
Upper Secondary Education Sector Development Program (RRP CAM 47136-003) 

PROGRAM IMPACT ASSESSMENT 

I. Summary 

 

1. This Program Impact Assessment (PIA) describes the potential benefits and costs of the 

Upper Secondary Education Development Program (USEDP) on educational access and 

outcomes in Cambodia, as well as the wider Cambodian economy.  It starts by identifying some 

of the problems and constraints facing Cambodia’s upper secondary education system and then 

describes the key components of the program and the ways in which these components would 

address the problems and constraints identified.  This PIA also quantifies the benefits and costs 

associated with the program. 

 

2. The quantified benefits of the program are estimated to be $1,436 million. The quantified 

benefits arise in two ways: an increase in the productive capacity of the additional students who 

will finish upper secondary education as a result of the Program; and improved efficiency in 

school operations and delivery of educational and instructional services in the schools covered 

by the Program.  Most of the estimated benefits come from the increased productive capacity of 

upper secondary school graduates.  The key assumptions here are that that there will be a 

substantial increase in the number of upper secondary school graduates as a result of the 

program,  and that the average wage of these workers will be increased by about 27.7% 

compared to the baseline.  The calculated economic internal rate of return for the project 

investments is about 13.8%, indicating its economic viability. 

 

3. The fiscal impact analysis confirms that the government has adequate financial 
resources and will be able to fulfill all its financial obligations under the program.  The financial 
sustainability analysis shows that the government, as the end-borrower, is capable of covering 
both annual operation and maintenance costs and debt service requirements beyond the program 
implementation.  The poverty impact analysis indicates that 16% of total Program benefits is 
shared by the poor.  
 

II. Development Problem and Constraints 

 

4. Development  problem. Cambodia is a rapidly growing lower middle income country, 

with an evolving economy that is steadily shifting towards greater industrial and services sector 

output and employment.   From 2011 to 2015, gross domestic product (GDP) grew at an 

average of 7% per year.  Structural transformation contributed to the country’s impressive 

growth, with services accounting for 40% of Cambodia’s GDP, and industry for 25% in 2013.1 

As a result of rapid growth, Cambodia’s poverty rate declined from 47.8% in 2008 to 18.9% in 

2012. However, despite the rapid poverty reduction, 71% of the population, particularly in rural 

areas, lives on less than $3 a day. 

 

5. Rapid economic growth and diversification have been accompanied by an increase in 

demand for a skilled workforce.  However, the education system has not kept up with these 

structural changes and skills gaps have widened.2 According to the Global Competitiveness 

Report 2015-2016 of the World Economic Forum, its secondary enrollment rate was in the 
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lowest quintile of countries, ranking 122nd out of 140 countries considered in the report, which 

places it behind Thailand (rank of 79), the Philippines (86), Indonesia (88), Vietnam (96), 

Malaysia (100), and even Lao PDR (118).  Most of the other countries in the bottom quintile are 

either much poorer countries in Africa or countries currently mired in conflict.  While there was 

substantial progress in increasing access to basic education over the last 10 years, with near 

universal enrollment at the primary level and increased lower secondary enrollment as of SY 

2015/16, significant challenges remain at the USE level. The USE gross enrollment rate 

declined from 32.9% (30.1% female) in SY2010/11 to 25.1% (26.0% female) in SY2015/16. This 

dismal performance is more particularly pronounced in disadvantaged provinces, with recorded 

average gross enrollment below 20% as of SY 2013/2014. Grade 12 dropout rates reached an 

all-time high of 45% (42% female) in SY 2015/16, an increase of 34.9 percentage points (32.2 

percentage points for females) from SY 2011/12. Completion rates for USE remained low at 

20% in SY 2014/15.3 A 2014 study showed that many students leave upper secondary school 

(USS) with insufficient content, cognitive, trade, and workplace skills to meet expectations of 

employers or universities.4 

 

6. The steep drop in enrollment from primary to lower secondary level, and from lower 

secondary to upper secondary level, has carryover effect on the tertiary level.  Because so few 

finish upper secondary education and get to be qualified to proceed to the tertiary level, gross 

tertiary enrollment rate is only at 15.8% (ranked 101 out of 137), again substantially behind its 

ASEAN neighbors Thailand (rank of 52), Malaysia (69), Indonesia (75), the Philippines (81), 

Vietnam (87), and Lao PDR (97).  As it is, different surveys indicate that the country’s supply of 

educated and skilled workers is already inadequate to meet demand.  According to an ILO 

report in 2013, 42.5% of employed young workers (15 to 29) were undereducated, meaning 

they did not complete the required level of education for their jobs.  The problem is especially 

notable for those working as professionals, technicians, and associate professionals, where 

more than half were classified as undereducated.  Another survey by the National Employment 

Agency (also for the ILO) of more than 500 establishments in different sectors in 2013, showed 

that almost three-fourths had hard-to-fill vacancies, and among the major reasons cited were 

the low number of applicants, and the lack of skills among applicants.  In the same report, the 

employers stated that recruitment problems resulted in delay in the development of new 

products and the loss of business. 

 

7. Substantial provincial disparities mark educational access in Cambodia, especially in the 

upper secondary level.  In 2014-2015, gross enrollment rate for upper secondary education 

ranged from 13.2% in Otdar Meanchey to 37.8% in Takeo.   In total, there were 10 provinces 

with gross enrollment rate in the upper secondary level of less than 20% (the other nine are 

Ratanak Kiri, Mondul Kiri, Tbaung Khmum, Stung Treng, Banteay Meanchey, Pailin, 

Battambang, Kratie, and Pursat) and two with greater than 35% (Pnom Penh is the other one).  

Overall, urban areas had much higher gross enrollment rate (40.6%) than rural areas (19.9%).  

It is worth noting that many of the provinces with the lowest gross enrollment ratio in upper 

secondary also belong to the poorest provinces based on the Commune Database. 
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8. Binding constraints. The government recognizes that it will require a pool of skilled 

workers to sustain its growth momentum, diversify its economy, and maintain its 

competitiveness. To achieve its growth objectives, the government puts a priority on resolving 

the challenges of low access to USE, low quality and relevance of USE, and weak institutional 

capacity to deliver education services. 

 

9. Low access to upper secondary education. The low participation and high dropout in 

USE are attributed to both demand- and supply-side constraints. On the demand side, the high 

opportunity cost of schooling among poor students poses disincentives to attending USS. 

Economic pressures on poor households’ resources due to direct or indirect income foregone 

impacts the decision to either attend or drop out of school. In Cambodia, a traditional code of 

conduct for women restrains their access to opportunities, including education. A major supply-

side constraint is the inadequate MoEYS budget for USE, and inefficiencies in spending at 

subnational and school levels, which constrain the expansion of USSs in the disadvantaged 

provinces. This further poses barriers to attendance, since many USSs in the disadvantaged 

provinces are either too far from home, overcrowded or in a state of disrepair, or lack usable 

water and toilets.5 The lack of teachers in rural and disadvantaged areas due to difficult 

teaching and living conditions (i.e., large class sizes, double shifting, poor living conditions, and 

transportation challenges) further discourage student attendance. 

 

10. Low quality and relevance. The shortage of qualified teachers and teacher trainers 

remains a major constraint to achieving quality outcomes of USE. Approximately 86% of 

Cambodian teachers have qualifications below a bachelor’s degree.6 In-service training and 

professional development opportunities have been limited. Pre-service trainings do not 

adequately address the lack of mastery of content or knowledge of effective pedagogy to 

enhance student learning and interest. The inequity in the distribution of qualified teachers is 

also an issue. Some specialized subjects such as in math, science, and information and 

communication technology (ICT) are taught by teachers with not enough qualification in the 

field. The inadequate USE budget impedes the provision of critical teaching and learning 

resources (e.g., textbooks, equipment, science and computer laboratories, and libraries) to 

upgrade the students’ proficiency especially in the specialized USE subjects. Inputs given to 

secondary resource schools (SRS) to enhance the teaching and learning experience are 

underutilized because of the lack of maintenance and operation funds for.7 Recent employer 

surveys highlight the skills gaps attributed to the lack of relevance of the curriculum to the skills 

and competency requirements in the labor market.8 The absence of a national assessment 

policy has also been identified as a constraint. 

 

11. Weak institutional capacity to plan, deliver, and manage education services. A pervasive 
factor in poor USE performance is the weak management capacity in resource planning, 
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utilization, and management, especially at the subnational levels. Weak school management 
has constrained the ability of schools to flexibly respond to their needs. Monitoring and 
evaluation capacity at all levels of the MoEYS is limited, and the education management 
information system (EMIS) needs further strengthening. There is weak capacity to analyze 
collected data to inform resource allocation and policy development. Engagement with key 
stakeholders, including the parents and community representatives, in planning, resource 
mobilization, and management has been limited. 
 

III. The Reform Program 
 

12. USESDP, as an education sector development program, consists of activities designed 
to support MoEYS in its goal to develop high-quality human resources and a knowledge-based 
society within Cambodia, as stated in its Education Strategic Plan, 2014-2018.  The outcome 
will be improved effectiveness of the upper secondary education system.  The program will 
support three outputs as well as project management activities, as described below.   
 
13. Output 1. Access to upper secondary education will be improved through the following 
policies: (i) increase in financial assistance to students in upper secondary level, and (ii) 
improvement in teacher recruitment and deployment through incentives.   These will be 
accomplished through the establishment and implementation of the following: (a) scholarship 
program for poor students; (b) scholarship program using criteria of merit, poverty, and gender 
for science and math upper secondary education students from disadvantaged areas; (c) 
scholarship program for academically outstanding science and math students from non-
disadvantaged provinces studying in the science stream; and (d) hardship allowance program 
for teachers in rural and disadvantaged areas. 

 

14. The number of USE facilities in seven disadvantaged provinces will be expanded. 

Classrooms will be provided in 10 overcrowded USSs, while 5 existing lower secondary schools 

will be upgraded to offer USE with classrooms and water and toilets. Eleven existing USSs will 

be repaired and rehabilitated. Scholarship grants will be provided to outstanding science stream 

students in USE selected based on merit, with 60% of the beneficiaries being female, to 

encourage high-performing students, including those from poor families, to complete USE and 

expand the pool of better-qualified entrants for the science stream at the tertiary level.9 The 

project will provide hardship allowances to 938 USS teachers in the seven disadvantaged 

provinces, scholarships for a 1-year pre-service training on science and math at the National 

Institute of Education to 500 eligible teacher candidates from disadvantaged provinces, and  44 

teacher housing units in areas of high need.10 A gender-responsive communication strategy and 

community awareness campaigns will also be developed to enhance parents’ and communities’ 

knowledge about the value of investing in education. 

 

 

15. Output 2. Quality and relevance of upper secondary education improved through the 

following policies: (i) strengthening of STEM education; (ii) expansion of high-quality upper 

                                                           
9
 Based on their scores in the qualifying exam for scholarship grants to be given by the MOEYS. 

10
 The MOEYS’ criteria include the following: (i) disadvantaged provinces; (ii) USSs with shortage of teachers; (iii) 
schools with teachers transferring from other areas, especially female teachers; (iv) hard-to-reach schools within 
limited safe geographical location; (v) schools with long teaching hours; (vi) schools with teachers who are poor 
and have low living standards; (vii) schools with newly married teachers and who come from distant areas; and 
(viii) schools with increasing student enrollment. 
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secondary schools; (iii) implementation of assessment and curriculum reforms; and (iv) 

enhancement of teacher professional and career development.   These will be accomplished 

through the following actions: (a) provision of in-service training, pre-service training and 

professional development opportunities for STEM teachers and administrators; (b) promotion of 

gender equality in STEM education; (c) establishment of math and science study clubs in 50 

upper secondary schools; (d) development and issuance of school-level quality assurance 

framework;  (e) expansion of SRSs and access of network schools; (f) approval and 

implementation of curriculum framework for general and technical education, defining learning 

outcomes standards and learning content; (g) conduct of Grade 11 assessment; and (h) 

Dissemination of Grade 12 national examination results. 

 

16. The project will support the review and upgrading of the science, math, and ICT 

curriculum at the USE level to align with international standards; quality reviews of textbooks 

and teacher guides to ensure curriculum alignment and error-free textbooks; all grade 12 

students will be provided textbooks for all subjects at a 1:1 student–textbook ratio while USS 

teachers will have teacher guides on all grade 12 subjects; and  quality improvement of science, 

math, and ICT teachers through review of training curriculum of pre-service and in-service 

teacher training; professional development of USE science, math, and ICT teacher educators 

through pre-service teacher training and USE science, math, and ICT teachers through in-

service teacher training. The MoEYS will engage an internationally recognized regional 

education institute to support the implementation of these various activities. All teacher training 

programs will include a module on career guidance and entrepreneurship concepts for USE 

students based on successful pilots. The project will upgrade 12 USSs to SRSs, with a 

complete set of learning facilities and school equipment. 

 

17. Output 3.  Institutional capacity for planning, management, and delivery of education 

strengthened through the following policies: (i) enhancement of the effective functioning of key 

MoEYS units supporting teacher professional development and enhanced policy development; 

(ii) enhancement of the link between education spending and education quality improvements.  

These will be accomplished through the following actions: (a) implementation of the functional 

and performance review and capacity development of personnel and training offices at all 

provincial offices of education and the Research and Teacher Assessment office at the 

MOEYS’s Teacher Training Department; and (b) updating of the Education Strategic Plan 2014-

2018 based on results of annual education sector review and in-depth assessment. 

 

18. The project will strengthen monitoring and evaluation of SRSs and network schools11 
through staff training of MoEYS departments, the provincial and district offices of education, 
SRS directors, and network schools to promote effective utilization of school resources; 
strengthen the EMIS through server upgrading, database integration, and capacity development 
of MoEYS staff on data management and analysis; train USS management on strengthening 
SRS network schools to optimally utilize learning resources and the School Improvement Fund 
(SIF);12 provide SIF support to 48 SRSs and 240 network schools, with guidelines on efficient 
utilization and fund liquidation;  support the newly established MoEYS departments of 
examination, ICT, and policy through staff development training, and provision of office furniture 
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 Refers to a cluster of secondary schools that are in close proximity to any secondary resource school 
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 SIF will be used to support teaching and learning activities in science and other extra curricular activities.   
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and equipment; support the Education Research Council (ERC) in the production of policy briefs 
and journals, and in the hosting of the annual research forum; and develop an SIF financial 
management manual for SRSs and network schools, install a computerized accounting system, 
and train staff in relevant MoEYS departments. 

 

IV. Estimation of the Benefits and Costs of the Reform 

 

19. The potential economic benefits of the reforms are many, span both the short term and 
long term, and include increased efficiency of the education system, increased productivity of 
the workforce, increased domestic and foreign investments from the private sector taking 
advantage of a better-skilled workforce, and increased pace of business and scientific 
innovations.   Here we only attempt to quantify the economic benefits of the first two. 
 
20. Table 1 summarizes the main features of the reforms that has identified for the USEDP. 
These benefits are not exhaustive, but provide an indication of the key impacts. 
 

Table 1. Summary of Economic Impacts of USEDP Reforms 
 

  Enabling Outputs   

Name of Reform Output 1 Output 2 Output 3 Summary of Economic Impact 

Increase in financial 
assistance to 
students in upper 
secondary level 

*     

More students able to access upper 
secondary education.  Increased 
productivity from such students when 
they get employed, raising value 
added in the country and potentially 
reducing poverty and inequality. 

Improvement in 
teacher recruitment 
and deployment 
through incentives 

*     

Improved teacher-pupil ratio in USSs 
in targeted disadvantaged areas, 
improving quality of education there 
and increasing productivity of 
students when they get employed. 

Strengthening of 
STEM education  

*   

Improved curriculum for science, 
math, and ICT and improved quality 
of teacher, raising quality of 
education and increasing productivity 
of students when they get employed. 

Expansion of high-
quality upper 
secondary schools 

 
*   

More efficient school operations, 
saving on costs for the same learning 
outcomes, or raising the level of 
learning outcomes for the same 
budget. 

Implementation of 
assessment and 
curriculum reforms 

 
*   

Improved assessment and curriculum 
in USSs, raising quality of education 
and increasing productivity of 
students when they get employed. 

Enhancement of 
teacher professional 
and career 
development 

  *   

Improved quality of teachers, raising 
quality of education and increasing 
productivity of students when they 
get employed. 
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Enhancement of the 
effective functioning 
of key MoEYS units 
supporting teacher 
professional 
development and 
enhanced policy 
development 
 

  
 

* 

More efficient school operations, 
saving on costs for the same learning 
outcomes, or raising the level of 
learning outcomes for the same 
budget. 

Enhancement of the 
link between 
education spending 
and education quality 
improvements 

  
 

* 

More efficient school operations, 
saving on costs for the same learning 
outcomes, or raising the level of 
learning outcomes for the same 
budget. 

 
 

21. Benefits from improved future productivity of USE graduates.13  Improved access to 
and quality of secondary education are expected to bring about significant economic benefits in 
terms of improved productivity of USE students, whether they complete all of the requirements of 
the USE curriculum or not. Under assumptions worked out with MoEYS, improved access is 
expected to result in an increase in gross enrollment ratio from 21.5% without the program to 30% 
with the program by 2021. There is expected to be an additional 23,449 USE graduates in 2021 
compared to the baseline (without the program), a figure which is expected to increase to 79,728 
by 2024 and each year thereafter up to 2041.  By 2041, the total number of additional USE 
graduates because of the program is estimated to be 1,575,796.  The completion of USE is 
estimated to increase the average annual wage of the additional USE graduates to $1,272 per 
year from $996 (the average for workers with lower secondary education credentials).   The 
computed present value of the total economic benefits from the improved productive capacity of 
the additional USE graduates is estimated at $3,735 million. 
 
22. Benefits from improved management of USE schools. The program will strengthen 
the capacity of education administrators and managers in policy-making, planning, and 
management, thereby improving efficiency in school operations and delivery of educational and 
instructional services in the schools covered by the Program. Training on improved delivery and 
management of teaching services, supported by effective policy reforms, will improve learning 
outcomes, lower repetition and dropout rates, and improve promotion and completion rates. The 
Program will also improve cost-effectiveness by increasing capacity utilization of secondary 
education schools, thereby decreasing the unit cost of financing secondary education students. 
The Program is expected to result in reduced cost per secondary education student of $16.3 in 
2021, and rising steadily to a reduced cost of about $100 per student in 2041. The computed 
present value of the total economic benefits from the improved management of USE schools over 
the period is estimated at about $322.9 million.  

 

23.  Economic Costs.  Economic costs are at constant 2016 prices and measured using the 
world price numeraire method.  Economic costs are divided into program investment costs and 
opportunity cost of USE students.  Program investment cost.  Specific costs estimated cover 
program investments, O&M costs, replacement costs, and policy reform-related investments. 
Local cost components, such as non-traded and labor cost components, were converted into 
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economic values using a SCF of 0.9. Foreign cost components are mainly traded components, 
and their financial value was assumed to be equal to their respective economic values. The total 
financial capital investment cost is estimated at $48.0 million, from which all price contingencies 
of about $1.17 million, taxes of $2.04 million, and interest charges amounting to $1.87 million 
were excluded. The resulting financial value of about $42.92 million serve as basis for arriving at 
an economic investment cost of about $39.49 million.  Opportunity Cost of USE students. 
Estimates of opportunity costs of USE students are based on average annual wages that they 
would have earned in jobs if they worked rather than attended secondary education.  The total 
opportunity costs of USE students is calculated by multiplying the economic opportunity cost of 
one USE student by the total number of additional students who completed all USE 
requirement.  The total estimated opportunity costs is $2,658 million.  [Note that this latter cost 
is likely an overestimate as other workers of similar skill are likely to fill the jobs left by workers 
who instead studied, resulting in either no or little loss to the overall economy.]   
 
24. Benefits from improved future income-generating capacity of USE graduates. 
Improved access to and quality of secondary education are expected to bring about significant 
economic benefits in terms of increased enrollment rates, increased graduation rates, and 
improved capacities to earn among USE students who have completed all USE requirements and 
who have decided to find employment immediately after passing grade 12. The total number of 
USE graduates during 2021–2041 is estimated at 572,991, of which about 71%, or 406,823 
graduates, will be able to find employment. The economic benefits from income generated by 
USE graduates who are able to find employment is estimated based on the economic value of 
the earnings (about $321/worker/year) of one graduate.14 This value is then multiplied by the 
number of USE students who have gained employment during a particular year and projected 
over the period 2021–2041. The incremental economic benefits derived from annual income 
generated by USE students finding employment are projected to increase from $0.90 million in 
2021 to $130.47 million in 2041. Total economic benefits from improved income-generating 
capacity of USE graduates during 2021–2041 is estimated at about $1,321.55 million.  
 
25. Benefits from improved management of USS. The training provided under the program 
will strengthen capacity of education administrators and managers in policy making, planning, 
and management, thereby improving efficiency in school operations and delivery of educational 
and instructional services in the schools covered by the program. Training on improved delivery 
and management of teaching services, supported by effective policy reforms, will improve 
learning outcomes, lower repetition and dropout rates, and improve promotion and completion 
rates. The program will improve cost-effectiveness by increasing capacity utilization of upper 
secondary education schools, thereby decreasing the unit cost of financing secondary education 
students. The total financial benefits resulting from the program are estimated by multiplying the 
decreased cost per student by the total number of students under the with-program situation 
during 2019–2041.15 The estimated economic benefits from improved efficiency in USS are 
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This is estimated by adjusting the estimated future wage earnings of a worker with lower secondary education 
credentials (about $372/worker/year) by a factor of 108.5% for each year of USE completed from Grade 10 to 12. 
The resulting value is then adjusted by a SWRF of 0.75 and further adjusted by a SCF of 0.90 to arrive at 
$321/worker/year. 

15
 The estimated recurrent cost of secondary schools under the program in 2019 is estimated at $8.30 million/year or 

about $31.68/secondary student/year based on a total of 262,702 upper secondary students under the without-
program situation. Under the with-program situation, the total number of upper secondary students is projected to 
increase to 281,910 in 2019, resulting in a lower cost/student/year of about $29.45/secondary student/year, or a 
decrease in the cost/student/year of about $2.23. The estimated incremental benefits, for 2019, are based on the 
product of the reduced cost/student/year (i.e., $2.23) multiplied by the total number of students under the with-
program situation (i.e., 281,910 students) in the same year. This is done for each year to estimate the incremental 
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estimated at about $0.57 million in 2019 and projected to increase to $11.88 million in 2041. The 
total accumulated economic benefits due to improved efficiency are about $114.66 million for the 
period 2019–2041. 
 
26. Estimation of Costs. Economic costs are in constant mid-2016 prices. Local cost 
components such as non-tradable labor cost components, which account for 50% of total 
investment cost, are expressed in economic terms using a SWRF of 0.75 and SCF of 0.90, 
while non-tradable cost components, which account for about 30% of investment cost, are 
expressed in economic values by a SCF of 0.90. Foreign cost components, 20% of total 
investment cost, are assumed to be mainly traded components, and their financial value is 
assumed to be equal to their respective economic values. Incremental operation and 
maintenance cost is assumed at 3.0% of capital investment costs, and includes replacement of 
all equipment every 5 years. Recurrent cost of USS covered by the program are in 2016 
economic values and projected over the period 2017–2041 at an annual growth rate of about 
10%. Estimates of opportunity costs of USE students’ time spent in school are based on 
average annual wages that they would have earned in jobs while attending USS. 

 

27. EIRR calculation. The calculated EIRR for the investments under the program’s project 
loan is about 13.8%, indicating that it is economically viable as its value is above the economic 
opportunity cost of investment of 12.0%. Sensitivity analysis indicates that the EIRR is sensitive 
to changes in costs and enrollment, as the sensitivity indicator values for these variables are 
significantly greater than 1. Switching values confirm the sensitivity of the EIRR to changes in 
cost and enrollment, as relatively small changes in these variables result in significant changes 
in the recalculated EIRR. 

 

28. Risks and mitigating measures. Governance risks include (i) weak linkages between 
education spending and the financial requirements to implement the Education Strategic Plan, 
(ii) insufficient financial management capacity at the subnational level, (iii) insufficient 
procurement capacity that may lead to delays and non-adherence to the government’s 
procurement policies and procedures, and (iv) non-adherence to the government’s financial 
management manual for externally financed projects. Risk mitigating measures include (i) the 
development of a medium-term secondary education development plan and Medium-Term 
Expenditure Framework (MTEF); (ii) capacity development of subnational offices and schools 
on the accounting and financial management manuals; (iii) training of project coordination unit 
staff on the government’s procurement policies, and regular monitoring of procurement 
processes by the project coordination unit; and (iv) ADB’s expanded support to the public 
financial management reform program of the government, including improvement of financial 
accountability of the MoEYS. The integrated benefits and impacts are expected to outweigh the 
costs of the program. 
 
29. Fiscal impact and financial sustainability analyses. The fiscal impact analysis 
confirms that the government has adequate financial resources and will be able to fulfill all its 
financial obligations under the program, as the total cost is significantly less than 1% of total 
annual government expenditures. The total program cost is likewise significantly lower than the 
government’s annual fiscal allocations for the education sector and USE subsector.  The 
financial sustainability analysis shows that the government, as the end-borrower, is capable of 
covering both annual operation and maintenance costs and debt service requirements beyond the 
program implementation period. As a proportion of the government’s total annual expenditure 

                                                                                                                                                                                           
benefits projected during 2019–2041 and then adjusting each of the projected values by a SCF of 0.90 to arrive at 
the economic incremental benefits generated by the program over this period. 
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during 2017–2025, annual operation and maintenance costs and debt service account for only 
0.01% to 0.05%.  
 
30. Poverty Impact Analysis. The poverty impact analysis is based on the distribution of 
incremental benefits and costs generated by Program investments and policy-supported 
investments. Incremental benefits will be generated from: (i) improved income-generating 
capacity of USE graduates who seek employment rather than pursue higher education; and (ii) 
improved efficiency in the management of schools and in the delivery of secondary education. 
The analysis indicates that 16% of total Program benefits is shared by the poor.  

 

31. Gender Impact Analysis.  The policy-based loan and the project are categorized as 
“gender equity as a theme.” The policy actions under the policy-based loan are designed to 
achieve the following objectives: (i) 60% of poor scholars are female, (ii) the hardship allowance 
program to attract teachers in rural and disadvantaged areas gives special emphasis to female 
teachers, and (iii) gender equality in STEM education is promoted. The gender action plan for 
the project is designed to achieve the following objectives: (i) undertaking  a gender assessment 
on the impact of student and teacher scholarships; (ii) 40% female trainees for in-service math, 
science, ICT, and career counseling training; (iii) all females currently in management positions 
receive management training; (iv) of the teacher candidates and/or qualified teacher training 
providers for National Institute of Education fellowships, at least 40% are female; (v) prioritizing 
female teachers for housing units in schools; and (vi) disaggregating EMIS data by sex and 
ethnicity. 
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Annex 1. Assumptions Applied in the Economic Analysis 

 
Key assumptions applied in the economic analysis, for projecting the number of students 
completing USE, under with- and without-program situations, are provided in Annex Table 1.16 

 
Annex Table 1: Assumptions for Projecting Number of Students Completing Upper 

Secondary Education 

Item 
Without 
Program 

With 
Program 

Increme
nt 

Number of studentsa 262,072 313,233 51,161 
Gross enrollment rateb 25.1% 30.0% 4.9% 
Promotion rate for Grade 10 to Grade 
11c 

82.2% 90.0% 7.8% 

Promotion rate for Grade 11 to Grade 
12d 

88.8% 90.0% 1.2% 

Dropout rate at Grade 12e 45.0% 28.0% -17.0% 
Employment rate of USE students who 
decide to seek work after completing 
USE requirementsf  71.0%  

MOEYS = Ministry of Education, Youth and Sport; USE = upper secondary education. 
a Number of students under the without-program situation (baseline SY2015/16) while for 

the with-program situation, this is the target to be achieved under the program. 
b Gross enrollment rate under the without-program situation (baseline SY2015/16) while 

for the with-program situation, this is the program target for SY2020/2021 as set by 

MOEYS. 
c Promotion rate for Grade 10 to Grade 11 under the without-program situation is the 

actual rate for SY2015/16 while the rate under the with-program situation is the program 

target for SY2020/2021 as set by MOEYS. 
d Promotion rate for Grade 11 to Grade 12 under the without-program situation is the 

actual rate for SY2015/16 while the rate under the with-program situation is the program 

target for SY2020/2021 as set by MOEYS. 
e Dropout rate under the without-program situation is the actual rate for SY2015/16 while 

the rate under the with-program situation is the program target for SY2020/2021 as set 

by MOEYS. 
f Participation rate of USE student graduates who finish USE requirements and who 

decide to seek work immediately after graduation is based on Government of Cambodia, 
Ministry of Planning, National Institute of Statistics. 2010. Cambodia Socio-economic 
Survey. Phnom Penh. 

Source: Data derived from the Evaluation and Monitoring Information System (EMIS) of 

MOEYS. 

Other assumptions applied in the economic analysis are as follows: (i) all economic benefits and 
costs are in constant 2016 prices; (ii) economic benefits, mainly the future earnings of USE 
graduates, are estimated using the world price numeraire method and expressed in economic 

                                                           
16

 The economic analysis is carried out in accordance with ADB. 1997. Guidelines for the Economic Analysis of 
Projects. Manila. 
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terms by applying a shadow wage rate factor (SWRF) of 0.7517 and adjusting the resulting value 
by a standard conversion factor (SCF) of 0.90;18 (iii) the program’s economic life is assumed at 
25 years; (iv) the program’s economic internal rate of return (EIRR) is calculated based on a 
discount rate of 12%; (v) average annual future earnings (financial) of workers with USE 
credentials is based on the net present value of the average wage of $106/worker/month or 
$1,272/worker/year as estimated for 2016,19 which is projected over a period of 20 years of 
employment and then annualized to arrive at a value of $475/worker/year; (vi) total capital 
investment cost (excluding price contingencies, interest charges, fees, and taxes) is spread over 
the 5-year program implementation period; (vii) economic investment costs are estimated using 
the world price numeraire method by (a) applying a SCF of 0.90 for the non-tradable component 
that comprises about 30% of total investment cost, (b) adjusting the non-tradable labor 
component (about 50% of investment cost) by a SWRF of 0.75 and further adjusting this by a 
SCF of 0.90, and (c) assuming the financial value of the foreign cost component (about 20% of 
investment cost) to be equal to its economic value; (viii) incremental program-related operation 
and maintenance costs are assumed at 3.0% of total capital cost;20 (ix) replacement of 
equipment is assumed to be carried out every 5 years, with replacement cost included in the 
operation and maintenance costs;21 (x) average annual recurrent cost of USS is based on the 
MOEYS’s estimated recurrent cost of $6.16 million/year for schools covered under the program 
and projected to increase by 10% annually until 2041;22 and (xi) economic opportunity cost of 
USE students is about $162/worker/year or about $486/worker over the 3-year USE 
curriculum.23 
 

                                                           
17

  ADB. 2015. Report and Recommendation of the President to the Board of Directors: Second Greater Mekong 

Subregion Corridor Towns Development Project. Manila (RRP CAM 46443-002). 
18

  ADB. 2015. Report and Recommendation of the President to the Board of Directors: Upland Irrigation and Water 

Resources Management Sector Project. Manila (RRP CAM 44328). 
19

 Minimum Wages in Cambodia with Effect 01-01-2016 to 31-12-2016. 2016. 
http://www.prake.org/home/salary/minimum-wages. The average annual wage of workers with lower secondary 
education credentials is estimated at about $83/worker/month or about $996/worker/year. In Cambodia, the earning 
capacity of workers increases by 8.5% for each year of education completed. ADB. 2012. Report and 
Recommendation of the President to the Board of Directors: Third Education Sector Development Program. Manila 
(RRP CAM 43260). The average annual wage of workers with USE credentials is calculated by adjusting the 
average annual wage of workers with lower secondary education credentials (i.e., $996/worker/year) by an annual 
adjustment factor of 108.5% for each year over the 3-year USE program to arrive at a value of $1,272/worker/year.

 

20
   As prescribed by staff of the Department of Monitoring and Evaluation, MOEYS.  

21
   This is the suggested economic life of equipment as discussed with the staff of the Department of Monitoring and 

Evaluation, MOEYS. 
22

  Based on average growth rate of government expenditure for USE for 2014 and 2015. 
23  

The financial opportunity cost of a child worker is estimated at about $30/worker/month or about $360/worker/year 
for menial jobs that do not require much skill (e.g., ditch digging, construction worker, etc.). This value is adjusted 
by 50% to provide for playtime and other non-income-generating activities that normally are carried out by a child 
in order to estimate the financial opportunity cost of a child worker of about $180/ worker/year. The economic 
opportunity cost of a child worker is calculated by adjusting this value by a standard conversion factor of 0.90 to 
arrive at a value of $162/worker/year or about $486/worker over the three-year USE curriculum. 

http://www.prake.org/home/salary/minimum-wages

