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Gallup Pakistan and Financial Inclusion Research 

Gallup Pakistan is currently the foremost Survey Research Institution in Pakistan working on 

understanding Financial Inclusion in Pakistan. Undergoing activity includes updating the 

Access to Finance Survey 2015 together with Horus Consulting for State Bank of Pakistan. 

This paper has been written based on the data set available to Gallup of Access to Finance 

Survey 2008 study. Similarly, Gallup Pakistan is working with Intermedia USA (end client 

Gates Foundation) on two studies that are tracking the growth of Digital Finance in Pakistan. 

One study is a three year Panel Study (also refered in this study as FITS) and the other is a 

replicate sample N 6000 Nationally Representative called as FII Study. Moreover , Gallup 

Pakistan has been involved in Impact Evaluation of the Largest Microfinance Institution in 

Pakistan (PPAF) since early 2000’s and the last evaluation was completed in 2013. This 

paper although overwhelmingly draws from A2F 2008 study (not conducted by Gallup 

Pakistan) but it borrows from Gallup’s researches in Pakistan on this issue in general. 

Introduction to Financial Inclusion  

Financial inclusion as a focus of international development efforts around the world focuses 

on two ideas: financial literacy and access to finance. Financial literacy is broadly defined as 

the knowledge and awareness of the general public regarding financial services, money 

management and concepts central to household finance such as inflation, interest rates and 

diversification.
1
 According to the OECD, financial literacy is defined as: 

“Financial literacy is the combination of consumers’/investors’ understanding of financial 

products and concepts and their ability and confidence to appreciate financial risks and 

opportunities, to make informed choices, to know where to go for help, and to take other 

effective actions to improve their financial well-being.”
2
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Access to finance can be defined in two ways: the availability and access to financial services 

or the current engagement of an individual with available financial services. In the former 

definition, access measures the availability of the option to use financial services, and the 

latter understanding relies on current use of financial services such as having a deposit 

account as a parameter for defining if a person has access to finance.
3
 

Literature Review 

A cross-country comparison of financial inclusion found income differences to be the largest 

and most significant determinants. Removing income levels from the equation, income 

inequality plays a significant role in explaining the difference in financial inclusion between 

countries. On the other hand, adult literacy, unemployment levels and rural population levels 

do not explain differences in financial inclusion when controlling for income and income 

inequality.
4
 

Due to the focus on microfinance as the face of financial inclusion, there are multiple studies 

exploring the relationship between SMEs (Small and Medium-sized Enterprises) and their 

access to finance.
5
 Analysis of household level access to finance is usually limited to 

descriptive statistics as researchers aim to determine the landscape of formal and informal 

financial services being used by individuals and understanding their motivations and needs 

for the use of different kinds of financial services.
6
 

An OEDC survey on financial literacy, attitudes and use across 14 countries sets up an 

interesting example on the impact of socio-demographic factors on financial literacy levels. 

The study uses age, gender, income, education and attitude towards risk as the independent 

variables to determine variability in financial literacy. Financial literacy in this case was 

defined as a combination of knowledge, behavior and attitudes. The study found that age, 

income and education were the most consistent and significant determinants of financial 
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literacy across all 14 countries. When controlling for these factors, gender was not a 

significant factor in 6 out of the 14 countries.
7
 

 

Financial Inclusion in Pakistan 

In Pakistan, there have been various studies in the past 15 years looking at various aspects of 

financial inclusion. The Pakistan Poverty Alleviation Fund regularly conducts studies (2003, 

2005 and 2009) to understand the impact of providing microcredit services to low-income 

households. The studies consistently found that using microcredit services improved income 

and consumption levels of the target households versus the control group.
8
 

In terms of assessing the level and use of financial services, the Access to Finance Survey in 

2008 (data set used in this paper) was the first broad survey of its kind of financial 

knowledge, habits and usage patterns of households. The study found that only 14 percent of 

the population is formally included and 40 percent are not part of the formal or informal 

financial services circle. The study also includes several regression models using age, gender, 

education, rural, types of employment, unemployment and other socio-economic factors to 

explain differences in financial inclusion as well as behaviors, borrowing patterns and 

attitudes.
 9 

More recent surveys and studies, such as the Financial Inclusion Tracker Surveys (FITS) 

Project
10

, Promoting Financial Inclusion and Literacy in Pakistan via G2P Payments
11

 and 

Financial Inclusion Insights (FII) Program 2014
12

, look at mobile technology and use of 

government to people payment programs as tools for promoting financial inclusion and 

literacy in the country. This shift from looking at the traditional microfinance institutions to 

mobile financial services is reflective of the change in supply side institutions’ focus and 

tools to improve their reach to low-income households in developing countries. 
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A2F Study in Pakistan 

According to the World Bank, “(t)he A2F household survey is a comprehensive national 

household survey of all the main financial services (transaction banking, savings, credit and 

insurance), needs, and usage among consumers, in both the formal and informal sectors. The 

survey design is based on a joint methodology developed by FinMark Trust (South Africa) 

and the World Bank, and rooted in economic fundamentals. The design has benefited from 

continuous improvements as the survey has been used in several large countries around the 

world, as well as from careful customization to Pakistan conditions via focus-group 

discussions and piloting. The aim of this demand-side study is to establish credible 

benchmarks and highlight opportunities for innovation in product and delivery, as well as 

suggest promising avenues for deepening and broadening access to finance.”
13

 

The A2F household survey in Pakistan was conducted from 10,305 households forming a 

nationally representative sample. The original analysis focuses on the “Access Strand” – 

classifying the respondents into four categories depending on which financial products and 

services they say they currently use or have used in the past.
14

 The four categories are:  

1. Banked – have a bank account or loan from a financial institution 

2. Other Formal Services – other financial services such as insurance 

3. Informal Services – saving with assets, borrowing from family and friend 

4. Financially Excluded – no access to informal or formal sources of credit 

The original descriptive statistical analysis on the Access Strand draws comparisons of the 

four categories across a range of demographic indicators as well as their responses to other 

sections of the questionnaire about their reasons or details about how and why they use 

different financial services. 
15

 

The questionnaire was conducted from a member (chosen at random) of the target household 

in order to capture variations within the household on these issues. The questionnaire is 

divided into seventeen sections: 
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1. Demographic: age, gender, marital status, relation with head of household, 

education, cast/ethnicity, occupation, income earners, name of province, urban/rural, 

household size. 

2. Financial literacy: interest in financial matters, source of financial information, 

numeracy, knowledge of financial concepts, product and services (formal and 

informal), demand for financial education, ID documents, financial decision making. 

3. Product penetration: formal and informal – 80 in total.  

4. Reasons for not having a bank account 

5. Banked population: bank name, distance from bank, cost of commuting and reasons 

for using 

6. Savings and investments: reasons for saving, instruments for investing, places for 

saving, reasons for that choice 

7. Loans and credit: reasons for loan rejection, reasons for borrowing, sources of 

credit, requirements for borrowing, factors for deciding to borrow – for informal and 

formal 

8. Money transfers: domestic and international, how and how frequent, comparison on 

trust, cost, speed and usability of different mediums of money transfer, speed of 

transfer, use of that money 

9. Insurance: Which company, reasons for not using insurance 

10. Provider perceptions: comparison on 39 statements between formal and informal 

institution types 

11. Committees: types, number of, frequency, trend, motivation 

12. Income: personal, household, frequency, source, main income earner 

13. Payments and Receipts: cheques 

14. Communication and Mobile Phones: use, network, who pays, purpose, 

15. Psychographic/Attitudinal: 35 statements about financial behavior, 28 more on that, 

37 more on psycho stuff, religion, kind of locality 

16. Risk and coping strategies: emergency expenses, how, who  

17. Socioeconomic characteristics: household assets, fuel, source of drinking water, 

toilet, access to facilities, rent/ownership, description of house, employment status, 

and total estimated household income. 

Econometric Analysis 
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As stated earlier in this paper, this household dataset has been analyzed in multiple ways 

through regression analysis including multinomial logit regression between the access strands 

on socio-demographic factors as well as linear regression on various behavioral questions on 

those same factors. This paper aims to enrich the statistical analysis done for this dataset in 

two ways: 

1. Develop a single indicator for financial literacy and determine its relationship with 

demographic indicators 

2. Identify the key demographic indicators and financial literacy index that explain the 

variation in the Access Strand 

Financial literacy and education are considered to be the gateway to improving financial 

inclusion in various studies. 
16

 
17

 

This analysis would not only help understand the drivers of financial literacy in Pakistan but 

also identify the impact that increasing financial literacy can have on access to finance when 

controlling for socio-demographic factors. 

Part One: Financial Literacy Index 

The dataset and questionnaire used for the A2FS Survey focuses on the knowledge aspect of 

financial literacy in a simple manner. Without testing any financial concepts, numeracy or 

understanding of financial terms, it allows respondents to provide their own judgement or 

perception of their knowledge/capability. For example, the question for numeracy does not 

ask the respondent to add/subtract two numbers but instead asks them if they could if they 

had to. 

The responses to the questions in the financial literacy section were combined to form a 

single indicator of the level of financial literacy of each respondent. Equal weightage was 

given to the following metrics: 

1. Interest in financial matters (Scale of 1 to 5) 

2. Following financial matters (Scale of 1 to 4) 

3. Sources of financial news (number of external mass media sources of news – 0 to 5) 
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4. Numeracy (4 questions) 

5. Knowledge of  basic commonly used  financial terms (Bank, Pension, Interest, Bank 

Account, Profit, Loans, Committee, Money lenders) 

6. Knowledge of formal financial services (Money order, collateral, minimum balance, 

Islamic banking, Saving Account, Bank service charges, post office savings account, 

tax) 

7. Knowledge of formal financial service mechanics (Debit card, ATM, Credit Card, 

Standing Instructions, Swift transfer) 

8. Knowledge of new financial services (NGOs, Microfinance, Mobile Banking, Mobile 

Finance Banking) 

9. Knowledge of sophisticated financial terms and services (Insurance, Shares, 

Investment, Insurance Premiums, Stock Exchange, Exchange Rate, Assets) 

10. Financial decision making (showing confidence in financial skills and knowledge) 

Using the criteria described above, a financial literacy index score (on a scale of 0 to 100) 

was calculated for the entire dataset. 

A multivariate linear regression was run with the financial literacy index score as the 

dependent variable and the following independent variables: 

1. Age (4 age groups based on Generation X (younger than 27 years), Generation Y 

(between 27 and 28 years), Baby boomers (between 48 and 63 years old) and the 

Silent Generation(older than 63 years old)) 

2. Gender 

3. Marital status (married versus everyone else) 

4. Head of the household 

5. Education level – illiterate versus high school versus college 

6. Household size greater than 7 (national average) 

7. Employment status: Employed (full-time or self-employed) versus Student versus 

Housewife versus all other categories 

8. Urban household 

The results of the regression are as follows: 
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The R-squared of the regression showed that 43% of variation in the financial literacy index 

score was explained by variation in the independent variables. Education had the largest 

impact on the score for a respondent, with education beyond high school yielding a 25 point 

dividend on average and any schooling yielding a 12 point increase in the score. Being the 

head of the household, employed and living in a urban area were also significant in a 

substantive and statistical sense, adding 4, 3.6 and 5.4 points on the financial literacy score 

respectively. 

Being female reduced the score by around 6 points while being a housewife or being a part of 

the household of more than 7 people reduced the score by 2 and 1 points respectively. 

The results indicate that in terms of interest in financial matters, financial decision making 

and knowledge of different kinds of financial services, education was the key driver. Most of 

the financial services and terms included in the questionnaire related to formal financial 

services and having an understanding of how these institutions and their service works is 

helped through literacy as well as higher level education. Employment and therefore having 

an income did not impact financial literacy as much indicating that this knowledge and 
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interest in formal financial services is not borne out of need to explore these services for your 

borrowing or saving needs but through institutional education. 

Part Two: Access Strand Analysis 

The four-part access strand provides a tricky situation as the dependent variable as it takes on 

four categorical values that are not quantitatively or directly comparable across the 

categories. While one option for regression analysis is to use multinomial logistic regression, 

in the interest of being able to quantify the constant marginal effect of the independent 

variables, this analysis was performed through linear probability models by segmenting the 

sample by access strands to compare various categories and creating dummy variables each 

comparison group in the dependent variable. 

The same demographic factors from Part One were used as independent variables, listed here 

again:  

1. Age (4 age groups based on generation X (younger than 27 years), Generation Y 

(between 27 and 28 years), Baby boomers (between 48 and 63 years old) and the 

Silent Generation(older than 63 years old)) 

2. Gender 

3. Marital status (married versus everyone else) 

4. Head of the household 

5. Education level – illiterate, some schooling or college, 

6. Household size greater than 7 (national average) 

7. Employment status: Employed (full-time or self-employed), Student, Housewife 

8. Urban household 

In light of the fact that the “Other Formal Services” part of the access strand forms a 

negligible portion of the results, we are limiting the access strands used for this analysis to 

three: Banked, Informal Services, Financial Excluded. 

There are three sets of comparisons: 

1. Banked v. Informal Services 

2. Informal Services v. Financially Excluded 

3. Banked v. Financially Excluded 

 



10 |  P a g e
 

1. Banked v. Informal Services 

The first comparison is between parts of the sample that uses banking services and the part 

that uses informal sources of financing and credit for their needs. This is an important part of 

the financial inclusion analysis as the people using informal services are considered to be on 

the frontier of using formal services or the most likely part of the un-banked population to 

convert to the formal services. 

The results of the regression are as follows: 

 

Similar to the financial literacy regression the most influential factor driving the use of banks 

versus sticking to informal options was education. Having a high school education increased 

your odds by approximately 10% and having a college education by 32% versus having no 

education. In comparison, increasing the financial literacy score by 10 points would only 

increase the odds by 1%. In terms of age, being older increased the chances of being banked 

versus using informal services. 
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The respondents’ gender, being married, a current student, housewife, living in an urban area 

or in a household larger than 7 were all statistically insignificant in this regression analysis. 

This really brings out the issues that determine the difference between the banked population 

and those just using informal services. 

2. Informal Services v. Financially Excluded 

This frontier looks at the part of the respondent population that does not use formal financial 

services and attempts to distinguish between those who use informal financial services such 

as community lending and those who don’t even have access to informal financial services.  

The results of the regression are as follows: 

 

 

 

The R-squared in this regression was only 8.5%, showing the little impact of socio-

demographic partners in determining the difference between the two categories. Financial 
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literacy had a statistically significant impact but substantively a 10 point increase in the score 

would only increase chances of using informal financial services by 0.7%.  

The results showed a strong negative impact of education and being a student on chances of 

using informal services – this points to the fact that in Pakistan, students at all levels of 

education are financially dependent on their parents and are not earning any sort of income or 

taking on loans to complete their education from financial institutions. Being female also 

reduced your chances of using informal financial services by 5.4 percentage points. 

3. Banked v. Financially Excluded 

This comparison looked at the parts of the population that were banked versus those that are 

financially excluded from both the formal and informal services– the most disparate portions 

of the respondents. Financially excluded part of the population is the focus of development 

efforts and bringing them into the fold through institutional efforts such as mobile financial 

services or microfinance institutions are at the center of those efforts.  

The regression results are as follows: 
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The most significant factor bringing up chances of being banked were having a college 

education. The second most significant was being employed full time. This comparison was 

similar to the banked versus informal service users’ comparison, which shows that the 

difference between these two comparisons is not significant. There might be a case for 

segmenting the non-banked population in another way that would be more meaningful in 

terms of understanding the divide in terms of using banking services. 

The biggest negative factor was being a student – the rationale of students being financially 

dependent on their parents till they finish their education has been explained earlier in this 

paper. 

Gender, household size greater than 7 and living in an urban area didn’t matter in this 

comparison as the coefficients were statistically insignificant. Substantively, being married 

and having a high school education didn’t matter in terms of chances of being banked versus 

being financially excluded. 

Shortcomings 

There were three key shortcomings of the dataset as well as the analysis: 

1. Financial Literacy Index construction: The financial literacy index was 

constructed in an arbitrary fashion, in order to give an overall picture of the 

financial literacy indicators that were available in the questionnaire. The 

methodology was partly driven by the availability of  

2. Income as an indicator: As seen in the literature review, on the macro-level 

income levels were a big determinant of financial inclusion and it is possible that 

the same would have been true for this micro-level household dataset. However, 

the information regarding income was not complete or reliable. There was also an 

issue in choosing between household income versus the individual’s income. 

Employment was included as a proxy for income levels but the downside of that 

was that while it distinguished individual levels between employed and 

unemployed respondents, it did not capture different income levels. It can be 

argued, however, that education also provides a proxy for individual income 

levels. 

3. Questionnaire: The questionnaire was extremely lengthy and complicated and that 

could have potentially compromised the accuracy of some sections or questions as 
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the respondents grow weary after being set to the task of answering hundreds of 

questions in one sitting, a lot of which related to personal information that is 

usually kept extremely private. 

 

Conclusions 

This analysis had two aims: define financial literacy and determine its socio-demographic 

drivers; and determine the drivers of access to finance by assessing socio-demographic 

factors as well as financial literacy. 

On the first count, the financial literacy index was able to successfully summarize the various 

questions and angles covered in the questionnaire in that category onto one quantitative scale. 

This scale can be used to categorize respondents for descriptive statistical analysis but in this 

case we looked at the drivers of this score through regression analysis. It was determined that 

education (high school and college) were the biggest drivers of financial literacy. 

In the second stream of analysis, the three main categories of the access strand were put up 

against each other to understand the three frontiers of access moving from banking to 

informal financial services to neither of them. Financial literacy was statistically significant 

but substantively less impactful in all three cases. Education and employment were the key 

drivers across all frontiers, in a negative way in the informal financial services versus 

excluded frontier due to the financial dependency of students in Pakistan on their parents, and 

in a positive way in the other two comparisons. Gender was not a major driver of access, and 

living in an urban or a rural locality did not significantly impact your chances to be on a 

higher level in the access strand. 

In conclusion, key social, economic and demographic factors are driving the choices and the 

knowledge regarding financial services in Pakistan. Improvement in education levels as well 

as income levels can be seen as the biggest source of improvement in access in the future 

while financial education programs are not as promising tools for change in this sphere as 

would have been imagined. 
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