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Foreword

The Emerald book series: Emerald Studies In Finance, Insurance, and Risk 
Management includes studies on New Challenges for Future Sustainability and 
Wellbeing contributed mainly by authors invited from participants in the 5th 
International Applied Social Science Congress (C-IASOS2019) held in Çeşme, 
İzmir, Turkey, between April 04–06, 2020 and the University of Malta - Depart-
ment of Insurance.

A collection of 24 chapters/studies about sustainability and challenges related 
to topics such as income, finance, wealth, politics, social aspects, the environment, 
education, and regional equality that influence the pace of economic develop-
ment and deteriorates well-being of people and organizations all over the world. 
The objective is to provide a platform/opportunity for scholars, researchers and 
professionals from different disciplinary backgrounds to discuss, highlight and 
exchange ideas on these challenges and prospects for economic and business 
development.

The great challenge of  our time is to create a sustainable and desirable 
future – one that achieves sustainable development goals (SDGs). In today’s 
“anthropocene” world, human impacts on ecological life support systems are 
increasingly complex and far-reaching. At the same time, there are increased 
demands on the planet’s life support functions to maintain living standards in 
developed nations and to reduce poverty in developing nations. In this “full” 
world, the emphasis in research, education, and policy needs to shift from 
addressing problems in isolation to studying whole, complex, interconnected 
systems and the dynamic interactions between the parts.

Several scholars have focused on how the concepts of vulnerability and resilience 
may be employed in the analysis of and to ensure future sustainability and wellbe-
ing. Various approaches have been proposed, concerning different fields of applica-
tion spreading from environmental to financial settings. While much of the existing 
literature on vulnerability and resilience is sector or country specific, in this volume 
we are proposing a more holistic approach that allows the sustainability of human 
well-being to be analyzed as a whole. Our understanding is that well-being equals 
sustainability, where several domains are interlinked. Moreover, while the majority 
of studies consider the vulnerability and resilience as aspects of the sustainability 
of a “system”, that is a society, a country, an organization or even the whole planet, 
this volume focus is on interrelated dimension of well-being, considering the expo-
sure to risk and the ability to manage these. We look out for the use of both objec-
tive and subjective indicators of well-being, case studies, theory and practice.



xviii   Foreword

Our current economic systems have become addicted to “growth at all costs,” 
as measured by Gross Domestic Product (GDP). They assume that GDP growth 
is synonymous with increased wellbeing and prosperity. However, this approach 
has led to growing inequality, an escalating climate crisis, and the depletion of 
natural and social capital. We are no longer generating genuine progress. Our 
approach to economics and development needs to be fundamentally transformed.



Chapter 1

Financial Inclusion: A Strong Critique
Peterson K. Ozili

Abstract

Purpose: This chapter presents criticisms of  financial inclusion.

Methodology: This chapter uses critical discourse analysis to critique the 
modern financial inclusion agenda.

Findings: The findings reveal that (i) financial inclusion is an invitation 
to live by finance and leads to the financialization of  poverty; (ii) some 
of  the benefits of  financial inclusion disappear after a few years; (iii) fi-
nancial inclusion ignores how poverty affects financial decision-making;  
(iv) it promotes digital money which is difficult to understand; (v) financial 
inclusion promotes the use of  transaction accounts; (vi) digital money is 
difficult to understand; and that (vii) some financial inclusion efforts bear 
a resemblance to a campaign against having cash-in-hand.

Implication: This study will help policymakers in their assessment of the 
economic, social, political, and cultural factors that hinder financial inclusion 
as well as the consequence of financial inclusion for society. For academics, 
this study will provide a critical perspective to on-going financial inclusion 
debates in the large positivist literature on financial inclusion.

Originality: Currently, there are no studies that use critical discourse analy-
sis to analyze the broader concept of financial inclusion. This chapter is the  
first study that uses critical discourse analysis to critique some aspects of the 
modern financial inclusion agenda.

Keywords: Financial inclusion; criticism; poverty; digital money; digital 
finance; financial literacy; financial education
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2   Peterson K. Ozili

1. Introduction
Financial inclusion is the sustainable provision of affordable financial services that 
bring the poor into the formal economy (United Nations, 2016). Financial inclu-
sion may be defined as the use of formal financial services by poor people (Beck, 
Demirgu¨c-Kunt, & Levine, 2007; Ozili, 2018). Financial inclusion is the pro-
cess that ensures the availability and ease of access to the formal financial sector 
(Ozili, 2020a; Sarma, 2012). Another definition refers to financial inclusion as the 
process of ensuring access to appropriate financial products and services needed 
by all sections of the society in general, and vulnerable groups such as weaker 
sections and low-income groups in particular, at an affordable cost in a fair and 
transparent manner by regulated mainstream institutional players (Chakrabarty, 
2011). These definitions emphasize that financial inclusion is achieved when there 
is access to finance to all or some members of the population.

The benefits of financial inclusion are enormous. Having a formal account is the 
first step toward financial inclusion because it can provide a convenient way to save 
money and pay bills and to meet emergency needs. Financial inclusion can intro-
duce a savings culture which individuals can take advantage of to manage their cash 
inflows and outflows and to save any excess money (Ozili, 2020a). Financial inclu-
sion can open up a wide range of opportunities and a variety of financial products 
for people (Mohan, 2006). Financial inclusion will grant access to credit to small 
businesses which can increase the level of local economic activities. Financial inclu-
sion will also allow financial markets to be within the reach of all citizens that want 
to engage in economic activities (Cull, Ehrbeck, & Holle, 2014, Ozili, 2020a).

Financial inclusion is indeed a great idea but this chapter critiques some 
aspects of the global financial inclusion agenda. While the author is not a critic 
of financial inclusion, the author identifies several aspects of the financial inclu-
sion agenda that may come back to hurt the citizens and the State in the future of 
a financially inclusive society. Anyone with a keen interest in the financial inclu-
sion literature will observe that most studies that investigate financial inclusion 
implicitly considers financial inclusion to be a good thing, and a large number of 
such studies can be found in the policy literature on financial inclusion. History 
has taught us that too much of a good thing is bad. The dot.com bubble of the 
early 2000s and the 2008 financial crisis are examples of this. The dot.com bubble 
(or the technology bubble) of the 2000s was replete with corporate governance 
scandals in many technology firms, and the 2008 global financial crisis where 
credit derivatives and subprime mortgages were pushed too far by investment 
banks that wanted to make much profit at the expense of subprime borrowers and 
unsophisticated investors. These two examples remind us that too much of a good 
thing can become a bad thing. Similarly, it is possible that too much financial 
inclusion may become undesirable.

Think of a world where everybody is financially included, a world where every-
one owns a basic bank account, and everyone can do whatever it takes to improve 
their economic welfare. In this kind of world, can anything really go wrong? Will 
people make financial decisions and transactions that improve their welfare? Is 
there a likelihood that people will make financial mistakes or make financial 
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decisions that are welfare-destructing as they now have unlimited access to bank 
accounts? It will be naïve to think that people, if  left to themselves, will always 
make welfare-improving financial transactions and decisions. This is because 
unrestricted access to finance can make it easier for vulnerable people, most of 
whom are poor, to make poor financial decisions and choices that would not be 
possible if  unrestricted access to finance was not granted.

Financial inclusion is also linked to inequality. Financial inclusion can exac-
erbate inequality if  there is a significant increase in the use of financial services 
by a smaller share of the population which is often the case in developing coun-
tries. Financial inclusion can reduce inequality if  a larger share of the population, 
particularly women and poor people, increasingly use financial services. Interest-
ingly, there is evidence that unequal financial access between men and women is 
significantly related to greater income inequality in countries (Aslan, Deléchat, 
Newiak, & Yang, 2017), which suggest that the uneven distribution of financial 
access in the population both for men and women increases income inequality, 
whereas policies that reduce the gender gap in financial access can help in pro-
moting greater gender and income equality. But gender and income inequality is 
only one aspect of inequality that financial inclusion addresses. Other dimensions 
of inequality cannot be mitigated by financial inclusion such as technological 
inequality and social inequality.

By examining the critical dimensions of financial inclusion, this chapter con-
tributes to the following strands of the literature. First, it contributes to the lit-
erature that contests the modern financial inclusion agenda. This literature argues 
that achieving financial inclusion through corporate industrialists, such as financial 
inclusion, is not in the best interest of the excluded population (Berry, 2015; Mader, 
2015, 2018; Prabhakar, 2019). Second, it contributes to the finance and inequality 
literature that assess the impact of financial inclusion on income inequality and gen-
der inequality as well as the effect of gender equality on the macroeconomy (Allen, 
Demirguc-Kunt, Klapper, & Peria, 2016; Aslan et al., 2017; Demirguc-Kunt, Klap-
per, & Singer, 2013; Gonzales, Jain-Chandra, Kochhar, Newiak, & Zeinullayev, 
2015; Hakura, Hussain, Newiak, Thakoor, & Yang, 2016). Third, it contributes to 
the literature that identifies some challenges to achieving financial inclusion. Much 
of the existing studies point to financial illiteracy and lack of access to a bank as the 
main challenges to financial inclusion (Collard, 2007; Dev, 2006; Khan, 2012; Ozili, 
2018, 2020b; Subbarao, 2009), but the author identifies that there are no studies 
that use critical discourse analysis to analyze the broader concept of financial inclu-
sion. This chapter is the first study that uses critical discourse analysis to critique 
some aspects of the modern financial inclusion agenda.

The remainder of this chapter is structured in the following way. Section 2 dis-
cusses the theoretical perspectives. Section 3 discusses the criticisms of financial 
inclusion. Section 4 concludes.

2. Theoretical Perspectives
The term inclusion is a civil rights concept which advocates that all individuals 
deserve equal access and equal opportunity. Proponents of inclusion, those who 
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support inclusion, argue that inclusion will enhance social interaction at all levels 
of human interaction, and these kind of interactions allow people to understand 
diversity which leads to an open-minded society (Clark, Dyson, Millward, & 
Robson, 1999; Mallory & New, 1994). Inclusion will allow individuals to encoun-
ter individuals and groups who do not think or act as they do, and they will 
need to learn how to work and interact with these individuals and groups. Social 
constructivist theory helps to understand inclusion, and then, financial inclusion.

Social constructivist theory argues that reality is constructed through biologi-
cal forces and the use of language in interactions with others which is primarily 
influenced by biological traits, history, society, and culture (Berger, Luckmann, & 
Zifonun, 1967; Teater, 2015). It emphasizes that people’s reality is constructed by 
both societal and biological factors, in other words, reality construction is influ-
enced by both nature and nurture (Teater, 2015). The social constructivist theory 
has implications for inclusion which is that an individual’s propensity to have 
equal rights (or access) and equal opportunities in all aspects of society depends 
largely on biological factors (individual traits and idiosyncrasies) and social fac-
tors that hinder or enable inclusion in society.

The social constructivist theory also has implications for financial inclusion 
which is that an individual’s propensity to have access to finance in the formal 
financial sector may be influenced by biological factors and other social factors 
that hinder or enable financial inclusion. Biological factors, such as health condi-
tions, physical ability/disability, personal traits, and habits, can hinder or enable 
financial inclusion. Social factors, such as culture, traditions, language, educa-
tion, entrepreneurial ability, language barrier and religious belief, can also hinder 
or enable financial inclusion.

3. Criticism of Financial Inclusion
This section discusses seven criticisms of financial inclusion relating to poor deci-
sion-making, financial literacy, the financialization of poverty, the disappearing 
benefit of financial inclusion, the excessive use of transaction account, digital 
money, and the campaign against having cash in hand.

3.1. Poverty Is Associated with Bad Habits and Decision-Making 
That Hinder Financial Inclusion

Financial inclusion ignores the evidence that poverty is associated with bad 
habits and poor decision-making that hinders financial inclusion. Evidence 
from the poverty and decision-making literature shows that poor people or low-
income individuals tend to focus on the present at the cost of the future such 
as unhealthy eating which damages health in old age, taking high-interest loans 
which favors meeting an immediate financial need as opposed to future needs 
(Sheehy-Skeffington & Rea, 2017). Also, in the field of political psychology, 
there is evidence that the lower one is in socioeconomic status, the more one 
is biased in one’s attitudes and behaviors toward members of one’s own social 
group, as opposed to members of other groups (Sheehy-Skeffington & Rea, 2017; 
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Wagner & Zick, 1995), leads to poor decision-making. There is also evidence that 
perceptions of low status can cause greater desire for poor people to spend the 
little money they have on status-displaying goods such as clothing and electronics 
to improve one’s local social standing (Rucker & Galinsky, 2008; Sivanathan & 
Pettit, 2010), and also, there is evidence that those lower in socioeconomic status 
are less likely to move from their impoverished neighborhood to a smart urban 
neighborhood when given the opportunity (South & Crowder, 1997), possibly 
because they prefer proximity to one’s local geography than exploring new 
locations (Sheehy-Skeffington & Rea, 2017).

If  unrestricted access to finance is granted to people who exhibit these behav-
iors or make poor decisions, it is unlikely that access to finance will improve their 
welfare in the long run. Perhaps, it is possible that financial education and financial 
literacy can help to mitigate these negative effects (Luhrmann, Serra-Garcia, &  
Winter, 2018), but we also know that financial education or literacy rarely leads to 
a change in old habits or a significant change from poor decision-making to bet-
ter decision-making (Mandell & Klein, 2009; Willis, 2008). This does not mean 
that poor people should not be granted unrestricted access to finance, rather the 
point is that there should be greater emphasis and inquiry on how poor people’s 
decision-making and habits hinder financial inclusion efforts, and the insights 
gained from this can help to develop policy solutions for better financial inclusion 
outcomes for poor people.

3.2. Financial Literacy Does Not Improve Financial Inclusion in a 
Significant Way

There is a large literature which suggests that financial literacy is the most impor-
tant positive influence for financial inclusion. These studies demonstrate, through 
arguments and correlations, that financial literacy can help excluded people be 
made aware of available financial services, but these studies do not demonstrate 
how financial literacy makes excluded people use available formal financial ser-
vices since “being aware of available financial services” does not necessarily mean 
that excluded people have access to it. First and foremost, financial literacy and 
whatever it means has been branded a fallacy by many scholars because financial 
literacy does not demonstrate a causal chain from financial education to higher 
financial literacy, to better financial behavior, and to improved financial outcomes 
due to biases, heuristics, and other non-rational influences on financial decisions 
(Cole & Shastry, 2008; Gale & Levine, 2010; Hathaway & Khatiwada, 2008; Wil-
lis, 2008, 2011).

The financial literacy agenda has many problems. Willis (2011) identified some 
of the problems. First, the high cost of financial literacy and education – deciding 
which financial literacy programs meet the financial education needs of different 
customers and the cost of such programs; deciding how long financial literacy 
programs should last whether 18 months, 2 weeks or 3 days and the cost implica-
tion of each decision; deciding which form of financial literacy programs should 
take place – whether as counseling sessions, seminars, lectures or group tasks 
and the cost implication of each decision; debates on whether financial education 
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should be extended to non-financial topics such as teaching customers how to 
detect cyber-criminal activity, engaging in good social interactions, learning how 
to verify source of information, and the cost implication of extending financial 
education to non-financial topics. Second, the speed with which financial product 
offerings and industry practices change is a major obstacle for financial education 
and literacy. Yesterday’s new product can become outdated today, and may be 
discontinued, which means that customers have to be re-educated again to learn 
about new financial product offerings and this will have cost implications. The 
evolving nature of financial product offerings shows that financial education has 
a short life span. Third, the lack of interest or resistance to participate in financial 
education is another obstacle to financial literacy. Voluntary financial education 
is widely available and free yet seldom used by many people, which implies that 
there may be some resistance to participate in compulsory financial literacy pro-
grams too (Willis, 2011). In sum, these challenges of financial literacy casts doubt 
on whether financial literacy can improve financial inclusion in a significant or 
meaningful way.

3.3. Invitation to Live by Finance and the Financialization of  Poverty

Financial inclusion is an invitation to live by finance because finance or money, 
which in the past used to be a secondary source of happiness in people’s life, will 
now become a primary source of happiness in people’s lives. Having money in 
one’s formal account will become the determinant of whether poor individuals 
or households will live a good life or a life filled with suffering. Through financial 
inclusion, everyone will own a formal account which will create a basis for 
people to compare themselves with others – by how much they have in their 
formal accounts, which may lead to greed, jealousy, and other vices. This sort 
of comparison already exists in society but full financial inclusion will make it 
more pronounced and even worse. As the global financial inclusion movement is 
placing greater emphasis on formal account ownership and the amount of money 
people have in their formal accounts to perform transactions, such emphasis will 
make people devalue other areas of life that does not require money, or access to 
finance, to live a fulfilling life. Financial inclusion also leads to the financialization 
of poverty. Financial inclusion follows the fundamental premise that poverty 
alleviation should be pursued through the expansion of financial markets (Mader, 
2018), that is, the expansion of financial markets through the entry of new players 
in the financial sector. Advocates argue that the entry of new players in the 
financial sector will ensure that there are many providers of financial services 
to provide basic financial services to poor people, and the new players will reach 
poor people in remote areas for poverty alleviation (Chauvet & Jacolin, 2017; 
Ozili, 2018; Soederberg, 2013). This suggests that poverty can only be alleviated 
through the services offered by financial institutions; thus, financializing poverty 
(Mader, 2018). The problem with this is that some financial institutions have 
superior advantage in offering basic financial services than other financial 
institutions, and these institutions enjoy economic rents in some segment of the 
market. If  these financial institutions target the poor and excluded population 
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they will not only spearhead the financialization of poverty in poor communities 
and enjoy rents, but may also engage in unethical business practices that will 
make poor people depend on them, leading to over indebtedness and without any 
opportunity for debt forgiveness. Mader (2015) contests that the financialization of 
poverty always benefit rentier capitalists and social investors at the expense of poor 
people. Second, financializing poverty will expose poor people to risks associated 
with financial markets (Prabhakar, 2019). Using financial inclusion to increase poor 
people’s participation in the formal financial sector will expose poor people to risks 
associated with engaging with the financial system which will advance the process 
of the financialization of poverty (Berry, 2015).

3.4. The Benefits of  Financial Inclusion Disappear After a Few Years

There are three reasons or hypotheses that explain why the benefits of financial 
inclusion disappear after a few years. The first reason or hypothesis is the quick 
fix hypothesis. The quick fix hypothesis argues that when there is an economic 
or financial crisis that affects poor people’s access to basic financial services, the 
government will provide benefits such as cash transfer payments and other ben-
efits to poor people and other affected groups to improve their economic welfare 
for the time being. But when the crisis ends, the benefits given to poor people 
and the affected groups will stop after a while or will be reduced to a minimum 
due to high cost of sustaining the benefits program. In other words, the quick fix 
hypothesis states that when a “quick-fix” financial inclusion regime is over, the 
beneficiaries will gradually withdraw from the formal financial sector when the 
benefits stop.

Using quick-fixes to address the financial inclusion problems in a country is a 
great idea because it can help in reducing the negative effects of a crisis and can 
make the crisis become bearable for poor individuals for the time being. Affected 
individuals and groups will be encouraged to own a formal account where they 
can receive their benefits from the government such as cash transfer payments. 
But when the benefits stop, the affected individuals or groups may abandon the 
formal accounts they own and feel that they no longer need those formal accounts 
since the benefits have stopped, making the formal accounts become inactive or 
dormant and this would negatively affect financial inclusion because the goal of 
financial inclusion is not just to bring poor people and excluded groups into the 
formal financial sector, but to ensure that poor people and other users of financial 
services are active users of available financial products and services in the formal 
financial sector. Also, when the benefits finally stop, the beneficiaries – the poor 
and other excluded groups – may become dissatisfied because they want the ben-
efits to continue for as long as it can even though the crisis has ended. Such dissat-
isfaction can lead to extreme reaction such as activism, counter-activism, closing 
of bank accounts, hatred toward the government, isolation, radicalization, and 
social exclusion, which will negatively affect the goals of financial inclusion and 
can hurt the community and the society.

The quick-fix hypothesis is widely linked to the benefits program used by many 
countries such as Canada and the UK to help poor individuals and households 
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who cannot access formal financial services during an economic crisis. For 
instance, the government in these countries tend to persuade domestic banks to 
provide specialized financial services to the affected population free-of-charge 
or at a low cost over a specific period of time with the government promising 
to bear any significant costs associated with such services until the crisis ends; 
hence, a “quick-fix” solution. Sometimes, a government will make temporary pro-
financial inclusion commitments in order to protect and preserve its international 
economic development reputation. Since no government wants to be seen as per-
forming badly in taking care of its citizens, governments have an incentive to 
adopt temporary financial inclusion measures to signal that they are performing 
well compared to other countries in the international development community. 
This is also a type of quick-fix.

The second reason or hypothesis is the “post-achievement slack” hypothesis. 
The post-achievement slack hypothesis argues that the benefits of financial inclu-
sion begins to disappear when a government has achieved its financial inclu-
sion objectives and fails to sustain the infrastructure it created for the purpose 
of achieving its financial inclusion goals. The government may completely cease 
funding for financial inclusion once the financial inclusion objectives have been 
achieved, so that it can focus on meeting other economic priorities. The third 
hypothesis is the change-in-government hypothesis. The change-in-government 
hypothesis argues that the benefits of financial inclusion begin to disappear when 
a new government discontinues the existing national financial inclusion programs 
of the previous government. A new government can either continue or discon-
tinue the existing national financial inclusion programs. If  the existing program is 
continued, it may be continued with less intensity which would lead to a reduction 
in financial inclusion penetration. Also, a new government may discontinue the 
existing financial inclusion program if  the new government believes that (i) the 
current financial inclusion program is too expensive to sustain, (ii) the new gov-
ernment has a better alternative, or (iii) if  the new government believes that the 
intended goal has been achieved. Whichever is the case, a change in government 
usually reduces the intensity of financial inclusion activities, which may erode the 
short-term benefits of financial inclusion.

3.5. Promoting the Use of  Transaction Account

Financial inclusion promotes the use of transaction accounts. In recent years, 
financial inclusion is increasingly focused on having a greater number of active 
holders of transaction accounts – accounts that are actively being used to per-
form transactions (Allen et al., 2016). This suggests that financial inclusion 
requires having access to a transaction account (Demirguc-Kunt, Klapper, & 
Singer, 2017). A transaction account is an account used for day-to-day expenses 
so that individuals and businesses can withdraw cash or pay for things they want 
or need. But, does ownership of a transaction account mean that a person is 
financially included in the formal financial sector? Certainly, yes! But, does an 
increase in transaction account activity translate to greater financial or eco-
nomic well-being for individuals? No. More so, is the number of transactions in a 
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