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RISK ASSESSMENT AND RISK MANAGEMENT PLAN (SUMMARY) 
 

A. Background 
 
1. Cambodia has experienced strong economic growth and poverty reduction since 1999 
However, to sustain the rate of growth and make the quality of growth more inclusive, public 
sector capacity will need to be significantly improved and governance issues more forcefully and 
systematically addressed. While progress has been made in some areas, the objectives for 
governance reforms in successive government strategies have not all been achieved as 
intended due to uneven political commitment, weak capacity, and a lack of resources, resulting 
in slow and disjointed interventions.1 Increased political and public pressure for governance 
reforms has taken place since the July 2013 national election. The post-election environment, 
including a greater role for the opposition in the National Assembly, is expected to provide a 
favorable environment for deeper governance reforms over the CPS period 2014-2018.2  
 
2. The first comprehensive Country Governance Risk Assessment and Risk Management 
Plan for Cambodia, prepared jointly by the Asian Development Bank (ADB) and the government 
in 2011, is being updated to reflect the Revised Guidelines for Implementing ADB’s Second 
Governance and Anticorruption Action Plan, published in December 2011. Based on the 
lessons learned from (i) the implementation of the Country Governance Risk Assessment and 
Risk Management Plan, and (ii) new and updated governance assessments conducted as part 
of the country partnership strategy preparations, this Risk Assessment and Risk Management 
Plan (Summary) identifies (i) major governance risks that remain, and (ii) corresponding 
mitigation actions that ADB can support at the national, sector, and project and/or program 
levels to (a) limit fiduciary risks in ADB supported operations from the bottom up, and (b) 
complement ADB’s public financial management (PFM) and decentralization and 
deconcentration reforms support from the top down.  
 
B. Public Financial Management  
 
3. Although they are gradually improving, PFM systems in Cambodia do not ensure 
transparency and accountability. In support of the government’s PFM Reform Program, ADB 
has promoted accountability in public expenditures by improving capacity in three rural 
development ministries (Ministry of Agriculture, Forestry and Fisheries; Ministry of Rural 
Development; and Ministry of Water Resources and Meteorology) - particularly in budget 
preparation and execution, financial management and accounting, procurement, and internal 
audit.3 ADB has also supported (i) institutional strengthening of the National Audit Authority 
(NAA) for auditing of externally financed projects, and (ii) the NAA’s discussions with the 
National Assembly regarding findings related to audits of public accounts and the 
implementation of audit recommendations. ADB has supported PFM of subnational 
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 In addition to the steady progress of ongoing reforms of public financial management (PFM) and decentralization 

and deconcentration, a clearer and more substantive agenda is emerging for public administration reform. The 
progress in legal and judicial reform, however, has been more modest (Sector Assessment [Summary]: Public Sector 
Management [accessible from the list of linked documents in Appendix 2].) 
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 The new Commission on Investigation and Anti-Corruption is headed by an opposition member of the National 

Assembly.   
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Assistance to the Kingdom of Cambodia for the Public Financial Management for Rural Development Program 
(Subprogram 2). Manila.    



 

administrations (SNAs), focusing on mapping and the transfer of functional assignments and 
fiscal decentralization (including fiscal transfers and identification of own revenue sources).4  
 
4. Major risks going forward relate to the challenges in transferring responsibility for budget 
management to line ministries, including rolling out the financial management information 
system, transferring functions and resources to SNAs, and improving limited capacity of internal 
and external audits. Mitigation actions for each of these risks are in Table 1.   
   
C. Procurement   
 
5. Since the previous Country Governance Risk Assessment and Risk Management Plan, 
ADB has supported capacity development in (i) preparing and adopting the 2012 public 
procurement law; (ii) updating the standard operating procedures, procurement manual, and 
financial management manual for externally financed projects; and (iii) training government 
officials to operationalize these documents.5 Further efforts are needed to develop detailed 
implementing decrees and guidelines, use e-procurement, enforce penalties, and establish an 
effective complaint handling mechanism. ADB project-level procurement risk mitigation actions 
will be implemented and monitored during project reviews and quarterly portfolio review 
missions. A procurement risk assessment will be undertaken in 2014 as part of the 
implementation of the 10-point procurement action plan under the midterm review of Strategy 
2020. 
 
D. Combating Corruption 
 
6. Fundamental weaknesses in combatting corruption remain in (i) the check and balance 
mechanism concerning the National Assembly and the executive, (ii) oversight of the NAA, (iii) 
the capacity of the Anti-Corruption Unit (ACU) to fully implement the 2010 Anti-Corruption Law, 
(iv) legal and judicial institutions, and (v) enforcement of laws by relevant institutions in 
combating corruption. 
 
7. The ACU was established following adoption of the Anti-Corruption Law and is partially 
operational. The ACU has made some initial progress such as in making arrests of high-ranking 
police, court, and government officials who were prosecuted and imprisoned. However, the ACU 
still faces challenges with regard to operational effectiveness, carrying out anti-corruption 
activities, and implementing the Anti-Corruption Law systematically. ADB and other 
development partners have faced challenges in engaging with the ACU to provide effective 
support, but will continue to look for opportunities. 
    

Table1: Summary Risk Management Plan 
Major Risks Proposed ADB Mitigation Actions 

1. Public Financial Management 

1.1 Transfer of responsibilities for budget 
management from the Ministry of Economy 
and Finance to line ministries, including the 
rolling out of the financial management 

Building on earlier achievements in improving budget responsibility 
and accountability in rural development ministries (as discussed in 
para. 3 of the above text), ADB will expand technical assistance 
under the CPS to additional priority ministries.  
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Major Risks Proposed ADB Mitigation Actions 

information system.  The continuation of 
excessive centralization of budget 
management will maintain low 
accountability for public expenditure and 
service delivery, and continue to negatively 
affect the management of development 
partner funded projects.        

1.2 Transfer of functions and resources to 
SNAs. Uncertainty, delays in the delegation 
of functions, and inadequate delegation will 
postpone the build-up of capacity in SNAs. 
This delay will undermine the accountability 
of SNAs for expenditure and service 
delivery, and increase risks for 
management of donor projects that have 
been assigned to SNAs.  

ADB will continue to support decentralization and deconcentration 
and PFM reforms for SNAs (as discussed in para. 3 of the above 
text), and ensure that new ADB-financed projects are aligned with 
and supportive of emerging functions and capacity of SNAs.   

1.3 Internal audit and internal controls are 
improving, but remain weak. This increases 
fiduciary risks and leads to less effective 
and transparent business processes and 
practices, including for procurement.  

Building on earlier capacity building for internal audit (as discussed 
in para. 3 of the above text), ADB will extend support to additional 
priority ministries. 

1.4 External audit capacity is improving, but 
remains weak. The NAA’s capacity has 
been gradually strengthened, but is still 
inadequate to provide effective oversight of 
public expenditures.   

ADB will consider additional support to the NAA for auditing of 
externally financed projects, particularly in major sectors and 
projects of relevance for ADB. In addition, ADB will continue to 
support the NAA in engaging with the National Assembly to discuss 
audit findings and follow up on recommendations.     

2. Procurement  

2.1 Further capacity development in 
procurement for line ministries and SNAs 
are required. Without better systems, 
including e-procurement, complaint 
handling mechanisms, and stronger 
institutions and human capacity, there are 
risks of inefficiencies and irregularities. 

ADB-financed projects are managed under the government’s 
standard operating procedures, procurement manual, and financial 
management manual for externally financed projects (as discussed 
in para. 5 of the above text). Building on previous support for public 
procurement, ADB will undertake a procurement risk assessment, 
strengthen procurement capacities in additional ministries 
(particularly ministries responsible for priority sectors under the 
CPS 2014–2018) and  SNAs (districts and municipalities), and (in 
cooperation with the Operations Services and Financial 
Management Department) deliver training on ADB’s guidelines and 
procurement  procedures. At the project level, ADB will continue to 
identify procurement risks and implement mitigation measures.  

3. Corruption 

3.1 The ACU faces significant challenges to 
effectively implement the Anti-Corruption 
Law and systemically address corruption. 

The ACU has been supported by ADB to implement the Anti-
Corruption Action Plan for Asia and the Pacific, which is being 
coordinated by the ADB–Organisation for Economic Co-operation 
and Development Anti-Corruption Initiative. In coordination with 
other development partners and non-governmental organizations, 
ADB will continue to explore entry points to support the ACU in 
fulfilling its mandate.  

3.2 Related legal and law enforcement 
institutions, especially police officials, 
prosecutors, and judges, remain weak and 
vulnerable to poor governance practices. 

Although ADB is not engaged in legal and judicial reform, which is 
being supported by other development partners, ADB will continue 
to strengthen the capacity of selected line ministries in regulatory 
impact assessments. 

3.3 Personnel management, patronage, and 
public sector pay policies (salary levels in 
the public sector are very low) provide 
disincentive for rules-based and good 
governance practices, including in 
oversight and regulation of the private 
sector. 

Civil service salary reform is regarded as a priority by the 
government and development partners. Accordingly, the 
government is working on new salary and compensation packages 
and is beginning to implement a revenue mobilization strategy to 
increase the country’s tax effort. ADB will closely monitor related 
developments.  

ADB = Asian Development Bank, ACU = Anti-Corruption Unit, CPS = country partnership strategy, NAA = National 
Audit Authority, SNA = subnational authority. 
Source: Asian Development Bank   


