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Abstract: Financial inclusion, defined as the adequate access and usage of formal financial services
to improve people’s lives, is a crucial area for the economic development of a country through its
various angles. This paper analyzes the impact of selected FinTech companies on financial inclusion
in their respective countries to obtain lessons of their business models and country environments that
can help Peruvian financial inclusion. The selected FinTechs are M-PESA in Kenya, Nubank in Brazil,
GCASH in the Philippines, and Easypaisa in Pakistan, which revolutionized the financial sector in
their respective countries. However, a comparative study of their impact on financial inclusion in
their respective country has not been conducted yet; therefore, the lessons obtained are helpful for the
Peruvian situation due to their practical implications and because they raise possible areas for further
and deeper research. The approach of this study considered a qualitative and quantitative method (to
find a Pearson correlation between the percentage of the population of Country (A) that are users of
FinTech (a) and the six selected demand-side indicators per country retrieved from the Global Findex
Database) analysis to understand the results obtained. The results obtained indicate that M-PESA and
GCASH, companies specialized in providing basic mobile money transactions such as remittances
and withdrawals, did not impact the provision of other financial services such as savings or credit
cards. In Easypaisa’s case, this company positively impacts the studied indicators, probably due to
its original partnership with a microfinance institution. Regarding Nubank, despite its remarkable
growth in the last years, the company does not affect financial inclusion in Brazil yet. Nonetheless,
after its recent expansion to provide more financial services, future research could assess the impact
of this company on Brazilian financial inclusion.

Keywords: FinTech’s; Nubank; M-PESA; GCASH; Easypaisa; financial inclusion; mobile money;
remittances emerging markets; international business; business economics

1. Introduction

This paper aims to study selected indicators of remarkable Fintech companies in
Kenya, Brazil, Pakistan, and the Philippines to gain valuable lessons for financial inclusion
in Peru. This goal will be achieved through a deep but summarized understanding of the
definition, importance, and determinants of financial inclusion and the causes of financial
exclusion.

Despite the importance of financial inclusion, there is no consensus about its definition
and measurement (Nguyen 2020). Therefore, a straightforward approach in this study
cannot be made without first understanding the primary and minimum concepts regarding
financial inclusion.

After a basic literature review, this study aims to provide solid and consistent evidence
of the benefits of financial inclusion for people and many reasons people are financially
excluded. Among these reasons include geographical difficulties or physical access, the
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lack of proper documentation such as, for example, identification purposes, and the high
prices or fees of financial services, which discourage low-income people from access to
financial services (Stein et al. 2011).

The reasons and causes of financial exclusion are essential for this study because
the problem can be understood, addressed, and treated as a market failure that requires
considering supply and demand factors. From the demand side, there is a broad consensus
that people from less developed countries are less financially included, whereas people from
developed countries are more financially included (Atkinson and Messy 2013; Rojas-Suarez
and Gonzales 2010).

From the supply side, recent evidence proves that mobile money accounts provided
mainly by Fintechs have been gaining users in developing countries, facilitating financial
transactions, expanding to other financial services, and improving financial education
(Nguyen 2020; Damodaran 2013).

The following step in this research includes analyzing the environmental context of
Peru and comparing it to countries that have started early in mobile money accounts and
have designed and applied financial inclusion strategies at the national or subnational
levels (Pearce and Ortega 2012). This section will gather data regarding each country’s
environment, demand, and supply sides, and on the supply side, the remarkable FinTechs
will be presented. FinTech is a new concept referred to as a technology-enabler innovation
in financial services, rapidly expanding in developing countries and improving financial
inclusion indicators (Nguyen 2020; Pearce and Ortega 2012). The selected FinTechs are
M-PESA from Kenya, Nubank from Brazil, G-Cash from the Philippines, and Easypaisa
from Pakistan.

Problem Statement

In June 2021, BBC News (2021), The Guardian (2021), BMJ (2021), and many other
media published that Peru has the highest COVID-19 death rate globally according to the
government’s review and update of the information related to COVID-19-related deaths.
According to this updated information, more than 0.5% of Peruvians died from this disease.
A dramatic toll was worse than that recorded by the UK during the Spanish influenza
pandemic in 1918-20 (BM] 2021).

The question is why Peru was so severely hit during this pandemic, despite the
imposition of one of the earliest and strictest lockdowns, faster testing, and personal liberty
rights restrictions in Latin America. The press explained that the main reasons for this
severe impact of the pandemic in Peru were the widespread poverty, largely informal
economy, crowded houses, only 38% of Peruvians having bank accounts, the fragile and
unprepared health system, and the slower vaccination process (BBC News 2021; BM]
2021). However, a fact that is not related to the disease—government social aids directed
to help people who lost their jobs or the most vulnerable and poorer population—is that
individuals could not receive economic support from the government because most adult
Peruvians do not own a bank account, making digital payments impossible (BBC News
2021). CGAP briefing guides those designing and deploying social assistance payments to
help them work with financial sector regulators and implement social assistance payments
that facilitate rapid, remote account opening in compliance with anti-money laundering
and counter-financing of terrorism (AML/CFT) rules (Economist Intelligence Unit 2020).
The Peruvian government adopted a financial inclusion strategy. However, it was also
found that this country has a weak adherence to the law. Therefore, from a regulatory
perspective, the incentives to the supply and demand side are probably not optimal. For
example, it could be the case that the regulation to acquire the respective permissions is too
strict. This topic could be further analyzed from a specific legal perspective.

The natural consequence of this situation is that many people were forced to agglomer-
ate at bank offices, lining up to receive their emergency government aid in cash, facilitating
the virus transmission, chaos, and distrust among the population. Afterward, in October of
2020, an important bank in Peru and the government recognized that the containment of the
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virus would have been more efficient if this country had higher rates of financial inclusion
and financial education. Therefore, in the Peruvian case, financial inclusion does not only
help people to improve their lifestyle, but it also may save lives when the government aims
to provide social aid or distribute wealth.

In recent years, researchers and international organizations recognized several remark-
able FinTechs disrupting the banking sector by taking a leading role in many financial
services such as mobile money and mobile banking. For this reason, it is worthy of ana-
lyzing these companies in their respective country to learn lessons that can contribute to
financial inclusion in Peru.

This analysis will be made by considering that these companies are part of a financial
system that requires close contact with the government to prevent the collapse of these
companies that promote financial inclusion (Omar and Inaba 2020). Therefore, a broad
comprehension of the context of each country will guide the solution of the problem
statement.

This paper aims to analyze the overall situation of financial inclusion in five different
countries that have implemented a successful financial inclusion strategy that improved the
access and usage of financial services among their population. After collecting data from
the environment, demand, and supply side, the empirical analysis will be conducted with
qualitative and quantitative analysis. The qualitative part consists of benchmarking that
compares business-related qualitative information of the selected FinTechs to understand
each company’s business model. The quantitative part consists of a multivariable corre-
lation analysis between demand and supply-side indicators. The information gathered
about the environmental side will explain the results. The empirical research will provide
insights into determining events, business strategy, and the overall environment required
by Peru to improve financial inclusion.

There is abundant literature regarding methods of measuring financial inclusion.
Among these studies, the World Bank, IMF, the BBVA Bank, and many other institutions
tried to measure financial inclusion per country and consider various indicators. All studies
conclude the significant relationship between lower financial inclusion rates with poverty
and income inequality in emerging countries (Barajas et al. 2020). During the COVID-
19 crisis, a survey of the trends and drivers of financial inclusion was also developed,
considering the current context to guide policymakers seeking to design strategies for their
respective countries (Sotomayor et al. 2018). However, this research did not include a case
study analysis of FinTechs nor a country study analysis.

There is no comparative study on remarkable FinTechs disrupting or improving
financial inclusion in their respective countries that offers lessons for financial inclusion in a
specific country. Therefore, this study would be constructive for understanding remarkable
FinTechs’ business models and learning lessons for financial inclusion in Peru, a country
with lower financial inclusion indicators. A summarized overview of Peru is presented in
Table 1.

The definition of financial inclusion adopted by the Peruvian government is the access
to and use of financial services with quality for all population segments. The access
dimension is understood as the possibility of contracting products and services offered by
the financial sector. The use dimension refers to the practical, frequent, and sustainable
acquisition and use of financial products or services (Sotomayor et al. 2018).

A synthesized diagnosis of the Peruvian context of financial inclusion can be made
by considering demand-side indicators provided by the Global Findex Database for 2011,
2014, and 2017 (Demirgtic-Kunt et al. 2018). It is shown in Table 2.

There are many reasons why financial inclusion in Peru is very low. According
to Sotomayor et al. (Sotomayor et al. 2018), the proximity of the access points to the
population shows that it affects the usage of bank accounts and credits because of the time
of transportation to the access point for making transactions. Therefore, the probability of
obtaining informal credits is higher.
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Table 1. Country overview—DPeru.

Characteristic

Situation

Geographical conditions and
population distribution

Peru has a western coastal plain (costa), high and rugged Andes
in the center (Sierra), eastern lowland jungle of Amazon Basin
(Jungle). Area: 496,225 sq. miles. Approximately one-third of the
population lives along the desert coastal, focusing on Lima’s
capital city. The remote cities in the Andean highlands, the
rainforests, and the jungle are sparsely populated (CIA.gov
2021d).

Population

The adult population in Peru (ages 15 to 64) in 2020 was roughly
10.9 million.

In 2011, 2014, and 2017 the population was 9.2, 9.6, and 10.3
million inhabitants, respectively (World Bank 2020b).

Mobile phone penetration

By 2019, the subscriptions per 100 inhabitants were 123.76
(CIA.gov 2021d).

The rule of law

According to the Rule of Law index, Peru is ranked in the 80th
position out of 128 countries, and its score is 0.5, which means law
enforcement and institutions are weak and there are corruption
problems in the government (The World Justice Project 2020).

Financial literacy

In 2015, a survey found that 28% of the Peruvian population was
financially literate (The World Justice Project 2020).

Banking concentration

In 2017, 72% of the market was concentrated in a few banks
(World Bank 2021b).

Multiculturality

Ethnic groups: mixed Amerindian and white (60.2%),
Amerindians (25.8%), White (5.9%), African descent (3.6%),
Chinese and Japanese descent (1.2%), and unspecified (3.3%)
(CIA.gov 2021d).

Official Languages: Spanish (82.9%), Quechua (13.6%), Aymara
(1.6%), Ashaninka 0.3%, and others (CIA.gov 2021d).

Employment to population
ratio

In 2019, the pre-pandemic year, the employment rate in Peru was
75.5% (World Bank 2021b).

Gross National Income per
capita

In 2020, the GNI per capita was USD 6010 (World Bank 2021b).

Source: own illustration based on specific information about Peru.

Table 2. Selected indicators regarding financial inclusion in Peru.

Indicator 2011 2014 2017

Account ownership (% age 15+): 20% 29% 43%
Mobile money account (% age 15+) - 0% 3%

Sent or received domestic remittances through a ) 0% 2,

mobile phone (% age 15+)

Credit card ownership (% age 15+) 10% 12% 12%

Debit card ownership (% age 15+) 14% 21% 28%

Saved at a Financial Institution (% age 15+) 9% 12% 8%

Source: Own illustration based on the Global Findex Database (Demirgiic-Kunt et al. 2018).

Regarding mobile money accounts, the increase from 0 in 2014 to 3% in 2017 could
be attributed to the launch of BIM in 2016, a mobile wallet service created by Asbanc
(Association of Peruvian banks—Asociacién de Bancos del Peru) and Ericson with the
purpose to connect unbanked individuals to the formal financial system. Therefore, after
2016 it was foreseen that FinTech companies play an increasing role in financial inclusion
in this country (Economist Intelligence Unit 2019).

According to the analysis of the Global Microscope (Economist Intelligence Unit
2019), with an overall financial score after assessing the enabling environment for financial
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inclusion, Peru achieves a high overall financial inclusion score (82/100), surpassing peer
countries in Latin America and the Caribbean and upper-middle-income countries due to
government support, market stability and integrity, excellent products and outlets, and
better quality consumer protection rules and infrastructure.

2. Literature Review

This section will develop a deep but summarized presentation of fundamental concepts
on Financial inclusion. These basic concepts include an updated definition of Financial
inclusion; the causes why people are excluded from the financial sector; and the importance,
dimensions, and determinants of financial inclusion. After having a clear idea about these
main concepts, it will be understood that financial exclusion is a problem that surges from
market failure. Therefore, demand and supply forces will help comprehend how the issue
is addressed globally.

The following important topic includes a detailed analysis of the Peruvian financial
inclusion environment and the selected emerging countries: Brazil, Kenya, the Philippines,
and Pakistan. This analysis will address the environment in each country and select demand
and supply-side indicators. On the supply side are FinTechs. Therefore, the sub-section
“3.2. Remarkable FinTechs in Selected Emerging Markets” will analyze types of FinTechs,
paying particular attention to mobile money operators and neo banks. Afterward, the
analysis involves the selected companies and their most essential characteristics, value
proposition, business model, revenue model, and more.

Over the last 18 years, Financial inclusion is a topic that has become relevant for
developing countries because, according to empirical research, it contributes to reducing
the poverty gap and reducing inequalities. Therefore, it is expected that resources could be
objectively distributed, resulting in the rise of income levels, and as a result, there will be
economic growth (CIA.gov 2021b).

This topic has emerged on the global agenda for sustainable long-term economic
growth. Central Banks have addressed it; multinational organizations such as the World
Bank, the International Finance Corporation, the United Nations, and more have started
many initiatives to achieve financial inclusion in emerging and developed countries. How-
ever, there is no consensus about its definition and how it should be measured through the
different studies (Amidzi¢ et al. 2014).

One of the reasons this topic raised the attention of governments and Central Banks is
the well-documented evidence of the strong relationship between financial development
and economic growth. Therefore, financial exclusion is a barrier to economic develop-
ment. Building inclusive financial systems became a need for governments due to the
evidence that access to essential financial services such as savings, payments, and credit
can substantially improve poor people’s lives (Pinar Ardic et al. 2011).

Nevertheless, financial exclusion is not a simple problem because people could vol-
untarily be self-excluded and decide not to use financial services because of cultural or
religious reasons. On the other hand, people are involuntarily excluded because they do not
have enough money or access credits. Likewise, people are excluded due to government
failures or market imperfections (Amidzic et al. 2014).

Suppose financial inclusion is acknowledged as a behavioral side issue. In that case,
it will be understood that people need to decide and choose to participate in the formal
financial system, given the right and appropriate information, the right policies, and the
supply of services that meet their needs (Camara and Tuesta 2014).

In 2006, the World Bank identified that the access to formal financial services and the
availability of a supply of financial services at reasonable costs and reasonable quality was
an objective standard for financial institutions and governments. User refers to the current
consumers of financial services. At this time, the World Bank identified the need to intersect
demand and supply forces to achieve financial access (Claessens 2006). In 2010, the United
Nation-UNSGSA, on its first Annual Report to the Secretary-General, defined financial
inclusion as the “universal access, at a reasonable cost, to a wide range of financial services
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provided by a variety of sound and sustainable institutions” (United Nations—UNSGSA
2010). This report addressed the positive impacts of reducing poverty and improving social
and economic development.

The Consultative Group to Assist the Poor—CGAP—in 2011 defined financial inclu-
sion as the state where all working-age adults have adequate access to financial services
provided by formal institutions, such as credits, savings, payments, and insurance. Con-
sequently, the demand side corresponds to all working-age adults, and the supply side
corresponds to “formal institutions.” These institutions are financial services providers
capable of satisfying customers’ needs and offering a better value proposition than informal
providers (CGAP 2011a).

OECD and the International Network on Financial Education-INFE in 2013 defined
financial inclusion relative to the affordable, timely, and adequate access to a range of
regulated financial products and services and broadening their use to all segments of the
population through the implementation of tailored existing and innovative perspectives
including financial awareness and education to promote financial, economic, and social
inclusion (Atkinson and Messy 2013).

Barajas et al. (2020) defined this concept as the population’s access to financial services,
the extent of the use of these services, and their quality and cost. Additionally, it recognizes
no consensus about the definition of financial inclusion due to the multiple factors required
to be measured, whether for policymakers or supply-side institutions.

In general terms, these definitions point out the need for all people to access financial
services to improve their lives. This statement is not just rhetoric, and evidence supports
that financial inclusion can augment economic growth. According to Ghosh (2016), first,
consumers that can access the formal financial system are likely to increase savings, which
will impact the long-term period of their lives; second, with adequate financial inclusion,
firms and people will improve their access to credit, and this situation will improve all
economic activity.

Nevertheless, it must be observed that high usage levels of formal financial services
or broadly spread access points (ATMs) do not necessarily mean an inclusive system.
According to Camara and Tuesta (2014), financial services can be conditioned by socio-
economic factors such as GDP per capita, human capital, legal framework, cultural habits,
or development status that make people use these services in a particular manner. Therefore,
the usage and access to financial services are considered an output of financial inclusion
and not the inclusiveness of the financial system itself. In other words, both dimensions are
necessary but not sufficient to measure financial inclusion.

Regarding dormancy among existing accounts, Findex shows there is still a lot of
work on usage: 25 percent of account holders in the developing world have not used their
accounts for a single deposit or withdrawal in 2016. However, the challenge in Findex data
is that backsliding or slow progress in a few big markets is drowning out progress in the rest
of the world. The primary reason is India, which is skewing the account dormancy figures
significantly because of its large population and extraordinarily high levels of inactivity—at
48 percent of account holders in 2017. If we take India out of the equation, the percentage
of inactive account holders in the developing world comes down from 25 to 16 percent
(Bull 2018).

Additionally, it must be pointed out that financial inclusion improves poor people’s
lives and the entire economy in developing countries. For example, according to the
UNSGSA (United Nations—UNSGSA 2017), small and medium-sized enterprises (SMEs)
represent half of total employment and a third of the GDP in emerging markets. However,
their potential is limited due to inequalities in accessing credits and financing (United
Nations—UNSGSA 2017). Consistent evidence found that financial inclusion is beneficial
for economic growth and the fight against poverty (Bank for International Settlements
2020).

Many benefits of financial inclusion could be synthesized in two key advantages:
enhancing innovation and the better use of existing assets. In other words, entrepreneurs



J. Risk Financial Manag. 2022, 15, 62

7 of 46

have incentives to make innovations and create business opportunities when they can
access credit and other financial services, unlocking growth and development opportunities.
Furthermore, with proper access to the financial system, people can possess multiple uses
to their existing assets, transforming them from “dead assets” to liquid assets (Stein et al.
2011).

Given the benefits and awareness of its importance, financial inclusion has received
attention from the public and private sectors in recent years because they recognize the
potential of including people in the financial system in emerging countries where income
levels are growing and the population is increasing (Moreno et al. 2015). In addition, there
is proven evidence suggesting that financial inclusion contributes to a more stable banking
system, when deposits mainly fund banks, display low marginal costs, and operate within
a robust institutional environment (Barajas et al. 2020).

At this point, it must be observed that recent literature does not connect the importance
of financial inclusion to traditional financial institutions because banks did not attend to
an unprofitable demand that was expensive to provide. Therefore, economic agents such
as government agencies, non-government organizations (NGOs), and the informal sector
have attended this underserved market. However, market drivers have developed new
opportunities, enabled by digital technologies that create business models that make the
costs and profits in serving the unbanked more attractive. Accenture estimated in 2015 that
bringing excluded adults and businesses into the formal banking sector could generate
about USD 380 billion in new revenue for banks (Amidzi¢ et al. 2014). In other words, the
urgent needs of consumers drove technology-related companies to innovate and create
products for these people. They disrupted what in former timer was an exclusive bank’s
territory. These innovations are at some point so successful that even banks are now
attracted to reach the unbanked in emerging countries. Therefore, by understanding the
importance of the topic, it can be identified that many economic agents are interested
in obtaining financial inclusion due to the social benefits and its significant economic
opportunities.

According to Atkinson and Messy (2013), financial exclusion signifies market failure
that implies demand and supply-side factors. Therefore, to find out the causes of this
market failure, common themes on each side must be identified: demand and supply.

From the supply side, the following factors include reducing access to and the use of
formal financial products and services (Atkinson and Messy 2013):

- Regulatory constraints: The national regulatory frameworks of states can disincentive
the ability of financial providers to attract new clients due to higher costs or extra
efforts that are not recuperable in the short term. Moreover, risk-averse regulation and
its application can deny financial services to some population segments—for example,
people from remote rural areas, migrants, and youth. Based on its work in 10 countries
in Africa and Asia, CGAP has identified four building blocks for creating and enabling
safe DFS regulatory frameworks (CGAP n.d.). The World Bank explored why account
ownership varies widely among economies with similar income levels. The study
found that account ownership and use of formal savings are higher in economies
with more strict consumer protections. Formal saving is also correlated with policies
that limit fees and tax incentives to foster financial inclusion (The World Bank 2021).
Another research suggests that account owners’ use of savings is significantly related
to consumer protection. At the same time, formal saving is also associated with
regulations that cap account fees and tax incentives to promote financial inclusion
(Klapper et al. 2021). Financial regulators can optimize linkages between four distinct
policy objectives: financial inclusion (I), financial stability (S), financial integrity (I),
and financial consumer protection (P) (or, collectively, “I-SIP”). The findings demon-
strate that tradeoffs among the I-SIP objectives are not inevitable and that synergy is
achievable. The study’s outcome (GPFI SSBs Conference 2021) suggests the need to
consider the four I-SIP objectives collectively rather than independently, as is mostly
the case so that linkages among them can be optimized. Based on the findings of
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the study in South Africa, the paper puts forth seven guidance statements to opti-
mize the I-SIP linkage that may be helpful for both national-level policymakers and
standard-setting bodies as they implement a financial inclusion plan that increases the
chances of maximizing synergies and minimizing trade-offs (GPFI SSBs Conference
2021). Additionally, the question of how to craft a regulatory regime that expands
access to financial services to the poor through the development of mobile phone
financial services but is compliant with AML/CFT standards remains elusive for most
governments. Specific AML/CFT regulations related to mobile money have not been
issued in many jurisdictions, mainly due to the lack of awareness of the risks these
services can pose if the proper controls are not in place. Due to the international
standards for AML /CFT, the Financial Action Task Force’s 40 + 9 Recommendations
were designed and issued well before mobile money technology and business models
became prevalent; even developed countries have begun to face challenges with their
regulation (Chatain et al. 2013).

Risks of mobile money: The abuse of mobile money could arise from four primary
risk categories—anonymity, elusiveness, rapidity, and poor oversight. Poor oversight
is an external risk factor potentially creating conditions that increase the likelihood of
abuse stemming from the other three major risk categories. National authorities have
prime responsibility for the quality of oversight. Low amounts of money, traceability,
and the monitoring features of mobile money programs could make mobile money
far less risky than other payment methods, particularly cash. Increasing evidence
suggests that certain jurisdictions are implementing overly stringent risk mitigation
techniques for money laundering and financing of terrorism, potentially increasing reg-
ulatory compliance costs among money providers and constraining financial inclusion
objectives (Chatain et al. 2013).

Inclusion and integrity alignment: There is a noticeable trend of mandatory registra-
tion of users of prepaid SIM cards in Sub-Saharan Africa. More than 30 countries
have started or are planning to register users of prepaid SIM cards. One immediate
effect of registration is that the number of active cellular subscriptions drops due to
disconnections. Moreover, penetration growth, measured as year-to-year changes
in mobile cellular subscriptions per 100 inhabitants, is depressed due to increased
paperwork. Customer identification can become, in particular, a constraint in coun-
tries with an insufficient identification infrastructure if no alternative methods for
identification are allowed. The share of prepaid subscriptions out of total subscriptions
is, on average, around 97 percent for the sampled countries. Therefore, the sheer size
of the markets merits a preliminary analysis of the potential effects of mandatory
registration (Jentzsch 2012).

Weak financial consumer protection: Financial services suppliers can attract customers
and keep them in a cycle of credit that is too large to manage or too hard to repay.
Prohibitive market factors: Providers exclude sections of the population with some
actions such as denying access to credit to those without credit records, charging high
fees for basic transactions, designing terms and conditions to exclude, for example, the
informal sector, and promoting marketing in favor to specific groups. These actions
tend to exclude unprofitable or high-risk populations.

Geographical/physical barriers: Normally, people access financial services through
physical locations. However, geographical and physical barriers such as remote
rural and isolated areas and poor infrastructure make it impractical to provide branch
services. This situation is that many potential customers are not served or underserved.
Infrastructure and connectivity barriers: The barriers are currently being reduced due
to easy access to information technologies such as mobile telephones and computers.
However, parts of the population are still excluded where electricity is unavailable
and technology requires compatible products.

The demand-side factors are the following (Atkinson and Messy 2013):
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- The financial vulnerability caused by personal circumstances: This includes issues
such as lack of money or resources, no credit history, unemployment, lower-income or
intermittent income, and others that discourage people from accessing financial prod-
ucts from the formal sector and giving a chance to informal moneylenders to operate,
which increases the vulnerability of poor households and reduces the possibility of
being involved in the traditional financial system.

- Low levels of financial literacy: Studies show a relationship between financial literacy
and financial inclusion. A lack of awareness, low confidence and trust, and insufficient
knowledge create barriers and discourage people from accessing financial products.

- Reduced social-technological inclusion: Some sectors of the population in some coun-
tries are isolated through different causes such as geographical barriers or inadequate
infrastructure. However, despite mobile phones’ advantages, such as fast and easy
access to a mobile bank account, these people may lack knowledge or familiarity with
some technologies, such as the internet and mobile phone features. These issues are
perceived as a barrier to financial inclusion.

- Cultural and psychological barriers: Some population sectors can consciously decide
to self-isolate from financial services due to personal, cultural, and religious beliefs.
Additionally, barriers can be considered a lack of trust in the financial sector and the
“outsiders.”

- Linguistic or educational barriers: Attached to the lack of financial literacy, there are
situations in which people speak a different language than the supplier’s language.
Therefore, they are not familiar with the vocabulary used by the financial sector.
Moreover, these communicational barriers can be exacerbated if these population
sectors have lower general education levels, such as limited literacy and numeracy.

After reviewing supply and demand-side causes of financial inclusion, it can be said
that from the supply side, both banks and FinTechs are called to adjust their priorities,
business models, goals, products, and services to reach population financially excluded
due to many benefits that will be explained in the next section. From the demand side,
there are countless methods for measuring financial inclusion. Nevertheless, the demand-
side indicators chosen are used commonly in the literature, such as the ownership of a
bank account, mobile money account, credit and debit card, the ability to make savings
or borrowings in a financial institution, and making remittances (Sotomayor et al. 2018;
United Nations—UNSGSA 2010).

Financial inclusion is a multidimensional topic. However, the terminology varies
depending on the purpose of the research project. In addition to this, the studies reviewed
have in common that the problem underneath is a market failure. Therefore, supply and
demand forces are the basis for every survey, and the dimensions serve to classify and
measure specific indicators.

According to Amidzic¢ et al. (2014), there are three main dimensions: outreach, usage,
and quality of financial services. The outreach dimension refers to the physical possibility
to reach a point of service. The usage dimension refers to the use of financial services, and
the quality dimension refers to the extent to which financial services address consumers’
needs.

Camara and Tuesta (2014) analyzed the dimensions of usage, barriers, and access
to financial services. The first measures the extent of usage of formal financial services;
the second refers to the unbanked obstacles that discourage them from using traditional
financial services. The third refers to the possibility of using legal financial services when
they meet the population’s needs.

According to Pearce and Ortega (2012), the dimensions are access, usage, and quality.
With the access is measured the extent of costumers who will adopt new financial services
and products from formal institutions; the use measures the regularity and frequency of
the adoption of financial services and products and the quality, the degree to which con-
sumers are benefitted from financial services. This study includes the consumer protection
framework and the promotion of financial literacy.
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Another exciting approach made by Sotomayor et al. (2018) explains that the determi-
nants for financial inclusion are the environment in which the Financial Sector operates: the
supply side, which in the literature is referred to the access to financial services and prod-
ucts; and the demand-side, referred to the usage of those products and services and their
consumption. The author affirms that supply and demand forces alone will hardly achieve
a situation where the population can access financial services and use them. Therefore, it is
essential to consider the country’s environmental factors.

Financial inclusion is positioned prominently as an enabler of other developmental
goals in the 2030 Sustainable Development Goals, where it is featured as a target in eight
of the seventeen goals. These include SDG 1, on eradicating poverty; SDG 2 on ending
hunger, achieving food security, and promoting sustainable agriculture; SDG 3 on profiting
health and wellbeing; SDG 5 on achieving gender equality and economic empowerment
of women; SDG 8 on fostering economic growth and jobs; SDG 9 on supporting industry,
innovation, and infrastructure; and SDG 10 on reducing inequality. Additionally, in SDG 17,
on strengthening the means of implementation, there is an implicit role for greater financial
inclusion through more significant savings mobilization for investment and consumption
that can spur growth (UNCDF n.d.).

In consequence, according to Sotomayor, there are three main groups of indicators.
The first group is related to the financial sector’s environment; the second calls the supply
forces controlled by the financial service providers; and finally, the third group refers
to demand-side characteristics. Similar to any other market, these factors interact and
influence financial inclusion in a country (Sotomayor et al. 2018).

This study analyzes carefully each dimension provided by the authors. However, not
all of them can be taken or further developed since those classifications are not suitable for
this research project. Furthermore, the research project thesis aims to present in this study
a simple approach that has into consideration state-side indicators as well. Therefore, the
approach considered by Sotomayor et al. (2018) fits perfectly to solve the problem statement
and research questions. For this reason, it is essential to explain the understanding of these
main dimensions (Sotomayor et al. 2018):

- The environmental side refers to the macroeconomic context, geographical character-
istics, vial and telecommunications infrastructure, and public policy.

- The supply side refers to financial institutions’ objectives, priorities, characteristics,
business models, products, and services offered.

- The demand side refers to the access and use of financial services and macroeconomic
indicators such as income level, employment rate, financial education, and similar
factors.

The acknowledgment of these three dimensions is relevant because of its clear, direct,
and straightforward approach and a practical method for understanding financial inclusion
as a market failure problem. In this country’s regulation, supply and demand-side forces
must be considered.

The recognition of the multidimensional aspects of this topic confirms its complexity;
therefore, it is essential to limit the extent of a group of indicators to analyze. By analyzing
supply and demand indicators, abundant literature can be found; however, since it is part
of this study to analyze FinTechs based in different countries worldwide, the environment
indicator has equal importance.

3. Empirical Research

This section contains the description of the methodology in Section 3.1, which explains
the research design applied, the research questions, and the hypotheses. Moreover, the
type of data analyzed and from where it was collected will be presented.

Sections 3.2 and 3.3 conduct a qualitative analysis of the data collected from remarkable
Fintechs in the selected emerging countries (supply side) and the relevant information of
the respective country (environment and demand-side). After each section, a summarized
benchmarking collects data about countries and FinTechs.
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Section 3.4 will conduct a quantitative analysis to understand if the studied companies
have a role in the financial inclusion of their respective country. Most of the companies
analyzed indicate their essential part in expanding financial services among their targets.
However, the results alone require the context of the respective country and a clear expla-
nation of the company’s business model to understand why there is a lower or negative
correlation in each case.

3.1. Methodology

The researchers conducted an exploratory and descriptive research design, following
the approach of Malhotra (2010): (1) the information needed for this study, (2) define the
research type, (3) specify measurement procedures, (4) the collection of data, (5) specify the
process of data collection, and (6 plan of data analysis.

The primary purpose of this research is to search for lessons that could be learned
from great FinTech companies in Kenya, Brazil, the Philippines, and Pakistan to help
financial inclusion in Peru. These companies were selected after preliminary literature
review research in which researchers developed case studies on specific FinTech companies
based in those countries (Damodaran 2013; McKay and Pickens 2010; CGAP 2011b; Mauree
and Kohli 2013).

The most suitable research design to solve this problem statement and research ques-
tions are to conduct a mixed approach combining qualitative and quantitative methods to
complement and understand the outcome of this study with insights from both qualitative
and quantitative approaches correctly (Malhotra 2010).

The strength of this approach will provide a pragmatic point of view of the problem
statement because the data to be analyzed will help answer the research questions and
their circumstances (Johnson and Christensen 2004).

The following section will formulate the research questions (RQ) to solve the problem
statement by considering a quantitative and qualitative approach:

- RQ1: Does FinTech (a) have a role in financial inclusion in Country (A)?
- RQ2: Which characteristics of the business model of FinTech (a) could be applied to
the Peruvian context?

Where:

- FinTech (a) can be either: M-PESA, Nubank, GCASH, or Easypaisa;
- Country (A) can be either: Kenya, Brazil, the Philippines, or Pakistan.

The FinTechs selected for this research project is M-PESA in Kenya, Nubank in Brazil,
GCASH in the Philippines, and Easypaisa in Pakistan. Several researchers studied these
companies, indicating their participation in financial inclusion in their respective countries.
However, there is no clear evidence about the relationship between each FinTech and the
financial inclusion indicators in the respective country, except for M-PESA, a company
widely known due to its positive impact on financial inclusion in Kenya.

Therefore, the purpose of the RQ1 is to perform a case per case analysis to determine
each company’s role in financial inclusion in its country. Thus, the researchers conducted
a quantitative approach to find a Pearson correlation between the percentage of the pop-
ulation of Country (A) that are users of the FinTech (a) and the six selected demand-side
indicators per country retrieved from the Global Findex Database (Jentzsch 2012). This
analysis provided insightful data regarding the impact of the selected FinTech on financial
inclusion in the respective country.

After solving RQ1, the following hypotheses should be confirmed or rejected.

Hypothesis 1a (Hlacountry [a])- FinTech (a) has a role in financial inclusion in Country (A).

Hypothesis 1b (H1bcountry [a))- FinTech (a) has had o role in financial inclusion in Country (A).
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Problem
Statement

If the H1a is confirmed, lessons are learned from its business model and environment.
However, if the H1b is approved, it is possible to identify specific factors that impede the
successful performance of a Fintech in its respective country.

This quantitative approach provides essential information regarding the performance
of each company in the financial inclusion in the respective country. However, to under-
stand the results, it is necessary to consider the context of each company and the respective
country. Thus, the purpose of the RQ2 is to gather qualitative data by benchmarking the se-
lected FinTechs’ business models after understanding each company and country’s context.
For this reason, first, qualitative information is collected and analyzed to understand which
lessons can be learned in each to complement and understand the quantitative analysis
results properly.

For the quantitative part of this research, the principal source of information is public
data provided by the Global Findex Data, Statista, Annual Reports, and specific information
from the World Bank database. For the qualitative part of this research, secondary data
were gathered from annual reports, previous research studies, and the respective website
of the respective FinTech. Likewise, when the information needed was not available, the
information was collected from Central Banks, Statista, or similar types of institutions.

In Figure 1, the research design is presented with problem statements, research ques-
tions, and approaches used to solve them.

FinTech [a] has a role in
the Financial Inclusicn
Does Fintach [a) have a in Country [A]
Research role in the Financial
Question No 1 lmhsimilni]r't’Cwntry

Quantitative

= Multivariable
Correlation

H1 =Finlech [a] does not
have a role in the
Financial Inclusion in
Country [A]

Which characteristics of
the business model of

Research THiHeE =
Question No 2 FinTech [a] could be Qualitative analysis
applied to the Peruvian

contextr

Figure 1. Research design. Source: own construction of the authors.

3.2. Remarkable FinTechs in Selected Emerging Markets

This section analyzes the supply side of financial inclusion by researching remark-
able examples of FinTechs, studied previously by different researchers and international
organizations due to their innovative financial products in emerging markets. Searching
for successful or outstanding FinTechs playing a role in the financial inclusion in their
respective home countries was very challenging since enthusiastic researchers analyze
cases of certain FinTechs. Nevertheless, after some years, the companies’ performance
information was discontinued; therefore, no updated knowledge can help diagnose these
companies through the years. Some examples are Oi Paggo in Brazil and Wizzit in South
Africa. Another reason why some companies were excluded from this study is that the
environment in which they operate is not comparable to the Peruvian territory. For exam-
ple, Alipay in China and Eko in India are often studied as successful case studies (McKay
and Pickens 2010; Scharwatt et al. 2014). The Indian and Chinese cases were excluded for
reasons related to the environment in which they flourished.

The environmental factors are exogenous conditions under which the financial sector
operates. Its importance must be taken into consideration because they influence the devel-
opment and performance of the entire system. These factors are mainly macroeconomic
context, geographical characteristics, public policies, infrastructure, and others that impact
the supply and demand forces (Sotomayor et al. 2018). According to Rojas-Suarez and
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Gonzales (2010), a precise comparison regarding financial inclusion should be between
countries at a similar stage of development. This is due to the specific country charac-
teristics and because companies adapt their services and deliver a value proposition that
suits people’s needs (Braga et al. 2013). Therefore, the authors excluded highly developed
countries and long-term outperforming emerging countries, such as China and India. The
latter had a high dynamic economy, a pro-growth agenda, large competitive companies,
and deep connections to the global economy, adapting its international macroeconomic
practices to their local contexts over the last three decades (McKinsey Global Institute 2018).

Peruvian context is not the same since the economic performance of this country
was improving over the last two decades thanks to this country’s outstanding financial
performance. However, due to the political instability, economic constraints, and the worst
recession in the region due to the COVID-19 pandemic, this nation cannot outperform
emerging countries for this study.

The chosen companies for this study are M-PESA from Kenya, Nubank from Brazil,
G-Cash from the Philippines, and Easypaisa from Pakistan due to their participation in the
financial inclusion in their respective countries and because of the existence of previous
study cases in which value proposition and business models that could have an impact and
contribution to financial inclusion in their respective countries were found (Damodaran
2013; McKay and Pickens 2010; CGAP 2011b).

These companies are remarkable due to their important achievements, value proposi-
tion, and problems they solve, and because all of them currently target the unbanked. In
the following paragraphs, the business models of each of the previously mentioned compa-
nies will be analyzed, considering some elements used by the IFC (International Finance
Corporation 2011), which are the business’ objective, strategy, target market, marketing
strategy, revenue streams, costs, transactions, users, pipeline, and model and partners.

3.2.1. M-PESA

In Kenya, the most remarkable example of a FinTech that improved financial inclusion
in this country is the case of M-PESA, the first product of its kind introduced in Kenya
viewed as a successful implementation of a mobile money service that can serve as a model
in developing countries (UNCDEF n.d.). In general, it was proven that poor people improved
their lifestyles significantly thanks to M-PESA (Barajas et al. 2020). The business model of
this company is shown in Table 3.

Table 3. M-PESA’s business model.

Key Characteristics Analysis

According to the IFC, M-PESA delivers a simple, fast, safe, and easy
method to move money across the country. Their main message was the
simple phrase “send money home,” which immediately engaged
Kenyans (International Finance Corporation 2009).

Business objective

M-PESA carefully planned several agents according to customers and
transactions to achieve its value proposition. In the beginning, registered
customers were enabled to send money to non-registered users with an
extra fee paid by the first ones. This entire strategy created viral
Strategy registration and active and committed agent networking.
However, M-PESA had to sign up a deal with the Kenyan Commercial
Bank (KCB) to keep money flowing in agent-to-agent transactions. This
improvement improved the availability of M-PESA in the market
(International Finance Corporation 2009).

The early tactic of M-PESA to gain customers was targeting the poor
through a bottom of pyramid approach and taking advantage of
Safaricom’s market share and their large customers base for rapid growth
in the country (Ngugi et al. 2010).

Target market




J. Risk Financial Manag. 2022, 15, 62

14 of 46

Table 3. Cont.

Key Characteristics

Analysis

Marketing strategy

The marketing strategy focused on customer education and aggressive
advertisement of their products and services by television, radio, and
social media.

The strategy also engages local culture through a catchy advertising jingle
and nationalistic branding (International Finance Corporation 2009).

Revenue streams

According to the Annual Report of Safaricom 2020, the revenue stream of
M-PESA consists basically of mobile money transfers and payment
services. This daughter company contributes 33.6% of Safaricom’s
revenue (McKay and Pickens 2010). In the previous years before the
pandemic, M-PESA’s revenue is continuously growing despite the
COVID-19 crisis. The revenue in 2020 was EUR 655.32 million (84,438
million Kenyan Shillings) (Safaricom PLC 2020).

Transactions

M-PESA has increased its number of transactions in recent years. When
the product was launched, the transactions were deposit cash, withdraw
cash (registered or non-registered users), and commission per M-PESA
customer registration (International Finance Corporation 2009).
Currently, according to Safaricom (Safaricom PLC 2020), the transactions
with a charged fee are withdrawal from M-PESA agent, transfer to
unregistered users, transfer to other M-PESA users, and transfer to other
mobile money users. Other free-of-charge transactions are deposits,
M-PESA registration, buying airtime through M-PESA, M-PESA balance
inquiry, and change of M-PESA PIN (Safaricom 2021). As an example of
one transaction cost of this company, a withdrawal from an M-PESA
agent is free of charge when the amount is between (in Kshs) 1 and 49
(0.0078-EUR 0.38). Nonetheless, when the amount is between 100 to 500
(0.77-EUR 3.87), the charges to M-PESA are 27 (EUR 0.21). Then the costs
for this company increase accordingly to the withdrawn amount. The
highest possible withdrawal is between 50,001 and 150,000 (EUR
388.2-1164.57), and the charge is 300 (EUR 2.33) (CGAP 2011b).

Main products

Safaricom’s financial products through M-PESA offers are all based on
mobile money solutions for wealth management, banking, credit, and
insurance products. These products are as follows (Safaricom PLC 2021):

- M-PESA for transfers and payments;

- M-Shwari and KCB M-PESA for micro-savings and credits;

- Lipa Na-MPesa allows cashless payments for goods and services;

- M-PESA Global makes merchant interoperability, e-commerce, and
cross-border payments possible. This product has partnerships
with PayPal, Google Playstore, Western Union, Visa, AliExpress,
and over 28 other international partners.

Users

According to the Annual Report of 2021 of Safaricom, M-PESA has 28.21
million customers (Safaricom PLC 2021). In 2011, 2014, and 2017, the
registered users of this company were 13.8 million, 19.3 million, and 27
million (Safaricom 2011, 2014, 2017).

Technology applied

Safaricom chose the SIM Toolkit (STK) technology with SMS delivery for
delivering mobile money transactions. With STK, the user has an
application on the mobile phone’s SIM card accessed from the phone’s
menu. This technology offers high levels of security and usability but
does need the SIM card to be changed. Therefore, Safaricom provides
help for users in this process International Finance Corporation (2009).

Competitors

M-PESA was a pioneer mobile money service that began without
competitors, and due to its dynamic services and products approach, it is
the leading mobile money provider. By 2020 the main competitors were
Airtel Money and T-Cash.

Source: own illustration based on the guidelines for business model analysis in Mobile Money Study (International
Finance Corporation 2011) and specific M-PESA information gathered from different sources.
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The analysis of M-PESA’s business model presents a very successful company that
began targeting the poorest, enabling them to realize safe and straightforward transactions
committed with financial inclusion in Kenya. Furthermore, the company evolved since
its beginnings because it provides more services than transfer money solutions, including
banking, insurance services, and expansion possibilities through e-commerce and cross-
border payments.

Controversially, the regulation in Kenya also allowed a mobile network operator
to play a leading role in providing bank services, despite not holding a bank license.
Notwithstanding these concerns, the Central Bank of Kenya agreed to issue a letter of no
objection to allow mobile money to observe in the marketplace to inform later regulation.
M-PESA has proved spectacularly successful, transforming the Kenyan economy and
turning Kenya into a global trendsetter in mobile money (de Koker et al. 2020). M-PESA
is not regulated under a full banking license; thus, it is essentially operating outside of
the traditional banking regulatory environment. Still, it has been audited by the Central
Bank and has received its approval for operation. This is by the European Mobile Payment
Directive, which establishes the role of payment service providers in the financial system.
Banks in Kenya are aggressively lobbying the Central Bank to require M-PESA to adhere to
complete banking regulations or halt the service. Safaricom is keen to see the Central Bank
implement the official regulatory policy that will open up the market for deposit-taking,
clearing systems, and know-your-customer rules to incorporate the activities of mobile
operators. Safaricom and Vodafone have maintained a strong relationship with the Central
Bank of Kenya. The Kenyan government owns 35% of Safaricom and may have made it
easier to approve the regulation (International Finance Corporation 2009). This approach
also resulted in its current market dominance, limiting space for competitors.

Regarding M-PESA’s future outlook, this company has a robust and coherent business
model targeting the needs of millions of unbanked in Africa. It is probably one of the best
companies in this sector. Therefore, their recent partnerships with Western Union, PayPal,
Visa, and many others open a broader possibility to attend to other markets adapting their
business model to the respective market.

3.2.2. Nubank

Nubank is a Brazilian start-up company that provides financial services, acting mainly
as a credit card operator in the domestic market. The business model of this company is
shown in Table 4.

Table 4. Nubank’s business model.

Key Characteristics Analysis

The principal value proposition of Nubank is to provide a credit card
service, 100% digital, without annuities and fees from their clients, totally
manageable by the user on their mobile application, while providing a
personalized, friendly, and agile service. It has to be highlighted that one
of the essential points of this value proposition is the approach of a 100%
digital bank feature of Nubank because it reduces the physical contact
with the company and also reduces enormous costs for the company
since it does not have personnel handling costumes (Sirota and Fratini
2018). Nubank’s characteristics are their cheap, fast, and convenient
products.

Business objective

Nubank proposes “end any complexity and return the financial control”
to their users. By changing the relationship between people and how
people treat their money, FinTech offers a different approach to banking.
It aims to solve the most common problems that the Brazilian user has
while dealing with banks and their finances, related to the complexity of
the Financial Sector and the lack of transparency (Sirota and Fratini 2018).

Strategy
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Table 4. Cont.

Key Characteristics

Analysis

Target market

The original target group that Nubank tried to reach was upper-class
“millennials” and young professionals. People under 36 years old are
born in a digital era and are used to being in contact with technology and
sophisticated smartphones (Macedo et al. 2017). However, after the
service became popular, the customer base expanded to different ages
and lower-income classes with lower or no access to credit cards.
Nubank presented a cheap option to facilitate access to credit cards
(Nubank 2021).

Marketing strategy

Nubank employed considerable efforts in its marketing strategy because
the main channel of marketing disclosure was through digital tools. They
rapidly took advantage of every chance of spreading their services in a
friendly, relaxed, personalized manner, providing quick and effective
solutions. Therefore, this approach generated a positive marketing effect,
reaching more customers, motivated by the network effect and marketing
promotions to “accelerate their friends” to join Nubank’s services. In this
manner, it could be said that Nubank’s marketing strategy relies on its
brand awareness, digital marketing friendly approach, and the network
effect of customers. Nubank also used traditional methods on special
Brazilian festive days by gifting souvenirs and encouraging them to
present them on social networks, spreading the brand using people’s
networks for that purpose (Nubank 2021).

Revenue streams

As previously explained, the main benefit of Nubank is the lack of fees.
However, there are two primary revenue streams: the interchange fees on
every transaction made with the credit card and taxes over bills and
invoices, which are not pated when due. There are minor sources of
income, such as the subscription from “Nubank Rewards.” At the
beginning of 2021, it is recently known that Nubank reported EUR 1.1
million (6.8 million reals) of revenue for the first time (Banco Central do
Brasil 2021).

Transactions

Nubank is today a digital bank and not only a credit card provider.
Therefore, it will not be possible in this section to cover all transactions.
However, the transactions that represent an essential revenue stream are
the interest on credit card debts that are not paid on time. For example, if
the client is a good creditor, the rate could be 4%. If not, it could be up to
13%.

Nevertheless, the average practice by the company is 7.75%. The
competitors apply an average rate of 8%, which is relatively high
compared to other countries (Statista 2021). Furthermore, transactions
paid in US dollars will be changed in the domestic currency according to
the exchange rate fixed by the Brazilian Central Bank plus four percent of
each transaction (Banco Central do Brasil 2021). Consequently, if a
purchase of USD 100 is made, Nubank will gain four percent of the
conversion rate, which by the 24th of August with an exchange rate of
BRL 5.3680 is BRL 21.47 (USD 3.9) (Banco Central do Brasil 2021).

Main products

In 2021, this digital bank expanded services for people and businesses,
offering a digital bank account, instant payment solutions, remittances
services, credit cards, personal loans, and insurances (Nubank 2021).
Furthermore, due to this company’s rapid expansion, the partnership
with Ripple, a blockchain company, has recently announced the
collaboration for their international remittance services.

Users

The growth of Nubank in terms of the customer base is continuously
increasing. In June of 2021, Nubank registered 40 million customers. In
2014, the company did not have customers yet, but in 2017, Nubank
reported 3 million customers (Statista 2021).
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Table 4. Cont.

Key Characteristics Analysis

Nubank developed a smartphone app that allows customers to apply for

a card, activate it, block and unblock it, manage and pay their bills,

increase and decrease their credit limits, and see their purchase
Technology applied information in real-time.

Another essential technology developed by Nubank is an advanced data

science infrastructure to process and make decisions about card

applications.

Brazil has a highly concentrated traditional banking sector. In 2016, 82%
of the market was controlled by only five players: Caixa Econémica, Itat

Competitors Unibanco, Bradesco and Santander. Furthermore, in the last years, other
FinTechs such as Digio, Neon, and Intermedium came to the market,
offering similar products to Nubank (Nubank 2021).

Source: Own illustration based on the guidelines for business model analysis in Mobile Money Study (International
Finance Corporation 2011) and specific Nubank’s information gathered from different sources.

Regarding all the achievements of Nubank in its relatively short time in the market, it
can be said that they are impressive; however, to confirm that this is a successful case could
be too early because this company does not yet have a consistent and continuously lucrative
performance. According to Banco Data Brazil, this year, Nubank reported revenue of EUR
1.1 million partially, after three consecutive years reporting millions of losses (Safaricom
PLC 2020). Therefore, from a conservative point of view, upcoming studies should follow
the company’s performance in the following years to confirm the success tendency.

3.2.3. GCASH

GCASH is a mobile money transfer service that transforms a mobile phone into a
virtual wallet for secure, fast, cheap, and easy money transfers. Global Telecom issued an
account in this initial phase: the GCASH account. The money is sent by a sender to be
withdrawn by the recipient after receiving an SMS alert indicating the amount forwarded
to their GCASH account. The task of sending and receiving money was as fast and cheap as
a text message (Mauree and Kohli 2013). In the following Table 5, similarly to the analysis
of M-PESA and Nubank, the business model of GCASH is presented.

Table 5. G-Cash’s business model.

Key Characteristics Analysis

The value proposition of GCASH is to transform the user’s phone to a
mobile account for realizing diverse transactions through prepaid credit,

Business objective facilitating the user’s self-management to fulfill their needs safely and
affordably. Therefore, the main benefits for customers are safety,
convenience, and low cost (Wishart 2006).

Globe, in the beginning, did not have partnerships with banks. The
operation and maintenance are performed through a clearinghouse
facility in charge of all transactions and arrangements between retailers
and GCASH customers. Globe’s business bank oversaw the money
liquidity management, which did not know about individual users’
activities. Additionally, retailers maintain a balance in the system, used
as the float for transactions with GCASH customers (Wishart 2006).
Therefore, there is a clear strategy of delivering their value proposition
between the system created by the company, involving retailers and
users. Financial institutions provided the logistics to keep money flowing
in their approach. In April of 2021, GCASH partnered with CIMB Bank
to expand digital banking services (S&P Global Market Intelligence 2020).

Strategy




J. Risk Financial Manag. 2022, 15, 62

18 of 46

Table 5. Cont.

Key Characteristics

Analysis

Target market

The target market was to focus at the bottom of the pyramid, especially
young urban consumers familiar with social media (GPFI SSBs
Conference 2021).

Marketing strategy

GCASH used different channels such as TV, internet, printed announces,
and in-site campaigns to reach more customers. The message mainly
focused on cheap, fast, and easy methods to send remittances.
Furthermore, the company used humor, celebrities, colorful outfits, and
cool ads to make the brand accessible to everyone (CGAP 2011b).

Revenue streams.

The company registers revenue streams from fees charged to many types
of transactions realized between registered users and retailers (Safaricom
2014). According to Globe Telecom, GCASH in 2020 generated EUR 20.09
million (1184.85 million Philippine peso) (GLOBE 2021).

Transactions.

GCASH, in the beginning, facilitated transactions such as all kinds of
payments, transfers, withdrawals, buy load (prepaid credit), and mobile
wallets (Safaricom 2011). Thanks to technological advancements, the
company can realize more transactions such as bank transfers,
investment in funds, booking movies, obtaining credits, shopping online
from local and international online stores, in-store at GCASH merchants,
saving money, planting trees, etc. insurance (GLOBE 2021). As an
example of a transaction using GCASH, the cost of taking cash-out is 2%
of the transaction if it is made through an agent point. If someone
withdraws PHP 200 Phillippine pesos (EUR 3.39), the transaction cost
will be PHP 4 (EUR 0.068). Whereas if the same transaction is made via
ATM, the cost will be between PHP 10 to PHP 18 (EUR 0.17-0.31)
(GLOBE 2021).

Main products

The main products are as follows (GLOBE 2021):

- GlInvest: allows investing in different investment funds from
GCash’s reliable partner product providers;

- GCash wallet: allows realizing all types of electronic transactions
from the smartphone conveniently;

- GlInsure: offers users access to various insurance products;

- GCash app on the smartphone is the platform that supports all
GCASH products and transactions.

Users.

In June of 2021, Globe reported that GCASH has 33 million users and
over 73,000 partner merchants in the Philippines (Safaricom 2017). In
2012, 2014, and 2017, GCASH registered 1.3 million, 3 million, and 5.1
million users (Dalberg 2012; GLOBE 2014; GLOBE 2017).

Technology applied

In the beginning, Globe launched GCASH with the technology known as
SMS SKT (SIM Toolkit technology) because in the Philippines was
recognized the high levels of SMS usage. Therefore, users could realize
transactions through SMS or SIM-based menus and encryption. With this
approach, Globe emulated a banking network without having a banking
partner (Wishart 2006). However, now GCASH conducts its other
products through a mobile app (Mauree and Kohli 2013).

Competitors

In the Philippines, there exist two leading mobile money providers:
Smart Money, the very first company that launched mobile money
solutions in 2001, and GCASH, which expanded better than the
competition (Hasnain et al. 2016).

Source: own illustration based on the guidelines for business model analysis in Mobile Money Study (International
Finance Corporation 2011) and specific G-Cash information gathered from different sources.

After analyzing this company’s business model, similarities with M-PESA can be
identified, especially when both parent companies, Safaricom and Globe, launched each
product. The technology available was a SIM Toolkit, and people actively used SMS for
communication purposes. Therefore, it is an intelligent approach to use a communication
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means for making financial transactions. Another remarkable fact of this company is its
rapid expansion and continuous improvement. This company’s evolution has not been the
same since its beginnings. GCASH today’s approach proves this company is adapting to
the new times and technologies because it now offers more financial services enabled by
the latest technologies, such as the mobile app that supports all GCASH transactions.

3.2.4. Easypaisa

Tameer Microfinance Bank, the largest microfinance bank in Pakistan, and Telenor
realized a joint venture in 2008 to provide a branchless banking channel to serve existing
unserved demand of financial services in Pakistan and generate a new income stream for
both companies since each company alone did not have the capabilities to fill the market
on their own. The product created by these companies was called Easypaisa, an agent and
mobile-assisted payment service, and as a result, Telenor owned 51% of Tameer’s equity
structure (Mithe 2015). In Table 6, the business model of Easypaisa is presented.

Table 6. Easypaisa’s business model.

Key Characteristics Analysis

This company was initially launched as a money transfer service, which
empowers underserved masses by providing convenience, trust, and
freedom to their lives by facilitating various mobile money services.
Easypaisa operates as a branchless banking service facilitating their
customers’ financial transactions through convenient and fast digitalized
financial services (Easypaisa 2021a).

Business objective

Easypaisa is a product created by the partnership of Telenor and Tameer
Microfinance Bank. Each company oversaw the different tasks in the
value chain of this product. Telenor operated the system in the agents’
network, and Tameer was the core of the banking system, which was
highly regulated. Easypaisa focuses on reaching low-cost deposits from
the mass market to lower costs and increase profitability. Another
strategy is to expand their product portfolio by introducing more
innovative and suitable savings products to address customer needs
while reducing capital costs—for example, insurances, credits, and
enabling savings in gold (Mithe 2015).

Strategy

The target market for the mobile wallet was urban users and people who
already had bank accounts. However, the ads and promotions
considered a more comprehensive range of users in the initial OTC
(over-the-counter) transactions (Easypaisa 2021b).

Target market

The company invested millions of dollars in marketing and produced
high-quality advertisements. For the launch of Easypaisa, Telenor
focused on promoting and establishing the brand as a company that
wants to make people’s life easier. In the campaigns, they invested in

Marketing strategy education by explaining the functionality of the OTC products and then
mobile wallets. Easypaisa established awareness and trust in the new
brand through video and print ads with educative messages, explaining
that their services provide solutions to payments efficiently and
conveniently (CGAP 2011a).

Revenue is generated from different sources: customers (for transfer
Revenue streams transactions), utility companies (bill payments), and corporate clients
(mass disbursements) (Mithe 2015).
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Table 6. Cont.

Key Characteristics Analysis

In 2013, the principal transactions enabled by Easypaisa were as follows:
diverse types of payments, P2P transfers, increased air time credits, and
saving money (Mauree and Kohli 2013). Nonetheless, by 2015, more
transactions were enabled, such as domestic and international
remittances, salary disbursements, and savings products combined with
insurances (Mithe 2015). As an example of the costs of one type of
Transactions transaction, with withdrawal from an Easypaisa agent (in PKR) is
between 1 and 200 (EUR 0.0052-1.04), the charge for the company will be
7 (EUR 0.36). Nonetheless, when the amount is between 500 to 1000 (EUR
2.56-5.12), the charges for Easypaisa are 20 (EUR 0.1). Then the charges
for this company increase accordingly to the withdrawn amount. The
highest possible withdrawal is between 40,001 and 50,000 (EUR
207.32-259.15), and the charge is 690 (EUR 3.58) (Easypaisa 2021b).

According to Easypaisa, the current products are mobile banking,

Main products various products, and insurances (Easypaisa 2021b).

According to Easypaisa’s Annual Report, in 2019, the company registered
30 million customers with a country-wide branch network and over 150
thousand agents. Telenor continues to be a leader in FinTech in Pakistan
(S&P Global Market Intelligence 2020). In 2012, 2014, and 2017, Easypaisa
registered 2 million, 6 million, and 19.9 million users (Dalberg 2012;
GLOBE 2014; GLOBE 2017).

Users

The technology used by Easypaisa at the beginning was the USSD mobile
money option and at the agent transactions. Later, internet and
smartphone applications were enabled (Mithe 2015; Mauree and Kohli
2013). For the smartphone applications, the leading technologies used
were a private cloud, real-time screening for customers onboarding on
Easypaisa mobile account, business intelligence analysis, cashless service,
a DDosS functionality for protection against cyber-attacks, and others
(Telenor Microfinance Bank 2017).

Technology applied

The years after the launch of Easypaisa, other mobile money operators
entered the market. These companies joined in alliance with different
banks and provided various banking services. The principal competitors
are Omni and Mobicash Timepey (Mithe 2015).

Source: own illustration based on the guidelines for business model analysis in Mobile Money Study (International
Finance Corporation 2011) and specific Easypaisa’s information gathered from different sources.

Competitors

The most noticeable fact of this company is its beginnings because it was created
with a telecommunications company and a microfinance bank. This situation is different
from M-PESA and GCASH because a single company developed these examples from the
beginning. Easypaisa evolved rapidly despite the organizational and managerial issues
between Telenor and Tameer. According to the literature reviewed, this company continues
to lead the mobile money sector and has performed well during the COVID-19 crisis.
The company recorded a 35% increase in new activations, the daily transactions went up
by 17%, and the bank transfer via Easypaisa grew by 184%. Furthermore, the company
implemented economic relief efforts for customers, free-of-cost disbursements of various
government departments and private charities, facilitated donations, helped SMEs embrace
digital payments, and many more (Telenor Microfinance Bank 2017).

The literature reviewed found that each company rapidly gained users improving
access to financial services in the respective country. In the case of Nubank, it could be said
that it is too early to conclude that it is a successful case, but the company improved access
to credit cards in a country where the interest rates discouraged many people from access
to one.

It was analyzed and verified that each company strived to innovate and develop
new, accessible, simple, cheap, and convenient new products in every case. Therefore, all



J. Risk Financial Manag. 2022, 15, 62

21 of 46

selected companies evolved since their initial development and transactions. They started
providing specific mobile money services, and after some years, they are now providing
mobile banking services without being each of their banks. In Nubank’s founder’s words,
“this company is not a bank but a technology company that offers financial products that
meet demand needs (Sirota and Fratini 2018).”

In this research, by comparing each company’s progressive growth, it can be confirmed
that mobile banking companies have enough incentives to attend to the unbanked financial
needs because all of the selected companies are profiting well enough from millions of
transactions realized by the adult population, which is continuously increasing in devel-
oping economies. Furthermore, the competitiveness in this sector will foster innovation
in offering other types of products for farming activities and education. All these positive
effects of financial inclusion, according to Bill Gates, will help people to transform their
lives in emerging countries radically (Gates 2015).

The information gathered in this subsection will be analyzed after obtaining the
Pearson multivariable correlation analysis results in Section 3.4 to solve the second research
question through benchmarking, providing lessons for the Peruvian context.

3.3. The Situation of Financial Inclusion in Selected Emerging Markets

This section presents the environment-side factors in Kenya, Brazil, the Philippines,
and the demand-side indicators, which will help analyze and understand the impact of
the selected FinTechs on financial inclusion in each country. After realizing this holistic
analysis, it will be possible to find lessons for the Peruvian case.

This paper analyzes the impact of selected FinTech companies in financial inclusion
in their respective countries to gain lessons of their business models and country environ-
ments that can help Peruvian financial inclusion. The selected FinTechs are M-PESA in
Kenya, Nubank in Brazil, GCASH in the Philippines, and Easypaisa in Pakistan, which
revolutionized the financial sector in their respective countries. However, a comparative
study of their impact on financial inclusion in their respective country has not been per-
formed yet; therefore, the lessons obtained are helpful for the Peruvian situation due to
their practical implications and because they raise possible areas for further and deeper
research. Even though the financial markets of Kenya, Brazil, the Philippines, and Pakistan
analyzed in the study show a great degree of diversity, these countries have been selected
primarily because of successful FinTech companies operating there.

The environmental factors are exogenous conditions under which the financial sector
operates. Its importance must be taken into consideration because they influence the devel-
opment and performance of the entire system. These factors are mainly macroeconomic
context, geographical characteristics, public policies, infrastructure, and others that impact
the supply and demand forces (Sotomayor et al. 2018). According to Rojas-Suarez and
Gonzales (2010), a precise comparison regarding financial inclusion should be between
countries at a similar stage of development. This is due to the specific country characteris-
tics and because companies adapt their services and deliver a value proposition that suits
people’s needs (GLOBE 2021). Other topics considered when selecting these countries were
similar barriers to financial inclusion, such as the geographical conditions, infrastructure
available, and regulatory factors (Barajas et al. 2020; Braga et al. 2013).

In association with the environmental factors, demand-side elements will be presented
that provide information regarding access and usage of financial products per country.
These factors include socio-economic and demographic characteristics such as financial
literacy, multiculturality, employment status, and income levels (Sotomayor et al. 2018).

From the demand side in the selected countries, six out of more than two hundred
indicators provided by the World Bank were chosen in a comprehensive dataset called “the
Global Findex Database 2017,” which covers how adults save, borrow, make payments
and manage risk. The last survey round was delivered in 2017, and it includes more than
140 countries in the world (Demirgtic-Kunt et al. 2018).
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The selected indicators for this research project were chosen considering the most
preferred financial services in the literature review. These are accounts, mobile money
accounts, remittances, credit cards, debit cards, and savings (Stein et al. 2011; Barajas et al.
2020). The Global Findex Database does not include insurance indicators in the dataset for
the selected countries. Therefore, the chosen indicators regarding payments, savings, and
credits are shown in Table 7.

Table 7. Selected indicators from Findex Dataset (Jentzsch 2012).

Indicator Definition

It is defined as owning an account either at a formal financial
institution or through a mobile money provider not linked to a
financial institution (Demirgti¢-Kunt et al. 2018).

Account ownership (%
age 15+):

It is limited to services that can be used without an account at a
Mobile money account  financial institution. This indicator measures the percentage of people
(% age 15+) who used a mobile money service in the past 12 months
(Demirgtii¢-Kunt et al. 2018).

Sent or received
domestic remittances
through a mobile
phone (% age 15+)

Refers to the percentage of people who reported sending to or receiving
money from a relative friend in the same country through a mobile
phone in the past 12 months (Demirgiic-Kunt et al. 2018).

Refers to the percentage of people who reported having a credit card.
This is an important indicator because a credit card is a payment
instrument and a source of credit. It is believed that the introduction of
credit cards might have affected the demand for and use of short-term
credit (Demirgiic-Kunt et al. 2018).

Credit card ownership
(% age 15+)

Debit cards are used to make direct payments and withdraw money.
This definition refers to the percentage of people who reported having
a debit card (Demirgtic-Kunt et al. 2018).

Debit card ownership
(% age 15+)

This concept refers to the percentage of people who reported saving or
setting aside money at a bank or another financial institution in the past
12 months. This indicator is important to measure the savings because
having an account does not imply formal savings (Demirgtic-Kunt et al.
2018).

Source: own illustration based on selected indicators of the Global Findex Database (Demirgiic-Kunt et al. 2018).

Saved at a Financial
Institution (% age 15+)

3.3.1. Kenya

A summarized overview of Kenya is presented in Table 8.

Table 8. Country overview—Kenya.

Characteristic Situation

Kenya has low plains rising to central highlands bisected by the
Great Rift Valley and a fertile plateau in the west. Area:

224,961 sq. miles. The population in Kenya is very concentrated
in the west along the shore of Lake Victoria, the capital of Nairobi,
and along the Indian Ocean coast (CIA.gov 2021b).

Geographical conditions and
population distribution

The population of Kenya between 15 and 64 years was, in the
years 2011, 2014, and 2017, 23.7, 26.1, and 28.8 million inhabitants,

Population respectively. In 2020, the population was 31.7 million (World Bank
2020c).
Infrastructure available By 2019, the mobile phone subscriptions per 100 inhabitants were

(mobile phone penetration)  104.22 (CIA.gov 2021b).
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Table 8. Cont.

Characteristic Situation

According to the Rule of Law index, Kenya is ranked in the 102nd
position out of 128 countries, and its score is 0.45, which means

The rule of law law enforcement and the institutions are weak and that there are
corruption problems in this country (The World Justice Project
2020).

In 2015, a survey found that 38% of the Kenyan population was
financially literate Klapper et al. 2015).

Financial literacy

In 2017, 36.6% of the market was concentrated in a few banks

Banking concentration (World Bank 2020c).

The principal ethnic groups are Bantu, Nilo-Saharan, Afro-Asiatic,
and others. The main languages spoken in this country are
English, Kiswabhili, and numerous indigenous languages. In
Kenya, there is religious diversity (CIA.gov 2021b).

Multiculturality

Employment to population ~ In 2019, the pre-pandemic year, the employment rate in Kenya
ratio was 72.31% (World Bank 2020c).

Gross National Income per

capita In 2020 the GNI per capita was USD 1760 (World Bank 2020c).

Source: own illustration based on specific information about Kenya.

A synthesized diagnosis of the Kenyan context of financial inclusion is shown in
Table 9.

Table 9. Selected indicators regarding financial inclusion in Kenya.

Indicator 2011 2014 2017
Account ownership (% age 15+): 42% 75% 82%
Mobile money account (% age 15+) - 58% 73%
Sent or received domestic remittances through a ) 64% 63%
mobile phone (% age 15+)
Credit card ownership (% age 15+) 6% 5% 6%
Debit card ownership (% age 15+) 30% 35% 38%
Saved at a Financial Institution (% age 15+) 23% 30% 27%

Source: own illustration based on the Global Findex Database (Demirgiic-Kunt et al. 2018).

For Kenyan's case, it can be said that mobile money accounts, bank accounts, and
remittances are more accessible and reliable products than debit or credit cards from this
initial data. The low saving culture can be related to a lack of trust in financial institutions,
poor financial literacy rates, and the economic constraints of households, considering that
Kenya is a lower-middle-income country in Africa. One of the reasons why credit card
ownership remains very low in this country can be related to the concurrence of predatory
lending by FinTech companies. Due to this reason, the parliament of Kenya considered
regulating non-cash payments and establishing an authority called the Financial Market
Conduct Authority to oversee FinTech companies. Moreover, a data protection law was
implemented to protect personal financial information (Economist Intelligence Unit 2019).

The overall financial inclusion score is above the average (55/100) in the region and
the group of lower-middle-income peers. The government and policy support, market
stability and integrity, and consumer protection rules and infrastructure have an above-
average score, indicating that this country’s financial inclusion environment is favorable.
However, the dimension of products and outlets means challenges because the score
obtained (33/100) locates Kenya far under average peer countries in Sub-Saharan Africa
and lower-middle-income countries (Economist Intelligence Unit 2019).
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3.3.2. Brazil

Table 10 presents a brief general overview of this country.

Table 10. Country overview—Brazil.

Characteristic Situation

The territory of Brazil is primarily flat, but there are some rolling
Geographical conditions  lowlands in the north, some plains, hills, mountains, and a narrow
and population coastal belt. Area: 3 million sq. miles. Most of the population lives
distribution along the Atlantic coast in the east, mainly in Sao Paolo, Brasilia, and
Rio de Janeiro (CIA.gov 2021a).

The adult population in Brazil (ages 15 to 64) in 2020 was roughly
Population 148.1 million. In 2011, 2014, and 2017, the population was 135.6, 140.7,
and 144.8 million inhabitants, respectively (World Bank 2016).

Infrastructure available
(mobile phone
penetration)

By 2019, the subscriptions per 100 inhabitants were 123.76 (CIA.gov
2021a).

According to the Rule of Law indeXx, Brazil is ranked in the 67th
position out of 128 countries, and its score is 0.52, which means the

The rule of law law enforcement and the institutions are weak and that there are
corruption problems in the government (The World Justice Project
2020).

In 2015, a survey found that 35% of the Brazilian population was
financially literate (World Bank 2016).

In 2017, 56.6% of the market was concentrated in a few banks (World
Bank 2020a).

Financial literacy

Banking concentration

The ethnic groups living in Brazil are white 47.7%, mulatto 43.1%

(mixed white and black), black 7.6%, Asian 1.1%, and indigenous
Multiculturality 0.4%.

The most widely spoken language is Portuguese. However, there are

many minor Amerindian languages (CIA.gov 2021a).

Employment to In 2019, the pre-pandemic year, the employment rate in Brazil was
population ratio 56.7% (World Bank 2020a).

Gross National Income

per capita In 2020 the GNI per capita was USD 7850 (World Bank 2021a).

Source: Own illustration based on specific information about Brazil.

A synthesized diagnosis of the Brazilian context of financial inclusion is shown in
Table 11.

Table 11. Selected indicators regarding financial inclusion in Brazil.

Indicator 2011 2014 2017

Account ownership (% age 15+): 56% 68% 70%
Mobile money account (% age 15+) - 1% 5%

Sent or received domestic remittances through a ) 0% 1%

mobile phone (% age 15+)

Credit card ownership (% age 15+) 29% 32% 27%

Debit card ownership (% age 15+) 41% 59% 59%

Saved at a Financial Institution (% age 15+) 10% 12% 14%

Source: Own illustration based on the Global Findex Database (Jentzsch 2012).

Brazil’s overall financial inclusion score is superior to the average in Latin American
and Caribbean countries and the group of upper-middle-income countries. The supply
side of products and outlets has improved in presence and quality. It could be said that this
positive outcome in 2020 was due to the efforts of the government, the Central Bank, and
the financial sector of Brazil.
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3.3.3. The Philippines

In Table 12, a brief general overview of this country is presented.

Table 12. Country Overview—The Philippines.

Characteristic Situation

The Philippines is an archipelagic country composed of islands,
mountains, and extensive coastal lowlands. Area: 115,831 sq.
Geographical conditions and  miles. The population in this country is concentrated where good
population distribution farmlands lie, principally in the north of the country (Luzon),
some islands, and in the capital city, Manila, where one-eighth of
the entire national population resides (CIA.gov 2021e).

The adult population in the Philippines (ages 15 to 64) in 2020
was roughly 70.6 million. In 2011, 2014, and 2017, the population

Population was 59.3, 63.1, and 66.8 million inhabitants, respectively (World
Bank 2021a).
Infrastructure available By 2019, the subscriptions per 100 inhabitants were 155.61

(mobile phone penetration) (CIA.gov 2021e).

According to the Rule of Law index, the Philippines is ranked in
the 91st position out of 128 countries, and its score is 0.47, which

The rule of law means that law enforcement and the institutions are weak and
that there are corruption problems in the government (The World
Justice Project 2020).

In 2015, a survey found that 25% of the population was financially

Financial literacy literate (Klapper et al. 2015).

In 2017, 47.4% of the market was concentrated in a few banks

Banking concentration (World Bank 2021a).

This country is culturally very diverse. There are more than seven
ethnic groups dispersed in its territories. Therefore, there are
many languages and dialects as well. Nevertheless, the official
language is Filipino and English (CIA.gov 2021e).

Multiculturality

Employment to population  In 2019, the pre-pandemic year, the employment rate in the
ratio Philippines was 58.79% (World Bank 2021a).

Gross National Income per

capita In 2020, the GNI per capita was USD 3430 (World Bank 2021a).

Source: Own illustration based on specific information about the Philippines.

Before the COVID-19 crisis, the country had made progress in inclusive growth,
declining poverty rates, and increasing real wages, which generated dynamic consumption
behaviors. Table 13 presents a synthesized diagnosis of the Philippines’ context of financial
inclusion.

Table 13. Selected indicators regarding financial inclusion in the Philippines.

Indicator 2011 2014 2017
Account ownership (% age 15+): 27% 31% 34%
Mobile money account (% age 15+) - 4% 5%

Sent or received domestic remittances through a

mobile phone (% age 15+) ) 6% 5%

Credit card ownership (% age 15+) 3% 3% 2%
Debit card ownership (% age 15+) 13% 20% 21%
Saved at a Financial Institution (% age 15+) 15% 15% 12%

Source: own illustration based on the Global Findex Database (Demirgtic-Kunt et al. 2018).

The indicators of financial inclusion in the Philippines are low. Account and debit
card ownership represents the higher percentage, showing progress through the years.
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However, the other indicators remain low. These results indicate an essential gap to provide
suitable financial products and services to the population’s needs.

This country, since 2016, has created a governmental institution that guides and
oversees the implementation of the National Strategy for Financial Inclusion, which places
a particular focus on digital financial inclusion and financial and digital literacy. However,
an important issue was ensuring interoperability in retail payments because of the limited
number of operators and the high transaction costs (Economist Intelligence Unit 2019).

The present outlook of financial inclusion in the Philippines is promising. This country
was recognized in 2016 as an ideal place for developing digital and financial products and
services due to its large young population, positive annual GDP growth, fast-growing
internet penetration, and mobile phones engagement. Therefore, Smart Money and GCASH
approached this market in new ways (Hasnain et al. 2016).

The overall financial inclusion score is higher than peers in East and South Asia and
higher than in lower-middle-income countries. This outcome is a positive sign that the
measures introduced by authorities since 2016 may have provided better governmental and
policy support, stability to the financial system, and consumer protection rules. Therefore,
the supply of products and services has increased, and this country’s overall financial
inclusion situation has improved. However, there are still gaps to improve, especially
regarding implementing adequate infrastructure to connect this country’s remote rural and
low populated areas.

3.3.4. Pakistan
In Table 14, a brief general overview of this country is presented.

Table 14. Country overview—Pakistan.

Characteristic Situation

The territory of this country is divided into three major
geographic areas, the northern highlands, the Indus River plain in
the center and east, and the Balochistan Plateau in the south and
west. Area: 339,697 sq. miles. The population in this country is
concentrated in the largest cities, such as Karachi and Lahore
(CIA.gov 2021c).

Geographical conditions and
population distribution

The adult population in Pakistan (ages 15 to 64) in 2020 was
roughly 134.3 million.

In 2011, 2014, and 2017, the population was 107.1, 116, and 125.1
million inhabitants, respectively (World Bank 2020b).

Population

Infrastructure available
(mobile phone penetration)

By 2019, the subscriptions per 100 inhabitants were 72.33
(CIA.gov 2021c).

According to the Rule of Law indeXx, Pakistan is ranked in the
120th position out of 128 countries. Its score is 0.39, which means
law enforcement and institutions are feeble, and this country has
serious corruption problems (The World Justice Project 2020).

The rule of law

In 2015, 26% of the Pakistani population was financially literate

Financial literacy (World Bank 2020b).

In 2017, 44.1% of the market was concentrated in a few banks
(World Bank 2020b).

Pakistan is a very diverse country. There are around seven

Banking concentration

Multiculturality

different ethnic groups and languages in the same region
(CIA.gov 2021c).

Employment to population
ratio

In 2019, the pre-pandemic year, the employment rate in Pakistan
was 50.42% (World Bank 2020b).

Gross National Income per
capita

In 2020, the GNI per capita was USD 1280 (World Bank 2020b).

Source: own illustration based on specific information about Pakistan.
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Table 15 presents a synthesized diagnosis of the Pakistani context.

Table 15. Selected indicators regarding financial inclusion in Pakistan.

Indicator 2011 2014 2017
Account ownership (% age 15+): 10% 13% 21%
Mobile money account (% age 15+) 6% 7%

Sent or received domestic remittances through a

mobile phone (% age 15+) 1% 5%

Credit card ownership (% age 15+) 1% 0% 1%
Debit card ownership (% age 15+) 3% 3% 8%
Saved at a Financial Institution (% age 15+) 1% 3% 6%

Source: own illustration based on the Global Findex Database (Demirgiic-Kunt et al. 2018).

In this country, the financial inclusion indicators are shallow. From 2011 to 2017, the
improvement of each indicator has increased but not inclusively. In 2017, only 21% of
adults had a bank account, 7% a mobile money account, and low other indicators.

The overall financial inclusion in Pakistan is above average among lower-middle-
income countries and East and South Asia groups. According to this evaluation, the
governmental policies and support and consumer protection environment have improved.
The scores for the availability of products and outlets and the infrastructure that supports
financial services and products are above average, indicating an improvement compared to
lower financial inclusion indicators of the Global Findex Database in 2017.

A summary of every country’s environment overview is presented in Appendix A
to comprehend the situation of the analyzed countries from a comparative and holistic
perspective.

3.4. Pearson Multivariable Correlation Analyses

This subsection develops four Pearson multivariable correlation analyses to search
if the presence of the FinTech (a) in Country (A_—the percentage of the population of
Country (A) that is a customer of FinTech (a)—has a linear relationship with the most
common and basic financial inclusion indicators studied in Sections 3.2 and 3.3. Table 16
presents the independent and dependent variables.

Table 16. Independent and dependent variables.

Independent Variable The Population of Country (A) and User of FinTech (a)

1. Account (% age 15+)

2. Mobile money account (% age 15+)

3. Sent or received domestic remittances: through a mobile
Dependent variables phone (% age 15+)

4. Credit card ownership (% age 15+)

5. Debit card ownership (% age 15+)

6.  Saved at a financial institution (% age 15+)

Source: own illustration based on data from Global Findex Database (Demirgtic-Kunt et al. 2018).

The purpose of conducting a Pearson correlation analysis is to find if the respective
FinTech has a role in financial inclusion in the respective country.

3.4.1. M-PESA in Kenya

To analyze if M-PESA has a role in Kenya’s financial inclusion, the percentage of the
population in Kenya that is M-PESA registered users must have been known. Table 17
illustrates this procedure.
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Table 17. Calculation of population of Kenya that is M-PESA user (%).
Users of Fintech (a) in Country (A) 2011 2014 2017
M-PESA Customers (million) 13.8 19.3 27.0
The population of Kenya above 15 years (million) 23.7 26.2 28.8

The population of Kenya as M-PESA users above 15 years (%) 58.23 73.66 93.75
Source: own illustration based on World Bank database (Pinar Ardic et al. 2011) and Safaricom (2021).

After this first simple calculation, the corresponding step is to conduct a multivariable
correlation analysis between the independent variable “population of Kenya that is M-PESA
user” and the six selected financial inclusion indicators shown in Table 18.

Table 18. Correlation analysis for M-PESA in Kenya.

The Population of Kenya as M-PESA Users
above 15 Years

The population of Kenya as M-PESA users

above 15 years 1.00
Account (% age 15+) 0.91
Mobile money account (% age 15+) 0.92
Sent or received domestic remittances through 0.82
a mobile phone (% age 15+) '

Credit card ownership (% age 15+) —0.19
Debit card ownership (% age 15+) 0.98
Saved at a financial institution (% age 15+) 0.44

Source: own illustration.

This analysis indicates a very high correlation of the percentage of the population of
M-PESA’s customers in Kenya and the ownership of an account, mobile money account,
and debit card ownership. Likewise, a high correlation between the independent variable
and the percentage of people who sent or received domestic remittances through a mobile
phone can be identified.

Considering that this company generates most of its revenue from mass transactions
such as transferences and payments, these results make sense.

Regarding the technology applied (SIM toolkit), which initially required the change of
old SIM cards, it did not discourage people from registering with M-PESA. This result can
indicate that the benefit of accessing financial services was more significant than the hassle
and cost of changing a SIM card.

These results also identified a moderate correlation between the independent variable
and the percentage of people who saved at a financial institution and a negative correlation
with credit card ownership.

This outcome can be explained considering that M-PESA’s value proposition, market-
ing strategy, and revenue stream, in the beginning, were not focused on fostering a savings
culture or giving credits. This research found that M-PESA’s expansion to banking services
such as savings began in 2012 when this company partnered with the Commercial Bank
of Africa (Safaricom 2014). Therefore, it will be interesting to analyze this indicator in the
upcoming years.

From the demand side, a reason that could explain the low percentage of people who
saved at a financial institution remains basically on Kenya’s lower financial literacy rate
(38%) and the low GNI per capita in this country.

Considering that most of the indicators present a positive high and very high cor-
relation, the answer to RQ1y.pgsa is that M-PESA effectively has a role in the financial
inclusion in Kenya across many of its dimensions. Hence, Hlagenya can be confirmed
because these results verify that M-PESA positively affects financial inclusion in Kenya,
and there will be lessons to be learned from its business model.

After analyzing the results, RQ2\.pgsa can be answered by describing the lessons
learned of the characteristics of M-PESA’s business model and country environment. There-
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fore, one of the possible success factors is M-PESA’s strategy of focusing on specific essential
financial products and targeting masses with simple messages; educating people about the
benefits of accessing and using formal financial services; the planned and scaled installa-
tion of the agents’ network; and engaging with local culture and active agent networking.
Moreover, the scaled price structure of one of the services (withdrawals) indicates the lower
cost of realizing transactions, which could have had a positive incentive on Kenyans to
learn multiple transactions due to the lower costs involved.

The lesson gained regarding the technology applied for M-PESA at the beginning
(SMS Toolkit) is its simplicity in delivering essential financial services because it proved to
have higher benefits than banking sector services. After all, if installing a new mobile SIM
card is cheaper and easier than going to a bank access point, then it is likely that people
will decide to obtain a mobile SIM card to realize transactions even from home.

Finally, another characteristic to be observed from the Kenyan environment is the
lower concentration of the financial sector, the fewer direct competitors of M-PESA, and
a clear regulatory framework that probably fostered the first actions of this company
efficiently. However, it was noted that recently the government implemented regulations
for lenders and customer protection, which can impact the indicator regarding savings in
the future.

3.4.2. Nubank in Brazil

Table 19 presents Brazil’s Nubank users (the independent variable).

Table 19. Calculation of population of Brazil that is Nubank user (%).

Users of Fintech (a) in Country (A) 2011 2014 2017
Nubank Customers (million) 0.0 0.0 3.0
The population of Brazil above 15 years (million) 135.6 140.6 144.8
The population of Brazil as Nubank users above 15 years (%) 0.00 0.00 2.07

Source: own illustration based on World Bank (World Bank 2016) database and Statista (2021).

In this case, a complete evaluation could not be performed due to the lack of data.
However, it was possible to find the following with the available data shown in Table 20.

Table 20. Correlation analysis for Nubank in Brazil.

The Population of Brazil as Nubank Users
above 15 Years

The population of Brazil as Nubank users

1.00
above 15 years
Mobile money account (% age 15+) 0.99
Credit card ownership (% age 15+) —-0.83

Source: own illustration.

From these results, a high correlation between Brazil's population, Nubank users, and
the percentage of people who own a mobile money account can be confirmed. However,
there is a high negative correlation with the percentage of people who own a credit card.
These results can be explained by the lower rate of mobile money accounts in Brazil in 2017
and the increasing popularity and new subscriptions to Nubank in the same year.

Although these results indicate that Nubank has no role in financial inclusion in
Brazil, it could be interesting to know the results from 2017 to 2021. Up to date, Nubank
has 40 million customers in Brazil (Statista 2021), which means that this year, 27% of the
population of Brazil older than 15 years is a customer of Nubank. The insufficient data for
conducting this correlation analysis made it necessary to search for another similar indicator
found in the Brazilian Central Bank database. After retrieving information regarding the
change of credit activity of households from 2015 to 2020 (The World Bank 2021), the report
was complete for conducting correlation analysis, as shown in Table 21.
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Table 21. Indicators to analyze Brazil (2015-2020).

Indicators 2015 2016 2017 2018 2019 2020
The population of Brazil as
Nubank users above 15 years (%) 03 09 20 4.0 70 170
Credit operations (12-month %) _106 124 11.0 177 215 9.0

change households

Source: own illustration based on information collected from the Brazilian Central Bank (World Bank 2020a) and
Nubank (Nubank 2021).

The independent variable remains the percentage of the Brazilian population of
Nubank customers, and the dependent variable is credit operations (12-month % change in
households). The proportion of Nubank’s customers was obtained from Statista, consider-
ing the current clients of this company and the total population of Brazil from 2016 to 2020
(Statista 2021). In Table 22, the correlation analysis between these mentioned variables is
presented.

Table 22. Correlation analysis for Nubank in Brazil.

The Population of Brazil as Nubank Users
above 15 Years (%)

The population of Brazil as Nubank users
above 15 years (%)
Credit operations (12-month %) change
households

Source: own illustration.

1.00

0.44

This correlation analysis shows a non-significant correlation between customers of
Nubank in Brazil and the credit operations in this country. Therefore, the answer to
RQ1Nypank is that Nubank does not have a significant role in financial inclusion in Brazil.
Hence, H1p;4,i is confirmed because after conducting these correlation analyses, the results
indicate that Nubank does not have a role in financial inclusion in Brazil.

After analyzing the results, RQ2Nypank can be answered by identifying factors that
impeded the impact of Nubank on financial inclusion in Brazil. These factors could be the
high banking concentration, lower employment rate despite a middle-high GNI per capita,
and lower financial literacy rates. Additionally, Brazil's extensive territory and population
are concentrated in large cities, and being culturally diverse, among other factors, could
have harmed financial inclusion in this country, making it difficult for companies to provide
mobile money solutions to people living in remote areas who speak another language.

What is remarkable about Nubank is its ability to challenge a high concentrated market
by providing no fees, fast, easy, and convenient 100% digital financial services. The value
proposition and the revenue stream of this start-up ensured its rapid growth and its positive
revenue in the year 2020, during the COVID-19 crisis, indicates that Nubank is positioning
in the Brazilian financial sector, and it will be interesting to analyze if in the upcoming
years this company will have an impact on financial inclusion in Brazil.

3.4.3. GCASH in the Philippines

Table 23 presents how the percentage of the population in the Philippines that is
GCASH users was calculated.
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Table 23. Calculation of population of the Philippines as GCASH user (%).
Users of Fintech (a) in Country (A) 2011 2014 2017
GCASHCustomers (million) 1.3 3.0 5.1
The population of the Philippines above 15 years (million) 59.4 63.2 66.9

The population of the Philippines as GCASH users above 15 years (%)  2.19  4.75 7.62

Source: own illustration based on World Bank database (World Bank 2020d) and Globe (GLOBE 2014; GLOBE
2017).

Table 24 presents the multivariable correlation analysis for GCASH in the Philippines
to determine if this company has a role in financial inclusion in this country.

Table 24. Correlation analysis for GCASH in the Philippines.

The Population of the Philippines as
GCASH Users above 15 Years

The population of the Philippines as GCASH

users above 15 years 1.00
Account (% age 15+) 0.99
Mobile money account (% age 15+) 0.88
Sent or received domestic remittances through 0.79
a mobile phone (% age 15+) '
Credit card ownership (% age 15+) —0.87
Debit card ownership (% age 15+) 0.88
Saved at a financial institution (% age 15+) —0.87

Source: own illustration.

The results indicate a very high correlation of the independent variable (Population
of the Philippines and GCASH users) and the dependent variable account ownership.
Likewise, a high correlation is visible with the following variables: mobile money account,
sent or received domestic remittances, and debit card ownership. There are two high
negative correlations with the variables: credit card ownership and savings at a financial
institution.

The high coefficient correlations obtained make sense because GCASH generates most
of its revenue from remittances, payments, deposits, withdrawals, purchases, and others
easily realized through mobile money accounts, bank accounts, and debit cards.

The results obtained indicate that the strategy of this company to deliver its value
proposition was successful because it gained customers constantly in the studied period,
and it has expanded its customer base even during the COVID-19 crisis (from 1.3 million
customers in 2011 to 33 million in 2021). Therefore, it is logical that GCASH impacts these
dimensions of financial inclusion in the Philippines.

From the demand side, the obtained results make sense because the constant growth of
this country’s population, high mobile phone subscriptions, and increasingly middle-class
population (GNI per capita USD 3530 in 2017) facilitate consumption and encourage saving
habits there is a need to circulate money. This overall situation is optimal for a provider of
mobile money services, such as GCASH.

The Philippine environment contributes to the results because the complex geography
conditions of this archipelagic country and the weak institutions and law enforcement dis-
courage the traditional banking sector from building branches or access points. Therefore,
where traditional banks do not have incentives to expand, mobile money operators have a
lower risk of offering essential financial services.

The results present that GCASH has a high negative correlation coefficient with
the percentage of people who saved at a financial institution and credit card ownership.
This outcome makes sense because, differently from M-PESA, G-CASH did not apply
educational content in its marketing campaigns nor a strategy that brings together the
different ethnic groups in this country. Furthermore, the lack of know-how of the banking
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sector could influence this negative outcome. Again, from the environment side, these
negative coefficient correlation results make sense because financial literacy in this country
is weaker than in Kenya, indicating the limited knowledge of fundamental financial aspects
such as the benefits of saving, the calculation of interest rates, or how to avoid over-
indebtedness.

After evaluating the results, and overall positive correlation was found with most de-
pendent variables. The answer to RQ1gcasy is that GCASH has a role in financial inclusion
in the Philippines across many dimensions. Hence, Hlappjlippines can be confirmed because
these results verify that GCASH positively affects financial inclusion in the Philippines,
and there will be lessons to be learned from its business model.

After analyzing the results, RQ2gcasy can be answered by describing the lessons
learned of the characteristics of the business model and country environment of GCASH.
Therefore, one of the possible success factors is GCASH’s initial strategy by delivering its
value proposition—facilitate mobile money transactions through prepaid credit—via the
system created by Globe telecom and the agent points, without the participation of banks.
This initial approach could have given the company the flexibility to provide services that
the traditional financial sector managed.

Regarding the lower correlations with credit cards and services, an important lesson to
be learned is the importance of alliances with banks to expand the provision to traditional
financial services such as savings accounts, credit cards, and others due to the exclusive
know-how that banks possess, which could complement the innovative technologies that a
FinTech provides. Nonetheless, the outcome of alliances with banks to offer other types of
financial services such as borrowings or investments should be analyzed in the upcoming
years after GCASH has adapted its business model and value proposition to the new
products and services provided.

Likewise, in M-PESA’s case, an important lesson is to service technology easy to
adapt and obtain. The SIM Toolkit technology requires changing the original SIM card.
Still, when the benefits and conveniences to the users are more significant than accessing
traditional banking access points, people will likely decide to obtain a mobile SIM card to
make transactions from home.

3.4.4. Easypaisa in Pakistan

Table 25 presents the calculation of the percentage of the population in Pakistan as
Easypaisa users, which is the independent variable.

Table 25. Calculation of population of Pakistan as Easypaisa user (%).

Users of Fintech (a) in Country (A) 2011 2014 2017
Easypaisa Customers (million) 2.0 6.0 19.9
The population of Pakistan above 15 years (million) 107.1 116.1 125.2

The population of Pakistan as Easypaisa users above 15 years (%) 1.87 517 15.89

Source: own illustration based on World Bank database (World Bank 2020d) and Globe (GLOBE 2014; GLOBE
2017).

The obtained data are used to conduct the multivariable correlation analysis that
aims to understand the relationship between the independent variable and the financial
inclusion indicators for this country. In Table 26, the results are presented.

The results indicate a very high coefficient correlation of the independent variable and
most of the dependent variables, such as account ownership and the percentage of people
who sent or received domestic remittances through mobile phones, debit card ownership,
and savings at a financial institution. There is a high coefficient correlation with the variable
mobile money accounts and a moderate correlation with credit card ownership.

The overall outcome of the correlation analysis indicates that despite Easypaisa’s
influence on financial inclusion in Pakistan, most of the Pakistani population in 2017
did not have access to financial services. Nevertheless, the high and positive coefficient
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correlations could indicate that Easypaisa strives to reach more customers. Still, the entire
environment of the country and the demand side factor is not optimal.

Table 26. Correlation analysis for Easypaisa in Pakistan.

The Population of Pakistan as Easypaisa
Users above 15 Years

The population of Pakistan as Easypaisa users

above 15 years 1.0000

Account (% age 15+) 0.9999

Mobile money account (% age 15+) 0.7819

Sent or received domestic remittances through 0.9981
a mobile phone (% age 15+) ’

Credit card ownership (% age 15+) 0.5695

Debit card ownership (% age 15+) 0.9769

Saved at a financial institution (% age 15+) 0.9846

Source: own illustration.

Back to the correlation analysis, it was found that Easypaisa, in contrast to M-PESA and
GCASH, strongly influences the percentage of people who saved at a financial institution
and has a moderate influence on credit card ownership. This result is remarkably different
because M-PESA and GCASH did not influence those products.

Since the results indicate an overall positive high and very high correlations, the
answer to RQ1gasypaisa is that Easypaisa has an essential role in the financial inclusion in
Pakistan in many of its dimensions. Hence, Hlap,yistan can be confirmed because these
results verify that Easypaisa positively affects financial inclusion in Pakistan, and there will
be lessons from its business model.

After analyzing the results, RQ2g,sypaisa can be answered by describing the lessons
learned of the characteristics of Easypaisa’s business model and country environment. One
of the possible success factors of this company is the original partnership by Telenor and
Tameer Microfinance Bank because it provided this company’s value proposition enough
know-how to design various financial products.

Therefore, the lesson to be learned from Easypaisa’s strategy is the critical value
that financial institutions contribute to FinTech regarding the know-how of typical and
traditional financial services and products. This reason probably influences Easypaisa’s
higher impact on credits and savings. Furthermore, the strategy applied by adapting their
products to people’s needs and investing in high-quality and educative advertisements
is probably some of the additional reasons for the high impact of Easypaisa on Pakistani
financial inclusion.

Another success factor could have been the scaled price structure of one of Easypaisa’s
services. In the example of withdrawals, the cost involved in making this transaction is
meager. Like M-PESA and GCASH, the prices are affordable for all population sectors.
Therefore, the access and usage of Easypaisa’s system increased over the years. Nonetheless,
a large population sector is still excluded from these services.

The lesson gained regarding the technology applied for Easypaisa (USSD menu en-
cryption) to deliver essential financial services requires learning the mobile’s menu options
to send and receive money through agents. Unlike M-PESA and GCASH, this approach
did not require changing the SIM card. Indeed, it was a success factor because if learning a
mobile-based program is cheaper and easier than going to a bank access point, people will
likely decide to learn this program.

4. Discussion: Lessons for Peruvian Financial Inclusion

After analyzing the role of each studied company in financial inclusion in their re-
spective countries, several lessons were learned for the Peruvian situation. The Peruvian
context in 2017 reported shallow indicators in financial inclusion, which can be explained
due to the complicated geographical conditions that exclude remote areas in the Andes and
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the jungle. Moreover, the population is highly concentrated in the big cities, which creates
incentives for mobile operators and banks to attend to the demand in these big cities.

The demand side found that the GNI per capita is USD 6010, with higher employment
rates and high mobile phone subscriptions per 100 inhabitants (123.7). Therefore, it could be
said that any mobile money operator would have significantly impacted financial inclusion
if the optimal conditions for this type of project were given.

Furthermore, it could be assumed that multiculturality, language diversity, and lower
financial literacy could not be determinant barriers to mobile money operators. In countries
such as Kenya, the Philippines, and Pakistan, these factors did not impede the expansion
of mobile money operators. This specific situation can be part of a deeper study, but this
exploratory research indicates that other companies had success despite similar unfavorable
conditions.

From the supply side, the most crucial observation is the high banking concentration
in this country (72.7%). This indicator implies high barriers for competitors to enter this
market.

Nevertheless, there are lessons that the studied cases have provided. Firstly, the
need for partnerships between banks and FinTechs because both companies complement
their value proposition to be delivered properly. Bim’s approach and the existing mobile
wallets can likely disrupt financial inclusion in Peru. A future study can confirm this
hypothesis when there are enough public data. Nonetheless, regulation incentives must
orient companies to facilitate the access and usage of financial services and not fight for
market share.

Secondly, FinTechs and banks should conduct marketing strategies with a highly
educational message that reaches all the population and engages with local culture. As ob-
served in the case of M-PESA and Easypaisa, this strategy creates confidence and incentives
for people to access and use financial services.

Thirdly, the low cost of the charges to each transaction is one of the most important
aspects because the benchmarking realized was compared three hypothetical transactions
and the respective charges. In Table 27, the details are presented.

Table 27. Comparison price structure of withdrawals.

M-PESA CASH EASYPAISA
. (KES) 100-500 (PHP) 200 (PKR) 500-1000
Withdrawal amount (EUR) 0.77-3.87 (EUR) 3.39 (EUR) 2.56-5.12
Charee (KES) 27 (PHP) 4 (PKR) 20
8 (EUR) 0.21 (EUR) 0.068 (EUR) 0.1

Source: own illustration based on M-PESA (Safaricom 2021), Globe (GLOBE 2014; GLOBE 2017), and Easypaisa
(Easypaisa 2021b).

The price of each transaction is considerably low compared to the amount withdrawn.
In this case, Peruvian FinTechs can pursue a lower cost to gain users due to the high
banking concentration and high competition.

Finally, the technology to be applied must be easy to use and understand for all types
of users, whether poorer or wealthier. Therefore, the SIM Toolkit and USSD technologies
should be available for all mobile operators because these technologies have proven to
facilitate mobile money transactions. Thus, smartphone applications can discourage the
poorer sectors of the population from accessing BIM or other mobile wallets since all
population segments cannot afford the cost associated with a smartphone.

5. Conclusions

This research began by questioning how Peru could improve its financial inclusion
indicators to help its population access and use formal financial services to enhance their
lives prevent the COVID-19 or any other virus transmission, and efficiently provide fi-
nancial help to vulnerable families unbanked. It was necessary to learn and comprehend
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essential concepts such as financial inclusion and efficient methods to answer this problem
statement.

Financial inclusion understood as a market failure in which supply, demand, and
country environment forces play a role, is the most accurate approach developed by the
literature because that is how the problem of financial exclusion can be addressed and
measured by policymakers, financial institutions, and relevant stakeholders on this matter.
Additionally, through this approach, it is possible to comprehend financial inclusion as a
multidimensional topic that requires further and deeper studies that allow policymakers
and Governments to formulate and apply adequate measures to achieve high access and
usage of formal financial services in developing countries.

In 2004, 2008, 2009, 2013, respectively, GCASH, M-PESA, Easypaisa, and Nubank were
launched. These FinTechs specialized in providing mobile money services disrupted the
financial sector in their respective countries thanks to their business models and value
propositions. Consequently, a comprehensive analysis of these companies and their re-
spective governments could provide lessons for countries with lower financial inclusion
indicators and started after these companies—for example, Peru.

The country analysis of Peru has shown a favorable environment for launching one
or many mobile money services because this country is expected to recover rapidly after
the COVID crisis, increasing consumption and employment rates. Moreover, more than
100 mobile subscriptions per 100 inhabitants indicate that the demand in Peru is ready
to meet the supply of mobile money services. Nonetheless, the Global Findex Database
(Demirgtic-Kunt et al. 2018) showed that Peruvian indicators of account ownership, savings,
credit and debit cards, sending remittances, and mobile money account were very shallow.

There are many reasons why financial inclusion in Peru is very low. The proximity of
the access points to the population affects the usage of bank accounts and credits because
of the transportation time to the access point for making transactions. Therefore, the
probability of obtaining informal credits is higher. In addition, Peru is a middle high-
income country with a GNI per capita of approximately USD 6010. However, people
usually have an improved economic position in Lima and big cities in the capital city. In
contrast, the people who live in the remote areas in the Andes and the Jungle do not have
the same economic condition. Therefore, the lower ability to pay decreases the access
to formal credits. The usage of financial services in Peru depends on the value that the
populations assign to it. If the population does not perceive the value of products, they
are not adequate to their needs and capacities or lack knowledge of the actual products.
Therefore, the government and the financial sector must improve financial literacy and
confidence in the financial industry. An essential factor in Peru is that the financial industry
provides services in the majoritarian language in Peru without considering the country’s
language and cultural diversity. It is difficult to access and use products and services that
are not provided in the native language of some sectors of the population, for example,
Quechua and Aymara.

Global Microscope (Economist Intelligence Unit 2019) provides an overall financial
score after assessing the enabling environment for financial inclusion. In this study, Peru
achieves a high overall financial inclusion score, surpassing peer countries in Latin America
and the Caribbean and upper-middle-income countries due to government support, market
stability and integrity, excellent products and outlets, and better-quality consumer protec-
tion rules and infrastructure. The recent better scores for Peru can also be influenced by the
fast measures introduced by the government in response to the COVID-19 emergency by
facilitating e-money, ease of credit for microfinance institutions, emergency cash transfer
through a bank account or cellular account with the Bank of the government (Banco de
la Nacion), or in cash at a designated agent. Moreover, the government launched special
funds for entrepreneurs and farmers to develop micro insurances, factoring, and leasing to
improve financial inclusion for micro-enterprises and other small businesses.

Analysis of Kenya, Brazil, the Philippines, and Pakistan enables the following conclu-
sions:
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The overall financial inclusion score of Kenya is above the average in the region
and the group of lower-middle-income peers. The government and policy support,
market stability and integrity, and consumer protection rules and infrastructure have
an above-average score, indicating that this country’s financial inclusion environment
is favorable. However, the dimension of products and outlets indicates challenges
because the score obtained locates Kenya far under average peer countries in Sub-
Saharan Africa and lower-middle-income countries. In 2020, during the COVID-19
crisis, the Central Bank of Kenya applied liquidity measures to financial institutions to
support borrowers affected by the pandemic. Financial institutions could also extend
and restructure loans for incapable borrowers to pay due to the pandemic. The Central
Bank of Kenya introduced measures to increase the use of mobile money by removing
transactions fees for transfers between mobile money accounts and bank accounts.
The Kenyan government implemented money transfer programs through traditional
bank accounts and M-PESA to alleviate the needs of households. These programs
provided monthly financial help to around 1.1 million beneficiaries.

Brazil has achieved an important number of account holders and debit cardholders.
Nevertheless, the mobile money account, domestic remittances, and saving culture
remains in a meager percentage. The high rate of people who own bank accounts
and debit cards can be due to the integrated efforts of the Brazilian government, the
Central Bank of Brazil, and stakeholders to promote financial inclusion in this country.
These efforts were continued in 2019 by the Central Bank of Brazil, which launched
a work plan focused on technological evolution to resolve structural problems in
the financial system, competitiveness, transparency, and education. Mobile money
accounts, savings, and remittances are not popular in this country, probably because
of the lack of trust in the financial sector, lack of money, or lower financial literacy
rates. The financial sector’s main problems in Brazil are the lack of bank branches
and service points, especially in small rural areas, high documentation requirements
to open bank accounts, high costs associated with bank accounts, and high-interest
rates for credits. The response of the Brazilian government regarding the COVID-19
crisis was to increase liquidity in the financial system and a temporary relaxation of
provisioning rules. The Central Bank opened a facility to provide loans to financial
institutions, and the five largest banks in the country agreed to provide individuals
and SMEs 60 day extension of debts. Likewise, the authorities offered temporary
income support to vulnerable households, such as cash transfers to informal and
low-income people. Brazil’s overall financial inclusion score is superior to the average
in Latin American and Caribbean countries and the group of upper-middle-income
countries. It could be said that this positive outcome in 2020 was due to efforts of the
government, the Central Bank, and the financial sector of Brazil.

The Central Bank of the Philippines (BSP) and the government are significant players
creating regulations regarding financial inclusion. In 2009, the BSP created an electronic
money ecosystem and efficient retail payments platform to allow banks to develop
partnerships with e-money service providers such as telecommunication companies or
become e-money issuers, either directly or through partnerships. In 2010, BSP enabled
a regulatory environment to create a platform for electronic money and the expansion
of financial access points through micro-banking offices, and in 2012 it was issued a
regulation to ensure consumer protection. The indicators of financial inclusion in the
Philippines are low. Account and debit card ownerships represent a higher percentage,
showing progress through the years. However, the other indicators remain low. These
results indicate an essential gap to provide suitable financial products and services
to the population’s needs. Since 2016, a governmental institution has been created
that guides and oversees the implementation of the National Strategy for Financial
Inclusion, which places particular focus on digital financial inclusion and financial
and digital literacy. However, an important issue was ensuring interoperability in
retail payments because of the limited number of operators and the high transaction
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costs. The outlook of financial inclusion in the Philippines is promising since this
country was recognized in 2016 as an ideal place for developing digital and financial
products and services due to its large young population, positive annual GDP growth,
fast-growing internet penetration, and mobile phone engagement. The creators Smart
Money and GCASH approached this market in new ways. The overall financial
inclusion score is higher than peers in East and South Asia and higher than in lower-
middle-income countries. This outcome is a positive sign that the measures introduced
by authorities since 2016 may have provided better governmental and policy support,
stability to the financial system, and consumer protection rules. Therefore, the supply
of products and services has increased, and this country’s overall financial inclusion
situation has improved. However, there are still gaps to improve, especially regarding
implementing adequate infrastructure to connect this country’s remote rural and low
populated areas.

e In Pakistan, the financial inclusion indicators are shallow. Mobile account penetration
remained extremely low despite the significant growth observed in mobile account
activity. The challenge of expanding mobile money account users is linked to customer
education on financial services. This indicator increased only 1% from 2014 to 2017,
which means that the regulation implemented by the State Bank of Pakistan was not
enough to encourage the market of mobile money services to develop further. In
2015, the Pakistani government established a National Financial Inclusion Strategy,
which in 2018 was modified to place more emphasis on promoting digital payments
to increase the number of digitized accounts. In addition, the State Bank of Pakistan
(the Central Bank) implemented reforms in 2019 to allow non-banking entities to issue
e-money directly. With this new regulation, mobile operators can provide further
product innovations in digital finance. The COVID-19 pandemic hit this country’s
economy due to lockdown measures to contain the spread of the virus. Therefore,
the State Bank of Pakistan launched relief and stimulus measures to ensure adequate
liquidity in the financial system, allowing Banks to defer the repayment of loans,
and stimulating banks to keep lending small and medium enterprises to support
the businesses in the country. Other measures introduced were promoting digital
banking by waiving all fees for online transfers. To alleviate the most vulnerable
population, the State Bank of Pakistan launched an emergency cash transfer program
accessible after an online application and a confirmation received via SMS. The funds
were targeted and delivered to female heads of households. The overall financial
inclusion in Pakistan is above average among lower-middle-income countries and in
the East and South Asia groups. The governmental policies and support and consumer
protection environment have improved. The scores for the availability of products and
outlets and the infrastructure that supports financial services and products are above
average, indicating an improvement in comparison to lower indicators of financial
inclusion.

After analyzing each company in its respective country, the qualitative assessment did
not reveal information about its performance regarding financial inclusion in the respective
region because financial inclusion is a multidimensional study topic that requires deep
and extensive study of diverse factors. Therefore, only after conducting multivariable
correlation analysis was realized that all studies provided relevant information on each
company’s financial inclusion performance in the respective country.

Consequently, insightful and exciting results were found, proving that despite the
remarkable stories of M-PESA and GCASH, these companies specialized in mobile money
transfers and payments. Still, they could not provide financial services such as savings and
credit card ownership. Their recent partnerships with banks realized that expanding the
supply of various financial assistance due to the know-how of financial institutions can
prove in the future if the influence of banks is determinant to achieve high rates of financial
inclusion in a country.
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The case of Easypaisa is from a business model perspective very similar to GCASH and
M-PESA. However, the main difference is that this company began its activities influenced
by a FinTech and a Microfinance Bank. Overall financial inclusion indicators for Pakistan
are shallow. Nevertheless, the impact of Easypaisa on all the selected indicators is positive,
which may indicate the importance of the participation of banks in these operations, despite
the downsides of managing two different business structures (bank and FinTech).

Comparatively, the costs of making withdrawals in M-PESA, GCASH, and Easypaisa
are meager. Each company implements charges according to the withdrawal strategy that
helps to make a profit out of small millions of transactions. The case of Nubank is entirely
different since the original product is a credit card with no fees, which provides revenue to
the company through charges to exchange rates, charges for payment of bills, and penalties
of overdue payments.

The case of Nubank is fascinating because the FinTech start-up challenges banks in a
country such as Brazil, which has produced a highly concentrated financial sector within a
few years. Moreover, the company expanded to provide other financial services, such as
mobile money accounts, remittances, and insurances. Future research regarding the impact
of Nubank on financial inclusion in Brazil could be done by considering updated data after
2017, the year in which the company scaled speedy upwards.

Appendix B summarizes and presents each company’s business model comparatively
to provide a holistic comprehension of each selected company.

The Peruvian context can learn from all the cases analyzed since its financial inclusion
indicators are low and the geographical, cultural, and educational difficulties are barriers
to reaching remote areas. However, after analyzing all presented cases, the main difference
is that Peru has the highest bank concentration among the studied countries. Therefore,
it would be desirable that banks have incentives aligned to create a financially included
system before their interest in market share. A proper regulation that facilitates responsible
participation of FinTechs competing with banks can challenge the status quo. It could create
a desired competitivity that expands financial services to the most remote areas.

Furthermore, regarding the technology applied, it must be considered that not all
sectors of the Peruvian population can afford to have a smartphone. Therefore, efforts must
be made to ensure the availability and feasibility of the SIM toolkit or USSD technology to
facilitate mobile money transactions. Additionally, the price structure must be the lowest
possible to compete with banks” mobile wallets and BIM.

This study provided several insights about financial inclusion and how mobile money
solutions impact financial inclusion. Therefore, the entire topic of mobile money products
and services offers the possibility to further research specific areas, such as assessing the
impact of technologies SIM Toolkit and USSD on financial inclusion, because, in this study;,
it was learned that both technologies are different (the second is more accessible than the
first one) but had the same impact.

With recent data, it would be interesting to study the impact of the mobile wallet BIM
on financial inclusion in Peru after 2017, analyzing whether banks” mobile wallets or BIM
significantly impact the Peruvian financial inclusion situation.

Likewise, future research can be conducted to analyze the impact of COVID-19 on
financial inclusion in the selected countries for this study because, in the literature and data
review, the pandemic created a triggering effect that conducted people to mobile money
services. Additionally, it would be attractive to assess if the access and use of mobile money
services remain evenly after the pandemic.

Since banks played an essential role in most selected FinTechs, future research can
analyze and determine the optimal functions FinTechs and banks must perform to provide
financial services that address customers’ needs.

The practical implications of this research can help FinTech startups in Peru that have
a primary purpose of reaching the unbanked. Based on the experience of other countries,
it will be possible to understand how other companies faced, almost two decades ago,
the same challenges in a similar environment. They strived to reach the unbanked by
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generating profit. Therefore, it will be possible for new FinTechs to anticipate factors that
have already happened in other countries.

Additionally, banks can understand the risk of the entrance of new players that can
place their market share under stress. Therefore, a proper understanding of how other
companies handled similar situations can open collaborations with FinTechs to reach the
unbanked.

Policymakers understand that regulation plays a vital role as a barrier to new entrants
and as a tool for customer protection. Therefore, a proper balance must be analyzed to
provide adequate incentives for FinTechs, the financial sector, and customers.
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Appendix A

Table Al. Benchmarking of country’s environment for financial inclusion.

Peru

Kenya

Brazil

The Philippines

Pakistan

Geographical conditions and
population distribution

The coastal plain, high-rugged
Andes, and Jungle

Area: 496,225 sq miles

1/3 of the population lives along
the desert coastal, especially in
the capital city of Lima.

The remote cities in the Andean
highlands, the rainforests, and
the jungle are sparsely
populated.

Low plains rise to central
highlands.

Area: 224,961 sq miles

The population is very
concentrated in the west, the
capital of Nairobi, and along the
Indian Ocean coast.

The territory is mostly flat, but
some rolling lowlands in the
north, some plains, hills,
mountains, and a narrow coastal
belt.

Area: 3 million sq miles

The population lives along the
Atlantic coast in the east,
especially in the big cities of Sao
Paolo, Brasilia, and Rio de
Janeiro.

Archipelagic country, composed
of islands, mountains, and
extensive coastal lowlands
Area: 115,831 sq miles

The population is concentrated
where good farmlands lie,
principally in the north of the
country, some islands, and
Manila’s capital city.

The territory is divided into three
major geographic areas, the
northern highlands, the Indus
River plain, and the Balochistan
Plateau.

Area: 339,697 sq miles

The population is concentrated in
the biggest cities, such as Karachi
and Lahore.

Population
(Ages 15 to 64 years)

2011: 9.2 million
2014: 9.6 million
2017: 10.3 million
2020: 10.9 million

2011: 23.7 million
2014: 26.1 million
2017: 28.8 million
2020: 31.7 million

2011: 135.6 million
2014: 140.7 million
2017: 144.8 million
2020: 148.1 million

2011: 59.3 million
2014: 63.1 million
2017: 66.8 million
2020: 70.6 million

2011: 107.1 million
2014: 116 million

2017: 125.1 million
2020: 134.3 million

Mobile phone Subscriptions per
100 inhabitants in 2019

123.76.

104.22

123.76

155.61

72.33

The Rule of Law Index

80th—0.5 score

102nd—~0.45 score

67th—0.52 score

91st—0.47 score

120th—0.39 score

Financial literacy in 2015

28% of financial literacy.

38% of financial literacy.

35% of financial literacy.

25% of financial literacy.

26% of financial literacy.

Banking concentration in 2017

(World Bank, 2017) 72.7% 36.6% 56.6% 47.4% 44.1%
Ml)fed Amermdlan,.whlte, Bantu, NllQ—Saharan, White, mulatto, black, Asian, More than seven ethnic groups
African descent, Chinese, and Afro-Asiatic, and others. indi di dini . A d diff hni
Japanese Main languageS' English indigenous. ispersed in its territories. round seven different ethnic
Multiculturality P : . : Main languages: Portuguese and ~ Main languages: Filipino, groups and their respective

Primary Languages: Spanish,
Quechua, Aymara, Ashaninka,
and others.

Kiswahili, numerous indigenous
languages

a large number of minor
Amerindian languages

English, and many other
languages.

languages

The employment to population
ratio is 2019

75.5%

72.31%

56.7%

58.79%

50.42%

Gross National Income per capita
in 2020

USD 6010

USD 1760

USD 7850

USD 3430

USD 1280
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Appendix B

Table A2. Benchmarking of Remarkable FinTechs’ business model.

M-PESA

Nubank

GCASH

Easypaisa

Provide a credit card service, 100% digital,

Empower people by providing timely, reliable,

Bu'smgss Deliver a simple, fast, safe, and easy method without annuities and fees (cheap), fast and Transform the.user s phone to a mobile account, flexible, and easy methods of realizing mobile
objective to move money across the country. . safely, convenient, cheap :
convenient. money transactions.
Scaled installation of agents Customer services are automatized through ~ The company created a system involving retailers ~ The partnership of Telenor and Tameer
M-PESA users and non-users can make a smartphone app, providing 100% and users and no partnerships with banks initially. =~ Microfinance Bank
Strategy transactions. digitalized services. Financial institutions provided the logistics to keep =~ Reach low-cost deposits from the mass market

Active agents networking.
Later partnership with the Kenyan
Commercial Bank (KCB)

Nubank reduces the costs of the personnel in
charge of customers and can afford to offer
no annuities or fees.

money flowing in their system.
In April 2021, CIMB Bank and GCASH partnered
to expand digital banking services.

to lower costs and increase profitability.
Create innovative and suitable products to
meet customer needs.

Target market

Bottom of pyramid approach.
They are taking advantage of Safaricom’s
large customers base.

In the beginning, Nubank targeted
“millennials” under 36 years old.

After popularity, the target is people of all
ages and the unbanked.

Bottom of the pyramid, especially young urban
consumers familiar with social media.

Bottom of the pyramid and urban population.

Customer education and aggressive

The network effect of engaged customers.

Humor and colorful ads on TV, internet, and

High-quality ads focus on customer education

Marketing advertisement through all channels and Creation of brand awareness through digital =~ printed announces about the product.

strategy creating engagement with local culture channels and gifting souvenirs in events Message: a cheap, fast, accessible, and easy method =~ Message: reliable, easy, and convenient
Message: “send money home.” Message: obtain financial control quickly. to send remittances. method to realize payments.
Principally, mobile money transfers and Interchange fees on every transaction made Fees are charged to deposits, withdraws, purchases, .

Revenue . X . X R € ) Transferences fees, bill payments, and mass
payment services. with the credit card, taxes over bills, and credit penalties, bill payments, bank accounts, and .

streams . . . . disbursements.
The company had profit during COVID-19. invoices not pated when due. dormancy fees.
Withdrawals, Transferences, Purchases, transferences, bill payments, Payments, transfers, withdrawals, mobile credit Payments, PZP transfers, mob} le credit

. . . X X . X ) g ’ R recharge credits, savings, remittances, salary
Transactions Deposits, registration, buying airtime, withdrawals, salary disbursements, online recharge, investment on funds, book movies, shop

balance inquiry, and change of M-PESA PIN.

shopping, mobile credit recharges, and more.

online, plant trees, and obtain insurance.

disbursements, and savings products
combined with insurances.

Main products

Wealth management, mobile banking,
mobile wallet, credit, and insurances.

Digital bank, credit cards, personal loans,
and insurances.

Investment funds, mobile wallets, insurances.

Mobile banking, various products, and
insurances.

Users

In 2021: 28.21 million customers.
In 2017: 27 million

In 2014: 19.3 million

In 2011: 13.8 million

In 2021: 40 million customers.
In 2017: 3 million

In 2021: 33 million customers.
In 2017: 5.1 million

In 2014: 3 million

In 2012: 1.3 million

In 2021: 30 million customers.
In 2017: 19.9 Million

In 2014: 6 Million

In 2012: 2 Million
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Table A2. Cont.

M-PESA Nubank GCASH Easypaisa
. . . Smartphone app
Technology iil}é[in?riklfrfggiIfg X:::fl\giss;gie;}i:or Own software program and data science. SIM Toolkit with SMS usage. USSD mobile money option and at the agent
applied Smart hc;gne a licationy ’ Partnership with Ripple Net (Blockchain Smartphone app. transactions. Smartphone application.
p pp ’ infrastructure)
Banks: Caixa Econdémica, Itat Unibanco,
Competitors Airtel Money and T-Kash. Bradesco, and Santander. Smart Money, Paymaya, Coins PH, GrabPay, etc.

FinTechs: Digio, Neon, and Intermedium

Omni, Mobicash Timepey
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