


MOTIVATION



Financial inclusion in the world



Percent of firms identifying access to finance as a major constraint



THE MODEL



Agents

Heterogeneous 
Live for 2 periods 
1.First period: 

make credit participation
occupational choice
and investment decisions 
II.Second period: 
Optimal consumetion
Bequest decision



Occupational choice



Saving regime



OPTIMAL CONTRACT

where                is the amount of borrowing, the value of collateral, and
the face value of the contract repsctively



Credit regime



DATA AND 
CALIBRATION



Overview of the Data



Data, model and calibrated parameters



QUANTITATIVE 
ANALYSIS



Evaluation of Policy Options

Reducing the Participation Cost
Relaxing the Borrowing Constraint
Increasing Intermediation Efficiency
Impact on GDP and Inequality



Reducing the Participation Cost

Comparative statics: Credit participation cost—low-income countries



Reducing the Participation Cost

Comparative statics: Credit participation cost—emerging market economies



Relaxing the Borrowing Constraint

Comparative statics: Borrowing constraint—low-income countries



Relaxing the Borrowing Constraint

Comparative statics: Borrowing constraint—emerging market economies



Increasing Intermediation Efficiency

Comparative statics: Intermediation cost—low-income countries



Increasing Intermediation Efficiency

Comparative statics: Intermediation cost—emerging market economies



Impact on GDP and Inequality:  
A Numerical Comparison

The impact of financial inclusion of various forms on GDP per capita, TFP and
income inequality
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INTERACTIONS AMONG THE 
THREE FINANCIAL 

CONSTRAINTS



The increase in relative GDP per capita when the borrowing constraint is relaxed by
20% for different credit participation costs and intermediation costs



Decomposition of GDP and TFP
GDP decomposition



Decomposition of GDP and TFP
TFP decomposition



CONCLUSION




