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Preamble

The Royal Government of Cambodia of the 5th Legislature of the National Assembly is expected to be in place in late-2013. According to the prevalent law, the next planning cycle will coincide with the legislative cycle of the government, covering the period 2014-2018. To ensure a smooth transition from the current plan (NSDP Update 2009-2013) to the forthcoming one, the Ministry of Planning (MOP)—the responsible ministry for leading the process of preparation of the new plan (NSDP 2014-2018) —is initiating the process several months in advance (see Prime Minister’s instruction at Enclosure 1). The process will be highly participative,​entailing full involvementof all concerned ministries and central agencies.
Policy framework
The policy framework and development contexts that will guide the NSDP 2014-2018 will be: 

1. Findings from the NSDP-Update, MTR of 2011, and APR 2012
2. Sectoral documents that different ministries have prepared for their long-term vision 

3. The evolving internal and external environment 

4. Efforts the government is making to pull the country out of its LDC Status 

5. The ASEAN economic integration​-process 

6. The quest to achieve as many CMDGs as possible, and go beyond 

7. Putting the country on a path to attain sustainable and inclusive development 

Broad objectives
RGC is committed to ensuring a better quality of life for its people,and in a building democratic, rule-based society, with equitable rights and opportunities to the population in economic, political, cultural and other spheres. It aims at maintaining an open market economy,and will formulate policies that provide an enabling and conducive environment. Two important components proposed in the plan are, Implementation and Enforcement, and Green Growth(see the Concept Paper at Enclosure 3).  
The key objectives of the Plan will be to put emphasis on broad development priorities:

Good governance: RGC aims to consolidate peace and political stability, make measurable strides in good governance, strengthen decentralisation and de-concentration, improve economic governance, and promote private-sector development and Public-Private Partnership (PPP).
Macroeconomic balances: Maintain 3 key economic   balances -- trade, budget and inflation:

· Raise revenues to at least 18% of the GDP to reduce budget/fiscal deficit by 2018.  

· Raise exports to reduce trade deficits (~2-3% of the GDP). Increasing exports, especially of rice, agri-products and light engineering should be a priority.
· Keep inflation down to less than 5%.

· Put in place fiscal and monetary policies for better regulation of the economy.
· Take forward reforms of the Public Finance Management Reform (PFMR) Framework.

Growth and diversification:The economic growth has been pegged at about 7% per annum through the plan. Six priority areas shall be the key objectives in this endeavour:

· Promote modernisation and diversification of crop agriculture and raise yield rates (in both, rice and Chamcar products incl. plantation crops, esp. rubber); step-up land reforms; promote formations of farmers’ associations; and boost commercial development of livestock and marine fishery sectors (esp. in the small-scale sector).

· Encourage growth of private sector for a broad-based and diversified industrialisation and modernisation. Developing SMEs requires special attention. 

· Strengthen the banking and financial sectors for greater penetration of finance in small towns and the hinterland.
· Enable evolution of competitive and transparent labour markets and induce ‘value-added’ job-creation processes.
· Invest in improving physical infrastructure (transport, electricity, irrigation, ICT, others).
· Promote tourism.
A balanced open economy
· Graduate Cambodia out of its present LDC status to an ‘emerging economy’ status.

· Prepare Cambodia for the ASEAN economic integration as an equal partner.
· Maintain a full synergy between the RS3, Vision 2030 document, and the NSDP.
· Strengthen an open trading system through trade liberalisation and putting in place trade policies within the framework of regional and global integration, focusing on some critical aspects such as investment agreements, trade facilitation measures, and legal reforms.
· Strengthen partnerships between the government, private sector, development partners and NGOs/civil society
Science and technology
Cambodia must make advances in niche areas and acquire technologies to meet the challenges of integration into the ASEAN and the 21st Century.More practically,the country should aim to improve the skills if its workers and create educational streams by which workers in the coming generations also continue to acquire and improve upon their skills. 
Human and social development
Priorities shall be placed on poverty, equity, education and health, with special emphasis on women, children, and vulnerable groups.
a. Poverty and inequality
· Reduce poverty to < 20%, and aim todecrease it by at least 1% points/year and promote nutrition. 

· Narrow inequality; i.e. populations in the lowest 20% expenditure bracket should to consume at least 10% of the total consumption on a sustained basis. 

· Address other inequalities – by region, sex, age, education, health, opportunities, others.

· Establish safety nets.
b. Education, health, water and sanitation
1. Set realistic quantitative targets—for both boys and girls—for each level of education. 

2. Improve the quality and average yearsof education per person. 

3. Strengthen the human-capital base and raise technological prowess of workers and people, esp. in ICT, and modern agricultural and industrial applications.

4. Invest in health and nutrition to strengthen Human Capital (a life-cycle approach)

5. Invest inWATSAN so that all populations get access to clean drinking water.
6. Promote a population policy, incl. migration, to ensure a healthy population and workforce.

7. Meet all CMDG Goals (Goals 1-7 have fixed targets; Goals 8&9 have no real targets, but also must be taken forward).

c. Socio-cultural development
1. Preserve and promote Khmer cultural heritages.

2. Promote the role of religion in maintaining social harmony.

Environment

1. Forest-cover to expand to 60% of the total land area and sustained, and environment maintained such that the country aims towards becoming a net creditor in carbon trade.

Crosscutting issues
The RGC has identified at least crosscutting issues: gender, environment and natural resources management, disaster management, and the Public Finance Management (PFM) and attempts are to be made to mainstream these in all the sectors.Additionally, nutrition should find place where it can, in the crosscutting domain.
On environmental management, Green Growth Strategiesis critical. Elements of this include preserving forests and managing land in a way as to also alleviate poverty, use energy-saving devices and life-styles, promote eco-friendly tourism, and a host of other initiatives.  

On climate change

Following from the Rectangular Strategy 3 and the National Policy and Strategic Development Plan on Green Development 2013-2030 recently launched by the Prime Minister, it is important for line ministries to identify climate change risks surrounding their sectoral activities, and to come up with measures to address climate change impacts as well as capitalise on the emerging opportunities in their respective sectors. 

Line ministries are requested to consider the following: 

i) What are the climate change risks and opportunities (in both short term and long term) that should be considered in the planning of your sectoral activities and investments?

ii) Which dedicated climate change activities are required in the sector (e.g. policy, planning tools, pilot projects and research)?

iii) What are the information and capacity development needs, required to boost sectoral response to climate change?

iv) Is there any support required from other line ministries to manage climate risks (e.g. joint assessment of climate risk, coordinated design of response policies etc.)?

v) What are the disaster risk issues and mitigation/reduction measures that could be undertaken?

The Climate Change Strategic Plan (CCSP) is a critical document in this regard. 

De-mining
Large parts of Cambodia’s lands that are mine/ERW-affected. Based on the results of the research studies on mine-contaminated sites, the situation will be updated in 2013. This is an area the country is committed to clean up on priority.

Monitoring and Evaluation (M&E)
For strengthening the Monitoring and Evaluation System modest beginnings have been made at all levels. Effort would be made to identify more indicators for assessing outcomes, e.g. for inclusive growth, better governance (to reflect responsiveness, transparency and accountability) and the like, and to strengthen the database of the Cambodian economy.

Contents of the NSDP 2014-2018
This document will be actionable, containing strategies for transformation of the Cambodian economy and society for the better.The MOP will prepare it in close consultation with SNEC, CRDB and MEF. The document should:

a. Contain a succinct account of the progress made until so far in the sector being reported upon, along with shortcomings. Please make an explicit mention of the progress on CMDGs.
b. Identify policies that the sector/ministry plans to undertake within the realm of the doableand based on other documents mentioned in ‘Policy Framework’ above.The Development partners will be consulted through the TWG Mechanism. 
c. The base year should be 2012 and the reference document shall be the MTR of 2011 and APR 2012. Start with the actual numbers for 2012, and use forecasts/estimates for 2013, 2014, 2015, 2016, 2017 and 2018. 
d. Please use national statistics/your ministry data rather than data from international sources.   

e. Specify key challenges and risks (both internal and external) in implementing the strategies, with possible mitigation measures.
f. Identify implementing agencies for each identified task (incl. the private sector and/or partnerships).
g. List key indicators used for the M&E Process in the concerned ministry/agency

h. The final inputs to be sent to MOP is approved or authorised by senior political management at the level not below a Secretary of State.

i. Make an estimate of the budget required.
Responsibilities

A.
Ministry of Planning:

The Ministry of Planning (MOP) is to be responsible for leading the process of preparation of NSDP 2014-2018.It will:

1. Provide line ministries and agencies with technical guidelines on the preparation of inputs and overall preparation process 
2. Obtain inputs from all line ministries and agencies
3. Draft and revise this document based on inputs, suggestions and comments obtained from all stakeholders at different stages of preparation
4. Regularly consult & coordinate with other 3 central agencies (MEF, CRDB/CDC, and SNEC) 

5. Present regular progress to PM at various stages in preparation process. 

B.
Line ministries and central agencies:

1. The same working groups constituted for NSDP Up-date 2009-2013 areto carry out this task in consultation with MOP. The Working Groupswill provide to MOP, inputs by the datesmentionedbelow. 

2. Ministries and central agencies and all development partners (thru. TWGs) shall provide timely inputs and cooperation to MOP and attend all meetings, for completing this exercise. 

Timeline

Mid-April, 2013:


MOP issues Guidelines to all ministries and central agencies.
April-end, 2013:


First Inter-ministerial Consultative Meeting
April -15 June, 2013: Line ministries and agencies prepare drafts on ‘Performance and New Proposals’ and line-ministries sent their inputs to MOPno later than 15 June, 2013.
16 June-September, 2013
- Ministries and central agencies carryout consultative processes with all the stakeholders in government at both national and sub-national levels,
- MOP reports on the progress in obtaining inputs for preparation of NSDP 2014-2018 toSamdechAkkaMohaSenaPadeiTecho Hun Sen, Prime Ministerof the Kingdom of Cambodia,
- MOP coordinates a meeting among the four Central Agencies (MOP, MEF, CRDB/CDC, and SNEC) in order to discuss and provide guidelines on preparation of the 1st Draft, and
- MOP starts to preparing the 1st Draft.
30 September, 2013
- MOP coordinates a meeting among the four Central Agencies (MOP, MEF, CRDB/CDC, and SNEC) in order to consider the 1stDraft and provide comments.
20 October, 2013

- MOP send the 1st Draft to LMs/LAs, stakeholders, and DPs (through TWG Mechanism) for comments.

10 November, 2013
· All LMs/LAs, stakeholders, and DPs (through TWG Mechanism) send their comments to MOP no later than this date.
20-30 November, 2013
· MOP sends the revised draft to all LMs/LAs,  and other stakeholders prior to the inter-minister Meetings (two meetings), and

· MOP reports on the progress in NSDP 2014-2018 preparation to SamdechAkkaMohaSenaPadeiTecho Hun Sen, Prime Minister of the Kingdom of Cambodia. 

15 December, 2013
- MOP coordinates a meeting among the four Central Agencies (MOP, MEF, CRDB/CDC, and SNEC) in order to consider the 2nd Draft and provide comments, and 

- MOP sendsthe final Draft to Council of Minister for consideration.

20 December, 2013- January 2014

- Cabinet Meeting will approve the draft and the approved document will be sent to National Assembly and Senate for endorsement and to His Majesty King for the promulgation.
January 2014

- The final draft promulgated by His Majesty King will be sent for Printing
February 2014

- Printed version will be launched and disseminated.
Enclosure 2

Points drawnfromdifferentover-arching government policies (drafts, unofficial translation)
1. Public Finance Management Framework Reform to guide linking budget with NSDP targets

2. D&D reforms to enhance: will try to strengthen provincial governors’ jurisdictionsforplan implementation 

3. Social Protection – this will follow the NSPS Framework. 

4. Vision 2030 – this will provide the long-term perspective, though for immediate activities, it is the RS3, which will be the lodestone for the next NSDP
5. To promote agricultural growth and diversification; livestock growth; forming farmers’ associations
6. Industrial Policy –paper developed by the SNEC to become operational with private-sector partnership 

7. Moving out of LDC – per capita income to exceed $1,000 soon. This transition is to be managed, for which trade-strategy and exports, new forms of aid, diversification and deepening of the industrial (beyond garments) and agricultural base (esp. livestock and marine fishery) will play a leading role
8. Poverty to be less than 20& and reduce by at least 1%/yr. This has happened better than this in the past, but we set modest but definite targets 

9. GDP Growth projection: 7%/yr. This might be < that achieved in the past, but it is achievable 

10. Inflation to be in single digit ~ in the range 3-5% each year

11. Improve human capital in all sectors – acquisition and indigenisation of science and technology 

12. Environmental sustainability in all sectors – here, green growth will find place in both production and consumption, in addition to expansion afforestation  

13. Natural resource management – all natural resources (esp. water, fish, land forest, etc. will be protected)
14. Integration into regional and global markets – a path will be charted out  to achieve this 

15. Advances in CMDGs: the country is committed to achieve these, even if some will be staggered a bit
16. Harmony between RS3 --- NSDP --- PFM --- Financial Development will be closely maintained

17. Good governance and institutional capacities

18. Minimum salaries in government to be $110/month

19. Enforcement and implementation – this is a priority in governance

20. Environment for implementation – this is related to (18) above, but will also address the macro environment and impressions of improved governance. Some points: 

· Macroeconomic/political environment to improve 

· Minimise crisis situation

· Strengthen partnerships (DP, NGO, Private Sector)

· Regional and global integration   

Enclosure 3

Approach PaperforNational Strategic Development Plan, 2014-2018, NSDP, 2014-2018

1.
PREAMBLE
1.01
 The Royal Government of Cambodia (RGC) is committed to ensuring a better quality of life for its people. It is equally committed to a building democratic, rule-based society, with equitable rights and opportunities to the entire population in the economic, political, cultural and other spheres. It aims at maintaining an open market economy with policies providing an enabling and conducive environment. 

1.02
RGC had embarked upon a planned development path in a market economy framework in the early 1990s. The economy has been gradually transiting away from a subsistence-orientedsystemto a more balanced, market responsive system and is on its way out from the Least-developed Country Status. The system has exhibited the capacity to withstand external pressures & bounce back in the face of the global financial crisis and inflation. 
1.03
The objectives of NSDP 2014-2018 are to be synchronised with the broad development goals of the RGC as articulated in different platforms of the government. RGC will continue pursuing proven policies and best practices of the past, besides formulating new ones according to the changing internal and external environment. 

1.04
The policy framework and development contexts that will guide the NSDP 2014-2018 will be: 

(1)The Rectangular Strategy Phase 3 (being finalised now – draft points at Enclosure 2) 

(2) The Cambodia’s Vision 2030 (draft being prepared – some extracts available)

(3) Findings from the NSDP-Update, MTR of 2011 

(4)Sectoral documents that different ministries have prepared for their long-term vision 

(5) The evolving internal and external environment 

(6) Efforts the government is making to pull the country out of its LDC Status 

(7) The ASEAN economic integration​-process 

(8) The quest to achieve as many CMDGs as possible, and go beyond 

(9) Putting the country on a path to attain sustainable and inclusive development 

2.
DEVELOPMENT CONTEXTS
2.1
Performance of the Cambodian Economy in the Recent Years

A.
Achievements

2.01
Cambodiahas achieved a long-term growth (1994-2011) of 6-7% in its GDP annually. After a dip due to the international economic crisis in 2009, the GDP growth picked up again in 2010. Seen sectorally, agriculture has grown at 4-5% annually for the last 5-6 years, industry in double digits other than in 2009, and services at 6-7%.The present NSDP-Update (2009-2013) was launched in 2009 when the economy was reeling under the impact of an adverse external environment. The country was nevertheless able to withstand the crisis. The GDP growth rate is back at its historical 6-7% increase per annum now. 

2.02
Investments have been steady at about 25% of the GDP,resultingin a changed composition of the GDP changed: non-farm sectors now contribute about 68% compared to 50% a decade back. Foreign direct investment (FDI) too has risen rapidly: it peaked in 2007 at about $900 million, and after a dip owing to the global slowdown, it was back to the peak level in 2010.    

2.03
Efforts in enhancing good governance through legal and judicial reforms, public administrative reforms (PAR) and decentralisation and de-concentration reform (D&D) are beginning to show results, with both investors and the general public beginning to put greater trust in the government. Finally, 4 successful National Assembly Elections, 3 Commune Council Elections, and political stability speak of predictability of the system. 

2.04
On CMDGs: There has been a decrease in the poverty rate: from about 40% in the early 1990s to about 20% in 2011. Consumption inequality too has been reducing in the recent years. At this rate, the poverty goals will most likely be met. However, other indicators like child malnutrition are not encouraging. Next, targets for Infant Mortality Rate (IMR), Under-5 Mortality Rate (U5MR) and Maternal Mortality Rate (MMR) have also been met in advance. The CMDG Scorecard suggests that 4-5 goals out of the seven measurable ones should be met. 

2.05
Finally, the planning system has improved with more and better data being now collected for Monitoring and Evaluation (M&E). The Cambodia Socioeconomic Surveys (CSES) are conducted annually and the Commune Database System (CDB) collects data for all the communes and villages in the country annually. Other surveys include the Demographic Health Survey (CDHS, 5-yearly) and the Population Census (decennially, with a mid-decade update). In 2011, the first Economic Census was conducted; and in 2012, a Labour Survey was conducted. An Agricultural Census is now being conducted (in 2013). ​
B.
Shortcomings  

B.1
Economic Sector

2.06
The economy still overtly depends on FDI and Official Development Assistance (ODA) for meeting its investment targets. Additionally, there are large trade and budget deficits, currently being bridged by ODA/other capital inflows. Next, economic diversification is small; value-adding processes are shallow; people are largely engaged in low-skill, subsistence farming/informal sectors; and the economy is critically exposed to external shocks. Next, industry is mainly limited to garment factories producing a small value in the overall global value chain. Finally, tourism is pivoted on the temples of Angkor. 

B.2
Social Sectors
2.07
In health, while the incidence of HIV/AIDS has fallen, anaemiaamong women and children, child malnutrition, and tuberculosis remain issues to be grappled with. In education, the performance at both secondary and tertiary education levels is an issue. 

B.3
Governance

2.08
PAR yet needs deepening to further improve the quality of public services. Next, limitedhorizontal and vertical coordination between ministries/departments and between national and sub-national levels, and low harmonisation between different programmes, thwart efficient implementation. Finally, in M&E, there is still limited standardisation in the definitions of indicators and data-generating processes across different agencies. There is also limited knowledge on data use among government personnel.

B.4
Forest and Fisheries

2.09
In forestry, the major challenges include: (1) demarcation of land areas covered by forests, forest classification and making an inventory of forest resources, and (2) improvement in law enforcement and governance. In the fisheries sector, there is need to crackdown on illegal fishing, developing and managing fishing communities, conserving fishery-protected areas, developing refuge ponds, and promoting aquaculture. 
2.2
Challenges

A.
Integration into the ASEAN

2.10
ASEAN is aiming to have free movement of capital and labour across boundaries beginning 2015. However, ASEAN not being homogeneous, the path to integration is arduous.E.g., Cambodia will be required to cut import duties,therebyadversely affecting government revenues. Since domestic revenues are already short by some 6-7 percentage-points compared to the expenditures, it will require a real effort to bridge the gap. Next, opening up of factor markets will provide Cambodian workers accessto jobs across the borders, but a free inflow of capital into Cambodia would increasethedemandfor land. This could be contentious.
B.
 Effects of Global Financial Crisis and European Sovereign Debt Crisis
2.11
The global financial crisis and the European​​sovereign debt crisis will continue taking their own toll, impacting small developing open countries including Cambodia. 

C.
Graduating out of Low Income Country Status     

2.12
Cambodia has set 2015 as the target year to graduate out of the LDC status. The implications: 

a. The country will not automatically qualify for grants or highly concessional loans.

b. Cambodian exports might not have easy access to many international markets. 

D.
Meeting CMDGs Targets by 2015 

2.13
There is shortfall on the performance of a few indicators related to child nutrition, water and sanitation, and forestry. Also, since the human development goals do not end with achieving CMDGs, a serious thought has to be given on what Cambodians aim to achieve after 2015.

2.3
Opportunities

2.14
Demographic dividend: Cambodia has a young population and has a falling Total Fertility Rate (TFR). With relatively few old people and very young ones, the economy will have many more workers compared to dependents. This is a definite opportunity if the workers are appropriately skilled.

2.15
Carbon credit: Cambodia, with almost 60% area under forests, can concentrate on making these denser and become a net oxygen breather. Cambodia can gain financially from the ‘carbon-trade’.

2.16
Mining: There are increased finds of various metals and minerals, both inland and offshore. Cambodia can take advantage of the mineral wealth for earning foreign exchange and creating jobs.

2.17
Ancillaries: With rising wages and hardening of currencies in the neighbouring countries, Cambodia can attract relatively low skill, labour-intensive industries from there. These could be ancillaries of auto or electrical industries. E.g. Toyota and Honda manufacture in Thailand but since auto companies sources parts from over 400-500 smaller factories, there is possibility of attracting some to Cambodia. 

2.18
Land and capital: People in the coming generations want jobs outside agriculture. There is thus a great deal of possibility to convert land into capital for high value addition.

2.4
Summing up
2.19
The arguments above could be concluded as follows: 

a. Major adjustments required at the macroeconomic level 

b. ​Need to enhance both, quality and numbers of skilled workers, and reduce regional and gender imbalances.

c. More changes in governance system: taxation, vigilance-mechanisms &other instruments, to matchwithtimes. 

d. Challenges of integrating into the ASEAN and stepping out the LDC status will have to be met. 

e. The M&E System requires further improvements.

3.
KEY OBJECTIVES
3.01
The plan will put emphasis on the following broad priorities:

1. Creating enabling environment for a broad-based inclusive development: The RGC aims to consolidate peace and political stability, make measurable strides in good governance, strengthen decentralisation and de-concentration, improve economic-governance,​promote private-sector development, and improve Public-Private Partnership (PPP), to create the prerequisite for a broad-based inclusive development.
2. On ensuring macroeconomic balances: Maintain three key economic   balances -- trade, budget and inflation:

· Raise revenues to at least 18% of the GDP by 2015to reduce budget/fiscal deficit  

· Raise exports to reduce trade deficits to manage the said balances
· Keep inflation down to less than 5%
· Put in place an effective fiscal policy and a monetary policy to better regulate the economy
· Take forward reforms mentioned in the Public Finance Management Reform (PFMR) Framework.

Monetary Policy and Promoting the Use of Riel

1. With 90%dollarisation in the economy, the effectiveness of monetary policy – for price stability macroeconomic stability – is limited. 

2. Monetary policy and the establishment of supporting market infrastructure are the main instruments to promote the use of national currency and achieve long-term de-dollarisation. 

3. Currently, in such a highly dollarised economy, tools that the authorities could implement are intervention in foreign exchange market and reserve-requirement by banks.

4. Until so far, to promote the use of Riel, authorities have implemented some measures, with some producing positive results some not. Promoting the use of Riel is a medium-term policy of the NBC, and it was incorporated in the FSDS 2011-2020. 
3. The economic development sector
A. Promote broad-based inclusive growth: Six priority areas shall be the key objectives in this endeavour:

· Promote modernisation and diversification of agriculture and raise yield rates (both, rice and Chamcarcrops incl. plantation crops, esp. rubber); step-up land-reforms; boost commercial development of livestock and marine fishery sectors (esp. in the small-scale sector); and form farmers’ associations (for sharing water, marketing, etc.)
· Encourage growth of private sector for diversified industrialisation and modernisation; develop SMEs 

· Strengthen banking and financial sectors for greater penetration of finance in small towns and the hinterland
· Enable evolution of competitive and transparent labour markets and induce ‘value-added’ job-creation processes
· Invest in improving physical infrastructure (transport, electricity, irrigation, ICT, others)
· Promote tourism
Note: Each of these sectors must have large export-orientation, since earning foreign exchange is essential for balancing the trade gap.   

On inclusive growth

In the recent years it is increasingly proposed that growth should be ‘inclusive’. The word ‘inclusive’ requires a contextual definition: in Cambodia, it should mean regionally dispersed and broad-based growth, which would provide significant employment to workers at a remunerative wage. It matters little, whether jobs are taken to people or people relocate to jobs: the only thing that matters is whether decent jobs are created. Additionally, it should mean that a new and better business and governance environment be createdtoincubate entrepreneurship.
B. Create an environment for a balanced open economy: Four broad areas of priorities shall form the key in this endeavour:

· Increase exports, especially of rice, agri-products and light engineering
· Graduate Cambodia out of its present LDC status to ‘emerging economy’ status
· Prepare Cambodia for the ASEAN economic integration as an equal partner

· Strengthen an open trading system through trade liberalisation and putting in place trade policies within the framework of regional and global integration, focusing on some critical aspects such as investment agreements, trade facilitation measures, and legal reforms.  
4. Improve knowledge and application of science and technology
Effort to be made to acquire modern technologies through a variety of means for Cambodia to plug into the regional and international division of labour; key: acquire and develop skills on a sustained basis.
5. Poverty and inequality
· Reduce poverty by at least 1% point/year and promote nutrition
· Narrow inequality: populations in the lowest 20% expenditure-bracket to consume at least 10% of the consumption 

· Address other inequalities – by region, sex, age, education, health, opportunities, others
· Establish safety nets

6.Education, health, water and sanitation
· Set realistic quantitative targets—for both boys and girls—for each level of education. 

· Improve the quality and levels of education
· Strengthen the human-capital base and raise technological prowess of workers and people, esp. in ICT, and modern agricultural and industrial applications
· Invest in the health and nutrition to strengthen Human Capital (a life-cycle approach)

· All populations must get access to clean drinking water
· Promote an active population policy, incl. migration, to ensure a healthy population and workforce
· Meet CMDG Goals (Goals 1-7 have targets; Goals 8&9 have no real targets, but also must be taken forward).

7.Socio-cultural development:
a. To preserve and promote Khmer cultural heritages.

b. To promote the role of religion in maintaining social harmony.

8. Environment:
On environmental management, following Green Growth Strategies is critical. Elements of this include preserving forests and managing land in a way as to also alleviate poverty, use energy-saving devices and life-styles, promote eco-friendly tourism, and a host of other initiatives. Forest-cover to expand to 60% of the total land area and sustained, and environment maintained such that the country aims to become a net creditor in carbon trade.

9. Crosscutting issues: The RGC has identified at least four crosscutting issues: gender, environment and natural resources management, disaster management, and the Public Finance Management (PFM) and attempts are to be made to mainstream these in all the sectors. Additionally, nutrition is one, albeit it cannot crosscut all activities.
On climate change

Following from the Rectangular Strategy 3 and the National Policy and Strategic Development Plan on Green Development 2013-2030 recently launched by the Prime Minister, it is important for line ministries to identify climate change risks surrounding their sectoral activities, and to come up with measures to address climate change impacts as well as capitalise on the emerging opportunities in their respective sectors. 

Line ministries are requested to consider the following: 

a. What are the climate change risks and opportunities (in both short term and long term) that should be considered in the planning of your sectoral activities and investments?

b. Which dedicated climate change activities are required in the sector (e.g. policy, planning tools, pilot projects and research)?

c. What are the information and capacity development needs, required to boost sectoral response to climate change?

d. Is there any support required from other line ministries to manage climate risks (e.g. joint assessment of climate risk, coordinated design of response policies etc.)?

vi) What are the disaster risk issues and mitigation/reduction measures that could be undertaken?
The Climate Change Strategic Plan (CCSP) is a critical document in this regard.

10. On de-mining: Large parts of Cambodia’s lands that are mine/ERW-affected. Based on the results of the research studies on mine-contaminated sites, the situation will be updated in 2013. This is an area the country is committed to clean up on priority.

11. On Monitoring and Evaluation (M&E): For strengthening the Monitoring and Evaluation System modest beginnings have been made. Effort would be made to identify more indicators for assessing outcomes, e.g. for inclusive growth, better governance (to reflect responsiveness, transparency and accountability) and the like, and to strengthen the database of the Cambodian economy. 

4.
Prospects for the Plan 2014-2018: Aggregate GDP Growth
4.1
Setting aggregate targets

4.01
The present plan (NSDP Update 2009-2013) aims at a GDP growth in the range 6-7% annual growth, which in all likelihood would be achieved. It would be practical to peg the GDP growth at the same rate: about 7% annually, in the next plan.The growth is stipulated to be comprised of: 

(1) Around 3% annually in agriculture (constituting about 35% and 30% in 2011 and 2018 in the GDP, respectively), 

(2) Around 10% annually in industry (constituting about 22% and 27% in 2011 and 2018, respectively), 

(3) Around 6% annually in services (constituting around 36% during the period between 2011 and 2018, respectively).
4.02
‘Engines of growth’ could be more than one. It is important to have diversified growth to hedge against shocks and also for better distribution of gains. 

4.2
Sectoral/Cross-Sectoral Targets
A.
Governance
A1.
Fighting Corruption

​4.03
Three connected measures have been put in place: (1) Education about the laws, (2) Prevention and obstruction, and (3) Law enforcement to suppress corruption offences. These need taking forward.

A2
Legal and Judicial Reform

4.04
Endeavours yet to be fully achieved are: (1) Improved access to justice, (2) Modernised legal framework, (3) Independent and functional judicial system, and (4) Coordinated and well-functioning legal and judicial system.
A3.
Public Administrative Reform

4.05
There are limited human resourcesto address legal and public administration, especially in the public sector. The task ahead: setting up & monitoring quality standards in public services; putting in place programmes to develop human capacities; managing and enriching human resources; enhancing re-deployment mechanisms; deploying performance-based instruments; and reforming compensation. 
4.06
Rationalising government staff: A rule of the thumb is that government staff should not exceed 2-3% of the country’s workforce. This would also permit raising the compensation paid. A parallel implementation of performance management systems and compensation reforms would improve civil servant performance.
A similar exercise in the armed forces too is required. 
A4.
Strengthening Sub-National Democratic Development Reform (SN​DD)
4.07
Subsequent to enacting the Law on Administrative Management of the Capital, Province, Municipality, District and Khan (in June 2008) and the elections of Councils (in May 2009),in the next step there is need to raise the capacity of the Sub-national Administration (SNA): in local decision-making and administration, resource allocation, and service provision.     

A5.
Public Financial Reform
4.8
Public Financial Management Reform Programme (PFMRP) aims at establishing a public financial management system that can serve as an efficient tool for sustaining state operations and for public service delivery. After completionofPlatforms 1 and 2, PFMRP is to be carried out in the next phase, focusing on budget-policy linkages and accountability for performance and public service delivery.
A6.
E-governance

4.9
E-governance should be introduced to bring about great deal of efficiencyandtransparency in governance. 

B.
Agriculture & its Allied Activities

4.10
Crop agriculture being one of the important engines of growth,the government has of recent contemplated exporting rice (and other agri-products). There is need to strengthen paddy and Chamcar (non-rice) crops, along with plantation crops esp. rubber, and livestock. The following are the thrust areas: 

a. ImplementtheLand Law,providing farmers with assurances for their agricultural holdings and land management (preserving soil quality and scientific land use). Land acquisition should be done only as per the law
b. Complete cadastral exercises and rationalise farm sizes
c. Open uplands in select cases where there is excess flooding of low-lying lands
d. Achieve higher crop yield rates through application of modern (HYV) technologies and irrigation
e. Form farmers’ associations for sharing indivisible resources and marketing

f. Create ‘green jobs’, help the environmental cause, earn foreign exchange,andpromotedownstream activities (processing)in rubber sector
g. Promote dry-land crops beyond the present 10-12% of the agricultural area 

h. Beef-up marketing facilities for agri-products, establish price information systems, and create conditions for farmers to get sufficiently high, yet competitive, prices for their produce. 

i. Improve weather forecast and dissemination of this information 

j. Agricultural research and extension​​ need strengthening, both in quality and quantity
k. Manage agricultural chemicals for ensuring product safety, environment and health
4.11
In forest management,tofurther the six programmes of the 20-year National Forest Programme (2010-2019) and Green Growth Roadmap Programme, focusing on demarking carbon-credit areas for carbon trading and implementing projects for preservation of forests.

4.12
Non-farm components of agriculture: 

1. To rear livestock and to take up processing and packing of livestock-products, and create ‘brand names’ (for non-chemical-based) production of meat, milk and dairy products.
2. Inland/marine fisheries and aquaculture within the Strategic Framework 2010-2019, focusing on 3 pillars: 

(a) Sustainable management of inland and marine fisheries business 

(b) Promotion and development of fresh-water and marine aquaculture, and 

(c) Improvement of fishery product quality and safety for domestic consumption and export
4.13
Some key ratios to be achieved:

· Increase production/land – yield factor

· Decrease cost/(unit production) – efficiency factor

· Increase production/worker – earnings factor

· Increase (crop composition)/land – diversification factor 1

· [Increase activities in rural areas (e.g. livestock)]/[farm family] – diversification factor 2 

Note: Not all geographic areas need grow the same crop-combination. There is need to exploit locational advantages, i.e. identify and work on what crop (or non-crop activity) provides maximum value-added and yields maximum income to farmers.

C.
Water Resource Management and Development

4.14
Implement the following for efficient, equitable, and sustainable management of water resources:
1. Fostering the implementation of IWRM principles in water resource management and development,

2. Fostering the implementation of hydro-hegemony, for managing water for irrigation, drainage, and protection,
3. Fostering management water- and related resources in the whole Mekong Basin, to be consistent with the “1995 Mekong Agreement” on Cooperation for Sustainable Development of Mekong Basin.
D.


Industry

4.15
The RGC has ‘supply side strengthening’ plans, as stated in an important paper prepared by the Supreme National Economic Council (SNEC) in 2011. The proposals stated therein need rolling out on priority. 
4.16
Some priority industries are food-processing and agro-processing, other than garment manufacture. The country grows, or can grow, sufficient quantities of food and agro-based raw materials, for processing to add value. Some prerequisites: giving boost to spatially diversified SMEs, settingup industrial clusters, acquiring, indigenising and popularising food/agro-processing technologies, linking farms with industries through contract farming or similar systems, and strengthening of the law of contract.

4.17
There is need to modernise the garment industry to raise its (labour) productivity. 

4.18
There is potential to initiate light engineering: motorcycle assembly activities already exist (under FDI). It is also believed that a small car, conceived in Hong Kong, is likely to be assembled in Cambodia. Further, Ford Motors has plans to set up a plant to assemble SUVs. There is thus scope for assembling and repairing mechanical equipment, including farm-equipment, and fabricating light mechanical and electrical machinery. Next, as labour costs in both Thailand and China are rising, it would be profitable for investors to shift part of the (ancillary) operations to Cambodia. Finally, processing gems and jewels, other precious stones, and also some basic-processing in petroleum products are options.

4.19
Some prerequisites are essential for these industries to blossom: First, increase investorconfidence; second, set up special​​​ economic zones (SEZs) in border areas and near the coastal belt;and third, train workers in mechanical, electrical and electronic skills. For the last option, local poly-techniques will require having a close link with industry/industry-associations in addition to the Ministry of Industry, Mines and Energy (MIME) to assess the exact nature of the demand and train workers accordingly. 

4.20
Some key ratios to be achieved:

· Increase (Value added)/worker – productivity factor

· Decrease cost/(unit production cost) – efficiency factor

· Acquire and indigenise technology – control/productivity factor

· Develop cadres of workers fit for working on shop floors – skill factor

· Raise labour deployment in factory (job creation)/province – employment factor

E.
Mining

4.21
Cambodia has several mining resources; among metals: iron ore, bauxite, copper, gold, lead zinc; energy: coal and petroleum; and others: gems and jewels. Additionally, there are limestone mining, other stone quarrying, etc. The MIME and other related ministries/agencies need to set targets, and accordingly work on investment needs, FDI, PPP, trade links, terms of trade, transport facilities, etc.  

F.
Infrastructure
4.22
The road network requires developing according to strategic priorities:

1) Prioritise roads after identifying potential areas from where manufacturing, mining, and agricultural/livestock products, and other products need transporting out
2) Prioritise roads where traffic is likely to grow the most for commercial or other purposes
3) Prioritise linking remote areas in the interests of national security and national integration
4.23
In railways, modernise existing major links, namely west-north link (Phnom Penh-Poi Pet) and the west-south link (Phnom Penh-Kampot-Sihanouk Ville – almost complete);and makethe Phnom Penh-Vietnam link.
4.24
Next, there is a lot of potential in water transport. In terms of operational costs, water transport is the cheapest. While port activities have grown in the Preah Sihanouk, Kampot and Phnom Penh, the potential in the northern part of the country needs developing further. 

4.25
The flood situation requires that at least two steps be taken:

a) Strengthen the road structure, especially rural roads
b) Construct dykes in geographically vulnerable places to control excessive overflows
c) Take preventive measures to reduce the risk disaster of floods.
4.26
Examine a ‘growth-centre’ approach: Here, industries and establishments are encouraged to cluster together and common infrastructure shared to reap multiple advantages. 

4.27
To enhance energy availability, other than setting up more (eco-friendly) hydroelectric plants, set up coal-based plants. Also, reduce the ‘carbon footprint’ by using energy-saving and energy-friendly methods in both, production and consumption.

4.28
Provide boost to support-services: communication and information (ICT) under the private sector. 

G.
Financial Sector Development
​There are two components of financial sector development: a deeper penetration of (institutional and regulated) finance in the country for mobilisation of savings and disbursal of loans, and management of public finances. These are intertwined.

​4.29
On the first, RGC has adopted the Financial Sector Development Strategy (FSDS) 2011-2020, intended to serve as roadmap for steady financial sector development on a long-term basis. This needs to be taken forward. The challenges faced are:

a) Strengthening and expanding the banking system & ensuring people’s confidence in this system
b) Promoting banking service delivery for all, including the rural people

c) Strengthening and integrating the Cambodian banking system into the regional and global ones.

4.30
Second, MEF has also undertaken improving the management of public finances under the Public Finance Management Reform (PFMR), targeted at raising state revenues, rationalising expenditures, and efficiently managing revenues and expenditures (incl. detailed account-keeping). PFMR is to assume increased importance during this plan period, and try to meet its income and expenditure targets.   

H.
Tourism

4.31
The aim is to diversify tourism beyond the temples of Angkor. If diversified options are offered—water sports in coastal areas, more attractive boat rides up the Tonle Sap, floating hotels on the Tonle Sap Lake when the waters are high, organised forest trekking, and the like—many more tourists could be attracted and for longer periods, contributing to job-creation and income generation. 

(Ref: National Tourism Development Strategy 2012- 2020)

Note: This is not an exhaustive list of priorities but only those which are paid more attention to in the coming years. Surely, there are many others, which could find place in the plan as per the discretion of the concerned ministries.

Partnerships in Development

Each of the above could be optimally realised by using the full potential of private sector – Joint Ventures, Public-Private Partnership, Build-Operate-Transfer, Build-Operate-Lease-Transfer, others.

I.
Science and Technology
4.32
In today’s world, all sectors require ‘modern eco-friendly’ technologies and skill-enhancement. There are at least four stages in the application of industrial technology for development:

1) Evolution of newer concepts and approaches – e.g. new concepts in electronics (e.g. cloud computing, fuzzy logic), application of electronics in medicine, etc. (advanced stage)
2) Indigenising and/or adapting existing approaches – making cars, modern machine tools, electronics, and so on (intermediate/fairly developed stage)
3) Assembling complete- or semi-knocked down machine products, and ancillary industry development (early intermediate stage)
4) Agro-based processing, garment making, handcraft, and the like (early stage)
4.33
Cambodia requiresclimbingup from Level 4 to at least 3. It needs establishing basic facilities for understanding, assimilating and indigenising science, engineering, medicine and mathematics to raise skills and more. Cooperation with other developing countries that have gone through this process in the last few decades could be meaningful. It would also be useful seeking partnerships with universities and institutes in the ASEAN to set up jointly operated institutions in Cambodia. Next, existing forums for economic and technological cooperation among developing countries could be taken advantage of. One example of cooperation in science and technology is the current cooperation with the Government of Republic of Korea on Cambodia’s National Science and Technology Master Plan. The starting point should be to assess the needs for the next say 10-15 years and draw up an action plan.
4.34
Thecountryshould set up a research-based technical university to train students in science and technology, engineering, architecture, and such subjects. In the initial stages, international collaboration has to be sought. Additionally, the schooling system must strengthen its science and mathematics base. One option is of opening some 20-25 ‘Primary-Secondary (combined) Schools of Excellence’, as in Vietnam, which admit meritorious students and teach them high quality science and mathematics. 

J.
Human Development

J.1
Alleviating poverty and enhancing social security/protection

4.35
Poverty rate might have reduced but is still an issue. The process of poverty alleviation began with RGC defining a new poverty line. The next logical task would be to set targets for its reduction in conjunction with the declared principles and policies. Pulling up people above it is the final step. Some priorities:

1) Strengthening the ID-Poor Programme

2) Rolling out the already announced National Social Protection Strategy 

3) Promoting nutrition programmes through micro-nutrient strategies
4) Promoting labour intensive/inclusive economic activities and evolve labour markets
5) Skill-training of workers and prospective workers in different vocations to make them employable
6) Introducing drought-proofing and flood-proofing in agriculture to promote rural livelihoods
7) Making special provisions for the very poor and for remote areas, less likely to be touched by market forces
8) Strengthening security and social order through averting stealing and robbery, combating the production, trafficking, and use of illicit drugs, and forestalling the human trafficking and domestic violence.
4.36
The plan should strive to increase the incomes of the poor through one or the other programmes and also ensure maximum access to education, health and job opportunities for those residing in rural and remote/far-flung geographic areas, esp. women, youth, children, and vulnerable groups.

J.2
Education

4.37
The Education Sector has to address at least two pressing objectives: raising the quality of education at all levels, and endowing people with skills. Some proposals:

1) Secondary level schooling needs strengthening

2) Teaching of analytical methods (logic, maths & science) requires strengthening

3) Tertiary level schooling needs a major overhaul – on accreditation, standards, costs, subjects taught

4.38
To begin with, public expenditures on education have to be raised to 5-6% of the GDP (from ~3% now). Elaborate programmes could be drawn up by the concerned line ministry.

J.3
Health
4.39
The Ministry of Health needs to concentrate on:

1. Reduce maternal, new born and child morbidity and mortality, and improve reproductive health

2. Reduce morbidity and mortality of HIV/AIDS, Malaria, TB, and other communicable diseases

3. Reduce the burden of non-Communicable diseases and other health problems

4. Expand and improve Health Systems:

a. Make service more responsible and closer to the public through implementation of a decentralised service delivery and management system
b. Scale-up access to health service: Prevention, Treatment and Health Education

c. Implement pro-poor health financing systems, including exemptions for the poor 

d. Reinforce health legislation and professional ethics

e. Increase competency and skills of the health workforce

f. Strengthen health information system and disease surveillance systems

g. Improve physical infrastructure and modern technology medical care equipment 

h. Strengthen public health interventions to deal with environmental health risks, substance abuse/injury, occupationalhealthanddisaster.

4.40
Malaria and HIV/AIDS might be under control now, but any complacency would result in its relapse. It is important, thus, that effort to control diseases must be kept up. 

4.41
Among key requirements in promoting health is to train sufficient numbers of personnel at different levels of knowledge. For small clinics in villages, cadres of paramedics and community-based workers need be created as high-skilled professionals will not go there.
K.
Population and migration
4.42
Steps need be taken to reduce the large demographic dependency ratio (i.e. too many young, and too few to support them) and small families and birth spacing promoted.

4.43
Next, the Cambodian population is quite mobile. People mainly move from rural to rural areas or rural to urban areas, thereby changing the population density at different locales. Three issues emerge: 

1) Targeting social services on populations becomes inefficient as people move in large numbers.

2) Issues of land availability (in receiving locales), which becomes a source of conflict

3) Infrastructure like water and electricity face imbalance in both sending and receiving locales.

Information on human migration is central for greater accuracy in planning and targeting.

L.
Gender

4.44
Women should have access to technical skills, vocational training, public services and decision-making at all levels. Gender issues should not be within the purview of the MOWA alone; instead, they should become genuinely crosscutting.

M.
Environment

4.45
Cambodia has more than half its area under forests. Woven with it is a complex system of freshwater retention, and a rich flora and fauna. Recent trends in deforestation and damming, excessive use of chemicals for agriculture, global climate change, discharge of pollutants into natural water bodies and illegal fishing, all have adversely affected the sector. Two aspects require attention:

1. While converting land into capital is a good strategy in principle, it is also true that mono-crop artificial plantations are no substitutes for multi-tree forests, which support a variety of flora, fauna and water systems. Cambodia has place for both, and this balance should be maintained. 

2. For managing water and fish resources, a quantum change in the strategies needs to be put in place, as the water systems are changing and with these, the volume of fish catch is also changing. 

4.46
Other than protecting water and forest, the government had begun to plant trees for growing ‘bio-fuels’. This idea needs pursuing on a larger scale. With the current fossil fuel crisis worsening, it will be critical to inch towards lesser dependence on fossil fuels, especially from politically volatile regions in the Middle East. 

4.47
Finally, more effort needs to be made to reach higher targets.

N.
Clearance of mines/ERW

4.48
It is difficult to set targets in demining; however, it is a cause of worry that grants from overseas towards clearance of mines/ERW are reducing. Some extra efforts need to be made to raise funds for clearance of mines/ERW.

O.
Monitoring and Evaluation

O1.
Databases

4.49
There are three broad data generating sources: 

1) The National Institute of Statistics (NIS) at the Ministry of Planning ​is mandated to conduct large​ surveys and censuses, calculate national income and prices; 

2) The Commune Councils generate their own data for local-level planning (CDB); and

3) Most ministries collect (administrative) statistics pertaining to their activities.

4.50
The concepts and definitions of indicators/variables used by different agencies are different, and need harmonisation. Also, different agencies use different approaches to generate data. There is need for a greater harmonisation between different datasets.

4.51
Finally, the quality of especially the administrative data requires improvement. For this, the statistics departments in line ministries must revisit their data collection methods, and if necessary, seek assistance from the NIS/MOP. Such a step will also help establish a better dialogue between different ministries and agencies. The same argument would apply to the CDB as well.
O2.
Establishing a research back up
4.52
Setting up a research back-up for public policy needs attention. In this regard, an institution needs to be established to conduct research on economic policy or development issues. Establishing an independent development research institute under the government would help bridge this gap. 

5.
RESOURCE NEEDS
5.1
To maintain a growth rate of 7% annually implies that GDP will increase to about 1.4 times the present value in five years’ time (constant prices). Achieving this requires resources. The current Incremental Capital-Output Ratio (ICOR) is about 2. With the composition of the GDP changing, the ICOR could be expected to rise – in the range between 2 and 3. After accounting for depreciation (8%/year, average), the investment rate (i.e. domestic savings converted into investment plus FDI) is projected to be in the range 25-30%/year. In the recent years, the highest annual investment rate achieved was about 25%. However, if savings lying unproductively for want of institutional options are effectively mobilised, part of the problem could be solved.

5.2
A simple calculation suggests that at an ICOR of 2-2.5, the total investment required would be of the order of about $3-3.5 billion per year, or $15-17 billion over the five year cycle. Of this, private investment (both domestic and foreign) could be about 60-70% if past trends are a guide. This is about $10-12 billion; the rest would be public investment. The government will require mobilising $1-1.2 billion each year. If half of this comes from domestic sources (which is more than the current ratio), the government will still require $500-600 million each year from the development partners.

5.3
Some options for raising domestic revenues, though tentative at this stage, are: 

1. Raise extra taxes through direct taxes and VAT
2. Widen the tax net
3. Improve governance in tax collection – the economic census of 2011, which identifies the size of enterprises and the forthcoming Agricultural Census, 2013 can be helpful here
4. Raise non-tax revenuesfrom tourism, royalties on minerals, plantations and other commodities 

5. Earmark taxes levied elsewhere for education and anti-poverty schemes 

6. Introduce capital-gains tax on speculative sale of land and property
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