinthecity,whichenhancesthe
opportunitiestocollaborate.Asthesectorgrows,clusterscouldbeestablishedinothergeographic
areasofthecountrytospreademploymentopportunities.

WhilethereisnoinformationonthecurrentlevelofcollaborationbetweenIT-companiesin
Cambodiacomparedwithothercountries,therelativelysmallsizeofthissectormightbeanadvantage
forsuchcollaboration,asownersandemployeesaremorelikelytoknoweachother,thaninacountry
withalargerpopulationandmoredispersedITsector.

Global Demand
AccordingtoFlinders(2016),theglobaldemandforIT-outsourcingtendstoremainhigh,evenwhen
thereisadownturnintheglobaleconomyduetopressureoncompaniestocutcosts,encouraging
themtolookforcheaperoutsourcinglocations.Downturnsmightalsohavetheoppositeeffectas
appears tohavebeenthecaseintheUS,whichhasseenITjobsbroughtbackfromoutsourcing
destinations(ReshoringInitiative,2016).

International Linkages
InordertosuccessfullyexportIT-servicesandtoattractoutsourcingcustomers,itisimportanttohave
strongconnectionsincountrieswithhighdemandforsuchservices.ThemostsuccessfulITexport
nations,e.g.India,tendtohavealargenumberofITspecialistsworkinginITcustomercountries,
e.g.intheUS(Heeks&Nicholson,2004).ThesameappliesforthePhilippines,whichfordecades
hasencourageditscitizenstoworkabroad,fromwheretheymaintainstrongrelationstotheirhome
countryandcanhelpcompaniesthere.CambodiahistoricallyhadstrongerconnectionstoFrance,
which,comparedtotheUS,buyslessglobalITservices(InformationServicesGroup,2016).France
alsohasstrongconnectionstoformercoloniesinAfrica,makingthemtoughcompetitorsforCambodia,
whichlacksstrongconnectionstootherbuyercountries.DuringtheKhmerRougegenocide,mostof
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theeducatedpopulationwaskilled,andonlyasmallnumbermanagedtoescapeabroad.Someofthose
andtheirdescendants,togetherwithstudentsreturningfromoverseasstudiescontinuetobringskills
andexperiencetoCambodia,aswellasbondswithpotentialoutsourcingcustomers(Wijers,2013).

Otherinternationalconnectionsthatcouldbeexploitedforthispurposearethemanyinternational
NGOs,theiremployeesandvolunteerswithlinkstoCambodiaandmaywishtoretaintheseafter
returningtotheirhomecountries.In2012,morethan50,000peoplewereemployedbyNGOsacross
thecountry(Khieng,2014).NGOshavetraditionallybeenactivelyinvolvedwitheducation.Asthereis
increasingemphasisonITeducation,cooperationbetweenIToutsourcingcompaniesandITeducation
institutionswouldbebeneficialforbothparties,andcouldhelpstrengthenthecompetitivenessofIT
outsourcingvendorsinCambodia.

Chance
Themain factor in thePortermodel not included in theHeeks&Nicholsonmodel or theA.T.
Kearneyframeworksischance,definedas“unexpectedeventsthatjusthappen”(Javalgi,Benoy,&
Gross,2013,p.481).Governmentshaveacriticalroletoplayinthisarea,particularlywithrespect
tonegativechance,suchasdisasters,andcansupportthisfledgingindustrywithimprovingbusiness
continuityanddisastermanagementskillsandprocesses.

Chancemighthappenatdifferentlevels,andsomearemorechallengingtomitigateoradapt
to than others. Porter mentioned “political decisions by foreign governments” (Porter, 1990, p.
124).The2016electionsinboththeUSandthePhilippinesaretworelevantexamples.Shouldthe
USincreasethebacksourcingofIT-relatedjobs,thiswouldsignificantlyimpactthewholeglobal
softwaresector.Asamajoroutsourcingdestinationintheregion,thecompetitivenessofthesector
inthePhilippinesmayaffectCambodia,butitisstillunclearwhetherandhowtheelectionresults
haveimpactedthissector.

Whileinnovationandentrepreneurshiparetwoexamplesofchance,theextenttowhichthese
occurisoftenafunctionofgovernmentpoliciesandsupportandtheCambodiangovernmenthas
indicateditsintentiontoprioritisetheenhancementofR&Dcapability,e.g.inCambodia’sIndustry
DevelopmentPolicy,2015-2025(RGC,2015).Aconcreteexampleistheconstructionofthenew
ICTInnovationCentreinPhnomPenh,startingin2018,signalsawillingnessbytheCambodian
governmenttoaddressgapsbetweencapabilitiesofstudentsandwhatisrequiredtopursueR&D,
innovationand the realisationofanentrepreneurial startupculture. In themeantime, theprivate
sectorisalsoencouraginginnovation,asillustratedbytheSmartStartinitiativebythemobileoperator
SmartAxiata,theobjectiveofwhichistohelpyoungCambodianslaunchtheirownstart-upsthrough
appcompetitions.StudentsfromdifferentuniversitiesinCambodiawereamongthetopteamsinthe
2018competition.TheseandotherrecentinitiativespavethewayforCambodiatobecomenotonly
anoutsourcinglocation,butalsoaknowledge-basedeconomymoregenerally,asenvisagedinitsIDP.

CONCLUSION

Our findings and the discussion give a mixed view of Cambodia’s competitiveness as an ITO
destination. The recommendations in this section are designed to address the factors for which
Cambodiaislaggingitscompetitors,asidentifiedinthisresearch.Thelackofskilledpeopleisa
challenge.However,asevidencedbythesmalloutsourcingsector,thischallengehasbeenovercome
inasmallscale,butthisisfarfromanindicationofacompetitivesector.Potentialcustomersmight
befoundamongorganisationsandcompanieswithpreviousconnectionstoCambodia,iftheyare
confidenttheycanreceivegoodservice.ThemanyyoungCambodiansstudyingITabroadshould
beencouragedtoestablishconnectionswithindustryinthecountriesofstudywithaviewtofuture
collaborationintheIToutsourcingsector.Thereareseveralwaysinwhichsuchconnectionscouldbe
established,e.g.seekingworkpracticeinthatspecificsectorinthecountryofstudyandmaintaining
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relationships with fellow students doing the same course, particularly those who intend to seek
employmentintheITOsector.

Byworkingtogetherwiththegovernment,theITOsector,e.g.throughICTF,maybeableto
influencethelegislativeandregulatoryenvironmenttobecomemoreconducivetoattractingITO
businesses.Thequalityoftheeducationsystemmustimproveandthenumberofgraduateswith
relevant IT-skillshas to increase forCambodia tobecomecompetitive in theglobal IT-industry.
Subjecttofinancialviability,outsourcerscouldinvestintheappropriatetraininginitiatives.Although
governmentsareoftennotgoodat“pickingwinners”,acombinedeffortbythegovernment,customers
andvendorstoidentifyparticularsegmentsintheITOsectoronwhichtoconcentrate,mightbea
goodwaytoproceed.Onesegmentwherethegovernmenthassignificantinfluenceisofcoursethe
publicsectorand,subjecttoAECregulations,theCambodiangovernmentcouldstipulateacertain
leveloflocalparticipationinoutsourcingitsownITcontracts.Theremightalsobeorganicgrowthin
thissectorfromexistingoutsourcersandindividualfreelanceIToutsourcersgrowingtheiroperations
intoformalbusinesses.Thegovernmentshouldexplorehowthiscanbeencouraged.

Limitations and Further Research
ThisinitialresearchintotheITOsector inCambodiais informedbysecondarydata.Inorder to
bemoreusefulforthegovernment,customers,vendorsandtheITresearchcommunity,astudyof
thisnatureshouldbecomplementedwithprimarydataforasetofempiricallytestablepropositions
informedbyfurthertheorydevelopment,derivedfrominterviewswithstakeholders.Inparticular,
thereisaneedtogetinputfromcompaniesintheIT-industryinCambodia,governmentofficialsas
wellasITOclientsoutsideCambodia.Consideringthesectorfromtheirperspectivesislikelytogive
deeperinsightsintoopportunitiesandchallengesandmoreimportantly,resultinadditionaluseful
recommendationsforstimulatingtheITOsectorinCambodia.

InterviewswithexistingandpotentialcustomersarealsonecessarytounderstandCambodia’s
competitiveadvantagesandweaknesses.AstudyonthebenefitstoCambodiaofbecomingmore
competitiveinthissectorintermsofeconomicvalue(exportsandimportsubstitution)aswellas
employmentwouldalsobenecessarytojustifygovernmentinvestmentinthesector.

Anotherwayofexpandingthisresearchtomakeitmoreusefulbothfortheorydevelopmentand
practicewouldbetomodeltheindicatorsinAppendixAagainstsuccessintheITOsectorindifferent
countries.Thiscouldbuildonmetricsusedinotherresearchtoidentifythemostcriticalfactors.The
countrybeingstudiedcouldthenbecomparedwithothercountriesintheregion,inthiscasemembers
ofASEAN,aswellaswithmoredevelopedcountries,e.g.thoseinG-8,G-20and/orOECD.The
resultingmodelwouldindicateinwhichareasacountryshouldfocustoimproveitsITOpotential.
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APPENDIX A – COMPARING CAMBODIA wITH THE OTHER ASEAN NATIONS
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Table 3. Business environment

Cambodia Brunei Indonesia Laos Malaysia Myanmar Philippines Singapore Thailand Vietnam Total 
ranked

Startinga
business1)

184 179 155 154 13 189 161 6 75 125 189

Dealing
with
construction
permits1)

183 53 153 107 28 130 124 2 6 22 189

Getting
electricity
1)

139 42 78 128 27 121 16 11 12 135 189

Registering
property1)

100 162 117 77 75 151 108 24 28 33 189

Getting
credit1)

12 89 71 116 23 171 104 17 89 36 189

Protecting
minority
investments
1)

92 110 43 178 5 178 154 3 25 117 189

Paying
taxes1)

90 30 160 129 32 116 127 5 62 173 189

Trading
across
borders1)

124 46 62 156 11 103 65 1 36 75 189

Enforcing
contracts1)

178 139 1727 99 29 185 124 1 25 47 189

Resolving
insolvency
1)

84 88 75 189 36 160 50 19 45 104 189

Freedomof
thepress2)

154 166 97 183 142 161 86 148 166 186 199

ICTservice
export(%
ofservice
export)3)

8 30 23 20 70 27 18

1) (World Bank Group, 2014) 2) (Freedom House, 2015) 3) (World Bank, 2016)


