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Sector Road Map 
 

1. Sector Performance, Problems, and Opportunities 
 
1. Lagging public sector management reforms. The coverage and quality of service 
delivery are limited by inefficient composition of public expenditure, modest improvements in 
fiscal revenue collection, and lax financial management systems. The public sector suffers from 
a fragmented organizational structure, unclear and overlapping agency mandates, and complex 
administrative processes. Low salaries, coupled with inefficient human resource management 
practices, translate into low productivity of civil servants. While the civil service system is largely 
based on patronage and persistent political interference, recruitment and promotion are 
increasingly merit-based. Despite progress in establishing the policy and regulatory framework 
for a decentralized system of administration, the roles and responsibilities of subnational 
administrations are still largely undefined, both on the expenditure and revenue sides.  
 
2.  Since 2008, government efforts on public sector reform in Cambodia have centered on 
three important and interrelated initiatives: (i) public financial management reforms, (ii) 
decentralization and deconcentration reforms, and (iii) public administration reforms. A critical 
goal of Cambodia’s development planning framework is improved service delivery by all levels 
of government, which results from efficient and transparent public financial management 
systems. In a decentralized system of government, citizens can voice their needs and 
preferences to their local governments, thus tailoring the provision of critical services to local 
needs. Public administration reforms can improve the efficiency of the bureaucracy and assist 
private sector development by eliminating corrupt and inefficient practices and red tape. In spite 
of government awareness of the interdependence of the three main public sector management 
reforms, limited efforts have been made in coordinating their implementation. 
 
3  Decentralization and deconcentration reforms. The government is committed to 
tackling local development disparities by creating democratically elected subnational 
administrations. Successful decentralization and deconcentration reforms can facilitate poverty 
reduction, local economic development, and employment creation. In Cambodia, local levels of 
administration can play a fundamental role in achieving the national objective of poverty 
reduction through improved service delivery and locally generated and managed economic 
development. Steady, although slow, progress has been achieved in decentralization and 
deconcentration reforms in Cambodia.  
 
4. The pillars of the system of intergovernmental fiscal relations are being developed through (i) 
the implementation of the Sub-National Finance Law approved in 2011; (ii) the establishment of 
the District Development Fund, which will transfer 1% of national revenues to districts and 
municipalities by 2015; and (iii) the approval of regulations on financial management systems 
for subnational administrations. Functional assignments are slowly progressing, with the 
finalization of the functional mapping and review of five priority line ministries (health, education, 
rural development, agriculture, fisheries and forestry, and social affairs) in 2013. This work 
should help identify specific functions for decentralization for districts and municipalities. 
Accountability mechanisms are being developed, with the implementation of district charters, 
the training of officials on methodologies to manage public forums and local assembly meetings, 
and the approval in 2013 of the social accountability framework. Finally, a new statute and 

                                                 
1
 This summary is based on Asian Development Bank staff inputs. 



2 

policy on human resources assigns local councils authority over the hiring, promotion, and firing 
of some of their administrative personnel. 
 
5.  Speedier implementation of reforms will be required under the next 3-year 
implementation plan (2015–2017). Priorities include: 

(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), 
d) establishing the subnational investment facility, and 
e) institutionalizing the capacity development efforts for councilors and local administrations 
through the National Institute for Local Administrations. 

 
6. Public financial management reform. The government continues to improve budget 
credibility at all stages of budget management. As a result of reform efforts, domestic revenues 
in 2012 reached 104.8% of the government’s target, no new arrears were created, and quarterly 
spending was mostly in line with government forecasts. A new national revenue mobilization 
strategy has been approved that focuses on efficiency improvements to tax administration. 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 the tax administration, such as the standardization of receipts and 
tax audits, and the passage of anti-smuggling provisions. 
 
7. 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 building 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 sub-decree on the identification, management, and promotion of budget entities 
by 2015 and onward, to initially cover 10 pilot ministries. 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. 
 
8. Oversight institutions and processes continue to be established. The National Audit 
Authority has been improving external audit scrutiny of government expenditures, revenues, 
borrowings, and assets. It is, however, constrained by its inadequate capacity, resulting in its 
inability to extend its audit coverage to all sizable ministries and government institutions. Priority 
areas for improvement of the National Audit Authority include (i) auditing of financial statements 
of loan projects, (ii) performance audits of institutions and ministries, (iii) application of 
international auditing standards to evaluation of the systems of internal control, (iv) more 
effective reporting and follow-up, (v) communications and external relations and media 
strategies, (vi) greater coordination with the internal audit function of ministries and state-owned 
enterprises, (vii) establishment of a closer working relationship with the National Assembly and 
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the Anti-Corruption Unit, and (vii) strengthening the National Assembly’s oversight capacity over 
the government’s financial management systems. 
 
9.  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.2 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. 
 

2. Government’s Sector Strategy 
 
10.  The Rectangular Strategy Phase 3 forms the new mandate of the government 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. The National 
Program on Sub-national Democratic Development, 2009–2019 will continue implementation of 
decentralization and deconcentration reforms with a new 3-year implementation plan during 
2015–2017. The Public Financial Management Reform Program,3 which was launched in 2004 
to address weaknesses in the public financial management system, includes a multi-stage 
approach, with each platform building on the foundation provided by the earlier one. The first 
stage of the program was undertaken from 2005–2008, focusing on improving budget credibility. 
The second stage, which is being implemented until 2015, aims to consolidate the gains on 
budget credibility while moving the reform focus towards financial accountability. During the third 
stage, between 2015 and 2017, reforms will emphasize the linkages between planning and 
budgeting, incorporating program budgeting processes and the deconcentration of 
responsibilities to budget owners. Finally, during the fourth stage, between 2018 and 2019, 
reforms will focus on the implementation of results-based budgeting and other initiatives aimed 
at improving the accountability of budget processes. 
 
11.  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. 
Significant 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 recently (i) adopted a guide on 
public services standards and passed a sub-decree 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. 
 

3. Asian Development Bank Sector Experience and Assistance Program 
 
12. The Decentralized Public Service and Financial Management Sector Development 
Program - Subprogram 14 was approved in October 2012 for $37.5 million, including capacity 
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 Royal Government of Cambodia. 2004. Public Financial Management Reform Program. Phnom Penh.  
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Approach, Policy-Based and Project Loan for Subprogram 1, and Technical Assistance Grant to the Kingdom of 
Cambodia: Decentralized Public Service and Financial Management Sector Development Program. Manila (Loan 
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development technical assistance for $800,000, which is currently under implementation. 
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. 
 
13.  Since 2008, the Asian Development Bank (ADB) has provided substantial support to 
extend the implementation of stage 2 of the Public Financial Management Reform Program, 
which aims at achieving budget accountability, to the 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.5 
 
14.  With regard to decentralization, 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. With regard to public financial management reforms, 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.  In its support of decentralization and deconcentration reforms in Cambodia, ADB has 
been able to contribute to regulatory and institutional development. The Decentralized Public 
Service and Financial Management Sector Development Program underlines the importance of 
not only the fiscal and financial aspects of decentralization reform, but also the relevance of 
social and political accountability measures that allow constituents to influence local service 
delivery. 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 on Sub-national Democratic Development at the Sub-national level 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 technical 
assistance 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 technical 
assistance packages. 
 
16.  The second subprogram of the Decentralized Public Service and Financial Management 
Sector Development Program, including both policy-based and project components, is expected 
to be approved in 2015 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 facility, and (iii) establishing a national institute for local governments.        
 
17.  Implementation of activities in support of the second and third stages of the Public 
Financial Management Reform Program will continue in the period of the Country Partnership 
Strategy 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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Grant Assistance to the Kingdom of Cambodia for the Public Financial Management for Rural Development 
Program (Subprogram 1). Manila; and ADB. 2010. Report and Recommendation of the President to the Board of 
Directors: Proposed Loan and Grant Assistance to the Kingdom of Cambodia for the Public Financial Management 
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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   



6 

Sector Results Framework (Public Sector Management, 2014–2018)  
 

Country Sector Outcome Country Sector Outputs ADB Sector Operations 

Outcomes with ADB 
Contribution 

Indicators with 
Targets and 
Baselines 

Outputs with ADB 
Contribution 

Indicators with Incremental 
Targets 

Planned and Ongoing ADB 
Interventions 

Main Outputs Expected 
from ADB Interventions 

More effective and 
efficient public 
financial management 
with financial 
accountability and 
budget policy linkages  
 
 
 
 
 
 
 
 
 
 
 
 
Improved service 
delivery by 
subnational 
administrations 
 
 
 
 
 
 
 
 
 
 
 
 
 

Improved quality of 
internal audit with 
preparation of annual 
report and 
implementation of 
recommendations in at 
least 7 ministries by 
2018 (2013 baseline: 
3) 
 
Implementation of links 
between the budget 
and sector policies and 
programs with result 
indicators in at least 7 
ministries by 2018 
(2013 baseline: 2) 
 
Share of public 
spending by 
subnational 
administration 
increases to 10.0% of 
total public expenditure 
by 2017 (2013 
baseline: 5.7%) 
 
Tax and non-tax 
revenue collection by 
subnational 
administrations 
increases to 1.5% of 
gross domestic 
product by 2017 (2012 
baseline: 1.0%) 

Improvement in budget 
preparation and execution, 
financial management and  
reporting, internal and 
external audit, and 
procurement in selected line 
ministries  
  
 
 
 
 
 
Efficient assignment of 
expenditure and revenue 
powers to subnational 
administrations 
 
  

Budget entities established 
and operational in at least 6 
ministries by 2017 (2013 
baseline: 0)   
 
Implementation of internal 
audit recommendations in at 
least 6 ministries by 2018 
(2013 baseline: 2)  
 
Annual audits of at least 7 
externally financed project by 
the NAA by 2017 (2014 
baseline: 5) 
 
At least 2 service delivery 
functions transferred to 
districts and municipalities by 
2017  
(2013 baseline: 0) 
 
Sub-decree on tax and 
non-tax revenue sources for 
subnational administrations  
approved in 2015 
 
Subnational Investment 
facility approved, and at least 
$5 million allocated to 
projects by 2017 
 
New gender-sensitive civil 
service code approved by 
2015 

Planned key activity areas 
Improvements to public financial 
management systems 
 
Support to functional 
decentralization 
 
Assistance to local investments 
in service delivery 
 
Capacity development of local 
officials 
 
Pipeline projects with 
estimated amounts 
Decentralized Public Service 
and Financial Management 
Sector Development Program - 
Subprogram 2 (2015, $35 
million) 
 
Strengthening Public Financial 
Management 
(2016, $30 million) 
 
Ongoing projects with 
approved amounts 
Public Financial Management 
Reform Program - Subprogram 
2 ($5 million) 
 
Decentralized Public Service 
and Financial Management 
Sector Development Program - 
Subprogram 1 (2012, $37 
million) 

Planned key activity 
areas 

Regulatory framework and 
pilot decentralization of 
rural water supply 
operations completed 
 
National institute for local 
administrations 
established 
 

Assignment of taxes 
(including property tax) to 
district and municipalities  
 

Improved financial 
accountability (in budget 
preparation and execution, 
financial management and 
accounting, procurement, 
and internal audit) 
 
Audit of externally assisted 
project by NAA 
 
Ongoing projects  
 

Construction of 30 district 
offices 
 
Capacity development of 
key financial management 
agencies 
 
  
 

ADB = Asian Development Bank, NAA = National Audit Authority. 
Source: Asian Development Bank. 


