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 1: Financial Inclusion is positively associated with bank performance. 

 



3.1 Before Inclusive Banking 
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3.1.1 Customer's Payoff  
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3.1.2 Bank's Demand 
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3.1.3 Bank's Payoff 

Ii i Li

iiiiiii DcLIDLPRdFIR

iI R

R RF

P

LrPE ii



iDc

iiiiiRii LIDLPRdFIRDc

i Di

iDc

3.1.4 Impact of Regulations 

RFr

RFr RF

RdFIR rr
iR

RdFIR iR
RFr

r
iI



 
RdFIRLIDLP iRiiii

iiiiiR
LIDLPRdFIR

iI

iiiiiR
LDLPIRdFIR

iI iD

iI

1. Both the regulations on bank activities and CAR will reduce bank efficiency.  
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3.2 With Inclusive Banking
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3.2.1 Without Regulations 
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(1) Inclusive banking increases the efficiency of more efficient banks ; (2) If the 
increase in agency cost is sufficiently high, then inclusive banking may reduce the efficiency of 
inefficient banks. 
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During the financial crisis, inclusive banking will benefit the efficient bank more, 
and the efficient bank's efficiency will increase.  

 

3.2.2 With Regulations 
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(1) There is no interaction effect between inclusive banking and regulations on 
bank activities. (2) Inclusive banking will lessen the negative effect of CAR regulation.  
 

4.1 Data sources 



4.2 Measuring bank performance: bank efficiency scores 
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total deposits, money market and other funds; 

personnel expenses;  total fixed assets)  (total loans; total other earning 

assets,  total non-interest income

4.3 Constructing financial inclusion index 
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4.4 Bank-specific and macro control variables 
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4.5 Bank regulatory and supervisory indicators 

4.5 Descriptive statistics 
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 4.6 Methodology 
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5.1. Financial inclusion and bank performance 
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FII financial outreach usage

6.1 Alternative estimators, exploiting bank-specific heterogeneity
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6.2 Instrumental variable (IV) regression 
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6.3 Alternative measures of financial inclusion: Global Findex 

Adults with an account at a formal financial institution to total 

adults Account Adults saving at a financial institution in the past year to total adults

Saved



6.4 Developing vs. Advanced economies: Who benefits more from financial inclusion?  

private credit to GDP

private credit to GDP

private 

credit to GDP



private credit to GDP

6.5 Quantile regression estimates and additional macro controls 



Voice and 

accountability, Government effectiveness, Rule of law, Regulatory quality, Control of 

corruption Political stability
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7.2. The role of bank regulation, supervision, and monitoring 















Inputs  

Outputs  



Bank-specific variables

Country-specific variables

Instrumental variables



Bank-specific variables  

Country-specific variables  

Instrumental variables  



Average (Latin America & Caribbean) 0.31 0.29 0.19 0.40 317

Average (East Asia & Pacific) 0.34 0.28 0.28 0.25 653

Average (Middle East & North Africa) 0.43 0.22 0.18 0.26 109

Average (South Asia) 0.32 0.24 0.26 0.21 112

Average (Europe & Central Asia) 0.36 0.41 0.36 0.46 833

Average (Sub-Saharan Africa) 0.21 0.10 0.07 0.13 183
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Financial Inclusion index 
financial outreach usage LogTA

LIQ EQA LLP ,
GDP Pop_gr

private credit to GDP
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Panel A: Developing market economies 

Panel B: Emerging market economies  

Panel C: Advanced economies  

Panel D: Countries those have a ratio of private credit to GDP that is more than the sample average 

Panel E: Countries those have a ratio of private credit to GDP that is less than or equal to sample average 

Developing market economies:

Emerging market economies:

Advanced economies:



Financial inclusion index, Financial outreach, and Usage.
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 financial inclusion regulatory and supervisory indicators.
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