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Abstract: Financial inclusion is considered to be a tool to tackle poverty, promote equality, and support economic 
growth. Sustainable development goals can be achieved through financial inclusion as it implies access to and availability 
of financial services to disadvantaged groups, especially in developing economies. Despite the fact that financial 
inclusion is included in the political agenda of many countries, the studies are still scarce in particular from different 
perspectives and contexts. This paper outlines the characteristics of financial inclusion and aspects shaping financial 
inclusion. Moreover, implications of Financial Inclusion for developing and emerging economies are investigated and 
digital technologies in FinTech for financial inclusion are explored. Finally, the recommendations are suggested to 
eliminate poverty and ensure equality through the financial inclusion agenda. 
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1. Introduction 
Recently, Financial Inclusion (FI) has increasingly gained attention as a tool to tackle poverty, promote equality, and 
support economic growth (Asuming et al. 2019; Mahalika et al., 2021). The concept has emerged as a part of the agenda 
of sustainable development goals and consequently, attracted the interest of academics and policy-makers around the 
world to expand financial products and services in a way that provides access to all members of society for poverty 
reduction and economic development (Van et al., 2021). The relationship between financial inclusion and poverty has 
been studied lately in different country contexts.  
 
Since Financial inclusion can facilitate economic growth, improve living standards and eliminate poverty (Mahilka et 
al., 2021), the concept is of significant importance globally in order to enhance the access of disadvantaged groups of the 
population to finances (Matsebula and Yu, 2020). According to the World Economic Forum, 2 billion people worldwide 
are ignored by financial institutions (World Economic Forum, 2018), causing socioeconomic challenges. 
 
Financial inclusion not only contribute to social and economic development, but also creates new markets and 
employment opportunities (Khelifa, 2021). Therefore, it should be taken into consideration by governments when 
carrying out policies (Ajefu et al., 2020). Moreover, Technological changes affected also the financial sector enabling 
digital financial services, which in return influenced financial inclusion. 
 
Despite the augmented efforts to create inclusive financial systems in developed and emerging economies, the research 
in this field is still scarce taking into consideration the difficulty of the empirical measurement (Sha'ban et al., 2020). 
More empirical studies are needed also in emerging countries (Van et al., 2021). Thus, both theoretical and empirical 
studies will generate knowledge and understanding in this area as well as the practical implementation of financial 
inclusion in various countries.  
 
This study addresses a key question: What is the relationship between FI, poverty reduction, economic growth, and 
inequality, especially in developing countries? The aim is to investigate the determinants and indicators of FI, the 
importance of access and use of financial services, and obstacles preventing people to benefit from the formal financial 
system. The paper also analyzes the role of digitalization in achieving financial inclusion.  
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The findings offer implications for policymakers in developing countries, scholars, and practitioners in terms of 
improving financial inclusion that leads to poverty elimination and economic growth.  
 
The paper is organized as follows. After the introduction, the definitions and importance of financial inclusion are 
reviewed, and factors determining FI are outlined. Next, Financial Exclusion is explored, and previous empirical studies 
are discussed followed by the impact of digitalization on financial inclusion. Finally, conclusions with recommendations 
and future research directions are presented.  
 

2. The Importance of Financial Inclusion and Definition of the Concept 
Economic inequality expressed by unequal distribution of wealth and income attracts the attention of scholars. Income 
inequality has been increasing since the 1990s in developed countries and is especially challenging in emerging and 
developing economies presenting a threat to democratic values (Fouejieu et al., 2020). Therefore, Sustainable 
Development Goals aim to eliminate inequality and poverty worldwide. Financial inclusion is recognized as a tool to 
achieve the UN’s Sustainable Development Goals (Demirguc-Kunt et al., 2017; Immurana et al., 2021; Puime et al., 
2022) as it ensures social equality (Bold et al., 2012), decreases poverty (Neaime and Gaysset, 2018) and triggers socio-
economic welfare (Kpodar and Andrianaivo, 2011; Sarma and Pais, 2011; Feghali et al., 2021). Accordingly, 
governments make efforts to enhance financial inclusion while diminishing financial exclusion in their countries (Ozili, 
2021). To ensure financial inclusion, G20 leaders agreed on the Financial Inclusion Action Plan that was further 
developed in the Global Partnership for Financial Inclusion (GPFI), and in the 2020 Universal Financial Access (Yoshino 
and Morgan, 2018). These initiatives must eliminate financial exclusion, especially in ASEAN countries (Association of 
Southeast Asian Nations) and include low-income families and small enterprises in financial services (Van et al., 2021).  
There is an ongoing discussion about the meaning of financial inclusion considering its diverse forms in different 
contexts; some scholars refer to the concept in terms of access to financial services whereas others concentrate on the 
usage of the financial services, and still others stress the terms on which these services are provided (Kirwan, 2021). The 
concept is becoming prevalent as studies confirm its significant role to alleviate poverty (Demirgüç-Kunt et al., 2018), 
enabling equal opportunity (Sha'ban et al., 2020), and positively impact on economic growth (Van et al., 2021; Vasile et 
al., 2021). 
 
Financial inclusion is defined as the extent to which “individuals, households and firms have access to formal financial 
services” and to which citizens are integrated (Aduda and Kalunda, 2012).  Allen et al. (2012) consider FI as ensuring 
the financial systems to be available, affordable, and accessible for all members of society. Particularly, poor people need 
to have access to the formal financial services (Allen et al., 2016; Ozili, 2018; Pham et al., 2019; Sarma, 2008). 
Consequently, through financial inclusion individuals and commercial entities can satisfy their need by accessible 
financial products and services (Hlophe, 2018).  
 
The World Bank (2022) defines Financial Inclusion as the economic state in which “individuals and businesses have 
access to useful and affordable financial products and services that meet their needs - transactions, payments, savings, 
credit and insurance -delivered in a responsible and sustainable way”.  
 
Moreover, financial inclusion is defined as a range of financial services that are used by individuals or companies; it is 
not just the accessibility to financial services (Cihaket al., 2016), as the ability to access those services does not reflect 
the actual utilization of them (Van et al., 2021). 
 
Financial inclusion minimizes poverty while increasing the income of poor households (Chibba 2009; Zhang and Posso, 
2017). It also increases access to insurance, not only bank accounts or borrowing and saving facilities, which provides 
vulnerable groups with strategies to overcome income shocks (Zhang and Posso, 2017; Churchill and Marisetty, 2020) 
or health-related issues leading to getting into difficulties. In this respect, financial inclusion ensures their resilience to 
both avoid and fight poverty. 
 
In addition, financial inclusion can facilitate the improvement of economic conditions and living standards (Lutfi et al., 
2021) as financial services stimulate investments and savings (Junior et al., 2021; Song et al., 2021). Although financial 
inclusion is important to reduce poverty, millions of people in the world still live on the poverty line in developing 
countries (Cyn-Young, 2015; Gigauri, 2022), which is the main challenge of the current generation. Therefore, various 
policies are implemented in order to enhance financial inclusion, especially in developing countries (Arun and Kamath, 
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2015) to improve financial accessibility for low-income citizens. It is noteworthy, that financial inclusion initiatives do 
not always lead to improvement of the economic development factors (Bateman, 2019). Economic growth can reduce 
poverty only if the wealth is evenly distributed between the rich and poor, otherwise, it would deepen the poverty 
(Churchill and Marisetty, 2020; Apostu et al., 2022). 
 
Financial inclusion influences labor market in several ways. Available financial services stimulate investments, and is 
particularly helpful for small businesses to create jobs (IMF, 2019). Financial inclusion also allows financing education 
that strengthens human capital and hence, increases wages and employment (Fouejieu et al., 2020). Employee financial 
wellness programs are a practice aiming to help low-income employees access financial services when they suffer from 
financial exclusion (Despard et al., 2020).  
 
Thus, the definitions highlight that financial inclusion incorporates various dimensions including “accessibility, 
availability and the usage of the financial system” (Pham et al., 2019). Accessibility means that financial services are 
accessible by customers, and availability defines the degree to which financial services are available to individuals, while 
the usage explains if those available and accessible services are actually used (Sarma, 2008).  
 

2.1. Factors and Determinants of Financial Inclusion 
Accessibility to finances encourages savings (Allen et al., 2013), reduces income inequality, alleviates poverty (Burgess 
and Pande, 2005), and ensures inclusive growth (Cyn-Yung and Mecardo, 2015). The financial system provides services, 
such as payments, savings, loans to customers, which are necessary for their living, as well as benefits small businesses 
(Mahalika et al., 2021). Without reliable financial systems, the inequality deepens and economic development is impeded 
(Demirguc-Kunt and Levine, 2009).  
 
Financial services enable citizens to have their bank accounts, access to loans, credit, and bank cards, as well as to make 
payments and savings (Mahalika et al., 2021). Such accessibility can be provided with fewer barriers such as removing 
imposed costs for using the financial system, required documentation, and appropriate legislation protecting the rights of 
vulnerable people (Arun and Kamath, 2015). As a result, poverty can be combated. In this regard, financial literacy can 
help financial inclusion in terms to use and manage finances or benefit from financial services, but structural obstacles 
hindering access to the financial system still must be targeted (Ozili, 2021). For this reason, financial infrastructure should 
involve individuals in the financial system and offer them services, but also education, and prohibit discrimination (Kear, 
2013). Therefore, policy-makers must implement policies aiming at financial inclusion, providing alternative 
interventions in this regard in order to tackle poverty (Mader, 2018).  
 
Harker (2021) emphasizes the various objects of financial inclusion, such as individuals, companies, unbanked groups, 
and the economy, as well as differentiates (i) the supply side - the state and private sector, and (ii) the demand side - 
consumers, and unbanked people. To study financial inclusion, both individual and country level characteristics need to 
be determined (Sha'ban et al., 2020). Country-level determinants play a significant role in the financial system of a 
country and hence, in financial inclusion (Allen et al. 2016). In this regard, competition can stimulate innovation and 
increase financial services through decreasing costs and enhancing financial inclusion (Love and Martínez Pería 2015; 
Owen and Pereira 2018).  
 
There are five factors of financial inclusion at the country level: macroeconomic factors, socioeconomic factors, 
technological factors, institutional environment, and banking system conditions (Sha'ban et al., 2020). Human 
development as an important socioeconomic factor captures health, education, and standard of living dimensions, which 
are positively connected to financial inclusion (Kabakova and Plaksenkov 2018). The education aspect is associated with 
the financial literacy of consumers, which is essential to making financial decisions (Klapper, Lusardi, and Panos 2013). 
Technological factors include the share of the population using the internet and are linked to financial inclusion (Honohan 
2008; Park and Mercado 2021). 
 
Camara and Tuesta (2014) suggested financial inclusion in three dimensions: (1) usage - holding a financial product, 
possessing a savings account, taking a loan from a formal financial organization; (2) barriers - that hinder people to access 
financial services, and  (3) access - affordability, documentation, trust, and distance (Camara and Tuesta, 2014). The 
study results analyzed financial inclusion through those dimensions and confirmed the positive correlation between 
financial inclusion and economic growth (Van et al., 2021). Moreover, Van et al. (2021) argued that this relationship is 
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stronger in poor countries with a low level of financial inclusion. Therefore, the realization of policies and strategies 
triggering financial inclusion is essential to promote economic development in emerging countries (Van et al., 2021). 
Thus, financial inclusion encompasses accessible financial services that minimize financial exclusion by taking into 
account the factors preventing poor people from using the formal financial system, for example, distance, costs, and 
needed documentation. 
 

2.2. Financial Exclusion 
According to Demirgüc-Kunt et al. (2017), financial inclusion means that individuals have access to proper financial 
services and they can use those services.  In addition, geographical, and historical contexts as well as power relations, 
are shaping financial inclusion (Prabhakar 2021). These factors can cause financial exclusion meaning that certain groups 
are prevented to obtain access to the formal financial system (Prabhakar 2019). Financial exclusion forces the poor to 
pay more for services and goods due to their lower purchasing power and because they are excluded from financial 
services (Donovan and Park, 2019). Furthermore, excluded individuals and enterprises from formal financial services 
tend to engage in risky or illegal activities resulting in social and economic exclusion (Sha'ban et al., 2020).  
 
Although financial institutions are a central part in the distribution of capital resources, they cannot ensure that nobody 
is excluded from the formal financial system, when market imperfections and asymmetric information have their 
influence inequality (Chinoda and Mashamba (2021).  Financial exclusion can be voluntary or involuntary (World Bank, 
2014). Voluntary exclusion takes place when individuals decide against the usage of financial services despite their 
ability, for instance, they may have no need for those services, or even have cultural or religious reasons not to use 
financial services (Mahalika et al., 2021; World Bank, 2014). On the other hand, involuntary exclusion prevents people 
from accessing the financial system despite their desire for it, for example, they can have insufficient income, lack of 
information or documentation, risk and trust issues, unaffordable or unsuitable for their needs financial products 
(Mahalika et al., 2021; World Bank, 2014). 
 
It is noteworthy that financial inclusion can also cause some problems. The first one is related to inactive users. When 
individuals are included in the formal financial sector but they choose not to use financial services and rather stay inactive 
- meaning that they refuse to hold credit or debit cards, do not possess savings, do not send money or initiate transactions, 
and hence, their bank accounts are inactive, this inactivity creates a problem for the financial system as it reduces financial 
transactions causing revenue decrease for financial organizations and tax revenue decrease for the government  (Ozili, 
2021). Such inactive financial inclusion ultimately negatively affects economic growth.  
 
Another problem is caused by the extreme financial inclusion that grants access to everyone. Criminals or hackers can 
get access to financial services through extreme financial inclusion if all barriers are removed (Ozili, 2021). Therefore, 
it is undesirable to eradicate all requirements such as verification or identification process of individuals in order to detect 
risks and for example, prevent individuals to obtain a loan who do not intend to repay it (Ozili, 2021). 
 

3. Empirical Studies about Financial Inclusion 
Prior studies demonstrated that financial inclusion is important to achieve well-being and development as it lowers 
inequality, and decreases poverty (Aslan et al. 2017; Gertler, et al., 2009). The empirical research conducted by Mahalika 
et al. (2021) found that unemployed, economically inactive, unmarried individuals and those without tertiary education 
suffer more from poverty and financial exclusion. Thus, FI is correlated with poverty reduction. However, financial 
education and information play a crucial role in using financial services. Koomson et al. (2020) investigated the influence 
of financial literacy on financial inclusion and found financial literacy training increases the likelihood to open an account 
and own savings.  
 
Analyzing 2011-2016 FinScope data, Mahalika et al. (2021) studied four dimensions of financial inclusion: access, usage, 
quality, and welfare in the African countries, which are included in the Financial Inclusion Index and separate financially 
included and excluded individuals. The empirical results show that financially excluded people were living in rural areas, 
were less educated, and suffered from poverty (Mahalika et al., 2021). However, the number of financially excluded and 
poor people reduced by 4% from 2011 to 2016 confirming that financial systems support economic growth and poverty 
elimination (Mahalika et al., 2021).  
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Sha'ban et al. (2020) used the IMF’s Financial Access Survey data for a sample of 95 countries from the years 2004-
2015 in their research, and built a multidimensional financial inclusion index based on the data (including the use, access, 
and depth dimensions of financial services); they confirmed the advancement in financial inclusion in terms of the use 
and access factors. According to their results, FI positively correlated with GDP per capita, employment, human 
development, and internet usage (Sha'ban et al., 2020). Study results of Sha'ban et al. (2020) emphasized that not barely 
possessing a bank account, but the actual usage of financial services is associated with financial inclusion.  
 
Financial inclusion contributes to economic development by accessing financial services, which ultimately stimulates the 
entrepreneurial activities of disadvantaged groups and reduces inequality (Asuming et al. 2019). Loan et al. (2021) found 
that financial inclusion and economic development are strongly related in low-income countries suggesting the further 
promotion of financial inclusion in order to stimulate economic growth in emerging markets. Ozili (2021) found that 
financial inclusion is dependent on financial innovation, the poverty level in a country, financial system stability, legal 
and economic environments, and financial education of the population, which varies from country to country, and which 
eventually influence the state of financial inclusion. Ezzahid and Elouaourti (2021) examined financial inclusion in terms 
of investment and economic growth using data from thirty-three African countries between 2004-2009 years with a panel 
data regression technique and confirmed that FI positively impacts both investment and economic growth. Asuming et 
al. (2019) analyzed data from the Global Findex to study financial inclusion in 31 Sub-Saharan African countries and 
found that financial inclusion has improved since 2011 and the following factors influence FI: age, education, gender, 
income as well as GDP, financial institutions, and business environment. Park and Mercado (2016) explored the impact 
of FI on poverty elimination and income gap in 177 countries and found that financial inclusion can decrease poverty 
levels. Furthermore, they analyzed the data from 151 countries and confirmed that increased financial inclusion enhances 
economic development (Park and Mercado, 2018). 
 
The research results of Emara and Mohieldin (2020) suggested that Financial inclusion diminishes extreme poverty in 
34 countries they have analyzed. The research conducted by Koomson et al. (2020) found that there is a correlation 
between FI and poverty in Ghana as the results show that FI decreases the impact of poverty by 27%. Dogan et al. (2021) 
analyzed the Turkish Household Budget and Consumption Expenditure Survey data with11,595 answers in order to 
explore the impact of financial inclusion on poverty presented by the multidimensional index including three indicators 
of poverty: the lowest-income poverty line, a lower-middle-income line, and an upper-middle-income line. The 
researchers came to the conclusion that increased FI decreases poverty (Dogan et al., 2021). They also indicated the 
importance of bank branches in distant areas to expand financial products and services to all populations, leading to 
reducing the risks of poverty (Dogan et al., 2021).  Churchill and Marisetty (2020) investigated the impact of FI on 
poverty using survey data from 45 thousand Indian households and applied “the household Poverty Probability Index 
(PPI), household deprivation scores, and poverty line” to measure this relationship. As a result, the researchers confirmed 
that financial inclusion significantly reduces poverty (Churchill and Marisetty, 2020). The inclusive financial systems 
ensure efficient use of economic resources, restrict informal financial channels, and improves access to finances (Sarma, 
2008). Pham et al. (2019) explored the impact of bank competition on financial inclusion through the System Generalized 
Method of Moments using the panel data of 93 countries, and found that “bank competition promotes financial inclusion” 
(Pham et al., 2019) 
 
Scholars argue that current literature on financial inclusion contain controversial results regarding the effects of financial 
inclusion on financial stability, and highlight the lack of empirical results (Atellu and Muriu, 2021). Thus, Atellu and 
Muriu (2021) examined this impact in Kenya and discovered that financial inclusion improves financial stability. As a 
result, they propose promoting policies and strategies that can advance financial inclusion in order to improve financial 
stability (Atellu and Muriu, 2021). It should be noted that financial stability has become a global issue considering the 
previous financial crises (in 2007-2009), the Covid-19 pandemic, and accelerating technological innovations (Atellu and 
Muriu, 2021; Su et al., 2022).  
 
Research results by Khelifa (2021) confirm the important correlation of institutional quality and social factors to financial 
inclusion. The findings show that age as a social factor plays a role in accessing financial services, in particular, the 
elderly keeps informal savings without using the formal financial system, and naturally, do not utilize digital payments 
(Khelifa, 2021). The findings also demonstrated that institutional quality in terms of corruption control influences 
financial inclusion, and hence, government performance and effectiveness can expand the formal financial system 
(Khelifa, 2021).  
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The study conducted by Immurana et al. (2021) revealed that financial inclusion affects population health. They used 
data from 33 African countries between 2004 and 2018 years, and 4 indicators of financial inclusion: quantities of ATMs, 
commercial bank branches, borrowers, and deposits, based on which they created an index of financial inclusion using 
the Principal Component Analysis. As a result, Immurana et al.  (2021) found that financial inclusion improves population 
health.  
 
Studies demonstrate that FI reduces poverty and the income gap in developing economies (Chinoda and Mashamba, 
2021). Fouejieu et al. (2020) demonstrated the positive effect of financial inclusion on income inequality and the gender 
gap as financial exclusion disproportionally affects women. The same opinion is expressed by Ozili (2021) emphasizing 
the role of financial inclusion in the economic empowerment of women and poor people.  
 
Finally, it should be noted that some scholars did not find a significant impact of FI on the poverty ratio (Neaime and 
Gaysset, 2018). Scholars argue that the relationship between financial inclusion, inequality, and economic growth will 
be better understood by the availability of data on the effect of financial inclusion on income inequality, economic 
development, and other macroeconomic variables (Demirguc-Kunt and Klapper, 2012). Since human development and 
global progress are impeded by poverty (Chen et al., 2021), policymakers have to combat it through financial inclusion. 
FI ensures health, education, employment, and entrepreneurial opportunities, which ultimately leads to poverty decrease. 
 

4. Digitalization and Financial Inclusion 
Recent progress in information and communication technology has offered a stimulating environment for financial 
technologies to be introduced in the financial sector (Kanga et al., 2021). The study conducted by Kanga et al. (2021) on 
the relationship of financial technology (FinTech) with financial inclusion and living standards i.e. GDP per capita, 
discovered that FinTech diffusion and financial inclusion influence GDP per capita in the long-term period. They 
analyzed data from 137 countries between 1991 and 2015 years to estimate the correlation between fintech diffusion, 
financial inclusion and GDP per capita, and confirmed the importance of fintech innovations such as ATMs and digital 
networks as well as smartphones and payment systems that enable fintech diffusion (Kanga et al., 2021). ATMs and 
mobile phones together with payment systems shape fintech product diffusion but those factors also contribute to 
financial inclusion (Batiz-Lazo, 2018; Graff, 2005; Kanga et al., 2021) 
 
Digitalization of financial services can increase the efficiency and effectiveness of the financial sector (Scott et al., 2017). 
FinTech is considered by scholars and policy-makers as an enabler of financial inclusion in developing regions (Ertürk 
et al., 2021). Financial innovation and novel technologies can improve financial inclusion by reaching the poor (Al-
Mudimigh and Anshari, 2020; Chinoda and Kwenda, 2019; Beck et al., 2015). Financial innovation can increase the 
usage of financial services by developing financial tools, products, and services (Ozili, 2021). It has an important effect 
on the accessibility to borrowing and savings facilities positively influencing the increase of the use of risk-reducing 
technologies for households (Hallegatte et al., 2016). For example, mobile phone innovation has increased financial 
inclusion in forty-nine countries (Chinoda and Kwenda, 2019). In addition, previous studies highlight that mobile money 
contributed to financial inclusion as it allowed financial transactions without a formal account in the bank (Senyo and 
Osabutey, 2020). Financial inclusion decreases transaction costs, makes easier access to financial products and services, 
and simplifies borrowing and savings, which as a result ameliorates consumption power (Shi et al., 2021). 
 
Rapid technological advancements have induced the excessive use of smartphones, which presents an opportunity for 
adopting mobile payment tools as an instrument for achieving financial inclusion (Lutfi et al., 2021). Smartphones 
associated with mobile payments have transformed banking and financial services and products worldwide (Kanga et al., 
2021). Moreover, mobile payments have become prevalent globally and are especially convenient during travel while 
providing grounds for financial inclusion (WTTC, 2019). Shi et al. (2021) investigated the impact of financial inclusion 
on tourism development in 24 developed and 21 emerging countries with the data between 1995-2016 years and asserted 
that financial inclusion significantly influences tourism development throughout the panel countries but has a particularly 
positive effect on developing economies. This finding is important for many emerging countries dependent on tourism 
given the evidence that tourism development is positively related to financial inclusion (Shi et al., 2021).  
 
Lutfi et al. (2021) examined factors that impact the usage of digital financial services, in particular, the acceptance of 
mobile payment in Jordan with the data consisting of 304 Jordanian citizens. The results demonstrated that behavioral 
intention to employ the mobile payment system is positively affected by perceived usefulness and perceived financial 



Iza GIGAURI 
The Promise of Financial Inclusion for Developing Economies 

 

  

13 

cost suggesting the increase in mobile payment if the citizens recognize that the system is useful and less costly (Lutfi et 
al., 2021). Thus, digitalization has given rise to new financial products, new financial companies entered into markets, 
reduced operation expenses, and improved consumer involvement even in remote locations (Ahmad et al., 2021). 
 
Access to the Internet is essential for Financial Inclusion in both developed and developing economies in order to expand 
access to debit and credit facilities, financial transfers, etc. (Sha'ban et al., 2020) empowering unbanked groups to take 
part in the formal financial system (Kpodar and Andrianaivo 2011). Moreover, access to the internet, computers, or 
smartphones needed for using digital financial products can improve financial inclusion, especially in rural areas in 
developing countries (Mahalika et al., 2021). The literature maintains that internet use and mobile phones positively 
correlate to financial inclusion, meaning that the greater usage of the Internet and mobile phones, the greater financial 
inclusion (Evans, 2018; Lenka and Barik, 2018). Thus, improved internet facilities enable citizens to have access to 
financial service, which is considered as a potential for financial inclusion and hence, facilitate economic development 
in remote areas (Mahalika et al., 2021).  
 
People around the world have started using more digital services since the pandemic Covid-19 as the shift to a low-touch 
and digital economy accelerated (Gigauri, 2021). 42% of Americans have utilized FinTech platforms, while financial 
software download increased by 26%, and investments in FinTech increased by 144% (Finextra, 2022). Digital Payments 
reached US$8.49tn in 2022 suggesting a further increase in the next years (Statista, 2022). In particular, digital commerce 
and mobile payments show growth (Fig.1).  
 

 
Figure 1: Worldwide transaction value of digital payment by segment 

Source: Statista, 2022 
 

Global progress on financial inclusion illustrates the achievements concerning financial inclusion. In developing 
countries, account owners who used digital payments have increased in the recent years (Fig. 2). In general, 71% of 
adults own accounts in developing countries (Fig. 3).  
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Figure 2: Account owners (%) using digital payments, 2014-2021 

Source: Global Findex Database, 2022 
 

 
Figure 3: Account ownership in developing countries 

Source: Global Findex Database, 2022 
 
Digital financial inclusion is attracting more attention and recognition in international development (Duvendack and 
Mader 2020) from both the public and business sectors (Gabor and Brooks 2017; Lai et al., 2020). Ahmad et al., (2021) 
revealed the positive relationship between digital financial inclusion and human capital to China’s provincial economic 
growth, and consequently, they suggested investing in human capital development and advancing digital financial 
inclusion in order to reach economic development. Furthermore, Zhang et al. (2020) indicated that digital financial 
inclusion helps decline income inequality between cities and rural areas (Zhang et al., 2020). It also provides financial 
provisions to small enterprises as alleviates financial barriers (Yang and Zhang, 2020).  
 
Digital Financial Inclusion is defined as an enabler for affordable digital financial services to everyone irrespective of 
their income, expenses, or location (Lutfi et al., 2021).  It refers to offering digital access to financial services at a low 
price to encourage vulnerable groups to participate (Zhang et al., 2020), including businesses to use digital ways of 
investment or savings (Ozili, 2018). Digital financial inclusion can contribute to economic growth, and can reduce the 
cost of financial services (Ahmad et al., 2021). Consequently, when unserved people refrain from using financial services 
due to their high costs, they have alternatives in terms of digital financial facilities. If financial service companies do not 
keep written records of their daily operations, which is possible through digitalization, their efficiency will grow resulting 
in cost decrease and revenue increase (Schneider, 2018).  
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FinTech firms provide digital financial services unlike traditional banking services (Senyo et al. 2021) and offer improved 
and accessible financial services while using advanced technologies (Gomber et al., 2018). The Fintech ecosystem is 
comprised of FinTech firms, technology developers, government actors, financial customers, and traditional financial 
institutions (Lee and Shin, 2018). Senyo et al. (2021) found that Fintech contains the following factors that enable 
financial inclusion: “(1) innovative and collaborative practices, (2) protectionist and equitable practices, and (3) 
legitimizing and sustaining practices”.  
 
Chinoda and Mashamba (2021) analyzing panel data of 25 African countries in the years 2011, 2014, and 2017, indicated 
that financial inclusion has mediating effects on FinTech-income inequality, suggesting the important role of FinTech in 
reducing income gap and enhancing financial inclusion. Hendriks (2019) emphasizes the role of financial inclusion for 
women’s economic empowerment in order to improve their lives and achieve gender equality. In this regard, financial 
inclusion has a main role to play in the efforts dedicated to women’s equal income, controlling their economic resources, 
and taking responsibility for their lives (Hendriks, 2019). Moreover, women’s economic empowerment can cause poverty 
reduction and inclusive economic development (Hendriks, 2019). However, scholars argue that mobile banking should 
be tailored to meet women’s needs, and financial and digital training are required to enhance financial inclusion and 
make available financial resources for women (Kemal, 2019). Therefore, women need access to the digital financial 
system to make decisions about their finances through, for example, mobile banking or digital payment, and to be 
involved in economic activities in order to achieve economic empowerment (Hendriks, 2019). 
 
Digital technology enables grant access to the Internet to consumers living in remote areas and hence, improves their 
financial inclusion (Lenka and Barik, 2018). However, the usage of the Internet does not predict financial inclusion but 
in combination with financial literacy and financial product usage, which act as mediating factors (Shen et al., 2020). For 
example, China with the widespread usage of the Internet still is behind in financial inclusion (Shen et al., 2020). The 
research carried out by Shen et al. (2020) indicated that financial inclusion is not directly influenced by Internet usage 
but by financial literacy and using digital financial products. Accordingly, the financial literacy of consumers and 
stimulating the usage of digital financial products can improve financial inclusion. The usage of the Internet is still 
positively correlated with the usage of digital financial products, and the usage of digital financial products together with 
financial literacy enhances financial inclusion (Shen et al., 2020).  
 
After the unsuccessful efforts to eliminate poverty through microcredits, the new concept of Financial inclusion is 
emerged offering the potential to ensure access to financial services for excluded populations (Settle, 2020). However, a 
vast amount of people is still excluded (G20, 2018). Therefore, global policy-makers are focusing on digitalization to 
enable access to affordable financial services and products for the poor in order to advance financial inclusion and hence, 
eradicate poverty (Settle, 2020). Thus, digitalization and technological advancements have augmented the opportunities 
for financial services which is paving the way for further advancement in financial inclusion. 
 

5. Conclusions 
The paper discussed the prevalent concept of financial inclusion that gained more attention in recent years. The concept 
is considered to ensure equal access to financial products and services especially, for the unbanked population and 
consequently, achieve economic growth and poverty elimination.  

For this purpose, policy-makers in developing countries should devote targeted programs for disadvantaged groups to 
increase their financial literacy but also technological skills, which potentially will increase the usage of financial 
services. Moreover, governments should ensure access to digital technologies to facilitate financial inclusion in all 
regions of their countries, as digital financial inclusion covers remote areas as well. Therefore, they can effectively offer 
opportunities to vulnerable people to be included in the financial system and move away from poverty.  For this reason, 
governments can provide grants and aid for targeted entrepreneurs and develop a supporting business environment. Thus, 
financial inclusion presents a way to eliminate poverty, improve wellbeing, and promote economic and social 
development.  

Ozili (2021) expresses concern regarding the literature on financial inclusion as most studies have been conducted by 
researchers associated with pro-development organizations such as “the World Bank, the International Monetary Fund, 
Asian Development Bank, African Development Bank, Alliance for Financial Inclusion, Central banks and the CGAP”, 
and therefore, presenting conflicted interests. Thus, more independent research needs to be carried out to examine the 
concepts and practices of financial inclusion and exclusion through different lenses and across various countries. 
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Therefore, future research should explore the different economic, social, and cultural variables of financial inclusion in 
different countries, as well as strategy and policies influencing financial inclusion. Future studies should take into account 
that financial inclusion is also influenced by socio-cultural values. 
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