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FINANCIAL ECONOMICS | RESEARCH ARTICLE

Financial literacy, financial self-efficacy and 
financial account ownership behavior in Pakistan
Nimra Noor1, Irem Batool1* and Hafiz Muhammad Arshad1

Abstract:  Study examines the role of financial literacy and financial self-efficacy 
of individuals in explaining their behavior to have financial accounts. Study has 
used the questionnaire based survey and collected the data responses from 564 
adults belonging to Sahiwal division. The binary logistic regression model is 
utilized to estimate the probability of having financial accounts in relation to 
individual’s financial literacy and financial self-efficacy level. Estimated results 
show that individual’s financially literacy level is positively related with indivi
dual’s account ownership model among the selected group. While individual’s 
financial self-efficacy level does not explain any positive significant impact on 
individual’s account ownership model. Other socio-demographic variables like 
gender, marital status, education, occupation, and income level are also found to 
have influential impact on the individuals’ account ownership behavior in 
Pakistan. Study recommends that financial literacy is pertinent to have equitable 
financial inclusion in the economy.
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1. Introduction
Financial inclusion refers to have an account in recognized financial organization which enables 
people to formally save, borrow cash, to have insurance and to use payment services (Allen et al., 
2016). Financial inclusion mobilizes a large chunk of savings and encourages the investors to take 
risk and invest more and thus contribute to economic growth. It helps in making more accurate 
and more faster transactions in bulk, that increases the economic growth (Sapovadia, 2017). It 
helps to access to bank deposits enabling the individuals to save and invest in a safer environment. 
It reduces the poor household’s vulnerability to adverse income shocks. Wider access to finance 
enables both producers and consumers to make timely transactions and raise their welfare status 
(Naveen K Shetty & Veerashekharappa, 2009). Financial inclusion further facilitates the all types of 
foreign inflows either remittances or bonds or portfolio or direct investment. (Alfaro et al., 2004; 
Jayaraman et al., 2018; Toxopeus & Lensink, 2008). While lack of financial inclusion may lead to 
continuous income inequality, enhance poverty level, and lower economy growth (Demirgüç-Kunt 
& Klapper, 2013).

A well-developed, sound financial system of an economy ensures access and use of hurdle-free 
financial services such as account ownership, savings, borrowings, money transfers, and payments 
to people who are not involved in formal financial system (Cámara & David, 2015). Financial 
inclusion also promotes financial stability by strengthening the financial institutions (Cull et al., 
2012). Financial inclusion helps in broadening the markets for financial service providers. It helps 
to allocate the funds efficiently among the competing users. It reduces the risk via providing 
a good portfolio diversification of services including insurance (Din et al., 2020; Mohy Ul Din et al., 
2017). It is revealed that broadening the financial credit to large chunk of enterprises reduces the 
probability to have the nonperforming loans and being defaults among the financial institutions, 
thus promotes financial stability (Morgan & Pontines, 2014).

Literature revealed that about 50% of total adult population (i.e. 2.2 billion) is banked while rest 
50% of them are unbanked (Cull et al., 2013; Demirgüç-Kunt & Klapper, 2013). Almost 62% of 
worldwide unbanked adults (nearly 2.2 billion) belong to Africa, Asia, Latin America, and Middle 

Figure 1. Research framework.
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East, of which 1.5 billion belong to East and South Asia (Cull et al., 2013). According to World Bank 
report 2015, South Asia has very low level of financial inclusion (46%) as compared to East Asia 
and Pacific (69%) (World Bank, 2015). Among South Asian countries, Pakistan has low level of 
financial inclusion, i.e. 11–13% as compared to Sri Lanka (82%), India (53%), and Bangladesh 
(31%) (Mani, 2016) (Table 1).

Literature evidenced that there is a strong relationship exists among financial development, 
financial inclusion and inclusive economic growth of developing countries (Thorsten Thorsten Beck 
et al., 2009; Kefela, 2010; L. F. Klapper & Panos, 2012; L. Klapper & PANOS, 2011). Therefore, a large 
number of developing economies are continuously making efforts in order to increase the financial 
access of people to financial services but somehow these efforts remain unsuccessful in terms of 
reach towards the potential level (Demirguc-Kunt et al., 2015). The obstacles on this way are both 
supply side and demand side in nature as suggested by (Beck & De La Torre, 2007).

The supply side barriers include weak financial infrastructure, legal and regulatory barriers, lack 
of competition, gender biases in financial institution practices, and inadequate provision of finan
cial products according to customers’ needs (T Beck et al., 2009; Cámara et al., 2017; CCmara & 
Tuesta, 2015; Kumar et al., 2019; Nandru et al., 2016; Sarma, 2012). While on a demand side, 
economic reasons such as lack of money and personal factors such as individual’s lack of financial 
knowledge, lack of self-confidence, cultural, and gender norms restrict the individual for demand
ing financial products or services (Beck & De La Torre, 2007; Demirguc-kunt & Klapper, 2012; Ghosh 
& Vinod, 2017). The personal reasons include individual’s lack of financial knowledge, lack of self- 
efficacy or confidence, and individuals own feeling that they do not require financial services. 
Likewise in Pakistan, it is observed that around 53.8% of the individuals consider income and heavy 
documentation is the main hurdle of unbanked, while half of the population, i.e. around 50.7 per
cent of people are unbanked due to their personal reasons (Nenova & Niang, 2009; Nenova et al., 
2009).

Table 2 results evidenced that main reason of unbanked in Pakistan is either individuals have not 
enough financial capabilities or they are not fully aware of the potential benefits of being finan
cially included in the system, i.e. demand side factors (Ghaffar & Sharif, 2016; Mindra & Moya, 
2017; Mindra et al., 2017), or financial system is unable to understand the needs of the individuals 
and unable to respond it accordingly, i.e. supply side factors (Miller et al., 2009). Thus it is pertinent 
to investigate the underlying causes in bringing up the vulnerable group of individuals into 
inclusive financial market.

Table 1. Financial inclusion across South Asian countries (Percentage of adults)
Financial 
Inclusion

Pakistan% Bangladesh% India% Sri Lanka% South Asia 
(%)

Account 
ownership

13 31 53.1 82.7 46.4

Financial 
institution 
account

8.7 29.1 52.8 82.7 45.5

Mobile account 5.8 2.7 2.4 0.1 2.6

Saved at 
a financial 
institution

3.3 7.4 14.4 14.4 12.7

Borrow from 
a financial 
institute

1.5 9.9 6.4 6.4 6.4

Source: (World Bank, 2015) 
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Although a number of studies have studied the financial inclusion in context of Pakistan (Kemal, 2019; 
Kumail Abbas Rizvi et al., 2017; Shaikh et al., 2017; Zulfiqar et al., 2016). Almost all of them remain 
focused on the supply side factors, and hardly none of the one has examined the role of demand side 
factors such as financial capabilities including financial literacy and financial self-efficacy. Building on 

Table 3. Measurements of variables
Construct Code Items
Financial inclusion (account 
ownership)

Account Do you have an account in bank?

Financial literacy FLL1 Know about savings

FLL2 Know about loans

FLL3 Know about remittances

FLL4 Knowledge about current account

FLL5 Knowledge about savings/PLS 
account

FLL6 Knowledge about ATM

FLL7 Know in what way to open an 
account.

FLL8 Know in what way to draw or 
deposit cash in an account.

Financial self-efficacy FSS1 Confident about managing 
personal finances

FSS2 Can expend below my income

FSS3 Can develop a spending plan to see 
where I need to make changes

FSS4 Set financial goals regarding my 
future wellbeing.

FSS5 Can develop a strategy to achieve 
my financial goals

FSS6 Have resources to utilize financial 
services for goals

FSS7 Can deposit cash in bank 
confidently

FSS8 Confident to choose the right 
financial product according to my 
needs

Source: Survey Questionnaire 

Table 2. Barriers to financial inclusion in Pakistan
Reasons for unbanked % of adults in Pakistan
Requirement for becoming 
a customer

Lack of documentation 53.8

Lack of money

Personal reasons Lack of financial literacy 50.7

Lack of self-confidence

No need of an account

Accessibility issues Too far away 4.9

Too expensive

Socio-cultural reasons Lack of trust 8.5

Religious reasons

Source: (Nenova & Niang, 2009) 
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this research gap, the present study is intends to study the individuals’ financial literacy, and financial 
self-efficacy in explaining the their behavior to have the financial accounts in Pakistan.

So the underlying objectives are as follows:

✓ To study the relationship between individual’s financial literacy level and financial account 
ownership behavior in Pakistan. 

✓ To study the relationship between individual’s financial self-efficacy level and financial 
account ownership behavior in Pakistan. 

✓ To study the mediation impact of individual’s financial self-efficacy level on the relation
ship between financial literacy and financial account ownership behavior in Pakistan. 

There are two main contributions: first, study has examined the role of financial literacy and 
financial self efficacy in explaining the individual’s behavior to have formal financial accounts. 
Second, study contributes in terms of study area selection. The earlier conducted surveys such as 
SBP Access to Finance (A2F) Survey conducted in year 2008 and in year 2015, both were under
taken in large cities such as Islamabad, Lahore, Karachi, and Faisalabad while small cities were 
ignored. However studying small divisions are also important to bring forth the equitable financial 
inclusion in limited areas as well. The present study had been undertaken in Sahiwal division that 
includes three relatively small districts named Sahiwal, Okara, and Pakpattan. The study will help 
to identify the problems of financial account ownership in these areas and thus will contribute in 
policy formulation at national level. The paper is organized into five sections. Section 2 provides 
a brief literature review; Section 3 elaborates on the data, model and method used; Section 4 
discusses the empirical results and findings; and Section 5 concludes the discussion and provides 
policy implications stemmed from this analysis.

2. Literature review
According to Sen’s Capability approach, all forms of capabilities are important for individual’s 
functioning achievement that in turn enhances their well-being (Robeyns, 2003, 2006; Sen, 
2007). Evans (2002) states that individuals have many resources whose values are only recognized 
when they have the capabilities to transform them into valuable products. He found that the 
interrelated capabilities within individuals affect their well-being outcomes (Evans, 2002). The 
underlying study derived the theoretical framework based on Sen’s capability approach (Sen, 
2007) and examined the relationship between financial capabilities including financial literacy 
and financial self-efficacy on individual’s account ownership behavior (Figure 1).

Financial inclusion is defined as inclusion of people into the formal financial system. It enables 
the people to have an account in banks which further encourage them to save, borrow, and 
transfer money officially (Serrao et al., 2012; Zins & Weill, 2016). However, the actual realization 
of benefits being formally financially included depends upon individuals financial capabilities. 
Financial capabilities such as financial literacy and financial self-efficacy enables individuals to 
make better economic decisions, raise their rights and responsibilities by using the financial 
services, and to know and manage risk and return efficiently (Maslow, 1943). For example, 
capabilities regarding financial management skills such as financial literacy and financial self- 
efficacy are the abilities that motivate the individuals for well managing of their lifetime events 
such as housing, education, illness, marriage, or retirement planning through financial inclusion 
(Ghaffar & Sharif, 2016; Mindra et al., 2017).

Financial literacy refers to as information, awareness, and knowledge of the people about financial 
products, institutions, and terms related to everyday decision making like interest rate, inflation, 
savings, borrowings, risk, return, etc.; and practical know how about financial products and terms 
(Lusardi & Mitchell, 2011; World Bank, 2013). World is facing recession, high food and fuel costs, 
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bankruptcy, credit contraction, and harsh drop in savings. These stressors affect the people, families, 
and societies. So, sound financial decisions and safety in a frighteningly difficult world requires the 
individuals to must have knowledge about their personal finance and develop their money manage
ment skills (Mccormick, 2009). Because individual’s informed financial decision can increase risk 
sharing, decrease economic instability, improve intermediation, and enhance inclusive financial sys
tem (Cole et al., 2011). In low-income economies, formal financial access is limited and only a few 
percentages of people have access to sophisticated financial products, e.g. bank account, savings, and 
borrowings due to limited financial knowledge even among the entrepreneurs (Akudugu, 2013; Xu & 
Zia, 2012). Barbić et al. (2016) also confirmed that individuals do not use the financial products 
because of less financial knowledge and skills (Barbić et al., 2016). Kostov et al. (2015) found that 
the individuals need basic knowledge even to open and own an exclusive financial account, that is rare 
in most cases (Kostov et al., 2015). Similarly, Bongomin et al. (2016) concluded financial literacy is 
important because it can empower the poor to evaluate, compare financial products, and make 
informed financial choices and decisions (Bongomin et al., 2016). Financial literacy may help in 
decision making process, and may improve the saving rates and credit worth of debtors and conse
quently results into more financial access and utilization of financial products (Bongomin et al., 2016). 
Thus, financial literacy is assumed to be here a great predictor of behavior toward having a formal 
financial accounts and also help to alleviate the undesirable factors of financial inclusion like lack of 
trust, documents, and money as discussed by (Akudugu, 2013; Lotto, 2020).

Financial Self-Efficacy is the level of confidence an individual has on his ability to access, use 
financial products or services, undertake a financial decision, and deal with the complex financial 
situation (Amatucci & Crawley, 2011; Ghosh & Vinod, 2017). Financial self-efficacy is related to 
social cognitive theory, which states that perceptions of self-efficacy influences every facet of 
individual’s lives containing their objectives, their choices and their determination in achieving 
tasks, positive or negative patterns of thought and the measure of their persistence in facing 
problems. Also, individual’s recognition of self-efficacy influences how to perform, think, feel, and 
self-motivate themselves (A. Bandura, 1991, 2005). It is observed that over the years the self- 
efficacy variable truly mediates the relationship between several variables and desired action 
executions in particular domains. As self-efficacy due to its greater predictive power influences 
individual tasks or choices directly when it is domain-specific and to perceive positive outcomes 
indirectly that individuals frequently expect. And individual desired behavior can be acquired and 
regulated based on their self-efficacy in order to obtain a certain outcome (A. Bandura, 1977, 
2005). Families and school provide formal as well as informal environment whereas parents and 
teachers teach them skills, develop confidence, and understandings of what is acceptable beha
vior. Thus, it is essential to build knowledge and confidence to make decisions (Danes & Haberman, 
2007). Further, individuals with sufficient financial knowledge and information are self confident of 
on their capabilities in making successful transactions. Besides, self-efficacy also indirectly played 
a helpful role in the procedure of cognitive thinking to achieve desired action driven by the 
willpower apart from the skills individuals endowed (Hejazi et al., 2008).

2.1. Research hypotheses
Based on literature, this study develops hypotheses as follows: 

H1: There is a significant positive relationship between financial literacy and financial account 
ownership behavior.

H2: There is a significant positive relationship between financial self-efficacy and financial account 
ownership behavior.

H3: There is a significant positive relationship between financial literacy and financial self-efficacy 
level.
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H4: Individual’s financial self-efficacy level mediates the relationship between individual’s financial 
literacy level and financial account ownership behavior.

Individual socio-demographic characteristics such as gender, marital status, education, income, 
andlocation are also expected to influence the financial inclusion; therefore included in the 
analysis (Atinc et al., 2011; Park & Mercado, 2015; Zins & Weill, 2016). Besides, occupation needs 
also encourage the individuals to be involved in formal financial system, therefore also included in 
the analysis (Nandru et al., 2016).

3. Study settings and design
The study used the cross sectional research design to examine the relationship among the under
lying variables at a specific point in time (Sedgwick, 2014). The target population for the study 
consists of all adult individuals both having and non-having financial accounts belonging to 20 
+ year’s age group, in Sahiwal, Okara, and Pakpattan. Study surveyed the respondents through 
a self-administered questionnaire and collected the required data information from the respon
dents. The questionnaire instrument is built keeping in review all ethical standards and finally 
approved by the Research ethics committee at COMSATS University Islamabad, Sahiwal Campus.

The developed questionnaire consists of questions related to the socio-demographic character
istics of the individual, financial inclusion, financial literacy and financial self-efficacy. Furthermore, 
study used the purposive sampling technique to select the sample units, i.e. individuals (Palys, 
2008). A sample of 564 respondents was considered, that is enough to represent the target 
population of Sahiwal Division, Pakistan (Pallant, 2011). A brief introduction related to the main 
purpose of this survey and its information utilization is provided to the surveyed respondents. 
Besides, respondents have given the free choice either to participate or not participate in the 
survey. Respondents are assured and clarified that the collected information will be utilized only 
for the academic purposes and will not be shared with anyone for some other purposes. Thus 
study followed the all ethical standards set by the Ethics Review Committee at COMSATS University 
Islamabad, Sahiwal Campus.

3.1. Measurement

3.1.1. Financial inclusion
Financial inclusion variable is defined as a dichotomous binary variable (i.e. if having an account 
Y = 1 and Not having an account Y = 0). While socio-demographics variables are defined on 
categorical and nominal scale (Pakistan Economic Survey, 2015) (Table 3).

3.1.2. Financial literacy
Financial literacy’s scale was adopted (Mindra & Moya, 2017; World Bank, 2015). It consists of 8 
items and responses are collected on five point likert scale from “strongly disagree” to “strongly 
agree.” The construct is reliable as its computed Cronbach’s alpha score and composite reliability 
score are 0.907 and 0.902 respectively i.e. greater than of 0.7 value (see Table 4).

3.1.3. Financial self-efficacy
Financial self-efficacy’s scale items are also adopted from (Ghosh & Vinod, 2017; Mindra & Moya, 
2017). It consists of eight items and measured on 5- point likert scale ranged between “Not at all 
true” to “Exactly true.” The computed Cronbach’s alpha score and composite reliability score are 
0.904 and 0.908 respectively. Both scores are found to be greater than 0.7, thus showing and 
validating the reliability of the construct.

Study defined the financial inclusion in terms of individual’s financial account ownership. It is 
a dichotomous variable, having two discrete outcomes: (1) Individual has a formal financial 
account ownership and (2) individual does not have a formal financial account ownership. Study 
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used the binary logistic regression as the most suitable technique in case of binary nature 
dichotomous dependant variable (Baron & Kenny, 1986).

The logistic regression model was estimated as follow: 

Li ¼ ln
pi Y ¼ 1ð Þ

1 � pið Þ

� �

¼ βo þ βiXi þ εi (1) 

Where i = 1,2,3 … n

Liis the log of the odds ratio in favor of individuals having a formal financial account in 
a financial institution, i.e. the ratio of the probability that an individual will have a formal financial 
account (pi) to the probability that it will not have a formal financial account in a financial 
institution 1 � pið Þ. In this way, the dependent variable Yi represents the “financial inclusion” 
that assumes two values: (1) Y assumes value ”1,” if the person has a formal financial account 
in a l financial institution; and (2) Y assumes value “0” if the person do not has a formal financial 
account in a financial institution. The logistic regression estimation also provides the odd ratios. 
For example, if the estimated odd ratio pi = 0.8, it means that odds are “4” to “1” in favor of having 
an account to not having a account. While βo is the intercept; βi is the coefficient of the indepen
dent variable Xi (Brooks, 2008; Greene, 2012). Study examined the financial literacy and financial 
self-efficacy impacts on the dependent variable along with related socio-demographic factors such 
as gender, marital status, education, and income (see Table 5). The collected data set was 
analyzed by using SPSS descriptive analysis, correlation analysis and logistic regression model.

Table 4. Reliability analysis
Sr. No. Variables No. of Items Cronbach’s 

Alpha Score
Composite 

Reliability Score
1 Financial literacy 8 0.907 0.901

2 Financial self- 
efficacy

8 0.904 0.908

Source: Survey results & Authors Estimates 

Table 5. Variables specification and measurement
Variable Name Notation Specification
Financial inclusion Yi 0 = not having an account; 

1 = having an account

Financial literacy X1 1 = strongly disagree; 2 = disagree; 
3 = neutral; 4 = agree; 5 = strongly 
agree

Financial self-efficacy X2 1 = strongly disagree; 2 = disagree; 
3 = neutral; 4 = agree; 5 = strongly 
agree

Gender X3 1 = male; 2 = female

Marital status X4 1 = married;2 = unmarried

Education X5 1 = less educated; 2 = educated; 
3 = highly educated

Occupation X6 1 = Formal employed; 2 = Informal 
employed; 3 = Unemployed; 
4 = Student

Income X7 1 = 0–30,000; 2 = 31,000–60,000; 
3 = 61,000 & above
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4. Results and discussion

4.1. Socio-demographics characteristics and financial inclusion (account ownership)
Table 6 gives a summary of the socio-demographic details of the 564 respondents selected in this 
study. Respondents were categorized on marital status, gender, residence, age, education, occu
pation, and income basis. There were 322 males and 242 females in the selected sample. Among 
males 64% of respondents were found to have financial account and among females only 42% of 
respondents were found to have the financial accounts. About 55% of married respondents and 
53% of unmarried were found to have the formal financial accounts. The respondents were 
selected from both urban and rural area of Sahiwal division. 301 respondents are belonged to 
urban area, while 263 respondents are belonged to rural areas. About 58% of the respondents 
belonging to the urban area were found to be financially included, while relatively less, i.e. 50% of 
the respondents belonging to rural area were found to have the formal financial accounts (see 
Table 6). Respondents were also categorized on the basis of age as well. There were 303 respon
dents who aged between 20 and 30 years and 50% of them were financially included. While 204 
respondents who aged between 31 and 40 years, about 57% of them were financially included; 
46% of respondents who aged between 41 and 50 years, about 63% of them were found to be 
financially included; while only 11 respondents who were aged above 51 years were found to be 
financially included. It implied that the respondents who were belonged to higher age group were 
more financially included as compared to the respondents who were belonged to lower age group 
(see Table 6). It may be because that people belonging to higher age groups were well settled, 
have permanent source of income and financially sound profession, and thus majority of them had 
the formal financial accounts.

Table 6. Financial inclusion and exclusion across socio-demographic group
Socio-demographic Group Frequency Financially 

included (%)
Financially 

Excluded (%)
Gender Male 322 63.7 36.3

Female 242 42.1 57.9

Marital status Married 311 55.3 44.7

Unmarried 253 53.4 46.6

Residence Rural 263 50.2 49.8

Urban 301 58.1 41.9

Age 20–30 303 49.5 50.5

31–40 204 57.4 42.6

41–50 46 63 37

51-above 11 100 0

Education Less educated 111 16.2 83.8

Educated 180 48.9 51.1

Highly educated 273 73.6 26.4

Occupation Formal Employed 233 78.5 21.5

Informal employed 142 45.1 54.9

Unemployed 120 23.3 76.7

Student 69 46.4 53.6

Income 0–30,000 367 40.3 59.7

31,000–60,000 134 76.1 23.9

61,000-above 63 90.5 9.5

All respondents 564 54.4 45.6
Source: Authors Estimates 
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Study also classified respondents on the basis of education i.e. less educated, educated and highly 
educated class. Data results show that majority (83%) of the respondents who belonged to unedu
cated class do not have financial accounts. While among educated class about 48.9% of respondents 
and among highly educated classes about 73.6% of respondents were found to have formal financial 
accounts. It means education level exerts positive impact on financial account ownership behavior. 
Respondents were also categorized on the basis of their occupation. There were about 233 respon
dents who were formally employed, 142 respondents were informally employed, 120 respondents 
were unemployed, and 69 respondents were students. Among 233 formal employed respondents, 
about 78% of respondents are financially included, on the contrary, among 142 informal employed 
respondents, 45 % of them are financially included. Similarly, among 120 unemployed respondents, 
only 23 % respondents are financially included and among 69 students only 46 % of them were 
financially included. It implies that people who are formally employed, i.e. salaried class maintain the 
financial accounts.

Income levels also explain the extent of financial account ownership behavior among the 
respondents. It is revealed that respondents who belonged to lower income groups (Rs. 
0–30,000) were relatively less financially included (about 40.3% of them) as compared to those 
who belonged to the higher income group categories (see results in Table 6) On average, the 
financial inclusion is turned out to be 54.4% in Sahiwal division, which is relatively higher than 
other areas in Punjab Pakistan.

Descriptive statistics of variables are shown in Table 7. The computed average financial literacy 
score is about 3.96 for selected sample, it implies that on average all respondents are financially 
literate. The means score of financial self efficacy is turned out to be 4.04, it implies that all 
respondents have good financial confidence as well. Data normality is tested by skewness and 
kurtosis. The skewness values of all variables lie between +1 and −1 and kurtosis values lie 
between +2 and −2. Results show that underlying data collected on financial inclusion (account 
ownership), financial literacy and financial self-efficacy belongs to normal distribution.

The Pearson correlation coefficients results revealed the significant positive linear association 
between financial literacy and financial account ownership behavior. Similarly, estimated results 
revealed significant positive linear association between financial self-efficacy level and financial 
account ownership (see Table 8).

4.2. Estimated logistic regression results
Estimated results report significant positive (b = 1.499, SE = .19, OR = 4.48) impact of financial 
literacy level on financial account ownership behavior. The estimated odd ratio of financial literacy 
variable is 4.48, which indicate that the more financially literate a person, the more possibility he/ 
she is to have a bank account ownership by a factor of 4.48, all other factors being equal (see 
Table 9).

Table 7. Descriptive statistics and data normality results
Variable N Mean Std. Dev Skewness Kurtosis

Statistics Std. Error Statistics Std. Error
Financial 
inclusion

564 0.54 0.49 −0.178 0.103 −1.975 0.205

Financial 
literacy

564 3.98 0.98 −0.980 0.103 0.294 0.205

Financial 
self- 
efficacy

564 4.08 0.78 −1.035 0.103 0.602 0.205

Source: Authors calculations 
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Similarly, gender (if a person is male), marital status (if a person is married), education (if 
a person is highly educated), Occupation (if the person is formally employed) and income (if 
a person earns higher than 30,000 rupees) are significant predictors of explaining the financial 
account ownership behavior at 5% level of significance. Also, the estimated odds of a person who 
is a male are more (about 2.28 times more) than a female person. This is a clear cut gender gap 
problem. Country’s female labor force participation is very low i.e. only about 25% even among the 
educated women. They prefer to remain in their houses, and do not want to work. Since they are 
not employed in formal sector, they do not earn regular income and so not having the financial 
accounts. In short, females in Pakistan are less financially included mainly because of the male 
dominant system of the society (SBP Financial Access Survey 2015). They have been kept behind 
men in each and every sphere of life; therefore have less education, less formal employment, less 
income, less knowledge of financial products and less financial self-efficacy levels. World Fact Book 
(2017), also confirmed that females are financially excluded mainly because of two reasons: First, 
cultural and religious norms they keep around them. Second are the institutional factors. Study 
results coincide to the earlier studies results, that recognized the gender gap is a worldwide 

Table 8. Correlation analysis
Financial Account 

Ownership
Financial literacy Financial self- 

efficacy
Financial Account 
Ownership

1 .575*** .298***

Financial literacy 1 .475***

Financial self-efficacy 1

***denotes statistical significance of the results at 1% level of significance. 

Table 9. Dependent variable (financial inclusion in terms of account ownership)
Variables βis S.E. Wald d.f. Sig. Odd Ratio 

(eβi)
Financial literacy 1.499 .192 60.900 1 .000*** 4.478

Financial self- 
efficacy

.182 .176 1.065 1 .302 1.199

Gender (male) .828 .282 8.594 1 .003** 2.288

Marital status 
(married)

.600 .280 4.590 1 .032** 1.822

Education 7.114 2 .029***

Educated .221 .400 .305 1 .581 1.247

Highly educated .951 .453 4.406 1 .036** 2.588

Occupation 18.073 3 .000***

Formal employed 1.131 .366 9.546 1 .002*** 3.100

Informal 
employed

−.100 .500 .040 1 .841 .905

Unemployed .378 .459 .678 1 .410 1.459

Income (000) 12.790 2 .002***

31,000–60,000 .861 .316 7.409 1 .006*** 2.366

60,000 and above 1.727 .587 8.671 1 .003*** 5.626

Constant −8.754 1.017 74.043 1 .000*** .000

Note:Cox and Snell’s (R2) is 0.43 and Nagelkerke R-square (R2) is 0.578; it implies that 43 to 57% variation in the 
individual’s account ownership behavior are explained by the estimated model. Model chi-square statistic is also 
significant at 5 % of significance, showing that overall model fit is good in explaining the variation in the model. 
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phenomenon (Almenberg & Dreber, 2015; Demirguc-Kunt et al., 2015; Ghosh & Vinod, 2017; Kairiza 
et al., 2017; Nanziri, 2016).

Another important socio-demographic variable is the individual’s marital status that has sig
nificant impact on financial inclusion. The odd ratio associated with marital status indicates that 
person who is married having account 1.82 times more than the unmarried person. It is true 
because after a certain age, when person have stable income flow then intend to save for her 
family, children, education, other needs, etc. empirical findings are consistent to the studies 
conducted by (Demirgüç-Kunt et al., 2013; Hilary et al., 2017; Kumar, 2013; Lotto, 2018; Love, 
2010).

Education has also significant impact on financial account ownership behavior at 5% level of 
significance. Odd ratios comparison of highly educated (2.58), educated (1.24) in comparison to 
less educated (i.e. primary educated) respondents indicate that educated and highly educated 
people are more like to have financial accounts in comparison to the less-educated respondents. It 
suggests that when person become highly educated, his probability to be included in the proper 
financial system increases.

Estimated results show that the occupation also has a significant determinant for financial 
account ownership behavior. The odd ratios comparison associated with formal (3.06), informal 
employed (0.96), and unemployed (1.34) indicates that formally employed people are more (three 
times more) likely to be involved in financial inclusion than informally employed and unemployed 
people. It may be because formally employed people have financial accounts to receive their 
incomes. While the people who are informally employed, they have irregular patterns in their 
income, so they do not maintain the financial accounts most often. Similarly the unemployed 
persons, they lack money to have financial accounts.

Income level is also an important determinant to financial account ownership model in an 
economy. Estimated odd ratio associated with high income class is 5.626, that imply the odd 
chances of having a financial account is about five times more for high income individual than 
a person belonging to the low income class. Similarly the average probability to have the financial 
account is twice for a person who is earning income between 31,000 and 60,000 rupees than 
a person who is earning below 30,000. So it is revealed that with the rise in income level, the 
tendency to have the formal financial accounts rises among the selected respondents, or we can 
say that people who have high earnings are more like to be involved in financial inclusion than low 
earning people and they all are marginally significant. Study results are in line with the earlier 
studies (Demirguc-Kunt et al., 2015; Zulfiqar et al., 2016).

Following the Mindra and Moya (2017) study, we also tested for the indirect mediation impact of 
financial self efficacy level on the relationship between financial literacy and financial account 
ownership model (see Table 10).

R2 is 0.225; Model F statistics is also significant at 5% level of significance.

Although study found a strong positive impact of financial literacy on financial self-efficacy 
(b = .38, t = 12.79, p = 0.00), but we found no mediation impact of financial self-efficacy level on 
the relationship between financial literacy and financial account ownership model (see Table 10). 
We have also tested the mediation impact significance using the Sobel test (Preacher & 
Leonardelli, 2001). Estimated results indicate that there is no significant mediation impact of 
financial self-efficacy found on the relationship between the financial literacy and the financial 
account ownership behavior (see Table 11).

It may be true because we measured the financial inclusion in terms of just having financial 
accounts. Our survey results show that majority of the respondents have financial accounts just to 
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keep the money safe (about 91%)); to transfer and receive money from the people living abroad 
(83%); to receive salaries (67%) and to earn profit (36%) from fixed deposits (see Figure 2). While 
financial self efficacy does play a role in financial inclusion in terms of usage and quality of 
financial accounts as defined by Mindra and Moya (2017). And financial self-efficacy do not have 
impact on just to have the financial accounts as shown in the estimated results reported in Table 
9, where individual’s financial self-efficacy has shown no significant direct impact (b = .18, SE = .18, 
OR = 1.199) on financial account ownership model.

5. Conclusion and policy implications
Financial inclusion has a great importance for the economy’s inclusive growth worldwide and it 
became a policy part of many economies especially developing economies. For this purpose, many 
developing economies are trying to increase the financial inclusion focusing on both supply side 
and demand side determinants. The sole responsibility of supply side factors, i.e. provision of easy 
and reliable formal financial products and services to a large number of people within an economy 
remains with the regulatory authority bodies of the financial sector, while demand side factors, e.g. 
individual’s personal capabilities such as financial knowledge, belief, and financial self efficacy of 
the individual to acquire and use the financial services. The present study has investigated the 
impact of financial literacy and financial self-efficacy on financial account ownership behavior in 
Pakistan. We have measured the individual’s financial inclusion in terms of having a financial 
account in a financial institution. Estimated results show that the financial literacy has a strong 
positive impact on financial account ownership behavior. However, financial self efficacy does not 
play a significant role in financial account ownership model. Actually people in Pakistan own 
financial accounts normally to receive salaries, to receive loans and to make payments, and 
financial self-efficacy, i.e. individuals self-confidence related to the usage of financial products 
does not matter here. All other variables like age, marital status, occupation, income also explain 
the individual account ownership behavior.

Study recommends that financial literacy leads to increase the financial inclusion across all 
segments of society in Pakistan irrespective of age, sex, marital status, occupation, and income 
and geographical location. Financial literacy in individuals stimulates better emotional state of 
authorization and informed judgment regarding finance choices. The study contributes to the 

Table 11. Mediation impact of financial self- efficacy on financial literacy and financial 
inclusion relationship
Variables Mediating 

Variable
Indirect 
effect

Direct effect Total Effect Result

Financial 
literacy and 
financial 
inclusion

Financial self- 
efficacy

0.07 1.499*** 1.566 Reject H4

Source: Author calculations. 

Table 10. Dependent variable (financial self-efficacy)
Variables β S.E t p value 95 % CI for B

Lower Upper
Constant 2.587 .12 21.48 .000*** 2.35 2.82

Financial 
literacy

.376 .029 12.79 .000*** .32 .43

Source: Author calculations. 
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National Financial Inclusion Strategy (NFIS) that was implemented by State Bank of Pakistan (SBP) 
in collaboration to Government of Pakistan.
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