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Abstract:

Imagine a game of Monopoly where everyone plays by the same rules- roll the dice, pass GO, buy
property, and more- but some players start the game already owning train stations and hotels, while others
begin at near bankruptcy. This may seem unfair, but this is the hidden architecture of financial exclusion.
Digital financial systems worldwide claim to offer equal access by offering banking apps, accounts, and
credit platforms to all. However, who actually benefits from these resources depends intensely on factors
like what infrastructure people can reach, what ID they possess, whether state regulation includes them,
and whether they trust the resources.

In theory, digital finance is a game-changer for expanding financial inclusion. In practice, however,
the “rules of the game” vary greatly across nations, which makes applying digital finance tricky.
Understanding how and why these “rules” differ is essential to evaluating what digital finance can
realistically achieve, for whom, and where.

This paper argues that national approaches to digital financial inclusion (DFI) (indirect in USA,
direct in China, hybrid in India) depend on five key contextual factors: the role of the state (government),
the structure of the financial market, the barriers to entry for firms, consumer literacy and trust, and the
level of consumer access to innovative financial providers. These variables determine how governments
either enable, guide, or directly build the digital finance systems meant to include the excluded. The US
follows an indirect, market-led strategy for DFI, shaped by a limited state role focused primarily on
consumer protection rather than inclusion infrastructure. China adopts a direct, state-driven model of DFI,
rooted in centralized political control and institutional capacity to coordinate both infrastructure and
platform access. India follows a hybrid model, where the state builds foundational digital infrastructure
and enables private fintech innovation on top of it. It must be noted that in reality, national strategies use a
complex combination of solutions and cannot be separated.

However, the above categorisation is only for the sake of comparison in this research paper.

To show how the five key factors shape each country's approach to DFI, this paper proceeds in four
parts. First, the paper explains the core concepts of financial inclusion, exclusion, and digital finance to set
the foundation. Then, it breaks down the main factors that influence how digital finance works in practice:
state involvement, market structure, entry barriers, consumer literacy and trust, and access to innovation.
After that, a comparison of how the US, China, and India each tackle financial exclusion through digital
strategies tailored to their own contexts is made. Finally, all of the information is analyzed to show how
these differences explain the distinct models of inclusion we see today, and what that means for the future.

1: Introduction
Imagine a game of Monopoly where everyone follows the same rules, yet some players start with
hotels and train stations while others verge on bankruptcy. Although the rules appear equal, unequal
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starting positions create a rigged system from the outset. This analogy captures the hidden architecture of
financial exclusion.

Globally, digital financial systems claim to provide equal access through banking apps, accounts,
and credit platforms. However, access to these resources still depends largely on birth circumstances, with
early socio-economic status determining the availability of infrastructure and the degree of access to
financial and support systems.

The US allows private fintech players to dominate prime financial space, often sidelining
structurally excluded communities from equal participation. China delivers near-universal access but
through a centralized, top-down system that constrains citizen choice. India provides foundational tools
like Aadhaar and UPI and enables public—private collaboration, yet engagement remains uneven.

In theory, digital finance is a game-changer for expanding financial inclusion (the goal), which
decreases financial exclusion (the problem). In practice, however, the “rules of the game” vary greatly
across nations, which makes applying digital finance tricky. Understanding how and why these “rules”
differ is essential to evaluating what digital finance can realistically achieve, for whom, and where.

Digital finance is becoming a powerful tool for expanding financial access, offering efficient,
cost-effective solutions to long-standing problems of exclusion. Unlike manual, hard-to-scale models like
microfinance, microcredit and branch banking, digital finance uses technology to serve underserved
groups-especially in developing countries, where mobile payments, internet banking and digital lending
can reach remote, low-income or informally employed populations previously excluded. However, despite
having shared goals, countries differ widely in how they pursue digital financial inclusion (DFI), which
refers explicitly to the notion of using digital finance as a specific solution type to achieve the overall
objective of financial inclusion. Why, then, do the United States of America (USA), China, and India solve
the challenge of expanding financial inclusion (FI) through digital finance in different ways?
Understanding these differences not only helps evaluate which strategies work best, but also reveals how
governance models, market structures, and socio-economic contexts shape financial inclusion outcomes, to
show the relationship between technology, policy, and inclusion.

This paper argues that national approaches to DFI (indirect in the USA, direct in China, hybrid in
India) depend on five key contextual factors: the role of the government, the structure of the financial
market, the barriers to entry for firms, consumer literacy and trust, and the level of consumer access to
innovative financial providers. These variables determine how governments either enable, guide, or
directly build the digital finance systems meant to include the excluded.

The US follows an indirect, market-led DFI strategy focused mainly on consumer protection rather
than inclusion infrastructure. China’s direct, state-driven approach relies on centralized political control
and institutional capacity to coordinate both infrastructure and platform access. India employs a hybrid
model: the government builds core digital infrastructure and supports private fintech innovation. While
real-world strategies blend multiple solutions, these categories serve for comparison in this paper.

To analyze how each country's DFI approach reflects five key factors, this paper proceeds in four
parts. First, it explains the core concepts of financial inclusion, exclusion, and digital finance to set the
foundation. It then details the main influencing factors: state involvement, market structure, entry barriers,
consumer literacy and trust, and access to innovation. Next, it compares how the US, China, and India
pursue digital strategies to address exclusion tailored to their own contexts. Finally, the analysis
synthesizes these findings to explain today’s distinct inclusion models and their future implications.



FErande 3

2: Concepts

The key concepts required for understanding why the USA, China, and India solve financial
inclusion through digital finance are financial inclusion, financial exclusion, and digital finance. These
terms will establish a baseline for the following analysis by clarifying what each country is trying to
achieve, whom they are trying to include, and what tools they are using to do so. By outlining these core
ideas early on, this section ensures that later discussions- like resolving infrastructure gaps, regulatory
challenges, or digital literacy- are grounded in a shared understanding of the goals and mechanisms of
DFI. In summary, financial inclusion is what every country is trying to achieve by resolving financial
exclusion. Throughout this paper, solving financial exclusion and achieving financial inclusion will mean
the same and be used interchangeably. Digital finance is the category of solutions that nations use to
achieve the goal of rectifying financial exclusion. This paper argues that it is the most effective way to
solve the problem, but there are certain conditions under which it must be applied differently for it to be
successful.

2.1. Financial Inclusion & Exclusion

Financial inclusion (FI) is a process of encouraging accessibility and utility of financial services
among public users and businesses, delivered responsibly and sustainably (World Bank Group). Examples
of such financial services and the corresponding financial needs they fulfill are: accounts for savings (and
other forms of equity), transaction platforms for payments, credit for loans, and insurance packages for
protecting assets (Lee-Ying et al. 8). Saving, paying, investing, protecting, and more are the basic
behaviors expected by all economic stakeholders. Financial inclusion is the objective that the USA, China,
and India are striving to achieve, and their approaches will be analyzed in this paper.

On the other hand, financial exclusion (FE) refers to the opposite, where barriers prevent segments
of the population from achieving these FI conditions and accessing/using necessary financial services due
to costs, poverty, limited financial literacy, discrimination, and lack of infrastructure, etc. (Ozili 2018,
p-331). The population segments who are financially excluded are referred to as “underserved
populations.” They often include low-income, over-indebted, unemployed, uneducated individuals, those
living in rural areas, women, people with disabilities, and marginalized communities (Lee-Ying et al. 5).
The term underserved populations also encompasses both unbanked and underbanked segments, to
highlight limited access to financial services. In 2022, there were 1.7 billion unbanked people around the
world (Lee-Ying et al. 2). The issue of financial exclusion is still highly relevant today, making this
research paper crucial for improving nations’ current approaches to it.

Below are some of the significant barriers to FI, which exacerbate FE. The policies that will be
discussed aim to tackle some combination of these barriers in respective countries.

Barriers to Financial Inclusion

Supply-side barriers (Failures in the Demand-side barriers
system to provide accessible, affordable, (Consumer-side limitations that affect the
No. and inclusive services. They prevent the ability and willingness of people to use
availability of financial tools for available financial services)
underserved populations)




FErande 4

Inadequate financial infrastructure -
Lack of physical bank branches, ATMs,
mobile connectivity, or internet access in
rural/remote regions.

Low Financial Literacy - Difficulty
understanding banking, credit, savings, or
insurance services.

High cost of services - High fees,
minimum balance requirements, or
expensive loan terms that deter low-income
rural users.

Digital Illiteracy or Technophobia -
Resistance to using apps or digital tools,
especially among older or rural users.

Weak institutional and regulatory
capacity - Ineffective policies, fragmented
oversight (e.g., in the US), or lack of
protective frameworks.

Mistrust of formal institutions - Fear
of fraud, surveillance (especially in China),
or previous experiences of exclusion.

Lack of Inclusive Product Design -
Services not tailored for illiterate,
differently abled, or elderly populations.

Socio-cultural norms/discrimination
- Gender-based restrictions, caste barriers
(India), or racial redlining (US).

Market Entry barriers for Inclusive
Firms - licensing difficulties or regulatory
burdens preventing innovation, especially
in the US and China.

Lack of Documentation - No
national ID, proof of address, or birth
certificate, which is common in rural India
and among migrants.

Limited financial service
penetration in underserved areas -
Especially in India and rural China, where
startups focus on urban, high-revenue
segments.

Income instability or informality -
Daily-wage earners, gig workers, and
migrants often lack the predictable cash
flow or history needed to qualify for
services.

Table 1: Barriers to Financial Inclusion

Understanding these barriers is essential for evaluating the financial inclusion policies of the USA,
China, and India. Financial exclusion is the core challenge these nations aim to resolve, with underserved
populations as the focus of inclusion efforts. The types and exclusion barriers of underserved groups vary
across countries, requiring detailed study to assess the rationale and effectiveness of national policy
solutions. Section 4: Case Narratives provides country-specific analysis of financial exclusion.

If these segments are financially included, “ethically and sustainably in a well-regulated
environment,” they act as a catalyst for achieving 7 out of the 17 UN Sustainable Development Goals. FI
can reduce poverty, generate employment, even empower marginalized groups, and enhance overall
economic well-being, due to increased savings and access to credit (Lee-Ying et al. 6). These effects make
it a national development goal for the USA, China, and India, but for distinct reasons due to differing
economic conditions. Understanding these differences is essential for analyzing and comparing all the
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countries' approaches, in order to help overcome the FE barriers and bring the world closer to economic
wellbeing.

Next, this paper will discuss the concept of digital finance, which is the primary method being
analyzed for achieving FI.

2.2. Digital Finance

“Digital finance” refers to the digitalization of financial services, including mobile payments and
online banking. Digital finance has become the primary driver of financial inclusion due to its
affordability, scalable delivery models, especially in rural areas, and with financially underprivileged
populations. The populations who get excluded from fintech the most (Asif et al. 2; Lee-Ying et al. 4). This
is different and better than traditional non-digital methods for achieving FI. Traditional methods include
microfinance institutions (MFIs), community-based savings and lending groups, brick-and-mortar banking
expansion, government-to-person transfers via cash or cheque, etc. Digital finance is an improvement due
to its lower transaction costs, lesser geographic constraints, automated processes, and ease of scalability
(Lee-Ying et al. 4). This being an improvement is further qualified by the results from the Financial
Inclusion Metropolitan Index (FIMI). The results state that technology is overall the most important
contributor to FI, but only in areas with sufficient infrastructure to enable its usage (Karp and Nash-Stacey
2). It is the mechanism by which financial inclusion is being expanded in the USA, China, and India,
which is an integral component for this paper’s comparative analysis of various financial factors.

Similarly, digital financial inclusion (using technology for financial inclusion) is an improvement to
the goal of “financial inclusion”. DFI refers to “low-cost digital means of providing formal financial
services” to the underprivileged, and is the “fourth stage of the financial revolution after developing
microcredit, microfinance, and financial inclusion” (Lee-Ying et al. 4).

Fintech (financial technology) refers to using digital technologies to innovate in the financial
sector. It is broader concept than digital finance, it covers areas such as blockchain, cryptocurrency, Al
services, robo-advisory, and more. These are not strictly part of digital finance but remain essential for
DFI. For the purposes of this paper, the terms "fintech" and "digital finance" may be used interchangeably,
because the nuanced differences do not negatively impact the insights being shared. In addition, the term
may also be used to refer to digital finance services themselves and the firms that provide those digital
finance services.

Kenya’s M-Pesa, a mobile-based money transfer and microfinance service launched in 2007 (Karp
and Nash-Stacey 7), exemplifies DFI by giving millions access to transfer services via mobile devices.
Challenges such as a controversial tax on transfers highlight the complexities of financial landscapes and
the need for optimal conditions for success.

Next, this paper addresses key conditions for achieving DFI through technology-enabled financial

inclusion.
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Figure 1: Conceptual Framework

On the supply side, key conditions are high-quality institutions, efficient digital financial
regulation, stable digital macroeconomic foundations, and accessible, user-friendly, innovative digital
financial services (Lee-Ying et al. 6). These factors determine whether financial systems can reliably reach

excluded groups with secure and scalable fintech. Without regulatory efficiency or strong institutions, even

advanced fintech tools may fail to serve and protect vulnerable consumers.

Supply-side Conditions for Attaining DFI
Conditio Explanation Connection to the Contextual
0 n Factors
High This refers to the credibility, State Role and Market

Quality enforcement capacity, Characteristics.

Institutions administrative efficiency, and A strong, tech-savvy state
technological advancement of regulator can stabilise inclusion
financial regulatory bodies (e.g., US | efforts, ensuring safe, trustworthy
Federal Reserve, People’s Bank of | digital ecosystems.

China, Reserve Bank of India).
Strong institutions are essential for
coordination and inclusion,
safeguarding against misuse,
regulating online lenders, and
enabling secure onboarding as
digital systems expand.
High This concerns the clarity, State Role and Market

Efficiency of consistency, and predictability with | Barriers.

Digital which governments design and Efficiency either enables or

Financial enforce financial rules for fintech, constrains how inclusive the markets

Regulation while adapting to technological become, and how easily firms can
innovations. For instance, India’s innovate and scale.
regulatory sandbox lowers entry
barriers and protects consumers,
whereas fragmented US fintech
regulations increase compliance
burdens.

Stable This includes inflation State Role and Consumer

Digital control, stability of interest rates, Trust.
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User-friendly,
and Innovative
Fintech
Services

areas with less internet) that are
designed to be usable by diverse
populations. The services must be
frictionless for low-literacy or
first-time users, especially those
who are digitally marginalized. It is
also about innovation- firms
developing solutions that reach
underbanked groups, like India’s
UPL.

Macroeconomic | and fiscal credibility. When an Stability reinforces faith in
Foundations economy is volatile, digital finance [ digital finance systems and consumer
tools like lending apps or e-wallets | willingness to engage in solutions.
are undermined due to trust issues
or pricing risk.
Accessib This means users can access Consumer Access, Firm
le, services (e.g., mobile apps in rural | [nnovation and Market Barriers.

All are directly shaped by
digital infrastructure design,
distribution, and the ecosystem,
which should enable digital financial
services.

Table 2: Supply-side Conditions for Attaining DFI

Meanwhile, conditions on the demand side are: digital financial literacy, technophile consumer
mindset, trust in digital finance systems, and social influence (Karp and Nash-Stacey 10, Asif et al. 5).

Listing these conditions highlights that achieving financial inclusion requires addressing both institutional
capacity, producer capacity, and consumer readiness. They make up the contextual factors that vary across

the USA, China, and India, which help explain their differing approaches.

Demand-side Conditions for Attaining DFI
Conditi Explanation Connection to the
o on Contextual Factors
Digital Not simply having traditional Consumer Literacy
Financial financial knowledge about saving and and Trust.
Literacy buying, but also knowing how to use mobile Without these
wallets, interfaces, and OTPs. For example, | aspects, the digital tools
China's literacy campaigns support adoption, | would go unused or
while there are gaps in the US minority misused.
communities, which creates exclusion.
Techno This refers to how comfortable and Consumer Literacy
phile eager users are to adopt new and Trust, and Consumer
Consumer technology-based financial services. In Access.
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Mindset India, for example, older populations may Adoption depends on
resist UPI due to less confidence in tech, the user's mindset and
while in China, the cultural embeddedness interest just as much as
that WeChat Pay has makes adoption much | infrastructure.
more natural.

Trust in This refers to how secure and Consumer Literacy
Financial reliable users find the financial systems and | and Trust.

Systems and the technology they use. Includes concerns It helps explain why

Technology about data security, transparency of fees, consumer uptake might
credibility of fintechs, fraud, and more. differ even when access to
Service trust is a key factor of behavioral services exists.
intention, especially in India, where
low-income consumers distrust services due
to fraud risk or lack of clarity.

Social This is about the degree to which the Consumer Trust.
Influence on people around a user are adopting and This explains
Digital promoting financial services. This could be [ heterogeneity when it comes
behavior peers, family, friends, community leaders, to DFI success across

etc. This is especially in rural contexts, communities, even within
where peer behavior and observed local the same country.

norms heavily normalize or deter technology

usage.

Table 3: Demand-side Conditions for Attaining DFI

These conditions are used to evaluate the effectiveness of the policies implemented by each of the
three nations. However, there are variables affecting the ability of nations to meet these common
conditions, which will be discussed next.

The framework below will help understand how these factors affect nations' approaches even more

clearly, by outlining the role of stakeholders like the government and FinTech, in DFI

Governments help provide infrastructure and accessibility of resources, while the private sectors
build digital finance products and services. This collaboration improves economic wellbeing by achieving

DFI.
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Figure 2: Framework to illustrate the role of government, FinTech, and banks in digital finance
and financial inclusion (adapted from Ozili, pg. 334)

3: Key Contextual Factors

In order to understand why the USA, China, and India implement different strategies for DFI, it is
important to explore the key determinants that shape different policy environments. The determinants are:
State Role, Structure of the Financial Market, Barriers to Entry for Firms, Consumer Literacy and Trust,
and Consumer Access to Innovative Services. Approaches to resolve digital financial inclusion are created
based on these variable factors, making them important for laying the groundwork for assessing the
strategies employed by countries. Each nation will later be evaluated based on these factors, in order to
categorize their approaches into the “direct,” “indirect,” and “hybrid” strategy types.

3.1. State Role

The role of the state concerns the extent of government intervention in addressing financial
exclusion, through regulation, public infrastructure, firm support, or direct service delivery. State-led
development involves macroeconomic actions like public spending, regulatory design, and
institution-building to address market failures in financial access. Stronger state coordination, as in China,
typically results in centralized strategies; the USA, relying on the private sector, favors market-led
solutions driven by innovation and competition (Lee et al. 421; Karp and Nash-Stacey 3). This determinant
shapes how actively the state enables or leads digital finance initiatives.

3.2. Structure of the Financial Market

The structure of the financial market includes the extent to which financial institutions are
consolidated or fragmented, public or private, and their capacity to scale inclusive services. It also
encompasses the foundational technological and institutional infrastructure (such as broadband networks,
mobile payment systems, and national ID programs) that shape how financial services are delivered. A
robust technology infrastructure (high-speed internet, mobile coverage, and digital platforms) enhances the
reach of financial services and lowers marginal costs, directly influencing the feasibility of inclusion
strategies (Liu et al. 2; Karp and Nash-Stacey 31). Weak infrastructure increases reliance on cash and
physical branches, and often correlates with higher underbanked rates. Therefore, a country’s financial
market structure determines the scope and effectiveness of both state-led and private sector innovation in
reaching the excluded.
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3.3. Barriers to Entry for Firms

Barriers to entry are legal, regulatory, or operational obstacles that hinder new firms, particularly
fintech startups, from entering and competing in the financial ecosystem. These include licensing
requirements, capital thresholds, and fragmented regulatory framework. Complex or overlapping rules, as
in the US, raise compliance costs and limit market dynamism and financial inclusion. Simplified or
supportive environments, like India’s regulatory sandbox, reduce barriers and encourage innovation for
underserved groups. The openness of markets shapes service diversity and the ability of private actors to
address inclusion gaps.

3.4. Consumer Literacy and Trust

Consumer literacy and trust reflect demand-side readiness for financial inclusion. Financial literacy
is the ability to understand and use financial products—from budgeting, saving, and debt management to
navigating credit, insurance, and mobile banking (Shen et al. 31; Asif et al. 4). Without this basic
knowledge, users may not adopt or sustain financial behaviors, even if tools are available. Trust is also
vital, as underserved groups may fear fraud, surveillance, or loss of control with formal institutions.
Policies that ignore literacy gaps and mistrust risk worsening exclusion. This determinant also explains
varying national emphases: where human capital is lower, policy may prioritize education and
trust-building campaigns.

3.5. Consumer Access to Innovative Services

Finally, Consumer access to innovative services concerns individuals’ ability to use digital tools
like e-wallets, micro-lending platforms, or biometric payments. Access is shaped by both infrastructure
and social or economic inequality; rural populations, women, people with disabilities, and marginalized
groups often lack digital ID, documentation, or affordable devices. This ties to broader economic and
social divides—urban-rural gaps, poverty, and discrimination limit participation in financial systems (Lee
et al. 422; Lee-Ying et al. 3). The extent of consumer access determines whether innovation genuinely
increases inclusion or only benefits already-connected users.

These five determinants interact to explain why countries take different digital routes to financial
inclusion. Whether a government chooses to directly provide digital tools (as in China), indirectly
incentivize the market (as in the US), or co-create a layered model (as in India) depends on the
configuration of these underlying factors.

4: Case Narratives - FE Barriers and DFI Approaches

All three countries examined in this paper face a shared challenge: overcoming financial exclusion
through digital means. However, the underlying causes of exclusion, the demographics affected, and the
solutions pursued vary significantly based on political systems, institutional capacities, socio-economic
inequalities, etc. The strategies adopted [indirect (USA), direct (China), and hybrid (India)] can be
understood as reflections of each country's efforts to match barriers to access with governance and market
structures suited to their context. This section provides an explanation of each country's individual
barriers and introduces its DFI solutions, in order to facilitate an easier understanding of the next section
(analyses based on contextual factors in depth).

FE Population Types of financially excluded people in each country and why
Segments

10
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USA China India
Rural — no Rural Rural areas Rural areas
access to communities face lacked physical have poor last-mile
internet/broadband limited broadband banking access; connectivity, weak
infrastructure and high | broadband gaps institutional delivery,

Internet costs.

remain despite
national programs.

and low digital
literacy.

Uneducated in Impacts trust Elderly and Low literacy in
general, traditional and usability, especially | rural populations remote regions makes
literacy among immigrants and | historically lacked adoption difficult

older generations formal education, despite the Aadhaar
reducing digital and DBT programs.
uptake.

Uneducated in Financial The state has Many users

financial literacy

knowledge is often
assumed; low-income,
minority, and youth
groups are left behind.

launched campaigns,
but financial
know-how is still low
in poorer/migrant

struggle with concepts
like credit, insurance,
trust-building, and
training programs,

communities. which are ongoing.
Particular Black, Hispanic, Ethnic Dalits,
racial groups and and Native American minorities in Adivasis, Muslims,
minorities communities face interior/rural and women face social

structural discrimination
(e.g., redlining)

provinces are often
excluded due to
institutional
centralization.

exclusion, ID gaps,
and mistrust of the
form.

Table 4: Segments of financially excluded populations in each country

USA - Digital Financial Inclusion Background
FE Problem Statement - In the United States, financial exclusion primarily affects low-income

households, racial minorities (especially Black and Hispanic populations), immigrants, and rural
communities. Key barriers include high banking fees, lack of trust in financial institutions, insufficient
credit histories, and geographic bank deserts (areas with little to no access to banking services). Structural
discrimination, such as redlining (the discriminatory practice of denying financial services to particular
residents based on their race or ethnicity) and credit bias, has historically worsened this divide (Karp and
Nash-Stacey 3). Additionally, fragmented broadband infrastructure continues to restrict access to digital
services, especially in relatively more rural states like Arkansas, Mississippi, and Alabama.

The table below presents account ownership rates at financial institutions or with
mobile-money-service providers among US citizens. This data supports the point that financial exclusion

11
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affects low-income groups in the US: the poorest 40% of adults consistently have lower account ownership
than the wealthiest 60%.

C Account ownership at a financial 2 2 2 2
ountry institution or with a mobile-money-service | 011 014 017 021
Name provider

U All (% of population ages 15+) 8 9 9 9
SA 8.0 3.6 3.1 5.0

— Richest 60% (% of population ages 9 9 9 9
15+) 4.2 7.4 8.4 7.4

— Poorest 40% (% of population ages 4 5 6 5
15+) 7.2 9.9 4.6 7.7

Table 5: Account Ownership USA (Source - World Development Indicators, World Bank Group)

Indirect Strategy - The USA is seen to be leveraging mainly broad digital inclusion policies, with
inclusion mainly being driven by the markets. Their government's prime focus is on consumer protection
from discriminatory and abusive lending.

The USA has implemented a fragmented regulatory approach with policies like the following,
creating complexity (Karp and Nash-Stacey 3): Fair Credit Reporting Act (FCRA, 1970), which regulates
the collection, dissemination, and use of consumer information. Additionally, the Equal Credit Opportunity
Act (ECOA, 1974) reduces discrimination based on race, color, religion, national origin, sex, marital
status, or age. Furthermore, the Community Reinvestment Act (CRA, 1977) which reduces redlining
(discriminatory practices) in low-income neighborhoods, encouraging commercial banks and savings
institutions to help meet the needs of borrowers in all segments of their communities, even monitoring
banking institutions to determine if they offer credit responsibly; Credit Card Accountability
Responsibility and Disclosure Act (2009) which restricts subprime credit card lending; Dodd-Frank Act
(2010) which requires lenders to consider consumers’ ability to repay before extending mortgage credit,
reducing unethical lending practices.

The USA also has a high reliance on private fintech firms, often at higher consumer costs (Ozili,
2018, p.331).

The country has limited initiatives with limited impact for internet connectivity, such as the
Low-Income Broadband Pilot Program, due to high broadband costs (Karp & Nash-Stacey, 36).

The following section will critically analyze how fragmented policy landscapes influence
effectiveness and scalability.

Chinese - Digital Financial Inclusion Background
FE Problem Statement - In China, exclusion has historically impacted rural communities,

low-income migrant workers, and elderly populations. The main barriers include limited access to physical
banking infrastructure, low traditional literacy, and difficulty obtaining credit without formal employment
histories or documentation (Liu et al. 4). In the past, a large share of the rural population was reliant on
informal lenders due to the lack of formal, low-cost financial products.
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The table below shows account ownership rates at financial institutions or with
mobile-money-service providers for Chinese citizens. In China, the gap between banked rates in
lower-income (40%) and higher-income (60%) groups has been narrowing since 2011.

C Account ownership at a financial 2 2 2
ountry institution or with a mobile-money-service 011 014 017 021
Name provider

C All (% of population ages 15+) 6 7 8
hina 3.82 8.93 9.53 8.71

— Richest 60% (% of population ages 7 8 9
15+) 5.26 3.11 7.58 2.46

— Poorest 40% (% of population ages 4 7 8
15+) 6.63 2.65 8.88 3.08

Table 6: Account Ownership China (Source - World Development Indicators, World Bank Group)

Direct Strategy - China typically uses state-driven integration of fintech and traditional banking to
address financial inclusion in its country.

China has centralized state control, facilitating rapid deployment of the Broadband China Initiative
and digital currency (e-CNY) (Liu et al. 10). Unlike the USA’s minimal focus on the Low-Income
Broadband Pilot Program.

The state supports platforms like WeChat Pay and Alipay, enabling mass adoption of digital finance
(Lee, Lou, & Wang, 425), which promote inclusion by encouraging spending, saving, borrowing, and
investing, along with its "Plan for Promoting the Development of Inclusive Finance."

Additionally, Al-driven credit assessment reduces bias but raises privacy concerns (Lee, Lou, and
Wang, 421).

This evaluation allows assessment of trade-offs in China's rapid inclusion approach, particularly
privacy and innovation risks.

India - Digital Financial Inclusion Background
FE Problem Statement - In India, financial exclusion primarily affects rural populations, women,

informal workers, low-caste groups, and citizens without formal identification. Barriers include lack of
documents (e.g., birth certificates, ID), physical distance from bank branches, low digital literacy, and
mistrust of formal financial systems, especially in historically underserved communities (Asif et al. 3).

Additionally, socio-economic inequalities, such as caste, gender, and regional disparities,
compound exclusion, as do weak institutional delivery mechanisms in remote districts.

The table below displays account ownership rates at financial institutions or with
mobile-money-service providers for Indian citizens. In India, the gap between banked rates among the
poorest (40%) and wealthiest (60%) groups has fully closed.

13
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Co Account ownership at a financial
untry institution or with a mobile-money-service 011 014 | 017 (021
Name provider

Ind All (% of population ages 15+)
ia 5.23 3.14 988 [7.53

— Richest 60% (% of population ages
15+) 0.73 948 |1.74 |7.05

— Poorest 40% (% of population ages
15+) 6.97 3.61 |[7.08 |8.25

Table 7: Account Ownership India (Source - World Development Indicators, World Bank Group)

Hybrid Strategy - India’s hybrid strategy balances digital public infrastructure with private fintech
innovation to drive financial inclusion. Extensive public-private partnerships have significantly reduced
exclusion (Asif et al. 3). Key initiatives include the Unified Payments Interface (UPI, 2016), powering
apps like PhonePe, Paytm, and BHIM; Bharat Bill Payments System for secure, instant bill payments; the
Aadhaar Act (2016) for citizen identification; and Pradhan Mantri Jan-Dhan Yojana (PMJDY, 2014),
which promotes universal access to basic banking, credit, insurance, pensions, and Direct Benefit
Transfers.

India also emphasizes digital literacy and tailored products for rural and low-income groups (Asif
et al. 4).

The Reserve Bank of India (RBI) leads inclusion efforts and has established a committee to to
investigate the country's Fintech industry for a more secure financial system with “open access.” Initiatives
include UPI, peer-to-peer lending, and algorithm-driven financial advice, all regulated and supported by
RBI. Eleven fintech companies have been authorized to launch payment banks for savings, deposits, and
remittances, while the regulatory sandbox fosters innovation and protects consumers (Asif et al. 4).

Some of the biggest challenges for inclusion in India are concerns about privacy and security,
making citizens less likely to “accept new technology.” Additionally, the high cost of services for
low-income populations, Institutional shortcomings causing lack of access in rural areas (Asif et al. 3).

To address these, India has expanded microfinance via self-help groups, MFIs, non-banking
financial companies, and Grameen-style joint liability groups-primarily targeting informal workers,
women, and rural households.

Overall, India’s model is both scalable and inclusive, encouraging fintech innovation and consumer
trust alongside government-backed mobile systems like the BHIM app developed by NPCI.

S: Case-Specific Explanations

This section applies the five contextual factors of state role, market characteristics, consumer
literacy and trust, and consumer access to innovative services, in order to examine how the three countries
pursue different strategies to expand DFI. Each country's approach reflects not only its economic and

institutional conditions, but also its philosophy of governance and market design.
US4
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In the democratic USA, financial inclusion efforts are hampered by a fragmented and overlapping
regulatory framework, causing policy inefficiencies and impeding agency coordination (Karp and
Nash-Stacey 3). As Karp and Nash-Stacey state, “the result of over a half-century effort to reduce financial
exclusion is a byzantine regulatory framework overseen by multiple agencies.” Over decades, multiple
well-intentioned policies like the Fair Credit Reporting Act, Community Reinvestment Act, and
Dodd-Frank Act govern different aspects of financial access and equity, but administration by multiple
entities-including the Federal Reserve, Federal Deposit Insurance Corporation (FDIC), the Office of the
Comptroller of the Currency (OCC), and the currently defunct Office of Thrift Supervision (OTS) -creates
complex, overlapping mandates. This dispersion complicates monitoring and unified implementation, with
effectiveness varying by region and population; metropolitan areas tend to benefit more. The patchwork
structure leads to inefficiencies and reduces responsiveness to unbanked and underbanked needs.

Private fintechs, such as Chime, LendingClub, Robinhood, Varo Bank, and Square, also face high
fees, limited credit access, and regulatory costs, which hinder scalability (Ozili 331). As Ozili notes,
technology development, data security, compliance, and customer acquisition carry significant costs,
requiring high fees or investor funding and often excluding low-income users—contradicting inclusion
objectives.

The regulatory environment imposes substantial compliance costs, limiting entry to well-funded
fintechs and leading to higher prices for consumers. This restricts competition and stifles small-scale
innovation, reinforcing high entry barriers. As a result, the US strategy depends on market-driven
innovation, with limited government involvement. While this model can foster creative solutions and
tailored services for different consumer segments, it is fragmented and commercially selective.

Ultimately, the USA’s indirect approach struggles with national scalability and cohesion. The lack
of central coordination results in a decentralized system of private actors maneuvering through overlapping
regulations, leaving inclusion dependent on volatile market incentives and often excluding the most
vulnerable. DFI in the US is thus uneven, regionally fragmented, and structurally misaligned with
universal access goals.

China
China’s authoritarian governance enables rapid, large-scale digital financial deployments (Liu et al. 4).
Centralized political control lets the government set national digital finance policies with minimal
resistance and strong institutional coordination. State-driven initiatives link internet expansion, such as the
“Broadband China” policy, with financial access through platforms like Alipay and WeChat Pay, allowing
simultaneous development of infrastructure, digital tools, and regulations. This top-down method speeds
up implementation and ensures consistency, effectively reaching rural and underserved groups.

China’s state capacity also integrates fintech innovation into economic planning, using platforms to foster
entrepreneurship and stimulate consumer demand, boosting economic growth- identified by Liu et al. as
key to DFI’s contribution. However, this model brings risks: centralization concentrates power and data
with a few state-aligned platforms like Ant Financial, raising concerns around data surveillance, user
profiling, and algorithmic exclusion. The close state-provider relationship limits competition and
innovation for smaller fintechs, prioritizing scale and control over market openness. Consequently, China’s
fintech ecosystem becomes efficient and extensive but lacks consumer choice and diversity.

While China’s government ensures rapid deployment and wide coverage, trade-offs include privacy
concerns, reduced competition, and a top-heavy governance structure not easily replicated in democracies.
Evaluating China’s direct approach requires acknowledging its ability to bypass infrastructural and
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institutional barriers, while critically considering long-term impacts of centralized control, limited
transparency, and constrained user privacy.

India

India’s integration of public digital infrastructure and private fintech is driving major financial
inclusion (Asif et al. 3). This hybrid strategy leverages government-backed platforms like Aadhaar, UPI,
and Bharat BillPay, which allow fintech firms to scale services nationwide-including rural and semi-urban
regions where traditional banks struggle due to operational costs and legacy issues.

Fintechs using these public rails can reach underserved populations while reducing acquisition
costs and building trust by embedding services in existing systems.

The Reserve Bank of India’s proactive regulatory approach and government support for startups
have created a safe and competitive environment for fintech innovation, with regulatory sandboxes for
testing new technologies. Asif et al. stress that trust in fintech services (Aadhaar Pay, mobile remittances)
and social influence are key drivers of rural adoption, though low financial literacy remains a challenge.
Their research shows user intentions, usability, and reliability directly affect fintech uptake, demonstrating
the joint role of state infrastructure and private-sector design.

India’s collaborative model combines interoperability from public digital rails with private
innovation for user-friendly services. Foundational programs like PMJDY have brought millions into the
formal banking system by offering zero balance accounts, direct transfers, and simplified KYC. PMIDY,
combined with Aadhaar, has accelerated account verification and reduced fraud, especially for welfare
distribution. Aadhaar also boosts efficiency and serves as a digital trust anchor for fintechs to scale
securely.

This trust infrastructure reduces onboarding barriers and builds consumer confidence, essential for
rural and underserved segments, though some low-income groups remain wary of new technology. By
enabling instant digital authentication, linking benefits, and ensuring traceable transactions, Aadhaar and
PMIJDY support India’s inclusive fintech ecosystem.

India’s success lies in balancing regulation, innovation, and inclusivity: public infrastructure like
Aadhaar and UPI provides reliable, affordable rails; private fintechs deliver diverse services; and flexible
RBI regulation supports growth and equity. As Asif et al. illustrate, these efforts lay the foundations for
broad access and trust, driving adoption and inclusivity at scale.

6: High-Level Explanations

Cross-case comparisons in terms of FI conditions and regulation environments. Specifically,
comparing each country s strategy in terms of the following context types: financial literacy, infrastructure
robustness, state v/s private sector roles, economic disparities, administrative costs, and regulation
environment complexity.

6.1. Drivers of Inclusion

Firstly, financial literacy is a universal determinant of digital finance adoption and sustained use
(Shen et al. 33; Lee-Ying et al. 9). User understanding of digital tools underpins inclusion, as noted by
Shen et al. and Lee-Ying et al. While India and China rely on state-led outreach and education, the US
leaves more responsibility to individuals and the market, leading to uneven uptake—especially among
marginalized communities.

Secondly, infrastructure robustness is critical for effective policy implementation (Liu et al. 2; Ozili
332). Without reliable mobile networks, electricity, and secure digital platforms, innovative financial tools
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cannot reach intended users, as highlighted by Liu et al. and Ozili. China’s centralized investment in digital
infrastructure contrasts with the US’s regional disparities, while India’s targeted rural connectivity efforts
(e.g., Digital India) have improved access, though distribution remains uneven and further progress is
needed.

Thirdly, state vs. private-sector roles shape scale, innovation potential, and user trust (Karp and
Nash-Stacey 18; Lee et al. 424). Karp and Nash-Stacey highlight how the US relies on market-driven
innovation, which fosters diversity but lacks cohesion. In contrast, China's top-down governance ensures
rapid deployment of efforts, but restricts competition. On the other hand, India blends both, using public
digital infrastructure to enable the private sector to reach, building trust.

Fourthly, economic disparities significantly influence policy urgency and design (Lee et al. 422;
Lee-Ying et al. 8). As Lee et al. and Lee-Ying et al. note, in countries with high poverty levels like India,
inclusion is linked to welfare delivery and job creation. In contrast, in the USA, policies focus most on
consumer protection and access. China uses digital finance as a solution to drive consumption and
entrepreneurship, linking it directly to its national economic growth strategies.

These determinants allow for comprehensive cross-country comparisons, revealing how education,
infrastructure, governance, and socio-economic inequality shape unique paths to DFI.

6.2. Regulatory Environment & Compliance

These play a pivotal role in the effectiveness, scalability, and efficiency of DFI strategies.

Regulatory complexity, compliance costs, and adaptability in the USA create barriers for smaller
fintechs, resulting in fragmented and uneven coverage. In contrast, China’s centralized regulation enables
rapid implementation but restricts competition and raises oversight and privacy concerns. India, guided by
the RBI, strikes a middle ground by encouraging innovation with sandbox frameworks while maintaining
consumer protection. The adaptability of regulatory systems to evolving technologies directly shapes the
effectiveness and equity of digital finance scaling.

Understanding these broader legal and administrative contexts is crucial for comparing national
outcomes, policy objectives, and identifying models relevant across all three countries.

7: Argument

Below is a figure that outlines the effects that the previously mentioned policies have had on the

conditions to meet financial inclusion. In order to evaluate how well each nation has addressed the
FE barriers.
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Figure 3: Combining all contextual factors to determine final approaches by each country for FI

Based on the discussion above, it is evident that countries adopt direct, indirect, or hybrid
approaches to expanding financial inclusion through digital finance, shaped by five key contextual factors:
the state's role, financial market structure, entry barriers for firms, consumer literacy and trust, and the
level of access to innovative firms. These variables determine how governments enable, guide, or
orchestrate digital finance for inclusion. The USA, China, and India illustrate distinct approaches-indirect,
direct, and hybrid-based respectively on their unique socio-political and institutional contexts.

In the USA, limited state intervention, a fragmented competitive market, high regulatory barriers,
uneven consumer literacy, and largely urban access to innovative firms lead to a market-led,
regulation-focused model of financial inclusion.

China’s approach is defined by a centralized state, consolidated platform-based markets,
moderate-to-high entry barriers for smaller players, rising trust in state-backed platforms, and broad access
enabled by top-down innovation, resulting in a direct, state-integrated model.

India’s state-as-enabler approach features a fast-growing mixed market, low entry barriers for
startups, and expanded financial service access through public digital infrastructure, creating a hybrid
model that blends public foundations with private sector innovation.

These outcomes result from the interaction of five contextual variables: a strong state role, high
entry barriers, and consolidated access drive direct, state-led systems, while limited state intervention, high
market complexity, and fragmented trust foster indirect, market-driven models. Hybrid approaches appear
when the state builds infrastructure and regulations collaboratively, but allows private firms to lead
innovation and deliver consumer services.

The US adopts an indirect, market-led approach to digital financial inclusion (DFI), with a limited
state role that emphasizes consumer protection over inclusion infrastructure. Key policies like the Fair
Credit Reporting Act, Equal Credit Opportunity Act, and Dodd-Frank Act target fairness and
discrimination but don’t directly provide digital access (Karp and Nash-Stacey 3). Its fragmented market is
overseen by multiple agencies—Federal Reserve, FDIC, OCC—resulting in complex, overlapping
regulations. High compliance costs deter smaller fintechs and concentrate the market among larger players,
stifling innovation (Ozili 335). Uneven financial literacy and trust, especially in marginalized
communities, further limit access; even successful fintechs such as Chime and Robinhood mostly serve
urban, tech-savvy populations, resulting in fragmented and inequitable reach.

China’s direct, state-driven model is enabled by centralized control and strong state capacity to
coordinate infrastructure and platform access. The government actively designs DFI strategies, as seen in
the Broadband China Initiative and the e-CNY rollout (Liu et al. 8). The market is consolidated and
state-aligned, dominated by Alipay and WeChat Pay, which enable rapid, secure scaling (Lee, Lou, &
Wang, 426). Entry barriers for unaffiliated fintechs are medium to high, favoring scale and compliance
over open competition. Government campaigns improve financial literacy, and trust in digital platforms is
reinforced by their integration with public services. However, this approach trades off competition,
transparency, and privacy, as data integration and Al-driven profiling can lead to exclusion and
surveillance.

India implements a hybrid approach where the state provides key digital infrastructure and enables
private fintech innovation. Programs like Aadhaar, UPI, and PMJDY serve as foundational rails-giving
firms such as Paytm and PhonePe secure platforms for service expansion (Asif et al.; PTI). The Indian
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market is collaborative and fast-evolving, with low barriers to entry thanks to RBI’s sandbox policies and
support for payment banks.

Ongoing challenges include uneven literacy and rural connectivity, but government schemes like
DBT and PMJDY have improved trust and onboarding. Behavioral Studies confirm usability, social
influence, and reliability as main drivers of uptake (Asif et al. 5). This hybrid model allows India to
flexibly scale inclusion, but barriers remain in digital literacy and rural access.

Each model reflects how context shapes the strategy: the US favors market-driven innovation but
struggles with scale; China achieves rapid coverage but at the expense of competition and privacy; India
balances state-built rails with private innovation and is advancing towards broader inclusion, though gaps
persist.

8: Policy Recommendations
USA — Integrate Regulations and Expand Access & Trust

To optimize its indirect, market-led approach, the US should improve regulatory cohesion and
broaden digital infrastructure access, especially for underserved and rural areas. Consolidating regulatory
bodies (CFPB, FDIC, OCC) into a coordinated DFI oversight entity would reduce compliance burdens and
enable unified strategies, as overlapping mandates raise costs for smaller fintechs (Ozili 335). A federal
framework should set shared standards for digital ID, open banking, and secure data sharing, lowering
market entry barriers and fostering inclusion-driven innovation. The US also needs to invest in affordable
broadband for low-income and rural communities, drawing from models like India’s Digital India and
China’s Broadband China, leveraging public-private partnerships for scalability. Simultaneously, the US
needs targeted financial literacy campaigns, particularly for minority, immigrant, and elderly populations
that have historically been excluded. These efforts should be community-based, embedded in local
institutions such as libraries, schools, and credit unions. Lastly, the US should develop inclusion-based
fintech incentives: tax breaks or grants for firms that demonstrably serve low-income, high-risk
communities; expanded regulatory sandbox environments for mission-driven startups; and mandatory
reporting standards for inclusion outcomes to shift innovation metrics from “user growth” to “impact
equity.”

China - Increase Transparency. Competition, and Literacy

China’s direct state-driven model achieves DFI at scale but now must foster greater market
competition, reinforce data privacy, and strengthen accountability. First, regulators should enhance
platform diversity by reducing preferential treatment toward dominant players like Ant Financial and
Tencent-supporting fintech incubators beyond major cities, relaxing regional firm licensing, and
microgrants to village-level startups focused on inclusion.

Second, to maintain user trust, China’s evolving personal data protection framework must curb
algorithmic bias, unchecked surveillance, and opaque consent processes. Adopting transparent disclosures,
opt-out rights, and third-party reviews of Al credit assessments-already piloted locally-will address privacy
concerns and align with global digital rights standards. Additionally, financial literacy initiatives should go
beyond infrastructure, targeting behavioral understanding of credit, insurance, and investing, tailored for
rural, migrant, and aging populations through mobile education in local dialects. Lastly, introducing
feedback channels between fintech consumers and regulators would increase policy responsiveness and
make inclusion more user-centered, without threatening the system’s efficiency.

India — Deepen Trust, Literacy, and Regional Reach
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India’s hybrid model combines scale with flexibility, but advancing requires stronger digital
literacy, enforceable privacy norms, and robust last-mile delivery. Despite widespread adoption of
Aadhaar, UPI, and PMJDY, millions remain hesitant or unable to fully use digital finance tools (PTI).
Scalable financial education in local languages, delivered through self-help groups, women’s collectives,
and village panchayats, is needed for effective user engagement (Asif et al. 3-4).

Enacting and enforcing strong data protection laws-building on the Digital Personal Data
Protection Act of 2023-can boost trust. Transparent redress mechanisms, clear opt-in standards, and secure
encryption will protect low-income users from data misuse by both state and private players.

Empowering regional fintechs and NBFCs with credit guarantees, infrastructure support, and
regulatory flexibility can expand inclusion for overlooked populations (e.g., tribal communities, gig
workers). An expanded regulatory sandbox that welcomes cross-sector innovations-such as health-finance
and agri-finance-can holistically address exclusion.

Finally, regular, regionally detailed impact assessments, co-developed with civil society and
researchers, will ensure that innovations equitably reach excluded groups and that success is measured by
equitable outcomes, not just scale (Asif et al. 4; PTI).

9: Conclusion

In summary, the USA’s indirect approach to tackling financial issues is shaped by regulatory
complexity, innovation leadership, and minimal state coordination. China’s direct approach leverages
centralized authority to scale quickly at the cost of privacy and openness. Finally, India’s hybrid model
strategically combines public infrastructure with private innovation to maximize inclusivity and
adaptability.

These contrasting models show that DFI is not an all-encompassing solution; rather, it is a
contextual outcome, molded by how countries, markets, and people interact within their institutional,
technological, and social environments.
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