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The purpose of this study is to prepare Japanese upcoming policy suppbrt
programme which is scheduled to- launch after April 2004 (in the next
Japanese fiscal year). For that purpose, we are conducting on-site
interviews and cbllecting information mainly in Phnom Penh.

As a résult of preliminary discussions with Cambodian side, other donors,
and related Japanese agencies, we have come to a conclusion that boost of
FDI inflows to Cambodia will encourage social and economic developmeht
through gradual and sustainable industrialization, export promotion , and

expansion of job opportunities.

As it is often pointed out, however, Cambodia is not a fascinating place
for foreign investors for now. In this context, we will figure out the
impediments (regulations, poor infrastructure, and corruption, e.g.) and

seek the comparative advantage.

During our stay, team will make a visit related Cambodian Ministries (CDC,
SNEC, MOEF, MOC, eg) to explain our thought and-exchange views. In addifion,
since donor coordination has beenllargely in progress, dialogue with other
donor agency is must, pafticularly before launching this kind of program.
On the other hand, since on—-site ‘level jnvolvement of Japanese side
(particularly, embassy of Japan.and JICA office) is a key to success of
this kind of programme, team will ask for their intense commitment as well.
As a result of this study, our team will make a rough recommendation to
the full-scale study.

As a matter of fact, Tokyo side is still taking into consideration the

contents of this mission. Therefore, the detai will be informed by the
middle of November.
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Date & Time Activities: Accommodation Remarks
Nov.16 Bangkok-PhnomPehn by PG926 19:35 Phnom Penh v
Nov.17 9:00 Courtesy Call to Embassy of Japan
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Nov.18 8:00 Meéting vﬁth Chairman of SNEC _

10:00 Meeting with Ministry of Comrherce

14:00 Meeting with GMAC

16:00 Meeting with Chamber of Commerce in Cambodia|Ditto

Site visit to Sihanoukville
Nov.19 Meet with Port Authority of Sihanoukville

(If available, meet a garment factory)

Return to Phnom Penh

Ditto

9:00 Counterpart Meeting (CDC, SNEC, MEF, MOC,|

Nov.20 [MIME, NB, NIS etc)

PM IMF, World Bank, ADB.
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AM IMF, World Bank, ADB.
Nov.21- 15:00 Report to Embassy of Japan, Ditto
16:00 Report to JICA

20:25 Leave Phnom Penh by TG699 20:25
(Tsujino, Hirohata, Ono,and Shimada)

Consultant is leaving Phnom Pehn

Dec.2 . Ditto
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KELE, JICAEBEIPLD B DOy T o7 2 KE T 5,
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HAR AN ATORECHEIEIRO B2, 4 EOFHEHRE TSRS, %
EEOFBRFTAEDOF TERELVY,
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-SNEC ® ACTION AGENDA, ¥<ic 33 EUAMIC AL S<OIC OV TBAR TS 1l
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Draft TOR
Facilitation of Foreign Direct Investment in Cambodia

1. Regional Prospects of Cambodia - Cambodia’s position in the ASEAN and in the Greater
Mekong Sub-region

2. FDUP’s roles in Cambodia’s socio-economic development

3. Potential and constraints for investment in Cambodia from geogr'aphic, legal, institutional,
social and economic perspectives

4. Economic infrastructure necessary to attract FDI, such as
Industrial roads
Water supply
Power supply
Industrial zone
International and domestic communication networks, and
Other infrastructure, such as bridges, ports, railways, airports, etc.

5. Non-physical investment environment, such as:’

Foreign and domestic markets

Labor market

Exchange regime

Banking system and the financial market

Legal environment for investment

Laws and regulations (civil law, civil procedures law, commercial law, investment
law, incentives and premiums, company law, bankruptcy law, land law, contract law,
labor law, tax law and incentives, foreign exchange law, export-import control law,

. intellectual property law, etc.)

International treaties and agreements — economic association agreements such as
investment promotion and protection agreements and free trade agreements, tax
treaties, bilateral or multilateral trade agreements such as WTO

- 6. Other measures to promote FDI, such as:

Export processing zones or industrial zone adjacent to ports
Industrial zones across multiple countries |
Training of workers in manufacturing industries

Reduction or abolition of barriers against investment and trade
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Strengthening or restructuring of foreign investment promotion agency
Improvement of productivity management of manufacturing companies
Mobilization of domestic savings, including promotion of equity investment by the
general public C ' "

Financing for private investors

Improvement of data and statisticcal quality for investors

Promotion of tourism (to be discussed)

7. Others

When other items are proposed by the Cambodian government, their importance will
be discussed and afterwards, whether these items should be included in the study or handled
outside the study will be determined. '
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B\ BAHRER

SETTING UPAN ENTERPRISE IN CAMBODIA:

Table of Contents

I GENERAL

1

Government Attitude Toward Free Enterprise RT3 BUF e

2 Government Attitude Toward Foreign Investment

(Incl. Foreign Investment Law, Investment Incentives Act, Investment Guaranty Agreement,
Investment Encouragement and Reciprocal Protection Agreement, Free Trade Agreement
and Economic Relationship Agreement, and ICSID Convention and MIGA Treaty)
SNERRICHTHIRFORE GHEREE, RERHE, REEIEHE. BEE5
WERERE, BEESHER URFESGHE,. 125 0 R RN SRR &0
B & USHE R &R ERITHBIR &)

3 Transparency %ERAME _
4 Amount of Foreign Direct Investment SMEEHEREOMALE (FFER., BER. 28

Bl R, BEY R F)

I STATE ROLE IN INDUSTRY E%c:mm@%’@&%

1

General —#%

2 State-owned Industry EE {2
3 Nationalization Policy [E#{LB

I ORGANIZING £4ts%3r

1
2

General —fi%

Approval Procedure for Investment (Flow Chart of Screening Procedure for Approving
FDI and Registering a Business) RERFFROINEEEREFTETSED LULSHR
B (BE s

Activities Not Open to Foreign Capital SFElIZZB® b2 WHEFHH B
Limitation on Foreign Equity $MERIIZX4 2 HEHIR

Civil Law or Contract Law (esp. for Joint Venture Agreement, Shareholders’ Agreement,
Technical Assistance Agreement, Sales Contract) RiE7ZR2\WV LEHE (Blodamy,
HREFSRN, BifRHRG. RERNO D DE)

Environmental Law BRE1E)
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7 Building and Related Permits  Z5% B8 O a]

8 Acquisition of Real Estate REIEE D HE

(9 Acquisition and Takeovers HEEMBBLUVT A 7 F—3—)
10 Local Content Requirements  [El i 5 B35

11 Mandatory Memberships 25} [ &~ 0 38 H1MA

12 Establishing a Local Corporation  FRHIE A DFX S

13 Setting Up an Branch XJEDRE

14 Concession FHEHE

(IV COMPETITION LAW) 4k

General —#% 7
Monopolies and Market Dominance ¥ &5 & T35 XA
Mergers and Acquisition #%UX - &

Freedom to Sell fRFED B H

Resale-Price Maintenance PR H#& #tisr

“n W N =

V PRICE CONTROL {li&#E

VI INTELLECTUAL PROPERTY HIH9RAEENE
1 General (incl. Paris Convention and Berne Convention) —f% (&, /U &8, ~L>
=SS , ;
2 Patent and Trademark Protection 4F¥F - FHiE{R4
Limitations on Licensing BT RMICHT D16 L - TR _E O HIIR
4 Royalty, fees, etc. & A ¥ /LT ¢ - FHopk

VI REMITTABILITY OF FUNDS 4
1 Exchange Controls #%&&8
2 Transfer fo Profits and Dividends Flj%& - B2 434
3 Transfer of Interest F|Fi%4&
4 Transfer of Royalties and Fund = ¥/v7 1 - F4pl%&
5 Repatriation of Capital &A&&D%ES
6 Repayment of Principal JTAIRF

VT CORPORATE TAXES Hisl

1 General —i%
2 Corporate Income Tax Rate  #5 ABiE
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s

3 Taxable Income RBLIFTH

4 Depreciation JEAM{EED

5 Schedule for Paying Taxes #Fif1 A

(6 Excess Profits Tax #2i1BFEH)

(7 Capital Taxes BEAFL)

(8 Capital Gain Taxes EAF|1SHH)

9 Taxes on Dividends B2

10 Taxes on Interest F!|F#¢

11 Taxes on Royalties and Fees w4 ¥/v 7 1 - FEBHI AT T 5 8H
12 Tax Treaties FEBiZRAY -

(13 Taxation of Headquarters Companies  HUs{A #2534~ 2 31 8)
14 Sales Taxes, etc. 5t _EFiA &

15 Others & DAt

PERSONAL TAXES MEAFTEH

INCENTIVES #E:i@##iE
‘General —#&
Qualifying for Incentives X% &E#
Applying for Incentives B 87D SE
Corporate Tax Incentives AR L OEEHEE
Personal Tax Incentives {B AFTSBL L OEEHE
“Tariff Incentives  BIB: LD EHBHE
Capital Incentives EARIZxHT 2 EBHE
Research and Development Incentives AFZCBARIZ x4 3 EBHE

0~ O W R W N =

LABOUR %18
General —#%
Unions and Work Stoppage #A& + X b1 %
Wages HE&
Working Hours 35 8B ]
Fringe Benefits {FHN#a (T
Dismissal f#RE
Limitations on Foreign Nationals(incl. Executive Personnels) £+E AE &R (E RS
a1
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X1 FOREIGNTRADE #EESH

General —H%

Import Controls B AEH

Tariffs and Import Taxes BB « #iABL

Non-Tariff Barries and Antidumping FFBABIMEEE - & v ZB51E
Export Incentives #iHiZx+ 2 E&HE

Export Insurance  #fitH R

S bW D =

XM AFTA 7E&7rBHE5HS

Rules of Origin [EEEHIFRA

Customs Administration BIB4 - $L 2R
Agriculture B3

Service $—E R

Financial Services &RtV —E 2
Investment &%

Safeguards E—7H—F

Disputes Settlement Procedures #7948
Antidumping 7Y FHLEL S

O 00 N1 N R WD

(XIV GREATER MEKONG SUBREGIONAL FREE TRADE AGREEMENT K # =2 »Hi#h
B BHESHE) | '

XV Relation of Cambodia with WTO WTO & H AR IPT7 HEEFR

XVl INVESTMENT CLIMATE UNDER AFTAAND WTO AFTABIUOWTO®DOHET
DIERE ' '
1 Investment Climate and International Competitiveness X &IREE & EEHESH
(2 Greater Mekong Subregional Free Trade Agreement KA = EHIG B HE S
) |
AFTA 77 v HBREH R
4 WIO WTO
5 Impact of FTA or Economic Partnership Agreement on FDI in Cambodia 7 >R T7
MITAEESEREICN T2 BRESMRLV LEFESRED 1 37 F

ANNEX

1 Basic Data on Cambodia
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(1) Transportation and Telecommunication #is3s X UEE
(2) Natural Resources and Energy ' RARER B L TR F—
(3) Geographical Setting HIERRIEREE
(4) Cultural Background and Living Conditions (Language, Daily Life,
Medical Conditions, Education, etc.) 3U{LBOE R & AEFERLE (BE. £IFEE,
EREMLE, BERLY)
(5) Political Situation Bry&{E sk
(6) Others & Dt
2 List of Existing Laws and Regulations Affecting Foreign Direct Investment F/T/&
BfRER Y 2 b ‘
3 Texts of Selected Laws(English version) 44 30(@E30)
(1) Investment Law (Full text) &1
(2) Others (Extracts) & Dt
EL L)

&+ O]

IR, EVRR A F—F T a Tk Ber Ry e za /I RN D
Investing, Licensing and Trading Conditions Abroad % &IZ & 2T\ 5,

- FRREEE, OL0o0BERETTLOTHEND, A -RETILET S
X OWMETDLERD D, '

- SR, FRESZEH T2 T 150~200 H,

- ZDHAA N7y DELBRAEL L TRVWDOWLIFIEEEBET S0
T, H<ETHFESR (plain) BETERTAIZEBFHETHS, BHASE
REERRT25EICL, ZORKREETILENRD D,

(YRR ] . |
- ROTHRN G BRAEREER R LEAY 2 7 A G REREEH
BT, R—F— TRy rod—) 2 ECRERERTH.

C REQEEEB LI ERO—E THT S5 L &1, BRHFIYT
SR ICH LR BRI 2+ B S &, RIHEROET L HNT 5,

L EXOF =y 2. T A Y OEREERITDY S,
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- Facilitation of Foreign Direct Investment in Cambodia

1. Regional Prospects of Cambodia - Cambodia’s position in the ASEAN and in the Greater Mekong

Sub-region

2. FDI's roles in Cambodia’s socio-economic development

-

3. Potential and constraints for investment in Cambodia from geographic, legal, institutional, social

and economic perspectives

4. Economic infrastructure necessary to attract FDI, such as

Industrial roads

Water supply

Power supply

Industrial zone

International and domestic communication networks

Other infrastructure, such as bridges, ports, railways, airports, etc.

5. Non-physical investment environment, such as:

Foreign and domestic markets

Labor market |

Exchange regime

Banking system and the financial market

Legal environment for investment

Laws and regulations (civil law, civil procedures law, commercial Iaw,' investment law,
incentives and premiums, company law, bankruptcy-law, land law, contract law, labor
law, tax law and incentives, foreign exchange law, export-import control law, intellectual
property iaw, etc.)

International treaties and agreemenfs — economic association agreements such as
investment promotion and protection agreements and free trade agreements, tax treaties,

bilateral or multilateral trade agreements such as WTO

6. Other measures to promote FDI, such as:

Export processing zones or industrial zone adjacent to ports

Industrial zones across multiple countries

Training of workers in manufacturing industries

Reduction or abolition of barriers against investment and trade
Strengthening or restructuring of foreign investment promotion agency

Improvement of productivity management of manufacturing companies
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- Mobilization of domestic savings, including promotion of equity investment by the
general public

- Promotion of tourism (to be discussed)

7. Others
When other items are proposed by the Cambodian government, their importance will be discussed and
afterwards, whether these items should be included in the study or handled outside the study will be

determined.
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4. BEEH
4 —1 The Institutional Development Plan for the SNEC

. L L5 2y
Kingdom of Cambodia an
Nation — Religion - King ~—
T 17’_51#%
Royal Government of Cambodia ~ Institutional Support for National
Office of the Prime Minister Economic Policy Management
Supreme National Economic Council (SNEC) (Asian Development Bank Technical
. - Assistance Project TA 3721 - CAM)
17 December 2002

The Members of the SNEC: H.E. Suos Someth, Honorary Chairperson
H.E. Aun Porn Moniroth, Chairperson
H.E. Son Koun Thor, Vice-Chairpergon
H.E. Hang Chuon Naron, Secretary-General
H.E. Sok Chenda, Member = :
H.E. Chhieng Yanara, Member
H.E. Vongsey Vissoth, Member

Subject: Draft Institutional Development Plan of the SNEC

Your Excellencies:

Attached please find the First Edition of SNEC 2010, the INSTITUTIONAL DEVELOPMENT
PLAN for the SNEC. ’ '

SNEC 2010 has been prepared considering all of your important inputs — as expressed in the SNEC
meeting of 4 December 2002, '

Thank you!

Sincerely,

V. Bruce J. Tolentino, Ph.D.
Economic Policy Advisor

cc: Mr. Urooj Malik, Director

ADB CARM
Office: Rms 16-17, 2™ Floor, Economics and Finance Institute v Tel/Fax 855-23-426-690
Ministry of Econorny and Finance Email: vhitolentino @ mobitel.com.kh
St. 92 Sangkat Wat Phnom, Khann Don Penh, Handphone: 855 12 654 248

Phnom Penh, KINGDOM QF CAMBODIA
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SNEC 2010 (1% Edition: 10 December 2002)

SNEC 2010:

Table of Contents

A. The SN EC Introduction....c..cccemeeceeennene sarseresasisen R I R
The SNEC: Background and RALONAIE cveverereeereeeeeeeeeererseseeseeseseese e 3
The SNEC: Key Duties and FUNCHIONS....vvviciiiciriie i ccceseereesereesesnennes sesmcressans 4
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SNEC 2010
The SNEC Institutional Development Plan

The Supreme National Economic Council (SNEC) is a new unit of the relatively new
- Royal Government of Cambodia (RGC). Since the appointment by His Majesty
King Norodom Sihanouk of the members of the SNEC in September 2001, the
SNEC has performed a key role in the formulation of national economic strategy
and policy. As stated in its mandate, the SNEC has effectively served as:

... the highest-level body mandated to provide the Prime Minister of the
RGC with technical analysis, advice and recommendations with regard to
policy and strategy for the rapid yet sustainable socio-economic
development of the Kingdom of Cambodia.”

The SNEC Instltutlonal Development Plan is called SNEC 2010 - to reflect the
objective of building the SNEC to full operations and capacity between the present
and the year 2010. It is expected that by 2010 the SNEC will have gained a solid
credibility — both nationally as well as regionally, as a policy strategy and analysis
institution. The SNEC will also have established a resource base for sustainability.

A. The SNEC: Introduction

In the past 16 months since its activation in 2001, the SNEC and its m,émbers
have provided crucial input to the Prime Minister and the Royal Government of
Cambodia on issues, policies, strategies and other matters of national import,
including:

Infrastructure development strategy and issues;

Tourism Development strategy and issues;

National Poverty alleviation strategy,

Incentives for foreign investment,

Cross-border economic cooperation, and

International trade strategy and policy, including acceleration  of WTO
accession.

SNEC Members also provided strategic input into Cambodia’s hosting and
management of several major international meetings held — most for the first time,
in Cambodia. These major meetings included:

» Consultative Group (CG) for Cambodia Meetings, June 20-21, 2002;
» GMS Strategy, expressed in the 1st Greater Mekong Subregion (GMS)
Program Summit on 3 November,
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» ASEAN Strategy, specifically expressed in the 8th ASEAN Summit, 6th
ASEAN+3 (China, Japan, South Korea) Summit and ASEAN-China Summlt
on 4 November, and

e ASEAN-Japan Summit, ASEAN-South Korea Summit, ASEAN-India Summit,
and ASEAN-South Africa Meeting on 5 November.

The SNEC: Background and Rationale

Within the decade of the 1990s there has been seen major economic, political,
and organizational change in Cambodia, and the country is today enjoying its
highest level of internal peace and stability for 30 years. It is in an excellent
position to pursue its development goals and to address the structural reforms and
development policies that are consistent with them. Major development issues
include the pursuit of economic growth and poverty reduction (the major focus of
- the second Sociceconomic Development Plan, 2001-2005); consolidating the
transition to a market economy through the continued improvement of the
investment climate and legislative framework; reforms in public sector governance
and in natural resources management; strengthening public financial
management; and further integrating the Cambodian .economy into the regional
and global economy. The sheer size of the policy reform agenda is compounded
by the need to respond effectively to regional and global developments.

These development |ssues can be addressed only if key strategies, policies,
legislation, and structural reforms are effectively formulated, coordinated and
-implemented. The capacity of any government bureaucracy to undertake and
manage the entire process of policy analysis, coordination, and implementation is
critical to the effective functioning of government as a whole. Since the
Government’s capacity to manage this process is wanting, the speed and
sustainability of structural and legislative reform is constrained.

In any country, the responsibility of overall leadership for the socio-economic
recovery and sustainable growth is a difficult mandate. The task is doubly
daunting in the case of Cambodia, given the country's extreme poverty and need
for human resources, as well as the challenges it faces in today's volatile and
rapidly evolving world economic environment. The mandate for overall economic
leadership in the Royal Government of Cambodia rests with the Prime Minister.
The PM is assisted in this task by the key economic Ministers.

‘While the economic Ministers provide advice and input to the PM, these Ministers
are also responsible for the management and administration of their respective
Ministries and Departments, as well as involvement in a broad array of inter-
ministerial, sectoral, regional and international responsibilities. Thus they are
unable to devote substantlal time and effort to serving the specific requirements
of the Head of Government for input and advice on socio-economic development
strategy and policy.
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Therefore, to provide the Prime Minister with a dedicated resource for socio-
economic strategy and policy, the Supreme National Economic Council (SNEC) was
created by Royal Sub-decree.

The SNEC: Key Duties and Functions

As set in the Sub-decree, the key duties and functions of the SNEC include:

Review and formulate key policy papers and speeches by initiating inputs
which are strategic, policymaking and visionary with respect to reform and
economic development, for consideration by the Head of Government;

To support the Prime Minister in monitoring and synthesizing reports related
to the implementation of the five-year plan and other government
development programs; provide recommendations to the PM to ensure the
consistency of economic policies; and streamline and accelerate the
implementation of these plans and programs;

Prepare recommendations for consideration by the Head of Government
aimed at ensuring the high quality and consistency of policies within and
across sectors; advise the Prime Minister on the setting of specific and clear

targets for the smootf implementation of the policies reflected in the five-year

plan and the Public Investment Program (PIP);

Propose specific measures aimed at improving economic management and
strengthening good govemance for the review and deas;on of the Prime
Minister;.

Sum up and briefly report on the national, regional and international economic
situation to the Prime Minister; and provide recommendations to the Head of
Government on adjustments in national economic policy in accordance with
the trends and developments in the regional and world economy, and

Facilitate meetings between the SNEC and the Prime Minister for evaluation
and guidance toward the improvement of the performance of the SNEC.

The SNEC: An Important Initiative

The establishment of SNEC is an important initiative for strengthening domestic
policy formulation and monitoring at the national level - particularly in providing
policy advice to the PM. Thus the SNEC has an important. catalytic role to play in
refining, implementing and monitoring the reform program. ‘

SNEC 2010: The SNEC Institutional Development Plan 4
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By being able to stand back from day-to-day work and political pressures of
regular Government departments, the SNEC can take a more independent view of
policy issues and provide the PM with more rigorous, objective advice on socio-
economic development issues. The SNEC may also be instrumental in the
establishment of a more institutionalized approach to pollcy formulation- and
|mplementatlon

The Ministry of Planning (MOP) has developed expertise 'in national plan
formulation, statistics, and public investment programming; however, it does not
undertake any independent policy work. The MOP is only one of 21 line ministries
and has very limited power to resolve inter-ministerial differences, or be proactive
in policy advice. The responsublllty for policy formulat:on and implementation lies
with the different line agencies, and with OBSES. There is a systemic overlap of
functions between MOP, the Ministry of Economy and Finance, and the Council for
the Development of Cambodia. At the same time there is confusion over the
respective roles and responsibilities of these bodies. As a result, many of the inter-
ministerial policy discussions actually take place at meetings of the Council of
Ministers (the Cabinet), rather than at technical meetings preparatory to Cabinet
meetings. Furthermore, the PM has no formal office to do this kind of work.

The SNEC has an lmportant catalytlc role to play in refining, implementing, and
monitoring the reform program. The SNEC Chairperson participates in Council of
Ministers meetings, and is regularly consulted by the Prime Minister.

The Government sees the strengthening of SNEC as a matter of high priority.
While short-term budget and human resources constraints prevent the
Government from expanding SNEC now, there is a clear commitment to its future
role. The long-term sustainability of SNEC itself is a function of how effectively it
can perform its role.

The provision to the SNEC of technical support will improve the policy process
generally and do so in a relatively short period of time. Capacity-building of the
SNEC will strengthen the Government’s capacity to coordinate policy inputs,
formulate appropriate policies, make rational choices among identified policy
options, and monitor their implementation more effectively.

The SNEC Structure as of 2002

By Royal Sub-decree, the SNEC is composed of five senior economic advisers and
a Secretary-General. The SNEC Chairman has been given the rank of Senior
Minister and the SNEC Members the rank of Minister. The Secretary—GeneraI is
given the rank of Secretary of State.

! In French, the acronym for the Economic, Social and Cultural Monitoring Unit in the Office

of the Council of Ministers.,
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It is noteworthy that in documentation sourced from the office of the Prime
Minister, the Chairperson of the SNEC is described as: “... Adviser (to the Prime
Minister on) economics, finance, commerce, banking, planning, foreign affairs, UN
organizations, ASEAN, and other foreign institutions which have relations with
Economy and Finance.”

The Secretary-General heads the SNEC Secretariat and prdvides the necessary
administrative links with government agencies.

As of 2002, the structure and staffing of the SNEC below the level of the Secretary
General is still yet undefined, the SNEC being a new office. The definition of the
structure is expected to emerge as the SNEC's program and activities are
intensified and its structure grows and is established to meet the demands for its
services.

SNEC 2010: The SNEC Institutional Development Plan 6
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B. SNEC 2010: The SNEC Institutional Development Plan

Beginning in 2002, the SNEC launched a process to formulate its Institutional
Development Plan (IDP), in order to establish a vision and path for its institutional
strengthening toward the full implementation of its mandate. The implementation
of the IDP will establish the SNEC as a permanent unit of the RGC, endowed with
capabilities and resources that will enable it to serve, on a contmumg and
sustainable basis, and fulfi lI its vision as:

An institution that provides the Prime Minister with independent.
world-class analysis and advice on strategy and policy toward the
sustained socio-economic development of Cambodia.

This document reports on the initial deliberations of the SNEC regarding the first
edition of the SNEC Institutional Development Plan. The formal discussion of the
SNEC on this SNEC 2010 was held on 4 December 2002,

Time Frame for SNEC 2010

The implementation of SNEC 2010 is planned to last through three phases:

(a) the short term — year 2003;
(b) medium term from 2004 to end-2006, and
(c) long-term from 2007 to end-2010.

The phased implémentation of SNEC 2010 will facilitate the gradual intensification
and broadening of the SNEC’s programs and activities consistent with the increase
in resources and capacity available to the SNEC.

Key Aspects of SNEC 2010

-The establishment and growth of an institution is dependent on the success with
which it performs according to its mandate. The mandate of a unit of government
such as the SNEC is provided for by an official issuance — the Royal Decree. Thus
the key aspects of the institutional development plan which must be covered are
as follows:

e Programs and Activities: The mandate of the institution is broken down
into programs and activities which, when implemented appropriately, will fulfill
the institution’s mandate;
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« Implementing Methods and Measures: The principal mechanisms by
which the programs and activities of the institution are to be implemented —
with implications on structure, costs and resource requirements;

« Organization and Structure: The arrangement of the institution’s
resources ~ human, physical and other so that the employment of such will
result in the attainment of the institution’s mandate;

* Resources - including human, physical, financial and other necessary to
implement, in a sustainable manner, the institution’s programs and activities;

» Official and Legal Action - that provides the institution with powers and
authority to implement its programs and activities; and

 Staff Development and Training — In the situation of Cambodia, the
resource most in short supply is skilled and experienced people. ‘Thus'a
crucial program for the sustainability of institutions in Cambodia is the human
resource development. '
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C. The CORE Programs and Activities of the SNEC

The core programs and activities of the SNEC are determined by the mandate of
the law that created the institution. Such core programs are the minimum that
the SNEC must implement and achieve, and therefore the institutional
characteristics of the SNEC must be so designed that it is able to carry out its
mandate. First and foremost, the SNEC serves the requirements of the Prime
Minister of the Royal Government of Cambodia in the area of economic
development strategy and policy. All of the SNEC's other programs and activities
are complementary to, or subservient to the primary role. S

Thus it is proposed that the set of core programs and activities are as follows:

1. Economic strategy and policy support to the Prime Minister of the Royal
Government of Cambodia; ‘

2. Preparation of the perlodlc Cambodja Economic Report;

3. Strategic assessment of the Cambodia Socio-economic Development
Program;

4. The SNEC staff development program; and

5. SNEC Secretariat administration.

Each of these core programs are described briefly below.

Support to the Prime Minister

The principal client of the SNEC is the Prime Minister. The SNEC thus acts
according to the requirements of the Prime Minister in the area of economic
strategy and policy. The services and inputs of the SNEC to the Prime Minister are
provided on demand, and may include any and all of the following:

® Speeches and statements - - the SNEC is often asked to work on speeches
or statements of the Prime Minister. This work is strategic, since the
speeches and statements of the Prime Minister partake of the nature of policy,
ideology, instruction and directive. Such work ranges from comments on
material that are referred to the SNEC by the Cabinet of the PM, to inputs on
prepared material, or the preparation and drafting from scratch of speeches
and statements.

When the SNEC Chairperson or the SNEC Secretary General receive
instructions from the Prime Minister or his Cabinet on these speeches and
statements, the work is usually assigned to a specific SNEC Member who has
responsibility and/or expertise in the particular field covered by the material.
The assigned SNEC Member is assisted in the performance of his task by his
SNEC Assistant and the SNEC Secretariat.
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It must be noted that the time and space allowed by the Office of the Prime
Minister for input and work on speeches and statements is most often very
brief and always on a “rush”, “urgent” basis — often overnight.

- The work is also often complicated and redoubled by the Prime Minister's
preference to make his addresses in the Khmer language. However,
translations in English and sometimes a third language such as French,
Japanese, Chinese and Russian are also required.

¢ Advice on economic strategy — the SNEC Chairperson is a key participant
in the weekly meetings of the Council of Ministers presided over by the Prime
Minister. Other meetings and discussions also often take place at the Prime
Minister’s behest at other venues or as opportunities arise. The SNEC
Chairperson is also often consulted by the Prime Minister himself or by the
PM’s key staff by telephone, memorandum or personal meeting on economic
strategy. Such discussions on strategy encompass the socio-political
ramifications, context, timing and trade-offs of economic policy positions and
decisions.

e Inputinto policy issues and concerns — the SNEC Members have
assignments that correspond to their sectoral or topical responsibility or
expertise. These include such fields as: (a) international development
finance, (b) agricultural development, (c) infrastructure, (d) deconcentration
and decentralization, (e) international trade, (f) fiscal management, (g) _
international relations, (h) etc. Input by SNEC Members are either solicited by
the Office of the Prime Minister, or volunteered at the SNEC's initiative. Such
inputs may be in the form of memoranda or reports and may require oral
presentation to the Prime Minister.

® Participation in policy processes. It is the policy of the Roya! Government
of Cambodia that policies be formulated, implemented and monitored through
participatory processes that involve representatives of as many stakeholder
groups as possible. - Such processes have thus become increasingly the norm
in Cambodian governance. As information and knowledge of the SNEC’s role
has spread through the structure of Cambodian governance, the SNEC has
become a key participant in a growing number of policymaking processes.
The SNEC's participation is at the behest of the Prime Minister or upon the
invitation of the organizers of the various processes, or upon the initiative of
the SNEC itself. '
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Cambodia Economic Report

By Royal Decree, the mandate of the SNEC includes the periodic assessment of
the performance of the Cambodian economy. Such an assessment may be
entitled as the “Cambodia Fconomic Report” (CER). More specifically, the CER is a
regular report, prepared periodically as the result of the assessment of the
performance of the Cambodian econemy. The CER will also include an expert
forecast of the expected performance of the Cambodian economy for the next
period. ' ‘ ’

A report such as the CER is ’currently not produced by the Royal Government of
Cambodia. Only one institution in Cambodia currently prepares such a report -
the Cambodia Development Research Institute, a private research institution. The
National Institute of Statistics of the Ministry of Planning produces a semestral
report which enumerates the status of selected macroeconomic indicators, but
does not provide an analysis nor a forecast. S

The preparation of a report such as the CER requires high-level economic analysis
skills and experience, availability of and access to economic data, and resources
and time for research and analysis. These prerequisites are only barely available
in the SNEC at the current time. Thus while the preparation of the CER is

" necessary and useful, the CER will need to be prepared in stages of intensity and
quality. Thus in the short term the CER will be produced only annually or at best
semestrally — and thus there will only be one or at most two issues in 2003. Later
on, as experience, skills and resources are gathered the CER can be prepared at
more frequent intervals and with more in-depth treatment of the issues. '

The CER is prepared. principally for the Prime Minister. After presentation to the
Prime Minister, he may decide to allow the dissemination of the CER to a broader
group of policymakers and stakeholders — say the Council of Ministers or the
Parliament. '

Finally, the CER may be published when cleared by the Prime Minister. The
“published CER may be called The Economic Report of the Prime Minister.

Strategic Assessment of SEDP Implementation

* The SNEC is also mandated to assess the implementation and performance of the
Socio-Economic Development Plan (SEDP) of the Royal Government of Cambodia.
So far, the RGC has completed its first SEDP covering the period 1995-2000, and
has begun to implement its SEDP2 for 2001-2005.
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The assessment to be performed by the SNEC on the SEDP is strategic. Its
assessment does not duplicate the roles of the line Ministries and agencies tasked
to implement the SEDP ~ such as the Ministry of Planning (MoP), the Council for
the Development of Cambodia (CDC) and the Councﬂ for Social Development
(CSD).

In performing its assessment of SEDP implementation, the SNEC uses as its raw
material the submissions of the line ministries and agencies that have the primary
functions for SEDP implementation. The SNEC then incorporates other aspects
such as macroeconomics, politics, international relations, timing, sequencing,
cross-cutting concerns and other broad and strategic considerations.

In the short-term, the SNEC will perform its assessment of the implementation of
the SEDP annually. As its resources and skills grow, the ‘assessment may be
performed more often — say on a semestral basis.

The results of the SNEC's assessment of SEDP implementation are presented to
the Prime Minister. Upon the Prime Minister’s clearance, the report may alsc be
presented to other committees and groups, or published as appropriate.

The SNEC Staff Deve’!qpment Program

Over the long run, the most important task that the SNEC will need to sustain is

- the development of a core group of economic development professionals that
provide technical and analytical support to the top policymakers of the Royal
Government of Cambodia. This aspect is of special and urgent importance to
Cambodia due to its unique history and circumstances, and the challenges that it
currently faces in economic development and international integration.

The Young Khmer Economist Scholarship Program. The least-cost, quickest
and most effective way for the SNEC and Cambodia to develop a corps of
economic development professionals is to enable promising young people to
undertake degree training up to at least Masteral level, and preferably Doctoral
level, at the most reputable economics departments of universities abroad. It is
preferable that training be in the best institutions of higher learning, in English, in
market-oriented economics departments of universities in the region or in the
West. Market-orientated economics is compatible with the development
philosophy that Cambodia has chosen and enshtined in its constitution. Enghsh is
the relevant training and professional medium of communication because the
great preponderance of modern, market-oriented economics literature is written
and available in English. Furthermore, most economic analysis and international
relations in Cambodia’s future will be conducted in English.

It must be noted that the analytical, research and !anguagé skills required for ’
policy analysis and advice can hardly be developed by short-term training.
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Certainly short-term training will help, but not to the intensity and extent that is
necessary for rigorous and effective analysis, research and communication.

Given the current level of training in Cambodian universities, it is preferable that
training both at the collegiate and graduate level be gained abroad. Current
experience indicates that potential scholars who earn their undergraduate degrees
in Cambodian institutions have great difficulty hurdling the admission
requirements of universities abroad. Language skills in English will also need to be
sharpened. :

Degree training for Cambodian policy analysts is a long-term investment and
program. Assuming that scholars are selected while in the midst of their
undergraduate training, it will take them 6-8 years to earn a PhD, including
language training. The attainment of a Masteral degree can take up to 3-5 years.

The SNEC will need to send several sets of scholars at intervals, and ideally on a
continuing basis, as resources become available and opportunities arise. To enrich
the pool of analysts and their collective skills, several generations of scholars
should be enabled. Furthermore, not all of the scholars will successfully complete -
their training. There will be dropouts for a variety of reasons. Some scholars may
complete their training but will not return, or be delayed in returning, to Cambaodia.
Still some others may complete their training, return to Cambodia and not fit
within the SNEC or some other unit of the Royal Government.

Experience with scholarship programs in other countries show that in general,
most scholars return to their home countries. Also, if the scholars are usefully
employed upon their return, they stay. Even with dropouts, however, there is no
doubt that the long-term payoff to Cambodia in terms of skills and capacity is
large.

| Finally, the incidence of the investment cost for degree training will be relatively
low for Cambodia to the extent that donor resources are mobilized. Given the
SNEC’s unique position in the RGC, it has an advantage in such mobilization.
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