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1 A ‘regulatory regime’ refers to both the tools (legislation/regulations/guidelines) and the use of these tools (oversight/supervision/market-monitoring). 
2 Stefan Staschen, ‘Inclusion, Stability, Integrity, and Protection: Observations and Lessons for the I­SIP Methodology from Pakistan’ (Report, CGAP, 2014) 42; 
‘Financial Inclusion and the Linkages to Stability, Integrity and Protection: Insights from the South African Experience’ (Report, CGAP, 2012) ( these two CGAP 
documents are referred to together in this toolkit as ‘CGAP I-SIP Methodology’).    
3 Asli Demirgüç-Kunt, Leora Klapper, Dorothe Singer, Saniya Ansar, and Jake Hess. 2018, ‘The Global Findex Database 2017: Measuring Financial Inclusion and the 
FinTech Revolution’ Washington, DC: World Bank, xi and 4. <https://globalfindex.worldbank.org/>. 
4Elisabeth Rhyne and Sonja Kelly, ‘Is Financial Inclusion Stalling? The 2017 Findex Results Raise Several Red Flags’, Next Billion Blog, 14 June 2018, 
<https://nextbillion.net/is-financial-inclusion-stalling-the-2017-findex-results/> 
5 DFS refer to all kinds of financial services accessible using digital platforms. These financial services include traditional products such as basic transaction 
accounts, savings, credit, insurance and investment, and more recent innovative products such as mobile money as well as virtual (including cryptographic) 
currencies. Digital platforms refer to platforms used to conduct transactions and access financial services. Examples of digital platforms include card payment 
networks, electronic funds transfer systems, mobile money systems and cryptocurrency platforms. DFS contrast with cash payments or traditional financial 
services accessed through physical means, such as visiting a bank branch or writing a cheque. DFS providers include banks, other authorised financial institutions, 
mobile network operators and other payments service providers. These providers make use of consumers’ access to telecommunications networks and the 
internet using devices such as mobile phones, tablets and point-of-sale devices. These providers also rely on agent networks as opposed to bank branch 
networks. 
6 Izabela Karpowicz, ‘Financial Inclusion, Growth and Inequality: A Model Application to Colombia’ (Working Paper No WP/14/166, International Monetary Fund, 
September 2014); Era Dabla-Norris et al, ‘Identifying Constraints to Financial Inclusion and Their Impact on GDP and Inequality:  A Structural Framework for 
Policy’ (Working Paper No WP/15/22, International Monetary Fund, January 2015); Alicia García-Herrero and David Martínez Turégano, ‘Financial Inclusion, 
Rather than Size, is the Key to Tackling Income Inequality’ (Working Paper No 15/05, BBVA, February 2015). 

1. BACKGROUND AND INTRODUCTION 
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7 BIS and World Bank Group, ‘Payment Aspects of Financial Inclusion’ (April 2016), 4.  
8 Transaction accounts are defined to include accounts (including e-money and prepaid) held with banks or other authorised and/or regulated payment service 
providers, which can be used to make and receive payments and to store value. See ibid 2, 65. 
9 Ibid 2.  
10 Ibid 4.  
11 Ibid 2.  
12 Ibid. 
13 Ibid 56-61.  
14 Other government agencies include, but are not limited to, Ministry of Finance, telecommunications regulators, agencies in charge of ICT policy, and regulators 
for nationwide competition and consumer protection matters.    
15 It is recognised by SSBs that the potential for financial products to be offered via digital platforms is significant. These developments introduce new market 
participants and allocate roles and risks in different ways as compared with traditional delivery of retail financial services. Global Partnership for Financial 
Inclusion, ‘Global Standard-Setting Bodies and Financial Inclusion: The Evolving Landscape.’ (White Paper. Washington, D.C.: CGAP. License: Creative Commons 
Attribution CC BY 3.0, March 2016) 9-10.  
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16 This is also called ‘digital financial inclusion’ and is defined by the GPFI Markets and Payment Systems Sub-Group to refer ‘broadly to the use of digital financial 
services to advance financial inclusion. Digital financial inclusion involves using digital means to reach financially excluded and under-served populations with a 
range of formal financial services suited to their needs, delivered responsibly at a cost affordable to the customer and sustainable for the providers.’ World Bank 
Group’s Payment System Development Group, BTCA, and AFI for the G20 GPFI, ‘Innovative Digital Payment Mechanisms Supporting F inancial Inclusion 
Stocktaking Report’ (2015) 15 (‘GPFI Stocktaking Report’).    
17 Digital technology facilitates market entry by new providers who innovate in the means by which traditional services are delivered. Similarly, the digital 
technology is accessible and used by people who may have limited experience with financial services, let alone financial services provided digitally. 
18 BIS, ‘Innovations in Retail Payments’ (May 2012) 37.  
19 Ibid.  
20 Ibid. As pointed out by the BIS, one example was the E-Money Directive of 2000 adopted by the EU. ‘In hindsight, however, this measure has turned out to be 
a barrier to innovation by setting overly strict legislative hurdles.’ That directive was consequently revised in 2009 to allow for less stringent requirements. 
21 Ibid.  
22 The ‘regulatory sandbox’ in the context of financial services regulation was arguably first proposed by the UK’s Financial Conduct Authority in its report 
entitled ‘Regulatory Sandbox’ published in November 2015. Financial Conduct Authority, ‘Regulatory Sandbox’ (November 2015) < https://www.fca.org.uk/your-
fca/documents/regulatory-sandbox >. This approach is currently tested and practised in a number of markets such as Australia and Singapore. For instance, see 
ASIC, “Fintech: ASIC's Approach and Regulatory Issues”, paper to the 21st Melbourne Money & Finance Conference (July 18-19, 2016) 10-12 (‘ASIC Fintech 
Paper’).  
23 ASIC Fintech Paper, Ibid.  
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24 BIS, above n. 18, 38.  
25 See, eg, the Alliance for Financial Inclusion’s Financial Inclusion Strategy Peer Learning Group: Financial Inclusion Strategy Peer Learning Group (FISPLG), 
Alliance for Financial Inclusion <http://www.afi-global.org/about-us/how-we-work/about-working-groups/financial-inclusion-strategy-peer-learning-group-
fisplg>. The Better Than Cash Alliance has a number of toolkits available at: Toolkits, Better Than Cash Alliance <https://www.betterthancash.org/tools-
research/toolkits>.  
26 Global Partnership for Financial Inclusion, ‘Global Standard-Setting Bodies andFinancial Inclusion: The Evolving Landscape.’ (White Paper. Washington, D.C.: 
CGAP. License:Creative Commons Attribution CC BY 3.0, March 2016) <http://www.gpfi.org/sites/default/files/documents/GPFI_WhitePaper_Mar2016.pdf>. 
G20 High-level Principles for Digital Financial Inclusion have also been endorsed at the Hangzhou Summit.  
27 Stefan Staschen and Patrick Meagher, ‘Basic Regulatory Enablers for Digital Financial Services’ CGAP Focus Note, No. 109, May 2018, 
<http://www.cgap.org/publications/basic-regulatory-enablers-digital-financial-services>. 
28 As pointed out by the GPFI Stocktaking Report, it is important to ‘have the capacity to scale up payment innovations and leverage their benefits for larger 
volumes of payments’ if innovations are to help advance financial inclusion. Above n 16, 14.   
29 For instance, Guiding Principle 2 of the BIS report ‘Payment Aspects of Financial Inclusion’ states that ‘[t]he legal and regulatory framework underpins financial 
inclusion by effectively addressing all relevant risks and by protecting consumers, while at the same time fostering innovation and competition.’ This implies that 
consumer protection, innovation and competition are all important to the development of retail payment systems. Above n 7, 57-58.  
30 Deena Burjorjee and Barbara Scola, ‘A Market Systems Approach to Financial Inclusion: Guidelines for Funders’ (Report, CGAP, 2015). 

https://www.betterthancash.org/tools-research/toolkits/ecosystem-diagnostics
http://www.afi-global.org/about-us/how-we-work/about-working-groups/financial-inclusion-strategy-peer-learning-group-fisplg
http://www.afi-global.org/about-us/how-we-work/about-working-groups/financial-inclusion-strategy-peer-learning-group-fisplg
https://www.betterthancash.org/tools-research/toolkits
https://www.betterthancash.org/tools-research/toolkits
http://www.gpfi.org/sites/default/files/documents/GPFI_WhitePaper_Mar2016.pdf
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31 In addition to BTCA’s Ecosystem Diagnostics Toolkit, the GPFI Stocktaking Report on ‘Innovative Digital Payment Mechanisms Supporting Financial Inclusion’ 
also provides a good conceptual framework that helps regularly assess market developments and new innovations. GPFI Stocktaking Report, above n 16, 11.     
32 In this paper, a ‘regulatory regime’ refers to both the tools (legislation/regulations/guidelines) and the use of these tools (oversight/supervision/market-
monitoring). See above n 1. 
33 CGAP I-SIP Methodology, above n 2.   

2. METHODOLOGY FOR THE RDT 
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34 It is assumed that the financial regulators most interested in the application of the RDT for their country would be the regulators who are responsible for 
overseeing the country’s financial system, including the payments system, and whose regulatory measures would have direct implications for the development 
of DFS.  

3. APPLICABILITY AND USE OF THE RDT 
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35 See Annex A and C of this Toolkit on the subsidiary issues and complementary resources for consideration. See also digital financial services diagnostics in 
West Africa: Tenzin Keyzom Ngodup, Digital Financial Services Diagnostics in West African Fragile States Guinea, Liberia and Sierra Leone  (1 April 2016) UNCDF 
<http://www.uncdf.org/en/digital-financial-services-diagnostics-west-african-fragile-states-guinea-liberia-and-sierra-leone>. 
 

4. CONTENT OF THE RDT 
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5. PROCESS FOR APPLYING THE RDT 



19 | A  R e g u l a t o r y  D i a g n o s t i c  T o o l k i t   

 

 

 

 

 

2.1.  

2.2.   

2.3.   

2.4.    



20 | A  R e g u l a t o r y  D i a g n o s t i c  T o o l k i t   

 

 

 

 

 



21 | A  R e g u l a t o r y  D i a g n o s t i c  T o o l k i t   

 

3.1.   

3.2.   

3.3.   

 

 

 

  



22 | A  R e g u l a t o r y  D i a g n o s t i c  T o o l k i t   

 

 
 
 

 
 

 

 

 

 

 

 

 

 

 

 

                                                 

36 Basel Committee on Banking Supervision, ‘Guidance of the Application of the Core Principles for Effective Banking Supervision to the Regulation and 
Supervision of Institutions Relevant to Financial Inclusion’ (Consultative Document, Bank for International Settlements, December 2015) 15. 
37 Ibid 15–17. 

ANNEX A: RDT - SUBJECT DOMAINS AND  

SUBSIDIARY ISSUES FOR CONSIDERATION 
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38 Ibid 6–7. 
39 Ibid 7. 
40 Ibid 7, 35. 
41 CGAP, ‘Branchless Banking Diagnostic Template’ (February 2010) 21.  
42 See Ibid 22.  
43 Ibid.  
44 Office of the Comptroller of the Currency, ‘Supporting Responsible Innovation in the Federal Banking System: An OCC Perspective’ (March 2016) 5-6.  
45 Ibid 6-7.  
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46 Irving Fisher Committee on Central Bank Statistics, ‘Measures of Financial Inclusion – A Central Bank Perspective’ (Bank for International Settlements, 2016) 33 
(Appendix 2). 
47 Ibid.    
48 Ibid 36.  
49 Ibid 33.  
50 Ibid 39.  
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51 For example, Article 10 (1) of the Revised Directive on Payment Services (PSD2) provides that  ‘The Member States or competent authorities shall require a 
payment institution which provides payment services as referred to in points (1) to (6) of Annex I to safeguard all funds which have been received from the 
payment service users or through another payment service provider for the execution of payment transactions, in either of the following ways: (a) funds shall 
not be commingled at any time with the funds of any natural or legal person other than payment service users on whose behalf the funds are held and, 
where they are still held by the payment institution and not yet delivered to the payee or transferred to another payment service provider by the end of the 
business day following the day when the funds have been received, they shall be deposited in a separate account in a credit institution or invested in secure, 
liquid low-risk assets as defined by the competent authorities of the home Member State; and they shall be insulated in accordance with national law in the 
interest of the payment service users against the claims of other creditors of the payment institution, in particular in the event of insolvency; (b) funds shall be 
covered by an insurance policy or some other comparable guarantee from an insurance company or a credit institution, which does not belong to the same 
group as the payment institution itself, for an amount equivalent to that which would have been segregated in the absence of the insurance policy or other 
comparable guarantee, payable in the event that the payment institution is unable to meet its financial obligations.’ Full text of the PSD2 available at: http://eur-
lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32015L2366. 

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32015L2366
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32015L2366
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52 Codes include the SMART campaign Client Protection Principles and GSMA ‘s Code of Conduct for Mobile Money Providers.  

http://www.smartcampaign.org/about/smart-microfinance-and-the-client-protection-principles
http://www.gsma.com/mobilefordevelopment/programmes/mobile-money/policy-and-regulation/code-of-conduct/
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53 European Data Protection Supervisor, ‘Guidelines on Data Protection in EU Financial Services Regulation’ (November 2014) 6-9.  
54 Ibid 13-15.  
55 Ibid 18-19.  
56 Ibid 20.  
57 CGAP, above n 41, 26.   
58 Ibid 25.  
59 Ibid 26-27.  
60 Ibid.  
61 Ibid.  
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62 European Data Protection Supervisor, above n 53, 15.  
63 Ibid 21.  
64 Ibid 22.  
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ANNEX B: CHECKLIST FOR DOCUMENTS/INFORMATION 

NEEDED PRIOR TO FIELDWORK
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65 Number and percentage of people in the country who use financial services of any type. 
66 Number and percentage of people in the country who use bank deposit accounts. 
67 This number provides an indication of points-of-access to branchless banking/digital financial services – however, there may be some double counting for 
agents who represent two or more banks, unless banks are able to indicate how many of their agents are exclusive at time of the data being collated. 



32 | A  R e g u l a t o r y  D i a g n o s t i c  T o o l k i t   

 

 
 
 

 

 
- 

- 

- 
- 

- 
- 

- 

- 
- 

- 
• 

• 

• 

• 

• 

• 

- 

- 
- 

- 

- 

- 

- 
• 

ANNEX C: RESOURCES

http://www.gsma.com/mobilefordevelopment/programmes/mobile-money/policy-and-regulation
http://www.gsma.com/mobilefordevelopment/programmes/mobile-money/policy-and-regulation
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