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Highlights of Recommendations for Japan’s Assistance to Cambodia

by Country Study Committee of JICA
in February 2002

1. Major Development Challenges Found in Cambodia

<Need for foundation-building toward sustainable development>

(1) Reconstruction of a state system and recovery of physical infrastructure that were

destroyed by successive changes of the ruling regimes and repeated conflicts

(2) Recovery and development of human resources that were lost and damaged due to the

long period of war

<Development issuesto regjoin the international community /the regional economy and
to promote sustainable development>

(3) Measurefor aleviation of poverty prevaent inrural areas

(4) Expansion of the size of the economy which is sufficient to absorb arapidly growing

population

(5) Recovery of natural resources and the environment, and restoration and conservation

of the cultural heritage

<Strengthening of Cambodia’s owner ship and Establishing of Partnership with inter-
national community>

2. Recommendation by the Study Committee

(1) Basic perspectives on Japan’sAssistance to Cambodia

i)

i)

A span of this recommendation’s coverage, a period of approximately five yearsis de-
fined as Cambodia's ‘ foundation-building period’ which prepares self-sustaining devel-
opment to catch up with neighboring countries.

The primary objective of Japan’s assistance to Cambodiais defined as: * To help recon-
struct Cambodia’s state institutions which enable to achieve post-conflict reconstruction
and creation of new civil society, to build the foundations for mid- and long-term sus-
tainable development and to alleviate Cambodia's extreme poverty.’

Recognizing that huge amount of uncoordinated international assistance flowing into
Cambodia has weakened their ownership, Japan should consider Cambodia's absorptive
capacity and lead international coordination efforts to strengthen ownership of Cambo-
dia




(2) Framework of Japan’s development assistance to Cambodia

In order to accomplish the primary objective, six subordinate objectives are identified in
the following framework of Japan’s development assistance to Cambodia.

Framework of Japan’s Cooperation for Cambodia

Primary Objectives: To help reconstruct Cambodia’s state institutions which enables to achieve post-conflict |
reconstruction and the formation of a new civil society, to build the foundations for mid- |
and long-term sustainable development, and to alleviate Cambodia's extreme poverty.

Strengthening of Ownership (Formation of a better partnership) Coordination of assistance
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1 1
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Strengthening of administrative capacity Establishment of systems for maintenance
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Foreword

It has become increasingly important for developing countries to respond effectively
to such global issues as population, environment and problems of food supply. At
the same time, development assistance should respond flexibly to the diverse needs
of developing countries based on a proper evaluation of developmental states of each
country and the specific conditions. In light of such demand, the Japan International
Cooperation Agency (JCA) has promoted the country-specific approach in order to
provide a more responsive and specifically designed form of assistance. In its efforts
to promote this country-specific assistance, JJCA has commissioned country-specific
studies with the participation of external academics and experts to explore and make
proposals concerning the direction of the assistance. Thus far, a total of thirty-five
country study committees for Japan’s Official Development Assistance have been or-
ganized and their research outcomes were published in reports.

In Cambodia, Japan’s assistance was halted due to the civil war, which had begun in
the 1970s. As the peace was achieved through the Paris Peace Agreements of 1991,
Japan resumed official development assistance to the country. During the last ten years,
ageneral election was held and the establishment of amarket economy has been making
progress. Cambodia has now shifted into a mid- and long-term development phase.
Accordingly, the demand for Japan’s assistance has also shifted from the assistance for
rehabilitation and reconstruction to that for mid- and long-term development.

Based on above background, for the purpose of proposing future direction of Japan’s
assistance to the country, JICA organized the committee on the country study for Cam-
bodiain August 2000. The committee consisted of ten members, headed by Professor
Yukio Imagawa of the faculty of law at Kanto Gakuen University. The committee held
six sessions of heated discussions, inviting resource persons from various fields, such as
those from the NGO community in Japan, namely, “the People’s Forum on Cambodia,
Japan”. The committee members and 14 experts who were responsible for each sector
prepared the report, which benefited greatly from the sessions of discussions and input
from resource person.

It is hoped that not only JICA, but also any other organizations and people engaged
in cooperation activities for Cambodia, will find this report useful for their planning



and implementation of assistance to Cambodia.

Finally, | am deeply grateful to Professor Imagawa, the head of the committee, as
well as the other members of the committee and the authors of each section of the
report. They have put great efforts into compiling this report. | would also like to
thank every person in the ministries and organizations concerned for their coopera-

tion.

February 2002

Takao Kawakami
President
Japan International Cooperation Agency



Preface

Cambodia suffered from about 20 years of conflicts and chaos until the promulgation
of the new constitution in 1993. Based on the new constitution, a new Kingdom was
born and the new coalition government with two prime ministers was launched. How-
ever, after the formation of the new government, internal conflicts again broke out. From
Juneto July in 1997, the First Prime Minister’s troops and the Second Prime Minister’s
troops clashed. Although the international community was afraid that the Cambodian
peace process might collapse, Cambodia managed to overcome the crisis with the coop-
eration of the international community, including Japan. In July 1998, Cambodians
succeeded in independently conducting a general election, five years after the general
election held under the auspi ces of the United Nations Transitional Authority in Cambo-
dia (UNTAC) in May 1993. The elections were confirmed domestically and interna-
tionally as being free and fair for thefirst time. The election results were still not recog-
nized by some political parties that fared badly in the elections. This seemed about to
trigger another conflict that might have affected the international community, but con-
flict was avoided through the astuteness of the King as well as the efforts of friendly
nations, including Japan. Asaresult, the current new government with Hun Sen asthe
Prime Minister was launched at the end of October 1998, setting the stage for political
stability. Inthe same year, Cambodia regained its representation in the United Nations.
At the same time the Association of Southeast Asian Nations (ASEAN) accepted Cam-
bodia as anew member. Thus Cambodiareturned to the international community, and it
has been maintaining conditions of peace and political stability since that time.

Japan played avery important role in the political settlement of the Cambodian con-
flict. Japan also took the initiative in promoting economic reconstruction after peace
was achieved. The Paris International Conference on Cambodia, held in August 1989,
appointed Japan and Australia as co-chairs of the Third Committee on the repatriation of
refugees and displaced persons and the eventual reconstruction of Cambodia. Japan, as
aco-chair, synthesized the opinions of the related nations concerning assistance for the
reconstruction of Cambodia after the conclusion of the peace agreement. This resulted
in the Declaration on the Rehabilitation and Reconstruction of Cambodia, the fourth
document of the Agreements on a Comprehensive Palitical Settlement of the Cambodia
Conflict in October 1991. Itillustrated the direction of foreign assistance to Cambodia.
Furthermore, Japan proposed the establishment of an International Conference on the
Reconstruction of Cambodia (ICORC), which was approved unanimously by the Third
Committee of the Paris International Conference on Cambodia. |CORC met alternately
in Tokyo and Paris as an organization for the coordination of international assistance for
Cambodia’s reconstruction after the peace agreements. Japan has continued its coop-



eration for Cambodia’s rehabilitation and reconstruction as the major assisting country,
while |CORC evolved into the current Consultative Group (CG) Meeting for Cambodia,
which was launched in1996.

For future assistance to Cambodia, the Committee on the Country Study for Japan’s
Official Development Assistance to the Kingdom of Cambodia was organized in re-
sponse to a request by JICA. The committee is expected to review the outcome of
assistance to Cambodia up to now, aswell asto conduct research to determine the direc-
tion of assistance with a perspective of five yearsin the future. It consists of nine mem-
bers and thirteen authors, al of whom are expertsin various fields with experience of
long-term or frequent short-term staysin Cambodia. They also have a passionate con-
cern for assistance to Cambodia’s reconstruction and development. Thefirst session of
the committee was held at the Institute for International Cooperation on August 24,
2000. The committee convened once a month, until the last meeting on January 19,
2001.

Taking “good governance” into consideration as a matters of utmost concern in rela
tion to future assistance to Cambodia, the committee held heated discussions on various
tasks. The tasks they engaged in were related to reduction of extreme poverty, rural
development, education, natural environment conservation, and other matters. Specific
issues related to Cambodia, such as the improvement of the legidlative and judicial sys-
tems, demining, support for veterans, and the restoration and preservation of cultural
heritage sites, were also explored. During the period February 11 to 17, 2001, three
committee members conducted field studies in Cambodia. The committee members
also had interviews with H. M. King Sihanouk, H. E. Prime Minister Hun Sen and other
high level officials. The viewpoints of the Cambodian leaders are reflected in the report.
The committee secretariat in the Institute of International Cooperation integrated the
results into this report, which will be presented to the President of JICA.

Finally, I would like to give my sincere thanks to the committee members, authors,
resource persons and related members of JICA.

February 2002

Yukio Imagawa

Chairperson

The Country Study Committee for Japan’s
Official Development Assistance to the
Kingdom of Cambodia
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The Kingdom of Cambodia

Land area: 181,035 sgkm

Population: 13.1 million (mid-2000 estimate)
Capital: Phnom Penh

Official Language: Khmer

Religion: Buddhism

Form of the government: Constitutional Monarchy

Head of the State: King Norodom Sihanouk

Currency: Riel (CR) (Average exchange rate in 2000: CR 3,840.8=US$)
Fiscal year: Calendar year
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Background of the Study

Cambodian political disorder and conflicts from the 1970s were finally ceased by
the Paris Peace Agreements of 1991. Since then the Kingdom of Cambodia has ad-
vanced its efforts on restoration and reconstruction with assistance from various coun-
tries and multilateral donors. In 1998 general election was held by Cambodians them-
selves and the new government of Hun Sen was established. In 1999 it gained a mem-
bership status of ASEAN. Such events illustrate that Cambodia has achieved political
stability and rejoined the international community. However, damages and losses
brought by long period of disorder in economic and social foundation as well asin
human resources were so tremendous and profound that serious obstacles till remain
in various aspects of their development process. Japan has taken central role in sup-
port for Cambodia, based on the recognition that Cambodia’s stability is essential for
the peace, stability and further development of Asia-Pacific region.

Purpose of the study

As Cambodia has started full-scale nation building and moved into development
phase from reconstruction phase, the future direction of Japan’s assistance need be
reviewed and redirected toward the new goal. With the aim of contributing to Japan’'s
effective assistance to Cambodia, by proposing medium term prospects and direction
of Japan’s ODA to Cambodia, the Japan International Cooperation Agency (JCA) or-
ganized the Study Committee on Country Study for Japan’s Official Development As-
sistance to Cambodia in August 2000.

Organization of the study committee

Professor Yukio Imagawa was assigned as the chairman of the committee, which
consisted of ten members with 14 experts, primarily university scholars and research-
ers recognized as authorities in their fields of expertise (see the list of members). The
committee held six sessions of heated discussions, inviting resource persons from
various fields, such as those from the NGO community in Japan, namely, “the
People’s Forum on Cambodia, Japan”. The committee members and 14 experts each
responsible for their expertise prepared the report, which benefited greatly from the
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sessions of discussions and input from resource person.

Structure of the report

The report provides synthesis of issue-wise analyses and recommendations for
Japan’s cooperation to Cambodia. Chapter 1 summarizes the impact of past conflict
brought on Cambodia and the efforts of Cambodian government for reconstruction.
Chapter 2 closely examines current state and issues of international assistance to
Cambodia. Chapter 3 identifies challenges that Cambodia faces for further develop-
ment. Based on the analyses in previous chapters, Chapter 4 recommends the optimal
approach for Japan's assistance to Cambodia. It proposes the framework of Japan's
assistance under specified objectives and development priorities. Matrix of the rec-
ommendation on Japan’s assistance in future is attached.



1. Peacemaking, Reconstruction, and Development of Cambodia

1. Peacemaking, Reconstruction, and
Development of Cambodia

1-1 From the War in the 1970s to the Building of Peace

After independence in 1953, Cambodia (now the Kingdom of Cambodia) enjoyed
political stability and economic development resulting from advances in healthcare,
education and industry under the rule of His Highness Norodom Sihanouk. Towards
the end of the 1960s, however, Cambodia was confronted with political disorder and
conflicts due to economic crisis, threats from communist in North Vietnam, and air
strikes by the United States and South Vietnamese forces in the final stages of the
Vietnam War. In 1970, Lon Nol launched a successful coup d’état and deposed
Sihanouk as the head of state. Sihanouk found refuge in China, established FUNK
(National United Front of Kampuchea) and GRUNK (Roya Government of the Na-
tional Union of Kampuchea), and let a communist group of the Pol Pot party, the
Khmer Rouge join the forces. The Vietnam War was already creating greater chaos,
leading to frequent conflicts in Cambodian territory between the North Vietnamese
Army allied with the National Liberation Front (NFL) in South Vietnam, and the
South Vietnamese government forces allied with those of the United States, also with
the Lon Nol government army. The US air force repeatedly raided to push North
Vietnamese and the Vietcong forces out of Cambodia. These attacks not only killed
many civilians and destroyed many villages, but also ruined huge areas of land due to
unexploded bombs, deforestation by Agent Orange, and land mines. During the Lon
Nol administration flood of war refugees arose as the result of war and conflict.

In April 1975, the Khmer Rouge expelled Lon Nol, and established the Democratic
Kampuchea regime. Angkar (a communist group led by the heads of the Khmer
Rouge) implemented radical land reform under the name of Khmer Rouge's particu-
lar form of communism. The Khmer Rouge destroyed Cambodia’s traditional sys-
tems such as social norms, culture, religion, organizations, communities, and families
through the pursuit of collectivism. The encouragement of espionage and betrayal
resulted in planting distrust and fear among people. The social institutions surviving
from the Lon Nol administration were completely destroyed. During the four years
of rule by the Khmer Rouge, 1.7 million people were reportedly killed.

In January 1979, the Vietnamese forces overthrew the Khmer Rouge and supported
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the establishment of the People's Republic of Kampuchea. Under the Heng Samrin
regime as well, continuous battle between Vietnamese forces and the Khmer Rouge
caused further waves of refugees and devastating damage to agriculture. Vietnam
promoted the collective ownership of farmsin order to reconstruct Cambodia through
Vietnamese-style communism. In the era of the Cold War, western countries did not
recognize the Heng Samrin administration that was entirely supported by Vietham,
and stopped aid to Cambodia. In the latter part of the Heng Samrin administration,
Cambodia very slowly returned to stability through increasing national restoration
activities.

The conflicts after 1970 are considered to have brought the following impacts on
Cambodia.

1) Lossof the sense of unity based on royalism and Buddhism

2) Loss of agreat many lives and great amount of physical damage and trauma

3) Massive transmigration and relocation of the population, and the virtual col-

lapse of social systems
4) Destruction of public and private infrastructure and facilities, and suspension
of various social services

5) Collapse of law and order, and intensified distrust of the government

6) Significant changes in the economy including property ownership

7) Loss of confidence in Cambodia’s own history and culture

Cambodian peace negotiations started in the late 1980s, rapidly advanced with the
end of the Cold War, and finally reached a resolution in the Paris Peace Agreements
of October 1991. In March 1992, United Nations Transitional Authority in Cambodia
(UNTAC) initiated the Peace Keeping Operation (PKO). UNTAC made great efforts
to restore Cambodia through a broad range of activities both in the military and civil-
ian sectors within alimited period of one and a half years. Based on the Fourth Docu-
ment of the Paris Agreements, the “ Declaration on the Restoration and Reconstruc-
tion of Cambodia”, the International Committee on the Reconstruction of Cambodia
(ICORC) was established. A genera election was held in May 1993, followed by
inauguration of the Constitution Establishment Assembly, the promulgation of a new
constitution of the Kingdom of Cambodia, and the establishment of a new govern-
ment jointly-headed by Norodom Ranariddh and Hun Sen.

Japan actively contributed to the Cambodian peace negotiations successfully result-
ing in the Paris Peace Agreements. Japan has also contributed to peacemaking in
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Cambodia by providing human resources to the PKO in order to help UNTAC's ac-
tivities for peacemaking and election support. Despite armed confrontation between
Norodom Ranariddh and Hun Sen in July 1997 Cambodia almost recovered peace
through the second general election in July 1998 and the formation of a coalition gov-
ernment between Funcinpec and the Peoples' Party led by Prime Minister Hun Senin
November 1998.

1-2 Development Efforts in Parallel with the Postwar Reconstruction

1-2-1 Past Development Efforts by the Cambodian Government

Within ayear from the establishment of the new government in 1993, it launched
‘the National Program to Rehabilitate and Develop Cambodia® (NPRD: 1994), the
first full-scale and comprehensive national development program. In 1996, ‘the first
Socioeconomic Development Plan 1996-2000° (SEDP), a five-year national plan was
also developed. In this period of postwar restoration and reconstruction, the Cambo-
dian government had severely limited institutional capacity, commitment, human re-
sources and funds. As a result, both the program and the plan were inevitably de-
signed and implemented through the initiative of donors. Throughout the early stage
of development efforts, Cambodian ownership remained weak and the programs could
not fully attain their objectives. This had a considerable influence on the following
stage. Primary points addressed in NPRD and SEDP are summarized in BOX1-1 and
BOX1-2.

1-2-2 On-going Development Efforts by the Cambodian Government

The devel opment plans of the Cambodian government which deserve greater atten-
tion for the period of next 5 years are ‘ the Second Socioeconomic Devel opment Plan’
(SEDPII, the year 2001-2005) and ‘the Poverty Reduction Strategy Paper’ (PRSP). In
the October 2000, the Interim PRSP (I-PRSP) was completed by the Ministry of Fi-
nance and Economy with support of the IMF and World Bank. Thereafter, the SEDP-
Il and the full PRSP will then be finalized mainly by the Ministry of Planning. De-
tails of both plans are not yet known at this point.

What has been tentatively known about SEDPII as of August of 2001 is that “it
sets alleviation of poverty as the primary development goal and elaborates 3 strate-
gies: i) to promote sustainable economic development with equity, ii) to promote so-
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BOX1-1 National Program to Rehabilitate and Develop Cambodia (NPRD)

The National Program to Rehabilitate and Develop Cambodia (NPRD) describes two “principles’ and six
“action objectives’ toward the rehabilitation and development of Cambodia. The first principle is that the
Cambodian government should plan and control the development process. The second oneis that the gov-
ernment should be a partner of the domestic private sector. The six action objectives are

1. To establish the rule of law

2. To achieve economic stability and structural reform with the aim of doubling GDP by 2004

3. To extend education and healthcare in order to build up human resources and to improve people’s
living standards

4. To restore, reestablish and develop the infrastructure and public facilities

To reintegrate the Cambodian economy into regional and international economies

To emphasize rural development and to manage the environment and natural resources

sustainably

o o

The NPRD has the following three pillars supporting this development: (1) continued economic devel op-
ment, (2) sustained development of human capital, (3) sustainable management and use of natural resources.
1t also emphasizes the following challenges: establishment of good governance; rural development; poverty
alleviation; economic reform; development of the private sector; building up human resources; reintegration
of veteransinto society; improvement of healthcare, education and infrastructure; and Cambodia’s re-inte-
gration in the international economy. The program seemed to be widely appreciated and played arole asthe
precursor to the five-year Socioeconomic Development Plan (SEDP).

cial and cultural development, iii) to ensure the sustainable management and the use
of natural resources and the environment” 1. We also should note that the coherence
between the full PRSP and the SEDPII is still remained as an unsolved issue.?

I-PRSP released in October of 2000 proposes three measures to aleviate poverty in
Cambodia: i) to promote economic growth, ii) to improve the distribution of income
and property, and iii) to enhance social policy measures. These three measures arein
line with “Three Strategies for Poverty Alleviation” proposed by Prime Minister Hun
Sen in May 2000: i) long-term sustainable economic growth at an annual rate of 6-
7%,; ii) equitable distribution of the benefits of economic growth between the rich and
poor, urban and rural areas, and the male and female population; and iii) sustainable
management and operation of the environment and natural resources (See BOX1-3 for
the outline of the I-PRSP). “The full PRSP’ is planned to be finalized after ensuring
broad-based participation and coherence with the SEDP I1.

As pointed out in the I-PRSP, Cambodian government recognizes that establish-
ment of good governance, which will nurture democracy, a liberal market economy,
the rule of law, and the protection of human rightsis essential to alleviate poverty and
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BOX1-2 Socioeconomic Development Plan (SEDP)

Regarding Cambodia as a nation with a market economy, the SEDP stressed the development of rural
infrastructure (especialy roads), and proposed the following policy agendas: to introduce a market economy;
to improve rural living standards; to promote and attract domestic and international private investment; to
privatize state-owned enterprises; and to strengthen administrative services. Focusing on the development of
rural districts where 90% of the poor population resides, SEDP intends to allocate 65% of public investment
to rural districts (Note: On the completion of SEDP, 35% of public investment was allocated to rural districts,
and 65% to urban areas).

SEDP proposed a developmental framework on the assumption that total amount of investment be US$2.2
billion during the period of 1996 - 2000.

Contents of SEDP

PART ONE: The National Development Objectives and Strategies

1. Development objectives, strategies, and constraints
2. Employment and poverty
3. Social Reconstruction and Development for the Vulnerable
4. Developing the Rura Areas
5. Managing the Environment and Natural Resources
6. Reforming State Institutions
PART TWO: The Context and Framework of the Plan 1996-2000
7. Economic Performance 1990-1995
8. Macroeconomic, Sectoral and Social Target 1996-2000
9. Public investment and Its Allocation 1996-2000
PART THREE: Sectora Development Programmes 1996-2000
10. Agriculture
11. Manufacturing and Mining
12. Tourism
13. Transport and Communications
14. Water supply and Electricity
15. Education
16. Headlthcare
17. Culture, Religious Affairs and Information.

The objectives of fiscal policy as apart of macro-economic management are (1) to reduce external debts,
(2) to reduce the aggregate spending for personnel cost for public officials and to increase the wage levels, (3)
to expand sources for taxation and to decrease dependence on customs revenue, (4) to shift towards a budget
surplus, (5) to reduce national defense spending, and (6) to increase spending for physical infrastructure.

For rural development, with respect to the Department of Rural Development and the Rural Devel opment
committees, it aims at (1) food security centered on rice and grain farming, (2) the introduction of a market
economy into rural areas, and (3) an increase in farm profits by fostering small-scale local industries. Asa
specific measure, it proposes to establish an internal and external marketing (distribution) system by con-
structing main national roads and rural road networks, and to foster industries by making use of grain, except
for rice, livestock industry, forestry (especially rubber), and marine products, taking the environmental im-
pactsinto consideration.

In the area of industrial development, the SEDP stressed improvement of the investment environment,
through establishing legal and reguratory framework to attract capital investment from domestic and interna-
tional sources, fostering labor-intensive such as apparel manufacturing and upgrading the level of the work
force through education and vocational training. It also gives high priority to creation of job opportunitiesin
rural areasin order to absorb the increasing population entering labor market, such as youth, unemployed
public officials and veterans.
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BOX1-3 Interim Poverty Reduction Strategy Paper (I-PRSP) (October 2000)

The Interim Poverty Reduction Strategy Paper (1-PRSP) proposes the following three measures to allevi-
ate poverty in Cambodia: (1) to accelerate economic growth; (2) to improve the distribution of income and
property; and (3) to promote socia development. The four basic principles to realize poverty alleviation are
also described. The objective, alleviation of poverty will be undertaken by establishing appropriate partner-
ships with donor organizations and by increasing domestic revenues while paying deliberation to cross-
sector issues. The four basic principles for reducing poverty are

Promoting opportunities: fostering macro-economic stability, acceleration of economic growth, fa-
cilitating private sector development, improvement of infrastructure, strengthening the energy sec-
tor, enhancement of the sustainable development of agriculture, improvement of water resource man-
agement, advancement of rural development and decentralization, proper management of natural
resources, improvement of living conditionsin urban and rura districts, and promotion of land re-
form.

Creating security: establishment of small-scale financial servicesfor the poor, coping with globaliza-
tion, strengthening of the safety net, environmental conservation, and demining.

Strengthening capabilities: improvement of healthcare, securing safe water and sanitation, and en-
hancement of the quality of education.

Protecting human rights: establishment of good governance, the rule of law, and improvement of the
conditions for NGO activities.

to achieve equitable and sustainable development. To show the commitment for vari-

ous reform plans the Cambodian government announced its Draft Governance Action
Plan (GAP) at a CG meeting (May, 2000), then set up the Administrative Reform
Committee, and formerly presented GAP in January 2001 (See BOX1-4). This plan
is an action plan promoting not only administrative reform but also various reforms
widely. The plan highlights that necessity of not just governments’ efforts but broad
range of cooperative efforts among all the relevant parties including multilateral do-

nors, donor counties, NGOs, and private sector in achieving the objectives. The gov-
ernment seeks to realize concrete target under broad participation among related enti-

ties.



1. Peacemaking, Reconstruction, and Development of Cambodia

BOX1-4 Government Action Plan (GAP) (January 2001)

A. Cross-cutting areas where improvements are fundamental pre-requisites for a functioning government
and for the basic rules that underlie arobust economy and society.
1) Judicia and legal reform: establishing basic rules of fairness and predictability
2)  Public administration, Decentralization and Deconcentration: improving effectiveness and efficiency
in civil services and government staff
3) Public finance: improving governance particularly in financial management, customs, tax adminis-
tration as well as budget management
4)  Anti-corruption: establishing the framework of behavioral rules that set standards probity in eco-
nomic, social and political life
5) Gender equity
B. Specific policy issues
6) Demobilization of the armed forces: maintaining public safety and social peace as well as shifting
military spending to development expenditure
7) Natura resource management (including land, forestry and fisheries management): improving ac-
cess of the poor to the resources
The GAPis under the review for identifying priority with World Bank’s support.

Notes

1 Thisinformation is based on the interview with the Minister of Economy and Finance. The
interview was conducted during the field studies conducted in February 2001.

2 The Cambodian government has two options. One is to complete the current SEDPII process
to gain national approval. In this case, the full PRSP will be treated as a separate document
from the SEDP 1, but part of the same process. The other option is to make the SEDPII more
comprehensive by adding several elements, thereby submitting a more comprehensive SEDPI|
to the World Bank and the IMF.

Additional work to be added to SEDPII are (i) prioritizing policies and measures to be imple-
mented in three years; (ii) fully costing the public expenditure interventions and programs;
(iii) establishing systems for monitoring outcomes; and (iv) undertaking an extensive partici-
patory process, including consultation with the poor.

(Aid-Memoaire, Joint World Bank/IMF Mission for PRSP Workshop, April 25-26, 2001)
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2. International Assistance to Cambodia

2-1 Overview

From the collapse of the Pol Pot regime in 1979 through 1982, international assis-
tance to Cambodia was provided with an emphasis on emergency supplies and refu-
gee support. With the United Nations' declaration of the end of the emergency in
1982, international aid agencies and western countries suspended such assistance.
Vietnam and the USSR then started to support Cambodia. During the period that
western allies ceased provision of assistance, NGOs continued their humanitarian sup-
port. Among them, the Cooperation Committee for Cambodia (CCC), the NGO Fo-
rum on Cambodia, and Medicam played a major role in coordinating the activities of
NGOs. The Japan International Volunteer Center (JVC) has supported Cambodian
refugees since February 1980.

After the conclusion of the Paris Peace Agreements in October 1991, international
assistance was fully resumed. Accordingly, the International Committee on the Re-
construction of Cambodia (ICORC) has been convened annually since 1993. The
Consultative Group Meeting for Cambodia (CG) replaced the ICORC in 1996, and its
fourth meeting was held in Parisin May 2000. Japan has led international assistance
to Cambodia as the largest donor, and has hosted CG meetings alternately with
France. Seventeen nations, including Japan, seven multilateral donors, and represen-
tatives of NGOs and the private sector participated in the 4th meeting, and pledged
support for macro-economy and reform programs, governance issues, and social sec-
tor issues.

The reconstruction and development of Cambodia heavily depends on international
assistance. As shown in Table 2-1, the average amount of ODA receipts is around
US$400 million. The net sum ODA in 1998 was US$337 million, which is 1.38 times
the net revenue of US$245 million in the same year. 1n 1998, the ratio of the net sum
ODA to GNP reached 11.9%. It is much lower than the 23.0% of Laos, but much
higher than the 4.3% of Vietnam.

In this section, trends in assistance by each multilateral donors, bilateral donors,
and NGO are reviewed.
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Table 2-1 Net ODA receipts by Cambodia

(Unit: million $)
Donor | 1994 | 1995 | 1996 | 1997 | 1998 | 1994-98
<DAC Countries>
Austrdia 143| 258 | 282 240| 219| 142
France 284 | 534 | 521 | 27.1| 214 | 1824
Germany 122 196 | 142 170| 179 | 809
Japan 645| 1520 | 713 | 616| 8L4| 4308
Netherlands 10| 18 84| 115 93| 520
Sweden 101, 109 | 160, 230| 143| 743
GB 70| 107 | 123 7.4 99 | 473
United States 160 330| 280 300| 325| 1395
Others 175| 240 | 220 268| 220| 1123
Sub total 1810 | 3412 | 2525| 2284 | 2306 | 1,2337
<Multinational Donors>
AsDB 164 | 454| 321 107 | 293 | 1339
EC 14| 330 526| 329| 329| 1628
IDA 382| 246| 456| 304| 192| 1580
IMF 200 | 425 0.0 0.0 00| 625
UNDP 178 | 191 | 181 175 98| 823
Others 396| 502| 206| 136| 153 | 1393
Sub total 1434 | 2148 | 1690 | 1051 | 1065 | 7388
Arab Countries 2.2 0.0 0.0 0.0 0.0 2.2
Total 3266 | 5560 | 4215| 3335| 337.1| 19747

Source: OECD (2000)

2-2 Multilateral Donors

The major multilateral donors involved with assistance to Cambodiainclude the In-
ternational Monetary Fund (IMF), the World Bank, the Asian Development Bank and
UN groups. Each of the donors recognizes “alleviation of poverty” as the first prior-
ity agenda for Cambodia, and provides support to strengthen governance, reform the
economic structure, enhance social development, establish social capital, build up
human resources, and promote the private sector development. (See BOX2-1 for each
Donor’sActivities)

11
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BOX2-1 Assistance to Cambodia by Major Donors

<IMF>

The IMF has provided aid to Cambodia since 1994 focusing on reform of the economic structure and
state-owned corporations through the Enhanced Structural Adjustment Facility (ESAF) and Poverty Reduc-
tion and Growth Facility (PRGF), in order to achieve (1) economic growth, (2) arisein per capitaincome,
and (3) the reduction of poverty.

<TheWorld Bank>
The World Bank has exercised overall leadership in development assistance to Cambodia through activi-
ties such as chairmanship of the CG meetings. According to the Country Assistance Strategy (CAS) 2000-
2003, the World Bank plans to provide US$ 270 million over the next four years on the condition that the
Cambodian government tackles priority agenda such as management of the macro-economy, public sector
reforms, and demobilization, . The objectives and priorities are as follows:
<Objectives> To build the foundations for sustainable development and poverty reduction
<Priorities> &) To strengthen governance: Enhancement of governance and elimination of corruption,
establishment of the rule of law, lifting demobilization and the promation of the reinte-
gration of veteransinto society, administrative reforms, increase in domestic revenues,
and reform of the laws and regulation related to land management
b) To build physical infrastructure: Construction of roads, waterworks and sewerage, elec-
trification, creation of job opportunitiesin rural areas, and establishment of poverty
monitoring systems
c) To enhance human resources development: Improvement of health services (especially
inrural areas), and the quality of education
d) To facilitate private sector development and to create job opportunitiesin rural areas:
Improvement of the environment for fostering the private sector, reform of civil ser-
vices, and promotion of investment from the private sector for infrastructure develop-
ment.

<ADB>
The Asian Development Bank has supported the development of the SEDP and the Mid-term Public
Investment Program (PIP) in cooperation with its counterpart, the Ministry of Planning, and has also sup-
ported restoration projects for national main roads together with Japan and the World Bank. In addition, it
has provided technical support in various fields such as forest restoration, drafting of land laws and support
for good governance, and has made efforts to promote SWAP in education in cooperation with the World
Bank. The ADB isnow developing a Country Assistance Plan (CAP), 2000-2002. Its objectives and priori-
tiesare asfollows:
<Objectives> Reduction of poverty through economic growth
<Priorities> &) Agriculture (development of agriculture, rural aress, forests and natural resources)
b) Infrastructure (energy, transportation and communications, and finance)
c) Social infrastructure (healthcare, education, and urban development)
d) Governance
e) Gender
f) Private sector

<UN Group>
Cambodia started its postwar rehabilitation under the supervision of UNTAC and other UN agencies, with
the UNDP playing amajor role in assistance to Cambodia. The UNDP's principles for assistance to Cambo-
diaare shown inits Country Cooperation Framework (CCF) (2001-2005). Its objectivesand prioritiesare as
follows:
<Objectives> To strengthen - both national and local level- through policy dialogue and advocacy, con-
solidation of thelegal framework, enhanced natural resource management, towardsthe overall
goal of poverty reduction.
<Primary priorities>
-Governance (administrative reform, decentralization, the rule of law, and parliamentary
reform)
-Poverty Reduction (poverty impacts, human rights, rural and urban poverty)
<Secondary priorities>
-Human capital development (education, HIV/AIDS, women, and land mines)
-Management of natural resources (forests, natural resources management and biodiversity
conservation)
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2-3 Donor Countries besides Japan

As shown in Table 2-1, while the amount of aid to Cambodia from major multilat-
eral donors and donor countries was at the level of US$100 million from 1994
through 1998, Japan was the largest donor, providing US$430 million, followed by
France, the US, and Australia.

France is a major ODA donor along with the US and Australia. France regards
Cambodia as a special partner due to its former colonial status, and focuses on sup-
port for rural development, establishment of ajudicial system, and healthcare. It puts
weight on cultural support such as the restoration of Angkor Wat. The US considers
the democratization of Cambodia as the most important policy issue. Since it does
not regard the present government as democratic due to the coup d' état in July 1997,
it provides humanitarian assistance not through intergovernmental cooperation, but
through NGOs. The USisintending to develop a collaborative agenda in healthcare,
such as for HIV/AIDS, as a part of the Japan-US common agenda. Australia contrib-
uted to the Paris Peace negotiations, and has provided assistance focusing on agricul-
ture, healthcare, a support for students studying overseas, and removal of land mines,
as well as policy proposals in military affairs.

2-4 Japan’s Assistance to Cambodia and its Characteristics

Japan acknowledges that Cambodia’s stability is vital for Asia-Pacific region’s
peace, stability and development. Based on the recognition that a stable government
is essential for Cambodia’s postwar rehabilitation, reconstruction and democratization,
Japan has supported Cambodia's efforts as the largest donor.

Japan has provided grant aid and technical cooperation through the systematic co-
ordination of various aid schemes. In 1998, the total of Japanese assistance to Cam-
bodia reached 9.67 hillion-yen (7.82 hillion yen for grant aid, 1.85 hillion yen for
technical cooperation). Although loan aid had not been provided since 1968 as Cam-
bodia was under the category of an LLDC and politically unstable, it was resumed in
1999 on the basis of a solid trend towards political stability and economic reconstruc-
tion by the new government. Grant aid has been provided for transportation infra-
structure (roads and bridges), social infrastructure (water supplies and electricity),
agriculture, and election support. Technical cooperation has been provided for mater-
nal and child healthcare, tuberculosis control measures, legal reform, demining, re-
settlement of refugees, and rural development. (See BOX2-2 for priority areas of
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BOX2-2 Priority Areas of Assistance to Cambodia by Japan and JICA

Japan places emphasis on implementation of DAC New Initiative, assistance for both hardware-oriented
assistance and advisory support in the area of legal system, effective linkage between private and public
sector, consideration of development and security from perspective of Indochinaregion. Aswith emergency
relief assistance such as humanitarian aid, from mid- long- term perspective, i) economic infrastructure ii)
basic living area such as health and medical iii) agriculture, iv) human resource development are recognized
aspriority area

JICA's Country-specific program implementation plan for Cambodia 2000-2003 identifies eight priority
areas based on the following basic recognition:

1) AsCambodian administrative capacity to absorb assistanceislow (limited), capacity building, mainly
through human resource development that supporting institutional building aswell as the transfer of
specific technical knowledge, isimportant.

2) Development of the physical infrastructure that has been damaged over the period of conflictsis
essential.

The eight priority areas are

1) Good governance,

2) Creating the environment for economic devel opment,

3) Improvement of the economic and social infrastructure,

4) Extension of healthcare services,

5) Improvement of education,

6) Development of rural areas and agriculture,

7) Removal of land mines and support for land mine victims, and

8) Conservation of natural resources, including forests.

Japan’s and JICA's assistance to Cambodia.)

Japan’s assistance to Cambodia has the following characteristics.

1) Since the Paris International Conference on Cambodia in July 1989, Japan has
contributed to peacemaking, and stabilization as well as reconstruction of Cam-
bodia. It has actively supported development of Cambodia through activities
such as participation in the PKO in September 1992 and hosting CG meetings.

2) Japan is the largest donor to Cambodia. The total amount of assistance over
the 1994-1998 period reached US$430.8 million, accounting for 21.3% of the
total of US$1,974.7 million in ODA received by Cambodia for the same pe-
riod.

3) Japan's assistance to Cambodia covers diverse areas ranging from healthcare,
education, increase of food production, physical infrastructure improvements,
and demining, to legal assistance. It employs most of existing aid schemes,
such as grant aid (including non-project grants and grant assistance for
grassroots projects), acceptance of trainees, dispatch of experts and study
teams, providing equipment and undertaking development studies.
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4) Although Japan has stressed development of rural areas where 90% of the poor
reside, its assistance has been limited to Phnom Penh and its surrounding areas
due to security problems.

5) Cross-sector approaches in cooperation with NGOs are indispensable to tackle
poverty issues including the integration of veterans and land mine victims into
society. Since promoting these types of approaches can be accompanied with
various constraints, there has been little cumulative experience in this field.

6) Although thereistrend towards effective and efficient cooperation by strength-
ening international partnerships to increase Cambodian ownership, the experi-
ence of partnership formation has been limited so far due to differencesin ap-
proaches, aid schemes, and procedures among the donors.

2-5 NGOs

Since the early 1980s, when the relationship between Cambodia and western coun-
tries was broken and political and security conditions were unstable in Cambodia,
NGOs have provided direct assistance focusing on humanitarian support. The Cam-
bodian government therefore appreciates the role of NGOs, and has given them favor-
able treatment such as almost the same privileges and exemptions as those accorded
to international agencies. Coordination by the Cooperation Committee for Cambodia
(CCC) and other organizations to promote communication among NGOs has success-
fully led to the publication of periodicals and holdings of meetings for exchange of
opinion. The number of NGOs working in Cambodia is between 400 and 600 includ-
ing international and local ones. Representatives of NGO groups officially partici-
pate in CG meetings and local donor meetings through coordinating agencies.

NGOs have actively involved in assistance to Cambodia not only in fields where
NGOs have traditionally played major roles such as local healthcare, education and
water supplies, but also in highly palitical fields such as demining (e.g. mapping, re-
moval, education for avoidance, and support for the victims), and good governance
(e.g. election monitoring, reviewing various draft laws, corruption countermeasures,
and monitoring of illegal logging). The NGO statement for the CG meeting in 2000
identified the priority issues to be addressed by the NGOs as ‘agriculture, child's
right, commune administration and decentralization, commune elections, disability
and rehabilitation, education, fishery, forestry reform, gender and development, good
governance, health, HIV/AIDS, human rights, land mines, land reform, microfinance
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and weapons reduction.

Japanese NGO group, namely “People’s Forum on Cambodia, Japan” also recog-
nize good governance, human resource development, support for the rural poor as
priority areas of assistance to Cambodia. (See appendix of the full report)

Japanese NGOs have been involved in activities in various fields including educa-
tion and healthcare, and have recently started assistance activities in cooperation with
ODA through “Grant Assistance for Grassroots Projects’, “Community Empowerment
Programs’ and the “JCA Partnership Program for NGOs, Local Governments and
Institutes”. Cooperation between NGOs and ODA will be increasingly necessary in
fields related to land mines and poverty.

However, generally speaking, NGOs face the following issues: i) the localization
of NGOs has been limited by restrains in human resources; ii) the financial base is
too weak for NGOs to sustain projects; iii) they are short of human resources. These
issues should be surmounted to make their activities more effective.

2-6 Issues in Cambodia’s Ownership and International Aid
Coordination

As for consultation between the government of Cambodia and major donors, the
CG meeting was held 5 times between the first meeting in 1996 and June of 2001. In
addition, the CG monitoring meeting has been held 4 times annually (changed to 2
times at the 4th meeting in 2000) since 1999. At the monitoring meeting current
progress of reform efforts required by donors are supposed to be monitored. Further-
more, for the practical discussion 4 sub-working-groups (SWG) have been set up ini-
tially for i) forestry, ii) support for demobilized forces, iii) administrative reform, and
iv) fiscal reform. Then, SWG for v) social sector (including education, health care,
food security and HIV team), and vi) governance have been added.

In terms of already mentioned heavy dependency on international aid, the Cambo-
dian government proposed “the New Development Cooperation Partnership Paradigm
for Cambodia” at the CG meeting in 2000 for the purpose of strengthening its own
ownership and making effective use of international assistance to promote develop-
ment and poverty reduction in Cambodia. The outline of the New Development Co-
operation Partnership Paradigm for Cambodiais described in BOX2-3.

There is aremark pointing out that this proposal was developed under the leader-
ship of UNDP, not under the Cambodian government. Such a fact itself shows the
current development status of Cambodia.
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BOX2-3 A New development Cooperation Partnership Paradigm for Cambodia (2000)

While this proposal appreciates the substantia contribution of international assistance to the reconstruc-
tion and development of Cambodia, it points out various problems such as i) increase in amount of funds
beyond the government’s control, mainly from capital investments, ii) excessive burden on Cambodia’s ca-
pacity to receive assistance, iii) alack of management for aid performance and results assessment through
cooperation. In order to resolve these problems, it requires i) promotion of general and comprehensive
dialogue and adoption of an focused approach, ii) development of a new means of cooperation, considering
the capacity gap, administrative capacity, and constraints of Cambodia, and iii) to reform the management of
international assistance. A New Development Cooperation Partnership Paradigm for Cambodia proposes the
following six directions towards a desirable partnership:

1) To share common visions and objectives: strengthening partnerships by theme, sector, and objectives,

specifically to “aleviate poverty”

2) To share the recognition on governance and accountability: having a common recognition of desirable
forms of governance and accountability, desirable legislative and judicial systems and decision-mak-
ing procedures and rules to ensure transparency.

3) To harmonize targets among partners: adjustment of cooperation targets to maintain a proper relation-
ship with the SEDP and PRSP

4) To coordinate cooperation between partners; enabling reliable reporting and monitoring by coordinat-
ing fundraising and administrative capacity in order to reduce confusion caused by various projects/
program and excessive loads on this capacity

5) To consider Cambodia’s|earning and adapting capacity: Partners need to recognize that alarge amount
of funds and time are required to achieve the development objectivesin Cambodia. Keeping thisin
mind, partners ought to focus their assistance on technology transfer and the enhancement of human
resource development in the field of info-communications where the sector is considerably behind.

6) To establish and maintain the reliability of partnerships: In order to form better partnerships, donors
should establish systems that make it possible to identify problems and to resolve disagreements by
openly coming to decisions based on agreed procedures and rules. Asapart of the process, a Sector-
wide Approach (SWAP) should be considered in the fields of physical infrastructure, healthcare, edu-
cation and governance.
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3. Direction of Further Development in Cambodia

As we reviewed in the previous sections, in Cambodia, i) all social and economic
systems were destroyed due to the long period of conflicts, ii) the constitution was
revised with every change of ruling regimes, iii) there have been upheavals in eco-
nomic systems as well due to a series of changes and reversals between capitalism
and socialism. In this section, mgjor issue in Cambodia’s development and direction
for solution are identified based on the current condition of Cambodia.

3-1 Development Challenges Found in Cambodia

Cambodia lost many lives in two decades of war and conflict. Such prolonged tur-
moil also produced many refugees forced to migrate in and out of the country. Hu-
man resources were significantly impaired and deteriorated due to the breakdown of
the workforce and rising levels of illiteracy. Physical infrastructure was destroyed and
deteriorated as it was. Similarly, the natural environment was assaulted, and exten-
sive areas of land were ruined by land mines and unexploded bombs.

While Cambodia underwent wars and conflict for 20 years, neighboring countries
in the ASEAN region have consolidated the foundation for their development and
achieved economic growth by attracting foreign direct investment. This has resulted
in hugely disproportionate levels of development between Cambodia and the original
ASEAN member states. Although the socialist states of Vietnam and Laos share the
same issues for promoting reforms towards a market economy like Cambodia, they
do not face the same problems such as the extreme loss of human resources and physi-
cal infrastructure. (See Table 3-1 for Comparison of Major Development Indicators
between Cambodia and Neighboring Countries)

In addition, it should be noted that Cambodia’'s population has increased explo-
sively since the 1980s as a secondary impact of the long-term conflicts. Since those
aged 15 and under account for almost 50% of the population, school education is now
in high demand and a high demand for job opportunities will become apparent in the
near future. It is extremely important to enhance the capacity building of young
people to create alivelihood and become self-reliant in order to stabilize the develop-
ment of Cambodia.
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Table 3-1 Comparison of Major Development Indicators between
Cambodia and Neighboring Countries

Factors Cambodia | Lao PDR | Vietnam | Thailand

Surface Area (km?,99) 181 237 332 513
Population (1,000, 99) 12,000 5,000 78,000 62,000
Pop. Density (pop./km?, 99) 67 22 238 121
GNP (bil. USS$, 99) 3.0 14 28.2 121.0
GNP per capita (USS$, 99) 260 280 370 1,960
Adult Illiteracy Rate (%, 98) male 43 38 5 3
female 80 70 9 7

Pop. Growth Rate (%, 90-99) 2.8 26 18 17
Pop. underage of 15 (%, 99) 49.0 411 381 31.9
Gini Index (%, 92-98) 40.4 304 36.1 414
Secondary School Enrollment (%, 97) 39 63 55 48
Access to Improved Water (%, 90-96) 13 39 36 89
Irrigated Land (%, 95-97) 7.1 18.6 31.0 239
Arable Land (ha/capita, 95-97) 0.34 0.17 0.08 0.28
Agri. Value Added Growth Rate (%, 90-99) 21 4.6 49 2.7
Value Added of Industry as of GDP (%, 99) 15 22 33 40
Paved Roads (% of total, 98) 75 13.8 251 97.5
TV sets per 1,000 people (98) 123 4 47 236
Telephone Mainlines per 1,000 people (98) 2 6 26 84
Mobile Phones per 1,000 people (98) 6 1 2 32
Personal Computers per 1,000 people (98) 0.9 11 6.4 21.6
Internet Hosts per 10,000 people (2000) 0.13 0.00 0.02 6.46
Net Private Capital Flow (mil. USS$, 98) 118 46 832 7,825
FDI (mil. US$, 98) 121 46 1,200 6,941
External Debt Present Value (% of GNP, 98) 62 92 76 79
ODA (USS$ per capita, 98) 29 57 15 11
ODA (% of GNP, 98) 1.9 230 43 0.6

Source: World Bank (2000b)

Figure 3-1 shows a summary of the issues for the development of Cambodia. As
an overall development issue the committee recognizes 1) to reconstruct a state insti-
tution destroyed by successive changes of ruling regimes and repeated conflicts, and
to recover and develop physical infrastructure; and 2) to develop human resources
weakened by long periods of civil war. In addition, to rejoin the international com-
munity as well as regional economy and to promote sustainable development, Cam-
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Figure 3-1 Challenges in the development of Cambodia
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bodia must 1) take measures for poverty prevalent in rural areas, 2) expand the size of
the economy to absorb a rapidly growing population, and 3) recover depleted natural
resources and rehabilitate the environment, and restore and conserve the cultural heri-

tage.

3-2 Direction of Further Development in Cambodia

As identified in the previous section, establishment of good-governance, improve-
ment of physical infrastructure and human resource development are fundamental is-
sues for Cambodia. Among issues toward establishment of democratic government,
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which represents public interest and respects human rights, reform in all aspectsin
legislature, judiciary and administration are needed. In addition, the fact that pro-
longed war widened the gap in economic development and created |osses and deterio-
ration in quality of human resources weigh crucial importance in development chal-
lenges. Such recognition leads to identify the central issue: how to bridge the gap in
this serious economic disparity between Cambodia and its neighboring countries. For
the time being, in order to work on this central issue, “foundation building” that en-
ables development is vital.

To tackle these development issue as mentioned in 1-2, the Cambodian government
has implemented “the National Program to Rehabilitate and Develop Cambodia”
(NPRD) and “the Socioeconomic Development Plan” (SEDP) to address the prob-
lems. It has also recently developed “the Interim Poverty Reduction Strategy Paper”
(I-PRSP), and SEDP Il to achieve development objectives. Responding to these ef-
forts by the Cambodian government, substantial international aid has been provided
through international aid agencies, donor countries and NGOs, and this has led to con-
siderable achievements.

However, it should be noted that donor countries have led the restoration and de-
velopment of Cambodia, and the Cambodia's ownership of development process has
remained very weak. There are several reasons for the weakness of Cambodia's own-
ership: i) it was only a couple of years ago (November 1998) that a stable government
was established after along period of civil war; ii) balancing the power between the
two major parties took precedence over good governance; iii) administrator’s knowl-
edge and experience regarding good governance has not been accumulated; and iv)
there are not enough qualified civil servants nor incentives to provide the basis for
good governance. These factors have complexly created current status of very weak
ownership. Aswe design assistance for Cambodian development these circumstances
should be taken into consideration.

As such, not only efforts by Cambodia themselves but also cooperation among
multilateral donors are necessary in order to improve Cambodian devel opment issues.
Strengthening Cambodian ownership and establishing better partnership are vital
agenda as well.
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4. Proposals for Japan’s Assistance to
Cambodia in Mid-term Perspective

4-1 Viewpoints of Japan’s Assistance to Cambodia

4-1-1 Significance of Assistance

Based on the analyses in the previous section, the significance of Japan’s assistance
to Cambodia, in other words, basic viewpoints of the assistance are clarified in this
section.

(1) Political and Economic Stability of Cambodia Vital for the ASEAN
Region

Japan, as aleader of economy in the region, it has contributed to development of
private sector activities in Asia. In provision of Official Development Assistance
(ODA) as well, Japan has given priority to Asian region. In 1998, for instance, Japan
provided ASEAN countries with US$2.36 billion, equivalent to 27.4% of the total
amount of Japanese ODA. The top ten recipient countries of Japan's bilateral ODA
include five ASEAN countries. Indonesia, Thailand, Vietnam, the Philippines and
Maaysia.

While globalization is integrating the economies of the world into one economy,
integration within regional economic blocs, such as EU, NAFTA and ASEAN is aso
being accelerated simultaneously. Among such trends the member states of ASEAN
are now focusing their efforts on regional cooperation toward the elimination of tariff
and other trade barriers throughout the ASEAN Free Trade Area (AFTA) which comes
into effect in 2002. Such further economic development facilitated among ASEAN
countries has direct and immediate importance for Japanese economy as well. Japan
should, therefore, continue to show strong commitment in supporting the region as it
has provided. Since long-term political and economic stability are precondition for
promotion of such regional economic development, stabilization of Cambodiais vital
asit is considered to be one of the least stable of ASEAN countries. One of the cen-
tral perspectives of Japan's assistance to Cambodia is therefore to contribute to its
political and economic stabilization.



4. Proposals for Japan's Assistance to Cambodia in Mid-term Perspective

(2) Closing the Gap between Cambodia and ASEAN Countries

The variations in level of development of ASEAN countries are very large.
Whereas Singapore has a per capita GNP of nearly 30,000 dollars, for countries such
as Cambodia, Laos, Myanmar and Vietnam it is less than 500 dollars. For AFTA to
fulfill its purpose of promoting intra-regional cooperation, the economies of the least
developed countries must be helped to overcome this economic gap. In particular,
growth of Cambodia, which has suffered tremendous damage over the years from
conflicts and chaos, is the key to upgrade the economic status of the region. In other
words, the recovery of Cambodia’s initial conditions for development is essential not
only for the reconstruction and development of the country, including its rural area
burdened by extreme poverty, but also for the long-term development of the economy
of ASEAN asawhole. Therefore, the second perspective of Japan’s assistanceis ‘foun-
dation building’ of Cambodia to catch up with other developed countries in ASEAN.

(3) Model Case for Realizing Sustainable Development of Post-Conflict
Country

Cambodia has been an important partner for Japan’s diplomacy. Historically, Cam-
bodia renounced its right to demand compensation from Japan after World War |1,
which indirectly helped Japan to recover from the debilitating effects of the war to
become a peaceful nation. The Cambodian peace negotiations after 1986 became a
turning point for Japan’s foreign policy, from the traditional ‘passive diplomacy’ of
postwar compensation to a new ‘creative diplomacy’ of playing an active role in
building peace in Cambodia. Cambodia was also the destination of Japan’s first par-
ticipation in the PKO in 1992 and 1993, where the Japanese contingent worked for
the Cambodian restoration and the implementation of a general election.

In order to contribute to the development of Cambodia based on these past diplo-
matic outcomes, Japan should make every effort to continue its support to Cambodia.
If Cambodia can realize the slogan “The end of war, postwar restoration and recon-
struction and now towards sustainable development”, it would not only give a great
hope to other countries experienced conflicts, but also enrich Japan’s “ creative diplo-
macy” toward peace building. So the third focus of Japan’s perspective regarding
Cambodiaisto ensure that this assistance experience provides a‘model case' of lead-
ing a post-conflict country towards sustainable development.
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4-1-2 Basic Principles of Japan’s Assistance

Based on recognition of the aforementioned perspectives and current context in the
implementation of assistance to Cambodia, the basic principles of Japan's assistance
for Cambodia in mid-term can be summarized in the following three points.

(1) Defining the Next Five years as a Period of ‘Foundation-Building’ for
Cambodia’s Catching up:

As shown in Figure 3-1, Cambodia faces many problems, including the establish-
ment and reinforcement of its ownership of the development process. These prob-
lems need to be solved by taking a cross-sector approach as well as an integrated or-
ganizational approach extending from the central to local government levels. It is
very important to promote the “ Three Strategies for Poverty Reduction” (economic
growth, equitable distribution of economic benefits and management of the environ-
ment and natural resources) advocated by Prime Minister Hun Sen. However, prior
to, or in parallel with the implementation of these strategies, the preconditions for
reconstruction and development, such as good governance, physical infrastructure and
human resources capacity must be reinforced. The committee identifies the next five
years as a period of foundation building and recommends that Japan prioritize assis-
tance for foundation building.

(2) The Primary Objectives of Japan’s Assistance in the Period of
‘Foundation-Building’ are as follows:

« To help reconstruct Cambodia’s state institutions that will enable it to achieve
post-conflict reconstruction and the formation of a new civil society, to build
the foundation for mid- and long-term sustainable development, and to alle-
viate Cambodia’s extreme poverty.

The key issue in the organization of state institutions is the establishment of good
governance and the development of physical infrastructure. In foundation building
toward sustainable devel opment, the enhancement of human capital development will
be a crucial factor. To aleviate extreme poverty, priority should be given to rura
areas where 80% of the national population lives and its population is showing rapid
increase. The measures include agricultural and rural development, creation of job
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opportunities, and the conservation of natural resources and environment. This pro-
posal means that cooperation should be provided in a broad range toward improve-
ment of fundamental issues without placing exclusive focus on particular develop-
ment issues.

(3) Significance of Strengthening Cambodia’s Ownership and
International Aid Coordination

Cambodiais confronted with a number of hurdles to overcome on the path toward
reconstruction and development, as shown in Figure 3-1. Nevertheless, international
assistance is now flowing into Cambodia significantly beyond its absorptive capacity,
which isresulting in yet another burden on the Cambodian government. As a conse-
quence, various individual assistance activities without coordination are weakening
Cambodia’'s ownership. In this context, Japan should lead international aid coordina-
tion efforts and help to strengthen ownership of Cambodia.

4-2 Basic Framework for Japan’s Assistance to Cambodia
Based on the perspectives showed in the figure 4-1, Japan’s mid-term basic frame-
work and priority issues of the assistance to Cambodia are specified.

4-2-1 Framework for Japan’s Assistance to Cambodia

To achieve the primary objectives the study committee has drawn concrete ‘ Frame-
work for Assistance to Cambodia . As shown in Figure 4-1, the framework consists
of five sub-objectives as follows:

(1) To establish good governance and to develop physical infrastructure

(2) To develop human resources

(3) To promote agriculture and rural development,

(4) To expand the size of the economy and To create job opportunities

(5) To conserve natural resources and environment, and to restore and preserve the

cultural heritage.

The sub-objectives (1) and (2) serve as bases for foundation building and are pre-
requisites for the achievement of the other sub-objectives. Therefore, the former two
sub-objectives (1), (2) are given the highest priorities. As the committee recognizes
the importance to alleviate extreme poverty, it stresses foundation building in the lat-
ter three sub-objectives (3), (4), (5) as well. Moreover, the restoration and preserva-
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Figure 4-1 Framework of Japan’s Cooperation for Cambodia

Primary Objectives: To help reconstruct Cambodia's state institutions which enables to achieve post-conflict
reconstruction and the formation of a new civil society, to build the foundations for mid-
and long-term sustainable development, and to alleviate Cambodia's extreme poverty.
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tion of Cambodia’s cultural heritage is significant both for the nation and for al hu-
mankind. Japan has expressed its strong commitment to assisting these efforts.

With the framework shown above, in order to elaborate Japan’s assistance to Cam-

bodia, additional three elements should be taken into account, such as Cambodian
government’s next five years development plan, trend in international assistance, and
experience a of Japan's ODA and activities of NGOs.

1) Asreferred in 1-2-1, SEDPII is basically succeeding the framework presented
in SEDP. However, the fact that the poverty map is currently under process of
formulation in finalization of PRSP should be noted. Depending upon the out-
comes of the mapping, there is a possibility that poverty targeting and regional
poverty reduction strategy will be more clarified. If thisis the case, methods
of assistance implementation could be affected.

2) In comparison with tendency of international cooperation toward Cambodia,
Japan'’s assistance is not concentrated on particular sub-objectives, but rather
covers a broad range of needs®. The establishment of “good governance” is
unquestionably important for Cambodia, which is moving toward development
stage from reconstruction. We also need to recognize significance of taking
measures for the issues require long-term efforts, such as development of
physical infrastructure and economic growth in parallel with the effort for le-
ga and judicial reform, administrative and fiscal reform and the establishment
of social safety nets. Therefore, Japan should maintain its style of assistance
based on along-term vision rather than as short-term conditionalities.

3) Since NGOs have involved the communities and local authorities as their
counterparts, their experienceis essentia for the extension of ODA to the local
level. In particular, coordination and cooperation with local Cambodian NGOs
should be encouraged. When ODA agencies and NGOs cooperate in activities
for achieving the same issue, NGO's on infield experiences are complemen-
tary rather than overlapping. Therefore, it is desirable for both sides to seek
coordination and cooperation in planning with a view that assistance can be
grouped by the degree of each role such asi) ones mainly dependent on NGOs,
ii) ones complementarily between NGOs and ODA agencies, and iii) ones |led
by ODA agencies.

27



Country Study for Japan's ODA to the Kingdom of CambodialJ] Executive Summary[]

28

4-2-2 Priority Development Issues of Japan’s Assistance to Cambodia

Based on aforementioned framework and elements, the committee proposes prior-
ity development issues under sub-objectives. (Table 4-1. p.34 shows basic understand-
ing for each priority development issues)

(1) To Establish Good Governance and to Improve Physical
Infrastructure (key issues for foundation building)

1) Establishment of Good Governance

Five priority issues to be focused on for “the establishment of good governance”
are i) improvement of the legislative and judicial systems, ii) land titling and clarifi-
cation of de facto cultivation rights, iii) promotion of administrative and fiscal reform
and demobilization, iv) strengthening of administrative capacity, and v) establishment
of social safety nets.

The Cambodian government is trying to cope with these issues mainly through its
Governance Action Plan (GAP), while international organizations such as UNDP, the
World Bank (WB) and the Asian Development Bank (ADB) are concentrating their
assistance on thisissue. So far, Japan has provided focused assistance in reform of
the legal system and the strengthening of administrative capacity.

In the field of the establishment of good governance, it is essential to recognize that
ownership of Cambodia has not yet been established. Aslong as ownership remains
weak, the solid establishment of good governanceis still difficult even if institutional
aspects, such as legal and judicial systems are reformed. Japan should pay close at-
tention to how these efforts are progressing, and prioritize its assistance by selecting
urgent themes from the abovementioned five priority issues. In actual assistance op-
erations, the gender aspect should always be considered.

2) Improvement of Physical Infrastructure

For “the development of physical infrastructure”, the following four priority devel-
opment issues should be stressed: i) demining, ii) measures against natural disasters,
iii) restoration and development of physical infrastructure, and iv) establishment of
systems for the maintenance and operation.

The Cambodian government has been tackling these issues by setting up a “Na-
tional Program to Rehabilitate and Develop Cambodia (NPRD)” and the “ Socioeco-
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nomic Development Plan (SEDP)”, with the focus on post-war restoration and recon-
struction. The scope of international assistance led by the WB and the ADB has also
been the same. As already mentioned, Japan has given priority to physical infrastruc-
ture reconstruction, which the Cambodian government highly appreciates. The gov-
ernment expects Japan to continue this policy.

In every part of Cambodiathere is a nationwide need for the development of infra-
structure. As development of infrastructure requires a considerable amount of fund,
projects should be carried out based on long-term planning. The removal of land
mines requires steady continuous assistance, and natural disaster control necessitates
countermeasures against repeated droughts and floods. In the restoration and devel-
opment of infrastructure, improvements in the transportation network, as well as elec-
tricity, communications, schools and heath centers are necessary. The transportation
network must be developed at various levels, such as international access facilities,
the national trunk road network, access to isolated districts and villages, and commu-
nity routes between farms and markets.

It is obvious that the Cambodian government cannot rely on international assis-
tance for all of these developmental efforts, and that the government should promote
self-reliant efforts. Asthere are various levels of infrastructure building, from nation-
wide to community levels, the maintenance and operation systems should be orga-
nized according to these levels. The active participation of citizens and NGOs is de-
sirable at community-level. For medium-level development, local institutions should
establish their own systems for maintenance and operation even though international
assistance in terms of funds and technology are required to some extent. The devel-
opment of nationwide infrastructure development that requires sophisticated technol-
ogy can mainly be provided through international assistance including the private sec-
tor.

(2) To Develop Human Resources (a key issue for foundation building)

The sub-objective “building human resources’ is consists of three areas. improve-
ment of levelsin health, education and vocational skills of work force. Each area has
three priority issues. In the area of health, the focus should be on i) expansion of
primary health care, ii) reinforcement of countermeasures against diseases, and iii)
educating and retraining of healthcare professionals. In the area of education an em-
phasis should be placed on i) an increase in the school enrollment rate and improve-
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ment of the quality of education, ii) expansion of secondary and higher education, and
iii) the training and retraining of education professionals. To improve the vocational
skill of the workforce, the stress should be on i) increasing the literacy rate, ii) im-
provement of agricultural and vocational skills, and iii) training of civil servant to up-
grade administrative capacity.

Cambodia’s long period of civil war destroyed the systems and facilities in health
and education. The damage to and decline in the quality of human resources in these
fields are obvious. Since peace has been restored, the rate of increase in the popula
tion has accelerated in the 1990s, and the need for education and job opportunities for
young people has been growing substantially. The Cambodian government is making
efforts to achieve these sub-objectives through the NPRD and SEDP with various as-
sistance by the UN agencies and NGOs. Japan, too, has been providing support in
this field through maternal and child health care, school construction and training pro-
grams.

The reinforcement of human resources has been given precedence both in interna-
tional and Japan’'s assistance. Coordination with other international assistance is
therefore indispensable. In order to achieve good results in this field, assistance must
coincide with a wide variety of Cambodian needs, and so a substantial assistance
menu should be prepared. This includes training programs in developed countries
including Japan, programs in the countries of ASEAN to which Cambodia belongs,
and internal training to deal with local problems. In the fields of health, education
and vocational skill development, in order to contribute to poverty reduction in rural
areas, assistance should not be limited to areas in and around Phnom Penh, but opera-
tions should be expanded to every district of Cambodia, with a cautious examination
of security condition. Coordination and liaison with the UN system and NGOs will
be useful both for the development of human resources, and for information exchange
of security conditions.

(3) To Promote Agriculture and Rural Development (Reduction of
Extreme Poverty)

The sub-objective “to promote agriculture and rural development” aims at “reduc-
ing extreme poverty” in rural area where 90% of the poor reside. In this field Japan
should stress the following priority development issuesin assistance: i) rural develop-
ment, ii) improvement of agricultural productivity and diversification, iii) promotion
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of agriculture-related industries, and iv) creation of non-farm job opportunities.

The Cambodian government is prioritizing poverty reduction efforts in the NPRD,
the SEDP, “ Three Strategies for Poverty Reduction” and the I-PRSP. International or-
ganizations such as the UN agencies, WB and ADB, many donor countries, and NGOs
are also cooperating with each other on poverty reduction efforts. Japan has provided
assistance for rural development (tripartite cooperation with the participation of
ASEAN experts), support measures for the victims of land mines and other assistance
through NGO activities. Here again, coordination and liaison with other multilateral
donor isimportant, especially when trying to expand assistance to rural areas. NGOs
that are closely involved in the communities are playing an important role in rural de-
velopment and betterment of the life of socially vulnerable groups. Therefore coop-
eration with NGOs is crucial.

Much of the international assistance places “rural development” in the core of pov-
erty reduction measure. A model caseisthe UNDP's SEILA Program, in which assis-
tanceisinitially provided to areas designated for pilot programs and then expanded to
other areas based on the outcome of efforts in the pilot program areas. Japan's assis-
tance has been limited to areas in and around Phnom Penh due to security manage-
ment problems, but as Cambodiais stabilizing, the assistance area should be enlarged
to cover the whole country. Rural development should be placed at the center of pov-
erty reduction in Japan’s assistance as well. This assistance should be provided in a
comprehensive way, i) to ensure annual household spending of rural inhabitants
(through improvement of agricultural productivity and diversification), ii) to mitigate
vulnerability of the people against natural disasters and diseases (promotion of agri-
culture-related industries and the creation of non-farm job opportunities), and iii) to
enable to adapt advancement of industrialization and market economy in Cambodia.

(4) To Expand the Size of the Economy and to Create Job Opportunities

As presented in “Three Strategies for Poverty Reduction” it is essential to expand
the whole size of the economy as well as to give direct support to the poor in Cambo-
dia, whose population is increasing very rapidly. The committee identifies three pri-
ority development issues in the objective “to expand the economy and job opportuni-
ties’: i) improvement of the conditions for industrial development, ii) fostering urban
small and medium-sized businesses, and iii) inducement of foreign direct investment.

The Cambodian government emphasizes economic growth and industrial develop-
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ment in its NPRD and SEDP, and economic growth in the “Three Strategies for Pov-
erty Reduction”, I-PRSP and SEDPII. Despite such strong needs, Japan and other do-
nor countries have not devoted much assistance to this area. There are two reasons
for less assistance have been provided to expansion of the economy: i) the priority for
assistance to Cambodia has been given to the establishment of good governance, the
improvement in physical infrastructure and human resource development, and ii) in a
market economy, expansion of the economy largely depends upon private sector ini-
tiative. Possible government roleis limited to the improvement of investing environ-
ment.

Economic growth through industrial promotion hinges greatly upon the establish-
ment of good governance such as the extent of democratization, legal systems, and
property rights, etc., and of the private sector development such as creation of new
business, investment and management. Although Japan is considered to have substan-
tial experience in this field from its own postwar restoration, such experience can
hardly be applied directly to Cambodia. Such difficulty in applying Japan’s experi-
ence lays in the fact that Cambodia currently has considerable problemsin relation to
good governance, economic and social infrastructure and human resources, and does
not have a sufficiently clear advantage for attracting private investment compared to
neighboring countries such as Vietham and Laos.

However, it is also true that Cambodiais required to dismantle intra-regional trade
barriers in the near future under the framework of AFTA, for which preparations need
to start. In the next five years, Japan should give emphasize to “improvement of con-
dition for industrial development” including human resource development. For “the
inducement of foreign direct investment” Japan is expected to support designing an
industrial promotion plan regarding the creation of free trade areas (FTA) and export
processing zones (EPZ).

(5) To Conserve Natural Resources and the Environment and to Restore
and Preserve the Cultural Heritage
Due to the two decades of conflict and the recent overexploitation of forest re-
sources, Cambodian natural resources and environment have been degraded substan-
tially. To make sustainable development possible, the restoration of such resourceis
essential.
Under the sub-objective “to protect natural resources and the environment” and “to
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restore and preserve the cultural heritage” the committee has identified four priority
issues: i) management of natural resources, ii) conservation of the natural environ-
ment, iii) improvement of urban living environment and iv) restoration and preserva-
tion of the cultural heritage. The Cambodian government has addressed the conserva-
tion of natural resources in NPRD, SEDP, “Three Strategies for Poverty Reduction”,
I-PRSP and SEDPII, and the restoration and preservation of the cultural heritage in
SEDPII. Although there has been relatively not much international assistance in this
field, some efforts have been made in forest management, environment management
and personnel training. Japan is initiating the assistance for forest restoration.

Despite the fact that the Japan’s experience in assisting this field is very much lim-
ited, the natural environment of Tonle Sap Lake and the Mekong River, which many
people rely on for their livelihood, requires immediate action for protection. To
achieve this sub-objective, coordination is necessary between macro-assistance such
as an environmental management plan, and micro-assistance such as improvement in
livelihood of local people. The suitable combination of both approaches as well as
strengthening ties with NGOs for the micro-assistance are required.

Although it differs viewpoints with conservation of natural resources, restoration
and preservation of Cambodian historical and cultural heritage is important not only
for Cambodia itself but also for the whole world. Assistance should be given mainly
to train those who will take charge of restoration and preservation activities.
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Table 4-1 Outlines of the Priority Development Issues under
the Five Sub-Objectives (1/6)

1.1 To Establish Good Governance (Key issue of foundation building)

1.1.1 Improvement of the Legislative and Judicial Systems
Neither the necessary legal system nor the independence of the judiciary has been established in Cam-
bodia. There is an absolute shortage of specialists practicing in the field of the rule of law. In the belief
that the legal and the judicial systems are central to upholding democratization and human rights, Japan
has undertaken to focus on:
O Development of the legal and judicial systems, including establishment of the civil code and the civil
proceedural law that are now providing support,
0 Education of legal professions,
O Promotion of legal education and studies, and
0 Education for democratization with the aim of spreading awareness of the rule of law and human
rights
As many multilateral donors and donor countries are involved in this field, Japan needs to coordinate
and cooperate with them. Support for NGO activities should also be considered as part of the promotion
of human rights and democratization.

1.1.2 Land Titling and Clarification of de facto Cultivation Rights

In Cambodia, few people have a certificate of title for their own land. Thisisresulting in arising num-
ber of disputes over land and a further increase of landless farmers. The Cambodian government is now
initiating land reform to prevent unlawful occupation and to preserve forests. Japan should primarily support
land reform by the government, as this issue could also determine the success of poverty reduction ef-
forts. While international assistance is mostly limited to land status surveys, Japan’s support for Cambo-
dian government’s reform should be based on an clarification of the status of the vested interests of rural
inhabitants and systems that protect de facto cultivation rights of these people.

1.1.3 Promotion of Administrative and Fiscal Reform and Demobilization

The inefficient and overstaffed administrative organization of Cambodia including the National Army
needs to be rationalized and streamlined. Basis for tax collection needs to be reinforced to increase tax
revenue. To address these issues, the government is now undertaking a National Administrative Reform
Program (1999-2003). Japan should provide support to this program as well as the Veterans' Self-reli-
ance Assistance Program, which is indispensable for peace-building and fiscal restructuring. To encour-
age veterans to reintegrate into the society, measures to improve the livelihood of socialy vulnerable groups
should also to be supported.

1.1.4 Strengthening of Administrative Capacity

The administrative capacity of the national government, which is essential for tackling the challenge of
the developmental issues described in 1.1.1-3 above, must be strengthened. At the same time, capacity
building of local authorities needs to be addressed since they play an important role in the decentraliza-
tion now in progress. The Commune Councils are expected to take charge of administrative servicesin
communities, but their capacity is very low at present. Therefore, while bearing in mind that the SEILA
Program being carried out by UNDP is expected to expand, emphasis should be placed on capacity build-
ing at the local administration level. Thisincludes support for local authorities as well as other organiza-
tions that have close relations with local administrations such as the Ministries of Social Welfare, Women,
Health, Education, Rural Development and the Environment.

1.1.5 Establishment of Social Safety Nets (SSN)

The socialy vulnerable population in Cambodia used to consist mainly of returning refugees, war vic-
tims, including mine victims, and landless peasants. However, now there are an increasing number of
new socially vulnerable groups such as unemployed public sector workers. To address this problem, the
1-PRSP emphasizes the importance of the Social Safety Net (SSN). Japan has provided assistance through
tripartite cooperation in the resettlement of refugees and rural development and through the Veterans' Self-
reliance Support Program. In addition to enhancing this assistance, Japan should also support efforts in
strengthening the problem-solving capacity of socially vulnerable groups through related institutions such
as the Ministry of Social Welfare. Many NGOs are involved in this field, and Japan should coordinate
and cooperate with them.




4. Proposals for Japan's Assistance to Cambodia in Mid-term Perspective

Table 4-1 Outlines of the Priority Development Issues under
the Five Sub-Objectives (2/6)

1.2 To Improve Physical Infrastructure (Key issue of foundation building)

1.2.1 Demining

Japan’s assistance for the removal of land mines has been conducted by means of support to CMAC.
However, since September 2000, when the CMCC was established to supervise both mine removal activi-
ties and the provision of support to the victims, there has been systemic confusion. This field of assis-
tance can be divided into (1) land mines removal activities, (2) support and rehabilitation of victims, (3)
education to avoid mines, among which Japan should focus on (2). It is also necessary to support capac-
ity building within the Ministry of Social Welfare and to coordinate and cooperate with NGOs in the ac-
tual support operations.

1.2.2 Measures against Natural Disasters

Cambodia has suffered from repeated floods and drought. Strengthening the capacity to deal with natu-
ral disastersisvital. In relation to Mekong river basin development, Japan should provide support to the
development of a weather information system, a prioritized protection plan and a disaster recovery plan.
After priority projects are identified in these plans, assistance should be provided to them. Irrigation
development is expected to be included in these plans, and assistance to this field should be carefully
planned from a broad perspective in order to link disaster prevention with strengthening agricultural pro-
ductivity and promotion of diversification.

1.2.3 Restoration and Development of Physical Infrastructure

For the purpose of foundation building for post-conflict reconstruction and future development, physi-
cal infrastructure (transportation, communications, electricity, schools, hospitals, etc.) must be restored and
improved, at the state level, community level and commune level. Japan should participate in designing
plans, organizing maintenance and operation systems, and developing human resources in order to assist
priority projects for restoration and development. In relation to poverty reduction, strengthening physical
infrastructure at the rural commune level should be promoted as a priority on the basis of community par-
ticipation and coordination and cooperation with NGOs.

1.2.4 Establishment of Systems for Maintenance and Operation

In order that assistance regarding issues 1.2.1-3 above may be highly cost effective and sustainable over
the long term, ownership by Cambodia is essential. Except for state level infrastructure that requires large
scale funding and highly advanced technology, Cambodia’s own human resources and technology should
be fully utilized. To make this possible, Japan should provide support in organizing the required systems
(human resources, technology, information, hardware, immediate funds, etc.). From the viewpoint of the
ownership of operation and maintenance, support for institutional building such as fund raising and man-
agement based on community participation and the principle of user fees is also important as well.

2. To Develop Human Resources (Key issue for foundation building)

2.1 Improvement of Health Standards
(1) Expansion of PHC

Primary Health Care (PHC), a practical strategy of Health for All (HFA), emphasizes the importance of
maternal and child healthcare. In reality, Cambodia remains at a very low level in terms of infant mortal-
ity, maternal mortality, and basic reproductive health. PHC is also indispensable for the reduction of extreme
poverty. Japan should support the improvements for health education, nutrition, safe water, hygiene, health
workers, health centers, etc., by developing the institutional capacity, facilities and personnel to maintain
them. Assistance should pay particular attention to coordination with rural development policies and the
activities of NGOs.

(2) Reinforcement of Countermeasures against Diseases

In Cambodia, there are many cases of malaria, parasitic diseases, tuberculosis and HIV/AIDS. The gov-
ernment is directing its efforts at reinforcement of the healthcare system, the integration and improvement
of programs at health centers, and the upgrading of medical technology. Undeveloped healthcare systems
are closely related to poverty and the heavy burden of medical expenses can lead to the loss of land. Co-
ordination and liaison with NGOs is needed again in this field. Japan should continue and reinforce its
assistance for countermeasures against tuberculosis and infectious diseases, and at the same time, should
stress assistance for HIV/AIDS treatment in a new cooperative relationship with the United States.
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Table 4-1 Outlines of the Priority Development Issues under
the Five Sub-Objectives (3/6)

(3) Training and retraining of Healthcare Professionals

Because of the history of genocide of intellectuals by the Pol Pot regime, there is a shortage of doctors,
and even illiteracy among healthcare professionals. The government is trying to reform medical schools
and nursing schools, but is still at the stage of trial and error. Japan should focus on the education and
retraining of health nurses, midwives and district health officers who are at the frontline of PHC. Consid-
eration must also given to the improvement of medical education and medical technology schools, educa
tion for medical practitioners, and the education and retraining of local government workers.

2.2 Improvement of Education Standards
(1) Raising the school enroliment rate and the improvement of quality of education (primary
education)

Although the school enrollment rate has risen in Cambodia, regional disparities have become wider. The
dropout and failure rates are high, and the disparity between the sexes is obvious. The government is
now building a Pro Poor Education System Plan along with SEDPII. Besides the proposals in the Plan,
the outcomes from the School Building Plan with Community Participation (overseas development stud-
ies) conducted by Japan will provide a basis for assistance towards the improvement of the quantity and
quality of elementary education. Such assistance includes the provision of education services to meet
local needs and the operation of schools through community participation. It is necessary to pay close
attention to the trend towards sector-wide approaches and to the relationship with rural development ef-
forts, while pursuing coordination and establishing liaison with NGOs.

(2) Expansion of secondary and higher education

Cambodia urgently needs to train workers with special knowledge and skillsin preparation for the market
economy. But the enroliment rate for early secondary education is still very low (30% in 1998). As this
is mainly because the number of schoolsis too small, the number of schools for secondary education must
be increased though it requires large amount of educational budget. Japan has addressed the improve-
ment of secondary education services through the Secondary Teacher Training Project in Science and
Mathematics. In future, assistance should cope with the expansion of secondary and higher education
both in terms of quantity and close the disparity between the sexes.

(3) Training and retraining of education professionals

In the Pol Pot era, 75% of teachers disappeared and the education system was totally destroyed. Since
then, education has been expanded quantitatively employing unquaified teachers, but as aresult, the quality
of education has dropped significantly. Japan should emphasize the upgrading of professionals for el-
ementary education in rural areas, while improving teacher-training centers for elementary school teach-
ers and regional teacher training centers for junior high school teachers. Also, the retraining of personnel
in the Ministry of Education and provincial education offices needs to be supported.

2.3 Improvement of the Working Skills of the Adults
(1) Raising the literacy Rate

Only one third of the Cambodian people can read and write. The other two thirds are semi-literate or
illiterate. The level of semi-literacy and illiteracy is higher than in neighboring countries, and the disparity
is wide between the sexes and in proportion to income. Improvement of literacy rate for women of the
poorest groups in rural areas is a key for poverty reduction. Japan should give support to basic education
in reading, writing and arithmetic for adults at the commune level. It is also necessary to maintain the
relationship with rural development efforts, while pursuing coordination and establishing liaison with NGOs.

(2) Improvement of Agricultural and Vocational Skills

To increase agricultural productivity, it is necessary not only to reinforce dissemination activities but
also to build the capacity of rural farmers to absorb assistance. Vocational education other than in agri-
culture is also necessary for the younger generation, which is rapidly growing in number. In Cambodia
capacity of the agencies in charge of agricultural and vocational education (including the National Train-
ing Committee and the Ministries of Agriculture, Education, Social Welfare and Women) are very low.
Japan should start its assistance with capacity building for these agencies, and should reinforce their ag-
riculture extension services for rural development. International cooperation and coordination with NGOs
must always be kept in mind.
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Table 4-1 Outlines of the Priority Development Issues under
the Five Sub-Objectives (4/6)

(3) Training of Civil Servants to Upgrade Administrative Capacity

Administrative capacity must be strengthened as mentioned in 1.1.4 above. For this, human resource
development for capacity building is necessary at the same time. The need for human resources varies
between sectors and the levels from local to central government. Japan should provide a wide variety of
training programs including: advanced training in Japan, semi-advanced training in ASEAN countries and
local training within Cambodia. Specia programs for Cambodia may be prepared in consideration of the
fact that human resource capacity in Cambodia generally remains at a very low level.

3. To Promote Agriculture and Rural Development (tackling the reduction of extreme poverty)

3.1 Rural Development

Since 90% of Cambodia's poor national population livesin rural areas, rural development is crucial for
poverty reduction. The government emphasizes rural development in the Three Strategies for Poverty
Reduction, I-PRSP, and other plans. Rural development aims at increasing the welfare level of rural house-
holds (as a whole) through comprehensive policies. Cross-sectoral approaches must be adopted to ad-
dress agricultural and industrial promotion, the development of physical infrastructure, protection of the
rights of agricultural laborers and small farmers, protection of the natural environment and the reinforce-
ment of local administration. The strict vertical administrative divisions within Cambodiain fact inhibit
such an approach. Therefore, Japan should initiate its assistance operations by limiting them to areas where
a cross-sectoral approach can be adopted, and then expand operations based on the outcomes from these
areas. This field of assistance has already involved many donors such as UNDP and NGOs, with which
Japan should coordinate and cooperate.

3.2 Improvement of Agricultural Productivity and Diversification

The productivity of Cambodia’s traditional rain-fed agriculture is low. There istoo much emphasis on
rice cultivation, and the consequent lack of diversification forces them to import food such as vegetables.
Through the Agricultural Reform Program, the Cambodian government is making efforts to improve rice
productivity and to facilitate crop diversification, while promoting fruit cultivation, livestock raising, fishery
and forestry. Japan could provide technical support for irrigation systems, extension services, micro-credit
services, and market infrastructure. It is also necessary to raise the market consciousness of small farm-
ers and to organize systems such as agricultural cooperatives. Coordination and cooperation with NGOs
must be considered here again.

3.3 Promotion of Agriculture-related Industries

Cambodia has practically no agriculture-related industries other than those catering to local consump-
tion. Development of such industries is significant issues. Recognizing this as an important development
agenda, the Cambodian government is trying to promote off-farm industries including marketing and dis-
tribution, and to facilitate the formation of cooperatives by small farmers. Japan should support the pro-
motion of resource-oriented industries such as food processing, canneries, furniture and flooring produc-
tion and construction. Japan’'s experience should also be fully utilized in system establishment and ca-
pacity building.

3.4 Creation of non-farm Job Opportunities

In the Provinces of Kampong Speu and Kandal, non-farm income is as low as 20% of the total. This
means that people have few job opportunities other than cultivation, and that rural households will suffer
considerable losses when natural disasters damage agriculture. In order to reduce such risks, to provide
jobs to rural youth and to control the population flow to the cities, job opportunities must be created in
rural areas. Thisis not an easy issue, and so Japan should give assistance to selected particular areas first.
This assistance includes the institutional building that enables to make the most of local industrial promo-
tion initiatives. An example is “one specia product for one village”. The assistance should also promote
industries that develop local potential such as tourism, and improve the infrastructure through the em-
ployment of local people.
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Table 4-1 Outlines of the Priority Development Issues under
the Five Sub-Objectives (5/6)

4. To Expand the Size of the Economy and to Create Job Opportunities

4.1 Improvement of Condition for Industrial Development

Cambodiaisin a transition period from war to peace, and from socialism to a market economy. Its
conditions for industrial promotion are inadequately prepared, and its private sector is young and weak.
The growth of the private sector is essential for long-term economic growth and the expected opening of
its market through AFTA in 2008. Along with the development of legislative and judicial systems for
industrial promotion mentioned in 1.1.2, Japan should emphasize assistance to the operation of the macro-
economy, the development of industrial policies, and the promotion of small and medium-sized businesses.
Assistance is also needed for capacity building and personnel education for the Investment Committee,
the Ministries of Economy and Finance, Industry and Energy and Commerce, and the National Bank.

Since there is not much international assistance available in this field, support should be given to long-
term training in Japan using internal arrangements..

4.2 Fostering Urban Small and Medium-sized Businesses

In Cambodia, small and medium-sized businesses are not mature enough to support industrial promo-
tion in terms of commerce, distribution, construction, production and services. Their expansion, espe-
cialy in urban areas, is indispensable for the future economic growth of Cambodia. Japan should start
with an understanding of the current condition, and then help build the necessary policy framework.
Recently an education services industry developed by the private sector has been flourishing in Phnom
Penh, such as teaching business administration, computer literacy and English language. Japan’s assis-
tance can seek possibilities to cooperate with these businesses through the personal contribution of spe-
cialists and senior volunteers.

4.3 Inducement of Foreign Direct Investment

It is hardly possible to find any point in which the market, labor and infrastructure of Cambodia are
superior to that of any neighboring country. With domestic industries still undeveloped, foreign direct
investment is vital to the maintenance of employment and human resources development. However, the
government is now reducing its favored treatment of foreign direct investment. Some alternative mea-
sures must be considered. Japan should help with the planning of development projects with high poten-
tial such as Free Trade Areas (FTA) and Export Processing Zones (EPZ) around the Port of Sihanoukville
or in the Thai-border region, for example. The process of planning must be based on a good understand-
ing of the Cambodian market and the needs of the potential investors such as ASEAN countries, Korea
and Japan, and consideration for competition with similar projects planned in neighboring countries.

5. To Conserve Natural Resources and the Environment and to Restore and Preserve the Cul-
tural Heritage

5.1 Management of Natural Resources

In Cambodia, forest resources are decreasing, water pollution is damaging marine resources, and bio-
logical diversity is being threatened. The conservation of natural resource is an urgent issue. The gov-
ernment has emphasized the importance of thisissue in al of its plans since the NPRD, but these plans
have not been carried out as expected. It is claimed that illegal logging has not been controlled at all.
Japan should support the Ministry of Agriculture, Forestry and Fisheries and the Ministry of the Environ-
ment in their efforts to reinforce natural resources management capacity, mainly with regard to system
and capacity building. Coordination and cooperation with multilateral donors and NGOs must be main-
tained.

5.2 Conservation of the Natural Environment

In spite of the efforts of the Cambodian government since the NPRD to conserve the natural environ-
ment, Cambodia’s environment has been degraded. Japan should place a priority on the improvement of
the environment of the Tonle Sap Lake and the Mekong River, on which many of the nation’s population
rely for their livelihood. An environmental improvement plan must be designed after identifying the cur-
rent state of the environment and related problems. Japan should support the establishment and operation
of the plan, in terms of training personnel needed for implementation of the plan, building analytical skill,
and construction of information systems. Since many multilateral donors and NGOs are involved in this
field, cooperation and coordination with them must be pursued.
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Table 4-1 Outlines of the Priority Development Issues under
the Five Sub-Objectives (6/6)

5.3 Improvement of the Urban Living Environment

Japan should focus on the development of water works and sewerage treatment plant in urban areas.
Priority should be considered in the order of firstly the capital, Bat Dambang, and then other cities. The
technology to be adopted must be suitably related to the characteristics of each city, should be operated
and maintained within local technical capacity, and should not impose a heavy financia burden. Since
local administrative capacity is generally low, assistance should be given at the same time to system and
human resources development.
5.4 Restoration and Preservation of the Cultural Heritage

There are numerous precious cultural heritages in Cambodia, but most of them are neglected and about
to collapse. Due to the genocide of intellectuals in the Pol Pot era, the number of skilled workers for
restoration is far from enough. The government emphasizes the importance of this issue in its SEDPII.
However, the restoration and preservation of the cultural heritage requires full ownership by Cambodia.
Japan is required to help educate workers involved in restoration so that the Cambodian people can con-
duct activities by them.

4-3 Considerations for Japan’s Assistance to Cambodia
In this section, we identify considerations as Japan plans and implements the assis-
tance based on the framework and priority issues described in 4-2.

4-3-1 Considerations on Assistance Planning

When Japan, the largest donor, attempts to provide assistance covering all the five
sub-objectives for the period of next five years, it must consider the following points:
i) strengthening of Cambodia's ownership, ii) better partnership between Cambodia
and the donors and iii) coordination and cooperation between Japan and other donors
including international organizations, donor countries and NGOs.

(1) Strengthening Cambodia’s Ownership

Since the establishment of the Hun Sen cabinet in November 1998, ownership of
development process by Cambodia has been gradually improving. The government
announced a Governance Action Plan (GAP) to strengthen its ownership. Just like
good governance, the establishment of ownership takes time and can only be achieved
when issues such as poverty reduction, economic growth and the reinforcement of
fiscal and human resources have made progress. In the next five years, with the rec-
ognition that ownership is one of the most important factors for foundation building,
Japan should facilitate it through a policy dialogue with the Cambodian government.
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(2) Formation of Better Partnerships between Cambodia and Donors

Toward efficient use of the assistance, Cambodian government is attempting to
form a good partnership with multilateral donors (See 2-6). However, in fact, affilia-
tion can be observed between certain multilateral donors and particular departments
of the Cambodian government. It also has been pointed out that the [-PRSP was pre-
pared with substantial support of multilateral donors and finalized without sufficient
domestic discussion in Cambodian side. This resulted from the donors’ desire to fa-
cilitate procedures and lead the assistance operations, which in the end inhibits the
establishment of Cambodia’s ownership. Japan should actively involve in the discus-
sions on desirable partnerships from the standpoint of respecting and strengthening
ownership.

(3) Coordination and Cooperation between Japan and other Assistance
Agencies

As Japan wishes to contribute to a variety of development issues in spite of con-
strain on its ODA resources (know-how, personnel, budget, etc.), coordination and co-
operation with multilateral donors, donor countries and NGOsiis critical to overcome
these difficulties. In thefield of ‘the establishment of good governance’ on which as-
sistance from multilateral donors and bilateral donors is concentrated, Japan should
seek coordination and cooperation with other donors, and in the field of ‘agricultural
promotion and rural development’ for the reduction of extreme poverty, cooperation
with NGOs should be sought. Japan should lead assistance operations in the fields of
‘the development of physical infrastructure’ and ‘economic growth and the creation
of job opportunities’ where Japan has extensive know-how and human resources,
while inviting the participation of other groups.

For Japan to make policy dialogue with Cambodia fruitful and actively participate
in the discussion of ideal way of partnership, Japan need to engage in the dialogue
based on adequate understanding on Cambodia's macro and micro development is-
sues which change constantly along with time. In terms of strengthening coordination
and partnerships with other donors and NGOs, it is necessary to exchange informa-
tion among the related organizations. Here again, the Japanese embassy and overseas
offices of JICA are expected to play aleading role.
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4-3-2 Consideration on Assistance Implementation

Aforementioned considerations are suggested in the context of the tripartite rela-
tionship among ‘ Cambodia’, ‘multilateral donors’ and ‘Japan’. In the actual opera-
tion of assistance, careful attention should be paid to the considerations listed as fol-
lows.

(1) Cross-sector Approach for Designated Areas of Cooperation

When assistance is provided to achieve specific target for improving development
issues closely related development issues should be approached simultaneously. For
example, in the area of rural development, several issues can be regarded as a pack-
age. Such issuesinclude land titling and clarification of de facto cultivation rights,
establishment of SSN, expansion of PHC, increase in the school enrollment rate and
improvement in the quality of education, increase in the literacy rate, the reconstruc-
tion and development of physical infrastructure and restoration of the natural environ-
ment. For another example, in the field of ‘demobilization,” the package should in-
clude issues such as the establishment of SSN, increase in agricultural and vocational
skills, creation of non-farm job opportunities, and reinforcement of administrative
capacity and human resources.

The problem is, however, that projects are conducted under a system of separated
sectors both in Cambodian and the Japanese side. Such operational system makes
cross-sector approaches difficult to apply. Therefore, when cross-sector approach is
implemented, a size of geographical areas ought to be limited in order to understand
the relationship between sectors clearly. By doing this, the monitoring of outcomes
and effective feedback to subsegquent years operation become easier. If the outcome
of apilot project can be identified and confirmed, diffusion of the outcome becomes
possible.

(2) Flexibility of Assistance Operations

To achieve cross-sector objectives, the areas of operation should be limited at the
initial stage as mentioned in (1), and various outside assistance resources should be
effectively utilized by enhancing coordination and partnership efforts with NGOs and
other donors as mentioned in 4-3-1 (3). Coordination and cooperation with the resi-
dents in the communities, local authorities and branch offices of the government are
important when operating assistance. As projects operated on the basis of agreement
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among various stakeholders, the original scale, scheme and timing of assistance are
likely to be changed frequently. Cross-sector, results-oriented assistance must corre-
spond flexibly to these changes, and the organization needs to have such flexibility as
well.

(3) Monitoring and Feedback on Outcomes

It is important to monitor how the operation is progressing and to give the feed-
back for the next stage of cooperation for ensuring the outcome. Although there are
established evaluation methods for traditional individual projects such as PCM, there
is no established method for evaluating achievement of ‘ development issues’ that con-
sist of multiple individual projects under ‘five sub-objectives that consist of several
‘developments issues' along with and even superior ‘primary objectives.” Evaluation
methods for such integrated approaches are now under development, as indicated in
Evaluating Country Programs (1999, OECD DAC). By limiting the operation area,
measurement of effectiveness will be easier. It is therefore desirable to establish an
effective monitoring and feedback method through trial and error in the field.

(4) Expansion of Operation Areas

In the assistance targeting poverty alleviation such as ‘agricultural promotion and
rural development,’ * strengthening of human resources,” ‘ restoration of the natural en-
vironment’ and ‘ reinforcement of institutional capacity,’” assistance activities need to
be expanded to rural areas. Although assistance operations have been limited to areas
in and around Phnom Penh until now for security reasons, these areas ought to be ac-
cordingly expanded. As mentioned in (1), cross-sector projects should be planned to
gradually extend its subject area from the perspective of disseminating outcomes
gained in pilot area. Since security is not stable in the rural areas of Cambodia, it is
indispensable to constantly collect and analyze security information for each area to
consider the possibility of expansion of assistance activities. Where security condi-
tionisnot likely to improve in the near future, a possible option would be to select an
area with stable security and to start assistance introducing the perspective of compre-
hensive regional development.

As reiterated in this report, Cambodiais in the phase of development from post-
conflict reconstruction when many fundamental issues must be approached simulta-
neously. Asthe top donor to Cambodia, Japan is expected to provide arange of assis-
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tance from the establishment of solid ownership and better partnerships to solution of
various development issues under the five sub-objectives. For this assistance to be
effective, Japan should plan it on the basis of a precise understanding of Cambodia’'s
needs while pursuing coordination and cooperation with multilateral donors and
NGOs. “A policy dialogue” with the Cambodian government has fundamental im-
portance. This study proposes promotion of the delegation of authority to the local
Japanese embassy and JICA offices in order to strengthen their functions and allow
them to play aleading role in such policy dialogue. If thisis achieved, assistance to
Cambodia can provide a model case.

Notes

3 The sectoral allocation of international assistance projects by the number of projects are
closely looked by utilizing information from the CAS (2000-2002) of World Bank and JICA's
Country Specific Project Implementation Plan 2000. Half of ODA has been devoted to ‘es-
tablishment of governance’, and the second largest portion is for ‘human resource develop-
ment’ (18%). The total support for these two issues accounts for almost two thirds of the total
number of the projects. The ‘development of physical infrastructure’ has been given only 12%
of assistance. But on the other hand, in Japan’s assistance, the biggest portion of assistance
(29%) goes to ‘developing physical infrastructure’, with 26% to establishing good governance
and 19% to ‘human resource development’.
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Appendix Matrix Recommended on Japan’sAssistanceto Cambodia

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Establishment of good gover nance and theimprovement of physical infrastructure

Collapse of the nationa state
system

Precarious rule of law

Delaysin the formulation
and promulgation of laws
(due to a shortage of com-
petent personnel)

Delaysin judicial reform
(inadequacy of laws re-
lated to trials)
Inefficiency of the admin-
istration and insufficient fi-
nancial capacity

Burden of military expen-
ditures on finances

Spread of corruption
Security problems caused
by the spread of weapons
Inadequate SSN

Increase in the number of

Establishment of good governance

socialy vulnerable people,
such as demobilized sol-
diers and redundant gov-

ernment employees

<Democratization>

« Holding of local elections

« Establishment of accessto in-
formation and freedom of
speech

« Grassroots activities by NGOs
(promotion of civil society)

« Establishment of therule of law

<Human rights>

« Establishment of laws protect-
ing human rights and an inde-
pendent and fair judicia system
for enforcing them

« Stricter planning and enforce-
ment of government policies
concerning respect for human
rights

« Support to NGOs that are pro-
moting human rights

(1) Improvement of the legisla-
tiveand judicial system

« Japan should place importance on improv-
ing the legislative and judicial systems (in-
cluding the civil code and the civil proce-
dures code that Japan is cooperating to es-
tablish), training lawyers, and improving le-
gal education and research, since the im-
provement of the legislative and judicial
systems strengthens the protection of hu-
man rights and facilitates democratization.

Japan should place importance on the edu-
cation for democratization to establish the
rule of law and raise public awareness of
human rights.

Asinternational assistance hasaready been
concentrated in this area, Japan should co-
operate with other multilateral donors and

donor countries and support NGOs in pro-
moting human rights and democracy.

* Legal assistance (including assistance in
establishing basic laws, such as civil laws,
and related laws; assistance in drafting a
master plan covering the whole legal sys-
tem; training of officialsin charge of legis-
lative affairs; training of lawyers and em-
ployees in charge of security and legal af-
fairs; and support for legal aid services)

« Assistance in protecting and extending hu-
man rights (including improvement of the
police security system; strengthening of
controls on small firearms; support for so-
cially vulnerable people; and assistancein
teaching about human rights)

« Assistancein democratization (including as-
sistancein establishing legal framework for
electionsand carrying out elections, includ-
ing local ones; assistance in training jour-
nalists; and assistance in teaching about de-
mocracy)

xipuaddy
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Establishment of good gover nance and theimprovement of physical infrastructure

Establishment of good governance

<Lega system>

« Improvement of the legal sys-
tem and promotion of judicial
reform

Training of competent civil ser-
vants for preparing legislation,
the administration, and the ju-
diciary

Elimination of conflicts be-
tween faction and the develop-
ment of political commitment

Aid coordination
Legal education and legal aid
services

(2) Landtitling and clarification
of de facto cultivation rights

 Japan should mainly support land reform
efforts by the government while bearing in
mind that clarification of de facto cultiva-
tion rights and land titling are very impor-
tant in alleviating poverty.

Asalfirst stepin agricultural development,
Japan should assess the de facto cultivation
rights of farmers and the system of protect-
ing them.

« Incorporation of the protection of the culti-
vation rights of farmersinto projectsfor de-
veloping farm villages

(3) Promotion of administrative
and fiscal reformsand demo-
bilization

« Japan should support the national program
of administrative reform, under which the
administrative bodies (including the na-
tional army) are being streamlined and the
tax collection system is being strengthened
to increase tax revenues.

It is necessary to establish atax collection
system and personnel (management) system
for civil servantsand to train competent civil
servants for running the systems.

Japan should support the Cambodia Veter-
ans Assistance Program since the program

isimportant for maintaining peace and the
achievement of sound finances. Itisalso
necessary for Japan to assist in establishing
SSN to help veterans to return to work.

* Assistancein carrying out fiscal and admin-
igtrative reforms (including assistancein re-
forming taxation and personnel systems;
training of specia and core membersof civil
servants; and assistance in improving the
system of conveying laws and orders, such
aspromoting information disclosureand im-
proving IT environment)

« Assistance to demobilized soldiersto return
to work under agricultural development
projects
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Establishment of good gover nance and theimprovement of physical infrastructure

Establishment of good gover nance

<Administrative functions>
« Eradication of corruption
Rationalization of the salary
system for civil servants

Improvement of equipment and
institutions (fair personnel man-
agement and taxation systems)

Training of competent person-
nel in the public sector
Decentralization

Strengthening of administrative
capacity

Streamlining of administrative
bodies

(4) Strengthening of administra-
tive capacity

« Japan should assist in establishing admin-
istration governed by laws (a neutral and
fair administration not governed by indi-
viduals) to improve and strengthen effec-
tive and efficient governmental functions.

Japan should assist inimproving the admin-
istrative capacity to deal with the above-
mentioned legislation, improvement of the
judicial system, land titling, clarification of
de facto cultivation rights, administrative
and financial reforms, and demobilization.

Japan should assist local governmentsin de-
veloping their administrative capacity since
they play an vital role in the ongoing de-
centralization. Japan should also improve
the capacity of its counterpartsinvolved in
development projects.

« Assistanceinraising legal awarenessof civil
servants (including the provision of advice
and training to ministries; and assistancein
enhancing courses on administrative law at
administrative and law schools)

« Assistancein promoting administrative pro-
cedures governed by laws (including assis-
tance in establishing laws and regulations
concerning administrative procedures; and
the provision of advice to ministries con-
cerning administrative procedures)

« Assistance in improving the capacity of lo-
cal governments (including the promotion
of cooperation between commune represen-
tatives and NGOs; field surveys on systems
for local government; and the provision of
advice for the improvement of the central
government’s adjustment mechanisms con-
cerning local administration)

Training of special and core membersof the

civil servants, assistance in introducing a
national examination system, and the pro-
vision of long-term training for administra-
tive officials, including practical training
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Cu

rrent conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Establishment of good gover nance and theimprovement of physical infrastructure

Establishment of good governance

(5) Establishment of social
safety nets (SSN)

* Intherural development program, includ-
ing literacy education for farmers, voca-
tional training (including support for demo-
bilized soldiersto return to work), and wel-
fareimprovement (hygieneimprovements),
Japan should assist in establishing safety
nets, taking into consideration the vulner-
ability of communities (farming villages)
and various groups. (See the section cover-
ing agricultural development.)

By strengthening assistance for tri-partite

cooperation and the Cambodia Veterans
Assistance Program, Japan should assist
with capacity building of the Ministry of
Social Welfare to develop the skills of so-
cialy vulnerable people.

Japan should carefully promote cooperation
and liaison with NGOs since many NGOs
are carrying out cooperative activities to
deal with the establishment of social safety
netsin Cambodia.

« Develop and reinforce tri-partite coopera-
tion (for refugee resettlement and agricul-
tural development)

Implementation of social and agricultural

development projectswith consideration for
capacity building among vulnerable groups,
such as poor people and demobilized sol-
diers, and for theimprovement of their level
of welfare
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems

in priority assistance area

Directions for solving problems

(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Establishment of good gover nance and theimprovement of physical infrastructure

Improvement of physical infrastructure

* An enormous number of
land mines planted during
civil wars constituteanim-
pediment to economic ac-
tivities and a threat to so-
cial life (The area where
land mines are presumed
to exist is 1,373.8 square
kilometers)

Frequent floods and
droughts
Deterioration and obsoles-

cenceof thephysical infra-
structure due to the de-
struction and lack of main-
tenance during civil wars

Underdeveloped modern
traffic systems required to
reconstruct the modern na-
tion and inadequate trans-
port networks

Underdeveloped commu-

nications infrastructure

High electricity charges
and insufficient electrifica
tion in rural areas except
for Phnom Penh

Demining

Improvement of physical infra-
structure from the mid- and
long-term viewpoint

Drafting a comprehensive
transportation plan
Establishment of traffic-related
laws and regulations
Reorganization and intensifica-
tion of governmental organiza-
tion

Securing of sufficient source of
revenue

Establishment of system and
managing capability for the
privatization and introduction
of foreign capital

Cooperation with neighboring
countriesto retain smooth inter-
national traffic

Establishment of adequatetech-
nical standards

(1) Demining

Potential for the implementation of the re-
quested projects should be examined based
on the information on mid-term policies,
implementing system, management system
of organizationsin charge, and support trend
of other donors on demining.

Support for victims to reintegrate into so-
cid life should have high priority.

« Reinforcement of demining activities by
CMAC should be supported (examination
of the provision of equipment based on the
effects/efficiency and management system,
support for information management and lo-
gistical support, drafting mid- and long-term
plans for demining based on advice on the
strengthening of organizations and socio-
economic impacts on the community)

(2) Measures against natural di-
sasters

Development of measures centering on the
prediction and prevention of floods and
droughts of the Mekong River to minimize
the damage they cause should be supported.
Improvement of irrigation systems should
have importance relating to measures for
natural disasters.

« Improvement of the weather information
system related to the development of the
basin of the Mekong River, support for
drafting a priority protection plan and a di-
saster reconstruction plan, and the imple-
mentation of priority projects

Improvement and repairing of irrigation
facilities
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Establishment of good gover nance and theimprovement of physical infrastructure

* Underdeveloped institu-
tional foundation for the
utilization of foreign pri-
vateinvestment for signifi-
cant public utility enter-
prises and lack of admin-
istrative capacity

Floods almost every year
in the latter part of the
rainy season and the result-
ing significant damage to
the social economy

Improvement of physical infrastructure

« Development of human re-
sources for the maintenance of
communications networks, re-
view of themaster plan for tech-
nological innovation, and im-
provement of the efficiency of
business

Stabilization of electricity
charges and electrification in
rural areas

« Intensification of countermea-
sures against natural disasters

(3) Restoration and development
of the physical infrastructure

« Japan should support the drafting of plans
related to the reconstruction and improve-
ment of the physical infrastructure, the es-
tablishment of an administration and man-
agement system, and the development of
human resources.

The main objectives of aid for theimprove-
ment of reconstruction are limited to fields
in which concentrated efforts are expected
to have an immediate effect.

Asfor the development based on the mid-
and long-term perspectives, priority should

be given to agendas that have strategic im-
portance for socioeconomic development
based on comprehensive transportation
plans, and those that contribute to develop-
ment in Cambodia by strengthening the co-
operation with the Indochina region.
Development of industries including tour-
ism as well as agendas above should be
taken seriously.

Asfor poverty reduction, the improvement
of the physical infrastructure at the com-
mune level should have priority.
Cooperation with NGOs based on commu-
nity participation isimportant.

« Repairing facilities such as trunk roads,
bridges, harbors, and waterway including
support for the repair by the Cambodian
people

Formulation of public master plans such as

comprehensive transportation plans

Drafting technical standards for mainte-
nance and appropriate introduction of pri-
vate organizations

Studies for drafting policies based on the
present situation as well as support to ur-

ban drainage and measuresto prevent floods

« Support for enhancing telecommunications
facilitiesin Phnom Penh and the provision
of phone services in the central part of the
region from mid- and long-term perspec-
tives

« Development of power supply facilitiesin
the capital and electrification in rural areas

« Improvement of the physical infrastructure
accommodating the present situation of
communities through the participation of
inhabitants as part of rural development
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems

in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Establishment of good gover nance and theimprovement of physical infrastructure

Improvement of physical infrastructure

(4) Establishment of systemsfor
maintenance and operation

« Japan should support the establishment of
administration and management systems,
strengthening capacity for designing poli-
ciesthat stipulate the authority for the op-
eration and management, as well as human
development.

Japan should support the establishment of
asystem in which the technology and hu-

man resources of Cambodia can be utilized
to the maximum level except for reconstruc-
tion and improvement at the national level
requiring significant expenditures and high-
level techniques.

Japan should support the development of
systems, such as a system for procuring fi-
nancial resources based on community par-
ticipation and user fees as a means of es-
tablishing local ownership of operation and
mai ntenance management.

Support for designing plans to provide fa-
cilities

Improvement of practical operational capa-
bility such asthe skills required for mainte-
nance and administration

Support for a self-supporting accounting
system for state-owned and public enter-
prises and independent management capa-
bility under a market economy

Support for strengthening the management
capability of the government for the
privatization and introduction of foreign
investment; market entry regulations, regu-
lations covering charges, and methods of
introducing competition
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Development of human resour ces

» Thelevel of basic health
services related to infant
and maternal mortality
rates and to reproductive
health remain low.

The foundations have not
yet been established for the
health and medical care
systems that should pro-
vide the services to im-
prove such health care
standards.

Diseases such as malaria,
parasitic diseases, tubercu-
losis and HIV/AIDS are

prevalent.

The massacre of intellec-
tualsduring the Pol Pot era
has created a shortage of
doctors and an overall low

Improvement of health care standards

level of health care person-
nel capabilities, including
illiteracy among nursing
staff.

Development from a long-term
perspective, not just targeting the
immediate improvement of con-
ditions, but also embracing the es-
tablishment of whole national sys-
tems

« Strengthening of the adminis-
trative and management capac-
ity of the central governmentin-
cluding the Ministry of Health
Support for human resources

development, mainly of the
next generation of medical pro-
fessionals and local medical
staff

Organization of fundamental

national systems
« Strengthening of the health care
system

Integration and reinforcement
of health center programs
« Advancementsin medical tech-

nology
Reform of medical and nursing

schools

(1) Expansion of PHC

« Japan places emphasis on maternal and
child health promotion in an effort to
achieve areduction of extreme poverty. In
addition, Japanese aid should give priority
to health education, nutrition, safe water,
sanitation, and improvements in the capac-
ity of health workers and health centers, as
well asthe strengthening of the related sys-
tems, establishment of facilities, and the de-
velopment of the human resources neces-
sary to achieve these improvements.

Coordination in relation to rural develop-
ment, as well as liaison and coordination
with NGOs are required.

Support for strengthening the outreach ac-
tivities of health centers

« Support for strengthening health care activi-
tiesin schools (such as sanitation and AIDS
education)

Support for strengthening medical checkup

campaigns for pregnant women and chil-
dren

Support for strengthening the food sanita-
tion administration

Support for establishing waste disposal,
water supply and sewage systems
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Development of human resour ces

Improvement of health care standards

(2) Reinforcement of counter-
measures against diseases

» Unorganized medica systemisclosely as-
sociated with the poverty issue, in that the
burden of the high cost of medical feesis
contributing to an increase in the number
of landless farmers who had to sell land to
pay the costs. Cooperation and coordina-
tion with NGOs are required regarding this

issue.

The support for tuberculosis and infectious
disease control carried out by Japan up to
the present should be continued and
strengthened.

Support for countermeasure against HIV/
AIDS through newly established coopera-
tion with the USA should be given priority.

Continuation and strengthening of support
for tubercul osis and infectious diseases con-
trol

Priority to support countermeasure against
HIV/AIDS control through newly estab-
lished cooperation with the USA

« Support for the establishment of a blood
transfusion system

Support for the establishment of anational
reference laboratory and other |aboratories

(3) Training and retraining of
health care professionals

« Training and re-education of public health
nurses, midwives and district health offic-
erswho are in the front line of PHC must
be given priority.

Japan should also consider cooperation to
strengthen medical education and technical
schools for medical care, the training of
medics, and the re-education of local per-
sonnel.

« Consideration of cooperation schemes for
the strengthening of medical education and
technical schools for medical care (nurses,
laboratory technicians and physiothera-
pists), the training of paramedics and co-
medics, the re-education and training of lo-
cal medical staff, and the strengthening of
medical care ethics
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Development of human resour ces

<Present state>

« Highilliteracy rate (males
48%, females 80%)

Low vocational skill level

Low level of educationin-
dicators and quality

Large regional disparities
in access to education

High dropout and failure
rates

Disparity between the
sexes in school enroll-

ments

Improvement of education standards

<Expansion of basic educational

opportunities>

« To eradicate the disparities be-
tween the sexes and among re-
gionsin primary education

To sharply reduce the dropout
and failure rates
To strengthen education to im-

prove the teaching of practical
knowledge, such asforeignlan-
guages, science and mathemat-
ics

To improve the educational in-
frastructure aswell asthe qual-
ity and quantity of educational
staff involved in basic educa-
tion, especialy in the first half
of the secondary level of edu-
cation

To improve aregional system
of educational administration
that is responsive to the de-

mands of the regional society
and economy aswell asto fur-
ther the decentralization of con-
trol over education

(1) Raising school enrollment
ratesand improving the qual-
ity of education

« The Cambodian government is proposing a
plan referred to as the “ Pro Poor Education
System” aong with the creation of SEDP2.
Japan is also implementing “school build-
ing plan with community participation”
(overseas development study). On the ba-
sis of the above plans Japan should give
priority to assistance for improving the
quantity and quality of primary education
such asoffering educational servicesto meet
the demand and managing schools with
community participation.

« Because many donors have already been
providing assistance in the field of primary
education, careful consideration is needed
in sector-wide approaches. It isalsoim-
portant to focus on the targets of assistance.

Assistance for guaranteeing access to
schools

Assistance for improving education deliv-
ery

Assistance for tackling the issue of the high
dropout and illiteracy rates

Assistance for enhancing the administrative
capacity of local primary education systems
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Development of human resour ces

<Problems of the education

system>

* The lowering of quality
due to an expansion in the
number of enrollments

Thelimitationsof planning
and implementing capa-
bilities under the central-
ized system

The influence of political
motivationsin educational
administration (the lack of
staff with expertisein edu-
cational administration)

The lowering of morale

among teachersand educa
tional institution staff

Improvement of education standards

<Secondary education>

« To reform secondary education
in terms of both quality and
quantity

« To increase opportunities for
access to secondary education
using various means of deliv-
ering education

Todevelop curriculataking into
consideration the actual society
and daily life

To develop educational texts
and teachers' guidesto go with
the curricula

 To construct a secondary edu-
cation system that can meet the
demands of students and par-
ents

To train or retrain teachersin
order to achieve the reforms

To train educational managers
such as educational administra-
torsin the regions, as well as
school principals

(2) Expansion of secondary and
higher education

« Although training people to gain expertise
and skills is urgent with regard to the de-
velopment of a market economy, it is un-
likely to receive assistance due to the large
budget required for secondary and higher
education. Therefore, it is essential that
Japan provide assistance in this area.

« Japan has been providing assistance for the
expansion of secondary education services
to meet the demand through the Program
for Improving Secondary Science and
Mathematics Education at the secondary
education level. In future, the increasein
the number of enrollments and eradication
of the disparity between the sexes in sec-
ondary and higher education should be
given priority.

« Support for improving access to schools

« Support for expanding opportunities for vo-
cational training and employment

« Education in the knowledge and skills re-

lated to vocationd life

Support for review and modification of the

science and mathematics education system

Assistance to advisory services for educa-
tion and future choice of courses
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems| Directions for solving problems
in priority assistance area (development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Development of human resour ces

Improvement of education standards

(3) Training or retraining of edu-
cational professionals

« Japan should give priority to the improve-
ment of the quality of primary education
professionalsin local areas, especially to as-
sistance for improving the quality of pri-
mary school teacher training centersand re-
gional secondary school teacher training
centers.

« Assistance for retraining officials in the
Ministry of Education and provincial offices
of education should also be given priority.

« Support for the integration and reform of
primary and secondary school teacher train-
ing centers

« Support for transforming primary and sec-
ondary school teacher training centersinto
two-year and four-year colleges

Support for transforming high school
teacher training centers into colleges and
graduate schools

« Support for conducting teacher qualification
examinations and issuing teaching licenses

Support for thetraining of scienceand math-
ematics teachers
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems

(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Development of human resour ces

Improvement of working skills of adults

The gap between the con- | «
tents of education and the | «
needs of the society aswell
as the economy

Discrepancy between the
contents of education and
the required human re-
sources for industrial pro-
motion

Low level of the capabil-
ity of the organizationsthat
are in charge of the guid-
ance of agricultural and
vocational skills

Toraisethe literacy rate

To strengthen the skill training
capability of each Ministry

To enhance the farmers’ capac-
ity to receive agriculture exten-
sion services

(1) Raising theliteracy rate

* Assistance for basic adult education such
as for literacy and arithmetic at the com-
mune level should be given priority.

Due to the fact that the promotion of adult
educationistied up with rural development,

the cooperation and liaison with NGOs
should be carried out carefully.

« Support for literacy education and voca-
tional skill training that contributes to the
improvement of life skillsand ability in liv-
ing as apart of rural development

(2) Improvement of agricultural
and vocational skills

« Assistance for strengthening the capabili-
ties of the organizations that are in charge
of the guidance of agricultural and voca-
tional skillsin Cambodia - the National
Training Committee, the Ministry of Agri-
culture, the Ministry of Education, the Min-
istry of Social Welfare, the Ministry of
Women, - needs to be given priority at first.

It isalso necessary to provide assistance for
enhancing agriculture extension services, as
apart of rural development. In this case,
international assistance as well as the co-
operation and liaison with NGOs should be
carefully coordinated

« Support for strengthening the capabilities
of the organizations that are in charge of
agricultural and vocational guidance

« Support for enhancing agriculture extension
services as apart of rural development
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems| Directions for solving problems
in priority assistance area (development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Development of human resour ces

I mprovement of working skills of adults

(3) Training of civil servantsto
upgrade their administrative
capacity

« Priority should be given to the education of
various civil servant across the sectors rag-
ing from the central government to the lo-
cal governments, in order to upgrade their
administrative capacity.

It is necessary to establish the special pro-
grams for Cambodia, targeting the human
resources generally with low level of ad-
ministrative capacity.

« Providing various training programs such
as advanced training programs carried out
in Japan, moderately advanced training pro-
grams carried out in the ASEAN countries,
and local training programs carried out in
Cambodia
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Promotion of agriculture and rural development (including the reduction of extreme poverty)

« 88% of the poor peoplelivein
rural areas.

Underdeveloped distribution
system of agricultural products

Lack of working opportunities
other than farming

Pervasion of the market
economy and land disputes as
the land reform proceeds

Problems of landless farmers:

they are obliged to sell their
land due to the redistribution of
land or burden of healthcare
expenditures

Rain-fed rice cultivation with
low productivity

Underdevel oped diversification
of agricultural production - too

much dependence on rice cul-
tivation

Undevel oped industries related
to agriculture

« Increase of rice production to
maintain the household
economy, diversification of
crops, and increase of cash in-
come

Intensification of rural admin-
istration capability to improve
resistance to natural disasters
and disease, development of ag-
ricultural productivity through
the development of infrastruc-
ture and improvement of culti-
vation techniques, diversifica-
tion of income resources, and
maintenance and fostering natu-
ral environment within/ sur-
rounding villages

Protection of de facto cultiva-
tion rights of farmers, develop-

ment of crop markets, and de-
velopment of rural finance to
accommodate further trendsto-
wards the market economy

(1) Rural development

« Asfor rura development the welfare level
of rural households should be improved by
implementing various measures compre-
hensively.

Support for rural development to limited ar-
eas by cross-sector approaches should be
started with, and then aid should be ex-
panded based on the result. Cooperation
with NGOs including UNDP s necessary.

« Draft and implement a comprehensive ru-
ral development program in which project
constituent required in each village (refer
to Table 7-17 in Section 2, Chapter 2, Part
11) are appropriately combined.

(2) Improvement of agricultural
productivity and diversifica-
tion

« Japan should support improvement of the

productivity of rice as well as diversifica-
tion of agricultural production.
Stable provision of food and increase of
cash income for farmers should be sought
through the stable and large harvest of ba-
sic food.

« Provision of technical cooperation to im-
proveirrigation facilities, experiments/re-
search, extension, micro-credit services, and
the development of the market and infra-
structure

« Establishment of system of agricultural co-
operatives, etc.

(3) Promotion of agriculture re-
lated industries

Japan should prioritize;

« Creation of job opportunities and increase
of national income by adding value to crops
and enabling domestic processing to occur.

* Improvement of distribution system, which
hampers selling or buying crops and pro-
duction materials at the appropriate time.

Promotion of resource- oriented industries

such as food processing, canneries, furni-
ture, flooring production and construction

Formulation of master plansto foster indus-
tries related to agriculture

« Establishment of finance and insurance sys-
tem of small- and medium-sized enterprises
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Promotion of agricultureand ru

ral development (including the reduction of extreme poverty)

Vocational training for the workforce and
fostering managers

Support for establishment of distribution
system

Support for institution building and foster-
ing human resources

(4) Creation of non-farm job op-
portunities

Japan should prioritize;

« Establishment of a system in which speci-
fied areas can take initiatives for local in-
dustrial promotion such as “one special
product for onevillage”, promotion of tour-
ism-related industry and development of
infrastructure by employing local inhabit-
ants

Development study for tourism develop-
ment and fostering human resources for
tourism

Vocational training through NGOs
Improvement of the quality and productiv-
ity of local craftwork
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Expansion of the size of the economy and the creation of job opportunities

« Dud structure comprising tra-
ditional industry in Cambodian
society and modern industry by
the capital of overseas Chinese

Low level of savings and in-
vestment; excessive depen-
dence on foreign aid

Rapid progress of economiclib-
eralization and internationaliza-
tion and distorting influences

Riseof and limitsto export—ori-
ented |abor-intensive textileand
apparel industries

Underdeveloped environment

of industrial promotion

Insufficient development of
small- and medium-sized enter-
prises

Agriculture and theAngkor Wat
as tourism resources

« Development of alegal frame-
work related to the economy
Fiscal reform

Reform of the financial system

« Improvement of theinvestment
environment

Formulation of industrial poli-

cies

 Rural development

« Development of human re-
sources

« Fostering and promotion of pri-
vate sectors

« Designing measures to attract

foreign direct investment

(1) Improvement of the Condi-
tion for industrial develop-
ment

« Support for the administration of macro
economy, formulation of industrial policies,
and establishment of systems promoting
small- and medium-sized enterprises

Strengthening of capabilities and develop-
ment of human resources of organizations
in charge

« Support for the development of a legal
framework related to the economy

« Support for amarket economy through ad-
visory support and human resources devel-
opment in ministries and agencies related
economy

Long-term training in Japan (utilizing
Japan’s domestic capabilities)

(2) Fostering urban small- and
medium-sized enterprises

* Fostering of small- and medium-sized en-
terprisesin urban area and establishment of
measures required based on the analysis of
the present situation

Guidance in business management for pri-
vate enterprises
« Organizing market information systems

Support for the formulation of policies fos-
tering small- and medium-sized enterprises
and development of human resources

Examination of the possibility of coopera-
tion with human devel opment enterprises
by private sectors that have been activein
Phnom Penh

(3) Inducement of foreign direct
investment

« Support for the drafting of potential devel-
opment enterprises including the establish-
ment of free trade areas /export processing
zones at the back of the Port Sihanoukville
and Thai-border region

Regional integrated planning development
studies
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Conservation of natural resources and the environment; Restorat

ion and preservation of cultural heritage sites

<Natural resources>

* Rapid decline in natural re-
sources both in quality and
quantity due to theillegal log-
ging, overfishing, and poaching
of rare species under the pres-
sure to develop natural re-
sources due to the growth in
population

A lack of the policies, legal sys-
tems, and capacity to enforce
thelaws and regulation of agen-
cies that have jurisdiction over
the management of natural re-
sources

<Living environment>

Drinking water:
Water from all sourcesis con-
taminated with coliform bacte-
ria, and therefore unfit for
drinking. With regard to water
supply, water treatment plants
and water distribution pipes
have become dilapidated.

<Natural resources and the living

environment>

« Nature conservation isrequired
for maintaining and augment-
ing living systems, including
for human beings.

Tightening control over natural
resources

Reinforcement of the system
for enforcing laws in environ-
mental administration

Enhancement of public aware-
ness concerning public health
and environmental protection

Construction of water supply
and sewerage, facilitiesand es-
tablishment of solid waste man-
agement systems that are the
basis of ahedlthy life

(1) Management of natural re-
sources

« Assistance should be focused on the estab-
lishment of systems and the training of hu-
man resources centered on the Ministry of
Agriculture, Forestry and Fisheries and the
Ministry of Environment in order to rein-
force the management system for natural
resources.

Attention needs to be paid to international
aid coordination and liaison with NGOs.

Dispatch of Japanese experts to Cambodia
and the training of Cambodian staff in Ja-
pan for the acquisition of measuring tech-
nology

Provision of equipment and materials for

sampling analysis
Assistance for the utilization of the Internet

in the Ministry of the Environment

(2) Conservation of the natural
environment

« Assistance should be focused on the resto-
ration of the environment in the basins of
Tonle Sap Lake and the Mekong River on
which many people depend for their liveli-
hood.

Assistance should be provided for the for-

mulation of plansto restore the environment
based on assessment of the present state and
the identification of issues in the environ-
ment concerned. Assistance then should
also be provided for training human re-
sources, raising the level of their capacity
for analysis, and establishing information
systems to implement these plans.
Attention needs to be paid to international
cooperation and liaison with NGOs.

Support for asurvey to prepare inventories
of animals and plants and acomprehensive
survey on Tonle Sap Lake
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Appendix Matrix Recommended on Japan’sAssistance to Cambodia (Continued)

Current conditions and problems
in priority assistance area

Directions for solving problems
(development issues)

Priority development issues
for Japan’sAssistance

Principles of Japan’s assistance

Example of Japan’s assistance program

Conservation of natural resources and the environment; Restor at

ion and preservation of cultural heritage sites

Household discharged water and

industrial wastewater
The low rate of toilet installa-
tion isadversely affecting sani-
tary conditions. All household
wastewater other than fecesand
urine, wastewater from offices,
and industrial effluent are dis-
charged without treatment.

Solid Waste:
The systems of solid waste col-
lection and disposal have not
been established yet in major
cities. Medical waste is not
treated separately from other
waste.

<Cultural heritage sites>
 Cultural heritage sites are fall-
inginto ruin.

<Cultural heritage sites>

« Training of Cambodian staff for
the restoration and preservation
of cultural heritage sites by
themselves

Establishing linkages between
research on cultural heritage

sites and projects for their res-

toration and preservation

Developing mid- and long-term
perspectivesfor the study of the
restoration and preservation of
heritage sites; the formulation
of amaster plan for restoration
and preservation over aperiod
of 30to 50 years

(3) Improvement of the urban

living environment

« Assistance should be focused on water-
works, sewerage, and waste management in
cities. Priority should be given to the capi-
tal, Battambang, then other cities.

Local technologies should be adopted as far
as possible, provided that the technologies

are suitable for the conditions of each city
andinvolvealower financia burdenin their
maintenance and management.

At the same time, assistance should aso be
provided for the establishment of adminis-
trative systems and the training of human
resources to improve the related adminis-
trative capacity of each city.

Assistance for the rehabilitation and con-
struction of water supply in citiesother than
the capital, including Battambang, by for-
mulating a nationwide master plan
Assistance for the construction of sewage
treatment plants in the capital and
Battambang by applying treatment technol -
ogy that is low cost and low energy con-
suming as well as being suitable for the
present conditions

The provision of logistics related to water
supply and the transfer of technology re-
lated to their maintenance and management

(4) Restoration and preservation

of cultural heritage sites

» Ownership of the restoration process by
Cambodia is the most important aspect of
the restoration and preservation of cultural
heritage sites. Assistance therefore should
be provided for the training of human re-
sources in restoration technology so that
Cambodia can undertake the restoration
work by itself.

Support for the training of human resources
to restore and preserve cultural heritagesites
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