
Financial Exclusion and Alternative Data: How Responsible Credit Scoring Can 
Expand Access to Finance 

Financial exclusion remains a major global challenge, affecting millions of people 
across both developed and developing markets. Access to credit is essential for 
economic participation — enabling individuals to manage financial shocks, invest in 
education or businesses, and improve long-term financial stability. Yet traditional credit 
scoring systems continue to exclude large segments of the population. 

Why Traditional Credit Scoring Excludes So Many 

Traditional credit assessment relies heavily on historical borrowing and repayment data. 
Credit bureaus, loan histories, and repayment behaviour work well for established 
customers, but fail individuals with limited or no credit history. 

These “credit-invisible” populations include: 

• Unbanked and underbanked individuals 

• Young adults and first-time borrowers 

• Migrants and informal workers 

• Gig-economy participants 

This challenge exists globally. In developing markets, financial infrastructure may be 
limited. In developed economies, changing employment patterns and demographics 
have created growing thin-file populations. 

The Rise of Alternative Data in Credit Scoring 

At the same time, the volume and diversity of data generated by everyday life has 
increased dramatically. Mobile phones, utilities, digital services, and financial apps all 
create behavioural data that can provide insight into financial stability and repayment 
capacity. 

Common alternative data sources include: 

• Mobile phone usage patterns 

• Savings and investment behaviour 

• Utility and recurring bill payments 

For example, consistent mobile phone usage, regular top-ups, and predictable daily 
routines may indicate stable income-generating activity — even in the absence of 
formal credit history. 

Alternative Data Is a Complement — Not a Replacement 



Despite its potential, alternative data should not replace traditional credit scoring. 
Established metrics such as repayment history and bureau data remain highly 
predictive where available. 

The most effective approach combines: 

• Traditional credit data for established borrowers 

• Alternative data to enrich thin or missing credit files 

This blended approach improves risk assessment, supports financial inclusion, and 
enables sustainable portfolio growth across markets. 

The Risk of AI-Driven Credit Scoring Models 

The growth of alternative data has driven increased use of artificial intelligence and 
machine learning in credit decisioning. While powerful, these techniques introduce 
significant risks if applied without discipline. 

Large datasets increase the likelihood of: 

• Spurious correlations with no causal basis 

• Overfitting to historical data 

• Poor performance when conditions change 

Highly complex models can also reduce explainability and transparency, leading to a 
lack of model understanding. In credit decisioning, this creates regulatory, operational, 
and reputational risk. 

Why Model Transparency and Governance Matter 

Credit models influence real lives. Poorly understood models are harder to validate, 
monitor, and defend — especially under regulatory scrutiny. 

Responsible credit innovation requires: 

• Interpretable modelling approaches 

• Strong validation and governance frameworks 

• Ongoing performance monitoring 

• Clear understanding of model drivers and limitations 

How APDS Helps Organisations Get This Right 

APDS works with financial institutions, fintechs, and lenders to design and implement 
responsible alternative credit scoring frameworks. 

Our approach focuses on: 



• Combining traditional and alternative data effectively 

• Avoiding overfitting and spurious correlations 

• Ensuring transparency and explainability 

• Aligning innovation with regulatory expectations 

We support organisations across both developed and emerging markets, helping them 
expand access to credit while maintaining robust risk management. 

Building Inclusive Finance Responsibly 

Financial exclusion is not simply a lack of data problem — it is a modelling and 
perspective problem. By combining proven credit risk techniques with alternative data 
and disciplined analytics, organisations can expand access to finance responsibly. 

The future of credit scoring lies not in black-box AI or legacy systems alone, but in 
balanced, transparent, and well-governed innovation. 

 


