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Poverty is a major socio-economic problem in Indonesia and is still far 

from the target set by the government. One of the government's efforts to 

alleviate poverty is increasing financial inclusion. This study seeks to 

examine the impact of financial inclusion on household poverty in 

Indonesia. Financial inclusion is measured through indicators of savings 

ownership, access to financial services, mobile phone usage, and internet 

access, and considers demographic variables such as gender of the 

household head and the location, whether in rural or urban area. This 

research method used a generalized ordinal logistic regression approach 

on a sample of 341,802 households in Indonesia obtained from the National 

Social and Economic Survey (SUSENAS) 2023. The findings show that 

financial inclusion reduces the likelihood of households falling into poverty 

or the low expenditure group and increases the chance of households 

moving to the higher expenditure group. On the other hand, financial 

inclusion plays a significant role in poverty alleviation and potentially 

increases household expenditure. Strengthening financial inclusion 

through financial literacy programs, expanded account ownership, and 

improve internet access especially among rural households and female-

headed households can play a crucial role in reducing poverty in 

Indonesia.  
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INTRODUCTION 

 

Poverty is a socio-economic problem that is a global issue. This issue is the primary focus of 

countries' development goals worldwide. This is reflected in the goal of the Sustainable Development 

Goals (SDGs) number 1, which aims to eradicate poverty in all its form. Poverty is assessed not only by 

inadequate income, but also by multidimensions factors such as limited access to economic, social, and 

infrastructure resources that can improve welfare (Gweshengwe & Hassan, 2020). Poverty is defined as 

a condition in which individuals or households are unable to meet their fundamental needs, both food 

and non-food, given their expenditure (Badan Pusat Statistik, 2025). According to Statistics Indonesia 

(Badan Pusat Statistik, 2023), the poor are defined as those with a monthly per capita expenditure below 

the poverty line.  

 

 
Source: Statistics Indonesia (BPS, 2023) 

 

Figure 1. Percentage and Number of Poor People in Indonesia, March 2018-March 2023 

 

Figure 1 shows the number of poor people and the poverty rate in Indonesia from 2018 to 2023. 

Over the past five years, poverty in Indonesia has declined but has remained stagnant. In 2023, the 

poverty rate in Indonesia was 9.36 percent, down by approximately 0.46 percentage points from 2018 

(Badan Pusat Statistik, 2023). The highest poverty rate was 10.14 percent in 2021 due to the COVID-

19 pandemic. Despite declining to 9.36 in 2023, this number remains far from the target set in the 

Indonesian government’s Medium-Term Development Plan (RPJMN) 2020-2024, namely a poverty rate 

of 6.5 to 7 percent 

The financial sector plays a crucial role in driving development. As part of poverty alleviation 

efforts in the digital era, financial inclusion is a key strategy for overcoming poverty, particularly in 

developing countries such as Indonesia. Financial inclusion serves as a mechanism to enhance economic 

stability, foster sustainable economic growth, and reduce poverty (Omar & Inaba, 2020; Kharisma & 

Santoso, 2021).  

The Indonesian government has implemented the National Strategy for Inclusive Finance (SNKI) 

via Presidential Regulation Number 82 of 2016. SNKI seeks to enhance public access to formal financial 

services, thereby promoting inclusive economic growth and reducing poverty rates. Enhancing access 

to formal financial services stands as a fundamental principle of SNKI. Inclusive finance is reflected in 

the percentage of adults who use formal products and services, including banking, cooperatives, and 

financial technology (fintech). In addition, account ownership is also a fundamental measure of inclusive 

finance. People with accounts are better able to avoid the abyss of poverty because they can rely on 

savings or receive financial support from family in the event of a financial emergency (Demirgüç-Kunt 

et al., 2022). 

One of the foundations of inclusive finance listed in SNKI is the expansion of the reach of digital 

financial services. The development of financial infrastructure and information technology can 
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significantly affect the accessibility and efficiency of inclusive finance. This aligns with the Vision of 

Digital Indonesia 2045, which sets the future direction of digital Indonesia. One target is to achieve 

sustainable, technology-driven economic growth that benefits society and the economy. This target can 

be achieved by utilizing information technology, especially in the health and education sectors 

(Wardhana et al., 2022). 

Recent studies have explored the relationship between financial inclusion and poverty, yielding 

mixed results. According to Saha and Qin (2022), financial inclusion is more effective in reducing 

poverty. Kumar and Jie (2023) conducted research on financial inclusion and poverty in 156 countries 

and found that financial inclusion has a significant association with reducing extreme poverty in 

developing countries. This indicates that enhanced access to financial services can stimulate heightened 

economic activity (Ade et al., 2023). In contrast, Nita Aryani et al. (2024) found no effect of financial 

inclusion on reducing poverty in Indonesia. Likewise, Husaini & Sitorus (2025) found no empirical 

evidence that financial access is an instrument for alleviating poverty in the ASEAN region. 

Based on the dynamics described for financial inclusion aimed at reducing poverty, the increase 

in these indicators is inconsistent with the declining poverty rate. Furthermore, the effect of financial 

inclusion on poverty at the micro level remains unexplored in Indonesia. The aim of this study is to 

address the existing knowledge gap by examining how access to inclusive financial services effect 

poverty at the household level in Indonesia. 

The classification of urban and rural areas is determined by the BPS based on several indicators, 

including population density, the percentage of households employed in the non-agricultural sector, and 

the availability of educational, health, and transportation facilities. In Indonesia, poverty is concentrated 

in rural areas due to limited access to basic infrastructure, such as education and health services (Naufal 

et al., 2023). (Rahayuningrum and Khalil (2025) find that, in the context of structural poverty, rural 

poverty is consistently higher than urban poverty.  especially among people with low levels of education. 

Based on this theory, the following hypothesis is formulated: 

H1: Household locations in rural areas are more likely to be poor. 

The head of household is a household member considered the primary decision-maker and 

manager of the household economy. Gender differences are often associated with disparities in 

employment opportunities and wages, household gender roles, access to capital assets, and decision-

making authority. Research by Kharisma and Santoso (2021) shows that female-headed households 

often earn lower wages in the labor market and have fewer assets, resulting in higher poverty rates than 

male-headed households. This is consistent with research by Hermawan et al. (2024), which found that 

the gender of the household head significantly affects poverty. Households headed by males are more 

likely to have higher incomes than households headed by females. A study by Ekaputri et al. (2025) 

shows that female-headed households face a higher risk of poverty. According to this result, the 

subsequent hypothesis is formulated: 

H2: A household with a female head is more likely to be poor. 

A savings account is a formal financial product that enables individuals or households to save 

money at financial institutions such as banks. Savings account ownership is one indicator of financial 

inclusion. Several studies have shown that households with savings account ownership are more likely 

to reduce poverty. Research conducted by Ekaputri et al. (2025) and Tran et al. (2022) indicates that 

bank account ownership is significantly associated with a reduced risk of household poverty. In addition, 

a recent study by Kadir et al. (2025) found that financial inclusion, including savings ownership, 

negatively affects poverty in both multidimensional and absolute terms. Based on this explanation, the 

following hypothesis can be formulated: 

H3: Households with ownership of a savings account are less likely to be poor. 

An individual or household's capacity to use financial products and services is determined by their 

access to financial services. According to Peprah et al. (2021), the use of financial services can 

significantly increase productivity. Several studies found that access to formal financial services is 

closely associated with poverty reduction (Tao et al., 2023; Tsouli, 2022; Churchill, 2020). These results 
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align with Tran et al. (2022), who found that household financial products and services, including credit, 

savings, and stocks, can reduce the risk of poverty. Based on these findings, the hypothesis is formulated: 

H4: Households with access to financial services are less likely to be poor. 

In a socio-economic context, mobile phones also serve as tools that support economic activities 

and access to information. Mobile phone use is revolutionizing financial inclusion and enabling more 

people to access and use digital financial services, such as mobile banking and e-wallets. (Islam et al., 

2022) study on financial services showed that mobile phone utilization for digital financial services can 

reduce poverty. In the context of agricultural service, Zhuo et al. (2023) investigated the effect of 

smartphone use on farmer income. The results showed that smartphone adoption can increase farmers' 

income, which mitigates the risk of falling into poverty. In addition, (Liang et al., 2024) found that the 

use of smartphones has a significant impact on multidimensional poverty. Based on these findings, the 

following hypothesis is formulated: 

H5: Households with mobile phone use are less likely to be poor. 

Access to the internet is an important determinant of equal economic opportunity. Internet access 

allows households to access information, enhance online consumption, and increase job opportunities. 

Through these channels, it can be concluded that internet access contributes significantly to poverty 

alleviation (Mateko, 2024). (Yang et al., 2021) investigated the impact of mobile internet on poverty in 

rural households in China. The results showed that the role of mobile internet have significant impact 

on multidimensional poverty reduction. In line with the previous findings, Hidayat et al. (2021) reported 

that internet access significantly reduces poverty levels. Based on this explanation, the following 

hypothesis is proposed: 

H6: Households with internet access are less likely to be poor. 

The conceptual framework in this study explains the influence of household characteristics, 

namely the classification of residential area and the head of household’s gender, and financial inclusion 

variables on the level of poverty experienced by households, which can be described as follows: 

 

 
Source: Researched Data, 2025 

 

Figure 2. Conceptual Framework 

 

 

RESEARCH METHODS 

 

This study uses quantitative data sourced from BPS. The study uses data from the 2023 National 

Socioeconomic Survey (Susenas) in Indonesia because of the dataset’s availability, which provides 

Location 

Gender 

Saving Ownership 

Financial Service 

Mobile Phone Use 

Internet Access 

Household 

Poverty 
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comprehensive information on financial inclusion and household economic conditions. The unit of 

analysis in this study is the household. Seven variables are used: poverty level, location, gender, 

ownership of savings accounts, access to financial services, mobile phone use, and internet access. The 

total sample in this study comprised 341,802 households. The independent variable was divided into 

three expenditure groups according to the World Bank classification. The operational definition of the 

variables in this research is explained as follows: 

 

Table 1. 

Operational Definition of Variables 

 

Variable Types Variable Name Definition 

Dependent 

Variable 

Poverty rate The inability of a person to meet fundamental needs for both food and 

non-food. Categorized into three categories of expenditure 

0: Bottom 40 percent (low) 

1: Middle 40 percent (mid) 

2: Top 20 percent (high) 

Independent 

Variables 

Location Dummy variable of household location  

0: Rural 

1: Urban 

 Gender Dummy variable for gender of household head 

0: Female 

1: Male 

 Savings 

Ownership 

Dummy variable of saving ownership 

0: All household members over 5 years do not have savings account 

1: There is household member over 5 years who has savings account 

 Financial 

Services 

Dummy variable of financial services 

0: All household members over 5 years did not have used financial 

products/services in the past year 

1: There is household member over 5 years who has used financial 

products/services in the past year 

 Mobile Phone 

Use 

Dummy variable of mobile phone use 

0: All household members do not use mobile phone 

1: There is household member who use mobile phone 

 Internet Access Dummy variable of internet access 

0: All household members do not have internet access 

1: There is household member who has internet access 

Source: Data Processed, 2025 

 

We used a methodology to assess this research, classifying expenditure into three groups: low, 

medium, and high. The dependent variable has three ordinal categories. The ordered logit model (OLM) 

is a widely used method for modeling ordinal outcome variables. An assumption of parallel lines in 

OLM must be satisfied. This means that the coefficients of the explanatory variables are constant across 

categories. However, in this case, GOLM (gologit) is selected as an alternative to address the challenge 

of the parallel line assumption (Anthanasius Fomum & Opperman, 2023). The advantages of this 

method are that it can relax the restriction and allow some coefficients to vary across outcome categories 

(Moges et al., 2025).  Unlike ordered logit, the coefficients do not have to be equal across thresholds. 

So, this research provides a better model fit use gologit model when the parallel line assumption is 

violated. 

The generalized ordered logit model can be expressed as:  

𝑃(𝑌ᵢ >  𝑗) =  
exp(𝛼ⱼ + 𝑋ᵢ𝛽ⱼ)

1 +exp(𝛼ⱼ + 𝑋ᵢ𝛽ⱼ)
,………………………………………………………………………....(1) 

𝑗 =  1,2, . . . , 𝑚 − 1 

m represents the number of categories for the ordinal dependent variables. In this study, the 

estimated gologit model can be specified as: 

𝑃𝑜𝑣 = 𝛼 + 𝛽1𝑆𝑎𝑣𝑖 + 𝛽2𝐹𝑖𝑛𝑖 + 𝛽3𝑀𝑜𝑏𝑃ℎ𝑖 + 𝛽4𝐼𝑛𝑡𝑟𝑖 + 𝛽5𝐿𝑜𝑐𝑖 + 𝛽6𝐻𝐻𝑖 + 𝜀𝑖..................................(2) 
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In the equation above, Pov denotes the poverty level, the dependent variable in this study. 

Meanwhile, the six independent variables used are: Sav refers to savings ownership, Fin refers to access 

to financial services, MobPh refers to mobile phone use, Intr refers to internet access, Loc refers to the 

location of the household's residential area, and HH refers to the gender of the head of the household. 

 

 

RESULT AND DISCUSSION 

 

Based on the characteristics sample, most households in the dataset are located in rural areas. 

Specifically, 198.387 (58 percent) households resided in rural areas and 143.415 (42 percent) 

households in urban areas. This distribution indicates that the sample is dominated by rural households, 

which is relevant because rural areas often face greater limitations in access to financial services and 

digital infrastructure compared to urban areas. In terms of household leadership, the majority of 

households (289.932; 84,8 percent) were male-headed, and 51.870 (15,2 percent) were female-headed. 

The relatively smaller proportion of female-headed households suggests that gender dynamics may play 

an important role in determining household economic conditions and access to financial resources. In 

the financial inclusion variable on savings ownership, 870.006 (25.5 percent) of sample households 

report that no household members have savings. The remaining 74,5 percent of sample households have 

at least one household member with savings and are categorized as experiencing financial inclusion in 

savings ownership. These results suggest that financial inclusion through savings ownership has been 

relatively widespread among the sample population. Based on the total data, the percentage of 

households in which no household member uses financial products/services is 61.1 percent, or 208.826. 

While the remaining 38,9 percent of sample households have household members who use financial 

products/services. This indicates that although financial inclusion is expanding, a considerable 

proportion of households still lack access to formal financial institutions. 

Regarding the mobile phone use variable, 130.202 households (38.1 percent) with members aged 

5 years and above do not use mobile phones. The remaining 61.9 percent of sample households whose 

entire household members are 5 years of age and older use mobile phones. This finding suggests that 

mobile phone ownership is relatively widespread and may serve as an important channel for expanding 

digital financial services. A total of 130.695 samples, or 38,2 percent of the data sample, whose entire 

household members are 5 years old and above use the internet, and the remaining 211.107 samples, 

whose household members are 5 years old and above, do not use the internet. This indicates that despite 

the relatively high penetration of mobile phones, internet access remains uneven across households, 

which may constrain the expansion of digital financial inclusion. 

 

Table 2. 

Descriptive Statistics of the Variables 

 

Variables Category Frequency Percentage 

Location 0: Rural 198.387 58,00 

 1: Urban 143.415 42,00 

Gender of Head 0: Female 51.870 15,20 

 1: Male 289.932 84,80 

Saving Ownership 0: No ownership 87.006 25,50 

 1: Ownership 254.796 74,50 

Access to Financial Services 0: No access 211.291 61,82 

 1: With access 130.511 38,18 

Mobile phone Use 0: No use 31.345 9,17 

 1: Use 310.457 90,83 

Internet Access 0: No access 63.009 19,02 

 1: With access 276.793 80,98 

Source: Data Processed, 2025 
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This study used ordinal logistic regression to examine how financial inclusion influenced poverty 

through household expenditure levels. This is because this research uses ordinal outcome variables. It is 

divided into three groups: the lowest 40 percent of expenditure, the middle 40 percent, and the top 20 

percent. The ordinal logistic regression results are shown in Table 3. 

 

Table 3. 

Ordinal Regression Logistic Estimation 

 

Variable Coefficient (SE) Odds Ratio (SE) 

Location 0.523*** (0.007) 1.687*** (0.012) 

Gender 0.847*** (0.010) 2.332*** (0.024) 

Financial Service 0.488*** (0.008) 1.629*** (0.012) 

Saving Ownership 0.657*** (0.009) 1.930*** (0.018) 

Mobile Phone 0.274*** (0.019) 1.316*** (0.025) 

Internet acess 1.325*** (0.013) 3.762*** (0.048) 

(***) 1 percent level of significance, (**) 5 percent level of significance, (*) 10 percent level of significance 

The result is not interpreted because the assumption of parallel lines does not hold. 

Source: Data Processed, 2025 

 

A formal test of parallel regression lines is required to verify this estimation. The test was used to 

test the assumption of parallel regression lines. It produced a likelihood-ratio test to see whether the 

coefficients are equal across categories (proportional odds assumption). 

 

Table 4. 

Likelihood-Ratio Test of Proportionality of Odds 

 

Df Chi-square P > Chi-square 

6 2779.27 0.000 

Source: Data Processed, 2025 

 

The chi-square statistic (χ2) of 2779.27 (df = 6) was significant, indicating that the parallel lines 

assumption was not supported. In other words, the model is not appropriate. To address this problem, 

we used generalized ordered logit estimation to obtain results that satisfy the parallel line assumption. 

In the generalized ordered logit model, two logit models were specified because the dependent variable 

has three categories. The GOLM results for 341.802 households are shown in Table 5. 

 

Table 5. 

Generalized Ordered Logit Model Estimation 

 

Cutpoint Variables Coefficient (SE) Odds Ratio (SE) 

0 Location 0.386*** (0.008) 1.471*** (0.012) 

0 Gender 0.875*** (0.011) 2.399*** (0.026) 

0 Financial Service 0.407*** (0.009) 1.503*** (0.013) 

0 Saving Ownership 0.609*** (0.010) 1.838*** (0.018) 

0 Mobile Phone 0.304*** (0.019) 1.355*** (0.026) 

0 Internet acess 1.350*** (0.013) 3.857*** (0.050) 

1 Location 0.709*** (0.009) 2.032*** (0.019) 

1 Gender 0.701*** (0.015) 2.017*** (0.031) 

1 Financial Service 0.562*** (0.010) 1.754*** (0.017) 

1 Saving Ownership 1.005*** (0.017) 2.731*** (0.046) 

1 Mobile Phone -0.099** (0.038) 0.906** (0.034) 

1 Internet acess 1.241*** (0.026) 3.461*** (0.089) 

(***) 1 percent level of significance, (**) 5 percent level of significance, (*) 10 percent level of significance 

Source: Data Processed, 2025 

 

Based on the GOLM estimation, the hypotheses regarding the relationship between the 

independent variables: location, gender, financial inclusion indicators (such as savings ownership, 
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formal financial services, phone use, and internet access), with the dependent variable household 

poverty are supported. All independent variables are statistically significant and consistent with the 

expected direction of influence; notably, financial inclusion is a crucial factor in alleviating household 

poverty.  

The GOLM results examine the likelihood that households are classified into any of the 

expenditure levels (high, medium, or low). There are two cutpoints that separate the categories of the 

dependent variable. For example, cutpoint 0 is the threshold between the first category (low expenditure 

level) and the second category (mid expenditure level). Cutpoint 1 is the threshold between the second 

(mid expenditure level) and third (high expenditure level) categories. Positive coefficients suggest that 

elevated values of the explanatory variable enhance the probability of households ascending to a higher 

expenditure category, whereas negative coefficients imply that increased values of the explanatory 

variable raise the likelihood of remaining in the current or a lower category. We also compute marginal 

effects to estimate the probabilities of changes in a predictor variable for all 341.802 households in the 

survey. For each household, there will be three probabilities, depending on the category of the dependent 

variable. 

The odds ratio of the location variable in cutpoint 0 is 1.471. It shows that as location increases 

(i.e., from 0 to 1), the odds of the mid expenditure category relative to the low expenditure category 

increase by approximately 1.471 times. This means the households in the city or urban areas are 1.471 

times more likely to be in a higher expenditure level than the households that live in rural areas, ceteris 

paribus. At cutpoint 1, households in urban areas are 2.032 times as likely as those in rural areas to be 

at a higher expenditure level, ceteris paribus. 

For gender, the odds ratios for both cutpoints are approximately 2. It indicates that male-headed 

households are twice as likely to be at the higher expenditure level as female-headed households. The 

odds ratio of the savings ownership variable in cutpoint 0 is 1.838. This indicates that households with 

savings accounts are 1.838 times as likely to be in the mid-expenditure group as households without 

savings accounts. While the households that own savings accounts are 2.731 times more likely to be in 

the high expenditure group than the households that do not own savings accounts, ceteris paribus. 

 

Table 6. 

Marginal Effect Generalized Ordered Logit Model Estimation 

 
Variables Low Exp. Level Mid Exp. Level High Exp. Level 

Location -0.076*** (0.002) -0.025*** (0.002) 0.102*** (0.001) 

Gender -0.173*** (0.002) 0.072*** (0.002) 0.100*** (0.002) 

Financial Service -0.080*** (0.002) -0.000 (0.002) 0.080*** (0.001) 

Saving Ownership -0.120*** (0.002) -0.024*** (0.003) 0.144*** (0.002) 

Mobile Phone -0.060*** (0.004) 0.074*** (0.005) -0.014** (0.005) 

Internet acess -0.266*** (0.002) 0.089*** (0.004) 0.178*** (0.004) 

Significant level: (***) 1 percent (**) 5 percent (*) 10 percent 

Source: Data Processed, 2025 
 

Regarding financial services, the odds ratios for both cutpoints are about 1.5. This means 

households with access to financial services are 1.5 times as likely to have higher expenditure than 

households without such services. The odds ratio of the mobile phone use variable in cutpoint 0 is 1.35. 

This means the households that use mobile phones are more likely to have higher levels of expenditure 

than the households that do not use mobile phones, ceteris paribus. For example, households that use 

mobile phones are 1.35 times as likely to be at the mid-expenditure level. But the mobile phone has a 

negative effect on moving to a higher category in cutpoint 1. Households that use mobile phones are 

0.09 times as likely to be at the low expenditure level. Regarding the internet access variable, the odds 

ratio for both cut points is approximately 3. It indicates that households with internet access are 3 times 

as likely to be in the higher expenditure category than households without access. This means that 

internet accessibility significantly increases the likelihood of higher welfare. 
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A marginal change from rural to urban household location decreases the probability of being in 

the low-or mid-expenditure group and increases the probability of being in the high-expenditure group. 

Households in urban areas decrease the probability of being in low- or mid-expenditure levels by 7.6 

percent and 2.5 percent, respectively, and increase the probability of being in high-expenditure levels 

by 10 percent. The study's results demonstrate that location significantly influences household poverty. 

This means that the area where the household lives affects its economic opportunities and its ability to 

increase expenditure. Households in rural areas are less likely than those in urban areas to move into a 

higher expenditure group. The high likelihood that rural households are poor is attributable to regional 

disparities that limit access to basic infrastructure, including schools and health services, thereby 

increasing their poverty risk (Naufal et al., 2023). Rural areas generally face constraints that directly 

affect household income. In addition, most rural households work in the informal sector. Work in this 

sector is less productive than in the formal sector. This increases the risk of poverty (World Bank, 2020). 

In addition, poverty data released by BPS consistently show that poverty rates in rural regions exceed 

those in urban regions. 

In terms of gender, male-headed households decrease the likelihood of a household being in a 

low expenditure level by 17 percent. Also increases the probability that households belong to the mid- 

and high-expenditure levels by 7 percent and 10 percent, respectively. According to this study, poverty 

is significantly impacted by the head of the household's gender. Female-headed households are less 

likely to endure poverty than male-headed households. This result is consistent with  Hermawan et al. 

(2024) study, which reports that households headed by women are more vulnerable to poverty than those 

headed by men. The status of women as heads of households is closely linked to the conditions under 

which they hold this role, as certain circumstances increase their vulnerability to poverty, limiting their 

time and energy to access economic opportunities (UN Women, 2021). 

The transition from lacking access to financial services to having access reduces the likelihood of 

a household experiencing low expenditure levels by 8 percent and increases the probability of a 

household experiencing high expenditure levels by 8 percent. This study demonstrates that access to 

financial services significantly impacts household poverty. This means that households that use financial 

products and services are less likely to experience poverty than households in which no household 

member uses them. Access to financial services, including credit, insurance, and payment services, 

enables individuals and households to mitigate risk, start businesses, and participate in the formal 

economy. Consequently, access to financial services and related products has been demonstrated to 

contribute significantly to poverty alleviation. This aligns with Inoue (2024) findings, which indicate 

that access to financial products, including digital banking services, significantly increases income and 

reduces poverty, particularly in developing countries. Financial inclusion can provide a policy tool for 

poverty alleviation through increasing the use of financial accounts and ownership (Nyarko et al., 2023) 

Comparing modes of saving ownership, households with a savings account are 14,4 percent more 

likely to be classified as households with a high expenditure level and 2.4 percent and 1.2 percent less 

likely to belong to the mid and low expenditure level categories, respectively. The analysis concludes 

that ownership of savings accounts significantly affects household poverty. Households with savings 

accounts are more likely to take advantage of economic opportunities and, therefore, less likely to 

experience poverty. Savings account ownership plays an important role in increasing household 

financial resilience. Savings accounts allow individuals or households to save money, manage income, 

and plan long-term expenses. This discussion aligns with research by Tran et al. (2022), Tsouli (2022), 

and Hermawan et al. (2024), which concluded that households with savings accounts are less likely to 

be classified as poor. This is because they are better able to plan their finances and use financial products. 

In addition, in the Indonesian context, account ownership expands access to non-cash social protection 

programs, such as PKH, BPNT, and other forms of assistance. 

A change in mobile phone usage status significantly affects the likelihood that a household is 

classified into one of three expenditure levels. A transition from non-use to use increases the probability 

that a household is classified in the mid-expenditure level by 7.4 percent, while simultaneously reducing 
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the likelihood of classification in the low- and high-expenditure levels by 6 percent and 1.4 percent, 

respectively. Research findings indicate that the use of mobile phones has a significant negative effect 

on poverty. This indicates that households with access to mobile phones are less likely to experience 

poverty. This means households that use mobile phones have a negligible probability of falling into 

poverty compared to households that do not use mobile phones. This aligns with Matsuura-Kannari et 

al. (2024), who show that the mobile phone penetration can reduce poverty by increasing income 

diversification. argue that mobile phones help alleviate poverty, particularly among low-income 

households and vulnerable groups (Mohammed & Ameh, 2025). The use of mobile phones reduces 

business expenses and enhances productivity, facilitating access to improved marketplaces and pricing 

information, and enabling timely communication of business-related information, thereby elevating 

rural livelihoods. 

For internet access, a change from no access to access increases the probability that a household 

is in mid- or high-expenditure levels by 8.9 percent and 17.8 percent, respectively. That change also 

reduces the probability that a household is at a low expenditure level by 26.6 percent. The analysis 

results indicate that households with internet access are less likely to be classified as low-expenditure 

households than households without internet access. This means that internet access is associated with 

a lower likelihood of households falling into poverty. This finding is consistent with research by 

Chunfang et al. (2023) and Li et al. (2025), which shows that internet access can increase household 

expenditure. Hermawan et al. (2024) found in a study in West Java that internet access increases the 

income of poor households, particularly among the 40 percent of households with the lowest incomes. 

Internet access can expand access to information and economic opportunities, thereby raising household 

income and expenditures. The internet can help people, including those in rural areas, strengthen their 

social networks, update their knowledge, and access job opportunities, and it can also enable households 

to benefit from internet access, thereby increasing their productivity and income (Vaio et al., 2024) 

 

 

CONCLUSION AND SUGGESTIONS  

The study examines the effect of financial inclusion on household poverty using a generalized 

ordinal logistic model and explores other socioeconomic factors on household welfare. The empirical 

results show that several socioeconomic factors, such as location, gender of the head of household, 

ownership of savings, access to financial services, mobile phone usage, and internet access, significantly 

influence household poverty. It reduces the likelihood that households fall into poverty or a low-

expenditure group and increases the likelihood that households move to a higher-expenditure group. On 

the other hand, financial inclusion plays a significant role in poverty alleviation and potentially increases 

household expenditure. It affects household poverty among both those living in rural areas and those 

headed by women. These results indicate that financial inclusion improves welfare among vulnerable 

groups, including rural households and female-headed households, suggesting that inclusive financial 

systems can help reduce structural inequalities in access to economic opportunities. In terms of policy 

implications, the results suggest that expanding financial inclusion should remain a priority in poverty 

reduction strategies in Indonesia. Therefore, the government needs to focus on programs to expand 

financial inclusion, such as financial literacy, account ownership, and digitalization for households, to 

reduce poverty in Indonesia.  

This study still presents several limitations. The data used in this study are limited to a single time 

period and do not capture the long-term dynamics of poverty. Furthermore, the independent variables 

are limited to household conditions. A suggestion for further research is to use a longer period. In 

addition, variables not examined in this study could be incorporated, such as proximity to the nearest 

financial services and the state of the internet infrastructure. 

 

 



328                                                                                                                                                e-ISSN: 2337-3067 

The Effect of Financial Inclusion on Household Poverty in Indonesia 

Vocalyn Khaleda Muliantari & Ilmiawan Auwalin 

 

REFERENCES 
 

Ade, S., Parsa, D., Bagus, I., Sedana, P., Dana, I. M., Ayu, G., Dewi, M., Kunci, K., Keuangan, I., Pertumbuhan, 

;, Risiko, E. ;, Perbankan, K., Ekonomi, F., & Bisnis, D. (2023). Pengaruh inklusi keuangan dan pertumbuhan 

ekonomi terhadap risiko kredit perbankan. E-Jurnal Ekonomi dan Bisnis Universitas Udayana, 12(06), 

1110–1118. https://doi.org/10.24843/EEB.2023.V12.I06.P08 

Anthanasius Fomum, T., & Opperman, P. (2023). Financial inclusion and performance of MSMEs in Eswatini. 

International Journal of Social Economics, 50(11), 1551–1567. https://doi.org/10.1108/IJSE-10-2020-

0689/FULL/PDF 

Badan Pusat Statistik. (2025). Data dan Informasi Kemiskinan Kabupaten/Kota. https://web-

api.bps.go.id/download.php?f=qhTSiz7pEtvROMsUyFC4O1hNZmROQWlNWE92NGpqaFBaKzJ3aTYrc

WtHTWhBU0JrMzJ4OGxJbWlKRmpJOXZ3MTJ1MEJRS0RQQ2RVOGhkaDVNbmo5ZlR4RVFrTDBC

VjhiUG9HUDNsdEUwSWZ1bi9LVTduL2FzWnBPODU2S0JPc2xqYUt1enZ0MjNtUGorUVo1Ri93QTh

icnFSWHpMU04rV1NtQ3hzVXRyQ2FxNlhYMDRDRDl5cDdEemRJeHZtNEJrNDdqSlV6akNGL2J5TF

Fpa3hQbS9oYkREcUx0TEZsNTFGSVpzc25zMEYvN292TFc2aVZ4RnljK3FmbWpNUVcva1BXZ05aR

EVGTU5hcUlERFVTVWV1azJWM0wxSzhDZCtOM09tbmJzelhQb1BYRFpESktNcldNQndqeDZFPQ=

=&_gl=1*1dfuuqe*_ga*NTkwODA0MDQuMTc2NTkwNTI4NA..*_ga_XXTTVXWHDB*czE3NzI4NjQ

1NDEkbzE4JGcxJHQxNzcyODY0NjE1JGo1NiRsMCRoMA.. 

Badan Pusat Statistik. (2023, July 17). Profil Kemiskinan di Indonesia Maret 2023. Berita Resmi Statistik. 

https://www.bps.go.id/id/pressrelease/2023/07/17/2016/profil-kemiskinan-di-indonesia-maret-2023.html 

Chunfang, Y., Yifeng, Z., & Suyun, W. (2023). The impact of the Internet on household consumption expenditure: 

an empirical study based on China Family Panel Studies data. Economic Research-Ekonomska Istrazivanja 

, 36(3). https://doi.org/10.1080/1331677X.2022.2150255;REQUESTEDJOURNAL:JOURNAL:RERO20 

Churchill, S. A. (2020). Moving from the millennium to the sustainable development goals: Lessons and 

recommendations. Moving from the Millennium to the Sustainable Development Goals: Lessons and 

Recommendations, 1–366. https://doi.org/10.1007/978-981-15-1556-9/COVER 

Demirgüç-Kunt, A., Klapper, L., & Singer, D. (2022). The Global Findex Database 2021: Financial Inclusion, 

Digital Payments, and Resilience in the Age of COVID-19. https://doi.org/10.1596/978-1-4648-1897-4 

Ekaputri, R. A., Sukiyono, K., Yefriza, Y., Febriani, R. E., & Nopiah, R. (2025). Gendered dimensions of poverty 

in Indonesia: A study of financial inclusion and the influence of female-headed households. Economies 2025, 

Vol. 13, Page 240, 13(8), 240. https://doi.org/10.3390/ECONOMIES13080240 

Gweshengwe, B., & Hassan, N. H. (2020). Defining the characteristics of poverty and their implications for 

poverty analysis. Cogent Social Sciences, 6(1). https://doi.org/10.1080/23311886.2020.1768669 

Hermawan, W., Heriyaldi, H., & Tjahjawandita, A. (2024). The influence of financial inclusion and internet access 

on the income of poor households. Jurnal Ekonomi Pembangunan: Kajian Masalah Ekonomi Dan 

Pembangunan, 25(1), 84–104. https://doi.org/10.23917/JEP.V25I1.23517 

Hidayat, A., Prasetyia, F., & Pangestuty, F. (2021). View of role of internet accessibility in reducing the poverty 

rates in java; a spatial approach. Journal of Indonesian Applied Economics, 9, 21–31. 

https://jiae.ub.ac.id/index.php/jiae/article/view/345/201 

Husaini, M., & Sitorus, N. H. (2025). The Impact of financial sector in poverty alleviation. East Asian Journal of 

Multidisciplinary Research, 4(4), 1427-1436–1427 – 1436. https://doi.org/10.55927/EAJMR.V4I4.102 

Inoue, T. (2024). Digital financial inclusion, international remittances, and poverty reduction. Journal of Economic 

Structures 2024 13:1, 13(1), 8-. https://doi.org/10.1186/S40008-024-00328-Z 

Islam, A. T. M. H., Basher, S. A., & Enamul Haque, A. K. (2022). The impact of mobile money on long-term 

poverty: evidence from Bangladesh. Journal of Social and Economic Development, 24(2), 436. 

https://doi.org/10.1007/S40847-022-00194-0 

Kadir, R. D., Tri Wahyudi, S., Maski, G., & Devia Sagita Sumantri, V. (2025). The role of financial inclusion in 

reducing household poverty: insights from Eastern Indonesia. Cogent Economics and Finance, 13(1). 

https://doi.org/10.1080/23322039.2025.2588925;WEBSITE:WEBSITE:TFOPB;JOURNAL:JOURNAL:R

EFR20;PAGEGROUP:STRING:PUBLICATION 

Kharisma, B., & Santoso, T. (2021). Determinan Tingkat Kemiskinan di Kota Bandung. E-Jurnal Ekonomi Dan 

Bisnis Universitas Udayana, 10(7), 626–641. https://doi.org/10.24843/EEB.2021.V10.I07.P05 

Kumar, S. S., & Jie, Q. (2023). Exploring the role of financial inclusion in poverty reduction: An empirical study. 

World Development Sustainability, 3, 100103. https://doi.org/10.1016/J.WDS.2023.100103 

Li, Y. ;, Bao, Y. ;, Wang, Y., Li, Y., Bao, Y., & Wang, Y. (2025). Study on the relationship between digital 

inclusion, the level of the digital economy and rural household consumption. Sustainability 2025, Vol. 17, 

Page 2405, 17(6), 2405. https://doi.org/10.3390/SU17062405 

Liang, X., Xiao, H., Hou, F., Guo, X., Li, L., & Huang, L. (2024). Breaking the chains of poverty: examining the 

influence of smartphone usage on multidimensional poverty in rural settings. Humanities and Social 

Sciences Communications 2024 11:1, 11(1), 142-. https://doi.org/10.1057/s41599-024-02645-x 

Mateko, F. M. (2024). Information and communication technology and poverty alleviation in Nigeria. African 

Journal of Science, Technology, Innovation and Development, 16(3), 439–450. 

https://doi.org/10.1080/20421338.2024.2334172;WGROUP:STRING:PUBLICATION 

https://doi.org/10.24843/EEB.2023.V12.I06.P08
https://doi.org/10.1108/IJSE-10-2020-0689/FULL/PDF
https://doi.org/10.1108/IJSE-10-2020-0689/FULL/PDF
https://doi.org/10.1080/1331677X.2022.2150255;REQUESTEDJOURNAL:JOURNAL:RERO20
https://doi.org/10.1007/978-981-15-1556-9/COVER
https://doi.org/10.1596/978-1-4648-1897-4
https://doi.org/10.3390/ECONOMIES13080240
https://doi.org/10.1080/23311886.2020.1768669
https://doi.org/10.23917/JEP.V25I1.23517
https://doi.org/10.55927/EAJMR.V4I4.102
https://doi.org/10.1186/S40008-024-00328-Z
https://doi.org/10.1007/S40847-022-00194-0
https://doi.org/10.1080/23322039.2025.2588925;WEBSITE:WEBSITE:TFOPB;JOURNAL:JOURNAL:REFR20;PAGEGROUP:STRING:PUBLICATION
https://doi.org/10.1080/23322039.2025.2588925;WEBSITE:WEBSITE:TFOPB;JOURNAL:JOURNAL:REFR20;PAGEGROUP:STRING:PUBLICATION
https://doi.org/10.24843/EEB.2021.V10.I07.P05
https://doi.org/10.1016/J.WDS.2023.100103
https://doi.org/10.3390/SU17062405
https://doi.org/10.1057/s41599-024-02645-x
https://doi.org/10.1080/20421338.2024.2334172;WGROUP:STRING:PUBLICATION


329                                                                                                                                                e-ISSN: 2337-3067 

The Effect of Financial Inclusion on Household Poverty in Indonesia 

Vocalyn Khaleda Muliantari & Ilmiawan Auwalin 

 

Matsuura-Kannari, M., Islam, A. H. M. S., & Tauseef, S. (2024). Mobile phones, income diversification, and 

poverty reduction in rural Bangladesh. Review of Development Economics, 28(4), 1475–1493. 

https://doi.org/10.1111/RODE.13110;JOURNAL:JOURNAL:14679361 

Moges, F., Leza, T., & Gecho, Y. (2025). Targeting rural poverty: A Generalized ordered logit model analysis of 

multidimensional deprivation in Ethiopia’s Bilate River Basin. Economies 2025, Vol. 13, Page 181, 13(7), 

181. https://doi.org/10.3390/economies13070181 

Mohammed, M. L., & Ameh, T. E. (2025). Mobile phone use and poverty reduction in selected local government 

areas of Nasarawa State. International Journal of African Innovation and Multidisciplinary Research, 07(2). 

https://doi.org/10.70382/MEJAIMR.V7I2.026 

Naufal, H. A., Mulyanto, & Suryanto. (2023). The effect of social infrastructure on rural poverty in Indonesia with 

the village development index as a moderation variable. Economic Research Journal of Pelita Ekonomi, 

18(1), 87–98. https://doi.org/10.32424/1.erjpe.2022.18.1.3340 

Nita Aryani, D., Masruki, R., Rorimpandey, T., Malangkucecwara Jl Terusan Candi Kalasan, S., & Timur, J. 

(2024). Financial inclusion, population quality level, poverty, and unemployment on economic growth. 

Trikonomika, 23(1), 1–10. https://doi.org/10.23969/TRIKONOMIKA.V23I1.10840 

Nyarko, E. S., Amoateng, K., & Aboagye, A. Q. Q. (2023). Financial inclusion and poverty: evidence from 

developing economies. International Journal of Social Economics, 50(12), 1719–1734. 

https://doi.org/10.1108/IJSE-11-2021-0690 

Omar, M. A., & Inaba, K. (2020). Does financial inclusion reduce poverty and income inequality in developing 

countries? A panel data analysis. Journal of Economic Structures 2020 9:1, 9(1), 37-. 

https://doi.org/10.1186/S40008-020-00214-4 

Peprah, J. A., Koomson, I., Sebu, J., & Bukari, C. (2021). Improving productivity among smallholder farmers in 

Ghana: does financial inclusion matter? Agricultural Finance Review, 81(4), 481–502. 

https://doi.org/10.1108/AFR-12-2019-0132 

Rahayuningrum, S. T., & Khalil, A. (2025). Urban poverty and rural poverty in different countries: A systematic 

literature review. Optimum: Jurnal Ekonomi Dan Pembangunan, 15(1), 36–48. 

https://doi.org/10.12928/OPTIMUM.V15I1.8727 

Saha, S. K., & Qin, J. (2022). Financial inclusion and poverty alleviation: an empirical examination. Economic 

Change and Restructuring, 56(1), 409. https://doi.org/10.1007/S10644-022-09428-X 

Tao, Z., Wang, X., Li, J., & Wei, X. (2023). How can digital financial inclusion reduces relative poverty? An 

empirical analysis based on China household finance survey. Finance Research Letters, 58, 104570. 

https://doi.org/10.1016/J.FRL.2023.104570 

Tran, H. T. T., Le, H. T. T., Nguyen, N. T., Pham, T. T. M., & Hoang, H. T. (2022). The effect of financial 

inclusion on multidimensional poverty: the case of Vietnam. Cogent Economics & Finance, 10(1). 

https://doi.org/10.1080/23322039.2022.2132643 

Tsouli, D. (2022). Financial inclusion, poverty, and income inequality: Evidence from European Countries. 

Ekonomika, 101(1), 37–61. https://doi.org/10.15388/Ekon.2022.101.1.3 

UN Women. (2021). The impact of COVID-19 on women’s and men’s lives and livelihoods in Europe and Central 

Asia. In Preliminary Results from a Rapid Gender Assessment. 

Vaio, A. Di, Chhabra, M., Lepore, L., Zhang, Q., Maru, A., Yang, C., & Guo, H. (2024). Can internet use increase 

rural women’s income? Evidence from underdeveloped areas of China. Sustainability 2024, Vol. 16, Page 

10546, 16(23), 10546. https://doi.org/10.3390/SU162310546 

Wardhana, A., Kharisma, B., & Risti, S. (2022). Indeks Pembangunan Manusia (Ipm) Di Wilayah Indonesia 

Timur. E-Jurnal Ekonomi Dan Bisnis Universitas Udayana, 11(12), 1480–1488. 

https://doi.org/10.24843/EEB.2022.V11.I12.P04 

World Bank. (2020). Poverty and Shared Prosperity 2020. https://doi.org/10.1596/978-1-4648-1602-4 

Yang, L., Lu, H., Wang, S., & Li, M. (2021). Mobile internet use and multidimensional poverty: Evidence from a 

household survey in rural China. Social Indicators Research, 158(3), 1065. https://doi.org/10.1007/S11205-

021-02736-1 

Zhuo, N., Li, B., Zhu, Q., & Ji, C. (2023). Smartphone-based agricultural extension services and farm incomes: 

Evidence from Zhejiang Province in China. Review of Development Economics, 27(3), 1383–1402. 

https://doi.org/10.1111/RODE.13013 
 

https://doi.org/10.1111/RODE.13110;JOURNAL:JOURNAL:14679361
https://doi.org/10.3390/economies13070181
https://doi.org/10.70382/MEJAIMR.V7I2.026
https://doi.org/10.32424/1.erjpe.2022.18.1.3340
https://doi.org/10.23969/TRIKONOMIKA.V23I1.10840
https://doi.org/10.1108/IJSE-11-2021-0690
https://doi.org/10.1186/S40008-020-00214-4
https://doi.org/10.1108/AFR-12-2019-0132
https://doi.org/10.12928/OPTIMUM.V15I1.8727
https://doi.org/10.1007/S10644-022-09428-X
https://doi.org/10.1016/J.FRL.2023.104570
https://doi.org/10.1080/23322039.2022.2132643
https://doi.org/10.15388/Ekon.2022.101.1.3
https://doi.org/10.3390/SU162310546
https://doi.org/10.24843/EEB.2022.V11.I12.P04
https://doi.org/10.1596/978-1-4648-1602-4
https://doi.org/10.1007/S11205-021-02736-1
https://doi.org/10.1007/S11205-021-02736-1
https://doi.org/10.1111/RODE.13013

