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CONSISTENCY OF THE BUSINESS PLAN' WITH THE CURRENT
COUNTRY PARTNERSHIP STRATEGY

1. Cambodia has an overall incidence of poverty of 34.7%, and a rural poverty
incidence of 39.2%.2 ADB’s overarching goal in Cambodia is therefore poverty reduction.
The country strategy and program® (CSP), 2005-2009 emphasized support for broad-
based economic growth, inclusive social development, and good governance. A focus
on the Tonle Sap basin, one of the poorest and most environmentally sensitive regions
of Cambodia, and a subregional focus to benefit from the broader opportunities provided
by ADB’s Greater Mekong Subregion (GMS) program were also included. Four cross-
cutting themes—governance, private sector development, gender, and the
environment—were also incorporated to support the poverty reduction objectives of the
CSP.

2. Consultations held before and during the country programming mission in 2006*
confirmed the validity of the CSP’s strategic thrust and focus, and its alignment with the
priorities of the Government’s National Strategic Development Plan (NSDP) 2006—-
2010.° The proposed business plan for 2007-2009 focuses mainly on the CSP’s four
priority sectors of agriculture and natural resources, education, finance, and transport, as
well as interventions in the Tonle Sap basin. ADB will also continue to carry out
interventions in industry and trade (small and medium-sized enterprises [SMEs], and
tourism through the GMS program), and law, economic management and public policy
(subnational government administration, and public finance and expenditure
management) to promote private sector development and good governance.
Governance issues will continue to be addressed through support for legal, regulatory
and policy reforms; strengthening institutional capacity building; and improving efficiency
of project implementation. ADB will also continue to contribute to gender equality and
empowerment by mainstreaming gender in its projects to address women’s limited
access to and control over productive resources, their low educational attainment, and
their limited representation in the decision-making processes. Following on from the
CSP, the business plan contains no new interventions under the national program in the
health sector. Although ADB entered the rural water supply and sanitation sector as a
catalyst to attract investments from other sources, given needs, it will continue its
engagement in this sector. Every effort has been made in the indicative assistance
pipeline to strengthen the synergy between the Cambodia CSP and the broader
opportunities provided by the GMS program.

3. Given a potentially lower Asian Development Fund (ADF) resource envelope for
2007-2009, the need for sector selectivity, and growing interest from alternative financial
sources ADB, in concurrence with the Government, will not use ADF resources for
power projects in future and will seek opportunities to lend to this sector through ordinary

' Management approved the preparation of an indicative rolling country operations business plan
for Cambodia on 28 August 2006.

% Kingdom of Cambodia. National Institute of Statistics, Ministry of Planning. 2005. Cambodia
Socio-Economic Survey 2004. Phnom Penh

° ADB. 2005. Country Strategy and Program (2005-2009). Cambodia. Manila

* The Cambodia country programming mission was conducted from 16 June to 3 July 2006.

® Royal Government of Cambodia. Ministry of Planning 2006. National Strategic Development
Plan 2006-2010. Phnom Penh. The NSDP, which was approved in May 2006 makes improving
the lives and livelihood of the rural poor its top priority.
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capital resources (OCR) for specific public—private partnership (PPP) and private sector
operations, after careful consideration of the implications for debt sustainability if the
Government participates in the PPP financing. This approach has been discussed with
the Government and the International Monetary Fund (IMF), and is also consistent with
the Government’'s broader policy objectives of attracting private participation to
infrastructure projects, and improving the enabling environment for these projects.

4. ADB’s public sector operations will help to improve the climate for private sector
development (PSD) through a combination of investments, and policy, institutional and
regulatory reforms in key sectors where ADB operates. ADB’s private sector operations
will leverage these improvements in the enabling environment and support projects in
sectors aligned with the CSP that demonstrate strong development impact as well as
financial and economic viability. Toward this end, ADB has considered financing power
generation and transmission projects to help increase supply, reliability, and affordability
of electricity, and cement production to support infrastructure development by promoting
the use of local natural resources and the effective transfer of technology. ADB’s private
sector operations are also considering various options to provide finance to funding-
constrained micro finance institutions to increase access to finance and broaden the
development process.

5. ADB’s potential assistance for PSD in Cambodia could include direct loans,
equity investments, political risk guarantees, partial credit guarantees, as well as other
forms of financing such as the creation of special purpose vehicles or trusts. These
could involve new and innovative approaches to ADB operations in Cambodia and may
need the development of new regulatory and institutional frameworks. Potential projects
are, therefore, likely to have longer than usual development periods as concepts are
developed and the parties to the transactions develop a familiarity with them.

6. ADB’s private sector operations will continue exploring opportunities in the
infrastructure sector, mainly in the energy sector with a focus on power generation and
transmission and, looking further ahead, by assisting Cambodia to develop the oil and
gas reserves that exploration indicates it could have in abundance. ADB will also
promote private sector investments in transport, urban water supply, and industrial
sectors that contribute to physical infrastructure development. In the financial sector,
future interventions could include: (i) equity investments in or loans to one or more local
private banks, (ii) equity investments in or provision of credit lines to leasing companies
or other non-bank financial institutions, (iii) credit enhancement for securitization of
mortgages and leases or other financial market transactions, and (iv) equity investment
in funds. It is envisaged that such support will help mobilize international finance,
catalyze foreign investments, provide a strong demonstration effect, promote financial
sector development, enhance corporate governance, promote the transfer of technology,
and contribute to efficient import substitution industrialization and the diversification of
sources of growth.

Il. INDICATIVE LENDING AND NONLENDING PROGRAM

7. An indicative 3-year ADF lending and nonlending pipeline of $190.1 million is
programmed for 2007—2009 (Table A1.1). This consists of a country-specific ADF
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allocation of $84.9 million for 2007—2008,° $13 million reallocated from the 2006 program
to 2007, $12.1 million from ADF loan savings, a provisional ADF allocation of $42.5
million for 2009 (the annual average for 2007-2008)," $30 million from the GMS
program, and $7.6 million from Technical Assistance Special Fund (TASF) and the
Japan Special Fund (JSF) for the national program. Under the ADF IX grant allocation
framework Cambodia, as a poor debt-stressed country, can receive up to 50% of its total
ADF allocation in the form of grants.® This is appropriate in the Cambodian context,
given its high incidence of poverty and the Government priority, as specified in the
NSDP 2006—2010, to reduce poverty rapidly and to achieve the Millennium Development
Goals (MDGs) for Cambodia. The Government has also indicated that it wishes to use
ADF grants, in either stand-alone or blended form, for projects addressing national
poverty reduction objectives, encapsulated in the MDGs. In conformity with this
approach, and with the Government’s agreement, in the 2007-2009 assistance pipeline
grant assistance is proposed for projects to improve access and enhance quality in
education, rural water supply and sanitation, and water resource management (small
and medium-scale irrigation to promote rural development and incomes) and for
interventions in the Tonle Sap aimed at promoting natural resource management and
providing alternative livelihood opportunities for the poor. Of the total (non-TA)
assistance level of $182.5 million, $60 million is proposed to be allocated to the
agriculture and natural resources sector (32.8% of the total), $44.6 million for education
(24.4%), $27 million for industry and trade (15.0%), $22.9 million for finance (12.5%),
$15 million for water supply and sanitation (8.2%), and $13 million for transport (7.1%).
The annual financing plan during this period (inclusive of the GMS program) consists of
$83.0 million in 2007 (including $13 million carry-over from 2006 and $12.1 million in
ADF loan savings), $37 million in 2008, and $60 million in 2009. Grant assistance is
expected to finance 56.7% of the 2007 program, 20.3% of the 2008 program, and 52%
of the 2009 program.

8. TA projects to be processed under the national program from ADB sources will
amount to $7.6 million during 2007—2009, with amounts varying between $1.70 million
and $4.15 million each year (Table A1.2). The number of TA projects to be processed
each year will be reduced to 4—7 to ensure quality, manageability, and staff availability,
and to increase effectiveness by further integrating nonlending operations into the
lending and grant program. Of the total indicative TA budget for 2007—-2009, $4.0 million
(53%) will consist of project preparatory technical assistance (PPTA), and the remaining
$3.6 million (47%) will consist of advisory technical assistance (ADTA) and small-scale
technical assistance.

® The country-specific allocations have been derived on the basis of the results of the 2005
country performance assessment (CPA) exercise, after applying the PBA formula.

” The ADF assistance program for 2009 is tentative, with actual ADF assistance levels subject to
the results of the 2007 CPA exercise and the outcome of the discussions on the next ADF
replenishment.

® Latest IMF debt sustainability analysis also indicates that although Cambodia’s debt is on a
sustainable path, the risk of debt distress is high due to a low revenue base. It should, however,
be noted that Cambodia is currently not servicing its debt to the Russian Federation and the
United States (two-thirds of all external debt), while it is under renegotiation. Once rescheduling
agreements are concluded with these countries the risk of debt distress will moderate sharply
and will fall below indicative threshold values in the medium term if baseline assumptions—
improved revenue performance and sustainable growth—hold.



Il SUMMARY OF CHANGES TO LENDING AND NONLENDING
PROGRAMS

A. Adjustments to the 2006 Program

9. In view of the lack of progress in adopting and implementing a useable and
sustainable road maintenance system, and the time required to put in place an
acceptable system, processing of the $35 million Transport Infrastructure Development
and Maintenance Project in 2006 (comprising a loan of $22.9 million and a grant of
$12.1 million) has been deferred. The resources earmarked for this project will now be
reallocated as follows: $22 million in loan funds to meet an identified funding shortfall in
the 2006 GMS: Rehabilitation of the Railways in Cambodia Project and $13 million to the
2007 program (Table A4.1).

10. Compared with the TA pipeline identified at the time of the December 2005
country program confirmation mission, the number of TA projects for 2006 has been
reduced from 11 to 7, and the TA amount has been reduced from $4.85 million to $4.65
million (Table A4.2). A TA rationalization exercise in early 2006 led to the incorporation
of activities under the proposed ADTA for Establishment of the Tonle Sap Basin
Management Organization (TSBMO) Il into the Water Resources Management PPTA
since they addressed similar sectoral issues. However, due to the need to meet past
commitments, one-off advisory technical assistance is being provided in the 2006
pipeline for Dormitories for Secondary School Girls and for Telecommunications Sector
Policy Reforms and Capacity Building. Following a request from the Government, ADB
will also provide ADTA in 2006 for the oil and gas sector to develop a policy framework
for the midstream and downstream segments of the sector, and provide institutional
strengthening and capacity building for the Cambodian National Petroleum Authority. An
earlier proposed TA for Support to Anticorruption Initiatives has been postponed due to
slow progress in adopting an anticorruption law.

B. Summary of Changes to the 2007-2009 Program

11. Of the $13 million carried forward from 2006 to 2007 (comprising a $12.1 million
grant and a $0.9 million loan), the $12.1 million grant will be allocated to the proposed
Education Quality Improvement Project and the remaining $0.9 million loan will be used
to partly finance a proposed $13 million GMS: Southern Coastal Corridor Project. The
balance $12.1 million for this project will be financed from ADF loan savings. Of the
remaining 2007 program, the size of the first cluster of the proposed Financial Sector
Development Program (FSDP) has been increased by $2.9 million to incorporate an
information technology component to modernize the National Bank’s operating systems.
The proposed Education Quality Improvement Project replaces the earlier envisaged
Education Sector Development Program (ESDP) IIl, while the GMS: Sustainable
Tourism Development, which was originally programmed for 2006, is now programmed
for 2007. The TA program for 2007 now consists of a PPTA to help prepare a second
SME loan in 2008, an attached ADTA to help implement the FSDP, an ADTA for
Capacity Building for the Tonle Sap Poverty Reduction Initiative (originally programmed
for 2006), and a new small-scale TA to review recent approaches to participatory
watershed management and prepare for a PPTA in 2008 to develop a subsequent Tonle
Sap Watershed Management Project. The 2007 program will also include a GMS PPTA
for a Flood Management and Mitigation Project.
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12. The CSP 2005-2009 contained a lending and nonlending pipeline for 2005-
2007. The proposed 2008-2009 program in this business plan was developed in
consultation with government ministries and agencies and reflects Government priorities,
the CSP sector focus, a smaller ADF resource envelope, and the availability of staff
resources. The operations program for 2008—2009 will be further developed and refined
during the mid-term review of the CSP.

13. The proposed SME Il loan in 2008 will help to implement the SME Development
Framework and policy reforms developed under the ongoing SME loan. The Water
Resource Management (Sector) grant and loan in 2008 was deferred from 2007, due to
staff resource constraints. In 2009, a second cluster loan for the FSDP has been
proposed, and two grant projects, Enhancing Secondary Education, and Rural Water
Supply and Sanitation Il, have also been programmed to provide adequate time to
incorporate lessons learnt from ongoing projects. Rural Water Supply and Sanitation Il
could potentially be processed as a supplementary grant.

14. In 2008, four PPTA projects and three ADTA projects have been programmed
under the national program. The PPTA for the Tonle Sap Watershed Management
Project was deferred from 2006 because of the need adequately to reflect lessons
learned from the community-based participatory approaches to natural resource
management currently being developed under ongoing ADB and other donor
interventions. The corresponding grant project is now scheduled for 2010. The other
PPTA projects in 2008 (for enhancing secondary education, financial sector
development and rural water supply and sanitation) will help design the corresponding
loans in 2009. The 2008 TA pipeline also includes a GMS PPTA for a proposed Siem
Reap to Stung Treng Road Improvement project (in 2010), that will form an integral part
of the Southern Economic Corridor of the GMS program. Of the three ADTA projects
programmed for 2008, one is to provide Support for SME Il Implementation; a follow-up
ADTA project, the Tonle Sap Basin Management Organization IV, will advance the
establishment of the Basin Organization and its subnational structures; and a further
ADTA project will provide continued support to the Government's Public Financial
Management Reform Program (PFMRP). The latter project, which was originally
proposed for 2007, was deferred due to implementation delays of an ongoing associated
TA project. The proposed TA is expected to focus on implementing stage 2 of the
PFMRP, which aims to achieve more effective financial accountability.

15. In 2009, one PPTA project, an ADTA project, and a small-scale TA project have
been proposed under the national program. The PPTA for Support to Decentralization
Program was originally scheduled for 2006, and has been deferred because of the need
to be kept informed of evolving developments in the Government’s Deconcentration and
Decentralization program. GMS PPTA for a Biodiversity Corridor Conservation Program,
which will prepare investment programs for the Cardamom and Eastern Plains
biodiversity landscapes, has also been programmed. The proposed ADTA project in
2009 will help support implementation of the second cluster of the FSDP, while the
small-scale TA project on Inland Aquatic Resource Trade Patterns will inform a
subsequent PPTA project in 2010 to develop the Tonle Sap Resource Management and
Conservation Project.

16. The changes that have occurred in the 2007-2009 operations have been
appropriately reflected in the CSP road maps for agriculture and natural resources,
education, finance and transport. The road maps have also been revised to align them
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better with government priorities, provide better links with the design and monitoring
framework of individual interventions, and to make the outcome and output indicators
more consistent with the outcome indicators and milestones in the CSP results
framework (Appendix 3).

V. INDICATIVE INTERNAL RESOURCE REQUIREMENTS

17. It is estimated that the internal professional staff resources utilized for the 2005
Cambodia program totaled 14.56 person-years. While developing fewer projects will help
to ease staff constraints, there is a need for some change in staff mix and focus to
support CSP implementation. Greater capacity is needed for policy dialogue, donor
coordination, and supervision for sector interventions in the social sector, so the
redeployment of a social sector specialist from ADB headquarters to the Cambodia
Resident Mission is planned for the fourth quarter of 2006. It should be possible to
adequately deliver the proposed operations program for 2007—2009 without any further
increase in professional staff positions.

V. RESULTS-BASED MONITORING

18. When the Cambodia CSP 2005-2009 was being prepared, ADB was piloting
results-based CSPs in a small number of countries. Although the Cambodia CSP was
not one of these pilots, it incorporated many features that are prerequisites for a results-
based CSP: extensive dialogue with stakeholders, close alignment with national
development goals and priorities, efforts to harmonize and coordinate assistance
programs with other development partners, and use of existing government—donor
mechanisms for monitoring outcomes. Although the Cambodia CSP also included a
results framework, it was not an adequate management tool for CSP implementation.
While the strategic approach of the CSP remains valid, an effort has been made in this
document to revise the results framework and to provide a more selective and “SMART”
(specific, measurable, achievable, realistic and timely) list of outcome indicators, to
make it a more relevant management tool for CSP implementation. An attempt has also
been made to revise the sector road maps to make them more consistent with the CSP
results framework (para. 16).
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Appendix 2 17

PRELIMINARY SUMMARY INFORMATION ON
PROPOSED INDICATIVE LENDING AND NONLENDING PRODUCTS AND
SERVICES FOR 2007

A. Lending Products

1. Tonle Sap Lowland Stabilization. The goal of the proposed project is to
manage and conserve natural resources in and around the transition area of the Tonle
Sap Biosphere Reserve, in keeping with the reserve’s zoning principles, through
decentralized and participatory rural development support activities. The project will
adopt a process approach that strengthens community ownership and capacity through
participatory planning, implementation, and monitoring and evaluation. It will have three
components: (i) community mobilization and strategic planning; (ii) design and
implementation of small-scale infrastructure, with special attention to promoting forestry
and small-scale irrigation; and (iii) support for alternative livelihood initiatives.

2. The expected results and deliverables will include:
0] community-based reforestation in degraded forests in and above the
flooded area;
(i) provision of small-scale community infrastructure such as rural access

roads, foot bridges, small irrigation pumps, and community wells and
ponds for safe water supply;

(iii) improvement of local extension services for water distribution,
participatory irrigation management, agriculture, livestock, forestry, and
tree crops;

(iv) support services for credit utilization (e.g., information dissemination on
available credit and training on how to utilize credit services);

(V) skills development training for alternative income generation; and

(vi) research on market availability and price information.

3. Education Quality Improvement. The proposed project will aim to help the
Government develop and strengthen its institutional capacity to improve the quality of
school education. The project will be based on a comprehensive review of areas that
support quality in education, including an assessment of the institutional and
management capacity of departments and institutions responsible for teacher training,
curriculum development, textbook preparation and distribution, and examinations. The
project will develop a phased capacity-building plan to enable departments and
institutions gradually to assume greater responsibility for providing the inputs needed to
improve the quality of school education.

4, The proposed project will have the following potential components: (i) building
the institutional capacity of the teacher training institutions, including the National
Institute of Education, and the departments and/or agencies responsible for curriculum
development, textbook preparation, and examinations; (ii) developing a policy framework
for teacher development, based on a review of the policies and institutional frameworks
to support teacher development and issues related to recruitment, deployment,
qualifications, professional development, and career growth; (ii) developing the
curriculum to fill gaps and create links to teacher training and textbook development; (iv)
improving the assessment and examination system; and (v) strengthening the capacity
of management systems for education delivery, including school management, teacher
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performance, and monitoring. Each of these potential components will include strategies
for addressing issues related to gender and ethnic minorities.

5. Financial Sector Development Program (Subprogram 1). The project aims to
improve the soundness and efficiency of the financial system and will draw on the
experience of the Financial Sector Program loan cluster." It will be guided by the
Financial Sector Blue Print Update, 2006—2015.% The project aims to further develop the
banking, insurance and microfinance sectors, interbank and money markets, and the
legal and supporting infrastructure through addressing policy gaps, implementation
issues, and capacity constraints. The project will also computerize the operating systems
of the National Bank of Cambodia (NBC).

6. The expected results and deliverables will include:
0] upgraded prudential regulations in the banking and insurance sectors,
improved staff skills of NBC, and enhanced surveillance and enforcement
capacity;

(i) enhanced offsite and onsite supervision capabilities of the NBC's
supervisory unit for MFIs;

(i) enhanced capacity for implementing the Law on Negotiable Instruments
and Payment Transactions and its implementing regulations;

(iv) stronger capacity for adopting and implementing commercial laws within a
given timeframe; and

(V) modernization of NBC’s key operations through IT support for payment
and settlement, internal accounting, foreign reserves management, and
bank supervision.

7. Southern Coastal Corridor Project. The proposed project aims to provide safe,
efficient, and reliable access to the southern coastal provinces of Cambodia and to
Thailand and Viet Nam. The project will develop an all-year road network that will (i)
establish the final link in the coastal corridor connecting Cambodia, Thailand, and Viet
Nam; (i) establish links to port facilities at Sihanoukville in Cambodia and to Nam Can in
Viet Nam; and (iii) encourage regional economic development through access to social
services and income opportunities.

8. The expected results and deliverables will include:

0] an improved 17-kilometer section of National Road 33 (from Kampong
Trach to the Cambodia—Viet Nam border), and upgraded cross-border
facilities between Cambodia and Viet Nam;

(i) policy recommendations to strengthen road sector institutions, and
promote road maintenance planning, road maintenance implementation
mechanisms, and private sector involvement in road maintenance; and

! ADB. 2001. Report and Recommendation of the President to the Board of Directors on a Proposed
Program Loan Cluster to the Kingdom of Cambodia for the Financial Sector Program. Manila. ADB. 2002.
Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the Kingdom
of Cambodia for Subprogram Il of the Financial Sector Program and on the Progress of Subprogram | (Loan
1859-CAM). Manila. ADB.2005. Report and Recommendation of the President to the Board of Directors on
a Proposed Loan and Technical Assistance Grant to the Kingdom of Cambodia for Subprogram Il of the
Financial Sector Program. Manila.

2 ADB. 2005. Small Scale Technical Assistance to the Royal Government of Cambodia for the Financial
Sector Blueprint Update. Manila
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(iii) stronger road maintenance planning and delivery through maintenance
works contracts with local contractors that improve their road
maintenance skills.

9. GMS: Sustainable Tourism Development. The proposed project will contribute
to a pattern of tourism in the Greater Mekong Subregion (GMS) that is sustainable,
equitable, pro-poor, socially responsible, and internationally competitive. The project will
strengthen the sustainable management of natural, cultural, and urban sites of
importance to tourism; help reduce poverty and the undesirable social impact of tourism
activities; facilitate the movement of tourists to and within the GMS; and improve the
planning and management capacity of tourism-related government agencies, and
service skills in the small and medium-sized hospitality sector.

10. The expected results and deliverables will include:

0] more sustainable tourism at (a) transnational natural heritage sites
(biodiversity corridors), (b) cultural heritage sites, and (c) urban tourism
sites that are under pressure from tourism;

(i) better tourist access to poor areas with tourism potential and more
opportunities for poor communities to provide services and goods in key
tourism destinations;

(iii) easier cross-border tourism, following an upgrading of facilities and cross-
border procedures in selected international border checkpoints;

(iv) stronger capacity of government officials at national and provincial levels,
and of vocational teachers in selected areas;

(V) a GMS tourism marketing strategy; and

(vi) identification of opportunities for public—private partnerships and
cooperation in the sector.

B. Nonlending Products

11. Capacity Building for Tonle Sap Poverty Reduction Initiative Il (advisory
technical assistance [ADTA]). The goal of the TA is sustainable management and
conservation of natural resources and biodiversity in the Tonle Sap basin, through the
building of capacity at national, provincial, and local levels to manage, engage in, and
support the Tonle Sap Initiative. It will build on a previous TA project: Capacity Building
for the Tonle Sap Poverty Reduction Initiative.®

12. The TA will (i) build skills and awareness, (i) manage knowledge, and
(iii) strengthen partnerships. The building of skills and awareness will enhance the
capacity to identify, design and deliver effective development interventions, create
cadres of experienced and skilled facilitators and trainers, and raise the managerial and
leadership capacity of core groups of motivated and competent change agents
associated with the Tonle Sap Initiative. The managing of knowledge will upgrade the
Tonle Sap Learning Resource Center (developed under the above mentioned TA) so it
can become a comprehensive knowledge center, covering the poverty—environment
nexus of the Tonle Sap basin, with outreach to the Greater Mekong Subregion and the
larger Asia and Pacific region. The strengthening of partnerships will enhance
coordination, communication, civil society participation, and partnership development in
the Tonle Sap basin by expanding the role of the Tonle Sap Initiative coordination unit

3 ADB. 2005. Technical Assistance to the Kingdom of Cambodia for Capacity Building for the Tonle Sap
Poverty Reduction Initiative. Manila.
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developed by the previous capacity building TA in enhancing and solidifying
collaboration with stakeholders.

13. Study on Participatory Watershed Management (small-scale TA). The
objective of the TA is to establish a knowledge base on participatory watershed
management to guide later interventions within the Tonle Sap Initiative to manage,
preserve, and protecte vegetation and wildlife resources in the watersheds of the Tonle
Sap basin.

14. The TA will (i) review ongoing and recently completed approaches to
participatory watershed management, under both the Tonle Sap Initiative and other
interventions; (ii) analyze approaches in the context of the new national decentralization
process and community approaches within the Tonle Sap Initiative; and (iii) develop
recommendations for community-based management in a proposed Tonle Sap
Watershed Management Project.

15. SME Development Loan Il (project preparatory TA [PPTA]). The PPTA will
prepare for a loan that will build on the achievements of ADB’s ongoing Small and
Medium-Sized Enterprise (SME) Development Program” to support the Government’s
policy and governance reforms to improve the business environment. It is likely to
include the following: (i) supporting SME Development Framework® implementation, (ii)
strengthening business registration reform, (iii) implementing business licensing reform,
(iv) implementing accounting and taxation guidelines for SMEs, (v) expanding the credit
information system, and (vi) promoting leasing development.

16. The PPTA will provide the following: (i) a detailed review of the SME sector and
its policy setting; (ii) an analysis of the progress and lessons learned from the SME
Development Program; (iii) an analysis of the implementation of the SME Development
Framework (the Government’s official SME policy strategy); and (iv) identification of the
possible support that the SME Il loan can provide at selected sites.

17. Financial Sector Development Program Implementation (ADTA). The TA
attached to the Financial Sector Development Program (FSDP) is to help the
Government improve the capacity of the Executing Agency, NBC and the implementing
agencies, the Ministry of Economy and Finance (MEF) and Ministry of Commerce
(MOC) to implement the policy actions under subprogram | of the FSDP loan (paras. 5
and 6).

18. The expected results and deliverables will include:

0] stronger supervision of banks and microfinance institutions through better
on-site supervision by NBC, and a financial intelligence unit within NBC;
(i) better insurance prudential regulations and a stronger insurance regulator

within MEF to implement them, and completion of the divestment of
government shares in the state-owned insurance company Caminco;

* ADB. 2004. Report and Recommendation of the President to the Board of Directors on a Proposed Loan
and Technical Assistance Grant to the Kingdom of Cambodia for the Small and Medium Enterprise
Development Program. Manila.

° Royal Government of Cambodia Sub-Committee on Small & Medium Enterprises. 2005. Small and
Medium Enterprise Development Framework. Phnom Penh.
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(iii) better understanding and application of new commercial laws by
commercial judges, lawyers, and legal clerks as well as by sponsoring
agencies; and

(iv) computerization of NBC’s operating functions (including payment and
settlement systems, backroom accounting and reporting functions, foreign
reserve management, and off-site supervision).

19. GMS: Flood Management and Mitigation (PPTA). The goal of the project is to
reduce the vulnerability of flood-affected communities in Cambodia, Lao People’s
Democratic Republic and Viet Nam. The PPTA will cover the three countries and will
prepare investment projects aimed at preventing major floods from becoming disasters.
The proposed investment projects will comprise balanced structural and non-structural
measures, including flood-proofing of houses and essential social services and
infrastructure, limited essential flood containment measures, coordinated
communications networks and means of evacuation, flood hazard mapping, improved
flood forecasting and flood warning capability, capacity building needs for agencies
responsible for emergency response, and education and public awareness campaigns
for affected communities. To the extent possible, traditional coping mechanisms will be
incorporated into the conceptual and detailed arrangements of works. The project will
also assist in formulating land use and planning controls to enhance flood preparedness
where feasible, and will help strengthen measures for mediation and mitigation of
transboundary flood issues.

20. Expected Results and Deliverables. The TA will prepare a feasibility study of
flood management options, including prioritization of sub-basins, definition of appropriate
packages of flood structural and non-structural management interventions, and cost
estimates. The project will be designed to reduce the social and economic costs
associated with floods while assisting the most affected people to move beyond the
cycle of poverty that typically affects vulnerable communities.
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Agriculture and Natural Resources Sector Road Map

Item

Indicators

2000

2005

2010

A. Sector Outcomes

Agricultural GDP growth (%
per annum)

Agricultural productivity
growth

Rice yield (paddy t/ha; wet
and dry season)

Agricultural land under
irrigation *

Farmers' income growth
Incidence of rural poverty

Land (land titling under new
Land Law)

Natural
resources/environment

Economic losses from floods
and droughts

Legal, policy and institutional
framework

Strategy for the agriculture
and water resources sector

Integrated Water Resource
Management (IWRM)

2.4% (NIS, MOP)
Stagnant
1.3 (1993)

<16%

Stagnant
40%
Disputed land rights

Under severe stress

$160 million in 2000
($36 million in 2001)
with >3.5 million
people affected in
2000 (>2 million in
2001)

Reforms initiated
and/or completed (in
2001 a Land Law, in
2002 a draft Water
Law and divestment
of state-owned
enterprises,) but
implementation weak
Generally presented
in the Second Five-
year Socioeconomic
Development Plan
(2001-2005)

IWRM approach new
and not yet
supported by
appropriate
institutional and
policy framework

4.5% (NSDP)
Slow
2.0

20% (estimate)

Slow
39% (2004 figure)

50,000 titles (as
pilot)
Under severe stress

Selected legal,
policy and
institutional reform.
Implementation
remains weak

A technical working
group for the
agriculture and water
resources sector
established with the
participation of the
Government and
external funding
agencies, a sector
strategy being
formulated

IWRM approach
supported and piloted
in a few river basins.
Institutional and policy
framework under
development.
Interagency
coordination still
inadequate

3.8% (NSDP target)
Improved
2.4 (by 2010)

25% (equivalent to
development of
20,000 halyear)

Improved
25% by 2010 (NSDP)

1 million titles

Environmental
degradation
significantly reduced

Significantly below
2001/ 2002 level for
events of similar
magnitude

Reforms substantially
completed, institutional
efficiency improved
and links between
sector policies,
strategies and
investment plans
strengthened

Sector strategy
document completed
and implemented
with the participation
of the Government
and external funding
agencies

IWRM promoted at
national level and
implemented in at
least 12 river basins
River Basin
Committee established
for 2 to 3 priority
basins, beginning with
the Tonle Sap basin
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Sustainability of irrigation
schemes

Flood Management

Focus on “hardware”
(e.g., dams and
canals) PIMD and
IMT piloted with
mixed results

Flood Management
and Mitigation
Program (FMMP)
prepared by MRC for
its member countries

Decentralized
management and
cost recovery
models under
development and
piloted in selected
rehabilitated
schemes

Implementation plan
for the FMMP under
preparation

Policies adopted and
applied to all new
and rehabilitated
irrigation schemes

Implementation of
the plan for FMMP.
Negative impacts of
floods reduced and
beneficial ones
conserved

B. Sector Outputs

1. Improvement of farmers’
ability for productivity
increase and diversification
Access to productive
resources

Access to effective
agricultural support services

Insecure land titles
and lack of access
to arable land due to
large concession
areas

Availability of pro-
poor support
services for farmers
limited and
uncoordinated

Legal framework for
social and economic
land concessions in
place under the
Land Law, 2001 but
further extension
support required
(Agriculture Sector
Development
Program - ASDP)

Efforts for
coordination and
harmonization in the
provision of
agricultural
extension services
being made, and
outreach expanded
(ASDP, Japan Fund
for Poverty
Reduction —JFPR-
projects,
components of
irrigation and rural
development
projects)

Number and areas of
unused economic
land concessions
reduced by at least
100,000 hectares,
and extension support
mechanism in place
for beneficiaries of
social land
concessions (ASDP)

Improved access by
poor farmers to
effective support
services and on-
farm and off-farm
income-generating
activities to benefit at
least 70,000 farmers
in 10 provinces in
southern Cambodia
and the Tonle Sap
region (ASDP, JFPR
Stung Chinit and
others)

2. Improvement of market
environment for private
agro-based enterprise
growth

Divestment of agricultural
state-owned enterprises

Policy for reducing
state interventions in
the agricultural input
and output markets
initiated

Divestment plans for
the selected state-
owned enterprises
(rubber estates,
agricultural inputs
company and fish
trading) approved
and implemented
(ASDP).

Proposed
divestment of
agricultural state-
owned enterprises
completed through
participation of the
private sector
(ASDP)
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3. Strengthening of
institutional capacity for
competitive agricultural
commercialization

Improvement of agricultural
research, extension and
market information services

Mainstreaming gender
issues in the agriculture
sector

Uncoordinated
activities among
agricultural research
institutes and weak
research-extension
linkages to meet
client needs

Ad hoc efforts
initiated on a project-
by-project basis

A master plan for
agricultural research
approved for
coordinated
agricultural research,
and improved
extension and
market information
services being
proposed (TA
projects related to
ASDP)

A sector-wide policy
and strategy for
mainstreaming
gender issues
formulated and
approved in
collaboration with
the Ministry of
Women's Affairs,
and policy
implementation
initiated (TA for
Action Plan for
Gender
Mainstreaming).

Implementation of
the master plan for
agricultural
research, and
improved
mechanisms for
extension and
market information
services in place (TA
projects related to
ASDP)

Continued
implementation of
the approved policy
and strategy (TA
projects related to
gender
mainstreaming in the
agriculture sector
and fisheries
subsector)

4. Support to irrigation
development

Agricultural land under
irrigation

Sustainability of irrigation
schemes

Only isolated
rehabilitation of
schemes as part of
infrastructure or
emergency projects

Focus on physical
rehabilitation only

About 3,000 ha
under rehabilitation
in one project
(SCIRIP)

Participatory
management piloted
on a dozen of
schemes (total about
15,000 ha)

At least 35,000 ha
rehabilitated under
two projects (SCIRIP
and NWISP)

Sustainable
participatory
management in at
least 15 schemes
(about 35,000 ha)
under two projects
(SCIRIP and
NWISP)

5. Management of natural
resources

Integrated Water Resource
Management (IWRM)

As part of capacity
building and
institutional
strengthening of
MOWRAM

Capacity building and
institutional
strengthening of
MOWRAM continued
and studies initiated in
few selected river
basins

IWRM in a river basin
context adopted and
applied in at least 8
river sub-basins of the
Tonle Sap basin
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Flood Management

Sustainable management
and conservation of natural
resources and biodiversity in
the Tonle Sap Basin

Improved rural livelihoods to
reduce pressure on natural
resources in the Tonle Sap
Basin

Only isolated
rehabilitation or
improvement
interventions as part
of emergency
projects

Comprehensive
basin management
lacking; natural
resource
management (NRM)
emphasized sectoral
priorities, rather than
a coordinated
process

Limited alternative
rural livelihoods
options available;
management of on-
going exploitation of
natural resources
initiated, but weak
and unsustainable

Improved
participatory flood
risk managements
for targeted
vulnerable
communities in the
lower Mekong River
basin provinces

Establishing
framework for
coordination, data
gathering and
management, and
resource mapping;
organizing
communities for NRM
in the basin

Strengthening capacity
of rural communities to
plan and prioritize
development activities
and to access financial
resources for
community
development has
commenced

Balanced structural
and non-structural
measures
implemented under a
GMS investment
project

Strengthened NRM
in the Tonle Sap
Basin through
improved
coordination and
planning and
enhanced
participation of local
communities

Rural communities in
at least 70 communes
will have access to
funds to implement
their community
development plans

C. Sector Issues/Constraints

1. Need for effective policy and institutional environment for market-
based agricultural growth and sustainable management of natural
resources; and need to strengthen institutional capacity at
provincial, district and commune levels to ensure improved local

governance

2. Prevalence of low-value added, subsistence-oriented, mono-
cropping rice farming systems, and vulnerability to floods and

droughts.

3. Inadequate access to and harmonized and integrated sustainable
management of natural resources (e.g., land, water, fishing
grounds, forests, aquatic ecosystems)

4. Floods and droughts often cause huge economic losses, disruption,
and loss of life. Rural communities’ coping mechanism are

insufficient

5. Inadequate access to effective rural financial services

6. Weak farmer and community organizations unable to raise
marketable surpluses or manage natural resources in a sustainable

manner

7. Need for further decentralization of agricultural institutions (e.qg.,
research-extension linkage) and natural resources management
institutions (e.g., management of water-related infrastructure)

D. Actions, Milestones, and ADB Schedule Gov't Others
Investments

1. Agricultural Policy and

Institutions

Develop an institutional Agriculture Sector 2004-2006 v

framework that promotes a
private-sector-based, market-
oriented agriculture sector

Development Program (Loan)
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Strengthen MAFF and
national research capacity,
support to divestment of
state-owned enterprises

Strengthen institutional
capacity at MAFF in program
budgeting at national and
provincial levels

Provide strategic direction
and identify priority research
objectives

Create awareness and carry
out training in biotechnology
and food safety issues

Promote women'’s participation

in market-based agricultural
production through gender-
responsive institutions and
gender-equal access to
agricultural support services

Build capacity for effective and

relevant applied research

Supporting Policy and
Institutional Reforms in the
Agriculture Sector (TA)

Strengthening National
Program Budgeting for the
Agriculture Sector (TA)

Formulating a Master Plan
for National Agricultural
Research (TA)

Capacity Strengthening in
Advanced Agricultural
Science and Technology in
the GMS (RETA)

Action Plan for Gender
Mainstreaming in the
Agriculture Sector (ADTA)

Capacity Building for the
Inland Fisheries Research
and Development Institute Il
(ADTA)

2004-2007

2005-2006

2004-2005

2005-2007

2005—-2006

2005

2. Production and Marketing

Improve agricultural services
for farmers and agro-
industries in 4 provinces

Enable poor and vulnerable
groups of farmers to benefit
from improved agricultural
services

Improve capacity of
agricultural practitioners and
farmers in production and
marketing of non-rice food
products

Increase incomes of poor
livestock farmers by
developing a regional
cooperation framework and
implementing transboundary
animal disease control
measures

Prepare a project to improve
the household incomes of
fishing communities through
improved fish preservation,
fish quality, and marketing

Improve the awareness and

understanding of Government

agencies, stakeholders, and
the general public on trade in
living aquatic resources, to
improve trade policies for
poverty alleviation

Agriculture Sector
Development Project (Loan)

Improving the Livelihood of
Poor Farmers in Southern
Cambodia (TA)

Capacity Building for
Promoting Sustainable
Agricultural Development in
the GMS (RETA)

Transboundary Animal
Disease Control in the GMS
(RETA)

Tonle Sap Resources
Management and
Conservation (TA)

Study of Inland Aquatic

Resources Trade Patterns (TA)

2004-2008

2004-2008

2004-2006

2005-2009

2010

2009

FAO
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Elaborate a strategy to
promote gender equity in
inland fisheries in Cambodia

Enhancing the Role of
Women in Inland Fisheries in
Cambodia (RETA)

2007

3. Access to Land

Draft implementing
regulations. Increase public
understanding of land matters
and their rights under the law

Implementation of Land
Legislation — Phase Il (TA)

2003-2005

4. Access to Water/
Irrigation

Improve quality of life
through provision of
sustainable irrigation,
agricultural extension, and
rural infrastructure

Upgrade small- and
medium-scale irrigation
schemes applying an IWRM
approach in a river basin
context including
empowerment of water user
communities and agricultural
extension measures;
institutional capacity building

Make disaster preparedness
efforts more effective,
paying special attention to
the impact of flooding on
women and girls

Prepare flood management
loan by integrating country-
specific flood management
measures

Reduce negative impacts of
floods through investment
projects in Cambodia, Lao
PDR, and Viet Nam

Continue capacity
strengthening for MOWRAM
and evaluate ADB irrigation
sector interventions and
prepare for a new sector
project

Upgrade irrigation schemes
based on ADB irrigation sector
interventions’ experience and
continue institutional support

Stung Chinit Irrigation and
Rural Infrastructure (Loan)

Northwest Irrigation Sector
Project (Loan)

Community Self-reliance and
Flood Risk Reduction in the
Tonle Sap Basin (TA)

Flood Management and
Mitigation (TA)

Flood Management and
Mitigation (TA)

Water Resource
Management Sector (TA)

Water Resource
Management Sector (Grant
and Loan)

2001-2007

2004-2010

2004

2005-2006

2009-2013

2006

2008-2014

AFD

AFD

AFD

AFD

5. Area Development and
Rural Livelihoods
Enhancement

Reduce rural poverty through
rehabilitation of physical
infrastructure (including rural
roads and village
infrastructure) and support to
community development

Northwest Rural Development
Project
(Loan)

2003-2007
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Enhance systems and Tonle Sap Environmental 2002-2007 v GEF, UNDP
develop the capacity for Management Project
natural resource management | (Loan)

coordination and planning,
community-based natural
resource management, and
biodiversity conservation in

the TSBR

Advance the establishment of | Establishment of the Tonle Sap | 2004—-2008
improved institutional and Basin Management

organizational arrangements Organization Il, 11, IV (TA)

for water and related natural
resource management in the
Tonle Sap basin

Describe participatory Study of Participatory 2007
approaches that enable Watershed Management
management and Approaches (TA)

conservation of natural
resources; foster sustainable
livelihoods; and achieve good
governance by promoting
transparency, accountability,
and the representation of a
diversity of interests

Improve awareness of the Influence of Built Structures on 2005

influence of built structures on | the Fisheries of the Tonle Sap

the lake's hydrology (TA)

Sustain and improve liveli- Tonle Sap Sustainable 2006-2010 v Finland

hoods in the flooded area of Livelihoods Project (Grant)
the Tonle Sap

Manage natural resources in Tonle Sap Lowland 2007-2008
and around the transition area | Stabilization Project (Grant)
of the TSBR, with special
attention to agriculture,
forestry, and irrigation in
support of sustainable

livelihoods
Promote conservation and Tonle Sap Watershed 2008
sustainable management of Management (TA)

native vegetation in the
watershed of the Tonle Sap to
reduce land degradation,
increase income and well-
being, and reduce vulnerability
AFD = Agence Francaise de Développement; CNMC = Cambodia National Mekong River Committee;
FWUC = Farmer Water User Community; GEF = Global Environment Facility; GMS = Greater Mekong
Subregion; ha = hectare, 1&D = Irrigation and Drainage; IMT = Irrigation Management Transfer; IRRI =
International Rice Research Institute; IWRM = Integrated Water Resources Management; JFPR = Japan
Fund for Poverty Reduction; JFICT = Japan Fund for Information and Communication Technology; Lao PDR
= Lao People’s Democratic Republic; LFI = Licensed Finance Institution; MAFF = Ministry of Agriculture,
Forestry and Fisheries; MOWRAM = Ministry of Water Resources and Meteorology; NWISP = Northwest
Irrigation Sector Project; O&M = Operation and Maintenance; PPTA = project preparatory technical
assistance; RDB = Rural Development Bank; SCIRIP = Stung Chinit Irrigation and Rural Infrastructure
Project; SEDP Il = Second Socio-economic Development Plan; t = ton; TBD = to be determined; TSBR =
Tonle Sap Biosphere Reserve; UNDP = United Nations Development Program
2 Irrigation in Cambodia includes (i) fully controlled irrigation and (ii) rainfed or subject to flooding areas with
improved water management practices such as rain harvesting and flood control/spreading. The NSDP
target is for 10,000 ha of each type rehabilitated/developed per year.
Source: Government of Cambodia and ADB estimates
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EDUCATION SECTOR ROAD MAP

Indicators 2005 2010
(%) (%)
A. Sector Outcomes
Access to Education
Primary Net Enrollment Rate (NER) 91.9 100
Lower Secondary NER 26.1 75
Upper Secondary NER 9.3 28
Grade 6-7 Transition 81.9 97
Grade 9-10 Transition 56.1 78
Quality of Education
Number of incomplete primary schools 1,934 0
Primary Pupil-Teacher Ratio (PTR) 53.5 50
Lower Secondary PTR 27.7 45
Upper Secondary PTR 294 40

Improve pre-service and in-service
teacher development

5,000 teachers trained at all
levels per annum, with ICT
training included in their
training

10,000 new teachers trained
at all levels since 2008

Implement the curriculum Policy, Including

implementation of primary and lower
secondary component with a focus on
learning achievement standard at grades
3,6 and 9.

New Curriculum Policy was
introduced in 2004

Progress review on the new
curriculum policy in 2010

Gender Parity

Primary NER (% female) 90.7 100
LSS NER (% female) 24.8 75
USS NER (% female) 7.9 25
Resource Allocations to Education

Education Expenditure as % of GDP 2.1 2.4

B. Sector Outputs

Access to Education

ADB Program Indicators

Provision of facilities

340 incomplete primary schools in 6 remote and ethnic
minority provinces expanded between 2005 to 2008 to enable
delivery of 6 years of schooling

400 lower secondary schools in unserved communes built
between 2005-2010

24 model upper secondary schools built between 2005-2010
25 rural upper secondary schools in under-served areas built
between 2005-2010

Skills training management, facilities and equipments in 7
provinces upgraded between 2005-2010

Participation from the poorest 40% of communes in skills
training increased from 12,000 in 2005 to 120,000 by 2008
Apprenticeship enroliment increased from 5,000 in 2005 to
25,000 in 2008 with 50% women on all training courses
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Quality of Education

ADB Program Indicators

Internal efficiency measures for
quality enhancement increased

Model school network ensures high-quality upper secondary
school graduates from each province between 2005 and 2010

National qualifications framework established between 2005
and 2010

Occupational standards guidelines and training accreditation
and evaluation upgraded between 2005 and 2010

Institutional capacity of the teacher
training institutions, including the
National Institute of Education
(NIE), and the
departments/agencies responsible
for curriculum development, text
book preparation, examinations
strengthened

Capacity and function of NIE strengthened and expanded by
2009

Capacity and functions of regional teacher training colleges
(RTTCs) and provincial teacher training colleges (PTTCs)
strengthened and expanded by 2009

Capacity of curriculum, textbook development, and teacher
training departments capacity strengthened by 2009

Examination system reformed and strengthened by 2009

Capacity Building for
Decentralization

ADB Program Indicators

Policy and regulatory framework
for deconcentrated sector,
financial and technical
management, and performance
monitoring developed

Series of regulations and operational guidelines issued
covering schooling, TVET and higher education between 2005
and 2010

School performance agreements and report cards introduced
between 2005 and 2010

New operational guidelines issued for NTB, NTF, PTB and
Sectoral Council between 2005 and 2010

Management systems at central
and provincial levels strengthened
in technical and financial planning,
program management and
monitoring

Decentralization planning and management capacity building
program covering all provinces and districts strengthened
between 2005 and 2010

C. Sector Issues and
Constraints

Inequitable access to education

« Approximately 25% children of primary school age still out of
school;

* Wide disparities in enrollment rates between urban and rural
areas, geographically remote areas, rich and poor

* Gender inequalities persist

* 15% of villages without schools within commutable distance

Weak lower secondary and upper secondary subsectors

* Low NER for lower secondary and secondary education

* Gender disparities

Weak Internal Efficiency and Quality

« Dearth of learning materials; serious deficiencies in text book
supply

« Inadequate supply of teachers to support expansion of
physical facilities

Weak Institutional and Management Capacity

* Weak capacity for planning, management, and supervision

* Weak institutional capacity for supporting quality

* Weak systems for decentralized planning, management and
delivery of education services

Financial Resources
» Lack of adequate resources to support recurrent expenses
+ Dependence on donor support
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D. Actions, Milestones, and ADB Schedule Gov't Others

Investments

e Access and participation in | Targeted Assistance for 2002-2006 v EC,
primary, lower and upper Education of the Poor Girls UNICEF/
secondary education and Children in the Ethnic SIDA, WB,

Minority Areas (TA) WFP
Improving Primary School 2005-2007

Access in Disadvantaged

Communes (TA)

ESDP-II: Second Education 2004-2010

Sector Development Project

(Loan)

Dormitories and Learning 2005-2008

Centers for Secondary

Schoolgirls (TA)

» Improve the quality and ESDP-II: Second Education 2004-2010 v EC,WB,
relevance of primary, lower | Sector Development Project UNICEF/
and upper secondary (Loan) SIDA, WB,
education JICA,

USAID

* Strengthen management, ESDP-II: Second Education 2004-2010 v EC,
planning and accounting Sector Development Project UNICEF/
capacity for education (Loan) SIDA, WB,
delivery UNESCO

* Improve teacher Dormitories and Learning 2006-2008 UNICEF/
competencies Centers for Secondary SIDA,

Schoolgirls (TA) UNESCO,
USAID,
JICA, WB
e Strengthen curriculum 4 USAID,
development JICA
« Strengthen and reform v WB,
student assessments and UNICEF/
examination SIDA
e Improve database v UNICEF/
information system SIDA
* Regulatory reforms Education Regulatory 2005-2007 v UNESCO,
Reform and Governance for UNICEF/
Decentralization (TA) SIDA

e Scholarship Program Targeted Assistance for 2002-2006 v WB,
Education of the Poor Girls Belgium,
and Children in the Ethnic UNICEF,
Minority Areas (TA) JICA, WFP

ADB = Asian Development Bank; ADTA = advisory technical assistance; CAM = Cambodia; EC = European
Commission; Gov't = Government; ESDP-Il = Second-Education Sector Development Project; ICT =
information communications and technology; JFPR = Japan fund for poverty reduction; JICA = Japan
International Cooperation Agency; LSS = lower secondary school; MOEYS = Ministry of Education, Youth
and Sport; NER = net enrollment rate; NIE = national institute of education; NTB = national training board;
NTF = National Training Fund; PTB = provincial training board; PTR = pupil-teacher ratio; PTTCs =
provincial teacher training colleges; RTTCs = regional teacher training colleges; SIDA = Swedish
International Development Agency; TA = technical assistance; TVET = technical and vocational education
and training; UNICEF = United Nations Children’s Fund; UNESCO = United Nations Educational, Scientific
and Cultural Organization; USAID = United States Agency for International Development; USS = upper
secondary school; WB = World Bank; WFP = World Food Programme.

Source: Government of Cambodia and ADB estimates.
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FINANCIAL SECTOR ROAD MAP
Item 2001 2005 2010 2015
A. Sector Outcomes
M2/GDP (%) 14 20 28 40
Bank deposits/GDP 12 23 30 37
(%)
Credit to the private 6 13 17 23
sector/GDP (%)
Interest rate spread 15 12 9 7
(%)
MFI| assets/GDP (%) 1 15 3
Insurance 0.2 1 2
premiums/GDP (%)
B. Sector Outputs
Soundness and
stability
Prudential Establish Increased Upgrade prudential | Advance prudential
supervision of supervision unit number of staff to | regulations to Basel | regulations towards
banks include on-site | core principles, Basel Il and
supervision, further strengthen international risk
comprehensive on-site supervision | management
prudential and prompt practices
regulations response
introduced, mechanism to
establish high-risk banks
minimum CAR at
15% of risk
weighted assets
Prudential Legal framework | Established Strengthen the Increase staff

supervision of developed supervision unit institutional and number to cater for
insurance industry and introduced staff capacity, new insurance
basic prudential introduce products, additional
regulations comprehensive prudential
prudential regulations to
regulations based address new
on international product risks,
insurance core strengthen on-site
principles supervision
Prudential Develop Supervision unit Enhance staff Strengthen on-site
supervision of MFIs | regulatory established within | capacity, introduce | capability and
framework for NBC, commenced | comprehensive prompt response to
licensing licensing and prudential risky MFls, add or
registration of regulations revise existing
MFls prudential
regulations to
address new
products or risks
Anti-money Draft AML law, Adoption of the AML | Strengthen
laundering regime introduce legislation, enforcement and
regulations establishment of coordination
covering “know the FIU, public between FIU,
your customer” dissemination and investigating
and “reporting awareness agency and
suspicious campaign, capacity | prosecution
transactions” support for the

various agencies
involved
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Competition and
Efficiency
Supporting legal
infrastructure

Central Banking
and Banking
Laws in place

Adopted the
Insurance law,
Accounting law,
Commercial
Enterprises law,
Negotiable
instruments and
payment
transactions law,
and Commercial
Arbitration law

Adopted the
Secured
transactions law
(establish on-line
registry),
Insolvency law,
Anti-money
Laundering law,
Anticorruption law,
Public and private
securities laws, and
Leasing, establish
commercial
arbitration center

Support the
effective
implementation of
these laws and
implementing
regulations,
enhance capability
of enforcement
agencies

Accounting and

Legal framework

Uniform chart of

Enforcement of

Publication of

information developed accounts for all compliance with annual audited
disclosure banks, publication of reports of insurance
publication of annual audited firms and public
annual audited financial reports of | companies, credit
financial reports banks, launching of | sharing information
of banks credit sharing system to become a
information system, | self regulated
develop disclosure | bureau
standards for
insurance firms
Insurance 1 state-owned Legal and Complete Strengthen
development insurance firm regulatory restructure and governance
and 3 insurance framework privatization of structure and risk
agents adopted, 3 state-owned management
insurance firms insurance firm and capability of
and one re- re-insurer, enhance | individual firms,

insurance firm,
three non-life
products offered

entry of new
insurance firms,
widen the
insurance products
and services to

government to
review incentive
support , grow
insurance products
and services

include life
insurance
Access and
Outreach
Payment and Develop Daily settlement Adopt key Advance towards
settlement system regulatory organized by the | implementing full on-line payment

framework, cash
and paper based
payment system
in use

NBC in Phnom
Penh and three
other provinces,
adopt negotiable
instrument and
payment
transactions law

regulations to
support a functional
payment and
settlement system,
modernize the
settlement system
within NBC and all
its 20 branches,
develop an on-line
retail payment
system

and settlement
systems, cross-
boarder
arrangements with
neighboring
countries to support
establishment of an
integrated payment
and settlement
system
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Human Resource
development
Accounting and Develop legal National Scholarships to Continued
auditing framework accounting and develop core education of
professional auditing number of qualified | professional
development standards setter professional members, grow the
established, 15 members, support number of
IAS and 10 ISA the implementation | professional
based standards | of standards, add members, more
introduced, remaining IFRS- specialized service
Professional based standards as | support for banks,
institute appropriate to the insurance, MFls,
established business public and private
development of corporations,
Cambodia SMEs, etc
Training institutions Established Legal faculties adopt| Upgrade the banking
bankers commercial law training center and
association, curriculum for include training
center for training | training judges, modules for MFIs,
NBC staff, lawyers and legal update the
banking training clerks, insurance commercial law
center training program in | curriculum at legal
affiliation with the faculties to include
Malaysian Insurance| new commercial
Training Institute laws adopted by the
Government
C. Sector issues 1. Although currently limited and manageable, systemic risk is a concern
and constraints 2. Moderate to high transaction risk
3. High information costs
4. High operating costs
5. Weak human and technical capacity
D. Actions, Milestones, ADB Schedule Gov't Others
and Investments
1. Mitigate systemic risk throughout the financial sector
Policy:
Monetary policy — 2005-2006 IMF
Streamlining reserve
requirements
Banking - Restructure 2000-2002 IMF
banking system
Banking - Strengthen and FSPL Sub-program 2 and 3, 2001-2009 IMF
implement prudential Capacity Building for Banking
supervision system and Financial Management (TA),
and FSDP
Banking - Improve entry, FSPL Sub-program 2 and FSDP 2002-2009 IMF
merger and exit framework
Insurance - Strengthen FSPL Sub-program 2, FSPL Sub- | 2004-2009
regulatory framework and program 3 Implementation (TA),
disclosure standards and FSDP
Insurance - Improve entry FSPL Sub-program 3 2002-2009
and exit framework Implementation (TA), and FSDP
General - Regulatory FSPL Sub-program 3 and FSDP 2004-2010 IMF/
framework for money and Bilateral
government securities Donors
market
General - Anti-money FSPL Sub-program 3 and FSDP 2003-2010 IMF/
laundering legislation and Bilateral
associated systems Donors
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Institutional:
Banking - Capacity building | Capacity Building for Banking and | 2001-2009 IMF
for bank supervisors Financial Management (TA) and
FSPL Sub-program 3
Implementation (TA)/FSDP ADTA
Insurance - Capacity Improving Insurance Supervision 2003-2010
building for insurance (TA) and FSPL Sub-program 3
supervisors Implementation (TA)/FSDP ADTA
General - Strengthen risk Preparing the FSDP (PPTA) and 2006-2009 IMF
management systems of FSDP
NBC
General - Training on anti- FSPL Sub-program 3 2006-2010 IMF/
money laundering/CFT Implementation (TA)/FSDP AUSTRAC
Investments:
General - Operational Preparing the FSDP (PPTA) and 2006-2009 v
Strengthening for NBC ADTA (e-Asia Fund)
2. Lower transaction risk for commercial and financial activities
Policy:
Infrastructure - Body of FSPL and FSDP 2004-2007
commercial laws adopted
Infrastructure - Commercial 2007-2010 v UNDP
court with streamlined
procedures
Infrastructure - FSDP 2006-2010 World
Implementation of Bank,
accounting and auditing Banks/
standards insurance
firms and
MFIs
NBFI - Develop legal and SME Program 2005-2006
regulatory framework for
leasing
Institutional:
Infrastructure - Training and | FSPL Sub-program 3 2005-2010 Bilateral
capacity building for new Implementation (TA) Donor
body of commercial laws FSDP
Infrastructure — commercial | FSPL Sub-program 3 2005 - 2010 v
law curriculum adopted and | Implementation (TA)
training provided by legal FSDP
faculties
Infrastructure - Capacity 2003-2010 UNDP/
building for the commercial Bilateral
court Donor
Infrastructure — FSPL Sub-program 3 2006 - 2009
establishment of and Implementation (TA)
capacity support for the FSDP
national commercial
arbitration center
Investments:
Infrastructure - Electronic Improving Legal Infrastructure in 2005-2008 v
registry for secured the Financial Sector (TA) FSDP
transactions
Infrastructure - Public land 2005-2006 World
registry Bank
Infrastructure - Enterprise SME Program 2005-2006
registry
NBFI - Private investment 2007-2008 Banks
in leasing business
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3. Lower information costs about financial institutions and enterprises

Policy:
Infrastructure - Strengthen FSPL Sub-program 1 and 2, 2002-2009 World
accounting and auditing Capacity Building for Banking Bank TA
standards and Financial Management (TA)
and FSDP
Infrastructure - Build SME Program 2005-2006
accounting and auditing
standards for SMEs
Infrastructure - Introduction | FSPL Sub-program 2 and SME 2005-2006
of credit information bureau | Program
Institutional:
Infrastructure - Building of FSPL Sub-program 2 and 2003-2006
professional accreditations | Capacity Building for Banking and
body for accountants Financial Management (TA)
Infrastructure - Improving FSPL Sub-program 2 2005-2009 World
capacity of accounting and FSDP Bank TA
auditing profession
Investments:
Infrastructure - FSPL Sub-program 2 2006-2008
Establishment of credit SME Program
information sharing system
Infrastructure - Private 2007-2010
investment in accounting
4. Lower operating costs in financial institutions and enterprises
Policy:
Infrastructure - Assessment 2003-2004 World
of investment climate Bank
Infrastructure - Strengthen 2004-2005 World
public - private partnerships Bank
Infrastructure - Trade and 2004-2005 World
FDI facilitation Bank
Infrastructure - Streamline SME Program 2005-2007
enterprise licensing
requirements
Banking - Strengthened FSPL Sub-program 3 and FSDP 2005-2006 IMF
regulations governing
payment and settlement
systems
Banking - Rationalize Capacity Building for Banking 2006-2008 IMF
licensing requirements for and Financial Management (TA),
banking and MFls and Developing Deposit Services
in Rural Cambodia (TA)
Institutional:
Infrastructure - Assistance SME Program 2006-2007
in drafting of new
regulations for licensing of | Capacity Building for Banking 2003-2006
private corporations, MFIs | and Financial Management (TA)
and finance institutions
Banking — Capacity building | FSDP ADTA 2007-2010 IMF,
to payment and clearing Banks
system
Investments:
Banking - Automation FSDP 2007-2010 Banks

investment in payment and
settlement systems
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5. Human and Technical Capacity Building

Policy:

Rationalize various FSDP 2007-2009 IFC,
professional training Bankers
initiatives. Association
Institutional:

Support to training institutes | FSDP ADTA 2007-2009 IFC/
and professional Bilateral
associations. Donor
Investments:

Establishment of MFI 2007-2009 IFC/
training modules within the Bilateral
banking training center Donor
Establishment of insurance 2007-2009 v Bilateral
sector training curriculum in Donor
affiliation with the Malaysian

Insurance Training Institute

AUSTRAC = Australian Transaction Reports and Analysis Centre, FSDP = Financial Sector Development
Program, FSPL = Financial Sector Program Loan, JFICT = Japan Fund for Information and Communications
Technology, SME Program = Small and Medium Enterprises Program, UNDP = United Nations
Development Program.

Source: Government of Cambodia and ADB estimates.
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TRANSPORT SECTOR ROAD MAP

Items Indicators
2000 | 2005 | 2010 | 2015 2020

A. Sector Outcomes

Highway traffic average annual - 9.4 7.3 6.0 5.0

growth rate (%)

Reduction in transport cost - 100 90 70 65

(index road freight, 2005=100)

Reduction in traffic fatalities 6 12 10 8 6

(fatalities per 10,000 vehicles)

Ralil traffic (million tons) 0.3 0.6 1.0 2.4 3.6
B. Sector Outputs

Share of MPWT road network <20 28 41 96 96

in fair or good condition (%)

Sufficiency of road <10 70 85 95 100

maintenance budget (%)

Proportion of railway network 0 0 100 100 100

in good condition (%)

C. Sector Issues and
Constraints

Transport provision is inefficient due to a lack of diversity and
competition

Large sections of the population, particularly in remote areas, are
excluded from the mainstream economy because of inadequate
transport infrastructure

Much infrastructure is unsustainable because of lack of funding
and other domestic resources for maintenance

Traffic safety is deteriorating quickly, due to increasing traffic
volumes and a lack of traffic rule enforcement, causing significant
and increasing economic losses and social deprivation

Sector institutions need reform to provide a legal and regulatory
framework conducive to competition and private sector investment
Safeguard policies, in particular for land acquisition and
resettlement, are still at an early stage of development and
mainstreaming; more needs to be done.

Domestic private sector consultant and contractor capacity
needs to be developed

D. Actions, Milestones, and ADB Schedule Gov't Others
Investments
1. Reform Program
Capacity building in MPWT Strengthening the 2000-2009 v World
maintenance planning Bank,
and management JICA
capacities at the
ministry of public works
and transport (TA)
Capacity building in
public-private
partnership for
transport (TA)
Provincial road administration 2004-2006 v World
capacity building Bank
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Restructuring MPWT (New « GMS: Cambodia Road 2004-2008 v
planning structure in place) Improvement Project

(Loan)
Restructuring RRC (Railway = Restructuring of the 2004-2009 v Private
operated by public private railway in Cambodia sector
partnership and railway authority (TA)
in place) « GMS: Rehabilitation of

the railway in Cambodia
(proposed loan)

Labor intensive road « Mainstreaming labor- 2004-2009 v JFPR
maintenance (600 km financed based road

and maintained) maintenance to the
national road network in
Cambodia (TA)

Urban road safety program 2007-2009 v JICA

2. Investment Program

Rehabilitation and maintenance 2004-2006 4 World
of provincial roads Bank

Rehabilitation of parts of NR 5, « GMS: Cambodia Road 2004-2008 v OFID
NR 6 and replacement of bridges Improvement Project
on NR 56 and NR 68 (150 km (Loan)

rehabilitated 45 bridges replaced)

Rehabilitation of part of NR 7 2004-2008 PRC

Navigation improvement on the 2005-2010 v TBD
Mekong River (MRC Navigation
Program)

Upgrading of parts of NR 1 and 2007-2009 v JICA
three bridges in Kandal Province

Rehabilitation of the railway and 2007-2009 v
reconstruction of link to Thailand
(650 km of track rehabilitated)

Rehabilitation of secondary 2007-2011 v
national roads and periodic road
maintenance of national roads
network (15 km rehabilitated 111
km maintained)

Rehabilitation of NR 78 2007-2008 Viet Nam
Rehabilitation of NR 76 2007-2009 PRC
Prek Tamak and Prek Kdam 2007-2010 PRC
Bridges

Rehabilitation of NR 57 PRC
Construction of bridge on NR 1 TBD
at Neak Leung

Rehabilitation of Siem Reap— v

Stung Treng section (NR 66 and
provincial roads)
CRIP = Cambodia Road Improvement Project, GMS = Greater Mekong Subregion, JBIC = Japan Bank for
International Cooperation, JICA = Japan International Cooperation Agency, JFPR = Japan Fund for Poverty
Reduction, MPWT = Ministry of Public Works and Transport, NR = national road, OFID = OPEC Fund for
International Development, OPEC = Organization of Petroleum Exporting Countries, PRC = People’s
Republic of China, PRIP = Provincial Road Improvement Project, TA = technical assistance, TBD = to be
determined.
— not available
Source: Government of Cambodia and ADB estimates




	I. CONSISTENCY OF THE BUSINESS PLAN� WITH THE CURRENT COUNTR
	II. INDICATIVE LENDING AND NONLENDING PROGRAM
	III. SUMMARY OF CHANGES TO LENDING AND NONLENDING PROGRAMS
	IV. INDICATIVE INTERNAL RESOURCE REQUIREMENTS

	5. CAM BP 2006_Appendix 2_final.pdf
	A. Lending Products
	1. Tonle Sap Lowland Stabilization. The goal of the proposed
	3. Education Quality Improvement. The proposed project will 
	5. Financial Sector Development Program (Subprogram 1). The 
	7. Southern Coastal Corridor Project. The proposed project a


	6. CAM BP 2006_Appendix 3_final.pdf
	C. Sector Issues/Constraints
	Competition and Efficiency
	Supporting legal infrastructure
	Items
	2010
	Share of MPWT road network in fair or good condition (%)
	Sufficiency of road maintenance budget (%)
	Proportion of railway network in good condition (%)
	C. Sector Issues and Constraints







