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The effect of financial inclusion on

multidimensional poverty: the case of Vietnam

Huong Thi Thanh Tran*, Ha Thi Thu Le’, Nga Thanh Nguyen?, Tue Thi Minh Pham® and
Huyen Thanh Hoang®

Abstract: Poverty reduction has become a top goal in the socio-economic devel-
opment strategies of countries and a topic of interest for researchers. A number of
prior empirical studies have identified the importance of financial inclusion to
poverty reduction. However, most of these studies assess the effect of financial
inclusion on income poverty reduction. There are relatively few studies evaluating
the impact of financial inclusion, especially in terms of household use of financial
products and services, on multidimensional poverty reduction. This study uses

a multivariate probit model with a dataset from Vietnam to estimate the effect of
financial inclusion in terms of household use of financial products and services and
other factors on multidimensional poverty. The results show that financial inclusion
reduces multidimensional poverty. Specifically, households owning bank accounts,
having savings at banks, using debit cards, credit cards, or investing in stocks or
bonds are less likely to fall into multidimensional poverty. Based on the findings, we
provide several recommendations for policymakers to increase the level of house-
holds’ use of financial products and services.

Subjects: Economics; Finance; Banking

Keywords: financial inclusion; multidimensional poverty; multivariate probit; poverty
reduction

1. Introduction

Prior studies have examined various factors affecting poverty reduction, in which financial inclusion
(FI) has been identified as an important driver of poverty alleviation (Alvarez-Gamboa et al., 2021;
Churchill & Marisetty, 2020; Park & Mercado, 2018; Sethi & Acharya, 2018; Yang & Fu, 2019). However,
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there are not many studies investigating the impact of FI on multidimensional poverty reduction
using household-level data. Therefore, we conduct this study to explore the impact of FI in terms of
household use of financial products and services on multidimensional poverty in Vietnam.

Poverty is a global problem, attracting the attention of scholars and countries. In Vietnam, poverty
reduction has always been considered as one of the key tasks in the socio-economic development
strategies of the Government. The Government of Vietnam has implemented a number of programs
to reduce poverty, such as the Vietham Sustainable Development Strategy for 2011-2020, The 2030
Agenda for Sustainable Development, the Project on Vocational training for rural workers up to 2020,
the Project on developing the microfinance system in Vietnam until 2020, vocational training policies
for rural workers ... The living standard of Vietnamese people has improved significantly thanks to
these efforts. According to the General Statistics of Vietham (2022), the rate of multidimensionally
poor households in Vietnam decreased significantly, from 9.2% in 2016 to 4.8% in 2020. However, the
poverty reduction rate is still low compared to the targets set out by the Government. According to
the National Target Program on Sustainable Poverty Reduction and Social Security for the period from
2021 to 2025 of the Government of Vietnam, the multidimensional poverty rate of the country should
be reduced by at least 25% by 2025, and the poverty reduction rate should be maintained at 1-1.5%
per annum. However, the actual reductions were 1.3%, 1.1% and 0.9% in 2017, 2018 and 2020,
respectively. Thus, although certain successes have been achieved, the rate of poverty reduction is
still under expectation. In order to help the country accelerate poverty reduction, it is important to
identify the factors that promote poverty reduction.

FI is concerned with the affordable provision of financial services, ensuring access to the right
financial products and services for the disadvantaged and low-income people (Dixit & Ghosh, 2013;
Evans & Alenoghena, 2017; Kumar, 2013; Mohseni-Cheraghlou, 2015). In recent years, FI has
received global attention in its mission to eliminate hunger and reduce poverty to build a stable
and equitable society where everyone enjoys economic development achievements.

Recognizing the importance of FI to poverty reduction, the Government of Vietnam has issued
a number of policies to promote the development of FI, typically Decision No. 1726/QD-TTg dated
5 September 2016 of the Prime Minister approving the project to improve accessibility to banking
services for the economy (Vietnam Prime Minister, 2016), Decision No. 241/QD-TTg dated
23 February 2018 of the Prime Minister approving the scheme to promote payments through
banks for public services (Vietham Prime Minister, 2018), and Decision No. 149/QD-TTg dated
20 January 2020 of the Prime Minister approving the financial inclusion strategy to the year
2025, and orientations to the year 2030 (Vietnam Prime Minister, 2020). Thanks to these efforts,
access to financial services in Vietnam has achieved positive results. According to the State Bank of
Vietnam (2021a), compared to 2016, in 2020 the number of commercial bank branches increased
by 10%, equivalent to 1,009 branches; the number of automatic teller machines (ATMs) increased
by 12.39%, equivalent to 2,164 ATMs. In addition, bank branches or official credit funds are
available in 20.1% of the communes in rural areas. The usage level of financial products and
services also increased sharply. According to the State Bank of Vietnam’s (2021a) supply-side data,
by the end of 2020, the number of individual accounts reached 100.4 million, which increased by
66.8% compared to that in 2015. Furthermore, the total number of bank cards in circulation
reached 112.5 million, an increase of 58.5% compared to 2015. The question of interest is whether
the continuous efforts in promoting FI contribute to poverty reduction in Vietnam? Therefore, it is
necessary to examine the impact of FI on multidimensional poverty in Vietnam.

Prior studies have documented the importance of FI to the reduction of income-based poverty
(Beck et al., 2007; Burgess & Pande, 2005; Sethi & Acharya, 2018; Tran & Le, 2021). However,
income is not a comprehensive measure of poverty, because it does not reflect the lack of various
basic human needs, especially those that cannot be bought with money. In some cases, a person
may not be poor in terms of income, but has difficulties accessing basic health, education, and
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information services. Therefore, it is necessary to consider the impact of FI on various poverty
dimensions.

To fill this gap, some recent studies have addressed the importance of FI to multidimensional
poverty reduction, such as Yang and Fu (2019), Churchill and Marisetty (2020), and Alvarez-
Gamboa et al. (2021). However, they are still quite few, and there are still certain limitations to
these studies. Specifically, Yang and Fu (2019) examine the role of FI on multidimensional
poverty in rural China only in terms of access to FI. Churchill and Marisetty (2020) investigate
the role of FI in India on three dimensions of FI only, including access to banking services,
access to loans and access to insurance. This study also considers only three aspects of multi-
dimensional poverty, which are health, education, and living standards. Other aspects of multi-
dimensional poverty such as access to information, clean water, and sanitation have not been
taken into account. Alvarez-Gamboa et al. (2021) examine the influence of FI from a macro
perspective based on the level of access and usage of financial products on Ecuador’s multi-
dimensional poverty reduction. Thus, there is still little evidence on the impact of FI in terms of
the use of financial products and services on multidimensional poverty reduction at the house-
hold level. Our study adds to the current literature by investigating the role of FI using house-
hold-level data on multidimensional poverty. We also provide evidence of the impact of
households’ participation in financial markets on poverty reduction.

Our study contributes to the current literature in several aspects. Firstly, this study provides
further evidence of the role of FI in reducing multidimensional poverty in a developing country.
Secondly, this study examines the role of FI in reducing multidimensional poverty in terms of
household use of financial products and services. Furthermore, this study also adds evidence of the
role of FI in terms of household participation in financial markets in multidimensional poverty
reduction, particularly households with investments in stocks or bonds.

We structure our paper as follows: Section 2 covers the literature, Section 3 discusses the meth-
odologies and data, Section 4 shows the results and discussions, and Section 5 concludes the paper.

2. Literature review

FI is an issue of interest around the world because of its economic and social benefits to the poor
in particular and to the sustainable economic development of countries in general. FI receives
a great deal of attention from the public and researchers in the early 2000s, stemming from
a study showing that poverty is related to financial exclusion (Babajide et al., 2015). FI refers to the
provision of financial services at a reasonable cost to individuals, especially the disadvantaged and
low-income people (Evans & Alenoghena, 2017; Mohseni-Cheraghlou, 2015). These services include
access to an account at a financial institution, mobile payments, savings, credit and insurance
products (Allen et al., 2016; Demirgli¢-Kunt & Klapper, 2012; Mohseni-Cheraghlou, 2015). An FI
system maximizes the use and access to financial services, while minimizing involuntary financial
exclusion (Camara & Tuesta, 2014). Without the appropriate provision of financial services, indivi-
duals may turn to high-cost informal financial sources. Thus, promoting FI plays an important role
in alleviating poverty and reducing income inequality in a country.

Studies on the impact of FI on poverty reduction are approached from both macro level (nations
or regions) and micro level (households). From a macro level perspective, Chithra and Selvam
(2013) argue that FI is necessary for poverty alleviation because it gives people access to funds for
setting up businesses, investing in production and business activities, thereby increasing their
income levels. Park and Mercado (2018) also suggest that FI reduces poverty, because when
more people have access to financial services, they can participate in business activities. Khan
et al. (2022) examine the impact of FI on poverty, income inequality and financial stability using
unbalanced data of 54 African countries in the period from 2001 to 2019. The results show that FI
reduces poverty, income inequality and improves financial stability.
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Sethi and Acharya (2018) examine the effects of FI on the standard of living of people across 31
countries. The results show that providing affordable financial services improves the income of the
poor. For low-income groups, the provision of low-cost credit stimulates people to take out loans
and organize their own production activities, thus increasing production and the number of jobs.
The impact of FI on the agricultural sector is obvious. FI helps farmers to apply new technology to
increase productivity and outputs, leading to general economic growth. Kelkar (2010) shows that
improving access to finance significantly reduces the indebtedness of farmers. Inoue (2011)
indicates that the lack of access to formal financial services including loans, savings, insurance,
and payments causes individuals to rely on informal sources of finance, which leads to potentially
high cost burdens for those with low incomes. Tran and Le (2021) examine the impact of FI on
poverty measured by income in 28 European countries. The results show that FI has a negative
impact on all three poverty lines of 1.9, 3.2 and 5 USD per day.

FI provides an opportunity for everyone to get access to formal banking services with certain
benefits such as confidentiality and better control on spending and cash management. These
benefits motivate people to put their savings into the financial system instead of using unofficial
saving methods, such as keeping money at home, or storing gold, silver, and jewelry (Demirgiic-
Kunt & Singer, 2017). These savings generate sources of funds for the financial market. The
financial market will ensure the efficient allocation of these funds to long-term investment
projects. In this way, financial markets reduce liquidity risk—the risk caused by a lack of capital
flowing into the market and encourage more investment (Sethi & Acharya, 2018).

From a micro level perspective, Koomson et al. (2020) examine the impact of FI on poverty and
poverty vulnerability of Ghanaian households with a dataset from the Living Standards Survey of
Ghana in 2016 and 2017. The results show that increased FI has two effects on household poverty.
First, it is associated with a 27% reduction in a household’s likelihood of poverty; second, it
prevents a household from experiencing future poverty by 28%. Women-headed households
have a greater opportunity to reduce poverty through improved FI than male-headed households.
Moreover, FI reduces poverty and vulnerability more in rural areas than in urban areas. Dogan et al.
(2022) employ logistic regression using data from Turkish Household Budget and Consumption
Expenditure Survey to analyze the impact of FI on three income-based poverty measures. The
results show that an increase in FI leads to a decrease in poverty. Therefore, policies should be
implemented to improve FI of households.

Thus, there have been a number of studies exploring the impact of FI on poverty in terms of
income. However, the income measure has not yet reflected the lack of various essential needs in
life, especially those that cannot be bought with money and those that cannot be replaced.

The question of interest is whether FI reduces poverty when the poor are in multidimensional
poverty? To answer this question, Yang and Fu (2019) build an evolutionary game model to
examine the equilibrium strategies of financial institutions and the low-income people in poverty
reduction in China. Due to a high poverty rate and severe financial exclusion in China’s rural areas,
the authors examine the poverty reduction effect of FI on the poor with different labor capacity in
21 rural Chinese provinces from 2010 to 2016 based on China Family Panel’s survey. In this study,
the multidimensional poverty index of the working-age population in rural areas is calculated
according to the “dual cutoff method” of Alkire and Foster with five dimensions: income, health,
education, insurance and employment. The authors also use control variables representing indivi-
dual characteristics such as gender, age, household registration, marital status and household
characteristics such as household size, rate of family burden ... The results show that there is
a difference in the poverty reduction effect of FI among the poor with different working capacities.
If financial institutions provide loans to the working-age population, they can achieve both the
objectives of sustainable development and poverty alleviation. And FI development in terms of
utility and usability can significantly decrease multidimensional poverty. The authors also show
that the influence and the marginal impact of gender on poverty of the rural population are
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significantly negative, reflected in the fact that men are less likely to be multidimensionally poor
than women, other things being equal. The coefficient and marginal impact of marital status are
positive, indicating that people who are unmarried, cohabiting, divorced, and widowed are more
likely to fall into poverty than the married population. The coefficient and marginal impact of
household registration are positive, indicating that it is more likely for rural residents to fall into
poverty than those without rural household registration. The coefficient and marginal effect of
household size and the correlation between family burden and multidimensional poverty are
negative, implying that rural populations with lower family burdens are more likely to escape
poverty, and rural populations with higher family burdens are more likely to be multidimensionally
poor.

Alvarez-Gamboa et al. (2021) examine the effect of FI on multidimensional poverty in Ecuador’s
provinces in the period from 2015 to 2018. To assess the effect of FI on multidimensional poverty,
the authors use principal component analysis (CPA) recommended by Camara and Tuesta (2014)
to develop the FI index based on two dimensions: access and usage. Access is reflected by two
indicators: the first is the geographical accessibility of financial institutions (headquarters,
branches, agents, ATMs), non-banking correspondents (NBC), points of sale (POS) per 1,000 square
kilometers; The second is demographic access, which measures service points per 10,000 adults.
Usage is measured by how frequently and intensively the users use financial services. In the study,
the multidimensional poverty rate is built based on people’s living conditions through 12 indica-
tors: (1) No elementary and high school attendance, (2) Lack of access to higher education for
economic reasons, (3) Failure to complete an educational program, (4) Employment for children
and young people, (5) Unemployment or underemployment, (6) No allocation of the pension
system. (7) Extreme income poverty, (8) Lack of public water network service, (9) Overcrowding,
(10) Lack of housing, (11) No drainage and (12) Lack of garbage collection service. The poverty
index is the proportion of people deprived in at least one third of the weighted indicators
(k 2 33.3%), where k is the poverty line representing the level of deprivation from the simultaneous
assessment of the above indicators. The control variables are the population working in the main
sectors and the proportion of the population aged 15-49 years who do not know how to use
information devices (satisfying three characteristics simultaneously: (1) no use of mobile phones,
(2) no use of computers in the last 12 months, (3) no use of the Internet in the last 12 months). In
addition, the spatial variables used in this study include population density and the distance from
each province to the center of the economic area that the province is integrated into. Moreover,
using SARAR-type spatial panel data models, the space is used as an explanatory variable to
determine the existence of inter-provincial spatial effects. The results show a strong negative
relation between FI and multidimensional poverty. Individual estimates for FI indicators show that
the existence of financial institutions, as measured by the financial access index, is a driver of
poverty reduction. On the opposite side, the authors argue that the use of financial services is not
significantly important because it is related to the low financial literacy of the people of Ecuador,
where 9 out of 10 people never studied finance. However, its negative effect on poverty reduction
is clear. Overall, FI is a useful tool for economic development and multidimensional poverty
reduction in Ecuador.

Churchill and Marisetty (2020) use survey data of 45,000 Indian households to examine the
impact of FI on multidimensional poverty. In their study, FI is measured on three dimensions:
access to banking services, access to loans/credit and access to insurance. Multidimensional
poverty is measured using three proxies: household deprivation score based on the multidimen-
sional poverty index (MPI) approach (Alkire & Santos, 2010), household poverty probability (PPI
index) and a binary variable reflecting households below (and above) the multidimensional
poverty line. In particular, the MPI is calculated based on three household characteristics
including health, education, and standard of living, and applying equal weights of 1/3 for each
dimension. Some control variables are used in the model such as age, sex, marital status, family
size, education, property ownership, employment, religion, living area and the number of chil-
dren in the household. The results show that FI contributes to multidimensional poverty
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reduction. Each aspect of FI also helps reduce multidimensional poverty, in which access to
insurance has the strongest impact, followed by access to banking services and, finally, access to
credit. Since households with access to credit also have access to banking services, there may be
a high correlation between these two dimensions. Therefore, the authors add a further test that
removes access to banking services and includes only access to credit and insurance in the FI
index. The results continue to show the important role of insurance in reducing multidimensional
poverty. This finding can be explained by the fact that poor households are often financially
excluded and thus do not have strategies to deal with income shocks (Zhang & Posso, 2017), and
this worsens the poverty problem. However, with FI, especially access to insurance, their resi-
lience to such income shocks will increase that provides an opportunity for them to escape
poverty. In addition to insurance, the impact of bank account access suggests that increasing
access to various bank accounts empowers poor households and encourages them to invest in
human capital, which in turn helps reduce poverty (Ashraf et al,, 2010). Similarly, the effect of
credit can be explained by the literature regarding access to credit to increase income, health,
consumption and earning opportunities, which then leads to poverty reduction (Babagjide et al,,
2015). Based on the above findings, Churchill and Marisetty (2020) suggest that promoting FI is
a possible solution to reduce multidimensional poverty in India. Policymakers should consider
the promotion of FI as a means of eradicating hunger, reducing poverty and improving social
welfare.

To assess the impact of credit on multidimensional poverty of poor farmers in Indonesia,
Nuryitmawan (2021) uses propensity score matching method with a dataset collected from the
Family Living Standards Survey in Indonesia in 2007 and 2014. The results show that credit
programs for poor farmers initiated by credit institutions have helped farmers out of poverty
significantly. Besides, the study also adds some control variables such as education, household
property ownership and agricultural land ownership. The results show that education provides
three times greater opportunity to help poor farmers escape poverty. Meanwhile, household
property ownership helps them escape poverty 1.4 times faster. This means that in order to
eliminate hunger and reduce multidimensional poverty among farming households, besides pro-
viding credit, more attention must be paid to education and asset sufficiency of the households.

Besides FI, a number of studies have shown the influence of other control variables on multi-
dimensional poverty. Betti et al. (2002) examine the factors influencing multidimensional poverty
based on UK Household Survey data from 1991 to 1997. In the study, the dependent variable is the
logit of the multidimensional poverty index of household i at time t, which is measured by the
weighted sum of the relative deprivation of each poverty indicator. The explanatory variables in the
model include those representing household characteristics such as gender, age, occupation,
education, marital status of the household head, geographic region, and household size. The
parameters are estimated using Marginal Maximum Likelihood. The results show that except for
unemployment, the remaining variables all affect the multidimensional poverty index. Ningaye
et al. (2011) explore multidimensional, unidimensional poverty status and the determinants of
multidimensional poverty in Cameroon using logistic regression with the ECAM II survey dataset of
the Cameroon Statistical Institute in 2001. In the study, the dependent variable is a binary variable
representing multidimensional poverty. The results show that the living area significantly affects
multidimensionally poverty, but household size and gender of the household head do not. Tran
et al. (2015) examine the determinants of income poverty and multidimensional poverty based on
the VHLSS datasets in 2007, 2008 and 2010. The findings show that household size and multi-
dimensional poverty have a convex function; the multidimensional poverty rate decreases signifi-
cantly when the education level of the household head increases. The study also shows that there
is a difference in multidimensional poverty levels among different ethnic groups. Alkire et al. (2015)
investigate the influence of household heads’ education and gender, the household size, and
religion on multidimensional poverty using a binary logistics model. In this study, multidimensional
poverty is a binary variable, taking the value of 1 if a household is multidimensionally poor (ci>
k =33.3%;) and 0 if otherwise. They document that except for religion, the remaining variables are
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statistically significant at the 5% level. Le and Nguyen (2018) investigate the determinants of
multidimensional poverty in Vietnam using the binary regression method with the 2014 VHLSS
data. The results show that ethnicity and demographic factors such as the number of years of
schooling, qualifications, the age and the area of residence of the household head have an
influence on multidimensional poverty.

Alimi and Okunade (2020) assess the role of FI and information and communication technolo-
gies (ICT) in poverty reduction in 27 Sub-Saharan African (SSA) countries between 2004 and 2017.
The results indicate that FI and ICT dissemination are crucial in reducing poverty in SSA countries.
Therefore, to reduce poverty in the SSA region, governments should strengthen financial inclusion
strategies in conjunction with the latest ICT infrastructure development, including the use of the
Internet. Ajisafe et al. (2018) examine the impact of monetary policy and financial inclusion on
poverty in Nigeria between 1986 and 2015. The results show that FI and monetary policy have an
impact on poverty levels depending on how FI or monetary policy is measured. The results also
show that only FI supported by loans and advances to small and medium enterprises by bank
deposits has the desired effect on poverty levels, while the increase in deposits in rural bank
branches impoverishes the poor in rural areas.

Based on the analysis and discussions from Sarma (2008), Chithra and Selvam (2013), Sethi and
Acharya (2018), Park and Mercado (2018), Churchill and Marisetty (2020), Koomson et al. (2020),
Alimi and Okunade (2020), and Nuryitmawan (2021), we construct Diagram 1 presenting the
framework of the role of FI in poverty reduction.

Financial inclusion

Access to credit at an affordable Access to savings and other financial
cost services

Increase cash flows in financial

Organize production activities
markets

Allocate cash flows to production

Increase production and the efficiently

number of jobs

Increase living standards, better
Increase income access to health services, education,
housing, and information

Reduce poverty Reduce multidimensional poverty

The role of FI in poverty reduction.
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From a review of the literature, it can be seen that there is a link between FI and poverty reduction. However,
the impact of FI on multidimensional poverty has not been investigated extensively. Furthermore, there are
certain limitations in the prior studies in terms of the level of data and the measurement of FI and poverty.
Some recent studies on the effects of FI on multidimensional poverty such as Yang and Fu (2019) and Alvarez-
Gamboa et al. (2021) only examine the impact of FI on multidimensional poverty reduction from a macro
perspective. Churchill and Marisetty (2020) investigate the role of FI using household-level data. However, this
study only considers three aspects of multidimensional poverty, which are health, education, and living
standards. Other aspects of multidimensional poverty have not been taken into account. Thus, there is
relatively little evidence of the impact of FI on multidimensional poverty in terms of the use of financial
products and services at the household micro-level.

In this study, we expect to find more evidence of the effect of FI and other factors on multidimensional
poverty using household data. Based on the results from the prior studies, we expect that FI reduces
multidimensional poverty. Thus, our hypothesis is stated as follows:

H1: There is a negative relation between financial inclusion and multidimensional poverty in Vietnam
3. Research methods and data sample

3.1. Data source

We use the data collected from the VHLSS conducted by the General Statistics Office of Vietnam in
2016 and 2018. Vietnam started to acknowledge and collect information on multidimensional
poverty in 2016, and the VHLSS is a rotating panel data. Households selected in the VHLSS survey
sample for the period 2010-2018 were designed from the 2009-2010 Vietnam Population and
Housing Census, while the survey sample in the VHLSS 2020 was designed from the 2019 Vietnam
Population and Housing Census, so we could only create panels from VHLSS 2016 and 2018. The
survey sample includes 9,399 households in 2016, and 9,396 households in 2018, of which 4,200
households were surveyed in 2016. After excluding observations with missing values for any
relevant variables, our final sample consists of 2,760 households.

3.2. Variable measurement

To assess the impact of FI on multidimensional poverty, we propose a research model with the
dependent variable being multidimensional poor households (MPH). The independent variables
reflecting FI include five variables, representing three aspects of FI: 1) Financial services (house-
holds with a bank account (BAC), households with bank savings (SAV), and households using an
ATM card (ATM)); 2) Credit (Households using a credit card (CRE)); 3) Participating in financial
markets (Households with assets such as stocks or bonds (STOCK)).

The control variables used in the model include seven variables reflecting the characteristics of the
household or household head: the household area of residence (ARE), household size (HSIZE), access to
production and business information (INF), gender of the household head (SEX), age of the household
head (AGE), marital status of the household head (MAR) and education of the household head (HEDU).
The instrumental variable used in the model is the variable representing whether a household has a plot
of land or a house other than its current residence (EST).

3.2.1. Measurement of multidimensional poor households (MPH)

According to Decision No. 59/2015/QD-TTg of the Prime Minister of Vietnam (Vietnam Prime
Minister, 2015), the multidimensional poverty index in Vietnam in the period from 2016 to 2020
is calculated according to the Alkire-Foster method, which includes five dimensions: education,
medical services, housing, clean water and sanitation, and access to information. Each dimension
consists of two indicators. The deprivation threshold of each component indicator (first cutoff
point) is presented in Table 1.
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Table 1. Multidimensional poverty measurement

Dimensions Indicators Deprived if

Education Adults’ education The household has at least one
member aged 15 years or older
who has not graduated from the
lower secondary school and is not
currently attending school

Children’s schooling The household is with at least one
member aged 5 to under 15 years
who is not currently attending
school

Medical services Access to medical services The household has a member
being sick but does not receive
medical care (sickness is defined as
a serious illness/injury requiring
bed rest and someone to take care
off or being absent from work/
school, or being unable to
participate in normal activities)

Health insurance The household has at least one
member aged 6 years or older who
does not currently have health
insurance

Housing Quality of housing The household lives in a house or
apartment that is not permanent
and is inconvenient

Housing area per capita The average housing area per
capita of the household is less than
8 m?
Clean water and sanitation Domestic water source The household does not have
access to hygienic water sources
Type of latrine The household does not use
hygienic latrines
Access to information Using telecommunications services | The household has no member
using telephone and internet
subscriptions
Properties for accessing The household has none of the
information following assets: television, radio,

computer; and no access to the
commune/village loudspeaker
system

Each dimension has equal weight, and the indicators in each dimension also have equal weight. So each
indicator has a weight of 1/10. The deprivation threshold for basic social services or the threshold of
multidimensional deprivation (second cut-off point) in Vietnam for the period 2016-2020 is set at 3. Any
household depriving at least three out of ten indicators is considered as lacking access to basic social
services or multidimensionally poor.

In addition, according to Decision No. 59/2015/QD-TTg of the Prime Minister of Vietnam (Vietnam Prime
Minister, 2015), multidimensional poor households are determined as follows: (1) In the urban areq,
a poor household is one meeting one of the following two criteria: having average income per capita per
month of VND900,000 or less; or having average income per capita per month from VND900,000 to
VND1,300,000 and depriving at least three indicators measuring the lack of access to social services. (2)
In the rural area, a poor household is one meeting one of the following two criteria: having average
income per capita per month of VND700,000 or less; or having average income per capita per month
from VND700,000 to VND1,000,000 and depriving at least three indicators measuring the lack of access
to social services.
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3.2.2. Measurement of financial inclusion

BAC and SAV reflect whether a household has a bank account or savings in the past 12 months;
ATM and CRE reflect whether a household has used ATM or credit card services in the past
12 months. STOCK reflects whether a household has invested in stocks or bonds in the past
12 months. The expected sign of BAC, SAV, ATM, CRE and STOCK is negative, meaning that FI
reduces a household’s probability of falling into multidimensional poverty.

EST reflects whether a household has a plot of land or other housing in addition to the current residence.
ARE indicates a household’s area of residence, which is determined according to the List of adminis-
trative units of Vietnam in 2015. Accordingly, households living in wards/towns are classified as urban
areas; Households living in communes are classified as rural areas. HSIZE is the number of members of
a household. INF shows whether a household received production and business information from the
commune radio system in the past 30 days. SEX represents the gender of the household head. AGE is the
age of the household head. MAR reflects the marital status of the household head, which is determined
as whether the household head has a spouse who is recognized by law or custom, or living with another
person of the opposite sex as husband and wife; or whether the household head is unmarried, widowed,
divorced or separated. The education level of the household head (HEDU) represents the highest degree
achieved by the household head, classified into the following groups: no degree, primary school,
secondary school, undergraduate degree or postgraduate degree.

We show the measurements of the variables in Table 2.

3.3. Research model

Since multidimensional poverty (MPH) is a binary variable, we use a binary logistic regression model
to assess the impact of FI on multidimensional poverty. Logistic models are developed to estimate
event probability based on univariate or multivariate regressions (Walker & Duncan, 1967). The
logistic model is estimated using the Maximum Likelihood Estimation method. The binary logistic
regression model has been used by many researchers to study the effects of FI on poverty reduction,
typically those of Asante (2018), Churchill and Marisetty (2020), and Chhorn (2021). Besides, accord-
ing to Dartanto and Nurkholis (2013), the logistic model is very useful in assessing the influence of
households’ demographic characteristics on the poverty status of the households. This method is
also used by Betti et al. (2002), Ningaye et al. (2011), and Tran et al. (2015) to examine the effect of
households’ demographic characteristics on multidimensional poverty.

FI variables are likely to be endogenous in the model of the impact of FI on poverty reduction. A number
of studies have documented that FI plays an important role in poverty reduction (Burgess & Pande, 2005;
Beck et al., 2007a; Sethi & Acharya, 2018; Tran & Le, 2021; Churchill & Marisetty, 2020; Nuryitmawan,
2021; Alvarez-Gamboa et al., 2021). On the other hand, several previous studies have shown poverty
leads to financial exclusion (Babajide et al., 2015; Yang & Fu, 2019; Zhang & Posso, 2017). Therefore, to
control the endogeneity problem, we use a regression model with an instrumental variable. This method
is also employed by some researchers in investigating the impact of FI on poverty reduction in other
countries (Chhorn, 2021; Geda et al., 2008; Koomson et al., 2020). In this study, we use real estate, which
is households with a plot of land or a house other than their current residence, as an instrumental
variable. Real estate is considered a reliable collateral, so it is an important factor in the credit decision-
making of a credit institution. Zhu and De’Armond (2005) also document that real estate and housing of
households have an influence on the household’s ability to access credit. We also find a low correlation
(6.4%) between real estate and multidimensional poverty in our study. Therefore, real estate can satisfy
the requirement of an instrumental variable.

The dependent variable (MPH) and FI variables are binary, so we use the multivariate probit (Mvprobit)
model proposed by Cappellari and Jenkins (2003) to deal with the endogenous problem. In addition,
a number of previous studies (Kim & DeVaney, 2001; Sanya & Olumide, 2017; Zhu & De’Armond, 2005)
point out that some determinants of poverty and FI such as age, marital status, education, gender,
income of the household head, household size, interest rates and loan terms, subsidies and household’s
real estate may be related. So there could be multicollinearity between FI and the control variables in our
model. Therefore, we use the Mvprobit model with robust standard error to overcome this issue.
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Table 2. Measurements of the variables

Aspect Variable Symbol Measurement
Multidimensional poverty | Multidimensionally poor | MPH = 1 if the household is
households a multidimensionally
poor household
= 0 if otherwise
Financial inclusion (FI) Household with a bank BAC =1 if the household owns
account (a) bank account(s)
= 0 if otherwise
Household with bank SAV = 1 if the household has
savings bank savings
= 0 if otherwise
Household that use an ATM = 1 if the household uses
ATM card (an) ATM card(s)
= 0 if otherwise
Household that uses CRE = 1 if the household uses
a credit card (a) credit card(s)
= 0 if otherwise
Household investing in STOCK =1 if the household has
stocks or bonds invested in stocks or
bonds
= 0 if otherwise
Area Residential area of the ARE =1 if a household lives in
household urban area
= 0 if otherwise
Household size Household size HSIZE Number of people in the
household
Communication Access to information on | INF = 1 if the household has
production and business received production and
(INF) business information
from the commune radio
system
= 0 if otherwise
Gender Gender of household SEX =1 if the household head
head is female
= 0 if the household head
is male
Age The age of the household | AGE The age of the household
head head
Marital status The marital status of the | MAR =1 if the household head
household head has a spouse
= 0 if otherwise
Education The education of the HEDU =0 No degree
household head =1 Primary school
= 2 Secondary school
= 3 Undergraduate
degree
= 4 Postgraduate degree
Real estate The household having EST =1 if the household has

a plot of land or other
housing other than the
current residence.

a plot of land or other
housing in addition to the
current residence

= 0 if otherwise

Based on the theories about the role of FI and other control factors on multidimensional poverty
identified in prior studies such as Betti et al. (2002), Ningaye et al. (2011), Tran et al. (2015), Churchill
and Marisetty (2020), and Alvarez-Gamboa et al. (2021), and to overcome the endogeneity problem in
the research model, we propose a regression model with the instrumental variable in two stages as

follows:
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FI;; = ag + a1EST;t + a2 AREj + asHSIZE; + ayINF + asSEXji+agAGEj+a;MAR;+agHEDU
+ Uit (1)

Model (1) shows the relationship of real estate (EST) and other variables to FI (FI). Model (2) shows the
effect of FI (FI) and other control variables on multidimensional poverty (MPH).

Pr(MPH;t = 1|Xit) = Bg + B1FIit + B,ARE; + B3HSIZE; + B,INFit + BsSEXi: + BcAGEj: + B;MAR;;
+ BgHEDUj; + &jt (2)

where MPH is multidimensional poverty, MPH is 1 if the household is multidimensionally poor, and 0 if
otherwise. We propose five variables representing FI (FI) in three aspects: 1) Financial services (BAC is
households with a bank account, SAV is households with bank savings; ATM is households using an ATM
card); 2) Credit (CRE is households using a credit card; 3) Participating in the financial market (STOCK is
households investing in stocks or bonds). The EST is real estate as the instrumental variable. The control
variables in the model include seven variables reflecting the characteristics of the household or house-
hold head: the household’s area of residence (ARE), household size (HSIZE), household’s access to
information on production and business (INF), the gender of the household head (SEX), the age of the
household head (AGE), the marital status of the household head (MAR), education of the household head
(HEDU); u;x and &;; are random error; i is the surveyed household, t is the year.

4. Results and discussions

4.1. Descriptive statistics of the sample
Descriptive statistics of the variables for the whole sample and for multidimensionally poor and
non-poor households are presented in Table 3.

Table 3 shows that, out of a total of 2,760 households with full survey data in 2016 and 2018, the
percentage of households accessing financial products and services is still low. The highest rate is the
percentage of households using ATM cards, accounting for 39.9%, in which the percentage of the non-
poor group is 41.7%, and the poor group is 3.7%; Next is the percentage of households with bank
accounts, accounting for 28.2%, in which the percentage of the multidimensional poor group is only
2.2%. The percentage of households with bank savings is 13.9%, in which the multidimensional poor
group does not have any deposits at banks. The lowest percentage is that of households investing in
stocks and bonds, accounting for 0.4%, in which no multidimensionally poor household invested in
stocks. The second lowest is the proportion of households using credit cards, accounting for only 2.5%,
in which the multidimensionally poor group does not use any credit card.

The percentage of households living in rural areas is much higher than in urban areas. The rate of
multidimensionally poor households living in rural areas is twice as high as that of non-poor households.
The percentage of households receiving production and business information from the commune/village
radio system is 56.1%, in which the percentage in the non-poor group is 56.8% and the poor group is
41.5%. The percentage of female household heads is quite low and there is no significant difference in
the two groups (23.2% in the non-poor group and 23.7% in the poor group). The average age of the
household head in the non-poor group is higher than that of the poor group, 50.6 and 45.5 years,
respectively. Most of the surveyed household heads are currently married, with 84.1% of the household
heads in the non-poor group and 78.5% in the poor group.

The percentage of household heads with a high school diploma is the highest in the entire sample,
accounting for 51.2% of the total sample. The percentage in the non-poor group is 52.3%, while that
in the poor group is only 30.4%. The education level of household heads in the poor group is low.
Specifically, 25.9% of household heads in the poor group are without a degree, which is twice as high
as that of the non-poor group. The most common education level of household heads in the poor
group is primary school, accounting for 43.7%. None of the household heads in that group graduated
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Table 3. Descriptive statistics of the variables

Total sample

Multidimensionally
non-poor households

Multidimensionally
poor households

Number of households 2760 2625 135
BAC
1: Household has (a) 779 (28.2%) 776 (29.6%) 3 (2.2%)

bank account(s)

0: Otherwise

1981 (71.8%)

1849 (70.4%)

132 (97.8%)

SAV

1: Household has bank
savings

384 (13.9%)

384 (14.6%)

0 (0%)

0: Otherwise

2376 (86.1%)

2241 (85.4%)

135 (100%)

ATM

1: Household uses (an)
ATM card(s)

1100 (39.9%)

1095 (41.7%)

5 (3.7%)

0: Otherwise

1660 (60.1%)

1530 (58.3%)

130 (96.3%)

CRE

1: Household uses (a)
credit card(s)

70 (2.5%)

70 (2.7%)

0 (0%)

0: Otherwise

2690 (97.5%)

2555 (97.3%)

135 (100%)

STOCK

1: Household has
invested in stocks or
bonds

11 (0.4%)

11 (0.4%)

0 (0%)

0: Otherwise

2749 (99.6%)

2614 (99.6%)

135 (100%)

AREA

1: Urban area

788 (28.6%)

771 (29.4%)

17 (12.6%)

0: Rural area 1972 (71.4%) 1854 (70.6%) 118 (87.4%)
HSIZE

Mean (SD) 4.02 (1.43) 4.01 (1.42) 4.33 (1.64)
Median [Min, Max] 4.00 [1.00, 10.0] 4.00 [1.00, 10.0] 4.00 [1.00, 9.00]
INF

1: Household has
received production and
business information

from the commune radio

1548 (56.1%)

1492 (56.8%)

56 (41.5%)

system

0: Otherwise 1212 (43.9%) 1133 (43.2%) 79 (58.5%)
SEX

1: Male 2118 (76.7%) 2015 (76.8%) 103 (76.3%)
0: Female 642 (23.3%) 610 (23.2%) 32 (23.7%)
AGE

Mean (SD) 50.4 (11.7) 50.6 (11.5) 45.5 (14.3)
Median [Min, Max] 50.0 [17.0, 98.0] 50.0 [17.0, 98.0] 42.0 [24.0, 95.0]
MAR

1: Household head has
a wife or husband

2313 (83.8%)

2207 (84.1%)

106 (78.5%)

0: Otherwise 447 (16.2%) 418 (15.9%) 29 (21.5%)
HEDU
0: No degree 382 (13.8%) 347 (13.2%) 35 (25.9%)

(Continued)
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Table3. (Continued)

Multidimensionally Multidimensionally
Total sample non-poor households poor households
1: Primary 747 (27.1%) 688 (26.2%) 59 (43.7%)
2: Secondary school 1413 (51.2%) 1372 (52.3%) 41 (30.4%)
3: Undergraduate degree 39 (1.4%) 39 (1.5%) 0 (0%)
4: Postgraduate degree 179 (6.5%) 179 (6.8%) 0 (0%)
EST
1: Household has a plot 61 (2.2%) 61 (2.3%) 0 (0%)
of land or other housing
in addition to the current
residence
0: Otherwise 2699 (97.8%) 2564 (97.7%) 135 (100%)

from college or university. Thus, the education level of the household heads in the multidimension-
ally poor group is much lower than in the non-poor groups. The percentage of households with land
or other houses is quite low, accounting for only 9.9%, in which the percentage in the poor group is
1.5%.

4.2. Estimation results

We first perform the Rho test to check whether the models have endogenous problems. Table 4
shows that all five models corresponding to five FI variables (BAC, SAV, ATM, CRE, STOCK) have
p-values of less than 0.05. As such, there are endogenous problems in these models. Therefore, we
use a regression model with an instrumental variable to estimate the impact of FI (BAC, SAV, ATM,
CRE, STOCK) on multidimensional poverty (MPH).

Next, we perform the Rho21 test to check the appropriateness of the research model. The results of
Rho21 test reported in Table 4 show that all five models have p-values of more than 0.05, indicating no
endogenous problem in the Mvprobit models to estimate the influence of FI (BAC, SAV, ATM, CRE, STOCK)
on MPH, and the selected instrumental variable is appropriate.

The results reported in Table 4 show that the coefficients for BAC, SAV, ATM, CRE and STOCK are negative,
implying that FI has a positive impact on multidimensional poverty reduction. Having bank accounts,
savings, using ATM cards, credit cards, or investing in stocks or bonds reduce the possibility of households
falling into multidimensional poverty.

Table 4 also shows that households living in urban areas are less likely to fall into multidimensional poverty
than those in rural areas; households with access to production and business information are less likely to
fall into multidimensional poverty than those without access. Household size has a positive impact on
multidimensional poverty. As the number of members in the household increases, the possibility of falling
into multidimensional poverty also increases. As the age of the household head increases, the likelihood of
the household falling into multidimensional poverty decreases; households with a spouse are less likely to
fall into multidimensional poverty than other groups. The higher the education level of the household head,
the lower the probability of falling into multidimensional poverty. On the other hand, there is no difference
in the likelihood of falling into multidimensional poverty between men and women.

4.3. Discussions

The results of the study show that FI has contributed to reducing multidimensional poverty in
Vietnam. In particular, usage of financial products and services reduces the probability of house-
holds falling into multidimensional poverty. These findings are consistent with our expectations
and results from prior studies such as Demirgili¢-Kunt and Singer (2017), Churchill and Marisetty
(2020), Koomson et al. (2020), Tran and Le (2021), and Alvarez-Gamboa et al. (2021). Access to
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and usage of bank accounts increases savings for farmers, leading to greater agricultural output
and household spending (Demirglic-Kunt & Singer, 2017), which is especially important for
people living in the poorest households in rural areas. Greater access to formal financial services
such as bank accounts and savings offers certain benefits such as security, spending control, and
better cash management. Access to funds helps the poor in rural areas to apply new technology
and processes to increase productivity in agricultural activities, thus increasing their income. The
lack of access to formal financial services such as loans and savings causes individuals to use
informal sources of funds, which then leads to cost burdens for them (Inoue, 2011). By providing
access to financial services, FI increases the income of low-income groups and promotes poor
households financial autonomy (Sarma & Pais, 2011; Sethi & Acharya, 2018). The provision of
low-cost credit encourages the poor to take out loans and organize their own business activities,
thus increasing the number of jobs and their income. The results also indicate that the efforts of
the Government of Vietnam in promoting FI have contributed to reducing multidimensional
poverty.

In addition, our study provides interesting evidence of the role of financial markets in multidimensional
poverty reduction in Vietnam. Particularly, participating in financial markets, such as investing in stocks
and bonds, reduces the probability of households falling into multidimensional poverty. The result implies
that the ability to participate in financial markets creates an opportunity for poor households to invest
their money in more lucrative assets than traditional savings products.

In recent years, Vietnam has made remarkable achievements in promoting FI and reducing poverty.
FI is considered as an important poverty reduction measure in Vietham. The Government of
Vietnam has promulgated a number of policies to promote FI. As a result, access to financial
services in Vietnam has achieved positive results. Vietnam’s credit institution system is increasingly
developed with an extensive network. More favorable access to FI has contributed to an increase in
households’ use of financial products and services. According to VHLSS in 2016, 2018, and 2020,
the percentage of households using ATM cards is the highest among the use of financial services
(31.45%, 36.71%, 45.81% in 2016, 2018, 2020, respectively) and is increasing at the highest rate
(increased by 14.36% from 2016 to 2020). Next is the percentage of households with bank
accounts, reaching 35.48% in 2020, increased by 14.21% compared to 2016. The percentage of
households with savings at banks tends to increase, but the rate of increasing is still low, reaching
14.35% in 2020, up 2.88% compared to 2016. The percentage of households using credit cards is
quite low and has not changed much over the past four years (2.49%, 3.04%, 3.8% in 2016, 2018,
and 2020, respectively). Most of the households in the sample do not have assets such as stocks or
securities. The percentage of households with investments in stocks and securities accounts for
only 0.32% in 2020, remaining almost the same compared to 2016. Meanwhile, Table 4 shows that
using credit cards and having assets in stocks and securities reduces the probability of households
falling into multidimensional poverty better than having bank accounts and ATM cards. In addition,
Table 3 also shows that most households in the multidimensional poverty group have very low
percentages of using financial products and services. Thus, in order to further reduce multidimen-
sional poverty, the Government of Vietnam needs to continue to make more efforts to increase the
percentage of households using financial products and services, especially credit cards and parti-
cipation in financial markets.

Regarding control variables, the living area (ARE), household size (HSIZE), age (AGE), marital status
(MAR) and education of the household head (HEDU) have an impact on multidimensional poverty.
On the contrary, the gender of the household head does not affect multidimensional poverty. These
results are in line with findings from prior studies such as Betti et al. (2002), Tran et al. (2015), and
Le and Nguyen (2018). Households living in urban areas and have smaller size are less likely to be
multidimensionally poor.

In Vietnam, access to finance is easier in cities than in rural and remote areas, causing difficulties
for the poor and low-income people in the rural areas. According to the State Bank of Vietnam
(2021b), 34% of adults living in rural areas own an account, which is much lower than those living
in urban areas (57%). While 90% of urban people take nearly 15 minutes to get to the nearest
financial service point, that percentage in rural areas is only 40%. Despite a decreasing trend, the
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rate of multidimensionally poor households in rural areas of Vietnam is quite high at 11.8% in
2016, 9.6% in 2018 and 7.1% in 2020; this rate is 3.5%, 9.6%, 1.1%, respectively in urban areas.
Besides, according to our calculation from the sample, there is a big difference in the proportion of
households using financial products and services in urban and rural areas. Among households using
credit cards, households living in urban areas account for 57.14%, those in rural areas account for
only 42.86%. Of those who invested in stocks and securities, households living in urban areas
account for 72.73%, and those in rural households account for only 27.7%. According to the
State Bank of Vietnam (2021b), the awareness of people, especially people living in rural, remote
and isolated areas about financial services is still limited. The lack of financial literacy is one of the
reasons hindering people’s effective access and usage of financial products and services. Therefore,
in order to reduce the rate of multidimensional poverty, the Government needs to further promote
financial education and propaganda to improve financial literacy for people, especially those living
in rural and remote areas.

The results also imply that access to business information has an important influence on poverty
reduction. Communication and information for poverty reduction is one of the five national targets on
sustainable poverty reduction in the country. Communication of mass media agencies provides the poor
with knowledge and information on production and business practices, so that they can determine how
to set up their own business, and use the borrowed funds effectively.

On the other hand, the gender of the household head does not seem to impact poverty. The reason could
be that both genders have equal opportunity to access financial services and are equally able to manage
their family to overcome poverty. For example, there is no big difference in credit and debit card
ownership rates between the two genders in the country. The credit card ownership percentage for
men is 4.6%, for women is 3.7%; the debit card ownership percentage for men is 26.1%, for women is
27.3% (World Bank, 2021). In some other countries in the region, the disparity in debit card ownership
rates between the two genders is quite high (India 42.8% and 22.3%; China 70.3% and 63.1%; Malaysia
79.4% and 67.5% for men and women, respectively).

In general, FI has been promoted over the recent years in Vietnam as a means to reduce poverty.
However, access to and usage of financial services in Vietnam is still limited. Awareness of the people,
especially those living in rural, remote and isolated areas about financial services is still low. Many
people are not familiar with making transactions via ATMs or at point of sales (POSs). The causes come
from both the suppliers and the users of financial products and services. Many people may not have
sufficient knowledge and skills, causing them to be afraid of using financial products and services.
Although the network of credit institutions covers all localities across the country, it is unevenly
distributed and there is a big disparity between urban and rural areas. Financial products and services
are still lacking in diversity, and unable to meet the needs of some customer segments. In rural areas,
products are mainly related to credit, while savings, payments and insurance services are lacking and
have not met the demand. The habit of using cash is still quite common even in urban areas. Recurring
monthly payments such as paying utility bills, school fees, or receiving social benefits are still done
mostly in cash in rural areas.

5. Conclusions

In this study, we use a multivariate probit model with a dataset obtained from Vietnam Household
Living Standards Survey conducted by the General Statistics Office of Vietnam in 2016 and 2018 to
estimate the effect of FI and other factors on multidimensional poverty. The results show that FI
has a positive impact on multidimensional poverty reduction. Using financial products or services
reduces the probability of households falling into multidimensional poverty. Specifically, house-
holds having bank accounts, bank savings, using debit cards, credit cards, or investing in stocks or
bonds are less likely to fall into multidimensional poverty. Our study also provides interesting
evidence that participating in financial markets such as investing in stocks or bonds reduces
multidimensional poverty reduction in Vietnam. Regarding households and household heads’
characteristics, households living in urban areas and having access to production and business
information are less likely to be multidimensionally poor. As the number of household members
increases, the chance of falling into multidimensional poverty increases; As the age of the house-
hold head increases, the likelihood of the household falling into multidimensional poverty
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decreases; household heads with a spouse are less likely to be multidimensionally poor; The higher
the education level of the household head, the lower the probability of falling into multidimen-
sional poverty.

Our study has implications for the government in reducing poverty. To reduce the rate of poverty, the
government’s policies should encourage households to use financial products and services. Policies
should be implemented to promote FI, so that the poor and disadvantaged people in society have
more opportunities to access financial products and services. In order to promote the household level
of access to and use of financial products and services, it is necessary to focus on the following issues:

Firstly, the government should implement policies to support the expansion of banks’ branches, ATMs
and POSs, especially in rural, remote and isolated areas; the development of various financial products
and services, including payments, money transfers, savings, credit, and insurance; and the development
of microfinance institutions.

Secondly, in addition to policies to promote access to FI, the government should implement policies to
promote households’ use of financial products/services. Policies should be developed to improve financial
literacy and capacity. Financial education curricula should be provided from primary school to colleges
with the goal of forming systematic financial knowledge, helping the young generation to be financially
literate. Finance distribution channels should be developed based on digital technology applications.
Credit institutions and payment intermediaries should develop distribution channels using digital tech-
nology applications such as mobile banking, e-wallets, digital banking services to provide low cost
services that customers can access safely and conveniently, especially customers in rural and remote
areas.

Thirdly, besides measures to promote FI, the government should take measures to reduce multidimen-
sional poverty such as promoting high-productivity jobs to increase people’s incomes; improving the
effectiveness of poverty reduction programs and policies; closely monitoring support packages so that
the support money reaches the people. The government should continue to invest in infrastructure in
residential areas, especially in poor areas and poor communes in order to create favorable conditions for
socio-economic development. The government should provide vocational training and create more jobs
for people, especially workers in rural and remote areas.

In this study, we evaluate the effect of FI on multidimensional poverty. However, with the data collected
from VHLSS, we have not yet been able to identify the challenges that prevent households from using
financial products and services. Future studies can extend this topic by examining the determinants of
households’ use of financial products and services, thus better policy recommendations can be made to
develop the financial systems.
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