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ABSTRACT 

 
Objective – Financial Inclusion is an essential agenda at the ASEAN level. Increasing financial inclusion aims to 

develop the economic capacity of the population to reduce poverty and encourage income distribution. This study aims 

to analyze the relationship of financial inclusion to the achievement of Sustainable Development Goals (SDGs) in the 

aspect of poverty alleviation in ASEAN.   

Methodology/Technique – This study uses a quantitative approach. The data used is secondary data in the period 

between 2010 and 2018. Data processing uses multiple regression. The financial inclusion dimensions analyzed are the 

socioeconomic dimension and the infrastructure dimension. 

Findings – Financial Inclusion has a negative and significant relationship with the achievement of sustainable 

development goals (SGDs) in the aspect of poverty alleviation in ASEAN. 

Novelty – The statement that the development of countries in ASEAN to realize SDGs on poverty eradication becomes 

very important. This study is essential for policymakers regarding poverty alleviation and financial inclusion 

development. This study contributes to the financial inclusion literature in ASEAN with an emphasis on the 

socioeconomic dimension. 
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_______________________________________________________________________________________ 

1. Introduction 

Development is a process of the amendment that includes various fundamental changes in social structure, 

attitudes of citizens, national institutions, economic growth, and all aspects of state life (Todaro & Smith, 

2017). Poverty is still the biggest obstacle to the development process because of the inability of the 

population to obtain sufficient income to meet their daily needs. One way the government can address this 

problem is to implement sustainable development (United Nations (UN) Sustainable Development Goals 

(SDGs) program, which has 17 goals and 169 targets (Suresh & Johnson, 2015)). At SDGs, all objectives 

were interconnected, so success at one goal will solve problems at another (UNDP, 2016). 
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The success of development is characterized by an active and stable financial system (Demirguc-Kunt et. 

al. 2008, Sarma & Pias, 2011). Construction of the financial sector will increase access and use of banking 

services by residents (Sarma & Pias, 2011; Kuri & Laha, 2015; Abdullahi & Fakunmohu, 2017). Access to 

financial services is increasingly open, allowing citizens to increase their income through productive credit 

(Sarma & Pias, 2011, Park & Mercado, 2015). 

Financial inclusion has become an influential agenda at the international and national levels. At the 

international level, financial inclusion was discussed in the G20, OECD, AFI, APEC, and ASEAN forums. 

The financial inclusion strategy arises because of the low financial access by the population resulting from 

low-income levels, the lack of knowledge of the community about finance and banking, bank administration 

costs, which are considered high, and the bank's reach far from residential areas. The goal of a financial 

inclusion strategy is to develop economic activities of the population that do not yet have access to financial 

services, to overcome the problem of poverty, and encourage income distribution. 

Sustainable development is an essential condition for the success of a country. However, it is not enough if 

it is not followed by inclusive development (Ali & Son, 2007; Neaime & Gaysset, 2018). Inclusive 

development is defined as growth, which creates not only new economic opportunities but also guarantees 

equal access to opportunities created for all segments of the population, especially for the poor (Ali & Son, 

2007, Nanda & Kaur, 2016). An inclusive financial system will increase the efficiency of financial services 

and the welfare of the population (Grohmann et. al. 2018, Neaime & Gaysset, 2018). 

Financial inclusion has an impact on poverty alleviation because the main problem facing the poor is 

limited financial access (Park & Mercado, 2015). Therefore, financial inclusion will be the access provided to 

raise the poverty problem that exists in developing countries in ASEAN. Inclusive state finance can be 

triggered by various factors, such as socio-economic conditions, infrastructure, and banking (David et. al. 

2018). Factors in socio-economic conditions include income per capita, financial literacy, unemployment, 

and the village population. Meanwhile, what is included in the infrastructure category can be the number of 

asphalt road networks, the number of internet users, the number of telephone users, the use of computers and 

newspapers. Next included in the category of reproduction is the amount of savings, deposits and credits, 

papers, and credit-deposit ratios. The purpose of this study is to analyze financial inclusion in achieving 

SDGs in ASEAN. The countries examined include Indonesia, Malaysia, the Philippines, Thailand, Brunei 

Darussalam, Cambodia, Singapore, and Myanmar, while Laos and Vietnam are not examined because of 

limited data access. The financial dimensions studied include socioeconomic factors with variable literacy 

rates and GDP per capita, and infrastructure factors with asphalt road variables. 

2 Methodology 

This study is quantitative. This study uses secondary data types in the form of time series data and cross-

section periods between 2010 and 2018. The data collection technique is library research. The calculation of 

the financial inclusion index uses data on the number of deposit accounts, the number of financial services, 

the proportion of credit and savings to banks in ASEAN countries. This study uses several variables that 

affect financial inclusion, namely Literacy Rate, Infrastructure (Asphalt Road), and GDP Per Capita. An 

analysis of the relationship between variables is conduct3ed using multiple regression methods. Data quality 

testers use the classic assumption test.  

3 Results and Discussion 

3.1. Financial Inclusion Index ASEAN    
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The financial inclusion index consists of 3 dimensions, namely banking penetration, availability of 

banking services, and use of banking services. The average value of financial inclusion indexes of eight 

countries in ASEAN for the period 2010 to 2018 was 0.42. This financial inclusion index is included in the 

medium category. 

The inclusive financial index in ASEAN has a positive trend (Figure 1). The increase in the financial 

inclusion index in ASEAN is due to an increase in the value of each financial inclusion dimension. An 

increase in the financial inclusion index indicates an increase in access and use of banking services by the 

population. This is in line with the development of the banking sector in ASEAN.   

 

 

Figure1. Financial Inclusion Index in ASEAN and its Dimensions 2010-2018 

The average value of each dimension of the formation of a financial inclusion index in ASEAN is included 

in the Medium category. The availability of banking services has the highest value compared to the 

dimensions of banking penetration and the dimension of the use of banking services, which ranges from 

0.369 to 0.472. This indicates positive growth in the number of banking branches in ASEAN. The more bank 

branches, the higher the population's opportunity to reach financial services. The availability dimension is 

due to the continued development of infrastructure in ASEAN countries. 

The dimensions of the use of banking services are lower than the aspects of the availability of banking 

services. The dimensions of the use of banking services are in the moderate category, with an average index 

score of 0.43. In the period 2010-2018, the use of banking services by the ASEAN population has increased. 

This increased dimension shows an increase in the volume of savings collected, which has implications for 

the rise in credit by banks in ASEAN.   

Of the three dimensions, the dimension of banking penetration has the lowest value compared to the 

dimensions of the availability of banking services and the dimensions of the use of banking services ranging 

from 0.357 to 0.433. This means that the majority of the population in ASEAN accessing banking services is 

still relatively low. 

 

0.357 0.367 0.400 0.395 0.408 0.412 0.420 0.422 0.433 

0.412 
0.416 0.422 0.437 0.472 0.479 0.470 0.469 0.461 

0.369 
0.370 0.409 

0.427 0.443 
0.458 0.469 0.465 0.472 

0.376 0.380 
0.404 0.414 

0.436 0.445 0.449 0.449 0.452 

2010 2011 2012 2013 2014 2015 2016 2017 2018

Banking Penetration Banking Services Use of Banking Services Financial Inclusion Index



Ahmad Ma’ruf, Febriyana Aryani 

150 
J. Bus. Econ. Review 4 (4) 147 – 155 (2019) 

 

 

 

Figure 2. Trend of Financial Penetration Dimensions in ASEAN in 2010-2018 

There are three countries in ASEAN that have banking penetration indexes with high categories, and there 

are three countries classified as low categories (Figure 2). The positive trend of banking penetration index 

shows an increase in the use of banking services by the population in ASEAN. The increase in the value of 

the penetration index can also be caused by the rise in the number of individual accounts. Singapore has the 

highest penetration index compared to other countries. The high penetration of banks in Singapore is related 

to the size of Singapore's economy. 

Myanmar has a low banking penetration. Increasing the number of the adult population if not followed by 

an increase in the name of depositors makes the dimension of financial penetration low. The value of 

Myanmar's penetration dimensions ranges from 0.05 - 0.1. 

 

 

Figure 3. Dimensions of the Availability of Banking Services in ASEAN in 2010-2018 

ASEAN countries have the dimensions of availability in the medium category, between 0.3-0.6 (Figure 3). 

Countries that have high availability dimension values are Brunei with dimension values above 0.6. The 

country with the lowest availability dimension is Myanmar, with an amount of 0.06-0.2. The number of 
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branch offices of a state is related to the number of banking service users. The number of branch offices is 

not enough to describe the wide distribution of banking services, so the ratio is used is the number of branch 

offices divided by the name of the adult population. 

 

 

Figure 4. Dimensions in the Use of Banking Services in ASEAN in 2010-2018 

The country that has the highest dimension of banking service used is Singapore with a value of 0.8-1, 

while the country that has the lowest cost of the banking service use dimension in ASEAN is Myanmar with 

a value of 0.04-0.18 (Figure 4). The small proportion of the use of banking services in Myanmar is also due 

to the low dimensions of the availability of banking services in the country.  

 

 

Figure 5. Inclusive Financial Index Trend in ASEAN in 2010-2018 

Some countries in ASEAN that have relatively high financial inclusion index values are Malaysia, Brunei, 

and Singapore (Figure 5). The high index of financial inclusion in the three countries shows that there is a 
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convenience for residents in these countries to access financial services. Meanwhile, the financial inclusion 

index in the Philippines, Cambodia, and Myanmar is included in the low category.  

3.2. Relationship of Financial Inclusion Indices with Achievement of SDGs in ASEAN 

Countries in ASEAN are committed to realizing the SDGs, especially the goal of eradicating poverty. All 

countries in ASEAN are trying to improve the economic work of the population, including through 

improving banking access services for the poor. Easier access to finance will have an impact on the 

community to improve living standards. More and more people are taking part in moving the wheels of the 

economy and enlarging the country's opportunities to increase income so that the primary goal of the SDGs 

to reduce poverty can be achieved. The relationship of general financial indexes with debt in ASEAN can be 

seen in Table 1.  

  

Table 1. Correlation of Financial Inclusion Index with Poverty Rate in ASEAN 

Dependent Variable: POVERTY Simple Regression  

A constant  29.47240 

Standard error 1.193776 

t-statistics 24.68839 

Probability 0.0000 

Financial Index  

A constant  -40.95875 

Standard error 2.588384 

t-statistics -15.82406 

Probability 0.0000 

R2 0.744353 

f-statistics 250.4009 

Prob (f-stat) 0.000000 

Durbin-Watson stat 0.394897 

                       Source: Data Processed, 2019 

The relationship of financial inclusion index to poverty as an essential aspect in achieving SDGs in 

ASEAN is interpreted that the financial inclusion index has a significant negative effect on poverty (Table 1). 

This means that if financial inclusion improves, poverty levels will decrease. This finding is in line with the 

results of similar research by Chibba (2009), Sarma and Pias (2012), Demirgüç-Kunt (2013), Pradhan et. al. 

(2014), Ghauri and Wang (2017), and Odusola (2019). In ASEAN countries where poverty levels are still 

high, it is necessary to increase financial inclusion. 

Poverty rates in Malaysia, Brunei, and Singapore are meager, and the population has high access to 

financial services. Myanmar is a poor country in ASEAN, and financial inclusion is still low, so it needs 

collective efforts to improve financial access, including microfinance, so that population productivity 

increases. Financial inclusion will benefit the poor. The availability of financial services helps the poor get 

health insurance for education, health, and other needs that will improve the quality of life of the poor. Apart 
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from aiming at eradicating poverty, the SGDs also enhance the quality of education, health, and 

infrastructure. Inclusive development and increased financial inclusion will directly realize the SGDs 

(Grohmann et. al. 2018, Donaires, et. al. 2019, Datta & Singh, 2019).  

Financial inclusion helps small and medium business owners gain access to credit more easily (Kumar, 

2013; Nasir, 2019). Excellent financial services will encourage economic independence for the poor. 

Improvement of financial assistance can be made through the development of microfinance institutions that 

can directly touch the activities of rural populations. In addition to poverty alleviation, the financial inclusion 

dimension also relates to SGDs in the aspects of education, health, and infrastructure. T-statistic test about 

the effect of each independent variable individually on the dependent variable. 

Table 2. Results of the t-statistical test Determinants of Financial Inclusion Indexes in ASEAN 

Variable  Regression coefficient Prob. Prob Standard. 

Literacy Numbers 0.003880 0.0871 0,10 

Road infrastructure 0.027438 0.1964 0,05 

GDP per capita 0.236623 0.0000 0,05 

          Source: Data Processed, 2019 

 The results of the statistical analysis related to the determinants of financial inclusion (Table 2) show 

that the Literacy Rate has a positive and significant effect on economic integration in ASEAN with a 

significance level of 10%. This finding is in line with research by Sarma and Pias (2011), Park and Mercado 

(2015), Uddin et. al., (2017), Abel et. al., (2018) and Le et. al., (2019). Efforts to achieve the SGDs also 

affect financial inclusion, and vice versa. Inclusive finance will even realize the SDGs. Efforts should be 

made to improve the quality of education, especially in poorer countries (Singer-Brodowski, 2018). 

Meanwhile, the development of road infrastructure has a positive but not significant effect on financial 

inclusion in ASEAN at a 5% significance level.  

The value of GDP per capita has a positive and significant effect on financial inclusion in ASEAN at 

significance level of 5%. These results are in line with research by Park and Mercado (2015), Uddin et. al., 

(2017), David et. al. (2018), Abel et. al., (2018), Neaime and Gaysset (2018), and Padda et. al. (2018). 

Financial inclusion contributes to increased revenue, which means realizing SGDs (Donaires et. al. 2018). 

Likewise, increasing population income will increase financial inclusion in ASEAN.  

4 Conclusion 

The Financial Inclusion Index on the achievement of the SDGs in the aspect of poverty in ASEAN has a 

negative and significant relationship with poverty levels. Policies to increase financial inclusion will have a 

direct impact on poverty reduction. The availability of financial services makes it easy for the poor to get 

access to education, health, and other needs that will improve their quality of life. Financial inclusion also 

increases business credit access for small and medium businesses.  

Literacy rates have a positive and significant impact on financial inclusion in ASEAN. The better the 

literacy rate of a country, the better their access to financial institutions will be. The level of income of the 

people in ASEAN has a positive and significant effect on financial inclusion. The higher the level of income 

per capita of a country, the greater access the population has to financial institutions. Countries in ASEAN, 

especially those who are poor, need to adopt policies to expand financial access so that they can directly 

realize the SGDs, which are globally targeted to be achieved in 2030.   
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