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Digital payments the most important business
model type in Asia’s FinTech industry
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FinTech by Business Model Type



Digital payments promote financial inclusion
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Source: CCAF (2019).

 GSMA (2020): mobile money “must be available to the unbanked”.

Banked Status for ASEAN FinTech Customers by Key Business Model Type



Key Messages

 FinTech payments (e.g.: e-money, mobile money) are growing rapidly and revolutionizing retail
payments, esp. in emerging economies.

 FinTech payment makes retail payments more efficient (cheaper, faster, safer), transparent and
inclusive.

 FinTech payment leverages network effects (big data, broad customer base, multi-purpose
technology) and is an enabler for e-commerce, FinTech/financial development and financial
inclusion.

 Covid-19 calls for the digitalization of G2P/G2B.

 Policy makers are encouraged to: (i) bridge existing regulatory gaps to reflect key changes of 
digitization, (ii) expand access, particularly to the more socially disadvantaged groups, (iii) promote 
regional cooperation, (iv) utilize digital tools in their own business practices (e.g.: digital G2P/G2B, 
CBDC), (v) encourage FinTech providers to constantly leverage the latest technologies to upgrade 
cyber-security measures.
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Agenda

 FinTech payment systems

 Country case study: People’s Republic of China

 Cross-country analysis

 Policy recommendations
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Payment Systems
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Retail Payments

7

Type of Customer Served by Business Model

Source: CCAF (2019).

 Payment systems that transfer large volume of funds of relatively small value. 

 C2C: 

 C2B:

 G2P/G2B: Covid-19



E-money is revolutionizing retail payments by
accommodating even smaller value of payments
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Mobile money most widely used in Sub-Saharan
Africa, followed by South Asia and East Asia &
Pacific
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Mobile money transaction value highest for 
P2P, followed by Cash-in/Cash-out
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Up to 2017, the top 3 activities of mobile phone
penetration are access accounts, remittances, utility
bills payment. Penetration in G2P/G2B rather limited.
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Source: Global Findex Database (2014, 2017).



Digitalizing G2P/G2B Payments

 Covid-19:

- PRC: Consumption coupons via AliPay and WeChat Pay

- India: “JAM (Jan Dhan-Aadhaar-Mobile) Trinity”

- Thailand: direct cash transfers via PromptPay

- Chile: “Bono COVID-19”

 Mobile G2P to frontline workers in Sierra Leone during Ebola:

- Estimated cost-saving >10 million USD (Bangura, 2016).

 More inclusive, targeted, safer, timelier and transparent distribution of funds.
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Takeaways – Stylized Facts

1) FinTech payments are growing rapidly and revolutionizing retail
payments, esp. for emerging economies.

2) Mobile money is most widely adopted in Sub-Saharan Africa, followed by
South Asia and East Asia & Pacific.

3) Mobile money is most widely adopted for P2P and Cash-in/Cash-out.

4) The top 3 categories of activities of mobile phone penetration are
account access, remittances, utility bills payment.

5) Covid-19 is likely to speed up the digitalization of G2P/G2B payments.
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People’s Republic of China

Exploit province-level variation in FinTech payment system to study its role 
on:

 E-commerce

 FinTech development

Data: PKU Digital Financial Inclusion Index of China (PKU-DFIIC), National 
Bureau of Statistics (NBS).

31 provinces, 2011-2018.
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AliPay

 AliPay is the leader of PRC’s FinTech payments, capturing 55.4% of the market share in
FinTech payments in 2020Q1 (iResearch, 2020), 1.2 billion users in 2019 (Klein, 2020).

 In 2004, Alibaba’s e-commerce platform Taobao incentivized the introduction of AliPay.
Alipay facilitates payments in e-commerce, thereby attracting more e-commerce customers.
Approximately 85% of internet purchasers pay online (rather than in cash upon delivery) in
2017 in PRC.

 Ant Financial (provider of AliPay) introduced numerous other FinTech services:

• Examples: Yu’e bao (saving, investment), Huabei/Ant Check (credit), Zhima Credit
(credit scoring), Ant Fortune(wealth management).

 During Covid-19, AliPay is used for G2P in the distribution of consumption coupons to
citizens.
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PKU-DFIIC

18Source: Institute of Digital Finance, Peking University (2019).

Data: Ant Financial (2011-2018)

Main variable of interest: Log(payment index)

Instrumental variable: Log(insurance index)



Less penetrated regions are catching up in
FinTech payments
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Convergence in FinTech Payments



FinTech payment (FinTech payment growth) 
positively (negatively) correlated with GDP per capita
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Sources: PKU-DFIIC (2019), National Bureau of Statistics (2019) and authors’ calculations.
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E-commerce - OLS
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Dependent variable: Log(e-commerce sales (million Yuan) + e-commerce purchase (million Yuan))



E-commerce – IV
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Dependent variable: Log(e-commerce sales (million Yuan) + e-commerce purchase (million Yuan))

Instrument: Log(insurance index)



FinTech Development – Pooled OLS
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Dependent variables: Log(FinTech product type index)



Takeaways - PRC

 Regional inequality: FinTech payment penetration is also higher for 
regions with higher GDP per capita.

 Less penetrated regions are catching-up.

 FinTech payment is an enabler:

- E-commerce

- FinTech and financial development

- Financial inclusion

- Digital G2P/G2B during crisis time           Inclusion & Resilience

24



Agenda

 FinTech payment systems

 Country case studies: People’s Republic of China

 Cross-country analysis

 Policy recommendations

25



Cross-country Analysis

Use cross-country data in digital payment system to study its relationship 
with:

 E-commerce

 Domestic remittances transfers

 Informal economy

Data: Global Findex Database (2014, 2017), Euromonitor Passport (2019), 
Medina and Schneider (2019).

Main variable of interest: share of population aged 15+ who has made or
received a digital payment in the past year (Global Findex Database).
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E-commerce
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Dependent variable: log(value of e-commerce (million USD))



Summary – Remittances and Informal Economy

Domestic remittances transfer

 Decreasing (increasing) share of
domestic remittances transfer conducted
in cash/in person (through financial
accounts/mobile phone).

 The share of population engaged in
domestic remittances transfer is
negatively (positively) associated with
cash/in person (accounts) transfer.

 Digging deeper into accounts transfers,
the positive association is mostly driven
by transfers through mobile phone rather
than financial accounts.

Informal economy

 Digital payments negatively associated
with the share of the informal economy,
both worldwide & in Asia.

 Controlling for income group, suggestive
evidence of digital payments reducing the
size of the informal economy.
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Takeaways – Cross-country

Suggestive evidence of digital payments:

 Increase e-commerce

 Positively associated with the share of population engaged in 
domestic remittances transfer

 Decrease the share of the informal economy
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Taking Stock

 Financial inclusion

 G2P/G2B in Covid-19

 E-commerce

 FinTech and financial development

 Domestic remittances transfers

 Informal economy

Inclusion

Efficiency/convenience

Transparency

Security

Network effect
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“Double-Edged Sword”
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 Efficiency/convenience:
• The “payment divide”

• Digitalize payments =/= Abolish cash

 Transparency:
• Electronic record-keeping (+)

• Expand access of credit services to the unbanked (+), better target the most vulnerable individuals/SMEs in crisis times (+)

• Big data vs. privacy

 Security: 
• Electronic record-keeping (+)

• Covid-19: virus transmission risk (+)

• Cyber-attacks, network disruption

• New forms of illegal activities (e.g.: identity theft, cross-border crimes, cyber-attacks)

 Network effect: 
• Platform nature: big data, broad user base and multi-purpose technology (+)

• Excessive market power



Policy Recommendations

What POLICY MAKERS can do

 Regulation

- Data privacy

- Anti-trust

- Cybersecurity

- Identity theft

 Interoperability

 Financial/ICT literacy, infrastructure

 Regional cooperation in cross-border 
crimes and payment systems integration

 Government-related payments & Central
Bank Digital Currencies (CBDC)

 Provision of cash & CICO

What PAYMENT PROVIDERS can do

 Cyber-security

- 5G

- Blockchains

- Digital ID/biometric ID/KYC

 Compliance

 Knowledge sharing and standardization
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G20 Initiative on Enhancing Cross-Border Payments
 The G20 at is February 2020 Finance Ministers and Central Bank Governors meeting asked the FSB to coordinate a 

three-stage process to develop a roadmap to enhance cross-border payments: 

Stage 1 - Assessment (Stage 1):

FSB coordinating with relevant international organizations and standard-setting bodies to assess existing arrangements 
and challenges. Technical report in April 2020: https://www.fsb.org/wp-content/uploads/P090420-2.pdf.

Stage 2 - Building Blocks:

The Committee on Payments and Market Infrastructures (CPMI) leading the work on creating building blocks/focus areas
of a response to improve the current global cross-border payment arrannggements. Provide an update to the G20 in July 
2020: https://www.bis.org/cpmi/publ/d193.pdf.

Stage 3 - Roadmap:

FSB coordinating with CPMI and other relevant international organizations and standard-setting bodies, in the 
development of a roadmap to pave the way forward. In particular, the FSB will report to the G20 on practical steps and 
indicative timeframes needed to do so. 

 The three-stage process will be submitted as a combined report to the G20 in October 2020.
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Thank you!
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Appendix



FinTech Payment Systems: Service Providers
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Increased relative importance of e-money in
emerging economies

38
Sources: BIS (2018) and author’s calculations.
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Large and rising relative importance of card
and e-money payments
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E-commerce is growing exponentially
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Source: Euromonitor (2019).
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E-commerce payment methods vary in Asia
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Source: Global Findex Database (2017).

E-commerce Payment Method in Asia (2017)



Mobile money transaction volume highest for airtime
top-up, followed by P2P and Cash-in/Cash-out. Mobile
money also used frequently for merchant payment in
East Asia
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Average value per transaction very small for
airtime top-up and merchant payments in Asia
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PKU-DFIIC Relative Ranking
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Benchmark: highest index

         � 80% benchmark

         70-80% benchmark

         60-70% benchmark             

         � 60% benchmark

Source: Institute of Digital Finance, Peking University (2019).

(a) Overall Index (b) Depth of Usage Index



Lower (higher) share domestic remittances transfers conducted in 
cash/in person (through financial accounts/mobile phone)

45
Sources: Global Findex Database (2014, 2017) and author’s calculations.
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Digital payments negatively associated with 
the share of the informal economy

48Sources: Global Findex Database (2017) and Medina and Schneider (2019).

World Asia



Suggestive evidence of digital payments 
reducing the size of the informal economy
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