BRIEF

Financial Inclusion and Stability:
What Does Research Show?
A growing body of research suggests that whether broad-based access to formal financial
services promotes financial stability depends on how that access is managed within
the regulatory and supervisory framework, especially in terms of financial integrity and
consumer protection. Four factors come into play: financial inclusion, financial consumer
protection, financial integrity, and financial stability. These factors are inter-related and,
under the right conditions, positively related. Yet failings on one dimension are likely to
lead to problems on others. This Brief explores what research to date shows about the
linkages and potential beneficial relationships among these factors, and it identifies gaps
that remain to be explored.
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See World Bank (2008) for an overview.
See Cull, Demirgüç-Kunt, and Morduch (2012), especially chapter 1, for discussion.
See Levine (2005) and Demirgüç-Kunt and Levine (2008) for reviews of the literature on the causal effect of financial development on growth.
See Clarke, Xu, and Zhou (2006); Li, Xu, and Zou (2000); and Li, Squire, and Zou (1998).
For the United States, see Jayaratne and Strahan (1998) and Beck, Levine, and Levkov (2010).
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On improved measurement of financial inclusion, see Demirgüç-Kunt and Klapper (2012).
On the effects of bank branch expansion, see Burgess and Pande (2005) for India and Bruhn and Love (2009, 2012) for Mexico.
On the effects of commitment savings devices in Africa see Dupas and Robinson (2011) and Brune et al. (2011). See also Citi Foundation (2007).
Zhan and Sherraden (2011) find that the accumulation of nonfinancial and financial assets by parents is generally associated with greater
educational attainment by children, but their unsecured debt is negatively related to children’s college completion.
10 See Adasme, Majnoni, and Uribe (2006).
11 We acknowledge that savings accumulation associated with greater financial inclusion does not always lead to more efficient intermediation.
Whether it does so depends crucially on the quality of financial infrastructure, regulation, and supervision.
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• How does financial inclusion contribute to political
Standard-setting bodies (SSBs) and the virtuous

and social stability, and in turn to financial stability?

circle linking financial inclusion, financial consumer
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promote income equality and reduce poverty?
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• What specific impact can increased formal savings

core mandates.

12 See FATF (2011).
13 See CGAP (2011) for discussion.

have?
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