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Abstract: We analyse the effects of offering access to a savings account to a sample of poor women on
the educational attainment of their children and on the educational aspirations and expectations they have
for them. Using data from a field experiment in Nepal that randomized access to savings accounts among
a largely unbanked population, we provide evidence that financial access increased the schooling level of
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empowerment do not seem to be behind our findings. Copyright © 2015 John Wiley & Sons, Ltd.
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1 INTRODUCTION

Much of the literature to date on the impact of financial inclusion of the poor has focused
on its financial consequences (Karlan & Morduch, 2010). Nevertheless, the lives of the
poor may change as a result of being financially included in ways that go beyond financial
outcomes. The more expensive and/or less efficient the set of informal financial resources
available to the poor, the harder it will be for them to successfully manage their finances.
This may result in a lower sense of ability to control their financial future and that of their
families. Hence, access to the financial system may affect individuals’ aspirations and
expectations. This may translate into changes in behaviour through different channels.
First, financial access may allow households to accumulate wealth. Second, being offered

a savings account might make individuals feel or actually be more empowered. Via either of
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these two channels, individuals could feel (more) financially secure, their aspirations and
expectations could rise and their behaviour could change. Third, financial inclusion may
enable the poor to have greater cognitive resources for their everyday lives by helping to
reduce the anxieties associated with not being able to efficiently manage their finances
(McLoyd, 1998). Moreover, recent research suggests that financial inclusion may do more
for the poor than simply help them achieve greater economic stability. It may provide them
with greater cognitive resources, allowing them to focus on important and previously
neglected life outcomes such as the education of their children (Mullainathan& Shafir, 2013).
We analyse the effects of offering access to a savings account to poor women on their

children’s schooling and on parental educational aspirations and expectations. We explore
whether the effects we find are driven by wealth or empowerment effects and argue that
our results may be consistent with the hypothesis that financial inclusion enables the poor
to have greater cognitive resources for their everyday lives.
Our research contributes to the studies analysing aspirations and expectations (Beaman,

Duflo, Pande, & Topalova, 2012; Bernard, Dercon, & Taffesse, 2011; Chiapa, Garrido, &
Prina, 2012; Macours & Vakis, 2014; Ray, 2006; Wydick, Glewwe, & Rutledge, 2013),
which, unlike ours, have focused on the effect of role models. We also add to the literature
measuring how access to financial products shapes the lives of the poor (e.g. Dupas &
Robinson, 2013; Prina, 2015).

2 EXPERIMENTAL DESIGN AND DATA

We use data from the field experiment run by Prina (2015), which gave access to savings
accounts to a random sample of poor households in 19 slums surrounding Pokhara, Nepal.
The savings account offered do not have any opening, maintenance or withdrawal fees and
pay a 6% nominal yearly interest, similar to the average alternative in the Nepalese market
(Nepal Rastra Bank, 2011). In addition, the savings accounts do not have a minimum balance
requirement. Account holders can make transactions at the local bank branch offices in the
slums, open twice a week for 3h, or at the Good Neighbour Service Association (GONESA)
bank’s main office, located in downtown Pokhara, during regular business hours. There are
no additional benefits from opening the savings account (e.g. customers with a savings
account were not eligible for credit or lower interest rates on loans).
In May 2010, a baseline survey was conducted of female heads of household aged

18–55 years.1 In total, 1236 households were surveyed. Separate public lotteries were
held in each slum to assign half of the female household heads to the treatment group
and half to the control group. After completing the baseline survey, the savings accounts
were offered between the last two weeks of May and the first week of June 2010. One
year after the start of the intervention, an end line survey was conducted.
As Prina (2015) documents, while at baseline, 15% of the control and treatment groups

had a bank account, a year later, 84% of the treatment group had a savings account. The
treatment group actively used the savings account, making on average of 0.8 deposits a
week and one withdrawal every 3months. Despite the high take-up and usage rates, Prina
(2015) does not find an increase in assets for treatment households. Nevertheless, access to
a savings account seems to help poor households to manage their resources better—
prioritizing education and food expenditures—and to feel more in control of their financial

1Female head of household is defined here as the female member taking care of the household.
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situation. Tables A1–A3 show the impact on assets and liabilities (Table A1), expenditures
(Table A2) and self-reported financial situation (Table A3) for the sample studied. The
estimates confirm the findings of Prina (2015).
The sample used in this paper comprises 661 children 11–16 years of age at end line

and their corresponding 510 households. Focusing on this age range is relevant given
Nepal’s educational system characteristics. In Nepal, children begin school at the age
of six, entering first grade. Primary education covers grades 1–5 and secondary
education grades 6–10. UNESCO’s (2011) national statistics for Nepal show that for
the 2010–2011 school year, net enrollment rates were above 94% for children ages
6–10 years, who should be attending primary school (95.3% and 93.6% for boys and
girls, respectively), but drop to 69% for children ages 11–16 years, who should be
attending secondary school (70% and 68.5% for boys and girls, respectively). Hence,
focusing on children ages 11–16 years allows us to analyse a period during which many
children drop out of school.
Tables 1 and 2 report baseline descriptive statistics for our sample. Table 1 shows that

the male and female heads of household in the sample are, on average, 42 and 37 years
old, respectively. Both have low levels of education. However, male household heads
have, on average, twice the years of schooling of female household heads (4.6 vs 2.3,
respectively). On average, households have five members with 1.4 children 10–15 years
old at baseline. These children have already completed more years of schooling than
their parents. Girls 10–15 years old have on average 6.7 years of schooling, while boys
10–15 years old have on average 5.8 years of schooling. However, girls are on average
older than boys.
As shown in Table 2, households have a weekly average income of Nepalese Rs.

1500 (~$US 21) and Rs. 9000 (~$US 129) in total net worth (assets minus liabilities).
This means that these households are, on average, living with less than a dollar per
person per day. Furthermore, most of these households are out of the formal financial
system. Only 15% of households had a bank account at baseline. However, they do
report the use of a number of financial products to manage their financial lives. Most
households save informally, via microfinance institutions, storing cash at home and
participating in Rotating Savings and Credit Associations (ROSCAs).2 Also, 91% of
them had at least one outstanding loan (most loans are taken from ROSCAs,
Microfinance Institutions (MFIs) and family and friends). Finally, the sample population
seems highly vulnerable to shocks: 44% of the households indicated having experienced
a negative external income shock during the month previous to the baseline survey.3

Randomization led to balance in all but one variable: amount of assets.4 A comparison
of the descriptive statistics shown in these two tables for our sample with the statistics
reported by Prina (2015) for the original sample shows that the two samples are very
similar. Hence, it is not surprising that take-up and usage rates and impact on household
welfare are also very similar.

2A ROSCA is a savings group formed by individuals who decide to make regular cyclical contributions to a fund
in order to build a joint pool of money, which then rotates among group members, being given as a lump sum to
one member in each cycle.
3Shocks include health shocks, lost job, livestock loss, broken/damaged/stolen goods or equipment, low demand
for business, decrease in the wage rate and death of a household member.
4The imbalance is caused by two outliers in the treatment group who have the highest level of assets in the sample.
Dropping them, we achieve balance in all variables presented in Tables 1 and 2, and the results reported in the
paper do not change. Results are available upon request.
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3 EMPIRICAL STRATEGY

We estimate the average effect of having been assigned to the treatment group, or intent-to-
treat effect (ITT), a year after offering the savings account using this specification:5

Yi ¼ α0 þ α1ITTi þ Xi’α2 þ λs þ εi (1)

where Yi refers to the outcome variable of child i; ITTi is an indicator variable for
assignment into the treatment group of the household of child i; Xi is a vector of baseline
characteristics;6 λs are slum-fixed effects, as the randomization was carried out within
slums; and εi is an error term. Standard errors are clustered at the household level. The
coefficient of interest is α1, which estimates the ITT effect.7

4 RESULTS

Table 3 shows the estimates of regression (1) at the child level for children’s school
completion (Panel A) and parental educational aspirations and expectations (Panels B
and C). Results are reported for all children 11–16 years old (columns 1–3), for sons
(columns 4–6) and for daughters (columns 7–9). We estimate the ITT effects without
controls in columns (1), (4) and (7) and include controls in columns (2), (5) and (8).
Finally, in columns (3), (6) and (9), we include as a control the mother’s educational level
in years.
Column 1 in Panels A, B and C indicates that children in the control group have

completed on average 6.8 years of schooling and that their parents aspire for them to
complete 14.7 years of schooling but expect them to complete only 13.4 years. This makes
economic sense as aspirations are the unrestricted desire to reach a certain goal, while
expectations might take into account the restrictions an individual faces.8

When considering either all children 11–16 years old or solely sons, being offered the
savings account does not appear to affect schooling, parental aspirations or expectations.
When considering daughters, however, our results show quite strong effects.
Access to a savings account causes a statistically significant increase in schooling of

more than half a year (0.6) for daughters (Panel A). Including controls decreases the
coefficient to 0.4 years of schooling. The magnitude of the coefficient in column (9)
indicates that, ceteris paribus, the effect of the intervention on daughters’ schooling is

5We do not analyse the average effect for those who actively used the account because, among those who opened
an account, only 5 per cent did not actively use it.
6These baseline characteristics are age and years of education of the account holder; number of children 16 years
old or less; number of household members; and baseline household income, three dummies for the main source of
household income at baseline (income from an entrepreneurial activity, as a salaried worker and as a casual
worker. The omitted category is other sources of income), amount borrowed and village dummies. Regressions
with controls also include indicators for whether the years of education of the female head of the household, or
the number of children, or the main source of household income were unavailable.
7Assuming that being offered the savings account does not have any other direct effect on savings other than
motivating an individual to use the account, it is possible to estimate the treatment-on-the-treated effect by
dividing the ITT by the take-up rate.
8Specifically, the question we asked in order to elicit parental educational aspirations is ‘What is the highest
education level that you would like your child to complete?’ The question we asked to elicit parental educational
expectations is: ‘Given your child’s ability and your household’s economic condition, what is the highest
education level that you think your child will actually complete?’
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comparable with that associated with mothers having over four extra years of schooling
(0.563/0.122 =4.61). This effect is quite sizeable, at twice the average education of
mothers in our sample (2.3 years as shown in Table 1).
Financial access is also associated with a statistically significant increase in parental

educational aspirations of more than 1 year of schooling for daughters (Panel B). Including
controls increases the precision of the coefficient. Likewise, being offered a savings
account is associated with a statistically significant increase in educational expectations
for daughters (Panel C).
These results are consistent with previous research showing that aspirations and

expectations are positively correlated with schooling achievement (Beaman et al., 2012;
Chiapa et al., 2012; Goodman & Gregg, 2010; Gregg & Washbrook, 2009; Gutman &
Akerman, 2008a, 2008b; Wydick et al., 2013).
Furthermore, the positive effects we find on parental educational aspirations and

expectations seem to help to close the gender gap in these variables. As Table 3 shows,
parents’ educational aspirations (expectations) for their sons in the control group are for
15.3 (14.2) years of schooling (column 4), while for their daughters are for 14.1 (12.8)
years of schooling (column 7). Hence, there is a gender gap in aspirations (expectations)
of more than 1 year, statistically significant at the 1% level. Running a difference-in-
differences specification, we find that being offered the savings account closes this gap
in both educational aspirations and expectations. Moreover, data on schooling completion
suggest that daughters in treatment households are indeed obtaining more schooling than
boys as a result of the treatment.9

5 DISCUSSION AND CONCLUSION

What is the mechanism behind our results? Is it simply being offered the savings account
what matters? Or is the offer triggering something else, and is this something else what is
actually causing our results? We conducted a number of checks trying to answer these
questions. We reject the hypothesis that household wealth and perceived improvements
in the household’s financial situation are mediating our results. Also, female
empowerment—proxied by the difference in years of education between husbands and
wives—does not seem to be correlated with either educational aspirations or expectations.
Hence, even if the offer of the savings accounts is empowering women, it seems unlikely
that this empowerment is behind our results.10 Thus, the mechanism(s) driving our results
remains a puzzle.
The results we obtain, however, seem to be consistent with the hypothesis that access to

a savings account helps treatment households overcome some scarcity issues. As shown in
Table 2, our sample was facing scarcity in a number of key dimensions at baseline: scarcity
of economic resources, of formal financial alternatives to manage them and, probably, of
cognitive resources for general tasks in life. The offer of the savings accounts may have
alleviated the scarcity of formal financial alternatives and this, in turn, may have helped
alleviate the scarcity of economic resources for some households (Table A2 shows that
treatment households spend more on meat and fish).

9Results available upon request.
10All these results are available upon request.
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In addition, the savings accounts offered seem to be less taxing than savings at home
and savings in other banking institutions. With respect to saving in cash at home,
saving in a bank is more secure because the money saved will not be in constant
danger of being stolen nor will it be at (such a high) risk of being used by one’s self
(for a purpose different than the reason one is saving), the husband, relatives or
neighbours. Additionally, saving in the savings accounts offered should be less taxing
than saving in a savings account at another bank because of the high transaction costs
involved in saving at other banks (e.g. high fees, distance to the banks, travel costs and
forgone wages to travel to the bank). As we have mentioned, the savings account
offered—in contrast with other formal savings accounts in Pokhara’s market—does
not charge any fees. Furthermore, while other banks are located only in downtown
Pokhara, GONESA bank is characterized by its close proximity to its account holders
and its convenient operating hours: local bank branches open twice a week for 3 h
directly in each slum.
Saving in a ROSCA or an MFI may also be more taxing than saving in the savings

account offered because of the (strong) commitment features associated with saving in
these institutions. In the case of a ROSCA, participants commit publicly to saving into a
common fund via contributions that happen with a certain regular frequency (Gugerty,
2007). Something similar occurs with savings in an MFI. When an individual starts
borrowing from an MFI, a savings account is set up. Every time the individual pays an
instalment, he or she is also forced to make a deposit into his or her savings account.
The money deposited in the account acts as additional collateral, and the savings account
ceases to exist once the full amount of the loan is repaid. Nevertheless, precisely because
of these (strong) commitment features, saving in a ROSCA, an MFI or the savings account
offered cannot be considered substitute saving mechanisms. In fact, there seems to be a
trade-off between commitment and cognitive taxation. Individuals might want to save in
a ROSCA or MFI because of their commitment features even though doing so may be
cognitively taxing.
Overall, this suggests that the cognitive resources of treatment households might be

getting freed up to focus on other aspects of life, such as worrying about children’s
education—particularly that of girls, challenging the status quo in a society where men
usually have a higher level of education than women.11 On the other hand, the fact that
schooling and parental expectations and aspirations increase significantly for daughters,
but decrease for sons (although not significantly), could suggest that, to some degree,
daughters’ gains come at the expense of sons’. To the extent that schooling is costly and
households are budget constrained, this is consistent with the fact that access to bank
accounts did not increase financial resources. Hence, access to savings accounts might
have increased cognitive resources and that might have led parents to shift the allocation
of resources across children.
Indeed, recent research shows that scarcity changes how people allocate attention and

leads them to engage more deeply in some problems while neglecting others (Shah,
Mullainathan, & Shafir, 2012) and that poverty impedes cognitive function (Mani,
Mullainathan, Shafir, & Zhao, 2013). Testing this hypothesis is a promising path for future
research.

11Increased cognitive resources may result not only in changes in children’s education but also in changes in other
outcomes associated with better parenting, investments in preventative health care, investments in productivity
and improved management of one’s finances (Mani et al. 2013, Mullainathan and Datta 2012).
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