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Summary

International financial institutions, foreign state-owned development banks, and private
investors have fueled a crisis of over-indebtedness in Cambodia through their investments
in the microfinance sector. Cambodian banks and microfinance institutions (MFIs) that
have received foreign investment have engaged in predatory lending and collection
practices, ensnaring millions of Cambodians in debt traps and leading to forced land
sales, loss of means of subsistence, child labor, reduced food consumption, and debt

suicides.

Microcredit is a type of banking service designed to provide access to capital for people
living in poverty, in particular to develop their small businesses, funds that would
otherwise be difficult orimpossible to obtain. In their original form beginning in the mid-
1970s, microfinance loans were group loans based on mutual trust and accountability and
did not require collateral. In Cambodia, as in many other countries, MFls that began as
non-profits founded by donors and nongovernmental organizations (NGOs) have in recent

decades become highly profitable businesses for national and international investors.

In 2019, Cambodia became the country with the most microfinance debt per capita in the
world. By that time, academics, journalists, local NGOs and industry consultants had
already been raising concerns for years about over-indebtedness, predatory practices of
Cambodian MFls, and the negative effects on Cambodian borrowers. Yet investors ignored

these warnings, and the microfinance sector continued to balloon.

By 2024, the value of microloan debt in Cambodia had over five years more than doubled,
with the country’s 3.8 million households holding more than 3.1 million microloans worth
more than US$18 billion. The average loan size was over US$5,800, over four times the
country's annual median per capita income of US$1,400 in 2023. By comparison, if
microfinance loan amounts in the United States that year had been equivalent (US per
capita income in 2023 was US$82,000), the average loan would have been more than
US$328,000.
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Cambodians are Far More Likely to be in Debt than
Residents of Other Southeast Asian Countries

Percentage of the GDP which corresponds to household debt in
Cambodia compared to other countries of similar income level

34.4%

Cambodia
30%
20 o,
19.9%
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Source: World Bank, Cambodia Economic Update: Resilient Growth Amid Global Uncertainty, November 2022

Average Loan Size in Cambodia is Quadruple the Median Income

Average loan size in Cambodia in 2024 compared to country's
per capita income, in USD ($)

4.2 times the
country’s median
per capita income

$5,800
$1,387.2
Annual median per capita Loan size average in
income in Cambodia in 2023 Cambodia in 2024

Source: LICADHO, Cambodia Socio-Economic Surveys (CSES) 2023, National Institute of Statistics Ministry
of Planning, October 2024, p. 120.
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How Cambodia’s Debt Crisis is Soaring

Household consumption, debt average, and debt-to-consumption ratio
in Cambodia, from 2009 to 2023
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How Microloans Have Turned into a Predatory
Practice in Cambodia

Microfinance Loans in the 1990s

In the mid-1990s, a Cambodian couple o The couple would return the money in small
could apply for a microloan to develop payments to the lender, probably a non-profit
their small farm. organization. They were not required to provide

collateral to for the loan.

Microloan

Neon-profit MFI

Low-income

The money is returned to small farmers

the entity little by little

Microfinance Loans Today

o Today, the system has changed. For-profit o In northeast Cambodia, MFIs have accepted
Microfinance Institutions (MFIs), owned by “soft titles”—informal documents from local
foreign investors, encourage the couple to take authorities—that overlap with Indigenous
out a loan based on the value of their land, with collective land titles, endangering processes
the land used as collateral. to protect these areas.

Overestimated loan

Indigenous land

not protected

Add “soft land titles”
as collateral

MFls overestimate the couple's ability to pay @ Credit officers coerce the couple to sell some or
back their loan, and the farmers fall behind on all their land and other valuable possessions

their payments. Credit officers begin visiting the outside of the judicial system. The money is not
couple several times a week. enough to fully repay the couple’s debt, and the

MFI does not return their land title.

Pressure, intimidation
and threats

Land titles
as collateral

Borrowers can't
repay on time
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Although not defined in international law, the term “predatory lending” has been used in
different contexts to describe a set of practices that extend credit and collect payments
through unfair, deceptive, or abusive means and that disregard a borrower’s ability to repay.
Such lending typically aims to maximize lender profit without regard to borrower financial
stability, often leading to high levels of debt and further borrower financial hardship.

This report focuses on the irreversible impacts of predatory lending by Cambodian MFIs on
Indigenous peoples in Ratanakiri province, one of four provinces in the country’s northeast
where most Indigenous peoples live and where poverty rates are higher than elsewhere in
the country. Human Rights Watch interviewed 56 Indigenous residents and community
leaders, of whom 52 had microfinance loans and described being trapped in cycles of debt.

Most of these Indigenous borrowers held microfinance loans collateralized with land titles.

Their accounts showed that over-indebtedness has compounded the marginalization of
Indigenous peoples and made them vulnerable to repeated threats from MFI credit officers
collecting payments. This report documents harms related to predatory lending to
Indigenous peoples in Cambodia’s northeast, specifically:

e the loss of Indigenous lands and the impact of microfinance loans collateralized
with land titles on the collective land titling process for Indigenous land;

e repeated issuance by Cambodian MFls of loans to Indigenous borrowers based on
the value of their land used for collateral, despite inadequate income to make
scheduled repayments;

e loss of means of subsistence due to forced land sales and sales of other productive
assets, exacerbated by impacts of climate change on incomes of Indigenous farmers;

e harmful coping mechanisms due to over-indebtedness, including decreased food
consumption, children dropping out of school to work or because theirindebted

parents could no longer afford the cost of education, and debt-related suicides.

Story of Vannak and Sreyleak

The couple Vannak and Sreyleak are Indigenous farmers from a rural village in Ratanakiri
province. Starting in 2015, MFIs and banks began placing advertisements in their village that
said land of any size could be used as collateral to borrow money. The couple took out small
loans in 2016 and 2019 and soon paid them back. Afterwards, they were offered larger and
larger loans by the MFIs operating in the area, which they took.
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In 2023, the couple borrowed about US$2,500 from Amret, a Cambodian MFl whose
shareholders include the World Bank’s International Finance Corporation (IFC) and the
Netherlands’ state development bank (FMO), among others. Amret's website states its

mission is “to provide underserved clients with financial services tailored to their needs.”

Vannak and Sreyleak took out the loan to invest in their farm, as their crops were their
main source of income. Amret accepted a land title as collateral for the loan, even though
the land title overlapped with protected Indigenous land that was already part of an
application to the Cambodian government to secure an Indigenous Collective Land Title

(CLT), which would prevent its sale to anyone outside of their Indigenous community.

Shortly after taking the loan from Amret, the couple’s crops began to fail. When Vannak
and Sreyleak fell several days behind on their monthly payments, Amret credit officers
began to show up at their house and demand that the couple sell their land and other
assets to repay the loan.

During these visits, Amret credit officers pressured Sreyleak to thumbprint documents on
multiple occasions promising to repay her loan by the next day. The documents were
written in the national Khmer language, which she cannot read. The credit officers told her
that if she did not pay the next day, she would be reported to local government officials—a
practice specifically prohibited under Cambodian law, but a common tactic of credit

officers pressuring borrowers into repaying.

The threats escalated as the couple continued to struggle to repay. Once, when the couple
was just two days late on a repayment, an Amret credit officer arrived at their house.
Vannak and Sreyleak said that the credit officer noticed the couple's 15-year-old daughter
coming down the stairs of their house, turned to them and said that they should sell her to
a local entertainment establishment, widely known to be a brothel. Vannak and Sreyleak
were horrified; their daughter, who heard what the credit officer suggested, was terrified.
They said she stayed in her room for several days and missed school out of fear that the
credit officer would kidnap her and sell her to the establishment.

As the pressure from Amret ratcheted up, Sreyleak’s elderly mother, who was living with
the family at the time, became increasingly distressed by the Amret credit officers’

frequent visits. She was suffering from health issues, and she began to say repeatedly to
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Vannak and Sreyleak that she was placing further financial burden on her daughter and

son-in-law.

“My mother was stressed about us having to borrow money for her medical expenses,”
Sreyleak said. “l believe that she did not want to burden us. She would also tell me that

she was afraid every time the credit officers from Amret would come to ask for money.”

One day, Sreyleak’s mother went to the back of their house and hanged herself. Sreyleak

believes her suicide was due to the pressure from the credit officers.

In correspondence with Human Rights Watch about policies and actions it had taken in
response to reports of predatory lending and collection practices by its staff, Amret said it
has a “zero tolerance policy regarding aggressive sales, coercive recovery practices, or any
action that compromises a client’s dignity or legal rights” and conducts internal

investigations into allegations of wrongdoing, even when complainants provide few details.

Amret noted that it had investigated one instance of a staff member allegedly urging a
client to sell her child to settle a loan but could not identify the client concerned nor
confirm any wrongdoing by its staff. When asked by Human Rights Watch if Amret had ever
confirmed any cases of credit officers encouraging borrowers to sell their children to pay

off Amret MFI debts, Amret did not confirm whether it had verified any such allegations.

When Human Rights Watch provided a follow-up letter with more details about this case —
without sharing the names of the clients—Amret responded: “To be able to investigate and
respond to this specific case we need sufficient and verifiable information. Anonymous
complaints make it difficult to review the circumstances fully and to ensure that any
affected parties receive the resolution they deserve. In the interest of the family involved
we welcome the opportunity to review this case in more detail. We can offer several
confidential channels through which the family may share their concerns directly with us or

through an independent mediator, with full respect for their privacy and safety.”
Amret did not address Human Rights Watch’s questions about measures to identify and

mitigate borrower distress, including suicide risk, and to provide debt restructuring or

other remedial support in such situations.
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Indigenous Borrowers, Debt Traps, and Losing Titles to Collective Land

Human Rights Watch found that Cambodian microloan providers advertised heavily to
Indigenous communities in Ratanakiri province and worked with local government
authorities, usually village chiefs, to encourage Indigenous borrowers to take out loans.
Most credit officers from MFIs assigned to the people we interviewed did not speak the
Indigenous languages and did not have interpreters present when explaining or finalizing
loan documents, which were written in Khmer. Indigenous borrowers often did not
understand the terms of their loans and were subject to repeated threats from credit

officers when they fell behind on their payments.

Indigenous borrowers reported that when offering new loans, credit officers from banks
and MFIs were primarily concerned with the value of the land that borrowers were pledging
as collateral, rather than the borrower’s repayment capacity. Human Rights Watch also
learned about these practices through interviews with credit officers, who said that their
MFIs approved large loans to borrowers because they had valuable land that could be

used as collateral.

The land titles used by Indigenous borrowers for collateral were so-called “soft titles”—an
informal but commonly used document issued by a local authority—in contrast to “hard
titles” recognized and issued by national-level authorities. Both types of land titles are
accepted as collateral by MFIs in Cambodia. Indigenous borrowers in Ratanakiri said they
were able to take out MFI loans once local authorities began issuing soft titles. In
Cambodia, “soft titles” are often treated like “hard titles” due to their prevalence and role

in everyday transactions.

Under both Cambodian law and international standards, there is no prohibition against
Indigenous peoples using their land as collateral for loans. However, such decisions need
to be made in a manner that is compatible with Indigenous rights — particularly the
internationally recognized right of Indigenous people to free, prior, and informed consent.

The use of Indigenous land as collateral without free, prior, and informed consent raises
serious concerns, and risks violating collective land rights, especially when loans are
secured by land that is customary or communally held, or in the process of being

registered as such. In these cases, even if an individual borrower agrees to use the land,
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doing so without the informed participation and consent of the broader Indigenous
community may result in the loss of communal lands — undermining their identity,

livelihoods, and survival as Indigenous peoples.

Some Indigenous borrowers interviewed by Human Rights Watch said their “soft titles”
were part of a Collective Land Title process, a protracted and bureaucratic process through
which Indigenous communities can receive titles for communal land. While a CLT is
pending, that land should be subject to additional protection that prevents further

granting or transfer of “soft titles” in the pending CLT-designated area.

Human Rights Watch found that Cambodian MFIs continued to lend to Indigenous peoples
using “soft titles” that overlapped with pending CLTs, and that credit officers did not
inquire whether these titles were part of an existing CLT or undergoing a CLT process. The
acceptance of these soft titles as collateral by MFIs undermines the CLT application
process, as the process requires community members to collect all such soft titles and
give them to Cambodian government officials — which is not possible if these titles are

being held by MFIs or informal lenders as collateral.

Some Indigenous peoples in Ratanakiri province who used “soft titles” as collateral have
withdrawn from ongoing CLT processes because of microfinance debt, according to
interviews and review of documents from multiple Indigenous communities. Indigenous
borrowers from many different CLTs indicated that their community left or dropped out of

the CLT process because of MFI debt in their community.

The Cambodian government provides free public health services. However, Human Rights
Watch found that such services often are inaccessible to Indigenous people in rural areas
such as Ratanakiri, exacerbating the impacts of the ongoing microfinance debt crisis.
Many Indigenous respondents borrowed money because they needed funds quickly for
emergency expenses, such as healthcare costs. For borrowers already in debt, many cited

unexpected medical expenses as disrupting their ability to repay their loans.

Additionally, the impact of climate change on crop yields has further affected the ability of
Indigenous borrowers to manage and repay their loans on time. Indigenous farmers
described unexpected losses of income from failing harvests due to droughts, flooding, or

unusually high temperatures. Agricultural insurance is at a very early stage of development
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in Cambodia, and farmers in Indigenous communities have no practical access to it. A
single failed harvest can lead to financial devastation for Indigenous households, making

them unable to repay their microfinance debts.

Once Indigenous peoples were in debt to MFls, they fell into similar cycles of loan juggling
and indebtedness that affects borrowers across Cambodia. Although part of the rationale
for a regulated, formal microfinance sector is that these microloans can replace the
informal and often more expensive system of unregistered moneylenders, in Cambodia,
informal lenders play a crucial role in sustaining the formal MFI sector. Indigenous
borrowers described relying on informal moneylenders to repay their formal MFI loans, at
times at the instigation of credit officers. This loan juggling enabled MFls to meet their

performance targets while borrowers spiraled further into debt.

Indigenous borrowers described credit officers continuing to offer them new loans, even
though they were aware of their inability to repay existing ones. Borrowers said they were
told by credit officers working for the MFls to list on their loan documents that micro-
business investments were the reason for their loans, despite credit officers knowing
these reasons to be untrue. Once Indigenous borrowers entered into cycles of deeper

indebtedness, they were unable to break the cycle.

Credit officers acting on behalf of Cambodian MFlIs and banks regularly threatened
Indigenous borrowers late on repayments of their loans with legal action, although there
are no criminal penalties for non-repayment of loans in Cambodia. Credit officers
frequently threatened to report Indigenous borrowers to courts or the police or say they

would take them to meet with local authorities.

Coercing borrowers to sign or thumbprint agreements promising repayment within a day or
two was another common tactic of credit officers. Credit officers also threatened to sell the
borrower’s collateralized land or possessions for below-market value if repayments were
missed. Because most Indigenous borrowers did not understand their loan documents,
many of them believed these threats and felt coerced by these unethical collection

practices to repay their loans by whatever means possible.

Under pressure from credit officers, Indigenous people interviewed by Human Rights Watch

felt compelled to manage their debts in ways that resulted in further harm. These strategies
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include forced sales of their land or other possessions at the instigation of credit officers
seeking repayment of loans. Borrowers described how they felt they had no other choice,
due to fears of either being reported to authorities or heavily fined. Loss of land in turn has

profoundly affected their ability to earn a livelihood and their standard of living.

One common method for managing over-indebtedness is cutting back on food
consumption. Indigenous borrowers described spending less on food than they did before

taking MFI loans due to pressure to repay their microfinance loans.

Other families cut their spending on education, describing how their children had dropped
out of school because the debt repayments meant parents could no longer afford the
associated costs, or because their children needed to work to help their parents pay their
MFI debt. Other children still able to attend school, experienced repeated and consistent
interruptions in their education when they had to work intermittently to help their parents

pay off their loans.

Human Rights Watch documented four suicides and two attempted suicides among
Indigenous peoples in Ratanakiri and Preah Vihear provinces that followed acute anxiety
over microfinance debt and its consequences. In some of these cases, MFls and banks
continued to pressure and threaten surviving family members to repay the loan after

the suicide.

Obligations and Responsibilities of the Cambodian Government,
MFls, and Investors

Taking on debt in certain circumstances can help individuals and households improve their
standard of living and enable investment in their own businesses, as microfinance loans
were originally intended. However, when microcredit is needed to obtain public services,
including education and health care, because they are inaccessible or too expensive,
governments may be failing to fulfill their economic, social, and cultural rights obligations.
An excessively high amount of debt—over-indebtedness—will also limit an individual’s
enjoyment of their right to an adequate standard of living, including the rights to food,

housing, and water, when household income must be diverted to service that debt.
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Under international human rights law, including the United Nations Guiding Principles on
Business and Human Rights (the UN Guiding Principles), governments have the obligation
to respect, protect, and fulfill human rights obligations, including protecting the rights of
persons within their territory from harmful conduct of private actors, such as banks and
other financial actors. Private actors also have distinct responsibilities regarding human
rights, including a responsibility not to cause, contribute to, or be linked with actual or
potential adverse human rights impacts, and should adequately remediate adverse human

rights impacts.

Cambodia has adopted laws and policies to regulate MFIs and protect consumers, but they
have proven inadequate and are largely not enforced. The Cambodian government and
private actors—both Cambodian MFIs and their international investors—have opted to
promote voluntary measures and self-regulation. To our knowledge, there have not been
meaningful steps taken to remedy the harms or prevent and mitigate the risk of harms from

these predatory lending and collection practices.

In a letter responding to questions from Human Rights Watch about the enforcement of
policies related to lending and collecting in the MFl industry in Cambodia, the National
Bank of Cambodia (NBC), which has the authority to sanction and suspend or revoke
licenses of MFI’s, did not provide any responses to direct questions about instances in
which MFls were penalized or sanctioned for any violation of consumer protection or
regulatory laws or policies. The NBC did however state that it “focuses on strengthening
consumer protection frameworks ... as well as supporting capacity-building initiatives.
Sanctions and discipline for non-compliance are applied according to Article 52-55 of [the]

Law on Banking and Financial Institutions.”

Cambodia’s microfinance crisis has been fueled by international investors, in particular by
the International Finance Corporation, the World Bank’s private sector lending arm, which
has had the longest and deepest involvement in the microfinance sector of any foreign
actor. In early 2022, two Cambodian human rights organizations, the Cambodian League
for the Promotion and Defense of Human Rights (LICADHO) and Equitable Cambodia, filed
a complaint with the IFC's grievance mechanism, the Compliance Advisor/Ombudsman
(CA0), regarding IFC investments in six Cambodian microfinance institutions. They alleged
that IFC-funded microfinance institutions engaged in predatory lending practices that led
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to human rights abuses, including loss of land and livelihoods, food insecurity, health
threats, and child labor.

In an appraisal report issued in June 2023, the CAO concluded that the NGOs’ complaint
regarding IFC financing of MFls in Cambodia “meets the criteria fora CAO compliance
investigation as there are preliminary indications that IFC may have failed to comply with
its Environmental and Social (E&S) policies in assessing and supervising the social
impacts of these investments, and that the alleged harm to complainants is linked to this
potential non-compliance.” The findings of the CAO’s full investigation are expected to be
released in 2025,

IFC investments in Cambodian MFIs have contributed to the human rights harms
experienced by Indigenous peoples, in particular through IFC failure to ensure borrowers
and would-be borrowers receive adequate information about the terms and conditions of
loans in a language they understand and that loan terms respect Indigenous rights,
including the right not to be dispossessed of collective land without free, prior, and
informed consent. IFC obligations to respect human rights are reflected in its own
“Sustainability Framework,” which is comprised of their Sustainability Policy, Performance
Standards, and Access to Information Policy and articulates the IFC’s strategic
commitment to sustainable development. The CAQ’s preliminary appraisal drew attention
to potential non-compliance with two performance standards and an exclusion list (which

defines the types of projects the IFC does not finance) set forth in the framework.

Under IFC Performance Standard 7, recipients of IFC investments are required to “identify,
through an environmental and social risks and impacts assessment process, all
communities of Indigenous Peoples within the project area of influence who may be
affected by the project, as well as the nature and degree of the expected direct and indirect
economic, social, cultural ... and environmental impacts on them.” Under Performance
Standard 1, recipients of IFC investments “will undertake an engagement process with the
Affected Communities of Indigenous Peoples ... includ[ing] stakeholder analysis and
engagement planning.” The IFC’s exclusion list also states that the IFC does not finance
“[p]roduction or activities that impinge on the lands owned, or claimed under adjudication
by Indigenous Peoples, without full documented consent of such peoples.”

Human Rights Watch is not aware of any environmental or social risk impact assessment or

engagement process with affected Indigenous communities undertaken by the IFC, or any
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MFI, bank, or other international investor, prior to the provision of the loans to Indigenous

peoples documented in this report.

In its response to the CAQ’s preliminary findings, IFC management stated: “The alleged
harms, while serious, are not the result of non-compliance with the IFC E&S Policies but
are related to lending and collection practices by IFC clients, which IFC addresses through
its responsible finance framework.” IFC management claims that risks and impacts
suffered by microfinance borrowers are not covered by the institution’s E&S policies,
because “Customers or consumers of a client’s products are not referenced in the
Sustainability Policy or Performance Standards as a category of stakeholder to which E&S

risk mitigation measures should apply.”

The IFC’s response to a letter from Human Rights Watch summarizing our findings similarly
stated that: “[R]isks and impacts related to consumer protection are not managed through
IFC’s current E&S requirements.” IFC management appears to dispute the basis of the
CAO’s investigation, undertaken because of concerns over potential non-compliance with
Performance Standards, including 1 and 7, and the IFC’s Exclusion List. The IFC also stated
that it “requires all microfinance institution clients to maintain and comply with applicable
codes of conduct, procedures and controls for responsible finance and consumer
protection consistent with their business and customer profile, in full compliance with
applicable national laws and regulations.” It also said it is working with the National Bank
of Cambodia, industry associations and other sector-level bodies “to raise consumer
financial capacity and enhance industry self-regulation and has supported establishment

of a Financial Consumer Center.”

Since the CAO complaint was filed in early 2022, the IFC has not provided any additional
direct financing to Cambodian MFls, though some European state development banks and

private investors have continued to provide loans and maintain equity to MFls in Cambodia.

Right to a Remedy

Predatory lending by Cambodian MFIs has contributed to harms that require a holistic
response and meaningful remedies for affected borrowers and communities. Remedies
should address the direct harmful impacts of over-indebtedness, including coerced sales

of Indigenous land, as well as the structural inequalities that lead Indigenous peoples to
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borrow to obtain services such as education and health care. The Cambodian government,
Cambodian MFls, the IFC, foreign state development banks, and private investors should
ensure access to remedies that include mechanisms for debt forgiveness and substantive
debt restructuring, as well as recovery of Indigenous land obtained through coerced

land sales.

While some investors have sought to reduce their exposure or divest entirely from
Cambodia’s MFI sector, they remain responsible for harms they contributed to while they
were involved. Remedies should extend beyond current actors to include investors and
shareholders who profited from predatory lending in the sector and have since exited

without addressing their legacy of harms.

To ensure meaningful redress and potential recurrence, investors who have profited from
predatory lending in Indigenous communities should establish an independent grievance
mechanism accessible to and culturally appropriate for Indigenous borrowers. The
mechanism should comply fully with guidance on non-judicial grievance mechanisms set
forth in the UN Guiding Principles, including effectiveness criteria to be: legitimate,
accessible, predictable, equitable, transparent, rights-compatible, continuous learning,

and based on engagement and dialogue.

The Cambodian government, the Cambodian MFI sector, and their international financial
backers should provide alternative financial mechanisms that allow Indigenous peoples to
access credit without using their land as collateral. Community Development Financial
Institutions, for example, have demonstrated that credit can be extended based on an
individual’s ability to repay — without leveraging land as collateral. Other examples, such
as rotating savings and credit associations and solidarity lending groups, also provide
trust-based models that are likely to pose little or no risk to the rights of Indigenous

peoples.

The Cambodian government should also meet its obligations to ensure economic, social,
and cultural rights, including access to health care and education, and the right to an
adequate standard of living. Indigenous communities should not have to rely on debt to

obtain services the state is obligated under international law to provide.
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Key Recommendations

To the Government of Cambodia and the National Bank of Cambodia

Enforce existing laws and policies that are designed to protect borrowers including:
interest rate caps, requirements that borrowers have full and clear information
about loan terms, including in languages understood by Indigenous peoples, and
requirements to assess borrowers’ ability to repay prior to extending loans;
Impose penalties for predatory lending practices, including aggressive debt
collection, and put in place a system of escalating sanctions for non-compliance
written into Cambodian law or NBC licensing conditions.

Expedite and strengthen collective land titling (CLT) processes to protect
Indigenous communities from land loss;

Require that all loans to Indigenous borrowers comply with principles of free, prior,
and informed consent, known as FPIC, ensuring they are fully informed of terms, in
a medium and language they understand, prior to them signing or thumbprinting
any agreement. Loan collaterals that overlap with collective lands require a free,
prior, and informed consent process that includes the individual borrower and
representatives of the Indigenous community whose collective land would be
affected.

To Cambodia’s Microfinance Sector

End Predatory Lending and Coercive Collection Practices — MFls should cease
exploitative lending, intimidation tactics, and coercive collection strategies such
as forced repayment agreements under duress, including by removing financial
incentives for credit officers that encourage such practices;

Conduct Independent Audits of Microfinance Loans — Engage independent, third-
party auditors—entities with no financial, governance, or business ties to MFls,
industry associations, investors, or self-regulatory initiatives—to review loan
portfolios in Indigenous regions and identify contracts issued without properincome

assessment; any such contracts should be declared null and void.
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To the World Bank Group, IFC, and Private and State Development Bank
Investors

Acknowledge and Address Microfinance-Related Harms — Publicly recognize and
take responsibility for the negative impacts of microfinance lending on Indigenous
communities. Implement safeguards to prevent further harms, including land
dispossession;

Ensure Accountability and Provide Remedies — Provide substantial financial and
non-financial remedies proportionate to the scale of harm and ensure that
Indigenous borrowers and communities harmed by microfinance projects receive
appropriate and commensurate remedies;

Implement Systematic Debt Relief and Grievance Mechanisms — Support debt
restructuring for over-indebted borrowers and establish an independent grievance
mechanism in line with UN human rights standards to provide fair and transparent
remedies for microfinance-related harms.
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Methodology

This report is based on research conducted by Human Rights Watch between February and

December 2024. It builds on previous research by Human Rights Watch into this issue.*

We have chosen to focus on Indigenous borrowers in Cambodia because there has been
relatively little research done on the potentially irreversible harms to these Indigenous

communities as a result of microfinance loans.

The province of Ratanakiri was selected for in-depth research because a large proportion of
Indigenous communities there had faced increasing harms from over-indebtedness to MFls
and informal lenders.2 We obtained information from a variety of sources, including
interviews with Indigenous peoples, 52 of whom had microloans from Cambodian MFls and
banks, mostly from Ratanakiri province. Most of those interviewed identified as a member
of one of the Indigenous groups in Cambodia, specifically: Kachock (16), Kouy (11), Kreung
(13), Tampuan (8), Jarai (6), and Bonong (2), and almost all came from communities in or
around Ratanakiri, with additional interviews from Mondulkiri, Preah Vihear, and Kampong

Thom provinces.

We also interviewed 10 Indigenous representatives; 5 non-Indigenous borrowers in
Kompong Thom province; and 3 credit officers from microfinance lenders in Siem Reap,

Kampong Cham, and Pursat provinces.

1 Human Rights Watch, “Cambodia: Micro-Loan Borrowers Face Covid-19 Crisis,”news release, July 14, 2020,
https://www.hrw.org/news/2020/07/14/cambodia-micro-loan-borrowers-face-covid-19-crisis (accessed on September 11,
2025); Human Rights Watch, “World Bank: Investigate Cambodia's Micro-Loans, ”news release, December 14, 2020,
https://www.hrw.org/news/2020/12/14/world-bank-investigate-cambodias-micro-loans (accessed on September 11, 2025).

2 Asian Development Bank (ADB), Summary Poverty Reduction and Social Strategy: Cambodia: Climate-Resilient Rice
Commercialization Sector Development Program, November 2023, https://www.adb.org/sites/default/files/project-
documents/55104/55104-001-sddr-en.pdf (accessed on September 11, 2025). “Based on the 2019 census data, the total
population of all 22 IPs was 172,980 (equivalent to 1.11% of the total Cambodian population). The vast majority of the
indigenous peoples (94%) are living in Ratanak Kiri, Mondul Kiri, Kratie, Preah Vihear, Stung Treng and Kampong Thom
provinces. The six major tribes with at least a population of 10,000 are: 1) Bunong with 36,585 people, 2) Tampuan with
36,373 people, 3) Jarai with 26,922 people, 4) Kreung with 21,453 people, 5) Kui with 16,762 people, and 6) Prao with 10,086
people. The six groups have a total population 148,181 people, equivalent to 85.7% of the total indigenous population.” See
also Open Development Cambodia, National Report on Demographic and Socio-Economic Situation of Indigenous Peoples in
Cambodia, 2024, p.26, https://data.opendevelopmentcambodia.net/km/dataset/ab2bc6fs-aas2-4664-8cbc-
oe3boyff8fcs/resource/a93b9849-0885-4b39-8839-ceoseod45187/download/final-ips-natiional_report_final-8_polished-
by-group.pdf (accessed on July 22, 2025).
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Due to security concerns, we have used pseudonyms for all Indigenous respondents, and
other identifying information, including in some cases their location, has been withheld.
Human Rights Watch conducted some of the interviews in Ratanakiri province but outside
of Indigenous communities, such that local authorities and MFI credit officers would not be
able to identify those interviewed. Interviews were conducted in Indigenous languages and
Khmer, with interpretation from native speakers. Where possible, accounts were
corroborated with local activists, news coverage, journalists, and other available sources,
including sector reports, internal MFl shared industry data that included loan portfolios
sizes in Ratanakiri, the specific area this report researched. Loan documents or credit
history reports were reviewed from 49 of the 52 borrowers interviewed for this report to
help corroborate respondent accounts. All of the borrowers whom we quote in the report

were part of the group of 49 whose loan documents or credit history reports we reviewed.

All interviewees gave informed consent in advance of being interviewed. Before asking for
consent, Human Rights Watch explained the purpose of the research, how the information
would be used, and potential risks to all interviewees, and only proceeded with the
interview once consent was given. Human Rights Watch did not provide any incentives in

exchange for interviews.

Human Rights Watch also researched information from public sources, including relevant
national law and international human rights standards, civil society organization reports,

domestic and international news media reports, and academic journals.

Human Rights Watch sent written questions to all Cambodian MFIs named by Indigenous
borrowers in this report, as well as to relevant Cambodian government bodies, industry
associations, state development banks, and international investors with known financial
ties to the Cambodian microfinance sector. Each letter outlined key findings, requested
information regarding policies and practices, and offered an opportunity to respond prior

to publication.

Human Rights Watch wrote to, but did not receive replies from: ACLEDA, KB Prasac,
Sathapana Bank Plc., Phillip Bank Plc., Hattha Bank Plc., BIO, the Belgian investment
company for developing countries, Ministry of Land Management, Urban Planning and

Construction, Ministry of Economy and Finance, Ministry of Interior, Ministry of Health,
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Ministry of Education, Youth and Sport, Council of Ministers, Cambodia Human Rights

Committee, or the Cambodian Microfinance Association (CMA).

As of September 17, 2025, Human Rights Watch had received written responses from five
Cambodian MFIs: AMK Microfinance Institution Plc. (AMK), Amret Microfinance Institution
Plc. (Amret), MOHANOKOR Microfinance Institution Plc. (Mohonokor), LOLC (Cambodia)
Plc. (LOLC), and Woori Bank (Cambodia) Plc. (Woori).

We also received replies from the National Bank of Cambodia, the Association of Banks in
Cambodia (ABC), Cerise+SPTF, the Microfinance Enhancement Facility (MEF)/Global
Gender Smart Fund (GGSF), the International Finance Corporation (IFC), and several state
development banks and investment funds, including, MIFA (Blue Orchard); KfW, the
German state-owned investment and development bank; DEG, a German development
finance institution that is part of the KfW group; BlI, the UK government’s development
finance institution; DFC, The United States’ development finance institution; Finnfund, the
Finnish development financier and impact investor; FMO, the Dutch entrepreneurial
development bank; Swedfund, the development finance institution of the Swedish
government; Proparco, the development finance institution partly owned by the French
Development Agency; and Norfund, the Norwegian investment fund for developing
countries.

This correspondence is summarized and excerpted where relevant throughout the report;

full text of the responses is available in the Appendix.
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I. Microfinance Loans in Cambodia

Microcredit is a type of banking service to improve access to capital for people living in
poverty, in particular to develop their small businesses, as they would otherwise not easily
be able to do.3 The Nobel prize-winning concept was designed to provide small loans
largely to rural communities based on mutual trust and accountability. Originally in the
mid-1970s, microfinance loans did not require collateral. According to the microfinance
pioneer and Nobel Laureate Muhammad Yunus, they were “collateral-free income
generating, housing, student and micro-enterprise loans to the poor.”# Microfinance aimed

to improve businesses of recipients by providing capital through smaller loans.s

Currently in Cambodia, most microfinance loans are individual loans collateralized with
borrowers’ land titles. A smaller portion of microfinance loans are group loans, given
without collateral to between two to five people.é¢ With group loans, the other borrowers

are responsible for payment if an individual within that group defaults.

Some loans are structured to require equal repayments each month, consisting of both
principal and interest. Other loans, often offered to rural borrowers who receive their yearly

income in bulk during their agricultural harvest, charge interest-only repayments for 6 to 12

3 David Hulme and Paul Mosley, finance Against Poverty, vol. 1, London: Routledge, 1996,
https://www.taylorfrancis.com/books/mono/10.4324/9780203980132/finance-poverty-volume-1-hulme-david-paul-
mosley (accessed February 26, 2025).

4 Muhammad Yunus, "Nobel Lecture," Oslo, Norway, 2006, https://www.nobelprize.org/prizes/peace/2006/yunus/lecture/
(accessed February 26, 2025).

5 Joseph E. Stiglitz and Andrew Weiss, “Credit Rationing in Markets with Imperfect Information,” American Economic
Review71, no. 3 (1981), pp. 393—410. Jonathan J. Morduch and Robert J. Cull, "Microfinance and Economic

Development," Policy Research Working Paper, no. WPS 8252, Washington, D.C., World Bank Group,
http://documents.worldbank.org/curated/en/107171511360386561/Microfinance-and-economic-development (accessed
February 26, 2025).

6 Equitable Cambodia and the Cambodian League for the Promotion and Defense of Human Rights (LICADHO), Debt Threats:
A Quantitative Study of Microloan Borrowers in Cambodia’s Kampong Speu Province (Phnom Penh, Cambodia,

2023), https://www.licadho-cambodia.org/reports/files/242Debt_Threats_MFI_Report_2023_EN.pdf (accessed February 26,
2025). Land titles are almost always required for MFl loans, ... more than 92% of respondents had to provide at least one
land title as collateral to access a microloan.... This aligns with the annual reports of several of Cambodia’s largest lenders,
which reveal loan portfolios that are more than 95% collateralized.” See ACLEDA Bank, Annual Report 2022, 136—

137, https://www.acledabank.com.kh/kh/assets/pdf_zip/ACLEDA-AR2022-SERC-Eng.pdf (accessed February 26,

2025); PRASAC Microfinance Institution Plc., Financial Statements for the Year Ended 31 December 2021 and Report of the
Independent Auditors, pp. 82-83, https://www.kbprasacbank.com.kh/wp-content/uploads/2023/12/PRASAC_Audited-
Financial-Statements-31-Dec-2021_EN.pdf (accessed February 26, 2025).
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months, and then a single, large principal repayment, roughly aligned to when the

borrowers’ harvest is expected.

Although microcredit benefits some borrowers, microcredit is not universally regarded as
beneficial. A 2020 study that examined systematic reviews of financial inclusion programs
in low and middle-income countries found that financial inclusion programs (of which
microloans are one part) that seek to increase access to financial services for “poor” and
“low-income” households have had small and variable impacts.” Research indicates that
loans to people living in poverty do not necessarily result in increased income, reduction in
poverty, orimprovement in well-being, as has often been claimed by proponents of
microfinance, including UN agencies and investors in MFls.8 In 2022, Yunus himself
criticized development banks for driving a “personal profit-making version” of microcredit,
saying the concept was “abused by some and turned into profit-making enterprises for

owners of microcredit institutions.”9

Cambodia has adopted laws and policies to regulate MFls, but they have proven
inadequate: implementation and enforcement of these laws have been largely ineffectual
at reducing over-indebtedness and land dispossession, particularly among Indigenous
communities. ® There is an urgent need for more meaningful regulatory oversight and
support mechanisms accessible to borrowers. In a letter to Human Rights Watch, the
National Bank of Cambodia cited a range of laws and regulations intended to promote
transparency, responsible lending, and consumer protection but did not identify any cases

in which it had enforced penalties or sanctions on financial institutions for violations.

Although Cambodia has a 2019 law on consumer protection that prohibits business

operators from engaging in “unfair act[s]” that “may be misleading or deceptive” and

7 Maren Duvendack and Philip Mader, “Impact of Financial Inclusion in Low- and Middle-Income Countries: A Systematic
Review of Reviews,” /nternational Development, Methodss, 2020, https://www.3ieimpact.org/sites/default/files/2019-
11/RORMF-SR-brief.pdf (accessed February 26, 2025).

8 David Hulme and Mathilde Maitrot, “Has Microfinance Lost Its Moral Compass?” Brooks World Poverty Institute Working
Paper, no. 205, 2014, http://dx.doi.org/10.2139/ssrn.2560331 (accessed February 26, 2025).

9 “Microfinance Banks Profit Off Developing World,” Bloomberg, 2022, https://www.bloomberg.com/graphics/2022-
microfinance-banks-profit-off-developing-world/ (accessed February 26, 2025).

10 please see section VIIl on Domestic and International Standards Applicable to Indigenous Peoples and Microfinance in
Cambodia.

11 National Bank of Cambodia (NBC) letter to Human Rights Watch, July 11, 2025.
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requires them to “disclose a minimum of information to consumers in accordance with the

information standard” set by regulators, it expressly excludes microfinance activities.

Privatization and Rapid Growth of MFls in Cambodia

The nine largest MFls and microloan providers in Cambodia that dominate more than 85
percent of the country's microloan market all began as non-profit organizations backed by
international donors more than three decades ago. For example, Amret was established by
the French NGO GRET in 1991.13 ACLEDA, now one of Cambodia’s largest commercial banks
and a large microloan provider, was created as a non-profit in 1993 out of a development
project originally led by the UN Development Program and ILO. In the ensuing years,
PRASAC (now KB PRASAC) was established as a European Union-funded development
project.’s AMK was started by Concern Worldwide.*¢ Canadian Organization for Solidary
and Development (OCSD) and Oxfam Quebec set up Hattha Kaksekar (now Hattha Bank).
World Relief US started Kredit (now Phillip Bank).® World Vision created VisionFund (now
Woori).® Catholic Relief Services started Thaneakea Phum (now LOLC (Cambodia)).2° The

12 The does not cover microfinance because it only applies to services defined as such: “Service: means any act of supplying
a service to a consumer with or without consideration except for non-banking financial services.” Royal Government of
Cambodia, Law on Consumer Protection, NS/RKM/1119/017, November 2, 2019,
https://data.opendevelopmentcambodia.net/en/dataset/de27171e-bbds-43ca-beo4-46dodso2ae43/resource/b8408190-
9b84-4do6-ac64-18acfecdbes3/download/royal-code_law-on-consumer-protection_20191102_en.pdf (accessed August 14,
2025).

13 Amret Microfinance Institution “4bout Amret,”, https://www.amret.com.kh/en/about-amret (accessed February 26, 2025).
To our knowledge, GRET is no longer involved in the operations of Amret.

14 ACLEDA Bank Plc., “History, ”https:/ /[www.acledabank.com.kh/kh/eng/ff_history (accessed February 26, 2025). To our
knowledge, the UNDP and ILO are no longer involved in the operations of ACLEDA.

15 PRASAC Microfinance Institution Plc., “History, ”https://www.kbprasacbank.com.kh/en/bank-overview/history/ (accessed
February 26, 2025). To our knowledge, the EU no longer funds PRADAC, now KB PRASAC. as a development project.

16 AMK Microfinance Institution Plc., “Milestones, ”https://www.amkcambodia.com/en/about-amk/milestones/ (accessed
February 26, 2025). To our knowledge, Concern Worldwide is no longer involved in the operations of AMK.

17 Hattha Bank Plc., “Bank Profile, ” https:/ /[www.hatthabank.com/page/bank-profile (accessed February 26, 2025). To our
knowledge, OXFAM is no longer involved in the operations of Hattha.

18 Asia Euro University, “Post Detail,”, https://aeu.edu.kh/site/postdetail/122 (accessed February 26, 2025). To our
knowledge, World Relief is no longer involved in the operations of Phillip Bank.

19 “Partner: AMK Cambodia, ” Kiva, https://www.kiva.org/about/where-kiva-works/partners/204 (accessed February 26,
2025). To our knowledge, World Vision is no longer involved in the operations of Woori.

20| QLC (Cambodia) Plc., “An Overview, ”https://www.lolc.com.kh/en/an-overview-en (accessed February 26, 2025). To our
knowledge, Catholic Relief Services is no longer involved in the operations of LOLC Cambodia.
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US Agency for International Development (USAID) along with World Relief were initial

backers of Cambodia Community Building (how Sathapana).z

Overtime, all of these institutions became for-profit private lenders, and their ownership
structures have changed. MFls and foreign financial investments in what started out as
small non-profits created pressure to prioritize investment returns for shareholders and
creditors. By 2024, the value of microloan debt in Cambodia had more than doubled in five
years, with the country’s 3.8 million households holding more than 3.1 million microloans

worth more than US$18 billion.2?

These institutions, and their foreign investors, have driven the rapid growth of Cambodia’s
microfinance sector over the past three decades. For example, in 2017 the Sri Lankan
conglomerate LOLC, founded and controlled by one of Sri Lanka's wealthiest individuals,23
purchased a majority stake in Prasac. Some of those shares were bought from European
development banks, including BIO, the state bank of Belgium, and FMO, the Dutch

entrepreneurial development bank.24

After the purchase, Prasac began to expand its loan portfolio.2s In 2021, LOLC sold the MFI
for more than $1 billion to KB Financial Group, a Korean financial services giant. In 2023,
Prasac become a commercial bank, KB Prasac Bank Plc., and is now the country’s largest

microloan provider, holding more than $5 billion in loans across Cambodia.2

21 Margaret Bartel and Heather Clark, World Relief Corporation’s Cambodia Gateway Il Institutional Assessment Report
(Washington, D.C.: U.S. Agency for International Development, 1997), https://pdf.usaid.gov/pdf_docs/PNACB282.PDF
(accessed February 26, 2025). European Microfinance Week, “Exiting Responsibly: The Case of Sathapana,”

2014, https://www.european-microfinance-week.eu/2014/PROGRAMME-SESSIONS/Exiting-responsibly-the-case-of-
Sathapana (accessed February 26, 2025). To our knowledge, USAID and World Relief are no longer involved in the operations
of Sathapana.

22 Non-public, internal, MFI sector document compiled quarterly by the Cambodian Microfinance Association, on file with
Human Rights Watch.

23 Nisthar Cassim, “Ishara Shuns ‘Richest Man’ Tag; Says ‘Accolade, but Not Goal’,” Da/ly FT, January 8,

2020, https://www.ft.lk/top-story/Ishara-shuns--richest-man--tag--says--accolade--but-not-goal-/26-693278 (accessed
February 26, 2025).

24 “BEA Partners with LOLC to Acquire Shares in Cambodia’s PRASAC Microfinance,”LOLC

Finance, https://www.lolcfinance.com/news-and-events/bea-partners-with-lolc-to-acquire-shares-in-cambodiaaes-prasac-
microfinance/ (accessed March 23, 2025).

25 Milford Bateman and Ha-Joon Chang, “Microfinance and the Illusion of Development: From Hubris to Nemesis in Thirty
Years,” World Economic Review1 (2012): 13—36, https://onlinelibrary.wiley.com/doi/full/10.1111/dech.12778 (accessed
February 26, 2025).

26 KB PRASAC Bank Plc., “Official Grand Opening of a New Commercial Bank ‘KB PRASAC Bank Plc.””Phnom Penh, Cambodia,
February 26, 2024, https://www.kbprasacbank.com.kh/en/media/news/official-grand-opening-of-kbprasac-

bank/ (accessed February 26, 2025).
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While some foreign state development banks have sold shares and reduced investments in
recent years, many remain involved in Cambodia’s MFI sector, whether through direct

investments in individual institutions or indirectly through microfinance funds.

Foreign state development banks with active or recently exited investments in Cambodian
MFIs mentioned in this report include FMO, the Dutch Entrepreneurial Development Bank;
DFC, the US development finance institution formerly known as OPIC; Norfund, the
Norwegian Investment Fund for Developing Countries; Finnfund, the Finnish development
financier and impact investor; Bll, the UK government's development finance institution;
KfW, the German state-owned investment and development bank; DEG, a German
development finance institution that is part of the KfW Group; BIO, the Belgian Investment
Company for Developing countries; Swedfund, the development finance institution of the
Swedish government; and Proparco, the development finance institution partly owned by

the French Development Agency.28

These institutions are among the largest and most influential foreign state development
banks in the world.2® In addition, development financial institutions have invested in and

27 Among these funds are MEF (Microfinance Enhancement Facility Fund), MIFA (the Microfinance Initiative for Asia), Blue
Orchard (a global impact investor), Triodos (a global impact investor), and KBFG (a South Korea holding company based in
South Korea providing financial services). These funds accept investment from variety of state and private investors.

28 Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden N.V. (FMO), Dutch Entrepreneurial Development
Bank, https://www.fmo.nl/ (accessed August 28, 2025); U.S. International Development Finance Corporation (DFC), formerly
Overseas Private Investment Corporation (OPIC), https://www.dfc.gov/ (accessed August 28, 2025); Norfund, Norwegian
Investment Fund for Developing Countries, https://www.norfund.no (accessed August 28, 2025); Finnfund, Finnish Fund for
Industrial Cooperation Ltd., https://www.finnfund.fi (accessed August 28, 2025); British International Investment (BIl), UK
government’s development finance institution, https://www.bii.co.uk/ (accessed August 28, 2025); Kreditanstalt fiir
Wiederaufbau (KfW), German state-owned investment and development bank, https://www.kfw.de/ (accessed August 28,
2025); Deutsche Investitions- und Entwicklungsgesellschaft mbH (DEG), member of the KfW

Group, https://www.deginvest.de (accessed August 28, 2025); Belgian Investment Company for Developing Countries
(BI0), https://www.bio-invest.be/ (accessed August 28, 2025); Swedfund International AB, Swedish government’s
development finance institution, https://www.swedfund.se/ (accessed August 28, 2025); Proparco, Groupe Agence
Frangaise de Développement (AFD), https://www.proparco.fr/ (accessed August 28, 2025).

29 Germany’s Kreditanstalt fiir Wiederaufbau (KfW) held approximately EUR 542 billion in total assets as of March 2025,
making it one of the largest development banks in the world; see Scope Group, “Scope affirms KfW’s AAA/Stable rating,”
March 31, 2025, https://www.scopegroup.com/ScopeGroupApi/api/analysis?id=asf7ebcb-6cd7-4711-a547-aeaz515b1foy
(accessed August 28, 2025). The Netherlands’ FMO ranked number 1 in blended financial services deals by commitment from
2018-2023; see FMO, “Blended Finance,” https://www.fmo.nl/blended-finance (accessed August 28, 2025). British
International Investment (BIl), FMO, and Norfund collectively mobilize about USD 5.2 billion annually into emerging
economies; see Reuters, “How Development Banks Can Unlock Private Capital the World Needs to Meet Net Zero Goals,”
November 12, 2024, https://www.reuters.com/sustainability/comment-how-development-banks-can-unlock-private-capital-
world-needs-meet-net-2024-11-12 (accessed August 28, 2025).
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profited from Cambodia's microfinance sector through sales of and collection of interest

payments.3°

Loan Portfolio Quality, Loan Juggling, and Concealed Harms

The involvement of private and foreign state-owned investors intensified Cambodian MFIs’
reliance on performance indicators from commercial banking. In particular, the percentage
of “non-performing loans” (NPLs), usually categorized as loans on which borrowers are
typically 9o days late on repayment,3: became the most important indicator of an MFl's

loan portfolio quality, and therefore its ability to attract further investment.32

Figures from the National Bank of Cambodia show the NPL rate in Cambodia began slowly
increasing during the Covid-19 crisis of 2020-2022, 33 then nearly tripled between 2022
and 2023.34 The relatively low non-repayment rate among Cambodian borrowers did not
mean that they were not struggling, however, as years of reporting indicates that

repayments were being made in other ways, including by taking out informal loans.

39 Although exact profits are not available for the MFI’s mentioned — the sale of some of the MFI’s listed show how much
profits are made through the sale of these institutions. Cambodia Investment Review, “Taiwanese Bank SinoPac Finalizes
$550M Deal to Acquire 80% Stake in Cambodia’s Amret,”)anuary 15,

2025, https://cambodiainvestmentreview.com/2025/01/15/taiwanese-bank-sinopac-finalizes-s5om-deal-to-acquire-8o-
stake-in-cambodias-amret/ (accessed May 8, 2025). Sinpac bought 80% of Amret for $550 million USD in January 2025. FMO
— Dutch Entrepreneurial Development Bank, “Amret Sale Finalized, FMO Remains Shareholder for Two More Years,” January
15, 2025, https://www.fmo.nl/news-detail/50344de7-18f2-4da1-9379-d1302d19dae6 /amret-sale-finalized-fmo-remains-
shareholder-for-two-more-years (accessed May 8, 2025). FMO sold 10% of it’s shares in Amret — based on the SinoPac sale
value, a 10% stake would be worth over 50 million USD.

31 International Monetary Fund (IMF), Financial Soundness Indicators: Compilation Guide, March 14, 2006, p.

4., https://www.imf.org/external/pubs/ft/bop/2005/05-29.pdf (accessed on August 11, 2025).

32 Nathan Green, “The Underside of Microfinance: Performance Indicators and Informal Debt in Cambodia,” Development
and Change s4, no. 1 (2023): 61-86, https://doi.org/10.1111/dech.12778 (accessed on August 11, 2025).

33 “Cambodia’s NPLs Soar to 6.5% in 2023 on Lingering COVID and Global Uncertainties,” Khmer Times, February 15,
2024, https://www.khmertimeskh.com/501436206/cambodias-npls-soar-to-6-5-in-2023-on-lingering-covid-and-global-
uncertainties/ (accessed March 23, 2025).

34 Lida No, “Understanding Non-Performing Loan” (Phnom Penh: Credit Guarantee Corporation of Cambodia, 2024), p.
1, https://www.cgcc.com.kh/wp-content/uploads/2024/06/Understanding-NPL.pdf (accessed February 26, 2025).

As one report noted, "in spite of a world record level of over-indebtedness, the non-performing loan (NPL) rate remains
extremely low in Cambodia" Milford Bateman, “Microcredit in Cambodia: Why Is There So Much Support for a Failed Poverty
Reduction Model?” ISEAS Perspective 2020/134 (2020), p. 5, https://www.iseas.edu.sg/articles-commentaries/iseas-
perspective/2020-134-microcredit-in-cambodia-why-is-there-so-much-support-for-a-failed-poverty-reduction-model-by-
milford-bateman/ (accessed February 26, 2025).
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Cambodian MFIs could achieve a low NPL rate because borrowers have relied on informal
moneylenders to repay their formal MFI loans, while spiraling further into debt.35 Although
part of the rationale for a regulated, formal microfinance sector is that it would replace the
informal, and often more expensive, system of private moneylenders, in Cambodia
informal loans have continued to play a crucial role in propping up the formal MFI sector.3¢
The result is “a system that both hides and exacerbates ways that borrowers engage in

loan juggling.”s7

In a 2023 report, the Cambodian League for the Promotion and Defense of Human Rights
(LICADHO), a Cambodian human rights NGO that has published five reports on harms in
Cambodia’s microfinance sector, found that MFls regularly avoid banking regulations
intended to prevent using one MFI loan to pay off another MFI loan, which would be an
illegal practice based on Cambodian regulations.38 By having borrowers juggle their loans
through informal lenders, MFls could bypass existing credit monitoring systems. Borrowers
will borrow from an informal lender to repay one MFl and then borrow from a second MFI to
repay the informal lender—thus completing one “cycle,” while increasing their overall loan
burden and risk of over-indebtedness.39 The practice of cycling loans in Cambodia has its
own Khmer expression, “bangvil luy,” or cycling money.4°

35 W. Nathan Green, Theavy Chhom, Reach Mony, and Jennifer Estes, “The Underside of Microfinance: Performance Indicators
and Informal Debt in Cambodia,” Development and Change, vol. 54, no. 4 (June 13, 2023) pp. 780-803,
https://doi.org/10.1111/dech.12745 (accessed on June 16, 2025).

36 Consultative Group to Assist the Poor (CGAP), Annual Report 2010, p. 3,
https://documentsi.worldbank.org/curated/en/572451468160525628/pdf/633370AR0CGAPo00B0Xx0361513BoPUBLICO.pdf
(accessed February 26, 2025).

37 Bateman and Chang, “Microfinance and the Illusion of Development,” World Economic Review1 (2012) pp. 13—

36, https://onlinelibrary.wiley.com/doi/full/10.1111/dech.12778 (accessed February 26, 2025).

38 Cambodian League for the Promotion and Defense of Human Rights (LICADHO) and Equitable Cambodia, “Debt Threats: A
Quantitative Study of Microloan Borrowers in Cambodia's Kampong Speu

Province”(2023), https://www.mficambodia.com/reports/Report-DebtThreats-2023-en.pdf (accessed February 27, 2025).
National Bank of Cambodia, Prakas on Credit Risk Grading and Impairment Provisioning, Prakas No. B7-017-344, December 1,
2017, pp. 10-11, articles 34-35,
https://www.nbc.gov.kh/download_files/legislation/prakas_eng/1.Prakas_on_Credit_Risk_Grading_and_lmpairment_Provi
sioning_ENG.pdf (accessed May 8, 2025).

39 W. Nathan Green and Maryann Bylander, “The Exclusionary Power of Microfinance,” Sociology of Developmentz, no. 2,
2023, pp. 202—224, https://online.ucpress.edu/socdev/article-abstract/7/2/202/117607/The-Exclusionary-Power-of-
MicrofinanceOver (accessed February 26, 2025).

40 Phasy Res, Microfinance in Times of COVID-19: Consumer Protection and the Loan Restructuring Process in Cambodia,
Center for Khmer Studies, June 2021, https://khmerstudies.org/wp-content/uploads/2021/07/Microfinance-in-times-of-
Covid-19-EN.pdf (accessed February 26, 2025).
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Predatory Lending, Over-indebtedness, and Interest Rates

Although not defined in international law, the term “predatory lending” has been used in
different contexts to describe a set of practices that extend credit and collect payments
through unfair, deceptive, or abusive means. Predatory lending can also include a
disregard for a borrower’s ability to repay, typically for the primary purpose of maximizing
lender profit, rather than ensuring borrower financial stability, often leading to further
borrower financial hardship and high levels of debt.

Core elements of predatory lending in Cambodia include loans with interest rates, fees, or
terms that are not consistent with local regulations or justified by the borrower’s income
stability and debt-to-income ratio; practices that mislead borrowers about the true cost or
nature of the loan; a focus on vulnerable populations that include individuals who may have
limited financial literacy, low income, or face uniquely severe negative consequences should
they become over-indebted; utilization of land as collateral without informed consent, often
resulting in land dispossession; issuance of loans without adequately assessing the
borrower’s ability to repay, including encouraging repeat refinancing cycles that increase
borrower indebtedness; aggressive marketing through high-pressure tactics to lure
borrowers into decisions without fully understanding loan terms; and aggressive debt
collection practices, including harassment, misrepresentation of consequences, threats, or
third-party pressure to intimidate borrowers into making payments that often lead to further

financial hardship.

Over-indebtedness is a subjective, often self-reported experience. One academic study on
over-indebtedness in Cambodia defines it as a situation in which borrowers “struggle to
repay loans to the point that they are frequently making unacceptable sacrifices to repay
their loans that affect their household living standards.”«

The Cambodian government has taken some measures to address predatory lending. In

2017, the National Bank of Cambodia imposed an interest rate cap of 18 percent annually

“1Dannet Liv, Study on the Drivers of Over-Indebtedness of Microfinance Borrowers in Cambodia: An In-Depth Investigation
of Saturated Areas, Phnom Penh: Cambodia Institute of Development Study, March 2013, p. 70,

https://www.maanaveeya.org/l/library/download/urn%3Auuid%3A2982b1e3-2166-4461-b568-457f968427a3/over-
indebtedness-in-cambodia-full-report.pdf (accessed on August 11, 2025).

DEBT TRAPS 28



for the microfinance sector.42 Before the rate cap, MFIs offered interest rates of between 20
percent and 30 percent per annum. However, non-interest fees like commissions charged
on new loans tripled following the introduction of this rate cap, according to a report by the

International Monetary Fund.s3

Although nominal interest rates seemed to align with the interest rate cap by 2018, the
effective interest rates (EIR)—which includes fees, timing of payments, and product
restructuring—often resulted in much higher actual interest paid by borrowers. In loan
documents reviewed by Human Rights Watch, EIRs were found to be as high as 22 percent.
In 2020, LICADHO and Equitable Cambodia publicly called for MFls to “[s]top the use of up-
front fees that result in effective interest rates exceeding the 18 percent annual cap

instituted by the National Bank of Cambodia in March 2017.”4

Continued Inaction Amid a Growing Crisis

The financial sector itself began responding to signs of over-indebtedness over the past
decade.s

In 2017, Cambodia was identified as the country with the most microfinance debt per
borrower in the world.4¢ That year, roughly 2 million Cambodians held $8 billion in
microloan debt; The World Bank’s Microfinance and Household Welfare report of January
2019 found that in Cambodia, “Over the past five years, the average loan size increased
more than ten-fold, as did the share of loans for consumption needs and the portfolio-at-

42 “MFis Increasing Fees After 2017 Rate Cap: IMF,” Khmer Times, May 17, 2021,
https://www.khmertimeskh.com/50859581/mfis-increasing-fees-after-2017-rate-cap-imf/ (accessed February 26, 2025).

43 Dyna Heng, Serey Chea, and Bomakara Heng, “/mpacts of Interest Rate Cap on Financial Inclusion in Cambodia,” IMF
Working Paperno. 2021/107, April 29, 2021, https://www.imf.org/en/Publications/WP/Issues/2021/04/29/Impacts-of-
Interest-Rate-Cap-on-Financial-Inclusion-in-Cambodia-50349 (accessed February 26, 2025).

44 LICADHO, “Civil Society Groups Urge Action to Protect Indigenous Land from Microfinance-Related Land Loss,” May 4,
2021, https://www.licadho-cambodia.org/pressrelease.php?perm=454 (accessed May 8, 2025). UN guidelines for consumer
protection also state that “Businesses should provide complete, accurate and not misleading information regarding the
goods and services, terms, conditions, applicable fees and final costs to enable consumers to take informed decisions.”
United Nations Conference on Trade and Development (UNCTAD), Manual on Consumer Protection, 2017, p.

9, https://unctad.org/system/files/official-document/ditccplpmisc2016d1_en.pdf (accessed May 8, 2025).

45 National Bank of Cambodia, Financial Stability Review 2019, Phnom Penh: National Bank of Cambodia, April 22, 2019,
https://www.nbc.org.kh/download_files/publication/annual_rep_eng/FSR-for-publication-final-22Apr2019.pdf (accessed
February 26, 2025).

46 Convergences, Microfinance Barometer 2018, p. 2, https://www.convergences.org/wp-content/uploads/2023/02/BMF-
2018_EN.pdf (accessed on July 7, 2025).
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risk.47 These trends are due to a combination of the low penetration of financial

instruments, deteriorating lending practices, and low financial literacy.”8

The UN independent expert on the effects of foreign debt in his January 2020 report on
private debt and human rights stated that, “There have been many cases of over lending
and over borrowing that led to microfinance crises in countries such as ... Cambodia.”# In
his 2022 report on Cambodia, the UN secretary-general stated that microfinance lending

has heightened the vulnerabilities of already vulnerable populations.s°

An external report in March 2020 by the Microfinance Index of Market Outreach and
Saturation (MIMOSA), based on data provided by the IFC, found that Cambodia’s rate of
credit saturation was the highest among the 11 countries it studied. It noted that client
protection in Cambodia is “uneven,” and there are “no clear [government policies]

regarding aggressive sales and debt collection practices.”st

In 2022, a German government-funded study found more than 160,000 Cambodian

households had sold land to repay microloan debts over the last five years.52 In response
to a parliamentary inquiry raising both the German-funded study and other reporting from
local groups, the German federal government said in April 2024 that, “Until further notice,

47 |bid.

48 Obert Pimhidzai et al., “Microfinance and Household Welfare,” Cambodia Policy Note, February
2019, https://documentsi.worldbank.org/curated/en/144661552916327946/pdf/128266-REVISED-WP-PUBLIC-Nota-MFI-
web.pdf (accessed February 26, 2025).

49 Juan Pablo Bohoslavsky, “Private Debt and Human Rights,”Report of the Independent Expert on the Effects of Foreign
Debt and Other Related International Financial Obligations of States on the Full Enjoyment of Human Rights, UN Human
Rights Council, 43rd Session, Agenda item 3, A/HRC/43/45, January 2020, https://undocs.org/A/HRC/43/45 (accessed
February 26, 2025).

50 United Nations Secretary-General, “Adnnual Report of the Office of the United Nations High Commissioner for Human
Rights: Role and Achievements in Assisting the Government and People of Cambodia in the Promotion and Protection of
Human Rights,”Report to the Human Rights Council, Fifty-first session, Agenda item 3, A/HRC/51/63, August 17, 2022, para.
42, https://undocs.org/A/HRC/51/63 (accessed February 26, 2025).

51 Microfinance Index of Market Outreach and Saturation (MIMOSA), Cambodia Market Analysis Report, March 2020, on file
with Human Rights Watch. Human Rights Watch, “World Bank: Investigate Cambodia’s Micro-Loans,”news release,
December 14, 2020, https://www.hrw.org/news/2020/12/14/world-bank-investigate-cambodias-micro-loans, citing
MIMOSA, Cambodia Market Analysis Report, March 2020.

52 Frank Bliss, “Microfinance in Cambodia: Development, Challenges and Recommendations,” AVE Study 30/2022, Institute
for Development and Peace (INEF), University of Duisburg-Essen, 2022, https://www.uni-
due.de/imperia/md/content/inef/bliss_2022_micro_finance_in_cambodia_ave3ob_online.pdf (accessed February 26,
2025).
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the German government will not be financing any new measures in the Cambodian

microfinance sector.”s3

In its response to questions from Human Rights Watch, the German state-owned
investment and development bank KfW said its investments in the Cambodian
microfinance sector are an “expiring portfolio” with no new funding planned.54 DEG, a
German development finance institution that is part of the KFW Group, confirmed in its
response that it has not made any new financial commitments in Cambodia since the end
of 2020 and emphasized that it has "no plans to provide further financing" in the
Cambodian microfinance sector.5s Both funders mentioned the 2022 study, with DEG
acknowledging the German federal government’s April 2024 statement not to finance new
measures in the sector “until further notice” due to risks of over-indebtedness and land
dispossession, and KfW noting that competition among Cambodian financial service

providers may “lead to irresponsible lending practices.”s¢

In replies to Human Rights Watch, several other state development banks and funds
acknowledged current or past investments in Cambodian microfinance institutions.
Some—including FMO, Swedfund, and Proparco—stated that they had reduced or
suspended new investments in Cambodia in recent years.5? These state development
banks emphasized their alignment with international standards such as the UN Guiding
Principles on Business and Human Rights and the IFC Performance Standards and
described internal social and environmental due diligence systems. Some—including
Norfund, DEG, FMO, and Proparco—noted their use of third-party certification and
grievance mechanisms such as whistleblowing channels, as well as efforts with

Cambodian institutions such as the NBC.58

53 Deutscher Bundestag, “Berichte iiber Menschenrechtsverletzungen und Selbsttétungen durch Uberschuldung: Mogliche
Folgen der Mikrofinanzierung in Kambodscha, ” Drucksache 20/12345, Ausschuss fiir Menschenrechte und humanitére Hilfe,
March 15, 2023, https://dip.bundestag.de/drucksache/berichte-%C3%BCber-menschenrechtsverletzungen-und-
selbstt%C3%B6tungen-durch-%C3%BCherschuldung-m%(C3%Bégliche-folgen/273496 (accessed February 26, 2025).

54 Kreditanstalt fiir Wiederaufbau (KfW) letter to Human Rights Watch, July 8, 2025.
55 Deutsche Investitions- und Entwicklungsgesellschaft (DEG) letter to Human Rights Watch, July 18, 2025.
56 KfW letter to Human Rights Watch, July 8, 2025. Ibid.

57 Netherlands Development Finance Company (FMO), Swedfund, and Proparco letters to Human Rights Watch, on July 18,
July 8, and July 11, 2025, respectively.
58 Norfund, DEG, FMO, and Proparco letters to Human Rights Watch, July 7, July 18, July 8, and July 11, 2025, respectively.
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However, to date, no international investor has systematically provided remedies for land
sales and other harms experienced by Cambodian borrowers. Even as some investors have
sought to reduce their exposure or divest entirely from Cambodia’s MFI sector, they remain
responsible for harms they contributed to while they were involved. Remedies should extend
beyond current actors to include investors and shareholders who profited from predatory

lending in the sector and have since exited without addressing their legacy of harms.

The Sector's Response: Voluntary Measures and Industry Certifications

Despite mounting evidence of over-indebtedness and related harms due to predatory
lending, the Cambodian government has largely failed to enforce applicable laws. Instead,
Cambodian MFIs and their financial backers have relied heavily on ineffective self-
regulation. In response to Human Rights Watch questions about how they address such
issues, representatives of these institutions often referred in their replies that they adhere

to Cambodian law and participate in certification schemes.

The global microfinance industry has adopted the same approach as other sectors that
have come under public pressure following reports that implicated them in human rights
abuses: voluntary codes of conduct and certifications by third parties to assess
compliance against such codes. Such processes too often are plagued by conflicts of
interest, loopholes, and other problems that render them inadequate tools for ensuring

respect for human rights standards.5®

Standard-setting for the microfinance industry is spearheaded by Cerise+SPTF, a
membership organization that is made up primarily of microfinance investors, state
development banks, and MFIs from across the world, including some from Cambodia.é°
Cerise+SPTF has developed eight “Client Protection Principles” against which third-party
auditors certify adherence of entities issuing microloans.é While Cerise+SPTF does not
certify MFls itself, it provides a directory of MFIs and shows grades and ratings

59 Human Rights Watch, Obsessed with Audit Tools, Missing the Goal: Why Social Audits Can’t Fix Labor Rights Abuses in
Global Supply Chains, November 15, 2022, https://www.hrw.org/report/2022/11/15/0bsessed-audit-tools-missing-
goal/why-social-audits-cant-fix-labor-rights-abuses#3103 (accessed on August 11, 2025).

60 Cerise+SPTF, “Current Members,” https://cerise-sptf.org/current-members-2/ (accessed August 28, 2025).

61 Cerise+SPTF, “Client Protection Pathway — The 8 Principles,” https://cerise-sptf.org/client-protection-pathway (accessed
August 28, 2025). The eight Client Protection Principles are: (1) appropriate product design and delivery; (2) prevention of
over-indebtedness; (3) transparency; (4) responsible pricing; (5) fair and respectful treatment of clients; (6) privacy of client
data; (7) mechanisms for complaint resolution; and (8) governance and human resources.
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certifications that they have received from third-party auditors who have completed
Cerise+SPTF trainings and conducted assessments of whether MFls have adhered to the

Client Protection Principles.s2

In their reply to Human Rights Watch, Cerise+SPTF clarified that “Cerise+SPTF does not
provide certifications. Our role is to serve as standard setters—we maintain the Client

Protection Standards.”63

However, Cerise+SPTF’s website carries a significant disclaimer: “Please note that
Cerise+SPTF has not investigated or confirmed compliance by the third-parties with the
Guidelines and Client Protection framewaork, nor does it recommend, endorse or make any
representations regarding any third-party.”¢4 In effect, Cerise+SPTF plays no role in
verifying institutional compliance, nor does it monitor how CPP-certified entities actually
treat borrowers in practice. In their reply to Human Rights Watch, Cerise+SPTF said that
“While we cannot compel behaviour, we actively support client protection efforts in
Cambodia through governance training, client empowerment initiatives, and work with

regulators and industry bodies.”¢s

Cerise+SPTF claims that this standard-setting provides protection to vulnerable borrowers,
even though it cannot enforce its standards. For example, in response to a 2022
Bloomberg investigation that documented predatory practices of MFls in several countries,
including in Cambodia, Cerise+SPTF released a statement claiming that their standards
serve as a "safeguard against such practices," and that Cambodia "provides a timely

example of SPTF's work."6é

When asked by Human Rights Watch if there are there any instances in which Cerise+SPTF
publicly revised the published rating of a Cambodian MFI or any microfinance lending
institution following substantiated abuses, their response stated:

62 Cerise goes so far as to clarify on its website that “Cerise+SPTF has not investigated or confirmed compliance by the third-
parties with the Guidelines and Client Protection framework, nor does it recommend, endorse, or make any representations
regarding any third-party.” https://cerise-sptf.org/third-party-validation/.

63 Cerise+SPTF letter to Human Rights Watch, August 25, 2025.

64 Cerise+SPTF, “Third-Party Validation,” Cerise+SPTF, undated, https://cerise-sptf.org/third-party-validation/ (accessed on
September 3, 2025).

65 Cerise+SPTF letter to Human Rights Watch, August 25, 2025.
66 Cerise+SPTF, “Letter to Bloomberg,” https://cerise-sptf.org/bloomberg-letter/ (accessed August 28, 2025).
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Cerise+SPTF does not issue or revise ratings; these are conducted and
published by independent rating agencies. As such, we do not have the
authority to revise or withdraw a rating. When substantiated concerns arise,
we refer the information to the relevant rating or certifying body for review.
Any decision to revise, suspend, or withdraw a rating lies with that

agency.7

In 2023, 7he Guardiandocumented multiple debt-driven suicides among Cambodian
Indigenous Peoples with loans from MFIs certified as adhering to the standards. 68 In
response, Cerise+SPTF said it could not "force willingness" on MFI partners to comply with
its standards and that: "Ultimately our work is not for those who need it. It is for those who
want it."¢9 Human Rights Watch inquired about subsequent follow-up to 7he Guardian’s
reporting, to which Cerise+SPTF replied:

Cerise+SPTF formally referred the findings to the relevant certifying bodies
and requested that they review the affected certifications. As Cerise+SPTF
does not issue or revoke certifications, decisions regarding downgrades or
suspensions rest solely with the certifiers. In the case of Cambodia, our
team has also visited several sites of concern and documented its own
findings that are regularly shared with the rating agencies. We have also
pushed for more client surveys to be included in the certifications. We have
also emphasized that these surveys need to include a sample of clients
who are currently not repaying their loans, and whose loans have been
restructured and refinanced. This is to check for aggressive sales and

collection practices.?

In 2023, research funded by the Cambodian Microfinance Association (CMA), the industry
body that is made up of MFIs, commercial banks, and rural credit operators in the country,

found that roughly 15 percent of Cambodian borrowers are paying more than 70 percent of

67 Cerise+SPTF letter to Human Rights Watch, August 25, 2025.

68 Fiona Kelliher, “We Lost Our Land’: Cambodia’s Indigenous People Fall Prey to Microfinance Loan Firms,” 7he Guardian,
October 23, 2023, https://www.theguardian.com/global-development/2023/oct/23/cambodia-microfinance-loan-firms-
indigenous-people (accessed August 28, 2025).

69 Cerise+SPTF, “We Can’t Force Willingness,” https://cerise-sptf.org/we-cant-force-willingness/ (accessed August 28,
2025).

70 Cerise+SPTF letter to Human Rights Watch, August 25, 2025.

DEBT TRAPS 34


https://www.theguardian.com/global-development/2023/oct/23/cambodia-microfinance-loan-firms-indigenous-people?utm
https://www.theguardian.com/global-development/2023/oct/23/cambodia-microfinance-loan-firms-indigenous-people?utm
https://cerise-sptf.org/we-cant-force-willingness/?utm

their monthly income toward debt repayments, and 6.4 percent owe above 100 percent of
their monthly income toward debt repayments.7 The 70 percent threshold is set by
Cerise+SPTF itself — yet the Cerise+SPTF website still lists several Cambodian microloan
providers, including Amret, AMK, LOLC (Cambodia), MOHANOKOR, and Sathapana, as

certified under the organization’s client protection principles as of August 2025.72

In correspondence with Human Rights Watch, several state development banks and
Cambodian MFIs cited certification according to the Cerise+SPTF client protection
principles as central to their efforts to address risks of over-indebtedness and harms
related to microloans. They highlighted gold-level certification awarded by Cerise+SPTF as
evidence of responsible financial conduct. Others framed the client protection principles

as core to their own due diligence and oversight.7s

However, Cerise+SPTF's members include the Cambodian Microfinance Association, LOLC
(Cambodia), MOHANOKOR (a local MFl), and FMO, all of whom have a direct interest in
maintaining the profitability of Cambodia's microfinance sector. No borrowers or human

rights organizations are represented within Cerise+SPTF’s structure.74

Cerise+SPTF’s financial model further compromises its independence and oversight
capacity. According to its website, Cerise+SPTF relies heavily on membership fees to
sustain its operations, especially during periods when grant funding is unavailable.?s
Cerise+SPTF acknowledges that the ongoing financial contributions of its members, which

7Y M-CRIL, “An Impact Assessment of Microfinance in Cambodia,” Commission for the Rights of Indigenous Peoples,
November 2023, p. 49, https://commissionsn.gov.kh/efba/wp-
content/uploads/sites/14/2024/09/4_An_impact_assessment_of_microfinance_in_Cambodia_M_CRIL_Final.pdf (accessed
February 28, 2025).

72 For a current list of certified institutions and their ratings and grades, see Cerise+SPTF, “Client Protection Certified
Institutions,” Excel file, available at:
https://1drv.ms/x/c/0138bofddob509f4/EZ4N19UJOLIMnbHTgiwmK64BAPzgMgGoVfSY9pmqiUX4Ag?e=5rRmsb (accessed
on September 3, 2025).

73 From state development banks and other funds: DFC, letter to Human Rights Watch, July 11, 2025; Finnfund, letter to
Human Rights Watch, July 11, 2025; FMO, letter to Human Rights Watch, July 18, 2025; Proparco, letter to Human Rights
Watch, July 11, 2025; MEF, letter to Human Rights Watch, June 20, 2025; Norfund, letter to Human Rights Watch, July 7, 2025;
Swedfund letter to Human Rights Watch, July 8, 2025. From Cambodian MFls: Mohanokor letter to Human Rights Watch, July
14, 2025; Amret letter to Human Rights Watch, August 22, 2025; LOLC letter to Human Rights Watch, July 10, 2025.

74 Cerise+SPTF, “Current Members,” https://cerise-sptf.org/current-members-2/ (accessed August 28, 2025).

75 Cerise+SPTF, “Current Members,” https://cerise-sptf.org/current-members-2/ (accessed on July 22, 2025).
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include Cambodian MFIs and their investors, are critical to its survival and ability to secure

new donor support.7¢

When asked about how it ensures that third party auditors are independent, especially
given that providers pay for audits and third-party certifications, Cerise+SPTF replied that
“While it is standard practice across the industry for providers to cover the cost of their
own assessments, auditors/assessors operate under a code of conduct that requires full
impartiality. We also conduct periodic quality control reviews, including random sampling

of audit reports, to ensure the integrity and independence of the audit process.”77

The Cambodian MFI sector has similarly turned to voluntary measures in response to
allegations of predatory lending and related harms. In 2022, the Banking and Financial
Institutions Code of Conduct was adopted by the Association of Banks in Cambodia (ABC)
and the Cambodian Microfinance Association (CMA). Cerise+SPTF is currently supporting
the “alignment of the ... Code of Conduct with our global Client Protection standards. This

includes the design of a measurement tool.”78

The Code of Conduct aims to “promote effective, reliable, accountable and responsible
banking and financial practices by setting business operation standards for the Banking
and Financial Institutions to follow and execute.”?9 The code also states: “Disciplinary
action shall be taken against those who fail to comply with applicable laws and
regulations according to the level of impact and nature of such misconduct based on

fairness and without discrimination.”8e

However, in its response to Human Rights Watch, the National Bank of Cambodia did not

report any cases in which disciplinary action, sanctions, or penalties were imposed on

76 Public records show that funders include institutions with a vested interest in maintaining the profitability and public
legitimacy of the microfinance sector, such as the Belgian Investment Company for Developing Countries (BIO), which in
2024 awarded €43,000 in technical assistance to Cerise+SPTF. Belgian Investment Company for Developing Countries (BIO),
“SPTF-Cerise,” https://www.bio-invest.be/en/investments/sptf-cerise (accessed on July 24, 2025).

77 Cerise+SPTF letter to Human Rights Watch, August 25, 2025.

78 |bid.

79 Association of Banks in Cambodia (ABC) and Cambodia Microfinance Association (CMA), Code of Conduct, August 2022,
p. 1, https://www.amkcambodia.com/wp-content/uploads/2022/08/Code-of-Conduct-of-CMA-ABC-Eng.pdf (accessed on
August 11, 2025).

80 |hid. p.2.
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member institutions for violating the code of conduct.8: The lack of reported disciplinary
action raises serious concerns about the effectiveness of self-regulation, given widespread
reports of over-indebtedness, aggressive collection tactics, and harm to borrowers. In its
reply to Human Rights Watch, Cerise+SPTF noted that certification alone is not enough: “We
recognize there are risks and cannot verify all practices in every country, which is why we
push the sector—including investors, rating agencies, regulators, and governance bodies—

to stay vigilant and not rely solely on certification.”82

Following a United Nations—National Bank of Cambodia multi-stakeholder policy dialogue
on microfinance—launched in November 2023 and followed by a high-level consultation in
January 2025,83 a new Financial Consumer Centre (FCC) was established under the joint
oversight of the Association of Banks in Cambodia (ABC) and the Cambodia Microfinance
Association (CMA) in July 2025. The FCC is intended to handle and resolve complaints from

consumers of micro-loans.84

Limited information about the FCC was available at the time of writing. Human Rights
Watch wrote to both CMA and ABC about the FCC’s governance, budget, and operational
independence from the microfinance industry, as well as its accessibility to Indigenous
borrowers, including considerations of language, literacy, trust, and protection from

retaliation.

In its replies to Human Rights Watch, ABC noted that it had “initiated [the] establishment
[of] the FCC,” but that it would eventually “function as a separate and independent entity
with its own management and board of directors.” The funding model, however, appears to
rely on contributions from the microfinance industry, initially from “... ABC and CMA and

additionally ... from [its] services operation and development partners.”8s

81 NBC letter to Human Rights Watch, July 11, 2025.

82 Cerise+SPTF letter to Human Rights Watch, August 25, 2025.

83 United Nations in Cambodia, “Financial Inclusion, Not Exploitation: The UN’s Push for Ethical Microfinance,” March 26,
2025, https://cambodia.un.org/en/291612-financial-inclusion-not-exploitation-uns-push-ethical-microfinance (accessed
August 14, 2025).

84 Association of Banks in Cambodia, Facebook post, July 19,

2024, https://www.facebook.com/100078536256682/posts/726874696607066 (accessed on August 15, 2025).

85 ABC letter to Human Rights Watch, August 28, 2025. ABC notes in their letter that “At the later stage ... the main fund
sources will be from its services operation (including complaint resolution fees, other services fees and training fees

etc). The FCC services won’t be charged from clients but fee charge are billed to the Banking and Financial Institutions (BFls)
that used the services at the FCC.”
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It remains unclear how the FCC’s complaint mechanism would differ from prior industry-led
mechanisms to address borrower complaints. All five of the Cambodian MFIs — AMK, Amret,
LOLC, Mohanokor, and Woori — that replied to letters from Human Rights Watch mentioned
having their own grievance processes, including through hotlines, in-branch systems and
digital methods.8 The FCC mechanism will involve a similar range of methods, as described

by ABC in its response to Human Rights Watch.#

Amret provided information on the number of consumer complaints: “In 2024, 17
complaints alleged staff misconduct, with 11 cases verified after investigations, resulting
in disciplinary actions: eight verbal warnings, two written warnings, and one dismissal.”88
ABC responded that between January and May 2025, more than 500 calls have reached
their hotline, explaining that: “[A]bout 60% were queries about advice and/or support;
and, 40% were complaints, of which, more than 95% (> 170 cases) were successfully
solved.”89 NBC reported approximately 69 complaints per month and noted that
Cambodian banks and MFls “are required to submit quarterly complaint reports to NBC.”9°

Often borrowers are deterred from complaining for fear of retaliation. In its initial reply to
Human Rights Watch, Amret explained that it had publicly posted one client’s image
across 150 branches in order to identify the individual who had been featured ina TV
broadcast. Queried about this practice in a follow-up letter from Human Rights Watch,
Amret replied “Our primary objective was to identify customers to address their

grievances.”s

86 AMK, Amret, LOLC, Mohanokor, and Woori letters to Human Rights Watch, July 23, July 8, July 10, July 14, July 17, 2025,
respectively.

87 ABC letter to Human Rights Watch, August 28, 2025.
88 Amret letter to Human Rights Watch, August 22, 2025.
89 ABC letter to Human Rights Watch, August 28, 2025.
99 NBC letter to Human Rights Watch, July 11, 2025.

91 Amret letter to Human Rights Watch, August 22, 2025,
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Il. IFC Performance Standards and Investigation

The International Finance Corporation, the private investment arm of the World Bank
Group, is the primary multilateral development finance institution invested in the
Cambodian microfinance sector. Other multilateral banks, such as the Asian Infrastructure
Investment Bank (AlIB) and Asian Development Bank (ADB), have also invested in and lent
money to Cambodian MFIs.92 However, the IFC has had the largest, longest, and deepest
impact and involvement in the development and trajectory of Cambodia’s microfinance

sector.o3

An early investor and shareholder in the sector, the IFC provided support through technical
assistance, direct investments, and the development of financial infrastructure.?4 In a 2015
report, the IFC had already identified the risks of over-indebtedness, together with a weak
consumer protection framework for financial markets in Cambodia.? The report described
a lack of sector standards, particularly with regard to collection practices, and found some
“lending collection practices that are alleged to be abusive” and “that there are currently

no rules to protect consumers from such aggressive collection activities.”9¢

92 Asian Development Bank (ADB), “Expanding Micro, Small, and Medium-Sized Enterprise Lending Project,” Project
Number: 50292-001, Cambodia, n.d., https://www.adb.org/projects/50292-001/main (accessed February 26, 2025).

93 Compliance Advisor Ombudsman (CAO), Compliance Appraisal of Complaint Regarding IFC’s Exposure to Six Microfinance
Institutions in Cambodia (ACLEDA, Amret, Hattha Bank, Prasac, LOLC, and Sathapana), June 13, 2023, p.11, https://www.cao-
ombudsman.org/sites/default/files/downloads/CAO0%20Compliance%20Appraisal-Cambodia%20Flo4%20-
FINAL-%28For%2o0publication%29-ENG_o.pdf (accessed August 28, 2025), (“In February 2022, CAO received a complaint in
relation to the lending and collection practices of six financial institutions operating in Cambodia: ACLEDA Bank Plc.
(Acleda), Amret Microfinance Institution Plc. (Amret), Hattha Bank Plc. (Hattha Bank), LOLC (Cambodia) Plc. (LOLC), Prasac
Microfinance Institution Plc. (Prasac), and Sathapana Bank Plc. (Sathapana). IFC has direct investments in the first three and
indirect financial exposure to the latter three, through investments in three funds—Microfinance Enhancement Facility S.A.,
SICAV-SIF (MEF), Microfinance Initiative for Asia Debt Fund SA, SICAV-SIF (MIFA), and North Haven Thai Private Equity L.P
(North Haven Thai), as well as a holding company, Advans S.A. (Advans).”)

94 Office of the Compliance Advisor Ombudsman (CAQ), “Compliance Appraisal of Complaint Regarding IFC’s Exposure to Six
Microfinance Institutions in Cambodia (Acleda, Amret, Hattha Bank, Prasac, LOLC, and Sathapana),”)une 13, 2023, p.

6, https://www.cao-ombudsman.org/sites/default/files/downloads/CA0%20Compliance%20Appraisal-
Cambodia%20Fl04%20-FINAL-%28For%2opublication%29-ENG_o.pdf (accessed February 26, 2025).

95 International Finance Corporation (IFC), “Promoting Financial Consumer Protection in Cambodia,”July 2015, pp. 29—

33, https://lib.ncdd.gov.kh/storage/app/public/test_library/CAT_18831_1/2015-
Cambodia+Financial+Consumer+protection-Final.pdf (accessed February 26, 2025).

96 |bid.
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Yet the IFC went on to approve at least 16 separate investments to microloan providers in

Cambodia, totaling more than US$438 million, between 2016 and 2021.97

Previous Human Rights Watch Communications with the IFC
In July 2020, Human Rights Watch highlighted concerns raised by Cambodian

nongovernmental groups about rights abuses in micro-loans.8 The same year, Human
Rights Watch wrote two letters to the IFC relating to coerced land sales and the problem of

over-indebtedness of Cambodian borrowers, exacerbated by Covid-19.99

In its reply on August 28, 2020, the IFC recognized that “there are legitimate concerns
about indebtedness” and “over-indebtedness” in Cambodia’s micro-loan sector. In a
follow-up letter on November 5, 2020, the IFC stated that it had worked with the

Cambodian Microfinance Association (CMA) to issue guidelines to CMA members that

would limit any borrower from having more than three active micro-finance loans.

The IFC’s response also referred to the National Bank of Cambodia’s Financial Consumer
Protection Unit, which introduced a hotline for borrowers. But civil society groups
continued to report that much of the country’s largely rural population either does not
know about or has found ineffective the complaints mechanisms run by the national

government or the micro-loan providers themselves. e

97 Office of the Compliance Advisor Ombudsman (CAOQ), “Compliance Appraisal of Complaint Regarding IFC’s Exposure to Six
Microfinance Institutions in Cambodia (Acleda, Amret, Hattha Bank, Prasac, LOLC, and Sathapana),” June 13, 2023, para.
102.3, p. 6, https://www.cao-ombudsman.org/sites/default/files/downloads/CAO%20Compliance%20Appraisal-
Cambodia%20Fl04%20-FINAL-%28For%2opublication%29-ENG_o.pdf (accessed February 26, 2025). Information on file with
Human Rights Watch. The IFC the has made significant investments in several microfinance institutions in Cambodia. It has
direct investments in Acleda, Amret, and Hattha Bank and indirect financial exposure to Prasac, LOLC, and Sathapana
through investments in the Microfinance Enhancement Facility (MEF), the Microfinance Initiative for Asia Debt Fund (MIFA),
North Haven Thai (a private equity company), and Advans S.A. (Amret’s parent company). In total, 13 IFC projects that support
client lending to micro, small, and medium enterprises (MSMEs) were active when the complaint was filed with CAO.

98 Human Rights Watch, “World Bank: Investigate Cambodia's Micro-Loans,” December 14, 2020,
https://www.hrw.org/news/2020/12/14/world-bank-investigate-cambodias-micro-loans (accessed August 26, 2025).

99 Human Rights Watch, “Letter to IFC on Cambodia,” August 6,

2020, https://www.hrw.org/sites/default/files/media_2020/12/200806%20HRW%20letter%20t0%20IFC%200n%20Camb
odia.pdf (accessed August 26, 2025); “Follow-Up Letter to IFC on Cambodia,” October 15,

2020, https://www.hrw.org/sites/default/files/media_2020/12/201015%20HRW%20letter%20t0%20IFC%200n%20Cambo
dia.pdf (accessed August 26, 2025).

100 | [CADHO and CENTRAL, “Worked to Debt: Over-Indebtedness in Cambodia’s Garment Sector,”)une 30,

2020, https://www.licadho-
cambodia.org/reports/files/230Worked%20t0%20Debt%20)oint%20Briefing%20Paper_ENG_30062020.pdf (accessed
February 26, 2025).
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The IFC also said it was conducting due diligence, through assessments, and monitoring how
lending practices and borrowers’ protection measures are being carried out. However, the

IFC did not specify how it dealt with non-compliance by a client.

NGO Complaint to the Compliance Advisor/Ombudsman

In early 2022, two Cambodian human rights organizations, LICADHO and Equitable
Cambodia, filed a complaint with the IFC's grievance mechanism,* the Compliance
Advisor/Ombudsman (CAOQ), regarding the IFC’s investments in Cambodian microfinance
institutions. The CAO is the IFC's internal monitoring body tasked with assessing

compliance with its own policies and finding resolutions to problems when they arise.

The complaint, filed on behalf of Cambodian borrowers, implicated many of the largest
microlenders in Cambodia: ACLEDA, Amret, Hattha Bank, Prasac, LOLC, and Sathapana, all
of which had received IFC funding.

The IFC’s Sustainability Framework articulates its commitment to sustainable development
and risk management. Eight “Performance Standards” establish guidelines that recipients
of IFC funding are to meet throughout the life of that investment.?2 The IFC Performance
Standards have also been adopted by many other investors, in Cambodia and around the
world, as standards for ethical investment. State development banks and private investors
that have adopted IFC Performance Standards or publicly claim that they use IFC
Performance Standards or align their own standards with the IFC’s include FMO, OPIC/DFC,
Finnfund, Norfund, CDC, KFW, DEG, BIO, Swedfund, Kookmin, Proparco, and Blue Orchard.
Two additional large funds, MEF and MIFA, are both projects established with IFC support
and funds, are a party to the IFC-CAO complaint.zo3

In an appraisal reportissued in June 2023, the CAO concluded that LICADHO and Equitable
Cambodia’s complaint regarding IFC financing of MFls in Cambodia “meets the criteria for a
CAO compliance investigation as there are preliminary indications that IFC may have failed

101 Equitable Cambodia and LICADHO, “/FC Watchdog Accepts Complaint over Microfinance Abuses in Cambodia, LICADHO,
May 3, 2022, https://www.licadho-cambodia.org/pressrelease.php?perm=498 (accessed February 28, 2025).

102 |nternational Finance Corporation (IFC), “Performance Standard 7: Indigenous Peoples,”|anuary 1, 2012, p.
i, https://www.ifc.org/content/dam/ifc/doc/2010/2012-ifc-performance-standard-7-en.pdf (accessed February 26, 2025).

103 International Finance Corporation, “/FC Exclusion List,” 2007, https://www.ifc.org/en/what-we-do/sector-
expertise/sustainability/ifc-exclusion-list-2007 (accessed February 28, 2025).
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to comply with its Environmental and Social (E&S) policies in assessing and supervising
the social impacts of these investments, and that the alleged harm to complainants is

linked to this potential non-compliance.” 04

The CAOQ’s preliminary findings on the IFC’s investments in Cambodian MFIs suggest that
not only the IFC but also state development banks and private investors that have adopted
the IFC Performance Standards or similar ones in their own investments may be falling

short of their commitments. 15

The findings of the CAQ’s full investigation are expected to be released in 2025 and will
focus on whether the IFC’s investments in the six Cambodian financial institutions
complied with IFC’s Sustainability Framework, specifically:
e Performance Standard 1 (PS1): Assessment and Management of Environmental and
Social Risks and Impacts.6
e Performance Standard 7 (PS7): Indigenous peoples, including requirements to
avoid impacts on Indigenous lands and culture and to engage with Indigenous
peoples in a culturally appropriate manner.
e The IFC exclusion list, particularly regarding the obligation to not impinge on the
lands owned, or claimed under adjudication, by Indigenous peoples, without full

documented consent of such peoples.t7

104 Office of the Compliance Advisor Ombudsman (CAO), “Compliance Appraisal of Complaint Regarding IFC’s Exposure to Six
Microfinance Institutions in Cambodia (Acleda, Amret, Hattha Bank, Prasac, LOLC, and Sathapana),” June 13, 2023, p.

6, https://www.cao-ombudsman.org/sites/default/files/downloads/CAO0%20Compliance%20Appraisal-
Cambodia%20Fl04%20-FINAL-%28For%20publication%29-ENG_o.pdf (accessed February 26, 2025).

105 |bid, Section 4c: Preliminary Indications of Non-Compliance with IFC Policies (pp. 25-30); Appendix 1—2: Financial
relationships with MEF, MIFA, Advans, and North Haven Thai (pp. 37-42); Appendix 3: Gaps in compliance with industry good
practice (p. 43).

106 |nternational Finance Corporation (IFC), Performance Standard 1: Assessment and Management of Environmental and
Social Risks and Impacts, January 1, 2012, p. 1-2, https://www.ifc.org/content/dam/ifc/doc/2010/2012-ifc-performance-
standard-1-en.pdf (accessed May 8, 2025). Objectives include: “To identify and evaluate environmental and social risks and
impacts of the project; to adopt a mitigation hierarchy to anticipate and avoid, or where avoidance is not possible, minimize,
and, where residual impacts remain, compensate/offset for risks and impacts to workers, Affected Communities, and the
environment; to promote improved environmental and social performance of clients through the effective use of
management systems; to ensure that grievances from Affected Communities and external

communications from other stakeholders are responded to and managed appropriately; to promote and provide means for
adequate engagement with Affected Communities throughout the project cycle on issues that could potentially affect

them and to ensure that relevant environmental and social information is disclosed and disseminated.”
107 |IFC, “Exclusion List.”
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IFC management does not believe the criteria for a compliance investigation were met,
writing in its response to the CAO that: “The alleged harms, while serious, are not the
result of non-compliance with the IFC E&S Policies but are related to lending and collection
practices by IFC clients.” According to them, those E&S policies would not apply because:
“Customers or consumers of a client’s products are not referenced in the Sustainability
Policy or Performance Standards as a category of stakeholder to which E&S risk mitigation
measures should apply” and therefore “the risks and impacts on individual sub-borrowers

themselves” are not a matter of non-compliance with those policies.8

IFC management formally objected to the CAO investigation moving forward in a
submission to the IFC board, writing that the omission of sub-borrowers from E&S policies
is “a considered decision, and one that all other major development finance institutions
are also aligned on — risks related to consumer protection are not included in E&S policies

but addressed through broader social protection strategies and collaborations.”09

In the same request to the board, the IFC management wrote: “... [p]rotections for
individual borrowers are addressed under IFC’s Financial Inclusion and Consumer
Protection Strategy, specifically through its Client Protection and Responsible Finance
Principles ... and that risks related to consumer protection are not included in E&S policies

but addressed through broader social protection strategies and collaborations...”

108 |nternational Finance Corporation (IFC), Management Response to CAO Compliance Appraisal of IFC Investments in Six
Cambodian Microfinance Institutions, June 29, 2023, pp. 3—5, https://www.cao-
ombudsman.org/sites/default/files/downloads/IFC%20Management%20Response%20t0%20CA0%20Compliance%20App
raisal%200f%20Cambodia%20Fl-04.pdf (accessed February 28, 2025). IFC rejected the need for a compliance investigation,
asserting that the harms alleged by complainants were due to lending and collection practices of IFC clients, not IFC’s own
policy violations. It further argued that the Environmental and Social (E&S) framework does not apply to end borrowers.

109 International Finance Corporation (IFC), “Request for Board Review of Decision to Investigate the CAO Complaint
Concerning Three IFC Clients: ACLEDA, Amret, and Hattha Bank,”June 29, 2023, p. 4, https://www.cao-
ombudsman.org/sites/default/files/downloads/IFC%20Management%20Board%20Review%20Request%20%28por%20opu
blication%29_o.pdf (accessed February 26, 2025).

110 |pid.
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The objection would have prompted an IFC Board Review to decide on the path forward.m
However, IFC management later withdrew its objection.2

Since the CAO complaint was filed in early 2022, the IFC states that it has not provided any
additional direct financing to Cambodian MFls, which means that there have been no new
loans to Cambodian MFls by the IFC.

IFC Response to Human Rights Watch Findings

In its reply to a letter outlining the findings of this report, the IFC stated that many of the
issues raised by Human Rights Watch “relate to IFC’s Sustainability Policy and
Performance Standards” but said “risks and impacts related to consumer protection are

not managed through IFC’s current E&S requirements.” 3

The response outlined the IFC’s global efforts to promote financial consumer protection
and initiatives in Cambodia, in particular its efforts with the National Bank of Cambodia
“to work with the main industry associations and other sector-level bodies to raise

consumer financial capacity and enhance industry self-regulation.”4

The IFC informed Human Rights Watch that it conducts due diligence prior to investing in
microfinance institutions: “IFC requires all microfinance institution clients to maintain and
comply with applicable codes of conduct, procedures and controls for responsible finance
and consumer protection consistent with their business and customer profile, in full
compliance with applicable national laws and regulations.”s The IFC did not clarify in its
response whether this due diligence considered risks specific to Indigenous peoples,
including the use of land under pending CLT applications as loan collateral, or whether it

111 Compliance Advisor Ombudsman (CAQ), Cambodia: Financial Intermediaries-o4 (FI-04) Case Summary, https://www.cao-
ombudsman.org/cases/cambodia-financial-intermediaries-o4 (accessed May 8, 2025). On July 28, 2023, IFC withdrew its
request for a board review of CAO's decision to investigate. Following the CAO Policy, CAO has published its appraisal report,
including the terms of reference for the investigation and IFC’s response to the complaint, as well as IFC's now withdrawn
request for board review.

112 |nternational Finance Corporation (IFC), “/FC Management Request for Board Review (Withdrawn), ”initially submitted June
29, 2023, and withdrawn July 28, 2023, https://www.cao-ombudsman.org/cases/cambodia-financial-intermediaries-

04 (accessed February 27, 2025). This document, initially submitted on June 29, 2023, and withdrawn on July 28, 2023,
pertains to the IFC's formal objection to the Compliance Advisor Ombudsman's (CAQO) decision to investigate IFC's
investments in Cambodian microfinance institutions. The withdrawal allowed the CAO's compliance investigation to proceed.

113 |FC letter to Human Rights Watch, July 25, 2025,
114 hid.
15 |hid.
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conducted any environmental and social risk impact assessments prior to lending to
Cambodian MFls.

Regarding the impact of predatory lending on Indigenous borrowers, the IFC replied: “We
know that to address the systemic, sector-wide problems related to lending and debt
collection practices and the use of indigenous land as collateral for loans, all microfinance
stakeholders in the country must work together.”¢ However, the IFC did not respond to
questions about whether it or its clients ensured that loans to Indigenous borrowers
complied with the principle of free, prior, and informed consent, as well as provisions
designed to protect Indigenous rights under Performance Standard 7 and the exclusion
list. The IFC’s efforts to address the use of land titles that are part of Indigenous CLTs for

collateral and forced sales of Indigenous land are discussed in the next chapter.

The IFC did not respond to questions posed by Human Rights Watch about debt relief and
access to remedy for Indigenous borrowers. It did however highlight that its effort to
support national consumer protection reforms had led to “the establishment of a now
operational Financial Consumer Center (effective since July 1, 2025) and envisions a
Financial Ombudsman.” |t did not specify how the center would address complaints
and alleged harms involving IFC-backed institutions.

16 |pid.
17 |bid.
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lll. Indigenous Peoples, Land Titles, and Microloans

Targeting of Indigenous Peoples for Loans

Predatory lending—extending credit and collecting payments through unfair, deceptive, or
abusive means and disregarding a borrower’s ability to repay—by Cambodian MFls has

had irreversible impacts on Indigenous peoples.

There are estimated to be at least 170,000 Indigenous peoples in Cambodia, roughly 1
percent of the total population of 17 million.*8 Cambodia’s Land Law defines “original
minority nationalities” (semastsmséz) as a “group of people that resides in the territory of the

Kingdom of Cambodia whose members manifest ethnic, social, cultural and economic
unity and who practice a traditional lifestyle, and who cultivate the lands in their
possession according to customary rules of collective use.”9 Most live in the four
northeastern provinces of Ratanakiri, Mondulkiri, Kratie, and Stung Treng, where poverty
rates are also higher than the countrywide average.2° In Ratanakiri province, the majority
of residents are Indigenous.®2* A 2019 report by the UN special rapporteur on the situation
of human rights in Cambodia noted that Indigenous peoples are “lagging behind on
several socioeconomic indicators, reflecting limited enjoyment of the rights to health,

education, and an adequate standard of living.” 22

118 Royal Government of Cambodia, “National Report on Demographic and Socio-Economic Status of Indigenous Peoples in
Cambodia,” 2021, https://data.opendevelopmentcambodia.net/library_record/national-report-on-demographic-and-socio-
economic-situation-of-indigenous-peoples-in-cambodia (accessed February 26, 2025);

National Institute of Statistics (NIS), “General Population Census of Cambodia 2008: National Report on Final Census
Results,” August 2009, https://camnut.weebly.com/uploads/2/0/3/8/20389289/2009_census_2008.pdf (accessed
February 26, 2025); UN Committee on the Elimination of Racial Discrimination (CERD), “Concluding Observations on the
Combined Fourteenth to Seventeenth Reports of Cambodia,” CERD/C/KHM/CO/14-17, December g,

2019, https://cambodia.ohchr.org/sites/default/files/Treaty-report/INT_CERD_COC_KHM_40808_E.pdf (accessed February
26, 2025).

119 Cambodia Land Law, art. 23.

120 pjsaggregated poverty data on Indigenous peoples are not available, but poverty rates in Kratie (59 percent), Mondulkiri
and Ratanakiri (71 percent), and Steung Treng and Preah Vihear (39 percent) “show that the highest rates of Indigenous
Peoples are correlated with high rates of poverty” p.8, “Cambodia Country Poverty

Analysis,” 2014, https://www.ifad.org/documents/d/new-ifad.org/cambodia_ctn-pdf (accessed February 26, 2025).

121 World Bank, “Mekong Integrated Water Resource Management Project Phase 3: Indigenous Peoples Policy

Framework,” April 2014, p. 5,
https://documentsi.worldbank.org/curated/en/128211468236688268/pdf/IPP7150P14864700B0x385202BooPUBLICo.pdf
(accessed February 26, 2025).

122 Hyman Rights Council, “Situation of Human Rights in Cambodia: Report of the Special Rapporteur on the Situation of
Human Rights in Cambodia,” A/HRC/42/60, August 27, 2019,

https://documents.un.org/doc/undoc/gen/g19/253/48/pdf/g1925348.pdf (accessed February 26, 2025).
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Sign indicating the head office of the Kreung Indigenous community in Kress village, Ratanakiri,
Cambodia. © 2023 Private

Home of a Kreung Indigenous borrower in Kress village, Ratanakiri, Cambodia. © 2023 Private
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Cambodian MFIs have advertised heavily in Indigenous communities in Ratanakiri
province, encouraging people to take out loans through visits to people's homes, posters,
advertisements, and information sessions coordinated through local government
authorities, usually village chiefs. Indigenous peoples who spoke to Human Rights Watch
recalled the tactics used by credit officers from MFIs who were encouraging them to take

out microfinance loans.

R. Sokchea, a 42-year-old Indigenous Kachock farmer, said:

| remember the credit officers came over the course of four days at first. The
first day they just spent time with us casually, on day two they started
talking about money, on day three they gave a few more promises and
started to talk about what we can buy with the money. On the fourth day
they would say things like “smart people borrow, they can do business,”
and the village chief helped to distribute the information and advertise

for them.123

S. Chenda, a 35-year-old Indigenous Tampuan farmer, said, “When | saw other villagers

receive money, | became interested in getting a loan for myself.”124

Borrowers said that they did not fully understand loan repayment, reasons for fees, or how

interest rates worked prior to receiving their loans.

“In 2007 when the credit officers started to enter the village, people didn’t understand the
process, they just wanted to borrow,” said Ch. Borey, a 39-year-old Tampuan farmer.
“When the credit officers explained the loans, they didn’t explain the percentages or how
the interest worked. If they tried to explain, | still do not think many of the villagers would

understand ... even now people don’t understand.”2

123 Human Rights Watch interview with R. Sokchea, an Indigenous Kachok male farmer, age 42, pseudonym, Ratanakiri,
Cambodia, March 22, 2024.

124 Human Rights Watch interview with S. Chenda, an Indigenous Tampuan female farmer, age 35, pseudonym, Ratanakiri,
Cambodia, February 7, 2024.

125 Human Rights Watch interview with C. Borey, an Indigenous Tampuan male farmer, age 39, pseudonym, Ratanakiri,
Cambodia, February 6, 2024.
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Kachock Indigenous borrower at her home in Ta Nang village, Ratanakiri, Cambodia. © 2025 Private

Home of Kachock borrowers in Ta Lav village, Ratanakiri, Cambodia. © 2024 Private
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Many Indigenous peoples do not speak or read Khmer, the official language of Cambodia
and the language of MFI loan contracts. Of the Indigenous borrowers interviewed by
Human Rights Watch, about two-thirds could speak and understand some Khmer, but only
one-third could read and write any Khmer at all. In most cases, the credit officers did not
speak the native language of borrowers and all of the 52 borrowers interviewed by Human
Rights Watch in Ratanakiri said that the credit officers did not have interpreters present
when explaining or finalizing loan documents. Indigenous borrowers said that credit
officers took advantage of their limited understanding of Khmer to persuade them to take

out loans.

K. Sarith, a 55-year-old Indigenous farmer, said, “The credit officers spoke in Khmer. |
understand maybe 10 to 20 percent Khmer, so my older sister helped to translate for me,

but she only speaks a bit more Khmer than | do.”26

“The credit officers just explained that | would be paying interest, but | did not fully
understand the process because | cannot read or write in Khmer,” said S. Chenda. “Il just

heard 1.5 percent or 1.2 percent [per month], but | did not understand the whole process.”

Credit officers made repeated visits to Indigenous communities after the initial loans were

issued to encourage them to borrow again.

Said R. Sokchea: “They would start with just lending us US$100 and tell us that we were
good customers. Then the banks started competing with one another, offering lower
interest rates and offering loans to [take over] the previous loans we already had that we

had not yet finished paying off.”

Other Indigenous borrowers had similar experiences. According to K. Sarith: “When people
were able to pay off their first small loan, they were encouraged to take a second loan for a
higher amount of money at a high interest rate [when other banks were not competing for

borrowers].”

126 Hyman Rights Watch interview with K. Sarith, an Indigenous Jarai male farmer, age 55, pseudonym, Ratanakiri, Cambodia,
March 1, 2024.

DEBT TRAPS 50



Rd

Temporary home of an Indigenous borrower and his family at a construction job, where he worked to
repay his microfinance debt. © 2024 Private
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S. Chenda said: “Before, if we wanted to borrow money, it would be from family or friends
for a small amount without much interest, maybe from US$150-500 at most. And we would

borrow just one time, not the repeated borrowing again and again like now with the MFls.”

The five Cambodian MFls that replied to letters from Human Rights Watch—Amret, AMK,
LOLC, Mohanokor, and Woori—denied aggressively marketing loans to Indigenous
communities.2” They did acknowledge language and literacy barriers and said their staff
use different strategies to communicate even if they only provide loan documents in the
national Khmer language.®28 For example, Amret stated that it assigns Indigenous-speaking
staff to explain terms.®29 However, the Amret borrowers Human Rights Watch spoke with
had not been offered explanations in Indigenous languages. Mohanokor said it is
expanding the use of Indigenous languages and visual materials to communicate loan
terms.3° AMK said it only provides loans to Indigenous borrowers who can communicate in
Khmer with its staff.:

No Cambodian MFl acknowledged that Indigenous borrowers may have misunderstood
loan terms due to language barriers, marketing tactics, or lack of written literacy. The
National Bank of Cambodia indicated in its reply that to ensure clear communication of
credit terms, financial institutions “are expected to explain loan terms in a manner that is
fully understood by borrowers, including through verbal explanations in foreign languages

or dialects where appropriate.”2

Indigenous Land Titles as Collateral

Although Indigenous peoples are often poorer than Khmer Cambodians, Human Rights
Watch found that MFIs in many cases approved large loans to Indigenous borrowers
because they had valuable land that could be used as collateral. By requiring Indigenous
borrowers to put up their land as collateral for individual microfinance loans, MFIs and

their foreign investors contributed to the loss of culturally significant Indigenous lands.

127 AMK, Amret, LOLC, Mohanokor, and Woori letters to Human Rights Watch, July 23, July 8, July 10, July 14, July 17, 2025,
respectively.

128 |bid.

129 Amret letter to Human Rights Watch, July 8, 2025.

3% Mohanokor letter to Human Rights Watch, July 14, 2025.
131 AMK letter to Human Rights Watch, July 23, 2025.

132 NBC letter to Human Rights Watch, July 11, 2025.
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Land in Cambodia is governed by the 2001 Land Law, which allows General Department of
Cadastre and Geography authorities to issue land titles. 133 Such a land title is often
referred to as a “hard title” in Cambodia, to contrast with what is commonly referred to as
a “soft title” — an “informal” but frequently used land certificate issued by commune-level
authorities, but not recognized by the national authorities. Both types of land titles are
accepted as collateral by MFIs in Cambodia, including in Indigenous areas.4 Most
Indigenous respondents from Ratanakiri interviewed by Human Rights Watch reported

taking out MFI loans once local authorities began issuing soft titles.

S. Narin, a 40-year-old Indigenous farmer, said that many of his neighbors were able to

borrow from MFIs once soft titles became available:

It was around 2009 in my village when ACLEDA [MFI] staff went from home-to-
home advertising about MFIs. They asked to put up posters on homes and
shared information about loans. From 2012, many of us used hard land titles
for loans, but around 2020 people started receiving soft land titles and using
them for loans. Outside of land, if you don’t have hard or soft land titles,

people can borrow as a group, but you cannot get as much money. s

Some Indigenous borrowers have provided more than one soft title to a credit officer,
either because they wanted to borrow more money, or because the credit officer
demanded additional titles in exchange for a larger loan to replace the borrowers’ existing
loan. Some credit officers leveraged the fear of losing land from the first loan to motivate
Indigenous borrowers to put up additional soft titles for collateral to get a larger loan, thus

acquiring more Indigenous land as collateral.

Human Rights Watch interviews with Indigenous borrowers and credit officers found that
MFls appeared primarily concerned with the value of collateral, rather than the borrower’s

repayment capacity, when giving loans. Borrowers reported that credit officers would often

133 Kingdom of Cambodia, Land Law, August 30, 2001, art. 231,
https://www.ajne.org/sites/default/files/resource/laws/7200/cambodia-law-on-land-2001-en.pdf (accessed May 21, 2025).

134 |an G. Baird, “Indigenous Communal Land Titling, the Microfinance Industry, and Agrarian Change in Ratanakiri Province,
Northeastern Cambodia,” 7he Journal of Peasant Studjes 51, no. 2 (2024), pp. 267-293,

https://doi.org/10.1080/03066150.2023.2221777 (accessed February 26, 2025).

135 Human Rights Watch interview with S. Narin, an Indigenous Jarai male farmer, age 40, pseudonym, Ratanakiri, Cambodia,
March 1, 2024.
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prioritize questions about their land titles and the extent of their landholdings, while
questions about theirincome or business activity were secondary and, if asked at all, did

not appearto be a primary factor when it came to assessing loan amounts.

S. Vuthy, an MFI credit officer, said that he was instructed by his credit officer colleagues
to overestimate the repayment ability of borrowers when doing pre-loan appraisals of
potential clients, including by overstating the value of their collateral and the ability of the
borrower to make repayments. His colleagues explained that by doing so, he would make
it easier for branch managers to approve the loans. He said staff were incentivized to find
new customers and ensure repayment rates, often receiving bonus payments or
promotions linked directly to these metrics. There were never any checks or consequences

by branch managers for when he overestimated repayment abilities of borrowers.3¢

Many borrowers acquired more debt than they could ever hope to repay, and pledged more
Indigenous land as collateral for loans, without knowing if they would ever get their land
titles back.

Said R. Sokchea: “They want our land titles and will do anything to keep the land titles.
They will not even let blood relatives or husbands or wives go to receive the land titles
once we pay our loans off. Now there are Indigenous people in my community with up to
US$25,000 in MFI debt.” 17

S. Chenda said, “My first loan was in 2015, and | was told that | needed two soft land titles
for LOLC to use as collateral before | could receive a loan.”

Many Indigenous borrowers interviewed by Human Rights Watch were registered in the
Cambodian government’s Identification of Poor Households Program, or “IDPoor,” which
was set up in 2011 to contribute to Cambodia’s efforts to reduce poverty. It identifies at-
risk households for targeted services and social assistance.38 While some local civil

society groups have criticized the program for being used by local authorities as a political

136 Human Rights Watch interview with S. Vuthy, a male credit officer, pseudonym, Phnom Penh, Cambodia, October 10,
2024.

137 Respondents said that credit officers would keep land titles to try to encourage borrowers to later take additional loans.

138 Ministry of Planning, Cambodia, “About the Identification of Poor Households Programme in Cambodia,” 2025,
https://idpoor.gov.kh/en/about/ (accessed February 26, 2025).
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tool to revoke IDPoor cards based on political affiliation, the system remains one of the

only government programs identifying low-income households.9

Credit officers interviewed by Human Rights Watch said that they were never instructed to
consider IDPoor as a factor when assessing loan amounts or whether to offer a loan to a

potential borrower.

In their written responses to Human Rights Watch, all of the Cambodian MFls that replied

indicated they approve loans based on repayment capacity, citing cash flow analysis and

other tools, such as credit checks.4° For example, Mohanakor wrote: “Loan approvals are
based on a thorough assessment of the client’s repayment capacity, household cash flow
and overall risk profile—not solely on collateral.”24t Woori specified that “the loan

repayment amount must be <=67% of customer’s net cash flow.”2

In their replies to Human Rights Watch, ABC and NBC similarly stated their policies,
lending guidelines, and training initiatives to ensure responsible lending. NBC replied that
it works to ensure banks check customers are creditworthy and “do not take extra loans

and burden themselves.”3

Impact of MFI Loans on Collective Land Titling

The 2001 Land Law allows for the granting of Collective Land Titles (CLTs) to Indigenous

communities in Cambodia, which is intended to preserve traditional, communal land use
practices of Indigenous communities in the country. Sub-decree No. 83 on Procedures of
Registration of Land of Indigenous Communities, issued in 2009, specifies a process for

granting CLTs. The first CLTs were issued to Indigenous communities in 2011, but as of

139 LICADHO, “Human Rights Updates: Cambodia’s Commune Elections 2022,” 2022, https://stream.licadho-
cambodia.org/commune_elections_2022/ (accessed February 26, 2025).

140 AMK, Amret, LOLC, Mohanokor, and Woori letters to Human Rights Watch, July 23, July 8, July 10, July 14, July 17, 2025,
respectively.

141 Mohonokor letter to Human Rights Watch, July 14, 2025.
142 Woori letter to Human Rights Watch, July 17, 2025.
143 ABC and NBC letters to Human Rights Watch, August 18, and July 11, 2025,
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August 2025, only 43 Indigenous communities out of 488 in Cambodia had received CLTs4,

Twenty-seven of these CLTs are in Ratanakiri Province.s

The current CLT process is lengthy and bureaucratic, preventing many Indigenous groups
from being able to register their collective land.®¢ Hundreds of communities have applied
for CLTs but have never received them—in some cases waiting for more than a decade.
There have been reports of intimidation and attacks against Indigenous peoples as they
seek to exercise their rights as it relates to these collective lands.#” The UN Office of the
High Commissioner for Human Rights (OHCHR) has criticized the CLT process as being “too
complex, expensive, slow and inaccessible to secure protection of Indigenous land,
especially in a context where land is sold or leased easily and often in full disregard of
procedural safeguards and national law.”8 Despite concerns raised by the UN and civil
society organizations, the Cambodian government has not taken on recommendations to

simplify the legal and administrative procedures for the CLT process.?

Meanwhile, many Indigenous peoples awaiting the outcome of CLT processes have
become a target for MFls who accept soft titles issued by local authorities as collateral.

144 Open Development Cambodia, Access to Collective Land Titles for Indigenous Communities in Cambodia — 2025 Update,
August 2025, https://data.opendevelopmentcambodia.net/en/dataset/e286659e-c15e-4f9d-84da-
oes123ecyaed/resource/fef178f2-b843-47a9-bf30-d1s5bbedagdd/download/updated_clt_2025_eng.pdf (accessed on
August 15, 2025).

145 SITHI, “Access to Collective Land Titles for Indigenous Communities in Cambodia 2023,”2023,

https://sithi.org/business/publication/2023-08-08-access-to-collective-land-titles-for-indigenous-communities-in-
cambodia-2023 (accessed February 26, 2025).

146 The CLT process includes: 1) Identifying the community as “Indigenous” through the Ministry of Rural Development; 2)
Establishing the Indigenous community as a legal entity through the Ministry of Interior, 3) establishing internal rules and a
provisional land maps through the Provincial Department of Land Management; and 4) Determination and issuance of the
collective land title from the National Council of Ministers before the land title is issued to the community.

147 UN Committee on the Elimination of Racial Discrimination (CERD), “Concluding Observations on the Combined Fourteenth
to Seventeenth Reports of Cambodia, ”December 12,

2019, https://tbinternet.ohchr.org/_layouts/15/treatybodyexternal/Download.aspx?symbolno=CERD%2fC%2fKHM%2fCO%
2f14-17&Lang=en (accessed February 26, 2025).

148 Office of the United Nations High Commissioner for Human Rights (OHCHR), “Collective Land Titling in Cambodia - A Case
for Reform?” 2021, p. 3, https://cambodia.ohchr.org/iplands/wp-content/uploads/2021/05/CLT-
RECOMMENDATION_ENG.pdf (accessed February 26, 2025).

149 OHCHR, “Collective Land Titling in Cambodia — A Case for Reform?” pp. 4-5, https://cambodia.ohchr.org/iplands/wp-
content/uploads/2021/05/CLT-RECOMMENDATION_ENG.pdf (accessed February 26, 2025). The state budget for collective
land registration continued to be reduced. As of 2020, the state budget allocation only allows for the registration of three
Indigenous communities per year. Based on the 2020 average yearly rate of validations, it would take “approximately 100
years to validate the identity of the remaining 304 indigenous communities." The validation step is the first necessary step
for Indigenous communities to begin the CLT process. See also Cari Tusing and Esther Leemann, 7ime as the Enemy?
Disjointed Timelines and Uneven Rhythms of Indigenous Collective Land Titling in Paraguay and Cambodia, Land 12, no. 8
(2023): pp. 2—4, https://doi.org/10.3390/land12081620 (accessed on August 11, 2025)
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Under Cambodian law, once a CLT is issued, there are legal restrictions on selling or buying
that land by people outside the community. Even before the CLT is issued, during the CLT
application process, local authorities are supposed to issue protective orders that also
prevent further granting or transfer of soft land titles in the pending CLT-designated area.
However, the protracted CLT process and inadequate enforcement of these restrictions
have meant these orders often have not been issued, allowing MFls to lend to Indigenous
peoples based on soft titles that overlap with land pending adjudication under the

CLT process.

In a 2020 report, OHCHR noted that a 2016 circular by the Ministry of Land Management
and Urban Planning, meant to provide guidance for its staff at “the national and provincial
levels concerning procedures related to converting private land titles into collective ones,
and vice versa,”° remained unknown to Indigenous communities. The report went on to
note that Indigenous villagers who wished to join a collective land title after opting fora
private land title were not aware of their rights to do so.!

Most Indigenous borrowers Human Rights Watch interviewed said MFI credit officers had
not inquired about whether the land titles being accepted as collateral were Indigenous

lands, either as part of an existing or pending CLT application process.

The couple C. Borey and K. Sopheap, Tampuan Indigenous farmers, said that AMK credit
officers did not ask any questions about whether their land was Indigenous; they only
inquired about why they were borrowing and whether they had a land title to offer up as
collateral. The couple did not have a land title at the time because the land was part of a
collective land titling process. They went to their village chief and asked him to sign a soft

title document that could be used in place of an actual land title.

Borey said, “We knew our land had value because credit officers were telling us that the

land had value and told us that they could also arrange land sales [for us].” 152

150 Office of the United Nations High Commissioner for Human Rights (OHCHR), Recommendations for the Implementation of
the Legal Framework Governing Indigenous Communal Land Titling in Cambodia (May 2021), p.

17, https://cambodia.ohchr.org/iplands/wp-content/uploads/2021/05/CLT-RECOMMENDATION_ENG.pdf (accessed on May
23, 2025).

151 |bid.

152 Human Rights Watch interviews with C. Borey and K. Sopheap, Indigenous Tampuan farmers, pseudonyms, Ratanakiri,
Cambodia, February 6, 2024.
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The acceptance of these soft titles as collateral by MFIs undermines the CLT application
process, as the process requires community members to collect all such soft titles and
give them to Cambodian government officials — which is not possible if these titles are

being held by MFIs or informal lenders as collateral.

Reports from researchers and Cambodian NGOs have indicated that widespread
microfinance debt in communities in Ratanakiri has also led some Indigenous peoples to
withdraw from ongoing CLT processes, as community members fear that they would lose
access to their soft land titles and thus face problems with their microfinance lenders if a
CLT were to be granted. 153 Human Rights Watch has reviewed documents from a number of
Indigenous communities indicating that they chose to withdraw from ongoing CLT
application processes due to microfinance debt.s4 In many interviews, respondents from a
dozen different potential CLTs indicated that their community left or dropped out of the CLT
process because of MFI debt in their community.ss

M. Sokun, a 54-year-old Indigenous Kouy woman from Kampong Thom province, said that
her community had been on the third and final step of completing their CLT process and were
waiting for their collective land title when they tried to start a village savings group to offer
small loans to support those in need as an alternative to MFI loans.

Sokun said that in 2020, their commune chief told villagers that it was unlikely they would
complete the CLT process, and they should instead secure individual land titles so they

could borrow from MFIs individually.

153 |an G. Baird, “Indigenous Communal Land Titling, the Microfinance Industry, and Agrarian Change in Ratanakiri Province,
Northeastern Cambodia,” Journal of Peasant Studies 51, no. 2 (2023), pp. 267-293,
https://doi.org/10.1080/03066150.2023.2221777 (accessed February 26, 2025).

154 On file with Human Rights Watch. Not publicly cited due to security concerns for the community.

155 Other studies have also found land sales linked to MFI debt. See Frank Bliss, “Micro” Finance in Cambodia: Development,
Challenges and Recommendations, Institute for Development and Peace (INEF), University of Duisburg-Essen, 2022, p.

73, https://www.uni-

due.de/imperia/md/content/inef/bliss_2022_micro_finance_in_cambodia_ave3ob_online.pdf (accessed May 8, 2025). “In
total, the interviews with the representatives of 964 hh [heads of household] with credit experience in the last five years
revealed that 61 of them or 6.2% of the sample had to sell a piece of land to repay loans (three hh of these 61 were about to
sell at the time of the interview in late February / early March 2022).”
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As of March 2024, Sokun believed that about half of the families in the village now have
microloans. “Some people sleep at their farms now to avoid credit officers,” she said. 56
Although some people in her community still want a title for their communal land, she

doubted it would still be possible because so many villagers are now in debt to MFls.

M. Rachana, an Indigenous Bonong woman from Mondulkiri, believes her community did

not engage with the CLT process starting in 2019 because of MFls loans:

[Our] community discussed the CLT’s benefits, [such as] having protection
of land over a long period, but also that we could not sell our land for a high
price. At that time, the community wanted a CLT, only a few people wanted
to leave and not join. But if you wanted to do a CLT, you have to pay off the
banks .... We did not know where we would get the money. | think about 8o

percent of my community borrowed from MFls.57

The community previously consisted of 72 families, but 25 of those 72 families have now
submitted formal requests to leave the CLT process. Rachana heard that five of those
families left so they could use their land titles to borrow more money to pay off their
existing debts.

The Microfinance Sector and Free, Prior, and Informed Consent

Following a second high-level convening led by the UN of stakeholders in the microfinance
sectorin January 2025, Cambodian MFls and their investors announced strengthened
lending rules, stating that they “prohibit the use of indigenous land titles as collateral and
prevent the forced sale of such titles.”s® They also noted that banks and financial

institutions “can now check online information on title deeds registered as indigenous

156 Human Rights Watch interview with Sokun Mala, an Indigenous Kouy female farmer, age 54, pseudonym, Ratanakiri,
Cambodia, March 28, 2024.

157 Human Rights Watch interview with M. Rachana, an Indigenous Bunong female farmer, pseudonym, Ratanakiri,
Cambodia, May 13, 2024.

158 National Bank of Cambodia and United Nations in Cambodia, Joint Statement: Progress Update — NBC—-UN Convening
Multi-Stakeholder Consultation on Microfinance in Cambodia, January 23, 2025, https://cambodia.un.org/en/288279-joint-
statement-progress-update-nbc-un-convening-multi-stakeholder-consultation-microfinance (accessed on August 15, 2025).
National Bank of Cambodia and United Nations in Cambodia, /oint Statement: Progress Update — NBC-UN Convening Multi-
Stakeholder Consultation on Microfinance in Cambodia (Khmer), January 23, 2025 on file with Human Rights Watch.
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land titles and state-owned land that is prohibited by law from being used as collateral.”s9
Both the IFC and the National Bank of Cambodia referred to this UN-led process in their
replies to Human Rights Watch, as did the Netherlands Development Finance Company
(FMO).

Four Cambodian MFIs—Amret, AMK, Mohanokor, and Woori—also stated in response to
Human Rights Watch that they do not knowingly accept Indigenous collective land as
collateral.®e In its reply, AMK stated that “strict protocols are enforced” related to acceptance
of collateral from indigenous collective territories, and said its “verification process involves

rigorous review of legal documentation and on-site field assessments.” 61

If the IFC and its clients had applied the Sustainability Policy Performance Standards to the
Cambodian microfinance sector—which the IFC management maintains do not apply—they

would have ensured substantial safeguards to protect Indigenous rights.

Recipients of IFC investments are required under IFC Performance Standard 7 to “identify,
through an environmental and social risks and impacts assessment process, all
communities of Indigenous Peoples within the project area of influence who may be
affected by the project, as well as the nature and degree of the expected direct and indirect

economic, social, cultural ... and environmental impacts on them.”162

In addition, under IFC Performance Standard 1, recipients of IFC investments, “will
undertake an engagement process with the Affected Communities of Indigenous Peoples ...

includ[ing] stakeholder analysis and engagement planning.”163

All IFC financing—including financial intermediary (FI) and microfinance activity—must
comply with the IFC Exclusion List. The list has a subset of prohibitions specific to

microfinance that forbids “Production or activities that impinge on the lands owned, or

159 |bid.
160 AMK, Amret, Mohanokor, and Woori letters to Human Rights Watch, July 23, July 8, July 14, July 17, 2025, respectively.
161 AMK letter to Human Rights Watch July 23, 2025.

162 |nternational Finance Corporation (IFC), “Performance Standard 7: Indigenous Peoples,”)anuary 1, 2012, p. 2,
https://www.ifc.org/content/dam/ifc/doc/2010/2012-ifc-performance-standard-7-en.pdf (accessed February 28, 2025).

163 |nternational Finance Corporation (IFC), Performance Standards on Environmental and Social Sustainability, January 1,
2012, p. 49, https://www.ifc.org/content/dam/ifc/doc/mgrt/ifc-performance-standards.pdf (accessed February 28, 2025).
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claimed under adjudication, by Indigenous Peoples, without full documented consent of

such peoples.”164

Yet IFC-funded Cambodian MFls accepted “soft titles” for Indigenous land—including when
that land was part of an ongoing CLT process—without free, prior, and informed consent of

Indigenous communities over many years.

Human Rights Watch asked Cambodian MFls and the IFC if they had undertaken any
environmental and social risk impact assessments or engagement process prior to the
provision of the loans to Indigenous borrowers. None indicated that they had conducted
environmental or social risk impact assessments or similar engagement processes. Such
an assessment would have likely shown that the acceptance of soft titles as collateral
without free, prior, and informed consent from Indigenous communities impinges on the
land rights of Indigenous peoples.ts5 Nor did any Cambodian MFIs or investors contacted
by Human Rights Watch answer a question about whether they ensured individual
borrowers and community representatives gave their free, prior, and informed consent

prior to taking as loan collateral titles that are part of collective Indigenous land.é¢

Recent efforts to prohibit the use of Indigenous land titles for collateral appears to be a
belated recognition from the Cambodian microfinance sector, regulatory bodies, and
investors that failing to provide information to Indigenous borrowers in languages they can
understand when requiring them to hand over soft titles to their land has directly impeded
Indigenous peoples’ ability to protect and collectively manage their land. The principle of
free, prior, informed consent, however, does not require a blanket prohibition on accepting
Indigenous land as collateral — only that such decisions need to be made in a manner
compatible with the principle.

164 |nternational Finance Corporation (IFC), /FC Exclusion List, 2007, p. 1, https://www.ifc.org/content/dam/ifc/doc/mgrt-
pub/ifc-exclusion-list.pdf (accessed on August 16, 2025).

165 See Appendix |
166 bid.
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IV. Cycles of Borrowing and Debt

Respondents shared multiple motivations for borrowing from MFls. Some explained that
they used microcredit loans to pay for public services such as school and healthcare fees
because they were too expensive or to invest in their farms after an unexpected crop
failure. Others used MFI loans to improve their standard of living and enable investment in
their own businesses, as microfinance loans were originally intended. But whatever the
reason, once they were in debt to an MFI, subsequent loans were often driven by the need
to service that existing debt, leading to a cycle of unsustainable borrowing and over-

indebtedness.

Reasons for Borrowing

Most of the Indigenous borrowers interviewed by Human Rights Watch earned theirincome
through small-scale agriculture. On MFI loan documents produced by credit officers, given

to borrowers, and viewed by Human Rights Watch, specific reasons for borrowing included
paying for herbicides, agriculture tools and machinery, or clearing of land, or acquiring

land for small-scale farming.:67

The written reason for borrowing did not always align with what borrowers told their credit
officers. Some people said they wanted to invest in their farms as indicated on the form,
others said they were told by credit officers working for MFIs to list micro-business

investments as the reason for their loans on the paperwork regardless of the actual reason.

Almost all Indigenous borrowers interviewed by Human Rights Watch said they had taken
out additional MFI or private loans to pay back their previous MFI debt, yet only 3 out of 48
loan documents reviewed by Human Rights Watch indicated "repaying existing debt" as a

reason for borrowing.

Borey and Sopheap, the Tampuan Indigenous couple, earned money from their small
cassava and soybean farm, and by selling vegetables around their village. The first time

they heard about MFI loans was in 2007 when AMK microfinance representatives entered

167 Human Rights Watch reviewed loan documents from 49 of the 52 borrowers we interviewed to corroborate respondent
accounts. All of the borrowers quoted in this report were part of the group of 49 whose loan documents we reviewed.
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their village and advertised that they could borrow money easily for their basic needs and
could receive the funds immediately. 8 At meetings, their village chief would say that
anyone could borrow from the banks — they would just need to tell the banks that the
money was for agriculture. Eventually, one person in their village successfully borrowed
money to buy a motorbike while claiming that the loan was for agriculture, which

encouraged others from the community to borrow from the MFI.

According to Borey, “The AMK credit officers told us: ‘Banks know that we are borrowing for
other reasons than agriculture. When you go to borrow and get the money, don’t say what

29

you’re using it for, say it’s for farming ... If you tell the truth, you will not get the money.

M. Dara, a 39-year-old Indigenous Kouy man, said that in 2002 he approached Hattha
credit officers to borrow money to pay off a previous debt. A credit officer instructed him to
borrow money from a private lender to pay off his previous debt first to get his land title
back, and then he could use that land title for a new loan from Hattha to repay the informal
lender. Dara did as he was instructed, and the paperwork for a new loan from Hattha

stated that it was for “seasoning and spice trading.” 9

Interviews with credit officers confirmed that falsifying the reason for taking a loan was
common practice. Credit officers from two different Cambodian MFls told Human Rights
Watch that they encouraged Indigenous borrowers to disguise their real reasons for taking
out microfinance loans, due to pressure to meet quotas tied to financial incentives for
credit officers. The financial incentives served as monthly bonuses for meeting loan

amounts.°

168 The concept of microfinance being utilized for "consumption smoothing" dates back to the 1990s. Manfred Zeller, Gertrud
Schrieder, Joachim von Braun, and Franz Heidhues, “The Role of Micro-Finance for Income and Consumption

Smoothing,” International Food Policy Research Institute (IFPRI), 1999, https://www.findevgateway.org/paper/1999/02/role-
microfinance-income-and-consumption-smoothing (accessed February 26, 2025).

169 Hyuman Rights Watch interview with M. Dara, an Indigenous Kouy male farmer, age 39, pseudonym, Ratanakiri, Cambodia,
May 29, 2024.

170 Academic researchers made similar findings: “Across the industry, portfolio quality is one of the key factors that
determines whether credit officers receive bonuses. A credit officer with very few NPL loans will be rewarded, sometimes with
an amount equivalent to their base salary. However, if a credit officer goes above a threshold NPL rate, around 2 percent,
then they will not receive any bonus.” W. Nathan Green, Theavy Chhom, Reach Mony, and Jennifer Estes, 7he Underside of
Microfinance: Performance Indicators and Informal Debt in Cambodia, Development and Change 54, no. 4 (2023), p.

17, https://doi.org/10.1111/dech.12778 (accessed on August 11, 2025).
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K. Piseth, a credit officer, said, “l have seen my colleagues change facts or use facts they
know are not true about the borrower or their ability to repay on a loan application, in order
to get the loan approved.” 77t Another credit officer R. Dara, further explained, “Practically,
the pre-loan appraiser has often overestimated the actual facts, of the collateral or the
possibility of that borrower to repay, such as inflating the borrower’s job position or other

facts, in order for the branch director to approve the loan.”72

A 2025 report by the Korean Transnational Corporations Watch, a network of human rights,
labor, environment, and public interest law organizations based in South Korea, stated that
a KB Prasac executive, when asked about the company’s salary and incentive structure, said
“new credit officers receive a base salary of $250 per month, plus 15 percent of the amount
they collect as an incentive, up to a maximum of $1,000.”%73 However, the incentive would be
zero if the NPL ratio of the employee’s portfolio exceeds 3 percent.74# Human Rights Watch
wrote to KB Prasac to confirm this information about the company’s salary and incentive
structures, but did not receive a reply.s

Among Cambodian MFls, only AMK and Woori confirmed to Human Rights Watch that its

credit officers receive performance-based incentives.76

Pressure to Loan Juggle

The need to repay MFI loans often leads to further cycles of borrowing and indebtedness.
Forty-seven Indigenous people interviewed by Human Rights Watch reported that they had
taken additional loans from MFlIs and banks to pay off existing formal microloans.
Indigenous borrowers described credit officers offering them new loans for increased total
loan amounts, even though they were aware of their inability to repay existing ones. At the
urging of credit officers, many borrowers entered into cycles of deeper and deeper

indebtedness, ultimately leading to more serious harms, such as coerced land sales.

171 Human Rights Watch interview with credit official K. Piseth, pseudonym, Phnom Penh, Cambodia, October 16, 2024.
172 Human Rights Watch interview with D. Rin, a male credit officer, pseudonym, Phnom Penh, Cambodia, August 24, 2024.

173 Korean Transnational Corporations Watch (KTNC Watch), Preying on Poverty: An Investigation into the Lending Practices of
Korean Banks in Cambodia and Their Human Rights Impact, June 30, 2025, p. 32, https://ktncwatch.org/news/press-release-
ktnc-watch-publishes-investigative-report-predatory-lending-practi (accessed August 16, 2025).

174 |bid. In the same report, Woori Bank executives did not provide exact figures, but said that credit officers received a base
salary and a performance incentive, based on targets met.

175 Letter by Human Rights Watch to KB Prasac, June 20, 2025.
176 Amk and Woori letter to Human Rights Watch, July 23 and July 17, respectively.
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In addition to borrowers using formal microfinance loans to repay existing formal
microfinance loans, credit officers often encourage borrowers to borrow from informal
lenders to repay debts. In Cambodia, “informal lenders” can be a wide range of people—
from wealthier people in the same village, to local authorities, to people from outside the
village—who lend money without formal registration or approval from the government, and

often at higher interest rates than formal institutions.

R. Vichea, a 62-year-old Kouy Indigenous cashew farmer, borrowed US$8,000 from Woori
in 2023, using two soft land titles as collateral to purchase farming equipment. She fell
behind on her payments in September 2023 when her crops failed. Woori credit officers
began repeatedly visiting her home, threatening her to make her payments by borrowing
more from Woori or from informal lenders so that she could pay off her previous loan with a

new bigger loan.

A Woori credit officer introduced Vichea to an informal lender that she could borrow from—
at even higher interest rates—to make her Woori payments. The Woori credit officer
accompanied Vichea to the informal lender three times, taking her directly from the
informal lender to Woori bank to make her loan payment. The credit officer even charged
her an administration fee of about US$100 each time. In addition to her Woori loan, she
owed US$1,800 to informal lenders and had to put more land up for collateral with the

informal lenders.

Vichea described how the Woori credit officers urged her to borrow again despite

her reluctance:

I don’t know how to read or write in Khmer or any other language. Even my
vision is not good, | can barely see across the street, so | do not understand
any of my loan documents. | told them that | no longer wanted to borrow,
but they said, “How will you pay off your other loans if you don’t borrow

more?” 7

177 Human Rights Watch interview with R. Vichea, an Indigenous Kouy female cashew farmer, age 62, pseudonym, Ratanakiri,
Cambodia, March 6, 2024.
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S. Leakhena, a 61-year-old Indigenous Tampuan farmer, was pressured to borrow money
from an informal lender with high interest rates, using her land titles as collateral, due to
pressure from Sathapana credit officers to repay her debts. “Sathapana [credit officer] told
us that if we get a loan from the private lender to pay them back, they would give us a new

loan to pay back the private lender,” she said.8

Human Rights Watch wrote to all the Cambodian MFls named in this report to ask how they
prevent borrowers from using informal loans to repay their MFl loans.279 Amret replied that
its credit officers are prohibited “from encouraging informal loans for repayment.”8° Woori
Bank stated that they monitor “after loan disbursement, including finding out if the
customer obtains additional loan[s] from other formal and informal lender during

the period.”:8:

In response to a question from Human Rights Watch about the practice of “debt juggling”
or informal loan stacking, especially where credit officers facilitate such arrangements, the
NBC stated that refinancing based on borrowing from outside lenders is prohibited and

subject to penalties but did not provide any examples or data on enforcement.82

178 Human Rights Watch interview with S. Leakhena, an Indigenous Tampuan female farmer, age 61, pseudonym, Ratanakiri,
Cambodia, February 20, 2024.

179 See Appendix |
180 Amret letter to Human Rights Watch, September 2, 2025,
181 \\oori letter to Human Rights Watch, July 17, 2025.

182 NBC letter to Human Rights Watch, July 11, 2025. Letter referred to the relevant policies & processes, including: Ref.
Article 4 of Law on the Organization and Conduct of NBC; NBC issued a Prakas on Transparency in Granting Credit Facilities of
Banks and Financial Institutions, dated 27 December 2011. Ref. to Article 3; NBC has issued a Prakas, dated 27 December
2011, on Transparency in Granting Credit Facilities of Banks and Financial Institutions; Prakas on Credit Risk for Capital
Adequacy Ratio in Deposit-taking Banks and Financial Institutions, dated 23 June 2023. Ref. Article 31; In collaboration with
NBC, ABC and CMA issued an announcement on Continuously Strengthening the Responsible Business Operations and
Consumer Protection of Banks and Financial Institutions, dated 16 August 2024; Prakas on Transparency in Granting Credit
Facilities of Banks and Financial Institutions, dated 27 December 2011. Specifically, Article 3; Prakas on Credit Reporting,
dated 26 Jun 2020; Prakas on Loan Policies, Procedures, and Lending Authority, dated 10 March 2005; Prakas on Credit Risk
Grading and Impairment Provisioning, dated o1 Dec 2017. Ref. Article 16; Prakas on Credit Grading and Impairment
Provisioning. Ref. Chapter 5, Article 37; Prakas on Credit Risk Grading and Impairment Provisioning, dated o1 Dec 2017. Ref.
Article 5; and Ref. Article 4 of Law on the Organization and Conduct of NBC “To license, delicense, regulate and supervise
banks and financial institutions and other relevant establishments such as auditors and liquidators”. In accordance with this
supervisory role, NBC regularly conducts both off-site monitoring and on-site inspections on all Banking and Financial
Institutions (BFls) to assess the business operations and performance.; CBC’s role includes: CBC collects and maintains
credit data from all participating financial institutions. Each time a borrower applies for a loan, the lender accesses the
borrower’s credit report, which includes the total number of active loans, outstanding balances, payment history. Page 6 of 9
inquiries by other lenders, etc. This helps prevent debt juggling by showing whether a borrower is already heavily indebted or
applying for multiple loans simultaneously. CBC provides aggregated analytics and reports which can reveal unusual loan
activity, high rates of loan overlap between institutions and credit officers or branches associated with high-risk lending
behavior, etc. These patterns can be used to detect debt juggling or informal loan stacking.
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Crop Failures and Extreme Weather Events Lead to Default

Some Indigenous borrowers were able to repay their loans on time until they suffered a
loss of income from failing harvests due to erratic weather or extreme weather events,
some of which are intensified or made more likely by climate change. Droughts, flooding,
or heatwaves can cause severe losses for Indigenous farmers who have limited resources
to adapt. Agricultural insurance is at a very early stage of development in Cambodia, and
farmers in Indigenous communities have no access to such insurance. 83 A single failed
harvest can lead to financial devastation for Indigenous households, making them unable

to repay their microfinance debts.

A 2022 academic report on microfinance, over-indebtedness, and climate adaptation in
Cambodia found that Khmer farmers have had to “increasingly rely upon formal credit and
microcredit” due to changing climate conditions that are affecting harvests and lowering
outputs. The need for expensive farming inputs to adapt to a changing environment, such
as machinery, fertilizer, and herbicide, in turn is driving Cambodian farmers further into
debt.s84 The report found that once farmers incurred debts, they were nearly impossible to
repay, and rather than offering short-term help, the microcredit loans ultimately reduced

farmers’ ability to adapt to changes in climate conditions.85

M. Sovathya, a Bonong Indigenous farmer from Mondulkiri, began taking loans from
ACLEDA in 2016, using her home and farmland soft titles as collateral. Her first three loans
were for small amounts, and she was able to make the repayments until 2019, when she
decided to take her first big loan of US$2,000 from ACLEDA to run her farm. She believed
she needed to invest in her farm because her crops were not profitable enough. In 2020,
she took out a loan from Prasac for an additional US$3,500 to pay for more farming
equipment and herbicides. Still unable to make a profit, she began borrowing money from

informal lenders in her community to pay back Prasac on time.

183 G|7 Thailand, “Agricultural Insurance in the ASEAN Region: Cambodia” (Bangkok: Deutsche Gesellschaft fiir Internationale
Zusammenarbeit (GIZ) GmbH, 2022), https://www.asean-agrifood.org/wp-content/uploads/2022/05/GIZ-Thailand-Ag-
Ins_Cambodia_v4.pdf (accessed February 26, 2025).

184 \iincent Guermond, Laurie Parsons, Long Ly Vouch, Katherine Brickell, Sébastien Michiels, Grainne Fay, Milford Bateman,
Giacomo Zanello, Nithya Natarajan, Dalia Iskander, and Fiorella Picchioni, “Microfinance, Over-Indebtedness and Climate
Adaptation: New Evidence from Rural Cambodia”, Royal Holloway, University of London,

2022, https://statici.squarespace.com/static/62f2cfoesc1d785dc4090f66/t/6327baacsbe25fidod3eco13/1663548086338
/Microfinance-over-indebtedness-and-climate-adaptation_English.pdf (accessed February 26, 2025).

185 |hid.
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Sovathya described the impact of crop failures on her financial situation:

| used the money | borrowed for farming equipment, believing that | would
get crops to pay back the money | owed, but the crops did not earn enough
money. Because of the weather, there was not enough water. A lot of
people in my community are farmers, and people started to farm rice that
requires a lot of fertilizer and chemicals to grow. Starting in 2019, we either
had very bad droughts or flooding that destroyed our crops. When there is
not enough rain, we needed to all use water from a canal that everyone in

the community shared, and there was just not enough for everyone.:8é

The couple D. Vathana and M. Sreyleak, Kachock Indigenous farmers, borrowed from LOLC
in 2021 and again in 2022 to help care for their cashew farm and to build a home with
internal plumbing. The LOLC credit officer visited the couple and saw their farm and agreed
to lend them a total of US$4,000, taking their farmland soft title as collateral, combining

the balance from their previous loan and including it within the US$4,000.

Vathana explained his income at the time he took out the earlier loans:

Back when | borrowed money in 2022, my crops would yield about
US$1,800 per year and with other added work, we could make US$2,000
per year or more before expenses, so we thought we could make our
payments, which added up to US$1,000 per year for our principal and

interest combined per year.1#7

In 2024, a heatwave affected the couple’s cashew crops and they received only US$700

from their harvest.88 Said Vathana:

186 Hyman Rights Watch interview with M. Sovathya, an Indigenous Bunong female farmer, pseudonym, Mondulkiri,
Cambodia, May 13, 2024.

187 Human Rights Watch interviews with D. Vathana and M. Sreyleak, Indigenous Kachok male and female farmers,
pseudonyms, Ratanakiri, Cambodia, July 17, 2024.

188 Reuters, “Asia’s Extreme April Heat Worsened by Climate Change, Scientists Say,” Reuters, May 14,

2024, https://www.reuters.com/business/environment/asias-extreme-april-heat-worsened-by-climate-change-scientists-
say-2024-05-14/ (accessed on May 23, 2025).
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Early in 2023, temperatures were normal but starting from September 2023
into 2024, the temperatures were up to 39 degrees Celsius (102 degrees
Fahrenheit). In September the cashews usually begin to flower, and by
October the flowers become fuller, but due to the temperatures being really
hot during the day and cold at night, strong winds came and blew the
harvest away. When March and April came around to harvest, there was
nothing left.18

In 2024, Cambodia faced the highest temperatures it had seen in 170 years according to
Chan Yutha, a spokesperson for the Ministry of Water Resources and Meteorology.9°

A community representative in Nang Commune, Ratanakiri, where the couple resides,
confirmed that the 107 Indigenous families in their community farm a combined total of

roughly 1,000 hectares of cashews, and all failed during that harvest.

Other farmers in Ratanakiri had similar concerns about the impact of climate change on
their harvests. R. Sokchea, a Kachock farmer in Nay Village, Ratanakiri province, began
taking loans between 2012 and 2021 from Sathapana, AMK, LOLC, and Prasac for farming
needs, to repair his home, and to buy a motorbike for his children to use to go to school.
He consolidated his loans, using four soft land titles to borrow from Prasac in 2021 to pay
off his previous loans. He later experienced crop failures in 2023 that made it impossible

for him to make his principal and interest payments.

Sokchea said:

It is the whole village that is worried about climate, we talk about it when

we are taking breaks when we are drinking water together, we all worry

189 Human Rights Watch interviews with D. Vathana and M. Sreyleak, Indigenous Kachok male and female farmers
pseudonyms, Ratanakiri, Cambodia, July 17, 2024.

190 Al Jazeera, “Southeast Asia Swelters in Record-Setting Heatwave,” May 1, 2024,
https://www.aljazeera.com/gallery/2024/5/1/southeast-asia-swelters-in-record-setting-
heatwave#:~:text=This%20year%2C%20Cambodia%20has%20obeen,43C%20(109F)%20this%20week (accessed on May 23,
2025).
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about it, men and women. There are more than 500 people in the village,

105 families, and there is not one person who does not talk about it.:

In their replies to Human Rights Watch, Cambodian MFIs noted that they have policies to
enable loan restructuring. AMK for example stated: “In situations of income disruption—
such as crop failures, [failure] of business or [loss of] job—borrowers may request loan

restructuring which is assessed on a case-by-case basis to prevent over-indebtedness.”

Loans for Health Care and Expenses

Inadequate healthcare provision by the government has contributed to the ongoing
microfinance debt crisis. Many Indigenous respondents said that they borrowed money
because they needed cash quickly for unforeseen expenses, including to cover healthcare
costs or funeral expenses. And many borrowers already in debt cited unexpected medical
expenses as disrupting their ability to repay their loans.»2 In interviews with Human Rights
Watch, 22 Indigenous borrowers reported healthcare costs as a reason for taking out

a loan.

Cambodia’s healthcare system is highly dependent on these kinds of inherently regressive
out-of-pocket costs to fund health care. Such out-of-pocket costs worsen healthcare
inequalities by creating access barriers based on the ability to pay and can undermine the

enjoyment of other rights including rights to food, housing, and education.3

In 2022, the most recent year for which data is available, 61 percent of all money spent on
health care in Cambodia came as out-of-pocket payments by individuals and households,
according to the World Health Organization’s (WHO) Global Health Expenditure
Database.» This was among the highest percentages in the world that year, and was by

191 Human Rights Watch interview with R. Sokchea, an Indigenous Kachok male farmer, age 42, pseudonym, Ratanakiri,
Cambodia, March 22, 2024.

192 | ICADHO found in a 2023 study that MFI failure to verify income and lend based solely on the value of collateral also
contributed to this cycling of debts, resulting in loans being used to pay for medical costs, even though the initial loan was
taken from an informal lender. LICADHO and Equitable Cambodia, “Debt Threats: A Quantitative Study of Microloan
Borrowers in Cambodia’'s Kampong Speu Province”, Phnom Penh: LICADHO and Equitable Cambodia, 2023,
https://www.licadho-cambodia.org/reports/files/242Debt_Threats_MFI_Report_2023_EN.pdf (accessed February 26, 2025).
193 Human Rights Watch, “New Data Exposes Global Healthcare Funding Inequalities,” April 10, 2025,
https://www.hrw.org/news/2025/04/10/new-data-exposes-global-healthcare-funding-inequalities (accessed May 8, 2025).
194 Human Rights Watch, “New Data Exposes Global Healthcare Funding Inequalities,” April 10, 2025,
https://www.hrw.org/news/2025/04/10/new-data-exposes-global-healthcare-funding-inequalities (accessed May 8, 2025).
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far the highest among countries in the Western Pacific Region, into which the WHO groups

Cambodia.

Similarly, a 2023 World Bank study found that most healthcare costs in Cambodia are paid
out-of-pocket, and that the share of out-of-pocket financing in Cambodia is roughly double

that of countries at similarincome levels.95

As Human Rights Watch documented in 2024, the more a country spends on health care
through domestically generated public sources such as tax revenues or social health
insurance contributions, the less reliant its healthcare system is on these kinds of harmful
out-of-pocket costs. 96 Unsurprisingly, Cambodia spends far less on health care through

public means than most of its income group peers.7

Government programs to help low-income Cambodians access health care, such as ID
Poor, do not appear to have lessened the financial strain on Indigenous peoples faced with
high medical costs, according to ID Poor recipients interviewed by Human Rights Watch.98

195 World Bank, “Cambodia Public Finance Review: From Spending More fo Spending Better”, Washington, DC: World Bank,
2023, https://openknowledge.worldbank.org/server/api/core/bitstreams/2c979111-9862-4422-afaa-

f367a7e1e6fg/content (accessed February 26, 2025).

196 Hyuman Rights Watch, “New Data Exposes Global Healthcare Funding Inequalities,” April 10,

2025, https://www.hrw.org/news/2025/04/10/new-data-exposes-global-healthcare-funding-inequalities (accessed on
February 27, 2025).

197 Robert Yates, Ranu S. Dhillon, and Ravi Rannan-Eliya, “What Level of Domestic Government Health Expenditure Should We
Aspire to for Universal Health Coverage?”Health Economics, Policy and Law 15, no. 3 (July 2020), pp. 267-

278, https://www.cambridge.org/core/journals/health-economics-policy-and-law/article/what-level-of-domestic-
government-health-expenditure-should-we-aspire-to-for-universal-health-coverage/Bo3E4FAA9DB51F4C9738CB584C9C8B31
(accessed May 8, 2025); Human Rights Watch, “Global Failures in Healthcare Funding, ” April 11,

2024, https://www.hrw.org/news/2024/04/11/global-failures-healthcare-funding (accessed May 8, 2025). Numerous
studies, including a 2017 review of health economics literature conducted by academics at the University of Cape Town and
Harvard University, have found that achieving Universal Health Coverage (UHC), a framework developed by the UN to
measure access to health care and an important element of the right to health, generally requires that governments spend at
least 5 to 6 percent of their gross domestic product (GDP) on health care. In 2022, lower-middle income countries fell short of
this benchmark, spending the equivalent of about 2.3 percent of GDP on average. Cambodia, however, spent only 1.2 percent
of GDP. In part, this reflects a relatively low prioritization of health care within the government of Cambodia’s national
budget. According to WHO data, public healthcare spending accounted for only about 7 percent of the national budget that
year, below the average for lower-middle income countries of 7.9 percent.

198 | |CADHO, “Human Rights Updates: Cambodia’s Commune Elections 2022,” 2022, https://stream.licadho-
cambodia.org/commune_elections_2022/ (accessed February 26, 2025). While some local civil society groups have
criticized the program as a political tool local authorities use selectively, awarding or revoking IDPoor cards based on
political affiliation, the system remains one of the only government programs identifying poor households.
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More than a dozen people interviewed by Human Rights Watch said they had to pay high
out-of-pocket fees at private hospitals when free or low-cost public hospitals refused to
treat them or were unequipped to address their medical needs. 99 They also said they
often lived far from private and state hospitals, resulting in high travel expenses and lost

income from taking time away from work.

K. Sophea, a 42-year-old Indigenous Kreung, borrowed US$1,000 from a private lender in
2016 to pay for her father’s medical care in both private and public hospitals. She first took
her father to a public clinic in Banlung, the provincial capital of Ratanakiri, but the doctor
there did not know how to treat him. So Sophea took her father to a private hospital that
required a two-night stay to treat high blood pressure, joint pain, and another unknown
illness. The stay cost US$300. A second private hospital visit for US$200 and a third visit
for US$300 followed. With additional expenses for transportation and meals on top of
US$800 in medical bills, the private loan was not enough to cover the costs. Sophea was

forced to sell her cashew harvest early, at a lower price, to cover the medical bills.

She later took her father to a public hospital in Phnom Penh that required her father to stay
five nights at US$200 per night, costing roughly US$1000. Over five years, Sophea
estimated she spent about US$5,000 in savings and borrowed money to pay for her

father’s care, with other family members also contributing, until her father’s passing.

In 2018, the family decided to borrow from an MFI to pay off their informal loans and invest
in their farm, buying seedlings for cashews, paying to clear farmland as well as for medical
expenses. Sophea said, “l had no choice but to borrow because | needed the money and
had no other way to survive or pay my expenses from my father’s illness.” The family had
heard that the interest rates from MFIs were not as high as informal lenders. Sophea used
the soft title for her cashew farm, which is part of an ongoing CLT process, as collateral.
She said:

I only understood that the interest rate was low because the credit officer

told me this, I did not understand myself, | just trusted them. My niece also

199 World Bank, “Out-of-Pocket Expenditure (% of Current Health Expenditure),” 2024, data retrieved from the World Health
Organization Global Health Expenditure Database, https://data.worldbank.org/indicator/SH.XPD.OOPC.CH.ZS (accessed
February 26, 2025).
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needed money to help pay for medical expenses for her grandfather and her

grandmother, so we borrowed US$10,000, US$5,000 each.ze°

In another case, R. Vanna and his wife, D. Sokha, faced emergency medical care costs after
Sokha suffered a motorcycle accident in February 2022. When the couple went to their
local public hospital, they were told that the injury could not be treated there and were
directed to go to a hospital in Vietnam. The couple could not afford to travel there and
decided instead to go to a private hospital in Cambodia. Medical and travel expenses for
going to the private hospital cost the couple about US$1,500.

The couple also wanted to borrow money from an MFI after they incurred these costs, but
had no land to use for collateral, so they took out an informal loan and eventually fell
behind on payments. The couple was then able to use the soft title for Vanna’s father’s
farmland as collateral for a loan with Amret, which began a cycle of borrowing from

multiple MFls to repay existing loans.ze!

200 Hyman Rights Watch interview with K. Sophea, an Indigenous Kreung female, age 42, pseudonym, Ratanakiri, Cambodia,
July 17, 2024.

201 Similar dynamics of debt cycling and collateral pressure are documented in Dalia Iskander, Fiorella Picchioni, Giacomo
Zanello, Vincent Guermond, and Katherine Brickell, Sick of Debt: How over-indebtedness is hampering health in rural
Cambodia, Social Science & Medicine, vol. 367 (2025), article no. 117678, https://doi.org/10.1016/j.socscimed.2025.117678
(accessed on August 15, 2025). Human Rights Watch interviews with R. Vanna and D. Sokha, Indigenous Kachok male and
female farmers, pseudonyms, Ratanakiri, Cambodia, July 18, 2024.
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V. Threats from Credit Officers

Cambodia does not impose criminal penalties for non-payment of loans, but credit officers
acting on behalf of Cambodian MFIs have regularly threatened Indigenous borrowers
unable to repay their loans with legal action. 202 Credit officers said they would report
Indigenous borrowers to courts or the police, and that they would sell the collateralized
land or possessions of borrowers for below-market value. As noted above, most
Indigenous borrowers did not understand their loan documents, which were written in
Khmer, believed the threats made by credit officers, and felt compelled by these threats to

repay their loans by whatever means possible.

In the 52 interviews conducted by Human Rights Watch with Indigenous borrowers, all but
one respondent said they had experienced threats and harassment from credit officers.
Although collection efforts, including reminders, are an acceptable part of collecting on a
loan, Human Rights Watch found that collection practices by credit officers went beyond
acceptable practices, and included predatory practices such as harassment,
misrepresentation of consequences, threats, and third party pressure to intimidate
borrowers into making payments that often lead to further financial hardship. Respondents
reported being threatened with one or more of the following: being reported to authorities;
being heavily fined; or being forced to sell their land or possessions at a much lower value
than their worth.

The Cambodian government has prohibited officials from involvement in the settlement of
MFI debts. On March 31, 2017, the interior minister instructed sub-national authorities,
including at capital, provincial, municipal, district, khan, commune, sangkat, and village
levels, to inform local authorities that microfinance institutions and private rural credit
operators are privately owned and not state run. The notice barred local authorities from
engaging in activities with private banks that would mislead borrowers into believing that
MFls belong to the state and are not private institutions, microfinance institutions, or

private rural credit operators. It also forbade local authorities from acting as agents,

202 |5 Cambodia, the non-payment of loans is generally a civil matter rather than a criminal offense. The Cambodian Criminal
Code does not explicitly criminalize the failure to repay debts.
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guaranteeing repayment of debts, promoting any microfinance institution, or participating

in confiscating people’s property.203

A credit officer interviewed by Human Rights Watch said that, even after the March 2017
announcement, MFI supervisors continued to instruct officers to establish close
relationships with local authorities, including by giving them non-cash gifts such as cakes
or fruits during holidays, so local authorities would be more likely to help facilitate

settlements in favor of the credit officer and the MFl when customers miss payments. 20«

Human Rights Watch also found that despite the March 2017 announcement, KB Prasac’s
Loan Recovery procedure document from January 2023 sets out a policy for solving non-
performing loans, including intervention from relevant local authorities and requesting
repayment from the borrower’s relatives. 25 Human Rights Watch wrote to KB Prasac about
the document and asked if intervention from local authorities or requesting repayment
from relatives are permissible under Cambodian law. KB Prasac did not reply.

Forced Agreements to Repay Loans

A common tactic of credit officers is to make Indigenous borrowers sign or thumbprint
repayment agreements in Khmer, which they do not understand. Credit officers said the
agreements committed borrowers to pay back the bank within a specified timeframe. After
making borrowers sign or thumbprint the agreements, they took the agreements with
them. In interviews with Human Rights Watch, at least 23 respondents were pressured to
thumbprint an agreement to repay by a certain date, under threat of being reported to local

authorities or receiving heavy fines.

203 See Annex | for notice and unofficial English translation.

204 Hyman Rights Watch interview with Rin Dara, a male credit officer, pseudonym, Phnom Penh, Cambodia, August 24,
2024; Please see Annex | for notice and unofficial translation of notice. Announcement by Ministry of Interior (Mol) on the
subject of private banks and microfinance institutions. On March 31, 2017, the Mol made an announcement to inform sub-
national authorities, including capital, provincial, municipal, district, khan, commune, sangkat, and villages to instruct local
authorities that microfinance institutions and private rural credit operators are privately owned and not state run. The notice
goes on to instruct local authorities to not engage in activities with private banks, microfinance institutions or private rural
credit operators that lead people to misunderstanding that those institutions or operations belong to the state, and for local
authorities not to act as an agent, guarantor for repayment of debts, promote any microfinance institution, or participate in
confiscating people’s property.

205 |bid.
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C. Vathanais an Indigenous Kachock farm laborer. Her husband, V. Sareth, is a farm
laborer and tree logger. The couple said they took out three different loans from Amret
related to farming and eventually combined all three loans into a single fourth loan in
March 2023, despite their being enrolled in ID Poor and unable to read or write in

Khmer.z06

The couple said that when they were late making a payment in August 2023, an Amret
credit officer began regularly visiting to ask about late payments, pressuring the couple to
sell their belongings. C. Vathana said:

[The credit officer] wrote a document and had me thumbprint to agree to pay
the next day. He hand wrote the letter in front of me that moment. He read

the letter [back] to me about my agreement to pay the next day.2e7

K. Channa, a 21-year-old Indigenous Kachock farmer, similarly said she was pressured to
thumbprint a repayment agreement by Amret credit officers:

They [credit officers] forced me to thumbprint the repayment document by
using angry language. | remember replying, “l don’t know what this is, how
can | thumbprintit?” I was all alone at the time and was intimidated and
afraid of them. 208

Scared of the two credit officers yelling at her, she eventually agreed to thumbprint a
document that she did not understand. She said the credit officers did not explain the

letter but said she must pay back the Amret loan by the following day.

The Cambodian MFls that replied to Human Rights Watch—AMK, Amret, LOLC, Mohanokor,
and Woori Bank—all affirmed that they have strict policies in place that prohibit coercive or

threatening conduct by their credit officers and take disciplinary action when necessary.

206 Hyman Rights Watch interview with V. Sareth, an Indigenous Kachok male farm laborer, pseudonym, Ratanakiri,
Cambodia, February 21, 2024.

207 Hyman Rights Watch interview with C. Vathana, an Indigenous Kachok female farm laborer, pseudonym, Ratanakiri,
Cambodia, February 21, 2024.

208 Hman Rights Watch interview with K. Channa, an Indigenous Kachok female farmer, age 21, pseudonym, Ratanakiri,
Cambodia, July 18, 2024.
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They cited training and monitoring of staff among the measures taken to ensure their credit
officers conduct collections professionally and respectfully.2°® Human Rights Watch also
wrote to ACLEDA, Hattha Bank, KB PRASAC, Phillip Bank, and Sathapana, but did not

receive any response.2

Meetings with MFI Officials and Local Authorities

Credit officers often said they would take Indigenous borrowers to meet with local
authorities if they did not repay their loans. Respondents described receiving “invitation
letters,” being shown an invitation letter, or being given an oral invitation to meet authorities
and bank representatives in relation to their late payments, under threat of being reported to
local authorities or receiving heavy fines. Human Rights Watch spoke to 35 Indigenous
borrowers who received such a communication from a credit officer, of whom three went to

meet their MFI and eight met with their local authority.

In most cases documented by Human Rights Watch, borrowers reported that credit officers
told them they would bring the borrowers to local authorities without carrying out the
threat. Rin Kimseng is a 34-year-old Indigenous Kreung farmer who began to struggle to
pay back his loans in April 2023 after his crops failed for the second consecutive year. He
tried collecting trash to earn extra money to make payments on his LOLC loan, but it was
not enough. By July 2023, he was under immense pressure from credit officers—whom he
said sometimes visited his home twice a day—to borrow from informal lenders. LOLC credit
officers said they would file complaints against him with the local commune chief and

urged him to sell his land, which he refused to do.2

Some Indigenous borrowers said they were intimidated on MFI premises. In April 2024, P.
Rithy, a 42-year-old Indigenous Tampuan farmer, went with his wife and their year-old baby
to meet with Sathapana credit officers at the bank. They said bank officials kept them
inside a room and did not allow them to leave for around one hour, as a credit officer
pressured them to find money to repay the loan principal that they owed. The couple tried

to request a restructuring of their loan because their crops had yielded a smaller harvest

209 AMK, Amret, LOLC, Mohanokor, and Woori letters to Human Rights Watch, July 23, July 8, July 10, July 14, July 17, 2025,
respectively.

210 See Appendix 1.

211 Human Rights Watch interview with Rin Kimseng, an Indigenous Kreung male farmer, age 34, pseudonym, Ratanakiri,
Cambodia, February 20, 2024.
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than expected, but they said the credit officer refused and instead pressured them to
borrow from an informal lender or to sell their land to make the repayment. During the

meeting, the couple felt unwell and requested to leave multiple times.22

Credit officers appear to have involved local authorities to ramp up pressure on borrowers,
often after they had already thumb printed an agreement to repay their loans. K. Sothin, a
51-year-old Indigenous Kreung cashew farmer, said he had fallen behind on his payments
after his family lost income due to unprofitable crops and had to pay expensive hospital
fees for his wife who had fallen ill. He said that on December 27, 2022, a Woori credit
officer told him that he needed to meet authorities in the commune hall the next day. At 10
a.m. on December 28, he went to the hall, where he said three bank representatives and

six commune authorities, including the commune chief, were present. He said:

The commune chief asked me, “Why do you pay late? Because you never
paid late before and remember you made a thumbprint to agree to pay.” |
said that | could not find the money due to my failed cashew and casava
crops and that | could also not go to collect trash for extra income because |
needed to care for my sick wife. Then another commune staff suggested
that | needed to sell my land to repay my loan so that there are no more

problems going forward.2

K. Sothin said the commune chief tried to pressure him to thumbprint an agreement letter
to sell his land, but he refused because he saw his land as his only way to make money in
the future. “During the meeting | felt a lot of pressure because authorities do not typically

accept people not doing what they want,” he said.

M. Chantrea, a 35-year-old Indigenous Kreung farmer, said that in January 2023, a credit
officer from Sathapana bank came to his house to demand payment and said that if he did
not pay on time, he would file a complaint against him with local authorities. The credit
officer then took a photo of Chantrea and his home and told him that he must sell his

motorbike and farmland to make payments. He said the credit officer told him, “I will give

212 Hyman Rights Watch interview with Rithy Phan, an Indigenous Tampuan male farmer, age 42, pseudonym, Ratanakiri,
Cambodia, July 17, 2024.

213 Human Rights Watch interview with K. Sothin, an Indigenous Kreung male cashew farmer, age 51, pseudonym, Ratanakiri,
Cambodia, August 8, 2024.
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you one more week. If you do not find money to pay, | will meet you at the commune hall

and file a complaint.”24

Chantrea said that at the time, he believed that MFls could arrest him and his family
because he did not know the law. “Even now that it has been explained to me that | cannot
be arrested for MFI debt, | still worry that | can be arrested because of the constant

threats.”

He said that he thought he could be arrested because of a village meeting in October 2023,
where the village chief said that a car may come to arrest people that cannot pay debt. The
police were present during the meeting, confirming the village chief’s threat as real in the

eyes of the villagers in his community.2

These collection practices by Cambodian MFIs and their credit officers terrified Indigenous

borrowers, causing serious harms and leading to a range of coping mechanisms.

Human Rights Watch asked the Cambodian MFIs named in this report how they ensure that
loan recovery practices by their credit officers do not involve the inclusion of intervention
from local authorities or including borrowers’ relatives for late payment or non-performing
loans. ACLEDA, Hattha Bank, KB PRASAC, Phillip Bank, and Sathapana did not reply to
Human Rights Watch’s letters.26

In their responses to Human Rights Watch, AMK, LOLC, and Mohanokor did not directly
address questions about their staff involving local authorities in loan collection efforts.27
Woori Bank stated that local authorities could become involved in resolving outstanding

loans only in “the serious cases which required ... court action.”28

214 Human Rights Watch interview with M. Chantrea, an Indigenous Kreung male farmer, age 35, pseudonym, Ratanakiri,
Cambodia, February 20, 2024.

215 Human Rights Watch interview with Chantrea Men, an Indigenous Kreung male farmer, age 35, pseudonym, Ratanakiri,
Cambodia, February 20, 2024.

216 5ee Appendix I.
217 AMK, LOLC, and Mohanokor letters to Human Rights Watch, July 23, July 10, July 14, 2025, respectively.
218 Woori letter to Human Rights Watch, July 17, 2025.
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Amret replied that its credit officers are prohibited from “involving local authorities ...
without client initiation.”2 It also indicated that it had investigated at least one case that

allegedly involved local authorities and was reported to them:

In one instance in Kandal province, Amret was publicly accused of dispatching groups of
staff, in collaboration with local authorities, to a client’s residence to enforce loan
repayment. However, after a comprehensive internal review and investigation, we
ascertained that the individual involved was not a client of Amret but a customer of a
different financial institution.22°

In response to Human Rights Watch’s question about efforts to ensure local authorities are
not involved in coercive debt collection practices, NBC replied that prior to the Interior
Ministry’s instructions to local authorities on March 31, 2017, it had issued its own
statements about microfinance institutions being privately owned in February 2017.22* Both
NBC and ABC referred in their letters to workshops held at provincial and district levels on
microfinance, but neither said an objective of these workshops was to ensure that local
authorities did not involve themselves in debt collection and the settlement of overdue
loans.?22

219 Amret letter to Human Rights Watch, September 2, 2025.
220 Amret letter to Human Rights Watch, July 8, 2025.

221 NBC letter to Human Rights Watch, July 11, 2025. “The Ministry of Economy and Finance (MEF) issued a joint statement
with NBC that BFIs are privately-owned institutions, dated 16 February 2017. NBC issued a separate announcement on the
private ownership of BFls, dated 14 February 2017.”

222 NBC and ABC letter to Human Rights Watch, July 11 and August 18, 2025, respectively.
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VI. Harms from Microfinance Loans

Loss of Land and Possessions

Credit officers working for Cambodian MFls and banks have coerced Indigenous borrowers
into using land titles as collateral and then forced premature, extra-legal sales of their land
to ensure repayment of those loans. This pressure and these land sales have undermined
Indigenous communities’ rights, including their cultures, traditions, and means of
subsistence. Forty-six indigenous borrowers interviewed by Human Rights Watch believed

that MFI debt has negatively impacted their communities and culture.

Human Rights Watch interviewed 13 Indigenous borrowers, 8 women and 5 men, who sold
their land to pay back their loans, due to fears of either being reported to authorities,
heavily fined, or forced to sell their land by their MFI at a much lower value than its worth.
Twenty-six borrowers indicated that they have had to sell other possessions such as

motorbikes and furniture due to threats from MFI credit officers.

All 13 land sales documented by Human Rights Watch in Ratanakiri province occurred
outside the legal foreclosure process that is laid out in Cambodian law. Instead, the sales
appear to have been improperly encouraged, pressured, or coerced by a borrower’s credit
officer, often with the participation of non-Indigenous local authorities. Human Rights
Watch reviewed land sale documents that included stamps by the local commune chief.
Interviews with Indigenous borrowers and local civil society organizations indicate that
local authorities are almost always involved in the buying and selling of land in Cambodia

at some stage in the process.2=

The couple Vathana and Sareth, the Kachok Indigenous farmers and day laborers who said
that Amret credit officers had pressured into thumbprinting a letter of agreement to repay

223 Office of the United Nations High Commissioner for Human Rights (OHCHR), “Cultural Land Titles in Cambodia:
Recommendations,” May 2021, https://cambodia.ohchr.org/iplands/wp-content/uploads/2021/05/CLT-
RECOMMENDATION_ENG.pdf (accessed February 27, 2025); Phorn Bopha, “No Consequences for Commune Chiefs Involved
in lllegal Land Sales,” Cambodianess, June 22, 2021, https://cambodianess.com/article/no-consequences-for-commune-
chiefs-involved-in-illegal-land-sales (accessed February 27, 2025). As described in this report and noted in the citations
immediately above, local authorities attend meetings and play a key role in signing off on documents accompanying
applications to the Ministry of Rural Development. Additionally, the community's application must be approved and signed
by the commune chief, district governor, director of the provincial department of rural development, and the provincial
council governor.
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their loans, eventually felt compelled to sell possessions and some of their land. Around the
same time, they said they were first coerced to thumbprint an agreement to repay their loan,
an Amret credit officer had visited Vathana’s mother, who is listed as a guarantor of her loan,
and told her: “If you do not pay, we will take you to the police station.” The family was under
enormous pressure: the couple have four children, their crops were failing, and Sareth had

become very sick earlier that year.

They said that shortly after being made to thumbprint a letter of agreement to repay their
loans, the couple decided to sell a motorbike they had recently purchased for US$800 for
only US$400 to raise the funds to make their late payment. The couple continued to face
pressure and also sold two hectares of land, only receiving immediate payment for one of
those hectares, which amounted to roughly US$1,100. A few days after selling her land,
Vathana transferred roughly US$1,000 to Amret.

In February 2024, the couple was again three days late making their MFI payments, and
credit officers continued to use thumbprinted letters to threaten them. Vathana said:

They read the letters back to us to pressure us to pay. They would tell me
that | would face legal consequences if | did not pay ... that | would have to
go with them to court.... | do not know the law, | just am afraid that | would
be taken to the police station and that | would be pressured to pay the
money. | was worried that | could be put in jail for this.224

Other Indigenous borrowers said they experienced similar methods of intimidation,

including the involvement of local authorities, to pressure them into a forced land sale.

S. Kosal and V. Tola are Jarai Indigenous cashew farmers and small business owners who
used three separate soft land titles—a total of 12 hectares, all of which overlapped with
land in a CLT process—to borrow US$4,000 from Prasac in 2016. After having trouble
making repayments, the couple took a second loan for US$10,000 in 2020 for farming and

to pay off their first loan. They took a third loan and then a fourth loan in 2021 to help

224 Hyman Rights Watch interview with C. Vathana, an Indigenous Kachok female farm laborer, pseudonym, Ratanakiri,
Cambodia, February 21, 2024.
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repay their debts, eventually consolidating all of their Prasac loans into one US$25,000

loan, using a total of eight different soft land titles as collateral.

The couple also has multiple loans with LOLC that they used to make payments on their
previous loans when they first began to fall behind on repayments due to their failing
crops and business. Beginning in 2019, the couple borrowed US$10,000 from LOLC to
open a business to sell general items, using two different soft titles. Their second loan
from LOLC was in 2020, a third loan in 2021, and a fourth LOLC loan in 2022 for a total of
roughly US$20,000.

The couple used to earn roughly US$12 per day selling medical supplies and would make
about US$2,500 per year from farming. But their business began to fail during Covid-19
and their profits from farming also decreased at that time. The couple currently makes only

about US$1,000 per year from their crops.

The couple could not afford their principal payment in May 2023 of US$1,500. They said
credit officers from Prasac and LOLC would visit them four or five times per month to

pressure them to make payments. Kosal said:

| told the credit officer, “When you threaten me and speak to me like that, |
feel weak and | have a heart condition, my arms and legs feel weak and |
get dizzy and | cannot handle the stress.” The credit officer would reply, “If
you have land, sell it. Whatever possessions you have to sell to pay us
back, if you need to borrow from family or sell your land do it so you can

pay us back.”2

Kosal said she found the pressure unbearable:

| was so worried, | thought about killing myself when | heard this. | was also

worried about being shamed in my community and having reputational

225 Human Rights Watch interviews with Kosal Sim and V. Tola, Indigenous Jarai male cashew farmers, pseudonyms,
Ratanakiri, Cambodia, February 21, 2024.
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damage, and making my family look bad. | did not want to bring shame on

me and my family.22¢

Kosal went to borrow money from her husband’s relatives following the credit officers’
threats. But more payments were still required and she said threats from the credit officers

continued when the couple could not make their payments.

Around June 2023, the couple decided to sell four hectares of their land for US$6,000.
After selling this land, they continued to be short on repayments and started to sell their
other possessions. Due to the pressure, the couple sold their car that they used for their

general store business to transport goods.

Borrowers said that even when they told credit officers the impact of threats, the pressure
could be unrelenting. R. Vichea said that in November 2023, she was behind on payments
when a Woori credit officer visited her home with his supervisor to pressure her to sell her
land to make her payments. After repeatedly urging Vichea to sell the land for less than its

value, Vichea told the credit officer that she intended to commit suicide.227 She said:

He replied, “If you want to commit suicide, then go buy the drugs to do it
already.” | was shocked when he said this—he told me this and pointed at
me. | said if he would buy the drugs for me then | would take them right

away.>2?8

Following this conversation, Vichea sold assets to repay the Woori loan, including a hand
tractor, a motorcycle, three wooden beds, a rice thresher, and 20 wood chairs. The credit

officer also arranged buyers for her items, all at below-market prices.

Human Rights Watch wrote to the Cambodian MFls named in this report to confirm whether

their credit officers are involved in sales of land or personal property outside the formal

226 Hyman Rights Watch interviews with S. Kosal and V. Tola, Indigenous Jarai male cashew farmers, pseudonyms,
Ratanakiri, Cambodia, February 21, 2024.

227 Human Rights Watch interview with R. Vichea, an Indigenous Kouy female cashew farmer, age 62, pseudonym,
Ratanakiri, Cambodia, March 6, 2024.

228 Hyman Rights Watch interviews with S. Kosal and V. Tola, Indigenous Jarai male cashew farmers, pseudonyms,
Ratanakiri, Cambodia, February 21, 2024.
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legal foreclosure process.229 Of the five MFIs that responded, two addressed this issue in

their replies.
AMK wrote that:

In the event of a loan default, AMK strictly adheres to Cambodian legal
framework governing the sale of collateral. Credit officers do not engage in
informal asset repossession or sale outside the judicial process; their role
is limited to assisting borrower in legally facilitating the deposition of

collateralized asset when necessary.23°
Woori Bank wrote that:

Woori Bank (Cambodia) Plc. didn't have any policy to govern the sale of
customer’s land or asset used as collateral as it’s under the right of
customer. So, Credit Officer and/or relevant staff are not allowed to involve

in these activities.23t

Impacts on Income and Food Consumption

Indigenous borrowers have had to sell land and other assets important to earning an
income to repay their loan. Forced sales of valuable and productive assets are short-term
financial decisions that significantly impact affected peoples’ rights, especially their
ability to obtain food. More than 5o Indigenous borrowers interviewed by Human Rights
Watch indicated they have spent less on food than they did before taking MFI loans due to
pressure to repay their microfinance debts. In focus groups and individual interviews with
civil society groups, borrowers said they frequently eat less food now because they need to

save money to repay their debts.22

229 See Annex VIII.
230 AMK letter to Human Rights Watch, July 23, 2025.
231 Woori Bank letter to Human Rights Watch, July 17, 2025.

232 Equitable Cambodia and LICADHO, “Right to Relief: Indebted Land Communities Speak Out”, Phnom Penh: Equitable
Cambodia and LICADHO, 2021, https://www.mficambodia.com/ (accessed February 26, 2025). Members from all 14
communities we interviewed for this report reported reducing their food consumption to repay debts.
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C. Vathana said, “Before we could spend up to 5,000 to 10,000 riel per day on food — now we

don’t buy food at all, we just eat the fruits and vegetables that grow around our home.”233

S. Narin said:

Before the MFI loans, | was able to eat and buy food regularly, now | hardly
buy meat or other food from outside. | will go find fruits and vegetables in
nature now instead of buying food, even buying vegetables is expensive if
you buy from outside. My family has seven people — in a week we would
pay around 10,000 to 15,000 riel [and] we were able to eat meat and rice
and vegetables, and now we eat much simpler ... because we are trying to
pay off the MFI loan. 234

For Vichea, the forced sales of her assets, including land, have been catastrophic. She said
she has no money for food and is under constant pressure to repay her loans. She thinks

about committing suicide. She described her current situation:

Before | had farmland, | had a way to make a living, and my life was not this
hard. But now that | do not have land or a way to make a living, | am
stressed | do not have a way to earn money. Even when | have food | do not
want to eat. | feel like people look down on me and talk down to me
because of my situation, because | am Kouy Indigenous, and they say that |
am stupid. | feel like everyone hates me. | have sold everything now. | only
met NGOs who explained to me my rights after | had already been

pressured to sell everything | have.23s

Vichea does not eat at all some days and cannot find water to drink on a regular basis. Due
to increasingly frequent droughts, her community needs equipment to dig wells to find
water to drink now.

233 Human Rights Watch interview with C. Vathana, an Indigenous Kachok female farm laborer, pseudonym, Ratanakiri,
Cambodia, February 21, 2024.

234 Human Rights Watch interview with S. Narin, an Indigenous Jarai male farmer, age 40, pseudonym, Ratanakiri, Cambodia,
March 1, 2024.

235 Human Rights Watch interview with R. Vichea, an Indigenous Kouy female cashew farmer, age 62, pseudonym,
Ratanakiri, Cambodia, March 6, 2024.
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Before when we had land, we could ... eat enough at the very least. But
when they came and forced us to sell everything and leave us with nothing
to make a living, what are we to do now? | have no land and no possessions

or money [for food] to eat, and now we don’t even have water to drink.23¢

Other Indigenous borrowers described similar effects of selling their land under pressure
from MFI credit officers. Unable to continue farming their own land, either due to a land
sale or a series of failed harvests, some Indigenous people have become day laborers to

pay back their loans.

The Indigenous farmer M. Sovathya from Mondulkiri said she was under pressure from
both private lenders and Prasac credit officers, who were threatening to report her to
authorities or the courts if she did not make her payments. In 2024, she decided to put all
three of her land titles—soft titles to two plots of farmland and the land where her home
sits—as collateral for a new loan of US$10,000 from Woori, which she planned to use to

pay off her previous loans.237

Although her farm was no longer yielding profits, Sovathya resisted pressure from credit
officers to sell the land. She and her husband instead moved in February 2023 to live and
work on a rubber plantation. The couple makes a combined US$200 to $600 per month
depending on how much work is available. They make monthly payments of roughly
US$400 for their MFl and informal loans. When they are short on money for their
repayments, they borrow from informal lenders to make up the difference, driving them
further into debt.238

Vathana Chheang and Sareth Vorn said that Amret credit officers continue to pressure them
for payments they are unable to make even after they sold some of their land. The couple
continues to maintain a farm with their remaining land, but the harvests have not been
profitable enough for them to make their monthly MFl payments on time. The couple now
also both work as day laborers. Sareth works as a hired farm hand and sometimes as a tree

logger and can make US$200 per month when work is intermittent, and up to US$600 per

236 |bid.

237 Human Rights Watch interview with M. Sovathya, an Indigenous Bunong female farmer, pseudonym, Mondulkiri,
Cambodia, May 13, 2024.

238 |bid.
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month if he can work every day, which is very rare. Vathana makes roughly US$5 to $8 per
day working on a farm. The family’s debt has caused tensions in their marriage and they
have had to decrease their spending on food. As Vathana said, “We used to spend up to
US$2.50 per day on food as a family, now we don’t buy food at all, we just eat the fruits and

vegetables that grow around our home.”239

Impact on Education

Indigenous children from families who are overindebted have had their right to education
curtailed, among other harms. Human Rights Watch documented 10 cases of children
dropping out of school to help their parents pay their MFI debt, or because their parents’
indebtedness made school fees and related costs unaffordable. Other children were still
able to attend school, but experienced frequent interruptions to their education when they

had to work intermittently to help their parents repay their MFI debt.

People interviewed said that the fees and additional costs related to sending their children
to schools far away from their homes made educating their children difficult. The
additional burden of MFI debts was a compounding factor that led to their children
dropping out of school either partially or fully.

Vichea now relies on her children to help her because without her land she no longer has a
way of earning money for her basic needs. Her 17-year-old daughter is working to help
repay the debts. She dropped out of school at 15, shortly after Vichea sold the motorbike
that her daughter used to travel to the school to repay debts. The impact on her children is
Vichea’s biggest regret: “They were studying and now they have left school because of my
debt to help me, and now they have no future or jobs or any prospects for the future

without an education.” 24

Other parents said that they regretted the impact their debt has had on their children. P.
Rithy, a 42-year-old Indigenous Tampuan farmer, said his son decided to leave school in
2023 at age 15 to help the family repay their loans. His son said he would stop going to

239 Human Rights Watch interview with C. Vathana, an Indigenous Kachok female farm laborer, pseudonym, Ratanakiri,
Cambodia, February 21, 2024.

240 Human Rights Watch interview with R. Vichea, an Indigenous Kouy female cashew farmer, age 62, pseudonym,
Ratanakiri, Cambodia, March 6, 2024.
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school because he saw his father suffering and worried the family would lose their land if
they did not pay their debts. “It was difficult for me to hear my son say this because | could
not find a solution.... It is a waste that he has to leave school because of this situation,”
Rithy said. 24

N. Rathana, a 38-year-old Indigenous Kreung woman, had similar regrets about the
family’s debt burden and its impact on her children’s education. Two of her three children
had to drop out of school—at ages 12 and 16—to work at a nearby restaurant as service
staff.242 “Before | was able to support them, but now | cannot and they have to work to pay

for things and to take care of themselves,” she said.24

Some Indigenous people said they dropped out not only because they felt obliged to work,
but also because their school fees and related costs were an additional burden for their
parents. Cambodian law guarantees only nine years of tuition-free public education, with
pre-primary and upper secondary education not guaranteed to be tuition free. Sopheak
Rith, a 22-year-old Indigenous Kouy farmer, dropped out of school at age 17 when his
family could no longer afford school fees with their mounting MFI debts. Teachers at public
schools in the area all offer an extra hour of teaching called “rean kous” [private tutoring]
from 11 a.m. to noon for a fee. Without attending that extra hour, Sopheak knew he would

not succeed in his exams but the cost was too much:

My school charged [15,000] riel [US$3.75] per subject per month for the
extra teaching sessions, so that was over [40,000] riel [US$10] per month.

We also had to pay for food and travel — the school was more than 10

241 Human Rights Watch interview with Rithy Phan, an Indigenous Tampuan male farmer, age 42, pseudonym, Ratanakiri,
Cambodia, July 17, 2024.

242 Cambodian League for the Promotion and Defense of Human Rights (LICADHO), Debt Threats: Microfinance, Human
Rights, and Child Labor in Cambodia, March 2023, p. 21, https://www.licadho-
cambodia.org/reports/files/242Debt_Threats_MFI_Report_2023_EN.pdf (accessed on June 16, 2025). Debt Threats found
that 51 out of 1,156 children in their survey were currently working to help repay MFI/bank loan (their ages ranged from 10-17),
International Finance Corporation (IFC) Compliance Advisor Ombudsman (CAQ), Compliance Appraisal: IFC Investment in a
Financial Intermediary in Cambodia (Fl-o4), October 28, 2022, p. 8., https://www.cao-
ombudsman.org/sites/default/files/downloads/CAO%20Compliance%20Appraisal-Cambodia%20Flo4%20-
FINAL-%28For%2opublication%29-ENG_o.pdf (accessed on June 16, 2025). Under “Preliminary Indications of Harm” in the
category of “Impacts on Families”: "Data from the International Labor Organization (ILO) and the International Organization
for Migration (IOM) supports the plausibility of the complainants’ allegation that debts are linked to child labor and
migration in Cambodia."

243 Hyman Rights Watch interview with Rathana Noun, an Indigenous Kreung female, age 38, pseudonym, Ratanakiri,
Cambodia, February 20, 2024.
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kilometers away from my home, so | needed to live with a villager for most

of the week, which was also expensive for us.24

Sopheak had hoped to become a teacher to educate Indigenous children in his village
because he had experienced discrimination and bullying from non-Indigenous students at
the school he had attended outside their community. He is now a farmer and has had

loans with Prasac since 2023.

V. Sarin, a 25-year-old Indigenous Kachock, was also trapped in a cycle of indebtedness
like his parents after he dropped out of school at age 17 before completing secondary
school, to work on his parent’s cashew and casava farm. As the oldest child, he felt he

needed to help his parents.

“I miss school, | miss studying,” he said. “If my parents did not borrow, | would have never
stopped attending school. We could always find ways to get by before on our own but the
debt forced them to work in a way that they could not pay back what they owed. | still worry

about my parents and am nervous that they have debt, and now | have MFI debt too.” 245

Debt Suicides

In interviews with Indigenous borrowers, Human Rights Watch identified four debt-driven
suicides and two cases of attempted suicides. Twelve other respondents said they had
experienced suicidal ideation due to their over-indebtedness. Cambodian media and civil
society groups have also reported suicides in the context of microfinance over-
indebtedness.24 Research from other countries also has shown microfinance debt leading

to suicides.z247

244 Human Rights Watch interview with R. Sopheak, an Indigenous Kouy male farmer, age 22, pseudonym, Ratanakiri,
Cambodia, March 28, 2024.

245 Human Rights Watch interview with V. Sarin, an Indigenous Kachok male, age 25, pseudonym, Ratanakiri, Cambodia,
March 22, 2024.

246 Khouth Sophak Chakrya, “Suicide Takes Lives of 873 Year-to-Date: National Police,” The Phnom Penh Post, December 21,
2022, https://www.phnompenhpost.com/national/suicide-takes-lives-873-year-date-national-police (accessed February 26,
2025).

247 Soutik Biswas, “India’s Micro-Finance Suicide Epidemic,” BBC News, December 16, 2010,
https://www.bbc.com/news/world-south-asia-11997571 (accessed February 26, 2025); United Nations Human Rights
Council, “Private Debt and Human Rights: Report of the Independent Expert on the Effects of Foreign Debt and Other Related
International Financial Obligations of States on the Full Enjoyment of Human Rights, Particularly Economic, Social and
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L. Sokchea’s daughters, her husband, her neighbor, and her son-in-law described her
death by suicide following months of pressure from Hattha credit officers to repay her

loans.

In June 2022, Sokchea borrowed US$4,000 from Hattha to buy pigs to raise and land for
farming, with an interest rate of 1.45 percent per month. In October 2022, she again
borrowed from Hattha, this time for US$6,000, rolling her previous debt into her new
Hattha loan with an effective interest rate of 1.29 percent per month. Sokchea, an
Indigenous Kouy woman, used a title for the land she had been living on since 2002 as

collateral.

The pig and farming business was not profitable enough to make her interest and principal
repayments. The pressure on Sokchea mounted in January 2024. Her neighbor and friend
Sreyla Phan said that credit officers from Hattha came to Sokchea’s home asking for
money and pressuring her. Sreyla saw Sokchea walking around her village asking to
borrow money, but no one lent to her.248 Sokchea’s daughter Rathana said that a Hattha
credit officer had also visited the home around January 20, 2024 requesting repayment of

the loan.24

On January 25, a Hattha credit officer came to deliver a letter from the bank requesting
Sokchea “to discuss the case of failure to comply with the loan agreement with interest,
mortgage establishment contract and guarantee contract to meet with Hattha bank on
January 27, 2024 at 1:00 p.m.”25° Sokchea was not home at the time, but the credit officer
spoke to Rathana and told her that if Sokchea failed to pay by the next morning, Hattha

would file a complaint letter at the commune hall.

When Sokchea arrived home that evening and learned of the letter and threat, she seemed

very worried and withdrawn, Rathana recalled. She went on foot to visit neighbors and

Cultural Rights,” A/HRC/43/45, March 11, 2020, p. 1, para. 33, https://undocs.org/en/A/HRC/43/45 (accessed February 26,
2025).

248 Human Rights Watch interview with P. Sreyla, an Indigenous Kouy female farmer, pseudonym, Ratanakiri, Cambodia,
March 8, 2024.

249 Human Rights Watch interview with L. Rathana, an Indigenous Kouy female farmer, pseudonym, Ratanakiri, Cambodia,
December 6, 2024.

259 | etter on file with Human Rights Watch.
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relatives to try to borrow money, but was unable to find anyone to lend to her. Later that
night, Sokchea told her husband, who normally went each morning to work on their farm
about 10 kilometers away, “You have to stay home, [the bank] invited me to the police
station.” She was last seen walking away from the house towards her farm. Early the next

morning her family found her body hanging from a tree.

Sokchea’s neighbor said Sokchea had been afraid of authorities since 2012, when she had
been arrested by the police after she and a friend had been unable to repay their joint
loan. An informal lender had filed a complaint with local authorities, prompting the police
to detain her for one night before releasing her. The neighbor said: “[Sokchea] killed
herself because of the money she owed that she could not pay—she kept telling me that
she was afraid of being taken to the commune office. | know that she was very afraid of the

letter that she received from the credit officer before her suicide.”25:

Another of Sokchea’s daughters said that three days after Sokchea’s suicide, the same
credit officer who had delivered the letter came to the house and said to her: “If | knew that
by giving the letter, she would kill herself, | wouldn’t have done it. It was not necessary. Do
you blame me that she killed herself because of the letter?” The daughter said the credit
officer said the family had misunderstood the letter and denied telling them that Sokchea

had to come to the office.

The family said that Hattha credit officers have continued to contact the family about their
mother’s outstanding debt.

Other Indigenous families said that after a debt-driven suicide, they continue to face
pressure to repay MFI loans. The pressure compounds the harms already suffered by

surviving family members.

S. Leakhena’s husband, Kiry Vann, died by suicide in March 2023 after the family fell into a
spiral of borrowing and missed payments. Leakhena, a 61-year-old Tampuan Indigenous
farmer, said she first heard of MFl loans around 2010 when credit officers came to her

village to attract new borrowers. Leakhena did not know the value of her land but a credit

251 Human Rights Watch interview with P. Sreyla, an Indigenous Kouy female farmer, pseudonym, Ratanakiri, Cambodia,
March 8, 2024.
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officer who assessed the value told her how much she and Kiry could borrow if they used

the land as collateral.

The couple first borrowed about US$1,500 from Sathapana in 2019 for farming-related
costs, followed by additional loans from Prasac and ACLEDA. In May 2021, the couple
decided to combine all of their existing loans to borrow US$8,000 from Sathapana,
believing that if they did not continue to borrow and roll over their debts, they would be
forced to sell their land, where they had lived since 1998. They said they were under
constant pressure from credit officers to sell their land to make their overdue payments,

but had refused to do so.

The couple continued to fall behind on payments due to failed harvests. Leakhena recalled
her husband becoming increasingly overwhelmed by their over-indebtedness in early
2023. During these months, every day Kiry would say things like “[We have] too much debt,
less income, have to buy this, buy that, have to pay interest every month, there is no
money to pay our debts.” Leakhena said Sathapana credit officers were visiting their home
two to three times per week and calling every day when they were late on their

payments.252

On March 21, 2023, Leakhena found her husband hanging in their farmhouse in an
apparent suicide. “l believe my husband killed himself because of our MFI debt,” she said.
“He did not worry about anything else other than the money we owed. He would complain
everyday about how much debt we have. | have regrets that he did not tell me more about

how he was feeling.”2s3

Leakhena said that following her husband’s death, Sathapana credit officers continued to
visit the family to ask for payment and pressure her to sell the land. The couple’s 17-year-
old daughter decided to drop out of school to help her mother pay off their debts by
working at a rubber plantation. Leakhena eventually took out a high-interest loan from a
private informal lender, at the urging of Sathapana credit officers, who promised that if she

used that loan to make her formal loan repayments, Sathapana would issue a new loan,

252 Hyman Rights Watch interview with S. Leakhena, an Indigenous Tampuan female farmer, age 61, pseudonym, Ratanakiri,
Cambodia, February 20, 2024.

253 Human Rights Watch interview with S. Leakhena, an Indigenous Tampuan female farmer, age 61, pseudonym, Ratanakiri,
Cambodia, February 20, 2024.
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allowing the family to quickly pay off the informal lender. Believing this arrangement would
avoid a forced land sale, Leakhena agreed and borrowed money from an informal lender to
pay Sathapana. However, she said that following her repayment to the bank, the credit

officer refused to give them the new loan, leaving the family with a large informal loan that

they cannot repay. Leakhena continues to resist pressure to sell the land.

D. Vathana and his wife, M. Sreyleak, are Indigenous Kachock farmers whose cashew
crops failed in 2023. At the time, they had consolidated their loans and owed US$4,000 to
LOLC, with their cashew farmland soft titles as collateral. The poor harvest meant they

were late in their MFI payments to LOLC.

Vathana said that credit officers began to pressure the couple beginning March 2024,
visiting their home three times a week and sometimes multiple times per day: at 9 a.m.,
noon, and again in the afternoon. Vathana was also sick at that time with stomach and
heart issues, a constant fever, and low energy. “l was feeling pressure to sell my land from
the credit officer who told me that | would be fined for being late and that they would
increase my interest rate and blacklist me from borrowing more in the future,” he said.

“The illness and the constant pressure from the debt made me want to kill myself.”2s4

Sreyleak said that on March 21, 2024, she found her husband attempting to hang himself:

| screamed when | saw that he had tried to hang himself, | called for help,
and it was my cousin-in-law who came to help cut the rope that my
husband used.... | now stay by my husband’s side every day out of fear he
would try this again because we are still under pressure to pay back our

loans.

Following the attempted suicide, Vathana’s younger brother sold a portion of his land to
help pay back US$2,000 of the couple’s debt to LOLC. They still owe US$2,000 on their

loan.zs5

254 Human Rights Watch interviews with D. Vathana and M. Sreyleak, Indigenous Kachok male and female farmers
pseudonyms, Ratanakiri, Cambodia, July 17, 2024.

255 Human Rights Watch interviews with Vathana Dara and Sreyleak Moni, Indigenous Kachok male and female farmers
pseudonyms, Ratanakiri, Cambodia, July 17, 2024.
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LOLC also replied to questions about what measures or procedures are taken following a
debt-suicide case, writing that “deaths resulting from suicide fall outside the conditions of
insurance coverage” that would otherwise be applied to settle a loan balance in the event
of a borrower’s death or permanent disability. In such cases, LOLC “undertakes a
compassionate, case-by-case review.” LOLC also said that it “make[s] every effort to
identify clients in distress and to respond with empathy and flexibility—including
considering repayment rescheduling and, where appropriate, restructuring loans to match

the client’s cash flow.”
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VIl. Cambodian and Foreign Lenders’ Human Rights
Obligations and Responsibilities

As detailed above, microfinance operations in Cambodia are contributing to violations of
human rights of borrowers from Indigenous communities.

While governments have the obligation to respect, protect, and fulfill human rights under
international law, businesses also have internationally recognized responsibilities
regarding human rights, including a responsibility not to cause, contribute to, or become
complicit in actual or potential adverse human rights impacts, and ensure that any abuses

that occur despite these efforts are adequately remedied.

The UN Committee on Economic, Social and Cultural Rights, the international expert body
charged with monitoring compliance with the ICESCR, notes that international financial
institutions (IFls) “are obligated to comply with human rights.”25¢ In discharging their duty
to comply with human rights under international law, IFls are exercising the powers that
have been delegated to them by their member states to refrain from adopting measures

that would result in human rights violations.257

The ICESCR also obligates member states, where needed, to facilitate “international
assistance and coordination” to protect economic, social, and cultural rights. Particularly
in situations of economic crisis, humanitarian aid and debt relief, technical cooperation,
and concerted international action are often critical to enabling governments to

adequately respond to protect rights under the covenant.2s8

UN Guiding Principles on Business and Human Rights

Under international human rights law, states have obligations with respect to the conduct

of business operations, including microfinance loans. As outlined under the UN Guiding

256 UN Committee on Economic, Social and Cultural Rights, “Public debt, austerity measures and the International Covenant
on Economic, Social and Cultural Rights,” statement, U.N. Doc. E/C. 12/2016/1 (2016), para. 7.

257 Human Rights Watch, “4 Bandage, Not a Bullet Wound: IMF Social Spending Floors and the COVID-19 Pandemic,”
September 25, 2023, https://www.hrw.org/report/2023/09/25/bandage-bullet-wound/imf-social-spending-floors-and-
covid-19-pandemic#_ftn360 (accessed May 8, 2025).

258 |bid.
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Principles on Business and Human Rights, private investors in MFls and banks offering
microfinance loans have certain responsibilities. Both state and private actors need to
periodically conduct human rights due diligence to identify human rights risks associated
with their operations, take effective steps to prevent or mitigate those risks, and ensure
that the victims of any abuses have access to remedies.z9 Under the Guiding Principles,
companies specifically have a responsibility to “avoid causing or contributing to adverse
human rights impacts through their own activities,” as well as to “seek to prevent or
mitigate adverse human rights impacts that are directly linked to their operations,
products or services by their business relationships, even if they have not contributed to

those impacts.”26e

The responsibility to respect human rights means that these organizations should have
“policies and processes appropriate to their size and circumstances” to do the following:

e Avoid causing or contributing to adverse human rights impacts through their own
activities (both actions and omissions), and to address such impacts when they
occur.26

e Prevent or mitigate adverse human rights impacts that are directly linked to their
operations, products or services by their relationships, even if they have not
contributed to those impacts.262

e “Enable the remediation of any adverse human rights impacts they cause orto
which they contribute” and use their business leverage to do s0.263

e “Establish or participate in effective operational-level grievance mechanisms for
individuals and communities who may be adversely impacted.”2¢4 Such grievance
mechanisms “support the identification of adverse human rights impacts as part of

an enterprise’s ongoing human rights due diligence” and are effective.265

259 Office of the High Commissioner for Human Rights, Guiding Principles on Business and Human Rights: Implementing the
United Nations ‘Protect, Respect and Remedy’ Framework.” The UN Human Rights Council endorsed the Guiding Principles in
resolution 17/4 of June 16, 2011: UN Human Rights Council, “Human Rights and Transnational Corporations and Other
Business Enterprises,” Resolution 17/4, A/HRC/17/L.17/Rev.1; UN Human Rights Council, “Mandate of the Special
Representative of the Secretary-General on the Issue of Human Rights and Transnational Corporations and Other Business
Enterprises,” Resolution 8/7, A/HRC/RES/8/7.

260 |hid.

261 |hid., principle 13 and commentary.

262 |bid,

263 |bid., principle 15.

264 |bid., principle 29.

265 |hid., commentary on principle 29; principles 30 and 31.
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e “Communicate externally... particularly when concerns are raised on behalf of
affected populations,” and “provide information that is sufficient to evaluate the

adequacy of the enterprise’s response.” 266

IFC Sustainability Policy’s Areas of Alignment with UN Guiding Principles

The International Finance Corporation’s Environmental and Social (E&S) Requirements
broadly align with the UN Guiding Principles, as both aim to promote responsible business
conduct concerning human rights.2¢7 However, independent international experts and
human rights organizations have criticized the IFC in Cambodia and elsewhere of failing to

address harms incurred by its projects.268

The IFC recognizes that the IFC itself and its clients have a responsibility to respect human
rights and to prevent and minimize rights abuses.269 The IFC's Sustainability Policy states
that the:

IFC recognizes the responsibility of business to respect human rights,
independently of the state duties to respect, protect, and fulfill human
rights. This responsibility means to avoid infringing on the human rights of
others and to address adverse human rights impacts business may cause
or contribute to. Meeting this responsibility also means creating access to
an effective grievance mechanism that can facilitate early indication of, and
prompt remediation of various project-related grievances. IFC’s

Performance Standards support this responsibility of the private sector.”z27

266 |pid., principle 21.

267 International Finance Corporation (IFC), Performance Standards on Environmental and Social Sustainability, January 1,
2012, https://www.ifc.org/content/dam/ifc/doc/mgrt/ifc-performance-standards.pdf (accessed February 28, 2025); IFC, “UN
Guiding Principles on Business and Human Rights and IFC Sustainability

Framework, *https:/ /www.ifc.org/content/dam/ifc/doc/mgrt/ungpsandifc-sf-draft.pdf (accessed February 27, 2025).

268 Human Rights Watch, “World Bank Group Failing at Remedjes for Project Abuses,” August 24,

2020, https://www.hrw.org/news/2020/08/24/world-bank-group-failing-remedies-project-abuses.

269 |nternational Finance Corporation (IFC), “The International Bill of Human Rights and IFC Sustainability

Framework, January 1, 2012, https://www.ifc.org/content/dam/ifc/doc/mgrt/ibhr-and-ifc-policies-ps-draft.pdf (accessed
February 27, 2025).

279 International Finance Corporation (IFC), Policy on Environmental and Social Sustainability, January 1, 2012, p.

3, https://www.ifc.org/content/dam/ifc/doc/2023/ifc-policy-on-environmental-and-social-sustainability-2012-en.pdf
(accessed May 8, 2025).
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In accordance with the Sustainability Policy, IFC clients are responsible for implementing
the seven Performance Standards, while the IFC provides oversight and should take
corrective action to ensure compliance by clients with the standards.27: Under Performance
Standard 1, IFC clients are required to establish and maintain an Environmental and Social
Management System that is “appropriate to the nature and scale of the project and
commensurate with the level of its environmental and social risks and impacts.”272 But
there is no requirement for IFC clients to conduct comprehensive human rights due
diligence.273 In contrast, the UN Guiding Principles outline a comprehensive human rights
due diligence process, which includes assessing human rights impacts, acting upon the

findings, tracking responses, and communicating how impacts are addressed.z274

Another core component of the Guiding Principles is the responsibility of businesses to
provide access to an effective remedy.275 In 2020, an external review of the World Bank
Group’s private funding institutions, including the IFC, found that these institutions had
taken inadequate action in response to social and environmental abuses caused by their
projects, leaving victims without remedies.2¢ Despite the admission of the IFC and the

271 International Finance Corporation (IFC), Policy on Environmental and Social Sustainability, January 1, 2012, pp. 5—

6, https://www.ifc.org/content/dam/ifc/doc/2023/ifc-policy-on-environmental-and-social-sustainability-2012-en.pdf
(accessed February 28, 2025). The policy states that “IFC’s agreements pertaining to the financing of clients’ activities
include specific provisions with which clients undertake to comply. These include complying with the applicable
requirements of the Performance Standards... and supervision visits by IFC staff or representatives.” It further provides that
“if the client fails to comply with its environmental and social commitments... [FC will work with the client to bring it back into
compliance, and if the client fails to reestablish compliance, IFC will exercise its rights and remedies, as appropriate.”

272 [FC, “Performance Standard 1: Assessment and Management of Environmental and Social Risks and Impacts,”)anuary 1,
2012, https://www.ifc.org/content/dam/ifc/doc/mgrt/ifc-performance-standards.pdf (accessed February 27, 2025).

273 International Finance Corporation (IFC), Performance Standards on Environmental and Social Sustainability, January 1,
2012, p. 2, https://www.ifc.org/content/dam/ifc/doc/mgrt/ifc-performance-standards.pdf (accessed February 28, 2025).
Performance Standards do not explicitly mandate comprehensive human rights due diligence, though the IFC acknowledges
that specific human rights due diligence may be appropriate. Footnote 12, p. 8, of Performance Standard 1 states: “In limited
high-risk circumstances, it may be appropriate for the client to complement its environmental and social risks and impacts
identification process with specific human rights due diligence."

274 United Nations Development Programme (UNDP), “Human Rights Due Diligence: An Interpretive Guide,” September 2021,
https://www.undp.org/sites/g/files/zskgke326/files/2022-10/HRDD%2o0lnterpretive%20Guide_ENG_Sep%202021.pdf
(accessed February 27, 2025).

275 United Nations, “Guiding Principles on Business and Human Rights: Implementing the United Nations ‘Protect, Respect
and Remedy’ Framework, ” 2011,

https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf (accessed February 27, 2025); Office
of the United Nations High Commissioner for Human Rights (OHCHR), “The Corporate Responsibility to Respect Human
Rights: An Interpretive Guide,” 2012,
https://www.ohchr.org/sites/default/files/Documents/Publications/HR.PUB.12.2_En.pdf (accessed February 27, 2025).

276 World Bank, “External Review of IFC/MIGA Environmental and Social Accountability,”
https://www.worldbank.org/en/about/leadership/brief/external-review-of-ifc-miga-es-accountability (accessed February
28, 2025).
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Multilateral Investment Guarantee Agency that they “can do more to facilitate and support
remedial actions to address adverse E&S impacts that may occur in the projects they
support, their efforts to develop an “Approach to Remedial Action” policy has been widely
criticized by stakeholders during its public consultation process as insufficient.277
Stakeholders have highlighted the lack of details on types of remedies, failure to address
financing of remedies, lack of remedies after project are complete, and lack of remedies for
past harms.278

277 International Finance Corporation (IFC), /FC/MIGA Approach to Remedial Action, October 31, 2022,
https://www.ifc.org/content/dam/ifc/doc/2023/ifc-miga-proposed-approach-remedial-action-en.pdf; and

IFC, “Consultation on the Proposed IFC/MIGA Approach to Remedial Action, ” February 21 — April 20,

2023, https://www.ifc.org/en/about/accountability/consultation-on-the-proposed-ifc-miga-approach-to-remedial-

action (both accessed February 28, 2025).

278 Center for International Environmental Law (CIEL) et al., “Joint CSO Statement Calls on IFC and MIGA to Strengthen its New
Approach to Remedial Action Policy,” March 2023, https://www.ciel.org/news/joint-cso-statement-calls-on-ifc-and-miga-to-
strengthen-its-new-approach-to-remedial-action-policy/ (accessed February 28, 2025).
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VIII. Domestic and International Standards Applicable to
Indigenous Peoples and Microfinance in Cambodia

Cambodian Law and Policies

Cambodia has adopted laws and policies to address Indigenous land rights and regulate
MFls, but they have proven inadequate. The implementation and enforcement of these
laws have been largely ineffective at reducing over-indebtedness and land dispossession,
particularly among Indigenous communities. There is an urgent need for more meaningful
regulatory oversight and support mechanisms to Indigenous communities to ensure that

Indigenous rights are protected.

2001 Land Law and 2009 Sub-Decree

Throughout Cambodia’s history, smallholders under the authority of village chiefs, or
elders in the case of Indigenous communities, would clear forested areas for subsistence
and semi-subsistence purposes.279 In 2001, as Cambodia emerged from three decades of
armed conflict, crimes against humanity, and genocide that caused mass internal

displacement, a Land Law was instituted to formalize land tenure relations.

The 2001 Land Law sets out a system of land classification and land ownership rights,
eight years after the 1993 Constitution of the Kingdom of Cambodia first recognized the
right to private property. The Land Law nullified all claims to land prior to 1979 — the year

that the Khmer Rouge regime was deposed by the Vietnamese armed forces. 280

279 Jeremy lronside, “Thinking Outside the Fence: Exploring Culture/Land Relationships: A Case Study of Ratanakiri Province,
Cambodia” (Ph.D. diss., University of Otago, Dunedin, New Zealand,

2012), https://www.academia.edu/47124083/Thinking_Outside_the_Fence_Exploring_Culture_Land_Relationships_A_Case
_Study_of_Ratanakiri_Province_Cambodia (accessed February 26, 2025); Jean-Christophe Diepart and Thol Sem, “The
Cambodian Peasantry and the Formalisation of Land Rights: Historical Overview and Current Issues,”Research series,

2018, https://orbi.uliege.be/bitstream/2268/230837/1/DIEPART-SEM_2018_Land-Rights-Formalisation_FINAL.docx.pdf
(accessed February 26, 2025).

280 Kingdom of Cambodia, “.and Law, ”2001, art. 7, http://extwprlegsi.fao.org/docs/pdf/cam27478.pdf (accessed February
26, 2025).
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Cambodia’s 2001 Land Law entitles all Cambodians to occupy, use, and sell

land.28: Cambodians who have occupied land peacefully and without force for five years
are entitled to request a title of ownership.282

The 2001 Land Law introduced provisions by which Indigenous communities can gain legal
collective title over land. Individuals who meet the “ethnic, cultural and social criteria of
an indigenous community”—a vague definition—are eligible for registration, and lands

where they “carry out traditional agriculture” are eligible for a communal title.283

Cambodia’s Land Law defines “original minority nationalities” (zem#ftsmsés) as a “group of

people that resides in the territory of the Kingdom of Cambodia whose members manifest
ethnic, social, cultural, and economic unity and who practice a traditional lifestyle, and
who cultivate the lands in their possession according to customary rules of collective
use.”284 The Land Law protects the rights of Indigenous communities to traditional lands
even when they are yet to be registered.28s

Sub-decree No. 83, issued in 2009, aims “to provide indigenous communities with legal
rights over land tenure, to ensure land tenure security, and to protect collective ownership
by preserving the identity, culture, good custom and tradition of each indigenous
community.”286 Crucially, it establishes that Indigenous communities may obtain collective
land titles, instead of titles to individual parcels of land, that include residential land,
farmland, spiritual forests, and burial sites.287 The specific processes by which such

281 Kingdom of Cambodia, “.and Law, ”August 13, 2001, art. 17,
http://www.sithi.org/admin/upload/law/Land%2o0lLaw.ENG.pdf (accessed February 26, 2025).

282 Cambodia Land Law, art. 30.

283 Cambodia Land Law, arts. 24 & 25.

284 Cambodia Land Law, art. 23.

285 Cambodia Land Law, art, 23, United Nations Development Programme (UNDP), “4 Case Study of Indigenous Traditional
Legal Systems and Conflict Resolution in Rattanakiri and Mondulkiri Provinces, Cambodia,”
https://www.ohchr.org/sites/default/files/lib-
docs/HRBodies/UPR/Documents/Session6/KH/UNCT_KHM_UPRS06_2009_documents.pdf (accessed February 26, 2025);
Mark Grimsditch et al., “Access to Land Title in Cambodia: A Study of Systematic Land Registration in Three Cambodian
Provinces and the Capital,” The NGO Forum on Cambodia, November 2012,
https://data.opendevelopmentcambodia.net/en/library_record/access-to-land-title-in-cambodia-a-study-of-systematic-
land-registration-in-three-cambodian-provinc (accessed February 26, 2025).

286 5up-pecree No. 83 on Procedures of Registration of Land of Indigenous Communities, 2009, art. 2,
https://data.opendevelopmentmekong.net/en/laws_record/sub-decree-no-83-on-procedure-of-indigenous-communal-land-
registration (accessed February 26, 2025); English translation available

at https://www.fao.org/faolex/results/details/en/c/LEX-FAOC184378/ (accessed February 26, 2025).

287 |bid., art. 6.
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groups can obtain collective ownership over their communal land, the “communal land

title”, has been slow.288

Cambodia’s National Policy on the Development of Indigenous Peoples (2009)

In 2009, the government of Cambodia established an inter-ministerial committee to work
with the UN Development Program for the “preparation of a project on the development of
indigenous peoples,” with the Ministry of Rural Development as chair and implementing
agent. 289 The 2009 National Policy on the Development of Indigenous Peoples recognizes
the unique relationship that Indigenous peoples have to their land and natural resources,
and outlines the following goals:

e AllIndigenous peoples shall have a living standard beyond starvation and extreme
poverty.

e AllIndigenous peoples shall be provided with at least nine years of fundamental
education and shall be provided with appropriate vocational skills training services
according to their needs and based on the geographical areas in which they live.

e Indigenous peoples be provided with good healthcare services.

e Cultures of Indigenous peoples shall be carefully protected and safeguarded.29°

The policy identifies access to education and health care for Indigenous peoples as
priorities. Goals with regard to land include:

e Relevant ministries and institutions acknowledge the collective ownership of
Indigenous peoples’ communities, including any rights and protections of
possession as private ownership.

o Thelands of indigenous peoples’ communities that are collective properties shall
not be sold or transferred to any individual or group outside the communities.

e Indigenous peoples’ communities may not be changed or forced to leave the lands

they have been occupying and using as collective ownership.291

288 |an G. Baird, “Indigenous Peoples’ and Land: Comparing Communal Land Titling and Its Implications in Cambodia and
Laos,” Asia Pacific Viewpointss4, no. 3, December 2013.

289 Ministry of Rural Development, National Policy on Ethnic Minority Development, approved by the Council of Ministers,
April 24, 2009, https://fian-ch.org/content/uploads/NationalPolicyOnEthnicMinorityDevelopment23-06-2009-
DRAFT.doc%E2%80%8B-new.pdf (accessed February 26, 2025).

290 |hid (Summary from translated Khmer language document).

291 |bid. (Summary from translated Khmer language document)
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Consumer Protection

The Cambodian government has issued various decrees, official directives (prakas), and
laws in response to over-indebtedness. These efforts have aimed to protect consumers,
including Indigenous peoples, by regulating the activities of MFIs in Cambodia. However,
the 2019 consumer protection law does not apply to the microfinance sector and is not
included below.292

Law on Banking and Financial Institutions (November 1999)

The law with respect to consumer protection states:

The supervisory authority shall define, after having consulted the
profession, a corpus of rules of good conduct aimed at ensuring customer
protection, in particular concerning: 1) transparency, openness, and levels
of allowable charges and remuneration for banking or financial operations;
2) the opening and termination of credit lines; and 3) and the renegotiation

of loans.293
The law also outlines disciplinary sanctions for violations of the law.294

The National Bank of Cambodia enforces the law, which mandates that MFls adhere to
specific operational standards.

Announcement by the Ministry of Interior on the Subject of Private Banks and
Microfinance Institutions

On March 31, 2017, the Ministry of Interior made an announcement to inform sub-national

authorities, including capital, provincial, municipal, district, khan, commune, sangkat, and

292 |t prohibits business operators from engaging in “unfair act[s]” that “may be misleading or deceptive” and requires them
to “disclose a minimum of information to consumers in accordance with the information standard” set by regulators. The
definition of “service” though, expressly excludes “non-banking financial services,” meaning that microfinance activities fall
outside its scope and consumers in this sector lack these legal protections. Law on Consumer Protection (2019), Royal
Government of Cambodia, November 2, 2019 (English

translation), https://data.opendevelopmentcambodia.net/en/dataset/de27171e-bbds-43ca-beos-
46dodso2ae43/resource/b8408190-9b84-4do6-ac64-18acfecdbes3/download/royal-code_law-on-consumer-
protection_20191102_en.pdf (accessed on August 14, 2025).

293 Kingdom of Cambodia, “.aw on Banking and Financial Institutions,” November 18, 1999, Chapter XXI — Customer
Protection, art. 70, https://www.nbc.gov.kh/download_files/legislation/laws_eng/86004-Law-on-Banking-and-Financial-
Institutions-1999.pdf (accessed February 26, 2025).

294 |bid., art. 52.
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villages to instruct local authorities that microfinance institutions and private rural credit
operators are privately owned and not state run. 29

The notice goes on to instruct local authorities to not engage in activities with private
banks, microfinance institutions, or private rural credit operators that lead people to
misunderstand that those institutions or operations belong to the state. The notice also
instructs local authorities not to act as an agent, guarantor for repayment of debts,

promote any microfinance institution, or participate in confiscating people’s property.296

Banking and Financial Institutions Code of Conduct

Adopted on March 4, 2022, the Code of Conduct (CoC) was adopted by the Association of
Banks in Cambodia (ABC) and the Cambodian Microfinance Association (CMA).

The CoC aims to:

1. To promote effective, reliable, accountable and responsible banking and finan-
cial practices by setting business operation standards for the Banking and Fi-
nancial Institutions to follow and execute.

2. Toincrease transparency so that Consumers can have a better understanding
of what they can reasonably expect from the services provided.

3. To build a fair and professional relationship between Consumers and the Bank-
ing and Financial Institutions based on the principles of equity and equality.

4. To foster confidence in the banking and financial system; and

To encourage a corporate culture of fair dealing and competition.297

The Code also states that:

Disciplinary action shall be taken against those who fail to comply with
applicable laws and regulations according to the level of impact and nature

of such misconduct based on fairness and without discrimination.298

295 Please see Annex | for the notice and translation of the notice.
296 |bid.
297 Association of Banks in Cambodia (ABC) and Cambodia Microfinance Association (CMA), Code of Conduct, August 2022,

p. 1, https://www.amkcambodia.com/wp-content/uploads/2022/08/Code-of-Conduct-of-CMA-ABC-Eng.pdf (accessed on
August 11, 2025).

298 |hid. p. 2.
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Additional Prakas and Laws are listed in Annex Il.

Cambodia’s International Legal Obligations

The Cambodian government is obligated under international human rights law to protect the
rights of all Cambodians—including its Indigenous people—through legal and regulatory
frameworks and ensure that victims of human rights violations have access to redress.
Cambodia has ratified the core international human rights treaties.299

Article 31 of the 1993 Cambodian Constitution enshrines international human rights
obligations into domestic law and policy.3°° The Constitutional Council in a 2007 decision
restated the direct applicability of international human rights norms in Cambodian

courts.3ot

As a party to the International Covenant on Economic, Social and Cultural Rights (ICESCR),
the Cambodian government is obligated to adopt policies and enact laws that prevent
businesses from harming the enjoyment of economic, social, and cultural rights. In its
General Comment 24 on state obligations under the ICESCR in the context of business

activities, the UN Committee on Economic, Social and Cultural Rights stated:

The obligation to protect means that States parties must prevent effectively
infringements of economic, social and cultural rights in the context of
business activities... States would violate their duty to protect Covenant

rights, forinstance, by failing to prevent or to counter conduct by

299 Cambodia is obligated as a matter of international law to protect, promote, and ensure human rights under the
International Covenant on Civil and Political Rights (ICCPR), adopted December 16, 1966, G.A. Res. 2200A (XXI), U.N. Doc.
A/6316 (1966), entered into force March 23, 1976, ratified by Cambodia in 1992; International Covenant on Economic, Social
and Cultural Rights (ICESCR), adopted on December 16, 1966, G.A. Res. 2200 (XXII), U.N. Doc. A/6316 (1966), 993 UNTS 3,
entered into force, January 3, 1976, ratified by Cambodia in 1992; Convention on the Elimination of All Forms of
Discrimination against Women (CEDAW), adopted December 18, 1979, G.A. res. 34/180, U.N. Doc. A/34/46, entered into force
September 3, 1981, ratified by Cambodia in 1992; and the Convention on the Rights of the Child (CRC), adopted November
20,1989, G.A. Res. 44/25, U.N. Doc. A/44/49 (1989), entered into force September 2, 1990, ratified by Cambodia in 1992.
300 Constitution of the Kingdom of Cambodia, art. 31 (“The Kingdom of Cambodia shall recognize and respect human rights
as stipulated in the United Nations Charter, the Universal Declaration of Human Rights, the covenants and conventions
related to human rights, women's and children's rights”).

301 Constitutional Council of Cambodia, Decision No. 092/003/2007, July 10, 2007; see also, OHCHR Cambodia, “7The
Declaration of Human Rights in the Cambodian Constitution,”)uly 2008, pp. 35-37.
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businesses that leads to such rights being abused, or that has the

foreseeable effect of leading to such rights being abused.3°2

Indigenous Peoples’ Rights to Traditional Land, Prohibition of Dispossession

Cambodia has obligations under international human rights law to protect the rights of
Indigenous people and to ensure that victims of abuses have access to redress.
Companies have responsibilities under human rights law to respect Indigenous peoples’

rights in their business operations.

The UN Declaration on the Rights of Indigenous Peoples was adopted by the UN General
Assembly in 2007, with Cambodia voting in favor.393 Although not a treaty, the UN
considers this declaration to be “an important standard for the treatment of indigenous
peoples.”se: The declaration recognizes the rights of Indigenous peoples, as a collective
and as individuals, to the full enjoyment of all rights under international human rights
law.3°s Under the declaration, states have a responsibility to prevent actions that
dispossess Indigenous peoples of their lands, territories, or resources and provide access
to redress when they are dispossessed.396

The UN Committee on Economic, Social and Cultural Rights stated in General Comment 21
on the “Right of everyone to take part in cultural life,” that governments should “take
measures to recognize and protect the rights of Indigenous people to own, develop,

control and use their communal lands, territories and resources.”3°7

302 YN Committee on Economic, Social and Cultural Rights (CESCR), General Comment No. 24 (2017) on State obligations
under the International Covenant on Economic, Social and Cultural Rights in the context of business activities,
E/C.12/GC/24, August 10, 2017, para. 14, https://www.ohchr.org/en/documents/general-comments-and-
recommendations/general-comment-no-24-2017-state-obligations-context (accessed on May 23, 2025).

393 Ynited Nations Declaration on the Rights of Indigenous Peoples (UNDRIP), adopted September 13, 2007, G.A. Res.
61/295, U.N. Doc. A/RES/47/1.

3%4 United Nations, “Declaration on the Rights of Indigenous Peoples: Frequently Asked Questions,” UN Permanent Forum on
Indigenous Issues, 2007, p. 3, https://www.un.org/esa/socdev/unpfii/documents/dec_faq.pdf (accessed on September 15,
2025).

305 UNDRIP, art. 1.

396 UNDRIP, art. 8.

307 UN Committee on Economic, Social and Cultural Rights (CESCR), General Comment 21, Right of everyone to take part in
cultural life, U.N. Doc. E/C.12/GC/21, para. 36.
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Rights to Adequate Standard Of Living, Including the Rights To Food, Water, and
Housing, and the Right to Social Security

The ICESCR protects every person’s rights to an adequate standard of living, which includes
the rights to food, water, and housing.3°8 States are obligated to use the maximum of their
available resources to progressively realize, by all appropriate means, economic, social, and
cultural rights, and avoid any non-justified retrogression.3s

While debt creation does not directly contravene this obligation, over-indebtedness and
abusive collection practices have detrimental consequences for the ability of many
microfinance borrowers to realize their rights to food, water, and housing, for themselves
and their families. In fulfilling its human rights obligations, the Cambodian government
should take action against practices that have such consequences and work to mitigate
any harms that occur. The state’s failure to take adequate steps toward progressive
realization of people’s right to an adequate standard of living has also contributed to

unsustainable borrowing practices.

The government should also act to ensure that no one is left without adequate food, water,
and housing. This may be achieved through a range of policies, including by putting in

place adequate social security systems.

At the international level, the Committee on Economic, Social and Cultural Rights sets out
that social security benefits need to be sufficient to allow for an adequate standard of
living and access to health care: “Benefits, whether in cash orin kind, must be adequate in
amount and duration in order that everyone may realize his or her rights to family
protection and assistance, an adequate standard of living and adequate access to health

care.” 310

In addition, international standards recognize that the determination of benefit levels
should take into account the needs of the population, as well as the capacity to finance

and deliver these benefits and services. Minimum benefit levels should enable access to

308 |CESCR, art. 11(1).

399 |nternational Covenant on Economic, Social and Cultural Rights (ICESCR), art. 2. Article 2(1) obligates each state to use
“the maximum of its available resources ... to achiev[e] progressively the full realization” of economic, social and cultural
rights “by all appropriate means.”

310 CESCR General Comment 19, para. 22.
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essential goods and services required to fulfill economic, social, and cultural rights, and
should be defined at the national (and sub-national) level, with the participation of
beneficiaries. As stated in ILO recommendation 202, cash and in-kind benefits taken
together should, at a minimum, provide protection against economic insecurity and

poverty, and ensure a life in health and dignity.3n

Similarly, ILO conventions and social security instruments also establish principles of
adequacy of social security benefits, and state that regular monitoring of adequacy criteria
is necessary to ensure that beneficiaries can pay for the goods and services necessary for

the full enjoyment of their rights.3:2

The National Social Security Fund (NSSF) is Cambodia’s state-run social protection
program. Established under the Law on Social Security Schemes for Persons Defined by
the Provisions of the Labor Law (2002), the NSSF provides social insurance coverage to
formally employed workers.33 However, the majority of Indigenous peoples in Cambodia
fall outside of the formal NSSF system and are excluded from social security coverage.3
Those interviewed for this report also consistently said that they had to travel long
distances to find adequate medical care, given the lack of available medical facilities,
including NSSF healthcare facilities, in the rural areas in which their communities are
located. A 2023 ILO report found that 8o percent of rural respondents were more likely to
live closer to a non-NSSF health facility than a NSSF-contracted facility, and added that

this “scenario could prove detrimental to NSSF members in the event of an emergency.”3

Right to the Highest Attainable Standard of Physical and Mental Health

31110 Recommendation No. 202, paras. 2 and 8b.

312 See, for example, ILO Recommendation No. 202, para 3c.

313 National Social Security Fund (NSSF), “dbout Us, ”https://nssf.gov.kh/default/about (accessed May 8, 2025); Ministry of
Labour and Vocational Training, Law on Social Security Schemes for Persons Defined by the Provisions of the Labour

Law, 2002, https://www.ilo.org/dyn/natlex/docs/ELECTRONIC/83414/92289/F851601114/KHM83414%20Eng.pdf (accessed
May 8, 2025).

34 International Labour Organization (ILO), Workers in the Cambodian Informal Economy, 2023,
https://www.ilo.org/resource/brief/workers-cambodian-informal-economy (accessed May 8, 2025).

315 International Labour Organization (ILO), Assessment of the Cambodian National Social Security Fund'’s Capacity to Extend
Coverage to Informal Workers, 2023, pp. 64-65,
https://www.ilo.org/sites/default/files/wcmsps/groups/public/%zo0asia/%4o0ro-
bangkok/documents/publication/wcms_920182.pdf (accessed May 8, 2025).

109 HUMAN RIGHTS WATCH | SEPTEMBER 2025


https://nssf.gov.kh/default/about
https://www.ilo.org/dyn/natlex/docs/ELECTRONIC/83414/92289/F851601114/KHM83414%20Eng.pdf
https://www.ilo.org/resource/brief/workers-cambodian-informal-economy
https://www.ilo.org/sites/default/files/wcmsp5/groups/public/%40asia/%40ro-bangkok/documents/publication/wcms_920182.pdf
https://www.ilo.org/sites/default/files/wcmsp5/groups/public/%40asia/%40ro-bangkok/documents/publication/wcms_920182.pdf

The right to the highest attainable standard of physical and mental health is enshrined in
numerous international treaties binding Cambodia, including the ICESCR and the
Convention on the Rights of the Child (CRC).3:6 States have an obligation to ensure that
health facilities, goods, and services be available and accessible to everyone without
discrimination, and are culturally appropriate.3?7 In its General Comment No. 14 on the right
to the highest attainable standard of health, the Committee on Economic, Social and
Cultural rights elaborated on states parties obligations to ensure that health care is
affordable:

[H]ealth facilities, goods and services must be affordable for all. Payment
for health-care services, as well as services related to the underlying
determinants of health, has to be based on the principle of equity, ensuring
that these services, whether privately or publicly provided, are affordable
forall, including socially disadvantaged groups. Equity demands that
poorer households should not be disproportionately burdened with health

expenses as compared to richer households. 38

Since 2005, the World Health Organization has urged countries to introduce health
financing systems that provide for “sharing risk among the population and avoiding
catastrophic health-care expenditure and impoverishment of individuals as a result of
seeking care.”3®

The Sustainable Development Goals, a UN-led universal call to action to end poverty,
protect the planet, and ensure that all people enjoy peace and prosperity by 2030, call for

the introduction of universal health coverage, which would ensure access to quality

316 Among other human rights instruments, the Universal Declaration of Human Rights, the International Covenant on
Economic, Social and Cultural Rights (ICESCR), the Convention on the Rights of the Child, the Convention on the Elimination
of All Forms of Discrimination against Women, and the Declaration on the Rights of Indigenous Peoples oblige states to
respect, promote, protect, and fulfil the right to health. ICESCR, article 12. See also HRC, Analytical study on the relationship
between climate change and the human right of everyone to the enjoyment of the highest attainable standard of physical
and mental health, A/HRC/32/23. (2016).

317 UN Committee on Economic, Social and Cultural Rights (CESCR), General Comment No. 14, para 12.

318 CESCR, General Comment No. 14 (2000): The Right to the Highest Attainable Standard of Health (Article 12 of the
International Covenant on Economic, Social and Cultural Rights), E/C.12/2000/4, August 11,

2000, https://www.ohchr.org/sites/default/files/Documents/Issues/Women/WRGS/Health/GC14.pdf (accessed on May 23,
2025)

319 World Health Assembly (WHA) Resolution 58.33, http://apps.who.int/medicinedocs/documents/s21475en/s21475en.pdf
(accessed February 26, 2025).
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essential health services and protect patients against catastrophic health expenditure, an

important element of the right to health.32°

Right to Education

The right to education is protected under the ICESCR and CRC, with both mandating that
primary education be compulsory and available, free to all, and that secondary
education should generally be available, accessible to all, and progressively made
free.32t Governments also have an obligation to “[t]ake measures to encourage regular

attendance at schools and the reduction of drop-out rates.”s2z

The UN Declaration on the Rights of Indigenous Peoples provides that governments should
ensure that Indigenous children have the right to all levels and forms of state education
without discrimination.323 Governments, in consultation and cooperation with Indigenous
peoples, should “take specific measures to protect indigenous children from economic
exploitation and from performing any work that is likely...to interfere with the child’s

education.”32

Right to an Effective Remedy

Under the International Covenant on Civil and Political Rights, Cambodia has an obligation
to uphold the right to an effective remedy for victims of human rights violations. Victims
have the right to have their claims determined by competent judicial, administrative, or
legislative authorities or any other competent authority, which should also enforce such
remedies. Cambodia’s politicized judicial system, however, controlled by the ruling
Cambodia People’s Party, lacks independence and impartiality and is inaccessible to
ordinary victims of rights abuses seeking remedies for injustices perpetrated by the

powerful.

The UN Guiding Principles on Business and Human Rights outline the responsibilities of

states concerning human rights abuses involving private sector actors within their

320 United Nations, “Sustainable Development Goals: Goal 3,” http://www.un.org/sustainabledevelopment/health/
(accessed February 26, 2025).

321 |CESCR, art. 13; CRC, art. 28.

322 CRC, art. 28(1)(e).

323 UN Declaration on the Rights of Indigenous Peoples, adopted by the UN General Assembly on September 13, 2007, art.
14.

324 |bid., art. 17.
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territories. According to the UN Guiding Principles, states are expected to take appropriate
steps to prevent, investigate, punish, and redress such abuses through effective policies,
legislation, regulations, and adjudication.32s

While states are not necessarily responsible for human rights abuses committed by private
entities, they may breach their international human rights obligations if they fail to take
appropriate actions to prevent, investigate, punish, and redress abuses by private

actors.326

The UN Guiding Principles state that “States must protect against human rights abuse
within their territory and/or jurisdiction by third parties, including business enterprises,”
and that they “should take appropriate steps to ensure... that when such abuses occur...

those affected have access to effective remedy.”3%7

United Nations Guidance on Grievance Mechanisms

Any potential future grievance mechanism to address alleged harms to Cambodian
borrowers, including Indigenous borrowers, should align with UN standards and
principles, including UN Office of the High Commissioner on Human Rights (OHCHR)
guidance on accountability and grievance mechanisms.

OHCHR’s Accountability and Remedy Project applies to non-state-based grievance
mechanisms, including but not limited to:
e Company-based grievance mechanisms: mechanisms established and
administered by companies (e.g., operational-level grievance mechanisms);
e Grievance mechanisms developed by industry, multi-stakeholder, or other
collaborative initiatives: mechanisms external to companies that administer a set

of commitments that the companies have agreed to adhere to; and

325 United Nations, Guiding Principles on Business and Human Rights: Implementing the United Nations "Protect, Respect
and Remedy" Framework (2011),
https://www.ohchr.org/Documents/Issues/Business/Intro_Guiding_PrinciplesBusinessHR.pdf (accessed February 28,
2025).

326 Tatyana Eatwell, State Responsibility for Human Rights Violations Committed in the State Territory by Armed Non-State
Actors, Geneva Academy of International Humanitarian Law and Human Rights, 2018, https://geneva-
academy.ch/joomlatools-files/docman-files/Academy%20Briefing%2013.pdf (accessed February 28, 2025).

327 UN, Guiding Principles on Business and Human Rights: Implementing the United Nations "Protect, Respect and Remedy,"
https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf (accessed February 28, 2025).
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¢ Independent accountability mechanisms of development finance institutions:
mechanisms through which those adversely impacted by institution-financed
projects can seek remedy.328

The Accountability and Remedy Project has found that few mechanisms have fulfilled the
aspirations of their role and that rights holders have continued to report significant
problems of these mechanisms in practice, and lists a broad range of recommendations
that grievance mechanisms should follow, including referral to “third party adjudicators or
mediators who are able to carry out their duties independently and objectively.”329

328 Office of the United Nations High Commissioner for Human Rights (OHCHR), OHCHR Accountability and Remedy Project,
https://www.ohchr.org/en/business/ohchr-accountability-and-remedy-project (accessed February 26, 2025).

329 United Nations, " General Assembly Document G20/113/99,"
https://documents.un.org/doc/undoc/gen/g20/113/99/pdf/g2011399.pdf (accessed February 26, 2025).
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Recommendations

To the Government of Cambodia and National Bank of Cambodia

Strengthen Protections for Indigenous Borrowers in Cambodia's Microfinance Sector

e Interest Rate Caps, Transparent Pricing, Heavier Penalties

o Enforce stricter limits on interest rates with a focus on added fees to
prevent predatory lending.

o Enforcement of the 2022 Code of Conduct through regular monitoring,
independent audits, and public reporting of violations and introduce
proportionate penalties—including fines, license suspensions, or
revocations.

e Strict Loan Assessment and Responsible Lending

o To prevent over-indebtedness, mandate thorough assessments of
borrowers’ repayment capacity before approving loans.

o Conduct Independent Audits of Microfinance Loans — engage only truly
independent, third-party auditors with no financial, governance, or
business ties to MFls, industry associations, investors, or self-regulatory
initiatives to review loan portfolios in Indigenous regions. Ensure that
contracts issued without proper income assessment are declared null and
void.

o Debt Collection Regulations and Ethical Practices

o Prohibit and enforce penalties for aggressive debt collection practices.

o Ensure that all MFIs and lenders follow ethical standards for loan recovery,
with proper oversight from truly independent regulators.

¢ Promotion of Alternative Lending Models and Debt Relief

o Encourage community-based lending models, such as cooperatives and
savings groups, to reduce dependency on high-interest microfinance loans.

o Establish debt relief programs for Indigenous borrowers in extreme
financial difficulty.

o Introduce policies that allow loan adjustments, including extended
repayment periods, lower interest rates, or temporary repayment
moratoriums during hardship.
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e Enhance and Protect Indigenous Collective Land Titling (CLT) Processes in
Cambodia
o Streamline and expedite the CLT process and allocate adequate resources
to promptly address pending applications.33°
o Enforce protections against land loss in Indigenous communities and
ensure that land sales of “soft titles” overlapping with pending CLT areas
are not vulnerable to predatory collection practices of MFls.
o Require confirmation from the borrower and/or the Indigenous group that
land does not overlap with Indigenous collective land or CLT processes.
o Where forced sales of Indigenous land have occurred under pressure from
MFls, ensure an effective remedy for those affected.
e Mandate Free, Prior, and Informed Consent for New Loans
o The National Bank of Cambodia should mandate that MFIs and banks
ensure that all new loans to Indigenous borrowers are granted in
accordance with the principles of free, prior, and informed consent.
o Mandate that MFlIs provide loan information in Indigenous languages and in
a medium that is accessible to them to help ensure that borrowers fully un-
derstand loan terms and conditions.
e Removing Barriers and Improving Access to Education
o Allocate education resources to ensure that underserved populations, in-
cluding marginalized Indigenous children, have equal access to education.
o Ensure adequate funding for Indigenous areas when allocating national
and sub-national budgets.
e Removing Barriers and Improving Access for Health Care
o Setspending benchmarks such as the equivalent of at least 5 percent of
GDP or 15 percent of general government expenditures on health care
through domestically generated public funds, or an amount that otherwise
ensures the maximum available resources for the realization of rights,

including the right to health.

330 This initiative aligns with the 2009 Policy on Registration and Rights to Use of Lands of Indigenous Communities in
Cambodia, which advocates for a process that is "simple in both administrative and technical aspects and be transparent.”
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To Cambodia’s Microfinance Sector

e Conduct Comprehensive Consumer-Driven and Consumer-Led Audits of
Microfinance Loans in Indigenous Regions

o The Cambodian microfinance sector should undertake thorough and truly
independent audits that are consumer-driven and consumer-led in their
design and methodology, of all existing loans in provinces with Indigenous
populations to determine the number of loans issued to Indigenous
borrowers, identify the types of collateral accepted, ascertain whether such
collateral includes land overlapping with Collective Land Titles or other
protected Indigenous territories, and identify instances of forced land sales
in need of redress.

o Truly independent audits should ensure that proper income assessments
were conducted prior to loan approval. Contracts should be nullified in
instances where loans were based on improper evaluations.

e Cease Predatory Lending and Coercive Collection Practices in Microfinance
Operations

o The Cambodian microfinance sector should immediately cease predatory
lending and coercive collection practices such as threats of heavy fines;
intimidation of borrowers by local authorities or MFI credit officers; and
pressuring individuals under financial duress to sign or thumbprint
repayment agreements, sell property or other items, or take additional
loans to repay previous loans.

e Eliminate Incentive Structures that Promote Predatory Lending Practices

o Cambodian MFIs should immediately discontinue any financial incentive
schemes for credit officers that prioritize lending and collection quotas or
otherwise incentivize aggressive tactics linked to predatory lending,
including coercive loan recovery methods and the issuance of loans

without proper assessment of borrowers' repayment capacities.

To the World Bank Group and International Finance Corporation (IFC)

e Acknowledge IFC Performance Standards Apply to Microfinance Borrowers in
Cambodia

o Formally recognize that its Performance Standards apply to microfinance

borrowers.
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e Provide Effective Remedy for Affected Indigenous Borrowers

O

Ensure that Indigenous borrowers and communities harmed by
microfinance projects funded by IFC-supported institutions receive
appropriate and commensurate remedies.

Remedies should include compensation, debt relief, and land restitution
for borrowers who were misled or coerced into loans that jeopardized their

livelihoods.

e Implement Compliance Advisor/Ombudsman (CAO) Recommendations on

Remediation and Compensation

O

Ensure that any recommendations from the CAO regarding remediation,
compensation, and/or mitigation for those impacted by MFIs financed by
the IFC are promptly and fully implemented.

Take responsibility for ensuring that affected communities receive timely

and just redress.

e Conduct Loan Portfolio Audits to Protect Indigenous Lands

O

Assist partners in auditing loan portfolios to ensure that no land titles held
as collateral belong to Indigenous communities undergoing Collective Land
Titling applications.

Any land found to have been wrongfully used as collateral should be

immediately returned to Indigenous communities.

e Establish an Independent Grievance Mechanism

O

Establish a non-state-based, independent grievance mechanism that meets
the effectiveness criteria outlined in principle 31 of the UN Guiding
Principles on Business and Human Rights.

This grievance mechanism should be governed and operated
independently of Cambodian financial institutions, industry bodies, and

government entities to ensure impartiality and effectiveness.

To Private and State Development Bank Investors

e Conduct Loan Portfolio Audits to Protect Indigenous Land Rights

O

Assist partners in auditing loan portfolios to ensure that no land titles held
as collateral are part of an ongoing or completed Indigenous Collective
Land Titling application process.

e Implement Systematic Debt Restructuring for Over-Indebted Borrowers

117 HUMAN RIGHTS WATCH | SEPTEMBER 2025



o Demand the immediate implementation of systematic debt restructuring for
borrowers who are distressed or over-indebted due to loans issued without
properincome assessment.

o Debt restructuring measures should include reducing interest rates and
lowering principal amounts to prevent further financial exploitation and
distress.

e Review Consumer Protection Certifications

o Ensure that Cerise+SPTF introduces systemic reforms including the right to
suspend and revoke certification of lenders against whom credible
allegations of predatory lending and collecting are made, and in the
interim, institute a suspension of Cerise+SPTF certification in Cambodia.

e Establish an Independent Grievance Mechanism

o Support the establishment of a non-state-based, independent grievance
mechanism in accordance with principle 31 of the UN Guiding Principles on
Business and Human Rights.

o The grievance mechanism should provide affected Indigenous borrowers
with a transparent and accessible avenue for seeking redress for
microfinance-related harms and be governed independently of Cambodian
financial institutions and government entities to ensure impartiality and
effectiveness.

e Publicly Acknowledge and Address Microfinance-Related Harms to Indigenous
Communities

o Formally recognize and publicly acknowledge the documented human
rights harms caused by microfinance loans in Cambodia, particularly the
negative impacts on Indigenous communities.

o Take immediate action to ensure that further harms do not occur, including
the implementation of safeguards against predatory lending and land
dispossession.

¢ Commit to Meaningful Financial and Non-Financial Remedies for Affected
Communities

o Provide substantial financial and non-financial remedies, proportionate to

the scale of harm, to address past injustices and prevent further violations

in Indigenous communities.
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o Remedies should include compensation, debt relief, and community
rehabilitation efforts to restore financial stability and mitigate long-term

economic damage.
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Debt Traps

Predatory Microfinance Loans and Exploitation of Cambodia’s Indigenous Peoples

Cambodian microfinance institutions (MFIs) have trapped Indigenous communities in cycles of debt through predatory lending
and coercive collection practices. The financial backers of the Cambodian lenders implicated in these harms include private
investors, state development banks, and the International Finance Corporation, the private investment arm of the World Bank
Group.

Debt Traps—based on extensive research including 56 interviews with Indigenous villagers in Ratanakiri province—documents
human rights harms connected to microfinance institutions and practices. The report finds that MFIs routinely have accepted
Indigenous land as collateral for loans that far exceeded borrowers’ ability to repay, borrowers often do not understand loan
terms because of language barriers, and many borrowers have faced harassment and coercion from credit officers pressuring

them to seek funds from informal moneylenders or sell their land when unable to pay back their loans.

Overindebted families have been forced to cut back on food or pull their children from school; many have reported severe
psychological distress, and some trapped in debt have died by suicide.

Investors have continued to profit despite warnings from Cambodian civil society groups, journalists, and international experts

about over-indebtedness, and have failed to conduct human rights due diligence or provide effective remedies.

Human Rights Watch calls for systemic reform of the microfinance s ectori n C ambodia, i ncluding t hrough c reation o f
independent grievance mechanisms, debt relief, and protections for Indigenous land. It urges the Cambodian government,
MFls, and international investors to acknowledge and address their role in perpetuating financial exploitation and the legacy
of harms that have undermined the rights of Indigenous communities.

hrw.org

(above) Amret MFI
advertisement posted on the
wall of the home of a Tampuan
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