Informal Translation
INTERVENTION

Deputy Prime Minister Keat Chhon, MP

Minister of Economy and Finance, First Vice Chairman 
of the Council for the Development of Cambodia 
and Coordinator of the Government-Private Sector Forum

at the15th Government-Private Sector Forum

Palais du Gouvernement, 27th April 2010


· Respected Samdech Akka Moha Sena Padei Techo HUN SEN, Prime Minister of the Kingdom of Cambodia,

· Distinguished Participants in the Government-Private Sector Forum

1- Today, the Government-Private Sector Forum is holding its meeting, which, as usual, is a Cabinet meeting enlarges to the private sector with participation of official development partners. This Government-Private Sector Forum is the 15th Forum. All of us can say that this meeting coincides with the 10th anniversary of the establishment of the Government-Private Sector Forum as Samdech Akka Moha Sena Padei Techo HUN SEN, Prime Minister of the Kingdom of Cambodia, who has bright, clear and long-term vision and wisdom, created this Forum on 21 December 1999. As a member of the Royal Government, tasked with coordination of the Government-Private Sector Forum, I would like to seek permission from our Forum to use this privilege on this auspicious occasion to elaborate the entire forum's feelings in respectfully expressing appreciation to Samdech Akka Moha Sena Padei Techo HUN SEN, Prime Minister of the Kingdom of Cambodia, who is the architect of this Forum, and Samdech Techo Prime Minister has always guided and provided, from one Forum to another since the first meeting, the vision, strategies, measures, and wise decision for the implementation in order to improve the business and investment climate and strengthen the role of the private sector as the engine of economic growth.
2- This 15th Government-Private Sector Forum is held in a context in which peace continues to prevail in the Kingdom of Cambodia, along with complete political, institutional and physical territorial unity, as a result of the win-win policy of Samdech Akka Moha Sena Padei Techo HUN SEN, Prime Minister of the Kingdom of Cambodia. This year is the 12th year in which the Kingdom of Cambodia has enjoyed peace, territorial unity, political stability, social order, security and macro-economic stability as well as fully safeguarding of sovereignty and territory of the Kingdom of Cambodia. These are the historical achievements of Samdech Techo Prime Minister. In his capacity as an outstanding leader, he has lead our beautiful Angkor motherland not only to sustainable development, but also prestige and equal footing with other countries all over the world, in dealing with regional and international affairs in all sectors. All of us always remember these eternal achievements because "when eating a fruit, remember the one who planted the tree", "when drinking well water, remember the diggers".

3- Since the 14th Forum held on 21st November 2008 to this Forum, which is about more than a year, no plenary Government-Private Sector Forum was held, but under Samdech Techo Prime Minister's wise and pragmatic leadership, the Royal Government has set out and implemented systematic, consistent and coherent policies to responded vigorously and timely to reduce the impacts of the international financial crisis and the global economic downturn on Cambodia's financial sector and real economy. This has helped to maintain the economic growth so that it would not fall below zero. The Royal Government has steered the Cambodian economy through the most difficult phase of economic crisis. In this arduous process, the Royal Government managed to maintain the stability of the financial sector as well as macro-economic and social stability, and created a more favourable environment for economic activities and business while strengthening social safety net for the people.
4- At the same time, following Samdech Techo Prime Minister's instruction, the Committee for Economic and Financial Policy and the Private Sector Development Steering Committee of the Royal Government have carried out their work diligently, effectively and coherently, and have responded properly according to the situation in compliance with Samdech Techo Prime Minister's ongoing decisions to help the sectors directly affected by the crisis, such as garment, tourism, construction, and real eastate sector. For in stance, the Royal Government has made continuous fiscal interventions for the benefit of textile factories, garment factories, and footwear manufacture as well as industry supporting this sector. In this regard, the government has suspended the withholding tax on profits for garment and footwear factories till end of 2012, although this caused the State to lose cash for monthly use on average 4 billion Riels per month in 2009, and losses will be over 4 billion Riels in 2010. At the same time, to allow garment supporting enterprises to implement 0% VAT makes the State lose recurrent revenue for monthly use of 4.3 billion Riels per month on average in 2008, and the loss has increased to about 9.3 billion Riels in 2010. In addition to this intervention, the Royal Government has helped pay the 0.3% risk contribution on behalf of garment and footwear for 2 years (2009-2010). Along with the assistance to increase productivity in the garment sector through the enhancement of social safety net as well as re-training and providing jobs for victims in the sectors affected by the crisis, the Royal Government has launched the Samdech Techo Prime Minister's Special Fund. This has provided training for a total 40,140 adults and worker who had lost their work and had been unemployed across the country. At the same time, the Royal Government has also established an Agriculture Support and Development Fund to advance development of agriculture, in general, and, in particular, to increase productivity in this sector, especially rice and paddy, and to diversify growth bases. The Royal Government has paid attention to and set out measures, one after another, to reduce entrepreneurs’ expenditure, both formal and informal, in order to promote competitive advantage and effectiveness in attracting investment.
5- Further, the Royal Government has set out a number of other measures through interventions of public finance and measures to implement tax and excise policies for the private sectors as follows:
· To serve the agriculture sector, the Royal Government has reduced the custom tariff from 35% to 7% for 6 tariff line on goods such as engine of the small tractors (ko yun), diesel engine for tractors, and grass cutting machines; and has reduced the tariff from 15% to 0% for 12 tariff line on such goods such as pesticide spraying machines, harvesting/threshing machines, and sorting machine for fruit and other agricultural produce.

· To promote development of small and medium enterprises, the Royal Government has reduced the tariff for 634 tariff line. In this regard, 252 tariff lines have received tariff reduction to 0% rate, including barley, gravel, road rock, some minerals and mineral residues, cotton, hemp fibre, barks, textile fibre from plants, some natural gemstones, silver, gold, platinum, etc.
· The Royal Government has been implementing policies of trade facilitation through risk management in order to establishment a national single window system by maximising use of IT in the future. For instance, the use of colour for treatment channels of Single Window Documents (SAD) at the Sihanoukville International Port has achieved remarkable results. In general, in 2009, the level of SAD red treatment channel, which requires physical inspection, was about 21% of the total SADs, a good level in compliance with the Royal Government's policy specifying that inspection must not exceed 25% of the total SADs.
6- Meanwhile, the 8 Working Groups of the Government-Private Sector Forum have carried out their tasks well by resolving a large number of controversial problems, and have actively contributed to an improved investment and business environment. The Private Sector Development Steering Committee and its 4 Sub-Steering Committees have worked coherently, proactively, and flexibly both internally within the Royal Government and with the 8 Working Groups of the Forum, demonstrating a dynamics of stakeholder system.
7- However, some Working Groups have forwarded outstanding issues related to tax and excise, requested duty exemptions from the Ministry of Economy and Finance and raised other issues for Royal Government resolution that are related to governance. With regard to subsidies requested by the private sector, in which the state is responsible to pay tax and excise on behalf of the private sector, the public finance have reached a stage in which, like a tight spring, no more flexibility is possible. With regard to governance, this is at the core of the Rectangular Strategy, Phase II of the Royal Government of the Fourth Mandate of the National Assembly. It is for this reason that the Royal Government has just created a new Sub-Committee on Corporate Governance Development, which is part of the Private Sector Development Steering Committee. This is in addition to the Sub-Committee on Investment Environment and Private Participation in Infrastructure, the Sub-Committee on Trade Development and Trade-Related Investment, and the Sub-Committee on Small and Medium Enterprises. The new Sub-Committee on Financial Corporate Governance Development is led by Dr. Aun Porn Moniroth, Chairman of the Supreme National Economic Council. Although some companies have inevitably faced difficulties as a result of financial crisis, which required intervention from the State, data from the General Department of Taxation show that garment firms and subcontractors have made profits, yet still continue to seek tax and excise relief from the State. This reflects lack of responsibility, i.e., lack of internal governance on the part of the private sector. Therefore, it is necessary that the private sector plays its part by paying taxes and excise to the Royal Government, in accord with State laws, and improve corporate governance to ensure fair competition.

8- At a juncture whereby our Government-Private Sector Forum has become mature, and has recently been judged by an international assessment of the World Bank to be an effective mechanism and as having achieved significant tasks for the country with consistency and effectiveness together with development and reforms of the Royal Government, I would like to ask for permission from Samdech Techo Prime Minister and the Forum to highly appreciate HE Sok Chenda, Minister Attached to the Prime Minister, and Secretary General of the Council for the Development of Cambodia, for playing an effective role as the Secretary General of the Government-Private Sector Forum. At the same time, I would like to appreciate Dr. Lili Sisombat, Project Manager of the International Financial Corporation (IFC), for playing the coordinating role in the process of the Government-Private Sector Forum.
9- It is true that the international financial crisis has eased, but the sky has not become clear yet, like Samdech Prime Minister used to say. In this context, there is still need to regulate the financial industry. We believe that only by doing so will the sustainability and stability of this sector be maintained. Therefore, we need to overcome any resistance that obstructs the regularization. On the occasion of this auspicious optimistic and realistic meeting, and in the context of Cambodia moving forward again on the path to rapid economic growth after experiencing the worst of the economic crisis, our 15th Forum, in its discussions, awaits the wisdom and instructions of Samdech Techo Prime Minister.

Thanks for attention!
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