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ABSTRACT

The role of financial inclusiveness in increasing community equity and poverty alleviation is to open the widest
possible access to financial services for the community, especially the lower class as the unbanked group.
Inclusive finance is running a financial business that must be empowerment, to improve people's lives. The idea
of revitalizing financial inclusion is not without reason, because it can empower people who have never been
touched by banking systems and technology. Financial inclusiveness in community equity and poverty
alleviation is very important because it is directly aimed at the community to achieve a prosperous and peaceful
life. The Emergence of public income and poverty in Indonesia is an important issue that has a huge impact on
the sustainability of the state process and life in Indonesia.
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I. INTRODUCTION

A stable economy is created by the government with various policies that lead to economic progress in
the country so that the course of poverty economic development becomes the main problem and challenge.
Inclusive growth in Asia continues to be encouraged as income inequality continues to increase on an average
from year to year. Inclusive growth or comprehensive growth is one of the important goals of various economic
policies in the world, especially in Asia. The government, development partners and economists have paid
attention to comprehensive growth in the economic and social fields, especially in access to education, health
care, social security, clean water and sanitation, transportation and electricity as well as financial services for all
segments of society (Morgan, 2014).

The number of poor people in Indonesia is not small, the condition of a prosperous population is not
balanced with economic growth in urban areas in each province. Economic development is increasing, but many
of the population is still not in a prosperous condition. The government has developed a national strategy in
overcoming poverty problems as outlined in documents by the vision, mission, goals, and policies. Inclusive
finance is one of the strategies to encourage economic growth, accelerate poverty reduction, reduce gaps
between individuals, and between regions to realize the welfare of the Indonesian people.

The government in Indonesia implements an inclusive financial policy, where this policy is a form of
deepening in financial services (Financial Service Deepening) aimed at the lower class to take advantage of
formal financial products and services such as a means of saving money safely (keeping), transfers, saving and
loans and insurance. This is done not only by appropriately providing products but in combination with various
aspects (Bank Indonesia, 2014).

According to Bank Indonesia (2014) The term financial inclusion, which became a post-crisis trend in
2008, was based on the impact of the crisis on low-income and irregular groups of people, living in remote
areas, people with disabilities, workers who do not have legal identity documents, and marginalized
communities (in the bottom of the pyramid), which are generally unbanked, which is still very high outside of
developed countries.

Countries in Asia such as Japan and South Korea are countries that have the highest inclusive index
value compared to other countries in Asia. Japan has an inclusive index value of 0.9 and South Korea has an
inclusive index value of 0.5. This means that only the two countries are relatively evenly distributed in terms of
good financial access and services (Ummah, 2013).

An inclusive financial system (Financial Inclusion) is one of the efforts made to reduce poverty and
reduce disparities in people's income. The problems of poverty and inequality of income(income inequality)into
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social issues in various countries as well as multilateral regional cooperation organizations such as the G20, the
OECD, the World Bank, IMF, ADB, and ASEAN. Effective mobilization of domestic savings for private
investment plays a role in achieving economic growth and poverty reduction. An efficient and inclusive
financial system will empower individuals, facilitate the exchange of goods and services, integrate society with
the economy, and provide protection against economic shocks (Khasnobis and Mavrotas, 2008). Financial
inclusion through access to financial services such as savings, credit, insurance, pension funds, and payment
facilities will greatly help low-income groups of people to increase their income, accumulate wealth, manage
risks, and make efforts to get out of poverty.

Poverty and economic disparities between community groups can occur due to the powerlessness of the
community in gaining access to the existing financial system. Therefore, what happens is that the financial
system only lives in its environment without having a real impact on the existence of other sectors outside the
financial sector. The fact is that not all residents have the same access to economic resources, while at the same
time every resident must meet their daily needs (Sanjaya, 2014).

Also, according to Sarma (2012) financial inclusion is a process that ensures easy access, availability,
and benefits from the formal financial system for all economic actors. So it can be concludedthat financial
inclusion is an effort to improve public access, especially people's unbankable informal financial services by
reducing various kinds of resistance to access it.

Inclusive finance can answer this reason by providing many benefits that can be enjoyed by the public,
regulators, government and the private sector, including increasing economic efficiency, supporting financial
system stability, reducing Shadow Banking or Irresponsible Finance, supporting financial market deepening,
and providing the new market potential for banking. support the improvement of the Human Development Index
(HDI) of Indonesia, contributed positively to the growth of local and national economies that sustain and
sustainable, to reduce the gap(inequality), to improve the welfare of society, which in turn led to the decline in
poverty levels.

The strategy to increase financial inclusiveness in Asian countries has established several flagship
programs to minimize barriers and increase public access to financial services. For example, Indonesia has a
special strategy to increase financial inclusion, among others, through the provision of People's Business Credit
(KUR), my savings program, E-Money, Telkomsel Cash, the “To the Bank™ program, and improving
microfinance services. Another example is Thailand which has two special institutions to achieve increased
financial inclusion, namely the village fund and the Bank for Agriculture and Agricultural Cooperatives
(BACC) and India which implements various programs such as Agent Banking, Mobile Phone Banking and
unigue innovations such as Biometrically Scanned which is a system. identity for the Indian population to
facilitate the provision of financial services as a whole (Mankiw, 2008).

The financial sector is one of the most effective ways to reduce poverty levels in Indonesia. The
financial market is the heart of the economy which contributes to economic prosperity in providing savings,
business credit, risk management, and business acceleration as well as transfer and payment facilities so that the
financial sector can involve low-income or non-permanent people in using products and services. banking
services, find it easy to obtain capital, have savings, and business capital loans at low costs, transfer funds
without unofficial third parties. They will also be introduced to various forms of insurance to ensure the
continuity of the period at an affordable and transparent price (Rakhmindyarto, 2013).

The Emergence of public income and poverty in Indonesia is an important issue that has a huge impact
on the sustainability of the state process and life in Indonesia. Equitable distribution of society itself is an effort
made by the government in equalizing both in the fields of economy, education, development, and others, which
of course is intended by the community to create a prosperous society.

The National Strategy for Financial Inclusion (SNKI) as stipulated in Presidential Regulation Number
82 of 2016 states that financial inclusion is an important component in the process of social inclusion and
economic inclusion which plays a role in promoting economic growth, creating financial system stability,
supporting poverty reduction programs, and reducing inequalities. between individuals and between regions. An
inclusive financial system is realized through people's access to financial services so that it can increase
economic capacity and ultimately open the way out of poverty and reduce economic inequality. The growth of
the financial sector in Indonesia has not been accompanied by adequate public access to financial services.

The level of financial inclusion also affects income inequality in Indonesia, where an increasingly
inclusive banking sector can create equitable growth so that income distribution will also be more even. People
who initially did not use banking services then accessed and used repair services had the opportunity to improve
their living conditions for the better. Increasing social welfare has contributed to economic growth (Ummah,
2018).

Low-income people still do not need banking services and products due to several things, namely
feeling that they have not enough money, there is no permanent job and are still unemployed, there is no benefit
from the bank, do not need credit, do not have collateral to borrow, do not have the ability to in installments on
loans, there is still a sense of distrust and discomfort with the banking sector as the second party to manage the
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money they have, the perceived cost of transaction costs, there is insufficient knowledge of banking
products/services (World Bank Survey, 2011). This condition causes the failure to achieve financial inclusion
among the poor or low-income people.

People in the world, especially the poor and vulnerable groups, do not have access to financial services,
namely, as many as 2.7 billion people in the world do not have access to credit, insurance, and savings (CGAP
and World Bank, 2010). Access to the formal financial system in Indonesia only reaches about 52 percent of the
population, and there are 31 percent of the population accessing informal finance and 17 percent of the
population who cannot access the financial system or experience exclusive finance. According to the World
Bank (2010), as many as 50 percent of savers save their money in the formal financial sector of the bank, while
18 percent of savers save in the informal sector such as The name is Arisan, savings clubs and revolving fund
groups, while 32 percent have no savings. Loans for the community as much as 33 percent tend to choose to use
the informal financial sector, such as friends, family, neighbors, employers, and moneylenders compared to the
formal financial sector, which is 17 percent. Based on this, 40 percent of the population does not have access to
formal or informal financial products and services.

Factors that hinder public access to the formal financial sector can be grouped into two categories,
namely from the demand side and from the supply side. On the demand side, people's access is hampered due to
a lack of knowledge and public concern for financial services, low income, lack of security, and social inclusion.
On the supply side, several factors often prevent people from accessing the formal financial sector, including the
distance between the bank branch and the place of residence and complicated procedures, incompatibility of
financial products with needs, a language that is not understood, employee behavior, and rigid bank operating
times.

Financial inclusion can change the composition of the financial system in terms of transactions,
services, and access routes available to the public. These changes will create new potential risks or shocks that
are likely to cause financial instability such as collective failure of smaller institutions which can significantly
affect stability in the system. On the other hand, financial inclusion can fight instability by making the financial
system more diversified (Hanning and Jansen, 2010).

Il. LITERATURE

Financial inclusion activities are one of the important agendas in the international world, where
financial inclusion is embodied in a strategy, namely the framework, implementation, and future steps for
implementing financial inclusion. The level of financial inclusion describes public participation or access to
financial products and services provided by financial institutions in a country. Access is considered important
because it represents the opportunity for a more prosperous life for the community. Increasing financial
inclusion has not been able to make a positive contribution to many indicators of Indonesia's development.
Various improvements are needed so that increased financial inclusion can be transmitted effectively to improve
the welfare of the Indonesian population.

According to Bank Indonesia, 2014 Financial inclusion is “Everyone's right to have full access and
services from financial institutions in a timely, comfortable, informative, and affordable manner, with full
respect for their dignity. Financial services are available to all segments of society, with special attention to the
poor, the productive poor, migrant workers, and residents in remote areas.

Financial inclusiveness is defined as an effort to reduce all forms of price and non-price barriers to the
public access to using financial services (Alimsyah, 2016). Financial inclusiveness is a form of the financial
inclusion national strategy, namely the right of everyone to have full access and services from financial
institutions in a timely, comfortable, informative, and affordable manner, with full respect for dignity. The
Global Financial Development Report (2014) defines financial inclusion as "The proportion of individuals and
firms that use financial service has become a subject of considerable interest among policymakers, researchers
and other stakeholders".

Financial inclusion is a condition in which the majority of individuals can take advantage of the
available financial services and minimize the presence of groups of individuals who are not aware of the
benefits of financial access through available access without high costs (Salim, et al. 2014). According to the
Financial Services Authority, Financial Inclusion is all efforts aimed at removing all forms of price and non-
price barriers to the public access to use financial services so that they can provide significant benefits to
improving the standard of living of the community, especially for regions with regions and regions. geographic
conditions that are difficult to reach or border areas (Fitriastuti, et al 2015).

Financial inclusion promotes savings and develops a culture of saving, improves access to credit, both
entrepreneurship and consumption and also enables efficient payment mechanisms, thereby strengthening the
resource base of financial institutions that can provide economic benefits as resources and the availability of
efficient and allocative payment mechanisms, Chakrabarty (2012). Therefore, financial inclusion is a must and
banking is the main driver for the implementation of financial inclusion (Nengsih, 2015).
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The vision of a national financial inclusion is to create a financial system that can be accessed by all
levels of society to encourage economic growth, poverty reduction, income distribution, and the creation of
financial system stability in Indonesia. The objectives of financial inclusion are spelled out in the following
objectives:

1) Making the financial inclusion strategy part of the grand strategy of economic development, poverty
reduction, income distribution, and financial system stability.

2) Providing financial services and products according to community needs.

3) Increase public knowledge about financial services.

4) Increase public access to financial services. One of them is by optimizing the role of information and
communication technology (ICT) to expand the scope of financial services.

5) Strengthening the synergy between banks, micro-financial institutions, and non-bank financial institutions.

The national strategy for financial inclusion is a guide for all parties, including the central government,
local governments, the private sector, academia, and the public in expanding access to the formal financial
sector, especially low-income people. The development of a national strategy, inclusive finance must be focused
on the human aspect and be able to answer various problems that arise and eliminate various factors that hamper
these efforts. The government and Bank Indonesia have a very important role in expanding the involvement of
the financial sector. The private sector can also see that there is a very large market gap for the Indonesian
population that banks have not yet touched if they can be reached through various innovative strategies.

The World Bank (2010) reveals that there are at least four types of financial services that are
considered vital to people's lives, namely fund deposit services, credit services, payment system services, and
insurance including pension funds. These four aspects are the basic requirements that every society must have to
have a better life. Increasing public access to financial institutions is certainly a problem of complexity that
requires cross-sectoral coordination involving banking authorities, non-bank financial services, and ministries or
other institutions that pay attention to poverty alleviation efforts, so a comprehensive and comprehensive policy
is needed in a National Strategy for Financial Inclusion.

Inclusive finance is a national development strategy to promote economic growth through equal
distribution of income, poverty alleviation, and financial system stability. The importance of financial inclusion
and its urgent nature is due to a large number of Indonesians who do not yet have access to the formal financial
sector. Also, the formal financial sector is a public good and therefore every citizen has the right to access a
variety of formal financial products and services that are quality, timely, comfortable, clear, and at affordable
costs. Therefore, access to formal financial products and services must be provided for all segments of society,
with special attention to low-income poor groups, productive poor groups, groups of migrant workers, and
groups of people living in remote areas.

Bank Indonesia (2014) views that to determine the development of the financial inclusion process, a
performance measure is needed. Alliance for Financial Inclusion (2010) generally defines the complexity of
financial inclusion into four components, namely access, availability, use, and welfare.

a) Access(Access)is a component of this particular emphasis on the ability to use financial services and
products provided by formal financial institutions.

b) Quality(Quality)is a measure of the suitability of services or financial products to customer needs, quality
components include consumer experience indicated in opinions and attitudes about financial services
products available to them.

c) Usage(Usage)which emphasizes the use of banking services, and focuses on permanent aspects including
the frequency, duration, and regularity of use of the services of a financial services product.

d) Welfare (Welfare), which measures the impact of a product or financial service on consumers, such as
changes in consumption patterns, business activities, and investment.

RESEARCH METHOD The
The method used in this research is a qualitative descriptive method using data collection techniques
used by tracing the documentation study on the related articles.

I1l. RESULTS AND DISCUSSION
Financial Inclusion in the global Findex data at the World Bank, informs that in 2014 the level of
financial inclusion of the Indonesian population was 36.1 percent, where this number is the percentage of
Indonesians over 15 years of age who have accounts at financial institutions of 177 million inhabitants. The
level of financial inclusion in Indonesia is still lower compared to countries in the East Asia and Pacific region,
namely 69.0 percent and is still classified as lower than countries classified as low and middle income at 42.7
percent.
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Based on the 2014 Findex data, the percentage of adult female account holders, among the young
population aged 15-24, among the poor and rural people, is also low and far behind from low to middle-income
countries. Account ownership in financial institutions of 35.9 percent means that there is a rapid increase from
19.6 percent in 2011 as the main instrument used in withdrawing money, as well as electronic transactions,
which increased rapidly compared to 2011's 51.1 percent. The proportion of Indonesia's adult population saving
at financial institutions by 26.6 percent also increased, because in 2011 only 15.3 percent of the adult population
in Indonesia had savings in financial institutions.

The Financial Services Authority as the regulator in Indonesia conducted a national survey on financial
literacy and inclusion, namely in 2013 and 2016. Figure 2.3 shows the results of the survey, the level of
financial literacy has increased from 21.84 percent in 2013 to 29.66 percent in 2016. In this case, financial
literacy is a public opening in their knowledge of financial institutions so that they can be accessed by financial
institutions, namely financial inclusion so that the level of financial inclusion also increases by 59.74 percent to
67.82 percent.

Figure 1.1 Financial Literacy and Inclusion Index in Indonesia in 2013 and 2016
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The banking financial inclusion index and BPJS Health are the most superior in the financial inclusion
index, compared to other financial sectors in 2016. In Figure 1.1 insurance had a financial inclusion index of
12.08 percent in 2016, an increase from 11.81 percent in 2013. Then the financial inclusion index for financial
institutions was 11.85 percent in 2016, an increase from 6.33 percent in 2013. Market Capital is the sector that
has the lowest financial inclusion index, which is only 1.25 percent in 2016, a slight increase compared to 2013
which was 0.11 percent. The pension funds, pawnshops, and BPJS Ketenagakerjaan sectors have a financial
inclusion index that is not as bad as the capital market but is still much lower when compared to banking and
BPJS Health.

Figure 1.2 Sectoral Financial Inclusion Index in Indonesia 2016
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The level of financial inclusion of the population in provinces in the western region of Indonesia is
higher than in the eastern region, except for the Province of East Kalimantan. The results of a national survey by
the Financial Services Authority in 2016 showed that the highest financial inclusion index was in DKI Jakarta,
followed by the Special Regions of Yogyakarta, Bali, and North Sumatra which can be seen in Figure 1.3.
Provinces that require special attention in efforts to improve the level of financial inclusion are West Papua and
South Kalimantan. Also, attention needs to be given to several other provinces, such as Central Kalimantan,
Papua, North Kalimantan, East Nusa Tenggara, and Gorontalo.
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Financial inclusion in terms of access to financial institutions is believed to have an impact on income

distribution so that the level of financial inclusion has increased, must be accompanied by a decrease in the Gini
coefficient. Indonesia's income disparity has increased significantly in 2000 compared to previous years, while
in the 1990 year Indonesia's Gini ratio was at an average of 0.3 and increased on average by 0.38 in the 2000
year.

Figure 1.4
Gini Ratio Coefficient in Indonesia 2013-2017
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In Figure 1.4 starting from 2014 in the second semester to 2017 the Gini Ratio coefficient continues to
decline, this means that community equity is increasing. The World Bank report shows that this increasing
disparity in income distribution between the 1990s and 2000s was one of the highest among Asian countries,
after China. A high disparity nationally, namely disparities between regions that occur on a large scale, this is
reflected in the largest investment in Java, which contributes to the largest economy in Indonesia, up to 60
percent, causing a gap between Java and other islands.

Research on the impact of financial inclusion on poverty was conducted by Dixit and Ghosh (2013) in
India that the provision of access to financial services has the potential to remove the poor from the vicious
cycle of poverty through a culture of saving, saving, and enabling the creation of efficient and low-cost payment
mechanisms. According to Sanjaya (2014), increasing financial knowledge and education in society will
improve the quality of life of the poor and reduce inequality. Providing access to affordable financial sector
services and services for the poor directly makes the poor participate and become agents of economic growth to
create inclusive growth which in the long run can reduce poverty levels in Indonesia. In this regard, financial
inclusion through the micro-credit program can improve the social and economic status of the poor.

Financial inclusion in its implementation cannot be seen narrowly only by expanding public access to
the formal financial sector and increasing public interest in having a savings account at a bank, but it must also
be more encouraged to provide micro-credit / credit facilities for both individuals and micro-businesses. Small,
and Medium, so that financial inclusion must be seen or positioned as one of the strategies in national economic
development and efforts to reduce poverty and social inequality. Poverty alleviation efforts must be able to
combine social inclusion, financial inclusion, and an inclusive economy. Social inclusion provides the widest
possible access to the community regarding basic needs, especially for the community to health services,
education, and social mobilization, as mandated in the preamble to the 1945 Constitution which is the role of the
government in providing for the needs of its people. Inclusive finance expands people's access to the formal
financial sector by increasing community eligibility. Meanwhile, an inclusive economy aims to provide
opportunities or access to the community to increase income, such as empowering Micro, Small, and Medium
Enterprises (Rakhmindyarto, 2013). Bank Indonesia is focused on promoting the role of the banking sector
which has the largest market share in the formal financial sector, so it is necessary to make adjustments to the
national strategy with a larger portion of the empowerment of non-bank financial institutions in providing
financing for Micro, Small and Medium Enterprises.

Research conducted by Ummah, 2015 states that financial inclusion has a direct relationship with
income distribution in Indonesia. The distribution of income in an area affects the level of financial inclusion in
that area so that the high access and use of banking in Indonesia are caused by the high access and use of
banking services by people with middle to upper income. Banking services can be said to be difficult to access
for people with low incomes because the barrier to banking access is one of the low access and use of banking
services. Apart from the supply side of banking, barriers to access also occur from the demand side, for
example, the very low income of the public and a lack of public understanding of the benefits of banking
services. At a macro level, the existence of imbalances in access to banking services can be caused by uneven
economic growth between provinces in Indonesia.

Research conducted by Habibullah (2019) suggests that the financial inclusiveness achieved in the
distribution of non-cash social assistance is only for access to financial services, not yet on the use of financial
services. It is hoped that the distribution of non-cash social assistance will familiarize the community with
savings. It turns out that it is only limited to disbursing social assistance, the saving mechanism is not
automatically implemented by the beneficiaries. Financial inclusion in non-social assistance for the poor is false
financial inclusiveness and has no impact on poverty reduction. Poverty alleviation with indicators of reducing
the poverty rate and meeting basic needs is a quasi-poverty reduction, because it is filled with non-cash social
assistance, not because of an increase in people's real income.

According to a study conducted by the Asia Development Bank (ADB) in the Asia Pacific region
which has a large population in this region, it still depends on informal financial services due to lack of access to
formal institutions. Populations vary between countries, but it is estimated that about 70 percent to 80 percent of
adults in the region do not have access to a formal financial system (Ayyagari and Beck, 2015). National
strategies and policies are further enhanced by focusing on the areas of policy, regulation, and supervision,
financial education, and consumer protection. Indonesia is one of the countries with the largest population in the
Asian region, based on a survey from the 2017 Global Index, in general, the achievement of financial inclusion
in Indonesia is 48.9 percent This means that adults in Indonesia have a savings account at formal financial
institutions (Commercial Banks, People's Credit Banks, Cooperatives, Micro Financial Institutions, and
registered electronic money), where there was an increase of 12.8 percent compared to the results of the 2014
survey, namely 36.1 percent. This means that the growth in savings accounts per year reaches approximately 4.2
percent. The Financial Services Authority survey also shows that financial products and services in Indonesia
are still predominantly provided or used through conventional approaches. Insurance companies and financing
institutions also still serve their offices throughout Indonesia.
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The level of financial inclusion is still far from developing countries or neighboring ASEAN countries
as seen in Figure 1.5.

Figure 1.5
Levels of Financial Inclusion in ASEAN Countries in 2017
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The results of research conducted by Laksmana, 2019 show that banking in Indonesia increases the
financial inclusiveness program by expanding the penetration dimensions such as the availability of bank
service offices, bank accessibility, and bank use using channels that are easily accepted by all people and easy-
to-understand products to increase usage. Strategies in overcoming macroeconomic fundamentals in Gross
Domestic Product to increase public equity, which affects the level of financial inclusion, especially credit risk.
Formal financial institutions must provide low-income groups of people with access to financial services, with
the government providing financial literacy among residents to enable them to utilize financial services for the
welfare of society.

V. CONCLUSION

Financial inclusion is all efforts to increase public access to financial services by removing all forms of
barriers, both price, and non-price. Providing access to affordable financial sector services and services for the
poor directly makes the poor participate and become agents of economic growth to reduce poverty levels. To
realize a sustainable financial inclusion program, coordination between Bank Indonesia and related ministries
and institutions is required in the context of development, prioritization, and program implementation, as well as
program monitoring and evaluation. Good coordination is expected to achieve the goal of increasing public
access to financial services.

Banking as a financial institution is the main driver for the implementation of financial inclusion. The
participation of financial institutions in developing Financial Inclusion properties by developing programs that
do not only rely on efforts to raise savings or financing funds but must actively participate in alleviating poverty
through family development with wider access to finance for families or the poor. Both the government and
banking sector actors are working together to increase access and use of banking services by increasing every
dimension of financial inclusion. Banking penetration can be increased by encouraging people to save. The
government should provide understanding to the poor or underprivileged people provided by the government the
meaning and benefits of financial inclusion, both the benefits of savings and credit, especially the People's
Business Credit (KUR) so that the poor or underprivileged can run government programs and indirectly can
alleviating poverty and equal distribution of society.
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