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Financial inclusion: what and why?
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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.

Financial Inclusion

Accessibility

Active Usage Appropriateness Safety

Sustainability



What is Responsible Financial Access?
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Importance of a responsible access to consumers
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Globally, the number of unbanked adults decreased from 2 

billion in 2014 to 1.7 billion in 2017
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Recent progress in account ownership has been driven by 

growth in financial institution accounts…

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 

particularly widespread in Kenya (73%), 

Uganda (50%) and Zimbabwe (50%). 

In China, roughly 40% of 

account owners use 

financial institution 

accounts to make mobile 

payments through apps  
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…but 20 per cent of account owners have inactive accounts
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Main Barriers for Financial Inclusion

Source: Central Banking and Innovation: partners in the quest for financial inclusion (BIS, 2019)
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Increased Focus on Digital & Fintech
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Increased Focus on Digital & Fintech

Source: Central Banking and Innovation: partners in the quest for financial inclusion (BIS, 2019)
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Fintech: An overview
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The pace of technology adoption in Financial Services is 
accelerating …
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… and re-configuring business models with new challenges
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The World of Fintechs

• FinTech: “technology-enabled 
innovation in financial services that can 
result in new business models, 
applications, processes or products 
with an associated material effect on 
the provision of financial services” 
(FSB)

• 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

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

• Questions: What is the impact on the 
financial sector? How should regulation 
respond? 



Fintechs – Denifition and Classification
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Source: FSB, Financial Stability Implications of FinTech, July 2017



Examples of how Fintechs can transform financial services
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Fintech Landscape in LAC
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Source: IMF Working Paper, Fintech in LAC: Stocktaking (2019)



Fintech Landscape in LAC
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Source: IMF Working Paper, Fintech in LAC: Stocktaking (2019)
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Inclusive fintech: challenges along 
with opportunities
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What does disruptive innovation offer financial inclusion?

Mobile & Internet

Open APIs

AI & ML

Big Data & Analytics

Cloud Computing

Blockchain

▪ Expanded distribution channels that enable access
to financial services for dispersed populations in remote
and rural areas (M-PESA, AliPay)

▪ New, affordable products and services that are better
tailored to the needs of excluded and underserved
customers

▪ New business models that allow financial service
providers to serve marginalized clients at scale (PayGo)

▪ Operational efficiencies that allow financial service
providers to service low-margin clients profitably (Yu’e
Bao)

▪ New compliance and risk management tools that
address barriers related to customer due diligence
(iProov), improve traceability of transactions and enable
alternative credit scoring and risk assessments (Tala)

▪ Increased competition across the value chain that
may prompt incumbents to pay more attention to
excluded and underserved customers
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Fintech presents challenges as well as opportunities

Fraud or other 

market abuses, inc. AML/CFT: 

Access to customer information can 

lead to abuse without adequate 

consumer protection mechanisms.

Cryptocurrencies (like Bitcoin) have 

been used for illicit activities.

FinTech has the 

potential to rapidly 

expand financial access 

and inclusion

But it also poses 

important

challenges and risks

Consumer risks: 

New providers may be 

insufficiently regulated / 

monitored, and may not fully 

comply with 

disclosure/transparency and fair 

treatment requirements.

Risks of cyber attack:

Cyber attacks can be at the 

regulator, financial market 

infrastructure, financial 

institution or consumer 

level

Over-indebtedness:

New/easier access to digital 

credit may cause borrowers 

to be more susceptible, 

particularly without 

adequate financial capability.

Regulatory & Supervisory 

Perimeter, Capacity:

Fintech players may not fit with 

regulatory/ supervisory remits.

Developing country supervisors 

have systems & capacity 

constraints

Financial Stability: 
Unsupervised linkages; 

Exacerbate credit cycles; 

Untested credit models; 

Affect banking system 

profitability
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Fintech presents potential benefits and risks with respect to 

achieving regulatory/supervisory objectives
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Examples of risks to consumers and why have a 

comprehensive Reg/Sup FCP Framework in the context of 

digital economy?

• New providers and business models

• New forms of technology

• Clients with low levels of financial and technological capability

• Safeguarding client funds

• System outages 

• Mistaken and unauthorized transactions

• Transparency in a digital context  

• Poor product design 

• Agent networks

• Consumer recourse 

• Interoperability of providers and agents

• Protection of client data



Developing a regulatory strategy
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National financial inclusion strategies can incorporate actions 

to promote inclusive fintech… 

Common Policy Areas
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…but regulators should consider how financial inclusion 

interacts with broader regulatory objectives…

The ‘I-SIP’ framework is a structured approach to identifying synergies and
managing trade-offs between four key regulatory objectives: financial inclusion (I)
financial stability (S), financial integrity (I) and consumer protection (P)

I-SIP

Inclusion

Stability

Integrity

Protection

Responsible 
Innovation?Competition
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…and focus efforts on coordination, collaboration, and  

knowledge-sharing within and across borders
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Sandboxes
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• A regulatory sandbox is a framework set up by 

a financial sector regulator to allow small scale, 

live testing of innovations by private firms in a 

controlled environment (operating under a 

special exemption, allowance, or other limited, 

time bound exception) under the regulator’s 

supervision. (CGAP)

• The regulator closely monitors key metrics of 

the sandbox and adjusts regulatory parameters 

on a periodic basis

• After successful testing of the solutions, firms 

are allowed to take their products to market 

based on the guidelines defined by the regulator
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Challenges Faced by Regulators

• Lack of regulatory capacity

(resources, staff expertise)

• Underdeveloped financial market 

infrastructure

• Complexities of balancing 

regulatory objectives of financial 

inclusion, stability, integrity, 

consumer protection, competition

• Inability to adapt to fast changing 

environment of digital finance and 

technology driven innovation

How Sandboxes Can Help

• Opens space for innovation

• Enables regulators to revise and 
shape regulatory and supervisory 
framework easily

• Encourages open and active dialogue 
between regulators and innovative 
financial service providers where 
each side learns from the other

• In a Nutshell: FinTechs can focus on 
technology aspects and worry less 
about regulations; the regulator can 
closely monitor and assess
developments in a controlled 
environmentThe world’s first 

regulatory 

sandbox was set 

up by the 

Financial Conduct 

Authority (FCA) of 

the UK in 2016
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RegTech/SupTech
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Areas of SupTech applications 
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Financial Stability Institute, 2018. “Innovative technology in financial supervision (suptech) – the experience of early users. FSI Insights No. 9
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Source: FSI Insights N. 9, 2018



Thank you!


