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SECTOR ASSESSMENT: PUBLIC SECTOR MANAGEMENT 
 

A. Sector Performance, Problems, and Opportunities 
 
1. The capacity of public administration to carry out government policies and to deliver 
public services is limited. The public sector is hampered by a fragmented administrative structure, 
overlapping responsibilities, and complex business processes. It suffers equally from low 
salaries, and inefficient human resource management practices. Financial management capacity 
is improving, but still inadequate at all levels of administration, and continues to pose significant 
fiduciary risks for limited public resources. This weakness has translated into losses to allocative 
and operational efficiency and accountability for public spending.  
 
2. Oversight institutions and processes are at early stages of development. The National 
Audit Authority (NAA), established as the supreme audit institution in 2002, with a legal mandate 
conferred by the Audit Law (2000), is constrained by limited capacity and inadequate resources.  
 
3. Inefficiency in administrative performance, and inadequate accountability and   
responsiveness to the needs of local communities pose significant challenges. The coverage 
and overall quality of public services need significant improvements. Subnational service delivery 
is characterized by a confusing mix of centralized, decentralized, and deconcentrated 
arrangements, where roles and responsibilities are not clearly defined between central and local 
administrations. In addition, conflicting and fragmented assignments of functions to different 
ministries have resulted in the creation of multiple sector programs that present severe 
administrative management overlaps, creating additional complexity for responding to local 
needs. Overall, civil servant deployment to local administrations is not in line with the scale of 
functions and the priority needs of local communities. Additional stress is expected with the 
strengthening of the functional responsibilities of provincial and district administrations.   
  
B. Government’s Sector Strategy 
 
4. The Rectangular Strategy and successive socioeconomic development plans—the 
National Strategic Development Plan (NSDP), 2006–2010 and the NSDP update, 2009–2013— 
underline the need to improve public sector governance environment through effective 
implementation of the Governance Action Plan (GAP) I and II. 1  Good governance is 
cross-cutting, and is recognized as a core pillar of the Rectangular Strategy and the NSDP, not 
only in respect to the Millennium Development Goals and poverty reduction, but also to increase 
quality and effectiveness in public service delivery.2 The government's stated aim is to improve 
the quality of public administration through implementation of reform programs including the 
National Program for Public Administrative Reform (NPAR), Decentralization and 
Deconcentration (D&D) Reform, PFM Reform, and Legal and Judicial Reform. Development 
partner support the implementation of these reforms. The pace of implementation of these 
reforms, however, is uneven. Gradual progress has been made on PFMRP and D&D reform 
programs. NPAR has made some progress on a number of fronts, but further development is 
required in areas relating to public service delivery, human resources management, capacity 
development and compensation. There is concern at the speed and depth of the legal and 
judicial reform program.  
                                                      
1 In 2001, the government approved the Governance Action Plan (GAP I) to promote multi- and cross-sectoral 

governance reforms and on the basis of experience gained, GAP II, 2005 was formulated and is being implemented. 
2 Royal Government of Cambodia. 2008. Rectangular Strategy for Growth, Employment, Equity and Efficiency. Phnom 

Penh; and Royal Government of Cambodia. 2010. National Strategic Development Plan Update 2009-2013. Phnom 
Penh.    
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1. Public Financial Management Reform 

 
5.  The Ministry of Economy and Finance (MEF) launched the Public Financial Management 
Reform Program (PFMRP) in December 2004 to address weaknesses in the PFM system. The 
program has a multi-platform approach, 3  with each platform building on the foundation provided 
by the earlier one. This sequencing reflects the recognition that strengthening aggregate 
efficiency and core elements of the existing PFM framework were necessary, prior to addressing 
more substantive accountability, policy, and performance issues.    
 
6. While implementation of platform 1 of the PFMRP entailed minimum institutional changes 
that contributed to success, platform 2 (which is being implemented) faced several institutional 
challenges that require significant capacity development. Implementation of a financial 
management information system and measures to deepen fiscal decentralization within the 
framework of D&D under platform 2 is technically, managerially, and politically demanding. While 
some progress has been made in budgeting, fiscal controls, and accountability, the effects of 
improvements in public sector financial management on service delivery have been relatively 
modest.  
 

2. Decentralization and Deconcentration Reforms 
 
7. In 2005, a strategic framework established the basic principles and scope for a 
comprehensive decentralization program. With the overall goal of strengthening the institutions 
of local democracy and the capacity of local administrations for service delivery, the 10-year 
National Program for Sub-National Democratic Development (NP-SNDD, approved in 2010) 
provides the overarching objectives of the reform, while the forthcoming first 3-year 
implementation plan (IP3, 2011–2013) focuses on the immediate actions required for the 
establishment, governance, and functioning of subnational administrations (SNAs).  
 
8.  The Organic Law on Administrative Management of the Capital, Provinces, Municipalities, 
Districts and Khans (2008) and the newly approved Sub-National Finance Law (2011) provide 
the core of the legal framework underpinning D&D reforms, modifying the structure of relations 
among subnational administrations and between them and the national government.  

 
3. Public Administration Reforms 

 
9. Public administration reforms, including attractive pay and other incentives for civil 
service, have strong links with PFM that require higher-level commitments. The Council of 
Administrative Reforms is leading the public administration reforms, and has undertaken several 
initiatives in this regard. The draft National Program for Administrative Reform (NPAR) 
2009–2013 is well advanced. It seeks to build on past government achievements to create a 
unified and stable civil service, progressively raising overall compensation, and making progress 
in creating a regulatory framework for the management of human resources throughout the civil 
service. The overall strategy for the NPAR (2009-2013) is to (i) improve the transparency and 
quality of public services; (ii) improve the accountability and efficiency of public services; (iii) 
develop human and institutional capacity of ministries; (iv) strengthen human resource 
management and compensation; and (v) strengthen cadre management and deployment, 

                                                      
3 Four platforms were defined with overarching themes: improved budget credibility, and followed by strengthened 

financial accountability, development of policy-based budgeting, and enhanced accountability for performance. 
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including establishing control and keeping the total number of civil servants to a sustainable 
level. 
 
10. The government’s overall set of public sector management reform initiatives—as defined 
in the NPAR, PFMRP, and NP-SNDD—could help significantly improve the performance of its 
public administration. The primary challenge for NPAR, PFMRP, and NP-SNDD is to effectively 
work together and to become mutually reinforcing.  
 
11.  Mutually reinforcing progress in these three areas of reform will be required. For a start, 
the assignment of expenditure and revenue responsibilities to SNA needs to be supported by 
adequate financial management systems that ensure that (i) budget formulation is well aligned 
with local and national development priorities; (ii) financial reporting is consistent and transparent 
within local administrations; and (iii) audit (financial and performance) systems allow local and 
national authorities to monitor adequately the targeting of local priorities and the efficiency of 
expenditure programs. As such, D&D reforms need to be intimately linked to PFM reforms.  

 
12.  Lastly, as the assignment of expenditure and revenue responsibilities progresses, 
adequate local human resources will need to be deployed. Thus, good coordination between 
D&D and public administration reforms will be essential. This will include estimating the capacity 
needs (human resources and others) for subnational service delivery, for which a clear definition 
of expenditure responsibilities is required. The IP3 (subprograms 2 and 3) provides a link for 
coordination between these two reforms.  
 
C. ADB Sector Experience and Assistance Program 

 
13. Over the years, ADB’s main emphasis has been on (i) improving public sector financial 
management through a number of advisory technical assistance (TA) projects that supported 
capacity building in the areas of procurement, audit, budgeting, and project management; and 
(ii) strengthening decentralized governance capacity. Ongoing support includes assistance to 
three rural development ministries4 to strengthen their PFM and internal audit capacities. To 
improve accountability and combat corruption, ADB is providing institutional capacity support to 
the National Audit Authority (NAA), and has recently supported an external audit peer review by 
the office of the Auditor General of New Zealand. ADB also seeks to harmonize its assistance 
program with those of other development partners (AFD, AusAID, DANIDA, the EC, GIZ, IMF, 
JICA, SIDA, and the World Bank) in the area of PFM, D&D, and public administration.  
 
14. ADB assistance, while modest in financial terms, has produced key results. ADB economic, 
thematic, and sector work has made important contributions to national plans and policies for 
governance reform, most notably to the Governance Action Plan and the PFM Reform Program. In 
the area of PFM, ADB assistance has helped develop the basic procedures for public 
procurement, assisted in strengthening the legal framework and institutional capacity for external 
audit, and contributed to establishing basic systems and procedures for public debt management. 
Ongoing assistance will continue to strengthen audit capabilities, both centrally and in the three 
ministries involved in agriculture and rural development. ADB has also contributed to building the 
basic capacities and competencies within the government for managing externally assisted 
investment projects. More recently, governance action plans have been incorporated into each 
project to mitigate risks and build good governance capacity in the executing and implementing 
agencies.  

                                                      
4  Ministry of Agriculture, Forestry and Fisheries; Ministry of Rural Development; and Ministry of Water Resources and 

Meteorology.   
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15. Agriculture and rural development, governance and capacity development, and 
private-sector-led growth will remain priority areas for ADB involvement during 2011–2013. 
ADB’s indicative assistance pipeline includes initiatives in all these areas with the Education 
Sector Development Program, the provincial and rural road improvement projects, and the 
Agricultural Sector Development Program. ADB’s successful record of assistance in 
decentralization reforms in Indonesia, the Philippines, and other Asian countries provides 
valuable lessons for the government.  

 
16.  The community of development partners has expressed strong willingness to assist the 
government in implementing the IP3. A number of initiatives in the mapping of current functional 
assignments are under way, and several highly qualified consultants are financed to help with 
the work of the National Committee for Sub-National Democratic Development Secretariat 
(NCDDS) and MEF. Development partners with larger stakes (financial and otherwise) in the 
area of D&D policy development include DANIDA, GIZ, JICA, SIDA, UNCDF, UNICEF, and the 
World Bank. ADB is developing joint work programs with development partners in the areas of 
functional and fiscal decentralization to maximize coordination of activities.   
 

1. Sector Outcomes and Key Outputs Supported by ADB 
 
17.  In line with stated government goals, ADB’s strategy in the area of D&D reforms is to 
assist local development and improve delivery of local public services that contribute to poverty 
reduction. ADB’s intended outcome is a set of SNAs with well-defined roles and responsibilities 
in service delivery, adequate resources to deliver on the functions assigned to them (from own 
sources and transfers), and the capacity to adequately perform their roles (in terms of qualified 
personnel, infrastructure, and technical know-how).  
 

2. Indicative Areas for Interventions 
 
18.  Direct assistance to D&D is included in the Decentralized Public Service and Financial 
Management Program and associated TA projects. The first subprogram, for a total of 
$20 million, is expected to be processed in 2012, while subprogram 2 is scheduled for 2013 for 
$25 million. In addition, the Public Financial Management for Rural Development (subprogram 2) 
was approved in 2010 with a total funding of $25 million.    

 
19.  The design and implementation of grant mechanisms (such as the planned subnational 
investment facility) offer good potential for ADB’s involvement. Additional areas of intervention 
include (i) the development of a system of performance monitoring for SNAs that reflects their 
new functional responsibilities; (ii) the provision of a framework for cooperation at the subnational 
level for service delivery; and (iii) the review of mechanisms and criteria for new jurisdiction 
creation or merger; these have critical implications for future ADB work. 
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Problem Tree for Public Sector Management 

Root Causes 

• Numerous agencies with 
overlapping mandates and 
weak implementation 
capacity of staff 

• Uncoordinated TA 
initiatives to strengthen the 
public financial 
management system 

• Narrow tax base 

• Inefficient tax 
administration system 

• Narrow economic growth 
constrains scope for 
export diversification to 
increase foreign 
exchange earnings 

 

• Legacy of protracted war created 
severe institutional disruptions to 
functioning of government  

• Limited investment in education 
system and low salaries for 
public servants equals limited 
supply of qualified human 
resources 

  

• Traditional project 
support fragmented the 
financial management 
system and dialogue and 
conditionality focus 

• Recent shift to program 
aid reinforces centralism 
of financial control and 
reform impetus away 
from line ministries and 
subnational institutions 

• High corruption 

• Weak incentives 
to reduce 
corruption 

Weak Capacity and Governance Systems in Public Sector Management including Public Finance
 

• Weak linkages between 
planning and budgeting 

• Unrealistic projections for 
budget allocation 

• Limited resources available to 
finance budget  

• Weak allocative and 
operational efficiency of budget 

• High fiduciary risk 

• Low transparency 

• High budget 
leakages 

 
 

 

• Dependency on 
external financing for 
capital budget 

• High off-budget flows 
(government does not 
control resources) 

• Mismatch between 
recurrent and capital 
(project) budget 

• Institutional rigidities 
slow reform progress 

• Weak capacity to 
implement reform 
agenda 

• Policy incoherence 

• Weak intra-government 
coordination 

• Weak domestic accountability 
mechanisms between 
government and citizens 

• Accountability skewed to aid 
mechanisms and systems, 
particularly for capital budget 
and off-budget flows 

• Limited resources available 
and allocated to support 
internal and external audit 
control

Effects 

Unpredictable release of 
funds undermines planning  

Low budget execution 
rates particularly for 
the investment budget 

Low value for money 
spent on pro-poor 
policy objectives  

Low service 
delivery  

Low probability of 
meeting social 
progress millennium 
development goals 

Persistent high 
rural poverty 
rates  
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Sector Results Framework (Public Sector Management, 2011–2013)  
 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations
Sector Outcomes 
with  
ADB Contribution 

Indicators with 
Targets and 
Baselines 

Sector Outputs with 
ADB Contribution 

Indicators with 
Incremental Targets  

Planned and Ongoing ADB 
Interventions 

Main Outputs Expected from 
ADB Interventions 

Increased 
subnational 
service delivery  
 
 
 
 
 
 
 
 
 
 
 
 
 
Improved public 
financial 
management  
 
 
 
 
 

Number of district 
and municipal 
administrations 
delivering basic 
services to the 
population 
increased (2010 
baseline: 0%) 

Share of district 
and municipal 
administrations of 
overall public 
expenditure 
increased (2009 
baseline: 0%) 

NPV of 
debt–revenue ratio 
decreased from 
182.2% in 2005 to 
170.4% by 2010 

Total government 
budget revenue 
as % of GDP 
increased (2010 
baseline: 13.80%) 

Total government 
budget expenditure 
as % of GDP 
increased (2010 
baseline: 16.5%) 

 

Framework for 
functional assignments 
developed and 
implementation started 

Sub-National Finance 
Law approved with 
associated 
implementing 
regulations. 

District and municipal 
fund implemented and 
disbursements made 
timely; subnational 
investment facility 
designed and 
implementation started 

Financial management 
strengthened in three 
rural development 
ministries 

Public debt 
management strategy 
and subdecree on 
public debt formulated 
and implemented  

NAA capacity to audit 
strengthened 

Number of ministries 
completing mapping and 
reassignment studies 
(2010 baseline: 3) 

Share of district and 
municipality expenditure 
over total public 
expenditure  

Number of implementing 
regulations passed as 
scheduled in the IP3 

Allocations to the District 
and Municipality Fund 
(2010 baseline: $0) 

Funds disbursed under 
the subnational 
investment facility (2010 
baseline: $0) 

Increased percent of the 
total budget executed 
from 2010 (2010 
baseline: agriculture 
99%; rural development 
91%; water resources 
97%) 

NPV of debt–revenue 
ratio to 183.5% in 2013 
(2010 baseline: 179.3%) 

Number of audits 
conducted annually 
(2010 baseline: 92) 

Planned key activity areas

PFM reforms in three rural development 
ministries, including internal audit 

Public debt management reforms 

Audit of externally assisted project by 
NAA  

Framework of functional assignments 
and fiscal decentralization  

Projects in the pipeline with estimated 
amounts 

DPSFM: (subprogram 1, $20 million, 
2012); (subprogram 2, $25 million, 2013) 

Support to Implementation of 
Anti-Corruption Law ($0.5 million, 2011) 

 

Ongoing projects with approved 
amounts 

PFMRDP subprogram 1 ($10.81 million), 
2008 

PFMRDP subprogram 2 ($25 million, 
2010) 

 

Planned key activity areas

PFM reforms implemented  

Public debt management strategies 
implemented 

Audit implemented 

Pipeline projects  

PFM reforms implemented 

Public debt management 
strengthened 

NAA audit skills for externally 
assisted project improved 

Capacity in the proposed 
framework of functional 
assignments and fiscal 
decentralization improved  

Ongoing projects  

PFM in three rural development 
ministries, including internal audit, 
strengthened 

Public debt management 
strengthened  

NAA audit skills for externally 
assisted projects improved 

Capacity in the proposed 
framework of functional 
assignments and fiscal 
decentralization improved  

ADB = Asian Development Bank, DPSFM = Decentralized Public Service and Financial Management, GDP = gross domestic product, NAA = National Audit Authority, NPV = net 
present value, PFM = public financial management, PFMRDP = Public Financial Management for Rural Development Program. 
Source: Asian Development Bank. 




