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Executive summary

The Social Protection Expenditure and Performaneddw (SPER) presented in this report was
carried out under the EU-funded ILO project “Impray Social Protection and Promoting
Employment Policies in Cambodia” during 2010 and20SPER is a diagnostic tool developed
by the ILO that aims to establish a comprehensienaew of a country’s social protection
system. It comprises an assessment of the courtdeyisographic, economic, and labour market
context, and of the main social protection schemdsrms of coverage, expenditure and benefit
levels. The main objectives of the exercise araggess system financing, to identify coverage
gaps, and to discuss policy issues for considerdyonational policy-makers.

Cambodia’s population is estimated at 13.4 millaccording to the last population survey
undertaken in 2008. With a median age of only 24.@008, the population of Cambodia is
young on average. Children aged under 15 repredsnit 34 per cent of the total population,
whereas the elderly aged 65 or above make up fgradiout 4 per cent. The total fertility rate is
still high at 3.1, although it shows a decreasmegd; the population growth rate is estimated at
1.5 per cent per annum. At 62.5 years on averdgesXpectancy at birth is relatively low, mainly
due to high child and infant mortality rates. Thajonity (80 per cent) of Cambodia’s population
still live in rural areas, while only 20 per cemg airban dwellers.

With a high labour market participation rate of ab@8 per cent among the population aged 15
and above, Cambodia’s economically active populaiin2008 was estimated at approximately
seven million persons. Total employment that yeas @stimated at 6.8 million persons, including
about 2.9 million unpaid family workers. Among tB® million paid workers in 2008, about 1.2
million were paid employees, whereas the remairing million were self-employed or own-
account workers. Despite an increasing trend imébsector employment, a high share of
employment remains informal, with workers uncovebgdsocial protection provisions. The share
of employees in the formal economy is estimated7aper cent of total employment including
public administration and defence. Given the steaxjyansion of formal types of employment,
there is a window of opportunity for the extensafnsocial security through employment-based
social insurance provisions. Nevertheless, sincel@yment formalization is a slow and gradual
process, informal types of employment will persasid there is also a need to extend social
protection provisions for informal workers throuigingeted or universal benefits.

Cambodia’s economy has witnessed a sustained ampanser the past decade. Real GDP
expanded during 2002—-2010 at approximately 8 pet per annum. The main drivers of growth
were foreign direct investment, a young and fastgng labour force, and emerging
industrialization in the garment and footwear irtdas. Output in agriculture also expanded due
to the increasing employment engaged in agricultnheereas the services sector benefited from a
steady increase in tourist arrivals. The averadeevadded per worker increased by about 5 per
cent per annum in real terms over the period 199882 The ongoing increase in labour
productivity is expected to result in higher wagesproved livelihoods and an enlarged national
tax base. Productivity increases in agriculturd Widlp to improve the livelihoods of the rural
workforce and accelerate poverty alleviation amdmg rural poor. Higher wages overall will
increase the capacity of workers and employeesatticjpate in contributory social security
systems.

Fiscal revenue collection has improved markedlyrowe past decade, with total revenues
collected reaching 12.3 per cent of GDP in 2010mam&d to less than 10 per cent in 2000. Along
with sustained economic expansion, new fiscal spaagpening up, creating opportunities for
new government projects, including those aiminthatexpansion of the social protection system.

Xiii



The planned costing of priority interventions awtdd in the National Social Protection Strategy
for the Poor and Vulnerable (NSPS) is expectedeate a sound basis for resource-based policy
planning with regard to the extension of sociat@cton programmes.

In governance, the ongoing reform process of deakzdtion and deconcentration (D&D), which

aims at strengthening local governance and publicice delivery, is creating new perspectives
for the delivery of social protection benefits dietcommunity level. The strengthened

administrations at subnational level could be imsental in the future for the delivery of a

comprehensive package of social protection benéfisvever, any novel approaches will need to
be carefully designed and piloted first before tloeyn be mainstreamed on a national scale.
Overall, an efficient and effective public adminggion system is a key requirement for the
functioning of a comprehensive social protectiostem. Further efforts aimed at developing
administrative capacities and strengthening natisoeial protection agencies will be required in

the future.

Despite ongoing achievements in poverty alleviagtimany Cambodians are still poor or live in
precarious livelihood conditions, particularly imral areas. Rural populations engaged in
subsistence agriculture are often highly vulnerableclimatic shocks, including droughts and
flooding. Other factors contributing to the vulnaiy of Cambodians include high levels of
poor maternal and child health and nutrition, hggasonal unemployment, income insecurity,
health shocks and poor education. Hence the newdims for social protection provisions that
cater to basic needs, including food and incomerggc emergency aid, access to basic primary
health care, and child support. The identificatminthe poor, largely achieved in Cambodia
through the ID-Poor project, allows for targeteaiabprotection measures benefiting the poor.
The benefits of targeted interventions have beenodestrated by the successful implementation
of health equity funds that currently ensure acte$msic health care for the majority of the poor.

Cambodia’s health status is among the poorest inthSeast Asia. A heavy burden of
communicable diseases and high child and materaoghiity rates still affects many Cambodians
caught in a vicious cycle of ill health, debt andverty that is delaying the country’'s
development. Although progress has been achievetrémgthening the national health system
and improving access to health care for the pamrticued efforts are required to further improve
the access to quality health-care services angtbiection of households against catastrophic
health expenditures. Household out-of-pocket spentbr health remains high, at an estimated
55 per cent of total national health expenditutatifermore, a high percentage thereof (67%) is
spent outside the public health system. Total natidealth expenditure in the year 2010 is
estimated at US$848 million, representing 7.1 et of GDP, and an amount per capita of about
US$61.

The main social protection provisions and prograsi@® currently existing in Cambodia have
been reviewed based on scope and relevance ioretatthe NSPS; they include the following:

» Statutory provisions, adopted in accordance withftindamental rights to social protection
enshrined by the Constitution of Cambodia, andutdied in the following laws: the Labour
Law, the Law on the Common Statute of Civil Sergatthe Law on War Veterans, the Law
on Pensions for Members of the Armed Forces, the dla Suppression of Trafficking, and
the National Disability Law.

» The National Social Security Fund for Civil SenaffNSSFC), providing social security
benefits to around 175,000 civil servants and tartfamily dependants. Benefits provided
include maternity and sickness cash benefits, alrgmant, employment injury benefits, and
pensions. In the year 2009, a total of 67,500 penisenefits were disbursed including 28,000
retirement pensions. Total benefit expenditured@2amounted to US$22.7 million.
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» The National Fund for Veterans (NFV), established2010 and providing social security
benefits to members of the armed forces and thenatpolice. The scheme also provides
pensions to persons qualifying as war veteransal Ta@nefit expenditure in the year 2010 is
estimated at about US$19.5 million.

» The National Social Security Fund (NSSF), establisin 2008 to administer social security
benefits for private-sector workers as stipulatgdhe social security law, 2002. So far only
the employment injury branch has been implemerdedering about 600,000 workers mainly
in the garment and footwear industries. Total biemejoenditure in 2010 amounted to about
US$0.6 million. Other statutory social protectioroyisions for private-sector workers are
stipulated by the Labour Law (1997), including psick- and maternity leave, and severance
pay for employees dismissed by their employer.

» Social health expenditure, comprising supply-sidbesglies to hospitals as funded from the
national budget and through ODA grants, and densahel-social health protection schemes
including the fee-waiver scheme for the poor, tlecher scheme for maternal health, the
health equity funds for the poor, and the commubéaged social health insurance schemes.
Total social health expenditure for the year 20a6luding administration costs, is estimated
at about US$385 million, including about $4.6 roitlispent by health equity funds and $1.2
million by community-based health insurance (CBstlhemes.

» Social assistance or welfare services as providethé® Government of Cambodia through
different line ministries, mainly the Ministry of o8ial Welfare, Veterans, and Youth
Rehabilitation (MOSVY), which provides support tigpbans, the disabled, the elderly and the
poor. The Ministry of Education, Youth, and SpdMQEYS) runs a scholarship programme
to support poor students. Other benefits providezlude emergency food assistance as
coordinated through the National Committee for Biea Management (NCDM), and
vocational training through the Ministry of Labcamd Vocational Training (MOLVT).

» Social protection benefits, as also provided urdtaror-funded programmes, including the
WFP-supported school feeding programme, under wbatiool meals are served and take-
home rations are provided to school children. Otinégrventions comprise public works
programmes implemented under the Rural Investmemt bBocal Governance Project
(RILGP), and the ADB-funded Emergency Food Assistafroject (EFAP). Total social
expenditure under all ODA- and NGO-funded programnmethe year 2010 is estimated at
US$68 million.

Total social expenditure in the year 2010, inclgdidDA-funded programmes and subsidies for
the health sector, is estimated at about US$63Homilan amount equivalent to 5.5 per cent of
GDP. Social spending on health accounted for ab0yter cent of total social expenditure.

Overall, the social protection system in Cambodiadlatively fragmented and there is little
coordination between the different stakeholderse @doption of the NSPS is a positive step
towards a more coherent and coordinated natior@élsprotection system. The overall coverage
of the social protection system is currently stitomplete, and there are few statutory provisions
apart from those benefiting public-sector workdtss recommended that efforts be continued
towards the development of a more institutionaliagdtem. This, however, will require the
further strengthening of institutional capacity,rtgaularly at the national social protection
agencies, including the social security funds @ageto workers employed in the formal economy.
Along with the development of social security psons in the formal sector, there is a need to
pursue policies and programmes that relieve trghpbf the most needy, the poor and the most
vulnerable. The introduction of basic social pratet provisions for all, as promoted under the
global Social Protection Floor Initiative (SPF) tahed by the UN family under the lead of the
International Labour Organization (ILO) and the WloHealth Organization (WHO), therefore
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deserves due consideration for the design of sqmadection provisions within the overall
strategic framework defined by the NSPS.

The vast majority of Cambodians remain without cage under any social health protection
scheme and therefore face the risk of catastrdpdadth expenditures, in particular the near-poor,
who still remain largely unprotected. There is @dé move ahead with the implementation of
social health insurance for formal-sector workdxsth for public and private employees. This
could be a critical step forward, resulting in amsial demand-side financing for the public health
system and improved quality standards through tee af performance-based contracting
arrangements between the new purchasers and jellith-care providers.

In order to achieve a lasting impact on povertg\adition and the extension of social protection
for the poor, the vulnerable and the non-poor, rangt commitment is required from both
government and donors to ensure the allocatiorh@frésources required. Since ODA funding
cannot be relied on forever, the allocation of dlscesources will be indispensable for the
extension of social protection coverage in therutin light of the limited resources available, a
gradual and step-wise approach is the only vialplgoo towards the development of a more
coherent, institutionalized, and financially susédile system under the full ownership of the
Government. Further efforts to upgrade administeatiapacities and to strengthen national social
protection agencies will no doubt be crucial; tlaeg a precondition for lasting progress on the
path towards universal coverage.
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Introduction

This report was prepared under the EU-funded ILGeat “Improving Social Protection and
Promoting Employment”, covering the countries BoekiFaso, Cambodia and Hondufaiss
main purpose is to explore possibilities of fostgreocial protection and employment policies in
those three countries. A core element in the IL&@Xproach in this broader endeavour is to
undertake for each country a social protection edjtere and performance review (SPER) and to
compile its social budget (SB).

The approach pursued in Cambodia reflects ILO stahdnethodology applied for SPER/SB
exercises, but not to the full extent. Due to theomplete and fragmented state of Cambodia’s
social protection system and the gaps in consigtentnpiled expenditure data, the full exercise
could not be completed. The report therefore aionemost at providing contextual background
information, an in-depth review of the differenbhemes, and a critical assessment of the overall
social protection system in Cambodia. It also preséor each scheme all the financial data that
could be made available.

It should be kept in mind, however, that data cdegpin a consistent manner and systematic
format (i.e. data extracted from a management m&bion system), can only be expected to exist
after a social protection system has been impleedead institutionalized. In other words, given
the state of development of Cambodia, it is nopssing that the available data is limited and/or
fragmented. Along with the future development amglementation of a comprehensive social
protection system, the need for an efficient anféctive administration system will arise. In
conjunction, there will be a need for a more cdesismanagement of information and data to
ensure good governance, monitoring and evaluatiatifferent programmes, and stewardship of
the overall system. For the time being, policy-ntakend administrators in the field of social
protection will have to live with a certain degi@e'visual impairment”.

Notwithstanding the data limitations, a number elfable information sources are available in
Cambodia, notably the results of the statistical/esys undertaken by the National Institute of
Statistics (NIS) that are of national importancethéd sources include project reports of
development partners, financial reports on statigbuexecution, and the information compiled
by the different programme administrators, mostwifom demonstrated commitment and
cooperation in sharing information and programnta.da

The report is organized as follows:

Chapter 1 presents the demographic context, inau@iopulation figures, development trends
and related indicators.

Chapter 2 presents a general overview of the labwrket in Cambodia and provides a detailed
picture of labour force and employment composition.

Chapter 3 provides an overview of the macroeconamitext and recent development. It also
addresses fiscal space and social spending frogoternment budget.

Chapter 4 presents the poverty and vulnerabilitfiler of Cambodia, and provides an overview
of the ID-Poor targeting mechanism and nationalepiyvestimates.

1 EC project code: DCI-HUM/2009/215230; ILO-code I%/06/EEC.



Chapter 5 provides background information on tha@thestatus of Cambodians and an overview
of the public health system and financing arrangeme

Chapter 6 presents the governance context in Camlmou information regarding systemic
reforms that may have implications for the desigd amplementation of future social protection
provisions.

Chapter 7 provides a comprehensive overview of tiegissocial protection provisions in

Cambodia, including legislative provisions, statytoschemes, government-funded social
services, and major donor-funded interventions.dbxiiture data, where available, is provided for
each scheme.

Chapter 8 presents the overall conclusions ofépent and provides recommendations regarding
the future development of social protection pravisiin Cambodia.



1 Demography

1.1 Population

According to the last population census (NIS, 200@ambodia’s population was estimated at
13.4 million persons for the year 2008, accountfiog 2.3 per cent of South-East Asia’s
population’ Cambodia’s current demography is similar to thfammst other countries in the
region, featuring a youthful population, a declmitotal fertility rate and declining mortality
rates, including a marked decline in infant, claldl maternal mortality rates. Life expectancy has
been increasing rapidly despite a HIV/AIDS prevakerate estimated at 0.7 per cent.

The historical development of the total populatgince 1920 is shown in table 1.1. It can be
observed that the country’s population grew fivietHfover the period 1920-2008. Despite this
rapid growth, war and genocide took their toll canthodia’s population during the 1980s. It is
estimated that up to two million Cambodians diedirdythe Khmer Rouge period (1975 to
1979).

Table 1.1 Total population by sex, 1920-2008

Year Population Source
Total Male Female

1920 2 600 000 Unknown, see Hang (2009)
1962 5728 771 2 862 939 2 865 832 Population census 1962
1980 6 589 954 3049 450 3 540 504 General Demographic Survey, 1980

1993/94 9 870 000 4714 000 5 156 000 Cambodia Socio-economic Survey, 1994
1996 10 702 329 5119 587 5582 742 Demographic Survey of Cambodia, 1996
1998 11 437 656 5511 408 5 926 248 General Population Census of Cambodia, 1998
2004 12 824 000 6 197 000 6 627 000 Cambodia Inter-censal Population Survey 2004
2008 13 395 682 6 516 054 6 879 628 General Population Census of Cambodia 2008

Sources: Population Census 2008, NIS (2009a); H20@0].

Over the decade 1998-2008 the total populatioreaszd by about 1.96 million persons, with the
annual growth rate estimated at 1.6 per cent orageé At this rate a population doubles more or
less every 44 years. The average population demsi@ambodia increased during that decade
from 64 to 75 persons per square kilometre.

The 2008 Census counted 6,516,054 males (48.6epér and 6,879,628 females (51.4 per cent).
A higher share of women than men is a common ob#ervin most countries; in Cambodia this
phenomenon is compounded as a consequence of timerkKRouge period, during which the
death toll for men was higher than for women. As ba noted in table 1.2, the discrepancy
between the population shares of males and fenmadesases with age. This is most striking at
ages of 50 and above, i.e. among those who weageofl7 or above in 1975.

2 Author’s calculation based on UN population estesg§ UNDESA, 2010),
% The annual growth rate declined from 2.5 per @@f998 to about 1.5 per cent in 2008 (NIS, 2009a).



Table 1.2 Population share by gender and age group, 2008

Age Share of total population (%)
group Male Female Total

0-4 51.2 48.8 100.0

5-9 51.2 48.8 100.0
10-14 514 48.6 100.0
15-19 515 48.5 100.0
20-24 48.9 51.1 100.0
25-29 49.1 50.9 100.0
30-34 48.3 51.7 100.0
35-39 48.3 51.7 100.0
40-44 46.7 53.3 100.0
45-49 45.7 54.3 100.0
50-54 39.9 60.1 100.0
55-59 41.5 58.5 100.0
60-64 42.0 58.0 100.0
65-69 41.7 58.3 100.0
70-74 40.2 59.8 100.0
75-79 39.6 60.4 100.0
80-84 38.3 61.7 100.0
85-89 37.0 63.0 100.0
90-94 355 64.5 100.0
95 + 35.7 64.3 100.0

Source: Author’s calculations based on 2008 Cedatas(NIS, 2009a).

The sex ratio in the total population is 947 males 1,000 females. The same ratio among the
elderly (65+) stands at only 675 men per 1,000 wgrhence women make up an estimated share
of about 60 per cent of the elderly. This indicatest women live longer than men, in Cambodia
as in most other countries. The low male-to-femnat® contributes to the problems related to the
low coverage of old-age social protection provision Cambodia. As women generally have
lower average lifetime earnings and savings oppdras, they are more likely to retire with little
means or income security; elderly women therefepeasent a particularly vulnerable population
group.

The population pyramid of Cambodia is shown in feg.1 for the year 2008. It can be observed
that the population is fairly young on average;dl88.7 per cent were aged 14 or younger, while
those aged 65 and above accounted for only 4.8qm@r As a consequence, the introduction of
universal cash transfers for the elderly would déss|costly in relative terms than universal cash
transfers for children. Furthermore, the overalstcof providing for social health protection
should be relatively low by international compansas the population is comparatively young on
average.



Figure 1.1 Population pyramid of Cambodia, 2008
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Sources: Population Census 2008 (NIS, 2009a) andPid@ulation Model.

In 2008 the average age of the population of Carnabwds low at only 26.3 years (25.0 years for
males and 27.5 years for females), while the med@mwas only 21 years. The overall young
age profile has implications for the dependenciosatin 2008 the child dependency ratio was
54.3 per cent whereas the old-age dependency stiiwd at only 6.9 per cehtThe overall
dependency ratio shows that there were on averagep&rsons aged younger than 15 years of
age or aged 65 years and older per 100 personsréing age (15—64 years). During the period
1950 to 2000 this ratio had been higher at arouneBB per cent. The child dependency ratio
observed (54.3 per cent) is more than twice as hglin most developed countries. This has
obvious implications for the financing of educatiand social protection for children, such as
food security, health care, and cash benefits tiagechildren. As a consequence, the total
resources required, fiscal and other, for finandagic public services for children and youth are
substantial in Cambodia.

1.2 Fertility rates

According to the last Census the gross total figrtiate stood at 3.1 children per woman in 2008.
The total fertility rate is significantly lower thaa generation ago when women still had 5-6
children on average. The net reproduction rateQid82was estimated at 1.3, implying that, with
mortality rates assumed constant at current lewelgnerational cohort of 1,000 women would
replace itself with a daughter generation of 1,3@@men. This means that the population
increases by 30 per cent from one generation tonthé. Therefore, despite the continuous
decline in the total fertility rate, the Cambodipapulation is still on a relatively high growth

path. It can be shown that, under conservativenagsons regarding future fertility, mortality and

4 The child dependency ratio is given by the popufatatio of children aged 0—14 to the working-ammoulation
aged 15-64. The old-age dependency ratio is gberthe ratio of the elderly (aged 65+) to the wogkage
population (15—-64). The total dependency ratiausimg by the sum of these two ratios.



(net) international migration rates, a visible ageof the population will only materialize afteeth
middle of the century.

The mean age of child-bearing in 2008 was estimate®?8.7 years (NIS, 2009a). As in most
countries of the region, better education for woraed their improved livelihood conditions and
employment opportunities are shifting the averagkldearing age upwards.

With respect to the figures on fertility presentsbve, it must be noted that a complete vital
registration system does not exist in Cambodia. dbhgence of comprehensive data on births
from birth registries cannot be fully substituteddurvey or census data. Therefore, a number of
demographic techniques had to be applied for eshgnéertility rates from the census and survey
data available in Cambodia (see NIS, 2010).

1.3 Life expectancy at birth and mortality rates

Based on the 2008 Census data, life expectancythtvias estimated at 60.5 years for men and
64.3 years for women (ibid.). For both sexes comtbjrthe average life expectancy at birth was
estimated at 62.5 years in the same year. Thegfdaogrovement in life expectancy at birth has
varied in the past. Until the end of the 1970g ékpectancy at birth stagnated at about 40 years.
During the first half of the 1980s it increasednsfigantly by more than ten years, and, as of then,
it has increased more or less steadily by anoteeade. There are indications, however, that the
improvement in life expectancy is slowing down.

It should be noted that, while life expectancy asnparatively low at birth, it is not much lower
than in developed countries once individuals haaehed a certain age. Life expectancy at age
60, for instance, is estimated at over 16 yearsutah6 years for men and 17 years for women).
This, again, underlines the importance of providmgpme security to the elderly.

During the past decades, the decrease in infartalitprhas been remarkable (ibid.), reaching 60
infant deaths per 1,000 live births in 2008. Durthg early 1950s, infant mortality still stood at
165 deaths per 1,000 live births. Neverthelesspitlethe marked decrease achieved, the current
rate is still considered too high. The same appilasthe maternal mortality rate, estimated
recently at 206 deaths per 100,000 births in ttee 2810 (NIS, 2011). In developed countries by
comparison, the maternal mortality rate is gengidaks than 10-20 maternal deaths per 100,000
births (see WHO, 2010).

As noted above, Cambodia does not yet have a ctenpikal registration system in place, and
therefore many deaths are not formally registerednathey occur. Since demographic techniques
had to be applied for estimating infant mortalitydamaternal mortality rates indirectly, the
reported figures should be considered as rougmatds (NIS, 2010).

1.4 Rural versus urban population

The urban population in Cambodia increased fronuraa2.1 million in 1998 to approximately

2.6 million in 2008. During the same period, theatypopulation rose from about 9.3 million to

about 10.8 million individuals. The share of urbantotal population, a common measure of
urbanization, increased from 18.3 per cent in 11@8989.5 per cent in 2008 (table 1.3).



Table 1.3 Total population, urban and rural, 1998 and 2008

Population Share of total (%)

1998 2008 1998 2008
Total 11 437 656 13 395 682 1000 1000
Urban 2 095074 2 614 027 183 195
Rural 9 342 582 10 781 655 817 805

Source: NIS (2009a), p. 26.

Notwithstanding the increase in urbanization aseoled during 1998-2008, both current level
and pace of urbanization are relatively low in Cadib when compared to eastern Asia as a
whole, where the average urbanization rate is estichat 46 per cent (UN Habitat, 2009).
Urbanization worldwide reached over 50 per cen2®i0O, with more than half of the world’s
current population considered urban dwellers ()bidhe increase in the urbanization rate
observed from 1998 to 2008 in Cambodia thus follawglobal trend observed worldwide.
Urbanization has implications for social protectemmd must be taken into account for the design
of adequate social protection policies and prograsirban dwellers are generally more likely
to be employed in the formal economy than rural lths&g who are often employed largely in
subsistence farming. Urban dwellers also have highmings on average than rural dwellers and
therefore a higher capacity to contribute to stajusocial security systems. On the other hand,
urban dwellers often have less income securityraay live separated from their family or native
community. Wage workers employed in the privatea@egotably face the risk of unemployment
in case of retrenchment or illness. Urban dwelbmes also more likely to make use of public
services, and they are easier to target and emvdérusocial security and/or social welfare
programmes.

The population density by region is shown in tabk It can be observed that in 2008 about half
of the total population inhabited approximatelytt/of the country’s surface area in the Plain
Region, where the population density was highe&64t persons per square kilometre, whereas
the Plateau and Mountain Region had the lowest lpgpo density, with only 22 persons per
square kilometre.

Table 1.4 Population density by natural region, 1998 and 2008

Surface (knf) Population Population density per knf

2008 2008 1998 2008
Total Cambodia 181 035 13 395 682 64 75
Plain region 25069 6 547 953 235 261
Tonle Sap region 67 668 4 356 705 52 64
Coastal region 17 237 960 480 49 56
Plateau and mountain region 68 061 1530544 17 22

Note:'Area includes the surface of the Tonle Sap lake.

Sources: NIS Population Census, 1998 and 2008 @0@a).

There are no indications that the administratiod delivery of social protection benefits would
face hurdles imposed by geographical condition®iwain. Furthermore, Cambodia already has a
public administration system in place that is bhatt out to the local level. The ID-Poor
programme has made use, without much difficultythe&f local administrative capacity for the



identification of the poor in remote villagedt is relevant here to refer to the current effort
aiming at the decentralization of public services the context of the ongoing public
administration reform. The planned strengtheningadinistrative capacity at the subnational
level with regard to both public service delivendafinancial management as pursued under the
decentralization and deconcentration (D&D) reformogess, should facilitate the delivery of
social protection benefits at local level in theufe (see section 4.2.1).

1.5 Conclusions

The demographic profile of a country is one of ey determinants for the design and
implementation of a social protection system. Tremieatures of Cambodia’s demography can
be summarized as follows:

» With a median age of only 21, Cambodia has a yg@omglation, which is expected to age in
the future. Under conservative assumptions, advhrageing as witnessed in developed
countries is not expected to occur in Cambodiareetfte middle of this century.

» The fertility rate of Cambodia surged in the aftatmof the Khmer Rouge regime, but has
since been on the decline. With a total fertiléyer estimated at 3.1 (year 2008), fertility idl stil
high by international comparison but clearly on thecline in line with a general trend
observed worldwide.

» Infant and child mortality rates are still high @ambodia, mainly due to poor sanitation,
malnutrition, a relatively high incidence of comnable diseases, and limited access to
quality health-care services. With access to hezltle services improving, particularly for the
rural poor, the declining trend observed for infamd child mortalities is expected to
continue.

» There is much room for a further reduction of ageesfic mortality rates, particularly for
younger age cohorts. As a consequence of decreasirnglity rates, life expectancy at birth
will continue to increase, but probably at a redupace.

» The high fertility rate and high child dependeneyio indicate that a sizable allocation of
fiscal resources is required to ensure adequatkcmgyvices for children, in particular basic
education and health care. Since children repreentcountry’s future, it is relevant to
consider expanding social protection provisionsditdren to ensure improvements in their
health status, education, and access to oppo#sridr gainful employment.

» With an old-age dependency ratio estimated at 6yper cent, population ageing is not a
major issue in Cambodia. As a consequence, resouggeirements to finance social
protection provisions for the elderly are compaedsi low at present and will remain low in
the short- and medium-term future. Since the ejdpdpulation comprises a high share of
women who often lack income security, there is @dn® expand social protection provisions
for the elderly.

» With a total population of 13.4 million, Cambodigispulation is relatively small, and most
areas of the country are easily accessible. Théemmgntation and administration of social

5> Seehttp://www.ncdd.gov.kh/projects/ncddprojects/gtzfDor/117-1D-Poor




protection benefits at local level should thereforet face hurdles due to geographical
conditions or terrain. The main challenges for élkpansion of benefit delivery at local level
are tight fiscal resources and limited administeaticapacities. The strengthening of
administrative capacities at the subnational leggblanned in the context of the D&D reform
process should facilitate the delivery of sociatpction benefits at local level in the future.



2 Labour market

2.1 Overview

The labour market situation has important implmasi on the design of a country’s social
protection system. In Cambodia no periodical lafoute surveys have so far been undertdken.
Although data on employment status is collectednguthe population census, a data bias cannot
be excluded due to seasonal variations in employraad variations in the phrasing of the
relevant census questions. Nevertheless, the |dbowe statistics available from the population
census provide a useful overview of the labour miasituation for the assessment of the social
protection system. Employment and labour markedrizad have been established from the 2008
Census data and other secondary data sourcesheéogdth projections for the years 2009 and
2010 (see Annex table A.2). The table shows lakapply, employment by type and gender, and
residual unemployment. Little statistical infornmattion wages is available in Cambodia. NIS
reports contain some data on wages for the 199%she year 2001, but no comprehensive wage
data are available for subsequent years.

2.2 Labour force

In the year 2008 Cambodia’s labour force or acfpepulation totalled almost seven million
persons, out of a total working-age population o® 8nillion.” The female labour force
represented 51.2 per cent of the total, not sunglig however, as women make up 52.7 per cent
of the working-age population (aged 15 or aboveynt1998 to 2008 the labour force increased
by 1.9 million, or on average about 3.3 per centg®um — an impressive growth rate which
contributed to the sustained economic growth wigadsduring the decade. It must be stressed,
however, that the number of persons reported asidnyorkers increased by one million or about
4.4 per cent annually during the same pefiod.

2.2.1 Labour market participation rate

The total labour market participation rate for gfmpulation aged 15 and above increased from 77
per cent to 78.3 per cent from 1998 to 2008, yel B percentage points. The breakdown by sex
shows that the male participation rate stood & @r cent in 2008 and the female participation
rate at 76 per cent. The labour market participatade for males decreased by 0.4 per cent during
the decade, while the rate for females increased.byer cent. Disaggregation by sex and age
group shows that the increase in the female lalmoanket participation rate took place most
prominently in the higher age groups (55 and ahove)

® The first full-fledged labour force survey was rimdl out finally in 2011 by the NIS; at the time wfiting the
survey results had not yet been released;

" The working-age population as defined here coraprigl persons aged 15 and above;

8 It is unclear whether the large increase can Ietew to an expansion of economic activity or tstatistical
inconsistency, e.g. a change in interpretationedindion of “unpaid worker” occurred between 198&&d 2008.
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Figure 2.1 Labour market participation rates by sex and age group, 1998 and 2008
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Table 2.1 Changes in labour market participation rates by sex and
age group, 1998-2008"

Age group Male Female
15-19 -1.2 -9.0
20-24 -6.5 1.1
25-29 -13 5.1
30-34 -0.1 5.2
35-39 0.1 4.4
40-44 -0.2 4.3
45-49 -0.2 35
50-54 -0.5 4.3
55-59 0.6 6.3
60-64 1.8 10.7
65-69 4.6 12.7
70-4 9.3 12.7

75+ 8.9 9.2

Total (15+) 0.6 1.5

Note:! Changes in percentage for the respective age aohort

Source: NIS (2009a).

Youth
For the younger age cohorts (15-24), the overdlbua market participation rate decreased

slightly from 60.7 per cent in 1998 to 60.1 pertcen2008. Young workers represented more
than a quarter (25.8 per cent) of the total ladoure in 2008. During the decade from 1998 to
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2008, the labour market participation rate amoregytbunger age cohorts was persistently higher
for females than for males. In general, it can bseoved that women tend to enter and exit the
labour force at an earlier age than men.

Adults (25+)

For Cambodians aged 25 and above, the overall tatpauket participation rate increased from
84.7 per cent (nearly 3.8 million) in 1998 to 8pér cent (5.2 million) in 2008, i.e. by 2.8
percentage points. The adult labour market pagtmp rate was much higher among men, and
that rate remained broadly constant throughoutdésade at approximately 94 per cent. From
1998 to 2008 the absolute increase in the maleulabmrce among male adults was almost
668,000, while it was about 722,000 for adult fezsallThe gender gap in the adult labour market
participation rate thus decreased throughout tloadke from 16.8 per cent in 1998 to 12.1 per
cent in 2008.

2.3 Employment

2.3.1 Employment by sex and age group

Total employment in the year 2008 was estimate@.&tmillion for the population aged 15 or
above, increasing from 4.8 million in 1998, i.e. &gout two million persons, including one
million unpaid workers. Out of total employmentjgktly over 3.9 million workers were
considered as in “paid employment” while over 2.89liom were reported as “unpaid family
workers”. Among the 3.9 million “paid” workers, altol.2 million persons were found to be paid
employees, i.e. persons having some form of con@hcarrangement and a regular wage,
whereas the remaining 2.7 million were reportedsel-employed or own-account workers.
According to the 2008 Census, about 100,000 childreunger than 15 years of age were
reported as employed; these included child workerpaid family workers and children subjected
to child labour’

The employment-to-population ratio in 2008 stood afper cent overall: 79.6 per cent for males
and 74.7 per cent for females. These rates arehighyby international standardfsFor youth
workers (aged 15-24), the youth employment-to-paipr ratio increased in 2008 to 58.1 per
cent from 53.3 per cent in 1998. In absolute teryosith employment increased by 623,000
during the period 1998-2008. In general, the emmpbimt-to-population ratio was slightly higher
for female than for male youth.

The adult employment-to-population rate also inseglafrom 82.2 per cent in 1998 to 86.6 per
cent in 2008. In absolute terms, total adult emmlent increased from 3.7 million to 5.1 million,

i.e. by 1.4 million employed. The adult employmeatio in 2008 was higher for males than
females; but in terms of growth, the male ratioréased only by 1.5 per cent while the female
ratio increased 6.5 percentage points.

® The Cambodian Labour Law (1997) provides for thepleyment of workers aged 12—15 under certain dimm,
including restrictions on working hours and typeaairk allowed (e.g. exclusions for hazardous octiopa).

° The employment-to-population ratio is defined las proportion of employed persons within the wheteking-
age population (aged 15+). Worldwide, employmenrpdpulation ratios vary between around 50 per ¢mainly in
the Middle East and North Africa) and around 75 qgant (mostly in East Asia). As reported unemploghig low in
Cambodia, the employment-to-population ratio dgfenly marginally from the labour market participatrate.
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Total employment in absolute terms increased dwedecade 1998-2008 by 43.3 per cent, or 3.6
per cent per annum on average. Youth employmergased over the same period by 4.4 per cent
per annum, whereas adult employment increased3oge3.cent per annum on average.

Unpaid family workers totalled 2.9 million in 200Bcluding 2.1 million women, or 72.1 per
cent. A comparison by age group and sex of theesbamunpaid family workers in the total
population reveals important differences betweetesmnand females (see table 2.2). It can be
observed that for males the share of unpaid famdygkers decreased rapidly with increasing age
to below 10 per cent from the age of 35. For fesyal®wever, the share of unpaid workers
remained high at over 50 per cent up to the agpft decreased only from age 50 to about 15
per cent for those aged 75 and above.

Table 2.2. Unpaid family workers by sex and age group, 2008

Unpaid family workers (% of population)*

Age group

Male & female Male Female

15-19 29.0 27.1 31.0
20-24 44.8 39.3 50.1
25-29 39.6 255 53.2
30-34 35.8 14.8 55.5
35-39 32.2 9.4 53.5
40-44 31.8 7.3 53.2
45-49 30.2 6.3 50.4
50-54 295 5.4 45.6
55-59 27.2 54 42.7
60-64 23.7 6.0 36.5
65-69 21.4 7.2 31.7
70-74 16.4 7.8 22.1

75+ 12.3 8.3 14.8

Note:* Includes non-incorporated family businesses.

Source: NIS Population Census 2008 (extracted fratabdse).

2.3.2 Employment by education

Among the employed persons aged 15 or older, 7&.tgnt were found to be literate in 2008, an
increase of 8.6 per cent since 1998, or two millindividuals in absolute numbers. Women

particularly benefited from this positive developmhewith the literacy rate among female

employment increasing from 56.3 per cent in 199%9dl per cent in 2008. During the same
period, the literacy rate among male employed mmed from 78.3 per cent to 82.7 per cent
(NIS/ILO, 2010).

Between 1998 and 2008 the share of employed whanbadompleted primary school declined
from 38.6 per cent to 34.5 per cent. The sharengdleyed who had completed primary school
increased from 17.2 per cent to 23 per cent, wisse having completed secondary school
increased from 7.2 per cent to 13.7 per cent {ibid.

Similar patterns emerged among the youth and thé ade groups. A striking change was the
decline of the number of illiterate women aged t®Ider from 43.7 per cent to 30.9 per cent of
the total population in the same age group. Butptiogortion of employed females who had not
completed the primary level of education (36.1 pemt) remained larger than the proportion of
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males (32.8 per cent) in 2008. Furthermore, aditssange of all education levels, the share of
employed with educational achievements was markkegr for women than for men, both in
1998 and 2008 (ibid.).

2.3.3 Employment by sector

A large share of total employment (71.1% in 200&) still be attributed to the primary sector,
which includes agriculture, forestry and fisherig®wever, a gradual decline has been observed
since 1998 (77.4%), due to rapid economic developméiversification, and emerging
industrialization (NIS, 2009a). The total numbernadmen employed in the primary sector was
larger than the number of men, both in 1998 andB2@bich can partly be explained by the fact
that females outnumber males in the overall workigg population (see table 1.2).

Employment in the secondary sector (manufacturimdyindustry) increased from 4.3 per cent to
8.6 per cent of total employment from 1998 to 20D8s marked increase can be explained by
the expansion of the garment and footwear manufagiuindustry during the decade.
Employment in the tertiary sector (trade and ses)also expanded in relative terms from 18.3
per cent of total employment in 1998 to 19.3 pert @@ 2008.

2.3.4 Unemployment

The total unemployment rate among those aged dbier declined, from 5.3 per cent in 1998 to
1.6 per cent in 2008. The female unemploymentwaie marginally higher than the average rate,
at 1.8 per cent in 2008. In general, unemploymatesr were lower in rural areas compared to
urban areas, owing to the large number of workegaged in subsistence agriculture.

In 2008, the youth unemployment rate stood at 8r3cpnt compared to the adult unemployment
rate of 1.1 per cent. Over the decade, the unemyay rate for both sexes among the youth
declined significantly, from 12.3 per cent to 3et pent among males and from 12 per cent to 3.3
per cent among females.

As in other countries at a similar stage of ecomotevelopment, the reported unemployment rate
is very low in Cambodia. There are two possiblel@xgtions:

(i) the absence of unemployment insurance benefitghardfore heightened economic pressure
for the unemployed to accept whatever job is alkléor the sake of survival;and

(i) the low level of regulation of the economy and thleour market. Given the scope of the
informal economy, wage workers made redundant,oif rehired swiftly in the formal
economy, are likely to seek work informally (e.g. @ay labourers) or work on their own
account (e.g. as petty traders).

2.3.5 Informal employment

Employment in Cambodia is still to a large extemtagulated or “informal”. Formal employment
relationships governed by employment contracts, ltabour Law or collective bargaining
agreements, and subject to entitlements such ak impry insurance coverage are however

M For an overview of the potential of unemploymaerstirance in Asia see for example Scholz et.al.qR01
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gaining ground? This is notably the case for the expanding empkymnin the secondary and
tertiary sectors (e.g. in garment and footwear rfaturing, the hospitality industry and other
service sectors). Informal employment can be atteitd largely to the primary sector (agriculture,
forestry and fishery), and partly the informal i@y sector, which includes street vendors, petty
traders, tuk tuk drivers and similar trades. Thgseerally operate as own-account workers or
family businesses.

Informality of employment is a multidimensional cpt which relates mainly to the
employment conditions observed in the informal e@toyp (Hussmann, 2004). Informal
employment generally refers to precarious formsmwiployment devoid of labour- and social
protection provisions. It also comprises employmsntations where employees are protected in
principle by labour legislation but are not ableetcercise their rights because mechanisms to
enforce existing laws and regulations are lackingdeficient. Informal employment may be
determined by the existence of a formal contrée,type of this contract, the character of the job
(e.g. temporary or permanent), and the actualleménts to various benefits prescribed by the
Labour Law (e.g. sick leave or maternity leave).

Formal-sector employment usually comprises emplayroéthose working in the public sector,
in larger corporations, or in smaller establishreemwhere the employer keeps comprehensive
records and is subject to the enforcement of lab@gulations. These proxy indicators
(establishment size, record keeping, and enforcewfdabour law provisions) are often used in
the absence of information about registration ef émterprise or its compliance with rules and
regulations regarding taxation.

In Cambodia no comprehensive data are availablédoonal/informal employment (NIS/ILO
2010, p. xvi). It can be assumed, however, thakealployers registered with the Ministry of
Commerce are subject to labour regulations, ingmetty the MOLVT, taxation, and registration
with the NSSF; hence they can be considered asaf@mployers in principle. According to the
Labour Law, all employers with more than seven aygés must have internal company
regulations that are subject to scrutinization andorsement by the MOLVT. These regulations
must comprise detailed stipulations regarding wagldgonditions and labour protection.

Self-employed workers and smaller (mostly informat)ployers are often subject to licensing

requirements, depending on their trade or econaedtor in which they operate. This is usually
an annual process, but apart from licensing feesetlare no requirements to file tax records,
declare employees (if any), and/or register widn N6SF. According to the Labour Law (1997),

the status of “artisan” is granted to own-accountkers and employers employing fewer than
eight workers. It is understood that there is ahigabon to incorporate and register with the

Ministry of Commerce for all business entities ihatever trade that have eight or more regular
employees.

According to the last population census (NIS, 2008 reported number of paid employees or
wage workers totalled 1.2 million, including abd&@0,000 employees in public administration
and defence. It can be reasonably assumed thaethaining 900,000 are regular workers in
registered enterprises. This figure is in line whlke number of enterprise employees reported in
the latest enterprise survey (NIS, 2009b) for gumises with eight or more employees. Hence,
only about 17 per cent of employment may be comsdieformal-sector employment in
Cambodia.

2 The Labour Law applies in principle only to entésps with eight or more employees (see sectior2).although
there seems to be some ambivalence in interpretatio
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2.4 Labour migration

The annual number of internal or domestic migraotkers increased slightly during 1998-2008
from 2.3 million to 2.5 million. In both 1998 and@@8 the majority of them found work in the
primary sector, and the number of female migrargs lwwer than males.

Overseas migration as reported by the MOLVT relétesegistered overseas workers only; no
information could be made available on economicramts seeking work abroad on their own.
The total number of workers reported as seekingkvamerseas was highest in the year 2007
(9,476 persons) and fell to 7,340 persons in 28@&ting from 2004, the total number of women
going overseas to work was higher than the numbenen. Cambodian workers have been
officially authorized to work in Malaysia since ¥9n the Republic of Korea since 2003, in
Thailand since 2006 and in Japan since 2007. Irydlaes 2007 (2008), the number of migrant
workers reported in Thailand was 5,670 (2,116)Malaysia 3,219 (2,654), in the Republic of
Korea 584 (2,531), and in Japan 3 (39).

Targeted policy efforts by the MOLVT and bilaterahd multilateral partnerships aim at
increasing overseas employment opportunities fani@aian jobseekers and at improving the
placement system for overseas migrants (see NIS201D, box 3). It is unknown to what extent
overseas workers of Cambodian origin benefit fratia security entitlements in the respective
countries where they seek work.

The number of internal migrants (2.5 million) reggrted about 19 per cent of the total
population in 2008 (NIS, 2009a). The high rateréinal migration represents a major challenge
for the administration of social protection bergfithis challenge can be successfully addressed
only through the cooperation with employers and deeelopment of a national registration
system and centralized database allowing for thmirgdtration of social protection benefits
countrywide.

2.5 Education and vocational training

Cambodia’s education system had to be rebuilt arftosn scratch in the early 1980s after the
devastating Khmer Rouge years, during which armadéd 75 to 80 per cent of teachers and
higher education students died or fled the coufdee ADB, 1996). Much progress has been
achieved since. According to the data from the faimn censuses, the overall literacy rate
increased from 63 to 78 per cent during the ded®88—-2008, while the school attendance rate
for children aged 6—14 increased from 60 to 80ceet during the same period.

Substantial efforts are being made by MOEYS, tagrethith development partners, to achieve
further improvements in providing equitable accésseducation, improving the quality of
education and the efficiency of management funetidime main objectives pursued are to reduce
repetition and dropout rates, to ensure accesthé&poor (particularly of girls in rural areas), to
increase enrolment in higher education, and to avprthe overall quality of the education
provided (MOEYS, 2010). The MOEYS also promotes thgansion of early childhood
education for children younger than the mandatohpsl age of six.

The lower education system comprises six yearsoofpulsory primary education (grades 1-6)

for children of age 6-11; three years of lower selewy school (grades 7-9), and three years of
voluntary higher secondary school (grades 10-1Bg flet enrolment rates in the school year
2009/2010 stood at 95, 32 and 19 per cent for timapy, lower secondary, and upper secondary
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levels respectively (MOEYS, 2010). There is alsma-formal education system catering mostly
to adults, offering literacy programmes and opagaiommunity learning centres that offer skills
training in 12 different skills.

The demand for higher (tertiary) education haseased markedly in recent years. In this area
MOEYS promotes public—private partnerships anddéeelopment of private higher education
institutions (universities), the number of whichntioues to increase. In the school year
2009/2010 there were 76 higher education instistitHEIS), among which 33 were public and
43 private universitiesln that academic year total enrolment at HEIs wa§,396 students,
among whom 51,596 were female (ibid.). Comparedh whe figures for the 2005/2006 school
year, total enrolment had increased by 60 per cemd, by 80 per cent for females. However,
enrolments are still below target, largely duehe limited financing for higher education. The
Government is actively mobilizing resources fromvalepment partners with the aim of
expanding scholarships for poor and outstandingestis so as to ensure equitable access to
higher education services.

Cambodia’s technical and vocational education amathihg (TVET) system consists of 39
polytechnics and institutes and 25 provincial tirgncentres that operate under the supervision of
the MOLVT. Nine institutes conduct training courseshe bachelor and engineer levels and offer
a Master’s programme. One centre conducts shanirigacourses (Phnom Penh) and two centres
offer longer courses. The 25 provincial trainingptces deliver non-formal training programmes
in rural areas whereas the 11 polytechnics andutest deliver formal technical training courses.
There is also a range of non-formal training pragrees run by private providers, and about 30—
50 non-governmental organizations (NGOs) train ketw300 and 500 people per year through
short programmes.

The number of TVET graduates increased from 88i862007 to 113,648 in 2008. Three out of
five of the 2008 graduates (59.1 per cent) atterdedmary short-term training course in a public
institution, while 35.5 per cent studied in a centun privately or by an NGO or an international
organization. Only 2.8 per cent of the 2008 graelsistudied for a technical diploma or technician
certification. Even fewer, 1.3 per cent, attendgalblic primary long-term training programme,

and 1.2 per cent received vocational training atgbst-graduate level.

The continued development of the education systentansidered an important pillar of

Cambodia’s overall long-term development agendds Talates to both primary and higher

education, formal and informal education, and agadeand technical education. In the longer
term, economic development can only continue attiveent pace if it builds on an increasingly
educated workforce that will be needed in the fitmotably to support the ongoing expansion of
the secondary and tertiary economic sectors.

2.6 Industrial relations

The establishment of a contributory social secwstigeme for private-sector enterprises requires
the cooperation of employers’ and workers’ assamat these should play a prominent role to
ensure ownership by all stakeholders, good govemand tripartite stewardship. It is therefore
relevant in the given context to assess the sthiadostrial relations in Cambodia, including
representation, legal framework, communication arebotiation channels, and collective
bargaining and dispute resolution mechanisms.

Cambodia does not have a long history of industrédhtions owing to the low level of
industrialization. Emerging over the last two dezsmdindustrial relations have developed
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alongside industrialization itself, particularlyrthg the last five years. Unions began to emerge
before the adoption of the Labour Law in 1997. Apdite resolution system was established anc
now includes conciliation and arbitration mechargs@enuine collective bargaining began in the
hotel industry in 2004. Workers and employers erdag regular dialogue, and the Government
adopted a policy to promote collective bargainingyenbroadly.

2.6.1 Legal and regulatory framework

The Labour Law (1997) stipulates the right of gmtisie employees to form and join trade unions
of their choosing. It also provides for proceduiresase of a strike and lockout and contains
provisions for dispute settlements and collectigeghining. The law has been supplemented by
several regulations covering strikes and strike c@dores, union registration, collective
bargaining procedures and union representation1989, Cambodia ratified the eight core
Conventions of the ILO that cover some of thesedss

Representation

A large number of enterprises and unions have bstblished since the mid-1990s. Altogether,
more than 1,687 trade unions have been registared the adoption of the Labour Law in 1997.
Unions are organized under 42 federations andciivéederations as well as some independent or
non-affiliated grouping$® Given the large number of trade unions and theeratss of a
representative umbrella organization, trade unioayg not yet be in a position to contribute fully
to the shaping of labour-oriented and social ptatacpolicies, and/or to participate as a united
entity in the stewardship of social protection eyss on behalf of all workers.

Cambodia’s Labour Law and the related regulatioefind the concept of most representative
status (MRS) for trade unions, whereby a union \attleast 51 per cent of workers enrolled in an
enterprise may be assigned the right to represenogkers in the enterprise for the purpose of
collective bargaining. Where multiple unions arkowed to operate, MRS is a key feature in
enabling an orderly process of collective barganim which the employer can negotiate with a
single union. A new regulation issued in 2008 helpefacilitate the certification of MRS unions
by the MOLVT, resulting in a 300 per cent increasaew certifications (from nine in 2007 to 36
in 2008), with all MRS certifications totalling 20® the end of 2009 (see table 2.3). The number
of workers represented by all MRS-certified tradéus is not available.

Table 2.3 Most representative status (MRS) for trade unions, certifications

2002-2006 2007 2008 2009 Total

MRS certifications 122 9 36 35 202

Source: NIS/ILO (2010), table 3.20.

By contrast, the Cambodian Federation of Emplogerd Business Associations (CAMFEBA),
established in 2000, serves as the umbrella orgtnizfor the employer community, with more

3 The MOLVT registers unions, union federations @mabloyer organizations as part of its responsiélit From
1997 up to the beginning of 2010 the number of mmiever registered totalled 1,725. However, onl\estimated
one-third, or around 600, were entitled to be &{MIS/ILO, 2010, p. 38). This is because a uniegigtration
certificate is only valid for two years, which ingd that, at the date of the drafting of this répanions that
registered before around mid-2009 have since explre2009, only 163 enterprise unions applieddaenewal of
their registration.
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than 900 direct and indirect members. The GarmeahWwacturers Association of Cambodia
(GMAC) is the oldest employers’ organization; itthers industrial relations and provides dispute
resolution services to its members.

The Labour Advisory Committee (LAC), chaired by tM®LVT, is the only statutory national
tripartite body. It is the main mechanism for thecdssion of national labour policies among
tripartite partners.

Dispute and dispute resolution

Cambodia has established a dispute settlement misanahrough the MOLVT’s Department of
Labour Disputes (DLD), which is responsible for ciiation. Provincial and municipal
Departments of Labour carry out similar functiolke DLD also serves as the secretariat for the
Arbitration Council. Established in 2003, the Arhtion Council has become an important
component of the industrial relations system. Itasnposed of 30 part-time arbitrators, out of
which ten each are nominated by unions, employedstlae MOLVT. Arbitrators are mandated
by law to resolve collective disputes that canretdsolved through conciliation. The Arbitration
Council has heard more than 900 cases and hagigaidespread trust. It has been suggested that
the Arbitration Council could be further strengtedrthrough the use of binding arbitration for
rights disputes. The number of labour disputesredeto the Arbitration Council has increased in
recent years (see table 2.4).

Table 2.4 Labour disputes reported, 2001-2009

Year No. of disputes Disputes  Referred to

settlec Arbitration Council

2001 146 140 0

2002 118 116 0

2003 155 138 15
2004 229 157 72
2005 148 82 66
2006 217 142 75
2007 186 103 83
2008 174 90 84
2009 131 44 87

Source: NIS/ILO (2010), table 3.19.

Strikes in a number of major hotels in 2004 ledctdiective agreements between unions and
management, several of which have been renewedategfle. This has helped to build
relationships of trust between the parties and peactically eliminated strikes in the
establishments that have adopted collective agnetsmigigures on strikes and lockouts could not
be made available.

Collective bargaining

Collective bargaining has become common practi¢eerhospitality sector, and is slowly gaining
ground in the garment-manufacturing industry. TaBl& shows the number of collective
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bargaining agreements (CBAs) adopted between 2008 28909. Information regarding the
number of workers covered by these agreements catlde made available.

Table 2.5 Collective bargaining agreements (CBAs) concluded, 2003-2009

2003-2006 2007 2008 2009 Total

CBAs 45 19 11 131 206

Source: NIS/ILO (2010), table 3.21.

In 2007, the number of CBAs registered with the MOLincreased to 19 from an average of 11
during 2003-2006. In 2009 the number surged to &¥d during the first quarter of 2010 an
additional 24 CBAs were registered. Most of theoyéver, dealt with a single contentious issue
and were concluded on an ad-hoc basis rather tmnangh a comprehensive collective bargaining
process. Hence, only about 30 fully-fledged CBAsemeoncluded during 2009/2010 by MRS
unions across all sectors (including the garmeit faotwear industry, hotel sector, food and
beverage industry, and construction sector).

Minimum wage setting

In 2006, for the first time, all garment sectoramfederations and the GMAC agreed to negotiate
a new minimum wage for workers in the textile aagingent sector. Negotiations took place over
a four-month period but could not be settled. N#hedess, the experience was considered
positive, creating a basis for improved communaregi (NIS/ILO, 2010, p. 39). Agreement was
finally reached in 2010 and a collective bargainaggeement agreed upon, fixing the minimum
wage in the garment sector at 200,000 KHR (~ US$80)month* The minimum wage in the
garment sector was made official via notificatiop the MOLVT as provided for under the
Labour Law™ To date, the garment sector is the only induss@dtor for which an official
minimum wage has been set.

Minimum wage setting at national or sector levepisbably the most effective measure against
exploitative wage structures when market forcek fa official minimum wage is an effective
social policy tool aiming to ensure a decent livebd for workers. However, since wage levels
affect the competitiveness of export-oriented itides, a minimum wage can adversely affect
employment if the level thereof is set too highs@lif not adjusted regularly to account for price
inflation, a minimum wage loses significance overet International experience suggests that the
lack of an indexation mechanism for the minimum g&agn also cause the erosion of the real
value of social security benefits (e.g. pensiongheé value of benefits is tied to the minimum
wage.

2.7 Conclusions

This chapter has presented a review of labour nairkd employment features in Cambodia. The
main findings are summarized below:

* The collective bargaining agreement between theAGMnd representative union confederations ancrégioas
was signed on 28 September 2010 to come into effedt January 2011; it is considered a landmarkeagent for
the improvement of labour relations in the industry

15 See Labour Law of Cambodia, 199&scribed in section 7.2 of this paper.
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Cambodia has a young labour force totalling ab@wes million persons. Labour market

participation rates have been increasing over st gdecade, particularly for women. The

labour market participation rate is high for bothuth and the elderly. During the past decade
the total labour force has been expanding on aeebyg3.3 per cent per annum in nominal
terms.

Internal labour migration is high in Cambodia; st éstimated that about one-third of the
labour force consists of domestic migrants. Intemagration relates predominantly to the
primary sector, in particular to agriculture. Migjam is a challenge for the effective
implementation of a social protection system duadministrative requirements and the need
to uniquely identify all beneficiaries in a natibiatabase.

The employment-to-population rate in Cambodia ighhby international standards at an
estimated 77 per cent. This is partly due to the @gfile of the population, with a low share
of the population in the higher age groups (seep@nd). However, it is noteworthy that total
employment comprises a large share of unpaid famdykers, the majority of whom are
women.

The majority (71.1 per cent) of those employed warkthe primary sector, including
agriculture, forestry and fishery; but the sharehef primary sector is on a declining trend in
relative terms. The share of employment in the seagy (industrial) sector has been
expanding to 8.6 per cent of total employment, iyailue to the growth of the garment and
footwear industries. Employment in the tertiaryteeqtrade and services) has also been
expanding to reach 19.3 per cent of total employtritethe year 2008.

The vast majority of the employed (83 per cent) banattributed to the so-called informal
economy; they often lack income security and gdlyeifzave no entitlements to social
protection benefits through their employer or oatign (if self-employed). The share of
employees in the formal economy is estimated aty did per cent including public
administration and defence. Given the expandingesioh formal employment there is a
window of opportunity for the extension of sociakarity provisions in the formal economy
through employment-based social insurance. NeVedbgsince employment formalization is
a slow and gradual process, informal types of egmpémnt will persist and there is also a need
to extend social protection provisions for informabrkers through targeted or universal
benefits.

The official unemployment rate is low in Cambodtaoaly 1.6 per cent of the labour force
(2008). This can be explained by the absence ahplewyment benefits and the scope of the
informal economy. Despite the low unemployment ,rateder-employment and seasonal
unemployment is believed to be high, particulanlyie primary sector.

Labour relations have developed since the adoatidhe Labour Law in 1997. Several trade
unions have emerged, both in the garment industdyia the services sector, and collective
bargaining has been gaining ground. However, dilkeadigh number of trade unions and the
absence of an umbrella organization, trade uni@ck kufficient representation to fully
contribute as a united force to a tripartite diale@t the national level.
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3 Macroeconomic environment

Cambodia’s national accounts are not yet fully tgved due to the limited availability of
primary statistics required for compiling natiorsadcounts. Nevertheless, the national accounts
provide for a systematic picture of economic atgiun Cambodia. They allow for useful insights
into Cambodia’s overall output (GDP) growth andiéagncome. GDP is an important indicator
as it determines national income, the main finajpaource for social protection, aside from
external financing through official development isssice (ODA). GDP also relates to fiscal
revenues and tax income (including income tax,iptak, value-added tax and/or import taxes).
Tax on property is another potential income souaresocial protection financing, but little
statistical information is available on Cambodia®alth distribution. There is also limited
information available regarding government finaneesl therefore a detailed assessment of fiscal
space issues is not possible here. The data liontatreferred to should be kept in mind while
reading this chapter. An overview of the Cambodemonomy is presented in the following
sections based on the data available at the tinagitihg.

3.1 Economic growth, factor income and inflation

3.1.1 Gross domestic product (GDP)

According to the International Monetary Fund (IMEambodia’s GDP for the year 2010 is
estimated at KHR 47.8 trillion, or about US$11.Widm. With the total population estimated at
13.9 million in 2010, this yields a GDP per capiaUS$860 per annum, about US$2.40 per
capita per day® The composition of GDP shows that the primaryaedie. agriculture, fisheries
and forestry, still made up for about 36 per centiotal output in 2010, while industrial output
decreased to about 20 per cent (see table 3.1l dotput of the tertiary sector, i.e. trade and
services, measured at current prices accountedbiout 38 per cent in 2010; the tertiary sector
thus remains the predominant economic sector.

Table 3.1 GDP and GDP composition at current prices, 2002-2010 (KHR billions)

2002 2003 2004 2005 2006 2007 2008 2009 2010

GDP at constant 2000 prices 16232 17613 194340092 24380 26870 28668 28107 29799
Percentage change per annum 6.6 8.5 10.3 13.3 10.80.2 6.7 -2.0 6.0
GDP at current prices 16 781 18535 21438 2575484® 35042 45582 44841 47 80t
Percentage change per annum 7.3 10.5 15.7 20.1 15.9 17.4 30.1 -1.6 6.6
GDP deflator 103.4 105.2 110.3 117.0 1224 1304 9.5 1595 160.4
Percentage change per annum 0.7 1.8 4.8 6.1 4.6 6.521.9 0.3 0.6
GDP composition (% current prices)

Total GDP 100.0 100.0 100.0 100.0 100.0 100.0 100.0100.0 100.0
Agriculture, fisheries & forestry 31.1 32.0 294 B0 301 29.7 349 36.2 35.8
Industry 24.3 25.0 25.6 25.0 26.2 24.9 21.1 18.9 19.9
Trade and services 39.3 38.2 39.3 39.1 38.7 385853 391 38.4
Taxes on products less subsidies 6.2 5.7 6.6 6.2 0 6. 80 6.5 6.9 7.0
Less: FISIM 0.9 0.9 1.0 1.0 1.0 11 09 11 11

1% The total population for the year 2010 is projdcie 13,890,465 according to the ILO populatiorjgtion model.
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Note:* Financial intermediation services indirectly maast

Source: IMF data; author’s estimates

According to Hang (2009), Cambodia’s economic dgwmelent since 1989 can be divided into
three phases:

(i) the rehabilitation phase from 1989 to 1998,negsing privatization, decollectivization and
structural problems similar to those observed reptransition countries;

(i) the reconstruction phase from 1999 to 2003arahterized by institutional reforms and
consolidation of market reforms, including libezaliion; and finally

(i) the high-growth phase from 2004 to 2008, we#sing GDP growth rates at 10.2 per cent per
year on average lasting until the onset of theajlfibancial crisis.

During the period 2002-2010, the annual GDP grawth averaged 7.9 per cent in real terms.
Growth rates were even higher before the finarmials at an average 9.9 per cent per annum for
the period 2002—-2008. For the same period, re@ubun the primary sector (agriculture, forestry
and fishery) increased on average by 6.8 per canygmar, while industrial output increased at an
impressive 11.9 per cent per year. Output growth alao high in the tertiary sector (trade and
services) during the same period. at an averad®.@fper cent per annum (see table 3.2). Despite
the rapid expansion of the industrial and servieg®@'s in real terms, agricultural output, when
measured at current prices, increased from 31.teydrto an estimated 36 per cent of total output
due to important price increases of agriculturahowdities during the period (2002—-2010). The
primary sector thus still represents a large shaf@ambodia’s output and absorbs close to 70 per
cent of the labour force (see Chapter 2).

Table 3.2 Annual GDP growth rates by industrial sector at constant 2000 prices, 2002-2010

2003 2004 2005 2006 2007 2008 Average
2002-08

Overall GDP growth rate 8.5 10.3 13.2 10.8 10.2 6.7 9.9

Agriculture, fisheries & forestry 10.5 -0.9 15.7 55 5.0 5.7 6.8
Industry 124 16.6 12.7 18.3 8.4 4.0 11.9
Trade and services 5.9 13.2 13.1 10.1 10.1 9.0 10.2
Taxes on products less subsidies 0.6 27.5 6.1 7.5 45.8 9.1 15.1
FISIM 8.2 18.4 15.5 11.1 25.0 14.0 15.2

Source: IMF data.

An in-depth look at the respective sub-sectorsaksvihat the output of agricultural crops grew on
average by about 10.7 per cent per year at conptacgs from 2002 to 2008. This can be
explained by productivity reserves in agriculturel ahe increase in exports of paddy rit&he
sustained growth in agricultural output and, injoantion, the increase of market prices for
agricultural commodities may explain the positive/elopment of the headcount poverty index,
which has witnessed a sustained decrease in reeard (see Chapter 4).

" The RGC is promoting an increase in paddy ricelpetivity, which currently stands at only 2.6 tqres hectare
per year compared to an annual 4.9 tons per hect&dtiet Nam (IMF, Article IV Report, 2011).
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Table 3.3 Annual GDP growth rates and share in total GDP, ranking by sector, 2002-2008

Annual growth rate* Share in total GDP
2002-2008 2008 at current prices

Agriculture, fisheries & forestry 6.8 32.8
Crops 10.7 17.9
Livestock & poultry 5.1 4.4
Fisheries 2.7 7.4
Forestry & logging 1.9 3.0
Industry 11.9 22.4
Mining 17.9 0.4
Electricity, gas & water 13.9 0.5
Textiles, wearing apparel & footwear 13.7 10.3
Construction 13.0 6.1
Other manufacturing 10.2 1.9
Food, beverages & tobacco 3.4 2.2
Wood, paper & publishing 2.7 0.6
Rubber manufacturing —1.2 0.4
Trade & services 10.2 38.8
Finance 18.5 1.3
Other services 15.2 8.5
Real estate & business 12.8 6.4
Hotels & restaurants 9.6 4.5
Trade 7.3 8.9
Transport & communications 7.2 7.4
Public administration —-04 1.8

Note:!Increase of value added measured at constant prices

Sources: IMF data and author’s calculations.

In the industrial sector, mining expanded at 17%9 gent annually but only represented 0.4 per
cent of total output in 2010. The labour-intengij@@ment and footwear industry expanded at 13.7
per cent per year over the period. Representing ti@n 10 per cent of total output, the sector is
an important contributor to employment growth ire ttormal economy. Value added in the
construction sector expanded at 13.1 per cent peum in real terms during the period and
meanwhile represents about six per cent of totgdudu

In the trade and services sector, financial inteliateon was the fastest growing segment,
expanding at 18.5 per cent per year in real termes the period. The steep expansion of value
added in financial intermediation can be explaibgdinancial deepening and the rapid growth of
credit markets in Cambodti.Other segments also expanded during the perigd hetels and
restaurants at 9.6 per cent, and “other service$52 per cent per annum. There is no doubt that
the fast growth of the service sectors benefiteanfithe positive development of the tourist
industry, with foreign arrival numbers increasingmn than threefold since 2002, reaching an
estimated 2.5 million visitors in the year 2010 (Miry of Tourism, 2011). Total receipts from
tourism for the year 2010 are estimated at abo@1lLBSbillion, an amount equivalent to 15 per
cent of GDP (ibid.).

The future prospects for the Cambodian economycansidered as very good, at least for the
next two decades, provided political stability de@maintained and foreign investors do not shy

18 According to IMF data, the total volume of outstang loans by commercial banks increased by 3&eet per
year during the period 2004-2010.
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away from investing in Cambodia. The main constréom sustained growth may be human
capital unless further efforts are undertaken tprovwe education levels and to further invest in
building the capacity Cambodia’s future economy nded.

3.1.2 National income

Detailed data on national income could not be madailable, notably on compensation of
employees and income allocation between productactors (labour, capital, land and
enterprise). Based on anecdotal evidence, the tabcaome share in total income is currently
estimated at between 25 and 30 per cent.

3.1.3 Prices

The GDP deflator increased on average by 5.6 perpger annum during the period 2002-2010.
Notably high annual increases were witnessed iry 20@ 2008 due to the worldwide escalation
of commodity prices shortly before the advent oé t#nancial crisis. Consumer prices, as
measured by the CPI, increased at the even fagter @f about 6.5 per cent on average over the
same period. In the year 2008 alone, consumergaseneasured by the CPI increased by 25 per
cent year-on-year. However, price pressures hasedesince due to the global financial crisis and
economic downturn. In 2010, the CPI increased byicalerate four per cent only. With high
economic growth and continuing influx of foreigmpdal, the preservation of some price stability
is a major challenge for the National Bank of Cadiao(NBC) and important for sustaining
economic momentum in the longer term. High inflatrates can undermine the effectiveness of a
social protection system, particularly if benefit® not properly indexed so as to adequately and
promptly reflect any erosion of purchasing poweraasesult of price inflation (see Scholz and
Drouin, 1998).

3.2 Labour productivity, wages and social protection

Labour productivity is a critical economic indicatihat relates to social protection financing, in
particular for contributory systems. Since theadtrction or increase of wage-based contributions
may result in an increase of labour cost for predsicthis can only be justified if the workforce is
productive enough to absorb the additional cosgmmg that the increase in labour cost does not
undermine the viability of a business rationdl@n the other hand, social protection (health care
in particular) helps to ensure that workers ardthgand productive, hence there is a reciprocal
relationship between labour productivity and sogiadtection. Furthermore, labour productivity
usually increases with the skill set of workersd amth higher expertise workers become less
fungible, creating thereby increased incentivesefoployers to enter into long-term employment
relationships. This in turn increases employerdlingness to share the additional burden or cost
for the workers’ well-being. Generally high produity growth rates indicate that adding
financial costs to the production process by wayadial security contributions (or personal
taxation) is possible as industries become morepetitive on a global scale, employees less
fungible, and employment more secure.

91t has been argued that social security contrimstido not increase labour costs but merely substior wages, in
other words, that workers may accept lower wagdsey benefit from social security benefits in dicah.

25



In Cambodia, high productivity growth rates haverb®bserved during the past two decades.
Initially this was mostly due to the “peace dividénunfolding and the resumption of the
production process under normal conditions afterethd of the civil war. During the past decade
the growing influx of foreign capital has resulted new capital investments and helped to
accelerate the sectoral shift of economic actifribyn the agricultural sector to the secondary and
tertiary sectors, where value added per workesiglly higher.

Total value added (GDP) per employeethe years 1998 and 2008 is displayed in tabletith

in Cambodian Riels (KHR) and in US dollars (U8%)t can be observed that for all sectors
combined the average value added per employedaisedeby 5.8 per cent per annum for prices
measured in Riels and 5.0 per cent in US$. Thedsigiate of increase in value added per worker
was observed in the mining and quarrying industtygver 20 per cent in both Riel and US dollar
terms. For the primary sector, value added per @rarkcreased on average by about 1.7 per cent
per annum in Riels and 1.0 per cent in US$ respagti It should be noted however that these
figures are indicative only, since no comprehendat on employment is available.

Table 3.4 Value added (GDP) per employee, by economic sector, 1998-2008 (KRH ‘000s and US$)!

1998 2008
?50%3) US$ F(?O%s) us$
Mining and quarrying 3637 964 25341 6 229
Hotels & restaurants 24 378 6 460 22 068 5425
Construction 9 337 2474 13 553 3332
Manufacturing 9735 2580 13339 3279
Transport and communication 6 042 1601 10 824 2661
Electricity, gas and water 15 849 4 200 10 695 2629
Finance and other services 4292 1137 10 096 2482
Trade 4 156 1101 4 598 1130
Agriculture, fisheries & forestry 1294 343 1537 378
All sectors (average) 2380 631 4,190 1030

Note:'GDP at constant prices per employed; values disdlafiould be understood as indices.

Source: IMF data (GDP), NIS data (employment), antthor’s calculations.

At current prices, the average value added per @mplamounted to approximately US$110 per
month in 2008. The lowest level of value addedvparker was observed for agriculture, fisheries
and forestry at only about US$40 per month.

% Since data on the capital stock could not be naadéable, it was not possible to distinguish betweroductivity
contributions of labour and capital respectively.
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Table 3.5 Value added per employee by sector, average rate of change, 1998-2008 (percentages)

Rate of change per annum (%)

Riel-basis US$-basis

All sectors (average) 5.8 5.0
Agriculture, fisheries & forestry 1.7 1.0
Mining and quarrying 214 205
Manufacturing 3.2 2.4
Electricity, gas and water -39 -4.6
Construction 3.8 3.0
Trade 1.0 0.3
Hotels & restaurants -1.0 -1.7
Transport and communication 6.0 5.2
Finance and other services 8.9 8.1

Source: Author’s calculations based on table 3.4.

For most sectors productivity relates mostly toolabproductivity, as capital inputs are low.
Since wages are highly correlated to labour pradiigt an increase in productivity also means
an increase in wages. High labour productivity glows observed in Cambodia is therefore
conducive to the progressive implementation of atrifoutory social protection system as wage
levels continue to rise. Labour productivity alsdates to workers’ skills and education levels.
Hence, in the longer term, sustained increasesbiour productivity are only possible if education
levels rise in parallel, both for basic and higtesthnical education; therefore the need to further
efforts and investments aiming at improving oveeallication levels in Cambodia.

In summary, substantial further productivity inges will be required in the future in order to
adequately finance a social protection system tbnal coverage. This will require concurrently
a strengthening of the public education systenil &\&els, including of vocational training. Since
higher labour productivity generally means higheiges and thus an enlargement of the income
tax base, the increase in labour productivity ailo help to generate the fiscal resources required
to extend social protection provisions in Cambodia.

3.3 Government finances and fiscal space

3.3.1 Government revenues and expenditure

Between 1994 and 2010, domestic government revenaesased from 8.3 to 12.3 per cent of

GDP, i.e. by 50 per cent in relative terms, to headotal of US$1.47 billion in the year 2010 (see
table 3.6). The main revenue item is domesticwdnch currently represents about 60 per cent of
total revenues, followed by tax on cross-bordeddrémainly customs) at about 20 per cent, and
current non-tax revenue (transfers from post atetéenmunications, visa and tourists’ fees and
other commissions and charges, including capitalrme) at approximately 18 per cent of total

revenues.
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Table 3.6 Government revenues and expenditure, 1994-2010 (% of GDP)

1994 1999 2001 2002 2003 2004 2005 2006 2007 200809 2 2010

Total revenue 8.3 9.9 10.0 10.6 98 103 105 114 121 116 11123
Tax revenue 5.1 7.2 7.2 7.5 6.8 7.7 7.7 80 102 7 9.93 9.8
Domestic 1.2 4.0 4.8 5.0 4.7 5.3 5.5 5.9 7.1 6.9 .4 7 9.8
Tax on foreign trade 4.0 3.2 24 25 2.1 2.4 22 .22 26 24 2.4 7.4
Current non-tax revenue 3.2 2.6 2.7 3.0 2.8 2.5 221 1.8 1.7 1.6 2.2
Capital revenue 0.0 0.1 0.1 0.1 0.2 0.1 0.6 1.3 0.10.2 0.1 0.3
Total expenditure 140 136 164 180 16.1 142 132 141 147 141701 199
Current expenditure 9.3 8.2 9.3 9.7 9.7 8.5 8.0 8.3.6 8.3 85 10.6
Civil administration 4.9 4.5 6.2 6.8 7.1 5.9 57 06. 65 6.5 6.4 8.1
Wages and salaries 4.1 3.9 3.3 3.5 3.3 3.0 282 3.33 3.2 3.3 2.5
Social spending n.a. n.a. 2.9 3.5 3.3 3.1 2.8 2.82.8 2.6 2.8 2.7
Other civil spending n.a. n.a. 0.0 -0.2 0.5 -0.20.1 0.8 0.8 0.8 0.3 2.9
Military and security 4.4 3.5 2.7 2.4 2.2 2.0 1817 1.0 1.0 1.3 1.8
Interest payments 0.0 0.2 0.1 0.2 0.2 0.2 0.2 0.0.2 0.2 0.2 0.2
Other current expenditure 0.0 0.0 0.3 0.3 0.2 0.40.3 0.4 0.6 0.6 0.6 0.5
Capital expenditure 4.7 5.4 7.1 8.3 6.4 5.7 5.2 5.86.1 5.8 8.5 9.3
Balance -57v 37 -64 -74 -63 -38 -26 -27 -26 -2%0--76
Domestic financing -04 0.2 0.7 0.0 14 -05 -1822 -26 -30 -03 0.6
External financing 6.1 3.9 57 7.4 4.9 4.3 4.4 4.95.2 53 6.3 7.0

Note: n.a. = not available.

Sources: TOFE (tableau des opérations financigrd&tht) 2008-2010, in MOEF (2009a, 2010, 20113n#i (2009).

During the same period, government expendituragased from 14 per cent to about 20 per cent
of GDP. In 2010, current expenditures represenbediia53 per cent of total expenditures, while
the remaining 47 per cent were capital expenditu@aglays related to public administration
accounted for 76 per cent of current expenditune, defence and security 16 per cent. Capital
expenditures have increased substantially in regesuts to reach 9.3 per cent of GDP in 2010 in
comparison to only 4.7 per cent in 1994.

The budget deficit reached its highest level in@®@1 7.6 per cent of GDP. It must be stressed
however that the deficit consisted mainly of forefgnded project financing covered by grants
(61%) and concessional loans (33%), these totadibwut seven per cent of GDP in 2010. Only a
minor share (8%) of the budget deficit incurred010 was funded from domestic borrowing, at
about 0.6 per cent of GDP. In 2010, total net heimg, including concessional foreign loans,
amounted to approximately 3 per cent of GDP.

Only limited information was available on fiscalesyling by line ministries and their related
programmes, with the exception of the health se(dee section 6.3). According to the data
provided for the year 2010, about 15 per cent otiment expenditures were spent for general
administration, 23 per cent under defence and #gcwand about 35 per cent for “social
administrative”, which includes recurrent spendioigthe main line ministries, including the
MOH, MOSVY, MOLVT and MOEYS (see table 3.7). Reant spending for economic
government sectors (including the MOEF) totalledutbeight per cent whereas the remainder
(“miscellaneous”) corresponded to approximately#&@cent.
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Table 3.7 Composition of government expenditure by sector, 2006—2013 (percentage of total)

2006 2007 2008 2009 2018 201P 2012 2013
L

General administration 18.9 19.7 30.2 29.7 150 .714 144 14.0
Defence and security 22.1 20.7 18.3 30.0 22.9 22.21.8 21.2
Social administrative 37.2 34.8 28.9 32.6 35.2 236. 37.6 38.9
Economy administrative 9.3 8.1 6.5 7.3 8.3 8.4 8.5 8.6
Miscellaneous 12.5 16.8 16.0 0.3 18.6 18.2 17.7 217
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 Q@OO.

Notes: BL = Budget Law; p = projected.

Source: IMF.

For the sector referred to as “social administedtivt can be observed (table 3.8) that fiscal

spending in nominal terms more or less doubled &etm2006 and 2010 to reach approximately
3.7 per cent of GDP in 2010. However, since thidudes salary costs, overheads and some
procurement (e.g. pharmaceuticals), only a minaareshis believed to represent transfers

benefiting households directly.

Table 3.8 Government expenditure for social and cultural sectors, 2006-2013 (KHR billions)

2006 2007 2008 2009 201t 201F 2012 2013

Total social administrative 875 1034 1283 1549 1771 1988 2232 2504
Information 17 18 23 40 41 44 46 49
Public health 261 343 427 525 600 681 774 879
Education, youth and sport 446 491 607 708 825 936 1064 1208
Culture and fine arts 15 18 22 25 26 28 30 31
Environment 10 11 16 18 20 21 22 23
Social affairs, labour & VT 108 129 159 197 216 230 243 256
Public worship and religion 5 8 10 12 15 16 17 18
Woman affairs and veteran 13 15 20 24 28 32 36 41
Notes: BL = Budget Law; p = projected.

Source: IMF.

Budget projections for the years 2011-2013 revéained increases in social sector spending,
notably for health and education, both of which prejected to increase by 46 per cent in

nominal terms by 2013 from the year 2010. The tallaication to all sectors labelled as “social

administrative” is projected to increase to abottR<2.5 billion by 2013, reflecting an average

increase of about 12 per cent per annum in nonéarals. In relative terms, however, this does
not reflect a material increase after accountingpimjected GDP growth (at 6—7 per cent per
annum) and price inflation (3—4 per cent per annum)

3.3.1 Fiscal space
According to the IMF (2011), government revenues [@ojected to increase to 14.9 per cent of
GDP by 2015. Taking into account the projected gnoaf GDP, this yields a total increase of

fiscal revenues by 107 per cent in real terms upeoyear 2015, or an average annual increase of
14.5 per cent in nominal terms (see table 3.9h&lgh these projections may appear as overly
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optimistic, there is no doubt that new fiscal spadéemerge in future years, notably due to the
high GDP growth projected for the coming years.

Table 3.9 Government revenue projections (MTEF), 2010-2015

2010 2011 2012 2013 2014 2015

GDP at current prices (KHR billions) 47 805 53330 58 984 65578 73541 81 965
Projected revenues (% of GDP) 13.0 134 13.8 14.2 145 14.9
Projected revenues (KHR billions) 6215 7146 8 140 9312 10 663 12 213
Actual revenues 5 869

Projected increase in revenues (% p.a.) 15.0 13.9 14.4 145 145

Source: IMF (2011).

The process of long-term budget planning is basedmapproach of sectoral programming and
resource allocation, taking into account the repecneeds and programmatic priorities, a
process referred to as the Medium Term Expendiuaenework (MTEF). The first MTEF was
prepared in 2002 for the period 2003-2007 and iisgbgiloted by four line ministries, including
health, education, rural development and agriceltlihe intention of the MTEF is to allow for
medium-term resource allocations based on finanoaggirements for the implementation of
priority programmes. In this context, line miniegimust provide indicative spending projections
by programme area and line items (salary, nonygadad capital expenses).

So far no long-term financing framework for sogmbtection programmes exists in Cambodia.
Since responsibilities for social protection arargd between different line ministries, any long-
term financing strategy would require close coopenabetween the respective ministries, and
coordination of their MTEFs. In this context, theuhching of the National Social Protection
Strategy for the Poor and Vulnerable (NSPS) in Ddm 2010 has established a new
overarching conceptual planning framework, togethign modalities for the coordination of line
ministries and development partners under the st=shig of the Council for Agricultural and
Rural Development (CARD).

A long-term costing of social protection programngesurrently being undertaken by CARD for
the priority interventions spelled out in the NSP&.is understood that the planned assessment
of long-term resource requirements for the impletagon of the respective NSPS components
will establish a long-term planning framework arnéreby create a sound basis for informed
policy decisions by the Government and donors rhggrthe extension of social protection in
Cambodia. The process underpinning this long-tewhcyp-resources—planning approach as
suggested by the NSPS is conceptually similar & MTEF process. In light of the sizable
amount of funding required for the implementatidrine@ programmes outlined in the NSPS, the
commitment of the Government to allocating fisqadee for the extension of social protection is
deemed critical. Since ODA funding is likely to deagse in the future, the allocation of fiscal
resources may be indispensable for the extensigon@él protection, notably for the financing of
basic social transfers targeting the poor and valvle.

2L With technical support provided through the EUdad ILO project “Improving Social Protection andfoting
Employment”.
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3.4 Dollarization

Cambodia’s economy is highly affected by dollai@at according to the IMF, Cambodia is the
most dollarized economy of South-East ASidore than 95 per cent of all bank deposits are
denominated in US dollars and an estimated 90 @etr af currency bills in circulation are US
dollar bills. Viethamese Dong and Thai Baht are alsdely used in the provinces bordering the
two countries.

During the years 1975-1980, Cambodia had no monetgstem. Private property and
commercial exchanges including barter trade weolipited under the Khmer Rouge regime, and
all savings and cash holdings were lost as a coeseg. Although the Riel (KMH) was
reintroduced in 1980, confidence in the nationatency did not fully return; alternative means of
exchange were used by the public including golde rand foreign currency, mainly the
Vietnamese Dong, the Thai Baht, and the US ddDaring the early 1990s, Cambodia witnessed
a huge influx of US dollars; under the United NasioTransitional Authority in Cambodia
(UNTAC) operation in 1992/93 an estimated US$1lliobi of aid monies were disbursed. The
influx of US dollars continued thereafter as a hestiforeign aid, tourism, garment exports and
foreign direct investment (table 3.10). Furthermammittances from abroad estimated at over
US$400 million in 2010 were transferred mostly i8 dollars and made up for a high share of all
bank deposits (World Bank, 2010a). Although theuwm of Riels in circulation also increased,
the national currency is used mainly in rural ar@ashe preferred means of exchange, while the
urban economy remains largely dollar-based.

Table 3.10 Total ODA disbursement by donor, 1993-2007 (US$ millions)

Donor agency or country US$ (millions) Share ofatal (%)
UN agencies and international financial institutiors 2232.6 29.3
United Nations agencies 642.5 8.4
IBRD/World Bank 541.4 7.1
International Monetary Fund 241.5 3.2
Asian Development Bank 745.4 9.8
Global Fund 61.8 0.8
European Union 1814.3 23.8
European Commission 467.5 6.1
Belgium 59.5 0.8
Denmark 97.4 1.3
Finland 24.0 0.3
France 450.4 5.9
Germany 228.9 3.0
Netherlands 69.0 0.9
Spain 7.9 0.1
Sweden 230.8 3.0
United Kingdom 178.8 2.3
Other EU Member States 0.0 0.0
Bilateral donors 29135 38.3
Australia 323.8 4.3
Canada 69.3 0.9

2 Dollarization refers to the use of foreign currgnaften the US dollar, alongside the national &end
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China 303.8 4.0

Japan 1491.0 19.6
New Zealand 17.3 0.2
Norway 224 0.3
Republic of Korea 119.8 1.6
Russian Federation 10.3 0.1
Switzerland 17.5 0.2
United States 514.1 6.8
Other bilateral donors 24.2 0.3
NGOs (core funds) 652.9 8.6
Total 7 613.2 100.0

Source: Hang (2009).

Dollarization has both benefits and disadvantages@ambodia. The benefits include price
stability for imported consumer goods and the abser exchange-rate risk for foreign investors,
in particular for export-oriented sectors such fas tourist and garment industries. Since the
garment sector is currently the driving force oflustrialization in Cambodia, the benefits of
dollarization should not be underestimated. Thé laic exchange-rate risk also applies to the
banking sector, since the balance sheets of damnastiks are largely dollarized in Cambodia. It
should be recalled in this context that a majosoe@avhy the impact of the Asian financial crisis
in 1998/99 was so devastating was that many looastors had financed their investments via
foreign currency-denominated loans and suffereshérelous losses as a result of their exposure
to exchange-rate risk when Asian currencies malysikepreciated.

The problems related to dollarization are mainly limitations in control over monetary policy
by the Central Bank, the loss of seigniorage regenior the dollarized share of currency in
circulation, and the loss of lender-of-last-resaHtility.?® Forgone seigniorage revenues are
estimated at around five per cent of GDP, an ameguivalent to approximately 40 per cent of
current fiscal revenues (IMF, 2011). Dollarizatiafso limits the range of monetary policy
instruments available to the National Bank of CadibqNBC) for exerting control over the
Riel/lUS$ exchange rate, the money supply, and pniftation. The main instruments currently
used comprise (i) foreign exchange auctions; (&ftisg minimum capital and reserve
requirements for commercial banks; and (iii) in@rions via standing facilities, including
deposit and overdraft facilities, and a refinanavigdow for commercial banks (Bonnang, 2009).
The loss of lender-of-last-resort ability relatediquidity risk in the banking sector. In caseeof
bank run, the NBC will have to tap its limited faye currency reserves (US$) to provide
emergency loans to banks that encounter liquiditplems>*

It remains to be seen whether the NBC will be abledeal with future shocks and crises
effectively, and whether the current level of do#lation can be maintained. Despite the future
uncertainties, it is questionable whether a forceddollarization would be of benefit for
Cambodia given the current impact of foreign diiestestment on industrial development in the
country. Dollarization may adversely affect theiabprotection system if the NBC is unable to
maintain price stability. High inflation rates cée detrimental to social protection systems if
benefits are not adjusted adequately to reflede®sn purchasing power due to price inflation
(Scholz and Drouin, 1998).

3 Seigniorage revenues refer to the revenues gedetimough currency issuance given the (positiifiérénce
between face value and cost to produce the curr@mcyhe cost of printing bank notes and coins).

% Total NBC foreign reserves are estimated at 7@pet of total foreign bank deposits; this may esufficient to
prevent a serious financial crisis in case of aombaank run.
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3.5 Conclusions

The findings of this chapter can be summarizedbews:

>

Over the past decade, Cambodia’s economy has wédes sustained expansion at
approximately 8 per cent GDP growth per annum. fiaén drivers of growth were foreign
direct investment, a young and fast-growing labfmuce, and emerging industrialization in
the garment and footwear sector. Output in agucelialso expanded due to the increasing
employment engaged in agriculture. The servicewséenefited from the ongoing increase
of tourism, with foreign visitor numbers higher thever before.

No macroeconomic data is available on the labocorire share in Gross National Income.
Based on anecdotal evidence, the labour income skastimated at only 25-30 per cent of
total national income.

The GDP deflator increased at more than 5 per oceat the period 2002-2010. Consumer
prices increased during the same period at 6.5q@rper annum. Due to the worldwide rally
in commodity prices witnessed in 2008, the CPI rasan alarming rate of 22 per cent per
annum in Cambodia. However, although high pricdatitin is a matter of concern for
sustained growth in the future, the increase irdfpoces may have benefited the poor, who
are mostly engaged in agriculture and thereforgratucers of agricultural crops.

Over the period 1998-2008, the average value agéelediorker increased by about 5 per cent
per annum in real terms. Further productivity imses will lead to overall higher wages,
improved livelihoods and an enlarged national tased Furthermore, higher wages will
increase the contributory capacity of workers anmtpleyees to participate in any future
contributory social protection systems. Future pabiyity increases should be pursued in
agriculture to improve the livelihood of the ruraorkforce and accelerate poverty
eradication.

Cambodia’s economy is the most dollarized econamhé region, with over 95 per cent of
bank deposits held in foreign currency, mainly Ufflads. Dollarization may help to attract
foreign investors and protect importers of foreggods from exchange-rate risk. However, it
also results in forgone fiscal revenues from seige benefits and limits the scope of
monetary policy instruments available to the NBC &zhieving price- and exchange-rate
stability. Furthermore, dollarization prevents thBC from intervening as the lender of last
resort in case of a serious liquidity crisis andyntfzerefore constitute a risk for long-term
economic stability.

Fiscal revenues have increased continually ovep#st decade to reach about 12.3 per cent
of GDP in 2010 from less than 10 per cent in thary@000. According to the MTEF, fiscal
revenues are projected to increase further to reaeh 14 per cent of GDP by 2015. Along
with sustained economic expansion, new fiscal spatikely to emerge in the coming years.
In light of the sizable amount of funding requirfed the implementation of the programmes
outlined in the NSPS, the commitment of the Goveanirto allocating fiscal space for the
extension of social protection is deemed critiGhce ODA funding is likely to decrease in
the future, the allocation of fiscal resources niey indispensable for achieving progress
towards the extension of social protection in Catid.o
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4 Governance

4.1 Background

Before the year 1953, Cambodia had been a Frerohycéor almost a century. Under the first
Constitution, adopted under the French in 1947, I&tatha was governed by a monarchy with two
generally elected houses, the National Assembly thiedPopular Assembly; but all powers
emanated from the king. After gaining independanckE53, Cambodia experienced tumultuous
changes in its political and economic regimes dyufour decades. The second Constitution was
adopted in 1957. It granted Cambodians a numbbeasit rights such as freedom of speech and
the right to stand for election to parliament. Unthee leadership of Prince Norodom Sihanouk,
Cambodia enjoyed during the 1960s economic pragpemd security comparable to its
neighbours. Much of the basic infrastructure wasstmicted during those years, some of which is
still in use today.

In the late 1960s Prince Sihanouk implemented @omatzation policy which forced many
foreign companies out of Cambodia and seriouslyugied the development of a market
economy. A coup d’état by General Lon Nol ousteohd® Sihanouk in 1970 and Cambodia
became a republic. Lon Nol, the new President, pfgated the third Constitution that stipulated
a multiparty political system and democratic pnohes. The President held all executive power
and commanded the armed forces. Parliament incltidedNational Assembly and Senate, with
members elected by general elections. The counts imdependent and monitored by a supreme
court.

Opposition forces against the new republican gavent formed the National United Front of
Kampuchea with the support of North Viet Nam. Bdlif allies, the Cambodian People’s National
Liberation Armed Forces and the Khmer Rouge splinsafter. In April 1975 the Khmer Rouge
took over Phnom Penh and established a Maoist eegibemocratic Kampuchea, under the
leadership of Pol Pot. The three branches of gonen were unified under a single institution,
the Central Committee. The market economy was cetelyl abolished, and no money, trade or
private ownership of any kind was allowed. The arpapulation was forcibly resettled to rural
areas to perform agricultural work, and the edutaigée was executed. Estimates indicate that
more than a million people were killed or starvedl¢ath during the Khmer Rouge years.

The regime was toppled in 1979 by Vietnamese tr@us Cambodian resistance forces. Khmer
Rouge forces continued to occupy areas along tle—-Tambodian border until 1998. A new
government, the People’s Republic of Kampuchea (PRHas established and received major
assistance from the former Soviet Union. The regias controlled by the Communist Party, the
People’s Revolutionary Party of Cambodia, whicltedagvolved into the Cambodian People’s
Party (CPP). Cambodian People’s Revolutionary Cdiess at the provincial, district and
communal levels were the local governing bodieparsible for implementing the Central
Committee’s decisions and directives. The Centrain@ittee also set up a court system, and
many of the judges and prosecutors appointed dtingigtime are still serving today.

Reconciliation began in 1987 and the last contihgéVietnamese troops withdrew in 1989. The
Constitution was amended again in 1989 and thee $faCambodia emerged. In 1991 the four

% Most of this section is based on Chandler (1991).
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main political factions signed the Paris Peace Adsowhich laid the groundwork for general
elections held in 1993 and the development of erdih multiparty political system. The country
also embarked on the transition to a market econony989, seeking external assistance from
the West after the former Soviet Union collapsebdle hew regime permitted limited private
ownership of property and private enterprise, dattsowned enterprises (SOES) were privatized.

The United Nations Transitional Authority in CambdUNTAC) was set up in 1992 to help
govern the country until a new legitimate governineas established after general elections.
General elections took place under UNTAC in May3,%nhd a coalition government was formed
by the three major political parties: the Nation#ited Front for an Independent, Neutral,
Peaceful, and Cooperative Cambodia (FUNCIPEC), @®P, and the Buddhist Liberal
Democratic Party. This political compromise resiilie an uneasy arrangement of two co-prime
ministers as well as co-ministers of the interiod adefence. The sixth Constitution was
promulgated by the National Assembly in 1993. ilhidates the establishment of Cambodia as a
constitutional monarchy, where the king reignsaddlly but does not govern the nation.

The Constitution further provides for a multipartjgeral democracy in which the people are
masters of their country and exercise their povlasugh the National Assembly, the Senate, the
Royal Cambodian Government and the judiciary. Bugslative, executive and judicial branches
of government are separate and all citizens haweigiint to establish associations and political
parties. The Constitution recognizes the rule af land human rights as enshrined in the
Universal Declaration of Human Rights, and guarestieedom of expression, freedom of the
press (along with the 1995 Law on Press Regime) framdom of assembly.

According to the Constitution, the State protedtizens’ rights to obtain a quality education for
at least nine years, with free provision of botimary and secondary education. To this end, the
State must establish a comprehensive, standardidedational system throughout the country
and adopt curricula based on modern pedagogicatiples. The State is also responsible for
providing health services and support for the shyciaulnerable through the provision of free
medical treatment and maternity services for potizens. The Constitution also stipulates that
the State must support children, mothers, the didaland the families of combatants who gave
their lives for the nation, and that the State watablish a social security system (see section
7.2.1)

4.2 Current reform

4.2.1 Decentralization

Over the past decade the governance reform agexsdarhbraced decentralization, referred to in
Cambodia as subnational democratic developmengadir in 2001 a law on commune/sangkat
governance was adopted and commune/sangkat electi@me held in 2002 to establish
democratically elected commune councils.

In the following years the objectives of the “D&Deferm” were further elaborated in the 2005
Strategic Framework for Decentralization and Deeemtration Reforms (the Strategic
Framework), which envisages a reform process airor{g consolidate and deepen the process
of democratization at the grass roots; and (iimote local development and poverty reduction.
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The reform entailsthe establishment of district and provincial cdlsw@nd the creation of
accountable and unified subnational administrattorgipport these councils.

The guiding principles of the Strategic Framewank spelled out as follow:

» Democratic representation Strengthen local councils that are democraticalécted (either
directly or indirectly) and expand their powersspensibilities and resources.

» Popular participation: Introduce systems and procedures for people’sicgation in
decision-making at all levels of the subnationaleggaance system.

» Public-sector accountability. Strengthen the accountability of public admirgson at all
levels and facilitate people’s oversight of the adstrative and financial performance.

> Effectiveness Bring providers of services closer to the userd allow users to participate in
the planning and monitoring of public services &y in order to make public services
responsive to local needs and priorities.

» Efficiency: Improve the administrative system, coordinatiod amanagement capacity of the
subnational governance system to improve qualityatess to public services at all levels.

> Poverty focus Enhance the capacity of integrated territorighatties at all levels to better
target public expenditures to eradicate povertyfagusing on vulnerable groups and to
achieve Cambodia’s Millennium Development Goals.

In 2008, the Council of Ministers and the NatioAssembly adopted further laws in the context
of subnational governanéé. The Organic Law does not directly assign functiamd allocate
personnel and resources, but indicates the futepes $0 do so, and establishes a new National
Committee for Sub-National Democratic DevelopmeNCDD), an inter-ministerial body
entrusted with overseeing implementation of theaig Law. In 2009 NCDD formulated the
National Program for Sub-National Democratic Depetent (2010-2019) (the National
Program) aiming to operationalize the implementatd the D&D Strategic Framework and the
Organic Law over the decade. In 2010, a three-yeplementation Plan (IP3) was developed by
NCDD with detailed objectives and activities of firet three years of implementation.

In parallel to the development of the policy angiséative framework, decentralization activities
proceeded at the local level. In 2007, the secdectiens of commune/sangkat councils were
held in 1,621 communes and sangkats, and in 2@%i@ts were organized for provincial and
municipal councils.

Along with political authority some resources wedezentralized early on during the reform. The
Commune/Sangkat Fund (C/S Fund) was established20@1 as the first step in an
intergovernmental fiscal transfer system to finanmath administrative and development
expenditures to be controlled by commune/sangkanats. The allocation to the C/S Fund from
recurrent revenues has increased each year to abacih 2.8 per cent of overall fiscal revenues in
2010; an average annual budget of about US$15,66@g@nmune. Since 2003, the C/S Fund
budgets earmarked for local development have bagmetl up through the World Bank-funded
Rural Investment and Local Governance Project (FA)LG

The experience of the C/S Fund has been a positigeso far. Using the Fund to provide basic
infrastructure and services, commune/sangkat ctsuheive been empowered through a small

% See NCDD website: www.NCDD.org.kh.
” Law on Administrative Management of Capital, Praés, Municipalities, Districts and Khans; and Law o
Elections of Capital Council, Provincial Councilulicipal Council, District Council and Khan Council
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budget which provides some flexibility and requipasticipatory planning processes and the need
to put in place the downward accountability meckars envisaged in the policy framework.

4.2.2 Public financial management reform

Efforts to improve public financial management (PFBystems, including the provision of
technical assistance, began in 1995. However, @fihoeform was regarded as a key element in
improving service delivery and resource realloagtimitial reform efforts had little concrete
impact, primarily because of constraints associatéd a weak and poorly remunerated civil
service, lack of political support and technocratimership, and weak donor coordination.

In 2002 the Government launched a wide-rangingrefoengage all actors in the diagnosis of
problems and difficulties related to PFM in the ooy. The outcome of these deliberations was
documented in the 2003 Integrated Financial Acathiity and Public Expenditure Review
(IFAPER). Key findings included the need to inceeagvenue, address the system’s high
fiduciary risk, link spending more closely to outoes, and give high priority to civil service
reform, including merit-based performance incergive

In December 2004, the Prime Minister of Cambodiantded the country’s 10-year Public
Financial Management Reform Programme (PFMRP), lwidcfocused on four development
objectives:

» ensuring that thbudget is realisticand implemented as intended in a predictable mranne

»  implementing the policy agendahrough a comprehensive, orderly and transpangahdgédx
process;

»  improvingaccountability and internal control systems to strengthen compéand
transparency in the mobilization and use of putdgources; and

»  motivating civil servants by an effectiugcentive systenmanaged according to
meritocratic principles and procedures.

Given the situation on the ground, PFMRP is deslgas a step-by-step reform process or
platform approach built on four sequenced platforfjsa more credible budget; (ii) effective
financial accountability; (iii) a fully affordabland prioritized government policy agenda; and (iv)
government managers become fully accountable fagramme performance.

Initially efforts under PFMRP were focused mainty Blatform One, aiming to achieve a budget
that is more credible as an instrument of strategid day-to-day management of public
resources. Ensuring that the budget reflects gHifscant public resources and their deployment
will enable steps in subsequent platforms to haldget managers more accountable for the
proper, efficient and effective use of resourcesstVactivities set out under Platform One have
been completed, although in some areas such asyashgement and the streamlining of budget
execution considerable work remains. Tangible tesathieved to date under PFMRP include
improvements in tax administration, revenue coibect expenditure control, cash management
and budgeting. While efforts aimed at improvemémthese areas are continuing, activities under
Platform Two started in 2008.

According to the World Bank (2008), key factors tinuting to the successes achieved so far
under the PFM reform include the following:
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» the use of a sector-wide approach (SWAp) to coatdidevelopment partners’ input around
an agreed action plan;

» a core of dedicated reformers in the Ministry ob&B@my and Finance (MOEF) and other key
ministries to drive reforms forward;

» merit-based posting of staff in key positions; and
» Good team leadership in the MOEF.

4.3 Implications for social protection

The current social protection system in Cambodiadministered by different line ministries,
comprising mainly the MOSVY, MOH, MOLVT and MOEY3n addition, donor-funded
initiatives, in particular those undertaken in tih@mework of projects, often have their own
stand-alone administrative structure. Although tteeent efforts of development partners
increasingly support a programme-based approadh pabled funding and are aiming at full-
fledged budget support in the future, this is nettthe rule and there is still a myriad of diffetren
actors implementing activities that are sometimegerlapping or implemented in an
uncoordinated manner in the same areas. So fHe, ilitter-ministerial coordination has been
attempted. Exceptions are social health insuranicerevan inter-ministerial body, the Social
Health Insurance Council, has been established;dsabter management, where the National
Committee for Disaster Management (NCDM) has tHe o coordinating the respective line
ministries.

The recent adoption of the National Social Protectbtrategy for the Poor and Vulnerable
(NSPS), prepared under the leadership of CARDnatheer attempt to (i) coordinate all actors;
(i) define priority areas of intervention; andi)istreamline implementation arrangements at a
national level. It can be expected that the NSPIElead to a more coherent and coordinated
approach to the field of social protection in tb&ufe. However, this will depend also on whether
donors are prepared to support the NSPS and whefkiebD will have the mandate and leverage
to enforce a more coherent programme formulatiod eoordinated implementation. Since
CARD does not have a country-wide implementationcstire, much of the responsibility for
implementation will remain with the respective limenistries, at least in the near future.

The planned decentralization of public servicev@l might have implications for the delivery
of social protection benefits at local level, aligh it is as yet unclear what exactly the interface
between vertical programmes administered by lineistries and the new local administration
will look like in the future, and notably to whaktent responsibility for the delivery of benefits
will be delegated to the local administrations. Bigheless, the commitment of the Government
to decentralizing public service delivery, and ¢mgoing empowerment of local administrations,
should open new perspectives and widen the rangeolafy choices available. It should be
obvious that new approaches will need to be cdyeflinned and piloted before a country-wide
implementation can be envisag&d.

28 A pilot project is currently being prepared by IL&ming at piloting an integrated social serviediviery
mechanism (referred to as the “People Servicefhasubnational level.
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5 Poverty and vulnerability

According to the United Nations, Cambodia is stithong the world’s least-developed countries.
Despite substantial achievements in poverty rednaduring the past decade, many Cambodians
still live in poverty or in precarious livelihooauditions, particularly in rural areas. In additimn

the poor, numerous are those considered as “neai povulnerable; the latter have a high risk
of falling into poverty in the event of economicvdaturns, natural disasters, or other adverse
events affecting household income such as ill heditath or unemployment.

With a high proportion of the workforce engagedsumsistence agriculture, food security for
many depends on stable weather conditions. Camledieerefore highly vulnerable to climatic
shocks, including droughts and flooding. This isnpounded by insufficient or non-existent
infrastructure for controlling water levels in rrigeand wetlands, including dams and irrigation
systems. As a result, the livelihood of many Canmdoasl is highly affected by extreme weather
events, increasing their need for social protedtorase of climatic shocks.

Other factors contributing to the vulnerability@ambodians include high levels of poor maternal
and child health and nutrition, high seasonal ureympent, income insecurity, health shocks and
poor education (see CARD, 2010). Given the remgipiaverty and vulnerability profile, social
protection interventions by the Government and bgreent partners are focused mainly on
basic needs, including food security, emergencyadess to basic primary health care, and child
support. The following two sections provide a rewief poverty statistics and identification
mechanisms in Cambodia.

5.1 Measuring poverty

Since 1994, poverty rates have been estimated mmbGdia by the Ministry of Planning (MOP)
with support from development partners, mainly Werld Bank. Baseline poverty estimates
were prepared initially using data from the firsbdd consumption survey, the 1993/1994 Socio-
Economic Survey of Cambodia (SESC) (see Prescait Riadhan, 1997). Updated poverty
estimates were prepared based on the data froif@ah#wodia Socio-Economic Survey (CSES),
this in 1997, 2004 and 2007, and on a preliminaagis for the years 2008 and 2089The
updated poverty estimates are useful in monito@agbodia’s success in reducing poverty over
time. They are also useful for broadening and da&epgeour understanding of the changing
dimensions of Cambodia’s poverty and thereby imppigp¥he effectiveness of poverty reduction
and monitoring efforts.

Methodologies for measuring poverty have evolvedrothe years and therefore poverty
headcount rates over time have limited compargb#is changes in methodologies can result in
variations of estimates. The year 2004 is consdle® the beginning of a new period, with

poverty measurements based on consumption peracépitn that year onwards. However,

despite efforts to ensure consistency over timéims of methodology, household needs and
consumption patterns also change over time andhgetthe benchmark that defines poverty
remains a challenging task.

2 5eeMOP (1998), and Knowles (2009). At the time of wagf, the preliminary estimates for the years
2008 and 2009 have not yet been published nor seddry the MOP.
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Poverty estimates in Cambodia are established basedso-called poverty line, which reflects
the amount of household consumption required focyming a basic benchmark basket of items
(food and other) consumed by the average househuald.poverty lines are used in Cambodia:
the “food poverty line” and the “total poverty lihelThe food poverty line reflects the cost of
basic nutritional requirements set at 2,100 casoper person per day, based on the market cost of
staple foods according to the local dietary conmtpmsi The food poverty line thus basically
reflects the cost of feeding a person, assumingl fo purchased at local market prices.
Households with a per capita consumption under fdoal poverty line are designated as
extremely poor. The overall poverty line comprisasaddition to the basic food consumption, the
cost of essential goods and services such as mfpthousing, transportation and health care. The
poverty line reflects the cost of basic food and-fmod consumption, with non-food items
representing about 20 per cent of total minimumsoomption according to estimates from 2004.
Households with a per capita consumption underntrezall poverty line are labelled simply as
“poor”. The two poverty lines have analogies witle tlass 1 and 2 poverty groups under ID-Poor
(see below), although the underlying methodolodiéfier substantially.

Based on the above methodology, the poverty lineCembodia was estimated in 2004 at KHR
1,826 (~US$0.45) per person per day, or KHR 9,130S$2.25) per day for a household
comprising an average of five persons. About 80 pent (US$0.36) of the minimum
consumption reflected by the poverty line represemst for food, while the remaining 20 per
cent (US$0.09) is for basic non-food items (e.gthéhg and housing). Based on the 2004 poverty
lines, the headcount poverty rate (i.e. the povprgyalence rate) was estimated at 34.7 per cent
poverty and 19.7 per cent extreme poverty (see tall).

Table 5.1 Estimated poverty headcount rate, 1993-2009 (percentage of total population)

1993/1994 2004 2007 2008 2004
Extreme poverty 20.0 19.7 18.0 11.1 7.4
Poverty 39.0 34.7 30.1 20.7 14.6

Notes: *Adjusted figures that account for areas excludethfthe initial samplé Preliminary estimates
prepared by the World Bank.

Sources: MOP (1994, 2004, 2007); and data provigetie World Bank Office, Phnom Penh.

By 2007 poverty had decreased to 30.1 per ceneatrdme poverty to 18 per cent. Preliminary
estimates from CSES 2009 data suggest that polreagicount rates may have decreased further
to as low as 14.6 and 7.4 per cent for poverty extleme poverty respectively, if the same
consumption basket used in 2004 is applied (WoddkB 2011)° According to these preliminary
results, the poverty headcount rate is highestial rareas (17.0 per cent) and lowest in Phnom
Penh (1.8 per cent). Regardless of any methodabgisues that may remain, estimates clearly
suggest that the poverty rate is decreasing rapidlambodia, both for total and extreme
poverty. It is unclear, however, to what extensthositive development can be attributed to
economic growth versus poverty alleviation efforts.

The evolution of the Gini Index during 1994-2009@ests that, on average, income disparities
increased during the years 1994-2007, but havee dieen decreasing (see table 52Jhis

30 An alternative set of preliminary World Bank estifes using an updated consumption basket (comgr9rd per
cent non-food items) puts the poverty headcoustatB0.1 per cent and extreme poverty rate giér.@ent.
3Lt is noted that the estimates shown are basemosumption per capita as a proxy variable for ineo
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seems to be an indication that recent economicsda@ive been shared, to some extent, by the
poor through trickle-down effects. For rural ardfas data suggests, however, an increasing trend
in inequalities since 1994, despite a sharp drd20®8, which may be related to the surge in food
prices that may have benefited the poor, given ttingit livelihood relates mostly to agricultural
output (RGC, 2011).

Table 5.2 Estimated Gini coefficient for Cambodia, 1993-20097

1993/1994 2004 2007 2008 2009
National average 0.347 0.393 0.415 0.368 0.355
Phnom Penh 0.393 0.367 0.334 0.335 0.347
Other urban 0.439 0.432 0.449 0.352 0.370
Rural 0.265 0.340 0.344 0.302 0.355

Notes:'The Gini coefficient is a measure of income ineijpiatanging from 0 (no inequality) to 1 (total ieality).
The estimates shown are derived from CSES dataarteasumption per capita. However, sampling chdrayer
the successive surveys, so that values have limitesparability.? Preliminary estimates as prepared by the World
Bank.

Source: World Bank (updated estimates).

5.2 Targeting the poor: The ID-Poor project

Identifying poor households on an individual bakiough means-testing is important in many
ways to support efforts aimed at poverty eradicatith allows not only for a geographical
mapping of poverty and henceforth the identificatal areas that require priority intervention; it
also allows for targeting of poverty relief effotts benefit individual households that have been
identified as poor. The latter is particularly inm@mt for the design of social assistance
programmes aimed at benefiting individual househaoidrder to lift them out of poverty.

The ID-Poor project was initiated in 2005 by thev&mment with support from GIZ. Its
objective consists in identifying all poor housetwin Cambodia and determining their respective
needs. The programme started the assessment ofdumli households in specific regions in
2007, and quickly expanded to cover about 2,0dagak in 2009. So far more than 50 per cent of
all Cambodian households have been interviewedobuthich more than 1.5 million persons
were classified as poor at the end of 2010. Poasgssments of the remaining households have
been ongoing in 2011, and it is expected that ddPdor database will include all poor
Cambodians by the end of the year 2012. The pragemlans a full re-evaluation of all
households every two years to ensure availabifignoup-to-date set of data on the demographic
and economic situation of the poor.

The ID-Poor project is implemented through the MORe central office is assisted by two GIZ
advisers and works closely with ID-Poor units abvimcial planning departments (PPD). The
latter liaise with special committees set up in ommes, called Planning and Budgeting
Committee Representative Group (PBCRG), who coliefdrmation from villages. In each
village a committee called Village Representativeup (VRG) is established to carry out the
poverty assessment and report the results to tiGREB

The assessment of households is in itself a paaticry process comprising a self-assessment of

households through a detailed questionnaire makg®yof scoring and non-scoring questions.
Scoring questiongelate to the shape of the housing, productivetas@g. land ownership,
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fishing equipment), animal husbandry, number ofethelent family members per working family
member, electronic assets, means of transportatihfood borrowed over the last year; whereas
non-scoring questionselate to unexpected problems or crises, e.g.aicigomissed by children

of the household, assistance received from rektisiekness or deaths among the household,and
SO on..

The questionnaires are reviewed by the VRG, whie@mtdecides upon the classification of
households into three groups: (a) the non-pooriti{b¥e considered extremely poor, i.e. living
below the food poverty line (referred to as ID-Padrand (c) those considered poor but whose
livelihood is considered above the food povertyelifreferred to as ID-Poor 2). The list of
households considered poor is displayed in thagellfor review by the villagers, who can object
or make suggestions before the list is finally farded to the PBCRG at district level. If
unresolved issues remain, the PBCRG will assidt miédiation before the list is forwarded to the
provincial group, where the data is recorded in thePoor database, including ID of poor
household members and poverty classification (IDfPb or ID-Poor 2). An “equity card” is
issued for each household classified as poor gndtare of the household members is recorded
in the database.

ID-Poor is a useful mechanism to identify poor rehads. Once the poor have been identified,
the introduction of social protection benefits &teyl to the poor (e.g. cash transfers) is
realistically possible, provided the resources arailable and political commitment is ensured.
The lack of an appropriate poverty targeting medmns often the main impediment for the

introduction of benefits targeted to the poor.

5.3 ID-Poor data

This section presents an overview of the povertg dallected so far by ID-Poor in 14 provinces
and a comparison with the respective populatiomirig from the Census 2088The age
distribution of the poor (ID-Poor 1 and ID-Poori2)shown in figure 5.1. It can be observed that
poverty is high for children and elderly women. &irpoverty is assessed on a household basis, it
can be concluded that poor households have propately more dependants (children and
elderly) than households that are not poor.

32 The data provided cover the following 14 provind@anteay Meanchey, Battambang, Kampong Cham, Kagipon
Thom, Kampot, Koh Kong, Mondul Kiri, Prey Veng, Bat, Ratanak Kiri, Siemreap, Stung Treng, Svay ®ien
Oddar Meanchey.

42



Figure 5.1 Total poor population, ID-Poor data, 2009/10

Age distribution of poor people
Age
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Source: Author’s calculations from ID-Poor raw data

Separating the age distribution for the two catiegoof poor shows a high proportion of young
children (ages 0-10) living under the food povditye amongst the ID-Poor 1 population,
whereas, in relative terms, there are fewer indbe group 20-30 amongst those extremely
poor3 Overall, however, there seems to be little diffieesin the age/sex distribution of ID-Poor
1 and ID-Poor 2 populations (see figures 5.2 aB)l Also, it is noted that the census data used
here was “processed”, whereas the ID-Poor datasset comprised only “raw” data. This is most
apparent for the age group of persons older thaye@gs of age.

Figure 5.2 Population pyramid, ID-Poor 1 Figure 5.3 Population pyramid, ID-Poor 2
Age Age distribution of people in category Poor 1 AAge distribution of people in category Poor2
ge
m Men H Men
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Source: ILO, from ID-Poor raw data provided.

¥ Since poverty is assessed on the basis of aggragasehold consumption, the data suggests thttdee living
in extreme poverty the average number of younglodil per household may be comparatively high.
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Figure 5.4 shows the ID-Poor population in commariso the total population for all villages
where ID-Poor data has been collected. It is nthetl some of the villages covered by ID-Poor
were not covered by the 2008 population censusgtheere excluded for the comparison of the
two data sets.

Figure 5.4 Population pyramid, total population versus ID-Poor, 2009/10
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Source: ILO, from ID-Poor raw data provided.

The main findings are summarized in table 5.3ait be observed that the total headcount poverty
rate based on ID-Poor criteria is estimated at pércent, whereas the extreme poverty (ID-Poor
1 only) headcount rate is estimated at 12.8 per. #%omen and children are more likely to be
poor than men. Since poverty is assessed on a lmdseasis, it can be concluded that poverty
among female-headed households is relatively high.
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Table 5.3 Poverty distribution by gender and age group, ID-Poor data, 2009/10

Total Men Women Eihyg;en \(/\1/2222? age Egggly
Headcount (persons)
ID-Poor 1 738292 344 689 388 211 286 825 410 360 36 148
ID-Poor 2 822 274 390 500 426 168 287 866 495358 3773
Population? 5791798 2832755 2959043 2078518 347657236 728
Headcount rate (%)
ID-Poor 1 12.8 121 131 13.8 11.8 15.3
ID-Poor 2 14.3 13.8 14.4 13.9 14.3 14.3
ID-Poor 1 & ID-Poor 2 26.9 25.9 27.4 27.7 26.1 29.5

Notes:!Including those with “unknown sex” in the ID-Poaatd.” Population according to the 2008 census in thagéis covered
by ID-Poor.

Source: ILO estimates, from ID-Poor raw data predid

The ID-Poor data set presented relates to a tofallption of about 5.8 million persons. A simple
up-scaling of the estimated headcount poverty rgigds a total poor population of about 3.6
million, among which an estimated 1.7 million wolilde in extreme poverty (see table 5.4). It
can be observed that the estimates suggest thatithber of poor women exceeds the number of
poor men by about 200,000 in absolute terms.

Table 5.4 Estimated total poor population of Cambodia, 2009/10

Total * Men Women glilsd)ren \(/llgilgzg age Egggly
Total 2008 census population 13 395 682 6 516 054 6 879 628 4513792 8310590 571 300
ID-Poor 12 population 1687 293 782 933 893 563 622 296 9 91 82 082
ID-Poor 22 population 1 888 520 891 386 985 689 624 701 118805 75 760
ID-Poor 1 & ID-Poor 2 3575813 1674 319 1879 252 1 246 998 2170974 157 842

Notes:!Including those with “unknown sex” in the ID-Poaatd.” Estimated total ID-Poor population.

Source: ILO estimates, from ID-Poor sample dataipges
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6 Health

6.1 Overview

6.1.1 Health status

The health status of Cambodia’s population hasract on the country’s future socio-economic
development and potential for economic growth. Afiegperiod of extensive labour productivity
growth together with an expansion of the laboucdoifuture economic growth will have to rely
increasingly on intensive labour productivity growt is to be sustained over the longer term.
Although there is much potential for capital protiity to unfold, long-term economic expansion
at the current pace will only be possible and soabde if labour productivity develops in order to
support the growth of the secondary and tertiaggoss. This however is only possible through
improved education, for which a good health status prerequisite. Also, increased labour
productivity means higher wages, disposable houdehmomes, and ultimately enhanced
capacity to contribute to the national social pcota system to be developed in the future.

Cambodia’s health status is nevertheless still @ribie poorest in South East Asia. A heavy
burden of communicable diseases and high childraatérnal mortality rates still affect many
Cambodians caught in a vicious cycle of ill headtbbt and poverty; this is delaying the country’s
development. Although progress has been achievestrémgthening the national health system
and improving access to health care for the pamticued effort is needed to further improve the
access to quality health-care services and thegroh of households against catastrophic health
expenditures. An international comparison of keglteindicators provides a mixed picture of
the health status of Cambodia’s population (sele ali).

Table 6.1 Cambodia and its neighbours, regional comparison of health-related indicators, various years

GDP Life Adult % births

per expectancy mortality IMR US5MR rDai;B p:,\gsai?: MMR assisted by
Country capita at birth rate 2008 2008 2008 2008 2008  skilled birth

(2008) 2008 2008 attendant

(US$) (years) (year)
Cambodia 711 62.4 403 69 89 91 89 540 71 (2010)
Indonesia 1304 67 206 31 41 7 83 420 73 (2007)
Viet Nam 1051 73 150 12 14 93 92 150 88 (2006)
Thailand 4043 70 209 13 14 99 98 110 97 (2006)
Myanmar n.a. 54 336 76 122 85 82 380 57 (2001)
Laos 893 62 302 48 61 61 52 660 20 (2006)
Bangladesh 497 65 238 43 54 95 89 570 n.a.
India 740 64 213 52 69 66 70 450 47 (2006)

Notes:* Number of deaths per cohort of 1,000 persons 15yeé€s of age (45 years life spah)infant mortality rate: number of
infant deaths per 1,000 live births (still birtheckided).® Under-5 mortality rate: number of deaths per 1,p8fsons between
birth and 5 years of age (5 years life spAm)PT: diphtheria, pertussis and tetanus; per ceohitdren vaccinated® Number of
confirmed cases per 100,000 persons in populatibtaternal mortality rate: Deaths per 100,000 liirghs.

n.a. = not available.
Sources: Population Census 2008, NIS (2009a); VuEla.

It can be observed that for several indicators, Radia scores among the worst in the region,

particularly for infant, child, and adult mortalitgtes. Despite this bleak picture, key child Healt
indicators have been improving recently and Camdbddis been successful in containing and
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reversing the spreading of HIV/AIDS and, to a dertaxtent, tuberculosis. Overall life
expectancy, for instancanproved markedly from 50.3 to 60.5 years for mamd for women
from 58.6 to 64.3 years over the period 1998-23@& (able 6.2)t can be reasonably expected
that these positive trends will sooner or latengtate into increased well-being and productivity
of adults, and an improvement in the educatiorslstof children and youth.

Table 6.2 Life expectancy at birth, 1950-2008

Life expectancy at birth (years)

Period
Male Female Average

1950-1955 38.1 40.8 394
1955-1960 40.0 42.8 41.4
1960-1965 42.0 44.9 434
1965-1970 44.0 46.9 45.4
1970-1975 39.0 41.7 40.3
1975-1980 30.0 325 31.2
1980-1985 48.9 52.3 50.7
1985-1990 52.1 55.5 53.9
199¢ 50.3 58.6 54.4
200¢ 60.5 64.3 62.4

Sources: Population Census 2008, NIS (2009&)NDESA (2010)? MOP (1998).

The increase in life expectancy at birth is maialyesult of improvements in child and infant
mortality rates, since adult mortality does notllyeshow a decreasing trend (see table 6.3).

Table 6.3 Adult mortality rates, 1990-2010"

1990 2000 2008 2010
Male 306 382 294 410
Female 248 255 216 250
Average 272 315 253 330

Note:! Estimated number of deaths before reaching ageré®dohort of 1,000 persons aged 15.

Sources: WHO (2010) for 1990-2008; Cambodia Demdtcagnd Health Survey (CDHS) 2010.

The health status of the poor has markedly imprased result of poverty reduction efforts and
increased spending on health, but is still considex critical factor. According to CSES data on
self-reported health status (see table 6.4), thargsd wealth quintile scores higher than the
second-poorest quintile, with almost 21 per centhef poorest quintile reporting a good health
status for their respective ages.
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Table 6.4 Rate of change in self-reported health status of the poor, 2004 and 2007 (percentages)

2004 2007 Change (%)
Poorest wealth quintile
Has one or more disabilities 10.5 4.6 -56
Health status relatively good for age 13.7 20.7 1+5
Health status relatively poor for age 18.6 15.2 8-1
Second-poorest wealth quintile
Has one or more disabilities 10.1 7.5 -26
Health status relatively good for age 154 19.1 4 +2
Health status relatively poor for age 18.9 15 =21

Source: Cambodia Socio-Economic Survey (CSES) 2012.2

Progress towards achieving the Cambodia MillennDevelopment Goals (CMDG) is mixed,
although remarkable progress seems to have be@vadlon several fronts, particularly on child
and maternal mortality (see table 6.Burthermore, Cambodia is on track to achievingntant

and child health immunization goals, with immuniaatrates against measles already above the
MDG target for the year 2015. Improvements have bkEen observed in HIV/AIDS prevalence,
but the country is still far from achieving its ¢@avith respect to reducing maternal mortality and
TB prevalence rates.

Table 6.5 Key health Cambodia Millennium Development Goals (CMDGs)

Recent data

Goal Measure 2015 target 2010 target
(vear)
Children under-5
Reduce child mortality mortality rate 65 85 gj 88283
(per 1,000 live births)
Children under 1
immunized against 20 85 91 (2008)
measles (%)
Maternal mortality rate 250 350 461 (2008)
Improve maternal health .1 50 000 live births)  (revised NSDP)  (revised NSDP) 206 (2010)
TB prevalence rate 617 (2008)
(per 1,000 persons) 30 214 590 (2009)
Combat HIV/AIDs, People 15-49 years old
malaria and other diseasesliving with HIV (%) 1.8 2.0 0.7/(2008)
Malaria severe case 0.1 0.25 0.35 (2009)

fatality rate (%)

Sources: CDHS 2008 and 2010; Population Census 20832009a).

With Cambodia on track towards reaching its Millemn Development Goals for infant and child
mortality rates this is likely to show positive efts on primary and secondary education: healthy
children learn better than sick ones. It is obsgrvmwever, that inequalities continue to exist in
health outcomes between population groups. Accgrdm the Cambodia Demographic and
Health Survey (CDHS 2010), the under-five mortaligte remains three times higher for
Cambodians from the lowest wealth quintile compaoeithose from the highest quintile.

Improvements in the maternal mortality rate ar® a&spected to materialize with improvements
in utilization and coverage of maternal health g@s. According to the 2008 population census,
the maternal mortality ratio declined from 472 thsaper 100,000 live births in 2005 to 461 in
2008, still far from the revised NSDP targets 0035 2010 and 300 in 2013. According to the
most recent data from CDHS 2010, the maternal rigrteate is estimated at only 206, a
remarkable decrease although a statistical biasatdre excluded given such a drastic change.
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Lack of contraceptive use contributes to a higle raf abortion- and miscarriage-related
complications, due also to lack of access to Sadeten services.

Communicable diseases remain the main source lo¢allth in Cambodia and this is obviously an
area for potential improvement. The prevalence M peaked in 1998 at 2 per cent among the
adult population (15-49 years old), but has sirmenbdeclining steadily, reaching 0.7 per cent in
2008% The TB prevalence rate has also been graduallynites; reaching 617 per 100,000 in
2008 from 764 per 100,000 in 1998, though it remamuch higher than in the neighbouring
countries. Progress has also been limited regarthiagcontainment of malaria-related deaths,
with the fatality rate rising to 0.35 per cent akes in 2009, well above the rates that would allow
for reaching CMDG targets.

6.1.2 Access

Access to and use of public health facilities hagaased, including among the poor, with high
coverage rates reported for key preventive intdrgas, and improved coverage of facility-based
deliveries. The use of outpatient services in hea#intres has also increased but remains at a
relatively low level compared to the rate for ptez@roviders. However, a significant increase in
access to and use of public-sector care has besam@dl for preventive interventions. Childbirth

is also better provided for, with trained attendaat delivery rising from 22 per cent in 2003 to
63 per cent in 2009 and deliveries at public hefadiities up from 11 per cent to 44 per cent in
2009, and 54 per cent in 2010.

However, Cambodians still tend to avoid seekingpatient care with public providers, showing
preference for the private sector and self-treatmerording to the CDHS 2010 only 31 per cent
of those ill who sought care in the past monthgedsa public health facility, compared to 62 per
cent preferring a private provider such as a peivdinic, hospital, pharmacy or health worker.
This tendency is likely to persist as long as theneo marked improvement in quality of care in
the public health sector.

Overall improvements should not distract from addigg the remaining inequalities in access to
care among the poor and non-poor and among diffesgions within Cambodia. The 2007
CSES also reported that for inpatient care, persoihghe poorest wealth quintile were
hospitalized on average for 4.65 days versus 88 tbr persons in the richest. The 2005 CDHS
suggested that 20 per cent of rural women visitpdldic provider when ill as opposed to only 8
per cent for Phnom Penh-dwelling women.

6.1.3 Utilization

Utilization of health services varies accordingage, gender, geographic location and socio-
economic status. The elderly are less likely tenrextreatment than the young, even though they
carry a greater burden of disease. Women seekresatcomparatively more often than men,

although this relates to the fact that they haveawgr health-care needs, particularly in the
reproductive ages.

The CDHS 2010 also illustrated generally lower tieahre utilization by the rural population
compared with urban populations. It was found thahl women are more than three times as
likely to give birth at home than urban women. Whdgard to acute respiratory infections, the

3 This result, however, suggests a possibly hightatitr rate among the target group.
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leading cause of morbidity and mortality in Camlagdhe CDHS found a lower rate of treatment
by trained providers in urban areas. This may lesalt of the easy access to pharmacies in urban
areas, facilitating self-medication.

Socio-economic status also plays a strong roleeiterchining utilization (see table 6.6). The
richest generally utilize health-care services moeguently than the poor. In part this may be
because they perceive themselves to have morehhgatiblems, although international
experience suggests that such perception relattly pa having more contact with health-care
providers (supplier-induced demand). However, tigs certainly also an indication that
inequalities of access to care remain.

Table 6.6 Health problems and health-care utilization across population quintiles, 2007

Wealth quintiles

Poorest 2nd 3rd 4th Richest
lliness or other health problem in 11.3 14.7 16.5 16.4 183
past 4 weeks (%)
Received medical care for reported
health problem (%) 71.8 79.3 83.5 86.2 90.8
Hospitalized in connection with
reported health problem (%) 35 2.1 35 4.2 o
Average number of inpatient days 4.65 5.62 5.29 67 3. 8.09

Source: CSES 2007.

Wealthier women in Cambodia are twice as likelypasrer women to deliver at a health facility.
The 2010 CDHS found wealth to be the main deterntima explaining delivery at a health

facility compared to other variables. Overwhelmpgloorer Cambodian mothers still deliver at
home, which partly explains the country’s high ma&¢ mortality rate. According to the CDHS

2010, 79 per cent of women from the poorest q@stihentioned affordability as a problem in
accessing care, compared to only 48 per cent aichest quintile.

Generally, care-seeking behaviour is highly skevierddeliveries but less so for other public

health issues. In 2005, 90 per cent of mothers filmenhighest income quintile had their births

attended by a doctor, nurse or midwife, compareahty 21 per cent for mothers from the lowest
quintile. The data from the 2010 CDHS indicated thgportant progress has been made in this
area, with the respective rates reported at 9&@et for the richest quintile and 49 per cent for
the poorest quintile. Many other major public hleglirogrammes, such as immunization, are
reaching out across all population quintiles. H8éting is an exception to this and may reflect a
higher HIV prevalence rate among richer quintiles.

Indicators of preventive maternal and child healf\CH) measures show only moderate

differences between wealth quintiles (table 6.@)sbme cases they are highest for the poorest
quintile, which could be due to outreach activiilepoor population areas.

Table 6.7 Selected maternal and child health (MCH) service indicators, 2007 (percentages)

Wealth quintiles

MCH indicator

Poorest 2nd 3rd 4th Richest
Child under 5 years given vitamin A 90.2 94.0 95.0 91.3 93.5
Child under 2 first given breast milk 80.5 79.5 56. 76.5 76.0
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Child under 2 has vaccination card 81.2 79.3 86.5 0.69 89.3
Child under 2 received three DPT doses 725 65.7 771 74.1 64.2
Child under 2 never vaccinated 11.9 11.8 3.6 6 2. 1.7

Source: CSES 2007.

The trend observed over recent years shows a msigeeimprovement in uptake rates, with
indicators rising faster for the poorest quinthan for the richest (table 6.8).

Table 6.8 Changes in selected MCH service indicators, 2004-2007 (percentages)

o Wealth quintiles
MCH indicator

Poorest 2nd 3rd 4th Richest
Child under 5 years given vitamin A 12.40 12.30 202. 6.50 6.50
Child under 2 first given breast milk 51.80 49.50 4.50 43.70 39.50
Child under 2 has vaccination card 3.90 2.70 4.20 5.30 2.80
Child under 2 received three DPT doses 15.70 430 10.30 12.60 3.60
Child under 2 never vaccinated 4.20 0.90 094 5.50 7.80

Source: CSES 2004, 2007.

6.2 Public health system

Since the end of the civil war, the Ministry of Hidahas made continuous efforts to improve the
public health infrastructure and the scope andityuaf health services provided. In particular
since 1995, Cambodia’s health reform focused onramipg the provisionof health services
through a process of staff training, infrastructw@velopment and the supply of drugs to public
health facilities. Health service strengtheningdrewith the Health Coverage Plan, under which
reconstruction of district-level referral hospitadsed health centres was undertak&ervice
coverage was reorganized through the establishrmer®perational Health Districts (ODs),
comprising referral hospitals, health centres aedlth posts. There are currently 77 ODs, 75
referral hospitals, 967 health centres and 108tihg@bsts in operation, and their number is
gradually increasing to respond to the demandsgobaing population.

Consecutive health sector strategic plans have Heesloped and implemented by the MOH
since 1996. Along with these, strategic plans vaetepted for different diseases or intervention
areas such as HIV/AIDS, malaria, and reproductigalth, this with considerable support from
bilateral and multilateral partner§he adoption of the Health Financing Charter i96.aved
the way for public health facilities to levy useres, with exemptions being provided on a pilot
basis to the poor. A long period of planning andteymns development followed, leading to the
preparation of the draft Health Strategic Plan 2@085 and the Strategic Framework for Health
Financing 2008-2015 (see section 6.3).

During the last decade a number of contracting nsodere piloted in Cambodia, aiming at
improving the administrative efficiency of healtlergices delivery by introducing market
economy principles. A first phase of contractingswaloted from 1999 using two types of
contracting, “contracting-in” and “contracting-outContracting-in consists in outsourcing the
management of government health services to a twdaternational NGO while everything else
remains in the government system, including faesit staffing and drug supplieSontracting-

out refers to a system where a third party is givea rissponsibility of managing the whole
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operational district health system, including steff procurement and distribution of supplies,
using the infrastructure of the government suchbaidings and facilities. The pilot phase
indicated success of the model in improving heatitierage rates and reducing private out-of-
pocket (OOP) expenditure for health. Starting i90£0a different model of internal contracting
was piloted successfully at OD level using perfarogbased incentives and monitoring along
with proactive forms of management of ODs. An assEmit showed improved worker
motivation, higher utilization of health servicdstter maternal and child health outcomes and
higher efficiency and transparency of managemed kheovathanak and Annear, 2011).

A further step was taken recently to expand the e@hofl internal contracting for MOH district
level services, based on the view at MOH that serdelivery at public facilities should remain
the responsibility of the Ministry. The objectived this approach was to transform and
institutionalize internal contracting within opecatal health districts under the concept of the
“special operating agency” (SOA). The concept ad BOA was formalized in 2008 through
Royal Decree 346, which approved the applicationth® procedure across all government
services. It involves a new set of instrumentsiveer from government policy on public services
delivery and designed to improve the quality of lpubervice delivery. Under the Decree, local
government administrations and ministries are gevelegree of autonomy in making the best use
of their human, physical and financial resourcedeiliver the highest possible quality of services
in the most effective way and to enhance performatd accountability through streamlining
administration to be more transparent and moreorespe to people’s needs.

Despite significant improvements in the managenoértealth services at public facilities, the
demand for services has not increased in paradlehlse financial and other barriers continue to
limit access, particularly for the poor. AccordittgCDHS 2010 data only 32 per cent of reported
treatment episodes are provided in public-sectaititias, where the quality of service delivery
remains low. The constraints on the delivery of liggigoublic health services still include
inadequate management capacity, low salary lewealsdreate incentives for different forms of
private practice, and inadequate skill levels asin@alth centres and some hospitals. The private
health-care sector, which is quite diverse andelgrgnregulated, provides treatment of unknown
quality and accounts for 62 per cent of treatmgnsaegles (CDHS 2010). A variety of other
providers such as drug vendors, traditional andicels healers and birth attendants attract 6 per
cent of patients, although this rate decreased edéylcompared to earlier survey results.

Nonetheless, the MOH remains the main provider ational health-care infrastructure and

human resources in Cambodia. Furthermore, whilellamabsolute terms, the health budget

constitutes a large and increasing proportion ¢ibnal budget expenditures. For the year 2010,
MOH spending amounted to an estimated 12.8 per @ketdtal recurrent fiscal spending (see

section 6.3 below), an increase from an estimate® ger cent in 2007. Notwithstanding, despite
a sizable allocation of fiscal resources for hegtr capita spending remains lower in nominal
terms than in other countries of the region with éxception of the Lao PDR (see table 6.9). This
is due to the fact that total government spendouggpants for only about 20 per cent of GDP, and
GDP per capita is below the level of most couninéth the exception of Lao PDR.

Table 6.9 Total health expenditures for Cambodia and other countries in the region, 2007

Cambodia Lao PDR VietNam China Mongolia Philippines

Per capitaexpenditures on health in U

(including private out-of-pocket spending) 355 24.1 575 112.4 91.4 633

Total health expenditure as a % of GDP 59 3.7 7.1 45 6.2 3.9

Government expenditure on health a8baol

. 11.2 2.7 8.7 10.3 12.2 6.8
total recurrent government expenditure
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Source: WHO Western Pacific Region (WPRO) website ttam 2007.

6.3 Health financing

The allocation of adequate financing for an effectnational health-care system is a major
challenge in most developing countries. With fisesmources tight and a limited ability to pay by
users, often together with the absence of sizablmamd-side financing schemes, resources
available are generally too little to allow for @asonably functional system granting access to
affordable services of appropriate quality. Givee sheer amount of recurrent health financing
required in addition to an adequate infrastructigig)led medical staff and administrative
capacity, development actors focus much of théenéibn and resources on supporting the health
sector in developing countries, including in Cambod

In 2007 the MOH developed, along with the Natiokgalth Strategic Plan (2008-2015), a
comprehensive health financing strategy for Camdoothe Strategic Framework for Health
Financing, 2008-2015The document spells out a vision for health foiag in Cambodia
towards the achievement of universal coverage, identifies focus areas for health financing
activities. The Strategic Framework provides thsiddor improved inter-sectoral collaboration
between national ministries, donor partners ancerottakeholders. The proposed strategy
envisions the mainstreaming of various disparatm$oof health financing into a single ‘mixed
model’ that provides coverage for different segmenf the population through different
mechanisms, with resources originating from a co@ioon of government funding, donor
funding, assistance from NGOSs, out-of-pocket exparel private insurance, social and
community-based health insurance and equity fuiitie. Strategic Framework recommends a
realistic and step-by-step approach, comprisingalty the development of existing schemes
towards national coverage; and in a second steppwe towards universal health insurance
coverage under a national health insurance augharthe longer term.

Financing for health in Cambodia is currently stiérived from a variety of sources, including
mainly the government budget, multilateral andtbiial donor funding, NGO and other charitable
donations, the private insurance sector, and halg@ht-of-pocket spending.

6.3.1 Government expenditure on health

According to the MOH, the adjusted total budgetHealth in the year 2010 amounted to about
KHR 645 billion, with total disbursements estimatatd 611.4 billion (US$153 million), an
amount equivalent to 12.8 per cent of recurrentegamient expenditure (see Chaptesé&gtion
3.3). Since the MOH is piloting programme-based datithg, the budget is divided beten
regular budget and programme budget. Detailed ekpea broken down by central and
provincial levels is shown in table 6.10. It candieserved that in the year 2010 total expenditure
for the procurement of drugs and consumables areduntKHR 328.4 billion, or 54 per cent of
the total, which seems high by international consosr. A further 19 per cent was spent on
equipment whereas only 17.5 per cent was spentataries, which is low by international
comparison.

Table 6.10 National budget health expenditure by centre/province and budget line, 2010

. Government budget expenditureg(KHR millions) Share
Budget line — o
Central level Provincial level Total (% of total)
Equipment (60) 84 200 33100 117 301 19.2
Maintenance (61) 6772 23948 30720 5.0
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Communication (62) 13053 14 591 27 645 4.5

Salaries (63) 24 171 82 927 107 098 175
Drugs & procurement (64) 317 071 11 304 328 375 53.7
Taxes (65) 161 57 218 0.04
Total 445 430 165 928 611 358 100

Source: MOH (2010b).

6.3.2 ODA and NGO-funded expenditure

Total ODA monies disbursed in Cambodia in 2010estimated at over US$1 billion according
to the Council for the Development of Cambodia (§D8ince the health sector is one of the
priority sectors for most donor countries, ODA funglfor the sector is substantial and cannot be
ignored. According to CDC, total funding for healihd HIV/AIDS programmes and projects
amounted to approximately US$238 million in 20X@Juding 28 million under the Health Sector
Support Project (HSSP-2) and 19 million under theb@ Fund, both of which are administered
by the MOH. Assuming overheads for ODA at 20 perttcthe estimated total net spending on
health under all ODA-funded programmes and projegtduding HSSP-2 and the Global Fund
amounted to US$146.6 million. For NGO-funded healthjects, total expenditure in 2010 is
reported at US$47 million by CDC, not including N&®plemented projects funded by ODA
monies, i.e. core funding only. With overheadsneated at 30 per cent for NGOs, this yields an
estimated net amount of total disbursements foltihea US$33 million in 2010.

6.3.3 Out-of-pocket expenditure (OOP)

According to all surveys undertaken in recent ye@®OP expenditure represents a high share of
aggregate total health spending in Cambodia. Aaegrtb CSES 2009 data, the average OOP
expenditure per capita is estimated at US$29.apeum. Compared to the data from CSES 2004
(US$15.9), this yields a rate of increase of 131 gent per annum. Based on these estimates;,
OOP per capita spending in 2010 is estimated at383% or US$463 million in aggregate.
However, although OOP expenditure is high, onheatmated 33 per cent thereof is spent in the
public sector, whereas 54 per cent is spent inpthate sector and 11 per cent for treatments
abroad (CDHS 2010). Estimated provider share astl mer encounter are shown in table 6.11,
not including cost for transportation to the hedtilility. According to CSES 2009, average
transport cost to medical providers is estimated$$3.65 per month, yielding a total of US$57
million (in 2010 dollars).

Table 6.11 Out-of-pocket expenditure by provider type, 2010

Type of provider Provider share (%) Cost per case (8%) Cost-weighted Total OOP share (%)
provider share (%)

Public provider 31.4 31.3 9.81 32.9

Private provider 61.7 26.0 16.01 53.7

Non-medical sector 5.9 12.1 0.71 2.4

Provider abroad 11 304.3 3.30 11.1

Total 100 29.83 100

Source: Own calculations based on CDHS 2010 data

% The total population for the year 2010 is projdcie 13.89 million.

54



6.3.4 Health equity funds and CBHI

Total expenditure of health equity funds (HEFs)eported at US$4.8 million in 2010, with
funding provided through different donors. Totadlmlirsements for medical services made under
HEFs to public providers is reported at US$2.8 iomillin 2010. Community-based health
insurance is also expanding, and so far the omyribmtory mechanism apart from private health
insurance. Nevertheless, provider payments from ICBHoroviders are still marginal at only
US$0.4 million in 2010, not including allowances fimod and reimbursements for transport
costs.

6.3.5 Private health insurance

The private health insurance market is only begigrio develop in Cambodia; therefore health
expenditure from private insurance companies iseatlly marginal. In the year 2009, total gross
premiums paid for health insurance is reportechst 0S$2.75 million; the total amount spent for
medical services is therefore estimated at less th&$2 million® It is noteworthy that total
gross premium amount increased by 22 per cent thenyear 2008 and is likely to grow further
in future years, given the lack of social healtsuirance coverage for most Cambodians.

Aggregate national health expenditure from all fagdsources has been estimated for the year
2010 at about US$857 million, of which about 18 pent is from the national budget (US$153
million) and approximately 27 per cent from develt@mt assistance and NGO core funds, which
accounted together for approximately US$232 milliocluding HSSP-2 and Global Fund
contributions (see table 6.12). Out-of-pocket hHealtpenditure still accounted for more than half
(55 per cent) of total health spending at an eseth&JS$463 million (see above). Aggregate
national expenditure for health in 2010 was eqeintto 7.1 per cent of GDP, which is relatively
high in comparison to other countries of the regibotal health expenditure per capita in the year
2010 is estimated at KHR 244,000 (US$61.0). Givenlttigh share of donor funding for health
(28 per cent), it is questionable whether all reses spent directly benefited Cambodians, and
whether they were spent in the most cost-effegtia@ner.

Table 6.12 Health expenditure by source and total, 2010 (estimates)

Funding source KHR billion US$ million Share of total (%) Source
National budget 611.2 152.8 18.0 MOH!
HSSP-2 89.6 22.4 2.6 MOH*
Global Fund 61.4 15.4 1.8 MOH*
ODA (other) 586.4 146.6 17.3 cbe
NGOs 189.6 47.4 5.6 cpc
Out-of-pocket (OOP) 1852.0 463.0 54.6 CSES 2009
Total 3390.2 847.6 100.0
% of GDP 7.1

KHR/cap US$/cap

Expenditure per capita 244 078 61.0

Notes:* See MOH (2010b); for HSSP-2 and Global Fund ovetfiée.g. consultancies) are assumed at 2Xstimated ODA
expenditure figure for health and HIV/AIDS (see C2011)), excluding HSSP-2 and Global Fund, and asguoverheads at
20%.%Estimated NGO core funding for health and HIV/AIPEDC, 2011), assuming overheads at 3d%ccording to CSES
2009, average out-of-pocket spending is estimat&t5&29.60 per capita for the year 2009. With agrage annual rate of
increase of 13.2% (2004—-2009), this yields US$3p&i0capita for the year 2010. Total populationtfer year 2010 is projected
at 13,890,000.

% See MOEF (2009b). The main providers of privataltheinsurance are the companies Infinity and Forte
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The share of total health expenditure considere@sasial”, that is, comprising all resources
channelled through public transfer mechanisms sk-pooling schemes, is estimated at 45 per
cent of total health expenditure, or about US$3@6am.*’

The main part of health financing for public prostid is channelled through the supply side.
Although aggregate demand-side financing, includiitd-s, CBHIs and OOP spending, amounts
to an estimated 28.6 per cent (US$156 million)otdiltspending in the public health system, only
about 3.3 million (2 per cent thereof) is chanrklidrough risk pooling and/or transfer

mechanisms (HEFs and CBHIs). Despite the succesguify funds in granting access to care for
the poor, little has been achieved in terms of cedycatastrophic risk for the other four income
quintiles, particularly the three middle quintiled| of which are believed to be economically
vulnerable and therefore face exposure to catastok (see section 7.6).

3" Includes all expenditures displayed in table Gvith the exception of out-of-pocket spending.
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7 Current state of social protection

7.1 Introduction

After three decades of war and instability, sostability was completely re-established towards
the end of the 1990s and Cambodia has since enthamkea path of economic growth and
poverty reduction. However, despite the progredseaed in poverty reduction, particularly
during the last decade, a high share of the papulatontinues to face numerous and serious
vulnerabilities such as food and/or income inséguriatural disasters, economic shocks, injury,
iliness, catastrophic health expenditures, unenmpéoyt, and the like (see Chapter 4).

Traditional coping mechanisms in Cambodia reliedndormal arrangements within the family or
community, as in most countries in the region. Hesvethese have their limitations in terms of
risk pooling and level of protection provided. Thae not well suited for instance to cope with
risks facing whole families or communities (e.gvexy or natural disasters). Furthermore, in
light of the increased mobility of Cambodians, thesening of communities, and the gradual
decrease of the average household size due toettreasing fertility rate, these practices are
eroding. In any case they cannot substitute forell-designed and sustainable social protection
system dealing with the major vulnerabilities iscaund and systematic manner.

Whereas priority efforts during the past two desad®ve been directed mostly towards
reconstruction, rehabilitation and food securitydifjerent means, a new vision and approach has
emerged recently aiming to deal with social pratectpolicy planning in a more consistent,
systematic and coordinated manner. The new appteddo the development of a long-term and
coordinated social protection strategy, under delérship of the Council for Agricultural and
Rural Development (CARD), with the support of vasodevelopment partnet$The National
Social Protection Strategy for the Poor and Vulbkera(NSPS) was officially launched in
November 2011.

The purpose of this chapter is to provide a conmgmsive review of the currently existing social
protection provisions in Cambodia, including socidcurity entitlements under statutory
schemes, national social protection programmes,thadmain donor-funded programmes and
projects that are of national importance. Given ldrge number of donor-funded initiatives,
projects and activities, some of which are limitedscope, geographical focus or duration, only
major ones have been included in the following ss®ent, based on their scope, relevance or
strategic importance in relation to the NSPS. Tiheaive pursued here is to review in detail the
existing system from both a qualitative and quatitie perspective, where the focus lies with
institutionalized schemes such as provisions edante law, as opposed to ad-hoc measures that
deal with rare events (e.g. disasters) or that adreshort-term nature and/or unsustainable
interventions.

Notwithstanding, since the statutory social pratecsystem is still incomplete in Cambodia due
to both fiscal constraints and limited capacity tbeé national institutions and government
agencies, it is relevant to include donor-fundetiatives that are of national importance. This
relates in particular to programmes that have kmabraced by the NSPS, and hence embody
priority interventions in the national policy agendrhese include mainly donor-funded cash

% Including the World Bank, ADB, AusAid, GIZ, ILO, MICEF and WFP.
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transfer programmes, food rations and allowancesdéboolchildren (‘school feeding’), public
works programmes, and subsidized social healttegtion schemes.

It is noted that, in order to be consistent with NSPS, the scope of interventions included in the
following analysis is broader than the standardindéin of social protection as per the
conventional ILO and EU classificatiofisThis relates in particular to public works prograes
and vocational training, both of which are gengralassified as active labour market policies
(ALMP), and which further the social protection leduseholds only indirectly through their
impact on employment and employability of benefieis. In this context, reference should also
be made to the contingencies defined by ILO Sd®edurity (Minimum Standards) Convention,
1952 (No. 102) and the corresponding minimum bénefihese are generally understood as the
main social risks to be addressed by social prioteqtrovisions, together with basic income
security and health care for the poor, the destitund those unable to work, as advocated by the
SPF Initiative.

The next sections of this chapter review the follmysocial protection schemes, programmes,
projects and benefit provisions:

» statutory provisions relating to social protection including those mandated by the Labour
Law and other relevant laws;

» the National Social Security Fund for Civil Servans (NSSFC),which provides social
security benefits to civil servants;

» the National Fund for Veterans (NFV) providing pensions and other benefits to members
of the armed forces and the national police;

> the National Social Security Fund for private-secto employees (NSSFE)which currently
provides employment injury insurance to privatetseworkers;

» social health protection programmes,including those that are of national scope or
relevance, including health equity funds (HEF), cmmity-based health insurance schemes
(CBHI), and the Health Insurance Programme for @autriVorkers (HIP);

» social assistance programmes (government budgetincluding social welfare services
provided through MOSVY and other line ministriespoiblic agencies;

» donor-funded social safety net programmesas relevant, including the school-feeding
programme that benefits children enrolled in publtiools, and public works programmes
targeting the rural poor and vulnerable. They angdly funded through donor support,
including from the World Bank, the Asian Developm&ank, the World Food Programme,
AUSAID, UNICEF, and others; and

» vocational training, as provided under the technical and vocationat&iilon and training
programme (TEVT) of MOLVT.

39 According to EUROSTAT: “Social protection encomges all interventions from public or private bodigended
to relieve households and individuals of the burdea defined set of risks or needs, provided thete is neither a
simultaneous reciprocal nor an individual arrangetinievolved. The list of risks or needs that mayegiise to social
protection is, by convention, as follows: 1. Sicksilealth care, 2. Disability, 3. Old age, 4. Swoks, 5.
Family/children, 6. Unemployment, 7. Housing, 8ci@bexclusion not elsewhere classified” (EC, 20089).
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7.2 Statutory provisions on social protection

The legal framework of Cambodia contains a rangeroivisions relating to social security
entitlements for different occupational sectors smthe social protection of vulnerable groups.

7.2.1 The Constitution (1993)*

The Constitution of Cambodia recognizes the rolthefState in protecting citizens and providing
social protection to those in need. The Constitusitppulates in particular that:

o Every Khmer citizen shall have the right to obtsdrtial security and other social benefits as
determined by law (Article 36).

0 The health of the people is to be guaranteed. Tate gives full consideration to disease
prevention and medical treatment. (...) Poor citizeeteive free medical consultations in
public hospitals, infirmaries, and maternities; artee State establishes infirmaries in rural
areas (Article 72).

0 The State gives full consideration to children amathers. The State establishes nurseries
and helps support women and children who have maate support (Article 73).

0 The State assists the disabled and the familiesrmbatants who sacrificed their lives for
the nation (Article 74).

0 The State establishes a social security systemvddters and employees (Article 75).

7.2.2 The Labour Law

The Labour Law, adopted in October 1997, provideslegal framework for the protection of
workers and employees. It applies to all wage eggas in the private sector, with the exception
of civil servants, members of the army and thegeglthe judiciary, employees serving in air or
maritime transportation, and domestic workers.sltnbteworthy that the minimum working
conditions and labour standards adopted by the walhaw go far beyond the core labour
Conventions of ILO that Cambodia has ratifféd:he Law notably stipulates a minimum working
age (15 years of age), working hours, overtime payd holidays, and the protection of workers
employed in hazardous occupations. In additionstipulates a minimum of social security
benefits to be granted to all employees by theipleger; and a minimum wage for different
economic sectors to be set by MOLVT via Raakas (ministerial regulation) based on
recommendation from the tripartite Labour AdvisaBpmmittee (LAC)* In principle, all
enterprises with more than seven employees havegister with MOLVT and are subject to
inspections by MOLVT. Furthermore, registered gmises have to adopt internal company
regulations that are subject to approval by MOLWT. (Article 22); these regulations must
include the benefit provisions to which employess entitled, for instance in case of sickness,
maternity or dismissal.

0 Amended in 1999.

1 Cambodia has ratified all eight ILO core Convemsicincluding the Forced Labour Convention , 1986.(29).
250 far MOLVT has issued a notification fixing thiénimum wage for the garment sector but not yebtber
economic sectors.
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The social security benefits mandated by the Lahawr include the following:

>

Employment injury benefitsEmployers are liable for the medical cost and rfoial
compensation of workers injured during workplacei@ents. Factories with more than 50
workers must have an on-site infirmary staffed vattloctor or nurse, in order to ensure basic
medical care and first aid in case of accident feficle 242). Financial compensation of
workers is required in case a worker sustains maeent loss of working capacity as a result
of a workplace accident. Benefits include a mongépnsion in case a worker sustains a severe
disability.

Maternity leave Female employees are entitled to paid maternityeled 50 per cent of their
salary for 90 days per confinement, provided thayehbeen employed for at least 12 months
before delivery.

Sick leaveThe Labour Law stipulates the entitlement of wosker paid sick leave but does
not specify a minimum benefit level. MOLVT recomnderfull salary during the first month
of sickness and 50 per cent of salary for the s;@mmsecutive month per sickness spell.
Enforcement is ensured through internal companylasigns that are subject to endorsement
by MOLVT for employers with eight or more employees

Severance payEmployees dismissed by their employer are entitteca cash allowance
(Indemnity of dismissal), the amount of which isualjto 15 days of salary per year of
seniority (cf. Article 89). In addition, the empleg can claim damages at the same amount of
the dismissal allowance in case of breach of confcd. Article 91). Furthermore, a minimum
notification period is prescribed in case of emplent termination; where the length of the
minimum notification period depends on seniorigaching up to three months from ten years
of seniority onwards.

7.2.3 The Social Security Law, 2002

ThelLaw on Social Security Schemes for Persons Debgetie Labour Lawvas passed in 2002
and stipulates the establishment of a social Sgcscheme for private-sector employees. Benefits
to be provided under the scheme include pensiongloyment injury benefits, and other benefits
as relevant (see section 7.5 below).

7.2.4 Other relevant laws

A range of laws relate to social security bendtitspermanent government employees and war
veterans:

>

>

The Law on the Common Statute of Civil Servant94 ¥hd several related Ministerial
Decisions stipulate benefit entitlements of ci@hsants (see section 7.3).

The Law on [old-age] Pensions and Invalidity Pensidor Soldiers of the Armed Forcasd
related Decreedefine benefit entitlements for members of the RGAH the National Police
(see section 7.4).

The Law on War Veterarstipulates benefit entittements of war veterans.

The National Disability Law, 2008nd subordinate legislation stipulate the protectbthe
rights of people with disabilities and promote #mployment of the disabled through a quota
system.
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» The Law on Suppression of Kidnapping, Traffickiaggd Exploitation of Human Persons,
1994 (amended in 2007) prohibits activities related tonlan trafficking, exploitation for
prostitution, and immoral acts on minors.

» The Insurance Lawadopted in June 2000, provides a legal framevimrkhe regulation of
the insurance sector. To develop the insurancersébe Government is planning to expand
the product range of the state-owned Cambodiarohatiinsurance Company (CAMINCO)
to include life insurance, pensions, credit, anaira disaster insurance.

7.3 National Social Security Fund for Civil Servants (NSSFC)

The National Social Security Fund for Civil SenafiNSSFC) was established by Roiaet
(Decree) on 18 January 2008. The new administraibgy started operations in May 2009 under
the governance of a board of directors, comprisimgpngst others the Minister of Economics and
Finance and the Minister of Social Affairs, Vetegsaand Youth. At the time of writing, the
NSSFC employs 34 persons at the central level &odita500 at provincial and municipality
levels.

The NSSFC was established with the twofold objestito:

(i) centralize the administration and disbursemenboias security benefits for civil servants in
order to increase efficiency, improve service stamdd, and strengthen the overall
governance of the system; and

(i) establish a contributory and financially sustaiealsiocial insurance scheme for civil
servants.

A reform of benefit provisions for civil servants planned but so far the details of the reform
have not been worked out in detail. All benefitsrently disbursed to civil servants and their
family dependants are still assessed based on enttlements, mainly those defined in the
Common Statute of Civil Servants.

During the year 2011, NSSFC carried out a registnatf retired civil servants and organized, in
cooperation with a local bank, the opening of bao&ounts for all retirees. The disbursement of
retirement pensions will be made via bank tranisfénture”

Currently all other benefits are still disbursedotigh the respective line ministries; but the
transfer to NSSFC is planned for the near future.

7.3.1 Legal framework

The Law on Common Statute of Civil Servants of Kiegdom of Cambodia, 1994, defines the
rights, obligations and conditions of service ofilceervants, including entitlements to social
security benefits such as retirement, invalidityd asurvivor pensions. A number of other
enactments remain relevant today with regard teefiteantitiements of civil servants, including
Decision No. 245 SSR, 1988; Decision No. 150 SSB5]1 Decision No. 184 SSR, 1990; and
Sub-Decree No. 59 ANKR.BK, 1997.

Decision No. 245 (1988) stipulates entitlementgioil servants to maternity leave, sick leave,

3 This in order to speed up disbursements and timladministrative charges being levied at differfenels.
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sickness cash benefits, employment injury benefits free access to health services at public
hospitals.

The RoyalKret (Decree) No. 108/039 NS/RKT adopted on 18 Jan2&Q@8, stipulates the
establishment of NSSFC and the list of benefitbgqorovided, including retirement, invalidity,
maternity, work injury, death and survivor benefits

Anu-Kret (Sub-Decree) No. 14 ANKR.BK, 2008, on the estéinfisnt of NSSFC, spells out the
governing structures of NSSFC. The sub-decreelatgaithat NSSFC is a legally and financially
autonomous body governed by a board of directormpecsing 11 members including the
executive director, a representative of retiredl gervants, a representative of the Council of
Ministers (COM), and representatives of differemistries, including MOSVY and MOEF.

7.3.2 Coverage

The scheme currently covers around 175,000 civiesgs, including about 60,000 women.
Family dependants of civil servants and civil seevpensioners also benefit in case of death of
the breadwinner, which applies for surviving spsusad children below the age of 16. The
estimated number of persons covered under the N$SB@wn in table 7.1. It can be observed
that the number of civil-service pensioners, exicigagurvivors’ pensions totalled 36,000 in 2010,
comprising about 30,700 retirees and about 5,30@liglity pensioners. The total number of
persons covered under the scheme including faneibeddants of civil servants and pensioners is
estimated at approximately 702,800.

Table 7.1 Civil servants, civil service pensioners and family dependants, 2010

Male Female Total
Civil servants 114 709 60 316 175 025
Dependants of civil servants 197 024 240 538 437 56
Spouses 48 253 91 767 140 020
Children 148 771 148 771 297 543
Subtotal 1 311733 300 854 612 588
Civil service pensioners 28 863 7216 36,079
Old-age pensioners 24 589 6 147 30737
Invalidity pensioners 4274 1069 5343
Dependants of pensioners 21 648 32471 54119
Spouses 3608 14 432 18 040
Children 18 040 18 040 36 079
Subtotal 2 50 511 39 687 90 198
Grand total 362 244 340 542 702 786

Note: Preliminary estimates.

Source: GIZ/ILO (2012)

The figures displayed in table 7.1 do not includambers of the Cambodian Royal Armed Forces
and the National Police who are covered under #oNal Fund for Veterans. Also not included
are parliamentarians and members of the judiciahg are covered by special provisions, and
some other state employees who do not have thessiativil servant.
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7.3.3 Benefits
Civil servants are currently entitled to the foliog social security benefits:

» Sickness cash benefitfull salary including allowances for up to thre@nsecutive months of
illness, and 90 per cent of salary thereafter fortas 12 months duration depending on the
number of past service years.

» Work-injury benefits- includes medical care, cash benefit at full sathrring treatment and
convalescence, and permanent invalidity benefitpédomanent disability.

» Maternity benefits- including maternity leave for 90 days at fullasgland a cash allowance
of KHR 600,000 (US$150) per child or miscarriage.

> Retirement benefitgomprising:

(a) Lifetime pension payable after 20 years of isergminimum) at the normal retirement
age of 55. The minimum benefit amount is 60 pett cérihe final basic salary plus
allowances (excluding position allowance). The nmraxn benefit is 80 per cent of
final salary for 30 years of service. The pensiomoant is subject to a minimum
amount depending on the salary grade.

(b) Retirement allowance (lump sum benefit) eqaaight months of total final salary.

» Invalidity benefitscomprising:

(a) Lifetime pension payable after 20 years of iser¢yminimum). The minimum benefit
amount is 50 per cent of final salary plus allowemdqnot including position
allowance). The maximum benefit is 65 per centrwdlfsalary payable for 30 years of
service. The pension amount is subject to a mininbased on the respective salary
grade. If there is less than 20 years of servibkem® sum benefit is payable equal to
4-10 months of final salary.

(b) Invalidity allowance equal to six months ofaidtinal salary.

» Death benefitgor death otivil servants comprising all the following:
(a) Cash allowance of six months of final salaryhef deceased.
(b) Funeral allowance.
(c) Survivor pension payable to widows and widowadr&HR 6,000 per month and KHR
4,000 per month for each child younger than 16s/eéage.
» Death benefitsor the death of a pensioner, comprising:
(a) Funeral allowance of 12 months of pension efdaceased.

(b) Survivor pension payable to widow at KHR 6,@@0 month and KHR 4,000 per
month for each child younger than 16 years of age.

In addition to the benefits listed above, civil \s@rts also benefit from family allowances,
including a “spouse allowance” of KHR 6,000 per tioifi they are legally married, and a “child
allowance” of KHR 4,000 per month for each onehdit children younger than 16. These family
allowances are not disbursed through the NSSFC byutthe MOEF as monthly salary
supplements.

In 2009 the number of all pension beneficiariesluding survivors, totalled 67,500, comprising
about 23,000 widow/ers and 11,300 surviving chiidigee table 7.2).
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Table 7.2 Civil service pensioners, benefits disbursed, 2007-2009

Benefits 2007 2008 2009
Pensions 61 840 63 723 67 506
Retirement 22521 25 456 27 972
Invalidity 5228 5108 5224
Widow/er 19 222 21151 23031
Orphan 14 869 12 008 11279
Cash benefits 3318 3906 4526
Death grant n.a. n.a. n.a.
Maternity allowance 557 656 812
Invalidity lump sum 138 163 121
Retirement allowance 2440 2871 3235
Retirement lump sum 137 162 141
Severance pay 46 54 217

Notes:* Number of pensions in payment, paid monthly. nrmtavailable.

The demographic ratio for different pension besaitshown in table 7.3. It can be observed that
for retirement pensions, there are about 17 peassoper 100 civil servants. It can be expected
that this ratio will increase sharply during thexindecade, since the generation of civil servants
recruited after the war (1980) is due for retiretriarthe coming years.

Table 7.3 NSSFC pensioners, demographic ratios, 2009

Type of pension Number of Demographic
beneficiaries ratio (%) *
Retirement 27 972 16.8
Widow/er 23031 13.9
Orphan 11279 6.8
Invalidity 5224 3.1

Note:* Number of beneficiaries divided by the number ahaccivil servants.
Source: Author’s calculations from data provided\&SFC.

The average benefit amount and replacement rgtertdion benefits is shown in table 7.4. It can
be observed that the average benefit amount fér Wwatow and orphans’ pensions is very low at
only about two per cent of the average salary waf servants, whereas the replacement rate for
age pensions and invalidity pensions is estimate@3aand 57 per cent respectivélyThe
average monthly retirement pension in 2009 amoutttexbout 192,000 KHR (approximately 48
USS$ or about 1.60 US$ per day).

Table 7.4 Civil service pensions, average amounts and replacement rates, May 2009

Type of pension Average benefit Replacement rate (%}
(KHR/mth) (estimate)
Retirement 192 219 62.9
Widow/er 6 000 2.0
Orphan 5000 1.7
Invalidity 173 384 56.7

Note:'Average benefit divided by average total salarjuiding allowances.
Source: Author’s estimates from data provided bysRS.

“ According to ILO Convention No. 102, the total ambof survivors’ pensions (including family allonees)
payable to a qualifying widow/avith two children should be no less than 40 pet oéthe salary of the deceased.
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Both retirement and invalidity pensions are reduladjusted for inflation based on a specific
index. Although there is no automatic indexatiorchanism, ad-hoc adjustments are undertaken
more or less regularly. This is not the case fovisar pensions, which are fixed in nominal terms
and adjusted rarely.

7.3.4 Financing

So far, all benefits for civil servants are finaddeom the treasury, via the budget of MOSVY.
However, aPrakas (ministerial regulation) has already been prepamed submitted to MOEF,
stipulating that the fund will be financed from teibutions at 24 per cent of civil servants’
salaries, to be shared between the Governmeneasiployer (18 per cent) and the civil servants
as employees (6 per cent). It is yet unclear ash&in contributions will be collected and whether
the income from contributions will be sufficient tover benefit expenditure. It is also unclear
whether contributions will be levied on salary alimces or on basic salary only. The benefit
expenditure for the years 2007-2009 is displayedhbie 7.5.

Table 7.5 NSSFC benefits, expenditure 2007-2009 (KHR millions)

Benefit 2007 2008 2009
Retirement pensions 55 675.9 63 759.1 70943.9
Invalidity pensions 10107.4 9954.8 10 078.6
Survivor pensions 2276.1 2243.4 2 335.0
Death grants 3769.8 4 626.6 6 259.5
Maternity grants 334.2 393.6 487.2
Work injury pensions 521.0 613.0 21
Total 72 684.5 81 590.5 90 826.2

Note: * Number of pensions in payment, monthly average.

It can be observed that total benefit expenditusbutsed in 2009 amounted to KHR 91 billion
KHR (~ US$22.7 million), thus representing about fer cent of recurrent government budget
expenditure for the fiscal year 2009.

7.3.5 Social health insurance

The introduction of social health insurance (SHi) €ivil servants and civil service pensioners
was under discussion in 2010 and a relevant SubeBgirepared. A preliminary costing was also
undertaken by GIZ/ILO in 2010/2011. However, dueotber priorities and limited capacity at
NSSFC the introduction of SHI has been postponde: dstimated total coverage, including
pensioners and family dependants (spouse and eh)lds estimated at 675,000 persons, or about
five per cent of the total population. In light thfe low level of salaries in the public sector, the
introduction of SHI would help to protect civil sants against the risk of catastrophic health
expenditures. This is particularly relevant for |icHsector pensioners, many of whom are likely
to face financial hardship when they encounteiossrhealth problems.
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7.3.6 Institutional capacity

NSSFC has been administering to date only the disiment of civil servants’ pensions. For
other benefits, the disbursement still occurs tghothe respective line ministries, although their
transfer into NSSFC is planned for the near futlrerder to ensure the effective management of
the scheme as an autonomous body, there is a odedher strengthen the institutional capacity
of the new agency. In particular, the introductioin SHI for civil servants and civil service
pensioners that is under consideration will reqaubstantive administrative preparations in order
to establish an operational administration throwghall provinces. This will require a
considerable further development of specializedf stapacity, administrative procedures,
contracting arrangements and appropriate IT systénshardly imaginable that with its current
set-up, notably staffing and administrative resesydche new agency will be able to handle the
challenges ahead successfully.

7.4 The National Fund for Veterans (NFV)

The National Fund for Veterans (NFV) was createdRioyal Kret (Decree) in 2010 to manage
the administration of social security benefits ¥@terans. The new administrative body started
operations in 2010 and is governed by a board wdctiirs, comprising amongst others the
Minister of Economics and Finance and the Ministe6ocial Affairs, Veterans and Youth. So
far, the NFV is not yet fully independent and stiferates under MOSVY at the central level
(Phnom Penh) only; but there are plans to opegesfin Kandal and Konpong Speu provinces in
2012.

The NFV was established with the twofold objectites

0] centralize the administration and disbursenoérsocial security benefits for veterans in
order to increase efficiency, improve service déads, and strengthen the overall
governance of the system; and

(i) establish a contributory and financially saisable social security scheme for veterans.

A reform of benefit provisions is planned but il $eing discussed. All benefits currently
disbursed are assessed based on prior entitlelfseatsection 7.4.3.).

7.4.1 Legal framework

The Law on Pensions and Invalidity Pensions fordblgliers of the Cambodian Armed Forces

stipulates pension entitlements for personnel efaimed forces. The law was amended by the
Royal Decree NS/RKT 0406/008 on 7 April 2006 andudes revisions regarding the level of

benefit entitlements.

The RoyalKret (Decree) NS/RKT 0710/595 on social security forevans, dated 15 July 2010,
stipulates the establishment of the NFV and the dis benefits to be provided, including
retirement, invalidity, survivor, maternity, workjury, death and medical benefits.

Anu-Kret (Sub-Decree) No. 79 ANKR.BK on the establishmenthe NFV dated 23 July 2010
spells out its governing structures. The sub-destgmulates that the NFV is a legally and
financially autonomous body governed by a boardiactors comprising 11 members including
the executive director, a representative of warmenats, a representative of the Council of
Ministers (COM), and representatives of differenmistries including MOSVY, MOI, MOD and
MOEF.
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7.4.2 Coverage

The NFV covers the following categories of activembers:
a) Members of the Royal Cambodian Armed Forces
b) Members of the National Police Force (Ministry ofdrior)

In addition, the NFV also provides benefits to pesscertified as war veterans, including former
civil servants and laymen who enrolled as soldiensng the war.

7.4.3 Benefits
Persons covered by the scheme are entitled totogving benefits:

>

Sickness cash benefiffull salary including allowances for up to thimnsecutive months of
illness, and 90 per cent of salary thereafter fptaul2 months duration depending on the
number of past service years.

Maternity benefits- including maternity leave for 90 days at fullesg and a cash allowance
of KHR 600,000 (US$150) per child or miscarriage.

Marriage allowance- a cash allowance payable on the first marriage.

Work-injury benefits- includes medical care, cash benefit at fullryaduring treatment and
convalescence, and permanent invalidity benefitpédomanent disability.

Retirement benefitsomprising:

(a) Lifetime pension payable after 20 years o¥iser(minimum) at the normal retirement
age of 55. The minimum benefit amount is 60 pet oéthe final basic salary plus
allowances (excluding position allowance). The maxn benefit is 80 per cent of final salary
for 30 years of service. The pension amount isesildp a minimum amount depending on the
salary grade.

(b) Retirement allowance equal to eight month®t#l final salary.

Invalidity benefitscomprising:

(a) Lifetime pension payable after 20 years obiser(minimum). The minimum benefit
amount is 50 per cent of final salary plus allonwesot including position allowance). The
maximum benefit is 65 per cent of final salary gagdor 30 years of service. The pension
amount is subject to a minimum based on the resgeesalary grade. If less than 20 years of
service a lump sum benefit is payable equal to 4na6ths of final salary.

(b) Invalidity allowance equal to six months ofatidfinal salary.

Death benefitsn case of death “on mission” (i.e. work-relatesmprising:

(a) Cash allowance of six months final salaryhef deceased.

(b) Funeral allowance.

(c) Survivor pension payable to widow at KHR 6,@@0 month (US$1.50) and KHR
5,000 per month (US$1.25) for each child youngantl16 years of age.

Death benefiten case of civilian death, comprising:

(a) Funeral allowance of 12 months of pensiorhefdeceased.

(b) Survivor pension payable to widow at KHR 6,@@0 month (US$1.50) and KHR
5,000 per month (US$1.25) for each child younganth6 years of age.

7.4.4 Financing

So far, all benefits for veterans have been findnbeough the budget of MOSVY. However,
plans are to establish the NFV as an autonomoustfube financed from contributions at 24 per
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cent of salaries (of active members), shared betviee Government as the employer (18 per
cent) and active members (6 per cent). An impleatant date has not yet been set, and it is
unclear whether the income from contributions W#l sufficient to cover benefit expenditure,

particularly for existing pension liabilities.

In December 2010, total expenditure for pensiordeuthe NFV (see table 7.6) was reported at
about KHR 6.5 billion (~ US$1.6 million). On an amtized basis, this yields an estimated
US$19.2 million, including about US$12 million favar veterans.

Table 7.6 NFV pension benefits, expenditure 2009 and 2010 (KHR millions)

Type of pension 2009 2010
Monthly ! 5 462 6 446
War veterans 3604 4 003
Retirement 751 1266
Invalidity 150 240
Survivors 956 936
Annual? 65 540 77 354
War veterans 43 250 48 042
Retirement 9013 15190
Invalidity 1804 2 886
Survivors 11473 11 236

Notes: YExpenditure as of the month of DecemBdEstimated from monthly data.
Source: National Fund for Veterans, MOSVY.

The total number of pensioners was about 199,00Deicember 2010, of whom about 28,600
were veterans and 162,000 survivors (see table Thg large number of survivors can be
explained by the fact that dependants qualifying d survivor pension include all of the
following: spouse, children, parents, and “guartizfithe deceasetf.

Table 7.7 Number of NFV pension benefits disbursed, 2009 and 2010

Type of pension 2009 2010

Total? 199 484 198 761
War veterans 28 393 28 626
Retirement 5238 6 829
Invalidity 1101 1476
Survivors 164 752 161 830
Parents 58 040 57 192
Widow/er 36 923 38 735
Orphan 69 714 65 719
Guardian 75 184

Note:* Number of pensions disbursed in December 2002a4a6.
Source: National Fund for Veterans, MOSVY.

The average pension amount disbursed to veterddedamber 2010 is estimated at about US$35
per month, whereas retired police and army perdaeceived on average about US$46.30 per
month. Survivors received on average 1.40 US$ metim which is clearly inadequate. Survivor
pensions are fixed in nominal amounts, and the dowount of benefits can be explained by a
delay of adjustments to account for price inflation

> “Guardian” refers to a personal assistant or gudrd has been employed the deceased.
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Table 7.8 Veterans and army pensions, average benefit amount, 2010

Type of pension Average benefi amount *

KHR uss$
War veterans 139 854 35.0
Retirement 185 359 46.3
Invalidity 162 934 40.7
Survivors 5786 14

Note:! Estimated from pension benefits disbursed in Déezr2010.

Source: Own estimates from data provided by NFV.

7.4.5 Institutional capacity

The NFV is currently operating as a MOSVY departtmeam plans to become an autonomous
body according to the relevant decree passed i0.20his will require a considerable
development of institutional capacity and the altamn of financial resources required over the
next years.

7.5 National Social Security Fund for private-sector employees (NSSF)

With emerging industrialization and economic depebtent, the introduction of mandatory
employment-based social insurance benefits folloavscommon path of socio-economic
development. Most countries in the region haveofdd this path, including most recently
Thailand (1990) and the Lao PDR (2001). In Cambdiaggprovision of social security to workers
and employees is mandated by the Constitution nagationed in the main strategic development
frameworks including the Rectangular Strategy, Naional Strategic Development Plan, and
most recently the Financial Sector Strategy. Redegal and institutional developments are
therefore positive signs; they demonstrate politcammitment to fill the gap, and shared
aspirations towards enhanced social protectionaskears and employees.

7.5.1 Legal framework

The Law on Social Security Scheme for workers cesternder the Labour Law was enacted in
2002, stipulating the introduction of social segufenefits and the establishment of a new
administrative institution, the National Social 8ety Fund (NSSF). According to the law, the
NSSF is governed by a tripartite board of diregtemmprising representatives of workers and
employers (two each), and of the Government (oatesch for MOLVT, MOEF and MOH).

The law stipulates the introduction of the follogisocial security benefit branches:

» a compensation fund for victims of employment irgarand occupational diseases;

» a pension insurance fund; and

» other benefit branches as relevant.

According to the law, the scheme covers all persiafimed by the provisions of the Labour Law.
However, due to the limited administrative capacigsheme coverage has been restricted initially

to cover only enterprises with eight employees @ren The extension of coverage to smaller
enterprises will follow in a second stage.

Anu-Kret(Sub-Decree) No. 16 E.S. on the establishmenteoNBSF was passed in March 2007,
providing the legal basis for administrative arramgnts and the implementation of the scheme.
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Following its establishment, Rrakas(ministerial regulation) on benefit entitlementasradopted
by the MOLVT in February 2008 and the scheme dlasfeerations in November of that year.

7.5.2 Employment Injury Fund

The employment injury branch was launched in NovemB008 as the first benefit branch
implemented under the social security law, 2002.

Coverage

In December 2010 the NSSF had registered more X800 enterprises and reported 522,685
insured workers, or about 7.5 per cent of all pessemployed in Cambodia. The average number
of insured workers over the twelve months of thary2010 totalled 480,446, among whom an
estimated 386,678 women accounted for 80.5 per a@kmll insured. The number of insured
workers by economic sector is presented in talfldof.the years 2009 and 2010:

Table 7.9 Enterprises by sector and number of employees, 2009 and 2010

No. of workers insured

Economic sector

2009 2010
Garment and footwear industries 274 911 373 445
Manufacturing (other) 5808 13031
Mining and construction 1171 2188
Transport and telecommunications 5501 9 344
Wholesale and retail trade 3 369 7 108
Services 31148 75 330
Total (all sectors) 321908 480 446

Note:'Annual average.
Source: National Social Security Fund of CambodiaDivision.

It can be observed that the total number of em@syesured in 2010 was about 480,000, among
whom were about 373,000 workers (78 per cent) & garment and footwear industry. The
profile of insured members by age and sex is pectum figure 7.1, which shows that the majority
of insured are young female workers of the age g&i+29.
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Figure 7.1 Number of NSSF insured workers, by age group and sex, July 2010
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Source: Estimated from data provided by the IT &on, NSSF.

The estimated total number of workers potentiatlybe covered is estimated conservatively at
around 760 thousarff;this yields a coverage rate of approximately 68 qent in December
2010. With the extension to all remaining provingganned in 2012, the coverage rate is
expected to increase swiftly and the number ofredumay reach about 700,000 workers by the
end of the year 2012.

Benefits

Employment injury (El) benefits, as stated in Adi&5 of the 2002 social security law, cover
workplace accidents and work-related diseasesjdintg road accidents during commutes
between home and work. More specifically, the Engh provides the following benefits:

(&) Medical care (in-kind)

(b) Nursing cash allowance

(c) Temporary disability allowance (income replaeat benefit)
(d) Funeral (death) benefit

(e) Permanent disability benefit (pension) anetzker benefit
() Survivor benefit (pension)

(g) Rehabilitation benefit (in-kind)

The number of benefits disbursed during 2009 arid 20 shown in table 7.10 by type of benefit.

Table 7.10 Number of NSSF beneficiaries of cash benefits, 2009 and 2010

Benefit 2009 2010
Nursing allowance 3 413
Temporary disability benefit 794 2 445

“® The Establishment Survey 2009 (NIS, 2009b) couiisti685 persons working in enterprises with eaghnore
employees.
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Funeral benefit (death grant) 15 37

Permanent disability allowante 12 16
Permanent disability pension 6 3
Survivor benefit (pensior) 8 22

Rehabilitation benefit

An allowance is paid if the degree of loss of wogkcapacity is less than 20%.
2 New pensioners.

Source: National Social Security Fund of CambodiaDivision.

Financing

Employers are generally made liable to cover thet ob work-related accidents and diseases,
including the compensation of survivors in fatabes This is also the case in Cambodia, where
the principle of employer liability is enshrinedtime 1997 Labour Law. It is therefore natural that
the financing of the NSSF employment injury braffals onto employers. The fund is financed
through wage-based contributions at the rate ofp@r8cent of reported wages up to a ceiling of
KHR one million per month. The average contributasgge in the year 2010 was KHR 446,000
per month (US$111.50). The distribution of insuveahjes reveals that around 65 per cent of all
insured women earn monthly wages between KHR 280&0@ 450,000 (i.e. around US$60—
110), whereas only about one-third of insured menvathin the same wage bracket. It was
furthermore observed that almost 25 per cent airets men are in the highest wage bracket of
KHR one million (US$250) per month or above (seg/klO, 2012).

During 2008-2010 the NSSF collected contributionfodows:

» in 2008 (Nov./Dec. only): around KHR 2 billion (-8$0.5 million);
» in 2009: around KHR 11 billion (~ US$2.75 milliognd

» in 2010: almost KHR 20 billion (~ US$5 million).

It should be noted that about one-third of the xbuations collected consisted of government
subsidies introduced in 2009 to mitigate the effeicthe financial crisis on the garment and
footwear manufacturing sector.

Expenditure

Total benefit expenditure for the years 2009 anti02@ presented in table 7.11 for the different
benefits provided. It can be observed that in 284fenditure for medical care amounted to about
KHR 1.94 billion, accounting for about 80 per cehtotal benefit expenditure. Total expenditure
in that year, including administration costs angite investments, totalled KHR 5.0 billion
(US$1.3 million).

Table 7.11 NSSF benefit expenditure by type of benefit, 2009 and 2010 (KHR millions)"

Type of benefit 2009 2010
Medical benefits 9154 1937.7
Nursing allowance 0.4 18.1
Temporary disability benefits 1325 356.2
Funeral benefits (death grant) 15.0 37.0
Permanent disability benefits 10.1 45.6
Survivor benefits 2.7 29.0
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Rehabilitation benefits

Total (all benefits) 1076.1 2 423.6

Note Total amounts incurred in the respective calendar cash basis§. Including
lump sum benefits and permanent disability pensions

Source: National Social Security Fund of CambodiaDivision

By international comparison, the incidence rateocfupational accidents experienced so far is
very low. This could be due to underreporting afidents by employers. Larger factories operate
on-site infirmaries staffed with a nurse or doctord it is suspected that minor injuries are tgbate

on site and therefore not reported to the N&Sffowever, since the introduction of the scheme is
recent, it is expected that reporting of accidevitsimprove over the next few years. Due to the

low number of benefits disbursed so far, a sizabigplus was achieved in 2009 and 2010 and
reserves have been accumulated. Total reservestas and of 2010 amounted to about KHR

17.5 billion (~ US$4.4 million).

7.5.3 Social health insurance (SHI)

The social health insurance branch is the secoarchrof the NSSF planned for implementation,
possibly towards the end of the year 2012. Thegdesi provisions is ongoing at the time of
writing, and a final agreement on scheme provisibas yet to be reached with workers and
employers. A preliminary costing was undertaker2@10/2011 by GIZ in cooperation with the
ILO (GIZ/ILO, 2012).

The benefits considered are medical care (inpadent outpatient care), sickness cash benefit
(income replacement), and maternity cash beneftofne replacement during maternity leave).
The coverage of family dependants (spouse andrehilds under consideration and was strongly
recommended by the GIZ/ ILO review. Since most iedumembers are young and in their
reproductive ages, their main concerns and healfferaditures relate mostly to the cost of
maternity and medical care for their children. dt therefore considered sensible to include
dependants under the coverage of the scheme as aorom employment-based social health
insurance schemes.

The contribution rate required for the financingtbé planned provisions of the scheme was
estimated as follows:

» Medical benefits: 1.6—2.3 per cent of insurable @gagdepending on provisions
» Maternity benefits: 1.2 per cent of insurable wages
» Sickness (cash) benefits: 0.4 per cent of insunablges

With an estimated dependency ratio of 0.98 (dep&iisdaer insured) on average (see GIZ/ILO,
2012), the potential future coverage under the I3#ihch could reach up to 1.5 million members,
or about 11 per cent of the total population whesluding dependants. Total future payments to
health-care providers are estimated at US$15—2@mmiper yeaf® Since the new funding would

be channelled through the demand side to the ptbkdth-care system, it could be instrumental
in inducing positive changes, particularly on stadbtivation and quality of care. This would,

however, require that NSSF would leverage its pmsis a powerful purchaser to induce the said

*" According the Labour Law, all factories employih@0 workers or more must operate an on-site infiyrstaffed

by a doctor or nurse.

*8 This compares to about US$4 million spent by &Rd in 2010, including about US$2.8 million in paymts to
providers for medical services (OPD & IPD).
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changes by using appropriate contracting arrangenierlt on incentivized payment provisions,
and by monitoring quality of care.

7.5.4 Pensions

The introduction of social security pensions, asc#ped in the Social Security Law (2002), is

planned by NSSF for the year 2015 (RGC/ADB, 20Atxording to the law, the pension branch

will comprise retirement, invalidity and survivoemsions for surviving widow/ers and children.

Benefit provisions have not yet been developed,thatexpected that the scheme will follow the

standard guidelines for defined benefit pensiorests. A crucial question for the design will be

the degree of funding and the provisions for thaspig-in of benefits. Given the youth of the

pool of contributors, it will take two to three @detes before the first generation of contributors
retire, so that few retirement pensions are likelybe disbursed before the year 2035. Since
reserves will be accumulating during the waitingige® during which entittements of members

accrue, a sound investment of reserves will bargrortant aspect of the design, in particular the
adoption of adequate risk management provisfons.

The introduction of social insurance pensions ientled relevant and sensible, provided the
formal economy continues to expand such that theestigeneration of young contributors will
have the opportunity to remain insured until retiemt and accumulate sufficient entitlements for
a decent pension (see box 7.1).

9 The main risks are deemed to be investment ridiciary risk and risk of political misappropriatio
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Box 7.1 Demographics and labour mobility: Implications for social insurance schemes

The age and gender profile of the population induneder a social security scheme is an importaatufe that
has implications on the cost and financial viapitif the scheme.

In case of a predominantly young pool of membés,adverall cost of health insurance coverage atively low
in general due to a favourable morbidity risk pgefias a general rule, morbidity increases graguaith age
after childhood). Young workers and employees @bichave a low morbidity and therefore visit meaiq
providers less often than older ones do. Howebhercbst of maternity benefits, both in kind (metleae) and in
cash (maternity allowance), can be substantiatjquaarly if the share of female workers in the neguctive age
groups is high, as in the case of the NSSF.

A young age profile is also favourable for the @dluction of social insurance pensions (i.elefined benefit
pensionscheme), since young workers have most of theikiwgryears ahead to accumulate entitlements pnd
secure the right to a decent pension. (The replantenate of social insurance pensions is typicalfynction of
both the number of working years during which citmttions have been paid and the contributory wagéngd
working years.). This, however, only applies ifursd members remain insured until they reach retirg age
(typically age 60 or 65). Hence, if insured memtstop working or are dismissed prematurely, théytdareach
the minimum years of contributions required to sedhe right to a decent pension.

This can be a problem in countries where only setendustries or sectors are covered by pensisuramce,
particularly if workers tend to change jobs freqleror to leave industries covered by insurancey.(g.
manufacturing or construction, where work is haaasdor strenuous) at a certain age or after a feavsy It is
also sometimes the case that employers, for whateason, have a preference for younger workermake
insured members often drop out of insured employraétar the birth of their first child, particulgrin countries
where no extended maternity leave is provided for.

One solution is to allow for voluntary membershigthwthe pension insurance fund after termination |of
employment. But since this requires workers to pffer leaving employment, the full cost of conttibns

including the employer’s share (typically 50 pentgewhich they may not be inclined to do due toentspending
priorities or lack of disposable income, they oftéscontinue contributions and fail to secure figatrto a decent|
pension or to any pension at all. (A minimum numbércontribution years, usually between 10 and i20
generally required to qualify for a monthly penshmmnefit). On the other hand, the prospect of aggupension
rights (along with other benefits such as healurance for family members) can also be a stroognitive for

employees to maintain employment with an affiliasdployer and thereby reduce the staff “dropouté far

registered employers.

In sum, labour mobility between economic sectord te early dropout of women at childbirth can undee
the purpose of a social insurance pension schemparticular if the scheme does not cover all eotinssectors
or if the size of the informal economy overallasde.

Source: ILO.

7.6 Social health protection

Universal access to affordable health care is goortant objective pursued in Cambodia, as
elsewhere in the world. Given the high level of $mhwold out-of-pocket expenditures in
Cambodia, users are the main source of nationdthhBaancing. The establishment of social
health protection mechanisms is therefore of paldicrelevance and a critical issue for the social
protection of the poor. Catastrophic health expemels have dire consequences for the poor and
near poor. Recent surveys show that they areastilbjor cause of impoverishment, indebtedness
and forced sale of livelihood assets. This seatmews existing health protection mechanisms in
Cambodia and discusses issues related to thenefdevelopment.
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7.6.1 User fee exemptions

According to the Constitution, “The health of theople is to be guaranteed. The State gives full
consideration to disease prevention and medicatnrent.” Furthermore, “Poor citizens receive
free medical consultations in public hospitals,irmaries, and maternities” and “[tlhe State
establishes infirmaries in rural areas.”

The Health Financing Charter, 1996, while paving thay for the introduction of user fees,
maintained user fee exemptions for the poor to tamtgd at the facility level. However, the
official exemptions system was unfunded and thetiaeeél cost was supposed to be absorbed
from the limited budget allocated together withamee from paying users. In practice, exemptions
were a drain on facility revenues and staff inoesdiand the proportion of patients receiving
exemptions remained low. Exemptions for the pooeraged around 18 per cent of patient
admissions nationally, compared to the nationakepgwate of more than 35 per cent at the time
(World Bank, 1999). The ineffectiveness of fee eggans in ensuring access to care for the poor
created the circumstances that gave rise to thelal@went of health equity funds (see next
section).

In 2007 a subsidy scheme was introduced by MOHuthtioaPrakas (ministerial regulation),
providing for the reimbursement of public providdos the treatment cost incurred for fee
exemptions. The subsidy scheme has already bedanmapted in all six national hospitals and in
ten operational districts, covering altogetherriegferral hospitals and 89 health centres. The total
number of fee exemptions granted at health ceminédsreferral hospitals is shown in table 7.12
for the year 2016° It can be observed that fee exemptions were gidfotea total of 1,769,249
cases, including 49,731 admissions. The cost o$dihsidy scheme is funded as part of the MOH
regular budget allocation.

Table 7.12 User fee exemptions for the poor, 2010 (number of cases)

OPD IPD zie:iz:medic Delivery Other Total
Health centres 1535 243 27 7101 26 106 31808 9 6641 630 522
Referral hospitals 73527 22 030 36 135 5 265 1770 138727
Total 1608 770 49 731 62 241 37073 11434 1769 249

Notes: OPD = outpatient department; IPD = inpattrgartment.
Source: MOH (2010b).

7.6.2 Health vouchers

In January 2011 MOH launched a new programme, Heattuchers for Reproductive Health
Services. Under the new scheme vouchers will beigeed to pregnant women who are poor, to
ensure that they have the opportunity to efficieathd equitably access reproductive health-care
services. The voucher system, initially launchediire districts of three provinces, is expected to
strengthen the coverage of antenatal care, instiait deliveries (including complications and
caesarean sections), postnatal care, safe abamidriamily planning services for women, with
the aim of reducing the country’s maternal mornyalétio (MMR). Targeting of poor women will
be based on to the ID-Poor classification.

The scheme is co-funded by the German Developmertk BKfW and implemented in

0 Data on user fee subsidies for national hospitalsgd not be made available.
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cooperation with GIZ and other partners. Detailafbrimation on actual beneficiaries and
expenditure is not yet available at the time otiwg.

7.6.3 Health equity funds

Health equity funds (HEF) are currently the mostiegipread and the most effective form of
social health protection provided in Cambodia, tbge with the fee exemption scheme. The
documented evidence indicates that HEFs are aotiw#emeans for providing financial access to
health services for the poor, have extensive deapport, are well regarded by beneficiaries, and
furthermore are associated with surprisingly littlecial stigma (Annear, 2008). Over 50 HEF
schemes are currently operating in Cambodia’s 7atriclis, covering more than half of
Cambodia’s poor populationin the districts where they operate, HEFs efietyi provide free
access to health care for a large majority of ther gwho comprise one-third to one-half of the
district population in most cases). HEFs operatecbyering the cost of user fees for those
identified as poor (see box 7.2); they also reimbuthe cost of transportation and the food
consumed by the patient during hospitalization.

The concept of HEFs was developed in 2003 and aftereembraced by the Health Sector
Support Project (HSSP-1, 2004-2008). Extensive atpfp HEFs has continued under the
second phase project (HSSP-2, 2009-2013). Aftdatosing trial, HEFs were introduced in the
form of four models, involving different implementeand operators, benefit packages and
financing mechanisms. HEFs are operated mostlptgl land international NGOs, and have been
supported financially by a number of developmemtn@as (DPs) through various projects. MOH
plans to consolidate and harmonize HEFs under canpniaciples and guidelines spelled out in
the national HEF Implementation and Monitoring Feavork, the HEF Monitoring Manual, and
the HEF Implementation guidelines. The responsybilor oversight and monitoring of HEFs
rests with the Bureau for Health Economics and méeain the Department of Planning and
Health Information, MOH.

Box 7.2 Targeting the poor under health equity funds (HEF)

HEF beneficiaries are identified universally thrbugre-identification, post-identification or a coimétion of the
two methods.

Pre-identification occurs before patients need services: at a gieart g time, the poorest of all the communities’
households are identified, increasingly via the HBer programmeThe pre-identified households receive|a
numbered Pre-Id card, called an Equity Access CHné. Ministry of Planning (MOP) is responsible fauilding
the local government capacity to organize annueligentification in order to gradually cover all i@aodian
districts, provinces and municipalities.

Post-identification occurs after the illness has occurred, at thetlndatility (hospital, health centre) when the
patient presents for servicEo establish whether the patient should benefinfexemption from user fees covered
under HEF or subsidy schemes, the MOH recommeredsgh of a simplified MOH post-identification formhis
form distinguishes three categories: “very poort &poor” (both eligible for fee weaver), and “nog” (not
eligible). If a patient has been post-identifiedtie past and returns to the health facility, slbes not become a
pre-identified case but will be re-assessed vigtigt-identification procedure.

Several studies have assessed the relative ménteoand post-identification. The most recentdenice shows
pre-identification as both the most effective ingiting and coverage of the poor and the most eifsttive in
delivering benefits to the poor (Annear, 2010). W&lhe identification of the poor may not be suéfitt to ensure
that poor people use public health services, tla@ahle evidence suggests that pre-identificatiprexisting HEFs
has increased service utilization by the poor ()bid

77



In the year 2010 all HEFs covered a total of appnately 3.2 million poor in 58 operational
districts throughout CambodfaThe overall coverage has increased by almost dliemsince
2008 (MOH, 2010a). In 2010 more than 700,000 HEf&epts were reported to have received
subsidized medical services and many among them cash allowances to cover the cost of
transport and footf This compares to 407,000 encounters reportedd,28hd 227,000 in 2008.
The reported number of medical services providedht poor by HEFs in the year 2010 is
summarized in table 7.13. The total number of ationy visits was reported at about 581,000 in
2010, whereas there were 106,000 reported admsssaod about 19,000 deliveries.

Table 7.13 Health equity funds, reported number of encounters, 2010

OPD IPD Deliveries Total
Health centres 522 751 - 9 370 532 121
Referral hospitals 58 523 106 018 9821 174 362
Total 581 274 106 018 19191 706 483

Notes: OPD = outpatient department; IPD = inpattkrgartment.
Source: MOH (2010b)

Total expenditure for all equity funds totalled UISE million in the year 2010. The main share
(88.6 per cent) thereof was spent on direct casts,the benefit package, which includes
outpatient (OPD) and inpatient (IPD) care, deliesyifood during inpatient stay, reimbursements
for transport costs, and other benefits (see tdbld); whereas about 11.9 per cent or about
US$553,300 of the total was spent for indirect €dscluding administration (63 per cent),

equipment (21 per cent), pre-identification (13 pent), and programme development (3 per
cent).

Table 7.14 Health equity funds, direct costs by line item and provider type, 2010 (in US$)

Health centres Referral hospitals Total Share (%)
OPD 455 116 282 312 737 427 18.0
IPD 8 351 2102 274 2110625 515
Deliveries 3612 603 464 607 076 14.8
Transport 2 064 595 994 598 058 14.6
Food - 11 477 11 477 0.3
Other - 34 432 34 432 0.8
Total 469 143 3629 953 4 099 096 100.0

Notes: OPD = outpatient department; IPD = inpattirgartment.
Source: MOH (2010b).

7.6.4 Community-based health insurance (CBHI)

Community-based health insurance (CBHI) refers tuntary health insurance schemes
organized at the level of the community. Aimedhat thear poor”, mainly workers engaged in the
informal economy and their families who can affarbdest contribution payments, CBHI

*L Includes the coverage under the MOH user fee dylssiheme. The figure reported was estimated frata thbles
provided to the author by the MOH.
2 Not all HEFs are reporting their encounters; hethese figures are incomplete.
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complements other social health protection schewid#sn the country such as health equity
funds that target only the poor.

The first CBHI scheme was established in 1998;ettaee currently schemes operating in over 15
Operational Districts (ODs) across the country, loyra variety of local and international NGOs.
Benefit packages vary, but all CBHIs cover uses fi access to primary health care through
contracted public health centres, and health-castscfor members at one or more contracted
public hospitals. In addition, most schemes cover tosts of transportation to hospital in
emergency cases and a funeral grant in case oh.d@#tile premium payments are often
sufficient to cover the costs of direct medical awah-medical benefits, most CBHIs also receive
external funding from a variety of sources to hedger administrative and other costs.

In 2006, the MOH developed guidelines for CBHI aigat streamlining operational procedures
and establishing standards on provider payment adstland benefit package. The objectives
pursued through the harmonization of schemes viengrovide guidance to local operators, and
to prepare the ground for a future merger of sclseragning at increasing the risk pool and
improving their overall viability.

In the meantime, the number of CBHI schemes hagased to 18 in total, operating in 17 ODs
in ten provinces and in Phnom Penh Municipalitytal onembership in the year 2010 is reported
at about 170,000 including about 96,000 newly riéedumembers. All but one of the schemes
(SKY) are managed by local NGOs. Membership is figimased in order to limit the impact of
adverse selection. In the year 2010, the dropdatwas reported at 23 per cent of members. The
aggregated income and expenditure of all CBHI s&seim Cambodia is presented in table 7.15
for the year 2010.

Table 7.15 Community-based health insurance schemes (CBHIs), aggregated income and expenditure, 2010

Us$ Share in total (%)

Income 734 104 100.00
Premiums 440 020 59.9
Other 294 084 40.1
Expenditure 1213428 100.00
Benefits 433 085 35.7
Indirect cost 64 695 53
Administration 452 128 37.3
Promotion 146 874 121
Other 116 646 9.6
Balance — 479 324

Source: MOH (2010b).

It can be observed that CBHIs incurred an overafjative balance in 2010. Furthermore, it is
striking that administration and promotion costsabed 49.4 per cent of total expenditure, while
total benefits accounted for only 36 per cent. #isvalso noted that utilization rates among the
covered members was much higher than for HEFsndication that, despite family coverage,
adverse selection is at work. However, experierseesn to vary depending on catchment area
and CBHI operator; some of the schemes seem todrve successful than others in recruiting
new members and retaining them.

Currently, several pilot projects are being impleted that aim at establishing a link between
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CBHiIs and HEFs operating in the same district. ®hgctive is to progressively harmonize the
schemes with a view to merge operations in theréutlihis approach is believed to result in
economies of scale by way of merging duplicate adtrative structures at district level.

7.6.5 Social health insurance for the formal economy

The first Master Plan for the Development of Sotlehlth Insurance was prepared by MOH in
2003. An Inter-Ministerial Committee for Social Hiba Insurance was set up to oversee
implementation, comprising besides the MOH, ther@dwof Ministers, and other line ministries
including MOLVT, MOSVY, MOEF and MOPThe adoption of the SHI Master Plan was based
on the need to develop alternativealth financing schemes in order to support ts®mispelled
out in the Health Strateglelan 2003-2007. The SHI Master Plan suggests alsiic approach
towards universal health insurance coverage, camgyri

(&) compulsory social health insurance coveragefdomal-sector salaried workers and their
dependants, including:

» SHI coverage for private-sector workers employedeuntabour law provisions; the scheme
to be administered by the National Social Secufiymd (NSSF) according to the Social
Security Law, 2002;

» SHI coverage for civil servants to be administelsd MOSVY, based on the benefit
provisions stipulated in Decision Letter No. 24988& (see section 7.3);

(b) voluntary health insurance through the develept of CBHI schemes targeting the informal
sector, notably families who can afford to conttdosmall premium payments on a regular basis;

(c) social assistance through the use of disasted HEFs and, later, through government funds
to purchase health insurance for non-economicatiy@and indigent populatiorts;and

(d) private insurance and user payments for tidgecan afford them.

The SHI Master Plan is obviously a long-term comgabvision intended to pave the way for the
development of more concrete and realistic goalsetaspired to in the short and medium term.
In the meantime, the slow development of CBHIs @redrapid expansion of HEFs seem to have
changed the conceptual balance between the vasamial protection schemes. Given the known
weaknesses of voluntary microinsurance schemesttandack of solid international evidence
demonstrating that a successful scaling up is lestiegpossibility, the future coverage of the non-
poor igiormal sector remains a conundrum, not ami@ambodia but elsewhere in the developing
world.

The introduction of social health insurance for wagnployees of the formal economy and civil
servants, as spelled out in the SHI Master Plasmnlbayet occurred. Despite some progress made
with preparatory planning, the apparent lack ofitimall commitment to set a clear timetable is
rather puzzling. Although the formal economy rersasmall in relative terms, with total
employment estimated at only 1.24 million includipgblic-sector workers — a total share of
about 17 per cent of total employment — it is oneapanding trend. If family dependants are
included under SHI coverage, the formal sectorasgmts slightly more than 20 per cent of the

3 The legal provisions for the MOH subsidy schemeevalopted only in 2007.
** Known weaknesses of voluntary microinsuraaceadverse selection, lack of capacity of loca&rafors, actuarial
risk, high administration costs, fiduciary risk aoverall weak financial sustainability.
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total population. The introduction of SHI by botletNSSF (private sector) and the NSSFC (civil
servants) is therefore considered an importantctibgethat should be pursued.

In the private sector a pilot SHI scheme is cutyemperating in a few garment factories under the
management of the French NGO Groupe de Rechercti&ehanges Technologiques (GRET).

The Health Insurance Project for Garment WorkerHurrently covers about 5,000 workers

and operates in about 12 factories. The schwasintroduced in 2009 with the aim of piloting

employment-based social health insurance in Camaballis in order to gather information and

experience data for assessing the feasibility ttbducing SHI on a wider scale in the private

(formal) sector. The HIP scheme covers mainly fenvabrkers and does not provide benefits to
dependants. For some factories, coverage inclullesogkers and the employer pays the full

premium (US$1.6 per month per insured), whereasttoer companies the employer pays 50 per
cent of the premium and enrolment is voluntary.

Based on the experience of HIP, the NSSF is cuyrgmeparing for the introduction of social
health insurance, possibly by the end of the y@d22A preliminary costing was undertaken in
2011 although the design is yet to be finalizede NSSFC also started preparations during 2009
for the introduction of SHI for civil servants ammiblic-sector pensioners. However, due to
limited administrative capacity and fiscal consitaj implementation has been postponed.

The introduction of SHI for the formal sector ikdly to result in a boost of the health system
overall, with total population coverage estimatédwer two million, and resources of the two
schemes estimated at US$20-25 million in additialehand-side financing. Furthermore, the
two future purchasers (NSSF and NSSFC) could beérumental in inducing quality
improvements at service level, provided they arke gdand willing) to use their leverage on
providers in an appropriate manner. This in turtl help to attract a higher share of private
visitors and “crowd in” a higher share of OOP marileat are currently lost to the private health
sector. However, with administrative capacity dtithited at both NSSF and NSSFC, and little
donor support, it is questionable whether the pgakrsystemic improvements that the two
schemes could induce will materialize in the negure.

In light of the recent improvements on the suppbtlesof the health system, mainly through
increased funding from the Government and donard,the rising salary level of formal-sector
employees, a window of opportunity seems to preseeif that calls for the swift introduction of
social health insurance for private and public@aeatage employees. Taking into account the low
penetration rate of private insurance coverageesent, there should be few obstacles so long as
the required political commitment is given. Howevére longer the introduction of SHI is
deferred and private insurance companies take thdteh the more vested interests will develop
that could potentially exert political pressure amwtlermine the introduction of social health
insurance in the future.

7.7 Social assistance programmes (government budget)

Social assistance or welfare programmes are notrHgotory and aim to provide assistance to
those in need, including people who are poor ardevable, homeless, disabled, and/or victims
of natural disasters or human trafficking. The Gawgent runs a number of such programmes
under different line ministries, with funding praed mainly through the national budget.
Although the assistance provided under these pnoges is mostly in kind, budget allocations
often insignificant, effectiveness limited and bigndistribution generally ad hoc (i.e. there is
entittement or periodicity), they are worth mentran because they are institutionalized
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government programmes. While for donor-funded atites, ownership by the Government and
long-term sustainability are generally issues afoewn and sometimes questionable, this is rarely
the case for programmes funded and implementednbynhinistries, despite any shortcomings.
This section provides a brief description of theirmsocial assistance programmes under the
different ministries.

The Council for Agricultural and Rural Developm¢BARD), under the direction of the Council
of Ministers, is the national agency in charge obrdinating the progammes implemented by
different line ministries. The National Social Rrction Strategy for the Poor and Vulnerable
(NSPS) was prepared by CARD during 2010-2011, anddhed officially by the Prime Minister
in December 2010. The NSPS provides a long-terrmdveork for a comprehensive and
sustainable social protection system aiming at ggveduction and social development.

7.7.1 Ministry of Social Affairs, Veterans and Youth Rehabilitation (MOSVY)

MOSVY is the lead agency among line ministries tbe administration of social welfare
programmes, in addition to veterans’ affairs andtlgoehabilitation. MOSVY was reorganized in
2011, and its mission and functional set-up reeeffi According to the MOSVY work plan
2008-2013, the following domains of responsibilitgferred to as sub-sectors, come under this
Ministry:

» social welfare services for the vulnerable poor

social welfare services for the elderly

social security and welfare for veterans

child welfare and youth rehabilitation

social welfare and rehabilitation for people witkabilities

capacity development, partnerships and fund-raising

At subnational level, MOSVY operates through prawahbranch offices (DOSVYs), and district
social affairs offices (OSVYs). District-level afBs communicate with sangkat (commune)
councils that provide information on social welfareeds in their commune. Sangkat councils
collect all kinds of data on the needy, includinghans, the disabled, people living with HIV,
and victims of disasters. MOSVY is one of the ntimes selected as a priority for the
decentralization and deconcentration (D&D) refomogess, so that the functional responsibilities
of district offices and commune councils may besaged in the future.

YV VYV VYV V

No detailed figures could be made available omilmaber of benefits provided through MOSVY,
or the number of beneficiaries. The MOSVY work p08—2013 spells out, among others, the
following outputs as strategic goals:

» 11,000 orphaned children to receive shelter, cateeaalucation in state- and NGO-managed
orphanages;

» 15,185 children and teenagers who are delinquanthum addicts to receive shelter, care,
detoxification treatment, moral education and vioce training;

» 676 children with disabilities to receive sheleducation and vocational training in state- and
NGO-managed centres;

» 7,620 homeless people to receive temporary shetieral education, vocational training and
reintegration into their communities;

%5 See Sub-decree No. 54
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> 1,500 HIV/AIDS-affected women, children and theanfilies to receive social services and
care;

» 8,500 female and child victims of human trafficking receive education, health care,
vocational training and reintegration into theimgounity;

» 250,000 victims of natural disasters, and poor [gedacing food shortages, to receive
emergency relief assistance.

Total expenditure by MOSVY in 2010 is reported &@$63.9 million, including the budget

allocated to the provinces (US$55.7 million, 87 pent of the total). Seventy-six per cent of the
totalwas spent on salaries, while an estimated ei8cpnt (US$11.5 million went on benefits
(MOSVY/UNICEF/EU, 2011). It is unclear whether thmidget for salaries includes salary
outlays for the administration of NSSFC and NFV. bladget breakdown by programme or
function apparently exists. Most of the non-centhaldget is allocated across provinces
(DOSVYs), which may then budget for the districtftoaune level, and this constitutes a key
constraint for costing the functions associatethWHOSVY operations (ibid., section 4, p. 7).

Although social welfare benefit expenditure unded®VY is relatively insignificant at present,

MOSVY could be instrumental in the future for admiaring other social benefits (e.g. cash
transfers) given its set-up and network reachingrdéo the district level and below, and its
relationship with sangkat councils.

7.7.2 Ministry of Labour and Vocational Training (MOLVT)

MOLVT is in charge of all labour-related matters, particular labour protection through the
enforcement of the Labour Law. This includes regutepections of enterprises, approval of
company HR regulations, and prevention of childolab MOLVT is also supervising the

implementation of the Social Security Law (througBSF) and chairing the Labour Advisory
Committee, a tripartite committee advising on sbisisues such as the minimum wage. MOLVT
also runs a vocational training programme throughibe country, which aims to improve

technical skills and enhance employability of mapnts (see section 7.9).

7.7.3 Ministry of Economics and Finance (MOEF)

MOEEF is involved in the implementation of emergemelyef operations. In 2008 it launched the
Emergency Food Assistance Project with the objectif’ assisting poor households in coping
with the rapid increase in food prices. The totadidpet of the project is US$40 million, supported
mainly by the Asian Development Bank which has mted a grant of US$12.5 million and a

concessional loan of US$17.5 million. From the Iltdtadget, US$19 million is earmarked for

social protection measures, including rice distidoy school feeding and public works, whereas
the remainder is earmarked for activities aimedinareasing agricultural productivity and

capacity building on food security operations (CARD10).

7.7.4 Ministry of Education, Youth and Sport (MOEYS)

Since 2003/04, MOEYS has been operating a schgamibgramme for poor students at the
lower secondary education level. Targeting is acdethrough a poverty assessment mechanism
to identify poor students. Based on a survey, schmamagement committees collect information
on students’ living standards and use a povertgxntb establish a poverty ranking for all
children. Scholarships are awarded to the 50 petr @iestudents with the highest poverty index.
The poorest 25 per cent are qualified as “very padiile the remaining 25 per cent are qualified
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as “medium poor”. The scholarship amounts awardadypar are US$60 for the very poor and
US$45 for the medium poor. Since the scholarshipspaovided in cash to the parents on the
basis of school attendance, the programme is hiysiaaconditional cash transfer (CCT)
programme.

In 2009 the programme disbursed scholarships t68#8¢children across all provinces except
Phnom Penh and according to an evaluation, thergmuge raised enrolment of students by 20
per cent (Filmer and Schady, 2008). A second commonvith scholarships for the upper

secondary level was implemented in 2006/07. Given duccess of the programme, a pilot is
planned for extending it to primary schools. Thaddarship programme is financed through an
allocation from the national budget but also beéedfiom the financial support of various donors.
According to the financing plan (MOEYS, 2005), tio¢al budget of the scholarship programme
for the year 2010 totalled KHR 13.8 billion (US$3lion).

7.7.5 National Committee for Disaster Management (NCDM)

NCDM has the mandate to supply emergency aid i edsnatural or man-made disasters.
Cambodia is regularly affected by weather-relatsdsters such as flooding and droughts, most
recently in 2011 when an estimated 1.2 million peagpere affected by flooding (IFRC, 2011).
The main role of NCDM is to coordinate the differéime ministries and donors involved in
disaster relief operations and assistance projetsuch cases MOSVY provides food and other
relief services, while the Ministry of Defence aftprovides logistic support when required. The
Ministry of Water Resources and Meteorology is irarge of forecasting and reporting water
levels in case of flooding, while funding for rdlieperations is generally identified by MOEF
from different sources including from developmeattpers. NCDM also works closely with the
Cambodian Red Cross (CRC), which runs relief opmratfunded through the Disaster Relief
Emergency Fund (DREF) of the International Federatif Red Cross and Red Crescent Societies
(IFRC).

A disaster management team comprising members fifi@rent line ministries was recently
established to provide backup as needed. During yder 2011, a new law on disaster
management was passed so as to establish a fraknfawaorstitutional responsibilities.

A detailed account of expenditures under variolisfreperations could not be made available for
the year 2010. According to the Council for the Blepment of Cambodia (CDC), total ODA

disbursements for emergency programmes, includingd procurement, totalled US$14.8 million

(CDC, 2011, table 6).

7.7.6 Other ministries

Various other ministries are operating minor soagdistance programmes, including the Ministry
for Rural Development, the Ministry for Agricultuesd the Ministry of Women'’s Affairs. These
are mostly ODA-funded and implemented in collaboratwith development partners or NGOs
(see section 7.8).
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7.8 Social safety net programmes (donor-funded)

With poverty rates still high and a large part bk tcountry’s population facing serious

vulnerabilities, social safety nets are naturallypreority area of intervention for development

partners. The main programmes and projects cuyrenfilemented in Cambodia are summarized
in this section. However, given the large numberdohor-funded initiatives, projects and

activities, some of which are limited in scope, @@phical focus or duration, only major ones
have been included in the following assessmengdas their scope of relevance in relation to
the NSPS. It is noted that most of the programmesmplemented in cooperation with a line

ministry or integrated in the relevant ministrydigities. However, as noted earlier, the Council
for Agricultural and Rural Development (CARD) hd&® tmandate to coordinate donors, provide
inputs on programme formulation, and ensure overahsistency of social safety net

programmes.

7.8.1 The School Meal Programme (SMP)

The School Meal Programme was initiated in 2001hwassistance from the World Food
Programme as part of the WFP-funded ProtractedeRand Recovery Programme. The
programme targets children aged 3 to 12 attendiegppgmary and primary school, and provides
them with a daily meal served at the school presni3ée number of beneficiaries rose from
291,593 in 2002 to 482,961 in 2009, peaking at@®jn 2006. The decrease after 2006 was due
to a reduction in funding available for food prosonent. The programme reached a significant 20
percentage of primary pupils in the 2009/10 schealr, operating in 1,624 of the 6,665 schools
in the country (WFP, 2011).

Apart from the daily food rations delivered to sol# the programme has a second component
providing monthly take-home rations to studentsnfnpoor families, targeting in particular girls
in grades 4, 5, and 6 so as to provide an incemtiv@arents to send their daughters to school.
Over 20,000 poor students in grades 4 to 6 bedefi@m the Food Scholarship Take-Home
Ration (THR) scheme during the school year 2009rb@. amount of food distributed in that year
totalled 10,670 metric tons and benefited about,483 children and their families. Total
expenditure for the two schemes amounted to abds$8l95 million in the school year
2009/2010 (see table 7.16).

Table 7.16 World Food Programme, school meals and take-home rations, school year 2009/10

Sic')s,?r?buted Expenditure No. of beneficiaries

(netric tons) (USS) Total Girls
School meal component (SMP) 7472 6 264 226 284 2 214 137
Take-home rations (THR) 3198 2681075 19 208 14 063
Total (SMP &TRH) 10 670 8 945 301 463 433 228 200

Note:! Total expenditure, including administration cost

Source: WFP (2011).

A recent evaluation of the programme concluded thatSMP has had a significant effect on
school enrolment, in the sense that it has provisteohg incentives for parents to send their

children to school. Unsurprisingly, however, thesifige effect was only sustained while schools
benefited from the programme. The evaluation asmd that take-home rations had a significant
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positive effect on attendance. Overall, thereftre,programme was found to have had a positive
impact. School feeding also reduced dropout rasgecially in grades 2, 3 and 4, but standard
performance tests showed minimal benefits in teomsnproved learning, a fact attributed to
contextual factors (ibid.).

According to the WFP, the NSPS is the most appatpriramework to integrate future school
feeding initiatives, with take-home rations beiing tapproach preferred by WFP because they
benefit the whole household. Take-home rations leavegher nominal value for beneficiaries
than school meals, and may therefore be more effeets an instrument of social protection
policy (ibid.)

7.8.2 Cash transfer programmes

Cash transfers (CT) to the poor are known to beftecttive way of providing social protection
and reducing poverty swiftly. In recent years Cogrammes have enjoyed increasing popularity,
partly due to their successful introduction in bafimerica and the documented evidence on their
effectiveness as an instrument of poverty allesraind social protection. In some instances they
are made conditional, in an attempt to induce biel@al changes that result in long-term social
and economic benefits for the country. In one tgpiconditional cash transfer (CCT) model,
schoolchildren are provided cash grants if thegrattschool and/or comply with health-related
requirements (e.g. vaccinations or medical chec®-up

CT and CCT programmes targeting the poor also babgut indirect benefits to whole
communities, as they stimulate the economy atdhbel llevel through expansion of the demand
side, given that beneficiaries generally spendbieefits received within their local community
or village. This particularly applies to remote asgwhere access to the global market is often
severely constrained due to distance, terrain orexasting roads.

Despite these positive aspects, the cost of lacglee<CT programmes can become sizable and
sometimes a constraint, particularly in developaaoyintries with high poverty rates and tight
fiscal conditions. The cost of large-scale CT pangmes, however, depends on their design and
the pace of their implementation over time. For{iaaome countries, the introduction of large-
scale CT programmes therefore often depends onrsl@mamonmitted to allocating the resources
required. Furthermore, CT programmes for the pequire appropriate targeting through means-
testing, a process that requires administrativac@pand additional resources, particularly if no
targeting mechanism (such as the ID-Poor in Cana)aslin place.

In Cambodia, there is currently no CT programmebidad scope in operation. It is noted,

however, that CT programmes are designated in 8feNas a priority intervention for the future.

UNICEF is planning to launch a pilot programme dgr2012 aimed at addressing child and
maternal malnutrition. According to the NSPS, thegsamme could benefit up to 64,000

children and mothers in the year 2012, with totdource requirements estimated at US$4
million. The programme is still in the design stagence no details are available yet on benefit
provisions and financial commitments by donors.

7.8.3 Public works programmes
A commonly accepted definition of a public workegramme (PWP) suggests that:

The main feature of a PWP is the provision of emplent for the creation of public goods at
a prescribed wage for those unable to find alter@a@mployment, in order to provide some
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form of social safety net. PWP may be defined hadivities which entail the payment of a
wage (in cash or in kind) by the state, or by aana@cting on behalf of the state, in return for
the provision of labour, in order to i) enhance wyment and ii) produce an asset (either
physical or social), with the overall objectiveprbmoting social protection. (McCord, 2008)

PWPs are considered part of active labour markétipe (ALMP) and thus qualify as social
protection programmes in a broader sense (seeosettl). However, since PWP programmes
provide benefits (wages in cash or kind) in excleafoy labour — in the same way as takes place
naturally in the labour market — they do not repregpure transfers to households. Nevertheless,
since PWPs create gainful employment opportunitiey help to generate household income for
the poor and vulnerable, particularly in areas whemployment opportunities are scarce or
affected by seasonal variations. It is thereforeegally agreed that PWP programmes, if well
designed, can improve the livelihood of poor hootdfhand increase the welfare of beneficiaries.
They have been included in the present analysiausecthey are an integral part of the NSPS; a
summary description of the main PWP programmesaimiiddia is provided below.

The Rural Investment and Local Governance Project (RILGP)

RILGP was originally financed through a credit ofS&22 million from the International
Development Association (IDA), with the objective$ (1) assisting rural development and
poverty reduction efforts by supporting the prommsbf priority public goods and infrastructure at
the commune level; and (2) promoting good localegnance via the support of decentralized and
participatory local governance systems at the coneand provincial levels.

The implementation of the initial project phase @@d the period 2003-2006 and included 14
provinces. Due to the success of the first phdse,project was extended via an “additional
financing grant” of about US$36.3 million providéy IDA. The coverage of the project was

expanded to all provinces and the timeline exterddaiecember 2010.

RILGP support plays an important role in strengthgrcapabilities at commune and provincial
level to design, manage and contract small infuaiire projects, and in developing systems to
ensure that environmental and social risks arentak®® account. Total expenditure for PWPs
under RILGP during the years 2009 and 2010 is aysal in table 7.17 for the different sectors
that benefited.

Table 7.17 Rural Investment and Local Governance Project (RILGP), public works by sector, 2009-2010

. Total expenditure (US$) Share
Sector of activity
2009 2010 Totals (%)

Agriculture 38 342 322 080 360 422 1.07
Education 219930 151 086 371016 1.11
Environmental management 6 029 242 697 248 726 0.74
Irrigation, rural drainage & flood protection 1571938 1027 525 2 599 463 7.74
Rural domestic water supplies 184 532 77 045 261 577 0.78
Rural and urban transport 14 168 747 15559 761 29 728 508 88.56
Total 16 189 519 17 380 194 33569 713 100.00

Source: ADB (2010).

87



As shown in the table, during 2009-2010 the proggsnt in total about US$33.6 million on
public works programmes, most of it on rural andbam transport infrastructure.

The Emergency Food Assistance Project (EFAP)

The Emergency Food Assistance Project was initibiethe Asian Development Bank in May

2008 with the aim of providing assistance to Canmbdd mitigate the effects of soaring food
prices. The project comprises three componentdudimg: (1) compensatory consumption
support; (2) productivity enhancement support; &d capacity development for emergency
response to food crisis, and project managemest ligip://pid.adb.org). The first component
includes a food-for-work programme (FFW) implementsy the World Food Programme in

collaboration with the Ministry for Rural DevelopmeMRD), and deals with the rehabilitation

of tertiary roads and canals. The FFW programme imgéemented during November 2008 to
July 2010 in the provinces of Siem Reap, Pursamp@g Thom and Kampong Chhnang. The
project budget was US$35 million including a prefdral loan of about half the total budget.

According to the EFAP’s monitoring report of Jur®l@, the FFW programme had implemented
a total of 42 subprojects that had rehabilitated ¥ometres of rural roads and created 146,259
workdays of employment. A total of 4,900 househopasticipated in the programme and
received in exchange a total of 819.05 tons of (ilmie.).

The EFAP project also funded a cash-for-work (CRAggramme implemented by the MOEF in
collaboration with MRD and the Ministry of Water &mirces and Meteorology. Under this
programme a total of 396,636 work days of employimerre created, resulting in the
rehabilitation of 115.4 kilometres of road. The kens employed were paid daily wages of KHR
10,000 (about US$2.5). The total amount budgetedhi® programme was SDR 2.13 million, an
amount equivalent to US$3.3 million.

7.8.4 Other programmes

Apart from the main social assistance programmé@ed above, there is a wide range of other
programmes, projects and interventions targetimgpor and vulnerable, most of them funded
and/or implemented by development partnerss. A samyof the main programmes, grouped by
supervising line ministry, is shown in table 7.8me of the programmes listed are minor ones
that are not of national scope or sizable in tevfrexpenditure or social transfers.

Table 7.18 Social safety net programmes and projects, and responsible line ministry

Name of programme/project il;:ncehfr;bnelstry
* Emergency Food Assistance Project (EFAP): freeibligion of rice
» Smallholder agriculture and social protection depeient policy operation MOEF
e Child survival: components on improving maternalltreand newborn care,
promotion of key health and nutrition practices MOH
« Maternal and Child Health and Nutrition Programme
*  Emergency assistance: cash and in-kind assistarcertmunes to support MOI
achievement of MDGs
¢ Support to the National Plan of Action on the Efiation of the Worst Forms of Child
Labour 2008-2012
«  Technical and vocational education and trainingEETY pilot; skills bridging
programme, including MOLVT
TVET post-harvest processing
TVET voucher skills training programme (non-formal)
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« HIV/AIDS workplace programme for garment factorynkers

¢ Fast Track Initiative Project (grades 4-6)
e Education Sector Support Project (grades 7-9)

¢ Japan Fund for Poverty Reduction Project (grade¥ 7-9 MOEYS
¢ Basic Education and Teacher Training Project (grae3
«  Enhancing Education Quality Project (grades 10-12)
«  Dormitory Project (grades 10-11)
«  Elderly persons’ association support and services
¢ Physical rehabilitation centres/community-basedbdhation services for people
with disabilities
« Orphans: allowance, alternative care, residenéieg;achild victims of trafficking, MOSVY

sexual exploitation and abuse; children in conflith the law and drug-addicted
children

«  Child protection: helping to develop laws, policesl standards, and raise awareness
to protect children at particular risk

*  Social services and care to children and familfesatims and people affected by
HIV/AIDS; children in conflict with the law and dgdaddicted children

* Food assistance to people living with HIV/AIDS

. ) MOH & MOSVY
* Food assistance to TB patients

» Disaster response and preparedness; general fetitatiion NCDM

Source: CARD.

The Council for the Development of Cambodia (CD@mpiles data on expenditure by
development partnerss. According to CDC (2011 el and 10, sector “Community and Social
Welfare”), total disbursements for social assistap@grammes in 2010 totalled US$52.4 million
for programmes supported through ODA funding, idolg bilateral and multilateral
programmes, whereas total disbursements for psojegpported through NGO core funding
totalled US$36.8 million.

7.9 Vocational training

Vocational training (VT) is part of a broader rangeactive labour market policies (ALMP)
designed to enhance skills and address supplygside or weaknesses in the labour market. VT
aims to improve employability of beneficiaries dadilitate their entry or re-entry into the labour
market. With their skills enhanced through VT, demaries have access to better-paid jobs and
therefore an improved livelihood. In that sense, §0Rlifies as social protection in the broader
sense, particularly if it is provided to benefiaarfree of charge.

VT can be organized through the private sectoougjin a governmental programme, or through a
combination of both. The cost of VT programmesfterosubsidized by the State and sometimes
by employers, either directly (e.g. via donationsmonsoring) or through collective arrangements
such as unemployment insurance schemes. The suafc€3sprogrammes is dependent on their
ability to (i) successfully enhance the skills @rgicipants; and (ii) transfer skills that are in
demand on the labour market.

In Cambodia the main VT programme operates underMimistry of Labour and Vocational
Training (MOLVT). The Technical and Vocational Edtion and Training Programme (TVET)
comprises 38 government-funded training sites avipcial and district levels and the National
Technical Training Institute (NTTI). Apart from shoVT courses, it is TVET that provides
higher technical and academic education in Cambodia
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At the provincial and district levels TVET offenaining consisting mainly of one-year hands-on
courses in the following subjects:

» agriculture (irrigation techniques, etc.)

» mechanical engineering

» business management

» information technology

The curriculum at the NTTI is of a higher educa#iblevel, as is usual for a technical university
offering bachelor, diploma, and master's coursedechnical subjects. NTTI also provides

education to VT teachers who are employed at theipcial and district level vocational training
centres. NTTI has curricula in the following suligec

civil engineering
electrical engineering
electronics
architecture
information technology

YV VYV V V

Overall, TVET provides vocational training to antiested 10,000 students per yé&rdt is
funded under the MOLVT budget; in 2010 the trainmglget amounted to KHR 8.4 billion, or
about US$2.1 million, not including salaries of M@L staff and infrastructure costs.

In 2009 a special fund was established by the Pkhmester to further vocational education. An
ad-hoc allotment to the fund of KHR 31.2 billion }$$7.8 million) was made, to be disbursed
during the biennium 2009-2010, as shown in tald®.7A further ad-hoc allotment to the special
fund was planned for 2011 to target vocationahtreg needs in Special Economic Zones (SEZ).

Table 7.19 Technical and Vocational Education and Training Programme (TVET), national budget expenditure,
2008-2010 (KHR millions)

2008 2009 2010

Regular budget expenditure (MOLVT) 6 962.40 7 643.50 8 444.70
Special Fund for Vocational Trainiffy 31 200.00

Notes:'Training budget, excluding salaries of civil sergaand infrastructure cogotal budget provision in
the 2009 budget law for disbursement in 2009 arid20

Source: TVET, MOLVT.

In 2010 the Asian Development Bank provided a godndS$24.5 million for a national project:
“Strengthening Technical and Vocational Educatiod @&raining (2010-2015)"; the Government
allocated an additional US$3 million US$ to thigjpct. The main project objective is to expand
TVET by providing more integrated training alignedh basic and mid-level skills requirements
of enterprises in the sectors of mechanics, coctstry business services and information
technology.

%% Information provided by Laov Him, Director GeneraVET Department, MOLVT.
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7.10 Summary and conclusions

» This chapter has attempted to provide an overvieexssting social protection schemes and
programmes in Cambodia and to assess their coveeagenditure, and prospective future
development. Due to the large number of donor-fdrsticial protection programmes and the
lack of detailed and comprehensive expenditure,datavas not possible to establish a
complete social budget for Cambodia as initialliended. A compilation of all expenditure
under all provisions and schemes is given in tgb®®. It can be observed that in the year
2010 total social protection expenditure undersaltial protection schemes is estimated at
US$634 million, an amount equivalent to 5.5 pertoeihGDP, including about US$385

million (3.3 per cent of GDP) in social spendiing fiealth®’

Table 7.20 Social protection programmes in Cambodia, benefits provided, coverage and estimated
expenditure, 2010: A summary

Social protection Expenditure |
programme/scheme or Benefits provided b(é(r:\elﬁcr:?gr?e/s Funding source (USs é’DOFf,
statutory provisions millions)
Sickness, maternity, work .
; .y ) " firel Armed forces, police
National Fund for Veterans| injury and death benefits ' ;
(NFV) retirement, invalidity and I/oert%er;]nsd war National budget 19.4 0.17
survivors pension
: . . Sickness, maternity, work Civil servants
National Social Security g ’ T :
o injury, and death benefits; (175,000), retired i 1
I(:ﬁgg;c():r)avn Servants retirement, invalidity and | civil servants and National budget 254 0.22
survivors pension family dependan
Employment injury ; .
: : : benefits including _ \I;)vg\rllfé(rass(?r?;?]rdator Employers
National Social Security medical beneflts, sickness coverage for y (wage based 13 0.01
Fund (NSSF) oo, death enterprises with 8 or | contributions)
benefits, and disability more employees)
and survivors’ pensiol ploy
Paid sick and maternity | Private-sector
. leave, severance pay and workers employed
Employer liabilities employment-injury under labour law Employers (7
benefits provision:
Cost of infrastructure, .
Hospital subsidies salaries, drugs and somg Whole population (va?g?_'r;al budget 152.8 131
operation co
Cost of infrastructure, ODA and NGO
(r?eDaﬁhars]gc’?locr;O gprort to salaries, drugs and someg Whole population grants and 226.¢ 1.99
operation co! project:
Hospital user fee exemption User fee subsidies for the The poor (mostly ID- | National budget
scheme (MOF pool Poor (MOH)
User fee subsidies for the ODA (HSSP-2 46 0.04
Health equity funds (HEFs) ?ooo(zir ?P:nggg‘pg?]%es for 'Fl;ggrp))oor (mostly ID- and other
’ donors)
funeral cos
Medical benefits (social Members'
Community-based health | health insurance) and Contributors (mostly contributions and 12 0.01
insurance schemes (CBHI)| allowances for food, the near poor) ODA fundin . )
transport and funeral cc 9
. : ) Social welfare services
Social assistance benefits gy . .
and welfare services for the and in-kind benefits Various vulnerable National budget
oor and vulnerable (food) for the poor and groups (disabled, (MOSVY) 63.9 0.55
p selected vulnerable elderly, orphans, etc.
(MOSVY) groups
Disaster relief operations | Emergency assistance andPersons affected by | MOEF, ODA, 14.6 0.13
(NCDM and CRC food aic disaster NGOs ) )
. Cash transfers for poor
'\PAOEYS Scholarship students if attending Poor students MOEYS 35 0.03
rogramme schoo

*"Including all administration costs of the respeechemes.
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School feeding and take-

Free school meals and

Primary

WFP (AusAid,

home rations for take-home rations for : USAID, Canada, 8.9 0.08
schoolchildre childrer schoolchildren etc,
ODA-funded social Various, mostly in-kind | The poor and ODA (various 1.9 0.36
assistance projec benefit: vulnerabl donors ) )
NGO-funded social Various, mostly in-kind | The poor and .
assistance projet benefit: vulnerabl NGOs (various) 2538 0.22
Subtotal 589.5 5.12
ODA grants and
. Food and/or cash for . loans (IDA, 0
Public works programmes work Mainly rural poor World Bank, 20.7 0.18
ADB)
: - . . Unskilled adult National budget 1
Vocational training Skills training populatior (MOLVT) 24.0 0.21
GRAND TOTAL 634.2 5.50

Notes:* Excluding administration costNo data availablé€’ Including MOH administration cost.As reported by CDC (health &
HIV/AIDS) with deduction of external overheads (esxperts’ fees) assumed at 20% for ODA and 309MNGOs, excluding
allocations for HEFs and CBHTslncIudin&MOSVY administration cosf As reported by CDC (emergency & food), not

including allocations of the national budg

mount budgeted in Financing Plan 2006—2F1&s reported by CDC (community

& welfare) with deduction of overheads assumed G#%2° As reported by CDC (community & welfare) with dedoctiof
overheads assumed at 308 Comprising RILGP (US$17.4 milllion) and EFAB (US$3.3llion). ** TVET training budget
(excluding salaries) and Special Fund at 50% ofybuébr the biennium 2009—-2010.
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The fundamental right to social protection, inchglithe protection of the poor and
vulnerable, is firmly established in the Constiatiof Cambodia. A number of laws have
been adopted that give substance to these rightsieiime their application in the respective
contexts. The Labour Law provides for extensivevigions on labour protection, including
basic social security entittements to workers antpleyees in the private sector. Civil
servants and other public employees are grantexhsixe social security benefits, including
retirement pensions. Furthermore, a number of lawst that promote the rights of the
vulnerable and seek to ensure their social pratecti

Two social security agencies have been establisteently, NSSFC and NFV, aiming to

improve the administration of social security béisebr public-sector workers and achieving

long-term financial sustainability. There is a ndedfurther strengthen their institutional

capacity to ensure that they can assume their asl@autonomous social insurance funds.
Entitlements for survivors are currently inadequatel should be adjusted to ensure that
survivors are adequately protected through minimibemefit levels in accordance with

international standards. Furthermore, public-segtorkers are not covered by any social
health protection and currently face the risk adasttophic health expenditures.

The National Social Security Fund (NSSF) was eisiabtl in 2008 to provide social security
benefits for private employees in the formal ecopoifio date the scheme provides only
employment injury benefits, mainly to workers iretgarment and footwear industry. The
introduction of social health insurance and pensienefits is under consideration and should
be pursued swiftly to extend the scope of protagtmvided to wage workers.

Social health protection is a critical issue in @aofia, in particular for the protection of the
poor. Fee exemptions and health equity funds angoitant mechanisms for ensuring
equitable access of the poor to basic health-cardces. A number of community-based
health insurance schemes (CBHI) have been estadligtat target informal-sector workers
who can afford to contribute by purchasing socigdlth protection coverage. However, the
overall coverage under these schemes remains Idvharpotential for their future scaling-up
is questionable. Non-poor workers in the informebreomy and their families thus remain
largely unprotected against the risk of catastroplealth expenditures.

Social assistance or welfare services are curreptbvided through a number of line

ministries and national agencies. The Ministry afci@l Affairs, Veterans and Youth

Rehabilitation (MOSVY) operates welfare servicesptovide assistance to the poor, the
disabled, the elderly, and to vulnerable youth. Migistry of Education, Youth and Sport

(MOEYS) operates a programme of scholarships foor pchildren. Emergency food

assistance to victims of natural disaster is predithrough several agencies, including mainly
MOEF, MOSVY and NCDM. Most of the government pragraes, however, have

insufficient resources to provide assistance tthalse in need.

Donor-funded social safety nets supplement thesasgie provided under the line ministries.
The Council for Agricultural and Rural Developm&BARD) is coordinating the inputs of all
stakeholders and the overall national strategy @ratities. The National Social Protection
Strategy for the Poor and Vulnerable (NSPS) wasdaed in December 2011 and spells out
priority interventions, including cash transfersjeggency assistance, social health protection
for the poor, public works programmes and vocatitrzaning. The World Food Programme
(WFP) operates a national programme comprisingddeeding and take-home food rations
for schoolchildren. UNICEF is planning to pilot ast transfer programme for young children
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and mothers. The Asian Development Bank (ADB) isplamenting public works
programmes (PWPs) to upgrade rural infrastructmd,other PWPs are being planned for the
future.

Vocational training (VT) is part of the nationaigaity seeking to improve technical skills and
employability of the poor and vulnerable. MOLVT gua national programme providing short
VT courses in several areas, including irrigatiorechanics, business management and IT.
The programme is supported through an ADB projettt the objective to improve alignment
with labour market requirements and extended c@eod the programme.
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8 Report summary and conclusions

During the past decade, rapid economic growth aleity political stability and ODA-funded
assistance has made possible positive changeshandchievement of lasting development
progress in Cambodia. Nevertheless, more than thilien Cambodians, a significant share of
the total population of 13.4 million (2008), remmipoor and many others highly vulnerable.
Despite the rapid economic growth, GDP per cap#imains low, at less than KHR 9,500
(US$2.40) per day in 2010.

Even at low income levels, income redistributiodiges are possible and should be part of a
social protection strategy. Due to fiscal constsgirhowever, in the short term they will be
focused on extreme poverty alleviation rather th@aoverty eradication, and a step-wise
introduction will be required. Therefore, to acteew visible impact on poverty alleviation and the
extension of social protection for the poor, thénewable and the non-poor, a strong commitment
is needed on the part of both government and dommoesure the allocation of the resources
required (Pal, 2005). In light of resource limitats for providing a basic livelihood to the poor
and extending social protection to the non-pooticpochoices are required. Since a gradual
approach is the only viable option, it is relevamfirst consider such policies and programmes as
relieve the plight of the neediest, in particulae poor and the most vulnerable. The introduction
of basic social protection provisions for all, asmoted under the global Social Protection Floor
Initiative (SPF) launched by the UN family undeetkead of the ILO and WHO, therefore
deserves due consideration for the design of nemalsprotection policies and programmes in
Cambodia, this within the overall strategic framekvoutlined in the NSPS (see Cichon et al.,
2011).

At present, Cambodia’s social protection expenditcmnsists mainly of outlays for subsidized
health services and social security benefits foil gervants, war veterans and their families.
Other social protection measures, including soaielfare and cash transfers to the poor and
vulnerable, are of minor scope and funded mainlgdayor countries. Given the tight fiscal space,
further ODA assistance will be required in the nEamedium-term future to achieve progress
and the development objectives as defined by thdGMramework. However, since donor-

funded social programmes are rarely institutiomalizand/or backed by long-term financial

commitments, their long-term sustainability is afguestionable. Furthermore, through the rapid
economic development in Cambodia new fiscal spaagening up continuously, creating new
opportunities for the allocation of budgetary rases to priority projects selected by the
Government. In light of these considerations, itndispensable that over the short to medium
term new fiscal resources are allocated towardsetttension of social protection, in order to

supplement and eventually replace the resources azallable by donor countries.

Social protection generally pursues a twofold dfojec (i) the institution of social transfer

mechanisms to benefit the poor and needy; andthi@ management of social risks through
appropriate risk-pooling arrangements. In lighttké scale of unmet needs of the poor and
vulnerable in Cambodia, the policy priorities oftibadhe Government and the development
partners are still focused predominantly on thetfobjective. Given the pace of economic
development, the decrease in poverty rates, andah&nuous increase in household incomes, a
paradigm shift will be required in the near futtwevards the second objective, in order to further
the development of appropriate risk-pooling meck@si and institutionalized arrangements.
Since the development of such instruments takessy#anot decades, in particular for the
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development of the human and institutional capa@tyired, it should not be delayed for too
long. Further technical assistance will be requifiemm development partners to support the
Government in developing the required institutiangl their institutional capacity for an effective
delivery of the social protection benefits requinedhe future.

In the health sector much progress has been achievecent years. Nevertheless, out-of-pocket
health spending of households remains high, andja rercentage thereof is spent outside the
public health system. There is a need to improaityuof care in order to incorporate household
spending into the public health system. But thet vagjority of Cambodians remain without
coverage under any social health protection schant therefore continue to face risks of
catastrophic health expenditures. Health equitg$umave been instrumental in improving access
to care for the poor; the non-poor, however, #iljely remain unprotected, including the most
vulnerable among them. There is a need to movedaléh the implementation of social health
insurance for formal-sector workers, both in thélmuand private sectors. This could be a critical
step forward that would allow additional fundinglie channelled into the public health system
from the demand side. Furthermore, the new heaitthasers could be instrumental in improving
quality standards in public hospitals through tbasistent use of performance-based contracting
arrangements. This will require, however, not calgtrong commitment by the new purchasers
(i.,e. NSSF and NSSFC), but also the prior developgtnoé adequate human and institutional
capacity within these institutions.

Regarding pensions, the national coverage ratewsapart from public-sector workers, who are
entitled to retirement, invalidity and survivor gons. The planned introduction of social
security pensions for the private sector shouldobesued as stipulated by the Social Security
Law, 2002. For workers engaged in the informal ecoy, the labour market participation rate of
the elderly is high, due in part to the lack of -alge pension provisions. Social protection
provisions are needed that provide income sectaoiboth the elderly and the disabled. Given the
low age dependency ratio in Cambodia, the intradocodf social pensions for the elderly and
disabled, as promoted under the SPF Initiative, ldvawt be very costly in relative terms.
Furthermore, international experience has showh gkasions for the elderly are often shared
within the household and often benefit other hoakEmembers, notably schoolchildr&h.

With social transfers deemed indispensable to prdt®se unable to earn a decent living, cash
transfer programmes are part of the key policy messidentified by the NSPS and promoted
under the SPF Initiative. In Cambodia the WFP-aéd school feeding programme is currently
the only large-scale social transfer programmeetoelit the poor. The planned up-scaling of the
programme to cover all schools in Cambodia is aitigpes development. Cash transfer
programmes for pregnant women and mothers with gamidren have also proven successful
around the world, notably through their positivgpamt on maternal and child mortality rates. The
introduction of such a programme in Cambodia, aseatly planned by UNICEF in collaboration
with CARD, would be a further positive step towatks extension of social protection.

The governance of the social protection system ti6 Bagmented in Cambodia, with
responsibilities for policy formulation and implemation shared between several line ministries
and key programmes of development partners. Thenteadoption of the NSPS is a
commendable step forward towards a more coherehtaardinated policy approach under the
leadership of CARD. The planned costing of prioritierventions outlined in the NSPS should
help to assess resource needs for different imtéiores, and thereby establish a sound basis for

%8 This, for instance, was the experience in Namibizere universal pensions were introduced in ttae 2600.
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informed policy-making. Resource-based and longitpolicy planning by the Government is an
important step forward to support the transitiontiod Cambodian social protection system;
moving from a collection of fixed-term donor-fundgutojects towards a more coherent,
institutionalized and financially sustainable systender full government ownership.

The ongoing reform process of decentralization dadoncentration, aiming at strengthening
local governance and public service delivery, igropg new perspectives for the delivery of
social protection benefits at the community lev€he new administrations to emerge at
subnational level could be instrumental for theivéey of a comprehensive social protection
benefit package to the rural population. Howevay, movel approaches will need to be carefully
designed and piloted first before they can be nti@ased on a national scale. Overall, an
efficient and effective public administration systés a key requirement for the functioning of a
comprehensive social protection system. Furthenrtsffto upgrade administrative capacities and
to strengthen national social protection agencidsww doubt be required; they are a precondition
for lasting progress on the path towards univessaérage.
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Annex tables

Table A.1 Labour market balance, 2008-2010 (thousands and percentages)

2008 2009 2010

Total population 13 396 13617 13 847
Male 6516 6 631 6 750
Female 6 880 6 986 7 097
Working-age population (15+) 8 882 9159 9440
Male 4 201 4343 4492
Female 4681 4816 4947
Non-active working-age population 1926 1986 2046
Male 805 832 861
Female 1121 1154 1185
Non-active working-age population, % of working-ggmpulation 21.7 21.7 21.7
Male 19.2 19.2 19.2

Female 24 24 24
Labour force within working-age population 6 956 7173 7 394
Male 3396 3511 3632
Female 3559 3662 3762

Memorandum item: Labour force aged <15 (%) 98 88 78
Labour market participation rate 78.3 78.3 78.3
Male 80.8 80.8 80.8
Female 76 76.2 76.4
Employed population aged 15+ 6841 7 056 7272
Male 3346 3459 3578
Female 3495 3597 3694
Paid employed population 3904 4 029 4 157
Male 2526 2611 2701
Female 1377 1417 1456

Employers (%) 17 18 18

Male 10 10 11

Female 7 7 7
Paid employees 1192 1274 1361

Male 698 745 796

Female 495 528 565

Public administration and defence 305 310 316

Male 233 237 242

Female 72 73 74

% of population 2.3 2.3 2.3

Civil servants 166 166 166

Male 111 111 111

Female 55 55 55

Own-account workers 2714 2743 2775

Male 1830 1848 1871

Female 885 894 905
Unpaid family workers 2938 3027 3115
Male 820 909 997
Female 2118 2118 2118
Unemployed population aged 15+ 114 118 122
Male 51 52 54
Female 64 66 67
Unemployment rate 1.6 1.6 1.6
Male 1.5 1.5 1.5
Female 1.8 1.8 1.8

Note: Actual for 2008; author’s projections for 20and 2010.

Source: Census 2008 and author’s projections.
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Table A.2 Economic and fiscal indicators, 2002-2010

2002

2003

2004

2005

2006

2007

2008

2009

2010

GDP at constant 2000 prices (KHR billions)

Change in % p.a.
GDP at current prices (KHR billions)

16 237 613 19 434 22 009 24 380 26 870 28 668 28 107 29 799

6.6 8.5

10.3

13.3

10.8

10.2

6.7

16 7818 535 21 438 25 754 29 849 35 042 45583

-2.0

6.0

44841 47805

Change in % p.a. 73 105 157 201 159 174 301 -16 6.6
GDP Deflator 103.4 105.2 110.3 117.0 1224 130.4 159.0 159.5 160.4
Change in % p.a. 0.7 1.8 4.8 6.1 4.6 6.5 219 0.3 0.6
GDP growth by industrial sector (% p.a.)
Agriculture, Fishery & Forestry 105 -0.9 157 5.5 5.0 5.7
Crops 219 -23 276 5.3 8.2 6.6
Livestock & Poultry 5.7 3.8 5.6 8.2 3.7 3.8
Fisheries 1.7 -1.7 5.6 3.8 0.8 6.5
Forestry & Logging -3.0 0.9 5.1 7.1 1.0 1.0
Industry 121 166 127 183 8.4 4.0
Mining 170 255 261 16.1 79 156
Manufacturing 123 177 9.7 174 8.9 3.1
Food, Beverages & Tobacco 47 53 9.0 5 3.0 6.0
Textile,Wearing Apparel & Footwear 16.8 249 9.2 204 100 2.2
Wood, Paper & Publishing -14.9 5.0 9.5 8.7 5.0 4.8
Rubber Manufacturing -10.1 -81 -838 3.8 9.3 8.5
Other Manufacturing 7.7 82 173 152 6.8 6.3
Electricity, Gas & Water 93 122 120 320 110 8.6
Construction 111 132 220 200 6.8 5.8
Services 59 132 131 101 101 9.0
Trade 3.7 5.9 8.5 7.1 9.5 9.4
Hotel & Restaurants -16.7 233 223 137 10.2 9.8
Transport & Communications 3.2 96 144 2.1 7.2 7.1
Finance 6.7 20.0 195 243 221 192
Public Administration -45 -6.7 6.0 -1.2 0.3 4.5
Real Estate & Business 234 203 7.7 109 10.7 5.0
Other services 136 180 183 172 120 120
Fiscal indicators
Total revenue 10.6 98 103 105 114 121 116 110 123
Tax revenue 7.5 6.8 7.7 7.7 8.0 10.2 9.7 9.3 9.8
Domestic 5.0 4.7 5.3 5.5 5.9 7.1 6.9 7.4 9.8
Tax on foreign trade 25 21 2.4 2.2 2.2 2.6 2.4 2.4 7.4
Current non-tax revenue 3.0 238 2.5 2.2 2.1 1.8 1.7 1.6 2.2
Capital revenue 0.1 0.2 0.1 0.6 1.3 0.1 0.2 0.1 0.3
Total expenditure 180 161 142 132 141 147 141 17.0 19.9
Current expenditure 9.7 9.7 8.5 8.0 8.3 8.6 8.3 85 10.6
Civil administration 68 7.1 5.9 5.7 6.0 6.5 6.5 6.4 8.1
Wages and salaries 3.5 33 3.0 2.8 3.2 3.3 3.2 3.3 25
Social spending 35 33 3.1 2.8 2.6 2.8 2.6 2.8 2.7
Other civil spending -0.2 05 -02 0.1 0.8 0.8 0.8 0.3 29
Military and security 24 22 2.0 1.8 1.7 1.0 1.0 1.3 1.8
Interest payments 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Other current expenditure 0.3 0.2 0.4 0.3 0.4 0.6 0.6 0.6 0.5
Capital expenditure 83 6.4 5.7 5.2 5.8 6.1 5.8 8.5 9.3
Balance -74 -63 -38 -26 -27 -26 -25 -60 -76
Domestic financing 0.0 14 -05 -18 -22 -26 -3.0 -03 0.6
External financing 7.4 4.9 4.3 4.4 4.9 5.2 5.3 6.3 7.0

Sources: IMF; NIS.
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