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PROGRAM ECONOMIC ASSESSMENT 
 

1. Executive Summary 
 

1. Only a few policy actions have been selected to estimate costs and benefits in this 
assessment.  Transfers between agents within the economy are excluded, as far as is practicable, 
although direct transfers to the poor are incorporated. Benefits are attributed to two channels: 
reduced borrowing costs and increased access to finance. Reduced borrowing costs are achieved 
by having a better regulatory framework and guarantee products that will reduce risks to lenders 
and increase confidence among borrowers; this deepens the financial market, making it more 
flexible and responsive to consumer needs. Improved access to finance is achieved by improving 
the financial literacy of borrowers, enabling more efficient microfinance institutions, and increasing 
the number of automated teller machines (ATMs) and bank branches. Improved financial inclusion 
will help to alleviate poverty and reduce income inequality, and some measures will specifically 
target the poor, rural people, and women. In summary, subprogram 3 of the Inclusive Financial 
Sector Development Program will produce benefits to the economy between 2021 and 2024 of 
between $232 million and $409 million, with the most likely scenario yielding $320 million in 
benefits. Benefits are split evenly between reduced borrowing costs and financial inclusion. 
Estimated 10-year costs range between $312 million and $480 million and arise primarily from 
staffing and regulatory costs, as well as from the establishment of a deposit protection scheme 
and bank resolution tools. Further, 3-year GDP increase arising from financial inclusion reforms 
for the period 2021 to 2024 ranges from $198 million to $330 million. 
 

2. Macroeconomic Context  

 

2. During 2015–2019, Cambodia’s GDP growth averaged 7.1% per year. This steady growth 
was underpinned by high foreign direct investment (FDI) inflows, strong export performance, 
prudent fiscal policy, low risk of sovereign debt distress, increasing domestic demand, and stable 
inflation (which averaged just 2.3% a year). The exchange rate has been stable. This sustained 
economic progress helped the country attain lower middle-income status in July 2016. The 
Rectangular Strategy (Phase IV) adopted in September 2018 before the COVID-19 pandemic, 
acknowledges that maintaining a broad-based 7% economic growth rate will require structural 
reforms. These include further diversification of the narrow economic base (which is currently 
dominated by agriculture, tourism, garments, and construction—all sectors that are at risk from 
automation of their labor-intensive processes) and promotion of private sector development and 
employment.1 However, the COVID-19 pandemic caused a sharp deceleration through the first 
half of 2020 in the main engines of Cambodia’s economy – tourism, construction, and garments, 
textiles and footwear. Growth prospects have also been affected by the decision of the European 
Union, which is among Cambodia’s largest trading partners (accounting for 45% of Cambodia’s 
exports, primarily garments, in 2018) to partially suspend duty-free trade access under its 
Everything but Arms scheme. The ongoing pandemic also threatens to undermine Cambodia’s 
progress in poverty reduction. As of December 2020, Cambodia’s household debt was 
approximately 29.2% of GDP, up from 19.9% at the end of 2019.2 The crisis will lead to an 
estimated loss of 570,000 jobs and threatens to push an additional 1.1 million people into 
moderate poverty and 205,000 people into extreme poverty.3 Notwithstanding government 

 
1 Government of Cambodia. 2018. Rectangular Strategy for Growth, Employment, Equity and Efficiency: Building the 

Foundation Toward Realizing the Cambodia Vision 2050 Phase IV. Phnom Penh. 
2 CEIC Data: Cambodia Household Debt: % of GDP.  
3 ADB. 2020. Cambodia: COVID-19 Active Response and Expenditure Support Program. Manila.  

http://www.adb.org/Documents/RRPs/?id=44263-016-3
https://www.ceicdata.com/en/indicator/cambodia/household-debt--of-nominal-gdp
https://www.adb.org/projects/documents/cam-54195-001-rrp
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measures to mitigate these impacts, including a fiscal stimulus package,4 the gross domestic 
product (GDP) contracted by 3.1% in 2020 but is projected to rebound and grow by 4.0% in 2021 
and 5.5% in 2022.  The economic recovery in major trading partners will support strong demand 
for Cambodia’s merchandise exports and continued foreign direct investment.5 Sustaining 
recovery will require a broad-based, inclusive, and sustainable financial sector. 
 

3. Development Problem and Constraints 

 

3. The financial sector is narrow and lacks diversity. Banks dominate the Cambodian 
financial sector, accounting for 85.0% of total financial sector assets and representing 186.1% of 
GDP, higher than in comparable Association of Southeast Asian Nations (ASEAN) countries.6 
Microfinance institutions account for about 14.3% of the sector and the remaining 1% consists of 
financial products relating to insurance, leasing, capital markets and pension funds. Cambodia 
has yet to develop a local currency government bond market, although local currency corporate 
bonds were issued for the first time in Cambodia in October 2018, an initiative supported by the 
Securities and Exchange Regulator of Cambodia (SERC). There has been a total of six corporate 
bond issuances to date.  
 
4. Low level of financial inclusion. Cambodia ranked 155 out of 176 countries for financial 
inclusion in a recent ADB working paper.7 This is mainly due to low financial literacy (for which a 
global survey ranked it 135th out of 144 countries8); lack of consumer protection from unfair 
business practices; financial market unresponsive to consumer needs due to an inadequate 
regulatory framework; and limited availability of financial sources for small and medium-sized 
enterprises (SMEs), small farmers and the agriculture sector. Despite rapid credit growth, lending 
is fragmented, with credit readily available in urban areas, but rural areas remain underserved. 
Another financial inclusion study in 20159 found that financial exclusion in Cambodia was a major 
problem. It estimated that only 59% of the adult population had access to formal financial services 
(68% in urban areas, 55% in rural), 12% used informal services, and 29% were completely 
excluded with no access to formal and informal financial services. The financing gap for micro, 
small, and medium-sized enterprises (MSMEs) is estimated to be $7.7 billion ($4.2 billion for 
women-owned MSMEs and $3.5 billion for men-owned MSMEs). Despite the high liquidity of the 
banking system, many banks have difficulty in lending to MSMEs because they find it difficult to 
evaluate their creditworthiness on a cost-effective basis. Generally, banks rely on their borrowers 
providing immovable real estate collateral, which MSMEs usually do not have. 
 
5. Weak financial sector stability framework. The reasons for this are: weak coordination 
and oversight by the National Bank of Cambodia (NBC), Ministry of Economy and Finance (MEF) 
and the SERC; absence of a deposit protection scheme (DPS) and resolution tools; the lack of a 
local currency government bond market; and the absence of a formal cross-sector regulator of 
nonbank financial products in local currency. 
 

 
4 The government has established a reserve fund of $400 million of savings to respond to the COVID-19 emergency 

and created a $3 billion reserve fund to address the possible impact of COVID-19 on the economy. A separate 
reserve fund of up to $800 million has been established by government to lend to banks and MFIs to stimulate the 
economy. 

5 ADB. 2020. Asian Development Outlook 2021: Financing a Green and Inclusive Recovery. Manila. 
6 The Global Economy.com. Bank Assets to GDP - Country rankings. Accessed on 31 January 2021. 
7 C.Y. Park and R.V. Mercado. 2015. Financial Inclusion, Poverty, and Income Inequality in Developing Asia. ADB 

Economic Working Paper Series. No 426. Manila. 
8 Atlas. Global financial literacy ranking. https://www.theatlas.com/charts/VJDhtA8Xe and https://gflec.org/wp-content/ 

uploads/2016/02/Gallup-country-list-with-score.pdf (accessed 11 March 2021). 
9 United Nations Capital Development Fund. 2015. Fin Scope Consumer Survey 2015. Phnom Penh. 

https://www.adb.org/sites/default/files/publication/692111/ado2021.pdf
https://www.theglobaleconomy.com/rankings/bank_assets_GDP/
https://www.theatlas.com/charts/VJDhtA8Xe
https://gflec.org/wp-content/uploads/2016/02/Gallup-country-list-with-score.pdf
https://gflec.org/wp-content/uploads/2016/02/Gallup-country-list-with-score.pdf


3 

 

6. Underdeveloped financial infrastructure. Cambodia’s payment systems are weak; 
implementing regulations for e-commerce, digital finance, and trust products are inadequate; and 
compliance with global anti-money laundering and counter-terrorist financing standards is 
insufficient. 
 

4. Policy Interventions to Overcome Constraints 

 

7. Subprogram 3 of the Inclusive Financial Sector Development Program consists of 
measures to support financial inclusion, financial stability and financial infrastructure. These build 
on the achievements of subprograms 1 and 2. 
 

4.1 Measures to Enhance Financial Inclusion 
 
8. Under subprogram 3, the government has promoted a more inclusive financial sector by 
introducing landmark government-backed credit-enhancing financial products and establishing a 
framework for adequate consumer protection. The government implemented the National 
Financial Inclusion Strategy (NFIS), 2019–2025, launched pilot projects to incorporate financial 
literacy into the national curriculum in primary and secondary schools, and offered financial 
literacy training to university students, investment professionals, rural farmers and agriculture 
cooperatives. The government also adopted implementing regulations and established the 
National Commission for Consumer Protection, licensed microinsurance operators, and designed 
tailored products for women. MEF established Cambodia’s first public credit guarantee scheme, 
which will be operated by the state-owned enterprise, Credit Guarantee Corporation of Cambodia 
(CGCC), to which MEF provided $200 million capital. The CGS will be implemented in two phases 
and will support SMEs and large corporates through COVID-19 recovery and beyond.  Phase 1 
(2021–2022) will focus on survival and preparation for recovery, with large corporates also eligible 
for cover under this phase. Phase 2 (2023 onwards) will focus on recovery and economic 
diversification. 
 

4.2 Measures to Strengthen Financial Stability 
 
9. Under subprogram 3, a Royal Decree to establish a National Financial Stability Committee 
was adopted. A law was enacted to establish the Nonbank Financial Service Authority (NBFSA), 
whose aim is to strengthen and ensure the effective management, control and development of 
the nonbank financial industry and promote the development and use of financial technology 
(fintech). It will unify the responsibilities of the two existing nonbank financial regulators, MEF and 
SERC. The government has strengthened financial stability and improved crisis management 
through the regulation of fintech and capital market development. NBC issued regulations for 
Bakong, the successful and innovative peer-to-peer payment system available to retail customers 
of local banks and payment services providers which uses distributed ledger technology to 
facilitate cashless transactions. A national fintech development road map was adopted. The 
National Assembly approved the amendment of the Law on Government Securities and the 
government prepared for bond issuance by building the capacity of key agency officials through 
stakeholder consultation and workshops, and prepared a road map for issuance registration and 
trading. To further diversify the nonbank financial sector, the government promoted the 
establishment of collective investment schemes in trust form. Local currency government debt 
securities will establish a yield curve, which will provide a meaningful benchmark for pricing the 
financial products required to develop the country’s capital market. 
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4.3 Measures to Upgrade Financial Infrastructure 
 

10. 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. NBC 
launched the operational phase of Bakong and completed the first phase of the enhancement of 
Bakong to incorporate a large value payment system with the functionalities of the real time gross 
settlements system. The government has made significant progress on its AML/CFT efforts by 
adopting four laws, two sub-decrees, and one directive. An internal assessment confirmed that 
the country had achieved “largely compliant” or “compliant” ratings on 29 out of 40 Financial Action 
Task Force (FATF) recommendations. Implementing regulations on the Organization and 
Functioning of Trusts and Trust Inspection pursuant to the Trust Law were adopted. Under the 
trust scheme, MEF has actively encouraged the registration of female trustees. The government 
made significant progress on implementing regulations for the e-Commerce law by adopting a 
sub-decree on the Management and Issuance of Permission Letters, Licenses or Certificates to 
Intermediaries and Electronic Commerce Service Providers. Finally, the Ministry of Commerce 
(MOC) rolled out a comprehensive MSME e-commerce training program to public and private 
sector e-commerce trainer participants, over 30% of whom were women. 
 

5. Benefits and Costs of Policy Interventions 
 

5.1 Policy Interventions and Impacts 
 
11. Only a few policy measures were selected in order to estimate the costs and benefits of 
subprogram 3. The calculated costs and estimated benefits are not exhaustive; they are for 
illustrative purposes only. The three reform areas are very much interlinked, making it difficult to 
directly link costs to specific benefits. For example, measures to strengthen financial stability will 
reduce borrowing costs (due to reduced risks), deepen finance (since more finance providers will 
enter the market and provide more responsive financial products to satisfy borrowers) and 
enhance financial inclusion (as small investors will be protected). Similarly, measures to increase 
financial inclusion and measures to upgrade financial infrastructure will result in benefits across 
sectors, as a result of the increased confidence of large- and small-scale investors.  

Table 1: Summary of Measures 

Policy Measure Summary of Impact 

Financial inclusion (4.1) 
- The implementation of the country’s 

first comprehensive financial inclusion 
strategy, to encourage wider and more 
inclusive participation in the financial 
sector.  
 

- Establishment of CGCC and launch of 
Cambodia’s first public credit 
guarantee scheme for COVID-19 
recovery and beyond. 

 

- Establishment of the National 
Commission for Consumer Protection, 
under the new General Department of 
Consumer Protection, Competition and 

Increased access to finance and associated benefits. 
Costs are mainly due to the capitalization of CGCC, staff 
and administration costs. 
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Policy Measure Summary of Impact 

Fraud Prevention at the Ministry of 
Commerce as the enforcement agency 
 

Financial stability (4.2) 
- Establishment of the National Financial 

Stability Committee 
 

- Establishment of the NBFSA 
 

- Fintech regulations 
 

- Establishment of a local currency 
government bond market 

 

- Establishment of DPS by 2025 
 

- Reduction in borrowing costs due to decreased risk 
(borrowing multiplied by decrease in interest rates). 
Cost of Paybox Plus DPS and staff and administrative 
costs. 

Financial infrastructure upgrade (4.3) 
- Operationalizing the Bakong peer-to-

peer payment system 
 

- Launch of the real time gross 
settlements system, phase 1 

 

- Incorporation of a large value payment 
system into Bakong 

 

- Adoption of three laws, three sub-
decrees and one directive related to 
AML/CFT 

 

- Implementation regulations for the 
Trust law and e-Commerce law 
 

- Benefits of financial inclusion: financial infrastructure 

upgrades enhance financial inclusion and result in 

economic benefits. For example, the Bakong payment 

system expands the access of those who live in rural 

areas to cashless payments.  

- Software for LVPS and Bakong  

- Software development costs 

- Administrative costs for database administrators 

- Staff costs associated with preparing legislation  

 Summary of benefits (common to all measures) 

- Increase in banking and microfinance loans and 
reduction in associated interest margins. Increase in 
utilization due to government-backed credit guarantees 
and expanded insurance. 
 

- Increase in GDP due to more financial inclusion, as 
availability of credit to lower income groups improves 
their access to financial services, which in turn enables 
them to undertake productive activities.  

 

- Second-round effects: increased investment resulting 
from lower cost of capital and leading to increased 
productivity and employment. 

AML/CFT = anti-money laundering/combating the financing of terrorism, CGCC = Credit Guarantee Corporation of 

Cambodia, COVID-19 = coronavirus disease, DPS = deposit protection scheme, GDP = gross domestic product,  

LVPS = large value payment system, NBFSA = Nonbank Financial Services Authority.  

 
12. Some benefits have not been quantified. For example, financial inclusion is likely to 
decrease income inequality. Furthermore, there are significant second-round effects resulting 
from the lower cost of finance, including investment, higher employment, and a reduction in 
poverty, especially among the rural population. 
 
13. There are risks to implementation. Unintended consequences are a scourge of any 
regulation. More specifically, macro-economic instability can delay reforms, reforms may be 
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pursued in an ad hoc manner resulting in smaller benefits, and reforms are less likely to be 
effective when public financial management is weak due to lack of transparency and 
accountability.  
 

5.2 Methodology and Assumptions 
 

14. Only a few policy actions have been selected to estimate costs and benefits in this 
assessment. One-off costs and benefits take their face value. 
 
15. The analysis focuses on genuine improvements in efficiency as a source of benefits. 
Transfers between agents within the economy are excluded, as far as is practicable, although 
direct transfers to the poor are incorporated. Efficiency is broadly interpreted to include lower debt 
servicing costs resulting from increased creditworthiness, technological improvements, and a 
more responsive financial market.  
 
16. Costs relate mainly to staff and information technology infrastructure, and capital to 
CGCC. Additional employees are necessary to develop regulations (including laws), and to 
implement and enforce them. Staff are also required to run additional bank branches and 
computer systems. In addition, physical assets such as ATMs and related infrastructure must be 
procured to achieve improvements. The calculation of these costs is described in paragraphs  
26–30. 
 
17. The impact of the policy measures is to reduce borrowing costs and to improve access to 
finance. Reduced borrowing costs are achieved by having a better regulatory framework that 
reduces risks to lenders and increases confidence among borrowers; this deepens the financial 
market, making it more flexible and responsive to consumer needs. Improved access to finance 
is achieved by improving the financial literacy of borrowers, providing credit enhancement 
instruments such as guarantees, enabling more efficient microfinance and increasing the number 
of ATMs, and bank branches. Improved financial inclusion will also help to alleviate poverty and 
reduce income inequality, in addition to measures that specifically target the poor, rural people 
and women. 
 

5.3 Estimation of Benefits and Costs 
 

18. Benefits and costs of selected measures are explained below.. These are for illustrative 
purposes, due to the limitations outlined in paragraphs 11–13.  
 
Benefits 
 
19. Countries which have banking systems with rigorous prudential requirements have lower 
risks, which results in lower interest rates. This is explicitly recognized in the modelling 
approaches of international credit rating agencies. Hence, a very modest reduction of 5 basis 
points has been chosen in this program economic assessment (PEA), based on the experience 
of similar countries such as Indonesia. This reduction was applied to bank loans in 2021 to 
estimate the reduction in debt service costs (the impact of the lower interest rate on microfinance 
loans has been excluded to avoid double counting, as it is possible that they may be captured 
under the benefits of financial inclusion,). The 3-year gross benefits derived from the reduction of 
debt service costs, using varying reductions in basis points, range from $34 million to $78 million.  
 
20. SERC supported the first issuance of corporate bonds prepared under the ASEAN+3 
multi-currency bond issuance framework, in October 2018 and has supported five additional 
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issuances to date.10 However, when government bonds are eventually issued (a medium-term 
goal of the government), they will decrease the banks’ vulnerability to dollarization and provide 
the government with more effective and more independent monetary policy tools to manage 
financial system risk. They will contribute to the development of the capital market and the 
institutional investor base. Government bonds will establish a yield curve and provide a 
meaningful benchmark for capital markets. However, as there have been only six bond issues, it 
is too early to make a realistic estimate of costs and benefits, even though the benefits are likely 
to far outweigh the costs.  
 
21. Cambodia’s low level of financial inclusion has been recognized as a significant constraint, 
hence the subprogram includes the adoption of the National Financial Inclusion Strategy. Four 
main constraints have been recognized: low financial literacy, lack of consumer protection 
implementing regulations (which has resulted in a paucity of financial instruments that are 
responsive to consumer needs), and limited financing and lack of credit guarantees to support 
SMEs, small farmers, and the agriculture sector. Financial inclusion is often considered a critical 
element as access to finance can enable economic agents to make longer-term consumption and 
investment decisions, participate in productive activities, and cope with unexpected short-term 
shocks (footnote 7). 
 
22. Cambodians have low financial literacy (para. 4) (footnote 8). This is due to a lack of 
financial modules in school curriculums, and because there are no government public training 
programs led by the banking and securities industry. To improve this, the government has 
incorporated financial literacy into the Cambodian education system through courses covering the 
value of money, types of financial products, savings, and investments. The government has also 
made efforts to improve the financial and capital market literacy of university foundation year 
students and investment professionals. Rural farmers and agriculture cooperatives have also 
benefited from accounting and basic cooperative management training. 

 

23. Subprogram 3 builds on the achievements of subprogram 2. Implementing regulations for 
the Trust, Consumer Protection and e-Commerce laws were approved. These will increase 
access to finance by increasing the confidence of the people, especially the poor and those living 
in rural areas, and by developing financial products that are suitable for their needs. These laws 
and regulations also reduce the risks for financial market participants and help to deepen financial 
markets, thereby contributing to a reduction in margins. The benefits of financial inclusion are 
substantial. The increased use of financial products and improved access to finance will contribute 
to GDP growth and have a positive impact on medium- to long-term economic development. 
Household financial inclusion indicators (e.g., percentage of adults with an account at a formal 
financial institution and the increase in the availability of ATMs) and financial inclusion indicators 
(e.g., percentages of firms with bank credit) produce growth benefits that are separate from those 
achieved under the overall financial sector development. Access to finance allows firms to invest 
and households to smooth consumption and build capital over time, thereby enabling and 
encouraging new businesses, which help to improve the livelihoods of the population.11  
 
24. Increased GDP growth is one of the key economic benefits of the reforms under this 
program. An ADB report prepared by Oliver Wyman in 2017 estimated that the potential boost to 
GDP of greater financial inclusion was as high as 32%.12 The report claims that only 13% of adults 
have bank accounts and fewer than 4% save with a formal financial institution. Under subprogram 

 
10 ASEAN+3 refers to ASEAN, the People’s Republic of China, Japan, and the Republic of Korea. 
11 IMF. Staff Discussion Note. Financial Inclusion: Can It Meet Multiple Macroeconomic Goals? Washington, D.C.  
12 ADB. 2017. Accelerating Financial Inclusion in South-East Asia with Digital Finance. Manila. 

https://www.imf.org/external/pubs/ft/sdn/2015/sdn1517.pdf
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3, the government will be able to close only part of this financial exclusion gap, but even this 
improvement will result in substantial benefits. This PEA assumes a conservative GDP growth of 
0.32% (one hundredth of the 32% forecast in the ADB report). The effects of the intervention are 
assumed to last 3 years, and in 2021 prices the GDP increase over that period is shown in Table 
2. The current GDP of 2021 is estimated at $27.54 billion (based on a projection that it will contract 
by 4% in 2020 before rebounding in 2021 to grow by 5.9%).13 
 

Table 2:  GDP Increase Due To Financial Inclusion ($ million) 
 Low  Estimate High  

GDP increase (in constant prices) 0.24% 0.32% 0.4% 

Total GDP increase for 3 years from 2021  198 264 330 

Note: See paras. 21–25. 

 
25. There are also substantial welfare benefits of financial inclusion, ranging from reducing 
poverty to increasing incomes and promoting economic growth, which have been widely cited. 
For example, a 2015 publication by ADB studied the importance of financial inclusion in reducing 
poverty and lowering income inequality in developing Asia (footnote 7). The report found a 
significant correlation between higher financial inclusion and lower poverty and income equality. 
Consumer protection, financial literacy and deposit protection are among reforms that are 
beneficial for financial stability and financial inclusion and are important for crisis response.  
 
Administrative Costs 
 
26. Cost of ATMs. The PEA estimates that the installation of ATMs will continue to increase 
over the next 10 years (at the 5-year moving average rate during 2015–2019), by which time the 
growth will taper off as the number of ATMs reaches saturation point and banking technology 
develops (e.g., phone banking and electronic funds transfer will replace ATMs).14 The cost of 
installing ATMs over 10 years was calculated and it was assumed that each year some machines 
would have to be replaced. It was assumed that about 200 ATMs would be replaced each year in 
the future. The cost of replacement was calculated to be $2.7 million and the cost of installing 
new machines to be $4.2 million. These additional ATMs will increase access to finance, 
especially to the rural population and poor, contributing to improved financial inclusion.  
 
27. Cost of additional staff at banks and MFIs. The number of employees in banks and 
MFIs is forecast to increase over the next 10 years, at the same average increase as the 5 years 
from 2015 (37,047) to 2019 (46,501).15 After 10 years, the numbers stop increasing, like ATMs, 
due to saturation and technology and to automation replacing workers. Estimates of average 
salaries16 were used to calculate wage costs (increase in staff x average wage). The 10-year cost 
was calculated to be $45 million for bank staff and $103 million for MFI staff. This staff increase, 
especially in the MFI sector, will facilitate financial inclusion by making banking more accessible. 
It should be noted that, in the past, for banks the numbers of both branches and employees have 
increased, whereas for MFIs, the number of branches has decreased while the number of  
employees has increased. This suggests there are structural changes in MFIs taking place, 
possibly affected by technology.  

 

 
13 ADB. 2020. Asian Development Outlook 2020 Update—Wellness in Worrying Times. Manila. 
14 Over the indicated period, ATMs increased at a rate of 181 per year. 
15 National bank of Cambodia. 2019. Annual Supervision Report. Phnom Penh.   
16 50% increases on Cambodia’s 2016 annual household income per capita were applied to banking staff and 25% for 

MFI staff salaries. https://www.ceicdata.com/en/indicator/cambodia/annual-household-income-per-capita. Legal and 
IT staff salary estimates were derived from https://www.averagesalarysurvey.com/cambodia. 

https://www.adb.org/sites/default/files/publication/635666/ado2020-update.pdf
https://www.ceicdata.com/en/indicator/cambodia/annual-household-income-per-capita
https://www.averagesalarysurvey.com/cambodia
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28. Experts will be required to administer trust and consumer protection implementing 
regulations, and the PEA estimates that 20 such experts are required. Information technology 
staff will be required to service computer systems that integrate ATMs and manage the Bakong 
payment system. It is estimated that 10 staff will be required and that each employee, on average, 
earns a salary of $25,000 per annum. The resulting cost is $600,000. 
 
29. To launch the SME credit guarantee scheme, the government established the CGCC with 
$200 million capital (actual) which was used in the cost calculations. 
 
30. The government has supported several financial infrastructure upgrades, building on its 
efforts in subprograms 1 and 2. For example, it launched Bakong and phase 1 of the real time 
gross settlements system. The ongoing staff costs for these have been captured under staff costs, 
and the set-up and hardware costs are assumed to be $20 million, a low estimate considering 
that costs typically associated with building IT infrastructure in financial institutions in developed 
countries range from $50 million to $300 million.17 

 
Table 4: Total Costs ($ million)18 

Item 

Cost 

($ million) 

Reference 

Para. in PEA 

Installation of ATM machines (10 years)   6.9 26 

Staffing costs: banks, MFIs (10 years) legal, regulatory and IT 150 27, 28 

SME credit guarantee scheme 200 29 

IT infrastructure (e.g., cost of Bakong, real time gross settlements 

system) 

 12 30 

Total  368  

Table 5: Range of Costs ($ million) 

Costs (see Table 4) Under Varying Assumptions High PEA Low 

Cost of ATMs, staffing, SME credit guarantee scheme, and IT 
infrastructure  

480 318 312 

 
31. It is important to note that the PEA is based on very conservative assumptions. For 
example, only a 5-basis points reduction in interest rates (2–7 range) is assumed. Even more 
prudently, GDP growth due to financial inclusion is estimated to be 0.32% (0.24%–0.4% range), 
whereas the ADB report in 2017 considered that the potential gains may be as high as 32% 
(footnote 14). Also, the PEA does not monetize several other benefits due to practical difficulties 
in making assumptions when translating qualitative indicators to robust dollar values. For 
example, the benefits arising from dynamic efficiencies in the job market, the reduction of poverty, 
the decrease in income inequality, and benefits arising from insurance have not been included. 
These are briefly discussed below.   
 

 
17 McKinsey Digital. Overhauling banks’ IT systems. 
18 Totals may not reconcile due to rounding.  

https://www.mckinsey.com/business-functions/digital-mckinsey/our-insights/overhauling-banks-it-systems.
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32. More employment leads to movement in the job market and efficiencies are often achieved 
due to a better match of skills to jobs. An efficiency dividend of 1% would result in a benefit of 
over $20 million. Also, the increase in the number of ATMs and branches would result in less time 
spent on financial transactions. A rough value of such time savings suggests they would exceed 
$100 million.  
 
33. The insurance industry in Cambodia has been growing, suggesting that the industry 
enjoys healthy net benefits. Over 2015–2019, gross insurance premiums grew by 31% on 
average and the gross premium receipts from all insurance products were $252.8 million in 2019. 
However, in a strict financial sense, insurance transactions result in negative value, as premiums 
(to cover overheads, etc.) exceed payouts Moral hazard and adverse selection associated with 
insurance transactions further decrease the value of these transactions. However, there is utility 
in insurance which is difficult to value and has not been considered in this PEA. Insurance, 
especially microinsurance, can benefit the poor by enabling them to undertake activities that they 
otherwise would not without insurance cover. 
 
34. The welfare effects of poverty alleviation and inequality reduction are well known. The 
financial inclusion component of the program attempts to address these. These benefits have 
also not been monetized in the PEA.  
 

6. Transmission Mechanism 
 
35. Table 6 summarizes the reforms, impacts (qualitative and quantitative where possible) 
and transmission mechanisms and provides estimates of the costs and benefits for the selected 
reforms.  
 

Table 6: Impact of Reforms and Transmission Mechanisms 
Reforms Transmission Mechanisms Expected Benefits 

Access of formal financial services to 
the poor expanded (reform area 1): 

i. NFIS implemented, 
ii. ARDB transformation, 
iii. Financial literacy in school 

curriculum; financial literacy 
training provided for 
university and investment 
professionals, farmers and 
agricultural cooperatives 

iv. Consumer Protection Law 
enacted 

v. National Commission for 
Consumer Protection, 
enforced by new General 
Department of Consumer 
Protection, Competition and 
Fraud Prevention at the 
MOC as the enforcement 
agency 

vi. Credit Guarantee 
Corporation of Cambodia 
established to administer 
credit guarantees 

• Additional ATMs, bank 
branches and staff, and MFI 
staff  

• Introduction of 
microinsurance products and 
licensing of microinsurance 
operators  

• Credit guarantee products  
 

• GDP growth of 0.32%. 

• Increased access to 
deposits, loans and 
withdrawals 

• Increased access to 
microinsurance 
products 

• Poverty alleviation, 
reduced inequality and 
improved economic 
conditions for women 
and literacy for (female) 
children 
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Reforms Transmission Mechanisms Expected Benefits 

vii. Licensing of microinsurance 
operators 

Financial sector stability enhanced 
(reform area 2) 

i. National Financial Stability 
committee established 

ii. NBFSA established 
iii. Fintech regulations and road 

map 
iv. Amendment of law on 

government debt securities 
v. Road map for government 

bond issuance 
 

• Better prudential controls 
result in lower risks (low 
interest rates) 

• Consumer deposit 
protection and cross-sector 
supervision  

• Introduction of government 
securities which provide a 
yield curve and meaningful 
benchmark for corporate 
bonds and other securities  

• Benefits of low interest: 
Up to $78 million (reform 
areas 2 and 3) 

• Better resilience to 
financial crises and 
systemic losses  

• Deepening of capital 
market  

 

Financial sector infrastructure 
upgraded (reform area 3) 

i. Bakong payment system 
ii. Real time gross settlements 

system, phase 1 
iii. Target FATF AML/CFT 

ratings 
iv. Implementing regulations on 

the Organization and 
Functioning of Trusts and 
Trust Inspection, and 
promoting the registration 
female trustees 

v. Implementing regulations for 
e-Commerce law and  
e-commerce training of 
trainers program 

• Regional and international 
interconnectivity  

• Cashless payments (peer-
to-peer using distributed 
ledger technology) 

• Trust and investment 
products  

• Regulated e-Commerce 
activities  
 

• Increased financial 
inclusion 

• Deepening of capital 
market and creation of 
investor base 

• Increased local and 
international trade 
 

AML/CFT = anti-money laundering/combating the financing of terrorism, ARDB = Agricultural and Rural Development 

Bank, ATM = automated teller machine, CGCC = Credit Guarantee Corporation of Cambodia, FATF = Financial Action 

Task Force, GDP = gross domestic product, MFI = microfinance institution, MOC = Ministry of Commerce,  

NBFSA = Nonbank Financial Services Authority, NFIS = National Financial Inclusion Strategy.  

7. Conclusion  
 
36. The benefits of subprogram 3 that arise from lower interest margins and financial inclusion, 
estimated under very conservative assumptions, are likely to be substantial. The scope of the 
analysis is limited in nature and several welfare enhancing measures such as poverty alleviation 
have not been monetized and incorporated in the calculations. Although the quantification of the 
expected benefits is only for illustrative purposes, it highlights the importance of the reforms and 
corroborates the view that ADB budget support will encourage the government to implement the 
reforms that will result in financial sector inclusiveness, stability and infrastructure improvement. 


