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SECTOR ASSESSMENT (SUMMARY): PUBLIC SECTOR MANAGEMENT1 
 

Sector Road Map 
 

1. Sector Performance, Problems, and Opportunities 
 
1. Historical and institutional context for public management reforms. Cambodia is a 
unitary state, with a national government and subnational administrations at capital, provincial, 
municipal,district, khan, and commune, sangkat levels,2 established through the Organic Law in 
2008. Rebuilding of the Cambodian state began in the early 1990s following many years of war 
and widespread destruction of state institutions, human capital, social relations and trust during 
the traumatic Khmer Rouge period (1975–1979). Because of the complex nature of the 
institutional reforms and the difficult political reform context, progress in several core reform 
areas appears slow, but it is steady and in some cases impressive. Further improvements in the 
medium-term are likely as a result of well prepared, sequenced strategic documents in core 
reform areas; improved human resource management in public administration; and a favorable 
political environment following the 2013 election. It is likely that the benefits of the reforms from 
2008 will become increasingly visible to the public in the form of improved service delivery and 
better access to infrastructure.          
 
2. Integrity institutions and democratic accountability. There is close interaction 
between the ruling political party and government leaders at all levels, and strong patron–client 
relationships with business that determines access to resources, land concessions and 
procurement contracts. The integrity system is weak, but improving following the passing of the 
Law on Anti-Corruption and establishment of the Anti-Corruption Institution in 2010.3 The 
National Audit Authority has been improving external audit scrutiny of government expenditures, 
revenues, borrowing, and assets and will begin district-level audits in 2016. It is constrained by 
inadequate capacity, however, which limits audit coverage of ministries and other government 
agencies. Although there is no national-level ombudsman institution, district-level Ombudsman 
Offices and provincial Accountability Working Groups are serving as subnational accountability 
institutions. Overall civil society participation is low, but likely to grow through the focus on social 
accountability.4 
 
3. Core elements of public sector reforms. Since 2008, government public sector reform 
efforts in Cambodia have centered on the design and implementation of three important and 
interrelated reform initiatives focusing on: (i) decentralization and deconcentration, (ii) public 
financial management, and (iii) public administration. A critical goal of Cambodia’s development 
planning framework is improved service delivery. In a decentralized system of government, 
citizens can voice their needs and preferences to their local governments, enabling critical 
services to be tailored to meet local needs. Reforms in public administration and public 
management can improve bureaucratic efficiency and assist private sector development by 
eliminating corruption and reducing inefficiency. Despite the government’s awareness of the 
interdependence of the three main public sector management reforms, there is widespread 
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agreement that implementation needs to be better coordinated and more rapid. 
 

2.  Government’s Sector Strategy 
 
4. The Rectangular Strategy Phase 3 forms the government’s mandate during 2013–2018 
and serves as overall policy framework for the parallel public sector management reforms. 
Based on this strategy, the government has prepared the National Strategic Development Plan, 
2014–2018, which includes sector development plans.  
   
5. Decentralization and deconcentration reforms. The National Program for 
Sub-National Democratic Development, 2009–2019 will continue to guide decentralization and 
deconcentration reforms. The ambitious reform program envisions a shift from a deconcentrated 
system to a decentralized system of administration, resulting in a transfer of national service 
delivery responsibilities from sector agencies to subnational administrations, and in particular to 
districts and municipalities, and the respective communes and sangkats. The transferred 
functions are considered obligatory, with standards sets by the national government. The 
provinces are increasingly expected to monitor performance and provide capacity development 
support to lower tiers of government, while retaining some deconcentrated functions. The 
reforms are led by the National Committee for Sub-National Democratic Development and its 
Secretariat. 

 
6. A first 4-year implementation plan (IP3-I) of the National Program for Sub-National 
Democratic Development was completed in December 2014. The main achievements under the 
IP3-I included: (i) the establishment of a regulatory framework for subnational development and 
establishment of administrative structures and systems at all subnational administration levels; 
(ii) the completion of proposals for the reassignment of functions to subnational administrations, 
particularly to districts and municipalities by four ministries (rural development, education, 
environment and social affairs). Two ministries (health and agriculture) have completed 
functional mapping reports. A government subdecree on permissive functions by subnational 
administrations has also been approved; (iii) the establishment and operationalization of a 
District and Municipal Fund ensuring a transfer of 1% of national revenues to districts and 
municipalities in 2015; (iv) the advancement of preparatory work on establishing the 
Sub-National Investment Fund; (v) the drafting of a separate statute for subnational 
administration personnel; once approved, it will allow subnational administrations to manage 
their own staff; and (vi) the approval of a Social Accountability Framework in 2013 that provides 
the basis for effective engagement of subnational administrations with civil society.  
 
7. A second 3-year implementation plan (2015–2017) for reforms has been approved 
highlighting the need for more rapid reforms with the following priorities: (i) concluding the 
administrative process and piloting the decentralization of specific functions to subnational 
administrations; (ii) defining revenue sources (tax and non-tax) for all levels of administration;  
(iii) improving political accountability mechanisms (between local councils and local 
administrations) and social accountability processes (between councils and constituents);    
(iv) establishing and operationalizing the Sub-National Investment Fund; and (v) institutionalizing 
capacity development efforts for councilors and local administrations. 
 
8. Public financial management reforms. The Public Financial Management Reform 
Program was launched in 2004 to address public financial management system weaknesses, 
and uses a successive, multi-stage approach. The first stage was undertaken during 2005–2007, 
and focused on improving budget credibility. The second stage was implemented during     
2008–2015, and sought to consolidate improvements in budget credibility while shifting the focus 
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towards financial accountability reforms. The third stage (to be implemented in 2016–2020) will 
emphasize linkages between planning and budgeting, incorporating program budgeting 
processes and the deconcentration of responsibilities to budget owners. The fourth stage of 
reforms (2021–2025) will focus on implementation of results-based budgeting and other 
initiatives aimed at improving the accountability of budget processes. A strategic direction 
document—the Cambodia Budget System Reform, 2013–2020 (issued in June 2013)—aims to 
promote results-based budgeting across all government line ministries. 
 
9. The government continues to improve budget credibility at all stages of budget 
management. A new national revenue mobilization strategy has been approved to make tax 
administration more efficient. To improve budget credibility, the government has (i) approved a 
new procurement law; and (ii) updated standard operating procedures for externally assisted 
projects and/or programs, including updating its procurement and financial management 
manuals. The government also approved and implemented a new debt management strategy for 
2011–2018 and now conducts regular debt sustainability analyses. Reform successes also 
include the improvement of cash planning and cash flow management systems, and the 
establishment of a treasury single account. Lastly, the revenue base has been enlarged with the 
implementation of a property tax along with improvements to tax administration, such as the 
standardization of receipts and tax audits, and the passage of anti-smuggling provisions. Current 
reforms focused on improving financial accountability include (i) the implementation of financial 
management information systems, (ii) the adoption of a budget classification and chart of 
accounts based on international standards, (iii) the consolidation of bank accounts within the 
treasury single account, and (iv) the expanded use of commercial banks for collections and 
payments. Other reform priorities include: (i) capacity development in budget preparation and 
execution; (ii) integration of the public investment plan and externally financed projects into the 
strategic plan and the program budget annual law; and (iii) application of a June 2013 subdecree 
on the identification, management, and promotion of budget entities by 2015 and onward, to 
initially cover 10 pilot ministries.  
 
10. Public administration reforms. The Council of Administrative Reform, which led public 
administration reforms until 2013, has subsequently ceded responsibility to the recently 
established Ministry of Civil Service.5 A national program for administrative reform, 2014–2018 
is being designed to further develop a unified and stable civil service, progressively raising the 
overall level of compensation, creating a regulatory framework for the management of human 
resources throughout the civil service, and improving service delivery. Current reform efforts, as 
articulated in the National Program for Administrative Reform, 2014–2018, aim to make public 
services more transparent, responsive, effective, and efficient. Capacity development for civil 
servants and public institutions has been reasonably successful, while more work remains to be 
done to improve accountability in public service delivery. To further improve accountability, the 
government has (i) adopted a guide on public services standards and passed a subdecree on 
the establishment and functioning of the national committee on public service evaluation;      
(ii) adopted a human resources policy for the civil service to enhance human resource 
development and management, and to increase work effectiveness; and (iii) pursued 
compensation reform. 
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 3.  Asian Development Bank Sector Experience and Assistance Program 
 

11. Subprogram 1 of the Decentralized Public Service and Financial Management Sector 
Development Program was approved in October 2012 for $37.5 million, including capacity 
development technical assistance (TA) for $800,000, which is currently under implementation.6 
Additional TA financing of $500,000 from ADB was secured in December 2013 to assist piloting 
of the decentralization of rural water supply operations and maintenance through the Ministry of 
Rural Development. ADB currently co-chairs the Development Partners Working Group on 
Decentralisation and Local Governance and closely coordinates with major partners such as the 
European Union, the governments of Germany and Sweden, and the World Bank. 
 
12. Through its support of decentralization and deconcentration reforms in Cambodia, ADB 
has contributed to regulatory and institutional development. ADB support through sector 
development program loans has been effective in involving the Ministry of Interior, the Ministry of 
Economy and Finance, and the Secretariat of the National Committee for Sub-National 
Democratic Development on program implementation and should guide future programming. 
Government ownership of reforms was further proven with the design and implementation of a 
$1.5 million TA loan as part of the Decentralized Public Service and Financial Management 
Sector Development Program. ADB activities are progressing beyond regulatory development 
and into the design and implementation of policy instruments to support efficient service delivery 
by local governments, and comprise a mixture of budget support, policy development, and TA 
packages. 
 
13.  Subprogram 2 of the Decentralized Public Service and Financial Management Sector 
Development Program, including both policy-based and project components, is expected to be 
approved in 2016 for $35 million. ADB will continue to explore the potential of coupling 
policy-based loans with project-based assistance, with a focus on (i) supporting the 
implementation of functional assignments in priority ministries, (ii) establishing a subnational 
investment fund, and (iii) supporting the implementation of own-source revenues for subnational 
administrations.        
 
14. Since 2008, ADB has provided substantial support to extend implementation of stage 2 of 
the Public Financial Management Reform Program (which aims to achieve budget 
accountability) to rural development ministries. The first subprogram, for $10.8 million, was 
approved in 2008, while the second subprogram, for $25.0 million, was approved in 2010 and is 
currently being implemented. ADB continues to participate in the development partners’ working 
group on public financial management, which includes the World Bank; the European Union; the 
International Monetary Fund; UNICEF; and the governments of Australia, Japan, Sweden, and 
the United States, among others. 
 
15.  Implementation of activities in support of the second and third stages of the Public 
Financial Management Reform Program will continue during the current country partnership 
strategy period (2014–2018), building on earlier achievements in improving budget responsibility 
and accountability in rural development ministries, with extension of support to additional 
ministries.   
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Problem Tree Analysis for Public Sector Management 

Root Causes 

Fragmentation of public 
administration,  
overlapping and unclear 
mandates, and weak 
implementation capacity 
of staff 

Government 
fragmentation reflects 
the inertia of agreements 
reached to usher in the 
post-conflict coalition of 
government    

Narrow base of the 
economy constrains the 
scope for export 
diversification and potential 
for foreign exchange 
earnings 

Low level of diversification 
of the economy limits the 
potential for revenue 
collection and for the 
development of rural and 
remote areas  

Prevalence of patronage in 
the civil service prevents 
implementation of merit-based 
systems 

Low wages for civil servants 

Intra-ministry and agency silo 
mentality reflects various 
political factions in the 
government 

 

War-based generational 
gaps limit the availability of 
human capital for political 
representation and service 
delivery 

 

Institutional inertia 
reinforces 
centralism and 
limits the role of 
and resource flows 
to subnational 
institutions 
 

 

Core Problem: Weak Service Delivery Systems and Lack of Accountability in the Public Sector 

 

Weak linkages between planning 
and budgeting 

Unrealistic projections for budget 
allocation on the revenue and 
expenditure sides 

Weak allocative and operational 
efficiency of budget 

Limited financial accountability 
and poor financial information 

Inadequately 
funded subnational 
administrations 
 

Unclear expenditure 
and revenue 
assignments to 
subnational 
administrations 
 

Underdeveloped 
system of fiscal 
transfers 

 

Limited and inefficient 
revenue instruments 

Weak capacity of tax 
administration 

Public debt management 
systems  are at early 
stage of development 

Weak cash management 
and bank accounting 
systems 

Institutional rigidities and 
slow reform progress 

Weak capacity to 
implement reform agenda 

Policy incoherence 

Weak intra-government 
coordination 

Underdeveloped accountability 
mechanisms between 
government and citizens 

Weak and underfunded oversight 
institutions 

Fledging district and municipal 
administrations with limited 
responsibilities and resources 

  

Effects 

Inefficient and poorly 
prioritized sector expenditure 
allocations  

Low budget credibility 
at formulation, 
execution, and audit 
stages 
 

Low revenue collection 
levels  
High levels of 
government corruption 
 

Low levels of 
coverage and 
quality of 
service delivery  

Administration 
unaccountable to 
constituencies at all 
levels 

Large disparities 
between rural 
and urban areas   


