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SCOPE OF THE REPORT

The G-20 recognizes data and measurement as an essential foundation for advancing financial inclusion at

a global level. The G-20 Leaderscommittedto the journey toward niversal financial access at the 2009
Pittsburgh Summit with the formation of tRéancial Inclusion Experts Group (FIEG). A year later, in Seoul, the
Leaders committed to ingment the Financial Inclusion Action Plan, and to launch the Global Partnership for
Financial Inclusion (BFI) to institutionalize, expandand provide continuity to the global financial inclusion
agenda.To strengthen financial inclusion data and measerg as well as to develop counteg financial
inclusion target setting methodologies, G0 created @ata and Measureme8ub-Groupwithin the GPFI.

The Data and Measurement Sub-Group, in its first year, was tasked to identify the existing financial
inclusion data landscape, to assess the data gaps, to develop key performance indicators, and to lay out the
foundations for the framing of financial inclusion target setting approaches. To implement the items in the
SubGrougd s wor k pl an,erfornte€Ctheadatalsto€ki@kdng angd gap exercise, AFI Financial Inclusion
Data Working Group formulated "the Core Set" of financial inclusion indicators, and IFC initiated the analytical
framework for financial inclusion target setting.

The purpose of this report, prepared for the GPFI, is to highlight the key findings and recommendations of

the Data and Measurement Sub-Group during its first year, providé n p ut for a roadmap
workplanfor the coming year, and to propose key policy recommemutafior consideration by the-20 policy

makers for the Cannes Summit in November 2011. The policy recommendations proposed are relevant at the
global level, including botks-20 and norG-20 countries.



FINANCIAL INCLUSION DATA — ASSESSING THE LANDSCAPE AND COUNTRY-LEVEL TARGET APPROACHES

SUMMARY RECOMMENDATIONS

Lack of standardization of data collection methodologies and indicator computation, harmonization of
definitions, and coordination of data collection efforts within and across countries remain major data
challenges. Standardization ensures comparability, transparency, consistecgpst efficiency; improvedata
availability and quality; and minimizamisinterpretations of published statistics besides contributing to informed
policy design. Harmonization of definitions, in particular of SMEs, womened SMEs, and active vs. domba
accounts would be of great value for improving data availability and quality. Coordination contributes to
consistency, cost efficiencgnd data quality.

Strengthening national statistical capacity is the key to good statistics. National statistical cazity is crucial

to achieve reliable and consistent data sources not only at the national level but also on a global scale, as
international data collection and compilation efforts rely heavily on codengl statistics and data collection by
national sttistical agencies.

Promoting open data access will improve the quality of data. Data available in the public domain facilitates
knowledge creation and a shared understanding of challenges, and in turn leads to better policies and higher
guality data.

Continuity and improvement of global supply-side data initiatives can be advanced by requesting the IMF

to continue and expand its efforts in collecting supply-side data on financial access on a global scale. The

IMF is well positioned to be one of the dd#gmders in financial inclusion as: (i) linking financial inclusion to
financial stability can be aided by the fact that the IMF is a recognized global expert on financial stability; (ii) the
IMF is a standard setter in monetary statistics and financialdemss indicators and it is therefore fitting that the
IMF is engaged in this data collection effort. The involvement of the IMF should be limited to collecting the core,
macro dataset, which could then be complemented by other initiatives to encomalbsl¢fiaition of financial
inclusion.

Progress toward a comprehensive set of financial inclusion indicators requires special attention to
developing indicators for the dimensions of financial inclusion that are yet to be measured consistently: (i)

indicators on quality of financial services, financial literacy, barriers to access; (ii) access and usage indicators for
informal and norbank providers; (iii) indicators on key enabling environment; (iv) differentiation of active users;

(v) access to finandey womenowned SMEs, agricultural SMEs, and informal businesses; and (vi) frequency of
measur ement of usage by enterprises. Worl d Bankds
considerably to address the last two items on this list.

For a shared framework on data and measurement that encompasses dimensions of financial inclusion and

is also flexible to meet country-specific needs, the AFI Core Set could be leveraged as a starting point. The

Core Set lists basic indicators of access and usabeuseholds, which are good candidates for the set of KPIs of
financial inclusion. The Core Set could be used to measure progress of the state of global financial inclusion and
be integrated into the financial inclusion target setting exercise.

Financial inclusion target-setting initiatives can accelerate progress toward achieving the shared vision of

universal access. Goals and targets help raise awareness, mobilize resources, inspire efforts, set,paiudities
direct actions, all of which would ultimaly contribute significantly to improving access to finance. The GPFI
holds the potential for impact on two levels: (i) incorporating guidance on measurement frameworks and
prioritizations of targets through GPFI counteyel pilots; (ii) aligning on theoadmap and determining a toolkit

for formulating country | evel targets or goals to h
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1. FINANCIAL INCLUSION DATA STOCKTAKING

1.1 Financial Inclusion Data Collection and Compilation Efforts

In recent years, with the increased interest in financial inclusion, a growing number of data collection and
compilation efforts were initiatedd both on a global scale and at national level. Increasingly, policy makers

are recognizing the importance e@fidencebase decision makingnd the central role of data and measurement.
Data on financial inclusion can enable identification of areas where policy is most needed, inform program design
and policy choice, and facilitate monitoring and evaluation.

In its first year, the Data and Measurement Sub-Group was tasked to identify the existing financial
inclusion data landscape and to assess the data gaps. The first twochapters of this report include the key
elements that emerged from the stocktaking exercise implementedhit purpose, and develop key
recommendations to fill the data gdps.

1.2 Frameworks for Financial Inclusion Data Collection and Compilation

Financial inclusion is a complex and multidimensional concept. Yet, simply put, an inclusive financial system
provides access to financial services for all in a reliable, convenient, affordable, continuous, and flexible manner
by focusing on financially underserved as well as financially excluded.

Financial inclusion data landscape needs to span this multidimensional nature. Frameworks for data
collection should cover the relevant concepts for all functions of finance for those institutions within the boundary
of the financial system, while ensuring consistency, comparability, and continuity as well as allowing for
flexibility to meet countryspecific needs.

Existing data collection frameworks can broadly be categorized as supply- and demand-side initiatives:
supplyside data are from the providers of financial services through financial institution surveys aatbregul
surveys, and demargide data are from the users through household surveys and firm surveys. There are also
other initiatives such as compilations of administrative/legislative data or expert surveys.

Supply- and demand-side data are not substitutes, but rather are complementary to each other. While
demandside data offers richer information on many dimensions of financial inclusion, household and firm
surveys are costly, less frequent, susceptible to sampling bias and omissions by respondemsarandases,

not comparable across countries or over time. Segigly data, on the other hand, offers a-tmst alternative

with more frequent and comparable data, however, at the expense of a set of rather broad indioatgrs on
formal and regulated pviders in general.

1.3 International and Multi-Country Data Collection and Compilation Efforts

Various data collection and compilation initiatives exist at international or multi-country level, focusing on

a large number of countries but touching on only a few of financial inclusion topics, or focusing on a

smaller group of countries for a multidimensional measurement of financial inclusion. These international

and multicountry initiatives help standardize definitions and measurement, and enable comspagsoss
countries and regions, as well as over time. Nevertheless, these initiatives do not necessarily produce data that ar
customt ai |l ored to meet a particular countryds needs.

A number of global-scale data initiatives exist on the supply-side. Among t hes e, Il MF&6s FAS ¢
indicators of access and usage on a global scale, and enables comparisons across countries and over time on «
annual basis. Other suppdide data initiatives are, in general, complementary to IMF FAS; they covefispeci

aspects onl vy, e. g. Wor I d Banko6s -dépth yndiators butSfor & tindteds S u

! Further details of the stockking exercise and gap analyaie reported itFC and CGAP (2011).
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number of countries, e.g. World Bankods Remittance I
or are for specific types of providers,g. WOCCU statistics on credit unions. Figure 1 provides a summary
comparison of selected current global or madtuntry supplyside data collection efforts. The figure indicates

that basic usage and access indicators are reasonabigewelbped in ta form of countrylevel aggregates,
especially for commercial banks.

Figure 1 — Global or Multi-Country Supply-Side Data Collection Efforts: A Comparison

Pa\)//vrrllaent WE Fin. .
IMF FAS Systems Inst. The MIX BankScope| FinStats IMF-IFS IMF FSI
Survey
Survey
8 Publicly Available Yes No No Partially No No Yes Yes
%) Frequency Annual | Btrannual | Irregular Irregular Irregular Annual Varies Varies
f.'f Coverage Global Global Global Selecte_d Selected Global Global Global
Developing
E Basic Usagendicators Ii CI: B E ¢ S c S c S ¢ S (I: S c
|
3 S| cC s|c| s|c| s|c|s|c
le) Access/Infrastructure
o Pl ] P P
fj Barriers to Access Yes
g Regulatory/Enabling S C
Environment [

% Aggregated Yes Yes Yes Yes Yes Yes Yes
% Firm Yes

Household/Individual Yes

Commercial Banks Yes Yes Yes Yes Yes Yes
ﬁ Coops & Credit Unions Yes * Yes *
Q | Specialized State Fin. Ins§f Yes * Yes *
5 Microfinance Institutions |  Yes * Yes Yes *
& Insurance Providers Yes Yes Yes

Finance Companies Yes Yes Yes

Informal Providers
* IMF data ses categorizedeposit F { Ay 3 AyadAiddziAzya ad aO2YYSNDALE oblyl1aé |yl
S¢ Savings, G Credit, I Insurance, R Payments
Problem areas [ Major data gagd—]

Source: IFC and CGAP (2011).

On the demand side, two initiatives collect consistent and comparable data on a global scale. Of the two,
Enterprise Surveys by the World Bank collect fibased data enabling comparisons across countries and over
time to a certain extent. This initiative produces a comprehensive data set of busiitessnemt in developing
countries, and includes a variety of questions on t
side, GFIl produced by the World Bank and the Bill & Melinda Gates Foundati@i@iconstruct a database of
high-level financial inclusion indicators comparable across courasesell as over timeThe first round of5FlI

data will be available by fall 2012. Besides these two giebale initiatives that encourage comparability, some

other initiatives produce a thaugh set of indicators by focusing on specific areas of financial inclusion, and on a
number ofselectedc ount r i es, e. g. Fi nMar k Tr uesd té Binarfce by SklEspe S
Figure2 provides a summary comparison of selected currentlgbolvaulti-country demandide data collection

efforts. The figure indicates that basic usage indicators are fairlydestloped, especially for households.

Several other international data collection and compilation efforts, which rely on expert surveys,
administrative and/or legislative data, project-level data, or funder-level data, also exist. For example,

Worl d Bankds Doing Business collects annual i ndicat
credit information among othersn a global scale via an expert survey.
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Figure 2 — Global or Multi-Country Demand-Side Data Collection Efforts: A Comparison

wB
WB CP/FL . .
Enterprise WBLSMS WB & Surveys Mlgrgﬂon & FinScope MECOVI
GatesGFll Remittances
Surveys WB FPD
Surveys
Publicly Available Yes Partially Partially Yes Yes No No
§ Frequency E\;eer;/r;ew Irregular Annual Onetime Onetime Irregular Irregular
= Sel i
o elected 14 in SSA &
Coverage Selecte_d Selecte_d Global Developin 5in SSA Pakistan, 12 in LAC
Developing | Developing ’
g India
m . . S C S C S C S C S C S C S C
= Basic Usage Indicators
< O P | P | P P | |
(|
< - S C
o= Access/Infrastructure
8 P |
Barriers to Access Yes Yes Yes Yes
o Aggregated
i -
0 Firm Yes Yes (|_n 6
=} countries)
Household/Individual Yes Yes Yes Yes Yes Yes
Commercial Banks Yes Yes Yes Yes
% Coops & Credit Unions Yes Yes Yes Yes
o Specialized State Fin. Inst Yes (Postal Yes Yes (Pdsl) Yes
8 Microfinance Institutions Yes Yes Yes
& Insurance Providers Yes Yes
Finance Companies Yes Yes
Informal Providers Yes Yes Yes
LAC; Latin America and the Caribbean, SubSaharan Africa
S- Savings, E€Credit, |- Insurance, B Payments
Problem Areas [ Major data gaps [

Source: IFC and CGAP (2011).

1.4 Data Collection Efforts at the Country Level

Increasingly, more countries started monitoring financial inclusion through household, firm and/or

financial institution surveys at the national level. Figure 3 suggests that household survey is the most common
method used by financial regulators to monitor financial includioradditionto surveys financial regulators
sometimes gather datan financial inclusion via regular reporting by financial institutions. While cotletty

efforts produce data that are specific to the country context, the indicators may not allow comparisons to other
countries or to earlier efforts within the same countet, this direct ownership of measurement and data
collection activities suggests a potential for informed policy action.

Data collection efforts at the national level vary across countries. Based on the 2010 CGAP/World Bank
Financial Accesssurvey, asurvey of financial regulators, (i) around half of the responding regulators monitor
access to financial services through one of these methods, and household survey is the most common mechanismn
(i) most economies also monitor SME lending (see Figurar8),most often line ministries, such as ministry of
industry and trade is tasked to do so although the definition of an SME may vary from one institution to another
even within a country; (iii) majority of the countries with national strategy documantisdncial inclusion tend

to put more emphasis on data and measurement (see Figure 4).

2 Data collection initiatives at the national lewaid nationatlevel adivities to monitor SME lending based on the 2010
CGAP/World Bank Grourinancial Accesslatabase are listed iIRC and CGAP (2011).

9
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Figure 3 — Country-Level Monitoring and Data Collection Efforts
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Source: CGAP/World Bank Group Financial Access database. Left panel is based on responsebwytiig8. Right panel is based on

responses by 120 countries, 23 of which use more than one method to monitor SME lending.

Figure 4 —National Strategy Documents and Data Collection and Monitoring Efforts

Strategy documents and data collectiol

No strategy document

Strategy document

Number of countries

m At least one survey = No survey

Monitoring SME lending by regulated institution:

No strategy document

Strategy document

Number of countries

m Monitor = Do not monitor

Source: CGAP/World Bank Financial Accessatetse. Based on responses by 131 countries.
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2. GAPSIN THE FINANCIAL INCLUSION DATA
LANDSCAPE

Financial inclusion measurement and data collection efforts are plentyd both at country levels and on a

global scaled but gaps in the data landscape still exist. The first step in identifying the data gaps is to define

the comprehensive financial inclusion data landscape. The second step, then, is to evaluate the existing indicators
in relation to this comprehensive set.

Defining the comprehensive financial inclusion data landscape is not straightforward and should be based

on at least the following two conditions. First, a full, accurate, and wideficcepted definition of financial
inclusion and its dimensions is essential. Second, it is necessary to ackmothlgddefining the comprehensive
data landscape is a dynamic procesdata requirementsay change over time, especially because technology is
rapidly changing the way people access and use financial sei&&essich, it is not possible to completelyda
accurately define the comprehensive financial inclusion data landscape.

Yet, this should not hinder the efforts to identify the data gaps, as it is possible to envision drawing the
boundaries of a comprehensive data landscape based on the generally-agreed principles for high-quality

statistics as well as on certain principles that financial inclusion policy making would necessitate. As a first

step in reaching a common understanding towacdraprehensive data landscaparposes and qualities af

ideal data landscapghould be identified. Secongrinciples for building or improving nianal statistical capacity
andprinciples for building inclusive financial systems would provide guidance to visualize a comprehensive data
landscape. Finally, evaluafj the existing data landscape in relation to these two sets of principles, and
simultaneously accounting for the purposes and qualities of an ideal data landscape, would allow the
identification of data gaps.

The rest of this chapter is as follows. Sectbn 2.1 describes the first two steps to develop an understanding of a
comprehensive data landscape for financial inclusion. Next, sections 2.2 and 2.3 build on these principles to
identify the data gaps in international and madiuntry initiatives, andauntry-led initiatives, respectively.

2.1 Toward a Comprehensive Data Landscape
Step 1

A comprehensive set of financial inclusion indicators should serve three purposes: (i) to inform financial
inclusion policy making both domiésally and internationally(ii) to provide a basis for measuritige current
state of financial inclusion on a global scale and at country;lawel(iii) to provide a basis for monitoring and
evaluation of financial inclusion policies and targets, both domestically and inbevadbti

A comprehensive set of financial inclusion indicators should have three qualities: (i) encompass dimensions

of financial inclusion (ii) be sufficiently standardized to ensure transparency, consistency, and comparability, and
yet sufficiently flexble to meet countrgpecific needsand (iii) be collected througloordinated and efficient
processes

Step 2

Building or improving national statistical capacity to meet national, regional, and international data needs

on financial inclusion is one step toward constructing a comprehensive data landscape, especially in terms

of emphasizing standardization and harmonization of measurement and definitions to ensure quality of

data and indicators. Earlier and existing initiatives can be of guidance in tespect. For example, the UN
Statistical Commission endorsed a set of 10 principles, known as the Fundamental Principles of Official Statistics
in 1994 to guide the efforts for building national statistical capacity. In addition, the Partnership ircStatisti
Development in the 29century (PARIS21) was founded in 1999 by the UN, EC, IMF, World Bank and Q&CD
encourage and assist all lamcome and lowemiddleincome countries to design, implement, and monitor

11
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National Strategies for the Developma@itStatistics (NSDS)and to have nationally owned and produced data
for all MDG indicators.

National statistical capacity building would also lead to more efficient data collection processes. A key
ingredient in national statistical capacity is the cowtion of data collection efforts within and across countries.

For example, statistics on SME lending might be collected by the Ministry of Industry and Trade as well as the
financial regulator. Coordination of the data collection efforts by the two sgewithin the country would bring

cost efficiency as well as consistency in the resulting data.

Building inclusive financial systems is a multi-stage journey, and different types of indicators are suitable

for different stages of this journey. Reflectingon this journey would be of help in terms of identifying the
indicators relevant for each stadeor example, one way to envision these stages is as follows: building basic
enabling environment, enabling first entry into the formal financial system,iegabformed use of financial
products and services, enabling the use of a full suite of financial products and services, ensuring high quality
financial products and services.

The stages of the journey toward full financial inclusion are not necessarily sequential, but some may

overlap with one another; however within each stage, it is possible to consider indicators grouped into three

as input, output and impact. Input indicators describe the key characteristics of the enabling environment,
output indicgdors capture consequences of input actions, and impact indicators measure improvements in
individual welkbeing and firm profitability due to financial inclusion policies. In this context, key enabling
environment includes public sector driven enablerd @ag the existence or quality of relevant legislation or
institutions, private sector drive, and macroeconomic descriptors. Basic set of output indicators are access and
usage indicators such as number of branches or number of banked adults that mégsur® ¢he formal
financial system. The next generation output indicators include more felteaitig dimensions of financial
inclusion such as lifting barriers to access, quality of financial services, and financial literacy. Impact indicators
are themost challenging in terms of measurement because they require isolating the effect of financial inclusion
policies on wellbeing.Each stage of the journey toward full financial inclusion might call for a different set of
indicators that fall ito each othe three categories.

2.2 Data Gaps in International and Multi-Country Initiatives

Given the guiding principles toward an understanding of a comprehensive financial inclusion data
landscape, data gaps in international and multi-country data initiatives can be broadly grouped into two:
gaps related to statistical capacity in general, and gaps related to specific financial inclusion dimensions.

i.  The gaps related to statistical capacity are those that involve the way in which financial inclusion statistics
aremeasured, collected, and disseminated in general. These are:

1 Some data sets, especially demaite databases, are not publicly availgdbke Figures 1 and.2n
some cases, this lsecause otonfidentiality, in some otherdyecause otransparency oprivate
property.

9 Data and measurement on access to finance by households are more developed than those on acces
to finance by firmgsee Figures 1 and 2, and also coverage for households vs. enterprises: Figures 5
and 6).

1 There is lack of data on fiormal providers and informal businesses, thoughstibuld be
acknowledged thatata on theriformal sectoare hard to gather in general (see Figures 1 and 2)

1 Lack of financial identity weakens the reliability of suppige data on usagés userscanrot be
uniquely identified in forming countrievel aggregates in the absence of financial identity, supply
side indicators on usage are prone to multiple counting.

1 Lack of harmonized definitions, standardized data collection and indicator considuetipeially
for SMEs, active vs. dormant accounts, and densighel datd lead tochallengs with comparability
of indicators over time and across countries.

Figure 5 —Data Coverage for Households/Individuals
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Broader coverage

IMF FAS

[FinStat} GFll
[IMF IFS] Opinion Polls
[IMF FSI]

Supplyside Demandside
WB Payment Systems WB LSMS
BIS Payment Systems
WEB EIS ECB HFCS
WB Remittance Prices MECOVI
ECB MFI FinScope
ECB BLS OECD Firiedu
Bankscope WB CP/FL
WSBI WB Migration &
WOCCU Remittances [ ]: covers relevant
The MIX Financial Diaries financial sector
Microcredit Summit data, but not
explicitly focused
on access data

Deeper coverage

Source:lFC and CGAP (2011Matrix representatia is adapted from Bill and Melinda Gates Foundation (2010). Listed datasets cover
only global and multcountry data sources.

Figure 6 —Data Coverage and Gaps for Enterprises

Broader coverage

[FinStaty
[IMF IFS]
[IMF FsI]

Supplyside Demandside

WB Payment Systems

WB FIS

ECB MFI

ECB BLS

Bankscope

The MIX
Microcredit Summit [ 1: covers relevant
financial sector
data, but not
explicitly focused
Deeper coverage on access data

WB Enterprise Surveys
ECB A2F of SMEs

Source:lIFC and CGAP (2011)Matrix representation is adapted from Bill andeMhda Gates Foundation (2010). Listed datasets cover
only global and multcountry data sources. White boxes in the matrix point to data gaps.

13



FINANCIAL INCLUSION DATA — ASSESSING THE LANDSCAPE AND COUNTRY-LEVEL TARGET APPROACHES

ii. The gaps related to financial inclusion dimensions are those that concern input, output and impact
indicators. hese are:

1 Access and usage indicators that measure the entry into the formal financial system are reasonably
well-developed, though there are certain gaps to be filled. For example, frequency of measurement of
usage by enterprises and differentiation divacusers need improvements.

9 Next generation output indicators such as quality of services, financial literacy, absence of barriers to
access, etc. are yet to be developed in a consistent way.

1 Regular and thorough measurement of the key enabling endridmmore specifically, public
sector driven enablers and private sector @riigelacking.

1 Methods and indicators to assess the impact of financial inclusion policies are missing.

2.3 Data Gaps in Country-Level Initiatives

Based on CGAP/World Bank Financial Accessdatabase, it is possible to identify a number of gaps in
country-level data and measurement initiatives:

i. Inthose countries where more than one agency collects data, coordination & cooperation at the national
level is essential to achieve coneisty and efficiency.

ii.  Financial regulators in significant number of countries do not use any mechanism to keep track of the
state of financial inclusion.

iii.  Although many countries keamck of SME lending, a consistefinition of an SME even at a iaal
level is lacking in most countries, leading to problems in aggregating numbers and monitoring progress.

iv.  Countries with national strategy documents for financial inclusion put mophasis on data and
measurement than those that do not have strasgyments.

More detailed analysis of data gaps in country-level initiatives requires comprehensive country-level case

studies. Yet it is possible to conjecture that the majority of the gaps identified for international andoouitiy
initiatives also apply for countrylevel initiatives because almost all international and maotuntry data
collection and compilation efforts depend on national data collection capacity, as well as data availability and
guality at the country level.

2.4 KeyImplications and Recommendations for the GPFI

The findings of the stocktaking and gap analysis have key implications for the GPFI work going forward. These
are summarized below, in addition to the dafated recommendations that emerged from the findings of the
GPFI SME FinanceSubGroup Box 1summarizes the data recommendations by the Data Working Group of the
G-20FIEG SME Financ&ubGroupmade in September 2010.

Measures to improve the overall data landscape
Harmonize definitions

Harmonization of the definitions of the concepts to be measured is essential to ensure comparability across

countries and over time, to devise development strategies, and to adapt or design informed policies. This is
especially important for data and measurement of access to finaSdé¢Hs/and womewnwned SMEs, active vs.
dormant accounts, quality of financial products and services, and regulatory environment, as data and indicators
in these areas are currently being developed, while indicators of physical proximity and usage bydsoaszho
relatively wellestablished.

% See CGARand the World Bank Group (2010).
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Box 1: Summary Recommendations by the Data Working Group of the G-20 FIEG SME
Finance Sub-Group (September 2010)

The group proposes the following recommendations with the aim of obtaining better data which will lead to
improving the process of designing policies, setting targets, and understanding the impact of specific
interventions over time:

Request for consistent collection of supply side data, disaggregated for households, micro, small and medium-
sized enterprises, with a mandate for the World Bank/CGAP and IMF to [consolidate/harmonize] their global
efforts within their respective mandates.

Request for continuity and expansion of demand side data, with a mandate for the World Bank, OECD and ECB
to harmonize their global efforts and include more sectors in their data collection efforts such as enterprises
with less than 5 employees and the informal sector.

Request MDBs, [FIs and DFIs to harmonize their reporting on their support for SME Finance, as well as
encourage initiatives to make institution level data for SME Finance available including the collection of supply
side data from funders under the leadership of the IFC/CGAP.

These recommendations will require a certain amount of funding to be fully implemented.

The working group further recognizes that SME Finance data collection cannot be seen in isolation from the
broader financial access data efforts. Also, there is a need to engage with standard-setting bodies as well as at a
country level in order to support improvements to existing reporting frameworks that are aligned with national
development priorities, as well as evolving reporting frameworks linked to changes in financial institutions
oversight and prudential regulations.

Additional considerations going forward. The following agenda items may need to be considered within the
context of the data agenda going forward: (i) Measuring impact of MSME Finance, in particular on employment
creation, growth, labor standards, and the link to non-financial interventions, the impact of financial
infrastructure, different financial instruments such as equity, debt, leasing, and the impact of different public
interventions, including guarantees. (ii) Demonstrating the link to stability, both on the demand and the supply
side. (iii) Articulating a plan to address capacity issues at financial institutions to report data, in particular with
respect to MIS and IT systems. (iv) Reviewing different approaches towards MSME definitions, in particular in
developing proxies for the supply side data collection. (v) Reviewing how best to build on existing data sources
such as public registries and commercial credit bureaus to complement/support the respective data collection
efforts. (vi) Reviewing possible introduction of regulatory requirements on banks and other financial
institutions to report on lending by type of borrower.

Source: Summary outcome document prepared for the second meeting of the Data Working GroupgG28HdEG
SubGroupon SME Finance held in Washington, DC on September 2, 2010.

Standardize data collection and indicator computation

The use of international concepts, classifications and methods promotes the transparency, consistency and
efficiency of statistical systems. This also avoids misinterpretations of published statistics. It is also important to
recognize that countrgpecific characteristics, such as urparal divide, etc. might necessitate certain
differences across countries in terms of the level afgdjsegation in which the indicators are computed so as to
inform the policy makers in the best possible way. Nevertheless, such national classifications tailored to country
situations and needs should enable internatioistdigdardized data to be genedate

International data classification standards exist for various data types, though not for financial inclusion
data and measurement. Nevertheless, efforts should focus on producing indicators that are consistent and
comparable, yet suitable to counspgecific conditions. In this regard, it might be possible to borrow from
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standards and classifications for similar areas/initiatives. For example, the IMF FAS uses definitions and
standards consistent with th'e | MF6s Monetary and St

Build or improve national statistical capacity (prioritize based on country-specific needs)

Building or improving national statistical capacity is imperative in improving data availability and quality.
National statistical capacity is the key to consistent andlielidata collection not only at the country level and
also on a global scale, as international initiatives rely on colewg} statistics and data collection by national
statistical agencies. Agd statistics are important for informed policy makamd achieving better outcomes,
national statistical capacity building should take into account cogptygific needs for data collection and
measurement for custetailored policy making.

Improve data availability and quality with a focus on missing indicators

While indicators on access and usage dimensions of financial inclusion are reasonably well-developed,

progress is yet to be made on indicators to consistently measure other aspects, i.e. indicators orquality of

financial services, financial literacgbsence of barriers to accedifferentiation of active users; access to finance

by womenowned enterprises and agricultural SMEs; and frequenayeafsurement of usage by enterprises
Furthermore, regular and thorough measurement of the key enablimgnement is yet to be developed.
Developing methodologies and indicators to consistently measure access, usage and quality through informal and
unregulated providers would help complete the pictWwe.r | d Bankdés Enterprise Surv
expanded considerably to address the issues that relate to enterprises, that is, measurement of usage b
enterprises, access to finance by woroamed enterprises and agricultural SMEs, and the role of informal
businesses.

Impact indicators to evaluate financial inclusion policies are also missing. Impact evaluation is gaining more
attention recentlyas such assessments would be of great value in sharpening national efforts for financial
inclusion and designing countigvel targets. Needless to say, measyrihe impact dimension is very
challenging because it requirsslating the effect of financial inclusion policies on wadlingof individuals and

firms. Ideally, policies and programs may be designed to have the impact assessment dimension aal an integr
part, taking into account the specific data needs of this process.

Measures to improve supply-side data

Updates for the IMF FAS

The IMF would benefit from a clear mandate to continue and expand its efforts in collecting supply-side

data on financial access. The IMF FAS is the only global suppside data source that produces internationally
comparable data on basic indicators of financial access and usage; however some improvements to the survey ar
necessary to provide @mprehensivestate of finan@al access globallyNamely, it is essential to increase data
availability in the IMF FAS, as well as to expand the scope of the survey to some extent. Yet, the mandate of the
IMF in collecting more detailed data on financial access is not explicit, anéhthirn has implications in terms

of resource allocation.

The IMF is well positioned to be one of the data leaders in the financial inclusion space due to the following
reasons: (i) linking financial inclusion to financial stability can be facilitatethk fact that the IMF is a global

expert on financial stability issues; (ii) the IMF is a standard setter in monetary statistics and financial soundness
indicators, and therefore it is important and fitting that the IMF is engaged in this data coléftdionThe
involvement of the IMF should be limited to collecting the core, macro data set, which could then be
complemented by other initiatives to encompass all dimensions of financial inclusion, provided that there is a
common understanding of the wmtying definitions.

* The manual is availablat http://www.imf.org/external/pubs/ft.mfs/manual/index.htm
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Four specific updates to the data set collected by the IMF FAS are identified: (i) increasing data availability,
especially as there are very few observations on usage indicators in the latest vintage leading to a partial
assessmemdf the number of banked/unbanked around the world; (ii) including the SME dimeéfasicredit and

deposit services as supplyside data on access to finance by SMEs do not exist and desidendata is limited,;

(iii) collecting data on number of accountsaddition to number of account holders for all types of financial
institutions as well as for all types of financial services, as most countries would have aggregated data on the
number of accounts but not on the number of account holders; (iv) disagugyesyatess and usage statistics for
cooperatives/credit unions and MFlIs, as these are the institutions that by and large serve the poor.

Improve measurement: active vs. dormant accounts

Establishing and standardizing definitions of active vs. dormant accounts would yield more accurate
measurement of usage by enabling financial institutions around the world to use similar methods to categorize
accounts as dormant. Because there is currently no such standardization, some countries might end up showing
artificially high levels of usage of financial services based on stgiy data when in fact there are many
dormant accounts. This would also improve the comparability of data across countries.

Improve measurement: financial identity

Financial identity can help supply-side data collection by serving as a unique identifier for counting the

number of users of formal financial services. The primary functions of establishing financial identity are
enabling access to financial services, and screening and monfinengial activities. Yet, another important use

of financial identity is that it enables aggregating the number of users of financial services across different
financial institutions and products at the country level. In the absence of such a unidjfieridaurpply-side data
collection is prone to multiple counting, as households or enterprises with accounts in more than one bank would
be counted more than once, leading to an-egéimation in the number of people with access.

Measures to improve demand-side data

Ensure open data access

Ensuring open data access would lead to further knowledge creation and an improved understanding of
problems and challenges, and as a result, better solutions and policies. However, he majority of the existing
financial inclusiondata initiatives on the demand sidboth at country level and on a global séakre publicly
unavailableat leastpartially if not fully. The benefits of pen data accessclude ircreasd awareness and
transparency by encouraging ug&y doing sq it could accelerate the drive for improved data availability and
quality.

Improve measurement: comparability across countries and over time

Harmonization of methodologies and standardization of definitions and indicator computation to a certain

extent in demand-side surveys could bring about comparability of statistics across countries and over time.

An increasing number of countries are implementing household and firm surveys tailored to-specifig
needs, but these efforts do not necessaribglypce comparable countlgvel aggregated indicators. Recognizing
the importance of countrgpecific needs, these surveys should still allow for some level of comparability across
countries and over time to enable monitoring and understanding the pedermiaa country and to evaluate
policies.

Improve data availability: coordinate survey efforts

Survey efforts within a country by different agencies should be coordinated to improve data availability

and to lower costs. Demandside data is costly to colie and therefore household or firm surveys to monitor
progress in a specific field are not implemented frequently, impeding data availability. Nonetheless, it is common
to have different demarside surveys that serve different purpd@sesch as access &wlucation or household
budget survey® implemented simultaneously in many countries. Coordinated efforts in designing and

17



FINANCIAL INCLUSION DATA — ASSESSING THE LANDSCAPE AND COUNTRY-LEVEL TARGET APPROACHES

implementing these surveys could increase the frequency of desitindata, at least for hidével indicators,
and improve efficiencyhrough lowering costs.

Recommendations by other GPFI Sub-Groups to improve the data landscape

Build a database on women-owned enterprises>

A platform to collect cross-country data on SME finance, disaggregated by gender, should be established.

To enablea consistent database, the definition of a wom&ned business should be clarified and standardized.
This new database should facilitate the monitoring of drivers of gexpeeific differences in enterprise growth
and access to finance.

Specific data gaps identified include (i) lack of individual level data on entry decisions together with
information on relevant factors that influence such decisi@istack of information on gender of owners in
business registration form§iji) lack of gendetbasedd at a on ownership and <ontr
making power; and (iv) lack ofgendera s ed i nf or mati on on | endersod portf

The report identifies three specific points for improvement:

1 Genderdisaggregated data on access to finance should leetedl at the national level, in collaboration
with financial authorities, commercial banks, and other financial institutions by differentiating among the
types of financial services.

1 Enabling computerization and tine registration of businesses, withformation on the gender of the
business owners, would create higher quality data and more efficient data collection platforms.

1 Gender disaggregated questions on access to finance and ownership 6f rasisetsthan household
access and ownersiipshould fe included in demanside surveys conducted by national authorities,
such as national surveys on labor force participation.

Build consistent and reliable data sources for access to finance by agricultural SMEs®

The work stream on access to finance by agricultural SMEs of the GPFI SME Finance Sub-Group
identified a large gap in data as one item that impedes growth in agricultural finance. For example, data on
agricultural markets in geneéakuch as production and prices, weadhare not collected regularlfevaluating

loans, defining and quantifying financing risks, and developing risk management tools all depend on reliable data
with regular frequency. In addition to market data, data on loans are not collected, which makes the estimation of
financing gapsnfeasible.

Three specific recommendations emerged from this work stream:

1 Governments should invest in the regular collection and dissemination of reliable data related to
agricultural finance, as well as agricultural production, supply chains, andtrpedikeg information.

1 Banks and other financial institutions should report data on their agricultural lending, such as the amount,
tenor, loan purpose, and repayment performance, to inform policy and to contribute to the diagnostics and
strategic reviewsf agricultural finance at country level.

1 Public sector should be the key actor in constructing the database on agricultural finance to reduce
problems of imperfect and asymmetric information that may hinder the efficient allocation of resources
toward am within the agricultural sector. This is especially important for constructing celewtl
aggregated indicators for agricultural finance.

®Source: AiStrengt heni ng -Owoed SMEs intDeveldpinghCountijes @ roe p BWCofardthab y

GPFI SME Financ&ub-Group(October2011).

® Source fiScaling Up Access to Finance for Agricultural SMEBo | i cy Revi ew and Recommendat
for the GPFI SME Financ&ub-Group(October2011).
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IMPLEMENTING A COMMON DATA FRAMEWORK
FOR MEASURING FINANCIAL INCLUSION

3.

As outlined in the previous chapters, while there is consensus on the importance of collecting financial
inclusion data, no standard exists for what to measure or how to measure it across countries. In response to

this identified gap,ite AFIFinancial Inclusion Data Working Group (FIDWGdrmulated a basic framework for
measuring financial inclusion and a core set of financial inclusion indicators (the Core Set)r@l8eCs a list

of five indicators that are consistent across countries yet sufficiently flexible to meet espetifc needs. The
GPFISubGroupon Data and Measuremehas recognized the potential of this Core Set as a central component
in its strategy to measure global progress targkt countrydriven targets as a part of its activities to define the

components anddy performance indicato(&PIs) for financial inclusion®

3.1 TheAFI“ Cor e S

The AFI Core Set is a tool for
guiding quantitative data collection
and measurement in an effort to
make it more accessible. The tool is

intended to ultimately help
policymeers develop appropriate
financial inclusion policies and

monitor progress over time. The Cot
Set also helps pave the way for grea
consistency and comparability acro:
countries along with other tools bein
developed by the AFI FIDWG whict
will include a catalogue of financial
inclusion indicators and a framewor
for measuring the quality dimension ¢
financial inclusion(see Box 2 on the
details of the development process f
the Core Set)

In developing the Core Set the
FIDWG developed a framework for
defining and measuring financial
inclusion which begins by defining
three broad dimensions of financial
inclusion: access, usage and quality.
Access refers to the ability to us
available financial services an
products from formal institutions.
Undersanding levels of access ma
require identifying and analyzing
potential barriers to opening and usir
a bank account, such as cost

Box 2: The Development of the AFI Core Set

The FIDWG accepted a broad framework for defining and
measuring financial inclusion that consists of three
dimensions: access, usage and quality. Broadly, access and usage
are the dimensions that address the basic concept of financial
inclusion, while the quality dimension delves deeper into the nature
and characteristics of the access and/or usage, and as such is a more
complex dimension to measure. As a starting point, the FIDWG
decided to create a concise set of indicators of access and usage that
most countries could collect and would find useful in their financial
inclusion policymaking processes.

A subgroup of four members of the FIDWG was tasked with
developing this Core Set of Financial Inclusion Indicators. Each
member shortlisted an initial set of access and usage indicators to
be included in the Core Set. The subgroup then reconvened to find
common ground and consolidate the initial lists into a concise set.
Efforts were made to align the Core Set with existing international
financial inclusion data initiatives. The initial list was presented to
the FIDWG at its third Working Group meeting in Lima, Peru, in
March 2011. There, the entire Working Group arrived at a
consensus on the Core Set of Indicators (as presented in this
document) that would be piloted by AFI member institutions
between March and September 2011.

Within the work plan of FIDWG, the Core Set is positioned as a
“first step”’
comprehensive financial inclusion measurement toolkit to be
developed by this working group. In addition to the Core Set, as next
steps, the group plans to develop guidelines on financial inclusion
measurement, including a more robust catalogue of indicators
covering the access and usage dimensions of financial inclusion, as
well as a framework for measuring the quality dimension of
financial inclusion.

s eltt is maft of ianlatgers moére r

" The AFI FIDWG was formed in resnse to the requests by AFlI members at the AFI Global Policy Forum in 2009 for a
platform to further explore the topic of financi al i ncl
expertise within the AFI network in data methodaésgand approaches aimed at creating evideased policy.

8 This chapter was contributed by AFI in September 2011.
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physical proximity of bank service points (branches, ATMs, etc). Data on access can usually be obtained through
information provided by financial institutions. Usage, on the other hand, refers to the performance and depth or
extent of financial services and product use. In other words, determining usage requires gathering details about
the takeup or popularity, regularity,réquency, and duration of use over time. Quality refers to the quality and
appropriateness of the financial services, including topics in consumer protection and financial literacy.

The Core Set specifically addresses the accessand usageof financial services (see Box3 for the list of the

Core Set indicators)Although there are many possible componentscokss andisage, the access indicators
defined in the Core Set measure the possibility of using financial services by way of physical outreactsof acce
points and the usage indicators measure the use of deposit accounts and credit accounts through regulatec
institutions.Quality, while important, is not measured in the Core Set because it is the most difficult dimension to
measure and does not addri#sancial inclusion at the most basic level as do the other two dimensions

Scope and Limitations of the AFI Core Set

The Core Set includes measures of the basic and fundamental aspects of financial inclusion that are

relevant for financial sector decision makers addressing issues of financial inclusion. The Core Set offers
measurement which is as standardized as possible while remaining relevant to individual countries. The Core Set
focuses on national level data that is relatively easy to collect (rgswidle collection).

In summary, within the current data landscape the Core Set offers the following value proposition:

1. Developed by policymakers, for use by
olicymakers, the Core Set reflects
Bo Yre Cmakerso col |  Box3:TheAFICore Set
data, ensuring thetility and availability of Access Indicators
the data and thus increasing the likeliho
of uptake. The Core Setprovides a
foundation for country-led, national
level financial inclusion data gathering.
With a focus on the most basispects of 2.1 Percentage of administrative units with at least one
financial inclusio® accessand usagé CEEER Sl
the CoreSetis not a completeatalogue of 2.2 Percentage of total population living in
indicatorsby itself. Rather, it provides & administrative units with at least one access point
meaningful starting point within the reac
of most policymakers which car
eventually be integrated into a largemd 3.1 Percentage of adults with at least one type of
more  comprehensive  measureme regulated deposit account
initiative. 3.2 Percentage of adults with at least one type of

regulated credit account

1. Number of access points per 10,000 adults at a
national level and segmented by type and by
relevant administrative units

Usage Indicators

2. Supports domestic policymaking. The
Core Set provides a refined set o
indicators designed specifically to addre
basic financial inclusion policy question
grc:;n ,t)hoéh Szgrsan?)lfe gezgrvg::rv?ég!de; 3.a Number of deposit accounts per 10,000 adults
example the Core 8t defines indicators  3.b Number of loan accounts per 10,000 adults
that address the functionality of acce
points andbuilds a level ofdisaggregaon
by physical administrative units (such as municipalities)

The following indicators are identified as proxies where
data for the two indicators above are unavailable:

® Access point is defined as a regulated access point wherincasth castout transactions can be performed.
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3. Easy to collect and has built-in flexibility for country-specific contexts. Additionally, while in many
countries the indicators in the Core Set already exisbxy indicators are identified where data
availability might be an issue

4. Sufficiently standardized to allow for crosscountry comparison® a certain extent.

The Core Set is a limited list of indicators (consisting of only five indicators with two alternative proxy
indicators). As a trade off to its brevity and ease of use, the Core Set does not measure the quality of the
services, it does not explore the details of the access ge,usait does not delve into access to finance by
enterprises.

To fully cover all dimensions of financial inclusion, including quality and access to finance by enterprises,

and to meet other country-specific needs, it is important to note that countries are encouraged to go beyond

the Core Set and collect additional indicators. For example, countries may collect data on specific types of
access points or types of financial services (remittances, payments, insurance, etc.), as well as expand this
frameworkto include SME and agribusinessd examina@isaggregatethdicatorsby gender or level of poverty.
Countries maydetermine the level of disaggregation, breadth, and depth of measurement, depending on their
needs and priorities.

The AFI Core Set and Other Data Initiatives

As identified in the stocktaking exercise many data initiatives exist. The Core Set is unique in the global data
landscape because of its balance of standardization and flexibility, its focus on policymaking for financial
inclusion, andts broad support from financial sector policymakers.

Most importantly, the Core Set is not a data collection or compilation effort by itself; it is a framework to

provide guidance for country-level data collection efforts. As such, the Core Set is difmt from cross

country datacollection efforts The Core Set is 8st of indicators designed byolicymakers to be flexible for
countryspecific policy needg-or example, the indicators of access specify the actual functions performed by an
access pointhat make an access point significant for financial inclusion, i.e.-inaghd cashout can be
performed. The access indicators additionally go one step further to specify the physical distribution of the access
points throughout the country, which caadl to significant implications for policymaking.

Country-led data initiatives of both supply-side data and demand-side data may be targeted to the country-

specific context. The Core Set, on the other hand, distinguishes itself from other efforts ihithatitiative was
developed collaboratively by policymakers representing a diverse group of countries facing issues of financial
inclusion. Unlike the countrgpecific initiatives, the Core Set will allow for a certain amount of benchmarking
and compariso among countries.

3.2 Pilot Testing the AFI Core Set

A pilot testing phase of collecting data for the Core Set began in March 2011 when it was first agreed upon

by the FIDWG. FIDWG members and a number of other AFI menibstitutions have pledged to conepe the

Core Set for their country dgll 2011. The output of this exercise will be an initial dataset, and more importantly,
findings and feedback from countries and other stakeholders that will help improve the design of the Core Set.
The Core Set isat yet finalized and will evolve during the coming year within the key characteristics of the Core
Set outlined previously (such as ease of collection, standardization, financial inclusiorspetidic, etc.)

Feedback on the Core Set already received includes a proposal from the GPFI Data and Measurement
Sub-Group to expand the Core Set to include: cellular phone coverage, adults with at least one type of
regulated insurance product, adults with a regulated savings or investment account, % of SMEleagtioae
type of regulated deposit account, % of SMEs with at least one type of regulated credit ccount.

The current list ofnstitutionsthatarein the process ggiloting the Core Seihclude:

19 See GPFI Data and MeasmentSubGroupProposed Financial Inclusion Indicators (9 May 2011
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Bank Negara Malaysia
Banque Republique du Burundi
Cental Bank of Kenya
Bangko Sentral ng Pilipinas
CNBV Mexico

South Africa Treasury

SBS Peru

SIB Guatemala

. Bank of Thailand

10. Bank of Zambia

11. Banco Central do Brasil

12. Bank of Uganda (thc

CoNoor®WNE

3.3 Key Implications and Recommendations for the GPFI
The development and uséthe Core Set has certain implicatsdar measurement initiatives around the world.

For international data initiatives, the successful application of the Core Setd which currently is in the
piloting phased could demonstrate that international indicators can possibly be refined to more specifically
reflect a better understanding the domestic conditions of financial imejusther than aiming at justoss
country comparison.

For country-specific initiatives, the wide-spread adoption of the Core Set could help guide countries just
beginning to measure domestic financial inclusion. In addition, the adoption of the Core Seesents an
opportunity for all countries to realign their indicators to be consistent with the Corne Sstilitate better
understading of their domestic conditions in relation to the domestic conditions of their peers.

The Core Set could play a critical role in the work of the GPFI. First, the Core Set contributes to filling a

gap that exists in the data landscape. As laid out inChapters 1 and 2 of this reppthere is sli a need to
characterize a compleset of financial inclusion indicators. The Core &aild be used as the basic measurement

of financial inclusion across countries, as the Core Set largely fulfills thereewuits of this ideal data set by
being sufficiently standardized to ensure transparency, consistency, and comparability, and yet sufficiently
flexible to meet countrgpecific needs.

Secondly, the Sub-Group on Data and Measurement has set out to define a broad framework for
measurement. The Core Set fits into the measurement framework and contributesibygéfasic indicators for
the access andsage dimensions of financial inclusion.

Thirdly, the Core Set could serve as a tool for measuring progress of the state of global financial inclusion
over time and to monitor the i mpeathendicatrs in thedoreSdarel 6 s W
good candidates faheset ofKPIs of financial inclusion.

Finally, the Core Set could also be incorporated into the financial inclusion target setting exercise as a part

of the set of monitoring indicators. The potential role of the indicators in the Core Set for tesg#ing purposes

is to support the diagnosis of the initial state by assessing tHefdirgancial inclusion, and to act as a means to
set highlevel targets for countries with low levels of financial deepening.
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4. EXPLORING BOTTOM-UP TARGET APPROACHES

Any goal-setting for a multi-dimensional challenge such as financial inclusion requires a well-planned

series of technical due diligence, consensus development and political outreach efforts. The GPFISulb-Group

on Data and Measuremedetermined that it will first focus on advancing the global dialogue to consolidate and
harmonizedata gathering activitiesto developa common understanding on the measurement framework and
methodology ando determinghe key top line indicators to track at the country and global level, supporting the
development of new indicators, and supporting couetrs 6 nat i onal data coll'cti ol
All these activities could potentially leaflameworks that can help countries determteehnically sound
countrylevel goals.

During the first year of the GPFI Data and Measurement Sub-Group& formation, the working group
focused on kick-starting the analytical thinking process on financial inclusion target-setting. This section of
the report povides highlights from th&-week exercise which was focused iaitial technical and analytical
inputs for the targetsetting process, recognizing that this process involves a-pmased series of analytics,
engagements and ultimately, outreach at the colewet’? The highlights are followed by implications and
suggested key next steps for the GAFis section presentsitial analytics that are under discussion within the
Data and Measureme8tub-Groupand that are expected to thefined at a future stage

4.1 Global Target-Setting Precedents (MDGs, G-8 5x5)

For any potential future discussions that seek to canvass the global landscape in terms of existing global

target setting efforts, there are two key examples that illustrate the way global goals are expressed: the
Millennium Development Goals and the G8 5x5 target. Global credible targets, ammpanied by multyear

global commitments and structured programs, in the international development arena degidiewo the
announcement of Millennium Development Goals (MDGs), the history of global and regionaistties did

not yield longterm dobal programs. For example, the UN Development Decades of the 1960s, 1970s and 1980s
started charting target objectives and success indi
generating the desired results, and there weremdde e d and moni torable Trajectol

The MDGs represent the most globally recognized, referenced and followed targets and goals in the
international development arena. In 2000, 189 nations made a pledge to eradicate extreme poverfyeand
people from multiple deprivations. These promises shaped theMBs to be achieved by 2015The eight
MDGs break into 21 quantifiable targets that are measured by 60 indi&itars.theiradoption, the MDGs have
been a major driving force andwacacy tool to increase and track development efforts in poor countries and have
galvanized unprecedented attention to the multplelopmentimensions

The MDG approach includes a cascading framework that sets high-level goals, its respective time-bound

target(s), followed by indicators to measure and track progress (see Figure Tor an example of MDG Goal

No. 2) In addition, the MDG target et t i ng approach differentiates bety
and final i ndi chaitnoprasc t(of)o dftocro meeadc ha ngdo a |

" GPFISubGroupon Data and Measurement Workplan, August 2011

12 The Financial Inclusion Initial Targ&etting Assessment was conducted from April to June 2011, driven by IFC with
technical support from McKinsey & Company

13 Roberts (2005).

“United Nations Development Program (UNDP), available at: http://www.undp.org/mdg/basicsErereightvDG goals

are: eradicate extreme poverty and hunger; achieve universal primary educationiepgender equality and empower
women; reduce child mortality rates; improve maternal health; combat HIV/AIDS, malaria, and other diseases; ensure
environmental sustainability; develop a global partnership for development.

15 For a detailed discussiomadndicators and evaluations to track poverty reduction strategies®ss®ushiRubio, and
Subbarao (2002).
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Despite the unquestionable energy and motivation the MDGs have stimulated, they are not immune to

criticism. While MDGs are praised as a global catalyst for international awareness, better development progress
tracking and focusig aid dollars towards the goals, many raise questions around the technical nature of the goals
and their feasibility or attainability. Schotahave noted thdtt he pr ocesses wused to det ¢
conferencesd® concrleudmonrge dpeoclliatriactailontshawme sci enti fico
extrapolations of past achievements made by agency secretariats; they were not based on aivy-countiry
assessment Oifadditienatseirdsultd ds trackied the MDG framework demonstratbat progress

has been uneven, with China and India making significant progress while most countriesSimh&tdn Africa

are behind most MDGs, and some scholars note that this continuous negative categorizatioSalfaBarb

Africa is a misrepresentation of the actual successes that are bein§ made.

Figure 7 — The MDG Target-Setting Approach

GOAL (MDG2)

Achieve universal primary education
TARGET

Ensure that, by 2015, children everywhere, boys and girls alike, will

be able to complete a full course of primary schooling

~
INDICATORS

*Net enrolmentratio in primary education
* Proportion of pupils starting grade 1 who reach last grade of primary

«Literacyrate of 15-24 year-olds, women and men

Source: Information based on undp.org.

Another example of a global-target setting initiative is the 5x5 remittance target, adopted at the G-8
L6Aqui | a Su mPRecagnizingtheZmpbr@&nce of migrant remittances for the global development
agenda, the @ announced the formation in February 2009 of a Global Remittances Working Group (GRWG) to
facilitate the flow of remittances wallvide. In 2009, the efforts of the working group were successful in securing
the commitment of the G8 Heads of State to reducing the global average cost of transferring remittances by five
percentage points ifive years' If the cost of sending remittar&eould be reduced by 5 percentage points
relative to the value sent, remittance recipients in emerging markets would receive up to $16 billion dollars more
each year than they do now. This added income could then provide remittance recipients wittsposebidi

income resulting in higher rates of consumption, savings, and investment within local economies and higher
levels of economic growth’

The 5x5 target signals a strong commitment towards supporting more affordable and efficient remittance

flows and has energized relevant collaboration and partnerships among governments, operators and

interested stakeholders. The A5x50 is open to the participation o
stakeholders that are engaged and motivit@the 55 remittance target, which was embedded in a political
process, was set with a highly aspirational goal in migsek (Figure 8or more details on the process
Interestingly, the target was not linked to the key headline indicator (such as for exampgetaaesmittance

18 Roberts(2005); Easterly (2009%arau,P. (2009).

" Easterly(2009.

%G8 Leaders Declaration: fARespo & AduilaBummie Juy2oos hi p for a S
¥ World Bank Payment Systems Development Gr(2(10).Part of this @ragraphis extractedverbatimfrom page 460 of
Stein,Randhawa, and Bilandzic (2010).

20 Ministero Degli Affari Esteri and the World Bank (2009).
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services provider) but focused on one area that needed most progress and had the potential for most impact
namely improving the affordability of remittances, and thereby helping increasing access and efficiency.

Figure 8 — The G8 5x5 Target-Setting Approach

Objective and Target-Setting Approach

Goal and Metric

Progress and Reflections

* Objectives were to:

- Provide aspirational goal for remittance
price levels
- Focus G-8 commitment to reduce
remittance prices
= Approach:

- 2years of available data to date from the

Remittance Prices Database indicated 0.1 -

0.3% price decreases per year

- There was reason to believe that G-8
countries implementing reforms based on
the WB General Principles could result in
significant price decreases, especially
since G-8 countries represent a high
proportion of remittance sender countries

- Strong support from the G-8: 2007 G-8

* Goalis to reduce
global average costs
of transferring
remittances from 10%
to 5% in 5 years
(starting from 2009)

= Key metric is
remittance prices,
collected by World
Bank Remittance
Prices Database

The 5x5 goal is highly
aspirational

Progress to date:

The G-8 average
cost of sending
remittances
decreased from
10.26% in 2008 to
8.36% in 2011

Several countries,
including Japan,
Italy, and India
have made
regulatory reforms
in line with the
World Bank

Conference in Berlin recommended the
creation of the Global Remittance Working
Group, and the G-8 endorsed the 5x5
target at the L’Aquila Summit in 2009

General Principles

Source:Cirasino and Ratha (2009Forazza(2009, IFC and McKinsey & Cmpany(2011).

4.2
Level

Initial Approaches to Financial Inclusion Target Setting at the Country

The initial-target setting exercise, driven by a country-level, bottom-up approach was conducted to begin

the analytical thinking process that would help countries prioritize and define financial inclusion goals. The

analytics presented in this section represent initial outputs that are not yet finalized and are under

discussion within the members of the GPFI Data and Measurement Sub-Group. The main sounding board

for the exercise consisted of a cor e -VieBkximtialnargest Gr oL
setting exercisé The Experts were selected fitreir depth and diversity of experience in analyzing financial
inclusion data, with some Experts specializing more in-fewel data, some in countigvel statistical capacity

and, some in overall financial inclusion data and research.

One of the first analytical principles determined throughout the initial target setting effort was high-level
target-setting aspirations. Aspirations were driven towards designing targets thegntivize countrylevel
ownership and that incorporate the full mualimensiamal holistic view of financial inclusionsée Box % The
GPFI Data and Measureme®tubGroupis committed to advancing a process that is driven at the celently
and designed to ensure country ownership andirbury order to ultimately lay the foundah for more credible
and accessible targets.

2L Consulted Experts consisted of (in alphabetical ord&terto ChaiaPrincipal, McKinsey & Co, Mexico)

B.R.H.S. Rajcoonma(Division Chiefi Financial Institutions Division, Statistics Department, IMFake Kendall Program
Officer, Bill & Melinda Gates Foundationlara Gidvani (Al); Leora Klapper l(ead Economist,Finance and Private
Sector DevelopmenResearch Group, Wial Bank} Raul Herndndet Coss Director General for Access to Finance at the
Comisién Nacional Bancaria y de Valores (CNBV, National Banking and Securities Commission of Mexico), Policy
Champion at AFland CoeChair for the GPFData and MeasuremeBub-Group); Thorsten BeckProfessor of Economics

and Chairman of European Banking Center, Tilburg Universiyinan Ehrbeck Chief Executive Officer of CGAR)
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Box 4: Target-Setting Aspirations at a High-
Level

When embarking upon a target-setting effort,
there are a variety of analytical avenues one
can take. For the initial targesetting exercise, a
spectrum of target setting options was asses:
from a fully cantry-specific approach to

9 Country ownership and commitment
1 Encompass the definition of full financial inclusion

countryagnostic topdown modeling (see Figure T4 '.A‘ EA EI OI. A.AA' Ol O .E R Y
. points affects what is realistic and aspirational for
9). The fully countrydesigned approach woul et s
b e_$ t take lnto accour 9 Be determined through data-driven and evidence- ting
positiors and develop targets lexd on each based methodology

countryos s Wwoul@ tbe gliynited
assurance that targets would be set in
standardized datdriven and robust wayThis
approach would then almost fully depart from
what is traditionadtltyi ctqd | ®@rdd fiwyd wlbda |l bd amagree appl i ca
capacity lilding or technical assistance efforts with each country, where the country woulddt#its targets.

Unless there is a guiding framework or template applicable for each country, there would be a great variability in
the way targets are determined, egsed and tracked with this fully counsigecific approach. At the other end

of the spectrum, the tegpown modeling approach is most efficient and simplest to communicate globally, but if
developed without complementary bottam feasibility assessmentis|acks the credible country perspective and
country ownership.

1 Be easily communicable to countries so that they can
realistically implement the target setting process

Figure 9 — Target-Setting Spectrum of Approaches

Country-specific

Developed spproachduring the Initizl Target
Setting Exercise [May—June 2011}

Country-agnostic

will be setin a standardized data-

driven waythat encompasses all
the dimensions of financial
inclusion

Questions the role of a global
progress-tracking [ vision-
galvanizing body as the approach
is more focused on technical
assistance programs to be
customized for each country)

Approach Fully country-designed Archetypes Generalized “natural™ progression path Top-down modeling
Description Allow each country to decide ‘Organize countries into archetypes Basedonassumption that there is a Model global and regional-
their own unigue target based on their starting point generalizable path for usage of financial level targets based on
setting approach, most likely (diagnostic) and enabling environment services (e.g. exhibiting a progression from currently available
linked to the country's Define different target setting small beginnings that accelerates and standardized data,
financial inclusion strategy pricrities depending on a country’s approaches a climax over time, in the shape of extrapolated at the regional
archetype an “5-curve”) level
Starting point needs to be based on available =  Resuits availoble upon
historical data reguest
Strengths Fully takes into account Encom passes multi-dimensional Prowvides strong factbase for feasibility of Methodologically easierto
countries’ starting points and definition of financial inclusion targets (e.g., path of countries that have been understand
ambition levels Fully takes into account countries’ inthe same starting position in the past) Provides back of the envelope
Ensures country commitment starting points and how that affects Easily communicable to countries and to the sense of the global aggregate
totargets financial inclusion targets global policy world, assuming the same target
Country-specific, yet conducive to progression path truly applies to countries at »  Canbe wsed as a “sanity test”
developing broader goals / visions / all levels of development fora bottom-up target setting
targets approach
Limitations Limited assurance that targets Will likely be longer process to arrive Data limitation reguires this analysis to be Limited understanding of

at global numerical target (as the
critical mass of countries must
individually go through this process),
but the extrapolation is possible and
wiould be based on a bottom-up
approachand country feasibility
@ssessment

Country archetypes may be
misinterpreted as rankings or tiers,
rather than a diagnostic tool to
pricritize targets

aspiration and feasibility
(e.g., does not take into
account inputs in enabling
environment)

While some steps are
informed by country-level
data, does not immediately
provide country-by-country
understanding of targets

conducted only for usage metrics, leading to
not enough emphasis on other dimensions
of financial inclusion

Likely too deterministic regarding country
trajectories; allows little flexibility for
country ambition and unigue situations

Potential lack of country buy-
in

Source:IFC and McKinsey & Compan{2011)
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The archetypes approach

The archetypes approach was chosen to be explored in most detail as it contains the promise of being
country-specific enough with a potential for developing guiding frameworks and globally-relevant
aggregate analytics. The archetypes approach differentiates countries based on their starting points, i.e. current
levels of firancial inclusion development. Therefore, this approach seeks to balance the need for country
specificity with an appropriate amount of simplification by organizing countries into four archetypes based on
their starting point on the financial inclusion joay. The archetypes approach represents an initial sketch of a
toolkit that will be refined at later stages.

The analytical centerpiece of the archetypes target-setting approach is a target-guiding framework which is
based on the notion that financial inclusion is a multi-step journey with tailored implications for access to
finance at the individual and enterprise level. The guiding framework is demonstrated in Figureb&w and
contains four sequential groups of countries.

Figure 10 — Target-Setting Archetypes Guiding Framework

Conceptual phasing of the path to full financial inclusion Group 4: Progressive
Level of 1 countries
finandial
inclusion Group 3: Bread_th-
focused countries
Group 2: Entry point- * Strong public-sector
focused countries enablers or macroeconomic
* Strong public-sector descriptors

enablers or macroeconomic * Entryinto formal financial

Group 1: Foundation
builders

descriptors system: high
= Strong public sector * Entryinto formal financial " Access to and use of
anablers or macroeconomic system: high multiplelﬁnanci.al products
Description = Public-sector enablers: low descriptors ) Acclelssltoﬁand U.ST of d and services: high
" Macroeconomic descriptors: * Entryinto formal financial multip & nelmma products
lows system: low and services: low

® Entry into formal financial
system: low

* Ascountries progress on the journey to full financial inclusion, their targets should evolve accordingly

* Countries may be at different steps of the journey for individuals and for enterprises

* 100% access and usage is not a driving goal that should apply to all financial products

* Most developing countries arein Groups 1, 2, or 3, although we suggest that Group 3 countries set targets to reach Group 4

* These phases are based on expert interviews, country groupings in existing literature, as well as our own observations that countries evalve
through phases of financial inclusion. For example, Mexico has rapidly expanded the number of households in the formal financial system over
the last 5 years and now there is an increasing focus on access and usage of multiple products and services

Source:lFC and McKinsey & Company (2011).

Countries at different stages of the financial inclusion journey will likely focus on different goals, hence
there is an evolution of the suggested focus targets across the four archetypes:

A Group 1: AFoundat i onThebeucountdes rcwrently dave tow iewels .of financial
inclusion and few foundational conditions in place to enable rapid progress on financial inclusion. The
suggested focus targets related to buildingaedation of public sectedriven enablers.

A Group 2: AEmtcuy e g 0i rteesencountiies surrently have a core set of financial
inclusion foundations in place but still have relatively high levels of individuals and households who have
not made an entry into the formal financial system, or firms that have access to credit. The suggested focus
targets relate to rapidly accelerating entry into the formal financial system

A Gr oup 3: -fiioBcruesaeddtoh These aounirids bave a signifitaet of foundations in place, and
have made substantial progress on providing entries into the formal financial system for firms and
individuals. The suggested focus is on driving access and usage of broader suite of financial products and

27



FINANCIAL INCLUSION DATA — ASSESSING THE LANDSCAPE AND COUNTRY-LEVEL TARGET APPROACHES

services in ader to ensure individuals / households, and enterprises have access to the full range of products
they need

A Group 4: APr ogr eThesa cowntdies cuorantty thave leigh levels of access and usage of
broad kinds of financial products and sergicd he suggested focus is on balanced growth of all dimensions
of financial inclusion, including improving levels of quality, barriers to access (e.g., affordability, ease of
opening an account), and financial literacy

In addition, ie nt r y imptotheriti manci al s y s t inplies @iffedtent Atdttes frairdlivitiuals
and enterprises:

A For individuals, having access tany kind of financial produdrom a formal financial institution would be
sufficient to consider that individual to have entereel fihancial system. Most likely individuals would
start with checking / deposit accounts, and will expand the breadth to other products and services such as
insurance, payments, and credit.

A For enterprises, having access to credit is a critical requiesitntoconsider the firm as part of the formal
financial system. This is because wileer 0 percent of SME# developing countriebavea banking
account, only around 180% has a formal credit lifé As a firm matures, the breadth of financial segsic
and products would mean access to various kinds of d¢retlivrt term, fixed capitand so on, along with
other types of financial services and products.

As countries progress on their financial inclusion journeys, it is important to recognize that their focus

targets will evolve accordingly. In this way, the archetypes target setting approach allows for meaningful
recognition of countrieso6 differing starting point
financial inclusion targetdt is also important to note that this framework is one initial tool (to be complemented
with additional el ements theastettwi hhg foomkiat catmpt é@Bb
individual countries to use as one input to their measurem et target setting processes, recognizing that
individual countries will customize the approach and targets to best fit their unique needs.

The framework currently references key data determinants that are categorized as: output metrics (entry,

access and usage), input metrics (public-sector enablers) and standard country macroeconomic descriptors.

These metrics were selected through a literatesearch and consultative process with Experts and are based on
currently available crossountry comparablend trend data. The Experts were intervieveed the team
conducted literature review to prioritize metrics. Exercise also involved areliminary correlation analyses to

test the independence of proposed metrics to ensure that the selected neatiotseatundant. The resylelded

alist of suggested key metrics that includes:

A Output metrics that describe the multiple desired dimensions of financial inclusion. Given that some metrics
are more feasible for countries to collect in the near teom, § o r data collection p
generationodo metrics on access and usage were defi
access (e.g., ease of opening an account, affordability), quality, and financial literacy

A Input metrics that describe policy & regulations, infrastructure, and other public sector initiatives that enable
financial inclusion

It is important to emphasize that the selected metrics that informed the exercise represent only a start at

defining the key data-determinants of the recommended multi-phased financial inclusion framework. The

main purpose of the metrics was to inform the exercise and test the utility of currently available data, in

order to provide helpful pointers to countries at a later stage. As nded above, the next generation set of
metrics, including indicators covering the quality of financial services and products, is at the early stage of
thinking and development. In addition, the currently selected input metrics are based on currentli aledab

and should be expanded with additional relevant enabling environment indicators (especially the ones that can

#2|FC-McKinsey MSME Database (2010), aStein, Goland, and Schiff (2010).

28



FINANCIAL INCLUSION DATA — ASSESSING THE LANDSCAPE AND COUNTRY-LEVEL TARGET APPROACHES

provide an indicator of the private sector role in financial inclusion) once they are available, more standardized
and conducive to crosuntry comparisons.

The recommended multi-phased framework represents one input into what can be positioned as a
packaged toolkit including additional elements that are relevant to financial inclusion strategies and data

and measurement to support those strategies. With additional understanding of country contexts and data,
individual countries will likely adjust their archetype classification to best reflect their situation and aspirations.
Annex A and B include the first steps of developing a toolkith wne element focused on a framework and
guide to country classification into an archetype group and another toolkit element focused on a framework for
the targessetting vision and prioritization.

4.3 Key Implications and Recommendations for the GPFI

Key Recommendation #1: Incorporate initial target-setting approaches and
frameworks as part of a GPFI Pilot

The results of the initial target-setting exercise can serve as the foundation for tools to be refined, finalized

and pilot tested at the country-level through a GPFI designed pilot process ahead of the Mexico 2012
Summit. The GPFI designed and conducted tasgdting pilots could span-2 countries for each archetype
(Groups 1-3). Ideally, these countries will have strong enthusiasm for financialsiocl target setting and
momentum towards improving financial inclusion to serve as role models. They will need to, with the support
from the GPFI, establish a baseline based on the analytical exercise outlined in this initial assessment, for
individuals and enterprises, and agree on the level of ambition and set targets for 2020 through warhdiowp
consultative discussiondn order to effectively plan and design the pilot, next steps for the GPFI Data and
MeasuremenBubGroupwould include: (i) defiing the process for further refining and finalizing the elements of
the framework; (ii) defining a process and criteria and approaching countries; (iii) determining a strategic and
detailed design of the pilot in order to effectively plan how the leasrfitogn the pilot would facilitate the further
refinements and potential radut of a countnylevel toolkit.

To most effectively design and implement the GPFI Pilot, it will be important for the GPFI Sub-Group on

Data and Measurement to coordinate closely with the other two Sub-Groups to merge pilot elements under

one GPFI Pilot umbrella. Pilots of the data and targe¢tting approaches and frameworks will be most impactful

and least duplicative if GPEub-Groups closely coordinate and join forces. Naméhe currently proposed SME
Finance Compact can be one platform to be leveraged and to includeldasat design elements to be pilot
tested at the same timis of the current conceptualization t he A SME Fi nance Compact
GPFI andLDCs will be proposed to support the implementation of the SME Finance Policy Framework, and its
recommendations and good practices, at country level. The SME Finance Compact would reflect the commitment
of a limited number of LDCs to lead the effort ievétloping and implementing their own national enabling policy
framework for SME Finance, and, with the support of members of the GPF) ¢ountriesnon-G-20 countries,

IFls, DFIs, private sector, foundations, research facilities, consultancies, ete)oul innovative models and
approaches to address the challenges and constraints faced by LDC in scaling up SME finance. Guiding principles
of the compact shall be: i) voluntary membership by all parties involved, ii) broad ownership by those developing
countries which choose to develop an action plan with the support of the GPFI and the SME Finance Forum, and
iii) focus on measures to i mpr ove ? Alersativelyn a potentiallg e n
AFi nanci al I ncl us i oaomoré comprehensive@ coatexufdr the uppartwoi thk @iloting of the
targetsetting frameworks / guidelines / tools, if adopted byGH0 instead of an SME Finance Compact.

BZExcerpted20f rOME fFG nance Policy Framewor k: Dr a fGroupf or C
September 2011, page 8.

29



FINANCIAL INCLUSION DATA — ASSESSING THE LANDSCAPE AND COUNTRY-LEVEL TARGET APPROACHES

Key Recommendation #2: Achieve high-level GPFI alignment on the target-setting
vision going forward

The GPFI is ideally positioned to leverage the current momentum and achieve alignment to determine the

road ahead for setting country-level goals. The GPFI, as &-20 linked body, has the appropriate global clout

to further raise therpfile of financial inclusion by announcing and committing to credible, sound and feasible
high-level targets or goal3he analysis to date by the GPFI Data and Ta8g#tingSub-Groupcan be leveraged

for further discussions and appropriate planningttier road ahead in connection with financial inclusion target
setting that is driven by a botteap approach, with clear demonstration of cowtemel ownership and drive.
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5. THE WAY FORWARD FOR THE GPFI

Key Recommendations and Suggested Next Steps for the GPFI

The findings of the stocktaking and gap analysis,
to important key recommendations for the GPFI. Figure 11 below consolidates the recommendation
highlights from the three analyticaltadties. The key recommendations from the stocktaking and gap analysis

are focused on further advancing the harmonization and standardization of financial inclusion data and
measurement, on improving the national statistical capacity to improve databdigiland quality, with a
particular attention on measuring indicators that are currently not tracked on a consistent basis. The development
of the ACore Setd provides further recommendati ons
the Core Set and its pilot process, in order to determine an expanded list of Key Performance Indicators at a later
stage. Finally, the initial analytics from the targetting exercise provide a starting point to be refined and
finalized for the purposef incorporating the frameworks as part of a GPFI country pilot.

Figure 11 — Key Recommendations for the GPFI

Data Stocktaking and
AFl “Core Set”

Initial Target Setting Exercise
Gap Analysis

= Harmonize the definitions of the - Lleverage the Core Set as a starting point of - Incorporate target-setting

concepts to ensure comparability across a financial inclusion broad measurement frameworks as part of a GPFI pilot and
countries and owver time, to devise framework, as it defines the basic indicators ensure close coordination and joint
development strategies, and to adapt or for the access and usage dimensions of action across GPFI Sub-Groups to link
design informed policies financial inclusion. all relevant country pilots under one
» Standardize  data  collection and umbrella. The target-setting module
indicator  computation to  promote - Advance the Core Set as a tool measuring could be linked to the proposed SME
transparency, consistency and efficiency of progress of the state of global financial Finance Compact or the “Financial

g statistical systems inclusion over time and to monitor the Inclusion Compact”, if adopted by the

=] » Build or improve national statistical impact of the GPFI's work in the long run, G20 instead.

[=] P p g

= capacity to improve data availability and i.e. the indicators in the Core Set are good - Align on the G20 road ahead for

= quality candidates for the set of KPIs of financial setting country-level targets and/or

< * Improve data availability and quality inclusion. announcing a set of global financial

= with a focus on missing indicators inclusion goals at the Mexico 2012
g 8

8 = Build financial identity to improve - Incorporate the Core Set into the further Summit or a near future G20 Summit.

& supply-side measurement advances [ piloting of the financial inclusion GPFI holds the potential to accelerate

= » Ensure open data access target setting exercise as a part of the set of progress by formulating goals that link

=

» Coordinate survey efforts by different monitoring indicators. The potential role of  to GPFI's universal access vision. These
agencies within a country to improve data the Core Set for target-setting purposes is to  may or may not be directly linked to FI
availability and quality, and to lower costs support the diagnosis of the initial state by headline indicators, if determined that
» Encourage the IMF to continue and  assessing the level of financial inclusion, and  more impact is likely by focusing on
expand its efforts in collecting supply-side  to act as a means to set high-level targets for targets pivotal to a specific case.
data on financial access on a global scale countries with low levels of financial

deepening.

Source: Team Analysis.
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The high-level recommendations for the GPFI include:

A GPFI to commit tdurther anchorthe GPFI vision on univea access t@nd usage of financial services
to countrylevel financial inclusion goalsgefined through a datdriven goal setting and evaluation
process

A Request the IMF to continue and strengthen its sugidly data collection effort with the suppofitioe
IFC and CGAP; and encourage countries to develop and use data sources that are relevant for informing
and monitoring policy success, leveraging other complementaphsside and demandide data

A GPFI to reiterate its commitment to further diagn@sel advance the data challenges in harmonizing
definitions, standardizing data collection, improving national statistical capacity, coordinating survey
efforts and building financial identity
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ANNEX A: “ H OSH A TOUNTRHARCHETY P E-
INITIAL DIAGNOSTIC TOOL

A) apply a series of diagnostic questions through a simplified decision-tree...

Decision points

High
What is the current
level of output o . -
metrics (access, What is the level High
usage)? of
=L *  macroeconomic What is the level 35
development? Low —» of public sector-
. 7
Proposed methodology for determining high / low driven enablers? Law m

Output metrics

The starting point of the decision tree is basedon =
the key financial inclusion outputindicators:

usage and access Determine median for usage and
access to use as a starting point cutoff

Additional data and judgment when original data

are incomplete to be applied, e.g., Kenya's M-

Pesa accounts are not captured in CGAP or IMF

data

If access and usage indicate different

designations, usage should weigh more heavily

Macroeconomic development

The overall macroeconomic descriptors of a
country matter. Yariables included in this
decision path are: low/middle- or high-
income country; world median for financial
depth (private credit-to-GDP) and controls /
checks for oil-exporting economies, offshore
banking centers, strong institutions (e.g.
data from World Governance Indicators)

Public sector-driven enablers

As of now, variables for determining the H/L level are
based on currently available enabling environment
data, including: mobile penetration , branchless
banking regulations, KYC rules, simplified current
accounts, banking disclosure practices, electronic G2P
payments, DB index components (for enterprises)

Az indicators to be considered for enabling
environment or public-sector driven enablers are at the
early stages of thinking, this area of the decision tree
can be refined once more researchis done on the
importance of “input” indicators

= Possible to have different levers and roads lead to the similar end point, e.g. two ways to reach Group 2 classification level
= Possible to envision more categories at each step of the tree, e.g. “HIGH,” “MEDIUM,"” “LOW."
=  May need to apply country-specific data and/or educated judgment to arrive at final country grouping

= Experts indicate that a decision tree can be a very useful tool for as a financial inclusion diagnostic. This proposed first cut
decision tree can be refined and adapted further, depending on the demand and needs at the country level

B) ...then position your country in a matrix-based framework, based on decision tree complemented with
own knowledge of country’s financial inclusion state

Country archetypes
A Group 4: Progressive countries

Level of
participationin
the formal . Group 3: Breadth-
financial Hypothesis is that focused countries
system (first- _ countries with a low
generation High enabling erlwfronlment E..g. Mexico for
output metrics do not achieve high individuals, Turkey for
of access levels of usage enterprises
(physical
proximity) /
usage >

Group 1: Foundation Group 2: Entry-point

builders focused countries

Low
E.g. Ethiopia E.g. Philippines
Low A High

Enabling environment (public sector-driven
enablers and macroeconomic conditions)

Source: IFC and McKinsey & Company (2011).
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ANNEX B: “ H O MAILORAND PRIORITIZE TARGETS”
—INITIAL DIAGNOSTIC TOOL

Conceptual phasing of the path to full financial inclusion

Group 4: Progressive
countries

. Primarytargets

D Secondary targets

Level of Group 3: Breadth-focused
financial countries
inclusion

Group 2: Entry point-
focused countries

Group 1: Foundation
builders

Inputs (legal & regulatory -
environment, infrastructure,
public sector initiatives)

Inputs (legal & regulatory
environment, infrastructure,
public sector initiatives)

Primary and
secondary
targets

Inputs (legal & regulatory =
infrastructure,

Inputs (legal & regulatory -
environment, infrastructure,
public sector initiatives)

environmen
public sector initiatives)

= Entryinto the formal financial the formal financial = Entryinto the formal financial = Entryinto the formal financial
system system system
= Access to and usage of and usage of = Access to and usage of
multiple products and services products and ser multiple products and services
= Quality, barriers to access, = Quality, barriers to access, = Quality, barriers to access,

financial hteracy

financial literacy

financial literacy

Methodology =
to determine
baseline

inputs for

target setting »

In the future, with better data
availability, goal is to conduct
analysis on trajectories for
quality, barriers to access (e.g.,
affordability, ease of opening an
account), and financial bteracy

Project trajectory of access to =
the mostimportant product
based on growth rate of
developed countries, as
moderate growth is expected
Enablers and focus will instead
be on access to multiple
products and services, so this
should increase as rapidly as the
trajectory on most critical
product has been in the past few
years

Benchmark Group 2 countries =
against past performance of

Group 3 countries, which
represent evidence for what is
feasible once enabling
environment is in place =
Project access to multiple
products and services based on
historical CAGR

Determine menu of options to =
work on based on which key public
sector-driven enablers (key input
metrics) are currently notin place
For usage and access (physical
proximity) of most critical

financial product (deposits for =
individuals and credit for
enterprises), project trajectory
based on historical CAGR

Source: IFC and McKinsey & Company (2011).

Conceptual phasing of the path to full financial inclusion
Level of
financial
inclusion

. Primarytargets

l:l Secondary targets

Group 3: Breadth-
focused countries

Group Z: Entry
nt-focused
countries

builders

Possible indicators - with data currently publicly
available or upcoming in near future

Primary and Inputs (legal & = Inputs (legal & = Inputs (legal & = Inputs (legal & = Possibleexistinginput indicators (as a starting point),
secondary regulatory resulatory regulatory regulatory including legal and regulatory environment {e.g. quality of
targets environment, environment, environment, environment, branchless banking regulatiors, existence of KYC rules,
infrastructure, infrastructure, infrastructure, ex1sten_ce o‘fbaSI_c accounts, Doing Busi naslnd! cators s_uch
g g g as starting a businessand elemerts ofthe Getting Credit
public sector public sector public sector index), finandalinfrastructure (for e.g. elements of the
kst W misies) M i) N DB Getting Creditindsel _______________________
= Entryinto the Entry into the =  Entryinto the = Entryinto the = % adults with active deposit accounts
formal formal formal formal = %adults with credit
financial financial financial financial = %firms with line of credit or loans
cystem system system = %firms that do notidentify accessto finance as a
major constraint
Access to and Access to and Arcess to and = % adults with multiple products among: deposits,
usage of usage of usage of credit, insurance
multiple multiple = % SMEs with multiple products among: credit
products and products and (multiple types), deposits, insurance
services services
= Quality, = Quality, Quality: Mumber of complaints received { resolved,
barriers to barriers to barriers to whether account allows for check-based and
access, access, access, electronic payments, relative trust in banks and / or
financial financial financial reasons why respondent does not have a bank
literacy literacy literacy account

MNext generation output metrics {quality, barriers to access, financial literacy) are at the early stage
of thinking and measurement frameworks and indicators are currently under development

= Barries to access: Average annual account fees or
minimum account balance, doc count required to
open an account, cost of opening an account

= Financial literacy: % adults who are financially
numerate

Source: IFC andMcKinsey & Company (2011).

35




