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EXECUTIVE SUMMARY

While there is a substantial and growing literature on household finance in developing
countries, less is known about the borrowing behaviour of individual women and men within
households: how much they borrow and for what purpose (e.g., to invest in an asset or pay

for an expense), where they borrow from, decisions about taking and using credit, and the
correlates of individual debt and particular types of debt (e.g, asset debt). This report addresses
these questions in Ecuador, Ghana and Karnataka, India using innovative national/state level
data sets collected by the Gender Asset Gap project in 2010.

This study provides rich descriptive information on
individual and household debt in the three countries,
including the purpose of the loan, its source and who
decided to take it out. Our analysis finds that two
thirds of the households in the Karnataka sample
have at least one outstanding debt, compared to
less than half in Ecuador and more than one quarter
in Ghana. Disaggregating by type of debt, the share
of households holding asset debt exceeds the share
with expense debt in Ghana and Ecuador, while in
Karnataka the share of households holding asset
and expense debt are similar. In all three countries,
wealthier households are more likely to hold any debt
compared to poorer households, particularly a greater
share of asset debt. The reverse is the case for expense
debt: a higher share of poorer households than richer
households in all three countries hold expense debt.

Examining individual women and men within house-
holds presents a somewhat different picture. In all
three countries, more men than women hold debt
for any purpose, a pattern that holds for asset and
expense debt—with the exception of Ghana, where
slightly more women hold asset debt than men.
Whether individuals within households are responsi-
ble for debt repayment alone or jointly with someone
else is a novel contribution of the analysis. Jointly held
loans constitute a larger share in Ecuador than in the
other two countries, particularly Ghana where these
are negligible. In Ghana, women alone hold more
than half of asset loans, compared to men who hold

slightly less than half. In contrast, in Karnataka, men
alone hold more than half of asset loans and women
less than a fifth, a pattern that is similar in Ecuador,
although the gender difference is less extreme.

The report also analyses the source of loans for indi-
viduals and finds that while formal sector sources
dominate in Ecuador, informal sources predominate
in Ghana and Karnataka. In Ecuador, the primary
source of loans varies by who in the household holds
the debt; business/store credit is the primary one for
women and men who hold loans alone, while couples
borrow more frequently from private banks and sav-
ings and loan (S&L) cooperatives than from other
sources. In Ghana, the main source of loans for all bor-
rowers is similar: friends, followed by family members.
In Karnataka, male borrowers rely on friends, followed
by moneylenders and family. Female borrowers rely
largely on informal credit groups, followed by friends
and non-governmental organizations (NGOs). When
considered in value terms, formal sector loans are
relatively more important for female borrowers in all
three countries while informal sector loans are rela-
tively more important for male borrowers.

Another innovative feature of the analysis is informa-
tion on who decided to take out the loan. In Ecuador
and Ghana, loans for which a woman alone is respon-
sible are more likely to have been decided upon by her
alone than loans for which a man alone is responsible.
This suggests that in these two countries men are
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more likely than women to decide jointly with some-
one else (generally the spouse) to take out a loan for
which they are individually responsible. By contrast,
in Karnataka there appears to be more joint decision-
making on individual loans, irrespective of whether a
woman or a man is responsible for its repayment.

The study also investigates whether the correlates
of female and male borrowers differ, the character-
istics of women who borrow from formal sources
compared to those who borrow only from informal
sources and those who do not borrow, and whether
the correlates of having asset debt differ for women
and men. Our most important analytical results are
with respect to borrowing for asset accumulation.

The factors associated with women’s borrowing for
assets in Ecuador and Ghana are they themselves
being an asset owner, a member of a group and
self-employed. For men, by contrast, only being in a
household in the wealthiest quintiles is positively
associated with asset borrowing while having
expense debt is negatively associated with asset
debt in both countries; men’s borrowing for asset
accumulation is also positively related to their own
asset ownership. These results suggest that wealth
may beget wealth. They also point to the potentially
important role of women’s ownership of assets in
enhancing their access to credit. The monograph
concludes with a number of insights for policy and
recommendations for future research.
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1.

INTRODUCTION

At some point in their lives, both women and men may have a need to borrow money—to

purchase an asset such as a house or a cow, manage cash flow, cope with an emergency such

as a hospital stay or pay for social expenses, for example, a wedding. When they lack suffi-
cient funds, women and men frequently borrow from an individual or institution, be it a fam-

ily member or friend, a bank, a non-governmental organization (NGO) or a moneylender. In all

countries, credit is an important tool for rich and poor, individuals and households, to improve
their welfare. It can help households meet their basic needs and cover daily expenses in good

times and bad. Credit also contributes to economic growth by alleviating capital constraints
for agricultural production or business development and enabling households and firms to
invest in assets, inputs, technology and productivity-enhancing services. It can further reduce

constraints on long-term growth if it permits households to invest in children’s education and
health and enhance their human capital. Yet many people in developing countries, women
and men alike, lack access to this important resource.

While there is a substantial and growing literature
on household finance in developing countries, less is
known about the borrowing behaviour of individual
women and men: how much they borrow and for
what purpose (e.g., to invest in an asset or pay for an
expense), where they borrow from, decisions about
taking and using credit, and the correlates of individ-
ual debt and particular types of debt (e.g., asset debt).
This study addresses these questions in Ecuador,
Ghanaand Karnataka, India using innovative national/
state level data sets collected by the Gender Asset
Gap project in 2010. Specifically, it provides descriptive
information on individual and household debt in the
three countries, including the purpose of the loan, its
source and who decided to take it out. The report then
explores analytically three questions: Which women
and men borrow? What are the characteristics of
women who borrow from formal sources compared
to those who borrow only from informal sources and
those who do not borrow? And, are the correlates of
having current asset debt different for women and
men? Very little is known about the answers to these
three questions largely because of data limitations.

Insights into these questions can provide important
information for policies and interventions aimed at
improving access to credit for women and men.

Some caveats about what this study does and does
not do are in order. The report examines the use of
credit and outstanding debt as opposed to the supply
of credit services (access).1 In addition, our analysis
focuses on households, and individual women and
men within households, who borrow rather than on
firms or other entities. We are particularly interested
in exploring the relationship between individual-
level indebtedness and physical asset ownership and
whether individual ownership of immovable property
is correlated with borrowing generally and for specific
purposes, such as the purchase of an asset. We also
construct debt-to-wealth ratios for women and men;
our survey did not collect information on income.
Finally, while we would have liked to explore credit
constraints in greater detail, our data do not contain
information on the terms of the loans taken out by
individuals and households, including interest rates
and repayment periods.
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As explained in greater detail below, this study makes
several contributions. First, it goes beyond most house-
hold-level studies by disaggregating households in a
novel way: by marital status and living arrangements
of the individuals within them. Second, it is the first
detailed study of within-household borrowing behav-
jour, considering such issues as who is responsible for
the loan and decision-making about specific loans.
Third, the analysis presents detailed information on
how individuals use their loans, including the use of
loans for a wide range of assets and expenses, which
can help shed light on borrowing that contributes to
growth versus borrowing for consumption. Fourth, by
considering all sources of credit that individuals and
households access, our analysis is broader than many
recent studies that focus only on either microfinance
or loans from formal institutions.

Before delving into the literature in the next section,
it is important to define the terms used in this report.
Credit is a method of lending financial resources to
an institution or an individual in the present with
the expectation of reaping a future return. A loan
is money or goods given to someone for a period of
time accompanied by the recipient’s promise that it
will be paid back, usually with interest. Debt typically
refers to one or more obligations or liabilities arising
from borrowing money or taking goods or services ‘on
credit’—in other words, against an obligation to pay
later—embodied in a contract or agreement between
individuals or institutions.2 In common parlance,
loans and debt are often used interchangeably. We

will refer to a loan as an amount of money that has
been borrowed by an individual or household, debt
as the aggregation of loans taken by the individual or
household and outstanding debt as what individuals
or households held at the moment of the surveys.

We also use the terms formal’ and ‘informal’ credit
and/or debt. These refer to the type of institution or
entity from which the individual or household bor-
rowed. Financial systems in developing countries
consist of a mix of formal and informal institutions,
including private and public banks, credit unions,
finance companies, microfinance institutions and
a whole range of other formal and quasi-formal
nonbank institutions. While there is no standard
categorization in the literature, formal financial insti-
tutions include banks, credit unions, savings and loan
(S&L) cooperatives and microfinance institutions,
while informal sources usually include family, friends,
Rotating Savings and Credit Associations (ROSCAS),
informal self-help groups and moneylenders.3 These
distinctions are important to the analysis since most
people in developing countries have limited access to
formal credit and rely essentially on informal credit
sources (Banerjee and Duflo 2010). Moreover, women,
relative to men, are perceived to have less access to
credit generally and formal credit specifically.
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2.

REVIEW OF THE

LITERATURE

The financial literature on developing countries addresses credit for firms and households.

Considering the literature on firms, a large segment focuses on the supply of credit to, and
demand for credit by, firms. Some cross-country studies have argued that female-owned

businesses tend to have less access to formal credit than male-owned businesses ( Carter
and Rosa 1998; Coleman 2000).4 Others (Bruhn 2009; Aterido et al. 201) find an ‘uncondi-
tional’ gender gap in favour of men in access to formal credit, but this gap disappears after

controlling for firm-level characteristics (such as industry, firm size, ownership type, export
orientation, etc.) and household and demographic factors (age, dependency burdens, etc.).
Another substantial part of the literature focuses specifically on microcredit for female- and

male-owned firms. We do not review the literature on credit/microcredit for businesses here

since our focus is on households and individuals.

Several authors analyse household borrowing and
debt in developing countries (Banerjee and Duflo 2010;
Bertola and Hochguertel 2007; Diagne 1999; Diagne et
al.2000).This literature focuses only on the household
level since data are generally collected for household
members in the aggregate, and often the only gender
dimension analysed is based on headship. Our study
improves on this by disaggregating households into
those that have partnered individuals (married or in
consensual unions) and those in which the principal
adults are non-partnered (single, separated, divorced
or widowed). Hence, we do not conflate households
comprised by a couple with those with only a principal
adult man all under the rubric of ‘male-headed house-
holds’; rather, our analysis treats households with a
principal adult woman or man without a partnerin a
parallel fashion. We also include a much larger set of
loan uses than most studies, which usually focus on
only a few dimensions of borrowing.

Recent surveys have gone beyond the household level
tocollectinformation fromindividual female and male
borrowers. Aterido et al. (20m), for instance, analyse

the use of formal and informal financial services by
women and men in several sub-Saharan African coun-
tries based on data from two surveys, FinScopes and
FinAccess, carried out since 2002 in nine South and
East African countries. They find that women are less
likely than men to use formal financial services in all
nine countries, but that there is variation in the use
of informal financial services. In Kenya, South Africa
and the United Republic of Tanzania, women are more
likely to use informal financial services than men,
but the reverse is the case in Namibia and Rwanda.
The use of formal banking services is correlated with
higher income and education and with being in for-
mal wage and self-employment. Many of the factors
that explain the use of formal financial services also
explain the use of informal financial services. How-
ever, this study does not parse financial services into
loans versus savings or checking accounts.

Based on the success of the FinScope and FinAccess
Surveys, the World Bank and Gallup joined forces to
develop a new cross-country survey to measure indi-
vidual access to financial services. The Findex survey
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was developed in 2011 and collected information on
the use of financial services among individuals 15
years and older in 148 countries. A second round has
been collected in 2014 for release in 2015.6 The Findex
data can be disaggregated by sex and other demo-
graphic characteristics to explore how adults save,
borrow, make payments and manage risk. The data
also contain indicators on whether individuals borrow
from formal or informal institutions and the purposes
of borrowing, e.g., house mortgage, emergency or
health purposes, etc. A number of recent contribu-
tions analyse this data.

Demirglic-Kunt and Klapper (2013) find that, on aver-
age, almost one third of adults in the 148 high- and
low-income countries in the sample report having
borrowed money in the past year. Klapper and Singer
(2013) find that borrowing is relatively high in the 38
African countries in the sample: 44 per cent of adults
report having borrowed money in the past 12 months,
compared to 34 per cent worldwide.7 Borrowers in
lower-income countries are more likely to use infor-
mal sources of credit, such as family and friends, than
formal sources such as banks.8 Friends and family are
the most commonly reported source of informal loans
in developing countries, followed by informal lenders.
Differences exist between rich and poor borrowers; on
average, Demirglic-Kunt and Klapper (2013) find statis-
tically significant differences in the ‘origination’ (e.g.,
taking out a new loan as opposed to rolling over debt
from prior years) of formal loans over the past year
between the poorest and the richest income quintiles
for the 148 countries. Just as the sources of loans dif-
fer, so do the purposes of the loans. Among borrowers
in developing countries, emergency and health needs
are the most common reason for having outstanding
debt, especially among adults in the poorest income
quintiles. On average, in developing countries, 14 per
cent of adults in the poorest quintile had a loan for
emergency or health purposes, compared to 8 per
cent of those in the richest fifth of the population.

In a separate paper, Demirglic-Kunt et al. (2013) explore
gender differences in borrowing using individual-
level data from 98 developing countries. The authors
find that, overall, 36 per cent of men and 32 per cent

of women borrowed in the past year. While there is
a miniscule gender gap in the use of formal credit
in these countries, there is a gender gap of 3-4 per
cent in favour of men in loans from informal sources.
Econometric analysis suggests several reasons for this
gap: women were more likely than men to be poor,
possess lower levels of education, head a household
composed of only one adult, be divorced, separated
or widowed and be out of the workforce. At the same
time, women were less likely to be self-employed for-
mal business owners or wage workers.

While the Findex survey and its predecessors are a great
improvement over other surveys that do not collect
individual level data, and they permit researchers to
conduct analyses that are sex-disaggregated, the sur-
vey used for the analysis in this report enables analysts
to go further and conduct within household analysis of
who borrows, who within households are responsible
for the loan and who made the decision to take it out.
This is superior to other data sources because while an
individual may report that s/he has a loan, it cannot be
assumed—unless the question is posed—that s/he is
solely responsible for the debt. Our data sets, described
below, improve on previous efforts by allowing analysis
of debts incurred individually by women or men as
well as jointly by a couple or jointly with someone else
besides the spouse. We also consider how the decision
to take out the loan was made to verify whether those
who hold debt (individually or jointly) participated in
the decision to borrow.

This study makes a number of other contributions to
the existing literature. As noted above, we consider
a broader set of sources of loans than most studies
and analyse both formal and informal debt in the
same framework. Moreover, since our interest is in
the components of individual and household wealth,
we examine loans taken out for the purpose of asset
accumulation as opposed to consumption or what we
term ‘current expenses’and how this differs for women
and men. Asset accumulation refers to the acquisition
of physical assets (the principal residence, agricultural
land, other real estate, businesses, etc.). By contrast, we
treat expenses on health, education and daily needs as
current expenses necessary for consumption.
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The analysis also focuses on the relationship between
asset ownership and debt.Itis commonly claimed that
lack of collateral is an obstacle to accessing formal
credit, particularly forwomen who lack assets that can
be used as collateral. However, little is actually known
about whether individuals and households who own
immovable property are more likely to take out loans
than individuals who do not. Even less is known about
whether women and men who own property jointly
or individually are better able to take on debt. Our
analysis provides some insight into these questions.

Finally, there is growing recognition that women and
men have different levels of access to information
and, in many situations, women are less likely than

men to know about the functioning of financial insti-
tutions in their communities (Fletschner and Mesbah
2011). Women often tend to rely on other women as
their main source of information regarding markets,
particularly the financial market (Fletschner and
Kenney 2014). In fact, one of the main arguments
regarding the benefits of microfinance programmes
targeting women via organized groups—besides
channelling financial resources to them directly—is
the sharing of information that takes place (Mayoux
2002; Feigenberg et al. 2010). We are interested in
the question of whether participation in groups,
including microfinance groups, is associated with bor-
rowing and whether there are gender differences in
this relationship.
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3.

THE CONTEXT OF

BORROWING IN ECUADOR,

GHANA AND INDIA

The three countries that we analyse in this study, besides spanning three world regions,
reflect different levels of economic and social development and have some similarities and

differences relevant for our analysis of debt.

One factor that Ghana and India have in common is
their legal marital and inheritance regimes, in part
due to their common heritage of British common law.
The default marital regime is separation of property,
whereby the assets acquired before or after marriage
are considered the separate property of each spouse.
In contrast, Ecuador, with its legal heritage in Roman
law, is characterized by partial community property,
whereby the assets acquired prior to marriage remain
one’s individual property but any assets acquired
during the marriage by either spouse are considered
the joint community property of the couple. These
different marital regimes, combined with contrasting
inheritance regimes (testamentary freedom in Ghana

3.1
Ecuador

In 2000, Ecuador adopted the US dollar as the coun-
try’s official currency after 22 commercial banks failed
(representing 60 per cent of the assets of the private
financial system). The collapse of the financial system
and dollarization were the culmination of almost a
decade of economic instability brought on by financial
deregulation and liberalization, an external debt crisis,
sharply fluctuating prices of oil (the country’s major
export) and concurrent political instability (Jacome
2005). In the subsequent years, the Government
focused on rebuilding the financial system and public
confidence in it. Since 2005, Ecuador has been noted

and India vs. restricted testamentary freedom in Ecua-
dor), influence women’s ability to accumulate assets
(Deere et al. 2013) and might also have relevance for
women’s ability to borrow. Among the topics we
explore is whether these different marital regimes are
associated with different types of debt and, specifi-
cally, the prevalence of individual versus jointly held
debt among couples.

The context for individual and household borrowing
in Ecuador, Ghana and India differs in important ways.
Below, we provide a brief profile of the financial sec-
tor in each country and the economic conditions that
underpinned household debt in 2010.

both for its financial stability and the rapid growth of
its financial sector.

Two institutions currently regulate the formal pri-
vate financial system: the Superintendency of Banks
and Insurance (SBS, by its Spanish acronym) and the
Superintendency of the Popular and Solidarity Econ-
omy (SEPS). The SBS regulates all private commercial
banks; in 2013, these numbered only 24 compared to
96 prior to the financial crisis. Since 2013, the SEPS reg-
ulates all forms of cooperative financial associations.
Previously, the largest S&L cooperatives—those with
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assets of more than $1 million and deposits greater
than $200,000—were governed by the SBS and those
below this threshold were governed by the Ministry of
Social and Economic Inclusion.

The Central Bank collects and publishes data only on
the major institutions in the private financial system,
shown in Appendix Table A1, which include all the
private banks, the largest S&L cooperatives (those for-
merly under the wing of the SBS) and two other forms
of association (mutualism and financial societies). In
December 2013, the total volume of credit outstand-
ing reached $21.1 billion, more than doubling since
2006, with the private banks accounting for 82 per
cent of this loan activity.

A fuller picture of the formal private financial system
emerges by considering all of the S&L cooperatives
(or credit unions) that report to the SEPS. Many of
these were formed in the 1960s, mostly in rural areas,
but their numbers expanded rapidly throughout the
country following the collapse of the banking sector. By
June 2013, 773 S&L cooperatives reported to the SEPS.9
As Appendix Table A2 shows, these are stratified by size
(depending on the value of their total assets, number
of members and extent of geographic coverage), with
the largest cooperatives (those in Segment 4) being the
ones that previously reported to the SBS.10

The composition of the loan portfolios of the private
banks and the S&L cooperatives differs markedly, as
Appendix Table Az illustrates. While the private banks
are heavily focused on lending to the commercial
sector (presumably to large enterprises), the S&L
cooperatives serve microenterprises and households.

3.2
Ghana

Ghana’s financial system has gone through a series of
reforms, beginning with the comprehensive Financial
Sector Adjustment Programme (FINSAP) that was
launched in 1988 following an era of crisis. The initial
set of financial reforms involved institutional restruc-
turing, enhancement of the legal and regulatory

Loans for the purchase of vehicles and other consumer
durables and those taken out to meet household
emergencies make up a relatively large share of both
the private bank and S&L cooperative sector loan port-
folios: 36 per cent and 50 per cent, respectively.

Similar to other countries, Ecuador has withessed
the growth of a microfinance movement since 2000.
The microfinance sector consists of private banks
providing microloans,11 S&L cooperatives, NGOs and
dedicated microfinance programmes. Many of these
have come together under the Rural Finance Net-
work (RFR), whose mission is financial inclusion and
which operates both in rural areas and among the
urban poor.Their combined loan portfolio has steadily
increased, growing at around 10 per cent per year dur-
ing the decade of 2000 (Readout 2011: 30) and more
than doubling between 2010 and 2013.

As Appendix Table A3 shows, the institutions that com-
prise the RFR have been quite successful in attending
to women'’s credit needs, with women representing 54
per cent of their loan clients in 2013. A number of the
NGO microfinance programmes initially targeted only
women, explaining why over two thirds of their clients
are female. The RFR institutions have also been quite
successful at recruiting women officers, who repre-
sented 47 per cent of the loan officers in 2010 (Readout
2011: 83). However, it is not clear how representative
these latter figures are of the total microfinance sector.

The SBS determines the maximum interest rates that
can be charged by all private institutions. How these
vary by type of borrower and purpose of the loan is
illustrated in Appendix Table A4.

framework for banking operations, liberalizing inter-
est rates with the aim of making banks viable and
efficient, and a revitalization of the financial sector
by creating new institutions. Its success led to the
implementation of the Financial Sector Strategic
Plan (FINSSP) in the early 2000s that enacted new
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regulations for banks, insurance, pensions and anti-
money laundering and upgraded the trading and
settlement infrastructure for capital markets, the
national payments system and accounting standards
(IMF 2011).

Like other countries, Ghana’s financial sector com-
prises both formal and informal institutions. The
formal sector is currently made up of 27 commercial
banks, 140 rural and community banks (RCBs), 337
microfinance programmes and 57 non-bank financial
institutions (NBFIs), including 23 S&L companies, 31
finance houses, two leasing companies and one mort-
gage finance company (Bank of Ghana 2013). These
institutions are regulated by the Bank of Ghana under
the Banking Act 2004 (Act 673). Many of them pro-
vide services in urban and semi-urban areas, largely
concentrated around the major urban centres of the
Greater Accra, Ashanti and Eastern regions, with little
outreach to rural and remote areas.

Commercial banks are the largest financial institu-
tions in the country and represent about 85 per cent
of total banking assets. They prefer to extend credit to
the commercial and financial sectors (27 per cent), the
services sector (26 per cent) and the manufacturing
sector (11 per cent), which collectively accounted for
the major part of outstanding credit in 2012. Com-
mercial banks are estimated to reach only about 5
per cent of households, most being excluded by high
minimum deposit requirements.

The RCB network reached about 2.8 million depositors
and 680,000 borrowers in 2010. Clients consist mostly
of farmers, government employees and small and micro
entrepreneurs. Between 2000 and 2008, the number
of depositors grew at an average annual rate of 14 per

cent, while the number of borrowers grew at an aver-
age annual rate of 27 per cent.Women accounted for 45
per cent of depositors and 45 per cent of borrowers in
RCBs in 2007 (African Development Bank 2010).

Rural banks, S&L companies and the semi-formal and
informal financial systems play a particularly impor-
tant role in Ghana’s private sector development and
poverty reduction strategies (Steel and Andah 2003).
The country’s informal and semiformal financial
institutions include 433 credit unions, 8o financial
NGOs and about 4,000 susu12 collectors. These insti-
tutions, together with the RCBs, represent about 5
per cent of the total banking assets and account for
about half of the total banking outlets in the country.
They are especially significant in the rural areas (Nair
and Fissha 2010).

A survey in 2009 by AudienceScapes on access to
financial services in Ghana revealed that 40 per
cent of the extreme poor, 29 per cent of women and
27 per cent of the youth had no access to banking
services. Residents in the more remote and/or rural
regions were less likely than those in less remote or
more urban areas to access and use financial services.
In an effort to widen the reach of financial services,
the Bank of Ghana issued Guidelines for Branchless
Banking in 2008 that authorized deposit-taking insti-
tutions to offer financial services through non-bank
agents. Furthermore, since January 2009, there is
an approved National Strategy for Financial Literacy
and Consumer Education in the Microfinance Sector
(MFTransparency 2011).

In Ghana, market interest rates prevail, and the range
of interest rates in 2010 (the survey year) is presented
in Appendix Table As.
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3.3
India

India has a long history of credit and banking that
goes back to pre-colonial times and whose influence
is still reflected in the current system. Formal credit
from bankers was used to finance trade and utilized
by the nobles and the state. Informal credit from mon-
eylenders financed the credit needs of rural people in
a largely agrarian economy. The Reserve Bank of India
(RBI) was created in 1935 and played an important
role in building the Cooperative Credit Structure that
gradually evolved two arms, one for short-term credit
and one for investment credit. Fisher and Sriram
(2002) posit that, between the 1950s and mid-1960s,
cooperatives were seen as the preferred method to
deliver credit to rural areas. In the 1970s and 1980s,
commercial banks and regional rural banks were the
preferred method, while the pre-reform period of the
early 1990s saw the emergence of microfinance insti-
tutions and self-help groups.

In the mid-1990s, India began to implement reforms
in the financial sector, following a financial crisis and
research that revealed a large portion of the rural
population was excluded from formal banking and
credit despite the existence of many rural financial
institutions (RFI). The reforms sought to increase
outreach to the poor, stimulate additional credit flows
to the sector, change the incentive regime by liberal-
izing interest rates for cooperatives and Regional Rural
Banks (RRB), relax controls on where, for what purpose
and to whom the RFIs could lend, introduce prudential
norms and restructure and recapitalize RRBs.

Today, India’s financial sector consists of a mix of for-
mal, semi-formal and informal institutions, with an
intrinsic dominance of informal ones (see Appendix
Table A6). According to the last round of the All India
Debt and Investment Survey (AIDIS) estimates, total
cash debt in India in 2002 stood at 57 per cent from
institutions and 43 per cent from informal sources
(Government of India 2005).13 In Karnataka, these
figures were 67 per cent and 33 per cent, respectively.
Nationally, 31 per cent of borrowers resort to fam-
ily and friends for credit, while only 27 per cent are
able or choose to access formal credit. Among all
the sources of informal credit, the AIDIS estimates
that professional moneylenders dominate the credit
market over agricultural moneylenders and com-
mission agents. According to this source, around 36
to 38 per cent of the rural borrowers resort to mon-
eylenders, who charge approximately 46 per cent
interest per annum (compared to formal institutions,
which charge around 15 per cent per annum). About
61 per cent of borrowing from informal sources is for
unsecured expenditure, i.e.,, immediate consumption,
marriage and medical treatment expenses, whereas
72 per cent of formal borrowing is for the acquisition
of a house, agricultural production or a business and
is secured expenditure. In India, interest rates are also
market-determined, and the range in 2010 is shown in
Appendix Table A7.
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4.

SURVEY METHODOLOGY

The Gender Asset Gap project is a joint initiative of an international research team that has
collected individual-level asset data to calculate measures of the gender asset and wealth
gaps.14 The project has collected nationally representative data in Ecuador and Ghana and
data representative at the state level for Karnataka, India. All physical and financial assets are
included, including both formal and informal means of savings. The surveys also collected
information on formal and informal debt, although not on the terms of the loans.

The data collection involved two phases: qualitative
fieldwork and a quantitative assets survey.1s In the
qualitative phase, the primary methodology was focus
group discussions, complemented by interviews with
key informants and a compilation of the secondary
literature, including the study of marital and inheri-
tance regimes. The qualitative work was essential in
adapting the generic template of the survey instru-
ment to country-specific contexts.

The quantitative phase of the study involved the
implementation of surveys fielded between May
2010 and January 2011. Two survey instruments were
administered. The first collected data on household
demographics, livelihoods, consumption expenditure,
the inventory of physical assets owned by members of
the household (housing, agricultural land, other real
estate, livestock, agricultural implements, non-farm
businesses, consumer durables) and the identity of
the asset owners. The second instrument was admin-
istered separately to up to two adult members of the
household and collected information on ownership
of financial assets, debt and decision-making, among
other topics, besides collecting additional information
on physical assets.

In Ecuador, the sample of 2,892 households is repre-
sentative of rural and urban areas and the two major
regional geographic and population groupings of
the country: the sierra (highlands) and coast. A total
of 4,668 persons completed the individual question-
naire, including the financial assets section. In Ghana,

a total of 2,770 households were surveyed and 3,288
persons answered the individual questionnaire; the
survey is representative of the 10 administrative
regions of the country. In Karnataka, a total of 4,110
households were surveyed across the rural and urban
areas of nine districts covering all agro-climatic zones
of the state, and 7,095 individuals completed the indi-
vidual questionnaire.

As previously noted, the survey interviewed up to two
adults (aged 18 or above) per household. The primary
respondent was the person most knowledgeable
about assets in the household; the secondary respon-
dent was the spouse (Ecuador) or, in some cases,
an adult member of the opposite sex who was also
considered knowledgeable about household assets
(Ghana and Karnataka).16

Information on debt was collected in both the house-
hold inventory and an individual-level debt module
that contained a number of detailed questions. The
household inventory in the three countries asked
whetherthere was aloan outstanding for the principal
residence, agricultural land, other real estate and non-
farm businesses and the amount of outstanding debt.
In Ecuador and Ghana, the loan refers primarily to the
acquisition of the asset, whereas in Karnataka, it refers
to whether that asset was used as collateral for a loan
related to its acquisition or another purpose. Since the
purpose of the loan was not systematically captured
in this case, there is a category for Karnataka on the
tables called ‘purpose unknown’, which comprises all
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those loans from the inventory for which information
on their purpose cannot be deduced. The household
inventory in the three countries did not solicit infor-
mation on who was responsible for the loan; thus in
the subsequent analysis we assume that these debts,
if no other information is available, are the responsi-
bility of the owner(s) of the particular asset.

The individual-level debt module collected informa-
tion on the current loans of each respondent.17 For
each loan, information was elicited on the source of
the loan, its purpose(s), if anyone else besides the
respondent was responsible for the loan, how much
was borrowed initially and how much is outstanding.
In addition, respondents were asked who decided to
take out the loan, what collateral was provided and to
whom the collateral belongs.18 Ecuador’s debt mod-
ule asked this information for all loans outstanding.
The individual debt modules of Ghana and Karnataka
by and large excluded the loans for the principle
residence, agricultural land, other real estate and busi-
nesses (since this information was asked in the asset
inventory), thereby only capturing detailed informa-
tion for expense debt plus some asset debt such as
for the purchase of consumer durables, livestock, etc.

Ecuador’s survey asked the debt questions in both the
household inventory and the individual questionnaire,
which led to duplicating some information as well as
to some inconsistencies. The enumerators were not
always consistent in reporting loans in the individual
questionnaire if they were included in the inventory
and thus some information was lost; however, more
information on debt was captured on the major
assets as a result of having asked about this in both
the household inventory and individual questionnaire.

In all three surveys, since respondents were asked
about their own individual debts separately and
in private, it was sometimes difficult to determine
whether couples, for example, were referring to the
same loan or to different ones (or, in the case of Ecua-
dor, to the debt already reported for a major asset
in the household questionnaire). A major problem is
that, unlike the immovable assets owned by someone
in the household, loans were not given a unique iden-
tifier that would allow them to be traced among the
different modules of the questionnaire. As a result, in
Ecuador’s case, this error in the design of the survey
entailed a lengthy process of reconciliation of the
information at the data cleaning stage.19
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5.

A PROFILE OF HOUSEHR

OLD

AND INDIVIDUAL DEBT IN

ECUADOR, GH

ANA AND

KARNATAKA,

NDIA

This section provides descriptive information on household and individual debt in the three
countries—including the purpose of the loan, its source and who decided to take it out—as
well as on debt-to wealth-ratios. This analysis sets the stage for the subsequent section’s
formal econometric tests of the relationship between prior asset ownership and debt.

5.1
Household debt

Table 1 shows the percentage of households with
debt in the three countries by purpose of the loan,
e.g., whether the loan was used to acquire an asset
(including working capital) or to cover an expense
such as daily expenses or a health need.2o The first
issue to note is that almost 64 per cent of households
in the Karnataka sample have at least one type of debt
(‘any debt’), compared to 47 per cent in Ecuador and
just under 28 per cent in Ghana.21 A greater share
of households in Karnataka (30 per cent) also report

expense debt compared to the other two countries (19
per cent in Ecuador and 12 per cent in Ghana). Most
relevant to this study is debt for asset accumulation.
Thirty-four per cent of households in Ecuador and 28
per cent in Karnataka borrowed to acquire an asset,
compared to just 17 per cent in Ghana. In Ecuador and
Ghana, the share of households holding asset debt
exceeds households holding expense debt, while this
share is fairly close in Karnataka.

TABLE 1.
Percentage of households with debt by purpose of loan

Purpose Ecuador
Asset debt? % 34.0
n 983
Expense debt® % 19.4
n 561

Karnataka
17.3 28.2
376 153
1.6 29.7
251 1214
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Purpose Ecuador Karnataka
Purpose unknown® | % NA 0.9 26.8
n NA 21 1094
Any debt % 47.0 275 63.8
n 1,358 597 2,608
Totaln 2,892 2,169 4,088
Notes:

a Includes loans for asset acquisition and/or working capital.

b Includes loans for education, health, daily expenses, debt repayment, celebrations and other.
c Includes loans where an asset has been used as collateral but whose purpose is unknown and other loans that cannot be

attributed to a specific purpose.

d Any debt is not a sum but a category that captures households that hold either or both asset and expense debt.

However, the burden of this debt differs considerably
among households that are asset rich and those that
are asset poor.22 Table 2 reports the incidence of debt
outstanding for households in each wealth quintile and
by purpose of the loan, with asset loans disaggregated
by type. In all three countries, a greater proportion of
richer households than poorer households have any
debt.Similarly,a greater share of richer households hold
asset debt compared to poorer households. However,
the reverse is the case for expense debt, with a higher

share of poorer households than richer households in
all three countries holding this. In Ecuador, 49 per cent
of households in the richest quintile have asset debt
compared to 20 per cent of households in the poorest
quintile, while 23 per cent of households in the poorest
quintile have expense debt compared to 16 per cent
of households in the richest quintile. In Ghana, the
pattern is similar to Ecuador’s for asset debt; however,
the proportions of rich and poor households who hold
expense debt do not differ much.

TABLE 2.

Percentage of households reporting debt by quintile and purpose (%)

Purpose

Quintile

Ecuador
Dwelling/lot 0.3
Agricultural land 0.0
Other real estate 2.4
Business 5.2
Agricultural equip. & installations 0.2
Livestock 03

5.2 6.1 1.4 16.8 8.0
0.2 0.5 0.5 1.2 0.5
1.2 2.6 2.1 4.7 2.6
8.5 12.3 13.5 20.8 12.0
05 30.0 0.2 1.0 0.4
0.7 03 07 0.9 0.6
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Purpose Quintile

Agricultural inputs 0.0 1.9 2.6 0.5 0.9 1.2
Consumer durables 12.6 16.3 13.3 1.2 10.0 12.7
Vehicles 03 0.5 1.9 4.3 7.6 2.9
Asset debt 20.4 31.0 33.4 36.4 48.8 34.0
Expense debt 23.3 22.5 18.5 16.9 15.7 19.4
Any debt 38.9 45.7 45.8 473 57.1 47.0
Ghana
Dwelling/lot 0.0 0.5 0.2 0.5 0.7 0.4
Agricultural land 0.0 0.2 0.0 0.9 0.7 0.4
Other real estate 0.0 0.2 0.2 1.6 12 0.7
Business 2.1 3.2 5.9 7.4 8.0 5.3
Agricultural equip. & installations 0.2 0.0 0.7 1.2 2.1 0.8
Agricultural inputs 4.6 5.5 7.8 8.1 7.4 6.7
Consumer durables 2.8 3.7 5.8 5.3 3.5 4.2
Vehicles 0.0 0.0 0.2 0.0 0.7 0.2
Asset debt 10.2 1.8 19.4 21.4 21.4 17.3
Expense debt 10.2 12.2 14.3 1.3 9.9 1.6
Purpose unknown 0.7 1.2 o.7 1.2 1.2 0.9
Any debt 19.6 23.0 32.2 31.6 31.1 27.5
Karnatakaa
Dwelling/lot 17 6.0 6.7 1.9 12.5 10.5
Agricultural land 0.0 0.2 0.9 23 3.6 1.2
Other real estate 0.0 0.2 0.7 0.8 23 0.8
Business 2.2 1.5 1.6 1.8 3.2 2.1
Agricultural equip. & installations 0.1 0.5 1.7 13 3.7 1.6
Livestock 15 22 2.9 2.1 1.0 1.9
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Purpose

Agricultural inputs 0.8
Consumer durables 1.9
Vehicles 0.4
Asset debt 17.3
Expense debt 33.2
Purpose unknown 6.5
Any debt 48.8

Quintile

1.9 6.6 9.6 8.1 5.5
12.4 10.4 9.8 7.9 10.1
0.7 1.0 0.8 0.8 0.8
22.9 21.9 33.5 32.2 28.2
32.7 33.9 27.5 211 29.7
13.0 25.5 36.7 49.6 26.8
56.0 68.1 72.4 7.9 63.8

Karnataka’'s pattern of asset and expense debt fol-
lows these trends. There is also a secular increase
in the incidence of loans for which the purpose was
not recorded from 7 per cent in the poorest quintile
to almost 50 per cent in the richest quintile. This
is because the majority of these loans were taken
out as collateral against some asset, such as the
residence, land or businesses, though the purpose of
the loan was not recorded in the instrument. Given
that these assets were owned predominantly by the
wealthier quintiles, it stands to reason that the loans
against them would also be concentrated among
these quintiles.

Turning to the composition of asset debt (last column,
Table 2), different patterns emerge in the three sites,
although the acquisition of consumer durables is
an important reason for indebtedness in all three. In
Ecuador, the most frequent type of asset debt is for
the acquisition of consumer durables (13 per cent)
and businesses (12 per cent), followed by the principal
residence (8 per cent). In Karnataka, the acquisition of
consumer durables and the main dwelling is the most
frequent (around 10 per cent each), followed by agri-
cultural inputs (6 per cent). For Ghana, the acquisition
of inputs (for businesses and/or agriculture) leads
(7 per cent), followed by businesses (5 per cent) and
consumer durables (4 per cent).

Differences also exist within countries in the compo-
sition of debt held by households in different wealth
quintiles. For Ecuador, the most frequent type of
asset debt among the wealthiest households is for
businesses or the main dwelling, while among the
poorest households it is for the acquisition of con-
sumer durables; the differences among rich and poor
also stand out in terms of the acquisition of vehicles.
For Ghana, the greatest contrast is for the acquisition
of businesses. For Karnataka, the most frequent asset
debt of the richest households is for a dwelling and
agricultural inputs, whereas for the poorest—as in
Ecuador—it is most frequently for the acquisition of
consumer durables.

The components of expense debt vary by country
and quintile and are shown in Appendix Table A8.
With respect to country patterns, in both Ecuador and
Ghana, the largest share of expense debt is related to
daily needs (food, utilities, rent and clothing), followed
by health and education expenses. In contrast in Kar-
nataka, the largest share of expense debt is for health
expenses and those associated with celebrations,
such as marriages (including dowry) and funerals.
Only in Ecuador did debt repayment (taking out a new
loan to repay a previous loan) constitute a notable
purpose, although it accounts for only 3 per cent of
total loans.23
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By rank ordering, households in the poorest quintile
in Ecuador primarily incur expense debt to cover daily
needs, health, education and debt repayment; those in
the richest quintile borrow for daily needs, education,
other expenses and health. Households in Ghana'’s
richest quintiles borrow to cover education, daily
expenses and health, whilst those in the poorest quin-
tiles borrow to meet health expenses, daily expenses
and education.

In Karnataka, 19 per cent of households in the poor-
est quintile borrow to meet health expenditure, 13 per
cent to meet the expenses of social and religious cer-
emonies and 8 per cent for education expenses. The
proportion of these households borrowing for day-
to-day household maintenance and for repayment of
earlier debts is quite low. Among households in the
wealthiest quintile, the picture is not too different
except for the lower incidence of borrowing to meet
health expenses, at 7 per cent. Similar to the poorest
quintile, 8 per cent of these households borrow for

education, 11 per cent for ceremonies and 2 per cent
for routine household maintenance expenses. In
sum, what the three countries have in common is the
prominent role of health expenses in expense bor-
rowing among poorer households and the incidence
of this type of borrowing being greater among poorer
as compared to wealthier households.

The mean amount of outstanding household debt,
shown in Table 3, follows a similar pattern to the inci-
dence of household debt. Households in the richest
quintile hold greater amounts of debt, on average,
than households in the poorest quintiles, and mean
debt increases nearly monotonically from the poorest
to the richest quintile in each country. There is some
variation across quintiles, however, for asset and
expense debt. For instance, households in quintile 2 in
Ecuador have greater mean expense debt than those
in quintile 3, and households in quintile 1 in Ghana
have slightly greater mean asset debt than those in
quintile 2.

TABLE 3.

Mean amount of household debt outstanding by quintile and purpose (US$ 2010 PPP)a

Purpose Quintile
(0]
(0]
Ecuador
Asset debt Mean 443
Positive n 15
Expense debt Mean 401
Positive n 132
Unallocated debtb Mean 313
Positive n 4
Any debt Mean 467
Positive n 225

Q3

764 1,221 3,429 7355 3,290
175 186 205 277 958
641 609 985 1,834 825
127 101 95 85 540
1,259 685 2,000 2,408 1,330
2 6 4 g 21

831 1,113 2,068 6,744 2,689
262 263 271 327 1,348
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Purpose Quintile

O1
(0]
Ghana
Asset debt Mean 231 205 385 818 1,724 799
Positive n 43 52 83 94 95 367
Expense debt Mean 100 229 233 352 793 325
Positive n 43 51 59 46 40 239
Unallocated debtb Mean NA 230 868 NA NA 549
Positive n o 2 2 (] o 4
Purpose unknown Mean 795 289 m 693 136 423
Positive n 3 5 3 5 3 19
Any debt Mean 201 235 344 726 1,530 650
Positive n 83 103 139 133 128 586
Karnataka
Asset debt Mean 2,634 4,795 4,568 7,145 17,285 8,204
Positive n 124 201 278 327 301 1,231
Expense debt Mean 4,857 5,252 4,800 6,023 12,516 6,099
Positive n 215 251 265 222 131 1,084
Unallocated debtb Mean 3,727 7,220 4,023 7192 16,340 7,765
Positive n 50 54 70 82 63 319
Purpose unknown Mean 2,841 2,062 2,062 7,785 23,310 12,028
Positive n 48 108 228 317 393 1,094
Any debt Mean 4,678 6,272 6,378 10,736 28,967 12,138
Positive n 362 477 61 627 588 2,665
Notes:

a The conversion of Karnataka’s mean estimates utilizing the PPP index results in much higher mean values than would be
the case using 2010 exchange rates, while for Ghana either conversion rate gives similar values; Ecuador’s currency is the US
dollar.

b Unallocated debt refers to debt whose value cannot be attributed to either an asset or an expense debt alone since the
purpose includes both.
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5.1.1
Household type

Table 4 presents the incidence of debt by household
type, disaggregated by the marital status and/or
living arrangements of the respondents. These are
characterized as either partnered (married or con-
sensual union) or non-partnered (separated, divorced,
widowed or single) depending on the status of the
principal adults.24 These categories are important:

households with two individuals (married or in a con-
sensual union) are presumably better able to borrow
and carry debt than those with a sole adult (what we
will term for short as ‘non-partnered households’)
since they always contain at least two adults who
may contribute to a household’s wealth through their
earnings or inheritances.25

TABLE 4.

Incidence of household debt by household type and purpose (%)

Purpose Household type

Non-partnered

males
Ecuador
Dwelling/lot 5.2
Agricultural land 0.0
Other real estate 2.6
Business 7.3
Agricultural equip. & installations 0.0
Livestock 1.0
Agricultural inputs 1.0
Consumer durables 7.3
Vehicles 2.6
Asset debt 21.8
Expense debt 1n.4
Any debt 311
n 193
Ghana
Dwelling/lot o5
Agricultural land 0.9

Non-partnered
females

Partnered

5.8 9.0 8.0
0.1 0.7 05
1.3 31 2.6
8.8 13.7 12.0
0.0 0.6 0.4
0.3 0.7 0.6
03 1.5 1.2
8.9 14.6 12.7
1.1 3.6 2.9
23.8 38.9 34.0
16.7 21.2 19.4
37:5 51.9 41-.0
78 1,981 2,892
0.4 03 0.4
0.0 0.4 0.4
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Purpose

Other real estate
Business
Machinery

Inputs

Consumer durables
Vehicles

Asset debt
Expense debt
Purpose unknown
Any debt

n

Karnataka
Dwelling/lot
Agricultural land
Other real estate
Business
Agricultural equip. & installations
Livestock
Agricultural inputs
Consumer durables
Vehicles
Asset debt
Expense debt
Purpose unknown
Any debt

n

Household type

Non-partnered
males

0.2
23
o5
35
2.9
0.2
10.4

9.7

205

434

5.1

101

26.8
287
31

585

260

Non-partnered
females

03
5.2
0.1
5.2
4.7
0.0
14.7
10.0
0.9
24.3

728

0.4

0.6

07
2.0
2.4
10.5
0.0
17.2
234
145
432

720

Partnered

9.1
4.4
03

21.2

135

31.9

1,007

93
2.1
0.8

2.1

103
0.9

29.7
30.2
29.0
69.1

3,106

0.6
53
0.8

6.7

0.2
16.8
1.6
1.0
27

2,169

10.7

55

10.2
0.8

28.2
29.7
26.8
63.8

4,086
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In Ecuador, 52 per cent of partnered households hold
any debt compared toonly 38 per cent of non-partnered
female households and 31 per cent of non-partnered
male households. Following the general trend, all three
types are more likely to hold asset debt than they are to
hold expense debt. The main difference worth noting
is that the households of non-partnered females are
more likely to hold expense debt compared to those
of non-partnered males. Disaggregating asset debt,
Table 4 shows that 14 per cent of partnered households
hold debt for a business and g per cent for a dwelling/
lot, whereas only 9 per cent of those of non-partnered
females and 7 per cent of those of non-partnered
males have a business loan, and 6 per cent of those of
non-partnered females and 5 per cent of those of non-
partnered males have a home loan.That non-partnered
women have a higher incidence of debt for homes and
businesses than non-partnered men is not surprising
given that more females than males in Ecuador indi-
vidually own homes and businesses (Doss et al. 201a).
Very few households in Ecuador have debt for agricul-
tural land given that the population of the country is
predominantly urban.

In Ghana, 32 per cent of partnered households hold
some form of debt compared to only 24 per cent
of non-partnered female and 21 per cent of non-
partnered male households. All household types
hold more asset debt than expense debt (but again,
the fraction of households with this type of debt in
each category is small). With respect to asset debt,
7 per cent of partnered households and 5 per cent

of non-partnered female households hold a busi-
ness loan. A slightly larger share of non-partnered
female households borrows for consumer durables
than non-partnered male and partnered households.
In Karnataka, non-partnered male and partnered
households have similar borrowing behaviour: 69
per cent of partnered households and 59 per cent of
non-partnered male households have debt compared
to 43 per cent of non-partnered female households.
Interestingly, a greater fraction of both non-partnered
female and male households hold expense debt than
asset debt when compared to partnered households,
where the proportions holding asset and expense
debt are similar.

The mean amounts of debt held by each type of
household (Table 5) follow a similar pattern to the
incidence results discussed above, albeit with some
small differences. Non-partnered male households
in Ghana have greater mean total debt than non-
partnered female households but less mean debt
than partnered households; this pattern holds for
asset debt as well. In Ecuador, non-partnered female
households have about the same total mean debt but
greater mean asset debt than non-partnered male
households, although less mean total and asset debt
than partnered households. In Karnataka, non-part-
nered male households have greater mean total debt
than all other household types; the mean asset debt
of partnered and non-partnered male households is
similar. Non-partnered female households show the
lowest amount of debt in all categories.

TABLE 5.

Mean amount of household debt outstanding by household type and purpose (US$ 2010 PPP)

Purpose
Non-partnered males

Household type

Non-partnered Partnered

females
Ecuador
Asset debt Mean 1,765 2,065 3,638 3,290
Positive n 41 163 754 958
Expense debt Mean 830 642 875 825
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Purpose

Non-partnered males

Unallocated
debt

Any debt

Positive n

Mean

Positive n
Mean

Positive n

Mean household size

Ghana
Asset debt

Expense debt

Unallocated
debt

Purpose
unknown

Any debt

Mean
Positive n
Mean
Positive n

Mean

Positive n

Mean

Positive n
Mean

Positive n

Mean household size

Karnataka
Asset debt

Expense debt

Unallocated
debt

Purpose
unknown

Any debt

Mean
Positive n
Mean
Positive n

Mean

Positive n

Mean

Positive n
Mean

Positive n

Mean household size

Household type

Non-partnered Partnered
females

22

NA

1,536
59
2.5

557
42
341
4
NA

102

450
34
1.6

8,660
70
6,367
66

12,704

14,584

80
14,685
158
3.8

13
430

1,544
267

3.6

391
109
77
7
83

650

331

180

2.7

4,388
133
3,777
157
3,345

24
7728

106
6,388
325
3-4

405
1779

3,055

1,022

4.5

1,067
216
402
127
705

384

881

320

53

8,667
1028
6,502
861

7,964

285

12,305

908
12,810

2,182

5.1

540
1330

21
2,689
1,348
4.2

810
367
325
239
549

423

650
586
37

8,204
1,231

6,099
1,084

7,765

319

12,028

1,094
12,138
2,665

4.7
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As expected, the mean size of partnered house-
holds exceeds that of non-partnered households
in all three countries. In Ecuador, total mean per
capita debt in partnered households also exceeds
that of non-partnered households. In Ghana and
Karnataka, total mean per capita debt is greater in
non-partnered male households than in the other
types, perhaps because of their very small size or
large differences in mean debt amounts.

We also examined the incidence of the different
kinds of debt and household type by quintile (Appen-
dix Table Ag). For Ecuador, the incidence of any debt
follows the expected pattern by quintile, with a
greater share of richer households than poorer ones
holding some form of debt, irrespective of whether
the households are characterized as that of a non-
partnered woman or man or partnered couples,
although the relation is not always perfectly linear.
This is the case for Karnataka as well, although non-
partnered male households are differentiated by the
high incidence of any debt among the top 8o per cent
of these households in comparison to the bottom 20
per cent.In Ghana, the highest incidence of any debt
is reported by non-partnered female households in
the second and third quintiles.

Our primary interest in examining the incidence of
debt by household type and quintile is to ascertain

5.2
Individual level debt26

Moving to the individual level gives a different picture
than the profile of debt at the household level. As Table
6 shows, in all three countries, more men than women
hold debt for any purpose: 44 per cent compared to
35 per cent in Ecuador, 61 per cent compared to 34 per
cent in Karnataka and 21 per cent compared to 19 per

whether poorer households with non-partnered
women are more likely to have expense debt than
those with non-partnered men. This hypothesis
is supported for Ecuador for both quintiles 1 and 2,
although the highest incidence of debt is found
among partnered households in these quintiles.
It is not supported by the evidence for Ghana or,
particularly, Karnataka. While non-partnered female
households in quintile 1 in Ghana have a slightly
higher incidence of expense debt than their male
counterparts, this tendency is reversed in quintile 2.
In Karnataka, non-partnered male households have
only a slightly higher incidence of expense debt in
quintile 1, but a much higher incidence than non-
partnered female households in quintile 2.

In sum, the analysis by household type reveals, across
countries, that partnered households are more likely
than those with non-partnered women or men as
the principal adult to hold any debt and to have
greater amounts of debt on average. In Ecuador
and Ghana, female non-partnered households are
more likely than male non-partnered households to
hold any debt, whereas the opposite is the case in
Karnataka. Nonetheless, in all three sites, the mean
amount of any outstanding debt is greater for male
non-partnered households, though only notably so
in Karnataka.

cent in Ghana. These differences are only statistically
significant in Ecuador and Karnataka. The pattern also
holds for asset and expense debt, with the exception
of Ghana, where slightly more women hold asset debt
than men (although the difference is not statistically
significant).27
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TABLE 6.

Percentage of respondents with debt by purpose of loan and sex

Purpose Ecuador Karnataka
Men | Women | Total | Men | Women | Total | Men Women | Total
% 32.7 241 27.8 1.8 12.2 12.1 23.2 14.1 19.6
Asset debt
n 657 640 1,297 175 219 394 733 512 1,254
[
Expense % 15.8 13.9 14.7 9.3 71 8 26.5 18.2 21.7
debt n 317 370 687 138 127 265 761 580 1,341
0,
Purpose % 0.5 0.6 0.6 0.6 0.7 0.6 25.4 5.2 14.8
unknown n 10 16 26 10 1 21 863 196 1,059
% 44.3 34.7 38.8 20.9 18.9 19.9 60.8 33.6 46.5
Any debt
n 892 921 1813 310 338 648 2,064 1,272 3,336
Total n 2,012 2,656 4,668 1,481 1,790 3,271 3,393 3,789 7182
Notes:* p <.10; " p <.05; " p<.01

Similarly,the mean amount of total debt held by men
is greater than the mean amount held by women; in
Ecuador, the mean amount of female debt is about
75 per cent of male debt, while in Karnataka mean
female debt is only about 40 per cent of mean
male debt. In the case of Ghana, mean female debt
is 38 per cent of the mean debt for males (Table 7).

Similarly, the mean asset debt held by men is greater
than for women, and the gender differences in mean
debt and mean asset debt are statistically signifi-
cantin all three countries.28 Men also hold a greater
mean amount of expense debt in all three countries,
although the difference is not statistically significant
in Ecuador.

TABLE 7.

Mean amount of respondent debt by purpose of loan and sex (US$2010 PPP)a

Purpose Ecuador Ghana Karnataka

Men | Women | Total Men | Women | Total | Men Women | Total
Asset Mean 2,641 | 2,047 2,349 1,198 433 759 3,691 1,600 2,938
debt Positive n 644 622 1,266 166 218 384 733 413 1,146
Expense Mean 732 604 663 436 177 309 2,449 1,440 2,024
debt Positive n 306 352 658 128 123 251 669 488 1,157

AN ANALYSIS OF GENDER, DEBT AND ASSETS IN 39
ECUADOR, GHANA AND KARNATAKA, INDIA



Purpose Ecuador Karnataka

Unal- Mean 2,017 581 1,098 566 355 439 3,543 1,m 2,925
located
debt Positive n 9 16 25 2 3 5 175 89 264
Purpose | Mean NA NA NA 374 458 423 | 6356 3,742 5,815
un-
known Positive n o o o 8 1 19 570 149 719
Mean 2,198 1,636 1,912 880 335 589 5,183 2,089 4,039
Any debt
Positive n 884 914 1,798 294 338 632 2,223 1,303 3,526
Totaln 2,012 2,656 4,668 1,481 1,790 3,271 3,660 4,170 7830
Notes:

a Includes respondents who answered the debt module but for whom some values of debt may be missing.
*p<a0;* p<.os; T p <ol

5.2.1
Who is responsible for debt repayment?

Studies of borrowing rarely consider who is responsi-  partner (e.g., a father and son, a woman and her sis-
ble for the repayment of a loan.Loans can be takenout  ter or the couple with someone else). Table 8 reports
by women individually, men individually, by the couple ~ who is responsible for the loan by its purpose (asset
or by awoman and/or a man with others besides their ~ versus expense).

TABLE 8.

Who is responsible for the loan by purpose and amount outstanding (US$ 2010 PPP)

Purpose Who is responsible
Man alone
Vo sore Jcome—Jomanes |
ECUADOR
Asset loans
Total # loans 467 366 344 51 1,228
% loans 38.0 29.8 28.0 4.2 100
Mean 2,198 1,464 4,68 3,487 2,583
Positive n 462 364 340 51 1,217
Expense loans
Total # loans 214 251 17 1 593
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Purpose Who is responsible

Man alone
3611 423 19.7 1.9

% loans 100
Mean 757 626 898 973 733
Positive n 213 249 115 1 588
Unallocated
Total # loans 8 12 8 3 31
% loans 25.8 38.7 25.8 9.7 100
Mean 3,809 431 2,213 317 1,683
Positive n 7 12 8 3 30
GHANA
Asset loans
Total # loans 194 244 1 8 457
% loans 42.5 53.4 2.4 1.8 100
Mean 1,073 312 1,135 605 654
Positive n 183 239 1 8 441
Expense loans
Total # loans 145 133 10 15 303
% loans 47.9 43.9 33 4.9 100
Mean 365 158 178 374 265
Positive n 136 133 10 14 203
Unallocated
Total # loans 4 4 o o 8
% loans 47.9 43.9 0.0 0.0 100
Mean 378 266 o [e) 314
Positive n 3 4 o o 7
Purpose unknown
Total # loans 8 10 o o 18
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Purpose Who is responsible

Man alone
W_
44.4 49.6 0.0 0.0

% loans 100
Mean 373 165 o o 251
Positive n 7 10 o o 17
KARNATAKA
Asset loans
Total # loans 937 224 389 158 1708
% loans 54.9 13.1 22.8 9.3 100
Mean 3,455 2,125 2,025 4,163 3,019
Positive n 926 219 388 155 1,688
Expense loans
Total # loans 696 226 434 141 1497
% loans 46.5 15.1 29.0 9.4 100
Mean 2,031 1,298 2,287 4,282 2,206
Positive n 696 226 430 141 1,493
Unallocated
Total # loans 244 34 96 4 415
% loans 58.8 8.2 23.1 9.9 100
Mean 3,201 942 2,552 3,91 2,935
Positive n 243 34 96 41 414
Purpose unknown
Total # loans 1,056 193 46 159 1,454
% loans 72.6 13.3 3.2 10.9 100
Mean 4,875 4,345 2,287 4,713 4,709
Positive n 1,040 185 44 150 1,419
Some interesting observations emerge from thistable. ~ are responsible for 30 per cent and couples together

First, in Ecuador, men alone are responsible for 38 per ~ who are responsible for 28 per cent. However, in value
cent of all asset loans, compared to women alone who terms, couples and joint others who are responsible
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for the loan have a greater mean asset debt burden
(54,168 and $3,487, respectively) than either females or
males who do so alone. In Ghana, women alone hold
53 per cent of asset loans, compared to 43 per cent for
men alone and 2 per cent for couples. Similar to Ecua-
dor, however, couples have a greater mean burden of
asset debt than either males or females alone ($1,135
versus $1,073 for men and $312 for women). The pat-
tern is quite different in Karnataka, where men alone
hold 55 per cent of asset loans (with a greater mean
amount outstanding), compared to women who hold
13 per cent and couples who hold 23 per cent (with
similar mean amounts outstanding to women).

An analysis of expense loans reveals some different
patterns. In Ecuador, women alone hold 42 per cent
of expense loans, while men alone hold 36 per cent

5.2.2
Sources of loans

Table 9 shows the distribution of the source of the
loans to the women, men and couples in our sample.
One clear factor differentiates Ecuador from Ghana
and Karnataka, where the overwhelming share of
loans is from informal sources (87 and 85 per cent,

and couples hold 20 per cent. The mean outstanding
amount of couples’ expense loans ($898) is greater,
however, than the mean outstanding amount of
expense loans held by males alone ($757) and females
alone ($626). In Ghana, men alone are responsible for
48 per cent of expense loans compared to women
alone, who are responsible for 44 per cent, followed
by joint others who have 5 per cent. Yet, joint others
have the largest mean expense loans ($374), followed
by males alone ($365) and females alone ($158). In
Karnataka, the pattern of expense loans is different:
men alone and couples hold the majority (47 per cent
and 29 per cent, respectively) followed by women
alone and joint others (15 per cent and 9 per cent,
respectively). The amount of mean debt outstanding
is greatest for joint others, followed by couples and
males alone.

respectively). By contrast, in Ecuador this source
makes up less than one third of the loans. Common
to the three countries is that among informal sources,
family and friends are crucially important.

TABLE 9.

Distribution of source of loan by who is responsible for the loan (%)

Who is respon5|ble
Woman Couple Joint
alone alone others

ECUADOR
State bank 13.0 8.0
Private bank 13.2 10.6
Cooperative/CU 10.5 1.1
Other private/NGO 1.8 6.0

6.6 14.0 9.7
23.8 16.0 15.1
21.2 16.0 13.6
2.9 10.0 3.7
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Who is responsible

Man Woman Couple Joint

alone alone others
Business/storea 26.9 26.3 201 30.0 25.1
Credit card 5.0 4.4 1.8 0.0 3.9
Sub-total formal 70.4 66.4 76.4 86.0 711
Informal group 03 23 1.5 0.0 1.3
Moneylender 4.0 4.6 33 4.0 4.0
Employer 3.4 1.0 0.9 0.0 1.8
Friend 12.4 12.4 6.8 8.0 10.9
Family 83 12.7 10.8 2.0 10.3
Other 1.2 0.5 0.2 0.0 0.7
Sub-total informal 29.6 33.5 23.5 14.0 29.0
Total 100 100 100 100 100
n 676 612 453 50 1,791

GHANA

Bankb 9.0 5.8 14.3 12.0 7.7
Cooperative/CU 1.9 2.0 0.0 0.0 1.8
Other private/NGO 1.2 03 0.0 0.0 0.7
Microfinancec 2.2 23 9.5 4.0 2.5
Sub-total formal 14.3 10.4 23.8 16.0 12.7
Informal group 0.6 0.9 0.0 0.0 0.7
Moneylender 1.2 17 0.0 0.0 1.4
Employer 1.5 1.5 0.0 4.0 1.5
Shopa 7.4 14.5 14.3 4.0 10.9
Friend 63.0 57.8 47.6 40.0 59.2
Family 1.4 13.0 14.3 36.0 131
Other 0.6 0.3 0.0 0.0 0.4
Sub-total informal 85.7 89.7 76.2 84.0 87.2
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Who is respon5|ble
Woman Couple Joint
alone alone others

Total 100 100
n 324 346 21 25 716
KARNATAKA
State bank 7.0 3.3 6.9 7.7 6.5
Private bank 2.7 1.8 3.4 27 2.8
Cooperative 1.4 0.9 0.6 1.4 11
Other private/NGO 2.1 12.7 6.2 4.9 5.0
Sub-total formal 13.2 18.7 17.1 16.7 15.4
Informal group 5.2 285 18.2 10.4 12.4
Moneylender 24.9 10.9 18.9 281 21.6
Employer 8.7 1.5 7.8 6.8 8.7
Shopa 1.8 1.2 0.8 1.8 1.4
Friend 34.0 17.6 20.4 19.0 26.7
Family 12.0 1.5 16.8 17.2 13.7
Other 0.2 0.0 0.0 0.0 0.1
Sub-total informal 86.8 81.2 82.9 83.3 84.6
Total 100 100 100 100 100
n 1,094 330 529 221 2,174

Notes: Percentages may not add up due to rounding.

a For Ecuador, business and store credit is classified as formal since it consists primarily of instalment credit for appli-
ance and vehicle purchases as well as direct financing of dwellings by developers. For Ghana and Karnataka, shop
credit is overwhelmingly informal credit granted by small entrepreneurs.

b Ghana did not distinguish between public and private banks.

¢ Microfinance is only reported separately for Ghana. In Ecuador, it is offered by private banks, S&L cooperatives and
credit unions, as well as other private institutions such as NGOs. For Karnataka, microfinance has been allocated as
appropriate to the formal (other private/NGOs) and informal sector (informal credit groups, in the case of self-help
groups).
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The main source of loans in Ecuador is business/store
credit (25 per cent), provided primarily by department
stores for the purchase of consumer durables or
vehicle dealerships on instalments.2g This is followed
by loans from private banks, S&L cooperatives (or
credit unions), friends and then family members.30
In Ghana, loans by friends predominate (59 per cent),
followed by those from family members, shops and
private banks. In Karnataka, friends are also the most
common source of loans (27 per cent), though these
are followed in frequency by moneylenders, then fam-
ily members and finally informal credit groups.

In Ecuador, the main source of loans varies by who in
the household holds the debt; business/store credit
is the primary source for women and men who hold
loans alone, while couples borrow more frequently
from private banks and S&L cooperatives than from
other sources. After store credit, men turn to state and
private banks followed by friends, whereas women
turn to family and friends followed by S&L coopera-
tives and private banks. In Ghana, the main source of
loans for all borrowers is similar: friends followed by
family members. Banks are a less regular source of
finance for couples, joint others and males alone; cou-
ples and women alone also use shop credit relatively
frequently.In Karnataka, men alone rely on friends and
then on moneylenders and family. Friends are also the
most important source for couples, with informal
credit groups and moneylenders being almost equally
important. Women alone rely largely on informal
credit groups, followed by friends and NGOs. Joint oth-
ers use moneylenders, followed by friends and family.

In light of the popularity of microfinance and the
attention to it in the literature, it is noteworthy that
microfinance institutions are not the main source of
debt for respondents in any of the three countries,
with the exception of women and to a lesser extent
couples in Karnataka. In this state, microfinance has
been allocated as appropriate to the formal (other
private/NGOs) and informal sector (informal credit
groups, in the case of self-help groups). These informal
credit groups are more important here than formal
microfinance programmes and relatively more impor-
tant than in the other two countries. Nonetheless,

overall, these informal microfinance groups are
less important than other informal sources such as
friends and moneylenders. For Ecuador, microfinance
is included in the category of other private/NGO
and also encompasses most of the lending by S&L
cooperatives and credit unions. If these are summed
together in Table 9, microfinance would constitute
around 17 per cent of the outstanding loans reported.
In addition, however, many private banks now have
microfinance programmes, so the reach of microfi-
nance is certainly greater than this figure (though still
less in scope than consumer credit provided directly
by businesses and stores).

Two factors distinguish Ecuador from Ghana and
Karnataka: the prevalence of consumer debt through
business/store credit and the recent growth of credit
card debt. Although credit card debt is not yet wide-
spread in Ecuador (representing only 4 per cent of
the source of debts, Table 9), in Ghana and Karnataka
it was not reported sufficiently to be included as a
source.31

Formal consumer credit facilities in Ghana (referred to
as ‘hire purchases’) are becoming more common for
the purchase of appliances and electronics; however,
these types of loans are usually provided by micro-
finance institutions or leasing companies and not
stores per se, hence are not revealed in Table 9. It is
primarily salaried workers, a relatively small share of
the population, who can avail themselves of these
facilities. In Karnataka, formal consumer non-bank
credit is still not very common, reflecting the fact that
modern retail represents a very low share of total
retail trade in India, an estimated 7 per cent in 2011
(Booz & Company 2013).

Figure 1 provides a sense of the relative importance of
the volume of credit from these different sources, con-
sidering the initial value of these loans. As expected,
in all three countries the formal sector makes up a
larger share of the total value than the total share
of loans, i.e.,, the mean size of loans is greater in the
formal sector.
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Figure 1a. Ecuador: Distribution of sources according to initial
loan values by who is responsible for repayment
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Figure 1b. Ghana: Distribution of sources according to initial
loan values by who is responsible for repayment
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Figure 1.c. Karnataka: Distribution of sources according to initial
loan values by who is responsible for repayment
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What stands out—and is new in this analysis—is
how the relative importance of formal sector loans is
magnified for female borrowers in all three countries
when considering the total value of loans versus the
share of loans. In Ecuador, the formal sector con-
stitutes 88 per cent of the value of total loans for
which women are responsible yet represents only 66

per cent of their total loans; the figures for Ghana
and India are 39 vs. 10 per cent and 42 vs. 17 per cent,
respectively. Thus, by value, banks in Ghana repre-
sent 25 per cent of the total value of loans for which
women are responsible and are the second most
important source of financing to women alone, after
friends. In Karnataka, state banks granted 27 per cent
of the total value of women’s loans and now appear
as the leading source of loans to them. For Ecuador,
in contrast, it is private banks that now appear as the
leading source of loans to women alone, displacing
store credit in the ranking.

In all three countries, once the value of loans is con-
sidered, the informal sector appears to be relatively
more important to men who are solely responsible
for loans than to their female counterparts, but for
different reasons. In Ecuador this is partly because of
the reliance of men on informal loans from employers,
a source to which women have less ready access. In
Ghana, men seem to rely on shop credit and friends.
In Karnataka men rely more heavily on moneylenders,
the traditional source of finance.
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5.2.3.
Who decides to borrow?

A question that is rarely addressed in quantitative sur-
veys is the decision-making process behind taking out
a loan. In several qualitative evaluations of microfi-
nance projects (especially in South Asia), women have
reported that their husband pushed them to take out
aloan for his use because he himself could not borrow
(Goetz and Sen Gupta 1996; Kabeer 2001).

Table 10 presents data for the three countries on who
decided to borrow by who is responsible for the loan. In

Ecuador and Ghana, loans for which a woman alone is
responsible are much more likely to have been decided
upon by the woman alone than loans for which a man
alone is responsible. This suggests that in these two
countries men are more likely than women to decide
jointly with someone else to take out their individual
loan. This could be because women who have loans
in their own names are more likely non-partnered
females, compared to men who have loans in their own
names who are more likely to be part of a couple.

TABLE 10.
Who decided to take out the loans by who is responsible for its repayment (%)

Ecuador
Ghana 793 86.4
Karnataka 54.1 53.4

Person(s) responsible made the decision to take the loan

65.8 83.2 92.5 62.0

76.2 12.0

91.4 82.5

Karnataka shows a contrasting pattern, with a much
lower share of loans where the individual responsible
made the decision alone to take out the loan. In other
words, here there appears to be more joint decision-
making on individual loans, irrespective of whether a
woman or a man is responsible for its repayment. Karna-
taka also has the lowest share of non-partnered female
households among the three countries, with the great
majority of both women and men being part of a couple.

We also examined decision-making on loans for
which couples are responsible and find that the deci-
sion to take out the loan was made by the woman
and man together in the majority of cases in all three
countries (Table 10). Ghana reports the lowest share
of joint decision-making on these joint loans; where
the decision was made by just one person, it was more
likely to have been the man (14.3 per cent) than the

woman (4.8 per cent) alone (these latter results are
not shown). Similarly, in Karnataka, the share of these
joint loans where the decision was made by the man
(5.4 per cent) exceeds those made by the woman (2.6
per cent) alone. In Ecuador, we find just the opposite
trend. In the few cases where the couple together did
not make the decision, it was slightly more likely that
the decision was made by the woman alone (3.5 per
cent) than the man alone (2.9 per cent).

Joint loans with others represent a relatively small
share of total loans in all three countries. An example
of this type of loan is one co-signed by a parent for an
adult child. If the parent put up the collateral (making
him/her co-responsible for repayment), but was not a
party to the initial decision to take out the loan, this
would be reported in the table as not having partici-
pated in the decision. This type of situation appears
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to be particularly common in Ghana, where in a large
majority of the joint loans taken out with others the
respondent reported not participating in the decision
to take out the loan.

Overall, we find scant evidence to support the argu-
ment in the literature, usually made with respect
to South Asia, that women are not involved in the
decisions to take out the loans for which they are

5.3
Debt-to-wealth ratios

We now turn to the debt-to-wealth ratios of women
and men. Analysts have pointed out that debt has a
bright side when it allows individuals or households
to smooth consumption and a dark side when they
carry too much debt relative to their income or assets,
the usual definitions of over-indebtedness (Campbell
and Mankiw 1991; Jappelli 1990).33 Some analysts are
also concerned that women might face greater debt
burdens than men relative to their income or wealth.

responsible. In Karnataka, in the case of the loans for
which women alone are responsible, if these women
did not decide on the loan alone, they did so jointly
with their husbands; in only 1.3 per cent of the cases
did they not participate at all in the decision. The com-
parable figure for men is 0.5 per cent. In fact, such a
situation is slightly more common in Ecuador, albeit
only in 2.1 per cent of women’s loans and 2.7 per cent
of men’s loans.32

As noted earlier, our surveys did not collect income
data, thus Table 11 presents the debt-to-wealth ratio by
sex in the three countries. In each country, the aggre-
gate debt-to-wealth ratio (where wealth includes
the value of gross physical and financial assets) is
lower than 0.5, suggesting that, in the aggregate,
over-indebtedness is not a problem. The female-male
differences in the aggregate ratios are not substantial
in any of the countries.

TABLE 11.

Debt-to-wealth ratios by sex

Sex Aggregate debt/ wealth ratio® Mean debt/ wealth ratio® n pc
Ecuador
Men 0.06 1.15 880 0380
Women 0.05 0.73 913
Total 0.06 0.94 1,793
Ghana
Men 0.01 0.66 293 0.298
Women 0.01 0.41 332
Total 0.01 0.53 623
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Sex Aggregate debt/ wealth ratio? Mean debt/ wealth ratio® n pc
Karnataka
Men 0.15 5.96 2,148 0.260
Women 014 9.18 1,256
Total 0.15 AE 3,404
Notes:

a Defined as total debt/total wealth across sample of respondents.
b Average of individual debt-to-wealth ratios conditional on having

¢ Based on regression such that y = individual debt/wealth and X =

The second column presents the mean debt-to-wealth
ratios, conditional on having debt and positive wealth.
Considering the average of the individual debt-
to-wealth ratios, the three countries present quite
contrasting situations, with the estimates for Karnataka
being much greater than in the other two countries
and women’s debt-to-wealth ratio exceeding that of
men. Nonetheless, in none of the three countries are
the gender differences statistically significant.

debt and positive wealth.
sex, standard errors adjusted for clustering within households.

Table 12 presents the mean debt-to-wealth ratios
by quintiles. A consistent pattern emerges across
the three countries: debt-to-wealth ratios are high-
est in the poorest wealth quintile and lowest in the
wealthiest quintile. In addition, in all three countries
the greatest debt burden is found among men in
quintile 1.

TABLE 12.
Mean debt-to-wealth ratios by sex and quintile

Quintile

Men 5.40 0.75 0.83
Women 2.09 0.70 0.56
Total 3.49 0.73 0.69

Ghana
Men 5.19 0.34 0.23
Women 0.89 0.59 0.36
Total 2.36 0.47 0.31

0.25 018
0.41 0.16
0.33 0.17
017 0.06
0.19 0.12
0.8 0.08
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Karnataka

Men 17.5 3.84 1.1 1.37 0.63
Women 6.09 4.02 2.5 2.21 0.69

Total 10.64 3.94 1.82 1.8 0.66

Note: See Table 11 for totals and n’s.

Table 13 presents the distribution of debt-to-wealth are statistically significant. In Ecuador and Karna-
ratios by sex, including those who have no debt. It~ taka, women are less likely to have debt and men are
gives a somewhat fuller picture of debt burdens, more likely to be over-represented among those with
since women are over-represented amongthosewith ~ the greatest debt/wealth ratios. Ghana appears as
no debt. In all three countries the gender differences ~ the anomaly.

TABLE 13.
Distribution of debt-to-wealth ratios by sex

Interval

Ecuador

Men 55.9 171 12.4 14.6 100 1,996

Women 65.5 15.9 9.2 9.4 100 2,647

Total 61.4 16.4 10.6 1n.7 100 4,643 0.000
Ghana

Men 79.9 12.7 33 4. 100 1,464

Women 81.5 9.9 37 4.8 100 1,782

Total 80.8 1.2 3.5 4.5 100 3,246 0.057
Karnataka

Men 35.4 19.3 16.6 28.7 100 3,322

Women 66.5 4.9 5.0 23.6 100 3,753

Total 51.9 1n.7 10.4 26.0 100 7,075 0.000

Notes: Estimates exclude those individuals reporting no wealth. Such cases represent less than 1% of the sample in Ecuador and
Karnataka and 2.1% of the sample in Ghana.
a Since observations are not always independent, based on the Chi-sq. for the logit regression.
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Finally, in concluding this section, it is worth noting
that group membership differs notably in the three
countries and often by gender. Men and women in
Ghana are far more likely to participate in at least one
social group (62 and 57 per cent, respectively) than
they are in Ecuador (18 and 25 per cent) or Karnataka
(36 and 14 per cent) (Appendix Table A11).

In Ecuador and Ghana, the great majority of groups
that women belong to are religious groups, which
would be unrelated directly to the ability to acquire
a loan. In contrast, in Karnataka most women who

are group members are in either formal or informal
microfinance groups. Men in Karnataka tend to
be members of a broad array of other groups and
are about as likely to belong to a self-help group
(organized around a watershed, water supply and san-
itation, etc.) as a microfinance group. In Ecuador, men
also belong to different groups than women, with
unions and sports associations the most frequent, fol-
lowed by religious groups. Only in Ghana is the most
frequent type of group men belong to similar to that
of women: religious groups, followed by neighbour-
hood organizations.
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6.

REGRESSION RESULTS

We now turn to a regression analysis of three questions: Which women and men borrow?

What are the characteristics of women who borrow from formal sources compared to those

who borrow only from informal sources and those who do not borrow? And what are the
correlates of having current asset debt for women and for men?

We are particularly interested in the relationship
between the use of credit and asset ownership.In line
with the descriptive analysis presented in section s,
we hypothesize that individuals in wealthier house-
holds and those who are partnered are more likely
to borrow. However, holding all else equal, we also
expect a woman'’s individual ownership of assets to
be associated with her ability to borrow and accrue
debt. This is because a household’s wealth status
may not be sufficient for a woman to borrow; it may
depend on her having assets of her own that can serve
as collateral and/or assure the lender of her ability to
repay the loan. With respect to the second question,
we hypothesize that being an asset owner helps
women access formal sources of credit, controlling
for other factors that also likely influence borrowing
from formal versus informal sources. Assets are an
important source of collateral, which is demanded by
most formal sources of credit. Finally, with respect to
question three, we expect that men are more likely
than women to borrow for asset accumulation.

In addition to asset ownership and household wealth,
we are also interested in the role that social networks
play in individuals having debt. We measure social
networks by whether an individual is a member of
any kind of group. We would expect group members
to have broader sources of information about loan
opportunities and how these are acquired.

In line with previous literature, we employ logistic
regression analysis to answer our questions.34 Each
of the regressions includes controls for individual and
household level characteristics. Education is mea-
sured by less than primary, completed primary, some

secondary or completed secondary, or beyond second-
ary (with noeducation as the base—except for Ecuador
where, given the higher level of schooling attainment,
the base is not having completed primary). Individuals
with higher levels of education are expected to have
greater debt and be more likely to borrow from formal
financial sources. We also control for age and include
a squared term to account for non-linearity. While
age is expected to have a positive relationship with
outstanding debt, the relationship may be non-linear,
turning negative at older ages when individuals no
longer engage in paid employment or because debts
are more likely to have already been paid off. The
regressions also include controls for employment sta-
tus (being self-employed or employer, various types of
wage workers and unpaid, contributing family worker,
with the base being not economically active). Being
an employer or self-employed or being in wage work
are expected to be positively associated with debt
relative to being unemployed. Marital status is repre-
sented by being never married (single) or previously
married (separated, divorced, widowed) and beingin a
consensual union, with currently married as the base.
Marital status, such as being married, might increase
the probability of having debt because it implies
greater household financial obligations; it may also
increase the individual's capacity to carry debt if
there are two income earners within the household
or due to economies of scale with respect to house-
hold expenses. Depending on the country, we include
variables relating to ethnicity, race, caste and religion,
as appropriate.

In terms of household level variables, a dummy is
included for urban residence. Geographic barriers
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may exist for formal credit sources (e.g., rural areas
may have fewer bank branches than urban areas) but
may be less prevalent for informal sources of credit.
We also control for household size and, as noted

6.1
Correlates of who borrows

We first estimate the correlates of holding any debt
(irrespective of source or purpose) for women and
men respectively. We estimate a binary logit model
since the dependent variable is binary in nature
(has a loan or does not). The regression is estimated
separately for women and men as the impact of the
variables of interest on having any debt is likely to
differ by sex. Given our interest in understanding
the effect of household wealth, individual asset
ownership and group membership on borrowing,
we undertake a stepwise regression whereby the key
variables of interest are introduced sequentially. Each

above, for the household wealth quintile, measured
in terms of the gross value of physical and financial
assets. The descriptive statistics are presented in
Appendix Table A11.

additional variable improves model fit (as suggested
by the Pseudo R-squared) for both the women’s
and men’s models across countries.35 The models
are largely robust to the inclusion of new variables
since the coefficient estimates are relatively stable
and the results are qualitatively similar to the full
model.Tables 14a and b present the results of the full
model.36 The first two columns under each country
report the average marginal effects while the third
column notes the level of significance.37 The Wald
test indicates that each of the regressions is signifi-
cant overall.

TABLE 14A.
Correlates of female debt

Variable Ecuador Ghana Karnataka

Marginal Marginal Marginal

effect effect effect
Age (mean centred) -0.004 o.001 | 0.001 0.001 ** 0.000 0.001
Age squared (mean NA NA NA NA NA NA
centred)
Some primary NA NA 0.023 0.030 0.032 0.049
Completed primary 0.058 0.026 | ** 0.022 0.029 -0.005 0.019
Some or completed 0.090 0.028 | *** 0.011 0.025 -0.045 0.024 *
secondary
Beyond secondary 0.095 0037 | * 0.062 0.041 -0.067 0.030 >
Koranic/ special NA NA 0.003 0114 NA NA
education
Consensual union -0.057 0.022 | *** 0114 0.033 o NA NA
Never married -0.067 0.043 0.180 0.050 ok NA NA
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Variable Ecuador Karnataka

Marginal Marginal | Std. Marginal | Std.
effect effect error effect error
NA NA

Widowed/ divorced/ 0.039 0.025 0.034 0.025

separated

Currently single NA NA NA NA -0.032 0.023
Self-employed/ 0.172 0022 | *** 0.04 0.027 0.122 0.040 o
employer

Wage worker NA NA -0.05 0.043 0.054 0.020 o
Public wage worker 0.198 0.052 o NA NA NA NA

Private wage worker 0.142 0.026 | ™ NA NA NA NA

Casual/ domestic NA NA 0.023 0.07 0.138 0.034 e
Unpaid family worker 0.008 0.036 -0.012 0.039 0.025 0.024

Urban -0.007 0.021 0.038 0.021 * -0.025 0.018
Indigenous 0.057 0.042 NA NA NA NA
Afro-descendant 0.127 0.045 | *** NA NA NA NA

Muslim NA NA NA NA 0.029 0.037
Christian NA NA NA NA 0.030 0.045
Forward caste NA NA NA NA -0.025 0.035
Backward caste NA NA NA NA -0.017 0.019

Group member 0.102 0.024 o 0.064 0.019 e 0.219 0.017 o
Asset owner 0.032 0.022 0.066 0.023 e 0197 0.022 o
Wealth 02 -0.015 0.029 -0.041 0.032 -0.057 0.025 >
Wealth Q3 0.005 0.031 0.026 0.033 -0.052 0.025 =
Wealth 04 0.020 0.032 -0.031 0.034 -0.030 0.026

Wealth Qs 0.110 0037 | ™ -0.077 0.034 ** | -0.065 0.027 *
Household size -0.001 0.005 0.005 0.004 0.006 0.003 *
n 2,656 1774 3,750

Wald chi-sq 248.6 e 100.3 o 387.37 o

Degrees of freedom 22 22 23

Pseudo R-sq ! 0.085 ! ! 0.065 ! ! 0.001 !

okok

Notes:* p <.10; ™ p<.05;"* p<.01

AN ANALYSIS OF GENDER, DEBT AND ASSETS
IN ECUADOR, GHANA AND KARNATAKA, INDIA



As can be seen in Table 14a, women in all three
countries are more likely to borrow if they are a
member of a group. The marginal effect is largest in
Karnataka (22 per cent), where group membership is
generally linked to a formal or informal credit group.
In Ghana and Karnataka, women who are asset own-
ers are more likely to borrow relative to non-asset
owners (for Ghana, 7 percentage points more, and for
Karnataka, 20 percentage points more); in Ecuador
this coefficient is not significant although positively
signed. With respect to their household’s socio-eco-
nomic status, women in Ecuador in the wealthiest
quintile are more likely to borrow compared to those
in the poorest quintile, while those in the wealthiest
quintile in Ghana are less likely to borrow than those
in the poorest quintile. In Karnataka, those in the
wealthiest quintile, along with those in quintiles 2
and 3, are less likely to borrow than those in quintile
1, reflecting the fact that group microfinance pro-
grammes have targeted the poorest women. Most of
these programmes are located in rural areas, which
is reflected in the negative sign on the coefficient for
urban locale. In Ghana, in contrast, those residing in
urban areas are more likely to borrow, while in Ecua-
dor location has no significant effect.

In Karnataka, women who are in any occupational
category except unpaid family worker are more
likely to borrow compared to homemakers. Similarly
in Ecuador, women who are self-employed or wage
workers (whether public or private) are more likely
to borrow than those who are not economically
active. In Ghana, employment status is not sig-
nificant, perhaps because women are more likely to
be entrepreneurs.

The important role of education stands out in Ecuador.
Women who have completed primary and any level
above that are more likely to hold debt than those who
have not completed the primary level. In Karnataka,
women with some or completed secondary education
are more likely to borrow than those with no educa-
tion. In Ghana, however, schooling is not significant.

Although the marginal effects are small, in Ghana
having any loan is positively associated with a
woman’s age compared to the average, in Ecuador it
is negatively so associated, and in Karnataka it is not
significant. In Ecuador, being in a consensual union is
negatively associated with having any loan compared
to being married. In Ghana, being in a consensual
union or never having married are both positively
associated with current indebtedness. In Karnataka,
marital status does not impact on the likelihood of
women having a loan. Of the country-specific vari-
ables, only for Ecuador is one worth noting: being an
Afro-Ecuadorian woman as opposed to white or mes-
tizo is positively associated with outstanding debt.

Table 14b reports the results for men.38 In terms of
our variables of interest, the pattern across countries
is even more diverse than for women. Being an asset
owner increases the likelihood of having any loan in
Ecuador and Karnataka, as does being a member of
a group. In Ghana, however, these variables are not
significant. In Ecuador and Ghana, men in households
in the wealthiest quintile are more likely than men in
households in the poorest quintile to have borrowed.
In Karnataka, only those in quintile 2 are less likely
than the poorest to have borrowed, a finding that also
holds for Ghana.
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TABLE 14B.

Correlates of male debt

2 e T
effect effect error effect error

Age (mean centred) -0.007 0.001 | -0.002 0.001 * -0.002 0.001 o
Age squared (mean NA NA NA NA NA NA
centred)

Some primary NA NA 0.067 0.039 * -0.017 0.052
Completed primary 0.035 0.034 0.054 0.041 0.021 0.022
Some or completed 0.063 0.036 * 0.039 0.029 -0.007 0.026
secondary

Beyond secondary 0.075 0.045 * 0.082 0.037 * -0.023 0.029 | ***
Koranic/ special education | NA NA -0.0m 0.105 NA NA
Consensual union -0.080 0.025 1 0.056 0.034 * NA NA

Never married -0.235 0.062 o 0.031 e NA NA
Widowed/ divorced/ -0.050 0.048 0.007 0.045 NA NA
separated

Currently single NA NA -0.100 0.033 | ™
Self-employed/ -0.018 0.050 0.086 0.039 * 0.103 0.040 | ***
employer

Wage worker 0.146 0.044 o 0.080 0037 | *
Public wage worker 0.103 0.063 * NA NA NA NA

Private wage worker -0.042 0.051 NA NA NA NA

Casual/ domestic NA NA -0.025 0.069 0.197 0.035 | ***
Unpaid family worker 0.037 0.087 NA NA NA NA

Urban 0.038 0.025 -0.037 0.024 -0.135 0.021 o
Indigenous 0.030 0.047 NA NA NA NA
Afro-descendant 0.053 0.047 NA NA NA NA

Muslim NA NA NA NA 0.079 0037 | *
Christian NA NA NA NA 0.073 0.046
Forward caste NA NA NA NA -0.063 0.039
Backward caste NA NA NA NA -0.01 0.020
Group member 0.105 0.025 o -0.001 0.022 0.074 0.023 o
Asset owner 0.047 0.029 * -0.050 0.027 0.125 0.025 o
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Karnataka

Marginal (ETEIE] Marginal
effect effect effect

* *ok

Wealth 02 0.038 0.035 -0.026 0.035 -0.062 0.031
Wealth 03 0.068 0.038 * 0.020 0.037 0.003 0.032
Wealth Qg 0.104 0.042 > 0.071 0.039 0.015 0.033
Wealth Os5 0.160 0.046 1 0.063 0.042 * 0.075 0.035 **
Household size 0.007 0.006 -0.002 0.004 0.002 0.004

n 2,012 1,454 3,308

Wald chi-sq 181.23 87.40 32133
Degrees of freedom 22 21 22

Pseudo R-sq ! 0.079 ! ! 0.070 ! 1 0.082 1
Notes: * p <.10; ™ p <.05; ™ p < .01

In all three countries, at the average age of the sample
the probability of having borrowed decreases. In Ecua-
dor, men with some secondary education and above
are more likely than those who have not completed
primary to have outstanding debt. In Ghana, those
with more than a secondary education as well as those
with only some primary are more likely than those with
no schooling to have borrowed, while the opposite is
true for men who have some secondary schooling in
Karnataka. Turning to marital status, never-married
men in both Ecuador and Ghana and currently single
men in Karnataka are less likely than married men to
have outstanding debt. In Ecuador, men in a consensual
union are also less likely to have borrowed.

In Ghana and Karnataka, men who are self-employed
and those who are wage workers are more likely than
those who are not economically active to have out-
standing debt.In addition,in Karnataka, those who are
casual workers are also more likely to have borrowed.
In Ecuador, the coefficient for public wage workers is
positive and weakly significant. In Karnataka, those
who reside in urban areas are less likely than those in
rural areas to have borrowed.

Turning to gender differences in our variables of inter-
est, across the three countries women’s borrowing
is positively and significantly associated with group

membership, while for men this results holds for only
Ecuador and Karnataka. Being an asset owner is posi-
tively associated with having outstanding debt for both
women and men in Karnataka, while in Ghana this
result holds only for women and in Ecuador only for
men.

Within each country there is sometimes more consis-
tency, as well as interesting gender differences, in the
control variables. In Ecuador, besides membership in a
group, the correlates of women’s and men'’s borrowing
coincide:they are positively associated with belonging
to the wealthiest quintile and negatively associated
with living in a consensual union. The finding that
the borrowing of both women and men is positively
associated with their household’s socio-economic sta-
tus, in contrast to the other two countries, is largely
explained by the much greater weight of both formal
borrowing in Ecuador (Table 9) and its attendant need
for collateral, and borrowing for asset accumulation
(Table 2), each of which is more likely among those in
wealthier households.

The most interesting gender differences for Ecua-
dor are with respect to education and employment.
Whereas completing any level of schooling is positively
associated with women’s borrowing,for menitis some
secondary education and beyond secondary that is
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positively so associated. Whereas being self-employed
or a public or private wage worker is positively associ-
ated with women’s borrowing, for men it is only being
a public wage worker.

In the case of Ghana, the only similarity in the wom-
en’s and men'’s regressions is the positive relationship
between being in a consensual union orin the wealth-
iest quintile and borrowing. Among the main gender
differences are the various levels of schooling that are
associated with men’s, but not women’s, borrowing.

The results for Karnataka show the greatest similarity
for women and men. As well as being a member of a

6.2

group and an asset owner, most forms of employment
are all positively related to borrowing for both sexes,
while being currently single and an urban resident are
negatively associated but significant only for men. An
intriguing result is that, for women, being in a house-
hold in any quintile above the poorest group (except
for quintile 4) is negatively associated with borrowing,
while for men only being in a household in quintile 2
is so associated. The negative sign for women in the
wealthiest quintile is possibly because the poorest
quintile is dominated by single women, who are the
default loan takers in their households, whereas in the
higher quintiles there are other household members
(men mostly) who are taking out the loans.

Outstanding formal versus informal debt

Are the characteristics of women who borrow from
formal sources different than those who borrow
from informal sources, relative to those who do not
borrow? Given our concern with gender inequality,
we are specifically interested in whether being an
asset owner helps women access both formal and
informal credit, controlling for other factors that are
also likely to influence borrowing from formal versus
informal sources. We estimate a multinomial logit
model for women borrowers in the three countries
since the outcomes of interest are partitioned into
three mutually exclusive categories (borrowing from
formal source, borrowing from informal source or

not borrowing at all). The sources of debt discussed
in section 5 are classified into having any outstand-
ing formal debt and having only outstanding
informal debt following the categorizations for each
country presented in Table 9. The regression results
for any outstanding formal debt and only informal
debt are presented separately in Tables 15a and 15b,
respectively, for the convenience of comparing the
same outcome across countries. The first column
reports the average marginal effect, followed by the
standard error and the level of significance. The Wald
test indicates that overall these regressions are sta-
tistically significant.
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TABLE 15A.
Multinomial regression results for women: Correlates of formal debt

Ecuador Ghana Karnataka
E e e

effect effect effect
Age (mean centred) -0.003 0.001 o 0.000 0.000 0.000 0.000
Age squared (mean NA NA NA NA NA NA
centred)
Some primary NA NA 0.000 0.010 -0.008 0.020
Completed primary 0.037 0.024 -0.006 0.008 0.010 0.009
Some or completed 0.081 0.025 o -0.003 0.007 0.018 0.013
secondary
Beyond secondary 0.080 0.034 = 0.035 0.023 0.016 0.019
Koranic/ special education| NA NA 0.086 0.091 NA NA
Consensual union -0.064 0.020 | *** -0.004 0.010 NA NA
Never married -0.089 0.037 > 0.005 0.016 NA NA
Widowed/ divorced/ 0.000 0.023 -0.001 0.008 NA NA
separated
Currently single NA NA NA NA -0.015 o.om
Self-employed/ employer | ©0.128 0.020 | *** 0.014 0.006 | ** 0.016 0.021
Wage worker NA NA 0.012 0.010 -0.007 o.om
Public wage worker 0.192 0.049 ok NA NA NA NA
Private wage worker 0.138 0.024 o NA NA NA NA
Casual/ domestic NA NA -0.005 0.005 0.007 0.017
Unpaid family worker 0.036 0.032 0.030 0.021 -0.020 0.012 *
Urban -0.012 0.019 0.001 0.007 -0.012 0.009
Indigenous 0.034 0.039 NA NA NA NA
Afro-descendant 0.069 0.042 * NA NA NA NA
Muslim NA NA NA NA -0.012 0.015
Christian NA NA NA NA 0.027 0.026
Forward caste NA NA NA NA 0.017 0.019
Backward caste NA NA NA NA 0.007 0.009
Group member 0.074 0.022 o 0.008 0.006 0.081 0.010 e
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Variable Ecuador

Karnataka

ETEIE] ETEIE] Marginal
effect effect effect

Asset owner 0.030 0.020 0.003 0.007 0.023 0.012 *
Wealth Q2 0.029 0.026 -0.008 0.008 -0.026 0.013 *
Wealth 03 0.046 0.027 * 0.025 0.012 * -0.002 0.014
Wealth 04 0.056 0.029 > 0.005 0.010 -0.025 0.014 *
Wealth Os5 0.163 0.034 o 0.001 0.010 -0.030 0.015 =
Household size 0.002 0.005 -0.003 0.002 * -0.001 0.002

n 2,656 1774 3,750

Wald chi-sq 316.24 o 635.12 o 413.23 e

Degrees of freedom 44 44 46

Pseudo R-sq 0.081 0.075 0.077

Notes: * p <.10; ** p <.05; " p<.01

As Table 15a shows, only in Karnataka is asset own-
ership positively and significantly associated with
outstanding formal debt for women. In fact, no
variables consistently increase the probability of
having any outstanding formal debt across the three
countries. Being a member of a group increases the
likelihood of having outstanding formal debt by 7
per cent in Ecuador and 8 per cent in Karnataka, but
not in Ghana. For Ecuador, the probability of women
having outstanding formal debt increases with the
household’s socio-economic position so that those
in the wealthiest quintile have a 16 percentage point
greater chance of having formal debt than those in
the poorest quintile; for Ghana, this positive relation-
ship holds only for the middle quintile compared to
the poorest quintile. In contrast, in Karnataka, women
in just about every quintile above quintile 1 have a
lower probability of having outstanding formal debt
than those in the poorest quintile.

In Ecuador and Ghana, being self-employed is
positively related to having outstanding formal debt,
while in the former country being either a public or

private wage worker is positively so associated as
well. In Karnataka, being an unpaid family worker is
negatively associated with formal borrowing. In addi-
tion, in Ecuador, having completed some secondary
education or schooling above that level is positively
associated with women having outstanding formal
debt. Age and being in a consensual union or never
married are negatively so associated.

Turning to informal borrowing, Table 15b shows that
in all three countries group membership is positively
associated with holding outstanding informal debt,
with the marginal effects being particularly large in
Karnataka. Another commonality across the three
countries is that being a member of a household in
the wealthiest quintile is negatively associated with
outstanding informal debt. In Ecuador, all other quin-
tiles have a lower probability of having outstanding
informal debt than the poorest quintile. Being an
asset owner is positively associated with a woman
holding outstanding informal debt only in Ghana,
increasing outstanding informal debt by 6 per cent
compared to not being an asset owner.
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TABLE 15B.
Multinomial regression results for women: Correlates of only informal debt

Variable Karnataka
e [ [ e
effect effect effect
Age (mean centred) -0.001 0.000 0.001 0.001 0.000 0.001
Age squared (mean NA NA NA NA NA NA
centred)
Some primary NA NA 0.014 0.029 0.049 0.046
Completed primary 0.017 0.016 0.009 0.029 -0.032 0.018 *
Some or completed 0.01 0.017 0.002 0.024 -0.066 0.022 o
secondary
Beyond secondary 0.018 0.022 -0.005 0.035 -0.124 0.026 e
Koranic/ special NA NA -0.070 0.084 NA NA
education
Consensual union 0.006 0.013 0114 0.033 e NA NA
Never married 0.031 0.030 0171 0.052 NA NA
Widowed/ divorced/ 0.036 0.017 = 0.029 0.023 NA NA
separated
Currently single NA NA NA NA 0.006 0.021
Self-employed/ 0.044 0.015 =1 o0.012 0.028 0.107 0.039 o
employer
Wage worker NA NA -0.042 0.040 0.051 0.018 o
Public wage worker 0.016 0.030 NA NA NA NA
Private wage worker 0.008 0.015 NA NA NA NA
Casual/ domestic NA NA 0.017 0.070 0.068 0.031 =
Unpaid family worker -0.045 0.016 =+ -0.044 0.037 0.038 0.022 *
Urban -0.005 0.013 0.041 0.020 ** -0.012 0.017
Indigenous 0.016 0.028 NA NA NA NA
Afro-descendant 0.019 0.028 NA NA NA NA
Muslim NA NA NA NA 0.037 0.035
Christian NA NA NA NA 0.003 0.041
Forward caste NA NA NA NA -0.058 0.031 *
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Variable Ecuador Ghana Karnataka
e R A S
effect effect effect

Backward caste NA NA NA NA -0.037 0.018 *
Group member 0.029 0.015 * 0.052 0.018 e 0.141 0.015 e
Asset owner -0.006 0.014 0.062 0.023 o 0.022 0.019
Wealth 02 -0.037 0.020 * -0.033 0.031 -0.010 0.023
Wealth O3 -0.046 0.021 = 0.001 0.032 -0.045 0.023 *
Wealth 04 -0.042 0.023 * -0.049 0.032 -0.016 0.024
Wealth Os5 -0.071 0.023 1 -0.075 0.033 = -0.066 0.025 e
Household size -0.002 0.003 0.008 0004 | ** 0.006 0.003 *
n 2,656 1774 3,750
Wald chi-sq 316.24 o 635.12 o 413.23 x
Degrees of freedom 44 44 46
Pseudo R-sq 0.081 0.075 0.077

Notes:* p <.10; ™ p<.05; " p<.01

In Ecuador and Karnataka, women who are self-
employed (and, in Karnataka, women in any other
occupational category) are more likely to have
outstanding informal debt than those who are
not economically active. In contrast, female unpaid
family workers in Ecuador are less likely to have
outstanding informal debt, while being widowed,
divorced or separated is positively associated with
outstanding informal debt. In Ghana, being never
married or in a consensual union, as well as living in
an urban area, are positively associated with having
outstanding informal debt.

In Karnataka, women who have completed any level of
education from primary up are significantly less likely to
have outstanding informal debt. In addition, being from
a forward or backward caste compared to the histori-
cally oppressed and disadvantaged Scheduled Castes
and Scheduled Tribes is also negatively associated with
borrowing informally. In Karnataka as well as Ghana,
household size has a positive if very small impact on the
probability of having outstanding informal debt.

Insum, the factors that affect the probability of having
outstanding informal debt are different from those
associated with outstanding formal debt in the three
countries. This is particularly the case in terms of the
importance of women being asset owners, which was
positively associated with outstanding formal debt
only in the case of Karnataka and with outstanding
informal debt only in the case of Ghana.

Given the heterogeneity of informal sources of debt,
itissomewhat surprising that there was more consis-
tency in the significance of the correlates across the
three countries for this type of debt than for formal
debt. The main message here is about the impor-
tance of group membership in holding outstanding
informal debt; however, for Ecuador and Karnataka,
social networks do not help explain holding formal
versus outstanding informal debt since this variable
was positively associated with outstanding formal
debt as well.
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6.3

Correlates of who borrows to accumulate assets

Given our previous research on the gender asset gap
(Doss et al. 2011a) we are particularly interested in the
role of credit in facilitating women’s and men’s own-
ership of physical assets. Previously, we saw that in
Ecuador and Karnataka men were significantly more
likely than women to borrow for the purpose of asset
acquisition, while in Ghana there was no difference
by gender (Table 6). Here we consider whether the
women and men who borrow for the purpose of asset
accumulation have similar or different characteristics.
This analysis is carried out only for Ecuador and Ghana,
since the number of observations where the purpose of
the loan is unknown in Karnataka is too large to carry
out this analysis with confidence (Table 1).

Tables 16a and 16b show the results of a logit regres-
sion examining the correlates of outstanding asset
debt for women and men, respectively. The speci-
fication is similar to that for any debt in Tables 14a

and 14b, where the dependent variable is a binary
variable taking the value of 1 for any asset debt and
o for no asset debt. In addition to the same set of
individual and household-level independent vari-
ables, this specification adds a binary independent
variable for whether the individual has outstanding
expenditure debt. The expected sign on this variable
is indeterminate. It could be that individuals with
outstanding expense debt are more likely to also
have outstanding asset debt, since a credit history
could facilitate loans for asset accumulation; or it
could be that those with outstanding expense debt
are less likely to have asset debt since they are only
using credit to meet household emergencies.39 The
first two columns under each country in Tables 16a
and 16b report the average marginal effects while
the third column notes the level of significance. The
Wald Chi-square statistic suggests that these regres-
sions are significant overall.

TABLE 16A.
Correlates of female asset debt

Variable Ecuador

Marginal Effect mm Marginal Effect | Std. Error | Sig.

Age (mean centred) | -0.003 0.001 0.001 0.001

Age squared (mean | NA NA NA NA

centred)

Some primary NA NA 0.025 0.026
Completed primary | 0.048 0.024 * 0.009 0.025

Some or completed 0.075 0.025 o 0.000 0.021
secondary

Beyond secondary 0.063 0.033 * 0.035 0.034

Koranic/ special NA NA 0.063 ony

education

Consensual union -0.025 0.021 0.080 0.029 e
Never married -0.085 0.035 > 0.126 0.047 o

Ghana
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Variable Ghana

Marginal Effect mm Marginal Effect m
NA NA

Widowed/ di- 0.003 0.022

vorced/ separated

Currently single NA NA NA NA
Self-employed/ 0179 0.020 ** | 0.056 0.021 e
employer

Wage worker NA NA -0.018 0.028

Public wage worker | 0129 0.043 1 NA NA

Private wage 017 0.023 o NA NA

worker

Casual/ domestic NA NA 0.009 0.050

Unpaid family 0.030 0.030 0.024 0.033

worker

Urban -0.002 0.019 0.041 0.018 *
Indigenous 0.093 0.040 o NA NA
Afro-descendant 0.082 0.043 * NA NA

Group member 0.074 0.021 e 0.037 0.016 **
Asset owner 0.054 0.020 =1 0.052 0.020 *
Expense debt -0.018 0.023 -0.046 0.023 **
Wealth Q2 0.017 0.025 -0.021 0.027

Wealth 03 0.056 0.027 * 0.026 0.027

Wealth 04 0.084 0.028 = | oom 0.029

Wealth Os 0.189 0.033 = 0017 0.028
Household size -0.001 -0.001 0.001 0.004

n 2,656 774

Wald chi-sq 24833 o 7810 e

Degrees of freedom | 23 23

Pseudo R-sq . 0.097 . ! 0.070 |

Notes: * p <.10;™ p <.05; " p <.01

Examining Table 16a reveals some commonalities for ~ of awoman being an asset owner is similar in the two
womenacrosscountries.InEcuadorand Ghana,already ~ countries at around 5 per cent, the impact of these
being an asset owner, a member of a group or self-  other variables is much larger in Ecuador. Being self-
employed are all positively and significantly associated employed increases the likelihood of accumulating
with outstandingassetdebt.Whilethe marginaleffect ~ debt for asset accumulation by 18 per cent in Ecuador
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compared to 6 per cent in Ghana; in Ecuador, being a
public or private wage worker also notably increases
the probability of asset debt compared to not
being economically active, by 13 and 12 percentage
points, respectively.

However, some correlates are significant with differ-
ent signs. In Ecuador, never-married women are less
likely to have outstanding asset debt than married
women, while in Ghana, they are more likely to have
an outstanding asset debt; in the latter country,
women in a consensual union are also more likely to
have borrowed for asset accumulation.

A number of additional variables beyond those men-
tioned above are associated with women having
outstanding asset debt. In Ecuador, having completed
primary and some secondary education or beyond and
being in quintiles 3, 4 and 5 are positively associated

with outstanding asset debt, as is being indigenous
or Afro-Ecuadorian compared to white or mestizo. In
Ghana, living in an urban area is positively associated
with outstanding asset debt while having expense
debt is negatively related to outstanding asset debt.
This could suggest that those women with outstand-
ing expense debt may not be sufficiently creditworthy
to qualify for asset loans.

The correlates of outstanding male asset debt show
somewhat more consistency across the two countries.
As shown in Table 16b, the main variables that are pos-
itively and significantly associated with outstanding
male asset debt are being in the two highest wealth
quintiles and being a wage worker (although only a
public wage worker in Ecuador). Having outstanding
expenditure debt is negatively related to outstand-
ing asset debt in both countries, as is age and having
never been married.
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TABLE 16B.

Correlates of male asset debt

Variable

Age (mean centred)

Age squared (mean
centred)

Some primary
Completed primary

Some or completed
secondary

Beyond secondary

Koranic/ special
education

Consensual union

Never married

separated
Currently single

Self-employed/
employer

Wage worker

Public wage worker

Casual/ domestic

Urban
Indigenous
Afro-descendant
Group member

Asset owner

Widowed/ divorced/

Private wage worker

Unpaid family worker

Ecuador

Marginal Marginal
effect effect

Ghana

-0.007 0.001 -0.002 0.001
NA NA NA NA
NA NA 0.036 0.028
0.036 0.032 0.064 0.035
0.050 0.034 0.042 0.024
0.053 0.041 0.066 0.030
NA NA -0.010 0.064
-0.059 0.024 = -0.008 0.024
-0.234 0.048 o -0.060 0.024
-0.026 0.047 0.017 0.037
NA NA NA NA
0.058 0.046 0.071 0.027
NA NA 0.093 0.033
0.124 0.058 * NA NA
-0.005 0.046 NA NA
NA NA 0.046 0.062
0.092 0.089 NA NA
0.000 0.023 -0.019 0.017
0.013 0.045 NA NA
0.079 0.047 * NA NA
0.103 0.024 o -0.012 0.018
0.055 0.027 ** -0.026 0.025

*ok

*k

*ok
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Variable

Ecuador

[ ETEIE] Marginal
effect effect

Expense debt -0.088 0.026
Wealth Q2 0.074 0.031
Wealth O3 0.118 0.034
Wealth Qg4 0.164 0.037
Wealth Qs 0.236 0.042
Household size 0.005 0.006
n 2,012

Wald Chi2 208.82 e
Degrees of freedom 23

Pseudo R squared 0.102

Notes: * p <.10;™ p <.05; ™" p <.01

The coefficients for being an asset owner and a
member of a group are positive and significant only
in Ecuador, increasing the probability of men having
outstanding asset debt by 6 per cent and 10 per cent,
respectively. In Ghana, other factors positively associ-
ated with men having outstanding asset debt are
completing primary or any level of schooling above
this level and being self-employed.

In sum, the factors associated with women’s as
compared to men’s borrowing to accumulate assets
differ. For women in both countries, borrowing for
asset accumulation is positively related to being an
asset owner, a member of a social network and self-
employed; for men, the common factors include being
in a household in the wealthiest quintiles. Also, in
both cases, having outstanding expense debt is nega-
tively associated with men’s outstanding asset debt,
as is age and having never been married.

In Ecuador, there are a number of similarities in the
women’s and men’s regressions. For both, being an
asset owner, a member of a group and in a middle
quintile to wealthy household are positively related
to borrowing for asset accumulation. Whereas the

o -0.064 0.021 o
= -0.012 0.025
o 0.024 0.027
e 0.082 0.032 e
o 0.084 0.036 **
0.000 0.004
1,454
7599 o
22
0.086

impact of being an asset owner is similar (around
5 per cent), the impact of being a group member
is somewhat larger for men (10 per cent) than for
women (7 per cent), as is that of belonging to succes-
sively wealthier quintiles.

In addition, for both women and men, being an Afro-
Ecuadorian is positively associated with borrowing
for this purpose, a somewhat surprising result since
this minority (7 per cent of the population) is usually
considered to be the most marginalized. This result
may be a reflection of the small sample size of this
group. In the women’s regression, being indigenous
is also positively associated with asset borrowing,
suggesting that perhaps Ecuador’s microfinance
institutions are relatively successful in reaching
previously excluded social groups. Negatively asso-
ciated with borrowing for asset accumulation for
both sexes is age and never having been married;
for men, but not women, being in a consensual
union is also negatively related. Once again, one
of the major gender differences is with respect to
the role of education, serving a positive role for
women but not for men in terms of borrowing for
asset accumulation.
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In the case of Ghana, the main similarity in men’s and
women’s asset borrowing is the positive association
with being self-employed. In addition, for both sexes,
it is negatively associated with holding outstanding
expense debt. Several correlates have different signs
forwomen and men: never having married is positively
related to women'’s asset borrowing but negatively so
related for men. The association between age and the
probability of borrowing for assets is non-linear both
for males and females: the probability for men at the
average age of the sample is decreasing, while for
women it is increasing. Worth noting is the positive
role that schooling plays for men, but not women, in
borrowing for this purpose, which is opposite to the
result found for Ecuador.

Comparing women'’s borrowing for asset accumula-
tion versus borrowing for any purpose, the most
interesting result is that in Ghana, women’s owner-
ship of assets is positively associated with both,
whereas in Ecuador, it only seems to make a difference
in explaining women’s borrowing for asset accumu-
lation. In Ghana, men’s asset ownership does not
increase the likelihood of their borrowing for assets or
any purpose. In contrast, in Ecuador, men’s asset own-
ership is positively associated with their borrowing for
both assets and any purpose.
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1.

CONCLUSION AND

MPLICATIONS FOR

POLICY AND FU

URE

RESEARCH

This study has explored individual and household
debt in Ecuador, Ghana and Karnataka, India. It reveals
several commonalities among the three countries on
who borrows, for what purposes, from where and who
is responsible for the loan.

First, with respect to household level debt, the
share of households holding asset debt in Ghana
and Ecuador exceeds the share with expense debt,
while in Karnataka the shares are approximately the
same. In all three countries, wealthier households
are more likely to hold any debt compared to poorer
households, particularly a greater share of asset
debt, which reinforces the pattern found in Allen et
al. (2012) and others. Particularly worrisome is that
poorer households in all three countries tend to hold
a greater share of expense debt than asset debt. This
finding reinforces that of Demirgiic-Kunt and Klap-
per (2013), who also report that households in the
poorest quintile are more likely to have taken out
loans for health or other emergencies than adults
in richer households. Since expense debt (with the
possible exception of loans for education) is unlikely
to generate future income streams, the composition
of debt among the poor points to potential cycles
of indebtedness.

Our investigation of debt by household type confirms
that more partnered than non-partnered households
hold any debt, asset debt and expense debt. Com-
paring the three countries, no trends emerge as to

differences between non-partnered female versus
male households. Nonetheless, the hypothesis that
the poorest (quintile 1) non-partnered women are
more likely than their male counterparts to hold any
debt is supported across the three countries, and in
Ecuador and Ghana for both quintiles 1 and 2. The
countries differ on whether this holds for both asset
and expense debt in the poorest quintiles.

Turning to individual level debt—and who in the
household is responsible for these loans—a greater
share of men than women in all three countries hold
debt for any purpose, whether it is to accumulate
assets or cover expenses. Our descriptive statistics
confirm the pattern found in other studies (Demir-
glic-Kunt and Klapper 2013). Similarly, across these
countries, men hold a greater mean amount of debt—
total, asset and expense—than women.

How debt is held—individually vs. jointly—has rarely
been investigated in the literature. Jointly held loans
constitute a larger share in Ecuador than in the other
two countries, particularly in Ghana, where these are
negligible. In Ghana, women alone hold more than
half of asset loans; in contrast, in Karnataka, men
alone hold more than half of asset loans and women
alone less than a fifth, a pattern thatis similar in Ecua-
dor, although the gender difference is less extreme.

We would have expected a greater share of joint
loans in Ecuador than in the other two countries
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since this country is characterized by a partial com-
munity property marital regime, where all assets
acquired during the marriage legally belong to the
couple.40 Moreover, couples are legally responsible
for each other’s debts unless the collateral provided
is individual rather than joint property. Ghana and
India are characterized by the separation of property
marital regime, and we would have expected fewer
loans to be held in the name of the couple. Notwith-
standing, our results suggest that in Karnataka it is
common social practice for couples to consider debt
as a joint obligation.

Turning to the source of loans, debt from informal
sources predominates among the borrowers in Ghana
and Karnataka but represents only around a quarter
of loans in Ecuador, where the formal financial sec-
tor is more developed. Compared to findings for
Ecuador from earlier studies (JAcome 2005; Floro and
Messier 2011), women’s individual borrowing from
formal sources now seems to approximate men’s.
This could be related to the expansion in the number
of S&L cooperatives over the past decade along with
instalment credit. Nonetheless, with the exception of
business/store credit, formal credit seems to privilege
loans to couples over individual loans.

Finally, the aggregate debt-to-wealth ratio in all three
countries is relatively small, less than .15, compared
to that in developed countries (Shorrocks et al. 2012:
Table 1). This result is surprising, especially in Ecuador,
which has a more developed financial sector than
the other two countries and where we would have
expected the ratio to be larger.41 The analysis of mean
debt-to-wealth ratios among those who hold debt
suggests that there are no statistically significant
differences by sex. Analysing the distribution of the
mean debt-to-wealth ratios by quintiles suggests that
in all three countries these are greatest among the
poorest groups, particularly men in quintile 1. Once we
consider the broader distribution of debt-to-wealth

ratios, including those with no debt, women have
smaller ratios in all three countries, and in Ecuador
and Karnataka men are over-represented among
those with the largest ratios.

This study also explored analytically the correlates of
having debt, the likelihood of borrowing from formal
and informal sources and having asset debt. There
is more consistency in results, as well as interesting
gender differences, within than across countries. In
all three countries, women’s borrowing is positively
and significantly associated with being a member of
a group and living in a household in the wealthiest
quintile, while men’s borrowing is only significantly,
but negatively, associated with age.

The factors that affect the probability of having out-
standing formal debt are different than those that
affect the probability of having outstanding informal
debt in the three countries. This is particularly the
case in terms of the importance of women being
asset owners, which was positively associated for
women with outstanding formal debt only in the case
of Karnataka and with outstanding informal debt only
in the case of Ghana.

Our most important analytical results are with respect
to borrowing for asset accumulation. The factors
associated with women’s borrowing for assets in both
Ecuador and Ghana are being an asset owner,a mem-
ber of a group and self-employed. For men, by contrast,
only being in a household in the wealthiest quintiles
is positively associated with asset borrowing while
having expense debt is negatively associated with
asset debt. Moreover, only in Ecuador are men’s bor-
rowing for asset accumulation also positively related
to their own asset ownership. These results suggest
that wealth may beget wealth. They also point to the
potentially important role of women’s ownership of
assets and the role of networks in enhancing their
access to credit.
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7.1
Limitations of this study

Collecting both individual and household-level debt
in the same study is challenging. As we noted in sec-
tion 4 on our survey methodology, a major failing of
our instrument was not having unique identifiers for
each individual loan. That would have required asking
questions regarding all loans in the household ques-
tionnaire (ideally with both respondents present to
have the most complete inventory) and then following
that up in the individual module with questions on
whether there were any additional loans held by the
individual that they previously had not wanted to dis-
close. This was in fact the procedure that we followed
with respect to physical asset ownership, where each
asset had a unique identifier assigned in the household
inventory, which was then transposed to the individual
questionnaire. Analysing this data ex post, we learned

1.2

that, overall, very few assets were uncovered in the
individual questionnaire that had not been previously
reported (Doss et al. 2013). In retrospect, it might have
been better to follow a similar procedure in the case of
loans, assigning them a unique identifier initially.

While we asked about debt held for the acquisition of
immovable property and businesses in the household
inventory (and in the case of Karnataka, for debt held
against these assets as collateral), the estimates are
probably an underestimate, given the results for Ecua-
dor, which showed that more loans were reported for
these assets in the individual debt module than in the
household inventory. This confirms that our intuition,
that individuals are more likely to report debt when
guaranteed privacy, may be correct.

Policy implications and directions for future research

Our results regarding the relationship between
group membership and borrowing reinforce the
insight identified by the microfinance industry
many years ago about the importance of groups.
The nuance in our findings is not that one needs to
be part of a borrowing group, since the incidence of
those are rather low; rather what we would infer is
the role that group membership may play, especially
for women, in transmitting information about local
credit market conditions. There may be a case for
brokering stronger relations between financial insti-
tutions and a broad range of social organizations to
help women accumulate assets.

Our analysis also provides some interesting questions
that need further research in order to be useful for policy.
First, as noted above, households in the poorest wealth
quintiles have relatively more expense debt than asset
debt, and this is a concern for policy because it suggests
the poor are less able to accumulate assets through
the use of credit than the rich. Also, the poorest non-
partnered female households are more likely to hold
any debt compared to non-partnered male households,

although among those with debt, the poorest men tend
to carry the largest debt-to-wealth ratios. This may sug-
gest the need for other financial instruments targeted
to these types of households in the poorest quintiles.

Second, while owning immovable property—Iland,
other real estate, a home/lot—is related to having
outstanding asset debt, we need to know more about
the terms of the loan, including such issues as collat-
eral requirements, interest rates, repayment schedules
and debt service ratios, in order to reach specific policy
implications. Unfortunately, our debt module did not
collect such information.

Finally, credit is only one component of a household’s
financial portfolio and ideally would be part of a
more comprehensive exploration of the relationship
between savings and debt among individual women
and men within households. A study that looks at
financial inclusion within households could provide
important information to the financial sector about a
comprehensive range of instruments and products for
different groups and women and men within them.
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APPENDIX

TABLE A1.

Ecuador: Volume of loans outstanding in the private financial system, December 2013

Number of institutions | Volume (USS$ billion) | Distribution (%)

Private banks 24 173 82.0
Savings & loan cooperatives 39 19 89
Mutualism societies 4 0.4 19
Financial societies 10 13 6.0
Credit cards 2 03 13
Total 79 21.1 100

Source: Compiled from BCE 2013.

TABLE A2.

Ecuador: Distribution of loans by purpose, private banks vs. savings and loan cooperatives by size,
June 2013 (%)

Institution Commercial | Consumption | Housing | Micro-enterprise
Private banks 24 43.0 35.7 85 7.8 100
$16.3 b.
Cooperatives
Segment 4 40 4.0 51.2 73 37.5 100
$33b.
Segment 3 78 0.9 49.5 8.8 40.8 100
$1.2b.
Segment 2 206 4.9 39 2 54 100
$0.46b.
Segment 1 359 93 37.7 15 52.4 100
$o.07b.
Total 773 3.4 49.5 71 40 100
$5.0b.

Note: A fifth category not included in the table is loans for education, which amount to less than 1% of the total portfolio.
Sources: Compiled from SBS 2013 and SEPS 2013.
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TABLE A3.

Ecuador: Loan portfolio and share of female clients, institutions affiliated with the Rural Finance
Network, December 2013

Institution Loan portfolio No. of clients Female clients
(%)

Private banks 6 $1,597,623,603 680,031 56.2

Savings & loan 29 $1.414,726,133 374,091 44.0

cooperatives
NGOs n $154,915,938 162,772 69.0

Total 46 $3,267,265,674 1,216,894 54.2

Source: Compiled from RFR (2013).

TABLE A4.

Maximum interest rates, Ecuador, December 2010 (%)

Purpose Interest ratea

Commercial

Corporate® 93
Small & medium businessesc 1.8
Housing 13
Consumption 16.3

Microcreditd

Loans $8,500 & above 25.5
Loans between $600 and $8,500 275
Loans less than $600 305

i
a These same maximum interest rates held through 2014.

b Firms with annual sales above $5 million.

¢ Firms with annual sales between $100,000 and $5 million.
d Firms with annual sales less than $100,000.

Source: Compiled from BCE 2011: Graph 58.
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TABLE AS.

Interest rates of commercial banks, Ghana, 2010 (%)

Purpose Range per annum?® Average per annum
Commercial 24.75-40.00 27.63
Microcreditb
Business loan 119-128
Group micro loan 118-120.5

a Interest rates are not regulated, thus different banks provide different rates.
b This is the rate for one microfinance institution, for illustrative purposes. Flat rates are charged per month
on the initial amount taken out. Annualized rates of some companies can be as high as 400%.
Sources: Bank of Ghana 2011; for microcredit, from http://data.mftransparency.org/data/institutions/464.

TABLE A6.

India: Incidence of indebtedness of households to institutional and non-institutional credit
agencies disaggregated by state (%)

Institutional® | Non- Institutional® | Non-
institutional® institutional®
Karnataka 16.1 17.8 313 10.6 8.6 18.6
Andhra Pradesh 14.9 32.9 423 10.8 20.8 20.8
Kerala 32.8 1.6 39.4 31.3 10.6 373
Tamil Nadu 13.9 213 313 111 16.4 25.5
India 13.4 15.5 26.5 93 9.4 17.8
Notes:

a Institutional credit includes credit from government agencies, co-operative agencies, commercial banks including regional rural
banks, insurance, provident funds, financial corporations/ institutions and financial companies.

b Non-institutional credit includes credit from landlords, agriculturist moneylenders, professional moneylenders, traders, relatives
and friends, doctors, lawyers and other professionals.

Source: AIDIS 2005.
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TABLE AT.

Interest rates, India, 2010 (%)

Purpose Interest rate

Bank groupa Range per annum Median
Public sector 7.5-8.25 8
Private sector 7.0-8.75 7.88
Foreign 6.25-11.75 7.25
Microcredit Range per annum Averageb
Housing 23.6-453 34.43
Emergency 20.5-45.3 34.24
Consumption 25.8 - 45.3 37.12
Education 20.1- 453 33.42
Business 17.1-52.7 33.98
Unspecified 11.8 - 44.2 32.03
Notes:

a Base rate of scheduled commercial banks, introduced by the Reserve Bank of India effective 1July 2010; data are for the quarter

ending September 2010, to be comparable with the data for microfinance institutions. Base rate is the minimum rate for all loans.
Actual lending rates can be decided by banks by including other customer-specific charges as appropriate. The base rate is reviewed

every quarter.

b Based on annual percentage rate (APR), a mathematical formula used to express the true price as a standard measure that allows
for the comparison of credit charges among different loan products. This calculation includes most mandatory fees (i.e., processing
fee, service charge, etc.) as well as mandatory security deposits collected upfront (also referred to as compulsory savings or cash se-
curity) or advance collection (or ‘upfront interest’). Based on data collected in May 2010 from 82 national microfinance institutions.

Sources: For commercial banks: Reserve Bank of India undated; for microfinance institutions: MFTransparency 2011b.
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TABLE A8.

Percentage of households reporting expense debt by quintile and purpose (%)

Purpose Quintile

Ecuador
Daily needs 9.0 10.0 6.4 6.7 5.5 75
Health 7.1 6.2 5.4 3.3 3.6 5.1
Education 3.6 5.2 3.1 3.1 4.3 3.9
Celebrations 0.9 0.5 0.5 1.2 03 0.7
Debt repayment 2.8 3.6 3.5 3.5 3.8 3.4
Other 2.4 2.6 3.1 2.6 17 2.5
Any expense debt 23.3 22.5 18.5 16.9 15.7 19.4

Ghana
Daily needs 3.0 3.0 5.1 3.0 2.1 3.2
Health 3.7 4.8 3.0 1.8 1.6 3.0
Education 2.3 3.2 2.1 2.5 3.2 2.7
Celebrations 1.6 1.6 2.8 3.5 1.4 22
Debt repayment 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.2 0.5 1.6 0.9 1.8 1.0
Any expense debt 10.2 12.2 14.3 1.3 9.9 1.6

Karnataka
Daily needs 2.9 2.6 3.3 2.0 1.8 3.2
Health 18.5 173 15.4 13.7 7.2 14.1
Education 7.8 83 5.7 8.1 7.9 75
Celebrations 131 13.0 16.5 15.7 1.1 13.6
Debt repayment 2.2 0.6 0.8 0.8 0.1 1.2
Other 0.0 0.0 0.0 0.0 0.0 0.0
Any expense debt 33.2 32.7 33.9 27.5 21.1 29.7

AN ANALYSIS OF GENDER, DEBT AND ASSETS 84
IN ECUADOR, GHANA AND KARNATAKA, INDIA



TABLE A9.

Incidence of outstanding debt by quintile, household type and purpose (%)

Household type

Ecuador

Non-partnered males

Non-partnered females

Partnered

Ghana

Non-partnered males

Non-partnered females

Partnered

Karnataka

Non-partnered males

Non-partnered females

Partnered

Purpose

Asset debt
Expense debt
Any debt
Asset debt
Expense debt
Any debt
Asset debt
Expense debt

Any debt

Asset debt
Expense debt
Any debt
Asset debt
Expense debt
Any debt
Asset debt
Expense debt

Any debt

Asset debt
Expense debt
Any debt
Asset debt
Expense debt
Any debt

Asset debt
Expense debt

Any debt

Quintile

18.9

20.2
36.6

23.1

421

16.2
9.8
9.4
19.1
13.2
15.8
263

71
222
333
12.7
215
40

211

36.1

59.1

21
18.5
34.5
34

24.8

49.9

5.6
14.9
215

13.3

24.7
14.8
10.7

225

25.2
27.4
66.7
12.5
19.5
395
26.2
352

62.8

16.2
10.8
243
275
17.4
399
37

19.6

49.9

1.9
95
23.8

243

331
19.6
18.2

351

29.8
30.6
67.4
14.8
28.91
48.4
335
333

72.9

22.2
15.6
37.8
20.5
14.6
33.8

44.4

53.8

4.7

7.7
20.4
83
18.7
25.6
15.1

36.4

8.7

31.2
703
16.7
275
577
32.5

29.6

76.4

40.5
34.6
1.8
433
54.5
17.6

63.1

15.6
12.5
26.6
1.3
3.8
213
26.9
9.7
34.8

26.4
16.4
67.9
22.6
14.2

59-4
34.8
19.3

75

21.8

1.4
311
23.8
16.7
375
38.9
21.2

51.9

10.6
9.7
20.7

14.9

24.6
21.9
3.5

32.6

26.8
28.7

585

17.2

234

29.7
30.2

69.1
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TABLE A10.

Incidence by source and purpose of outstanding loans in past year, by sex, for Ecuador, Ghana

and India, 2011 (%)

Indicator

Female
Male
Urban
Rural

Loan source
Credit card
Female

Male

Female

Male

Female
Male
Employer
Female
Male
Family or friends
Female
Male
Store credit
Female
Male

Loan purpose
Funeral or wedding

Female

Loan in the past year

Financial institution

Other private lender

Ecuador
273
28.6
25.9
22.8

319

10.2
71
12.7
10.6
9.9
1.3
4.6
6.7
2.4

3.2

4.7
15.4
14.9
15.8
4.8
5.7

39

05

Ghana

34.6
354
33.8

31.6

351

2.2

2.9
5.8
5.8
5.7
3.4
4.6
2.1
3.0
2.8
33
28.8
27.9
297

53

4.5

43

33

India
30.6
283
32.9
30.4

307

2.5
71
6.7
8.6
6.6
6.4
6.8
5-4
5.1
5.6
19.7
17.8
21.6
6.6
6.3

7.0

3.4

3.6
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Indicator Ecuador Ghana India

Male 1.8 5.3 31
Health or emergencies 91 6.9 14.2
Female 9.8 6.6 12.6
Male 83 72 15.7
School fees 4.8 7.8 5.6
Female 4.1 7.8 6.0
Male 5.5 7.8 5.1
Home construction 4.1 6.0 3.7
Female 4.4 5.6 3.2
Male 3.7 6.5 43
Home purchase 1.2 2.1 23
Female 2.0 2.5 23
Male 2.9 3.0 2.4

Note: Refers to respondents age 15 and over.
Source: Compiled from Findex 2011.

ABLE AT1.

Descriptive statistics for Tables 12a and 12b (categories as %)

Variable Ecuador Ghana Karnataka
Women Men Women Men Women Men
No debt 65.3 55.7 80.9 79.1 66.2 38.4
Any debt 34.7 44.3 19.1 20.9 33.8 61.6
Age 43.71 46.19 43.99 46.17 40.59 45.11
No schooling NA NA 41.0 25.9 46.4 28.4
Some primarya 221 18.1 12.4 9.7 2.6 2.7
Completed primary 28.6 31.0 12.9 9.6 25.8 29.6
Some or completed secondary 35.4 35.4 23.2 33.0 16.6 212
Beyond secondary 13.9 15.5 9.9 20.8 87 18.2
Koranic/ special education NA NA 0.6 1.0 NA NA
Married 47.6 58.7 54.1 65.4 80.7 90.6
Consensual union 26.1 31.9 1.9 12.6 NA NA
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Variable

Never married

Widowed/ divorced/ separated
Currently single

Not employed

Self-employed/ employer

Wage worker

Public wage worker
Private wage worker
Casual/ domestic
Unpaid family worker
Urban
White/mestizo
Indigenous
Afro-descendant
Hindu

Muslim

Christian

Scheduled caste/unscheduled
tribe

Forward caste
Backward caste
Group member
Asset owner
Wealth O1
Wealth 02
Wealth O3
Wealth 04
Wealth Os
Household size
n

Note:

a For Ecuador, the relatively few cases of no schooling have been combined in this category.

Ecuador

Women

4.0
223
NA
338
358
NA
43
19.2
NA
6.9
671
90.7
4.8
4.6
NA
NA
NA

NA

NA
NA
18.3
553
20.2
20.4
20.0
19.8
19.6
4.29
2,656

Men

2.5
6.9

NA

35.8
NA
74
47
NA

65.9
90.1
4.9
5.0
NA
NA
NA

NA

NA

NA

25.2
58.7
17.9

21.4
20.8
19.6
20.2
4.37

2,012

Ghana

Women

6.7
273
NA
15.8

66.6

57
NA

NA

10.2
35.6
NA
NA
NA
NA
NA
NA

NA

NA
NA
61.8
307
18.5
18.6
20.7
213
21.0
4.2

1,774

Men

12.2
9.8
NA
1.0
67.0
20.2
NA
NA
1.8
NA
34.0
NA
NA
NA
NA
NA
NA

NA

NA
NA
571
62.1
13.5
19.1
20.6
221
24.7
4.1

1,454
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Karnataka

Women

NA
NA
193
40.2

6.5

4.8
NA

NA

33.8

35.4
NA
NA
NA
82.4
141
35

25.0

20.0

55.0
35.6
25.1

18.5
201
21.6
211

18.8
4.67

3,750

Men
NA
NA
9.4
8.4
39.2
15.2
NA
NA

372
NA

33.8
NA
NA
NA
82.7
13.9
35

243

19.9
55.8
13.7

73.0
13.7

19.5
22.6
22.9
213

4.95

3,308
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ENDNOTES

1

See Demirguig-Kunt et al.
(2008) for a discussion of
the distinction between
use and access.

The Gender Asset Gap
survey did not collect in-
formation on the terms
of the contract—the
interest rate, the loan
terms, repayment rates
or other features. Nor
did it obtain information
on whether a household
member attempted to
borrow but was not
successful.

A Rotating Saving

and Credit Association
(ROSCA) is formed by

a group of people who
contribute an agreed
amount toa common
savings pool each period.
A member of the group
receives the amount
accumulated during
each period. The cycle
restarts or the group
dissolves after each
person has received the
accumulated amount
once.

Bardasi et al. (2011:430)
point out that “Female
entrepreneurs may be
less likely to apply for
bank loans than male
entrepreneurs (if, for
example, they are more
risk averse). They may
also be less likely than
male entrepreneurs to
obtain bank loans if, for
example, there are cul-
tural barriers (in terms
of property rights or
perhaps discrimination)

or women’s firms are sup-

posedly considered to be
less creditworthy.” We do

not pursue these issues
in this paper.

FinScope is a specialized
household survey in 14
African countries and
Pakistan carried out

in the mid-2000s. It
surveyed four different
population segments: (i)
users of formal banking
services; (ii) users of
other formal financial
services, such as insur-
ance companies, mobile
phone services and
regulated microfinance
institutions; (iii) users
of informal financial
services, including
unregulated Savings
and Credit Cooperative
Organizations (SACCO),
Accumulating Savings
and Credit Associations
(ASCA) and Rotating
Savings and Credit
Associations (ROSCA);
and (iv) individuals
excluded from any
service.

The survey methodology
for the Global Findex
data is that used for

the Gallup World Poll,
relying primarily on
telephone interviews
with more than 150,000
nationally representative
and randomly selected
adults, except in those
areas without telephone
coverage, in which case
interviews are conducted
in person.

The data are based on
more than 38,000 inter-
views in 38 countries in
sub-Saharan Africa.

8

Informal borrowing was
particularly prevalent

in sub-Saharan Africa.
Only 5 per cent of the
sample reported having
originated a new loan
from a formal financial
institution (Aggarwal et
al.2012). Also relevant

to this paper, but using
a much smaller data-
set, Collins et al. (2009)
found that informal
borrowing accounted for
94 per cent of borrowing
in India.

A 2002 census of

the S&L cooperatives
and communal banks
and funds in Ecuador
revealed that at that
time there were 26
regulated cooperatives
(reporting to the SEB)
and 350 non-regulated
institutions reporting
to the Ministry of Social
and Economic Inclusion;
the latter had over half
a million members
(Jacome and Cordovez
2004).

Included in the S&L
cooperatives (mainly in
segment 1& 2) are what
are known as communal
banks or funds (often
averaging only 25 to 30
members) and other
local-level microfinance
groups organized by
NGOs. SEPS aims to

help these institutions
evolve into full-blown
S&L cooperatives or
branches of existing
cooperatives. A main
distinction among these
various forms, besides
their size and geographic
spread, is that while
S&L cooperatives can

14

15

take deposits from non-
cooperative members,
these other forms can
only hold the savings

of their members.The
distinction between
S&L cooperatives and
private banks is that the
former can only make
loans to their members
and cannot sell shares
on the stock market
(Government of Ecuador
2014).

The main microfinance
banks in Ecuador include
the Banco Solidario,
established in 1995

and linked to Accion
International; Credife,
established in 1999 as a
subsidiary of the largest
private bank, the Bank of
Pichincha; and Procredit,
established in 2001.

Susu is a form of savings
whereby daily payments
are made to a collector
over the period of a
month. A small fee is
charged, usually the
equivalent of one day’s
savings, for the services
provided. Deposits are
collected at the work
place or home of clients.

Figures from the more
recent round of the
AIDIS are not available
yet since the survey has
just concluded and the
reports and data are not
yet in the public domain.

See Doss et al. (2011a).

For more details on the
methodology see Doss et
al. (2011b).
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16

17

18

19

In Ecuador, the protocol
for the household
questionnaire was

to interview the
principle couple together
whenever possible and
then each separately for
the individual question-
naire. See Deere and
Catanzarite (2014) on the
rationale.

The module was
administered to each
individual separately in
order to ensure privacy
so that the respondent
could feel safe in reveal-
ing information about
hidden assets and loans.

The information on
collateral was not
consistently reported

in the case of Ecuador
and Ghana, and hence
the use of collateral

is not analysed in this
monograph. In the
Ecuador instrument, the
gateway question on
collateral only referred
to the use of property as
collateral; thus the use
of signed documents
against the asset being
acquired with the loan,
including those signed
by a third party, were
under-reported.

The reconciliation
process for Ecuador, for
example, proceeded

as follows. First, where
debt information was
reported in both the
household inventory and
individual debt module,
the purposes and
amounts provided were
compared. If there was
an exact match, the debt
was considered to be the
same; if they differed

on either criterion,

the case was flagged

for further inspection.
Next, in households

with two respondents
reporting debt, their
individual responses in
the debt module were
compared with respect
to reported purposes,
initial or remaining
amounts or who was
reported as responsible
for the debts in order

to determine if they
were reporting separate
loans or the same one. If
discrepancies appeared,
these cases were also
flagged. The final phase
involved reviewing all
flagged cases by hand
and considering all
information available to
make a determination
as to how best reconcile
that particular case. The
following rules were
applied: If there was a
discrepancy in amounts,
but other information
provided significant
evidence that two re-
spondents were referring
to the same loan, we
took the larger amount
of debt reported. If the
discrepancy was with
respect to who was
responsible for the loan
or involved in the deci-
sion to take it out, but all
other information was
the same, our rule was
to be inclusive, i.e., to
consider this a joint debt
of both respondents.

If the discrepancy was
with respect to the
source of the loan, we
favoured the response of
the owner of the asset or
the response that best
reflected the insights
from the qualitative
fieldwork.

Business inputs were
included in assets since
respondents in Ecuador
and India found it
difficult to distinguish
between business
acquisition and input

21

22

23

acquisition. Respondents
in Ghana were able to
distinguish the business
as an asset along with
inputs of assets in the
business, but for consis-
tency these categories
were combined in the
analysis.

All percentages reported
in the text and tables
are unweighted. These
figures for Ecuador
differ considerably from
previous estimates. A
2003 representative
survey of 2,392 urban
households in the three
largest cities (Quito,
Guayaquil and Cuenca)
found that only 12.5 per
cent of total households
had access to credit in
that year (Jacome 2005).
The 2006 Ecuador Living
Standards Survey, which
is nationally representa-
tive, also found that
only 12.5 per cent of
households received a
loan in the previous year
(Guachamin Andrade
2010: 24).

Wealth quintiles were
constructed based on
the value of gross physi-
cal and financial assets
of households.

For Ecuador, loans
torepay adebt fora
household member to
migrate internation-

ally were included in

the category ‘other’
since very few of these
were reported; cases of
refinancing this type of
debt were more com-
mon and are reported
under debt repayment.
Ecuador’s heaviest
period of international
migration was in the late
1990s and early 2000s,
coinciding with its major
financial crisis. Since

24

25

26

27

debt to finance such
trips is usually repaid as
soon as possible, usually
in the initial two to three
years abroad, Deere et
al. (2014) found that the
migration debt made

up only 2 per cent of the
total uses of remittances
in the 2010 EAFF-Ecuador
Household Asset Survey.

In Ecuador and Ghana,
household type cor-
responds to household
headship, with
‘traditional male-headed
households’ being disag-
gregated into those that
parallel female-headed
households, i.e., those
with no partner versus
those where an adult
couple is present.

Wealth studies in the
United States have
consistently found

that married-couple
households have
substantially greater

net worth than non-
partnered households,
with the difference
being much greater than
might be accounted for
by the number of adults
(Deere and Doss 2006;
Schmidt and Sevak 2006;
Yamokoski and Keisler
2006).

Individuals here are
respondents to the
individual questionnaire
in each country with
respect to whether they
themselves hold debt,
either by themselves or
jointly with their partner
or someone else.

For comparison
purposes, we use the
Findex data to tabulate
the incidence, purpose
and source of outstand-
ing loans for individuals
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28

29

30

in Ecuador, Ghana and
India (see Appendix Table
A10). More individuals in
India report outstanding
loans for health or emer-
gencies than in Ecuador
and Ghana, and more
men than women report
outstanding loans for
these purposes in India
and Ghana whereas it is
the reverse in Ecuador.

This calculation excludes
respondents who had
debt but did not know
the amount of the debt.

For Ecuador, the cat-
egory of business/store
credit includes direct
financing by developers
for the purchase of
dwellings.

The Findex data does
not contain information
on all sources of loans
and the categories are
not exactly the same;
nonetheless, Appendix
Table A10 shows that in
Ecuador, 11 per cent of
males and 10 per cent
of females borrowed
from a financial
institution in the past
year.The percentages
are lower in Ghana and
India (6 per cent of
both men and women
report borrowing from
a financial institution

in Ghana,and 7and 9
per cent, respectively, in
India). This is far lower
than those who report
borrowing from informal
sources: in Ecuador, 15
per cent of women and
16 per cent of men report
borrowing from family
or friends and 6 females
and 4 per cent of males
report using store credit.
In Ghana, 28 per cent
of women and 30 per
cent of men borrow
from family or friends

31

32

33

34

(and 6 and 4 per cent,
respectively, have used
store credit) in the past
year.In India, 18 per cent
of women and 22 per
cent of men have taken
a loan from family and
friends and 6 and 7 per
cent, respectively, have
used store credit in the
past year.

In Latin America, retail-
ers such as department
store chains have
played the leading role
in offering consumer
credit to medium- and
low-income groups.

The trend in the larger
economies of the region
has been for instalment
loans for the purchase
of appliances to evolve
into store cards and then
co-branded credit cards
with banks (Capizzani
et al. 2012). In Ecuador,
instalment loans still
predominate.

This information is not
available for Ghana.

Households may take
on too much debt and
become over-indebted if
they are overoptimistic
and/or lack basic
financial literacy (Lusardi
and Tufano 2009),
expect to be bailed out
(moral hazard) or have
too much debt pushed
onto them by banks.

We did not pursue
analysis of the amount
of debt held by
individuals, in part
because individuals
could pay off their loan
at different rates for
reasons not associated
with the amount of the
debt. Moreover, we do
not have information on

the terms of these debts.

35
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Also, we do not have
information on loans
that were taken out
during the survey year
that have already been
repaid.

Pseudo R-squares are
useful in evaluating
multiple models predict-
ing the same outcome
on the same dataset.
While we report them in
the tables, our primary
interest is in the Wald
statistic, which tests
the significance of each
statistic in the model.

The results of the
step-wise regressions
are available from the
authors.

We follow the conven-
tion in the economics
literature, which tends to
report marginal effects
over odds ratios (Norton
2012), partly because
they are largely unaf-
fected by unobserved
heterogeneity, unlike
odds ratios. In each
case, we report robust
standard errors and,
where appropriate,
standard errors that
adjust for clustering
within households.

In the men’s regression
for Ghana, in the
categorical variable for
occupations, being an
unpaid family worker

is dropped due to the
few observations in this
category. In the case

of Karnataka, being an
unpaid family worker
has been included in
the base with not being
economically active for a
similar reason.

Messier (2005), for
example, shows that

40

among households with
informal sector enter-
prises in urban Ecuador,
those who borrowed

to meet consumption
needs have lower levels
of investment in their
enterprises than those
who borrowed for
investment purposes or
did not borrow.

See Deere et al. (2013) on
how marital and inheri-
tance regimes explain
the large gender asset
gap among spouses in
Ghana and Karnataka as
compared to Ecuador.

Floro and Messier (20m)
report a mean debt
service ratio (monthly
debt payment to
monthly income) that is
much higher for women
than men among urban,
informal sector workers
in two cities in Ecuador.
This is not directly
comparable to our data
since we did not collect
information on the debt
service ratio.
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