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MESSAGE
FROM
THE
CHAIRMAN

The Institute of Microfinance (InM) was established in 2006 with the initial purpose of becoming a 
pioneer research and training institute in the field of microfinance and poverty related interventions. 
However, over the time it has been broadening its research, training and educational activities in 
the perspective of empowerment, equity and sustainability. 

For example, it has conducted research on various issues like financial inclusion, vulnerability and 
risk minimization, micro health insurance, dynamics of poverty and long term dynamics of 
appropriate financing.

Dissemination of research findings among the policy makers and practitioners is also an important 
activity of InM. More recently InM organized an International Conference on Gender and Women 
empowerment in November, 2014 to exchange research findings ideas and ideas among the 
reputed scholars from within Bangladesh, including rural development related service providers, 
researchers, development practitioners, policy makers and representatives of national and foreign 
funding organizations.

InM also has been expanding its research focus to different aspects of environment and climate 
change. InM jointly with IGES, Japan has embarked upon a research activity on vulnerability of the 

poor, their coping strategies in relation to the impacts of natural disasters and how microfinance 
and related activities can help.

As per UNCDF report, more than half of the world’s working adults are excluded from financial 
services. The same report says that among low income populations in emerging and developing 
economies, more than 80% of the poor people do not have access to finance.

InM study on access to financial services in Bangladesh shows that only 13.3% of women headed 
households have savings accounts with any bank.  Only about 11% of the household have access 
to insurance services at the aggregate. It means that 88.9% of poor people do not have access to 
insurance in Bangladesh. The figure is for both the urban and rural areas. Substantial amount of 
similar research has been conducted by InM since 2006.

I am very happy that a two-day National Convention on Inclusive Finance in Bangladesh is going 
to be organized by InM to present some of its extensive research findings and emerging ideas 
relating to different aspects of inclusive finance for critical review by experts.

Practitioners, researchers, academicians and policy makers have been invited to the conference 
for giving their views, criticisms, ideas and suggestions, which will be taken into account in 
designing future research and training programs. 

It is my pleasure to welcome the ministers, policy makers, speakers, presenters, chairs, panelists, 
and participants to the convention. My personal thanks go to each one of them. 

I wish today’s National Convention all success.    
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MESSAGES
FROM
EXECUTIVE
DIRECTOR

Financial inclusion for inclusive growth, poverty reduction and financial stability has become a 
global agenda following the global financial crisis in 2007-08. A systematic approach has been 
adopted by the World Bank to monitor the progress and assess policy effectiveness. But in most 
cases, aggregate statistics are used.  But with the aggregate data, we are able to find out a trend, 
but in many cases unable to answer the questions like who are excluded and who are credit 
constrained? These questions are very much relevant from the perspective of inclusive growth. It 
can effectively be answered using the demand side data. Institute of Microfinance has embarked 
upon a flagship project on “Access to Financial Services in Bangladesh’’ to measure intensity of 
financial inclusion in Bangladesh and answer these questions. Two rounds of survey were 
conducted in 2010 and 2014. This national convention has been organized with the prime 
objective of disseminating findings of the study.

Over the two-day national convention on August 18 and 19, there will be five technical sessions 
and each session will focus on one issue. The keynote presenter will present the theme paper of 
each session and this will be followed by a panel discussion. Panelists will focus on the session 
theme based on the findings of our study and discuss the way forward for a comprehensive policy 
set. This is our expectation that all these discussion will help the policy makers, MFIs, banks and 
regulatory agencies to revisit and reinforce their policies for inclusive finance for inclusive growth in 
Bangladesh.

I deeply acknowledge the contribution of the Chairman and members of the Governing Body of 
InM in organizing this great event. Finally, my heartfelt thanks are due to all my colleagues of InM 
for their hard work and commitment to make the convention a successful one. I express my 
gratitude to UKaid-DFID for the financial support under its PROSPER Program.

I wish the National Convention a grand success.     
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Financial inclusion for inclusive growth, poverty reduction and financial stability has become a 
global agenda following the global financial crisis in 2007-08. A systematic approach has been 
adopted by the World Bank to monitor the progress and assess policy effectiveness. But in most 
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Over the two-day national convention on August 18 and 19, there will be five technical sessions 
and each session will focus on one issue. The keynote presenter will present the theme paper of 
each session and this will be followed by a panel discussion. Panelists will focus on the session 
theme based on the findings of our study and discuss the way forward for a comprehensive policy 
set. This is our expectation that all these discussion will help the policy makers, MFIs, banks and 
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Bangladesh.

I deeply acknowledge the contribution of the Chairman and members of the Governing Body of 
InM in organizing this great event. Finally, my heartfelt thanks are due to all my colleagues of InM 
for their hard work and commitment to make the convention a successful one. I express my 
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I wish the National Convention a grand success.     

 

Professor M. A. Baqui Khalily
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SUMMARY

RETURNS TO MICROENTERPRISES AND ACCESS
TO FINANCE IN BANGLADESH

Farah Muneer and M. A. Baqui Khalily
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Introduction

Since the past decade the sectoral transformation in Bangladesh from farm to nonfarm activities 
has drawn much attention of the policymakers and development thinkers because of its prospects 
in creating low cost employments through forward and backward linkages. If we observe the labour 
force survey by Bangladesh Bureau of Statistics (BBS) (2010), we find that labour participation in 
farm sector is 47.3 percent against 51.3 percent in 2000 where as labour participation in non-
farm sector is 52.7 percent against 48.7 percent in 2000. These nonfarm activities adopt labour 
intensive technology, absorb additional labour from agriculture sector and contribute to poverty 
reduction through higher productivity and higher profits. According to economic census of BBS 
(2013) there are some 80 million economic units1 compared to some 37 million in 2003 and out of 
these 80 million more than 35 percent of economic units are economic households2. The majority 
of these economic households are microenterprises. Despite having a small share in economic 
units small and medium enterprises occupy a major position in industrial development policy of 
Bangladesh. Although small enterprises have little share in total SME loans, microenterprise are 
left out of formal banking system because of high transaction cost and proper monitoring system. 
In Bangladesh large and medium enterprises have more access in formal credit market and micro 
and small enterprises have more access in quasi formal and informal credit market (Khalily et al. 
2012). Table-1 validates this point by showing that loan disbursement for microenterprise purpose 
by microfinance institutions are more than 25 percent of total loan disbursement from 2011-2013 
along with around 8 percent of active borrowers.

Table-1: Share of Microenterprise loan and borrowers in Total loan and Active Borrowers

Year 2011 2012 2013

Total Loan Disbursement (Tk. In Million) 440288.84 498101.88 566841.57

Percentage of Loans Allocated to 
Microenterprise

26.95 % 28.48% 27.74%

Total Active Borrowers 27172553 25952400 26728034

Active Microenterprise Borrowers as a 
Percentage of Total Active Borrowers

7.6 % 7.9 % 8.9 %

Source: Bangladesh Microfinance Statistics 

Access to credit can affect microenterprise growth in two ways; starting up and scaling up its 
operation. With credit a household can start an enterprise and also if it is already involved in enterprise 
activity it can expand its operation by using more credit. Only around 23 per cent of the enterprises 
in Bangladesh have access to credit for starting up and only around one-third of the enterprises 
have access to credit for scaling up of enterprises (Khalily et al. 2012). Other studies such as 
Mukherjee and Zhang (2007, 2005) showed that access to credit induces enterprise entry into the 
nonfarm market and thus contributes to growth. A good number of literatures acknowledged the 
role of access to credit in boosting up enterprises’ productivity and growth (Johnson et al., 2002, 
Levine et al., 2000, McMillan and Woodruff, 2002, and Cull and Xu, 2005). Khalily and Khaleque 

1 Economic Unit is defined as a single establishment or economic household operating economic activities for profit, household gain 
or indirect benefit to the community.
2 Many households have non-agricultural economic activities such as cottage activities, shop or workshop in or within its premise. 
These are classified as Economic Household. However, economic activities operated in the household as well as economic activities 
operated outside the household such as hawking, operating own rickshaw/push cart/van/easy bike, street vendor etc. were included 
within the purview of the household based economic activities.
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(2013) showed that access to credit accounts for 2.8 percent increase in labour productivity than 
the enterprises not having access to credit. Availability of credit as a policy for starting up and 
scaling up of enterprises can be justified if we find that it has contributed to higher participation in 
enterprise activity resulting in higher production and productivity. Using nationally representative 
household survey data for 2014 this paper intends to investigate the impact of access to credit 
on microenterprise development focusing on microenterprise’s production, productivity and its 
capability to create employment in the light of access to credit. To study these outcomes we have 
taken three approaches:

1. Analysing microenterprise production using Cobb-Douglas Production Function and 
estimating the function through OLS.

2. Analysing microenterprise productivity using the same function however estimating it 
through IVGMM.

3. Analysing the participation in enterprise activity and the intensity of it by using two-part 
model / double hurdle model.

4. In addition, we intend to calculate the returns of microenterprises and find the determinants 
of microenterprise profitability using OLS.

Microenterprise & Access to Finance: Concept and Definition

Generally the word enterprise refers an action which involves some initiatives by taking a risk by 
setting up, investing in and running a business. However, there is no universal definition regarding 
which specific investment can be called microenterprise or small enterprise and so on. Some has 
defined it based on size of asset of the business, some has defined based on amount of loan used 
in business or some has defined it simply based on number of employees it has. In Bangladesh 
MFIs define microenterprise based on the loan size on the other hand, Bangladesh Bank defines 
it by size of asset and number of employment. BBS has divided enterprise by number of full time 
employees engaged in the enterprise. Khalily and Khaleque (2013) also define it the same way. 
However, their classifications are different from BBS. They consider firm to be microenterprise 
if it has less than 5 employees whereas BBS considered microenterprise to be less than 9 full 
time employees. This is consistent with Nixon (2005), Green et al. (2006) where they defined 
microenterprise with full time employees no greater than 5 including family labour.  In this paper we 
have defined it the same way as Khalily and Khaleque (2013) did. If we consider microenterprise to 
have less than 5 full-time employees including family labour than our sample consists 98 percent 
microenterprises and rest are small enterprises. However, our classification is different from Khalily 
and Khaleque (2013) in the sense that we further classified microenterprise as we find variation 
in terms of capital structure, debt-equity ratio and returns by its size of full-time employment. 
Our subsequent analysis will be based on classifying the microenterprises of our sample by 1-2 
full-time labour and 3-4 full time labour. This classification will be able to show us the variation in 
different outcomes even within the microenterprises. 

Generally by access to finance we mean access to credit, savings, and insurance. However, in the 
perspective of enterprises access to finance primarily means access to credit. That is what by large 
matter to them because with credit access they can relax their constraints and strive for achieving 
higher production which in turn expands their enterprises. Hence, in this paper we will be focusing 
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on the impact of access to credit on enterprise development. Another important point to mention, 
in this paper by access to credit, we mean access to credit from formal market and MFIs. We are 
not considering access to informal credit in this case.

Financial Performance of Enterprises

Our data suggests that 78 percent of households having enterprise are non poor where as the 
households without enterprise that could cross the upper poverty line is 70 percent. It seems that 
households with enterprise participation have higher income with higher consumption and these 
households are more likely to be non poor relative to the households without enterprise. If this 
is true then these enterprises must have positive profit and positive rate of returns to influence 
households’ income and consumption gains. In this section we evaluate the financial performance 
of enterprise as it is the profitability of enterprise that will tell us if it can influence the income and 
consumption of households. In this paper we have calculated return on asset (ROA) and profit 
margin which is also known as return on sales. These returns can be interpreted as enterprise profit 
as a percentage of asset and sales respectively. While calculating net profit we need to consider 
three types of costs. These are operating cost other than labour costs, cost of hired labour and cost 
of family labour. One of the salient characteristics of rural enterprise is that it employs mostly family 
labour rather than hired labour.  As enterprise do not actually pay the family labour we calculated 
the cost of family labour by the wages that is forgone by those family labours if they would have 
chosen the best alternative work. This is called opportunity cost of labour. We have considered 
the prevailing median nonfarm daily wage to be the opportunity cost of family labour depending 
on the whether it is located in rural area or urban area. Lastly, we multiplied it with total man days 
of labour provided by family members. In the table below we have calculated profit considering 
the opportunity cost and without considering the opportunity cost. The profit calculation without 
considering opportunity cost is known as financial profit and the profit calculation allowing for 
opportunity cost is called economic profit.

Table-2 presents the financial elements of the enterprises. We observe that size of enterprise in 
terms of asset is getting bigger as we move from the microenterprise to the small enterprise. 
Even within the microenterprise, enterprise with 3-4 full-time employees have considerably larger 
asset than that of enterprises with 1-2 full-time employees. Same trend we observe in the case of 
revenue. However, the rate of increase in financial profit is lower than the rate of increase in asset and 
revenue. Hence we find microenterprises have higher returns on an average than small enterprises. 
Nevertheless, we observe an exception in the case of ROA for small enterprise. Here we find 
financial profit has increased more than the increase in asset compared to microenterprises with 
3-4 full-time employees. Hence, we find higher ROA for small enterprises than the microenterprises 
with 3-4 full time employees.
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Table-2: Financial Performance of Enterprises for the Year 2013-14

Microenterprise Small Enterprise

Enterprise having 
only 1-2 full-time 

employee

Enterprise 
having full-time 
employee 3-4

Enterprise having full-
time employee >=5

Aggregate

Total Asset (in Tk.) 132769.3 634861.3 845668.9 175959.2

Total Revenue (in Tk.) 1063295 3375402 8430865 1344187

Financial ROA 107.80% 52.12% 62.13% 91.84%

Economic ROA 56.92% 37.53% 52.71% 52.49%

Financial ROS 13.46% 9.80% 6.23% 12.02%

Economic ROS 7.11% 7.06% 5.29% 6.87%

However, both in financial and economic terms, microenterprises with 1-2 full time employees have 
the highest ROA and ROS. Economic ROA and profit margin (ROS) for this group is 57 percent 
and 7 percent respectively. This is because to operate a “small” microenterprise small investment 
is sufficient. For example, a rickshaw puller can buy a rickshaw with one time investment of Tk. 
5000-7000.With this much investment he can earn at least Tk.  4000-5000 per month. Therefore, 
obviously the return on investing in rickshaw is much higher. On the other hand, investing in a 
grocery store requires a significant amount of money. It also has to incur considerable amount of 
labour cost. Hence, it is difficult to generate profit quickly as much as the investment or as much as 
the total asset. Therefore we observe from the analysis that the average return of microenterprises 
is higher return than that of small enterprises. The overall economic return in terms of asset and sale 
is 52 percent and 6.8 percent respectively. Our result shows considerably lower returns compared 
to Wooldruff et al. (2008) and Khandker et al. (2013). It is because we have included cost of fund 
in the return calculation.

So far we have observed the financial performance of the enterprises. it is important to note that 
we did not find any of the enterprises in the sample reporting negative financial profit. Does that 
actually mean no enterprise is incurring negative profit in real sense? If we want to answer this 
question we have to consider the economic profit of the enterprises because in order for earning 
real profit we need to know what the entrepreneurs could have earned instead of participating 
in enterprise. From our data we find that around 20 percent of enterprises in our sample are 
incurring negative economic profit and 97 percent of them are microenterprises with 1-2 full time 
employees. One interesting point is that these enterprises have average annual loan amount of Tk. 
6000. Whereas the enterprises with positive economic profit have average annual loan size of Tk. 
22000. We also find considerable difference in financial profit between these two groups. What 
factors make the differences in financial profit? Does loan size play any role in boosting up financial 
profit? The next section will answer this question.

Determinants of Enterprise Profit

We estimated an OLS model on financial profit to investigate the determinants of profits. As our 
model contains heteroscadasticity we used robust standard errors to explain the results. The 
positive sign of the coefficient of the age variable and the negative sigh of the coefficient of its 
square together imply that financial profit at first increases with age however it will decrease after 
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a certain point. We also find that if the entrepreneur is male then financial profit is expected to 
increase by 0.42 percent than the entrepreneur being a female. This reflects the social norms of 
Bangladesh especially in rural areas. Our result shows the higher the enterprise is experienced 
meaning that the more operating years it has it is expected that the more financial profit it will 
make. The result is significant as well. We also find asset size, debt-equity ratio operating cost of 
enterprise have significantly positivity impact on profit. However, if there is too much dependency 
on debt than the enterprise might get into trouble as its cost of interest will go up. Hence profit 
might be decreased. Therefore we find that financial profit initially increases with the increase 
in loan. Nevertheless, it does so at a decreasing rate and beyond a certain loan size profit will 
decrease significantly. We also find that transportation sector has the highest financial profit among 
all the four sectors followed by service sector. The result shows enterprises in transportation sector 
and service sector have 0.29 percent and 0.18 percent higher financial profit than manufacturing 
and business sector. 

Table-3: OLS regression on determinants of financial profit (taken in Log)

Variables Coefficient Robust Std. Error

Entrepreneur’s Age 0.0277*** 0.00638

Entrepreneur’s Age2 -0.00029*** 0.00006

If the entrepreneur is Male 0.42138*** 0.07511

Entrepreneur’s period of study -0.00065 0.00340

Enterprise’s years of operation 0.0088*** 0.00199

Enterprise’s total asset (log) 0.20846*** 0.01200

Enterprise’s operating expense (log) 0.09020*** 0.01080

Enterprise’s Debt Equity Ratio 0.05106*** 0.02327

Enterprise’s  Debt-Equity Ratio2 -0.00195** 0.00135

If the enterprise is in manufacturing sector 0.07048 0.07107

If the enterprise is in transportation sector 0.29565*** 0.05995

If the enterprise is in business sector 0.06358 0.05534

If the enterprise is in service sector 0.18401*** 0.07905

Constant 7.1816*** 0.19407

Observation 1829

Impact of Access to Credit on Enterprise Production and Productivity 
using Cobb-Douglas Production Function

We have found from the regression analysis that loan size matters in boosting up financial profits. 
We found that financial profit increases at a decreasing rate if there is an increase in loan size. 
We also have observed from the previous analysis that “small” microenterprises (with 1-2 full time 
employees) have on an average small loan size.  Does this indicate that there might be a crucial 
role of credit in enterprise growth? One of the ways to answer this question is to analyse enterprise 
production, productivity and its ability to create additional employment. Several numbers of studies 
have been undertaken on the impact of access to credit on productivity and production. Most of 
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the results have been positive (Levine 1991; Smith and Starr, 1995; Khalily and Khaleque, 2013). 
On the other hand, Khadker et al. (2013), Wooldruff (2008) find negative impact of credit on return. 
The subsequent sections will investigate the impact of access to credit on enterprise production, 
productivity and employment. 

Generally access to credit is expected to increase productivity because with more credit enterprise 
can have more capital and can produce more output given at a level of employment. As a result, 
it will increase the average productivity of labour. The marginal productivity of labour may also 
increase if the labour is under utilized in absence of credit. Let us consider an enterprise that has 
only two inputs capital (K) and labour (L). With these two inputs enterprise can produce Y output 
which specifies as follows:

Ln(Y) = a + α Ln(K) + β Ln(L) + ε, where ε is the error (or disturbance term) which is included to 
capture the effects of exogenous and endogenous variables not included in the model. We regress 
the output (Y) on capital (K) and labour (L) irrespective of whether the firms have access to credit 
or not. Then we run the similar regression only for those firms having access to credit. Lastly, we 
run another regression of output on capital and labour for the firms not having access to credit. In 
our regression model by output we mean the revenue of the firm, by capital we mean the present 
value of asset and by labour we consider only the number of full time labour employed in that 
firm. Table -4 shows the OLS estimation of log of output on log of capital and log of labour. We 
have found both the coefficients of inputs are positive meaning that both capital and labour has 
significant positive contribution in increasing the output though capital has more contribution than 
full time labour in all the cases. Also we can notice from the result that firms with access to credit 
have increasing returns to scale which means increasing the inputs will lead to increase in output 
more than the increase in inputs.  On the other hand, firms with no access to credit have constant 
returns to scale.

Table-4: OLS Estimation on Output or sales under different status of credit

Explanatory Variables Aggregate Access to Credit No access to Credit

Log of Capital 0.5071***

(0.0176)

0.5212***

(0.0493)

0.4961***

(0.0194)

Log of Full time Labour 0.4697***

(0.0693)

0.5044***

(0.1474)

0.4862***

(0.0789)

Constant 7.4937***

(0.2103)

7.2034***

(0.5941)

7.6574***

(0.2309)

No. of Observation 1629 316 1313

So far we have observed that credit has a contribution in increasing the output. Does that also 
mean it has a contribution in increasing productivity of labour and capital or any of them? In table-5 
we show some descriptive statistics of sales revenue, sales productivity of asset and labour for the 
group having access to credit, having no access to credit. We find that the enterprises with access 
to credit have higher sales revenue. This is also true for average sales productivity. However, we find 
sales productivity of asset is almost same for both the group. From the table it is also observed that 
sales labour productivity has the highest gains due to access to credit. Enterprises having access 
to credit have 30 percent higher sales productivity of labour than the enterprises have no access. 



INSTITUTE OF MICROFINANCE (InM)22

Table-5: Average Revenue and Productivity of Labour and Capital

Have access to credit
Have no access to 

credit
% gains due to access 

to credit

Average Sales Revenue 1539552 1288746 19.46%

Average Sales 
productivity of labour

1235163 950116
30.00%

Average Sales 
productivity of asset

22.45 22.43
0.09%

It is important to note that, in the production model we did not use credit directly as an input of 
the production because credit contributes to increase in output through its impact on the use of 
capital and labour. It does not have a direct impact on production. Also participating in the credit 
market is also not an independent decision. Therefore, if we directly use it our model will suffer from 
endogeneity.  To test endogeneity in the model we used Durbin-Wu-Hausman test for endogeneity. 
This test confirms that the access to credit variable is endogenous. The most common ways 
to estimate the models with endogenous variables are estimated with two stage least squares 
(2SLS). As we are observing the impact of credit from formal and quasi formal institutions in 
enterprise productivity, we consider the distance of the nearest bank from the location of enterprise 
as instrumental variable. In our model we also observed heterogeneity when we performed white 
test. Therefore, IV2SLS will not be appropriate for this model, instead we will use IVGMM as it will 
give us consistent and efficient estimates.

Table-6 shows the IVGMM estimation for impact of credit on capital productivity and labour 
productivity along with total factor productivity that captures effect of all the factors on output other 
than labour and capital. From the analysis we find that access to credit has a significant positive 
impacts the productivity of labour and total factor productivity. However, it has no significant impact 
on capital productivity. It is observed that firms with access to credit have 6.5 percent higher 
labour productivity than the firm with no access to credit. It is also important to note that training 
and education helps to increase the labour productivity significantly by 0.51 percent and 0.07 
percent respectively. Now the question is do all the enterprises having access to credit have higher 
labour productivity or capital productivity? What about the unobservable factors that influences the 
efficiency of firm such as human capital or technological innovation or enterprising ability? These 
unobservable factors are captured by total factor productivity. We found that enterprises with 
access to credit have 3.5 percent higher total factor productivity that the enterprises not having 
credit access. TFP essentially determined by technology, innovation, human capital. It takes time 
to observe the impact on these factors.  In our cross sectional data TFP will probably capture 
the effect of entrepreneurial capability. From the analysis we can say that with access to credit 
entrepreneurs can flourish their capacity effectively. 
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Table-6: IV GMM Model to calculate the Effect of Access to Credit on Productivity of 
Labour, Capital and TFP

Labour Productivity ( n=1535)

Variables Coefficient Std. Error

If the enterprise have access to credit 6.5641** 3.1858

If any training received by entrepreneur 0.5079*** 0.1945

Entrepreneur’s  age 0.0085 0.0060

Entrepreneur’s  education 0.0709*** 0.0180

Operating years of the enterprise -0.0187 0.0162

Capital Productivity (n=1655)

If the enterprise have access to credit 0.7118 1.5493

If the enterprise operation in home-based -0.5651 *** 0.1093

Operating years of the enterprise 0.0131* 0.0073

Total Factor Productivity (n=1556)

If the enterprise have access to credit 3.5305* 2.0447

Operating years of the enterprise -0.0019 0.0202

If the enterprise operation in home-based -0.4852*** .13518

Impact of Access to Credit on Non-farm Employment

One of the objectives of this paper is to find out whether access to credit can help starting up an 
enterprise. Also we intend to observe if it helps a household to participate in enterprise activity 
what is the intensity of it? In other words, by participating in enterprise activity with the help of 
credit does the household now spend more days in non-farm activity relative to the enterprising 
household having no access to credit ? Data shows that 1 enterprise establishment generates 1.33 
number of full time employment and in total it generates 1.4 number of employment. However, 
does that mean it has a positive impact on creating non-farm employment? It can happen that with 
credit same number of labour is producing more output now if they were underutilized before. On 
the other hand, if the enterprise is operating in its full capacity and by taking credit it can expand 
its operation then it will hire more labour. In this section we intend to find out which way access 
to credit works for our data. Does it play any role in increasing non-farm employment? The next 
section intends to answer this question.

To find out the impact of credit on non-farm employment we need to address two different 
outcomes. The first one involves those who are already involved in non-farm employment prior 
taking credit. What we want to know is how credit impacts the amount of days they are involved 
in non-farm employment once they get credit. The second one, involves those households that 
were not engaged in non-farm activities prior to credit, what we want to know is how credit having 
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access to credit will influence the households to participate in non-farm employment. These two 
types of outcome ill together constitute the total impact of credit on non-farm employment.  One 
common approach to model phenomena that give rise to this type of problem is to use the tobit 
model. If the decision to participate in the market is decoupled from the amount decision, then the 
tobit model is inappropriate. In these cases, the double-hurdle model presented in Cragg (1971) is 
an appropriate alternative to the tobit model. In this model our explained variable is number of days 
a household spent in non-farm activities.  So it will take the value 0 if the household is not involved 
in non-farm activity and it is take positive value if the household is involved in non-arm activity. 

Table-7: Hurdle Model Estimates of Equation for Total nonfarm Employment

Participation in non-farm 
employment

Days spend in non-farm 
employment

Coefficient Std. Error Coefficient Std. Error

Access to credit .4217608*** .0357424 4.209438*** .5748102

Working Age Male members of 
household 

.1634609*** .0207046 2.292723*** .3113846

Working Age Female members 
of household

. 1150154*** .0244869 2.234355*** .3708504

If Remittance received by 
household (dummy)  

-.5549051*** .04914 -7.117103*** .8291241

Age of Household head -.0047996*** .001479 .0103339 .0230415

If household head is male .5306156*** .0802536 5.788178*** 1.39592

Schooling Year of household 
head

-.0003309 .005998 .1494046** .0656827

Land ownership of household 
(decimal)

.0000759 .0001326 -.0030067* .0017156

Average Schooling years of 
Household

.0204007*** .0084893

Village Average Wage Rate -.0006072 .0003805 -.0025784 .0056197

Percentage of Extreme poor in 
village

-.1866581** .1020894

Hence, the participation decision and the amount decision both can be captured in this model 
in the light of access to credit. Table-7 shows that access to credit have a positive impact on 
both the participation decision and the amount decision meaning that having access to credit 
will influence the household positively to enter into the non-farm labour market that were not in 
non-farm employment before. It will also influence the days spent in non-farm activities positively 
meaning those who are already in the labour force are encouraged to work more, because the 
higher returns to labour made possible by access to credit. We have also observed that in previous 
analysis that access to credit induces higher labour productivity. Now the households will spend 
more days in enterprise activity. Both these impacts are highly statistically significant. 
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It is important to note that, while running double hurdle model we do not get the marginal impact 
of explanatory variables on explained variable. We can only derive the direction and signs from the 
regression. To get the marginal effect we have to use the ‘margins” command. In this case we will 
calculate the average marginal effect of access to credit on three different aspects:

1. The probability of the household to join the non-farm labour force.

2. The expected number of non-farm employment days given that the household participates 
in non-farm labour force.

3. The expected number of non-farm employment days for overall sample (irrespective of 
employment status).

Table-8 shows the average marginal impact of credit on non-farm employment. The result shows 
households with access to credit have 11.5 percent higher probability to participate the in the 
non-farm self employment activities. It is important to note that our data suggests that almost 88 
percent of enterprise’s capital is financed by entrepreneurs’ equity. Only 8 percent is coming from 
formal and quasi formal credit market. Also when we asked them about the major constraints 
they face in operating enterprise, 75 percent of enterprise mentioned that the major constraint 
is the lack of availability of credit. Hence, it is obvious that if credit is made available then more 
households can participate in non-farm activities. If we observe the overall impact of credit on 
non-farm employment we find it is positive and statistically significant. We find that on an average 
having access to credit will increase the expected number of non-farm working days by almost 
3 person days per month which means 36 person days per year. As we did not find the “amount 
effect” significant we can say that the major increase in non-farm employment days is coming from 
participation decision of the households to involve themselves in non-farm activities.

Table-8: Average Marginal Impact of Credit on Non-Farm Employment

dy/dx (marginal 
effect)

Delta-Method Std. 
Error

Impact of access to credit on participation 0.1152*** 0.0095

Impact of access to credit on amount 0.2196 0.4247

Impact of access to credit on non-farm employment 
days regardless of household’s employment status

2.9651*** 0.2697

Conclusion And Policy Implications

We have addressed to several critical questions in the paper. First, what is the rate of financial and 
economic returns to investment in micro-enterprises? Second, does access to finance increase 
efficiency in production? Third, what is the impact of micro enterprises on employment? Our 
results showed average rate of financial and economic return is positive. Only around 22 percent 
of the enterprises had negative economic rate of return. Furthermore, access to credit contributed 
to increase in production, labour productivity and total factor productivity. We also found that 
micro-enterprises with higher access to finance contribute to non-farm employment creation. 
Implications for the banks and MFIs can be drawn only when one looks at the capital structure and 
intensity of access to credit market.
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Our data shows that only 8 percent of capital of microenterprise is financed by commercial 
banks and microfinance institutions whereas this figure is 15 percent for small enterprise. These 
suggest that micro-enterprises have less access to bank credit. Arguably, banks may not provide 
credit to these enterprises because of higher transaction cost and presumed higher degree of 
risk. But micro-enterprises are promoted for inclusive growth, and it creates more employment 
opportunities. From this perspective, inability to finance micro-enterprises by banks may be 
counter-productive from the perspective of inclusive finance for inclusive growth. On the other 
hand, MFIs have been supporting micro-enterprises at the lower end with employment of 1-2 
persons. They are constrained by fund. MFIs with alternate low-cost funding will be able to scale 
up these enterprises and finance graduating micro enterprises.

Access to credit is a critical element in scaling up and higher level of productivity. Our results also 
showed that access to credit increases productivity of the enterprises with enterprising ability. It 
has also contributed to increase in scaling up. Therefore, given these findings, there is a need for 
promoting micro-enterprises with appropriate financial policies of banks and MFIs.
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SUMMARY

ACCESS TO FINANCIAL SERVICES IN BANGLADESH 
– A DEMAND SIDE STUDY
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INTRODUCTION 

A financial system that functions effectively and efficiently in mobilizing funds to most productive 
uses can help in boosting economic growth of a country and reducing poverty. For a well-oiled 
financial system, financial inclusion is imperative. 

The Institute of Microfinance (InM) conducted household demand-side study titled “Access to 
Financial Services in Bangladesh’’ to measure financial inclusion in Bangladesh, covering all 7 
divisions with all districts except Rangamati. It is a cross-sectional survey which has been 
conducted in 2010 and 2014. The sampling design of the survey in 2010 has been adopted 
from the Household Income-Expenditure Survey of Bangladesh Bureau of Statistics (BBS).  Both 
rural and urban regions are covered in the survey.  This is a comprehensive follow up survey on 
financial inclusion, with an attempt to cover information on all financial services and sectors. The 
design of the survey enables to address and measure access to different financial markets (formal, 
microfinance and informal), and various indicators through financial services/instruments (credit, 
savings, insurance, mobile banking, debit card). 

In the initial study of 2010, the definition of access to financial services was primarily based on 
three major indicators – savings, credit and insurance. Access to credit was defined based on 
past five years of transaction information and one year of transaction of informal credit. The study 
in 2014 kept the basis for definition of access to financial services similar to its predecessor. That 
is, savings, credit and insurance are the three major indicators even in this analysis covering all 
three sectors i.e. bank, microfinance and informal. However, since mobile banking was not very 
prevalent during past survey it was not included in determining aggregate financial inclusion. But 
the scenario has changed now and mobile banking is one of the popular means of conducting 
financial transactions. Since, mobile banking accounts are tied with banks it is considered as a 
formal financial service and included in formal/bank sector; while mobile banking as a whole is 
included in aggregate access to any financial services. 

That is why, in 2014 study, percentage of mobile banking accounts are not only part of formal or 
bank financial sector but also overall financial sector. It is also important to note that even though 
cross-sectional studies provide a detailed portrait of financial inclusion, it may still underestimate 
access to financial services, particularly credit. Since, an individual or household do not take loans 
every year it will not be reflected in survey. However, past borrowings indicate that a household can 
access credit but has no need of loan in a particular year. Thus, to provide a complete picture of 
financial inclusion, combined information on access to financial services based on 2014 and 2010 
survey is also provided.  

ACCESS TO FINANCIAL MARKETS

Bangladesh is one of the leading countries in South Asia in ensuring higher intensity of access of 
households to financial services. According to survey of 2014, financial inclusion in Bangladesh 
has increased over years.  Access to any financial services (which includes insurance) in any 
market is over 79 percent (Table 1) compared to 77 percent in 2010 survey. However, combining 
data of these two surveys shows that aggregate access to any financial service in 8 years is around 
89 percent.  
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Financial inclusion varies across divisions, regions and poverty status. Similar to findings of 2010, 
Barisal is the leading division in 2014 and naturally it is reflected in aggregate access. Second 
division with highest financial access is Khulna, and a notable finding in this case is that it has made 
a significant progress by increasing to 86 percent from 64 percent in 2010. It would appear that 
access in Dhaka and Chittagong division has declined, but it is important to note that survey of 
2014 survey covers three years unlike five years of 2010. Therefore, by observing access in last 8 
years, it can be seen that access to financial services in both divisions has risen. 

Table 1: Distribution of Access in Any Financial Market

20141

Cross Section (Past 3 
years)

20102

Cross Section (Past 5 
years)

Aggregate3

(Past 8 years)

National 79.25 76.77 88.85

DIVISION

Barisal 89.74 80.63 94.08

Chittagong 75.62 78.61 86.21

Dhaka 74.02 78.85 85.77

Khulna 85.44 63.84 91.54

Rajshahi 83.63 79.74 92.07

Sylhet 73.87 70.3 86.45

Rangpur 84.19 n/a* 92.27

REGION

Rural 78.35 75.52 89.34

Urban 82.34 81.68 86.84

POVERTY STATUS

Non-Poor 82.66 79.39 90.93

Poor 70.98 70.57 83.71
1 Survey conducted in 2014, covering 2011-13.
2 Survey conducted in 2010 covering 2005-2009.
3 Combined with survey conducted in 2010, covering 2005-2013

*Not a division in 2010

Source: Khalily et al. (2010; 2014), Access to Financial Services  in Bangladesh, InM

Access To Formal Market 

In the survey of 2010, formal market mainly consisted of bank services such as savings and credit, 
and insurance. However, with the emergence of mobile banking, formal market also includes 
households that have mobile banking account in a bank, thus broadening the definition of this 
market. Table 2 shows the distribution of access to formal market. 

Recent findings reveal that more households can now access formal sector.  The increase in 
access is more than 5 percentage points whereas on aggregate level it is poised at 55.43 percent.  
Access to formal market varies by division. The sector seemed to have expanded in Barisal as 
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percentage of households in this sector stood at 52 percent as opposed to 38 percent in 2010. In 
fact, overall most divisions either experienced increased or unchanged formal financial inclusion. 
More than 40 percent of households in rural region can access formal financial services. Granted 
this is still less than urban region, but the increase is around 8 percentage points, indicating that 
gradually more rural households are being included in formal finance. 

Table 2: Distribution of Access in Formal Market

20141

Cross Section (Past 3 
years)

20102

Cross Section (Past 5 
years)

Aggregate3

(Past 8 years)

National 42.57 37.02 55.43

DIVISION

Barisal 51.48 37.91 62.72

Chittagong 40.75 41.65 56.91

Dhaka 38.56 41.05 50.73

Khulna 50.54 36.64 60.80

Rajshahi 40.52 28.7 56.18

Sylhet 44.24 35.52 57.61

Rangpur 45.25 n/a* 54.55

REGION

Rural 40.49 32.8 54.73

Urban 49.76 53.53 57.85

POVERTY STATUS

Non-Poor 49.79 44.42 61.83

Poor 24.19 19.43 39.11
1 Survey conducted in 2014, covering 2011-13.
2 Survey conducted in 2010 covering 2005-2009.
3 Combined with survey conducted in 2010, covering 2005-2013

*Not a division in 2010

Source: Khalily et al. (2010; 2014), Access to Financial Services  in Bangladesh, InM

Due to fees, collateral, and lack of financial literacy, formal market is not easily accessible by 
the poor. Only over 19 percent of poor households had access to formal services in 2010. The 
findings of 2014 survey shows that more poor households can access this market; however, with 
increase of 5 percentage points, it is still significantly less than that of non-poor households. Even 
on aggregate level, the difference between poor and non-poor is significant, implying that formal 
sector does not and/or cannot serve marginalized groups of the country. 

Access to Microfinance Market 

On national level, access to microfinance sector has been higher than formal sector even in 2010. 
Services that are included in this sector are savings and credit. Even with these basic services, 
microfinance has been ahead of formal sector in terms of financial deepening. In study of 2014, 
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percentage of households able to access these service stood at 47.  It may not seem like a big 
jump from the 2010 estimate but by looking into the combined aggregate data it can be seen that 
61 percent of households have access to microfinance sector (Table 3).

In four divisions, access is over fifty percent of the households. However, in divisions like Khulna, 
Rajshahi and Rangpur more households are using microfinance service than bank or formal 
services. On the other hand, households in Barisal, Dhaka, and Chittagong have access to both 
sectors.  Sylhet division has the lowest portion of households under microfinance sector and 
formal finance is a relatively dominant sector there. 

In previous survey, findings indicated that significantly higher percentages of rural households 
than urban ones could have the accessibility to microfinance services. However, according to 
recent survey, outreach of microfinance in urban areas has expanded. More than 45 percent of 
households in urban areas can now use these services, even though it is still lower than rural region, 
the expansion of the sector is one to be noted. Target of microcredit programs is poor population 
of the country, thus, it makes sense that majority of the households accessing microcredit will be 
poor. Even though estimates of both surveys indicate that there are more poor households, as 
there should be, but there has been significant presence of non-poor households. This can be 
attributed to a factor like graduation of significant portion of the poor households, and/or mis-
targeting of the non-poor households. 

Table 3: Distribution of Access in Microfinance Market

20141

Cross Section (Past 3 
years)

20102

Cross Section (Past 5 
years)

Aggregate3

(Past 8 years)

National 46.91 43.23 61.32

DIVISION

Barisal 54.04 53.3 67.85

Chittagong 38.54 36.14 51.50

Dhaka 39.35 41.42 57.69

Khulna 57.48 35.35 65.10

Rajshahi 56.41 56.17 69.55

Sylhet 35.60 24.7 45.88

Rangpur 58.99 n/a* 76.03

REGION

Rural 47.34 46.39 63.90

Urban 45.43 30.88 52.41

POVERTY STATUS

Non-Poor 45.72 39.67 59.93

Poor 50.57 51.7 65.58
1 Survey conducted in 2014, covering 2011-13.
2 Survey conducted in 2010 covering 2005-2009.
3 Combined with survey conducted in 2010, covering 2005-2013

*Not a division in 2010

Source: Khalily et al. (2010; 2014), Access to Financial Services  in Bangladesh, InM
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2.1 Informal Market 

Table 4: Access to informal market, 2011-13

Savings Credit Aggregate

National 2.39 19.55 21.10

Barisal 1.97 30.77 31.76

Chittagong 1.99 12.27 13.86

Dhaka 1.74 14.64 15.86

Khulna 2.33 38.72 39.59

Rajshahi 3.69 22.14 24.49

Sylhet 2.46 16.02 18.07

Rangpur 3.09 15.88 17.73

REGION

Rural 2.50 21.24 22.79

Urban 1.89 13.26 14.68

POVERTY STATUS

Non-Poor 2.55 20.31 22.01

Poor 2.02 18.13 19.27

Access to informal credit is calculated on one year basis especially since it could be difficult for 
respondent to recall long term loans. In first round study access to informal finance (credit and 
savings) was 26 percent, with 6.6 percent and 22 percent having access to savings and credit 
respectively. Recent cross-sectional study shows that fewer households are accessing informal 
market. Informal credit fell below 20 percent, which is an encouraging finding indicating that 
formal and microfinance sector is gradually stepping in or rather dependency on informal sector, 
is reducing. It has been found over 2 percent of households have access to savings via ROSCA 
(Rotating Savings and Credit Associations). On the other hand, nearly 20 percent of households 
used informal sector as means of acquiring credit. It is not surprising to see that households in rural 
region access more of informal sector than that of urban. Even though percentage of households 
in informal sector seems to have reduced, it is still present as an important source of credit and 
savings. However, households still have more access to microfinance market than informal one. 

Who does or does not have access to financial services? 

So far access to different financial markets and products has been shown. The question is, 
who does or does not have access to financial services? Are the households homogenous in 
characteristics? The access to financial services has been evaluated in terms of three basic 
household characteristics – occupation, education and income. 

The results, as reported in Table 5, generate some important findings on the characteristics of the 
households excluded from the financial markets or have access to different markets in varying 
degree. First, almost quarter of the day-labor led households do not have any access to any 
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of the financial markets, similar portion have access to informal finance. Less than 24 percent 
of day-labor led households have access to formal finance but almost 57 percent are capable 
of accessing microfinance market. Self-employed led households are not far behind in terms of 
microfinance accessibility as over 53 percent of them are capable doing so. This is the group 
with least non-accessibility. Half of households with heads who are professional or in service can 
access formal finance and they are the group accessing informal market the least.  Second, there 
is a positive trend between education of the household head and intensity of access to financial 
services. More than a quarter of the households headed by person with no education are left out 
of any financial market. They do not have any access. However, these households are also leading 
in terms of access to microfinance but trailing in formal market. Access to microfinance gradually 
declines with level of education; it remains above forty percent up to households headed by a 
person who has 9 years of formal education. On the other hand, more educated households with 
head having more than HSC have more access. Only around 6 percent of these households do 
not have any access. Findings also suggest that there is a positively link between education and 
access to formal finance.  

Table 5: Characteristics of Households having any access to any financial Services

Characteristics

Aggregate 
Access to 

any financial 
services

Access 
to Formal 
Finance

Access to 
Microfinance

Access to 
informal 
finance

No Access 
to Financial 

Services

Occupation of Household Head 

Labor 75.46 23.39 56.91 25.52 24.54

Self-Employment 83.71 46.87 53.07 24.37 16.29

Service/Professional 79.05 51.37 35.16 14.21 20.95

Education of HH head  

Illiterate 73.49 27.39 50.41 22.47 26.51

Up to 5 79.86 40.05 49.98 22.96 20.14

Up to 9 83.83 55.38 45.7 20.72 16.17

S.S.C 87.17 70 38.17 14.67 12.83

H.S.C 89.34 79.1 32.38 15.57 10.66

Above H.S.C 94.38 87.19 20.63 11.25 5.62

Income Quintile 

Lowest 64.45 25.36 40.54 20.43 35.55

Second 78.06 29.18 54.59 25.35 21.94

Third 79.38 35.64 51.97 22.29 20.62

Fourth 83.9 49.07 47.88 19.63 16.1

Highest 90.28 73.7 39.24 17.83 9.72

Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM

Third, households having lower income level have low access to financial services compared to 
the households belonging to the higher income groups. Only about 65 percent of the households 
in lowest income quintile compared to 90 percent of the households in highest income quintile 
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have access to any financial services. However, unlike the positive trend between income and 
accessibility, relationship with microfinance at first shows an increasing trend till third quintile and 
then it starts declining. This is rather in line with the objective of MFIs, i.e. targeting poor and 
marginalized people.  

Access to Credit 

The issue of underestimating financial inclusions especially access to credit in a cross-sectional 
study has been raised in previous sections. The argument is that borrowers could have borrowed 
in past but not recently; hence, accessing access to credit solely based on survey years would be 
underestimated. 

Table 6: Two Measures of access to credit

2014 2010

Financial Services Within 3 Years Within 1 year Within 5 Years Within 1 year

Access to Bank Credit 8.95 2.86 7.99 3.14

Access to MFI Credit 40.1 35.52 36.64 27.6

N 8407 8475 8936 8936

Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM

The comparison between two periods confirms just the case of underestimation if access is based 
on short-term analysis. Based on the survey year borrowing, it can be seen that less than 36 
percent of households could borrow, as opposed to 40 percent in last 3 years (Table 6). Formal 
borrowing is just under 3 percent as opposed to 9 percent in last 3 years. Based on the transaction 
in formal and microfinance market for one last year, over 37 percent of households managed to 
have access to credit, as opposed to over 45 percent within 3 years. This comparison and long-
term analysis reveals that access to credit and financial inclusion can easily be underestimated if 
only short term transactions are considered. 

An analysis of credit service in Bangladesh based on cross-sectional data is given in Table 7. 
Access to microcredit is highest among households. On the other hand, households resort to 
informal market more than formal sector in search of credit. It can be attributed to the fact that 
banks are not available in many places. Even in presence of a formal institution in the area, potential 
borrowers who are not finance savvy or literate could be deterred due to paper work. However, 
percentage of households having no access to credit any market is 46 and this is quite high. 
Dhaka and Sylhet are the divisions with higher percentages of households having less access. 
But it is rather interesting to see that households in urban region have less access to credit than 
that of rural region. This is partly due to the fact that microfinance institutions managed to provide 
the much needed credit to rural areas and poor households of Bangladesh, and compensated 
for lack of formal credit available. It is to be noted that even though cross-sectional analysis will 
underestimate access to credit and as a result overestimate no-access to credit in any market, it 
gives an idea of the situation of credit services of last 5 years or so. 
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Table 7: Distribution of access to credit services

Division & 
Region

Access to 
credit in any 

market

Access to 
Microcredit

Access to 
Bank  credit

Access to 
informal credit

No access to 
any market

2014 2010 2014 2010 2014 2010 2014 2010 2014 2010

National 53.96 54.12 40.1 36.64 8.95 7.99 19.55 21.78 46.04 45.88

DIVISION

Barisal 70.61 66.37 47.73 50.34 20.32 16.73 30.77 27.05 29.39 33.63

Chittagong 42.42 48.16 31.20 24.74 4.14 6.51 12.27 27.81 57.58 51.84

Dhaka 44.59 50.63 32.98 33.35 7.41 8.09 14.64 17.32 55.41 49.37

Khulna 70.97 41.14 50.34 31.24 13.59 9.38 38.72 8.70 29.03 58.86

Rajshahi 63.89 68.47 50.43 51.51 8.18 6.96 22.14 27.95 36.11 31.53

Sylhet 43.83 45.42 28.60 23.69 6.79 3.91 16.02 27.19 56.17 54.58

Rangpur 63.02 n/a 50.93 n/a 11.88 n/a 15.88 n/a 36.98 n/a

REGION

Rural 55.47 52.08 40.31 32.94 9.34 9.06 21.24 22.59 44.53 47.92

Urban 48.76 58.97 39.40 45.42 7.62 5.44 13.26 19.86 51.24 41.03

POVERTY STATUS

Non-Poor 54.46 56.17 39.39 39.10 10.72 7.59 20.31 23.05 45.54 43.83

Poor 53.34 46.10 42.63 27.00 4.26 9.56 18.13 16.83 46.66 53.90

Source: Khalily et al. (2010; 2014), Access to Financial Services  in Bangladesh, InM

It is rather clear from this table that whether analysis is conducted in panel (long) or cross-sectional 
(short), the dominance of microfinance institutions (MFIs) suppliers of credit in financial market is 
robust.  In fact the presence of micro credit is higher than formal one in both rural and urban areas.  
This trend is replicated across all 7 divisions. Influence of informal sector in providing credit is still 
significant, and it holds in all divisions, region and across poor and non-poor, i.e. it is higher than 
formal. Therefore, even though formal sector have made progress over the years, it is evident that 
for deepening of financial market, formal institutions and services, especially credit, need to be 
more accessible. 

Who are Credit Constrained?

The aggregate data on access to financial services reveal that according to survey conducted 
in 2014, over 79 percent of the households have access to financial services (89 percent over 8 
years) and 54 percent have access to credit. Microcredit is the dominating source as 40 percent of 
households have access to it. Nevertheless, there are still substantial portion of households without 
access to credit. Despite improvement in network of banks and microfinance institutions, informal 
market persists to exist and over 19 percent of households rely on this market for credit. Several 
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factors may contribute to it: (i) unique product features of informal credit, and (ii) unmet demand for 
credit of the borrowers in formal and microcredit market. Therefore, there are two broad groups of 
households who are either partly or fully rejected in credit market or do not apply for loans for some 
reasons. The question is, why? Are they credit constrained? They may be subject to supply-side 
constraint and/or demand side constraint.  The supply side constraints arise when an applicant 
is either rejected or partly rationed out by the lender. The demand side constraints arise when a 
potential borrower fails to apply for several reasons including price, transaction cost and perceived 
risk.

Individual Level 

The credit constraint is looked from two perceptive, supply-side and/or demand side constraint. 
The individuals who applied for loans to a lending institution but either got rejected or received 
partial loan, are the ones who are supply side constraint. There are also individuals who did not 
apply for loan in last 5 years for various reasons. In this case, their perspective on supposed 
outcome in case of an application could reveal if they are demand side constrained or not. An 
individual would be demand side constrained s/he perceives that his or her loan application would 
get rejected while a response of “yes, will get loan” if s/he applied would imply unconstrained side. 

In this analysis, the individuals who are included are “potential borrowers”. A potential borrower 
is defined to be such an individual who is above 15 and not a student. Individuals under 15 and/
or students are less likely to borrow from lending institutions, thus, they are excluded from this 
analysis. 

Table 8: Credit Constraint at the individual level

Bank (n=23,181) MFI (n=23,181)

Credit constrained 42.9% 20.8%

Applied but partially or fully rejected (Supply Side) 0.3% 1.7%

(Among those who have applied) (24.2%) (12.3%)

Did not apply but perceived that will not get the 
loan (Demand Side) 

42.6% 19.1%

(Among those who have not applied) (41.4%) (21.2%)

Note: Constrained individuals are those who either applied for loan and got rejected or received partial amount, or did not apply for 
loan and think they would not receive it if applied.

Unconstrained individuals are those who have either have applied for loan and received the amount requested, or those who have not 
applied for loan and think they would receive it if applied. 

Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM

Among potential borrowers, 43 percent are credit constraint in case of bank loans.  Less than half 
a percent of individuals are partially or fully rejected in whole sample. However, among those who 
have applied for bank loans in last 5 years, 24 percent of them have had their application either 
partially or fully rejected (Table 8). There are also individuals who did not apply for loan and they 
were asked if they think they would receive loan from a bank if they apply. Nearly 43 percent of 
the sample perceive themselves credit constraint from demand side, i.e. they would not receive 
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loan from banks. Among those who did not apply, over 41 percent think their application would 
be rejected. 

Around 21 percent are credit constraint in microfinance sector. The percentage of individuals who 
are facing supply side constraint is poised at around 2 percent. Among those who have applied 
for microcredit, just over 12 percent either had their application rejected or received partial credit 
amount. On the other hand, demand side constraint is at 19 percent and among non-applicants 
around 21 percent perceive their application for microcredit would be rejected. What is rather 
observable is that more people are credit constraint is higher in case of bank than MFIs.  

Household Level 

Care should be taken while determining credit constraint at the household level because there 
could be multiple potential borrowers in one household. In this case households with at least 
one member who applied for loan are considered applicant household, while households with 
no applicants are deemed as non-applicant household. An applicant household is considered 
constrained if even one household member got rejected or received less than requested amount, 
i.e. supply-side constrained. A non-applicant household is constrained if all the household 
members perceive that their loan application will be rejected.  

Table 9: Credit Constraint at the Household Level

Bank (n=8,456) MFI (n=8,456)

Credit constrained 55.8% 35.2%

Applied but partially or fully rejected (Supply Side) 0.8% 4.8%

(Among those who have applied) (25.8%) (12.9%)

Did not apply but perceived that will not get the loan (Demand Side) 55.0% 33.4%

(Among those who have not applied) (56.8%) (48.3%)

Note: Constrained households -  either at least one HH member applied for loan and got rejected or received partial amount, or  no 
HH member applied for loan and every member think they would not receive it if applied.

Unconstrained households – either at least one HH member applied for loan and received full amount, or  no HH member applied for 
loan and at least one member thinks s/he would receive it if applied.

Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM

In banking sector, 59 percent of households are credit constrained. Less than one percent of 
applicant households are facing supply side constraint in whole sample. However, among these 
households more than a quarter has either had their applications rejected or loans partially 
sanctioned. Demand side constraint is quite high as 55 percent of non-applicant households are 
constrained. On the other hand, among non-applicant households, more than half feel that they 
would not receive a loan. 

Credit constraint is relatively low in case of microcredit, as 35 percent of households are constrained. 
Even though close to 5 percent of household are supply-constrained, among these applicant 
households, 13 percent constrained, this much lower than that of bank loans. Credit constraint 
from demand side is also lower than banks; in fact the overall trend is similar to individual analysis. 
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However, portion of either credit constrained individuals or a household in banking or microfinance 
sector is still quite high. This is something that the lenders need to think about. 

3. Access to Savings/Deposits

Deposit or savings account is a crucial financial service since it plays a significant role in mitigating 
risks and uncertainty. Households or individuals keep savings account for various reasons such 
as to tackle anticipated or unanticipated emergencies, to accumulate asset and so on. There 
are different means of saving for example keeping cash in hand, savings accounts in different 
institutions, fixed deposits etc. 

Access to savings or deposit is defined in terms 
of at least one member of households having 
deposit account with banks, MFIs or informal 
savings associations. From the survey (cross-
sectional) it is found that on almost 66 percent 
of households can access any form of savings 
i.e. bank, MFI or informal (Figure 1). Among 
these households over 13 percent have multiple 
accounts in different markets. Access to MFI 
savings account is the highest among all three 
markets with around 46 percent of households, 
and nearly 13 percent of these households have 
at least another account in another market. 
Around 31.5 percent of households have access 
to bank savings account while close to 13 
percent of them have accounts in other markets, 
so the trend of overlapping is similar in these two markets. On the contrary, only over 2 percent 
of households have access to savings in informal market, such as Rotating Savings and Credit 
Association (ROSCA), and fewer than 2 percent overlap with other markets. 

From panel it is found that 77 percent of 
households have access to savings services 
in any market. Savings with microfinance 
institutions are leading among all markets in 
both panel and cross-sectional analysis. Table 
10 shows access to account services of different 
markets at division and regional level, and 
poverty status from cross-sectional data (2014 
survey). Access to any kind of savings is above 
70 percent in Barisal, Khulna, Rajshahi and 
Rangpur. Households accessing bank savings 
accounts is highest in Sylhet and Khulna and 
in other divisions the difference in access is not 
major. It is observed that highest percentage of 

Source: Khalily et al. (2014), Access to Financial
Services in Bangladesh, InM

Figure 1: Access to account services, 2014
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Figure 2: Access to account services, 2010
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microfinance savings is in Rangpur division and lowest access can be seen in Sylhet division. 
Higher dominance of combined access to bank and MFI savings account is in four divisions: 
Barisal, Khulna, Rajshahi and Rangpur. In general informal savings are quite low in terms of access 
and among divisions both Rajshahi and and Rangpur consist over 3 percent of household with 
savings in informal market, while there is relatively low access in Dhaka division. 

Table 10: Access to Different savings market

Division & 
Region

Access to any 
savings

Access to bank 
savings

Access to 
microfinance 

savings

Access to bank 
& microfinance 

savings

Access to 
informal 
savings 

2014 2010 2014 2010 2014 2010 2014 2010 2014 2010

National 65.76 56.53 31.5 27.55 45.83 29.32 65.13 54 2.39 6.6

DIVISION

Barisal 71.20 42.51 33.93 20.59 51.48 23.34 71.01 40.69 1.97 2.59

Chittagong 61.06 60.43 31.93 32.13 37.68 25.97 60.65 56.04 1.99 8.69

Dhaka 58.82 60.77 29.35 33.19 38.56 27.98 58.14 58.41 1.74 6.57

Khulna 72.92 35.5 37.15 20.65 55.62 14.35 72.43 33.64 2.33 4.2

Rajshahi 73.96 63.98 29.27 21.52 55.23 45.18 73.01 62.05 3.69 7.92

Sylhet 61.11 47.84 37.24 29.33 34.77 16.53 60.49 44.95 2.46 4.2

Rangpur 73.35 n/a 29.55 n/a 58.37 n/a 72.52 n/a 3.09 n/a

REGION

Rural 64.13 53.92 29.18 22.72 46.19 31.6 63.49 51.30 2.50 6.68

Urban 71.39 66.74 39.50 46.52 44.58 20.36 70.81 54.56 1.89 6.32

POVERTY STATUS

Non-Poor 69.18 60.54 38.52 34.89 44.56 26.33 68.60 57.91 2.55 7.47

Poor 57.37 47.01 13.52 10.13 49.65 36.4 56.58 44.71 2.02 4.77

Source: Khalily et al. (2010; 2014), Access to Financial Services  in Bangladesh, InM

On regional level, over 71 percent of households in urban area have access to savings accounts in 
any market and in rural region the access is near 64 percent. It is expected that urban households 
will have more access to bank savings account than their counterparts in rural region, and it is 
reflected in the data as almost 40 percent of urban and less than 30 percent of rural households 
can access banks accounts. Percentage of households having access to savings in microfinance 
market in rural and urban regions is 46 and 44.5 respectively.
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In the figure above, intensity of access to savings by distance from nearest bank is given. In rural 
region, there is no clear pattern, perhaps it is due to the fact that there are relatively less banks or 
depth of banks. However, it is not the case in urban areas where depth of bank branches is rather 
high and households have multiple options in their ward or nearby area. The trend of decreasing 
intensity of access to savings along with higher distance from nearest bank is very clear. If nearest 
bank is situated within one kilometer radius, the intensity of access to savings is 71 percent. The 
intensity declines significantly by radius of 2 kilometers at 18.34 percent of households with access.  
The intensity of households accessing savings/deposits falls below 1 percent when nearest bank 
is beyond four kilometers. 

Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM

Figure 3: : Intensity of Access to Bank Savings by distance from nearest bank
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Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM

Figure 4:Intensity of Access to MFI Savings by distance from nearest MFI
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In case of distance from nearest MFI, overall intensity of access to MFI savings declines as distance 
increases. Although unlike banks, representatives of MFIs/NGOs go to households, opening and 
maintaining an account still requires visiting the institution When it is divided into rural and urban 
region, same relationship persists but in this case the intensity is considerably evenly spread out 
in rural region as opposed to urban one. The decline of intensity in rural region is gradual, e.g. 30 
percent of households within 1 kilometer and then 26 percent within 2 kilometer of nearest MFI. 
On the contrary, in urban region, first kilometer consists 72 percent of households with access to 
MFI savings and by 4 kilometer radius it is around 1 percent. Despite expanding their operations, 
number of MFIs in urban areas is relatively less but more importantly households have other 
options to keep deposits, i.e. banks. Hence, unless MFI is close to the household, there is not 
much incentive to keep deposits there.  

4. Role of Microfinance in Financial Inclusion 

It can be said that microfinance plays a significant role in deepening of financial inclusion in 
Bangladesh. Given its greater expansion in different parts of the country, MFIs enable mobilization 
of resource. Contribution of microfinance market and how it is important in terms of overall financial 
inclusion can be assessed by evaluating the deepening of financial market with and without MFIs. 

So far the tables have shown that MFIs have been offering financial services to larger population, 
poor, non-poor, rural and urban. However, following figures show the relative access to formal 
financial market with combined access to formal (bank) and microfinance markets. It will give 
a clearer picture of the significance of MFIs in terms of financial inclusion both in cross section 
and panel analysis. It is worth noting that access to formal services consists of savings, credit, 
insurance and mobile bank account, while access to microfinance includes savings and credit 
services. 

Source: Access to Financial Services, (InM, 2014)

Figure 5: Aggregate access to financial services
in formal and microfinance market (8 years)

Figure 6: Aggregate access to financial services
in formal and microfinance market (3 years)
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Table 11: Role of Microfinance in Financial Deepening

Explanatory Variables Financial Deepening 

Number of MFIs
0.0106**

(0.00476)

Distance from Bank
-0.00308

(0.00414)

Sq. of distance from Bank
0.000101

(0.000132)

Ratio of moderate poor
0.0544

(0.181)

Ratio of non-poor
0.152*

(0.0876)

Self-Employed
-0.0535

(0.0437)

Wage Employed
-0.0864*

(0.0450)

District Dummy Included

Constant
0.849***

(0.110)

Observations 166

Note: Financial deepening is defined as the percentage of households with access to financial services in a village or ward. 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1

In long term analysis (8 years), over 83 percent have access to microfinance and bank services, 
while it is just over 55 percent for access to formal market services (Figure 5). Contribution of 
microfinance sector can be perceived from the difference between two bars. It is evident that MFIs 
have played a major role in providing credit and even savings services. Access to credit to both 
markets is almost 60 percent, whereas only 13.5 percent of households have access to formal 
credit, a difference of almost 46.5 percentage points. Households accessing formal savings are 
almost 40 percent, while combined access is 77 percent, a difference close to 37 percentage 
points, i.e. contribution of MFIs/NGO.  In cross-sectional analysis the story is almost replicated. 
Difference in access to credit is around 36 percentage points with formal access at 9 percent and 
combined access over 45 percent. Similarly, percentage of households using formal savings or 
deposits accounts in banks is around 31.5 percent, nearly 34 percentage points below combined 
access to formal and microfinance savings. These results portray the vital role of MFIs in deepening 
of financial market. Despite making progress, reach of formal sector is still not deep enough, 
especially in rural region and to poor households. This is how microfinance market managed to feel 
the void and help to raise financial inclusion in Bangladesh.

The econometric analysis on village level further strengthens the importance of role of microfinance 
in expanding financial inclusion. Financial deepening is defined as percentage of households with 
access to financial services in a village or ward (for urban areas). The result shows that number 
of MFIs in a village has a positive significant effect on financial deepening (Table 11). On the other 
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hand, having wage employed households has a negative impact on financial deepening while non-
poor households attribute to more financial inclusion in a village. 

5. Financial Innovation and Financial Inclusion 

To expand financial inclusion, it is essential to innovate and improvise financial products to make 
broaden the outreach of financial service offered by institutions. This could involve introducing 
existing instruments or products that are in use and aided in financial inclusion in many developed 
countries or introducing completely new instrument or service. Financial sector of Bangladesh 
have seen of both existing and new ideas in past few years with introduction and use of ATM/debit 
card, credit card, Ten Taka account and mobile banking. Out of all these services mobile banking, 
which is a combination of having a mobile banking account or using other’s mobile account to 
transfer money, has experienced rise in popularity. 

5.1 ATM/Debit and Credit Card

Automated Teller Machine (ATM) or Debit card and Credit card are one of the instruments of 
E-Banking. Usage of ATM/Debit and Credit card makes transaction easier and it also reduces 
security risk as people do not need to carry lots of cash with them. Even though the usage of these 
instruments is not significantly high but it is slowly growing. 

Table 12: Intensity of ATM/Debit and Credit Card Services

ATM/Debit Card Credit Card

2014 2010 2014 2010

National 3.16 0.46 0.27 1.09

Division

Barisal 2.76 0 0 0.39

Chittagong 2.94 1.02 0.47 0.95

Dhaka 4.22 0.47 0.37 2.14

Khulna 2.35 0.54 0 0.22

Rajshahi 2.53 0.18 0.08 0.36

Sylhet 6.22 0.29 0.82 1.02

Rangpur 0.93 n/a 0.1 n/a

Region

Rural 1.82 0.24 0.17 0.51

Urban 7.77 1.32 0.63 3.36

Poverty Status

Non-Poor 4.14 0.17 0.37 0.22

Poor 0.61 0.6 0.04 1.49

Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM
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Popularity of ATM/Debit card is more than credit card. More than 3 percent of households use ATM 
are using ATM/Debit card and there is variation on divisional, regional and poverty level. Sylhet is 
the leading division among ATM/Debit card users with over 6 percent of households followed by 
Dhaka division, while Rangpur has the least number of households. As expected, there are more 
households in urban areas using debit card than rural areas. On the other hand, little over 4 percent 
of non-poor households has access to it while only little over half percent of poor households use it. 

In case of credit card, less than 1 percent of households use it. Once again, Sylhet is the division 
with highest credit card users with close to 1 percent of households, followed by Chittagong and 
Dhaka. Out of surveyed households, none have been found in Barisal with access to credit card. 
More urban households than rural have access to credit cards, and less than half percent of non-
poor households responded that they own credit card while users among poor households is 
negligible. 

5.2 Ten Taka Account

Bangladesh Bank has taken numerous initiatives to deepen financial inclusion, and one such 
measure is the introduction of the Ten Taka account for unbanked farmers, which is a no-frills 
account. In 2010 Bangladesh Bank introduced this special account to enable farmers opening 
a deposit account in any government owned commercial or specialized banks. Opening this 
account require very basic documentation or paperwork as only national ID card, birth certificate 
or agricultural assistance card issued by the Department of Agriculture Extension can be used. 
True to its name, primary deposit of these accounts is only BDT 10 and no requirement to maintain 
minimum balance, and without any extra fees or charges. 

However, farmers are not the only ones who can open and use the ten taka account. People 
under extreme poverty can also take advantage of this policy by opening an account using BDT 
10 deposit. In addition, beneficiaries under Social Security Program can also open a bank account 
with similar conditions of no fee and no minimum balance maintenance and they can open the 
account using a national ID or Payment Receipt Book containing Pension Payment Order (PPO). 

Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM

Figure 7: Percentage of Households with Access to Ten Taka Account
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Beneficiaries under Hindu Religious Welfare Trust and people affected by Aila can also open ten 
taka bank account at nearby delegated bank. 

Almost 6 percent of households have access to 10 taka account (Figure 7). Rangpur is by far the 
leading division with 17 percent of households with the accounts followed by Rajshahi and Barisal, 
while Chittagong and Dhaka are the divisions with lowest access. Rural parts of Bangladesh are 
based on agrarian economy and it is expected to see more accounts in that part of the country, 
thus, over 7 percent of rural households compared to 1.50 percent of urban ones have 10 taka 
account. More non-poor households hold this account and thus involved with formal banking 
than poor. Even though this is a relatively new initiative, since its inception it has made a positive 
advancement by including farmers and other groups in formal financial sector. 

It is important to see if awareness of Ten Taka account and its implementation have reached 
the intended target. In this case it is imperative to see if farmers have access to it and how it 
stands compared to other occupations. Almost 15 percent of households with heads involved in 
agriculture (self-employed) responded that they have access to 10 taka account (Figure 8). Even 
though farmers are meant to be the primary target of these accounts, as discussed earlier, other 
groups can also take the privilege of such account. Therefore, it is not surprising to see households 
whose heads are involved in other type of occupations such as labor, industry, business and so on. 

5.3 Mobile Banking in Bangladesh

In the past few years financial innovation allied to bank and mobile devices in the developing nations 
has increased rapidly. In developing countries, most of the poor people don’t have access to formal 
financial services; as a result, they have fewer opportunities to transfer money and to access other 
financial services. Inappropriate product designs, fewer branches and ATMs in remote areas, high 

Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM

Figure 8: Access to Ten Taka Account by Household Head Occupation (Sector)
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operating costs compared to their economic status make formal financial services unattractive to 
the poor. In such a state, mobile banking services, which does not going to any bank branch, is a 
more fitting service for them. However, not only the poor but the well-off individuals can also use 
the service.  

Table 13: Access to Mobile banking among the individuals and  households (2014)

Access to mobile banking 
(%)

Have own mobile 
banking a/c (%)

Using mobile banking 
through others account (%)

Individual 
level (age>17 

years)

HH level Individual 
level (age>17 

years)

HH level Individual 
level (age>17 

years)

HH level

National 13 26.87 2.96 7.72 12.16 25.4

DIVISION

Barisal 21 43 2 6 21 42

Chittagong 10 26 3 8 9 22

Dhaka 14 27 2 6 13 25

Khulna 9 18 3 8 9 17

Rajshahi 11 23 5 12 10 21

Sylhet 9 24 2 7 9 22

Rangpur 21 37 4 9 21 36

REGION

Rural 12.22 24.63 2.47 6.55 11.53 23.55

Urban 16.07 34.90 4.70 11.86 14.37 31.46

POVERTY STATUS

Non-Poor 15 30.36 4 9.64 13 28.37

Poor 9 18.40 1 2.95 9 17.87

Note: some of the individuals/ households have used other’s mobile bank account, irrespective of having own account

Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM

Transactions can be carried out either through own mobile bank account or by using other’s 
account.  Analyses of the data shows that more than one-fourth of the households (26.87 percent 
households) and one-eighth of the adult population (13 percent individuals) are availing financial 
services through mobile banking by using either own account or other’s account. Our sample 
results are almost similar with the overall access to mobile banking scenario in the country. Up to 
January, 2015, the number of aggregate registered clients reached to 25.24 million.  

It is interesting that using other’s mobile bank account is more popular instead of opening own 
account. Among the various households, around 8 percent households are using own account 
and 25.40 percent households are using other’s account to operate their financial transactions. 
Evidence shows that some of the households are also using other’s account irrespective of having 
own account. The individual level data are showing similar results. Among the adult population, 
almost 3 percent have own mobile bank account and 12.16 percent uses other’s account for 
conducting their financial transactions. 
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Moreover, access to mobile banking scenario across various divisions of Bangladesh is different. 
Highest percentage of people from Barishal (43%) and Rangpur (37 percent) division are using 
mobile banking, followed by Dhaka (27%), Chittagong (26%), Sylhet (24%) and Rajshahi (23%).  
The lowest rate of mobile banking use is in Khulna division. 

More households living in the urban area are using mobile banking than the households living in 
rural areas. Around 35 percent households from the urban area and 25 percent households in the 
rural area are using mobile banking. Moreover, higher percentage of non-poor households (33.36 
percent) is using mobile banking than the poor households (18.40 percent). (Table 13)

The econometrics analysis of who are using mobile banking services shows a clear significant 
relationship among the national migration and use of mobile banking. It is quite expected, as 
usually migrant members of the households send money to their family through various medium 
of transaction. It appears that mobile banking is one of the most popular medium of transaction.

6. Access to Insurance Services

Insurance is one of the basic components in formal financial market that can help an individual, 
household or firm to recover the risks. Individuals, households and firms are vulnerable to various 
unexpected events. Fatal injuries and diseases to individuals, income shocks to households due 
to idiosyncratic shocks, a firm making an economic loss due to an accident in factory or political 
unrest; all these are possible vulnerabilities that any economic agent may face at any time. In order 
to cope and recover from damages, insurance is an effective instrument provided by financial 
market. In Bangladesh, generally non-bank financial institutions provide life and other insurance. 
Banks also offer different kind of insurances sometimes tied with their other services e.g. credit 
card, savings scheme. 

Source: Khalily et al. (2014), Access to Financial Services  in Bangladesh, InM)

Figure 9: Access and Awareness of Insurance
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Around 10 percent of households have access to life insurance. Over 3 percent of households 
access other type of insurance services. But portion of households with no access to insurance 
is significantly high with 87 percent. The lack of access to insurance services could be attributed 
to low level of awareness. However, awareness has increased over the past few years. In 2010, 
among the surveyed households just over 16 percent were aware about insurance on national 
level.  In 2014 survey, the question has been asked if respondent knows about insurance, it has 
been found that almost 53 percent of households (Figure 9) are aware about insurance but around 
13 percent of households accessed it. This is an indication that even though people are aware of 
insurance services they may not be willing to use it. One of the reasons could be many households 
may not be able to afford it pay for insurance premium or do not think that insurance is needed 
or they simply cannot access it due to lack of institutions. In other words, the survey shows that 
access to insurance did not increase parallel to awareness across region and poverty status. In 
rural region 12 percent of households have access to either life or other insurance and 50 percent 
are aware. On the other hand, 14.5 percent of households have insurance while 63.5 percent have 
awareness. Among poor households, only 10 percent of households are covered by insurance 
and 45.5 percent are aware of it compared to non-poor households with 13.5 percent access and 
63.5 awareness. 

7. Policy Implications 

1. Expand financial services in unbanked areas (bank and MFIs):

Location of financial institutions is important in accessing financial services of the households 
and firms. Therefore, in order to create more impact on economic growth, banks need to expand 
financial services in unbanked areas as well as to deepen the volume of services. Bangladesh may 
take the following policy issues under consideration to expand financial services in unbanked areas 
and households:

 � Bangladesh Bank needs to reformulate branching policy in order to force the banks to 
open branches in rural areas;

 � If banks are not willing to expand financial services in the unbanked areas and deepen 
financial services particularly in rural areas, Bangladesh Bank needs to clearly debate the 
prospect of introducing rural banks

 � Bangladesh in collaboration with MRA may consider allowing MFIs to mobilize public 
deposits and provide credit services. It is a policy issue that Bangladesh Bank needs to 
debate. But such increasing role of MFIs in rural areas will deepen intensity of access to 
financial services of the households and firms.

In rural credit market, MFIs play the dominant role. Without their role, rural financial market will be 
shallow and level of economic activities will be limited. Policymakers tend to recognize MFIs or 
microfinance market as development agent. They fail to recognize the greater role that the MFIs 
have been playing.

 � Expand on already wide network both in urban and rural areas. Some 550 MFIs with a 
network of over 17,700 branches have been extending financial services.  
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 � MFIs should be treated as an integral part of formal financial system. This is an important 
policy option that Bangladesh Bank and MRA need to debate. Recognizing MFIs as a 
formal part of financial system will open avenues for the MFIs to extend financial services to 
the unbanked areas as well as to the non-targeted HHs otherwise left out.

2. Transaction cost of borrowing need to be reduced

Transaction cost is one of the major determinants of access to finance. The farther the financial 
institutions are located, the higher is the cost that the borrowers will have to bear. Transaction cost 
of borrowing matters in intensity of access to finance and also in determining loan size. This can 
be done through supply side actions. Such actions include:  (i) increase bank branch density, and 
(ii) improve efficiency of bank branches through innovation in loan production technology. 

3. Financial Literacy Should Be Improved

Although intensity of access to financial services is relatively high, it does not necessarily imply 
that all households have complete information. In most cases, they are not aware of all available 
services. Government can play an important role in increasing awareness and encouraging private-
sector initiatives. However, it is the financial institutions that can play a vital role in distribution of the 
information by making all the necessary information available and suitable for excluded consumers. 

Even though financially literate consumers are not enough to offset lack of regulation and 
consumer protection, it can help to protect consumers from being exploited and enable them to 
take advantage of available financial services.  

4. Financial Resource Mobilization

For finance to play role in growth, two requirements have to be satisfied - more resources should 
be mobilized, and mobilized resources should be utilized efficiently in desired sectors. So far the 
discussion has been about policy implications mostly from the perspective of expanding credit 
facilities. No policies so far have been derived for financial resource mobilization. Except banks and 
Grameen Bank, no institutions are allowed to mobilize public deposits. As such, financial resource 
mobilization will largely be the outcome of banks’ behavior. Considering the findings, following 
policy implications may be derived:

 � Transaction cost of withdrawing and depositing savings needs to be reduced. This, as 
argued earlier, can be reduced through expanding banking network. This is supported by 
econometric analysis that higher transaction cost reduces demand for deposits.

 � Banks should increase deposit interest rate as deposits are interest sensitive. Deposit 
interest rate should be, in real terms, positive.

 � Informal savings exist because of some limitations of the banking sector in mobilizing 
resources. It also reflects limited financial instruments. Banks should develop multi-
dimensional financial instruments to meet demands of all types of savers and depositors.



INSTITUTE OF MICROFINANCE (InM)50

 � Microfinance institutions may be tied with the banks to mobilize public deposits. Bangladesh 
Bank in collaboration with MRA may formulate appropriate policy for mobilization of 
deposits, in particular from rural areas.

5. Innovations in Financial Services: Mobile Banking and Ten Taka account

It is not always possible to increase access to financial services only through physically expanding 
banking network. In possible cases, this is what ought to be done. But limitation is the issue non-
viability of the network. As such, alternate mechanism needs to be developed. In recent years, 
mobile banking is growing as a popular medium for financial transaction. There appears to be 
huge demand for such banking. In survey of 2010, findings suggested that around 30 percent 
of the households would like to use mobile banking services. Since then, Bangladesh Bank took 
the initiative to introduce mobile banking. The current survey shows that close to 8 percent of 
households have at mobile accounts in bank, while over 27 percent make the use of mobile 
banking for transaction either through own accounts or agents. Services like Bikash, Ucash are 
growing popular. What ought to be done is developing appropriate policy,  further defining scale 
and scope of mobile banking and developing efficient governance structure so that risk is very 
negligible for the current and future users of mobile banking. 

The introduction of Ten Taka account by Bangladesh bank resulted in many households (particularly 
in with primary occupation in agriculture) having access to formal banking. The analysis in this 
paper shows significant role of both Ten Taka and mobile bank account in households’ access to 
formal bank services (savings, credit). Policies in favor of expanding Ten Taka account, should aid 
in further financial inclusion. 

6. Targeted Program for Female Headed and Low income households

Female headed and low income households are least represented in formal banking sector. 
Female constitute almost fifty percent of the population while significant portion are under poverty. 
They do not have much access to formal credit and savings. Bangladesh Bank should develop 
a policy targeted towards these groups, for accessing savings and credit services. Banks should 
be advised to develop a package of financial services for the women and the female headed 
households. 

7.  Formal banks need to learn from the experiences of microfinance institutions 
and informal market:

Experiences of MFIs and informal market suggest that credit services can be rendered even to 
the destitute households without any collateral and third party guarantee. The reason that loans 
are recovered is the monitoring mechanism and introduction of incentive structure. Banks in 
Bangladesh need to learn from these experiences. The experiences also suggest loan products 
can be diversified in banking sector. Risk on the part of the lenders can be reduced or minimized 
through strengthening Credit Information Bureau and decentralizing its operations also at the 
division levels so that information can be generated and disseminated quickly.
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8. Create enabling environment for a competitive financial system

Bangladesh Bank should create an enabling environment for creating a completive financial system 
with appropriate incentive and governance system so that banks can compete for providing 
financial services with a high degree of efficiency. Public sector banks have proven to be less 
efficient. It has been shown that non-interest cost of borrowing is higher for the public sector bank 
than the private banks. Moral hazard problem is dominating in agricultural development banks. 
Bangladesh Bank and the GoB need to fix the problem of moral hazard and create conducive 
environment so that borrowers and depositors can receive services at low cost. 

Apart from reformulating branching policies to direct private commercial banks to open branches in 
rural areas, it is also important to encourage banks to enter rural markets. Policies that encourage 
competition can lead to firms delivering their services to customers in rural areas, as well as low 
and middle income households. Such policy should encourage entry of qualified providers that are 
likely to serve improved quality and at lower price to these customers.  

9. Promoting entry of and competition among non-financial Institutions

A more competitive financial market may attract even non-financial institutions e.g. telecom 
companies. Mobile banking is ever growing popular mean of financial transaction. Even though 
primarily it is the financial institutions such as BRAC (Bikash), UCB (Ucash) but telecommunication 
companies are the ones who are providing means of transaction. Their participation in the monetary-
transfer service is what extends the financial network to millions of mobile phone subscribers. If 
policies favor entry of non-banks into consumer banking, it should reduce the transaction cost and 
lead more users of such transaction. 

10. Remove misconceptions about microfinance institutions

MFIs are misperceived in some quarters of Bangladesh society. Misperception prevails about 
impact of micro credit and interest rate. Both the findings in 2010 and 2014 showed that high 
intensity of access to financial services is largely due to MFIs. Had there been no MFIs, intensity of 
access to financial services would have been lowest in South Asia. MFIs have come a long way. It 
has expanded its services enormously. But its role is not properly perceived. Bangladesh Bank, in 
particular, should recognize the greater role that the MFIs have been playing. Such exercise should 
not be limited to dissemination in seminar and workshops. It should be formally documented and 
disseminated.

11. Insurance sector needs to be strengthened

Over 70 insurance companies operate in Bangladesh. It has been found that awareness about 
insurance has increased as compared to 2010 but their services continue to be relatively limited. 
There is a huge potential market. However, what is important is the monitoring of the operations 
of insurance companies. The Insurance Regulatory Authority will have to formulate policies for 
systematic development of the insurance sector. 
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12. Protecting customers against abuses by financial institutions 

It is vital to ensure that consumers are protected from any kind of mistreatment. Many consumers 
especially from low-income households may have limited knowledge and ability to verify any risk 
of financial products. This is particularly applicable to credit and insurance products. For example, 
unregulated credit providers can offer products with heavy penalties for defaulting, leaving low-
income and vulnerable households in further trouble. Similarly, customers could be offered an 
insurance package that is not applicable to them. Thus, regulation in this regard should target that 
product designing, pricing and marketing of the products by financial institutions are in no way 
exploiting their consumers. This also points towards importance of MRA in regulating microfinance 
sector and protecting poor households. 

SUMMARY

FINANCIAL LITERACY AND FINANCIAL
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Introduction 

A sound grasp over financial concepts or literacy is important for making decisions for economic 
well-being. There has been more focus on financial literature ever since global financial crisis in 
2008. Financial literacy as defined by OECD, is the combination of understanding financial products 
and concepts by consumers/investors, and ability to realize financial risks and opportunities, so 
that they could make informed choices, know where to go for help, and to take further effective 
steps to improve their financial welfare (Miller et al., 2009). Lack of financial literacy can affect 
one’s or household’s money management and long-term goals such as purchasing house, 
higher education, or financial retirement. Due to poor money-management, consumers could be 
vulnerable to financial crises. 

According to Greenspan (2002), financial literacy can embed needed financial knowledge in 
individuals to create household budgets, plan for savings, and formulate strategic investment 
decisions. Maximum utility can be achieved by applying this knowledge properly i.e. households 
can meet their financial commitments through sensible planning and resource allocation. Hilgert, 
Hogarth, & Beverly (2003) state there is a direct correlation between financial knowledge/literacy 
and self-beneficial financial behavior.

Therefore, this paper aims to investigate two issues. Firstly, the determinants of financial literacy 
or knowledge in Bangladesh are investigated. Secondly, the effect of financial literacy on financial 
inclusion is examined. The methodology adopted here is based on previous theoretical and 
empirical paper in literature on the financial literacy. However, before addressing these issues, the 
matter of how financial literacy has been measured also needs to be addressed. 

Data And Construction of Financial Literacy Score

Dataset used here is the national survey of Access to Financial Services 2014 Round – II (Part 1), 
conducted by Institute of Microfinance (InM). This round of survey has been conducted in May, 
2014. The number households covered in this round and part is 8,456 spanning over 7 divisions 
and 63 districts of Bangladesh. 

We constructed financial literacy score of a respondent based on the answers to our 38 questions 
covering three dimensions – bank related knowledge (28 questions), mathematics related 
knowledge (5 questions) and inflation/discount related knowledge (5 questions). Interested readers 
may get the list of questions from the authors. Therefore, maximum total score that a respondent 
could score is 38, while maximum score in bank related knowledge is 28, and 5 each for general 
math and inflation/discount related knowledge. We set 40 percent of the maximum score of 38 as 
pass marks, i.e., a respondent having answered 12 questions correctly in aggregate is considered 
to have passed the financial literacy test. We evaluated passing marks for each section separately.
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Descriptive Statistics 

The gender based analysis reveals that there is gender gap in terms of financial literacy, which 
reflects the literature on this issue. The average total score of male is over 17 while it is under 14 for 
females, indicating that males have higher financial literacy. Females are less likely to be involved 
in investment and personal finance; hence, they not bothered to know finance related matters until 
later stage of their lives in absence of male household head. 

The theoretical framework set up by Lusardi, Michaud, and Mitchell (2011, 2013) stated that life 
cycle profile of financial literacy would be hump-shaped i.e. lowest among young and old. Several 
other empirical studies have suggested similar pattern. Figure 1 shows that total score gradually 
declines as age increases, this is consistent with other empirical findings that show that people 
near 60 or above are less likely to be financially knowledgeable.

Source: Khalily et al. (2014), Financial Literacy in Bangladesh, InM

Figure 1: Total score (mean) by age
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The implication that financial knowledge can be attained by interacting with others in communities 
and workplaces is in Figure 2. Since urban regions are more likely to have formal financial sector 
like banks, stock market and such, it is not surprising to see total score in urban region is higher 
than that of rural. The difference in financial knowledge by education is significant. Several U.S. and 
cross-country studies reported that respondents who are without any college education are less 
like to know basic concepts of financial literacy (Lusardi and Mitchell 2007a, 2011c). As expectedly, 
total score increases along with education received. 

Pass-fail rate

Next analysis is on pass-fail rate of financial literacy. The passing rate is 40 percent of total score 
and each category. Among all age groups, gender, education level, and occupation, general math 
is the category with highest positive and correct response. It involves asking people if they can 
do simple addition-subtraction, division, and multiplication. It appears that despite expansion of 
formal and informal financial services over the years, knowledge regarding banking and financial 
services is still lagging. Across all groups, this is the category where least percentage people have 
passed but it also needs to be kept in mind that this category has 28 questions to be answered 
unlike 5 each for other two categories.

Figure 4 reveals performance of different age group in different categories of financial literacy and 
total score. The youngest group has the highest percentage of respondents who passed in all 
categories. Their performance in general math is particularly noticeable as it is almost 70 percent. 
The trend revealed in this figure is that as the age increases, performance declines with it. However, 
there is not much difference between last two age groups. The passing rate in banking knowledge 
seems to have almost no difference between first two age groups. 

Source: Khalily et al. (2014), Financial Literacy in Bangladesh, InM

Figure 4: Percentage passed (40%) by age
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In case of gender, male group performed better 
than their counterparts did in all three categories. 
In bank related knowledge the difference is 
around 23 percentage points while in general 
math it is almost 13 percentage points. Nearly 
53 percent of male managed to answer correctly 
more than two questions linked to inflation and 
discount, as opposed to 33.5 percent of female. 
As a result, the difference in pass rate in total 
score is close to 20 percentage points between 
these two groups.

In case of regional differences, respondents 
dwelling in urban areas have performed much 
better than that of rural areas (Figure 8). Around 
66.5 percent of urban respondents passed 
in general math based questions, which is 16 
percentage points higher than that of rural 
respondents. The disparity is even larger for 
bank related knowledge with 20 percentage point difference. Even though the trend of lowest 
passing rate in this category has been prevalent, it is almost equal to inflation/discount knowledge. 
Over 52 percent of urban respondents answered more than 16 questions in total while over 34 
percent did so in rural region. 

Higher education should result in higher 
passing rate, and this is the outcome in this 
case (Figure 9). There is a steep increase in 
bank related knowledge pass rate as level of 
education increases. This could be because 
as people get more educated they are likely to 
be more exposed to financial services due to 
factors like white-collar jobs and higher income. 
Similar, trend is observed in case of inflation and 
discount related questions. As stated earlier, 
according to hypothesis of Campbell (2006) 
households with higher education level would 
face less information asymmetry and more active 
in financial markets. The line for general math is 
almost flat after S.S.C. level because it is unlikely 
that students at that level will learn anything new 
in basic mathematics. In fact, the pass rate in 
general math is over 95 percent once respondent 
acquires S.S.C reaches almost 99 percent once 
level of education goes above H.S.C. 

Source: Khalily et al. (2014), Financial Literacy
in Bangladesh, InM

Figure 5: Percentage passed (40%) by gender
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Determinants of Financial Literacy 

After descriptive analysis of the scores and pass rates in different categories of financial literacy, the 
focus is to find the determinants of financial literacy. The explanatory variables used in this analysis 
are based on literature review and availability of data. Thus, the demographic variables used are, 
age, education level, gender, occupation, and region. It is to be noted that, there is value zero in 
every dependent variables, where respondent failed to answer a single question correctly. For that 
reason, for different Tobit regression is run with these dependent variables. 

The results are presented in Table 1. Except for bank related knowledge, age of respondent is highly 
significant determinant for all other categories. As age increases, score in general math, inflation/
discount and total decline. This is consistent with previous empirical findings and descriptive 
analysis in this paper. Results also show that education level of respondents has positive effect on 
all financial literacy scores at 1% significance level. 

Keeping up with literature and analysis, Table 1 depicts that gender is highly significant determinant 
for financial literacy. Being male is likely to result in higher scores as they deal and perhaps more 
exposed to financial matters from day to day basis. Living in rural area is likely to cause lower 
financial literacy since exposure to financial services, particularly formal, is less in rural areas. For 
example it is possible that a rural dweller is unaware what debit or credit card, internet banking and 
prize bonds or what they do since these instruments are not there due to absence of any bank.
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Table 1: Determinants of financial literacy

(1) (2) (3) (4)

VARIABLES Bank Knowledge General Math Inflation/Discount 
Knowledge

Total Score

Age -0.0184 -0.116*** -0.0584*** -0.127**

(0.0399) (0.0159) (0.0171) (0.0509)

Education 1.584*** 0.924*** 0.616*** 2.916***

(0.0384) (0.0152) (0.0163) (0.0490)

Gender 1.216*** 0.375*** 0.467*** 1.889***

(0.148) (0.0587) (0.0632) (0.189)

Rural vs urban -1.262*** -0.212*** -0.0912* -1.533***

(0.114) (0.0450) (0.0487) (0.146)

Labor -0.720*** -0.0446 -0.0400 -0.809***

(0.194) (0.0774) (0.0834) (0.248)

Cropping 0.360* 0.213*** 0.345*** 0.764***

(0.196) (0.0775) (0.0833) (0.250)

Farming 0.563 0.443*** 0.601*** 1.432***

(0.429) (0.169) (0.181) (0.547)

Industry 1.041** 0.229 0.297* 1.444***

(0.407) (0.160) (0.172) (0.519)

Transport 0.185 -0.0606 0.238* 0.274

(0.319) (0.127) (0.136) (0.407)

Business 1.366*** 0.408*** 0.622*** 2.225***

(0.232) (0.0911) (0.0979) (0.297)

Service 1.731*** 0.523*** 0.540** 2.612***

(0.520) (0.202) (0.218) (0.664)

Professional 1.013*** -0.149** 0.0819 1.046***

(0.178) (0.0707) (0.0761) (0.227)

Constant 7.399*** 0.311*** 0.300*** 8.872***

(0.182) (0.0724) (0.0784) (0.233)

Observations 8,382 8,382 8,382 8,382

Standard errors in parentheses

*** p<0.01, ** p<0.05, * p<0.1

Types of occupation are significant determinants of financial literacy. In the table above, being 
involved in labor type jobs will have a negative effect on bank related knowledge and overall 
financial literacy. Due to low-income nature of the job, perhaps these people do not feel the need 
to deal with financial services, especially of formal kind. It appears that cropping and farming 
as occupation of the respondents is a significant determinant for general mathematics, inflation/
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discount related knowledge, and overall financial literacy at 1% significance level. This may not be 
a surprising outcome since people involved with such occupation are likely to take loans to run or 
manage their practice, i.e. they deal with formal and quasi-formal financial services. Occupations 
such as business, service and professional have more exposure to financial services, including 
being involved themselves (bankers), thus it expected that the impact will be highly significant and 
positive for each category and overall financial literacy. 

Impact of financial literacy on financial inclusion

To analyze impact of financial literacy on financial inclusion, logit regressions with access to savings, 
credit, and any financial service in any market as dependent variables and different categories of 
scores as explanatory variables are estimated.

Table 2: Logit regression on financial inclusion with difference financial scores

(1) (2) (3)

VARIABLES Access to Savings Access to Credit Aggregate Access to 
any market 

Bank related knowledge score 0.157*** 0.0592*** 0.176***

(0.00714) (0.00609) (0.00860)

Math score 0.0448** -0.0821*** 0.0232

(0.0175) (0.0164) (0.0209)

Inflation related knowledge score -0.0201 -0.0423** 0.0768***

(0.0212) (0.0196) (0.0252)

District Dummy Included Included Included

Constant -1.132*** -1.209*** -0.940***

(0.251) (0.230) (0.278)

Observations 8,322 8,322 8,322

Standard errors in parentheses

*** p<0.01, ** p<0.05, * p<0.1

Table 2 unveils a highly significant impact of bank related knowledge score on all three dependent 
variables. It appears that being highly aware of bank related instruments and services is likely to 
cause higher access to savings, credit and aggregate access in any market. The result is mixed 
for other two scoring categories. Having a high score in general math will result in high access to 
savings but lesser to credit. Similar, counter institutive result is seen in case of inflation/discount 
knowledge score as it has negative and significant impact on access to credit. However, knowing 
more about inflation and discount will increase aggregate access to any market at 1% significance 
level. A strong implication from this analysis is that knowledge about banking will lead to higher 
financial inclusion. 
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Table 3: Logit regression on financial inclusion with respondent and household 
characteristics

(1) (2) (3)

VARIABLES Access to Savings Access to Credit
Aggregate Access 

to any market 

MFI presence
7.385*** 4.017*** 7.655***

(0.502) (0.0865) (1.001)

Bank in 3km radius
-0.0928 -0.207*** -0.0692

(0.0667) (0.0646) (0.0674)

Age of respondent (continuous)
0.0819*** 0.0521*** 0.0699***

(0.0112) (0.0111) (0.0108)

age2
-0.000716*** -0.000509*** -0.000698***

(0.000118) (0.000119) (0.000113)

Education of respondent (continuous)
0.125*** 0.0389** 0.112***

(0.0217) (0.0198) (0.0226)

edu2
0.00542*** -0.00219 0.00359*

(0.00179) (0.00152) (0.00198)

HH literacy 
-0.0105 0.00465 -0.00152

(0.00670) (0.00602) (0.00613)

migration_local
0.0600 0.207** -0.00888

(0.0913) (0.0881) (0.0907)

migration_int
-0.0196 -0.0457 0.0527

(0.114) (0.114) (0.114)

occup_service
0.296 0.0591 0.127

(0.196) (0.193) (0.205)

occup_business
0.277*** 0.140 0.207**

(0.0933) (0.0901) (0.0963)

occup_professional
0.00458 -0.261*** -0.103

(0.0741) (0.0731) (0.0743)

occup_labor
0.0549 -0.0678 0.00974

(0.0757) (0.0734) (0.0760)

Constant
-3.056*** -2.156*** -1.453***

(0.276) (0.271) (0.268)

Observations 8,322 8,322 8,322

Standard errors in parentheses

*** p<0.01, ** p<0.05, * p<0.1

While looking into relationship between financial literacy and inclusion, it is important to consider 
other factors that may have an influence on access to finance. Therefore, multiple characteristics 
related to respondent and household are considered as possible determinants of financial inclusion. 
Results in the table show that presence of MFI is an important factor for financial inclusion, since 
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it has positive impact on all dependent variables at 1% significance level. Presence of bank within 
3 km radius is mostly insignificant, which may indicate that access to formal finance may still lag 
behind despite presence of an institution. It is possible that due to complicated procedures while 
dealings with a bank, not everyone are encouraged to access it e.g. people with low financial 
literacy especially banking knowledge. 

However, age of the respondent seems to explain financial inclusion with significantly positive effect 
on it. Moreover, as expectedly square of age has significantly negative impact. Education of the 
respondent is another important determinant of access to finance, as it is significant at 1% level. 

Overall literacy of the household may have influenced access to finance e.g. if a child is studying 
in university away from home then parents may send money for financial support i.e. using formal 
means of sending money. But the results indicate no such impact of household literacy. As for 
occupation, to avoid any multicollinearity one of the occupations is dropped. The findings suggest 
that being involved in business seems to have positive and significant effect on access to savings 
and aggregate access; otherwise other occupations mostly yield insignificant impacts on financial 
inclusion. 

After combining scores and characteristics of respondents and household, the estimated results 
give two noteworthy distinctions; the scores for general math and inflation/discount knowledge 
do not have any negative impact on any of the access to financial services. In fact, knowledge 
about inflation and high general math score is likely to result higher aggregate access and access 
to savings respectively. Living in rural region plays a negative and significant role in one’s credit 
access. However, whether characteristics of respondents or/and household are included, the 
impact of banking knowledge on financial inclusion is robust throughout all estimations. Moreover, 
these estimations also show robustness of variables such as age and education, implicating the 
importance of life cycle hypothesis and education in access to financial services.   

Table 4: Logit regression with total score and respondent characteristics

(1) (2) (3)

VARIABLES Access to Savings Access to Credit Aggregate Access to any market 

Total score 0.106*** 0.0447*** 0.134***

(0.00520) (0.00457) (0.00639)

MFI presence 0.0266 0.0328 0.0351

(0.0220) (0.0208) (0.0266)

Bank in 3km radius -0.0137 -0.0115 -0.00943

(0.0153) (0.0147) (0.0198)

Age of respondent 
(continuous)

0.0651*** 0.0468*** 0.0598***

(0.00926) (0.00884) (0.0103)

age2 -0.000727*** -0.000641*** -0.000717***

(9.92e-05) (9.62e-05) (0.000108)

Education of respondent 
(continuous)

-0.00131 -0.0720*** -0.0134

(0.00821) (0.00751) (0.00987)



NATIONAL CONVENTION ON
INCLUSIVE FINANCE IN BANGLADESHINSTITUTE OF MICROFINANCE (InM) 63

(1) (2) (3)

edu2 0.0561 -0.208*** -0.107

(0.0706) (0.0639) (0.0843)

District Dummy Included Included Included

Constant -2.412*** -1.615*** -1.849***

(0.343) (0.318) (0.385)

Observations 8,322 8,322 8,322

Standard errors in parentheses

*** p<0.01, ** p<0.05, * p<0.1

Instead of including three different categories, total score of financial literacy can also be included. 
The findings further strengthen the notion that higher financial inclusion can be attributed to significant 
role of financial literacy (Table 4). The result does not change when household characteristics are 
included in the estimation. The sign of total score is still positive at 1% significance level. Moreover, 
variables such as age and education of the respondent continue to be consistent bearing on 
access to finance. Regional dummy also shows robustness, as living in rural region is likely to 
contribute to less financial inclusion.

Conclusion 

This study tries to investigate about the determinants of financial literacy and its implications for 
financial inclusion. While there have been studies of similar kind before, there are not many that 
has focused on Bangladesh. The findings about determinants of financial literacy are of particular 
importance for policymakers, whose goal is to improve financial knowledge in Bangladesh. This 
study provides an overview of various population groups and their financial literacy level. If and how 
financial knowledge affects access to finance in Bangladesh, is an important concern for making 
any amendments in policies related to financial literacy. Therefore, the findings of this study can 
provide with necessary tools to design such policies. 

Theories and empirical findings of previous studies are the basis behind model specifications 
in terms of both determinants and impact of financial knowledge. Using database of Access to 
Financial Services 2014 Round – II of Institute of Microfinance, financial literacy score has been 
constructed. Instead of only total score, three divisions of financial knowledge are taken into 
account. To explore its determinants, variables such as age, education, gender, region, occupation 
are considered based on literature. The findings are consistent with previous empirical studies i.e. 
higher the age lower the financial knowledge, positive impact of education, presence of gender gap 
with males having higher knowledge, respondents in rural region has lower scores, and importance 
of different occupations. The estimated result of tobit regression echoed on descriptive analysis, 
as level of financial literacy (banking knowledge, general math, inflation/discount knowledge and 
total knowledge) can be attributed to almost all of these factors in similar manner. There are several 
implications of these findings, such as life cycle hypothesis with hump-shaped curve, i.e. financial 
knowledge will increase until certain age but start decline afterwards. On the other hand, women 
may be less involved and interested in financial activities, hence their score is lower than that of 
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men. As for occupation, people with high income and white collar jobs are likely to know more 
about different aspects of financial knowledge. 

With regard to implications of financial literacy on access to finance or financial inclusion, the findings 
point towards a positive and significant direct impact of banking knowledge when controlled for 
district. The result is robust even when various respondent and household characteristics are 
included in the estimation. The argument here is that more knowledge about different aspects 
of formal (bank) financial knowledge is likely to encourage an individual in trying to access formal 
sector that may involve complicated procedures. As a result, access to different aspects of financial 
services is likely to increase. Few other arguments can be drawn from this analysis, e.g. age and 
education of an individual are found to be important factors in higher financial inclusion. While 
presence of a bank, household literacy level, migration of a family member and occupation (except 
business), are not significant determinants of access to finance. 

These findings are useful for policy making as they reveal that enhancing financial literacy may have 
a direct impact on aggregate access to financial services, savings and credit i.e. financial inclusion. 
In fact, more focus can be given on literacy related to banking. Further revelations of these results 
are the target groups. Groups such as females, elderly people, people without higher education, 
people living in rural regions, and occupations such as labor and non-income generating activities 
are most vulnerable to financial illiteracy. As a result, these groups are also vulnerable to financial 
exclusion. Therefore, firstly policies should be drafted or modified to raise financial knowledge e.g. 
training programs. Then these policies can be targeted towards rural areas, females, laborers, 
less educated people and such. It is imperative to raise higher financial literacy among vulnerable 
groups, for greater access to financial services in Bangladesh.

Finally it should be mentioned here that the Governor of Bangladesh Bank has emphasized 
upon financial literacy. Some policies like Taka Ten Account, School Banking, Mobile Banking 
and targeted Branching have been adopted by Bangladesh Bank. Unfortunately, we did not find 
any published financial literacy strategies in Bangladesh Bank. A strategy and policy paper on 
financial literacy by Bangladesh Bank will make the efforts more focused and targeted. Similarly, 
although Securities and Exchange Commission provides investors’ training on regular basis, a 
stated policy and strategies for promoting financial literacy in Bangladesh by SEC will also make 
it further focused and effective. Although we have established that financial literacy has a positive 
impact on financial inclusion, its ultimate effects should be found on inclusive growth and better 
financial management. This needs to be examined.
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Establishment

Institute of Microfinance (InM) is an independent organization established to perform research, 
training and knowledge management in the field of microfinance, poverty and development. It 
was promoted by Palli Karma-Sahayak Foundation (PKSF), an apex body of the microfinance 
institutions (MFIs) and a wholesale lending agency for microcredit. The Institute started its journey 
officially from 1 November 2006. It is registered as a ‘non-profit institution’ under the Societies 
Registration Act 1860. At the initiation, InM was provided with seed money by PKSF. Later in 2007, 
UKaid, DFID came forward to finance the Institute under it PROSPER program.

Governance

InM is governed by a two-tier governing system– Governing Body and General Body. The General 
Body is the Institute’s highest authority. It is responsible for the overall policy guidance and 
direction for efficient functioning of the Institute. Total number of members of the General Body is 
14 (fourteen), including 7 (seven) members of the Governing Body. The members of the General 
Body are as follows:

Chairman:  

Dr. Qazi Kholiquzzaman Ahmad
Chairman, Palli Karma-Sahayak Foundation (PKSF), and Governing Council of Dhaka School of 
Economics (DScE)

Members:

Ms. Rasheda K. Choudhury
Former Advisor to the Caretaker 
Government of Bangladesh, and 
ExecutiveDirector, CAMPE

Mr. Md. Abdul Karim
Managing Director 
PKSF (Ex-officio)

Professor Dr. A. K. M. Nurun Nabi
Vice-Chancellor
Begum Rokeya University

Dr. Toufic Ahmad Choudhury
Director General
Bangladesh Institute of Bank Management (BIBM)

Dr. Pratima Paul-Majumder
Former Senior Research Fellow, 
Bangladesh Institute of Development 
Studies (BIDS)

Professor M. A. Baqui Khalily
Executive Director, InM (Ex-officio)

Mr. Khondkar Ibrahim Khaled
Former Chairman, Bangladesh Krishi 
Bank (BKB) andFormer Deputy Governor, 
Bangladesh Bank

Professor Dr. Niaz Ahmed Khan, Ph.D
Chairman, Department of Development Studies, 
University of Dhaka



NATIONAL CONVENTION ON
INCLUSIVE FINANCE IN BANGLADESHINSTITUTE OF MICROFINANCE (InM) 67

Dr. M. A. Hakim
Chairman
Department of Economics, Southeast 
University

Dr. Jashim Uddin
Deputy Managing Director
PKSF

Professor Rezai Karim Khondker
Professor, Department of Development 
Economics, Dhaka School of Economics, 
Dhaka

Dr. Bondana Saha
Supernumerary Professor, Bangladesh Institute of 
Bank Management (BIBM), Mirpur, Dhaka

Dr. Md. Mosleh Uddin Sadeque
Director (Training & Operations)
InM

Governing Body

The Governing Body, subject to general control and supervision of the general body, holds the 
responsibility topursue and carry out the goals of the organization. In irder to ttin organization’s 
intended goal, it determines thedirection and scope of the activities. The basic governance lies 
with the Governing Body. It comprises of seven (7) members, including the Executive Director 
of the Institute as an ex-officio member. As of (month and year), there areseven members in the 
Governing Body.

Chairman:  
 � Dr. Qazi Kholiquzzaman Ahmad

Member:
 � Ms. Rasheda K. Choudhury
 � Mr. Md. Abdul Karim
 � Professor Dr. A. K. M. Nurun Nabi
 � Dr. Toufic Ahmad Choudhury
 � Dr. Pratima Paul-Majumder

 � Professor M. A. Baqui Khalily
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Previous Members of the Governing Body

 � Dr. Wahiduddin Mahmud  � Muhammad A. (Rumee) Ali

 � Professor Muhammad Yunus  � Dr. Iqbal Mahmud

 � Dr. Fakhruddin Ahmed  � Dr. Nazmunnessa Mahtab

 � Dr. Quazi Mesbahuddin Ahmed  � Dr. Mahabub Hossain

 � Begum Tahrunnesa Abdullah  � Professor Nasreen Khundker

A. Research

Goal and Output

Research is the most crucial among the core activities of the Institute. The strategic goal is to take 
leadership in research on microfinance and the related poverty eradication programs as well as 
on their effects on the economy, poverty alleviation, inequality and vulnerability. The Institute takes 
collaborative efforts with national and international organizations and universities in research, action 
research and other professional activities such as livelihood promotion and environmental issues.

In order to achieve the goal, the Institute addresses the following key output areas:

 � Impact Assessment

 � Product Development

 � Policy Guidelines

Impact Assessment

Assessment of the impact of microfinance and other poverty alleviation programs implemented by 
different government and non-government organizations are under the purview of InM research.

Product Development

Microfinance has passed a long way with a few products. Innovation and product development are 
a dire need of the changing circumstances. InM addresses these research issues.

Policy Guidelines

InM research is for deriving lessons and insights to guide policymakers and practitioners of 
microfinance.
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Focus and Issues

At the beginning, the research focus of the Institute was on microfinance. Over time, it has moved 
towards a broader perspective with diversified dimensions of development and equitable growth. 
As such, InM takes up to address the following broad issues:

 � Microcredit Market

 � Overlapping of Microcredit

 � Poverty Impact of Microcredit

 � Access to Finance

 � Financial Inclusion

 � Dynamics of Poverty

 � Impact Assessment of Poverty Alleviation Programs

 � Risk and Mitigating Strategy

 � Climate Change Issues and Microcredit

Microcredit Market

In order to understand the whole scenario of microcredit, we need to understand the size and 
structure of microcredit market in the country. Under the market structure, studies on outreach and 
institutional development of MFIs are to be done. The supply-side study along with the demand 
side aspects is important for formulation of microfinance policies.

Overlapping of Microcredit

A current burning issue in the microcredit market is ‘overlapping’ or ‘multiple borrowing’.  It is 
criticized to have contributed to indebtedness of borrowers. Addressing the extent, nature and 
consequences of overlapping is an importance research agenda of InM.

Poverty Impact of Microcredit

Addressing this issue is the core of InM research. Almost all previous researches suggest that 
microcredit has strong positive impact on poverty alleviation. But those studies are on short-term 
impact evaluation based on cross-section information. In order to have a clear understanding of 
the role of microcredit on poverty alleviation, a detailed and long-term impact assessment is an 
utmost necessity, and the Institute endeavors to do that with generating and analyzing panel data.

Access to Finance

Microcredit gives us only a partial picture of the financial sector.   In order to understand the 
importance of microcredit or microfinance in relation to overall financial sector, we need to have a 



INSTITUTE OF MICROFINANCE (InM)70

comparative as well as an overall picture of the household access to informal and formal financial 
markets along with the quasi-formal microcredit market. Addressing this issue will enable us to 
understand the broader role of finance in poverty alleviation and development. InM ventures to 
undertake research on access to finance and its role in development. A longitudinal approach is 
followed in order to understand the changes over time.

Financial Inclusion

Traditionally, microcredit was meant for the poor who do not have access to formal financial 
institutions because of collateral to offer as security or they have access to moneylenders who 
charge exorbitant interest. But the extreme poor or the people living in remote char pockets are 
often deprived of the opportunity on the plea of risk in realization of loans and high administrative 
cost or both. InM ventures to determine the extent, causes, nature and the consequence of such 
financial exclusion through studying financial inclusion per se.

Dynamics of Poverty

Poverty alleviation and economic growth are the main focus of InM research. Poverty is multi- 
dimensional in nature. In order to formulate any effective policies for poverty alleviation, it is important 
to examine those dimensions and underlying causes of poverty. InM strives to address the issue 
by examining all details of the dynamics of poverty in rural Bangladesh through longitudinal survey 
approach.

Impact Assessment of Poverty Alleviation Programs

Government and non-government organizations implement poverty alleviation and development 
programs at different times. InM undertakes to evaluate the effectiveness of these programs and 
identifies flaws, if any, in terms of formulation of the programs and implementation process, thereby 
to guide the policymakers and development practitioners.

Risks and Mitigating Strategy

Risks and shocks are two important factors determining poverty and vulnerability. Households 
have to face various risks and shocks which need mitigation. They adopt various mechanisms to 
cope with the shocks. Health shocks are a common phenomenon which every household has to 
face. Literally, there is no microinsurance mechanism for the poor in the rural areas of Bangladesh 
to mitigate the health shocks. InM strives to study the nature and extent of health shocks as well as 
to explore the possibility of introducing micro health insurance scheme in the rural areas. InM also 
undertakes a pilot health insurance scheme with the product designed under the project.
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Climate Change Issues and Microcredit

Climate change is a phenomenon in the present-day world. It is more common in the tropics like 
Bangladesh. It has severe negative impact on poverty. Intermittent cyclones and tidal bores in 
the south, desertification in the north, and river erosion all over the country are affecting the lives 
and livelihood of the people, which contribute to poverty. People do not have enough adaptive 
capacity against these climate change effects. Building resilience and adaptive capacity are a 
great need now. InM takes up the matter in its research strategy and in collaboration with a foreign 
organization the Institute looks into the matter that how and to what extent microfinance can play 
a role in building resilience and adaptive capacity of households.

Current Status of Research: (2007-2015)

 � 32 completed Research

 � 15 ongoing Research

Knowledge Management

Knowledge management activities involve dissemination of knowledge created through InM’s 
own research or are globally available from different sources, on various aspects of microfinance, 
poverty and development. This division works as the voice of the Institute by featuring its activities 
to a wider audience.

The dissemination of knowledge involves the following process:

 � Publication

 � Participatory programs

 � Media relations and advocacy

Publication

InM publishes working papers, research reports, research briefs, policy briefs, occasional papers, 
and books presenting results from InM research studies. It has already published a considerable 
number of these items. Besides, it regularly publishes annual microfinance statistics. The Institute 
has a plan to publish a journal of international standard in near future. Further, in order to reach a 
wider spectrum of people, InM uses the ICT tool (web/mail) of publication.

The Institute has so far published the following materials to its credit:

Category and Number of InM Publications (2007-15)

Working Paper Series 36 Policy Paper 03

Occasional Paper 02 Policy Brief 04

Bangladesh Microfinance Statistics 05 Research Brief 05

Books 03 Study Report 01

Conference Proceedings 01 State of Microfinance Report 08
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Participatory Program

Participatory programs that the Institute undertakes include organizing seminars, workshops, 
dialogues, and conferences for disseminating and communicating the results of InM research 
studies to the sector stakeholders and practitioners. The present conference is such a noble 
attempt. Besides presenting its own research results, the Institute also organizes seminar/ 
workshop/dialog/conference highlighting the current/burning issues on microfinance, poverty, and 
development programs.

Category and Number of InM Participatory Program  (2007-15)

Seminars / Workshops 50 Dialogues 16

Conferences (National and International) 05 Press Conference 01

Media Relations and Advocacy

To sensitise people in the development sector, the Institute organizes talk shows on different 
TV channels on various microfinance and development issues. Renowned academicians and 
practitioners from various associated organisations and institutions participate in the programs 
highlighting the microfinance sector as a tool of development.

B. TRAINING

ABOUT InM TRAINING

InM is a training & development organisation especially in microfinance which provides a unique 
opportunity to shape Microfinance Institutions’ (MFIs) thinking regarding contemporary issues 
they face at their workplace. Upon its formal inception of training activities in 2009, InM provided 
training to more than 15,300 microfinance practitioners at the field and headquarters levels and 
created a pool of around 352 InM-Certified Trainers. The Institute puts special thrust on need-
based customised training, which requires standard and integrated training modules for the training 
programmes, rather than organising prototype training. 

In training InM takes your competence into account. Our professionalism ensures that we offer you 
the newest insights and assist you individually as needed.

BLENDED ACTIVITIES AND BEYOND

1 Comprehensive TNA for Microfinance Sector 

11 Standard Training Modules for Microfinance Practitioners

352 (Around) InM-Certified Trainers are Engaged in Conducting Field Level Training

24 Training Service Providers (TSPs) to Organise Training across the Country

10 International Collaborations

15,300 (Around) Practitioners Received Training in Microfinance and Relevant Fields
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MODULE DEVELOPMENT

Since inception, InM has developed eleven (11) training modules of international standard to cater 
the need of microfinance practitioners at home and abroad. The modules are as follows:

Course Duration Language

Microfinance Operations and Management 10 days

Bangla & English

Microfinance Operations and Management 05 days

Book Keeping and Accounting Management for MFIs 05 days

Monitoring and Evaluation of Microfinance Programme 05 days

Improving Participatory Managerial Skills and Management Style 05 days

Legal & Regulatory System and Governance 05 days

Microfinance Credit Delivery Process and Operations 05 days

Chinese & EnglishMicrofinance Product Design and Business Planning 03 days

Effective Management of Microenterprise Loans 05 days

Advanced Generic ToT 10 days
English

Interpersonal Communication & Risk Management 05 days

REGULAR TRAINING

PKSF Partner Organisations (POs) Training

PKSF, the leading apex microcredit and capacity development organisation in Bangladesh, has 
been continuously assisting its POs to strengthen their capabilities in different areas. In this context, 
InM jointly with PKSF is organizing different training programmes for the POs.

MRA Pre-licensed/Licensed MFIs Training

Microcredit Regulatory Authority (MRA) is the central regulatory body established by the government 
to monitor and supervise microfinance operations of the country. License from the Authority is 
mandatory to operate microfinance operations in Bangladesh. InM regularly conduct straining 
programmes jointly with MRA with the aim to enhance the capacity of pre-licensed/licensed MFIs. 
The courses especially aim at shedding lights on various aspects of governance issues, related to 
the operations of MFIs. 

Advanced Generic Training of Trainers (ToT)

This training module has been designed to enhance the trainer’s capability that is necessary for 
effective delivery of training. It also aims at familiarizing the learners with ideas on training process; 
critical factors that contribute to a successful management of a training programme; adult learning 
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principles and their implications in training design and delivery; and the importance of linking 
training programmes to organisational needs, using appropriate training methods and materials to 
conduct and facilitate training sessions and so on. 

TAILOR-MADE TRAINING

Tailor-made training programmes are carefully designed, prepared and carried out according to 
the requirements of microfinance institutions. Tailor-made training courses often pave the way for 
our trainers to go that extra mile to get into the heart of the matter, something that may not be 
found in any standard book or training manuals. InM organises tailor-made training courses both 
at national and international level. These include Risk Management and Product Development, 
Microenterprise, Environment Issues, Gender and Development, Mobile Banking, Financial 
Management, and Governance among others.

NETWORKING AND SHARING WITH STAKEHOLDERS

The Institute regularly organises Regional Dialogues with the borrowers and practitioners in the 
divisional areas to share experiences and identify needs of the borrowers/members vis-à-vis 
microfinance practitioners. Lessons learned from these dialogue help InM innovate new ways 
to formulate capacity development roadmap and solve the emerging microfinance issues and 
challenges.

INTERNATIONAL COLLABORATIONS

InM has been extending its capacity building activities internationally. The organisation aims to 
build networks through joint arrangement of training courses with various national and international 
organisations, both at home and abroad; and make exposure visit on the issues of bilateral interest. 
Presently, InM has collaboration with the following international organisations:

 � China Association of Microfinance (CAM), China

 � China Academy of Financial Research (CAFR), China

 � China International Centre for Economic and Technical Exchanges (CICETE), China

 � Beijing HuXinCheng Investment Management Center, China

 � Asian Institute of Technology (AIT), Thailand

 � Banking with the Poor Network (BWTP), Australia

 � Frankfurt School of Finance & Management, Germany

 � International Federation of Training & Development Organisations (IFTDO), UK

 � UTT Microfinance, Tanzania

 � Institute for Global Environmental Strategies (IGES), Japan.
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CAPACITY BUILDING OF PRE-LICENSED NGO-MFIs 

Initiatives have been undertaken to provide a customised package for capacity building of the local 
and small but potential NGO-MFIs to enhance their eligibility to qualify for license of MRA and as 
Partner Organisation of PKSF. InM will oversee operations and compliance issues in particular for 
two years. 

InM TRAINING CENTRE

InM possesses an international standard training centre located at the heart of the capital city, 
Dhaka. It comprises of the following facilities to cater the needs of national as well as international 
participants.

Conference Room and Classrooms for Training

The conference room is well equipped with capacity for accommodating fifty (50) participants 
for conferences, board meetings, and other events for top-level management. Classrooms are 
designed for conduction of trainings, workshops, in-house meeting etc., each classroom having 
a capacity for accommodating 25 participants. The conference room and training rooms have the 
following facilities and amenities:

 � Modern furniture and fixtures

 � Technologically-advanced audio visual multimedia equipment

 � Scope for rearranging classrooms in according to various learning styles

 � Conference and event recording facilities 

 � Wi-Fi zone

 � Spacious lobby

 � Coffee corner

 � Workstation for moderators/ trainers and photocopying/printing facilities

 � Computer lab facilities.

Dormitory Facilities

The centre has apartments and room facilities for seventy (70) participants. The offered facilities 
are as follows:

 � Air conditioned bed rooms with uninterrupted electricity backup

 � Furnished with modern amenities

 � Strong security system

 � Reading corner with internet connectivity 

 � Common space in each apartment for group work, watching TV, reading newspapers and 
magazines

 � Dedicated team for housekeeping services.
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Catering Facilities

The dining services of the centreinclude a wide selection of food and beverages offering buffet to 
themed banquet. It incorporates the standard catering facilities with all requirements.

INTERNSHIP PROGRAMME 

InM’s internship programme offers an excellent opportunity for undergraduate and graduate 
students to work in the development sector and gather firsthand experience of working in an 
official environment. Bright students from renowned universities in the country and abroad are 
enrolled every year for the programme. 

C. EDUCATION

Vision 

Towards establishing a poverty free world, InM sees itself as a frontline center of excellence in 
knowledge creation and management.

Mission

Firstly, InM will contribute to the capacity building of the microfinance sector in Bangladesh through 
training and academic programs for human resource development, conducting research studies 
and dissemination of findings, regular dissemination of new knowledge and technology, for the 
benefits of the sector.

Secondly, the institute should emerge as a center of excellence in microfinance, poverty, enterprise 
development, and other allied areas at the national and international levels through building 
network with microfinance institutions, sector stakeholders, reputed researchers, thinkers and 
professionals, and exchange of ideas and experiences.

Goals and Objectives

InM is committed to poverty reduction and rural development through research, training and 
knowledge management on microfinance at the national and international levels.

Key Objectives: 

 � To conduct research on microfinance and its effects on the economy, poverty alleviation, 
inequality and vulnerability.

 � To initiate, undertake and promote research and action research activities directed towards 
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the expansion, growth and consolidation of national and global microfinance and related 
programs for poverty alleviation.

 � To collaborate with national and international agencies and universities for research, 
action research and other professional activities such as training, livelihood promotion, 
environmental issues, experimentation and academic degree programs in Bangladesh and 
other countries.

 � To use research results and lessons of inter-country experiences and prepare policy notes 
and reports to help policymakers and practitioners of microfinance.

 � To initiate, undertake and arrange training programs for microfinance professionals and 
practitioners from home and abroad.

 � To develop and maintain database on national and global microfinance. To set standards, 
prepare best-practice examples, formulate policy documents and prepare guidelines to 
help the sector stakeholders.

About the Program

The Certificate Course and Diploma in Microfinance offered by InM is based on a long term human 
resource development approach where the participants will get the theoretical understanding and 
practical experience through classroom sessions, hands-on training and field exposure.

There are six Certificate Courses under the Diploma Program:

Each Certificate Course will contain 3 (three) credits (2 credits in class performance and 1 credit 
for field work), to be completed in 12 (twelve) classes. To qualify for the Diploma in Microfinance, a 
participant will be required to complete 6 (six) Certificate Courses of 18 (eighteen) credits of course 
work and 3 (three) credits of internship.To get the Diploma Certificate, the student must complete 
21 credits. S/he will be required to earn a minimum CGPA of 2.50 for obtaining certificate of 
Diploma. For individual Certificate Course, s/he must earn a minimum GPA of 2.25.
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One participant can complete the Diploma Program in 6 (six) months but must complete within 2 
(two) years from the starting date of the academic program. After that period, the validity of his/
her enrollment in the program will expire and s/he will have to apply for readmission.To apply for 
admission, the candidate should be a Graduate in any discipline. Preference will be given to the 
applicants with minimum of three years of experience in any MFI, development Organization, Bank, 
Financial Institution or Non-Bank Financial Institution.

English calendar year is the academic year for the program. The academic year is divided into four 
quarters as under:

Quarter Duration No. of Weeks

Winter January – March 12

Spring April – June 12

Summer July – September 12

Fall October - December 12

Three certificate courses for each batch of students will be offered in a quarter. The classes will be 
held in every Saturday. Duration of each class will be two hours. 

SHORT BIO OF THE AUTHORS
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Dr. Ahmad is a member of the 2007 Nobel Peace Prize winning UN Intergovernmental Panel 
on Climate Change (IPCC) Team. He is also the Coordinator of Bangladesh Climate Change 
Negotiating Team, and a Member of the UNFCCC Clean Development Mechanism (CDM) 
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Executive Director
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Professor Khalily is the Executive Director, Institute of 
Microfinance, a leading research institution on microfinance 
and poverty analysis in Bangladesh. Prior to his joining the 
Institute, he was Professor of Rural Finance at the University of 
Dhaka. He has published papers in national and international 
journals. His research interest areas include inclusive finance, 
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and Ph.D. degrees from the Ohio State University, USA. Professor Khalily was on the Board of 
several institutions including Dhaka Stock Exchange. He is a member of the General Body of 
PKSF, a leading wholesale lending and development agency in Bangladesh. He has professionally 
traveled to a number of countries including France, Japan, China, UK, and Norway.
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S.R. Osmani is Professor of Economics at the University of 
Ulster, United Kingdom and a visiting scholar at the Institute of 
Microfinance (InM) in Dhaka. He obtained PhD in economics 
from the London School of Economics and then worked at 
the Bangladesh Institute of Development Studies (BIDS), 
Dhaka and at the World Institute for Development Economics 
Research, Helsinki before joining the University of Ulster. He 
is currently the editor of the Journal of Human Development 

and Capabilities. He has published widely on issues related to poverty, inequality, hunger, famine, 
nutrition, right-based approach to development and development problems in general. 
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completed his BSS (Hons)in Economics from Shah Jalal 
University of Science and Technology and M.Sc in Economics 
from North South University. Most of his research works 

include impact evaluation of certain anti-poverty program. Other than program impact evaluation 
he is interested in and worked in development issues like: (i) food security; (ii) covariate shock 
and household behavior; (iii) nature of asset accumulation; (iv) occupation dynamics of household 
members; (v) wage labor market; (vi) migration pattern; and (vii) poverty dynamics.
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Institute of Microfinance (InM)
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Microfinance. She has completed her B.Sc (Hons) and M.SC. 
in Economics from Jahangirnagar University. Her research 
works include various development issues, like, evaluation 
of women empowerment, access to and uses of credit, 
financial innovation and mobile banking in Bangladesh, social 
protection and microcredit etc. She has also contributed to 
the following studies and policy papers of InM, like, Impact 

of PRIME Intervention in Greater Rangpur (5th and 6th phase) and in South-Western regions 
of Bangladesh, Access to Finance, Impact of Bangladesh Microfinance Programs on Poverty, 
Multiple Borrowing by MFI Clients, Interest Rates in Bangladesh Microcredit Market, Wealth 
Inequality and Socioeconomic status etc. 
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