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Overview of Cambodia:

- Population: 14 Million

- Gender: 52% are female
- Annual growth rate: 2.5%

- Average household size: 5.2 persons

- Population in the rural area: 84%

- The annual Income per capita is mere US$320

Overview of Banks in Cambodia

- 15 commercial Banks

- 3 specialized banks

- 10 licensed Micro-finance Institutions, and

- 27 MFI NGOs registered with the National Bank of Cambodia

- Cambodia has no capital market

- No credit bureau

- No deposit guarantee facility, and

- No inter-bank market

 I. The rebirth of the banking system:

Civil war started in the 1970s and spread through the early 1990s. In Cambodia's case, there were three significate inter-relations and developments:

1- There was no money in circulation in Cambodia at all. Money was absolutely abolished. There was no banking system at all from 1975 to Jan, 1979.
2- There was a start-up of a banking system, but it was a centrally planned economy with only state owned banks. There was no real banking system with the private sector participation in the 1980s.

3- The law on banking and finance started, the banking system started to develop and continued to improve in the 1990s.

II- The development and the improvement of the law on banking and finance.

The National Bank of Cambodia (Central Bank of Cambodia) works in hand with micro-financial institution and micro-credit practitioners to develop and improve the law on banking and financial institutions to pave the way for more MFIs' integration into the financial industry and to grow. There was the improvement of the law on banking and financial institutions from late 1999. Microfinance Institutions have been recognized among other industries after the transformation of ACLEDA Bank in late 2000. By December 1999, there were only 32 banks with 56 branches operating in only 5 provinces in Cambodia. They lent US$199 M to 129,305 active borrowers. There were 106,868 account holders with the savings balance of US$199 Million. Total population in Cambodia then was 13 million.
III. The Increase Access to finance

Under the improved financial institutions law, banks are required to increase their capital base from US$5 M to US$13 M minimum capital. Compliance with the rules and regulations is strictly enforced. About half of them were closed, and others that could not qualify got downsized to specialized banks. The banking sector become stronger, more professional banks were established with more branches and offices. They expand to be closer to the customers. Among them ACLEDA Bank has expanded to 137 branches and offices which is more than 52% of all banks in Cambodia , and it is the only bank that provides worldwide financial services for both urban and rural areas, especially targeting the lower segment of the market for small and micro enterprises, and others, and operating almost throughout the whole Cambodia

By September 2005, there were 18 banks and 15 licensed microfinance institutions with 259 branches and offices. They are operating in 22 of the 24 provinces and towns in Cambodia. They lent US$556.6 M to 361,566 active borrowers. There were 305,356 account holders with the savings balance of US$871.4 Million. Total population in Cambodia now is 14 million.

IV. Inclusive Financial services for all:
ACLEDA has started its financial services with lending and business consultancy services to the entrepreneurs of micro-business, small business, and medium enterprises and gradually add other financial services such as: 

A- Credit
Micro, Small, Medium, Personal Loan; Overdraft; Staff Loan; Revolving Credit Line; Factoring Loan & Trust Receipt.
B- Cash Management
Bank Confirmation; Cashier’s check; Payroll; Cash/Distributor Collection; Supplier Payment; Cash Consolidation Account; Standing Order/Direct Debit; Exchange; Bank Draft; Foreign ;Check Purchasing.
C- Deposits
Savings, Demand, Current, and Fixed; Corporate; Trust Account; Notice withdrawal.
D- Transfer
Local; International (SWIFT & Western Union) 

E- Trade Finance
Documentary Credit (L/C); Documentary Collection; Shipping Guarantee; Bid Guarantee; Performance Guarantee; Advance Payment Guarantee; Payment Guarantee; Retention Guarantee; Traveler’s Check 
I would like to offer four suggestions to strengthen MFIs so that they can have a better chance to survive in high risk environments:  

· 'Be sustainable'  MFIs should not be afraid of making known the fact that they are profitable and they will quickly find friends in the financial sector ready to support them in need.

· MFIs should not assume that 'off-the-shelf' products that have worked elsewhere are sufficient for their own market. Whilst it is true that to achieve the necessary economies of scale microfinance products need to be homogeneous, the products themselves must to be well tuned to the needs of the local community. 'Listen to your customer', broaden the range of products outside lending into such areas as savings and transfers and the MFI will diversify its income stream and quickly achieve the critical mass to endure any upsets.

· MFIs should proactively integrate themselves into the mainstream financial system rather than operate outside it. This will strengthen the system itself by making it larger, more diversified and inclusive and, most importantly, allow the MFIs to influence the evolution of the financial infrastructure from within. (Example: ACLEDA's role in encouraging more transparency and better corporate governance in Cambodia.)

(  'Act like a bank and you will be treated like a bank'. MFIs often have larger office networks than  the     commercial banks so they can offer correspondent (transfer and cash management) services to the larger financial institutions – including foreign ones. This will broaden the base of  relationships in the financial sector so there will be more people that the MFI can turn to in a crisis. It is also good business!
"More access to finance, more economic development. More microfinance institution need to be established since I so firmly believe that sustainable microfinance is an important tool for economic growth at the grass roots level. It provides a stimulus to social development and is a powerful weapon in the fight against poverty".
Thank You
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