
 
 

 

 

 

 

 

 

 

 

 

 

Financial Literacy Among Microfinance 
Borrowers: Its Importance and Determinants 
from a Household Survey in Cambodia  
 

Sovannroeun Samreth, Daiju Aiba, and Vandy Phal    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

No. 17 
January 2024 



JICA Ogata Research Institute Discussion Paper 
 
 

JICA Ogata Sadako Research Institute for Peace and Development, Japan International 
Cooperation Agency (JICA) 
10-5 Ichigaya Honmura-cho, Shinjuku-ku, Tokyo, 162-8433, JAPAN 
TEL: +81-3-3269-3374 
FAX: +81-3-3269-2054 

The Discussion Paper series aims to disseminate research outputs (including the findings of work 
in progress) on development issues and development cooperation in the form of academic papers. 
For the sake of quick dissemination, the papers are not peer-reviewed but assessed by the review 
committee under the JICA Ogata Sadako Research Institute for Peace and Development (JICA 
Ogata Research Institute). 
 
The views expressed in this paper series are those of the author(s) and do not necessarily represent 
the official positions of either the JICA Ogata Research Institute or JICA. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Suggested Citation: Samreth,S. Aiba,D. and Phal,V. 2024. Financial Literacy Among Microfina
nce Borrowers: Its Importance and Determinants from a Household Survey in Cambodia, JICA 
Ogata Research Institute Discussion Paper No.17. Tokyo: JICA Ogata Research Institute for 
Peace and Development. 

 

 
 



JICA Ogata Research Institute Discussion Paper 
 
 

3 
 

Financial Literacy Among Microfinance Borrowers: Its Importance and Determinants 

from a Household Survey in Cambodia  
 

Sovannroeun Samreth*†, Daiju Aiba,†‡§ and Vandy Phal** 

 

Abstract 
 

Financial inclusion can play an important role in reducing poverty and improving people’s living 
standards in developing countries. Microfinance has significantly contributed to financial inclusion in 
Cambodia, but issues like the high debt burden among borrowers, especially those with inadequate 
financial literacy, have emerged. Borrowers with inadequate financial literacy often underestimate loan 
repayments and borrow at high interest rates for consumption and other unproductive uses. 
Understanding the level of financial literacy and the factors that influence it among microfinance 
borrowers in Cambodia is important for policy making. Using data and information from a household 
survey in 2021, our study examines the financial literacy landscape among microfinance borrowers in 
Cambodia and explores the factors influencing their financial literacy levels, focusing on personal and 
household characteristics. The findings provide insights for enhancing financial literacy and financial 
inclusion in Cambodia. From our analysis, we confirm (1) the importance of financial literacy in 
reducing access to informal finance, (2) a positive correlation between years of general education and 
financial literacy, (3) an association between poor households and lower financial literacy, and (4) a 
positive relationship between higher social capital (the social network within a community) and higher 
financial literacy. 
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1. Introduction 

According to Demirgüç-Kunt et al. (2017) and Park and Mercado (2018), financial inclusion, or 
the provision of access to financial services, can be a crucial strategy for reducing poverty and 
enhancing the quality of life in developing countries. Over recent decades, microfinance 
institutions (MFIs) have played a major role in fostering financial inclusion by offering small-
scale financial services to those who lack access to such services. In 2022, Cambodia had a total 
of 59 commercial banks and nine specialized banks, along with a substantial number of financial 
institutions involved in microfinance services. According to data published by the National Bank 
of Cambodia (NBC 2023a), the composition of MFIs includes five deposit-taking microfinance 
institutions, 82 non-deposit-taking microfinance institutions, and 224 rural credit institutions. The 
aggregate loans disbursed by MFIs have experienced a significant surge, escalating from a few 
million US dollars (USD) in 1995 to about USD 9.5 billion in 2022. This amount represents 
around one-fifth of the total credit in Cambodia. Moreover, the number of borrower accounts 
associated with MFIs has reached an estimated figure of 2.1 million (NBC 2023a; 2023b). 
 
While microfinance has significantly contributed to financial inclusion in developing countries, 
there has also been concern about certain challenges related to it. The burden of high debt levels 
carried by borrowers is one such issue, as highlighted in studies by Rosenberg et al. (2009), 
Schicks (2010), Liv (2013), and Green and Bylander (2021). This problem seems to be 
exacerbated among borrowers who do not possess adequate financial literacy, as shown, for 
example, by Samreth et al. (2021) in the case of Cambodia. It examines the relationship between 
debt level and financial literacy level among microfinance borrowers in some regions of 
Cambodia and finds that the lack of financial literacy among borrowers can be a factor leading to 
their high debt burden. This result emphasizes the importance of financial literacy in enhancing 
the role of microfinance in financial inclusion. 
 
As explained by Lusardi and Mitchell (2014), the term “financial literacy” refers to an individual’s 
ability to comprehend and analyze economic information and use it to make appropriate financial 
decisions. In financial transactions, those who lack such literacy may underestimate their future 
loan repayment obligations. They may end up borrowing at exorbitantly high interest rates, and 
the borrowed funds may not be put to productive use.  
 
Given the importance of financial literacy then, the current study aims to contribute to the 
literature by examining financial literacy among microfinance borrowers in Cambodia. A 
household survey was conducted in 2021 across 28 communes or Sangkats in the capital city, 
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Phnom Penh, and six other provinces in Cambodia for this purpose.1 Our main objective is to 
improve our understanding of the financial literacy of microfinance borrowers in Cambodia.  
 
From our analysis, we confirm, among other things, that (1) financial literacy is important in 
reducing access to informal finance; (2) there is a positive correlation between years of general 
education and financial literacy; (3) poor households have lower financial literacy; and (4) there 
is a link between higher social capital (the social network within a community) and higher 
financial literacy. These findings can have implications for policy measures to enhance financial 
literacy and promote more sustainable borrowing practices in the microfinance sector in 
Cambodia and other developing countries. 
 
The remainder of this paper is organized as follows. Section 2 presents a literature review of the 
landscape of financial literacy and the factors affecting it. Section 3 provides an explanation of 
our household survey, including a description of the survey location and sample size. Section 4 
explains household characteristics and socio-economic conditions, including household current 
loans. Section 5 presents the survey results on financial literacy, including an overview of 
financial literacy, self-perceived financial literacy, inflation-related financial literacy, interest rate-
related financial literacy, and risk-related financial literacy. Section 6 analyzes the attributes of 
households that only having loans from informal sources. Section 7 provides the examination of 
factors affecting financial literacy, and Section 8 concludes the paper. 
 
2. Literature review 

The importance of financial literacy in enhancing the benefits of financial inclusion has attracted 
many studies examining its landscape and the factors affecting it in both developed and 
developing countries. For instance, in developed countries, Fox et al. (2005) argue that low 
financial literacy and poor family management contribute to high bankruptcy rates and high 
consumer debt levels among United States (US) citizens and stress the important role of financial 
education in improving financial literacy. Lusardi and Mitchel (2011) provide an overview of 
financial literacy in countries such as Germany, Japan, the Netherlands, New Zealand, Russia, 
Switzerland, and the US. Lusardi and Mitchell (2014) show theoretically that financial knowledge 
can enhance people’s welfare. Using survey data, they also examine the landscape of financial 
knowledge by age, gender, ethnicity, income, and employment status in Germany, the Netherlands, 
Switzerland, and the US. Yoshino et al. (2017) examine the determinants of financial literacy in 

 
1 Cambodia’s administrative regions consist of the capital city, Phnom Penh, and 24 other provinces 
(National Institute of Statistics, NIS, 2019). Phnom Penh is subdivided into Khans, which are further 
divided into Sangkats. Similarly, provinces are segmented into districts, which are then divided into 
communes. Consequently, Khans and districts operate at the same administrative level, as do Sangkats 
and communes. 
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Japan using data from a survey of 25,000 individuals conducted by the Bank of Japan. They find 
that educational level, income, age, and occupational status are the main determinants of financial 
literacy in Japan, and both financial literacy and general education levels positively and 
significantly affect savings behavior and financial inclusion. 
 
For developing countries, Xu and Zia (2012) provide a literature review of the landscape of 
financial literacy and its impact in not only developed countries such as Germany, Italy, Japan, 
New Zealand, Sweden, Switzerland, and the US but also in Sub-Saharan African countries and 
Pakistan. Miller et al. (2015) analyze 188 papers on financial education interventions that aim to 
strengthen consumer financial knowledge and behaviors in countries such as the Dominican 
Republic, Brazil, Ghana, Indonesia, Kenya, Mexico, Pakistan, South Africa, and Vietnam. Their 
results overall show that intervention can positively impact savings behavior but not reduce loan 
defaults. Morgan and Trinh (2019) conducted an analysis of financial literacy in Cambodia and 
Vietnam. They show that, in the two countries, financial literacy is influenced by educational level, 
income, age, and occupational status, and both financial and general education are positively and 
significantly related to savings behavior and financial inclusion. Morgan and Trinh (2020) in turn 
investigate how financial literacy affects financial inclusion and people’s savings behavior in Laos 
and reveal that higher financial literacy leads to higher savings in both formal and informal ways. 
Using data from a household survey, Finally, Samreth et al. (2021) show that a higher debt burden 
is associated with lower financial literacy among microfinance borrowers in Cambodia. 
 
Our study contributes to the literature and differs from earlier studies on the study of financial 
literacy in Cambodia in several aspects. To confirm the importance of financial literacy, in 
addition to Morgan and Trinh (2019) and Samreth et al. (2021), we investigate the relationship 
between financial literacy on informal credit access. On the determination of financial literacy, 
our study considers factors affecting financial literacy in a broader dimension. Particularly, social 
capital, which is the social network among people in a community, is considered. Furthermore, in 
our examination of the importance and determinants of financial literacy, estimations addressing 
possible endogeneity issues are adopted. The findings from our study have implications for policy 
measures to enhance financial literacy and promote financial inclusion in Cambodia and other 
developing countries. 
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3. Household survey 

The primary objectives of this study are (1) to assess the significance of financial literacy by 
examining its relationship with access to informal credit, and (2) to analyze its determinants. The 
data for our analysis came from a household survey conducted between August 18 and September 
20, 2021. 
 
3.1. Survey location 
The survey was conducted in Phnom Penh, the capital city, and six other provinces selected from 
four geographical zones of Cambodia. The six provinces are Banteay Meanchey, Battambang, 
Kampong Speu, Kampot, Kandal, and Siem Reap. Banteay Meanchey and Battambang are 
located in the Tonle Sap Lake zone; Kampong Speu is situated in the Plateau and Mountainous 
zone; Kampot is in the Coastal zone; Kandal is situated in the Plain zone; and Siem Reap is also 
located in the Tonle Sap Lake zone. 
 
Two Khans and two Sangkats were selected at random from Phnom Penh. Two districts are chosen 
from each province: one is the capital district, and the other is the district with the highest MFI 
penetration rate, as reflected by the largest number of borrowers among all districts in the same 
province. Subsequently, one rural and one urban commune are selected randomly from each 
district. Figure 1 depicts the geographical locations of Phnom Penh and the provinces included in 
our survey.

Figure 1: Survey locations 

 
Note: Circled locations are the capital city, Phnom Penh, and selected six provinces for the survey 
Source: The map is taken from National Institute of Statistics (NIS) (2019). 
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3.2. Sample size 
The sample size for the survey in each province is determined by considering its MFI penetration 
rate and its total population.2 During the course of the fieldwork, after the selection of the target 
households, the interviewers proceeded to visit these households and conduct the survey with 
either the heads of the households or their spouses. The survey was conducted between August 
18th and September 20th, 2021. 
 
The survey yielded a total of 1,216 households, with an interview success rate of roughly 65%. 
The primary factors contributing to unsuccessful interviews were absence or unavailability of the 
respondents during the daytime and the refusal of targeted household members to cooperate in 
the survey. Table 1 illustrates the sample sizes obtained from the survey in Phnom Penh and 
selected provinces. It is important to acknowledge that the selection of our survey locations is 
based on the extent of microfinance outreach. The sample is not necessarily representative of the 
Cambodian population. Hence, it is advisable to exercise caution when interpreting the findings 
of this study.  

 

Table 1: Survey locations and their sample sizes 

Location Sample 
size 

Banteay Meanchey (Tonle Sap Lake) 173 
Battambang (Tonle Sap Lake) 187 
Kampong Speu (Plateau and Mountainous) 97 
Kampot (Coastal) 121 
Kandal (Plain) 150 
Phnom Penh (Plain) 351 
Siem Reap (Tonle Sap Lake) 137 

Total  1,216 

Source: Authors’ household survey in 2021. 

 
2 Basically, we chose the survey locations, including Phnom Penh and selected provinces, based on 
their microfinance institution (MFI) penetration rates. The sample size for each location was 
determined by considering its relative population size. 
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4. Household characteristics and socio-economic condition 

This section presents the characteristics of the survey households, their socio-economic condition, 
and their current loan status, utilizing data and information obtained from our survey. 
 
4.1. Household characteristics 
Table 2 presents the basic information of the survey households. From the table, it is seen that a 
significant share of survey households, approximately 75%, have male household heads and a 
considerable number of them have attained only elementary education, accounting for about 37% 
of the total sample size. This percentage substantially declines with higher levels, with a mere 3% 
of household heads having pursued advanced education. For the poverty level of survey 
households, about one-fourth of them have ID Poor status.3 
 

Table 2: Basic household information 

Description Number Percentage 

Gender of household head 
Men 909 74.8% 

Women 307 25.2% 

Total  1,216 100% 

Education of household head 

No 176 14.5% 

Elementary 446 36.7% 

Lower secondary 306 25.2% 

Upper secondary 161 13.2% 

Higher education 37 3.0% 

Don’t know 90 7.4% 

Total  1,216 100% 

ID Poor 
Yes 323 27.0% 

No 893 73.0% 

Total  1,216 100% 

Source: Authors’ household survey in 2021. 
 

Table 3 provides an overview of the main occupations of survey household heads. The most 
prevalent occupation is that of a self-owned business, accounting for 25% of the sample. 
Following this are the household heads who work in other fields like construction, agriculture, 
and cleaning, which make up 18.5% of the sample. Farmers account for another significant share, 
at about 16%. There is a relatively low percentage of household heads in occupations such as 

 
3 The ID Poor program was implemented in 2006 with the objective of identifying poor households in 
Cambodia as part of an initiative to alleviate poverty. Additional information regarding the ID Poor 
program in Cambodia can be found at: https://www.idpoor.gov.kh (accessed on August 17, 2023). 
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private company staff or public-school teachers, each below 2 percent. Unemployed household 
heads account for about 9 percent of the sample. The survey results indicate a diverse range of 
occupations, with a notable lean towards self-owned businesses. 
 

Table 3: Main occupation of household heads 

Main occupation Number of household heads Percentage 

Unemployed 104 8.6% 
Housewife 99 8.1% 
Farmer 193 15.9% 
Self-business 304 25.0% 
Driver (Moto, PassApp, Car) 70 5.8% 
Private company staff 23 1.9% 
Garment and other factory worker 43 3.5% 
Other worker (construction, agriculture, cleaner) 225 18.5% 
Security guard 21 1.7% 
Public school teacher 11 0.9% 
Police/soldier/military policy 37 3.0% 
Other public workers 10 0.8% 
Other 73 6.0% 
NA 3 0.2% 

Total 1,216 100% 
Source: Authors’ household survey in 2021. 
 

Table 4 illustrates the size and migration status of survey households. From the table, the average 
household size ranged from a minimum of one person to a maximum of 15 persons, with an 
average size of 4.5 persons per household. In terms of migration status, about 84% of the 
households have no members migrating to other places, while 8.7 percent report that they have at 
least one member migrating domestically. Households with at least one member migrating 
internationally account for 5.8 percent of the sample, and a smaller percentage, 1.6 percent, have 
both domestic and international migrating household members.  



JICA Ogata Research Institute Discussion Paper 
 
 

11 
 

Table 4: Household size and migration status 

Household size Size 

Max 15.0 
Min 1.0 
Average 4.5 

Migration Percentage of households 

Domestic only 8.7% 
International only 5.8% 
Both domestic and international 1.6% 
None 83.9% 

Total households 1,216 

Source: Authors’ household survey in 2021. 
 

4.2. Household socio-economic conditions 
Table 5 presents data on household income and expenditure. The average past-month income for 
survey households is USD 1,074, with an average expenditure of USD 728. However, when 
adjusted to exclude revenue from loan repayments, rotating saving and credit associations 
(ROSCA or Tontine), inheritances, and borrowing for income and expenses related to purchasing 
a motorcycle or other vehicle, contribution to a ROSCA, and loan repayments for expenditure, 
the average values are $428 for income and $422 for expenditure. 
 

Table 5: Household income and expenditure  

Description Past month Income (USD) Expenditure per month (USD) 

Average (including all) 1,074 728 
Average (adjusted)* 428 422 

Total households  1,216 
*For income, this excludes revenue from loan repayments, rotating saving and credit association (ROSCA 
or Tontine), inheritance from deceased family members, and borrowing. For expenditure, this excludes 
purchasing motorcycles or other vehicles, ROSCA’s contribution, and loan repayments. 

Source: Authors’ household survey in 2021. 
 

Table 6 presents households’ landholding status. The majority, about 77.1%, of survey households 
own housing compound land, with an average size of 0.1 hectares. Of these households, 17.2% 
have no land titles, 11.9% have soft titles (typically letters of possession from local commune 
authorities), and 56.6% have hard titles (officially issued by the Ministry of Land Management, 
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Urban Planning, and Construction's Land Department).4 Moreover, about 35% of households own 
other types of land, with an average size of 1.3 hectares. Among them, 18.5% lack a title; 15.3% 
have a soft title; and 57.5% have a hard title. According to our survey, about 17.8% of households 
do not own any land at all. 

 

Table 6: Land holding status 

Land holding Housing compound 
land Other land None 

Percentage of households 77.1% 35.0% 17.8% 
Average land size (ha)* 8.7% 130.1% - 
Percentage of no title*  17.2% 18.5% - 
Percentage of soft title* 11.9% 15.3% - 
Percentage of hard title* 56.6% 57.5% - 

Total households  1,216 
* It is the percentage of households holding land. “Soft title” refers to a letter of 
possession of land normally issued by local authorities at commune level, and “hard 
title” is the land title officially issued by the Land Department of the Ministry of 
Land Management, Urban Planning, and Construction. 
Source: Authors’ household survey in 2021. 

 

4.3. Household current loans 
Table 7 presents the current loan status of the survey households. A significant 64.6% of these 
households reported that they had loans. Among the households with loans, 24.5% rely solely on 
informal loans, making up 34.3% of the total of 1,097 loans reported. On average, households 
with loans hold 1.3 loans from all sources and 0.5 loans per household are informal loans. 
 
Informal loans are mainly used for buying personal assets and property such as motorcycles, 
agricultural input, and food consumption. From our survey, we also observe that reasons such as 
“non-requirement of collateral,” “small loan size,” and “rapid disbursement” were the main 
reasons for household borrowing from informal sources. It should be noted that informal sources 
encompass loans such as those from friends, family, money lenders, online platforms like 
Facebook, ROSCAs, and non-registered Self-Help groups. 
 
When analyzing the loan amounts and terms, loans from informal sources average USD 1,212, 
carrying a monthly interest rate of about 6.03 percent and a fee rate of 0.14 percent. Loans from 
commercial banks are on average significantly higher at USD 8,053 but bear a lower monthly 

 
4 For more detailed explanation of “soft title” and “hard title” of land in Cambodia, see 
https://www.realestate.com.kh/guides/understanding-property-titles-in-Cambodia (accessed August 
17, 2023). 
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interest rate of 1.29 percent and a fee rate of 0.06 percent. The average loan size from MFIs is 
USD 6,500, with a 1.45 percent monthly interest rate and a 0.10 percent fee, implying a monthly 
effective interest rate of 1.55 percent. This monthly interest rate is very close to the legal ceiling 
rate of 18% per year, which has been in effect in Cambodia for microfinance loans since April 
2017. The average loan size for MFIs in the current survey is higher than what Samreth et al. 
(2023) reported from a household survey in 2019. 

 

Table 7: Current loans 

Loan procession Percentage of households 

% of hhs having loans 64.6% 
   - % of hhs with only informal loans among 
households having loans 

24.5% 

 % of informal loans in total number of loans 
(N=1,097) 

34.3% 

Average number of loans per household among 
households having loans 

1.3 

Average number of informal loans per 
household among households having loans 

0.5 

Total number of hhs 1,216 

Loan amount, interest rate, etc. 
Informal 
sources* 

Commercial 
banks 

MFIs 
All 

sources 

Average amount per loan (USD) among 
households having loans 

1,212 8,053 6,500 5,087 

Average interest rate per loan (monthly, %) 6.03% 1.29% 1.45% 3.20% 
Average fee per loan (monthly, %) 0.14% 0.06% 0.10% 0.12% 

*Informal sources include loans from relatives, friends, money lenders, rotating saving and credit associations 

(ROSCAs or Tontines), non-registered or non-legal lenders in SNS such as Facebook, and non-registered Self-

Help groups. 

Source: Authors’ household survey in 2021. 
 

Figure 2 allows a closer examination of the distribution of loans and shows that a significant 
proportion of households with active loans indicate that they have only one loan. However, the 
survey results also indicate that a significant fraction of households possessed two or more loans. 
The main providers of formal loans are the prominent deposit-taking MFIs in Cambodia, such as 
PRASAC and AMRET, and the primary provider of informal loans is the moneylender. The 
number of loans provided by commercial banks is rather limited in our survey, with around 80% 
of these loans originating from Cambodia’s largest commercial bank, ACLEDA Bank. 
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Figure 2: Numbers of current loans and their sources 

 

Source: Authors’ household survey in 2021. 
 

5. Financial literacy 

5.1. Overview of financial literacy 
In this section, we provide an overview of the financial literacy levels observed among the 
participants of our survey.  
 
According to Lusardi and Mitchell (2014), “financial literacy” refers to the capacity to understand 
and analyze economic information and use it to make sound financial choices. The OECD/INFE's 
Toolkit (OECD 2022) approach is used to calculate financial literacy scores in our study. The 
Toolkit proposes an approach measuring three aspects of financial literacy: financial knowledge, 
financial behavior, and financial attitudes.  
 
The current study focuses on financial knowledge questions contained within the Toolkit, due to 
data limitations. Specifically, two questions assess the survey respondent’s knowledge of 
inflation; three questions evaluate the respondent’s knowledge of interest rates; and two questions 
are designed to gauge the respondent’s understanding of financial risk. The financial literacy score 
ranges from 0 to 7. In the case that a survey participant provides inaccurate responses to all 
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questions, the resulting score will be zero. In the case that a participant provides accurate 
responses to all questions, the resulting score will be 7. 
 
The questions used to assess the respondent’s knowledge of inflation and risk mainly consist of 
statement-type ones. The participants are asked to offer answers in the form of “true” or “false.” 
The questions for assessing the respondent’s knowledge of interest rates mainly involve 
calculation types, including compound interest rate calculations. In our study, to investigate the 
gap between self-evaluation and actual financial literacy score, we also ask a question regarding 
the survey respondent's self-perceived level of financial knowledge. 
    

Table 8: Financial literacy score of survey respondents 

Average financial literacy 
score 

All Women Men 

(Observations)* (1,216) (962) (254) 

Inflation aspect 1.13 1.13 1.14 
(Full score: 2) (Full score: 2)  (Full score: 2)  (Full score: 2)  
Interest rate aspect 1.53 1.51 1.61 
(Full score: 3) (Full score: 3)  (Full score: 3)  (Full score: 3)  
Risk aspect 1.47 1.47 1.47 
(Full score: 2) (Full score: 2)  (Full score: 2)  (Full score: 2)  

Overall average score 4.13 4.11 4.21 
(Full score: 7) (Full score: 7)  (Full score: 7)  (Full score: 7)  

Average self-perceived level 2.42 2.43 2.41 

(1=very low to 5=very high) 
 (1=very low to 

5=very high) 
(1=very low to 
5=very high)  

(1=very low to 
5=very high)  

*For self-perceived ones, the number of observations is 1,121 for all, 887 for women, and 234 for 

men. 

Source: Authors’ household survey in 2021. 
 

The financial literacy scores of survey respondents from our household survey are presented in 
Table 8. They illustrate three dimensions of financial knowledge, namely inflation, interest rate, 
and risk, and each is assigned a maximum score of 2, 3, and 2, respectively. The average scores 
are 1.13 for inflation, 1.53 for the interest rate, and 1.47 for the risk aspects. From the table, 
although the results for inflation and risk are almost the same for both genders, male respondents 
exhibit a slightly higher score (1.61) than female respondents (1.51) in terms of the interest rate 
aspect. The overall mean score, on a scale of 1 to 7, is 4.13 and the average score for female 
respondents is 4.11, while male respondents exhibit an average score of 4.21. 
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The average self-perceived level of financial knowledge, as measured on a scale ranging from 1 
(indicating a very low level) to 5 (indicating a very high level), is 2.42. There is no significant 
difference between genders in terms of self-perceived ratings, with female and male respondents 
showing a mean score of 2.43 and 2.41, respectively. 

 

5.2. Self-perceived financial literacy 
Figure 3 illustrates the distribution of the self-perceived financial literacy score. We asked the 
question “could you tell me how you would rate your overall knowledge about financial matters 
compared with other adults in Cambodia?”  
 
From the figure, about 47% of respondents answered that they thought they had an average or 
higher level of financial knowledge compared to other adult persons in Cambodia. Another 46% 
of the respondents said that they had a low or very low financial knowledge level compared to 
other adult people in Cambodia. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5.3. Inflation-related financial literacy 
For inflation-related financial literacy, we asked respondents to judge whether a statement is true 
or provide an answer to it. We asked the respondents two specific questions. One required them 
to determine whether the statement “high inflation indicates a rapid increase in the cost of living” 
is true or false. Another inflation-related financial literacy question asked, “Imagine that you must 
wait a year to receive a share of $100 and that the annual inflation rate is 1%. Compare USD 
100 in one year to USD 100 today; which is better?” Figure 4 demonstrates the results for these 

 

Figure 3: Self-perceived financial literacy 

Source: Authors’ household survey in 2021. 
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questions. From the figure, approximately 84% of respondents provided the correct answer for 
the first question. But only about 29% of respondents provided the correct answer for the second 
question.  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5.4. Interest rate-related financial literacy 
For interest rate-related financial literacy, we asked the respondents three questions. The first was 
a statement-type one, and we asked, “Consider that you lend USD 100 to a friend today, and he 
will give you USD 100 back tomorrow. How much interest do you charge for this loan?” 
 
The second and third questions are calculation-type ones. First, we asked respondents, based on 
a simple calculation of the interest rate, to comment on “Suppose that you put USD 100 into a 
savings account with a guaranteed interest rate of 2% per month.  You don’t make any further 
payments into this account, and you don’t withdraw any money from it. How much of your money 
would be in this account at the end of the month, once the interest payment is made?” Second, 
continuing from the first, the question is “How much would your money be in the account after 
five months?”, which relates to the compound interest rate calculation. 
Figure 5 illustrates the results for these questions. From the figure, about 94% of respondents 
provided the correct answer for the first question. But the percentage of correct answers drops 
significantly for the interest rate calculation questions. Specifically, about 40% of respondents 

 

Figure 4: Inflation-related financial literacy 

Source: Authors’ household survey in 2021. 
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provided the correct answer for the second question on simple interest rate calculation, and only 
about 19% of them provided the correct answer for the third question regarding the compound 
interest rate calculation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
5.5. Risk-related financial literacy 
For risk-related financial literacy, we ask respondents two questions. Each question is a statement-
type one. The first question about perception of high-risk, high-return activities asks, “If someone 
offers us a chance to earn a lot of money from a business, it is likely that there is also a high 
possibility that we may lose money too”. The second question regarding risk diversification asks, 
“It is less likely that we will lose all of our money if we save it in more than one place.” 
 
Figure 6 depicts the answers to these questions. Approximately 83% of respondents provided the 
correct answer to the perception question regarding high-risk, high-return activities. However, the 
percentage of correct responses for the risk-diversification perception question drops substantially 
to approximately 64%.  

 
 

Figure 5: Interest rate-related financial literacy 

Source: Authors’ household survey in 2021. 
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6. Attributes of households with only loans from informal sources 

As indicated in Section 4, our survey indicates that around 25% of households with outstanding 
loans exclusively rely on informal sources for their loan financing. In order to gain more insight 
into the characteristics exhibited by these households, a regression analysis is used to examine 
those aspects. 
 
6.1. Estimation framework 
In examining the features of households having only informal loans, the following probit 
regression equation is considered: 

Pr(𝑟𝑟𝑖𝑖 = 1|𝑑𝑑𝑖𝑖) = 𝐹𝐹(𝑑𝑑𝑖𝑖′𝛽𝛽),                          (1) 
where r is a binary variable that takes the value 1 if a household has solely informal loans and 0 
otherwise; “𝛽𝛽 = (𝛽𝛽0,  𝛽𝛽1,  ⋯ ,𝛽𝛽𝑘𝑘)′” is a (𝑘𝑘 + 1) × 1  vector of regression coefficients; “𝑑𝑑 =
(1,  𝑑𝑑1,  ⋯ ,𝑑𝑑𝑘𝑘)′” is a (𝑘𝑘 + 1) × 1  vector of the explanatory variables; and 𝑖𝑖  indicates the 
observation. F is the cumulative distribution function of the standard normal distribution. As 
explanatory variables, various household head and household characteristics are considered. 
These encompass the age, gender, years of education, and occupation of the household head, along 
with the household’s ID Poor status, income level, and land ownership. Furthermore, the primary 

 

Figure 6: Risk-related financial literacy 

Source: Authors’ household survey in 2021. 
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variables of interest are the household’s financial literacy level, which is represented by the 
financial literacy level of the respondent, and the household’s social capital. Social capital here 
refers to the social networks among people within the community. A higher social capital in a 
community means a stronger social network among the people living there. Social capital in our 
study is measured by considering two questions: “Are you or your household members active 
members of groups in your village or community (e.g., volunteer group, social activity group, 
etc.)?” and “Before COVID, how often have you or your household members (aged 18 and over) 
attended activities in your village or neighborhood over the past month?”. 
 
Our study employs probit regression given the binary dependent variable. We also use an 
instrumental-variables probit (IV-probit) model to reduce possible bias resulting from 
endogeneity issues. The endogenous variable we considered here is the financial literacy score of 
borrower households, proxied by the respondent’s financial literacy score. Two instrumental 
variables are employed: the average financial literacy score in the commune (excluding the 
respondent’s score) and the education years of respondents. These instruments are selected 
because it is likely that they have an impact on whether a household possesses only informal loans 
through their impact on households’ financial literacy level. 
 
6.2. Estimation results 
Tables 9 and 10 show the results of the probit and IV-probit estimations, respectively. Based on a 
Wald test of the exogeneity of the endogenous variables in Table 10, overall, we can reject the 
null hypothesis of no endogeneity, indicating that IV-probit estimation results are less biased and 
should be used in the discussion. 
 
From Table 10, the results indicate that there is no gender difference in the role of household 
heads, who are usually the decision-makers in households, for households having only informal 
loans. In addition, households with a lower income have a greater likelihood of having only 
informal loans. This may be due to the fact that formal lending institutions often require a certain 
level of income or financial stability, which may be inaccessible for low-income households, 
possibly forcing them to rely on informal loans. Similarly, households with farmer heads are also 
more likely to utilize informal loans. This may be due to the irregular income associated with 
farming, which makes it difficult for farmers to obtain loans from formal financial institutions. 
 
In contrast, households that own land besides housing compound land are less likely to have only 
informal loans. This may be due to the fact that owning additional properties increases the value 
of a household’s assets that can be used as collateral, thereby increasing its creditworthiness when 
accessing loans from formal lending institutions. 
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Our estimation also shows that households with a higher level of financial literacy, particularly 
interest rate-related financial literacy, are less likely to have only informal loans. This suggests 
that greater financial knowledge may result in improved financial decision-making and access to 
formal credit. In addition, households with greater social capital have a lower likelihood of having 
only informal loans. This may be due to the fact that social capital can frequently provide access 
to resources and support that can assist households in obtaining formal financing.  
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7. Factors affecting financial literacy 

7.1. Estimation framework 
For analyzing factors that influence the financial literacy of respondents, the following estimation 
equation is considered: 

𝑦𝑦𝑖𝑖 = 𝑥𝑥𝑖𝑖′𝛾𝛾 + 𝑢𝑢𝑖𝑖,                                 (2) 

where y is a respondents’ financial literacy score, “𝛾𝛾 = (𝛾𝛾0 ,  𝛾𝛾1 ,  ⋯ , 𝛾𝛾𝑙𝑙)′ ” is a (𝑙𝑙 + 1) × 1  
vector of regression coefficients; “ 𝑥𝑥 = (1,  𝑥𝑥1,  ⋯ , 𝑥𝑥𝑙𝑙)′ ” is a (𝑙𝑙 + 1) × 1  vector of the 
explanatory variables; 𝑢𝑢  is the error term; and 𝑖𝑖  indicates the observation. As explanatory 
variables, various respondents’ own characteristics and their household characteristics are 
considered. These include the age, gender, years of education, self-perceived financial literacy, 
and occupation of the household head. Additionally, we take into account the household’s ID Poor 
status, income level, number of loans, and whether they have loans from banks or MFIs. The 
primary variable of interest in our study is the household’s social capital. 
 
We use ordinary least squares (OLS) and instrumental variables (IV) regressions in our 
estimations to account for the possibility of endogeneity-related bias. Considered here is the 
endogenous variable of social capital. As previously explained, social capital refers to the social 
networks among people in a community and is measured in our study by two questions: “Are you 
or your household members active members of groups in your village or community (e.g., 
volunteer group, social activity group, etc.)?” and “Before COVID, how often have you or your 
household members (age 18 and over) attended activities in your village or neighborhood over 
the past month?” 
 
Two instrumental variables are used: the average level of social capital in the commune (excluding 
the social capital of related respondents and their households) and the per-capita income of the 
household. These instruments are chosen due to the likelihood that their impact on respondents’ 
financial literacy is through their effect on social capital levels of related respondents and their 
households. For example, a community characterized by higher average social capital may 
enhance the social capital of its residents. This environment often promotes knowledge sharing 
among community members, indirectly contributing to the improvement of individuals’ financial 
literacy. 
Moreover, individuals from households with higher incomes generally have more ability to 
engage in their community's social activities. This increased participation can lead to a rise in 
their social capital, fostering knowledge sharing. As a result, it indirectly influences their financial 
literacy. 
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7.2. Estimation results 
The results of the OLS and IV estimations are illustrated in Tables 11 and 12, respectively. Based 
on Kleibergen-Paap’s under identification test, Cragg-Donald’s weak identification test, and 
Hansen’s overidentification test results in Table 12, selected instruments are relevant, and the IV 
estimation results will be less biased and should be used in the discussion. 
 
The results in Table 12 indicate that there is no gender gap in financial literacy. A positive 
correlation is however observed between the number of years spent in general education and 
financial literacy, meaning that as the years of education increase, so does financial literacy. The 
results also indicate that poor households (households holding ID Poor) are associated with lower 
financial literacy, and households with a higher number of loans are associated with higher 
financial literacy, as is higher social capital. Moreover, the results show a negative relationship 
between self-perceived and actual financial literacy levels. Our findings are similar to those of 
Morgan and Trinh (2019), particularly in terms of gender and education effects. 
 
Regarding social capital, it can enhance financial literacy through knowledge sharing and peer-
to-peer learning. When people in the community share information and learn from one another, 
the financial literacy of the community as a whole can be improved. Enhancing social capital 
benefits not only borrowers but also financial institutions. For instance, when people have higher 
financial literacy, they are more likely to make better financial decisions in their transactions, 
which can result in better financial health for both individuals and the community as a whole. In 
addition, financial institutions can reduce negative consequences resulting from asymmetric 
information in their transactions, in a community with well-functioning social capital. 
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8. Conclusions 

The study identifies the significant role of financial literacy in enhancing financial inclusion, 
which is crucial for reducing poverty and raising living standards in Cambodia. Our findings 
support the importance of financial literacy in reducing the use of informal finance that is 
characterized by very high interest rates. The analysis also reveals a positive correlation between 
general education and financial literacy, indicating that increasing education levels can contribute 
directly to enhancing financial literacy. In addition, the study identifies a correlation between 
relatively lower-income households and lower financial literacy levels, highlighting the need for 
targeting financial education programs among these households. Lastly, the study identifies a 
correlation between higher social capital and higher financial literacy, indicating the significant 
role of community networks in enhancing financial literacy. 
 
These results have some policy implications. They emphasize the need to promote financial 
education, particularly for relatively low-income households. The study also suggests that 
enhancing social network within a community can be an effective approach for increasing 
financial literacy. Furthermore, the findings highlight the importance of general education in 
fostering financial literacy. Thus, financial education programs could be more effective to be 
implemented along with community development programs both for fostering financial literacy 
and for reducing the use of informal finance. 
 
Finally, it is important to acknowledge our study’s limitations due to the limited scope of the 
survey locations and sample size. While the study provides insights into the landscape of financial 
literacy and its determinants among microfinance borrowers in Cambodia, the interpretations 
should be made with caution.
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Abstract (in Japanese) 

 

要  約 

 

金融包摂は、途上国において貧困削減と人々の生活水準向上において重要な

役割を持つ。カンボジアでは、マイクロファイナンスの拡大は金融包摂に大いに

貢献をしてきたが、近年金融リテラシーの不十分な借り手の間で過度な債務負

担が起こっていることが指摘されている。金融リテラシーの不十分な借り手は、

ローンの返済を過小評価し、消費目的や生産性の低い投資のために高い利息で

借り入れを行っているケースがしばしば指摘されている。そのため、金融包摂を

さらに進めるうえでは、どういった要因が金融リテラシーの程度に影響してい

るのかを把握し改善していくことが求められる。本研究では、2021 年の家計調

査からのデータを用いて、カンボジアのマイクロファイナンスの借り手におけ

る金融リテラシーを測定するとともに、個人や世帯の特性に注目し、彼らの金融

リテラシーに影響を与える要因を分析した。分析の結果、(1) 金融リテラシーと

インフォーマル金融へのアクセスとの負の相関関係、(2) 教育年数と金融リテ

ラシーの間の正の相関関係、(3) 貧困と金融リテラシーとの間の負の相関関係、

および(4) 高い社会関係資本（地域内の社会的ネットワーク）と金融リテラシー

との間の正の相関関係が実証的に明らかになった。これらの分析結果は、カンボ

ジアにおける金融リテラシー改善の方向性を示唆するとともに、金融リテラシ

ーの改善が金融包摂のさらなる向上や過重債務問題の解決につながる可能性を

示唆するものと考えられる。 

 

キーワード：金融リテラシー、社会関係資本、マイクロファイナンス  
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