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Abstract 

Financial inclusion is a means to make full use of financial services, which stimulates the introduction of innovation, 

mobilization of savings and investment support, and thus contributes to the economic development of territories. The 

purpose of the study is to substantiate scientific and practical approaches to determining the role and place of financial 

inclusion in sustainable development of rural areas. The state of financial inclusion in rural areas has been assessed having 

applied the statistical-economic and calculation-constructive methods. The abstract-logical method made it possible to 

prove the positive impact of financial inclusion on the sustainable development of rural areas and to offer proposals for 

its further advancement. It has been argued that the key tasks of financial inclusion in the context of sustainable 

development of rural areas are financial education, access to financial services, and protection of the rights of consumers 

of financial services. 
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Introduction 

 

According to the World Bank Group 

(WBG), until 2014, about 2 billion adults in the 

world had not used financial services. At the 

same time, the experience of developed 

economies shows that creation of the 

conditions for free access of various segments 

of the population to financial services 

increases their income, reduces the social 

burden on the state budget, stimulates domestic 

investment and has a positive impact on the 

country’s economy. In cooperation with WBG, 

global financial institutions have set a goal to  

 

 

 

make financial services available to adults 

worldwide by 2020. 

In Ukraine, according to WBG, in 2017 

only 63 % of the adult population had at least 

one account in a financial institution; in rural 

areas this figure was 55 %. When it comes to 

other financial services, the situation is even 

worse. According to a research by the U. S. 

Agency for International Development 

(USAID) conducted within the framework of 

the project Financial Sector Transformation, in 

2018 only 46.3 % of the rural population over  
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the age of 15 took loans, about 12 % had 

savings and less than 0,05 % made 

investments. The key reasons for this situation 

are low incomes of the rural population, lack 

of awareness about financial services, lack of 

financial institutions in rural areas, lack of trust 

in financial intermediaries and lack of a 

reliable system of protection of the rights of 

consumers of financial services. 

The problems of financial inclusion are 

addressed by the world leading scholars. Allen, 

Franklin, Demirguc-Kunt, Asli, Klapper, 

Leora and Martinez Peria, Maria (2016) 

believe that financial inclusion can bring many 

welfare benefits to individuals. M. Mostak 

Ahamed and Sushanta Mallick (2019) find that 

higher level of financial inclusion contributes 

to greater bank stability. Efosa Ojomo (2019) 

say “The incessant quest to achieve financial 

inclusion – often measured by number of bank 

accounts open – for the almost two billion 

people who currently lack access is futile, so 

long as people remain trapped in a cycle of 

poverty and low productivity”. Peterson 

K. Ozili (2020) examines various conditions 

for optimality in financial inclusion. Rodney 

Hood (2020) pointed out the impact 

international regulations can have on financial 

inclusion – and why WOCCU advocates for 

the fair and proportional treatment of credit 

unions in front of international standard setting 

bodies, such as the Basel Committee on 

Banking Supervision.  

L. Dijkstra and H. Pullman’s (2014) 

research is focused on support for rural 

development. The researchers propose to 

employ new approaches to the classification of 

urban and rural areas, which, in their opinion, 

will contribute to a more transparent and 

efficient allocation costs for their maintenance. 

L. Domeova and A. Dzhyndrova (2014) 

highlight the tools that can improve the quality 

of life in rural areas. M. Altman (2015) 

believes that agricultural service cooperatives 

are a key driving force that can positively 

influence sustainable rural development. 

Ukrainian scholars also make a 

significant contribution to the development of 

financial inclusion. In particular, Lutsiv (2018) 

focuses on theoretical approaches to 

understanding the essence of an inclusive 

model of economic development under 

present-day conditions and its organic 

component – financial inclusion, as well as 

specific practical aspects of the NBU Strategy 

aimed at the strengthening of financial 

inclusion. T. Zinchuk, N. Kutsmus, 

O. Kovalchuk (2018) believe that the 

prerequisites for sustainable development of 

the rural economy in Ukraine are its 

multifunctionality and inclusiveness. 

O. Vernei (2019) deals with the economic 

content of financial inclusion as an indicator of 

the accessibility of financial services to the 

population, and also identifies modern 

approaches to its measurement. Yu. Shapoval 

and O. Yukhta (2019) argue that “Financial 

inclusion is a means of “full-fledged” use of 

the tools of the financial services industry, 

which ultimately contributes to long-term 

economic growth, as it stimulates innovation, 

mobilization of savings and investment 

support”. 

K. Anufriieva and A. Shkliar (2019) 

established that financial inclusion is one of the 

factors for economic development; the study of 

the role of financial inclusion among the 

factors for socioeconomic development was 

substantiated in our previous studies 

(Abramova, 2020) was proved that low 

incomes of the population, limited access to 

financial services, underdevelopment of 

payment infrastructure, low level of financial 

education and financial literacy of Ukrainians 

are the key reasons for the slow development 

of financial inclusion in Ukraine. O. Borodina, 

I. Prokopa, S. Kyryziuk and V. Yarovyi 

(2020) insist on the need to create a Rural 

Development Fund. Its funds would be 

allocated to the development of rural 

infrastructure, accessibility of medical and 

educational services in rural areas, support for 

small agricultural producers, etc. 

The current model of rural development 

in Ukraine has been formed under the 

influence of various negative socioeconomic, 

political and legal factors. As a result, the rural 

economy, which, given its natural resource 

potential, could become the driver of the entire 

economic system of the state, has become its 

raw material appendage. Workers engaged in 

agricultural production receive the lowest 
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wage among European countries, averaging 

EUR 130 per month. The rural population is 

steadily declining, which can be accounted for 

by the natural aging of the population, low 

birth rate, and labor migration. Rural economic 

entities have not been able to establish 

cooperation, to coordinate or consolidate their 

efforts in order to achieve sustainable 

development. 

In our previous studies (Abramova, 

Nedilska, Dema, 2018), we outlined that “the 

prospects for rural development are related to 

the solution of the following tasks: the ability 

of territorial communities to assess and 

effectively use their own financial 

opportunities for economic, social and 

environmental progress; search for alternative 

sources of funding; transparency of the 

processes of receiving and using budget funds; 

establishing the relationship between the state 

authorities and farmers, who are end users of 

financial resources; tightened control over the 

use of budget funds; the ability to involve 

business entities in addressing the acute 

economic, social and environmental issues in 

rural areas; formation of investment image of 

rural settlements and investment development 

of small and medium-sized agricultural 

producers”. At the same time, despite the fact 

that a significant amount of research on both 

financial inclusion and rural development 

progress has been done, the issue of financial 

inclusion in the context of sustainable 

development of rural areas has been 

insufficiently studied and reflected in the 

literature. In this regard, we consider the topic 

of the study relevant and timely. 

 

 Objectives and methods 
 

The hypothesis of the current study is 

that financial inclusion will contribute to the 

sustainable development of rural areas. 

The purpose of the study is to 

substantiate scientific and practical approaches 

to determining the role and place of financial 

inclusion in the sustainable development of 

rural areas. 

The objectives of the study are as 

follows: to provide theoretical substantiation to 

the role and place of financial inclusion in the 

development of rural areas; to assess the state 

of financial inclusion in rural areas; to prove 

the positive impact of financial inclusion on 

the development of rural areas. 

The object of the study is the process of 

financial inclusion in rural areas. The subject 

of the study is a set of theoretical, 

methodological, scientific and applied 

provisions for financial inclusion in rural areas. 

The study was carried out according to 

the general methodological scheme of the 

system approach based on data from the World 

Bank, the National Bank of Ukraine, the State 

Statistics Committee, the USAID project 

“Financial Sector Transformation”, etc. The 

novelty of this approach consists in a 

comprehensive and staged assessment of the 

state of financial inclusion in rural areas, as 

well as the development of tools that are able 

provide a positive impact on improving the 

level and quality of life in rural areas and 

sustainable development of rural areas. 

The following methods of economic 

research were used to solve the objectives: the 

method of comparative analysis (to determine 

the state of financial inclusion in rural and 

urban settlements based on the adaptation of 

foreign experience of financial inclusion in 

rural areas); the empirical method (to 

determine the state of financial inclusion in 

rural settlements according to the analytical 

data of the past 10 years); the abstract-logical 

method (made it possible to prove the positive 

impact of financial inclusion on the sustainable 

development of rural areas and to formulate 

proposals for its further progress). 

 

Research results and discussion 
 

Ukraine has significant natural resource 

potential for the development of rural areas. At 

the same time, a significant part of Ukrainian 

villages are in a very neglected state; and more 

than 500 of them have completely disappeared 

from the map of the country during the years 

of independence (according to the Institute for 
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Demography and Social Studies of the 

National Academy of Sciences of Ukraine). 

The reasons for this are ambiguous. On the one 

hand, the output of agricultural production is 

increasing; there are great opportunities to 

export agricultural products. However, the 

rural economy unfortunately remains unable to 

create enough jobs for the rural population and 

provide it with sufficient income. The rural 

economy cannot also self-finance 

infrastructure development or promote the 

formation of social and environmental balance 

in rural areas. As a result, the rural population, 

especially young people, migrates to larger 

settlements or abroad, where there are sources  

of income, decent working and living 

conditions. The rural population is constantly 

declining, and the rural infrastructure is 

deteriorating. 

The experience developed economies 

shows that the financial inclusion of the rural 

population contributes to increasing its 

welfare, reducing social inequality between 

rural and urban residents, economic growth of 

rural areas. The integration of Ukrainian rural 

residents into the financial services market is 

rather slow. According to the World Bank, as 

of the end of 2019, only 59 % of rural residents 

had at least one bank account (Fig. 1). 

 

 
Figure 1. Share of rural population who have at least one bank account, % 

*Source: The World Bank Group (2021) 

According to the survey report 

“Financial Literacy, Awareness and Inclusion 

in Ukraine” (2017), which was prepared by the 

Partners for Financial Stability project and 

InMind in cooperation with the U. S.  Agency 

for International Development (USAID), the 

rural population in Ukraine is less interested in 

finance than the urban population and shows a 

more biased and negative attitude towards 

financial services. 

Analysis of recent research and 

publications has shown that financial inclusion 

is commonly considered in three areas: 

financial literacy, accessibility to financial 

services, and protection of the rights of 

consumers of financial services. Financial 

literacy denotes the level of knowledge and 

skills of the population, as well as information 

about their rights and responsibilities in the 

field of financial services. A survey conducted 

by the Partners for Financial Stability project 

showed that 47.5 % of rural residents consider 

their knowledge of financial literacy to be 

satisfactory, 23.2 % unsatisfactory, 7.6 % do 

not know anything and only 16.1 % find their 

level of financial literacy to be good, and 2.1 % 

excellent. At the same time, a test in financial 

mathematics showed that 43.8 % of the rural 

residents have unsatisfactory knowledge, 

20.2 % satisfactory, 14.6 % do not know 

anything at all and only 21.4 % have a deep 

understanding of finance. 

It has also been found that only 8 % of 

rural residents keep track of their income and 

expenses, more than 50 % have only a general 

idea of the income and expenses in their own 

households. Another 25 % of Ukrainian rural 

residents spend all their money on daily needs 

and do not keep track of expenses. What’s 

interesting is that most of those who do not 

budget do not have savings and estimate their 

financial situation below average. 

At the same time, better financial 

awareness encourages the population to carry 

out financial planning, transform free funds 

into investments, and seek new financial 

32 34.9
35 40

47.5 49 52 55.5 57 59

0

20

40

60

80

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Existence of a bank account, % of rural population

https://scholar.google.com/citations?hl=ru&user=WUAf2vMAAAAJ


 

 

Management Theory and Studies for Rural Business and Infrastructure Development 

eISSN 2345-0355. 2021. Vol. 43. No. 3: 328-336 

Article DOI: https://doi.org/10.15544/mts.2021.29  

 

332 

programs and products. We believe that due to 

insufficient financial literacy, consumers 

cannot make rational decisions on the use of 

their own financial resources. As a result, they 

avoid transactions to invest or attract funds or 

carry out risky transactions.  

Another important aspect of financial 

inclusion in rural areas is the accessibility to 

financial services. The problem of insufficient 

development or physical lack of financial 

infrastructure in rural areas remains relevant. 

Currently, Ukrposhta is virtually the only 

operator that works even in remote parts of 

Ukraine providing a number of financial 

services, including payment for utilities and 

other services, remittances, payment of 

pensions and various types of social assistance. 

For many rural residents Ukrposhta’s post 

offices remain the most important component 

of FinTech, the market of domestic financial 

technologies, the development of which has 

been approved by the National Bank of 

Ukraine in the Strategy on FinTech 

Development in Ukraine until 2025. 

According to the World Bank, the dynamics of 

the volume of services provided in the field of 

telecommunications and postal services in 

rural areas during 2010-2017 shows a 

downward trend (Fig. 2). 

 
Figure 2. Dynamics of the volume of services provided in the field of telecommunications  

and postal services in rural areas, UAH million 
  *Source: The World Bank Group (2021)

As for the activities of banking 

institutions, they have set a course for the 

optimization of the network of their branches 

while developing online services at the same 

time. The optimization primarily affected 

branches in rural areas with a small number of 

residents. In particular, for several years 

running, the two state-owned banks 

Oschadbank and Privatbank have been 

reducing the number of their branches. They 

justify their actions by the economic 

inexpediency of maintaining such structural 

subdivisions, as well as the “trend towards 

digitalization”. 

The accessibility to financial inclusion is 

also ensured through the development of 

payment infrastructure, including a network of 

contactless terminals, terminals in trade and 

service networks, other devices, the electronic 

money market, electronic payment systems 

and more. According to the World Bank, the 

number of bank branches and ATMs per 

100,000 adults tends to decrease (Fig. 3). 
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Figure 3. Dynamics in the number of bank branches and ATMs per 100,000 adults, units 

*Source: The World Bank Group (2021) 

 

The fact that banks initiate the 

development of remote and online financial 

services is certainly a positive phenomenon. At 

the same time, it should be taken into account 

that the use of online financial services by rural 

residents is also currently limited due to the 

low level of connection of individual users to 

the Internet. According to the National 

Commission for State Regulation of 

Communications and Informatization, at the 

beginning of 2020 7,265,000 Internet access 

points were registered in Ukraine, of which 

only 1,173,000 were in rural areas, which is 

more than 7 times less than in the rest of the 

country. In cities with a population of over 

100,000 people the share of Internet users was 

74 %, while in the villages it varied from 53 % 

to 58 %. In addition, young people are more 

integrated into the World Wide Web and know 

how to use various Internet applications, 

whereas the majority of the elderly do not have 

such knowledge and skills. In this respect, the 

issues of not only financial, but also digital 

literacy are becoming especially relevant. 

Qualitative progress of financial 

inclusion involves not only the development of 

financial literacy and accessibility to financial  

 

 

services, but also the creation of effective 

mechanisms to protect the rights of consumers 

of financial services. Ukraine is a country 

whose population has repeatedly experienced 

the impact of financial and economic crises, 

the devaluation of the currency, and inflation 

processes. Older people have lost their savings 

not once due to the unreliability of the financial 

and banking system. As a result, Ukrainians 

have formed distrust of financial institutions 

and the national currency. Citizens feel 

insecure due to the lack of legal instruments to 

regulate the rights of consumers of financial 

services. The Strategy on FinTech 

Development in Ukraine until 2025 outlines 

the vision of the NBU in resolving these issues. 

The vision of the strategy is based on 

Ukraine’s aspirations towards European 

integration, which envisage, among other 

things, the formation of a reliable system of 

protection of the rights of consumers of 

financial services. 

The analysis of the state of financial 

inclusion in rural areas made it possible to 

single out key objectives, tools for their 

implementation, as well as the expected 

outcomes in the context of sustainable 

development of rural areas (Table 1). 
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Table 1. Key objectives of financial inclusion, tools for their implementation, and the expected 

outcomes in the context of sustainable development of rural areas 

 
Objectives Tools for implementation Expected outcomes 

Financial 
education 

- continuing the development of educational 
programs aimed at improving the financial 
literacy of rural residents; 
- online training on financial literacy; 
- workshops, lectures, conferences dedicated to 
improving the financial literacy of the rural 
population; 
- forming a culture of non-cash and online 
payments among rural residents. 

- better awareness of rural residents in 
financial matters; 
- budgeting of household incomes and 
expenses; 
- growth in incomes of rural population; 
- encouraging the transformation of 
savings into investment; 
- economic progress of rural areas. 

Accessibility to 
financial services 

- development of financial infrastructure in rural 
areas; 
- adaptation of financial products / services and to 
international quality standards;  
- exchange of information on financial services; 
- application of modern IT technologies while 
working with clients; 
- development of digital financial services. 

- expanding the range of financial services 
in rural areas; 
- improving the quality of financial 
services in rural areas; 
- infrastructure development of rural areas; 
- inclusion of rural population in the 
financial system. 

Protecting the 
rights of 
consumers of 
financial services 

- improvement of legislation on the protection of 
the rights of consumers of financial services; 
- forming a system of state guarantees to 
consumers of financial services. 

- stabilization of the financial and banking 
system; 
- intensified monitoring and control over 
the activities of financial institutions; 
- increased confidence of the rural 
population in financial institutions. 

Achievement of social equilibrium and sustainable development in rural areas 

*Source: own research 

USAID research shows that the level of 

development of territories directly depends on 

the income of the population residing in these 

territories. In turn, citizens’ incomes depend on 

their behavior and attitude to money: how they 

plan their expenses, whether they make 

savings, whether they use loans to meet current 

needs. That is why financial education, as the 

basis of financial literacy, is a driving force 

that can positively affect the financial well-

being of citizens, encourage them to manage 

their own finances and expand financial 

opportunities. Also, we should not forget that 

we live in the age of digital technologies, so it 

will be helpful to use digital tools to improve 

financial literacy, such as interactive 

educational programs, online financial games. 

It is important to emphasize the development 

of digital financial services as one of the 

components of an inclusive financial system. 

The accessibility to financial services in rural 

areas will increase the degree of interaction 

between rural residents and the financial 

system. The formation of an effective system 

of protection of the rights of consumers of 

financial services will increase the confidence 

of rural residents in financial institutions, 

which in turn will facilitate their smooth 

interaction with the financial space. 

 

Conclusions 

 

It has been established that the state of 

financial inclusion in Ukraine has not 

developed properly. Only 59 % of rural 

residents have at least one bank account, 

43.8 % have unsatisfactory knowledge in 

financial matters, and 25 % of Ukrainian rural 

residents spend all their money on daily needs 

and do not keep track of their expenses. This is 

explained by low incomes of rural population 

(on average less than EUR 130 per month), 

limited access to financial services due to 

insufficient development of payment 

infrastructure, low level of financial education 

and financial literacy. At the same time, the 

world experience shows that the creation of 

conditions for free access of all segments of the 
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population to financial products and services 

contributes to economic development and 

income growth by means of improving the 

efficiency of asset management, simplification 

of investment mechanisms, availability of 

financial intermediaries. Prospects for the 

development of financial inclusion are related 

to the creation of effective mechanisms to 

protect the rights of consumers of financial 

services, conditions for improving financial 

literacy and awareness of services that banking 

and non-banking financial institutions provide, 

and to the development of payment 

infrastructure and digital technologies in the 

financial sector. 

It has been proved that the key objectives 

of financial inclusion in the context of 

sustainable development of rural areas are 

financial education, accessibility to financial 

services and protection of the rights of 

consumers of financial services. It has been 

substantiated that better awareness of rural 

residents on financial issues will enable them 

to budget the income and expenses of their 

own households, will encourage the 

transformation of savings into investment, 

which in turn will lead to increased incomes of 

rural population and economic development of 

rural areas. Expanding the range and quality of 

financial services in rural areas will contribute 

to the infrastructural development of rural 

areas and the inclusion of the rural population 

in the financial system. The formation of an 

effective system of protection of the rights of 

consumers of financial services can restore the 

confidence of the rural population in financial 

institutions, which, together with other 

measures, will contribute to achieving social 

equilibrium and sustainable development of 

rural areas. 

The implementation of the proposed 

measures will contribute to the sustainable 

development of rural areas through the use of 

economic potential inherent in financial 

inclusion. As a result, it is expected that the 

incomes of rural population will increase and 

there will be an upswing in the rural economy, 

the level and quality of life in rural areas will 

improve, the ecological balance will be 

maintained, rural areas will be preserved and 

improved, their infrastructure will be 

developed. 

The authors specify the role and place of 

financial inclusion in the development of rural 

areas; the state of financial inclusion in rural 

areas has been assessed; the positive influence 

of financial inclusion on the development of 

rural areas has been proved; the key tasks of 

financial inclusion, as well as tools for their 

implementation and expected outcomes in the 

context of sustainable development of rural 

areas have been identified. 

This work was carried out on the basis of 

the Polissia National University, 

commissioned by the Ministry of Education 

and Science of Ukraine, within the framework 

of scientific research topics: "Financial 

Instruments of Rural Development in the 

Conditions of Uncertainty", state registration 

number 0216u109312. Cover Letter dated 

March 05, 2021. The results of the study will 

be presented for use by (1) the Ministry of 

Agrarian Policy and Food of Ukraine (which is 

interested in improving the social and 

economic situation in rural areas); (2) local 

authorities (concerned about the development 

of rural areas); (3) residents of rural areas 

(willing to improve their living conditions). 
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