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Abstract

The purpose of the article is to examine the role of household financial literacy in the
development of financial inclusion and to identify the key channels through which it affects
population access to financial services. The study systematizes theoretical approaches to the
interpretation of financial literacy and financial inclusion and analyses the relationship between
the level of financial knowledge of the population and the use of payment, credit, and deposit
financial instruments. The research findings indicate that improving household financial
awareness contributes to the expansion of formal financial service usage, an increase in savings
levels, greater trust in financial institutions, and more active adoption of digital financial
services. Under these conditions, particular importance is attached to examining the
mechanisms through which financial literacy is transformed into practical financial behaviour,
specifically in the use of formal financial instruments. Assessing the impact of account
ownership on the level of formal savings and borrowing enables the determination of the extent
to which access to financial infrastructure facilitates the integration of households into the

formal financial sector.
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Introduction

In the modern global economy, financial inclusion is considered a key prerequisite for
ensuring sustainable economic development, reducing socio-economic inequality, and
improving population welfare. However, a significant share of households worldwide remains
partially or fully excluded from the formal financial system, which is o0ycioBneno not only by
infrastructural barriers but also by insufficient levels of financial literacy. Only about 18% of
individuals demonstrate a high level of financial knowledge, while 64% exhibit a medium level
and another 18% a low level of financial competence [1].

The 2024 Global Findex Database of the World Bank indicates that approximately 1.3
billion adults lack access to formal financial services, which is equivalent to nearly 16% of the
world’s adult population, reflecting a relatively low level of financial expansion [2]. Insufficient
awareness of financial instruments limits the use of formal financial services, increases the

financial vulnerability of the population, and reduces the degree of household integration into



the financial system. Under such conditions, the analysis of the impact of household financial

literacy on the level of financial inclusion becomes particularly important.

1. Literature review

Financial inclusion is a comprehensive category that encompasses the availability of
financial services, the protection of financial service consumers’ rights, and the level of
financial literacy of the population. Financial literacy serves as a key component of financial
inclusion, as it determines the ability of individuals not only to gain access to financial products
but also to use them effectively [3].

In particular, Houston [4], in his studies, considers financial literacy not only as the level
of financial knowledge but also as the ability to apply this knowledge in practical financial
activities, while A. Lusardi [5] emphasizes that financial knowledge contributes to a more
efficient allocation of financial resources and more informed investment decision-making.
Accordingly, the level of financial literacy directly determines the quality of individuals’
financial behavior. Financial knowledge, skills, and attitudes directly influence people’s
perceptions and behavior, fostering more responsible and sustainable long-term decisions and
contributing to the economic well-being of the population [6]. The most generalized definition
is provided by the OECD, which defines financial literacy as a combination of awareness,
knowledge, skills, attitudes, and behaviors necessary for making sound financial decisions and
ultimately achieving financial well-being [7].

Financial literacy is considered an important component of human capital that reduces the
informational and behavioral costs of financial decision-making by facilitating the search,
understanding, and comparison of financial products. In this context, it serves as a «bridge»
between formal access to financial services and their actual use, increasing the likelihood of
opening and actively using transaction accounts that function as the basic infrastructure for
access to savings, credit, insurance, and investment services [8]. As noted by Tulcanaza-Prieto,
the development of financial literacy contributes to strengthening household financial stability,
increasing savings levels, improving the quality of financial decision-making, and fostering
long-term strategies for managing income, assets, and retirement planning, which collectively
enhance the level of financial inclusion [9]. Furthermore, Listyaningsih et al. [10] emphasize
such components as the understanding of financial concepts and terminology and the ability to
use modern financial technologies, which indicates the transformation of the content of
financial literacy under the influence of contemporary socio-economic and technological

changes.



Financial literacy serves as an important determinant of financial inclusion and household
resilience; however, its effectiveness is largely constrained by the uneven distribution of
financial knowledge across different social groups [7]. At the same time, the practical
application of financial knowledge significantly depends on account ownership at a financial
institution as a basic instrument for accessing the formal financial sector.

In contemporary research, account ownership is considered a key indicator of financial
inclusion, as it enables individuals to save, obtain credit, and use other financial services [11].
Thus, access to financial infrastructure creates the conditions for the practical utilization of
financial knowledge, which underscores the need for further empirical assessment of the impact

of account ownership on the use of formal financial products.

2. Model construction and their results

In the context of modern financial system development, access to basic financial services
is considered a key prerequisite for integrating the population into formal financial mechanisms.
The possession of an account at a financial institution enables individuals to perform financial
transactions, including saving funds and accessing credit resources, thereby shaping the
financial behavior of households.

The empirical basis of this study is the Global Findex Database developed by the World
Bank. The data used for the analysis were obtained from the most recent survey conducted in
2024 [2].

Based on this, the following research hypotheses were formulated:

- H1: Account ownership has a positive effect on the level of formal savings;

- H2: Account ownership has a positive effect on the level of formal borrowing.

These hypotheses were tested using simple linear regression models. In the first model, the
dependent variable is represented by the share of the adult population saving at a bank or similar
financial institution (Saved at a bank or similar financial institution (%, age 15+)), while the
independent variable is the share of the population owning an account at a financial institution

(Account (%, age 15+)).



Figure 1. Relationship between account ownership and formal savings across countries in
2024 year
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Source: author’s calculations based on [2]
The estimated regression equation is as follows:
Saved;(y) = —0.0741 + 0.4391x

The chart demonstrates a stable positive relationship, indicating that increased access to
bank accounts contributes to higher levels of savings among the population. At the same time,
the presence of a noticeable outlier on the right-hand side suggests that in certain cases
exceptionally high saving rates may be driven not only by the availability of financial services
but also by additional factors, such as specific government policies or cultural saving practices.

The obtained results indicate a statistically significant positive relationship between the
examined variables (t = 9.68; p-value < 0.001). An increase in the share of the population
holding an account at a financial institution by 10 percentage points is associated with an
average increase of 4.4 percentage points in the share of individuals making formal savings.

The coefficient of determination of the model is R? = 0.494, implying that approximately
49.4% of the variation in the dependent variable is explained by changes in account ownership.
The significance of the model, confirmed by the F-test (F = 93.73; p-value < 0.001), supports
its overall adequacy.

Second model is examined with Borrowed from a formal bank or similar financial

institution (%, age 15+) specified as the dependent variable.



Figure 2. Relationship between account ownership and formal borrowings across

countries in 2024 year
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Source: author’s calculations based on [2]
The estimated regression equation is as follows:
Borrowed(y) = —0.0439 + 0.3016x

The figure illustrates a positive correlation, indicating that increased access to financial
accounts is associated with higher levels of formal borrowing. However, the greater dispersion
of observations compared to the previous model suggests that the volume of formal borrowing
is influenced by a broader set of factors beyond the mere availability of banking services.

The coefficient for x variable is statistically significant (t = 8.18; p-value < 0.001),
indicating a positive effect on the level of formal borrowing. In particular, a 10-percentage-
point increase in the share of the population holding an account at a financial institution is
associated with an average increase of approximately 3.0 percentage points in the level of
formal credit usage.

The coefficient of determination is R? = 0.4108, implying that about 41.1% of the
variation in the dependent variable is explained by the model. The statistical significance of the
model is further confirmed by the F-test (F = 66.94; p-value < 0.001).

The comparison of regression analysis results indicates that account ownership at a
financial institution has a more pronounced effect on the formation of household savings than
on access to formal credit. In particular, a 10-percentage-point increase in the level of financial
inclusion is associated with an average increase of 4.4 percentage points in formal savings,

while the level of formal borrowing rises by only 3.0 percentage points.



This suggests that expanding access to basic financial services primarily stimulates
savings behavior among households, whereas participation in formal credit markets
additionally depends on institutional, income-related, and risk characteristics of borrowers.

Given that previous studies (Frolova, Petrova) indicate the presence of gender
differences in financial behavior, this study additionally examines the propensity of men and
women to use formal savings and borrowing mechanisms.

To this end, a two-sample t-test for independent samples was conducted using the
indicators Saved at a bank or similar financial institution (%, age 15+) and Borrowed from a
formal bank or similar financial institution (%, age 15+). The results revealed statistically

significant gender differences in the use of formal financial instruments.

Table 1. Results of t-Test: Two-Sample Assuming Unequal Variances for savings and
borrowings

Saved at a bank  Saved at a bank Borrowed from a Borrowed from a
or similar or similar formal bank or formal bank or
Indicator name financial financial similar financial similar financial
institution (%, institution (%, institution (%, age institution (%,
age 15+) men  age 15+) women 15+) men age 15+) women
Mean 0,3055 0,2367 0,2217 0,1803
Variance 0,0117 0,0142 0,0103 0,0079
Observations 49 49 49 49
Hypothesized 0 0
Mean Difference
df 93 94
t Stat 2,9978 2,1484
P(T<=t) one-tail 0,0017 0,0171
t Critical one-tail 1,6611 1,6612
P(T<=t) two-tail 0,0035 0,0343
t Critical two-tail 1,9853 1,9855

Source: author’s calculations based on [2]

In particular, the average level of formal savings among men amounts to 30.6%,
compared to 23.7% among women (p-value = 0.0035), indicating a higher propensity of men
to accumulate funds in banks or similar financial institutions. Similarly, the share of men who
borrowed from formal financial institutions is 22.2%, compared to 18.0% among women (p-
value = 0.0343), confirming a statistically significant difference in the use of credit instruments.

Thus, men are statistically more likely than women to engage in both formal savings
and formal borrowing, which may be attributed to differences in financial inclusion, access to

financial resources, and economic activity.



Conclusions

Financial literacy is an important component of financial inclusion, providing a foundation for
the effective use of financial services by the population. The conducted bibliographic analysis
indicates that the research topic remains relevant and continues to acquire new dimensions in
the context of modern financial system development. The results of the empirical analysis based
on the construction of linear regression models confirmed that account ownership at a financial
institution has a positive impact on both the level of formal savings and formal borrowing
among the population across countries worldwide in 2024. At the same time, it was found that
account ownership is not the sole factor determining saving and borrowing behavior, as
financial decision-making also depends on income levels, financial literacy, institutional
environment, and socio-demographic characteristics.

Furthermore, the results of the gender analysis revealed statistically significant differences in
the financial behavior of men and women, indicating a higher propensity among men to engage
in both formal savings and borrowing. This confirms the need to combine measures aimed at
expanding access to financial infrastructure with the development of financial education

initiatives, which may contribute to more effective use of formal financial instruments.
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