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UNDERSTANDING RULES OF ORIGIN

FOR EXPORT VIA RCEP

RCEP Countries’ Ratification Status
- N

il I_ﬁEP MEMBER COUNTRIES
.-'I""

Why Rules of Origin Matters in

RCEP Negotiation?

THAT HAVE RATIFIED:
- Brunei - Cambodia  -Lao PDR
- Malaysia - Myanmar - Singapore
om= ) - Thailand - Vietnam - Australia
Identifying the genuine  Distinguishing between _China - Japan - New Zealand
beneficiaries preferential and - South Korea
RCEP MEMBER COUNTRIES

non-prefential tariffs

What Exporter needs to know

to determine Rules of Origin?

\

D THAT HAVE NOT RATIFIED:

- “31 - Indonesia

- Philippines

J |
% | O Sruducté-laémnnized How to get
“ _ e il Certificate of Origin?

#
-
-

Necessary Export Documents WHOLLY OBTAINED OR
WHOLLY PRODUCED
1. Bill of Landing ] ( (2
2. Packing Lists Al == S
3. Commercial Invoice | > i | - PRODUCED EXCLUSIVELY
4. Insurance Certificate \ __ ~ FROM ORIGINATING MATERIALS
(if required by buyer) 1 e Docur ante |
J. Certificate of Origin Exporn bYL
(Ministry of Commerce)
6. Sanitary and Phytosanitary —— PRODUCT-SPECIFIC RULE

Certificate for Agricultural Goods
(Ministry of Agriculture, Forestry and Fisheries)

1. Customs Declaration _ _ _
Regional Value Change of Chapter, Tariff Chemical

_ Content = 40% Heading, or Tariff Sub-Heading Reaction Rule
Please scan the following documents: Organized by: (RVC40) (CC, CTH, CTSH) (CR)

RVC40: Goods with materials no less than 40% originated in RCEP.
CC:  Goods changed in two-digit HS code.

CTH: Goods changed in four-digit HS code.

CTSH: Goods changed in six-digit HS code.

" CR:  Goods undergone chemical reaction process.

Rl ke O E .

RCEP Rule of Origin MOC CO Automation
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LOCAL NEWS

Cambodia Growth Projection At 5.3% in 2022
And 6.5% in 2023

Source: Asian Development Bank

The economy is forecast to grow by 5.3% in
2022 and 6.5% in 2023. Growth in the
economies of major trading partners will
continue to support the strong momentum of
Cambodia’s merchandise exports and inflows of
foreign direct investment. Industry output is
expected to grow by 8.1% in 2022 and 9.1% in
2023. Growth in the garments, travel goods, and
footwear segment will be driven by strong
external demand supported by a relocation of
orders from the People’s Republic of China and
neighboring countries. This growth will also be
buoyed by the implementation of the Garments,
Footwear and Travel Goods Development
Strategy to raise competitiveness in this segment.
Growth of non-garment manufacturing should
reflect expected strong external demand
supported by recent free trade agreements with
the People’s Republic of China and the Republic
of Korea and a new investment law. Agriculture
output is expected to grow at 1.2% over the
forecast horizon. Click here to read more

Auto, Electronics Development Key for
Cambodia’s Growth

Source: Khmer Times

The Ministry of Economy and Finance held a
meeting to discuss a roadmap for developing
Cambodia’s automotive and electronics sectors.
Following the meeting, two documents were
prepared. First, the ‘Roadmap for the
Development and Attraction of Investment in
the  Automotive Sector’ targets the
development of Cambodia’s automotive sector
and links it to the regional and global value
chain. It intends to promote the production of
more complex vehicle components and higher
value-added. Second, the ‘Roadmap for the
Development and Attraction of Investment in the

* Unofficial translation

Vol 01 | Issue 04

Electronics Sector’ which aims to produce a wide
range of electronic components, semi-finished
components, sub-assembled products and fully
assembled products to serve the regional and
global export markets. Click here to read more.

Cambodia’s Q1 Trade Jumps on Covid-19
Handling, FTAs

Source: Khmer Times

The government’s effective handling of the
Covid-19 crisis and various Free Trade
Agreements (FTAs) helped boost Cambodia’s
international volume in the first quarter of this
vear. The Kingdom’s international trade
reached $13.1 billion during the January-March
period in 2022, up 9.1 percent compared to the
same period last year, according to the General
Department of Customs and Excise (GDCE)’s
latest report. The export volume reached $5.7
billion, up 25.7 percent, and the import volume
was valued at $7.4 billion, a slight drop of 0.9
percent, the report said. Click here to read more

Ivory Lemongrass Ready to Reach Canada’s
Market Soon*

Source: Cambonomist

Cambodia’s "lvory" lemongrass is in great
demand in both domestic and foreign markets,
especially in Thailand into which up to 100 tons
per week from Cambodia were exported in the
past. Presently, the lemongrass growing
community is getting prepared for export to
Canada as the demand in Thailand is facing
turbulence due to the Omicron rise. According to
Neak Phea, head of the Snuol Tret community,
the price of lemongrass for export to Canada is
1,800 riel/kg, only 600 riel/kg over the 1,200
riel/kg the community buys from farmers. As
such, the profit margin for traders from this
lemongrass product is not remarkable yet as the
production cost is still relatively high. Click here
to read more
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GLOBAL NEWS

The Ukraine War Has Led WTO to Cut Its
Global Trade Growth Forecast for This Year

Source: BBC

The previous 4.7% growth forecast has been cut
to 2.5% due to "the impact of the war and related
policies", said WTO boss Dr Ngozi Okonjo-lweala.
The cut is also linked to continuing global supply
chain problems that started as a result of the
pandemic."I'm truly worried about looming
hunger, particularly in poor countries that can
least afford it," Dr Okonjo-lweala warned. Trade
has become a key tool many countries have used
to pressure President Vladimir Putin over his
decision to invade Ukraine. Ukraine has cut
economic ties with Russia and led calls for it to be
suspended from the WTO because of the war.
However, no country has ever been expelled
from the WTO, something the Director-General
said is "not an easy thing to do". She says there is
no mechanism to kick Russia out despite some
leading international trade lawyers disagreeing.
Click here to read more

Globalization Not Working — In an Age of
Insecurity, We Need More Local Solutions

Source: The Guardian

The International Monetary Fund issued a
warning about the risk of the war accelerating
the fragmentation of the world into rival
economic blocs. The IMF is worried about the
risk of a return to the 1930s. It fears the
current trend towards deglobalization will
result in trade barriers going up, countries
adopting their own technological standards —
and rival reserve currencies emerging to
challenge the supremacy of the US dollar. The
mistake is to see globalisation as synonymous
with multilateralism rather than the particular
variant of international capitalism that has
emerged in the three decades since the
collapse of communism. But the prime reason
for the rethink of globalisation is political. The
age of insecurity has arrived and it has
prompted a predictable backlash from voters

Vol 01 | Issue 04

unhappy about the rising cost of living, falling
living standards and rising inequality.

China's Trade with RCEP Members Sustains
Steady Growth

Source: Xinhua

Trade between China and members of the
Regional Comprehensive Economic Partnership
(RCEP) has seen steady growth since the trade
agreement took effect at the beginning of this
year, the latest official data showed. According
to the General Administration of Customs
(GAC), China's trade with the other 14 member
states expanded 6.9 percent year on year to
2.86 trillion yuan (about 448.6 billion U.S.
dollars) in the first quarter of 2022, accounting
for 30.4 percent of China's total foreign trade
value. The world's largest free trade pact is
believed to create a more favorable trade
environment in the region. The free trade pact
initially entered into force for 10 members on
January 01, 2022, followed by South Korea and
Malaysia on February 02 and March 18. Up to
now, the agreement is effective for 12 of its 15
signing members.

A Framework for Ongoing Commitments to
RCEP Success

Source: East Asia Forum

For member states of the Regional
Comprehensive Economic Partnership (RCEP)
its signing, ratification and being in effect are by
no means the final goal. RCEP is designed in the
‘ASEAN Way’, meaning members must make it
a living and evolving agreement if it is going to
help successfully defend the rules-based trading
regime. In particular, continuous commitment
to RCEP by non-ASEAN member states will be
key. Recent policy debates in countries including

Japan have been dominated by geopolitics.
Discussions of economic statecraft and

economic security have taken centre stage and
many proclaim the end of the era of
globalisation. Click here to read more
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Crude Oil Futures Climb after Draws in US
Crude, Product Stocks

Source: S&P Global Commodity Insights

Crude oil futures were higher in mid-morning
Asian trade April 21 amid still tight supply
fundamentals, with sentiment receiving an
extra boost from draws in US crude and
product stocks last week. Total US commercial
crude stocks fell 8.02 million barrels to 413.73
million barrels in the week ended April 15, US
Energy Information Administration data
showed April 20, leaving inventories nearly
15% behind the five-year average for this time
of the year. The draws come as US crude
exports surged 2.09 million b/d to 4.27 million
b/d, the highest since March 2020 Further,
nationwide distillate stocks fell 2.66 million
barrels to 108.74 million barrels. Click here to
read more

Vol 01 | Issue 04

Japan Formally Revokes Russia’s ‘Most
Favored Nation’ Status

Source: Asia News Network

Japan formally revoked Russia’s “most
favored nation” trade status Wednesday over
its invasion of Ukraine. The revocation of the
trade status applies to tariffs on all Russian
imports, allowing Tokyo to impose higher
duties on such products. It followed a decision
along with the U.S. and other Group of Seven
member nations. In March, as sanctions took
hold, Japan’s exports to Russia fell nearly 32%
but imports surged nearly 90%. Nearly two-
thirds of that was energy related, with sharp
increases in imports of natural gas, oil and
coal. Japan is taking a greater role in the
international effort against Russia because of
concerns about the impact of the invasion in
East Asia, where China’s military has grown
increasingly assertive. Click here to read more
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OPINION PAPER

COMMON OWNERSHIP AND COMPETITION
LAW’S INFRINGEMENTS

By Mr. Keo Buntheng
Chief of Commercial Law Bureau
Department of Legal Affairs

Common ownership occurs where a common
set of large, diversified financial investors
simultaneously hold non-controlling minority
equity shares or ownership interests in several
competing firms (India Business Law Journal,
2020). The common ownership, sometimes
referred to as horizontal shareholding, is a term
that reflects the investment practice of many
institutional investors to hold investment
positions in more than one company competing
in the same sector (Dallas., G, 2018).

Due to its complicated nature, there are various
debates among competition authorities
globally; for instance, the European Commission
has taken common ownership into account in
two recent high-profile merger cases, namely
Dow / DuPont (2017) and Bayer / Monsanto
(2018); the US Federal Trade Commission held a
hearing on common ownership which led to
strong reactions from investors and index
providers; and the common ownership and its
impact on competition was also a topic at the
OECD roundtable discussion at the end of 2017.
Currently, common ownership is one of the
focus issues in countries where competition law
exists as academicians and practitioners are
increasingly concerned by the effect of common
ownership on competition. With regards to its
impact, it is believed that the common
ownership  always amounts to the
infringements of the competition law based on
some evidences and reasons below.

According to the theory of coordinated effects,
common ownership could increase the
potential for collusion among common owners
or the managements of commonly owned firms,
or both. It suggests that common ownership
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could encourage the common owner to
facilitate coordination by its portfolio of
companies. In principle, the coordinated effects
occur when, in the presence of given market
conditions (e.g. market transparency, product
homogeneity, etc.), the merger or acquisition
increases the probability that, post-transaction,
merging parties and their competitors, or the
acquirer and its competitors may successfully be
able to coordinate their behavior in an
anticompetitive way, for example, by raising
prices (FRAZZANI, S. et al, 2020).

Similarly, the theory of unilateral effects
suggests that the common shareholding may
lead to short-term price increases and a decline
in quality, variety or innovation, due to fewer
incentives to compete. In this regard, potential
anticompetitive effects can present themselves
in the form of unilateral effects (i.e. arise from
the individual conduct of the commonly owned
firms). Under such theory, by virtue of their
simultaneous holdings in competitors’ shares,
common shareholders, unlike a single owner,
have an interest in the profits of competitor
firms whose shares they own. This may, from a
portfolio standpoint, give them an incentive to
prompt the management of these rival firms to
engage in less vigorous competition in the
relevant market. The proponents of the
unilateral effects’ theory argue that, by the very
structure of the common shareholdings,
common owners would also have the ability to
influence the management of commonly
owned firms to compete less with one another
(e.g. by raising prices or negatively impacting
other parameters of competition, such as
quality or innovation) than would be the case
under a single firm owner scenario. In addition,
commonly owned firms’ management would be
receptive to such common shareholders’
influence. Various corporate governance
mechanisms could be the channels through
which such influence is exercised (FRAZZANI, S.
et al, 2020).
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Furthermore, under the theory of harm, it is
provided that common ownership increases the
potential for collusion among common owners,
managements of commonly owned firms, or
both. Under this theory of harm, explicit
collusion would become more likely, since
common owners would have incentives to act
as a conduit for commonly owned firms to
iInfluence managers of firms they own to raise
prices (“common owners as a ringleader”
theory of harm). In addition, common
ownership can foster tacit collusion among
common owners because it can align the
incentives of competitors to run a stable cartel.
This, in turn, can make explicit collusion more
successful.

In the same regard, the microeconomic
argument suggests that firms in a sector owned
by overlapping sets of investors have reduced
Incentives to compete. When investors have
more than one corporate holding within the
same sector, it stands to reason that they hope
all of these corporates are successful, not just
one (even though some will inevitably perform
better than others). This microeconomic theory
suggests that investors, will encourage, explicitly
or implicitly, anti-competitive practices that
benefit the companies involved—and their
investors—at the expense of consumers and the
public good more generally. For instance, the
empirical research on airline sector has
suggested that the impact of common
ownership was to inflate the cost airline tickets
for consumers by 3-7% relative to normal
competitive pricing. Echoing this finding, some
recent empirical studies (the Azar / Schmalz /
Tecu Airlines, etc) have concluded that common
ownership may have a detrimental effect on
market competition in certain concentrated
sectors, particularly in airlines, retail banking
and pharma. To be precise, the papers of
Elhauge and Azar et al., produced empirical
evidence focusing on the airline sector
suggesting that common ownership by
institutional investors results in distorted
competition along several factors, including
ticket prices. Elhauge also issued a further paper
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on horizontal shareholding in 2018, defending
his arguments from his critics, and presenting
“economic proofs” which shows that “without
any need for coordination or communication,
horizontal shareholding will cause corporate
managers to lessen competition to the extent
they care about their vote share or re-election
odds and will cause executive compensation to
be based less on firm performance and more on
industry performance.” In brief, these studies
find that in oligopolistic markets where
competitors have shareholders in common (1)
prices may be higher, (2) collusion may be more
likely and (3) management incentives may be
oriented towards industry performance and not
firm performance.

In the US, two empirical economic studies
sparked a debate on the potential
anticompetitive effects of common ownership.
In a paper focused on evidence from the US
airline market, scholars showed that there was
a statistically significant increase in the retall
price level when the levels of common
ownership increase (Azar et al, 2018). In another
paper, focused on the US banking sector,
scholars concluded that interest rates and fees
for banking deposit services were higher when
the pattern of common ownership was present
(Azar, Raina et al, 2016).

In conclusion, there are various theories and
literatures proving that the common ownership
can cause potential harm to the competition in
the market, namely the theory of coordinated
effects, the theory of unilateral effects, as well
as the theory of harm. To make better
judgement on anti-competitive effects of the
common ownership, we need to take into
consideration some factors such as the
economic impacts, relevant market structure,
the influence on management’s decisions on
incentives and prices, and other related aspects
which require more empirical researches.
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RESEARCH PAPER

POTENTIAL IMPACT OF RCEP AND STRUCTURAL TRANSFORMATION ON CAMBODIA

Shandre Mugan Thangavelu
Vutha Hing
Ea Hai Khov
Bunroth Khong

Seychanly Tith

Summary

This paper analyses the impact ofthe RCEP on the Cambodian economy in terms of trade, output growth, and
employment. This is done through quantitative (structural gravity model estimations and simulation) and
qualitative analysis —a trade policy evaluation in terms of exports, output, and structural transformation of
the economy inthe global and regional value chain. The results indicate a positive impact of the RCEP on
the Cambodian economy. The Cambodian economy will experience larger positive impact on the domestic
economy with deeper trade and investment facilitation and domestic reforms. The results highlightthe
importance of the RCEP for the pandemic and post-pandemic recovery and structural
transformation of the Cambodian economy.

The paper also provides key policy recommendations to maximise the benefits of the RCEP for inclusive
and sustainable growth in Cambodia:

(i) the need to increase the competitiveness and linkages of Special Economic Zones to GVC
activities to attract multinational activities in these industries;

(i) the need toimprove and increase GVC linkages such as logistics service linkages, infrastructure,
and increased domestic SME participation in regional GVC activities, as logistics servicelinkages are
critical for the movement of intermediate goods in higher value-added activities;

(iii) theimportance of technical and vocational skills development that complements and increases
the adoption of new technologies in higher value-added industries — to provide strong human
capital and semi-skilled and skilled l[abour force that drives higher value-added activities, which
is critical forCambodia at this stage of development;

(iv) the need to align domestic service industries supporting manufacturing activities with CIK GVC
activities, as logistics and transportation activities are expected to increase with the GVC activities
driven by CJK; and

(v) the need to reform traditional trade in services such as tourism, logistics, aviation, financial, and
medical tourism, as trade in services relies heavily on the movement of people (mode 4) to
remain competitive in the region, and the transformation to a ‘new’ normal in the post-
pandemic era will reduce activities in traditional servicestrade.

Scan here to
download full article.
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