
Country Partnership Strategy: Cambodia, 2011–2013 
 

RISK ASSESSMENT AND RISK MANAGEMENT PLAN (SUMMARY)1 
 
1. Cambodia’s history indicates extended periods of conflict followed by the recent 
emergence of a state with fragile democratic and governance underpinnings. Efforts at 
governance reform have not always been matched with adequate political backup and 
resources, resulting in reforms that are slow and somewhat lacking in coherence. Despite 
continuing weak revenue-raising ability of the government and consequent high dependency on 
external funding, Cambodia has experienced strong economic growth and poverty reduction for 
most of the past decade. However, the private sector continues to rank “corruption” as the 
principal concern in Cambodia’s business environment. 
 
2. The public financial management (PFM) assessment shows slow but steady progress in 
PFM strengthening under the Public Financial Management Reform Program (PFMRP). The 
2010 Public Expenditure Financial Accountability (PEFA) assessment indicates mixed but 
improving performance.2 Of 29 items rated, only 2 (6.9%) are rated A; 4 are rated B (13.8%); 15 
are rated C or C+ (51.7%); while 8 are rated D (27.6%). On average, Cambodia achieved a C 
rating in the PFM, which is close to the norm for similar low-income countries. Many PFM 
reforms are required for Cambodia to lift most ratings into B and A categories, and this will take 
time. Comparison of the 2010 PEFA results with the 2002 Cambodia Financial Accountability 
Assessment indicates solid improvements since 2002 (including budget formulation, internal 
controls, treasury operations and cash management, accounting systems, and internal and 
external audit). A 2010 independent assessment of progress with the PFMRP reveals steady 
improvement, indicating that platform 1 (enhanced budget credibility) is essentially complete 
(though still to be consolidated), with platform 2 activities (enhanced accountability and control, 
particularly in line ministries) starting in December 2008 (now managed under “catalyst 
measures to accelerate platform 2 implementation”). The external assessment of 29 reform 
activities pursued in 2007–2009 found that (i) 15 were met or mostly met, (ii) 7 were partly met, 
(iii) 3 were not met, and (iv) 4 could not be measured. Major PFM risks and proposed Asian 
Development Bank (ADB) mitigating actions are in the Summary Risk Management Table.3  
  
3. The procurement assessment, drawing on recent procurement diagnostic studies, 
indicates limited recent progress but also that significant reform work under way could see 
important tangible progress during the country partnership strategy period. A 2010 Organization 
for Economic Co-operation and Development study of preliminary baseline indicators of 
procurement scored Cambodia overall as 1.5 points out of a possible 3 points, indicating that 
Cambodia is a middle-of-the-road procurement country. The legislative and institutional 
arrangements scored better (two out of three each) than operating practices and system 
transparency and integrity arrangements (one out of three each). The major national 
procurement risks and proposed ADB mitigating actions are in the Table.  
 
4. The anticorruption assessment identifies important recent legislative and institutional 
developments, but which have not yet achieved major tangible results. Despite the fact that 
recent perception surveys suggest that lower and mid-level corruption may be modestly 
improving, corruption remains a fundamental concern. Important new legislative developments 

                                                 
1  See ADB. 2011. Cambodia: Country Governance Risk Assessment Report and Risk Management Plan. Manila. 

(http://serd-cam.adb.org/).  
2 The ADB GACAP 2 approach explicitly calls for the use of related assessments where available and relevant. 

PEFA assessments, for example, are particularly important and normally expected to remain relevant for 3-4 years. 
The 2010 Cambodia PEFA assessment was prepared in 2009, and it is possible that reforms implemented since 
the assessment would lead to improvements in the rankings. 

3  The full report contains more extensive coverage of risks for (i) PFM, (ii) procurement, and (iii) corruption. 
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include penalty provisions in the 2008 Public Finance Law, strengthening the Penal Code for 
corrupt offenses (2009), and passing the new Anti-Corruption Law in 2010. Institutional work is 
now focusing on early development of the Anti-Corruption Unit provided for under the new law. 
 
5. The main ongoing government reform programs of relevance for improved governance 
are (i) the PFMRP, (ii) the decentralization and deconcentration reform program, (iii) the 
National Program for Public Administrative Reform (NPAR), and (iv) the Legal and Judicial 
Reform Program. Development partners support these programs. Gradual progress has been 
made on PFMRP and decentralization and deconcentration reform programs. NPAR has made 
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.  
 
6. From the broader risk assessments, the risk mitigation plan highlights 12 major risks. 
Intended ADB actions are to (i) provide additional technical and financial support through 
government reform programs, particularly the PFMRP and the decentralization and 
deconcentration programs; (ii) review the scope for governance support to ADB priority sectors; 
(iii) continue institutional strengthening support for the National Audit Authority; (iv) continue 
support for updating and training in relation to revised standard operating procedures, 
procurement manual, and financial management manual for externally financed projects; and (v) 
provide technical assistance to support the startup of the Anti-Corruption Unit.  
 

Summary Risk Management Plan 
Major Risks Proposed ADB Mitigation Actions
1. Public Financial Management 
1.1 Devolving responsibilities and 

accountabilities from MEF to the line 
ministries, including implementation of a 
newly devolved financial management 
information system will pose significant 
challenges. The risk is that implementation of 
the PFMRP’s platform 2 will be slow and 
difficult. 

Be more active in policy dialogue on PFMRP implementation. 
Support the rolling out of the PFMRP’s platform 2 to three rural 
development ministriesa under the ADB-financed Public Financial 
Management for Rural Development Program (PFMRDP) and 
the follow-on PFMRDP Subprogram 2, approved in 2010. 
Ensure all new programs and projects consider opportunities for 
direct support to sector ministry implementation of relevant 
platform 2 catalytic actions. 

1.2 Challenges in managing the decentralization 
and deconcentration reforms including 
functional and financial devolution to 
provinces and districts. Risks of 
decentralization and deconcentration failure 
with continued inadequate public services at 
decentralized levels. 

More actively engage in policy dialogue on decentralization and 
deconcentration reforms.  
Directly support implementation of the first 3 years of the 
National Program for Sub-National Democratic Development, 
including technical assistance (on functional assignments and 
fiscal decentralization) and infrastructure investment through the 
proposed subnational investment facility. 
Ensure all new programs and projects consider opportunities for 
direct support to specific sector ministry implementation of the 
IP3, particularly for devolution of functional, financial, and 
personnel responsibilities to sub-national administrations (SNAs).   

1.3 Personnel management and public sector 
wage policies may remain inadequate. The 
risks of such systems include low labor 
productivity and civil service disincentives for 
anti-corrupt practices.  

Although not a lead development partner in public administration 
or civil service wage reform, support the strengthening of civil 
service effectiveness and efficiency through capacity 
development of  senior and mid-level government officials in 
economic policy management, change management, and 
leadership under the PFMRDP 2.  

1.4 While improving, ratios of tax and nontax 
revenues to GDP remain low. Slow 
implementation of tax policy reforms 
reinforce risks of unsustainable budgets and 
continued weak service delivery, especially if 
official development assistance falls.  

Although not a lead development partner in the reform of tax 
policies and administration, keep abreast of developments. 
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Major Risks Proposed ADB Mitigation Actions
1.5 Internal audit is improving but still weak. 

Without effective internal audit units in all line 
ministries, the risk is that devolution of 
powers to ministries will occur without 
adequate accountability and control, 
including limited audits of procurement 
systems and high value procurements. 

Provide continuing support for strengthening internal audits of 
MEF and the three ministries concerned with rural development, 
and explore options to include strengthening of technical audits.  
Ensure that all new programs and projects consider opportunities 
for direct support to internal audit departments in priority sector 
ministries.    

1.6 External audits are improving but still weak. 
Strengthening the NAA must address wider 
coverage, better audit quality, backlogs, and 
follow-up of findings. An effective NAA is 
critical for system integrity. NAA should 
gradually expand the scope in audit of 
externally-financed projects.  

While providing modest support to capacity building in NAA, 
which is mainly funded as an adjunct to the PFMRDP, consider 
additional support for NAA’s active involvement in auditing of 
externally-financed projects.    
 
Consider providing funding for audit of ADB-financed projects.   

2. Procurement  
2.1 Further devolved capacity building is needed 

in line ministries and SNAs. Without better 
systems—including procurement, stronger 
institutions, and human capacity and career 
development—the risks include both 
inefficiencies and irregularities in 
procurement. 

Closely linked to PFM action 1.1, pursue more active support to 
PFMRP’s platform 2 through the working group on PFM 
(including devolution of procurement responsibilities). 
Provide direct support to the three ministries concerned with rural 
development under the PFMRDP to implement procurement 
reforms devolved to line ministries under the PFMRP platform 2. 
Ensure all new programs and projects consider opportunities for 
direct support to priority sector ministries to implement the 
PFMRP’s platform 2 procurement reforms.     
Support PFM system development for SNAs. 

2.2 Low operating efficiencies prevail, especially 
as responsibilities are devolved, including 
inexperience of project personnel and 
procurement review committees. Without 
suitable procedures and devolved capacity 
building, major delays are a risk. 

Continue to support revisions and training on the standard 
operating procedures, procurement manual, and financial 
management manual for externally assisted projects.  

3. Corruption Risks 
3.1 The newly established ACU faces significant 

challenges to get operational. Inadequate 
resource and capacity building make it 
difficult for the ACU to achieve its objectives. 

ADB will provide technical assistance to support the ACU in 2011 
and consider longer-term capacity building support for the ACU 
in collaboration with interested development partners. 

3.2 Related legal institutions, especially police, 
prosecutors and judges, will need to be more 
effective if they are to support the ACU. The 
risk is these institutions will remain weak and 
corrupt and frustrate anti-corruption efforts. 

While not becoming a lead development partner in the legal and 
judicial sector reform program, continue to closely monitor sector 
progress through government and development partner working 
groups, particularly as implications for the work of the ACU are 
concerned. 

3.3 Personnel management and public sector 
wage policies are progressing but may 
remain constrained, with risks of 
disincentives for anticorruption practice 
where many civil servants do not earn an 
adequate living wage.  

This corruption-related risk mirrors the risk to PFM under item 
1.3. The proposed ADB actions are identical. 

3.4 While perceptions of corruption may be 
stabilizing, corruption remains in many public 
agencies. High risks are perceived in priority 
ADB sectors—education; public works; 
private sector; and finance, taxation, and 
customs. Failure to change perceptions of 
corruption will reinforce corrupt acts. 

Continue to monitor regular surveys being undertaken in 
Cambodia on various perceptions of corruption (business 
surveys, consumer surveys, citizens surveys) with particular 
reference to ADB priority sectors. 
Ensure that all new programs and projects consider opportunities 
for improving perceptions about corruption. Where relevant, 
appropriate surveys could be commissioned through the ACU. 

a  Ministries of Agriculture, Forestry and Fisheries; Rural Development; and Water Resources and Meteorology.  
ACU=Anti-Corruption Unit, MEF=Ministry of Economy and Finance, National Audit Authority (NAA), PFMDRP=Public 

Financial Management for Rural Development Project, PFMRP=Public Financial Management Reform Program, 
SNA=Sub-National Administration. 

Source:    ADB. 2011. Cambodia: Country Governance Risk Assessment Report and Risk Management Plan. Manila. 




