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Labor Contract Suspension 
 

A labour relation is established through a labour contract which can generally be made verbally or 

in writing and this labour contract can be made on fixed duration contract or undetermined 

duration contract. The civil code which is the legal basis for controlling the relation between a 

private individual and private individual also regulates the signal of the labour contract. Those 

signals include relations of labour, rights, roles of the worker and the employer, obligation to be 

fulfilled for each other, the obligation to be managed by the employer and obligation to receive 

wage based on work result. However, this law does not stipulate in detail a special point of the 

labour contract such as labour contract suspension. The labour law which is a special law for 

controlling the relations resulting from the labour contract between the employer and worker 

stipulates in detail the labour contract of the two parties, including labour contract suspension.   

  

In principle, any party may suspend the labour contract by a legal reason but it does not mean 

every reason is considered legal. The labour law stipulated legal reasons clearly to avoid any party 

exploiting the other party in fulfilling obligations for the other party. Moreover, the labour law 

also stipulates the obligation of the two parties when the labour contract is suspended. Does any 

party suspending the labour contract have to fulfil obligations? What procedures does the party 

have to follow for suspending a labour contract in accordance with the law?  

 

1. Labour contract suspension 

The labour law does not give a definition of labour contract suspension but based on Chapter 4, 

Section 2 of the Labour Law, we can make a definition of labour contract suspension that it is the 

reduction in fulfilment of labour benefits between the worker and the employer: the important 

obligation that the worker has to fulfill tasks and the obligation of the employer to pay wages is 

suspended for a while unless there is any regulation contrary to this that requires the employer to 

provide wages to workers during the suspension of the labour contract under any condition (for 

example: labour contract suspension during the period the worker is entitled to maternity leave for 

any worker who have one year of service in the enterprise/establishment in which they are 

allowed to have 90 days of maternity leave with paid wage and other benefits, according to Article 

182 and Article 183 of the Labour Law. This labour contract suspension does not result in the 

relation between the worker and the employer to be cut off. After the suspension period, the 

labour relation will return to normal. The criteria of labour contract suspension are as follows:  

- Suspension of obligation of the parties (work or pay wage)   

- Legal reason  

- Set specific date    

 

2. Legal reasons leading to labour contract suspension  

Generally, any party can express a will to suspend a labour contract but the expression of the will 

must be based on a legal reason stipulated in the labour law. Article 71 of the Labour Law of the 

Kingdom of Cambodia stipulates 11 points of legal reasons that lead to labour contract suspension 

and Article 332 of this law stipulates that a labour contract is suspended when there is a strike 

despite the strike organized in accordance with the legal procedure and Article 322 on Lockout.    
Thus, it proves that the suspension of a labour contract cannot be made in the case the reason is 

outside what stipulated in Article 71, Article 322 and Article 332 of the Labour Law.  

 

Employee - Sick leave and occupational accident or disease  

- Strike  

- Military conscription 

- Maternity leave  

- Absence with permission  

- Incarceration without conviction  

- Leave  

Employer - Military conscription  
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- Disciplinary measure  

- Serious economic or material difficulty  

- Lockout  

Outside the will of 

any party  

- Act of God  

 

Generally, reasons that often lead to labour contract suspension in the garment and footwear 

industries are:  

- Suspension by a disciplinary measure according to the internal regulation of the factory which 

the internal regulation must state this measure.  

- Suspension due to economic difficulty which is subject to inspection by the labour inspector  

 

3. Conditions not affected by labour contract suspension  

Both parties must fulfill some other obligations although the labour contract is suspended. Those 

obligations are:  

- Provide accommodation for workers  

- Keep the factory/enterprise’s information confidential 

- Labour contract suspension does not affect the length of continuous service for annual leave 

(Article 169) 

- Maintaining of the term of the union leaders and shop stewards although their labour contract 

is suspended. They can still carry out their rights of representing workers who are their 

members.  

- The length of labour contract suspension must be included when calculating seniority of 

service if the labour contract, agreement or CBA did not state this point.      

 

4. Labour contract suspension for reason of economic difficulty  

The employer has the right to suspend a labour contract by his own will when the factory faces 

difficulty such as serious economic and material difficulty or any particular difficulty. The 

suspension due to this reason must not exceed 2 months. Although the labour law allows the 

employer to suspend work due to this reason at the employer’s will, the employer has to meet the 

following two legal conditions:  

1- The employer must prove that he/she faces difficult situation such as serious economic and 

material difficulty or any particular situation that requires the employer to suspend work.  

2- This suspension must be subject to inspection by the labour inspector.     

Being subject to inspection by the labour inspector means the factory facing the above difficulty 

must give notice to the labour inspector and there must be an inspection and certification of the 

difficulty. The labour inspector has a duty to inspect and give advice on the suspension by this 

reason and certify that the employer is really facing difficulty.  

 

Present the will of the employer           Inspection by the labour inspector            Approval  

 
In principle, the suspension of labour contract can be made by the will of any party and situation 

outside the will of the parties. The labour contract suspension by reason of serious economic and 

material difficulty or any particular difficulty requires inspection by the labour inspector in 

accordance with the legal procedures. If the labour contract suspension is not carried out in 

accordance with the legal procedure, the employer has an obligation to pay wages for workers. 

The purpose of duly implementing it in accordance with the law is to ensure that the employer 

cannot take the reason of economic difficulty to evade paying wages for workers and to ensure 

that the labour contract suspension really results from serious difficulty.  
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5. Agreement providing 50% wage for labour suspension that does not follow the legal 

procedures:  

  

The suspension of labour contract by reason of economic difficulty is required to be inspected by 

the labour inspector which is an important institution involved in administration. Obviously, the 

practice of labour contract suspension of some factories is an agreement with the workers, shop 

steward or union leaders for the purpose of maintaining the workforce for when having orders 

from buyers. For this agreement, the employer generally agrees to provide 50% wage for workers 

when they suspend the labour contract due to economic difficulty without giving notice to the 

labour inspector. This agreement is not valid although it is agreed by the workers’ representative. 

According to Article 13 of the Labour Law, any measure resulting from a unilateral decision, 

agreement or CBA that does not comply with the legal procedure or not comply with any legal 

instruction is null and void. Thus, although the employer agrees with the workers, shop steward 

and union leaders by providing 50% wage for workers during the suspension of work but the 

suspension did not give notice to the labour inspector, this agreement cannot be valid. In this 

case, the employer is obliged to provide 100% wage for workers.   

 

Agreement + Benefits below the law = Invalid  

 

 

 

 

Formulated by:  

GMAC Legal and Labour Team  

 
 
 
Disclaimer: This legal pointer intends to provide members with legal information only and does not serve 

as legal advice. GMAC is not responsible for any damage resulting from the implementation of this legal 

pointer. GMAC encourages members to seek additional explanation from legal experts before 

implementing this legal pointer. For further information, please contact GMAC at 023 301 181 or email: 

kimpichda@gmac-cambodia.org 

  

Precedent of the Arbitration Council 

1. Having no orders from buyers is economic difficulty or any particular difficulty 

which is the main reason that allows the employer to suspend the labour contract of 

the workers provided that the employer follows the legal procedures. (Arbitral Award 

31/07)  

2. Labour contract suspension under the condition of serious economic and material 

difficulty that is made in accordance with the law must meet the following two 

conditions: (1) this suspension must be subject to inspection by the labour inspector 

(2) This suspension must not exceed 2 months. (Arbitral Award 52/07) 

3. For legal labour contract suspension, the employer does not have an obligation to pay 

wages for workers. But if the suspension is not made in accordance with the law or 

not follow the legal procedures of the suspension under the condition of economic 

difficulty, the employer must pay wages in full for workers. (Arbitral Award 30/07, 

31/07 and 37/07)  
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