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Digital financial services can be crucial for overcoming the tyranny of geography in Southeast Asia, 

where traditional financial institutions have found it difficult to build out their footprint in remote 

areas and across many islands. The expansion of digital financial services throughout ASEAN in 

recent years has been impressive. Consider the numbers. Between 2011 and 2014 alone, the share 

of adults in ASEAN with a bank account grew from 42 percent to 50 percent of the population.  

Whilst this should be celebrated, we still have a long way to go to achieve universal and deep 

financial inclusion in ASEAN. Only 36 percent of adults in rural areas have a bank account. In 

addition, usage remains a key issue. Only 15 percent of adults in ASEAN are actively using a debit 

card. In addition, 39 million micro, small, and medium-sized enterprises (MSMEs) have no or 

insufficient access to credit, with a total funding gap of US$175 billion. The size of the prize from 

increased financial inclusion is significant. McKinsey Global Institute (MGI) estimates that digital 

finance could raise the level of GDP of emerging economies by a total of 6 percent by 2025. 

AlphaBeta recently worked with the Bill and Melinda Gates Foundation (BMGF) to understand how 

to achieve universal and deep financial inclusion. Five of the lessons from this work are highly 

applicable to ASEAN. 

Lesson 1: Digital Financial Services is not just a Central Bank issue 

Much of the existing approaches have centered on the role of Central Banks (and also telecom and 

competition regulators) in promoting digital financial services. Our research has shown that over 60 

percent of the potential policy intervention areas for national government to promote digital 

financial inclusion are outside the traditional remit of the Central Bank and telecom regulators. 

These areas include opportunities to digitize existing government cash payments (both G2P, such as 

welfare payments and P2G, such as utility bill payments), payment of civil servant salaries, as well as 

broader enablers such as fraud prevention and building a digital national ID infrastructure.  

Lesson 2: Build trust 

Low trust in formal financial service providers and of digital accounts in particular, is a major 

challenge. Some governments and financial institutions have tackled this by leveraging informal 

networks to build trust.  Papua New Guinea’s Nationwide Microbank for example recruits women 

who actively use MiCash to engage women from villages without accounts or with inactive accounts. 

Lesson 3: Look broadly for opportunities to convert cash payments to digital form 

There are a large array of opportunities to convert payments into digital form. Over 70 percent of 

adults in ASEAN still receive their wage payments in cash; 69 percent of adults in ASEAN receiving 

government transfers do so in cash; and 89 percent of adults in ASEAN pay their utility bills in cash. 

There are a number of innovative global examples of how to digitize many of these cash payments. 

Dialog, a Sri Lankan Mobile Network Operator (MNO), introduced ‘eZ cash’, a mobile money 

payment service to pay utility bills. This electronic payment service has reduced both travel time 
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costs for users – especially those in the rural areas. The Kenyan government is exploring digital 

payments for purchase of bus tickets and also providing insurance for inter-city bus transport. There 

are also opportunities to think about digitizing payments that don’t yet exist. Consider carbon 

offsets. Juma Sustainable Development Reserve in Brazil aims to avoid the degradation of 366,000 

hectares of rainforest and the emission of 210 MtCO2e into the atmosphere by 2050. Local forest 

communities are rewarded for committing to avoid clearing primary forest and avoid burning 

vegetation through digital payments (as part of a global carbon offset program).  

Lesson 4: Don’t forget about merchants 

Some of the received wisdom is that merchants will be keen to support digital mobile transactions 

since it reduces their security risks and alleviates cash flow issues. And hence, there is no role for 

government in promoting digital person to merchant payments. The reality is very different. 

Merchants often only see the downside of a shift to digital payment solutions. The transparency 

brings them into the tax system, and this can be compounded by the high transaction costs and the 

uncertainty involved in making the shift. To include merchants into the digital payments space, some 

governments are exploring the possibility of “tax holidays” for merchants that sign up, as well as 

exploring low cost transaction models, and looking to leverage the peer network to build 

acceptance. Juntos in Tanzania for example collected mobile money usage stories from merchants to 

share with other merchants and users in order to build trust in digital payments. This resulted in an 

over 26 percent increase in digital payments.  

Lesson 5: Look to “nudge” consumer behaviour towards greater account usage   

There is often an assumed path dependency of digital payments - once individuals use their basic 

accounts, they will naturally progress to using more sophisticated digital financial services. The 

reality is that a large share of accounts are emptied as soon as money is transferred. For example, 

less than 40 percent of adults in ASEAN use a financial institution for saving money. A starting point 

to tackle this is to reduce the number of limited purpose instrument accounts which constrain the 

options of users. Behavioral “nudges” can also be useful to encourage usage of different financial 

products. A randomized control trial in Morocco found that labelling a government cash transfer 

against a goal (e.g. education) increases the likelihood that the transfer will be spent on that goal. 

 

* * * * * 

ASEAN has made massive strides in promoting digital financial inclusion in recent years. Promoting 

further access and usage is going to require a whole of government approach that looks beyond the 

current focus on central banks and telecom regulators.  

 

 


