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« Why financial access matters for the poor
 Increasingly robust impact evidence

* Progress and opportunities going forward
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Poor families have aspirations

Grow &
protect
livestock

Build new
stable

Expand
housing

Get children
best
education

Q)CGAP Source: Peru Graduation Pilot participant, photo by Plan Canada, December 2010. Pilot
) implemented by Asociacion Arariwa and Plan International Peru.




Poor families are vulnerable

10%-40% 10%-30%
moved out moved In
of poverty* to poverty*

* Typical period for estimates is 2-10 year cycle.

Q)CCAP Sources: IFAD Rural Poverty Report 2011; “Moving On, Staying Behind, Getting Lost Dercon/Shapiro (2007); “For Reducing Poverty
Faster” Krishnan (2007); Analysis of FSP team at the Bill & Melinda Gates Foundation 4



Poor families have very active financial lives
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C) )CCA Source: Collins, Daryl, Jonathan Murdoch, Stuart Rutherford, and Orlando Ruthven. 2009. Portfolios of the Poor: How the Worlds
— Poor Live on $2 a Day. New Jersey: Princeton University Press. Slide from Collins, et al. May 2010




Informal financial services are less reliable and

more expensive

Cost of formal
services

Cost of informal
services

Underlying Mani’s financial
need strategy
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Q)CGAP Source: IFMR Trust



Majority of enterprises very small and informal

Number of enterprises by segment and formality in emerging markets

Millions
365-445 285-345
55-70
25-30
Total micro, small, Informal enterprises  Formal micro- Formal SMEs
and medium (< 5 employees) enterprises (very small, small,
& self-employed and medium)

firms

QZ)CCAP Source: Stein, Peer, Tony Goland, and Robert Schiff. 2010. “Two Trillion and Counting: Assessing the credit gap for
d micro, small, and medium-size enterprises in the developing world.” Washington, D.C.: IFC/McKinsey & Company October.



Globally, half of working-age adults unbanked

Percentage of adults with account at formal institution
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Q)CCAP Source: Global Findex Database, World Bank (2012)



Persistent gender gap across income groups

Adults with account at formal financial institution (%) e V€N
.......... Women
100% High-income
ooo...OOOOOQoo..oooooooo economies
80% eo0°?® ¢

Developing
60% economies

40%

20%

0%

Poorest Q2-Q4 Richest
Q)CGAP Source: Global Findex Database, World Bank (2012) 9



Young and old disadvantaged across all regions

Account penetration by age group (%) m15-24yrs  W25.64yrs 65+ yrs

MENA  SSA SA LAC ECA EAP  High-Income country avg.

Q)CCAP Source: Global Findex Database, World Bank (2012) 10



Persistent rural divide in developing world

Account penetration urban vs. rural areas (adults, %) = Rural m Urban

69

MENA SSA SA LAC ECA EAP Low-income country avg.
QZ)CGAP Source: Global Findex Database, World Bank (2012) 11



Overview

« Why financial access matters for poor people

 Increasingly robust impact evidence
— Household welfare
— Social policy effectiveness & efficiency

— Macro impacts

* Progress and opportunities going forward

(@ CGAP
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New brand of impact evaluation: Kenya example

Average daily investment of female vendors (in Ksh)

347
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| + 4500
240 ]
Without access to With access to
savings account savings account

Q)CCA Source: Dupas, Pascaline, and Jonathan Robinson. 2010. “Savings Constraints and Microenterprise Development: Experimental

Evidence from Kenya.” Cambridge: National Bureau of Economic Research October. 13



Product impact evidence accumulating and positive

Enterprise Household
activity welfare

f?

Latest Findings from Randomized Credit
Evaluations of Microfinance (5 studie S)

Jonathan Bauchet, Cristobal Marshall, Laura Starita,
Jeanette Thomas, and Anna Yalouris

+

Savings +
(4 studies)

Insurance
(2 studies)

Payments
(1 study)

Q)CCAP Source: CGAP Forum Paper No.#2, December 2011; EBRD; CDG. 14

http://www.cgap.org/p/site/c/template.rc/1.9.55766/



http://www.cgap.org/p/site/c/template.rc/1.9.55766/

Enhancing efficiency of other policy interventions

Cost of Bolsa Familia grant delivery

(as % of total)
14.7

Key actions

» Switched to e-benefit
cards

- 0 .

82 A') * Consolidated several
social benefits into
one account

Before After
electronic electronic
delivery delivery

QZ)CGAP Source: Lindert, Kathy, et al. 2007. “The Nuts and Bolts of Brazil's Bolsa Familia Program: Implementing Conditional Cash Transfers in

a Decentralized Context.” Social Protection Working Paper No. 0709. Washington, D.C.: World Bank, May. 15



Macro correlation between financial depth and growth

GDP Growth Rates and Financial Depth 1980-2003
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QZ)CGAP Source: Honohan, Patrick, and Thorsten Beck. 2007. “Making Finance Work for Africa.” Washington, D.C.: World Bank Group.
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Financial deepening reduces inequality

(log, Ginl coafficent)
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Log, number of bank branches
Q)CCAP Source: “A Bigger Slice of a Growing Pie”, Finance and Development, September 2011
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Overview

« Why financial access matters for poor people
* Increasingly robust impact evidence

* Progress and opportunities going forward
— Better understanding of needs
— Product and business model innovations

— Policy and infrastructure tailwinds

(@ CGAP
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Better understanding of demand segments

One estimate of segments based on livelihoods
Million people

World population < US $2 a day 2,640
All working age 1,635
Low-wage salaried 300
Unemployed 100
Casual laborers 365
Microentrepreneurs 160
Pastoralists 40
Fishermen 40
Small-holder farmers 610

QZ)CGAP Source: Oliver Wyman, (2008)
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Product proliferation across broad range

Green Bank
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The Philippines

« SEED commitment .
savings product (Save,
Earn, Enjoy, Deposit)

C|g|'1i|:|

Tanzania, Brazil, Mexico

» Credit scoring based on .
cell phone call data and
airtime purchases

Q)CCAP Source: CGAP teams

Tigo Family Care

Insurance

Ghana

Life insurance bundled
with purchase of airtime
at no additional cost to
user

Qi

Jordan

In-patient health
insurance for
hospitalizations

NOT EXHAUSTIVE

MTUSonlt

Kenya, Tanzania, Uganda

Microfinance with
disbursements and
collections via mobile
wallet

Kenya

Loans at different sizes
with 1/3 withheld as
savings

20


http://www.tigo.com.gh/Innovations/Tigo-Family-Care-Insurance.aspx
http://www.tigo.com.gh/Innovations/Tigo-Family-Care-Insurance.aspx

M-PESA’s e-money success being replicated

M-PESA Kenya
(users in millions)

15

12

2007 2012

(DCGAP  souce-cone

Other Major Deployments
(users in millions)*

15 -

12

Vodacom Easypaisa MTN
Tanzania  Pakistan Uganda

*Most recent available
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New frontiers for financial innovation for the poor

Financial
Start-ups

Microfinance
Banks

&€ JIPANGE

Faulu ; o : ':EEKUSAVE
* Prepaid water card via &=
S~— community stations

« Enables remote payment by
customers & controlled usage

( M-PESA

o e
cnuworos 3% L] Kilimo Salama
* Insurance for farmers per
individual bag of seeds

MNOFODS LIFELINK

kilimo salama

@ syng'enta:

prp—

* Enables low transaction Insurance
costs for very small-value ‘ Companies
remium payments ® .
P - pay UITY Commercial
€ / Vi+KESHO Banks

(DCGAP  souce-cone 2


http://www.equitybank.co.ke/index.php
http://www.equitybank.co.ke/News/EB_Safaricom_Account.pdf
http://www.google.com/imgres?imgurl=http://www.triplejump.eu/upload/media/SMEP.jpg&imgrefurl=http://www.triplejump.eu/page/Kenya/2482/&usg=__fco0bw4n5sEFOZgAmzkmLaRdyB8=&h=522&w=600&sz=26&hl=en&start=5&sig2=xPYbeYmVS0RFBA2Y9JksoQ&zoom=0&um=1&itbs=1&tbnid=9jXZ7epkI_3nQM:&tbnh=117&tbnw=135&prev=/images?q=SMEP+Kenya&um=1&hl=en&rls=com.microsoft:*:IE-SearchBox&rlz=1I7SKPB_en&tbs=isch:1&ei=NynTTKS7F8WAlAe7qKi1Dg
http://www.google.com/imgres?imgurl=http://kenarch.files.wordpress.com/2010/08/faulu-header.png&imgrefurl=http://architecturekenya.com/2010/08/17/exciting-careers-at-faulu-kenya/&usg=__weMp2oHJeAHcNZO6JiZF1ECNiFo=&h=189&w=640&sz=125&hl=en&start=9&sig2=d3KG-KCaQ385fYLzbWWCOw&zoom=1&um=1&itbs=1&tbnid=EIuFO61TVoJvYM:&tbnh=40&tbnw=137&prev=/images?q=Faulu+Kenya&um=1&hl=en&rls=com.microsoft:*:IE-SearchBox&rlz=1I7SKPB_en&tbs=isch:1&ei=uynTTPm8EcX6lwfSoI3YDQ
http://www.m-kopa.com/
http://www.google.com/imgres?imgurl=http://3.bp.blogspot.com/_GXl84aS2fJo/Sb5XWUIlhEI/AAAAAAAAA1U/MY74h7g1-Ro/s400/M-Pesa+Logo.jpg&imgrefurl=http://www.siku-moja.blogspot.com/2009/03/m-pesa-account-payments-statements.html&usg=__nfNoZkbzSMQ8SHmKePQoIMhBo1g=&h=160&w=320&sz=8&hl=en&start=2&sig2=7TgoN2Xz1wC6UM7nZrTJ9Q&zoom=1&um=1&itbs=1&tbnid=ivB2Vl6RcnjRTM:&tbnh=59&tbnw=118&prev=/images?q=M-Pesa&um=1&hl=en&sa=N&rls=com.microsoft:*:IE-SearchBox&rlz=1I7SKPB_en&tbs=isch:1&ei=MyjTTIrMD4eglAf9j8W2Dg

Country commitments to financial inclusion

Number of countries* Frequency of specific commitments
35 = 1.7bn people

ECA1_MENA1

\

*As of September 30, 2012
Source: Alliance for Financial Inclusion

Expanding access and
facilitating market
innovations

23

Financial inclusion data and 19
measurement

Consumer protection and/or
financial education 17

Regulatory reforms and
improved enabling 13
environment

Financial Inclusion
strategies

Financial inclusion
coordinating bodies

(@ CGAP
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Purposeful evolution of field continues

Financial inclusion

Access to finance * Inclusive financial
Microfinance e Branchless provider eco-

_ _ * Professiona- banking/ systems
Microcredit lization of new business * Link of financial
* Proof of microfinance models to reach innovation for
concept for sector (e.qg., more people at poor to select
microcredit MIX) lower costs other priorities on
* Sustainability * Recognition of ¢ Meaningful development
In providing broader responsible agenda
financial financial finance agenda * Consumer
services to service needs for traditional protection and
poor of poor MFI sector financial literacy

@ CGAP 5
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