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highlights recommendations based on the identified supply- and demand- side constraints.
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Background

What's the issue?

The global policy agenda has shifted towards building more
inclusive financial systems (World Bank 2024). Despite the notable
progress over the recent decades, deepening financial inclusion
remains a formidable challenge for many countries (Baborska,
Hernandez, Magrini and Morales-Opazo 2020). An estimated 1.3
billion adults worldwide did not have an account in a financial
institution in 2024 (Klapper et al. 2025).

In Ethiopia, strides have been made toward expanding access to
finance; account ownership in financial institutions has more than
doubled since 2014, increasing from 22% to 49% in 2024 (World
Bank, 2025). However, this progress still lags considerably
compared to the global average. Furthermore, significant gender
disparities persist, disproportionately affecting women. These
women face persistent challenges in accessing financial services,
which hinders their economic empowerment and potentially
undermines broader efforts to improve household food security and
sustainable development.

1 See: https://povertyevidence.org/resources/the-impact-of-financial-
inclusion-on-womens-economic-empowerment-and-household-food-
security-in-ethiopia/

What does this briefing do?

This briefing highlights the key findings of a wider study that
provides evidence on the impact of financial inclusion on women'’s
economic empowerment and household food security in Ethiopia.’
Clear demographic disparities were found with regards to financial
inclusion and specific barriers to access were identified.

The study employed a mixed-methods approach, using both
qualitative and quantitative data. The quantitative data analysis was
conducted using the 2021-2022 Ethiopian Socioeconomic Survey
wave 5 dataset, which offers a sample of 4,999 households that are
representative at the national level and across rural and urban
areas. Principal component analysis, regression analysis, and a
structural equation model with a three-stage least squares (3SLS)
estimation technique were employed. To provide a deeper context,
qualitative data were gathered through 21 key informant and in-
depth interviews.

About the Challenge Fund

The DEEP Challenge Fund supports nationally-led research that is
designed to strengthen strategies and policies to end poverty.

By working closely with steering committees in each country,
Challenge Fund projects are chosen to reflect national priorities, fill
current evidence gaps and move countries closer to tackling the
root causes of poverty.

The Ethiopia and Tanzania Challenge Funds awarded grants in 2024
and the Bangladesh and Madagascar Challenge Funds in 2026.
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For further information, see: https://povertyevidence.org/challenge-
fund/

How to get in touch
For all questions on the research and our work in this area, please
contact: haregadd@gmail.com or contact@povertyevidence.org
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Key points

1. The data from this study reveals that financial inclusion is a powerful mechanism for enhancing women’s economic
empowerment, indicated by a strong positive effect (8 = 0.215).

2. The results further establish that financial inclusion has a significant positive impact on household dietary diversity and
substantially mitigates food insecurity.

3. Financial inclusion in Ethiopia is hampered by a complex interplay of supply- and demand-side constraints, with severe disparities
across demographic categories. These include interlinking urban/rural and gender disparities.

4. Interviews with key stakeholders reinforced the data on the links between financial inclusion, women’s empowerment and food
security. They also highlighted the heterogeneity of these impacts, as well as providing a deeper understanding of the barriers to
financial inclusion and the complexities involved in provision.

5. Drawing on empirical data and interviews, a number of key policy interventions are proposed to deepen financial inclusion and
address the challenges identified by this research.
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The triple nexus: Causal impacts of
financial inclusion on women'’s
empowerment and household food security

Effects of financial inclusion on women’s economic empowerment

The results from the 3SLS model estimates reveal that a one-unit increase in the financial inclusion score leads to a 0.22 unit increase in the
women’'s economic empowerment score (p<0.01), after controlling for other covariates. This finding confirms the hypothesis that deepening
financial inclusion serves as a powerful leverage point for enhancing women'’s economic empowerment.

Effects of financial inclusion on household food security

This study finds that financial inclusion leads to a substantial improvement in household food security by increasing dietary diversity and
reducing food insecurity. Crucially, women'’s economic empowerment plays a powerful role in the process, as a key mediator. A unit increase in
the financial inclusion score increases the Household Dietary Diversity Score directly by 0.014 units and indirectly, mediated through women'’s
empowerment, by 0.016 units. Both the direct and indirect pathways are highly significant (P < 0.01). Similarly, a unit increase in the financial
inclusion score reduces the HFIAS directly by 0.417 units and indirectly, through women’s empowerment, by 0.3 units. Both results are highly
significant (P < 0.01).
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Challenges to financial inclusion

As the fundamental entry point for financial inclusion, access to finance is often proxied by
account ownership in a regulated institution, such as a bank, credit union, microfinance institution,

or a mobile money service provider that provides services relating to storing, sending, and receiving

money. Account ownership at a formal financial institution reached 65.4% of the sample
households and 54.5% of the adult population (18+ years old) within these households. However,
utilisation of these accounts (for example making withdrawals or payments) remained very low.
Borrowing (20.2%) and the use of digital payment systems (30.1%) also remained low. Formal
financial institutions served a mere 14% when it comes to credit. This reliance on informal credit
was extremely pronounced in urban areas (88.9%) and remained significantly high in rural areas
(82.5%).

A moderate proportion of the households engaged in saving, totalling 46.9% (with higher rates in
rural areas compared to urban areas). This dropped to 35.9% when considering only the adult
population, revealing a stark gap between urban adults (45.3%) and rural adults (25.2%).
Furthermore, the findings reveal a high reliance on informal saving methods (69.7% rural and
40.2% urban) such as keeping cash at home, with friends and family, and in local associations like
Equb, a traditional rotating saving and credit association. A notable difference is also observed
that while urban households exhibit a lower overall saving rate, those who save predominantly rely
on formal financial institutions, unlike rural households, where informal mechanisms dominate.

HH_ Borrowing (%)

20.9
19.5 . '

Rural Urban Total

Formal Vs Informal

@ Formal Fis borrowing @ Informal borrowing

88.9
82.5 55
= ﬁI

Rural Urban Total
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On the demand side, involuntary exclusion remains the most pervasive structural barrier, driven primarily by a lack of sufficient income, which
is the main reported reason for not owning a financial account (45.2% urban and 38.6% rural).

Table 1: Reasons for not owning an account at a financial institution

Reasons Rural (%) Urban (%)
I do not feel that my money is enough 38.6 45.2
Financial institutions are too far away 19.6 12
I don't have a reason 12 17
I don’t understand the benefits 10.7 59
L:(c;r; utnlinow where or how to open an 5.7 98
The procedure is too complex 3.8 4.1
Refer to informal services 2.8 2.1
Accounts are too expensive to use 2.7 2.3
Religious reasons 0.6 1.3
Others 3.5 7.3

Source: Author’s calculations using ESS-5 survey data (Ethiopian Statistical Service 2024)

A significant proportion of households, with over one-fifth of sampled households, remain voluntarily excluded due to an awareness gap citing
‘| don't have a reason’ (12.0% rural; 17.0% urban) or ‘I don’t understand the benefits’ (10.7% rural; 5.9% urban).
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Physical access to financial institutions also remains a notable supply-side challenge, particularly for rural households. While the shift towards
digital finance is an encouraging way to mitigate traditional barriers, it introduces a new layer of exclusion. Most critically, rural women
experience a double burden of digital exclusion, reflected in their meagre usage rate of 6.1%. This rate lags significantly behind both their rural

male counterparts (13.3%) and urban female counterparts (29.2%).

Household digital payment (%)

® Male @ Female Total

60 55.6

46

34.4

30.1

Rural Urban Total
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Findings from the key informant interviews

e Financial inclusion is a catalyst for women’s empowerment and household food security: The interviews supported the
quantitative findings but underscored that the resulting impact is highly heterogeneous depending on the socio-economic
conditions of the borrowers; the actual loan amounts; the loan duration; interest rates; and the enabling business environment.

e Barriers to financial inclusion are multifaceted, encompassing critical infrastructure, operational, financial and socio-cultural
barriers: These barriers are mutually reinforcing and disproportionately affect women.

e Loan amounts are often too low to be genuinely transformative: As one interviewee commented, ‘The small loan size limits
borrowers to small businesses where their profits are just enough to run the household, thereby trapping them in a cycle of
subsistence rather than facilitating growth and expansion’.

e Clear urban bias in financial service provision: There was near consensus among interviewees on the substantial urban bias in
financial inclusion efforts.

¢ Loan effectiveness can be greatly improved if supported by complementary interventions: The respondents underscored the
necessity of a comprehensive ‘credit-plus’ strategy. They asserted that such interventions should include training, business
development services, financial literacy, market linkages and comprehensive post-loan follow-up and support.

o Digital finance offers a powerful mechanism for enhancing financial inclusion and overcoming traditional barriers: Beyond
connectivity, the informants emphasised that these platforms mitigate significant logistical and security challenges for both
providers and beneficiaries.

e Women face specific barriers and require differentiated treatment: These included both external barriers such as men'’s
monopolisation of decision making, and internal barriers such as limited financial literacy, fear, and a lack of confidence in
business start-ups.

e The post-conflict situation compromises loan effectiveness and necessitates special interventions: The informants indicated a
significant misalignment between the realities on the ground and standardised institutional lending practices.

e Multi-stakeholder partnerships remain crucial in order to enhance financial inclusion efforts: The informants highlighted benefits
from existing partnerships such as including access to credit and the provision of lower interest rates for women and concluded
that these partnerships have improved financial services.

What is the impact of financial inclusion on women’s economic empowerment and household food security? Lessons from Ethiopia.



Recommendations

Integrate financial inclusion as a
core dual-purpose strategy

There is a strong need for formal integration within broader national
economic empowerment initiatives and food security programmes.

Incentivise improved service quality
and utilisation

Fiscal and regulatory incentives for financial institutions to develop
affordable, tailored, and pro-poor products that genuinely serve the
wider population. Specific measures may include credit guarantee
funds for women as well as the reduction of collateral requirements
and transaction costs.

Bridge physical and digital access
barriers

The significant positive coefficient for proximity underscores the
critical need to expand the reach of financial institutions.

Accelerated investment in physical branch expansion,
complemented by user-friendly digital platforms such as mobile
money and agent banking networks, is essential to overcome the
proximity barrier.

Promote complementary
interventions and a ‘credit-plus’
approach

To maximise the impact of financial inclusion, a comprehensive
‘credit-plus’ strategy that integrates access to credit with
complementary support, including training, business development
services, market linkages, and robust post-loan follow-up and
support.

Implement comprehensive financial
literacy programmes to address the
voluntary exclusion barrier

Financial inclusion efforts must be paired with comprehensive
financial literacy programmes to overcome the prevalent
behavioural and knowledge-related barriers effectively.
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Counteract gender bias and the Forge multi-stakeholder partnerships
double burden of exclusion for rural and strategic alliances
women As highlighted in the qualitative findings, multi-stakeholder
) ) o S partnerships are already making a positive contribution to financial
Regulations must incentivise financial institutions to develop ) ] ) ) ) ) o
o o ) ] inclusion and deepening these alliances is essential for maximising
gender-sensitive products and utilise innovative lending models ] i ) ] .
i the effectiveness of financial services and ensuring the long-term
that do not rely solely on traditional collateral. o , ]
sustainability of women'’s business.
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Data & Evidence to End Extreme Poverty

DEEP’s mission is to build evidence, insights and solutions that help end extreme poverty globally.

We aim to contribute to new global and national data and evidence that governments, decision makers, citizens and researchers can use to
improve people’s lives and support the world’s poorest people in their efforts to escape extreme poverty.

We are a consortium of the Universities of Cornell, Copenhagen and Southampton, led by Oxford Policy Management, in partnership with the
World Bank’s Development Data Group and funded by the UK Foreign, Commonwealth and Development Office.

Copyright © Oxford Policy Management 2026

Ground Floor, 40-41 Park End Street, Oxford, OX1 1JD T: +44 (0)1865 207 300
Registered in England 3122495

povertyevidence.org | @povertyevidence



