Why are billions of people still shut out of the financial system?

Over a billion adults lack access to basic financial services.

The paradox:
® Technology exists to serve everyone
® Mobile phones outnumber bank branches
® Digital infrastructure is nearly universal

® Yet exclusion persists at massive scale

The reality:
® Exclusion is not a technology problem
® |t is a design problem
® Systems are built for those who already have access

® The excluded are invisible to traditional institutions

Exclusion is not about missing technology—it is about systems designed without the excluded in mind.
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Billions remain outside formal finance not because the tools do not exist, but because the barriers are structural.



Have you ever been unable to access a financial service you needed—and why?

| have neither...

Re)

We need proof
of address and
employment history

Exclusion is experienced as a personal failure, but it is a system design failure.

Reflect: What barriers have you faced accessing financial services? Now imagine those barriers multiplied without alternatives.

Personal rejection feels individual, but exclusion operates at the system level through design choices.




What are the different types of barriers that keep people financially excluded?

Supply-side barriers (banks refuse):

Supply Demand
® Cost-to-serve exceeds revenue from small accounts
® Compliance costs for identity verification Cost D [ —
. . . . e Risk Literac Legal
® Risk assessment impossible without credit history Compliance Trusty Reguitory

® Branch economics require population density

Demand-side barriers (people cannot engage):

® Lack of government-issued identification

® Financial and digital literacy gaps

® Distrust of formal institutions
All three categories operate simultaneously.
® Geographic remoteness from service points
Structural barriers (systems fail):
® No telecommunications infrastructure
® Electricity access is intermittent
® Legal frameworks exclude non-citizens

® Regulatory requirements designed for the banked

Solving only one category leaves exclusion intact—comprehensive solutions must address supply, demand, and structure together.

Exclusion has three root causes that reinforce each other; addressing one in isolation fails.



How does a person without a bank account navigate daily financial life?

Informal financial system: No bank

® Cash stored at home (theft risk, no return) account

® Rotating savings circles (trust-dependent, no scale)

® Informal moneylenders (interest rates above 100%)

® Value transfer through personal networks
Consequences of exclusion: No Exclusion No
® Cannot receive direct digital payments access b histery
® No access to emergency credit
® Savings eroded by inflation with no safe store
® Every transaction requires physical presence
® No insurance against health or income shocks

. . N\credit
® Invisible to credit markets forever schge

The poverty trap: No account — no transaction history — no credit score — no
loan — no account.

The cycle is self-reinforcing.

Without formal access, people create informal alternatives—which are expensive, risky, and offer no legal protection.

Exclusion forces people into informal systems that are costlier and riskier than any formal alternative.



How do inclusive vs. traditional financial systems differ in architecture?

Traditional banking architecture: Traditional Inclusive
® Physical branch as service point
® Government ID required for account opening Bank
® Credit bureau data required for lending branch
® Minimum balance and transaction fees
® Face-to-face verification processes l
Inclusive digital architecture: Customer Customer
(needs 1D) (phone only)

® Mobile phone as service point

® Phone number as identity anchor

® Alternative data for credit assessment

® No minimum balance, micro-transaction capable
® Agent networks replace branches

® Tiered verification (start simple, upgrade later)

The fundamental shift: Design for the excluded first, then extend upward—not the
reverse.

Traditional systems assume documentation and proximity; inclusive systems assume only a mobile phone.

The architecture determines who can participate—design for the excluded or exclude by design.



What happens when a well-meaning financial inclusion program backfires?

The

The

The

promise:

Digital lending brings credit to the unbanked
Instant approval via mobile phone

No collateral, no paperwork

Small amounts for emergencies

reality:

Interest rates exceed traditional informal lenders
Loan terms hidden in digital interfaces

Debt collection via automated harassment
Over-indebtedness spirals with easy access

Credit scores damaged, exclusion deepens

lesson: Inclusion without consumer protection can be worse than exclusion.

Quick Loan App

Borrow now!

Monthly rate: 15%
(180% APR)

Late fee: 20%

Trapped

Predatory inclusion harms more than it helps.

Access to exploitative financial services can deepen poverty rather than relieve it—regulation must protect the newly included.

Inclusion is not inherently good; predatory digital lending proves that access without protection causes harm.



Where is financial exclusion most concentrated and what patterns emerge?

Geographic concentration:

® Half of unbanked adults in seven countries 0

® Sub-Saharan Africa and South Asia dominate 40 38 1

® Rural areas within countries more excluded £ 5 |
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Demographic patterns: 4‘;

® \Women more excluded than men E 2 18 |

® Young adults lack credit history " 12

® [nformal workers invisible to systems

® Displaced populations lack documentation 0
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Economic patterns:

® Exclusion correlates with poverty Exclusion is geographically and demographically concentrated.

® But also persists in middle-income countries

® Access does not guarantee usage

Exclusion is not random—it follows predictable patterns of poverty, gender, geography, and informality.
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Understanding where exclusion concentrates allows targeted interventions rather than universal approaches.



Who benefits from keeping people excluded, and who pays the price?

Who benefits from exclusion:
® [nformal moneylenders charging excessive rates
® Remittance agents extracting high fees
® Employers who underpay cash workers

® Systems avoiding regulatory scrutiny

Who pays the price:
® The excluded pay poverty premiums on everything
® \Women lose economic autonomy
® Entrepreneurs cannot access capital
® Entire economies lose productivity

® Governments lose tax revenue

Benefit from exclusion

Informal lenders

Extraction
Pay tily price

The excluded
Women, entrepreneurs
Economies

Exclusion benefits a few and harms many.

The public goods argument: Financial inclusion is not charity—it generates

economic growth, reduces inequality, and strengthens institutions.

Exclusion is not a market equilibrium—it is a market failure that benefits extractive intermediaries at society’s expense.

Financial exclusion serves narrow interests while imposing broad social and economic costs.



Three diagnostic questions to assess whether a product truly improves access

The Inclusion Lens:
1. Reaches excluded? v
Question 1: Does it reach people currently excluded?
® Works without government ID?
® Accessible via basic mobile phone? 2. Avoids harm? v
® Agent network in underserved areas?
® No minimum balance requirements?
3. Sustainable? v

Question 2: Does it avoid creating new harms?
® Transparent pricing and terms?
All three required
® Protections against over-indebtedness?
® Privacy safeguards for personal data? . . X .
Use this lens to evaluate any inclusion claim.
® Recourse mechanisms for disputes?

Question 3: Is it sustainable without subsidy?
® Unit economics work at scale?
® Provider incentives aligned with users?

® Regulatory pathway to formalization?

True inclusion requires reaching the excluded, protecting them from harm, and operating sustainably—not just one or two.

Apply these three questions to any financial inclusion product to separate genuine access from marketing claims.



Your Challenge

Design Challenge: Basic Financial Product for the Excluded

Your user: What compromises must you make?
o No bank account e Identity verification?
o No government-issued ID ® Transaction limits?
® Owns a basic feature phone (no smartphone) ® Fee structure?
e Earns irregular cash income e Risk management?

Design: What core service do you offer? How do they access it?
Justify: What trade-offs between access, security, and cost?

Evaluate: Does it pass the three-lens test?

Real inclusion requires designing within harsh constraints—what you cannot do often matters more than what you can.

This challenge forces confrontation with the actual trade-offs in financial inclusion design.



