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hydon’t Indian
women use formal
finance? Or, stated
differently, whyis the
adoption of formal
financeamong Indian women so low?

Ever since the World Bank started
collectingand disseminating
gender-wise data on financial inclusion,
this question has captured the attention
of policymakers, and development
practitioners.

However, despite targeted efforts by
the government, lessthan 15 per cent
Indian women save and borrow formally,
only 28 per cent have ever made or
received adigital payment, and 32 per
centofwomen-ownedbank accounts are
inactive, according to the World Bank’s
2021 Global Findex Data.

Several reasonsare cited for this —
ranging from supply side gaps suchas
unsuitable product designand
inadequate distribution to demandside
factorssuchaslowfinancial and digital
literacyand restrictive social norms. Yet
thisunderstanding has not translated
into meaningful interventions for
women that increase the relevance of
formal finance in their lives.

Coulditbe that we have not fully
understood howwomen manage their
financial lives, why they choose certain
money management strategies over
others,and thevalue theyattachto
different sources of finance?

Hereisanalternative narrative that is
often missed by mainstream discourse.

Often the narrative around women's
financial inclusion is unidimensionaland
anchored onwomen’slack of control
over moneyand theirlimited sayin
matters of household decision making.
This narrow view frames the empirical
work of the so-called RCTers
(economists who run randomized
control trialstounderstand the effects of
anintervention). Thisbody of work
confinesitselfto measuring changesina
narrow set of decontextualized
quantitative variables.

Not surprisingly, interventions often
fail and even when they succeed, the
causal mechanisms responsible for
success remain opaque. Relying on
qualitative research from domains
outside the field of economics can offer
more layered insights about women’s
preferences, and their money
management practices.

For example,akeyinsightthat
emerges fromresearchrooted in
sociological and anthropological
methods is that women especiallyin poor
and working-class families bear most of
the responsibilities for the household’s
financial management.

Poorwomen use finance to manage
liquidity constraints but also to shape
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Women’s financial
inclusion is not understood

RESEARCH BIAS. Policymakers should go beyond economics to look at
sociological and anthropological aspects of how women negotiate finance

theirinterdependencies, i.e., tobuild,
maintain,and modify social relations,
and tobe regarded as trustworthyand
reliable.

JOINT ACTION

For suchwomen, empowerment may
take the form of joint action, agency,and
commitmentwhichisin contrastwith
the idea of individual agency that is often
articulated as the purpose of women’s
financial inclusion.

Itisworthacknowledging that Indian
women are by no means ahomogeneous
groupand howtheyaccess anduse
finance, and the benefits they perceive
fromusing these services will largely
depend on their individual and
household contexts. For example,
research shows that female labour force
participationis one of the strongest
predictors of women’s financial
inclusion.

What will it take for formal finance to
make their products relevant for women
who are poor, who performunpaid work
athome, and wholive in remote locations
disconnected from the digital world?

Twokeyimplicationsemerge from

Relying on qualitative
research from domains
outside economics can
offer more layered insights
about women’s preferences,
and money management

these points. First, thereisanurgent
need foran expanded scope of dataand
evidence that can contextualise the state
of women’s financial inclusion across
different segments.

Suchadataset should helpus
understand women’s financial
behaviour, their specific roleswithin the
contextof their household and
community, their preferences and
requirements with regards to managing
money, and their individual personality
traits that could potentiallyhave a strong
bearingon the financial choices they
make.

Impact evaluation studies that create
evidence onwhatworks toincrease
women’s financial inclusion and what
effectsithas should be replicated across
contexts and be supported by qualitative
research in order toarrive at robust
theories of change.

PUBLICATION BIAS
Mostimportantly, researcherswho
collect and disseminate evidence should
be mindful of publication bias (selective
publication of research studies that find
positive results) and should make
conscious efforts toalso publicise studies
that produce negative or noresults.

Scientificresearch has demonstrated
that publicationbiasis especiallystrong
ineconomics. High-powered economics
journals publish papers with positive
RCT effects (eveniftheyare only
“vaguely positive”) more regularly than
those with non-effects (small or

inconsistent effect sizes).

Since policymakers largely pay
attention to published work, especially
byeconomists, the effect of the biasis to
produce misguided and ultimately
unsuccesstul policy action.

Second, thereis astrong demand for
financial services among women.
Financial inclusion interventions have
worked when they have beenable to
situate themselves into existing social
and institutional structures- microcredit
and self-help group programs orwomen
Business Correspondents toimprove
women’s access to formal finance stands
out.

Taking inspiration from this thesis,
Financial Service Providers will have to
findingenious ways to design products
and services, especially in the non-credit
segment, that women find relevant such
thatitencompasses both the women’s
needs and the needs of her household.

However, financial service providers
can’tdothisalone, as the unit economics
currentlydonotlead tobusiness
profitability.

Therefore,an expanded scope of
women’s financial inclusion will require
strategic and collective support from
government, regulators, investors, and
the civil societyuntil sucha pointwhere
the business models begin to show signs
of profitability and scale. Piecemeal
approacheswon’t work.
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