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FOREWORD 

Development o f  a sound framework for public procurement in Cambodia began only in 
1995, when the Asian Development Bank provided technical assistance to  prepare regulations 
and establish a procurement monitoring office. Unfortunately, adoption o f  the proposals has 
been slowed by institutional weaknesses and budgetary constraints caused by the regional 
economic crisis o f  the late 1990s. Several decrees and ministerial orders over the last several 
years have complicated the procurement framework proposed in 1995 and slow progress in 
strengthening the business regulatory framework and tackling corruption has increased the 
fiduciary risk o f  donors. As this Country Procurement Assessment Report illustrates, much 
remains to  be done in developing transparent procurement practices. 

T h i s  Report, prepared by World Bank staff with close cooperation o f  the Asian 
Development Bank and support f rom key agencies o f  the Royal Government o f  Cambodia, i s  
a contribution to the Government’s ongoing public sector reform program. I t  analyses 
strengths and weaknesses in current practices and outlines an action plan to br ing public 
procurement further into line with internationally accepted best practice. Implementation o f  
the action plan i s  important not only in continuing to  improve the efficiency o f  public 
spending and thereby attract continued support for the Government’s reform program, but 
also to address additional pressures arising f rom the Government’s pol icy o f  decentralizing 
responsibilities for project formulation and implementation. 

The Wor ld  Bank stands ready to support the efforts o f  the Royal Government o f  
Cambodia toward the implementation o f  the proposed reform action plan. As a first step, I 
am pleased to report that the World Bank’s Institutional Development Fund has just agreed to 
the request o f  the Royal Government o f  Cambodia to support the init ial  stages o f  
rationalizing and streamlining current procurement procedures through the provision o f  a 
grant o f  us$100,000. 

Ian C. Porter 
Country Director, Cambodia 
June, 2004 
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CAMBODIA 

COUNTRY PROCUREMENT ASSESSMENT REPORT 
EXECUTIVE SUMMARY 

1. The Wor ld  Bank (WB) produced a draft Country Procurement Assessment Report (CPAR) for 
Cambodia in 1997 but it was not finalized, nor formally submitted to  the Royal Government o f  
Cambodia (RGC), since the WB guidelines for CPARs changed at that time requiring more 
comprehensive coverage. This CPAR has been produced in line with the current WB current guidelines 
and has involved substantial involvement o f  public and private agencies, and cooperation with, and 
input from, the R G C  and the Asian Development Bank (ADB). I t s  principal objective i s  to identify 
actions that need to be taken to improve the efficiency o f  procurement, thus assisting the country to 
enhance economic growth and reduce poverty. The report also provides guidance to WB and 
counterpart staff when considering procurement aspects o f  new projects being developed for WB 
assistance and the supervision o f  on-going projects. 

2. Fact-finding was conducted in stages between October 2002 and March 2003, during which 
time senior RGC officials and procurement staff, project managers o f  state-funded and donor-assisted 
projects, donor agencies, and private sector representatives were interviewed and relevant documents 
were researched. A Workshop was conducted in Phnom Penh in April 2003 to discuss the CPAR 
team’s principal findings and recommendations with a l l  those who had assisted the WB team. 

3. This final report reflects the results o f  discussions held on the draft CPAR o n  February 02 and 
March 23, 2004 between RGC staff involved in procurement and the WB CPAR team. On June 9, 
2004, RGC formally accepted the CPAR and also provided n o  objection to i t s  public disclosure. 

4. Through several o f  i t s  ministries and agencies, RGC has fully supported the preparation o f  this 
CPAR. The Ministry o f  Economy and Finance (MEF), and specifically i t s  Department o f  Public 
Procurement (DPP) acted as the counterpart agency. 

A. SUMMARY OF KEY FINDINGS 

General 

5. After nearly three decades o f  internal conflict and turmoil, Cambodia has returned only in the 
last few years to relative peace and stability. The currently underdeveloped status o f  the country’s 
economic, legal and institutional framework reflects this turbulent period in the country’s history. Whi le 
some progress has been made in re-establishing the rule o f  law, corruption pervades public sector 
activities and has become a significant disincentive to  foreign investment in the country. 

6. With regard to public procurement, Cambodia received technical assistance from ADB in 1994- 
1995, resulting in well-drafted legislation, rules and guidelines that were designed to create a 
coordinated and sound procurement framework in line with good international practice. Through a 
number o f  executive decisions made over the ensuing years, however, implementation o f  the framework 
has deviated f rom the intentions o f  the ADB-funded work. This has resulted in a fragmented approach 
without a focal point for overall monitoring, and resulting in considerable decision-making power in the 
hands o f  MEF. T h i s  CPAR focuses on actions that need to be taken by RGC to re-assume the direction 
intended by the 1995 framework for development o f  a transparent public procurement environment with 
monitoring carried out by a single agency. 

ES-1 
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Legal and Regulatory Framework 

7. There i s  currently n o  basic l a w  o n  public procurement in Cambodia. The draft prepared under 
the ADB TA in 1995 was promulgated as a sub-decree by the Council o f  Ministers, one tier below basic 
law. The basis in law for the sub-decree i s  a br ie f  article in the 1994 State Budget Law, which states 
that: “Expenditures f rom the general budget and special treasury account are ruled by public 
procurement procedures which are defined and organized by decree issued by the Council o f  Ministers, 
based on proposals by MEF.“ The CPAR team, supported unanimously by delegates at on April 2003 
Workshop (para. 2), believe that this i s  inappropriate - efficient and transparent public procurement i s  a 
v i ta l  component o f  economic growth, deserving o f  i t s  own sovereign l a w  to safeguard the interests o f  a l l  
parties, including national and international investors. 

8, The 1995 Sub-Decree was supplemented by Implementing Rules and Regulations on Public 
Procurement (IRRPP), which were amended in 1998. Several aspects o f  both the 1995 Sub-Decree and 
1998 IRRPP require improvement in the light o f  experience to bring them further into l ine with good 
international practice. These improvements should be made, in l ine with the CPAR recommendations, 
as quickly as possible so that a strengthened 1995 Sub-Decree/l998 IRRPP can serve in the interim 
whi le the drafting o f  an all-encompassing sovereign procurement l a w  i s  carried out. 

9. Other rules and guidelines exist for public procurement for: 

(a) Provincial and local district projects handled under the R G C  decentralization policy by the 
Social Fund o f  the Kingdom o f  Cambodia (SFKC) and the National Committee for 
Supporting the Communes (the Commune-Sangkat initiative); and 

(b) Privatized concession andor  build-operate-transfer (BOT) projects. 

10. Under (a) above, SFKC procurement procedures have been agreed with WB and, for 
Commune-Sangkat projects, a sub-decree o f  April 2002 includes basic procurement rules that differ in 
several aspects f i o m  the 1995 Sub-decree and 1998 IRRPP, mainly on account o f  the small scale o f  
procurement involved, but which are basically sound. 

11. Under (b) above, RGC embarked in 1998 o n  a pol icy o f  increased private sector participation in 
the delivery o f  public services and infrastructure projects, uti l izing private sector finance. The pol icy 
was supported by a BOT Sub-Decree issued in February 1998. The CPAR team considers that the BOT 
Sub-Decree i s  inadequately framed for covering al l  types o f  privatized projects that may be required. It 
also contains one major loophole that permits direct negotiation and the awarding o f  privatized 
concessions and BOT projects when the concessionaire i s  required to have “special qualifications”. 
Most  BOT/concession projects to date have been single sourced through direct concessions. Contractual 
terms and conditions are unavailable for  public inspection, and there i s  n o  provision for a regulator to 
protect state interests. Many o f  the concessions involve public end-user charges that have not been 
“tested” through open competitive bidding. The business community has often protested to RGC that 
these charges are adding to the already high official and unofficial cost o f  doing business in Cambodia, 
and there are concerns about medium -to long-term damage to  the country’s competitiveness. 

12. The CPAR team believes that the 1998 BOT Sub-Decree needs to be revised. The loophole 
permitting direct awards should be eliminated, the process o f  selecting concessionaires should be made 
competitive and totally transparent, r i sks  need to be shared between RGC and concessionaires o n  an 
equitable basis, provisions should be made for a regulator, and different forms o f  contracts for various 
types o f  concessions need to be covered. 

ES-2 
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Organization of  Procurement 

13. Under the 1995 Sub-Decree, DPP was established as the supervisory and monitoring body for 
a l l  public procurement. In late 1996, however, MEF transferred the responsibility for monitoring 
procurement that was financed by international financing institutions (IFI) f rom DPP to i t s  Department 
o f  Investment and Cooperation (DIC), which then created three separate un i ts  to handle projects 
financed by ADB, WB and bilateral donors, respectively. Some l ine ministries are n o w  required to s ign  
a memorandum o f  understanding with MEF specifying the detailed procurement arrangements; and 
MEF must issue a n o  objection at critical stages o f  the procurement cycle. 

14. MEF explained to  the CPAR team that i t s  in-depth role in procurement and disbursement on 
donor-funded projects was justif ied by the inadequate sk i l l s  and experience o f  executing agency staff, 
the poor control o f  donor funds that occurred before these arrangements were put into place and that 
public money must never be spent without being subject to adequate checks. Whi le the CPAR team did 
find weaknesses in the performance o f  executing agencies, in terms o f  sound procurement practice, the 
objective for the country to improve the pace o f  development must be to improve the procurement 
capability o f  l ine agencies. This i s  necessary to enable each line agency to assume full responsibility for 
carrying out procurement efficiently and quickly, with the role o f  MEF being one o f  policy-maker and 
monitor. 

15. Monitoring under the SFKC and Commune-Sangkat projects bypasses MEF and DPP, with 
procurement being overseen by SFKC itself and the Ministry o f  Interior, respectively. Procurement 
under these projects appears to work  wel l  but there i s  some concern in MEF that a completely 
independent procurement mechanism, such as that in SFKC, may not  be appropriate unless there i s  a 
strong internal control system in place for both procurement and financial management. DPP presently 
monitors state-funded procurement. With procurement being handled by several agencies, there i s  a 
need for a focal point for  overall monitoring o f  public procurement to ensure consistent standards, 
compliance with regulations and the implementation o f  urgently needed training programs and this 
aspect o f  procurement needs to explored in depth with the RGC. In this respect the RGC has endorsed 
the preparation o f  a manual o f  Standard Operating Procedures (SOP) that will include manuals covering 
both procurement management and financial management (FM). MEF’s role will then be to ensure that 
procurement i s  carried out and in accordance with the specified procedures. 

Knowledge of  Procurement Procedures 

16. Interviews and a survey by questionnaire o f  project implementation staff o n  IF1 financed 
projects revealed that there were significant weaknesses in the knowledge o f  good procurement practice 
and applicable regulations. About 60 percent o f  respondents had received two days or less o f  formal 
procurement training in the past f ive years. Examples o f  weaknesses include: queries f rom bidders are 
often answered verbally, with the query and answer not always being circulated to a l l  bidders; record- 
keeping i s  poor in as many as 25 percent o f  a l l  projects; and details o f  clarifications o f  bids during 
evaluation are sometimes not  recorded properly. In addition, 35 percent o f  respondents indicated that 
bids are not  always opened immediately after bid closing time (the longest admitted gap was two days). 

17. Principal problems in the procurement cycle cited by procurement staff were: when there i s  a 
major procurement issue, the time taken to obtain approvals and signatures in the l ine ministry and MEF 
(the recent agreement to develop streamlined procurement procedures (para. 15) should address this 
issue); inadequate expertise available to prepare technical specifications; the time taken to obtain WB 
no-objection, although it was accepted that the confusion among procurement staff over procedures 
often meant that clarifications had to be submitted; and, for projects at the provincial level, influence o f  

ES-3 
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local politicians and community leaders being brought to  bear o n  the bidding and evaluation process. 
Given the variation in administration s lu l ls  among projects, there i s  a definite need for increased 
training in project management and wider use o f  computer-based tools to improve efficiency. The 
shortage o f  adequately skilled staff in the public sector i s  exacerbated by very l o w  rates o f  remuneration 
compared with those offered by the growing private sector. The RGC, ADB, WB and other donors are 
addressing c i v i l  service reform through an Integrated Fiduciary Assessment and Public Expenditure 
Review (IFAPER) and a dialogue with RGC has been initiated to improve overall public financial 
management based on the findings and recommendations o f  that review. 

Harmonization o f  Donor-Funded Projects 

18. RGC, together with ADB and WB (Cambodia’s two principal funding agencies), supports the 
“Rome Declaration o n  Harmonization” o f  February 2003 and i s  committed to harmonizing procurement 
procedures and practices in Cambodia. A working group was established in 2002, and the December 
2002 Joint Portfolio Review by ADB and WB agreed to make faster progress during calendar year 
2003. In l ine with this objective, a translation has been carried out o f  WB SBDs and other standard 
procurement documents. Under ADB TA grant financing a procurement specialist i s  being recruited to 
prepare harmonized bid documents. Following o n  in i t ia l  work by ADB, a WB-grant i s  financing 
consultants to  prepare a manual o f  standard operating procedures including project procurement 
management and FM manuals, that will be uti l ized for a l l  ADB and WB projects. The CPAR team wil l 
assist the consultants to incorporate the CPAR recommendations into the operating procedures. 

Private Sector 

19. The private sector has advised RGC through official forums that the extent o f  corruption i s  a 
disincentive to investment in the country. There are also gaps and weaknesses in the present legal 
framework pertaining to procurement in key areas such as company law, bankruptcy law, a well-defined 
contract l aw  and commercial arbitration law. A consistent complaint made to the CPAR team was that 
distortion o f  the bidding process for concession contracts was viewed as indicative o f  the lack o f  
commitment by R G C  to canying out procurement in an efficient manner. 

20. For larger works contracts, competition i s  n o w  common f rom foreign state-owned enterprises, 
whose l o w  bid prices strongly suggest that they are subsidized by their governments. Local contractors 
increasingly find themselves unable to compete o n  larger contracts and are reduced to the role o f  
subcontractor, with payments by the foreign contractor often being delayed for work done. The amount 
o f  work being won  by apparently subsidized foreign state-owned enterprises might be regarded as 
running contrary to the a im o f  donors to promote growth o f  the local contracting industry. MEF wishes 
to work closely with lending agencies to find efficient ways to develop the capacity o f  local f i rms.  

Fiduciary Risk Assessment 

21. Fiduciary r i s k  in procurement in Cambodia has lessened somewhat since competitive bidding 
was introduced in stages over the past 18 months. However, the fiduciary risk i s  s t i l l  rated high o n  
account o f  the existence o f  corruption, with l o w  public sector remuneration creating a climate for  rent 
seelung; weaknesses in the existing regulatory framework; the absence o f  a sovereign procurement l a w  
with a single focal point  for monitoring and enforcement; the involvement o f  MEF in the day-to-day 
procurement process, which duplicates work and mitigates against the development o f  procurement 
expertise in line agencies; and the loophole in the 1998 BOT Sub-Decree that has created a virtually 
closed environment in the awarding o f  BOT/concession contracts. 

ES-4 
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B. PRINCIPAL RECOMMENDATIONS 

22. With regard to procurement, given the relatively underdeveloped legal and institutional 
framework in Cambodia, the immediate need i s  to put in place simple, yet targeted improvements, that 
meet the development needs o f  the country while reducing the opportunity for corruption. The present 
procurement system, while having a sound basis, needs to be overhauled legally, institutionally and 
technically, and made more efficient. The CPAR team has deliberately confined i t s  key 
recommendations to those requiring priority action (other recommendations are given in an annex to the 
main report): 

(a) The highest priority should be given to holding tripartite discussions between RGC, ADB 
and WB in order to agree on an Act ion Plan for implementing the recommendations o f  the 
CPAR as wel l  as to identify sources o f  funding for the identified activities; 

(b) The existing 1995 Sub-Decree needs to be quickly strengthened as an interim measure 
while the drafting o f  a sovereign procurement l aw  and IRRPP i s  carried out; 

(c) A sovereign procurement l aw  should be enacted, based o n  a detailed review o f  the 1995 
Sub-Decree and setting down the framework and principles for a l l  public procurement, 
however funded, including BOT and concession contracts. The new law  should be 
supported by IRRPP based o n  those o f  1998, modified to reflect subsequent experience, and 
be made mandatory for a l l  public procurement, with separate provisions applying to specific 
cases such as SFKC, Commune-Sangkat and privatized projects.' Prioritv - see footnote 1; 

(d) The current practice o f  awarding concession contracts without competition, and before 
carrying out feasibility studies, should cease. The 1998 BOT Sub-Decree i s  currently being 
redrafted but, in view o f  the complexity o f  a comprehensive BOT law, this will probably 
take some time. Hence the present loophole in the 1998 BOT Sub-Decree needs to be 
closed Priority - see footnote 1; 

(e) Consistent with a phased program tied to training to improve their procurement sk i l ls ,  l ine 
agencies should be given increasing responsibility for the bidding process, with MEF 
phasing out, whenever possible, i t s  ro le in day-to-day activities and re-assuming the role o f  
policy-making, procurement monitoring and training. Priority - During the discussions on 
the draft CPAR, MEF indicated i t s  interest in identifying agencies that, by increasing their 
thresholds can move, in stages, to full autonomy in the awarding o f  contracts, subject to 
oversight by MEF; 

(0 The procurement sk i l l s  o f  l ine ministries and agencies should be strengthened as quickly as 
possible through comprehensive, and sustainable training programs . Priority - As soon as 
sources o f  funds can be identified for implementing a comprehensive training program, 
such a program should commence; and 

(g) In line with a comprehensive training program, there should be a progressive move towards 
establishing a single agency that would monitor and oversee al l  public procurement, act as 
an advisory and resource centre, and implement procurement training programs. The 
structure and most appropriate location o f  the procurement monitoring office requires 
further study, which should utilize existing resources in DPP, the three units o f  MEF vetting 

' Priority: The April 2003 Workshop (para. 3) recognized that promulgation o f  such a l a w  could take two  to  three 
years. The 1995 Procurement Sub-Decree can be amended, i.e., strengthened, by the Minister o f  Finance making 
recommendations to  the Counci l  o f  Ministers. I t  i s  therefore recommended that the second highest pr ior i ty  be 
given to strengthening the Sub-Decree in the in ter im while the proposed procurement l a w  makes i t s  w a y  through 
Parliament. 
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donor-funded projects, and the procurement staff o f  SFKC and the Commune-Sangkat 
committee. Prioritv - the study on determining how, when and who should be the agency to 
oversee procurement should be initiated immediately. Thereafter, the phased 
implementation should be undertaken in line with the study’s recommendations. 

Start Finish 

C. OUTLINE OF RECOMMENDED ACTION PLAN 

Tripartite discussions among RGC, ADB and WB on the 
best manner o f  implementing the CPAR recommendations. 
Applications for grant funds to support strengthening public 
procurement in RGC 

23. The precise manner o f  implementing the recommendations should be the subject o f  a tripartite 
review among RGC, ADB and WB, followed by further detailed study, possibly funded by grants 
provided jo int ly by ADB and WB. The approximate timing o f  each stage i s  given in the following table. 

(March  2004) M a y  2004 

(ADB Apri12004) (ADB Apri12004) 
WB June 2004 WB July 2004 

24. Monitor ing the implementation o f  the action plan should be undertaken jo int ly by RGC and 
staff o f  both banks from their Phnom Penh offices, supported as and when needed by specialist 
procurement staff based in the WB Bangkok office and the ADB headquarters in Manila. 

_____ 

Develop streamlined and harmonized procurement 
procedures and documents 
Drafting o f  changes that will strengthen the 1995 
Procurement Sub-Decree and IRRPP and receive approval 
by the Council o f  Ministers. 
Prepare a draft all-encompassing procurement l aw  and 
IRRPP * 

Review drafts and debate with c i v i l  society 

Enact revised law and introduce new IRRPP 

Design and implement init ial crash training program o n  
good procurement practice and install sustainable 
procurement training in local institution 
Carry out study and progressively increase thresholds o f  l ine 
agencies to be solely responsible for  procurement as their 
procurement sk i l l s  improve. 
Study most appropriate structure, role and location o f  single 
procurement monitoring office. 

Progressively assign a l l  procurement monitoring to single 
office 

Proposed Action Plan: Timing o f  Implementation 

M a y  2004 July 2004 

September 2004 December 2004 

October 2004 January 2005 

January 2005 August 2006 

October 2006 December 2006 

November 2004 August 2005 

September 2004 July 2006 

October 2004 January 2005 

January 2005 July 2006 

( ) Indicates action completed 
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COUNTRY PROCUREMENT ASSESSMENT REPORT 
MAIN REPORT 

A. INTRODUCTION 

A.l Previous Country Procurement Assessment Report 

1. A draft Country Procurement Assessment Report (CPAR) for Cambodia was developed by the 
International Bank for Reconstruction and Development (WB) in March 1997. The draft was discussed 
with the Royal  Government o f  Cambodia (RGC) but never finalized. At that time, the WB was 
amending i t s  guidelines on the scope o f  CPARs to provide a more in-depth and broader review o f  
procurement and it required the CPAR to include: (a) the full participation o f  governments and other 
principal stakeholders; and (b) review o f  procurement in the private sector. As the draft CPAR did not 
meet the new criteria, i t was never completed. 

2. This f i rst  comprehensive CPAR has been produced in l ine with the current WB guidelines and 
has involved substantial involvement o f  public and private agencies, including non-govemmental 
organizations (NGOs), and cooperation with, and input from, the Asian Development Bank (ADB). I t s  
principal objective i s  to assist the country to reduce poverty in the country through economic growth by 
identifying the actions that need to be taken to improve the efficiency o f  procurement (para. 4). The 
report also provides guidance to WB and counterpart staff when considering procurement aspects of 
new projects being developed for WB assistance and the supervision o f  ongoing projects. 

3. Fact-finding for the CPAR was carried out in stages between October 2002 and March  2003 
during which time senior R G C  officials and procurement staff, project managers o f  state-funded and 
donor-assisted projects, donor agencies and private sector representatives were interviewed and relevant 
documents were researched. The WB CPAR team also visited ongoing projects and talked with local 
authorities and project implementation staff in the provinces o f  Pursat, Prey Veng and Sihanoukville. 

4. A Workshop was conducted in Phnom Penh in early April 2003 to discuss the WB team’s init ial 
conclusions and recommendations both with the staff o f  those agencies who had assisted the team (para. 
13) as wel l  as with representatives f rom the private and public sectors who were involved in 
procurement. After further analysis o f  the Workshop’s output, draft reports were reviewed by the 
CPAR team with concemed Ministry o f  Economy and Finance (MEF) staff in February and March 
2004. R G C  formally accepted this final report on June 9,2004. 

A.2 Objective and Scope of CPAR 

5. The main objective o f  this CPAR i s  to review the efficiency o f  procurement processes in 
Cambodia in al l  sectors and, in close cooperation with. RGC, to develop an action plan to address areas 
found to require strengthening in order to improve efficiency and transparency o f  procurement that 
would, in turn, promote higher rates o f  economic growth. A second objective i s  to provide guidance o n  
such matters as thresholds and covenants for WB staff formulating and appraising new projects for  WB 
assistance in conjunction with RGC. 

6 
dated September 30, 2002, together with comments o n  the I C M  f rom ADB and WB staff. I t  included: 

The scope o f  work was based o n  the Init iating Concept Memorandum (ICM) for the CPAR 
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A comprehensive analysis o f  the Cambodian public and private sector procurement 
structure; 

A general assessment o f  the r isks associated with the procurement process; and 

Proposals on creating a dialogue between RGC, ADB and WB o n  h o w  the findings and 
recommendations contained in the CPAR can be implemented, including a time-bound 
action plan. 

7. WB’s procedures require that the findings, recommendations and proposed action plan be 
reviewed by the Government and discussed with WB before the CPAR i s  finalized and published. This 
was done in February and March 2004. Subsequently o n  June 9, 2004, R G C  formally accepted this 
final report and also provided n o  objection to i t s  public disclosure. I t  i s  intended that the findings o f  the 
CPAR will be incorporated into the finalization o f  a public financial management reform program that 
i s  based o n  an Integrated Fiduciary Assessment and Public Expenditure Review (IFAPER), that was 
developed with the RGC in 2003. This, in tum, will be taken into account in updating W B ’ s  rol l ing 
Country Assistance Strategy (CAS) during calendar year 2004. 

A.3 Date and Basis for Report 

8. A br ie f  reconnaissance mission, in late August 2002, identified RGC support for  the preparation 
o f  the CPAR. After WB clearance was given to proceed, based on the ICM o f  September 2002, a review 
o f  relevant documents was commenced (a l i s t  o f  principal documents reviewed i s  given in Annex A) 
and a questionnaire, based o n  the WB guidelines for the preparation o f  CPARs, was distributed to  al l  
Project Implementation Units (PIU) o f  WB-financed projects. Subsequently, discussions were held with 
senior RGC officials and staff involved in procurement activities, project managers o f  WB-assisted 
projects, other donor agencies and their project staff, and several consultants, contractors and private 
sector representatives. A review o f  Cambodia’s legal provisions covering procurement was carried out 
in late 2002 and early 2003 by a Cambodian lawyer (para. 17) 

9. Af ter  an analysis o f  the data obtained, a second brief questionnaire was issued to WB Task 
Team Leaders (TTLs) to seek their views and experience with regard to key issues. The WB team (para. 
17) then conducted a Workshop in Phnom Penh on April 1 and 2, 2003 to discuss i t s  init ial conclusions 
and recommendations and to identify a strategy to address the issues. Chaired by the Minister of  
Economy and Finance, the Workshop was attended by several high-level RGC representatives and 
officials from several ministries and agencies involved in procurement, WB-funded project managers 
and/or procurement officers, staff o f  the ADB Resident Mission, United Nations Development 
Programme (UNDP) staff, several staff f rom ADB-funded projects and private sector representatives. 
The complete proceedings of, and outputs from, the Workshop are presented in Annex B.’ 

10. This CPAR i s  the result o f  a jo in t  effort with ADB throughout the fact-finding and analysis 
activities. Comments f rom the internal WB review, together with those f rom ADB, have been 
incorporated into the CPAR, which was presented to RGC and discussed o n  February 2 and March 23, 
2004 . This final report takes into account the comments o f  RGC. 

1 1. The date o f  this final report i s  June 9,2004 

The structure and format o f  the April 2003 C P A R  Workshop benefited considerably f r o m  the experience gained 
by the C P A R  team f r o m  two  recent C P A R  Workshops for Lao P D R  and Mongolia. The feedback f r o m  the 
Workshop participants i s  a major factor in the Findings and Recommendations o f  this CPAR (paras 104 to 106). 
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A.4 Acknowledgements 

12. The CPAR team gratefully acknowledges the support and cooperation received during i t s  fact- 
finding and the preparation o f  this report f rom senior officials and staff in several RGC entities, other 
donor agencies and the private sector. A l i s t  o f  key persons met by the CPAR team, and who provided 
valuable information and comments, i s  presented in Annex C. 

A.4.1 Government Participating Organizations 

13. The CPAR team received strong support f rom MEF, including Their Excellencies, Minister 
Keat Chhon and Deputy Secretary-Generals Vongsey Vissoth and Chou Vichith. During i t s  fact-finding 
activities, the WB team was informed that the Department o f  Public Procurement (DPP) o f  MEF was 
the counterpart agency for the preparation and review o f  the CPAR, and particular acknowledgement i s  
made o f  the guidance and contributions provided by Mr. Chhay Vuth, Director o f  DPP and his staff, Mr. 
Chan Sothy, Director o f  DIC as wel l  as Mr. Thao Sokmuny, Chief  o f  the WB Divis ion and his staff. The 
assistance provided by many other officials o f  MEF and other l ine ministries and agencies involved in 
public procurement i s  also gratefully acknowledged. 

A.4.2 Other Co-Sponsors/Contributors 

14. ADB provided comprehensive details o f  i t s  assistance to  the Government in developing the 
public procurement framework (para. 25) and participated actively in the Workshop (para. 9)  and 
discussions with the CPAR team in developing the recommendations in this report. Particular 
acknowledgement i s  made o f  the contribution f rom Mr. Anthony Jude, ADB Deputy Country Director 
for Cambodia. ADB has provided comments o n  this draft CPAR and those comments have been 
incorporated into the drafts submitted to RGC. UNDP, building o n  the experience o f  procurement 
under the Commune-Sangkat Scheme (paras 70-72) has also provided valuable procurement insights. 

15. The Intemational Finance Corporation (IFC), through i t s  staff in Cambodia, provided data on 
IFC-financed private sector projects and general advice o n  procurement by the private sector in the 
country. The Japan International Cooperation Agency (JICA), a major donor in Cambodia, provided the 
WB team with details o f  i t s  ongoing and proposed assistance program. 

A.4.3 World Bank Team 

16. 
Director for Cambodia, and Mr. Denis Robitaille, WB Regional Procurement Advisor. 

This report was produced under the overall guidance and advice o f  Mr. Ian Porter, WB Country 

17. The CPAR team was led  by Mr. David Howarth (Coordinator o f  Portfolio Management Cluster, 
EACSM), supported by Mr. John Richardson (Contracts Specialist - Consultant), Mr. Michel  Dorval  
(Private Sector Specialist - Consultant), Dr. Tip Jahnvibol (Lawyer - Consultant) and Mr. Phil Ieng 
Sovannora (Workshop Coordinator - Consultant). Strong support was provided throughout by the WB 
office in Phnom Penh, in i t ia l ly  l ed  by Mr. Bonaventure Mbida-Essama and, subsequently, Ms. Nisha 
Agrawal (Resident Representatives), Mr. Steven Schonberger (Senior Operations Officer) and Mr. 
Sokhunthea Sok (Procurement Assistant). 

18. The CPAR team wishes to thank the project managers o f  al l  WB-assisted activities in the 
country, WB Task Team Leaders (TTL) and numerous other WB staff who provided valuable input, 
advice and support. 
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19. The ADB and WE3 teams that prepared the IAFPER, coordinated by the WE3’s Mr. Rob 
Taliercio, exchanged information during 1993 throughout preparation o f  the two reports including the 
preliminary findings o f  the CPAR. 

B. BACKGROUND 

B.l Relevant Country Information 

20. Cambodia occupies a land area o f  181,035 km2 and (according to mid-2002 estimates) has a 
population o f  approximately 12.8 mi l l ion growing at 2.24 percent per annum. Infant mortality i s  
relatively high at 6.4 percent o f  l ive births and about one third o f  the population l ive below the poverty 
line. Over 80 percent o f  the population l ive in rural areas and depend mainly on agriculture and 
agribusiness (dominated by timber and rubber) for their livelihood. However, agricultural activity in the 
central and southern parts o f  the country i s  affected by severe and prolonged flooding as the main rivers 
(principally the Mekong and i t s  tributaries) and the large Tonle Sap Lake overflow their banks during 
the six-month monsoon s e a s ~ n . ~  Small-scale manufacturing, dominated by garment production, and 
tourism have grown quickly in the last few years and n o w  account for about 35 percent o f  GDP. 

21. Cambodia was granted full independence from France in late 1953, after which it enjoyed 15 
years o f  relative peace and stability. In 1968, the country became embroiled in c iv i l  war that went 
through several phases, including control by the Khmer Rouge and a period o f  occupation by Vietnam, 
until signing o f  the Paris Peace Accords in 1991. The United Nations Transitional Authority in 
Cambodia, established to implement the Accords, supervised national elections in 1993. With the 
adoption o f  the 1993 Constitution establishing a multi-party democracy and guaranteeing human rights 
and the rule o f  law, Cambodia began the process o f  rebuilding i t s  economy and c i v i l  institutions. In the 
f i rst  few years, in particular, progress was slow as disruptive factions were s t i l l  operating and the 
decades o f  turmoil had deprived the country o f  large numbers o f  educated and experienced people. The 
current status o f  economic, legal and institutional development reflects the difficulties o f  this almost 30- 
year period in the country’s history. 

22. In i t s  interface with the private sector, the CPAR team was told that the extent o f  corruption was 
a disincentive to investment in the country, and the official and “unofficial” costs o f  doing business in 
Cambodia have risen to the point o f  making it uncompetitive with several o f  i t s  neighbors. The private 
sector complains regularly, through official forums with RGC, that these costs have, in total, become 
unsustainable. Foreign direct investment (FDI), which peaked at US$ 590 mi l l ion in 1996, pr ior  to the 
Asian economic crisis, has dropped significantly. As a share o f  f ixed capital formation, FDI has dropped 
f rom over 50 percent - among the highest in the region - to under 40 percent and n o w  represents only 4 
percent o f  GDP. Obviously, a number o f  factors have been involved, such as the slowdown in demand 
in key export markets resulting f rom 1997 financial crisis and the recent polit ical uncertainly. But, aside 
f rom i t s  negative impact on such aspects as the efficiency o f  the public sector, corruption appears to be a 
major constraint to FDI in Cambodia. 

23. A representative f rom the private sector at the CPAR Workshop (para. 9) stated without 
objection f rom any o f  the participants, that her company did not  bid on government contracts because 
the process was not  transparent. Also, with a significant portion o f  local currency contractual payments 
made in cash, the CPAR team was told by several sources that i t was a common “understanding” that 
any payment would involve a certain “payback” - undoubtedly certain sections o f  the public and private 
sectors have learnt h o w  to “cohabit”. There i s  l i tt le documentary evidence o n  the scale and costs o f  

Major donors, including ADB and WB, are funding ongoing projects to alleviate some o f  the more serious 
socio-economic impacts o f  flooding. 
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corruption in Cambodia but the basic underlying theme o f  the recommendations in this CPAR (para. 
106) and Act ion Plan (para. 107) i s  the need to address corruption, which distorts efficient procurement. 

24. As discussed below, the Government has made some progress recently in reducing corruption. 
Cambodia’s H. E. Sum Manit, Secretary o f  State, Office o f  the Council o f  Ministers (COM), noted 
during h is  address to the meeting o f  the Third Steering Group o f  the Anti-Corruption Act ion Plan for 
Asia and the Pacific (Jakarta, March 4-6, 2003) that the Govemment would apply “a holistic set o f  
measures that would address the root causes o f  corruption”. H. E. Sum Manit, who i s  also the Director 
o f  the Ant i -Compt ion Unit o f  the COM, explained that the Govemment was “actively building such 
capability while i t i s  putting the finishing touch to  what will become an enforceable legal framework”. 
However, progress in strengthening the business regulatory framework, improving enforcement 
and tackling corruption needs to be speeded up. Areas where there has been an improvement are 
listed below: 

(a) Since January 2004 al l  government ministries have been required to adopt “open” 
tendering, compared to direct contracting (par 27); 

(b) Government involvement in contracts for rural communities i s  limited, with contracts being 
awarded in transparent, open procedures; 

(c) Cambodia plans accession to the Wor ld  Trade Organization (WTO), n o w  targeted for 
September, 2004, and i s  renewing i t s  efforts to address issues related to the awarding o f  
concession contracts (para 58); 

(d) To strengthen the efficiency o f  implementation o f  IFI-financed projects, MEF i s  currently 
preparing, with assistance f rom the ADB and the WB, a manual o f  Standard Operating 
Procedures which will include manuals for procurement management and FM; and 

(e) WB i s  currently preparing a project for legal and judicial reform that will assist RGC to 
address issues related to contractual disputes. 

B.2 Public Procurement 

25. Prior to 1995, public procurement in Cambodia was conducted by each line ministry and agency 
in a largely uncoordinated manner with wide variations in procedures. In 1994, ADB approved a 
Technical Assistance (TA) grant to assist R G C  in preparing public procurement legislation and 
guidelines to streamline procedures. The principal outcomes o f  this TA (in English) in mid-1995 were: 

(a) A draft public procurement l a w  that, after translation, was promulgated by the C O M  on July 
3 1, 1995 as the Sub-Decree Governing Public Procurement (the 1995 Sub-Decree). 

The 1995 Sub-Decree i s  br ie f  (seven pages) and contains sections on: 

i. General provisions - stating applicability to a l l  public procurement in Cambodia 
undertaken by a l l  public agencies, national or local, and that detailed implementation 
wil l be in accordance with supporting JRRPP. 

ii. Procurement methods and procedures - briefly describing acceptable competitive 
bidding procedures and other methods o f  procurement for works and goods. 

iii. Procurement o f  consultant services - outlining the use o f  consultants and acceptable 
procedures to be applied in their recruitment. 
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iv. Department o f  Public Procurement - endorsing i t s  establishment and outlining i t s  structure 
and responsibilities (para 62) and identifylng the powers o f  MEF to redefine and reorganize 
them. 

v. Implementation responsibilities - outlining general and procedural agency 
responsibilities. 

vi. Procurement procedures for foreign-funded projects - stating that the procedures o f  
bilateral and multilateral donors will take precedence over the IRRPP in case o f  
conflict. 

vii. Penal provisions - providing for individual persons or entities abusing procurement 
procedures or offering inducements to be subject to administrative sanctions as well as legal 
action. 

(b) Draft  rules, regulations and guidelines to support the proposed law, also translated into 
Khmer and issued as IRRPP byprakas (directives) o f  the Minister o f  Economy and Finance 
o n  August 31, 1995. 

Important provisions o f  the IRRPP include: 

0 The authority o f  COM, through MEF, for making final decisions o n  al l  procurement 
contracts worth more than KHR 1,300,000,000 (then equivalent to about US$ 500,000, 
n o w  about U S $  326,000) and contracts o f  a lower value that may be politically, 
morally, socially or environmentally sensitive (para. 50 and 5 1). 

Categorization and registration o f  c i v i l  works contractors - stating the types o f  public 
works contracts where contractorshppliers would need to be categorized and 
registered in advance (para. 50 and 51). 

0 

The IRRPP has several annexed guidelines comprising: 

i. Guidelines for preparing bidding documents; 

ii. Guidelines for the evaluation o f  bids (supply contracts); 

iii. Procedural guidelines for pre-qualification o f  contractors; 

iv. Guidelines o n  h o w  to prepare terms o f  reference, cost estimates and time schedules for 
consultancy services; 

v. Guidelines for  the selection o f  consultants; 

vi. Contracts for the supply o f  goods; 

vii. Contracts for c iv i l  works; 

viii.A bidding report form; and 

ix. A procurement report form. 

26. Other draft documents also produced under the ADB TA included sample bidding documents 
for the procurement o f  goods, and guidelines for the categorization and registration o f  contractors. The 
IRRPP were amended in October 1996 and 1998 (the amended 1998 IRRPP), principally to amend the 
agencies responsible for procurement (para. 63) and to update thresholds for various procurement and 
review procedures. 
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27. RGC had budgetary deficits in the mid- and late 1990s and, initially, did not  implement the 
provisions o f  the 1995 Sub-Decree with regard to competitive bidding. Instead, bids were sought f rom 
contractors and suppliers who offered a variety o f  self-financing arrangements. Competitive bidding 
was introduced in January 2002 for projects handled by four ministries (Agriculture, Education, Health 
and Rural D e ~ e l o p m e n t ) ~  and, under a COM Sub-Decree issued in September 2002, competitive 
bidding was extended to projects o f  a l l  ministries. From January 2004 al l  ministries, with only the Royal 
Palace excluded, comply. 

IDA Credits 
1. Agricultural productivity 
immovement 

28. In 1998, as a further initiative to address the budgetary deficits, R G C  embarked o n  a policy o f  
increased private sector participation (PSP) in the delivery o f  public services and infrastructure projects, 
uti l izing private sector finance to boost state funds in return for granting concession contracts. PSP takes 
several forms, ranging from complete privatization o f  State assets, private sector build-operate-transfer 
(BOT) projects in sectors such as power and water, contracting out o f  health services, jo in t  ventures in 
telecommunications, concessions to private operators to manage existing State assets in sectors such as 
transportation and the conversion o f  state enterprises into private concessions. T o  support this policy, a 
BOT Sub-Decree was issued in February 1998 (the 1998 BOT Sub-Decree), which i s  reviewed in para. 
54 to 59. 

NO1 10-KH 27.0 0212811997 06/30/2002 1213 112005 

B.3 The World Bank Portfolio 

29. WB’s active portfolio in Cambodia (Table 1) in March 2004 comprised 18 IDA Credits with 
commitments o f  about US$ 387 mill ion. In addition, US$ 17.4 mi l l ion o f  Trust Funds i s  committed to 
18 ongoing activities, 7 o f  which are each more than US$500,000. 

Table 1. Active World Bank Portfolio in Cambodia 

Project 

3. Social fund 

The four ministr ies reported savings o f  10-15 percent on contract prices after introducing competitive bidding. 
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1 1 .Demobilization and 
reintegration 

12.Land management and 
administration 
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Ref No. 

3 5640-KH 

36050-KH 

Credit US$ 
million 

Approved 

1 
Original 

1213 112004 

1213 112007 

0613 0/2006 

08/23/2001 

02/26/2002 

Extended 

13. Economic and public 
sector capacity building 

5.5 I 06/25/2002 36780-KH 

14. Health sector support 37280-KH 27.0 12/19/2002 
15. Provincial and peri-urban 37460-KH 19.9 04/22/2003 

GEF2"/ - Biodiversity and 
protected areas 

water and sanitation project 
16. Rural investment and 37470-KH 22.0 04/22/2003 

TF023524 

local governance 
17. Provincial and rural 38220-KH 20.0 0911 1/2003 

MISC2b' - Structural 
adjustment co-financing 

MISC2 '' - Poverty 
reduction support program 

transmission (Not yet 

Trust Funds >US$ 500,000 Effective 

TF027863 5.41 0411 61200 1 

TF050799 0.65 01/09/2003 

JSDF" - Capacity building 
and basic, service (water) 

2.97 1 02/23/2000 

TF050943 

JSDF '' - Public education 
for disadvantaged children 

m 2  b/ - Health support I TF05 1053 

TF052059 

2.53 I 06/30/2003 

0.77 I 02/14/2003 

1.83 1 07/03/2003 

PHRDdi - Provincial and 1 TF026422 1 0.73 1 07/06/2001 
rural infrastructure 

Closing Date I 

12/31/2003 I 12/31/2005 1 
12/31/2001 1 12/31/2003 1 
1213 1/2005* I 
12/31/2007 I 
09/30/2006 

12/31/2005 I 
09/11/2003 I 

Projected Approval Date Proposed Credits in the 
Pipeline 

1 Higher education I PO70666 I 25.65 1 FY06 - 12/20/05 I 
1 Basic education I PO70668 I 15.00 I FY05 - 02/01/05 

I Poverty reduction support I lW/ 1103 I 40.00 I FY0.5 - 11/18/2004 I 
I I I I 
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30. With an average estimated implementation period o f  4.1 years, the WB’s Cambodia portfolio 
should disburse at a rate o f  24.4 percent per annum. Cambodia’s actual disbursement for the last f ive 
WB financial years was 23 percent (FY1999), 15.5 percent (FY2000), 24.9 percent (FY2001), 24.3 
percent (FY2002) and 28.5 percent (FY2003). Disbursements for FY2004 i.e. up to June 30, 2004, are 
projected to  be 24.1 percent. 

3 1. The August 2000 Country Portfolio Performance Review (CPPR) concluded that the l o w  FY 
2000 disbursement was due to slow project start-ups and implementation delays. One o f  the major 
conclusions o f  the CPPR was that “procurement i s  s t i l l  a major impediment to efficient project 
implementation and disbursements.” Whi le present disbursements appear to indicate that procurement 
performance i s  satisfactory, the performance o f  two on-going projects i s  rated “at r i sk ”  (out o f  a 
portfolio o f  18 projects) and both o f  these projects have procurement issues. In this respect, the Joint 
Portfolio Review o f  projects funded by ADB and WB, carried out with RGC in December 2002, 
emphasized that despite some improvement in disbursement and timeliness o f  procurement actions a 
number o f  impediments remained including: 

(a) A lack o f  project readiness; 

(b) The need for further procurement and disbursement training o f  project and MEF staff; 

(c) The need for standard procurement and reporting procedures among donors (this issue i s  
presently being addressed through the preparation o f  a manual o f  Standard Operating 
Procedures which will include a manual for project procurement management. 

(d) Issues concerning the allocation o f  counterpart funds by Treasury and delays in their 
availability; 

(e) The need to harmonize local competitive bidding documents (ADB i s  currently providing 
funds for this issue to be resolved); and 

(0 Delays in l ine ministr ies and MEF in approving complex procurement and the need for 
greater delegation o f  authority where a l ine agency has procurement expertise. 

32. The WB CPPR mission, which reviewed the WB’s Cambodia portfolio in January 2004, 
recommended that the MEF and the WB should carry out a jo in t  review o f  the June 30 draft o f  the 
CPAR - this was done o n  February 2 and March 23, 2004. Specifically the CPPR noted that the 
implementation r i s k  rating o f  the portfolio i s  increasing and the lack o f  a sovereign l aw  o n  procurement, 
outdated implementation ru les  and regulations and allegations o f  the misuse/allocation o f  project funds 
were contributing to this increase. The CPPR recommended that the RGC, c iv i l  society and the donor 
community work together to increase transparency and accountability. 

33. In one project, in giving an unsatisfactory rating for procurement, the concerned WB TTL has 
commented o n  the threshold levels for the various levels o f  government approval being too low.  
Threshold levels were established in 1998. The level that triggers DPP’s involvement has recently been 
doubled (para. 62) but, even with the increase, it does appear that the threshold levels are too l o w  and 
should be reviewed, based o n  experience to date, in order to determine whether improvements in 
efficiency can be obtained by changing the specified levels o n  an agency by agency basis (para. 42). 
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C. DISCUSSION AND ANALYSIS OF FINDINGS 

C.l Public Sector 

C.l.1 Legal and Regulatory Framework 

34. Cambodia's current legal framework has several tiers. Basic l aw  i s  debated and authorized by 
the National Assembly and comes into effect under the King's signature; the Cabinet o f  the King may 
also issue Royal  Decrees; the COM may issue sub-decrees on a ministerial recommendation to expand 
o n  provisions in basic law; and, ministers may issue prakas (decisions) to elaborate o n  the provisions o f  
sub-decrees with rules, regulations, guidelines and other instructions. There i s  currently n o  basic l a w  o n  
public procurement in Cambodia. RGC has advised that the starting point for current procurement 
regulations (para. 36) i s  Article 50 o f  the 1994 State Budget Law, which states that: 

"Expenditures f rom the general budget and special treasury account are ruled by public 
procurement procedures, which are defined and organized by decree issued by the 
Council o f  Ministers, based o n  proposals by the Minister o f  Economy and Finance." 

35. Compared to countries that are recognized as having a sound basis for procurement activities, 
there are other gaps and weaknesses in the present legal framework pertaining to procurement in key 
areas such as company law, bankruptcy law, well-defined contract l a w  and commercial arbitration law. 
Some progress has been made in improving the situation as, in 2001, Cambodia enacted a l aw  
implementing the N e w  York  Convention o n  the Recognition and Enforcement o f  Foreign Arbitration 
Awards (which Cambodia had originally signed in 1960), and there are plans to create a commercial 
tribunal and an arbitration and mediation body. A review o f  contractual disputes shows that, 
traditionally, Cambodia has favored dispute resolution through a mediator over adversarial conflict and 
adjudication. Compromise solutions are the norm, even in cases where the laws clearly favor one party 
in a dispute, but such solutions are generally perceived by the private sector as being unfair with too 
much impl ic i t  power in the hands o f  the Government (para. 48). Regardless o f  the legal basis, the abil ity 
o f  Cambodian courts to enforce arbitration awards, even domestic, remains limited. 

36. The products o f  the 1994-95 TA financed by ADB provided a sound framework for public 
procurement practice in Cambodia, i.e., a draft l a w  with supporting rules and regulations. However, 
R G C  introduced a sub-decree rather than a sovereign l aw  (para 25[a]), supplemented by IRRPP. Since 
then, a plethora o f  further sub-decrees has been issued o n  various aspects o f  public procurement (see 
examples listed in Annex A) and RGC often introduces sub-decrees specifying different procedures for 
particular procurement activities. Suppliers and contractors, both national and foreign, as well as RGC 
procuring entities, often admit to being confused about the rules applying to a particular bid. 

37. Efficient and transparent public procurement i s  a vital component o f  economic growth in any 
country and i s  a matter deserving o f  clear and unambiguous principles to  be fol lowed in al l  cases to 
minimize opportunities for corruption. Global experience shows that enactment o f  the basic principles 
o f  procurement in a law, with details included in implementing rules and regulations, provides the most 
efficient and transparent basis for ensuring that common standards and procedures are adopted. Such a 
law, and associated IRRPP, would also increase the confidence o f  investors, both domestic and 
international, that their interests were being safeguarded at the highest level rather than being the subject 
o f  sub-decrees and decisions that may be issued regularly by the executive but are not  always readily 
available to the publics5 Once promulgated, there would be n o  need to amend the l a w  as the detailed 

Notif icat ion o f  new sub-decrees and prakas should b e  contained in the weekly Official Gazette. A scan o f  the 
unoff icial IMF translation o f  the contents over a four-month period covered by August t o  December 2002, 
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rules, regulations and procedures could then be spelled out in supplemental IRRPP and updated f rom 
time to time to  reflect experience and changing conditions in the country. 

38. A principal recommendation o f  this report (para. 106) i s  that the 1995 Sub-Decree on public 
procurement i s  upgraded to the status o f  sovereign law. The CPAR team realises that this i s  unlikely to 
be achieved quickly and, in any case, vigorous debate among RGC, the business community and c iv i l  
society i s  important to ensure that a l aw  appropriate to Cambodia’s developmental status i s  adopted and 
that ownership i s  assumed by a l l  parties. In the interim period until a sovereign l aw  i s  enacted - 
probably two to  three years -the 1995 Sub-Decree and 1998 IRRPP can continue to be used as the basis 
for public procurement but both require improvement in the light o f  experience to  bring them further 
into l ine with best intemational practice. Recommended improvements are described in paragraphs 42- 
53 and listed in more detail in Annex D. 

39. In addition to the need for the establishment o f  a well-designed and enforced regulatory 
framework for  the business and commercial sectors, i t i s  important that RGC improves the 
dissemination, to the community, o f  information related to procurement. All new laws, sub-decrees and 
prakas should be notif ied in the weekly OfJicial Gazette but this i s  not  happening at present (para. 37 
and footnote 6). Moreover, it i s  diff icult for the public and business community to obtain copies o f  the 
OfJicial Gazette and information concerning the laws and regulations notif ied therein. Involvement o f  a 
non-government organization (NGO) to help the process o f  disseminating procurement information to 
the community should be considered, provided that i t ’s  role was one o f  disclosure rather than direct 
involvement in the bidding and contract award process. 

40. A detailed comparison o f  the provisions o f  the 1995 Sub-Decree and 1998 IRRPP with good 
practice i s  presented in Annex D and the key aspects are summarized below. In the case o f  national 
competitive bidding (NCB) on WB-assisted projects, differences between the 1995 Sub-Decree and the 
IRRPP and W B ’ s  procedures should be clarified in the Procurement Schedule o f  W B ’ s  development credit 
agreements (DCA). Details o f  provisions that should be included in a DCA are provided in Annex E. 

Thresholds 

41. Specified contract value thresholds for various methods o f  procurement are: 

0 International Competitive Bidding (ICB): above KHR 300,000,000 (US$75,300); 

0 Domestic Competitive Bidding (DCB): 

0 International Shopping (IS): not  exceeding KHR 300,000,000 (US$75,300); 

0 Domestic Canvassing (DC): not exceeding KHR 150,000,000 (US$37,650). 

f rom KHR 150,000,000 (US$ 37,650) to KHR 
300,000,000 (US$ 75,300); 

42. These thresholds were set in mid-1998. Whi le  exchange rate movements have not had a 
significant impact on the levels (US$ 1 was worth KHR 3,420 in 1998, and i s  n o w  worth KHR 3,835), 
there i s  a case for review, based o n  the experience gained over the past f ive years, to determine whether 
the levels are consistent with efficiency. 

reveals no  fewer than eight sub-decrees and prakas related to  specific procurement issues and opportunities. 
However, notification of arguably the most important sub-decree in that period, extending competitive bidding 
to projects o f  the majori ty o f  ministries (para. 24), was not  found. 
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Advertising of  Bidding Opportunities 

43. The provisions in the 1995 Sub-Decree and 1998 IRRPP are adequate but the currently poor 
information infrastructure in Cambodia limits their effectiveness. Mandatory inclusion o f  bidding 
opportunities in the Oflcial Gazette, together with outlets for the public to obtain the Oflcial Gazette 
promptly, would improve matters. Establishment o f  an Internet site to advertise forthcoming 
opportunities would also help. 

Bid Opening 

44. The 1998 IRFU’P state that bids will be opened at the time and place stipulated in the bidding 
documents and not more than one hour after the closing time for receipt o f  bids.’To minimize the risk o f  abuse, 
opening should be immediately after bid closing time and at the location where bids have been submitted. 

Direct Contracting 

45. Direct purchase or direct contracting (DCO) i s  ‘permitted when any o f  the fo l lowing 
circumstances occur: (a) equipment i s  available f rom only one supplier; (b) goods, works or services are 
required urgently; (c) competitive bidding has failed twice due to lack o f  bidders; and (d) the contract 
value does not exceed KHR 150,000,000 (US$ 37,650). These are reasonable provisions that are aimed 
at providing flexibil i ty to meet a variety o f  circpmstances but which require judgement in their 
application. Although there are n o  firm procurement statistics available, there i s  anecdotal evidence that 
they are being applied more widely than intended. In particular, the second circumstance o f  unforeseen 
and extreme urgency should be qualified, in accordance with good practice, in that any delay in 
procurement scheduling that i s  contributed to by the procuring entity itself i s  not a permitted reason to 
resort to direct contracting. 

State-Owned Enterprises 

46. The BOThoncession policy (para. 54 to 59) has resulted in the privatization o f  large numbers o f  
state-owned enterprises (SOEs). For example, the Ministry o f  Industry, M ines  and Energy has awarded 
private sector concessions to manage and operate more than 70 small and medium-sized SOEs in the 
past 5-6 years. The remaining SOEs in Cambodia are those with mandates to provide specific public 
services such as utilities, ports services and railways. So far as can be ascertained, n o  SOEs bid for 
public works, goods or service contracts. 

47. Competition f rom foreign SOEs on donor-funded projects is, however, common and it i s  often 
diff icult to determine the degree o f  autonomy o f  contractors f rom the region who have in the past 
enjoyed a degree o f  subsidy from their state, which i s  not  available to Cambodian contractors. Donor 
procurement guidelines do not require the same degree o f  autonomy for external contractorshppliers as 
for local SOEs. Hence, where it i s  clear that subsidies are being applied to the bids o f  foreign 
contractors, the Government may wish to review the size o f  bid packages to determine the most 
appropriate size to create a “level playing field” in order to encourage the development o f  Cambodian 
national contractors and suppliers. 

Complaints and Remedies 

48. Neither the 1995 Sub-Decree nor the 1998 IRRPP define h o w  complaints concerning breaches 
o f  procedural non-compliance by procuring entities actions should be investigated and remedied when 
upheld, even though this i s  an important component o f  fair and transparent procurement procedures. 
Although n o  statistics are kept, PIUs report that some complaints are received and dealt with o n  an ad 
hoc basis by the procuring entity and MEF. The perception o f  the private sector i s  that complaints are 
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rarely resolved fairly, except on donor-funded projects when the donor refuses to  provide a no-objection 
to the procuring entity’s actions. As the procurement regulatory framework i s  improved, as 
recommended later in this report, it i s  vital that well-defined procedures for receipt, investigation and 
remedying o f  complaints are incorporated. 

Record Keeping 

49. There i s  n o  mention o f  the need for procuring entities to maintain good records o f  queries raised 
by bidders and responses given, and analysis o f  pre- and post-qualification o f  bids received. Good 
practice requires that detailed records are kept for at least the duration o f  project implementation to 
demonstrate the transparency o f  actions taken, and for use as evidence in disputes and complaints if 
required. 

Registration System 

50. The 1995 Sub-Decree requires that any contractor, foreign or domestic, must be categorized, 
registered and classified with respect to capability, uti l izing guidelines developed by DPP in association 
with the Ministry o f  Public Works and a representative o f  the local construction industry appointed by 
MEF. Company registers seldom, if ever, work we l l  as pre-qualification tools for  procurement as it i s  
extremely diff icult to maintain accurate and up-to-date registers, especially in countries that have 
l imi ted staff capable o f  carrying out a rigorous review o f  a f i rm ’s  general, financial and technical status, 
which can and often does change very quickly. Multi lateral funding agencies do not  accept registration 
as a prerequisite for participating in ICB. Best practice provides for pre-qualification o f  works 
contractors on a contract-by-contract basis where necessary for very large or complex contracts. 
Otherwise post-qualification should be used to ascertain a winning bidder’s eligibility and suitability to 
undertake a particular contract. Recent discussions on registration systems o f  a working group among 
multi-lateral development banks, and the common approach recommended, are summarized in Annex 
F. While there may be sound reasons for a country to maintain registers, it i s  recommended that the 
registration system should be de-linked (with an exception to be phased out in rural  areas - para. 51) 
f rom a l l  aspects o f  pre-selecting f i r m s  for  bidding. 

5 1. Provincially-based contractors have started to  develop in Cambodia only in the past few years. 
Under the Commune-Sangkat Scheme and the Social Fund o f  the Kingdom o f  Cambodia (paras. 70 to 
77), the average number o f  bidders for small c i v i l  works (less than US$ 10,000) three years ago was 
about four. In recent bidding, as many as 11 contractors have participated, with an average o f  seven 
bidders. The simple but effective procurement arrangements in place in these projects require a potential 
bidder to register with the provincial office. As contractors have gained experience they are now 
registering in adjacent provinces. Simple in practice, it appears that the registration system works wel l  
since it clearly helps to ensure that qualified contractors are involved in construction works for 
inexperienced rural communities. But the system needs to be kept under review. 

Other Aspects of 1995 Sub-Decree and 1998 IRRPP 

52. Other aspects o f  the 1995 Sub-Decree and 1998 IRRPP that need to be strengthened to ensure 
that they are in accord with good practice (see comparison with best intemational and WB practice in 
Annex D) are: 

0 Two-stage bidding process. Clauses should be introduced permitting two-stage bidding for 
complex contracts where bidders themselves are expected to contribute to  project design. 

Evaluation and award. The status, and particularly the financial status, o f  successful bidders 
should be re-established 5efore contract award but this i s  not  covered in the 1998 IRRPP. 
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Signing contracts. The authority for signing contracts should be clearly defined. 

Price adjustments. No mention i s  made o f  whether price adjustments are permitted during 
contract implementation. Although details may be covered in bidding documents, the 
IRRPP should define the principles. Price adjustment i s  normally recommended in contracts 
o f  more than 18 months duration. 

Bid validity periods. There i s  n o  statement o f  principle on whether, and under what 
circumstances, bid validity periods may be extended. Extension should be permitted only 
under exceptional circumstances. 

Pre-bid conference. The IRRPP makes n o  reference to the general principle that pre-bid 
conferences should be held for large and/or complicated projects. Some procuring entities 
do not appear to realize the benefit o f  holding a pre-bid conference in terms o f  receiving 
better quality bids. 

53. The CPAR team reviewed both the original English versions o f  the 1995 Sub-Decree and 1998 
IRRPP and the promulgated versions in Khmer. Several clauses were found to  differ, some only minor 
in the interpretation o f  wording, but others in matters o f  substance. Whether the differences have arisen 
from inaccuracies in translation or were authorized by R G C  f rom the original ADB drafts in English i s  
not  known, but disagreement on interpretation i s  bound to occur when events arise such as major 
disputes o n  contracts. The starting point for updating procurement regulations should be re-translation 
o f  the present Khmer Sub-Decree and IRRPP back to English. 

C.1.2 Review of  1998 BOT Sub-Decree 

54. The 1998 Sub-Decree provides extremely broad principles for what are referred to as BOT 
contracts. I t  does not  address the different forms o f  privatization and various contract structures that are 
needed for contracts for (among others) BOT, build-own-operate-transfer, concession to operate and 
manage existing state assets without additional construction, and providing monopoly services o n  behalf 
o f  government. Apart f rom stating that BOT contracts will be procured through competitive bidding, 
except when special qualifications are required (para. 56), i t i s  does not adequately cover many o f  the 
complex aspects o f  BOT contracts, such as the procedures to be followed when the contracting party has 
to raise finance. 

55. 
articles: 

Examples o f  the broad nature o f  the 1998 Sub-Decree can be found in the following principal 

- Article 1: A BOT contract i s  one between the Public Legislator (PL) who provides the 
concession o n  behalf o f  RGC, and a private company called the License Holder (LH), who 
takes charge o f  infrastructure construction and management. The LH undertakes 
responsibility for  any loss, and returns al l  infrastructure to the PL without indemnity at the 
end o f  the contract. 

- Article 3: Only infrastructure projects announced by the Council for the Development o f  
Cambodia (CDC) or by another entity that has been granted the rights by RGC, may be 
awarded as BOT contracts. Eligible sectors include: electricity generation; roadshighways; 
ports; communication networks; railways; hospitals; schools; airports; sports stadiums; 
tourist attractions; new cities; hydropower plants; dams; clean water industries; and 
recycling factories. 

- Article 4: The contract must specify the rights o f  the PL in case the LH does not respect the 
contract. The contract will provide the LH with monopoly status for  a maximum duration o f  
30 years. 
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- Article 6: Ministries or the PL can s i g n  a B O T  contract, witnessed by a representative who i s  
o f  Cambodian nationality or by a foreigner. 

- Article 7: The LH can transfer the contract to a third party provided that at least 30 percent o f  
the investment plan has been completed. The current LH continues to be responsible for the 
third party until construction i s  completed and the transfer i s  agreed to by the RGC or PL. 

- Article 8: The RGC or PL has the right to punish the LH or terminate the contract if: the LH 
i s  declared bankrupt; the LH does not  respect clauses in the contract despite warnings; or the 
LH violates Cambodian laws or regulations. 

- Article 9: Selection o f  the LH for the B O T  must be carried out through international or 
national competitive bidding unless either the bidding process does not  achieve any result or 
the project requires an LH with special qualifications. 

- Article 14: All disputes will be resolved based o n  conditions outlined in the contract. 

56. In principle, a l l  concession contracts are required to go through an approval process comprising 
CDC, COM and the responsible sector ministry. In practice, the majority bypass this process and are 
awarded contracts without competitive bidding, using the loophole in Article 9 that provides for direct 
negotiation where “special qualifications” are required. Contracts appear to be chosen, negotiated and 
signed at high levels in RGC with litt le involvement o f  the sector ministry, and their contents are not 
made public. Very l i t t l e  i s  known about contract performance requirements or regulation, monitoring 
and quality control by RGC agencies. Some examples o f  recent and directly awarded BOT/concession 
contracts are presented in Annex G. 

57. Many  o f  the concessions involve public end-user charges and would almost certainly benefit 
f rom a competitive bidding process. Examples are the to l l  fees for Road No. 4, the only paved road from 
the capital, Phnom Penh, to the country’s only deep-sea port  at Sihanoukville, and the fee for 
compulsory scanning o f  a l l  containers at the port. Other concessions, such as those for logging, which, 
i f  not carefully prepared to include non-financial concerns, can result in a serious drain on the country’s 
resources. 

58. A pol icy o f  awarding concessions i s  a powerful and legitimate tool for a government to utilize 
private sector funds to expedite development, but the manner in which the pol icy i s  being implemented 
in Cambodia at present may result in a ne t  burden to the economy. The view o f  WB staff carrying out a 
review o f  the efficiency o f  the private sector, and the CPAR team, i s  that the 1998 BOT Sub-Decree 
needs a major revision and the process o f  selecting projects for privatization, seeking concessionaires, 
and negotiating and awarding concessions needs to be totally transparent. Specific recommendations are 
for: 

0 

The loophole permitting direct award to be eliminated;6 
Risks need to be shared between R G C  and concessionaires o n  an equitable basis to 
minimize contract costs and end-user charges; 
Provisions to be made for an independent regulator to monitor performance o f  each concession 
contract; and 
The use o f  expertise in determining, for  each proposed concession, the most suitable o f  the 
many forms o f  contracts that exist for meeting differing types o f  concessions. 

0 

0 

59. The proposed revisions o f  the 1995 Sub-Decree (para. 38) and the 1998 BOT Sub-Decree (para. 
58) should be both incorporated into one sovereign procurement law. The part o f  the sovereign l aw  

H.E. the Minister o f  Finance acknowledged this need in h i s  opening address to delegates at the CPAR 
Workshop o n  1 April 2003 (para. 9). 

6 
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covering privatization should cover the basic principles while other amended details o f  the 1998 BOT 
Sub-Decree should be incorporated into the revised IRRPP (para 38). 

C.1.3 Organization of  Procurement 

Intention of the 1995 Sub-Decree 

60. 
organization o f  procurement as specified in the IRRPP, as follows: 

The 1995 Sub-Decree describes the responsibilities for  i t s  implementation, as wel l  as the 

(a) Under-Secretaries o f  State in each ministry shall exercise overall responsibility for 
procurement in their respective ministry, with heads o f  departments responsible for  day-to- 
day procurement activities; 

(b) In other state agencies, responsibility shall rest with the second-highest ranking official as 
designated by the head o f  the agency, while in provincial and municipal administrations, the 
governor o f  the province or municipality shall be responsible; 

(c) A Procurement Unit (PU) shall be established in each ministry, agency, and provincial and 
ci ty administration to centralize and carry out the procurement functions specified in the 
IRRPP; 

(d) A Pre-qualification, Evaluation and Awards Committee (PEAC) shall be established in each 
ministry, agency and provincial and ci ty administration, and be responsible for organizing 
and conducting pre-qualification, bidding, evaluation o f  bids and the preparation o f  bid 
evaluation reports with recommendations for awarding o f  contracts. The composition o f  
PEACs i s  specified in the IRRPP to consist o f  a minimum o f  three officials o f  a ministry or 
state agency and, in the case o f  a provincial or municipal authority, a minimum o f  four 
officials. A PEAC may delegate responsibility for opening, examining and evaluating bids 
to a Technical Evaluation Group, based upon whose work it will make a recommendation to 
the head o f  the ministry, agency or authority for contract award. 

61. Award o f  contracts that are considered polit ically sensitive, or have wide social or moral impact 
or are l ikely to endanger the environment, and in al l  cases where the value exceeds KHR 1,300,000,000 
(US$ 500,000 when the Sub-Decree was promulgated but now approximately U S $  326,000) must be 
referred to the Minister o f  Economy and Finance and thence to COM for final decision. 

62. Simultaneously with promulgating the 1995 Sub-Decree, MEF established DPP as the body to 
supervise and monitor al l  public procurement, as provided for under the 1995 Sub-Decree, and staff 
were recruited and trained by ADB for this purpose. I t  was intended that DPP provides an oversight role 
o f  procurement activities o f  a l l  ministries, agencies, and provincial and municipal authorities, advises on 
the interpretation and application o f  the IRRPP and, together with inter-agency committees, approves 
applications for the registration and categorization o f  contractors. Under a recent revision o f  the IRRPP, 
DPP has the power to  review every public procurement contract valued at more than KHR 50,000,000 
(currently about US$ 12,500-up to the recent change the threshold was KHR 20,000,000). Under the 
Sub-Decree, the Minister o f  Economy and Finance has wide powers to organize or reorganize DPP. 

Current Situation 

63. In October 1996, MEF issued a prakas transferring the responsibility for  monitoring 
procurement under projects financed by intemational financing institutions (IFI) f rom DPP to  the 
Department o f  Investment and Cooperation (DIC)) which created three separate u n i t s  t o  handle projects 
financed respectively by ADB, WB and bilateral donors. For some projects the concerned l ine ministry 
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i s  required to s ign  a memorandum o f  understanding (MOU) with MEF specifying the detailed 
arrangements for procurement o f  contracts financed by the IFI. There are some variations in detail 
among projects but the procurement arrangements have generally conformed to  the procedures outlined 
in the four bullets below. However, and most importantly, MEF has agreed to streamline procurement 
procedures in a manual that i s  being prepared, by consultants for  MEF, as part o f  Standard Operating 
Procedures for project preparation and implementation. 

0 All procurement processes for goods, works and services o n  donor-funded projects, above 
specified thresholds, must be carried out by the l ine ministry or agency with the 
participation o f  an MEF representative f rom DIC (MEF staff state that they do not  get 
involved in the technical details o f  contracts). 

Above thresholds that vary among projects but are usually quite l o w  (typically US$ 30,000 
to US$  50,000), DIC must issue a no-objection letter at critical stages o f  the procurement 
process. 

For contracts o f  a greater value than the above thresholds, a DIC representative attends the 
bid opening, participates in bid evaluation and gives prior approval o f  the recommendation 
for contract award. 

For higher value contracts (typically above US$  100,000 and sometimes US$ 200,000), 
MEF issues a no-objection letter after reviewing the bid evaluation report, draft contract and 
terms o f  payment, and i s  also a jo in t  signatory to the contract (for RGC financed contracts) 
with the designated representative o f  the l ine ministry or agency. For IF1 financed contracts, 
the MEF witnesses the contract. 

0 

0 

64. The MOUs also stipulate disbursement procedures. Typically, an MEF representative will 
monitor the activities o f  each l ine  ministry P I U  including progress payments. For contracts valued 
above certain thresholds (typically US$lOO,OOO), the line ministry PIU must issue a stage completion 
certificate, after examination o f  which MEF authorizes disbursement. Further conditions in the 
memoranda o f  understanding give MEF various powers to control petty cash expenditure and the 
operation o f  special accounts and, f rom time to time, to audit a l l  aspects o f  a project in addition to  audits 
required by the donor. In practice, many l ine  ministries and agencies reported to the CPAR team that 
MEF often i s  not  prepared to give a quick no objection to procurement proposals that affect a project’s 
scope or contract value. 

65. Under the above arrangements, DPP’s role has been to review procurement valued at over about 
US$12,500 per contract (para. 62) on state-funded projects, which, according to budget allocation, 
represent less than 15 percent o f  RGC’s development expenditure. MEF through DIC handles a l l  donor- 
funded procurement while privatization contracts are handled almost exclusively at high levels in RGC. 
The DPP staff complement has decreased from over 70 originally to just over 40 at present. With the 
change to open bidding across R G C  the workload o f  DPP has increased significantly with 43 1 contracts 
handled in CY2002, up from 210 in CY2001. 

66. MEF explained to the CPAR team that i t s  in-depth role in procurement and disbursement on 
donor-funded projects was justif ied by inadequate sk i l l s  and experience o f  executing agency staff in 
procurement and project financial management, and the poor control o f  donor funds that occurred 
before these arrangements were put into place. Whi le the CPAR team did find weaknesses in the 
performance o f  executing agencies to carry out procurement in an efficient manner (paras. 78), in 
accordance with global sound practice the objective for the country must be to  improve the procurement 
capability o f  l ine agencies so that each l ine agency can assume full responsibility for procurement and 
the role o f  MEF be that o f  ensuring that procurement i s  carried out in accordance with the decree/law 
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and IRRPP. I t  should be noted that this recommendation does not  imply a weakening o f  MEF’s overall 
fiduciary responsibility for monitoring and auditing budgetary expenditure by l ine agencies. 

67. In mid-1999, RGC introduced a Priority Act ion Program (PAP) aimed at speeding up 
development in the health, education, agriculture and rural development sectors. From the CPAR 
team’s investigations, projects falling under the PAP are treated n o  differently to non-PAP projects in 
terms o f  procurement. They are broadly subject to the 1995 Sub-Decree, the 1998 IRRPP, and the 
specific terms and thresholds contained in a project MOU between MEF and the l ine ministry. MEF 
remains typically involved in virtually al l  approvals, as for non-PAP projects (paras 63-65), and the time 
taken for procurement does not appear to be any shorter. 

68. T o  speed up disbursement o n  PAP projects, RGC introduced deconcentration o f  financial 
controllers, intended to help executing agencies in having disbursement requests approved at provincial 
level and paid quickly. T h i s  i s  at the experimental stage and there i s  n o  evidence yet that the rate o f  
disbursements has improved. I t  appears that MEF s t i l l  requires to vet and approve a l l  requests, as for 
non-PAP projects. 

69. To complicate further the existing and somewhat complex arrangements described above, two 
other major avenues o f  public procurement exist, both o f  which seem to bypass MEF, including DPP. 
These are briefly described below. 

Commune-Sangkat Scheme 

70. In the past few years, RGC has pursued policies o f  decentralization and deconcentration - the 
former being broadly defined as devolving power to secondary and tertiary tiers o f  government in the 
provinces and municipalities, and the latter as being the development o f  the relationship between central 
l ine agencies and the lower levels o f  the administration. The processes and progress to date are well 
documented in the 2003 IAFPER and other WB documents. 

71. Under the L a w  on Administration o f  Communes (Khum-Sangkat) enacted in January 2001, 
communes (village and semi-rural communities, and defined community settlements within urban areas) 
were given powers to elect Commune Councils. The Commune Councils, who are tasked with preparing 
and implementing their own commune development plan, are responsible to the Ministry o f  the Interior 
(MOI) and overseen o n  i ts  behalf by a National Committee for Supporting the Communes (NCSC), 
headed by MOI but with members f rom other ministries. RGC makes budgetary allocations through 
MOI  for implementing commune development plans, the allocations being supplemented by funds 
raised at commune level. A sub-decree, dated April 2, 2002, entitled “The Commune (Khum-Sangkat) 
Financial Management System”, included basic procurement rules that differ in several aspects f rom the 
1995 Sub-Decree and 1998 IRRPP, mainly o n  account o f  the small scale o f  procurement involved, but 
which are basically sound. In late 2002, NCSC drafted guidelines providing instructions for 
implementation o f  procurement ru les  and the CPAR team was able to provide advice o n  amendments 
needed to bring them into l ine with good practice. NCSC commenced a procurement training program 
for Commune Councils in early 2003. 

72. 
reported to the CPAR team that MEF i s  now involved in some aspects o f  procurement o f  the Scheme. 

Procurement activities are supervised and monitored by NCSC and overseen by the MOI. I t  was 

Social Fund 

73. The Social Fund o f  the Kingdom o f  Cambodia (SFKC) was conceived in early 1994 and 
promulgated by Royal  Decrees later that year. I t  was designed principally as a mechanism to  fill the 
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urgent need for rural infrastructure and additional financing o f  employment generating activities in poor 
and underserved areas o f  the country. 

74. SFKC i s  an autonomous organization operating directly under the auspices o f  the Prime 
Minister through COM, and i s  funded by RGC budgetary allocations and IF1 credits. I t  implements 
small projects in rural areas o f  the country in order to provide basic infrastructure and social facilities, 
such as schools, clinics, sanitation facilities, bridges and culverts, and local irrigation schemes. Local 
communities apply to SFKC with a project proposal, which, if approved in principle by SFKC, i s  
developed to readiness level with technical input from SFKC staff. Committees are established at 
community level to implement projects and arrange procurement, which i s  usually undertaken on an 
entirely local basis. Often, committees will form a local labor pool  t o  undertake construction 
themselves, using materials obtained through a supply contract. 

75. The RGC i s  presently reviewing the SFKC initiative in the context o f  i t s  decentralization policy 
and the largely similar Commune-Sangkat Scheme. The distribution o f  SFKC projects varies widely but 
a l l  182 districts having benefited in some way f rom the fund’. 

76. All procurement monitoring and approval i s  overseen by the SFKC itself and i s  not  currently 
vetted by MEF or DPP. SFKC provides training in procurement and project management to each 
community for which a project i s  approved. However, post-reviews have shown some problem areas, 
such as: 

a 

a 

Weaknesses in internal financial management, accounting and internal audit; 

Groups that apply to  SFKC for approval o f  a new project are often subsequently involved as 
suppliers or contractors, thus benefiting directly; 

Collusion among local contractors and local government officials, often amounting to 
control o f  the awarding o f  contracts for project implementation; and 

Payment o f  “gratuities” by winning suppliers and contractors. 

a 

a 

77. Despite the above areas o f  concern that need to be addressed, evidence from WB post-reviews, 
supported by the CPAR team’s findings, shows that the system works we l l  in terms o f  providing much- 
needed facilities to poor communities. Projects are generally implemented swiftly and disbursements are 
timely, and a number o f  procurement issues have been resolved over the eight or so years that the Social 
Fund programs have been implemented. However, i t i s  recognized that expansion o f  SFKC on a 
countrywide basis i s  not  feasible in i t s  present form. 

C.1.4 Knowledge of  Procurement Procedures 

78. A questionnaire (para. 8) was issued to PIUs o f  ongoing IDA-funded projects currently 
undertaking procurement and was also discussed during interviews with staff working o n  other donor- 
funded and state-funded projects. I t  was structured to establish the level o f  understanding o f  procedures, 
details o f  how procurement was being conducted, perceptions o f  the reasons for delays, and suggestions 
on how the procurement process could be improved. The questionnaire i s  attached at Annex H with a 
summary o f  responses from a l l  those who completed the questionnaire and were interviewed. The key 
points arising f rom this exercise are: 

’ WB has financed SFKC projects - Social Fund I (US$20 mil l ion) approved in 1995 and Social Fund I1 (US$25 
mil l ion) in 1999. 
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A majority (about 75 percent) o f  those interviewed claimed a good understanding o f  
procurement procedures, whether on donor- or state-funded projects. Their answers to later 
questions, however, suggested strongly that their knowledge was less than claimed, 
indicating a need for further procurement training. 

Approximately 60 percent o f  respondents had received two days or less o f  formal 
procurement training in the past five years, another indication o f  the need for further 
training. 

State-owned companies very rarely bid for contracts (para. 46) but c iv i l  servants were often 
included in consultant teams, performing their duties while s t i l l  holding their regular posts. 
RGC i s  aware o f  this problem but it appears to  be persisting. 

Record keeping i s  poor on as many as 25 percent o f  a l l  projects. Queries f rom bidders are 
often answered verbally, and the query and answer are not always circulated to al l  bidders. 
Full details o f  clarifications o f  bids during evaluation are sometimes not recorded properly. 

As many as 35 percent o f  respondents indicated that bids were not always opened 
immediately after bid closing time. The longest admitted gap was two days. 

Bid evaluation committees average five persons (the highest was eight) and always include 
an MEF representative for major contracts (except for projects undertaken by SFKC and 
those under the Commune-Sangkat initiative). 

On donor-funded projects, language difficulties can be a problem for both bidders and bid 
evaluation committees, but some sectors have translated donor guidelines and key parts o f  
bidding documents, such as instructions to bidders and evaluation criteria, into Khmer. 

M a n y  respondents seemed uncertain about who had final authority to approve a contract 
award, believing this to be a matter between senior officials in their l ine ministry and MEF. 

79. Respondents were asked for their considered opinions o n  the reasons for problems in the 
procurement process and how procedures might be speeded up. The key responses, in order o f  the 
number o f  times they were mentioned, were: 

> Problem: Time taken to obtain approvals and signatures in MEF. In some instances, MEF 
insisted on approving procurement that was valued below WB prior review thresholds. 
Possible solution: Increased delegation o f  authority to project executing agencies to carry 
out procurement, if necessary with MEF post-review. 

9 Problem: Inadequate expertise available to prepare technical specifications. Possible 
solution: Hiring better qualified consultants to assist PIUs and acceptance by MEF that this 
would mean higher charge rates. 

> Problem: The time taken to obtain WB no-objection, although it was accepted that the need 
to submit clarification occurred often because o f  confusion with procedures. Possible 
solution: Appointing a Procurement Specialist in the WB Phnom Penh Office to  assist PIUs 
and, if possible, delegating authority to that person to issue no-objections.8 

WB has recruited a Procurement Assistant for i t s  Phnom Penh office, who wil l help to  resolve day-to-day 
diff iculties encountered by PIUs o f  WB-financed projects. Fo r  the immediate future, however, the issuing o f  
formal no-objections wil l remain the responsibility o f  accredited procurement specialists based either in WB 
headquarters or in the WB regional hub in Bangkok but in i t ia l  screening o f  procurement documentation wil l be 
done this staff member. 
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P Problem: Influencing, at the provincial level, the bidding and evaluation process by local 
politicians and community leaders. Possible solution: None was suggested by respondents 
but it would appear that training and clear instructions on bidding procedure are needed. 

80. The CPAR team also enquired o f  WB TTLs (para. 9) whether the projects they were 
supervising were experiencing significant delays at either procurement or disbursement stages. 
Responses varied, with some projects being perceived as proceeding relatively smoothly while others 
had experienced, and continued to experience, delays that ought to be avoidable. At both the 
procurement and disbursement stages, most o f  the delays were attributed to the reviews and counter- 
checks required by MEF and the time taken to  get signatures o f  approval or n o  objection. Some TTLs 
particularly mentioned the period o f  time that was sometimes needed to get MEF to authorize issue o f  
letters o f  credit for  suppliers and contractors. 

8 1. Large contracts (the threshold i s  not  clear) that are not  financed by I F I s  are signed by two R G C  
ministries - the l ine ministry responsible for  the project and MEF. For contracts financed by external 
funds, the CPAR team was told by MEF that the concerned l ine minister s igns  and MEF witnesses the 
signature. 

C.1.5 Public Sector Management Performance 

Procurement Cycle 

82. Analysis o f  data collected from project staff on both state- and donor-funded projects, including 
responses to the questionnaire, shows that the time taken to recruit suppliers, contractors and consultants 
i s  as follows: 

Goods 
International Competitive Bidding (ICB) 
National Competitive Bidding (NCB) 
International Shopping (IS) 
National Shopping ( N S )  

4 - 7 months, average 5% months 
2 - 4 months, average 3 months 
1 % - 3 months, average 2 months 
% - 2 months, average 1 month 

Works 
International Competitive Bidding (ICB) 
International Competitive Bidding (ICB) 

National Competitive Bidding (NCB) 

3 - 12 months, average 8 months 
(Pre-qualification i s  rarely used) 

2 - 5 months, average 3 %  months 
with pre-qualification 

Consultant Services (including short-listing) 
Individuals: 
Firms for large assignments: 

3 - 4 months, average 3% months 
6 - 9 months, average 8 months 

83. Compared with countries at the same stage o f  development, these times are not unduly long but 
there remains room for improvement. Several PIUs have commented that these times could be 
significantly improved if the l ine agencies were responsible for a l l  aspects o f  procurement. 

Procurement as Part o f  Project Administration 

84. Computerization o f  project administration, including procurement planning and monitoring, i s  
rare at present. Less than ha l f  o f  a l l  PIUs computerize their procurement monitoring and administration 
or incorporate procurement planning into general project implementation planning. The predominantly 
manual methods n o w  used lessen efficiency and increase the risk o f  errors. Administration sk i l l s  vary 
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among projects and there i s  a need for increased training in project management and the wider use o f  
computer-based tools to improve efficiency. RGC andor donor agency staff preparing new projects 
should assess project management capabilities o f  staff to be allocated to the project and allot a sufficient 
portion o f  the project budget to further project management training, acquisition o f  computers and 
training in the use o f  project management software. 

85. At both the central and provincial levels, the Cambodian public sector i s  beset by a shortage o f  
adequately skilled staff, principally due to very l o w  rates o f  remuneration compared with those offered 
by the growing private sector. WB has addressed c iv i l  service reform in i t s  IAFPER and a dialogue with 
R G C  has started on how to implement the actions needed to improve the efficiency o f  the c iv i l  service, 
but the process will take time. Meanwhile, while project management and procurement sk i l l s  can be 
enhanced by well-designed training programs, attrition wil l almost certainly continue and it appears that 
the availability o f  highly qualified and experienced staff to manage a growing portfolio o f  development 
projects will be in short supply for  several more years. 

C.l.6 WB-funded Projects 

Supervision 

86, As described in para. 79, WB needs to provide guidance o n  a number o f  procurement issues and 
the WB office in Phnom Penh has been recently strengthened through the recruitment o f  a Procurement 
Assistant. It i s  also intended that most WB project supervision missions fkom FY 2004 onwards will 
include a procurement specialist. Depending o n  the complexity o f  procurement issues o n  specific 
projects, this will be achieved through the use o f  either the new procurement assistant in Phnom Penh, 
or procurement staff f rom the WB office in Bangkok or regionally-based consultants. Frequent 
participation o f  procurement staff in WB project supervision missions will also enable post-reviews to 
be carried out on a regular basis. 

WB-Financed Contract and Review Thresholds 

87. An analysis o f  the contract and review thresholds o f  WB financed projects under 
implementation i s  given in Annex I. Based o n  this analysis and discussions with each PIU, the CPAR 
team has made recommendations in Annex I for contract value thresholds for different procurement 
methods, together with pr ior  and post-review thresholds. Also shown are the maximum WB prior 
review thresholds adopted in September 2002, based o n  procurement risk assessment o f  the project 
implementing agency. 

C.1.7 Progress on Harmonization 

88. The WB report No. 19,840 o f  October 1999 and entitled Review of Aid Coordination and the 
Role of the World Bank concluded that differences in donor operational policies, practices and 
procedures significantly hindered the effectiveness o f  extemal development assistance. Since then, the 
two major groups o f  development institutions - the multilateral development banks (MDBs) and the 
Development Assistance Committee o f  the Organisation for Economic Co-operation and Development 
- have worked through various technical groups o n  issues such as donor cooperation, country analytical 
work, financial management, procurement and environmental assessment. Reflecting i t s  efforts to 
collaborate with other development institutions, WB has signed related MOUs, including the 
Memorandum of Understanding between the World Bank and the Asian Development Bank o f  
November 2001. 

89. At the High Level  Forum o n  Harmonization held in Rome o n  February 24-25, 2003, a 
declaration was made to promote harmonized approaches in global and regional donor programs, with 
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reference to several aspects including procurement. Cambodia was one o f  several Asian countries 
represented in Rome and volunteered “to move the frontier o f  implementation”. 

90. R G C  together with ADB and WB, Cambodia’s two principal IF Is ,  are therefore committed to 
harmonizing major donor procedures and practices in Cambodia. A working group was established in 
2002 and the December 2002 Joint Portfolio Review o f  projects funded by ADB and WB reported slow 
progress at that date, but agreed on a commitment to make faster progress during calendar 2003. In line 
with this, a translation has been made o f  WB SBDs. ADB has recently approved a TA grant, part o f  
which will finance a consultant to prepare harmonized bid documents. Consultants financed by ADB 
and WB have beedare being recruited to prepare a manual o f  standard operating procedures including 
manuals for project procurement management and FM. These will be uti l ized for a l l  ADB and WB 
projects, with amendments to suit the specifics o f  each particular project. The CPAR team wil l provide 
assistance to the concerned consultants in incorporating the findings and recommendation o f  this CPAR 
into the operating procedures and manuals. 

C1.8 Audit and Anti-Corruption Measures 

9 1. A WB-supported diagnostic study entitled “Governance and Corruption Diagnostic: Evidence 
f rom Citizen, Enterprise and Public Official Surveys”, was undertaken in M a y  2000 at the invitation o f  
RGC. The study found that “public corruption was perceived as a leading problem for citizens and 
enterprises o f  a l l  types ranking f i rs t  and second for al l  groups as the leading constraint (to 
development).” Undoubtedly, in such a climate, payments by contractors and suppliers to concerned 
government staff for “favors” related to contracts are routine. The CPAR team’s view i s  that payments 
do not significantly affect the bidding process for most contracts that are bid competitively but suppliers 
and contractors reported that they were required to keep concerned government staff “happy”. This 
practice does increase the cost o f  most contracts and can lead, for example, to l o w  standards o f  
construction through poor enforcement o f  specifications. 

92. An efficient audit, carried out on a regular basis, can be a powerful instrument to minimize 
leakage o f  funds o n  contracts. A National Audit Authority (NAA) was established in 2001, but even 
with the constraints o f  being a new agency with a huge workload and l imi ted staffing, to date has 
audited MEF. During recent years, MEF has established i t s  right to audit procurement through i t s  
greater involvement in most l ine agencies’ preparation o f  contracts (MEF does not get involved in the 
technical aspects o f  bid documents) and their evaluation and award o f  contracts and, subsequently, any 
major amendments including variation orders. Under recommendations in this CPAR, MEF’s role 
should be changed, over a period o f  time, with procurement eventually passing to a single MEF 
department rather than the present arrangement o f  being located in several offices (para. 105[d]) . 

93. Even under the most favorable scenario - demonstrably strong and active support f rom the 
highest level o f  government - the elimination o f  a l l  procurement-related corruption will take many 
years. As a start, two specific actions are recommended in this report. They are: (a) a l l  R G C  staff be 
required to s i g n  a Code o f  Ethics ; and, (b) an anti-corruption law, which has been under consideration 
for several years, should be enacted without further delay. I t  i s  recognized that these two actions are 
broader than the scope o f  this report but both would have a significant impact on corruption related to 
procurement. Other proposed measures such as improved procurement legislation (para. 105 [a]), 
reducing the number o f  approval signatures required for procurement decisions and disbursement 
applications, and procurement training, wil l also help to reduce corruption. 
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C.1.9 Fiduciary Risk Assessment 

94. Until recently, state-financed contracts (not those financed by F I s )  were directly negotiated 
with suppliers and contractors. Fiduciary risk in procurement in Cambodia lessened somewhat after 
January 2002 when the RGC instructed four major ministries to carry out “open” tendering in 
accordance with the 1995 Sub-Decree, and has lessened further since January 2004 when the same 
instruction was given to al l  ministries (with the exception o f  the Palace). However, the fiduciary risk i s  
s t i l l  rated high o n  account o f  the following factors (more fully described elsewhere in this report): 

0 RGC staff have become used to negotiating contracts directly with contractors and 
suppliers, which encourages the making o f  unofficial “deals”. 

A number o f  RGC agencies are involved in procurement, which, in a country with a dearth 
o f  qualified and experienced staff, i s  not  only wasteful o f  resources but leads to 
fragmentation o f  procurement decisions. In particular, the involvement o f  MEF in the 
procurement process, while in some respects protecting RGC’s interests when executing 
agencies lack familiarity with competitive procurement procedures, results in the 
duplication o f  work and mitigates against efficient institutional development o f  
procurement expertise in the country. 

On an anecdotal basis there i s  undoubtably corruption related to public procurement but the 
extent i s  diff icult to determine. 

The 1995 Sub-Decree and 1998 IRRPP need updating in order to reflect the best o f  modem 
practice. The IRRPP, in particular, need to be expanded to take in some aspects o f  
procurement that are currently not  adequately covered. 

The existing BOT Sub-Decree i s  not comprehensive and has a major loophole that has 
encouraged the awarding o f  several concession contracts through direct negotiation o n  what 
appears to be a questionable basis. 

0 

0 

0 

0 

95. Implementation o f  the recommendations in this report (para. 106) will reduce fiduciary risk 
over time. On the WB and ADB side, continuing attention to strong project design, improved 
supervision o f  procurement including regular post-reviews and in-depth investigation o f  cases o f  fraud 
and corruption, will assist in further improvement o f  the fiduciary environment and set the standard for 
procurement efficiency. 

C.2 Private Sector 

C.2.1 Review for the CPAR 

96. In order to gauge the private sector procurement climate, in Cambodia the CPAR team visited 
several firms o f  consultants across a wide range o f  disciplines, commercial staff  fi-om embassies, contractors 
and lawyers from the private sector. A consistent complaint f rom almost all o f  the persons contacted was that 
the distortion o f  the bidding process for concession contracts (para. 54 to 59) was viewed by the private 
sector as indicative o f  RGC’s lack o f  commitment to canylng out procurement in an efficient manner when 
highly placed officials andor well-contacted persons had an interest in the outcome. 

C.2.2 Share o f  the Economy 

97. Starting in about 1993, Cambodia has since made substantial progress towards establishing a 
market economy and, although there have been distortions, RGC’s policy i s  s t i l l  to encourage growth o f  
the private sector. In this respect, RGC has taken a series o f  actions that benefit private sector 
development in the country. These include: phasing out price controls; introducing a two-tiered banlung 
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system; reducing and streamlining tariffs and eliminating most non-tariff barriers; enacting a liberal 
foreign investment law; allowing U S  dollars to circulate freely so that they account for a large part of a l l  
transactions; and floating the r i e l  exchange rate with progressively less intervention. 

98. Nevertheless, in 1997-1998, the rapid growth o f  the private sector stalled due to a combination 
o f  the regional economic crisis and July 1997 political events. The CPAR team was told that, during that 
period, relatively scarce FDI was not attracted to the country because economic management was 
perceived as insufficiently accountable and transparent. 

99. As a percentage o f  GDP in the past few years, services have remained at about one-third with 
industry at about 15 percent and agriculture at about one-half. T o  promote further development o f  the 
private sector that will lead to a broader-based economy, RGC has planned accession to WTO with the 
intention o f  jo in ing by September, 2004. 

C.2.3 Commercial Regulations and Practices 

100. T o  support the proposed accession to WTO, the following laws and regulations relevant to 
Cambodia’s trade policy have been introduced: the L a w  o n  Taxation (1997); the L a w  o n  Registration o f  
Companies (1995); the L a w  o n  Investment (1994); and the Chamber o f  Commerce L a w  (1995). RGC 
recognizes that further policy work will be required in the areas o f  

e Bringing the legal and institutional framework o f  the country into conformity with WTO 
rules; and 

Making commitments o n  free market access to  trading in goods and services. e 

101. The application o f  tax regulations i s  sometimes inconsistent between different projects, 
particularly concerning customs and excise duties o n  imported plant and equipment. I t  appears that this 
occurs mostly through misinterpretation o f  the regulations or rent-seeking attitudes. 1 

C.2.4 Performance on Public Sector Contracts 

102. For larger works contracts, competition f rom foreign contractors who appear to be SOEs i s  now 
common. Mos t  foreign SOEs do subcontract a large part o f  their contract to local subcontractors who, 
however, frequently make the fol lowing complaints: 

e They are not able to win larger contracts because o f  subsidies given by foreign governments to 
their respective SOEs competing in Cambodia (para. 47); and 

Foreign SOEs do not use their own financial resources to ensure timely payments to local 
subcontractors when project disbursements are delayed (delays in payments are a common 
complaint): however, there i s  n o  justifiable reason why inter im payments for contracts, 
particularly those financed by IFIs, should be delayed. 

103. WB project status reports for projects under supervision and visits to sites by the CPAR team 
confirm that the construction quality i s  generally good; this also applies in rural  areas for such works as 
laterite roads, small bridges and school buildings. Since 1993, the number o f  local contractors and 
suppliers has increased, f i rst  in urban areas but more recently in rural areas also. T h i s  increase has l ed  to 
a more competitive bidding climate for RGC contracts. I t  does appear that RGC could reduce contract 
costs if steps were to be taken to demonstrate that a l l  contracts would be awarded in a fair and 
transparent manner, and that progress payments would be made according to contract conditions 
without the need for inducements. 
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D. SUMMARY OF KEY FINDINGS AND RECOMMENDATIONS 

D.1 Key Findings and Issues 

104. After decades o f  internal conflict in the country (para. 21), much remains to be done to 
strengthen Cambodia’s legal, regulatory and institutional framework. Sound laws and regulations, and 
strong institutions to implement and enforce them are essential for good governance in matters such as 
public procurement. Given the present fundamental weaknesses, the CPAR team has focused the 
fol lowing findings and recommendations on matters o f  framework rather than detail, and has attempted 
to identify practical ways in which fiduciary responsibility for, and transparency of, public procurement 
can be improved over the relatively short term. Once a sound and respected framework i s  in place, 
matters o f  detail may be addressed with more confidence. 

105. The CPAR team’s principal findings are that: 

(a) The legal framework for procurement needs strengthening 

Current public procurement practice stems from the 1995 Sub-Decree and i t s  supporting IRRPP 
prepared under the 1994-1995 ADB TA, which represented a sound basis for transparency and 
good practice. However, a sub-decree does not  have the force o f  law, and the present 
Procurement Sub-Decree relies, for i t s  legal basis, o n  a very br ie f  and general article in the State 
Budget L a w  o f  1994. The 1995 Sub-Decree has also, in effect, been amended and diluted by a 
plethora o f  subsequent sub-decrees andprakas that have resulted in the creation o f  a fragmented 
procurement environment that causes confusion and increases fiduciary risk. 

Efficient public and private procurement i s  dependant on having, in place, a sound and 
respected procurement law. The recommendation o f  this CPAR i s  that procurement warrants i t s  
own sovereign l aw  that establishes a consistent, sound and transparent framework o f  principles. 
In the context o f  any international dispute that might arise, it i s  inappropriate to rely on a single 
article in the ten-year-old State Budget L a w  as the enabling legislation. Detailed procurement 
systems and procedures can then be spelled out in supplemental IRRPP, which may readily be 
updated from time to time to reflect experience and changing conditions in the country. Such 
IRRPP could embody provisions for variations in procedures o n  specific types o f  projects that 
require a modified approach, such as those carried out under the auspices o f  the Social Fund and 
Commune-Sangkat initiatives. 

An entirely new l a w  i s  not  proposed. The 1995 Sub-Decree, after improvements recommended 
in this report and extension to cover al l  forms o f  public procurement, i s  suitable for upgrading 
to the status o f  basic law. Similarly, improved and extended IRRPP can developed relatively 
simply, based o n  the 1998 IRRPP. 

(b) Awarding of  BOTkoncession contracts should be subject to prior feasibility studies 
followed by transparent procurement 

RGC’s current practice o f  entering into directly negotiated concession contracts with the private 
sector lacks transparency and accountability. Without competition there i s  high risk that end- 
user charges will be unjustifiably high and contribute to increased costs o f  doing business in 
Cambodia. The present practice o f  direct contracts and concessions i s  alienating foreign 
investors and r i sks  being a long-term burden to the Cambodian economy in terms o f  reducing 
i t s  competitiveness and, hence, driving away existing private sector business and being a 
disincentive to any business contemplating an investment in the country. 
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The 1998 BOT Sub-Decree needs to be redrafted and brought into l ine with international best 
practice, and should cover the various types o f  concession contracts that may be considered. 
The loophole permitting direct award o f  contracts where “special  qualification^"^ are required, 
i s  being abused and, in many cases, n o  prior feasibility studies are being carried out to ensure 
that a concession contract i s  both viable and o f  benefit to the country. There are currently n o  
specific provisions for the appointment o f  regulators o f  concession contracts. 

I t  i s  appropriate for the basic principles o f  bidding and awarding BOT/concession contracts to 
be incorporated into the same basic l aw  for al l  public procurement with details in a revised BOT 
Sub-Decree and BOT IRRPP. 

(c) There i s  a need to progressively change the role o f  MEF in procurement activities in 
line with upgrading the procurement ski l ls  o f  line agencies 

Where MEF acts as recipient o f  donor grants and credits, i t  i s  involved (through DIC) in the 
procurement activities o f  almost a l l  l ine ministries. Whi le there may be, at present, some 
justification for this control due to the relative lack o f  capability in many l ine agencies (agencies 
only started to implement “open” procurement o n  January 1, 2004), there i s  a need to  move as 
quickly as possible to a system where each l ine agency has the expertise to undertake i t s  own 
procurement with the role o f  a single MEF agency being that o f  monitoring and auditing. 

(d) Supervision and monitoring of  public procurement currently lacks a focal point 

Responsibility for supervising and monitoring procurement activities currently rests with 
several different agencies and units. DPP’s originally intended role as a focal point for 
monitoring a l l  public procurement has been significantly reduced following the removal o f  
donor-funded projects f rom i t s  jurisdiction and establishment o f  SFKC and Commune-Sangkat 
initiatives. Monitoring (not controlling) o f  procurement by one focal point in a single agency i s  
needed not only to ensure consistency in approach, adherence to  the law, compliance with good 
practice and investigation o f  complaints and advising on remedies, but also to ensure that 
effective procurement training programs are delivered for a l l  RGC staff involved in 
procurement activities. DIC’s responsibility i s  not  only procurement but also the loan portfolio 
as a whole. H o w  best a single department, within MEF, can undertake an appropriate 
monitoring role to safeguard RGC’s interests, needs to be studied. 

(e) Knowledge of  procurement procedures i s  weak in many sector agencies 

The different procurement procedures that have evolved in Cambodia create a degree o f  
uncertainty not only in RGC agencies but also with bidders on government contracts. The 
CPAR team’s survey by questionnaire and interview also revealed that, while the PIUs o f  some 
line ministries and agencies had reasonably good knowledge o f  current regulations (including 
donor guidelines) and good procurement practice (principally those that have implemented two 
or more IF1 financed projects), a l l  others remain weak. Rotation o f  staff in the c i v i l  service and 
attrition caused by much higher remuneration available in the private sector compound the 
diff iculty o f  building a knowledgeable and experienced staff resource. 

I t  is, in any case, inappropriate to  award long-term concession contracts to  any private sector group that does no t  
have the necessary qualifications and experience, a sufficient number o f  which wil l nearly always b e  found for 
participation in competitive bidding. 
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A comprehensive practical training program in procurement i s  required in order to increase P I U  
knowledge o f  regulations and good procurement practice. Training o f  a l l  levels o f  staff i s  
required, f rom higher level officials responsible for approvals who, in many cases, are 
themselves unfamiliar with procedures, to provincial and municipal authorities who are 
becoming more involved with procurement (para. 68), t o  project implementation staff. An 
element o f  basic training i s  also needed for private sector contractors and consultants in order to 
improve their understanding o f  bidding instructions and evaluation criteria, which will result in 
better quality bids. Procurement training programs should also include a public procurement 
awareness component for c iv i l  society. 

The training program should be split into short- and long-term components. The short-term 
component should be designed and implemented over the next 12-18 months, to improve the 
broad understanding o f  &l staff involved in procurement activities o f  good practice. The long- 
term component should provide basic introductory training for new procurement staff as wel l  as 
more advanced courses for experienced staff, and should be institutionalised under the single 
agency responsible for overseeing procurement in the country when established and fully 
functional . 

D.2 Recommendations 

106. For  a country with the size and history o f  Cambodia, there i s  an urgent need to put in place a 
comprehensive, yet as simple as possible, procurement system that meets the development needs o f  the 
country and reduces the opportunity for corruption. The present system, while having a sound basis, 
needs to be overhauled and made efficient in al l  aspects - legally, institutionally and technically - to 
enable a l l  procurement throughout the country to be carried out in a transparent manner. Based on the 
principal findings o f  the CPAR team (paras. 104 and 105), the recommendations listed below are made 
in order o f  priority o f  action needed. The precise manner o f  implementing the recommendations should 
be the subject o f  further detailed study, possibly funded by grants provided jo int ly by ADB and WB." 
Other recommendations made throughout this report, including those for WB and government staff to 
take into account when preparing new projects, are grouped in Annex J. 

(a) The highest priority should be given to holding tripartite discussions between RGC, ADB 
and WB in order to agree o n  an Action Plan for implementing the recommendations o f  the 
CPAR as wel l  as to identify sources o f  funding for the activities concemed; 

(b) The existing 1995 Sub-Decree needs to be quickly strengthened as an interim measure 
while the drafting o f  a sovereign procurement l aw  and IRRPP i s  carried out; 

(c) The sovereign procurement l a w  should be enacted, based o n  a detailed review o f  the 1995 
Sub-Decree and setting down the framework and principles for a l l  public procurement, 
however funded, including BOT and concession contracts. The new l a w  should be 
supported by IRRPP based o n  those o f  1998, modified to reflect subsequent experience, and 
be made mandatory for a l l  public procurement, with separate provisions applying to specific 
cases such as SFKC, Commune-Sangkat and privatized projects. 

(d) The current practice o f  awarding concession contracts without competition, and before 
carrying out feasibility studies, should cease. The 1998 BOT Sub-Decree should be 
redrafted as part o f  the proposed all-encompassing sovereign procurement law, addressing 

lo The Action Plan contained in t h l s  draft CPAR for implementing the CPAR recommendations i s  in l ine wi th the 
Institutional Development Fund Guidelines o f  the WB, which can provide grant funds for implementing the 
CPAR's recommendations. In addition, the CPAR team has liaised closely wi th ADB throughout its work and 
ADB i s  providing funds under a TA to prepare recommendations on  the harmonization o f  the procurement 
procedures o f  ADB and the WB. 
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the various privatization contract formats that can be considered, with sections o f  the 
revised IRRPP addressing specific procedural aspects o f  procuring private sector investors 
and contractors. 

(e) The procurement s h l l s  o f  l ine ministries and agencies should be enhanced as quickly as 
possible through training so that they can assume, consistent with their procurement s k i l l  
level, full responsibility for their procurement activities. Implementation o f  a 
comprehensive training program should commence as soon as sources o f  funds can be 
identified and mobilized; 

(0 Consistent with a phased program tied to training to improve their procurement ski l ls ,  l ine 
agencies should be given responsibility for  the bidding process, with MEF phasing out i t s  
ro le in day-to-day activities and re-assuming the role o f  policy-making, procurement 
monitoring and training. Part o f  the tripartite discussions referred to in (a) above should 
focus on whether experienced agencies that are knowledgeable with regard to procurement 
procedures should be granted full autonomy in the awarding o f  contracts up to increasing 
thresholds consistent with their expertise. 

(g) In l ine with a comprehensive training program, there should be a progressive move towards 
establishing a single agency, staffed with procurement specialists, that would oversee al l  
public procurement, act as an advisory and resource centre (particularly advising o n  
complaints and remedies and developing a database o n  procurement), and institutionalise 
and implement long-term procurement training programs. The structure and most 
appropriate location o f  the procurement monitoring office requires further study o n  how 
best to utilize existing resources in DPP, the three units o f  MEF vetting donor-funded 
projects, and the procurement staff o f  SFKC and the Commune-Sangkat Secretariat. The 
study on determining how, when and who should be the agency to oversee procurement, 
should be initiated immediately." Thereafter, the phased implementation should be 
undertaken in line with the study's recommendations. 

E. PROPOSED ACTION PLAN 

107. The f i rst  stage in addressing the above recommendations i s  a tripartite review among RGC, 
ADB and WB. The Act ion Plan (Table 2) will require regular tripartite discussions with RGC to 
coordinate inputs and available funds. 

108. Monitor ing the implementation o f  the Act ion Plan should be undertaken jo in t ly  by RGC and 
staff o f  both ADB and WB fi-om their Phnom Penh offices, supported as and when needed by specialist 
procurement staff based in the WB Bangkok office and ADB's Mani la headquarters. 

' I  Participants at the CPAR Workshop on April 1-2,2003, favored locating th is  office in MEF with 
responsibility directly to the Minister. 
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Table 2. Proposed Action Plan 

Issue 

1. Best way o f  
implementing 

recommendations 

I 

Procurement 
Procedures 

3.. The need to 
quickly strengthen 
the existing Sub- 
Decree 

4. Lack of 
sovereign 
procurement law 
and outdated 

knowledge of 
procurement 
practices in some 
l ine agencies 

6. Line agencies to 
progressively take 
on sole 
responsibility for 
procurement 

7..  Lack of a focal 
point for 
procurement 
monitoring 

Recommended Action 

Tripartite discussions among RGC, 
ADB and WB to identify the most 
feasible strategy to implement the 
CPARs recommendations. 

Applications for grant funds to support 
RGC 

Prepare Procurement Manual as Annex 
to Standard Operating Procedures 
Manual 

Harmonize Bid Documents (ADB) 
Drafting of changes that will strengthen 
the 1995 Procurement Sub-Decree and 
IRRPP and receive approval by the 
Council o f  Ministers. 

Prepare a draft all-encompassing 
procurement law and IRRPP, including 
elimination of BOT Sub-Decree 
loophole. 

Review drafts and debate with civil 
society 

Enact revised law and introduce new 
IRRPP 

Design and implement initial crash 
training program on good procurement 
practice and install permanent 
procurement training in local institution 

Study how agencies can, in a phased 
manner be responsible for all 
procurement 

Progressively reassign duties to line 
agencies as their procurement ski l ls 
improve. 
Study most appropriate structure, role 
and location of single procurement 
monitoring office 

Progressively assign all procurement 
monitoring to single office 

T 
Start 

March 
2004) 

:ADB Apr 
2004) 
WB June 
2004 

May 2004 

May 2004 
Septembei 
2004 

October 
2004 

January 
2005 

October 
2006 

Novembe 
2004 

Septembe 
2004 

January 
2005 

October 
2004 

January 
2005 

ng 
Complete 
May 2004 

(ADB 
April 2004) 
WB July 
2004 

July 2004 

July 2004 
December 
2004 

January 
2005 

August 
2006 

December 
2006 

August 
2005 

January 
2005 

July 2006 

January 
2005 

July 2006 

Responsible 

vIEF in 
iiscussion with 
A B ,  ADB 

VVB and ADB 

kIEF assisted 
)y consultants 

ADB 
MEF assisted 
)y consultants 

MEF assisted 
by consultants 

MEF and WB 

RGC-National 
Assembly 

MEF assisted 
by consultants 

MEF assisted 
by consultants 

MEF 

MEF assisted 
by consultants 

MEF with 
assistance of 
consultants 

Funding 
Source 

VVBIADB 
ndget 

WBIADB 
wdget 

Existing 
2002 IDF 

ADB 
RGC, WB 
tDF 

RGC, WB 
IDF 

RGC, WB 
IDF 

RGC 

RGC, WB 
IDF 

RGC, 
WB IDF 

WB IDF 
and ADB 
TA 

RGC with 
assistance 
ofWB 
IDF 

( ) Indicates action completed 
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CAMBODIA - COUNTRY PROCUREMENT ASSESSMENT REPORT 

ANNEX A - PRINCIPAL DOCUMENTS REVIEWED 

WORLD BANK DOCUMENTS 

GENERAL 

Guidelines (Revised) - Country Procurement Assessment Reports, Jan 18,2002 

Guidelines - Procurement under IBRD Loans and IDA Credits, revised Jan 1999 

Guidelines - Selection and Employment of Consultants by World Bank Borrowers, revised 2002 

Quality of Fiduciary ESW- A QAG Assessment, Draft, Nov  16,2001 

Standard Request for Proposals - Selection of Consultants, revised Jul 1999 

Standard Bidding Documents - Procurement of Goods, revised Jan 200 1 

Standard Bidding Documents - Procurement of Works, Jan 1995 

Treatment of Procurement and Financial Management in Country Assistance Strategies - Interim 
Guidelines to Stafl, Mar 15,2001 

Workshop on Improving County Procurement Assessment Reviews - Agenda and Issues Paper, Nov  28, 
200 1 

Harmonizing Operational Policies, Procedures, and Practices, Rome and Beyond, WB summary o f  
impact o f  Rome Declaration, April 15,2003 

Harmonization at Country Level, briefing notes for WB Country Directors, April 15,2003 

Harmonization: Recent and Future World Bank Activities, Operations Policies and Country Services, 
World Bank, February 22,2003 

REGIONAL 

Special Focus: Public Financial Accountability in East Asia, Draft, Aug 8,2001 

EAP - Project Financial Management Regional Guidelines, Draft, undated, probably Sep 200 1 

CAMBODIA 

Building a Climate for Investment, Growth & Poverty Reduction in Cambodia, Nicholas Stern, 
Senior Vice President & Chief Economist, World Bank, May 2002 
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Cambodia Governance and Corruption Diagnostic: Evidence from Citizen, Enterprise and Public 
Official Surveys, World Bank (prepared at the invitation o f  RGC), May  10,2000 

Country Procurement Assessment Report for Cambodia; 4th Working Draft, World Bank, March 3 1, 
1997 

Decision Meeting Minutes, Integrated Fiduciary Assessment and Public Expenditure Review (IAFPER), 
World Bank April 14,2003 

Integrated Fiduciary Assessment and Public Expenditure Review (IAFPER), Final Report, World Bank 
May 16,2003 

Procurement Post Review: Social Fund II Project, World Bank supervision mission, September 2002 

Procurement Workshop, Phnom Penh, April 1-2, 2003, participants’ notes and presentations 

Private Sector Development Strategy, debriefing memoranda, aide memoir and progress reports o f  World 
Bank team, mid-2002 to mid-2003 

Request For Proposals (RFP) for Consulting Services to Assist the Royal Government of Cambodia with 
the Regulatory, Procedural and Institutional Framework for Improving Governance in the Management 
of Private Participation in Infrastructure (PPI) Transactions, World Bank, June 2003 

Towards A Private Sector -Led Growth Strategy for Cambodia: Volume 1: Value Chain Analysis (Draft 
2), Global Development Solutions, LLC, (for the World Bank), June 2003 

Draft Terms of Reference for Consulting Services for Regulatory, Procedural and Institutional 
Framework for Improving Governance in The Management of Private Participation in Infrastructure 
(PPI) Transactions in Cambodia, World Bank, April 2003 

OTHER COUNTRY-SPECIFIC 

China: County Operational Procurement Review - Concept Paper, Draft, Jul 12,2001 

Indonesia: Country Procurement Assessment Report, Mar  27,200 1 

Kenya: Public Procurement Reforms and Enhanced Capacity, Implementation Completion 
Memorandum, Nov  12,2001 

Lao PDR: County Procurement Assessment Report, January 10,2003 

Mongolia: Country Procurement Assessment Report, final draft, January 17,2003 

Philippines: Country Procurement Assessment Report - Concept Paper, (undated, probably mid-200 1) 

Trinidad and Tobago: County Procurement Assessment Report, Draft, Nov 30,2001 
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Viet Nam: Detailed Terms of Reference for Country Procurement Assessment Report, (undated, probably 
Sep 2001) 

Viet Nam: Country Financial Accountability Assessment, Oct 15,2001 

Viet Nam: Country Procurement Assessment Report, Oct 15 2001 

Viet Nam: Evaluation of Dependency Status of SOEs in Viet Nam, Answers to Questions in World Bank 
Terms of Reference, Oct 2001 

ROYAL GOVERNMENT OF CAMBODIA DOCUMENTS 
(where original is in Cambodian language, these are unofficial translations) 

Anti-Corruption Action Plan for Asia and the PaciJic, Third Steering Group Meeting, Speech o f  H.E. 
Sum Manit, Secretary of  State, Office of  the Council o f  Ministers, Secretary General, Council for 
Administrative Reform, Director o f  the Anti-Corruption Unit o f  the Office o f  the Council o f  Ministers, 
Jakarta, March 4-6,2003 

Gestion 1994, Budget Ge'ne'ral de 1 'Etat (Law on Budget, 1994), adopted by National Assembly in 
January 1994 

Instruction to M E F  to institute competitive public procurement in al l  ministries, financial institutions and 
social sectors of RGC, except the Ministries of the Royal Palace, National Defense and Interior, Council 
o f  Ministers, September 13,2002 

Law on Administration of Communes (Khum-Sangkat), adopted by National Assembly on January 12, 
200 1 

Prakas On Expenditure Under Article 02 Of Chapter 50: Contribution Of The Royal Government 
(Allocated Funds) Direct Investment From Overseas, MEF No. 975, January 11, 1999 

Prakas On The Organization And Functioning Of The Department Of Investment And Cooperation, (three 
units to handled WB, ADB and bilateral projects), MEF No. 004, December 27,2001 

Prakas on Guidelines for Commune/Sangkat Procurement, MEF No. 172, March 28,2003 

Prakas on Implementing Rules and Regulations Governing Public Procurement (IRRPP), MEF No. - , 
August 31, 1995 

Prakas on Amended Implementing Rules and Regulations Governing Public Procurement (IRRPP), MEF 
No. - , February, 1998 

Prakas on Principles for Implementing Priority Action Programme (PAP) in the Ministry Of Education, 
Youth And Sports, MOEYS, September 6,2002 

Prakas on the Creation of a Bidding Committee (to select a company or an organization for preparation 
and implementation a project for customs and excise automation), MEF, December 23,2002. 
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Procurement Guidelines for Commune-Sangkat Financial Management System, UNOPS Advisors to 
National Committee for Supporting the Communes, draft, September 2002 

Sub-Decree Governing Public Procurement, Council o f  Ministers, July 3 1, 1995 

Sub-Decree Governing Build, Operate and Transfer (BOT) Contracts, Council o f  Ministers, February 13, 
1998 

Sub-Decree Governing Establishment and Operation of the Commune/Sangkat Fund, Council o f  
Ministers, February 7, 2002 

Sub-Decree Governing the Commune/Sangkat Financial Management System, Council o f  Ministers, 
March 14,2002 

Sub-Decree on Determination of Separate Expenditures for Implementing Priority Action Programme 
in the Ministry of Education, Youth and Sports, Council o f  Ministers, May 3,2002 

ADB DOCUMENTS 

Key Governance Issues in Cambodia, Lao PDR, Thailand and Viet Nam, Apr 2001 

MISCELLANEOUS DOCUMENTS 

Harmonizing Operational Policies, Procedures and Practices: A Synthesis of Institutional Activities, 
jointly prepared by World Bank and Secretariat o f  Development Assistance Committee o f  the 
Organisation for Economic Co-operation and Development, High Level Forum, Rome, February 22,2003 

Country-Level Harmonization: Emerging Implementation Lessons, jointly prepared by World Bank and 
Secretariat o f  Development Assistance Committee o f  the Organisation for Economic Co-operation and 
Development, High Level Forum, Rome, February 24-25,2003 

Rome Declaration on Harmonization, heads o f  multilateral and bilateral development institutions and 
representatives o f  the IMF, other multilateral financial institutions, and partner countries, Rome, Italy, 
February 25,2003 
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CAMBODIA - COUNTRY PROCUREMENT ASSESSMENT REPORT 

ANNEX B - PROCEEDINGS OF AND OUTPUTS FROM WORKSHOP ON CPAR INITIAL 
FINDINGS & RECOMMENDATIONS 

The Workshop was conducted at the Sunway Hotel  in Phnom Phenh o n  April 1-2,2003, I t  was attended 
by 63 people f rom central, provincial and district government, donor agencies, project implementation 
offices and the private sector. A l i s t  o f  attendees i s  at Annex C. 

The agenda for the Workshop was as follows: 

April I, 2003 - morning 
Welcoming address by the acting Wor ld  Bank Country Manager for  Cambodia 

Opening Address by H.E. Senior Minister, Minister o f  Economy and Finance 

Aims o f  the Workshop, by Mr. David Howarth, WB Task Team Leader for the CPAR 

Preliminary Findings o f  the CPAR, by Mr. John Richardson, Consultant to WB (presented by Mr. 
David Howarth in Mr. Richardson’s absence through il lness) 

Presentation by Mr. Chhay Vuth, Director o f  DPP, on procurement issues, 

Presentation by Mr. Thao S o h u n y ,  Chief, Wor ld  Bank Division, MEF, followed by officials f rom 
the Ministry o f  Health and Khompong Chhang Province o n  procurement issues 

Presentation by Mr. Julian Abrams, Infrastructure Adviser to the Seila Program, UNOPS, o n  
Procurement for Decentralised Development - Reflections o n  the Seila Experience 1996-2003 

Presentation by Mr. Anthony Jude, Deputy Head o f  Cambodia Resident Mission o f  ADB, on 
procurement issues, followed by discussion 

April 1,2003 - afternoon 

Breakout Groups - Session 1. Topic 1 - Legal Framework for  Procurement, followed by Breakout 
Group reports to plenary session 

Breakout Groups - Session 2. Topic 2 - Organization o f  Procurement, followed by Breakout Group 
reports to plenary session 

April 2,2003 - morning 

Breakout Groups - Session 3. Topic 3 -Procurement Training, followed by Breakout Group reports 
to plenary session 

Summary o f  Breakout Groups’ principal conclusions, by Mr. Dav id  Howarth, followed by discussion 

Nex t  steps, by Mr. Dav id  Howarth 

Closing Remarks, by representative o f  Minister o f  Economy and Finance 

The remaining pages o f  this Annex summarize the Breakout Groups’ discussions and findings. WB 
retains al l  presentations made on the morning o f  April 1, 2003 and closing presentations o n  April 2, 2003, 
for reference purposes i f required. 
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National Workshop on Country Procurement Assessment Report 
Phnom Penh, April 1-2,2003 

RECORD OF PRESENTATION BY BREAKOUT GROUPS 

Introduction 

In assisting the Government o f  Cambodia in i t s  development efforts, the Wor ld  Bank i s  finalizing an 
Integrated Fiduciary Assessment and Public Expenditure Review (IFAPER) that will incorporate a 
Country Procurement Assessment Report (CPAR) and a Country Financial Accountancy Assessment 
(CFAA). With respect to the CPAR, following a review by the Wor ld  Bank (WB) and the Asian 
Development Bank (ADB) o f  procurement activities (both public and private) in Cambodia, a Workshop 
was held in Phnom Penh April 1 and 2, 2003 to present the init ial findings and recommendations to staff 
o f  government agencies and the private sector ( l ist o f  persons who participated i s  at Annex C) Opened by 
the Minister o f  Economy and Finance, the init ial part o f  the workshop was devoted to presentations by 
agencies active in procurement in Cambodia. This was followed by break-out groups who discussed 
procurement issues identified by the above review. T h e  Workshop’s findings and recommendations have 
n o w  been incorporated in this draft CPAR. 

The CPAR team has found weaknesses, both in the 1995 Sub-Decree on Public Procurement and the 
1998 Sub-Decree on Build-Operate-Transfer (BOT), that are contributing to non-transparent public and 
private sector procurement, inefficiency and wastage, and possible misuse o f  public finds. These 
weaknesses include: the limited capacity in procurement at a l l  levels; inadequate rule&-egulations; lack o f  
any sort o f  a database o n  prices, contractors and suppliers; need to strengthen procurement plans; need to 
translate a l l  bidding documents, guidelines etc. into Khmer; and the limited capacity for using English 
language. As part of the govemment’s stated pol icy to  improve govemance, the overall objective o f  the 
CPAR Workshop Breakout Group discussions was to consider ways and means o f  malung the current 
procurement system more efficient and effective. 

Organization of the Breakout Groups 

The participants were organized into five Breakout Groups (comprising about 10 persons in each group) 
for discussions on the three topics o f  Legal Framework, Organization o f  Procurement and Procurement 
Training. A series o f  questions were put forward for discussion under each topic. These questions are 
detailed in the following sections dealing with each o f  the topics. The major points raised by each group 
on the three issues were prepared in Khmer, using flip charts, and then presented by a designated 
representative in each group to  describe and ampl i fy the points at the end o f  the discussions. The reports 
f rom each o f  the groups were then submitted to the plenary session. T h i s  paper reflects the contents o f  
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the flip charts, which are attached as annexes, and the amplification o f  the flip charts that were made by 
each o f  the designated representatives. 

Issue 1 -Legal Framework 

1. Background 

Existing procurement regulations are based o n  Article 50 o f  the State Finance L a w  o f  January 1994, 
which declares that the State budget will be administered according to the Treasury regulations, together 
with equitable public procurement procedures that wil l be defined and organized by Sub-Decree as 
approved by the Council o f  Ministers o n  the recommendation o f  MEF. 

Several sub-decrees related to public procurement have been issued since the adoption o f  the State 
Finance Law. The most important sub-decrees, which also had a direct bearing o n  the topics covered by 
the Breakout Groups, include: 

(a) The Sub-Decree o n  Governing Public Procurement in the Kingdom o f  Cambodia, 1995; 
(b) Implementing Rules and Regulations Governing Public Procurement ( W P ) ,  1995; 
(c) Amendment to IRRPP, 1998; 
(d) The Sub-Decree on BOT, 1998; 
(e) The September 2002 Sub-Decree on Preparation for  Implementation o f  Public Procurement for 

the Economic and Social Sectors o f  Ministries and Institutions o f  the Royal Government f rom 
2003. 

In the period 1995 to 1998 technical assistance was provided by ADB in the development o f  (a), (b) and 
(c), which provide a basically sound framework for transparent public procurement, broadly in 
accordance with good international practice. However, updating and expansion i s  needed in order to take 
into account experience and further development o f  good practice. An additional constraint i s  that the 
1995 Sub-Decree does not have the force o f  sovereign l aw  and may therefore be o f  doubtful reliability, 
particularly should any international dispute arise. 

2. Topics discussed 

The five groups were asked to consider: 

(a) What would be the benefits o f  efficient and transparent public procurement to the Kingdom 
o f  Cambodia and i t s  population; 

(b) The value o f  e n s h n i n g  the basic principles o f  public procurement in a sovereign 
procurement law; 

(c) The suitability o f  a two-tier legal framework for  Cambodia at i t s  present stage o f  
development, i.e., (i) a sovereign l aw  containing the basic principles and framework, with 

B-3 



Cambodia CPAR 
Annex B 

amendments needing agreement o f  Parliament, and (ii) rules for day-to-day implementation 
contained in IRRPP issued under ministerial orders and which could be amended more easily 
as when conditions changed; 

H o w  such a two-tier system differs f rom the current system o f  the 1995 Sub-Decree and the 
IRFPP presently used in Cambodia; 

The practical difficulties in developing and approving a sovereign public procurement law 
based on the existing 1995 Sub-Decree; 

Whether such a sovereign law should be expanded to cover other public procurement 
procedures now in use in Cambodia, i.e., the Social Fund and Commune-Sangkat projects 
(see Issue 2, Background); 

What changes were perceived as being required in the public procurement IRRPP o f  1998; 

Whether the high proportion o f  contracts being awarded without competitive bidding are in 
the country’s long-term interests, even though the current pol icy o f  encouraging greater 
private sector participation was helping to reduce govemment capital expenditure by 
mobil izing private sector resources; 

In what way(s) the procurement process for BOT (privatization) projects could be made more 
transparent and accountable; 

Whether the above proposed two-tier legal framework for public procurement should also 
cover BOT (privatization) projects; and 

Whether an IRRPP that would cover BOT (privatization) projects should be prepared. 

All five groups agreed that significant overall benefits for the country and i t s  people were to be derived 
f rom open, efficient and transparent public procurement. Greater govemment savings could be achieved, 
the t rus t  o f  donors and the public increased, and private sector participation and investment expanded. 
Some o f  the groups believed that expenditures would be lowered while levels o f  quality, timeliness and 
appropriateness would be maintained and even improved. In addition, i t was felt that rural development 
would benefit and local communities would have greater opportunity to contribute through participation, 
whi le the Govemment’s poverty reduction pol icy would be strengthened. 

In the discussions o n  the existing legal framework, the existing sub-decrees and IRRPP and especially the 
1995 Sub-Decree, were considered by one group to be useful as they ensured some transparency and 
budget savings as wel l  as an element o f  protection o f  the rights o f  the public and private sectors. Other 
groups felt that amendments to certain Articles in the State Finance L a w  were needed, and that the sub- 
decrees and IRRPP required updating and improving as they were not  adequately transparent or 
appropriate to the current situation in the country, nor did they provide sufficient protection for the 
private sector. 
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Other weaknesses were also perceived such as unsatisfactory enforcement, poor practices in public 
procurement by implementing units, late delivery o f  services, l imi ted human resources, time-consuming 
procedures, the excessive number o f  signatures required o n  documentation, and delays in the 
disbursement o f  payments - resulting in the loss o f  interest among suppliers and contractors. 

Overall, a sovereign procurement law was seen by the groups as desirable, particularly as it would ensure 
much greater transparency and efficiency as wel l  as more competitive bidding. However, one group 
pointed out that, under the current conditions prevailing in Cambodia, it would be diff icult to enforce and 
the 1995 Sub-Decree should therefore be updated or amended f irst.  One group noted that such a law 
would provide a stronger legal foundation for solving disputes and provide for uniformity in government 
procurement. I t  would also ensure that investing businesses derived sufficient benefit. One group noted 
that separate laws should be formulated for different types o f  procurement procedures. 

Establishing the two-tier legal fi-amework system was seen as feasible as the existing laws were 
inadequate. However, one group noted that it should not be necessary, and it was generally considered 
that establishing such a system would be a very lengthy process. Another group said that revising the sub- 
decrees and IRRPP could be carried out much faster. Other recommendations included: 

(a) Converting the 1995 Sub-Decree into a law; 

(b) Updating a l l  related sub-decrees and IRRPP; 

(c) Ensuring that a l l  related laws conformed to international standards; 

(d) Making the Department o f  Public Procurement (DPP) into an independent entity; 

(e) Ensuring that disbursement o f  payments meet the terms o f  contracts; 

(0 Strengthening the procurement capacity o f  l ine ministries and agencies; 

(g) Reduce the number o f  steps involved in procurement transactions so that l ine ministr ies and 
agencies could proceed efficiently; 

(h) Eliminating licenses that limit competition; 

(i) Developing human resources through training; 

('j) Ensuring complete transparency o f  bidding; and 

(k) Avoiding delays wherever possible and enforcing the implementation o f  the correct procedures. 
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ISSUE 2 - ORGANIZATION OF PROCUREMENT 

1. Background 

Fol lowing the adoption o f  the 1995 Sub-Decree, DPP was established under the supervision o f  MEF. The 
intention was to make DPP the focal point for monitoring a l l  public procurement, whether state- or donor- 
funded; however, in practice, DPP has been given the task o f  reviewing relatively small-scale 
procurements funded by the national budget. Several other agencies are currently carrying out 
procurement activities through a number o f  implementation procedures and approval systems. These 
include: 

(a) Three specially created divisions o f  MEF that monitor, process and approve al l  procurement 
founded by (i) the Wor ld  Bank, (ii) ADB and (iii) bilateral donors. DPP i s  not involved in 
monitoring donor-funded projects; 

(b) The Social Fund, an organization established under the auspices o f  the Prime Minister to 
implement projects that provide basic infrastructure and social facilities such as schools and 
clinics in rural areas, with extensive utilization o f  local-level procurement. The Social Fund i s  
overseen by the Council o f  Ministers, with al l  procurement monitoring and approval bypassing 
MEF and DPP; 

(c) The Commune-Sangkat Administration and Financial Management System, which i s  an 
initiative formalized under Sub-Decree o f  April 2, 2002, in l ine with the Government’s 
deconcentration policy. Communes prepare and implement their own Commune Development 
Plans including components such as schools, clinics and roads through government budget 
allocations supplemented by funds raised at the commune level. Commune Councils are 
responsible to the Ministry o f  Interior and are overseen by a central Commune-Sangkat 
Secretariat. The IRRPP formalizing the commune system states that procurement procedures 
must comply with the 1995 Sub-Decree; however, in practice, the Commune-Sangkat 
Secretariat has adopted i t s  own procurement guidelines. Whi le those guidelines are basically 
sound, they differ in several aspects f rom the 1995 Sub-Decree and i t s  supporting IRRPP. In 
practice, procurement bypasses MEF/DPP ; and 

(d) BOT, concessions and other variants o f  privatization projects. Under the 1998 BOT Sub- 
Decree such projects and contracts are subject to the approval o f  the Cambodia Development 
Council, the Council o f  Ministers and the l ine agency concerned; however, in practice, the 
decision i s  frequently made at the highest level o f  government. 

2. Topics discussed 

The five groups were asked to consider: 
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(a) The potential benefits o f  having a single agency monitor al l  public procurement throughout 
Cambodia; 

(b) What other dutieshesponsibilities such an agency should be given in addition to monitoring 
procurement; 

(c) Whether it would be practical, in view o f  the fact that several agencies were currently involved 
in monitoring procurement, to establish a single, overall procurement monitoring agency; 

(d) H o w  long it would take to set up such an agency; 

(e) The structure that should be adopted by such an agency and h o w  it could draw on the 
experiences o f  the various agencies currently involved in procurement; and 

(f) To whom should the agency be responsible. 

There was a general consensus among the groups that a single monitoring agency for a l l  public 
procurement in Cambodia would be more efficient. I t  would generate greater confidence among domestic 
and international private sector companies, ensure uniformity o f  procurement procedures, and reduce the 
burden o n  the national budget. The establishment o f  a single agency would provide a better legal status 
and stronger foundation than the existing system. 

A single agency could be effective in other areas such as screening bids, monitoring actual 
implementation in terms o f  the agreed contract, undertalung negotiations, avoiding duplication in 
procurements, the qualifications o f  suppliers and contractors, assisting in annual budget preparations, 
establishing and managing a database, reviewing procurement arrangements for loans, supervising a l l  
disbursements and budget utilization, and strengthening human resources through, for example, regular 
training courses. 

On the question o f  whether setting up a single agency was a practical proposition, a l l  the groups said it 
was needed and could be accomplished. The point was also made that the agency should be an 
independent entity with sufficient authority to fully meet i t s  mandate. In one group, a private sector 
representative emphasized that forming such an agency would be crucial. The fact that several agencies 
currently undertook procurement activities through different implementation procedures and approval 
systems was discouraging for the private sector, since that had led to confusion and a lack o f  
transparency. Therefore, to ensure private sector interest and participation, laws were needed to  protect 
the interests o f  businesses and ensure good transparency. 

The groups estimated that the timeframe for establishing a single agency would be between two  and four 
years, depending o n  the commitment o f  the Government, Parliament and the Senate. One group noted that 
such a step might have to wait for action by the next Government. 
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Apart fi-om being an independent body, i t was suggested that the agency be made a national authority 
with responsibility for both local and international funding. One group suggested that the agency should 
be structured with separate departments for Wor ld  Bank, ADB, bilateral funding, Seila and B O T  
procurements. Another group proposed that the agency be given national authority status, to enable it to 
handle project implementation arrangements and the Commune-Sangkat Program. 

Four the groups stated that the agency should be directly responsible to MEF. However, one group noted 
that if the agency were to be given national authority status, i t should report t o  the Prime Minister. 

Issue 3 - Procurement Training 

1. Background 

In order to maximize the use o f  resources in the most efficient manner, each l ime ministry or agency 
needs to  assume responsibility for i t s  day-to-day procurement activities. However, MEF i s  o f  the opinion 
that the line ministries are not  yet sufficiently experienced and s t i l l  require supervision at a l l  stages o f  the 
procurement cycle. As a result, a l l  procurement valued at more than US$ 5,000 that i s  carried out under 
the 1995 Sub-Decree, i t s  IRRPP o f  1995 and the amendment o f  1998, i s  subject to MEF scrutiny. 

L ine ministries appoint their own committees to undertake bidding and evaluation, a l l  o f  which must 
include an MEF representative. Fol lowing vetting by DPP for state-funded projects or by one o f  the three 
special units o f  MEF for donor-funded projects , the final recommendation o n  awarding a contract must 
be approved by MEF. All contracts must be countersigned by MEF after being signed by the l ine ministry 
concerned as wel l  as the appointed contractor. 

Considerable variation was found by the Wor ld  Bank team in the level o f  understanding o f  procurement 
procedures in line ministries and their project implementation units. DPP appears to have a good 
understanding o f  the 1995 Sub-Decree and i t s  supporting IRRPP, while the three MEF special units are 
apparently well-versed in donor procedures, and the Social Fund and Commune-Sangkat Secretariat are 
continuing the training o f  their own staff and community beneficiaries in their procurement procedures. 
However, delays s t i l l  occur that are often due to inadequate knowledge in project executing agencies o f  
procurement procedures. Therefore, i t appears that the procurement s h l l s  o f  the l ine ministries and 
agencies need to be developed through further well-designed and efficiently implemented training 
programs to enable them to assume full responsibility for their procurement activities. 

2. Topics discussed 

The five groups were asked to consider: 
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(a) Whether the long-term aim should be for a l l  l ine ministries and agencies to take full 
responsibility for  the procurement requirements o f  their own projects, subject to monitoring by 
a central monitoring agency; 

(b) In what specific areas o f  procurement procedures would further training be useful; 

(c) Whether some elements o f  procurement training could be started n o w  or whether i t would be 
better to wait until the proposed revision to the 1995 Sub-Decree and the 1998 RRF'P (as 
detailed under Issue 1) were put in place; 

(d) Giving some recommendations o n  how a procurement program should be structured and 
implemented; and 

(e) Whether Cambodia was ready to establish a procurement training center, as had already been 
done in many countries, and, if so, what type o f  institute would be appropriate. 

Four o f  the groups said that the line ministries and agencies should take full responsibility for 
procurement activities within their own projects with close monitoring by a central agency, as this would 
provide many benefits. One group suggested that al l  procurements o f  similar materials, supplies and 
services could be undertaken by the central monitoring agency as that would allow further savings. 
Another suggestion was for MEF to deal with the financing aspects. One group noted that central agency 
approval should also be given in cases where projects involve procurement valued at more than Riel  50 
mi l l ion.  One group stated that for the time being, the l ine ministries and agencies should not be given full 
responsibility at the provincial and municipal levels due to: (a) limited capacity o f  human resources; (b) 
the procurement system had only recently been established; and (c) frequent problems with cash f low for 
making disbursements and other payments. It was also pointed out that capacity building was required, 
particularly in MEF. 

The five groups were unanimous in their opinions that further training was required for personnel f rom 
procurement agencies and the private sector who are involved in procurement activities, particularly those 
related to goods, services and specialist applications. Refresher courses were needed o n  database 
establishment and management, communications systems and information technology, screening o f  
qualifications o f  subcontractors and evaluators, improving procurement procedures, (especially for  
evaluation and contract awarding in major projects) and English language. Courses were also needed o n  
new procurement systems such as e-procurement. Training was seen as crucial to ensuring that qualified 
technical personnel were involved in large c i v i l  works projects and specialized purchases. One group also 
noted that the Social Fund needed assistance in improving communications with regard to improving the 
screening o f  procurement documents as wel l  as expanding the variety o f  such documents to  cover special 
supplies such as medicines. Therefore, specialists such as doctors should be included in training o n  
procurement procedures so that they could participate in evaluation panels. 
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With regard to starting procurement training n o w  or waiting for revisions to the 1995 Sub-Decree and the 
1998 IRRPP amendments, the groups were unanimous in their views that training in at least some 
elements should begin immediately, based o n  existing legislation. That would enable the officials 
concerned to quickly begin correcting/amending procurement procedures, thus ensuring that international 
loans were uti l ized efficiently and the needs o f  the population were met. 

With regard to the issue o f  recommendations on how a procurement training program should be 
structured and implemented, i t  was emphasized by a l l  groups that training was required for full-time 
procurement personnel at both the central and local levels, and should include project programmers and 
beneficiaries. In particular, the training courses should cover (a) long-, medium- and short-term 
procurement procedures, (b) decentralization (to include rural communities), (c) the strengthening o f  
knowledge and capacity o f  procurement personnel, (d) training o f  trainers, who would then train 
procurement staff o f  the l ine ministries and agencies as wel l  as related autonomous procurement bodies, 
and (e) proficiency in the use o f  the English language. Training should be financed by grants, not  loans. A 
uni form Wor ld  BanWADB training program would need to be established. 

On the issue o f  setting up a procurement training institute, four o f  the groups were o f  the opinion that 
steps towards this objective should be started now. I t  might be possible to use the faculty o f  an existing 
higher education facility. However, a careful appraisal and selection o f  such facilities should f irst be 
carried out, and any related educational training at those facilities should be integrated when establishing 
the institute. The training should cover al l  aspects o f  procurement, including funding by international 
donors and local legislation. One group said that current conditions in Cambodia were not yet suitable for 
establishing such an institute and that, in the interim, use could be made o f  the MEF’s own institute. It 
was also noted that DPP was planning to provide training courses for procurement officials. 
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Written Responses a/ on Flip Charts to 
Discussion Points on Issue 1 -Legal Framework 

Group 1: 

(a) The benefits are: 
(i) Some savings made 
(ii) 
(iii) 
(iv) 
(v) 
(vi) 

(vii) 
(viii) 

(ix) 
(x) 

Local  communities contribute through participation 
Services and economy channelled to specific localities 
Development at the local/rural level 
Support for government policy on poverty reduction 
Increased participation o f  the private sector 
Lower expenditures, but quality maintained 
Strengthening o f  expertise in the private sector 
Good governance o f  the State 
Increased investments by the private sector 

(b) Independent law: 

(i) Ensures benefits for investing f i r m s  
(ii) Provides uniformity o f  governance 
(iii) Provides legal basis for solving disputes 

(c) I t  should not be necessary. 

Group 2: 

(a) The benefits are: 
(i) Some savings made 
(ii) 
(iii) 
(iv) More bidders 

Quality, appropriateness and timeliness achieved and maintained 
Trust o f  the public and donors gained 

(b) Very useful 

(c) I t  can be but it will take a long time to prepare and implement. 

(d) The difference i s  that the Sub-Decree and IRRPP can be revised in a shorter period. 

(e) Update or amend the 1995 Sub-Decree first. 

(0 It  should be expanded. 

N o t  a l l  o f  the f ive Break-Out Groups responded to a l l  o f  the discussion points. Group 3 gave a verbal 
presentation that i s  covered in the preceding “Record o f  Presentation by Break-Out Groups”. 
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Existing Sub-Decree does not carry full legality 

DPP i s  not  an independent body 

Group 4: 

Civ i l  rights enforced in trade and industry 
Good economic principles o f  a market economy 
practiced through competitive public bidding 
Contributes to the poverty reduction program o f  
the Government 

Strengthens laws 

(a) There should be a sovereigdindependent l aw  o n  public procurement. However some 
amendments to some Articles in the State Finance L a w  should be proposed. The new law  should 
cover a l l  procurement procedures. (This  will take a long time to become successful.) 

Delayed disbursement o f  payments 

(b) For  the time being, improvements and supplements should be made to  the 1995 Sub-Decree and 
existing IRRPP so that they are appropriate to the current situation. 

(c) There should be a reduction in procurement transactions passed to l ine ministries and agencies so 
that they can proceed with their appropriate procurement activities. 

Group 5: 

brengths 1 Weaknesses I 

kransparency and effectiveness ensured I L imi ted human resources I 

Recommendations: 

1, Establish a legal framework. 
2. Make DPP independent. 
3. Disbursement o f  payments should meet contract terms. 
4. Develop human resources. 
5 .  Strengthen the procurement capacity o f  l ine ministries and agencies. 
6. Eliminate licenses that limit competition. 
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ADB Bilateral funds Commune- Build-Operate- 
Sangkat Transfer 

Written Responsesb/ o n  Flip Charts to 
Discussion Points o n  Issue 2-Organization o f  Procurement 

Group 1: 

(a) Benefits o f  having a single agency to overview (monitor) a l l  public procurement throughout 
Cambodia are: 

(i) 

(ii) 
(iii) 
(iv) Rapid updating o f  information. 

I t  will be easier to enact and implement laws, and ensure uniformity and individual 
principles; 
DPP should mobilize procurement transactions; 
Easier procedures and processing for businessmen; 

(b) Apart f rom monitoring procurement, other duties o f  the single agency should include studies and 
price estimations, collection and compilation o f  documents, and preparation o f  reports. 

(c) N o t  until there i s  a sovereigdindependent law o n  procurement. 

(d) The timeframe depends on the commit o f  the Government, Parliament and Senate. However, i t 
will probably take 2-3 years. 

(e) The structure should be along the fol lowing lines: 

(0 It  should be responsible to MEF. 

Group 2: 

(a) This single agency would ensure uniformity o f  procedures and methods o f  processing for public 
procurement, making implementation easier. 

(b) The additional duties o f  the single agency should include: 

bi N o t  a l l  o f  the five Break-Out Groups responded to a l l  o f  the discussion points. Group 5 gave a verbal 
presentation that i s  covered in the preceding “Record o f  Presentation by Break-Out Groups” 
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(i) 

(ii) Provide regular training courses. 

Screening and evaluating project quality, prices etc., to ensure appropriateness and 
practicality before submitting for approval and disbursement o f  payments; 

(c) and (d). Yes, it can be achieved but it will take a long time to process and succeed. 

(e) I t  should be responsible to MEF. 

Group 3: 

(a) The benefits o f  having such an agency are: 

(i) 
(ii) 
(iii) 

Personnel trained in the right areas o f  professional expertise; 
Mobil ization o f  coordinated responsibilities (no duplicated projects); 
Database and prices etc. are made manageable (prices not differing greatly). 

(b) Apart f rom monitoring procurement, the other duties o f  the single agency should include annual 
budget planning. 

(c) I t  should be possible to set up a single agency. 

(d) I t  will take at least one year. 

(e) and f. It should develop a general system that i s  under the supervision of, and responsible to, the 
Ministry o f  Economy and Finance. 

Group 4: 

(a) The benefits o f  having such agency are: 
(i) Making savings for the national budget; 
(ii) Gaining the t rus t  o f  the local and international private sectors; 
(iii) Provides a contribution to the strengthening o f  the law; 
(iv) Efficient monitoring, n o  duplication and avoidance o f  confusion. 

(b) Additional duties o f  the single agency should include: 

(i) Overseeing procurement; 
(ii) Monitor ing actual implementation against approved contracts. 

(c) A single agency for procurement i s  needed. 

(d) We should use the existing structure developed in accordance with the requirements o f  the 1995 
Sub-Decree. 

(e) The single agency should be responsible to MEF. 
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Written ResDonsesc’ on Flip Charts to 
Discussion Points on Issue 3 - Procurement Training 

Group 1: 

(a) W e  agree with the idea that the line ministries and agencies should take full responsibility for 
procurement for their own projects and be monitored by a central agency for specific project 
procurement activities. The monitoring will contribute to ensuring that procurement provides 
benefits such as better prices, quality and budget savings. 

(b) Further assistance i s  needed in the following areas: 

(i) Computer databases that contain detailed l is ts  o f  prices; 
(ii) Appropriate communication systems using modem technology that meets 

international technology standards; 
(iii) Improved procurement procedures, especially for  evaluation and contract awarding, 

for example, for supplying medicines, and other major projects; 
(iv) Screening the qualifications o f  subcontractors and evaluators. 

(c) W e  should not wait as training wil l assist in responding effectively to the needs o f  the population 
and in uti l izing international loans efficiently. 

(d) Training programs should be conducted for procurement officers at a l l  levels including: 

(i) Training on procurement for beneficiaries and project programmers; 
(ii) Training on respective specialties and English-language proficiency; 
(iii) Training o n  centralization and decentralization procurement processes and procedures. 

(e) Cambodia i s  ready for the establishment o f  such an institution, national authority, or department. 
Once the related laws are put into effect, implementation can begin immediately. 

Group 2: 

(a) A monitoring system operated by a central agency i s  needed in conjunction with: 

(i) The l ine ministries and agencies taking full responsibility for  procurement for their own 
projects as per project prices in accordance with the IRRPP requirements; 

(ii) The line ministries and agencies should combine procurements o f  similar materials, 
supplies, services etc. so that a single procurement can be made by the central agency in 
order to achieve better savings. 

‘’ N o t  a l l  o f  the f ive Break-Out Groups responded to  a l l  o f  the discussion points. Group 5 gave a verbal 
presentation that i s  covered in the preceding “Record o f  Presentation by Break-Out Groups” 
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(b) Refresher training courses should be held o n  a l l  elementdareas o f  procurement procedures. 

(c) The training program should be implemented without hr ther  delay. Whenever there are revisions 
to the 1995 Sub-Decree and i t s  IRRPP, additional training courses must be organized. 

(d) Long-, medium- and short-term training courses are needed ,on procurement. They should 
conform to the current system. 

(e) Cambodia is, to some extent, ready for such approach. However, careful appraisal and selection i s  
needed o f  the feasibility o f  using existing higher education facilities as wel l  as the integration o f  
any training courses on procurement at those facilities. 

Group 3: 

(a) For  the time being, the l ine ministries and agencies should not be given full responsibility at the 
provincial and municipal levels for the following reasons: 

(i) Limited capacity o f  human resourceshtaff members; 
(ii) The procurement system i s  newly established; 
(iii) The cash f low for clearing disbursements o f  payments i s  often a problem. 

Therefore, monitoring by a central agency i s  necessary. 

(b) Further training courses o n  current and new procurement specializations. 

(c) The training program should be started immediately. 

(d) Short-term training courses (especially on local and international procurement procedures) are 
needed in order to strengthen the knowledge and capacity o f  a l l  procurement staff. 

Group 4: 

(a) W e  agree with the idea that the l ine  ministries and agencies should take full responsibility for 
procurement for their own projects, subject t o  monitoring by a central agency. Projects costing 
more than Riels 50 mi l l ion should also be approved by the central agency. 

(b) Training courses are needed for procurement officers in al l  areashpecializations o f  procurement. 

(c) Some elements o f  training should be started now.  

(d) The training programs o n  procurement should include: 

(i) Selected procurement officers f rom agencies and the private sector, who have been trained 
at MEF; 
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(ii) If possible selected staff members f rom government agencies and the private sector should 
spend ha l f  a day, every day, attending a one-week workshop on, for  example, procurement 
knowledge; 

(iii) Separate training courses for five full days (for example, for staff o f  provincial government 
and the private sector) should be conducted at MEF; 

(iv) Those staff formally trained in procurement should not  be transferred to other jobdtasks. 

(e) Cambodia i s  not  ready to implement a long-term sustainable procurement training program. In 
order for a long-term training program on procurement to be sustainable, i t should use: 

(i) The MEF institute to provide regular long-term training courses; 
(ii) Professional procurement experts. 

Group 5: 

(a) W e  agree with the concept. In reality, we have been implementing public finance reforms based 
o n  decentralization and de-concentration o f  centralization. 

(b) Additional training courses are needed on: 

(i) Information technology, focusing particularly o n  database development; 
(ii) Public procurement (ICB, DCB); 
(iii) English-language proficiency. 

(c) Some o f  training elements should be started now. 

(d) Procurement officers f rom DPP should be trained as trainers. They should then be made 
responsible for  providing training courses for procurement officers at a l l  levels in the l ine 
ministries and agencies as we l l  as other autonomous agencies. 

(e) Cambodia i s  not  yet ready to implement such an approach. 
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CAMBODIA - COUNTRY PROCUREMENT ASSESSMENT REPORT 

ANNEX C - PRINCIPAL PERSONS MET 

* Denotes attendance at the CPAR Workshop in Phnom Penh, April 1-2,2003 

NAME POSITION / ORGANIZATION 

Government Officers 
H.E. Keat Chhon 

H.E. Sam Sok Phal 

Mr. Phay Sok Kheng 

H.E. Dr. Aun 
Pommoniroth 

H.E. Vongsey Vissoth 

H.E. Chou Vichith 

Mr.Chhay Vuth 

Mr.Chan Sothy 

Mr.Cheap Davuth 

Mr.Men Ses 

Mr.Vong Rodavuth 

Mr.Huot Vathna 

Mr.Em Khinvorak 

Mr.Ngann Phirum 

Mr.Ngoun Meas 

Mr.Touch Bopha 

Mr.San Narin 

Mr.Thao Sokmuny 

Mr. Tauch Chan Kresna 

Mr. Yong Sy 

Mr. Hou Kunvuth 

Mr. Por Yutha 

H.E. Chan Tong Iv  

H.E. Ung Phirun 

H.E. Lar Narath 

* 
* 
* 
* Secretary General, MEF 

Senior Minister, Ministry of Economy and Finance (MEF) 

Vice Chairman, Council o f  Jurists, Council o f  Ministers 

Assistant to Vice Chairman, Council o f  Jurists, Council o f  Ministers 

* 
* 
* 
* 
* 
* 
* 
* 
* 
* 
* 
* 
* 
* 

Deputy Secretary General, MEF 

Deputy Secretary General, MEF 

Director, DPP, MEF 

Director, DIC, MEF 

First Deputy Director, DPP, MEF 

Deputy Director, DPP, MEF 

Deputy Director, DPP, MEF 

Deputy Director, DPP, MEF 

Deputy Director, DPP, MEF 

Chief o f  Bureau, DPP, MEF 

Chief o f  Bureau, DPP, MEF 

Chief o f  Bureau, DPP, MEF 

Chief o f  Bureau, DPP, MEF 

Chief, WE3 Unit, Department o f  Intemational Cooperation (DIC), MEF 

Deputy Chief, WE3 Unit, DIC, MEF 

Deputy Chief, WB Unit, DIC, MEF 

Chief o f  ADB Unit, DIC, MEF 

Chief o f  Bilateral Unit, DIC, MEF 

* 
* 
* 

Chief o f  PEAC, Ministry o f  Agriculture, Forestry & Fisheries 

Chief o f  PEAC, Ministry o f  Health 

Chief o f  PEAC, Ministry o f  Post ,Telecom 

c-1 



Cambodia CPAR 
Annex C 

H.E. Chi Sona 

H.E. Chum Bun Rong 

H.E. Dr Ung Phyrun 

H.E. Bun Sok 

H.E. Chhay Aun 
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Dr. Kuyseang Te  

Mr. H e  Semen 

Mr. Sam Sary 

Mr. Sam Say 

Mr. Chhin K o n g  Hean 

Mr. Phang Sam 

Mr. Yim Samorn 

Mr. Pak Chanroth 

Mr. S o m  Punary 

Mr. Bun Thong 

Mr. Pin Kocun 

Mr. Pang Limhong 

Mr. Mun Li roth 

Mr. Nguon Yun 

Mr. M a  Sunhuoth 

Mr.Kong Sam Aun 

* 
* 

Chief  o f  PEAC, Ministry o f  Rural Development (MRD) 

Director General, Social Fund o f  the Kingdom o f  Cambodia 

Secretary o f  State, Ministry o f  Health 

Under Secretary o f  State, Ministry o f  Education, Youth & Sports 
(MOEYS) 

* Director General, M O E Y S  

Under Secretary o f  State, MRD 

* Deputy Director, MRD 

* 
* 
* Chief  o f  PU, MAFF 

Chief  o f  PU, Ministry o f  Agriculture, Forestry & Fisheries (MAFF) 

Chief  o f  PU, Ministry o f  Commerce 

Director General, Engineer o f  Forestry Sciences, MAFF 

* Chief  o f  PU, M O E Y S  
* Vice Chief o f  PU, M O Y E S  
* 
* 

* 
* 

* 
* 
* 
* 
* 
* 
* 
* 
* 
* 

Chief  o f  Technical Office, M O Y E S  

Chief  o f  PU, Ministry o f  Health 

Director General o f  Administration & Finance, Ministry o f  Health 

Vice Chief o f  PU, Ministry o f  Environment 

Chief  o f  PU, MRD 

Director, Supply & Finance Department, MRD 

Director o f  Public Works, Ministry o f  Public Works & Transport 

Vice Chief  o f  PU, Ministry o f  Public Works & Transport 

Chief  o f  PU, Ministry o f  Women’s Affairs 

Chief  o f  PU, Ministry o f  Indutry 

Chief  o f  PU, Phnom Penh Municipality 

Chief  o f  PU, Sihanoukville 

Chief  o f  PU, Siam Reap Province 

Chief  o f  PU, Kampong Chlmang Province 

Chief  o f  PU, Kampong Cham Province 

Chief  o f  PU, Kandal  Province 

Chief  o f  PU, Port o f  Sihanoukville 

* Director o f  Finances, Ministry o f  Women’s Affairs 

c-2 



Cambodia CPAR 
Annex C 

Mr. Ly Sam 01 
Mr. Ek Chantha 

PIU Staff of WB-financed 
Projects 
Mr. Ly Sakma 

Mr. Jeremy Purce 

Mr. Tes Rukhaphal 

Mr. Sergei Stadnitski 

Dr. Sin Vaida 

Mr. Grant Murdoch 

Mr. Ou Eng 

Mr. Uy Vengky 

Dr. Renato Lee 

Ms. Joanne Morrison 

Mr. Julian Abrams 

Ms. Sirithom 
Saengsawang 

ADB 
Mr. Anthony Jude 

Mr. Nida Ouk 
Mr. Pheng Sivicheano 

Ms. Thep Sohni 

Mr. Sinn Chan Serey Vutha 

Mr. Chan Sodavuth 

Other Donor Agencies 

Mr. James Brew 

Ms. Karla Quizon 

Mr. Joe Mart in 

* 
* 

Chief  o f  Financial Control, Ministry o f  Health 

Chief  o f  Financial Control, Ministry o f  Education 

Procurement Officer, Forest Concession Management & Control Pi lot  
Project 

Procurement Advisor, Agriculture Productivity Improvement Project, 
MAFF 

Chief  o f  Procurement, General Secretariat, Council for the 
Demobilization o f  Armed Forces, Office o f  the Council o f  Ministers 

Management Consultant, General Secretariat, Council for the 
Demobilization o f  Armed Forces, Off ice o f  the Council o f  Ministers 

Deputy Director, Department o f  Potable Water Supply, Ministry o f  
Industry, Mines & Energy (MIME) - Cambodia Urban Water Supply 
Project 

Consultant Team Leader, Cambodia Urban Water Supply Project 

Director o f  PIU, Education Quality Improvement Project 

Chief  o f  PIU, Disease Control & Health Development Project 

Consultant Team Leader, Flood Emergency Rehabilitation Project 

UNOPS Operation Advisor, R G C  Commune-Sangkhat Program 
UNOPS Infrastructure Advisor, RGC Commune-Sangkhat Program 

Procurement Chief, Land Management & Administration Project 

* 

* 
* 
* 

Deputy Head, ADB Resident Mission, Phnom Penh 

Program Officer, ADB Resident Mission, Phnom Penh 

ADB PIU, Ministry o f  Public Works & Transportation 

ADB PIU, Ministry o f  Public Works & Transportation 

* ADBPIU,SSCA 

* ADBPIU,EDC 

Private Sector Specialist, IFC, Phnom Penh Off ice 

Financing Specialist, Mekong Project Development Facil ity (IFC 
initiative) 

Accounting Consultant, WHO 
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Private Sector 
Mr. Sok Kong 

Mr. Nang Sothy 

Mr. Bretton Scarioni 

Mr. Sok Kong 

Mr. Mong Rithy 

Mr. Sok Hou Sambath 

Mr. Sat Navy 

Mrs. Keo Malee 

Mr. Yves Sir 

President, Phnom Penh Chamber o f  Commerce 

Deputy Secretary, Phnom Penh Chamber o f  Commerce 

Hon President, International Chamber o f  Commerce 

Managing Director, Sokimex Co Ltd 

Managing Director, Mong Rithy Group Co Ltd 

Assistant Director, Mong Rithy Group Co Ltd 

Managing Director, Navy Garment Co Ltd 

Managing Director, Keo Malee Import-Export Co Ltd 

General Manager, Khaou Chuly Group (Construction) 

* 
* 
* 
* 
* 
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CAMBODIA - COUNTRY PROCUREMENT ASSESSMENT REPORT 

ANNEX E - LEGAL PROVISIONS FOR PROCUREMENT IN IDA CREDIT 

The following provisions shall be included as an attachment to Schedule 3, Procurement, in 
the Development Credit Agreement and shall apply in respect o f  (i) contracts for  goods and works 
financed under the Project and procured according to national competitive bidding procedures; and 
(ii) contracts for  consultants' services financed under a project. 

A. Contracts for goods and works 

(a) Foreign suppliers and contractors f rom eligible countries shall, if they are interested, 
be allowed to participate without being required to associate or form jo in t  ventures with local 
suppliers or contractors. 

(b) Prior registration shall not  be a requirement to participate in bidding procedures; but 
it may be required in the case o f  a selected bidder as a condition o f  signing a contract. 

(c) Pre-qualification o f  contractors shall be required for competitive bidding in the case 
o f  large or complex works; in a l l  other cases, pre-qualification shall only be required in justifiable 
cases and with the prior approval o f  the Association. 

(d) When pre-qualification i s  required, the evaluation methodology shall be based o n  
pasdfail criteria relating to the f i rm's  experience, technical, financial, physical and human resource 
capacities. 

(e) A public bid opening ceremony shall take place immediately after the deadline for 
presentation o f  bids, and without any intervening time lag, and, during such public bid opening 
ceremony, bids shall be opened and read out in public, and in the presence o f  bidders' representatives 
who wish to attend. 

(0 In al l  cases, the award shall be made to the lowest evaluated responsive and 
complying bid and, except with the prior approval o f  the Association, n o  negotiations shall take 
place with any bidder pr ior  to the award, even when a l l  bids exceed the cost estimates. 

(g) In the case o f  a l l  contracts with a duration in excess o f  18 months, bidding 
documents shall allow for price adjustment formulae. 

(h) Bidders, who disagree with arithmetic corrections made by the evaluating committee 
during the evaluation stage, shall not  be allowed to withdraw their bids without forfeiting their bid 
security. 

(i) The Association reserves the right to require that a l l  contracts under national 
competitive bidding procedures financed by the Association, include a provision requiring suppliers 
and contractors to permit the Association to inspect their accounts and records relating the 
performance o f  the contracts and to have them audited by auditors appointed by the Association. 
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B. Contracts for Consultants’ Services 
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(a) If negotiations with the selected consulting firm ranked f i rst  do not result in a 
contract, the Borrower shall terminate negotiations with that firm and immediately proceed to 
negotiate a contract with the second ranked firm. 

(b) Subject to prior approval o f  the Association, price may be used as a factor in the 
evaluation o f  consultancy proposals. 
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CAMBODIA - COUNTRY PROCUREMENT ASSESSMENT REPORT 

ANNEX F - MULTI-LATERAL DEVELOPMENT BANK DISCUSSIONS & 
RECOMMENDATIONS ON CONTRACTORS’ & SUPPLIERS’ REGISTRATION SYSTEMS 

Below are listed several specific aspects o f  registration systems for contractors and suppliers that 
were discussed during 2002 by a Working Group among the multi-lateral development banks (mldb), and 
the common approach recommended. 

REGISTRATION OF BIDDERS 

There was general agreement that registration o f  bidders as a condition o f  bidding i s  not  good 
practice and a l l  mldbs do not accept i t for ICB.  However, i t i s  a very common practice in many countries 
to have registration pr ior  to bidding as a due diligence process for screening bidders’ legal and fiscal 
capacity. Some countries also use registration as a means for prequalification, especially for c i v i l  works. 
Mandatory registration i s  a cumbersome procedure which does not reflect changes in capacity achieved 
by potential candidates. Consequently, when mandatory registration i s  used, it i s  critical to conduct i t 
rigorously and immediately respond to any request for registration or registration updating. 

Some specific points: 

1. National Registration o f  Bidders: 

0 Acceptance: The issue i s  the transparency o f  the process. Mldbs will need to assess the system 
used, especially in respect o f  i t s  transparency, and be assured that it i s  not  discriminatory against 
any prospective bidder. 

0 Centralized or bv agency: The registry may be centralized or decentralized, provided the system 
i s  acceptable to the mldbs. 

0 Foreigners and national bidders: The third issue i s  o n  h o w  to include foreigner bidders in the 
registry. Foreign bidders should be allowed to  register. However, when a bidding process takes 
place, foreign bidders should be allowed to bid, even without registration, leaving registration 
until after award and before signature o f  contract. 

2. Requirements 

0 Legal and commercial status: this i s  the basic information for registration. Ideally this, minimum 
information could be the basic requirement. 

0 Fiscal status: Some countries require bidders to keep their fiscal situation up-to-date in the 
registry. This i s  an additional burden but in some countries mandated by law. This can be 
accepted. 

0 Financial qualification: Some countries require this information for qualification o f  bidders. 
Since financial qualification i s  specific to each bidding process, this i s  not  good practice. If used, 
i t should be restricted only to c i v i l  works contracts and should not  be generalized in the registry. 
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0 Technical qualification: Same as for the above financial qualification. 

3. Registry 

0 H o w  to register: Mldbs should have an assessment on the registration procedures before 
accepting it. Bidders should be allowed to register by mai l  and, if the conditions in the country 
allow, through the internet. 

0 Frequency o f  up-dating: Registration should remain permanently open to bidders to be able to 
register or to update their information at any time and at their will. N o  deadline for specific 
bidding processes should be imposed. 

0 Time taken for registration: should be reasonable 

0 Registration should not be used as a substitute for advertisement when open competition i s  
required. However, when advertising for c iv i l  works, borrowers could indicate the required 
minimum category o f  contractor specified in the registration system. 

F-2 



Cambodia CPAR 
Annex G 

CAMBODIA - COUNTRY PROCUREMENT ASSESSMENT REPORT 

ANNEX G - EXAMPLES OF RECENT AND DIRECTLY AWARDED BOT/CONCESSION 
CONTRACTS 

Some recent examples o f  BOT/concession contracts in Cambodia are given below. 

0 One o f  the largest national companies has acquired a multitude o f  concession contracts and jo in t  
ventures with R G C  in recent years. It i s  currently active in several RGC supply concessions, such as 
uniforms, foodstuffs and petroleum distribution, and operates the o i l  terminal at Sihanoukwlle with a 
Japanese partner. I t s  investments also cover import-export, rubber, transportation, real estate and 
several tourism ventures, such as the ticket collection at Angkor Wat. I t  i s  reported that most o f  the 
concessions have been granted through direct negotiations. 

0 A French-Malaysian jo in t  venture has been granted long-term concessions to operate Cambodia’s 
two international airports, Phnom Penh and Siem Reap. The concessions were negotiated directly 
and appear to grant the jo in t  venture the right to veto other airport development projects. 

A leading Thai company has been given a directly negotiated concession to operate Cambodia’s air 
traffic control system for the next 15 years. 

0 A concession has been recently awarded to a national company to manage and maintain Route No. 4, 
the existing road linking Phnom Penh to the deep-sea port at Sihanoukville, which handles about 70 
per cent o f  the country’s exports and imports. Widespread concern has been expressed at the high 
level o f  the tolls, particularly as the only alternative routes to the port are an inefficient railway line 
and a secondary unpaved road. 

0 Concerns have been raised by the business community related to a directly-awarded concession to 
install and operate a container scanner at Sihanoukville port  which i s  n o w  compulsory for  a l l  
outgoing and incoming containers. 

0 Several logging concessions have been awarded through direct negotiations. Deforestation o f  
Cambodian forests i s  a national concern. R G C  has stopped awarding new concessions for logging 
and i s  in the process o f  carrying out a review o f  the role o f  the forestry sector in the country’s 
economy. 
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ANNEX H - RGC PROCUREMENT STAFF QUESTIONNAIRE WITH SUMMARY OF 
RESPONSES 

Project: 
IDA Credit No: 
Name of person completing questionnaire: 
Position on project: 

Responses summarised below are based on answers supplied by PIUs o f  IDA credits, RGC staff involved 
in procurement, other donor agencies and their project staff, and some private sector suppliers, contractors 
and consultants. 

1. Are you aware of Government laws, rules, regulations and World Bank guidelines applying 
procurement on your project? Yes / No 

100% of respondents said yes. 

If yes, please identify the laws, rules, regulations and guidelines that apply. 

However, only 25% of respondents correctly quoted the most important guidelines, rules 
and regulations. 

Q2. Do you fully understand the above laws, rules, regulations and guidelines? 

About 75% claimed full understanding and 25% less than full. 

Q3. In the last five years, how many days of formal training have you received on 
procurement? 

10% of respondents said none 
50% of respondents said 0-2 days with some on-the-job experience 
40% of respondents said 10 days or more, the highest being 60 days 

Q4. Is procurement monitoring and administration on your project computerized or carried out 
manually? 

45% said computerized 
45% said manual 
10% said a mixture of both 

Q5. Are procurement activities on your project incorporated into overall detailed planning of 
project implementation, such as the critical path method? 

40% said yes 
60% said no (or dealt with separately as a Procurement Plan) 
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36. Does your project utilize the World Bank's standard bidding and contract documents for 
goods, works and other types of contract? 

70% - yes, for IDA-funded credits 

If not, are your documents based on other international formats? Please define. 

30% - for small contracts under the Social Fund and NE Village Development projects, 
hybrid documents have been developed and approved by WB staff. 

Q7. What are typical or average procurement times on your project for: 
Misunderstood 1 
(A) Consultant services: 

From inviting expressions of interest to finalizing shortlist for: 

Individual consu I tan ts? = %-I% months, average 1 month 

Consultant companies? = 1%-3% months, average 2% months 

From issuing Request for Proposals to signing the contract? = 

Individual consultants? = 

Consultant companies? = 

(B) SUPD~Y of soods 

From issuing the bidding docurr t t 

2-3 months, average 2% months 

4%-7 months, average 5% months 

signing the contract? 

International Competitive Bidding? = 

National Competitive Bidding? = 

International Shopping? = 

National Shopping? = 

4-7 months, average 5% months 

2-3% months, average 3 months 

1%-3 months, average 2 months 

%-2 months, average 1 month 

[Q7 continued]. What are typical or average procurement times on your project for: 

(C) Works (construction contracts) 
International Competitive Bidding - with prequalification? = - 4 months (rarely used) 

International Competitive Bidding - without prequalification? = 3-12 months, average 8 m 

National Competitive Bidding? = 2-5 months, average 3% m 
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PRE-QUALIFICATION - 
Q8. Has your project utilized the pre-qualification process for bidders? For what types of 
con tract: 

(A) Consultant services? - all projects shortlist consultants 

(B) Supply of goods? - none 

(C) Construction works? - very rarely used 

Q9. Do you utilize standard pre-qualification documents? 

- all said yes (when PQ used) 

QIO. Where do you advertise for pre-qualification? 

- Khmer and English language newspapers 

Q11. What is the normal period allowed for the submission of applications? 

- between 3-6 weeks 

Q12. Do the pre-qualification documents require applicants to submit detailed financial data on 
the status of their company? 

- all said yes 

Q13. Is financial data reviewed in detail during evaluation to determine whether the company 
has the financial capacity to undertake the work? 

- all said yes 

Q14. How long does the prequalification process normally take, including evaluation of 
applications and approval by project authorities and the World Bank? 

- Average of 2-3 weeks after submission of applications 

BIDDING 
Q15. Where pre-qualification has not been carried out, where do you advertise for bids? 

- all said Khmer and English language newspapers 
- some said United Nations Development Business 
- some said executing agency notice boards 
- some said provincial government notice boards 
- some said district office notice boards 
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Q16. Do you hold a pre-bid conference and circulate detailed minutes to all bidders? 

- 20% said yes, for big or complicated projects 
- 80% said never 

Q17. Do the companies bidding for contracts clearly understand the Instructions to Bidders 
including the evaluation criteria that will be applied? 

- 20%saidyes 
- 40% said yes, because Khmer translation is provided 
- 40% said not all understand due to language problems 

Q18. On average, how many queries do you receive from all bidders during the bid period: 

A. If you have previously held a pre-bid conference? 

- upto10 

B. If you have not held a pre-bid conference 

- usually very few (2-3) 

Q19. Do you answer all queries promptly in writing and copy the answers to all bidders? 

- all said yes but 25% say their answers are often given verbally, not 
always circulated to other bidders and records are not always kept 

Q20. Do you keep an accurate record of all queries and answers for use by those carrying out 
bid evaluation? 

- 75% said yes 
- 25%said no 

Q21. If the bid documents require to be modified during the bid period, do you grant an 
extension to the bidding period? Never? Sometimes? Always? 

- 80% said sometimes 
- 20% said never 

I - 100% said yes I 
Q23. For ICB and NCB, do you open bids publicly and record bid prices for the public to see? 

- 100% said yes 
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Q24. How long after bid closing time are the bids generally opened? 

- 65% said immediately (within a few minutes) 
- 20% said later the same day 
- 15% said 2-3 days after bid closing 

Q25. Among ICB and NCB bidders, can you identify Government-owned companies from 
privately owned companies? 

- 100% said yes, but SOEs never bid for IC6 & NCB contracts 

Q26. How often do Government-owned companies bid for contracts on your project? 
Frequently? Occasionally? Never? 

- 100% said never for goods and works 
- 25% said that consultancy assignments are sometimes given to civil 

servants, either as individuals or as member of a firm’s team, and 
they do not always resign their government posts. 

How often do Government-owned companies win a bid? Frequently? Occasionally? Never? 

- 100% said never 

BID EVALUATION - 
Q27. Is a permanent committee established for evaluation of all bids on your project, or is a 
different evaluation committee appointed for each bid? 

- 35% said permanent 
- 65% said different committee for each bid 

Please list the organizations that committee members represent: 

- Executing agency (always) 
- MEF (always except SKFC and Commune-Sangkat projects) 
- Other agencies concerned with project (usually 1 person) 
- COM (sometimes) 
- Village Development Committees (SKFC and Commune-Sangkat) 

Q28. How many people usually sit on the evaluation committee? 

- Responses ranged from 4-8, the most common being 5-6 
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Q29. Do the evaluation committee decisions have to be (A) unanimous, (B) by majority? 

- 25% said unanimous 
- 75% said majority only 

If by majority, what percentage of members constitutes a majority? 

- Responses ranged from simple majority (>50%) to 85% 

Q30. Are evaluation committee members familiar with the requirements of the bid documents? 

- 80%saidyes 
- 20% said after training by project staff 

Are they competent in the English language? 

- 50% said yes 
- 25% said some committee members not adequately competent 
- 25% said not applicable - evaluation done in Khmer and translated 

Q31. Do evaluation committees at provincial level utilize assistance from central government 
level on bid evaluation? 

- 100% of those involved in provincial projects said almost always 

Q32. Are bid evaluations normally completed and submitted to approving authorities within the 
original bid validity period? 

- 100% said yes 

Q33. Does your project receive representations from bidders during the evaluation process 
(other than answers to requests for clarification)? Frequently? Occasionally? Never? 

- 80% said never 
- 20% occasionally 

Q34. Is a comprehensive bid evaluation report prepared, fully describing the evaluation 
process, reasons for rejecting any bid as non-responsive, how the evaluation criteria were 
applied, and how the recommended bidder's qualifications were verified? 

- 100% said yes 

Q35. Within Government, who has the final authority to approve bid evaluation? If the authority 
depends on contract value, please state the threshold values for authority to approve. Please 
state whether authority to approve is at central or provincial level. 

- there was a wide variety of answers, most saying the Project 
Director while other said MEF or COM 
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Q36. What is the average time taken to obtain final Government approval? 

- responses ranged from 1-3 weeks with an average of 2 weeks 

Q37. After sending the evaluation report to the World Bank, how long does it take on average 
before receipt of the Bank’s No Objection? 

- responses ranged from 2-4  weeks with an average of 2% weeks 

CONTRACT AWARD AND EFFECTIVENESS 
P - 

Q38. Other than contract negotiations with the selected bidder, are any other types of 
negotiations conducted with bidders, before or after selection? 

- 100% said no, except for seeking clarification of bids 

Q39. Does your project receive representations from losing bidders that delay award of 
contracts? Freq uen t I y? Occasional I y? Never? 

- 85% said never (including 15% who said that this did not arise 
because losing bidders were not advised until after a contract was 
signed 

- 15% said occasionally 

Q40. Is a check carried out on the winning bidder before award of contract to ensure that the 
information given in the bid (or pre-qualification application) is still valid? 

- 50%saidyes - 
- 30%said no 

20% said yes, if necessary 

Q41, Who signs the contract on behalf of the project authorities? Please give contract values 
that apply to each level of authority. 

- 85% said the project director if amount e US$25,000 or Ministerial 
Secretary of State if amount > US$25,000 

- 15% gave a variety of answers, including senior officials of MEF 
andlor COM 

Q42. On average, how long after receiving the Bank’s No Objection is a contract signed? 

- responses ranged from a few days up to 3 weeks, depending on 
availability of those required to sign 
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Q43. Are additional Government approvals required before contracts can be made effective? 
Please describe. 

- 70% said yes, MEF 
- 30% said no 

How long do they take on average? 

- responses ranged from 5 days to 3 weeks, with an average of 2 
weeks 

- - 
CONCLUSIONS 

Q44. From your experience, what are the major causes of delays in the procurement process? 
Please describe: 

- 

In order of the number of times mentioned: 

- - - - 
- - protests from losing bidders - obtaining tax exemption certificates 

need for MEF approvals and no objections 
inadequate experience available to prepare tec.,nical specifications 
time taken to obtain donor approval or no objection 
at provincial level, local politicians and community leaders trying to exert influence on 
the award decision 
confusion with different procedures (RGC and donor) 

Q45. Are there any obvious discrepancies between Government rules and regulations and 
World Bank guidelines that create problems? Please describe: 

60% mentioned the insistence of MEF on giving prior approval, even when contract values 
were below WB thresholds for prior review 

40% said there were no obvious discrepancies 
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Q46. In your opinion, how could present procurement procedures could be improved to speed 
up the overall process while keeping it transparent and fair to all parties concerned. 

In order of the number of time mentioned: 

reduce direct involvement of MEF and delegate more authority to line agency 
hire better qualified consultants at market charge rates to assist Plus on preparing 
technical specifications 
WB should employ procurement specialist in Phnom Penh Office 
WB should speed up issue of no objections 
training to reduce confusion of when to apply RGC and donor procedures, improve 
understanding of bid evaluation committees, improve understanding of local bidders 
simplify procedures for contractors to obtain letters of credit 
translate donor guidelines and key parts of bidding documents into Khmer 
increase threshold values for prior review 
open bids immediately after bid closing time 
eliminate influence on award decisions by local politicians and community leaders, 
particularly in the provinces 
provide greater clarity in instructions to bidders 
inform unsuccessful bidders immediately the award decision is made 
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ANNEX I - ANALYSIS OF CONTRACT AND REVIEW THRESHOLDS 
(page 4 o f  4 - Maximum Prior Review Thresholds) 

From September 2002, WE3 has adopted the following guidelines for maximum prior review thresholds 
related to the procureillelit risk assessment of the project implementing agency: 

I High risk 1 S500,OOO 1 $250,000 I $100,000 1 $50,000 I 
I Averagerisk 1 $5,000,000 I $500,000 I $350,000 I $100,000 I 
I Low risk I ~10,000,000 I $1,000,000 1 $750,000 1 $200,000 1 
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CAMBODIA - COUNTRY PROCUREMENT ASSESSMENT REPORT 

ANNEX J - OTHER RECOAMMENDATIONS TO GOVERNMENT & WB TTLS TO IMPROVE 
THE EFFICIENCY OF PROCUREMENT 

Reference para 106of the M a i n  Report, the following are secondary recommendations to (1) the 
Govemment and (2) Bank TTLs and counterpart staff preparing and implementing WB-financed projects. 

(1) OTHER RECOMMENDATIONS TO THE GOVERNMENT 

High pr ior i ty recommendations may be found in the main report, para 106. T h e  following i s  a 
summary o f  other recommendations in the report that can improve the efficiency o f  procurement. 

A. Aspects o f  the 1995 Sub-Decree (when upgraded to basic law), the 1998 IRRPP and the 
1998 BOT Sub-Decree that need strengthening. [Note: this list is by no means comprehensive. The 
recommended review of the law and IRRPP should be comprehensive and include input by an expert 
international procurement lawyer] 

Before the 1995 Sub-Decree and 1998 IRRPP are upgraded and strengthened, they should be 
translated back to English and compared with the original English versions prepared under the 
ADB TA, so that discrepancies between the Khmer and English versions can be pinpointed. 

For each ministry thresholds should be reviewed to determine if improvements in efficiency can 
be obtained by changing the specified levels. 

R G C  should improve the dissemination to the community o f  information related to procurement. 
All new laws, sub-decrees and prakas should be notif ied in the weekly Off ic ia l  Gazette and it 
should be made easier for the public and business community to obtain copies o f  the Off ic ia l  
Gazette and the laws and regulations notif ied therein. 

The opportunities for direct contracting should be restricted by tighter wording in the basic l aw  
and IRRPP and, in particular, delay in procurement scheduling contributed to by the procuring 
entity itself should not  be a permitted reason to resort to direct contracting. 

I t  i s  important that a framework for  complaints and remedies i s  incorporated into the basic l aw  
and that well-defined procedures for receipt, investigation and remedying o f  complaints are 
incorporated into the IRRPP. 

The IRRPP should state that opening o f  bids must be immediately after bid closing time and at 
the location where bids have been submitted. 

T h e  registration system for contractors, suppliers and consultants should be de-linked f rom a l l  
aspects o f  pre-selecting companies and f i r m s  for bidding, with the temporary exception o f  rural 
areas. 

The IRRPP should cover the importance o f  maintaining good records o f  queries raised by bidders 
and responses given, and analysis o f  pre- and post-qualification o f  bids received. 

J- 1 
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new projects for WB financing. 

Clauses should be introduced into the IRRPP permitting two-stage bidding for complex contracts 
where bidders themselves are expected to contribute to project design. 

The IRRPP should define the principles o f  price adjustments for contracts o f  long duration. 

There should be a statement o f  principle in the IRRPP o n  whether and under what circumstances 
bid validity periods may be extended under exceptional circumstances. 

The IRRPP should make reference to the general principle that pre-bid conferences should be 
held for  large and/or complicated projects. 

The IRRPP should require that the status and qualifications o f  successful bidders i s  re-established 
before a contract i s  signed. 

The authority for signing contracts on behalf o f  RGC should be clearly defined in the IRRPP. 

When the 1998 BOT Sub-Decree i s  upgraded: (1) the loophole that provides for direct 
negotiation where “special qualifications” are required should be eliminated; (2) risks need to be 
shared between R G C  and concessionaires on an equitable basis to minimize contract costs and 
end-user charges; (3) provisions should be made for a regulator to monitor performance o f  each 
concession contract; and (4) the many forms o f  contracts to meet different types o f  concessions 
should be covered. 

The proposed sovereign procurement l aw  should cover the basis provisions for BOT contracts i.e. 
the part of the sovereign law covering privatisation should cover the basic principles while details 
should be incorporated into the revised IRRPP. 

O the r  recommendations contained in the main report .  

R G C  should improve dissemination o f  information on procurement to the general public and 
business community. Mandatory inclusion o f  bidding opportunities in the Off ic ia l  Gazette, 
together with outlets for  the public to obtain the Gazette promptly, would increase transparency 
and competition. Establishment o f  an internet site to advertise forthcoming opportunities would 
also help. 

T o  assist development o f  the contracting sector, the Government should consider substantially 
increasing the thresholds for bid security (perhaps to as much as $0.5 mil l ion equivalent) and 
introduce debannent for lower-value contracts, whereby a winning bidder i s  blacklisted for a 
given period for not  honouring the contract. 

RECOMMENDATIONS TO BANK TTL 

The following should be taken into account by WB TTLs and counterpart staff when preparing 
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Project  Preparat ion 

0 The additional legal provisions in Annex E o f  this CPAR should be incorporated into the DCA. 
Direct incorporation i s  preferable to a side letter. 

0 The sk i l l s  o f  the project l ine agency staff who wil l be directly involved in implementing the 
project should be evaluated, with particular reference to project management and contract 
administration capability. Where specific weaknesses are found, appropriate training programs 
should be identified for implementation during the early months o f  project implementation and 
suff ic ient  funds should be allocated in the IDA Credit to finance training courses. 

0 Staff preparing new projects should assess project management capabilities o f  staff to be 
allocated to the project and allot a sufficient portion o f  project budget to further project 
management training, acquisition o f  computers and training in the use o f  project management 
software. 

0 The familiarity o f  project l ine agency staff who will be directly involved in implementing the 
project with WB’s guidelines on procurement and selection and employment o f  consultants, 
should also be assessed. Those who would benefit f rom further training can then be included in 
procurement training programs to be developed as part o f  the Act ion Plan o f  this CPAR. 

0 Project implementation staff f rom some ongoing IDA-financed projects report that they often 
have difficulty in preparing technical specifications for complex projects and sometimes for 
small-scale procurement. Project scope should allow for appropriate levels o f  consultant input to 
assist PIUs. 

Pro ject  Implementat ion 

0 Bidding docuinents should include detailed criteria for  bid evaluation. National bidders often 
have diff iculty in understanding certain aspects o f  WB ’s bidding documents, particularly the 
evaluation criteria, and there appears to be a need to prepare more detailed and easily understood 
criteria in order to improve the quality o f  bids received. I t  i s  recommended that the Procurement 
Manual presently under preparation, as part o f  MEF’s Standard Operating Procedures, covers this 
aspect in detail. TTLs, assisted by procurement accredited specialists, should guide and assist 
PIUs in this task. 

0 Even for small-value contracts, bidding documents should require that bidders provide details of 
their plant, technical personnel and past contracts, so that capability can be evaluated. 

0 TTLs should encourage project implementation staff to ho ld pre-bid conferences for a l l  large 
and/or complex contracts. 
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