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I. CONSISTENCY OF THE BUSINESS PLAN WITH THE COUNTRY STRATEGY AND 
PROGRAM1 

1. Recent Economic, Social, and Political Developments. Cambodia has recorded 
double-digit economic growth over the last 4 years, averaging 11.1%. Nonetheless, this growth 
has been narrowly based and concentrated in garments, tourism, and construction, leaving the 
economy vulnerable to external shocks. Domestic liquidity has been rising rapidly, from a small 
base, partly fueled by the rapid growth of credit to the private sector and the surge in capital 
inflows from foreign direct investment. In 2007, the budget’s current balance showed a healthy 
surplus, while overall there was a budget deficit of about 2% of gross domestic product (GDP). 
That continued an improving trend from the last few years. The overall deficit was financed by 
foreign inflows, enabling a further build-up of government deposits in the banking system. The 
balance of payments further strengthened in 2007. Although the trade deficit widened and the 
current account remained in deficit, capital inflows, including from rising foreign direct 
investment, were robust enough to finance the deficit and further increase net international 
reserves (to about $1.99 billion at end-May). After remaining in single digits in recent years, 
inflation has accelerated rapidly—from 6.4% (year on year) at end-September 2007 to 18.7% at 
end-January 2008. While no official figures have been released since, it is likely that inflation 
has continued to rise, fueled by rapid credit expansion and rising food and energy prices. GDP 
per capita rose from around $297 in 1995 to about $594 in 2007, and the incidence of poverty 
declined from over 45% in 1994 to 35% in 2004. There are indications that the poverty rate has 
declined by now to around 30%. Rural poverty remains stubbornly high at 40%, however, and 
rural income distribution inequality rose from around 27% in 1994 to 33% in 2004. The fourth 
national elections since the Paris Peace Accord of 1991 were held on 27 July 2008. If they were 
conducted in a generally fair and proper manner, as has been reported by most observers, the 
result would present an opportunity for a strengthened reform agenda in a stable political 
climate. 
 
2. Country Strategy. The country strategy and program (CSP) midterm review (MTR), 
finalized in August 2007, concluded that the strategic thrust of the Asian Development Bank 
(ADB) in Cambodia remains appropriately targeted on poverty reduction through broad-based 
private sector-led growth, inclusive social development, and stronger governance for 
sustainable development. That strategy is consistent with the Government’s reform priorities as 
elaborated in the Rectangular Strategy on Growth, Employment, Equity and Efficiency and 
operationalized through the National Strategic Development Plan (NSDP) 2006–2010. However, 
the MTR also pointed to the need for a sharper focus on agricultural and rural development, 
private sector-led growth, and intensified risk management. Future country operations in 
Cambodia will also be influenced by (i) adjustments in ADB’s corporate priorities as elaborated 
in ADB’s long-term strategic framework;2 (ii) the recent agreement on replenishing the Asian 
Development Fund (ADF); (iii) the specific initiatives announced for regional cooperation and 
integration in the Greater Mekong Subregion (GMS), following the Third GMS Summit, held in 
Vientiane in March 2008; (iv) the need to improve portfolio performance; (v) the recent 
acceleration toward deconcentration and decentralization; and (vi) other key country-level 
developments noted above. During the country programming mission (CPM) consultations, the 
Government, development partners, and civil society all confirmed the appropriateness of the 
current CSP’s basic thrust and its MTR’s focus. The Government informed the CPM that, if the 
upcoming elections returned the current administration to power, the new Government’s 
                                                 
1 Management approved the preparation of an indicative rolling country operations business plan (COBP) for 

Cambodia on 26 May 2008. 
2 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. 

Manila. 
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priorities would increasingly focus on agricultural and rural development, energy, education, 
private sector development (PSD), and public financial management (PFM). The recent spike in 
food price inflation reinforces the need to address the underlying structural constraints inhibiting 
higher agricultural production, especially of rice, and efficient food supply distribution 
mechanisms. Recent strategic developments and CPM consultations all therefore confirmed the 
need to fully operationalize the CSP MTR through the country operations business plan (COBP) 
2008–2010. Based upon information received during CPM consultations on the NSDP, the CPM 
is recommending to extend the current CSP (2005–2009) to 2010 in line with the term of the 
current NSDP and to prepare a new CSP in 2010 to cover 2011–2015.3 As a result, the 
proposed COBP runs through 2010 only. 
 
3. Country Operations Business Plan, 2008–2010. Against this background, the 
proposed COBP, 2008–2010 is strongly focused on the priority areas of agricultural and rural 
development, private sector development, governance and capacity development, and the 
GMS. The COBP programming targets the key objective of enhancing rural development to 
foster more pro-poor growth and accelerate poverty reduction, especially around the Tonle Sap 
basin where most of Cambodia’s poorest live. In the near term (2008 and 2009), interventions 
would mostly center around the Tonle Sap basin area and be geared to expand the connectivity 
internally between rural roads and the provincial and national network, and externally with 
emerging subregional transport corridors; fostering the development of smallholder agricultural 
producers; and widening access for the poorest to rural water supply and sanitation while 
strengthening local community management capacity. These “hardware” interventions would be 
accompanied by a long-term programmatic approach to improving governance by rolling out 
public financial management reform to the three rural development line ministries (Ministry of 
Agriculture, Forestry, and Fisheries; Ministry of Water Resources and Meteorology (MOWRAM); 
and Ministry of Rural Development), consistent with the Government’s PFM reform program. 
The COBP emphasizes the intention to form closer strategic partnerships, particularly in the 
area of rural development, and this has already materialized through cofinancing from the 
International Fund for Agricultural Development and Agence Française de Développement. The 
COBP programming on private sector development would support improvements in 
competitiveness by helping reduce border-related costs and distortions; enhancing domestic 
and external trade facilitation, including through promoting compliance with sanitary and 
phytosanitary standards; and fostering improved and cheaper access to information and 
communication technology (ICT). Later interventions would be more focused on improving the 
trade facilitation and logistics links to the subregion as systems and procedures become more 
developed and integrated. Supporting financial sector interventions would be aimed at 
improving financial intermediation, including the outreach of microfinance institutions (MFIs) and 
reducing the cost of finance in rural areas; enhancing the resilience of the financial sector; 
promoting good governance; and improving financial sector efficiency. Education-related 
interventions would be aimed at enhancing technical and vocational education training to 
achieve a closer match between the skills of a rapidly growing and young rural labor force and 
emerging employment opportunities. For the first time, the COBP incorporates a planned 
gradual increase in private sector operations, beginning with interventions to expand trade and 
access to rural finance, including proposed nonrecourse interventions by ADB’s private sector 
department to guarantee trade financing and extended MFI reach in rural areas. Other 
infrastructure loans or investment opportunities are being sought, including in the areas of 
thermal and hydropower. With respect to governance and capacity building, the COBP 
proposes a long-term programmatic approach to PFM reform with interventions in 2008 and 

                                                 
3 The Government informed the CPM that the current NSDP 2006–2010 will be extended to 2013, so that future 

NSDPs would coincide with the 5-year term of governments. 
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2010 to underpin rolling out of PFM to rural development line ministries. At the decentralized 
level, it will be backed by a credible independent enforcement of accountability oversight in the 
form of the National Audit Authority. Benchmark-based progress in such programs is designed 
to allow reducing dependence on project implementation unit and project management unit ring 
fencing to mitigate fiduciary risk over the course of the COBP period in line with ADB’s Paris 
Declaration commitments under the long-term strategic framework. The COBP assumes 
confirmation of a PFM focus in accessing capacity building funds under the Public Policy 
Training Program, and it also proposes a sequence of interventions to support local 
accountability through particular projects and capacity building ahead of support for fiscal 
decentralization. Through such decentralization support and private sector development, the 
COBP emphasizes support for demand-side governance as the appropriate means of 
progressing anticorruption reform. Finally, there is selective follow-up program support to 
results-oriented capacity building for key public institutions, including the Supreme National 
Economic Council and, possibly, the Cambodia National Petroleum Authority. The proposed 
COBP reflects a logical sequenced integration across all planned GMS programming. First, the 
proposed national and subregional programs are designed to facilitate gradual transformation of 
the existing domestic and subregional cross-border transport corridors into fully-fledged national 
and subregional economic corridors. Upfront interventions are focused on fostering private 
sector-led backward linkages to the agricultural sector and upgrading the rural hard 
infrastructure, while later interventions are aimed at promoting urban infrastructure and 
supporting quarantine requirements leading to GMS trade facilitation and logistics. Second, 
GMS programming will also continue to look at a balance between hard infrastructure 
investments (like the GMS subregional transmission line support being planned for 2011) and 
environmental considerations (like the GMS biodiversity conservation corridor standby for 2010) 
in order to ensure that water resources simultaneously serve hydropower, irrigation, and natural 
resource replenishment needs. Finally, GMS programming for Cambodia related to climate 
change includes a proposed project for GMS flood and drought management and risk 
mitigation. It could also include an analysis of water- and vector-borne diseases under a 
proposed GMS communicable disease control project. The risks arising from, and risk mitigation 
related to, all this COBP programming are detailed in Appendix 1. 
  

II. INDICATIVE LENDING AND NONLENDING PROGRAMS 

4. ADF IX Resources for 2008 Program. Under the ADF IX resource envelope, which 
runs through end-2008, Cambodia’s original performance-cased allocation for the biennial 
period 2007–2008 was $113.47 million, comprising $62.37 million in loans and $51.1 million in 
grants.4 Total utilization for lending operations in 2007 amounted to $64.1 million, of which 
$27.1 million was in loans and $37.0 million in grants. That leaves $49.47 million available for 
2008, of which $6 million was spent in January 2008 for the Road Asset Management Project 
that was deferred from 2007 (Table A2.1). The balance of $43.47 million has been earmarked 
for financing the three remaining programs and project planned for 2008—namely, the Private 
Sector Development Program ($21 million), the Financial Sector Development Program (Cluster 
2) ($10.3 million), and the Public Financial Management for Rural Development Project ($12.1 
million). At this stage, the funding for the Emergency Assistance Project ($30 million requested 
by the Government plus an additional $5 million for monitoring implementation) would come 
from additional resources and ADF savings, evenly split between loan and grants. The 
nonlending program for 2008 amounts to $10.00 million (Table A2.2). 
 

                                                 
4 Inclusive of $11.70 million carried over from 2006 and $12.1 million from requested savings. 
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5. ADF X Resources for 2009–2010 Program. Based on the recently concluded ADF X 
replenishment, Cambodia’s initial indicative ADF allocation for national program lending over the 
biennial period 2009–2010 has been set at $227 million ($113.5 million each year), significantly 
higher than the revised ADF IX allocation. At this stage, the COBP’s indicative pipeline for 
2009–2010 is $248 million (62% loans and 38% grants). This includes $78 million for the GMS 
regional program, of which $52 million (two thirds) may be sourced, subject to availability and 
priority, from the regional set-aside. The remaining $26 million (one third) would be sourced 
from the national allocation. The balance of $196 million for the national program could then 
encompass projects and programs that are proposed as firm for 2009–2010. The indicative 
nonlending program for 2009–2010 amounts to $16.25 million, of which $11.45 million for the 
national program is to be funded through the Technical Assistance Special Fund. 
 
6. ADF X Loan and Grant Mix. The Government was advised that the indicative ADF X 
allocation and its loan-grant composition for 2009–2010 were derived based on results of the 
2007 country performance assessment. It was informed that the allocations will be further 
reviewed by ADB, and adjusted as necessary at the end of 2008, after the ongoing 2008 
country performance assessment and update of the debt sustainability analysis (tentatively set 
for October).5 The Government was advised that ADF grants will be allocated using the debt 
sustainability analysis criteria and that the final ADF X allocation may be entirely in ADF loans. 
 

III. SUMMARY OF CHANGES TO LENDING AND NONLENDING PROGRAMS 

7. 2008 Lending Program Changes. The COBP, 2008–2010 reflects adjustments to the 
lending pipeline identified at the time of the CSP MTR in mid-2007. The 2008 program was 
adjusted to reflect the following five changes: (i) An Emergency Assistance Project was 
requested by Government (ii) The Water Resources Management (Sector) Project, originally a 
$15 million loan, was increased to $20 million but deferred to 2010 to take due account of 
current implementation and capacity challenges for MOWRAM (iii) The Siem Reap Livelihood 
Project was renamed the Tonle Sap Poverty Reduction and Smallholder Development Project 
and is indicated as a standby intervention in 2008 (iv) The SME II Project was renamed Private 
Sector Development Program and its amount was raised to $21 million, including a $2 million 
grant component to support capacity and (v) The Road Asset Management Project was 
deferred from 2007 and approved in January 2008.  
 
8. 2008 Nonlending Program Changes. The Tonle Sap Participatory Watershed 
Management project preparatory technical assistance (PPTA) and associated small-scale 
technical assistance have been combined into one PPTA and deferred to 2009. The PPTA on 
Establishment of the Tonle Sap Basin Management has been replaced by advisory technical 
assistance (ADTA) on Technology Demonstration and Rural ICT Application for Smallholder 
Development in the Tonle Sap basin. PPTA has been added to support preparation of the PSD 
Program. As the PPTA for the GMS: Northwest Provincial Road Improvement Project has 
sufficient funds for project preparation in 2008, the additional TA funds programmed for it will be 
allocated to a new PPTA for 2008, the Provincial and Rural Road Asset Management Project. 
Finally, two ADTA projects have been included for follow-up Institutional Strengthening of the 
Cambodian National Petroleum Authority, as a standby, and for Capacity Building for National 
Economic Policy Analysis and Development. With respect to the regional nonlending program, 
the GMS: Biofuel Development PPTA has been renamed GMS: Renewable Energy and both 
this and the GMS Biodiversity Corridor Conservation PPTA are deferred to 2009. Additional TA 

                                                 
5 The latest DSA, conducted in mid-2007, indicated that Cambodia’s debt was on a sustainable path and that the risk 

of debt distress was moderate.  
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for the GMS program is planned in agriculture, water supply and sanitation, and transport and 
trade facilitation. Finally, two Japan Fund for Poverty Reduction projects for the Piloting 
Postharvest Technology and Skills Bridging Program and Livelihood Stabilization Program, 
respectively, are proposed for 2008.  
 
9. 2009 Lending and Nonlending Program Changes. For 2009, the Enhancing 
Secondary Education Project was renamed to Enhancing Technical and Vocational Education 
Project to reflect the change in scope to achieve a closer match between skills development and 
demands of the labor market (Table A3.1). It is also possible that the Tonle Sap Poverty 
Reduction and Smallholder Development Project will need to be deferred from 2008 to early 
2009. The adjustments were deferrals of the Water Resources Management (Sector) Project 
and the GMS: Flood and Drought Risk Management and Mitigation Project to 2010 and 
advancement of the Mekong Water Supply and Sanitation Project to 2009. With respect to the 
nonlending national program, in addition to the deferment from 2008 of the Tonle Sap 
Participatory Watershed Management PPTA, the pipeline now includes PPTA projects for 
energy, decentralization, and trade facilitation (Table A3.2).  
 
10. 2010 Lending and Nonlending Program Changes. For 2010, the national program 
includes loans for the Provincial and Rural Roads Asset Management Project Cluster and the 
follow-up Financial Sector Development Program (Cluster 2), grants for the Support to Rural 
Decentralization Capacity Building Project and the PFM for Decentralized Services Project, and 
a follow-up PSD Project. The national program also includes a standby Rural Electrification 
Project, which could be firmed up at a later stage, depending on the availability of funds and the 
progress made in accelerating implementation of the two ongoing power transmission projects, 
in preparation for a larger transmission line project proposed for 2011. In addition to the GMS 
Flood and Drought Risk Management and Mitigation Project, the regional program includes two 
standby GMS projects on Communicable Disease Control and Biodiversity Conservation 
Corridor, respectively. The nonlending program includes additional PPTA for resource 
management, education, water supply, private sector development (including finance), and 
fiscal decentralization.    
 

IV. INDICATIVE INTERNAL RESOURCE REQUIREMENTS 

11. It is estimated that the internal staff resources utilized for the 2007 Cambodia program 
totaled 16 person-years. While Cambodia Resident Mission staffing has recently been boosted 
by adding a new national officer position for agriculture and natural resources, there is 
continuing need for gradual increase in that staffing over the period, including for (i) two 
professional staff with skills in agriculture and natural resources, on a redeployed and seconded 
basis, given the challenging nature of that portfolio and the rural development thrust of the 
program; (ii) national officer skills in governance risk mitigation, given fiduciary risks in 
Cambodia; and (iii) national officer skills in external relations to address partnerships with a 
robust civil society audience and to reach decentralized audiences, which are increasingly 
important. 
 

V. RESULTS-BASED MONITORING 

12. Progress on outcomes has been monitored against the indicators in a revised results 
framework (below), and based on updated sector road maps (appendixes 4–10). In particular, 
the results-based framework reflects the clearer focus on rural development, private sector 
development, governance and capacity building, and the GMS program, including the 
corresponding lending projects and programs and supporting TA. 



 

 

6 VI. COUNTRY STRATEGY AND PROGRAM RESULTS FRAMEWORK (2006–2010)a 

 

 
Government’s Medium-Term 
Development Agendab 

 
Asian Development Bank Strategic Focus 

 
ADB Interventions to 
Support Outcome(s) 

 
Risks 

Achievements of 
ADB Interventions 
(as of 31 May 2008) 

Strategic Goalsc Key Constraintsd Outcomes/Outcome Indicatorse Tracking Indicators/Milestonesf    
A: Sustainable Pro-Poor Economic Growth 
Reduce 
proportion of 
population below 
the national 
poverty line to 
25% in 2010, 
from 34.7% in 
1994. 

Reduce incidence 
of rural poverty 
from 39.2% in 
2004. 

Maintain GDP 
growth at 6% per 
annum during 
2006–2010. 

 

Economic growth 
narrowly based and 
focused on urban 
areas. 

Commercialization 
lacking in 
agriculture; low 
productivity and slow 
growth of output in 
the agriculture 
sector. 

Comprehensive river 
basin management 
lacking.  

Natural resources in 
the Tonle Sap basin 
are under pressure 
due to lack of 
livelihood options.  

Integration of 
multisector rural 
development under 
a comprehensive 
policy and 
institutional 
arrangement is 
lacking.  

Weak governance of 
rural development 
line ministries and 
weak capacity of 
local institutions and 
community-based 
organizations, 
limiting their ability to 
manage natural 
resources in a 
sustainable manner. 

Floods and droughts 
cause economic 
losses and loss of  

Increase agriculture production. 

• Rice yields increased from 
2.0 t/ha in 2005 to 2.4 t/ha by 
2010. 

• Agriculture land under 
irrigation (including supplemental 
irrigation) increased from 588,687 
ha in 2005 to 650,000 ha by 
2010. 

Improve market environment for 
private agro-based enterprise 
growth. 

Sustainable management and 
conservation of natural resources 

• Forest cover maintained at 
60% of total area between 2005 
and 2010. 

• Number of community-based 
fisheries increased from 375 in 
2005 to 464 in 2010. 

• Management of natural 
resources under a river basin 
planning and development 
approach adopted within the 
Tonle Sap basin. 

• Improved rural livelihoods to 
reduce pressure on Tonle Sap 
basin resources 

• Fish sanctuary in the Tonle 
Sap Biosphere Reserve core 
area managed under the 
biosphere reserve framework. 

Reduction in economic losses 
and loss of life from flood and 
droughts  

By 2010, about 70,000 farmers in 
10 provinces benefiting from 
agriculture extension and other 
support services. 

Extent of agricultural lands 
covered by rehabilitated irrigation 
schemes under ADB projects is 
expected to increase from 3,000 
ha in 2005 to 35,000 ha by 2010, 
with participatory management of 
such schemes also increasing 
from 15,000 ha in 2005 to 35,000 
ha by 2010.  

By 2010, at least 15 irrigation 
schemes will be practicing 
sustainable participatory 
management.  

By 2009, the divestment of state-
owned rubber plantations, as well 
as of agriculture inputs and fish 
trading companies, will have 
been completed according to 
agreed divestment plans. 

By 2008, regulations 
implemented for water resources 
law adopted in 2007.  

By 2010, integrated water 
resources management in a river 
basin context adopted and 
applied in at least 8 river 
subbasins of the Tonle Sap 
basin. 

By 2010, a new management 
system for the Tonle Sap 
Biosphere Reserve core areas 
established.  

By 2008, an institutional 
arrangement established for 
multisector rural development 
policy formulation and monitoring. 

Ongoing 

Agriculture Sector 
Development Program and 
Project Loans  

TA: Supporting Policy and 
Institutional Reforms in the 
Agriculture Sector 

Northwest Irrigation Sector 
Project 

Tonle Sap Environmental 
Management 

Tonle Sap Sustainable 
Livelihoods 

Tonle Sap Lowland Rural 
Development Project 

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

TA: Improving the Access of 
Poor Floating Communities 
on the Tonle Sap to Social 
Infrastructure and Livelihood 
Opportunities (JFPR) 

TA: Establishment of Tonle 
Sap Basin Management 
Organization III 

TA: Assistance for Building 
Community for Poverty 
Reduction Initiatives in the 
Tonle Sap basin (JFPR) 

TA: Tonle Sap Poverty 
Reduction and Smallholder 
Development 

TA: GMS Flood and Drought 
Risk Management and  

Lack of political 
commitment to 
private agro-
based enterprise 
growth 

Increased 
agriculture 
production 
targets not 
supported by 
sufficient 
budgetary 
allocations.  

Community-
based 
organizations not 
sufficiently 
empowered for 
community-
driven 
development. 

Access to 
community funds 
dominated by 
better-off groups. 

Powerful 
interests 
continue to grab 
land or 
monopolize 
natural 
resources.  

 Increase in 
agriculture production 

Rice yield: MAFF 
statistics showed that 
rice yield in 2007 was 
2.6 t/ha. 

Irrigated land: No 
current data from 
Government is 
available.  
Under ADB project: 
3000 ha of irrigated 
land was rehabilitated 
in 2007 

 Improve market 
environment 

Government has 
liquidated two state 
enterprises 
(KAMFIMEX and AIC) 
and has divested four 
state-owned rubber 
estates (Boeung Ket, 
Chamkar Andong, 
Memot, and Snoul). 
Process is underway 
to divest an additional 
four estates. 

 Sustainable Natural 
Resource 
Management and 
Rural Development 

Water Resources 
Management Law 
was passed in 2007. 

Application of 
integrated water 
resources 
management is 
underway in four  
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Government’s Medium-Term 
Development Agendab 

 
Asian Development Bank Strategic Focus 

 
ADB Interventions to 
Support Outcome(s) 

 
Risks 

Achievements of 
ADB Interventions 
(as of 31 May 2008) 

Strategic Goalsc Key Constraintsd Outcomes/Outcome Indicatorse Tracking Indicators/Milestonesf    
life.    By 2009, commitments adopted 

for application of public financial 
management accountabilities by 
MAFF, MOWRAM, and MRD.  

By 2008, 50 communities in five 
provinces around the Tonle Sap 
lake will have prepared 
community-based natural 
resource management plans.  

By 2009, 70 communities will 
have access to funds to 
implement community 
development activities that focus 
on social development and 
sustainable livelihood. By 2009, a 
comprehensive flood mitigation 
and management assistance plan 
will have been prepared. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Mitigation 

Proposed 

Emergency Food 
Assistance Program 

Water Resource and Asset 
Management Sector Project 

TA: Pilot Rural Technology 
Demonstration and Capacity 
Building for Sustainable 
Rural Development and 
Poverty Reduction 

TA: GMS Assistance for the 
Implementation of Core 
Agriculture Support Program 

TA: GMS Biodiversity 
Corridor Conservation  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

provinces around the 
Tonle Sap 
(Battambang, 
Kompong Chhnang,  

Pursat, and Siem 
Reap) where river 
basin and water 
usestudies were 
conducted and 
irrigation schemes 
feasible for 
rehabilitation and/or 
upgrading were 
identified. 

Community fisheries: 
in 2005, estimate is 
375 were established. 
The 2010 target is 
464. As of 2007, there 
were  509 were 
established in the 
whole country, and 
out of these, 172 were 
established under 
ADB project.k 

Capacity building 
training for natural 
resource 
management for 
commune authorities 
and community-based 
organizations: 42 
communes in four 
northwestern 
provinces have 
received block grants 
for community 
development 
investments under the 
Northwestern Rural 
Development Project. 

A public financial 
management project 
is being formulated 
with the aim to 
strengthen financial  
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Government’s Medium-Term 
Development Agendab 

 
Asian Development Bank Strategic Focus 

 
ADB Interventions to 
Support Outcome(s) 

 
Risks 

Achievements of 
ADB Interventions 
(as of 31 May 2008) 

Strategic Goalsc Key Constraintsd Outcomes/Outcome Indicatorse Tracking Indicators/Milestonesf    
 

 

 

 

 

 

 

 

 

management and 
internal control at 
MAFF, MOWRAM, 
and MRD. 

 Losses from flood 
and drought 

TA: GMS Flood and 
Drought Risk 
Management and 
Mitigation has been 
approved and will be 
implemented in 2008. 

Soundness and 
stability of the 
financial system 
 
Competition, 
efficiency 
 
Limited access and 
high costs of 
financial services 
 
Human resource 
development 

Develop a sound market-based 
financial system to support 
resource mobilization and 
financial intermediation. 
 
• Credit to private sector 

increased from 12.5% of GDP 
in 2005 to 17% in 2010. 

• Interest rate spread 
decreased from 11.7% in 
2005 to 9% in 2010. 

 
Insurance premiums/GDP ratio 
increased from 0.2% in 2005 to 
1.0% in 2010. 
 
Prudential supervision of banks, 
insurance industry, and MFIs 
 
Accounting and information 
disclosure 
 
Implementing regime for anti-
money laundering and combating 
the financing of terrorism 
 
Improved legal infrastructure and 
payment and settlement system 
 
Capacity building in the sector 

Prudential regulations upgraded 
to Basel I core principals, and 
on-site bank supervision will have 
been further strengthened. 
 
Strengthened institutional and 
staff capacity plus 
comprehensive prudential 
regulations for banks, insurance 
industry, and MFIs  
 
Annual audited financial reports 
of banks and insurance 
companies publicly available. 
 
Public dissemination and 
awareness campaign on anti-
money laundering and combating 
the financing of terrorism 
provided, as well as capacity 
support for the various agencies.  
 
A national electronic payments 
system developed, initially with 
banks (by 2008), and extended to 
MFIs (by 2010). 
 
Scholarships to develop core of 
qualified professional members 
continue; accounting standards 
implemented and added. 
 
 
 
 
 
 

Ongoing 
Financial Sector Program 
(Cluster 2) and its 
implementing TA projects 

Without 
significant 
technical 
assistance, the 
will to carry out 
reforms 
weakens. 
 
Ineffective 
function of 
financial 
intelligence unit 
 
Lack of 
enforcement by 
the regulatory 
authorities 

Through continued 
dialogue and TA, 
prudential regulations 
have been 
strengthened and 
revised to respond to 
potential market risk. 
Bank supervision and 
surveillance have also 
been improved 
through strengthened 
capacity in on- and 
off-site examination 
and new regulations. 
 
Financial statements 
of banks are available 
on NBC’s website. 
 
A set of regulations 
for insurance industry 
have been issued in 
line with international 
best practices.  
 
A road map for a 
National Payment and 
Settlement System 
has been signed by 
NBC and 
implementation 
commenced. 
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Growth of private 
sector is constrained 
by macroeconomic  
and price instability, 
inconsistent policy 
implementation, lack 
of an enabling 
business 
environment and 
trade facilitation,  
limited access to 
finance, weak 
entrepreneurial 
skills, limited access 
to market 
information and  
technology, and lack 
of backward 
linkages. 
 

Maintain macroeconomic and 
price stability. 

• Maintain appropriately large 
current budget surplus. 

• National Bank of Cambodia to 
increase reserve requirement 
to lessen inflationary 
pressure. 

 
Lower regulatory transaction 
costs.  

• Increase number of registered 
enterprises annually in both 
urban and rural areas  

(baseline value: 129/month in 
2005). 

Improve access to finance for 
SMEs. 

• Increase lending to private 
sector, particularly SMEs 
(baseline value: $51 million in 
2005). 

By 2009, Government to maintain 
appropriately large current 
budget surplus. 
By 2008, NBC to increase 
reserve requirement from 8% to 
at least 16%. 

By 2010, roll out decentralized 
registration of business  
registration to at least half of the  
country’s regional provincial 
offices. 

From 2008 to 2010, number of 
notice filings on security interests 
quadrupled at online secured 
transactions registry. 

Ongoing 
Financial Sector Program II 
 
Proposed: 
Private Sector and SME  
Development Program 
 
ADB’s Private Sector 
Operations in Financial 
Sector 
 

Oil prices and 
external supply 
shock continue  
to drive inflation.  
 
Lack of specific 
mechanisms for 
monitoring policy 
effectiveness 
 
Failure to 
achieve wide 
outreach in 
disseminating 
the outcomes of 
reforms 

Through ADB 
program and TA, the 
Government has  
successfully piloted 
the decentralized 
business registration 
in Battambang 
Province. A regulation 
to allow the 
decentralization  
nationwide was  
issued on 30 Nov 
2007. 
 
With ADB support, an 
online filing registry is  
now operational. A 
regulation on leasing 
was issued to 
ascertain and clarify 
financial leasing 
operations. A pilot 
credit information 
sharing system is 
being implemented.  
 
ADB’s Private Sector 
Operations 
Department is looking 
to invest in SME 
equity funds, financial 
institutions, and trade 
financing. 

 
Trade policy and 
facilitation 

Lack of backward 
linkages from retail 
sector to agriculture 
sector 

 

Continue reforms to meet WTO 
legal requirements. 

• WTO economic, trade, and 
legal reforms prioritized. 

• Outstanding WTO 
commitments fulfilled on 
schedule. 

• Institutional framework for 
effective SPS management 
system strengthened. 

• Favorable competition policy 
 
Establish extension services for 
enhancing linkages between  

By 2010, system of WTO 
compliance and notifications 
established. 

By 2010, backlogs in outstanding 
WTO comments on technical 
barriers to trade, SPS, and 
intellectual property rights 
addressed. 

By 2009, a prioritized WTO work 
program adopted. 

By 2010, action plan for 
promoting competition policy 
formulated. 

Ongoing: 
Financial Sector Program II  

Proposed: 
Private Sector and SME 
Development Program  

 

  

Without 
significant 
technical 
assistance, the 
will to carry out 
reforms 
weakens. 
The Government 
cannot deliver on 
its prioritization 
commitment, 
and no such 
agreement is 
reached with the 
National  

Previous Financial 
Sector Program Loan 
1 and the current 
Financial Sector 
Program II have 
significantly 
contributed to 
accelerating the 
legislative process for 
a number of 
fundamental laws and 
regulations required 
under the WTO 
commitments. As a 
result, Cambodia has  
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horticulture producers and urban 
markets. 

• Linkages between 
horticultureproducers and urban 
markets 

By 2010, strategy and program 
document for the establishment 
of public-private partnership in 
extension service for enhancing 
linkages between horticulture 
producers and urban markets 
based on international best 
practices prepared. 

 

 

Assembly on the 
priority of 
legislation. 

 

 

been able to 
promulgate a 
comprehensive set of 
commercial laws and 
regulations and start 
implementation. 

The upcoming Private 
Sector and SME 
Development  
 
 
Program will assist 
the Government in 
prioritizing and 
fulfilling the remaining 
commitments with 
theultimate objective 
to facilitate trade and 
encourage a 
competitive 
environment. The 
Program also aims to 
establish domestic 
trade linkages. 

 
Large groups unable 
to benefit from 
economic growth 
due to high costs, 
poorly maintained 
and incomplete 
infrastructure. 
 
High transport costs 
and lack of 
competitiveness 
between transport 
modes 
 
Unsustainable 
transport 
infrastructure 
because effective 
mechanisms and 
funds for 
maintenance 
lacking.   

Weak traffic 
management and  

Improved rural access, increased 
reliability of the road and rail 
transport networks, and improved 
subregional connectivity  

Increased transport efficiency 
through reform and strengthening 
of road and rail subsector 
institutions with wider private 
sector participation 

Improved sustainability of 
transport sector: improved 
mechanisms for maintenance of 
transport infrastructure  
Improved road safety 
 
Welfare of people affected by 
transport infrastructure projects 
safeguarded. 

There will have been an increase 
in the percentage of rural roads in 
good condition from 16% in 2005 
to 25% in 2010. 

By 2010, there will have occurred 
reduction in transport fares by 
10% from 2005. 

By 2008, national social and 
technical guidelines irrespective 
of financing source established. 

There will have been a 
percentage increase in well-
maintained roads from 30% in 
2005 to 40% in 2010.  

Road fatalities reduced from 12 
fatalities per 10,000 vehicles in 
2005 to 7 fatalities per 10,000 in 
2010. 

By 2008, a sub-decree, 
regulations, and guidelines 
related to resettlement will have 

Ongoing 
Cambodia Road 
Improvement Project 
Road Asset Management 
Project 
GMS Rehabilitation of the 
Railway in Cambodia 
Project  
Tonle Sap Lowland Rural 
Development Project 
GMS: Southern Coastal 
Corridor Project   
TA: Mainstreaming of Labor-
Based Road Maintenance to 
the National Road Network  
TA: Restructuring of the 
Railway in Cambodia 
TA: Enhancing the 
Resettlement Legal 
Framework and Institutional 
Capacity 

 

Delay in the 
release of 
government 
counterpart 
funds 

Delays in private 
railway operator 
concession 
 
A lack of 
commitment to 
implementing a 
sustained road 
maintenance 
management 
system 
 
Insufficient funds 
for implementing 
traffic education 
campaign 

 

Improved rural 
access: Under the 
Northwestern Rural 
Development Project, 
525 km of rural roads 
have been 
rehabilitated in four 
northwestern 
provinces (Banteay 
Meanchey, 
Battambang, Oddar 
Meanchey, and Siem 
Reap). 

Reduction in transport 
fares: Not yet due, no 
reliable updated data 
in 2007. Reduction of 
10 percent rates will 
likely be achieved in 
2010 after further 
improvement in road 
conditions and 
completion of railway 
lines rehabilitation,  
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enforcement of 
traffic regulations 

Legal basis for 
addressing social 
safeguards issues 
lacking. 

 

been adopted. Proposed: 
GMS Northwestern 
Provincial Road 
Improvement  

Provincial and Rural Roads 
Asset Management Project 

Insufficient 
capacity for 
effective 
monitoring and 
implementation 
of laws and 
regulations  

which create 
competition between 
road and railway 
transport. 

National Technical 
Guidelines: National 
guidelines on road 
maintenance will be 
established by end 
2008.  
Increased percentage 
of road well-
maintained: Will be 
achieved in 2010, as 
more roads will be  

maintained under the 
Road Asset 
Management Project. 

Reduction of fatalities: 
No reliable data in 
2007. Road fatalities 
are expected to 
decrease after 
implementing the 
National Road Safety 
Action Plan, partly 
financed under the 
Road Asset 
Management Project. 
Resettlement 
Regulations: TA4490 
is progressing, but 
slowly. Tangible 
outcomes expected in 
early 2008. 

Lack of 
electrification and 
high costs stifle 
economic 
opportunities and 
social development. 
 
Severe shortage of 
government staff 
with expertise in the 
oil and gas sector 
 

Improved access to reliable and 
affordable power supplies 
• Length of transmission 
network increased from 128.7 km 
in 2005 to 228.0 km by 2010. 
• Per capita use of electricity 
increased from 54 kWh in 2005 to 
89 kWh in 2010. 
 
Electricité du Cambodge (EDC) is 
financially sustainable, and its 
operational efficiency and  

Construction and commissioning 
of transmission lines from Viet 
Nam border to Phnom Penh and 
bulk supply connections to 20 
villages along transmission 
corridor completed by 2008. 
 
By 2010, construction of a power 
transmission line from Kampot to  
Sihanoukville and associated 
substations and bulk supply 
distribution works completed.  

Ongoing 
GMS: Transmission Project  
 
Second Power 
Transmission and 
Distribution Project 
 
TA for Institutional 
Strengthening of the 
Cambodian National 
Petroleum Authority 
 

Available supply 
of electricity from 
Viet Nam is 
below projected 
levels. 
 
Consumers are 
unwilling to pay 
for grid 
connection 
charges. 
 

Construction and 
commissioning of 
transmission lines 
from Viet Nam border 
to Phnom Penh is 
scheduled for 
completion by early 
2009. Bulk supply 
connection to 20 
villages along 
transmission corridor 
is likely to be  
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performance improved. 
 
Cash breakeven of EDC is 
achieved in 2009. 
Implementation and enforcement 
capacity and maintained 
thereafter.  

Exploitation of oil and gas 
resources optimized, and 
capacity of CNPA to manage 
petroleum sector operations 
improved. 
 
 
 
 
 
 
 

Electricity losses maintained 
below 16% on an annual basis 
from 2005 onwards, and 
implementation of the agreed  
financial and technical action 
plans by EDC completed by 
2010.  

Appropriate policies, laws, and  
actions stimulating investment in 
the sector will have been adopted 
by 2009. 

 
 
 

Cambodia Power 
Transmission Lines Project 
(private sector operation) 
 
Proposed:  
Rural Electrification Project 

Commitment is 
low to implement 
EDC’s financial 
action plans and 
pay cumulative  
arrears of 
government 
agencies. 

Inadequate 
analysis of  
balance between 
renewable 
energy and 
agricultural 
production, plus 
ineffective public 
policy standards  
 
Delays in the 
approval of 
legislation 
 
Insufficiently 
coordinated 
action of 
Government and 
donors in the 
sector 
 
Insufficient 
counterpart staff 

completed by mid-
2009. 
 
Constructing power 
transmission line from  
Kampot to 
Sihanoukville and 
associated power 
substations and bulk 
supplyPower   
distribution works  
lines would be 
completed by 2011. 
 
EDC’s average 
electricity losses in 
2005 and 2006 were 
12.1% and 10.9%, 
respectively. 
 
Oil and gas: With 
assistance of ADB 
financing, the 
following activities are 
ongoing: (i) 
preparation of 
economic modeling 
scenarios, which 
could be used to 
model all production 
sharing contracts; (ii) 
updating an upstream 
petroleum road map; 
and (iii) building 
capacity of CNPA 
staff in the field of 
economic modeling in 
the oil and gas sector. 

 

B. Inclusive Social Development 

All children to 
complete primary 
schooling by 
2010 and 9 years 
of basic schooling 
by 2015. 
 
Eliminate gender 
disparities in  

Inequitable access 
to primary and 
secondary education 
 
Weak internal 
efficiency and quality 
 
Weak institutional 
and management  

Net enrollment ratio in primary 
education increased from 91.9% 
in 2005 to 100% in 2010. 
 
Net enrollment ratio in lower 
secondary education increased 
from 26.1% in 2005 to 75% in  
2010. 
 

340 incomplete primary schools 
in 6 remote and ethnic minority 
provinces upgraded by 2009.  
 
400 lower secondary schools 
constructed by 2009. 
 
Decentralized planning and 
management systems for  

Ongoing 
Second Education Sector 
Development Project 
 
Improving Primary Schools 
Access in Disadvantaged 
Communes  
 

Commitment to 
maintaining 
adequate 
recurrent budget 
for education 
weakens. 
 
Faltering 
commitment and  

303 incomplete 
primary schools in 6 
remote and ethnic 
minority provinces 
upgraded.  
 
278 lower secondary 
schools in 23 
provinces  
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9-year basic  
education and 
significantly 
reduce gender 
disparities in 
upper secondary 
education by 
2010. 
 

capacity 
 
Lack of adequate 
resources to support 
recurrent 
expenditure 

By 2010, 10,000 new teachers to  
be trained at all levels per annum 
from current level of 5,000 per 
annum. 
 
Ratio of girls to boys in lower 
secondary education to increase 
from 77% in 2005 to 100% in 
2010. 

education delivery (including  
school management, teacher 
performance, and monitoring) 
strengthened between 2006 and 
2010. 
 
Between 2006 and 2010, annual 
recurrent expenditure on 
education maintained or 
increased as a proportion of total 
government recurrent  
expenditure relative to the 
preceding year. 
 
By 2010, institutional capacity for 
teacher training, curriculum 
development, and textbook  
preparation strengthened, and 
examination system reformed. 
 

Target Assistance for 
Education of Poor Girls and  
 
Children in Ethnic Minority 
Areas 
 
TA: Regulatory Reform and 
Governance for 
Decentralization 
 

lack of  
agreement 
among 
government 
departments for 
institutional 
reform 

constructed. 
 
16 out of 25 upper 
secondary schools in 
the 23 provinces 
constructed. 
 
 
 
 
 

Improve quality 
and internal 
efficiency of 
education in 
Cambodia with 
more effective 
secondary  
education, and 
education 
management 
system.  

 

Weak public-private 
partnership in 
education  
 
Absence of policy 
framework for 
teacher education  
and teacher 
management  
 
Unreformed 
functions and 
organizations of 
Ministry of 
Education, Youth 
and Sports (MOEYS) 

 
 

Strengthened legislative and 
regulatory framework for quality 
assurance of education services 
 
Decentralized and 
deconcentrated education 
planning, management, and  
administration 
 
 

The education law was 
promulgated on 8 December 
2007. 
 
Education law disseminated 
within 6 months of its adoption.  
 
Action plan on pay reform 
strategies developed by late 
2007. 

Decentralized planning and 
management capacity building 
strengthened by 2010. 

Policy framework for teacher 
education and teacher 
management completed by late 
2008. 
 
Functions and organizations of 
MOEYS updated by end 2008. 

Ongoing 
 
Second Education Sector 
Development Program 

Enhancing Education 
Quality Project 
 
Proposed 
Strengthening Technical 
and Vocational Education in 
2008  
 
Piloting Postharvest 
Technology and Skills 
Bridging Program for Rural 
Youth in 2009. 
 
Enhancing Technical and 
Vocational Education in 
2009. 

TA: Preparing Enhancing 
Secondary Education in 
2010.  
 

Delays in 
adopting 
education law by 
the National 
Assembly 
 
Resource 
allocation and 
availability is 
inadequate to 
support sector 
reforms. 
 

Lack of specific 
mechanisms for 
monitoring policy 
effectiveness. 
 

The education law 
promulgated on 8 
December 2007. The 
Department of 
Personnel, MOEYS, 
is in the process of 
disseminating the law  
to each province and 
municipality.  
 
Action plan on pay 
reform strategies 
developed by MOEYS 
in July 2007. Ongoing 
actions include 
establishing the office 
of human resource 
development, which is 
developing a range of 
strategies to increase 
efficiency, including to 
improve the capacity 
and profile of MOEYS 
staff. 
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Improve health 
and quality of life 
for rural people in 
line with the 
CMDG targets for 
safe water supply 
and sanitation. 

 

Difficulty of 
translating National 
RWSS Policy into 
action . 

Lack of clear and 
transparent rules on 
investment, 
financing, and cost 
recovery 
mechanisms in the 
sector 

Weak institutions 
within the RWSS 
sector 

Weak capacity of 
relevant 
implementing 
agencies at central 
and local levels 

Passive community 
participation in 
RWSS sector 
sustainable 
management    

By 2011, in the Tonle Sap Rural 
Water Supply and Sanitation 
Sector  Project’s (TRWSS) five 
targeted provinces of Tonle Sap 
basin: 50% of rural population will 
have access to a reliable supply 
of safe water, and 30% of rural 
population will have access to 
improved sanitation (hygienic 
latrines).  

Improved RWSS sector 
institutions at various levels  

Communities empowered 
through village-based water and 
sanitation user groups.  

National strategy developed and 
guidelines for RWSS Sector 
Program implemented. 

By 2010, rural water supply 
service coverage will be in place 
for 40% of the rural population. 

By 2010, rural sanitation service 
coverage will be in place for 20% 
of the rural population. 

By 2011, in the TRWSS Project’s 
five targeted provinces of Tonle 
Sap basin: 1.09 million people 
have access to safe water, 0.72 
million people have access to 
household latrines.  
 

 

Ongoing  

Tonle Sap Rural Water 
Supply and Sanitation 
Sector Project.  

Proposed: 

Second Rural Water Supply 
and Sanitation Sector 
Project in 2009 

TA: Preparing Third Rural 
Water Supply and Sanitation 
Sector Project in 2010  

 

Delays in 
approving the 
RWSS strategy 

Inadequate 
capacity of the 
Executing 
Agency at 
provincial levels 

The draft RWSS 
strategy will be 
discussed during 
2008 under the newly 
established Technical 
Working Group on  

RWSS, for which ADB 
is the lead donor 
facilitator.  

Guidelines on RWSS 
will be developed in 
2008. 
 
5,228 water sanitation 
user groups for 4,197 
water wells and 1,031 
for sanitation activities 
in 750 villages were 
established and 
elected. 

Under Tonle Sap 
RWWS Project, about 
2,717 wells were 
provided to 
communities in 5 
provinces. User group 
boards in 5 target 
provinces and 
communities 
contributed in cash 
and kind to 
construction, 
operation, and 
maintenance of the 
wells. 

C. Good Governance and Improved Public Service Delivery 
Enhance poverty 
reduction through 
more 
participatory, 
transparent, and 
accountable local 
governance.  

 

Commune councils 
lack basic 
infrastructure, 
administrative 
capacity, and 
financial resources 
(from the 
Government and 
due to lack of 
authority to collect 
taxes) to promote  

Improved capacity of local public 
administration to (i) manage the 
democratic development of 
communities; (ii) be more 
effective as grass-root 
mechanisms to strengthen 
accountability, responsiveness, 
and transparency of public sector 
administration; and (iii) improve 
the effectiveness and reach of 
public service delivery (through  

519 commune council facilities 
constructed by 2006, and an 
additional 235 commune facilities 
constructed by 2009. 

85% of the population registered 
by the end of 2006, and a 
sustainable computer-based civil 
registration system operational 
by 2009. 

Between 2006 and 2009, training  

Ongoing 

Commune Council 
Development Project I and II 

Proposed 

Support to Rural 
Decentralization Program 
Capacity Building Project 

Adequate 
resources not 
provided to local 
government. 

Capacity of local 
administration 
remains weak. 

 

Construction of 519 
commune offices 
completed by end of 
2006 under 
Commune Council 
Development Project 
(CCDP).  

Construction of an 
additional 235 
commune offices is  
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development in their 
respective areas. 

Most councilors and 
concerned staff are 
not familiar with local 
government 
systems, their roles 
and responsibilities. 
 
Most citizens do not 
understand the 
essentials 
ofdemocratic local 
government and are 
unaware of the role 
and functions of 
elected councils. 
 

 

public opinion assessments, 
sample surveys, and impact 
studies) 

on commune and sangkat 
(municipal commune) operational 
procedures and management 
provided to local councilors, 
clerks, and government officials. 
Public awareness campaigns 
provided on the roles of 
commune councils and local 
development, as well as on 
social issues (e.g., prevention of 
domestic violence, child rights 
and education and health issues 
affecting women and children). 

being supported 
under ongoing CCDP 
2.  

89% of the total 
population had been 
given birth certificates 
by November 2006.  

Development of a 
sustainable computer-
based civil registration 
system is supported 
under CCDP 2.  

About 11,200 
commune 
councilorsand clerks 
had received training 
and refresher training 
supported by CCDP 
on commune and 
sangkat operational 
procedures and 
management, and on 
public awareness 
campaigns as to roles 
of commune councils, 
local development, 
and social issues 
(e.g., preventing 
domestic violence, 
child rights, and  
education and health 
issues affecting 
women and children).  
 

Improve public 
financial 
management 
(PFM). 
 
 
 
 

Lack of timely and 
accurate information 
and deficient 
reporting systems 
lead to a poor 
control environment. 
 
Weak financial 
management and 
internal audit 
capacity in 
government 
institutions  

Reduce ratio of net present value 
of debt to revenue from 182.2% in 
2005 to 170.4% by 2010. 
 
• Public debt management 
function (forecasting, financial 
analysis, debt risk sensitivity 
analysis, and payment 
management) improved. 
• Debt strategy adopted by 
2010. 
 

Preparation of a public debt 
management strategy by 2010 
 
Middle office functions 
operationalized within existing 
Debt Management Office. 
 
Devolution of budget preparation 
and execution from MEF to the 
rural development ministries will 
have increased.  
 

Proposed:  
PFM for Rural Development 
Program 
 
PFM for Decentralized 
Services 
 
TA: Support to Fiscal 
Decentralization 
 
 
 

Commitment to 
PFM reform 
program by 
Government at a 
political level 
weakens over 
time. 
 
 
 
 
 
 

Through ADB TA, a 
draft law on public 
debt and a debt 
strategy have been 
prepared.  
 
Roles and 
responsibilities were 
assessed; 
restructuring was 
recommended and 
implemented. Related  
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NAA has insufficient 
capacity to conduct 
all types of audits, 
including 
performance audits, 
and to trigger 
administrative 
sanctions.  
 

Improved credible budget in rural 
development ministries (MRD, 
MOWRAM, and MAFF)  
 
Internal audits in the rural 
development ministries in place, 
with adequate staffing and 
capacity. 
 
Improved capacity of NAA to  
conduct external audits and 
publicize findings 

 
Financial management and 
control systems developed and 
working.  

Pilot production of internal audit 
report(s) by the internal audit 
departments of the rural 
development ministries will have 
begun in 2009.  
 
Pilot specialized technical work 
(e.g., performance auditing and 
expenditure tracking) by the NAA 
will have begun in 2009.   

 
 
 

data flows were 
streamlined and 
updated into the new 
system. Computer-
based debt 
management system 
was set up and 
related MEF staff 
capacity built.  

Proposed PFM for 
Rural Development 
Program will have a 
debt management 
component to provide 
further support to the  

Debt Management 
Office. 
 
Internal audit 
departments in 
MOWRAM and MAFF 
have been 
established.  
 

ADB = Asian Development Bank; CCDP = Commune Council Development Project; CMDG = Cambodian Millennium Development Goal; CNPA = Cambodia National Petroleum Authority; EDC = 
Electricité du Cambodge; GDP = gross domestic product; GMS = Greater Mekong Subregion; JFPR = Japan Fund for Poverty Reduction; MAFF = Ministry of Agriculture, Forestry, and Fisheries; MEF = 
Ministry of Economy and Finance; MFI = microfinance institution; MOEYS = Ministry of Education, Youth and Sports; MRD = Ministry of Rural Development; MOWRAM = Ministry of Water Resources and 
Meteorology; NAA = National Audit Authority; PFM = public financial management; RWSS = rural water supply and sanitation; SME = small or medium enterprise; SPS = sanitary and phytosanitary; t/ha = 
tons per hectare; TA = technical assistance; WTO = World Trade Organization. 
a Although the country strategy and program (CSP) covers 2005–2009, ADB is proposing to recommend extension of the CSP to 2010 in line with the term of the current National Strategic Development 

Plan (NSDP) 2006–2010, and the time frame of the results framework has been realigned correspondingly.   
b Selected components of the medium-term national development agenda that overlap with ADB's strategic priorities in Cambodia. 
c Strategic goals of the NSDP, and the Cambodian Millennium Development Goals.   
d As identified in the NSDP, the Rectangular Strategy, and in sector and thematic assessments undertaken by ADB and development partners.   
e Achievement of these outcomes is the combined responsibility of the Government and its development partners, including ADB, the private sector, civil society, and other development aid agencies.  
f Indicators to track success of implementation toward expected outcomes. Baselines, indicative targets, and indicators for monitoring progress have been identified and will be updated regularly. 
g Government target in the NSDP 2006–2010. 
h Ministry of Agriculture, Forestry, and Fisheries. 2008. Annual Report 2007–2008. Phnom Penh (2–3 April). 
I The Ministry of Water Resources and Meteorology does not publish an annual report on irrigation development. 
j ADB. 2000. Report and Recommendation of the President on a Proposed Loan to the Kingdom of Cambodia for the Stung Chinit Irrigation and Rural Infrastructure Project. Manila (Loan 1753-CAM, 

approved on 5 September). 
k Personal email communication with fisheries administration official (November 2007). 
Sources: Royal Government of Cambodia and Asian Development Bank.
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PROGRAMMING RISKS 
 

1. Overall Risks. While there was agreement with the Government on the strategic 
direction and sequencing of the proposed country operations business plan, 2008–2010, there 
was also a shared recognition that the plan contains a number of risks that need to be mitigated. 
Most importantly, its emphasis on a mutually integrated and sequenced set of interventions 
heightens the need for a stronger collective commitment from the Government—and especially 
from the line ministries in which the implementation of ongoing programs and projects has been 
slower than expected—to ensure that implementation of the plan as a whole is not undermined.  
 
2. Agriculture and Natural Resources and Rural Development. In the agricultural and 
natural resources sector, it is critical for the Emergency Assistance Project to be effectively 
targeted and quickly delivered, and the recent establishment of a special interministerial task 
force is a welcome first step. It is essential, too, that any emergency assistance be carefully 
prepared to manage expectations on the one hand and ensure sustainability on the other, and it 
must be consistent with the need to address over the medium and long term some of the 
underlying structural constraints. This requires, among other things, to accelerate 
implementation of existing projects in the sector that are performing weakly, including the 
Agricultural Sector Development Program, the Northwest Irrigation Sector Project, and the 
Tonle Sap Lowland Rural Development Project. That can be accomplished through consistent 
adherence to agreed Standard Operating Procedures, special implementation oversight by the 
Asian Development Bank, and a concomitant commitment to upfront institutional reforms 
through the Public Financial Management (PFM) for Rural Development Project. That Project, 
then, could be subsequently supported by appropriately paced investment projects and rural 
decentralization capacity building assistance. This is essential to providing confidence in 
effective utilization of additional resources that are being proposed for agriculture and natural 
resources, and for water resources and flood management. 
 
3. To reinforce agriculture and natural resources, similar improvements in, and acceleration 
of, project implementation is needed in other key areas impacting on rural development, most 
notably in energy, transport, education, and credit. In particular, upfront improvements in 
implementing and ensuring more intensive monitoring of the two ongoing energy projects with 
the Electricité du Cambodge will pave the way, in later years, for a rural electrification project. A 
programmatic approach on effective road maintenance standards and budgeting will 
encompass rural roads. Initial support for innovative products to extend rural credit outreach, 
upgrade postharvest technology, and improve skills development for rural youth by expanding 
technical and vocational education could be scaled up if found to be successful and replicable. 
 
4. Private Sector Development. Accelerated poverty reduction and private sector 
development will require the Government to quickly reduce inflation from its current high before 
inflationary expectations set in and complicate macroeconomic management even further. The 
increase in the minimum reserve requirement imposed on commercial banks, which came into 
effect at end-July 2008, should help reduce the contribution to inflation from excess liquidity. 
Close monitoring and regular consultations will help determine whether additional measures 
may be necessary. The near-term stabilization response to rising inflation, conducted through 
financial policies, will need to be accompanied over the medium and long term by 
complementary structural measures. These will need to be designed to address both the 
domestic supply-related causes of the current spike in food price inflation and the underlying 
constraints preventing farmers from taking advantage of higher returns to food production. Such 
measures would be supported by a range of private sector development interventions to 
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develop value chains for smallholders, facilitate domestic and external trade, and expand the 
nonfarm rural economy. 
  
5. Governance and Capacity Building. For efficient use of public expenditures and 
effective mitigation of fiduciary risk, PFM reforms need to be effectively rolled out to line 
ministries and complemented by proper independent oversight by the National Audit Authority. It 
is important to sequence and effectively roll out PFM reforms and capacity building support to 
strengthen decentralization in rural development line ministries ahead of fiscal decentralization, 
so that public service at the local level is accountable and responsive to local needs. Private 
sector development is needed to provide a key base for helping to drive demand for governance 
and thereby generate the domestic constituency for governance reforms. Finally, in order to 
pursue results-based capacity building for key public institutions, including the Supreme 
National Economic Council, Greater Mekong Subregion National Secretariat, Cambodian 
National Petroleum Authority, and the Tonle Sap Basic Authority, clear benchmarks will be 
required from the Government to ensure sustainable results in capacity building. For the 
Supreme National Economic Council and Greater Mekong Subregion National Secretariat, this 
will entail drawing one to two fully budgeted staff positions from those project staff funded by 
technical assistance and judged by Government to be best performing. For Tonle Sap Basic 
Authority and Cambodian National Petroleum Authority, this will entail greater clarity in 
institutional direction and willingness to collaborate with other government institutions while not 
duplicating areas of expertise.  
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INDICATIVE ASSISTANCE PIPELINE (2008-2010) 

 
Table A2.1: Indicative Assistance Pipeline for Lending Products, 2008–2010 

 
Cost ($ million) 

ADB Cofinancing Sector Project/Program Name 
Targeting 
Classifi- 
cation 

Thematic 
Priority 

Divisi
on 

Year 
of 

PPTA 
Total 

OCR ADF 
Loans 

ADF 
Grants Total Gov’t Amount Source of 

Funds 
             
2008 Loans/Grants             
National (Firm)              
              
 Industry and Trade              
1. Private Sector Development GI PSD SEGF 2007  0.0 19.0 2.0 21.0 TBD   
 Law, Economic Management, and Public 

Policy  
            

2. Public Financial Management for Rural 
Development  

GI GOV SEGF 2007  0.0 0.0 12.1 12.1 TBD   

3. Financial Sector Development Program 
(Cluster 2) 

GI PSD SEGF 2006  0.0 10.3 0.0 10.3 TBD   

 Transport and Communications              
4. Road Asset Management Project GI ECO SEID 2007  0.0 6.0 0.0 6.0 17.6 34.8 World Bank 

and Gov’t. of 
Australiaa 

 Agriculture and Natural Resources              
5. Emergency Food Assistance Project  TI ECO SEAE   0.0 17.5 17.5 35.0b 3.0   
              
 Subtotal National Program       0.0 52.8 31.6 84.4  34.8  
              
 Subtotal National Program 2008 (Indicative)     0.0 52.8 31.6 84.4  34.8  
              
2009 Loan/Grants             
National (Firm)              
              
 Education              
1. Enhancing Technical and Vocational Education GI ISD SESS 2008  0.0 0.0 17.5 17.5 TBD   
 Finance             
2. Financial Sector Development Program 

(Cluster 2) 
GI PSD SEGF 2008  0.0 10.0 0.0 10.0 TBD   

              
 Water Supply, Sanitation, and Waste 

Management 
            

3. Rural Water Supply and Sanitation II GI ISD/GAD SESS 2008  0.0 0.0 15.0 15.0 TBD   
 Agriculture and Natural Resources               
4. Tonle Sap Poverty Reduction and Smallholder 

Development  
GI ECO SEAE 2007  0.0 0.0 17.5 17.5 TBD 12.5 IFAD & Gov’t. 

of Finlandd 
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Cost ($ million) 
ADB Cofinancing Sector Project/Program Name 

Targeting 
Classifi- 
cation 

Thematic 
Priority 

Divisi
on 

Year 
of 

PPTA 
Total 

OCR ADF 
Loans 

ADF 
Grants Total Gov’t Amount Source of 

Funds 
              
 Subtotal National Program      0.0 10.0 50.0 60.0  30.2  
              
 Regional Program (Firm)             
              
 Transport and Communications             
5. GMS: Cambodia Northwest Provincial Road 

Improvement  
GI ECO SEID 2008  0.0 33.0 0.0 33.0 TBD   

 Water Supply and Sanitation             
6. Mekong Water Supply and Sanitation GI ECO/GAD SESS 2008  0.0 0.0 1.0 1.0 TBD   
              
 Subtotal Regional Program       0.0 33.0 1.0 34.0    
              
 Subtotal National and Regional Program 2009 (Indicative)    0.0 43.0 51.0 94.0  30.2  
              
2010 Loans/Grants             
National (Firm)              
              
 Agriculture and Natural Resources               
1. Water Resources Management (Sector)  GI  ECO SEAE 2006  0.0 20.0 0.0 20.0 TBD 17.7 AFD and 

OFIDc 
 Transport and Communications              
2. Provincial and Rural Roads Asset 

Management Project (Cluster)  
GI ECO SEID 2009  0.0 20.0 0.0 20.0 TBD   

 Finance              
3. Financial Sector Development Program 

(Cluster 2) 
GI PSD SEGF   0.0 10.0 0.0 10.0 TBD   

4. Support to Rural Decentralization Capacity 
Building  

GI GOV CARM 2009  0.0 0.0 15.0 15.0 TBD   

5 Public Financial Management for Decentralized 
Services 

GI GOV SEGF 2009  0.0 0.0 15.0 15.0 TBD   

6. Private Sector Development GI PSD SEGF 2010  0.0 10.0 5.0 15.0 TBD   
              
 Subtotal National Program      0.0 60.0 35.0 95.0    
              
National (Standby)              
              
 Energy              
7. Rural Electrification Project  GI ECO SEID 2009  0.0 15.0 0.0 15.0 TBD   
              
 Subtotal National Program (Standby)       0.0 15.0 0.0 15.0    
              
 Regional Program (Firm)             
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Cost ($ million) 
ADB Cofinancing Sector Project/Program Name 

Targeting 
Classifi- 
cation 

Thematic 
Priority 

Divisi
on 

Year 
of 

PPTA 
Total 

OCR ADF 
Loans 

ADF 
Grants Total Gov’t Amount Source of 

Funds 
 Agriculture and Natural Resources             
8. GMS: Flood and Drought Risk Management 

and Mitigation (CAM/LAO/VIE)  
GI RC/ECO SEAE 2007  0.0 20.0 0.0 20.0 TBD   

              
 Subtotal Regional Program       0.0 20.0 0.0 20.0    
              
Regional Program (Standby)              
              
 Health             
9. GMS Communicable Disease Control 2 GI ISD/RC SESS 2009  0.0 0.0 9.0 9.0 TBD   
              
 Agriculture and Natural Resources             
10. GMS Biodiversity Conservation Corridor      0.0 15.0 0.0 15.0    
              
 Subtotal Regional (Standby)      0.0 15.0 9.0 24.0    
              
 Subtotal National and Regional Program 2010 (Indicative)    0.0 110.0 44.0 154.0  0.0  
            
 Overall Total 2009–2010e    0.0 153.0 95.0 248.0  30.2  
            

ADB = Asian Development Bank; ADF = Asian Development Fund; AFD = Agence Française de Développement; CAM = Cambodia; CARM = Cambodia Resident Mission; 
ECO = sustainable economic growth; GAD = gender and development; GI = general intervention; GMS = Greater Mekong Subregion; GOV = governance; Gov’t = 
government; IFAD = International Fund for Agricultural Development; ISD = inclusive social development; LAO = Lao People’s Democratic Republic; OCR = ordinary capital 
resources; OFID = OPEC Fund for International Development; PPTA = project preparatory technical assistance; PSD = private sector development; RC = regional 
cooperation; SEAE = Southeast Asia Department, Agriculture and Natural Resources Division; SEGF = Southeast Asia Department, Governance, Finance, and Trade 
Division; SEID = Southeast Asia Department, Infrastructure Division; SESS = Southeast Asia Department, Social Sectors Division; SME = small or medium enterprise; TBD = 
to be determined; TI = targeted intervention; VIE = Viet Nam. 
 
a $30 million for World Bank and $4.8 million for Australian Agency for International Development. 
b This funding is based on additional commitment authority and ADF savings. 
c $7.5 million for AFD and $10.2 million for OFID. 
d $7.5 million for IFAD and $5 million for Government of Finland.  
e 2009–2010 represents a new biennial allocation for ADF subject to performance-based allocation and regional set-aside additionality. 
Source: Asian Development Bank estimates. 
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Table A2.2: Indicative Assistance Pipeline for Nonlending Products and Services, 2008–2010 
 

Source of Funding 
ADB Others Sector/Assistance name Responsible 

Division 
Assistance 

Type Source Amount 
($ million) 

Amount 
($ million) 

Total 
Amount 

($ million) 

        
2008       
National        
        
 Agriculture and Natural Resources        
1. Technology Demonstration and Rural Information and communication 

technology Application for Smallholder Development in the Tonle Sap 
Basin  

SEAE ADTA  0.50 1.70 2.20 

 Education        
2. Strengthening Technical and Vocational Education SESS PPTA  0.80 0.00 0.80 
 Industry and Trade        
3. Private Sector and SME Development Program SEGF ADTA  0.55 0.00 0.55 
 Law, Economic Management, and Public Policy       
4. Capacity Building for National Economic Policy Analysis and 

Development II 
CARM ADTA  0.50 0.00 0.50 

 Water Supply, Sanitation, and Waste Management       
5. Second Rural Water Supply and Sanitation Sector Project  SESS PPTA  0.50 0.00 0.50 
 Transport and Communications        
6. Provincial Road/Rural Road Asset Management Project  SEID PPTA  0.50 0.00 0.50 
 Finance        
7. Support for Private Sector and SME Development Program 

Implementation  
SEGF PPTA  0.80 0.00 0.80 

8. Financial Sector Development Program (Cluster 2) SEGF ADTA  0.30 0.00 0.30 
        
 Subtotal National Program     4.45 1.70 6.15 
        
National (Standby)        
        
 Energy        
9. Institutional Strengthening of the Cambodian National Petroleum 

Authority II  
SEID ADTA  0.50 0.00 0.50 

        
 Subtotal National Program (Standby)     0.50 0.00 0.50 
       
Regional Program        
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Source of Funding 
ADB Others Sector/Assistance name Responsible 

Division 
Assistance 

Type Source Amount 
($ million) 

Amount 
($ million) 

Total 
Amount 

($ million) 

 Agriculture and Natural Resources        
10. GMS: Flood and Drought Risk Management and Mitigation 

(CAM/LAO/VIE)  
SEAE PPTA  2.00b 0.00 2.00 

11. GMS: Program to Support Implementation of the Core Agriculture 
Program (CAM/LAO/VIE/MYA/THA/PRC) 

SEAE RETA  1.50 1.00b 2.50 

12. Core Environmental Program and Biodiversity Conservation Corridors 
Initiative in the GMS (Supplementary)  

SEAE RETA  0.40 0.00 0.40 

 Water Supply, Sanitation, and Waste Management        
13. GMS: Mekong Water Supply and Sanitation Project (CAM/LAO/VIE) SESS PPTA  0.45b 0.00 0.45 
 Law, Economic Management, and Public Policy       
14. GMS: Development Study of Economic Corridors (RETA 6310) 

Supplementary Financing  
SEOC RETA  0.00 0.40 0.40 

 Education        
15. GMS Phnom Penh Plan for Development Management Phase III 

(Supplementary) 
SESS RETA  0.00 0.50 0.50 

 Multisector        
16. Enhancing Transport and Trade Facilitation in the GMS  TRM/SEGF RETA  0.00 1.75 1.75 
17. Implementing the GMS HRD Strategic Framework and Action Plan  SESS RETA  0.70 0.00 0.70 
        
 Subtotal Regional Program     5.05 3.65 8.70 
        
18. Piloting Postharvest Technology and Skills Bridging Program for Rural 

Poor 
CARM JFPR  0.00 1.99 1.99 

19. Livelihood Stabilization Program for Poor Households Living Along 
National Highway One 

CARM JFPR  0.00 1.98 
 

1.98 
 

        
 Subtotal National and Regional Program 2008 (Indicative)d    10.00 5.35 15.35 
        
2009       
National        
        
 Agriculture and Natural Resources        
1. Tonle Sap Participatory Watershed Management Project  SEAE PPTA  1.25 0.00 1.25 
2. Study of Inland Aquatic Resources Trade Patterns  SEAE ADTA  0.15 0.00 0.15 
3. GMS: Renewable Energy Development (CAM) SEAE PPTA  1.00 0.00 1.00 
 Finance        
4. Financial Sector Development Program Implementation (Cluster 2) SEGF ADTA  0.75 0.00 0.75 
 Law, Economic Management, and Public Policy       
5. Support to Rural Decentralization Capacity Building  CARM PPTA  0.50 0.00 0.50 
6. Support to Fiscal Decentralization SEGF ADTA  0.50 0.00 0.50 
7. Public Financial Management for Decentralized Services SEGF PPTA  0.80 0.00 0.80 
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Source of Funding 
ADB Others Sector/Assistance name Responsible 

Division 
Assistance 

Type Source Amount 
($ million) 

Amount 
($ million) 

Total 
Amount 

($ million) 

 Energy       
8. Support to Rural Electrification  SEID PPTA  0.80 0.00 0.80 
        
 Subtotal National Program     5.75 0.00 5.75 
       
Regional Program        
 Agriculture and Natural Resources        
9. GMS: Trade Facilitation and Logistics (CAM/LAO/VIE)c TRM PPTA  0.80b 0.00 0.80 
 Health, Nutrition, and Social Protection        
10. GMS: Communicable Disease Control Project II (CAM/LAO/VIE)c SESS PPTA  0.50b 0.00 0.50 
 Education       
11. GMS Phnom Penh Plan for Development Management, Phase IV  SEOD RETA  0.50 0.50 1.00 
        
 Subtotal Regional Program    1.80 0.50 2.30 
        
Regional Program (Standby)        
        
 Industry and Trade        
12. GMS: Biodiversity Corridor Conservation Program (CAM/LAO/VIE)c SEAE PPTA  1.00b 0.00 1.00 
 Energy       
13. Facilitation Sustainable, Environment-Friendly Regional Power Trading 

in the GMS Phase 2 (Study on the PRC-Lao PDR-Cambodia Power 
Interconnection and Transmission Improvement) 

SEID RETA  0.00 2.00 2.00 

        
 Subtotal Regional Program (Standby)     1.00 2.00 3.00 
        
           Subtotal National and Regional Program 2009 (Indicative)    8.55 2.50 11.05 
        
2010       
National       
        
 Agriculture and Natural Resources        
1. Tonle Sap Resource Management and Conservation  SEAE PPTA  1.00 0.00 1.00 
2. Study on Participatory Watershed Management II SEAE ADTA  0.50 0.00 0.50 
3. Establishment of the Tonle Sap Basin Management Organization V SEAE ADTA  0.50 0.00 0.50 
 Education        
4. Enhancing Secondary Education  SESS PPTA  0.80 0.00 0.80 
 Law, Economic Management, and Public Policy        
5. Support to Fiscal Decentralization  SEGF PPTA  0.80 0.00 0.80 
6. Support for Private Sector Development SEGF PPTA  0.80 0.00 0.80 
7. Support for Financial Sector Development SEGF PPTA  0.50 0.00 0.50 
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Source of Funding 
ADB Others Sector/Assistance name Responsible 

Division 
Assistance 

Type Source Amount 
($ million) 

Amount 
($ million) 

Total 
Amount 

($ million) 

        
 Water Supply, Sanitation, and Waste Management       
8. Rural Water Supply and Sanitation Project III SESS PPTA  0.80 0.00 0.80 
        
 Subtotal National Program     5.70 0.00 5.70 
       
Regional Program        
        
 Water Supply, Sanitation, and Waste Management        
9. GMS Border Town Development (CAM/LAO/VIE) SESS PPTA  1.00 0.00 1.00 
 Agriculture and Natural Resources        
10. Implementing the Core Agriculture Support II  SEAE RETA  1.00 0.00 1.00 
 Energy        
11. Developing the Regional Transmission and Regulatory Authority  SEID RETA  0.00 1.00 1.00 
 Multisector        
12. Strengthening the Coordination of the GMS Program SEOC  RETA  0.00 3.00 3.00 
        
 Subtotal Regional Program     2.00 4.00 6.00 
        
           Subtotal National and Regional Program 2010 (Indicative)     7.70 4.00 11.70 
        
        
 Overall Total 2009-2010    16.25 6.50 22.75 
        

ADB = Asian Development Bank; ADTA = advisory technical assistance; CAM = Cambodia; CARM = Cambodia Resident Mission; GMS = Greater Mekong Subregion; 
HRD = human resource development; JFPR = Japan Fund for Poverty Reduction; LAO = Lao People’s Democratic Republic; MYA = Myanmar; PPTA = project 
preparatory technical assistance; PRC = People’s Republic of China; RETA = regional technical assistance; SEAE = Southeast Asia Department, Agriculture and 
Natural Resources Division; SEGF = Southeast Asia Department, Governance, Finance, and Trade Division; SEID = Southeast Asia Department, Infrastructure Division; 
SEOC = Southeast Asia Regional Cooperation and Country Coordination Division; SESS = Southeast Asia Department, Social Sectors Division; SME = small or 
medium enterprise; THA = Thailand; TRM = Thailand Resident Mission; VIE = Viet Nam. 
 
a ADB. 2006. Greater Mekong Subregion - Regional Cooperation Strategy and Program Update, 2007–2009. Manila. 
b Total for all three GMS countries, including Cambodia. 
c Standby and contingent on availability of funds. 
d Excluding the two JFPR-funded projects. 

   Source: Asian Development Bank estimates. 
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PRELIMINARY SUMMARY INFORMATION ON PROPOSED INDICATIVE LENDING AND 
NONLENDING PRODUCTS AND SERVICES OF THE BUSINESS PLAN (2008-2009) 

 
Table A3.1: Summary Information on Proposed Indicative Lending Products and Services 

(2008–2009) 
 
Project Name Description 
2008 
1. Private Sector 

Development 
Program  

Impact 
To support the Government of Cambodia's efforts to achieve and sustain 
higher economic growth by diversifying the economy and exports while 
improving competitiveness, with the goal of reducing poverty and creating 
modern jobs for the more than 300,000 new labor market entrants each 
year.  
 
Major Components 
(i) Maintain macroeconomic stability for private sector growth through a 
prudent fiscal policy, enhancing tax revenues, and strengthening its debt 
management office; (ii) improve the investment climate and small and 
medium enterprise (SME) development by lowering the regulatory costs of 
doing business, improving investor confidence and protection, and 
increasing access to technology and innovation; (iii) facilitate efficient trade 
and growth in exports through continued reforms to meet World Trade 
Organization (WTO) legal requirements, renewed trade policy reforms and 
competition policy, strengthened sanitary and phytosanitary (SPS) 
management systems, and customs reforms; and (iv) enhance backward 
linkages to agriculture through efficient trade facilitation and pilot a project 
linking horticulture producers with urban and export markets. 
 
Expected Outputs and Outcomes 
(i) Macroeconomic stability, (ii) improved investment climate and lower 
regulatory compliance costs, (iii) enhanced trade facilitation and exports, and 
(iv) enhanced backward linkage to agriculture.  

2. Public Financial 
 Management for 

Rural 
Development 
 

Impact 
The program will strengthen financial management in the rural development 
ministries to improve service delivery for poverty reduction.   
  
Major Components 
(i) Debt management capacity at the Ministry of Economy and Finance 
(MEF); (ii) capacity building in public financial management (PFM) in the 
Ministry of Rural Development (MRD), Ministry of Agriculture, Forestry, and 
Fisheries, and Ministry of Water Resources and Meteorology; and (iii) 
strengthening capacity of the National Audit Authority (NAA). 
 
Expected Outputs and Outcomes 
Ministries dealing with rural development improve PFM capacities for 
achieving aggregate fiscal discipline, good prioritization of resources, and 
efficient delivery of public services in a transparent and accountable way by 
improving (i) credibility, predictability, and comprehensiveness of the 
ministries’ budgets; (ii) efficiency and accountability in expenditure 
management and monitoring at the three ministries; and (iii) strengthening of 
institutional and organizational capacity development. The program will also 
strengthen debt management capacity at MEF. 
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Project Name Description 
3. Financial Sector 

Development 
Program (Cluster 
2) 

Impact 
To help develop a market-based financial system that enhances resource 
mobilization and supports sustainable economic growth. 
 
Major Components 
A set of financial sector reforms aimed at achieving the following broad 
objectives: (i) improve financial intermediation by upgrading the payments, 
clearance, and settlement system to support growing financial services; 
enhancing market confidence by improving public financial disclosure and 
establishing a credit information bureau; supporting market development by 
establishing an interbank market and tradable government securities; and 
improving the outreach of microfinance institutions (MFIs) in a sustainable 
manner; (ii) enhance resilience of the financial sector by revising and 
updating the law on banking and financial institutions, introducing supportive 
regulations to strengthen financial activities, tightening prudential supervision 
and regulations of banks and microfinance institutions, and building on the 
legal and regulatory foundation by drafting a new law on commercial 
contracts that includes specific sections on agencies and franchising; (iii) 
promote good governance by implementing international initiatives on anti-
money laundering and combating the financing of terrorism, enhancing 
corporate governance and transparency in the insurance industry, 
establishing commercial dispute resolution mechanisms, and improving the 
capability and increasing the number of qualified national accountants and 
auditors; and (iv) enhance efficiency by computerizing the management 
information system of the National Bank of Cambodia and by upgrading the 
skills and capacity of microfinance agencies staff.   
 
Expected Outputs and Outcome 
A growing, resilient, and efficient financial system. 

4. Road Asset 
Management 
Project 

Impact 
The project will assist the Government with periodic maintenance of national 
and provincial roads administered by the Ministry of Public Works and 
Transport (the MPWT roads). The project is cofinanced by the World Bank 
and Australian Agency for International Development (for capacity building). 
The Asian Development Bank loan will finance only national roads, while the 
World Bank loan will finance mostly national roads and some provincial 
roads. 
 
Major Components 
The project will (i) assist the Government in periodic maintenance of about 
950 kilometers (km) of MPWT roads, (ii) help to build capacity at MPWT to 
improve the management and maintenance of its roads network, and (iii) 
start a process of privatizing MPWT’s force account units. 
 
Expected Outputs and Outcomes 
The project will contribute to achieving long-term sustainability of the MPWT 
roads by preserving vulnerable parts of the road network and establishing a 
consistent and prioritized road management system within MPWT. This will 
promote economic growth by reducing future transport costs and preserving 
road connections. 

5. Emergency Food 
Assistance Project  

Impact 
Improved access to sufficient, safe, and nutritious food for food-insecure 
Cambodians.  
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Project Name Description 
Major Components 
(i) Compensatory consumption support; (ii) productivity enhancement 
support; and (iii) capacity building for emergency response to food crisis and 
capacity building in the relevant ministries, including with respect to their 
ability to comply with fiduciary requirements and monitor the delivery of 
assistance. 
 
Expected Outputs and Outcomes 
The expected outcome is reduced vulnerability of food-insecure households 
through increased access to food and production inputs. Three expected 
outputs are: (i) food made available to vulnerable households, (ii) input needs 
of smallholders and marginal farmers supported, and (iii) a national food 
security response system put into place and made operational. 

6. Tonle Sap Poverty 
Reduction and 
Smallholder 
Development  

Impact 
Enhanced productivity and income growth of rural households in the Tonle 
Sap basin. 
 
Major Components 
(i) High-value food and fruits production and marketing. This can be in the 
form of organic farming and should be acceptable to the tourist market. The 
main focus will be to create a local supply chain of foods and fruits for 
tourism markets. (ii) Training and skills development. This will provide 
demonstration and extension services on integrated pest management and 
organic farming technologies, promote traditional arts and crafts to supply 
the growing tourism market, and provide job skills for occupations in the 
tourism and ecotourism service industry. (iii) Conservation and protection of 
flooded forests. This will examine the relevant existing environmental laws 
and regulations to implement community management, and it will propose 
ways to link this with ecotourism. 
 
Expected Outputs and Outcomes 
(i) Increase the use and nonuse value of natural resources through improved 
environmental management in utilizing agricultural, flooded-forest, and 
fishery resources in the Tonle Sap basin; (ii) accelerate income growth for 
the rural poor through improved productivity and diversification; (iii) increase 
participation by the rural poor in the domestic and international product and 
services markets; and (iv) integrate the rural poor into tourism and 
ecotourism development through production for the tourist market. 

2009 
1. Enhancing 

Technical and 
Vocational 
Education (TVET) 

 

Impact 
The project will contribute to strengthening the TVET system for more 
efficient delivery and better quality of TVET.  
 
Major Components 
(i) Strengthen the TVET’s institutional and policy framework for planning, 
managing, and delivering demand-based vocational training and technical 
education; (ii) enhance and promote private-public partnerships for skills 
development and strengthen linkages with employers and private skills 
providers; and (iii) provide skills for rural youth that are demand-driven and 
based on employability and opportunities for entrepreneurship, including by 
upgrading the current provincial training centers and expanding those 
centers to other provinces that do not currently have them. 
 
Expected Outputs and Outcomes 
(i) Provide opportunities to disadvantaged people and people from rural 
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areas to acquire skills for income generation; (ii) strengthen labor market 
information systems; and (iii) explore stronger linkages with the private 
sector, strengthen the policy framework, and build upon past interventions. 
 

2. Financial Sector 
Development 
Program (Cluster 
2) 

 

Same as item 3 in 2008 above and in accordance with Financial Sector 
Development Strategy.  

3. Rural Water 
Supply and 
Sanitation Sector II  

Impact 
The project will contribute to meeting Cambodian Millennium Development 
Goal targets by expanding coverage of improved water supply and sanitation 
infrastructure.  
 
Major Components 
(i) Increase the number of water supply and sanitation facilities; (ii) 
strengthen the capacity of communities to design, build, and manage water 
supply and sanitation facilities; and (iii) provide hygiene and sanitation 
education in eight provinces in and around the Tonle Sap basin area. 
 
Expected Outputs and Outcomes 
(i) The Government’s rural water supply and sanitation (RWSS) investment 
plan for the project area updated; (ii) RWSS database, including identified 
data sources, updated; and (iii) a hygiene education plan, including 
appropriate sanitation and household water supply transport, storage, and 
treatment practices, developed. 

4. Tonle Sap Poverty 
Reduction and 
Smallholder 
Development 

 

Same as item 6 in 2008 above. 

5. GMS: Cambodia 
Northwest 
Provincial Road 
Improvement 
(CAM) 

Impact 
To reduce poverty by reducing the transport cost and increasing road 
transport reliability to rural population centers. It also aims to improve 
connectivity within the region and thus improve access to markets, social 
services, and work opportunities. Further, it aims to boost interregional and 
intraregional trade and cooperation. 
 
Major Components 
(i) Rehabilitation of National Road 56 (NR), (ii) provision of a border-crossing 
facility in O’smach, (iii) consulting services, (iv) routine road maintenance 
program, and (v) road safety. 
 
Expected Outputs and Outcomes 
Better connectivity within the region through improving the unpaved road 
section, and better international connectivity in regional transport corridors. 
The project will also support regional trade and cooperation by improving 
border-crossing facilities in O’smach between Thailand and Cambodia and 
continue to assist Cambodia’s ongoing routine road maintenance and road 
safety programs. 

6. Mekong Water 
Supply and 
Sanitation  

Impact 
To provide sustainable and improved water supply and sanitation facilities to 
the urban populations of nine secondary towns in the economic corridors in 
Cambodia, Lao People’s Democratic Republic (Lao PDR), and Viet Nam.  
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Major Components 
(i) Constructing facilities to supply continuous and safe water to urban 
populations in the nine secondary towns; (ii) developing and adopting a 
sanitation strategy by each of the nine towns, covering short-term and long-
term actions; (iii) implementing the short-term sanitation action plans, 
including to construct related infrastructure; (iv) ensuring affordable and 
sustainable access to water supply and sanitation services by poor urban 
populations; and (v) strengthening institutional, technical, and financial 
capacity of public and private sector operators in providing water supply and 
sanitation services.  
 
Expected Outputs and Outcomes 
Based on their locations within the east–west and southern economic 
corridors, the low water supply and coverage ratios, and their potential for 
economic development, the following nine towns are identified for inclusion 
in the project; in Viet Nam: Cua Viet, Dong Ha, Lao Bao, and Quang Tri; in 
Lao PDR: Khinark, Phalanxai, and Xaibouili; and in Cambodia: Kratie and 
Stung Treng. The current total population of these nine towns is 186,000, 
which is expected to increase to about 290,000 by 2020. The target 
population of the project is estimated to be 200,000. 

CAM = Cambodia, MEF = Ministry of Economy and Finance, MFI = microfinance institution, MPWT = Ministry of 
Public Works and Transport, MRD = Ministry of Rural Development, PFM = public financial management, RWSS = 
rural water supply and sanitation, SME = small or medium enterprise, SPS = sanitary and phytosanitary, TVET = 
technical and vocational education, WTC = World Trade Organization. 
Sources: Royal Government of Cambodia and Asian Development Bank. 
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Table A3.2: Summary Information on Proposed Indicative Nonlending Products and 
Services (2008–2009) 

 
 

Project Name Description 
2008 
1. Technology 

Demonstration and 
Rural ICT 
Application for 
Smallholder 
Development  

 
 

Impact 
The main goal is to contribute to sustainable rural development and rural 
poverty reduction in the Tonle Sap basin. 
 
Major Components 
(i) Strengthening planning capacity of Supreme National Economic Council 
(SNEC) to integrate rural development within overall economic development 
framework; (ii) pilot demonstration of crops, livestock, fish, and water 
management technologies; (iii) strengthening long-term planning capacity of 
the Tonle Sap Basin Authority for environmental conservation and 
sustainable management of the basin; and (iv) pilot application of 
information, communications, and technology (ICT) in rural areas.  
 
Expected Outputs and Outcomes 
Pilot technology demonstration and environmental improvement, together 
with rural ICT application, will enhance factor productivity, promote 
biosecure agriculture, improve access to markets, and facilitate risk 
management. The expected outcomes of the proposed technical assistance 
(TA) are an integrated rural development planning framework, along with 
increased output, income, and employment. 

2. Strengthening 
Technical and 
Vocational 
Education (TVET) 

Impact 
To support the Government’s goal to achieve sustained economic growth 
through a better skilled and more productive workforce. 
 
Major Components 
preparation of strengthening technical and vocational education project. 
 
Expected Outputs and Outcomes 
Phase I: a thorough subsector analysis of the TVET subsector. Phase II: a 
feasibility report which will assist the Government to prepare the project. 

3. Private Sector and 
SME Development 
Program  

Impact 
To support the Government to prepare a project to improve the business 
environment so that the private sector can operate efficiently. 
 
Major Components 
(i) Develop a series of technical papers that explore ways to address 
specific constraints to small and medium enterprise (SME) development, (ii) 
provide a series of technical papers that identify ways to diversify exports 
through market-based reforms and strengthen capacity to formulate policy, 
(iii) explore ways to improve efficiency of domestic distribution as a key 
channel for supporting trade facilitation and exports as well as developing 
backward linkages, and (iv) work with the Government to develop its 
competition policy framework and support the Government’s efforts to 
continue business climate reforms. 
 
Expected outputs and Outcomes 
(i) Technical inputs to the Government and Asian Development Bank (ADB) 
to formulate a private sector and SME development program loan that helps 
reduce poverty and increase jobs by expanding the private sector, and (ii) 
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Project Name Description 
technical background papers on the Government’s private sector 
development agenda anchored in its trade development strategy. 
 

4. Capacity Building 
for National 
Economic Policy 
Analysis and 
Development II 

Impact 
Strengthen capacity of SNEC to provide the Prime Minister of Cambodia 
with policy advice on socioeconomic development strategy, as well as 
technical and policy analysis for sustainable economic development.  
  
Major Components 
(i) Provision of advisory support on key development issues; and (ii) 
capacity building in research, policy analysis, and operational effectiveness 
for SNEC.  
 
Expected Outputs and Outcomes 
Building on accomplishments under earlier TA projects, the third phase of 
the TA aims to improve the quality and sustainability of the economic reform 
process and development management by further improving SNEC’s 
capacity (including those related to regional integration) to formulate and 
monitor the implementation of national economic policies and development 
management. 

5. Second Rural 
Water Supply and 
Sanitation Sector 
Project  

Impact 
To assist the Government through the Ministry of Rural Development (MRD) 
in preparing a project to improve water supply and sanitation facilities for 
the rural population in eight provinces, as well as to institute safer hygiene 
practices in those areas. 
 
Major Components 
(i) Increase the number of water supply and sanitation facilities; (ii) 
strengthen the capacity of communities to design, build, and manage water 
supply and sanitation facilities; and (iii) provide hygiene and sanitation 
education in eight provinces in and around the Tonle Sap basin area. 
 
Expected Outputs and Outcomes 
(i) An update of the Government’s rural water supply and sanitation (RWSS) 
investment plan for the project area; (ii) an outline of a RWSS database, 
including identified data sources; (iii) the design of a community demand-
driven approach; (iv) a hygiene education plan, including appropriate 
sanitation and household water supply transport, storage, and treatment 
practices; (v) a proposal for financing the sanitation works; and (vi) an 
overall sector investment project, including feasibility studies for a sample of 
three subprojects. 

6. Provincial and 
Rural Roads Asset 
Management 
Project 

Impact 
To support the Government through the Ministry of Public Works and 
Transport and MRD in preparing a project aiming to promote economic 
development in rural areas and facilitate social development by reducing 
remoteness.  
 
Major Components 
Preparation of a project for asset management of the provincial and rural 
roads network. 
 
Expected Outputs and Outcomes 
A feasibility study and preliminary designs for provincial and rural road 
asset management. 
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Project Name Description 
7. Support for Private 

Sector and SME 
Development 
Program 
Implementation  

Impact 
To support the implementation of the Private Sector and SME Development 
Program.  
 
Major Components 
(i) Strengthen sanitary and phytosanitary management systems; (ii) support 
the sustainability of the enterprise registry; (iii) support Ministry of 
Commerce (MOC) efforts to accelerate WTO commitments and trade policy 
capacity building at MOC; (iv) review regulatory and licensing processes in 
working with Cultural, Social and Economic Obervatory Unit (OBSES), 
MOC, and Ministry of Industry, Mines and Energy; (v) enhance SME access 
to technology, with possibility of establishing a matching grants fund for 
SME technology; (vi) support customs reform strategy with focus on 
capacity building in the risk management office and an action plan for 
implementing customs transaction valuation in line with WTO commitments; 
and (vii) pilot a private-public partnership in providing extension and 
marketing services to horticulture producers and enhancing commercial 
linkages to the urban centers. 
 
Expected Outputs and Outcomes 
Successful program implementation and accomplishment of program 
outputs.  

8. Financial Sector 
Development 
Program (Cluster 2)  

Impact 
To support the National Bank of Cambodia (NBC), Ministry of Economy and 
Finance (MEF), and MOC in developing a sound, market-based financial 
system to support resource mobilization and financial intermediation. 
 
Major Components 
The TA’s main outputs will include (i) further strengthening on-site 
supervision and surveillance of the banking system, (ii) strengthening 
off-site and on-site supervision of microfinance institutions, and (iii) 
strengthening supervision and surveillance of the insurance industry.  
 
Expected Outcomes 
A growing, resilient, and efficient financial system. 

9. Institutional 
Strengthening of 
CNPA II  

 

Technical assistance for Cambodian National Petroleum Authority is subject 
to further discussion with the Government. 

10. GMS: Flood and 
Drought Risk 
Management and 
Mitigation 
(CAM/LAO/VIE)  

Impact 
To reduce the vulnerability of flood-affected communities in Cambodia, Lao 
People’s Democratic Republic (Lao PDR), and Viet Nam by preparing 
investment projects aimed to prevent major floods from becoming disasters. 
 
Major Components 
(i) Prepare investment projects comprising balanced structural and 
nonstructural measures; (ii) assist in formulating land use and planning 
controls to enhance flood preparedness, where feasible; and (iii) assist in 
strengthening measures for mediating and mitigating transboundary flood 
issues. 
 
Major Outputs and Outcomes 
A feasibility study of flood management options, including prioritization of 
subbasins, definition of appropriate packages of flood structural and 
nonstructural management options, and cost estimates; plus a design for a 
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project to help reduce the social and economic costs associated with floods. 
 

11. GMS: Program to 
Support 
Implementation of 
the Core 
Agriculture Support 
Program 
(CAM/LAO/VIE)  

Impact 
In order to promote food security and reduce rural poverty, to improve 
performance of the agriculture sector and support its further development 
through targeted interventions under the Core Agriculture Support Program. 
 
Major Components 
(i) Regional cooperation, (ii) advanced agricultural science and technology 
in GMS phase II, (iii) agriculture information and network service phase II, 
and (iv) rural renewable energy initiative in the Greater Mekong Subregion 
(GMS). 
 
Expected Outputs and Outcomes 
(i) Effective sharing of knowledge, information, and experiences on 
subregional strategies to further develop the agriculture sector; and (ii) 
sustained connectivity and collective cooperation among the GMS countries 
on agricultural issues. The expected outputs include (i) strengthened 
capacity of GMS countries to coordinate and communicate on regional 
issues and concerns and to work together toward the same goal of GMS 
growth and development; (ii) increased awareness among decision makers 
and implementers in the GMS countries of the potential contribution of 
advanced agricultural science and technology to agricultural development, 
poverty reduction, and environmental sustainability; (iii) strengthened 
capacity in GMS countries for policy formulation and implementation, 
including alignment of policies for biotechnology, biosafety, and sustainable 
development; (iv) a fully operational agriculture information and network 
service website with the aim of widening its network base; and (v) 
prioritization for a rural renewable energy development plan in the GMS. 

12.  Core  
Environmental  
Program and  
Biodiversity  
Conservation  
Corridors Initiative   
in the GMS  
(Supplementary) 

 

Impact 
Establish sustainable management regimes for restoring ecological 
connectivity and integrity in the selected biodiversity areas.  
 
Major Components 
Activities to be undertaken will include the following components: (i) poverty 
alleviation through sustainable use of natural resources and livelihood 
development, (ii) clear definition of optimal land uses and harmonized land 
management regimes, (iii) restoration and maintenance of ecosystem 
connectivity, (iv) capacity building in local communities and government 
staff, and (v) sustainable financing mechanisms and structures integrated 
with government planning and budgeting procedures.  
 
Expected Outputs and Outcomes 
Contribute to establishing sustainable management regimes for restoring 
ecological connectivity and integrity in a select set of important biodiversity 
areas. 

13. GMS: Mekong 
Water Supply and 
Sanitation Project 
(CAM/LAO/VIE)  

Impact 
To assist the Government through the Ministry of Industry, Mines and 
Energy in preparing a project suitable for ADB financing and which will 
contribute to reducing the incidence of water-related diseases for secondary 
towns in the economic corridors by providing access to improved and 
sustainable water supply and sanitation facilities.  
 
Major Components 
The TA will include (i) feasibility study on various levels of water treatment 
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and their cost implications; (ii) policies and practices on setting user 
charges, including connection and service fees, plus knowledge sharing 
workshops between the participating governments and utilities; (iii) city 
sanitation plans and enhancement of financial, institutional, and human 
resource capacities at government and utility levels to sustain water and 
sanitation services; and (iv) enhancement of technical and management 
capacity of private sector in providing water supply and sanitation services. 
 
Expected Outputs and Outcomes 
(i) Agreement on the level of water supply services for each town, 
supported by feasibility studies on treatment options, financial implications, 
and human capacity requirements; (ii) understanding of the policy and 
practices of setting user charges by government and utility staff; (iii) 
approved long-term sanitation strategy for each town, including a short term 
investment plan for financing under the project; (iv) endorsed capacity 
building plan for public utilities; (v) endorsed capacity private sector building 
plan; and (vi) agreed overall investment project. 

14. GMS: Development 
Study of Economic 
Corridors (RETA 
6310) 
Supplementary 
Financing 

Impact 
Reduced poverty and improved living standards, resulting from increased 
trade and investment, for people in the North-South Economic Corridor.  
 
Major Components 
(i) Issues identified based on sound analysis of the major constraints facing 
the North-South Economic Corridor in economic integration; (ii) a 
development strategy to promote private investment, and especially foreign 
direct investment, into the corridor, including an indicative list of priority 
sectors and major potential projects for both public and private investments; 
and (iii) development of an institutional network on policy research, 
monitoring, and investment promotion to enhance interface between 
policymakers and private investors, as well as between entrepreneurs and 
financiers, in the areas of trade facilitation and investments. 
 
Expected Outputs and Outcomes 
(i) Increased intra- and cross-subregion trade and inflows of foreign direct 
investment to the corridor; (ii) increased private sector investment and 
investments in the form of public-private partnerships; (iii) reduced 
transaction costs in trade and investment through improved government 
policies based on sound analysis of issues, constraints, and priorities; (iv) 
improved communication between policymakers and entrepreneurs; and (v) 
investors to be facilitated and coordinated by an institutional network 
involving all concerned. 

15. GMS Phnom Penh 
Plan for 
Development 
Management 
Phase III 
(Supplementary)  

 

Impact 
Strengthen the technical, managerial, and leadership capacity of GMS 
officials.  
 
Major Components 
(i) Demand-based learning programs for public officials, (ii) development of 
a network of capacity-building partners, and (iii) publication of a journal of 
GMS development studies.  
 
Expected Outputs and Outcomes 
More informed and relevant policy making in the GMS, including better 
integration of subregional programs into national priorities. 
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16. Enhancing 

Transport and 
Trade Facilitation in 
the GMS  

 

Impact 
Improved competitiveness while expanding trade, tourism, and investment.  
 
Major Components 
Institutional capacity building to strengthen transport and trade facilitation, 
including through (i) transport facilitation and customs harmonization; (ii) 
sanitary and phytosanitary measures, inspection, and quarantine; (iii) 
business and logistics support; and (iv) regional information platform.  
 
Expected Outputs and Outcomes 
More efficient transactional environment for goods and people, plus 
improved logistics services in the GMS.  

17. Implementing the 
GMS HRD 
Strategic 
Framework and 
Action Plan  

 

Impact 
(i) Mainstream and enhance synergistic mechanisms to operationalize the 
strategic framework in each GMS country; and (ii) implement priority 
subregional projects in the health, education, and labor subsectors as 
identified in the action plan.   
 
Major Components 
Examples of potential initiatives under the action plan include skills 
standards and accreditation, curriculum standardization for science and 
math, recognition of cross-border health certification, and measures to 
improve health financing and regulatory systems. 
 
Expected Outputs and Outcomes 
(i) Strengthened institutional arrangements and support to the Working 
Group on Human Resource Development (HRD); (ii) improved capacities of 
the GMS countries to implement the strategic framework and action plan; 
(iii) implementation of priority projects identified in the HRD action plan in 
partnership with relevant development partners; and (iv) improved 
awareness, increased appreciation, and mainstreaming of HRD-related 
issues, concerns, and priority programs among other GMS sectoral working 
groups. 

18. Pilot Testing 
Postharvest 
Technology and 
Skills Bridging 
Program for Rural 
Poor Project 

Impact 
Help reduce the degree of poverty among the rural poor in Cambodia, by 
improving appropriate postharvest skills for agricultural producers and 
enhancing the knowledge and technical skills of youth to meet the demands 
of industry through (i) increasing value addition to agricultural produce 
through postharvest skills development and training, and (ii) meeting needs 
of diversified enterprise through a technical vocational education and 
training skills bridging program for youth.  
 
Major Components 
(i) Pilot-testing of postharvest technology skills development program, (ii) 
pilot testing of the TVET skills bridging program, and (iii) capacity building 
and project management and monitoring. 
 
Expected Outputs and Outcomes  
(i) Poverty incidence in the targeted communes reduced by 5% by 2011, (ii) 
3,000 agricultural producers in targeted communes receive postharvest 
skills training by 2011, (iii) family income of agricultural producers increased 
by 5% by 2011, and (iv) 800 youth and school leavers in targeted locations 
graduate from the TVET skills bridging program by 2011—with 50% of 
these entering further training at the certificate level and the remaining 50% 
employed by 2011. 
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19. Livelihood 

Stabilization 
Program for Poor 
Households Living 
Along National 
Highway One 
Project 

Impact 
Minimize vulnerability of poor households, including the affected people 
living along National Highway One. 
 
Major Components 
(i) Capacity building and entrepreneur skills training, (ii) selection of MFIs to 
implement a sustainable microfinance program, and (iii) monitoring and 
implementation support. 
 
Expected Outputs and Outcomes 
 
(i) Capacity Building and Skills Training: (a) improved skills and capacity to 
enable access to affordable and sustainable microfinance; (b) a least-cost 
model of better coordination between skills-training providers and MFIs in 
assisting the poor households, including the affected people; and (c) 
enhanced productive activities in agriculture and the SME sector. 
 
(ii) Microfinance Program: (a) access to affordable and sustainable 
microfinance, and (b) improved integration of formal financial sector through 
increased client base and outreach for microfinance. 
 
(iii) Monitoring and Implementation Support: (a) enhanced supervisory 
capacity through regular monitoring and interaction between NBC and 
MFIs; and (b) improved knowledge and experience of MFIs in dealing with 
poor households, including the affected people. 
 
These outputs are expected to lead to improved livelihoods and sustainable 
income generation of the poor households, including affected people, living 
along National Highway One. 

2009 
1. Tonle Sap 

Participatory 
Watershed 
Management 
Project 

Impact 
Natural resources in the Tonle Sap watersheds are used sustainably and 
livelihoods of watershed communities are improved. 
 
Major Components 
Resources and livelihoods surveys, assessment of capacity building needs 
for participatory watershed management, identification of priority 
subwatersheds for participatory management, feasibility studies for potential 
interventions, and participatory project design. 
 
Expected Outputs and Outcomes 
An investment project to manage, preserve, and protect targeted native 
vegetation and wildlife resources. Improved productivity and sustainable 
use of forest and agriculture land will be sought through decentralized and 
community-based development approaches building on ongoing work of the 
Tonle Sap Initiative. Outputs will include (i) a prioritized list of sub-
catchments where participatory management would bring livelihood benefits 
to communities and enhance the sustainable use of natural resources; (ii) 
design of an investment project for participatory management of resources 
to support improved watershed management and enhancing livelihoods; 
and (iii) participatory management capacity building and awareness raising 
for agencies, nongovernment organizations, and community members. 

2. Study of Inland 
Aquatic Resources 
Trade Patterns  

Impact 
Accelerated growth in agricultural trade, and increased value-added from 
agricultural production. 
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Major Components 
(i) Study on supply and demand for key agricultural commodities, and (ii) 
strengthening national institutional capacities to improve safety and quality 
of agricultural products. 
 
Expected Outputs and Outcomes 
Increased agricultural trade and investment, plus enhanced 
competitiveness of smallholders and rural households. 

3. GMS: Renewable 
Energy 
Development 
(CAM) 

Impact 
Contribute to sustainable rural development and rural energy security. 
 
Major Components 
(i) Policy support for cross-border investment, contract farming, and trade; 
(ii) infrastructure and training support for enhanced community participation 
in feedstock supply and for development of SMEs for rural renewable 
energy; (iii) support for research and development on crop selection, 
technology choices, farming systems, and feedstock processing and 
marketing by facilitating partnerships among international, regional, and 
national centers of excellence; and (iv) strengthening capacities of national 
institutions on the technical, economic, and social dimensions of planning 
and implementation aimed at catalyzing farm-level development of rural 
renewable energy. 
 
Expected Outputs and Outcomes 
Policy options and investment support for rural renewable energy 
development. Outputs will include to (i) harmonize policies on rural 
renewable energy, (ii) increase energy supply in rural areas, and (iii) 
stimulate agriculture growth and improve income for smallholders. 

4. Financial Sector 
Program 2 
Implementation  

Impact 
To support NBC, MEF, and MOC in developing a sound, market-based 
financial system to support resource mobilization and financial 
intermediation. 
 
Major Components 
The main outputs of the TA will include (i) installation and testing of the new 
integrated IT system for NBC; (ii) continued upgrade of the payments, 
clearance, and settlement system; (iii) a credit information bureau; (iv) a 
national arbitration center; and (v) further strengthening the supervision and 
surveillance of the banking system, MFIs, and the insurance industry.   
 
Expected Outcomes 
A growing, resilient, and efficient financial system. 

5. Support to Rural 
Decentralization 
and Capacity 
Building  

Impact 
Effective, efficient, and responsive decentralized rural service delivery by 
subnational and local institutions. 
 
Major Components 
(i) Assessment of local capacity and needs for community development and 
budget planning; (ii) preparation of capacity building program as a precursor 
to rolling out decentralized fiscal management, budget planning and 
implementation, and internal control; and (iii) identification and prioritization, 
through a participatory method, of a commune investment program that 
supports sustainable livelihoods and social development.  
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Expected Outputs and Outcomes 
A project supporting effective decentralized rural service delivery to 
accelerate rural development, plus capacity in provincial departments and 
communes for financial and project management. A special feature of the 
project will be the identification and prioritization of a commune investment 
program that will be closely linked to ongoing and planned development 
activities in the Tonle Sap basin, especially the proposed Provincial and 
Rural Roads Asset Management Project. 

6. Support to Fiscal 
Decentralization  

Impact 
A predictable state budget for subnational administration and development 
and strengthened subnational capacity for fiscal planning and management. 
 
Major Components 
(i) Establishment of a model internal control system at relevant provincial 
line departments; (ii) establishment of codes and procedures for revenue 
collection, and reporting of financial statements; (iii) establishment of a 
communication and reporting system between the national and subnational 
levels; (iv) strengthening budget planning and management at commune 
and provincial levels; and (v) provision of capacity building activities for 
internal control and fiscal management. 
 
Expected Outputs and Outcomes 
Provincial government has the capacity to manage revenues, prepare 
budgets, and account for public expenditures. A needs assessment of 
capacity and resources for fiscal management at the local level. The project 
will be closely linked with the Support to Rural Decentralization and 
Capacity Building and Public Financial Management (PFM) for 
Decentralized Services projects. 

7. PFM for 
Decentralized 
Services 

Impact 
Contribute to the improvement of public financial management and internal 
audit function at the subnational level to improve control and planning of 
decentralized rural service delivery. 
 
Major Components 
(i) Project preparation for investments to assist with establishing fiscal 
control, management, and planning at subnational level; (ii) development of 
a capacity building program to promote demand-driven accountability of 
proper public financial management and responsive rural service delivery at 
the grassroots level; and (iii) identification of potential rehabilitation and 
expansion of selected provincial and commune offices to facilitate 
operationalizing fiscal decentralization and rural service delivery.  
 
Expected Outputs and Outcomes 
A credible and predictable budget for provincial and commune development 
investments. Outputs feasibility study identifying options to enhance PFM 
for decentralized services. A capacity building package for local community 
leaders and village members to familiarize them with PFM and 
accountability concepts.  

8. Support to Rural 
Electrification 

Impact 
To support the Government’s goal to achieve a 70% electrification rate by 
2030. 
 
Major Components 
Preparation of a rural electrification project. 
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Expected Outputs and Outcomes 
A feasibility study and preliminary designs for future rural electrification 
investment. 

9. GMS Trade 
Facilitation and 
Logistics 
(CAM/LAO/VIE)  

Impact 
To assist the governments of Cambodia, Lao PDR, and Viet Nam to 
prepare a project that will improve competitiveness and support the 
development of economic corridors by providing efficient logistics and trade 
facilitation in order to foster regional trade. 
 
Major Components 
(i) Identify infrastructure needs at the borders that will improve trade 
logistics and their efficiency, (ii) study and recommend policy actions based 
on the existing regional technical assistance to smooth trade facilitation and 
break any institutional barriers, and (iii) identify any capacity development 
needs for successfully accomplishing the GMS trade facilitation objectives. 
 
Expected Outputs and Outcomes 
A project with achievable proposed interventions for the three countries to 
implement.  

10. GMS 
Communicable 
Disease Control 
Project II 
(CAM/LAO/VIE)  

Impact 
To assist the governments of Cambodia, Lao PDR, and Viet Nam to 
prepare a project that will mitigate the risks associated with cross-boundary 
health issues in border provinces and contain the spread of emerging 
diseases in order to reduce the burden of common endemic communicable 
diseases. 
 
Major Components 
Identification of the health risks in border provinces, including assessment 
of connection between hygiene and rural water supply and sanitation, and 
examine water- and vector-borne diseases. 
 
Expected Outputs and Outcomes 
A project with achievable proposed interventions for the three countries to 
implement. 

11. GMS Phnom Penh 
Plan for 
Development 
Management, 
Phase IV  

Follow-up to item 15 in 2008. 

12. GMS: Biodiversity 
Corridor 
Conservation 
Program 
(CAM/LAO/VIE)  

Impact 
Enhance the environmental sustainability and social equity within the 
biodiversity conservation corridor pilot sites through maintaining and 
improving the biodiversity of forestlands and associated ecosystems in the 
conservation corridors. 
 
Major Components 
Policy development and institutional capacity building for assessing and 
managing biodiversity corridor, preparing sustainable livelihood investment 
options in balance with biodiversity conservation within and around the pilot 
area, and protecting physical infrastructure investments deemed central to 
economic integration and sustainable development in the subregion. 
 
Expected Outputs and Outcomes 
Investment project in support of sustainable livelihoods, use of natural 
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Project Name Description 
resources, and the management regime. Development of a management 
strategy for operating and maintaining essential physical infrastructure. 
 

13. Facilitating 
Sustainable, 
Environment-
Friendly Regional 
Power Trading in 
the GMS Phase 2 
(Study on the 
PRC–Lao PDR–
Cambodia Power 
Interconnection and 
Transmission 
Improvement)  

 

Impact 
Contribute to the long-term objectives of the phase 1 project, which are to: 
(i) establish a competitive and efficient subregional power market, and (ii) 
minimize environmental impacts in developing power projects for regional 
power trade.  
 
Major Components 
The project will focus on establishing the building blocks required to develop 
the PRC–Lao PDR–Cambodia power interconnection transmission line, 
including to (i) assess the transmission infrastructure and equipment 
needed to interconnect the People’s Republic of China (PRC) and 
Cambodia power grids via Lao PDR; (ii) assess how the benefits will be 
shared with Lao PDR; (iii) facilitate concluding agreement between 
Cambodia, PRC, and Lao PDR in using the Lao territory for the 
transmission line; (iv) review feasibility studies of hydropower development 
in northern Lao PDR; (v) identify the social and environmental impacts of 
the aforementioned investments; and (vi) recommend the required best 
practice rules, regulations, codes, institutional structures, and other market 
mechanisms for the interconnection.        
 
Expected Outputs and Outcomes 
The project is expected to deliver the following: (i) recommended optimal 
configuration of the power interconnection line linking Cambodia, PRC, and 
Lao PDR; (ii) proposed terms of reference and work plans for the requisite 
project preparatory work; and (iii) draft agreements among the parties 
(Cambodia, PRC, and Lao PDR) covering the relevant rules, regulations, 
codes, and institutional and market mechanisms. 

ADB = Asian Development Bank, CAM = Cambodia, CNPA = Cambodian National Petroleum Agency, GMS = 
Greater Mekong Subregion, HRD = human resource development, ICT = information and communication technology, 
Lao PDR = Lao People’s Democratic Republic, MEF = Ministry of Economy and Finance, MFI = microfinance 
institution, MOC = Ministry of Commerce, MRD = Ministry of Rural Development, NBC = National Bank of Cambodia, 
PFM = public financial management, PRC = People’s Republic of China, RETA = regional technical assistance, 
RWSS = rural water supply and sanitation, SME = small or medium enterprise, SNEC = Supreme National Economic 
Council, TA = technical assistance, TRA = Transmission and Regulatory Authority, TVET = technical and vocational 
education, VIE = Viet Nam, WTO = World Trade Organization. 
Sources: Royal Government of Cambodia and Asian Development Bank. 
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AGRICULTURE AND NATURAL RESOURCES SECTOR ROAD MAP 
 
A. Sector Situation and Key Issues in the Sector 
 
1 Agriculture is Cambodia’s most important economic sector in terms of its contribution to 
both income and employment for most of the country’s rural population, which makes up about 
85% of the total population. Over the past 15 years, agriculture’s contribution to gross domestic 
product (GDP) has gradually declined from 40% in the mid-1990s to 30% in 2007. However, it 
still remains the primary source of employment for at least 70% of the population. Most 
Cambodian farmers are smallholders, with less than 2 hectares (ha) per household. Rice 
cultivation dominates the crops subsector, taking in about 2.1 million ha or around 95% of the 
total cultivated area. Most rice production depends on natural rainfall. In 2006, about 20% of the 
total cropped area had access to supplementary irrigation during the wet season using 
traditional irrigation practices, and full dry season irrigation (i.e., double annual cropping) was 
practiced on just 7%. In recent years, however, the Government has put strong emphasis on 
constructing and improving the country’s irrigation infrastructure. Floods and droughts frequently 
cause significant damage, contributing to yields fluctuation and a generally low average output 
of 2.1 ton/ha (2003/04). That is well below levels achieved in neighboring countries. 
 
2. Fisheries, forestry, and livestock are key agriculture subsectors and are major sources of 
livelihood for the poor. About 9% of the population depends on fisheries for primary employment 
(another 27% for secondary employment). Besides being a primary source of protein in the 
domestic diet, fish is also exported in significant volumes. The fisheries subsector has been 
undergoing major reforms toward a more poverty-focused approach, whereby fishing 
communities play an increasing role in managing local fishing grounds. However, capacity of 
both fisheries officials and local communities to fully implement the reforms is weak. The 
importance of forestry in agricultural GDP has declined in recent years due to depletion of 
resources, a ban on log exports, and revocation of concessions. Nevertheless, forestry is still a 
major source of livelihood for the rural poor. (In combination with illegal commercial logging and 
the absence of proper land use management, this contributes to even further depletion of 
Cambodia’s forest resources). Smallholders use livestock as a source of food, income, and draft 
power, as well as a form of insurance for when the family faces sickness or other catastrophes. 
 
3. Cambodia is endowed with abundant water resources that can support the needs of 
many sectors of the economy. Its watercourses, and especially the Tonle Sap river system, 
provide the basis for fisheries, irrigated agricultural production, domestic and industrial water 
supply, and navigation. As the country’s economy expands, great pressure will be placed on this 
important resource. A challenge for the country will be to manage it in a manner that will 
accommodate the growing economy, meet the needs of a growing population, and ensure its 
availability for maintaining various environmental services. Being a downstream country, 
Cambodia’s water resources are vulnerable to hydro development activities of upstream 
countries in the Mekong River system. Thus far, the Government has been receptive to an 
integrated water resource management approach within a river basin context and which 
includes promoting appropriate and effective river basin management and water allocation 
systems. 
 
4. The Tonle Sap basin ecosystem supports an abundantly rich biodiversity and contributes 
significantly to Cambodia’s economy. Its careful management and protection is without doubt 
vital for the country. Environmental management is weak, however, and the legal framework 
does not fully meet the country’s needs. Key environmental issues relate to (i) an inadequate 
legal framework, (ii) uncoordinated institutions, (iii) unsustainable extraction of fishery and 



Appendix 4 43 

 

forestry resources, (iv) weak land and water resource management, (v) severe pressure on the 
Tonle Sap ecosystem, and (vi) unplanned urban and industrial development. 
 
B. Government’s Sector Policy and Planning Framework 
 
5. The National Strategic Development Plan (NSDP) 2006–2010 is the Government’s 
overarching framework for reducing poverty through economic growth. The NSDP, which in 
early June 2008 was extended to 2013, is based on the Government’s Rectangular Strategy 
platform, in which a key pillar is enhancing the agricultural sector. It emphasizes the need to 
improve agricultural productivity and diversification in a market environment conducive to private 
sector participation. The Government has been reforming the agriculture sector since the mid-
1990s, when the country was transitioning from a centrally planned to a market economy. The 
reform has thus far achieved food self-sufficiency, price liberalization, and an improved land law. 
The sector reform is still ongoing with the aims to promote sustainable growth of market-based 
agriculture, improve agricultural productivity, and divest state-owned enterprises in the sector. 
 
6. Integral to improving agricultural production is to manage and develop Cambodia’s water 
resources. The Government’s National Water Resources Policy of 2004 calls for effective, 
sustainable, wise, and equitable use of water resources. The Law on Water Resources 
Management of 2007 reaffirms this policy and adopts an integrated water resources 
management and development approach. The Government’s water resources development 
priorities include to (i) rehabilitate and reconstruct the existing irrigation and drainage systems, 
and particularly in high poverty incidence areas and along the borders; (ii) strengthen and 
expand farmer water user communities by boosting membership and participation of women; 
(iii) develop and apply measures on flood and drought mitigation and management; (iv) promote 
private sector investment in irrigation, drainage, and other aspects of agricultural water 
management; and (v) promote appropriate and effective river basin management and water 
allocation systems. 
 
7. The Government has formulated its Strategy for Agriculture and Water1 that will 
concentrate the sector development and investments in five areas: (i) institutional capacity 
building and management; (ii) food security; (iii) agricultural and agribusiness (value chain); (iv) 
water resources, irrigation management, and land management; and (v) agricultural and water 
research, education, and extension. Furthermore, the strategy will guide not only the activities of 
the ministries of agriculture and water but also the support and investments of external 
development partners. 
 
8. Private sector investment in agriculture is gradually growing, but it is constrained by a 
lack of legal framework and competition. The awarding of agricultural land concessions is not 
commonly done in the open, and many of these concessions have failed to develop their lands. 
In recent years, the Ministry of Agriculture, Forestry, and Fisheries (MAFF) has disclosed details 
of agricultural land concessions at the urging of development partners. In mid-2007, MAFF 
reported cancelling five concessions because the owners failed to develop the lands. The Prime 
Minister has instructed that these lands be distributed to rural, landless poor.   
 
9. The objectives of Cambodia’s environmental management are to enhance 
environmental sustainability and contribute to sustainable economic growth, poverty reduction, 
and improvements in the lives of rural communities. The Law on Environmental Protection and 

                                                 
1 Ministry of Agriculture, Forestry and Fisheries and Ministry of Water Resources and Meteorology. 2007. Strategy for 

Agriculture and Water 2006-2010. Phnom Penh. 
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Natural Resource Management of 1996 serves as the legal framework for environmental 
management. The National Biodiversity Strategy and Action Plan promotes a broad-based, 
multisectoral approach to biodiversity conservation, takes into account the interests of many 
stakeholders, and involves local communities in environmental management. The importance of 
the Tonle Sap floodplain and freshwater resources has been recognized under the Royal 
Decree on the Protection of the Tonle Sap Biosphere Reserve from March 2001. Reform of the 
traditional fishing lot system in 2000 has significantly improved access to fisheries resources by 
poor farmers and fishers, but at the same time it contributes to uncontrolled open-access 
fisheries. The National Adaptation Program of Action to Climate Change of 2006 provides the 
framework to guide the coordination and implementation of adaptation initiatives and build 
synergies with other relevant environment and development programs. Its priorities address the 
immediate needs for adapting to the adverse effects of climate change in such key sectors as 
agriculture, water resources, coastal zone, and human health. 
 
C. Government’s Institutional Arrangements and Capacity in the Sector 
 
10. The MAFF is the lead agency responsible for development of the agriculture sector. Its 
capacity for planning, management, and implementation remains weak in spite of many years of 
assistance. Its organizational structure reveals overlap, with duplication of roles and 
responsibilities among its departments. The Ministry of Water Resources and Meteorology 
(MOWRAM) is responsible for planning and managing the use and conservation of water 
resources. It has achieved legal and policy frameworks to guide water sector development, 
including in the irrigation subsector. MAFF and MOWRAM are working closely to implement the 
Strategy for Agriculture and Water that aims to achieve the Government’s agricultural objectives 
in the NSDP. The capacity of both MAFF and MOWRAM is essentially weak, especially at 
subnational level. For example, the capacity of extension workers is constrained due to limited 
training, inadequate budget, and poor incentives. 
 
11. Other institutions that have direct or indirect roles and responsibilities for planning, 
implementing, and managing programs and activities in the agricultural, natural resources, and 
environmental sectors include the Ministry of Environment, the Ministry of Rural Development 
(MRD), the Cambodia National Mekong Committee, the Council for Agriculture and Rural 
Development, the Tonle Sap Basin Authority, and the Ministry of Interior. The Ministry of 
Environment is responsible for environmental management, including to conduct environmental 
impact assessment, manage protected areas, and conserve biodiversity. MRD is responsible for 
coordinating rural development activities that include providing such rural infrastructure as 
roads, schools, and health clinics. The Cambodia National Mekong Committee coordinates 
Mekong River Commission programs at the national level and provides links between that 
Commission’s Secretariat and the national ministries and line agencies. The Council for 
Agriculture and Rural Development is a high-level policy-making body responsible to formulate 
the Government’s road map for agricultural and rural development. The recently established 
Tonle Sap Basin Authority will promote sustainable development through monitoring 
development activities and environmental effects in the lake basin. The Ministry of Interior is 
responsible for implementing the Government’s decentralized and deconcentrated program in 
which subnational-level institutions, including the commune councils, have increased roles and 
responsibilities for decentralized rural service delivery. Overall, these agencies lack capacity 
and adequate financial resources to carry out their duties and responsibilities. Their continued 
reliance on external support from development partners will remain high for the foreseeable 
future. Moreover, the Government lacks the necessary mechanism for these agencies to 
coordinate and manage sector-wide strategy and for effective risk management, which are 
essential to obtaining increased donor support and ensuring effective sector performance. 
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D. Asian Development Bank Sector Experience 
 
12. The Asian Development Bank (ADB) has been supporting the Government in the 
transition from a centrally planned to a market economy with the first Agricultural Sector 
Program from 1996. The program initiated several reform measures to establish a policy and 
institutional framework for market-based agricultural growth. It achieved (i) enactment of the 
2001 Land Law to improve security in land tenure and ownership, (ii) introduction of mass media 
programs to provide better access to agricultural technology and market information, (iii) 
reorganization of state-owned public enterprises and establishment of a regulatory framework 
for the agricultural inputs market, (iv) launch of a divestment process for state-owned rubber 
estates, (v) introduction of a rural road maintenance plan and budget, and (vi) establishment of 
a legal and regulatory framework for rural finance development. Following completion of this 
program, the Government deemed it necessary to continue with a second Agriculture Sector 
Development Program to enhance agricultural growth to benefit the economy and reduce 
poverty. That Program is ongoing, and its scope includes support for (i) improving farmers’ 
ability to boost productivity, diversify toward higher-value products, and connect to markets; (ii) 
improving the market environment for private agro-based enterprise growth; and (iii) 
strengthening institutional capacity for competitive agricultural commercialization. 
 
13. ADB also assists the Government with the management and development of the 
country’s water resources (particularly irrigation facilities) and the rehabilitation of rural roads, 
both of which are essential for the Government to achieve its objective of expanding and 
improving agricultural production and access to markets. 
 
14. The Tonle Sap Basin Strategy, formulated in 2005, forms the basis for ADB interventions 
in a specific geographical area of the country—the Tonle Sap Lake Basin. It marks the 
introduction of basin-level strategic planning. The strategy’s development objective is to 
promote and facilitate (i) pro-poor, sustainable economic growth; (ii) access to assets; and (iii) 
management of natural resources and the environment. The strategy is based on three 
underpinning principles: (i) sustainable livelihoods, (ii) social justice, and (iii) a basin-wide 
approach. It concentrates in two areas: (i) rural development and the environment, and (ii) 
human development. The strategy is being implemented through a series of interlinked and 
sequenced technical assistance and loan and grant interventions over 10 years. 
 
15. Following the country strategy and program (CSP) midterm review of 2007, ADB 
commissioned an issues-and-options study of the agriculture and natural resources sector. It 
reveals that rural poverty in Cambodia is rooted in slow and variable growth of agriculture and a 
low level of rural sector development. This causes persistent low income, increasing inequality 
of income, food insecurity, asset alienation, and marginalization. It suggests that the strategy for 
accelerating agricultural growth and poverty reduction should be built within the framework of 
the Government’s Rectangular Strategy for agriculture, which comprises (i) productivity 
improvement and diversification, with access to information and communication technology; (ii) 
improvement of market access; (iii) pro-agriculture and pro-poor policy reforms; and (iv) 
institutional strengthening with good governance and effective service delivery. Moreover, the 
study recommends a programmatic approach for sustainable rural development centering 
around five thematic investment programs: (i) infrastructure building, (ii) technology 
development and diffusion, (iii) credit, (iv) marketing, and (v) institutional strengthening and 
service delivery. 
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E. Role of Other Development Partners in the Sector 
 
16. Several development agencies are providing external assistance to the agriculture 
sector in Cambodia. The World Bank’s involvement in agriculture and rural development has 
been closely linked to building the national-level capacity of MAFF through its agricultural 
productivity improvement project (in cooperation with the International Fund for Agricultural 
Development [IFAD]). The World Bank, with additional funding from the German government 
through Deutsche Gesellschaft für Technische Zusammenarbeit (GTZ), is also helping 
Cambodia to improve land management and land tenure security through land titling. The 
European Union has facilitated rural development in six provinces around Phnom Penh, through 
rice seed improvement, irrigation development, microfinance, and rural infrastructure 
development. In cooperation with local nongovernment organizations, it is currently engaged in 
various small-scale food security projects. In 2005, it began a multi-component program in the 
northwestern region of Cambodia and provided a grant to the livestock subsector. The 
Australian Agency for International Development focuses on building capacity at MAFF’s 
Department of Agricultural Extension and the Cambodia Agricultural Research and 
Development Institute, and it is also engaged in improving rice seed quality and postharvest 
handling of rice through its agricultural quality improvement project. IFAD provides support for 
improving agricultural productivity through microfinance and extension services in the 
northwestern region, and, together with GTZ, it focuses on community-based rural development 
through improving agricultural extension services and developing rural infrastructure in 
Kampong Thom and Kampot provinces. The IFAD rural poverty reduction project in Prey Veng 
and Svay Rieng was approved in 2003. It follows a multi-component and integrated approach, 
with a focus on poor households’ capacity to improve their livelihoods through intensified and 
diversified production. Food security, commercialization, and participatory agricultural extension 
are areas also supported by other providers of external assistance, including the Food and 
Agricultural Organization, the Danish International Development Agency, and the Canadian 
International Development Agency. The Agence Française de Développement promotes 
commercial agriculture development (e.g., peri-urban fruit and vegetable, smallholder rubber, 
and silk production) and provides substantial support for rehabilitating and expanding irrigation 
schemes (mainly in cooperation with ADB). In accordance with Cambodian water sector 
policies, this includes community development and agricultural extension activities in parallel 
with most irrigation rehabilitation projects funded by the European Union, the World Bank, the 
World Food Program, Japan, Italy, and several nongovernment organizations. 
 
F. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
17. During consultations with the Government at the CSP midterm review in 2007 and the 
Country Programming Mission in 2008, the Government reaffirmed that improving Cambodia’s 
agricultural production remains a key cornerstone of its development priority. This priority has 
taken on even greater importance in the current global environment in which soaring food and 
fuel prices are severely affecting the poor and undercutting many achievements made in 
poverty reduction. The Government has requested emergency assistance from ADB, which has 
agreed to maintain access to food for vulnerable groups. While this measure addresses 
immediate needs, the Government also would like assistance to address medium-to-longer-term 
needs in the sector so as to maintain the country’s ability to provide food security and to 
improve agricultural production in the coming years. This is along the line of the Government’s 
previous request for ADB to intensify its support to agriculture and rural development so as to 
deepen poverty reduction. Hence, the current CSP sector outcomes are (i) higher agricultural 
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production through increasing agricultural land under irrigation and rice yield, (ii) improved 
market environment for private agro-based enterprise growth, (iii) effective decentralized rural 
service delivery, (iv) sustainable management and conservation of natural resources, and (v) 
reduced economic losses from floods and droughts. The key outputs supported by ADB will 
include (i) supporting agriculture sector reform and enhancing practical extension services and 
the environment for agro-based enterprises and for competitive agricultural commercialization, 
including to promote rural access to information and communication technology facilitating 
farmers’ access to market information; (ii) supporting irrigation development; (iii) supporting 
livelihood and rural infrastructure investments; (iv) facilitating community mobilization and 
strengthening community-based organizations; (v) managing natural resources through river 
basin planning and a development approach; and (vi) supporting institutional strengthening for 
decentralized rural service delivery and public financial management for rural development. In 
sharpening ADB’s support of these sector outputs, the direction of ADB’s operations in the 
sector for the balance of the CSP period will focus on (i) careful implementation of existing 
programs and projects in the sector (such as the Agriculture Sector Development Program) to 
ensure progress on key policies and inputs, (ii) development of an overarching multisectoral 
rural policy reform platform and related institutional arrangements for coordinated oversight of 
its implementation, (iii) deepening of the Tonle Sap Initiative as an operational piloting of such 
multisectoral rural poverty reduction, (iv) expansion of the public financial management reform 
program for rural development to ensure effective delivery of agricultural and rural development 
and to catalyze additional donor support, and (v) subregional initiatives on new agriculture 
solutions. 
 
G. Links to CSP Outcomes and Other Sectors and Thematic Areas 
 
18. The pillars of the CSP are: (i) sustainable pro-poor economic growth, (ii) inclusive social 
development, and (iii) improved governance and public service delivery. ADB’s program of 
lending and technical assistance projects for the agriculture and natural resources sector 
through the remaining period of the CSP will feed into all three strategic pillars by (i) reforming 
and strengthening the sector to promote rural growth through improved agricultural production 
and diversification; (ii) strengthening public financial management in the agriculture-and-rural 
development sector to enable efficient, transparent, and accountable delivery of public services; 
(iii) facilitating community mobilization for community development that will foster community-
based natural resource management and means for accessing assets; and (iv) strengthening 
local institutions through decentralized operation. The program in this sector will require 
multisectoral and crosscutting assistance. Accordingly, ADB’s existing areas of assistance—as 
well as any new program—for the balance of the CSP period must take the form of an 
integrated program that mutually reinforces agriculture and rural development and be 
sequenced in a manner that builds on previous programs to deepen and expand agricultural 
and rural development and continue capacity and skill development. This means infrastructure 
interventions must provide a stronger focus on rural infrastructure (such as rural water supply 
and sanitation and rural roads that link up with irrigation development). Financial sector 
interventions must take due account of enhancing access to rural finance. SME-related 
interventions must promote backward linkages to agribusiness and the rural economy. 
Education interventions must ensure knowledge inputs for farmers and rural industries, 
including through vocational training.  
 
H. Indicative Areas for Interventions 
 
19. Priority areas for intervention in the sector during the balance of the CSP period will be 
(i) increased agricultural production and diversification, especially for smallholders to ensure 
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food security; (ii) management of water resources through a river basin management approach; 
(iii) strengthening capacity for decentralized rural service delivery, including capacity building for 
fiscal decentralization; (iv) development of renewal energy options; (v) reduction of risk from 
flood disaster through flood management and mitigation; and (vi) building capacity for public 
financial management in the sector through strengthening financial procedures and controls and 
the internal audit function. 
 
I. Monitoring Mechanism 
 
20. The CSP’s results framework will serve as a planning and management tool that defines 
the links between strategic development goals, outcomes, indicators, and interventions. The 
annual CSP update exercise will evaluate progress made in delivering key results in the sector 
road map. Where appropriate, the road map will be refined to fit the context of the country’s 
development activities and priorities. Specific individual project review missions will also enable 
monitoring progress against the sector outcomes. In addition, ADB participation in the joint 
government-donor technical working group on agriculture and water will facilitate dialogs and 
monitoring of the sector outcome. The Government will be urged to take on the responsibility to 
coordinate, guide, and monitor sector development and progress. 
 

Table A4: Sector Results Framework 
 

Relevant CSP Outcomes 
 

Sector-Level Outputs 

CSP Outcomes 
Relevant to the 

Sector 

Key 
Opportunities 

and Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking 
Indicators / 
Interim Indicators 

ADB Assistance Risk 

Increased 
agricultural 
production by 
way of 
expanding 
agricultural land 
under irrigation 
and rice yield 
enhancement 
 
Improved market 
environment for 
private 
agro-based 
enterprise 
growth 
 

Traditional 
agriculture inputs 
like irrigation are 
limited. 
 
Low agricultural 
productivity and 
crop 
diversification due 
to limited access 
to improved seeds 
and knowledge 
 
Weak extension 
services for 
agriculture and 
irrigation 
 
Access to 
effective rural 
financial services 
is inadequate. 
 
Weak farmer 
organizations limit 
their ability to 
raise marketable 
surpluses.  
 

Increased 
agricultural land 
under irrigation  
 
Strengthened 
extension services 
for agriculture and 
irrigation 
 
Enhanced agro-
based enterprises 
and competitive 
agricultural 
commercialization 
environment 
 
Community 
mobilization to 
support agriculture 
and rural 
development 
organized and 
strengthened. 
 

At least 35,000 
hectares (ha) will 
be rehabilitated. 
 
Sustainable 
participatory 
management of at 
least 15 irrigation 
schemes operating 
by 2010. 
 
Extension support 
provided in 10 
provinces by 2010. 
 
Successful 
implementation of 
agricultural reform 
measures, 
including the 
divestment of state-
owned enterprises 
 

Irrigation 
development 
investments 
through integrated 
water resources 
management 
within river basin 
approach 
 
Farmer water user 
communities are 
established and 
strengthened. 
 
Extension 
services for 
agriculture and 
irrigation are 
strengthened and 
delivered to 
farmers through 
agriculture sector 
development 
project. 
 
Emergency Food 
Assistance 
Program 
 

Inadequate budget 
for irrigation 
maintenance 
 
Government unable 
to sustain capacity 
building efforts for 
both farmer water 
user communities 
and extension 
services. 
 
Government does 
not keep 
commitment to 
maintain its course 
on agriculture sector 
reform. 
 
Lack of political 
commitment to 
private agro-based 
enterprise growth 
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Relevant CSP Outcomes 
 

Sector-Level Outputs 

CSP Outcomes 
Relevant to the 

Sector 

Key 
Opportunities 

and Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking 
Indicators / 
Interim Indicators 

ADB Assistance Risk 

 
 

Commercialization 
of agriculture is 
lacking. 
Availability and 
access to 
information, 
communication 
technology, and 
private sector 
investment for 
commercialized 
agriculture are 
limited. 
 
Integration of 
multisector rural 
development 
inputs under a 
comprehensive 
policy and 
institutional 
arrangement is 
lacking.  
 
Coordination of 
sector-wide 
strategy and 
effective risk 
management for 
increased donor 
support is 
required. 
 
Transportation 
network linking 
rural areas and 
market centers is 
in poor condition. 
 
“New agriculture” 
solutions to 
address 
environmental 
challenges and 
provide regional 
markets for value 
added products 
need promotion. 
 
Subnational-level 
institutions have 
weak capacity that 
needs 
strengthening to 
ensure improved 
local governance 
and efficient 
delivery of 
decentralized 
services. 
 
 
 

Institutional 
strengthening for 
improved service 
delivery, project 
and financial 
management 
 
Improved rural 
infrastructure 
 

Agro-enterprise 
resource services 
are introduced to 
link farmers, 
enterprises, and 
traders in 4 
provinces. 
 
Institutional 
capacity 
strengthening for 
agricultural 
commercializa-tion 
to be provided to 
200 agricultural 
staff. 
 
About 120 km of 
additional rural 
access roads are to 
be rehabilitated 
and maintained. 
 
Rural markets are 
established in at 
least 15 communes 
in the Tonle Sap 
basin. 
 
Public financial 
management and 
internal audit 
function are 
integrated into the 
operation of MAFF, 
MOWRAM, and 
MRD. 
 

Sector reforms 
are supported 
through 
agriculture sector 
development 
program. 
 
Pilot Rural 
Technology 
Demonstration 
and Capacity 
Building for 
Sustainable Rural 
Development and 
Poverty Reduction 
 
Sustainable 
livelihoods 
activities in the 
Tonle Sap basin 
supported through 
a series of 
interlinked Tonle 
Sap Initiative 
projects. 
 
GMS: Assistance 
for the 
Implementation of 
Core Agriculture 
Support Program 

Government does 
not commit to 
effective PFM in 
MAFF, MRD, and 
MOWRAM and to 
institutionalize a 
coordination body 
for sector-wide 
strategy and 
development inputs. 
 
Inadequate budget 
for rural road 
maintenance 
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Relevant CSP Outcomes 
 

Sector-Level Outputs 

CSP Outcomes 
Relevant to the 

Sector 

Key 
Opportunities 

and Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking 
Indicators / 
Interim Indicators 

ADB Assistance Risk 

Improved 
capacity of local 
public 
administration to 
(i) manage 
development of 
communities; (ii) 
be effective as 
grassroots 
mechanisms to 
strengthen 
accountability, 
responsiveness, 
and 
transparency of 
public sector 
administration; 
and (iii) improve 
the effectiveness 
and reach of 
public service 
delivery 
 
Sustainable 
management 
and 
conservation of 
natural 
resources 

National 
Assembly passed 
in March 2008 the 
Law on 
Administrative 
Management of 
Capital, 
Provinces, 
Municipalities, and 
Districts/Khan 
(also known as 
the Organic Law). 

Weak financial 
management and 
internal controls at 
the subnational 
level 

Commune councils 
lack basic, 
administrative 
capacity and 
financial resources 
to implement their 
commune 
development 
priorities. 

Most councilors 
and concerned 
staff are not 
familiar with local 
government 
systems and with 
their roles and 
responsibilities. 

Comprehensive 
basin 
management is 
lacking. 
 
Natural resource 
management is 
not a coordinated 
process. 
 
Local institutions 
and community-
based 
organizations 
have weak 
capacity, limiting 
their ability to 
manage natural 
resources in a 
sustainable 
manner. 
 
 
 

Effective 
implementation of 
the Organic Law 
by defining the 
roles and 
responsibilities of 
each level of 
subnational level 
authority 

Effective 
decentralized rural 
service delivery 

Established and 
strengthened 
public financial 
management at 
the decentralized 
level to enable 
fiscal 
decentralization 

Adequate financial 
resource at 
commune council 
level for 
implementation of 
commune 
development 
priorities 

Management of 
natural resources 
through river basin 
planning and 
development 
approach within 
the Tonle Sap 
basin is adopted. 
 
Fish sanctuary in 
the Tonle Sap 
Biosphere 
Reserve core area 
managed under 
the biosphere 
reserve 
framework. 
 
Improved rural 
livelihoods to 
reduce pressure 
on Tonle Sap 
basin resources. 
 
 

Internal control 
system at 
subnational level 
for public finances 

Local authorities in 
at least 5 provinces 
around Tonle Sap 
Lake are 
familiarized in and 
implement public 
financial 
management 
activities. 

Target communes 
plan and manage 
their own commune 
budgets. 

Communes 
implement 
livelihood 
enhancement 
projects. 

Integrated water 
resources 
management in a 
river basin context 
adopted and 
applied in at least 8 
river subbasins of 
the Tonle Sap 
basin. 
 
A new 
management 
system for the core 
areas is 
established. 
Rural communities 
in at least 70 
communes will 
have access to 
funds to implement 
their community 
development plans. 
 
 

Sustainable 
livelihoods 
activities in the 
Tonle Sap basin 
supported through 
a series of 
interlinked Tonle 
Sap Initiative 
projects. 

Public Financial 
Management for 
Decentralized 
Services 

Support to Rural 
Decentralization 
Capacity Building 

Support to Fiscal 
Decentralization 

Tonle Sap 
Poverty Reduction 
and Smallholder 
Development 

Emergency Food 
Assistance 
Program 

Irrigation 
development 
investments 
through integrated 
water resources 
management 
within river basin 
approach 
 
Sustainable 
livelihoods 
activities in the 
Tonle Sap basin 
supported through 
a series of 
interlinked Tonle 
Sap Initiative 
projects. 
 

Overlapping 
responsibilities at 
the subnational level 
may cause 
confusion and 
inaction. 

Inadequate budget 
to support 
decentralization 
programs 

Unwillingness of 
ministries to 
delegate functions to 
provincial 
departments to 
enhance public 
service delivery 

Powerful interests 
continue to grab 
land or monopolize 
natural resources. 
 
The new 
management system 
does not provide 
sufficient safeguards 
for the core areas 
that will be free of 
commercial fishing 
activities. 
 
Government does 
not sustain the 
decentralization and 
deconcentration 
process. 
 
Community-based 
organizations not 
sufficiently 
empowered for 
community-driven 
development. 
 
Access to 
community funds 
dominated by better-
off groups. 
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Relevant CSP Outcomes 
 

Sector-Level Outputs 

CSP Outcomes 
Relevant to the 

Sector 

Key 
Opportunities 

and Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking 
Indicators / 
Interim Indicators 

ADB Assistance Risk 

Reduced 
economic losses 
from floods and 
droughts 

 

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

A comprehensive 
flood mitigation 
and management 
plan 

A balance of 
structural and 
nonstructural 
measures 
implemented under 
a GMS investment 
project. 

GMS program 
investments 

 
 
 
 
 
 

Government has 
uncoordinated 
planning and does 
not commit to 
integrate water 
resource 
management 
approach. 

ADB = Asian Development Bank; CSP = country strategy and program; GMS = Greater Mekong Subregion; MAFF = Ministry of 
Agriculture, Forestry, and Fisheries; MRD = Ministry of Rural Development; MOWRAM = Ministry of Water Resources Management 
and Meteorology; PFM = public financial management. 
Sources: Royal Government of Cambodia and Aisian Development Bank.
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EDUCATION SECTOR ROAD MAP 

 
 
A. Sector Situation and Key Issues in the Sector  
 
1. Education continues to be accorded high priority in the national strategic development 
agenda. The Government’s strong political commitment to education is manifest in its National 
Strategic Development Plan (NSDP) 2006–2010, which recognizes education as a key factor in 
poverty reduction, and through gradually increasing budget allocations to the sector from the 
national recurrent budget (moving from 13.9% of the total in 2001 to 19.2% in 2007). The 
Government aims to achieve its long-term human resource development and capacity building 
objectives by ensuring that all Cambodian children and youth have equal opportunity to receive 
quality education, irrespective of socioeconomic status, geographic location, ethnicity, religion, 
language, gender, or disabilities.  
 
2. Cambodia has made significant progress in educational attainment. Achievements 
include adult literacy rates of 84.7% for males and 64.1% for females, a gross enrollment ratio in 
primary education of 121.9%, and a gross enrollment rate in secondary education of 44.65%. 
The transition rate to lower secondary education is 78.9% (78.5% for females) and 71.5% (71% 
for females) to upper secondary education.1 Particular emphasis has been placed on universal 
primary education, due to the Government’s strong commitment to Education for All and 
Millennium Development Goal 2. The Government has received extensive external support 
toward achieving these goals. In recognition of its commitment and efforts toward education 
reform, Cambodia qualified in 2006 for assistance from the Fast Track Initiative, established in 
2002 as a global partnership of developing countries and donors in the education sector. In May 
2007, the Initiative approved $57.4 million to further support the Government’s efforts to achieve 
universal primary education by 2010. Given the expansion of enrollments at the primary level 
and the needs of a rapidly expanding economy for skilled manpower, the Government is also 
intensifying efforts to strengthen the quality of education at all levels. 
 
3. The education sector is cited as one of Cambodia’s success stories. Despite the 
achievements, however, challenges relating to equity, efficiency, quality, and sustainability now 
dominate the educational agenda, and continuing disparities in access present critical 
challenges in achieving the Millennium Development Goals. Internal and external efficiency of 
education remains weak. The Government accords high priority to education reform through 
education system improvements targeting academic content, teaching quality, and planning and 
management. It also aims to end disparities by targeting assistance to disadvantaged groups.   
 
4. Although significant gains have been made in expanding primary education, the sector 
faces complex challenges of access, equity, and quality. The net enrollment rate (NER) at 
primary level is 93.3%, but survival rate is only 52.5%. Even though expansion at the primary 
level has heightened demand for lower secondary education, NER for lower secondary 
education is only 34.8% (35.9% for girls). NER is 28.1% in remote areas, indicating that over 
71.9% of children aged 12–14 are not enrolled in lower secondary education. Upper secondary 
subsector is also experiencing rapid expansion. NER rose from 9.3% (7.9% for girls) in 2004–
2005 to 14.8% (13.8% for girls) in 2007–2008. Lack of access is a major factor contributing to 
low enrollment. Despite significant expansion of school facilities over the last few years, around 
250 communes out of 1,621 communes have no lower secondary schools, and some 23 out of 

                                                 
1 Ministry of Education, Youth and Sports. 2008. Education Statistic and Indicators 2007/2008. Phnom Penh. 
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185 districts are still without upper secondary schools. Rapid expansion of facilities has also 
resulted in inadequately trained teachers and principals filling positions in the new schools.  
 
5. Shortage of trained teachers, inadequate teacher salaries, and continued use of informal 
payments impact enrolment, repetition, and dropout rates, thereby depressing education quality. 
The student-centered approach is not well implemented in most schools due to overcrowded 
classes and shortages of core textbooks, learning and teaching materials, and libraries. 
 
6. The newly established Ministry of Labor and Vocational Training (MOLVT) faces the dual 
challenge of catering to around 300,000 persons entering the labor market each year from 
2003–2007, when only around 150,000 new jobs were created annually.2 The current public and 
private technical and vocational education and training (TVET) providers can graduate only 
90,000 per school year. For both social and economic reasons, MOLVT is exploring different 
strategies to develop skills and link these to employment.  
 
B. Government’s Sector Policy and Planning Framework   
 
7. The Government is committed to providing universal access to 9 years of high-quality 
basic education by 2015. Its Rectangular Strategy for Growth, Employment, Equity and 
Efficiency places increasing secondary and post-secondary education and training opportunities 
at the center of development priorities. Following the experience gained in implementing the 
Education Strategic Plan (ESP) 2004–2008, the ESP 2006–20103 was developed through wide-
ranging consultations with all stakeholders. The major policy thrusts of ESP 2006–2010 are to 
(i) ensure easy and equitable access to education, especially to girls, ethnic minorities, and 
disadvantaged children, as well as those in high poverty areas; (ii) universalize 9-year basic 
education to enhance opportunities in life; (iii) increase quality and efficiency of education 
services through modernization and effective reform; (iv) link education and training to short- 
and long-term labor market needs and inculcate awareness of broader issues relevant to 
society, including life skills education, health education, and quality HIV/AIDS prevention; (v) 
further develop the youth and sports sector, with greater attention to youth in various walks of 
life; and (vi) build capacity and institutional development for decentralizing education planning 
and management.  
 
8. MOLVT is reviewing the National Technical Vocational Education and Training 
Development Plan4, which strategically outlines a 25-year development course (1995–2020). 
The intent is to make this the single, overarching document containing TVET’s priority goals and 
strategies, including to link training with employment, strengthen enterprise sector involvement 
in TVET, expand provincial training centers and the voucher system, and strengthen in-industry 
skills upgrading for employees. MOLVT is also implementing a two-track TVET development 
policy. Track 1 activities focus on poverty reduction and decentralizing decision making, and it is 
supported by the Government’s Program Budgeting funds and Asian Development Bank’s 
(ADB’s) Education Sector Development Program (ESDP) II resources. Track 2 is the longer-
term plan linking skills development programs to the needs of employers.  
 
C. Government’s Institutional Arrangements and Capacity in the Sector    
 
9. Over the years, the Ministry of Education, Youth and Sports (MOEYS) has seen steady 
improvement in its capacity to manage the demands of a rapidly expanding sector. The 
                                                 
2 National Training Board, Presentation Report, 3rd Meeting on 21 January 2008. 
3 The ESP 2006–2010 was developed to harmonize with the NSDP 2006–2010.    
4  According to MoLVT’s Report on achievement in 2007 and direction for 2008, 12-13 February 2008. 
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Government’s ESP 2006–2010 serves as the sector master plan. Under ESP, there are several 
subsector support programs and action plans that extend up to 2010 and 2015. The ESP is 
periodically reviewed in collaboration with supporting development partners. Government has 
also undertaken a comprehensive review of existing regulations and operational guidelines as 
part of the process to implement the newly promulgated education law. The law underpins key 
elements of education reform policies, including (i) financing related to providing 9 years of free 
basic education; (ii) staff pay policy linked to conditions of service; (iii) regulation of public 
private partnerships in education; (iv) greater transparency in education financing, including 
private contributions; (v) definition of authority and responsibility within the education service 
and for parents and communities; and (vi) defining the authority and responsibility of MOEYS in 
setting out policy and standards as well as related quality assurance and monitoring 
responsibilities. 
 
10. In recognition of the extensive reforms that Cambodia has undertaken, in May 2007, the 
Fast Track Initiative approved $57.4 million to help Cambodia achieve its goal of universal 
primary education. There is concern, however, that capacity is lacking to implement the initiative 
and achieve the targets for universal primary education.  
 
D. ADB Sector Experience  
 
11. ADB is a major donor in education, and, through its interventions, it has fostered 
effective policy dialogue between the Government, development partners, and other 
stakeholders. For over a decade, ADB has supported the education sector in Cambodia through 
the following projects and programs::  ((ii))  Basic Skills Project (1995), (ii) Basic Education Text 
Book Project (1996), (iii) Emergency Flood Rehabilitation Project (2000), (iv) ESDP I (2001), 
and (v) ESDP II (2004). ESDP I was the first step toward a sector-wide approach in education, 
and it supported development of the Education Sector Support Program 2001–2005, which was 
the first comprehensive national program for education development.  
 
12. ESDP I and ESDP II were both sector development programs with a program 
component that supported key areas of policy development and sector reform. Their investment 
components focused on expanding equitable access to basic as well as secondary education. 
ADB has also provided targeted support for expanding access to primary education in 
disadvantaged communes—expanding capacity of 340 incomplete primary schools to provide 
full primary education (grades 1–6)—and to reduce access barriers to secondary education for 
poor girls by piloting provision of three dormitory-cum-learning centers. The experience from 
ADB-financed investment projects indicates remarkable increase of gross enrolment rates in 
primary and secondary education. However, significant annual repetition and dropout rates are 
major constraints in achieving targets set by Education for All and the Millennium Development 
Goals. These constraints exist due to deficiencies in (i) systematic and functional linkages and 
efficient enforcement of school, teacher, and student performance monitoring; (ii) facilities 
development, including learning and teaching materials and sanitation facilities; (iii) 
decentralized learning centers and residential facilities, especially for girls; (iv) needs-based 
teacher development, training, and deployment; (v) curriculum and textbook development and 
provision; (vi) student promotion and examination standards; (vii) efficient teacher development 
and training institutions; and (viii) effective coordination between MOEYS and development 
partners in the education sector. These issues will need to be addressed through the ongoing 
and proposed support to the education sector.  
 
13. ADB has expended considerable resources to support MOLVT in enhancing the capacity 
of national and provincial training boards to facilitate skills training in the poorest communes and 
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in introducing a sustainable skills training voucher system. However, links with the needs of 
industry remain weak. This is due to a lack of business and industry involvement in training, 
weak labor market information systems, and lack of coordination and linkages between the 
supply side (training providers) and the demand side (business and industry). ADB will help the 
Government to develop a comprehensive policy and institutional framework, as well as to 
identify strategies to strengthen capacity for developing a dynamic TVET subsector that can 
respond to the needs of the rapidly growing urban and underdeveloped rural economies.  
  
E. Role of Other Development Partners in the Sector 
 
14. A large number of donor agencies and nongovernment organizations have been 
involved in the sector since the 1990s. External assistance to the sector has grown significantly 
in the past 6 years, and its total external funding for the period 2005–2010 is estimated at 
$208.15 million.5 Apart from ADB, the World Bank is the other major donor in the sector. It has 
assisted in expanding access to basic education through constructing lower secondary schools 
in parallel with ADB and by promoting the inclusion of disadvantaged children in education. It 
has also supported teacher standards development and setting up a national assessment 
system. Other donors in education include the European Commission, Japan International 
Cooperation Agency (JICA), and UNICEF with the Swedish International Development 
Cooperation Agency (Sida). The European Commission is providing targeted budget support to 
MOEYS. JICA has supported primary school construction in Phnom Penh. It has also provided 
support for developing core curriculum, textbooks, and teacher training for science, and for 
providing libraries at the secondary level. UNICEF and Sida have supported community-based 
preschool and parenting education, multi-grade and bilingual education, life skills, an 
accelerated learning program for over-age children, and the promotion of child-friendly schools. 
United Nations Educational, Scientific and Cultural Organization (UNESCO) has supported 
capacity building for implementing and assessing the National Education for All Action Plan, 
especially in early childhood education and care, HIV/AIDS, higher education, and nonformal 
educational and cultural activities. United States Agency for International Development (USAID) 
has assisted the Ministry in revising the basic education curriculum and developing attainment 
standards. United Nations Population Fund (UNFPA) has assisted programs in life skills, sexual 
and reproductive health, and HIV/AIDS for in-school and out-of-school youth. World Food 
Program is supporting a school feeding project for poor children, and Belgium Directorate 
General for Development Cooperation is supporting teacher and school management training. 
  
15. Over the past 7 years, development partners have used a broadly defined sector-wide 
approach to align external assistance with MOEYS’ strategic planning priorities and to ensure 
that, as far as possible, Government procedures are used in implementing donor programs. 
Coordination of external assistance has been improved by the annual reviews of the Education 
Sector Support Program6 and through the Education Sector Working Group. Despite this, 
however, much of the external assistance in the sector remains fragmented. 
 
16. Coordination and information sharing needs to be strengthened to reduce fragmentation 
of external assistance. The Education Sector Working Group, established in 1999, meets 
monthly and provides a forum to discuss common issues of major concern in the sector. In 

                                                 
5 The Education Sector Working Group. 2006. Cambodia Education Sector, Donor Performance Report 2005/2006. 

Phnom Penh. 
6 Since 2006, the Education Sector Support Program review has been merged with the annual education congress 

and jointly reviewed by the Government, donors, and nongovernment organizations. ESP 2006–2010 had been 
developed to harmonize with the NSDP 2006–2010. In April 2008, MOEYS and development partners conducted a 
midterm review of ESP/ESSP 2006–2010.   
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2005, a Joint Technical Working Group on Education was formed to encourage coordinated 
development of the education sector under the Government’s leadership and ownership. That 
working group, established under the umbrella of the Government-Donor Coordination 
Committee, is chaired by MOEYS.    
    
F. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
17. The broad goals of ADB’s support to the education sector have been policy reform, as 
stipulated in the Sector Wide Policy Action Matrix (2004–2008 and 2006–2010), and overall 
institutional capacity development for more efficient delivery of education in order to promote 
equitable access to school education and support demand-driven community-based skills 
development.  
 
18. ADB’s assistance for the balance of the country and strategy program (CSP) period will 
continue to (i) advance sector-wide policy reforms by supporting implementation of the sector-
wide policy action matrix of ESP 2006–2010 and supporting an Education Law that would 
legislatively stipulate education financing policy, staff pay policy, regulation of public-private 
partnership, authority and responsibilities of MOEYS for standards and monitoring of quality, 
and the roles of parents and communities; (ii) support MOEYS in its institutional reform toward 
public financial management and merit-based education administration for maximizing the 
resource envelope commitments on education; (iii) operationalize education quality 
improvement standards and delivery in terms of teacher development and training, student 
learning assessment, textbook development and provision, information and communication 
technology for resource schools, decentralized learning centers and residential facilities, and the 
potential overarching policy role of the National Institute of Education; and (iv) reinforce the 
linkage between education and rural development in terms of knowledge inputs for the growing 
rural labor force through an intensified focus on technical and vocational training. ADB will also 
continue to target support to expanding access for disadvantaged groups, particularly girls. 
Thus, ADB assistance will support both qualitative as well as quantitative targets leading to a 
better educated population and a more qualified work force.  
 
G. Links to CSP Outcomes and Other Sectors and Thematic Areas 
 
19. ADB’s CSP for Cambodia (2005–2009)7 highlights three strategic pillars (broad-based 
and sustainable economic growth, inclusive social development, and good governance). The 
CSP midterm review 2007–2009 has confirmed the CSP’s strategic thrust, and ADB’s program 
of lending and technical assistance (TA) projects for the education sector feed into two of these 
strategies by focusing on (i) increasing access to education and enhancing education quality 
(including technical and vocational training), and especially in remote, disadvantaged areas and 
for school leavers and out-of-school youth, in order to strengthen human capital and thus 
contribute to inclusive social development; and (ii) developing and enforcing the Education Law 
and governance for decentralization, which, in turn, improves governance and education service 
delivery. The education sector projects and programs are consistent with the education sector 
strategy, which itself supports the Government’s Rectangular Strategy for Growth, Employment, 
Equity and Efficiency 2003–2008 and the NSDP 2006–2010. They are also consistent with 
ADB’s education policy, which underscores the need for long-term commitment in the sector to 
ensure that interventions are sustainable in the long term.   
 
 

                                                 
7  ADB. 2005. Country Strategy and Program, 2005-2009: Cambodia. Manila. 
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I. Indicative Areas for Intervention 
 

20. Based on its experience in the sector, ADB has taken a realistic view of institutional and 
capacity issues and therefore extended its support to education by providing a grant of $27 
million in 2007 to support strengthening institutional capacity and policy development for 
enhancing the quality of school education.  
 
21. Given ADB’s successful involvement in MOLVT’s subsector (the Basic Skills Project was 
rated highly satisfactory), and given that ESDP II is further strengthening institutional capacity 
and piloting community-based demand-driven skills training, ADB will help the Government 
through a number of projects, as described below: 

(i) Project preparatory TA in 2008 to strengthen technical and vocational education. 
The TA will assist the Government to prepare a project that will help achieve its 
goal of sustained economic growth by improving the earning potential of the 
country’s youth. 

(ii) A project in 2009 to enhance technical and vocational education. The project will 
contribute to strengthening the TVET system for more efficient delivery and 
better quality of TVET. It will increase the percentage of skilled labor force as well 
provide opportunities to disadvantaged people and those from rural areas to 
acquire skills for income generation. The project will focus on providing skills that 
are relevant to the growing economy in the urban areas. In rural areas, skills 
provision will center around agriculture-based business development to ensure 
its relevance. The project will also strengthen labor market information systems, 
explore stronger linkages with the private sector, strengthen the policy 
framework, and build upon past interventions. 

(iii) A Japan Fund for Poverty Reduction project in 2009 to support the goals of 
economic growth through a better skilled and more productive rural and urban 
workforce. The outcomes of the project will be to (a) increase added-value to 
agriculture produce through postharvest skills development, and (b) provide 
technical skills to youth through a skills bridging program. The project will help 
the Government to scale up viable TVET options. 

(iv) Preparatory TA in 2010 to expand access and strengthen secondary education to 
ensure a larger, better educated, and more skilled work force through 
strengthened institutional capacity for management and delivery of better quality 
education; better qualified teachers; a strengthened network of resource schools; 
improved quality of secondary education; and greater access for girls and 
children from disadvantaged and remote areas to quality secondary education. 

 
J. Monitoring Mechanism 
 
22. Progress in achieving the outcomes and outputs of this sector road map will be 
assessed through (i) project and program review missions; (ii) a project performance 
management system; (iii) country partnership strategy reviews; and (iv) regular policy, program, 
and joint monitoring indicator reviews through the Joint Technical Working Group on Education.  
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Table A5: Sector Results Framework 

 
 

 
Relevant CSP Outcomes 

 
Sector-Level Outputs 

CSP Outcomes 
Relevant to the 

Sector 

Key Opportunities 
and Constraints 

 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking 

Indicators / 
Interim Indicators 

 
 

 
ADB 

Assistance 

 
 
 

Risk 

Inclusive social 
development 

Net enrollment 
ratio in primary 
education 
increased from 
91.9% in 2005 to 
100% in 2010. 

Net enrollment 
ratio in lower 
secondary 
education 
increased from 
26.1% in 2005 to 
75% in 2010. 

By 2010, 10,000 
new teachers to 
be trained at all 
levels per annum 
from current level 
of 5,000 per 
annum. 

Ratio of girls to 
boys in lower 
secondary 
education to 
increase from 
77% in 2005 to 
100% in 2010. 

 

Resource 
allocation 
remains low. 
  
Weak institutional 
capacity for 
education planning, 
management, and 
administration 
 
High repetition 
rates and dropout 
rates at primary 
level; low rates of 
transition and 
overall low 
enrollment at lower 
and upper 
secondary 
education 
 
Persisting 
disparities in 
access based on 
gender and other 
socioeconomic and 
geographic factors 
at all levels 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Provision of school 
facilities  
 
Targeted intervention 
for disadvantaged 
children, particularly 
girls 
 
Strengthened 
institutional capacity 
of teacher training 
institutions, including 
National Institute of 
Education, and of the 
departments and 
agencies responsible 
for curriculum 
development, 
textbook preparation, 
and examinations 
 
Upgrade teaching and 
learning facilities in 
schools. 
 
Sustained 
strengthening of 
institutional capacity 
to deliver better 
quality education 
 
Upgrade and 
strengthen capacity of 
institutions and 
agencies responsible 
for education delivery. 
  
Improved pedagogical 
content of teacher 
training programs, 
revised upper 
secondary curriculum, 
new textbooks 
 
Opportunities 
enhanced for 
disadvantaged groups, 
particularly girls, to 
join the teaching force. 
 
Increased enrollment 
among disadvantaged 
groups, particularly 
girls, through  
scholarships 
 
 
 

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

400 lower 
secondary schools 
in underserved 
communes built 
(2005–2010). 

24 upper 
secondary 
resource schools 
built (2005–2010). 
 
25 upper secondary 
schools in under-
served rural areas 
built (2005–2010). 
 
Skills training 
management, 
facilities, and 
equipment in 7 
provinces upgraded 
(2005–2010). 
 
Participation from 
the poorest 40% of 
communes in skills 
training increased 
from 12,000 to 
120,000 (2005–
2008). 
 
Apprenticeship 
enrollment 
increased from 
5,000 to 25,000 
(2005–2008), with  
50% women in all 
training courses. 
 
Regulations and 
operational 
guidelines issued 
covering schooling, 
TVET, and higher  
 
education between 
2005 and 2010. 
 
New operational 

JFPR 9061-
CAM: 
Improving 
Primary 
School 
Access in 
Disadvan-
taged 
Communes   
 
ESDP II 2122-
CAM: Second 
Education 
Sector 
Development 
Project 

 
ADTA 4777-
CAM: 
Dormitories 
and Learning 
Centers for 
Secondary 
Schoolgirls 
 
The proposed 
Enhancing 
Education 
Quality Project 
(under 
preparation) 
 

Resource 
allocations and 
availability are 
inadequate to 
support sector 
reforms. 
 
External 
assistance to the 
sector remains 
fragmented, 
resulting in less 
than optimum 
impact. 
 
Limited capacity of 
Executing Agency 
hinders effective 
implementation. 
 
Lack of 
coordination at 
MOEYS 
management level   
 
 



Appendix 5 59 

 

 
Relevant CSP Outcomes 

 
Sector-Level Outputs 

CSP Outcomes 
Relevant to the 

Sector 

Key Opportunities 
and Constraints 

 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking 

Indicators / 
Interim Indicators 

 
 

 
ADB 

Assistance 

 
 
 

Risk 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

guidelines issued 
for NTB, NTF, PTB, 
and Sectoral 
Council between 
2005 and 2010. 
 
Resource school 
network ensures 
high-quality upper 
secondary school 
graduates from 
each province 
(2005–2010). 
 
National 
qualifications 
framework 
established (2005–
2010). 
 
Occupational 
standards, 
guidelines, and 
training 
accreditation and 
evaluation 
upgraded (2005–
2010). 
 
Capacity and 
function of National 
Institute of 
Education 
strengthened and 
expanded by 2012. 
 
Capacity and 
functions of teacher 
training colleges at 
the regional and 
provincial levels 
strengthened and 
expanded by 2012. 
 
Capacity of 
curriculum, 
textbook 
development, and 
examination 
departments 
strengthened by 
2012. 
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Relevant CSP Outcomes 

 
Sector-Level Outputs 

CSP Outcomes 
Relevant to the 

Sector 

Key Opportunities 
and Constraints 

 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking 

Indicators / 
Interim Indicators 

 
 

 
ADB 

Assistance 

 
 
 

Risk 

Improved 
governance and 
improved public 
service delivery 
 
Improved quality 
and internal 
efficiency of 
education in 
Cambodia with 
more effective 
secondary 
education, and 
more effective 
education 
management and 
administration 
system  
 

Public-private 
partnership in the 
education sector is 
weak. 
 
Policy framework 
for teacher 
education and 
teacher 
management does 
not exist. 
 
Functions and 
organizations of 
MOEYS have not 
been updated. 
 
 
      

Strengthen the 
legislative and 
regulatory framework 
for quality assurance 
of education services. 
 
Support 
decentralization and 
deconcentration in 
education planning, 
management, and 
administration. 
 
 

Draft education law 
adopted by the 
National Assembly 
by 2007. 
 
Action plan on pay 
reform strategies, 
including, among 
other things, staff 
development 
strategies and staff 
qualifications, 
developed by 2007. 
 
Education Law 
disseminated within 
6 months of being 
adopted by the 
National Assembly.  

Decentralization 
planning and 
management 
capacity 
strengthened by 
2010. 

Policy framework 
for teacher 
education and 
teacher 
management 
completed by late 
2009. 

Functions and 
organizations of 
MOEYS updated 
by 2009. 

 

ESDP II 2121-
CAM: Second 
Education 
Sector 
Development 
Program 
 
ADTA 4468-
CAM: 
Education 
Regulatory 
Reform and 
Governance 
for 
Decentraliza-
tion 
 
The proposed 
Enhancing 
Education 
Quality Project 
(under 
preparation) 
 
 

Delays in adoption 
of Education Law 
by the National 
Assembly 
 
Limited capacity of 
Executing Agency 
hinders effective 
implementation. 
 
Lack of specific 
mechanisms for 
monitoring policy 
effectiveness 

 
Resource 
allocations and 
availability are 
inadequate to 
support sector 
reforms. 
 
 

ADB = Asian Development Bank; CSP = country strategy and program; ADTA = advisory technical assistance; CAM = Cambodia; 
ESDP II = Second Education Sector Development Project; JFPR = Japan Fund for Poverty Reduction; MOEYS = Ministry of 
Education, Youth and Sports. 
Sources : Royal Government of Cambodia and Asian Development Bank. 
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FINANCIAL SECTOR ROAD MAP 
 
A. Sector Situation and Key Issues in the Sector 
 
1. Following the political instability and institutional destruction of the late 1970s and early 
1980s, Cambodia’s financial system has been undergoing rapid development based upon 
private sector participation. At the end of April 2008, the formal financial system comprised the 
National Bank of Cambodia (NBC), 19 private commercial banks, 6 specialized financial 
institutions, 2 representative offices of foreign-based banks, 16 licensed and 26 registered 
microfinance institutions (MFIs), and 6 insurance companies. Cambodia also aims to develop 
securities markets within the medium term. The predominantly rural nature of the economy, high 
transaction costs, the inability of the real sector to put together bankable projects, and low 
creditor confidence have been the main factors causing low levels of formal intermediation and 
outreach within the sector, slow development in nonbank financial institutions, and a limited 
range of products and services being offered. 
 
2. Dominated by its banking subsector, Cambodia’s financial sector has been growing from 
a very low base. The M2 money supply as a share of gross domestic product (GDP) was 
around 26% at the end of 2007 compared to 13% in 2001. Credit to the private sector increased 
from 6.2% in 2001 to 18.3% of GDP in 2007, and total bank deposits to GDP was 26.6% in 
2007 compared to 10.4% in 2001. There is rising public confidence in the banking system, as 
seen in total deposits growing by an annual average of 34% and bank assets by an annual 
average of 28.4% between 2001 and 2007 (private sector credit increased by 76% in 2007). 
While banks have been free since 1995 to determine their own interest rates, average annual 
interest rate spreads between lending and deposit have been on a declining trend. But they are 
still high. For dollar-denominated assets, the spread stood at 11% in 2007 (a decline from 
around 15.3% in 2004). This reflects banks’ perception of high credit risks. Credit, which is 
concentrated in a few banks, is almost entirely collateralized against the booming real estate 
market. Some banks’ assets are increasingly vulnerable to real estate risks. While reported 
system-wide nonperforming loans remain below 10%, there are concerns about the quality of 
asset classification. Recent rapid credit expansion reinforces the critical importance of strong 
banking supervision and enforcing compliance with prudential regulations (with priority given to 
assessing asset quality). 
 
3. The microfinance industry has been expanding rapidly since licensing commenced in 
2002. It provides a link from the formal financial sector to rural households and 
microenterprises. The number of active borrowers totaled more than 624,000 (4.3% of the total 
population) at the end of 2007, with potential for further growth. Microfinance lending has 
expanded from $35.9 million in 2001 to $160.1 million in 2007, with reported nonperforming 
loans below 3%. Voluntary savings remain very small, and access to local finance by MFIs has 
been very limited. With technical assistance from the Asian Development Bank (ADB), NBC 
issued a regulation in December 2007 setting out the criteria for MFIs to be eligible to mobilize 
voluntary savings. A public campaign to promote MFI savings has commenced. The insurance 
industry is very small, with a total premium income of $17.5 million in 2007. Growing that 
industry would require a more comprehensive legal and regulatory framework (comparable to 
those used in neighboring countries), accompanied by specifically tailored training and 
incentives. Some international standards have been adopted, but further work will be required to 
upgrade the remaining insurance prudential regulations to international standards. This will 
include insurance companies’ adopting an appropriate reporting standard, upgrading staff skills, 
encouraging competition on a level playing field, and enhancing proper surveillance and the full 
enforcement of regulations.   
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4. In general, the following five groups of issues adequately summarize the challenges 
presently facing Cambodia’s financial sector development: 

(i) Systemic risk. Although currently limited and manageable, systemic risk is a 
concern, owing to (a) heavy dollarization, (b) high concentration of deposits and 
assets among five banks, (c) no “lender of last resort” function available to NBC, 
and (d) rapid expansion of private sector credit (annual growth of 102% at end-
May 2008) with high exposure to vulnerable sectors (real estate, garment 
industry, and tourism).  

(ii) Moderate to high transaction risk. This risk relates to (a) uncertainties over 
contract enforcement, creditors’ rights, and collateral valuation; (b) a nascent 
insurance market; (c) early phases of borrower transparency; and (d) the 
inherent costs associated with small-scale rural lending. Clearly, the uncertainties 
regarding enforceability of security interests and contract enforcement impede 
bank lending and stifle the development of nonbanks and capital markets.  

(iii) High information costs. Common accounting and auditing standards are 
lacking, enforcement is weak, and there is limited infrastructure for information 
exchange. Although standards have been introduced, few enterprises have 
begun producing financial statements. With close cooperation between the NBC 
and the Association of banks in Cambodia, a pilot online credit information-
sharing system was established in August 2006 to support the credit appraisal 
processes of participating banks. NBC is continuing to familiarize stakeholders 
with the system and to make improvements (including in the governing structure) 
to enhance its effectiveness.  

(iv) High operating costs. These costs constrain the financial sector’s efficiency due 
to (a) the rural and informal nature of the economy, (b) the absence of market 
infrastructure for an efficient payment and settlement system, (c) a lack of 
opportunities for idle funds to earn returns, (d) conservative prudential 
regulations, and (e) limited competition within each subsector. Banks, MFIs, and 
insurance companies still operate with high margins.  

(v) Weak human and technical capacity. Weaknesses exist throughout the 
financial, real, and government sectors. While the open policy toward foreign 
banks has brought a cadre of professional bankers into senior positions, qualified 
staff at functional levels in banks, regulatory agencies, and commercial 
enterprises is scarce.  

 
B. Government’s Sector Policy and Planning Framework 
 
5. Cambodia’s 5-year National Strategic Development Plan (NSDP) 2006–2010 was 
prepared in the context of a falling—but still high—incidence of overall poverty and a growing 
rural-urban divide. The NSDP, approved by the National Assembly in May 2006, aims to 
operationalize the Government’s Rectangular Strategy and achieve interim (2010) targets that 
the Government has in sight as it progresses toward its Millennium Development Goals. The 
Rectangular Strategy, adopted in July 2004, sets out the Government’s reform agenda as a 
series of four interlocking rectangles with governance at its core. One of the four rectangles 
focuses on the desired environment for implementing the strategy and on promoting economic 
growth through agriculture, infrastructure, private sector growth and employment, and human 
resource development. 
 
6. Accelerating and diversifying growth is key, and financial sector development supports 
this objective. The Government is committed to establishing the fundamental basis for a 
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developed financial sector. The Government’s Vision and Financial Sector Development Plan 
for the period of 2001–2010 (blueprint) provides a long-term strategy and delineates a 
framework of reforms. It has been updated to take into account the acceleration of Cambodia’s 
economic development, challenges faced during implementation, and the specific needs of the 
country. The updated blueprint, now known as the Financial Sector Development Strategy 
(FSDS) 2006–2015, was approved by the Council of Ministers in February 2007 and officially 
launched by the Prime Minister in June 2007. The FSDS is the framework that the Government 
is using to develop the sector to 2015. Its overall objective is a coherent, pragmatic, and 
sustainable approach to financial sector development. 
 
C. Government’s Institutional Arrangements and Capacity in the Sector 
 
7. The NBC is responsible for monetary policy and prudential oversight of the banking 
system and MFIs. Through ADB’s Financial Sector Program Cluster (2001–2006) (FSP I), the 
NBC was able to reconcile old prudential regulations, issue new regulations, fully staff its on-site 
inspection unit, adopt a prompt corrective action system for all banks, introduce two anti-money 
laundering regulations (“know your customers” and “reporting of suspicious transactions”), 
introduce a uniform chart of accounts for all banks and MFIs, obtain the consent of all banks to 
establish a credit information sharing system, implement its pilot credit information sharing 
project, establish a center for training NBC staff, develop regulations for licensing MFIs, 
establish a unit for supervising MFIs, and strengthen its off-site and on-site supervision 
capability. In 2006, NBC further enhanced its supervisory system for banks by implementing an 
off-site supervision system: Cambodian Bank Reporting for prompt corrective Action (COBRA).   
 
8. Following approval of the second Financial Sector Program Cluster (FSP II) in 
December 2007, efforts continued to maintain the momentum of implementing policy reforms 
intended to (i) improve financial intermediation by upgrading the payments, clearance, and 
settlement system to support growing financial services; (ii) enhance market confidence by 
improving public financial disclosure and establishing a credit information bureau; (iii) support 
market development by establishing an interbank market and tradable government securities; 
(iv) improve the outreach of MFIs in a sustainable manner; (v) enhance resilience of the 
financial sector by revising and updating the law on banking and financial institutions, and by 
introducing supportive regulations to strengthen financial activities; (vi) tighten prudential 
supervision and regulations of banks and microfinance institutions; (vii) build on the legal and 
regulatory foundation by drafting a new law on commercial contracts that includes specific 
sections on agencies and franchising; (viii) promote good governance by implementing 
international initiatives on anti-money laundering and combating the financing of terrorism; (ix) 
enhance corporate governance and transparency in the insurance industry; (x) establish 
commercial dispute resolution mechanisms; (xi) improve the capability and increase the number 
of qualified national accountants and auditors; (xii) enhance efficiency by computerizing the 
NBC’s management information system; and (xiii) upgrade the skills and capacity of 
microfinance agencies’ staffs. 
  

9. The Department of Financial Industry within the Ministry of Economy and Finance is 
responsible for prudential regulation and supervision of the insurance industry, which 
consists of one state-owned and four private nonlife insurance companies, plus a 
reinsurance institution that is 80% state-owned. Key institutions and organizations 
established under ADB’s FSP I include the Association of Banks in Cambodia, a bank 
training institute, a center for banking studies, a national accounting council for standards 
development, and an institute for professional accountants and auditors. The financial, real, 
and government sectors still suffer from scarce human resources and capacity. Most of the 
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aforementioned institutions have difficulty in finding qualified staff. NBC and most banks have 
established in-house training courses to deal with these issues, but, despite their concerted 
efforts, additional assistance is required until the situation improves.  

10. Public consultation and policy dialogue involving the private sector and affected 
stakeholders have been encouraged in formulating laws and regulations. Progress has been 
significant in preparing and enacting a number of components of the legal framework for 
financial and commercial transactions. This includes the insurance law, accounting and auditing 
law, commercial enterprises law, negotiable instruments and payment transactions law, 
commercial arbitration law, secured transactions law, government securities law, civil 
procedures code, law on anti-money laundering and combating the financing of terrorism, and 
insolvency law. Additional complementary commercial laws are needed, and attention should be 
given to the capacity to implement and enforce these laws and regulations. 

 
D. ADB Sector Experience 
 
11. ADB’s involvement in supporting the development of a medium-term blueprint for 
Cambodia’s financial sector (2001–2010) provided the vision, objectives, and framework to be 
followed in the Government’s reform initiatives. While this framework belonged to the 
Government and proved a useful guide, other donors viewed it as ADB-owned and considered 
that its implementation should be fully financed by ADB. Learning lessons from implementing 
FSP I, the blueprint was named the Financial Sector Development Strategy 2006–2015 (FSDS). 
The FSDS reprioritizes the Government’s reform agenda in the financial sector, and it manifests 
strengthened Government’s ownership and increased potential for donor buy-in.  
 
12. In line with FSP I and II objectives, the Government adopted legal, policy, and 
institutional measures, many of which embodied relatively new concepts and therefore required 
extensive coordination and consultation to ensure stakeholders’ understanding, acceptance, 
and likely adoption of the new measures. Substantial technical assistance support ensured that 
best practices were incorporated and then consolidated throughout the consultation period to 
achieve intended results. ADB’s involvement has significantly assisted in expediting the 
legislative process for key commercial laws. The FSP’s use of the program cluster approach 
enhances flexibility and allows more effective design of reform measures in a changing political, 
economic, and financial environment. Progress in all areas of financial sector reform, and 
particularly in the banking and microfinance subsectors, has been significant, especially in the 
last 3 years. The presence of international banks, the offer of more sophisticated services for 
depositors, and the increase in lending demonstrate the rising confidence in the financial 
system. However, with these encouraging developments come new risks and challenges. The 
high growth rate in lending over the last 2 years that is coupled with the boom in the real estate 
market has become a policy concern for an economy experiencing rapid GDP growth and that is 
recently challenged by double-digit inflation. Therefore, awareness and recognition of these 
potential problems within both the public and the financial sectors must be strengthened and 
new ways for mitigating risks pursued. ADB’s regular review of macroeconomic data and 
ongoing policy dialogues continue to assist the Government on this front. 
 
E. Role of Other Development Partners in the Sector 
 
13. ADB is the lead donor in Cambodia’s financial sector development, and it has been 
supported by the International Monetary Fund (IMF). ADB, the World Bank Group, and bilateral 
donors support private sector development operations in a complementary manner. Although 
the microfinance sector involves many participants at the operations level, ADB and the IMF 
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specifically support the regulatory and systematic areas through technical assistance and policy 
dialogue. The approved FSDS 2006–2015 includes a list of actions that, if pursued, would be 
the basis for a well-defined technical assistance program for donor buy-in. 
 
F. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
14. The Government’s vision for the financial sector is of a sound, market-based system that 
will enhance resource mobilization and contribute to broad-based sustainable economic growth 
as embodied in the FSDS. The vision includes developing a supporting legal and regulatory 
framework, a range of bank and nonbank markets, and the fundamental building blocks for 
initiating capital market development. To reach its vision, the Government’s medium-term 
objectives are to improve financial soundness and efficiency, restore confidence, attract a 
broader base of high-quality financial institutions, and broaden the sector’s outreach.  
 
15. The FSDS 2006–2015, formulated with technical support from ADB, provides a 
coherent, pragmatic, and sustainable framework for continued reforms in the sector. It 
recognizes that a diversified and competitive but prudentially sound financial system would play 
an important role in supporting equitable growth and national development by ensuring efficient 
accumulation and effective allocation of financial resources. At the same time, an expanding 
financial sector brings risks. In pursuing financial development, there is hence a need to focus 
on managing prudential risks, transparency, and uniform application of rules and regulations. 
The ongoing ADB-funded FSP II supports these objectives. It is expected to improve confidence 
and financial intermediation, maintain stability in the financial sector, promote good governance, 
and enhance sector efficiency. 
 
G. Links to Country Strategy and Program Outcomes and Other Sectors and 

Thematic Areas 
 
16. A growing, dynamic, and sound financial system will contribute to national development 
and foster broad-based private sector-led economic growth in Cambodia. With an inclusive 
financial system that mainstreams microfinance initiatives for rural outreach, ADB’s efforts to 
reduce national and rural poverty will be complemented. ADB-supported reform initiatives in the 
financial sector will be coordinated closely with reform efforts in the private sector program in 
order to develop a sound, market-based financial system that supports resource mobilization 
and financial intermediation; enhances access to finance; and will result in a growing, resilient, 
and efficient financial system. 
 
H. Areas of Interventions (including Private Sector Operations Department) 
 
17. Addressing the fundamental challenges of Cambodia’s financial sector requires the 
application of two basic principles. First, phased incremental development of markets is required 
that deepens the capacity for resource mobilization and risk allocation. This should be done in a 
way that is relevant to the country’s needs and based on realistic standards and expectations. 
Second, interventions should be implemented in a systematic way to ensure that (i) market 
development parallels institutional and capacity developments, (ii) linkages across subsectors 
are exploited, and (iii) corresponding risks are mitigated.  
 
18. Building on progress in FSP I, the recently approved FSP II will continue to  

(i) improve financial intermediation by upgrading the payments, clearance, and 
settlement system; enhancing market confidence through improved public 
financial disclosure and establishing a credit information bureau; supporting 
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market development through establishing an interbank market and tradable 
government securities; and improving the outreach of MFIs in a sustainable 
manner;  

(ii) enhance the financial sector’s resilience by revising and updating the law on 
banking and financial institutions, introducing supportive regulations to 
strengthen financial activities, tightening prudential supervision and regulations of 
banks and microfinance institutions, and building on the legal and regulatory 
foundation through drafting a new law on commercial contracts that includes 
specific sections on agencies and franchising;  

(iii) promote good governance by implementing international initiatives on anti-money 
laundering and combating the financing of terrorism, enhancing corporate 
governance and transparency in the insurance industry, establishing commercial 
dispute resolution mechanisms, and improving the capability and increasing the 
number of qualified national accountants and auditors; and  

(iv) enhance efficiency by computerizing the management information system of the 
NBC and upgrading the skills and capacity of microfinance agencies’ staffs. 

 
19. ADB will also build on a policy platform of sequenced private sector operations that will 
help operationalize more competitive and expanded financial services, thereby helping to 
address the cost of credit. It will play a catalytic role to enhance better intermediation among 
financial institutions and to channel excess liquidity in the banking system to the most efficient 
and productive use by MFIs in a commercially competitive manner. 
 
I. Monitoring Mechanism  
 
20. A financial sector results framework has been prepared and is attached to this road 
map. The framework provides the mechanism for monitoring progress in development of the 
sector over the period 2008–2010. A regular and joint review of the program implementation 
and policy dialogue between ADB, the Government, and other development partners is a key 
means for undertaking such monitoring. 

 
Table A6: Sector Results Framework 

 
 

 
Relevant CSP Outcomes Sector-Level Outputs 

CSP 
Outcomes 
Relevant to 
the Sector 

Key 
Opportunities 

and 
Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking Indicators / 

Interim Indicators 

ADB Assistance Risk 

Develop a 
sound market-
based financial 
system to 
support 
resource 
mobilization 
and financial 
intermediation. 

Soundness and 
stability of the 
system 
 
 

Prudential 
supervision of banks 
 
 

Prudential regulations 
upgraded to Basel 1 
core principles. On-site 
supervision further 
strengthened, and 
prompt responsive 
mechanism developed 
for high-risk banks. 

Financial Sector 
Program Cluster and 
implementing 
advisory technical 
assistance projects 
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Relevant CSP Outcomes Sector-Level Outputs 

CSP 
Outcomes 
Relevant to 
the Sector 

Key 
Opportunities 

and 
Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking Indicators / 

Interim Indicators 

ADB Assistance Risk 

  Prudential 
supervision of 
insurance industry 

Institutional and staff 
capacity strengthened. 
Comprehensive 
prudential regulations 
established based on 
international insurance 
core principles. 

  

  Prudential 
supervision of 
microfinance 
institutions (MFIs) 

Staff capacity 
enhanced. 
Comprehensive 
prudential regulations 
introduced. 

  

  Anti-money 
laundering regime 

Anti-money laundering 
legislation adopted. 
Financial intelligence 
unit established. Public 
dissemination and 
awareness campaign 
launched. Capacity 
support for the various 
agencies provided. 

 Ineffective function 
of financial 
intelligence unit 

 Competition 
and efficiency 

Supporting legal 
infrastructure 

Online registry for 
secured transactions 
established. 
Insolvency law, anti-
money laundering law, 
public and private 
securities laws, 
commercial contract 
law, and leasing law 
adopted. Commercial 
arbitration center 
established. 

  

  Accounting and 
information 
disclosure 

Compliance with 
publication of annual 
audited financial 
reports of banks 
enforced. Credit 
sharing information 
bureau established. 
Disclosure standards 
for insurance firms 
developed. 

 Lack of 
enforcement by the 
regulatory 
authorities 

  Microfinance 
development 

Strengthened branch 
network, with 16 
licensed and 26 
registered MFIs 
offering a variety of 
savings products; 
reduced transaction 
costs; and greater 
accessibility to local 
finance 
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Relevant CSP Outcomes Sector-Level Outputs 

CSP 
Outcomes 
Relevant to 
the Sector 

Key 
Opportunities 

and 
Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking Indicators / 

Interim Indicators 

ADB Assistance Risk 

  Insurance 
development 

Restructuring and 
privatization of state-
owned insurance firm 
and reinsurer 
completed. Entry of 
new insurance firms 
enhanced. Insurance 
products and services 
broadened to include 
life insurance. 

  

 Limited access 
and high costs 
of financial 
services 

Payment and 
settlement system 

Key implementing 
regulations to support 
a functional payment 
and settlement system 
adopted. The 
settlement system 
within NBC and all its 
20 branches 
modernized. An online 
retail payment system 
developed. 

  

 Human 
resource 
development 

Accounting and 
auditing professional 
development 

Scholarships to 
develop core number 
of qualified 
professional members 
continue. Support 
continued to 
implement standards 
and add remaining 
IFRS-based standards, 
as appropriate. 

 Funds not allocated 
for scholarships.  

National 
Accounting Council 
lacks capacity to 
enforce 
implementation. 

  Training institutions Legal faculties adopt 
commercial law 
curriculum for training 
judges, lawyers, and 
legal clerks. Insurance 
training program 
begins in affiliation with 
the Malaysian 
Insurance Training 
Institute. MFI training 
modules added to the 
program offered by the 
NBC’s Center for 
Banking Studies. 

 

Technical assistance 
to upgrade training 
modules and 
introduce MFI-
related course 
materials 

Lack of funds to 
implement the 
curriculum 

ADB = Asian Development Bank, CSP = country strategy and program, IFRS = International Financial Reporting Standards, MFI = 
microfinance institution, NBC = National Bank of Cambodia. 
Sources: Royal Government of Cambodia and Asian Development Bank. 
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POWER SECTOR ROAD MAP 
 
A. Sector Situation and Key Issues in the Sector 
 
1. The power sector is faced with multiple challenges. Among these are that it has the 
lowest access to power in the region, and especially among the 85% of the population living in 
rural areas; lack of a national grid for generation; a high cost of electricity, as the sector relies 
heavily on expensive imported diesel; and a lack of capacity in the sector. Although Cambodia’s 
geographic position gives it a strategic advantage for power trading and wheeling from and to its 
wealthier neighbors, where electricity prices are relatively lower, its own power prices are 
relatively high, given that the power supply system is dispersed. That system is fragmented into 
24 isolated power systems centered in provincial towns and cities. Except for Phnom Penh and 
some towns near the Thailand and Viet Nam borders, the supply typically comes from a mini-
distribution network fed by a small number of diesel generators. The South Electricity Grid 
covering the capital city, Phnom Penh, is the main grid, with a maximum demand of about 276 
megawatts (MW) (versus 236 MW in the South Grid). The limited power grid coverage and 
unreliable power supply have compelled many large consumers to invest into self-generation at 
a very high cost and poor efficiency. In the long term, the Government plans to develop large 
transmission corridors with its neighboring countries: about 300 MW with Thailand and about 
200 MW with Viet Nam.  
 
2. Cambodian customers face among the highest tariffs in Asia. The average tariff is about 
14.6 US cents/kWh in Phnom Penh, and 25 to 80 US cents/kWh in remote areas. Electricité du 
Cambodge (EDC) continues to struggle with high generation costs, which are primarily 
attributable to (i) the expensive power purchased from independent power producers; (ii) the 
small-scale generation capacity, which makes electricity more expensive as economies of scale 
are not achieved; and (iii) as in other sectors, the limited access to the capital markets because 
the current policy framework is not yet sufficiently conducive to large-scale investments. The 
current policy framework for the power sector is not conducive to adequately developing the 
distribution subsector. The Government needs to develop policy measures encouraging private 
sector participation across all geographic areas in order to increase rural access to power via 
distributed generation and distribution networks. The Government alone will not be able to 
finance the growing needs without private sector investors, but private investors will only invest 
when the legal and policy framework for the power sector in Cambodia will be strengthened. 
 
3. The main domestic energy source is wood, while commercial energy requirements are 
met primarily by imported petroleum products. Many people in rural areas depend chiefly on 
rechargeable batteries and small, diesel-fueled isolated generation. They usually pay very high 
unit prices for the electricity they use. Rural electrification is a long-term prospect, and access to 
the grid for all is not a viable alternative in the short term. Most people live in rural areas and 
lead a very basic life. Their access to electricity is limited, almost nonexistent. This worsens 
already poor educational and health conditions. Only a few small-scale livelihood programs 
have been developed in rural areas. All of this is obvious from the fact that the majority of 
Cambodia’s population consumes less than 5 kWh per month per capita of electricity. (To 
compare, consider that one 100-watt light bulb consumes 1 kWh in 10 hours.) Rural 
electrification is the only efficient way to create new economic opportunities. 
 
4. While the sector faces many difficulties, it has renewable natural resources for helping to 
solve to these problems. Renewable energy is also economically more attractive here than in 
other countries, as the prevailing tariffs in Cambodia are relatively high—about 3 times those of 
Indonesia, for example. With growing concern over climate change, increased use of such 



70 Appendix 7  

 

renewable energy sources as biofuels, geothermal, and small hydro is a priority for all nations. 
Rising oil prices have forced oil-importing countries to accept the reality of their over-
dependence on imported fossil fuels. New, renewable energy sources not only can help mitigate 
climate change but also are indigenous to the consuming nations. Despite certain favorable 
conditions, renewable energy and isolated generation have not developed as these face many 
obstacles, including (i) lack of an appropriate policy and legal framework, (ii) lack of access to 
financing for renewable energy devices, (iii) lack of information on market characteristics and 
resource potential, (iv) poor technical capacity and incentives, and (v) lack of targeted subsidies 
for small-scale rural electrification.  
 
B. Government’s Sector Policy and Planning Framework 
 
5. The Government regards as a key priority to provide rural customers increased access 
to power and develop adequate and reliable sources of electricity for its entire population. The 
Power Generation Master Plan and National Transmission System Master Plan were developed 
in 2003 and updated yearly thereafter. Base generation projects with large installed capacity are 
planned for Sihanoukville, considering its independent access to imported oil and the need to 
reduce the amount of oil transported on the Mekong River. Peak-generation plants will be 
developed in Phnom Penh to meet the high growth in peak demand, and small and medium-
sized diesel units will be constructed in the provincial towns, as necessary. A least-cost 
development plan for the national transmission and distribution system was formulated to 
achieve the overall sector development objectives. In January 2005, the Ministry of Industry, 
Mines and Energy (MIME) issued the Cambodia Energy Strategy, which included proposed 
development policies and strategies for the power sector. The power sector development 
objectives over the next 15 years are to develop adequate and reliable electric power sources 
and a national power supply network to meet the growing demand. The strategies consist of 
(i) increasing investment in generation and transmission projects, (ii) establishing 
interconnections with neighboring countries, (iii) establishing a regulatory framework for the 
sector, (iv) commercializing EDC and other state-owned enterprises, (v) encouraging private 
sector participation, and (vi) promoting an increase in the provincial and rural electrification ratio 
among households to 70% by 2020.  
 
C. Government’s Institutional Arrangements and Capacity in the Sector 
 
6. Provision of electricity in Cambodia is the responsibility of EDC, a Government-owned 
national electricity utility supervised by MIME and the Ministry of Economy and Finance. As 
such, EDC is an autonomous limited-liability company with a consolidated, nonexclusive license 
from the national regulator to provide full electricity service to the country as a whole. At 
present, however, EDC operates only the isolated systems of Phnom Penh (including Kampong 
Speu and Kandal) and 11 other provincial towns, namely, Banteay Meanchey, Battambang, 
Kampong Cham, Kampot, Prey Veng, Rattanak Kiri, Siem Reap, Sihanoukville, Steung Treng, 
Svay Rieng, and Takeo. EDC is responsible as well for a number of areas where supply is 
provided by medium-voltage transmission lines from Viet Nam. The rest of the country is 
supplied by independent power producers contracting with MIME in larger towns and by rural 
electricity enterprises in small villages and communes. 
 
7. With passage of the Electricity Law in 2001, the Electricity Authority of Cambodia (EAC) 
was created as an independent regulatory body. It is mainly responsible for licensing operators; 
setting tariffs, rates, and charges for electric power services; and approving and enforcing 
appropriate standards for the construction, operation, and maintenance of electricity systems. 
Under the Electricity Law, MIME has overall responsibility for setting and administering 
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government policies, strategies, and plans in the power sector, as well as for government 
decisions on such matters as (i) investments into rehabilitating and developing the power sector, 
(ii) sector restructuring and private sector participation, (iii) promoting the use of indigenous 
energy resources, and (iv) planning and agreements on the export and import of electricity. 
 
D. Asian Development Bank (ADB) Sector Experience 
 
8. The transmission and distribution networks in Phnom Penh and provincial towns have 
been rehabilitated and reinforced, and these are being further expanded. Distribution losses 
have therefore been progressively reduced. Power imports from Viet Nam at reasonable cost 
have begun at medium-voltage level in the border areas, and bulk power purchase agreements 
at high-voltage level from Viet Nam and Thailand have been signed. The transmission line from 
the Viet Nam border to Takeo–Phnom Penh is being constructed, and the line from Takeo to 
Sihanoukville will be constructed with financing from ADB, World Bank, Nordic Development 
Fund, and Japan Bank for International Cooperation. These transmission lines will allow EDC to 
import large amounts of energy at acceptably low tariffs from neighboring countries to relieve 
the strain on domestic generating capacity. Lack of implementing capacity has been a concern, 
as the implementation of these projects has been slower than expected. 
 
9. While EDC has made considerable progress in its operations over the last decade, a 
number of financial issues still need to be addressed. The Government, recognizing EDC’s 
financial situation, took action in 2005 to increase EDC’s tariff in Phnom Penh and Kandal 
Province. Effective 1 July 2005, the EAC revised the tariff category of major consumers in these 
two EDC service areas to rationalize tariffs by (i) introducing an automatic foreign exchange 
adjustment to the cost of EDC’s power purchases, (ii) having one tariff level for both industrial 
and commercial (small and medium) consumers, (iii) rationalizing the lifeline tariffs, and (iv) 
applying one tariff rate for the entire consumption of residential consumers. A second action on 
electricity tariffs taken by the Government to further improve EDC’s financial position raised the 
lifeline tariff and applied automatic adjustments for all industrial and commercial consumers in 
not only Phnom Penh but also Kandal and Kampong Speu provinces. The new power tariffs, 
which also raised the average tariffs by 11%, took effect on 1 November 2005. The Government 
has increased the budget allocation for electricity payments and settled part of the arrears past 
due. Because of this tariff adjustment, EDC made a net profit in the 2006 fiscal year. EDC’s 
financial viability is still subject, however, to fuel oil prices and foreign exchange fluctuation, 
given that most power sources are from diesel generators and tariff increases had lagged 
rapidly rising fuel costs. 
 
E. Role of Other Development Partners in the Sector 
 
10. Other major development partners in the power sector include the World Bank (power 
generation and distribution, rural electrification), Japan International Cooperation Agency (power 
generation and distribution, capacity building), Japan Bank for International Cooperation 
(transmission line and rural electrification), the German development bank KfW (transmission 
line and rural electrification), Nordic Development Fund (transmission line), and People’s 
Republic of China (hydropower plant).  
 
11. An energy sector strategy review was conducted with the support of major development 
partners. The review includes (i) an update of the sector development situation; (ii) an 
assessment of key sector players’ performances; (iii) a review of crucial issues including the 
long-term sector development strategic framework; and (iv) development of, and agreement 
with the Government on, strategic plans and priority actions for the short to medium term. It will 
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be critical for the Government to adopt and implement effectively the outputs of the strategic 
review.    
 
F. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
12. The main development outcome for the power subsector will be the optimum use of 
regional power resources focused on improving reliability and access of supply in an 
environmentally acceptable manner. The expected outcomes of ongoing operations are (i) 
extending the length of the transmission network by 100 kilometers from 2005 to 2010, and (ii) 
increasing per capita use of electricity from 54 kWh in 2005 to 89 kWh in 2010. On the 
operational sustainability and efficiency aspects, the outcomes include rationalizing tariff 
categories by the regulator, EAC, and increase in Government’s budget allocation for electricity 
payments and settlement of arrears. As a consequence, EDC’s financial performance is 
improving and cash breakeven of EDC operations is expected to be achieved in 2010. The 
outcomes of future intervention will focus on (i) increased utilization of domestic resources by 
exploring more systematically, exploiting more rationally, and using these in more optimal and 
environmentally sustainable ways, as well as by increasing the use of renewable energy 
resources, and especially biofuels; and (ii) increased access to energy by the rural population 
through supporting rural electrification. 
 
G. Links to Country Strategy and Program Outcomes and Other Sectors and 

Thematic Areas 
 
13. The pillars of the country partnership strategy are (i) sustainable pro-poor economic 
growth, (ii) inclusive social development, and (iii) improved governance and public service 
delivery. ADB’s program of lending and technical assistance projects for the energy sector 
mainly feed into strategic goals (i) and (iii) by focusing on (i) expanding the country’s backbone 
power transmission and distribution systems to unserved areas and providing reliable and 
affordable power supply to consumers, (ii) continuing operations to support the development of 
infrastructure and promotion of an enabling environment for private sector participation, (iii) 
improving sector performance and operational efficiency through institutional strengthening and 
capacity building, and (iv) promoting tariff reform and adopting sound development strategies 
and policies to maintain sustainable and efficient power supply. The energy sector program 
complements efforts in other infrastructure sectors, notably transport and water supply, and 
together these provide the infrastructure required to enable effective delivery of social services 
and a conducive environment for development of economic activities. 
 
H. Indicative Areas for Interventions (including Private Sector Operations 
Department) 
 
14. To ensure reliable electricity supply to meet the growing demand and sustain economic 
growth, Cambodia needs to import additional power at lower cost from neighboring countries. 
ADB, together with other development partners, is assisting in importing reliable and lower-cost 
power from Lao People’s Democratic Republic (Lao PDR), Thailand, and Viet Nam through the 
construction of high-voltage bulk transmission lines. There is a need to increase access to 
energy for all, even the poorest, through (i) adding interconnections with the neighboring 
countries to tap into cheaper energy sources, and (ii) developing effective rural electrification 
schemes promoting power distribution investment and effective economic development plans. 
An area for ADB involvement in the power sector in Cambodia would be to proceed with a rural 
electrification program along the transmission backbone from the Viet Nam border to Phnom 
Penh (the ADB-funded “GMS: Transmission Project”) and along the Banteay Meanchey to Siam 
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Reap transmission line coming from Thailand. At the same time, through its regional strategy, 
ADB could promote additional regional power interconnections from Lao PDR and Viet Nam (if 
the Indochina Master Plan justifies such investment). Such power interconnection line will bring 
electricity into the Stung Streng and Kratie regions, where additional rural electrification 
programs could be developed to take advantage of low-cost and clean hydropower generation 
from Lao PDR. Another area of ADB intervention could be the development of off-grid, 
decentralized and/or distributed energy systems for isolated areas, particularly using renewable 
energy sources. Taking into account global and subregional trends in biofuel production, as well 
Cambodia’s need to meet its rural economy’s growing energy requirements at reasonable cost 
and in an environmentally sustainable fashion, there is also a need to assist the Government 
with analytical work on the viability of, and public policy framework for, renewable energy with 
am emphasis on biofuels. 
 

I. Monitoring Mechanism 
 

15. A number of measurable performance targets in the power sector should be selected 
in accordance with ADB’s project performance monitoring and evaluation system. The 
number of electricity customers and demand in various categories can be monitored using 
EDC’s consumer database, with a separate category for poor consumers. Efficiencies in 
utility operations are to be measured by data on electrical losses, sales lost through 
breakdowns, employee-customer ratios, and average cost of service. Monitoring should 
also include assessing effectiveness of the demand management and consumer services 
component, particularly with respect to (i) increasing connections to the poor, (ii) improving 
responses to customer complaints, and (iii) repairing supply breakdowns more rapidly.  

 

 
Table A7: Sector Results Framework 

 
 

Relevant CSP Outcomes 
 

Sector-Level Outputs 

CSP 
Outcomes 
Relevant to 
the Sector 

Key 
Opportunities 

and Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
TrackingIndicators / 
Interim Indicators 

 
 
 
 
ADB Assistance 

 
 
 

 
Risk 

Improved 
access to 
reliable and 
affordable 
power supplies 

Electricité du 
Cambodge 
(EDC) is 
financially 
sustainable and 
its operational 
efficiency and 
performance 
improved. 
 
 
 
 
 
 
 
 
 
 

Lack of 
electrification and 
high costs stifle 
economic 
opportunities and 
social 
development. 

Length of 
transmission 
network increased 
from 128.7 km in 
2005 to 228.0 km 
by 2010. 

Per capita use of 
electricity 
increased from 54 
kWh in 2005 to 89 
kWh in 2010. 

Cash breakeven 
is achieved in 
2010 and 
maintained 
thereafter. 

Construction and 
commissioning of 
transmission lines from 
Viet Nam border to 
Phnom Penh and bulk 
supply connections to 
20 villages along 
transmission corridor 
completed by 2008. 

By 2010, construction 
of a power 
transmission line from 
Kampot to  
Sihanoukville and 
associated substations 
and bulk supply 
distribution works 
completed. 
  
Electricity losses 
maintained below  

Ongoing 

GMS Transmission 
Project  

Second Power 
Transmission and 
Distribution Project 
Cambodia Power 
Transmission Line 
(Private sector 
operation) 

Proposed 
Technical 
Assistance for 
Rural Electrification 
Project 
Rural Electrification 
Project  

Available supply of 
electricity from Viet 
Nam will be below 
projected levels. 

Consumers will be 
unwilling to pay for 
grid connection 
charges. 

Low commitment to 
implementing 
EDC’s financial 
action plans and to 
paying cumulative 
arrears of 
government 
agencies 
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Relevant CSP Outcomes 
 

Sector-Level Outputs 
CSP 

Outcomes 
Relevant to 
the Sector 

Key 
Opportunities 

and 
Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
TrackingIndicators / 
Interim Indicators 

ADB Assistance Risk 

 
  16% on an annual 

basis from 2005 
onwards. 
Implementation of 
EDC’s agreed financial 
and technical action 
plans completed by 
2010. 

  

ADB = Asian Development Bank, CSP = country strategy and program, EDC = Electricité du Cambodge, GMS = Greater Mekong 
Subregion, km = kilometer, kWh = kilowatt-hour. 
Sources: Royal Government of Cambodia and Asian Development Bank. 
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PRIVATE SECTOR DEVELOPMENT AND SME ROAD MAP 
 
 

A. Sector Situation and Key Issues in the Sector 
 
1. Medium-term challenges for the Government include to sustain high economic growth in 
an environment of rising inflation, accelerate employment creation, and continue reducing 
poverty. The Government sees diversifying the sources of growth and fostering further 
investments as keys to addressing this challenge, and it regards the private sector as central to 
this diversification strategy. This requires more difficult reforms to improve competitiveness 
throughout the supply chain and building linkages between agriculture and the modern sector. 
Improving competitiveness by continuing to reduce distortions or costs at the border (such as 
tariff and nontariff barriers), enhancing trade facilitation (especially sanitary and phytosanitary 
standards), promoting competition, and fostering access to technology will be critical to 
achieving this outcome. A large part of the private sector (mostly made up of small and medium 
enterprises [SMEs]) operates informally, and significant resources are trapped in low 
productivity operations with limited access to either formal credit or to the simplest of contractual 
arrangements with formal companies. Food, beverage, and tobacco manufacturers make up the 
largest number of small industrial establishments.  
 
2. Low levels of formalization of economic activity and consequently low average size of 
enterprises result from the relatively weak legal and regulatory environment. That imposes high 
transaction costs and risks for both commencing and doing business. Progress on licensing 
reform, which is one of the key constraints, remains stagnant because implementation has been 
ad hoc. While fundamental steps to promote better access to finance have been taken, the pace 
and outreach at which SMEs have been receiving financing is still inadequate and its cost, 
although slowly declining, remains relatively high.  
 
3. General Institutional Framework for Private Sector Activity. In many circumstances, 
the costs of doing business are high because current governance structures are limited in their 
capacity. Indeed, institutional capacity to systematically unblock constraints in the business 
environment is key, especially in matters that require interministerial coordination and 
consistency of policies. The Government’s coordinated institutional framework for private sector 
and SME development needs to be considerably strengthened. The lack of transparency in 
various aspects of public administration and public service delivery, and especially in the 
administration’s interactions with the private sector, adds to the country’s current limitations with 
respect to commercial regulations and legal institutions. Despite its being a member of the 
World Trade Organization (WTO) since 2004 and having made significant achievements, 
Cambodia still faces challenges in meeting its remaining WTO commitments. The capacity of 
the WTO Compliance and Notification Department is still weak. While the Government is 
drafting a competition law, the capacity to implement and enforce such a law will take years to 
build. In addressing the legal and judicial constraints to private sector growth, the Government 
has introduced an alternative dispute resolution mechanism through commercial arbitration and 
is drafting a law to set up a commercial court. These are also areas, however, that need 
significant financial and human resources alongside the Government’s undeterred commitment.  
 
B. Government’s Sector Policy and Planning Framework 
 
4. Cambodia’s 5-year National Strategic Development Plan (NSDP) 2006–2010 was 
prepared in the context of a falling—but still high—incidence of overall poverty and a growing 
rural-urban divide. This plan is intended to guide implementation of the Government’s 



76 Appendix 8 

 

Rectangular Strategy to achieve the interim (2010) targets of the Cambodian Millennium 
Development Goals.1 At the core of the Rectangular Strategy is good governance, which is 
expected to facilitate growth and poverty reduction over the medium term, underpinned by (i) 
private sector development, particularly in SMEs; (ii) growth in agricultural productivity and 
profitability; (iii) improvements in physical infrastructure; and (iv) enhancement of human 
capacity. Both the Rectangular Strategy and the NSDP recognize, therefore, the importance for 
Cambodia’s development of addressing the overall constraints to private sector and SME 
development, as the latter is perceived to play a major role in Cambodian economic growth and 
poverty reduction. The Government has enshrined the policy framework and laid out reform 
measures in the SME Development Framework that was adopted in July 2005. The Trade 
Development Strategy that was launched in December 2007, based on an integrated sector-
wide approach, also indicates a clear link between development of the private sector and 
backward linkages to the rural economy along value chains and export markets. 
 
C. Government’s Institutional Arrangements and Capacity in the Sector 
 
5. The Government recognized the need to develop a supportive regulatory environment 
from the outset, but it still lacked effective implementation and coordination of the necessary 
policy actions. Information dissemination remains a challenge. Little information existed on the 
industry structure, and few channels were available for communicating and disseminating 
existing information, analyses, and results. Thus, overall support for private sector and SME 
development was scattered and at times redundant. To address these difficulties, an 
interministerial body, the Private Sector Development Steering Committee, was established by 
the Government to create and implement a strategic framework for private sector development. 
The Steering Committee is comprised of three subcommittees (investment climate, trade 
development, and SME) and has been coordinating with the eight working groups established 
under the Government-Private Sector Forum to identify and prioritize policy issues that, in order 
to be addressed, need support from development partners. The Forum has proven to be an 
effective institutional arrangement for addressing the concerns and constraints raised by the 
private sector. 
 
D. Asian Development Bank Sector Experience 
 
6. SME Development Framework. To address the overall lack of agency coordination and 
consistency of the policy framework described above, the SME Development Program 
(SMEDP) supported creation of an SME subcommittee to create and implement a strategic 
framework for SME development. With the assistance of the Asian Development Bank (ADB), 
the SME Development Framework (SMEDF) (2005–2010) was drafted and approved by the 
Council of Ministers (CoM) in July 2005 to be used for donor coordination. ADB’s support has 
been highly valued and is expected to continue enhancing the SME Secretariat’s capacity to 
lead the process of implementing the SMEDF.  
 
7. Business Registration Reform. The SMEDP includes several reforms to reduce costs 
and administrative requirements while enhancing transparency, and including at the provincial 
level. The Government, led by the Ministry of Commerce and under the support of the SMEDP, 
has made significant progress in reforming the registration system by introducing measures to 
reduce costs, simplify procedures, and make the process more transparent—including to 
provide public access to the online business registry. Decentralization of business registration 
has made some progress, but its implementation beyond Phnom Penh remains a challenge.  

                                                 
1 The Government adopted the Rectangular Strategy in July 2004. 



Appendix 8 77 

 

 
8. Business Licensing Framework. The Government, with support of the SMEDP, has 
devised an approach to address licensing problems in a sustained manner and reduce 
regulatory compliance costs for businesses. The approach recognizes that, although the 
Government must maintain an effective licensing and inspection system, this should not impinge 
on enterprises’ growth and development prospects. The Government has identified existing 
operating licenses (and licensing requirements) and adopted a comprehensive licensing reform 
plan and a review mechanism. Its implementation, however, has been ad hoc.  
 
9. Access to Finance. Under the support of the SMEDP, a pilot web-based Credit 
Information Sharing System was launched to help reduce risks and transaction costs of lending 
by providing negative information on borrowers.2 As a next step, and to ensure expanding the 
benefits of the information-sharing system, the National Bank of Cambodia and its private 
partners aim to continue exploring ways to include more information (e.g. positive), enact a 
needed legal framework, and possibly turn the system into a private credit information bureau at 
a later stage. A simplified financial reporting template and simplified tax return forms and 
guidelines were introduced by the Government to help enterprises enhance the benefits that 
accurate financial reporting can bring in terms of improved financial management and ability to 
borrow. Furthermore, a regulation on financial leasing was issued on 30 May 2008, giving 
regulatory certainty to the operations while awaiting adoption of a leasing law, which has been 
drafted. ADB-supported financial sector programs clusters have also contributed to developing a 
sound, market-based financial system to support resource mobilization and financial 
intermediation, and thus to improve access to finance. 
 
E.  Role of Other Development Partners in the Sector 
 
10. A wide range of donors is supporting private sector and SME development. Through 
explicit use of the SMEDF (2005–2010) to map donor interventions, the Ministry of Industry, 
Mines and Energy and the SME Secretariat, with ADB support, have been making an effort to 
highlight overlaps and gaps, hoping in this way to enhance effectiveness of donor support. 
Development partners have also actively supported the Trade Sector Wide Approach (SWAP) 
implementation, with the Ministry of Commerce playing the lead coordinator role. Three main 
subgroups are being co-facilitated by lead development partners. 
 
F. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
11. To assist in improving the weak business environment, the lack of backward linkages 
from retail sector to agriculture sector, and the limited access to finance, which disproportionally 
constrain SMEs, ADB assistance will focus on (i) maintaining macroeconomic and price stability, 
(ii) reducing regulatory transaction costs, (iii) improving access to finance, (iv) facilitating trade 
and improving trade policy, and (v) establishing extension services for enhancing linkages 
between horticulture producers and urban markets. ADB support to the sector will be consistent 
with the SMEDF and Trade Development Strategy. Furthermore, ADB will continue to 
coordinate any sector investments with other development partners’ projects.   
 
G. Links to CSP Outcomes and Other Sectors and Thematic Areas 
 

                                                 
2 Currently, 18 of 19 banks in Cambodia participate voluntarily in developing the Credit Information Sharing System. 
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12. ADB support to private sector and SME development is firmly anchored in ADB’s country 
strategy partnership (CSP)3 2005–2009 for Cambodia and its midterm review. ADB-supported 
programs aim to assist the Government in its efforts to achieve and sustain higher economic 
growth by diversifying the economy and exports and improving competitiveness. It attempts to 
respond to the need for more focus and linkage with agriculture in order to boost rural 
development, which the midterm review identified as a priority for the remaining CSP period.  
 
H. Indicative Areas for Interventions (including Private Sector Operations 

Department) 
 
13. ADB’s approach to private sector development emphasizes the importance of public 
policy reform in establishing an environment conducive to economic activity. This includes, for 
example, institutional reforms to incentivize the public bureaucracy to provide market-fostering 
public goods at least cost, regulatory reforms to reduce the cost of doing business, and public 
investments to reduce production costs (particularly in relation to transport and power). Major 
areas for further policy assistance under ADB’s next Private Sector and SME Development 
Program will focus on (i) maintaining macroeconomic stability for private sector growth through 
a prudent fiscal policy and enhancing tax revenues; (ii) improving the investment climate and 
SME development through lowering the regulatory costs of doing business, improving investor 
confidence and protection, and increasing access to technology and innovation; (iii) efficient 
trade facilitation and exports growth through continuing reforms to meet WTO legal 
requirements, renewing trade policy reforms and competition policy, strengthening sanitary and 
phytosanitary management systems, and customs reforms; and (iv) enhancing backward 
linkages to agriculture through efficient trade facilitation and piloting a project linking horticulture 
producers with urban and export markets.  
  
I. Monitoring Mechanism  
 
14. A private sector results framework has been prepared and is attached to this road map. 
The framework provides the mechanism for monitoring progress in the development of the 
sector over the period 2008–2010. The SME annual report, which summarizes the progress 
and challenges in implementing the SMEDF, is another important monitoring mechanism. 
Regular meetings among Trade SWAP subgroups, SME Steering Committee subcommittees, 
the Private Sector Development Steering Committee, and the development partners provide 
another avenue for monitoring. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

                                                 
3 ADB. 2005. Country Strategy and Program (2005-2009): Cambodia. Manila. 
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Table A8: Sector Results Framework 

 
Relevant CSP Outcomes Sector-Level Outputs 
CSP 

Outcomes 
Relevant to 
the Sector 

Key 
Opportunities 

and Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking Indicators / 

Interim Indicators 

ADB 
Assistance Risk 

Achieve and 
sustain higher 
economic 
growth by 
diversifying the 
economy and 
exports and 
improving 
competitive-
ness. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Growth of private 
sector is 
constrained by 
macroeconomic 
and price 
instability, lack of 
consistent 
policies 
implementation, 
lack of an 
enabling business 
environment and 
trade facilitation, 
limited access to 
financing, weak 
entrepreneurial 
skills, limited 
access to market 
information and 
technology, and a 
lack of backward 
linkages. 
 
 
 
 
 
 

Maintain 
macroeconomic and 
price stability. 

• Maintain 
appropriately large 
current budget 
surplus. 

• NBC to increase 
reserve requirement 
to lessen inflationary 
pressure. 
 
 
 
 
 
 
 
 
 
 
 
 

By 2009, Government to 
maintain appropriately 
large current budget 
surplus. 
By 2008, NBC to increase 
reserve requirement from 
8% to at least 16%. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Oil prices and 
external supply 
shock continue 
to drive inflation. 
Lack of specific 
mechanisms for 
monitoring 
policy 
effectiveness 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 

 Lower regulatory 
transaction costs.  

• Increase number 
of enterprises 
registered annually in 
both urban and rural 
areas (baseline value: 
129/month in 2005). 

Improve access to 
financing for SMEs. 

• Increase lending 
to private sector, 
particularly SMEs 
(baseline value: $51 
million in 2005). 

 

By 2010, roll out 
decentralized registration 
of business registration to 
at least half of the 
country’s regional 
provincial offices. 

From 2008 to 2010, 
quadruple number of 
filings of notice on 
security interest at online 
secured transactions 
registry. 

Ongoing 

Financial Sector 
Program II 

Proposed: 

Private Sector 
and SME 
Development 
Program 2008–
2010 

ADB’s Private 
Sector 
Operations in 
Financial Sector 

 

 
Failure to 
achieve wide 
outreach in 
disseminating 
the outcomes of 
reforms 
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Relevant CSP Outcomes Sector-Level Outputs 
CSP 

Outcomes 
Relevant to 
the Sector 

Key 
Opportunities 

and Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking Indicators / 

Interim Indicators 

ADB 
Assistance Risk 

 

Trade policy and 
facilitation 

Lack of backward 
linkages from 
retail sector to 
agriculture sector 
 

Continue reforms to 
meet WTO legal 
requirements. 

• Prioritized WTO 
economic, trade, and 
legal reforms. 
• Outstanding WTO 
commitments are 
fulfilled on schedule. 
• Strengthened 
institutional 
framework for 
effective SPS 
management system. 
• Favorable 
competition policy 
 
Establish extension 
services for 
enhancing linkages 
between horticulture 
producers and urban 
markets. 
 
• Linkages between 
horticulture producers 
and urban markets 
 

By 2010, system of WTO 
compliance and 
notifications established. 

By 2010, backlogs in 
outstanding WTO 
comments on technical 
barriers to trade, SPS, 
and intellectual property 
rights addressed. 

By 2009, a prioritized 
WTO work program 
adopted. 

By 2010, action plan for 
promoting competition 
policy formulated. 
 

By 2010, strategy and 
program document for the 
establishment of public-
private partnership in 
extension service for 
enhancing linkages 
between horticulture 
producers and urban 
markets prepared based 
on international best 
practices. 

Ongoing: 

Financial Sector 
Program II  

Proposed: 

Private Sector 
and SME 
Development 
Program 2008–
2010 

 
  

Without 
significant 
technical 
assistance, the 
will to carry out 
reforms 
weakens. 

The 
Government 
cannot deliver 
on its 
commitment on 
prioritization, 
and thus no 
such agreement 
is reached with 
the National 
Assembly on the 
priority of 
legislation. 

 
 

 
ADB = Asian Development Bank, CSP = country strategy and program, NBC = National Bank of Cambodia, SME = small 
or medium enterprise, WTO = World Trade Organization. 
Sources: Royal Government of Cambodia and Asian Development Bank. 
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WATER SUPPLY AND SANITATION SECTOR ROAD MAP 
 
A. Sector Situation and Key Issues in the Sector 
 
1. Limited coverage of rural water supply and sanitation and lack of maintenance remain 
critical issues for the sector. Despite increased access to services, Cambodia has one of the 
lowest rural water supply and sanitation (RWSS) service levels in Southeast Asia. According to 
the 2006 report on Cambodian Millennium Development Goals (CMDGs),1 access to safe 
water2 in rural areas stands at 42%, and access to sanitation3 at 16%. In rural areas, water is 
supplied mostly from community wells and tube wells. Many wells do not function due to 
maintenance problems arising from weaknesses of the community management systems, lack 
of spare parts, and lack of contributions to operations and maintenance. 
 
2. Low priority for sanitation and limited awareness on health and hygiene implies that 
latrine use is uncommon in most rural areas of Cambodia and sanitation facilities are generally 
considered a lower priority than water supply systems. The high cost of latrines (costs vary from 
$60 to $90 for the most common pour-flush latrine) and the lack of information and awareness 
on water use and hygiene are the major obstacles to boosting the use of latrines in rural areas. 
Most rural Cambodians are unaware of the adverse health effects of unsafe water use and the 
lack of hygiene. They continue to drink untreated surface water, defecate in open fields, and 
rarely wash their hands (less than half use soap in the project provinces). The Department of 
Rural Health Care and nongovernment organizations have developed information, education, 
and communication materials, but financial support has been insufficient to organize 
comprehensive countrywide education campaigns. 
 
3. A concept for integrated service delivery issues and community mobilization needs to be 
further developed and adopted by key stakeholders. At present, several agencies are involved 
in developing the rural water supply and sanitation sector, but, due to lack of national 
standardization for service coverage and clear definition on the service levels, these agencies 
are following different approaches. Although the National Water Quality Standard has been 
adopted, few organizations are following the water quality standards. The Government is 
introducing service standards for quantity, distance, and minimum quality for rural water supply 
and basic sanitation facilities. National guidelines for operation and maintenance management 
and technical support mechanisms are essential for effective use and efficient functioning of the 
water supply and sanitation facilities. The integrated service delivery package approach (water, 
sanitation, and hygiene) should be promoted for synergetic impact on health improvements. The 
Government has introduced a decentralization and deconcentration approach for development 
management. The rural water supply and sanitation sector development programs have been 
initiating this decentralization process through the active participation of beneficiaries 
(communities) in community-participatory assessment and planning, cofinancing, joint 
supervision of implementation, and village-level operation and maintenance management. The 
Ministry of Rural Development (MRD) is adopting a community-managed village-level operation 
and maintenance management system, and it has introduced a water and sanitation user group 
for each and every water point. The groups are responsible for operating and maintaining their 
own water points, including to manage financial requirements for repair and maintenance works. 
 
4. The RWSS sector needs more active private sector participation in the service delivery. 
At present, private sector involvements are limited to constructing facilities through contracted 
                                                 
1  Ministry of Planning, 2006, Progress in Achieving Cambodia Millennium Development Goals. 
2 Defined as use of protected water sources, such as protected wells, tube wells, or piped water systems. 
3 Defined as use of household latrines. 
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works. The sector needs to create an enabling environment for private sector and public sector 
partnership and market development for service delivery, including to establish legal support, 
capacity development, technology innovation, and business development strategies. 
 
B. Government’s Sector Policy and Planning Framework 
 
5. The National Water and Sanitation Policy, prepared jointly by the Ministry of Industry, 
Mines and Energy (MIME) and MRD in February 2003, states as an objective that “every person 
in rural communities has sustained access to safe water supply and sanitation services and is 
living in a hygienic environment by 2025.” The CMDGs4 note that “increasing the proportion of 
the rural population with access to safe water to 50% in 2015, and access to sanitation to 30% 
in 2015, place [a] high priority on RWSS.” MRD initiated the process of developing and adapting 
guidelines, especially regarding informed choice and private sector participation. However, MRD 
has not yet developed an overall RWSS strategy to implement the policy, and only a few 
guidelines have been developed. MRD prepared several implementation manuals in 2004 to 
classify and guide RWSS contractors, as well as guidelines on establishing water user groups. 
 
6. MRD approved a rural water supply and sanitation sector investment plan 2005–2015 in 
January 2005. The plan describes overall sector financing requirements and expected levels of 
coverage based on the CMDGs: 50% of rural population with access to safe water and 30% 
with access to improved sanitation by 2015. As of the CMDG Report in 2006, 42% of the rural 
population had access to safe water and 16% had sanitation coverage. Resources equivalent to 
$116 million in capital investment costs and $4.8 million of recurrent costs will be needed to 
reach the objectives by 2015. Communities are expected to contribute 33% of that amount 
(covering the maintenance cost of water facilities and total investment and maintenance costs of 
sanitation), government 9%, and external assistance 58%. 
 
C. Government’s Institutional Arrangements and Capacity in the Sector 
 
7. Agencies Involved in Rural Water Supply. Several government agencies are 
responsible for the provision, management, and regulation of water. The Sector Coordinating 
Committee for the Development of Water Supply and Sanitation is chaired by MIME, and the 
committee members are MRD, MIME, Ministry of Water Resources and Meteorology 
(MOWRAM), Ministry of Public Works and Transport, and, to a lesser extent, the Ministry of 
Health. MOWRAM has overall responsibility for water resource planning and management. 
MRD is specifically responsible for RWSS. MIME is in charge of water supplies to provincial and 
small towns, as well as of regulating the private sector involved in piped water systems. MRD’s 
role nationally is to plan and coordinate assistance to the RWSS sector. Within MRD, 
responsibilities for RWSS are shared between the Department of Rural Water Supply and the 
Department of Rural Health Care, the latter of which is responsible for sanitation and health 
education. MRD requires further support in strengthening its technical capacity to regulate, 
manage, and operate the sector. At provincial level, MRD manages the sector either through 
provincial departments of rural development (provincial departments) or provincial rural 
development committees (provincial committees). These provincial departments are 
deconcentrated provincial agencies of MRD that implement projects. The provincial committees, 
each chaired by the governor and constituted of representatives from seven provincial line 
agencies, bear responsibility for coordinating development initiatives through formulating the 
provincial strategic development plans and the provincial investment plans. At district level, 
MRD’s district offices of rural development perform the provincial departments’ functions in 

                                                 
4 Ministry of Planning. 2003. Cambodian Millennium Development Goals. Phnom Penh. 



Appendix 9 83 

 

districts. Capacities of all institutions from national level to village level are still weak and require 
improvement in planning, community mobilization and participation, and technical supervision. 
 
D. Asian Development Bank Sector Experience  
 
8. A key lesson from Asian Development Bank (ADB) operations in water supply and 
sanitation relates to a need to encourage private sector participation in managing piped water 
systems. In the case of rural piped water systems managed by the private sector, satisfaction 
and payment rates are excellent, respectively at 85% and 99%. Another lesson learned relates 
to integrated approaches in water, sanitation, and hygiene education in RWSS projects. Such 
approaches create a higher level of sanitation awareness in rural Cambodia of good sanitation 
practices and the need to improve public and household sanitation infrastructure. In its 
operations, ADB catalyzes the deconcentration and decentralization process by supporting 
communes that plan and manage RWSS. Villages and commune councils need to be placed at 
the center of the decision-making process regarding the selection, preparation, and 
implementation of subprojects. Although women’s priorities are often tied to the provision of 
water supply and private latrines, their formal role in RWSS remains limited.  
 
9. Another key lesson is that successful operation of urban water supply facilities is 
possible when MIME provides leadership and the utilities are able to provide incentives to their 
staff. Leadership should include setting appropriate tariffs and developing long-term strategic 
plans, while incentives guarantee implementation of these plans. Only then will infrastructure 
investments be sustainable and knowledge and skill development through training be effective.  
 
10. Except in cases where flooding leads to visible obstruction for human or motorized 
traffic, and despite the increased prevalence of dengue, few local governments consider 
sanitation, including drainage, as a main priority for their developing towns. Sustainable urban 
management requires development of a sanitation strategy, implementation of hygiene 
educational programs, and investments into infrastructure. 
 
11. Development of the water supply and sanitation sector is limited by a lack of qualified 
and skilled professional staff, especially in the more remote provinces. Publicity campaigns and 
financial support are needed to boost the number of graduates in relevant professional fields.   
 
E. Role of Development Partners in the Sector 
 
12. Substantial support to the sector is provided by ADB, UNICEF,5 World Bank,6 
Department for International Development,7 and World Health Organization (WHO). WHO 
focuses on technical development for sanitation and hygiene promotion, and European Union 
provides limited assistance in its multisectoral development program. Japan International 
Cooperation Agency carried out a groundwater development study in central provinces and 
assists in rural water and sanitation on a small scale. The Agence Française de Développement 
focuses on rural water supply and sanitation projects through French nongovernment 
organizations. Several of these, such as World Vision International, Resource Development 
International, and the International Development Enterprises, are active in rural water supply 
and sanitation project implementation on their own terms regarding appropriate technology 

                                                 
5 Its contribution includes $8.4 million in relief assistance to improve water supply in 15 provinces. 
6 The Water and Sanitation Program supports MRD in national policy development and in rural sanitation program 

development. It also provides support to the Government in analytical and capacity building activities. 
7 Department for International Development is involved in the review of RWSS sector and rural sanitation programs 

through the sector study works and the program formulation in progress for further support in sanitation. 
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development and household water quality improvement, simple technology development for 
sanitation, and private sector involvement for rural sanitation market development. 
 
13. ADB has taken a leading role in RWSS sector coordination among the developing 
partners by (i) initiating a national forum on RWSS development,8 building on the analytical and 
technical commitments of other developing partners, and mobilizing required resources; (ii) 
supporting the Government’s commitment to a joint monitoring indicator on sanitation, hygiene, 
and water supply adopted for the first time in 2007;9 and (iii) buttressing community mobilization 
efforts on the linkage between safe water and sanitation and health by means of rural water 
supply and sanitation monitoring through the Technical Working Group for Rural Water Supply 
and Sanitation.10 
 
F. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
14. For the balance of the CSP period, which will be extended to 2010, ADB’s focus will be 
on (i) closely monitored implementation of the ongoing Tonle Sap Rural Water Supply and 
Sanitation Project, which has been delegated to Cambodia Resident Mission for project 
administration, and initiation of effective risk management through a proposed public financial 
management program involving MRD to catalyze donor confidence; (ii) making medium-term 
operational commitments to further sector investments and mobilizing additional donor funding 
in rural water supply and sanitation sector infrastructure11 based on a sector-wide strategy; (iii) 
developing a rural water supply and sanitation strategy building on the analytical and sectoral 
commitment of other donors12 and the commitment in 2007 of the Government for a future joint 
monitoring indicator on water supply and sanitation for the first time;13 and (iv) buttressing 
community mobilization efforts on the linkage between safe water and sanitation and health by 
means of rural water supply and sanitation monitoring. While recognizing the capacity needs of 
urban water supply facilities (especially in provincial towns in remote rural and border areas) 
and the ability to build on the best practice standards established at the Phnom Penh Water 
Supply Authority (PPWSA) and that could be used for monitoring purposes, ADB considers that 
this would need to be addressed, subject to availability of resources, through the regional 
cooperation strategy and program for the Greater Mekong Subregion.  
 
G. Links to CSP Outcomes and Other Sectors and Thematic Areas 
 
15. ADB’s overarching goal for Cambodia, as defined in its country strategy and program 
(CSP) 2005–200914, is sustainable poverty reduction. To achieve this, the CSP focuses on three 
strategic pillars: (i) broad-based economic growth, (ii) inclusive social development, and (iii) 
improved public service delivery. The provision of RWSS facilities is one means by which 

                                                 
8 The National Forum on RWSS aims to create awareness on water and sanitation issues among various 

stakeholders. The initial meeting on the National Forum on RWSS was organized by ADB on 6 June 2007. 
9 The 2008 joint monitoring indicator on sanitation, hygiene, and water supply was agreed at the Government-Donor 

Coordination Committee meeting on 22 May 2007 and adopted by the Cambodia Development Cooperation Forum 
on 20 June 2007. 

10 The Technical Working Group on RWSS was established on 14 September 2007 with representatives of the 
responsible line ministries and key development partners serving as members, chaired by the secretary of state of 
MRD, and with ADB as the lead donor facilitator. 

11 Fiduciary controls for such investments would be strengthened through the Public Financial Management Reform 
Program for Rural Development. 

12 Such other donors include Department for International Development, Japan International Cooperation Agency, 
and United Nations Development Programme. 

13 The joint monitoring indicator’s inclusion was agreed at the Government-Donor Coordination Committee meeting 
on 22 May 2007. 

14 ADB. 2005. Country Strategy and Program, 2005-2009:Cambodia. Manila. 
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economic growth and inclusive social development can be achieved. Continued support to the 
sector should focus on institutional capacity building and deconcentration and decentralization. 
Development of implementation guidelines, along with capacity building at all government and 
community levels, is required to ensure sustainability of the investment. Stimulation and 
facilitation of private sector involvement is considered essential for increasing coverage of 
distribution systems, while education on hygiene practices is a precondition for improving public 
health. 
 
H. Indicative Areas for Intervention 
 
16. Following the RWSS Sector Investment Plan 2005–201515, and in addition to the current 
grant of $18 million under the Tonle Sap Rural Water Supply and Sanitation, ADB will support a 
second rural water supply and sanitation project (RWSS II) in 2009, with a pledged amount of 
$15 million, to assist the Government to achieve the CMDG by strengthening the capacity of 
low-income communities in rural areas to design, build, and manage water supply and sanitation 
facilities; provide hygiene education; and increase the number of water supply and sanitation 
facilities. The project design will follow the principles of a community demand-driven approach 
while focusing on the poor and strengthening gender equity in the use of water and sanitation 
services. Project preparatory technical assistance (PPTA) during 2008 in the amount $0.5 
million will help the Government and MRD in developing RWSS II. ADB’s commitment to act as 
a catalyst in attracting more development partners in the sector will be long term. In 2010, a 
third PPTA project, with a pledged amount of $0.8 million, will be implemented to assist MRD to 
strengthen its institutional capacity to manage and to expand access to safe water sources and 
improved sanitation across a larger rural population. Meanwhile, ADB intends to actively 
participate in the following thematic areas of the RWSS program implementation: 

(i) policy development and development of implementation guidelines, 
(ii) decentralization and deconcentration promotion and community-based 

mechanisms and civil societies, 
(iii) good governance principles (transparency, accountability, and predictability), 
(iv) capability building and strengthening of provincial and district-level government 

agencies, and 
(v) private sector and public sector partnership and private sector promotion. 

 
I. Monitoring mechanism 
 
17. Monitoring and evaluation of the progress toward achieving the outcomes and outputs of 
this sector road map will be carried out through 

(i) project review missions; 
(ii) a project performance management system; 
(iii) country partnership strategy reviews; 
(iv) an RWSS sector database to be operated and updated by MRD, which will 

collect and process the RWSS program implementation data in all provinces; and 
(v) RWSS sector development partner forums to monitor and review the progress 

and sector development trends in terms of national targets and sector agendas. 

                                                 
15 MRD. 2005. Rural Water Supply and Sanitation Sector (RWSS) Sector Investment Plan 2005-2015. Phnom Penh. 
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Table A9: Sector Results Framework 
 

Relevant CSP Outcomes 
 

Sector-Level Outputs 
 

 
CSP 

 Outcomes 
Relevant to the 

Sector 

 
Key Opportunities 
and Constraints 

 

Subsector 
Outcomes / Key 
Sector Outputs 

 

 
Sector Milestone / 
Tracking Indicators / 
Interim Indicators 

 
 
 
 

ADB assistance 

 
 
 
 

Risk 

Increase the 
proportion of the 
rural population 
with access to 
safe water 
resources (from 
24% in 1998 to 
50% in 2015). 
 
Increase the 
proportion of the 
rural population 
with access to 
improved 
sanitation (from 
8.6% in 1996 to 
30% in 2015). 
 
 

Translating Policy into 
Action: A national 
RWSS policy has 
been adopted with 
National Goal. 
 
Governance and 
Transparency for 
Sector Investment  
 
Enabling environment 
for increased 
investments in the 
water sector, 
financing 
mechanisms, and 
effective cost 
recovery mechanisms 
 
RWSS Sector 
Reform: Institutional 
reform, capacity 
building, management 
systems, institutional 
coordination between 
government agencies 
 
National Consensus 
for Service Delivery 
Principles: Ensuring 
affordability and 
equity in water service 
delivery; efficiency 
and cost effectiveness 
in water service 
delivery; integrating of 
safe water, 
appropriate sanitation, 
and better hygienic 
behaviors. 
 
Enhancing active 
community 
participation in RWSS 
sector sustainable 
management.    
 
Weak capacity of 
relevant implementing 
agencies at central 
and local levels 
 

RWSS sector’s 
planned outcomes 
are sustained 
access for all rural 
communities to 
improved and safe 
water supply and 
sanitation facilities, 
along with better 
hygiene.  
 
Improved rural 
water supply and 
sanitation in five 
provinces of Tonle 
Sap basin, 
including to extend 
safe water supply 
service to 50% of 
rural population 
and sanitation 
improvements to 
30% of rural 
population in target 
areas by 2011. 
 
Enhancing 
community 
empowerment 
through village-
based water and 
sanitation user 
groups for 
sustainable 
management of 
rural water supply 
and sanitation 
facilities. 
 
Improving the 
RWSS sector 
institutions at 
various levels 
under 
decentralization 
and 
deconcentration 
framework.   
 
National strategy 
development and 
principle guidelines 
for RWSS sector 
program 
implementation. 

By 2010, rural water 
supply service 
coverage for 40% of 
rural population. 
 
By 2010, rural 
sanitation service 
coverage for 20% of 
rural population. 
 
By 2015, rural water 
supply service 
coverage for 50% of 
rural population. 
 
By 2015, rural 
sanitation coverage 
for 30% of rural 
population. 
 
By 2025, every rural 
population will have 
safe water supply and 
sanitation services. 

The rural water 
supply and 
sanitation 
projects: 
 
(i) strengthen the 
communities’ 
capabilities to 
design, 
cofinance, build, 
operate, and 
manage water 
supply and 
sanitation 
facilities and to 
increase hygiene 
awareness 
through 
campaigns; 
  
(ii) improve 
access to safe 
water;  
 
(iii) expand 
access to 
sanitation 
facilities;  
 
(iv) improve the 
capacity of 
government 
agencies to plan 
and facilitate 
provisions for 
quality water and 
sanitation 
services;  
 
(v) assist 
development of 
the national 
strategy on 
RWSS and of 
national 
guidelines for 
RWSS sector 
reforms; 
 
(vi) assist the 
Government to 
improve the 
institutional 
structures and 
public-private 
sector  

Changes in the 
decentralization 
and 
deconcentration 
processes 
 
A stable political 
environment and 
continued 
support for the 
decentralization 
and 
deconcentration 
policies are 
prerequisites for 
the success of 
this project. 
 
Lack of strong 
ownership and 
leadership within 
MRD in donors 
coordination 
 
Water sanitation 
user group 
participation and 
ownership could 
be lacking due to 
limited 
experience in 
working 
together. 
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Relevant CSP Outcomes 
 

Sector-Level Outputs 
 

 
CSP 

 Outcomes 
Relevant to the 

Sector 

 
Key Opportunities 
and Constraints 

 

Subsector 
Outcomes / Key 
Sector Outputs 

 

 
Sector Milestone / 
Tracking Indicators / 
Interim Indicators 

 
 
 
 

ADB assistance 

 
 
 
 

Risk 

partnership 
development 
and facilitate 
effective 
cooperation 
among key 
donors and 
development 
partners; 
 
(vii) support 
development of 
policy and 
implementation 
guidelines;  
 
(viii) take a 
decentralization 
and 
deconcentration 
approach and 
use community-
based 
mechanisms;  
 
(ix) are based on 
good 
governance 
principles;  
 
(x) build capacity 
and strengthen 
provincial and 
district agencies; 
and  
 
(xi) promote 
public-private 
partnership in 
the sector. 
 

ADB = Asian Development Bank, CSP = country strategy and program, MRD = Ministry of Rural Development, RWSS = rural water 
supply and sanitation.  
Sources: Royal Government of Cambodia and Asian Development Bank. 
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TRANSPORT SECTOR ROAD MAP 
 
 

A. Sector Situation and Key Issues in the Sector 

1. In about the last 15 years, the Government’s emphasis has been on rehabilitating 
Cambodia’s core transport infrastructure to restore national cohesion and create the foundations 
for economic growth. The two international airports (Phnom Penh and Siem Reap), the two 
main ports (Phnom Penh and Sihanoukville), and the primary highway network have been—or 
will soon be—fully rehabilitated.1 The Asian Development Bank (ADB) is providing technical 
assistance (TA) to restructure the railway and transparently privatize its operations under a 
long-term concession agreement, and it has approved a loan for rehabilitating the railway 
network. 
 
2. However, much remains to be done. Most provincial and rural roads are seasonally 
impassable to motorized traffic and await rehabilitation. Inland water transport and river ports 
need upgrading and modernization to support multimodal transport. Domestic airports require 
repair and an assured financial basis to provide safe operations. Traffic regulation and 
enforcement is weak or nonexistent and road safety is poor. Infrastructure development is 
mostly donor financed, and its subsequent operation and maintenance is hindered by shortages 
of funds and lack of efficient and transparent mechanisms for maintenance planning, 
disbursement, and execution. Transport services are expensive, partly due to poor infrastructure 
and partly because of market failure. Safeguards, and especially resettlement of affected 
persons, lack an adequate legal basis. Solving these problems represent prerequisites for 
Cambodia’s continued economic and social development. 
 
3. The railway is owned and operated by Royal Railways of Cambodia, a state-owned 
enterprise under the Ministry of Public Works and Transport (MPWT). The railway consists of 
the 254 kilometer (km) southern line, which links Phnom Penh with the country’s main seaport in 
Sihanoukville, and the northern line (388 km) that links Phnom Penh with Poipet on the border 
with Thailand through Battambang in northwestern Cambodia. However, the last 48 km of track 
toward the border were destroyed during the war in 1970s. Currently, traffic is about six or 
seven trains per day. Maximum train speed is 15 km per hour. There is an average of one 
derailment per week. Many bridges are in danger of collapse. If a new Phnom Penh–Ho Chi 
Minh City railway is constructed, this new line, together with the rehabilitated northern line, 
would complete the Singapore-Kunming railway link, a long-term development priority of the 
Association of Southeast Asian Nations. 
 
4. There are a number of airports in Cambodia. However, only Phnom Penh and Siem 
Reap Angkor international airports have the regularly scheduled flights at present. Private sector 
operators hold a 25-year concession (1995–2020) from the Government to manage and operate 
the two international airports. As the national and provincial roads have been improved, traffic 
demand for using domestic airports in the provinces gradually declined, and scheduled flight 
operations to and from the domestic airports disappeared. 
 

                                                 
1 This Assessment is a synthesis of recent analysis and policy recommendations presented in: Government of 

Cambodia. 2002. Cambodia Transport Sector Strategy Study. Phnom Penh; Government of Cambodia. 2002. 
National Poverty Reduction Strategy. Phnom Penh; World Bank and ADB. 2003. Integrated Fiduciary Assessment 
and Public Expenditure Review. Phnom Penh; and Japan International Cooperation Agency. 2005. National Road 
Master Plan. Phnom Penh. 
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5. Shortage of government funding for operations and maintenance of infrastructure is a 
major constraint. There is scope for involving the private sector as a source of financing and for 
managing infrastructure in the railway network, international ports, terminal facilities, air traffic 
control and, with increasing traffic levels, on selected highway sections. Most transport 
infrastructure is only lightly utilized, however, and it cannot generate sufficient revenue to enable 
private companies to fully cover their costs from user fees, let alone make a profit. To overcome 
this, initial financing of, for example, road maintenance and other essential transport 
infrastructure is required until traffic has grown to a point where user financing can cover costs.2 
 
6. Shortage of qualified professional staff in the Government to manage and take 
leadership of projects, programs, and strategy development continues to be a major constraint 
on redeveloping Cambodia’s economy and infrastructure. ADB and its development partners 
have expended much effort on strengthening institutions through human resources 
development. These have produced some progress, but, if increased efficiency is to be 
achieved, there needs to be a shift from emphasizing staff training to a two-pronged strategy 
combining human resources development with reform and restructuring of the institutions 
concerned. Such efforts are included as part of the Road Asset Management Project. 
 
B. Government’s Sector Policy and Planning Framework 
 
7. The Government’s strategy since 1994 has been to restore a core transport system that 
connects the main centers of the country and the primary border crossings, thus supporting 
integration of the national economy into the regional and global economies. The primary tools 
have been (i) focusing road investments on rehabilitating existing national highways and 
selected provincial, rural, and urban roads; (ii) comprehensive privatization of transport 
provision; (iii) selective relaxation of restrictive regulations, including most restrictions on 
importation of motor vehicles and on access for foreign airlines to operate in Cambodia (the 
open skies policy); and (iv) franchising of the operation, maintenance, and development of 
National Road 4 and the three international airports in Phnom Penh, Siem Reap, and 
Sihanoukville to the private sector. The franchising, although successful in terms of outcomes, 
has suffered from a lack of transparency in terms of process. 
 
8. A revised strategy for future development of the transport sector is being prepared by 
MPWT, based on the Cambodia transport sector strategy study that was financed by ADB and 
completed in December 2002. The process has been slow but reforms have been implemented. 
This has included forming the Interministerial Committee for Road Maintenance, comprising 
representatives from MPWT and the Ministry of Economy and Finance. The Committee has 
helped to mobilize significant funding for routine maintenance on the national road network. 
ADB, in cooperation with the World Bank and the Australian Government, support this by 
financing a Road Asset Management Project3, which will fund periodic maintenance of the 
paved national roads to secure the national road network’s sustainability. It also will provide 
associated TA to establish a maintenance unit in MPWT. The main objectives of the 
Government’s strategy are described below: 

                                                 
2 The complex and interlinked issues of road maintenance funding, planning, disbursement, and execution, as well 

as the present and future role of the Fund for Repair and Maintenance of Roads, are discussed extensively in ADB. 
1999. Technical Assistance to the Kingdom of Cambodia for Strengthening the Maintenance Planning and 
Management Capabilities at the Ministry of Public Works and Transport. Manila (TA 3257-CAM, approved on 21 
September); and ADB. 2001. Technical Assistance to the Kingdom of Cambodia for the Transport Sector Strategy 
Study. Manila (TA 3651-CAM, approved on 27 April). 

3  ADB. 2008. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 
Kingdom of Cambodia for the Road Asset Management Project (Loan 2406-CAM). Manila. 
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9. Support Sustained Economic Growth and Promote External Trade and Foreign 
Direct Investments. Transport is an integral part of the production of nearly all goods and 
services. A good transport infrastructure and cost-effective transport systems are preconditions 
for Cambodia’s export drive and for successful development of its tourism potential. It is also a 
major factor in containing the cost of living and improving rural livelihoods. Increased diversity in 
transport supply and improved transport logistics enabling multimodal transport chains are 
needed to improve Cambodia’s international competitiveness and its attractiveness to direct 
foreign investors. 
 
10. Support Poverty Reduction and Integration of the Country. By enabling new 
productive activities in areas not previously open to economic exchange, transport creates the 
foundations for more inclusive and pro-poor economic growth. Transport achieves this by 
providing cost-effective and reliable access to economic opportunities and social services, thus 
enabling the poor to participate more fully in society. Accessible and dependable transport 
networks, and especially provincial roads, are needed to link the provinces together and 
integrate rural areas into the mainstream economy. 
 
11. Streamline and Focus Sector Institutions and Expand Private Sector Involvement 
in Infrastructure Provision. The Government emphasizes strengthening of institutions, and 
especially the creation of a clear mandate for their activities,4 as the basis for institutional reform 
and strengthening. The Government recognizes that, given the human resource constraints, 
flexibility is required in implementation. The focus needs to be on efficiency, transparency, and 
increasing reliance on the private sector. In the past, the Government has shown that it is ready 
to involve foreign and domestic investors in financing, development, and management of 
transport infrastructure. The Government intends to pursue this avenue further and also strongly 
supports the development of domestic contractors to undertake infrastructure construction and 
maintenance services. 
 
12. Improve Safety and Enforcement. The Government is keenly aware of the rapidly 
growing social and economic cost of poor traffic safety.5 It recognizes that inefficient 
enforcement due to a weak legal foundation, inadequate resources, and corrupt practices is a 
root cause of the problem. 
 
C. Government’s Institutional Arrangements and Capacity in the Sector 
 
13. MPWT is responsible for all surface transport modes (roads, rail, inland waterways, 
ports, and shipping). Air transport is the responsibility of the State Secretariat of Civil Aviation. 
MPWT develops and manages the road network, but it has delegated the development and 
management of secondary rural roads (defined as rural roads used by less than 50 vehicles per 
day and considered rural infrastructure) to the Ministry of Rural Development (MRD) and of 
urban roads (which are roads within a declared urban area) to the relevant city councils in the 
larger cities or, in the case of smaller towns, to the relevant Provincial Governor. Maintenance of 
the primary and secondary roads is executed through the provinces. 
 

                                                 
4 The World Bank has provided TA to draft a Road Law that will soon be sent to the National Assembly and will form 

the future basis for road administration and the regulation of road traffic. 
5 Japan International Cooperation Agency is providing assistance for an urban road safety initiative and Handicap 

International is developing and operating an enhanced road accident reporting system. 
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14. The Government has initiated a process of decentralization and reform. The delivery of 
transport infrastructure services, which previously was centrally managed by MPWT, has been 
delegated to the provincial level. MPWT itself is in the process of shifting its focus away from 
direct management of transport infrastructure toward planning and oversight of the sector. The 
process is moving forward with significant support from ADB, the World Bank and the Japan 
International Cooperation Agency (JICA), but it is encumbered by shortages of skills and 
resources at national and provincial levels. Progress in maintenance of the national roads has 
recently been made by the establishment of an Interministerial Road Maintenance Committee in 
September 2006. That Committee facilitates road maintenance issues in terms of prioritization 
of works, budget allocation, disbursement processes, and monitoring for 2007. The reform 
process is necessary, but, given the lack of capacity, it is fraught with difficulty in the short term.  
 
D. ADB Sector Experience 
 
15. The Government recognizes ADB (which supports development of the country’s 
highways, provincial roads, railway, and other transport infrastructure) as the lead development 
partner in the transport sector. The experience from ADB-financed projects shows MPWT’s 
strong commitment and generally satisfactory technical capabilities in implementing transport 
infrastructure projects. However, a number of issues need to be addressed to ensure 
sustainability and minimize adverse environmental and social impacts. With regard to 
sustainability, the issue is caused by inadequate road maintenance funds and a lack of a 
comprehensive road maintenance management system. This issue needs to be addressed 
under a future ADB-financed project. 
 
16. Implementation of resettlement activities is a matter of concern for ADB-financed 
transport projects. Most resettlement issues are caused by delay in finalizing an updated 
resettlement plan that is acceptable to ADB and the subsequent implementation of the plan. 
This has largely been due to discrepancies in resettlement policy requirements between ADB 
and the Government. This issue is being addressed through ADB-provided TA. 
 
17. Other adverse impacts of transport projects, ranging from poor safety, to transmission of 
HIV/AIDS, trafficking in women and children, and environmental impacts need to be effectively 
addressed and unavoidable negative impacts mitigated. ADB has expended considerable effort 
and resources to assist the Government in establishing a legal basis for environmental 
management. Systems are now in place and working, but continued support will be needed to 
firmly embed these in the Government’s program of infrastructure development.  
 
18. It is noted that transport infrastructure projects have had very little development impact 
in terms of facilitating the emergence of domestic contractors, consulting engineers, and other 
service providers. The Road Asset Management Project will use only, contractors but not the 
Government’s road maintenance units to install road overlays and other periodic maintenance 
works. That will help create demand for private sector contractors that otherwise would not 
emerge. Future projects should further explore the scope for increased local input in project 
execution as a means of boosting the country’s human resources capacity. 
 
E. Role of Other Development Partners in the Sector 
 
19. Major development partners in the sector include JICA (ports, highways, bridges, and 
technical assistance to MPWT) and the World Bank (highways, provincial roads, and technical 
assistance to MPWT). Japan Bank for International Cooperation has recently started operations 
in Cambodia and is implementing its first lending pipeline to the country (port, energy, and 
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special economic zone). The Mekong River Commission is driving a program for improving 
navigation on the Mekong River, which will help in modernizing inland water transport. The 
People’s Republic of China (PRC), Korea, Thailand, and Viet Nam are all providing assistance 
to rehabilitation of roads. PRC has recently allocated additional, substantial development funds 
to Cambodia, which partially will be allocated to rehabilitating and upgrading existing 
infrastructure and partially to new projects, such as a proposed new railway line between 
Phnom Penh and Ho Chi Minh City. If implemented, this new line would interconnect Bangkok, 
Phnom Penh, and HCMC, and it would make the Singapore to Kunming railway link a reality. 
JICA and other development partners are providing assistance in addressing the issues of road 
safety and human trafficking. 
 
F. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
20. Increased Transport Efficiency. Market failure is common in the domestic transport 
system. As a result, the international competitiveness of Cambodia’s nascent export 
industries—garments and tourism—is being undermined by high transaction costs and the 
potential for diversifying the economy into such other sectors as agro-industry and assembly is 
correspondingly limited. ADB’s Rehabilitation of the Railway Project6 will help reducing the 
scope for market failure by giving transport users additional choices of mode and route. 
Progress can be measured by monitoring long-distance bus and truck fares. An average 
reduction in fares by 10% in real terms should be attainable within the country strategy and 
program (CSP) period. 
 
21. Improved Sustainability of Transport Infrastructure. Much of the newly rehabilitated 
road transport infrastructure is presently unsustainable due to insufficient mechanisms for 
disbursement and execution of road maintenance. The Government has taken various initiatives 
that have improved transport infrastructure maintenance inclusive of road maintenance, but 
there is still scope for improvement and a need for additional funding. The Road Asset 
Management Project will address these issues for the paved national roads. Progress can be 
measured by monitoring the share of MPWT roads in good condition. An increase from about 
30% today to about 40% should be attainable within the CSP period. 
 
22. Improved Rural Access. The secondary (provincial) road network remains largely 
unrehabilitated and without maintenance. Many rural areas and some provincial towns are still 
without dependable access to the mainstream economy, and the populations there remain 
trapped in poverty for lack of economic opportunity. These issues are being addressed in 6 
provinces by ADB’s Northwestern Rural Development Project7 and the Mainstreaming Labor-
Based Road Maintenance to the National Roads Network Project8 that is funded by the Japan 
Fund for Poverty Reduction, as well as by the World Bank’s Provincial and Rural Infrastructure 
Project. The proposed upgrading of National Road 56 to paved standard would aid this by 
securely connecting rural roads in northwestern Cambodia to the national road network. 
Progress can be measured by monitoring the share of MRD-administered roads in good 
condition. An increase from 16% today to 25% should be attainable within the CSP period. 
 

                                                 
6  ADB. 2006. Report and Recommendation of the President to the Board of Directors on a a Proposed Loan to the 

Kingdom of Cambodia for the GMS Rehabilitation of the Railway in Cambodia Project (Loan 2288 – CAM). Manila. 
7  ADB. 2001. Report and Recommendation of the President to the Board of Directors on a a Proposed Loan to the 

Kingdom of Cambodia for the Northwestern Rural Development Project (Loan 1862-CAM). Manila. 
8  ADB. 2004. Proposed Grant Assistanceto the Kingdom of Cambodia for the Mainstreaming Labor-based Road 

Maintenance to the National Roads Network Project (JFPR 9048). Manila. 
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23. Improve Safety: Traffic management and enforcement is severely lacking, with the 
result that the efficiency and safety of transport is in jeopardy. Cambodia already has 
experienced that the number of road fatalities is growing much faster than traffic itself. In Phnom 
Penh, congestion problems are emerging. Comparable issues are present in the other transport 
subsectors. The ongoing Restructuring of the Railway in Cambodia Project9 includes 
implementation of a Railway Safety Plan as part of the concession agreement for the future 
railway operator, and ADB is seeking financing for nationwide implementation of the 
Government’s Road User Education Campaign under the proposed Road Asset Management 
Project. A reduction in road fatalities from the current 12 fatalities annually per 10,000 vehicles 
to 7 fatalities per 10,000 vehicles should be attainable within the CSP period. 
 
24. Implement Adequate Safeguard Policies: While significantly benefiting the general 
public, infrastructure can result in significant adverse social and environmental impacts in a 
project area. The priority is to entrench the concept of—and adherence to—national safeguard 
policies inclusive of instituting adequate grievance mechanisms to ensure that negative social 
and environmental impacts are minimized and residual impacts are adequately mitigated. The 
TA for Enhancing the Resettlement Legal Framework and Institutional Capacity Project10 will 
assist the Government in formulating a sub-decree related to involuntary resettlement. Under 
the Road Asset Management Project, TA will be provided to support implementation of the 
proposed sub-decree on resettlement. The TA will include assistance to further strengthen the 
legal framework through preparation of implementing regulations and technical guidelines of: (i) 
the institutional framework for all aspects of resettlement; and (ii) for regulating, implementing, 
and disseminating the new legal instruments. Justified grievances on new projects implemented 
by the Government, ADB, and others should be eliminated within the CSP period. 
 
G. Links to CSP Outcomes and Other Sectors and Thematic Areas 
 
25. The pillars of the CSP are (i) sustainable pro-poor economic growth, (ii) inclusive social 
development, and (iii) good governance and improved public service delivery. ADB’s program of 
lending and TA projects for the transport sector feed into all three strategic goals by focusing on 
(i) reform and strengthening of sector institutions to increase their ability to effectively manage 
the transport sector and thereby securing its sustainability; (ii) increasing the reach and 
reliability of transport networks in rural areas to spur economic development in these areas; and 
(iii) increasing the safety and cost effectiveness of transport, which, in turn, promotes economic 
development and reduces the cost of living. The transport sector program complements efforts 
in other infrastructure sectors, notably power and water, and together these provide the 
infrastructure required to enable effective delivery of social services and an environment 
conducive to development of economic activities. 
 
H. Indicative Areas for Intervention 
 
26. To address the road maintenance issues, ADB, in cooperation with World Bank and the 
Government of Australia, is financing a Road Asset Management Project that will resurface the 
paved national roads to prevent them from deteriorating prematurely and improve the 
Government’s road asset management capacity. The project will assist the Government 
in periodic maintenance of national and provincial roads. It will help in implementing institutional 

                                                 
9  ADB. 2005. Technical Assistance to Kingdom of Cambodia for Restructuring of the Railway Project (TA4645-CAM). 

Manila. 
10 ADB. 2004. Technical Assistance to Kingdom of Cambodia for Enhancing the Resettlement Legal Framework and 

Institutional Capacity Project (TA4490-CAM). Manila. 
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strengthening to effectively undertake management and maintenance of the roads network and 
start a process of privatizing the Government’s force account units. ADB intends to prepare a 
similar project to preserve the assets of provincial and rural roads. 
 
27. ADB and other development partners will continue to work together to strengthen the 
project implementation capacity of MPWT and MRD at the central and provincial levels; secure 
observance and strengthen implementation of safeguard policies; and develop the capacity to 
plan and execute infrastructure maintenance and development. ADB will continue to provide 
assistance in these areas through effective implementation of the ongoing Road Asset 
Management Project, as well as provide support to address such other emerging issues as 
improving traffic safety, strengthening traffic law enforcement, and removing unfair barriers to 
competition. Continued support for rural access is needed in the remote provinces to overcome 
the weakness of connectivity beyond the primary network, secure existing road assets, and 
improve subregional connectivity. ADB will continue to encourage the Government to implement 
related institutional and policy reforms. 
 
28. Taking into account the increasing emergence of bilateral financiers in the transport 
sector, ADB operations during 2009–2010 will shift from large-scale rehabilitation works in the 
national program to fostering (i) subregional transport connectively, (ii) rural development 
impacts by enhancing rural access, and (iii) technical cooperation in terms of setting social 
safeguards and technical standards. Therefore, ADB will provide support in the transport sector 
through the following projects: (i) the Greater Mekong Subregion (GMS) Cambodia Northwest 
Provincial Road Improvement Project, (ii) TA for the Provincial and Rural Road Asset 
Management Project, and (iii) the Provincial and Rural Road Asset Management Project. The 
GMS Cambodia Northwest Provincial Road Improvement Project will aim at improving 
connectivity within the region, thus improving access to markets, social services, and work 
opportunities, as well as increasing interregional and intraregional trade and cooperation. The 
Provincial and Rural Road Asset Management Project will contribute to increasing the direct 
poverty reduction impact of the rural road network and strengthen the Government’s capacity for 
road maintenance planning, management, monitoring, and funding. 
 
I. Monitoring Mechanism 
 
29. ADB, World Bank, and JICA have expended substantial effort to support the 
development of consistent and measurable performance monitoring indicators for all aspects of 
the transport sector. Some successes have been achieved, but major aspects of the transport 
sector remain unmonitored or, at best, are monitored only on an ad hoc basis in connection with 
project preparation. The development of suitable monitoring indicators and institutionalization of 
collection and dissemination systems is a key objective of the ongoing process of reforming 
MPWT. Discussions and performance monitoring are also undertaken in the context of the 
Government and Donors Technical Working Group on Infrastructure and Regional Cooperation, 
which is chaired by MPWT. 
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Table A10: Sector Results Framework 
 
 

 
Relevant CSP Outcomes 

 
Sector-Level Outputs 

CSP 
Outcomes 
Relevant to 
the Sector 

Key Opportunities and 
Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking Indicators 
/ Interim Indicators 

ADB Assistance Risk 

Increased 
transport 
efficiency 
 
 
 
 
 
 
 

High transport costs 
 
Lack of competitiveness 
between transport 
modes 

Reform and 
strengthen road 
and rail subsector 
institutions with 
wider involvement 
of the private 
sector to improve 
infrastructure 
sustainability. 

Reduction in 
transport fares by 
10% by 2010 

Ongoing 
TA for 
Restructuring of 
the Railway in 
Cambodia 
(supplementary) 
GMS 
Rehabilitation of 
the Railway in 
Cambodia Project 

Railway operator 
private 
concession is 
delayed.  

Improved 
sustainability 
of transport 
sector 

Transport infrastructure 
is unsustainable due to 
lack of a sustained 
maintenance mechanism 
and shortage of 
maintenance funds. 

Improve 
mechanism for 
maintenance of 
transport 
infrastructure. 

Increase in well-
maintained roads 
from 30% to 40% 
within the CSP 
period 

Ongoing 
Road Asset 
Management 
Project   
Proposed 
GMS Cambodia 
Northwest 
Provincial Road  
Improvement  
 
TA for Provincial 
and Rural Road 
Asset 
Management 
Project 
 
Provincial and 
Rural Road Asset 
Management 
Project 

Commitment is 
lacking to 
implement a 
sustained road 
maintenance 
management 
system. 
 
 
 

Improved rural 
access 

Large groups unable to 
benefit from economic 
growth due to high costs, 
poorly maintained and 
incomplete 
infrastructure. 

Increase the reach 
and reliability of 
the road and rail 
transport networks 
and improve 
subregional 
connectivity. 

Increase of rural 
roads in good 
conditions from 16% 
to 25% by 2010 

Ongoing 
Cambodia Road 
Improvement 
Project 
 
Northwestern 
Rural 
Development 
Project  
 
TA for 
Mainstreaming of 
Labor-Based 
Road 
Maintenance to 
the National Road 
Network 
 

Project 
Implementation 
delays  
 
Delay in the 
release of 
government 
counterpart funds 
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Relevant CSP Outcomes 

 
Sector-level Outputs 

CSP Outcomes 
Relevant to the 

Sector 
Key Opportunities 
and Constraints 

Subsector 
Outcomes / Key 
Sector Outputs 

Sector Milestone / 
Tracking Indicators 
/ Interim Indicators 

ADB Assistance Risk 

 
 

 
 

 
 

 
 

Southern Coastal 
Corridor Project  
 
Proposed 
GMS Cambodia 
Northwest 
Provincial Road 
Improvement 
 
TA for Provincial 
and Rural Road 
Asset 
Management 
Project 
 
Provincial and 
Rural Road Asset 
Management 
Project 

 
 

Improved safety 

 

 

Weak traffic 
management and 
enforcement of traffic 
regulations   

Increase road 
user education 
campaign and 
implement a 
railway safety 
plan.  

Reduction in road 
fatalities from 12 
fatalities per 10,000 
vehicles per year to 
7 fatalities per 
10,000 by 2010 

Ongoing 
TA for 
Restructuring of 
the Railway in 
Cambodia 
(Supplementary) 
 
Road Asset 
Management 
Project   
 

Insufficient funds 
for implementing 
traffic education 
campaign 

Adequate 
safeguard 
policies 
Implemented. 

Lack of legal basis for 
addressing social 
safeguards issues 

Adequate 
grievance 
mechanism 

Sub-decree, 
regulations, and 
guidelines related to 
resettlement 

Ongoing 
TA for Enhancing 
the Resettlement 
Legal Framework 
and Institutional 
Capacity  
 

Insufficient 
capacity to 
support the 
reforms 
 

ADB = Asian Development Bank, CSP = country strategy and program, GMS = Greater Mekong Subregion, TA = 
technical assistance. 
Sources: Royal Government of Cambodia and Asian Development Bank. 
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