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Abstract 
Artificial Intelligence (AI) is increasingly transforming the way financial services are designed, delivered, 
assessed, and accessed. In emerging economies, where conventional financial institutions often face 
challenges related to geographical dispersion, information asymmetry, high transaction costs, limited 
credit histories, and unequal access to formal financial services, AI offers new possibilities for expanding 
financial inclusion. Machine learning-based credit assessment, intelligent financial interfaces, automated 
fraud detection, personalized financial services, alternative-data analysis, and AI-enabled customer 
support can potentially reduce the cost of serving underserved populations and improve access to credit, 
payments, savings, insurance, and financial advice. At the same time, the use of AI may create new 
forms of exclusion through algorithmic bias, inadequate data, lack of transparency, privacy concerns, 
cybersecurity threats, and unequal access to digital infrastructure. 
 
This descriptive research paper examines the potential impact of Artificial Intelligence on financial 
inclusion in emerging economies through a conceptual and secondary-data-based analysis. The paper 
develops an AI–Financial Inclusion Framework connecting AI capabilities with the accessibility, 
affordability, availability, quality, and trust dimensions of financial inclusion. The analysis particularly 
focuses on five pathways: AI-enabled credit assessment, intelligent financial interfaces, personalized 
financial services, automated risk and fraud management, and AI-supported financial education. The 
paper argues that AI should not be viewed as an automatic solution to financial exclusion. Its contribution 
depends on the availability of reliable data, digital infrastructure, financial literacy, institutional capacity, 
responsible governance, and human oversight. Recent international evidence also indicates that AI 
preparedness varies considerably across emerging-market economies, making institutional and 
infrastructural readiness an important condition for realizing AI's potential. (Bank for International 
Settlements) 
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Introduction 
Financial inclusion has become an important component of inclusive economic development. Access to 
appropriate and affordable financial services enables households to manage income fluctuations, 
accumulate savings, obtain credit, make payments, insure against risks, and invest in productive 
activities. However, substantial sections of populations in emerging economies continue to experience 
barriers to formal financial services. These barriers may arise from low income, geographical distance 
from financial institutions, limited documentation, insufficient credit histories, high transaction costs, 
inadequate financial literacy, and lack of trust in formal institutions. 
 
The rapid development of digital technologies has altered this situation. Mobile phones, digital payments, 
online banking, electronic identification systems, cloud computing, big-data analytics and FinTech 
platforms have expanded the possibilities for delivering financial services beyond conventional bank 
branches. Artificial Intelligence represents a further stage in this transformation because it enables 
financial institutions and technology companies to analyse large volumes of information, identify patterns, 
automate decisions and provide increasingly personalized services.
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The relationship between AI and financial inclusion is therefore potentially significant. AI can assist 
financial institutions in assessing individuals who lack conventional credit histories by analysing 
alternative forms of data. Machine-learning models can process large datasets to identify patterns 
associated with repayment behaviour. Intelligent interfaces can provide financial information through 
conversational systems, while automated systems can detect suspicious transactions and potentially 
reduce fraud-related losses. AI may also help financial institutions lower operating costs, allowing them 
to serve customers who may previously have been commercially difficult to reach. 
 
The International Monetary Fund has noted that machine-learning-based FinTech credit can potentially 
improve financial inclusion by using non-traditional data to assess borrowers, estimate income prospects 
and evaluate credit risk. At the same time, the IMF highlights the possibility that poorly designed models 
and unrepresentative data can create digital exclusion or reinforce existing patterns of exclusion. (IMF) 
Consequently, the question is not simply whether AI can improve financial inclusion. A more meaningful 
question is under what conditions can AI contribute to inclusive financial systems in emerging 
economies? 
 
This paper addresses that question through a descriptive and conceptual examination of the major 
mechanisms through which AI can influence financial inclusion. 
 

Background of the Study 
 
1 Financial Inclusion in Emerging Economies 
Financial inclusion broadly refers to the availability, accessibility and effective use of appropriate financial 
products and services by individuals and businesses. It encompasses more than simply owning a bank 
account. A financially inclusive system should allow people to access payments, savings, credit, 
insurance and other financial services at reasonable cost and under appropriate conditions. 
Emerging economies present a particularly important context for financial inclusion because formal 
financial infrastructure is often unevenly distributed. Urban populations may have access to multiple 
banks and digital financial platforms, while rural and low-income communities may face fewer choices. 
Small businesses and informal workers may also experience difficulties obtaining formal credit because 
they lack conventional documentation or sufficiently long financial histories. 
 
Traditional lending models often depend heavily on information such as previous borrowing records, 
salary documentation, collateral and formal business accounts. Individuals who do not possess these 
characteristics may be treated as high-risk even when they have the capacity to repay. 
 
Digital financial technologies have created opportunities to reduce some of these information barriers. AI 
potentially strengthens this process by allowing financial institutions to analyse a much wider range of 
information. 
 
2 Emergence of AI in Financial Services 
AI encompasses computational techniques that enable systems to perform tasks involving learning, 
prediction, classification, pattern recognition, language processing and automated decision-making. 
In financial services, AI applications can broadly be classified into: 

• machine-learning-based credit assessment; 
• fraud and anomaly detection; 
• customer-service chatbots; 
• personalized financial recommendations; 
• automated underwriting; 
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• risk management; 
• financial forecasting; 
• anti-money-laundering monitoring; 
• intelligent payment systems; 
• insurance risk assessment; and 
• financial education and advisory applications. 

 
The BIS describes AI as increasingly relevant to major financial functions including financial 
intermediation, insurance, asset management and payments. (Bank for International Settlements) 
These applications can influence financial inclusion directly or indirectly. 
 

Objectives of the Study 
The paper has the following objectives: 

1. To examine the relationship between Artificial Intelligence and financial inclusion in emerging 
economies. 

2. To identify major AI applications capable of expanding access to financial services. 
3. To examine the role of AI in improving the accessibility and affordability of financial services. 
4. To analyse the potential contribution of AI-enabled credit assessment to underserved borrowers. 
5. To examine the role of AI in improving financial service quality and personalization. 
6. To identify major risks associated with AI-driven financial inclusion. 
7. To develop a conceptual framework explaining the relationship between AI capabilities and 

financial inclusion. 
8. To suggest measures for responsible and inclusive adoption of AI in emerging economies. 

 

Research Methodology 
 
1 Research Design 
The present study adopts a descriptive and conceptual research design. It does not involve primary 
data collection from consumers, banks or financial institutions. Instead, the study synthesizes existing 
academic and institutional knowledge concerning AI, FinTech and financial inclusion. 
 
The descriptive approach is appropriate because the purpose of the paper is to identify, organize and 
explain the mechanisms through which AI can affect financial inclusion rather than statistically test a 
predetermined causal relationship. 
 
2 Sources of Data 
The study is based on secondary information obtained from: 

• international financial institutions; 
• central banks and regulatory institutions; 
• academic literature; 
• research papers; 
• institutional reports; 
• policy publications; and 
• established literature on FinTech, AI and financial inclusion. 

 
Particular attention is given to evidence and policy analysis published by institutions such as the 
International Monetary Fund and Bank for International Settlements. 
 
3 Analytical Approach 
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The study uses thematic analysis to organize the literature into five major AI-driven pathways: 
1. AI-enabled credit assessment; 
2. intelligent financial interfaces; 
3. personalized financial services; 
4. automated risk and fraud management; and 
5. AI-supported financial education and advisory services. 

 
These pathways are subsequently connected to five dimensions of financial inclusion: 

• accessibility; 
• affordability; 
• availability; 
• service quality; and 
• trust. 

 

5. Artificial Intelligence as an Enabler of Financial Inclusion 
The relationship between AI and financial inclusion can be understood through a simple proposition: 
AI capability → improved financial-service processes → greater accessibility and efficiency → 
enhanced financial inclusion 
However, this relationship is conditional rather than automatic. 
A conceptual framework can therefore be represented as follows: 
                    ARTIFICIAL INTELLIGENCE 
                            │ 
        ┌───────────────────┼───────────────────┐ 
        │                   │                   │ 
   Machine Learning    Intelligent        Automated 
   & Prediction        Interfaces         Decisions 
        │                   │                   │ 
        └───────────────────┼───────────────────┘ 
                            ↓ 
                 AI-ENABLED FINANCIAL SERVICES 
                            │ 
       ┌────────────────────┼────────────────────┐ 
       │                    │                    │ 
 Credit Assessment    Digital Payments     Personalisation 
       │                    │                    │ 
 Fraud Detection      Risk Management      Financial Advice 
       └────────────────────┼────────────────────┘ 
                            ↓ 
                  FINANCIAL SERVICE ACCESS 
                            │ 
       ┌────────────────────┼────────────────────┐ 
       │                    │                    │ 
 Accessibility         Affordability           Quality 
       │                    │                    │ 
       └────────────────────┼────────────────────┘ 
                            ↓ 
                  FINANCIAL INCLUSION 
                            │ 
       ┌────────────────────┼────────────────────┐ 
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       │                    │                    │ 
 Credit Access       Financial Usage       Financial Trust 
       │                    │                    │ 
       └────────────────────┼────────────────────┘ 
                            ↓ 
                 FINANCIAL EMPOWERMENT 
The framework also contains an important contextual layer: 
       DIGITAL INFRASTRUCTURE 
                 + 
        DATA AVAILABILITY 
                 + 
        DIGITAL LITERACY 
                 + 
       INSTITUTIONAL CAPACITY 
                 + 
         AI GOVERNANCE 
                 ↓ 
       CONDITIONS FOR INCLUSIVE AI 
This means that AI should be considered within the broader digital ecosystem rather than as an isolated 
technology. 
 

6. AI-Enabled Credit Assessment and Financial Inclusion 
One of the most important applications of AI in financial inclusion is credit assessment. 
Traditional credit assessment frequently relies on formal financial records. This creates difficulties for 
people with limited or no credit histories. Small entrepreneurs, informal workers and newly employed 
individuals may possess repayment capacity without having extensive conventional financial records. 
Machine learning provides an alternative approach. AI systems can identify patterns in large datasets 
and potentially incorporate information beyond conventional credit records. 
 
The IMF has highlighted the potential of machine-learning-based FinTech credit to use non-traditional 
data, assess borrower histories, estimate income prospects and evaluate changing economic conditions. 
(IMF) 
 
For example, an AI-enabled lending system may potentially consider: 

• transaction patterns; 
• regularity of income; 
• business cash flows; 
• digital payment behaviour; 
• repayment behaviour; 
• account activity; and 
• other permitted financial indicators. 

 
Such information can potentially improve risk assessment for individuals who are poorly served by 
conventional scoring systems. 
 
However, alternative data should not automatically be regarded as superior data. If the underlying dataset 
reflects historical discrimination or excludes particular groups, the AI system may reproduce those 
patterns. 
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The IMF has specifically warned that machine-learning models trained on unrepresentative data can 
generate digital financial exclusion and redlining. (IMF eLibrary) 
 
Therefore: 
More data ≠ automatically fairer credit decisions. 
The quality, relevance, representativeness and governance of data are critical. 
 

7. AI as a Double-Edged Instrument for Financial Inclusion 
The central finding of this descriptive analysis is that AI should not be conceptualized as inherently 
inclusive. 
 
Its effects can move in two directions. 
 

AI Application Potential Inclusion Effect Potential Exclusion Risk 

AI credit scoring Broader credit assessment Algorithmic discrimination 

Alternative-data analysis Inclusion of thin-file borrowers Privacy concerns 

Chatbots Low-cost customer support Digital literacy barriers 

Automated underwriting Faster lending Lack of human review 

Fraud detection Safer digital finance False positives 

Personalization Relevant products Excessive profiling 

AI financial education Scalable financial literacy Incorrect information 

Automated payments Convenience Cybersecurity risks 

AI advisory systems Wider access to information Misleading recommendations 

 
This duality suggests that the relationship between AI and financial inclusion is conditional. 
AI produces stronger inclusion outcomes when technological capability is combined with: 
good data + inclusive infrastructure + responsible governance + digital literacy + human 
oversight. 
 

8. Proposed AI–Financial Inclusion Model 
Based on the literature reviewed, the following conceptual model is proposed: 
                 AI CAPABILITIES 
                       │ 
       ┌───────────────┼────────────────┐ 
       │               │                │ 
   Prediction      Automation      Intelligence 
       │               │                │ 
       └───────────────┼────────────────┘ 
                       ↓ 
             AI FINANCIAL APPLICATIONS 
                       │ 
     ┌─────────────────┼──────────────────┐ 
     │                 │                  │ 
Credit Analytics   Fraud Detection   Personalisation 
     │                 │                  │ 
     ├───────────────┬─┴───────────────┬──┤ 
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     ↓               ↓                 ↓ 
Credit Access    Service Security   Customer Support 
     │               │                 │ 
     └───────────────┼─────────────────┘ 
                     ↓ 
             FINANCIAL SERVICE QUALITY 
                     │ 
        ┌────────────┼────────────┐ 
        ↓            ↓            ↓ 
   Accessibility  Affordability  Trust 
        │            │            │ 
        └────────────┼────────────┘ 
                     ↓ 
              FINANCIAL INCLUSION 
                     │ 
                     ↓ 
             FINANCIAL EMPOWERMENT 
The model proposes that AI does not influence financial inclusion exclusively through technology. Rather, 
it influences the quality and efficiency of financial services, which then affects financial inclusion. 
 

9. Discussion 
The evidence reviewed indicates that AI has considerable potential to reshape financial inclusion in 
emerging economies. Its strongest contribution may lie in reducing information asymmetry. 
 
Traditional financial institutions often lack sufficient information about individuals who operate outside 
formal financial systems. AI and alternative data can potentially transform some previously unavailable 
behavioural information into inputs for financial decision-making. 
 
This is particularly important for small borrowers. 
The IMF's analysis of machine-learning credit assessment identifies the potential to evaluate non-
traditional information and improve the assessment of borrowers with limited conventional records. (IMF) 
AI can also reduce transaction costs. Automated systems can process applications, monitor transactions 
and provide customer service at scale. This may improve the economic viability of serving smaller 
customers. 
 
Nevertheless, the benefits are not equally distributed. 
Countries with stronger digital infrastructure, better institutional capacity and greater AI readiness are 
more likely to capture the benefits of AI. Recent BIS research specifically identifies AI preparedness as 
an important determinant of the gains emerging-market economies can obtain from AI. (Bank for 
International Settlements) 
 
This suggests that governments should not approach AI adoption merely as a technology procurement 
exercise. 
 
AI-based financial inclusion requires an ecosystem. 
Such an ecosystem includes: 

1. digital infrastructure; 
2. affordable connectivity; 
3. interoperable payment systems; 
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4. reliable digital identity; 
5. financial literacy; 
6. digital literacy; 
7. responsible data governance; 
8. algorithmic accountability; 
9. cybersecurity; 
10. consumer protection; and 
11. institutional capacity. 

 
Another important finding concerns trust. 
 
Financial inclusion cannot be sustained if consumers perceive automated financial decisions as unfair or 
incomprehensible. Therefore, transparency and explainability should be treated as components of 
inclusion rather than merely technical requirements. 
 
Similarly, human oversight remains important. 
The objective should not necessarily be to eliminate human involvement from financial decision-making. 
Instead, AI can be used to improve the speed and quality of decisions while maintaining appropriate 
human review, particularly in high-impact cases. 
 

10. Conclusion 
Artificial Intelligence represents an important technological development with the potential to reshape 
financial inclusion in emerging economies. Its applications in credit assessment, fraud detection, financial 
personalization, digital customer service, risk management and financial education can potentially 
improve access to financial services while reducing transaction costs and information asymmetry. 
 
The most significant opportunity may be AI's ability to process large volumes of information and identify 
patterns that traditional financial systems cannot easily capture. This can potentially help financial 
institutions serve individuals and small businesses with limited conventional financial histories. 
 
However, AI should not be regarded as an automatic solution to financial exclusion. 
The same technology that can expand access can also reproduce existing inequalities. Poor-quality data 
can generate biased decisions; opaque algorithms can weaken consumer trust; extensive data collection 
can threaten privacy; cybersecurity vulnerabilities can create new risks; and unequal digital infrastructure 
can exclude people from AI-enabled financial systems. 
 
The central argument of this paper is therefore that the impact of AI on financial inclusion is 
conditional on the environment in which AI is deployed. 
 
AI is most likely to contribute to meaningful financial inclusion when it is supported by reliable data, 
affordable digital infrastructure, financial and digital literacy, responsible governance, strong 
cybersecurity, transparent decision-making and effective human oversight. 
 
The emerging policy objective should therefore move beyond "AI adoption" toward "inclusive AI 
adoption." 
 
For emerging economies, the strategic challenge is not simply to become technologically advanced. It is 
to ensure that technological advancement translates into broader and more equitable access to useful 
financial services. 
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In this sense, AI can become an important instrument of financial inclusion—but its ultimate contribution 
will depend less on computational capability alone and more on how effectively technology, institutions, 
markets and public policy are brought together. 
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