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Preface

We first officially released the Report of Financial Inclusion in China in September
2015 with the theme of “good finance, good society”, which induced positive social re-
sponses. China's inclusive financial cause has made definite phased achievements since
last year mainly in three aspects according to my observation: First, the concept of in-
clusive finance is widely spread and popularized. Either financial professionals, govern-
ment managers, or academic researchers are all increasingly paying close attention to in-
clusive finance. The positive impact of inclusive finance on the economy and its positive
effect on the society are increasingly acknowledged by the public. We can hear about in-
clusive finance related topics from median reports to lots of conferences and forums;
second, inclusive finance is fully practiced especially in the areas such as online pay-
ment, mobile payment, consumer finance and network credit etc. . We observed that the
business model on the basis of sustainability is now demonstrating the commercial and so-
cial value of the inclusive finance; third, our government issued the promoting the devel-
opment of inclusive finance five-year plan in January this year, which acts as the sign for
the development strategy of inclusive finance to gradually carry forward. The government
highly acknowledged the great significance of the inclusive finance in improving the finan-
cial structure, promoting economic development and even optimizing the social
structure. Furthermore, the plan further confirmed the basic “government-guided, mar-
ket-led” principle.

No doubt, from the experience of various countries in the world, we have to admit
that inclusive finance is an “easier said than done” cause. It is difficult, but where are
the actually the difficulties? In the now fashionable language, where is the “pain spot”?
Throughout the history of the inclusive finance development, we could see that the con-

cept of inclusive finance came into being because of market imperfections. The inclusive
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finance pioneers firstly implemented their operations in the form of non-governmental wel-
fare organizations. There is a growing consensus through long-term practice that the sus-
tainable development of inclusive finance relies on the realization of the double goals,
commercial and social performance. Certainly, this idealism practice has been lasting for
one decade. Although it has made remarkable achievements, after all it only satisfied a-
bout a quarter of the demand given the background that it is estimated that there are 600
million poor households demanding for the services globally. Moreover, the worldwide fi-
nancial exclusion remains a major issue for the knowledgeable people to worry a-
bout. Although China's inclusive finance industry lagged behind in comparison with those in
other developing countries, it grows rapidly as a rising star. A possible irreparable regret
for the inclusive finance in China is that it only experienced very limited non-governmental
welfare activities through its evolution process. The vast majority of small loan and inter-
net loan companies are about to ferociously achieve their profit goals from their birth,
therefore leading to the double mandates plight in China. The foreseeable ending will be
that those engaging in finance and self-claimed to be grassroots but classified as regular
non-financial industries start with barbaric growth and end with running their courses.

It is encouraging that the inclusive finance has taken the pace of digitization driven by
the digital technology. This trend undoubtedly reminds people to think about this historic
opportunity to achieve the double mandates of commercial and social performance. Using
its low cost, high speed and wide coverage advantages, within several years the digital
inclusive finance has already achieved what the traditional inclusive finance cannot even in
several decades. The wave of inclusive finance digitization is oncoming, shall we under-
estimate its trend and impacts? However, as every innovation is accompanied by new
risks, digital inclusive finance also has “pain spot” in its development process which is
to strike the balance between innovation and risk. The chaotic phenomena in the operation
process of internet finance in China are really thought-provoking. The deep analysis shows
that numerous risk are actually from the lack of inclusive financial infrastructure. All vehi-
cles run at a speed of more than 100 miles per hour in the absence of a highway, causing
no accidents with very low probabilities.

In the ecological environment without sound indicator system, credit system, pay-
ment system, regulatory system or legal system, the selection path for the inclusive fi-
nance could only be cautious, like walking on thin ice. So from this sense, the inclusive

finance infrastructure construction should be most urgent and with top priority, it also is
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where the government should be focused to promote this cause. Like the Chinese people
are very familiar with the wisdom of “to make a fortune, first build a road”, the success
of undertaking the inclusive finance cause relies largely on the state of the inclusive finan-
cial infrastructure.

Taking into exactly the discussions above, we set the theme of the development re-
port this year as “the inclusive finance national development strategy” . The whole repor-
ted is divided into five sections. We discussed the significance and strategic goals of con-
structing inclusive finance national development strategy from the general international
background, and further proposed the roadmap for the strategy implementation with the
consideration of China’s current situation in Section I. In Section I, we particularly dem-
onstrated intensively the role the government should play during this process. Besides dis-
cussing how the government play its guiding role in general, we specifically discussed
the role of the regional government in the development process of inclusive finance espe-
cially using the rural financial comprehensive reform case in Tiandong County of the Guan-
gxi Zhuang Autonomous Region. Our discussion of the inclusive financial infrastructure
covered a wide range of topics. We only discussed intensively on the construction of inclu-
sive finance index system for we already discussed the issue of credit in the last develop-
ment report, and this is Section Ill. Normally the institution system is a major component
of infrastructure, we did not conduct a full and complete consolidation and analysis. In-
stead we only introduced and analyzed the innovation development of institutions in the in-
clusive finance development process in Section |V, especially introduced and discussed
some typical cases. We also introduced and analyzed the advanced topics such as the ru-
ral supply chain finance especially some tentative practice of e-commerce finance. Section
V is about how to conduct empirical analysis on the social impact assessment of the inclu-
sive finance. Similar to what we did last year, we still focused on the collection and dis-
cussion of inclusive finance practice cases, and we have nine cases for this year. We be-
lieve that this persistent accumulation of cases will surely be valuable both for the current
learning and communication and for summary revelation in the future.

We got very valuable guidance from Professor Wang Jun for this year's development
report from the outset stage of proposal, we would like to express our most sincere ap-
preciation to him here! It is gratifying to see that our annual green book project were also
greatly funded by CreditEase and Visa International this year, in addition to the consist-

ent funding from Misheng Bank. We would like to express our heartfelt thanks to all of
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them! Our development report is a collaborative effort. Our team has expanded further,
we achieved results of new level with the coordination of both Professor Li Yan and Dr. Mo

Xiugen. Team members are not named here one by one. Let's celebrate and encourage to-
gether!

Bei Duoguang
August 13, 2016
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