The Unbanking Of America: How Financial
Exclusion is Leaving Millions Behind

In recent years, a silent financial crisis has been brewing across America. The
unbanking phenomenon, also known as financial exclusion, refers to the
increasing number of individuals and communities who have limited or no access
to traditional banking services. This article delves deep into the causes,
consequences, and potential solutions to this pressing issue that affects millions

of Americans.

The Rise of the Unbanked

It is estimated that around 8.4 million households in the United States are
unbanked, meaning they do not have a bank account. Additionally, 24.2 million
households are underbanked, indicating that they have a bank account but still
rely on alternative financial services such as payday loans, check cashing

services, and pawnshops.

Several factors contribute to the unbanking trend. Some people are unable to
meet the stringent requirements imposed by traditional banks, such as minimum
balance requirements, credit checks, or providing a physical address. Others
have had negative experiences with banking institutions, leading them to distrust

the system.
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Furthermore, the closure of bank branches in low-income neighborhoods, often
due to cost-cutting strategies, has exacerbated the problem. Many individuals
now have to travel long distances to access basic financial services, which
becomes a significant burden, particularly for those with limited mobility or lack of

reliable transportation.

The Consequences of Financial Exclusion

The unbanking of America has far-reaching consequences that go beyond
individual financial struggles. Without access to traditional banking services,
unbanked and underbanked individuals face numerous challenges that hinder

their economic progress.

Firstly, lacking a bank account denies individuals the convenience and security
provided by debit cards. They are forced to rely on cash for all transactions,
making it difficult to secure online purchases or pay bills electronically. This

increased dependency on cash also puts them at a higher risk of theft or loss.

Secondly, being unbanked can severely limit one's credit opportunities. Without a

bank account, it becomes nearly impossible to establish a credit history, hindering
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access to loans, mortgages, and other credit-based services. This perpetuates
the cycle of poverty and makes it challenging for individuals to improve their

financial situation.

Furthermore, studies have shown that unbanked individuals often pay higher fees
for financial services than their banked counterparts. These alternative financial
services, though easily accessible, come with exorbitant interest rates and
transaction fees, further exacerbating the financial strain faced by already

marginalized communities.

Possible Solutions

The unbanking crisis demands innovative solutions that can bridge the gap
between traditional banking institutions and communities in need. Here are a few

potential strategies that can help alleviate the issue:

1. Community-Based Banking Initiatives

Establishing community-based banks that actively seek to serve unbanked and
underbanked populations can be highly beneficial. These locally-focused
institutions can offer services tailored to the specific needs of the community,

provide financial education, and make banking more accessible.

2. Fintech Solutions

The rise of financial technology presents opportunities to redefine the banking

landscape. Fintech companies can leverage mobile banking, digital wallets, and
innovative payment solutions to reach those who are traditionally excluded from
mainstream banking. By harnessing technology, financial services can become

more inclusive and available to all.

3. Policy Reforms



Policy reforms can play a crucial role in addressing the unbanking crisis.
Lawmakers should consider enacting regulations that protect consumers,
encourage the opening of bank branches in underserved areas, and promote
financial literacy programs. By creating an enabling environment, the government

can help mitigate the disparities caused by financial exclusion.

In

The unbanking of America reflects a systemic problem that needs urgent
attention. Leaving millions of Americans without access to traditional banking
services perpetuates inequality and economic exclusion. By exploring innovative
solutions, fostering collaborations, and advocating for policy changes, we can

work towards a more inclusive financial system where no one is left behind.
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Why Americans are fleeing our broken banking system: “Startling and
absorbing...Required reading for fans of muckraking authors like Barbara

Ehrenreich.”—Publishers Weekly (starred review)
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What do an undocumented immigrant in the South Bronx, a high-net-worth
entrepreneur, and a twentysomething graduate student have in common? All
three are victims of our dysfunctional mainstream bank and credit system. Nearly
half of all Americans live from paycheck to paycheck, and income volatility has
doubled over the past thirty years. Banks, with their high monthly fees and
overdraft charges, are gouging their lower- and middle-income customers while

serving only the wealthiest Americans.

Lisa Servon delivers a stunning indictment of America’s banks, together with eye-
opening dispatches from inside a range of banking alternatives that have sprung
up to fill the void. She works as a teller at RiteCheck, a check-cashing business in
the South Bronx, and as a payday lender in Oakland. She looks closely at the
workings of a tanda, an informal lending club. And she delivers engaging, hopeful
portraits of the entrepreneurs reacting to the unbanking of America by designing

systems to creatively serve those outside the one percent.

“Valuable evidence on the fragility of the personal economies of most Americans

these days.”—Kirkus Reviews

“An intelligent plea for financial justice...[An] excellent book.”—The Christian

Science Monitor
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