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Financial inclusion: what and why?



What is financial inclusion?

The uptake and usage of a range of affordable financial products and services
by individuals and businesses, provided in a manner that is accessible and safe
to the consumer and sustainable to the financial service provider.
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What is Responsible Financial Access?
G G ST ST S S S EESE S S S S S S S E E i

“Financial inclusion” is defined as the uptake and usage of a range
of appropriate financial products and services by individuals and
MSMEs, provided in a manner that is accessible and safe to the
consumer and sustainable to the provider

Financial
Inclusion

Analysis & Advisory Bl
WB R.FA Team Consumer
Lending Operations Protection

Financial
Capability

Achieving financial inclusion requires a multi-pronged approach that combines
national policy coordination, informed consumers protected from potential abuses,
and a market ecosystem with innovative products and efficient delivery channels.
The RFA team supports national authorities in all of these areas.
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Importance of aresponsible access to consumers
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It allows consumers to:

Manage economic shocks & mitigate risks

Smooth consumption via savings

Invest in human capital and entrepreneurship

Make informed choices about appropriate financial products
Protect themselves from unfair business practices

To oo oo o T

> Greater economic well-being

and resilience of individuals

Better allocation of resources &
broader economic participation
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Improved profitability,

competitiveness and growth of
firms

Stable and inclusive
financial sectors




Globally, the number of unbanked adults decreased from 2
billion in 2014 to 1.7 billion in 2017

Adults without an account, 2017
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Source: Global Findex database.
Note: Data are not displayed for economies where the share of adults without an account is 5 percent or less.



Recent progress in account ownership has been driven by
growth in financial institutionaccount s e

Sub- Saharan Africa remains the global
leader in the use of mobile money: 21% of
adults in the region have a mobile money
account. Mobile money accounts are
Adults with an account (%) particularly widespread in Kenya (73%),
Uganda (50%) and Zimbabwe (50%).
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In China, roughly 40% of
account owners use
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Source: Global Findex database.
Note: No data are available for the share of adults with a mobile money account for 2011.
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Globally, one in five account owners has In India almost half of account owners
an account that was inactive in the past have an account that remained inactive in

ear the past year
Adults with an account (%), 2017 Adults with an account (%), 2017
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Main Barriers for Financial Inclusion

In per cent Graph 1
Access has increased over time Yet some segments are lagging Barriers to greater inclusion
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1 Respondents aged 15+ who report having an account (individual or joint) at a bank or another type of financial institution or report
personally using a mobile money service in the past 12 months.

Source: World Bank Global Findex Surveys 2011, 2014, and 2017; A Demirgli¢-Kunt, L Klapper, D Singer, S Ansar and J Hess. The Global Findex
Database 2017: Measuring financial inclusion and the Fintech revolution, World Bank, 2018.
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Increased Focus on Digital & Fintech

FIGURE 2.1 Issuance of E-Money by Nonbanks

% of responding jurisdictions that have a have a legal/regulatory framework for Nonbank E-money Issuers, by income and
regionai group
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Increased Focus on Digital & Fintech

Digital payments and fintech credit Graph 5
Smartphone penetration has improved, in both AEs and  Fintech credit has risen rapidly?
EMEs
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Afr = selected African countries, based on availability; Asia = selected Asian countries, based on availability; Eur = select European countries,
based on availability; Lat = select Latin American countries, based on availability.

! Based on availability, simple average of AU, BE, CA, CH, DE, DK, ES, FI, FR, GB, GR, IE, IT, JP, NL, NO, NZ, PT, SE, SK and US. 2 Based on
availability, simple average of AR, BR, CL, CN, CO, CZ, HK, HU, ID, IN, KR, MX, MY, PE, PH, PL, RU, SA, SG, TH,TR, TW and ZA. * The bars
indicate annual global lending flows by fintech and big tech firms in the 2013-17 period. Figures include estimates.

Sources: J Frost, L Gambacorta, Y Huang and H S Shin, "Big tech and the changing structure of financial intermediation”, BIS Working Papers,
no 779, 2019; big tech companies’ financial statements; Cambridge Centre for Alternative Finance and research partners; Newzoo.

11 Source: Central Banking and Innovation: partners in the quest for financial inclusion (BIS, 2019) @ WORLD BANK GROUP



Fintech: An overview



The pace of technology adoption in Financial Services is

accelerating é
S
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é a n dconfiguring business models with new challenges

New providers
from outside the
regulated sector

New products and
services

Disaggregated and Hybrid businesses
recomposed value that cut across
chains regulators
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The World of Fintechs

A FinTech: ftemnabledol ogy:
innovation in financial services that ca
result in new business models,
applications, processes or products
with an associated material effect on
the provision of fi
(FSB)

A FinTech is accelerating change in the
financial sector - leveraging usage of
big data, advances in artificial
intelligence, computing power,
cryptography, and the reach of the
Internet

A FinTech offers advantages (efficiency,
better products, financial inclusion), but
it may also pose risks (competition,
trust, monetary policy, financial
stability)

A Questions: What is the impact on the
financial sector? How should regulation .
tespond? e, te, T,



Fintechs T Denifition and Classification
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Examples of how Fintechs can transform financial services
S S S S S S ESeESeE S S EESESE S S S S S S EE E E i

17 @ WORLD BANKGROUP



