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FOREWORD

Samdech Akka Moha Sena Padei Techo Hun Sen, Prime Minister of the
Kingdom of Cambodia, has declared that The National Strategic Development Plan
Update, 2009-2013 (NSDP Update), is the “overarching” document to govern all
development investments in the public sector in Cambodia

Since 1996, the Ministry of Planning has been responsible for preparation of the
annual, rolling three year Public Investment Programme (PIP) to reflect the
priorities of the Royal Government for capital and technical assistance needs to
implement its development strategies. In preparing the PIP, 2006-2008, 2007-2009,
2008-2010, 2009-2011, 2010-2012, 2011-2013, 2012-2014, and 2013-2015 we
ensured that to the extent possible and within limitation of inadequate data, the PIP
allocations corresponded to the envisaged sectoral allocations in the National
Strategic Development Plan, 2006-2010 (NSDP) and NSDP Update 2009-2013.

We have refined the process further in preparing the attached PIP 2013-2015. We
held extensive, consultations with Ministry of Economy and Finance and one-to-one
ministries and agencies in order to sensitise them to the need to ensure that all their
submissions for the PIP were meant to directly address NSDP Update 2009-2013.

The NSDP Update 2009-2013 clearly specify the linkages among NSDP, PIPs, MTEF
and annual budgets. Currently, high level officials from Ministry of Planning, Ministry
of Economy and Finance, Supreme National Economic Council and Cambodia
Rehabilitation and Development Board (CRDB) of the Council for the Development of
Cambodia has already engaged and ensured that such linkages, coherence and
synergy among these documents are achieved in practice on an ongoing manner.

I am pleased to present the PIP 2013-2015 for the information and consideration of
all my colleagues in the Royal Government of Cambodia as well as our Development
Partners. I would like to take this opportunity to once again stress and urge that all
new EDP assistance to Cambodia are based on the NSDP implementation projects
listed in the attached PIP in order that we could achieve our cherished goals and
priorities contained in the NSDP Update 2009-2013 and aimed to reduce poverty and
enhance well-being of all Cambodians.

Chhay Than

Senior Minister

Minister of Planning

Phnom Penh, January 2013
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CHAPTER |

INTRODUCTION

1. The primary objective of the three-year rolling Public Investment Program (PIP) for
2013-2015 is to present data on high priority public investment projects of the Royal
Government (RGC) ministries and agencies that are policies outlined in the Rectangular
Strategy Phase Il and the roadmap for the implementation of these policies presented in
NSDP Update 2009-2013. The NSDP Update 2009-2013, that was approved by the National
Assembly on 31 May 2010 was prepared based on inputs from each ministry and agency of
the RGC. IN the preparation of their inputs for the Ministry of Planning the ministries and
agencies have consulted with their relevant stakeholders in the preparation of the inputs that
they have provided to the Ministry of Planning.

2.  The three-year rolling Public Investment Program (PIP) includes both “on-going
projects” whose implementation will continue into the PIP planning period, and “planned
(New) projects” that are planned to be implemented during the PIP period. The sources of
data for the preparation of PIP are:
(i) information on “on-going projects” that is collected by CRDB/CDC from development
cooperation partners that has been further verified and sent to Ministry of Planning on
March 2011, and
(i) information on “planned projects” collected by the Ministry of Planning from line
ministries and agencies for the preparation of the PIP.

1. HARMONIZATION OF PLANNING, PuBLIC INVESTMENT EXPENDITURES, AND COOPERATION
FINANCING

3. In mid 2009, Samdech Akka Moha Sena Padei Techo Hun Sen Prime Minister of
the Kingdom of Cambodia has established a Task Force to manage the process of
harmonizing the planning, public investment expenditures, and cooperation financing
functions in order to further improve the comprehensiveness and harmonisation of budget
planning and implementation — that is one of the objectives of platform 2 of RGC's Public
Financial Management Reform Program.

4. The Royal Government is now working on strengthening institutional linkages between
the processes that:
(i) identify high priority public investment requirements through the three-year rolling
Public Investment Program (PIP) prepared by the Ministry of Planning (MOP});
(i) the preparation of the “Budget Strategic Plan" by the Ministry of Economy and
Finance (MEF),
(iii) the information maintained by Department of Investment and Cooperation of the
Ministry of Economy and Finance on on-going capital investment projects; and
(iv) the collection of information on "on-going projects” and the mobilisation of external
resources from traditional and non-traditional development cooperation partners by the
Cambodian Rehabilitation and Development Board of the Council for the Development
of Cambodia (CRDB/CDC).

5. This Task is being chaired by the MOP, and includes members from MEF, SNEC, and
CRDB/CDC. The Task Force has had several meetings to define the way forward. There is
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now an agreed framework for monitoring the work of the Task Force that is presented in the
JMIs for this activity. Work is now underway to prepare the situation analysis and which will
be approved by Economic and Financial Policy Committee and continue to prepare
action plan soon.

2. METHODOLOGY FOR THE PREPARATION OF PIP 2013-2015

6. In the preparation of the Public Investment Program (PIP) 2013-2015, the Ministry of
Planning (MOP) has been working closely with the Ministry of Economy and Finance (MEF)
and CRDB/CDC to achieve a greater harmonization of planning, public investment
expenditures, and cooperation financing functions and to strengthen institutional
arrangements for effective coordination between these concerned institutions.

T. The methodology for the preparation of the three-year rolling PIP 2013-2015 has
been updating from PIP 2012-2014. The updating methodology of PIP 2012-2014 includes
“On-going Projects” that are being implemented by, and/or in collaboration/coordination
with, an RGC institution and whose implementation will continue into the PIP planning period;
and “Planned (New) Projects” that are to be implemented during the PIP period. The on-
going projects also include projects that are being implemented by NGOs/CSOs in
collaboration/coordination with the concerned sector ministry/agency. To collect information
for the preparation of the PIP 2013-2015, the PIP questionnaire has been revised. It consists
of two parts. Part | is to collect information on “Planned Projects”; and Part ll is to collect
information on “On-going Projects” that are being implemented by, andfor in
Collaboration/coordination with, the sector ministry/fagency. A copy of the revised PIP
questionnaire is presented in Annex |.

8. For the preparation of PIP 2013-2015, at the request of the MOP, CRDB/CDC has
provided to the MOP data on ODA disbursements by project and implementing institution
from its ODA Database for which CRDB collects data each year from development
cooperation partners (DPs). It is important to note that these data reported by DPs include
data for all on-going projects supported by them. These include on-going projects that are
being implemented: (i) by an RGC institution; (ii) by the DPs themselves; and (iii) projects
that implemented by NGOs/CSOs with DP ODA financial support.

9. The primary data source for the preparation of the three-year rolling Public
Investment Program of the MOP is RGC's ministries and agencies. The MOP recognizes that
a ministry/agency can provide information only for those on-going projects that are being
implemented by, andl/or, in collaboration/coordination with the ministry/agency. Under the
current practices, it is recognized that the data on on-going projects that reported by line
ministries and agencies to the MOP was covered a sub-set of the on-going reported by DPs
to the CRDB Database. However, to ensure a comprehensive coverage of on-going projects
that are being implemented by, andfor, in collaboration/coordination with an RGC
ministry/agency, as well as to facilitate the compilation of data on on-going projects by
ministries and agencies, the MOP has provided the data from CRDB ODA database in the
package that was sent to each ministry/agency to collect data for the preparation of PIP
2013-2015.

10 With respect to data on Planned Projects that are to be implemented during 2013-
2015, the MOP has provided guidance to line ministries to ensure that in submitting requests
for new projects they have:
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i. taken into account the importance of each planned project in supporting the socio-
economic development goals of the Royal Government based on a clear linkage to
achieving a priority policy of the Rectangular Strategy Phase Il as well as the
ministry/agency plans outlined in the NSDP Update 2009-2013;

ii. taken into account the sector allocations presented in the NSDP Update 2009-2013;

iii. taken into account the status of discussions between the staff of the ministry/agency
and the Budget Department of the MEF on the preparation of multi-year “Budget
Strategic Plan” for the ministry/agency,

iv. taken into account any information that may be available on potential sources of
funding for the planned project;

v. assigned a “Priority Ranking" to each Planned Project submitted to the MOP by the
ministry/agency. At the National Workshop to launch the process of preparation of
PIP 2011-2013, the MOP has emphasized that:

# Multiple projects can not be assigned the same priority ranking.

7 In the case of sector-wide and/or large programs, information must be provided
on its component parts that could be funded as projects as well as each
component project needs to be assigned priority ranking based on the sequence
of implementation of the sector-wide and/or a large programs’s planned activities.

» The MOP will assign a PIP number to only those Planned Projects that have
been assigned a priority ranking by the head of the ministry/agency.

11. The allocation of public investment resources by the MOP will be based on the
following criteria:
» the total allocation for all on-going and planned projects in a sector, will conform to
the limits of sector allocations in the NSDP Update 2009-2013,;
# the first priority will be given to allocating resources required to complete the
implementation of On-going Projects;
= the remaining balance will be allocated to Planned Projects taking into account:

- The priority ranking assigned by the ministry/agency to the Planned Projects.

- Whether or not the Planned Projects is a part of an approved sector strategy or
a sector program of the ministry/agency.

- The data provided by the ministry/agency to the MOP on the status of
commitments on funding of the Planned Projects from various sources.

- Consultations with the MEF to verify the data on commitments of resources, in
particular indicated RGC commitments, reflect the status of discussions/
negotiations between MEF and the concemed ministry/agency in the processes
of preparation of the multi-year *Budget Strategic Plan™ for the ministry/agency.

12. As part of the task to update the PIP methodology, the MOFP has designed and
implemented a new PIP Database, and a questionnaire software package that was provided
to line ministries and agencies to enable the ministry/agency’'s staff to complete the
questionnaire on their computers, save the information to maintain an electronic file of the
data provided to the MOP, and to print a copy of the completed questionnaire.

13.  In earlier PIP reports, the MOP had provided an assessment of the implementation of
PIP in the previous year. However, the fact that now a comprehensive aid effectiveness
report on behalf of the RGC is produced by CRDB/CDC that includes analysis of the issues
of alignment of resources with NSDP sector allocations, the PIP 2013-2015 does attempt to
replicate this assessment.
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14. In addition to this Introductory Chapter, the PIP 2013-2015 report presents
information on the economic outlook for 2013-2015 in Chapter 2. Chapter 3 presents
information on the PIP 2013-2015. The final Chapter 4 presents Conclusions.
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CHAPTER Il

Economic OuTLOOK 2013-2015

1. OVERALL REAL GDP GROWTH: 2013-2015

15.  The global financial crisis and the ensuing economic downturn that started in 2007 in
developed economies had severely impacted on key real economic sectors, As a result, the
overall real GDP growth declined to just 0.1% in 2009 from 6.7% in 2008. During this crisis
the agriculture and services sector have performed well, offsetting the declines in other
sectors, in particular the industry sector. With timely responses by the Royal Government to
the severe global financial crisis and the economic down turn in the global and regional
economies, the downside risks and the negative impact on our economic growth as well as
on the well being of our people especially the poor and vulnerable were minimized, which
GDP growth increased from 6% in 2010 to 7.1% in 2011. In fact, contribution of agriculture
sector into GDP remains high at 7% in 2012 and some years later.

16. Despite the fact that the Cambodian economy has weathered this crisis well owing to
a strong policy framework that has been put in place by the Royal Government over the
preceding decade and its prompt implementation of policy measures to mitigate the adverse
effects of the crisis; output gaps and unemployment rate in likely to continue to rise in the
very short-term. Projections of key macroeconomic variables for 2011-2014 are presented in
Table 1.

TABLE 1: PROJECTIONS OF KEY MACROECONOMIC INDICATORS

Economic Indicator 2012p 2013p 2014p 2015p
GDP at current price (Billion Riels) 58192 | 64,082 | 70677 | 77479
GDP at current price (Million US$) 14498 | 15823 | 17,217 | 18,874
GDP per capita Revised Population (US$) 990 1,079 1,157 1,251
Real GDP (% change) 7.0% 7.0% 7.0% 7.0%
Inflation (% change, Year over Year) 2.8% 4.0% 4.0% 3.5%
Total investment (% GDP) 24.0% | 24.6% 24.2% | 24.4%
Public investment (% GDP) 7.3% 7.6% 7.1% 7.1%
Private investment (% GDP) 16.7% 17.0% 17.2% 17.3%
Budget revenue (% GDP) 13.7% 14.0% 14.5% 15.0%
Budget expenditure (% GDP) 19.0% 19.1% 17.8% 17.8%

Exchange rate 4,100 Riels = 1 USS
Source: Ministry of Economy and Finance and National Institute of Statistics, Ministry of Planning

1T The Royal Government recognises that in the next NSDP 2014-2018 some sectors
will be strengthened such as infrastructure and technology for industrial development, small
and medium enterprise and food processing.
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2. REAL GDP (CONSTANT 2000 PrICES) GROWTH RATES by Economic Activity

18.  Through successful experiences in mitigating of global financial crisis on Cambodian
economics in 2009 and strong efforts of RGC, we achieved two digits growth in industrial and
construction in 2010 and 2011, which the main sources of GDP growth in 2010 and 2011.
Projections of real GDP growth rates by economic activity for the years 2012 — 2015 are
presented in Table 2.

TABLE 2: REAL GDP (CONSTANT 2000 PRICES) GROWTH RATES
BY ECONOMIC ACTIVITY

2012 2013 2014 2015
| Agriculture, Fishery & Forestry 1.8% 4.2% 3.2% 3.1%
Crops 1.8% 5.2% 3.6% 3.3%
Livestock & Poultry 0.1% 4.2% 4.1% 4.0%
Fisheries 3.5% 2.5% 2.4% 2.4%
Forestry & Logging (0.8%) 1.1% 1.1% 1.1%
Industry 11.9% |11.5% |10.0% | 10.2%
Mining 152% |[157% |15.7% | 15.9%
Manufacturing 11.2% |[122% | 105% | 10.7%
Food, Beverages & Tobacco 5.3% 5.4% 5.5% 5.6%
Textile, Wearing Apparel & 126% |138% |116% |11.7%
Footwear
Wood, Paper & Publishing 4.7% 4.0% 4.2% 4.3%
Rubber Manufacturing 11.0% |21.1% |153% |22.2%
Other Manufacturing 6.1% 5.3% 5.0% 5.7%
Electricity, Gas & Water 49% |233% |17.3% | 14.9%
Construction 15.6% 6.6% 6.0% 6.2%
Services 7.5% 5.8% 6.1% 5.9%
Trade 7.8% 5.1% 5.4% 5.0%
Hotel & Restaurants 9.5% 7.4% 8.3% 8.2%
Transport & 6.1% 7.1% 7.1% 6.3%
Communications
Finance 19.0% [109% |10.8% | 11.0%
Public Administration 4.5% 4.1% 3.8% 3.9%
Real Estate & Business 8.9% 4.9% 4.9% 5.1%
Other services 4.1% 4.2% 4 5% 4.7%
Taxes on Products less 5.6% 76% |[123% |11.3%
Subsidies
Less: Subsidies 8.9% 44% | 11.1% | 10.2%
Less: Finance Service Charge 13.0% |309% |10.8% | 11.0%
Total GDP 7.0% 7.0% 7.0% 7.0%

3. CAPITAL INVESTMENT REQUIRED TO ACHIEVE PROJECTED GDP GROWTH

18. The econometric models used to project the economic outlook, can also be used to
provide projections of total investment required to achieve the projected GDP growth and the
breakdown of the total investment by economic sector. Notwithstanding any limitations of the

6
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econometric models, the results of this analysis show that a total investment of 52,3627

billion CR (US$ 12.8 billion) will be required to achieve the projected GDP growth rates over
the PIP 2013-2015 period.

20, In terms of sources of financing the total investments of 52,362.7 billion CR during
2013-2015 (Table 3):
 Private sector investments are projected to be 36,634 billion CR (US$ 8.94 billion) —
accounting for 69.9% of total investment.
» Public sector investments are projected to be 15,729 bilion CR (US$ 3.84 billion
US$) accounting for 30 percent of total investment.

21. In terms of domestic and foreign sources of financing the total investment
requirements of 52 362.7 billion CR during 2013-2015:
e 28793 bilion CR (US% 7.04 billion) or 55% of total investment is projected to be
financed from domestic sources.
e 235697 bilion CR (US$ 5.76 billion) or 45% of total capital investments is projected
to be financed from foreign sources.

TABLE 3: INVESTMENT REQUIRED TO ACHIEVE GDP GROWTH TARGETS

AND POTENTIAL SOURCES OF FINANCING THE NEEDED INVESTMENT
(in millions of US$)

TOTAL
SOURCE OF FUNDING 2012 2013 2014 2015 20132015
TOTAL INVESTMENT 34347 | 38954| 41720 4597.7| 12,6661
e  Publiclnvestment | {0497 | 11981 1,2159| 13318 13,7458
» Domestic Financed 277.0 321.0 3258 356.8 1,003.6
« Foreign Financed! 7727 8771 8901 a75.0 27422
. Private Investment 23849 2,697.3 2,956.1 3,267.0 B,920.4
« Domestic Financed 1,621.9 1,824.1 1,990.9 2,183.5 6,003.5
s Fureign Finance 763.1 868.3 965.3 1,083.5 29171
TOTAL INVESTMENT 34347 38954 4,172.0 4,598.7 | 12,666.1
. Public Investment 1,049.7 1,198.1 1,215.9 1,331.8 3,745.8
. Private Investment 2,384.9 2,697.3 2,956.1 3,267.0 8,920.4
TOTAL INVESTMENT 34347 | 38954 | 41720 45987 12,666.1
- Domestic Financed 1,898.9 2,150.0 2,316.6 2,540.3 7,008.9
. Foreign Financed 1,595.8 1,745.4 1,855.4 20585 56593
PUBLIC INVESTMENT 1,049.7 1,198.1 1,215.9 1,331.8 37458
. National Budget 277.0 321.0 3258 356.8 1,003.6
. Foreign Financed' 1727 8771 890.1 g75.0 2.?*1'}.3_

Based on an average exchange rate of 4,100 CR = 1 US$
1 Capital investment component only, excludes TA component.

Source: Ministry of Economy and Finance

22, Detailed breakdown of the investment required to achieve the target GDP growth rate
by economic sector is presented in Table 4. To achieve the projected sectoral GDP growth
rate, in terms of major sectoral groups:

» Agriculture, Fisheries and Forestry sector will require investment of 8 561.2 billion CR
(US$ 2.088 billion) which focused on rice to implement rice export policy over the PIP
2013-2015 period.

= The broad Industry sector (that includes mining, manufacturing, electricity, gas &
water, as well as construction) will require investment of 24,402 3 billion CR (US$

7
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5.95 billion) over the PIP 2013-2015 period. Within this group, the manufacturing
sector (that includes the Textile, apparel and Footwear sub-sector) will require the
largest share of the investment, 10,375.4 billion CR (US$ 2.53 billion), followed by
Construction sub-sector that will require 9,221.7 billion CR (US$ 2.24 billion), and the
Electricity, Gas & water sub-sector that will require an investment of 3,155 billion CR
(US$ 0.76 billion).

« The broad Services sector (that includes Trade, Hotels & Restaurants (tourism),
Transport and Communications, Finance, Public Administration, and Real Estate) will
require an investment of 18,652.9 billion CR (US$ 4.54 billion).

TABLE 4: TOTAL PUBLIC AND PRIVATE INVESTMENT REQUIRED
To AcHIEVE GDP GROWTH TARGET By EcONOMIC SECTOR
{in millions of USS)

TOTAL

2012 2013 2014 2015 20132015

_Agriculture, Fishery & Forestry 597.9 653.1 693.3 T41.7 2,088.1
Crops 503.0 551.5 586.5 628.4 1766.4
Livestock & Poultry 28.3 308 328 354 99.0
Fisheries 371 39.7 41.7 442 1256
Forestry & Logging 29.5 31.2 323 337 97.2

Industry 1,597.6 1,776.5 1,970.5 2,204.8 5951.8
Mining 929 112.0 1325 159.0 403.5
Manufacturing 646.2 758.0 838.0 934.6 2,530.6
Food, Beverages & Tobacco 67.0 83.7 90.3 98.7 272.7
Textile, Wearing Apparel &

e A 263.3 3186 368.9 4239 11114
Wood, Paper & Publishing 19.3 20.9 22.2 24.0 67.1
Rubber Manufacturing 242 34.8 356 36.8 107.2
Other Manufacturing 2725 298.9 320.9 351.1 970.9
Electricity, Gas & water 240.4 2209 255.5 293.1 769.5
Construction 618.1 686.6 744 .4 818.2 2,249.2

Services 1,239.2 1,389.0 1,508.2 1,652.3 4,549.5
Trade 230.7 2526 2722 2959 820.7
Hotel & Restaurants 163.0 182.8 209.1 237.8 629.7
Transport & Communications 2186 2441 267.3 294.0 805.4
Finance 39.8 46.0 52.1 59.9 158.0
Public Administration 293.9 3191 338.6 364.2 1,021.9
Real Estate & Business 173.5 189.8 203.6 2214 614.8
Other services 119.7 154.7 165.4 179.2 499.3

Total 3,434.7 3,818.6 4,172.0 4,598.7 | 12,7714

Based on an average exchange rate of 4,100 CR = 1 US§
Source: Ministry of Economy and Finance

4. BUDGET REVENUES AND EXPENDITURES: 2013-2015

23. Because of the adverse impact of the global financial crisis and the economic
recession in the developed countries on the Cambodian economy, revenues declined from
13.3% of GDP in 2008 to 11.9% of GDP in 2009. In fact, revenue has increased up to 13.2%
in 2010 and projected at the same rate in 2011 and 14.5% in 2014 and 15% in 2015. The
projections a bit lower than expectations, which need strong efforts of RGC to reach growth
by 0.5% per annual.
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24, The implementation of RGC's targeted measures to protect the vulnerable and the
poor from the adverse impact of the downturn in the economy as well as measures to
promote demand through the stimulus package increased budget expenditures from 15.9%
of GDP in 2008 to 20.5% in 2009 and are projected to increase further to 21.3% in 2010 and
will reduce to 20.7% in 2011. The budget expenditures will be reduced to 18% in two years
later and maintain at 17% in 2014 and 2015 through increasing revenue and maintaining
budget deficit at 2-3%.

25, As part of the RGC's Public Finance Management Reform Program (PFMRP), the
Ministry of Economy and Finance (MEF) has established two processes that provide
important inputs in the preparation of Annual National Budget. The first process is a three-
year rolling “Budget Strategic Framework” that follows a bottom-up approach and is prepared
by the Budget Department of the MEF. The main inputs for this analysis are the information
collected during the on-going dialogue between MEF and RGC institutions, and inputs
provided by RGC institutions to MEF on their expenditures and indicative requirements for
the next two years. The second process is the tracking of revenues and expenditures as well
as preparing projections of likely revenue and expenditure levels that are known as the
"Medium-Term Expenditure Framework (MTEF)". These projections are based on a top-down
macroeconomic analysis on the performance of the economy, RGC's priority policies, as well
as bottom-up information on expenditures by RGC institutions. The Policy Department of the
MEF is responsible for this analysis.

5. RESOURCE MOBILIZATION TARGETS AND ALLOCATION OF PUBLIC INVESTMENT
BY SECTOR: 2013-2015

26.  For the five-year period of NSDP Update 2008-2013, the Royal Government has set a
target of 25,740.6 billion CR (US$ 6,278.1 million) for public sector investments to implement
RGC's prioritized policies for the Fourth Legislature. It includes: public sector investment
requirements (17,540.6 billion CR or 4,278.1 million US$); resources required to provide
targeted support for the development and diversification of rural economies to alleviate
poverty in rural and remote areas, and emergency support to mitigate the adverse impact of
the global financial crisis and economic downturn on the vulnerable and the poor (4,100.0
billion CR or 1 billion US$); resources to expand social sectors services to achieve CMDGs
targets (2,050.0 billion CR or 500 million US$); and resources required to strengthen the
capacity of RGC institutions to deliver their programs and services efficiently (2,050.0 CR or
500 million US§).

TABLE 5: RESOURCE MOBILIZATION TARGETS FOR PUBLIC SECTOR INVESTMENTS: 2013-2015

2013-2015
PUBLIC SECTOR INVESTMENT TARGETS CR uss
billions millions
1. Public seclor *capilal® invesiments (Macro-Economic Projections) 153579 37458
2. Targeted suppor for the development and diversilication of rural economies to alleviale
poverty in rural and remote areas, and to mitigate the adverse impact of the global financial 25452 6208
crisis and economic downtum on the vulnerable and the poor,
3. Expansion of social sectors services to achieve CMDGs targets. 12730 305
4. Support lo strengthen the capacity of RGC institutions 1o deliver their programs and
J 12625 305.5
services efficiently.
TOTAL 20,4284 40826

Source: Ministry of Economy and Finance and Ministry of Planning

27. For the three-year period of PIP 2013-2015 is require total amount of 15,729 billion
CR (US$ 3,836 million) around 5,243 billion CR (US$ 1,278 million) per year, which higher
than budget allocation in NSDP Update 2009-2013 (Table 3). Therefore, in addition to the
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RGC budget allocations of 4,217.6 bilion CR (US$ 1,028.7 million) for public sector
investments, the balance (total minus RGC allocation) amounting to 11,511.4 billien CR
(2,807.7 million US$) over the years 2013-2015 or 3,837.1 billion CR (US$ 935.9 million) per
year, will need to be financed from:
e Grant-Aid from ftraditional external development cooperation partners (bilateral,
multilateral and NGOs).
s Concessional terms loans from external development cooperation partners (mainly
Multilateral Financial Institutions and bi-lateral development partners).
» Resources from non-traditional sources, including non-traditional partners (both
grants and semi-concessional loans).
e Potential new income from development of extractive industries (oil, Gas, and
Minerals) when commercial production in these sectors get underway.

28.  The Royal Government is confident that the external resources mobilization target for
public sector investment requirements of around 3,837.1 billion CR (US$ 935.9 million) per
year during 2013-2015 can be reached with the continuing support of its traditional and non-
traditional development cooperation partners, supplemented by any new income from oil, gas
and mineral sectors when commercial production in these sectors get underway. Especially,
he RGC is on the process to increase rice production through agriculture diversification and
rice export for increasing budget revenue.

29.  The sector and sub-sector allocations of public investment expenditure for the 2013-
2015 period, based on NSDP Update 2008-2013 allocations by sector and sub-sector that
are presented in Table 26 of the NSDP Update, are summarized in Table 6.

TABLE 6: ALLOCATION BY SECTOR AND SUB-SECTOR OF TOTAL PUBLIC INVESTMENT
Basep oN NSDP UrpDATE 2009-2013 SECTOR ALLOCATIONS

Sector & Sub-Sector SN Mok | ottomt | Rariaees | 8 | e | Organ
CR billions nﬂLIIH?m CR billions Kriia billions i
Social Sectors
e (lwhchBascEduesionlorecele | 41 887.0 | 4604 | 120 1,1325| 60.0 | 7550 | 40.0
Technical and Vocatonal Traning 629.0 | 1535 40| 3146 500 | 3146 | 50.0
Healh 1,887.0 | 4604 | 120 1,321.2| 70.0 | 6662 | 30.0
N e arwarns | e8g| 1535 40| 503.3| 800 | 1268 | 20.0
subTowl | 50330 | 1,227.6 | 320 | 32716 650 |1,761.6 | 350
Economic Sectors
Agricutre & Land Mgt o than crops 629.0 | 1535 40| 597.7| 950| 315| 50
Seasona Crops: Ace & ohers 629.0 | 1535 40| 6292| 100] 00[ 00
Rural Development 18870 | 4604 | 120 18675| 100] 00| 0.0
Manufacuring, Mining & Trade 629.0 | 1535 40 2517 400| 3775| 60.0
sublow | 3,775.0 | 9207 | 240 | 3,367.3| 89.0| 407.7 | 11.0
Infrastructure
Transportation (Roads, Pors, Riys, Cvil Avaton) | 1,887.0 | 4604 | 120 | 9437 | 50.0| 9437 50.0
Water and Santation (exchuding ruml) 6290 | 1535 40| 157.3| 250| 4718 750
Power & Electicly 629.0 | 1535 40| 3146 500| 3146 50.0
Post & Telecommunications 157.0 38.4 1.0 786 | 50.0 786 | 50.0
suptow | 3,303.0 | 8056 | 21.0| 1493.0| 450 1,810.1| 550
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Services & Cross Sectoral Programmes

Gender Mainstreaming 236.0 57.5 1.5 708 | 300| 166.2| 70.0
Tourism 315.0 76.7 2.0 786| 25.0| 2359| 75.0
Environment and Conservation 629.0 | 1535 40 566.2 | 90.0 629 | 100
Community and Soclal Services 6290 | 1535 40 4718 | 750| 1573 | 250
Culture & Arts 236.0 LT ) 15 1180| 500| 1180| 500
Govemance & Administration 12580 | 3069 8.0 5033 | 40.0| 755.0]| 60.0
subTotal | 3,303.0 | B805.6 210 | 1,810.1 55.0 | 1,486.4 | 45.0

Unallocated 315.0 76.7 2.0 157.3| 500 157.3| 50.0
Grand Total | 15,729.0 | 3,836.4 100.0 | 10,098.0 | 64.0 | 5631.0 | 36.0

T Represenis a simple three-Tifh of the allocation for 2008-2013,
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CHAPTER |l

Public Investment Program, 3 Year-Rolling 2013-2015

PusLic INVESTMENT PROGRAM (PIP) 2013-2015

30.

As noted in the previous Chapter, for the five-year period of NSDP Update 2009-

2013, the Royal Government has set a target of 25,740.6 billion CR (US$ 6,278.1 million) for
public sector investments to implement RGC's prioritized policies for the Fourth Legislature.
A simple prorating of this target for the three-year period of PIP 2013-2015, gives a public
investment target of 15,729 billion CR or 3,836.4 million US$ (Table 7). Within the framework
of the Medium-Term Expenditure Framework (MTEF), the Royal Government has allocated
4.217.6 bilion CR (US$ 1,028.7 million) for public sector investments for the three year

period of PIP 2013-2015.

TABLE 7: NSDP UpPDATE'S & PIP 2013-2015's PuBLIC INVESTMENT TARGETS
BY SECTOR AND SUB-SECTOR

NSDP UpPDATE PUBLIC INVESTMENT TARGETS

Sector & Sub-Sector NSDP Update 2009-2013 PIP 2013-2015
CR US$ % CR Us$ o
billions | millions billions | millions
Social Sectors
Education: (of which Basic Educafion o receive 50%) 30889 7534 120 1,887.0 460.4 12.0
Technical and Vocational Training 1,029.6 251.1 40 6290 153.5 4.0
Haalth 30889 7534 12.0 1,887.0 460.4 12.0
rarmmes io mk the adverse im|
iy mmmmwmﬁ;’“m 10206 | 2511 4.0 629.0 1535 4.0
Sub-Total 8,237.0 | 2,009.0 32.0 5,033.0 1,227.8 320
Economic Seclors
Agricuure & Land Mgm: other than crops 1,029.6 2511 40 £29.0 1535 4.0
Seasonal Crops: Rics & others 1,020.6 2511 40 629.0 153.5 4.0
Rural Development 3,088.9 7534 12.0 1,887.0 460.4 120
Manufacturing, Mining & Trade 1,020.6 2511 4.0 629.0 153.5 4.0
Sub-Total | 6,177.7 | 1,506.8 240 3,775.0 920.7 24.0
Infrastructura
Transportation {Roads, Ports, Rlys.. Civil Aviation) 30889 7534 12.0 1,B87.0 460.4 12.0
Water and Sanilation {excluding rural) 1.029.6 2511 4.0 629.0 153.5 4.0
Power & Electricity 1,029.6 2511 4.0 628.0 153.5 4.0
Post & Telecommunications 257 4 62.8 1.0 157.0 38.4 1.0
Sub-Total 54055 | 1,3184 21.0 3,303.0 B05.6 21.0
Services & Cross Sectoral Programmes
Gender Mainstraarming 3B6.1 236.0 57.5 1.5
Tourism 514.8 315.0 76.7 2.0
Emvironment and Conservation 1,029.6 628.0 1535 4.0
Community and Social Services 1,029.6 629.0 183.5 4.0
Cubture & Ans 386.2 236.0 571.5 15
Govemance & Administration 20502 1,258.0 306.9 8.0
Sub-Total 5,405.5 3,303.0 Eﬂ_ﬁj 21.0
Unallocated _rmml'Tii'_"}i-"1'?!"‘5'?'I 5148 ] 12 B e S L e .
Grand Total | 25,740.6 15,729.0 38364 100.0
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1. SUMMARY OF MINISTRIES AND AGENCIES SUBMISSIONS

31. The Public Investment Program (PIP) 2013-2015 has been prepared based on inputs
provided by RGC ministries and agencies on On-going projects that are being implemented
by, and/or, in collaboration/coordination with RGC ministries and agencies; and Planned
Projects that RGC ministries and agencies plan to implement during 2013-2015. The NSDP
Update’s public investment target for the five year period of 2009-2013 set by the Royal
Government is 6,278.1 million US$. The share of this target for the three-year period of PIP
2013-2015 amounts to 3,836.4 million US$. Against this target of 3,836.4 million US$, total
planned expenditure during 2013-2015 on all proposed projects by ministries and agencies
amount 4,938.9 million US$. A summary of the data provided by ministries and agencies to
the MOP on their planned activities during 2013-2015 show (Table 8):

¥ Total planned expenditure over the PIP period of 2013-2015:  4,938.9 million US$
= On-Going Projects: 2,363.1 million US$
* Planned Projects: 2,575.8 million US$

» Amount of resources that ministries have reported as

committed funds for 2013-2015: 2,732.7 million US$
* By RGC: 593.9 million US$
e By DPs: 2,138.7 million US$
« For On-Going projects: total commitments 1,989.8 million US3
- RGC committed funds: 372.2 million US$

- DPs commitments: 1,617.5 million US%

= For Planned Projects: total commitments 742.9 million US$

- RGC committed funds: 221.6 million US%

- DPs commitments: 521.2 million US%

v

Additional resources required (in addition to

committed funds) for implementing: 2,206.2 million US$
* On-Going Projects: 373.3 million US3
¢ Planned Projects: 1,832.8 million US$

32. Table 9 presents a more detailed summary of the data provided by ministries and
agencies that is organized by ministry, and ministries have been grouped into NSDP sector
based on their main activity. The data presented include information on: (i) total planned
expenditure by year (2013-2015); (ii) the amount of funds that the ministry has reported as
being committed by source (RGC, DPs) for its On-going and Planned Projects; and (jii)
additional resources that the ministry requires, in addition to the committed funds, in each
year of the PIP period.
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Public Investment Program, 3 Year-Rolling 2013-2015
33. To analyse the distribution of planned expenditures reported by ministries by NSDP

Sector, as noted in the last para, in Table 9 ministries have been grouped into NSDP sectors
based on their main activity. These data show significant differences in terms of the sector
profile of the costs of implementing the proposed projects by ministries and the NSDP
Update sector allocation targets. Within the NSDP sectors, the difference between NSDP
Update sector allocation targets at the sub-sector level and the proposed planned
expenditures by some ministries and agencies is quite substantial. The data presented in
Table 10 is an illustration of these differences.

TABLE 10: AN ILLUSTRATION OF NSDP UPDATE SUB-SECTOR ALLOCATIONS AND
PROPOSED EXPENDITURE LEVELS BY MINISTRIES & AGENCIES

{in millions of USS)
NEDFUpdate Total Planned Expenditure 2013-2015
Sub-Sector
NSDP Update Sub-sector Allocation
Prorated for MinistrylAgency Amount
2013-2015
Ministry of Health 2408
Heallh National Aids Authority 153.3
460.4 Total 3941
Ministry of Rural Development 2741
Ministry of Water resources &
Rural development Meteorology 9748
460.4 Total 1,246.9
Ministry of Public Works & Transport 1.818.1
Transport State Secretariat of Civil Aviation 526
460.4 Total 1,870.7
Total for above NSDP Updale Sub-sectors 1,381.2 35137

34, The challenges in preparing the PIP 2013-2015 is improving if compare with the PIP
2012-2014 in selecting a set of projects whose total costs of implementation over 2013-2015
are in line with the Public Investment target of the NSDP Update as well as the sector
allocation target of the NSDP Update. The task of addressing these challenges is
compounded by the quality of information provided by some ministries and agencies to the
MOP. There is a wide variation in the quality of information submitted by ministries and
agencies to the MOP. Also, a review of the data provided by ministries and agencies to the
MOP raises concerns about the validity of the data reported as commitments by RGC and
DPs, in the case of a few ministries and agencies. The data provided by the ministries and
agencies show total commitments just only 593,9 million US$ by RGC versus the RGC target
of 1,028.7 million US$ — that is the RGC share of the Public Investment target of 3,836.4
million US$ for 2013-2015 (Table 11).
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Public Investment Program, 3 Year-Rolling 2013-2015
TABLE 11: SUMMARY BY NSDP UPDATE SECTOR ALLOCATIONS AND

PLANNED EXPENDITURES BY MINISTRIES

(in millions of US$)
NSDP Update Sector Allocation Total Funds Reported to have
NSDP Update Prorated for 2012-2014 Planned been Committed by Additional
ok Expenditura — Resources
TOTAL RGC DPs by Funds Amount | Required
Ministries!
RGC 571
Social Sector OPs 435.9
1,227.6 320.2 B985 887.7 | Total 494 1 2936
RGC 433.5
Economic Sector DPs 905.1
920.7 246.9 673.8 18231 | Total 13386 484.4
RGC 451
Infrastructure DPs 7154
805.6 216.0 589.6 1,999.2 | Tolal 751.0 1,238.2
Services and RGC 58.2
Cross-sector DPs BO.7
Programs B05.6 216.0 589.6 328.7 | Total 138.9 189.8
Unallocated 76.7 206 56.2
RGC 593.9
ALL SECTORS DPs 21387
3,836.4 1,028.7 28077 49389 | Total 27327 | 2,206.2
T

35.

Source Table 9.

Based on experiences in thee-year rolling PIP preparations, especially the three-year

rolling PIP 2013-2015, the RGC has identified some remain issues for improving quality of
PIP as following:

2.

o For the PIP 2013-2015, with few exceptions, the ministries and agencies have not

provided information requested on the priority rankings for their Planned Projects.
This may be attributable to: (i) an absence of a sector plan that not only lists activities
that need to be carried out but also an integrated framework that shows the inter-
linkages between activities and the sequence of their implementation to achieve a
specific goal;, and/or (ii) lack of engagement of senior decision-makers in the selection
and prioritization of the planned activities by the ministry.

The estimates of costs of On-going and Planned Projects, as well as, the amount
reported by ministries and agencies point to a lack of coordination between its
planning staff responsible for the preparation of PIP data for the MOP; the ministry
staff engaged in the financial management functions dealing with the preparation of
the "Budget Strategic Plan® for the ministry/agency; as well as ministry personnel
engaged in managing development projects.

PuBLIC INVESTMENT PROGRAM PIP 2013-2015

36.  Wiithin the resource framework of the NSDP Update 2009-2013, the public investment
target for the three-year period of 2013-2015 is 3,836.4 million US$. The sources of financing
these public investments include:

o 1,028.7 million US$ from the RGC; and
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o 2,807.7 million US$ from external sources.

37. The methodology used to select projects that are included in PIP 2013-2015 follows
the following principles:
o First priority has been given to allocating resources required to complete the
implementation of On-going Projects.
o Second priority has been given to Planned Projects that have some committed
funding subject to verification of the data on RGC commitments for the project by the
MEF (in the context of multi-year “Budget Strategic Plan” for the ministry/agency)
while ensuring that the total planned expenditure for On-going and Planned
Projects for the sector is in line with the NSDP sector allocation.
o Third priority has been given to Planned Projects that have no funding commitments.

38. The list of On-going and Planned Projects by Ministry/Agency that are included in PIP
2013-2015 is presented in Table 12. In terms of the resource allocation of PIP projects:
o 48% of the public investment resources will go to supporting the implementation of
the On-going Projects.
o 52% of the public investment resources will allocate to Planned Projects.

39. In terms of the NSDP sectors, the projects included in the PIP 2013-2015 have the
following sector distribution:

16% to support the implementation of projects in the social sector.

37% to support the implementation of projects in the economic sector.

40.5% to support the implementation of projects in the infrastructure sector.

6.5% to support the implementation of services and cross-sector programs.

o]

o o o

40, To facilitate planning for the preparation of inputs by line ministries and agencies for
the preparation of PIP 2013-2015; and to facilitate the decision-making processes for the
allocation of their resources the following suggestions are presented:

o In the Social Sector, the level of planned expenditures in the education sector, for
technical and vocational training, and on programs to mitigate the adverse impact of
global financial crisis on the vulnerable the poor should be scaled up to the average
annual public investment target based on NSDP Update 2009-2013 sector and sub-
sector allocations. In the health sector, although the magnitude of the unmet
demands is massive, there is also the need to maintain a relative balance between
competing activities. The processes of preparation of data by the Ministry of Health
and the National Aids Authority could benefit from a more effective coordination
between these two institutions, as well as, paying attention to the issues raised in
para #35.

o In the Economic Sector, dealing with issues raised in para #35 is critical for improving
the quality of the PIP in the future. There is also an urgent need to ensure more
effective coordination not only within the ministries but also between key ministries in
this sector.

o In the Infrastructure Sector, the submission of the Ministry of Public Works and
Transport is a good example for illustrating the issues raised in para #35.

o In the Services and Cross-Sector Programs, except for a few ministries and agencies
the planned expenditure levels should be scaled from 2013-2015 levels with more
targeted support for governance and administration sector as well as for gender
mainstreaming issues.
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CHAPTER IV

CONCLUSIONS

41.  For preparing PIP 2013-2015, the MOP has further refined its methodology. This has
included: a redesign of the PIP questionnaire, the design and implementation of an updated
database, as well as, the process of PIP data collection from ministries has been automated
to minimize data entry errors. Each ministry and agency was provided a questionnaire
software package to facilitate the compilation of information by the line ministries and
agencies.

42.  The process of further refining the PIP preparation is an on-going activity. It is an area
that is now being closely examined by the RGC Task Force to manage the Process of
Harmonizing Planning, Public Investment Expenditures, and Cooperation Financing. This
Task force is being chaired by the MOP. The work of this Task Force is part of the RGC's
Public Financial Management Reform Program's (Platform Il) objective 32 (to improve the
comprehensiveness and integration of budget).

43. To improve next quality of the three-year rolling PIP, the RGC suggests to line
ministries and agencies as following:

o Nominating staff who responsible for planning and provide training if any changes,

o Preparing sector plan that not only lists activities that need to be carried out but also
an integrated framework that shows the inter-linkages between activities and the
sequence of their implementation to achieve a specific goals,

o Setting working group for monitoring and evaluating the status of project
implementation; and preparing report for the MOP,

o Coordinating between its planning staff responsible for the preparation of PIP data,
ministry staff engaged in the financial management functions dealing with the
preparation of the “Budget Strategic Plan” for the ministry/agency, as well as ministry
personnel engaged in managing development projects for preparing PIP data for
MOP,

o Strong engaging by senior decision-makers in the selection and prioritization of the
planned activities by the ministry, and

o Sending PIP data to MOP as due date.
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