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Women own more than half of all micro,
small, and medium enterprises in Indo-
nesia. But of the estimated 22-33 million
businesswomen in the country, most operate
informal unregistered microenterprises, with
significantly fewer assets and profits than men’s.

The stark gender inequalities in entre-
preneurial ventures are evident in our
baseline analysis of women and men entrepre-
neurs in East Java.! That analysis showed that
business assets and outcomes are skewed 2 to 1
in favor of the men. Only 32% of the observed
gap in earnings is explained by differences in
characteristics (age, marital status, education,
cognitive ability, risk taking, and business and
household assets) that give men entrepreneurs
a headstart over women.? So, to unlock these
women’s economic potential, policies must
go beyond equalizing characteristics between
men and women to addressing social customs
and gender discrimination in service provision
that tilt business environments in favor of men.

Ongoing study of supply- and demand-
side interventions

An ongoing randomized controlled trial
(RCT) to study the effectiveness of sup-
ply- and demand-side interventions on
the constraints to women entrepreneurs’
access to mobile savings offers early indica-
tions of efforts to empower women and equalize
business environments in East Java (see box).?

The mobile savings RCT design: A random
sample of 4,828 business owners (59% wom-
en and 41% men) was selected for the study in
401 villages in East Java in which mobile sav-
ings products were available. Half of the 2,800
women were randomly selected and offered an
average three-hour group session for training
in financial literacy—including information on
using mobile phones for banking, signing up for
a mobile savings account, and engaging in prof-
itable business practices.

At three subsequent group mentoring visits,
the businesswomen could ask questions and
practice what they had learned in the financial
literacy training, to test whether the training
and the mentoring affect women’s uptake of
mobile savings products (therefore addressing
demand-side constraints). The other half of the
women and all of the men did not receive the
training but could sign up for the mobile prod-
uct (control).

The supply-side intervention tested wheth-
er financially incentivizing village bank agents
increases uptake of mobile savings products.
It recruited 400 male and female branchless-
banking agents (at least one per village, 47% of
them women) to receive two levels of monetary

Testing supply and demand
Village-based branchless banking agents ran-
domly received low or high financial incen-
tives to promote mobile savings products to
new customers. Half of the businesswomen
randomly received group training and men-
toring to increase the uptake of the mobile
savings products. All bank agents received
training on the product and information
on the importance of targeting the under-
served, especially women.

2,800 women entrepreneurs (+2,000

men entrepreneurs)

e 1,200 women (mobile savings)

e 1,600 women (mobile savings + group
financial literacy training)

400 branchless bank agents (men +
women)

e 200 agents (low incentives + training)

e 200 agents (high incentives + training)

incentives for signing up clients. Half were ran-
domly assigned to receive a low incentive pay-
ment (Rp. 2,500, about $0.20), and the other
half a high incentive payment (Rp. 20,000,
about $1.50). All agents received training, in-
cluding on the importance of targeting the fi-
nancially underserved, especially women.

Short-term results—one year after
baseline survey

The results reported here summarize
findings from a survey in early 2018 to
roughly half the total sample, about a year
after the baseline survey. The data are for
2,319 entrepreneurs: 1,344 women and 975
men from 200 villages. Data were also gath-
ered from bank administrative records on 189
agents from the same villages and on total
mobile financial transactions by village. Lo-
gistical problems with agent recruitment and
training, which had to be phased over several
months, and connectivity problems with the
mobile platform (both now resolved) delayed
full implementation of the supply-side treat-
ment. These problems, and the resulting delay,
were the reason for restricting the short-term
measure to half the sample and for focusing the
analysis on results of the demand-side inter-
vention on the businesswomen.*

The short-term results suggest that the
financial literacy training was effective
and that it had an unexpected “empowerment”
effect that was bolstered in villages with bank
agents under high incentives. No other sup-
ply-side effect was significant in this set of re-
sults.® Here are the results in more detail:



1.

The training increased women’s knowl-
edge of mobile money generally and mo-
bile savings in particular. The training had a
highly significant effect in increasing women'’s
knowledge of mobile money and mobile savings
(see figure). These direct outcomes, as expected,
were not affected by the level of incentives given
to bank agents.
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The training—and additional knowledge—

also increased businesswomen’s likeli-
hood of opening a mobile saving account.
This effect is significant but small (owing to dif-
ficulties in recruiting agents and operating the
mobile platform). Similarly, agents’ incentive
levels had no noticeable effect on this outcome
(see figure).
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. The training had a marginally significant

effect on women’s savings balances and
e-savings during the past three months
but no significant effects on borrowing
(see figures). There is suggestive evidence
that when bank agents receive the high incen-
tive, women’s saving balances and e-savings are
enhanced.

. There were, however, no significant ef-

fects on reported business outcomes
(business assets, revenue, profits, num-
bers of paid and unpaid workers, estab-
lishment of a second business). The lack of
significant effects of the training and the agent
incentives could be related to the supply-side
treatments not being fully operational during the
entire reporting period. So, it is difficult to make
inferences about the interventions’ possible lack
of economic impacts.
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5. The training and mentoring increased the
likelihood of women reporting that they
were the sole decision-makers on several
household decisions, and the presence of
agents with the high incentive enhanced
this effect. The training’s effects on these
self-reported measures of empowerment (mea-
sured through household decision-making ques-
tions) were consistent and significant; there is
also a positive significant effect of the higher
agent incentive on these empowerment outcomes
and an interaction effect between training and
incentives (see figure). The high incentives aug-
mented the empowerment effect of the training.
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* Values are insignificant.

Since the businesswomen did not increase their
earnings, the empowerment effect is likely related
to greater self-confidence from increased knowledge
about mobile savings and accessing this financial
product (encouraging economic self-reliance) and



from the social validation or affirmation from train-
ing and mentoring with peers.

Self-confidence was likely bolstered by awareness
of being served by a highly paid agent. Agents were
randomly assigned to either a “public” or “private”
condition—in the former, entrepreneurs knew the
level of incentive the agents received, but in the lat-
ter they did not. Further analyses disaggregating by
“public” versus “private” showed that the interaction
effect between training and incentives was signifi-
cant for four of six outcomes when incentives were
public and only for one of six when incentives were
private. This suggests that the entrepreneurs’ knowl-
edge that they were receiving high-quality services
(because the agents were being paid more)—rather
than the improved service of highly paid agents—is
what contributed to this empowerment effect.

6. Consistent with these empowerment ef-
fects, the training and high incentives had
positive general welfare effects on the
businesswomen. The training had a positive
significant effect on both women’s assertiveness
and their positive attitudes (see figures). In addi-
tion, the training and the high incentive had a sig-
nificant positive effect on a household asset index
(constructed from a list of 20 consumer durables
owned by the household; see figure). This posi-
tive effect on the index is not easily explainable,
however, given the insignificant or small estimat-
ed effects of the training and the incentives on
business outcomes and other income measures.
But it is possible that small gains in business in-
come from access to mobile savings plus women’s
increased household decision-making power re-
sulted in significant growth in household assets
without accompanying significant growth in
business outcomes.
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Summarizing, the overall results show a con-
sistent picture: the financial literacy training had,
aside from direct effects on knowledge of financial
products and saving behavior, an empowerment
effect on businesswomen that for some measures
was enhanced by the presence of more highly paid
service providers (bank agents “publicly” receiving
higher incentives). In addition, both the training and
the high incentives seem to have had a household
welfare-enhancing effect.

Empowerment effects—lasting or
short-lived?

Are these empowerment effects of the financial
literacy training (enhanced by the presence of a
knowingly highly paid service provider) lasting or
short-lived?

There is evidence for both in the experimental
literature. An evaluation of a series of multifaceted
graduation programs for the very poor found only
a short-lived effect on women’s empowerment that
vanished a year after the programs ended.® This sug-
gests Hawthorne-like effects (that is, the women
increased their agency perhaps only as result of the
attention they received in the experiment). But oth-
er studies that combined business training with af-
firming or self-confidence—enhancing psychological
messages—or the supportive presence of a friend—
empowered women over a longer time and resulted
in positive economic outcomes.” In a more intensive
case of this psychological boosting, cognitive behav-
ioral therapy (16 sessions) had a similar empower-
ment effect on the decision-making over household
expenditures of perinatally depressed mothers in ru-
ral Pakistan—which was observed 7 years after the
psychological intervention ended.®

Stay tuned

The East Java project has since implemented addi-
tional measures to address the logistical and oper-
ational problems encountered during the project’s
initial year, and a follow-up assessment is planned
for the end of this year. This follow-up should give a
better indication of whether these observed empow-
erment effects were just an experimental artifact or
are more lasting and help to equalize business envi-
ronments for women and men in East Java. Similar-
ly, this follow-up measure should clarify the possible
household welfare-enhancing effect of the training
and the high incentive.



Details of the survey and treatment
The midline survey data were collected during
a one-month period in February 2018 in 200 of
the 401 study villages in East Java (the 200 vil-
lages were not randomly selected intentionally;
they are the villages in which the agent and busi-
ness owner training had been completed by the
time of the survey). In each village, 7 women and
5 men entrepreneurs were randomly selected for
the study and responded to a baseline question-
naire in two phases (107 villages from November
2016 to February 2017 and 294 villages from July
to November 2017). Of the respondents, 1,344
women entrepreneurs and 975 men entrepreneurs
were re-interviewed, as well as 189 bank agents
(one agent per village). All the entrepreneurs were
business owners between 18 and 55 years old, re-
sided in the village, and owned a mobile phone.
Half the women were randomly selected to re-
ceive an average three-hour group sessions for fi-
nancial literacy training, including information on
using mobile phones for banking, on signing up for
a mobile savings account, and on engaging in prof-
itable business practices, plus three group mentor-
ing sessions following the training for asking ques-
tions and practicing what they learned (90% of the
women completed the training and the mentoring).
The other half received no training but could open
mobile savings accounts. Half the bank agents were
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