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A. Sector Road Map 
 
1. Sector Performance, Problems, and Opportunities 
 

1. Strategic and legal framework for decentralization. Cambodia is a unitary state with 
three levels of subnational territorial administrative jurisdictions. The top tier of subnational 
administration includes the capital (Phnom Penh) and 24 provinces. The middle tier has  
197 jurisdictions in total, comprised of 159 rural districts, 26 urban municipalities and 12 khans. 
The third (bottom) tier of subnational administrative units has 1,633 jurisdictions in total and is 
comprised of 1,406 rural communes and 227 urban sangkats. The National Committee for 
Subnational Democratic Development (NCDDS) under the Ministry of Interior (MOI) is responsible 
for leading policy and planning work on decentralization reforms whilst the Ministry of Economy 
and Finance (MEF) focus on the subnational budgets. Decentralisation and deconcentration 
reforms have been structured under a ten-year national program, the National Program for 
Subnational Democratic Development from 2010–2019 (NPSDD) and implemented through 
rolling three-year plans (IP3-I to IP3-III),2 and annual work plans and budgets. The reforms were 
underpinned by two new Organic Laws to set up a legal framework of a new sub-national 
government system in 2008, the Law on Administrative Management of the Capital, Provinces, 
Municipalities, Districts and Khans and the Law on the Election of the Capital, Provinces, 
Municipalities, Districts and Khans.3 The strategic framework prepared in 2005 was a key to laying 
the foundations for the Organic Law (2008) and the subsequent national program.4  
 
2. Functional assignment and service delivery.  Cambodia embarked on its functional 
mapping exercise under IP3-II between 2011–2015 undertaking a comprehensive review process 
of functional assignments with line ministries. This led to a subsequent agreement that  
28 functions would be devolved to subnational administrations (SNAs) across line ministries. 
Following the enactment of the Organic Law (2008), for a period from around 2010 to 2015, the 
NCDDS focused on undertaking detailed mapping and then reviews of the functions of key 
ministries.  Key sectors and ministries broadly agreed on the transfer of 28 functions across the 
following: (i) education; (ii) public works; (iii) transport; (iv) environment; (v) agriculture;  
(vi) forestry; (vii) fisheries; (viii) rural development; (ix) social affairs; (x) tourism; and (xi) irrigation. 
The review however did not lead to significant functions assigned to subnational administrations 
by line ministries, who wanted to complete further analysis on the human and financial resources 
needed to transfer the functions to subnational level. These are at varying stages of development 
with a small number having been recently approved for functional reassignments. The NCDDS 
has focused efforts for a more direct top–down politically led approach, particularly with the 
backing the Prime Minister and the Cabinet for further reforms. To date functions have been 
transferred from the Ministry of Education, Youth and Sport, Health, Environment and Rural 
development. There are also efforts underway to integrate sector line ministries at the subnational 
level (which are largely poorly staffed and resourced) into the structure of district administrations.  

                                                
1 This assessment focuses on the decentralization and local governance aspects of public sector management. 
2 Government of Cambodia (National Committee for Subnational Development). 2010. The First Three-Year 

Implementation Plan (IP3-I, 2011–2013, extended to 2014) of National Program for Subnational Democratic 
Development. Phnom Penh; and Government of Cambodia (National Committee for Subnational Development) and 
The Second Three-Year Implementation Plan (IP3-II, 2015–2017) of National Program for Subnational Democratic 
Development. Phnom Penh. 

3 Other key related legislation includes Law on Commune and Sangkat Administration Management (2001) and Law 
on Financial Regime and Property Management for Subnational Administrations (2011). 

4 Government of Cambodia. 2005. Strategic Framework for Decentralization and Deconcentration Reforms.  
Phnom Penh. 
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Unified district administrations will support greater efficiencies in ensuring an integrated approach 
between district planning mechanisms and subnational sector line ministries. In order to progress 
on reform objectives, clear assignments of meaningful functional expenditure responsibilities at 
the district and municipality level are needed, with support to ensure adequate administrative and 
financial capacity exists to deliver basic services.   
 
3. Fiscal decentralization and subnational revenues. Effective fiscal decentralization 
includes a balance between expenditure assignment; revenue assignment and inter-
governmental transfers to strengthen SNAs fiscal autonomy. SNA’s largely rely on inter-
governmental transfers into their commune/sangkat (C/S) Fund and district/municipality (D/M) 
Fund through a non-conditional grant mechanism as their main source of revenues. Under IP3-II, 
potential own source revenue opportunities for SNA’s were identified as well as measures for 
further fiscal decentralization instruments including conditional and unconditional transfer 
mechanisms. At the provincial level revenue sources include tax and non-tax sources which 
include revenues from property, land, mine and construction. Revenues are also shared from the 
recently established one window service offices and units established at the subnational level and 
districts and commune’s revenue sources include sharing of total taxes as well as fees from one 
window service units. Formula-based mechanisms were established (with formal legal basis in 
sub-decrees) for both C/S and D/M administrations establishing the C/S Fund and D/M Fund 
respectively. Application of a formula-based approach for transfers to provinces was initiated in 
2013 but transfers are a combination of a formula-based approach and discretionary adjustments 
applied by MEF during annual budget processes.  Although existing legislation provides C/S and 
D/M with powers for local tax and non-tax collection, in practice few opportunities have existed 
for implementation. Fiscal autonomy for sub-national administration remains limited with 
insufficient funding base for SNAs with limited funds for development funding, in part relating to 
slow progress with functional reassignments.  There are reforms underway to increase the C/S 
fund substantially (by almost double its current allotted ceiling) to respond to increased needs in 
the local development budget at the C/S level.  In addition to the planned increase in resources, 
measures to strengthen financial management capacity at the commune level will be needed.  
Longer term in the absence of own-source revenue autonomy, transfers and shared taxation 
mechanisms are the only substantial forms of funding for subnational administrations.  
 
4. Subnational expenditure trends.  International comparisons indicate Cambodia remains 
a lowly decentralized country. Total expenditures of all subnational levels have grown over the 
decade, though in absolute terms less significantly than for the central government (table 1).  
Cambodian subnational administrations have low levels of direct expenditures. There are 
significant horizontal imbalances in expenditures with most larger municipalities other than Phnom 
Penh poorly resourced. Shared tax revenues outside Phnom Penh are concentrated at the 
provincial level.  Phnom Penh is particularly advantaged with high per capita expenditures itself 
(14 times the median per capita spending of all provinces). These differences largely reflect 
imbalances in the distribution of shared tax revenues and failure to explicitly consider revenue-
raising capacities of different locations within the transfer formula. Vertical imbalances in 
expenditures are between levels of administration in Cambodia exist with the fiscal system 
remaining heavily centralized and provides significant per capita benefits to Phnom Penh and 
provinces with districts’ per capita revenues and expenditures are much lower than all other 
administrative tiers. 
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Table 1: National administration budget allocated to central and sub national tiers 

Year 2012 20130 2014 2015 2016 2017 2018 

Line Ministry Budget 80.8% 80.5% 78.6% 77.6% 75.1% 74.7% 75.0% 

Capital/Prov Line 
Department Budget 

13.8% 13.5% 14.8% 15.6% 17.8% 17.9% 18.2% 

SNA Budget 5.4% 6.0% 6.6% 6.9% 7.1% 7.4% 6.7% 

of which Capital/Provincial 
Budget 

3.8% 3.9% 4.5% 4.7% 4.9% 5.0% 4.3% 

of which District/Municipal 
Budget 

0.0% 0.5% 0.5% 0.5% 0.6% 0.7% 0.6% 

of which Commune/Sangkat 
Budget 

1.6% 1.6% 1.6% 1.7% 1.6% 1.7% 1.7% 

Source: NCDDS Budget Report. 2018. 

 
5. Human resources management and capacity development. Personnel management 
and salary policies at subnational levels are important for fiscal decentralization as salaries take 
up very significant portions of subnational expenditures. Important progress has been made since 
the enactment of the Organic Law (2008) with extended efforts to establish a legal basis for 
employing and managing subnational administration civil servants. The government has 
embarked on reforms to transfer personnel management to subnational tiers of government 
therefore deepening its efforts in administrative decentralization. Capacity constraints and lack of 
skills development is a major constraint to deeper decentralization reforms. Capacity development 
for the subnational administrations has been a core theme under the three successive 3-year 
implementation plans for the NP-SNDD. Yet initial assessments concluded that earlier efforts 
were largely capacity substitution and training approaches had low impact hindered by poor 
quality and an ad hoc approach to capacity development. NCDDS established the legislation for 
NASLA to articulate the need for a more systematic and structured approach for skills 
development for sub national government staff involved in decentralized service delivery.  Further 
opportunities include: (i) assisting to finalize and implement the regulatory regime for the SN civil 
service; (ii) MOI transfer of its 9,000 staff in SNAs to the SNAs; (iii) facilitating more flexibility for 
SNAs to set their own staffing  and organizational structures in line with their resources and needs; 
and (iv) supporting SN capacity building through the proposed NASLA.   
 
6. Implementation challenges towards greater decentralization. The 10-year program 
has yielded important achievements but also highlighted implementation challenges. 
Achievements include: (i) comprehensive legal and institutional arrangements; (ii) clear 
assignment of functions to SNAs matched by transfer of human and financial resources; (iii) SNAs 
to be empowered to raise local revenues and to set revenue policies and rates; (iv) an 
intergovernmental transfer system to be established to provide for reasonable vertical and 
horizontal balance; (v) sound PFM systems were to be established in all SNAs; (vi) SNAs were 
to control their own civil servants; (vii) provincial administrations were to focus on planning and 
coordination roles and to address cross-district matters and national policies; (viii) districts and 
municipalities were to work closely with communes and sangkats and become the key service 
delivery point; (ix) communes and sangkats were to remain providers of localized infrastructure 
and services; (x) unified administration was to be pursued with phased movement to more 
horizontal forms of deconcentration and eventually decentralization; and (xi) significant capacity 
building at all SN levels was planned.   
 

B. Government’s Sector Strategy  
 
7. The NPSDD was implemented through three implementation phases (IP3-I to IP3-III) 
covering: (i) institutional reform to prepare for SN service delivery; (ii) commencement of 
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substantive service delivery in SNAs; and (iii) consolidation and strengthening of decentralized 
service delivery.5 The program will not be fully implemented by 2019 and is therefore likely to be 
further extended to 2020. The first three-year implementation plan (IP3-I) covering 2011–20146 
focused on administrative, institutional, legal; and capacity development aspects of 
decentralization including the establishment of a regulatory framework for SN development and 
completion of functional mapping and reassignment plans for ministries. The second three-year 
implementation plan (IP3-II), 2015–20177 highlighted the need for more rapid reforms with regard 
to functional reassignments, own source revenues of SNAs, fiscal decentralization (including 
additional and more equitable resource flows); and capacity building. The third three-year 
implementation plan (IP3-III), 2018–2020 focuses on: (i) improving the quality of reform 
management; (ii) improving the quality of governance and accountability; (iii) strengthening the 
autonomy and quality of human resource management and building capacity, including through 
establishment of the NASLA; and (iv) improving intergovernmental financial arrangements 
including reviews of the nature, adequacy and equity of funding SNAs.   
 

C. ADB Sector Experience and Assistance Program 
 
8. Overview of ADB engagement in decentralization.  ADB has supported the government 
since 2002 with decentralization and closely related PSM reforms. Past support has been 
comprised of: (i) loan and TA grant support to assist in the construction of offices for communes and to 
build capacities of commune councilors (2002–2009); (ii) TA grant support to develop an institutional 
framework for decentralization reforms and commence the preparation of future ADB support to 
decentralization (2009–2012); 8 and (iii) ongoing support through the first Decentralized Public Services 
and Financial Management Sector Development Program.9 Subprogram 1 was approved in 2012 for  
$37.5 million, including capacity development TA for $800,000, with additional TA financing of 
$500,000 approved in 2013 to assist piloting of the decentralization of rural water supply 
operations and maintenance through the Ministry of Rural Development. Subprogram 2 approved 
in 2016 for $35 million comprised of policy-based budget support of $15 million and project support of 
$20 million which is currently being implemented to support startup of the Sub National Investment Fund 
(SNIF). The targeted impact of the program is to improve access to, and coverage of, basic 
services across the country in alignment with the NPSDD 2010–2019. ADB has since been 
engaged in preparing a new sector development program to support the second Decentralized 
Public Services and Financial Management Sector Development Program. TA resources have 
supported development of an interim training strategy for NASLA to commence course delivery 
and support NCDDS on key policy reform objectives.  ADB also utilized TA resources to undertake 
the feasibility study for NASLA in preparation for the development of the project component under 
the SDP to establish the physical structure for NASLA and support curriculum development. 

                                                
5  Government of Cambodia (National Committee for Sub-National Democratic Development). 2010. National Program 

for Sub-National Democratic Development, 2010–2019. Phnom Penh. 
6 Government of Cambodia (National Committee for Subnational Development). 2010. The First Three-Year 

Implementation Plan (IP3-I, 2011–2013, extended to 2014) of National Program for Subnational Democratic 
Development. Phnom Penh; and Government of Cambodia (National Committee for Subnational Development).  

7 Government of Cambodia (National Committee for Subnational Development). 2014. The Second Three-Year 
Implementation Plan (IP3-II, 2015–2017) of National Program for Subnational Democratic Development.  
Phnom Penh. 

8 ADB. 2009. Cambodia: Developing an Institutional Framework for Decentralization Reforms. Manila.     
9 ADB. 2012. Report and Recommendation of the President to the Board of Directors for the Proposed Programmatic 

Approach, Policy-Based Loan and Project Loan for Subprogram 1, and Technical Assistance Grant to the Kingdom 
of Cambodia for Decentralized Public Services and Financial Management Sector Development Program. Manila. 
ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Policy- 

Based Loan and Project Loan for Subprogram 2 to the Kingdom of Cambodia for Decentralized Public Services and 
Financial Management Sector Development Program. Manila.   
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PROBLEM TREE 
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