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Foreword

Seven years ago, the world first committed to the United Nations Sustainable Develop-
ment Goals (SDGs). Over that time governments and the private sector have embraced
financial inclusion as an enabler to achieve these goals. Access to financial services—
including payments, savings, credit, insurance, and investment products— allows house-
holds and small businesses to respond to economic shocks, as well as build healthy and
productive futures.

Yet, we have also witnessed how fragile this progress can be. COVID-19 contin-
ues to have profound negative impacts on poverty and livelihoods. Global conflicts and
inflation are causing food insecurity and cost-of-living crises, with developing countries
disproportionately affected.

In these challenging times, digital financial inclusion provides an important tool to
build resilience and realize the shared prosperity envisioned by the SDGs.

During the pandemic, countries with digital public infrastructure in place—such as
connectivity, data interchanges, digital ID and interoperable payment systems—
could rapidly deploy government cash transfers to support people. This also helped
millions gain access to the formal financial system, receiving and making digital pay-
ments for the first time.

Mobile wallets and cross-border remittances help those forcibly displaced meet
their basic needs and build up savings buffers as they seek safety and stability. Such
services are critical for the unprecedented number of people forced to move.

Digital platforms are offering new opportunities for micro, small, and medium-sized
enterprises (MSMESs) to access the formal financial system, often leveraging alterna-
tive data for credit scoring, and in combination with online marketplaces. As the back-
bone of most emerging economies, financial inclusion of small businesses can have a
major impact on employment and inclusive growth.



Women are economically empowered by digital financial inclusion, too. In
India, paying women benefits directly into their own accounts increases their financial
independence and household decision-making power.

An important update from the 2018 compendium is the role of digital financial
inclusion in addressing climate change. Emerging economies often face higher cli-
mate risks, with fewer tools to manage them. Digital financial inclusion helps house-
holds and small businesses manage weather shocks and invest in a green future. For
instance, we see smallholders in Mali use index insurance to cope with severe storms,
while farmers in Kenya adopt climate-smart agricultural practices through mobile
platforms facilitating access to seeds or fertilizer, markets, and financing.

As digital solutions become more ubiquitous, it is important to ensure the rapid digi-
tization does not lead to unnecessary risks, especially for low-income clients. There-
fore, it is vital that technology-based solutions are introduced responsibly, with
robust frameworks for financial consumer protection, and financial and digital
literacy.

A key priority looking toward 2030 is to ensure that financial services build resil-
ience and result in positive development outcomes. New approaches need to reach
the nearly 30% of adults in developing economies who remain unbanked, including
heightened focus on savings and insurance products.

As global efforts to achieve the SDGs continue, | encourage everyone to widely
share this important compendium, and for governments, businesses, and civil
society to put it to use. The solutions presented here not only inspire, but also help
inform policies that lead people out of poverty and support more resilient and sustain-
able livelihoods.

H.M. Queen Maxima of the Netherlands
United Nations Secretary General's Special Advocate for
Inclusive Finance for Development (UNSGSA)



Introduction

Digital financial services offer real hope to help the world get back
on track to achieve the Sustainable Development Goals! (SDGs)
by 2030.

New evidence demonstrates how responsible digital financial inclusion creates
the foundation for inclusive growing economies. Building on the success of the
first compendium, Igniting SDG progress through digital financial inclusion,? released
in 2018, this new version takes a stronger focus on women and climate change
across all SDGs.

Pressing global challenges—crucially, the lingering effects of the COVID-19
pandemic, unpredictable climate shocks, protracted international conflicts, high
inflation and rising food insecurity—continue to adversely impact emerging
economies. Women are worst hit. Nearly 400 million® women and girls are expected
to be living in extreme poverty by the end of this year. Over the past decade, 80%*
of the 250 million® people forcibly displaced by natural disasters in emerging
economies were women. Yet they have less access to technology and productive
resources, and have less capacity to adapt their livelihoods.

Digitial financial services can enable financing for billions of people facing
emergencies, such as health crises, natural disasters and conflict. The digitization of
public sector wages and social protection schemes in recent years, especially during
the pandemic, prompted millions of previously unbanked women to open accounts.
Nearly 70% of women in emerging economies have an account—a rise of more than
30 percentage points over the past decade, according to the recently released World
Bank Global Findex.®

If you are a leader in government, business, or civil society, this compendium will
give you plenty of good reasons to make responsible’ digital financial inclusion

a priority. You will find extensive evidence-based examples for each of the 13 SDGs
relevant to the wide benefits of inclusive digital financial services, including:


https://sdgs.un.org/goals
https://www.betterthancash.org/explore-resources/igniting-sdg-progress-through-digital-financial-inclusion
https://data.unwomen.org/features/poverty-deepens-women-and-girls-according-latest-projections
https://news.un.org/en/story/2021/11/1105322
https://www.undrr.org/gar2022-our-world-risk
https://openknowledge.worldbank.org/handle/10986/33635
https://www.worldbank.org/en/publication/globalfindex
https://www.worldbank.org/en/publication/globalfindex
http://www.responsiblepayments.org/

« InUganda’s northern region, the use of mobile money accounts for households in
rural areas raised food security by 45% (SDG 2).

+ InIndia, a government workfare program reaching over 100 million people found
that paying women benefits directly into their own financial institution account
increased women's financial control, and incentivized them to find employment,
compared to those paid in cash (SDG 5).

« In Tanzania, water payment digitization dramatically cut average water-collection
waiting times, from three hours to 10 minutes, benefiting women who are usually
in charge of water collection by allowing them to pursue more productive activities
(SDG 6).

« In Kenya, using a digital mobile platform, 1.3 million farmers greatly raised their
profits in 2021, and were able to build their capacity to weather external shocks
(SDG 13).

 In Mexico, digitizing tax payments raised overall tax revenue and social security
contributions by about 95%, to almost $140 billion between 2010 and 2016
(SDG 16).

Digital financial inclusion, when done responsibly, not only drives growth, but also
advances the Sustainable Development Goals, helping reach financial equality for
women.

This compendium is a collaboration between the Office of the United Nations Secretary-
General’s Special Advocate for Inclusive Finance for Development (Her Majesty Queen
Maxima of the Netherlands), the United Nations-based Better Than Cash Alliance, the
United Nations Capital Development Fund, the Consultative Group to Assist the Poor
(CGAP) and the World Bank.

1. United Nations, DESA. 2. UNSGSA, BTCA, WBG, 2018. 3. UN Women, 2022. 4. United Nations, 2021. 5. UNDRR
database. 6. World Bank, 2021. 7. BTCA, 2021.


https://www.betterthancash.org/explore-resources/reaching-financial-equality-for-women
https://www.betterthancash.org/explore-resources/reaching-financial-equality-for-women
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Ending poverty through

DIGITAL FINANCIAL INCLUSION

February 2023

Global conflict, the lingering effects of the COVID-19 pandemic, and climate shocks are causing
increases in extreme poverty not seen in 25 years. Compared with pre-pandemic projections,
75 million more people were living in extreme poverty by the end of 2022."* As of 2022, almost
388 million women and girls were living in extreme poverty.2

OPPORTUNITY

Digital financial services

have become a critical lifeline
for billions of people facing
emergencies (health, natural
disasters, conflict), and can

be designed to benefit women
in particular, many of whom

are underserved. During

the pandemic, digital public
infrastructure® enabled the
rapid expansion of social safety
net programs for low-income
households, promoted access to
health services, and facilitated
emergency access to credit for
small businesses.*

* Extreme poverty is defined at the
threshold of $1.90 a day.®

CHALLENGES

» Shocks, including illness, job loss, and
natural disasters, can negatively affect
household consumption and prolong cycles
of poverty.® Households can be exposed to
multiple shocks at once, exacerbating negative
impacts on health, access to basic services,
and finance.”

» Many low-income households and small
businesses face irregular income streams.
Without access to financial services, they can
struggle to build up savings and expand
income-generating activities. This can be
more pronounced for women, given that they
often work in the informal sector and can face
complex social norms restricting economic
opportunities.®

» One-third of adults in sub-Saharan Africa,
totaling more than 360 million people,
do not use accounts to send or receive
domestic remittances. Without accounts, they
are less likely to use domestic remittances to
build up savings buffers and make productive
investments.’?

SOLUTIONS

» Digital financial services help the most
vulnerable populations to smooth cash
flows and build resilience in response
to shocks, including through digital
payments, savings, insurance, and social
protections.®

» Social protection payments and domestic
remittances received through mobile
money can help to generate stable
income streams, with positive impacts on
consumption and welfare for vulnerable
households.!° Greater access to funds
means improved bargaining power for
women in the household.!

» Digital payments facilitate more efficient
and transparent money management,
as they make sending and receiving
remittances easier, and create more
investment opportunities for individuals.’

Photo: Communication for Development Ltd



Ending poverty through
DIGITAL FINANCIAL INCLUSION

BRAZIL

The COVID-19 emergency program supported
micro-entrepreneurs, informal workers, and
unemployed citizens by setting up digital savings
accounts. It reached 68.2 million participants,
including 5 million micro-businesses. Further, Bolsa
Familia, the largest social protection
program in the world, has been found
to have a positive impact on the local
formal labor market and the overall

economy.’®
KENYA
The spread of mobile money lifted
1 million households out of
COLOMBIA extreme poverty from 2008 to 2014—
The COVID-19 emergency program, Ingreso Solidario, the equivalent of 2% of the population.’®

provided rapid income support to low-income and
vulnerable households via bank accounts and mobile
wallets. By April 2021, the program had
reached 4 million households—
UGANDA
over 64% of them women-

headed.’ Mobile money contributed to

higher household incomes and
consumption levels for coffee
farmers, while facilitating
transactions with new buyers in

MOZAMBIQUE high-value markets rather than selling to only

| | 19
Following a flood shock, mobile money ocal traders

improved welfare by allowing rural
villagers to increase consumption
expenditure by 47.7% in one year
compared with non-users.”

1. World Bank Group, 2022. 2. UN Women, 2022. 3. Per the Digital Public Goods Alliance, digital public infrastructure refers to solutions and systems that
enable the effective provision of essential society-wide functions and services in the public and private sectors. These include data exchange, interoperable
payment infrastructure, and digital identification. 4. Task Force on Digital Financing of the Sustainable Development Goals, 2020. 5. World Bank Group,
2022. 6. Arbelaez et al., 2019. 7. Heltberg, Oviedo, and Talukdar, 2014. 8. Venkatesan and Stark, 2022. 9. CGAP, 2020 and 2021. 10. Jack and Suri, 2016.
11. Aker et al., 2016. 12. World Bank Group, 2021. 13. Bill & Melinda Gates Foundation, 2021. 14. International Finance Corporation and SME Finance Forum,
2021. 15. Gerard, 2021. 16. BTCA, 2022. Ingreso Solidario Website 17. Batista and Vicente, 2022. 18. Jack and Suri, 2016. 19. Sekabira and Qaim, 2017.
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Helping eliminate hunger through

DIGITAL FINANCIAL INCLUSION

In 2020, just under 2.4 billion people were without food or unable to eat a consistently healthy,
balanced diet.! The food system is under increasing stress due to climate change and conflict. Women
are more likely than men to report food insecurity in almost two-thirds of countries worldwide.?

OPPORTUNITY

Digital innovation offers new
opportunities for smallholder
farmers to access more
productive agricultural inputs,
connect to new markets

and value chains, and use
financial products to improve
productivity and bolster
resilience to shocks.? As well as
being highly reliant on their own
agricultural produce for their
food and nutrition security,*
smallholder farmers play a
critical role by producing 35%
of the global food supply.®

CHALLENGES

> A cash-based agricultural value chain
creates information asymmetries
between smallholder farmers and
markets, resulting in higher costs, less
income for crops, and higher risks for
farmers.®

» The visible impacts of climate
change—including extreme weather,
higher temperatures, desertification,
salinization, and the loss of biodiversity—
pose significant risks to food security.®

» Food insecurity and malnutrition in all
their forms are made worse by high
and persistent levels of inequality,
including in access to information and
technology.®

» Women's financial exclusion can be in
part due to the restrictive social norms
that give them less access to assets
and less decision-making authority than
men.?2 These social norms can negatively
affect food consumption and diet within
households.®

February 2023

SOLUTIONS

» Digital financial services improve the efficiency
and transparency of agricultural value
chains. Farmers benefit through less-expensive
inputs and greater market access. Digital
financial services can also reduce farmer
dependency on intermediaries and shorten
transaction times.’

» Index-based agricultural insurance, which offers
payouts based on external weather indicators,
gives a buffer against climate change shocks.
It thereby improves food security, particularly
for rural smallholder farmers.®

» The digital delivery of social protection
can positively impact diet diversity and
help to address food insecurity for the
undernourished, particularly in low-income and
rural communities.!

> Digital financial services promote women's
empowerment, economic participation, and
food security. Women with bank accounts are
more likely to have greater bargaining power
and to allocate more household resources to
buying nutritious food.**

Photo: Communication for Development Ltd



Households who received mobile
money transfers ahead of peak
flooding as part of a government
emergency program were 36%

less likely to go a day without eating.’®

The use of mobile money

accounts increased food

security by 45% for rural

households in a year. It also

led to cost savings for remittance transactions,
and cut the share of households with very low
food security.'®

Women who bought index-based agricultural

insurance had higher average yields and
were better able to manage
food insecurity and income
shocks.”

1. United Nations, 2021 2. UN Women. 3.EY, 2020. 4. FAO, 2018.
5. Lowder et al., 2021. 6. Asia-Pacific Economic Cooperation, 2017.
7. Lopez, 2019. 8.FAO, 2021. 9. USAID, 2018. 10. FAO, 2021. 11. Aker

etal., 2016. 12. CGAP, 2021. 13. Kumaraswamy and Bin-Humam, 2019.

14. Schroeder, 2020. 15. Pople et al., 2021. 16. Weiser et al., 2019.
17. Delavallade et al., 2015. 18. Lonie et al., 2018. 19. IFC, 2019. 20.
Lehman and Masterson, 2014. 21. Kikulwe, Fischer, and Qaim, 2014.
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In 2017, nearly 14,000 cocoa farmers
saved around $600,000 using mobile
savings wallets. They were 50% less
likely to have trouble feeding their
families.1®1°

Digital transfers to 87,000 Syrian refugees via cards
increased food and water expenditure by

$25 per month relative to non-recipients.

Each dollar that recipients spent

generated $2.13 of GDP for the

Lebanese economy.?°

The use of mobile money helped

farmers to overcome market access

barriers. They were able to buy more
inputs such as fertilizer, pesticides, and hired labor, and
so had higher harvest sales.?
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GOOD HEALTH
AND WELL-BEING

Better health through
DIGITAL FINANCIAL INCLUSION

Health-care costs due to COVID-19 pushed more than half a billion people into extreme poverty.!
Around 100 million people, mainly with low income and largely uninsured, fall into poverty each year
due to health shocks and stresses. The impact of climate change is making the trend worse:

it is anticipated to add about 250,000 more deaths annually between 2030 and 2050.2

OPPORTUNITY

Digital financial services can
improve the speed and efficiency
of health wage payments,: the
reach and effectiveness of health
services, and the monitoring and
management of health programs.
They also enable individuals,
safely and affordably, to store,
send, and receive money in
planning for emergencies, and in
making productive investments or
savings for the future, such as in
health.* Wage digitization could be
particularly beneficial for women,
since the majority of lower-level
health workers at the front line

in many emerging economies

are women.5

CHALLENGES

» About 50% of adults in emerging
economies were very worried
about covering health expenses
in the event of a major illness or
accident, and 36% said health-care
costs were their biggest worry.®

» A shortage of health workers,
especially in rural and remote areas,
makes it harder to deliver effective
and affordable health services.
Delayed wage payments have
been one of the concerns for health
workers on strike. They may also lead
health workers to solicit informal
payments from patients.°

» While gender disparities in mobile
phone ownership have narrowed over
time, women continue to be less
able to access critical health-care
information from the government
and health-care providers.’

February 2023

SOLUTIONS

» Digital financial services make individuals and
households less vulnerable to catastrophic
health-care expenditures.”® When compared
with non-users, between 2013 and 2016, mobile
money holders in Kenya spent 98% more per
capita on health care, were 50% more likely to
buy medication, and used more formal health-
care facilities.®

» Reliable payment processes improve worker
morale, performance, hours worked, and retention,
which may lead to improvements in the delivery of
high-quality health services.2 Wage digitization
also reduces costs, and improves transparency
and program governance.® For instance, digitizing
50% of employee payments has the potential
to boost Senegal’s economy by $84 million
each year.*

» Digital financial services, such as receiving
remittances through mobile money, can improve
health-care access and delivery. In Uganda, for
instance, women who used mobile money were
more likely to seek prenatal care, improving
health outcomes for both mother and child.t

Photo: Communication for Development Ltd



Better health through
DIGITAL FINANCIAL INCLUSION

KENYA

M-TIBA, a health-care financing platform,

onboarded 4.7 million users and over 3,000

health-care providers between 2016 and 2021. Every year,

the platform manages more than 1 million treatment claims.®
Almost all of the 4,354 surveyed users—93%—reported that
the mobile-enabled services resulted in greater control,
access to quality health care, and a better payment process.”®

NEPAL

Women who opened no-fee savings accounts increased

household spending on education and nutritious
foods, and their daughters stayed in school.
They also invested more in preventive
health care, thereby improving resilience to
health shocks.?®

SENEGAL

The integrated management information system for universal
health coverage, digitized enrollment and
premium payments, resulted in reduced per user
enrollment costs from $4.70 to $2.40 and enrolled
2.8 million people between 2019 and late 2020.%

SIERRA LEONE

Shifting to digital payments at the height of the Ebola crisis

from 2014 to 2016 helped critical health workers to
receive their pay quicker, reducing the
payment time from over a month to
around one week. This eliminated worker
strikes and secured the Ebola response workforce
that saved countless lives.?®

BETTER THAN CASH C F
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COTE D’IVOIRE

Surveys showed that eight in 10 polio
vaccinators preferred mobile money over
cash, citing convenience, speed of
receiving funds, and security as

the top three benefits. Most
vaccinators were able to get
paid within a half hour.??

TANZANIA

Jammi, a mobile micro-health
insurance product, reduced
insurance administration costs

by 95% and enabled access to cheap
insurance, starting at $1 a month via
USSD.2324

KENYA

The Mobile Alliance for Maternal Action used
mobile money to pay incentives to health
workers, enabling faster payment delivery,
within 11 to 30 days as opposed to 41 days.®

1. WHO, 2021. 2.1bid. 3.BTCA, 2020 4.USAID, 2018 5. McConnell
etal.,, 2022. 6. World Bank, 2021. 7. USAID, 2018. 8. Pazarbasioglu
etal., 2020 9. Ahmed and Cowan, 2021. 10. Data points from 2009—
2018 across a group of 31 low-income countries (Salama, Mclsaac,
and Campbell, 2019; McConnell et al., 2022). 11. Russo et al.,

2019. 12. McConnell et al., 2022. 13. USAID, 2018. 14. Chaintreau,
Mvondo, and Annoussamy 2021. 15. GSMA, 2020. 16. Egami and
Matsumoto, 2020. 17. AFl, 2021. 18. Nationally representative
survey in August 2020 on mobile services used for health care
(CarePay and Ajua, 2020). 19. Prina, 2015. 20. BTCA, 2021a. 21.In
Cote d’lvoire, 382 vaccinators were surveyed (60 Decibels, 2021a);
in Liberia, 464 were surveyed (60 Decibels, 2021b); McConnell et al.,
2022. 22. Peverelliand de Feniks, 2017. 23. Signé, 2021. 24.BTCA,
2021b. 25.Bangura, 2016.
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QUALITY
EDUCATION

Delivering quality education through

DIGITAL FINANCIAL INCLUSION

Since the onset of the COVID-19 pandemic, schoolchildren’s in-person learning has suffered a loss of
at least 1.8 trillion hours globally.! One billion children, or roughly half of the 2.2 billion worldwide, live
in one of the 33 countries regarded as at extremely high risk. This makes them more vulnerable to the
effects of climate change and risks their health, education, and safety.? Added to this, less than 40%
of countries give girls equal access to education.?

OPPORTUNITY

Digital financial services can
make education more affordable
through tools to finance
educational expenditure, and
can improve the speed and
efficiency of delivering wages
to teachers.* They also allow
children to stay in school longer
when a shock hits, through the
resilience given by savings and
insurance products.>

CHALLENGES

» 258 million children and young people
lack access to education. Poverty is the
main obstacle to access.®

» When teacher salaries and benefits are
not paid on time, it has a detrimental
effect on educational quality and
examination performance.?

» Less than 40% of countries give girls
equal access to education.” It is evident
that keeping girls in school reduces
gender-based violence, child marriage,
and early pregnancy.t

By N

February 2023

SOLUTIONS

» By lowering costs and improving
convenience, digital savings, loans, and
remittance products make it possible to
accumulate funds for educational costs.
Students may buy additional study materials
through digital financial services in conjunction
with e-learning platforms, such as pay-as-you-
go fee plans. This reinforces classroom lessons
while keeping the resources affordable.”

» Digital salary and per diem payments save
time and expense for teachers, potentially
reducing their absenteeism and improving
their satisfaction.®

» When women are empowered to have a
say in household spending decisions, they
choose to invest in education, safe housing,
and health care. These investments have an
especially positive impact on women and
children.? Education subsidies (G2P) delivered
directly to mothers’ mobile money accounts
have also shown positive effects.!3#

Photo: © Shutterstock



Delivering quality education through

DIGITAL FINANCIAL INCLUSION
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BANGLADESH

The direct transfer of educational
stipends cut the administrative burden
on teachers and lowered the risk of mismanagement
allegations against school staff. Aimost all—96%—of
25 school principals surveyed preferred transfers using
mobile payments.’®

UGANDA

By providing digital school fee loans to solar home
system borrowers, ENGIE Energy Access’s ReadyPay
program resulted in a 50% drop in the number of
children who were not enrolled in school, and a
36% increase in spending on education-related costs,
such as school fees, supplies (uniforms,
pens, pencils, notebooks, etc.),
transportation, and school meals.t

LIBERIA

Digitizing teachers’ wage payments
resulted in a 92% decline in the

cost of salary collection, from

$25 per paycheck to $2. Since they did
not have to commute to collect their wages,

teachers saved money on transportation and
spent more time in classrooms.?°

COTE D'IVOIRE, GHANA,
KENYA and RWANDA

Through partnerships with mobile money
providers, Eneza Foundation has enabled

affordable access to digital educational
content, especially for vulnerable and remote
populations.? By December 2021,

the mobile education platform had

reached 11.1 million people with over

EAST AFRICA

Kupaa, a digital school management platform, allows
parents to pay school fees in installments, and schools
to track payments and expenses. As of
October 2019, 270,000 students were
registered across more than 500 schools
in Uganda.”.18.1

2.5 billion messages exchanged on
its SMS platform.?:23

1. UNICEF, 2021a. 2. UNICEF, 2021b. 3. UNGEI, 2018. 4. Ibid. 5. USAID, 2018. 6. UNESCO, 2020. 7. USAID, 2018. 8. Katete and Nyangarika, 2020. 9. Ibid.
10. UNGEI, 2018. 11. Rasmussen and Mattern, 2022. 12. Ibid. 13. Gelb et al., 2019. 14. Ministry of Education, Colombia, 2018. 15. Gelb et al., 2019. 16. Mattern
and Garcia, 2021. 17. Rasmussen and Mattern, 2022. 18. Mastercard Center for Inclusive Growth, 2019. 19. Miebach, 2019. 20. Dusza, 2016. 21. GSMA,
2020. 23. Rohatgi and Galdava, 2018. 24. Eneza Education, 2021.
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GENDER
EQUALITY

February 2023

Advancing women’s economic empowerment through

DIGITAL FINANCIAL INCLUSION

The COVID-19 pandemic disproportionately affected women-owned firms for multiple reasons, including
that women took on more caretaking responsibilities, and their businesses had less public support than
those run by men.*? A lack of access to finance can put women and their businesses at risk of being
excluded from economic recovery. About 740 million women do not have an account.? Yet, financial
services for women strengthen their economic empowerment and financial independence, and have
multiplier effects for future generations of women.

OPPORTUNITY

Lower costs and more
powerful distribution
channels through digital
technologies make

the design of women-
centered digital financial
products viable. These
include payments, savings
accounts, and credit,
creating inclusive market
opportunities.

CHALLENGES

» Although there has been progress, women in
emerging economies are still six percentage
points less likely than men to own an account.*

» Financial exclusion prevents women from building
traditional credit histories and scores, further
undermining their access to credit. Across regions,
women-led enterprises have lower access to
finance, and pay higher rates for it.2 In low- and
middle-income countries, women-led businesses
face a $1.3 trillion financing gap.®

» Inexperienced account owners who need the help
of a family member or banking agent may be more
vulnerable to financial abuse. In sub-Saharan
Africa, women are nine percentage points more
likely than men to need help using their mobile
money accounts.!®

» The lack of gender-disaggregated data hinders
our ability to clearly define and scope the problem,
and prevents us from making the issue visible for
decision-makers.

SOLUTIONS

» In emerging economies, 37% of women
opened their first account at a financial
institution to receive a wage payment or
money from the government.® Access to
digital identification® and mobile phones’ can
enable digitizing of payments.

» Financial education and clear product
terms are important for women with
limited financial experience and capability.
Classroom-based financial education and
ongoing financial training may encourage
‘learning-by-doing’ and lead to regular account
use and savvier customers.10-1

» Digital channels help with the collection
of data to understand the social norms and
constraints faced by women.”

Photo: © Better Than Cash Alliance



Advancing women’s economic empowerment through

DIGITAL FINANCIAL INCLUSION
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BANGLADESH NIGER

Workers in the garment sector, majority of whom Digitizing social transfers into women'’s

are women, who received wages directly into an accounts shifted the spending toward

account increased savings and their ability to meet the items women prioritized, such as for more dietary

unexpected expenses, such as a family emergency, diversity, which was 9-16% higher compared with the
and also learned to use the account control group. This shift persisted after the program
without assistance, were able to use ended, indicating an increase in household bargaining
a wider set of account features, and power for women.??

learned to avoid illicit fees.181?

KENYA

CHILE When zero-interest savings accounts
. were offered to male and female
Low-income women members of
entrepreneurs, women used them

far more than men, and increased their business

investment by 38% more than the control group.

microfinance institutions who received
free savings accounts were able to reduce their
reliance on debt and to improve their ability to make
ends meet during an economic emergency.?°

DOMINICAN REPUBLIC

INDIA Preliminary findings indicate that using a gender-
differentiated approach, with different credit-scoring
algorithms for women and men, could lead to 80%
more women having a higher credit score
than they would under a traditional model.?* 25

A government workfare program
that reached over 100 million people
found that paying women benefits
directly into their own financial institution
account—not into the account of a male
household head—increased women’s financial
control, and incentivized them to find
employment compared with those paid in cash.? PHILIPPINES
With mobile banking, microfinance mem-
bers spent 70% less time on withdrawals,
saving about 42 minutes per withdrawal,
majority of the sample members were women.?%:?

1. Torres et al., 2021. 2. World Bank, no date. 3. Demirglig-Kunt et al., 2022. 4. Ibid. 5. Ibid. 6. World Bank, 2021. 7. GSMA, 2022. 8. WeFi, 2022. 9. Dalal, Gomez,
and Patel, 2022. 10. Bruhn, Ibarra, and McKenzie, 2014. 11. Bruhn et al., 2016. 12. Doi, McKenzie, and Zia, 2014. 13. Fernandes, Lynch, and Netemeyer, 2014.

14. Breza, Kanz, and Klapper, 2020. 15. Lee et al., 2021. 16. Demirgtic-Kunt et al., 2022. 17. FinEQUITY, 2020. 18. HERproject, 2020. 19. Breza et al., 2020. 20. Kast,
Meier, and Pomeranz, 2018. 21. Field et al., 2021. 22. Aker et al., 2016. 23. Dupas and Robinson, 2013. 24. Financial Alliance for Women, 2020. 25. Robinson, Park,
and Blumenstock, 2022. 26. Bill & Melinda Gates Foundation, 2021. 27. Harigaya, 2020.
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Improving access to water and sanitation through

DIGITAL FINANCIAL INCLUSION

Globally, 2 billion people lack consistent access to clean drinking water, and 3.6 billion have no access to
basic sanitation facilities, resulting in 1 million preventable deaths each year.> %3 Over 355 million women
and girls had no access to basic sanitation in 2017.* For communities living with very low incomes,

reliable water supplies help them to withstand climate change, such as longer dry seasons and flooding.5

OPPORTUNITY

Digital financial services can
make safe drinking water

and basic sanitation facilities
more affordable and locally
accessible. Local access frees
up time for women, who are
usually in charge of water
collection, allowing them

to pursue more productive
activities. It can also prevent
the spread of waterborne and
hygiene-related diseases and
deaths.578

CHALLENGES

» Water and sanitation providers that want to
reach rural customers with affordable water
and sanitation services face high operating
costs. This limits their ability to expand
services to people with low incomes and
makes these services prohibitively expensive
to access.®©

» Women are responsible for collecting
water in 80% of low-income households,
and African women spend up to an hour®®
collecting water each day. The time burden
for water collection is increasing due
to climate change, as droughts create
water shortages and floods result in water
contamination, forcing women to walk
further to find safe water sources.!>Y

» Poor water and sanitation conditions are
directly linked to the 1.7 billion annual cases
of diarrhea in small children, 3 million
cases of cholera, and 11 million cases of
typhoid fever.?®

SOLUTIONS

» Digital payments reduced revenue-
collection costs by up to 95% for water
and sanitation providers in Ghana. This can
make water and sanitation services more
affordable. 2

» Digitally enabled micro-loans, savings, and
pay-as-you-go products can make safe and
sustainable water and sanitation services
accessible to women in low-income
households. Local access frees up time for
productive activities and improves women's
economic empowerment outcomes.®

» Digital wallets can make it easier to
save and to pay for water and sanitation
services, allowing low-income and
vulnerable people to live in more hygienic
conditions.?°

Photo: Communication for Development Ltd



Improving access to water and sanitation through

DIGITAL FINANCIAL INCLUSION
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BANGLADESH, CAMBODIA, INDIA, LAO
PEOPLE’S DEMOCRATIVE REPUBLIC

After switching from cash to prepaid cards, Drinkwell—which

has provided safe drinking water to over WORLDWIDE/ ~
250,000 people through 200 water ATMs— | ... © BANGLADESH $
reported a S|gn|_f|cant drop in the coo According to the Global

cost of collecting payments, from =

Findex, nearly 9% of
I individuals in low-income

20% to 2% of revenue.?

countries used mobile phones to make
utility payments in 2021, up from 3%
in 2017. In Bangladesh, the proportion

[ MADAGASCAR of adults who made a utility payment
_ | Container toilet company Loowatt cut its operating through a financial account went up from
expenses by 20% when it shifted from cash to digital 11% to 25% between 2017 and 2021.%
. collections. It passed on these savings to customers,

making sanitation services more affordable. Loowatt is expand-
ing from 520 to 1,100 home toilets in Antananarivo.?32*

TANZANIA
A water payment digitization project
KENYA resulted in a tripling of water utility
Sanergy makes low-cost portable sanitation facilities and sells payments, and a reduction in the
them through a franchise model, in which residents can pay average daily water-collection
q—p the small subscription fee to local franchisees/ waiting time from
entrepreneurs through a digital wallet. More than 3 hours to 10 minutes,
Ci_% 127,000 people living in urban areas with low L benefiting women in
incomes now have access to hygienic sanitation particular.?®

O systems using this model.?52¢

1. WHO, 2021. 2. Ritchie and Rose, 2021. 3. Water.org, 2022. 4. Crowley, 2017. 5. United Nations, 2019. 6.IRC, 2021. 7. UNICEF, 2016. 8. OECD, 2021. 9. Njoroge,
2021. 10. Waldron et al., 2019. 11. Morais and White, 2020. 12. Njoroge, 2021. 13. UNICEF, 2016. 14. UNICEF, 2022. 15. Ibid. 16. WHO and UNICEF, 2017. 17. UNICEF,
2016. 18.IRC, 2021. 19.CDC, 2020. 20. Waldron and Sotiriou, 2018. 21. Waldron et al., 2019. 22. GSMA, 2019. 23. Waldron et al., 2019. 24. Njoroge, 2021.

25. Mastercard, 2018. 26. Sanergy, 2022. 27. World Bank, 2021. 28. Water.org, 2018.
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Around 770 million people had no access to electricity in 2020,! with more than 60% of them (479 million
people) living in the least-developed countries.? Globally, around 2.4 billion people still use solid fuels to
cook.2 Women and children, who spend more time closer to domestic hearths, have higher exposure risks.*

Digital payments and loans
offer flexible, remote, and
secure payment solutions for
energy services for millions of
people with prepaid metering
solutions—not only for pay-as-
you-go but also in the mini-grid®
sector.5” An estimated 27 million
customers have access

to energy through PayGo?
systems.®

The negative impact of COVID-19 on
household incomes made basic energy
services less affordable. An estimated

90 million people in Africa and Asia lost
access to basic energy services during
the pandemic.’®

Four out of five people in sub-Saharan
Africa have no access to electricity, a
problem exacerbated by the pandemic.??

Girls and women in low-income
households are disproportionately
affected by energy poverty. Women
devote more time and effort than men to
collecting and preparing wood and other
household fuels, and are more susceptible
to indoor air pollution, as they spend more
time on housework. This also leaves them
less time for productive activities.’*

Digital payments are cost-effective, and
models such as smart meters and pay-as-
you-go combine digital bill payments and
prepaid energy to lower the cost of energy
access.!

PayGo solar is enabling households to pay
system costs over a longer time, providing
affordable solar power to over 8 million
people in sub-Saharan Africa between
2013 and 2018.83

Digital financial services enable
customers to build transaction histories,
helping providers to underwrite loans and
increase women's access to finance and
basic services.

Photo: © Dominic Sansoni / World Bank



Launched in December 2016, the Instant Payment
Notification hub—which connects multiple PayGo
utility providers and mobile money providers—has
processed notifications for over 1.5 million unique
payment transactions. The hub has enabled

clean energy access for up to

100,000 households and cut the

time taken to supply energy

to customers, from over

2 hours to 3 minutes.’*

Angaza, a technology platform based on the PayGo
model, has assisted over 5 million consumers
in emerging markets to save over
$100 million (as of 2020), by aiding
their transition from kerosene to clean,
renewable energy.'®

Access to PayGo solar lamps increased
the likelihood of a rural woman
working outside the house-
hold by five percentage points. This
led to 40 minutes more paid work and

24 minutes more unpaid work per day.1*2°

As of March 2017, the Azuri PayGo solar
home system provided 46.8 million hours

of clean light and 15.3 million hours of
mobile phone charging, avoiding 5,668
tonnes of CO, emissions.?? According to surveys, the

average customer saves up to $70 in the first year.

Thirty-seven percent of Azuri customers spent their

savings on school fees, 28% spent them on food

and water, and 20% reinvested the money in their
business.??

Reaching 700,000 people with its solar devices,
PEG Africa helps customers to establish credit
ratings and gain access to loans. In

2020, the sales from hundreds of pump

installations surpassed $1 million.2*

There are 1.2 billion registered mobile money

accounts?® enabling new business models for

affordable and clean energy companies. As of

2021, 30 million people are benefiting from a PayGo

affordable modern energy products and services.?

1.IEA, 2022. 2.IEAetal.,2021. 3. WHO, 2022. 4. Whiting, 2021. 5. According to Energypedia, mini-grids are a set of electricity generators and possibly energy
storage systems interconnected to a distribution network that supplies electricity to a localized group of customers. 6. Waldron et al., 2018. 7. Tellez et al., 2019.
8. Pay-as-you-go (PayGo) is a system where costs are met as they arise, or services are paid for before they are used. New business models are emerging where

mobile payments or other forms of digital payment are used to facilitate payment processing. 9. Faz, Khaki and Mattern, 2021. 10. United Nations, 2022. 11. Waldron
etal., 2018. 12. Cozzi, Tonolo, and Wetzel, 2021. 13.IRENA, 2020. 14. Kumaraswamy, 2021. 15. Ibid. 16. GSMA, 2018. 17. India, Kenya, Nicaragua, Sierra Leone, South

Africa and Uganda 18. IRENA, 2020. 19. Aevarsdottir, Barton, and Bold, 2017. 20. Kumaraswamy, 2021. 21. Ethiopia, Kenya, Malawi, Rwanda, Sierra Leone, South
Africa, Tanzania, Togo, Uganda, Zimbabwe 22. UNFCCC, 2017. 23. UNFCCC, no date. 24. Jackson, 2021. 25. GSMA, 2021. 26. GOGLA, 2021.
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DECENT WORK AND
ECONOMIC GROWTH

More jobs and economic growth through

February 2023

DIGITAL FINANCIAL INCLUSION

To absorb the growing global workforce, 600 million new jobs'? will be needed by 2030, and more than
two-thirds of employment opportunities worldwide are provided by micro, small and medium-sized
businesses (MSMEs).? Closing the finance gap of almost $5.2 trillion every year is especially pressing
in emerging markets, where MSMEs account for 70% of job opportunities.*

OPPORTUNITY

Digital payments are a key
enabler of financial inclusion

by driving account ownership
and usage, and reducing the
gender gap.® Through wage
digitization, workers can access
value-added financial services to
pay bills, make purchases, send
money abroad, build a credit
history, and save.®* Women in
particular are able to have more
control over their earnings and
more access to other financial
services.’” Digital payments can
also contribute to a living income
by providing more income
transparency as well as with
creation of data footprints.?

CHALLENGES

» Globally, about 165 million unbanked
adults received private-sector wages
in cash.’ This is inefficient for employers,
and risky and disempowering for workers,
particularly women workers.1°

» Just over 50% of women participate in
the labor force globally, compared with
80% of men. Because they are less likely to
work in the formal sector, they have fewer
opportunities for business growth.12

» Despite many low-income workers in
emerging markets incorporating platform
work® into their livelihoods, limited
growth prospects persist. A recent survey
revealed that 45% believed they did not
have access to the capital they needed to
improve their skills and thus their income.®

SOLUTIONS

» Shifting from cash to digital wage payments
has the potential to improve payroll service
efficiency, labor rights compliance, and
workers’ financial inclusion.!

» By increasing access to finance, digital
financial services can increase women'’s
financial autonomy, support their labor
participation, and improve business
performance.*

» Financial services can help platform
workers at every stage, including the
financing they often need at the outset
(e.g., to invest in tools) and during
unforeseen events (e.g., climate, health).”

Photo: © Better Than Cash Alliance/ Elise Fitte-Duval



More jobs and economic growth through

DIGITAL FINANCIAL INCLUSION

JORDAN

When three Jordanian garment

companies paid wages digitally, the

time taken to make the payments fell

by 66% for direct deposits to bank accounts, and
by 70% for direct payments to e-wallets. Nearly
three-quarters of Jordan’s garment workers are
women.®

BANGLADESH

As a result of wage digitization

in the garment industry, the

percentage of both male and
female workers who regularly save rose by 21
percentage points. The percentage of women
who said they were more confident in their ability
to handle unforeseen financial shocks rose by 19
percentage points.?®

INDIA

After digitizing wage payments, Gap reported time
savings equivalent to adding 16
more full-time workers per month
to the production lines. This also
led to 2 20% cut in the annual
employee turnover.?

1. World Bank, no date. 2.ILO, no date. 3.1LO, 2019. 4. Safran, 2022. 5. BTCA,
2022a. 6.BTCA, 2021a. 7.BTCA, 2022b. 8.IDH, no date. 9. World Bank,

2021. 10.1L0, 2021. 11. Ibid. 12. World Bank, 2022. 13. Global Partnership for
Financial Inclusion, 2020. 14. BTCA, 2021b. 15. Platform workers sell a wide array
of services—from ride-hailing to freelance marketing services—while platform
sellers offer goods via e-commerce sites and social media platforms (Roest and
Bin-Humam, 2021). 16. Murthy and Deshpande, 2022. 17. Roest and Bin-Humam,
2021. 18.BTCA, 2021a. 19. Mastercard Center for Inclusive Growth, 2020.
20.BTCA, 2021b. 21. Murthy and Deshpande, 2022. 22. Mercy Corps Ventures,
2021. 23.IFC and SME Finance Forum for the G20 Global Partnership for
Financial Inclusion, 2021. 24. Bancoprovincia, 2022. 25. GoJek, 2022.

26. Nurhaliza and Adji, 2021. 27.1FC and EC, 2020.
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KENYA

ImaliPay, an artificial intelligence-powered embedded

finance solution for Africa’s gig economy, provides
PayGo financing, savings, and credit-building for
productive purposes such as fuel, repairs, or a
smartphone. ImaliPay generated

a100% rise in revenue per worker

in Kenya in the first 12 weeks of its

partnership with SafeBoda.?#?

ARGENTINA

Cuenta DNl is the first digital wallet

designed to be interoperable using
shared QR codes, and was introduced during
COVID-19 for MSMEs.? It supported 4.6 million
transactions between April 2020 and March 2021,
and reached 58 million transactions and 5 million
subscribers in 2022.24

INDONESIA

Gojek used digital payments to enhance

logistics and payments for MSMEs,

contributing to 1.6% of Indonesia’s

GDP in 2020.2° The Government of
Indonesia and Gojek have jointly committed to an
ambitious target of digitizing 30 million
MSMEs by 2024 2

CHINA

MYbank uses artificial intelligence,

computing, and risk management

technologies to boost the speed of

loan approvals and improve customer service. It gave
loans to over 7 million women-owned businesses
between 2015 and 2020, totaling $43.8 billion, and
provided women-owned businesses interest relief
totaling more than $21.1 million.?’
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INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

Expanding small industry through
DIGITAL FINANCIAL INCLUSION

In emerging economies, 131 million or 41% of registered small and medium enterprises are either fully
or partially credit-constrained. Of these firms, 23% are owned by women.? In many emerging markets,
small and medium enterprises also operate below optimal productivity levels, impacting output, revenue,
and employment generation.3* Rural MSMEs in emerging economies face significant challenges in adapt-
ing to climate change, including a lack of resources and poor familiarity with climate-smart solutions.®

OPPORTUNITY

Digital financial services can
support the productivity and
growth of small and medium
enterprises by enabling
business owners to deliver a
better customer experience.
Businesses can benefit

by, for example, accepting
payments from any location
via mobile phone, reducing
costs compared with manual
transactions, enabling better
record-keeping through cloud-
hosted transaction data, and by
delivering services to a broader
geographic area.5”

CHALLENGES

» Small businesses have historically faced
barriers to finance due to physical distance,
lack of proper documentation, lack of
credit history, and high cost.2® COVID-19
lockdowns have also heightened the risk
of widespread bankruptcies.*®

Only one in three small businesses was
receiving a loan or line of credit in 2020-
2021.5 Women-owned small and medium
enterprises account for 32% of the
finance gap in emerging economies.**

Low-income users face more difficulty
adapting to and participating in an
increasingly technological and green
economy.”’

———_

February 2023

SOLUTIONS

» Digital financial services can facilitate access
to finance for small and medium enterprises.
Simplified loan application processes and the
use of alternative data for credit decision-
making could cut turnaround times." Lenders
using alternative credit scoring and accepting
non-traditional forms of collateral, including
moveable assets, can give faster and cheaper
credit.’?

Digital credit can spur entrepreneurial
growth, particularly of small e-commerce
firms.1> Technological capabilities have also
enabled lenders to reach underserved small
and medium enterprises (e.g., firms in rural and
remote areas, micro-enterprises, and informal
ventures), and to cut transaction costs.1®

Digital financial services could help low-
income people to participate in the transition
economy by giving them access to markets,
low-cost finance, education, and information.’®

Photo: Sanghamitra Sarkar CGAP Photo Contest
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Expanding small industry through
DIGITAL FINANCIAL INCLUSION
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SENEGAL
Of 343 businesses surveyed across

19 industries, 82% felt safer with INDIA
digital wages because they did not
have to travel with their paychecks. Also,

The Unified Payments Interface in India enabled

the seamless flow of data and payments between

banks and payment service providers, even

allowing small businesses without a bank account

to accept payments via a digital wallet.?? By

September 2021, the interface had grown to
include around 259 participating
financial service providers and
more than 3.5 billion monthly
transactions.z

57% of workers said they had better access to financial
services after their wages were digitized.?®

KENYA

NCBA Bank disbursed $3.9 billion in 2020 and

$5.1 billion in 2021 using technology and innovation,
including digital payments,
credit access, and the immediate
disbursement of small working

capital loans.2° AFRICA

To authorize short-term loans,

KopoKopo uses electronic

transaction histories to evaluate the
creditworthiness of MSMEs. Over 20,000 of the
45,000 merchants onboarded since its launch
in 2012 were active in 2020.2*

MEXICO

Grupo Bimbo, the world's largest baking

company, worked with small retailers to

help them adopt digital payments.
Sales revenue rose in one year by up to 30%
for participating merchants.

MEXICO

According to a recent Visa—
60 Decibels survey of 753 micro and

1.GPFI, 2020. 2. SME Finance Forum, 2018. 3. Albaz et al., 2020. 4. OECD, small businesses that have adopted
no date. 5. GPFI, 2017. 6. Deloitte, 2018. 7. GPFI, 2020. 8. Ibid. 9.Sunetal., digital payments, 72% of respondents
2021. 10. Small businesses have been forced to close and to lay off employees, . .
while many others are facing cash flow difficulties (Karr, Loh, and Wirjo, 2020; confirmed more customer spending, and 75%
Sunetal., 2021). 11. GPFI,2020. 12. Frost et al., 2019. 13. United Nations, reported higher revenues.2s

2022. 14. SME Finance Forum, no date. 15. Hau et al., 2021. 16. OECD, 2020.

17. Pasricha and Baur-Yazbeck, 2020. 18. Ibid. 19. BTCA, 2021a. 20. Gamser

and Chen, 2022. 21. BTCA, 2021b. 22. Carriere-Swallow, Haksar, and Patnam,

2021. 23.BTCA, 2021c. 24. Theuri, 2020. 25. Visa, 2021.
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Reducing inequality through
DIGITAL FINANCIAL INCLUSION

Global poverty rates have risen for the first time in 20 years. Inequality has worsened, and the most
disadvantaged groups have been hit the hardest. Over 90% of the people who have fallen into poverty as
a result of the COVID-19 pandemic live in low- or lower-middle-income countries.! Between 2019 and 2021,
the average income of the poorest 40% of households was estimated to have fallen by 2.2%, compared
with just 0.5% for the richest 40% of households. By disproportionately affecting low-income individuals
and women, climate change risks worsening inequality and pushing more people into poverty.?

OPPORTUNITY

Inclusive digital
financial services can
equip low-income
households with

the tools to make them
more resilient to
emergencies and
income shocks, through
products such as digital
remittances, formal
savings, and credit.

CHALLENGES

» Vulnerable populations, including
women and people with low incomes,
are typically harder to reach during
emergencies, in spite of being
disproportionately affected.

» Getting emergency funds through
family or friends can be difficult if
there are barriers to accessing them.
Over 50% of remittances are sent to
households in rural areas, but the cost
of remittances can be high.*

» Alack of documentation and collateral
makes access to formal lending
difficult for low-income households
and MSMEs that typically have
meager cash buffers.”

February 2023

SOLUTIONS

» Inclusive digital finance, including digital payment
channels, can be used to disburse support payments
to households and firms. This allows beneficiaries to
get relief payments more quickly and safely, thus
providing vulnerable populations with the resources to
cope with adverse shocks.®

» Households spend more on food and other items,
and lower their borrowing when remittance payments
are high, thereby reducing extreme poverty.> Digital
finance lowers the cost of remittances, which in
turn helps to reduce poverty and build resilience
to shocks.®

» Digital technologies can cut the high costs of the
origination and servicing associated with shorter-
term loans, by automating credit underwriting,
monitoring, and collection, and by using low-cost
digital disbursement and repayment processes.
Together, these innovations make short-term loans
to digitally connected MSMEs and households
more viable.®

Photo: Communication for Development Ltd



Reducing inequality through
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BANGLADESH

Low-income households and family
members who had migrated to
the city were introduced to mobile

money accounts, resulting in more urban-to-rural

remittance payments being sent back home. By KENYA
extension, spending by mobile banking users on Fuliza, the M-PESA overdraft facility launched in
food and other items rose, and borrowing fell.® partnership with NCBA and KCB Bank, allowed

users to complete payments or execute transfers
even without sufficient balances in their accounts,
effectively functioning as a short-term source of

MEXICO credit for household and business expenses, and
Income rose by 7% when bank emergencies.? Together with government policies
branches were rapidly opened in retail that temporarily removed transfer fees,
stores in rural Mexico, where people itis likely to have been a key factor
with low incomes benefited the most. Increased in the doubling of digital payments
access to banking services created new jobs and processed in 2021.13

made it easier for informal business owners to
operate.’®

INDIA
In rural communities, storing income in a
ASIA digital bank account rather than keeping
cash at home raised household
savings by 131% within three
months, and the effect was long-lasting.*

Data from a fintech in Korea used by low-

income workers to send money home to
developing economies in Asia show the

cost and time savings of digital payments,

and workers learning to optimize the timing of their
transactions to get the best exchange rates.!

By cutting the costs of remittances by
1. Mahler et al., 2021. 2.IMF,2021. 3. World Bank, 2022a. 4. IFAD, 2022. five percentage points, recipients in emerging
5. Leeetal., 2021. 6. Jack and Suri, 2014. 7. World Bank, 2022b. 8. Ibid. economies could benefit from $20 bi"ion more
9. Lee et al., 2021. 10. Bruhn and Love, 2014. 11. Agarwal et al., 2021. - .
12. World Bank, 2022a. 13. Safaricom, 2021. 14. Somville and Vandewalle, each year . In 2020, $12.7 billion cross-border
2018. 15. Ratha, 2015. 16. Visa, 2021. remittances were made via mobile money.!6
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The COVID-19 pandemic highlighted the importance of sustainable urban development through
strengthening city resilience and access to basic services such as housing and transport for people
with low incomes living in urban areas. Many countries will face challenges in meeting the needs of
their growing urban populations, including for housing, transportation, energy systems, and other
infrastructure, as well as for employment and basic services such as education and health care.!

Projections show a gradual shift
of the human population toward
urbanization, with the urban
population predicted to rise to
68% by 2050. The efficiency gains
of urbanization can be improved
by digital payment solutions to
encourage public transportation
use, cut the overuse of limited
resources, and make cities
greener and more inclusive.

One in four urban dwellers, or about

1 billion people, live in informal settlements.

Housing finance is not keeping up with
population growth and urbanization. It
is estimated that over 3 billion people
are expected to need affordable and
adequate housing by 2030.?

Only 52% of the urban population
has access to convenient public
transportation.? Lack of transport leaves

many without easy access to jobs, schools,

health centers, and other basic services.

Congestion on roads is strangling low-
and middle-income countries.> Congestion
in Manila costs the city around $70 million
every day.®

Digital financial services models can offer
affordable financing options, such as
micro-mortgages, for people living in
informal settlements.

Digital solutions, including digital transit
payment systems, have the potential to
improve the public transport systems
while also making cities greener and
more inclusive.*

Digital tolling systems cut costs and
leakages while also allowing governments
to accurately price the externalities caused
by congestion.’

Photo: © Dominic Chavez / World Bank



Creating sustainable cities through

DIGITAL FINANCIAL INCLUSION

INDIA

Digital tolls, through FASTag 2 raised I

tax collection by 55% from

2016/2017 to 2020/2021.° I
CHINA

The use of tap-to-pay instead of card-
inserting systems on diesel buses led
to 20% lower emissions compared with a cash

payment system.1 COLOMBIA

The use of smart transit cards in Bogota has
facilitated $2.5 million in targeted

subsidies, creating a 56% boost )))
RWANDA in ridership among recipients.® —
Moving from cash to tap-and-go smart
cards for buses in Kigali helped the bus
operator to raise revenue by 140%
in just one month, mostly by cutting
11,12
jeakage. SINGAPORE

Switching to an all-electronic tolling system lowered
congestion, resulting in a 24% reduction in the

number of trips taken to the city and also a
1. United Nations, 2018. 2. United Nations, 2022. 3. Ibid. 4. Arroyo Arroyo and . .
Niina, 2021. 5. Tellez-Merchan and Waldron, 2018. 6. Baker and Watanabe, 2017. 25% increase in speed of travel.*
7. Tellez-Merchan and Waldron, 2018. 8. NPCI, no date. 9. PIB, 2021 10. Tang,
Ceder, and Ge, 2020. 11. Igbal, 2016. 12. Igbal, 2016. 13. Rodriguez and Peralta
Quiros, 2016. 14. BTCA, 2018.
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Combating and adapting to climate change through
DIGITAL FINANCIAL INCLUSION

In 2021, around 3.6 billion people lived in contexts that were highly vulnerable to climate change.
This number is expected to rise as global warming severely affects water availability, food, and the
livelihoods of millions of people. Women and people with low incomes are disproportionately affected
by climate-related shocks and stresses.!

OPPORTUNITY

Digital financial services can
help vulnerable businesses,
governments, and individuals,
especially women, to mitigate
and adapt to climate and
disaster risks by enabling
access to funds during an
emergency, and for longer-
term investments in more
resilient and climate-friendly
assets, livelihoods, and
infrastructure.?®

CHALLENGES

» Emerging economies will need to finance
an estimated $250 billion per year by
2030 to adapt to climate change; five to
10 times more than current public finance
flows for adaptation.

» The social and economic transform-
ations needed for climate-change
mitigation and adaptation will impact
particularly those who rely on natural
resources for their livelihoods.”

» Over the past decade, over 250 million
people were forcibly displaced by
natural disasters; in emerging countries,
80% of these people were women. 1213

» Women are more vulnerable to the
impacts of climate change and yet
have less access to technology, social
capital, and productive resources to
adapt and diversify their livelihoods.*®

» Smallholder farmers have limited access
to finance, technology, public
services, and the information needed to
adopt climate adaptation solutions.?

SOLUTIONS

» Digital financial services can enable climate financing
to reach the people and places needing it the most.
Savings, loans, insurance and payment products
can incentivize and remunerate local communities’
climate actions.5®

» By accessing loans, insurance, and savings products,
households and businesses can invest in the skills,
assets, and practices needed to participate in the
transition to low-carbon economies 8910

» Digital payment systems offer fast, targeted, and
cost-efficient channels for financial assistance and
insurance pay-outs, as well as for information and
early warnings, including to climate migrants.}41516.17.18

» Digital financial services can enable women in
rural and agricultural livelihoods to access finance,
training, and climate-smart and time-saving tools
that help to maintain income sources, increase
farm productivity, build financial resilience, and
shift social norms.?°

» Access to climate risk insurance and safety nets
gives farmers the confidence they need to invest
in their farms by protecting them and their assets
from hazards.?

Photo: Communication for Development Ltd



Combating and adapting to climate change through
DIGITAL FINANCIAL INCLUSION

TANZANIA

Mobile money users were more likely to receive

remittances than non-users and, after a rainfall
shock, the value of remittances
received rose for mobile money users,
replacing two-thirds of the losses
incurred through the shock.®

KENYA

Through DigiFarm's digital mobile platform,

1.3 million farmers—with half of the

active users being women smallholders—
significantly raised their profits
in 2021, and were able to build their
capacities to weather external shocks
through access to financing, and
quality seeds and inputs.?*

INDIA

SMV Green Solutions has helped 1,700 rickshaw

drivers to switch to e-rickshaws through a suite of

services, including rickshaw sales, asset financing,
and a pay-per-use battery swap
service that enables drivers to avoid
long charging times.?

1.IPCC, 2022. 2. Ibid. 3. Naughton and Brady, 2022. 4. Chapagain et al.,
2020. 5.1IED, 2021. 6. UNEP, 2019. 7. CIF, 2021. 8.Aggarwal et al., 2020.

9. Paulson Institute Green Finance Center and the Research Center for Green
Finance Development of Tsinghua University, 2020. 10. Liu et al., 2021.

11. UNDRR, 2022. 12. Quifiones, 2021. 13. UNDP, 2017. 14.|PCC, 2022.

15. Riley, 2018. 16. Lopez, 2019. 17. Calderone, Weingértner and Kroessin,
2019. 18. Pasricha and Baur-Yazbeck, 2020. 19. Anderson, Coetzee, and
Mattern, 2021. 20. Ibid. 21. Ibid. 22. Ibid. 23. Riley, 2018. 24. Koyama et
al., 2021. 25. Karelia, 2021. 26. Sunfinder, 2021. 27. Aggarwal et al., 2020.

28. Njiraini, 2021. 29. reNature, 2021. 30. Business Wire, 2021. 31. UNFCCC,

no date.

KENYA

Despite the harsh climatic and
economic conditions that affected
about 2.5 million Kenyan farmers in 2020, 81%

of those with a SunCulture solar irrigation
system were able to raise their revenue. This was
compared with 88% of non-SunCulture farmers seeing a
worsening of their economic situations. SunCulture aims
to mitigate 2—-3 million tonnes of CO, by scaling up its
solar irrigation solutions across the continent within the
next seven years.?6?’

MALI

In 2021, severe storms hit rural regions

in Mali and OKO Finance’s mobile-based

crop insurance product triggered a

payout to 1,850 affected farmers totaling $100,000.28
They were previously otherwise unprotected against
this type of disaster.

BRAZIL

Carbon marketplace Acorn and startup reNature, in
partnership with a Brazilian farmers’ cooperative,
produced their first round of 242 carbon removal
units, resulting in each farmer earning around $19.2°

CHINA

Between 2016 and 2021, 600 million Alipay Ant

Forest users planted more than 326 million trees.3°
Working with farmers to plant them, to develop organic
agricultural products, and to connect with e-commerce
platforms, Alipay Ant Forest has also contributed to
the creation of about 400,000 climate-smart jobs and
$8.4 million in income between 2016 and 2019.3
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Promoting just and inclusive societies through

DIGITAL FINANCIAL INCLUSION

Every year worldwide, 20% of government revenues go missing, amounting to about $5 trillion lost.!
Every region suffers from corruption, and nearly one in six businesses have been approached by public
officials for bribes.? Due to a combination of climate-related disasters and the socioeconomic effects
of climate change, 200 million people every year—twice as many as in 2021—could need international

humanitarian aid.?

OPPORTUNITY

Digital payments have
the potential to help
governments to overcome
systemic challenges,
resulting in less leakage
and lower implementation
costs, and the more
effective monitoring

of social protection
programs.? This helps

to hold governments

to a higher standard

of using public funds,

and increases the funds
available for vital public
services, investments,
and transfers.®

CHALLENGES

» In 2020, more than one in five people
who used a public service used personal
connections.® The use of cashin
government payments makes it harder
to trace funds, enabling corruption and
leakages.”

» Millions of women are at risk from the
insecurity and a lack of social protection
that categorizes informal, temporary,
and unpaid labor. In many emerging
countries, most of the women who
earn incomes work informally. The
share is as high as 95% in Asia and 89%
in sub-Saharan Africa.*?

» Tax revenue collection as a share
of GDP is less than 15% in fragile
countries,’® and only 15% to 20%
in lower-income and middle-income
countries. These shares compare with
over 30% in upper-income countries.!®

SOLUTIONS

» Governments delivering payments through
secure, transparent, and convenient digital
channels are able to reduce corruption.? Globally,
governments could save up to $1 trillion
by leveraging payment data and advanced
analytics.>1°

» Government payments, such as public-sector
wages, pensions, and safety-net transfers, were
the reason vast numbers of women—140 million
globally—were able to open their first bank
account and so be financially included in the
system.’3 According to Global Findex 2021, the
global gender gap in account ownership has
narrowed to four percentage points.**

» With reduced costs and increased transparency,
digitizing tax payments and related activities in
emerging countries can potentially raise an extra
$300 billion in government revenues every
year.” The digitization of bureaucratic procedures
reduces discretion and the opportunities for
bribery.1®

Photo: Communication for Development Ltd
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INDIA
Between 2013 and March 2020,
direct benefit transfers helped to i
save a cumulative amount of - .
$24.4 billion by removing duplicate

beneficiaries, cutting the cost of transactions, and

plugging the leakages in the previous cash delivery CAMBODIA

system.’® Digitizing person-to-government

payments by Cambodia’s Ministry
of Public Works and Transport
raised the revenue from almost

RWANDA $15 million in 2017 to $37 million in 2019.22

Between 2013 and 2018, electronic

billing machines cut the value-added

tax (VAT) filing time from 5 hours to
45 minutes. The number of registered taxpayers

nearly doubled between 2011 and 2018.2° UGANDA
The government saved nearly $7 million

in less than a year in 2016-17 by verify-

ing the digital identities of civil servants

against the national identity database and removing
MEXICO more than 4,600 ghost workers from the public
Digitizing tax payments raised payroll.z
overall tax revenue and social
security contributions by
95%, to almost $140 billion, between 2010 and

2016 Furtherl |arger bus|nesses Started pushlng 1. Cunningham, Davis and Dohrmann, 2018. 2. United Nations, 2022.
. . . L 3. Costellaetal., 2021. 4. Hare and Parekh, 2020. 5. BTCA, 2020.
smaller providers to use e-invoices, bringing an 6. Transparency International, 2020. 7. Manyika et al., 2016. 8. Setor, Senyo,

estimated 4.2 million micro-enterprises into the and Addo, 2021. 9. Cunningham, Davis and Dohrmann, 2018. 10. Wald,
2018. 11. World Bank, 2020. 12.1LO, 2018. 13. Miller et al., 2020.

formal economy.? 14. World Bank, 2021. 15. Chehade et al., 2021. 16. Bachas, Kondylis, and
Loeser, 2021. 17. BTCA, 2020. 18. Santiso, 2021. 19. Jain et al., 2021.
20.BTCA, 2020. 21.Ibid. 22. Fichers and Naji, 2020. 23. World Bank, 2018.
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