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INTEGRATED EVALUATION OF FINANCIAL INCLUSION IN UKRAINE 
Abstract. Low level of financial literacy and coverage of the population with banking 

services is one of the urgent problems of Ukrainian society. Methodical approaches to a 
comprehensive integrated assessment of the level of financial inclusion are proposed. The key 
components of financial inclusion (FI) have been identified, which include: welfare, awareness, 
accessibility, involvement and usage. Their economic meaning, logical sequence and 
interconnectedness are revealed. An algorithm for evaluation is proposed, which includes 
successive stages: substantiation of FI components; selection of analytical indicators for each 
component; calculation of sub-indexes of components and their normalization; weighing sub-
indexes based on professional judgments; calculation of the resulting indicator — the integrated 
index of financial inclusion (IFI). For each component of financial inclusion, a primary set of 
analytical indicators-indicators is formed, which are divided into stimulators and disincentives. For 
all components, their standardized value and significance factor are calculated. A «thermal» 
mapping of the dynamics of sub-indexes by components for 2000—2019 was carried out. It was 
found that the intensification of the development of non-cash payments and digital banking services 
contributed to the growth of the component of usage, and the reduction in the number of banking 
institutions led to a decrease in the level of availability of banking services. A comprehensive 
economic and statistical assessment of the level of financial inclusion in Ukraine has been carried 
out. Integral IFI is calculated as the geometric mean of individual sub-indexes. A composite map of 
financial inclusion of the population of Ukraine is constructed. The map clearly shows the low 
indicators of the basic components of financial inclusion — well-being and awareness. The 
directions of improvement of the methodology by expanding the list of analytical indicators are 
substantiated. The main problems and destructive factors that reduce the level of financial inclusion 
in the country are highlighted. It is substantiated that the method of assessing the level of financial 
inclusion is necessary for monitoring and preventive identification of possible problems. 
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Introduction. Financial inclusion is a multifaceted, multidimensional and complex 
phenomenon, which includes various factors from psychological, socio-cultural, geographical, 
economic, financial to political. The problem of financial inclusion has a social orientation, when 
part of the population through «financial isolation» is deprived of opportunities for self-
development and ensuring a proper quality of life. The constant interest in the problem of financial 
inclusion is evidenced by the desire of scientists and society to find exactly the levers of influence 
on it and choose an algorithm that would balance interests between the needs of consumers of 
financial services and the potential of the financial market. Conceptual principles and analytical 
approaches to determining the level of financial inclusion, finding methods for its quantification 
remains one of the most difficult tasks. Assessing the degree of financial inclusion is important for 
monitoring and preventive identification of possible problems. The indicators used to calculate the 
level of financial inclusion should be chosen taking into consideration the peculiarities of the 
country, including the availability and reliability of input data. Interpretation of the resulting 
indicators should be simple and accessible. This determines the urgency of finding an effective 
methodological tool for assessing and monitoring financial inclusion, proper identification of 
possible problems.  

Research analysis and problem statement. Scientists call the phenomenon of «financial 
inclusion / inclusion» an «incomplete agenda» and emphasize its importance and relevance (Beck 
and Demirguk-Kunt, 2008). The problem of financial inclusion is due to the fact that the financial 
system in general, and the banking system in particular, tends to discriminate against poor and 
disadvantaged groups (Leyshon & Thrift, 1995). Therefore, the issue of «financial exclusion» or 
«financial isolation» was first studied in 1995 (Leyshon & Thrift, 1995). The first studies of 
financial inclusion were focused on savings and loans (Beck & Torre, 2007; Qian & Strahan, 2007; 
Honohan and King, 2009). Subsequently, to get an idea of the level and state of financial inclusion, 
was proposed an approach where the level of coverage of banking services was determined from the 
standpoint of demographic and geographical penetration of banks, as well as information on credit 
and deposit accounts (Beck, Demirguc-Kunt, & Martinez Peria, 2007). Later, Sarma (2008) offered 
an index of financial inclusion to provide an aggregate representation of using measures for banking 
coverage and financial services extension. Other researchers include in this index such dimensions 
as lightness and cost (Arora, 2010; Gupte, Venkataramani, & Gupta, 2012). However, a single 
approach to measuring financial inclusion that can be applied in different countries has not yet been 
developed. The main problem that still remained is the lack or limitation of data about the using of 
basic financial services by households and firms (Beck, Demirguc-Kunt, & Honohan, 2009, Sarma 
& Pais, 2011). Another reason is that constant modifications aimed at finding a comprehensive 
indicator of financial inclusion (Claessens, 2006). However, the research on developing a universal 
approach to determining financial inclusion indicators is in progress (Ben Naceur, Barajas  
& Massara, 2015).  

Now there is no recognized methodological approach to assessing the condition of financial 
inclusion at the state level in Ukraine, so it is difficult objectively to determine the level of coverage 
of the population with financial services in the country as a whole and in the banking sector in 
particular. Identifying the determinants of financial inclusion / isolation and developing a 
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stimulant or disincentive. A stimulant is an indicator that increases the condition of a subject. 
Accordingly, the disincentive is an indicator that causes a deterioration in the evaluation of the 
object of study. Each analytical indicator is normalized using the formulas:  

a) for indicators-stimulants: 
min

max min

,il l
il

l l

x xz
x x

−=
−

      (1) 

where ilx  — the actual value of the l-th separate indicator of the i-th component of financial 
inclusion; 

min lx   maxlx  — respectively, the minimum and maximum value of the l-th separate 
indicator of the i-th component of financial inclusion; 

b) for indicators-disincentives: 
max

max min

.l il
il

l l

x xz
x x

−=
−

      (2) 

According to the results of the normalization process we obtain values from zero to one. The 
closer the value is to 1, the higher the level of financial inclusion at the time of the study. 

Banking performance indicators were used for the study, as we agree that it is the banking 
institutions that provide a better environment for promoting financial inclusion (Beck and Levin, 
2002; Mehrotra, Puhazhendhi, Nair, & Sahoo, 2009). Each component of financial inclusion in the 
dynamics for the period 2000-2019 is analyzed. (Table 2). Annual time series have been used to 
calculate the indexes for 46 individual indicators since 2000. If no metric data is available, the last 
available value is used. 

Table 2 
Dynamics of index’s components of financial inclusion in Ukraine 

Date Sub-index 
welfare 

Sub-index 
awareness 

Sub-index 
accessibility 

Sub-index 
involvement 

Sub-index 
usage 

2000 33,7% 39,0% 33,9% 38,2% 21,0% 
2001 14,2% 42,8% 35,1% 38,4% 20,6% 
2002 8,5% 45,8% 35,9% 38,8% 21,1% 
2003 7,8% 34,3% 39,8% 28,4% 29,8% 
2004 10,0% 40,6% 48,5% 27,1% 20,4% 
2005 17,7% 51,3% 50,7% 31,0% 22,4% 
2006 20,2% 51,0% 55,0% 32,5% 21,0% 
2007 22,1% 47,7% 62,3% 37,7% 22,3% 
2008 26,7% 52,0% 72,6% 44,4% 25,3% 
2009 32,0% 51,1% 75,5% 47,2% 34,4% 
2010 39,5% 53,1% 71,1% 53,7% 37,9% 
2011 41,4% 49,0% 68,4% 45,8% 44,4% 
2012 47,2% 53,8% 62,7% 39,1% 47,1% 
2013 47,9% 56,2% 73,2% 46,6% 52,1% 
2014 38,0% 56,1% 70,9% 57,5% 51,3% 
2015 33,1% 48,3% 54,5% 58,4% 56,3% 
2016 40,1% 47,5% 46,9% 53,1% 63,0% 
2017 47,0% 52,7% 46,9% 49,3% 70,6% 
2018 51,5% 54,7% 44,0% 59,6% 74,2% 
2019 51,2% 50,7% 48,1% 60,0% 75,6% 
Source: complited by the authors according to the source [19; 20]. 
 
We give a brief analysis of each index and build a composite map of financial inclusion on 

the set of calculated indexes. The revival of the welfare index is growing nominally under the 
influence of rising nominal income, wages, which indirectly reduced the number of poor people. 
We observe a negative impact of rising costs and, consequently, a reduction in household savings, 
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A multiplicative model was used to calculate the integrated index of financial inclusion 
(IFI). To level the possibility of the prevalence of one component of financial inclusion over 
another aggregate integrated indicator is calculated as the geometric mean of the sub-indices by the 
formula: 

,    (3) 

where F  — integrated index of financial inclusion; welfare, awareness, accessibility, involvement, 

usage — sub-indexes of the particular part of financial. 
Since the components of financial inclusion, which are represented by sub-indices, are 

equivalent to society, each sub-index is assigned a weight of 20%. To interpret the IFI results, we 
use a compliance scale developed based on Fibonacci law and taking into account world experience 
(Sarma, 2008; Prathap, 2011). According to Fibonacci law, changes occur at the level of 38.2% and 
61.8%.  

The value of the difference between the maximum and minimum points: in this case  
1 – 0 = 1. As a result of the calculations, the values of the scale ranges were obtained 0—0,382; 
0,382—0,618; 0,618—1: 

1) 0  F   0,382 — low level of financial inclusion — this is a «vulnerable» part of the 
population that deliberately does not use the bank's services for various reasons: very low income, 
security considerations, low level of financial literacy, etc.; 

2) 0,382< F   0,618 — middle level of financial inclusion — part of the population that 
moderately uses traditional banking services of a limited range, including deposit, settlement, 
payment, but does not actively use innovative banking products, such as remote services, 
Monobank, etc. This is a category of middle-income clients who may have small savings (deposit), 
do not actively use the services for security reasons, lack of awareness, mental views, etc.; 

3) 0,618 < F   1 — high level of financial inclusion — economic entities have access to 
and actively use almost the full range of transactional banking services, which meets their needs and 
socio-economic status. 

According to the results of analytical calculations, the dynamics of the level of financial 
inclusion for Ukraine since 2000 is presented (Fig. 4).  

 

Fig. 4. Integrated index of financial inclusion in Ukraine 
Source: complited by the authors. 

The presence of the integrated index of financial inclusion in the corridor of fluctuations 
«average level of financial inclusion» indicates that this process is still in the bifurcation phase, in 
which a change in the trajectory of development is possible, and there is no clearly defined upward 
trend. 
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Conclusions. The coverage of the widest possible sections of the population, rural people, 
middle-income and low-income people, the elderly and people with disabilities is an integral part of 
the stability and sustainable economic development of each country. A high level of financial 
inclusion has a social orientation, stimulates competition between banks, helps to overcome 
poverty, improves living standards and socializes economic growth. The method of complex 
assessment of the level of financial inclusion proposed in the work allows to build an integrated 
indicator that includes all the main components. This approach can be used to:  

– assessing the level of financial inclusion; 
– determining the depth and duration of periods of recession associated with financial 

inclusion; 
– identifying the nature of shocks for financial inclusion and the channels of their 

transmission to the financial system or its individual components; 
– assistance in choosing adequate monetary policy instruments in the decision-making 

process of the financial market regulator (regulators); 
– identifying the level of public confidence in the financial system and the effectiveness of 

anti-crisis measures; 
– trend building and forecasting financial inclusion in Ukraine. 
The calculated values of the integrated index allow us to monitor the dynamics of the level of 

financial inclusion in the country and can be used as a tool to reform the financial market in order to 
reduce poverty and ensure economic growth. Thus, a decrease in the value of the integrated index 
may be the basis for additional monitoring of each component of financial inclusion. First of all, it 
concerns the downward dynamics of such a component as the welfare of the population. Based on 
the establishment of the fact of reducing the level of financial inclusion (or at a low level) it is 
possible to prevent the strengthening of the negative factors and take measures to minimize the 
potential negative impact on the economy. 

The COVID crisis has made adjustments to the processes of increasing the level of financial 
inclusiveness of the population of Ukraine. On the one hand, the growth rate of individual FI sub-
indices decreased significantly due to the reduction of lending volumes. On the other hand, the 
crisis has given impetus to the rapid development of remote banking and non-cash payments. It is 
important that these positive changes are not situational, but become the basis for the 
implementation of the state strategy for the development of financial inclusion. 
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