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* This report is produced by the trust corporation based on the contract with JICA. The contents of this report are based
on the information at the time of preparing the report which may differ from current information due to the changes in
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* Neither JICA nor the trust corporation shall be responsible for any loss or damages incurred by use of such
information provided in this report.
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SDGs Business Model Formulation Survey with the Private Sector for Distribution and
Utilization of Japanese Used Small Construction Machinery in Cambodia
West Management Co., LTD. (Tagawa District, Fukuoka Pref.)

QUALITY
EDUCATION

(Development Issues Concerned in Infrastructure
development / transportation sector in the target country
-Improvement of construction quality
Shortening the construction period -Cost reduction
[Target construction]

*Road repair work

-
Products/Technologies of the Company
*Prod :Japanese used small construction machinery

[Features]
*Rich assortment ;
*Advanced maintenance technology &

- Construction work for burying drainage (sewer) pipes
\ J

-Achievements of direct export
\.

Survey Outline

» Survey Duration: May, 2022~ Jan, 2024

+ Country/Area: Cambodia/Phnom Penh Capital Cit and Kandal province

* Name of Counterpart: Cambodia Ministry of Labour and Vocational Training

« Survey Overview: In this project, we will survey the market for small construction machinery,
distribution of competing products and spare parts for Japanese used small construction
machinery, human resource development for maintenance of small construction machinery and
construction, eligibility of retailers and wholesalers, etc. Based on the results, we will formulate a
business model for the stable supply of "high quality" and "long life" small construction machinery.

[Example of small
construction machinery]
Upper: mini excavator
Middle : plate compactor
Lower:generator

(How to Approach to the Development Issues

+Build a joint venture in Phnom Penh.

-Build a system to stably supply high-quality, long-life small construction
machinery.

= Supply spare parts of Japanese used small construction machinery.

-Build a education system of maintenance and operation of small construction
machinery.

-Support the educated people to work in construction companies and projects.
- Satisfy small construction machinery, and human resources who can
maintain it and operate it appropriately.

-Contributes to improving construction quality, shortening construction period,

\_and reducing costs in construction. 7

(Expected Impact in the Country

- Satisfied with high-quality, long-life small construction
machinery.
—Construction work will be facilitated.

*An education system for the maintenance and usage of small
construction machinery will be established.
—Excellent human resources will be trained.
—Employment in the construction sector will be promoted.

e (Raise the bottom) i

May, 2022
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Cambodia

SDGs Business Model Formulation Survey with

the Private Sector for Distribution and Utilization

of Japanese Used Small Construction Machinery
in Cambodia

November, 2023
Japan International Cooperation Agency

West Management Co., Ltd.
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1. BACKGROUND

Cambodia's real GDP fluctuated around 7% from 2011 to 2019, experiencing a contraction of -3.13% in 2020
due to the impact of the COVID-19 pandemic. However, it rebounded to 2.15% in 2021 (Source: JETRO
Cambodia Basic Economic Indicators). As Cambodia continues its economic growth, particularly as the core of
the Southern Economic Corridor, major roads are crucial infrastructure from the perspective of international
logistics. Road improvement is one of the important challenges in the national development strategy.

As of 2021, there has been an increasing demand for small construction machinery due to the jumping number
of road rehabilitation projects damaged by factors such as flooding during the rainy season and overloading of
heavy vehicles. However, there are some issues with small construction machinery in Cambodia, such as
complete reliance on imports for all of them, the low circulation volume, and frequent breakdowns or low
durability of products from other countries occupying the market. Due to these reasons, there is insufficient
availability of small construction machinery necessary for the construction work, leading to a decrease in work
efficiency. This has resulted in delays in construction and the inability to promptly repair damages, causing them
to force to necessitate extensive renovation work. As a consequence, the cost of road repairs has increased than
the projected budget.

West Management Co., Ltd. (Here in after called WM) has pioneered a Value Chain for the reuse of Japanese
used small construction machinery, sourced from domestic rental companies in Japan. This is stable in terms of
quality, model year, and price, as they are acquired directly from rental companies. Additionally, WM have
gained extensive maintenance experience by refurbishing and selling used small construction machinery from
various manufacturers for the domestic market in Japan.

Plate Compactor Engine Generator Engine Compressor Mini-Excavator

Example of small construction machinery

The small construction machinery manufactured in Japan, which is part of WM’s product lineup, is high-
performance and highly durable even as used equipment. By promoting the adoption of this in Cambodia, WM
aim to mitigate issues such as "construction delays" and "inappropriate construction using substitute machinery"
caused by machinery failures or shortages in infrastructure development. This, in turn, is anticipated to
contribute to the reduction of construction timelines, improvement of construction quality, and cost reduction
in road maintenance and management.

2. OVERVIEW

(1) Purpose:
This project aims to utilize WM's expertise in maintenance technology and export know-how related to small
construction machinery. The objective is to explore business ideas leveraging these capabilities, assess potential
collaboration with other ODA (Official Development Assistance) projects, and formulate a business model.

(2)  Contents of the Survey:

+  Current situation and issue in the construction industry.

+  Current situation and issue in the distribution of small construction machinery.
+  Current situation and future trends of the small construction machinery market.

13



*  Current situation of competing products.

*  Current situation and issue in human resource development.
+  Suitability as a partner company.

+ Investment environment (regulations, permit, etc.).

+  Potentiality for collaboration with ODA projects and others.

(3) Targets:

+ Interview each retailer of small construction machinery in the market in Phnom Penh.

+ Interview each retailer of small construction machinery in the vicinity of Phnom Penh.

* Conduct interviews with end-users and visit construction sites.

+ Interview and visit governmental agencies responsible for road maintenance and management, such as RID,
DPWT, MRD.

+  Interview the Cambodia Constructors Association (CCA).

+ Interview and site visits with companies involved in Official Development Assistance (ODA) projects.

+ Interview and site visits with technical education institutions such as ITI, NTTI, CPV, and observe their
training facilities.

+  Visit JETRO, potential local partner companies in Cambodia, etc.

3. ACHIEVEMENT OF THE SURVEY

When comparing the current situation of technical education institutions in the field of construction machinery,
it could be observed that, even in Japan where infrastructure is more advanced than in Cambodia, there is no
specialized education focusing on small construction machinery. Education in Japan on maintenance of small
construction machinery is limited to learning methods for routine inspections, similar to the situation in
Cambodia. Therefore, there is little difference in the current state of education on the maintenance of small
construction machinery between Japan and Cambodia.

*  There are comments in favor of supporting education on the maintenance and use of small construction
machinery, but there are also opinions suggesting that is no necessary and current on-site education is
sufficient.

+  The fundamentals of small construction machinery maintenance are encompassed within automotive
maintenance, and this education can be covered in disciplines such as electrical and mechanical engineering.

+  The training facilities and equipment at ITI have become significantly more comprehensive compared to
the survey in 2019, reducing the necessity to establish new training facilities specifically for small
construction machinery maintenance.

*  Through regular visits to Cambodia as part of WM’s initiative, various investigations have been conducted,
revealing an increasing awareness of Japanese used small construction machinery. This has led to the
promotion of the distribution of such machinery, which is already establishing itself as a viable business.

Considering these factors comprehensively, as a result, WM has decided not to proceed as Dissemination-
Demonstration-Commercialization Projects but to focus on business. Although, WM will not transfer the basic
maintenance technology of small construction machinery to ITI, regarding the applied technology of Japanese
used small construction machinery, WM will provide it to partner companies on a case-by-case basis.

4. FUTURE PROSPECTS

WM aims to use the direct exporting of high-quality and durable Japanese used small construction machinery
from Japan to partner company in Cambodia as a stepping stone. Anticipating the evolving needs accompanying
Cambodia's economic development, WM continuously propose information on the small construction
machinery that is either not yet recognized or has low awareness in Cambodia. WM target JBAC, CCA member
companies, MRD, end-users, and utilize platforms like social media to make ongoing proposals. This aims to
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enhance the visibility of partner companies, ultimately boosting the sales of Japanese used small construction
machinery in Cambodia.

Despite being second-hand, the Japanese small construction machinery provided by WM maintains high
quality and durability. By promoting the widespread use of this machinery in Cambodia, WM can mitigate issues
such as "construction delays" and "inappropriate construction using substitute machinery" caused by machine
failures or shortages in infrastructure development. As a result, shortened project timelines, improved
construction quality, and reduced road maintenance costs can be anticipated WM believe that Japanese used
small construction machinery can long-term continue to contribute to the infrastructure development of the
Cambodia, particularly in promoting infrastructure development in rural areas and maintaining, preserving, and
repairing existing infrastructure.

Looking ahead, WM’s goal is to expand its product offerings to include alternatives that meet local needs for
small construction machinery. It plans to explore new procurement sources within Japan to achieve this
expansion.

Within Japan, WM have collaborated with organizations such as JICA, JETRO, and regional financial
institutions to advance its overseas business. WM sincerely hope to share its experiences and initiatives with
local governments, regional financial institutions, and chambers of commerce through seminars. By executing
s0, it is sure that WM aim to assist local companies in Japan in considering overseas expansion.
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