ACKNOWLEDGEMENTS
This Guide has been produced by the Budget Project
of the NGO Forum on Cambodia in cooperation with
the Economic Institute of Cambodia. The Guide benefited from the valuable feedback of the members of the
Trade and Economic Development Network as well as
independent experts on public finance management in
Cambodia. The NGO Forum on Cambodia would like
to express its deep appreciation to all organizations and
individuals who contributed to this publication.

GUIDE TO THE NATIONAL BUDGET

Phnom Penh, November 2007

The NGO Forum on Cambodia

This Guide has been jointly produced by the NGO Forum on Cambodia
and the Economic Institute of Cambodia, published and edited by the NGO
Forum on Cambodia, November 2007. Contents of this document may be
quoted and reproduced for development purposes, but acknowledgement of
the publisher would be appreciated.

TABLE OF CONTENTS

Tables, Figures and Boxes..................................................................................................... iii
List of Acronyms and Abbreviations................................................................................... v
1. Introduction........................................................................................................................ 1
2. The National Budget.......................................................................................................... 3
2.1 What is the National Budget?.................................................................................... 3
2.2 Importance of the National Budget......................................................................... 3
2.3 Structure of the National Budget............................................................................. 4
		

2.3.1 Revenue............................................................................................................... 4

		

2.3.2 Expenditure........................................................................................................ 5
2.3.3 Deficit................................................................................................................. 5

		

2.3.4 Presentation of the National Budget.............................................................. 7

2.4 Aims of the Cambodian National Budget: the PFMRP........................................ 9
3. The Budget Cycle............................................................................................................. 11
3.1 Strategic Plan Preparation (March to May)............................................................ 11
3.2 Preparation of the Budget (June to September)................................................... 12
3.3 Adoption of the Budget (October to December)................................................ 13
3.4 Implementation, Monitoring and Control (January 1 to December 31)............ 14
3.5 Budget Auditing........................................................................................................ 15
4. Trends in the Cambodian Budget................................................................................... 17
4.1 Trends in Revenue.................................................................................................... 18
4.2 Trends in Expenditure.............................................................................................. 21
		

4.2.1 Current Expenditure (implemented budget)................................................ 21

		

4.2.2 Capital Expenditure (Budget Law)................................................................ 24

4.3 Trends in Interest Payment and Debt Amortization............................................ 25
4.4 Decentralization and the Budget............................................................................ 26
4.5 Public Debt................................................................................................................ 28

Guide to the National Budget

i

5. Pertinent Issues................................................................................................................. 31
5.1 Access to Information on the Budget................................................................... 31
		

5.1.1 Budget Documents that are Publicly Available............................................ 31

		

5.1.2 Budget Documents that are not Publicly Available..................................... 33

5.2 Emerging Sources of Revenue................................................................................ 33
		

5.2.1 Oil and Gas...................................................................................................... 33

		

5.2.2 Mining............................................................................................................... 34

		

5.2.3 Implications of Revenues from Extractive Industries................................ 35

Annex 1: Glossary of Terms............................................................................................... 37
Annex 2: Further Reading and Useful Links..................................................................... 39
Reading Materials............................................................................................................ 39
Useful Links..................................................................................................................... 40
Annex 3: Tables from 2007 Budget Law........................................................................... 43
Annex 4: Tables on Current and Capital Expenditures 2000-’06................................... 47
References.............................................................................................................................. 53

ii

Guide to the National Budget

TABLES, FIGURES AND BOXES

Table 2.1: Structure of the Cambodian National Budget (2007)...................................... 6
Table 2.2: Allocations for Program Budgets for Seven Priority Ministries, 2007........... 7
Table 3.1: New Calendar for MEF to Prepare the National Budget.............................. 13
Table 4.1: Current Expenditure 2000-2006 as a Share of Total Current Expenditure... 23
Table 4.2: Budget Law Capital Expenditure 2000-2006, Share of Total Capital Budget....25
Table 4.3: Trend in Debt Amortization and Interest Payments, 2000-2006................. 26
Table 4.4: Public Debt Outstanding, 2005, in US$ (Million).......................................... 28
Table A4.1: Budget Trends: Current Expenditure 2000-’06 (in CR Million)................ 48
Table A4.2: Budget Trends: Current Expenditure 2000-’06 (in US$ Million).............. 49
Table A4.3: Budget Trends: Capital Expenditure 2000-‘06 (in CR Million).................. 50
Table A4.4: Budget Trends: Capital Expenditure 2000-’06 (in US$ Million)................ 51
Budget Law 2007: Table A (revenues)............................................................................... 43
Budget Law 2007: Table B (current expenditure)............................................................. 44
Budget Law 2007: Table C1 (capital expenditure)............................................................ 45
Box 2.1: Description of Tables in the National Budget.................................................... 8
Box 4.1: Difficulties Faced by the RGC in Expenditure Allocation.............................. 17
Figure 3.1: Process of Budget Law Adoption in the National Assembly..................... 12
Figure 4.1: Share of Tax Revenue in 2006......................................................................... 18
Figure 4.2: Domestic Revenues: Tax, Non-tax and Capital, 2000-2006........................ 20
Figure 4.3: Current Expenditure, Share by Sector, 2000-2006........................................ 22
Figure 4.4: Share of Capital Budget: Priority vs. Non-priority Sectors 2000-2006...... 24
Figure 5.1: Oil and Gas Revenue and Development........................................................ 35

Guide to the National Budget

iii

iv

Guide to the National Budget

List of Acronyms and Abbreviations

ADB		

Asian Development Bank

CC		

Commune Council

CR		

Cambodian Riel

CMDG		

Cambodia Millennium Development Goals

D&D		

Decentralisation and deconcentration

EIC		

Economic Institute of Cambodia

GDP 		

Gross Domestic Product

EITI 		

Extractive Industries Transparency Initiative

EI’s 		

Extractive Industries

IDA		

International Development Association

IMF		

International Monetary Fund

MEF		

Ministry of Economy and Finance

NA		

National Assembly

NAA		

National Audit Authority

NGO		

Non-Governmental Organisation

NGOF		

The NGO Forum on Cambodia

NSDP		

National Strategic Development Plan 2006-2010

PFMRP		

Public Financial Management Reform Program

RGC		

Royal Government of Cambodia

US$		

United States Dollar

Guide to the National Budget

v

vi

Guide to the National Budget

1 Introduction

The Royal Government of Cambodia (RGC) is a large and complex financial institution. Every year, it raises and spends hundreds of millions of dollars. This money
comes from taxes, fees and fines, donor aid, and a variety of other sources; it goes
towards the operations of government: paying civil servant salaries in ministries,
schools, hospitals and police stations, for example, and investing in roads and irrigation, etc. In short, how this money is raised and how it is spent affects everyone
in Cambodia.
Who is in charge of these hundreds of millions of dollars? Ultimately, we, the
citizens of Cambodia, are in charge. Cambodian citizens exercise control by taking
part in elections; the elected government makes crucial decisions on our behalf.
However, outside the election process, citizen involvement in the annual budget
process is currently limited. More participation in the budget process should lead
to a more direct link between government spending and the realization of the
needs, desires and aspirations of Cambodian citizens. It would also lead to a deeper
understanding of democracy and the role that Cambodian citizens can play to hold
the government accountable.
Knowledge on the National Budget, the budget cycle and trends in revenue and
expenditure rests only with a small number of specialists in government, the National Assembly, Senate and research institutions, and among development partners. Although a large number of laws and technical articles exist, there is no single
resource offering complete information about the budget and the budgetary process. This Guide aims to fill this gap and is intended to be a useful resource for
everyone directly or indirectly involved with the National Budget, including government officials, members of parliament, media professionals, university lecturers
and students, NGO staff, and all other Cambodian citizens. By using this Guide,
it is hoped that all these stakeholders will be able to find a space for themselves in
the budgetary process and to make their own contribution to a constructive debate
about the National Budget.
This Guide is structured as follows: Chapter 2 defines the National Budget, describes its importance and provides details on the different types of revenue and
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expenditure, on how the National Budget Law presents this information in its tables, and the ambitions government has for its National Budget as outlined in the
Public Financial Management Reform Program. Chapter 3 describes the different
stages of the budget cycle, the timelines, and the institutions involved in the process
and their activities. Chapter 4 gives an overview of trends in revenue and expenditure in the national budgets of 2000 to 2006, as well as trends in interest payments
and debt amortization for this period. Chapter 4 continues with an assessment of
the effect of the National Budget on poverty reduction and provides an overview
of issues related to decentralization and deconcentration (D&D) as well as issues
related to public debt. The final chapter of the Guide looks at current pertinent issues, such as access to budget-related information and anticipated future revenues
from the natural resources of oil, gas and mining.
Annex 1 contains a list of explanations of the key technical terns used in this
Guide. Annex 2 provides an overview of reading material and websites on the
Cambodian National Budget, on relevant laws and on other data, as well more
general information on public finance. Annex3 and Annex 4 provide tables giving
detailed data on trends in the National Budget from 2000 to 2006, as well as tables
giving detailed excerpts from the 2007 National Budget Law for those who would
like to have immediate access to some of the data available.
This Guide is part of the broader effort of the NGO Forum’s budget project which
aims to generate a constructive, and evidence based, dialogue between Civil Society
Organisations and the Executive and Legislative branches of the Royal Government. Suggestions and comments on this Guide, as well as requests for further
information can be sent to the NGO Forum’s budget project at the address printed
on the back of this Guide.
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2 THE NATIONAL BUDGET

2.1 What is the National Budget?
The national budget is a statement of government’s planned receipts and expenditures and allows the government to determine whether it has enough money coming in to meet its expenses. The national budget gives authority to the executive to
collect revenues and spend this in order to achieve government’s objectives such
as poverty reduction and economic development. The budget is the most potent
instrument of the government in carrying out its policies.
In Cambodia, the National Budget is prepared every year for implementation during the next calendar year (which coincides with the fiscal year). The National Budget is prepared by the government and needs to be approved by the National Assembly and the Senate before implementation. After receiving legislative approval,
the National Budget becomes law.
2.2 Importance of the National Budget
Budgeting is an integral part of society. In today’s busy and challenging world, we budget
our time, our food, our clothes and our entertainment, etc. In the case of limited resources or money, budgeting should help ensure that money is spent in an effective manner.
By using a budget, we can know in advance how much income we will be able to obtain,
and how much we can spend on certain priorities over a certain period of time.
In the same way, the government uses the National Budget as a planning tool for revenue mobilization and to determine expenditures to meet development needs. A well
prepared budget, one which reflects the country’s socioeconomic policy priorities,
will allow the government to achieve its poverty reduction and development goals.
In short, the budget of a country affects everyday lives and the future of whole society as a whole. Decisions on budgeting have an impact on all economic and social
activities, ranging from the place we live, the place we work, the means of transport
we use, the healthcare and education we can access, and the safety, sanitation and
Guide to the National Budget
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utilities we can enjoy.

2.3 Structure of the National Budget
In Cambodia, the National Budget is prepared for government operation during
the following fiscal year. The National Budget Law has three main parts:

• Revenues;
• Expenditures; and
• Deficit.
2.3.1 Revenue
The government raises revenue from various sources in order to fund government activities and development programs. These revenues are divided into current
revenues and capital revenues. In 2007, the government committed to collecting
domestic revenues to the total amount of CR3,282,173 million (US$797.6 million),
of which current revenues are CR3,252,173 million (US$790.3 million) and capital
revenues are CR30,000 million (US$7.2 million).
Tax and non-tax revenues make up current revenues. Tax revenues are those received from taxes on goods, service and international trade. Examples include
personal income tax, profit tax, excise on casinos, property tax, custom duties,
value-added tax (VAT), and tax on export of timber. In the 2007 Budget Law, the
government aims to collect tax revenues to the total amount of CR2,682,000 million (US$651.7 million). The target for non-tax revenues for 2007 is CR570,173
million (US$138.5 million). This includes revenues from renting and sale of public
property, mining concessions, public enterprise profits, privatization, passport and
visa fees, and administrative services.
Capital revenues include domestic capital revenues, mainly from financial investments, and capital revenues from external sources, which are made up of the
budget support fund, loans and grants1. In 2007, planned total capital revenue is
CR1,370,133 million (US$333 million), of which only 2.2 percent, or CR30,000
million (US$7.2 million) is domestic capital revenue. The rest is in loans and grants
from bilateral and multilateral development partners.
Compared with in other low-income countries, revenue collected by the Cambodian
government is very low, averaging only 6.8 percent of GDP during the 1995-2004
Article 7 of the 2007 Budget Law. Before 2007, capital revenues include revenues from the sale of
public properties/assets and privatization. However, in the 2007 Budget Law, these revenues are classified as current revenues.
1
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period (the average for low-income countries during this period amounted to 14.2
percent) (World Bank, 2007: 158). However, owing to the many reforms underway
to increase revenue collection, this increased to 10.4 percent in 2006 (IMF, 2007).
Further, one of the main objectives described in a Circular dated December 30,
2006 of the Ministry of Economy and Finance (MEF) was that the government
was committed to collecting revenue amounting to 10.92 percent of GDP in 2007.
Many measures are being set up in order to enforce revenue collection, mostly
concerning the role of the Customs and Excise Department in the collection of
tax revenue, and the collection of non-tax revenue by other institutions. Details on
government revenues can be found in Annex 3’s Table A (General Government
Revenues of the National Budget Law).

2.3.2 Expenditure
Government expenditure is separated into current expenditures and capital expenditures. In 2007, total government expenditure is planned at CR4,522,306 million
(US$1,099 million) (see Table 2.1).
Current expenditures refer to the funds used to keep services running on a daily
basis. This encompasses salaries of public officials, goods needed to provide services (such as medicines and schoolbooks) and other services. Other examples of
current expenditures include social or economic interventions, interest payments
and other unexpected expenditures. Current expenditure in 2007 is planned at
CR2,837,173 million (US$689.4 million), showing a nominal increase of 17.5 percent compared with the 2006 budget plan.
Capital expenditures include investment for future benefit, financing of investment projects, partnership funds and debt amortization Examples of capital expenditures include the construction of public infrastructure, such as roads, bridges,
electricity grids and telecommunication. In the Cambodian National Budget, the
maintenance of this public infrastructure is included in the capital budget. The
2007 Budget Law allocated CR1,685,133 million (US$409.5 million) for capital expenditure, a nominal increase of 20.4 percent compared with 2006.

2.3.3 Deficit
Deficit shows the difference between government domestic revenue (excluding
grants and loans)2 and total expenditure. If the government has more revenue then
expenditure, it is in surplus. On the other hand, if the government spends more
In the Budget Law, grants and loans are categorized as capital revenues from bilateral or multilateral
development partners.
2
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than it collects, there is a deficit. In Cambodia, as a developing economy, the latter
scenario is the reality: the government needs to borrow money from the domestic
or international capital market to cover this deficit. The Cambodian deficit is financed mostly by development partners, in the form of grants and loans. As shown
in Table 2.1 below, for 2007, the government expects to collect as current revenue a
little more than the expected current expenditure, causing a surplus current budget
at CR415,000 million (US$100.8 million). However, taking into account the capital budget, Cambodia will experience a deficit of CR1,240,133 million (US$301.3
million). This deficit is being financed by external sources – mostly development
partners, both bilateral and multilateral – in the form of loans and grants.

6
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When financing is in the form of loans, the government needs to pay interest, as well
as loan repayment in the future; this payment is a contractual obligation. This means
that the government must provide for paying interest on its debt and debt amortization before it budgets for other expenditures. It also means that, at some point in the
future, the amount of the loans, and not only their interest, will have to be repaid.

2.3.4 Presentation of the National Budget
One important feature of the Cambodian National Budget is its dual nature. This
means that current expenditure and capital expenditure are presented separately, as
outlined in the description of the different tables in the Budget Law. In the 2007
Budget Law, a first step has been made in terms of the presentation of the National
Budget, in the sense that a pilot test on program-based budgeting has been introduced. A program is formulated as a set of activities which intends to contribute
to an identifiable government objective and which has defined what the expected
results are and how these can be evaluated.
For the year 2007, this pilot is based on the implemented Priority Action Programs
(PAP), starting with the seven priority ministries. The fund for program budgeting
for 2007 is planned at CR396,225 million (US$96.2 million) or around 14 percent
of the total current budget. This total amount is distributed among the seven ministries and represents only a small amount of each ministry’s total budget to covers
its certain priority programs. Although individual programs are not included in the
tables of the 2007 Budget Law, an overview of the amounts involved has been
provided, as presented in Table 2.2 below.

Annex 2 of this Guide provides a detailed extract of some of the tables from the 2007
Budget Law. Box 2.1 provides a description of the six tables that are part of the National
Guide to the National Budget
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Budget Law. Table A provides details on state revenues; Table B gives an overview of
current expenditure; Tables C1, C2 and C3 look at capital expenditure; and Table D deals
with division of capital expenditure between central and provincial/city administrations.

Box 2.1: Description of Tables in the National Budget
 Table A describes in detail state revenue. It presents the total budget revenue
(both current and capital revenues, as well as revenues from domestic and external
sources). This table lists expected revenues according to group, chapter, account
and sub-account. The figures are presented in CR millions. In the 2007 Budget
Law, Table A consists of four pages.
 Table B describes state general expenditure. In this table (three pages), the budget
amount, both current and capital, is classified by type and separately by ministry
at aggregate level of central administration and provincial/municipality. It needs
to be noted that this table only provides information on current expenditure; columns for capital expenditures are empty.
 Tables C1 and C2 describes in detail the capital expenditure of the state’s general budget. These tables list all projects for the different ministries. All projects
are listed by project number, and the budget for each project is presented for the
next three years. Because this table gives detailed budget figures for all investment
projects, it consists of 14 pages. Table C1 presents figures in US$ (thousands) and
Table C2 gives the figures in CR (millions).
 Table C3 is entitled capital expenditure of the state’s general budget, program
credit3 and committed credit. This is a one-page summary of total capital investment for each ministry CR (millions). It also shows committed credit, which is
anticipated capital investment by donors. This committed credit budget is divided
into three different categories: i) ongoing, ii) agreed and iii) under negotiation.
 Table D describes capital expenditure of the state’s general budget, committed
credit and payment credit4.  This table presents the figures for capital expenditure
at the aggregate level in CR (millions). Vertically, this table separates the budget by
ministry and divides it into central and provincial/municipal administrations. Horizontally, it shows the budget for public investment separated by funding source,
domestic financing and external financing, divided further into committed credit
and payment credit. In the 2007 Budget Law, Table D is up of three pages.
Program credit is the total budget for capital investment (funded by both domestic sources and external
sources). Committed credit is the budget proposed for external funding from donors; this committed credit
is usually off-budget in operation.
4
Not all the proposed investment programs (committed credits) are expected to be approved. Payment
credit is the expected approved budget from the donors.
3
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2.4 Aims of the Cambodian National Budget: the PFMRP
In the foreword of the RGC’s Public Financial Management Reform Program
(PFMRP), which began in 2005, the Prime Minister states that: ‘Ultimately, our
mobilization, guardianship and deployment of public resources should, over time,
yield the best possible results for the benefit of the nation and all of its citizens,
especially the poor and vulnerable groups’ and thereby stresses the importance of
the National Budget for all Cambodian citizens. On its way to completion in 2015,
the stated aim of the reform program is to achieve a public financial management
system that will approach the highest standards, in the region and internationally.
To achieve this, the activities carried out by the government within the PFMRP
include working towards a budget which:

• Is realistic, which means that it is prepared and implemented as intended in a

predictable manner; government expenditures closely follow the allocations in
the budget approved by the National Assembly;

• Reflects the policy priorities of

the RGC which are outlined in the National
Strategic Development Plan (NSDP);

• Captures all fiscal transactions to which the RGC is legally entitled; and
• Operates in a system where external financial accountability and transpar-

ency arrangements are operating effectively (e.g. communities have regular access to information on budgets allocated to and funds received by service delivery units; an external audit covers all major public sector entities and conducts
a full financial audit).

Guide to the National Budget
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3 THE BUDGET CYCLE

T

he budget process is not just one event or document, but rather an ongoing
process from planning, to resource allocation, to enactment, to implementation, to monitoring of implementation and independent auditing. According to
the 1993 Law on Financial System and other applicable norms, the Ministry of
Economy and Finance (MEF) plays the leading role in budget formulation. However, other ministries, provincial offices, government agencies and institutions are
also involved at different stages, according to their roles and responsibilities.
According to the 2007 Budget Law, the calendar for budget preparation consists
of three steps: preparation of strategic plans; preparation of the budget; and adoption of the budget. However, a full budget cycle also includes implementation,
monitoring and control, as well as the final stage, which is the audit. The section
below describes the actors involved, their activities and the timeline for each stage:
i) preparation of strategic plans; ii) preparation of the budget; iii) adoption of the
budget; iv) budget implementation, monitoring and control; and v) auditing.
3.1 Strategic Plan Preparation (March to May)
This is the starting point of the annual budget process. MEF prepares a macroeconomic framework and the medium-term public financial policy, in line with the national policy framework. MEF takes into account analysis of the current economic
and financial situation and its future prospects for the short and medium terms, as
well as any macroeconomic constraints. The framework is submitted to the Council
of Ministers for approval.
After the Council of Ministers approves the above-mentioned macroeconomic
framework and the medium-term public financial policy, MEF issues a Circular as
guidance for all ministries and relevant government institutions to prepare their
strategic budget plan.
All ministries, government institutions and provincial departments prepare a strategic budget plan based on the guidelines provided by MEF and adjust the plan to
Guide to the National Budget
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their own vision, goals, objectives and priorities, which should align with sector
priorities and the NSDP
3.2 Preparation of the Budget (June to September)
At the beginning of June, MEF drafts another Guideline on technical procedures
for the preparation of sector budgets. This guideline must be adopted by the Council of Ministers by the first week of June. The Guideline is then sent to relevant
institutions so they can prepare a detailed budget. With this Guideline, all ministers,
directors of independent state institutions and provincial/municipal governors
prepare their detailed budgets, for both revenue and expenditure, and submit these
to MEF by July 15. MEF compiles and adds up all the revenues and expenditures
proposed in the detailed budgets.
The month of August is devoted to budgetary negotiations. Ministers from all line
ministries, directors of all independent state institutions and provincial/municipal
governors are invited by MEF to discuss and debate their budget proposals.
In September, after discussion and debate, MEF finalizes the balance of revenues
and expenditure to the appropriate level. Then a draft National Budget Law is pre-

12
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pared, together with an explanatory note.
3.3 Adoption of the Budget (October to December)
According to the 2007 Budget Law, during the first week of October the draft
budget is submitted to the Council of Ministers for approval. After checking and
endorsing the draft budget, the Council of Ministers submits it to the National
Assembly. Submission to the National Assembly must be done in the first week of
November.

In November, the National Assembly discusses, debates, proposes amendments if
necessary and finally adopts the budget before sending it to the Senate. Following
approval by the National Assembly, the adopted or amended draft Budget Law is
sent to the Senate for examination and recommendations. In the first week of December, the budget is submitted to the Senate. If the Senate gives its approval, the
draft Budget Law is sent directly to the King for promulgation. However, if the
Senate calls for modifications, the draft Budget Law is sent back to the National Assembly. The National Assembly then examines and decides to accept or reject all or
Guide to the National Budget
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some of the provisions or any terms that the Senate calls for. The process of sending back and forth the draft Budget Law between the National Assembly and the
Senate cannot exceed 10 days. After adoption of the law by the National Assembly
and the Senate, the King signs and promulgates the adopted Budget Law.
The calendar for budget preparation is very clear. On principle, if the law cannot be
passed, that for the management of the previous year is applicable. This means that
the new calendar does not propose a specific timeframe for ministers to revise the
draft law in case of a negative vote by the National Assembly.
3.4 Implementation, Monitoring and Control (January 1 to December 31)
After the National Budget is adopted as law, the government starts implementation.
Usually, all ministries and independent government institutions can start spending
the money from January of each year. There are different ways of getting the cash
disbursed for expenditures, depending on type. In general, expenditures in the ministry are grouped into three categories:

• Payroll (staff

salaries, pension funds and other expenditures related to staff).
For this category of expenditure, the ministry submits a proposal to the Civil
Service Secretariat for review before sending it to MEF for approval. After it is
approved, the document is sent to the National Bank of Cambodia (NBC) for
check issuance.

• Operating costs: The budget proposal is submitted by the line ministry directly to MEF for checking and approval. Then the NBC issues a check for
money disbursement.

• Direct expenditure: For this type of

expenditure, the money is paid directly
to the supplier of goods or services. This usually occurs through a bidding process, carried out by the line ministry based on MEF guidelines and procedures.
The result of the bidding is submitted to MEF for approval. As with other
types of expenditure, after it is approved, the document is sent to the NBC for
money disbursement.

After money is disbursed based on the procedures above, the line ministry/implementing agency will implement the activity, following MEF financial guidelines.
The MEF Department of Budget and Finance, the MEF Department of General
Inspectorate and the internal audit department within each public institution exercise internal control over public spending during implementation; line ministries
and other independent state institutions are the actual implementers of the National Budget.

14
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• The Department of

Budget and Finance distributes budgets to all ministries
and to other government institutions for implementation; it also monitors execution of revenues and expenditures according to the budget allocated to ministries, institutions and provinces/communes.

• The

Department of General Inspectorate conducts general inspections of
ministries and government institutions on expenditure operations and the accountability of public funds administrators. It also conducts inspections of all
financial operations of public institutions and state enterprises, etc. It conducts
investigation of claims and complaints made by citizens in connection with
economic management, and can file complaints to the court.

• The internal audit department within each institution, ministry and public en-

terprise independently examines and evaluates the effectiveness of the internal
control system. These departments ensure that reliable financial reporting is
carried out effectively, and that operations are in compliance with applicable
laws, regulations, policies and procedures, etc.

3.5 Budget Auditing
The National Audit Authority (NAA), an independent public entity, is responsible
for executing the external audit function of the government. The Auditor-General is empowered to conduct audits on accounting records, accounts, management
systems, operation controls and programs of government institutions in accordance with generally accepted auditing standards and the government’s auditing
standards5. The external audit includes the implementation of the following types
of audits:

• Audit on financial statements;
• Audit on the management of

credit projects financed by external sources;

• Audit on management systems and operations of

all institutions;

• Audit on evaluation, efficiency and effectiveness of

operations.

The audit process is guided by the Law on Audit of the Kingdom of Cambodia.
According to the law, the government is obliged to provide documents of settlement of the annual budget to the National Assembly and the Senate for examination and approval. These reports also need to be submitted to the NAA for auditing within nine months of the close of the financial year. The NAA prepares an
5

Article 1 of the Law on Audit of the Kingdom of Cambodia, March 3, 2000.
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auditing report and submits this to the National Assembly and the Senate. The
National Assembly concludes the auditing process by means of passing the budget
settlement law. In this way, conclusions are drawn concerning good or unsatisfactory budgetary implementation.
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4 TRENDS IN THE CAMBODIAN BUDGET

T

o guide the use of resources, the RGC has developed the NSDP, which covers
a five-year period. The current NSDP is for the period from 2006 to 2010. It is
to be implemented through the National Budget and the Public Investment Program,
which is expected to guide the RGC’s development efforts. The NSDP has been
characterized by the Prime Minister as ‘the blue print for further progress’ and ‘the
single all-encompassing document for the next five years’. It is known as the strategy
to achieve the Cambodian Millennium Development Goals (CMDGs), in which key
socioeconomic policy priorities are: eradication of extreme poverty and hunger, universal nine-year basic education, increased gender equality and the reduction of child
mortality. Many new policies and plans have been set out in order to achieve these
goals. However, to be meaningful, the new policies and sector-level plans have to be
linked to the budget, the most important instrument of the RGC in translating its
policies into action. Box 4.1 describes some of the difficulties faced by the National
Assembly and MEF when making decisions on public spending.

Box 4.1: Difficulties Faced by the RGC in Expenditure Allocation
The process of formulating the budget to translate policies into action and to meet desired
outcomes and goals is complex, and requires complex analysis. With limited resources,
the RGC needs to choose between investment in government administration, economic
sectors, (agriculture, transport, public works and rural development) and social sectors
(education, health, social protection and other social services).
As pointed out by the World Bank (2007), making recommendations as to what is the optimal allocation for government spending is difficult. One reason for this is that increases
in capital expenditure (building a road/school/hospital) can only be done properly if government has enough staff to implement the project, which means that additional recurrent
expenditure (wages/operational costs) may be necessary. Therefore, it is not immediately
clear whether capital expenditure has to be preferred over current expenditure. Another
issue is that spending on infrastructure is complementary to social expenditure. As such,
in order to improve enrolment rates in a particular district, it is possible that a rural road
may do more than building another school. Consequently, it is also not immediately clear
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what sectors need to receive priority to achieve a certain social objective.
Despite these difficulties, government and the National Assembly need to make decisions
on allocations every year. In order to make the best possible decisions, both government
and the National Assembly should have as much information as possible. Therefore, it
makes good economic sense to listen closely to citizens’ needs, through consultation with
the population and engagement with civil society organizations.

4.1 Trends in Revenue
The domestic revenue side of the budget is composed of current revenues and
capital revenues (see Section 2.3). For several years, domestic capital revenues have
been minimal. From 2000 to 2004, capital revenues contributed less than 2 percent
to total domestic revenues; the rest was contributed by current revenues. Sources
of domestic capital have included privatization, sale of immovable properties (e.g.
privatization of rubber plantations and sale of public land – in the 2007 Budget
Law, these revenues are classified as current revenues) and domestic borrowing.
The share of capital revenues jumped to 5.8 percent in 2005, owing largely to an increase in revenues from privatization (from CR9 billion (US$2.2 million) in 2004 to
CR133.6 billion (US$32.1 million). In 2006, capital revenues continued to increase,
to 11.6 percent of total domestic revenue, as a result of unexpected gains from the
Multilateral Debt Relief Initiative (MDRI)6.
However, these increases cannot be considered a significant change to the trend in

In January 2006, under the MDRI, the IMF erased the outstanding owed to the fund, valued at US$82
million.
6

18

Guide to the National Budget

revenue collection. By definition, increases in capital revenue are unstable, and vary
significantly from year to year. Furthermore, most of the time, capital revenues are
a one-time deal.
The current revenue for 2006 was at CR2,881.7 billion (US$701.7 million), reaching
9.8 percent of GDP. This showed an increase of 16.5 percent compared with 2005.
Revenue from tax was the main source of current revenue; this represented 78.8
percent of total current revenue in 2006, equal to 7.7 percent of GDP.
The government collects three different types of taxes:
1. Direct taxes, which are paid directly to the government, include payroll taxes,
profit taxes and land and property taxes. Direct taxes collected in 2006 were
worth CR331 billion (US$80.5 million), 162 percent of the budget plan. This had
increased at an impressive rate of 49 percent compared with the preceding year.
2. Indirect taxes have been a major source of tax revenues for several years. These
accounted for 57 percent of tax revenues in 2006 – 16 percent more than in
2005 – and 4.4 percent of GDP. Indirect taxes are paid to a second party,
who then passes them on to government. They include turnover tax, VAT
and excise duties on goods and services, such as import tariff on fuel, excise
on alcohol and cigarettes, etc. VAT alone accounted for 66.1 percent of total
indirect taxes in 2006.
3. I nternational trade taxes are composed of import and export duties and taxes.
In 2006, the government collected CR644.4 billion (US$80.5 million) in international trade taxes, 12.5 percent more than in 2005. However, its share of
GDP dropped slightly, from 2.2 percent to 2.1 percent, owing to rapid GDP
growth (at 10.8 percent at 2000 constant prices).
Non-tax revenue consists of revenues from fisheries, forestry, royalties, post and
telecommunications, visa fees, profits from banking, etc. In 2006, non-tax revenue
amounted to CR610.9 billion (US$148.7 million), 8.6 percent more than in 2005,
and represented 2.1 percent of GDP. Five major sources of non-tax revenue in
2006 were visa fees (CR95.3 billion/US$23.2 million), quota auctions and export
licenses (CR88.4 billion/US$21.5 million), post and telecommunications (CR83
billion/US$20.2 million), casinos (CR77 billion/US$18.7 million) and tourism
(CR59.2 billion/US$14.4 million).
Similar to tax revenues, non-tax revenues have increased every year since 2000. In
2000, non-tax revenue represented 25.2 percent of total domestic revenue; this rose
to 29.6 percent in 2003, but dropped to 21.2 percent in 2006.
In general, recent years have shown a great deal of progress in domestic current
revenue collection. The amount of revenue has grown substantially. In real terms,
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revenues collected in 2004 indicated a 22 percent increase compared with 2003.
This increase continued at 17 percent and 14 percent in 2005 and 2006, respectively.
However, when compared with GDP, this trend does not show significant improvement. The current revenue-to-GDP ratio has remained almost the same, fluctuating
around 9.5 and 10 percent, since 2000. In addition to being a result of governance
problems, this owes mainly to rapid growth in economic activities, including informal agriculture and garment industry, which are largely tax-exempt.
It is important to note that off-budget revenues are significant (World Bank and
IMF, 2005). These are mainly non-tax revenues collected by line ministries or institutions and used to finance their own institution. Capturing all these off-budget
revenues will surely increase current revenue-to-GDP ratios, as well as increasing
transparency. Incorporating off-budget revenues into the budget is seen in the action plan of the PFMRP. However, so far, progress has been slow, owing to lack of
cooperation from line ministries.
By 2009, the government aims to improve revenue collection to reach 12.5 percent
of GDP.
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4.2 Trends in Expenditure
As mentioned earlier, allocations should be guided by the NSDP, which aims ‘to
reduce poverty rapidly, and to achieve other CMDGs and socioeconomic development goals for the benefit of all Cambodians’. In order to achieve the stated objectives, government expenditure should be pro-poor, meaning that it should aim to
reduce poverty. Although exact definitions as to what expenditures in the budget
are pro-poor are not available, there is a general consensus that expenditures that
seek to stimulate small-scale agriculture, promote basic healthcare, support primary
and secondary education, improve access to drinking water and improve sanitation
fall into this category.
In order to operationalize the pro-poor concept, the RGC has identified seven
ministries as priority: i) Ministry of Education, Youth and Sports; ii) Ministry of
Health; iii) Ministry of Women’s Affairs; iv) Ministry of Agriculture, Forestry and
Fishery; v) Ministry of Rural Development; vi) Ministry of Land Management,
Urban Planning and Construction; and vii) Ministry of Justice. Granting these ministries the label of ‘priority’ raises the expectation that their budgets will be given
precedence over ‘non-priority’ areas. For instance, it is reasonable to expect that
budgets of priority ministries will receive first priority in case there is additional
money available from the National Budget.
The analysis presented below provides an overview of trends in government budgets, compares allocations to priority sectors versus non-priority sectors, and describes trends in allocations to individual priority sectors. However, it needs to be
noted here that an attempt to analyze the overall trend of government expenditure
(both current and capital) in different sectors is difficult, owing to lack of data on
budget implementation in capital expenditure. The reason for this is that there are
two sources of funding for capital expenditure: domestically financed public investment (implemented within the budget) and direct externally financed public investment (implemented directly by donors and, therefore, off-budget). The proportion
of direct external financing in the total capital budget is very high. In the Budget
Law, this represented 75.2 percent of total capital expenditure in 2004, and 72.9
percent in 2006. These major shares of capital spending are operated outside the
National Treasury. Currently, given the nature of this implementation, even MEF
itself has very limited data on this category. The problems associated with this large
amount of off-budget expenditure will be the subject of future work of the Budget
Project at the NGO Forum on Cambodia.

4.2.1 Current Expenditure (implemented budget)
Figure 4.3 below provides an overview of the actual current expenditure from
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2000 to 2006 in four broad categories: General Administration, Defense & Security, Priority Sectors, Other Sectors7  (non-priority). The figure shows that current
expenditure on Defense & Security as a share of total current expenditure dropped
significantly, from 37.2 percent to 21.9 percent. Current spending on General Administration (excluding Justice) decreased from 22.3 percent to 17.4 percent as a
share of total current expenditure. The share of the seven priority sectors increased
from 30.6 percent to 35.3 percent over the same period. However, at the same time,
current spending on all Other Sectors (non-priority) increased at an even faster rate
from 9.9 percent in 2000 to 25.4 percent in 2006.

As shown in the table in annex 4, Government current expenditure in 2006 amounted to CR1,937,583.7 million (US$471.7 million), which is a 65 percent increase relative to 2000. As shown in the same table, spending on key social sectors expanded
by 90 percent during the same period, however the priority ministries did not benefit from this equally, which can also be clearly seen in table 4.1 below.
Real current expenditure on Education increased by 90 percent between 2000 and
2006. As a share of total current expenditure, it increased by 4 percentage point,
The category of Other Sectors (non-priority) contains the following: Culture and Fine-Arts; Environment;
Information; The category of Other Sectors (non-priority) consists of: Labor and Vocational Training; Public Worship and Religion; Social Affairs, Labor & Vocational Training; Civil Aviation Secretariat; Commerce;
Industry, Mines and Energy; Posts and Telecommunications; Public Works and Transport; Tourism; Water
Resource and Meteorology; and all items grouped under the heading Miscellaneous.
7
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from 14.8 percent to 18.8 percent over this period.
Current expenditure in Health expanded by 109 percent between 2000 and 2006,
while its share in total current expenditure increased from 7.9 percent in 2000 to
11.3 percent in 2006. As an amount, it grew more than twofold, from CR92,828
million (US$23.8 million) in 2000 to CR219,123.3 million (US$53.3 million) in 2006.
Further it is worth noting that in 2006, health and education combined accounted
for 85 percent of all current expenditure in the seven priority sectors.
Current spending on Agriculture, Forestry & Fishery doubled between 2000 and
2006 and amounted to CR45,831.8 million (US$11.1 million) in 2006, expressed in
2000 constant prices. In 2006, current spending in Agriculture, Forestry & Fishery
represented 6.7 percent of current expenditure in the priority sector.
In 2006, current spending on Rural Development amounted to CR24,235.1 million (US$5.9 million) which is an increase of 228 percent compared to 2000. Its
share of total current expenditure on priority sectors was 1.3 percent in 2006.
Current expenditure on Justice has increased by 90 percent between 2000 and
2006. Expressed in constant 2000 prices, it was CR5,688.00 million (US$1.4 million) in 2000 and reached CR10,786.9 million (US$2.6 million) in 2006. However, as
a share of total current priority expenditure, it represents only 1.6 percent.
Between 2000 and 2006, current spending on Urbanization & Construction grew
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by 144 percent. Its current spending increased from CR4,252 million (US$1.1 million) in 2000 to CR10,369.8 million (US$2.5 million) in 2006. As a share of total
current priority expenditure, it represents only 1.5 percent.
It is surprising to see a negative trend in Women’s Affairs current spending. Between
2000 and 2006, Women’s Affairs current spending was severely cut, by 80 percent. It
was CR52,879 million (US$13.5) in 2000 but only CR10,703.7 million (US$2.6 million) in 2006 representing 1.6 percent of total current priority expenditure.

4.2.2 Capital Expenditure (Budget Law)
Capital expenditure is generally viewed as a main driver of development. There are
two sources of funding for capital expenditure: external financing and domestic
financing. External financing has been the main source, representing 75.2 percent
of total capital expenditure in 2004 and 72.9 percent in 2006. However, as mentioned earlier, at the level of ministries, we only have access to data on domestically
financed capital expenditure, and only from 2004 onward. As a result, we will analyze the trend of capital expenditure based on the Budget Law and not on budget
implementation (as in the current expenditure section, where data on budget implementation are available).
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Increasing capital expenditure with an emphasis on priority sectors is the aim of
the RGC’s pro-poor fiscal policy. Although there is an increase over the whole
2000-2006 period, a negative trend can be seen in Table 4.2 below where the share
of the capital budget for priority sectors has been decreasing since 2001, with an
exception in 2004.
The data in Table 4.2 below and annex 4 show clearly that there is no consistent
trend in budgeted capital expenditure in the priority sectors, although an increase
can be observed over the 2000-2006 period. For instance, the priority sectors were
allocated less money in both terms – total amount and as a share of total capital
expenditure – from 2001 to 2006. In 2001, the capital budget for priority sectors
was CR797,352 million (US$202.8), but this dropped to only CR476,131 million
(US$116 million) in 2006. Regarding total capital budget, it dropped by nearly 10
percentage point over this period, from 41.2 percent to only 32.5 percent.

4.3 Trends in Interest Payment and Debt Amortization
The trend in payment on interest and debt amortization is quite alarming. As illustrated in Table 4.3, the payment on interest increased by more than double in real
value, from CR20 billion (US$5.1 million) in 2000 to CR40.8 billion (US$9.9 million)
Guide to the National Budget
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in 2006. Debt amortization began in 2001 with CR4 billion (US$1 million). It grew
more than 10 times to CR45 billion (US$11 million) in 2006, accounting for 14.5
percent of total domestically financed capital expenditure. Given the current situation, where the volume of loans from both bilateral and multilateral development
partners keeps growing, this trend is likely to continue for years to come. This
should be seen as a concern for future government allocation of resources, since
payment of interest and debt amortization is the obligation of the government, and
other spending can only be allocated after this obligation is fulfilled. This means
that rising interest payments and debt amortization will restrict ability to meet other
development spending needs. However, in its debt analysis, the IMF concluded that
Cambodia’s debt is still sustainable (see Section 4.5 for more detail).

4.4 Decentralization and the Budget
Decentralization and deconcentration (D&D) has been viewed as an important tool
for pushing towards democratic government, in addition to promoting good governance and improving service delivery. The adoption of legislation in 2001 to replace
appointed local authorities with directly elected commune councils established a
mechanism for the direct participation of citizens in local governance and reinforced the principle of downwards accountability of government to citizens. Com-
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mune council elections in 2002 and 2007, and the gradual development of council
capacity, underscore the emergence of viable structures of sub-national governance.
However, managerial and financial empowerment of local authorities still has much
space for improvement towards a sustainable democratic governance system.
Article 146 of the Constitution provides a legal basis for sub-national administration, with the provision for the adoption of an organic law, which still remains to
be completed. The organic law is expected to delineate more clearly the roles and
relationships of the province, district and commune, to differentiate between rural
and urban governance structures, and to provide a legal basis for the allocation of
functions and revenue to sub-national units. Besides this, several other important
issues still need to be addressed adequately: the improvement of transparency and
accountability within local administrative mechanisms, the human resources of local administrations, commune revenue collection capacities and popular participation in local decision making, as well as in local development.
Currently, decentralization is implemented at commune level, supported by a wide
range of laws and regulations, such as the Law on the Administration and Management of Communes and the Law on the Election of Commune Councils. In
addition to political empowerment, the commune council is also provided with
limited decision-making authority on service delivery and some fiscal matters. The
commune is legally entitled to three main sources of revenue: own-source revenues,
funds transferred from central government and local contributions. Up to the present, legislation defining the powers of communes to generate own-source revenues
has not been adopted, and the commune budget has remained largely dependent
on funds transferred from central government. The average amount transferred
from central government to each commune was CR48 million (US$11,700) in 2006
(Sieng, 2006: 12). In 2007, direct financing of commune councils through the Commune Sangkat Fund amounted to approximately 2.6% of the budget. Without practical policies, communes are still unlikely to generate much revenue, as they can be
subject to the will of their superiors, the district and provincial authorities.
Commune capacity to carry out fiscal duties is also a concern. With limited human
resources capacity and economic potential in the community, only a small percentage of communes are confident to stand alone, without support from central government. A clear fiscal framework, technical assistance and capacity building for
commune staff are crucial for the system to be operational.

4.5 Public Debt
The Cambodian economy has been enjoying double-digit growth in recent years.
However, government-collected revenue remained low compared with its spending,
causing a large budget deficit every year. As a result, the budget remained heavily reGuide to the National Budget
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liant on external financing in both grants and loans, increasing the country’s debt.
According to the IMF (2006), Cambodia’s national debt has already reached
US$3,391 million (CR13,926.8 billion). External debt represented US$3,182 million (CR13,068.4 billion), or 94 percent, and domestic debt was US$210 million
(CR862.4 billion). This amount of debt is already equal to 54 percent of GDP.

Around 34 percent of external debt is owed to the multilateral creditors, namely
the Asian Development Bank (ADB), the IMF and the World Bank. The US and
the Russian Federation are the two largest creditors, covering around 64 percent of
the total Cambodian external debt. Currently, the RGC is not servicing its debt, and
has been in negotiations with these two nations through the Paris Club Framework
Agreement to restructure the debt. Negotiations with the US have been mainly
about the amount of principle. The two parties have now reached agreement on
the total amount of principal due, at US$162 million (CR665.3 billion). With the
Russian Federation, negotiations have dealt with the exchange rate between the
Russian ruble and the US dollar. So far, Russia has agreed to reduce 70 percent of
the debt, from US$1.52 billion (CR6,242.6 billion) to US$457 million (CR1,876.9
billion). With this result, as IMF (2007) tells us, the total Cambodian external public
debt was reduced to US$2.25 billion (CR9,258.7 billion) or 31 percent of GDP.
This ratio is projected to decline further in 2007.
Based on analysis, the IMF and the International Development Association (IDA)
of the World Bank (2007) concluded that Cambodia’s debt situation remained on a
sustainable path. In its 2006 Article IV Report, the IMF concluded that Cambodia’s
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debt was at high risk of distress. Risk was reduced to moderate this year, owing to
higher-than-expected GDP growth and continued large-scale concessional financing from both traditional and new development partners, used to justify reduction
of risk of debt distress.
Recently, Cambodia received a B+ sovereign credit rating by Standard and Poor’s
and a B2 from Moody’s. According to the 2007 IMF Staff Report, this could provide an opportunity for commercial borrowing. However, the IMF also warns that
debt sustainability would be at greater risk if the RGC borrowed at commercial
terms.
As indicated, the RGC is not yet servicing its debt to the two major creditors. However, if we look at budget implementation, we can see that external debt amortization began in 2001, and has been growing at a very fast pace. Debt amortization
increased nearly 13-fold, from CR4 billion (US$1 million) in 2001 to CR55.2 billion
(US$13.4 million) in 2006; interest payments also rose over this period, from CR22
billion (US$5.6 million) to CR50 billion (US$12.1 million).
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5 PERTINENT ISSUES

5.1 Access to Information on the Budget
Access to information on the National Budget is crucial for the development of
Cambodia as a democratic country. With better access to budgetary information,
citizens will be able to participate more, for instance in monitoring budget implementation, and thus hold the government accountable and enhance government
effort in promoting economic growth, social development and good governance.
The RGC has recognized the essential character of access to budget information
and has made a commitment to improving availability of budget information. Under
the PFMRP, monthly up-to-date reports on the progress of budget implementation,
including a comprehensive mid-year review, have to be publicized. In addition, the
program indicates that reports from the NAA will be disclosed to the public.
However, the PFMRP does not provide a clear timeframe as to when these commitments will be achieved. Currently, access to information and communication is still
limited, as is the level of detail provided on the National Budget. The RGC produces and documents various kinds of budget-related information, but not all of
this is available to the public. Documents that contain budget information and are
known to be publicly available are the National Budget Law and the Budget Settlement Law. These two documents only became public after they were promulgated
by the King. Below we see a description of the different budget-related documents
that are publicly available, who is involved in the production, and where they can
be obtained8.

5.1.1 Budget Documents that are Publicly Available
The National Budget Law is the most important document containing budget
information released to the public. In Cambodia, the National Budget Law is prepared for the state’s financial management in the coming year. In addition to figures
showing the amount planned for revenue mobilization and budget expenditure al8

All publicly available documents can be collected from the Budget Project at the NGO Forum on Cambodia.
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located for each sector, the law also contains explanatory notes, the drafting context
and any amendment or new article of the Financial Law of 1993.
The Budget Law is prepared by MEF, approved by the Council of Ministers, passed
by the National Assembly, adopted by the Senate and promulgated by the King.
Once it has been promulgated (towards the end of December each year), it becomes a public document and is available at i) the National Library; ii) the Senate
Library; and iii) the National Assembly Library.
Budget management documents are prepared by MEF for the purpose of state
budget management. MEF publishes four types of budget document:

• Budget Management: In addition to the Budget Law, this document provides

a macroeconomic overview and various guidelines and procedures for budget
implementation.
• State Budget for Management of the ‘Central Government’: provides a
detailed plan for revenue mobilization and expenditure separately for each ministry, government authority and institution of the central government.
• State Budget for Management of ‘Line Departments and Institutions at
Provincial/Municipal Level’: Detailed information on revenue and expenditure of provincial line departments of each ministry/authority is presented in
this document.
• Province and Municipality Budget for Management: This document provides information on budgeted revenues and expenditures for each province.
It also contains the MEF Prakas (Ministerial Order), in which each person/department responsible for implementing the budget is identified.
Within MEF, the Department of Budget can provide copies of the budget management documents about three months after the promulgation of the law. These
documents should be available at the Department of Budget in March/April.
The Monthly Bulletin of Statistics is published by MEF. This aims to disseminate to the public statistical information on various economic areas, and includes
the Table of State Financial Operations (TOFE), describing actual implementation
of capital and current revenues and expenditures of the state. However, data are
aggregated and there is no breakdown by ministry available.
The Monthly Bulletin of Statistics is produced by MEF two weeks after the reporting period has ended and should be on the website soon after that. The Bulletin can
be found at http://www.mef.gov.kh in the ‘publications’ section.
The Budget Settlement Law describes actual revenues generated and real expenditure in the previous fiscal year in comparison with the original proposals.
However, the law does not explain the enacted level and the actual outcomes of the
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expenditure and how the money is spent. The Budget Settlement Law is prepared
by MEF, approved by the Council of Ministers, passed by the National Assembly,
adopted by the Senate and promulgated by the King.
Now, in 2007, the latest Budget Settlement Law publicly available is from 2004.
Once the Budget Settlement Law has been promulgated (April 24, 2004 in this
case), it becomes a public document and is available at i) the National Library; ii)
the Senate Library; and iii) the National Assembly Library.

5.1.2 Budget Documents that are not Publicly Available
A number of budget-related documents in Cambodia are produced but not made
publicly available. These documents include:
The First Budget Circular gives macroeconomic aggregates that provide revenue
projections and estimates of resources available for the forthcoming year. This is
produced by MEF in May/June.
Monthly figures on budget implementation provide detailed information on
state revenues and expenditure by ministry/institution, by MEF.
The mid-year review provides an overview of the differences between planned
and actual expenditures during the year and should include remedial action if the
implementation plan is threatened, for example, by revenue flows underperforming or the arising of an unexpected need for additional expenditure. The mid-year
review is carried out by MEF in July.
National audit reports are produced by the NAA every year, but only submitted
to the National Assembly and the government. The report is perceived as secret
and not suitable for public disclosure.
5.2 Emerging Sources of Revenue
The recent exploration of oil and gas in Cambodia’s territorial sea and indications of
abundant mineral resources in the eastern and northern parts of the country make it
highly likely that Cambodia will turn into a small oil-producing and mining country,
raising a substantial amount of its revenues from these extractive industries.

5.2.1 Oil and Gas
At the time of writing, estimates of the amount of oil that could be commercially
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exploited are unclear, as are estimates of the timing and size of expected revenues
for the RGC. It is certain, however, that inflows will be substantial compared with
the current (2007) National Budget Law and the latest scenario provided in the
2007 IMF Staff Report, which states that the RGC may receive an income of up to
US$1.7 billion in 2021, increasing from US$174 million in 2011. From these figures,
it is clear that there will be a substantial impact, given that government revenue in
2006 amounted to almost US$710 million.
These revenues should also come from the companies that currently have exploration licenses for the six offshore blocks. Of these companies, the consortium led by
Chevron is at the most advanced stage, and is expected to make an announcement on
the amount of recoverable oil in Block A towards the end of 2007. Other consortia
that have been granted exploration licenses by the Cambodian National Petroleum
Authority include the following consortia leaders: MEDCO (Indonesia), Petrotech
(China), Singapore Petroleum Company, PTTEP (Thailand), Polytech (China) and
CNOOC (China). Besides these six undisputed offshore blocks, the four blocks
in the Overlapping Claims Area between Thailand and Cambodia are expected to
generate even more revenues once negotiations have paved the way for exploration
and exploitation by different oil companies. Further revenues are expected from
some of the potential onshore sites in Cambodia, however there is currently little
information available concerning locations and companies involved.

5.2.2 Mining
In addition to oil and gas, Cambodia has huge reserves of minerals and ore, which
can be exploited in the near future. It has been seen that there are about 2.5-4.8
million tons of iron ore in the northern part of the country, and another 5.2 million tons in Kampong Thom province. Moreover, there are about 120,000 tons of
manganese ore in Kampong Thom alone9. Besides this, the northeastern part of
Cambodia, particularly Mondolkiri and Ratanakiri provinces, are believed to have
significant reserves of gold, copper and bauxite.  At present at least 6 international
companies have large area exploration licenses, all at different stages of exploration. BHP Billiton, with its one hundred thousand hectare bauxite concession,
expects to reveal its initial exploration findings by mid-2008.
In similar ways to oil and gas, mineral exploitation will generate large amounts of
revenue for the RGC through royalties and taxes. Yet, it is not possible to estimate
at this stage how much revenue the RGC will receive. However, many predict that
revenue from mining will be substantial, and likely to last for a longer period of
time (30 years +) than oil (~ 15 years).

9
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5.2.3 Implications of Revenues from Extractive Industries
From these estimates and assumptions, prospective government revenue from the
so-called Extractive Industries (EIs) is significant, and could represent a major new
source of revenue for the state which, if properly managed, could assist the government greatly with developing the country effectively. Figure 5.1 shows income
generated by EIs, which will be a new source of government revenue – the supply
side of the National Budget. The development program, which should have a direct impact on people’s livelihood, particularly the poor, and the economy, can be
seen as the demand side. The way to ensure that EI revenue has an impact on the
poor is in the use of the National Budget. Therefore, if this potentially huge government budget is spent appropriately, to respond to the most needy sectors and
public investments, it will result in speedy economic development of the country
and effectively contribute to achieving Cambodia’s development goals as set out in
the NSDP, including the CMDGs10.

If the latter can be achieved, oil, gas and mining in Cambodia can be called a
resource blessing. However, international experience highlights the risk of the ‘resource curse’, which is most likely to take place in a country whose revenue from
natural resource exploitation is very big compared with its economy. The resource
curse may have several features, such as corruption and rent-seeking, which divert
EI income from government revenue, worsen income inequality, and exacerbate
poverty, undermining political stability owing to resource mismanagement. One
way to avoid the resource curse is to implement the Extractive Industries Transparency Initiative (EITI), which aims to increase transparency in transactions between
governments and companies in EIs. The RGC is currently studying the EITI by
means of a specialized working group. This working group is expected to make recommendations regarding the formal endorsement of EITI by the middle of 2008.
Because income from extractive industries will not last forever, it is important to
invest (or save) resources wisely so that future generations will also benefit. There
10

Cambodia Millennium Development Goals
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is a wealth of available international experience on managing revenues from nonrenewable natural resources (like oil, gas and mining). The RGC, the National Assembly and representatives of civil society should, with the support of development partners, hold an open discussion on how to use this revenue efficiently to
develop the country effectively, to avoid the resource curse and to maximize the
resource blessing.
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ANNEX 1 Glossary of Terms

Amortization: Debt amortization is the periodic amount that needs to be repaid
on a loan.
Budget: An estimate of the annual revenue and receipts and the determined
amount of expenditure and other payments by the government, approved by the
National Assembly.
Capital revenue: Revenue from the sale of non-financial capital assets, such as
land, non-material assets, commodity reserves and other items, the life of which is
more than one year.
Committed credit: Term used in the Cambodia National Budget Law to indicate
that this budget is proposed for external funding from donors; this committed
credit is usually off-budget in operation.
Decentralization & Deconcentration: The process where certain rights responsibilities and the resources are transferred from the national level of government
to democratically elected commune councils and where public services are increasingly delivered by at the sub-national level.
Deficit: The amount expenditure exceeds revenue in a given period.
Direct tax: Tax that is imposed immediately upon the taxpayer, such as tax on
profits, income tax, tax on gifts and inheritances.
Fiscal year: A period of 12 months for which the state plans revenue and
expenditure. In Cambodia, this is the same as the calendar year (January 1 to
December 31).
Gross domestic product (GDP): The total value of all goods and services produced in a country during a single calendar year.
Grant: A fixed amount of funds provided by the government to local government
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units (districts, communes and cities) according to measured fiscal inequality. The
right can be claimed only by those local units that have below-average fiscal capacity, i.e., those that cannot cover the required budgetary spending with their own
revenue.
Indirect tax: Tax on goods and services that is collected indirectly, via an agent
such as an importer, producer or shop; examples are VAT, excise, customs duty,
turnover tax.
Payment credit: Term used in Term used in the Cambodia National Budget Law
describing the expected approved budget from the donors. Not all proposed investment programs (committed credits) are expected to be approved.
Program credit: Term used in Term used in the Cambodia National Budget Law
describing the total budget for capital investment (funded by both domestic sources
and external sources).
Public debt: The total indebtedness of the country to home or foreign creditors at
a given moment. This represents the cumulative deficit of all levels of the budget in
which the state collects and spends resources (the National Budget, the local units’
budget, the budget of the extra-budgetary funds).
Public sector: That part of the national economy that in the widest sense comprehends all levels of government, the welfare system and public corporations.
Revenue: Money collected by the state. This includes taxes, fees and charges for
various services, and income from the sale of state-owned capital assets.
Surplus: Excess of revenue over expenditure in a given period.
Tax: A kind of public revenue which is manifested as a forced payment to the state
without there being any counter-benefit.
Treasury: The system of budgetary and financial management of government revenue, expenditure and the public debt. This includes the planning, execution and
supervision and use of the resources of the budget.
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ANNEX 2 Further Reading and Useful Links

Reading materials11

1B
 udget Law Series (1999 onwards)

The Budget Law presents expected revenues and expenditures for the new fiscal
year and the expected trend of capital expenditure for the next two years. It also
captures actual expenditure and revenues from the previous fiscal year. Budget Laws
should be available to the public at the beginning of the new fiscal year (January) at
the National Library or the libraries from the National Assembly and Senate.

2 Budget Settlement Law Series (1997-2004)

The Budget Settlement Law provides an overview of the budgeted expenditures
(as in the Budget Law) and compares this with actual expenditure. It further gives
provides information on additional funds spent in a particular fiscal year. It should
be noted that the Budget Settlement Law does not provide information how the
money is spent and what outcomes have been achieved. Although the Budget Settlement Law should be prepared and made available to the public nine months after
the ending of the fiscal year, this is not current practice. At the time of writing
this Guide, the Cambodian Budget Settlement Law is three years behind. Like the
Budget Law, the Budget Settlement Law is available at the National Library or the
libraries from the National Assembly and Senate.

3 Analysis of the 2007 Budget Law

The analysis assesses Government planned expenditures and compares this with
previous Budget Laws and actual expenditure in both priority sectors and non-priAll reading materials and future updates are available at the Buget Project of the NGO Forum on Cambodia (please see contact details at the back of this Guide)
11
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ority sectors. The Analysis of the 2007 Budget Law is published in the Cambodia
Development Watch (Year III, No.1), available at the website of the NGO Forum
on Cambodia: http://www.ngoforum.org.kh/Development/Docs/doc.htm

4 Constitution of the Kingdom of Cambodia.

The constitution of the Kingdom of Cambodia can be accessed in the in the libraries mentioned under 1 and 2, as well as on http://www.cambodia.gov.kh

5 Law on Audit of the Kingdom of Cambodia.

The law on audit can be accessed in the in the libraries mentioned under 1 and 2, it
can be obtained at the National Audit Authority.

6 Law on Financial System of the Kingdom of Cambodia.

The law on Financial System can be accessed in the in the libraries mentioned under
1 and 2.

7 Cambodian National Strategic Development Plan (NSDP) 2006-210.

The NSDP is the single, overarching, guiding and reference document of the RGC
and the “blue print for further progress” in building a new Cambodia (Samdech
Prime Minister Hun Sen). Government and external development partners are expected to strictly adhere to the priorities set out in the NSDP. The plan can be downloaded from the web-site of the Ministry of Planning: http://www.mop.gov.kh/

Useful Links

1 NGO Forum on Cambodia

http://www.ngoforum.org.kh
The Development Issues Section accommodates various updated development
documents, such as the Position Papers to the Cambodia Development Cooperation Forum (CDCF), the NGO statement to the CDCF and Cambodia Development Watch, which also contains articles on the budget and other developmentrelated issues.
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2 Economic Institute of Cambodia

http://www.eicambodia.org
This publication section of the web-site offers mostly economics-related materials,
also including articles on the budget.

3 Ministry of Economy and Finance

http://www.mef.gov.kh/
The Monthly Bulletin of Statistics is published every month by the Economic and
Public Finance Policy Department of MEF in order to disseminate to the public
statistical information on various economics issues. The Monthly Bulletin of Statistics in available in both Khmer and English. Audiences can view the document in
both languages at the same time in PDF format.

4 International Budget Project (IBP)

http://www.internationalbudget.org/
The IBP website contains a number of resources that can help groups learn more
about applied budget work and connect with other civil society budget groups in
developing and transitional countries. These resources include a comprehensive
library, information and contact details for many of the budget groups the IBP
works with, an extensive resource section, and information about the IBP’s international events. The IBP also publishes a bi-monthly newsletter.

5 A Guide to Budget Work for NGOs

http://www.internationalbudget.org/resources/guide/index.htm
The Guide to Budget Work was the predecessor to this Guide on revenue work. It
provides information on the principles and practices of applied budget work and
an extensive list of resources for further information.

6 Case Studies of Six Established Budget Groups

http://www.internationalbudget.org/casestudies.htm
The IBP and the Institute for Development Studies conducted an extensive study
of the impact of applied budget work in six countries: Brazil, Croatia, India, Mexico, South Africa and Uganda. The study concludes that the budget groups in these
countries have had a significant impact in a number of areas, including enhancing
budget transparency, increasing resources for pro-poor programs, and improving
how these resources are used.
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7 Open Budget Questionnaire

http://www.openbudgetindex.org
The IBP’s Open Budget Questionnaire was developed to evaluate public access
to budget information and the openness of the budget process from the perspective of civil society organizations. It focuses mainly on the expenditure side of the
budget. There are, however, several questions that provide information on how
revenues fit into the budget process.

8 IBP Electronic Library

http://ibp.forumone.com/resources/library/index.php
IBP’s electronic library contains links to reports, studies and other documents on
budget-related issues available online. It includes a section on ‘Taxation and Revenue Issues’.

9 Extractive Industries Transparency Initiative (EITI)

http://www.eitransparency.org/
The EITI is led by the UK Department for International Development (DFID), in
cooperation with the IMF and the World Bank. EITI aims to increase transparency
in transactions between governments and companies in the extractive industries.
EITI’s website provides background information on the initiative, a description of
the EITI principles, and information on the governments, companies and NGOs
participating in the initiative.

10 Publish What You Pay (PWYP)

http://www.publishwhatyoupay.org/
PWYP is a coalition of over 300 NGOs working to improve transparency in the
extractive industries. The coalition calls for mandatory disclosure of the payments
made by oil, gas and mining companies to governments. The website outlines
the objectives of the coalition and offers resources for groups wanting to get involved.

11 Revenue Watch Institute (RWI)

http://www.revenuewatch.org/
The RWI works with civil society, media and policymakers in resource-dependent
countries to improve democratic accountability. It seeks to equip citizens with the
information, training, networks and funding they need to become more effective
monitors of government revenues and expenditures.
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ANNEX 4 Tables on Current and Capital Expenditures 2000-’06
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This Guide is a joint production of the NGO Forum on
Cambodia and the Economic Institute of Cambodia

Comments, suggestions on this Guide or requests for more information can be addressed to the NGO Forum Budget Project at:

The NGO Forum on Cambodia
9-11 Street 476, Toul Tompong, P.O. Box 2295, Phnom Penh 3, Cambodia.
Tel: (855) 23 - 214 429 - Fax: (855) 23 - 994 063
E-mail: ngoforum@ngoforum.org.kh - http://www.ngoforum.org.kh

