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Financial inclusion should be conceived as a policy for 
productive development

• Financial inclusion encompasses all public and private, supply- and
demand-side initiatives to provide products and services appropriate
to the needs of households and SMEs that are traditionally excluded
from the formal financial sector.

• Financial inclusion also relates to policies to enhance the use of the
financial system by the SMEs and households that already
participate in formal financial channels.

• Financial inclusiveness thus allows the financial system to respond
to the disparate financing needs of households at different stages of
the human life cycle, and of businesses at different stages of
productive and technological advancement.



Financial inclusion: unfinished business for Latin America and the 
Caribbean

• The available data show that Latin America and the Caribbean is one of the
regions of the world with the lowest levels of household financial inclusion.

• In the production sector, SMEs have low levels of access to the formal
financial system, while a gulf exists between small and large enterprises.

• The available data show that on average in Latin America and the
Caribbean, just over 45% of small businesses are able to access credit
provided by formal financial institutions.

• Low access levels among small businesses contrast with those of large
firms. In Latin America and the Caribbean, 67.8% of large companies had
access to the formal financial system, equivalent to 1.5 times the level of
access reported by small firms.

• SMEs show an unbalanced use of the financial system restricts SMEs’
capacity for expansion and future growth



The financial inclusion gap may be explained by two sets of 
factors that limit the access of households and SMEs to financing 

• The difficulties that directly concern SMEs stem from their small size, limited
resources and narrow production base, factors which restrict access to
external credit.

 Their production costs, risk levels and financing costs are higher than
those of larger enterprises, as reflected in the steep collateral or guarantee
requirements demanded of SMEs to access external sources of financing.

• A second explanation of the financial inclusion gap may be found in the
characteristics of the region’s financial system. This system is shallow and
underdeveloped, highly concentrated, short-termist and lacking in financial
instruments.

• Partly owing to these characteristics, commercial banks in Latin America and
the Caribbean are highly profitable and have no incentive to invest in
financially risky areas such as lending to SMEs.



Most SMEs finance themselves from internal resources

Manufacturing Services
Type of firm Type of firm

Small Medium Large Small Medium Large
Argentina 81.6 76.7 74.2 85.3 78.3 74.0

Bolivia 73.8 72.2 70.0 80.2 86.5 68.0
Chile 78.9 74.0 77.6 66.5 78.0 69.2

Colombia 69.8 66.2 64.0 73.2 80.5 72.2
Ecuador 69.6 76.5 69.2 76.4 76.2 77.6

El Salvador 80.0 68.5 73.0 79.6 73.8 72.8
Guatemala 80.7 84.9 77.8 92.9 80.0 73.3
Honduras 83.2 63.2 68.9 77.2 80.3 70.8
Mexico 84.5 76.9 82.6 91.7 91.3 86.8

Nicaragua 90.7 86.5 83.7 95.7 92.2 87.5
Panama 100.0 98.3 95.0 85.6 100.0 98.0

Paraguay 88.8 78.4 74.8 84.6 83.3 77.9
Peru 73.5 65.7 57.4 75.4 59.7 73.9

Uruguay 86.6 79.5 79.7 89.8 86.3 85.3
Venezuela 80.0 78.6 72.9 80.0 92.6 63.2

Regional average 81.4 76.4 74.7 82.3 82.6 76.7

Latin America (selected countries): 
manufacturing and services sector investment financed out of firms’ own funds, by firm size, 2010

(Percentages of total investment)



Rethinking financial innovation: a requirement for closing the 
financial inclusion gap 

• Financial innovation can be sees as the creation and adaptation of institutions, 
markets, processes and products.

• A new perspective on financial innovation is needed, with a view to channelling
resources towards the production sector and the achievement of development
goals.

• Financial innovation should be conceptualized as a public good in a broader
sense that differs from the traditional definition based on non-rivalry and non-
excludability.

• Within this framework, financial innovation may also take the form of actions
undertaken to channel financing to different actors, investments and production
requirements, including innovation in products, processes and institutions.



Development banks play an important role in fostering 
innovation for promoting financial inclusion

Number of 
institutions

Total assets
(billions of US$)

Percentage of total

Number of tier-I  
development banks

50 1217,8 70.6

Number of tier-II
development banks

22 152,4 8.8

Number of tier-I 
and tier-II 

development banks

7 355,4 20.6

Total 79 1725,7 100

Source: Ferraz and Luma (2017)

Development Banks in Latin America
Number of Tier-I and Tier II banks and assets (US$ billions)



SMEs and Microfirms represent on average 60% of the loan 
portfolio of development banks

SME  39% 

Large  firms  19.5%

Personal  l oans 15%

Other 6.9%

Microfirms 20%

Distribution of the loan portfolio of development banks (%) (2015)

Source: ALIDE (2015)



To promote financial inclusion development banks have turned to 
innovate in the form of products, processes and institutions

• Innovation in products
 Includes instruments on the one hand to facilitate the access to the financial system and

reduce the risk like the Cartao BNDES in the case of Brazil which has increased the level
of access to the financial system of SMEs, and that has the potential to reduce financing
costs. Another example is the use of technological platforms to improve financial
inclusion such as the case of Productive Chains of Nacional Financiera in Mexico.

• Innovation in processes
 Includes the enlargement of the financial network as is the case of the corresponsales no

bancarios in the case of Colombia. Greater flexibility in the way of evaluating the
capacity of payment of individuals and companies also falls into this category. This
comprises substituting the evaluation of risk based on financial statements with
evaluations based on direct, personal and continuous relationships between the bank and
the SME.

• Innovation in institutions
 Generating a greater complementarity between development and commercial banks. Innovation 

in the institutional framework also implies finding the right balance between innovation and 
regulation. 



Case studies Workshop

National cases National Regional

Brazil Completed Mexico (July 2016) Mexico (April 2017)

Colombia Completed Colombia (October 2016) Peru (16-17 August)

Costa Rica Completed Ecuador (October 2016) Thailand (26-27 September)

Ecuador Completed Brazil (November, 2017) Chile (18-19 October)

Mexico Completed Collaboration with other studies

ALIDE, ESCAP, DESA, ADB, IFI

Diffusion

Peru Completed Conferences

Costa Rica Completed LASA, New York (July 2016)

Cases of instruments
(Países)

IMEF, Mexico (October, 2017)

Colombia Completed Project webpage

Information on financial inclusion
Information on the project

Project documents
Links

Data base on financial inclusion

Ecuador Completed

Mexico Completed

Regional case

Seven countries of the
study

In process


