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Introduction

1. This Design Summary Implementation Document (DSID), prepared by AusAID, proposes support to Integrated Water Resources Management (IWRM) in Cambodia, in partnership with the Asian Development Bank (ADB), as part of the Australian Mekong Water Resources Program.

2. AusAID is being asked by ADB to contribute A$5 million in grant financing to the Cambodia Water Resources Management Sector Development Program (CWRMSDP)
, working with the Royal Government of Cambodia (RGC).

3. The CWRMSDP will run from 2010-2017 and comprises:

· Reforms of institutions and policies, and capacity building to improve Cambodian water governance and IWRM;

· Rehabilitation of small- to medium-scale irrigation systems and delivery of irrigation services within the Tonle Sap basin (a sub-basin of the Mekong basin); and

· Capacity development technical assistance (CDTA) to assist with the CWRMSDP implementation.

4. The proposed AusAID contribution would be to the CDTA and disbursed over the first four years of the CWRMSDP up to 2013, subject to regular performance appraisal – see later section on Funding. The rationale being that the CDTA is considered an essential support to the RGC in the early years of the CWRMSDP.
5. The CWRMSDP is complementary to and reinforcing of existing bilateral and regional activities including the: Cambodia Strategy for Agriculture and Water (SAW), Cambodia Agricultural Value Chain Program (CAVAC); and support to the Mekong River Commission.

6. The total funding for CWRMSDP is US$63 million, comprising an ADB program loan of US$20 million, a project investment of US$32 million and supporting capacity development technical assistance (CDTA) of US$11 million
.
Background

7. The proposed CWRMSDP supports the logic of the Australian Mekong Water Resources Strategy (AMWRS). The goal of the AMWRS is to promote regional cooperation to achieve sustainable development through better use and management of the Mekong Region’s water resources. The goal is supported by three inter-related strategic objectives: strengthening institutions; building reliable knowledge that is readily available; and, making more informed decisions on the region’s water resources. The CWRMSDP is relevant to all three objectives.

8. The proposed CWRMSDP Activity builds on the Aid program’s existing support of improved water resource management articulated in the Australian Mekong Water Resources Program Delivery Strategy 2009-2012, approved in March 2009 (provided as Attachment 1). 

9. Priorities: To achieve the Australian Mekong Water Resources Program’s goal and objectives, activities supported by Australia address one or more of the following priority issues:

· capacity building—technical and social capacity building to enable IWRM;

· environmental change—adapting to climate and other environmental change;

· food security—ensuring there is enough food for vulnerable and marginalised people;

· hydropower assessment—comprehensively assessing options, including alternatives;

· transboundary engagement—engaging more constructively on water-related issues between all six countries of the Mekong Region; and

· corporate social responsibility—encouraging private sector leadership and accountability.

10. The CWRMSDP is particularly relevant to the Australian priority issues of capacity building and food security. 
11. The Australian Mekong Water Resources Program portfolio for 2009-12 comprises eight key activities with three partner groups. At the regional level a key partner is the Mekong River Commission. At the national level, key partners are national governments, usually with delivery in partnership with multilateral development banks, such as ADB and The World Bank. Transnational partnerships are also underway with non-state actors with an emphasis on improving water-related governance and accountability.
12. This Activity would deepen Australia’s engagement with Cambodia. This DSID builds upon initial documentation examined in an AusAID Concept Peer Review (CPR), held Tuesday 15 June 2010. The feedback received before, during and after the CPR meeting was built into revised CPR documentation submitted for AusAID consideration in September 2010. This Activity design documentation comprises what ADB refer to as the Program/Project Administration Manual (PAM)
 (provided as Attachment 2).
13. AusAID’s point of engagement in the ADB throughout the design phase of this Activity has been the Agriculture, Environment and Natural Resources Division in the South East Asia Department.
14. Consultation with RGC: An MOU signed by ADB and the RGC on 9 October 2009 outlined sector issues and the proposed assistance program. A subsequent Fact Finding Mission from 23 February – 12 March 2010 met with the Deputy Prime Minister, Council for Agricultural and Rural Development (CARD), senior officials of the Ministry of Water Resources and Meteorology (MOWRAM), and the Ministry of Economy and Finance (MEF). Later missions and meetings have led to an agreement-in-principle between RGC and ADB to proceed. RGC wrote to the ADB President on 29 June 2010 (see Development Policy Letter in the PAM pages 34-38). AusAID have been observing the RGC-ADB negotiations since 2008 and have been impressed by the carefully negotiated progress.

Rationale for Aid program support of Cambodia IWRM 

15. Influx of investment to Cambodia: Potentially massive low-condition funds are flowing to Cambodia for irrigation development/rehabilitation/modernisation from new donors such as Korea, Kuwait, Qatar, China, India. More than US$1 billion in projects are currently on the table at MOWRAM, submitted by various development partners. Many hydropower projects are also under consideration by the energy ministry. It is very hard to find evidence of integrated efforts by the authorities responsible for water resources management, land-based food production, watershed management, environmental protection and energy production. Thus, strategic investment in strengthening IWRM capacity presents an opportunity to improve Cambodian water governance at a critical time. Hence, AusAID is considering the partnership with the ADB to contribute to the CWRMSDP that has been developed over the past three years
 with MOWRAM and MEF.

16. Must be complementary to existing lines of Australian support: AusAID commissioned exploratory work in 2008 to determine needs, government demand, and the issues that should be carefully addressed in order to improve the prospects of any new Activity. It has been important for AusAID to fully understand the opportunities and problems of the Cambodian contemporary context to ensure any new IWRM-related support activity complements existing Aid program investments.  AusAID is well aware of water resources management institutional challenges in Cambodia as a result of regular experiences of AusAID staff (including the Mekong Water Resources Advisor) and partners. This was augmented by recent analysis commissioned of MOWRAM (by AusAID consultants, Peter Millington and Clive Lyle).
17. Australian contribution to CWRMSDP would add value: AusAID’s value-added to this activity is the multiple points of existing engagement that can be leveraged in support of the achievement of CWRMSDP objectives. These include the Australian support of SAW, CAVAC, CDRI, MRC and scholarships, fellowships for water resources professionals, and the Cambodian components of the Mekong Region Futures project of the CSIRO-AusAID Research for Development Alliance. Each of these is summarized in the following points.
18. Strategy for Agriculture and Water (SAW) (2007-2010): Australia is committed to improving the harmonisation and alignment of SAW program planning, implementation and M&E in our role as the development partner co-facilitator of the Technical Working Group (TWG) on Agriculture and Water. CWRMSDP is a vehicle for implementing part of the SAW agenda. The TWG co-facilitation role provides direct opportunity for AusAID to ensure that SAW and CWRMSDP are genuinely complementary. AusAID participation in the CWRMSDP Program Steering Committee (PSC), coupled with ADB commitment, provides another opportunity for AusAID to ensure that a target of the SAW process – bringing together the water and agriculture sectors – becomes a reality.
19. Cambodia Agriculture Value Chain Program (CAVAC) (2010-2014): Australia is committed to enhancing agricultural productivity and diversification and improving water resource management in Cambodia through CAVAC, our flagship program supporting Cambodia’s agricultural sector. The Australian commitment is A$43 million from 2010-2014. The overall purpose of the program is to deliver practical benefits including improved food security and increased income of poor farmers engaged in rice-based farming systems, by promoting market-oriented agricultural development and product diversification. CAVAC will rehabilitate small to medium scale irrigation schemes which will then be transferred to farmer groups accompanied by assistance to operate and maintain these systems. This irrigation dimension to CAVAC is not dissimilar to the project component of CWRMSDP that is seeking – like CAVAC – to demonstrate good practice in various places, and concretise the contribution to Cambodia’s rural development. The CWRMSDP PSC, and the CAVAC equivalent provide another mechanism to guide cross-learning between CAVAC and CWRMSDP, and foster integration between Ministry of Agriculture, Forestry and Fisheries (MAFF), Ministry of Rural Development (MRD) and MOWRAM.

20. Building Cambodian water governance research capacity (2006-2011): The existing AusAID-funded Water Resource Management Research Capacity Development Program, led by Cambodia Development Resources Institute (CDRI), aims to address the core issue of research capacity and through this, influence IWRM policy and practice in Cambodia by involving farmers, researchers, managers and policy makers. The Australian commitment is approximately A$2.8 million over 2006-2011 with the funds shared between CDRI, University of Sydney, and the Royal University of Phnom Penh. AusAID is already pursuing ways for the CDRI investment and learnings to benefit the subsequent investments. For example, the annual CDRI Cambodia Development Forum could serve as a deliberative platform to present the progress and challenges of CWRMSDP, CAVAC and the Cambodian and regional aspects of Mekong Region Futures and the MRC. CDRI researchers can be involved in informing and analyzing these other efforts, and by joining formal M&E processes.

21. Mekong Region Futures (2010-2012): As part of the ‘research for development’ alliance between AusAID and CSIRO, the Mekong Region Futures project is exploring the nexus between food, water and energy to contribute to better planning decisions in and between these sectors. The Cambodian implementing team includes the Institute of Technology of Cambodia (ICT), Aalto University (Finland) and a Cambodian international water lawyer. The team has already forged working relationships with the Supreme National Economic Council (SNEC)
 and MOWRAM, with a territorial focus on Tonle Sap.

22. Mekong River Commission (MRC) (2009-2013): AusAID support to MRC is now concentrated in three core Activities: Mekong IWRM Project (MIWRMP), Mekong Climate Change Adaptation Initiative (CCAI), the Integrated Capacity Building Program (ICBP). Each could be complemented by new Australian support to the CWRMSDP. It is now widely recognized that, rather than over-focusing on the Cambodia National Mekong Committee Secretariat (CNMCS), it is essential for line agencies, such as MOWRAM, to be more directly connected with the regional water resources development issues, and the opportunities that investments in the MRC can provide. Australian participation in the steering committees of each of these Activities can promote this constructive shift in emphasis and beneficiaries.

23. MRC MIWRMP builds on previous MRC work to develop water resources management tools, procedures and guidelines. These measures are essential for making fully informed decisions on the reasonable and equitable use of water across the Mekong Basin (as per Article 5 of the Mekong Agreement). Part of the MIWRMP is the operation by the MRCS of the Procedures for Notification, Prior Consultation and Agreement (PNPCA). CWRMSDP includes support for the establishment in Cambodia of national water resources committee with an inter-ministerial secretariat. In effect, this would create the never-established Cambodia National Mekong Committee (CNMC). Establishment of this new committee would make it more likely that Cambodian perspectives in PNPCA and MRC processes are more reflective of the views of more than just MOWRAM.

24. MRC CCAI is building knowledge and improving the capacity of Mekong governments to adapt to and manage climate change. The CWRMSDP also has a target to increase resilience to climate change and the design includes specific actions, for example, to improve the coordination and cooperation between MOWRAM and the Cambodian Ministry of Environment (MOE) to ensure climate change is an integral aspect of a new Cambodan IWRM agenda.

25. Capacity development: MRC ICBP is developing a critical mass of Mekong nationals qualified to improve the capacity of the MRC and other players so they can operate more effectively in national and transnational water resources management arenas. In addition more than 340 Cambodian scholarship holders have graduated from Australian universities at post-graduate level and about 40 Cambodian students currently study in Australia on full scholarships in fields such as water resources management, agriculture and health. Also, in recent years many Cambodian colleagues have participated in short courses as part of Mekong teams supported under the Australian Leadership Awards Fellowships. Examples are the groups that have been hosted by the International Centre of Excellence in Water Resources Management (ICEWaRM) in Adelaide.

26. In concert with existing Australian-supported initiatives, CWRMSDP provides a substantial new opportunity to support Cambodia improve the management of its precious freshwater resources.

Activity summary

27. The CWRMSDP comprises:

· Reforms of institutions and policies, and capacity building to improve Cambodian water governance and IWRM;

· Rehabilitation of small- to medium-scale irrigation systems and delivery of irrigation services within the Tonle Sap basin (a sub-basin of the Mekong basin); and

· Capacity development technical assistance (CDTA) to assist with the CWRMSDP implementation.

28. CWRMSDP has three key outputs: A) Enhanced capacity of the government to manage water resources; B) Enhanced capacity of MOWRAM to manage and deliver irrigation services; C) Sustainable rehabilitation of small- and medium-scale irrigation schemes in the Tonle Sap basin.

29. AusAID finance would fund the CDTA (PAM pages 78-79) to support the implementation of an IWRM reform agenda by the RGC and underpin the successful achievement of outputs A and B. The outcome sought by the CDTA is improved management of water resources and irrigation services in Cambodia through enhanced planning, policy, legislation, organisational development and enhanced human resources capacity.
30. The components of Output A, B and C are summarized in the Program and Project Description of the PAM pages 1-4.

31. The components of Output A will: strengthen the RGC framework for IWRM through improving the strategy, policy and legal framework for IWRM; strengthen MOWRAM’s capacity to promote IWRM; and, enhance the human resources capacity to deliver this output:
i. Support the Government's Strategy, Policy and Legal Framework for IWRM: The RGC will be supported to finalise the legal framework for water resources and to prepare, adopt and begin to implement a National Water Resources Plan. Sub-decrees and regulations under the 2007 Law on Water Resources Management will be developed in the four areas of (i) water licensing and water allocation, (ii) river basin management, (iii) farmer water user community (FWUC) establishment and (iv) water quality.

ii. An improved coordination and cooperation framework for IWRM: The RGC will be supported to manage and coordinate water resources at national, regional and river basin levels. At the national level, a high level Water Apex Body will be established for inter-ministerial coordination of national water resources issues, with an operational inter-ministerial Secretariat in MOWRAM. At the regional level, a strategic plan for Tonle Sap Authority (TSA) will be developed and implemented. A pilot river basin coordination forum/committee in Stung Sen river basin (including the provinces of Kompong Thom 
and Preah Vihear) will be established and a water management plan for the river basin prepared. The coordination and cooperation mechanisms between the new apex body, Cambodia National Mekong Committee Secretariat (CNMCS), Tonle Sap Authority, MOWRAM and river basin forums/committees will also be clarified.

iii. Strengthened capacity of MOWRAM to promote IWRM: The Ministry of Water Resources and Meteorology's (MOWRAM) technical capacity will be strengthened in four specific areas required to promote IWRM: (i) assessment of water resources at a nationwide scale, (ii) collection, analysis and dissemination of data for water management, (iii) flood and drought forecasting capacity, (iv) and coordination and cooperation structures MOWRAM and MOE to mainstream adaptation to climate change in IWRM plans and actions, as well as promoting IWRM approaches in climate change adaptation planning and implementation.

iv. Human resources capacity development to promote IWRM: Specialist bachelor and post-graduate degree courses in water resources management through the Institute of Technology of Cambodia (ITC)
 will be developed to increase the number of qualified professionals graduating annually.

32. The components of Output B will support MOWRAM to implement selected activities identified under the SAW, and improve its organization and financial management at the national, provincial and local level:
i. Support to implement the SAW including: making Farmer Water User Committees (FWUCs) financially independent and functional
.
ii. Strengthen organizational structures and administrative and technical capacity of MOWRAM, Provincial Departments of Water Resources and Meteorology (PDWRAMs) and district offices (PDAs);
iii. Provide adequate budget for operation and management (O&M) of irrigation systems;

iv. Develop human resources capacity
 to manage, operate and maintain irrigation systems – both of Government and FWUCs.
33. The components of Output C will assist RGC deliver on its development goals:
i. Strengthen provincial and district level administrative capacity;

ii. Rehabilitate and improve irrigation infrastructure of approximately 15,000 hectares of existing small and medium scale irrigation schemes in the Tonle Sap basin within the provinces of Kompong Thom, Banteay Meanchey, and Siem Reap, drawing on the lessons learned from the Cambodian Northwest Irrigation Sector Project.

iii. Enhance technical skills, livelihood opportunities and capacity for FWUCs and farmers within rehabilitated irrigation systems.

iv. Support MOWRAM, PDWRAMs, PDAs and FWUCs to manage investment activities effectively and efficiently at national, provincial, district and project levels to ensure that the Project part of CWRMSDP is implemented on time and within budget.

Funding

34. The total funding for CWRMSDP is US$63 million, comprising a program loan of US$20 million, a project investment of US$32 million and supporting capacity development technical assistance (CDTA) of US$11 million.

35. ADB is contributing US$33.8 million in total to the CWRMSDP for the ‘program’, ‘project’ and CDTA support as explained below. The ADB funding has been unanimously approved by ADB Directors on 23 September 2010.
 The decisions by OFID, AusAID and NDF will be taken between now and end of 2010.
36. US$20 million of the ADB contribution is for a program loan that will provide budget support to assist RGC finance a portion of the adjustment costs for the IWRM policy and institutional reforms and investments. These have been agreed during the Cambodian SAW process
, with details negotiated with RGC during CWRMSDP document finalisation. ADB propose to disburse this loan in two equivalent tranches, with the second conditional upon full-compliance with the first tranche conditions, about 24 months after CWRMSDP implementation commences.

37. US$10 million of the ADB contribution is for a project loan; and US$2.8 million is for a project grant. In response to a further request from RGC, the OPEC Fund for International Development (OFID)
 is contributing a concessional project loan of US$12 million. Further contributions from RGC (est. US$6.36 million) and project beneficiaries (est. US$0.76 million) mean that total project finance is estimated at US$31.92 million.

38. An AusAID grant would be the major contribution to the CDTA, built further by EUR 3 million (US$3.75 million equivalent) from the Nordic Development Fund, US$1 million from the ADB’s TA funding program (TASV-IV), and US1.86 million equivalent from the Royal Government of Cambodia (RGC) – tallying US$11.16 million equivalent over a 5 year period.

39. The CDTA cost estimate is summarised in the PAM (page 81). The AusAID contribution – 41% of the US$11 million for technical assistance -  is allocated to: international and domestic consulting services - $A1.222 million; training, seminars, conferences, workshops - $A2.773 million; administration and support - $A100K; and contingency costs - $A455K.  This is not ‘bricks and mortar’ but it should be considered within the context of underpinning support to the additional US$52 million being invested in the CWRMSDP, and the intention of constructively influencing decisions taken on how best to receive and manage the large sums currently being offered to Cambodia by a range of ‘new’ development partners.
40. The AusAID grant would be paid into an ADB trust fund.

41. It is proposed the AusAID grant would be disbursed over four financial years:
2010/11
A$1.0 million
2011/12
A$1.5 million
2012/13
A$1.5 million
2013/14
A$1.0 million
42. The forward funding requirements for AusAID of this Activity were foreshadowed in the Delivery Strategy, and can be met from within the MK1 program fund base allocation (assuming some real growth on the 2010-11 base).

Specific comments on AusAID’s quality principles

Clearly stated objectives 

43. The CWRMSDP objective is to improve the management of water resources in Cambodia by enhancing the capacity of: a) the government to manage water resources; and b) MOWRAM to manage and deliver irrigation services. This is consistent with the Australian Mekong Water Resources Program Delivery Strategy 2009-2012 and complementary to existing Australian aid to Cambodia.

44. The impact sought from this proposed CWRMSDP is enhanced food security and economic growth for Cambodia. The outcome sought from CWRMSDP – that would contribute to the desired impact – is improved management of water resources and more efficient and sustainable irrigation services in the project area.

45. The objective is in line with the agreement between RGC and development partners embodied in the Cambodia SAW, officially accepted by RGC in 2010. The objective is also complementary to the desired outcomes from CAVAC that relate to a more efficient and productive agriculture sector in Cambodia.

46. Policy Development Letter: The Policy Development Letter from RGC in the PAM (pages 34-38) signed by Deputy Prime Minister Keat Chon, Ministry of Economy and Finance, commits the RGC to what would be a potentially impressive and far-reaching reform agenda for the management of water resources. The letter makes explicit the requests and expectations of the RGC in entering into a CWRMSDP agreement with the ADB.

47. Policy Matrix: The Policy Matrix (PAM Annex 3, pages 39-43) is also of particular note as it spells out measures RGC agree to undertake prior to the release of first and second tranches of loans from ADB.
Effective monitoring and evaluation arrangements

48. The CWRMSDP performance targets are clearly specified, measurable and achievablein the Design and Monitoring Framework in the PAM (pages 31-32). Examples of targets are presented in Table 1. The framework is quite straightforward and will provide clear evidence-based progress information for consideration by the PSC and the donor reviews. The Policy Matrix is also crucial in understanding the proposed M&E framework and its connection to risk management and the conditions for release of the second tranche of the program loan from ADB.Joint monitoring with MOWRAM colleagues will strengthen local M&E capacity.
49. PAM page 79 notes that tripartite review meetings would be held between RGC, the consultant team managing the CDTA and ADB/AusAID/NDF to coincide with CWRMSDP review missions to monitor progress and outputs and resolve any implementation issues. Joint monitoring with MOWRAM colleagues would strengthen local M&E capacity.
Appropriately addresses sustainability 

50. Success would see Cambodian water resources policy, planning and decision-making integrate irrigation (food and other crop production), land-use, ecological and energy (hydropower) concerns. In the first instance this would see Cambodia’s water resources sector capably implementing the IWRM components of the newly approved Cambodian government’s Strategy for Agriculture and Water, and progressing well with general sector strengthening. It is recognized that AusAID support to MOWRAM is a medium term venture and an 8 year timeframe is realistic if we are to be serious about sustainability. The M&E framework specifies performance targets to 2013, and others by 2018.
51. CWRMSDP budgets extend over the period 2010-2017. But, as previously noted, the Australian contribution is proposed to be disbursed to the ADB trust fund between 2010 and 2013.

Table 1
CWRMSDP target example (PAM pages 31-33)

	Performance targets and indicators with baselines

	IMPACT SOUGHT

Enhanced food security and economic growth
By 2018

Project area households in poverty reduced by 30%. Project area households with insufficient rice for year-round consumption reduced by 40%. Project area average incomes from agriculture increased by 30%.

	OUTCOMES SOUGHT

By 2013

Policy, legal and institutional framework in place to operationalise the Law on Water Resources.

By 2018

Wet season rice yield increased from 0.8 to 1.9 t/ha. Dry season rice yield increased from 1.7 to 3.6 t/ha. Cropping intensity increased from 2010 level of 100% to 160%.

	OUTPUTS

By 2013

Four subdecrees implementing the Law on Water Resources issued by the Council of Ministers; and implementing regulations issued by MOWRAM.

National Water Resources Committee established (and functioning), supported by an inter-ministerial secretariat.

River basin committee established in Stung Sen river basin, with replication in at least one other basin.

Training plan adopted by ITC offering undergraduate and postgraduate courses in water resources management, with 100 students entering the course annually (of which 30% are women).

	By 2013 (as indicated in the Policy Matrix, PAM pages 39-43)

MOWRAM has assigned rights and responsibilities for irrigation infrastructure in the project area.

MOWRAM has completed a review of its organisational structure, capacity, systems and staff resources, and demarcated responsibilities for water resources management and irrigation services.

15,000 hectares of irrigation schemes rehabilitated.

FWUC management committees established (and functioning) in all of these schemes – with 30% women members.


Implementation and risk management

52. CWRMSDP management structure is shown in PAM Annex 7 (page 49). MOWRAM will be the executing agency. The roles and responsibilities of stakeholders are summarised in PAM pages 6-7. ADB have put considerable effort into negotiating the implementation arrangements with RGC and the final proposal is considered workable.

53. AusAID plans to be an active and visible partner in this Activity by participating in semi-annual joint review missions with ADB and other donors and take an observer seat on the Program Steering Committee (PSC). The Mekong Water Unit is resourced adequately to deliver on this ongoing level of engagement.

54. PSC will be established, chaired by the Minister of MOWRAM, with Secretary of State of MOWRAM assigned as permanent vice chair. The PSC will include high level representatives from a range of Cambodian Ministries. The PSC will be responsible for overall direction of the CWRMSDP, inter-agency coordination and Program monitoring. The PSC will meet at least twice per year. ADB and AusAID will be official PSC observers.

55. Implementation arrangements are embedded within MOWRAM to the extent possible, although it has been judged by ADB there is still a requirement for some consultancy management support. Hence, there is a TA consultant for components A and B, and a Loan consultant for component C.

56. ADB have presented satisfactory suggestions, embedded in the PAM that will ensure the inputs of AusAID, NDF and OFID are harmonised within the CWRMSDP. The rationale for Australian support to this new Activity spelled out the complementarity of CWRMSDP to existing Australian-funded efforts.
57. Risks – declared and undeclared: The Design and Monitoring Framework spells out many risks, but leaves out others. Principal among them is that MOWRAM and its longtime leader have long demonstrated a resistance to integration with other sectors and are currently in the thrall of the large sums that may be coming its way if promises of many new donors become reality. Hence, risks include:

· RGC failing to establish and institutionalise effective new organisations despite assurances to the contrary (eg. Apex water body, Tonle Sap Authority, Stung Sen River Basin committee/forum);

· MOWRAM leadership continuing to display a disinterest in: IWRM, inter-ministerial coordination, basin and watershed management approaches, analysing tradeoffs between hydropower and agriculture/fisheries and continuing with heavy focus on uncritically welcoming all offers of investment in irrigation renewal/expansion;

· Continued disconnect between hydropower expansion, agricultural management and irrigation renewal/expansion;

58. It should be recognised that some of the risks listed above are features of the operating environment and are therefore the issues that the CWRMSDP is attempting to address. Many constructive reforms are embedded in the PAM via the Policy Development Letter and the Policy Matrix.
59. If passed at Peer Review, an initial step would for an actionable Risk Management Plan to be prepared by AusAID linked to an enhanced Design and Monitoring Framework.
60. A political engagement strategy for Australia will also need to be agreed that clearly maps out the Australian support for this investment. For example, this may include: strategic involvement of the Head of Mission at the Australian Embassy at appropriate times, using our wider relationship with ADB to ensure that the ADB Country Office actively engages in oversight of the CWRMSDP and fully supports the ADB water resources professionals with lead responsibility. This strategy will also specify the way that the other Australian-supported initiatives will be linked to ensure that the potential value-added becomes a reality.
Cross-cutting issues

61. Gender: Gender advocates are often dismayed in Cambodia, but the documentation provided by ADB does show serious reflection on gender issues in the Gender Action Plan (GAP) prepared for CWRMSDP. GAP implementation would be monitored by the PSC and review missions.

62. Anti-corruption: The PAM describes on page 26 the ADB anti-corruption policy insofar as it applies to the project component of CWRMSDP, and later on page 83 acknowledges the issue of the risk from corruption and fraud in procurement.  PAM Annex 20 pages 83-86 elaborates a plausible ‘good governance framework’ to be applied during implementation.
Analysis and lessons

63. A recent Cambodian Human Development Report 2007 noted that Cambodia faces problems in its democratic functioning and in upholding rights to property and investment, for various reaons, including: top heavy decision making, despite a multi-tiered governance system, that often leads to slow, arduous and inefficient processes. The same report noted the ambiguity that exists when more than one authority makes decisions about the same resource (eg. Land, water, energy etc.). Low State revenues and civil service salaries have also been acknowledged as problematic, leading to poor motivation, ‘brain drainage’ from the public sector, and continuance of low skills levels, which are likely to underlie poor service delivery, particularly in rural areas. This is all relevant to CWRMSDP.
64. An assessment of governance in Cambodia, undertaken jointly by DFID and AusAID reported perception-based data showing some improvement in all governance indicators between 1996 and 2006, except for two areas, namely the control of corruption and the rule of law. Cambodia ranked among the bottom quartile of performers among all countries. UNDP have also reported that policy and regulatory frameworks in Cambodia are underdeveloped, with many laws still in the process of being drafted or awaiting approval, and most of the existing law and regulations still poorly enforced. These examples which remind of the difficult implementation context for any development interventions in Cambodia.

65. The PAM provided by ADB is thorough but given the public nature of loan documents that must be endorsed by partner governments, it does not include sufficient, explicit analysis of the political economy of Cambodian development cooperation. The PAM also pays insufficient regard to the lessons learned from similar past investments by ADB in Cambodia, or elsewhere. However, it is clear from discussions with ADB and the Agence Française de Développement (AFD) that they are painfully aware of some of the shortcomings of previous projects, such as Northwest Irrigation Sector Project (NWISP), and the Stung Chinit Irrigation and Rural Infrastructure Project (SCIRIP).

66. ADB have also provided a Sector Assistance Program Evaluation (SAPE) of the bank’s assistance program to the Cambodian agriculture, rural development and water sectors. The SAPE, finalized in 2009 by the ADB’s Independent Evaluation Department (provided as Attachment 3), is necessarily a restricted document due to its extremely candid analysis and assessment of various development interventions of direct relevance to the CWRMSDP. The SAPE includes some brutal conclusions about the success of various recent interventions, but has searched for lessons to guide future efforts. The recommendations of the SAPE have clearly been taken into account in the framing of the CWRMSDP, for example via use of the Sector Development Program (SDP) modality rather than repeating some recent piecemeal small project approaches.
� The CWRMSDP has been shaped using a US$1.3 million grant, approved in October 2006, for ADB TA4848. There has been a careful process of Activity development that has learned from past experiences by the ADB within the challenging political context of Cambodia’s land and water resources, energy and infrastructure sectors.


� CDTA is 17% of the total CWRMSDP investment.  The proposed AusAID grant finance would provide 41% of the CDTA financing.


� Moreover, support of the CWRMSDP is in line with research undertaken in 2006 as part of the World Bank-ADB Mekong Water Resources Assistance Strategy (MWRAS) development that clearly set out some of the weaknesses of water resources governance Cambodia (and Laos). Since 2007, Australia has recognised that providing extra support to the Royal Government of Cambodia (and the Government of Lao PDR) was an important dimension of efforts to improve regional water governance overall.


� The PAM describes the essential administrative and management requirements to implement the program and project on time, within budget, and in accordance with RGC and ADB policies and procedures.  The ADB have also prepared their ‘Report and Recommendations of the ADB President to the ADB Board of Directors’ (RRP) that is drawn from the PAM.


� Three years is a long time for the shaping of this Activity. ADB has had to proceed very patiently with RGC’s MEF and MOWRAM and negotiate many, many points that are now embedded in the PAM.


� Other AusAID funded work is focused on improving hydropower governance, using a new Hydropower Sustainability Assessment Protocol developed by the International Hydropower Association as an entry point to conversations with ministries, financiers and developers. This work is being undertaken in five Mekong countries by the Challenge Program on Water and Food (CPWF) and the M-POWER water governance network. The Cambodian team has also been using SNEC as the platform through which to engage with the Cambodian Ministry of Industry, Mines and Energy (MIME). MIME will be a part of the proposed national water resources committee to be established as part of the CWRMSDP, that we consider an important step for Cambodian IWRM.


� Kompong Thom is a focus area for both CWRMSDP and CAVAC.


� Without criticizing ITC, a common feedback has been for the CWRMSDP to not forget about Royal University of Phnom Penh (RUPP) and the Prek Leap Agriculture University when considering supporting the development of water resources management professionals.


� There are a range of problems with FWUCs, not all related to financial matters. There are tensions between MOWRAM’s recent top-down vision vis a vis bottom-up initiatives more in the spirit of the decentralization and deconcentration push championed by other parts of government including the Ministry of Interior (MOI). The ADB team have a good understanding of this complexity as do colleagues in CAVAC, CDRI, the NGO CEDAC etc..


� It is not just a matter of ‘capacity’, but also incentivizing.


� The ADB Board meeting was set for 23 September 2010, in full realization that decisions still need to be taken by AusAID, OFID and NDF. ADB staff submitted to their Board at this time because OFID rules require the ADB to have already submitted to their own Board before OFID can take a a decision – OFID Board consideration is scheduled for end of September 2010. Also, ADB staff are directed by an ‘anti-bunching’ rule that stipulates that if the design of an Activity was started earlier than Q2 of any calendar year, it must be submitted to the ADB Board before the end of Q3, or otherwise it must wait until Q1 of the following year. The last ADB Board date for Q3 was 23 September 2010.


ADB have sought, and now obtained approval from their Board to administer a portion of technical assistance not exceeding the equivalent of A$5 million that may be provided by the Government of Australia. The wording they have used in their letter from their President to their Board ensures that AusAID quality deliberations still have the opportunity to influence the shape of the CDTA. The ADB officer responsible for CWRMSDP has assured us that the feedback from the AusAID Peer Review will be carefully considered and that flexibility remains to shape implementation.


� AusAID has fully supported the extended SAW process and has been clear from the outset of negotiations with the ADB, that Australian support to the CWRMSDP must be SAW-compatible.


� The OPEC Fund for International Development (OFID) is a multilateral development finance institution established in 1976 by the Member Countries of the Organization of the Petroleum Exporting Countries (OPEC). Its objective is to reinforce financial cooperation between OPEC Member Countries and other developing countries, by providing financial support to the latter for their socio-economic development. The resources of OFID are also used to provide grants for food aid, technical assistance, research and similar intellectual activities. One of the institution's central aims is to advance South-South solidarity. OFID has been headquartered in Vienna, Austria since 1976.


� There are 10 conditions specified in the Policy Matrix to be achieved prior to release of the 1st program loan tranche of US$10 million. There are a further 23 conditions specified for release for the 2nd program loan tranche of a further US$10 million.
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