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» Current status of financial inclusion in the country
based on BSP survey data and other data sets

» From the perspective of households, what
factors determine access and usage?

»What is the impact of financial inclusion on
household incomes?



Financial inclusion

or an inclusive financial system

A state wherein there is effective access
to a wide range of financial products and
services by all
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Microscope Indicators, 2015
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Account at a formal financial institution (% age 15+)
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Loan from a financial institution in the past year
(% age 15+)
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*no 2014 data for Lao PDR



Saved at a financial institution in the past year
(% age 15+)
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Mobile phone usage (% age 15+)
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Source: Global Findex, World Bank, 2011
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The Philippine Financial System

Number and Growth of Banking Offices, 2006-2015
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Number of Banks per 10,000 Adults
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Banked and Unbanked
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Deposit Accounts
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Deposit Accounts per 10,000 Adults
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Awareness of Access Points: Demand Side

Access points Filipinos are most aware of | Access points Filipinos are least aware of

Microfinance
Banks 98.3% nongovernment 30.5%
organizations

Pawnshops 95.7% E-money agents 25.6%

Non-stock savings
ATMs 93.5% and loan 13.6%
associations

Source: Bangko Sentral ng Pilipinas
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Bank Usage (1)
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Bank Usage (2)
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Bank Usage (3)
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Bank Usage (4)
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Bank Usage (5)
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Bank Access (1)
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Bank Access (2)
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Bank Access (3)
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Bank Access (4)
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Bank Access (5)
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Reasons for not transacting with banks
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Inaccessibility

m High costs




» What factors affect household decision to
participate in the formal financial markets?

» Does financial inclusion increase/improve
household incomes?

» Our estimation used micro-data from the Annual
Poverty Indicators Survey.




»Using the Heckman selection model estimation, the
ikelihood of availing of loans regardless of the source of
oans—that is, loans from formal institutions or informal
enders—was first tested, followed by the likelihood of
getting a formal loan (access to formal credit), as a series
of Probit models for households.

»The second step is to test whether or not financial
inclusion helps improve household income using a two-
stage instrumental variable approach




Empirical findings (1)

»What matters to households in getting a loan,
regardless of the source of loans? Age of the
household head, bigger family size and a high
dependency ratio lead household heads to borrow.
Being employed is also a significant factor.

»The presence or availability of banks does not
necessarily matter in household decisions to
borrow. The source of loans could be informal
lenders, which, as the literature shows, are mostly
the source of loans for poor households.
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Empirical findings (2]

»Shifting to a formal loan source (a bank)
household decision to use financial services is
positively and significantly correlated with family
size, sex, age, marital status, and educational
attainment of the household head.

»Income and education are key demand side
determinants of access to formal banking.

»The empirical findings from a two-stage
instrumental variable estimation supports the
hypothesis that financial inclusion improves
household income.
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GConcluding Remarks (1)

*Current policy discussions hold that financial inclusion is
important for inclusive growth and poverty reduction

*Empirical findings showed robust and significant

correlation between househo
services on the one hand, anc

d decision to use financial
the age of the household
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attainment of the household

hear, on the other

*Findings also supports the hyéloothesis that financial
inclusion improves househol

iIncome



Goncluding Remarks (2]

*Policy Implications:
= expanding access to and use of financial services by

low-income households/individuals have a positive
effect on household/individual welfare

" a key measure to address the financial exclusion of
poor households is financial education

= BSP and financial institutions are on the right path,
and should be supported in this endeavor.
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