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Abstract:

The study aimed to measure the impact of financial inclusion on
the inequality of income distribution in the Egyptian economy, by
relying on the Bound Testing Approach and using the Autoregressive
Distributed Lag (ARDL) model. In the analysis and measurement, the
study relied on a time series for the period (1980-2020), using the
Financial Institutions Access (FIA) indicator, and the Financial
Institutions Depth (FID) indicator as indicators of financial inclusion, in
addition to a number of standard control variables. The study also relied
on the Gini coefficient as an indicator of variance. The study found a
significant effect of the Financial Institutions Access indicator in
influencing income inequality in the short and long term, but the
direction of the effect differs in the two terms; While in the short term it
leads to an increase in the inequality index by 0.19 points, in the long
term it leads to a decrease in the inequality index by 0.26 points. The
study also found the significant impact of the Financial Institutions
Depth in reducing the inequality in the distribution of income in the
short and long term, where an increase in the value of the index by one
point leads to a decrease in the Gini coefficient by 0.08 in the short term,
and by 0.12 in the long term. This confirms that the ability of financial
inclusion to reduce income inequality in Egypt is not achieved through
direct access for the poor to credit, but through the access of more
startups and entrepreneurs to financial services and the granting of
credit to the private sector, which encourages them to expand
production and increase employment opportunities and offering higher
wages,so inequality decreases in the long run.
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