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RE: Request for Information on Financial Inclusion (Docket No. TREAS-DO-2023-0014)

Dear Director Li,

Consumer Reports! appreciates the opportunity to comment on the Department of the Treasury’s
(Treasury) request for information (RFI) on financial inclusion. Expanding access to safe and appropriate
financial products and services for historically underserved communities has been recognized around
the world as playing a critical role in improving consumer welfare and contributing to broader economic
growth. We commend and fully support Treasury’s efforts to develop a National Financial Inclusion
Strategy (NFIS) and believe that the NFIS provides a unique opportunity to establish a shared, modern
vision on what it means to be financially included and empowered in the U.S.

CR’s responses to individual questions from the RFl can be found below.
Question A.1. How do you or your organization define financial inclusion?

(a) Some definitions of financial inclusion include considerations of access, safety, usefulness,
appropriateness, and affordability of financial products and services, among others. What are the
key elements of your definition and why do you include them?

While financial inclusion is a globally recognized policy priority, precise definitions vary. For example,
according to the World Bank, “financial inclusion means that individuals and businesses have access to
useful and affordable financial products and services that meet their needs — transactions, payments,
savings, credit and insurance — delivered in a responsible and sustainable way.”? The Center for Financial
Inclusion defines financial inclusion as “a state in which all people who can use them have access to a full
suite of quality financial services, provided at affordable prices, in a convenient manner, and with dignity
for the clients. Financial services are delivered by a range of providers, most of them private, and reach

! Founded in 1936, Consumer Reports (CR) is an independent, nonprofit and nonpartisan organization that works
with consumers to create a fair and just marketplace. Known for its rigorous testing and ratings of products, CR
advocates for laws and company practices that put consumers first. CR is dedicated to amplifying the voices of
consumers to promote safety, digital rights, financial fairness, and sustainability. The organization surveys millions
of Americans every year, reports extensively on the challenges and opportunities for today's consumers, and
provides ad-free content and tools to 6 million members across the U.S.
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everyone who can use them, including disabled, poor, rural, and other excluded populations.”® The
United Kingdom’s (UK) 2007 Financial Inclusion Action Plan states that “financial inclusion is about
ensuring everyone has the opportunity to access the financial services products needed to participate
fully in modern-day society and the economy.”

While definitions may vary across countries and contexts, there are often common themes to be found.
Financial inclusion entails access to financial services for all consumers, in particular consumers who
have been traditionally excluded or underserved (or ill-served) by the financial sector. It should
encompass a range of relevant products, from accounts to savings to credit (i.e. beyond just access to
bank accounts). These products and services should be affordable and high-quality in order to actually
meet the needs and circumstances of underserved consumers and ensure that they can benefit from
such products. They must also be accessible and convenient for consumers to obtain, addressing long-
standing issues of physical access barriers, while being delivered in a fair and responsible manner. Lastly,
an important component of financial inclusion is ensuring that these aforementioned elements can be
provided in a sustainable manner by the market, as achieving financial inclusion at scale and over the
long-term requires market-based approaches. All of these components are critical to include for a well-
balanced and comprehensive conception of financial inclusion.

(b) Some topics related to financial inclusion include financial health, financial well-being, financial
capability, and financial resilience. Do any of these or other related topics relate to or influence your
definition of financial inclusion, and if so, why?

Financial health, financial well-being, and financial resilience are all related topics to financial inclusion,
though we think they do not necessarily need to impact or change the definition of financial inclusion
per se. Rather, we would recommend clearly articulating what is the overarching vision and objective of
the NFIS. Financial inclusion is a broad concept. A NFIS is a time-bound, context-specific strategy. It
therefore provides an opportunity to establish a clear vision of what the NFIS seeks to achieve with
respect to financial inclusion within the NFIS’s timeframe. The vision and objective of a NFIS should be
tailored to the specific circumstances of a country.

In the case of the U.S., we believe that it would be most suitable to have an overarching vision that
encompasses financial empowerment, financial stability, and financial resilience. The U.S. has already
achieved high levels of account ownership, which is often viewed as the initial stage of financial
inclusion. An estimated 95.6% of U.S. households currently have a transaction account.> However, while
account ownership may stand at an all time high, recent research has shown an increase in financially
vulnerable households (17% of U.S. households in 2023).° Only 49% of U.S. households have positive
cash flow, spending less than their income,” indicating that a large proportion of households face issues
with financial instability. Consumer Reports’ nationally representative survey research found that 23% of
Americans who have a personal bank account do not have a savings account.®
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At the same time, the financial and economic landscape for consumers has been rapidly changing in
recent years. The rise of the gig economy has increased income instability,® while inflation has impacted
purchasing power and decreased the ability to save. Digital financial services (DFS) have become
mainstream and widespread, reaching new consumers and enabling innovative new products and
services, while also introducing new risks. Consumers’ financial lives have become increasingly complex,
with consumers juggling a mix of financial and quasi-financial products and services. For example, recent
research has shown that 53% of Americans are now using digital wallets more often than traditional
payment methods and value the convenience digital wallets provide. However, this innovation poses a
double-edged sword, as 47% of Americans say that having access to digital wallets makes them spend
more than when they use physical cards or cash, while 67% say they lose track of how much they’ve
spent when using digital wallets.°

Given these various trends impacting U.S. consumers, a more sophisticated vision would be appropriate
for the NFIS, one that goes beyond account ownership and perhaps beyond the traditional framing
around usage and quality as well. Instead, a more ambitious approach could be to frame the objective of
the NFIS around consumers being empowered to manage and thrive in their financial lives. Previous
research has shown that 77% of U.S. households believe that financial stability is actually more
important to them than moving up the income ladder, illustrating the high level of financial uncertainty
and unpredictability that these households face.! The vision of the NFIS could encompass financial
inclusion efforts that are specifically aimed at improving financial empowerment, financial stability, and
financial resilience, critical and timely needs in the current U.S. context.

For example, the UK’s 2007 Financial Inclusion Action Plan stated at the outset that “the government’s
key goals for financial inclusion are about ensuring that everyone has access to appropriate financial
services, enabling them to:

e Manage their money on a day-to-day basis, effectively, securely and confidently;

e Plan for the future and cope with financial pressure, by managing their finances to protect
against short-term variations in income and expenditure, and to take advantage of longer-term
opportunities; and

o Deal effectively with financial distress, should unexpected events lead to serious financial
difficulty.”*?

Notably, the UK Action Plan focused on concrete aspects of consumers’ financial lives, namely control
over daily money management, financial stability, and financial resilience. Similarly, the most recent UK
Financial Inclusion Report 2021-22 focuses equally on ensuring access to financial products and services
as well as building financial capability and resilience, specifically noting that consumers must be
empowered to make the most of their money.® Framing the vision of the NFIS, as well as the

910% of consumers indicate that income variability causes hardships. These figures increase for Black and Hispanic
adults as well as for adults with less education. See Economic Well-Being of U.S. Households in 2022. Federal
Reserve Board of Governors, May 2023.
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accompanying action items, specifically around what concrete aspects of U.S. consumers’ financial lives
financial inclusion is meant to enable would be a powerful approach.

Establishing a clear overarching vision and objective for the NFIS that is consumer-centric and
incorporates financial well-being and financial stability is critical because this vision then guides the rest
of the NFIS. Analysis of financial inclusion barriers can be focused and structured around specific pain
points related to financial empowerment, financial stability, and financial resilience. Formulation of
solutions and action items can be focused on achieving particular objectives, resulting in more targeted
and concrete actions than possible if working under a broad and generic definition of financial inclusion.

Question A.2. What do you consider to be in and out of scope for efforts to promote financial
inclusion?

(a) Which financial products and services should consumers be able to access in order to be considered
financially included? Please provide specific examples. Are there particular qualities that are
important for these products and services to have?

As discussed above, we would suggest centering the NFIS around specific financial inclusion objectives
to be achieved, namely increasing financial empowerment, financial stability, and financial resilience.
With these objectives in mind, the question would then turn to what types of financial products and
services would best address these needs. For example, microsavings products, cash flow and liquidity
management products, microloans, and microinsurance products would all be relevant for increasing
financial stability and financial resilience. Tools that allow consumers to easily visualize their complete
financial lives, to set goals, and to transfer funds safely and inexpensively would be beneficial for
financial empowerment purposes.

Question B.1. Are there features of the existing financial system (for example, pricing strategies, fees,
penalties, underwriting methods and standards, uses of consumer data, technological systems or
constraints, institutional protocols related to fraud or risk management, or other features) that limit
or create inequalities in the ability of consumers and communities to access, use, and benefit from
financial products and services? Which features are the most limiting, and for whom? Please provide
specific examples.

There are typically a range of common barriers to financial inclusion. From the consumer perspective,
these can include lack of physical access to outlets, lack of appropriate products and services, high costs
of products and services, discriminatory practices, lack of documentation, and lack of trust in formal
financial institutions, among others. On the supply-side, barriers can be posed by low literacy of
underserved consumers, thin credit files, and higher cost of servicing. All of these barriers have been
cited as obstacles to financial inclusion in the U.S. to some degree.

That said, for purposes of the NFIS, we would suggest first identifying the highest priority gaps in
financial inclusion in the country using an evidence-based approach. After established a key set of
objectives around these gaps, the identification of barriers can be centered around these particular
objectives. For example, if the main objectives of the NFIS are to empower consumers to manage their
financial lives and achieve financial stability, then the focus of the NFIS should be on identifying the
barriers and underlying obstacles to achieving these specific objectives, and the solutions needed to
overcome these obstacles.



For example, as noted above, the financial lives of U.S. consumers are increasingly complex, with an
increasingly wide array of different payment and credit products and services to choose from, scattered
across different platforms and institutional types. Having the appropriate tools to manage one’s
financial life in a holistic manner, to set financial goals, and to easily transfer and consolidate funds
across different products and services would help to empower consumers in their financial lives. But
there are currently underlying obstacles to achieving such tasks, such as barriers in transferring data
across institutions. Open banking, and even more so open finance, would help to facilitate such
transfers. Permissioned data sharing can help consumers better manage their debt, budget their
earnings, and save towards their goals. We therefore fully support the Consumer Financial Protection
Bureau’s (CFPB) efforts with respect to open banking,'* while also highlighting the need to go further
than the CFPB’s current draft rule and cover a broader set of providers and products within an open
finance system.' Including action items in the NFIS on progressing further in open finance could help to
achieve the objective of empowering consumers in their financial lives, as could taking steps to address
fees for making payment transfers across platforms.

Similarly, there are a range of barriers to improving financial stability and financial resilience. These
include the lack of ability to save in small increments, inadequate financial management tools, and lack
of short-term liquidity products. Underlying factors that may be contributing to these barriers could
include regulatory obstacles that increase the costs of providing such products and lack of incentives or
tools at the provider level to develop appropriate offerings. The NFIS could therefore include action
items that seek to address these barriers. This could include exploring to what extent prudential
requirements could be safely adjusted to provide greater flexibility to innovate in short-term liquidity
product offerings. Tax incentives could be utilized to encourage product and service offerings that
contribute to financial resilience. Policymakers could take steps to encourage and elevate emerging and
innovative approaches across the market to proactively identify opportunities for microsavings and to
automate such behavior. There could be opportunities to innovate in providing early access to earned
wages through employer-integrated (and ideally no-cost) programs.'® More broadly, policymakers could
work towards ensuring that a financial health lens is more consistently integrated into financial
institutions’ internal operations, in order to encourage institutional behavior that goes beyond a focus
on profitability of siloed business lines and instead considers not only the lifetime value of a consumer
but their overall financial health and well-being as well.

Question C.1. What are key indicators that can be used to measure and track financial inclusion? If
possible, please provide specific examples of existing data sources.

(a) What are appropriate quantitative and qualitative measures of financial inclusion? For example, this
could include the share of households that own a credit card or transaction account, or consumers'
beliefs about how well financial products and services fit their needs.

(b) What are appropriate individual and/or system-level measures of financial inclusion? For example,
this could include the share of consumers' total payments made electronically, or consumers'
average savings balances. More broadly, this could include metrics related to availability,

¥ https://www.consumerfinance.gov/personal-financial-data-rights/

15 https://advocacy.consumerreports.org/research/consumer-reports-comment-letter-to-the-cfpb-on-its-personal-
finance-date-rights-proposal/

16 Any efforts in this regard would need to be careful to clearly distinguish from direct-to-consumer “earned wage
access” models, which are essentially payday loans and should be treated as such.
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affordability, utilization or benefit of financial products and services, such as the number of bank
branches available in a certain area, average transaction costs, rates of utilization for a given
product or service, or consumer outcomes related to productor service use.

(c) Are there any intermediate benchmarks or indicators that should be tracked to measure overall
progress toward financial inclusion?

A range of key financial inclusion indicators have been identified in various global references. For
example, the G20 Financial Inclusion Indicators focuses on three dimensions: (1) access to financial
services, (2) usage of financial services, and (3) the quality of products and service delivery. Indicators
include the following, among others:

e % of adults with an account

e % of adults who borrowed from a financial institution in the past year

e Insurance policy holders per 1,000 adults

e Retail cashless transactions per 1,000 adults

e % of adults who made or received digital payments

e % of adults who saved at a financial institution

e Branches per 100,000 adults

e Financial knowledge score

e Use of savings for emergency funding

e Disclosure index combining existing of disclosure requirements

o Index reflecting existence of formal internal and external dispute resolution mechanisms

e Strength of credit reporting systems?’

The Alliance for Financial Inclusion (AFI) has also developed a set of financial inclusion indicators that are
similarly grouped around access, usage, and quality.’® In addition to these two references, the World
Bank’s Global Findex tracks a large number of demand-side financial inclusion metrics,*® while the
International Monetary Fund’s Financial Access Survey tracks a large number of supply-side financial
inclusion metrics.?’ While both of these latter two examples are broader data gathering exercises, NFIS
indicators could be drawn from these sources as well.

We would suggest selecting, and adapting as needed, a subset of quantitative and qualitative indicators
from these various sources, focusing on those most relevant to the specific vision and objectives of the
NFIS. In particular, metrics related to the quality of financial inclusion, as well as to financial
empowerment, financial stability, financial resilience, and broader financial well-being would be
beneficial to track. Such metrics would likely need to involve developing indexes based on consumer
survey data.

It is also important to consider the feasibility of gathering consistent, reliable data for selected
indicators, which can often pose a challenge. Ideally, data sources would already be readily available for
selected indicators, or it would be feasible to incorporate new indicators into existing survey
instruments. It has been noted that comprehensive, granular data on financial inclusion-related issues is
lacking in the U.S. This makes both diagnosing barriers as well as monitoring progress in addressing

17 G20 Financial Inclusion Indicators. Global Partnership for Financial Inclusion, 2016.
18 AF| Core set of Financial Inclusion Indicators. Alliance for Financial Inclusion, 2019.
1% https://www.worldbank.org/en/publication/globalfindex

20 https://data.imf.org/?sk=e5dcab7e-a5ca-4892-a6ea-598b5463a34c
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barriers difficult. It may therefore be worthwhile and necessary for the NFIS to include specific measures
to strengthen financial inclusion-related data infrastructure, in order to enable a robust monitoring &
evaluation framework for the NFIS. This is a common action item in many NFISs around the world.

On a related note, we would strongly recommend that the NFIS include headline targets to be achieved.
Beyond simply tracking progress on key financial inclusion indicators, the NFIS should ideally include a
core set of specific quantitative targets that are intended to be achieved by the end of the NFIS.
Headline targets can be a powerful tool that helps to galvanize action towards concrete results and
maintain momentum (and pressure) over the course of a NFIS. Practically speaking, headline targets are
beneficial in distilling and communicating the key objectives of a NFIS to a broader audience. In addition,
the process of agreeing on and setting quantitative targets is often one of the most challenging yet
substantive stages of the NFIS development process, as this is where the rubber meets the road.
Headline targets should be ambitious but achievable. For example, headline targets could include
increasing financial stability from 50% to 65%, or increasing financial resilience from 51% to 60%.2

Question D.3. What can be done to enable responsible, equitable innovation in financial products and
services that enhances financial inclusion while ensuring robust consumer protections, including
privacy and data security? For example, could novel data sources, data analytic techniques or
algorithms be leveraged to promote access to financial products while ensuring privacy protections
and safeguarding consumer data?

(a) What are examples of innovative financial products, services, and strategies that have enhanced
individuals' ability to access, use, and benefit from these offerings?

(a) What can be done (in financial institution practice, policy, regulation, or otherwise) to ensure that
efforts to promote financial inclusion, or products marketed as inclusionary do not result in or
perpetuate discriminatory or predatory practices?

Financial consumer protection is a critical component of financial inclusion, hence the reference to
responsible provision of financial products and services in many definitions of financial inclusion. It
should obviously not be considered financial inclusion if products and services are being offered that are
predatory and harmful to consumers. While there is an extensive financial consumer protection legal
and regulatory framework in the U.S., numerous gaps still remain, particularly with respect to new
fintech offerings. For example, there is an increasing array of quasi-credit products that fall beyond the
existing the regulatory framework, such as buy now, pay later (BNPL) and earned wage access (EWA)
products, that are touted as beneficial for consumers but pose risks due to a lack of transparency on
fees and risks, aggressive marketing, and high pricing. Given the range of new offerings and
technologies, it will be critical to ensure that new or enhanced types of consumer risks are adequately
addressed by updating financial consumer protection regulatory frameworks where needed to ensure
that consumers do not suffer harm to their financial well-being.

Artificial intelligence and machine learning (Al/ML) pose opportunities as well as risks for financial
inclusion. Al/ML is increasingly being utilized by financial institutions for both back-end and front-end
operations across the customer lifecycle, from targeted marketing to automated credit scoring to fraud

21 For further details on establishing headline targets, see Financial Inclusion Targets and Goals: Landscape and
GPFI View. Global Partnership for Financial Inclusion, 2013. See also Developing and Operationalizing a National
Financial Inclusion Strategy. World Bank, June 2018.



monitoring and customer service. For example, ML models in credit underwriting could potentially help
financial institutions reach underserved consumers with thin credit files. However, use of such models
carries significant risk of perpetuating historical biases as well as creating new types of discrimination.
Algorithmic systems (used for credit or insurance underwriting, risk-based pricing, etc.) can lead to
discriminatory outputs due to the data used in such models or the model design itself. The NFIS could
include action items on establishing clear and robust safeguards to ensure that ML models are
developed with sufficient levels of explainability; that active steps are taken throughout the model
development process to test for and minimize disparate impact; and that clear disclosures are made to
consumers when they are subject to automated decisions as well as clear rights established to request
human review of such decisions.

Lastly, a strong, comprehensive national data privacy legal framework is long overdue. Such a
framework would help to establish a strong foundation to address broader data privacy and security
issues that have accompanied the increasing digitization of the financial sector and the broader
economy.

Question D.4. What should be prioritized (in policy, regulation, practice or otherwise) in the effort to
promote financial inclusion?

In addition to the priority action items discussed above, there is significant opportunity to strengthen
credit infrastructure, which is a key underlying enabler of financial inclusion. For example, consumers
continue to face issues with errors in their credit reports. Recent analysis by Consumer Reports noted
that having incorrect information on a credit report was the top complaint made to the CFPB for the
past three years. In addition, the number of complaints about credit report errors more than doubled in
recent years, from 165,129 in 2021 to 443,321 in 2023. About 13% of consumers have errors that affect
their credit scores, while 5% of consumers have errors serious enough to cause a credit denial or raise
interest rates.?? The NFIS could include action items aimed at decreasing the level of errors in credit
reports as well as improving the ease of addressing errors.

In addition, it would be beneficial explore concrete actions in the NFIS that would help to enable safe,
consumer-permissioned use of alternative data for underwriting. For underserved consumers,
particularly consumers who are credit invisible or have thin credit files, oftentimes rental or utilities
payment data can make a substantial difference in credit scoring. But such data can currently be difficult
to access. Legal or regulatory solutions could be explored to allow for access and use of such datain a
safe, privacy-protecting, and responsible manner.

Additional inputs
On a broader level, we would like to take the opportunity to highlight key success factors for NFIS
development and operationalization in case helpful. The World Bank has specifically identified the

following ten success factors based on working on numerous NFISs around the world:

1. Early and sustained engagement of relevant stakeholders—including the private sector—to
create broad buy-in and align efforts across financial and non-financial policy areas

22 https://www.consumerreports.org/money/credit-scores-reports/credit-report-error-complaints-surge-check-
your-report-a1194343465/



2. Investment in data and diagnostics work to ensure that the NFIS is grounded in a robust
evidence base and accurately identifies constraints and opportunities relevant to the
achievement of greater financial inclusion

3. Identification of high-level champions within key institutions who can integrate relevant NFIS
actions into institutional work plans and advance their implementation

4. Clear articulation of NFIS objectives and targets to ensure a shared understanding of expected
outcomes

5. Prioritization of forward-looking NFIS actions that emphasize digital approaches, proportionality,
and the needs of financial consumers

6. Establishment of inclusive but efficient governance arrangements to facilitate collaboration and
consultation throughout the NFIS implementation period

7. Mobilization of resources prior to NFIS launch—including those needed for “quick win” actions
and Secretariat staff—to build momentum and demonstrate credibility

8. Effective communication and branding of the NFIS, including the signaling of early
implementation successes

9. Flexibility to adapt NFIS elements during implementation to reflect market developments and
emerging policy priorities

10. A well-resourced and robust M&E system to track implementation progress, identify
bottlenecks, and inform course corrections®®

Several of these success factors have been mentioned previously. We would especially note the first
success factor — the need for sustained engagement from both public and private stakeholders as the
ultimately implementors of a NFIS. We would recommend continued and substantive engagement with
all relevant stakeholders throughout the NFIS development process.

In addition, particularly for the U.S. context, we would highlight the need for coordinated action across a
wide range of actors. As much as possible, the NFIS should be opportunistic and leverage existing
initiatives and programs across various government agencies that can be utilized to advance NFIS
objectives and action items.

In conclusion, we would like to reiterate our strong support for the development of a NFIS and
appreciate the opportunity to submit these comments. For further information, please contact Jennifer
Chien at jennifer.chien@consumer.org.

Sincerely,

Jennifer Chien
Senior Policy Counsel, Financial Fairness

Consumer Reports

1101 17th St NW #500
Washington, DC 20036
www.ConsumerReports.org

(202) 462-6262
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