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This Sustainability Recommendations Paper (SRP) on
Sustainability Reporting in the Garment, Footwear and
Travel Goods (GFT) Sector aims to strengthen the founda-
tions for environmental, social and governance (ESG)
practices and data collection and management for reporting.
This is increasingly important, as new HREDD legislation,
mostly from Global North (buyer markets), is likely to set a
backdrop for evolving sustainability reporting requirements
in the future.

The EU is one of Cambodia’s largest destination markets for
GFT products, with an export value of $2.9 billion destined
for European retail customers in 2024 under all EBA
(Everything But Arms) categories (textiles, footwear, bicycles,
foodstuffs, milled rice, and other agricultural products).
Therefore, recent EU legislation on sustainability reporting
and human rights due diligence and the attendant require-
ments will have a significant impact on the GFT sector and its
ability to continue to provide products of the quality needed
for EU markets.

While an estimated 80% of top 50 listed companies in
Asia-Pacific adopt the Global Reporting Initiative (GRI)
framework, existing national laws and guidelines in
Cambodia do not include sustainability reporting, nor even
environmental, social and governance reporting apart from
some requirements set out in the 2023 Environmental Code.
This gap leaves a large burden on individual companies to
build and procure the tools, systems and processes needed to
fulfill buyer and other stakeholder requirements, resulting in
confusion, increased costs, and potential loss of buyers in
favor of producing countries with more advanced sustain-
ability reporting in place.

Relevant studies agree that “Among a wide range of sustain-
ability-related issues, climate change and human capital are
the most prevalent issues in Asia and globally.” Studies also
show that investors look favorably on ESG reporting as a
hallmark of transparency and accountability, meaning that
countries with sustainability reporting will be able to more
easily attract investment.

For Cambodia, we do not recommend creating new national
sustainability reporting requirements from scratch, as this
field is still evolving. Additional legislation could complicate
compliance and increase costs for Cambodian export-orient-
ed companies, potentially disadvantaging them in interna-
tional markets. Instead, we suggest that the government
develop incremental steps toward internationally accepted
sustainability reporting standards. These steps would support
local companies in meeting both domestic labor and

environmental requirements and aligning with the data
needs of international buyers. To be effective, these founda-
tions should draw from established international legislation
and guiding principles.

By maintaining a strong national approach to regulating
environmental, labor, and other business impacts, Cambodia
can project a cohesive vision of responsible business while
allowing companies, especially those in export sectors, the
flexibility to adapt to international reporting standards.

For instance, the Royal Government of Cambodia and the
GFT industry could establish non-legislative support for GFT
companies, helping them implement new HREDD standards.
They could also create a common framework for sustainabil-
ity reporting tailored to Cambodian GFT companies,
referencing global frameworks like the UNGPs, OECD
Guidelines, ILO Conventions, and environmental standards.
This could serve as a practical guide for Tier 1 factories that
will be mandated to adhere to HREDD Standards, and could
be a support to the non-exporting, Tier 2 and Tier 3 factories
to initiate sustainability reporting. We encourage the Royal
Government to seize this opportunity.

The United Nations Guiding Principles on Business and
Human Rights (UNGPs) and the OECD Due Diligence
Guidance for Responsible Supply Chains in the Garment &
Footwear Sector (OECD Guidelines) are well established and
accepted and are the foundations on which much recent
legislation on human rights and environmental due diligence
(HREDD) is based.

This could be achieved by providing tools for data measure-
ment, offering financial and technical support to help
companies adopt sustainable practices, and improving
management systems, especially for tracking environmental
and social impacts. Progress in sustainability reporting will
lead to better operations, enhanced environmental and social
outcomes, and increased competitiveness for Cambodian
businesses, particularly with EU clients who may pay a
premium for reliable sustainability data. Government
leadership will be crucial in aligning stakeholders to drive
this transformation.

This paper highlights key challenges related to sustainability
reporting in Cambodia’s GFT sector:

1. Low awareness of sustainability principles,
including data management and transparency.



2. Limited data collection and management systems
within factories.

3. Lack of accessible tools for measuring
environmental metrics.

4. Gaps in national legal requirements for sustainability
reporting, missing alignment with key frameworks.

5. Limited access to resources and collaborative initiatives
to implement sustainability cost-effectively.

6. Growing demands for data transparency and stricter
supplier codes of conduct, with uncertainty around how
courts will interpret these regulations.

7.Increased emphasis on grievance mechanisms, which
must be part of effective worker engagement programs,
supported by the right incentives, KPIs, and external
entities like trade unions.

These recommendations have been developed following
extensive desk research, expert consultations, industry input,
and feedback from two key events in the GFT sector: (1) The
fifth public-private dialogue hosted by the Responsible
Business Hub and GIZ FABRIC on 2 November 2023 at the
Hyatt Regency, Phnom Penh, titled “Sustainability Reporting
in 2023: Navigating Global Standards,” and (2) the workshop
and closing event hosted by GIZ FABRIC, CGTI, and TAFTAC
on 19 September 2024 at the CGTI/TAFTAC Auditorium,
Phnom Penh, titled “Reporting on HREDD and Sustainability
Requirements for International Buyers.

We respectfully recommend:

1. Provide leadership and incentives for strong manage-
ment systems, focusing on human rights, resources, and
environmental data management for export-oriented
businesses.

2. Address sustainability reporting gaps through govern-
ment programs offering financial and technical support.

3. Align national laws with international standards (e.g.,
ILO Conventions) and ensure fair, equal enforcement.

4. Leverage trade partnerships to secure financial, contrac-
tual, and reputational protections and mutual obligations

from client companies for Cambodian companies sharing
transparent sustainability data.

. Establish a cross-functional governance structure to

collect, analyze, and report ESG and sustainability data
across the business.

. Engage with stakeholders to understand sustainability

issues and create consultations for identifying, mitigat-
ing, and addressing environmental and human rights
impacts.

. Develop a sustainability reporting approach that adds

value for buyers, investors, and business operations,
addressing climate change and human rights risks and
facilitates your ability to negotiate for better pricing and
terms.

. Offer capacity-building opportunities focused on key

competencies for sustainability reporting.

. Collaborate with the private sector, especially associa-

tions, to guide suppliers and brands on HREDD.

. Convene the private sector to identify barriers and

opportunities for collaboration or investment in shared
resources.

. Lead by example—ensure sustainability representation at

the leadership and board levels, embedding it through-
out your operations.

. Practice responsible sourcing, including fair pricing that

considers the cost of doing business and the costs and
risks associated with data collection, management and
reporting, and identifying, mitigating, remedying and
reporting on risks to people in supplier operations.

. Create shared responsibility with supply chain partners

by setting reasonable KPIs and good incentives and
providing financial and technical support to suppliers.



1. Engage in constructive dialogue with industry to
promote sustainability reporting.

2. Provide capacity building, especially for unions, worker
representatives, and grievance mechanisms, tailored to
HREDD and national contexts.

Recent legislative changes and the growing number of
countries enacting laws on environmental impact, human
rights, and sustainability make it clear that the nature of
global value chains, and their role in distancing consumers
from the environmental and human impacts of the products
they purchase is no longer acceptable in much of the Global
North. Doing business in major markets like Europe, the US,
Canada, South Korea, Japan, Australia, the UK, and China will
soon require companies to recognize their negative impacts
and systematically monitor and address them over time.

Unlike the compliance-driven approaches of the past, new
regulations on sustainability and due diligence emphasize
proactive risk identification, reliable data collection, and
corrective actions, rather than simply creating policies and
conducting training.

In Cambodia, human capital issues, such as labor rights and
worker wellbeing, and environmental damage, like pollution
and resource depletion, are recognized as financially material
risks for companies in Cambodia’s GFT sector. They can
significantly impact a company's profitability, reputation, and
long-term sustainability by leading to fines, production
delays, loss of contracts, or damage to their reputation if not
effective managed.

A recent study by CamED Business School found that 74% of
people surveyed in Cambodia were aware of sustainability
reporting but fewer than 30% were prepared to do any
reporting on environmental or social impacts of their
business operations. The study concludes that the lack of a
national law requiring sustainability reporting was a
significant contributing factor to Cambodia being in such an
early stage of non-financial and sustainability disclosure. The
survey also revealed that 68% of people agreed that non-
financial as well as financial information or sustainability
reporting is beneficial, for the disclosing party’s reputation
and brand.

While no legal framework exists in Cambodia for
sustainability reporting, additional legislation is not the only
strategic path forward for Cambodia and the GFT sector. In
many countries, listed companies and other large employers
are required to do some kind of sustainability reporting,
either in line with international standards like GRI or ISSB, or
bespoke standards set by the country or stock exchange they
are listed on. By promoting international standards, countries
make it easier for their businesses’ sustainability efforts and
achievements to be understood by outside investors and
buyers.

National governments can also provide important
leadership and commitment on sustainability, as well as
coordinate support and resources to help businesses get up
to speed, e.g. encouraging production with sustainability and
marketing the additional value of products with
sustainability data; providing funding opportunities and
grant programs either directly or through carbon credit,
green bonds or other methods; facilitating the convergence
of standards and requirements; convening stakeholders to
illuminate context specific issues and to model constructive
engagement between business and other stakeholders; and
capacity building for management teams and members
would go a long way in ensuring that Cambodian companies
are prepared to engage with their buyers who require
sustainability data or reports. The alignment, involvement
and support of the private sector, civil society, and
development partners is also crucial for facilitating the
clearest path for Cambodian GFT businesses to include
sustainability reporting as part of their annual reports.
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