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CLIMATE CHANGE ASSESSMENT 
 

I. BASIC PROJECT INFORMATION 
Project Title: Inclusive Financial Sector Development Program, Subprogram 3  

Project Cost 
($ million): 

 
40.0 

Location: Cambodia 

Sector: Finance 

Theme: Inclusive economic growth; Environmentally sustainable growth 

Brief 
Description: 
 

The program’s envisioned objective is the development of a sound, efficient, 
diversified, and inclusive market-based financial system in line with Cambodia’s 

Financial Sector Development Strategy, 2016–2025.1 This will be achieved through 
improvements to Cambodia’s financial sector’s inclusiveness, stability, and 

infrastructure. Subprogram 3, which builds on the previous subprogram 1 (2014–2016) 

and subprogram 2 (2016–2019), supports three reform areas: (i) access to formal 

financial services for the poor; (ii) financial sector stability; and (iii) financial sector 
infrastructure. 

 
Reform area 1: Access to formal financial services for the poor. This reform area 
built on accomplishments under subprograms 1 and 2 by promoting a more inclusive 
financial sector, introducing landmark government-backed credit-enhancing financial 
products and establishing a framework for adequate consumer protection. Embedding 
financial literacy in all facets of society, starting with boys and girls, will enable 
Cambodians to better manage their financial resources and support enterprise and 
capital market development.  

 
Reform area 2: Financial sector stability. Building on subprograms 1 and 2, this 
reform area has established measures to increase financial sector stability and 
confidence, enlarge and deepen the bank and nonbank financial subsectors, grow the 
capital market, and strengthen crisis management.  

 
Reform area 3: Financial sector infrastructure. This reform area built on 
accomplishments under previous subprograms by supporting financial infrastructure 
upgrades, strengthening anti-money laundering/combating the financing of terrorism 
(AML/CFT) measures and enabling more financial products and services.  

 
Subprogram 3’s contribution to climate adaptation and mitigation. The policy 
actions supported under subprogram 3 have climate adaptation and mitigation 
benefits. The subprogram will help to strengthen the resilience of climate-vulnerable 
farmers and micro, small and medium-sized enterprises (MSMEs) by improving their 
financial literacy and improving their access to finance. The program also increased 
the resilience of the financial sector to the impacts of climate change through the policy 
reforms on financial stability (especially those that impact financial institutions engaged 
in lending to the agriculture sector). The Alliance for Financial Inclusion (AFI) has noted 
that: “Financial inclusion is vital in helping the most vulnerable communities build 
resilience and mitigate losses that result from climate change.”2 Improved access to 
financial services allows the population to manage risks, and to plan against and 
mitigate shocks through savings, borrowing, remittances and digital payments. 
Financial inclusion aims to provide appropriate financial services to the disadvantaged 
and economically marginalized, thereby contributing to sustainable development and 

 
1 NBC. 2016. Financial Sector Development Strategy, 2016–2025. Phnom Penh. 
2 Alliance for Financial Inclusion (AFI). How Does Financial Inclusion Impact Climate Change. Accessed February 

2021. 

http://www.adb.org/Documents/RRPs/?id=44263-016-3
https://www.nbc.org.kh/download_files/publication/blueprints_eng/Financial-Sector-Development-Strategy-2016-2025-English.pdf
https://www.afi-global.org/wp-content/uploads/publications/2017-10/images.pdf
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climate change adaptation. 3  The subprogram also increases the resilience of the 
banking sector to financial shocks4 caused by climate extreme events (e.g., climate-
induced disasters such as Typhoon Ketsana in 2009).5 The subprogram is aligned with 
the Asian Development Bank (ADB) Strategy 2030 operational priorities (OPs): 
addressing remaining poverty and reducing inequalities (OP 1), accelerating progress 
in gender equality (OP 2), tackling climate change, building climate and disaster 
resilience, and enhancing environmental sustainability (OP 3), promoting rural 
development and food security (OP 5), and strengthening governance and institutional 
capacity (OP 6).  
 

 
II. SUMMARY OF CLIMATE CHANGE FINANCE 

ADB will provide a loan of $40 million. As loan proceeds are not mapped to each policy action under the 
three reform areas, the extent of the climate adaptation and mitigation finance corresponding to the policy 
actions has been estimated through a proportionality approach.6 The $40 million has been divided equally 
into 15 policy actions ($2.57 million each) and then each allocation has been pro-rated according to each 
of the climate-related components of each policy action, as applicable. Of the 15 policy actions under 
subprogram 3, 13 have climate adaptation benefits, and four have climate mitigation benefits. Climate 
adaptation finance is estimated at $4.7 million and climate mitigation finance is estimated at $ 1.2 million 
(see Annex 1). 
 
 

Project Financing Climate Finance 

Source Amount 
($ million) 

Adaptation 
($ million) 

Mitigation 
($ million) 

Asian Development Bank    

Ordinary capital resources (regular loan) 40 4.74 1.23 

 Source: Asian Development Bank.  

 
III. SUMMARY OF CLIMATE RISK SCREENING AND ASSESSMENT 

A. Sensitivity of Project Component(s) to Climate or Weather Conditions and the Sea Level 
 
The sensitivity to climate change of the proposed subprogram is low. However, the target sectors (MSMEs, 
the agriculture value chain, financial infrastructure) and the beneficiaries of the subprogram (the poor and 
MSME entrepreneurs, local financial institutions and nonbank financial institutions) are vulnerable to 
climate change and variability. Climate change is recognized as one of the greatest threats to financial 
stability and poverty alleviation, and increases financial exclusion.7 

 
The target institutions (financial institutions and nonbank financial institutions and insurance companies) 
serve MSMEs, including those in the agriculture sector and populations vulnerable to the impacts of climate 
change and variability. Disruption to debt servicing due to loss and damage incurred by borrowers will 
negatively impact the value of the banks’ loan portfolios. The infrastructure of financial institutions is also 
exposed to risk resulting from the impact of extreme events such as floods. AFI recognizes that climate 

 
3 Institute for Global Environmental Strategies (IGES). 2016. Financial Inclusion: Key to Sustainable Development 

and Climate Change Adaptation. Kanagawa, Japan. 
4 World Bank. Payment Systems. Accessed January 2021. 
5 Asian Disaster Reduction Center (ADRC). Information on Disaster Risk Reduction of the Member Countries. 

Accessed January 2021. 
6 As per the Guidance Note on Counting Climate Finance at ADB, October 2016 and the 2018 Joint Report on 

Multilateral Development Banks’ Climate Finance. 
7 AFI. 2017. Sharm El Sheikh Accord: Financial Inclusion, Climate Change & Green Finance. As a founding member 

of the AFI, BSP has representation in all AFI working groups looking at the critical aspects of financial inclusion. AFI 
and ADB have also had an existing partnership to increase financial inclusion in Asia and the Pacific since November 
2017. Under the MOU, ADB and AFI will work together to develop and implement programs and projects, including 
technical cooperation for capacity building, that promote digital financial services; scale up innovations; advance 
policy peer learning; reduce the gender gap in lending; develop climate-sensitive financial inclusion policies; and 
increase cooperation between the public and private sectors. (Source: https://www.adb.org/news/adb-afi-partner-
increase-financial-inclusion-asia-new-mou). 

https://www.worldbank.org/en/topic/paymentsystemsremittances
https://www.adrc.asia/nationinformation.php?NationCode=116&Lang=en
https://www.afi-global.org/publications/2638/Sharm-El-Sheikh-Accord-Financial-Inclusion-Climate-Change-Green-Finance.
https://www.adb.org/news/adb-afi-partner-increase-financial-inclusion-asia-new-mou
https://www.adb.org/news/adb-afi-partner-increase-financial-inclusion-asia-new-mou
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change and environmental risks are of growing concern to central banks, financial regulators, and 
ministries of finance from developing and emerging countries whose policy mandate covers 85% 
(approximately 1.7 billion people) of the world’s unbanked. AFI further states that climate change increases 
financial exclusion, and is among the greatest barriers to financial stability and poverty alleviation.8 The 
Sharm El Sheikh Accord on Financial Inclusion, Climate Change and Green Finance of September 2017, 
endorsed by 94% of AFI members, notes that the convergence of financial inclusion and climate change 
policy outcomes in developing countries and emerging economies are evident, as affordable financial 
services play a vital role in enabling the poor and vulnerable people to cope with financial losses that result 
from the impacts of climate change, and to build resilient, sustainable livelihoods.9 

 
One of the main challenges recognized by the government is that climate change is likely to reduce 
Cambodia’s gross domestic product (GDP) by 9.5% by 2050 even if the global rise in temperatures is kept 
below 2°C by 2100 and Cambodia maintains current levels of investment in climate change adaptation.10 
The overall loss and damage affecting assets, income and especially labor productivity due to heat stress 
on agriculture, construction, manufacturing, and service sectors are projected to reduce absolute GDP by 
2.5% by 2030 and by 9.8% by 2050.11 Efforts to address climate change in Cambodia cannot be separated 
from economic development and poverty alleviation goals.  

 
The government’s commitment to addressing climate change can be seen in Cambodia’s Intended 

Nationally Determined Contribution (INDC),12 the Climate Change Strategic Plan (CCCSP) 2014–2023,13 
the sectoral Climate Change Action Plans,14 the Rectangular Strategy (Phase IV)15 and the National Bank 
of Cambodia’s encouragement of green finance policies16 and other climate change initiatives.17 The 
government recognizes the catalytic role that subprogram 3 plays in increasing the climate resilience of 
financially excluded MSMEs, farmers and the financial institutions engaged in agriculture and other climate-
vulnerable sectors. The integration of climate adaptation and mitigation measures in the development of 
government projects and programs supported by development partners, including subprogram 3 of the 
Inclusive Financial Sector Development Program, will require climate financing support. 
 

 

 
8 Alliance for Financial Inclusion (AFI). AFI is the world’s leading organization on financial inclusion and regulation and 

is composed of central bank regulators and policy makers from 89 member countries.  
9 AFI. 2017. Sharm El Sheikh Accord: Financial Inclusion, Climate Change & Green Finance. 
10 UNDP. Impact to Cambodian Economy from Climate Change Could Be Worse Than First Predicted. Accessed in 

February 2021. 
11 Government of Cambodia. 2018. Cambodia Climate Economic Growth Impact Model. Phnom Penh. 
12 Kingdom of Cambodia.  2015. Intended Nationally Determined Contributions.  
13 National Climate Change Committee, Royal Government of Cambodia. 2013. Cambodia Climate Change Strategic 

Plan (CCCSP) 2014–2023. Phnom Penh.  
14 Fourteen ministries and government institutions have prepared sectoral climate change action plans to contribute to 

the country's climate change efforts and to the successful implementation of the CCCSP. 
15 Royal Government of Cambodia. 2018. Rectangular Strategy IV for Growth, Employment, Equity, Efficiency: Building 

the Foundation toward Realizing the Cambodia Vision 2050. Phnom Penh. 
16 NBC governor Chea Chanto: “As a central bank, our role is to contribute to mitigating financial risks triggered by the 

impact of climate change on economic, social, and environmental conditions. We strongly encourage all financial 
institutions to put in place policies that promote green finance and support climate-friendly investments.” The Phnom 
Penh Post. National Bank of Cambodia Calls for Green Finance Policies. Accessed February 2021. 

17 The Sharm El Sheikh Accord on Financial Inclusion, Climate Change and Green Finance. National Bank of Cambodia 
and Securities and Exchange Commission of Cambodia are members of the Alliance of Financial Inclusion. 

https://www.afi-global.org/inclusive-green-finance.
https://www.afi-global.org/sites/default/files/publications/2019-07/Sharm_FS_19_AW_digital.pdf.
https://www.kh.undp.org/content/cambodia/en/home/presscenter/pressreleases/2018/impact-to-cambodian-economy-from-climate-change-could-be-worse-t.html#:~:text=Phnom%20Penh%2C%20Cambodia%2C%2005%20June,according%-20to%20a%20new%20report.
https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/Cambodia%20First/Cambodia%27s%20INDC%20to%20the%20UNFCCC.pdf
https://www.phnompenhpost.com/business/national-bank-cambodia-calls-green-finance-policies
https://www.afi-global.org/about/
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B. General Climate Risk Screening for Cambodia 

 
Preliminary risk screening was conducted in accordance with the Asian Development Bank’s climate 
change risk management framework, and the subprogram is rated “low risk” for climate change impacts 
since none of the policy actions are anticipated to be adversely affected by climate change. However, 
certain target sectors and beneficiaries of the program are at risk of climate impacts.  
 
A literature review of climatology based on historical observed data was conducted to determine current 
trends in temperature, precipitation, and extreme events.18 An assessment of the impacts of the changing 
climate was done to determine the climate change sensitivity of the critical sectors targeted by the 
subprogram. Climate projections were based on available country studies and reports.19  
 
Cambodia is one of the most vulnerable countries to the impacts of climate change in Asia. 20 
Geographically and ecologically, it consists of four ecozones: Tonle Sap, Delta, Plateau and Mountain, 
and Coastal. Climate change will affect each of these ecozones differently. Provinces in the Plateau and 
Mountain ecozone face the risk of flashfloods, intense rainfall, floods and droughts, while provinces in the 
flat Delta and Tonle Sap zones are threatened by river floods, droughts, storms, windstorms, and seawater 
intrusion.21 Agriculture, infrastructure, forestry, human health, and coastal zones are the most affected 
areas and sectors.22 Climate variability and the frequency of extreme climate events are projected to 
increase. Increasing temperatures and changes in rainfall patterns will affect agriculture (crops, livestock, 
and fisheries) and physical infrastructure, including rural roads. 
 
Mean annual temperatures have increased by 0.8°C since 1960, at a rate of about 0.18°C per decade. 
The rate of increase is most rapid during the drier seasons (December–February and March–May), 
increasing 0.20°C–0.23°C per decade, and is slower in the wet seasons (June–August and  
September–November), increasing 0.13°C–0.16°C per decade. Mean annual temperatures are projected 
to increase across Cambodia by 0.7°C–2.7°C by 2060, and 1.4°C–4.3°C by 2090.  
 
Historical rainfall trends in Cambodia are unclear, with some areas experiencing increases and others 
decreases but these changes are not statistically significant (an estimated 0.2% decrease per year).23 
Rainfall projections from different models have been consistent in showing increases in rainfall, particularly 
increases in wet season rainfall from June to August (-11% to +31% by 2090) and September to November 
(-8 to +42% by 2090) but will be partially offset by projected decreases in December to February (‐54% to 
+36%).24 
 
The frequency of extreme weather events (floods and droughts) has increased since 1987, with nine 
recorded events between 1987 and 1999, and 19 events since 2000.25 Further, the number of provinces 
affected by each event has been increasing. For example, the 2011 floods affected four provinces, but the 
2013 floods affected 20 provinces. Likewise, drought in 2004 affected five provinces but the 2016 drought 
affected all 25 provinces of the country.26 

 
 
 

 
18 World Bank. Climate Data Historical. Accessed February 2021. 
19  USAID. Climate Risk Profile: Cambodia. Accessed February 2021; World Bank Group. Cambodia: Climate Data: 

Projections. Accessed February 2021; World Bank-GFDRR-CIF. Climate Risk and Adaptation Country Profile: 
Vulnerability, Risk Reduction, and Adaptation to Climate Change: Cambodia. Accessed February 2021. 

20  UNFCCC. INDC as communicated by Parties. Accessed February 2021. 
21 Royal Government of Cambodia. 2015. Cambodia INDC. Phnom Penh. 
22 ADB. Agricultural Value Chain Infrastructure Improvement Project: Draft Final Report. Manila 
23 T. Heng Chan. 2015. Observed and Projected Changes in Temperature and Rainfall in Cambodia (Source: Green 

Climate Fund Funding Proposal). 
24 Green Climate Fund (GCF) Funding Proposal. 
25 EM-DAT. The Emergency Events Database - Universite Catholique de Louvain (UCL). CRED. www.emdat.be. 
26 GCF. GCF FP: Climate-friendly Agribusiness Value Chains Sector Project. Accessed February 2021.  

https://climateknowledgeportal.worldbank.org/country/cambodia/climate-data-historical
https://www.climatelinks.org/sites/default/files/asset/document/2019_USAID_Cambodia%20CRP.pdf
https://climateknowledgeportal.worldbank.org/country/cambodia/climate-data-projections
https://climateknowledgeportal.worldbank.org/country/cambodia/climate-data-projections
https://climateknowledgeportal.worldbank.org/sites/default/files/2018-10/wb_gfdrr_climate_change_country_profile_for_KHM.pdf
https://climateknowledgeportal.worldbank.org/sites/default/files/2018-10/wb_gfdrr_climate_change_country_profile_for_KHM.pdf
https://www4.unfccc.int/sites/submissions/INDC/Submission%20Pages/submissions.aspx
https://www.emdat.be/
https://www.greenclimate.fund/sites/default/files/document/funding-proposal-fp076-adb-cambodia.pdf
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C. Climate Risk and Adaptation Assessment 

Vulnerable 
Beneficiaries of PBL 

Potential Climate Risk Risk 
Level 

Possible Adaptation 
Measures 

MSMEs (e.g., agriculture 
forestry fisheries business 
value chain) 
 

• Disruption of business due 
to extreme climate events 
or disasters  
(fast and slow onset) 
 

High • Access to alternative 
sources of finance 

• Access to community-
based lending schemes 

Financially excluded poor 
farmers or farmer 
communities especially 
those living in climate-
vulnerable areas. 

 

• Financial stress due to 
extreme climate events 
and disasters (fast and 
slow onset) 

High • Access to alternative 
sources of finance 

• Social insurance (CCT) 

• Social assistance 

Participating financial 
institutions and nonbank 
financial institutions,  
microinsurance firms) that 
provide financial products  
(i.e., credit or funds) to 
MSMEs and vulnerable clients 
(e.g., farmers, fisherfolk, farm 
workers). 

• Extreme climate event 
impacts on loan portfolio 
(debt servicing, collateral) 

• Loan loss provision 
 

Medium • Climate-proofing of loan 
portfolio  

• Integrating climate risk 
assessment in due diligence 

• Credit guarantees and 
insurance 

• Digital finance and 
branchless banking 
expansion in geographically 
challenged areas 

 
IV. PROGRAM’S CONTRIBUTION TO CLIMATE CHANGE ADAPTATION 

 

Adaptation Activity Target 
Climate 

Risk 
 

Estimated 
Adaptation 

Costs 
($ million) 

Adaptation Finance Justification 

Reform area 1:  
Access to formal 
financial services for 
the poor 
 
Policy actions 3.1–3.5 
 

Droughts 
and 

floods 

1.81 All policy actions under reform area 1 contribute to 
climate resilience, with policy action 3.2 having a 
mitigation component (see Annex 1 for detailed 
climate justification) 
 

Policy actions 3.1, 3.4, 3.5: 5% each 
Policy action 3.2: 20% 
Policy action 3.3: 33% 

 

Reform area 2:  
Financial sector 
stability 
 
Policy actions  
3.6– 3.10 
 
 

2.49 All policy actions under reform area 2 contribute to 
climate resilience, with policy actions 3.9 and 3.10 
having mitigation co-benefits (see Annex 1 for 
detailed climate justification) 
 

Policy action 3.6: 22% 
Policy action 3.7: 50% 
Policy action 3.8: 5% 
Policy action 3.9: 10% 
Policy action 3.10: 6.25% 

 

Reform area 3: 
Financial sector 
infrastructure 
 
Policy actions 3.11, 
3.14 & 3.15 

0.44 Policy actions 3.11, 3.14 & 3.15 contribute to 
climate resilience, with policy actions 3.14 and 3.15 
having climate mitigation co-benefits (see Annex 1 
for detailed climate justification) 
 

Policy actions 3.11, 3.14, 3.15: 5% each 
 

Subtotal 
 

4.74  
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V. PROGRAM’S CONTRIBUTION TO CLIMATE CHANGE MITIGATION 
Mitigation Activity Estimated 

Mitigation 
Costs 

($ million) 

 
Mitigation Finance Justification 

Reform Area 1: 
Access to formal financial 
services for the poor 
 
Policy action 3.2 

0.27 Policy action 3.2 has a cross-cutting climate mitigation 
component (see Annex 1 for detailed climate justification) 
 
Policy action 3.2: 10% 

 

Reform area 2:  
Financial sector stability 
 
Policy actions 3.9, 3.10 
 

0.93 Policy actions 3.9 and 3.10 have cross-cutting climate 
mitigation components (see Annex 1 for detailed climate 
justification) 
 
Policy action 3.9: 10% 
Policy action 3.10: 25% 

Reform area 3:  
Financial sector 
infrastructure 
 
Policy action 3.14 

0.03 
Policy action 3.14 has a cross-cutting climate mitigation 
component (see Annex 1 for detailed climate justification) 
 
Policy action 3.14: 1.25% 

Subtotal 1.23  
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Annex 1: Policy Matrix Analysis and Climate Finance Justification 
Reform area 1: Access to formal financial services for the poor 

Policy action 3.1 To broaden financial inclusion, 
the government continued to implement the NFIS 
and established a monitoring framework, including 
the collection of sex-disaggregated data. (NBC, 
MEF, SERC, MOC, ARDB) 
 
 
 
 
 

The NFIS focuses on poor and rural households, 
women borrowers, the agriculture sector and 
micro-, small and medium-sized enterprises 
(MSMEs).1 Financial inclusion for the poor is a 
climate resilience measure.2 
 

➔ Estimated climate change adaptation 
finance is 5%. 

 

Policy action 3.2 To provide funding to the 
agriculture sector, ARDB obtained a full 
commercial banking license and adopted a  
10-year transformation road map to be 
implemented in three phases: (i) transform  
(2019–2020); (ii) expand, incorporating COVID-19 
recovery measures (2021–2023); and (iii) sustain. 
(2024– 2028). (ARDB) 
 
 
 

Increased access to finance for the agriculture 
sector is a climate resilience measure and has 
climate mitigation co-benefits. Among the loans 
for the agriculture sector are SME loans (i.e., 
agricultural cooperative loans,3 loans in 
accelerating inclusive markets for smallholders,4 
wholesale loans (for financial institutions 
supporting the agriculture sector),5 and loans 
under a special program of the government for 
marketing interventions on operating warehouse 
and drying facility and collecting rice, corn and 
other agricultural products.6 
 

➔ Estimated climate change finance is 30%; 
20% are attributed to adaptation and 10% 
to mitigation. 

 

Policy action 3.3 To improve financial literacy 
across all segments of society, the government:  
(i) launched pilots in three provinces for 
mainstreaming financial literacy in Cambodian 
primary and secondary schools (67% of the 
participants in teacher training were women);  
(ii) developed a finance course syllabus and study 
materials for foundation year undergraduate 
students and expanded the licensing program 
syllabus for investment professionals; and  
(iii) implemented financial literacy and basic 

Increasing the financial literacy of the rural 
farmers and stakeholders in the climate-sensitive 
agri-business value chain (item iii) is a climate 
resilience measure. Enabling rural farmers to 
understand the available financial products and 
services, and the formation of cooperatives will 
enable them to move away from informal 
financing sources where farmers’ assets and 
investment are pawned or sold at steep discounts  

 
1  Regulation Asia. ADB Continues its Support of Kingdom’s Financial Inclusion. Accessed February 2021.  
2 IGES. 2016. Financial Inclusion: Key to Sustainable Development and Climate Change Adaptation. Kanagawa. 

Japan.  
3 Agricultural Cooperative Loans. These are loans for the agricultural value chain covering working capital loans 

(10.5% per annum) or loans for investment (9.5% per annum).  
4 Accelerating Inclusive Markets for Smallholders Project. ARDB plays the role of providing loans to smallholders or 

agricultural cooperatives as the project beneficiaries. It also provides loans to all stakeholders of agricultural value 
chains and/or for on-lending to participating financial institutions. 

5 Wholesale Loan. The target customers are: microfinance deposit-taking institutions, microfinance institutions, rural 
credit operators, and leasing companies which have a license from the National Bank of Cambodia and fulfill 
requirements from related authorities. The interest rate for loans from $20,000 to less than $100,000 is 9% per 
annum; for loans from $100,000 and up, the interest rate is 8% per annum.  

6 The target customers are rice collecting centers, rice millers, rice inventory warehouses, rice banks and silo owners 
of agricultural products, or other agricultural products from farmers. The price is determined by ARDB according to 
directions from the government direction. The loan size for a working capital loan is from $50,000 and for an 
investment loan it is up to $5,000,000 https://www.ardb.com.kh/product-service/loans/loan-under-agricultural-sector-
development-fund/. 

https://www.regulationasia.com/cambodia-to-unify-non-banking-financial-services-regulators/
https://www.ardb.com.kh/product-service/loans/agricultural-cooperative-loan/
https://www.ardb.com.kh/projects-4/
https://www.ardb.com.kh/product-service/loans/wholesale-loan/
https://www.ardb.com.kh/product-service/loans/loan-under-agricultural-sector-development-fund/
https://www.ardb.com.kh/product-service/loans/loan-under-agricultural-sector-development-fund/
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Reform area 1: Access to formal financial services for the poor 

cooperative management training programs for 
rural farmers and members of agriculture 
cooperatives. (NBC,MEF,SERC,ARDB) 
 

just to survive the impact of any extreme climate 
events. Access to finance will enable the farmers 
to prepare, plan, and invest in climate-smart  
related activities. 
 

➔ Estimated climate change adaptation 
finance is 33% (1/3 of the three policy 
action components). 

Policy action 3.4  To strengthen consumer 
protection, the government issued implementing 
regulations for the Consumer Protection Law  
establishing the National Commission for 
Consumer Protection under the new General 
Department of Consumer Protection, Competition 
and Fraud Prevention at the MOC, which serves 
as the enforcement agency.  
(MOC) 
 

Consumer protection laws favor climate-
vulnerable farmers. They protect them from 
fraudulent or onerous transactions, especially in 
times of crises due to climate extreme events 
where farmers are most vulnerable. 
 

Strengthening the Consumer Protection Law 
through the implementing regulations expands the 
customer base, especially for climate-vulnerable 
SMEs participating in e-commerce.7 It supports 
one of the objectives under climate-smart 
agriculture: sustainably increasing agricultural 
productivity and incomes.8 A reluctant agriculture 
e-commerce customer (who prefers to physically 
see, smell, and touch or taste a product) will find 
increased confidence with the consumer 
protection law in place. Customers will be more 
likely to directly purchase food via e-commerce if 
they know each customer has a legal recourse for 
products that are not sold as advertised. Thus, an 
expanded consumer base for farmer goods and 
products contributes to stable markets, which 
farmers can rely on to sustain agricultural 
productivity and incomes. 
 

➔ Estimated climate change adaptation 
finance is 5%. 
 

Policy action 3.5  To increase the effectiveness of 
financial inclusion and consumer protection 
efforts, the government, in collaboration  with 
ASEAN, implemented ASEAN’s monitoring and 
evaluation  framework for financial inclusion which 
includes developing consumer protection program 
indicators in the implementation of its NFIS. (NBC, 
MEF, SERC) 
 
 
 

Increasing the effectiveness of financial inclusion 
and consumer protection efforts will contribute to 
the enhanced resilience of the vulnerable farmers 
and agriculture MSMEs. Consumer protection 
means that farmers with limited financial 
resources will be able to buy food, commodities, 
or farm inputs (e.g., seeds, fertilizers) safely at 
reasonable prices and of good quality, enabling 
them to save or invest in inputs that would 
produce better crop yields.  The improved 
monitoring and evaluation of consumer protection 
will be especially important during moments of 
crises due to climate extreme events. 
 

➔ Estimated climate change finance is 5% 
 

 
7 H. Haider. 2021. Dialogue on a New Consumer Protection Law. Khmer Times. 29 January. Phan Ogun, director-

general for the Consumer Protection, Fraud Repression Department (CCF), stressed that laws on consumer 
protection should not be viewed as barriers for business, but rather as an opportunity to gain a competitive edge and 
broaden the customer base. 

8 FAO. Climate Smart Agriculture. Accessed February 2021.  

https://www.khmertimeskh.com/50808525/dialogue-on-new-consumer-protection-law/
http://www.fao.org/climate-smart-agriculture/en/
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Reform area 1: Access to formal financial services for the poor 

Policy action 3.6 To de-risk lending to SMEs, the 
government: (i) established the CGCC;  
(ii) issued a policy and regulations for the 
Business Recovery Guarantee Scheme, an SME 
credit guarantee scheme; and (iii) prioritized 
women-owned and women-led businesses for 
access to the SME credit guarantee scheme. 
(MEF) 
 

The rationale for the establishment of the Credit 
Guarantee Corporation of Cambodia (CGCC) and 
the issuance of policy and regulations for the SME 
credit guarantee scheme (CGS) is that these 
measures will mitigate the impact of COVID-19 on 
businesses and workers in Cambodia during the 
health crisis. They will promote economic growth 
and help businesses rebound; the promotion of 
economic growth will have a climate change 
cross-cutting effect.  
 

The de-risking of the SMEs through the 
introduction of risk management products will help 
SMEs prepare, plan, and invest in order to 
increase their absorptive, adaptative, and 
transformative capacities. This reduces the need 
to rely on informal financing sources, especially in 
times of climate-related extreme events. 
 

➔ Estimated climate change finance is 22%.  
 

Policy action 3.7 To manage risks in low-income 
households, the government adopted 
implementing regulations on bancassurance, to  
permit financial institutions  to act as insurance 
agents, authorized and licensed the formation of 
microinsurance operators pursuant to the Law on 
Insurance, and set a target of at least 50% of  
microinsurance clients to be women. (MEF, NBC) 
 
 
 

The enhanced regulations on microinsurance will 
increase the resilience of low-income households, 
especially those who rely on climate-sensitive 
livelihoods such as agriculture, fisheries and 
forestry. The improved regulations will protect 
farmers’ livelihoods by encouraging micro-
insurance coverage and enable them to access 
better financial products and services (e.g., lower 
rates, easier terms, fewer collateral requirements).  
 

➔ Estimated climate change adaptation 
finance is 50%; the other 50% is attributed 
to gender. 

 

Reform area 2: Financial sector stability 

Policy action 3.8 To formalize cross-sector   
oversight and supervision, MEF, NBC, and SERC 
established a National Financial Stability 
Committee chaired by the Prime Minister and 
composed of senior agency officials, which will 
protect the financial system against internal and 
external shocks and play a critical role in 
managing financial crises. (MEF, NBC, SERC) 
 
 
 
 
 
 

This policy action supports the resilience of the 

banking sector against financial shocks,10 

including those caused by extreme climate events 

(e.g., Typhoon Ketsana in 2009).11 A default in 

debt servicing by agriculture-based agri-business 

value chains affected by droughts or floods will 

negatively impact the value of banks’ loan 

portfolios. Climate change presents financial risks 

to the global economy12 and the NFIS will monitor 

the financial institutions that lend to the climate-

sensitive agriculture sector.  
 
 

➔ Estimated climate change adaptation 

finance is 5%. 

 

 

 
10 World Bank. https://www.worldbank.org/en/topic/paymentsystemsremittances. Accessed January 2021. 
11 ADRC. Information on Disaster Risk Reduction of the Member Countries. Accessed January 2021. 
12 Task Force on Climate Related Financial Disclosures. Climate Change Presents Financial Risk to the Global 

Economy. Accessed in February 2021. 

https://www.worldbank.org/en/topic/paymentsystemsremittances
https://www.adrc.asia/nationinformation.php?NationCode=116&Lang=en
https://www.fsb-tcfd.org/
https://www.fsb-tcfd.org/
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Reform area 2: Financial sector stability 

Policy action 3.9 To improve financial sector 
stability amid the increased use of financial 
technology (fintech), the government:  
(i) issued regulations that define the rights and 
obligations of stakeholders and provide prudential 
guidance to mitigate risks in the use of the 
innovative  distributed ledger technology payment 
system, Bakong, which became fully operational 
in 2020; and (ii) adopted a fintech development 
road map which will facilitate a smooth transition 
to a digital economy without disrupting the 
financial sector and include a dedicated financial 
and digital literacy program aimed at women. 
(NBC, MEF, SERC) 
 

This policy action contributes to climate 
adaptation and mitigation. New financial 
technology (fintech) offers the potential to unlock 
green finance technologies, such as blockchain 
and the Internet of Things and big data developed 
over the same timeframe as the Paris Agreement 
and the Sustainable Development Goals.13 Use of 
fintech further enables the transition to a low-
carbon economy and climate-resilient 
development pathway. 
 

➔ Estimated climate change finance is 10%; 
split between mitigation and adaptation. 

 

Policy action 3.10 To diversify the nonbank 
financial sector and grow the country’s capital 
market: (i) the National Assembly approved  the 
Law on Government Securities, 2020, an 
abrogation of the 2007 version; (ii) the 
government approved a road map for the 
issuance, registration, trading, and settlement of 
government debt securities; (iii) the National 
Assembly enacted a law creating the Nonbank 
Financial Services Authority; and (iv) the 
government approved a framework for the  
establishment of collective investment  schemes 
in trust form. (MEF, NBC, SERC) 
 
 
 

This policy action enhances support for financial 
access among the vulnerable and least bankable 
SMEs. Through collective investment schemes 
(CISs), SMEs with high development impact 
potential (e.g., those making investments in 
health, renewable energy, environmental 
sustainability) will eventually be able to access a 
wider source of funding to support projects which 
have climate cross-cutting effects. The CISs also 
pave the way for potential MSME financing; There 
are around 500,000 MSMEs in Cambodia.14  
 

An example of a CIS is the Nileda15 equity 
investment; an agricultural product trading 
company that seeks to help farmers and their 
families live better lives by transforming poor 
farming practices through technical agriculture.  
 

According to the World Economic Forum’s 2020 
Global Risks Report, climate change risks rank 
above data fraud, state collapse or crisis, energy 
price shocks and critical information infrastructure 
breakdown as having the most negative impact on 
companies.16 
 

➔ Estimated climate change finance for 
mitigation and adaptation is 25% of item 
“iv” allocation. 

 
 
 

 
13 ADBI. ADBI Working Paper Series: The Role of Fintech in Unlocking Green Finance: Policy Insights for Developing 

Countries. Accessed February 2021. 
14 Ministry of Handicraft. The Current Situation of SMEs in Cambodia- MSME Financing. Accessed February 2021. 
15 Established in 2013, Nileda Co., Ltd. is an agricultural product trading enterprise whose mission is to help farmers 

and their families live better lives by transforming poor farming practices into technical agriculture.  To achieve this 
mission, the company uses a variety of methods to address low-level farmer knowledge for modern farming methods, 
including deploying agronomists and plant protection specialists to work directly with its distributors and farmers. It 
needs to make sure that farmers know how to use the products according to the “Five Right Principles”:  right product, 
right concentration, right time, right dose for better yield and safe crops, and right cost. 

16 World Economic Forum. The Global Risks Report 2020. Accessed February 2021. 
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Reform area 3: Financial sector infrastructure 

Policy action 3.11 To facilitate large settlements, 
NBC completed the first phase of the 
enhancement of Bakong (the innovative peer-to-
peer payment system) to incorporate a large value 
payment system with the functionalities of a real 
time gross settlements system, including credit 
transfer, transaction and information requests, and 
settlements and statistics reporting, ahead of the 
full operationalization of a large value payment 
system. (NBC) 
 

This policy action contributes to the climate 
resilience of the financial sector. Given that 
climate change presents financial risk to the 
global economy, (footnote 16) the real time gross 
settlements scheme enhances the resilience of 
banks against financial shocks which may be 
caused by extreme climate events (e.g., category 
5 storms).17 
 

Large value payments systems such as the real 
time gross settlements scheme enhance the 
capacity of the government to facilitate payment 
for government social support as well as 
purchases of goods and services especially in the 
aftermath of an extreme climate event (e.g., major 
flooding, droughts). This will help to reduce the 
transaction costs of the exchange of goods and 
services and enhance the capacity of national 
governments to respond to climate-induced 
disasters in a timely way.  
 

A back-up system in another remote or safe 
location will increase the resilience of the banking 
industry. Extreme events or disasters could 
disrupt the continuous operations of large value 
payment systems, Bakong and other payment 
systems.18 
 

Central bank settlement systems are vital for 
payment intermediation and play an important role 
in monetary policy and financial stability.  
 

➔ Estimated climate finance is 5%. 
 

Policy action 3.12 To strengthen AML/CFT in line 
with the national strategy, the government 
enacted three laws, three sub-decrees, and one 
directive relating to AML/CFT in the financial 
sector so Cambodia is “largely compliant” or 
“compliant” according to  internal ratings on 29 out 
of 40 FATF recommendations.  (CAFIU, NBC, 
MEF, SERC)  
 
 

These policy actions are climate-neutral. 

Policy action 3.13 To provide legal protection of 
assets, the government (i) adopted a sub-decree 
on the Organization and Functioning of the 
NBFSA, which described the role and function of 
the Trust Regulator in implementing the Trust 
Law, and (ii) registered five female trustees.  
(NBC, MEF, SERC) 
 
 
 
 
 

 
17 IMF. Climate Change and Financial Risk. Accessed January 2021. 
18 Reducing risk and increasing resilience in RTGS payment systems: Accessed January 2021. 
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Reform area 3: Financial sector infrastructure 

Policy action 3.14  To strengthen commercial 
activities, including e-commerce, the government 
(i) issued implementing regulations for the e-
Commerce Law and (ii) conducted a dedicated  
e-commerce training of trainers program focused 
on female entrepreneurs, with 30% women 
trainers. 
(MOC) 
 

This policy action supports climate mitigation and 
adaptation. 
 

Policy action 3.15 To eliminate the risk of non-
payment of online merchants, the government 
established payment system infrastructure to 
facilitate e-commerce. (NBC) 
 

The e-Commerce Law provides a foundation for a 
less carbon-intensive economy and a transition 
from brick and mortar-based commerce to a more 
resource-efficient way of doing business. For 
example, a stand-alone brick and mortar shop or 
one located in a mall requires the shop owner to 
consume electricity to run the shop and the 
consumer to consume gas to travel to the shop. 
With e-commerce, the business owner reduces 
energy needs for operations. The consumer 
reduces or eliminates fuel consumption in the 
process of buying an item in a physical shop. As 
such, there is a clear reduction in the carbon 
footprint for both parties. 
 

From an adaptation perspective, the e-commerce 
law and regulations enhance access to the market 
for MSME products and services coming from 
climate-sensitive sectors (e.g., products such as 
food, livestock, fish; services such as tourist 
guides, carpentry) and in climate-vulnerable 
locations. With the e-Commerce law and 
regulations in place, confidence among agriculture 
e-commerce consumers will increase and lead to 
a shift to online transactions. The establishment of 
the payment system infrastructure facilitating  
e-commerce (e.g., online payments for online 
products and services sold by these MSMEs) will 
add to the resilience of MSMEs. 
 

➔ Estimated climate finance is 5%  

 


