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FinTech in the Pacific Island Countries:  
Challenges and Opportunities

Pacific Island countries are one of the most unique group of 
countries among ESCAP member states, with a combined 
population of about 3.2 million people and great diversity 
ranging from Fiji with a population of around 900,000, to 
Tuvalu and Nauru, with populations of only around 10,000. 

Each of these countries share similar challenges and 
opportunities as small and remote island economies, with 
limited natural resources, narrowly-based economies, 
large distances away from major markets, and vulnerable 
to external shocks. Other important economic challenges 
include poor financial infrastructure and network coverage, 
as well as a lack of scale-up effect in these widely-spread 
locations. As a result, a significant proportion of the population 
remain unbanked and rely on other forms of financing (see 
Figure 1). 

Source: Alliance for Financial Inclusion.

FinTech offers new and innovative ways of doing businesses 
to increase access to finance to the unbanked populations in 
one of the most remote and geographically-dispersed sub-
region. FinTech commonly refers to firms utilising technology 
to develop new business models – either by offering existing 
financial services at lower costs, or offering new tech-driven 
solutions to allow greater access to finance for the poor. 
Key players in the FinTech industry often include large, well-
established financial institutions, technology companies and 
disruptors such as start-ups2  (PricewaterhouseCoopers, 
2016). With global investment in FinTech funding rising to 
$111.8 billion in 20183  (KPMG, 2019), it is imperative for 
governments to harness the potential of FinTech in helping 
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the most vulnerable. In this regard, FinTech could potentially 
increase financial inclusion of small and medium enterprises 
(SMEs) and close the financing gap. In addition, FinTech could 
also overcome financial and credit barriers that entrepreneurs, 
including women, face in starting and developing their 
businesses. Firms typically considered to belong to that sector 
include mobile banking, mobile money (wallets), foreign 
exchange and remittances, digital currencies, Blockchain and 
distributed ledgers4 (CNBC, 2017).

Recognizing the importance of FinTech in promoting financial 
inclusion within the sub-region, policymakers in the Pacific 
have started discussions on integrating FinTech in national 
financial inclusion strategies. In this context, three key aspects 
of FinTech have been highlighted:

Mobile Financial Services
In recent years, we have seen the emergence of mobile 
financial services (MFS) in the Pacific, with an estimated 4.1 
million unique subscribers and an estimated annual growth 
rate of 12.6 per cent (Groupe Spécial Mobile Association, 
2015)5. Referring to mobile money payments or mobile 
banking services, MFS could serve as a potential avenue for 
financial inclusion.

Defined as person-to-business transactions made with mobile 
devices6, mobile money payments permit the storage of 
e-money in a mobile account as opposed to a bank account. 
Mobile banking services, on the other hand, allow consumers 
access to financial transactions using a mobile phone7 . This 
includes deposits, withdrawals and bill payments. MFS are 
beneficial because they are convenient in terms of transferring 
funds, paying goods and services, and storing savings. 
Thus, MFS could act as catalysts for economic and social 
development across the Pacific given the vast improvements 
in mobile connectivity over time. 

Fiji
There are numerous MFS in Fiji8. For instance, most 
commercial banks have mobile banking services and are 
currently expanding them. On the other hand, mobile money 
services such as Digicel Mobile Money and MPaisa are 
readily available as well, with 376 registered active agents 
and 1,517,153 customers in Fiji as of 31 July 20189 . Fiji’s 

Figure 1. Financial Inclusion in Fiji, Samoa and Vanuatu
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commitment to improving MFS has been reflected in its 
National Financial Inclusion Strategic Plan of 2016-202010  
for the promotion of efficiency in financial payments and 
creation of a digital financial ecosystem. In addition, it 
plans to increase the formally served adult population 
from 64 per cent to 85 per cent (by 130,000 adults), of 
which at least 50 per cent are women.

Samoa
Samoa11 liberalised its mobile market in 2006, resulting 
in more competition and new operators entering the 
market. This resulted in an increase in mobile subscriber 
penetration rate and an expansion of network coverage11. 
Samoa’s National Financial Inclusion Strategy  
2017-202012  aims to build on this momentum by increasing 
financial access to 50 per cent of the population through 
MFS. This includes the implementation of payment 
system reforms and the promotion of innovations including 
branchless banking and mobile money wallets, thus 
creating an enabling policy and regulatory environment 
for MSME finance. It also aims to improve the access of 
an additional 40,000 adults to formal financial services, of 
which at least 50 per cent will be women.

Vanuatu
Vanuatu subsidised network expansion in 2008 (Groupe 
Spécial Mobile Association, 2015), increasing the access 
of commercially unprofitable areas to mobile networks11. 
To capitalise on this, Vanuatu launched its National 
Financial Inclusion Strategy 2018 – 2023 to improve 
financial access for the people and MSMEs in Vanuatu, 
through inclusive MFS and consumer empowerment. 
It has also implemented policies which aim to increase 
the access of SMEs to finance, targeting 30 per cent of 
women through integrating financial inclusion products 
and programmes.

Despite their advantages, the number of respondents 
who use mobile banking and mobile money remain low, 
with little change in attitudes (see Figure 2 and 3).13 This 
highlights the fact that cash is still preferred for payments 
in the Pacific, partly due to its convenience, to avoid 
fees associated with electronic payments, and to assist 
with budgeting (Pacific Financial Inclusion Programme, 
2016)14. This, coupled with low mobile internet penetration 
rates, high transaction costs, as well as cultural and social 
barriers, result in the slow rate of progress of financial 
inclusion in the region as compared to the broader Asia-
Pacific region and other developing regions (Groupe 
Spécial Mobile Association, 2015). 

Remittances
Remittances contribute to a large proportion of household 
cash income for many families in the Pacific (see Figure 
4). Often regarded as an avenue for families to meet their 

basic needs, remittances can also be used to invest in 
asset-building or income-generating activities15 . They 
can also be used to supplement the creation of human 
capital16 in the region. In the Asia-Pacific region, 
family remittances totalled US $256 billion in 201717 , 
highlighting the scope and impact that these financial 
transfers play in the world economy (see Figure 5). 
With this large amount of funding, however, lies high 
remitting costs of approximately 8.26 per cent.

Mobile money account ownershipFigure 3.

Population sending or receiving remittances8Figure 4.

Mobile money account ownershipFigure 2.

Source: Alliance for Financial Inclusion.

Source: Alliance for Financial Inclusion.

Source: Alliance for Financial Inclusion.
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Pacific islands are more dependent on remittancesFigure 5.

Mobile money account ownership

Population sending or receiving remittances8

Mobile money account ownership

It is interesting to note that remittance services, such as 
Western Union, are largely used in the Pacific for both 
domestic and international remittances (see Figures 6 
and 7), with only the exception in the case of domestic 
remittances in Fiji where they are mostly sent through 
the post office. Banking services are not as much 
utilized perhaps due to stricter governing regulation19, 
lack of knowledge about alternative remitting sources, 
lack of access for remittance recipients and lack of trust 
in automation20 – in fact, there may even be a negative 
association between having received remittances in the 
past year and the likelihood of being banked, as seen in 
Samoa (Central Bank of Samoa, 2015)21 .

Population using (a) money transfer services such as Western 
Union and Money Gram, (b) post office for international  
remittances

Figure 6.

Population using money transfer services such as Western Union 
and Money Gram for international remittances.

Figure 7

FinTech may serve as an effective strategy in improving 
the remittance sector – it can disrupt traditional 
approaches with cheaper, easier and more convenient 
transfers through mobile devices or technology. With 
growing digital remittance markets emerging in financial 
hubs such as London and Singapore, it is no wonder that 
proponents of FinTech have lauded online remittance 
markets as having untapped potential22 in this area. In 
this context, policies overcoming the high transaction 
costs could include exploring bank partnerships to 
further improve harmonisation in transactions. Similarly, 
international money transfers via mobile money could be 
further developed as this is the fastest and cheapest way 
of sending money across borders.

Financial Literacy
Countries in the Pacific are committed to the promotion 
of financial inclusion to its citizens via the harnessing of 
digital technology and believe that financial education 
plays an important role in skills transfer through the 
improvement of digital and financial literacy.

Fiji
Fiji aims to integrate entrepreneurial training into tertiary 
education by 2020 and implemented the Financial 
Education Curriculum Development Project (FinED  Fiji), 
a school-based approach aiming to educate primary and 
secondary school students about personal finance. At full 
implementation, this project would reach 197,000 students 
nationwide by 2019, providing them with knowledge and 
deepening financial access. This follows from the results 
of a 2011 Fiji Financial Competency Survey, which drew 
attention to the limited levels of financial competence 
in low-income Fijian households. This project aims to 
not only empower future consumers, but also enhance 
financial inclusion in the economy.

Samoa
Samoa has pledged its support for financial education to 
all children and the promotion of financial literacy among 
adults to improve livelihoods and strengthen financial 
resilience. In accordance to its National Financial 
Inclusion Strategy 2017-2020, Samoa aims to do so by 
integrating financial literacy into the product design and 
service delivery by financial service providers. Similarly, it 
will also develop financial literacy and numeracy material 
for the financially illiterate in local languages. Lastly, 
Samoa hopes to enhance cooperation between other 
agencies to improve financial competencies, especially 
those in rural areas.

Vanuatu
Vanuatu had previously integrated financial education 
within its Year 1-3 core curriculum, in accordance to 
its commitment to the Maya Declaration on financial 

Source: Worldbank

Source: Alliance for Financial Inclusion.

Source: Alliance for Financial Inclusion.
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1  Data is comparable to the World Bank’s Global Findex Database 
(2017). Notably, more than 90% of the population above the age of 
15 in high-income countries have financial institution accounts. On 
the other hand, there are large variances in the data from the East 
Asia and Pacific region – for instance, the figure is 18% in Cambodia 
and 93% in Mongolia.
2  https://www.pwc.com/us/en/financial-services/publications/
viewpoints/assets/pwc-fsi-what-is-fintech.pdf
3 https://home.kpmg/xx/en/home/media/press-releases/2019/02/
global-fintech-investment-hits-record-in-2018.html
4 https://www.cnbc.com/2017/10/02/fintech-everything-youve-always-
wanted-to-know-about-financial-technology.html
5 https://www.gsmaintelligence.com/research/?file=336a9db2ab3ed9
5bc70e62bf7e867855&download
6 https://www.afi-global.org/sites/default/files/publications/mfswg_
gl_1_basic_terminology_finalnewnew_pdf.pdf
7 http://blogs.worldbank.org/psd/e-money-mobile-money-mobile-
banking-what-s-the-difference
8 http://www.pfip.org/wp-content/uploads/2016/08/Fianancial-
Services.pdf
9 https://www.rbf.gov.fj/getattachment/Publications-(1)/Reserve-Bank-
Annual-Reports/RBF-AR-2017-2018-(2).pdf?lang=en-US
10 https://www.rbf.gov.fj/getattachment/Left-Menu/Financial-
Inclusion/2016-2020-Fiji-FI-Strategy-Aug26.pdf?lang=en-US
11 https://www.cbs.gov.ws/index.php/dmsdocument/5407
12 http://www.pfip.org/wp-content/uploads/2017/01/NFISS-web.pdf
13 Data was unavailable in Vanuatu due to limited take-up; http://www.
pfip.org/wp-content/uploads/2017/05/VANUATU-DSS.pdf
14http://www.pfip.org/wp-content/uploads/2016/08/PIRI-Cross-
Country-Reportv2-1.pdf
15 https://www.ifad.org/en/web/latest/news-detail/asset/40287816
16 https://www.adb.org/sites/default/files/publication/28799/
remittances-pacific.pdf
17 https://www.ifad.org/documents/38714170/40286666/2018-05-01_
RemitSCOPE_web_final.pdf/1c454276-4fd3-4feb-a8d8-
24b4ef9353df
18 Data is comparable to the World Bank’s Global Findex Database 
(2017). Notably, the percentage of respondents who report personally 
sending money in the past 12 months to, or receiving any of it, is 
around 20-30% in high income countries. On the other hand, the 
figure is around 30-50% in East Asia and the Pacific.
19 https://asia.nikkei.com/Economy/A-money-laundering-crackdown-
hurts-Pacific-communities
20 http://siteresources.worldbank.org/DEC/Resources/Efficient_
Remittance_Services_for_Development_in_Pacific.pdf
21 https://www.cbs.gov.ws/index.php/dmsdocument/5407

inclusion. Having endorsed the 2020 Money Pacific 
Goals, Vanuatu has included specific targets in its 
National Financial Inclusion Strategy23 to ensure that all 
school children will receive financial education through 
core curricula, and that all adults have access to financial 
education. These targets include integrating financial 
literacy and product awareness into financial services 
offerings, raising awareness through legislation, as well 
as reviewing laws to ensure consistency across financial 
services industries.

Conclusion and Way Forward
There are several recent initiatives that may serve as 
drivers for change. Many Pacific Island countries have 
worked with agencies such as the Pacific Financial 
Inclusion Programme (PFIP) to fund innovative 
financial services. Most significantly, the recent 4th PIRI 
High-Level  Forum  discussed the role of MSMEs in 
FinTech through new avenues of financing and 
women empowerment. This has been largely 
conducted via the Pacific Islands Regional Initiative 
(PIRI). Although PIRI member states have 
committed to the Maya Declaration, the Maputo 
Accord on MSME (Micro, Small and Medium 
Enterprises) development, and the Denarau Action 
Plan on gendered financial inclusion24 (AFI, 2018), 
several challenges remain. For instance, barriers in 
mobile technology – including unreliable network 
connectivity25, affordability of devices, as well as 
perceived safety and security-related concerns – must 
firstly be addressed to increase the number formally 
included. This is in line with tailoring financial literacy 
education specifically to mobile money and mobile 
banking if increased uptake of these are priorities of 
the government. Given the importance of 
remittances in the Pacific, governments could also 
include remittance products in national policies on 
financial inclusion. Providing access to finance is 
only the first step – future policy action could involve 
more innovative forms of Fintech to improve 
financial inclusion.  The Reserve Bank of Fiji, for 
example, already stated in 2017 that it would be 
issuing guidelines for a regulatory sandbox26 to enable 
financial institutions and other entities to experiment on 
FinTech-based solutions. 

In the sub-region where cash is still king, there is much 
room for expansion and adoption of FinTech. Such 
innovations stand a good chance of making life better 
for those individuals and firms who are financially 
excluded.


