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Introduction:

Arrrr i ng to tee Wrrld Bnnsss ()))))  fffiiiti,,, ilinnniill illl iii """ rffrrs to
tee rrrtttt eee ff iiii iiuulls ddd iiii sssees tttt eee fiiiiii ii eeriisss. It
mmmmmaes 117 isss sstttt s ff finnnii 1l eerii sss, frmmpmmittt s nnd aaii nss to
rriii t, irrrr ,,,,,  rttirmnttt , ddd ttkkk mrrttt .. Brddd asssss to tssse eerii sss
tttttt  t,,, aaee frr rttirmnett, ddd rrttttt tmmmeelsss aiii ttt risss (Dmmrggc-
Kttt tt 11,, 000)). Wittttt rrrrr rnii gg fiaaiii 11 ssstmmy, 11 1 rre fftnn
limitdd to rllii gg nn tiii r wwn aaii nss to issss t in ccccttinn rr ttrrt iiii sss ee..
it milrrly, ttrrtsss mttt rlly nn tiii r limitdd rrriisss to rrr eee rrowth

rrrrr riil tiss, wii ch nnn laad to rrr iittttt immmenuuuull ity ddd llwweemmmin

in mmmmmneeeeeee e ttt . eeeeceee ooows tttt lkkk ff eeeess to fiiiiii 1i
rsstrr sss nnn rssllt in eeeerty trsss ddd immmeniaaaaa aity (Aiii nn & Bllt,,,
555 Brrrr jee & Newma,, ;555 Gllrr & ey, 1)) e ittt ,,,,,  Gllrr ddd
rrra () areeed tttt  fiiiiii i mrrttt  ifff fiiiiiid ss rrttttt  low-immmen
iiii 11111l s frmmissss tigg in tttttt  t,,, sssiite its ii hh rttrr... Barrr jee ddd
Newmnn (99))) lloottt dd tttt 11111 11l rrrrrr ottisss are ssss trii ddd yy tiii r
iii till rssrrr sss, wii hh iffleeeee dii r aaii gg cccccay ddd rikk tllrr,,,,,

,, timttlly aaaii gg lggg-trrm immmenrrowth add ii ttrittt i... eeeee edii ss

T Wwt..
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eeeess to firmll finnniill eerii sss aaaassss tee rrrr 111 fffiiiyyyy ff ttt h tee
mmmmmudd tee finnniill ssstmm(Arrrr a, 111;; Brri tt 11,, ))))) ) Howvvrr,
fffff fts to dllll eeed ntti.... . sarssllt, riiiigg fiaaiii 1l illl iii nn 1111l s eeees
rrtttt plliyy 11 Isssss frr 111 1l gg ctttt riss ddd mmarii gg mrrktt,, whrre it
sSs mmmmma tpp rrirrity. ee ssrrmnitt is eey to urrrr ttiiii gg finnniill
illl iii nn (Hgggg ggll ,, 3333). Hwwrrrr , sssii te its riiiiii il imrrr t,,,,, ,ITT €
ffffff ff,, tiis rrtill e eesss to rrrr sss tee rriii 11 ssss tiz:: tttt  is tee ttttss ff
""" >>*s rriil ssss? To ssswrr tii,, msssrrigg tee
fiiiiii i alll i1 i1 i1 11 ssttt ill.
Methodology:
In this article, following the approach of Kamara and Tosta (2014), the financial
inclusion index is calculated using the principal component analysis (PCA)
method to determine appropriate weights (a parametric method), assuming that
the financial inclusion variable (FI) is linear. To compute this index, two sub-
indices—financial access and financial use—are first calculated.
The variables used for the financial access index include:
e Number of branch terminals (Pinpad)
e Automatic Teller Machines (ATM)
e Number of issued credit cards (Card)
e Total amount of deposits as a percentage of the province's gross domestic
product (Deposits)
e Total loans granted as a percentage of the province's gross domestic
product (Loans)
e Value of ATM transactions as a percentage of the province's gross
domestic product (ATM_Values)
e Transaction value of branch terminals as a percentage of the province's
gross domestic product (Pinpad_Values)
To achieve the primary objective of this article, which is to measure the financial
inclusion index for Iran's provinces, the index is calculated through a two-stage
PCA approach. In the first stage, the two sub-indices—financial access and
financial use—are determined. In the second stage, the overall financial inclusion
index is computed based on the results of the first stage.
The second part of the article evaluates the impact of financial inclusion on
income distribution, with a specific emphasis on the role of information and
communication technology (ICT).
Results and Discussion:
The results from the first part of the article, which involve calculating the sub-
Tehran province is the only one with a financial access value of 0.5, indicating
relatively high access (though cautiously interpreted). Other provinces scored
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below 0.5, with 10 provinces falling between 0.3 and 0.5, indicating medium
financial access. Meanwhile, 20 provinces had scores below 0.3, placing them at
a low level of financial access, with Sistan and Baluchistan ranking the lowest.
In terms of the financial use sub-index, the situation appears more complex. No
province reached a score higher than 0.5, meaning none exhibited high financial
use. Only 5 provinces, including Tehran, Chaharmahal and Bakhtiari, Sistan and
Baluchistan, Qom, and Kurdistan, scored between 0.3 and 0.5, suggesting
moderate financial utilization. The remaining 26 provinces were categorized as
having low financial use, with llam, Bushehr, Khuzestan, Kohgiluyeh, and Boyer-
Ahmad showing the worst performance. When calculating the overall financial
inclusion index, no province scored above 0.5. Tehran was the only province to
score between 0.3 and 0.5, suggesting a medium level of financial inclusion, while
the remaining 30 provinces scored below 0.3, indicating low financial inclusion.
Sistan and Baluchistan, Khuzestan, Kurdistan, and Lorestan ranked lowest in this
index. In the second part of the article, the effects of financial inclusion on income
distribution were estimated using fixed effects and FMOLS methods, focusing on
the role of information and communication technology (ICT). The results from
model (1) indicate that financial inclusion has a negative and significant effect on
tee Giii cfff fiiittt in Ir’”” s rriii ssss, imllii gg tttt frr rrrr y %%%nrrssse in
the financial inclusion index, the Gini coefficient decreases by 0.7 to 0.9%. In
model (2), which examines the interaction between financial literacy and landline
phone penetration, the cross-effect also showed a negative and significant impact
on the Gini coefficient. Similar results were found in models (2) and (3), where
the interaction between financial inclusion and mobile phone or internet
penetration further reinforced the negative effect. Specifically, a 10% increase in
the penetration of landline, mobile phones, and the internet would amplify the
negative impact of financial inclusion on the Gini coefficient by 0.2 to 0.3%.
Conclusion:

In the last two decades, Iran has made significant progress in advancing financial
inclusion, with various measures implemented to improve access to financial
services across regions. These efforts have included the establishment of legal
frameworks, credit programs, guarantees, savings account initiatives, and
technical assistance for financial intermediaries and rural producers. Additionally,
various financial education plans have been introduced. However, despite these
initiatives, the reach of these efforts has not been as widespread as desired. Based
on the results, it can be concluded that expanding financial criteria at the
provincial level—essentially enhancing financial inclusion—Ileads to a reduction
in the Gini coefficient, indicating an improvement in income distribution in Iran's
provinces. Moreover, as technology penetration improves, particularly with
advancements in information and communication technology (ICT), the negative
impact of financial inclusion on the Gini coefficient is expected to intensify. This
suggests that technological innovations play a key role in easing the costs and
barriers to accessing financial services. Over the past decade, new technologies
like mobile payments, mobile banking, internet banking, and biometric
recognition have experienced rapid growth. These technological advancements
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have reduced transaction costs and significantly contributed to increasing
financial inclusion across different regions.
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