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Public Financial Management Reform Program (PFMRP)
2006 Annual Review

An Overview

By H.E. Dr. Aun Porn Moniroth,

MEF Secretary of State and Chairman of the Reform Committee
Siem Reap, 9th April 2007

Excellencies Ladies and Gentlemen,

First of all, | would like to welcome everyone to this second Annual Review
of our Public Financial Management Reform Programme. | would like to join
Senior Minister to thank you for giving up your time for this Review. My apologies
that we had to change the date at relatively short notice which | know
inconvenienced a number of you and | am well aware that you all have important
jobs, whether inside MEF or outside it and that the work doesn’t go away while
you are here. We appreciate your support and value your inputs to this
programme of ours which we regard as so important to Cambodia’s
development. We felt that we gained much from your contributions to the last
year Review and feel confident that the same will be the case for this year.

| should not take a lot of time up with rehearsing the background to the
PFMRP and how it came about because | am sure everybody here knows it well
by now. Suffice to say that it arose from our ownership and responsibility
actions, with Development Partner support, to think through our longer term
strategy for the reform of public financial management and to establish a feasible
sequencing of action. We have envisioned reform as a series of Platforms,
namely from a more credible budget of platform 1 to an efficient financial
accountability of platform 2 and to an improved budget policy linkages of platform
3 and finally to ensure accountable for result of budget manager of platform 4,
each of which achieves a major step forward in itself, but also provides a starting
point for the next Platform.

The PFMRP is a vital step in our taking a more strategic approach to the

reform of our public financial management systems and capacities. We welcome
the trust that is placed in us to manage these reforms for ourselves. In the
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second year of the programme what important and | want to stress here is that
we have come to a much better understanding of what it means to learn by doing
and by doing ourselves. It is even more important and very interesting to see
now that sequential activities and platforms have become more and more
meaningful within our long term strategic objectives of the public financial
management reform system compares to two year ago when the program
started.

In addition, we have begun to see concrete results and that gives us the
confidence to believe that we are on the right track. We know that some activity
has gone better than others and that we still make mistakes or take longer to do
some things than we would wish. But if we think about the overall objectives for
the first stage of our reform programme — achieving more credibility in our
underlying budgetary formulation and management processes — we think we can
see some real and concrete change for the better. Moreover, we can begin to
see much more clearly the opportunity that this creates for the further reforms
that we plan and, ultimately, the improved provision of services to our population
which is our goal.

Excellencies Ladies and Gentlemen,

From the last year review, it was clear to us that some of the activities we
had identified in our plans were more important to the objectives of Platform 1
than others. During the Review we identified a number of areas that we
considered critical to the successful achievement of Platform 1 and we have
done our best to concentrate on those while recognising that other activities

should still have a life within our programme.

Through the improved coordination arrangements that we discussed at the
Review we have tried to reinforce that focus. The 5 Coordination Groups, which
they are going to make their presentations on achievements and challenges In
the next session, that we established last year have played a major role in
identifying activities that need to accelerate, removing road blocks where needed
and in making sure that Departments cooperate in cross cutting areas.

With the help of that focus | think we have achieved a lot this year. We
have begun to feel that completion of Platform 1 is coming more clearly into
sight. | will not go through all the achievements during the year as we will be
discussing those and our remaining challenges in more detall later. But, if we
step back and think about our objectives for a moment Platform 1 is about
making the budget more credible. We realise that our ambition to make better
use of public money and harness it more closely to our priorities cannot be
achieved unless the budget process has integrity and is robust, stable and
predictable enough to be taken seriously as an instrument of policy delivery. And
what is clear to us now is that, however it has been achieved, the budget

process IS more credible.

Page 2 of 4



At last year's Review we looked again at the indicators we are using to
measure our progress. We changed a number of them to sharpen their focus
and metrication. In some cases we upgraded them to reflect that progress we
had already made In 2005 suggested we could set our sights higher.
Measurement against those indicators suggest that access to the resources
represented in their budgets are reaching Ministries earlier in the year, in a more

predictable way and that they are taking the opportunity to spend those
resources more in line with their plans than they have been able to before. This
IS a significant step forward and goes to the heart of the objectives of Platform 1.

Excellencies Ladies and Gentlemen,

We recognized that much of this is down to the hard efforts of staff at all
levels, especially inside the Ministry of Economy and Finance and with the
dedicated support of our development partners. And we also readily
acknowledge that some of it is also a spin off benefit from the economic growth
and consequential revenue gains that Cambodia has been enjoying. We know
that actions must still be taken in some key areas to make that improvement in
budget credibility more sustainable in good and bad times. This must come from
a combination of what has gradually become a shorter list of key areas for us to
complete coupled with a major upgrade in our efforts towards improved capacity

development within MEF.

Again, we will discuss more fully during the next two days some of the
technical advances that we still need to complete. We will describe our plans
and your feedback will be invaluable. However, | would like to say a few words
about capacity development which is crucially important to ensure sustainability

of the systems that we are putting in place step by step. Although capacity
development is a long term task and we know that there are no quick fixes, but

we need to accelerate the effort because we feel that our technical progress has
run ahead of our human resource development in some respects and we need to

take further steps to help it to catch up.

Moreover, experience shown that there is always the temptation to reach
out for external assistance when we run into capacity constraints. While an
element of that is certainly necessary, and we are trying to improve the way that
we use technical assistance, we also feel a need to be careful not to stifle the
growth In confidence and initiative in our own people that will be vital to the
sustainabllity of reforms in the longer term. There is a balance to be struck here
and we try to carefully feel our way towards it.

Excellencies Ladies and Gentlemen,

What we have come to realise is that capacity development is about much
more than just training. We also need to address how we recruit, manage,
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motivate and recognise the talents of our staff as well as build the leaders that
will guide and manage in the future the improved public financial management
systems we are putting in place. We also need to learn to manage change better
in a way that is realistic and respects the contribution that we need to draw out
from staff at all levels. You will hear more of our plans in this respect during the
Review.

So, as | said at last years’ Review, we very much welcome the exercise.
In every way we see it as an opportunity to accelerate our pace as we are
moving forward. We are not afraid of criticism, because we already know that
we haven't got everything right, but are keen to learn and we have growing
confidence in the progress we are making. As well as considering progress and
learning lessons, | feel that the Review this year has three important things that it
can contribute to our thinking:

e Firstly, we think that we now have a pretty clear idea of what still needs to
be done to make Platform 1 robust. We need to see if we all share that
view. We don't want to prematurely declare victory with Platform 1, but
nor do we want to find the goal posts shifting.

e Secondly, we need to see if we can all feel confident that the plans In
hand, and which will be described, will achieve what is required in those
important outstanding areas.

e Thirdly, to consider how best to prepare for moving on to Platiorm 2. How
should the transition be handled and what do we need to think about In
advance. Platform 2 is about using the improved budget credibility from
Platform 1 to begin to exercise firmer financial accountability across the
public service for the way that resources are used. My vision of Platform
2 is that it will probably involve a smaller number of individual activities,
but some of them, such as the FMIS implementation will be difficult and
that it is going to draw in staff in other line ministries and agencies In a
way that we have not had to address in Platform 1 because most of the
action has been with us in MEF. This implies a different programme
management task and we need to think ahead about what that is and how
best to handle it.

Finally, of course we are going to have the benefit of the next two days
that can allow our discussion to roam where it leads us and where seems most
helpful. But | would suggest these three areas are practical themes on which we
would particularly welcome your full and frank contribution.

Once again, thanks you all for your participation and | look forward to your
active and productive discussion and contribution.
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