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Preface

Financial inclusion is a well-recognized global 
issue: 1.7 billion people are “unbanked” – lacking 
an account at a financial institution or mobile-
money provider – according to the World Bank.1 
Meanwhile, many small- and medium-sized 
businesses face challenges in realizing benefits 
from the current financial system. Individuals 
and small businesses may not be able to access 
financial services; if they can, those services may 
not be of high quality, suitable or affordable. The 
World Bank defines financial inclusion as the ability 
of individuals and businesses to access “useful 
and affordable financial products and services 
that meet their needs”.2 Financial inclusion is a 
complex global problem that existing systems 
and offerings have so far failed to solve.

It is often suggested that stablecoins could 
address the challenges and unlock some of the 
opportunities around financial inclusion globally.3 
Yet very little extensive analysis on the subject has 
been conducted. This white paper examines real-
world case studies and builds on existing research 
to assess the benefits and risks of stablecoins 

for financial inclusion for historically excluded 
or underserved populations. The case studies 
or scenarios, while necessarily limited, attempt 
to capture the breadth as well as the nuances 
of the challenges faced by these communities. 
Although they clearly cannot represent the full slate 
or complexity of all situations, we hope that the 
conclusions we draw from our scenarios will be 
applicable to a range of contexts and regions.

To complete the analysis, we compare 
stablecoins’ capabilities and limitations with 
those of pre-existing forms of money that do 
not typically employ blockchain technology, 
both electronic (e.g. commercial bank money, 
mobile money and e-money) and physical (e.g. 
cash). We assess the current barriers facing each 
scenario to determine if stablecoins overcome, 
circumvent or aggravate those barriers. 

Our aim is to clarify the conditions and prerequisites 
for providing financial inclusion, and to provide policy-
makers, businesses, civil society organizations and 
digital currency issuers with a better understanding of 

This white paper investigates the benefits 
and limitations of stablecoins for supporting 
financial inclusion in historically excluded or 
underserved populations. It explores whether 
and how stablecoins can address common 
roadblocks to financial inclusion, and it 
examines the potential new opportunities 
and risks that stablecoins could introduce. 

What is the Value Proposition of  
Stablecoins for Financial Inclusion?

November 2021
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the opportunities, risks and benefits that stablecoins 
currently offer and could in the future bring to 
financial inclusion. Notably, this paper does not 
assess the merits of stablecoins outside the context 
of financial inclusion, and our intent is not to make 
normative statements about whether individuals, 
communities or jurisdictions should or should not 
engage with stablecoins as a general matter. 

This white paper is organized into six chapters. 
Chapter 1 presents the wider context of challenges 
to financial inclusion and our approach to analysing 

the capabilities of stablecoins to address those 
challenges. Chapter 2 highlights the key findings 
from our research, including both the advantages 
and limitations that stablecoins offer in the context 
of financial inclusion. Chapter 3 presents some 
requirements and conditions for stablecoins to 
improve financial inclusion. Chapters 4-6 detail 
three case studies around which our research is 
focused and offer a potential framework which 
future researchers could use to analyse the 
capabilities of different types of stablecoins in 
specific contexts and geographies. 

Financial inclusion means that individuals and businesses have 
access to useful and affordable financial products and services 
that meet their needs – transactions, payments, savings, credit 
and insurance – delivered in a responsible and sustainable way

The World Bank

Digital Currency Governance Consortium White Paper Series 4



Context and approach1

Many well-known barriers prevent the financially 
excluded from obtaining access to and meaningfully 
using formal financial services.4 A subset of barriers 
pertinent to this analysis, identified from The Global 

Findex Database 2017, published by the World 
Bank, can be grouped into three broad categories 
as follows: socio-cultural/demographic barriers, 
infrastructure barriers and financial barriers.

Existing barriers to financial inclusion

Socio-cultural and demographic barriers

Infrastructure barriers

Financial barriers

1.1

These factors, which are unique to a particular nation, demography or culture, 
influence both access to and adoption of financial services. They can include: 

 – Distrust of financial services providers and/or government (including  
privacy concerns) 

 – Challenges around digital and financial literacy, as well as general literacy  
and numeracy challenges

 – Physical safety concerns around accessing services

 – Social, cultural and political barriers (including religious and gender-based 
barriers, and cultural views of money)

These factors relate to the broader capacity of the environment within which  
an individual lives. They can include: 

 – Weak or unreliable electricity supply

 – Limited internet connectivity

 – Limited access to mobile phones (smartphone or feature phone)

 – Lack of government-issued personal identity documentation

 – Lack of physical proximity to a bank or availability of services that fit needs

These factors revolve around the lack of high-quality, affordable and relevant 
financial services, and include barriers such as:

 – High prices and fees for financial products and services

 – Minimum balance requirements

 – Lack of digital financial history

Digital Currency Governance Consortium White Paper Series 5
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It is suggested with some regularity that stablecoins 
can meaningfully address financial inclusion 
barriers. These claims tend not to reference specific 
known barriers in a region or explain in detail how 
stablecoins would address them. This paper aims 
to address that gap and evaluate in an objective 
manner whether stablecoins as currently deployed 
overcome specific barriers to financial inclusion, 
and to identify the principal benefits, risks and 
limitations of using stablecoins for this purpose. 

Specifically, this white paper seeks to answer the 
following questions:

1. How, if at all, do stablecoins improve 
financial inclusion, compared to other 
pre-existing options; and what conditions 
must be met for stablecoins to succeed 
in supporting financial inclusion among 
underserved individuals and communities?

2. What new challenges or risks, if any, 
might stablecoins introduce?

3. What is the net conclusion for stablecoins’ 
current value proposition, considering 
benefits, trade-offs and limitations?

Our research investigation is grounded in three case 
studies from different parts of the world, each of 
which is intended to represent a different real-world 
financial scenario or challenge. These are described 
in Chapters 4-6. Stablecoins are evaluated in 
terms of their ability to address the specific needs 
and challenges in each case study. The countries 
were selected to capture a range of geographic, 
regulatory and other differences. However, 
they carry their own unique considerations that 
do not scale across geographic barriers. The 
challenges in scaling solutions across different 
contexts are not unique to stablecoins but are 
reflected across a variety of pre-existing options. 

The three case studies or scenarios are as follows:

Scenario 1: An undocumented individual in an 
urban area of the United States (US), sending 
remittances home to Honduras

Scenario 2: A small business in India, making 
domestic payments

Scenario 3: A digitally savvy “gig economy” individual 
in urban Cameroon, receiving wages from the US

Consumers of financial services are driven by 
unmet needs in their lives. As such, it makes sense 
to evaluate the impact of stablecoins on financial 
inclusion based not on which financial services 
they can enable, but on whether they help meet 
the fundamental needs of those who are financially 
excluded. Each persona represented by our case 
studies has multiple financial needs, which can 
be summarised in line with the ground-breaking 
“financial needs framework” commissioned by  
the Bill & Melinda Gates Foundation in partnership 
with The MasterCard Foundation as follows:5

 – Transferring value: the ability to transfer 
value for activities such as making a  
purchase, paying a supplier or sending 
remittances or wages

 – Maintaining liquidity: the ability to meet one’s 
expenses at any point in time

 – Resilience to financial shocks: the ability  
to handle unexpected expenses and  
return to the same financial position as  
before the shock

 – Meeting future goals: the ability to afford  
irregular but planned expenses that meet 
consumptive expenses (e.g. wedding),  
life-cycle costs (e.g. education) or productive 
needs (e.g. expanding one’s business assets)

In each of our three scenarios, the pre-existing 
conditions that limit financial access and inclusion 
are identified up-front. These conditions are based 
on those that are likely for the persona, drawing 
from personal interviews, the World Bank’s Global 
Findex Database (latest available data from 2017), 
additional online research materials and a site visit 
in the case of Cameroon.6 The scenarios were 
constructed in advance of the analysis, when results 
were not yet known. They were not adjusted over 
the course of the analysis. That said, a scenario 
written about an individual in rural Kenya, which 
sought to explore the role of stablecoins in an area 
of high mobile-money penetration, was removed 
after finding that there were too few significant 
barriers to inclusion in the specific scenario’s 
context to be applicable to other jurisdictions 
(fintech innovations, rapid uptake of mobile money 
and government initiatives have significantly 
improved financial services access in Kenya).7

Questions addressed by this white paper

Three case studies – three scenarios

1.2

1.3

 It makes sense 
to evaluate 
the impact of 
stablecoins on 
financial inclusion 
based not on which 
financial services 
they can enable, 
but on whether 
they help meet 
the fundamental 
needs of those 
who are financially 
excluded
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All scenarios involve a developing-market  
economy, since developing economies generally 
face higher rates of unbanked and financially 
underserved populations than developed 
economies.8 However, many of the findings  
may be applicable to historically excluded 
communities in developed markets as well.  

To evaluate the value proposition of stablecoins for 
inclusion in another country (whether developed or 
developing), a researcher may apply the framework 
in this paper, identifying the specific barriers to 
inclusion that are present and considering the 
potential for stablecoins to address or bypass  
them within the relevant context.9

There are several types of stablecoin, each of which 
differs in its economic and technical design, risk 
management procedures, quality of backing and 
legal protections for users.10 Our research takes a 
broad approach and includes within its scope any 
stablecoins conforming to the following definition: 

Digital currencies, most often cryptocurrencies, 
operating primarily on distributed ledger technology 
(DLT), that are designed to maintain a stable value 
relative to a reference asset or a basket of assets.

A stablecoin’s price may, for example, be pegged 
to the price of fiat currency such as the US dollar 
(achieved using US dollar collateral, typically 
held in banks). It may be backed by the value of 
other crypto-assets or commodities, or it may 
be supported by algorithms. Depending on the 
effectiveness of the stabilization mechanism and 
backing, the digital currency may or may not hold a 
stable value relative to its reference asset. 

We consider all major current or potential future 
stablecoins, including the following, organized by 
market capitalization: Tether, USD Coin, Binance 
USD, DAI, TerraUSD, TrueUSD, Pax Dollar, Celo 
Dollar and Diem (formerly the Libra token; not 
issued at the time of writing).11 Stablecoins are 
far from monolithic. In addition to varying design 

and stabilization mechanisms, the degrees of 
regulatory compliance and prudence in financial and 
operational risk management vary greatly. Another 
distinction is the extent to which the stablecoin 
operates on a public, permissionless blockchain 
ledger, which is the case for most stablecoins 
listed above, versus a closed and permissioned 
blockchain ledger as is anticipated with Diem.12

This high degree of variance between stablecoins 
makes it hard to generalize. Nevertheless, the 
conclusions in this white paper are likely to apply 
across the class of stablecoins described above, 
while leaving space for meaningful diversity among 
them. Risks such as the loss of user funds from lost 
wallet access, insolvency at the stablecoin issuer 
or technical failure of the stablecoin protocol stand 
out as varying substantially. While these risks are 
significant, a detailed analysis of them is beyond the 
scope of this paper, which focuses specifically on 
issues unique to financial inclusion.13 The intention 
of this paper is to draw preliminary conclusions, 
based on our case studies, as to the currently 
visible capabilities of stablecoins, as a class of 
digital currency, to contribute towards financial 
inclusion. Readers are encouraged to employ the 
framework presented in this paper to evaluate the 
pros and cons of various types of stablecoins in 
other geographies and contexts.

Defining stablecoins1.4
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Physical safety 
concerns accessing 

services 

Distrust of financial 
service providers and/
or government (incl. 
privacy concerns)

Key findings 2

The principal finding of this white paper is that 
stablecoins are subject to many of the same barriers 
that constrain citizens from accessing other financial 
products and services, such as bank accounts, 
mobile money accounts or fully digital remittance 
providers. Where stablecoins are accessible, they 
generally address financial inclusion barriers to a 
similar degree as other digital financial services. They 
may also introduce new risks, which vary depending 
on the specific system. While different from 
stablecoins and not the focus of this paper, similar 
conclusions may be applicable for cryptocurrencies 
such as bitcoin that are not price-stabilized.

Overall, in the scenarios studied in this report, 
stablecoins as currently deployed would not 
provide compelling new benefits for financial 
inclusion beyond those offered by pre-existing 
options. Whether this changes over time will 
depend partly on how stablecoins are regulated 
and how much attention is paid by stablecoin 

providers and services to addressing specific 
barriers to financial inclusion. Even then, 
success is not guaranteed given the complexity 
and scope of the problem and potential 
requirements related to the use of stablecoins. 

Table 1 presents an analysis of how stablecoins 
help or fail to address existing barriers to financial 
inclusion in each of the three scenarios or case 
studies. A green-coloured box would denote 
that stablecoins are likely to add significant new 
benefits in overcoming the challenge – however, 
no boxes are currently coloured green for the three 
scenarios. A yellow-coloured box indicates mixed 
or uncertain potential for stablecoins to address 
financial inclusion challenges. A red-coloured box  
denotes that stablecoins do not solve the problem 
and could (in certain cases, depending on design 
choices) aggravate the situation. Meanwhile, 
blank boxes indicate that the barrier does not 
clearly arise in the scenario’s specific context.

Stablecoins currently offer limited benefits2.1

Socio-cultural/Demographic barriers

Digital, financial and/
or general literacy & 

numeracy challenges

Social, cultural & 
political barriers (incl. 
religious & gender-

based barriers, cultural 
views of money)

Impact of stablecoins on financial inclusion barriers, by scenarioTA B L E  1

Scenario 1: 
Individual in US sending 
remittances to Honduras

Financial 
inclusion barrier

Scenario 2:
Small business  

in rural India

Scenario 3:
Digitally savvy, “gig 
economy” individual  
in urban Cameroon
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Limited access 
to mobile phones 
(smartphone or 
feature phone)

Minimum account 
balance requirements

Lack of physical 
proximity to or 

availability of services 
that fit needs

Weak or unreliable 
electricity supply

High prices & 
fees for financial 

products & services

Infrastructure barriers

Limited internet 
connectivity

Lack of digital 
financial history

Lack of government-
issued identity 
documentation 

The remainder of this chapter analyses both  
the benefits and risks of stablecoins for financial 
inclusion through the following sections:

 – Special characteristics of stablecoins  
for financial inclusion

 – Future opportunities related to DLT

 – Limitations of stablecoins for financial inclusion

 – Risks of stablecoins in the financial  
inclusion context

 – Stablecoins and cross-border transactions

Financial barriers

Digital Currency Governance Consortium White Paper Series 9



Despite the general finding that stablecoins are 
subject to the same challenges as pre-existing 
options that this paper focuses on, with respect 
to the barriers to financial inclusion that we have 
identified, there are two special characteristics of 
stablecoins relative to pre-existing options.14 First, 
stablecoins may side-step issues related to consumer 
mistrust in traditional financial services. Second, they 
may uniquely provide digital financial accounts that 
malicious or untrustworthy actors cannot steal from. 

These characteristics are shared by non-stabilized 
cryptocurrency such as bitcoin. While they do 
not meaningfully address barriers in the specific 
scenarios studied, these characteristics could 
present benefits in other situations. That  
said, they may be two-sided, offering advantages  
to financial inclusion in some cases but also  
suffering from drawbacks. 

Special characteristics of stablecoins for  
financial inclusion

2.2

1.  Stablecoins (and cryptocurrency) may side-step issues related  
to consumer mistrust in traditional financial services

2.  Stablecoins (and cryptocurrency) may uniquely provide  
digital financial accounts that malicious or untrustworthy  
actors cannot steal from

In some cases, consumers and merchants who 
do not trust local financial service providers or the 
government in their jurisdiction may trust stablecoins 
more, due perhaps to their more decentralized 
nature and management. However, further 
evidence through surveys or other data-gathering 
is necessary to determine this perspective, 
which is likely to vary heavily across regions. 
It is also possible that end-users will be more 
suspicious of stablecoins if they are associated 
with fraud or other issues. In other words, trust 
may also turn out to be weaker for stablecoins. 

The type of stablecoin issuer could be a 
consideration, since a large tech firm such as 
Facebook, which initiated the Diem project  
(formerly Libra), could issue stablecoins where  
their brand may be more trusted than local  
brands. However, the reverse may also be true.  
In these cases, the issuer’s brand-value drives the 
level of trust more than fundamental elements of 
stablecoin technology (end-users may not even 
be aware they are employing a stablecoin). 

Cryptocurrency accounts operating on public, 
permissionless DLT through self-custody (or “non-
custodial”) wallets may be unique in their ability to 
protect user funds from outside theft, as funds cannot 
be moved from an account without the correct private 
key or password. That said, for many end-users today, 
the overall risk of losing funds through user error, or 
through financial or technical problems with the digital 
currency issuer or wallet, is likely to be higher with 
stablecoins (and cryptocurrency) than with accounts 
held at regulated financial institutions or providers.15

Users who have sole knowledge of their private 
key information would lose access to their funds 
if they were to lose that information. Thus, while 
stablecoins and their wallet infrastructure present 
a unique characteristic regarding account security, 
they currently do not necessarily resolve barriers 
related to insecure or unreliable financial services. 
This might change over time as user interfaces  
and safeguards are further developed, and as  
more stablecoins come under regulatory purview.
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If we look towards the future, stablecoins and  
other DLT-based cryptocurrency could bring  
certain additional opportunities with respect to 
reducing barriers to financial inclusion, depending  
in large part on how the ecosystem develops.  
This section presents four such potential benefits  
or opportunities.

Today, however, such identifiable opportunities 
come with the following limitations: 

 – They are sub-scale, undemonstrated or 
unproven, and require further research or 
technology development

 – They are reliant on an absence of clear 
regulation on stablecoins (which is likely to  
be a temporary situation in most regions)

 – They are also available through other  
fintech innovations.16

Future opportunities related to DLT2.3

1.  Highly open and interoperable DLT-based ecosystems (which 
could involve stablecoins) could drive higher competition and  
more open-loop payment options

2.  DLT platforms could offer new, publicly accessible and visible data 
sources for payment histories and account balances, facilitating 
credit and insurance underwriting

This opportunity centres on the notion of 
blockchain-based ecosystems (in which  
stablecoins operate) enabling the growth and 
development of high-quality and accessible  
financial products that would not otherwise arise. 
Higher competition could promote lower-cost 
services that are better able to meet the needs  
of end-users. 

Public, permissionless blockchains (on which  
many stablecoins operate) enable fully open  
access, by default, to the blockchain network 
and its data. This feature (which is also possible, 
although uncommon, using centralized 
technology) may lower barriers to entry and 
stimulate competition. Research points to lower 
overall costs of networking in a marketplace 
based on public, permissionless DLT, because 
rents from network effects are shared more 
widely among participants rather than owned 
by one firm, and no single firm fully controls 
or has access to underlying data assets.17

That said, the following unresolved 
questions remain:

 – Will DLT prove over time to support greater 
openness and access for financial technology 
innovation and product development than 
centralized technology infrastructure, which can 
also employ open-source software or open API 
access? Open banking and open architectures, 
where APIs enable information- and data-
sharing access to non-bank financial firms and 
technology start-ups, are examples of pre-
existing opportunities for lowering barriers to entry 
and supporting innovation in retail payments. 
These are predicated on trust in the institutions 
involved and on the underlying information, which 
may vary depending on context.

 – How might currently challenging aspects of 
DLT infrastructure influence the development 
of financial products and services? Such 
challenges include constrained scalability, 
network transaction fees, necessity to operate 
in cryptocurrency, and security vulnerabilities to 
smart contracts and underlying networks. Some 
of these challenges are the subject of intense 
activity in stablecoin and related ecosystems, 
but the outcomes are yet to be determined.

The premise of this notion is that the public ledgers 
of stablecoins (and cryptocurrencies) can serve as 
highly accessible digital payment histories that loan 
and insurance providers can use to underwrite a 
customer’s risk profile more accurately. With more 
data and accurate risk profiling, loan and insurance 
providers could offer more affordable and plentiful 
services to end-users. 

Notably, this activity requires users to employ 
stablecoins for a sufficiently high quantity of 
payments to ensure their payment history is 
informative. It would also require strong privacy 
protocols, as it implies publicly viewable end-user 
payment histories. However, such privacy protocols 
could increase the cost and impede the ability of 
providers to use such data for underwriting. For 

 Public, 
permissionless 
blockchains 
(on which many 
stablecoins 
operate) enable 
fully open access, 
by default, to the 
blockchain network 
and its data
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this benefit to materialize, credit bureaus would 
need to recognize such payment histories, while 
standardized payment data formats and methods 
to import or aggregate data would be required. 

While payment solutions based on centralized 
technology could also share payment history 

about a customer with loan or insurance providers, 
cryptocurrency (including stablecoins) operating  
on public ledgers present information publicly  
by default and are not subject to the decision  
of an institution regarding whether to share  
this information. 

3.  DLT offers opportunities related to decentralized digital identity 
and compliance 

4.  DLT platforms may fill a gap where financial services are not  
available in the region 

DLT may potentially enable solutions related 
to “decentralized digital identity”, or identity 
credentials controlled by end-users that are 
verifiable and revocable within distributed ledger 
technology. Users could employ this digital identity 
in certain payments and operations conducted 
with stablecoins or other cryptocurrency. It could 
also be possible for the analysis of transactions 
conducted on public ledgers such as blockchains 
to flag risky activity and “blacklist” certain users, 
helping mitigate illicit and harmful activity without 
requiring traditional identity documentation. 

The ability for these schemes to meaningfully 
reduce identity-documentation barriers while 
meeting compliance goals, and without 

compromising user data privacy or creating 
other issues, must be more thoroughly 
investigated and demonstrated.

Stablecoins today that do not yet follow regulatory 
requirements imposed on other payment providers 
and money transmitters in a given jurisdiction 
may offer lower-cost transactions. This benefit 
will almost certainly dissipate when regulatory 
requirements are imposed, while unregulated 
activities can present higher risks related to 
fraud, illicit activity and other issues. For detailed 
discussions on existing regulatory and policy 
gaps with respect to stablecoins, refer to the 
white paper in this series, Regulatory and Policy 
Gaps and Inconsistencies of Digital Currencies. 

In some regions, stablecoins might fill a gap for a 
“payment rail” or service that is not fully operational 
or able to receive transactions domestically or from 
across borders. This opportunity is highlighted 
by our case study from India in Chapter 5, where 
mobile payment services that do not require bank 
accounts remain under-developed. Stablecoins 
could serve as an alternative where other solutions 
have not been developed. In this case, stablecoins 
are filling a gap that has not been met by existing 
systems – but they do not necessarily present a 
unique capability. 

In other regions, the gap may result from so-
called “de-risking” by international banks or 
payment service providers, where those institutions 
deliberately terminate relationships with local financial 
institutions or money transfer operators, resulting in 

a dramatic reduction in access to financial services 
and a commensurate increase in the cost of 
completing basic financial transactions, particularly 
in a cross-border context. Providers often engage 
in this behaviour because of the cost of compliance 
with regulations aimed at reducing financial crimes, 
which can be particularly high in smaller economies. 
The effects can be profound.18 This issue may be 
present in our Cameroon case study in Chapter 
6, although it is difficult to confirm. In these cases, 
stablecoins might fill a gap effectively. That said, 
future regulation imposed on stablecoins or 
inadequate first- and last-mile digital infrastructure 
for the use of stablecoins in those regions may limit 
this opportunity, as seen in our Cameroon case 
study. If such infrastructure (also known as “on and 
off ramps”, for example, local banking) begins to 
proliferate, this scenario might prove significant.
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Stablecoins and their infrastructure, as they exist 
today, are subject to the following common barriers 
to financial inclusion: 

 – Lack of identity documentation

 – Lack of first- and last-mile infrastructure for 
conversions between physical cash and  
digital money (given limited acceptance of 
stablecoin for payments)

 – Limited digital and financial literacy  
and numeracy

 – Limited internet or electricity access

 – Limited access to smartphones or  
personal computers19

 – Currency conversion costs in cross- 
border payments

 – Lack of wealth to afford basic financial services

In general, where regulation is evenly applied, 
stablecoins are subject to the same adoption and 
inclusion hurdles as other forms of retail finance. 
Exceptions may be fleeting in nature: for instance, 
it may currently be possible in some jurisdictions 
to access and use stablecoins without meeting 
compliance requirements. However, it appears likely 
that stablecoins will eventually be subject to similar 
regulatory requirements as other digital payment 
services within a country. 

It is often suggested that stablecoins (or 
cryptocurrency in general) can address problems 
related to hyperinflation or price instability for 
citizens in some economies. This challenge was 
not a meaningful barrier in any of the case-study 

scenarios, as price levels in the countries studied 
have remained steady.20 Stablecoins might offer an 
easy and helpful way for an individual in a country 
experiencing high inflation to save funds in a hard 
currency such as the US dollar or Euro. That said, 
this ability may not be available at scale as it would 
entail a movement by citizens out of the domestic 
currency into the hard currency, which could lead to 
a currency crisis and escalate the price for citizens 
to purchase the hard currency using the local 
currency (as the value of the local currency relative 
to the hard currency would continue to decline). 

Such currency substitution could also create 
other de-stabilizing effects in the economy and 
interrupt the effectiveness of monetary policy 
aimed at stemming the crisis (to the extent that 
any such policy were introduced).21 Moreover, the 
ability for stablecoins to provide easier access 
to major foreign currencies in local economies 
with capital controls may be limited by regulation. 
For economies without capital controls, more 
research is needed to assess why access to 
these currencies is more available through 
stablecoins versus other financial services. 

While generally beyond the scope of this white paper, 
DeFi applications, which extensively operate with 
stablecoins, are assessed for their ability to meet 
financial needs, particularly as they relate to lending 
and insurance.22 While this space is in its early 
days, DeFi applications do not presently address 
identified gaps or meet the needs of the individuals 
and communities contemplated in the scenarios in 
this paper. It is conceivable that DeFi may provide 
value to the financially underserved in the future, 
although the relative benefits and risks will need 
to be assessed as the space develops, and their 
value-add relative to centralized financial services, 
assuming regulatory compliance, is not clear.23

Limitations of stablecoins for financial inclusion2.4
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Stablecoins, depending on their design, may introduce 
new – possibly serious – risks to users. The risks and 
downsides listed below (divided into financial/technical 
and non-financial/non-technical risks) are each present 
in at least one of the three scenarios in this report, 
with many present in multiple scenarios. The extent to 
which these risks exist in various stablecoins depends 
on their specific management and operations. While 
some stablecoins are demonstrating prudent financial 
management and are seeking and gaining regulatory 
approval, others have not yet succeeded in doing so.24 
These differences in the regulatory management of 
stablecoins are highly relevant to the consideration of 
risks. Some prominent examples of such differences 
include the following:

 – In 2018 the New York Department of Financial 
Services approved Gemini Trust Company 

LLC and Paxos Trust Company LLC to 
issue dollar-pegged stablecoins (namely, 
Paxos Standard, now called Pax Dollar, and 
Gemini Dollar), conditional on robust policies 
regarding anti-money laundering, anti-fraud 
and consumer protection measures.25

 – Meanwhile, Tether, the largest stablecoin in 
issuance which is most often used by traders 
to trade into and out of cryptocurrencies, is 
pegged to the US dollar and has $68 billion of 
outstanding tokens as of the time of writing.26 
However, Tether has not historically fully backed 
its tokens with highly liquid US dollar reserves 
and has at times held significant reserve 
shortfalls; it has also been found to repeatedly 
deceive clients about its reserves and is not 
permitted to operate in New York State.27

Risks of stablecoins in the financial  
inclusion context

2.5

Financial and technical risks

Stablecoins bring financial risks and downsides.  
The risk of losing stablecoin funds or losing  
access to those funds can arise from a number  
of factors, including:

 – Financial failure at the stablecoin provider, 
due to illiquidity or insolvency caused by 
a digital “run” on stablecoin reserves, or 
mismanagement or other failure of the 
reserve assets or stabilization mechanism28

 – Lost access to move funds (e.g. from losing 
one’s private key or passwords, particularly  
if the wallet is “self-custody”)

 – Stolen access to funds (e.g. if one’s private  
key or passwords are compromised), where  
bad actors steal funds

 – Accidentally sending funds to the wrong 
recipient (transactions are irreversible)

 – Falling prey to fraudulent schemes 
(stablecoins do not generally offer fraud 
protections or the ability to address such 
issues with human intervention)

 – Technical failure at the base-layer blockchain 
protocol or stablecoin smart contracts, due 
to software bugs, smart contract exploitation, 
cyber-attack or other issues29

Some of these financial risks are worth examining  
in more detail:

Lack of deposit insurance and full protections

Several stablecoins today lack important provisions 
and guarantees that protect users’ funds. As a result, 
funds with these issuers are likely to be at greater risk 
of loss than if they were held by regulated financial 
institutions. Unlike with domestic banking services 
in many countries, stablecoins are generally not 
subject to deposit insurance or the full protections 
offered by regulatory systems with respect to financial 
management and consumer protection. 

Not all stablecoins are fully backed

Reserve and stability management are of particular 
concern. For stablecoins pegged to a fiat currency, 
users may lose their funds if the stablecoin issuer 
is not fully backing the stablecoin with that cash 
or other highly liquid and high-quality assets 
denominated in the stablecoin’s currency and 
held in bankruptcy-remote accounts. Digital 
“runs”, where an escalating number of users 
lose confidence and rapidly sell and redeem 
stablecoins, are a risk for all types of stablecoins. 

Even where stablecoin issuance is fully backed by 
fiat deposits at the issuer’s account at a commercial 
bank, a run on the stablecoin, if large enough, could 

 While some 
stablecoins are 
demonstrating 
prudent financial 
management and 
are seeking and 
gaining regulatory 
approval, others 
have not yet 
succeeded in 
doing so
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force the commercial bank to rapidly unwind its  
loan portfolio to meet its deposit redemptions, 
causing stress to multiple banks. Deposit  
insurance would generally not be able to cover  
the stablecoin issuer’s entire account (in the US, 
deposit insurance currently covers up to $250,000  
of deposits per depositor).

Accidental loss of funds 

In the absence of consistent education around  
new stablecoin services, including the differences  
in how they operate, individuals may be at higher  
risk of mistakes that could lead them to accidentally 
lose their funds. 

Higher costs

Depending on infrastructure and system design 
(particularly the consensus algorithm and degree 
of decentralization in transaction validation), 
stablecoins in particular and cryptocurrency in 
general may involve higher costs per transaction 
than non-blockchain-based payment infrastructure. 
Higher costs arise from network-level transaction 
fees to incentivize validators in a public network, 
and from higher security requirements involved in 
decentralized transaction verification (for instance, 
energy-consuming computations in proof-of-work 
consensus algorithms and locked-up-capital in 
proof-of-stake consensus algorithms).30
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Non-financial and non-technical risks

Stablecoins also present a number of non-financial 
risks and downsides, outlined below.

Widening the digital divide and gender gap

Rather than strengthen equality, it is possible that 
stablecoins and their surrounding ecosystems 
and infrastructure, as well as blockchain-
based financial applications in general, could 
widen the “digital divide” and “gender gap” 
in access to financial services between those 
who are digitally and financially savvy, with 
smartphones and internet access, and those 
who lack these skills and technology.31

Early research indicates that users of cryptocurrency 
currently tend to be young, educated, male 
individuals who are already experienced in 
digital finance.32 Unless the ecosystem focuses 
deliberately on building inclusive models at scale, 
this trend may continue and stablecoins may 
risk increasing inequality in financial services and 
technology access, rather than addressing it.

Privacy risks

Stablecoins can create privacy risks for users owing 
to the public visibility of the ledger. While public 
addresses of users are often “pseudonymous” 

(where numbers rather than names are used to 
identify accounts), the identity of account owners 
could be compromised if the accounts are 
associated with certain transactions or patterns. 
Adequate privacy protections and practices may 
help to mitigate or even eliminate this risk. 

Concerns around illegality

Users may be subject to regulatory penalties 
if their use of stablecoins is or becomes illegal 
in a country, or if they improperly report their 
stablecoin activities for tax or other purposes.33 
Merchants may hesitate to accept stablecoins 
where they are not confident in their backing or 
they are suspicious of fraudulent activity.34

Higher complexity 

Stablecoins may include an intangible or time-
valued “cost of complexity” for individuals who are 
not accustomed to engaging with stablecoins and 
cryptocurrency, where individuals perform steps 
such as visiting a cryptocurrency exchange, setting 
up a digital wallet and provisioning it with funds, 
and other new activities. These barriers could 
be addressed through technical and educational 
efforts, but in the absence of such efforts, these 
barriers may prove to be significant.

Research indicates that the following factors 
correlate with lower-price remittances 
for a given corridor: remittance volumes, 
competition in remittance providers (particularly 
from money transfer operators) and 
accommodating AML/CFT regulations.35

While it is true that disintermediation from expensive 
parties involved with cross-border transactions 
can reduce costs, doing so does not necessarily 
require the use of decentralized systems and can 
also occur through competitive payment providers 
operating with centralized ledgers. Moreover, 
payments based on DLT may entail higher costs 
per transaction than those based on centralized 
technology, as discussed in section 2.5.

Said otherwise, the decentralization of payment 
transactions and settlement (in terms of the 

operations, agents and ledgers involved) does 
not fundamentally reduce or eliminate currently 
unavoidable, and high, costs related to currency 
exchange and regulatory compliance in cross-
border payments. This analysis assumes that any 
service complies with regulation; further, should 
regulations change, it is assumed that any potential 
cost savings would apply across all providers rather 
than favouring those that operate on decentralized 
infrastructure. Stablecoin providers thus may look to 
the world’s most inefficient remittance corridors to 
provide beneficial services where other providers do 
not yet operate (including intra-continental corridors 
such intra-African). 

For additional discussion on the risks and 
downsides of stablecoins, see the white paper  
in this series Digital Currency Consumer Protection 
Risk Mapping. 

Stablecoins and cross-border transactions2.6

 Unless the 
ecosystem focuses 
deliberately on 
building inclusive 
models at scale... 
stablecoins may 
risk increasing 
inequality in 
financial services 
and technology 
access, rather 
than addressing it
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For many of the scenarios discussed in this paper, the following requirements and conditions are necessary 
to achieve financial inclusion via the introduction of stablecoins. They are expected to be relevant in most 
jurisdictions.36 Several are also relevant requirements for existing digital payment solutions to enable wider access. 

Requirements for 
stablecoins to improve 
financial inclusion

3

 – High-quality and highly liquid reserve assets that 
fully back stablecoin issuance, paired with legal 
protections for users from issuer bankruptcy or 
insolvency, operational risk, market risk (volatility 
in cryptocurrency or other asset prices) and 
cybersecurity risk 

 – Minimum privacy, account recovery and/
or other consumer protection standards and 
capabilities so the potential for irreversible user 
error is reduced, particularly for those new to 
engagement with digital systems

 – Infrastructure to provide on-ramps and off-
ramps (e.g. physical agent locations or digital 
services for the transition from digital or physical 
fiat money to the stablecoin and back again)37

 – Adequate transaction scalability and  
processing speeds38

 – Sufficient technical resilience and robustness

 – Very low transaction fees for payments 

 – Sound financial governance and management, 
including safe and regularly audited custody of 
fiat or other assets backing stablecoins

 – Regulatory clearance and compliance for all 
relevant activities (e.g. money transmission, 
reserve fund management, consumer 
protections etc.) in the country or countries  
in which the sender and receiver live39

 – Acceptance with merchants (for purchases), 
government (for paying taxes or receiving 
benefits), employers (for receiving wages)  
or other relevant parties; interoperability  
with other payment rails and services40

 – Adequate internet availability and access

 – Adequate smartphone penetration (or ability 
for the financial service to operate on feature 
phones or other devices)41

 – Education aimed at achieving digital and 
financial literacy and numeracy, including 
awareness of digital and financial risks

 – Trust in digital and financial products

 – Cultural acceptance of digital payments and 
other financial services

 – National ID system or other ID solutions to  
meet KYC requirements

 – Regulatory clarity on the new technologies 
and financial products that may improve 
financial inclusion. Specifically for stablecoins, 
regulatory clarity on their treatment and a 
comprehensive regulatory framework that 
governs both domestic and international 
use cases is necessary in many jurisdictions. 
This includes guidance on cryptocurrency 
exchanges and whether banks can connect 
with them or other businesses engaging 
with cryptocurrency or stablecoins. 

Conditions specific to stablecoins and related 
infrastructure or other digital payment providers

General conditions for a jurisdiction to 
achieve financial inclusion, independent 
of the nature of the offering

3.1

3.2
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Cross-border remittances 
to Honduras (scenario 1)

4

Remittances represent a significant source of 
livelihood for much of the world and several 
papers have studied the impact of remittances 
on economic development.42 Remittance flows to 
low- and middle-income countries reached $540 
billion in 2020 – more than the sum of FDI and 
overseas development assistance combined – and 
they are projected to reach $553 billion in 2021.43 
Migrant inflows account for more than 6% of GDP 
(on average) for developing market economies, 
with some as high as 40% of GDP.44 The traditional 
costs of securely and efficiently managing and 
moving money across borders have been relatively 
high. According to the World Bank’s Remittance 
Prices Worldwide Database, the global average 
cost of sending $200 was 6.4% in the first quarter 
of 2021, which is more than double the Sustainable 
Development Goal target of 3.0% by 2030.45

In addition to monetary cost, the time-cost of 
remittances is also high. Research has measured 

the time-costs associated with sending and 
receiving remittances by surveying recipients in 
Mexico and senders in the US. The average time 
spent standing in line for people who send funds 
using traditional remittances is 30 minutes – this 
adds up to 10 days over a lifetime.46 For people 
receiving traditional remittances, the spent waiting 
per transaction is 41 minutes or 15 days over a 
lifetime. On aggregate, Americans spend nearly 300 
million hours standing in line and walking to and 
from a remittance-sending location. On the receiving 
end, Mexicans spend over 100 million hours 
standing in line and walking to and from a remittance 
pick-up location.47 Remittances also entail an 
aspect of physical danger for the individuals who 
send or pick up physical cash from a designated 
location, especially for women and the elderly. 

This scenario will explore the challenges associated 
with remittances and whether stablecoins can 
mitigate them in meaningful ways.

José is an immigrant from Honduras who currently 
lives in Houston, Texas. He emigrated to the United 
States recently. José’s wife Maria and their children 
did not make the journey north with him and live 
with Maria’s family in a rural village approximately 
30km outside of San Pedro Sula in Honduras.

Every week, José sends money back to Maria to 
support their family and save up to buy a house.48 
However, as José is an undocumented worker in 
the US, without a government-issued ID, social 
security number or credit score, he faces barriers 
to opening a local bank account. Maria does have 
a bank account, but the closest commercial bank 
is approximately one hour away from her home. 

Both José and Maria have access to smartphone 
devices and are reasonably comfortable with using 

technology.49 Coverage of electricity and  
cell service is not an issue for José, as he’s  
located in a large, urban area. Meanwhile,  
Maria generally has adequate electricity but 
occasionally experiences internet connectivity 
outages in her village. 

José and Maria have enough general wealth to 
engage in financial services (namely remittances), 
although many other Hondurans are not as 
fortunate. Honduras is one of the poorest  
countries in the world, with more than 66% of  
its population living in poverty and approximately 
one in five of its rural residents living in extreme 
poverty (less than $1.90 per day), according to  
the World Bank.50 Indeed, 46% of adults report  
not having a bank account due to insufficient  
funds or lack of money.51

Background to remittances

A contemporary remittance story: José

4.1

4.2

 According to 
the World Bank... 
the global average 
cost of sending 
$200 was 6.4% in 
the first quarter 
of 2021, which is 
more than double 
the Sustainable 
Development 
Goal target of 
3.0% by 2030
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The need to transfer value

The need to maintain liquidity

The need to stay resilient to financial shocks

The need to meet goals

With his wages paid in physical cash and without 
access to a bank account to transfer value across 
international borders, José must use a money 
transmitter in the US that accepts physical cash, 
such as MoneyGram or Western Union. On the 
receiving end, Maria can receive the remittances 
to either her bank account or her mobile phone. 
She uses TIGO Money, a popular mobile money 

platform operated by one of the country’s largest 
telecom providers. MoneyGram and Western Union 
serve as agents for TIGO Money in the US, enabling 
José to send US dollars in cash through the agents 
to Maria, who receives the funds to her TIGO Money 
account.52 The remittance generally arrives within 
the hour or on the same day and costs about 2-4% 
depending on how much money José sends.53

As an undocumented worker in the US, José’s income 
stream is cash-based and dependent on his ability 
to find and maintain regular employment. Given his 
reliance on cash, José needs to carry a certain amount 
to meet his expenses at any point in time. Thus, José’s 
ability to maintain enough liquidity requires constant 
cash management, balancing the risk of carrying extra 
cash should it be needed, compared to the time it 
would take to retrieve additional cash.

Maria’s job at the local textile factory provides  
a more reliable and steady stream of income,  
but it is insufficient to support her family and  
save for a house, so she is reliant on the 
remittances from José each week. Additionally, 
despite access to a traditional bank account,  
Maria is also highly reliant on cash; the use of  
credit and debit cards remains rare in Honduras  
and she does not have one.54

Due to the lack of credit facilities available to 
them, José and Maria rely on family and friends in 
Honduras for support during times of unexpected 
financial hardship, caused for example by illness  
or job loss. Neither José nor Maria can afford 
private health insurance, so if either of them  
(or their children) become ill they are reliant on 
public health services and may suffer lost wages  
(or even unemployment) if they cannot get 

treatment in a timely manner that allows them  
to return to work.55

Additionally, José requires a car to commute 
to work as he often needs to drive to job sites 
not served by public transport, while carrying 
equipment and tools. As such, should José  
lose access to a car, he may also lose wages  
or even his job.

As they save money to buy a house, Maria can 
take advantage of her bank access to put money 
(including funds received from remittances) into 
a savings account that earns a modest amount 
of interest. However, Maria has limited access to 
credit for large purchases, as retail loan markets are 
very limited in Honduras, with siloed credit scoring 
programmes and often punitive interest rates.56 

Meanwhile, José does not have a bank account, 
but the large Honduran community in Houston 
affords him the opportunity to join a tanda – a 
community savings and lending circle that allows 
him to save towards various goals. Tandas typically 
do not offer interest, but they do allow José to save 
towards known goals or for unexpected expenses 
that may arise. 
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Existing barriers assessment 4.3

Socio-cultural/demographic barriers

Infrastructure barriers

Financial barriers

Financial literacy: José and his wife Maria are 
digitally and generally literate and comfortable 
working with numbers, but they have low financial 
literacy. While they understand the mobile money 
and savings programmes they engage with, they 
are unaware of additional financial services that 
could benefit their family. Although more than 87% 
of adult Hondurans (age 15+) are literate, the issue 
of financial literacy remains a serious concern.57 

According to Standard & Poor’s Rating Services 
Global Financial Literacy Survey, Honduras ranks 
123 out of 144 countries, with a financial literacy rate 
of 23% compared to the world average of 33%.58 

Distrust and privacy preferences: As an 
undocumented immigrant, José is wary of  

engaging with formal financial services for fear  
that the US government could learn about  
his status as an undocumented worker and  
deport him. 

Physical security challenges: For Maria, the  
issue of security is extremely relevant. Honduras  
is one of the most violent and dangerous  
countries in the world, especially for women.59 
While Maria can receive her remittances digitally  
and use TIGO Money for some payments, she  
must still use cash for several day-to-day 
transactions with merchants in her town. While  
she carries small amounts of cash, she may be 
targeted for theft in her daily life, especially after 
visits to the bank. 

Internet connectivity: Living in a major urban 
area, José does not typically have issues related 
to internet connectivity or electricity outages. 
However, Maria’s remote rural location can result in 
common internet connectivity challenges. Access 
to electricity has been improving and is no longer an 
issue: rural populations in Honduras reached 81% 
electricity access in 2018. 

Identity documentation: Access to identification 
is not an issue for Maria (84% of the Honduran 
population has a national identity card).60 For José, 
the issue is more complicated. As a non-resident 
living in the US, he may be eligible for an Individual 
Tax Identification Number (ITIN) that he could use 
as a form of ID, which would allow him to open a 
bank account. However, José’s preference is to 
preserve his privacy, given his immigration status 

and concerns around deportation. He has therefore 
chosen not to explore this possibility.61

Lack of physical proximity or availability of 
services that fit needs: For Maria, her bank is one 
hour away, creating a challenge of physical access 
and proximity when she needs to conduct banking 
transactions such as withdrawing cash from the 
bank to use in town.

Honduras lacks a developed market for retail 
loans where individuals can access credit for 
large purchases or expenses and develop a credit 
history that can be applied nationally. While health 
insurance is not required to access public healthcare 
in Honduras, the country lacks an effective public 
healthcare system that can reliably treat citizens in 
the event of serious healthcare needs. 

Affordability: José and Maria face some affordability 
challenges. First, they cannot afford private health 
insurance. Second, money transmitters in the 
US that accept cash charge about 3.6% in fees 
on average to send about $200 from the US to 
Honduras.62 While this amount is much lower than 
the 6.4% global average, if José were to remit $200 a 
week, he would pay about $7 per week or $375 per 
year in remittance fees, which equate to one or two 
weeks’ worth of income for the average Honduran.63 
The average cost of sending $500 at a time from the 
US to Honduras is even lower at 2.1%.64

Digital financial history: Only about 34% 
of Honduran adults borrowed money in the 
past year, lower than the Latin American and 
Caribbean average of 38%, and well below the 
average for low-income countries of 46%.65 
The fact that Hondurans are unlikely or unable 
to borrow money limits their ability to build 
a credit history. While both Maria and José 
take advantage of community-based financial 
programmes, lending activity in these programmes 
is unlikely to be reported to credit bureaus. 
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Potential impact of stablecoins: filling unmet needs 4.4

Unmet need #1: The ability for José to send remittances to  
Maria at lower cost

José faces barriers – most notably, the lack of a 
government ID – that currently prevent him from 
owning and operating a stablecoin account from 
the US. If some of these barriers were addressed 
and he were able to open a bank account (allowing 
him to fund stablecoin purchases) or to access an 
exchange to purchase stablecoins, then José would 
also be able to send money using digital remittance 
services (e.g. World Remit, Remitly or Xoom). Both 
the stablecoin service and the fully digital remittance 
service would save José time by eliminating the 
need to visit a physical agent in Houston. Thus, 
once certain financial inclusion barriers related to 
the fiat-to-digital “on-ramp” are addressed, multiple 
options for smoother digital remittances are available 
to José, including but not limited to stablecoins.

Stablecoins can serve as an alternative method  
for sending funds internationally, particularly where 
there is a lack of competition from remittance 
providers. In José’s case, the average cost of 
sending remittances from the US to Honduras is 
2-4% and funds arrive often within the hour or the 
same day.66 Once José can access stablecoins, 
he could compare the total costs of sending 
remittances through stablecoins versus available 
blockchain-based money transmitters. If he were 

able to access stablecoins, they might provide a 
cheaper method for remittances than the 2-4%  
he is currently paying. 

Assuming stablecoins are subject to regulation 
and compliance requirements, it is not axiomatic 
that sending remittances through a decentralized 
payment network would be cheaper than 
with payment networks based on centralized 
technology. While decentralized technologies such 
as stablecoins may offer an alternative payment 
platform and corridors where efficient ones do not 
exist, centralized and decentralized technologies 
are equally able to operate payment networks in 
a manner that includes few intermediaries (i.e. the 
centralized payment provider may serve as the sole 
major intermediary in the process, if it is able to 
operate internationally). 

Moreover, in both cases, current AML/KYC/
CFT compliance and other regulatory costs are 
irreducible, and currency exchange costs are 
unavoidable. Stablecoins might entail an additional 
currency exchange where users are unable to 
exchange the stablecoin with local fiat currency. 
Table 2 displays the cost components of sending  
a cross-border remittance through stablecoins.67

Areas of unmet need are listed below, followed by a discussion of the benefits 
that stablecoins could bring to each area. 

+ Potential exchange cost for converting starting fiat currency to stablecoin  
(only relevant if stablecoin is denominated in another currency)

+ Network or service-provider transaction fee

+ Potential exchange cost for converting stablecoin to recipient’s fiat currency  
(only relevant if stablecoin is denominated in another currency)

+ Any off-ramp fees that may be necessary for moving funds from the exchange or 
other service into fiat money (digital or physical) that can be readily spent in the economy 

(this could be lessened if stablecoins obtained wide use, including with merchants)

= Total cost of sending a remittance through stablecoins

Cost components of sending a cross-border remittance through stablecoinsTA B L E  2

Any on-ramp fees (e.g. from agents, banks, credit cards etc.) 
necessary for moving fiat money (digital or physical) onto an exchange 

or other service that enables the purchase of stablecoins
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Unmet need #2: Availability of loan options with affordable  
pricing and ability to develop a credit history that can be used  
across many loan providers in Honduras

Unmet need #3: Access to affordable and suitable health and  
automotive insurance

Currently, neither stablecoins themselves nor 
applications developed in blockchain and DLT 
ecosystems (such as DeFi applications) offer lending 
services that meet this need for Maria and José. 

While DeFi applications exist on blockchain 
technology that allow users to engage in peer-to-
peer lending and borrowing, loans are denominated 
in cryptocurrency (including stablecoins) and 
usually require over-collateralization due to volatility 
in collateral assets (particularly in non-stabilized 
cryptocurrency) and absence of credit evaluation. 
They also typically entail non-trivial transaction fees 
and borrowing interest rates (for instance, the current 
cost to borrow the USD Coin stablecoin in Aave and 
Compound, two leading DeFi lending protocols, is 
approximately 8%).68 Some DeFi services are starting 
to perform credit evaluation on borrowers, with a 
goal to draw from data and financial history outside 
the blockchain ecosystem in the future.69

Assuming consistent regulation is enacted, the 
advantages these services may present relative 

to those based on centralized technology 
infrastructure are unclear (while disadvantages 
related to consumer protection and the use of 
cryptocurrency are present), although they may 
serve to fill a gap where other lending services 
do not exist because of a failure to provide such 
services on the part of existing institutions. 

It is also possible that a publicly visible payment 
history from using stablecoins could be used for 
credit-underwriting. However, this would require 
extensive use of stablecoins for payments, which 
is currently unfeasible in Honduras owing to factors 
including highly limited acceptance, requirements 
to employ a smartphone, on/off-ramp and 
currency exchange frictions and the presence of 
transaction fees. It also entails privacy risks, as 
user transactions are generally visible on the public 
ledger. Lastly, it is possible for payment histories 
to become visible or shareable using data from 
mobile money providers operating on centralized 
technology, which could address this problem 
without the need for a new system.

Currently, neither stablecoins themselves nor 
decentralized finance applications developed 
in blockchain and DLT ecosystems (such 
as DeFi applications) offer suitable health 
or automotive insurance policies that fit this 
need for José and Maria. As a result, they 
are unable to meet this need today. 

Overall, the insurance market suffers from both 
a lack of data on individual customers for risk 
assessment and on market data from which to 
derive risk models. It is possible in the future that 
if individuals utilize a stablecoin for a wide array 
of financial activities, that data could potentially 
be leveraged by insurance companies to offer 

tailored services while better understanding the 
broader environment. That said, this activity 
can entail privacy risks and is predicated on the 
extensive use of stablecoins, as discussed above. 

Regardless of the technology infrastructure that 
underlies the insurance solution, data collection for 
insurance underwriting could create discrimination 
against those with little activity as they grow their 
profile or against those with unfavourable activity, 
resulting in exclusion or high premiums. There 
is the risk of bias as data informing risk models 
needs to be representative. Biases that can result 
from data gathering can arise with both centralized 
and decentralized technology infrastructure.

 Biases that can 
result from data 
gathering [for 
insurance and 
loan underwriting] 
can arise with 
both centralized 
and decentralized 
technology 
infrastructure
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Digital, financial and/
or general literacy & 

numeracy challenges

Social, cultural & 
political barriers 
(incl. religious & 
gender-based 

barriers, cultural 
views of money)

Limited internet 
connectivity

NO – Stablecoins generally require higher digital 
literacy than pre-existing services and have weaker 

consumer protections. They may especially pose a risk 
to those who are not financially or digitally savvy.

This barrier is not present in this scenario.

NO – Stablecoins do not meaningfully resolve barriers related 
to low internet connectivity. Usually, the internet is needed 
for transactions with stablecoins. However, as with other 

financial technology, Bluetooth and near-field communication 
(NFC) networking could be employed for offline transactions 
in proximity, and the payment network may tolerate a limited 
number of offline transactions during short periods. Double 
spending risk is often present in these activities, as it is hard 

to account for ownership changes in the digital money.

Potential impact of stablecoins: addressing 
barriers to inclusion

4.5

In addition to their ability to address gaps for products and services, stablecoins 
can also be assessed against their ability to address barriers to financial 
inclusion. Table 3 describes whether stablecoins meet and address the specific 
financial inclusion barriers and challenges in this scenario.

Distrust of financial 
service providers and/
or government (incl. 
privacy concerns)

Weak or unreliable 
electricity supply

Physical safety 
concerns accessing 

services 

MAYBE – Stablecoins often enable transactions from 
pseudonymous accounts, which could alleviate some of 

José’s privacy concerns related to deportation. That said, 
from a technical perspective they are currently no more 

able to do so than other financial services. In both cases, 
compliance requirements necessitate José’s identity and 
documentation to be provided, offsetting this opportunity.

This barrier is not present in this scenario.

MAYBE – While Maria has access to mobile and bank payments, 
she must still use cash for many daily purchases. Any digital 

payment services (including but not limited to stablecoins) that 
are widely adopted by merchants and thus reduce Maria’s 

need for cash would reduce her physical safety risks. 

Socio-cultural/Demographic barriers

Do stablecoins address financial inclusion barriers in scenario 1?TA B L E  3

Challenges present  
in scenario 1

Financial 
inclusion barrier

Do stablecoins address the challenges for this scenario?

Infrastructure barriers
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Lack of government-
issued identity 
documentation

MAYBE – Stablecoins will generally be subject to compliance 
requirements for identity documentation for AML/CFT purposes, 
particularly for transaction sizes that exceed certain thresholds. 
Small transaction sizes may not require identity documentation, 

for stablecoins or pre-existing money transmitter services 
(no unique value-add of stablecoins, assuming regulation 

is applied equally to them and pre-existing services).

Limited access 
to mobile phones 
(smartphone or 
feature phone)

Lack of physical 
proximity to or 

availability of services 
that fit needs

This barrier is not present in this scenario.

NO – Stablecoins are not currently accessible to José and 
thus do not solve these barriers. Once accessible, they may 
resolve Maria’s physical proximity challenges, to the extent 
they serve as a substitute for banking activities. They may 

also support the development of credit or insurance services 
in the future, although this possibility is uncertain and it 

is not clear that such services would be more suitable or 
available than with centralized technology infrastructure.

Lack of digital 
financial history

MAYBE – A publicly viewable stablecoin transaction ledger 
could be used as a new form of information on payment/
financial history and account balances to underwrite loans 
and insurance. That said, the stablecoin would need to be 

heavily used and this practice entails privacy concerns.

High prices & 
fees for financial 

products & services 

Minimum balance 
requirements

MAYBE – It is possible, though not guaranteed, that the total cost 
of a stablecoin transaction for the case of the US-Honduras corridor 

is cheaper than José’s current options, which cost approximately 
2-4%. Once stablecoins become accessible to José and Maria, 

the costs of each method can be identified and compared. 

This barrier is not present in this scenario.

José currently cannot access stablecoins as he 
lacks identification that would allow him to open a 
bank or other financial account that would serve as 
the on-ramp for him to convert his US dollar cash 
wages to stablecoins. If fiat-to-stablecoin exchange 
were unnecessary (for instance if José’s employers 
pay him in stablecoin), José may need to have 
government ID to legally use a stablecoin wallet due 
to the AML/CFT compliance requirements. In short, 
the benefits of using stablecoins for remittances 
will be limited by many of the same financial 
inclusion barriers José already faces. Moreover, 
once the barriers that allow for stablecoins are 
addressed, José would also be able to access a 
bank account from which he could send funds 
to Maria using a digital remittance provider. 

Applying this scenario to cases around the 
world, the value proposition for lowering the cost 
of remittances depends on an analysis of the 
total costs of sending a stablecoin transaction 

versus remittances using pre-existing options. 
High-potential regions are those where pre-
existing remittance costs are high and where 
local conditions enable the use of stablecoins 
(e.g. presence of requisite digital infrastructure, 
regulatory clarity etc.). In these cases, sending 
remittances through stablecoins might be cheaper. 
Corridors with low competition from remittance 
providers, such as intra-African corridors, appear 
more likely to benefit from new remittance options. 

Where remittance corridors are already efficient, 
the total cost of stablecoins coupled with risks 
such as accidental loss of funds or private keys 
may make them less favourable than pre-existing 
options. Moreover, careful recognition of the 
pre-requisites for individuals to realistically access 
stablecoins is necessary. Once many of those are 
met, pre-existing fully digital remittance options 
are also likely to become accessible and may 
provide a viable or even preferable alternative.

Financial barriers
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Financial inclusion for 
SMEs in India (scenario 2)

5

Small and medium enterprises (SMEs) constitute 
about 90% of businesses and more than 50% of 
employment worldwide.70 In developing economies, 
formal SMEs contribute up to 40% of GDP and create 
7 out of 10 jobs. These numbers are likely to be 
significantly higher when informal SMEs are included. 
Despite their importance to economic growth, access 
to finance is a key obstacle facing SMEs as they 
attempt to grow their businesses. It is estimated that 
40% of these enterprises in developing countries 
have unmet financing needs amounting to $5.2 trillion 
every year. This funding gap often leaves them relying 
on personal funds or funding from friends and family. 

India has more than 63 million SMEs, accounting for 
over 80% of all industrial enterprises in the country. 
The credit gap for Indian SMEs amounts to $230 
billion, posing serious working capital challenges.71 
These challenges are a result of a working capital 
cycle where SMEs are required to pay upfront 
for their inputs and employees, while waiting for 
sales to result in payment. In times of stress, the 

likelihood that payments are delayed increases and 
exacerbates an already vicious cycle.72

These troubles are felt even more strongly by 
women in India. Social attitudes and biases, 
difficulty in securing collateral-based loans and 
low financial literacy are often cited as reasons 
for a lack of access to institutional finance. As 
most women do not hold property, they are often 
excluded from collateralized loans. And since most 
women-owned SMEs (95%) are unregistered, they 
are not eligible for institutional finance. Plus, women 
are turned down for credit at a rate twice that 
of men. Finally, according to survey data, Indian 
females leading SMEs that do receive funding are 
often underserved, with a sanctioned loan amount 
averaging just 68% of the amount required.73

This scenario will explore whether stablecoins could 
help bridge the SME funding gap and overcome the 
gender bias currently evident in access to institutional 
finance for SMEs in India, among other challenges. 

Gita is an entrepreneur operating an international 
kitchenware reseller that has enabled last-mile 
delivery to rural areas a few hours north of New Delhi. 
Her company sells international goods, typically 
sourced from China, that she buys in New Delhi and 
transports to communities around her hometown. 
Gita leverages intermediaries as her suppliers since 
her current order sizes are not sufficient to justify 
freighting separate containers directly from China. 

Gita’s company currently employs five people: 
three drivers, an employee responsible for sourcing 
located in New Delhi and an administrative 
assistant. Gita focuses on gaining new clients 
in her surrounding villages while defining the 
strategy of the company. The company has a 
small office in Gita’s village, rents a small office 
in New Delhi, and owns two small trucks and 
a car, which are available to her drivers.74

Background: unmet needs of SMEs in India

Challenges of a small business in India: Gita

5.1

5.2

The need to transfer value

Gita has three main needs when it comes to transfer 
of value. First, Gita needs to pay her employees. 
This is typically done in cash for deliveries that 
have already been completed, when the drivers 
pick up inventory for a new delivery. It is difficult 
for the drivers as they typically do not return to 
the company’s headquarters soon after a delivery, 
leaving them without payment for a period. As the 

team grows, finding a solution to manage the payroll 
has become increasingly critical. 

Second, Gita needs a convenient way to receive 
payments from her clients. Payments are typically 
collected in cash by the drivers at the time of 
delivery. As a result, her drivers can sometimes be 
carrying large sums of cash over long distances, 

 Despite the 
importance of 
SMEs to economic 
growth, access 
to finance is a 
key obstacle 
they face as they 
attempt to grow 
their businesses
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which can put them in danger of theft. They also 
only deliver the cash to Gita when her town is 
close to their route, which means she does not 
have immediate access to those funds. India is 
very much a cash-economy. Consequently, while 
Gita would prefer digital payments from her clients, 
they still prefer to pay in cash. Motivations for 
cash use by consumers in some regions of India 

appear to include the avoidance of sales taxes and 
expectations that digital payments made to small 
retailers will entail higher fees than cash payments.75

Third, Gita must pay her suppliers, which she 
typically does by bank cheque. This can occur 
when she or her drivers visit New Delhi to purchase 
inventory from the suppliers.

The need to maintain liquidity

The need to stay resilient to financial shocks

The need to meet goals

Cash usage causes a delay between the time at 
which Gita pays for her goods from the suppliers to 
the point at which she receives cash payment for 
the same goods from her drivers. Gita thus often 
struggles with cash flow issues. In addition, there 
is seasonality to her business with summer sales 

being much higher than winter sales. While she can 
lower purchase of inventory during those times, she 
still has fixed costs she needs to cover such as rent 
and internet service. Gita wishes she had access 
to loans or a line of credit that could help her cover 
costs while she awaits payments.76

Gita’s primary business risk is her vehicles. They are 
dated and only have the minimum required third-
party liability insurance. This leaves her vulnerable 
to costs associated with accidents caused by her 
drivers. She is also unsure whether the personal 
vehicles that her drivers sometimes use are covered. 
Many Indians stop purchasing mandatory car 
insurance after the first few years of car ownership, 
with over half of vehicles registered still uninsured.77 

Road accidents are common in India, and they 
can not only damage the car but also damage the 
merchandise and injure her driver. In addition, the 
roads to the villages she serves are of low quality 
and have damaged her vehicles. If a car needs 
repair, Gita must worry about paying repair costs 
as well as dealing with a delay in deliveries or the 
need to pay her drivers extra to use their own cars. 
Vehicle theft is also on the rise.78

When Gita first started her business, she did so 
with the financial support of her family. However, 
now that she’s looking to expand, her family cannot 
help her cover the amounts required. Looking to 
the future, she would first like to start upgrading 
her vehicles and buying more of them. She needs 
financing for new vehicles. 

Gita would also like to be able to offer faster 
delivery and more selection by holding an 
inventory of products. This would require her 
to rent storage space as well as obtain the 
capital to purchase additional inventory. 

Existing barriers assessment5.3

Socio-cultural/demographic barriers

Digital and financial literacy: While Gita is digitally 
and financially literate, some of the people with 
whom she engages in financial operations may 
not be (this could include customers, drivers and 
suppliers). Across India there is a low financial literacy 
rate of 24%, which is below the world average.79

Socio-cultural factors: India has a cultural 
preference for cash over digital payments 

(see section 5.2), limiting the popularity 
of mobile and bank payments.

Gender inequality, particularly regarding financial 
access, is a significant issue in India. World 
Bank Findex data shows that females in India 
lag their male counterparts in numerous financial 
areas, including account ownership, debit card 
ownership, mobile phone subscriptions and access 
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Infrastructure barriers

Financial barriers

Internet connectivity: Gita, like 95% of Indians, 
has access to electricity. However, only about 50% 
of the country has internet access. Gita’s small New 
Delhi office has internet access and she travels 
there when she needs to perform monthly business 
activities.82 However, many of her clients have 
limited or no internet access, challenging their ability 
to engage with internet-based digital payments.

Mobile phone access: Gita does not currently have 
a smartphone, but she’s been considering upgrading 
to one from a feature phone for her business. While 
there is a trend that Indians are moving from feature 
phones to smartphones, only about 26% of Indians 
(and 14% of Indian women) own a smartphone.83

Lack of availability of services that fit needs:  
India has a growing mobile payment industry; 
however, mobile payment transactions remain 
under 20% of point-of-sale transactions.84  
India’s Unified Payments Interface (UPI)  
supports mobile money activity; UPI is a  
banking industry-sponsored protocol that  
allows for mobile payments to move funds  
directly to and from an individual’s bank a 
ccount. Mobile money systems that do not  
require a bank account have slowed down in 
growth, leaving those without bank accounts  
with few, if any, options.85 Thus, Gita’s clients 
without bank accounts are less able to leverage  
the mobile payment systems available.

Lack of financial history: More than 80% of all retail 
outlets in India – most of them sole proprietorships or 
“mom-and-pop” shops – operate in the cash-driven 
economy. Gita’s business is included, although she 

pays cheques to her suppliers. Because a large 
part of their trade happens in cash, owners of these 
businesses often do not generate the strong financial 
records needed to apply for a bank loan.86

to emergency funding.80 Women also repeatedly 
report having more difficulty in obtaining financial 
services. Loan applications of female entrepreneurs 
are more likely to be delayed or rejected. Over 
70% of the total finance requirement of women 
entrepreneurs in the country is considered unmet.81

Physical security concerns: Receiving her 
payments in cash makes Gita very aware of  
security issues. She is worried for the safety of  
her drivers that are collecting the cash. Carrying 
large sums of money makes them vulnerable to 
theft and physical harm.

Potential impact of stablecoins: filling unmet needs 5.4

Areas of unmet need are listed below, followed by a discussion of the benefits 
stablecoins could bring to each. 

Unmet need #1: Ability to receive sales revenues and to pay  
employees electronically, in order to maintain cash flow and  
liquidity, and reduce safety and security risks

With digital payments of any kind (including but 
not limited to stablecoins), Gita could receive sales 
revenues and pay employees electronically rather 
than with cash. Currently, preferences for cash usage 
instead of digital payments, and barriers related to 

internet availability, digital and financial literacy, mobile 
phone access and other factors inhibit Gita’s ability to 
use pre-existing mobile and bank payment options 
with her employees and customers. These barriers are 
not necessarily overcome or avoided by stablecoins.87

Unmet need #2: Loans to grow the business and manage liquidity 
during sales seasonality

Currently, Gita cannot take out loans due to her 
limited financial history and, potentially, gender 

biases. As discussed in scenario 1, transaction 
history as captured by stablecoins could 
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Potential impact of stablecoins: 
addressing barriers to inclusion

5.5

In addition to their ability to address gaps for 
products and services, stablecoins can also be 
assessed against their ability to address barriers 

to financial inclusion. Table 4 describes whether 
stablecoins meet and address the specific financial 
inclusion barriers and challenges in this scenario.

Unmet need #3: Affordable and suitable insurance options for  
Gita’s delivery vehicle fleet 

As seen in scenario 1, neither stablecoins 
themselves nor applications developed in blockchain 
and DLT ecosystems (such as those in the DeFi 
ecosystem) currently offer insurance policies that 
suit this need of Gita’s. While such services may 
be developed in the DeFi ecosystem in the future, 

it is not evident that insurance products and 
services operating on DLT will offer benefits relative 
to traditional or centralized-technology options 
(assuming even regulation). They may also present 
risks to user privacy, as transactions operating on 
public blockchains are generally publicly visible.88

possibly be shared with credit providers for loan 
underwriting. For an SME, this practice would  
be similar to cashflow-based loans suitable for 
SMEs with limited collateral. Other forms of  
digital payments also have this capability and  
this practice can entail privacy risks. 

New DeFi projects and applications might  
possibly provide Gita with access to suitable 
and affordable lending services in the future, 

notwithstanding the challenges related to DeFi  
listed in scenario 1. However, assuming even 
regulation and wide access for both, it is currently 
unclear (particularly given the nascency of DeFi 
offerings) in what manner such DeFi lending 
applications would reduce biases stemming  
from gender or offer more suitable or accessible 
services than lending solutions operating on 
centralized infrastructure. As DeFi evolves, this 
clarity may emerge.

Digital, financial and/
or general literacy & 

numeracy challenges

NO – Stablecoins generally require higher digital literacy than pre-
existing services and have weaker consumer protections. They may 

especially harm those who are not financially or digitally savvy.

Distrust of financial 
service providers and/
or government (incl. 
privacy concerns)

Physical safety 
concerns accessing 

services 

This barrier is not present in this scenario.

MAYBE – Any digital payment solutions that are widely adopted, 
including but not limited to stablecoins, could address this issue 

for Gita’s firm. Cultural preferences towards cash are likely limiting 
adoption of pre-existing mobile and digital payment solutions. 

Socio-cultural/Demographic barriers

Do stablecoins address financial inclusion barriers in scenario 2?TA B L E  4

Challenges present  
in scenario 2

Financial 
inclusion barrier

Do stablecoins address the challenges for this scenario?
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Limited internet 
connectivity

NO – Stablecoins do not meaningfully resolve barriers related to 
low internet connectivity (see scenario 1 for further information).

Weak or unreliable 
electricity supply

This barrier is not present in this scenario.

Lack of government-
issued identity 
documentation

This barrier is not present in this scenario.

Limited access 
to mobile phones 
(smartphone or 
feature phone)

Lack of physical 
proximity to or 

availability of services 
that fit needs

NO – Stablecoins currently require smartphone 
(or personal computer) access.

MAYBE – Stablecoins might serve as an alternative for 
mobile money payments in the absence of mobile money 
options in India for those who lack a bank account. Non-
blockchain based mobile money services, to the extent 
they become available, could equally address this gap.

Lack of digital 
financial history

MAYBE – A publicly viewable stablecoin transaction ledger could be 
used to share payment and financial history and account balances 
to underwrite loans or insurance. That said, the stablecoin would 

need to be heavily used and this practice entails privacy concerns. 

High prices & 
fees for financial 

products & services 

Minimum balance 
requirements

This barrier is not present in this scenario.

This barrier is not present in this scenario.

Social, cultural & 
political barriers 
(incl. religious & 
gender-based 

barriers, cultural 
views of money)

MAYBE – Stablecoins may enable more equal lending access for 
Gita in the future, although not necessarily in a manner that is better 

relative to other technologies. Apart from potentially supporting 
tax avoidance (which is contradictory to public policy goals and 

may disappear with mandatory KYC procedures), stablecoins do 
not generally address cultural preferences in India towards cash.

Overall, stablecoins in their current form generally 
do not resolve acute areas of unmet need and 
barriers to financial inclusion for Gita and her  
small business. They could serve as a method  
for Gita to engage in digital payments with her 
clients and staff (in the absence of other digital 
payment services), but not in a manner that is 
necessarily more appealing or beneficial (while 
still being compliant with tax policy) than other 
pre-existing or future mobile or bank payment 
options. The benefits that stablecoins can provide 
largely relate to filling a gap for digital payment 

infrastructure and product options available to those 
without a bank account. 

A final and critical issue to consider is that usage 
of a stablecoin in India could put Gita at risk of 
legal difficulties. This is due to recently proposed 
legislation that would criminalize possession, 
issuance, mining, trading and transferring of crypto-
assets within India.89 While this legislation may not 
be passed, it could be risky for Gita to currently 
adopt any stablecoin that is not officially sanctioned 
by the Indian government. 

Financial barriers

Infrastructure barriers
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International wages in the 
online labour economy 
(scenario 3)

6

The internet has given rise to a widespread global 
online labour economy. Also known as the “gig 
economy”, it has enabled previously non-existent 
employment opportunities for millions around the 
world, including in developing economies. The 
online labour market in professional services, which 
engages a significant number of contracted workers 
from developing nations, constituted $7.7 billion 
in gross volume in 2018. It is estimated to grow to 
$17.4 billion in 2023.90

In particular, the increase in internet penetration on 
the African continent has meant young Africans, 
who make up over 60% of Africa’s population,91 
have found paths to employment across national 
borders. According to GSMA data from 2019, 272 
million people in sub-Saharan Africa are mobile 
internet users, correlating to a penetration rate of 
26%. It is predicted that by 2025, the penetration 

rate will reach 39%, resulting in 475 million mobile 
internet users.92

This uptick in internet penetration has led to skilled 
Africans, especially in the domains of technology, 
graphic design and website design, providing their 
skills to the global labour marketplace. With half 
of the demand for such labour originating from 
the US, followed by the United Kingdom, Canada 
and Australia,93 one challenge this new landscape 
presents is that of international wage payments.

This scenario will explore whether stablecoins 
could help overcome the current wage payment 
challenges faced by individuals who work remotely 
and receive payment for their services from 
overseas. Do stablecoins improve the ability for 
tech-enabled “gig economy” workers on the African 
continent to be paid across borders? 

Yannick is a 25-year-old web and graphic designer 
who lives in his own apartment in Yaoundé, 
Cameroon.94 He comes from a lower-middle class 
family and has three siblings. Apart from fulfilling 
his own financial needs, he has financial obligations 
toward his family. He has an elder brother who 
lives in the US and together they provide financial 
support for the education of their younger siblings, 
one of whom is in secondary school and the 
other at university. They also support their parents 
financially in meeting all other family needs.

For the past three years, Yannick has been doing 
freelance work for a variety of companies based 
abroad. Most recently, he’s been working with a 

real estate development company headquartered in 
Florida, US. Yannick renders his services and gets 
paid on a per project basis. Therefore, payment is 
received upon completion of a project, or on the 
completion of milestones for longer-term projects. 
This averages out to monthly payments for his 
services given the nature of most projects.

Yannick is digitally and financially savvy. He has  
a bank account, government ID and smartphone.  
He is among the 30% of Cameroonians with an 
account at a financial institution and his educational 
status, steady work and urban dwelling allow  
him greater access to financial services than most  
of his compatriots.95

Background: international wages and the  
gig economy

Wages for a remote worker based in a developing 
economy: Yannick

6.1

6.2

 Could 
stablecoins 
help overcome 
the current 
wage payment 
challenges faced 
by individuals who 
work remotely and 
receive payment 
for their services 
from overseas?
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The need to transfer value

The need to maintain liquidity 

Yannick’s employer pays his wages in US dollars 
to an account at an international payment service 
provider (PSP), as this is most convenient for the 
employer. With this, Yannick faces an obstacle: 
in Cameroon, the PSP does not allow customers 
to link their PSP account to their domestic bank 
accounts, which would enable withdrawals. Thus, 
Yannick cannot directly transfer his wage payments 
from the PSP to his bank account. Given the need 
for a workaround solution, the company pays the 
wages to his brother’s US-based PSP account.

Yannick’s brother withdraws and sends the money 
to him in Cameroon through a money transmitter. 
He can use fully digital or in-person remittance 
providers. He often makes the choice of provider 
based on the most favourable exchange rate at 
the time of sending. To reduce time and expense 
(the time to travel and wait in line for the in-person 
money transmitter and the higher fee percentage 
for sending smaller amounts), his brother typically 
bundles Yannick’s salary and transfers it to him every 
two months, unless there is an urgent need. Yannick 
picks up the money at a money transmitter location 
in Cameroon (e.g. Western Union or MoneyGram). 

Yannick incurs a transportation cost as he pays 
for his ride to and from the location by taxi 
(approximately 4-6 km away). Sometimes, on arrival 
at the money transmitter, Yannick is informed they 
do not have an internet connection and they are 
unable to process his transaction. When this occurs, 
Yannick is forced to go to another location to pick 
up his money. When the exchange rate is more 
favourable or equivalent through a digital remittance 
provider, Yannick’s brother sends the money directly 
to Yannick’s bank account, eliminating the need for 
Yannick to go to a physical pick-up location.

Yannick’s employer could alternatively use a digital 
money transmitter service (e.g. World Remit or 
Xoom) that would allow Yannick’s wages to be 
sent directly to his Cameroonian bank account. His 
employer would need to go through the extra steps 
potentially involved and pay the transfer and foreign 
currency exchange fees (these extra costs may be 
deducted from Yannick’s wages). Unfortunately, 
for the US-to-Cameroon corridor, these options 
tend to have less favourable exchange rates than 
remittance providers that operate with in-person, 
cash-in and cash-out processes.

As a freelancer, Yannick sometimes has periods 
where he has no work and is searching for new 
contracts. At times he faces gaps in income for which 
he must save. He also needs a safe and reliable place 
to save his money for the two-month period between 
receiving the wages that his brother sends to him. 

Yannick has a checking and savings account at 
BICEC (Banque International du Cameroun pour 
l’Epargne et le Crédit). His savings account at 

BICEC requires him to contribute a minimum of 
20,000 FCFA (XAF) a month (approximately $37 
US dollars). This is because he chose a savings 
account type that is helping him save towards 
future purchases such as a home. Yannick also 
holds short-term savings in his MTN Mobile Money 
account to plan for the utility bills that he pays using 
MTN Mobile Money. For this, he can transfer funds 
directly from his BICEC checking account to his 
MTN Mobile Money account (and vice versa).
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The need to stay resilient to financial shocks

The need to meet goals 

Socio-cultural/demographic barriers

Infrastructure barriers

Financial barriers

A little over a year ago, Yannick had a serious 
accident on a motorcycle taxi, a popular means 
of urban transportation in Cameroon. Fortunately, 
his brother in the US took care of all the hospital 
bills, which he was unprepared for. Out of this 
experience, he has been investigating health 

insurance. However, Cameroon lacks a reliable and 
accessible marketplace for health insurance, and 
individuals who do not work for major corporations 
are generally unable to attain it.96 Generally, an 
individual’s family and community help to cover their 
medical costs in the event of a substantial bill. 

Yannick continually invests in his professional 
development by taking online courses in web 
and graphic design. He must save towards these 
expenses. Yannick also wants to purchase an 
upgraded laptop within the next year, which will 
help him to improve the quality and efficiency of his 
work. If he has not saved enough money, he will 
take out a small loan. He can access loans through 
his bank, BICEC, but for small amounts such as the 

amount needed for a laptop, he and Cameroonians 
prefer to borrow from a savings and lending group, 
called a Njangi. He can borrow from the Njangi 
without paying interest. In the Njangi, he pools 
money together with a group of friends and each 
can draw the total sum contributed on a rotating 
basis.97 Cameroon is among the top seven sub-
Saharan African economies where informal savings 
clubs such as Njangi groups are most used.98

Physical security challenges: Although Yannick 
does not typically feel unsafe in Yaoundé, he has 
concerns about transporting the cash picked up 

at the money transmitter to the bank for deposit. 
Therefore, he does his best to conceal the cash, 
but carrying it remains a risk.

Internet connectivity: In general, there is high-speed 
internet connectivity in Yaoundé, but it is expensive 
and prone to network issues. Yannick relies heavily on 
his internet connection and thus is willing to pay high 
fees to ensure access. He subscribes to a monthly 
internet plan from MTN and connects to the internet 
on his laptop through a mobile wi-fi modem. Despite 
subscribing to this monthly plan, he has daily caps on 
his data usage.99 Beyond this, he is at times subject 
to internet outages that disrupt his connectivity. 

Electricity: Electricity outages occur in Yaoundé and 
across Cameroon, leading to a disruption in some of 

Yannick’s financial activities. If a money transmitter 
branch is closed due to a power outage, he cannot 
withdraw funds with it. If his mobile phone or laptop 
are out of power from an outage, he cannot use them 
to conduct financial transactions. 

Lack of availability of services that fit needs: 
Cameroon has a scarcity of health insurance 
providers that serve individuals.100 Health insurance 
is very difficult to obtain for individuals who do not 
work for major multinational corporations. Relatedly, 
the historic absence of insurance results in low 
acceptance by health service providers.

Affordability challenges: The current process for 
Yannick to receive his wages from the US is costly 
in terms of time and price. At a minimum, the 
process entails foreign exchange costs and fees 
paid to the money transmitter service used. 

Minimum balance requirements: As a freelancer 
and someone banked under an institution that 

requires him to contribute a minimum of 20,000 
FCFA (about $37 US dollars) per month to his 
savings account, Yannick is under some pressure 
to maintain a consistent income to keep up with 
account minimums. The contributions he makes 
to maintain his BICEC account also limit his funds 
for an account at a secondary institution that might 
have provided him a good loan for his laptop. 

Existing barriers assessment 6.3
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Unmet need #1: Ability to receive wages affordably and efficiently for 
overseas freelance work

Unmet need #2: Ability to obtain affordable and suitable personal 
health insurance 

Unmet need #3: Availability of loan options 

Once certain barriers are addressed, stablecoins 
could serve as an alternative method for Yannick 
to receive his wages from the US. As with scenario 
1, the total cost of sending the wage through 
stablecoins should be compared with sending 
wages through other existing options. Most simply, 
Yannick’s employer could open a stablecoin 
account and transfer Yannick’s wages from that 
account (which would include an exchange 
operation to the stablecoin from US dollars) to a 
stablecoin wallet in Cameroon that Yannick could 
use.101 However, the difficulty of this transaction for 
Yannick appears to be in the “off-ramp”.

Yannick would need to identify an exchange 
in Cameroon where he could send the funds, 
exchange them to local currency and transfer those 
funds to a financial account from which he could 
spend them. This “off-ramp” would be necessary 
because cryptocurrency and stablecoins are not 
currently accepted for payment at the places where 
Yannick needs to spend money. Moreover, cash is 
used for most daily purchases in Cameroon and is 
more prevalent than mobile money or commercial 
bank money.

“On-ramp/off-ramp” issues exist with 
cryptocurrencies (including stablecoins) in 
Cameroon. There is a limited set of cryptocurrency 
exchanges and they do not connect with bank or 
other financial accounts. In today’s environment in 

Cameroon, Yannick faces great difficulty converting 
his wages from stablecoins into spendable local 
currency. The Government of Cameroon has not 
yet issued legislation on cryptocurrencies, so there 
is currently no regulation or framework for their 
use.102 The lack of regulatory clarity has limited 
the existence of local cryptocurrency exchanges 
and the willingness of banks and mobile money 
providers to connect with them.103 Regulation is 
currently underway and may resolve these issues in 
the future.104 Notwithstanding, Yannick is relatively 
privileged, as most Cameroonians would struggle 
with the basic digital infrastructure needed for 
stablecoins. Most still use 2G feature phones and 
lack access to the internet. Many also struggle to 
meet basic financial needs.

If he received his wages more frequently, Yannick 
could address some of his current liquidity-
management challenges. One challenge results 
from the fact that his bank requires minimum 
balances. Stablecoins could potentially serve 
as an alternative place to store his savings, 
enabling him to avoid the bank account. However, 
Yannick may need a bank account for various 
purposes in his daily life, and he is likely to prefer 
the safety (e.g. through deposit insurance105 
and other protections) that it provides. Another 
potential solution for this challenge would be 
for Yannick to consider alternative bank or 
account types with easier minimums.106

As discussed in the first scenario, it is unclear how 
stablecoins would directly benefit Yannick in terms 
of insurance, aside from the possibility in the future 
that globally available insurance products and 
services might arise in the DeFi and blockchain 

ecosystems. This possibility may not necessarily 
occur and it is important to identify why, assuming 
even regulation, such a gap would be better 
filled with the presence of a blockchain-based 
ecosystem rather than the pre-existing environment. 

Yannick currently has some access to loans, 
although more options could be beneficial to him 
(for instance, he can currently only take out loans 
from his community Njangi at certain periods). As 
mentioned in the first scenario, stablecoin and the 

blockchain-based DeFi ecosystem might develop 
capacities to support this in the future (e.g. through 
DeFi lending protocols), but it is unclear why they 
would necessarily be more available or suitable 
than lending based on centralized technology. 

Potential impact of stablecoins: filling unmet needs 6.4

Areas of unmet need are listed below, followed by a discussion of the benefits 
stablecoins could bring to each. 
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Social, cultural & 
political barriers 
(incl. religious & 
gender-based 

barriers, cultural 
views of money)

This barrier is not present in this scenario.

Potential impact of stablecoins: addressing 
barriers to inclusion

6.5

In addition to their ability to address gaps for 
products and services, stablecoins can also be 
assessed against their ability to address barriers 

to financial inclusion. Table 5 describes whether 
stablecoins meet and address the specific financial 
inclusion barriers and challenges in this scenario.

Digital, financial and/
or general literacy & 

numeracy challenges
This barrier is not present in this scenario.

Distrust of financial 
service providers and/
or government (incl. 
privacy concerns)

Physical safety 
concerns accessing 

services 

This barrier is not present in this scenario.

MAYBE – If Yannick were eventually able to conveniently 
access stablecoins for receiving wages, he would no longer 
need to carry cash from a money transmitter office. Note: 
This is also possible using a digital money transfer service.

Socio-cultural/Demographic barriers

Do stablecoins address financial inclusion barriers in scenario 3? TA B L E  5

Challenges present  
in scenario 3

Financial 
inclusion barrier

Do stablecoins address the challenges for this scenario?

Digital Currency Governance Consortium White Paper Series 34



Limited internet 
connectivity

NO – Stablecoins do not meaningfully resolve barriers related to 
low internet connectivity (see scenario 1 for further information).

Weak or unreliable 
electricity supply

NO – Stablecoins depend on availability of electricity.

Lack of government-
issued identity 
documentation

This barrier is not present in this scenario.

Limited access 
to mobile phones 
(smartphone or 
feature phone)

Lack of physical 
proximity to or 

availability of services 
that fit needs

This barrier is not present in this scenario.

NO – Currently, stablecoins do not present suitable 
insurance or lending products for Yannick. 

Lack of digital 
financial history

This barrier is not present in this scenario.

High prices & 
fees for financial 

products & services 

Minimum balance 
requirements

MAYBE – Currently, stablecoins cannot address this barrier 
owing to “off-ramp” challenges from cryptocurrency to local 

currency in Cameroon. However, in the future, they may serve 
as an alternative method for Yannick to receive overseas 

wages, depending on regulatory guidance, and digital and 
cryptocurrency infrastructure development in Cameroon. That 

said, it is not self-evident that stablecoins would enable Yannick’s 
wages to be sent in a way that is cheaper than or superior to 
technology based on traditional or centralized infrastructure.

MAYBE – Once Yannick can access stablecoins, a 
stablecoin account can serve as an alternative deposit 
account without balance minimums. This may prove 

beneficial, although it is also available with other bank 
account options accessible to Yannick today.

Stablecoins are currently unable to solve Yannick’s 
financial challenges. In the future, depending on 
regulatory clarity and the development of digital 
infrastructure and local cryptocurrency services in 
Cameroon, they may be able to offer an alternative 
method for him to receive his wages from the US. In 
this case, convenience relative to pre-existing digital 
transfer services must be considered, as digital 
remittance providers today allow for Yannick to receive 
his wages to his bank account, although in Cameroon 
they sometimes have unfavourable exchange rates. 

Both stablecoins and digital remittance providers 
would require Yannick’s employer to undergo an 
additional step of performing a foreign exchange 
transaction and sending funds to a new service. 

Ultimately, to evaluate the options for the most 
convenient and least expensive manner for Yannick 
to receive his wages, further study must be 
conducted comparing the total costs of all three 
options: money transmitter with in-person offices, 
digital money transmitter and stablecoins. 

As a reminder, Yannick is not representative of the 
average Cameroonian in his financial access. He 
has an ID, bank account, strong digital and financial 
literacy, and sufficient resources to engage in financial 
services. He does, however, remain partially excluded 
due to a combination of domestic and international 
financial infrastructures that limit his ability to access 
financial services that would meet his needs, 
particularly without reliance on intermediaries.

Financial barriers

Infrastructure barriers
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Conclusion

In response to strong interest and claims regarding 
the ability of stablecoins to promote financial 
inclusion around the world, this white paper builds 
off prior research and new interviews to investigate 
the value proposition of stablecoins for this purpose, 
using three realistic and data-driven case studies. 

This paper seeks to answer the following questions:

1. How, if at all, do stablecoins improve financial 
inclusion, compared to other pre-existing options?

2. What new challenges or risks, if any, might 
stablecoins introduce, and what conditions 
must be met for them to be successful 
in supporting financial inclusion among 
underserved individuals and communities?

3. What is the net conclusion for their current  
value proposition, considering benefits, trade-
offs and limitations?

Overall, at the present time stablecoins do not 
present features or capabilities that significantly 
reduce the specific barriers to financial inclusion in 
the scenarios studied – compared to pre-existing 
options, once accounting for consistent legal and 
compliance requirements. Stablecoins are subject 
to many of the same adoption and inclusion hurdles 
as other forms of retail finance, such as reliable 
internet and electricity, digital and financial literacy, 
and government identity documentation. 

Decentralization in technology infrastructure 
itself does not reduce the cost of cross-border 

transactions. Generally, competition in remittance 
providers, remittance volumes and accommodating 
AML/CFT and other regulations are among 
the leading factors that correspond with lower 
remittance prices.

To the extent stablecoins are accessible to the 
financially underserved, they may introduce 
important risks, including financial failure at the 
stablecoin provider from illiquidity or insolvency, 
lost or stolen access to funds in digital wallets or 
exchanges, and technical failure at the underlying 
blockchain or smart contract levels. Many of 
these risks are currently the subject of extensive 
remedy efforts, but the outcomes are not certain. 
In addition, without significant investment in 
education, individuals may be at higher risk of 
suffering losses from user error or of purchasing 
stablecoins with riskier technical and financial 
management practices. 

The blockchain, cryptocurrency and stablecoin 
ecosystems are continuously evolving, and certain 
capacities may develop in the future that present 
more benefits to end-users that are unbanked or 
unable to access relevant and suitable financial 
services. These opportunities might relate to 
open and interoperable DLT-based ecosystems, 
publicly visible payment histories, innovations with 
decentralized digital identity and compliance, or 
simply filling gaps where other services do not yet 
exist. That said, further research or demonstration of 
stablecoins’ abilities to offer these opportunities and 
address complications (e.g. those related to privacy 
for publicly visible payment histories) is needed. 
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1. “Unbanked” individuals, usually the very poor, do not have a bank account or a transaction account at a formal financial 

institution or mobile money provider. “Underbanked” individuals are those who may have access to a basic transaction 

account with a formal financial institution but still have financial needs that are unmet. For instance, while they may be 

able to send or receive money, it may not be in a safe or affordable manner. For further discussion, see: The World Bank, 

The Global Findex Database 2017, https://globalfindex.worldbank.org/.

2. “Financial Inclusion”, The World Bank, https://www.worldbank.org/en/topic/financialinclusion. 

3. For instance see: Thomason, Jane, “Stablecoin adoption and the future of financial inclusion”, CoinTelegraph, 19 August 

2021, https://cointelegraph.com/news/stablecoin-adoption-and-the-future-of-financial-inclusion.
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discussion, see: The World Bank, The Global Findex Database 2017, https://globalfindex.worldbank.org/.

5. Makuvaza, Leonard, et al., Means to an end: A conceptual framework for outcomes of financial service usage, 

insight2impact, July 2018, https://cenfri.org/wp-content/uploads/2018/08/A-conceptual-framework-for-outcomes-of-

financial-service-usage_i2i_July-2018.pdf. 
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identify more recent data using other sources.

7. Central Bank of Kenya, Kenya National Bureau of Statistics (KNBS) and Financial Sector Deepening Kenya 

(FSD Kenya), 2019 FinAccess Household Survey, April 2019, https://www.centralbank.go.ke/uploads/financial_

inclusion/1035460079_2019%20FinAcces%20Report%20(web).pdf.

8. The World Bank, The Global Findex Database 2017, https://globalfindex.worldbank.org/.

9. The researcher should consider validating the relevance of the framework and assumptions in this white paper to other 

scenarios on a case-by-case basis. 

10. For additional information and a detailed discussion of the risks associated with different types of stablecoins, see: 

Catalini, C. and de Gortari, A., On the Economic Design of Stablecoins, SSRN, Elsevier, 5 August 2021,  

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3899499. 

11. “Today’s Cryptocurrency Prices by Market Cap”, CoinMarketCap, https://coinmarketcap.com/. Accessed 15 September 2021.

12. For deeper discussion on technology differences and risks among stablecoins, see: Narula, Neha, “The Technology 

Underlying Stablecoins”, Neha’s Writings, 23 September 2021, https://nehanarula.org/2021/09/23/stablecoins.html.  

For an explanation of Diem, see: “Diem White Paper v2.0 – Cover Letter”, Diem Association, https://www.diem.com/en-

us/white-paper/#cover-letter.

13. For further discussion, see the white paper in this series: Digital Currency Consumer Protection Risk Mapping.

14. In India, stablecoins and cryptocurrency may also overcome a cultural preference towards cash that results from an effort 

to evade taxes. This could occur where individuals are not required to submit identifying information in stablecoin wallets 

or exchanges, allowing them to utilize stablecoins without necessarily being subject to tax reporting or other oversight. As 

this issue strengthens illicit activity and is contradictory to public policy goals, it is not listed as a benefit in this report.

15. Abramova, Svetlana, et al., Bits Under the Mattress: Understanding Different Risk Perceptions and Security Behaviors of Crypto-

Asset Users, Association for Computing Machinery, May 2021, http://lersse-dl.ece.ubc.ca/record/337/files/bits_mattress.pdf.  

For example, see p.13: “Cypherpunks opt for self-managed security solutions, whereas hodlers and rookies appear  

to face a non-trivial dilemma between risk-prone but convenient custodial solutions and secure but more burdensome 

non-custodial wallets.”

16. The World Economic Forum’s Global Future Council on Cryptocurrencies issued a paper that includes examples of 

opportunities relating to cryptocurrencies; the same opportunities may exist for stablecoins. For further discussion,  

see: World Economic Forum, Crypto, What Is It Good For? An Overview of Cryptocurrency Use Cases, December 2020, 

https://www3.weforum.org/docs/WEF_Cryptocurrency_Uses_Cases_2020.pdf.  

The Forum’s newly launched Crypto Impact & Sustainability Accelerator (CISA) will engage in research focused on 

assessing under what circumstances cryptocurrency systems might provide increased social benefit.

17. Catalini, Christian, and Joshua S. Gans, Some Simple Economics of the Blockchain, 2016, https://www.nber.org/system/

files/working_papers/w22952/w22952.pdf.

18. “Remittances to Developing Countries Decline for Second Consecutive Year”, The World Bank, 21 April 2017,  

https://www.worldbank.org/en/news/press-release/2017/04/21/remittances-to-developing-countries-decline-for-second-

consecutive-year?utm_content=buffer0dcae&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer.

Digital Currency Governance Consortium White Paper Series 37

https://globalfindex.worldbank.org/
https://www.worldbank.org/en/topic/financialinclusion
https://cointelegraph.com/news/stablecoin-adoption-and-the-future-of-financial-inclusion
https://globalfindex.worldbank.org/
https://cenfri.org/wp-content/uploads/2018/08/A-conceptual-framework-for-outcomes-of-financial-service-usage_i2i_July-2018.pdf
https://cenfri.org/wp-content/uploads/2018/08/A-conceptual-framework-for-outcomes-of-financial-service-usage_i2i_July-2018.pdf
https://www.centralbank.go.ke/uploads/financial_inclusion/1035460079_2019%20FinAcces%20Report%20(web).pdf
https://www.centralbank.go.ke/uploads/financial_inclusion/1035460079_2019%20FinAcces%20Report%20(web).pdf
https://globalfindex.worldbank.org/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3899499
https://coinmarketcap.com/
https://nehanarula.org/2021/09/23/stablecoins.html
https://www.diem.com/en-us/white-paper/#cover-letter
https://www.diem.com/en-us/white-paper/#cover-letter
https://www3.weforum.org/docs/WEF_Digital_Currency_Consumer_Protection_2021.pdf
http://lersse-dl.ece.ubc.ca/record/337/files/bits_mattress.pdf
https://www3.weforum.org/docs/WEF_Cryptocurrency_Uses_Cases_2020.pdf
https://www.nber.org/system/files/working_papers/w22952/w22952.pdf
https://www.nber.org/system/files/working_papers/w22952/w22952.pdf
https://www.worldbank.org/en/news/press-release/2017/04/21/remittances-to-developing-countries-decline-for-second-consecutive-year?utm_content=buffer0dcae&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer
https://www.worldbank.org/en/news/press-release/2017/04/21/remittances-to-developing-countries-decline-for-second-consecutive-year?utm_content=buffer0dcae&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer
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