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Overview

F 
inancial inclusion—typically defined as 
the proportion of individuals and firms 

that use financial services—has become a 
subject of considerable interest among policy 
makers, researchers, and other stakeholders. 
In international forums, such as the Group of 
Twenty (G-20), financial inclusion has moved 
up the reform agenda. At the country level, 
about two-thirds of regulatory and supervi-
sory agencies are now charged with enhanc-
ing financial inclusion. In recent years, some 
50 countries have set formal targets and goals 
for financial inclusion.

The heightened interest reflects a better 
understanding of the importance of finan-
cial inclusion for economic and social devel-
opment. It indicates a growing recognition 
that access to financial services has a critical 
role in reducing extreme poverty, boosting 
shared prosperity, and supporting inclusive 
and sustainable development. The inter-
est also derives from a growing recognition 
of the large gaps in financial inclusion. For 
example, half of the world’s adult popula-
tion—more than 2.5 billion people—do not 
have an account at a formal financial institu-
tion (figure O.1). Some of this nonuse demon-
strates lack of demand, but barriers such as 

cost, travel distance, and amount of paper-
work play a key part. It is encouraging that 
most of these barriers can be reduced by bet-
ter policies.

Indeed, some progress has been achieved. 
For example, in South Africa, 6 million basic 
bank accounts were opened in four years, 
significantly increasing the share of adults 
with a bank account. Worldwide, hundreds 
of millions have gained access to electronic 
payments through services using mobile 
phone platforms. In the World Bank’s Global 
Financial Barometer (Čihák 2012; World 
Bank 2012a), 78 percent of the financial sec-
tor practitioners surveyed indicated that, in 
their assessment, access to finance in their 
countries had improved substantially in the 
last five years.

But boosting financial inclusion is not 
trivial. Creating new bank accounts does not 
always translate into regular use. For exam-
ple, of the above-mentioned 6 million new 
accounts in South Africa, only 3.5 million 
became active, while the rest lie dormant.

Moreover, things can go—and do go—
badly, especially if credit starts growing rap-
idly. The promotion of credit without suf-
ficient regard for financial stability is likely 
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This is where the current report fits in. 
It provides a careful review and synthesis 
of recent and ongoing research on financial 
inclusion, identifying which policies work, 
and which do not, as well as areas where 
more evidence is still needed. Box O.1 pro-
vides the main messages of this synthesis.

 Despite the growing interest, the views 
of policy makers and other financial sector 
practitioners on the policies that work best 
are widely split (box O.2), underscoring the 
major gaps in knowledge about the effects 
of key policies on financial inclusion. Hence, 
this Global Financial Development Report, 
while recognizing the complexity of the ques-
tions and the limits of existing knowledge, 
introduces new data and research and draws 
on available insights and experience to con-
tribute to the policy discussion.

FINANCIAL INCLUSION: 
MEASUREMENT AND IMPACT

Financial inclusion and access to finance 
are different issues. Financial inclusion is 
defined here as the proportion of individu-
als and firms that use financial services. The 
lack of use does not necessarily mean a lack 
of access. Some people may have access to 
financial services at affordable prices, but 
choose not to use certain financial services, 
while many others may lack access in the 
sense that the costs of these services are pro-
hibitively high or that the services are simply 
unavailable because of regulatory barriers, 
legal hurdles, or an assortment of market 
and cultural phenomena. The key issue is the 
degree to which the lack of inclusion derives 
from a lack of demand for financial services 
or from barriers that impede individuals and 
firms from accessing the services.

Globally, about 50 percent of adults have 
one or more bank accounts, and a nearly 
equal share are unbanked. In 2011, adults 
who were banked included the 9 percent of 
adults who received loans and the 22 per-
cent of adults who saved through financial 
institutions.

Looking beyond global averages, we find 
that financial inclusion varies widely around 

to result in a crisis. A spectacular recent 
example is the subprime mortgage crisis in 
the United States in the 2000s: the key con-
tributing factors included the overextension 
of credit to noncreditworthy borrowers and 
relaxation in mortgage-underwriting stan-
dards. Another example of overextension 
of credit in the name of access was the cri-
sis in India’s microfinance sector in 2010. 
Because of a rapid growth in loans, India’s 
microfinance institutions were able to report 
high profitability for years, but this resided 
on large indebtedness among clients. While 
these two examples (explored in chapter 1, 
box 1.5) are more complex, they illustrate the 
broader point that deep social issues cannot 
be resolved purely with an infusion of credit. 
If not implemented properly, efforts to pro-
mote financial inclusion can lead to defaults 
and other negative effects.

Figure O.1 use of Bank Accounts and  
Self-reported Barriers to use

Source: Global Financial inclusion (Global Findex) Database, world Bank, 
washington, Dc, http://www.worldbank.org/globalfindex.
Note: Self-reported barriers to use of formal bank accounts. Respondents 
could choose more than one reason. “not enough money” refers to the 
percentage of all adults who reported only this reason.
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BOx O.1 Main Messages of This report

The level of financial inclusion varies widely around 
the world. Globally, about 50 percent of adults have 
a bank account, while the rest remain unbanked, 
meaning they do not have an account with a for-
mal financial institution. Not all the 2.5 billion 
unbanked need financial services, but barriers such 
as cost, travel distance, and documentation require-
ments are critical. For example, 20 percent of the 
unbanked report distance as a key reason they do 
not have an account. The poor, women, youth, and 
rural residents tend to face greater barriers to access. 
Among firms, the younger and smaller ones are con-
fronted by more binding constraints. For instance, 
in developing economies, 35 percent of small firms 
report that access to finance is a major obstacle to 
their operations, compared with 25 percent of large 
firms in developing economies and 8 percent of large 
firms in developed economies.

Financial inclusion is important for development 
and poverty reduction. Considerable evidence indi-
cates that the poor benefit enormously from basic 
payments, savings, and insurance services. For firms, 
particularly the small and young ones that are sub-
ject to greater constraints, access to finance is associ-
ated with innovation, job creation, and growth. But 
dozens of microcredit experiments paint a mixed 
picture about the development benefits of micro-
finance projects targeted at particular groups in the 
population.

Financial inclusion does not mean finance for 
all at all costs. Some individuals and firms have no 
material demand or business need for financial ser-
vices. Efforts to subsidize these services are coun-
terproductive and, in the case of credit, can lead to 
overindebtedness and financial instability. However, 
in many cases, the use of financial services is con-
strained by regulatory impediments or malfunction-
ing markets that prevent people from accessing ben-
eficial financial services.

The focus of public policy should be on address-
ing market failures. In many cases, the use of 
financial services is constrained by market failures 
that cause the costs of these services to become 
prohibitively high or that cause the services to 
become unavailable due to regulatory barriers, legal 
hurdles, or an assortment of market and cultural 
phenomena. Evidence points to a function for gov-
ernment in dealing with these failures by creating 
the associated legal and regulatory framework (for 
example, protecting creditor rights, regulating busi-
ness conduct, and overseeing recourse mechanisms 
to protect consumers), supporting the information 

environment (for instance, setting standards for 
disclosure and transparency and promoting credit 
information–sharing systems and collateral reg-
istries), and educating and protecting consumers. 
An important part of consumer protection is repre-
sented by competition policy because healthy com-
petition among providers rewards better performers 
and increases the power that consumers can exert 
in the marketplace. Policies to expand account pen-
etration—such as requiring banks to offer basic or 
low-fee accounts, granting exemptions from oner-
ous documentation requirements, allowing corre-
spondent banking, and using electronic payments 
into bank accounts for government payments—are 
especially effective among those people who are 
often excluded: the poor, women, youth, and rural 
residents. Other direct government interventions—
such as directed credit, debt relief, and lending 
through state-owned banks—tend to be politicized 
and less successful, particularly in weak institu-
tional environments.

New technologies hold promise for expanding 
financial inclusion. Innovations in technology—such 
as mobile payments, mobile banking, and borrower 
identification using biometric data (fingerprint-
ing, iris scans, and so on)—make it easier and less 
expensive for people to use financial services, while 
increasing financial security. The impact of new 
technologies can be amplified by the private sector’s 
adoption of business models that complement tech-
nology platforms (as is the case with banking corre-
spondents). To harness the promise of new technolo-
gies, regulators need to allow competing financial 
service providers and consumers to take advantage 
of technological innovations.

Product designs that address market failures, 
meet consumer needs, and overcome behavioral 
problems can foster the widespread use of finan-
cial services. Innovative financial products, such as 
index-based insurance, can mitigate weather-related 
risks in agricultural production and help promote 
investment and productivity in agricultural firms. 
Improvements in lending to micro and small firms 
can be achieved by leveraging existing relationships. 
For example, novel mechanisms have broadened 
financial inclusion by delivering credit through retail 
chains or large suppliers, relying on payment histo-
ries in making loan decisions, and lowering costs by 
using existing distribution networks.

It is possible to enhance financial capability—
financial knowledge, skills, attitudes, and behav-
iors—through well-designed, targeted interven-

(box continued next page)
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BOx O.1 Main Messages of This report (continued)

tions. Financial education has a measurable impact 
if it reaches people during teachable moments, for 
instance, when they are starting a job or purchas-
ing a major financial product. Financial education 
is especially beneficial for individuals with lim-
ited financial skills. Leveraging social networks 
(for example, involving both parents and children) 
tends to enhance the impact of financial education. 
Delivery mode matters, too; thus, engaging delivery 

channels—such as entertainment education—shows 
promise. In microenterprises, business training pro-
grams have been found to lead to improvements in 
knowledge, but have a relatively small impact on 
business practices and performance and depend on 
context and gender, with mixed results. The con-
tent of training also matters: simple rule-of-thumb 
training is more effective than standard training in 
business and accounting.

BOx O.2  The Views of Practitioners on Financial inclusion:  
The global Financial Barometer

To examine views on financial inclusion among 
some of the World Bank’s clients, the Global Finan-
cial Development Report team has undertaken the 
second round of the Financial Development Barom-
eter, following up on the first such survey from the 
previous round (Čihák 2012; World Bank 2012a). 
The barometer is a global informal poll of views, 
opinions, and sentiments among financial sector 
practitioners (central bankers, finance ministry offi-
cials, market participants, and academics, as well as 
representatives of nongovernmental organizations 
and interdisciplinary research entities focusing on 
financial sector issues).

The barometer contains 23 questions arranged 
in two categories: (1) general questions about finan-
cial development and (2) specific questions relating 
to the specific topic of the relevant Global Finan-
cial Development Report. The results of the first 

barometer, which addresses specific questions on 
the state’s role in finance, were reported in Global 
Financial Development Report 2013. Selected 
results of the second barometer, with specific ques-
tions on financial inclusion, are reported in this 
box. (Additional information is available on the 
report’s website, at http://www.worldbank.org 
/financialdevelopment.) The barometer poll was 
carried out in 2012/13 and covers respondents from 
21 developed and 54 developing economies. Of the 
265 individuals polled, 161 responded (a response 
rate of 61 percent).

According to the survey results, a majority of 
respondents see financial inclusion as a big problem 
both for households and for small enterprises. At the 
same time, most respondents see an improving trend 
in the access to finance in the last five years (table 
BO.2.1, rows 1–3).

TABle BO.2.1 Selected results of the 2012–13 Financial Development Barometer
% of respondents agreeing with the statements

1. “Access to basic financial services is a significant problem for households in my country.” 61

2. “Access to finance is a significant barrier to the growth of small enterprises in my country.” 76

3. “In my country, access to finance has improved significantly over the last 5 years.” 78

4. “State banks and targeted lending programs to poorer segments of the population (social banking) are a 
useful tool to increase financial access.”

80

5. “Social banking actually plays an important role in increasing financial access in my country.” 43

6. “The lack of knowledge about basic financial products and services is a major barrier to financial access 
among the poor in my country.”

78

Source: Financial Development Barometer; for full results, see the Global Financial Development Report website, at http://www.worldbank.org/financialdevelopment.

(box continued next page)
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workforce, or less well educated, or who live 
in rural areas are much less likely to have an 
account (figure O.2). Account ownership also 
goes hand in hand with income equality: the 
more even the distribution of income within 
a country, the higher the country’s account 
penetration. What helps is a better enabling 
environment for accessing financial services, 
such as lower banking costs, proximity to 
financial providers, and fewer documentation 
requirements to open an account.

While the disparities are less pronounced 
in the access of firms to finance, significant 
differences persist across countries and by 
characteristics such as firm age and size. 
Younger and smaller firms face greater con-
straints, and their growth is affected rela-
tively more by the constraints.

Research highlighted in this report shows 
that financial inclusion matters for economic 
development and poverty reduction. A range 
of theoretical models demonstrate how the 
lack of access to finance can lead to poverty 

the world. Newly available user-side data 
show striking disparities in the use of finan-
cial services by individuals in developed 
and developing economies. For instance, 
the share of adults with a bank account in 
developed economies is more than twice the 
corresponding share in developing ones. The 
disparities are even larger if we examine the 
actual use of accounts (map O.1). Worldwide, 
44 percent of adults regularly use a bank 
account. However, if we focus on the bottom 
40 percent of income earners in developing 
countries, we find that only 23 percent regu-
larly use an account, which is about half the 
participation rate among the rest of the popu-
lations of these countries (the corresponding 
participation rates in developed economies 
are 81 percent and 88 percent, respectively).

From the viewpoint of shared prosperity, 
it is particularly troubling that the dispari-
ties in financial inclusion are large in terms of 
population segments within countries. People 
who are poor, young, unemployed, out of the 

BOx O.2  The Views of Practitioners on Financial inclusion:  
The global Financial Barometer (continued)

On the role of the state, there is an interesting 
disconnect: 80 percent of the respondents consider 
social banking—that is, state banks and lending 
programs targeted at poorer segments of the popula-
tion—as a useful tool to increase financial access, 
but only about 50 percent think that social banking 
actually plays a major part in expanding financial 
access (table BO.2.1, rows 4–5).

Another interesting result is that 78 percent of 
the respondents consider the lack of knowledge 
about basic financial products and services as a 
major barrier to financial access among the poor 
(table BO.2.1, row 6). Corresponding to this result, 
for views about the best policy to improve access to 
finance among low-income borrowers, the policy 
selected by the greatest number of respondents (32 
percent) was financial education (figure BO.2.1).

Figure BO.2.1 Views on effective Financial 
inclusion Policies

32%

33%

17%

18%

Better legal
framework

Financial
education

Other

Promotion of 
new lending 
technologies

Source: Financial Development Barometer; for full results, see the Global 
Financial Development Report website, at http://www.worldbank.org 
/financialdevelopment.
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Figure O.2 Correlates of Financial inclusion

Source: Based on Allen, Demirgüç-Kunt, and others 2012.
Note: Results from a probit regression of a financial inclusion indicator on country fixed effects and a set of individual characteristics for 124,334 adults (15 years of age and older) 
covered in 2011 in the Global Financial inclusion (Global Findex)  Database (http://www.worldbank.org/globalfindex). the financial inclusion indicator is a 0/1 variable indicating 
whether a person had an account at a formal financial institution in 2011. See Allen, Demirgüç-Kunt, and others (2012) for definitions, data sources, the standard errors of the 
parameter estimates, additional estimation methods, and additional regressions for other dependent variables (savings and the frequency of use of accounts).
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such as machines and other equipment, 
can greatly spur firm access to finance (fig-
ure O.3). Importantly, the improvements 
in access to finance are larger among small 
firms.

This evidence shows that improvements in 
the legal, regulatory, and institutional envi-
ronment, which tend to be helpful for devel-
opment in general, are also quite useful for 
financial inclusion.

How about policies aimed more directly 
at financial inclusion? New evidence on 
142,000 people in 123 countries suggests 
that policies aimed specifically at enhanc-
ing account penetration and payments can 
be effective, especially among the poor, 
women, youth, and rural residents. Spe-
cifically, Allen, Demirgüç-Kunt, and others 
(2012) show that, in countries with higher 
banking costs, financially excluded individ-
uals are more likely to report that they per-
ceive not having enough money as a barrier 
to opening an account. Focusing only on 

traps and inequality. Empirical evidence on 
the impact of financial inclusion paints a pic-
ture that is far from black and white. The evi-
dence varies by type of financial services. For 
basic payments and savings, evidence on the 
benefits, especially among poor households, 
is quite supportive. For insurance products, 
there is also some evidence of a positive 
impact, although studies on the effects of 
microinsurance are inconclusive. As regards 
access to credit, evidence on microcredit is 
mixed, with some cautionary findings on the 
pitfalls of microcredit. For small and young 
firms, access to credit is important.

The message from the research is thus a 
nuanced one: for inclusion to have positive 
effects, it needs to be achieved responsibly. 
Creating many bank accounts that lie dor-
mant makes little sense. While inclusion has 
important benefits, the policy objective can-
not be inclusion for inclusion’s sake, and the 
goal certainly cannot be to make everybody 
borrow.

PUbLIC POLICy ON FINANCIAL 
INCLUSION: OvERALL FINDINgS

Enhancing financial inclusion requires the 
policy and market problems that lead to 
financial exclusion to be addressed. The pub-
lic sector can promote this goal by developing 
the appropriate legal and regulatory frame-
work and supporting the information envi-
ronment, as well as by educating and pro-
tecting the users of financial services. Many 
of the public sector interventions are more 
effective if the private sector is involved. For 
example, improvements in the credit environ-
ment, disclosure practices, and the collateral 
framework can be more effective with private 
sector buy-in and support.

New evidence showcased in this report 
suggests that the government has a par-
ticularly important role in overseeing the 
information environment. Public policy can 
achieve potentially large effects on financial 
inclusion through reforms of credit bureaus 
and collateral registries. Evidence highlighted 
in the report indicates that the introduction 
or reform of registries for movable collateral, 

Figure O.3 effect of Collateral registry reforms on Access to 
Finance

Source: Doing Business (database), international Finance corporation and world Bank, washing-
ton, Dc, http://www.doingbusiness.org/data; enterprise Surveys (database), international Finance 
corporation and world Bank, washington, Dc, http://www.enterprisesurveys.org; calculations by 
Love, martínez pería, and Singh 2013.
Note: Based on firm-level surveys in 73 countries, the study compares the access of firms to credit 
in seven countries that have introduced collateral registries for movable assets against the access 
of firms in a sample of countries matched by region and income per capita.
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Against this broader policy context, the 
report examines three focus areas: (1) the 
potential of new technology to increase 
financial inclusion; (2) the role of business 
models and product design; and (3) the role 
of financial literacy, financial capability, and 
business training. These three areas can rein-
force each other. For example, new technol-
ogy can be used not only to boost financial 
inclusion, but also to improve product design 
and strengthen financial capability (as exam-
ined in the studies on the use of text messages 
to promote savings behavior that are refer-
enced in chapter 2). The report’s emphasis of 
these areas reflects the impact these areas can 
have on financial inclusion and shared pros-
perity, as well as the fact that there is new 
evidence to highlight. (For help in navigating 
the report, see box O.3.)

FOCUS AREA 1:  
ThE PROMISE OF TEChNOLOgy

Technological innovations can lower the cost 
and inconvenience of accessing financial ser-
vices. The last decade has been marked by a 
rapid growth in new technologies, such as 
mobile payments, mobile banking, Internet 
banking, and biometric identification tech-
nologies. These technological innovations 
allow for a significant reduction in trans-
action costs, leading to greater financial 
inclusion.

While much of the public discussion has 
focused on mobile payments and mobile 
banking, other new technologies are also 
promising. Recent research suggests that 
biometric identification (such as fingerprint-
ing, iris scans, and so on) can substantially 
reduce information problems and moral haz-
ard in credit markets. To illustrate, figure 
O.4 shows results from a study authored by 
World Bank researchers and based on a field 
experiment involving the introduction of fin-
gerprinting among borrowers. The interven-
tion significantly improved the lender’s abil-
ity to deny credit in a later period based on 
previous repayment performance. This, in 
turn, reduced adverse selection and moral 
hazard, leading to improved loan perfor-
mance among the weakest borrowers.

financially excluded individuals who report 
“not having enough money” as the only bar-
rier, they observe that the presence of basic 
or low-fee accounts, correspondent bank-
ing, consumer protection, and accounts to 
receive “government-to-person” (G2P) pay-
ments lower the likelihood that these indi-
viduals will cite lack of funds as a barrier. 
While these results are not causal, they hint 
that government policies to enhance inclu-
sion may be related to a higher likelihood 
that individuals consider that financial ser-
vices are within their reach.

In contrast, direct government interven-
tions in credit markets tend to be politicized 
and less successful, particularly in environ-
ments with weak institutions. Examples of 
such direct interventions include bailouts 
and debt relief for households, directed 
credit, subsidies, and lending via state-
owned financial institutions. The challenges 
associated with these direct government 
interventions are discussed in Global Finan-
cial Development Report 2013, where the 
focus is “Rethinking the Role of the State in 
Finance.” The current report highlights addi-
tional, novel evidence. For example, recent 
in-depth analysis of India’s 2008 debt relief 
for highly indebted rural households finds 
that, while the initiative led to the intended 
reductions in household debt, it was associ-
ated with declines in investment and agricul-
tural productivity (Kanz 2012).

Research also suggests that it mat-
ters how the various interventions are put 
together. Packaging reforms together leads 
to scale effects—positive and negative—
and to sequencing issues. For example, in a 
country in which creditor rights are weakly 
enforced because of a poorly functioning 
judiciary, a policy that would center solely 
on the computerization and unification of 
credit registries for movable collateral would 
have a limited impact on credit inclusion if 
it were not combined with other supportive 
reforms that may take longer to implement. 
Considerations of this sort help impart some 
welcome realism to aspirational objectives 
of universal access and assist countries in 
operationalizing their national financial 
inclusion strategies.
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payment services took off when the coun-
try’s mobile phone penetration rate was only 
about 20 percent. This was similar to the 
penetration rate in countries such as Afghan-
istan, Rwanda, and Tanzania, where mobile 
payments have not developed to such a high 
degree.

The adoption of new technologies has 
taken different paths in different economies. 
In mobile technology, for instance, neither 
ubiquity nor a high penetration of mobile 
phones is a necessary condition for the devel-
opment of mobile banking. To illustrate this, 
consider the example of Kenya, where mobile 

BOx O.3 Navigating This report

The rest of the report consists of three chapters, 
which cover (1) the importance of financial inclusion, 
some key facts, and drivers of financial inclusion;  
(2) financial inclusion for individuals; and (3) finan-
cial inclusion among firms. Within these broader 
topic areas, the report focuses on policy-relevant 
issues on which new evidence can be provided.

Chapter 1 introduces the concept of financial 
inclusion and reviews the evidence on its links to 
financial, economic, and social development. It dis-
cusses the benefits of and the limits to inclusion and 
the importance of pursuing this agenda responsi-
bly. It highlights evidence based on theoretical and 
empirical research on the impact of financial inclu-
sion on economic development and identifies trans-
mission channels through which financial inclusion 
contributes to income equality and poverty reduc-
tion. The chapter introduces cross-cutting issues 
related to financial inclusion, such as the relationship 
between financial sector structure and inclusion.

Chapter 2 focuses on financial inclusion among 
individuals. It starts with a discussion on the role 
of technology in financial inclusion. This is fol-
lowed by an examination of private sector initia-
tives in financial inclusion, particularly product 
designs that address market failures, meet consumer 
needs, and overcome behavioral problems to foster 
the widespread use of financial services. Financial 
literacy and capability are another area of special 
focus. The chapter ends with an in-depth discus-
sion of the various public sector policies in financial 
inclusion and provides some evidence-based policy 
recommendations.

Chapter 3 covers financial inclusion among firms. 
It focuses on firms that face market failures that 
restrict access to finance, such as small firms and 
young firms. The discussion covers access not only 
to formal bank credit, but also to microfinance, pri-
vate equity, and other forms of finance, such as fac-
toring and leasing. The chapter focuses on access to 

credit, but it also discusses the importance of savings 
and insurance products for firms. The chapter high-
lights three topics that have recently received much 
policy and research attention: (1) whether gender 
matters in lending and the extent to which differ-
ences in firm growth arise because of differences in 
access to finance among firms owned by women and 
firms owned by men; (2) the challenges and financ-
ing needs of rural firms; and (3) the role of finance in 
promoting innovation.

The Statistical Appendix consists of three parts. 
Appendix A presents basic country-by-country data 
on financial system characteristics around the world. 
It also shows averages of the same indicators for 
peer categories of countries, together with summary 
maps. It is an update of information in the 2013 
Global Financial Development Report. Appendix 
B provides additional information on key aspects 
of financial inclusion around the world. Appendix 
C contains additional data on Islamic banking and 
financial inclusion in member countries of the Orga-
nization of Islamic Cooperation (OIC).

 The accompanying website (http://www.world 
bank.org/financialdevelopment) contains a wealth of 
underlying research, additional evidence, including 
country examples, and extensive databases on finan-
cial development. It provides users with interactive 
access to information on financial systems. The web-
site is a place where users can supply feedback on the 
report, participate in an online version of the Finan-
cial Development Barometer, and submit suggestions 
for future issues of the report. The website also pres-
ents an updated and expanded version of the Global 
Financial Development Database, a data set of 104 
financial system characteristics for 203 economies 
since 1960, which was launched together with the 
2013 Global Financial Development Report. The 
database has now been updated with data on 2011, 
and new series have been added to the data set, espe-
cially in areas related to the nonbank financial sector.
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banks diminish the access of firms to finance. 
This effect is stronger if financial develop-
ment is less advanced, if the share of govern-
ment banks is higher, and if credit informa-
tion is less available or of lower quality.

FOCUS AREA 2:  
PRODUCT DESIgN AND 
bUSINESS MODELS

Wider use of financial services can also be 
fostered by innovative product designs that 
address market failures, meet consumer 
needs, and overcome behavioral problems. 
One example of such product design is the 
commitment savings account, whereby an 
individual deposits a certain amount and 
relinquishes access to the cash for a period of 
time or until a goal has been reached. These 
accounts have been viewed as a tool to pro-
mote savings by mitigating self-control issues 
and family pressures to share windfalls. 
One of the studies authored by World Bank 
researchers and highlighted in this report 
(Brune and others 2011) finds that farm-
ers who were offered commitment accounts 

The evidence indicates that one of the fac-
tors that truly make a difference is competi-
tion among providers of financial services. To 
harness the potential of technologies, regula-
tors need to allow competing financial service 
providers and consumers to take advantage 
of technological innovations. This may seem 
controversial for two main reasons. First, 
regulators have to walk a fine line between 
providing incentives for the development of 
new payment technologies (allowing pro-
viders to capture some monopoly rents to 
recoup investments) and requiring the new 
platforms to be open. Second, competition 
without proper regulation and supervision 
could cause credit to become overextended 
among people who are not qualified, which 
could lead to a crisis. But, as noted in the 
first Global Financial Development Report 
(World Bank 2012a), the evidence on crises 
actually underscores that healthy competition 
among providers rewards better performers 
and increases the power that consumers can 
exert in the marketplace. The present report 
follows up on this theme, highlighting new 
evidence that low rates of competition among 

Figure O.4 Fingerprinting and repayment rates, Malawi

Source: calculations based on Giné, Goldberg, and Yang 2012.
Note: the repayment rates among fingerprinted and control groups by quartiles of the ex ante probability of default. individuals in the “worst” quintile 
(Q1) are those with the highest probability of default and those on whom fingerprinting had the largest effect.
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saved more than farmers who were offered 
checking accounts. This had positive effects 
on agricultural input use, crop sales, and 
household expenditures. The study finds that 
commitment accounts work primarily by 
shielding the funds of farmers from the social 
networks of the farmers, rather than by help-
ing the farmers deal with self-control issues.

Another example of innovative product 
design is index-based insurance. In contrast 
to traditional insurance, payouts for index-
based insurance are linked to a measurable 
index, such as the amount of rainfall over a 
given time or commodity prices at a given 
date. Index insurance reduces problems of 
moral hazard because payouts occur accord-
ing to a measurable index that is beyond 
the control of the policyholder. Also, index 
insurance is well suited to protect against the 
adverse shocks that affect many members of 
informal insurance networks simultaneously. 
It has clear benefits for lenders and a poten-
tial to increase financial inclusion and agri-
cultural production. Interestingly, however, 
the take-up of index insurance has often been 
low. For example, in a randomized experi-
ment with farmers highlighted in this report, 
take-up was only 20 percent for loans with 
rainfall insurance, compared with 33 percent 
for loans without insurance (Giné and Yang 
2009). New evidence from field experiments 
suggests that lack of trust and liquidity con-
straints are significant nonprice frictions that 
constrain demand. Therefore, what helps is 
to design financial products that pay often 
and quickly; endorsements by credible, well-
regarded institutions; the simplification of 
products; and consumer education.

Beyond product design, innovative busi-
ness models can help enhance economic 
growth. For example, microenterprises are 
often financially constrained because of a 
lack of information. This constraint can be 
addressed by leveraging existing relation-
ships. Recent years have seen a growth in 
innovative channels for the delivery of credit 
through retail chains or large suppliers, reli-
ance on payment histories to make loan deci-
sions, and the reduction of costs through the 
use of existing distribution networks.

An interesting case that illustrates this 
point is Mexico’s Banco Azteca (Bruhn 
and Love 2013). In October 2002, the 
bank simultaneously opened more than 
800 branches in all the stores of its parent 
company, Grupo Elektra, a large retailer of 
consumer goods. The bank catered to low- 
and middle-income groups that were mostly 
excluded from the commercial banking sec-
tor. Capitalizing on the parent company’s 
rich data, established information, collec-
tion technology, and experience in making 
small installment loans for merchandise, the 
bank was able to require less documentation 
than traditional commercial banks, often 
accepting collateral and cosigners instead 
of valid documents. Analysis highlighted in 
this report shows that the new bank branch 
openings led to an increase in the proportion 
of individuals who ran informal businesses, 
but to no change in formal businesses. After 
the Banco Azteca branches were opened, 
the proportion of informal business own-
ers increased significantly in municipalities 
with Banco Azteca branches (figure O.5). 
Additionally, Banco Azteca’s branch open-
ings generated increases in employment 
and income levels. These findings illustrate 
that innovative business models can address 
some of the failures that lead to financial 
exclusion.

FOCUS AREA 3:  
FINANCIAL LITERACy AND 
bUSINESS TRAININg

Financial literacy is different from financial 
capability. Research indicates that standard, 
classroom-based financial education aimed at 
the general population does not have much 
of an impact on financial inclusion. It takes 
more than lectures and memorizing defini-
tions to develop the capacity needed to ben-
efit from financial services. This can be illus-
trated through an analogy with driving cars. 
A person can learn the meaning of street 
signs, but this does not make him capable of 
driving in traffic. Similarly, financial literacy 
does not ensure that a person is financially 
capable and able to make financially sound 
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individuals and firms. It is possible to boost 
financial capability through well-designed 
and targeted interventions. Interventions that 
use teachable moments, such as starting a job 
or purchasing a major financial product, have 
been shown to have a measurable impact. 
The evidence also demonstrates that financial 
education is especially beneficial among peo-
ple with below-average education and limited 
financial skills. The impact of financial edu-
cation is enhanced by leveraging social net-
works, which means involving both parents 
and children in the program or, in the case 
of remittances, both senders and recipients. In 
microenterprises, business training programs 
have been found to lead to improvements in 
knowledge; however, these programs have a 
relatively small impact on business practices 
and performance. Recent research suggests 
that education focusing on rules of thumb is 
particularly helpful because it avoids infor-
mation overload.

New research on financial capability 
indicates that the mode of delivery can be a 
major factor in the effectiveness of outreach. 
One example of engaging delivery channels 

decisions. Promoting financial capability 
through standard financial education has 
proven to be extremely challenging.

Recent research has identified some inter-
ventions that can raise the financial skills of 

Figure O.5 individuals Who Work as informal Business Owners in Municipalities with and without 
Banco Azteca over Time

Source: Bruhn and Love 2013.
Note: the study uses the predetermined locations of Banco Azteca branches to identify the causal impact of Banco Azteca branch openings on economic 
 activity through a difference-in-difference strategy. it controls for the possibility that time trends in outcome variables may be different in municipalities 
that had Grupo elektra stores and those that did not have such stores (see the text). 
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Figure O.6 effects of entertainment education

Source: Berg and Zia 2013.
Note: “Hire purchase” refers to contracts whereby people pay for goods in installments.
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that show some promise is entertainment 
education, highlighted in this report through 
a study that analyzes the impact of South 
Africa’s soap opera “Scandal.” The soap 
opera’s story line incorporated examples of 
financially irresponsible behavior and the 
effects of such behavior. Researchers found 

statistically and economically significant 
effects on the financial behavior of respon-
dents who watched the show (figure O.6). At 
the same time, the effects of this and other 
financial interventions are often short-lived, 
suggesting the need for these interventions 
to be repeated.


