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Abstract 

Using a multilevel approach, I examine individual and contextual determinants of financial 
inclusion. I investigate, in a cross-country-setting, factors that affect people's decision making 
regarding the use of formal financial products and services, focusing on the effect of 
institutions—the legal, regulatory and policy environment. Second, I analyse gender differences 
in the use of banking products across countries, and look at the impact of legislation aimed at 
empowering women in the workplace on female financial inclusion. Third, I examine the socio-
economic determinants of financial inclusion in Peru. 

My results provide important policy implications for advancing financial inclusion. I show that 
financial inclusion is not uniquely driven by a greater banking system outreach, the legal 
environment in which individuals and financial institutions interact, the existence of enabling 
regulatory frameworks for the expansion of financial services to the unbanked, and an adequate 
infrastructure to support the provision of financial services are also equally significant factors in 
explaining people’s participation in the formal financial system. Second, I demonstrate the 
existence of systematic gender differences in financial inclusion across countries. My findings 
show that countries that have put in place legislation to empower women in the job market and 
strong mechanisms to enforce this legislation tend to exhibit a smaller gender gap in account 
ownership. Third, I show that lengthy travel times to financial service points (branches, ATMs 
and banking agents) represent an important barrier to financial inclusion in Peru, especially for 
the rural population. I also demonstrate that participation in paid employment is associated with 
Peruvian women’s engagement with the formal financial system. 
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1 Introduction 

 

Promoting financial inclusion, commonly defined as the use of formal financial services, has 

become a relevant topic for both academics and policy makers. International development 

agencies and governments worldwide have firmly acknowledged it as a global development 

priority. The G20 placed the topic as a key mainstay of its development agenda at the 2009 

Pittsburgh Summit (G20 Information Centre, 2009). In 2013, the World Bank set the goal of 

achieving universal financial access by 2020 (World Bank, 2013), and the same year, over 50 

countries reported having published financial inclusion strategies with explicit commitments and 

targets (AFI, 2013; World Bank, 2015). More recently, financial inclusion has been recognized 

as a powerful enabler of the Sustainable Development Goals (SDGs). Most of the key SDGs—

including those aimed at eliminating poverty, ending gender inequality, and building economic 

growth—explicitly list advancing financial inclusion among their targets. 

This interest has been fueled by a growing body of evidence showing that financial inclusion has 

the potential to improve the economic welfare of individuals and households and spur small 

enterprise activity (Dupas and Robinson, 2013a, 2013b; World Bank, 2014). For instance, 

savings products such as bank and deposit accounts can help individuals and households 

stabilize consumption, manage cash flows, and accumulate savings and their own working 

capital. Credit products can help finance personal and family projects, and provide the 

entrepreneurs with capital to build assets, increase productivity, and expand their business. 

Insurance products can help policyholders mitigate the financial impact of risks and recover 

from the hardship that an unexpected loss might cause (World Bank, 2014). 



12 
 

Evidence on the impact of financial inclusion on individual economic well-being is particularly 

compelling with regard to the use of bank accounts. Field experiments find that owning a bank 

account positively influences individuals’ ability to save (Aportela, 1999; Ashraf et al., 2006), 

female empowerment (Ashraf et al., 2010), household and individual consumption (Dupas and 

Robinson, 2013; Ashraf et al., 2010), and entrepreneurial investment (Dupas and Robinson, 

2013a). A bank account is seen as the most basic and relevant of all financial products. This is 

because it is essential in carrying out day-to-day financial transactions, serving as a gateway to 

other mainstream financial services, such as credit and insurance.  

According to the Global Findex Database, the percentage of adults worldwide who declare 

owning an account increased from 51 percent in 2011 to 62 percent in 20141. Despite this 

progress, however, large gaps remain. While in high-income OECD economies account 

ownership is nearly universal (94%), in developing economies only 54% of adults own an 

account. Large disparities are also observed across world regions. Account ownership varies 

from 14 percent in the Middle East to 69 percent in East Asia and the Pacific. Women and poor 

people are particularly vulnerable to financial exclusion. The proportion of adults in the poorest 

two-fifths of the population in developing economies who reported not having an account 

decreased by 17 percentage points across the same period, yet more than 50 percent (54%) 

remain outside the financial mainstream. Gender differences in account ownership are 

universal, but more marked in developing nations. The gender gap in formal account ownership 

in low and middle income nations is approximately twice (9 percentage points) that of high 

income countries (5 percentage points) (Demirgüç-Kunt et al., 2015). 

The above figures indicate that financial inclusion is especially important for the economic 

empowerment of the poorest and most vulnerable members of society. Research finds that 

                                                
1
 Although during this time period the share of account holders grew in nearly every economy, this increment was 

determined by a 13 percent increase in formal account ownership in less-developed economies and the 
implementation of mobile phone–based services, which is supporting the expansion of financial services in Sub-
Saharan African countries. 
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access to financial products and services has the potential to address inequality, and act as a 

‘circuit breaker’ for vicious inter-generational cycles of poverty2 (Beck et al., 2007; Clarke et al., 

2006). For instance, mainstream financial products, such as savings accounts, loans, insurance, 

and payment services, can help poor people boost or maintain a steady income, improve their 

ability to cope with economic shocks, build assets, increase investment in education and health, 

pursue long-term financial goals, and save safely and with returns. On the other hand, lack of 

access to affordable and genuinely useful financial products can induce the poor to turn to 

informal financial mechanisms, such as family and friends, pawn-brokers, moneylenders, and 

stashing money under the mattress. These practices are generally expensive, unpredictable 

and risky, and can cause low-income individuals to fall deeper into poverty (Bermeo & Collard, 

2018; Cull et al., 2014).   

Women’s participation in financial markets is another important component of the financial 

inclusion agenda and, as the evidence indicates, an area in need of improvement around the 

world. Research shows that financial inclusion can serve as a catalyst for women’s economic 

empowerment (Demirgüç-Kunt et al., 2013; Finnegan, 2015). For instance, owning their own 

bank account provides women with a mechanism to safely put away money to cover unforeseen 

family emergencies, helping them stabilize consumption when faced with economic shocks 

(Jack & Suri, 2014; Kast & Pomeranz, 2014). Moreover, it offers women greater privacy and 

control over their financial life, and provides them with a reliable platform to make or receive 

payments, such as payments from family members, employers (for wage payments) or the 

government (for pensions, cash transfers or government-to-person transactions) (Demirgüç-

Kunt et al., 2013). Most importantly, women’s financial inclusion can bring important social 

benefits. Research shows that women are more likely than men to allocate their earned income 

                                                
2
 A number of empirical analyses show that not being able to access financial services might aggravate poverty and 

inequality (for example, Aghion and Bolton, 1997; Banerjee and Newman, 1993; Galor and Zeira, 1993). 
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and savings to children’s schooling, home repairs, and family health care (Aguero, Carter, & 

Woolard, 2006; Burjorjee, Deshpande, & Weidemann, 2002; Hazarika & Guha-Khasnobis, 

2008; Perova & Vakis, 2009; Quisumbing & Maluccio, 2000). These are all investments that 

drive inter-generational change with a ripple effect on overall economic growth and community 

development.  

Achieving financial inclusion, although a universal goal, is especially important for developing 

countries where the uptake of formal financial products and services is typically low (Demirgüç-

Kunt et al., 2015; Demirgüç-Kunt and Klapper, 2012, 2013). Creating the conditions for a more 

inclusive financial system can help less-developed economies expand poor people’s access to 

mainstream financial services which, in turn, can increase their economic opportunities and 

improving their lives. This has the potential to contribute to economic growth (King and Levine, 

1993; Levine and Zervos, 1998; Rajan and Zingales, 1999, 2003), poverty reduction, and social 

and economic equality (Aghion and Bolton, 1997; Banerjee and Newman, 1993; Beck et al., 

2007; Clarke et al., 2006; Cull et al., 2014; Galor and Zeira, 1993). 

Despite the acknowledged role of financial inclusion in positively influencing the economic well-

being of individuals, especially women and the poor, datasets that allow to systematically 

analyse the individual and contextual determinants of this social phenomenon are still limited. 

This makes it difficult to accurately evaluate the status of financial inclusion both across and 

within countries, and limits policymaker’s ability to take effective action against exclusion from 

the formal financial system.  

To contribute to advance the field of quantitative research on financial inclusion this thesis sets 

out three related pieces of quantitative empirical work that apply multi-level regression analysis 

to interesting and relatively underutilized secondary datasets: the Global Findex and the 

Peruvian Pilot Survey of Access and Use of Financial Services. The overarching research 
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question that binds these papers together is simple: What are the determinants of financial 

inclusion at the individual, regional and country level? 

Each paper addresses a variant of this question. The first paper seeks to explain why some 

individuals are more prone to financial exclusion than others at a global level. It particularly 

focuses on analyzing whether characteristics of the countries where individuals reside, such as 

the level of accessibility to financial access points and the presence of regulatory frameworks 

supporting the expansion of financial services to vulnerable groups, affect individuals’ 

participation in financial markets. The analysis, conducted across 110 countries, highlights the 

institutional dynamics that are important in explaining the variation in financial inclusion levels 

across countries, enabling a better understanding of how the socio-economic, legal and 

regulatory environment affects the likelihood of account ownership.  

The second paper provides a comprehensive survey of the literature on women’s economic and 

social empowerment, which serves as a foundation for the analysis of the drivers of gender 

differences in account ownership performed in this study. This investigation underlines the role 

of policy and legislation in promoting women’s participation in formal financial markets. The 

analysis, conducted across 127 countries, explores whether policies and laws aimed at 

empowering women, particularly in the workplace, can help reduce their exclusion from the 

formal financial system. 

Finally, the third paper systematically and comparatively examines the socio-economic 

determinants of financial inclusion at the sub-national level in Peru. In addition to identifying the 

factors affecting people’s use of formal savings and credit products, this paper seeks to unravel 

the dynamics underlying gender differences in financial inclusion by analyzing the effect of 

employment and proximity to banking service points on women’s engagement with formal 

financial markets. 
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Through these papers my research addresses a set of more specific, policy-relevant sub-

questions that have yet to receive sufficient attention in the literature: 

1) Does an enabling legal and regulatory environment for the provision of financial 

services improve financial inclusion? 

2) Why are women more likely to be financially excluded than men? Is there a link 

between laws and policies on gender equality in the workplace and female financial 

inclusion? 

3) What are the determinants of financial inclusion in Peru? 

My thesis also makes a significant methodological contribution by using multilevel modeling 

analysis (MLM), a methodology that has not been used before in the field of financial inclusion 

quantitative research. MLM is particularly valuable because it takes into account the clustering 

of observations within groups, enabling the analysis of variation in key explanatory variables 

within and between groups. This allows for a better understanding of how characteristics of the 

environment where individuals live affect their participation in financial markets. In other words, 

MLM relaxes the assumption of homogeneity of variance held by single-level models. This 

makes it a better method to examine the heterogeneity arising from national or sub-national 

differences (e.g. population size, institutions, socio-economic development) that may affect how 

individuals use financial services (Gelman & Hill, 2006; Goldstein, 2011; Hox, 2002; Snijders & 

Bosker, 1999). 

The remainder of the thesis is structured as follows. Chapter 2 provides a review of the relevant 

theoretical and empirical literature. Chapter 3 describes the methodology and data. Chapter 4 

(paper 1) presents a cross-country analysis of determinants of financial inclusion, focusing on 

the effect of institutions—including the legal, regulatory and policy environment—on the 

likelihood of account ownership. Chapter 5 (paper 2) explores whether policies and laws 
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supporting women’s empowerment, particularly in the workplace, increases female participation 

in the formal financial system. Chapter 6 (paper 3) examines the socio-economic determinants 

of financial inclusion at the sub-national level in Peru. Finally, Chapter 7 sets out conclusions 

and policy recommendations. 
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2 Understanding financial inclusion and its 

significance 

2.1 Theories of financial exclusion and inclusion 

2.1.1 Defining financial exclusion and inclusion 
 

Leyshon & Thrift (1995) define financial exclusion (FE) as “those processes that serve to 

prevent certain social groups and individuals from gaining access to the financial system” (p. 

314). The authors developed this definition to investigate the association between geographical 

access to banking services and bank branch closures in Britain and the United States. Their 

research showed that FE is primarily a consequence of the reluctance of financial institutions to 

serve certain geographical areas, especially those where low-income and disadvantaged social 

groups are concentrated. Kempson & Whyley (1999) briefly describe FE as the restricted 

access to mainstream financial services. According to the authors, exclusion from financial 

markets is not only exacerbated by physical access, but by other factors such as unfavourable 

risk assessments, unaffordable products, complicated terms and conditions, discriminatory 

marketing practices, and self-exclusion. Devlin (2005) adds lack of resources (e.g., income) to 

these set of barriers, portraying FE as a multidimensional issue.  

Whether financial exclusion is voluntary or involuntary has been a persistent controversy 

associated with the study of FI. While voluntary exclusion is linked to personal choice (e.g., 

having no need for using financial products, or due to cultural reasons or religious beliefs), 

involuntary exclusion may arise from barriers originating from personal characteristics (e.g.,  

insufficient income, low levels of financial literacy, having a high risk profile), the policies of 
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financial institution (e.g., pricing, delivery mechanisms, and terms and conditions attached to 

financial products), or market failures and imperfections (Allen et al., 2012; Johnson & Arnold, 

2012; World Bank, 2014).  

Taking the opposite perspective, Sarma (2008) provides one of the first clear definitions of 

financial inclusion as “a process that ensures the ease of access, availability and usage of the 

formal financial system for all members of an economy” (p. 3). More recently, the Organisation 

for Economic Co-operation and Development (OECD) defined financial inclusion as:  

The process of promoting affordable, timely and adequate access to a wide range of 

regulated financial products and services and broadening their use by all segments of 

society through the implementation of tailored existing and innovative approaches 

including financial awareness and education with a view to promote financial well-being 

as well as economic and social inclusion (Atkinson and Messy, 2013, p.11). 

Similarly, The World Bank (WB) portrays FI as “access to useful and affordable mainstream 

financial products and services” delivered in a sustainable and responsible manner to help 

individuals and families manage their finances, plan for long-term goals, and handle unexpected 

emergencies (World Bank, n.d.). According to the WB global vision on financial access, owning 

a transaction account is the first step towards full FI. The reason is that it allows storing money, 

making payments and, most importantly, can serve as an entry point to the formal financial 

system.  

As the above definitions show, individuals’ participation in regulated financial markets is a key 

priority of the FI global agenda. FI proponents argue that expanding the outreach of formal 

financial services and delivery channels (e.g. bank branches, ATMs, banking agents, and 

mobile money agents) has the potential of controlling the proliferation of informal, and 

sometimes illegal, sources of finance; and reducing dependence on informal sources of finance, 
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especially among the poor, who are typically found more likely to resort to this type of financial 

mechanisms (Demirgüç-Kunt et al., 2015). For the purposes of this thesis I therefore define 

financial inclusion as the widespread use of mainstream financial services supported by an 

enabling legal, regulatory and policy environment. 

2.1.2 Poverty and access to financial and related services 
 

Although access to mainstream financial services has recently emerged as one of the priorities 

in the international development agenda (World Bank, 2013), the idea of financial inclusion (and 

exclusion) is rooted in a much older and larger literature about the link between poverty and 

access to financial and related services. In this framework, financial exclusion is but one 

component of wider theories of social exclusion that emphasise poverty as a relational rather 

than as a residual issue. In this section, I will examine one particular approach to structural 

analysis of poverty and discrimination from financial markets, the social exclusion theory 

elaborated by the Peruvian economist Adolfo Figueroa.  

Figueroa proposes an integrating framework centred on the concepts of inclusion and exclusion 

and patterns of social disadvantage closely linked to employment and unemployment. In 

Figueroa’s theoretical framework, poverty is seen not as a state, but as a dynamic process of 

exclusion orchestrated by others (Altamirano et al., 2004). Figueroa applies this framework to 

the Peruvian context, and identifies three main ways of being socially excluded: economic, 

political and cultural. He argues that the inter-relatedness and self-reinforcing processes of 

these three forms of exclusion contribute to a profound social stratification in Peru; from a 

wealthy, mostly white and westernized elite at one extreme, to a marginalised majority of mostly 

indigenous populations, peasants and slum dwellers, who face severe restrictions in their ability 

to exercise their legal rights and access financial, education and health services (Figueroa et al., 

1996). 
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Economic exclusion refers to marginalization from the productive system, principally from 

employment and financial markets. Poor people are treated unfairly when participating in the 

market economy—especially the labour market—mainly because of their lack of human and 

physical capital. This means that they are more likely to be unemployed or underemployed, and 

face low and insecure terms of employment. This vulnerability is further aggravated by their 

limited access to social insurance (whether through state or market) and difficulties encountered 

in product markets—as consumers poor people are forced to purchase in small quantities, while 

as producers they are generally restricted to less profitable activities. This in turn limits their 

access to financial services, particularly credit, which, when it is obtained, tend to be on 

unfavourable terms.  

Political exclusion refers to inequitable access to individual and collective rights within civil 

society, in particular citizenship rights—freedom to represent and to be represented within a 

democratic context. According to Figueroa, in Peru, such rights vary with income, age, gender, 

education, occupation and race. Moreover, the strong presence of patronage, social 

subordination and weak representation as norms for resource allocation in public and private 

domains means that political mechanisms to address the material inequality underpinning 

economic exclusion are very weak. 

Cultural exclusion—on racial and ethno-linguistic lines—provides the foundations for a 

hierarchical stratification of social networks in Peru. This social stratification underpins the 

political exclusion of non-native Spanish speakers from education and social protection, 

reinforcing their economic exclusion, especially from the labour market. Figueroa asserts that 

although many Peruvians acquire an ability to maintain a range of ‘cultural performances’ (an 

ability to identify with and invest in different sub-cultural traditions), individuals cannot avoid 

labels and vertical social differentiation, which exist in people’s conscious and subconscious 
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minds directly affecting how people are treated and hence the processes of political and 

economic inclusion and exclusion already discussed. 

To provide an analytical frame to his social exclusion theory, Figueroa proposes a formal model, 

which he refers to as the sigma model. The sigma model explains trends in production and 

distribution of material resources. But at the same time it illustrates how political and cultural 

processes shaped by a history of inequality significantly influence these economic outcomes. In 

this manner, Figueroa goes beyond other dualistic models by accenting how barriers to entry in 

labour and capital markets are multiplied by active investments by rich capitalists, politicians 

and skilled labour to guard and maintain social and political hierarchy. As such, the model 

counters the tendency of most, particularly Western, development economists to assume that 

the process of economic development can be analysed in isolation from cultural and political 

relationships and changes (Figueroa, 2001, 2003). 

The sigma economy model comprises four stakeholder groups: capitalists, politicians, y-workers 

(skilled labour) and z-workers (unskilled labour). Z workers have limited access to credit 

because their ability to pay off debt is inferior to the fixed costs of extending credit to them, and 

this significantly reduces risk-adjusted net returns to credit providers. They also have limited 

means and opportunity to save, and have constrained access to the insurance market, which is 

highly segmented. Capitalists have adequate levels of wealth and income that allow them to be 

at least partially protected from losses from risky investments. This increases their confidence 

(and willingness) to not only invest more, but to commit to high-risk, high-return investments. 

Self-employed workers (z-workers), in contrast, face limitations in their ability to make risky 

investments by fear of losing the little physical capital they have. Limited access to financial 

services, lack of physical capital and lower skills explain why they tend to be less productive 

than waged employees. 
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As a consequence of being excluded from credit and insurance markets, z-workers have to 

resort to informal and inter-linked forms of credit and insurance. These alternatives are an 

effective form of collective social protection, given lack of access to formal financial markets. 

However, the rules of "reciprocity and redistribution" governing them limit the possibility of 

individual accumulation. This complex financial dualism is reinforced by the allocation of cultural 

assets, which is firmly embedded in a micro-economy governed by non-market exchange rules. 

In Figueroa’s view, the segmentation of the financial market is linked back to endogenous 

inequalities of political power between different social groups. These inequalities are 

deliberately reproduced by rich capitalists, politicians and skilled labour, who actively invest in 

status differences and cultural barriers to guard these uneven power relations.  

Copestake (2007) looks critically at Figueroa’s sigma model. According to him, the main 

limitation of the model is that its mathematical precision and rigorousity introduces simplifying 

assumptions that alienate other social scientists, and dismiss from consideration potentially 

important possibilities for change. Therefore, there is scope for recasting the model within a 

broader inclusion/exclusion framework. First, the term social exclusion implies that inclusion is 

always positive, whereas it can also be negative and exploitative. This criticism could be 

addressed by acknowledging the existence of coercive inclusion in the economic sphere, which 

is rooted in forms of exclusion in the political and cultural domains. A wider inclusion-exclusion 

framework could easily deal with the concept ‘adverse incorporation’ and echoes the history of 

colonialism and inclusive dependency in Latin American countries.  

Second, actions cannot be categorised unequivocally as belonging to distinct cultural, political 

and economic spheres. Rather, most activities concurrently have consequences in all three 

(White and Ellison, 2004, as cited in Copestake, 2007). For instance, gaining access to credit by 

becoming a member of a village bank requires entering into a complex set of social 

relationships. Therefore, interventions that only focus on the material domain without assessing 
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the political and cultural features of the act are likely to have counter-productive effects as to 

render such narrowly conceived interventions extremely irresponsible. Hence a safer framework 

for analysis is to acknowledge and emphasise that any action can have consequences in all 

three spheres. 

Finally, social identity and networking need to be analysed in a more complex and fluid manner. 

Language is only one measure of racial and class divisions reflecting diverse and overlapping 

levels of market access, social protection and political influence (Altamirano et.al, 2004). For 

instance, it is evident that not all Andean regions in Peru are similarly impoverished 

(Bebbington, 1997, as cited in Copestake, 2007), nor all peasant farmers within them. An 

expanded framework could also integrate the possibility of skill acquisition through learning-by-

doing and hence the possibility of upward mobility in the labour market.  

2.1.3 A critical review of financial inclusion 
 

Helping the poor to gain access to financial services is not a new idea; it has been the key 

objective of the microfinance movement since its origins 3 . The shift in the language and 

inclinations of academics and leading international development organizations from 

microfinance to financial inclusion since the 2008 financial crisis (Johnson, 2009) reflects the 

mainstream of the former into the financial market (Copestake, 2007) and its merge with other 

bottom of the pyramid investment opportunities (Prahalad, 2004). According to Mader (2018), 

financial inclusion can be seen as a relabelled version of microfinance. Like microfinance, it 

follows the central premise that development and poverty reduction should be pursued through 

                                                
3
 The beginning of Microfinance, defined as financial services for relatively poor people, goes back to the nineteenth 

century. This was a period marked by the proliferation of friendly societies, Raiffeisen cooperatives (in the aftermath 
of European and North American industrialization) (Roodman 2012), and earlier forms of government sponsorship of 
credit for small businesses and farms (Anderson and Khambata 1985; Adams and von Pischke 1992). 

. 
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an expansion of financial markets—a ‘financialization’ of development and poverty disguised as 

inclusive development.  

Copestake et al (2016) criticize the global narrative of movement towards total financial 

inclusion. The authors argue that the history of microfinance should not be dominated by one 

overarching global perspective as it might downplay the great diversity of ideas, policies, 

practices and experiences associated with this field. The authors’ view is that more recent 

literature on financial inclusion is very narrowly framed, and hence needs to be viewed with 

some caution. This wider literature is also more ambivalent about the potential benefits of 

inclusion, with chronic indebtedness described as adverse incorporation.  

To do justice to the diversity of microfinance, the authors place it as a sub-field of international 

development (a distinct field of development thinking) and review three different ways of telling 

its history. First, the paper presents a dominant narrative, which portrays microfinance as having 

the power to advance financial inclusion and alleviate poverty. In other words, this positivist and 

progressive view suggests that microfinance aims at progressively include poor people into a 

globally integrated and regulated financial system where financial products are offered by 

private banks or strategically subsidised by government and aid agencies. This interpretation of 

microfinance as a process of global financial development, however, ignores the implications of 

huge diversity in the history and context of poverty around the world. The reason is that it firmly 

attributes lack of assets as the core problem facing poor people, shifting attention away from 

other factors often linked to poverty, such as inequality, coercion, discrimination, exploitation 

and powerlessness.  

Second, the paper puts forward a radical critique to the dominant narrative, which contests the 

view of universal financial inclusion. This critique highlights the regressive effects of increased 

‘financialization’ on poverty and inequality by underlying over-exuberant profit orientation and 
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the adverse incorporation of often vulnerable people into discriminatory, polarising and often 

exploitative relationships. Although evidence on the growth of commercial microfinance appears 

to support the dominant view, evidence on the impact of microfinance on the well-being of poor 

people is weak.  

The microfinance crisis erupted in the Indian state of Andhra Pradesh in October 2010, mainly 

attributed to overly aggressive loan expansion practices and recovery techniques (Augsburg 

and Fouillet, 2010), is a good example of a microcredit bubble leading to damaging over-

indebtedness driven by the irresponsibility, irrationality and failed coordination on the part of 

lenders, borrowers and regulators (Bateman, 2012; Roodman, 2012; Sinclair, 2012; Schicks, 

2013). Copestake et al (2016) argue that commercially oriented microfinance, in the context of 

the Andhra Pradesh crisis, rather than being a favourable substitute of exploitative money 

lending, represented a sinister refined version of it. Evidence on how microcredit can do harm 

combined with the inefficiency of the industry to produce more convincing evidence of its 

positive impact have therefore damaged its image as a mechanism for advancing inclusive 

development.  

The above critique is further explored in Copestake et al (2005), who focuses on evaluating the 

effect of microfinance on poverty reduction. The paper argues that although the priority given to 

financially self-sustainability of microfinance institutions (MFIs) over social performance 

(including poverty reduction) has contributed to the growth of MFIs and to reduce their 

dependence on subsidy; competition across the sector has also increased and with it concerns 

about possible loss of poverty focus, or ‘mission drift’. The authors analyse data from a village 

banking programme in Peru and find that although being an active client of the programme is 

associated with a faster growth of monthly incomes, the distribution of benefits among clients 

indicates that the impact of participation for wealthier individuals is on average 80% higher than 

that for poorer individuals. The authors conclude that the poverty outreach of financial NGOs in 
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Peru is lower than expected. That is to say, a lower proportion of microfinance institutions’ new 

clients are below the poverty line than their publicity has sometimes suggested. This finding is in 

line with previous studies suggesting that although a majority of microfinance users do generally 

benefit from its services (Sebstad and Chen, 1996; Morduch, 1999; Snodgrass and Sebstad, 

2002), there is also important evidence that the poorer microfinance users are, the less likely 

they are to benefit at all (Hulme and Mosley, 1996; Buckley, 1997; Copestake, 2002; Mayoux, 

2001; Marr, 2002; Shaw, 2004; Johnson, 2005; Wright-Revolledo, 2005).  

In line with Copenstake (2006), Mader (2018) argues that there is insufficient evidence for 

financial inclusion being poverty-alleviating, development-promoting, and profitable enough to 

justify all the attention and resources directed toward it. Thus, greater attention should be paid 

to the limitations and potential downsides of financial inclusion, especially the insufficiently 

recognized regressive effects of increased ‘financialization’. For instance, whether loans 

represent a significant financial drain on borrower households’ finances or whether digital 

financial services live up to their promise of providing affordable, convenient and secure banking 

services to poor individuals. 

Third, Copestake et al (2016) argue for an alternative narrative of the history of microfinance 

through a more plural account. This narrative suggests that providing an explanation for the 

institutional diversity of microfinance requires an exploratory and inductive approach to 

research, that is, an approach that avoids the imposition of a universal framework of inexorable 

inclusion on very diverse country-level experiences. To offer a richer and more nuanced 

understanding of variation in microfinance experiments, experiences and outcomes, the authors 

draw on a collection of doctoral dissertations, which illustrate microfinance experience according 

to social relations among users, organisational culture of providers and the political economy of 

regulation. 
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Johnson (2003) and Nino-Zarazua (2006) found that financial services usage is affected by 

localised socio-cultural norms and practices. In other words, the social relations within which 

microfinance products are embedded exert a powerful influence over product uptake. Johnson 

argues that the potential for voice provided by mutualist organisations to their members brings 

flexibility to the terms and conditions associated to financial products by giving users the 

capacity of negotiate in ways not permitted by banks, which behave more hierarchically. 

Gravesteijn (2014) and Humberstone (2015) examined how feasible it is for MFIs to pursue 

social and financial goals concurrently. They found that the management of social performance 

by MFIs is strongly influenced by their organisational culture. This results in resistance to the 

efforts of external agencies to promote a more uniform approach to performance assessment, 

which MFIs perceive as a potential threat to their organisational autonomy, values and identity. 

The main implication of this finding is that organisational culture limits the influence that external 

agencies have on MFIs, and therefore it is what matters most for social performance 

management. 

Finally, Cabello (2007) and Goodwin-Groen (2012) investigate national-level differences in the 

regulation of microfinance. They find that far from being a technical matter, microfinance 

regulation is inevitably political, thus reflecting distinctive political cultures and institutions. Both 

studies emphasise the variety of national outcomes and the friction between mainly business-

oriented pathways to financial inclusion and those motivated by the pursue of human well-being.  

2.1.4 Other theoretical perspectives  
 

Efforts to understand the drivers and effects of financial exclusion and inclusion have emerged 

from several different theoretical paradigms. In the neoclassical economic tradition, which rests 

upon assumptions of rational choice, financial exclusion is understood as voluntary. This 
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theoretical framework, which focuses on economic agents and assigns the state a secondary 

role, postulates that firms and consumers behave in a rational, self-interested, well-informed 

and competitive manner. What does this imply for FI? First, rationally self-interested agents 

would not act in such a way as to hurt their own well-being. For instance, consumers would not 

take up a financial product, say a loan, if it was not to their advantage. Second, well-informed 

agents, that is, those who have all the information necessary to make a rational choice, are 

assumed to shop around to find the best deal and understand the terms and conditions of a 

financial product before signing up for it. Another important postulate of the neoclassical theory 

is that the market in which consumers and producers operate is perfectly competitive. In other 

words, agents take the market price as given and have no ability to influence that price. This 

means that financial consumers can trust that no one provider or group of providers controls the 

market, and that inefficient and corrupt financial institutions will be outcompeted and pushed out 

of business (Buckland, 2012).  

Under the assumptions of neoclassical economics (rational consumers and functioning 

markets), financial exclusion is interpreted as a consequence of consumer choice and/or 

inappropriate government policy. One possibility is that consumers choose not to take up formal 

financial products because the economic benefits are surpassed by the economic costs, and 

instead they opt for informal sources of finance. A second, and not incompatible, possibility is 

that government policies, such as interest rate caps, can distort credit markets by restricting 

credit flows, which leads to the exclusion of certain population segments. In such a scenario, 

those harmed most are risky (predominately poor) borrowers who will simply be denied credit 

when the interest rate cap is not enough to cover their credit risk (Buckland, 2012). 

In the New-Keynesian theoretical framework, financial exclusion is seen as a consequence of 

market distortions brought about by information asymmetries between creditors and borrowers, 

which can lead to two sources of idiosyncratic credit risk: moral hazard and adverse selection. 
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An influential paper by Stiglitz & Weiss (1981) compellingly explains this issue. It shows that in 

order to compensate for the probability that a borrower won't repay their debt (adverse 

selection) and to reduce the incentive to misuse credit in risky or fraudulent activities (moral 

hazard), lenders may resort to nonprice devices (e.g., collateral and guarantees) or simply 

restrict the quantity of credit supplied.  

By unveiling exclusion in credit markets, the Stiglitz-Weiss model to some extent acknowledges 

the coexistence of fringe and mainstream banking systems. This point is further elaborated by 

Dymski (2005), who argues that asymmetric information between lenders and borrowers leads 

to credit rationing and therefore to the discrimination of high risk customers who are screened 

out of the formal financial system and, as a result of it, face higher interest rates when resorting 

to alternative sources of finance. Fragmented credit markets can, therefore, reinforce income 

and asset inequality, and contribute to widen the wealth and income divides (Dymski, 2005, p. 

454). 

Further insight has been generated in the field of behavioral economics, which uses 

experimental methods to explain FI by focusing on personal financial behaviour. In this field of 

research, the neoclassical economics assumption of perfect rationality is replaced by the 

concept of bounded rationality, which provides a better understanding of individual financial 

decision making (Buckland, 2012). Bounded rationality is reflected in certain decision-making 

behaviours, such as rules of thumb (heuristics), overconfidence, and status quo bias, and 

extends to situations of bounded willpower, that is, engaging in behaviours against one’s own 

best interests. Some examples include using one’s credit card to its limit, not saving on a 

regular basis, and not learning about different investment options (Mullainathan and Thaler 

2001).  
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An alternative perspective that also addresses some of the failings of rational choice theories is 

provided by institutionalist, sociological and geographical perspectives on financial exclusion 

and inclusion. Institutional theory explains FI as a function of interactions between individuals, 

institutions (e.g. firms, laws, regulations, policies) and wider social structures (e.g.  social and 

cultural norms) (Buckland, 2012; Johnson & Nino-Zarazua, 2011). 

Institutional analysis focuses on how formal rules (e.g. laws, regulations, and policies) or 

informal norms (e.g. traditions, conventions, and conducts) influence the way in which the 

banking sector operates, and guide social behaviour that shapes FI (Johnson & Nino-Zarazua, 

2011; Johnson & Williams, 2013). This analytical framework has become pivotal to the 

understanding of how financial markets and policy can be developed to help address financial 

exclusion (Demirgüç-Kunt, Beck, & Honohan, 2008) 

Using institutional analysis to explore the determinants of FI entails resorting to theories from 

different fields, such as economics, political science and sociology (Scott, 2001). In this regard, 

Johnson & Nino-Zarazua (2011) note that a political economy perspective allows to understand 

the historic, social and political dynamics underpinning FI. Another prevailing feature of 

institutional theory is its applicability to different levels of analysis, including individual, group, 

and organization level (Scott, 2008). 

Institutional reform in the form of policies to advance financial access is viewed within 

institutional theory as a means to financial market development, involving the creation or 

adjustment of formal rules (Johnson & Nino-Zarazua, 2011). However, although such policies 

tend to be easily created or changed, they are often left unimplemented, especially when they 

are not compatible with the institutional structure of a particular environment (Boettke et al., 

2008). This situation has been evident in some attempts to transfer to developing countries what 
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is regarded as good regulatory practices, but which have failed due to lack of  attention to the 

underlying institutional context (Chang 2006; Rodrik, 2007, 2008).  

Goodwin-Groen (2012) cites the Microfinance Act in Uganda as an example of the mismatch 

between banking regulatory standards and a country’s institutional context. Although the Act 

takes into account indigenous norms and legitimizes deposit taking and intermediation of small-

scale savings, the regulation established by the Central Bank to accompany the Act only allows 

savings to be used to secure loans. This regulatory action, which directly undermines the 

inclusive nature of the Act, was implemented by technical advisors based on standard risk 

management practices.  

Institutional analysis emphasizes the importance of a strong legal system in financial 

development (Johnson & Nino-Zarazua, 2011). According to the law and finance theory, the 

degree of legal protection and quality of law enforcement is set by the origin of a country’s legal 

system, with common law legal systems better safeguarding investors through well-defined 

contract and property rights compared to civil law legal systems (La Porta et al., 1998; Johnson 

& Nino-Zarazua, 2011). Differences in legal origin can, therefore, explain cross-country 

variations in financial development (La Porta et al., 1998. 1999). This theory has two contrasting 

implications for FI. On the one hand, given their flexibility, common law systems can be 

straightforwardly adapted to varying economic and commercial needs, and thus contribute to 

increasing the outreach of financial services, as in the case of mobile banking in South Africa 

and Kenya (BFA, 2009). On the other hand, civil law systems may facilitate the expansion of 

banking services once laws are adopted as, for instance, in the case of the banking 

correspondent model in Mexico (ibid).  

As mentioned earlier, institutional analysis asserts that formal rules may coexist with informal 

norms, such as practices, conventions, beliefs, ideologies and mental models (Williamson 2000; 
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North 1990). The FI field is to an extent further ahead in acknowledging this than other 

development areas (Johnson & Nino-Zarazua, 2011). For instance, within the analytical scope 

of FI, trust and social networks are viewed as alternative sources of information in weak 

institutional environments, that is to say, settings where formal rules (e.g., property rights, 

consumer rights, creditor rights, and collateral laws) are absent. Allen et al. (2006) corroborate 

this assertion. They find that in India, reputation and personal relationships, categorized as non-

legal ‘institutional substitutes’, are a more effective method to screen potential borrowers and 

enforce contracts than more formal institutions, such as creditor rights. 

Information circulating through informal networks is particularly useful when little credit bureau 

data is available. This is especially the case in settings where banking-based financial systems 

prevail (over market-based systems), and as a result, financial institutions prioritize financing the 

large, low risk and collateralized borrowers whom they know enough about. In this context, 

lending relationships established through reputational networks based on culturally linked 

groups (Honohan and Beck 2007) not only allow the effective use of ‘soft’ information derived 

from long-lasting relationships (Lin 2012), but also decrease the costs of screening and debt 

recovery (Armendáriz and Morduch 2005).  

Social relations such as those of gender, age, religion and ethnicity are typically deemed to 

have a discriminatory effect, and to lead to socially-regulated and fragmented markets (Harriss-

White, 2003, 2004). According to Johnson (2006), social institutions, in all their multiple forms, 

play an important part in the generation of social differences and processes through which 

financial inclusion and exclusion operate. Despite their role in driving financial access, 

institutional analysis concerning financial sector development has largely excluded social norms 

from its scope of analysis, neglecting in this way the sector’s embeddedness in social 

institutions (Fergusson, 2006; Rodrik 2000: 3). 
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Recent research, however, has begun to pay attention to the role of social institutions in driving 

financial inclusion. A good example of this is the four-fold institutional hierarchy developed by 

Williamson (2000). This suggested hierarchy places social structures at the first level; in the 

second place, the rules of the game that determine the overall (formal) institutional environment 

(e.g. property rights and the judiciary); in third place, rules associated with the playing of the 

game or contracts; and finally in fourth place, rules linked to resource distribution processes 

(e.g. trade schemes and social welfare systems).  

Given the multiple barriers associated with involuntary exclusion, understanding its drivers is 

key to achieve FI. This is likely to be especially important in developing countries, where in 

general a high proportion of individuals do not have access to mainstream financial services 

(Demirgüç-Kunt et al., 2015; Demirgüç-Kunt and Klapper, 2012, 2013). In this context, it is 

therefore sensible to assume that exclusion is primarily involuntary, which is supported by an 

array of research that shows the interest of low-income people in saving and the intricacies of 

the financial instruments they use to manage their finances (Bouman and Hospes, 1994; Collins 

et al., 2009). 

Gender relations, an essential component of social institutions, have been shown to have 

important implications for the financial inclusion of women. However, their study has been 

deemed as complex due to their interaction with other social structures (e.g., age, ethnicity, 

race, and religion) that are also found to influence the position and identity of individuals in a 

social group (Bermeo & Collard, 2018; Johnson, 2004). These intricate dynamics, along with the 

scarcity of appropriate gender-disaggregated data, have resulted in a shortage of gender-

oriented research on financial inclusion (Bermeo & Collard, 2018; Alliance for Financial 

Inclusion, 2016), which is a gap that this thesis addresses in the empirical chapters that follow.  
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The study of FI has also been framed by sociological perspectives derived from household 

surveys and qualitative fieldwork. Poverty and community-based analysis, an approach 

developed within this framework, emphasizes the realities of the financially excluded by 

focusing on understanding the factors that reinforce poverty and inequality, such as class, 

gender, ethnicity, and inner-city locale. Studies using this approach are generally based on 

qualitative field research methods, such as life-history and neighborhood surveys (Squires and 

O’ Connor, 1998; Buckland and Martin, 2005). Results reveal that high poverty rates associated 

with inner-city residence constrain individuals’ economic opportunities, including their ability to 

access and use mainstream financial services (Buckland, Hamilton, and Reimer 2006; Dymski, 

2000).  

Similarly, household-levelanalysis adopts a sociological perspective to unpack the relationship 

between FI and household dynamics (e.g., gender relations within the household, household 

decision making and resource allocation). Research using this approach supports the argument 

that the gender division of labor restricts the access of women to the job market, and excludes 

them from household decision making. As a result, men are more likely than women to have 

control over financial products within the house. In some instances, this situation persists even if 

the women is who signs up for a financial product and is contractually responsible to a financial 

institution (Kabeer, 2001; Goetz and Sen Gupta, 1996). 

Finally, geographical spatial analysis pays special attention to location as determining factor of 

financial services provision. Studies using this analytical framework often seek to determine 

whether commercial banks are under-located in impoverished neighborhoods (Buckland, 2012).   

My thesis provides an important theoretical contribution to the understanding of the dynamics 

underlying FI by extending cross-national analysis, unpacking gender dimensions and 

addressing the dearth of geographic research in this field. 
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2.2 Why financial inclusion matters 

Financial deepening, or increased provision of financial services, is seen as a driver of 

development and economic growth. Evidence shows that industries and firms are likely to enjoy 

higher growth rates in countries with a well-developed financial system than in countries with an 

under-developed banking industry (Levine, 1997). This is because access to finance, when 

associated with efficient financial intermediation, encourages investment, entrepreneurship, 

productivity (Banerjee and Newman, 1993; Cagetti and De Nardi, 2006; Lloyd-Ellis and 

Bernhardt, 2000), innovation, and job creation (Beck et al., 2005; Ayyagari et al., 2008). All 

these factors play a key role in spurring economic growth4.  

Dabla-Norris et al. (2015) empirically demonstrate that access to credit, depth of credit, and 

credit intermediation (proxy indicators for FI) have a significant and direct impact on GDP 

growth and productivity. The paper asserts that countries that exhibit higher levels of these 

indicators tend to have a more efficient financial contracting and allocation of resources, 

resulting in stronger entrepreneurship and new business that rises aggregate output. However, 

the study notes, country-level conditions affect the magnitude of the effect of these FI indicators 

on economic development, and therefore a deeper understanding of the country-level context is 

essential to maximize the impact of FI in policy formulation. 

An inclusive financial system brings numerous benefits to countries, especially to their 

development. First, it channels funds from savers to borrowers facilitating productive 

investment. Second, by enabling access to a variety of products and services, it can 

considerably improve daily financial management. Third, it enables the participation of 

                                                
4
 Although the idea that financial deepening stimulates economic growth is backed by a great deal of research. There 

are, however, a few researchers that challenge the validity of the finance-growth relationship in certain contexts. For 
instance, Demetriades and Law (2006) find that financial depth has no effect on growth in countries with weak 
institutional environments. A similar result is found by Rousseau and Wachtel (2002) in countries with double digit 
inflation. 
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individuals and firms in the formal financial system by providing a path to safe savings and 

credit practices, thus helping reduce the proliferation of informal, and often abusive, sources of 

finance such as pawnbrokers and loan sharks (Sarma & Pais, 2011).  

Another potential benefit of FI is its contribution to poverty reduction (Beck et al., 2007; Clarke et 

al., 2006; Honohan, 2008; Kendall, Mylenko and Ponce, 2010). In the absence of an inclusive 

financial system, individuals must hinge on their own limited savings to pursue personal or 

family projects, and cover emergencies. This is particularly detrimental to the poor who, as a 

consequence of their irregular income, have no alternative but to resort to unregulated and, 

often expensive, sources of finance. In this environment, entrepreneurs must likewise rely on 

their constrained earnings to raise capital and seize opportunities to grow their business. This 

can result in poverty spirals and persistent income inequality (Aghion and Bolton, 1997; 

Banerjee and Newman, 1993; Galor and Seira, 1993; Beck, Demirgüç-Kunt and Levine, 2007).  

Empirical evidence on the effect of FI on economic development and poverty varies depending 

on the type of financial product under analysis. While the evidence is particularly supportive with 

regards to savings and payments services, it paints a rather mixed picture with respect to credit, 

more specifically microcredit. A number of randomized controlled trials show that having access 

to a savings account or other basic savings mechanisms positively affects savings habits 

(Aportela, 1999; Ashraf et al., 2006), productive investment (Dupas and Robinson, 2011, 2013), 

income, consumption, productivity, investment in preventive health (Ashraf et al., 2010; Dupas 

and Robinson 2013), and women’s empowerment (Ashraf et al., 2010).  

On the other hand, empirical research on the impact of microcredit on low-income individuals 

has produced controversial (and inconclusive) findings. Even the World Bank, in its Finance for 

all? report, acknowledges that the evidence in favor of the positive impact that access to credit 
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has on the welfare of the poor is not especially strong (Demirgüç-Kunt et al., 2008, p. 99). 

Makina and Malobola (2004) group such studies into three categories:  

a) research that shows positive socio-economic effects, such as reduced income inequality, 

employment generation, improved nutrition and health, higher levels of school 

attendance, women’s economic participation, and stronger community networks (e.g. 

Afrane 2002; Barnes 1996; Barnes and Keogh 1999; Beck et al. 2007; Hietalahti and 

Linden, 2006; Hossain and Knight, 2008; Khandker, 2001; Schuler et al., 1997; UNICEF, 

1997; Wright 2000); 

 

b) research that suggests negative effects, such as persistent poverty and income 

inequality, high borrowing costs, over-indebtedness, spirals of debts, and exploitation of 

women (e.g. Adams and Von Pischke, 1992; Bateman and Chang, 2009; Buckley, 1997; 

Copestake, 2002; Goetz and Sen Gupta, 1996; Kabeer, 1998; Rogaly, 1996);  

 

c) studies that show mixed effects, for instance, gains for the poor but not for the poorest 

(e.g. Copestake et al., 2001; Hulme and Mosley, 1996; Morduch, 1998; Mosley and 

Hulme, 1998); or assisting the poor to better manage their finances (Rutherford, 1996) 

without impact on their economic well-being (e.g. Husain et al., 2014; Mayoux, 1999; 

Rahman, 1999).  

 

While microfinance (MF) focuses on providing access to credit for the poor, FI promotes access 

to a wide range of financial products and services (e.g. credit, savings, insurance and 

payments) to all segments of society. By aiming to reach everyone who is excluded and 

providing them with the financial services they need, it is believed that FI has the potential to 

have more positive impacts than microfinance on individuals’ economic well being (CFI, 2013).  
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3 Methodology and data 

3.1 Measuring financial inclusion 

Developing more inclusive financial systems has become a key objective on policy agendas 

around the globe. Measurement is vital to understanding financial inclusion and identifying 

barriers that may prevent people from using financial services. It is also fundamental to helping 

set national financial inclusion targets and track progress towards achieving them. When 

policymakers have reliable performance indicators, they can: determine the state of financial 

inclusion, identify obstacles, agree upon targets, design policies, and asses and track policy 

impact. 

Researchers and policy makers rely on demand and supply-side information to investigate the 

extent and determinants of financial inclusion. Supply-side data is generally obtained from 

regulated banking institutions or through reporting to financial regulators. It provides information 

about the provision of financial services, such as geographical access (branch location), pricing 

and outreach of banking services. This information is frequently processed and presented as 

broad measures of access and usage of mainstream financial services.  

Supply-side datasets represent a low-cost alternative to demand-side data surveys (which are 

expensive and less frequent), and have played a key role in drawing the attention of policy 

makers, researchers and donors to the importance of measuring and monitoring financial 

inclusion. However, indicators based on data collected from financial service providers have 

many important limitations. First, data is only collected from regulated financial and 

telecommunication institutions and hence provide an incomplete picture of financial access. 

Second, and most importantly, this data collection approach does not allow disaggregation of 

financial service users by income or other socio-economic characteristics; hence, policymakers 
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are unable to identify population groups facing greater challenges and barriers in accessing 

mainstream financial services, such as women, rural residents, and the poor (Klapper and 

Singer, 2018). 

Demand-side data provide information about users of financial services (individuals, households 

and businesses). This type of data, mainly collected through household and firms surveys, helps 

understand users’ financial needs, obstacles encountered when trying to access formal financial 

products, and users’ socio-economic and demographic characteristics (e.g., income, education, 

employment status, age and gender). However, demand-side data-gathering efforts tend to be 

expensive, restricted and generally uncoordinated. For instance, multi-country efforts to 

measure access of individuals to financial services tend to be limited, both in terms of the 

number of countries covered and the amount and type of information collected from 

respondents. In addition, data are often not comparable across participating countries because 

of the different wording and definitions used in the questionnaires applied in each country. This 

lack of comparability prevents researchers from drawing robust conclusions about the state of 

financial inclusion across countries and regions. Another important challenge is that surveys of 

individuals cannot easily be compared with surveys of households. Financial services usage 

can vary significantly between different household members. It would therefore be a mistake to 

assume that the access and use of financial services corresponding to one randomly selected 

household member is representative of the entire household (Klapper and Singer, 2018). 

The following two sections present examples of supply-side and demand-side datasets on 

financial inclusion, including the Global Findex and the Peruvian Pilot Survey of Access and Use 

of Financial Services, both of which are used in this thesis. 
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3.2 Supply-side data 

FI has been typically measured using supply-side indicators built from data reported by financial 

service providers to central banks or regulatory bodies (Allen et al., 2012; Rojas-Suarez and 

Amado, 2014). A number of international development organizations have developed open data 

portals where this information is published with the aim of comparing and tracking the progress 

of financial inclusion across the world (AFI, 2010, 2013; World Bank, 2014). 

The Financial Access Survey (FAS), launched in 2009 by the International Monetary Fund 

(IMF), is an important source of supply-side data on access to and use of financial services of 

individuals and enterprises around the globe. The FAS is derived from administrative data 

gathered from both conventional (e.g., commercial banks or other authorized deposit-taking 

firms) and digital financial service suppliers (e.g., mobile money providers). Since 2017, the 

survey has also collected gender-disaggregated data on specific indicators with the aim of 

assessing gender differences in access to finance. A number of international development 

bodies have used the FAS database to build indicators to measure the inclusiveness of the 

financial sector in different countries around the world. A good example is the G-20 Financial 

Inclusion Indicators presented at the Los Cabos Summit in 2012. 

The FAS classifies financial inclusion indicators into two categories: (i) geographical outreach 

(access); and (ii) use of financial services. Indicators in the first category include: 1) number of 

commercial bank branches per 1000 km2, 2) number of commercial bank branches per 100, 

000 adults, 3) number of ATMs per 1,000 km2, 4) number of ATMs per 100,000 adults, 5) non-

branch retail agent outlets of commercial banks per 1000 km2, 6) non-branch retail agent 

outlets of commercial banks per 100,000 adults, 7) mobile money agent outlets per 1,000 km2, 

and  8) mobile money agent outlets per 100,000 adults. 
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The second category, which incorporates gender-disaggregated data, includes the following 

indicators: 1) number of borrowers from commercial banks per 1000 adults, 2) outstanding 

loans from commercial banks (% of GDP), 3) number of depositors with commercial banks per 

1000 adults, and  4) outstanding deposits with commercial banks (% of GDP), 5) number of 

mobile money transactions per 1,000 adults, 6) value of mobile money transactions (% of GDP), 

7) men-owned deposit accounts with commercial banks per 1,000 adults, and  8) women-owned 

deposit accounts with commercial banks per 1,000 adults, 9) men-owned outstanding deposits 

with commercial banks (% of GDP), and 10) women-owned outstanding deposits with 

commercial banks (% of GDP). 

The Alliance for Financial Inclusion (AFI) is another international development body that has 

developed a Core Set of Financial Inclusion Indicators to measure fundamental aspects of 

financial inclusion, within and across countries, in a standardized manner. This set of indicators 

has been endorsed by the AFI’s network, comprised of central banks and financial regulatory 

bodies from more than 90 developing countries. In line with the FAS Survey, the AFI Core Set 

addresses two key dimensions of financial inclusion: access and usage.  

The access dimension measures the ability to use available formal financial products and 

services, and identifies obstacles to opening and using a bank account, such as cost or physical 

distance to financial access points (branches, banking agents, ATMs, etc.). Access indicators 

are usually based on information reported by financial institutions in compliance with regulatory 

requirements. The AFI access indicators include: 1) number of access points per 10,000 adults, 

2) percentage of administrative divisions with at least one financial access point, and 3) 

percentage of total population living in administrative divisions with at least one financial access 

point. 
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The usage dimension measures the extent to which (in terms of regularity, frequency, and 

duration) financial products and services are used over time. The AFI usage indicators include: 

1) percentage of adults with at least one kind of formal deposit account, 2) percentage of adults 

with at least one kind of formal credit account, 3) number of formal deposit accounts per 10,000 

adults, and 4) number of formal credit accounts per 10,000 adults. 

In line with the efforts of international development agencies to develop measurements of 

financial inclusion, national financial supervisory authorities have also developed FI indicators 

based on data collected from financial institutions under their regulation. For instance, the 

Peruvian Financial Stability Authority (SBS) measures FI using three dimensions: access, usage 

and quality. While data obtained from financial institutions provide substantial information on 

availability and geographical outreach of delivery channels, data on usage and quality of 

financial services is still limited. Key indicators used by the SBS to measure financial access 

include the number of service points (branches, ATMs and banking agents) per 100,000 adults 

and per 1,000 km2. These indicators are calculated at the regional, provincial and district levels. 

Usage is proxied by the percentage of adults with formal loans, the percentage of adults holding 

deposit accounts, the number of borrowers per 1,000 adults, and the number of depositors per 

1,000 adults. Measures of deposit accounts reported by financial institutions have, however, 

some limitations. In this respect, the SBS notes that banks’ privacy policies impose restrictions 

on the reporting of information associated with ownership of multiple deposit accounts. This 

means that indicators reporting the total number of depositors may be overstated. 

Measuring financial inclusion using supply-side data has also been a topic of interest among 

academics. In a seminal paper, Sarma (2008) develops the Index of FI (IFI) and computes it for 

99 economies. The IFI incorporates information on three FI dimensions: 1) banking depth (e.g., 

measured as the number of bank accounts per 1, 000 population), 2) availability of banking 

services (e.g., measured as the number of bank branches and the number of ATMs per 1, 000 
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population), and 3) usage of the banking system (e.g., measured as the number of loans per 

1,000 people). The index captures country-level information on these three areas in a single 

number ranging between 0 and 1, where 0 denotes absolute financial exclusion (FE) and 1 

denotes absolute financial inclusion (FI) in a country. The value of the IFI is then used as 

decision criteria to group countries in three categories: i) high financial inclusion (0.5 ≤ IFI ≤ 1), 

ii) medium financial inclusion (0.3 ≤ IFI < 0.5), and iii) low financial inclusion (0.0 ≤ IFI < 0.3). 

Finally, countries are ranked by its IFI value to determine their position relative to other 

countries. Other researchers have built upon Sarma’s work and constructed similar indicators to 

measure FI across countries. For instance, Arora (2010) expands Sarma’s analysis by adding 

two new dimensions to the computation of the IFI index: ease and cost of transactions.  

3.3 Demand-side data 

While provider-side data have made it possible to make information on the outreach of financial 

services available, relatively little has been known, until lately, about the use of financial 

services among different groups (e.g., the poor, women and rural residents). Efforts to address 

this data gap have been primarily undertaken by international development organizations and 

donor agencies. Two examples of such efforts are the Global Findex and the Peruvian Pilot 

Survey of Access and Use of Financial Services. These two datasets are used in this thesis and 

discussed in the following two subsections. 

3.3.1 The Global Findex 
 

The Global Findex database, developed by the World Bank with funds from the Bill and Melinda 

Gates Foundation, is the world’s most comprehensive demand-side survey on financial 

inclusion so far. It provides information on how people around the globe save, borrow, make 

payments, and deal with risk. The Global Findex has been conducted every three years since 

http://econ.worldbank.org/WBSITE/EXTERNAL/EXTDEC/EXTRESEARCH/EXTPROGRAMS/EXTFINRES/EXTGLOBALFIN/0,,contentMDK:23147627~pagePK:64168176~piPK:64168140~theSitePK:8519639,00.html
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2011 in partnership with Gallup, Inc., through nationally representative surveys of more than 

150,000 randomly selected adults in over 140 countries. An advantage of such a 

comprehensive database is that it allows identifying, across and within countries, population 

groups that are less likely to participate in financial markets. This can help guide policies to 

tackle financial exclusion.  

The Global Findex has been typically used as a benchmark for global efforts to promote 

financial inclusion. The database has been used, for instance, to monitor progress toward the 

World Bank goal of Universal Financial Access by 2020 and the United Nations Sustainable 

Development Goals. Global Findex data has also been the main source of information for 

studies on financial inclusion conducted by academics and development practitioners. The 

database, the questionnaire, a description of the methodology and other pertinent material can 

be accessed at http://www.worldbank.org/globalfindex. 

The individual-level variables included in Chapter 4 and 5 come from the first wave (2011) of the 

Global Findex. (see Appendix table 4.6 and 5.7 for the list of countries in each chapter). The 

survey provides information on bank account ownership and socio-economic characteristics of 

individuals across the globe, which is used to carry out the empirical analysis in Chapter 4. This 

chapter identifies groups particularly vulnerable to exclusion from the formal financial system 

and determines the role that the legal and regulatory environment plays in tackling financial 

exclusion across the world.  

The Global Findex provides gender-disaggregated data on access to financial services. This 

characteristic makes it particularly appropriate to perform the analysis in Chapter 5, which 

focuses on assessing the gender gap in financial inclusion, and exploring whether policies and 

laws aimed at empowering women, particularly in the workplace, have the potential to narrow 

this gap.  

http://www.worldbank.org/globalfindex
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Missing values in individual-level variables were handled using listwise deletion. That is, 

dropping observations corresponding to "I don't know" or “refused to answer” categories of the 

variables of interest. Missing values in country-level variables were handled by excluding from 

the analysis economies without data on these variables. The outcome variable and the 

individual- and country-level explanatory variables used in building the statistical models in 

Chapter 4 and 5 are described below. 

Account ownership, the dependent variable, is measured with the question “Do you, either by 

yourself or together with someone else, currently have an account at a bank, or other type of 

formal financial institution?” The Global Findex database defines account ownership as being in 

possession of an account managed by a formal financial institution or a mobile money supplier. 

This includes traditional accounts at financial institutions (e.g., commercial banks, cooperatives, 

credit unions or microfinance institutions), and mobile money accounts administered by bank 

and non-bank financial institutions, which provide access to phone–based financial services, 

such as receiving money or paying bills. This variable takes the value of 1 if the individual owns 

an account and 0 otherwise.  

It is important to note that the Global Findex dataset does not differentiate between sole and 

joint accounts. Respondents who report owning an individual account, a joint account, or both 

types of accounts are classified within the same category, “owning an account.” The way the 

dependent variable was coded in the survey might therefore have some implications for the 

analysis of gender differences in bank account ownership.  

First, joint accounts are mostly used by married couples, civil partners and couples who live 

together as they offer a straightforward way of sharing money and managing expenses (e.g., 

mortgage or rent payments). Holding a joint account, however, does not always mean being 

financially included. Indeed, it can sometimes be detrimental to people’s financial independence 
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and well-being, most notably among women. Research conducted in the US and UK shows that 

although a joint bank account is deemed a “symbol of trust” and “jointness” through marriage, 

the partner who earns most of the money maintained in the account is typically who has greater 

control and influence over the way this money is spent. The research also finds that joint-

decision making among newlywed couples is relatively high, but only until the first child is born. 

At this point the husband’s influence relative to the wife’s tends to increase. This highlights how 

gender roles within marriage show the continuing prevalence of the more traditional view of man 

as the breadwinner and woman as the home-keeper (Singh, 1997). 

Second, literature on financial abuse within intimate partner relationships shows that women are 

more likely than men to experience this type of abuse. This literature also finds that being 

denied access to a joint bank account is one of the most common tactics used by perpetrators, 

who will typically encourage their female partners to close their own bank accounts and set up a 

joint account, which they are then denied access to (Adams et al. 2008; Branigan, 2004; Littwin, 

2012; Sharp; 2008; Howard & Skipp, 2015).  

The above shows that gender differences in account ownership may indeed be larger than 

suggested by the Global Findex. This suggests the need for indicators that allow accurately 

assessing women’s access, use and control over financial products; and monitoring how the 

gender gap in financial inclusion varies across countries and over time.  

The analysis in Chapter 4 and 5 focuses on exploring the determinants of account ownership for 

a number of reasons. First, a bank account is a product with similar characteristics across 

countries, as noted above. Second, contrary to credit, bank accounts are used for daily financial 

transactions, such as making payments and depositing and withdrawing money. Third, even if a 

universal demand for credit is assumed, in reality not everyone qualifies for it. Many individuals 

might be over-indebted, lack credit history, or have infeasible investment projects. Allocating 
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resources to these individuals would therefore be both inefficient and risky. Finally, while 

universal access to a transaction account has become a development priority among policy 

makers worldwide, universal access to credit may not be a policy priority in many countries due 

to financial stability concerns and established regulation aimed at preventing future financial 

crises. 

I consider a group of independent variables that the literature identifies as important 

determinants of access to financial services. Income is a measure of relative income within a 

country that classifies individuals into wealth quintiles based on their monthly earnings. It ranges 

from 1 (the poorest quintile) to 5 (the richest quintile). Education measures the highest 

completed level of education and is grouped into three categories (1= completion of elementary 

education or less, 2= completion of secondary education, 3= completed education after high 

school or more). Female indicates whether the respondent is a woman. Age is expressed in 

years. Exploratory analysis shows that bank account usage first increases and then declines 

with age, thus in order to take into account this quadratic relationship a squared term for age is 

added to the analysis.  

In addition to controlling for individual-level characteristics, Chapter 4 estimates the effect of 

theoretically relevant country-level variables on financial inclusion. Log of GDP per capita is the 

logarithm of gross domestic product (GDP) per capita in constant 2005 U.S. dollars, and is 

taken from the World Bank Development Indicators (WDI). Bank branch density (log) denotes 

the average number of commercial bank branches per 1,000 square kilometers, and is used as 

a proxy for availability of financial services. Data for this variable comes from the International 

Monetary Fund’s Annual Financial Access Survey (FAS). Internet users (per 100 people) 

measures the number of people who use the Internet, and serves as a proxy for infrastructure 

for the delivery of financial services. 
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Rule of Law, extracted from the Worldwide Governance Indicators (WGI), ranges from 0 to 100. 

This variable assesses perceptions of the degree to which agents trust and obey the rules of 

society. It reflects the quality of the judicial system, police services, contract enforcement and 

property rights. Legal Rights Index from the World Guide Doing Business (DB) ranges from 0 to 

12 and assesses the degree to which collateral and bankruptcy laws safeguard the rights of 

borrowers and lenders.  

Three dummy variables are included to capture the influence of policies aimed at expanding 

access to banking services to the unbanked on the likelihood of account ownership. Basic 

Account reflects whether financial institutions are required to offer basic or low-fee accounts. 

G2P Transfers indicates whether a government encourages or mandates the payment of social 

transfers through bank accounts. Correspondent Banking Permitted denotes whether financial 

institutions are allowed to offer their services via bank agents. The data for these three dummy 

variables comes from the Consultative Group to Assist the Poor (CGAP).   

Chapter 5 analyses the contextual determinants of women’s uptake of financial products. In this 

chapter I follow the analytical approach used by Chakraborty (2014) who explores female 

financial inclusion and its association with legislation in three areas: women in governance 

roles, women in the workplace and women’s position in the society. Chakraborty’s framework 

also identifies law enforcement mechanisms, Sharia Law and labour market participation, as 

potential drivers of financial inclusion among women. 

I focus on regulation aimed at empowering women in the job market and promoting their 

security and dignity in the society. Using data from the World Bank’s Women, Business and the 

Law (WBL) database5, I create a group of binary variables to indicate whether a country has 

                                                
5
 The database is available at http://wbl.worldbank.org/ 
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enacted laws concerning these areas. The dummy variables take a value 1 if there is a law in 

place to avoid discrimination and 0 otherwise.  

To examine women’s empowerment in the workplace, I look at laws in place to prevent gender 

wage discrimination, stop women’s discrimination in the recruitment process, allow women to 

work the same night hours as men, allow women to work in the same industry as men, and 

mandate maternity leave (either paid or unpaid). To examine women's security and dignity in 

the society, I look at laws in place to stop domestic violence and sexual harassment against 

women.  

In order to determine the existence of strong enforcement mechanisms guaranteeing that 

gender equality laws are observed, a binary variable denoting whether a country has ratified the 

Optional Protocol to the Convention on the Elimination of All Forms of Discrimination against 

Women (OPTCEDAW) is included in the analysis. The OPTCEDAW, adopted by the United 

Nations in 1999, is an international treaty which sets complaint and inquiry mechanisms for 

the Convention on the Elimination of All Forms of Discrimination AgainstWomen (CEDAW). 

Signatories to the Protocol agree to let the Committee on the Elimination of Discrimination 

against Women hear complaints from individuals or groups and conduct inquiries into violations 

of the Convention. In addition, I control for the rule of law, an element of the Worldwide 

Governance Indicators (WGI) that assesses perceptions of the extent to which agents trust and 

obey the rules of society. This variable reflects the quality of the judicial system, police services, 

contract enforcement and property rights. 

Chapter 5 also considers a group of country-level variables reflecting socio-economic factors 

relevant for financial inclusion. Log of GDP per capita is the logarithm of gross domestic product 

(GDP) per capita, in constant 2005 U.S. dollars. Women's labor force participation denotes the 

percentage of the working age female population that is part of the labor force. Both indicators 

https://en.wikipedia.org/wiki/Treaty
https://en.wikipedia.org/wiki/Convention_on_the_Elimination_of_All_Forms_of_Discrimination_Against_Women
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are taken from the World Bank Development Indicators (WDI). Finally, I consider the role of 

religion in determining women’s financial inclusion by including a binary variable, Muslim-

Majority Country, which denotes countries whose population is predominantly Islamic. Data for 

this variable comes from the Pew Research Center’s Religion and Public Life database. 

3.3.2 The Peruvian Pilot Survey of Access and Use of Financial 

Services 
 

The data used in Chapter 6 comes from the Pilot Survey of Access and Use of Financial 

Services, conducted in 2012 by the Peruvian Financial Stability Authority (SBS) with funds from 

the Inter-American Development Bank (IDB). The survey, made available to the public in 2016, 

represents the first effort by the Peruvian government to comprehensively collect, from a 

demand perspective, information on access and use of financial services.  

The survey interviewed 2800 individuals aged 18-65 years across 24 provinces. The provinces 

covered by the survey are grouped within four regions: Lima, (the capital, located in the central 

coast), La Libertad (northern coast), Arequipa (southern coast) and Junin (central highland). It is 

worth noting that Peru is divided into 25 regions. The regions are subdivided into 195 provinces 

(provincias), which are composed of 1,834 districts (distritos).  

The sample of individuals was randomly selected using a process of several stages, with 

stratification at the district, town, residence and household level. On average, 95% of the 

population in the selected regions was considered by the sampling procedure. Additional 

information about the survey and its methodology can be found at www.sbs.gob.pe. 

The analysis in Chapter 6 uses a sample of 2488 people. Since examining the effect of 

proximity to banking delivery channels (bank branches, ATMs or banking agents) on the uptake 

of financial products is one of the main focuses of this chapter, individuals who did not report 

http://www.sbs.gob.pe/
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proximity to the nearest banking service point were excluded from the analysis. This is because 

there was no town with only non-respondents to the question about time spent travelling to the 

nearest banking service point. Missing values in this variable (as indicated in the survey’s 

methodology report) could therefore be associated with misreporting or misunderstanding of this 

question.  

The outcome variables (Savings and Credit) measure the likelihood of financial inclusion, that is, 

the probability of using formal credit and savings products. In Peru, formal financial products are 

offered by institutions under the supervision of the SBS, such as private banks, microfinance 

institutions (MFIs), and savings and credit cooperatives (SACCOs). On the other hand, informal 

financial products are offered by individuals or institutions out of the regulation of the SBS, such 

as ROSCAs (also known as juntas or panderos), solidarity groups, and pawnbrokers (Alvarado 

et al., 2001).  

Savings measures whether an individual keeps savings in formal financial institutions. Credit 

assesses whether an individual has applied for a loan with a formal lender in the 12 months 

prior to the survey. This variable captures the ability of individuals to approach financial 

institutions to request a loan, rather than the actual use of the loan. The reason is that being 

denied credit does not necessarily mean being financially excluded. In other words, not 

everyone is creditworthy. Some individuals might not qualify for credit due to over-indebtedness, 

a negative credit score, infeasible investment projects or an unstable work history. Granting 

credit to these individuals would therefore be both inefficient and risky.  

A number of individual characteristics that the literature deems as important determinants of 

financial inclusion are considered in this study. Rural takes the value 1 if the respondent lives in 

a rural area and 0 otherwise. Female indicates whether the respondent is a woman. Age is 

expressed in years. Since exploratory analysis shows that the use of financial services first 
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increases and then declines with age, a squared term for age is added to the analysis to take 

into account this quadratic relationship. Each respondent falls into one of three education 

categories: Primary (primary education or less), Secondary (high school education), and 

Tertiary (higher education, the base category). Married/Cohabiting takes the value of 1 if the 

respondent is married or cohabiting and 0 if he or she belongs to a different marital status 

category. 

Respondents are placed into one of three employment status: Employee (wage employment, 

the omitted category), Self-employed (respondents who work for themselves) and Unemployed/ 

Out of the work force. A group of dummy variables capturing individual and household income 

are also considered in the analysis. Remittances generator and Remittances recipient measure 

whether an individual sends or receives remittances, respectively. Home owner captures 

respondents who own the house where they (and their family) live. Electricity, Gas, Cable TV, 

Internet, Landline phone and Mobile phone all measure access to basic utilities.  

Finally, geographical distance to financial services is proxied by Log of travel time, the natural 

logarithm of self-reported average travel time, in minutes, to the nearest financial service point 

(bank branch, ATM or agent). This variable is a richer indicator of proximity to financial services 

compared to other proxies of physical distance that have traditionally been used in the financial 

inclusion literature (e.g., rural/urban residence) (Camara, Pena & Tuesta, 2014; Johnson & 

Nino-Zarazua, 2011). Self-reported travel time to banking points not only provides information 

about proximity to financial institutions, but also serves, to a certain extent, as an indicator of 

monetary and non-monetary costs of accessing financial services. 
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3.3.3 Other demand-side surveys 
 

Other user-side surveys, although not publicly available and more limited in coverage, have 

been conducted in specific world regions. For instance, the FinScope Consumer survey, 

developed by FinMark Trust, has been undertaken in 26 economies (7 in Asia and 19 in Africa). 

The main aim of this nationally representative survey is determining how people manage their 

financial lives by measuring the levels of access to and uptake of both formal and informal 

financial products across income ranges and other demographics. The FinScope database can 

help researchers and policymakers establish reliable benchmarks, build financial inclusion 

indicators, develop plans to tackle barriers to the expansion of financial services, and identify 

opportunities for policy reform. 

A small but increasing number of countries have developed in-depth surveys to provide insights 

into the state of financial inclusion, inform policy making, and complement the information 

provided by cross-country surveys. In Mexico, for instance, the National Survey for Financial 

Inclusion (ENIF), developed by the National Banking and Securities Commission (CNBV) and 

the National Statistics and Geography Institute (INEGI), has made it possible to produce a 

nationally representative database that has contributed to the design of indicators of financial 

access and usage. Two waves of this survey have been undertaken so far. The first took place 

in 2012 and the second was carried out in 2015. In addition to socio-demographic data, the 

ENIF provides information on asset ownership, expense management, savings and credit 

mechanisms (both formal and informal), insurance uptake, retirement savings, receipt of 

international remittances, use of financial channels, and financial consumer protection.  
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3.4 Correlation and causation in the social sciences 

In econometrics, “the identification problem” refers to the problem of being able to make causal 

claims on the basis of observational data. In other words, differentiate between correlation and 

causation (Stock and Watson, 2001). Although statistical problems (generally associated to the 

weaker conclusions that can be drawn given a sample of finite size) contribute to the difficulty of 

empirical research, identification is deemed the more fundamental problem of the social 

sciences (Morgan and Winship, 2014). Increasing the size of a data sample would allow 

researchers to sharpen the inferences they make, but not to make new kinds of inferences. The 

latter would require either new knowledge of the population under study or new sampling 

processes providing data on different characteristics of the population (Manski, 1993). Given the 

complexity of this task, researchers need to resort to simplifying assumptions to identify 

parameters and therefore characterize the conclusions that could be drawn if a sample of 

unlimited size were available. There is therefore a clear distinction between problems of 

statistical inference arising from the variability of finite samples, and problems of identification in 

which researchers investigate the limits to which inference even from an infinite number of 

observations is suspect (Manski, 2003).   

Negative identification findings mean that statistical inference is unproductive. Therefore, there 

is no point in trying to use a sample of finite size to infer something that could not be learned 

even if a sample of infinite size were obtainable. Positive identification findings mean that one 

should proceed to study the feasibility of statistical inference (Manski, 1995). Morgan and 

Winship (2014) identify the two most essential elements for an identification analysis: 1) the 

array of assumptions about causal associations that the researcher is willing to maintain based 

on theory and past research, including assumptions about associations between variables that 

have not been observed but that are related to the outcome and cause of importance, and 2) 

the arrangement of information that can be assumed to be contained in the joint distribution of 
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the variables in the observed dataset if all members of the population of interest had been 

included in the sample that generated the dataset.  

3.4.1 Consequences of ignoring the identification problem 
 

Identification problems affect every aspect of empirical research and every effort by ordinary 

people to learn about the world in which they live (Manski, 2003). They complicate considerably 

the statistical analysis of models, affecting both structural inference and policy analysis (Stock 

and Watson, 2001). Tracking these problems and formulating restrictions to avoid them is an 

important goal of econometric modelling (Dufour and Hsiao, 2010). 

Social scientists often ask “treatment effect” questions of the form: What is the effect of X on Y? 

Empirical analysis of treatment effects (or the average causal effect of a binary (0–1) variable on 

an outcome variable of scientific or policy interest) poses a fundamental identification problem, 

commonly referred to as “the selection problem” or “unobservability of counterfactual 

outcomes”. This problem arises when researchers seek to contrast the outcomes that 

individuals would experience if they were given alternative treatments. Since treatments are 

mutually exclusive, researchers can only observe the outcome that each person experiences 

under the treatment that this person actually receives. The outcomes that people would have 

experienced under other treatments cannot be observed. These unobservable outcomes are 

counterfactual. Hence, data on outcomes and treatments cannot by themselves unveil treatment 

effects. Finding out what can be learned using the data alone is the starting point of any 

empirical analysis, not the ending point (Morgan and Winship, 2014).  

Dufour and Hsiao (2010) identify some of the several detrimental consequences of identification 

failure for statistical analysis:  1) parameter estimates, tests and confidence intervals calculated 

for unidentified parameters have no clear interpretation; 2) consistent estimation is not viable 
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unless additional information is provided;  3) many standard distributional results used for 

inference are not longer valid, even with a large sample size;  4) numerical problems might 

appear, due for example to the need to invert (quasi) singular matrices. 

Moreover, researchers should always bear in mind that statistically significant correlations 

between variables (especially within cross-sectional data) not, on its own, constitute evidence of 

causation. Caution should therefore be stressed in the use of regression modeling. Duncan 

(1966) asserts that regression modeling from a path-modeling orientation focuses on the 

problem of interpretation and does not purport to be a method for discovering causes. In the 

same line, Blalock (1964[1961]) argues that if there were a major determinant of the dependent 

variable not explicitly included in the regression model, which was in fact correlated with some 

of the independent variables; this omitted variable would be contributing to the error term in a 

manner so as to make the errors systematically related to this particular variable. If it were 

possible to bring this unknown variable into the regression model, researchers would find that at 

least some of the regression coefficients would be changed, making it impossible to state 

accurate scientific generalizations.  

3.4.2 Strategies to address the identification problem  
 

Identification can be credibly achieved using natural experiments as they allow researchers to 

tease out some exogenous variation of a relationship otherwise fraught with endogeneity and 

omitted variables bias. Unfortunately, natural experiments are uncommon in the social sciences, 

particularly economics (Stock and Watson, 2001).  

As mentioned earlier, cause-and-effect questions are the motivation for much research in the 

social sciences, even though definitive answers to these questions may not always be feasible 

to formulate given the limitations that researchers face in collecting data and evaluating 
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alternative explanations. There are, however, alternative approaches to causal analysis that can 

help researchers to effectively address these types of questions. Two widely used methods for 

estimating causal effects in the social sciences are the potential outcome model and the use of 

graphical representations of causal relationships. 

The potential outcome model of causal inference, with roots in agricultural statistics (Gelman 

and Meng 2004; Rubin 2005) and the economics literature (Roy 1951; Quandt, 1972), was 

formalized in a series of papers by the statistician Donald Rubin (1974, 1977, 1978, 1980a, 

1981, 1986, 1990). The model is now prevailing in both statistics and economics, and is being 

increasingly used across the basic and applied social sciences. The core of the potential 

outcome model is simple. It presupposes that each individual in a population of interest can be 

exposed to two alternative states of a cause, which are referred to as alternative treatments 

(when only two treatments are considered, they are referred to as treatment and control). Each 

state is characterized by a different set of conditions, exposure to which potentially influences 

an outcome of interest (Morgan and Winship, 2014).  

The fundamental assumption of the model is that each individual in the population of interest 

has a potential outcome under each treatment condition, even though each individual can be 

observed in only one treatment condition at any point in time. For instance, for the causal effect 

of having a college degree rather than only a high school diploma on lifetime earnings, 

individuals who hold only high school diplomas have theoretical what-if earnings under the 

condition “have a college degree,” and adults who hold college degrees have theoretical what-if 

earnings under the condition “have only a high school diploma.” These what-if potential 

outcomes are counterfactual, that is, they exist in theory but are not observed (Morgan and 

Winship, 2014).  
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The main advantage of the model is that it brings experimental language back into observational 

data analysis, helping to conceptualize observational studies as if they were experimental 

designs. This is because the framework of the model encourages researchers to ask carefully 

constructed what-if questions, revealing the limitations of observational data and the need to 

articulate believable assumptions grounded in defendable theory. In other words, the model 

enables the formulation of more precise causal questions with clear counterfactual contrasts. 

For instance, rather than ask the question “Does completing a college degree increase an 

individual’s earnings?,” the counterfactual model encourages researchers to ask two questions: 

1) If high school graduates had instead completed college degrees, how much would their 

earnings have changed?, 2) If college graduates had only completed high school diplomas, how 

much would their earnings have changed? The use of these counterfactual comparisons allows 

researchers to stipulate assumptions, think carefully about the process of causal exposure, and 

evaluate alternative data analysis techniques (Morgan and Winship, 2014). 

Another approach to causal analysis is the directed graph representations of causal effects. 

This technique is closely associated with the work of the computer scientist Judea Pearl (2000, 

2009). Causal graphs are important tools for conducting identification analyses as they provide 

a direct and powerful way of thinking about complete causal systems and the strategies that can 

be employed to estimate the effects within them. Estimating causal effects is therefore not 

possible until such graphs are drawn, or at least some framework compatible with them is 

brought to bear on the main research question. The main advantage of the causal graph 

framework is that it helps to suppress what could be confusing notation to reference all patterns 

of potential outcomes for a system of causal relationships, thus allowing to develop (and 

suggest) transparent and clear justifications for the use of statistical methods to estimate causal 

effects (Morgan and Winship, 2014). 
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One of the most common methods for estimating causal relationships, especially used 

when controlled experiments are not feasible or when a treatment is not successfully delivered 

to every unit in a randomized experiment, is Instrumental Variables (IV). This methodology uses 

instruments, that is, localized exogenous shocks to both the causal variable and the outcome 

variable in order to estimate indirectly the association between the two. A valid instrument is one 

that induces changes in the explanatory variable but has no independent effect on the 

dependent variable, allowing researchers to uncover the causal effect of the explanatory 

variable on the dependent variable. To put it another way, an instrument is a variable that does 

not itself belong in the explanatory equation but is correlated with the endogenous explanatory 

variables, conditional on the value of other covariates (Morgan and Winship, 2014).  

IVs allow for consistent estimation when the independent variables are correlated with the error 

term in a regression model, which may occur 1) when changes in the outcome variable change 

the value of at least one of the covariates ("reverse" causation), 2) when omitted variables affect 

both the explained and explanatory variables, or 3) when the covariates are subject to non-

random measurement error. In the context of regression analysis, explanatory variables which 

suffer from one or more of these issues are sometimes referred to as endogenous. Under these 

circumstances, ordinary least squares yields biased and inconsistent estimates. However, if a 

valid instrument is found, consistent estimates may still be obtained (Bullock et al., 2010).  

3.4.3 Multilevel models 
 

Multilevel models (also known as random effects models or mixed models) have become 

increasingly popular in social science research. Many types of data, including observational 

data, have a hierarchical or clustered structure. For instance, individuals may be nested within 

geographical areas or institutions, such as schools or employers. Multilevel models 
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acknowledge the existence of such data hierarchies by allowing for residual components at 

each level in the hierarchy.  

A two-level model, for instance, allows for grouping of individuals within countries and includes 

residuals at the individual and country level. Thus the residual variance is partitioned into a 

between-country component (the variance of the country-level residuals) and a within-country 

component (the variance of the individual-level residuals). The country residuals, often called 

‘country effects’, represent unobserved country characteristics that affect individual outcomes. It 

is these unobserved variables which result in correlation between outcomes for individuals from 

the same country. One of the consequences of failing to recognise hierarchical structures is that 

standard errors of regression coefficients will be underestimated, leading to an overstatement of 

statistical significance. Standard errors for the coefficients of higher-level predictor variables will 

be the most affected by ignoring grouping (Gelman & Hill, 2006; Goldstein, 2011; Hox, 2002; 

Snijders & Bosker, 1999). 

Multilevel models offer a powerful analytical framework that can be used to advance knowledge 

on financial inclusion and its determinants. Research shows that access to mainstream financial 

services depend on characteristics of a person as well as of the country where this person lives 

in. For example, evidence indicates that financial services usage depends on individual factors, 

such as personal income and educational background, as well as economical and institutional 

factors, such as the income inequality and/or the legal and regulatory environment of a country 

(Demirgüç-Kunt et al., 2015; Demirgüç-Kunt and Klapper, 2012, 2013). The study of financial 

inclusion therefore requires the formulation of multilevel hypotheses.  

In the context of cross-country analyses (such as those presented in this thesis), multilevel 

models are particularly appropriate for research questions which address 1) the effect of 

country‐level factors on an individual level outcome in a nested structure, and 2) the interaction 
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effect of individual and country-level factors on an individual level outcome in a nested structure, 

that is to say, the moderator effect of a country indicator.  Multilevel models also enable to 

account for the hierarchical structure and successive sampling of the data when individuals are 

nested in national units. A multilevel cross-country analysis of financial inclusion would therefore 

help to unveil what factors explain the variation between countries regarding a specific individual 

level outcome, allowing to disentangle the variance to the individual and the country level, and 

to investigate whether country differences exists regarding the level (intercept) and/or the 

strength and direction (slope) of an effect (Hox, 2002). 
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4 Determinants of financial inclusion: a 

global perspective 

 

Abstract 

Expanding the outreach of mainstream banking services has been traditionally seen within 

policy-making circles as the main driver for drawing the unbanked into the formal financial 

system. Using multilevel models fitted to data from the Global Financial Inclusion Survey (Global 

Findex) for 110 countries and over 110, 000 individuals, this paper substantially challenges this 

view. The analysis demonstrates that tackling financial exclusion worldwide is part of a wider 

development agenda that requires policy intervention in different areas, and therefore is not 

exclusively achieved by increasing the outreach of the banking sector. The legal environment in 

which financial institutions and their customers interact, the presence of regulatory frameworks 

enabling the expansion of financial services to the unbanked, and an adequate infrastructure for 

the provision of financial services are also factors that play a key role in achieving financial 

inclusion.    
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4.1 Introduction 

Financial inclusion is firmly acknowledged among academics and policymakers as a key driver 

of economic growth (King and Levine, 1993; Levine and Zervos, 1998; Rajan and Zingales, 

1998, 2003), poverty reduction, and social and economic equality (Clarke et al., 2006; Beck et 

al., 2007a; Banerjee and Newman, 1993; Galor and Zeira, 1993; Aghion and Bolton, 1997; Cull 

et al., 2014). 

Being excluded from financial markets makes it difficult for individuals to build up savings, take 

out loans to finance personal projects, and take out insurance to protect themselves against 

risks and shocks. Moreover, entrepreneurs find it hard to obtain financing that allows them to 

build assets, increase productivity, expand their business, and hire more employees (Camara et 

al., 2013). How to develop an inclusive financial sector is, therefore, a challenging goal on the 

agendas of researchers, regulators and policymakers.  

The evidence is particularly strong on the positive effect of bank account ownership on people’s 

economic and social well-being. A number of studies have shown that having a bank account 

increases savings (Aportela, 1999; Ashraf et al., 2006), consumption (Dupas and Robinson, 

2013; Ashraf et al., 2010), productive investment of entrepreneurs (Dupas and Robinson, 2011, 

2013), and female empowerment (Ashraf et al., 2010).  

A bank account is seen as a social good. It can act as a gateway to essential social 

transactions, enabling people’s full participation in social and economic life. For instance, an 

account can be used to collect government benefits or to make payments (e.g., income tax, 

college tuition and utility bills).  It has also become an essential component of employability as 

more and more employers are paying wages using electronic funds transfers (Devlin & Gregor, 

2008). 
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Despite the acknowledged role of financial inclusion—particularly through bank accounts— in 

positively influencing people’s economic well-being, datasets that allow to systematically 

analyse the individual and contextual determinants of this social phenomenon are still limited. It 

is therefore not surprising that previous cross-country studies on financial inclusion have heavily 

relied on aggregate measures of financial services usage and banking sector outreach (Beck, 

Demirguc-Kunt, and Martinez Peria, 2007b; Honohan, 2008; Kendall, Mylenko, and Ponce, 

2010; Demirgüç-Kunt and Klapper, 2013) to argue that the ability to participate in the formal 

financial system is substantially a consequence of a greater outreach of financial services (Allen 

et al., 2012; Kendall et al., 2010; Demirgüç-Kunt and Klapper, 2013). This argument has also 

been endorsed by global initiatives, such as the World Bank goal of Universal Financial Access 

by 2020, which places expanding financial services to the unbanked as a key pillar to achieving 

financial inclusion around the world (World Bank, 2013b).  

However, cross-country analyses that fail to take into account how individual-level 

characteristics interact with the institutional environment in which financial institutions operate 

provide an incomplete picture of the global status of financial inclusion, leaving researchers and 

policymakers unable to identify marginalized groups (AFI, 2010) and key action areas to tackle 

financial exclusion.  

To contribute to advance the field of quantitative research on financial inclusion, this chapter 

addresses two main questions: (1) What contextual factors other than the outreach of the 

banking sector are important to advance financial inclusion? (2) Does an enabling legal and 

regulatory environment for the provision of financial services improve financial inclusion, 

especially among traditionally vulnerable groups (the poor, the less educated, and women)?  

In order to answer these questions, I use a multilevel logistic regression approach to examine 

the effect of socio-economic, legal and regulatory factors on the likelihood of individual financial 
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inclusion. To the best of my knowledge, this study is the first to present a multilevel analysis of 

self-reported financial inclusion across 110 economies using the Global Findex Database 

(Global Findex), making an important methodological contribution to the study of financial 

inclusion.  

By using multilevel models, this investigation enables a better understanding of how contextual 

factors, such as the level of accessibility to financial access points, or the presence of regulatory 

frameworks supporting the expansion of financial services to vulnerable groups affect 

individuals’ participation in financial markets. The reason is that multilevel analysis relaxes the 

assumption of homogeneity of variance held by single-level models, making it a better method 

to examine the heterogeneity arising from country differences (e.g. size, population, institutions, 

socio-economic development) that may affect how people use financial services within 

individual countries. In a single-level setting such differences would be ignored introducing 

errors in prediction (Gelman & Hill, 2006; Goldstein, 2011; Hox, 2002; Snijders & Bosker, 1999). 

The remainder of the analysis continues as follows. Section two provides the theoretical 

background of individual and country-level determinants of financial inclusion with a focus on 

socio-economic, institutional and policy factors. Section three describes the data and the 

empirical framework. Section four discusses the results. Finally, Section five sets out 

conclusions and recommendations from this research. 
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4.2 Individual-level determinants of financial 

inclusion 

Individuals’ socio-economic characteristics such as income, education, age and gender have 

been identified as important determinants of financial inclusion. Evidence indicates that they not 

only influence people’s demand for financial services, but also whether financial institutions 

deem individuals to be bankable. In other words, both demand- and supply-side factors may 

pose barriers to financial inclusion, particularly affecting the participation of vulnerable groups, 

such as women, the less educated and the poor, in financial markets (Demirgüç-Kunt et al., 

2015; Demirgüç-Kunt and Klapper, 2012).  

Living on a low income is considered one of the most significant obstacles to financial inclusion 

(Allen et al., 2012; Demirgüç-Kunt and Klapper, 2012, 2013). Low-income individuals tend to 

find formal financial services expensive, unaffordable and unsuitable to their needs (Atkinson 

and Messy, 2013). Financial institutions, for their part, might find serving this population group 

highly risky and unprofitable. This is because low-income consumers tend to keep limited 

account balances and carry out small transactions (Voorhies et al., 2013). Thus, in order to 

ensure profitability, some providers put in place discriminatory measures that lead to the 

exclusion of less attractive (generally low-income) customers. These include charging high fees 

for small withdrawals, requiring account-holders to maintain high minimum balances, and 

targeting marketing and advertisement campaigns to more profitable customers (Atkinson and 

Messy, 2013). 

Educational attainment is frequently used as a measure of knowledge and skills to make 

choices which, when applied to the field of personal finance, means better capabilities to 

participate in financial markets (Pena et al., 2014). Lack of awareness of how financial products 

work (e.g. charges, fees, commissions, and amortization schedules) may not only reduce the 
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likelihood of financial inclusion, but also hinder individuals’ ability to make adequate use of 

financial products they already hold. On the other hand, education, and more specifically, 

financial education have the potential to break down trust barriers associated with poor 

knowledge of financial products, as well as, raise awareness of consumer protection 

mechanisms, such as deposit insurance schemes and consumer protection laws (Atkinson and 

Messy, 2013).  

A person’s age is also an important determinant of financial inclusion. Single- and cross-country 

studies reveal that the youth and the elderly are more vulnerable to exclusion from financial 

services (Camara et al., 2013; Pena et al., 2014). For instance, Allen et al. (2012) find that 

across 123 economies, adults aged 25 to 64 are more likely to own (and use) a formal account 

than younger adults and those aged 65 and over.  

Low levels of financial inclusion among the youth are mainly associated with legal restrictions 

(e.g., minimum age and identification requirements), affordability (high transaction costs), and 

negative stereotypes about this group's ability to manage money (Muñoz et al., 2013; Allan et 

al., 2013). Financial exclusion of the elderly appears to be the outcome of a combination of 

different factors, including lack of trust and familiarity with financial products, having a disability 

(CFI and Help Age International, 2015), resistance to change, social isolation, and worries about 

personal safety and security (Andrew Irving Associates, 2006).  

Finally, growing evidence indicates that women across the globe are less likely than men to be 

financially included (Allen et al. 2012; Bermeo and Collard, 2018; Camara et al., 2013; Pena et 

al., 2014). This gender gap, however, tends to be wider in developing countries than in 

advanced economies (Demirgüç-Kunt and Klapper, 2012). Women’s higher vulnerability to 

financial exclusion is associated to their higher probability of facing financial, literacy, 

geographic and social barriers when accessing financial products (Bermeo and Collard, 2018; 
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AFI, 2016). Research on gender and financial access shows that in societies where legal 

barriers limit women’s ability to participate in paid employment, head a household, and inherit 

property, women are less likely than their male counterparts to own a bank account, as well as, 

to save and borrow. Moreover, manifestations of gender norms, such as the incidence of early 

marriage and violence against women are also factors explaining gender differences in financial 

inclusion (Demirgüç-Kunt et al., 2013). 

4.3 Country-level determinants of financial inclusion 

The outreach (also understood as the availability) of formal financial services has typically been 

portrayed as an essential factor for achieving financial inclusion. Indeed, it has been established 

as the backbone of global initiatives, such as the World Bank goal of Universal Financial Access 

by 2020 (World Bank, 2013b). Research shows that individuals who live far away from financial 

service points are likely to opt out of the formal financial system (Kendall et al., 2010). The 

reason is that having to travel long distances to visit a bank branch or ATM generally means 

incurring additional expenses, including time and travel costs. Such extra costs make financial 

products less affordable, especially for low-income people for whom banking is already 

expensive due to fees and charges that are often disproportionate to the size of transactions 

they normally conduct (Prina, 2015). 

Bank branches and automated teller machines (ATMs) have until recently been the most 

commonly used financial service delivery channels. Expanding the network of these banking 

service points has therefore traditionally been seen as the most effective way of increasing 

access to financial services in both developed and developing nations (Allen et al. 2012; 

Demirgüç-Kunt and Klapper, 2012). It is becoming increasingly evident, however, that new 

information and communications technology (ICT) is revolutionizing the way financial services 

are provided across the world due to its capacity to reach individuals wherever they are and at a 
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lower cost. Indeed, the emergence of new technology-supported financial services, such as 

mobile and online banking, not only gives banks the opportunity of redefining the banking 

experience, but also promising mechanisms to expand the access to financial services. A high-

quality ICT infrastructure– including accessible Internet service, robust mobile networks, and 

sufficient cell towers for mobile communications–is, therefore, key to the advancement of 

financial inclusion (Demirgüc-Kunt et al., 2018; Islam et al., 2016).  

While universal financial access has become mainstream policy in many countries, financial 

service providers do not always share this vision, further limiting access to mainstream financial 

services for the unbanked (World Bank, 2014). This raises questions about the role of 

economic, institutional and policy factors in tackling financial exclusion, especially among 

people whom banks are not interested in serving, such as those living in extreme poverty or in 

remote areas with very low population density. 

Studies have shown that more economically developed countries tend to exhibit higher levels of 

financial services usage (Allen et al., 2012; Kendall et al., 2010; Demirgüç-Kunt and Klapper, 

2013; Rojas-Suarez and Amado, 2014). This higher demand for financial services tends to be 

associated with higher levels of living standards, saving capacity, and financial culture that 

generally characterized the inhabitants of these nations. Such an environment helps financial 

intermediaries to become larger and be more competitive, thus contributing to the development 

of the financial system. It also facilitates the provision of financial services to every segment of 

society (Demirgüç-Kunt and Levine, 1999).  

The legal environment in which financial institutions operate may also affect financial inclusion 

by influencing people’s trust in the financial system. Financial contracts are trust intensive par 

excellence (Guiso et al., 2010). In other words, whether they will take place largely depends on 

the degree of trust between consumers and banks. However, in some cases, financial 
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agreements can lose their effectiveness due to weak contract enforcement systems or 

regulations that fail to protect the rights of creditors and depositors, such as the right of 

repossessing collateral upon a debtor's default or being insured against bank insolvency.  

Countries with a strong respect for the rule of law are generally characterized by legal 

environments where financial contract enforcement is efficient. This enhances trust between 

consumers and banks, even if they are physically distant or had not had a business relationship 

before. In this context, savers are more willing to entrust their money to banks. Financial 

institutions, for their part, can lend money to more customers at better rates and longer terms 

since pre-established rules on bankruptcy ensure their right to seize collateral and be protected 

against borrowers’ default (Rojas-Suarez, 2007; Sarwat Jahan and Brad McDonald, 2011).  

Extending financial services to the unbanked through alternative delivery channels, such as 

government-to-person (G2P) payments, bank agents, and basic accounts, have gained special 

interest among governments around the world. Research shows that countries with regulatory 

frameworks that allow banks to offer financial services through non-traditional channels tend to 

exhibit a lower proportion of individuals who opt out of the formal financial system due to lack of 

money (Allen et al. (2012). 

Basic accounts generally have low or no fees and include minimum services, such as electronic 

payments (e.g. transfers, standing orders, and direct debits) and withdrawals. These 

characteristics are particularly intended to make them accessible to low-income people, who 

generally make small-sized transactions (World, Bank, 2014). Assessments of government-led 

initiatives mandating banks to offer basic accounts have shown a positive effect on individuals’ 

financial and social inclusion. Evidence from field experiments shows that providing individuals 

with a transactional account increases personal consumption, income, and productive 

investment (Kumar, 2006). Consequently, a number of countries have set promoting the access 

http://www.imf.org/external/pubs/ft/fandd/2011/09/Jahan.htm#author
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and use of these accounts as a target of their strategies to advance financial inclusion (World 

Bank, 2014).  

An alternative approach known as correspondent banking uses mobile and point-of-sale 

technology to help financial institutions expand their services to unbanked and under-banked 

geographical areas. They comprise a range of non-branch outlets which offer financial services 

on behalf of banks, including post offices, petrol stations, pharmacies, grocery stores, and 

lottery kiosks (Demirgüç-Kunt, Beck, & Honohan; 2008). In addition to acting as an alternative to 

traditional brick-and-mortar bank branches, agents may also help reduce the costs of banking 

transactions, thus making financial services more affordable for low-income individuals (World 

Bank, 2014). 

There is also a growing trend among governments from developing countries towards merging 

social security and financial inclusion policies. A good example is paying social benefits straight 

into a bank account to draw recipients into the formal financial system (World Bank, 2014). 

Research shows that in low- and middle-income countries, a large share of households in 

receipt of cash assistance regularly save a small portion of the transfer (Barrientos, 2008). 

Moreover, delivering conditional cash transfers through checking and savings accounts bring 

multiple benefits. Recipients can safely store their savings. Banks, for their part, can assess and 

record beneficiaries’ cash flow patterns, which can help individuals with no credit history to gain 

access to other financial services (Bold et.al., 2012).  

Providing beneficiaries of social assistance programs with a bank account can also decrease 

leakage and distribution costs of government payments (Pickens et. al., 2009), which, in turn, 

increases the impact and transparency of these programs. For instance, beneficiaries of Bolsa 

Familia, a conditional cash transfer program implemented by the Brazilian government, receive 

monthly benefit payments via a free bank account. Impact evaluation studies of the program find 
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that this approach has increased the use of basic accounts among beneficiaries and decreased 

the delivery costs of the cash transfers. Moreover, since the transfers are deposited into 

personal accounts, this means that recipients have full control over the payments, which has 

reduced opportunities for fraud and corruption. The positive results showed by the Brazilian 

experience prompted other countries, including Peru, Colombia, Mexico, and Chile, to adopt 

similar practices (Kumar, 2006, Bold et. al., 2012). Providing individuals with safe saving 

instruments while empowering their transaction capacity seems, therefore, to be the main 

contribution of G2P programs to the goal of financial inclusion. 

In sum, previous research has shown that individual-level characteristics such as income, 

education, age, and gender have a significant impact on financial inclusion and that institutional 

factors, such as the socio-economic, legal and regulatory environment, are also deemed to be 

important determinants of financial services usage. I, therefore, include variables that capture 

these potential influences on financial inclusion in the empirical model presented in the following 

section. 

4.4 Data and methodology 

The first wave (2011) of the Global Financial Inclusion Database (Global Findex) is the source 

of the individual-level data used in this chapter. The analysis reported in this chapter focuses on 

110 countries with 113 043 distinct observations (see Appendix table 4.6 for the list of countries 

in the sample). A description of the methodological aspects of the Global Findex, including 

coverage, sampling technique, sample size, handling of missing data, and the conceptualization 

and measurement issues of variables, are described in Subsection 3.3.1.  
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Account ownership, the dependent variable, is measured with the question “Do you, either by 

yourself or together with someone else, currently have an account at a bank, credit union, 

cooperative, post office, or microfinance institution? An account can be used to save money, to 

make or receive payments, or to receive wages and remittances.” It takes the value of 1 if the 

individual owns a bank account and 0 otherwise.  

I consider a group of independent variables that the literature identifies as important 

determinants of financial services uptake. Income classifies individuals into wealth quintiles 

based on their monthly earnings. It ranges from 1 (the poorest quintile) to 5 (the richest quintile). 

Education measures the highest completed level of education and is grouped into three 

categories (1= completion of elementary education or less, 2= completion of secondary 

education, 3= completed education after high school or more). Female indicates whether the 

respondent is a woman. Age is expressed in years. Exploratory analysis shows that the use of 

formal accounts first increases and then declines with age, thus in order to take into account this 

quadratic relationship a squared term for age is added to the analysis.  

In addition to controlling for individual-level characteristics, this study also estimates the effect of 

theoretically relevant country-level variables on financial inclusion. Log of GDP per capita is the 

logarithm of gross domestic product (GDP) per capita in constant 2005 U.S. dollars, and comes 

from the World Bank Development Indicators (WDI). Bank branch density (log) denotes the 

average number of commercial bank branches per 1,000 square kilometres and is a proxy for 

the availability of financial services. Data for this variable comes from the International Monetary 

Fund’s Annual Financial Access Survey (FAS). Internet users (per 100 people) measures the 

number of people who use the Internet and serves as a proxy for infrastructure for the delivery 

of financial services.  
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Rule of Law, extracted from the Worldwide Governance Indicators (WGI), ranges from 0 to 100. 

This variable assesses perceptions of the degree to which agents trust and obey the rules of 

society. It reflects the quality of the judicial system, police services, contract enforcement and 

property rights. Legal Rights Index from the World Guide Doing Business (DB) ranges from 0 to 

12 and assesses the degree to which collateral and bankruptcy laws safeguard the rights of 

borrowers and lenders.  

Three dummy variables are included to capture the influence of policies aimed at expanding 

access to banking services to the unbanked on the likelihood of account ownership. Basic 

Account reflects whether financial institutions are required to offer basic or low-fee accounts. 

G2P Transfers indicates whether a government encourages or mandates the payment of social 

transfers through bank accounts. Correspondent Banking Permitted denotes whether financial 

institutions are allowed to offer their services via bank agents. The data for these three dummy 

variables comes from the Consultative Group to Assist the Poor (CGAP).   

The analysis presented in this study uses a multilevel modelling approach to estimate cross-

sectional associations between individual and contextual factors and financial inclusion. Using 

this approach is especially advantageous when analysing the effect of contextual variables 

(Fairbrother and Martin, 2013). The reason is that multilevel models take into account the 

clustering of observations within countries, which avoids the underestimation of standard errors 

(Bryman and Hardy, 2004), a particularly severe problem for coefficients of predictors measured 

at the group level (Steele, 2008). 

Two-level random intercept multilevel logistic regression models, with individuals grouped within 

countries, are fitted as part of this analysis. These models allow the likelihood of account 

ownership to vary across countries and investigate cross-level interaction effects between 

individual and country characteristics. Country-level variables are centred to their grand mean 
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and individual-level variables are group-mean centred. This strategy is used to avoid biased 

estimates of individual-level effects that can arise when there are differences in the country 

means of individual-level predictors. In this case, the coefficients of these predictors would 

represent an uninterpretable mixture of individual and country-level effects (Enders and Tofighi, 

2007).  

The multilevel logistic regression model fitted for this study, with all explanatory variables 

included, is as follows: 

 

 

 

 

The log-odds that individual i in country j is financially included is thus a function of variables at 

two levels and random country effects u0j. The estimation of parameters is carried out using 

maximum likelihood (MLE) with adaptive quadrature and the command meqrlogit available in 

the software Stata (Leckie and Charlton, 2013). 

In supplemental analyses, a model for an alternative measure of financial inclusion, frequency 

of use of a bank account, was estimated. This variable is represented by a dummy variable that 

takes the value 1 if a respondent reported having withdrawn money from his or her account(s) 

three or more times in a typical month. Overall, the results, presented in Appendix table 4.8, 

show that the signs and significance levels of the estimated coefficients for this model are 

similar to those for account ownership. 
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Table 4.1: Summary statistics 

 

 

Obs Mean Std. Dev. Min Max

Account (0/1) 113043 0.516 0.500 0 1

Age  113043 41.165 17.564 15 99

Age squared 113043 2003.010 1626.663 225 9801

Female (0/1) 113043 0.555 0.497 0 1

Primary education (0/1) 113043 0.311 0.463 0 1

Secondary education (0/1) 113043 0.528 0.499 0 1

Tertiary education (0/1) 113043 0.148 0.355 0 1

Income: poorest 20% (0/1) 113043 0.221 0.415 0 1

Income: second 20% (0/1) 113043 0.197 0.398 0 1

Income: middle 20% (0/1) 113043 0.194 0.396 0 1

Income: fourth 20% (0/1) 113043 0.193 0.395 0 1

Income: richest 20% (0/1) 113043 0.184 0.387 0 1

Obs Mean Std. Dev. Min Max

Bank branches (per 1,000 km
2
) 110 37.686 145.449 0.034 1428.983

ATMs (per 1,000 km2) 110 111.413 448.046 0.024 3607.143

GDP per capita 110 10600.590 14954.920 151.997 81852.980

Internet users (per 100 people) 110 38.996 27.379 1.110 92.770

Rule of law, 0-100 (best) 110 48.994 28.907 0.469 100.000

Strenght of legal rights index, 0-12 (best) 110 5.913 2.382 0 10

Government transfers: open accounts (0/1) 110 0.304 0.460 0 1

Offer basic or low fee account (0/1) 110 0.153 0.360 0 1

Correspondent banking permitted (0/1) 110 0.559 0.496 0 1

Individual-level variables

Country-level variables
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4.5 Results 

4.5.1 Between-country variation in financial inclusion 
 

This section analyses the extent of between-country variation in financial inclusion, that is, how 

bank account ownership varies across countries in the sample. This analysis is based on the 

estimation of country effects (group residuals) derived from the results of model 0 (the null 

model) shown in Table 4.2. For this model, the between-country variance in the log-odds of 

account ownership is estimated as 4.966. This variance, as will be explained in the next section, 

is associated with a variance partition coefficient (VPC) of 0.602, which indicates that 60% of 

the variation in the propensity of owning an account is explained by between-country variation, 

therefore justifying the use of a multilevel approach. The intercept coefficient (0.438) for the null 

model represents the estimated log odds of account ownership for an ‘average’ country (with uj 

= 0). The odds are estimated as exp(0.438) = 1.55, and the corresponding probability is 

1.55/(1+1.55) = 0.61.  

Figure 4.1 shows how financial inclusion varies in high-income economies compared to 

emerging economies. This analysis is presented in two caterpillar plots with the country effects 

shown in rank order together with 95% confidence intervals displayed. These two plots allow 

examining estimates of financial inclusion for each individual country, and are interpreted in the 

same way as for a continuous response model. However, in the context of logistic regression, 

the level 2 residuals represent country effects on the log-odds scale. In other words, a country 

whose confidence interval does not overlap the line at zero (representing the mean log-odds of 

financial inclusion across all countries) is said to differ significantly from the average at the 5% 

level.  
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Not surprisingly, bank account ownership differs significantly between high income and 

developing economies. For all high-income countries, the 95% confidence interval does not 

overlap the horizontal line at zero and lies above this line, indicating that bank account 

ownership in these countries is significantly above average (above the zero line). It is worth 

noting that some of these countries have very wide intervals; these are the countries with the 

smallest samples sizes, including Denmark, Finland, Australia and Sweden. The plot for 

emerging economies tells a different story. For a substantial number of developing countries, 

the 95% confidence interval does not overlap the horizontal line at zero and lies below this line, 

suggesting that financial inclusion in these countries is significantly below average (below the 

zero line).  

Figure 4.2 shows how financial inclusion varies across the developing world. In line with Figure 

4.1, developing countries exhibit lower levels of bank account ownership than high-income 

countries as indicated by the substantial number of emerging economies whose 95% 

confidence intervals lie below the horizontal line at zero. Figure 4.2 also reveals that countries 

with the lowest levels of account ownership are mainly concentrated in Sub-Saharan Africa. 

Countries in these regions are generally characterized by low levels of literacy, high proportions 

of people residing in rural areas, and poor public infrastructure endowments. These factors are 

generally deemed to be obstacles for the advancement of financial inclusion. A recent report by 

the World Bank, however, suggests that mobile money is helping to drive financial inclusion in 

Sub-Saharan Africa. The report indicates that while the share of adults with a financial institution 

account has remained flat since 2014, the share with a mobile money account has almost 

doubled, to 21 percent, positioning the region as the global leader in the use of mobile money 

(Demirgüç-Kunt et al., 2018). 
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4.1: High-income and emerging economies: country effects for log-odds of account ownership 
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4.2: How does account ownership vary across emerging economies? Country effects for log-
odds of account ownership by region 
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Figure 4.3 focuses on countries in the Latin America & Caribbean (LAC) region, helping us to 

determine how Peru, which is analysed in more detail in Chapter 6, compares with other 

countries in the region. Similarly to other LAC countries, financial inclusion in Peru is 

significantly below average, as indicated by its 95% confidence interval lying below the zero 

line. Financial inclusion in Peru, therefore, appears to conform to model predictions for other 

countries in the LAC region. It, however, lags behind other countries, including Brazil, Chile, 

Venezuela and Uruguay. The factors explaining the low levels of financial inclusion in Peru as 

well as an overview of the Peruvian financial system are topics discussed in Chapter 6. 

 

4.3: Latin America & Caribbean: country effects for log-odds of account ownership 
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4.5.2 Individual and contextual determinants  
 

Table 4.2 reports the results of multilevel regression models of account ownership on individual 

and country-level characteristics. Model 0 is an intercept-only model which includes country 

random effects. It provides information on the variation between countries in the log-odds of 

account ownership and a baseline for the deviance statistic—a measure of goodness of fit. The 

variance partition coefficient (VPC), calculated as 4.966/ (4.966+3.29) = 0.602, indicates that 

60% of the variation in the propensity of owning an account is explained by between-country 

variation, supporting the use of a multilevel approach. For details about the derivation of the 

formula to calculate the VPC for binary response multilevel models see Browne, 2011. 

Model 1 controls for individual-level variables and country differences. In line with what is found 

in the research literature on financial inclusion, the model results show that income, education, 

age and gender are all significant determinants of account ownership. The likelihood of owning 

an account is higher among richer and more educated individuals. In other words, the odds of 

account ownership are higher for an individual in the highest income quintile than for an 

individual in the same country but in the lowest income quintile. Similarly, the odds of owning an 

account are higher for an individual with tertiary education than for an individual with primary 

education.  

Age is positively associated with the likelihood of account ownership, but this relationship is not 

linear. This is confirmed by the significant and negative effect of the squared term for age, which 

indicates that account ownership firsts increases and then decreases with age. As expected, the 

gender effect is negative and statistically significant, confirming previous empirical evidence 

showing that the likelihood of financial inclusion is lower for women than for men. Correlations 
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among the above-mentioned individual-level variables are not strong (r < 0.5). Moreover, the 

signs and significance levels of the estimated coefficients of these variables are fairly stable 

across all models in Table 4.2. This suggests that multicollinearity is not an issue affecting this 

group of predictors.  

Model 2 and 3 add two indicators of geographical coverage of financial services, bank branches 

per 1,000 km2 and ATMs per 1,000 km2, respectively. The estimated coefficients of these 

variables indicate that a greater availability of financial services positively and significantly (at 

the 0.01 level) influences the likelihood of account ownership even after controlling for 

individual-level factors. In order to examine whether other contextual factors different from the 

outreach of banking services are important in determining financial inclusion, models 4-10 take 

into account the effect of socio-economic and institutional factors. The correlations among these 

variables, presented in Appendix table 4.7, depict an interesting picture regarding the complex 

dynamics underlying financial inclusion. They show that the level of outreach of financial 

services is positively and highly correlated with the level of economic development, the quality 

of infrastructure and the respect for the rule of law. To avoid the problem of multicollinearity, the 

effect of these variables is individually analyzed in separate regression models (models 4-10). 

As expected, the economic development and legal environment variables positively and 

significantly increase the likelihood of account ownership. This effect is observed with GDP per 

capita (model 4), internet users per 100 people (model 5), rule of law (model 6) and the legal 

rights index (model 7). Similar results are found with the variables measuring whether regulatory 

environments support financial inclusion: government-to-person (G2P) payments (model 8), 

basic or low-fee account (model 9), and correspondent banking (model 10). 
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Table 4.2: Multilevel regression models of account ownership on individual and country-level characteristics 

 

 

coef se coef se coef se coef se coef se coef se coef se coef se coef se coef se coef se

Individual-level variables

Age 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002)

Age squared -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000)

Female (0/1) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017)

Primary education (0/1) -1.986*** (0.032) -1.986*** (0.032) -1.985*** (0.032) -1.983*** (0.032) -1.981*** (0.032) -1.986*** (0.032) -1.986*** (0.032) -1.986*** (0.032) -1.986*** (0.032) -1.986*** (0.032)

Secondary education (0/1) -1.023*** (0.028) -1.023*** (0.028) -1.023*** (0.028) -1.022*** (0.028) -1.021*** (0.028) -1.023*** (0.028) -1.023*** (0.028) -1.023*** (0.028) -1.023*** (0.028) -1.023*** (0.028)

Income: poorest 20% (0/1) -1.400*** (0.028) -1.400*** (0.028) -1.400*** (0.028) -1.401*** (0.028) -1.401*** (0.028) -1.400*** (0.028) -1.400*** (0.028) -1.400*** (0.028) -1.400*** (0.028) -1.400*** (0.028)

Income: second 20% (0/1) -1.030*** (0.027) -1.030*** (0.027) -1.030*** (0.027) -1.031*** (0.027) -1.031*** (0.027) -1.030*** (0.027) -1.030*** (0.027) -1.030*** (0.027) -1.030*** (0.027) -1.030*** (0.027)

Income: middle 20% (0/1) -0.749*** (0.027) -0.749*** (0.027) -0.749*** (0.027) -0.750*** (0.027) -0.749*** (0.027) -0.749*** (0.027) -0.749*** (0.027) -0.749*** (0.027) -0.749*** (0.027) -0.749*** (0.027)

Income: fourth 20% (0/1) -0.445*** (0.026) -0.445*** (0.026) -0.445*** (0.026) -0.446*** (0.026) -0.445*** (0.026) -0.445*** (0.026) -0.445*** (0.026) -0.445*** (0.026) -0.445*** (0.026) -0.445*** (0.026)

Country-level variables

Log of bank branches (per 1,000 km
2
) 0.573*** (0.098)

Log of ATMs (per 1,000 km2) 0.632*** (0.082)

Log of GDP per capita 1.249*** (0.080)

Internet users (per 100 people) 0.071*** (0.005)

Rule of law, 0-100 (best) 0.068*** (0.004)

Strenght of legal rights index, 0-12 (best) 0.304*** (0.088)

Government transfers: open accounts (0/1) 1.167** (0.479)

Offer basic or low fee account (0/1) 0.881 (0.644)

Correspondent banking permitted (0/1) 1.450*** (0.426)

Constant 0.438** (0.213) 2.525*** (0.225) 2.439*** (0.197) 2.420*** (0.181) 2.357*** (0.127) 2.325*** (0.127) 2.364*** (0.117) 2.485*** (0.214) 2.186*** (0.259) 2.405*** (0.240) 1.734*** (0.315)

Country-level variance

Deviance

Number of respondents, countries

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

Continuos individual-level variables are group-mean centred. Country-level variables are centred to their grand mean.

9 100 1 2 3 4

1.644

5 6 7 8

4.966 5.444 4.112 3.478 1.638

113043, 110 113043, 110 113043, 110 113043, 110 113043, 110 113043, 110 113043, 110

1.369 4.919 5.162 5.350 4.917

92222

113043, 110 113043, 110 113043, 110 113043, 110

105759 92353 92323 92305 92222 92203 92342 92347 92351 92342
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4.5.3 Cross-level interactions  
 

In order to determine whether socio-economic and institutional characteristics of the countries 

where individuals reside affect the probability of financial inclusion among vulnerable groups 

(the poor, the less educated and women), this study analyses interactions between all country-

level variables and three individual-level variables: the poorest income quintile, primary 

education and female. The regression outcomes of this analysis are presented in Tables 4.3-

4.5. 

GDP per capita positively interacts with income, education and the female dummy, suggesting 

that living in a country with higher levels of economic development increases the likelihood 

ofinancial inclusion among the poor, the less educated and women. This result is in line with 

previous studies showing that levels of exclusion among these groups tend to be lower in 

developed countries than in developing ones. According to previous research, a possible 

explanation for this finding might be that inhabitants of developed nations tend to exhibit a 

higher demand for financial services, generally associated with their higher living standards. 

This contributes to the development of the banking sector, increasing its ability to reach out to 

all segments of society. 

The estimated interaction effects between quality of infrastructure (proxied by the number of 

internet users per 100 people), income, education and gender show that being poor, having low 

levels of education and being a woman is less harmful to financial inclusion in countries with an 

adequate network infrastructure for the provision of financial services. In other words, 

investment in infrastructure seems beneficial to the economic and social inclusion of vulnerable 

groups. 
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Table 4.3: Cross-level interactions: income with country-level variables 

 

 

coef se coef se coef se coef se coef se coef se coef se coef se coef se

Individual-level variables

Age 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.110*** (0.002)

Age squared -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000)

Female (0/1) -0.288*** (0.017) -0.289*** (0.017) -0.289*** (0.017) -0.289*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.287*** (0.017)

Primary education (0/1) -1.986*** (0.032) -1.985*** (0.032) -1.981*** (0.032) -1.980*** (0.032) -1.986*** (0.032) -1.986*** (0.032) -1.986*** (0.032) -1.985*** (0.032) -1.985*** (0.032)

Secondary education (0/1) -1.023*** (0.028) -1.023*** (0.028) -1.022*** (0.028) -1.021*** (0.028) -1.023*** (0.028) -1.023*** (0.028) -1.023*** (0.028) -1.023*** (0.028) -1.023*** (0.028)

Income: poorest 20% (0/1) -1.412*** (0.028) -1.410*** (0.028) -1.395*** (0.028) -1.394*** (0.028) -1.395*** (0.028) -1.401*** (0.028) -1.417*** (0.031) -1.390*** (0.029) -1.363*** (0.036)

Income: second 20% (0/1) -1.024*** (0.027) -1.023*** (0.027) -1.025*** (0.027) -1.027*** (0.027) -1.027*** (0.027) -1.031*** (0.027) -1.029*** (0.027) -1.030*** (0.027) -1.031*** (0.027)

Income: middle 20% (0/1) -0.745*** (0.027) -0.744*** (0.027) -0.746*** (0.027) -0.747*** (0.027) -0.747*** (0.027) -0.749*** (0.027) -0.749*** (0.027) -0.749*** (0.027) -0.750*** (0.027)

Income: fourth 20% (0/1) -0.443*** (0.026) -0.443*** (0.026) -0.444*** (0.026) -0.444*** (0.026) -0.444*** (0.026) -0.445*** (0.026) -0.445*** (0.026) -0.445*** (0.026) -0.445*** (0.026)

Country-level variables

Log of bank branches (per 1,000 km2) 0.559*** (0.098)

Log of ATMs (per 1,000 km2) 0.618*** (0.081)

Log of GDP per capita 1.232*** (0.080)

Internet users (per 100 people) 0.070*** (0.005)

Rule of law, 0-100 (best) 0.068*** (0.004)

Strenght of legal rights index, 0-12 (best) 0.307*** (0.089)

Government transfers: open accounts (0/1) 1.153** (0.479)

Offer basic or low fee account (0/1) 0.900 (0.645)

Correspondent banking permitted (0/1) 1.466*** (0.426)

Cross-level interactions

Poorest 20%XCommercial bank branches (per 1,000 km2) 0.065*** (0.012)

Poorest 20%XATMs (per 1,000 km2) 0.061*** (0.012)

Poorest 20%XLog of GDP per capita 0.064*** (0.018)

Poorest 20%XInternet users (per 100 people) 0.003*** (0.001)

Poorest 20%XRule of law, 0-100 (best) 0.001 (0.001)

Poorest 20%XStrenght of legal rights index, 0-12 (best) -0.014 (0.009)

Poorest 20%XGovernment transfers: open accounts (0/1) 0.057 (0.047)

Poorest 20%XOffer basic or low fee account (0/1) -0.070 (0.061)

Poorest 20%XCorrespondent banking permitted (0/1) -0.070 (0.043)

Constant 2.432*** (0.197) 2.410*** (0.181) 2.344*** (0.126) 2.315*** (0.127) 2.359*** (0.116) 2.486*** (0.215) 2.189*** (0.259) 2.402*** (0.240) 1.727*** (0.316)

Country-level variance

Deviance

Number of respondents, countries

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

Continuos individual-level variables are group-mean centred. Country-level variables are centred to their grand mean.

7 8 9

113043, 110 113043, 110 113043, 110 113043, 110 113043, 110 113043, 110 113043, 110

1 2 3 4 5 6

113043, 110 113043, 110

4.107 3.465 1.621 1.632 1.362 4.928 5.159 5.350 4.923

92295 92279 92210 92215 92200 92339 92346 92350 92338
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Table 4.4: Cross-level interactions: education with country-level variables 

 

 

coef se coef se coef se coef se coef se coef se coef se coef se coef se

Individual-level variables

Age 0.111*** (0.002) 0.112*** (0.002) 0.113*** (0.002) 0.112*** (0.002) 0.111*** (0.002) 0.110*** (0.002) 0.110*** (0.002) 0.110*** (0.002) 0.110*** (0.002)

Age squared -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000)

Female (0/1) -0.288*** (0.017) -0.288*** (0.017) -0.287*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.287*** (0.017) -0.288*** (0.017) -0.288*** (0.017) -0.288*** (0.017)

Primary education (0/1) -2.001*** (0.032) -1.987*** (0.032) -1.947*** (0.032) -1.948*** (0.032) -1.976*** (0.032) -1.995*** (0.032) -2.048*** (0.034) -2.003*** (0.033) -1.936*** (0.038)

Secondary education (0/1) -1.027*** (0.028) -1.029*** (0.028) -1.027*** (0.028) -1.026*** (0.028) -1.022*** (0.028) -1.026*** (0.028) -1.020*** (0.028) -1.024*** (0.028) -1.023*** (0.028)

Income: poorest 20% (0/1) -1.399*** (0.028) -1.398*** (0.028) -1.396*** (0.028) -1.396*** (0.028) -1.400*** (0.028) -1.397*** (0.028) -1.401*** (0.028) -1.400*** (0.028) -1.400*** (0.028)

Income: second 20% (0/1) -1.026*** (0.027) -1.025*** (0.027) -1.023*** (0.027) -1.024*** (0.027) -1.029*** (0.027) -1.027*** (0.027) -1.031*** (0.027) -1.031*** (0.027) -1.030*** (0.027)

Income: middle 20% (0/1) -0.745*** (0.027) -0.743*** (0.027) -0.742*** (0.027) -0.743*** (0.027) -0.748*** (0.027) -0.747*** (0.027) -0.749*** (0.027) -0.749*** (0.027) -0.749*** (0.027)

Income: fourth 20% (0/1) -0.441*** (0.026) -0.440*** (0.026) -0.439*** (0.026) -0.440*** (0.026) -0.444*** (0.026) -0.443*** (0.026) -0.447*** (0.026) -0.445*** (0.026) -0.445*** (0.026)

Country-level variables

Log of bank branches (per 1,000 km2) 0.546*** (0.098)

Log of ATMs (per 1,000 km2) 0.606*** (0.082)

Log of GDP per capita 1.210*** (0.081)

Internet users (per 100 people) 0.069*** (0.005)

Rule of law, 0-100 (best) 0.068*** (0.004)

Strenght of legal rights index, 0-12 (best) 0.320*** (0.089)

Government transfers: open accounts (0/1) 1.106** (0.479)

Offer basic or low fee account (0/1) 0.852 (0.645)

Correspondent banking permitted (0/1) 1.479*** (0.426)

Cross-level interactions

Primary educationXCommercial bank branches (per 1,000 km2) 0.096*** (0.011)

Primary educationXATMs (per 1,000 km2) 0.087*** (0.011)

Primary educationXLog of GDP per capita 0.137*** (0.016)

Primary educationXInternet users (per 100 people) 0.005*** (0.001)

Primary educationXRule of law, 0-100 (best) 0.003*** (0.001)

Primary educationXStrenght of legal rights index, 0-12 (best) -0.055*** (0.008)

Primary educationXGovernment transfers: open accounts (0/1) 0.196*** (0.041)

Primary educationXOffer basic or low fee account (0/1) 0.099* (0.052)

Primary educationXCorrespondent banking permitted (0/1) -0.095** (0.039)

Constant 2.440*** (0.197) 2.420*** (0.182) 2.350*** (0.128) 2.319*** (0.127) 2.360*** (0.117) 2.485*** (0.214) 2.203*** (0.259) 2.411*** (0.240) 1.718*** (0.316)

Country-level variance

Deviance

Number of respondents, countries

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

Continuos individual-level variables are group-mean centred. Country-level variables are centred to their grand mean.

113043, 110

7 8 91 2 3 4 5 6

113043, 110

4.124

92245

3.492 1.667 1.653 1.370 4.919 5.158

113043, 110 113043, 110 113043, 110 113043, 110 113043, 110 113043, 110 113043, 110

5.353 4.919

92238 92150 92187 92195 92298 92324 92347 92335
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Table 4.5: Cross-level interactions: female with country-level variables 

 

 

coef se coef se coef se coef se coef se coef se coef se coef se coef se

Individual-level variables

Age 0.111*** (0.002) 0.108*** (0.002) 0.111*** (0.002) 0.110*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002) 0.111*** (0.002)

Age squared -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000)

Female (0/1) -0.288*** (0.017) -0.283*** (0.016) -0.286*** (0.017) -0.273*** (0.017) -0.282*** (0.017) -0.286*** (0.017) -0.198*** (0.020) -0.245*** (0.018) -0.350*** (0.024)

Primary education (0/1) -1.986*** (0.032) -1.940*** (0.031) -1.983*** (0.032) -1.978*** (0.032) -1.985*** (0.032) -1.986*** (0.032) -1.984*** (0.032) -1.982*** (0.032) -1.985*** (0.032)

Secondary education (0/1) -1.023*** (0.028) -1.010*** (0.027) -1.022*** (0.028) -1.020*** (0.028) -1.023*** (0.028) -1.023*** (0.028) -1.021*** (0.028) -1.021*** (0.028) -1.023*** (0.028)

Income: poorest 20% (0/1) -1.400*** (0.028) -1.397*** (0.027) -1.401*** (0.028) -1.403*** (0.028) -1.400*** (0.028) -1.399*** (0.028) -1.400*** (0.028) -1.402*** (0.028) -1.401*** (0.028)

Income: second 20% (0/1) -1.030*** (0.027) -1.032*** (0.026) -1.031*** (0.027) -1.032*** (0.027) -1.030*** (0.027) -1.029*** (0.027) -1.030*** (0.027) -1.031*** (0.027) -1.030*** (0.027)

Income: middle 20% (0/1) -0.749*** (0.027) -0.750*** (0.025) -0.750*** (0.027) -0.750*** (0.027) -0.749*** (0.027) -0.748*** (0.027) -0.748*** (0.027) -0.750*** (0.027) -0.749*** (0.027)

Income: fourth 20% (0/1) -0.445*** (0.026) -0.433*** (0.025) -0.446*** (0.026) -0.446*** (0.026) -0.445*** (0.026) -0.445*** (0.026) -0.445*** (0.026) -0.446*** (0.026) -0.445*** (0.026)

Country-level variables

Log of bank branches (per 1,000 km2) 0.591*** (0.098)

Log of ATMs (per 1,000 km2) 0.635*** (0.079)

Log of GDP per capita 1.246*** (0.080)

Internet users (per 100 people) 0.069*** (0.005)

Rule of law, 0-100 (best) 0.068*** (0.004)

Strenght of legal rights index, 0-12 (best) 0.287*** (0.089)

Government transfers: open accounts (0/1) 1.342*** (0.480)

Offer basic or low fee account (0/1) 1.044 (0.645)

Correspondent banking permitted (0/1) 1.384*** (0.426)

Cross-level interactions

FemaleXCommercial bank branches (per 1,000 km2) -0.033*** (0.009)

FemaleXATMs (per 1,000 km2) -0.002 (0.009)

FemaleXLog of GDP per capita 0.005 (0.014)

FemaleXInternet users (per 100 people) 0.003*** (0.001)

FemaleXRule of law, 0-100 (best) 0.001 (0.001)

FemaleXStrenght of legal rights index, 0-12 (best) 0.030*** (0.007)

FemaleXGovernment transfers: open accounts (0/1) -0.305*** (0.037)

FemaleXOffer basic or low fee account (0/1) -0.281*** (0.047)

FemaleXCorrespondent banking permitted (0/1) 0.120*** (0.033)

Constant 2.442*** (0.197) 2.387*** (0.173) 2.355*** (0.127) 2.311*** (0.127) 2.359*** (0.116) 2.483*** (0.214) 2.135*** (0.260) 2.380*** (0.240) 1.766*** (0.316)

Country-level variance

Deviance

Number of respondents, countries

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

Continuos individual-level variables are group-mean centred. Country-level variables are centred to their grand mean.

113043, 110113043, 110 113043, 110 113043, 110 113043, 110 113043, 110

7 8

113043, 110 113043, 110 113043, 110

9

4.116 3.318 1.637 1.639 1.367 4.919 5.174 5.354 4.916

1 2 3 4 5 6

92278 92314 9232992310 100732 92222 92210 92201 92324
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Rule of law positively interacts with income, education and female. This result indicates that 

residing in a country with high respect for the rule of law increases the probability of financial 

inclusion among women, low-income and less-educated individuals. The estimated interaction 

effects between the legal rights index, income, education and gender show that residing in a 

country with collateral and bankruptcy laws to safeguard the rights of borrowers and lenders 

only increases the likelihood of financial inclusion among women. This is an interesting finding 

as it suggests that having such laws in place may help narrow the financial inclusion gender 

gap. 

Being poor or less educated is less detrimental to financial inclusion in countries with a higher 

banking sector outreach. However, a higher density of financial access points might not help 

reduce gender differences in account ownership, as judged by the negative coefficient of the 

interaction terms between bank branches density, ATMs density and the female dummy. This 

result suggests that contextual factors beyond the structure of the banking sector (and outside 

the framework of this analysis) may drive the financial inclusion gender gap and, therefore 

deserve further research attention. 

Government-to-person (G2P) payments positively interacts with income and education, but 

negatively with the female dummy, indicating that regulatory frameworks that encourage or 

mandate the payment of social cash transfers through formal accounts increase the probability 

of financial inclusion for low-income and less educated individuals, but not for women. 

Regulation supporting that financial institutions offer basic bank accounts seems to increase 

financial inclusion among the less educated, but not among women and the poor. Finally, the 

practice of correspondent banking appears not to influence financial inclusion among those with 

low income and low education, although it is significantly associated with a higher likelihood of 

financial inclusion for women. 
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4.6 Conclusions 

Using multilevel models fitted to data from the Global Financial Inclusion Survey (Global Findex) 

for 110 countries and over 110, 000 individuals, this paper presented a cross-country analysis of 

the determinants of financial inclusion, focusing on the effect of institutions—including the legal, 

regulatory and policy environment—on the likelihood of account ownership. 

The analysis shows that the current emphasis placed on banking outreach is partially justified 

by the results of this research: a higher density of bank branches and ATMs is associated with 

higher financial inclusion rates. There are, however, many other equally important factors that 

are often neglected and yet seem to have in these models a strong explanatory power. The 

legal environment in which financial institutions and their customers interact, the presence of 

regulatory frameworks enabling the expansion of financial services to the unbanked, and an 

adequate infrastructure for the provision of financial services are also factors that play an 

important role in advancing financial inclusion.  

From the policymakers' point of view there remain plenty of good reasons for seeking to 

advance financial inclusion by focusing exclusively on encouraging financial institutions to 

expand mainstream financial services to the unbanked. But there is not strong evidence to 

suggest that a higher banking sector outreach by itself will positively affect the uptake of 

financial products. Where the aim is to increase access to financial services among unbanked 

groups, governments should also consider measures such as ensuring that the rights of 

depositors, borrowers and lenders are protected; developing regulatory frameworks that enable 

the implementation of policies to foster inclusion among vulnerable groups; and facilitating the 

deployment of quality ICT infrastructure to support the provision of financial services. 

Cross-level interactions between individual-level characteristics and the proxies for banking 

sector outreach indicate that being poor or less educated is less detrimental to financial 
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inclusion in countries with a higher geographical coverage of financial services. However, a 

higher density of financial access points may not help reduce gender differences in account 

ownership. This result suggests that factors outside the structure of the banking sector (and 

beyond the scope of this paper) may drive the existing gender gap in financial inclusion, and 

therefore deserve greater research attention. 

This paper also examined interaction effects between variables reflecting the presence of 

regulatory frameworks supportive of policies to tackle financial exclusion and variables 

representing traditionally vulnerable groups (the poor, the less educated and women). The 

analysis shows that paying government transfers through bank accounts increases the 

probability of financial inclusion for low-income and less educated individuals, but not for 

women. Interestingly, mandating financial institutions to offer basic bank accounts seems to only 

benefit the less educated, while the practice of correspondent banking appears to only benefit 

women. 

It is important to note, however, that the cross-sectional nature of the data used in this study 

limits our ability to make causal inferences. For instance, the effect of policies to bring the 

unbanked into the banking system on a country’s level of financial inclusion should be 

interpreted cautiously. The reason is that the implementation of these policies may vary widely 

across countries. Some countries may have a high proportion of account holders and no 

policies in place to tackle financial exclusion (perhaps because they already have an inclusive 

banking system), while others may have a low share of account holders and recently 

implemented policies to address this issue. National-level impact evaluation assessments of 

these policies would help to accurately determine whether they really benefit the unbanked.   

Future research may focus on investigating the drivers of the gender gap, especially factors 

outside the financial system that constraint women’s engagement with financial markets and, 
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therefore, their economic empowerment. The evaluation of interventions aimed at advancing 

financial inclusion is another area in need of future research. Although collecting data on the 

number of individuals reached by financial inclusion interventions is a common practice among 

governments, information about how, if at all, individuals benefit from them is scarce. Periodic 

impact assessments could improve governments’ ability to monitor the performance of these 

interventions, and most importantly, better articulate the links between financial inclusion and 

economic well being. 
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Appendix table 4.6: List of countries 

 

 

Afghanistan Georgia New Zealand

Albania Germany Nicaragua

Algeria Ghana Pakistan

Angola Greece Panama

Armenia Guatemala Paraguay

Australia Honduras Peru

Austria Hong Kong SAR, China Philippines

Azerbaijan Hungary Poland

Bangladesh India Portugal

Belarus Indonesia Romania

Belgium Ireland Russian Federation

Bolivia Israel Rwanda

Bosnia and Herzegovina Italy Serbia

Botswana Japan Singapore

Brazil Jordan Slovak Republic

Bulgaria Kazakhstan Slovenia

Burundi Kenya South Africa

Cambodia Korea, Rep. Spain

Cameroon Kuwait Sri Lanka

Canada Kyrgyz Republic Swaziland

Central African Republic Lao PDR Sweden

Chad Latvia Tajikistan

Chile Lebanon Tanzania

Colombia Lesotho Thailand

Congo, Dem. Rep. Luxembourg Tunisia

Congo, Rep. Macedonia, FYR Turkey

Costa Rica Madagascar Uganda

Croatia Malawi Ukraine

Czech Republic Malaysia United Kingdom

Denmark Mauritius Uruguay

Dominican Republic Mexico Uzbekistan

Ecuador Moldova Venezuela, RB

El Salvador Mongolia Vietnam

Estonia Morocco Yemen, Rep.

Finland Mozambique Zambia

France Nepal Zimbabwe

Gabon Netherlands
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Appendix table 4.7: Correlation matrix of individual and country-level variables 

 

 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) (18) (19) (20)

Age  (1) 1.000

Age squared (2) 0.980*** 1.000

Female (0/1) (3) 0.029*** 0.027*** 1.000

Primary education (0/1) (4) 0.115*** 0.129*** 0.040*** 1.000

Secondary education (0/1) (5) -0.123*** -0.122*** -0.028*** -0.710*** 1.000

Tertiary education (0/1) (6) 0.031*** 0.010** -0.009** -0.280*** -0.440*** 1.000

Income: poorest 20% (0/1) (7) 0.134*** 0.148*** 0.046*** 0.178*** -0.092*** -0.103*** 1.000

Income: second 20% (0/1) (8) 0.036*** 0.038*** 0.018*** 0.066*** -0.011*** -0.070*** -0.265*** 1.000

Income: middle 20% (0/1) (9) -0.028*** -0.032*** -0.008* -0.022*** 0.040*** -0.030*** -0.262*** -0.243*** 1.000

Income: fourth 20% (0/1) (10) -0.068*** -0.074*** -0.018*** -0.092*** 0.057*** 0.041*** -0.261*** -0.242*** -0.240*** 1.000

Income: richest 20% (0/1) (11) -0.078*** -0.086*** -0.039*** -0.153*** 0.019*** 0.173*** -0.253*** -0.235*** -0.233*** -0.232*** 1.000

Log of bank branches (per 1,000 km2) (12) 0.177*** 0.168*** 0.028*** -0.109*** 0.048*** 0.093*** 0.011*** 0.008** -0.005 -0.012*** -0.014*** 1.000

Log of ATMs (per 1,000 km2) (13) 0.223*** 0.212*** 0.039*** -0.177*** 0.075*** 0.152*** 0.019*** 0.008** -0.002 -0.012*** -0.016*** 0.911*** 1.000

Log of GDP per capita (14) 0.280*** 0.269*** 0.044*** -0.292*** 0.142*** 0.209*** 0.019*** 0.001 -0.001 -0.008** -0.010** 0.518*** 0.666*** 1.000

Internet users (per 100 people) (15) 0.293*** 0.282*** 0.048*** -0.322*** 0.144*** 0.232*** 0.018*** -0.002 -0.005 -0.008** -0.011*** 0.535*** 0.672*** 0.910*** 1.000

Rule of law, 0-100 (best) (16) 0.252*** 0.242*** 0.028*** -0.226*** 0.112*** 0.172*** 0.009** -0.002 -0.003 -0.009** 0.003 0.529*** 0.638*** 0.812*** 0.798*** 1.000

Strenght of legal rights index, 0-12 (best) (17) 0.072*** 0.070*** -0.008** -0.091*** 0.028*** 0.066*** 0.007* 0.009** -0.003 0.004 0.011*** 0.199*** 0.231*** 0.165*** 0.218*** 0.357*** 1.000

Government transfers: open accounts (0/1) (18) -0.002 -0.005 -0.001 -0.013*** -0.015*** -0.003 -0.002 0.006* -0.014*** -0.005 -0.015*** 0.091*** 0.053*** 0.161*** 0.132*** 0.168*** 0.118*** 1.000

Offer basic or low fee account (0/1) (19) 0.030*** 0.026*** -0.008** -0.009** -0.070*** 0.051*** -0.020*** -0.002 -0.017*** -0.005 -0.005 0.140*** 0.101*** 0.128*** 0.129*** 0.213*** 0.117*** 0.378*** 1.000

Correspondent banking permitted (0/1) (20) 0.151*** 0.145*** 0.036*** -0.086*** 0.051*** 0.063*** 0.004 -0.003 -0.004 -0.009** -0.007* 0.276*** 0.335*** 0.256*** 0.278*** 0.331*** 0.197*** 0.123*** 0.281*** 1.000

* p<0.05,  ** p<0.01,   *** p<0.001
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Appendix table 4.8: Multilevel regression models of frequency of use on individuals and country-level characteristics 

 

 

coef se coef se coef se coef se coef se coef se coef se coef se coef se coef se coef se

Individual-level variables

Age 0.065*** (0.003) 0.065*** (0.003) 0.065*** (0.003) 0.066*** (0.003) 0.066*** (0.003) 0.066*** (0.003) 0.065*** (0.003) 0.065*** (0.003) 0.065*** (0.003) 0.065*** (0.003)

Age squared -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000)

Female (0/1) -0.218*** (0.022) -0.218*** (0.022) -0.219*** (0.022) -0.219*** (0.022) -0.220*** (0.022) -0.219*** (0.022) -0.218*** (0.022) -0.218*** (0.022) -0.218*** (0.022) -0.218*** (0.022)

Primary education (0/1) -1.029*** (0.040) -1.029*** (0.040) -1.028*** (0.040) -1.024*** (0.039) -1.021*** (0.039) -1.028*** (0.039) -1.028*** (0.040) -1.029*** (0.040) -1.028*** (0.040) -1.029*** (0.040)

Secondary education (0/1) -0.486*** (0.028) -0.486*** (0.028) -0.486*** (0.028) -0.484*** (0.028) -0.482*** (0.028) -0.487*** (0.028) -0.486*** (0.028) -0.486*** (0.028) -0.486*** (0.028) -0.486*** (0.028)

Income: poorest 20% (0/1) -0.969*** (0.038) -0.970*** (0.038) -0.971*** (0.038) -0.974*** (0.038) -0.974*** (0.038) -0.971*** (0.038) -0.969*** (0.038) -0.969*** (0.038) -0.969*** (0.038) -0.969*** (0.038)

Income: second 20% (0/1) -0.688*** (0.036) -0.689*** (0.036) -0.690*** (0.036) -0.693*** (0.036) -0.693*** (0.036) -0.690*** (0.036) -0.689*** (0.036) -0.688*** (0.036) -0.688*** (0.036) -0.689*** (0.036)

Income: middle 20% (0/1) -0.448*** (0.034) -0.449*** (0.034) -0.449*** (0.034) -0.452*** (0.034) -0.452*** (0.034) -0.449*** (0.034) -0.448*** (0.034) -0.448*** (0.034) -0.448*** (0.034) -0.448*** (0.034)

Income: fourth 20% (0/1) -0.321*** (0.032) -0.322*** (0.032) -0.322*** (0.032) -0.324*** (0.032) -0.324*** (0.032) -0.322*** (0.032) -0.321*** (0.032) -0.321*** (0.032) -0.321*** (0.032) -0.321*** (0.032)

Country-level variables

Log of bank branches (per 1,000 km2) 0.327*** (0.070)

Log of ATMs (per 1,000 km2) 0.361*** (0.061)

Log of GDP per capita 0.814*** (0.060)

Internet users (per 100 people) 0.047*** (0.003)

Rule of law, 0-100 (best) 0.043*** (0.003)

Strenght of legal rights index, 0-12 (best) 0.185*** (0.061)

Government transfers: open accounts (0/1) 0.896*** (0.323)

Offer basic or low fee account (0/1) 0.915** (0.433)

Correspondent banking permitted (0/1) 0.912*** (0.292)

Constant -0.464*** (0.138) 0.443*** (0.154) 0.393*** (0.142) 0.382*** (0.136) 0.332*** (0.097) 0.309*** (0.093) 0.339*** (0.096) 0.418*** (0.149) 0.182 (0.177) 0.318* (0.163) -0.054 (0.218)

Country-level variance

Deviance

Number of respondents, countries

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

Continuos individual-level variables are group-mean centred. Country-level variables are centred to their grand mean.

0 1 2 3 4 5

55217, 110 55217, 110 55217, 110 55217, 110 55217, 110 55217, 110 55217, 110

6 7 8 9 10

0.833

55217, 110 55217, 110 55217, 110 55217, 110

2.069 2.503 2.092 1.893 0.915

56818 53579 53560 53549 53471 53570.094

0.890 2.314 2.340 2.405 2.295

53461 53467 53571 53572 53575.031
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5 Closing the financial inclusion gender 

gap: promoting women’s participation and 

empowerment in the workplace 

Abstract  

Why are women more likely than men to be excluded from the formal financial system? Is there 

a link between laws and policies on gender equality in the workplace and female financial 

inclusion? This paper examines gender differences in the use of formal financial services using 

multilevel models fitted to individual-level data from 127 countries and over 132, 000 individuals. 

The data, extracted from both the Global Financial Inclusion Survey (Global Findex) and the 

Women Business and the Law (WBL) database, underlines the existence of a significant, 

persistent and systematic gender gap in bank account ownership. Even after accounting for an 

array of other relevant individual and country level characteristics, gender continues to be 

significantly associated with the use of financial services. The analysis also shows that in 

countries where legal barriers restrict women’s ability to participate in paid employment, they 

are less likely than men to own an account. However, countries that promote gender equality in 

the labour market through laws and policies, and have strong enforcement mechanisms to 

uphold these measures, tend to have a greater incidence of financially included women.   
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5.1 Introduction 

A growing body of research shows that financial inclusion can act as a driver of women’s 

economic empowerment (Aker et al., 2016; Demirgüç-Kunt, Klapper, & Singer, 2013; Klapper, 

El-Zoghbi, & Hess, 2016), and play an important role in developing their potential as active 

participants in poverty reduction and equitable growth (Dupas & Robinson, 2013a; Kast & 

Pomeranz, 2014; Prina, 2015; Stupnytska et al., 2014). Yet, despite the significant benefits that 

financial inclusion brings to women, their access to financial services is still very limited across 

the globe (Demirgüç-Kunt et al., 2015). 

According to the Global Financial Inclusion (Global Findex) Database, 2 billion adults worldwide 

lack access to formal financial products and services. Women are particularly vulnerable to 

financial exclusion. The gender gap in bank account ownership is 7 percentage points: 58% of 

women and 65% of men owned a bank account in 2014. Although gender differences in account 

ownership are universal, they are more marked in developing nations. The gender gap in formal 

account ownership in low and middle income nations is approximately twice (9 percentage 

points) that of high income countries (5 percentage points) (Demirgüç-Kunt et al., 2015). 

Gender inequality in access to formal financial services may indeed be far worse than existing 

data suggest. Research shows that women are more likely than men to access formal financial 

services through family members (Demirgüç-Kunt, Klapper, & Singer, 2013; Demirgüç-Kunt et 

al., 2015) and to relinquish their financial powers to male members of the family (Goetz & 

Gupta, 1996; Safavian & Haq, 2013). Moreover, in some countries, women cannot make 

financial decisions due to social and gender norms (Fox & Goodfellow, 2016, p. 102).   

Although a number of studies both at the cross and individual-country level provide compelling 

evidence that women are less likely than men to have access to formal financial services (Allen 

et al., 2012; Camara, Peña, & Tuesta, 2014; Ghosh & Vinod, 2017), the mechanisms through 
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which women’s financial inclusion occurs, and more specifically, the effect of gender-responsive 

policies and legislation on women's participation in the formal financial system are topics that 

remain underexplored in the literature. Two notable exceptions are studies by Demirgüç-Kunt et 

al. (2013) and Chakraborty (2014), which use cross-national survey data to examine gender 

disparities in access to financial services. Both studies find that countries with laws that support 

women's ability to work and own assets exhibit greater levels of bank account ownership among 

women.  

This research aims to contribute to further filling the above-mentioned gap in the literature by 

analysing gender differences in account ownership across 127 countries and exploring the 

extent to which policies and laws aimed at empowering women help to reduce their exclusion 

from the formal financial system. To be more specific, this paper addresses three main 

questions. First, what does the evidence suggest regarding women’s access to and use of 

financial products? Second, what are the possible channels that influence women’s participation 

in the mainstream financial system? And finally, is there a link between laws and policies aimed 

at empowering women and their financial inclusion? 

Existing research on women’s access to formal financial products have mainly focused on 

microcredit (Klapper & Parker, 2010 provide a comprehensive review of the literature on this 

topic). This study, on the contrary, examines individual use of bank accounts, a product that has 

similar characteristics across the globe. Consequently, this indicator of gender differences in 

financial inclusion is comparable across countries. This is in contrast to loans, which terms and 

conditions vary depending on individuals’ credit history. Moreover, since account ownership 

offers a first entry point to the regulated financial system, using it as a proxy for FI allows 

exploring women’s participation in financial markets and their control over financial assets, key 

drivers of economic empowerment.  
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My analysis also adds to the literature on the causes of gender inequality. Existing studies have 

explored drivers of gender inequality in different areas of life, such as political (Beaman et al., 

2010; Chattopadhyay & Duflo, 2004; Iyer et al., 2012), education-related (Coleman, 2000), 

wage-related (Neumark & Stock, 2006), and cost-related (Shahriari et al., 2009) factors. 

However, limited empirical evidence is available on the effect of legal and policy empowerment 

measures on gender inequality in the formal financial sector. This is one of the knowledge gaps 

addressed in this chapter. To that end, I look at an array of social and workplace empowerment 

laws and policies with the goal of informing the policy debate about which measures are 

effective in increasing women’s financial inclusion.  

The remainder of the analysis continues as follows. Section two provides the theoretical 

framework on the nexus between gender and finance. It also presents a summary of the main 

barriers that according to the literature constrain women's economic and social participation and 

therefore exclude them from financial markets. Section three describes the data and the 

empirical framework. Section four discusses the results. Finally, Section five concludes. 

 

5.2 Women’s economic empowerment through 

financial inclusion 

Expanding financial inclusion for women is increasingly receiving attention in the global 

development agenda. Over the last few years, international development agencies and national 

governments have established women’s access to finance as an explicit goal and a key 

component of their development strategies. In 2013, the World Bank set the strategic goal of 

Universal Financial Access (UFA), which envisions that by 2020, the world’s adult population —

women and men alike— will have access to a transaction account. In 2015, the Group of 20 
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(G20), under the Turkish Presidency, explicitly included women’s economic empowerment 

through financial inclusion as a key target of its Development Agenda. The United Nations new 

global development framework, the post-2015 Sustainable Development Goals (SDGs), valid till 

2030, highlights the importance of female financial inclusion in achieving sustainable 

development and pro-poor growth by listing women's access to finance as a pre-requisite to 

attain SDG5— achieve gender equality and empower all women and girls.   

This growing interest in financial inclusion has been accompanied by a growing body of 

literature exploring the relationship between FI and women’s economic empowerment. Available 

evidence indicates that financial services can help women improve their economic participation 

(Aker et al., 2016; Ashraf, Karlan, & Yin, 2010; Demirgüç-Kunt, Klapper, & Singer, 2013; 

Klapper, El-Zoghbi, & Hess, 2016), and their potential as active participants in poverty reduction 

(Dupas & Robinson, 2013; Kast & Pomeranz, 2014; Prina, 2015) and equitable growth 

(Stupnytska et al., 2014; Women's World Banking, 2016). According to the International Center 

for Research on Women:  

A  woman  is  economically  empowered  when  she  has  both  the  ability  to  succeed  

and advance  economically  and  the  power  to  make  and  act  on  economic  decisions 

(Golla et al., 2011, p. 4). 

In other words, women’s economic empowerment means providing women with access to 

economic and social opportunities—including banking services, property, jobs, and other 

productive assets— to help them strengthen their rights, and exercise greater control over their 

lives and participation in society (OECD, 2011b). 

FI plays an important part in the economic empowerment of women by providing them with 

access to a full range of financial tools to save for the future, engage in productive activities, 

make investments (Buvinic, Furst-Nichols, & Pryor, 2013; Dupas & Robinson, 2013) and 
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manage the financial consequences of unforeseen events (Banthia et al., 2009). It is argued 

that in order to meaningfully include women in financial markets, financial products not only 

have to meet their personal, household and business needs, but also be responsive to their 

socioeconomic and cultural circumstances (Napier et al., 2013).   

There is ample evidence on how financial products and services can, if well-designed and 

delivered, strengthen women’s participation in the economy. The evidence is, however, 

particularly compelling concerning the use of bank accounts. Research consistently shows that 

having access to resources on their own account increases women's productivity in rural areas 

(Knowles, 2013), boosts the profits of women entrepreneurs (Dupas & Robinson, 2013; 

Gamberoni, Heath, & Nix, 2013) and gives women greater control over their earnings (Ashraf, 

Karlan, & Yin, 2006, 2010). A bank account also provides women with a mechanism to safely 

put away money to cover unforeseen health expenditures or family emergencies, thus helping 

them to smooth consumption when confronted with economic shocks (Jack & Suri, 2014; Kast & 

Pomeranz, 2014) and to avoid selling assets to deal with unexpected events (Dupas & 

Robinson, 2013a, 2013b). 

In addition, owning their own account provides women with greater privacy and control over 

their finances and a safe payment connection with others, including family members, employers 

(for wage payments) or the government (for pension, cash transfers or government-to-person 

transactions) (Demirgüç-Kunt et al., 2013). This reduces the risk that women will turn to unsafe 

saving methods, such as stashing money under the mattress, or holding savings in the form of 

gold or livestock, which women often use to protect the household money from misuse by family 

members (Klapper & Dutt, 2015). Indeed, it has been argued that having access to savings 

vehicles such as a bank account represents the most relevant form of financial inclusion for 

women (Ibid). This is because a formal account is not only a fundamental instrument in carrying 

out daily financial transactions, but can also open up access to other mainstream financial 
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services—including term deposits, formal credit, and insurance (Financial Inclusion Task Force, 

2010).  

The benefits of providing women with access to formal savings instruments go beyond 

increasing their financial autonomy and ability to manage their personal finances. A large body 

of research suggests that helping women to develop their ability to generate, save and control 

income—either through their earned income or social cash transfers—reshapes household 

spending in ways that benefit families and communities as well. The reason is that women are 

far more likely than men to allocate their earned income and savings to children’s schooling, 

family health care, and home maintenance (Aguero, Carter, & Woolard, 2006; Burjorjee, 

Deshpande, & Weidemann, 2002; Hazarika & Guha-Khasnobis, 2008; Perova & Vakis, 2009; 

Quisumbing & Maluccio, 2000), which are all investments that drive inter-generational change 

with a ripple effect on overall economic growth and community development.  

5.2.1 Social policy and financial inclusion 

Social welfare programs, when delivered through the formal banking system, can become a key 

vehicle for the financial inclusion of women, especially for those on low-incomes. For instance, 

welfare benefits deposited directly into a bank account can help women beneficiaries enter, and 

therefore benefit from services offered by the formal financial sector (Arnold, Conway, & 

Greenslade, 2011; Napier et al., 2013; Pearce & Ortega, 2012). A good example of a social 

assistance scheme employing this type of mechanism is Bolsa Familia (BF), a conditional cash 

transfer program aimed at female-headed households in extreme poverty started in 2003 by the 

Brazilian government. BF transfers cash directly into a simplified bank account, that is an 

account exempted from banking fees, and allows beneficiaries to make, on dates of their 

choosing, four free withdrawals per month. In addition to facilitating savings and transactions, 

the account is intended to serve as a gateway to other financial services, including microcredit 

and insurance. Impact evaluations assessing the effect of BF on the well-being of its 
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beneficiaries find that BF payments deposited directly into a bank account not only provide 

financial stability to poor households, but also give women more control over the family’s 

expenditures and greater bargaining power within the household, thus reducing dependency on 

their husbands, many of whom can be abusive (Gazola Hellmann, 2015).  

Proof of identity is a requirement that individuals must meet to access formal financial services. 

Banks worldwide ask for proof of ID to open a new account to comply with regulatory 

requirements aimed at preventing money laundering, financial fraud and identity theft. In some 

countries, banks even require additional documentation, such as proof of income or domicile. 

Women, more often than men, lack the identification documents required to open an account at 

a formal financial institution (Klapper & Dutt, 2015). In some cases, difficulties in obtaining a 

national ID card arise even before women apply for one. According to the 2016 WBL report, in 

10 out of 173 economies, in order to obtain a national ID card, married women have to provide 

extra documentation that is not required to married men and in some of these countries, having 

an ID is mandatory for men and optional for women (World Bank, 2015). 

Lacking identity documents not only excludes women from mainstream financial services, but it 

can also prevent them from accessing government benefits that could help move their lives 

forward. Social assistance programs aimed at addressing poverty, in most cases, require 

beneficiaries to prove their identity. For example, in Ecuador, the Bono de Desarrollo Humano, 

a conditional cash transfer program, does not provide economic assistance to women 

beneficiaries that cannot prove their identity. Similar identification requirements apply to women 

and families benefited by the Guatemalan cash transfer program Mi Familia Progresa (My 

Family is Moving Forward), whose names are put on a waiting list when unable to prove their 

identity, and remain in that list until their situation is resolved (Harbitz & Tamargo, 2009).  
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The power of social policy to promote financial inclusion extends to the realm of education. 

Gender equality in education has been shown to be a key indicator of economic development. A 

more skilled female labor force raises earnings, employment rates, and career development 

among women. Moreover, better-educated women tend to have smaller families, and therefore 

spend more time on paid work. Increased earning capacity, in turn, increases women’s demand 

for financial products (Ghosh & Vinod, 2017).  

In addition to preparing women to enter the labor force (Bermeo, 2014; Elborgh-Woytek et al., 

2013), education equips them with knowledge and insight to responsibly participate in financial 

markets. In other words, education, and, more specifically, financial education provides women 

with the skills necessary to make responsible financial decisions, helping them to achieve 

meaningful FI and ultimately personal financial well-being (Atkinson & Messy, 2012; Messy & 

Monticone, 2013). 

Having adequate levels of financial knowledge, therefore, enhances women’s confidence to 

engage with financial institutions, helping them to choose financial products in an informed and 

responsible way (Messy & Monticone, 2013). However, despite the importance of financial 

literacy in advancing women’s financial empowerment, research shows that women tend to 

have lower levels of financial knowledge than men.  

A number of studies conducted in developed and developing countries supply evidence of 

gender differences in various aspects of financial literacy (See Messy & Monticone, 2013 for a 

survey of the literature). On the one hand, these studies show that women tend to be better than 

men at keeping track of their finances and providing estimates of household expenses (Atkinson 

et al., 2006; Atkinson & Messy, 2012; Brunton, 2009; McKay, 2011). On the other hand, they 

indicate that women are more likely to struggle with covering basic living costs, saving, and 

select suitable financial products (Atkinson & Messy, 2012). Evidence also shows that women, 
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to a greater extent than men, tend to cut expenses, including ditching insurance and pension 

payments, to cope with income shocks. Such coping strategies could make women even more 

vulnerable to economic hardship, threatening their financial security later in life (Heathrose, 

2012; Lewis & Messy, 2012).  

Gender differences have also been found in product selection, a domain of financial knowledge 

relevant to meaningful financial inclusion. Making informed choices when buying financial 

products, for instance, by comparing products across providers or using independent advice, 

make individuals less susceptible to mis-selling or fraud. However, data from the OECD/INFE 

survey indicates that women are less inclined than men to shop around, make informed 

choices, and seek advice or information from professional or independent sources (Messy & 

Monticone, 2013). Women also tend to find it more difficult than men to identify formal sources 

of information, understand financial products’ terms and conditions (Atkinson et al., 2006) and 

read the business pages of newspapers or economic magazines (Graham & Warren, 2011).  

Not only do women exhibit lower levels of financial literacy, but they also are less confident than 

men in their financial knowledge and skills. Research on attitudes towards money and finances 

reveals that women are more likely than men to assign themselves lower scores when 

measuring their own financial literacy (Bucher-Koenen et al., 2012; Chen & Volpe, 2002; Lusardi 

& Tufano, 2009). Moreover, results from several sources, including surveys and tests, indicate 

that women are more inclined to indicate they do not know the answer to financial knowledge 

questions (Alessie, Van Rooij, & Lusardi, 2011; Almenberg & Säve-Söderbergh, 2011; Alpha 

Research, 2010; Bucher-Koenen & Lusardi, 2011; Bucher-Koenen et al., 2012; Crossan, 

Feslier, & Hurnard, 2011; Fornero & Monticone, 2011; Klapper & Panos, 2011; Lusardi & 

Mitchell, 2011). In summary, the evidence indicates that women’s lower levels of confidence in 

their personal finance awareness are linked to their insufficient financial knowledge. This may 
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disincline women from dealing with financial matters and, therefore, hinder their ability to seize 

income-generating investment opportunities (Messy & Monticone, 2013). 

5.2.2 Law and financial inclusion 

Laws that discriminate against women in the workplace limit their participation in paid 

employment, and therefore in financial markets (AFI, 2016; Demirgüç-Kunt et al., 2013; 

International Finance Corporation, 2011; World Bank, 2012). For example, legislation that 

entails prohibitions on working hours, industries, and occupations restrict women’s job 

opportunities, limiting their earning potential, and, as a consequence, their use of financial 

products and services. 

Regulation that restricts women’s participation in the job market can also result in occupational 

segregation and women’s relegation to low-paying industries and activities. The 2015 Women, 

Business and the Law (WBL) report finds that in 100 economies (out of 173) women are 

restricted from pursuing the same economic activities as men; and in 18 economies, women 

cannot work without their husbands’ consent. The report also notes that many of the jobs 

women are restricted from applying to are in highly paid sectors, such as mining and 

manufacturing (World Bank, 2015).  

Conversely, legislation promoting women’s engagement in paid work encourages their 

economic empowerment and therefore their participation in the financial system. For instance, 

maternity leave laws support women’s career development by guaranteeing their return to work 

after having children. Similarly, equal parental benefits, such as those allowing men and women 

taking paid or unpaid leave to care for a newborn child, not only encourage parents to share 

child-rearing responsibilities (World Bank, 2015), but also help to reduce the perceived cost of 

hiring women among employers, increasing women’s employment opportunities and access to 

financial services (World Bank, 2012). 
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However, research conducted among female factory workers in China, India, Mexico, 

Philippines, and Vietnam reveals that parental leave regulations as well as other employee 

benefits, if they do exist, are not always observed by employers (Business for Social 

Responsibility, 2006). This situation is made worse by the low levels of knowledge about 

employment rights, especially those related to pregnancy and breastfeeding, generally exhibited 

by female blue-collar workers (ibid). 

Work settings that do not support the harmonization of work and family responsibilities not only 

impede gender equality in the workplace, but also induce women to self-select out of some 

industries and areas of employment. In the United States, for instance, although women 

represent half of the country’s labour force, they only comprise 27 percent of computer science 

professionals. Women also appear to be abandoning the technology sector at twice the rate of 

men (Beede et al., 2011). A study conducted among more than 5,000 female engineering 

graduates in the same country showed that the most cited reasons for leaving this profession 

was the perception of it as having family-unfriendly practices and being non-supportive of 

women (Fouad & Singh, 2011).  

Work-place harassment against women, particularly sexual harassment, is also a pernicious 

barrier to women’s career advancement and participation in paid employment. The reason is 

that sexual harassment can drive considerable financial harm and emotional anguish in women 

who face it. Evidence indicates that female victims of sexual harassment often try to escape the 

situation by taking sick leave or leave without pay from work, or even by resigning or changing 

jobs, which results in significant loss of wages or earnings among sufferers (McCann, 2005).  

Sexual harassment is a widespread issue affecting women in a variety of workplace settings all 

over the world. A study carried out across the European Union (EU) estimates that 40% to 50% 

of women in this group of economies have faced unsolicited sexual advances, physical contact, 
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or other types of sexual harassment at work (United Nations, 2006). A survey among female 

workers in China's foreign-owned enterprises and joint ventures found that 40% of women in 

these two sectors have been sexually harassed, and that this figure increases to 70% in the 

service industry (Cheung, 2013). Even more alarming results were reported in a survey among 

female employees in India’s IT and outsourcing industries, which reveals that 88% of women 

working in these industries have experienced some form of sexual harassment (Centre for 

Transforming India, 2014). 

Although evidence indicates that no workplace is immune from sexual harassment, its 

prevalence tends to be higher in occupations from which women have traditionally been 

excluded, such as the military, law enforcement, construction, and mining (Foster & Vince, 

2009; Lonsway, Paynich, & Hall, 2013; Occupational Safety and Health Administration, 1999). 

This further deteriorates the already weaken access of women to traditionally male-dominated, 

high-status, high-paying jobs. In this context, regulations against harassment play an important 

role in fostering workplace equality as they give women a sense of security at work, contributing 

to improve their participation in paid employment and capacity to earn income, and therefore 

their access to financial markets. 

Marital property laws play an important role in shaping women’s access to assets and hence 

their participation in financial markets. Women’s rights to property in marriage, upon divorce, 

and upon the death of a spouse, are particularly significant when it comes to securing women’s 

control over assets (World Bank, 2012). For instance, community property regimes grant both 

spouses equal ownership over the marital property, and provided that other laws do not 

invalidate their effects, allow women to secure titled property that can be used as collateral for 

credit, even upon dissolution of marriage (World Bank, 2015). 
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Gender differences in property ownership, on the other hand, are mainly associated with 

discriminatory inheritance laws. Customary patrilineal inheritance systems, whereby property is 

transferred to and through male members of the lineage, completely deprive women of the right 

to inherit property. Such discriminatory practices are found to disempower women by consigning 

them to the subordinate position of unpaid family labor or agricultural wage labor (Augustinus, 

2007). Evidence from Ethiopia and the Philippines indicates that under such inheritance 

systems, only men can inherit assets of high economic value, including land (World Bank, 

2015). 

Evidence indicates that being unable to provide collateral is one of the major factors associated 

with loan denial among women, and also one of the main reasons women feel discourage about 

approaching financial service providers. In India, for example, the lack of land titles considerably 

restricts women farmers’ access to credit (Finnegan, 2015). Given that women find it more 

difficult to offer up collateral and personal guarantees, they may also experience difficulties in 

building a good credit score. This can aggravate women’s exclusion from credit markets as 

lenders are generally unwilling to offer credit to individuals who have insufficient or no credit 

history (International Finance Corporation, 2011).  

5.2.3 Socio-cultural barriers to financial inclusion 

The fact that in many parts of the world women are held accountable for most of the unpaid 

work within the home may reflect the prevalence of societal gender norms whereby women are 

expected to be primarily responsible for housework and childcare, while men are expected to 

prioritize their career. Such stereotypes may not only have a negative effect on women's 

earning capacity and involvement in paid employment, but also lead to their involuntary 

exclusion from financial markets (Aterido, Beck, & Iacovone, 2013).  
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Women’s higher involvement in domestic work tends to be associated with a higher probability 

of working on a part-time basis (Morton et al., 2014). While the flexibility of part-time jobs has 

the potential to bring more women into the labor force, these jobs generally involve lower 

earnings, less career progression and fewer benefits (ibid). Women’s weak position in the job 

market becomes far worse in developing countries, where women often take low-paid jobs, 

without social protection and often in the shadow economy (Fox & Goodfellow, 2016, p. 126; 

OECD, 2011a). 

A second barrier limiting women’s FI is distance. Distant-related barriers interact with time, 

mobility and infrastructure constraints further intensifying women’s exclusion from the formal 

financial system. In geographical areas where bank branches are scarce, and long distances 

must be traveled to visit them, women are more prone than men to be excluded from financial 

services. This is because time spent banking, either traveling or queuing at teller counters, 

poses additional hurdles for women (Banthia et al., 2011) whose time is already constrained by 

housework burdens and cultural mobility restrictions (Antonopoulos & Hirway, 2010; Beneria, 

2003; Folbre, 2008; Razavi, 2012). 

In addition, costs incurred to reach financial access points (e.g. transport costs, or telephone 

and network charges) add to transactions costs (e.g. fees for opening, maintaining, and using 

bank accounts), negatively affecting the frequency and continuity with which women use 

financial services. In their study of determinants of use of formal accounts, Allen et al. (2012) 

show that across 123 countries, account use is less frequent among women than men. The 

study finds that large withdrawal fees and long distances to the nearest bank branch are among 

the main barriers that discourage women from using formal accounts. 

Third, cultural and gender norms may influence financial institutions’ practices acting as a 

barrier to women’s participation in the formal financial system. For instance, in Pakistan, banks 
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require married women to demonstrate they have the consent of their husband regarding taking 

out a loan, and to have two male guarantors as cosigners of a loan agreement. On the other 

hand, female guarantors are not allowed and unmarried women are deemed uncreditworthy 

(Safavian & Haq, 2013). Evidence suggests that biases against women customers are 

especially common in settings where loan officers are predominantly male.  A study conducted 

using data from a large Albanian lender found that female borrowers randomly paired with male 

officers were more likely to obtain less favorable terms (e.g. high interest rates for small loans) 

and, therefore, less likely to come back for a second loan (Beck, Behr, & Madestam, 2012). 

Fourth, financial institutions’ preference for immovable property collateral can negatively affect 

women’s likelihood of obtaining credit. A study conducted by the Law and Development 

Partnership finds that banks in Ghana strongly prefer land and buildings over moveable assets 

(e.g. household goods, machinery and book debts) as security for loans (as cited in World Bank, 

2015). This disadvantages women in credit markets as they, to a greater extent than men, tend 

to have limited control over property (Kabeer, 2009).  

Finally, women’s participation in financial markets might also be constrained by religion. Self-

exclusion due to religious beliefs tends to be more prevalent in Muslim-majority countries where 

Sharia Law, which prohibits the collection and payment of interest, prevails.  Although religion 

might affect people’s financial inclusion regardless of their gender, evidence suggests that it 

may disproportionately affect women. Research shows that gender differences in financial 

services usage are larger in Islamic predominant countries than in non-Islamic countries 

(Chakraborty, 2014). 

In sum, previous research has shown that women’s participation in education and the workforce 

can have a significant impact on female financial inclusion. Additionally, regulation and social 

policy aimed at empowering women are also deemed to be important drivers of female 
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engagement in financial markets. I therefore include variables that capture these potential 

influences on women’s financial inclusion in my empirical model. 

 

5.3 Data and model specification 

The first wave (2011) of the Global Financial Inclusion Database (Global Findex) is the source 

of the individual-level data used in this chapter. The analysis reported in this chapter focuses on 

127 countries with 132 754 distinct observations (see Appendix table 5.7 for the list of countries 

in the sample). A description of the methodological aspects of the Global Findex, including 

coverage, sampling technique, sample size, handling of missing data, and the conceptualization 

and measurement issues of variables, are described in Subsection 3.3.1.  

The Global Findex dataset is particularly appropriate to assess the gender gap in financial 

inclusion as its definition of account ownership is restricted to individual accounts. This means 

that being in possession of an account entirely reflects individual financial behavior, which 

allows us to assess women’s control over financial assets, a key element of their economic 

empowerment.   

While most formal financial institutions offer a range of products and services, I centre my 

analysis on account ownership for a number of reasons. First, a bank account is a product with 

similar characteristics across countries, as noted above. Second, contrary to credit, bank 

accounts are used for daily financial transactions, such as making payments and depositing and 

withdrawing money. Third, even if a universal demand for credit is assumed, in reality not 

everyone qualifies for it. Many individuals might be over-indebted, lack credit history, or have 

infeasible investment projects. Therefore, allocating resources to these individuals would be 

both inefficient and risky. Finally, while universal access to a transaction account has become a 
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development priority among policy makers worldwide, universal access to credit may not be a 

policy priority in many countries due to financial stability concerns and established regulation to 

help prevent future financial crises. 

Account ownership, the dependent variable, is measured with the question “Do you, either by 

yourself or together with someone else, currently have an account at a bank, or other type of 

formal financial institution?” The Global Findex database defines account ownership as being in 

possession of an account managed by a formal financial institution or a mobile money supplier. 

The first category refers to accounts at commercial banks or other financial institutions, such as 

cooperatives, credit unions or microfinance companies. The second refers to mobile money 

accounts which provide access to phone–based financial services, such as receiving money or 

paying bills 

According to the Global Findex, 62 percent of adults worldwide declared owning an account in 

2014, up from 51 percent in 2011. Despite this progress, the gender gap in account ownership 

has not narrowed. In 2011, while 54 percent of men owned an account, only 47 percent of 

women did. A similar trend was observed in 2014 with 58 percent of women having an account 

compared to 65 percent for men. These results indicate that the global gender gap remains 

persistent at 7 percentage points. Similar results are exhibited by developing economies, their 

gender gap remains unvaried at 9 percentage points (Demirgüç-Kunt et al., 2015).. 
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Figure 5.1: Account ownership, by gender (countries classified by income) 
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Figure 5.2: Account ownership, by gender (countries classified by region) 
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At the individual-level, I consider a group of independent variables that are likely to affect the 

ownership of bank accounts. Income is a measure of relative income within a country that 

classifies individuals into wealth quintiles based on their monthly earnings. It ranges from 1 (the 

poorest quintile) to 5 (the richest quintile). Education measures the highest completed level of 

education and is grouped into three categories (1= completion of elementary education or less, 

2= completion of secondary education, 3= completed education after high school or more). 

Female indicates whether the respondent is a woman. Age is expressed in years. Exploratory 

analysis shows that bank account usage first increases and then declines with age, thus in 

order to take into account this quadratic relationship a squared term for age is added to the 

analysis.  

To analyse the contextual determinants of women’s uptake of financial products, I follow the 

analytical approach used by Chakraborty (2014) who explores female financial inclusion and its 

association with legislation in three areas: women in governance roles, women in the workplace 

and women’s position in the society. Chakraborty’s framework also identifies law enforcement 

mechanisms, Sharia Law, and labour market participation as potential drivers of financial 

inclusion among women. 

I focus on regulation aimed at empowering women in the job market and promoting their 

security and dignity in the society. Using data from the World Bank’s Women, Business and the 

Law (WBL) database6, I create a group of binary variables to indicate whether a country has 

enacted laws concerning these areas. The dummy variables take a value 1 if there is a law in 

place to avoid discrimination and 0 otherwise.  

To examine women’s empowerment in the workplace, I look at laws in place to prevent gender 

wage discrimination, stop women’s discrimination in the recruitment process, allow women to 

                                                
6
 The database is available at http://wbl.worldbank.org/ 
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work the same night hours as men, allow women to work in the same industry as men, and 

mandate maternity leave (either paid or unpaid). To examine women's security and dignity in 

the society, I look at laws in place to stop domestic violence and sexual harassment against 

women.  

In order to determine the existence of strong enforcement mechanisms guaranteeing that 

gender equality laws are observed, a binary variable denoting whether a country has ratified the 

Optional Protocol to the Convention on the Elimination of All Forms of Discrimination against 

Women (OPTCEDAW) is included in the analysis. The OPTCEDAW, adopted by the United 

Nations in 1999, is an international treaty which sets complaint and inquiry mechanisms for 

the Convention on the Elimination of All Forms of Discrimination AgainstWomen (CEDAW). 

Signatories to the Protocol agree to let the Committee on the Elimination of Discrimination 

against Women to hear complaints from individuals or groups and conduct inquiries into 

violations of the Convention. In addition, I control for the rule of law, an element of the 

Worldwide Governance Indicators (WGI) that assesses perceptions of the extent to which 

agents trust and obey the rules of society. This variable reflects the quality of the judicial 

system, police services, contract enforcement and property rights. 

This study also considers a group of country-level variables that relate to socio-economic 

factors relevant for financial inclusion. Log of GDP per capita is the logarithm of gross domestic 

product (GDP) per capita, in constant 2005 U.S. dollars. Women's labor force participation 

denotes the percentage of the working age female population that is part of the labor force. Both 

indicators are taken from the World Bank Development Indicators (WDI). Finally, I consider the 

role of religion in determining women’s financial inclusion, where Muslim-Majority Country is a 

binary variable indicating countries whose population is predominantly Islamic. Data for this 

variable comes from the Pew Research Center’s Religion and Public Life database. 

https://en.wikipedia.org/wiki/Treaty
https://en.wikipedia.org/wiki/Convention_on_the_Elimination_of_All_Forms_of_Discrimination_Against_Women
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In order to estimate the effect of the socio-economic and legal environment on women’s 

financial inclusion while controlling for individual-level characteristics, I use a multilevel modeling 

approach. The two-level logistic regression model fitted for this study, with all control variables 

included, is written as:  

 

 

 

The log-odds that individual i in country j uses financial services is thus a function of variables at 

two levels and random country effects u0j. The likelihood of account ownership is allowed to 

vary across countries and interaction terms between contextual-level variables and the female 

dummy variable are included to capture how the socio-economic and legal environment 

influence women’s financial inclusion. The estimation of parameters is carried out using 

maximum likelihood (MLE) with adaptive quadrature and the command xtmelogit available in the 

software Stata. 

Individual-level variables are group-mean centred. This strategy is used to avoid biased 

estimates, that is, coefficients representing an uninterpretable mixture of individual- and country-

level effects that may arise from differences in the country means of individual-level variables 

(Enders & Tofighi, 2007). 

Models are fitted with linear effects of two individual-level variables: income and education. This 

approach was taken based on results obtained from supplemental analysis showing that the 

coefficients of the binary variables representing each category of these two predictors exhibit an 

approximately linear increase. Graphical analysis of the mean predicted probability of account 
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ownership for each category of the two variables further confirms that the relationship between 

financial inclusion, income and education is fairly linear.  

 

5.4 Results 

5.4.1 Individual characteristics and financial inclusion 

The univariate summary statistics, presented in Table 4.1, for all individual characteristics 

considered in the analysis show that women experience multiple disadvantages. While a higher 

proportion of women than men are poor and possess low levels of educational attainment, the 

opposite is the case for bank account ownership. T-tests indicate that these gender differences 

are statistically significant at the 1 percent confidence level.  

This exploratory data analysis provides some initial evidence on the existence of a negative 

gender gap in account ownership and on the possible role of education and income level in 

driving this gap. This finding is consistent with previous studies showing that women face 

multiple and overlapping obstacles (including barriers to their participation in education, formal 

employment, and household decision-making) when endeavoring to improve their financial 

wellbeing (Aterido et al., 2013; Demirgüç-Kunt, Klapper, & Singer, 2013; Ghosh & Vinod, 2017; 

Johnson, 2004).  
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Table 5.1: Summary statistics of individual characteristics by gender 

 
Variable Total Obs. Male Female Difference Std. Error 

Account(0/1) 132754 0.514 0.482 0.032
***

 0.003 

Primary education(0/1) 132754 0.316 0.348 -0.032
***

 0.003 

Secondary education(0/1) 132754 0.525 0.501 0.024
***

 0.003 

Tertiary education(0/1) 132754 0.147 0.141 0.005
***

 0.002 

Income: poorest 20%(0/1) 132754 0.198 0.235 -0.037
***

 0.002 

Income: second 20%(0/1) 132754 0.191 0.203 -0.012
***

 0.002 

Income: middle 20%(0/1) 132754 0.193 0.191 0.001 0.002 

Income: fourth 20%(0/1) 132754 0.203 0.190 0.014
***

 0.002 

Income: richest 20%(0/1) 132754 0.205 0.173 0.032
***

 0.002 

Age 132754 40.195 41.013 -0.818
***

 0.096 

*, **, *** denotes significance at the 10%, 5% and 1% level, respectively 

 

I next carry out a multivariate regression analysis to investigate whether gender differences in 

account ownership hold when controlling for other individual characteristics. Table 4.2 reports 

the results of regressing account ownership against a group of socio-economic characteristics 

while controlling for country random effects.  
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Table 5.2: Multilevel regression models of account ownership on individual and country-level 
characteristics 

 

Model 0 is an intercept-only model which includes country random effects. It provides 

information on the variation between countries in the log-odds of account ownership and a 

baseline for the deviance statistic—a measure of goodness of fit. The variance partition 

coefficient (VPC), calculated as 4.678/(4.678+3.29)=0.587,  indicates that 59% of the variation 

in the propensity of owning an account is explained by between-country variation, supporting 

the use of a multilevel approach. For details about the derivation of the formula to calculate the 

VPC for binary response multilevel models see Browne (2011). 

Model 1 controls for individual-level variables and country differences. In line with what is found 

in the research literature on financial inclusion, the regression output shows that income, 

education, age and gender are all significant determinants of account ownership (Allen et al., 

Do you own a bank account?

Model

coef se coef se coef se coef se

Individual-level variables

Female (0/1) -0.331*** (0.015) -0.332*** (0.015) -0.321*** (0.015)

Age 0.114*** (0.002) 0.114*** (0.002) 0.115*** (0.002)

Age squared -0.001*** (0.000) -0.001*** (0.000) -0.001*** (0.000)

Primary education (0/1) -1.991*** (0.029) -1.987*** (0.029) -1.988*** (0.029)

Secondary education (0/1) -1.016*** (0.026) -1.014*** (0.026) -1.012*** (0.026)

Income: poorest 20% (0/1) -1.395*** (0.026) -1.396*** (0.026) -1.404*** (0.026)

Income: second 20% (0/1) -1.053*** (0.025) -1.054*** (0.025) -1.059*** (0.025)

Income: middle 20% (0/1) -0.758*** (0.024) -0.759*** (0.024) -0.762*** (0.024)

Income: fourth 20% (0/1) -0.457*** (0.024) -0.458*** (0.024) -0.461*** (0.024)

Country-level variables

Log of GDP per capita 1.210*** (0.065) 1.207*** (0.065)

Female labor force participation 0.034*** (0.006) 0.025*** (0.006)

Cross-level interactions

FemaleXFemale labor force participation 0.019*** (0.001)

Constant 0.244 (0.192) 2.352*** (0.203) 2.290*** (0.105) 2.278*** (0.105)

Country-level variance

Deviance

Number of respondents, countries

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

Continuos individual-level variables are group-mean centred. Country-level variables are centred to their grand mean.

132754, 127

126199 109953 109779 109335

132754, 127 132754, 127 132754, 127

0 1 2 3

4.678 5.123 1.283 1.273
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2012; Demirgüç-Kunt, Klapper, & Singer, 2013). The income effect is positive and highly 

significant, meaning that the odds of account ownership are higher for an individual in the 

highest income quintile than for an individual in the same country but in the lowest income 

quintile. The positive and highly significant coefficient for education indicates that the odds of 

owning an account are higher for an individual with tertiary education than for an individual with 

primary education. Age is positively associated with the likelihood of account ownership, but this 

relationship is not linear. This is confirmed by the significant and negative effect of the squared 

term for age, which indicates that account ownership firsts increases and then decreases with 

age. As expected, and in line with the above-presented univariate analysis, the gender effect is 

negative and statistically significant, indicating that the likelihood of financial inclusion is lower 

for women than for men. Given the large sample, the signs and significance levels of the 

estimated coefficients of individual-level variables are fairly stable across all models in Table 

5.2.  

Model 2 and 3 add two country-level socieconomic controls, GDP per capita and women's labor 

force participation. Log of GDP per capita is positively linked with financial inclusion, indicating 

that living in a country with higher levels of development positively affects individual financial 

inclusion. According to the literature, more developed nations tend to exhibit a higher demand 

for financial services, which is associated with high living standards, saving capacity, and 

financial literacy generally enjoyed by the inhabitants of these nations. Such a conducive 

environment not only contributes to the development of the financial system by allowing 

financial intermediaries to get larger and more competitive, but also facilitates the provision of 

financial services to all segments of society, including women and the poor (Allen et al., 2012; 

Demirgüç-Kunt & Klapper, 2012; Demirgüç-Kunt & Levine, 1999; Kendall, Mylenko, & Ponce, 

2010; Rojas-Suarez & Amado, 2014).   
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As the publicly available version of the Global Findex database used in this analysis does not 

provide information on individual employment, in order to explore the role of employment in 

reducing gender inequality in financial inclusion, a cross-level interaction between gender an 

female employment (measured at the country level) is included in model 3. The positive and 

significant coefficient of the interaction term between women’s labor force participation and the 

female dummy variable indicates that countries with a higher proportion of women in the labor 

force have a greater incidence of financially included women.  

In line with findings from the literature on gender differences in access to financial services 

(Demirgüç-Kunt et al., 2013; Chakraborty, 2014), this result suggests that employment is an 

important determinant of financial inclusion among women. Working women are generally 

required to open a bank account to receive their salary, which may help them to engage with the 

formal financial system. Moreover, being able to earn their own income may positively affect 

women’s ability to save money and qualify for other financial products such as credit. 

5.4.2 Empowerment laws and policies and women’s financial 

inclusion 

This section analyses whether measures that explicitly aim at empowering women in the labour 

market influence women’s participation in the formal financial system. In other words, the focus 

of this section is in the relationship between laws and policies on workplace gender equality and 

women’s financial inclusion. These relationships are explored using interaction terms between 

the variable gender and a group of workplace empowerment measures, controlling for the 

individual-level variables used in Chapter 4. Before examining these interactions in a regression 

analysis setting, it is, therefore, important to determine whether the gender equality variables 

introduced in this section are associated with the governance variables used in Chapter 4 and 

establish whether possible multicollinearity exists between these two groups of variables. 
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Table 5.3 shows that the rule of law is positively correlated with female labour force participation 

and with all the workplace gender equality measures except maternity leave. The positive 

correlation between these variables reflects the fact that advancing gender equality requires 

having the right laws and legal frameworks in place to ensure women can actively and equally 

participate in society. Indeed, women’s right to equality, as well as to protection against 

violence, are considered to be at the centre of any effort to build inclusive societies and 

economies. The reason is that the right to challenge state actions or private actors that violate 

the law allows women to access judicial forums to claim redress for any grievance, including 

discrimination or denial of equality. Given its positive association with women’s empowerment 

laws and policies, the variable rule of law, used in Chapter 4, is kept in the regression analysis 

in this section. Its effect on financial inclusion is, however, analysed independently from the 

women's empowerment measures in Table 5.5 to avoid the problem of multicollinearity. 

Variables denoting regulatory interventions to advance financial inclusion (government-to-

person payments, bank agents, and basic accounts) used in Chapter 4 are, except for a few 

exceptions, positively correlated with gender equality measures in the workplace. These positive 

correlations may indicate that countries that support equality in the labour market may also have 

in place measures to promote inclusive financial systems. The regulatory measures analysed in 

Chapter 4, however, are not explicitly oriented to promote the participation of women in financial 

markets, although may to some extent influence gender equality in financial inclusion. These 

variables are, therefore, not part of the analysis in this chapter, which, as mentioned earlier, 

focuses on the effect of measures specifically aimed at fostering women’s economic 

empowerment on financial inclusion.  
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Table 5.3: Correlation matrix of gender and governance variables 

 

 

Table 5.4 summarizes the extent of adoption of female empowerment laws among the countries 

included in the analysis. Most countries have some sort of maternity benefits in place, either 

paid or unpaid (98%), and allow men and women to work the same number of hours (83%). 

Laws to stop sexual harassment exist in 82% countries and laws against domestic violence in 

72% of them. Laws that mandate non-discrimination based on gender in hiring (43%), equal 

remuneration for work of equal value (40%), and equal opportunity to work in the same 

industries (39%) are significantly less prevalent. Finally, regarding the existence of enforcement 

mechanisms, while all 127 countries in the analyses have signed the Convention on the 

Elimination of All Forms of Discrimination against Women (CEDAW), only 60% have agreed, by 

signing the OPTCEDAW, to allow a special Committee to conduct inquiries into violations of the 

Convention. 

 

 

1 2 3 4 5 6 7 8 9 10 11 12 13

Female labor force participation(%) 1 1.000

Rule of law 2 0.108*** 1.000

Government transfers: open accounts(0/1) 3 -0.069*** 0.160*** 1.000

Offer basic or low fee account(0/1) 4 -0.177*** 0.191*** 0.367*** 1.000

Correspondent banking permitted(0/1) 5 0.033*** 0.283*** 0.094*** 0.259*** 1.000

Maternity benefits(0/1) 6 -0.099*** -0.228*** -0.117*** -0.079*** -0.042*** 1.000

Equal remuneration(0/1) 7 0.219*** 0.108*** 0.084*** 0.052*** 0.229*** -0.078*** 1.000

Discrimination in hiring(0/1) 8 0.103*** 0.239*** 0.204*** 0.233*** 0.177*** -0.175*** 0.090*** 1.000

Same hours(0/1) 9 0.334*** 0.223*** -0.047*** 0.183*** 0.296*** -0.069*** 0.042*** 0.161*** 1.000

Same industries(0/1) 10 0.402*** 0.378*** 0.075*** -0.037*** 0.067*** -0.188*** 0.154*** 0.032*** 0.318*** 1.000

Domestic violence(0/1) 11 0.191*** 0.195*** 0.062*** 0.068*** 0.188*** -0.088*** 0.029*** 0.223*** 0.152*** 0.164*** 1.000

Sexual harassment(0/1) 12 0.049*** 0.312*** 0.192*** 0.129*** 0.098*** -0.072*** 0.159*** 0.141*** 0.087*** 0.223*** 0.367*** 1.000

Optional ratification of CEDAW(0/1) 13 0.215*** 0.191*** -0.017*** -0.076*** 0.171*** -0.013*** 0.282*** 0.025*** 0.028*** 0.222*** 0.215*** 0.071*** 1.000

* p<0.05, ** p<0.01,  *** p<0.001
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Table 5.4: Summary statistics of legal and policy measures to empower women 

     

 Mean St. Dev. Min Max 

Paid or unpaid maternity 
leave benefits 

0.98 0.15 0 1 

Equal remuneration for 
work of equal value 

0.40 0.49 0 1 

Non discrimination based 
on gender in hiring 

0.43 0.49 0 1 

Allow men and women to 
work the same hours 

0.83 0.37 0 1 

Allow men and women to 
work in same industries 

0.39 0.49 0 1 

Laws against domestic 
violence 

0.72 0.45 0 1 

Laws against sexual 
harassment 

0.82 0.39 0 1 

Optional ratification of 
CEDAW 

0.60 0.49 0 1 

Countries 127    

 

It is important to note that female empowerment laws could be correlated with one another. 

Previous research shows that countries with laws in place to promote women’s empowerment in 

the labor market also tend to have legislation in place to promote their security in the society 

(World Bank, 2015). The correlation matrix for the female empowerment laws shown in Table 

5.3 corroborates these findings. It shows that countries that support gender equality in the 

workplace also tend to implement measures to stop sexual harassment and domestic violence, 

suggesting that these groups of laws are not mutually exclusive. 
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Table 5.5 includes interaction terms between the female dummy variable and each measure of 

empowerment laws and enforcement mechanisms. These models test whether these legal 

indicators affect women’s financial inclusion. Although only the estimated coefficients for the 

interaction terms are presented, all models control for individual-level characteristics and the 

main effects of the legal indicators. Model 1 shows that women are more likely to hold a bank 

account in countries with regulatory frameworks mandating: maternity leave (either paid or 

unpaid), equal pay for equal work, non discrimination based on gender during the recruitment 

process, and equal opportunity for men and women to work in the same industries and the 

same hours. These findings suggest that empowering women in the workplace not only 

promotes women’s participation in paid work, but also in the formal financial system. Since 

working women tend to own their own bank account, this has the potential of being an entry 

point to other financial products such as credit and insurance.  
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Table 5.5: Empowerment laws and policies and women’s financial inclusion 

 

Model 2 and 3 show that laws to stop domestic violence and sexual harassment are positively 

and associated with female financial inclusion. The positive sign of these two interaction terms 

suggests that protecting women from domestic violence and sexual harassment is essential for 

workplace equality as it gives women a sense of security at work. This contributes to improve 

their involvement in paid employment and as a consequence in the financial system.  

Model 4 and 5 control for two law enforcement mechanisms: adoption of the OP-CEDAW and 

the rule of law. Although the effect of the rule of law on the likelihood of female financial 

inclusion is null, the interaction term between OP-CEDAW and the female dummy variable is 

positive and significant. This finding indicates that advancing women’s financial inclusion 

requires enforcement mechanisms that are specific to the area of gender equality and women’s 

empowerment.  

 

Do you own a bank account?

Model

coef se coef se coef se coef se coef se

Female (0/1) -1.106*** (0.178) -0.381*** (0.034) -0.563*** (0.030) -0.511*** (0.024) -0.340*** (0.016)

Work-place empowerment

FemaleXMaternity benefits 0.272 (0.173)

FemaleXEqual remuneration 0.133*** (0.032)

FemaleXNon discrimination in hiring 0.011 (0.033)

FemaleXSame hours 0.484*** (0.042)

FemaleXSame industries 0.189*** (0.035)

Social empowerment

FemaleXSexual Harassment 0.062 (0.038)

FemaleXDomestic violence 0.317*** (0.035)

Enforcement of laws

FemaleXOP-CEDAW 0.306*** (0.031)

FemaleXRule of law -0.002** (0.001)

Constant 3.022** (1.326) 1.338*** (0.452) 1.719*** (0.366) 1.725*** (0.319) 2.294*** (0.111)

Country-level variance

Deviance

Number of respondents, countries

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

Continuos individual-level variables are group-mean centred. Country-level variables are centred to their grand mean.

Models also control for individual characteristics and main effects of women's empowerment laws and enforcement mechanisms that are not shown for brevity.

109789

4.004 4.868 4.912 4.822 1.449

132754, 127 132754, 127 132754, 127 132754, 127 132754, 127

109665 109944 109864 109848

1 2 3 4 5
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5.4.3  The impact of religion 

Table 5.6 shows a group of models through which I test whether the financial inclusion gender 

gap is driven by Islamic countries. In order to carry out this test an interaction term between the 

female dummy variable and the dummy variable denoting whether a country is predominantly 

Islamic (at least 50% of its population is Muslim) is included in the analysis. Additionally, in order 

to test for the robustness of the positive effect of employment on women’s financial inclusion 

documented earlier in Table 5.2 and 5.5, controls for female labor force participation, workplace 

empowerment laws and enforcement mechanisms are also included. 

Table 5.6: Alternative test: the impact of religion 

 

Model 1 presents a baseline regression that restricts the analysis to non-Muslim countries. 

However, despite truncating the data to exclude the influence of religious beliefs on women’s 

financial inclusion, the negative gender gap in financial inclusion persists. The negative and 

significant coefficient of the interaction term between the female dummy variable and the 

dummy for Muslim majority countries (in Model 2) indicates that women in Islamic predominant 

Do you own a bank account?

Model

coef se coef se coef se coef se

Female (0/1) -0.215*** (0.018) -0.248*** (0.018) -0.798*** (0.181) -0.301*** (0.028)

FemaleXMuslim majority -0.298*** (0.041) -0.415*** (0.042) -0.534*** (0.037)

FemaleXFemale labor force participation 0.008*** (0.001) 0.015*** (0.001)

FemaleXMaternity benefits 0.250 (0.173)

FemaleXEqual remuneration 0.105*** (0.032)

FemaleXNon discrimination in hiring -0.027 (0.033)

FemaleXSame hours 0.328*** (0.045)

FemaleXSame industries 0.092** (0.036)

FemaleXOP-CEDAW 0.177*** (0.032)

Constant 2.609*** (0.275) 2.770*** (0.236) 3.764*** (1.352) 2.324*** (0.354)

Country-level variance

Deviance

Number of respondents, countries

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

Continuos individual-level variables are group-mean centred. Country-level variables are centred to their grand mean.

Models also control for individual characteristics and main effects of women's empowerment laws and enforcement 

mechanisms that are not shown for brevity.

82489 109437 109559 109625

100753, 95 132754, 127 132754, 127 132754, 127

1 2 3 4

5.259 4.400 3.833 4.321
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countries are even more prone to be financially excluded than their counterparts in countries 

with a non- Muslim majority. This result can be explained by the fact that most Muslim-majority 

countries embrace Sharia Law, which prohibits the collection and payment of interest. Previous 

studies have found this practice associated with low levels of financial inclusion (Allen et al., 

2012; Demirgüç-Kunt, Klapper, & Randall, 2013) and a higher share of individuals citing 

religious reasons for not using financial products and services (Allen et al., 2012; Demirgüç-

Kunt et al., 2015). 

Thus, Model 1 and 2 demonstrate that although gender differences in financial inclusion tend to 

be greater in Islamic countries, the financial inclusion gender gap is not exclusive to these 

nations, but a persistent phenomenon all over the world. Both models also confirm the 

robustness of the positive and significant effect of female labor force participation on financial 

inclusion among women, highlighting the importance of engagement in paid work as an enabler 

of women’s financial empowerment. Lastly, Model 3 and 4 corroborate the robustness of the 

positive effect of workplace empowerment measures and law enforcement mechanisms on 

women’s financial inclusion, even after controlling for the effect of religion at the country level. In 

sum, the regression analysis presented in Table 4.6 demonstrates that women’s financial 

exclusion is a cross-cutting issue, not exclusively attributed to religious beliefs, and that one way 

of tackling it is by empowering women in the labor market. 

 

5.5 Conclusions 

This paper has analyzed gender differences in the use of formal financial services by using 

multilevel models fitted to individual-level data from 127 countries and over 132, 000 individuals. 

The data, obtained from both the Global Financial Inclusion Survey (Global Findex) and the 

Women Business and the Law (WBL) database, underlines the existence of a systematic and 
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conditional gender gap in account ownership. Even after accounting for an array of other 

relevant individual- and country-level characteristics, such as income, education, and age, 

gender continues to be significantly associated with the use of bank accounts. 

To test the robustness of this result, and to rule out the possibility that the global gender gap in 

financial inclusion is driven by Islamic countries, the effect of religious beliefs (proxied by a 

dummy variable denoting whether a country is predominantly Islamic) was also tested. The 

analysis reveals that although gender differences in account ownership tend to be greater in 

Islamic countries, women’s exclusion from mainstream financial services is not an issue 

exclusive to these nations, but persistent all over the world. 

This paper found that countries with a high rate of female labor force participation tend to exhibit 

high levels of financial inclusion among women. Since employment seems to be a key route 

through which women enter the formal financial system, this study looked at the extent to which 

laws and policies aimed at empowering women in the workplace can help narrow the gender 

gap in financial inclusion. The analysis also showed that countries that have introduced laws 

that mandate maternity leave (either paid or unpaid), equal pay for equal work, non-

discrimination based on gender during the recruitment process, and equal opportunity for men 

and women to work in the same industries and the same hours, tend to exhibit smaller gender 

differences in account ownership. In a similar manner, the presence of laws to stop violence and 

sexual harassment against women positively increases the probability of financial inclusion 

among women.  

It is important to note, however, that the cross-sectional nature of the data used in this study 

limits our ability to make claims about causation. For instance, the positive association between 

female empowerment laws and women’s financial inclusion should be interpreted cautiously, 

especially when developing policies and interventions within individual countries. It may be the 
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case that countries with well-established legal frameworks in the area of gender equality have, 

as a result of this, a small gender gap in financial inclusion. On the other hand, countries with 

high levels of discrimination against women may have recently enacted laws to tackle gender 

inequality and, therefore, due to the newness of the legislation, continue to exhibit a large 

gender gap in financial inclusion. 

The above-described findings indicate that advancing women’s financial exclusion is a cross-

cutting issue that may require policy intervention in different areas. While there remain plenty of 

good reasons for seeking to advance women’s financial inclusion by supporting the expansion 

of mainstream financial services to unbanked women, the evidence indicates that there are 

many other potential barriers that could be addressed through legislation and social policy.  

Where the aim is to increase women’s participation in the formal financial system, governments 

should seek to do so by providing the necessary conditions for women to challenge social 

institutions and discriminatory norms that deny their participation in the economy. Such an 

integrated approach should include measures aimed at empowering women in the work place 

and strong enforcement mechanisms to guarantee that those measures are translated into 

action.  

Finally, interventions aimed at promoting women’s financial inclusion should be country-specific, 

based on countries’ particular challenges and opportunities. They should also take into account 

the context in which women live, the constraints they face and the mechanisms through which 

they can achieve greater economic empowerment. This is only possible if policymakers and 

financial service providers have adequate levels of awareness about the different barriers 

women face when trying to engage with the formal financial system. In other words, achieving 

gender equality in financial inclusion requires not only looking at how women interact with 
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financial service providers, but also what factors outside the financial system prevent them from 

reaching their full economic potential.  

 

Appendix table 5.7:List of countries 

 

  

Albania Ecuador Lesotho Saudi Arabia

Algeria Egypt, Arab Rep. Liberia Senegal

Angola El Salvador Lithuania Serbia

Armenia Estonia Macedonia, FYR Sierra Leone

Australia Finland Madagascar Singapore

Austria France Malawi Slovak Republic

Azerbaijan Gabon Malaysia Slovenia

Bangladesh Georgia Mali South Africa

Belarus Germany Mauritania Spain

Belgium Ghana Mauritius Sri Lanka

Benin Greece Mexico Sudan

Bolivia Guatemala Moldova Sweden

Bosnia and Herzegovina Guinea Mongolia Tajikistan

Botswana Haiti Montenegro Tanzania

Brazil Honduras Morocco Thailand

Bulgaria Hong Kong SAR, China Nepal Togo

Burkina Faso Hungary Netherlands Tunisia

Burundi India New Zealand Turkey

Cambodia Indonesia Nicaragua Uganda

Cameroon Ireland Niger Ukraine

Canada Israel Nigeria United Arab Emirates

Chad Italy Oman United Kingdom

Chile Japan Pakistan United States

China Jordan Panama Uruguay

Colombia Kazakhstan Paraguay Uzbekistan

Congo, Dem. Rep. Kenya Peru Venezuela, RB

Congo, Rep. Korea, Rep. Philippines Vietnam

Costa Rica Kuwait Poland West Bank and Gaza

Croatia Kyrgyz Republic Portugal Yemen, Rep.

Czech Republic Lao PDR Romania Zambia

Denmark Latvia Russian Federation Zimbabwe

Dominican Republic Lebanon Rwanda



135 
 

6 Determinants of financial inclusion: 

Evidence from Peru 

6.1 Abstract 

Using multilevel models fitted to data from the Peruvian Pilot Survey of Access and Use of 

Financial Services for 24 provinces and over 2400 individuals, this paper examines the 

determinants of financial inclusion in Peru. The analysis shows that women, the youth, the 

elderly and rural residents are population groups more vulnerable to exclusion from mainstream 

financial services. The study also reveals that socio-economic characteristics such as 

education, employment, and income are associated with a higher likelihood of using formal 

credit and savings products. On the other hand, lengthy travel times to banking service points 

(branches, ATMs and banking agents) negatively influence the probability of taking up financial 

products. The analysis of interaction effects aimed at exploring the dynamics underlying gender 

differences in financial inclusion show that women’s participation in employment significantly 

increases their probability of engaging with financial markets.  
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6.2 Introduction 

Advancing financial inclusion, although a universal goal, is especially important for developing 

countries, where the uptake of formal financial products and services is typically low (Demirgüç-

Kunt et al., 2015; Demirgüç-Kunt and Klapper, 2012, 2013). In line with this agenda, Peru has 

made important commitments for the advancement and promotion of an inclusive financial 

system. The Peruvian Financial Inclusion National Strategy (NFIS), launched in 2015, envisions 

that by 2021 the formal financial system will reach all districts in the country. Having set this 

ambitious goal is a reason Peru has been considered one of the countries with the best  

To achieve the goal of universal financial inclusion Peru has mainly resorted to regulatory 

intervention aimed at supporting the expansion of financial service points. According to the 

Peruvian Financial Stability Authority (SBS), the number of banking access points per 100,000 

inhabitants increased from 129 in 2010 to 756 in 2017. Similarly, the number of access points 

per 1,000 Km2 rose from 15 to 106 during the same period. This expansion has been driven by 

a sharp increase in the number of banking agents, mainly attributed to the enactment, in 2005, 

of a law that allows banks to use agents to offer services on their behalf (SBS, 2017).   

Despite significant growth in the number of banking delivery channels, government statistics 

show that the formal financial system is still absent in 30% of districts, and that its presence is 

rather limited (with only one established banking access point) in more than half of districts 

(60%) within its reach. It is therefore not surprising that Peru’s levels of financial services usage 

are low. The SBS estimates that less than half of Peruvians (41%) own a bank account, and 

that this figure is significantly lower among rural residents than among those living in urban 

areas. Only 24% of the rural population holds a bank account compared to 46% of their urban 

counterparts (SBS, 2017).  
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Low levels of financial inclusion in Peru were also confirmed by the results of the multi-level 

models fitted in Chapter 4. These models show that Peru’s financial inclusion is significantly 

below the world average and that this estimate conforms to model predictions for other 

countries in the Latin America & Caribbean (LAC) region. They also show that Peru lags behind 

other LAC countries, including Brazil, Chile, Venezuela and Uruguay.  

In this chapter, I perform a more nuanced and context-specific analysis of the socio-economic 

determinants of financial inclusion in Peru, and test whether some of the findings of the two 

previous chapters (4 and 5) hold for the Peruvian context. In addition to exploring individual and 

contextual characteristics that affect individuals’ probability of financial inclusion in Peru, this 

chapter also seeks to disentangle the dynamics underlying gender differences in the use of 

formal financial products by analyzing the effect of employment and proximity to banking service 

points on women’s financial inclusion. 

To be more specific, this paper addresses three main research questions. (1) What are the 

determinants of financial inclusion in Peru? (2) Does women’s participation in the labour market 

have the potential of bridging the financial inclusion gender gap in Peru?  (2) What are the 

implications for Peru’s financial inclusion policy?  

To answer these questions, I use multilevel logistic models fitted to individual-level data from 24 

Peruvian provinces and over 2400 individuals. To the best of my knowledge, this study is the 

first to conduct a multilevel analysis to examine the factors that determine financial services 

usage in Peru, making an important theoretical and methodological contribution to the study of 

financial inclusion in developing countries. The remainder of this paper is structured as follows. 

Section two presents the theoretical framework of this study. Section three provides information 

about the Peruvian financial system. Section four gives an overview of the Peruvian legal and 

policy framework to economically empower women, especially in the workplace. Section five 

https://www.sciencedirect.com/science/article/pii/S0305750X17303662#s0010
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describes the data and the empirical framework. Section six discusses the results. Finally, 

Section seven sets out conclusions and recommendations from this research.  

 

6.3  Factors that matter for financial inclusion 

As shown in previous chapters, there are a range of socio-economic and institutional factors 

that are consistently associated with financial inclusion. These include income, education, 

gender, age, employment status, marital status, and rural residence (Allen et al., 2012; Atkinson 

and Messy, 2013; Demirgüç-Kunt and Klapper, 2012, 2013; Honohan and King, 2012; Johnson 

& Arnold, 2012; Johnson & Nino-Zarazua, 2011; Pena et al., 2014). Country case studies, 

however, show that the extent to which these factors matter for financial inclusion varies from 

country to country (Honohan and King, 2012), and that the use of banking products is also 

affected by country-specific characteristics, such as transactions costs and geographical 

barriers, which need to be considered when designing policies (Allen et al., 2012; Leyshon & 

Thrift, 1995).  

This chapter provides a more nuanced sub-national analysis of the role of proximity to financial 

services in particular. Evidence indicates that long travel distances to banking institutions is an 

issue particularly affecting less-developed countries (Alimukhamedova et al., 2017; Demirgüç-

Kunt and Klapper, 2013; Camara and Tuesta, 2014), especially those characterized by poor 

infrastructure, adverse geographical conditions and low population density (Gulli and Berger, 

1999).  

Research finds that physical proximity to financial institutions increases the likelihood of using 

mainstream financial products, especially among population groups more vulnerable to 

exclusion from the banking system (Allen et al., 2013; Brown et al., 2013). On the other hand, 
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lack of proximity to financial service points increases the probability of opting out of the formal 

financial system (Kendall, Mylenko & Ponce, 2010). The reason is that having to travel long 

distances to visit a bank branch or ATM not only makes banking a time-consuming 

experience, but also an expensive one. Travel expenses add to established transaction costs 

(e.g. charges, fees, commissions, taxes) making financial products less affordable, especially 

for low-income individuals (Prina, 2015). 

Physical distance may persist as a barrier even when individuals have the option to apply for 

financial products through non-traditional channels, such as over the phone or via the Internet. 

As part of the application process, some financial institutions might require customers to visit a 

branch to carry out identity checks to meet regulatory requirements aimed at mitigating financial 

crimes, including money laundering, fraud, terrorism financing and tax evasion (Demirgüç-Kunt, 

Beck, & Honohan; 2008; Kodongo, 2018; Presbitero & Ravellotti, 2014). 

Physical distance makes it difficult for financial institutions to collect information necessary to 

perform customer risk assessments, a key instrument in mitigating the risk of fraud and credit 

default. Financial institutions typically respond to these asymmetries of information by charging 

higher interest rates or restricting credit to remote areas. These risk management policies, 

however, increase the cost of accessing and using financial products for more distant 

customers, increasing their vulnerability to financial exclusion (Alimukhamedova et al., 2017). 

According to the literature, rural residents are more likely than their urban counterparts to cite 

lack of proximity to financial institutions as a reason for not using formal financial services (Allen 

et al., 2012; Christabell Vimal, 2012; Gulli and Berger, 1999; Villarreal, 2017). Some 

researchers argue that financial exclusion of rural dwellers is mainly the result of banks’ 

preference for concentrating their activities on large customers in urban areas and avoid the 

risk-prone rural areas (Thillairajah, 1994). Banks’ disinclination to expand their services to rural 
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areas, however, might be motivated by the lack of infrastructure (especially transport and 

communication infrastructure) that generally characterizes rural and remote communities 

(Sotomayor, 2011).  

Poor public infrastructure and lack of proximity to financial service points not only limit provision 

but also access to banking services. In the absence of formal financial products, individuals 

have to resort to informal sources, such as rotating savings and credit associations (ROSCAs), 

money lenders, payday loans and pawnshops (Bermeo and Collard, 2018; Cull et al., 2014). 

The use of informal financial mechanisms and its effect on people’s economic wellbeing are, 

however, beyond the scope of this research. 

 

6.4  Financial inclusion in Peru 

As of December 2017, the Peruvian formal banking system was comprised by 18 commercial 

banks (16 private banks and 2 state-owned banks), 11 financial service companies 

(financieras), 12 municipal savings and credit banks (CMACs), 6 rural savings and credit banks 

(CRACs), and 9 entities for development of small and micro enterprises (EDPYMEs) (SBS, 

2017).  

CMACs and EDPYMEs have primarily concentrated on the microenterprise market ever since 

their creation, while banks and financial service companies have mainly focused on commercial 

and corporate banking services. A number of banks, however, have entered into microfinance in 

recent years. All these institutions accept deposits and make loans to private individuals, except 

for EDPYMEs, which are not authorised to take deposits from savers. This has resulted in a 

number of EDPYMEs requesting their conversion into financial service companies in recent 

years (Talledo, 2015). 
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Formal financial service providers in Peru are under the regulation of the Superintendency of 

Banking, Insurance and Private Pension Funds (SBS), the regulatory body in charge of 

supervising and authorizing their operations. The SBS’s regulatory approach follows guidelines 

established by the Switzerland-based Bank for International Settlements (BIS). Under these 

guidelines, for example, the SBS must examine banks’ financial statements observing 

international auditing standards, and supervise that all deposit-taking financial institutions 

undergo periodic risk assessments, conducted by at least two registered credit rating agencies 

(SBS, 2018).  

The state-owned bank, the Bank of the Nation (BN), known in Spanish as the Banco de la 

Nacion, has traditionally played a major role in deploying financial services throughout the 

country. The BN, not to be confused with the Central Reserve Bank of Peru, represents the 

Peruvian government in financial transactions at both domestic and international levels. It 

manages the accounts of public institutions, public sector workers and pensioners, and 

performs basic government functions, such as distribution of welfare payments, collection of 

taxes, and payment of public sector payrolls. 

The BN has the country's most extensive branch network. By the end of 2017, it registered a 

total of 634 branches, of which 370 (58%) were located in rural and remote areas where private 

banks do not operate (Banco de la Nacion, 2017). Most of its rural customers live on a low 

income and receive some sort of government assistance, including unemployment benefits and 

conditional cash transfers. However, since the bank’s service points network is restricted to 

branches (including itinerary branches), individuals living in remote communities not served by 

the bank need to travel long distances to carry out financial transactions and are likely to face 

long queues (Priale and Dias, 2010). 
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Paying social transfers through bank accounts has been used as a vehicle to advance financial 

inclusion among recipients of government benefits, who tend to live in extreme poverty and 

outside the financial mainstream. A good example of this combination of social protection and 

financial inclusion policy is Juntos (“Together” in Spanish), a conditional cash transfer 

programme started in 2005 by the Peruvian government with the aim of improving the social 

inclusion of households in severe poverty. 

The Programme, run by the Ministry of Development and Social Inclusion (MIDIS), transfers the 

equivalent of about US$30 monthly to poor households located, primarily, in highland rural 

communities. Transfers are made subject to certain conditions being met. These include 

compulsory attendance to medical check-ups for pregnant women and children less than 5 

years of age, compulsory school attendance for children and adolescents, among others 

(Sanchez, Melendez and Behrman, 2016). In an effort to increase women’s control over 

household resources, and to ensure the funds are spent as intended, cash transfers are paid 

directly to them as representatives of their households (De los Rios and Trivelli, 2011). 

Juntos’s beneficiaries receive payments via a fee-free basic bank account at the state-owned 

bank, Banco de la Nacion. In addition to providing a safe place to save money and conduct 

financial transactions, the account is intended to serve as a gateway to other financial products, 

including loans and insurance. Studies measuring the impact of Juntos on the well-being of its 

beneficiaries find that cash transfers deposited directly into a bank account not only increase 

poor families’ ability to access key social services, but also women’s control over economic 

resources (De los Rios and Trivelli, 2011). Women beneficiaries perceive the account as a tool 

that help them manage the household finances and keep savings, which can be used to invest 

in their children’s future or to generate new sources of income (ibid).  
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In 2015, the Peruvian government launched the National Financial Inclusion Strategy (NFIS), 

setting the ambitious goal of ensuring that at least 75% of the adult population has access to a 

transaction account by 2021. The NFIS was the result of extensive consultations with 

government agencies, private sector stakeholders and international development organizations. 

The main organizations responsible for its implementation are the Superintendency of Banking, 

Insurance and Private Pension Funds (SBS), the Ministry of Economy (MEF), the Central 

Reserve Bank of Peru (BCR), and the Ministry of Development and Social Inclusion (MIDIS). 

The NFI’s main goal is to expand access to mainstream financial services for the country’s low-

income population, especially those residing in rural and far-flung areas. Key lines of actions 

were established to achieve this goal, including the promotion of electronic transaction 

instruments, the implementation of consumer protection and financial education programs, and 

enabling access to savings, insurance and financing, particularly for entrepreneurs.  

Estimates by the BCRP show that gross loans as share of GDP was 39.2% in 2017. This figure 

is well below other countries with comparable levels of economic development. According to the 

2014 Global Findex, the World Bank database on financial inclusion, only 29% of Peruvians 

aged 15 years and over have a bank account, far below the average for the Latin American and 

Caribbean (LAC) region of 51.4%. Peru also lags behind in a range of other financial inclusion 

indicators. Only one-fifth of the population report having a debit card (compared to 40.4% for the 

LAC); 11.9% have their salary paid into a bank account (18% in the LAC), 12.3% save in the 

formal financial system (13.5% in the LAC), and 11.2% have taken out a formal loan (11.3% in 

the LAC) (Oxford Business Group, 2018).  

The banking infrastructure has significantly expanded over the past years. The total number of 

banking service points (branches, ATMs and banking agents) per 100,000 inhabitants increased 

from 129 in 2010 to 756 in 2017. The same upward trend was exhibited by the number of 
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service points per 1,000 Km2, which grew from 15 to 106 over the same time period. This 

expansion in the geographical coverage of the banking system was driven by a significant 

increase in the number of banking agents, which rose from 148 to 612 per 100,000 inhabitants 

(SBS, 2017). 

The expansion of the banking agent network is mainly attributed to the enactment in 2005 of the 

law authorizing banks to use them to offer services on their behalf. This branchless banking 

channel, which accounts for 81% of the total banking points, delivers financial services through 

fixed or mobile establishments, such as drug stores, internet kiosks, mini-markets, super-market 

chains, and airtime vendors (SBS, 2017). The main objective of this regulatory intervention is 

promoting the expansion of mainstream financial services to population segments that have no 

access to the formal financial system, especially those in geographical areas where the 

presence of banking institutions is limited or nonexistent. It also aims at making financial 

products more affordable by allowing banks to leverage existing retail outlets and therefore 

reduce the need for them to build their own infrastructure.  

However, there are pronounced disparities in the outreach of the banking sector across 

Peruvian regions. As shown in Figure 6.1 and 6.2, banking service points are concentrated in 

Lima (the capital) and other economically advanced regions, including Lambayeque, La Libertad 

and Arequipa. The regions with the lowest banking outreach levels are Madre de Dios, Loreto, 

Ucayali, Amazonas, Puno, Ayacucho, Pasco, Huancavelica, Apurimac and Huanuco. These 

regions are characterized by high rates of poverty and low levels of economic development. 
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Figure 6.1: Number of financial service points per 1,000 km2 and poverty rates by regions, 2017 

 

Source: SBS 
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Figure 6.2: Number of financial service points per 1,000 km2 and regional GDP by regions, 
2017 

 

 

Source: SBS 
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It is argued that the high variation in the availability of banking services across regions is mainly 

a consequence of banks’ disinclination to serve rural unbanked areas due to high transaction 

costs and low profit margins. However, banks’ reluctance to expand their services to remote and 

rural areas might also be driven by the lack of transport and communication infrastructure that 

generally characterizes these regions (Sotomayor, 2011). A study on the evolution of the 

banking agent network in Peru published by the Consultative Group to Assist the Poor (CGAP) 

found that banks have used agents to expand their presence in already banked areas rather 

than to enter new geographies or reach unbanked customers. In other words, agents have 

served primarily to decongest banks’ branches by pushing low-value transactions away from 

them. Consequently, agents tend to be placed in reasonable proximity to banks’ existing branch 

networks and are primarily used by existing customers (Priale and Dias, 2010). 

In 2013, the Electronic Money (E-money) Law was enacted, setting out the legal framework for 

the operation of mobile money platforms in the country. The Law was complemented by a set of 

subsequent regulatory norms, including norms authorizing mobile money providers to offer e-

wallet accounts. These are accounts administered by regulated financial institutions, which do 

not need to entirely comply with Anti-Money Laundering (AML) regulation. In other words, 

opening an e-wallet account is a rather flexible process that only requires presenting a valid 

form of identification. E-wallet accounts are subject to a maximum account balance ($600) and 

transaction size ($300) and allow their holders to perform basic transactions, such as deposit 

and withdraw money, make payments, transfer money, buy airtime and pay for specific services 

(IFC, 2018) 

In 2016, Modelo Peru, the country’s first fully-interoperable mobile money platform, was 

launched. The platform was created with the aim of serving the nation’s unbanked and 

underbanked population, and was the result of collaborative efforts between the government, 

financial institutions and telecom companies. Yet its adoption and effective use has been slow. 
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Government reports indicate that by the end of 2017 there were approximately 300,000 

registered e-wallet accounts. However, a high proportion of them are not actively used, only 5% 

of account holders have performed more than one transaction since signing up for the account. 

Although it was expected that adoption of the platform would be a gradual process, the goal of 

200,000 transactions per month set by the government, has not been met. It is estimated that 

only 25% of this target has been achieved (BTCA, 2017). 

 A report published by the International Finance Corporation (IFC) asserts that the low levels of 

adoption exhibited by Modelo Peru are mainly the result of Peruvians’ strong preference for 

cash transactions, low levels of understanding of electronic money (and digital payments) and 

high levels of distrust in financial institutions (mainly associated with excessive fees). The report 

concludes that mobile financial services, at their current state of development, are an alternative 

to traditional banking rather than a vehicle for financial inclusion (IFC, 2018). 

 

6.5 Women’s economic empowerment and financial 

inclusion in Peru 

Peru has introduced important legislation to promote gender equality and women’s 

representation in the labour market. These laws include mandates for maternity leave, equal 

pay for equal work, non-discrimination based on gender in hiring, and same job opportunities. 

The country has also enacted laws to protect women from violence and sexual harassment, 

both at home and the workplace (World Bank, 2015).   

Parental leave legislation aims at supporting women returning to work after childbirth. Under this 

legislation, women have the right to take 14 weeks off work after the birth of a child and are 

entitled to take up to 30 days of their paid vacation right after their maternity leave period has 
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ended. Male workers have the right to take four consecutive days of paid paternity leave after 

the baby is born. This regulation also prohibits unfair dismissal on the grounds of pregnancy and 

any form of pregnancy and maternity discrimination at work. 

Maternity leave is paid for by the social security system whereas paternity leave is paid for by 

the employer. It is not surprising, therefore, that not all employers comply with paternity leave 

regulations. A study conducted among 11 media companies in Peru found that while 10 of these 

companies offered maternity leave benefits to their female employees, only one of them granted 

paternity leave benefits to their male workers (Mensa and Grow, 2015).  

Following recommendations by the International Labour Organisation (ILO), Peru has enacted 

norms requiring private and public sector companies, which staff is comprised by at least 20 

women of childbearing age, to make available lactation facilities. Companies, however, have 

been slow to adopt this norm. According to estimates by the Ministry of Women and Vulnerable 

Populations (MIMP), only 722 companies in Peru provide breastfeeding facilities. Most of these 

companies are private corporations located in the capital, Lima (APEC & USAID, 2016).  

The government’s sponsored childcare programme consists of two schemes, Cuna Mas and 

Wawa Wasi. The former, run by the Ministry of Development and Social Inclusion (MIDIS), 

offers eligible low-incomes families free childcare for children up to the age of three. The latter, 

managed by the MIMP, subsidize a number of child care workplace centers across the country, 

most of which are based in public institutions (APEC & USAID, 2016). 

Despite government efforts to promote gender equality in the workplace, women in Peru are still 

less likely than men to participate in the labour market. The labour force participation rate of 

women (ages 15 and older)—at 63 per cent in 2016—is 18 percentage points below the rate of 

their male counterparts. Similarly, women exhibit lower employment rates (44%) than men 



150 
 

(56%) (INEI, 2017). As shown in Figure 5.3, this pattern is consistent across all regions of the 

country.  

Women in Peru also face pay discrimination. The gender pay gap for full- and part-time workers 

combined was 29.2% in 2016, meaning that women make approximately 71% of men’s average 

monthly wages. According to the Peruvian National Statistics Institute (INEI), the gender pay 

gap is mainly attributable to the concentration of women in low-paying occupations and part-

time jobs and to the fact that women in Peru perform the majority of unpaid care work, which 

constrains their job opportunities (INEI, 2017). 

It is important to note, however, that approximately 75 percent of the female labour force works 

in the informal economy, mainly running their own enterprises or working in family businesses 

(INEI, 2017). This means that the majority of working women in Peru are not covered by existing 

public policies and regulations aimed at empowering them in the workplace. Tackling women’s 

weak position in the labour market seems therefore to require a more comprehensive legal and 

policy framework reflecting the needs and interests of women working in the shadow economy. 

In Peru, prevailing social norms related to the role of women in society, particularly in the family, 

are deemed to be an obstacle to women’s participation in the labour market, and to be 

responsible for their overrepresentation in the informal economy (APEC & USAID, 2016). 

Government statistics show that Peruvian women spend more than twice as much time on 

unpaid household chores as men. This disproportionate responsibility for unpaid work at home 

combined with a lack of affordable childcare constrains women’s ability to earn their own income 

and therefore to seek opportunities to participate in financial markets (Ibid).  
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Source: INEI 

  

Figure 6.3: Employment rates by gender, 2016 
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Survey evidence supports the above argument. According to the 2014 Global Findex Database, 

women in Peru are less likely than men to participate in financial markets. This is reflected by a 

national gender gap in bank account ownership of 14 percentage points. In other words, while 

36 percent of men have a bank account, only 22 percent of women do. Peruvian women’s 

exclusion from the formal financial system seems to be linked to their weak position in the 

labour market, which limits their ability to take advantage of the opportunities for income-growth 

and job creation that banking products and services may offer 

The empirical analysis presented in the following section employs a model that accounts for 

education, gender, age and an array of income proxies, which were found to be important 

drivers of financial inclusion across the world in Chapters 4 and 5. In addition, the model 

controls for a group of socio-economic characteristics that were not available in the Global 

Findex, the dataset employed in these two previous chapters. These characteristics include 

employment status, marital status, rural residence, and travel time to banking service points. 

Using a more comprehensive dataset in this chapter allows to perform a more nuanced and 

context-specific analysis of the socio-economic determinants of financial inclusion in Peru, and 

to test whether some of the findings of Chapters 4 and 5 hold for the Peruvian context. It also 

allows to include in the analysis  interaction terms between gender, employment and travel time 

to banking points to determine whether the influence of these variables on women’s financial 

inclusion are in line with the results of the previous chapters.  
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6.6  Empirical analysis 

6.6.1 Data and model specification 

The data used in this study comes from the Pilot Survey of Access and Use of Financial 

Services, conducted in 2012 by the Peruvian Financial Stability Authority (SBS) with funds from 

the Inter-American Development Bank (IDB). The survey, made available to the public in 2016, 

represents the first effort by the Peruvian government to comprehensively collect, from a 

demand perspective, information on access and use of financial services.  

The survey covered 2800 individuals aged 18-65 years across 24 provinces. The provinces 

covered by the survey are grouped within four regions: Lima, (the capital, located in the central 

coast), La Libertad (northern coast), Arequipa (southern coast) and Junin (central highland). It is 

worth noting that Peru is divided into 25 regions. The regions are subdivided into 195 provinces 

(provincias), which are composed of 1,834 districts (distritos).  

The sample of individuals was randomly selected using a process of several stages, with 

stratification at the district, town, residence and household level. On average, 95% of the 

population in the selected regions was considered by the sampling procedure. Additional 

information about the survey and its methodology can be found at www.sbs.gob.pe. 

This research uses a sample of 2488 people. Since examining the effect of proximity to banking 

service points (bank branches, ATMs or banking agents) on the uptake of financial products is 

one of the main focus of this research, the analysis concentrates on people who are aware of 

the existence of financial services in the area where they live or work. Individuals who did not 

report time spent travelling to the nearest banking point were, therefore, excluded from the 

analysis. Moreover, since there was no town with only non-respondents to the question about 

http://www.sbs.gob.pe/
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time spent travelling to the nearest service point, not declaring a travel time could be associated 

to misreporting or misunderstanding of this question.  

The outcome variables (Savings and Credit) measure the likelihood of financial inclusion, that is, 

the probability of using formal credit and savings products. In Peru, formal financial products are 

provided by institutions under the supervision of the SBS, such as private banks, microfinance 

institutions (MFIs), and savings and credit cooperatives (SACCOs). On the other hand, informal 

financial products are offered by individuals or institutions out of the regulation of the SBS, such 

as ROSCAs (also known as juntas or panderos), solidarity groups, and pawnbrokers (Alvarado 

et al., 2001).  

Savings measures whether an individual keeps savings in formal financial institutions. Credit 

assesses whether an individual has applied for a loan with a formal lender in the 12 months 

prior to the survey. This variable captures the ability of individuals to approach financial 

institutions to request a loan, rather than the actual use of the loan. The reason is that being 

denied credit does not necessarily mean being financially excluded. In other words, not 

everyone is creditworthy. Some individuals might not qualify for credit due to over-indebtedness, 

a negative credit score, infeasible investment projects or an unstable work history. Granting 

credit to these individuals would therefore be both inefficient and risky.  

A number of individual characteristics that the literature deems as important determinants of 

financial inclusion are considered in this study. Rural takes the value 1 if the respondent lives in 

a rural area and 0 otherwise. Female indicates whether the respondent is a woman. Age is 

expressed in years. Since exploratory analysis shows that the use of financial services first 

increases and then declines with age, a squared term for age is added to the analysis to take 

into account this quadratic relationship. Each respondent falls into one of three education 

categories: Primary (primary education or less), Secondary (high school education), and 
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Tertiary (higher education, the base category). Married/Cohabiting takes the value of 1 if the 

respondent is married or cohabiting and 0 if he or she belongs to a different marital status 

category. 

Respondents are placed into one of three employment status: Employee (wage employment, 

the omitted category), Self-employed (respondents who work for themselves) and Unemployed/ 

Out of the work force. A group of dummy variables capturing individual and household income 

are also considered in the analysis. Remittances generator and Remittances recipient measure 

whether an individual sends or receives remittances, respectively. Home owner captures 

respondents who own the house where they (and their family) live. Electricity, Gas, Cable TV, 

Internet, Landline phone and Mobile phone all measure access to basic utilities.  

Finally, geographical distance to financial services is proxied by Log of travel time, the natural 

logarithm of self-reported average travel time, in minutes, to the nearest financial service point 

(bank branch, ATM or agent). This variable is a richer indicator compared to other proxies for 

physical distance that have traditionally been used in the financial inclusion literature (e.g., 

rural/urban residence) (Camara, Pena & Tuesta, 2014; Johnson & Nino-Zarazua, 2011). Self-

reported travel time to banking points not only provides information about proximity to financial 

institutions, but also serves, to a certain extent, as an indicator of both monetary and non-

monetary costs of accessing financial services. 

6.6.2 Model Estimation 

Multilevel logistic regression models for savings and credit products are separately estimated 

and presented. This strategy allows determining whether a particular explanatory variable has a 

different effect on the uptake of these two financial products. Pooling data to build a single 

model of financial services usage would assume the effect is the same. 
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Continuous explanatory variables are group-mean centred. In the context of multilevel analysis, 

this transformation helps to avoid biased estimates, that is, coefficients representing an 

uninterpretable mixture of individual- and province-level effects that may arise from differences 

in the group means of individual-level predictors (Enders & Tofighi, 2007). 

The two-level logistic regression model fitted for this study, with all control variables included, is 

written as: 

 

 

 

 

The log-odds that individual i in province j uses credit or savings products is thus a function of 

individual-level variables and random province effects u0j. The estimation of parameters is 

carried out using maximum likelihood (MLE) with adaptive quadrature and the command 

xtemelogit available in the software Stata (Leckie and Charlton, 2013). 

6.7 Results 

6.7.1 Provincial and regional variation in financial inclusion 

This section analyses the extent of inter-provincial variation in financial inclusion in Peru, that is, 

how the uptake of savings and credit products varies across provinces in the sample. This 

analysis is based on the estimation of provincial effects (group residuals) derived from the two 

null models (model 0) predicting the uptake of savings and credit products, which are shown in 

Table 6.3 and Table 6.4, respectively. 
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The between-province variance in the log-odds of using formal savings mechanisms, derived 

from the null model in Table 6.3, is estimated as 0.875. This variance is linked with a variance 

partition coefficient (VPC) of 0.210, which indicates that 21% of the variation in the propensity of 

taking up saving products is explained by between-province variation. The intercept coefficient 

(-1.850) for the null model represents the estimated log odds of using formal saving products for 

an ‘average’ province (with uj = 0). The odds are estimated as exp(-1.850) = 0.16, and the 

corresponding probability is 0.16/(1+0.16) = 0.14.  

The between-province variance in the log-odds of applying for formal credit, obtained from the 

null model in Table 6.4, is estimated as 1.427. This variance is associated with a variance 

partition coefficient (VPC) of 0.303, suggesting that 30% of the variation in the propensity of 

making a loan application is explained by between-province variation. The intercept coefficient (-

1.518) for the null model represents the estimated log odds of applying for formal credit for an 

‘average’ province (with uj = 0). The odds are estimated as exp(-1.518) = 0.22, and the 

corresponding probability is 0.22/(1+0.22) = 0.18. 

The above results suggest low levels and small variation in financial inclusion across provinces 

in Peru. The estimated average log odds of using savings and credit products indicate that 

Peru’s levels of financial inclusion are modest. The estimated between-province variances in the 

log-odds of using formal savings and credit mechanisms imply that variation in financial 

inclusion across provinces is relatively small. In other words, the estimated log odds of financial 

inclusion for each individual province do not significantly deviate from the provincial average, 

and to each other. These results are graphically represented in the three figures below.  

Figure 6.4 depicts the variation in the use of savings and credit products across provinces. This 

analysis is presented in two caterpillar plots with the provincial effects shown in rank order 

together with 95% confidence intervals displayed, representing the estimates of the uptake of 
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savings and credit products for each individual province. In the context of logistic regression, the 

level 2 residuals represent provincial effects on the log-odds scale. In other words, a province 

whose confidence interval does not overlap the line at zero (representing the mean log-odds of 

financial inclusion across all provinces) is said to differ significantly from the average at the 5% 

level.  

For a number of provinces the 95% confidence interval does not overlap the horizontal line at 

zero, indicating that uptake of financial products in these provinces is above average (above the 

zero line) or below average (below the zero line). However, variation in the uptake of savings 

and credit products across provinces is relatively small. In other words, the estimated log odds 

of financial inclusion for each individual province are close to the provincial average, and to 

each other, and there are no obvious outliers with especially large  j.  

The three provinces with the lowest probability of using savings products (largest negative 

values of  j) are Santiago de Chuco, Pataz and Satipo. On the other hand, the three provinces 

with the highest probability (largest positive values of  j) are Concepcion, Huancayo and 

Arequipa. Santiago de Chuco, Otuzco and Gran Chimu exhibit the lowest probabilities of 

making a loan application (lowest residuals), while Callao, Arequipa and Islay display the 

highest probabilities of applying for credit. Figure 6.5 and 6.6 disaggregate the analysis by 

regions. Both figures show that the region with the lowest levels of uptake of savings and credit 

products is La Libertad. This is reflected by the substantial number of provinces within this 

region with a 95% confidence interval not overlapping the horizontal line at zero and lying below 

this line, which suggests that financial inclusion in these provinces is below average (below the 

zero line).  
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6.4: Provincial effects for log-odds of using savings and credit products 
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6.5: Provincial effects for log-odds of using savings products by regions 
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6.6: Provincial effects for log-odds of using credit products by regions 

 

 

Table 6.1 explores differences in the features of the provinces and regions covered by the 

survey with the aim of identifying factors that might be important in explaining variation in 

financial inclusion across Peru. Provinces are ranked in ascending order by their estimated log 

odds of using savings products as shown in Figure 6.4. Rurality, travel time to financial service 

points, education, employment, and access to telecommunications services are all factors that 

L
im

a C
a
lla

o

-4
-2

0
2

P
ro

v
in

c
ia

l 
e
ff
e
c
ts

0 5 10 15 20 25
Provinces (ranked)

Lima: credit

C
o
n
d
e
s
u
y
o
s

C
a
s
ti
lla

C
a
m

a
n
a

A
re

q
u
ip

a
Is

la
y

-4
-2

0
2

P
ro

v
in

c
ia

l 
e
ff
e
c
ts

0 5 10 15 20 25
Provinces (ranked)

Arequipa: credit

C
o
n
c
e
p
c
io

n H
u
a
n
c
a
y
o

T
a
rm

a

J
u
n
in

C
h
u
p
a
c
a

S
a
ti
p
o

-4
-2

0
2

P
ro

v
in

c
ia

l 
e
ff
e
c
ts

0 5 10 15 20 25
Provinces (ranked)

Junin: credit
S

a
n
ti
a
g
o
 d

e
 c

h
u
c
o

O
tu

z
c
o

G
ra

n
 c

h
im

u
J
u
lc

a
n

P
a
ta

z
P

a
c
a
s
m

a
y
o

A
s
c
o
p
e V

ir
u

C
h
e
p
e
n

T
ru

jil
lo

S
a
n
c
h
e
z
 c

a
rr

io
n

-4
-2

0
2

P
ro

v
in

c
ia

l 
e
ff
e
c
ts

0 5 10 15 20 25
Provinces (ranked)

La Libertad: credit



162 
 

seem to play a key role in explaining variation in financial inclusion across provinces. Provinces 

with low levels of financial inclusion (both via savings and credit products) tend to exhibit high 

proportions of rural population and long travel times to banking service points. As shown in 

Appendix table 5.8, these two variables seem to be significantly correlated, reflecting the 

multiple disadvantages affecting the economic inclusion of the Peruvian rural population. These 

associations and their implications for the financial inclusion of rural residents are further 

discussed in Section 6.7. 

Provinces with low levels of financial inclusion also exhibit low levels of education, reflected by a 

high proportion of individuals with some primary education and very few with secondary 

education. Another important feature of these provinces is their high unemployment rates and 

poor access to telecommunications services, such as land line telephone, mobile phone, and 

Internet connection. This is, however, not a surprising finding. Poor access to 

telecommunications services and infrastructure has already been acknowledged as an 

important obstacle to financial inclusion in Peru. (Escobal & Torero, 2003; Sotomayor, 2011; 

Webb, 2012).  

These results provide some initial evidence on the factors driving differences in financial 

inclusion across provinces in Peru, shedding some light on the role of socio-economic, 

telecommunications and distance barriers in explaining these variations. It is important to note, 

however, that the survey used in this chapter only covers 4 out of 25 regions of Peru, making it 

impossible to present a complete picture of financial inclusion in Peru. More comprehensive 

data collection efforts are therefore needed to improve understanding of the participation of 

Peruvians in the formal financial system.   
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6.1: Differences in the features of the regions and provinces covered in the survey 

 

 

 

Region Province

Rank 

(savings)

Log odds 

(savings)

Rank 

(credit)

Log odds 

(credit)

Travel time to 

financial 

access points 

(minutes)

Rural residence 

(0/1) Female (0/1) Age (in years)

Education: 

primary or less 

(0/1)

Education: 

secondary (0/1)

Education: 

tertiary or more 

(0/1)

La Libertad Santiago de chuco 1 -1.36 1 -1.87 329.08 100.00% 62.50% 3965.00% 85.00% 15.00% 0.00%

La Libertad Pataz 2 -1.19 6 -0.97 176.36 45.95% 63.51% 3764.86% 51.35% 37.84% 10.81%

Junin Satipo 3 -1.01 19 0.94 68.41 100.00% 47.50% 3692.50% 40.00% 40.00% 20.00%

La Libertad Trujillo 4 -1.00 15 0.54 125.70 34.82% 51.79% 3740.18% 25.00% 55.36% 19.64%

La Libertad Otuzco 5 -1.00 2 -1.85 278.46 100.00% 64.10% 3894.87% 87.18% 10.26% 2.56%

La Libertad Chepen 6 -0.98 12 0.18 30.42 100.00% 47.37% 3568.42% 44.74% 44.74% 10.53%

La Libertad Gran chimu 7 -0.81 3 -1.52 269.76 40.00% 55.56% 3855.56% 42.22% 48.89% 8.89%

La Libertad Viru 8 -0.48 9 -0.19 25.53 100.00% 45.00% 3960.00% 47.50% 42.50% 10.00%

La Libertad Julcan 9 -0.18 4 -1.42 344.43 50.63% 51.90% 3793.67% 82.28% 12.66% 5.06%

La Libertad Pacasmayo 10 0.00 7 -0.83 41.80 36.36% 53.64% 4326.36% 29.09% 45.45% 25.45%

La Libertad Ascope 11 0.04 8 -0.78 30.10 100.00% 53.57% 3967.86% 42.86% 46.43% 10.71%

Arequipa Islay 12 0.09 24 1.89 39.74 100.00% 62.50% 4095.00% 27.50% 62.50% 10.00%

Junin Chupaca 13 0.22 18 0.86 67.46 25.48% 56.05% 4032.48% 23.57% 47.77% 28.66%

Arequipa Camana 14 0.44 21 1.34 37.53 50.63% 62.03% 4005.06% 26.58% 46.84% 26.58%

Lima y Callao Callao 15 0.45 22 1.36 16.40 0.00% 56.25% 3950.00% 14.58% 54.17% 31.25%

Arequipa Castilla 16 0.50 17 0.83 170.79 39.29% 60.71% 4420.92% 30.61% 51.53% 17.86%

Junin Junin 17 0.52 13 0.38 88.57 100.00% 47.50% 3877.50% 35.00% 47.50% 17.50%

La Libertad Sanchez carrion 18 0.54 20 0.98 39.93 0.00% 59.74% 3742.86% 54.55% 31.17% 14.29%

Lima y Callao Lima 19 0.61 16 0.68 19.95 0.00% 56.86% 3894.86% 17.14% 51.43% 31.43%

Arequipa Condesuyos 20 0.67 14 0.40 535.80 75.18% 49.65% 4214.89% 48.94% 41.84% 9.22%

Junin Tarma 21 1.00 11 -0.01 30.27 50.68% 50.68% 4080.82% 30.14% 52.05% 17.81%

Arequipa Arequipa 22 1.11 23 1.37 90.80 35.33% 49.67% 3889.00% 20.67% 49.67% 29.67%

Junin Huancayo 23 1.24 10 -0.10 62.89 21.14% 49.14% 4043.43% 11.43% 47.43% 41.14%

Junin Concepcion 24 1.53 5 -1.25 179.63 58.08% 49.70% 3665.27% 13.17% 58.68% 28.14%

Provinces are ranked in ascending order by their estimated log odds of using savings products as shown in Figure 6.4. The province with the lowest estimated probability of using savings products is ranked number 1.

The province with the highest estimated probability of using savings products is ranked 24. Values for continuous variables are expressed as averages. Values for categorical variables are expressed in percentages.
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Table 6.1 (continued) 

 

 

 

 

 

Region Province

Rank 

(savings)

Rank 

(credit)

Married/ cohabiting 

(0/1) Employee (0/1) Self-employed (0/1)

Unemployed/ Out of 

the workforce (0/1)

Remittances 

generator (0/1)

Remittances 

recipient (0/1) Home owner (0/1)

La Libertad Santiago de chuco 1 1 45.00% 17.50% 22.50% 60.00% 0.00% 2.50% 37.50%

La Libertad Pataz 2 6 71.62% 28.38% 35.14% 36.49% 18.92% 25.68% 55.41%

Junin Satipo 3 19 72.50% 7.50% 65.00% 27.50% 12.50% 12.50% 57.50%

La Libertad Trujillo 4 15 66.96% 30.36% 32.14% 37.50% 4.46% 9.82% 58.04%

La Libertad Otuzco 5 2 48.72% 30.77% 15.38% 53.85% 0.00% 12.82% 33.33%

La Libertad Chepen 6 12 73.68% 50.00% 26.32% 23.68% 13.16% 18.42% 57.89%

La Libertad Gran chimu 7 3 64.44% 22.22% 42.22% 35.56% 2.22% 13.33% 40.00%

La Libertad Viru 8 9 62.50% 60.00% 15.00% 25.00% 0.00% 2.50% 45.00%

La Libertad Julcan 9 4 78.48% 21.52% 32.91% 45.57% 1.27% 7.59% 62.03%

La Libertad Pacasmayo 10 7 62.73% 49.09% 10.00% 40.91% 3.64% 5.45% 58.18%

La Libertad Ascope 11 8 60.71% 50.00% 10.71% 39.29% 0.00% 3.57% 75.00%

Arequipa Islay 12 24 70.00% 27.50% 65.00% 7.50% 15.00% 20.00% 77.50%

Junin Chupaca 13 18 65.61% 26.75% 36.31% 36.94% 1.91% 7.01% 50.32%

Arequipa Camana 14 21 68.35% 24.05% 32.91% 43.04% 6.33% 12.66% 54.43%

Lima y Callao Callao 15 22 47.92% 33.33% 39.58% 27.08% 2.08% 12.50% 50.00%

Arequipa Castilla 16 17 69.39% 24.49% 56.63% 18.88% 16.33% 16.84% 62.76%

Junin Junin 17 13 37.50% 60.00% 30.00% 10.00% 30.00% 25.00% 42.50%

La Libertad Sanchez carrion 18 20 68.83% 42.86% 11.69% 45.45% 5.19% 12.99% 41.56%

Lima y Callao Lima 19 16 65.43% 27.14% 38.86% 34.00% 4.57% 11.14% 46.86%

Arequipa Condesuyos 20 14 70.21% 20.57% 71.63% 7.80% 6.38% 9.93% 60.28%

Junin Tarma 21 11 69.86% 26.03% 49.32% 24.66% 1.37% 42.47% 47.95%

Arequipa Arequipa 22 23 63.00% 31.67% 45.33% 23.00% 12.33% 15.33% 50.33%

Junin Huancayo 23 10 62.86% 34.29% 32.00% 33.71% 1.71% 30.86% 45.71%

Junin Concepcion 24 5 45.51% 38.92% 26.35% 34.73% 2.99% 53.29% 31.74%

Provinces are ranked in ascending order by their estimated log odds of using savings products as shown in Figure 6.4. The province with the lowest estimated probability of using savings products is ranked number 1.

The province with the highest estimated probability of using savings products is ranked 24. Values for continuous variables are expressed as averages. Values for categorical variables are expressed in percentages.
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Table 6.1 (continued) 

 

 

 

 

 

Region Province

Rank 

(savings)

Rank 

(credit)

Home-based 

business (0/1) Electricity (0/1) Landline (0/1) Cable TV (0/1) Internet (0/1) Mobile phone (0/1) Gas (0/1)

La Libertad Santiago de chuco 1 1 0.00% 95.00% 0.00% 0.00% 0.00% 0.00% 0.00%

La Libertad Pataz 2 6 22.97% 87.84% 1.35% 8.11% 0.00% 47.30% 41.89%

Junin Satipo 3 19 22.50% 72.50% 2.50% 17.50% 0.00% 27.50% 35.00%

La Libertad Trujillo 4 15 26.79% 91.96% 25.00% 8.04% 3.57% 47.32% 85.71%

La Libertad Otuzco 5 2 5.13% 100.00% 0.00% 0.00% 0.00% 0.00% 2.56%

La Libertad Chepen 6 12 2.63% 78.95% 2.63% 2.63% 0.00% 78.95% 44.74%

La Libertad Gran chimu 7 3 15.56% 97.78% 0.00% 0.00% 0.00% 35.56% 4.44%

La Libertad Viru 8 9 0.00% 100.00% 0.00% 0.00% 0.00% 27.50% 0.00%

La Libertad Julcan 9 4 22.78% 1.27% 0.00% 0.00% 0.00% 0.00% 0.00%

La Libertad Pacasmayo 10 7 3.64% 90.91% 16.36% 24.55% 3.64% 80.00% 37.27%

La Libertad Ascope 11 8 17.86% 92.86% 3.57% 0.00% 0.00% 7.14% 50.00%

Arequipa Islay 12 24 25.00% 85.00% 5.00% 45.00% 2.50% 75.00% 62.50%

Junin Chupaca 13 18 8.28% 91.08% 12.10% 3.82% 0.64% 58.60% 5.73%

Arequipa Camana 14 21 29.11% 94.94% 15.19% 16.46% 3.80% 72.15% 81.01%

Lima y Callao Callao 15 22 16.67% 100.00% 45.83% 58.33% 20.83% 83.33% 64.58%

Arequipa Castilla 16 17 12.24% 93.37% 13.78% 27.04% 2.04% 41.84% 33.16%

Junin Junin 17 13 2.50% 100.00% 0.00% 5.00% 0.00% 62.50% 2.50%

La Libertad Sanchez carrion 18 20 1.30% 100.00% 5.19% 3.90% 3.90% 7.79% 6.49%

Lima y Callao Lima 19 16 12.00% 98.86% 42.00% 55.14% 22.00% 77.14% 75.43%

Arequipa Condesuyos 20 14 12.77% 78.01% 7.09% 0.71% 0.00% 45.39% 33.33%

Junin Tarma 21 11 41.10% 97.26% 6.85% 9.59% 1.37% 54.79% 53.42%

Arequipa Arequipa 22 23 17.67% 87.33% 18.33% 18.00% 10.67% 72.00% 65.33%

Junin Huancayo 23 10 18.86% 94.29% 9.14% 3.43% 2.29% 45.14% 7.43%

Junin Concepcion 24 5 38.32% 100.00% 0.00% 0.00% 0.00% 15.57% 0.00%

Provinces are ranked in ascending order by their estimated log odds of using savings products as shown in Figure 6.4. The province with the lowest estimated probability of using savings products is ranked number 1.

The province with the highest estimated probability of using savings products is ranked 24. Values for continuous variables are expressed as averages. Values for categorical variables are expressed in percentages.
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6.7.2 Individual characteristics and financial inclusion 

The exploratory analysis of the data reveals that Peru’s financial inclusion levels are modest. 

The proportion of individuals who report having applied for credit in the last 12 months is 26%. 

This figure is even lower (22%) for individuals who declare keeping savings in formal financial 

institutions.  

As shown in Figure 6.7, there are differences in financial inclusion between rural and urban 

areas. While 29% of urban residents use formal sources of credit, only 22% of rural residents 

do. A similar picture is observed when considering the use of formal savings mechanisms, with 

24% of urban dwellers keeping money in the formal financial system compared to 19% of their 

rural counterparts. These results indicate that financial exclusion is a widespread issue that 

affects a high proportion of the Peruvian population, especially the rural population 

Figure 6.7: Use of financial products, rural vs urban 
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Table 6.2 presents the summary statistics for all variables in the analysis, disaggregated by 

rural and urban areas. It shows that the rural population in Peru experiences multiple 

disadvantages. Rural residents spend an average of 204 minutes traveling to reach the nearest 

financial service point, compared to 69 minutes spent by their urban counterparts. Rural 

dwellers also face lower levels of economic welfare, as measured by access to basic utilities, 

including electricity, landline telephone, cable TV, Internet, mobile phone and cooking gas. 

This exploratory analysis provide some initial evidence for differences in financial inclusion 

between urban and rural areas, and shed some light on the role of economic, infrastructure and 

geographical barriers in driving these differences. Research suggests that lack of proximity to 

financial services and limited access to basic utilities seem to be a consequence of the 

persistent problem of poor infrastructure, especially transport and communications 

infrastructure, affecting rural areas in Peru (Escobal & Torero, 2003; Sotomayor, 2011; Webb, 

2012).  
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Table 6.2: Summary Statistics of Individual Characteristics, Urban vs Rural 

      

      

  Total Obs. Urban Rural Difference Std. Error 

Keep savings (formal) 2488 0.236 0.186 0.050
***

 0.017 

Has applied for a loan 
(formal) 

2488 0.293 0.221 0.071
***

 0.018 

Travel time to financial 
access points (minutes) 

2488 69.486 204.313 -134.827
***

 10.846 

Female (0/1) 2488 0.557 0.519 0.038
*
 0.020 

Age (in years) 2488 39.815 39.406 0.410 0.550 

Education: primary or 
less (0/1) 

2488 0.245 0.395 -0.150
***

 0.019 

Education: secondary 
(0/1) 

2488 0.466 0.466 0.000 0.020 

Education: tertiary or 
more (0/1) 

2488 0.289 0.140 0.150
***

 0.017 

Married/ cohabiting 
(0/1) 

2488 0.633 0.648 -0.014 0.020 

Employed for employer 
(0/1) 

2488 0.314 0.304 0.010 0.019 

Employed for self (0/1) 2488 0.353 0.421 -0.069
***

 0.020 

Unemployed (0/1) 2488 0.334 0.275 0.059
***

 0.019 

Remittances generator 
(0/1) 

2488 0.068 0.068 0.000 0.010 

Remittances recipient 
(0/1) 

2488 0.178 0.164 0.014 0.015 

Home owner (0/1) 2488 0.476 0.557 -0.082
***

 0.020 

Electricity (0/1) 2488 0.945 0.832 0.113
***

 0.012 

Landline (0/1) 2488 0.227 0.034 0.192
***

 0.014 

Cable TV (0/1) 2488 0.243 0.075 0.168
***

 0.015 

Internet (0/1) 2488 0.092 0.008 0.085
***

 0.009 

Mobile phone (0/1) 2488 0.594 0.392 0.203
***

 0.020 

Gas (0/1) 2488 0.486 0.256 0.230
***

 0.019 

*, **, *** denotes significance at the 10%, 5% and 1% level, respectively 
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I next turn to multivariate regression analysis to explore the determinants of financial inclusion in 

Peru. The results of regressing self-reported use of savings and credit products against 

individual characteristics are presented in Table 6.4 and Table 6.5, respectively. All models 

control for individual-level variables and province random effects.  

Travel time to financial service points (branches, ATMs and banking agents) is negatively and 

significantly correlated with the probability of using credit and savings products. This association 

holds even after controlling for the effect of other socio-economic characteristics, suggesting 

that geographical distance is a key barrier to financial inclusion in Peru.  

It is important to note, however, that this relationship may not be easy to unravel. Inadequate 

infrastructure, for example, poor roads and public transport, often translate into longer travel 

times to banking points, which increases the costs of accessing and using financial services, 

negatively affecting individuals’ engagement with the formal financial system.  

As shown in Table 6.2, the above is particularly the case in rural areas, which tend to be 

characterized by poor infrastructure, greater distance to financial services,  and  lower levels of 

economic welfare (as measured by access to basic utilities). To acknowledge the complex 

dynamics underlying the financial inclusion of the rural population in Peru, and to avoid 

multicollinearity, the rural variable is only included in model 1 (in Table 6.4 and Table 6.5) and 

then withdrawn from the analysis. The negative sign of the coefficient for this variable confirms, 

in a multivariate analysis setting, disparities in financial services usage between urban and rural 

areas.  

Women are less likely than men to use formal financial products. This relationship is consistent 

across all models, suggesting the existence of a systemic gender gap in financial inclusion. This 

gap, however, requires cautious interpretation. In line with previous research, Table 6.3 shows 

that in addition to financial exclusion, women face lower levels of educational attainment and 
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higher unemployment rates. These two factors are typically associated with women’s 

discrimination from financial markets (Aterido et al., 2013; Demirgüç-Kunt, Klapper, & Singer, 

2013; Ghosh & Vinod, 2017; Johnson, 2004). To take into account the multiple disadvantages 

women face, and to avoid the problem of multicolinearity, the female variable is withdrawn from 

the analysis when controlling for the employment variables. However, interactions terms 

between this variable and employment categories are later analyzed in Table 6.6 and 6.7 to 

determine whether women’s participation in the workforce increases their probability of 

engaging with financial markets. 
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Table 6.3: Summary statistics of individual characteristics by gender 

      

      

  Total Obs. Male Female Difference Std. Error 

Keep savings (formal) 2488 0.253 0.184 0.069
***

 0.017 

Has applied for a loan 
(formal) 

2488 0.287 0.244 0.042
**
 0.018 

Travel time to financial 
access points (minutes) 

2488 137.511 113.560 23.951
**
 11.016 

Rural residence (0/1) 2488 0.429 0.391 0.037
*
 0.020 

Age (in years) 2488 40.202 39.178 1.024
*
 0.542 

Education: primary or 
less (0/1) 

2488 0.243 0.359 -0.117
***

 0.018 

Education: secondary 
(0/1) 

2488 0.510 0.428 0.082
***

 0.020 

Education: tertiary or 
more (0/1) 

2488 0.247 0.212 0.035
**
 0.017 

Married/ cohabiting (0/1) 2488 0.661 0.621 0.040
**
 0.019 

Employed for employer 
(0/1) 

2488 0.415 0.220 0.195
***

 0.018 

Employed for self (0/1) 2488 0.452 0.320 0.132
***

 0.019 

Unemployed (0/1) 2488 0.132 0.460 -0.327
***

 0.017 

Remittances generator 
(0/1) 

2488 0.080 0.058 0.022
**
 0.010 

Remittances recipient 
(0/1) 

2488 0.164 0.180 -0.016 0.015 

Home owner (0/1) 2488 0.539 0.483 0.056
***

 0.020 

Electricity (0/1) 2488 0.883 0.912 -0.030
**
 0.012 

Landline (0/1) 2488 0.136 0.159 -0.023 0.014 

Cable TV (0/1) 2488 0.164 0.183 -0.019 0.015 

Internet (0/1) 2488 0.046 0.068 -0.023
**
 0.009 

Mobile phone (0/1) 2488 0.519 0.506 0.013 0.020 

Gas (0/1) 2488 0.377 0.405 -0.028 0.020 

*, **, *** denotes significance at the 10%, 5% and 1% level, respectively 
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Most estimated coefficients obtained for the rest of variables in the analysis are in line with the 

findings of previous studies. The relationship between financial inclusion and age is quadratic 

and significant across all models. This suggests that the youth and elderly are less likely to 

engage with the formal financial system. As expected, lower levels of education are associated 

with lower usage of formal financial products. Individuals with primary or secondary education 

are less likely than those with higher education to take up loan and savings products.  

Married or cohabiting individuals have a greater chance to save with and borrow from formal 

financial service providers. In some instances, as is the case with a mortgage application, being 

married might increase the chances of being approved for credit, assuming both partners earn 

an income and have a good credit score. Adding up the income of both members of the couple 

improves their debt-to-income ratio, helping them to improve their credit score and qualify for 

the loan. Moreover, policies applied by some banks in Peru requiring the signature of both 

spouses as a condition to extend credit, and the relatively common practice of couples to share 

debit and credit cards (Field & Torero, 2004) are factors that could increase the proportion of 

married people declaring being users of financial products. 

Those self-employed are more likely than salaried employees (the reference category) to 

participate in formal credit markets. This finding may reflect the increase in the number of 

regulated financial institutions offering credit to small businesses over the last decade in Peru 

(SBS, 2017). It, however, may also be an indication of entrepreneurs’ dependence on external 

sources of financing to growth their businesses (Marr, Leon & Ponce, 2014; Guirkinger, 2008; 

Alvarado et al., 2001).  

Regarding their savings behaviour, self-employees are less likely to use formal savings 

methods. Part of the explanation for this finding might be mechanical. Contrary to salaried 

employees, self-employees are not required to open a bank account to receive payments for the 
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products and services they offer. This may contribute to their low levels of uptake of formal 

savings products. Another possible explanation is that entrepreneurs might prefer informal over 

formal savings mechanisms. This argument, however, cannot be corroborated with the data 

used in this study. 

Unsurprisingly, individuals who are unemployed or out of the workforce are less likely than 

salaried employees to engage with the formal financial system. The reason is that not being 

able to earn an income negatively affects individuals’ ability to save money and qualify for credit. 

Remitting increases the likelihood of using financial services. This finding appears to reflect the 

earning capacity of remittance generators and their higher demand for banking services, 

possibly associated with their need for money transfer services. 

Being in receipt of remittances has a positive effect on the likelihood of keeping savings with a 

banking institution, but the opposite effect on the likelihood of taking out loans. This suggests 

that receiving cash transfers from family members may increase the ability to save. However, it 

may not have the same effect on the use of loan products as being approved for credit mainly 

depends on creditworthiness standards established by financial institutions.  

House ownership is associated with a higher uptake of financial products. This positive 

relationship is consistent across all regression models. This is not a surprising result, particularly 

in the context of formal borrowing, where a house can be used as collateral to secure a loan or 

a line of credit, increasing the chances of getting a credit approved. Lenders, for their part, tend 

to favour property as collateral since it increases the chances of loan recovery and minimizes 

credit risk.  

The coefficients for the group of dummy variables measuring access to basic utilities, used as 

proxy for individual and household income, suggest that those with access to essential services 

are more likely to use both credit and savings products. The only exceptions are the negative 
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coefficients for mobile phone ownership and cooking gas in the formal savings model. These 

negative associations are however not intuitively explicable. 

Table 6.4: Multilevel regression models of savings products usage on individual-level 
characteristics 

 

 

  

coef se coef se coef se coef se coef se coef se

Rural  (0/1) -0.062 (0.128)

Log of time to financial access point -0.207*** (0.064) -0.214*** (0.066) -0.192*** (0.065) -0.169** (0.066)

Female (0/1) -0.260** (0.106) -0.282*** (0.106) -0.283*** (0.108) -0.315*** (0.107)

Age 0.089*** (0.027) 0.090*** (0.027) 0.014 (0.028) 0.080*** (0.028) 0.087*** (0.027)

Age squared -0.001*** (0.000) -0.001*** (0.000) -0.000 (0.000) -0.001** (0.000) -0.001*** (0.000)

Primary education (0/1) -1.523*** (0.175) -1.439*** (0.176) -1.514*** (0.179) -1.397*** (0.179) -1.345*** (0.184)

Secondary education (0/1) -0.617*** (0.124) -0.571*** (0.124) -0.666*** (0.128) -0.545*** (0.126) -0.493*** (0.128)

Married/Cohabiting (0/1) 0.214* (0.123) 0.224* (0.123) 0.267** (0.123) 0.178 (0.126) 0.220* (0.124)

Employed for self (0/1) -0.022 (0.126)

Unemployed (0/1) -1.251*** (0.159)

Remittances generator (0/1) 0.479** (0.200)

Remittances recipient (0/1) 0.584*** (0.137)

Home owner  (0/1) 0.276** (0.124)

Electricity (0/1) 0.226 (0.240)

Landline (0/1) 0.163 (0.167)

Cable TV (0/1) 0.504*** (0.165)

Internet (0/1) 0.270 (0.229)

Mobile phone (0/1) -0.253** (0.128)

Gas (0/1) -0.183 (0.142)

Constant -1.850*** (0.215) -1.027*** (0.231) -1.118*** (0.228) -0.902*** (0.232) -1.406*** (0.234) -1.289*** (0.321)

Province-level variance

Deviance

Number of respondents, provinces

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

0

0.875

2456

2488, 24 2488, 24 2488, 24 2488, 24 2488, 24 2488, 24

0.609 0.639 0.638 0.605 0.626

2341 2331 2257 2295 2310

1 2 3 4 5
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Table 6.5: Multilevel regression models of credit products usage on individual-level 
characteristics 

 

 

 

 

  

coef se coef se coef se coef se coef se coef se

Rural  (0/1) -0.160 (0.132)

Log of time to financial access point -0.239*** (0.061) -0.248*** (0.062) -0.234*** (0.062) -0.118* (0.065)

Female (0/1) -0.163 (0.103) -0.193* (0.104) -0.166 (0.105) -0.230** (0.106)

Age 0.212*** (0.028) 0.212*** (0.028) 0.177*** (0.028) 0.195*** (0.028) 0.213*** (0.028)

Age squared -0.002*** (0.000) -0.002*** (0.000) -0.002*** (0.000) -0.002*** (0.000) -0.002*** (0.000)

Primary education (0/1) -1.028*** (0.161) -0.940*** (0.163) -0.992*** (0.163) -0.912*** (0.165) -0.664*** (0.171)

Secondary education (0/1) -0.386*** (0.128) -0.337*** (0.129) -0.391*** (0.131) -0.326** (0.130) -0.170 (0.135)

Married/Cohabiting (0/1) 0.505*** (0.118) 0.516*** (0.119) 0.566*** (0.120) 0.453*** (0.121) 0.505*** (0.121)

Employed for self (0/1) 0.222* (0.126)

Unemployed (0/1) -0.582*** (0.146)

Remittances generator (0/1) 0.818*** (0.197)

Remittances recipient (0/1) -0.006 (0.153)

Home owner  (0/1) 0.329*** (0.115)

Electricity (0/1) 0.023 (0.213)

Landline (0/1) 0.231 (0.155)

Cable TV (0/1) 0.297* (0.155)

Internet (0/1) 0.206 (0.225)

Mobile phone (0/1) 0.677*** (0.125)

Gas (0/1) 0.440*** (0.134)

Constant -1.518*** (0.261) -1.220*** (0.290) -1.364*** (0.290) -1.368*** (0.284) -1.585*** (0.290) -2.072*** (0.331)

Province-level variance

Deviance

Number of respondents, provinces

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

1.427

2488, 24

2626

1 2 3 4 50

2448 2434 2403 2406 2360

1.340 1.389

2488, 24 2488, 24 2488, 24 2488, 24 2488, 24

1.274 1.314 0.986
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6.7.3 Women’s participation in labour and financial markets 
 

This section investigates the effect of employment and proximity to financial services on 

women’s participation in financial markets. To explore the role of employment in reducing 

gender inequality in financial inclusion, interaction terms between the variable female and each 

category of employment status (self-employed, salaried worker and unemployed) are included 

in Table 6.6 and 6.7. This analysis is carried out to determine whether different types of 

employment (being a salaried employee vs. being self-employed) have a different effect on 

female financial inclusion. In the interest of clarity only the estimated coefficients on interaction 

terms are presented, although all models account for the effect of individual-level 

characteristics. 

The positive and significant coefficient on the interaction term between female and self-

employment indicates that working for themselves significantly increases women’s likelihood of 

using savings and credit products. This result suggests a potential demand for formal savings 

and credit products among self-employed women, reflecting their need for financial instruments 

to manage personal and business cash flows and to fund their enterprises.  

Similarly, being a salaried employee increases women’s probability of using formal savings and 

credit mechanisms. The highly significant effect of wage employment on women’s use of saving 

products may in part be explained by the fact that salaried workers are generally required by 

employers to open a bank account to receive their salary. This practice positively influences 

women’s engagement with financial institutions and their ability to keep savings in the formal 

financial system. Unsurprisingly, being unemployed decreases women’s likelihood of being 

financially included. The reason is that being unable to earn their own income limits women’s 

ability to save money and qualify for credit. 
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The estimated coefficients on the interaction terms between female and travel time to banking 

service points show mixed results. Physical distance seems not to harm women’s use of credit, 

however, it seems to discourage women from keeping savings in formal financial institutions. 

These results indicate that while women might be willing to incur time and transportation costs 

to obtain funding from financial institutions, they might not be able to incur the same costs to 

sign up for savings products. This result may be capturing women’s 

disproportionate responsibility for unpaid work at home, which limits their engagement in 

economic activities. The high p-values (> 0.05) associated with these estimated coefficients 

might be due to the limited coverage (four regions of the country) of the data sample used in this 

analysis. The effects they represent should not be disregarded however. They shed some light 

on the role of physical distance on female financial inclusion and can serve as a reference point 

for future studies. 
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Table 6.6: Women’s participation in labour and financial markets: multilevel regression models 
of savings products usage 

 

 

 

Table 6.7: Women’s participation in labour and financial markets: multilevel regression models 
of credit products usage 

 

 

 

 

coef se coef se coef se coef se

FemaleXLog of time to financial access points -0.048 (0.127)

FemaleXUnemployed -0.436 (0.309)

FemaleXSalaried worker 0.418* (0.224)

FemaleXEmployed for self 0.556*** (0.213)

Constant -1.118*** (0.228) -0.954*** (0.231) -1.277*** (0.240) -1.117*** (0.233)

Province-level variance

Deviance

Number of respondents, provinces

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

2488, 24 2488, 24 2488, 24 2488, 24

2330 2255 2312 2313

0.641 0.628 0.647 0.606

1 2 3 4

coef se coef se coef se coef se

FemaleXLog of time to financial access points 0.190 (0.121)

FemaleXUnemployed -0.626** (0.304)

FemaleXSalaried worker 0.345 (0.227)

FemaleXEmployed for self 0.441** (0.207)

Constant -1.364*** (0.290) -1.354*** (0.285) -1.339*** (0.298) -1.402*** (0.288)

Province-level variance

Deviance

Number of respondents, provinces

*, **, ***  Significance at the 10, 5 and 1% level, respectively. Standard errors are given in parentheses. 

1 2 3 4

1.381 1.278

2432 2402 2432 2413

2488, 24 2488, 24 2488, 24 2488, 24

1.390 1.283
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6.8  Conclusions 

Using multilevel models fitted to data from the Peruvian Pilot Survey of Access and Use of 

Financial Services for 24 provinces and over 2400 individuals, this paper presented a cross-

province analysis of the determinants of financial inclusion in Peru. The estimated multilevel 

models show that women, the youth, the elderly and people living in rural areas are more prone 

to be excluded from the formal financial system. They also show that socio-economic 

characteristics such as income, education and employment are associated with a higher 

probability of using formal credit and savings products. These results are in line with the findings 

of the cross-country analysis presented in Chapter 4 and 5. 

Lengthy travel times to banking service points (branches, ATMs and banking agents) are 

significantly associated with a lower probability of using credit and savings products. The 

analysis of interaction terms aimed at exploring the effect of employment on female financial 

inclusion show that women’s participation in the workforce significantly increases their 

probability of engaging with financial markets. These results are in accordance with the findings 

of Chapter 4 and 5, which use aggregated measures of employment and physical distance to 

financial services.  

It is important to note, however, that the cross-sectional nature and limited coverage of the data 

sample employed in this study (four regions of the country) limits our ability to make causal 

assertions. When more comprehensive data become available, this will allow policymakers and 

researchers to conduct more exhaustive analyses of the state of financial inclusion in the 

country, track changes over time, and design tests of causality.  

While the Peruvian government has made important efforts to support the expansion of banking 

services across the country, this research demonstrates that there exist other potential barriers 

to financial inclusion that could be addressed through legislation and social policy. The Peruvian 
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government might consider reorienting its current financial inclusion strategy to include concrete 

and measurable actions to address distance, infrastructure and transaction cost barriers that 

hinder the participation of individuals, especially rural residents, in the formal financial system. 

Such an integrated approach should include specific actions to increase public and private 

investment in infrastructure in rural areas, a necessary condition for the operation of technology-

based banking channels.  

A more comprehensive approach is also required to advance women’s financial inclusion. 

Although the Peruvian government has enacted important legislation to empower women in the 

workplace, evidence suggests that this regulation is not always observed by employers and that 

not all working women are covered by it. Since employment seems to be a key route through 

which women enter the formal financial system, policies aimed at promoting women’s 

participation in financial markets should reflect the needs and interests of working women, 

especially those working in the informal  economy, who make up the majority of the female 

labour force of Peru. The government should also develop and put in place enforcement 

mechanisms to guarantee that women’s empowerment measures are translated into action.  

Finally, this study suggests further research on the role of the informal financial system in 

facilitating access to savings and credit mechanisms among the unbanked. Further exploring 

this subject would help to understand how individuals who are excluded from the formal banking 

system meet their financial needs, and whether formal and informal financial mechanisms 

substitute or complement each other. Published evidence on the effect of financial inclusion 

initiatives on people’s economic wellbeing is still scarce. Periodic monitoring and impact 

assessments could help promote the accountability and sustainability of these initiatives, and 

determine how, if at all, individuals benefit from them. 
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Appendix table 6.8: Correlation matrix of individual-level variables 

 

 

 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) (18) (19)

Rural residence (0/1) (1) 1.000

Travel time to financial access points (minutes) (2) 0.242*** 1.000

Female (0/1) (3) -0.038 -0.044* 1.000

Age (in years) (4) -0.015 0.015 -0.038 1.000

Education: primary or less (0/1) (5) 0.160*** 0.157*** 0.126*** 0.319*** 1.000

Education: secondary (0/1) (6) -0.000 -0.052** -0.082*** -0.117*** -0.620*** 1.000

Education: tertiary or more (0/1) (7) -0.175*** -0.110*** -0.041* -0.210*** -0.361*** -0.508*** 1.000

Married/ cohabiting (0/1) (8) 0.015 0.022 -0.042* 0.249*** 0.105*** 0.068*** -0.195*** 1.000

Employee (0/1) (9) -0.010 -0.077*** -0.210*** -0.128*** -0.115*** 0.022 0.099*** -0.036 1.000

Self-employed (0/1) (10) 0.070*** 0.112*** -0.136*** 0.244*** 0.062** 0.079*** -0.162*** 0.110*** -0.525*** 1.000

Unemployed/ Out of the workforce (0/1) (11) -0.063** -0.041* 0.353*** -0.129*** 0.050* -0.106*** 0.071*** -0.080*** -0.449*** -0.525*** 1.000

Remittances generator (0/1) (12) -0.000 -0.037 -0.043* 0.017 -0.068*** 0.004 0.070*** 0.027 0.023 0.045* -0.070*** 1.000

Remittances recipient (0/1) (13) -0.018 -0.023 0.021 0.017 -0.074*** 0.009 0.071*** -0.029 -0.011 -0.016 0.028 0.236*** 1.000

Home owner (0/1) (14) 0.080*** 0.011 -0.056** 0.437*** 0.185*** -0.024 -0.174*** 0.301*** -0.087*** 0.214*** -0.137*** 0.051* -0.028 1.000

Electricity (0/1) (15) -0.185*** -0.221*** 0.049* 0.000 -0.217*** 0.103*** 0.116*** -0.064** 0.090*** -0.085*** -0.000 0.011 0.076*** -0.093*** 1.000

Landline (0/1) (16) -0.266*** -0.136*** 0.032 0.069*** -0.154*** -0.050* 0.228*** -0.004 -0.016 0.006 0.009 0.058** 0.004 -0.006 0.106*** 1.000

Cable TV (0/1) (17) -0.218*** -0.158*** 0.026 -0.003 -0.163*** 0.002 0.176*** 0.010 0.017 0.006 -0.024 0.150*** 0.009 0.011 0.130*** 0.392*** 1.000

Internet (0/1) (18) -0.178*** -0.096*** 0.048* -0.039 -0.138*** -0.052** 0.214*** -0.022 0.020 -0.021 0.002 0.070*** 0.014 -0.049* 0.066*** 0.420*** 0.408*** 1.000

Mobile phone (0/1) (19) -0.199*** -0.164*** -0.013 -0.064** -0.219*** 0.060** 0.169*** 0.009 0.063** 0.016 -0.080*** 0.117*** -0.048* -0.051* 0.162*** 0.279*** 0.282*** 0.218*** 1.000

Gas (0/1) (20) -0.231*** -0.179*** 0.028 -0.047* -0.156*** 0.057** 0.103*** 0.015 -0.007 0.020 -0.014 0.124*** -0.039* -0.013 0.152*** 0.260*** 0.340*** 0.199*** 0.404***

* p<0.05,  ** p<0.01,   *** p<0.001
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7 Conclusions 

This chapter is divided in three sections. The first section outlines the key contributions and 

policy implications of the thesis. The second section discusses some important limitations and 

gaps in the thesis. Finally, the third section suggests some avenues for further study. 

7.1 Key contributions and policy implications 

In Chapter 4, I analysed, in a cross-country setting, the determinants of financial inclusion. I 

conducted this analysis using data from the Global Financial Inclusion Survey (Global Findex). 

In this chapter, I explored the effect of individual and contextual characteristics on financial 

inclusion, paying special attention to the impact of institutions—the legal, regulatory and policy 

environment—on the probability of bank account ownership.  

I chose account ownership as the dependent variable for two main reasons. First, a bank 

account is a product with similar characteristics across the globe, which makes it a comparable 

indicator of financial inclusion across countries. Second, a bank account is generally seen as 

the most basic and relevant of all financial products. The reason is that it is essential in carrying 

out day-to-day financial transactions, serving as a gateway to other mainstream financial 

services, such as credit and insurance.   

I found, in line with previous studies, that the poor, the youth, the less educated and women 

tend to be more vulnerable to exclusion from financial services. The multilevel models show that 

income, education, age and gender are all significant determinants of account ownership. The 

likelihood of bank account ownership is higher among well-off and better-educated individuals. 

In other words, the odds of account ownership are higher for an individual in the highest income 



183 
 

quintile than for an individual in the same country but in the lowest income quintile. Similarly, the 

odds of owning an account are higher for an individual with tertiary education than for an 

individual with primary education. Age is positively associated with the likelihood of account 

ownership, but this relationship is quadratic, which indicates that account ownership firsts 

increases and then decreases with age. Unsurprisingly, the gender effect is negative and 

statistically significant, confirming previous empirical evidence showing that the likelihood of 

financial inclusion is lower for women than for men.  

I examined the effect of cross-level interactions between individual-level characteristics and the 

proxies for banking sector outreach (bank branches per 1,000 km2 and ATMs per 1,000 km2). 

The estimated coefficients on these interaction terms indicate that being poor or less educated 

is less detrimental to financial inclusion in countries with higher geographical coverage of 

financial services. However, a higher density of financial access points (or proximity to financial 

services) may not help reduce gender differences in account ownership. This result suggests 

that factors outside the structure of the banking sector may explain the gender gap in access to 

financial services, and therefore, deserve further research attention. This finding motivated the 

gender-based analysis presented in Chapter 5.      

I also examined interaction effects between variables reflecting the presence of regulatory 

frameworks supportive of policies to tackle financial exclusion and variables representing 

traditionally vulnerable groups (the poor, the less educated and women). The analysis shows 

that paying government transfers through bank accounts increases the probability of financial 

inclusion for low-income and less educated individuals, but not for women. Interestingly, 

mandates requiring financial institutions to offer basic bank accounts seem to benefit only the 

less educated, while the practice of correspondent banking appears to benefit only women. 
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My analysis of the effect of country-level variables on financial inclusion show that the legal 

environment in which individuals and financial institutions interact, the existence of enabling 

regulatory frameworks for the expansion of financial services to the unbanked, and an adequate 

infrastructure to support the provision of financial services are all important factors in advancing 

financial inclusion. These findings challenge the current emphasis placed by policymakers on 

expanding the outreach of financial services as a policy priority to advance financial inclusion. 

While this emphasis is partially justified by the estimated models: a higher density of branches 

and ATMs is associated with higher rates of financial inclusion; there are, however, other 

equally significant factors that are often overlooked and yet appear in these models to have a 

strong explanatory power. 

These findings also depict a picture of the complex dynamics of financial inclusion, suggesting 

the need for a holistic approach to tackle financial exclusion. Such an approach should go 

beyond the outreach of banking services and include measures to protect the rights of 

depositors, borrowers and lenders. It should also support regulatory frameworks that enable the 

implementation of policies to foster financial inclusion among vulnerable groups and promote 

the investment in quality ICT infrastructure to support the provision of financial services. 

In Chapter 5, I analysed, in a cross-country setting, gender differences in financial inclusion, 

paying particular attention to the effect of laws and policies on gender equality in the workplace 

on women’s financial inclusion. To perform this analysis, I used data from the Global Financial 

Inclusion Survey (Global Findex) and the Women Business and the Law (WBL) database.  

I found that there is a systematic and conditional gender gap in account ownership. Even after 

accounting for a set of other relevant individual- and country-level characteristics, being a 

woman remains negatively and significantly associated with the use of bank accounts. To test 

the robustness of this result, and to rule out the possibility that the financial inclusion gender gap 
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may be driven by Islamic countries, I analysed the effect of religious beliefs (proxied by a 

dummy variable denoting whether a country is predominantly Islamic). This analysis reveals that 

although gender differences in account ownership tend to be higher in Islamic countries, 

women’s exclusion from financial services is not an issue exclusive to these nations, but 

persistent all over the world. 

I also found that countries with a higher rate of female participation in the labour market tend to 

exhibit higher levels of female financial inclusion. Since employment seems to be the main route 

through which women engage with the banking system, I also looked at how legislation aimed at 

empowering women in the workplace help bridge the financial inclusion gender gap. I also found 

that countries with legislation in place mandating maternity leave (either paid or unpaid), equal 

pay for equal work, non-discrimination based on gender during the recruitment process, and 

equal opportunity for men and women to work in the same industries and the same hours, tend 

to show smaller gender differences in account ownership.  

My findings suggest that women’s financial exclusion is a cross-cutting issue that may need 

policy action in different areas. In other words, achieving gender equality in financial inclusion 

not only involves improving how women interact with financial institutions, but also tackling 

obstacles outside the financial system that affect their ability to participate in the economy. 

According to my findings, two priority areas for policy action seem to be the empowerment of 

women in the workplace and the implementation of mechanisms to enforce gender equality laws 

and policies.   

In Chapter 6, I performed a nuanced and context-specific analysis of the socio-economic 

determinants of financial inclusion in Peru. In this chapter, I used data from the Peruvian Pilot 

Survey of Access and Use of Financial Services to analyse, in a cross-provincial setting, the 

factors that affect the uptake of savings and credit products among Peruvians. In line with the 
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findings of Chapter 4 and 5, I found that women, the youth, the elderly, the poor, and the less 

educated are more vulnerable to exclusion from formal financial services. The analysis in this 

chapter includes two variables not considered in Chapter 4 and 5: rural residence and 

employment. While employment is positively associated with the use of formal credit and 

savings products, living in a rural area is negatively correlated with individuals’ financial 

inclusion.   

In this chapter, I explored the relationship between proximity to financial services and financial 

inclusion, an association not widely studied in the existing literature. To determine this link, I 

used self-reported average travel time (in minutes) to the nearest banking service point (bank 

branch, ATM or agent) as a proxy for physical distance to financial services. The advantage of 

using this indicator is that it offers a more accurate measure of proximity to banking services 

than aggregate indicators of geographical coverage of formal financial providers traditionally 

used in the literature. The reason is that it not only provides information about proximity to 

financial institutions, but also serves, to a certain extent, as an indicator of both monetary and 

non-monetary costs of accessing financial services. 

I found that travel time (in minutes) to the nearest financial service point negatively affects the 

use of credit and savings products. Put it differently, proximity to banking services increases the 

probability of financial inclusion. This result is in line with the findings of Chapter 4, which show 

that physical distance to financial services (proxied by bank branches per 1,000 km2 and ATMs 

per 1,000 km2), positively and significantly influences the likelihood of account ownership. The 

positive link between proximity to financial services and financial inclusion found across 

countries in Chapter 4, therefore, holds for the Peruvian context. 

I also analysed the interaction effect of employment status and gender on the use of savings 

and credit products. My results show that participation in the labour force significantly increases 
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women’s likelihood of engaging with financial markets. This result is in line with the findings of 

Chapter 5, which show that countries with a high rate of female labour force participation tend to 

exhibit high levels of financial inclusion among women. In other words, employment seems to 

be a key route through which women enter the formal financial system. 

My findings suggest that Peru’s unbanked population may benefit from policy actions to address 

distance, infrastructure and transaction cost barriers. If the goal is tackling these obstacles, 

public and private investment in infrastructure in rural areas must also become a key policy 

priority. A more comprehensive approach to women’s economic empowerment would help 

advance women’s financial inclusion in Peru. Such an approach should support the 

implementation of mechanisms to enforce women’s empowerment laws and policies. Since 

employment seems to be a key entry point to women’s engagement with the formal banking 

system, policies aimed at promoting female financial inclusion should reflect the needs and 

interests of working women, particularly those working in the shadow economy, who represent 

the majority of the female labour force of Peru.  

I used multilevel modelling (MLM) to perform the regression analysis described above. MLM 

provided me with important insights into financial inclusion and its determinants that I would not 

have been obtained using traditional multiple regression techniques. First, MLM enabled me to 

estimate group effects (group residuals) to analyse variation in financial inclusion across 

countries and Peruvian provinces. Based on the ranking of group effects, I identified countries 

and provinces with the lowest and highest levels of financial inclusion, which shed some light on 

policy intervention at the regional and national level. 

Second, MLM identified the significant effects of individual and contextual characteristics on the 

probability of financial inclusion providing more accurate estimation and tighter confidence 

intervals than single-level models. As mentioned in Chapter 3, this is because MLM recognizes 
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the existence of data hierarchies. This, in turn, avoids the underestimation of the standard errors 

of regression coefficients, which may lead to an overstatement of statistical significance. If 

grouping is ignored, standard errors for the coefficients of higher-level predictor variables will be 

the most affected. 

Third, MLM’s analytical framework allowed me to simultaneously analysed the effect of 

individual and contextual variables on financial services usage, enabling me to explore how 

individual and country characteristics influence access to financial services. For instance, my 

findings show that the uptake of financial services depends on individual factors, such as 

personal income, gender, age and education, as well as, institutional factors, such as the policy, 

legal and regulatory environment. MLM proved to be particularly suitable to the analysis of the 

effect of interactions between individual and country-level factors on financial inclusion. For 

instance, in Chapter 4, I used interaction terms between individual and group level variables to 

determine how socio-economic and institutional characteristics affect the probability of financial 

inclusion among vulnerable groups (the poor, the less educated and women). In Chapter 5, I 

analysed interactions between gender, women’s empowerment laws and enforcement 

mechanisms and tested whether these legal indicators affect women’s financial inclusion. I also 

explored the role of employment in reducing gender inequality in financial inclusion by including 

a cross-level interaction between gender and women’s labour force participation, measured at 

the country level. The same interaction effect was analysed in Chapter 6 but using employment 

measured at the individual level. 

7.2 Key limitations 

This research is subject to certain limitations. First, the cross-sectional nature of the data 

underlying the multilevel analysis in this dissertation does not allow making claims about 

causation. This limitation could be overcome by using a longitudinal research design. This 
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design would allow exploring how financial behaviour, such as the use of financial products, 

changes over time; and what factors explain such changes. Publicly available longitudinal 

datasets on financial behavior are, however, not abundant. As more data become available, it 

may be possible to carry out causality tests and investigate other factors which may condition 

the relationships outlined in this thesis.  

Second, there is potential for omitted variables bias that could particularly affect the 

relationships outlined in Chapter 4 and 5. The dataset used in these two chapters, the Global 

Findex, does not gather information on some individual characteristics, such as rural residence, 

marital status, and employment status. Information on these characteristics is, however, 

collected by the dataset used in Chapter 6, the Peruvian Pilot Survey of Access and Use of 

Financial Services. Having information on these variables made it possible to perform a more 

nuanced and context-specific analysis of the socio-economic determinants of financial inclusion 

in Peru, test whether findings of Chapters 4 and 5 apply to the Peruvian context, and investigate 

relationships not explored in the previous chapters. 

Any of the above surveys, however, collect information on race and ethnicity, theoretically 

important influences on inclusion and exclusion. As noted in Chapter 2, ethnicity and race are 

central elements of individuals’ discrimination experiences, which hindrance their participation in 

political and economic life, including financial markets. Improving data collection by introducing 

racial and ethnic categories in financial inclusion surveys is, therefore, necessary to disentangle 

poverty-related and ethnicity-related reasons for financial exclusion.  

The standard approach to solve the omitted variables problem is using instrumental variables, 

or proxies, for the omitted variables. It is argued, however, that the application of this method is 

limited as its strong assumptions make it difficult in practice to find valid instruments. The 
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efficacy and limitations of this methodology are, however, topics beyond the scope of this 

dissertation. 

Third, the analysis was limited to the use of formal savings and credit products. The use of other 

mainstream financial services, such as insurance and payment services, also essential for a full 

economic and social participation, was not covered in this thesis. Extending the analysis to 

other financial products would allow identifying products that are relevant to people's economic 

and financial wellbeing, such as poverty reduction and economic empowerment. 

The role of informal mechanisms in facilitating access to financial services among the unbanked 

was another topic not covered by this dissertation. Further exploring this topic would help to 

understand how individuals who do not participate in the formal banking system meet their 

financial needs, and whether formal and informal financial products substitute or complement 

each other. 

Fourth, Account ownership, the dependent variable in Chapter 4 and 5, was measured with the 

question “Do you, either by yourself or together with someone else, currently have an account at 

a bank, or other type of formal financial institution?” It is important to note that the Global Findex 

survey codes the answers to this question in a way that does not allow differentiating between 

sole and joint accounts. Respondents who declare having an individual account, a joint account, 

or both types of accounts were assigned to the same category, “owning an account.” Gender 

differences in financial inclusion could, therefore, be understated. 

Finally, this thesis did not track changes in the state of financial inclusion over time. The 

Peruvian pilot survey was one-off data collection effort, and only two waves of the Global Findex 

were available at the time of this writing. It is important to note, however, that these two surveys 

were funded by international development agencies. Monitoring the progress of financial 
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inclusion, therefore, requires that national governments continue with the efforts of aid agencies 

and undertake initiatives to support periodic data collection. 

7.3 Future research directions 

This thesis could be extended in five key areas. The first area is the study of causal 

relationships between financial inclusion and individual and contextual factors. Using a 

longitudinal research design would allow to explain the patterns of these relationships and 

assess the impact of policies (e.g., the enactment of regulation supporting the expansion of 

banking points) on individuals’ decision to use financial products. A longitudinal approach would 

also enable to formally investigate other factors which may condition the relationships outlined 

in this study, such as the complex dynamics that underline the gender and rural divide in 

financial inclusion. 

The second area is the study of financial inclusion and ethnicity. More research on issues 

relating to the exclusion of racial and ethnic groups from financial services can inform policies, 

helping them to achieve equality in the financial system and improve understanding of 

disadvantage and social justice.  Collecting data on race and ethnicity is, however, not always 

easy because of the great variety of stakeholders whose consensus it presupposes. These 

include data protection agencies, equality bodies, minority communities, statisticians, and 

policymakers. 

The third research priority is the study of financial inclusion beyond credit and bank accounts. 

Factors driving the use of other mainstream financial services, such as insurance and payment 

services, which are also relevant to people’s social and economic integration, need to be better 

understood. A more comprehensive analysis of financial inclusion, that is, one that includes a 

diversity of financial products would help to improve the understanding of the needs of different 

population groups in terms of financial services. 
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The fourth area is the use of complementary qualitative research to explore alternative causal 

mechanisms that might explain observed correlations. Existing demand-side surveys on 

financial inclusion tend to rely heavily on standard cross-sectional designs, which may make it 

difficult to establish causality. Qualitative research techniques can help to explore more deeply 

the dynamics of financial inclusion, and give a better understanding of the behavioural and 

psychological drivers of the uptake, usage and value of financial products. It can also provide 

valuable data that will shed light on how best to provide the unbanked with access to useful and 

affordable financial products and services that meet their needs. 

The role of informal financial mechanisms in extending financial services to the poor and 

marginalized is another topic in need of more research. Better understanding how and why 

individuals engage with the informal financial system is necessary to inform the design of 

interventions aimed at expanding formal banking products to vulnerable groups, and most 

importantly, the design of financial education and consumer protection policies targeted at these 

groups. 

Finally, published evidence on the effect of financial inclusion interventions on people’s 

economic wellbeing is still scarce. More needs to be done to encourage the inclusion of impact 

evaluations as explicitly goals of national development strategies. It would help to identify 

effective interventions, foster the sustainability and accountability of financial inclusion 

initiatives, and improve knowledge about successful experiences at the national and 

international level. 
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