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[image: image16.png]building on emerging opportunities and the shared vision of financial inclusion for all;

adoption evidence-based policies and credible measures that target key constraints;

replicating existing good practices with a focus on creating a more integrated, efficient and
accessible financial sector;

installing a system of providing incentives and reducing risks, and transaction costs;

balancing both demand and supply side issues around product appropriateness.
affordability/transaction costs, and alternative choices:

confidence and trust;

coordination and collaboration across policymakers, regulators, service providers and other
stakeholders.
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Executive Summary
“…..No plan, however, well-formulated can be implemented unless there is a total commitment on the part of the people of the country to work hard and make necessary sacrifices. All of us, will, therefore, have to dedicate ourselves to the task of nation building with single-minded determination. I am confident that our people will devote themselves to this task as much courage and vigour as they demonstrated during the war of liberation.” Excerpt from the Forward put by The Father of the Nation Bangabandhu Sheikh Mujibur Rahman in the First Five Year Plan of Bangladesh on November 1973. This invaluable verse has been considered as the core philosophy of developing the first National Financial Inclusion Strategy-Bangladesh (NFIS-B) in the verge of Fourth Industrial Revolution. This strategy has been drafted by following 5C (‘Commitment, Cooperation, Co-ordination, Co-existence, Comprehensive’) principles of national strategy development to reach the ultimate goal of Social cohesion and stability through ensuring the scope of access and usage of quality financial services for all. To reach this ultimate goal, the core theme of the NFIS-B will be "Journey towards Sustainable and Impactful Financial Inclusion through Digitization and Innovation". 

Access to finance for the poor is essential to promote inclusive economic growth and to eradicate poverty in the country. Financial service providing is the process by which finance is mobilized and used in the economy. A developed inclusive financial system not only expedites the process of resource mobilization and use, it also provides financial services to all who need them. It creates employment opportunities, ensures economic and financial stability through reducing vulnerability, and contributes to poverty reduction. As a policy, financial inclusion is recognized to have significant potential for improving the well-being for all, and especially for the participants in unserved and under-served financial markets who belong to the poor and marginalized groups; CMSMEs; small and marginal farm households; participants in informal sector activities; youth and women belonging to poor households; indigenous people; persons with disabilities; and other disadvantaged groups. 
National Financial Inclusion Strategy (NFIS) is a roadmap of actions, agreed and defined at the national or sub-national level, which stakeholders follow to achieve financial inclusion objectives. It provides an important opportunity to introduce an evidence-based, prioritized, better resourced, and more comprehensive approach to expanding access and usage of financial services. NFIS has gained a great deal of traction in recent years and are becoming an increasingly common policy approach in many countries. This surge in interest is also due to better available data on the acuteness of the financial exclusion problem and a better understanding of the power of strategic approaches to achieve financial inclusion objectives. Addressing financial inclusion at national policy level is done at global level in three alternative approaches:

1. Formulating National Financial Inclusion Strategy – 38 countries;

2. Ingraining Financial Inclusion in National Financial Sector Strategy – 12 countries;
3. Formulating Financial Inclusion Law – 2 countries.

The economy of Bangladesh has been achieving more than 6% real GDP growth on average for more than a decade; it recently has started heading towards the 8% landmark and shows strong trends to grow faster in the coming years. One of the drivers of this high and stable growth is Bangladesh’s success in pursuing inclusive development strategy, supported by initiatives for inclusive financing, along with implanting these objectives into the country’s financial sector. Bangladesh is now undergoing a period of ‘double transition’ – with its recent entry to the LMIC group (2015) and forthcoming graduation from the LDC group (2024). The availability of appropriate and affordable financial services improves the welfare of poor and ultra poor people since they can use their money more efficiently.
Bangladesh is a pioneer in financial inclusion with its recent strides towards ‘Digital Bangladesh’, rapid development of the financial sector, rich heritage in microfinance, and unprecedented gains in adopting digital finance and expanding mobile financial services. The government treats finance as a powerful tool of inclusive growth and shared prosperity. The country’s development strategies recognize that national development will be undermined if expanded financial services are not made available to the entire population. Since the country’s aim is to achieve ‘a happy, prosperous and enlightened Bangladesh which is free from hunger, poverty, inequality, illiteracy, and corruption and belongs completely to its citizens and maintains a healthy environment’, access to finance is taken as an important pre-condition for inclusive development. The rapidly economic growth of Bangladesh for last decade has been a powerful driver of financial inclusion. In a developing economy like Bangladesh, changing occupational relationships create demand for new financial products. The young and increasingly educated population provides a growing customer base for new financial services. Adoption of ICT is changing the nature of financial engagement, introducing opportunities for e-commerce. This acts as an opportunity to leapfrog stages of financial development through more intuitive smart-phone applications. Three common factors are identified which are responsible for financial exclusion in Bangladesh: (i) difficult-to-access localities: remote hilly and sparsely populated areas; haor, char and similar areas with difficult terrain; and relatively underdeveloped areas with poor infrastructure; (ii) demand-induced impediments: low incomes, lack of financial awareness and education, social exclusion and other constraints to availing economic opportunities; and (iii) supply-led bottlenecks: distant location of bank branches, inconvenient timings, cumbersome documentation requirements and procedures, unsuitable products and inconvenient delivery mechanisms, unfriendly staff attitudes and similar other factors that preclude the inclusion of specific groups.
Bangladesh’s financial system is relatively strong and stable with continuing rapid growth in financial resources, deposit liabilities and loans over the last few decades. Over the decades, Bangladesh’s financial system has experienced rapid changes, especially in response to on-going transformation and changing structure of the real economy. 2017 Global Financial Inclusion (Global Findex) data shows that, despite recent gains, Bangladesh still possesses the scope to reach the South Asian average in case of most indicators on financial inclusion which themselves are low relative to global standards. In Bangladesh, financial inclusion is conceived in a comprehensive manner with at least five dimensions:

· Access to a full range of quality financial services, including credit, savings, insurance, and payments;
· Financial services need to be affordable and suitable to the consumers, and delivered with quality and convenience that ensure dignity and client protection;
· Consumer have to be capable of making informed and good finance-management decisions;
· Financial services need to be available to all, without anyone excluded and underserved; and
· There is a need for a range of providers, a robust financial infrastructure, a clear regulatory framework, and financial services to be provided as per the client’s choice through a diverse and competitive financial market.
Thus, financial inclusion penetration in Bangladesh has been driven through banking sector (inclusive monetary policy; inclusive finance like agricultural. CMSME and green finance; innovative products/services; digital financial services (DFS); consumer protection and financial literacy; strengthening AML/CFT actions; risk management), Micro Finance Institutions (MFI) sector, insurance and capital market intermediaries, the cooperatives, Bangladesh Post Office, Ekti Bari Ekti Khamar & Palli Sanchay Bank, the DFS Lab+ of a2i project.
To find that endogenous model, the next challenging trajectory for Bangladesh will be the implementation of NFIS. This is the basic premise of the need for a National Financial Inclusion Strategy (NFIS), as it will provide a comprehensive framework with all stakeholders’ participation and facilitate prioritization and coordination through leveraging synergies. 

The development process of NFIS-B has been structured through detailed diagnostic study and diverse extent of 13 consultations across sectoral, regional and national level to make it comprehensive and inclusive.

The duration of this first version of NFIS-B has been placed in 2020-2024. This strategy has established its linkages with ‘Bangladesh on the March towards Prosperity’- Election Manifesto 2018 of the Government of Bangladesh, Perspective Plan of Bangladesh 2010-2021, 7th Five Year Plan and other relevant national plans. This strategy has identified 46 targets under 14 goals of Sustainable Development Goals (SDGs) to assess the impact of its implementation. Digitization and Innovation have been identified as two key base approaches of NFIS-B following the vision of ‘Digital Bangladesh’ and ‘Innovative Bangladesh’. This strategy has made an effort to set the national definition of financial inclusion as, “Access of individuals and businesses to the full range of financial services facilitated with technology provided at affordable cost with quality, ease of access and full scope of risk mitigation in responsible and sustainable manner through a regulated, transparent, efficient and competitive financial marketplace”. NFIS-B has spotted its strategic vision as 'An integrated financial system supportive to rapid and inclusive development of the country’s potential sectors, be accessible and be responsive to the needs of the population such that they can regularly use financial products and services to manage their cash flows and needs of livelihoods, and mitigate shocks as needed at individual, household and enterprise levels' along with following three core dimensions:

a. All adults have individual, full-service, safe and secure regulated financial service account facilitated by technology. 

b. Each account holder has access to electronic financial service points within acceptable distance having cash deposit, withdrawal and transfer facilities in a secure environment and at reasonable charges.

c. All households and businesses have convenient access, at reasonable prices/charges, to: (i) a full range of appropriate regulated credit and other financial products; (ii) appropriate deposit and investment products; (iii) a range of insurance (including micro insurance) and risk management products; and (iv) legally protected rights to be offered only appropriate financial products and services by the providers and the right to make informed decisions.

This strategy has been formulated with 5 objectives, 12 strategic goals consisting of 65 targets on financial inclusion of Bangladesh. To implement NFIS-B, the role of financial service providers and development partners has been elaborated.  The coordination structure of NFIS-B have been segregated four tiers by keeping the Minister, Ministry of Finance on top of it as strategic chief. Bangladesh Bank has been identified as central implementing agency to establish the national secretariat of NFIS-B. Following to these, a Monitoring and Implementation framework has put in place by keeping sufficient flexibility in context of technological evolution and financial sector dynamism.
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Part-1: National Financial Inclusion Strategy-Bangladesh (NFIS-B)
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Background: The economy of Bangladesh has been achieving more than 6% real GDP growth on average for more than a decade; it recently has started heading towards the 8% landmark and shows strong trends to grow faster in the coming years. One of the drivers of this high and stable growth is Bangladesh’s success in pursuing inclusive development strategy, supported by initiatives for inclusive financing, along with implanting these objectives into the country’s financial sector. At present, the regulated financial institutions mentored by Government policies actively promote financial inclusion initiatives. The inclusive financing initiatives, which allow credit and other financial services to flow to the vast majority of the small, marginal and tenant farmers; cottage, micro, small, and medium enterprises (CMSMEs); and other financially excluded groups/activities, have helped to enhance macro-financial stability, along with the incremental output on the supply side, and the additional employment and income generation on the demand side. Bangladesh’s long-term goal is to emerge as a developed country by 2041, for which, explicit medium-term goals have been set under Vision 2021 and other strategic plans, including the Perspective Plan (2010-2021) and the 7th Five-Year Plan (2016-2020). Bangladesh has also adopted Sustainable Development Goals (SDGs) to be achieved by 2030. For achieving the comprehensive vision of the country’s development agenda, one of the priorities of the government is to increase the access for all individuals and enterprises to quality financial products and services so that the inclusiveness of the financial sector matches the depth and diversity of the development agenda. 
The core philosophy of financial inclusion in Bangladesh is to support the government and the financial service providers for ensuring the delivery of a wide portfolio of financial services, to meet the varied needs of the unserved and underserved populations and enterprises in the country in a way that improves welfare, delivers value to them, and contributes to the sustainable growth of the financial sector and the overall economy, as envisaged in the country’s 7th Five Year Plan and other national policies. 
Bangladesh is now undergoing a period of ‘double transition’ – with its recent entry to the LMIC group (2015) and forthcoming graduation from the LDC group (2024). The availability of appropriate and affordable financial services improves the welfare of poor people since they can use their money more efficiently. They can start saving and also gain access to financial products such as loans and insurance. Furthermore, banks and other financial institutions are able to mobilize these savings for investments that, in turn, can help grow the country’s productive sectors. The whole financial system becomes more efficient and a driver for economic growth. Meanwhile, an improved financial infrastructure reduces contracting and transaction costs, which can further accelerate growth.  This is the basic premise of the need for a National Financial Inclusion Strategy (NFIS), as it will: 

· Provide a comprehensive framework with all stakeholders’ consultation;

· Facilitate prioritization and coordination through leveraging synergies;

· Develop a national definition of financial inclusion;

· Create a coordinated platform to include the excluded or vulnerable groups and sectors, who are often exposed to income, wealth and climate change shocks;

· Minimize marginalization and vulnerabilities amid Bangladesh’s transitions;

· Leverage on technology for the reach and sustainability of inclusion initiatives;

· Bridge the FIRST and LAST mile of inclusion;

· Create a VIRTUOUS CYCLE of Innovation, Demand, and Trust for Sustainable inclusion to respond to the bottom-up demand.

Moreover, as a leading member of Alliance for Financial Inclusion (AFI), Bangladesh committed internationally in 2014 to develop its NFIS, being one of the signatories of the Maya Declaration. This commitment was reiterated in 2015 during the visit of Her Majesty Queen Máxima of the Netherlands to Bangladesh, who is also the UN Secretary-General's Special Advocate for Inclusive Finance for Development (UNSGSA).

Thus, Bangladesh Bank and the Ministry of Finance of Bangladesh jointly took an initiative to develop a complete draft of NFIS-Bangladesh (NFIS-B) in 2016, with the support from the Government of United Kingdom. By May 2019, the final draft along with a diagnostic study report of NFIS-B will be submitted to the Cabinet Division of the Government of Bangladesh as the NFIS-B requires the approval of the Cabinet of GoB chaired by Honorable Prime Minister. 
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National Plans and NFIS-B: This strategy has been devised by considering the objectives and priorities of the following national level plans and strategies (but not limited to):

3. Impact of NFIS-B on SDGs: In its journey towards achieving the Millennium Development Goals (MDGs), Bangladesh has already earned the status of a lower middle-income country in 2015. It has already completed many important upfront works for starting the Sustainable Development Goals (SDGs) implementation. It has mapped out responsibilities for Ministries and agencies against each goal and target of the 2030 Agenda. As a part of it, this strategy has aligned the aspects of financial inclusion with relevant goals and targets of SDGs in following manner:
	Table-1: Impact of Financial Inclusion on SDGs Goals and Targets

	Goal
	Targets
	Impact
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	1.1, 1.3, 1.4, 1.5, 1.b 
	·  Create jobs and support the Government’s plan to reduce extreme poverty by 4% by 2020.
·  Improve reliability and speed of income receipts 
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	2.3, 2.4, 2.b, 2.c 
	·  Improve productivity of agriculture and increasing food security through appropriate financing.. 
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	3.c
	·  Improve ability to maintain payments for education, health and utility services. 
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	4.1, 4.4, 4.6
	·  Ensure financial literacy for all and skill development of women and youth 
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	5.1, 5.a
	·  Empower women with greater control over personal and commercial finances.
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	6.3, 6.4
	·  Catalyzing finance for clean water, sanitation and water efficiency 
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	7.2, 7.3, 7.a 
	·  Catalyzing appropriate financing for renewable energy and energy efficiency. 
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	8.1, 8.2, 8.3, 8.4, 8.5, 8.9, 8.10 
	·  Strengthen financial sector and institutions as well as Improve efficiency of transactions.

·  Support businesses to manage liquidity, access credit, mobilize savings for investment and mitigate economic shocks. 

	[image: image9.png]INDUSTRY, INNOVATION

ANDINFRASTRUCTURE




	9.2, 9.3, 9.4
	·   Modernize the financial system and channel banking sector funds to underserved segments

·  Address market failures across credit and insurance markets

·  Facilitate access to capital for startups
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	10.1, 10.2, 10.5, 10.c 
	·  Promoting inclusive finance 
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	11.1, 11.2, 11.3 
	·  Catalyzing finance for affordable housing, safe transportation and resilient cities. 
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	13.1, 13.2, 13.a 
	·  Improve resilience against environmental vulnerability. 

·  Support green financing to improve environmental sustainability
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	16.4, 16.5 
	·  Combating illicit financing and preventing fund flow for terrorist activities through anti-money laundering. 
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	17.14, 17.17, 17.18, 17.19 
	·  Coordinate, coherent policy through effective partnership for sustainable development

·   Development of high-quality, timely and reliable data disaggregated by income, gender, age, geographic location and other characteristics


4. Financial Service Providing Landscape of Bangladesh: Financial service providers (FSPs) in Bangladesh can be categorized in three segments, in accordance with their degree of regulation:
1. Regulated: The regulated segment includes all regulated institutions, such as Banks, Non-Bank Financial Institutions (FIs), Insurance Companies, and Capital Market Intermediaries, such as Brokerage Houses, Merchant Banks etc.; Micro Finance Institutions (MFIs).
2. Quasi-Regulated: The quasi-regulated sector includes those institutions that are regulated by any law or government agency but do not fall under the jurisdiction of Central Bank, Insurance Authority, Securities and Exchange Commission or any other enacted financial regulator. This sector is mainly represented by Specialized Financial Institutions that are mostly owned by the Government, such as Bangladesh Post Office (BPO), Bangladesh House Building Finance Corporation (BHBFC), Bangladesh Municipality Development Fund (BMDF), Palli Karma Sahayak Foundation (PKSF), Samabay Bank, Grameen Bank, Ekti Bari Ekti Khamar and Palli Sanchay Bank etc., Co-operatives, Non-Governmental Organizations (NGOs) which are not MFIs and discrete government programs.
3. Unregulated: The informal sector includes private intermediaries, which are completely unregulated.
Institutional structure of financial service providing can be outlined as follows:
1. Core Regulatory Institutions:

1.1. Bangladesh Bank is the central bank and monetary policy authority of Bangladesh and also the regulator of commercial banks and non-bank financial institutions (FIs). It is the FOREX reserve authority, regulator of money market and FOREX market, authority of currency management and payment system, principle coordinator of the national financial system and owns the Bangladesh Financial Intelligence Unit (regulator of AML and CFT in all financial intermediaries).
1.2. Insurance Development and Regulatory Authority is the regulator of insurance companies.
1.3. Bangladesh Securities and Exchange Commission is the regulator of investment banks and capital market intermediaries.
1.4. Microcredit Regulatory Authority is the regulator of micro finance institutions (MFIs).
2. Relevant Government Authorities: In the regulatory landscape of financial service intermediation in Bangladesh, some government authorities have significant roles to play to supplement the functions of the regulatory institutions, which are NGO Affairs Bureau, Department of Cooperatives, Bangladesh Telecommunication Regulatory Commission, and the NID Registration Wing of Bangladesh Election Commission. 

3. Financial Service Providers: There is a diverse set of institutions for financial service intermediation in Bangladesh and the regulated commercial Banks offer a full range of financial services. There are NBFIs, Insurance Companies, Investment Banks, MFIs, Specialized Intermediaries, NGOs and Cooperatives. The BPO also offers an array of financial services, such as savings, insurance and payments.
4. Payment Service/Digital Financial Service (DFS) Providers: In the era of FinTech, Payment Service/Digital Financial Service Providers like Mobile Financial Service (MFS) operators who are associated with banks, Payment Service Providers apart from the banks, Payment System Operators are growing rapidly.
5. Support Service Providers: The emergence of Fintech, ICT service providers have been playing a huge role in Bangladesh within the context of financial service providing. There are Payments Technology Company, FinTech Companies, Mobile Network Operators (MNOs) and Internet Service Providers (ISPs) who have huge role in expanding DFS
6. Financial Markets: Money Market, Capital Market and FOREX Market comprise the financial market in Bangladesh.
	Table-2: Financial Service Providing Mapping in Bangladesh

	Financial Intermediaries/Financial Service Providers
	Financial Services

	
	Savings
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	Payments
	Insurance
	Capital Market Instruments
	Government Issued Instruments
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	( 
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	(
	(
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	(
	(
	 
	 
	 
	

	Cooperatives
	(
	(
	
	
	
	

	Insurance Companies
	
	 
	 
	( 
	 
	

	Bangladesh Post Office
	(
	
	(
	(
	
	(

	Specialized FSPs 
	
	(
	
	
	
	

	Capital Market Intermediaries and Investment Banks
	
	
	
	
	(
	

	Government Instrument Intermediaries 
	
	
	
	
	
	(


5. Timelines of this strategy: As the core national development plan (Five Year Plan) of the country is prepared by having timeline of 5 year time-span, the duration or timeline for implementation of NFIS-B will be 5 (five) years which will be started on January 01, 2020 as this year will witness the 100th Birth Anniversary of the Father of the Nation Bangabandhu Sheikh Mujibur Rahman. The implementation duration of NFIS-B will end up on December 31, 2024 as this will be the marking year of the LDC graduation of Bangladesh.
6. Key Base Approaches of NFIS-B: In this strategy, two base approaches have been to foster its implementation- Digitization and Innovation. Digitization democratizes and enhances both efficiency and inclusion as well as expands inclusion from financial to social services. Innovation is inevitable for offering services to the people their desired quality and affordable cost in the optimal convenient modality. Innovation can facilitate the journey of Bangladesh towards prosperity by utilizing its ‘Demographic Dividend’ and ‘Density Dividend’ at the fullest. Thus, ‘Digitization’ and ‘Innovation’ have been marked as the key base approaches for implementing this strategy following the vision of ‘Digital Bangladesh’ and ‘Innovative Bangladesh’.
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National Definition of Financial Inclusion: Globally, there is no uniform definition of financial inclusion. In Bangladesh, financial inclusion is not conceived just as an increase in the volume of credit and other financial services; it involves access to, and usage of, a range of quality financial products and services provided by regulated service providers to all segments of the population. This strategy defines financial inclusion for Bangladesh as:
This will be considered as the national definition of financial inclusion for Bangladesh. 
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Strategic Vision of NFIS-B: The central theme of NFIS-B encompasses two mutually reinforcing aspects: (i) finance for growth and development; and (ii) access to finance for all. In the process, this strategy intends to support more effective monetary policy transmissions and financial sector stability to promote the country’s social transformation and achieve the development vision of the Government of Bangladesh. Consequentially, the vision of this strategy stands as:
9. Core Dimensions and Key Considerations of NFIS-B: The vision of NFIS-B will be supplemented by three core dimensions:
d. All adults have individual, full-service, safe and secure regulated financial service account facilitated by technology. 

e. Each account holder has access to electronic financial service points within acceptable distance having cash deposit, withdrawal and transfer facilities in a secure environment and at reasonable charges.

f. All households and businesses have convenient access, at reasonable prices/charges, to: (i) a full range of appropriate regulated credit and other financial products; (ii) appropriate deposit and investment products; (iii) a range of insurance (including micro insurance) and risk management products; and (iv) legally protected rights to be offered only appropriate financial products and services by the providers and the right to make informed decisions.
Key considerations of NFIS-B Bangladesh are: 
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10. Objectives of NFIS-B:
1) Increase the level of financial inclusion (having at least one regulated financial service account) of all adults to 100 percent by 2024 to be measured by nationally authenticated evaluation framework;

2) Ensure the availability of a wide range of financial products and services capable of serving in different segments of the financial market and having capacity to meet multiple needs and demands of various population groups and different enterprises;
3) Develop the financial system to assure quality, relevance, and responsiveness of the financial products and services such that these are appropriately designed, priced and tailor-made to fit the specific needs and demands of the users;

4) Create effective interface using technology between financial products and services as well as delivery channels used by different providers such as banks, nonbank financial institutions, insurance companies, post offices, MFIs and other institutions;
5) Expand financial literacy and education supplemented by strong and robust consumer empowerment framework to empower the people and the entrepreneurs to make rational and well-informed financial decisions;

6) Create statistical capacity of regulatory bodies to collect and disseminate comprehensive and quality financial inclusion data disaggregated by sex, age, location and other aspects to monitor progress of implementation of this strategy and introduce adjustments, if necessary.

11. Strategic Goals and Targets of NFIS-B: To translate the vision and objectives of this strategy into a concrete action plan, a set of 12 goals consisting of 65 targets have been marked to drive future developments in financial inclusion. These goals and targets will go in parallel to the ongoing and usual initiatives of public sector and private sector in financial inclusion.  Each of these is associated with a subset of specific actions that are grouped by relevance to the public and private sector:
	Table-3: Strategic Goals and Targets of NFIs-B

	Goals
	Targets

	1. Increase financial deepening


	1. Introduce e-KYC for all types of bank accounts, MFS accounts and other regulated financial services account
2. Revisit the KYC requirement for cottage and micro enterprises, micro-merchant/retails businesses and low-income households.
3. Ensure the access of all regulated financial service providers to ‘National ID database’ of Election Commission and ‘Biometric Database’ of Bangladesh Telecommunication Regulatory Commission

4. Introduce the framework for ‘socially responsible financing’

5. Expand the scope and practice of ‘Cluster’ and ‘Value Chain’ financing.

6. Take necessary initiatives for making account opening process as optimally simple and convenient for all

7. Develop framework for diversifying financing instruments and financing options for CMSMEs and low-income households

8. Take necessary actions to reduce fiscal burden on the usage of financial services for consumers specially in DFS
9. Establish Micro-Finance Credit Information Bureau (CIB), Collateral (both movable and immovable) Registry Bureau for financial services and upgrade the existing CIB under Bangladesh Bank into full fledged ‘Credit Registry’

10. Introduce the usage of artificial intelligence and machine learning for credit scoring and monitoring through big data analysis

11. Introduce ‘Credit Guarantee Fund’ for CMSME finance, agricultural finance and green finance

12. Take necessary initiatives for developing refinancing mechanism for funding ‘Start-ups’

13. Make required arrangement for facilitating smooth inward remittance of domestic professionals on Business Process Outsourcing and NRBs
14. Formulate policy framework for Micro-savings by BB and MRA
15. Explore the feasibility to introduce 'P2P Lending' and 'Crowd Funding'

16. Create mechanisms of robust information sharing for convenient client on-boarding

	2. Strengthen payment system and service delivery channel
	1. Ensure interoperability within all MFS accounts

2. Ensure interoperability within all MFS and bank accounts

3. Ensure the transformation of all branches of all banks into online branches

4. Ensure the participation of all banks in interbank Automated Teller Machines (ATM), Point of Sales (POS) and Internet Banking Fund Transfer (IBFT)

5. Establish a ‘Payment System Coordination Council’ consisting of relevant regulatory bodies

6. Bring all types of Government payments (P2G and G2P) including social security payments under financial services (either bank account or MFS account)

7. Take necessary initiatives to digitize ‘Micro-Merchant Payments’ and ‘Retail Transport Payment’

8. Enhance the scope of MFI linkage for providing banking and MFS services
9. Enhance the scope of financial service providing by PSPs
10. Initiate the formulation of National Payment Act

11. Assess the feasibility of establishing payment bank

	3. Establish robust Data and Measurement framework
	1. Conduct a comprehensive country-wide demand side survey to appropriately assess the financial service

2. Establish a set of globally comparable national financial inclusion indicators in light of World Bank Findex, IMF Financial Access Survey and G20 Financial Inclusion Indicators

3. Ensure the collection of comprehensive and quality financial inclusion data disaggregated by sex, age, location and other aspects 

4. Create robust and automated Management Information System and dedicated web-portal for NFIS-B data like SDG Tracker

5. Explore the potential ways for using ‘Cloud Solutions’ to store and preserve data by Financial Service Provider and Regulatory Agencies

6. Strengthen the capacity of statistical agency for national financial inclusion data

	4. Promote Financial Literacy and Consumer Empowerment
	1. Formulate Financial Literacy Policy/Strategy by all financial sector regulatory bodies separately

2. Formulate Consumer Protection Framework and Grievance Redressal System by all financial sector regulatory bodies separately

3. All regulated financial service provider will have annual program on financial literacy which will be monitored by respective regulatory body

4. Take necessary initiatives with Ministry of Education to incorporate ‘Financial Literacy’ at all levels of education (Primary, Secondary, Tertiary)

5. Assess the feasibility of introducing consumer protection mechanism similar to ‘Deposit Insurance Scheme’ for banks

	5. Broaden and Deepen Financial Inclusion of Women, Population affected by Climate Change and other underserved segment of population
	1. Develop separate policy/strategy and undertake special programs by all regulatory bodies of financial sector on women financial inclusion covering the issues below:

a) Dedicated focus on catering the need financial services (saving, credit, payment, investment and insurance) of women individuals and entrepreneurs from both rural and urban areas

b) Convenient service delivery channel for women

c) Separate focus for women in DFS

2. Formulate target based specific policies and initiate dedicated programs by IDRA, BSEC and MRA as well as relevant government agencies on Financial Inclusion and Climate Change along with the reinforcing BB’s initiatives

3. Formulate target based specific policies and initiate dedicated programs by all regulatory bodies and relevant government agencies on following aspects of financial inclusion separately:

· Youth Financial Inclusion

· Financial Inclusion for Physically Challenged People

· Financial Inclusion for Third Gender

· Financial Inclusion for Children

· Financial Inclusion for Bangladeshi Diaspora/Non Resident Bangladeshi (NRBs)

· Financial Inclusion for extremely destitute and underprivileged people like tea labors, floating communities, urban slum dwellers, poor people in remote hilly, forest, coastal, haor, char with difficult terrain and similar areas; former enclave areas, sparsely populated areas and relatively underdeveloped areas with poor infrastructure

	6. Upscale Digital Financial Services and Fintech
	1. Formulate a DFS strategy

2. Ensure the usage of DFS in all types of utility services (water, gas, electricity, internet, health, education and others) payments 

3. Assess the feasibility of application of Distributed Ledger Technology (DLT) in financial sector

4. Explore the potential modalities to introduce credit service and full deposit service for MFS account holders

5. Explore the potential solutions to provide all banking services at full scale in outlet level under agent banking

6. Assess the potential scope of application of Fintech, Regtech, Suptech, Insurtech

	7. Strengthen the policy and regulatory environment
	1. Coordinate across Ministries, Regulatory Bodies and relevant government agencies for implementation of NFIS-B

2. Establish the practice of evidence based policy making

3. Reinforce the coordination and coherent effort to refrain illegal financial services and eliminate the adverse impacts of Shadow Banking

4. Explore the potential ways to introduce ‘Regulatory Sandbox’

5. Devise appropriate ‘incentive structure’ by regulatory bodies for financial service providers to penetrate low-income markets

6. Strengthen the capacity of regulatory agencies on data-driven policy analysis and emerging technologies like Fintech, Regtech, Suptech, Insurtech, Artificial Intelligence, DLT, Machine Learning, Augmented Reality, Cyber Security

	8. Fortify risk management of financial inclusion initiatives
	1. Ensure proper application of the core principles (set by Bank for International Settlement) for effective banking supervision to the regulation and supervision of institutions relevant to financial inclusion

2. Take necessary initiatives to balance the Anti-Money Laundering (AML) and Combating Terrorist Financing (CFT) regulations and innovation in financial inclusion drives through ensuring Financial Integrity for reducing the practice of ‘De-risking’

3. Develop framework for assessing risk during financial product development
4. Develop robust regulatory and supervisory apparatus to protect data privacy and security

	9. Strengthen the insurance services
	1. Develop policy framework Micro-insurance by keeping provision of using MFI linkage to reaching beneficiaries

2. Introduce ‘Bancassurance’ to diversify service opportunity to consumers

3. Introduce innovative insurance products for marginal people, small business and agriculture like weather based crop insurance, health insurance for low income people

	10. Reinforce the capital market services
	1. Deepen the capital market to expand the participation of individuals and businesses and introduce a wider range of financial instruments for investment

2. Expand the scope of usage alternatives investments like venture capital, impact fund, AIF, SPV for CMSME finance, agricultural finance and green finance at remote rural level

3. Develop bond market to facilitate risk-averse retail and small investors

	11. Fortify Micro finance services
	1. Increase the access to diverse source of fund by MFIs

2. Initiate ‘digitization’ of relatively small scale MFIs to increase their efficiency

	12. Strengthen Quasi-Regulated Financial Service Providers like BPO, BHBFC, BMDF, PKSF, Samabay Bank, Ekti Bari Ekti Khamar and Palli Sanchay Bank to facilitate their financial services by complying applicable regulatory requirements.


12. Roles of Financial Service Providers in implementing NFIS-B: Financial Service Providers will be the key in implementing this strategy. Thus, all types of FSPs (banks, FIs, insurance, capital market intermediaries, MFIs, MFS operators, PSPs) are expected to perform the following roles (but not limited to):

1. Adopt customer-centric approach to design products tailored for underserved markets;
2. Enable offline card technology to deal with connectivity challenges, especially in rural areas. 
3. Connect existing distribution channels to a broader suite of financial services. For example, partnerships can allow bank deposits or insurance products to be distributed directly through MFS or MFIs such that banks or insurers earn through intermediation whereas MFS/MFIs earn fees.
4. Capitalise on No Frill products to expand coverage and rapidly upstream customers onto unrestricted accounts;
5. Capitalise on new infrastructure and technology to reinforce the product development, service channelling and risk management
6. Build institutional framework for establishing responsible and ethical service providing practices
7. Design tailor-made credit products for CMSMEs and low-income households

8. Undertake persistent financial literacy programs for women, youth, children and underserved segment of population specially in urban marginal economic segment and rural remote areas
9. Work closely with regulatory and government authorities to build common industry infrastructures and Open-Application Programming Interfaces
10. Proper collaboration with related service provider for financial inclusion like MNOs, ISPs.
13. Roles of Development Partners in implementing NFIS-B: Development partners act as the catalyzers to generate synergy on the initiatives from public and private sectors. In this light, this strategy has incorporated following roles to be played by development partners to foster financial inclusion in Bangladesh:
1. Partnering with Policy makers and Regulators 
1. Provide support to regulators and service providers for-
a) facilitating high-demanding payment systems issues like MFS interoperability, micro-merchant payment and retail-transport payment
b) innovation in service delivery channel like agent banking

c) innovation of blended financial product like bancassurance

d) transformation in various aspects of DFS like transformation of MFS into Mobile Banking 

2. Provide support to Government for full automation of all types of Government Payments including Transfer Payments (Social Safety Net Payments) 
3. Build data analytics capacity within the public sector to track access, usage and quality
4. Facilitate dialogue between private and public sector on consumer protection policy and regulatory development. 

5. Reinforce platforms for collaboration across stakeholders to shape policy change and create a risk proportionate regulatory environment
6. Work with regulators and service providers to develop financing market, bond market and strengthen insurance sector. 
7. Deploy resources for building regulatory framework for alternative financing including impact investment 
8. Harmonize in resource deployment of financial inclusion interventions to avoid overlapping 
9. Support regulators and government agencies in tackling the emerging issues like Fintech, Regtech, Insurtech, DLT, Artificial Intelligence, Machine Learning 
2. Working with Financial Service Providers 

1. Work with private sector to develop customer-centric and data driven financial products and services 
2. Mobilise resources to support high risk, experimental financial products and services
3. Provide financial and technical support to enhance and maintain financial infrastructure
4. Channelize low cost funding to private sector banks, NBFI and MFIs for boosting up financing in climate resilient business, socially responsible ventures and start-ups 
5. Deploy technical support and low cost funding to broaden and deepen women financial inclusion.

6. Provide support in ensuring affordable internet and mobile technology to all.

7. Provide support for financial literacy programmes on 

a) Availability of regulated financial products and their usage; 

b) Consumer Protection Shelters 

c) Personal Financial Management 

d) Personal Risk Management 
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Coordination and Implementation Structure of NFIS-B: The comprehensive nature of NFIS-B requires that its implementation involve multiple stakeholders covering both public and private sectors along with a well-defined coordination structure to ensure synergies and timely achievement of the targets. It is imperative, therefore, for the NFIS-B to install a national coordinating framework covering relevant institutes to ensure effective coordination across all parties and achieve the stipulated targets in an efficient and effective manner. The coordination framework and the associated structure is the core elements of this strategy and a tiered structure for coordination seem suitable. 
i. Coordination Structure: In this light, the coordination structure will have four tiers:

a) NFIS-B National Council (NNC) is the supreme strategic authority for implementation of NFIS and moving the national agenda for financial inclusion in Bangladesh. The NNC will provide the vision, strategic direction and required guidance and oversight in implementing the financial inclusion agenda. The NNC will be chaired by the Minister, Ministry of Finance.
The structure of the NNC will be as follows:
1. Minister, Ministry of Finance






- Chair

2. Minister, Ministry of Planning





-Member
3. Minister, Ministry of Law






-Member

4. Minister, Ministry of Agriculture





-Member

5. Minister, Ministry of Women & Children Affairs



-Member
6. Minister, Ministry of Commerce





-Member
7. Minister, Ministry of Industry






-Member
8. Minister, Ministry of Social Welfare





-Member

9. Minister, Ministry of LGRD and Co-operatives



-Member
10. Minister, Ministry of Labor and Employment



-Member

11. Minister, Ministry of Expatriates’ Welfare & Overseas Employment
-Member
12. Minister, Ministry of Post and Telecommunications



-Member
13. Minister, Ministry of Primary & Mass Education



-Member
14. Minister, Ministry of Education





-Member
15. Principle Secretary to Honorable Prime Minister



-Member

16. Chief Coordinator on SDGs Affairs of Prime Minister’s Office

-Member

17. Governor, Bangladesh Bank






-Member

18. Secretary, Financial Institutions Division, Ministry of Finance

-Member
19. Deputy Governor, Bangladesh Bank



       -Member Secretary
* The chair may decide to increase or decrease the size of the committee based on the strategic need.
** The ministries which do not have appointed Minister, State Minister or Deputy Minister will be the member from those ministries upon the decision taken by the Chair.

The Terms of Reference (ToR) of NNC will be as follows (but not limited to):

1. Approve a time bound target wise action plan based on the vision, core dimensions, objectives, strategic goals and targets of this strategy and review that plan annually.

2. Approve the financing strategy for implementing NFIS-B and provide directives to concerned agencies for allocation of resources.

3. Approve the Monitoring and Evaluation (M&E) framework of NFIS-B.

4. Approve a set of globally comparable national financial inclusion indicators as part of the M&E framework

5. Review this strategy in biennially and approve any modification, if needed. 

6. Evaluate the progress of implementation of this strategy in annual basis.

7. Provide guidance and leadership in policy, institutional, legal and other reforms necessary to realize the financial inclusion objectives and goals.

8. Approve appropriate coordination mechanisms at all levels and provide guidance for aligning the financial inclusion process with other processes.

9. Approve any change(s) in the formation of NFIS-B Steering Committee (NSC) and NFIS-B Advocacy Committee (NAC).
10. Conduct meeting of the NNC at least once times a year.
11. Perform any other function as needed to achieve the financial inclusion goals including advising the Government on the best way forward.
b) NFIS-B Steering Committee (NSC) will have the overall responsibility of implementing the NFIS- B following the guidance of the NNC. The NSC will be responsible for ensuring coordination, effectiveness and quality control in all activities under the financial inclusion agenda. The NSC will be chaired by the Governor, Bangladesh Bank. Any change(s) in the ToR or structure of NSC has to be approved by NNC. 
The structure of the NSC will be as follows:

1. Governor, Bangladesh Bank






- Chair

2. Secretary, Finance Division, Ministry of Finance



-Member

3. Secretary, Financial Institutions Division, Ministry of Finance

-Member

4. Secretary, Economic Relations Division, Ministry of Finance

-Member

5. Secretary, Internal Resources Division, Ministry of Finance

-Member

6. Member, General Economic Division, Ministry of Planning

-Member

7. Secretary, Ministry of Agriculture





-Member

8. Secretary, Ministry of Women & Children Affairs



-Member
9. Secretary, Ministry of Commerce





-Member
10. Secretary, Ministry of Industry





-Member

11. Secretary, Ministry of Social Welfare




-Member

12. Secretary, Ministry of Expatriates’ Welfare & Overseas Employment
-Member

13. Secretary, Ministry of Labor and Employment



-Member

14. Secretary, ICT Division, Ministry of Post and Telecommunications
-Member
15. Secretary, PTD, Ministry of Post and Telecommunications


-Member
16. Secretary, Ministry of Primary & Mass Education



-Member
17. Secretary, Ministry of Education





-Member
18. Secretary, Prime Minister’s Office





-Member

19. Chairman, Insurance Development and Regulatory Authority

-Member

20. Chairman, Bangladesh Securities and Exchange Commission

-Member

21. Executive Vice Chairman, Microcredit Regulatory Authority

-Member

22. Chairman, Bangladesh Telecommunication Regulatory Commission
-Member

23. Director General, NIDW, Bangladesh Election Commission

-Member

24. Director General, Department of Cooperatives



-Member

25. Director General, Bangladesh Post Office




-Member

26. Head of NFIS-B National Secretariat,


       -Member Secretary

The ToR of the NSC will be as follows:
1. Ensure coordination and timely undertaking of the activities of NFIS-B National Secretariat (discussed below), review progress of implementation, and suggest ways to overcome critical obstacles and exploit opportunities; 
2. Provide guidance to the National Secretariat on issues related to financial inclusion related activities; 
3. Suggest modalities for inter- and intra-institutional collaboration and cooperation in both public and private sectors; 
4. Indicate priorities and guidelines for preparing detailed action plan and required resources for implementing the financial inclusion agenda; 
5. Ensure that a properly functional NFIS-B National Secretariat is in place with capacity to efficiently perform its roles and responsibilities; and 
6. Review progress of implementation biannually and finalize recommendations for consideration of the NNC.
7. Conduct meeting of the NSC at least two times a year.
8. Perform any other function as guided by the NNC.
c) NFIS-B Advocacy Committee (NAC) will be the platform for the public-private partnership and policy advocacy on financial inclusion at national level. The NAC will be the forum for having the recommendations from the practitioners, implementing partners, academia and the financial service providers. The NAC will be chaired by Secretary, Financial Institutions Division, Ministry of Finance. Any change(s) in the ToR or structure of NAC has to be approved by NNC. 

The structure of the NSC will be as follows:

1. Secretary, Financial Institutions Division, Ministry of Finance 

- Chair

2. Chairman, Association of Bankers Bangladesh



-Member

3. Chairman,  Bangladesh Leasing and Finance


Companies Association






-Member

4. President, Federation of Bangladesh Chambers 

of Commerce & Industries






-Member
5. President, Bangladesh Insurance Association



-Member

6. President, Bangladesh Merchant Bankers Association


-Member

7. Representative from Credit Development Forum



-Member
8. President, Bangladesh Women Chamber of Commerce and Industry
-Member

9. President, Association of Mobile Telecom Operators of Bangladesh 
-Member

10. Representative from MFS Operators




-Member

11. Chairman, Bangladesh Association of Software and Information

-Member

12. Representative, Local Consultative Group in Bangladesh


-Member

13. Director General, Bangladesh Institute of Development Studies

-Member

14. Director General, Bangladesh Institute of Bank Management

-Member
15. Director, Bangladesh Insurance Academy




-Member

16. Executive Director, Institute for Inclusive Finance and Development 
-Member

17. Deputy Head of NFIS-B National Secretariat

       -Member Secretary

The ToR of the NAC will be as follows:

1. Enable the environment of policy dialogue within public sector and private sector
2. Develop recommendations for NNC and NSC for informed policy decision
3. Disseminate strategic directions of NNC to key market players

4. Conduct meeting of the NAC at least two times a year.
5. Perform any other function as guided by the NNC.
d) NFIS-B National Secretariat (NNS) will be established at Bangladesh Bank and responsible to perform all operational, administrative, technical research and secretarial activities for the implementation of NFIS-B. The NNS will provide required technical, administrative and research support to NNC, NSC and NAC. This will work as the statistical agency for financial inclusion in Bangladesh. NNS will collect data, maintain MIS and prepare M&E reports for NNC, NSC and NAC as well as relevant government agencies. NNS will be responsible to operationalize the comprehensive demand side survey upon the approval from NNC and NSC. NNS will also establish a permanent mechanism coordinate with the regulatory bodies, regulatory agencies and other stakeholders.
NNS will be dedicated department of Bangladesh Bank which will have a dedicated Executive Director who will be head of NNS and the Deputy Head of NNS will be a General Manager. The detailed structure and Terms of Reference of NNS will be approved by the Head of NSC and the Governor, Bangladesh Bank. The human resources in NNS will be deployed by Governor, Bangladesh Bank at the initial level. The operational and administrative budget and expenditures will be allocated by Bangladesh Bank. 
If necessary, NNS will form technical committees (TCs) on important focus areas relating to the financial inclusion agenda to provide technical and professional support in performing its responsibilities. These TCs will propose, based on in-depth analysis, detailed implementation plans on specific issues considering technical and other implications for consideration towards achieving specific NFIS-B objectives. 

ii. Implementation Structure: Key implementing agency of NFIS-B will be Bangladesh Bank. The roles of Bangladesh Bank in this case will be as follows:
1. Governor, Bangladesh Bank will chair the NSC;

2. The structure and the ToR will be decided by the Governor, Bangladesh Bank

3. All administrative and operational approvals of NNS will be pursued by Governor, Bangladesh Bank;

4. Bangladesh Bank will provide operational, administrative and secretarial resources (human resources, logistics and budget) of NNS;
5. Bangladesh Bank will be responsible for institutional level coordination within public and private sector for implementation of NFIS-B;

6. Bangladesh Bank will prepare a draft financing strategy for implementation of NFIS-B which will be placed in the first meeting of NNC for approval. 
Alongside, Financial Institutions Division, Ministry of Finance will be the line Ministry for implementation of NFIS-B. This division will collect reports on the progress of NFIS-B on quarterly basis. 

15. Monitoring and Evaluation Framework of NFIS-B: Bangladesh Bank will prepare a draft time bound target wise action plan based on the vision, core dimensions, objectives, strategic goals and targets of this strategy along with a Monitoring and Evaluation (M&E) framework which will be placed in the first meeting of NNC for approval. The M&E framework will cover the minimum following aspects:
1. NNS will send progress report of this strategy to the Minister, Ministry of Finance through FID, MoF on quarterly basis. The reports have to be placed before the Finance Minister within 30 days after the end of each quarter. First report will be submitted on the basis of the first quarter of 2020.
2. NNS will submit progress report of this strategy to the Governor, Bangladesh on monthly basis. The reports have to be placed to the Governor within 10 days after the end of each quarter. First report will be submitted on the basis of first month of 2020.

3. NNS will submit progress report of this strategy to the Cabinet of GoB bi-annually. The reports have to be placed to the Cabinet within 45 days after the end of each six month. First report will be submitted on the basis of first six months of 2020.

4. NNS will upload a monthly progress in the website of NFIS-B within 15 days after the end of each quarter
Part-2: Development Process of NFIS-B
1. Chronological Milestones of NFIS-B Development:

Bangladesh is a member of Alliance for Financial Inclusion (AFI), a global  policy leadership alliance to empower policymakers and regulators for increasing access to quality financial services for the poorest populations. Bangladesh being an active member of this alliance signed the Maya Declaration in 2012 and committed to develop its ‘National Financial Inclusion Strategy (NFIS) for Bangladesh’ in 2014. As a signatory to the Maya Declaration, Bangladesh Bank took the primary initiative of developing a National Financial Inclusion Strategy (NFIS) in 2014. Following that, Bangladesh Bank discussed this issue with Financial Institutions Division, Ministry of Finance (FID, MoF) and took the following steps chronologically:

	Time
	Initiative

	January 2015
	The Government of Bangladesh (GoB) and the Government of United Kingdom signed a Memorandum of Understanding for the 'Business Finance for the Poor in Bangladesh (BFP-B)' project and kept the provision of NFIS under that project.

	April 2015
	The Government of Bangladesh established a high-level inter-ministerial Policy Advisory Committee (PAC), including relevant Government agencies and private sector associations, to enable a coordinated approach to the development of NFIS. The committee chaired by Secretary, FID, MoF decided to prepare an evidence-based report which will act as foundation of NFIS.

	February 2016
	The process for NFIS report formally was launched at a widely attended kick-off meeting involving more than 200 senior stakeholders from government agencies, ministries, regulators, financial service providers and private sectors.

	July 2016
	Initial consultations on NFIS design and process roadmap were done by PAC in May 2016 and by senior government officials.

	October 2016 - August 2017
	5 sub-sector studies on were conducted.

	September 2017
	Compiling all sub-sector studies first draft of NFIS report was developed

	October 2017
	First draft of NFIS report was consulted with relevant high level Government policy makers as a kick-off to series of consultations.

	November 2017
	Consultation with Microfinance sector was held.

	
	Consultation with the Insurance sector was held.

	April 2018
	Consultation with the Digital Financial Service Providers was conducted.

	
	4 Regional consultations were held in Rangpur, Jashore, Chattogram and Sylhet.

	May 2018
	Consultation with the Banking sector was held.

	June 2018
	Consultation with development partners was held.

	
	Consultation with mid-level government officials was held.

	August 2018
	A national level consultation workshop on NFIS was held in presence of Honourable Finance Minister along with high level officials from concerned ministries, government institutions, development partners, banks and non-bank financial institutions, insurance and microfinance organizations, key business associations, research and academic institutions, MFS service providers.  

	December 2018
	Submission of the final draft of NFIS report to PAC for approval and the report was approved

	January 2019
	PAC sent NFIS report to Bangladesh Bank for final review.

	March -April 2019
	The report was reviewed by the departments of Bangladesh Bank related to financial inclusion.

	May 2019
	The reviewed report was submitted to FID, MoF by Bangladesh Bank

	June 2019
	FID, MoF submitted the report to the Cabinet Division.

	July 2019
	The Cabinet approved the NFIS-B.


2. NFIS-B Development Process:
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The NFIS-B has been prepared as a comprehensive document using a broad consultative process. The process has involved participation of relevant stakeholders in identifying ways to systematically increase the level of financial inclusion in the country. Furthermore, the financial inclusion has been conceptualised as interlinked with financial stability, integrity, market conduct, and capability of the consumers. The process included framework development for prioritising actions, including identifying key areas for targeting financial inclusion:

3. Core Aspects of NFIS Development Process:

The development process of NFIS-B has been rolled over with following core elements:
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1. Five sub-sector studies have been conducted separately to propel the diagnostic study process:
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2. Five cross-cutting issues have been focused to enrich the strategy in context of social cohesion:
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3. A rigorous series of 13 consultations have been conducted to assess the needs and the expectations of diverse stakeholders from NFIS-B:

Part-3: Diagnostic Study of NFIS-B

1. Introduction: 
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Finance is a powerful tool of economic growth, especially in a resource scarce developing country like Bangladesh. Access to finance for the poor is essential to promote inclusive economic growth and to eradicate poverty in the country. Financial services cover a host of transactions, including credit, savings, payment and insurance. Financial service providing is the process by which finance is mobilized and used in the economy. A developed inclusive financial system not only expedites the process of resource mobilization and use, it also provides financial services to all who need them. It creates employment opportunities, ensures economic and financial stability through reducing vulnerability, and contributes to poverty reduction. Accesses to a well–functioning financial system can economically and socially empower individuals, in particular the poor people, allowing them to better integrate into the economy and actively contribute to development. In an inclusive financial system, no segment of the population remains excluded from accessing financial services.
Development policies in Bangladesh highlight that access to basic financial products and services makes a substantial positive difference in the lives and livelihoods of all the people, especially the poor and disadvantaged sections in society. As a policy, financial inclusion is recognized to have significant potential for improving the well-being for all, and especially for the participants in unserved and under-served financial markets who belong to the poor and marginalized groups; CMSMEs; small and marginal farm households; participants in informal sector activities; youth and women belonging to poor households; indigenous people; persons with disabilities; and other disadvantaged groups. Moreover, it is recognized that financial inclusion contributes to financial growth and stability and promotes rapid and inclusive growth. Being both pro-growth and pro-poor, financial inclusion has been taken as an important policy agenda in Bangladesh to reduce poverty and inequality and promote shared prosperity and social cohesion. It is strongly recognized that financial exclusion, especially of the poor and low-income segments in society, makes these disadvantaged groups to fall back on informal markets, making them vulnerable to financial distress, unsustainable debts, and poverty.
2. National Financial Inclusion Strategy (NFIS) - An Overview:
A national financial inclusion strategy (NFIS) is a comprehensive public document formulated at the national level to systematically accelerate the level of financial inclusion in a given country. An NFIS is developed through a broad consultative process involving, among others, national public and private sector stakeholders engaged in the development of the financial sector. Typically, an NFIS will include an analysis of the current status and constraints on financial inclusion, a measurable financial inclusion goal, how the country proposes to reach this goal and by when, and how it would assess the progress and achievements of the NFIS. It can be defined as roadmaps of actions, agreed and defined at the national or sub-national level, which stakeholders follow to achieve financial inclusion objectives. It provides an important opportunity to introduce an evidence-based, prioritized, better resourced, and more comprehensive approach to expanding access and usage of financial services. NFIS can harness the enabling foundations and drivers identified as critical to achieve Universal Financial Access, and also build on those measures to promote the uptake and use of a broad range of financial services.
3. NFIS-Global Practice:
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NFIS has gained a great deal of traction in recent years and are becoming an increasingly common policy approach in many countries. This surge in interest is also due to better available data on the acuteness of the financial exclusion problem and a better understanding of the power of strategic approaches to achieve financial inclusion objectives. Policymakers’ overwhelming confidence in national strategies as a policy tool is demonstrated even more clearly by the growing number of countries that have
already formulated one, or are in the process of doing so. It is not surprising that national financial inclusion strategies have gained traction so quickly, since the logic appears simple: greater financial inclusion promises more inclusive growth and development, while national strategies have the potential to accelerate financial inclusion. The growing number of national financial inclusion strategies across all regions shows the influence of knowledge and peer learning on strategy development. However, it is important to note that practices tend to change over time based on how much knowledge is shared through mechanisms such as peer learning, and the extent to which this knowledge is applied in the strategy formulation process. Addressing financial inclusion at national policy level is done at global level in three alternative approaches:

1. Formulating National Financial Inclusion Strategy;

2. Ingraining Financial Inclusion in National Financial Sector Strategy

3. Formulating Financial Inclusion Law.

4. Financial Inclusion- Bangladesh Perspectives:
Bangladesh is a pioneer in financial inclusion with its recent strides towards ‘Digital Bangladesh’, rapid development of the financial sector, rich heritage in microfinance, and unprecedented gains in adopting digital finance and expanding mobile financial services. The government treats finance as a powerful tool of inclusive growth and shared prosperity. Available evidence shows significant beneficial impact of access to, and usage of, financial services on social and economic outcomes at both household and business levels; and access to finance is seen as essential for poverty eradication in Bangladesh. Conversely, persistent financial exclusion has significant negative effects on prosperity, inclusive growth, income equality, social cohesion and financial stability. The country’s development strategies recognize that national development will be undermined if expanded financial services are not made available to the entire population. Since the country’s aim is to achieve ‘a happy, prosperous and enlightened Bangladesh which is free from hunger, poverty, inequality, illiteracy, and corruption and belongs completely to its citizens and maintains a healthy environment’, access to finance is taken as an important pre-condition for inclusive development. The Seventh Five Year Plan (2016-2020) aims to implement ‘continuous reforms ranging across financial sector policies, financial infrastructure, regulatory and supervisory institutions for expanding access to financial services to the underserved including micro and household enterprises now operating in the informal market and deepen the financial markets with introducing relevant products’. For realizing the country’s development agenda, it is essential to harness the transformative power of financial inclusion for unserved and underserved population groups and enterprises including CMSMEs. Financial inclusion, bringing the excluded people into the formal financial system by giving them access to financial products and services, is thus taken as an essential policy pillar for sustainable and equitable growth in Bangladesh.
The rapidly growing economy of Bangladesh is a powerful driver of financial inclusion. Bangladesh has experienced a sustained period of growth over recent decades, with GDP expanding at nearly 6% from the 1990s onwards. The distribution of gains has been wider; moreover, migration and agricultural modernization have served to achieve a relatively even pattern of growth, with income inequality, measured by the Gini coefficient, rising marginally in the 2000s. Development has been buoyed by the creation of opportunities in export-oriented industries like readymade garments, as well as international remittances from the rising Bangladeshi diaspora. This growth has helped to reduce the proportion living below the national poverty line, which declined from 49% in 2000 to about 24% in 2016.

In a developing economy, changing occupational relationships create demand for new financial products. As seen from the Labor Force Surveys, between 2006 and 2013, there has been an increase in the proportion of employment in secondary sector, which rose from 15 to 21% of employment, crowding out employment in agriculture (which fell from 48% to 45%) and the service sector (which fell from 37% to 34%). The growth of salaried manufacturing work provides higher, more stable income providing an incentive to seek formal financial services to manage cash flows. In 2013, of the total 24 million paid adults, 51% were paid in monthly installments, compared with 34% paid on a daily basis. Among paid agricultural laborers, 70% received their wage on a daily basis. Moreover, there is still a large fraction of the labor force that is self-employed or carries out unpaid work. While this group is declining in size relative to paid labor, their evolving financial needs, particularly self-employed small business owners, will drive the demand for financial services over the coming years.

The young and increasingly educated population provides a growing customer base for new financial services. 52% of the population is under the age of 35, which coincides with growing levels of educational attainment, illustrated by the growing proportion of the labor force that attained higher secondary or tertiary education (which rose from 9% in 2006 to 19% in 2013). Therefore, there is cause for optimism regarding the coming cohort of financial consumers; this however rests on the education system’s ability to transmit fundamental financial skills.

Phone and internet adoption is changing the nature of financial engagement, introducing opportunities for e-commerce. This acts as an opportunity to leapfrog stages of financial development through more intuitive smart-phone applications. As internet penetration grows, many aspects of financial service provision are moving online, reducing the reliance on face-to-face interactions. This is not just a result of smart-phone ownership; personal computers create demand for internet banking and hasten progress towards the global standard of widespread digital payments and online commerce.

The role of technology also raises concerns about the digital divide, particularly from a gender perspective. The notion of digital divide reflects differences in the access and use of digital technology. Owing to greater adoption of digital financial services, this divide is likely to become an increasingly important dimension of financial inclusion. The increasing complexity of supply chains creates demand for innovative financing and payments solutions. The transition towards a more interconnected and export-oriented economy creates opportunities for companies and the financial sector. Surrounding major exporters, for example, is a host of interconnected ancillary companies with a longstanding working relationship. This may enable modes of lending such as cluster and value chain financing, where intermediaries provide financing to groups within a supply chain. Alternatively, intermediation can occur through supply chain financing, where working capital can be provided at short notice, with assets such as inventory or accounts receivable used as collateral. It therefore provides a new source of liquidity for companies and, because it relies on aspects like contract security, is likely to benefit from technologies like the block chain.
This diagnostic study has used a comprehensive analysis of the current status of constraints to, and opportunities for, financial inclusion to define measurable financial inclusion goals; how Bangladesh would reach these goals and by when; and how to assess the progress and achievements of the strategy. The underlying diagnostics provide an analytical and in-depth assessment of financial inclusion and financial infrastructure revealing the current status and helping to identify the binding constraints on expanding financial inclusion and suggesting policy priorities for the strategy. These diagnostics are comprehensive and use both demand and supply side information relating to access and use of financial products and services.

Three common factors are identified which are responsible for financial exclusion in Bangladesh: (i) difficult-to-access localities: remote hilly and sparsely populated areas; haor, char and similar areas with difficult terrain; and relatively underdeveloped areas with poor infrastructure; (ii) demand-induced impediments: low incomes, lack of financial awareness and education, social exclusion and other constraints to availing economic opportunities; and (iii) supply-led bottlenecks: distant location of bank branches, inconvenient timings, cumbersome documentation requirements and procedures, unsuitable products and inconvenient delivery mechanisms, unfriendly staff attitudes and similar other factors that preclude the inclusion of specific groups.

Bangladesh’s financial system is relatively strong and stable with continuing rapid growth in financial resources, deposit liabilities and loans over the last few decades. Although Bangladesh’s financial architecture started to develop after independence within the public sector domain, new generations of private banks and financial institutions now dominate the financial sector landscape.   Over the years, Bangladesh has also emerged as the global leader in MFIs in addition to state-owned and private commercial banks, specialized banks, insurance companies and other nonbank financial institutions. The development of alternative banking channels by the banks includes ATMs and various multibank switches such as Cash Link, Q-Cash and Omnibus. In this context, MFS have also emerged as an effective opportunity to build alternative banking channel and make transaction points more widely available. Agent banking has been working towards establishing itself as a strong alternative for remote rural consumers to access financial services. The Agent networks provide an opportunity to rapidly improve the breadth of the financial system.
Over the decades, Bangladesh’s financial system has experienced rapid changes, especially in response to on-going transformation and changing structure of the real economy. In particular, recent financial inclusion landscape has been undergoing impressive improvements. Rapid expansion of infrastructures and improvements in connectivity are driving down the cost of expansion for the financial institutions and the traditional ‘brick-and-mortar’ branches and touch points are increasingly being supplemented by digital networks. The country’s network of financial institutions has expanded rapidly, propelled by the growth of both formal (e.g. banks) and quasi-formal (e.g. NGO-MFIs, cooperatives) institutions and through exploring new ideas, benefitting from new technologies and learning from experiences. For contextualizing the landscape of financial services in Bangladesh, Following table provides a comparison of Bangladesh with other South Asian countries using 2017 Global Financial Inclusion (Global Findex) data. It shows that, despite recent gains, Bangladesh still possesses the scope to reach the South Asian average in case of most indicators on financial inclusion which themselves are low relative to global standards (Data Source: The Global Findex Database 2017, April 2018, World Bank Group).
	Table 4: Comparative picture of Financial Inclusion in South Asia

	
	Afghanistan
	Bangladesh
	India
	Nepal
	Pakistan
	Sri
Lanka
	South
Asia

	Account (% age 15+)

	All adults
	14.9
	50.0
	79.9
	45.4
	21.3
	73.6
	69.6

	Women
	7.2
	35.8
	76.6
	41.6
	7.0
	73.4
	64.1

	Adults belonging to poorest 40%
	13.8
	40.1
	77.1
	37.9
	14.2
	70.6
	65.6

	Young adults (%
ages 15-24)
	9.8
	41.0
	71.4
	39.3
	14.9
	76.6
	60.1

	Adults living in rural areas
	15.3
	49.9
	79.3
	43.0
	18.8
	72.8
	69.2

	Mobile money account (% age 15+)

	All adults
	0.9
	21.2
	2.0
	--
	6.9
	2.4
	4.2

	Savings in the past year (% age 15+)

	Saved at a financial institution
	3.7
	9.9
	19.6
	17.1
	6.1
	28.8
	17.2

	Credit in the past year (% age 15+)

	Borrowed from a financial institution
	3.3
	9.1
	6.6
	13.4
	2.3
	14.8
	6.6


5. Financial Inclusion- Country Diagnostics:
For more than a decade, Bangladesh has adopted different measures to expand inclusive finance through financial institutions and digital networks. In Bangladesh, financial inclusion is not conceived merely to increase the volume of credit and other financial services; it involves access to, and usage of, a range of quality financial products and services provided by formal service providers to all segments of the population. Financial inclusion for Bangladesh is thus, a distinct dimension of financial development that is associated with both financial depth and efficiency, and which can unleash the productive potential of financially included population. In Bangladesh, financial inclusion is conceived in a comprehensive manner with at least five dimensions:

· Access to a full range of quality financial services, including credit, savings, insurance, and payments; 

· Financial services need to be affordable and suitable to the consumers, and delivered with quality and convenience that ensure dignity and client protection; 

· Consumer have to be capable of making informed and good finance-management decisions; 

· Financial services need to be available to all, without anyone excluded and underserved; and 

· There is a need for a range of providers, a robust financial infrastructure, a clear regulatory framework, and financial services to be provided as per the client’s choice through a diverse and competitive financial market.
A quick look on financial inclusion penetration in Bangladesh provides a parallel look at the evidence of advancement and the scope of further improvement (Data Source: The Global Findex Database 2017, April 2018, World Bank Group):
	Indicators on Financial access & Usage (Population  >15Y)
	2014 (%)
	2017 (%)

	Account 
	31.0
	50.0

	Financial institution account
	29.1
	41.0

	Mobile money account
	2.7
	21.2

	Made or received digital payments
	7.4
	34.1

	Saved at a financial institution
	7.4
	9.9

	Borrowed from a financial institution or used a credit card
	10.0
	9.2


	Account, by individual characteristics (Population  >15Y)
	2014 (%)
	2017 (%)

	Women
	26.4
	35.8

	Adults belonging to the poorest 40%
	23.0
	40.1

	Adults out of the labor force
	24.3
	38.4

	Adults living in rural areas
	29.6
	49.9


	Regulatory Landscape of Financial Institutions

	
	BB
	IDRA
	BSEC
	MRA

	Govt. owned Scheduled Banks
	9
	
	
	

	Domestic Private Scheduled Banks
	41
	
	
	

	Foreign Scheduled Banks
	9
	
	
	

	Govt. NBFIs
	2
	
	
	

	Private NBFIs
	32
	
	
	

	Govt. Insurance Corporation
	
	2
	
	

	Private Insurance Companies
	
	76
	
	

	Stock Exchanges 
	
	
	2
	

	Merchant Banks
	
	
	62
	

	Stock Broker/Dealer
	
	
	393
	

	Credit Rating Companies 
	
	
	8
	

	Asset Management Companies
	
	
	39
	

	Fund Managers
	
	
	16
	

	MFIs
	
	
	
	704

	Data Source: Websites of BB, BSEC, IDRA and MRA


The snapshot below shows the access points of financial services that are featured by banks, MFIs and cooperatives in Bangladesh:

	Snapshot of Financial Service Access Points in Bangladesh

	Number of Bank Branches including Head Offices, Islamic Windows and SME  service
	10,286

	Number of ATMs
	10,180

	Number of Agent Banking Outlets
	6,933

	Number of MFS Agents
	919,191

	Number of POS
	44,654

	Number of MFI Branches
	18,196

	Data Source: Websites of BB, MRA and Department of Cooperatives


Banking Sector of Bangladesh in Financial Inclusion
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Financial Inclusion in Bangladesh has historically been led by the central bank, Bangladesh Bank (BB), especially in the last decade. In this journey, BB has been following a ‘Three Dimensional Action’ of Financial Inclusion:

Thus, in promoting financial inclusion, BB’s initiatives have the following facets, which are mutually connected:

· [image: image50.jpg]BT TR 61
o R e

TN

“_FINANGE\
. FORALL

National
Financial Inclusion
Strategy

of Bangladesh

AUGUST 9, 2018
BALL ROOM, THE WESTIN DHAKA

ORGANISED BY SUPPORTED BY FUNDED BY

vy
XSS N\ILA

Business Finance
for the Poor
in Bangladesh




Inclusive Monetary Policy: To expand financial inclusion, BB has gradually made its monetary policy inclusive, both in formulation and content. BB’s monetary policy, which is prepared twice in year reflecting the stance of monetary management, is formulated through a wide consultation with relevant stakeholders- both internally and externally to incorporate their views and thoughts. The monetary policy possesses a specific direction for promoting inclusive finance, especially in the area of agricultural finance, CMSME Finance and Green Finance.

· Promoting Inclusive Finance: In view of the contribution to food security, employment generation, poverty reduction and environmental conservation, the agriculture, CMSME and green financing are priority sectors for BB to promote inclusive finance. Below is a brief look at BB’s initiatives for these:

· Agricultural Finance

· Providing a comprehensive annual policy for banks and FIs covering more than 110 crops;

· Refinancing facilities that are worth over BDT 10 billion for sharecroppers, milk production, artificial insemination, and jute production;

· Offering credit at a lower rate (4%) for maize, pulses, oilseeds and spices, through interest subsidy;

· Offering priority for women farmers and concessional rates for tribal farmers, as well as coastal farmers;

· Promoting area approach, contract farming and revolving crop credit limit system.

· CMSME Finance

· CMSME credit disbursement of banks and NBFIs must be at least 25% of total disbursement by 2021;

· Provide at least 15% of CMSME credit to women entrepreneurs by 2021;

· Banks & FIs to provide banking & business advisory services;

· Provide ‘Women Entrepreneurs Dedicated Desk/Help Desk’ in all banks &FIs;

· Promote area-approach & cluster-based finance;

· Create specialized capacity building programs;

· Provide refinance schemes for CMSME financing worth more than BDT 10 billion.

· Green Finance

· Banks and NBFIs to provide an exhaustive list of 52 green products for finance, under 8 categories;

· Provide refinancing schemes for green finance through 4 windows, both in local and foreign currency.

· Create product development guidelines for banks and NBFIs for new product innovation for green finance.

· Innovative Products/Services: To promote savings and credit for the segments of population who cannot access banking services in any way, Bangladesh Bank has taken pro-active actions by offering policies and funding support for innovative products/services:

· Encouraging banks to open No-Frill (10 taka) accounts for farmers and over 12 other categories for the unbanked-unserved segment of population;

· Providing banking services for physically challenged persons;

· Providing school banking;

· Providing banking for Urchin and Street Children;

· Providing refinancing scheme for No-Frill Accountholders;

· Establishing banking services for residences in the 111 enclaves of Bangladesh.

· Offering banking services for Third Gender.

· Creating a mainstream Corporate Social Responsibilities of banks and FIs for financial inclusion.

· Diversifying Service Delivery Channel: To reach underserved people from remote rural areas, diverse service delivery channels are used through the following initiatives:

· Banks must establish 50% of their branches in rural areas;

· Agent banking was initiated in 2013;

· Online Banking, Internet Banking and App-based banking have been fully pursued; 

· NGO-MFI linkage to banks has been on run for loan disbursement & foreign remittance.

· Digital Financial Services & FinTech: From 2010, the country’s payment systems enjoyed a transition from manual clearing system to a fully automated clearing system; from manual payment method in commercial banks to automated payment method through core banking solution; and a shift from cash to card and other payment methods. This actually paved the way of DFS in Bangladesh, which is followed by the initiatives below:

· Automated clearing system of checks, pay-order and bank drafts are in full-scale operation through the Bangladesh Automated Clearing House;

· Electronic Fund Transfer has been implemented, which is widely used in credit transfers such as payroll, foreign and domestic remittances, social security, company dividends, retirement, expense reimbursement, bill payments, corporate payments, government tax payments, social security payments and person-to-person payments;

· National Payment Switch has been installed, which has facilitated the interoperability of ATMs, POS and Internet Banking Fund Transfer;

· Real Time Gross Settlement has been introduced, which now covers 70% of total bank branches - and 100% coverage will be done by 2020;

· E-wallet payment service provider has started its operation, which has been a landmark in the history of DFS in Bangladesh;

· FinTech, such as QR Code and NFC-based transactions has been allowed by BB to operate;

· All G2P and P2G payments will be automated by 2020;

· Initiative for MFS Interoperability has been initiated.

· Consumer Protection and Financial Literacy: To make the financial inclusion initiatives sustainable and responsible, BB has taken numerous steps to ensure consumer protection and financial literacy:

· Dedicated its own institutional set-up, named ‘Customer Interest Protection Centre,’ to the grievance redressal system, so that end-level consumers can use a dedicated hotline number, email, fax and app-based complaint management system;

· Provided comprehensive guidelines to banks for consumer complaint management;

· Established a three-tier complaint management system in banks;

· Initiated a countrywide financial literacy campaign through banks and schools for school students, under school banking activities;

· Instructed banks to improve the financial literacy of agents, under MFS and agent banking;

· Instructed all banks to increase the level of financial literacy among women entrepreneurs.
· Strengthening AML/CFT Actions: With the rising practices of ‘De-risking’, Bangladesh Bank has been vigilant and strict to preserve the compliance standard of the country’s financial service providers, especially in the context of AML/CFT (Anti-Money Laundering/Combating Terrorist Financing) issues. As part of this stance, the following initiatives are noteworthy:

· Established an independent Financial Intelligence Unit named BFIU in 2012, which is a member of Egmont Group and current Co-chair of Asia Pacific Group on Money Laundering;

· Banks, NBFIs, Insurance Companies, MFIs, Capital Market Intermediaries, NGOs/NPOs, Money Changers, Courier Services, Postal Remittance Business have been subject to AML/CFT regulation and supervision; 

· Stringent measures have been taken to prevent illicit fund flow through MFS;

· Full alignment of AML/CFT regulations with FATF standards has been made;

· Activities regarding the initiation of e-KYC are in progress.

· Fortifying Risk Management: To prevent the creation of ‘credit bubble’ and to fortify financial stability, in order to make financial inclusion initiatives sustainable, the following key actions have been taken in the context of risk management:

· Implementation of Basel-2 and Basel-3 on time;

· Stricter minimum capital requirement for banks than the Basel standard;

· Stringent liquidity management standards for banks, supplemented by rigorous monitoring; 

· Separate risk management structures in all banks, which are monitored under the Risk-Based Supervision approach.

MFIs in Financial Inclusion

The limitations of the formal financial market to cater to the needs of the poor led the MFIs to
operate specifically in the rural areas, since the 1970s. These initiatives included the provision of credit or the poor and other development inputs. Over the years, the microfinance sector has expanded rapidly in Bangladesh, in terms of the number of microfinance NGOs (MF-NGOs), number of branches and active membership. There was no formal regulatory framework for the MFIs until 2006. The government established the Microcredit Regulatory Authority (MRA) in 2006 to bring transparency and accountability, and to enhance the efficiency of the MFI operations in the country. With the limited role of formal banks, higher access to financial services especially by the poor in the rural areas has largely been achieved through the deepening of microfinance operations in the country.

The microfinance sector is financed by several sources, such as savings collected from the clients, cumulative surplus (profit) of the organization, concessional loan received from sources such as the Palli Karma Sahayak Foundation (PKSF), grants received from national and international donors, and commercial bank borrowing. 

Along with a widening network of MFIs, the sector has also witnessed a rising volume of loan disbursement and an increasing number of outstanding borrowers. Evidence shows that the overall volume of microcredit services is relatively high in the rural areas. The access to microcredit by poor households, particularly in the rural areas is relatively high in Bangladesh. Moreover, different studies also show that in rural areas, women entrepreneurship financing and agricultural financing are largely dependent on MFIs. To continue this journey, MRA, the regulatory body has taken important initiatives to strengthen this sector:

· The establishment of "Microfinance National Database" and "Digital Mapping of Microfinance Access Points in Bangladesh" has been completed;
· The Depositors Safety Fund has been created;

· An online monitoring system has been established to ensure transparency in the sector;

· Primary initiatives for the establishment of ‘Microfinance Credit Information Bureau (MF-CIB)’ have been done and next steps has begun. MF-CIB is expected to be in operation by June 2020.

Insurance and Capital Market Intermediaries in Financial Inclusion

For financial inclusion, in addition to mainstream insurance sector, micro-insurance is also an important area, which is given mostly to the low-income population. In Bangladesh, the vision for micro-insurance will be to extend financial inclusion in the insurance domain so that individual consumers, particularly low-income households who are currently excluded from insurance services, are able to access and use insurance services appropriate to their needs on a sustainable basis. Currently, 17 life insurance companies are offering micro-insurance services. The micro-insurance products offered by the life insurance companies are life, micro Takaful and endowment insurance. The micro-insurance products offered by the non-life insurance companies include health, flood, crop and livestock. However, most of the non-life products are in the pilot stage. Yet, challenges remain for transforming insurance regulations to make them conducive to micro-insurance, enhance the knowledge and know-how of insurers on micro-insurance, enhance product innovation, adopt new and innovative marketing methods, and create public confidence in the insurers. Apart from that, IDRA, the regulatory body for insurance companies, is going to launch a new insurance product for wage earners Bangladeshis residing abroad.

Capital market in Bangladesh is yet to serve the underserved segment of the population. Due to the absence of active bond market and the lack of appropriate credit scoring methods for CMSMEs, capital market instruments for financial inclusion are yet to be developed. However, the issuance of ‘Alternative Investment Rules’ in 2015 has opened the avenue for venture equity, impact fund, which seems to be very promising for CMSMEs and start-ups. In the context of financial literacy, BSEC, the regulatory authority launched a ‘Nationwide Financial Literacy Program’ for increasing the awareness on capital market instruments and its risk profiles.

The Cooperatives

Cooperatives are social institutions in which members work together to promote socioeconomic development, sharing ownership, and making decisions in a democratic manner. Cooperatives in Bangladesh are monitored by the Department of Cooperatives under the Ministry of Local Government Rural Development and Cooperatives. There are more than 175,310 cooperatives in Bangladesh, among which 22 are at the national level, while 1191 and 174,097 are at the central- and primary-levels, respectively. The total membership is more than 10 million. Historically, cooperatives have been playing a strong role in promoting financial inclusion, especially among the members, by introducing financial inclusion plans along with their other functions. Although most of the cooperatives’ members have difficulty in accessing formal financial services, the cooperatives are challenging concerns within shadow banking that are not assessed properly in Bangladesh.

Bangladesh Post Office

The BPO has been playing an important role in providing access to financial services in rural and remote areas of Bangladesh. With an extremely large and far-reaching network of about 2,000 post offices and 8,500 rural outlets, the BPO has been offering remittance services, savings accounts, and life insurance schemes. In 2010, the BPO embarked on developing and providing innovative digital financial services, and launched a new Mobile Money Order Service and Postal Cash Card, as well as a mobile financial service at the end of 2012. These new services, which primarily targeted the unbanked population in rural and remote areas, have enjoyed considerable success. At present, the functions of the BPO can be categorized into three segments: (i) postal services; (ii) agency services; and (iii) financial services. Financial services include life insurance, savings bank, savings certificate, money order, postal order, electronic money transfer service, and postal cash card.

Ekti Bari Ekti Khamar & Palli Sanchay Bank
Ektee Bari Ektee Khamar i.e. One House One Farm (OHOF) is a poverty alleviation project initiated by the Government of Bangladesh in 2009. The intrinsic goal of the project is poverty alleviation and sustainable development through e-financial inclusion, i.e. fund mobilization followed by family farming livelihood and income generation of the under privileged smallholders of the country. To give continuation and permanent shape to the project and to make the country poverty-free, the government has established a specialized online Bank for the poor, named Palli Sanchay Bank, i.e. Rural Savings Bank. The Bank has started working and functioning with 485 branches in 485 Upazila headquarters. The OHOF project is mandated to ensure the utilization of human and economic potential by creating working opportunity for 6 million households (i.e. 30 million hardcore poor), forming capital by grant and micro-savings through e-financial inclusion or online banking, and by developing skills and family farming.
The Digital Financial Services (DFS) Lab+ of a2i project

The DFS Lab+ is a joint initiative by Bangladesh Bank and a2i that attempts to expand and deepen digital financial inclusion through:

1. Citizen-centered product and service innovation: The trend in most emerging markets is towards simply tweaking financial products and services designed for the non-poor and attempting to push them to the poor who neither understand nor have much use for them. a2i fosters the creation of pro-poor digital financial products and services by linking financial service providers with financial inclusion experts and introducing them to tools, techniques and design principles necessary to understand, create, evolve, and test possible solutions. 
2. Payments digitization: Digitizing large G2P payments and piloting innovative, digital means of delivery. As the government can dictate how it pays recipients, digitizing such payment streams has high potential to accelerate financial inclusion in the short to medium term by laying the foundation in terms of policies, infrastructure and people’s attitude for enabling further, more comprehensive efforts by the private sector.

3. Assisted rural e-commerce: One of the unique features of DFS Lab+’s strategy is that ‘rural e-commerce’ is regarded as being key to driving the usage of electronic/online financial products/services (and vice-versa) by people who are currently unbanked and underserved. Especially as it brings in the crucial livelihood/economic element into the innovations in digital financial services conversation.
4. Behavior change communication & financial literacy: Interventions in the area of digital financial inclusion too often involve technologies that are made available to the intended users but are then not adopted. To address this demand-side challenge, DFS Lab+ works with development partners and behavioral insights experts to identify design features, price incentives, and marketing messages that will encourage poor people to adopt and actively use digital financial services.
5. Policy and regulatory reform: DFS Lab+ influences policy through demonstrating the potential of innovative, citizen-centered solutions to the type of critical problems faced millions of financially excluded citizens in Bangladesh.
6. The Rationale for NFIS-Bangladesh (NFIS-B):
Any public or private institution cannot ever do financial inclusion alone, even if it is a regulatory authority. Collaborative, coordinated and coherent efforts and initiatives from all stakeholders are inevitable for sustainable financial inclusion towards inclusive socio-economic development. The commitment and leadership from the decision-making level of the country and the institutions must spearhead these efforts. This is the foremost important lesson learned from Bangladesh’s journey of financial inclusion. The experiences have also shown that the right balances between and among innovation, technology, regulation and risk management are indispensable. Innovation is essential, however, if the innovation can’t be balanced by facilitating regulation, the major share of outcomes will be at risk to be vaporized. Similarly, appropriate risk management must supplement the usage of technology.   

As FinTech emerged, cyber security has been the key concern for the regulators, financial service providers and the consumers as well. Without sufficient security measures, the consumers’ confidence may decrease, which can trigger the ultimate danger for any financial system; to retain and increase consumers’ confidence, strong consumer empowerment framework with sufficient legal shelter for consumers is essential. Financial literacy is also an inevitable element in this context, as it not only creates awareness among consumers but also makes them responsible when using financial services. Financial literacy is not merely to create awareness; rather, it is a permanent process of ingraining knowledge on responsible financial services usage by individuals, households and businesses.

For sustaining the inclusion initiatives in the financial landscape, there are still miles to go for widening the access and increasing the usage of women and youth in financial services within Bangladesh .To move ahead from these lessons, finding the right model or approach for the country is the way to gain the desired outcome in this ongoing journey. The road to financial inclusion varies from country to country, community to community. The ‘one size fit for all’ approach will quickly ruin the hard-work and efforts done thus far.

To find that endogenous model, the next challenging trajectory for Bangladesh will be the implementation of NFIS. To overcome that challenge, the key doables will be:

· Establishing a coordinating platform at the national level for financial inclusion;

· Integrating biometric ID to formal financial service accounts for simplifying KYC;

· Implementing specific policies and tailored products for women and youth financing; 

· Gradually incorporating interoperability between and among all bank and MFS accounts;

· Encouraging partnership between and among banks, insurance companies and MFIs to widen the access and usage of insurance and payments products;

· Enhancing the data analytics capacity and FinTech knowledge across relevant government agencies and regulatory bodies;

· Promoting the sharing of common industry infrastructure through ensuring safety and security by FSPs for reduction of cost to consumers;

· Strengthening the consumer empowerment framework and financial literacy actions;

· Fortifying the corporate governance practices of FSPs and private sector by regulatory bodies;

· Strengthening the risk management structure and practices in FSPs;

· Conducting regular self-assessment of regulatory capacity and the governance level of regulatory bodies.

Financial Inclusion always offers two alternative roads –
· leading either to stable, inclusive and sustainable financial system, which always serves the financial needs of all segment of the population for their economic empowerment that instigates social stability; or 
· the road creates the potential for exclusion of underserved, maximizes marginalization and vulnerabilities amid economic transitions, and increases risks in diverse financial services.
7. Conclusion:
Bangladesh has chosen the first road. The journey has not been smooth so far. However, the lessons have been learned. The government, the regulatory body has always been, still is and will be committed to retain and uplift the confidence of the consumers within the financial sector. The financial sector does not only deal with money and finance, but also the trust of the people at large. So, the foremost priority of Bangladesh in its financial inclusion journey has always been to gain the confidence and trust of the people, and it will always be so. This sets the backdrop of formulating NFIS-B.
Glossary

Definition
1. Adult- In this strategy, 'Adult' will be defined according to the definition given in Majority Act 1875.

2. Child- In this strategy, 'Child' or 'Children will be defined according to the definition given in National Children Policy 2011.

3. CMSME- In this strategy, 'CMSME' will be defined according to the definition given in National Industrial Policy 2016.

4. Women entrepreneur- For this strategy, 'women entrepreneur' will be defined according to the definition of National Women Development Policy 2011.
5. Youth- In this strategy, 'Youth' will be defined according to the definition given in National Youth Policy 2017.
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Figure-1: Development Trajectory of Bangladesh upto 2100





'An integrated financial system supportive to rapid and inclusive development of the country’s potential sectors, be accessible and be responsive to the needs of the population such that they can regularly use financial products and services to manage their cash flows and needs of livelihoods, and mitigate shocks as needed at individual, household and enterprise levels








“Access of individuals and businesses to the full range of financial services facilitated with technology provided at affordable cost with quality, ease of access and full scope of risk mitigation in responsible and sustainable manner through a regulated, transparent, efficient and competitive financial marketplace.”
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Figure-2: NFIS Coordination Structure
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Figure-3: From a low-income agrarian society at its birth in 1971, Bangladesh is now a lower middle-income country of 170 million people who are in the midst of prospective transitions.








Core Philosophy of BB’s Financial Inclusion Initiatives








National Financial Inclusion Strategy-Bangladesh (NFIS-B) is a comprehensive document to systematically accelerate financial inclusion and raise awareness on challenges, build trust and collaboration among stakeholders, adopt comprehensive and integrated approaches to promote financial inclusion, leverage technology for the reach and sustainability of financial inclusion initiatives, contribute towards developing a range of financial products and services and provide a clear roadmap on how to implement and coordinate financial inclusion initiatives.





NFIS-B is based on strategic objective, goals and targets focused to minimize marginalization and vulnerabilities. The strategy bridges the first and last mile of inclusion and creates a virtuous cycle of Innovation, Demand and Trust for Sustainable and Impactful Financial Inclusion.








Journey towards Sustainable and Impactful Financial Inclusion through Digitization and Innovation





Government of the People's Republic of Bangladesh








National Financial Inclusion Strategy-Bangladesh









