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Executive Summary

This Sustainability Recommendation Paper (SRP) highlights
the importance of responsible wage digitalization in
Cambodia’s GFT sector, which has experienced significant
growth in the number of factories utilising digital wage
payments from 22% in 2018 to 72% in 2024. The paper under-
scores that wage digitalization benefits employers, workers,
and the broader economy by enhancing transparency,
financial inclusion, and security, particularly for women. It
also aligns with Cambodia's strategic goals of digital econo-
my development and private sector employment growth, as
laid out in the core strategic documents below:

+ Cambodia Digital Economy and Society Policy Framework
2021-2035

- National Financial Inclusion Strategy (NFIS) 2019-2025

- Cambodian Pentagonal Development Strategy

+ FinTech Development Roadmap (FDR) 2020-2025

» Cambodia Digital Government Policy 2022-2035

+ Cambodia Financial Technology Development Policy
2023-2028

- National Strategic Development Plan 2019-2023

» GFT Sector Development Strategy 2022-2027

Key stakeholders - including the Cambodian government,
financial service providers (FSPs), global buyers, and civil
society organizations - play a crucial role in promoting wage
digitalization through collaboration, gender-sensitive
financial training (80% of GFT workers are women), and
improving digital infrastructure. However, challenges such as
limited digital payment infrastructure in rural areas and low
financial literacy remain, requiring ongoing cooperation to
maximize the impact of digital wages.

Key Findings

+ Cost Savings for Factory Owners: Transitioning from cash
to digital wage payments can significantly reduce
expenses for factory owners.

» Adoption of Digital Solutions: With appropriate digital
wage solutions and support, both male and female
workers are likely to accept and use payroll accounts,
enabling them to access a variety of financial products and
services. This creates a robust market for FSPs.

» Supportive Ecosystem: Cambodia's existing infrastruc-
ture is conducive to wage digitalization, featuring
accessible smartphones, affordable internet, advanced
digital payment systems (e.g., ABA, Bakong, Wing Bank,
ACLEDA), and a growing number of merchants in urban
garment areas accepting digital payments.

* Need for Continued Support: Lessons from countries
such as Bangladesh reveal that ongoing assistance is

essential to facilitate wage digitalization, particularly for
non-export facing factories that have been slower to
adopt these changes.

Challenges Identified

+ Limited Experience: Many managers lack experience with
digital payroll, preferring familiar cash-based systems.

» Inadequate Support for Workers: Workers, especially
first-time account users, require education and support to
confidently use financial products.

« Lack of Access to Cash-Out Options: Limited automated
teller machine (ATM) access in rural areas makes workers
hesitant to fully embrace digital wages.

» Financial Ecosystem: A cash-centric ecosystem is still
prevalent, with insufficient acceptance of digital payments
outside urban areas.

» Gender-Specific Challenges: Women face unique barriers,
including societal norms that may limit their control over
finances, necessitating targeted support.

» Non-Export Facing Factories: These factories are slower
to adopt digital payments, making their workers particu-
larly vulnerable and unaware of their rights.

« Banking Practices: Digital wages can facilitate access to
formal financial services, but aggressive lending practices
could lead to over-indebtedness. Financial products
should focus on promoting savings rather than loans.

Recommendations

To overcome these challenges and facilitate the transition to
responsible wage digitalization, the report presents specific
recommendations for various stakeholders:

1. Government

+ Incorporate wage digitalization into national strategies
and labour laws, providing incentives for factories that
adopt these practices.

+ Establish consumer protection frameworks to prevent
costs associated with digital payments from being passed
onto workers.

2. Factories and Brands
 Support financial capacity-building initiatives for workers
and incentivize suppliers to adopt digital wage practices.

+ Leverage their influence to drive the transition to digital
wages, ensuring that costs do not burden workers.

Sustainability Recommendation Paper



3.Worker Organizations

+ Advocate for the integration of digital wage topics into
social dialogue initiatives and enhance workers' financial
literacy.

4. Financial Service Providers and Banking Associations

- Develop use cases for GFT sector workers, focusing on the
unique needs of women and vulnerable groups.

- Offer training to ensure workers can safely navigate and
utilize their digital accounts.

5.Civil Society Organizations

- Provide insights into the financial needs of workers and
deliver gender-responsive training to build confidence in
financial services.

From Recommendations to Action

To move from recommendations to action, it is essential to
create an enabling environment for responsible wage
digitalization. The following actions are recommended:

1. Actions by the Government

» Conduct a Legal Analysis: Assess current laws related to
wage digitalization and consider reviewing them so that
they more specifically facilitate the transition to digital
wage payments.

» Incentivize Adoption of Digital Wage Payments:
Encourage GFT sector employers to adopt digital wages by
recognizing those that provide financial capability
training. Establish training subsidies for non-brand-facing
factories and strengthen community training centres in
garment areas.

« Enhance Access to Financial Services: Regulate interop-
erability among financial service providers to allow
workers to withdraw funds from various ATMs without
extra costs. Consider creating standard operating proce-
dures or expanding guidelines for responsible wage
digitalization and a grievance redressal system for fraud
cases.

» Create an Enabling Environment: Improve internet
access for all and promote gender and disability inclusion
in digital services.
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2. Government and Industry Associations collaborate to
Strengthen Factory Capacities

» Incentivize Digital Transition: Encourage factories
currently paying in cash to switch to digital payments.

+ Capacity-Building Support: Provide necessary training
and resources to both cash-paying and digitally paying
factories to support their workers.

» Monitoring System: Establish a system to recognize and
reward employers who successfully implement digital
wages and training programs.

« Engage FSPs and CSOs: Collaborate with financial service
providers and civil society organizations to offer financial
capability training to workers.

» Share Best Practices: Promote the benefits of digital
payroll and share successful digitalization strategies and
case studies among suppliers.

3.Support from Global Brands and Buyers

» Public Commitment: Brands should publicly commit to
responsible wage digitalization, as seen with companies
like Gap, H&M, Inditex, M&S, PVH and Target, through the
UN Better than Cash Alliance.

» Supplier Support: Encourage suppliers to transition
responsibly to digital wages by financing necessary
training and advisory services, ensuring that costs are not
shifted to workers.

Conclusion and Way Forward

The advancement of wage digitalization in Cambodia's GFT
sector is not only a pathway to economic efficiency but also a
means to empower workers, particularly women. By
encouraging collaboration among all stakeholders and
implementing strategic recommendations, Cambodia can
significantly enhance financial inclusion and contribute to
the overall development of its economy.

All stakeholders are urged to engage actively in promoting
responsible wage digitalization through legal reforms,
financial education initiatives, and support for factories
transitioning to digital systems, ensuring that the benefits are
shared equitably among women and men workers and
employers alike.



Deutsche Gesellschaft fir
Internationale Zusammenarbeit (GI1Z) GmbH

GIZ Office Phnom Penh

Oval Office Tower, 10F Building No. 1 Street 360, Boeung Keng Kang 1
Phnom Penh, Cambodia

T +855 23 860 110

E giz-kambodscha@giz.de

|  www.giz.de/cambodia



