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. Introduction

Financial inclusion for the poorest and most vulnerable populations is one
way of attaining inclusive growth. Labor market rigidities in developing countries
sometimes exclude individuals, especially women and youth, leaving them no other
option than to engage in self-employment. In this context, the promotion of
entrepreneurship becomes vital, and one mechanism of doing so is to improve
access to financial markets. This literature review aims to capture the effects of
financial inclusion on entrepreneurs and the self-employed as well as on firm’s
productivity in order to understand how entrepreneurial activities can expand

beyond a self-employment or subsistence nature.

A large body of theoretical work provides a clear understanding on how
market imperfections can generate credit rationing that may translate into some
forms of discrimination against some loan applicants (Stiglitz & Weiss, 1981;
Binswanger & Rosenzweig, 1986). The result of built-in asymmetrical information
problems in credit transactions, along with adverse selection and moral hazard, is
that low-income individuals are often unable to access credit from formal-sector
financial institutions because they lack collateral and the ability to repay their loans
because of lack of secure income (Chowdhury, Amin & Farah, 2016). Apart from
collateral, factors such as low financial literacy and lengthy, bureaucratic procedures
to obtain loans, among others, also contribute to the exclusion of poor households

from access to credit in the formal financial sector.

In this context, microfinance has appeared to overcome access constraints
by providing lending and savings schemes to poor households (Banerjee et al,,
2015; Gaiha & Kulkani, 2013; Armendariz & Morduch, 2005). The rapid expansion
of microcredit in recent years has been based on the belief that removal of
constraints to credit access, particularly for women, can improve well-being by
reducing vulnerability to shocks, promote financially inclusivity and empowerment,
aid in starting new businesses, and eventually support low-income entrepreneurs
out of poverty (Banerjee et al.,, 2019; Gaiha & Kulkani, 2013; Rai & Ravi, 2011;
Stewart et al., 2010; Garikipati, 2008).



Access to credit has nevertheless proven to be a necessary but not sufficient
condition for entrepreneurship and for improving the performance of firms. Few
firms in developing countries manage to grow and scale-up. According to
Amponash (in press), lack of financial capital has often been cited as a reason, but
studies have shown that, even when given access to appropriate capital,
entrepreneurs often fail to apply it to productive firm investments. PEP-sponsored
studies shed light on some of these issues for developing countries in such regions

as Africa, Asia, and Latin America.

At the same time, PEP-sponsored studies have focused on the gender
dimension of these issues. The recent literature has shown that, in many cases, a
performance gap exists between firms led by men and those led by women in favor
of the former. PEP-sponsored studies have explored whether the performance gap
can be explained by the gender-based discrimination that may exist in access to
credit; by environmental or social hurdles that get in the way of firms led by women;
by the differential impact of such individual characteristics as financial literacy on
women and men and on underperformance among firms led by women; and by

whether such hurdles can be addressed with targeted credit devices?

In related research, PEP-sponsored studies have also analyzed interventions
designed to address social and individual hurdles to financial inclusion that are not
related to credit access but rather to demand and usage aspects; this might narrow

performance gaps.

This gender lens is important. Encouraging women in the business sector
has the potential to broaden a country’s productivity and productive capacity by
adding new firms, tapping diverse sources of talent, and promoting better overall
resource allocation. At the same time, research in some countries has shown that
women have the potential to become great entrepreneurs (for more information,
see Fetsch, Jackson & Wiens, 2015). Lastly, the literature has shown that women-
owned businesses tend to favor and employ more disadvantaged or marginalized

sectors of the population, adding to better prospects for inclusive growth.



Il. Credit Access and lts Impact on Entrepreneurship
and Firm Performance

Access to credit has been recognized as a possible determinant of
entrepreneurship because it helps potential entrepreneurs obtain the capital
required to start a business. Evans and Jovanovic (1989) identified capital as an
important element of starting a business and argued that the lack of capital
prevented individuals from becoming entrepreneurs. Likewise, Wang (2012) found
that relaxing credit constraints helped households switch from wage employment
to self-employment. Other studies have endorsed the positive impact of microcredit
on the initiation of entrepreneurship and in allowing entrepreneurs to invest in
existing business (Angelucci, Karlan & Zinman, 2015; Banerjee et al., 2015;

Karaivanov & Yindok, 2015).

At the same time, credit constraints have been identified not only as hurdles
to starting a business but also as potential limitations to a firm’s capacity to grow
(Attanasio et al., 2015; Khandker, Samad & Ali, 2013; Banerjee & Duflo, 2004).
According to Nadege et al. (2020) argued that financial services were important
instruments for mobilizing resources for productive use and enabled SMEs to
overcome liquidity constraints and invest to improve performance and
competitiveness (Heidhues, 1995; Njoora & Kyalo, 2014; Alhassan, Hoedoafia &
Braimah, 2016).

The empirical impact of credit on firm expansion and performance is
nonetheless inconclusive. While a large body of literature aligns with this theory and
has found positive connections between access to credit and firm expansion and
profitability, there is also evidence that the impact of credit depends upon
combination with other factors. For example, according to Fiamohe et al. (2021),
microfinance was found to have a positive impact on small firm performance in
Kenya (Gichuki, Mulu-Mutuku & Kinuthia, 2014), Nigeria (Akingunola, Olowofela, &
Yunusa, 2018), Morocco (Crépon et al., 2015), Ivory Coast (Becho, 2017) and Ghana
(Alhassan, Hoedoafia & Braimah, 2016), but it was found to have no impact in Ghana
(Fafchamps et al., 2014), Sri Lanka (Suresh, McKenzie & Woodruff, 2012), Nigeria



(McKenzie, 2017), Uganda (Fiala, 2018) and Ethiopia (Araar et al., 2019).

PEP-sponsored studies have contributed to this literature by exploiting
existing country survey data in Africa and Asia. For instance, Roth et al. (2017) used
2011-2014 panel data from eleven villages in Cambodia and found that participants
who had access to microcredit realized a 26.1% increase in paddy income, a 68.9%
increase in paddy quantity, and a 26.5% increase in expenditure on inputs of paddy
production. Poorer households benefited more from credit participation, and
participants observed an increase in non-land durable assets, particularly
agricultural assets. Similarly, Ky et al. (2021) used a 2014 nationally representative
household survey in Burkina Faso to study the impact of different levels of credit
constraints on welfare and productivity. They found that releasing credit constraints
translated into improved welfare for farmers and that increased productivity was

likely to be the mechanism behind this welfare gain.

The fact that analyses in different countries and contexts have shown that
access to credit has a mixed and heterogeneous effect on firm growth and
performance might have to do with additional factors. According to Nadege et al.
(2020), these may include business size, the business owner’s age (Banerjee et al.,
2017), the length of exposure to microcredit (Banerjee et al., 2015; Crépon, Duguet
& Mairesse, 1998), and business initiative (Karaivanov & Yindok, 2015).

Another factor that may have an impact is that microfinance operates under
different institutional contexts(Van Rooyen, Stewart & De Wet, 2012; Attanasio et
al., 2015). Two different PEP-sponsored studies in Benin used household and firm
surveys to analyze the impact of credit uptake on firm performance, depending on
the type of credit mechanism. Fiamohe et al. (2021) exploited data from a 2011
household survey in Benin and found that the two financing schemes that most
enhanced performance were formal credit-based financing and social network-

based financing, and that this varied according to the gender of a firm's owner.

Similarly, Nadege et al. (2020) used 2014-2016 panel data from a World Bank
survey on enterprise formalization in Benin and found a positive and significant

relationship between credit uptake and firm performance (measured by level of
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sales). While formal credit was most important for larger firms, smaller firms
benefited mainly from flexible (informal or family) credit. Variations in uptake were
also related to firm owners’ age : the impact of formal credit was relatively higher

for older firm owners while younger owners benefited more from flexible credit.

lll. Credit Access and Firm Performance through a
Gender Lens

Apart from the linkages between credit access and firm performance, the
literature includes reports of studies of performance gaps between firms led by men
and those led by women, and the results indicate a gap favoring the former. For
instance, Gifford (2004) showed that men’s activities were more profitable than
women's. Sabarwal and Terrell (2008) documented a performance gap between
firms managed by women and those managed by men; the latter tended to be
larger (in terms of revenue) and more efficient (in terms of total factor productivity)
than the former. Bardasi, Terrell, and Sabarwal (2011) suggested that men- owned
firms tend to be bigger than women'’s firms but that small gaps existed in efficiency

that favored men’s businesses.

Is this performance gap explained by the fact that firms led by men had
greater access to credit? Is there discrimination regarding access to credit? Do other
environmental or social hurdles get in the way of firms led by women? Or do
individual characteristics exist, such as financial literacy, that affect women more
than men and contribute to underperformance among firms led by women? Can

these hurdles be addressed with different credit devices?



3.1. Access to Capital

According to Chowdhury, Amin, and Farah (2016), a strong body of literature
argues that access to credit has a gender dimension (Arenius & Minniti, 2005; Yunus
& Jolis, 1998). Women are more likely to be constrained in obtaining capital to start
new businesses (Fletschner, 2008; Malapit, 2012). Legal, social, cultural, and
economic conditions affect women’s supply of capital (Chowdhury, Amin & Farah,
2016). In a review of the literature, Fletschner (2008) identified some of the factors
that contributed to credit constraints for women: collateral requirements, difficulty
in finding a guarantor, the requirement of authorization by a husband or a male
relative, preferences on the part of financial institutions for the financing of activities
that are conducted men, lack of information about the availability of funds, high
transaction costs to receive a loan, risk averse characteristics of women, household
work involvement, low literacy rates, and lack of confidence about applying for

loans”

In this context, undercapitalization is a common phenomenon for women
entrepreneurs (Chowdhury, Amin & Farah, 2016). Gifford (2004) found that men's
activities started with capital that was, at a minimum, ten times that of women in
Uganda. Carter and Rosa (1998) recognized this as one of the major sources of
disadvantage for women in self-employment. The small size of funding could
explain the relatively lower performance observed among women-led enterprises
(Fairlie & Robb, 2009; Alam & Molla, 2012). According to Ky et al. (2021), lack of
credit makes women less likely to invest in land and improved technologies, and
they face additional institutional and cultural constraints (Morsy, 2020; Horrell &

Krishnan, 2007; Quisumbing, 1996; Tiruneh et al., 2001; Udry et al., 1995).

The empirical literature, however, suggests mixed results both in terms of
the extent and direction of credit rationing along gender lines. For instance, after
examining the World Bank Enterprises Survey data for Sub-Saharan Africa, Latin
America, Eastern Europe, and Central Asia, Bardasi, Terrell, and Sabarwal (2011)
found no significant difference in access to credit between men and women

entrepreneurs. According to Seck et al. (2015), in the context of Sub-Saharan Africa,



some studies have indicated discrimination against women (Asiedu et al., 2013),
others point to the opposite (Hansen & Rand, 2011), while others suggest no

gender-based discrimination (Bardasi, Terrell & Sabarwal, 2011).

The PEP-sponsored study by Seck et al. (2015) used 2013 firm-level data in
Senegal to determine whether gender-based discrimination existed in the credit
market. The authors found no evidence to support the common wisdom that
women face discrimination in the credit market and no differences in the efficiency
of credit use among men or women. At the same time, the proliferation of
microcredit institutions in developing countries that tend to give more credit to
women is additional evidence for the view that credit access is not the fundamental

barrier.

Nevertheless, the evidence is mixed, and, in any case, there should be no
call to abandon public policies aimed at promoting women’s access to credit and
entrepreneurship. According to Seck et al. (2015), the rationale for such policies
comes from the discrepancy between the large share of women in the general
population and their relatively smaller participation in businesses. This may suggest
that elements other than ease of access to credit have adverse effects on women'’s

entrepreneurship.

3.2. Social and Cultural Aspects and Women’s Use of Time and

Capital

Even when given access to appropriate capital, women often fail to apply it
to productive firm investments or translate it into enhanced firm performance. In
fact, a review of fifteen evaluations in developing countries by the Abdul Latif
Jameel Poverty Action Lab (hereafter, J-PAL) in Cambridge, Massachusetts, showed
that access to microcredit or savings products did not consistently increase
women'’s income (for more information, see “Designing Financial Services,” 2012).
Some factors arise at the environmental level, such as social and cultural aspects,
most notably in developing countries. For instance, women usually face a tradeoff

between home responsibilities and time dedicated to their businesses, and they



tend to work and invest in less-profitable business sectors (Berge & Pires, 2015;

Bruhn, 2009; Kabeer, 2001).

At the same time, some studies show gender differences in household
consumption or even expropriation by other family members as a consequence of
women's low bargaining power. This is because business activity and family life are
often interconnected in developing countries (Babbitt, Brown & Mazaheri, 2015)
and because income shocks and high uncertainty faced by women
microentrepreneurs might lead them to use capital for needs outside their

businesses (household items, education, or health; see Amponsah, in press).

Women with little bargaining power in the family are more likely to hold back
part of their funding and invest less in the business because of pressure to share the
funds with husbands or other family members (Fiamohe et al, 2021). Essentially, the
welfare function of the household is that of men (de Mel et al., 2009; Jakiela & Ozier,
2016; McElroy, 1990; Manser & Brown, 1980; Haddad, Hoddinott & Alderman,
1994; and Goetz & Gupta, 1996). A J-PAL review of thirty-five randomized
evaluations and quasi-experimental studies in twenty low- and middle-income
countries found that access to financial resources or services did not consistently
enhance women’s economic empowerment (see “Designing Financial Services,”
2012). Experimental studies in India, Sri Lanka, and Ghana have shown that the
underperformance of women-led microenterprises is the result of women'’s
investing capital in their husbands’ businesses (Bernhardt et al., 2019). According
to Chowdhury, Amin, and Farah (2016), Goetz and Gupta (1996) found that only
37% of women members of microfinance institutions had full or significant control
over the use of their loans; similarly, White (1991) found that 50% of loans taken by

women were used for the productive activities of men.

Some PEP-sponsored investigations have found similar results. Ky et al.
(2021) used a 2014 household survey in Burkina Faso to study the impact of different
levels of credit constraint on welfare and productivity. They found that releasing
credit constraints resulted in improved welfare for farmers but that increased

productivity was likely to be behind this gain only for farming men. According to



the authors, lack of bargaining power or capital constraints (education, land, etc.)
represented factors that potentially prevented farming women from taking
advantage of credit for their agricultural activities. Chowdhury, Amin, and Farah
(2016) used a 2010 national household income and expenditure survey to study the
impact of access to microcredit on entrepreneurship in Bangladesh and found that,
even though access to microcredit had a significant and positive impact on women,
the marginal effects were stronger on men’s entrepreneurship. Cross-gender
assessment of the impact of access to microcredit on entrepreneurship indicated
that women'’s access to microcredit was beneficial to men in the household in terms
of their becoming entrepreneurs. On the other hand, men’s access to microcredit

was not beneficial to women’s entrepreneurial status.

Another PEP-sponsored study in Cambodia was less conclusive on this
matter. Roth et al. (2017) used 2011-2014 panel data of eleven villages to analyze
the impact of microcredit access on paddy quantity and income and found weak
evidence that women participants benefited more than did men. They found that,
although women were more likely to start self-employment activities with the
loans—mainly in informal sectors—the income gains were not statistically different

from zero relative to what men earned.

In conclusion, women’s ability to start a small firm depends on their
bargaining power in intrahousehold resource allocation. If access constraints are
removed, it is then crucial to understand the impact on women, particularly in terms
of reduction in vulnerability to shocks and empowerment. In rural Uganda, Lakwo
(2006) found a significant positive impact of microcredit on such indicators of
women’s empowerment as increased financial management skills, ownership of
bank accounts, and ownership of assets. On the other hand, Garikipati (2008) found
that microcredit increased women's ability to cope with shocks in India but that they
diverted loans into enhancing family assets, benefiting the household at the

expense of women'’s empowerment.

Empirical studies on the impact of microcredit on vulnerability and women'’s

empowerment have yielded mixed results because evidence is still largely



dependent on how multi-dimensional outcomes are measured. Some PEP-
sponsored studies have contributed to this literature. For instance, using a quasi-
experimental design, Olajide et al. (2016) found that beneficiaries of microcredit in
Nigeria were significantly less vulnerable than non-beneficiaries but not all
measurement domains were significant. The result was attributed to significant
reductions in both frequency of child labor and food shortages in the household.
The authors also analyzed different aspects of credit on empowerment and found
that repayment of the microcredit through daily/weekly collection by bank staff was
significantly associated with a lower household vulnerability score and significantly
associated with a higher empowerment score. This method of payment did not
impose collective risk or peer pressure to make repayment as in the case of
cooperatives. Also, loan duration was significantly associated with a lower
household vulnerability score and a higher empowerment score. The longer a
beneficiary held microcredit (in months), the less vulnerable and more empowered
the beneficiary was with respect to someone who held the microcredit for a short
period. Holding the microcredit for a longer duration with smaller repayments
spread over time allowed longer-term investment. However, the size of the loan

was not associated with either household vulnerability or empowerment.

Another PEP-sponsored study analyzed the provision of liquidity (not
through credit but through farm input subsidies) in Malawi. Using a household panel
survey, von Fintel et al. (2020) found that such subsidies reduced the supply of
casual labor for women (cultivating on another household'’s plot to raise income for
food or to obtain payment in kind). The additional time was then diverted to
supplying high-productivity labor to their own farms but led to a reduction in

women’s decision-making power over earnings from maize crops.

3.3. Individual Hurdles in the Demand for and Use of Credit

In addition to environmental factors, individual-level issues explain why, even
when given access to appropriate capital, firms often fail to apply it to productive

business investments. According to Amponash (in press), some of these factors
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harm women as well as men and include fear of debt, financial illiteracy, or

insufficient risk-taking in investment decisions.

Cossa, Madaleno, and Mota (2018) reviewed the literature on the
relationship between financial literacy and entrepreneurship and found that
financial literacy enhanced the decision-making process of individuals, allowing for
appropriate choices on financial issues, and that it improved entrepreneurs’ skills,
making them confident in decision-making regarding savings and the financial

management of their enterprises.

Most firms would benefit from adopting a wide range of business and
management practices. Several PEP-sponsored studies have analyzed the
relationship between firm training and entrepreneurship, with a focus on young
entrepreneurs.! A literature review by McKenzie and Woodruff (2020 found that, in
the case of small firms, useful practices included separating household and business
accounts, keeping basic records, monitoring inventory, offering discounts and
promotions to attract customers, and budgeting and planning. Nevertheless, J-PAL
research has found that the training content of traditional programs might
sometimes be too broad for the maturity and scale of some microbusinesses. In this
context, J-PAL has stated that “training programs that are delivered one-on-one,
tailored to participants’ needs, teach easy-to-apply skills, or go beyond traditional
curricula to foster entrepreneurial mindsets seem to increase microentrepreneurs’
profits more frequently than traditional programs” ( “Teaching Business Skills,”

2019).

PEP-sponsored studies related to individual hurdles were more focused on
analyzing different financial devices and training initiatives aimed at addressing

these obstacles for women, as detailed in the next section.

! More information about the Partnerships for Economic Equality’s “Encouraging Successful Youth
Entrepreneurship through Training” program is available at https://www.pep-net.org/encouraging-
successful-youth-entrepreneurship-through-training.
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IV. Financial Products: Innovative Designs, and Training
Interventions

Two PEP-sponsored studies for Benin found that the impact of access to

credit on the performance of businesses led by women depended upon the kind of
credit, illustrating that the social and individual mechanisms that underlie business
performance can be addressed with differential credit-access strategies based on
gender. Fiamohe et al. (2021) exploited data from a 2011 household survey and
found that formal credit-based financing enhanced performance for the overall
sample and for rural men owners, but that social network-based financing was a
better financing scheme for increasing profit margins among rural women owners.
Similarly, Nadege et al. (2020) used 2014-2016 panel data from a World Bank survey
on enterprise formalization and found that the impact of credit was higher for
women relative to men only for informal and family credit. In the case of formal

credit, the impact was relatively higher for men.

The following subsections provide finance-product innovative designs and
training interventions. All the PEP-sponsored studies included in this section are
randomized controlled trials of interventions carried out under PEP’s Policy Impact

Evaluation Research Initiative (PIERI).

4.1 Locked-Assets Loan Products

Overcoming the challenge of ensuring that microentrepreneurs will allocate
capital to productive business investments has proved elusive so far, especially for
women. Financial institutions typically give women entrepreneurs an unlocked
(cash) loan that is not committed (at least not contractually) to the purchase of a
specific productive asset, thereby allowing them to use those funds for non-
business uses. Standard economic theory suggests that an unlocked loan product
should be superior than a locked one, because it allows the person to determine
the optimal use of the allocated funds. However, given the individual and
environmental factors noted above, many women entrepreneurs are unable to

commit to using loan proceeds for optimal business investments. As a result,
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constraining the investment choices of women entrepreneurs—either by locking the
financial product to investments in specific productive assets or by providing in-kind

grants—might lead to better outcomes (Fafchamps et al. 2011).

Dupas and Robinson (2011) found that financial instruments that included a
commitment mechanism brought better financial behavior. Ashraf, Karlan, and Yin
(2006) found that Philippine households that voluntarily committed to restricting the
use of their funds succeed in increasing their savings by 81%. Similarly, experimental
evidence in Malawi showed that small crop farmers who were offered a savings
account with a commitment clause increased their savings significantly (Brune et al.,
2011). Different strategies for creating commitment have proven to improve
individuals” inter-temporal decision-making (that is, considering the effects that
decisions will have not only in the present but also in the future). Examples of these

are devices that constrain expenditures by assigning labels to specific accounts

(Thaler, 1985; 1999).

Regarding women entrepreneurs specifically, J-PAL studies have shown that
providing funds through direct deposits to women’s accounts or mobile payments
gave them more control over the use of financial resources and improved their
economic empowerment. One study noted that “saving accounts that offered
commitment devices or were costly to access protected women’s funds against the

demands of others” (“Designing Financial Services,” 2012).

An ongoing PEP-sponsored study seeks to add to this literature in Ghana
and is examining whether marketing an “unlocked” cash loan product or a “locked”
asset loan product leads to better productivity and growth outcomes for women-

run microenterprises (Amponsah, in press).

4.2 Mobile Money

Several studies have analyzed the effects of mobile money on financial
inclusion (Suri & Jack, 2016; Malady, 2016; Gupta et al., 2017; Gelb & Clark, 2013;
Giné, Goldberg & Yang, 2012; Bharadwaj, Jack & Suri, 2019; World Bank Financial
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Inclusion Report, 2011; Nandhi, 2012; Majanga, 2016; Abiona & Koppensteiner,
2018; Fanta et al., 2016) and entrepreneurship (Aggarwal, Brailovskaya & Robinson,
2020; Bastian et al., 2018; “Digital Identification and Finance Initiative,” 2019), and

the mechanisms to accomplish these are diverse.

For instance, Riley (2020) in Uganda, examined the impact of disbursing
microfinance loans through a mobile-money account rather than through the usual
cash method. She found that receiving loans through mobile money account led to
an 11% increase in the value of business capital and a 15% increase in business
profits. She also found that the mechanism behind these effects was an
improvement in the ability to resist sharing pressure. Mobile money may have
effects on family dynamics because such accounts are individually held. On the
other hand, researchers have found that mobile money boosted entrepreneurship
by reducing theft while speeding up entrepreneur-supplier transactions and raising

the valuation of trade credit in Kenya (Beck et al., 2018).

A PEP-sponsored study by Chiwaula et al. (2020) measured the impact of
mobile money and financial literacy training coupled with reminder text messages
among Village Savings and Loan Association members. The findings showed that
the treatment effect of the intervention on knowledge regarding ways to use mobile
money for savings was 6% and that the effect on knowledge that members could
take out loans was 5%. The treatment effects on the use of mobile money to receive
money and to increase savings were 10% and 5%, respectively. The treatment also
led to the digitization of Village Savings and Loan Associations by 7%. Nevertheless,
the experiment failed to show significant treatment effects on financial inclusion or
entrepreneurial behavior partly because of the limited length and timing of the
experiment. Further research should consider observing participants for a longer

period.

Apart from the effects of mobile money on financial inclusion and
entrepreneurship, it is important to understand whether barriers exist to the
adoption of mobile money. A PEP-sponsored study by Cruces et al. (2020)

examined this question by conducting a randomized controlled trial among a
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difficult-to-access group: mobile-phone users in Gambia who had opened mobile-
money wallets but had not made a transaction. They offered meaningful price
discounts and made these salient by reminding users about them every month for
a period of six months. Even though treated individuals were substantially more
aware than controls about the uses of mobile wallets and about the discounts, only
a small fraction started using mobile wallets, largely because their perceptions of
safety, trust in the platform, and service reliability remained unchanged and
because treated individuals were more likely to perceive service charges to be

expensive.

4.3 Edutainment

Financial-literacy interventions are being tried widely across the world to
promote financial inclusion, transmit key financial concepts, and provide relevant
information about assistance available to households in managing resources
through time and uncertainty. Still, little is known about their effects, especially in

developing countries (Xu & Zia, 2012).

One form of financial-literacy intervention is educational entertainment or
edutainment. In edutainment, a media message is purposely designed and
implemented to be both entertaining and educational. By constructing popular role
models that can connect to traditionally excluded audiences and exemplify the
benefits of particular social attitudes, edutainment content is intended to affect an
audience’s knowledge and behavior. Chong and La Ferrara (2009) and La Ferrara,
Chong, and Duryea (2012) demonstrated that aspirational content in soap-operas
could have both short- and long-term effects, particularly on women. Berg and Zia
(2013) analyzed the impact of a financial management plot on risky financial
behavior in South Africa and found that financial knowledge improved regarding
the specific topics treated within the subplot but not in general. The treatment
group also reported being more prone to borrowing from formal sources and being

less likely to engage in gambling and leasing agreements compared to the control

group.



Similarly, a PEP-sponsored intervention in Peru used short soap operas as a
mechanism to promote the use of formal savings accounts among poor rural women
that had been excluded from healthy interactions with the formal financial sector.
Chong and Valdivia (2017) found that, a year later, women who were exposed to
the treatment had improved knowledge and attitudes toward formal savings,
especially in response to uncertainty regarding future income. Regarding the
underlying mechanisms, they found no effect on income but did find a strong
empowerment effect within the household, mainly for economic and financial

decisions, and especially among women under 40.

V. Conclusions and Directions for Future Research

PEP-sponsored studies have contributed to the literature on the impact of
access to credit on entrepreneurship and firm performance in developing countries
in Africa, Asia, and Latin America. While noting the importance of financial inclusion
as a necessary condition for entrepreneurship and the enhancement of firm
performance, they have also shown that access to credit is not sufficient. The
difficulty firms in developing countries have in growing and scaling-up their ventures
is related not only to the difficulty of obtaining appropriate capital but also to a
failure to apply this capital to productive investment. In this context, policy efforts
should focus not only on providing access to capital but also on tailoring access to
different kinds of firms (young vs. more mature, small vs. larger, men vs. women-
led, rural vs. urban, etc.). Variations might also be found among distinct developing
regions: cultural and idiosyncratic differences might arise in Africa, Asia, or Latin

America, for instance.

PEP-sponsored studies have shed light on the impact of credit access on
entrepreneurship when differentiating between firms led by men and those led by
women and have provided a great body of evidence on social hurdles that women-

led firms face in addition to the barriers entrepreneurs typically meet in developing
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countries. It is important to continue strengthening this evidence to understand
what specific policy interventions are more appropriate for firms led by women and
how new technologies can cope and build tailored and more efficient financial

schemes and programs.

Finally, more research is needed on the individual factors that prevent the
self-employed from expanding their businesses. Internationally, the promotion of
entrepreneurship has gone beyond increasing access to credit and expanded its
focus to the transmission of business and managerial skills to microenterprises and
SMEs. Entrepreneurs’ variable needs and motivations, as well as factors such as age,
gender, or rural or urban residence require properly targeted entrepreneurship
programs. The PEP network can leverage its experience in analyzing national
surveys and conducting randomized control trials to further this research agenda for

developing countries and feed future policy recommendations.
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age group dynamics | formalization | Effect model )
of this impact.
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. ; project
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Cruces et. al | PIERI- Barriers to Adoption Gambia- which a lack of e mobile RCT substantially more aware than controls
(2020) | 20165 and Usage of Mobile Africa information and high | phone ' about the uses of mobile wallets and
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