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Abstract

Over the past decade, financial inclusion has seen an unprecedented expansion in its history; the proportion of adults with
formal financial accounts rose globally from 51% in 2011 to 76% in 2021,t and in developing countries from 42% to 71%
according to the World Bank’s Global Findex database.? This expansion has been accompanied by the widespread adoption of
digital financial services, which have provided the most vulnerable groups with access to a formal financial system that was
previously out of their reach. However, this quantitative progress masks a fundamental contradiction that cannot be ignored:
despite this expansion, 45% of adults in developing countries remain unable to cover an unexpected emergency expense within
thirty days without extreme difficulty.? This raises a fundamental research question: Why is financial inclusion expanding
without household economic resilience improving at the same pace?

This paper begins with the premise that the answer lies in a structural flaw in the design of the current financial inclusion
system: Most international policies, programs, and indicators have adopted the individual as the central unit of analysis,
measurement, and intervention, whereas economic needs, financial risks, livelihood decisions, and mechanisms for coping
with shocks—all occur primarily within the household as an interconnected unit, not at the level of individuals in isolation.*
This imbalance means that an individual’s possession of a bank account or access to a loan does not necessarily imply that
their household has become better able to manage its collective risks, cope with economic shocks, or distribute its resources
equitably among its members.” This can lead to what might be called “false inclusion”: where the family appears financially
included according to traditional indicators, while in reality it continues to rely on harmful survival strategies such as informal
borrowing, selling productive assets, and cutting back on spending on food, education, and health. °¢

This paper argues that addressing this imbalance requires a conceptual shift from a focus on “individual access to financial
services” to a focus on “the ability of the household, as an economic and social unit, to manage its needs, risks, and
opportunities sustainably.” From this perspective, the paper proposes the concept of “household financial inclusion” as a new
. framework that complements the prevailing individualistic approach, defined as the capacity of the household, as an integrated _
economic and social unit, to have equitable, secure, and sustainable access to financial and non-financial services, and to use
them in a way that enhances its ability to manage economic needs, risks, and opportunities, and improves its long-term well-
being and resilience.® To provide a theoretical and operational framework for this concept, this paper presents an analytical
framework based on seven interrelated dimensions: household financial access, household financial use, household financial
protection, equity in the distribution of household benefits, household economic empowerment, capacity for long-term
investment, and household economic resilience. The framework emphasizes that these dimensions are not achieved through
financial services alone, but require the integration of non-financial services—including financial education, training,
counseling, and family entrepreneurship—as a fundamental pillar for building families’ economic capacity, rather than as an
optional add-on tacked onto financing programs. °°

The paper concludes that the shift from individual financial inclusion to household financial inclusion is not merely an
expansion of measurement indicators, but reflects a deeper conceptual shift in the understanding of the nature of economic
development itself; since households do not face poverty, risks, and opportunities as separate individuals, but rather as
interconnected units that share resources, decisions, and resilience.* Consequently, building a more inclusive and equitable
financial system requires a shift from merely financing individuals to comprehensively empowering families economically and
financially, thereby enhancing their capacity for stability, productivity, resilience, and sustainable development.
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Why Does Household Financial Inclusion Matter?

To understand the need for household financial inclusion, we must begin with a question that seems obvious but is often
overlooked in the financial policy literature: What are the actual economic needs that households face in their daily lives? The
answer is more complex than simplified economic models suggest, as a family’s economic needs cannot be reduced to an
individual’s need for a loan or a bank account; rather, they constitute an intertwined system of collective requirements that
span overlapping temporal, quantitative, and qualitative dimensions. As a unit of both production and consumption, the
household simultaneously faces: immediate needs that cannot be postponed, such as food and healthcare; recurring, predictable
needs, such as rent, back-to-school expenses, and social events; long-term investment needs, such as children’s education,
home construction, and retirement savings; as well as unexpected emergency needs, such as sudden illness and job loss. What
makes these needs so complex is that they all compete for a single resource that is often volatile and irregular: household
income.!

In-depth field research that tracked the daily financial records of more than 250 households in Bangladesh, India, and South
Africa over the course of a full year? revealed that the fundamental problem facing poor households is not merely a lack of
income, but rather its volatility and irregularity; The average of $2 per day masks sharp peaks and troughs in household income
flow that require special financial tools to smooth and manage. This finding is of paramount importance because it reframes
the problem: The family needs not just an individual financial service, but a financial system capable of responding to this
family complexity in its entirety—a system that helps the family smooth out income fluctuations, plan for multiple and
simultaneous needs, and build reserves that protect it from surprises.

When this system is absent or fails to meet the needs of the family as a unit, families do not stand idly by; rather, they almost
inevitably turn to whatever alternative resources are available. In terms of constructive strategies, social and family solidarity
networks constitute the first line of defense: borrowing from relatives and neighbors, participating in mutual savings
associations known as “al-jam’iya” in the Arab context and as ROSCA in the international literature, and relying on Zakat and |
, Sadagah in Islamic contexts.® However, what concerns researchers most are the harmful strategies families are forced to adopt «
when safe options are exhausted; Research reveals that families in low- and middle-income countries resort, in times of crisis,
to selling productive assets and borrowing to cover expenses and income losses; when these strategies fail, spending drops
sharply—including on food, education, and housing— and this decline may reach a level that classifies the household as living
in poverty.* Research on coping strategies adds that selling assets is the most painful strategy, though the least common, with
24% of households resorting to it in times of hardship, and the percentage rises to 43% among poor, agriculture-dependent
households.®> The danger here lies not only in the immediate moment but also in the long-term damage these strategies inflict:
the productive asset sold today to address a health crisis is a future source of income lost to the family, and the child’s education,
for which funding has been cut, represents a loss of human capital whose effects will last for decades.

In this context, the deep connection between household financial inclusion and families’ economic needs becomes clear. The
needs we have described are collective in nature: an individual’s illness burdens the entire family, a child’s education depletes
the family’s entire savings, and an economic shock threatens everyone’s stability. Studies have shown that economic shocks
significantly increase the share of medical spending in the family budget while, conversely, reducing spending on food and
education, and these effects are most severe in low-income families — meaning that the most vulnerable families are the very
ones most affected and least able to respond.” Yet most financial inclusion tools remain designed for the individual, in stark
contrast to this collective family reality. Thus, family financial inclusion is not a theoretical luxury or a marginal addition, but
a necessary response to a documented reality.
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From Individual Financial Inclusion to Family Financial Inclusion: A Natural Evolution

The limitations of individual financial inclusion cannot be assessed without understanding its historical context and the
rationale behind it; fairness requires acknowledging that the individual approach was not a flawed choice, but rather a rational
response to a documented reality at a specific historical juncture. The idea of financial inclusion emerged from the microfinance
movement that began in the 1970s, when the primary goal was to provide small loans to micro-entrepreneurs working in the
informal economy who were denied access to any formal financial services.® As experience and research accumulated, the
vision expanded to encompass a broader spectrum of financial services, including savings, credit, payments, and insurance.
This gradual expansion was an achievement in itself, as groups excluded from the formal financial system had suffered from
a lack of even basic services such as a savings account or a secure means of sending money.

In this context, individual financial inclusion has achieved real, documented, and undeniable gains. In terms of access, the
global percentage of adults with formal financial accounts rose from 51% in 2011 to 76% in 2021, meaning that more than
one billion people joined the formal financial system in a single decade. In terms of impact, financial inclusion initiatives have
helped poor and low-income households improve their well-being, seize opportunities, and mitigate shocks, as documented by
a series of systematic literature reviews.3 Furthermore, the proliferation of digital financial services has helped narrow the
gender gap in financial access and opened new channels for women and marginalized groups to participate in the formal
economic system.*

However, these tangible gains do not mean that the individual-based approach has reached its goal or exhausted its
developmental potential. In fact, anyone reflecting on the journey toward financial inclusion will notice that each of its stages
carried within it an implicit call to move beyond it: when individual loans alone proved insufficient to address poverty, the
concept expanded to include savings and insurance, and when the focus on digital access proved insufficient, international
institutions began to call for moving beyond counting the number of accounts to focusing on their utility and the actual
development outcomes they generate.® The step proposed in this paper is nothing more than an extension of this very logical
progression: the transition from the individual to the family.

The conceptual gap lies in an implicit assumption that has remained entrenched at the core of most models of individual |
» financial inclusion: that improving an individual’s access to financial services automatically leads to improved economic well-
being for the household. This assumption is overly simplistic for reasons well-documented in the literature.® Access to financial
services is a necessary but insufficient condition for achieving effective financial inclusion, because what happens within the
household—the distribution of resources, the negotiation of priorities, and the distribution of power—ultimately determines
whether an individual financial service will translate into genuine family well-being or not.” A bank account held solely by the
head of the household does not guarantee that a woman will be able to save her income safely, nor that children will receive
adequate nutrition and education, nor that the family will weather the next economic shock without selling its assets.

The deeper dilemma is that current financial inclusion indicators fail to reveal this gap; they measure what is visible and
guantifiable—the number of accounts, loans, and transactions—but they do not measure the dynamics of distribution, decision-
making, and adaptation taking place within the family.® This gives rise to the phenomenon of “false inclusion”: a household is
classified as financially included according to traditional indicators, while in reality it continues to rely on harmful survival
strategies to meet its collective needs. This is a phenomenon that individual access statistics do not reveal, because it occurs
behind the numbers, not in front of them. The call for household financial inclusion, then, is not a critique of the progress made
by individual financial inclusion, but rather a recognition of its maturity and a call for its next phase. Just as the concept shifted
decades ago from “credit for the individual” to “financial services for the individual,” the time has now come to move from
“financial services for the individual” to “financial inclusion for the family.”
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The Household as an Economic Unit

This section forms the theoretical foundation of the household financial inclusion framework; for the call to treat the household
as a unit of analysis, intervention, and measurement cannot be justified without a deep understanding of its nature as an
economic system with its own internal logic and distinct operating mechanisms. The Nobel Prize-winning economist laid the
theoretical foundation for this understanding when he described the family as a unit of both production and consumption,
likening it to a small factory that produces basic goods and seeks to optimally combine them to maximize its total utility, in a
profound indication that economic life within the family is more complex and richer than simplified individual models suggest.*

However, subsequent literature has demonstrated that the unitary model, which assumes that the family behaves as a single
individual with a unified will, oversimplifies family reality. Empirical evidence has accumulated to establish an alternative
model known as the “collective model,” which acknowledges that family members have different preferences and do not
necessarily pool their resources, and may negotiate outcomes in both production and consumption.? This theoretical shift is of
paramount importance because it implies that the family is not a homogeneous unit but rather a space for negotiation,
competition, and compromise all at once—a point consistently confirmed by field evidence.

One of the most significant findings of field research on this topic is that the question of “who controls the household income”
makes a fundamental difference in how family spending is directed. Women who enjoy greater freedom of movement, higher
economic capacity, and broader participation in family financial decision-making spend a larger proportion of their income on
children’s healthcare, education, and nutrition, thereby helping to break the intergenerational cycle of malnutrition.® In contrast,
field research in various agricultural contexts has revealed that development projects aimed at increasing women’s income
may end up transferring ownership of assets or crops from women’s control to men’s control once their economic value rises—
a stark lesson in the danger of overlooking internal power dynamics when designing economic interventions.*

These dynamics extend to influence household risk management patterns as well. In fragile environments, households do not
» manage their collective risks through individual tools, but rather rely on an informal system of internal solidarity: pooling ®
multiple incomes, distributing productive and caregiving tasks among individuals, and drawing on family solidarity networks
in times of crisis.

The implication of this complex understanding of the family as a negotiated economic system is that any financial intervention
that ignores these internal dynamics is doomed to achieve less than it could, and may even backfire in some cases.® Designing
a financial product for an individual without considering their position within their family’s negotiation structure is like treating
a symptom without diagnosing the disease. Hence, the call to adopt the family as a fundamental unit in the design and
measurement of financial inclusion.
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Understanding Household Financial Needs and Economic Vulnerability

The Concept of Household Financial Needs

“Household financial needs” differ fundamentally from “individual demand for financial services”; this difference is not merely
semantic but lies in the nature of the problem that financial policy must address. Individual demand begins and ends with a
specific person’s need for an account, a loan, or a transfer, whereas family financial need is an intertwined system of
simultaneous collective requirements that transcend any individual family member and necessitate a financial response
designed at the aggregate level.

This system can be analyzed through four overlapping dimensions: first, a temporal dimension that distinguishes between
immediate needs that cannot be postponed and long-term investment needs; second, a dimension of certainty that distinguishes
between expected recurring expenditures and unexpected emergency shocks; third, a scale dimension ranging from small daily
cash flows to large investments in housing and education; and fourth and finally, an internal distribution dimension that asks:
Who within the household decides where resources go, and whose needs are met first when they are scarce? This last dimension
is the most overlooked in existing financial inclusion frameworks, even though it has the greatest impact on the family’s actual
outcomes.!

What makes household financial needs a truly complex issue is that these four dimensions do not appear sequentially but
simultaneously: today, the family needs to pay rent, buy medicine, and cover school fees, while at the same time it needs to
save for an upcoming wedding, its children’s education, and the construction of a future home. In-depth field research has
revealed that the fundamental problem for poor families is not merely a lack of income, but its volatility and irregularity, which
means that the family needs a financial system capable of smoothing out this volatility and allocating resources among
competing, simultaneous needs — something that an individual account, no matter how affordable its terms, cannot provide.?

Household Economic Vulnerability ‘
,» Household economic vulnerability is the gap between a household’s actual needs and its ability to meet them without resorting o
to costly or harmful choices. It is not a binary condition of being vulnerable or not, but rather a spectrum ranging from mild
vulnerability—which can be addressed with a small amount of savings—to deep structural vulnerability that undermines a
household’s ability to plan for the future.

Family economic vulnerability manifests in one of its most acute forms in contexts where all dimensions of vulnerability
overlap simultaneously: income collapse, asset erosion, the absence of social protection, and the breakdown of formal financial
institutions. In such contexts—as evidence from countries experiencing conflict or severe economic shocks reveals—more
than 60% of households are unable to secure adequate food consumption, amid severely limited access to education and formal
financial services, particularly for women and rural populations.> What makes these cases analytically valuable, despite their
exceptional nature, is that they amplify what remains hidden in less severe situations and reveal it in an undeniable way.

The deeper danger of household vulnerability is that it feeds on itself in a vicious cycle that is difficult to break: a vulnerable
household lacks savings and thus resorts to borrowing when a shock occurs; borrowing increases its vulnerability and depletes
its future resources, leaving it unable to invest in its children’s education and health; and the weakness of human capital keeps
it trapped in a cycle of poverty and fragility, generation after generation.* This is a cycle that no single financial product, no
matter how innovative, can break; rather, it requires financial intervention designed at the level of the family as a whole.

Harmful Survival Strategies

When the formal financial system fails to meet a family’s needs, families do not sit idly by; rather, they resort to whatever
options their circumstances allow, many of which entail a steep deferred cost. The painful irony of these strategies is that they
protect the family in the present at the expense of its future, transforming the immediate shock into long-term structural
vulnerability.

The most prominent of these harmful strategies are: borrowing from moneylenders at high interest rates that shackle the family
for years; selling productive assets such as land and equipment that form the basis of future income; cutting back on food
spending, which jeopardizes children’s health and cognitive development; taking children out of school to contribute to the
family’s immediate income at the expense of their future opportunities; and postponing healthcare until illnesses worsen and
costs escalate.® In the most vulnerable contexts, families are forced into even more painful choices, such as child marriage and
, child labor, which harm the future of both current and future generations simultaneously.®




What many individual financial inclusion indicators overlook is that these harmful strategies do not appear in statistics on
access to financial services; a family that sells its assets or withdraws its children from school may appear “financially
included” in individual inclusion statistics if one of its members has a bank account. True household financial inclusion is
measured, among other things, by the extent to which households have reduced their reliance on these strategies—a dimension
that no current individual financial inclusion indicator captures.’

Why Do Some Financial Interventions Fail?

The development literature is rife with examples of financial inclusion programs that were launched with great ambition but
ultimately fell short of expectations. What these programs have in common is that they treated the household as a collection of
separate individuals rather than as an integrated economic system with its own internal dynamics. Four main reasons for this
failure can be identified.

The first is the disregard for internal power dynamics; granting a loan to a specific individual without addressing the context
of power distribution within the household may not change family spending behavior. Field research has documented several
cases where development projects were launched with the aim of increasing women’s income, but ended with the transfer of
ownership of the asset or crop to the man after its economic value increased—a stark lesson in the consequences of neglecting
the internal dynamics of the family.®

Second, the focus on access indicators rather than actual outcomes; the success of many programs is measured by the number
of accounts opened and loans disbursed, not by the extent to which a family’s ability to withstand shocks or invest in its children
has changed. Multiple systematic evaluations have shown that, in most of the contexts studied, expanded access to
microfinance has not brought about radical shifts in family well-being, and while remittances help keep families afloat during
crises, they are mostly directed toward immediate consumption rather than leading to long-term financial stability—not due to
' alack of family will, but rather the absence of appropriate household financial tools.®

Third, a failure to address the fluctuating nature of household income; many products are designed with fixed installments that
do not align with the seasonal or irregular nature of income for rural households and those working in the informal sector,
thereby transforming the loan from an empowerment tool into an additional financial burden.?

Fourth, the neglect of non-financial services; offering financial products without accompanying them with family financial
education and collective capacity-building leaves many families unable to effectively utilize these products even when they
are within their reach.°
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What is family financial inclusion?

Why do we need a new concept?

The call for the concept of “family financial inclusion” does not arise from a theoretical vacuum, but rather stems from a logical
response to mounting evidence that individual financial inclusion—despite its real benefits — falls short of achieving its major
development goals when it ignores the actual economic unit in which people live and make their financial decisions.

Nobel Prize-winning economist Amartya Sen laid the groundwork for this conceptual shift from a deeper perspective; he
argued that development is not measured by the resources and income people possess, but by what they can do and achieve
with those resources—what he called the “capabilities approach.” ! Similarly, true financial inclusion is not measured by the
financial services a household possesses, but by what it can do with those services: Can it weather shocks? Is it able to invest
in its children? Does it have the freedom to plan for its shared future?

There is an additional reason why the new concept is a necessity rather than a luxury: existing definitions of financial inclusion,
even in their most comprehensive formulations, remain limited in scope; they focus on individuals and enterprises as the unit
of analysis, while research indicates that households—especially small and rural ones—represent a group with diverse financial
needs that go beyond any single product and extend to all aspects of family life.? Furthermore, there is growing evidence that
expanding individual access does not automatically translate into broad developmental outcomes, which calls for a reevaluation
of the unit of analysis and targeting itself.®

Proposed Definition and Framework
Based on the foregoing, this paper presents the following definition of household financial inclusion:

“Household financial inclusion is the ability of the household, as an integrated economic and social unit, to have fair, secure,
and sustainable access to financial and non-financial services, and to use them in a way that enhances its capacity to manage
economic needs, risks, and opportunities, and to improve its well-being and long-term resilience. ”

However, this definition requires a careful unpacking of its terms, as each word carries specific policy implications that should
not be overlooked. “Capacity”—not access—is the goal; as a household may theoretically have the right to access a financial
service but be unable to actually utilize it due to barriers such as lack of knowledge, internal power dynamics, or fear of
indebtedness.* And “the household as a unit” means that the criterion is not the number of its members covered individually,
but rather the quality of financial inclusion for the household system as a whole. “Fair, safe, and sustainable” are three essential
constraints: fairness protects against one individual monopolizing benefits at the expense of the rest of the family; safety refers
to protection from harmful financial services such as excessive borrowing; and sustainability ensures that inclusion is not a
temporary state but a capacity that is firmly established over time.® As for “financial and non-financial services together,” it
reflects a well-documented fact in the literature that financial services alone are insufficient without accompanying education,
training, and guidance that equip families to use them effectively.® Finally, “long-term well-being and resilience” establishes
a standard for success that goes beyond short-term indicators toward a real and sustainable impact on family life.

It is important to note that this definition does not negate the importance of individual access to financial services, but rather
places it within a broader context: individual access is a necessary but insufficient condition, and family financial inclusion is
the framework that gives it its full meaning and transforms it from a statistic into a tangible impact on families’ lives.

The Difference Between Individual Financial Inclusion and Household Financial Inclusion

The fundamental difference between the two approaches lies in three overlapping levels: the philosophical level, the design
level, and the measurement level. The following table summarizes the key differences across ten analytical dimensions:




Dimension

Central
Question

Individual Financial Inclusion

Does this person have access
to financial services?

Household Financial Inclusion

Is this family capable of managing its financial
life sustainably and equitably?

Unit of
Analysis

Adult

The family as an integrated economic system

Target
Population

Specific group: women,
youth, farmers

The family, with all its members and internal
dynamics

Product
Design

Individual account, personal
loan, life insurance

Joint savings, family loans, and insurance
covering the entire family

Financial
Decision-
Making

Individual — taken out by the
account holder

Participatory—based on the dynamics of
family negotiation

Risk
Management

Individual — personal
insurance or savings

Collective — a safety net that distributes risks
among family members

Internal
Equity

Invisible — not reflected in
indicators

Visible and measurable — who benefits within
the family?

Non-
Financial
Services

Optional and marginal

An integral pillar inseparable from financial
services

Success
Indicator

Number of accounts, loans,
and transactions

Family resilience, distributive justice, and the
decline of harmful survival strategies

Family
Vulnerability

Not included in measurement
frameworks

A key indicator in assessing actual impact

Table (1): Comparison of Individual Financial Inclusion and Household Financial Inclusion Across Ten Analytical
Dimensions
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Dimensions of Family Financial Inclusion

Family financial inclusion is not comprised of a single dimension or indicator; rather, it is an integrated system of interrelated
dimensions that work together, none of which can be fully realized in isolation from the others. These seven dimensions are
based on a fundamental principle: that true family financial inclusion is not measured by access to a service, but by the ability
to use it to build family well-being and resilience.

First: Family Financial Access 1

Access represents the first necessary condition in the family financial inclusion system; however, the qualitative addition this
framework offers is measuring access at the family level rather than the individual level. The question posed is not “Does the
head of the household have a bank account?” but rather “Can the family, as a unit, access the full range of financial services it
needs to manage its economic life?” This question often reveals deep gaps hidden by individual statistics; data available in
various contexts indicate that the rate of bank account ownership among women may not exceed one-fifth of that among men,
meaning that a household in which the man has an account may be classified “covered” in individual statistics, while the rest
of its members lack independent access to any formal financial service.! True household access includes: the availability of
banking services to all adult family members, access to credit appropriate to their collective needs, the insurance availability
covering the entire household, geographic and digital accessibility for all members regardless of their gender/education level.

Second: Household Financial Use 2

Access without actual use has no impact on family life. International assessments of financial inclusion portfolios have revealed
that the bulk of investments focused solely on access, while attention to promoting effective use remained marginal relative to
total spending.? This gap between access and use reflects a systematic neglect of a fundamental question: Does the household
utilize the services available to it to address its actual economic needs? Household financial use is measured by the extent to
~ which the household relies on formal financial services for its savings, payments, and insurance, and by the extent to which '
- this use is directed toward collective needs such as children’s education, healthcare, and emergency planning. Evidence from
various contexts suggests that formal financial inclusion is positively associated with spending on food, human capital, and
productive assets when directed toward collective household needs—evidence that the quality and direction of use are no less
important than its volume.®

Third: Family Financial Protection 3

It is not enough for families to have access to and use financial services; they must also be protected from risks that could turn
these very services into a source of harm. The need for this protective dimension stems from documented evidence of the
expansion of high-cost digital credit and its ease of access, which in many contexts has led to rising levels of household debt
rather than improved well-being.* This dimension comprises three integrated components: comprehensive family insurance
that covers all family members against health shocks and disasters; family emergency funds that provide rapid access to
liquidity without resorting to costly emergency borrowing; and protection against harmful indebtedness through assessment
mechanisms that take into account the repayment capacity of the entire family, not just the income of the individual borrower.
Evidence shows that digital financial inclusion, when it includes healthy savings tools, digital payments, and affordable loans,
helps mitigate the economic impact of health shocks on families and enables them to maintain their basic consumption levels.®

Fourth: Financial Justice Within the Family 4

This dimension is the most overlooked in existing financial inclusion frameworks, yet it is one of the most profound in terms
of its impact on actual family well-being. The question raised by this dimension is: Do all family members benefit equitably
from available financial services, or is access concentrated in the hands of a single individual while the rest remain outside the
circle of actual inclusion? The literature repeatedly reveals that families that appear financially included on the surface conceal
sharp disparities within them: women often lack independent control over their savings, the elderly find themselves excluded
from the family’s financial decision-making system, and children are deprived of the financial protection afforded by
independent access to services.® Research has shown that women’s participation in community savings groups has helped
narrow the gender gap in financial inclusion and strengthened family resilience in several regions of Asia and Africa.’
Indicators of this dimension include: the proportion of women who have actual control over their accounts, the extent of
women’s participation in major financial decisions, and the availability of financial tools that serve older adults and children
Swithin the family.




Fifth: Economic Empowerment and Family Investment 5

This dimension refers to a family’s ability to transform its access to financial services into real and sustainable economic
opportunities: establishing productive enterprises, diversifying income sources, investing in children’s education and health as
human capital that benefits the family for generations, and building physical assets that form an economic foundation protecting
the family in times of crisis. The literature indicates that the absence of a direct impact of financial inclusion on poverty
indicators in many studies is partly due to the fact that the actual channels of influence are indirect and long-term, operating
through the building of resilience and the seizing of investment opportunities that lack an immediate, noticeable return. 8 What
distinguishes this dimension within the family context is that it goes beyond individual empowerment to achieve collective
empowerment of the family: when the family as a whole possesses financial, human, and social capital that enables it to
produce, grow, and plan for a shared future.

Sixth: Family Economic Resilience 6

Resilience represents the culminating dimension in this framework and the truest measure of the success of family financial
inclusion in achieving its core objectives. Family economic resilience is the family’s ability to absorb economic, social, and
natural shocks; maintain its basic standard of living; recover from crises without its economic structure collapsing; and adapt
to constant changes in a way that opens up broader horizons rather than narrowing them. Researchers have identified four
components of household financial resilience: available economic resources, access to financial services, financial knowledge
and behavior, and social capital — components that are distributed across the six dimensions of this framework and embody
their interdependence.® What makes resilience a superior measure to access and usage indicators is that it measures the actual
impact on the family’s life, not merely the formal presence of a financial service in its environment; a household that has a
bank account but resorts to selling its assets at the first economic shock has not yet achieved resilience, no matter how
encouraging its individual indicators may be.
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Pathways to Household Financial Inclusion: An Integrated Operational Framework

This paper begins in this section with a fundamental principle: a theoretical framework is of no value unless it translates into
practical intervention tools. What is presented here is not a scattered list of recommendations, but rather an integrated practical
framework that follows the logic of “diagnosis—design—rehabilitation—equity”: Four sequential and interlinked pathways,
each building upon the next, which together transform the concept of family financial inclusion from an academic vision into
an intervention program that can be measured and evaluated.

1. The First Pathway: Diagnosing Family Needs — Understanding the Family Before Funding It

At the heart of the failures of many financial inclusion programs lies a single flaw: intervening before diagnosis. When financial
products are designed based on preconceived assumptions about the nature of family needs rather than on accurate field data,
the intervention often ends up treating symptoms rather than root causes and providing services that do not address the family’s
lived reality.! Hence, the first track serves as a prerequisite for all that follows. Assessing family needs means understanding
the family as a whole: its sources of income and their volatility, its collective spending patterns, its level of economic
vulnerability, the survival strategies it employs during crises, and the dynamics of financial decision-making among its
members. This assessment requires research tools that go beyond traditional individual questionnaires toward more in-depth
approaches, most notably the “household financial records” methodology, which tracks income and expenditure flows at the
household level over an extended period of time.?

The elements of an effective household assessment include: mapping household financial needs across their temporal and
guantitative dimensions and the degree of certainty associated with them; identifying the type of prevailing vulnerability—is
it income, asset, protection, or investment vulnerability? — monitoring internal access gaps among family members, and
understanding the informal social networks the family relies on as an alternative to the formal system. An institution that
overlooks this step builds on a shaky foundation, no matter how high the quality of its products or the efficiency of its delivery |
» channels.

2. The Second Path: Designing the Family Financial System - From Products for Individuals to Solutions for Families

Following the diagnostic phase comes the design phase, during which the most significant differences between the prevailing
individual-based approach and the proposed family framework become apparent. Designing a family financial system involves
rethinking financial products and services from the perspective of the family as an economic unit rather than from the
perspective of the individual, through three integrated pillars.

The first is the redesign of financial products to suit the collective nature of family needs: joint savings accounts that allow
more than one person to deposit and withdraw funds according to agreed-upon internal mechanisms, and loans assessed based
on total family income rather than the borrower’s individual income alone, flexible repayment schedules that accommodate
the seasonal or irregular nature of income for rural families and those working in the informal sector, and health and social
insurance that covers all family members at rates commensurate with their collective income.?

Second, integrating mechanisms to protect against harmful indebtedness into the core of the design rather than treating them
as an afterthought; researchers argue that focusing on providing rapid digital access to credit without accompanying it with
effective protective mechanisms may contribute to deepening household vulnerability rather than addressing it, * which requires
assessing repayment capacity at the household level, setting debt limits that take into account collective family obligations,
and providing pathways for debt restructuring when the debt burden exceeds what the family can bear. Third, the development
of family financial planning tools that help families establish a joint budget, track their collective spending, and plan for their
shared future goals—something that digital technology now makes possible at low cost and with increasing efficiency.®

3. Track Three: Building Family Capacity — Empowering Families to Capitalize on Financial Inclusion

This track embodies one of the most important lessons from the financial development literature: providing financial services
without empowering families to make the most of them is like handing out tools to hands that do not know how to use them.
The G20 Principles for Innovative Financial Inclusion explicitly acknowledge that integrating financial inclusion, financial
education, and consumer protection into a single, integrated system is an essential prerequisite for building an effective and
) sustainable financial system. ©




Family financial education does not mean teaching the head of the household how to manage the budget, but rather developing
a shared financial culture within the family that includes all its members: how the family makes savings and spending decisions
together, how it plans for its shared future goals, and how it collectively manages economic shocks. This requires educational
programs that target the family as a unit rather than the individual, and facilitate family dialogue sessions on shared financial
goals, priorities, and concerns—an approach that field experiences have proven effective in fostering mutual trust and
improving joint decision-making patterns.’

Building family capacity also involves developing the productive skills of family members and connecting them to markets
and economic networks, as the ability to generate income is a necessary condition for financial inclusion to be meaningful.
The literature has noted that the link between financial inclusion and poverty reduction remains weak in the absence of
accompanying factors, foremost among which are the family’s productive capacity and its connection to actual economic
opportunities.®

4. The Fourth Pathway: Promoting Internal Equity—Righting Up for the Excluded Within the Family

This path addresses the most subtle yet impactful dimension: that a “financially included” family may contain individuals
effectively excluded from the benefits of this inclusion. Internal equity is not merely a moral value but a functional prerequisite
for the success of family financial inclusion itself. A family where resources and decision-making are concentrated in the hands
of a single individual is less resilient and less able to cope with shocks than one where resources and decision-making are more
evenly distributed.®

Promoting internal equity requires interventions at three overlapping levels: at the product level, by designing financial
instruments that promote women’s financial independence without disrupting internal family dynamics, savings instruments
linked to children’s education and health under the mother’s control, and insurance and retirement products that serve elderly
family members independently. At the policy level, by requiring financial institutions to collect detailed data on the distribution
* of their services within the family, rather than relying solely on aggregate individual data. At the community level, this involves ¢
supporting programs that change social norms, preventing women, the elderly, and children from accessing financial services
that serve them independently. °

Research has shown that a dual approach combining women’s financial independence with family relationship management
achieves far better results than either approach alone, and that family dialogue sessions create a space for families to discuss
their shared financial goals and develop negotiation and collective planning skills.’

First, understand the family, then design a solution that suits its needs, then empower it to utilize that solution, and finally,
ensure fairness for those who have been excluded. Any program that skips or neglects any of these steps will fall short of its
goals, because true family financial inclusion is not achieved by addressing only part of the framework but rather by integrating
all four of its components into a cohesive system.
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Family Entrepreneurship and Non-Financial Services

Financial services alone are insufficient to transform the family from a fragile consumer unit into a resilient, productive one—
a lesson that has been repeated throughout the financial development literature for decades. While access to finance is one of
the most significant constraints hindering entrepreneurship, accumulated practical experience has revealed that the most
effective interventions are those that combine technical, managerial, and skills training with financial support through loans,
grants, mentorship, and follow-up in an integrated package, rather than in separate tracks.! In the context of family financial
inclusion, this lesson takes on a deeper dimension: family entrepreneurship is not merely an individual economic activity that
happens to take place within the family, but rather a mechanism that reshapes the family itself as a collective economic actor.

What distinguishes a family business from an individual business is that it pools the human, financial, and social capital of
multiple individuals into a single production system. This strengthens the business's foundation, distributes its risks, and gives
it greater resilience to shocks.2 However, the literature highlights a structural problem facing family entrepreneurship in
developing countries: while many entrepreneurs suffer from financial exclusion, women among them face double the obstacles
that prevent them from benefiting from financial inclusion initiatives to the same extent as their male counterparts. This makes
gender-sensitive design a prerequisite, not an option, in family entrepreneurship programs.®

Empirical evidence provides a clear picture of the relationship between financial inclusion and family entrepreneurship. Field
studies in multiple African contexts have demonstrated that both formal financial inclusion and participation in informal
community insurance networks significantly enhance the likelihood of family entrepreneurship, and that asset ownership,
access to finance, and integration into community solidarity networks act together as complementary, rather than separate,
drivers of family entrepreneurship.* In the Asian context, longitudinal studies have shown that digital financial inclusion
significantly reduces relative poverty levels, and that family entrepreneurship is the main intermediary channel in this
relationship, with stronger effects among rural and low-education households.® This finding is crucial because it demonstrates
that family entrepreneurship is not merely a consequence of financial inclusion, but rather the channel through which inclusion
® is translated into a tangible impact on poverty reduction.

As for non-financial services, successful international experiences demonstrate how integrating these services with finance
transforms from an added value into a structural necessity. Leading development organizations in South Asia have developed
integrated programs combining cash transfers, productive skills training, regular family follow-up, and health education in a
single package targeting the poorest households. These programs have proven to have sustainable positive impacts on
household income, assets, and resilience, even years after the direct intervention ends. In sub-Saharan Africa, research has
documented that community-based financial inclusion strategies, such as village savings associations and revolving credit
savings networks, have helped rural households acquire production inputs, cope with seasonal shocks, and improve their food
security.

Family entrepreneurship builds a bridge between financial inclusion and genuine family development, but this bridge requires
two complementary pillars: finance, which provides capital, and non-financial services, which provide the ability to utilize that
capital. Building one pillar without the other does not constitute a bridge but rather evidence of a half-finished journey.
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' Household Financial Inclusion and Economic Resilience

What is the difference between a household with three bank accounts that cannot afford an emergency medical bill, and a
household with no accounts but belonging to a well-established social safety net and possessing liquid assets? Which is more
resilient? And does the bank account ownership indicator tell us anything of value about a household's actual ability to cope
with shocks?

These questions are not theoretical provocations; they are at the heart of the issue of household financial inclusion. Individual
indicators can illuminate one aspect of the picture while obscuring something deeper and more impactful on people's lives. To
better understand household economic resilience, a diagnostic framework that categorizes households into three levels based
on six measurable dimensions is helpful: *

Diagnostic  Level 1 — The Vulnerable Level Two — The Level Three — The Resilient
dimension @ Family Balanced Family Family

Facing Immediately resorts to Uses limited savings and Absorbs shocks from its
trauma selling assets or borrowing then resorts to formal reserves and a comprehensive
from loan sharks borrowing insurance system

Spendin . . . . Partially reduced, but N 3
P & First things cut in a crisis: y . Maintained even during
on education remains a

. food and schooling . severe crises
children priority

Financial Concentrated on one
decision individual, leaving everyone
else out

Partially shared between Participatory, including all
spouses adult family members

Sources of . . Multiple and diversified,
) Single, irregular source of Two sources that are ) , .
income reducing reliance on a single

income artially complementar
P y P ¥ source

Finant.:ial Only daily—no planning Monthly with intermittent, | Annual with specific family
planning beyond the week irregular savings goals and regular savings

Insurance Completely absent—no Partial insurance for some Health and social insurance
protection | insurance for anyone members but not others covering the entire family

Table (2): Levels of Household Economic Resilience — A diagnostic framework classifying households into three
levels, and illustrating the role of household financial inclusion in moving from one level to another.

This diagnostic framework reveals a fundamental truth: that household economic resilience is not determined by having access
to a specific financial service, but rather by the complete system of the six dimensions combined. A household that has a bank
account but remains at the first level in the dimensions of financial decision-making, planning, and insurance protection has
not yet overcome vulnerability, no matter how encouraging its individual indicators may be.

The Concept and Dimensions of Household Economic Resilience

In recent literature, household economic resilience is defined as a proactive, multidimensional concept that goes beyond simply

being able to respond to a shock after it has occurred. Instead of merely assessing resilience after the fact, a proactive framework

is proposed that makes resilience a future-oriented concept based on proactive preparation using both internal and external

resources, including financial inclusion, financial literacy, digital literacy, participatory decision-making, and social capital.2

This framing is highly significant because it redefines resilience from a reaction to preparedness, and from an emergency

situation to a cumulative structure, which is perfectly aligned with the logic of household financial inclusion that builds capacity
before a crisis strikes.




" The literature identifies three complementary dimensions of household economic resilience: 3

Resilience capacity: The household's ability to withstand a shock without its basic economic structure collapsing.
Recovery capacity: The speed with which the household returns to its previous level of economic functioning after the
shock.

Transformation capacity: The household's ability to reshape itself economically in accordance with the new reality in a
way that improves its situation, not merely stabilizes it.

What distinguishes this three-part framework is that it differentiates between passive resilience—mere survival—and positive
resilience that transforms into a platform for growth, a distinction that should guide the design and measurement of household
financial inclusion tools.

Household Financial Inclusion as a Resilience Framework

Building resilience through household financial inclusion is not achieved through a single instrument, but rather through a
comprehensive system of interconnected mechanisms. Research has demonstrated that a lack of access to formal financial
services hinders households' ability to effectively manage financial hardship and that having formal accounts and savings is
demonstrably and positively correlated with enhanced resilience.* However, this correlation is neither automatic nor guaranteed
in all cases; its actual impact depends on the quality and internal equity of inclusion and its integration with other dimensions
of the household framework.

International reviews on financial resilience detail the mechanisms of this impact, emphasizing that building household
financial resilience requires a convergence of policies that support savings, alleviate debt burdens, provide social protection,
promote financial inclusion, and promote financial literacy within an integrated policy framework.® This reinforces the central
argument of this paper: that household financial inclusion is not a substitute for social policies, but rather an indispensable
partner within that framework.

From Resilience to Long-Term Stability

The ultimate goal of household financial inclusion extends beyond mere resilience to shocks. It aims for "sustainable household
economic stability": a state where families are able to meet their immediate needs, protect themselves from shocks, invest in
their children's future, and actively contribute to their community's economy. Moving from simple financial access to this
stability involves a cumulative process, with each stage building upon the previous one:

Access to basic services — Use directed towards collective needs — Building security through reserves and insurance —
Investing in productive assets and projects — Resilience — Sustainable prosperity across generations

What distinguishes this cumulative process from a purely theoretical description is that it is measurable at every stage,
interventionable at every vulnerability, and comparable across families, communities, and nations—precisely what the current
individual financial inclusion framework lacks. °
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of resilience: resistance, recovery, and transformation in the context of economic and environmental shocks.
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Princeton University Press. — The positive correlation between formal bank account ownership, savings, and enhanced ability to manage financial
distress.

5. OECD/INFE. (2023). OECD/INFE International Survey of Adult Financial Literacy. Paris: OECD. https://www.oecd.org/financial/education/2023-
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), financial inclusion on achieving sustainable prosperity.




Measuring Household Financial Inclusion: Towards a New Conceptual Framework

There is a well-established saying in policy science: “What cannot be measured cannot be managed.” This saying takes on
added significance in the context of this paper, as the challenge of individual financial inclusion lies not only in the design of
its interventions, but also, and perhaps even more importantly, in how it is measured. The current measurement system
determines what is visible and what remains hidden, what is considered a success and what is overlooked, and thus shapes the
nature of the policies and interventions that emerge from it. This section does not propose a specific mathematical indicator,
but rather offers a conceptual framework for rethinking the logic of measurement itself.

Current Measurement Challenges

The current international system for measuring financial inclusion suffers from three interconnected structural challenges. The
first challenge is the gap between definition and measurement. Many theoretical frameworks for financial inclusion define it
as ensuring access to the formal financial system for "all members of the economy," but in practice, it is measured by aggregated
indicators that do not reflect this comprehensive definition but rather reduce it to mere individual access rates.! This gap
between the definitional ambition and the measurement reality is at the heart of what this paper seeks to address.

The second challenge is the one-dimensional nature of most indicators. The literature acknowledges that the concept of
financial inclusion extends beyond individual indicators such as the percentage of bank accounts, loans, and the number of
ATMs, and that attempts to measure it through multidimensional indicators remain rare and incomplete. 2 This paper adds that
this one-dimensionality is not merely a technical problem, but rather a reflection of choosing the wrong unit of measurement:
the individual instead of the household.

_ The third and more profound problem is the reduction of financial inclusion to formal services only, ignoring the informal _
~ networks that, in many contexts, form the backbone of the household economy. The literature has observed that an exclusive |
focus on formal financial services in measuring inclusion obscures the true picture of the household economy, which often
integrates the formal, informal, and digital sectors into a single system. ® Families in fragile contexts that rely simultaneously
on remittances, cooperative savings groups, and community networks are a stark example of this complex reality, which
individual formal indicators fail to capture.

Current Measurement Challenges

The current international system for measuring financial inclusion suffers from three interconnected structural challenges. The
first challenge is the gap between definition and measurement. Many theoretical frameworks for financial inclusion define it
as ensuring access to the formal financial system for "all members of the economy," but in practice, it is measured by aggregated
indicators that do not reflect this comprehensive definition but rather reduce it to mere individual access rates.1 This gap
between the definitional ambition and the measurement reality is at the heart of what this paper seeks to address.

The second challenge is the one-dimensional nature of most indicators. The literature acknowledges that the concept of
financial inclusion extends beyond individual indicators such as the percentage of bank accounts, loans, and the number of
ATMs, and that attempts to measure it through multidimensional indicators remain rare and incomplete.2 This paper adds that
this one-dimensionality is not merely a technical problem, but rather a reflection of choosing the wrong unit of measurement:
the individual instead of the household.

The third and more profound problem is the reduction of financial inclusion to formal services only, ignoring the informal
networks that, in many contexts, form the backbone of the household economy. The literature has observed that an exclusive
focus on formal financial services in measuring inclusion obscures the true picture of the household economy, which often
integrates the formal, informal, and digital sectors into a single system.3 Families in fragile contexts that rely simultaneously
on remittances, cooperative savings groups, and community networks are a stark example of this complex reality, which
individual formal indicators fail to capture.




* What does the family framework measure?

This conceptual framework proposes five measurement axes distributed across two levels: access and utilization, and impact
and outcome—a distinction entirely absent from current individual measurement systems:

Access and Utilization
» The percentage of adult family members who are financially included
» The diversity of services available to the family as a unit
» Directing utilization towards collective needs, not just individual ones

Impact and Outcome
* Resilience: A three-month emergency reserve and reduced reliance on harmful survival strategies
» Equity: The distribution of financial decision-making and women's ability to independently control their resources
+  Empowerment: Changes in and diversification of family income and investment in children's education

What remains outside current individual measurement?

This paper calls the "blind spot in measuring financial inclusion™: the vast area of family reality where a family is classified as
"included" while experiencing genuine economic vulnerability. Current individual measurement fails to capture three crucial
aspects:

Whether the woman actually controls her account or whether another family member manages it.

Whether the family is able to plan for shared goals or whether it consumes its entire income to meet immediate needs.
Whether the loan obtained by the head of the household was directed towards a productive project or towards
immediate consumption.

_ Specialized international reviews have acknowledged that the expansion of financial access, despite its acceleration, still fails _
~ to reach women, low-income families, rural communities, and small businesses, and that financial services, even when |
available, often remain distant, expensive, or unsuitable for customers' actual needs. ® Building a measurement system that
addresses this blind spot is not merely a technical challenge, but rather a conceptual and policy challenge that requires
acknowledging that the family, not the individual, is the actual economic unit, and then translating this acknowledgment into
measurement tools that redefine what constitutes success in the journey of financial inclusion.
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The Conceptual and Standard Framework for Household Financial Inclusion

From Concept to Framework: Why Do We Need a Household Measurement Tool¢

Despite the significant expansion of financial inclusion efforts globally in recent decades, most internationally adopted
frameworks and indicators—from the World Bank’s Global Findex to the IMF’s Financial Inclusion Index (FIA), the G20
Principles, and the Alliance for Financial Inclusion—remain focused on the individual as the primary unit of measurement. *
While these indicators have contributed to a better understanding of access to and use of financial services, they have proven
inadequate in explaining the actual impact of these services on household well-being, risk resilience, and the achievement of
sustainable economic development.

This paper proceeds from the premise that the household—as the economic and social unit within which actual decisions
regarding consumption, saving, investment, and risk management are made—represents the most appropriate frame of
reference for assessing financial inclusion and measuring its impact. Therefore, assessing inclusion at the individual level alone
may not accurately reflect the realities and actual economic needs of households. 2

Conceptual Model: From Input to Resilience

Family financial inclusion is based on the fundamental premise that the developmental impact of financial services is not
achieved simply by individuals gaining access to them, but rather through the ability of the household, as an integrated unit, to
utilize these services to manage its economic needs, risks, and opportunities. This relationship defines four successive levels
through which the impact is transmitted:

Inputs
Formal financial services
Non-financial services
Financial literacy
Social capital
Economic assets
!

Family processes
Resource management
Financial decision-making
Risk management
Planning for the future
1
Immediate results
Financial stability
Increased savings
Reduced vulnerability
Enhanced women's participation
!

Long-term results
Economic resilience
Social mobility
Human capital development
Sustainable family well-being

The framework's central premise is formulated as follows:

"The greater a household's ability to access and collectively utilize financial and non-financial services in a manner relevant to
its needs, risks, and economic opportunities, the greater its capacity to achieve financial stability, investment, economic
resilience, and long-term well-being."”

The Framework's Placement Among Global Frameworks

The following table compares the most prominent global frameworks for financial inclusion with the proposed Household
A Financial Inclusion Framework across its six dimensions, revealing key gaps overlooked by current international indicators: 3




Dimension Global Findex IMF-FAS (cp ] AFI Family framework
Family Financial Access v v v v v
Family Financial Use v v v v v

Family Financial

Partiall Partiall Partiall
Protection y y y

Financial Equity within
the Family

X X X

Family Economic
Empowerment and
Investment

Family Economic

Resilience X X Partially ~ Partially v

Table (3): Comparison of Global Financial Inclusion Frameworks with the Proposed Household
Financial Inclusion Framework — (v') Addresses it directly / (Partially) Addresses indirect components
/ (X) Absent

This table clearly reveals that current global frameworks adequately cover the dimensions of access and use, but all lack the
two most influential dimensions on actual household well-being: domestic financial equity and economic empowerment. This
” is the gap that the proposed framework seeks to bridge.

®

Household Financial Inclusion Index (HHFII)

To transform the conceptual framework into a practical measurement tool, this paper proposes developing an index for
household financial inclusion based on the six dimensions that make up the concept. Each dimension has a set of sub-indicators
that can be measured both quantitatively and qualitatively:

1-  Household Financial Access
o A family member having a formal financial account
o Women's access to financial services
o Owning a digital payment method
o Geographical access to a financial institution

Household Financial Use
o Regular savings with a formal institution
o Using finance for productive purposes
o Using digital financial services
o Regular dealings with financial institutions

Household Financial Protection
o Having emergency savings sufficient for three months
o Having insurance or takaful coverage
o Ability to cover emergency expenses
o Low reliance on emergency borrowing

Financial Equity within the Household
o Women's participation in major financial decisions
o Financial transparency among family members
o Women owning independent assets or savings
o Youth participation in financial planning




5- Empowerment and Economic Investment
o Investing in children's education and health
o Owning an income-generating project
o Diversifying family income sources
o Building productive assets

6- Household Economic Resilience
o Ability to meet basic needs when income decreases
Continuing children's education during crises
Maintaining Productive assets during shocks
Speed of economic recovery after a crisis

Classification of households according to the level of household financial inclusion

The index allows for the classification of households into four graded levels that reflect the depth of household financial
inclusion and its actual impact:

Degree Level of household financial inclusion Policy Implications
Less than 25 Severe household financial exclusion Urgent and comprehensive intervention

49 — 25 Limited household financial inclusion Intervention to enhance utilization and
protection

Moderate household financial inclusion Intervention to promote justice and
empowerment

Advanced household financial inclusion Building resilience and consolidating gains

The gradual path towards full family financial inclusion

The proposed framework assumes that family financial inclusion is not achieved all at once, but rather goes through sequential
stages, each of which builds on the previous one. This path suggests that access to financial services is only the starting point,
while the ultimate goal is to build families better able to manage their resources, weather shocks, and achieve sustainable
economic development:

Financial access « Effective use < Protection and security < Empowerment and investment «— Economic resilience

What distinguishes this path from a mere theoretical description is its ability to be measured at every stage, its ability to
intervene at every weak point, and its ability to be compared between families, communities, and countries. This is exactly
what is lacking in the current individual financial inclusion framework, which merely measures the starting point without
tracking the path to its destination.
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Policy and Institutional Implications

The transition to household financial inclusion requires a simultaneous redesign at three overlapping levels: national policy,
financial institutions, and research and knowledge. Action at one level alone is insufficient; the most effective policies remain
inadequate without suitable banking products to implement them, and the most innovative products fail when applied to
households whose capacities have not been built and whose needs have not been thoroughly understood.

First: At the national policy level

Integrating the household as an explicit unit in national financial inclusion strategies. Most existing national strategies
target specific groups of individuals—women, youth, rural populations, and small business owners—without
recognizing the household as an independent targeting unit with its own needs and dynamics. The required addition is
not to replace individual targets, but rather to add a family level that complements them and provides the correct
context. !

Developing national household financial inclusion surveys that measure the six dimensions. Most existing surveys are
limited to measuring individual access and usage, while the dimensions of protection, internal equity, empowerment,
and resilience remain outside the scope of official monitoring. These household surveys can be integrated with existing
national living standards surveys at minimal additional cost, making this recommendation applicable even in resource-
limited settings. 2

Linking Household Financial Inclusion to the National Social Protection System

Evidence shows that cash transfer programs and social safety nets help millions of households cope with financial
shocks, but they fail to translate this immediate support into sustainable wealth building in the absence of appropriate
household financial products.® This lesson means that transfer programs can be an effective gateway to household
financial inclusion when they are consciously designed with internal household dynamics in mind.

Mandating Financial Inclusion Programs to Regularly Report Internal Equity Indicators. This means, in practice,
monitoring the percentage of women who effectively control their accounts, their level of participation in household '
financial decision-making, and the availability of financial protection for the elderly and children. What is not
measured is not managed, and what is not managed does not improve—this applies not only to government spending
but equally to indicators of the social impact of the financial inclusion system.

Second: At the level of financial institutions

Developing financial products explicitly designed for the household as a unit. This includes joint savings accounts that
allow multiple individuals to deposit and withdraw funds according to agreed-upon mechanisms, loans assessed based
on total household income rather than the individual borrower's income alone, and health and social insurance coverage
for the family at rates appropriate to their collective income. This does not mean abandoning individual products, but
rather adding a family-oriented layer that complements them and provides their proper context. °

Integrating family financial guidance into the core offerings of financial institutions, not as a marginal component.
Institutions that offer accessible family financial dialogue sessions alongside their financial products achieve better
and more sustainable results, and build a relationship of trust with their clients, reducing default rates and increasing
effective utilization rates. Documented field experience has shown that facilitated family financial dialogue sessions
result in tangible improvements in shared decision-making patterns and mutual trust within the family ¢

Revising creditworthiness assessment criteria to include the overall family financial situation: Assessing an
individual's ability to repay without considering their family obligations produces misleading estimates that often lead
to irresponsible lending, burdening the family with debt beyond its actual capacity. Evidence from digital credit
markets has documented that this problem is exacerbated when credit is readily available without assessment
mechanisms that take into account the family's overall financial structure. ’




Third: At the Research and Knowledge Level

This paper acknowledges that the proposed framework requires extensive pilot testing before it can be translated into mature
policies. In this regard, three priority research lines are highlighted:

» Launching research programs to test household financial inclusion measurement tools in diverse contexts, with a focus
on environments where households suffer from high structural vulnerability; testing the validity and reliability of the
six dimensions across different geographical and cultural fields; and developing methodologies to identify and measure
the prevalence of "pseudo-inclusion".

Conducting comparative studies to test the differential effectiveness between individual and family interventions. The
fundamental question—whether integrated family intervention achieves a greater and more sustainable impact than
individual intervention, and under what specific conditions—remains an open question that requires specifically
designed experiments to test it, not inferences drawn indirectly from studies prepared for different purposes.8
Developing internationally comparable standardized measurement tools for family financial inclusion. This is an
ambitious but necessary project to transform the conceptual framework into an effective international measurement
system—similar to what the Global Findex database achieved for individual inclusion—although it requires extensive
institutional coordination among the World Bank, international development organizations, and policymakers in the
target countries.?

Conclusion

This paper stemmed from a seemingly obvious question that, in reality, masks a profound problem: Why is individual financial
inclusion expanding without a corresponding improvement in household economic resilience? A deeper examination of this
question reveals a structural flaw far more profound than the figures suggest: the unit of analysis, design, and measurement
» adopted in the international financial inclusion framework—the individual—does not correspond to the actual economic unit
within which people live and make their financial decisions: the household.

This paper seeks to demonstrate this flaw and offer a conceptual alternative through four integrated axes. The first demonstrates
that household economic needs are collective in nature—intertwined with immediate and future needs, collective risks, and
internal decision-making dynamics in a way that individual financial access cannot address. The second documents the
phenomenon of "pseudo-inclusion,” where households are classified as financially included based on individual indicators
while, in reality, resorting to harmful survival strategies that exacerbate their structural vulnerability. Third, it presents the
concept of "household financial inclusion™ as a new and complementary framework based on six integrated dimensions—
access, utilization, protection, domestic equity, economic empowerment, and resilience—none of which can be achieved in
isolation. Fourth, it translates this framework into measurable and evaluable practical tools.

Limitations of the Paper:

This paper acknowledges several methodological and epistemological limitations. Methodologically, it relies primarily on a
critical review of available literature and empirical evidence, without drawing on primary data specifically collected to test the
proposed framework in defined field settings. This means that the framework—despite its theoretical coherence and the support
it receives from multiple sources—still requires systematic empirical validation before it can be translated into large-scale
policies.

Regarding its scope of application, the paper draws on evidence from diverse geographical and cultural settings. However, this
diversity does not imply that the framework is uniformly applicable in all contexts. The household in a given cultural and social
context differs in its structure, dynamics, and priorities from its counterpart in another context, necessitating special attention
to adapting the six dimensions to the specificities of each environment. ° Regarding definition, the paper acknowledges that
the concept of "household" itself is not homogeneous across cultures—there are nuclear, extended, multigenerational, and
single-parent households—and that a precise methodological definition of the household as a unit of analysis requires
standardized criteria that may vary according to context.




Prospects for Future Research:

This paper opens up more research questions than it closes, which is a hallmark of any paper that proposes a new framework.
The proposed prospects for future research are distributed across three levels.

At the measurement level, the framework calls for intensive research efforts to develop internationally comparable,
standardized household survey instruments, test the validity and reliability of the six dimensions in diverse field contexts, and
develop methodologies to investigate and measure the prevalence of "false inclusion.” At the level of differential effectiveness,
the systematic comparison between the impact of individual and family-based financial inclusion interventions on long-term
economic well-being remains an open question that requires specifically designed experiments to test it.® At the cultural level,
the relationship between social and religious norms and the dynamics of family financial decision-making warrants deeper
study, particularly in Islamic contexts that possess a well-established system of social solidarity—such as zakat, wagf, and
community cooperation mechanisms—which could form a natural foundation for family-based financial inclusion once this
system is incorporated into the analytical and policy framework.'° This paper concludes that the shift from individual to family-
based financial inclusion is not a correction of a flawed path, but rather a continuation of a natural evolution in understanding
what true financial inclusion means. Just as the concept moved in its early stages from “credit” to “inclusive financial services,”
today it is time to move from “financial services for individuals” to “financial inclusion for households” — because households
do not face poverty, risks and opportunities as separate individuals, but as interconnected units that share resources, decisions
and resilience, and they have the right to also participate in a financial system designed at their level.
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