
 

 

  



Maximilian Kallenbach   

MA Thesis  2 

 

Financial Inclusion in Africa  

 

 

 

 

Masterarbeit  

zur Erlangung des  

Mastergrades  

der Kultur- und Sozialwissenschaftlichen Fakultät der  

Universität Luzern  

 

 

 

vorgelegt von  

Maximilian Kallenbach  

15-739-766 

 

Eingereicht am 21. August 2020 

 

 

 

 

 

 

 

 

 

 

Erstgutachter*in: Ass.-Prof. Dr. Lena Maria Schaffer (Universität Luzern, Luzern, Schweiz) 

Zweitgutachter*in: Prof. Randall Germain, PhD (Carleton University, Ottawa, Kanada) 



Maximilian Kallenbach   

MA Thesis  3 

 Abstract  

Financial inclusion is a relatively new phenomenon. It was rooted in the Arab Spring 

movements and had been booming in Africa during the past decade. Today, more than sixty 

countries worldwide have a financial inclusion strategy, and still, 1.7 billion people around the 

world remain unbanked. Various influences impact the degree of financial inclusion in a coun-

try, i.e. education or political stability. Although financial inclusion is most commonly found 

in developing countries, scholars have found that a lack of education explains financial exclu-

sion in developed countries. Education as a requirement for financial inclusion is the backbone 

of my argument. The paper tries to answer the question; does more educational spending lead 

to more financial inclusion? Although there is evidence from different countries that education 

remains an important issue in the whole financial inclusion debate, this paper demonstrates no 

direct relationship between governmental expenditures on education and financial inclusion. 

Still, the four-country analysis investigates various issues such as the role of government, the 

role of international institutions, the risks of digitization, and concludes that financial inclusion 

does not always mean financial inclusion.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

‘Financial education should focus on the most pressing issues – in other words, those that do 

most harm if not addressed. Some issues are particularly urgent, such as helping consumers 

to stay safe in this digital age.’  

Angel Gurria, OECD Secretary-General 
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Introduction  

The text ‘Concerning Violence’ (Fanon, 1963) divides the colonial world into two 

spheres: the policemen and the soldiers, or the settlers and the people living under oppression, 

aka the natives. In capitalist countries, so he argues, it is the educational system that divides the 

people. The educated people with access to knowledge, services, and resources on one side, the 

un-educated people with limited access to the same products on the other. (Fanon, 1963) 

Although this example comes from 1963, it has not lost any of its currency. Still, in 

many countries, we have a division between the educated and the uneducated people, and it 

clearly shows. While some people with access to education have better opportunities and more 

access to resources, people who do not have access to education are behind other people. Un-

fortunately, this has adverse effects on the development of the people and the country's political 

and economic development. In most capitalist countries, development is characterized by peo-

ple participating in the economy and accessing financial products. Access to education, access 

to money, and access to the opportunities to grow; it sounds reasonable to most people to access 

a bank account these days. Unfortunately, it is not a normality for many people in Africa. Or 

even worse, people could have access to financial services; however, they lack the education to 

use them or are denied access to financial services due to a lack of education. That means that 

a person might not have the necessary skills to open a bank account or apply for a loan. Is a 

degree or a high school diploma required to open a bank account? Well, given that we go to a 

branch and ask the employee to open a bank account, we say no, a degree is not required to 

open a bank account. The only thing that is needed is a national identification document with 

you. But people that lack education tend to have fewer opportunities to use offered financial 

services. They either do not know about their right to open a bank account or have never learned 

how to use financial services. Education has been named a major barrier towards financial in-

clusion, and urgently needs to be addressed by governments. (United Nations, 2019) Financial 

inclusion is also among the most quoted reasons for poverty and means ‘that individuals and 

businesses have access to useful and affordable financial products and services that meet their 

needs – transactions, payments, savings, credit and insurance – delivered responsibly and sus-

tainably.’ (WorldBank, 2020) People do not know how to budget or calculate an interest rate 

because they do not have the necessary mathematics skills or a basic understanding of financial 

terms. This is the problem people face in many countries, especially in Africa, all the time when 

it comes to using financial services.  
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Financial inclusion means that all people have access to financial services. It is a policy 

that is actively promoted and supported by the United Nations and the World Bank. It seeks to 

unlock economic opportunities and improve lives by providing everyone with the financial tools 

they need to protect against hardship and invest in their futures. That is the theory behind fi-

nancial inclusion. However, this is not a reality in 2020. There are still countless countries 

worldwide where residents do not have (or little) access to financial products and prevent them 

from experiencing economic growth or political and social development. This leads to adverse 

effects for both the residents and the national economy, e.g. an increase of illicit financial flows 

or less educational possibilities for the population. Governments can also benefit from better 

oversight of economic activity and a decline in the black market economy, which goes unregu-

lated. Unfortunately, due to not having access to financial products, this is unattainable for mil-

lions of people worldwide. Financial inclusion is an integral part of the Sustainable Develop-

ment Goals since many goals are linked to a bank account or people being able to use financial 

services. When we talk about leaving poverty behind, it includes having access to financial 

services such as loans for small businesses or a family's savings account. It is a simple require-

ment to achieve those goals, which is why financial inclusion is indirectly mentioned in eight 

out of the seventeen development goals. However, the UN cannot perform magic. This means 

that the UN cannot come to a country and ‘just implement a financially inclusive society,’ and 

then everyone is happy. No, financial inclusion, when successful, requires a great deal of pre-

existing work done by countries. Sure, the UN might support the pre-existing work, but the lion 

share needs to be done by a national government. What do I mean by pre-existing work? I mean 

spending money on education, for example, to fight financial illiteracy. Financial illiteracy 

means not ‘having the knowledge and skills to make responsible economic and financial deci-

sions’ and is a result of a lack of education. (Ontario Ministry of Education, 2018) As previously 

mentioned, if people cannot use a bank account simply because they do not understand the 

bank's language, it is unlikely that people will open a bank account, let alone apply for a loan 

or plan retirement savings. How well a country is educated depends on how much a state invests 

in education and how much it wants its citizens to be educated. It also depends on a country’s 

economic strength, but this shall not bother us right now. (United Nations, 2019), (Finke, Howe, 

& Huston, 2011), (Jappelli, 2010) 

My thesis will focus on financial inclusion in Africa. Africa is an exciting continent to 

study Financial Inclusion. While the Middle East has focused on Fintech1 and Asia focused on 

                                                 
1 Financial Technology  
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the preponderance of wallets for instant payments, Africa has focused on financial inclusion in 

general in the past decade. Digital technologies are causing a rapid and dramatic change in the 

country's development and are therefore absolutely worth writing a thesis on. Not only does it 

foster economic growth, but it also leads to more political opportunities for a country. (United 

Nations, 2020) Next to the discussion of how education helps promote financial inclusion, I 

aim to describe the positive effects of financial inclusion on political and economic develop-

ment. Access to financial services strengthens the national economy, which allows Africa to 

grow and to develop. The United Nations emphasizes the importance of financial inclusion, but 

without education, helping people to use financial services, there is no financial inclusion within 

a country.  

You can break it down to one single question: How does education influence financial 

inclusion? This is my research question for the thesis. I will do an in-depth analysis of four 

African countries to answer the question. I have randomly picked four countries with two coun-

tries that spend more money on education and two countries that spend less money on educa-

tion.  

I will start my thesis by first going through literature. A solid foundation is vital for the 

fruitful discussion of the relationship between education and financial inclusion. After the de-

bate, I will extract three significant statements that will later be transformed into my argument. 

My argument has elements from the literature discussion and describes the niche I found in the 

whole debate on education and financial inclusion. After this, I will briefly discuss three major 

areas (The role of education in the world, Financial Inclusion, and Africa), which is necessary 

to identify significant problems and telling the reader why it is interesting to write a thesis on 

such a topic. Also, it is vital to have such a section because it defines specific terms. The final 

step is methodology before I will start with my empirical analysis. During the empirical analy-

sis, I will first discuss the results from the data analysis and then dig deeper into the relationship 

between education and financial inclusion per country. This shall be the central part of my 

thesis, and should first answer the research question and second either reject or accept my hy-

pothesis. I hope to find some supporting evidence for my argumentation in the analysis part. 

The thesis ends with a discussion of my results, main findings, outlook, and finally, my conclu-

sion.  

Main part  

After the introduction, I will now start with the central part. The central part will be split 

into three sections: literature discussion, discussion of three major topics, and the empirical 
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part. The research question, alongside the hypothesis, will be the central theme throughout the 

main part.  

Theories  

In my thesis, I aim to research the relationship between education and the degree of 

financial inclusion in four African states. Due to the small number of countries, the goal of this 

research is to deliver supporting evidence for my hypothesis that increased educational spend-

ing is positively correlated with financial inclusion in different states. In the next chapter, I will 

discuss various author's findings. What is the current state of literature? What does the research 

say about the relationship between education and financial inclusion? I will start by discussing 

results from the first selection of texts that examine the role of education, focusing on Africa, 

then more broadly on a global scale. This aids in understanding the critical role of educational 

spending in Africa and how it influences policies. After this, I will first examine how financial 

illiteracy is measured in countries and second discuss the relationship between education and 

financial inclusion. Furthermore, the literature chapter is followed by a subsequent chapter, 

where I will discuss the three major topics (financial inclusion, the role of education, and Af-

rica) more in-depth. This chapter will also discuss the links between education and financial 

inclusion regarding the literature.  

I end the literature discussion with a solid fundament of how a financially literate soci-

ety leads to more financial inclusion. This is the central theme of my thesis. I will talk about 

this link and the broader context of education in political and economic development. I end this 

chapter with three major statements that eventually will serve as the theoretical foundation of 

the argument in the following section. Two points are vital for me when I discuss the theories 

and later formulate my argument: I wanted different areas related to education and financial 

inclusion to be taken into account, and I wanted to find a topic that is not entirely explored yet.  

Education in Africa2 

Megna Diamonde begins his text by saying that in Africa, you have had a lot of excite-

ment and hope for political and economic growth during the last 30 years and eventually ended 

up with a nightmare filled with civil wars, terrorism, and instability. Many of these problems 

lie within failed economic and political management. In Africa, there is a need for visionary 

leaders who can set realistic and achievable goals and a committed population able to work 

                                                 
2 ‘Strategy for Increased Stability in Africa’, published in 1994 in Naval War College Review by Megna 

M. Diamonde  
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towards those goals. What does history tell us about Africa's development? 'Most African mil-

itary coups d' état have been reactions to economic and political mismanagement - mismanage-

ment that often resulted in a very distribution of power and wealth.' (Diamonde, 1994) This is 

one of the major problems in Africa: economic and political mismanagement. Instead of growth 

and development, many countries faced political and economic problems. The seeds of insta-

bility in African countries were present at the very creation. Education scores high when it 

comes to promises of politicians to help the people, but too often, it remains just political talk. 

I explicitly want to highlight three factors that he presents in his argument that have 

prevented Africa's development and stability, namely ill-defined fundamental national purpose, 

power, and accountability.3 I will briefly summarize these three issues as they are vital for my 

argument:  

- Ill-defined fundamental national purpose: Does the state exist to ensure all citizens' 

wealth and well-being or just that of the rulers? Is education granted to everyone to 

achieve growth and development?  

- Power: What is the state able, or not able, to do? This is not about the rulers and 

their willingness to allow financial inclusion to happen; it is about the ability to let 

financial inclusion happen.  

- Accountability: The relationship between the rulers and the people. Is the state a 

foreign creation? Unfortunately, the answer to that question has very often been yes, 

in Africa. External influences adversely affected the creation of new states. When 

discussing financial inclusion in the analysis, it is essential to remember that finan-

cial inclusion must not be a foreign creation but an internal motivation.  

'Even if the problems of ambivalences were solved, African states would not magically 

become more economically successful or more stable.' (Diamonde, 1994) It supports the theory 

that development is not a magical process in a country, and every nation needs to focus on these 

points mentioned above.  

Diamonde dives further into the role of education in Africa to foster economic and po-

litical development. Education can exert a powerful influence on the economic and political 

development of a state, and civilian education is among the most reliable driving factors to help 

Africa recover from long-term economic weakness. Prime examples of the importance of edu-

cation are the so-called tigers and dragons, ASEAN's member states. They spend a lot of money 

                                                 
3 He only mentioned those points, they are originally from Christopher Clapham. (Clapham, 1991) 
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on education and have experienced spectacular economic development in the past thirty years. 

Without the tigers and dragons' excellent educational programs, economic progress would not 

have been so rapid and remarkable. However, a dynamic economy and country require the par-

ticipation of all the people. He uses a 1989 World Bank report on the sub-Saharan region in 

Africa.4 The report says that states must improve their ability to provide basic health, nutrition, 

technical skills, and education. Next, countries must restructure public and private institutions 

to create a context where skilled workers can function effectively. Those points may lead to 

political and economic development, but 'to address development, Africa must first concentrate 

on education.' (Diamonde, 1989) Education can form the foundation for building stable and 

modern states in Africa. Proper education for the people could break the cycle of poverty; this 

is the goal of economic and political programs. Back then, the majority of the citizens could not 

even read or understand what intellectuals were saying.  

Diamonde says that African history would have been different if they had had a Mar-

shall Plan. That means assistance with technical, financial and resource bound means. Through-

out much of Africa, the absence of accepted national values is a severe obstacle to internal 

stability and security. Only through education can Africa forge a smooth marriage between the 

organizational ways of the modern state and the traditional behavior that is still firmly embed-

ded in the majority of the population. Diamonde points out another critical problem. Rulers 

often do not respect their constituents and view themselves as royalty rather than public serv-

ants. That is super important to consider first since it does not make much sense for international 

organizations to work with those countries when there is no interest in sharing knowledge and 

including the people. Because of their ignorance in political matters such as elections and peace-

ful protest, they believe they are powerless and must not participate. It is the same as in all the 

other developed states around the world. It is not just an 'African thing'; it could also be a Eu-

ropean or an American thing. The education of civilians leads to a stable and economically 

healthy state. It is argued that an uneducated and uninformed populace does not participate in 

economic or political processes. Participation is the keyword here. 

How can we connect those findings to financial inclusion? Education is important for 

development in Africa, and the government's role is vital in the financial inclusion debate. Fur-

thermore, we shall not forget that financial inclusion requires all the people to participate in the 

whole process, but this relies again on the government and its policies. A lack of education or 

knowledge on how to use financial services might prevent participation and financial inclusion. 

                                                 
4 Please note that this is the region where we can find booming numbers of mobile banking users. 
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Also, it depends on the development of various policies in Africa that influence the degree of 

financial inclusion. It is an interplay between education and participation. Both issues are re-

quirements for financial inclusion, and they both rely on the government.  

Needless to say that under unfortunate economic and political circumstances, there is 

not a chance that people might have a bank account, let alone have ever applied for a loan or a 

mortgage.  

The role of Education 

I start this chapter by asking one question: Does educational spending lead to more eco-

nomic growth? Cooray (2009) says no, Baldacci et al. (2004) say yes. In the following chapter, 

I will discuss both results and present opposing views on the matter.  

Cooray's research is based on Hannushek and Kimko (2000) findings, where they find 

a reliable and robust correlation between cognitive skills in mathematics and economic growth. 

This argumentation would be supported by (Lusardi & Mitchell, 2011), which is why they only 

use simple mathematics questions to measure the degree of financial literacy.  

Resource constraints are among the most quoted reasons why developing countries face 

severe economic challenges. Furthermore, the study shows unambiguously that enrolment ra-

tios do have a positive impact on economic growth. Only a 1 percent increase in the primary 

enrolment ratio leads to a 0.16 percent increase in per capita income. It means that the more 

people can go to school, the more it fosters economic growth. The following graph demonstrates 

the positive correlation between Gross Enrolment Ratio (in the primary school) and the GDP 

growth and serves as a valuable fundament for my argument. 
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Figure 1: Relationship between gross enrollment and GDP growth (Cooray, 2009) The regression reports a coefficient of 0.13 

with a SE = 0.05 and N = 46 

Although I will use different variables (educational spending // degree of financial in-

clusion), this supports my argument because my research is not far from Cooray's work. We 

both share the same theoretical foundation that education is a requirement for economic devel-

opment. We need to find support from within the country to foster economic growth and polit-

ical development. Cooray used the Cobb-Douglas Specification as a theoretical foundation and 

extended it to incorporate education quality. The Cobb-Douglas Specification represents the 

relationship between one input and the specific output produced with that input(s). Both human 

capital and education quality depend on the educational expenditures of the government. And 

the more money is spent on education, the better the outcome.  

 However, she does not find a relationship between educational spending and economic 

growth. The coefficient (0.01) is so small that we cannot say that there is a relationship. Her 

main findings mainly state that a higher gross enrollment leads to more economic growth, but 

they did not find any relationship between educational spending and growth. To answer why 

she did not find a link between educational expenditures and economic growth, she critically 

asked if 'all the measures of human capital promote economic growth.' (Cooray, 2009) No, they 

do not. That, so she says, is the reason why there is not always a feasible relationship between 

educational spending and economic growth.  
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It is interesting for me, though, to see a relationship between class enrolment and eco-

nomic growth.5 Her period was from 1999 – 2005, where she looked at different countries 

worldwide for the research. As always, in social sciences, there is a discussion of whether there 

is a relationship or not. Some scholars find supporting evidence while some do not, but I wanted 

to discuss these results to give a broad overview of the topic.  

I will now go over to another article from Baldacci, Clements and Gupta, 2004 that 

specifically addresses the same topic: the relationship between educational spending and eco-

nomic growth. Let us see what the differences between their respective methods were to find 

out more about this relationship.  

In 2004, Baldacci et al. found a positive relationship between educational spending and 

higher economic growth. Their paper contributes to the debate on how educational spending 

helps support growth by providing an assignment of social spending and other policy interven-

tions on human capital and economic growth. For them, spending money on education is an 

investment in human capital. The role of public policy is essential to help countries to achieve 

development goals. Their results are based on a panel dataset covering roughly 120 developing 

countries for a period of 25 years (1975 – 2000). Higher education levels increase public aware-

ness and families' capacity to address their own needs, such as having access to financial ser-

vices. They name education as a critical pillar in contributing to the growth and say yes to 

Cooray's question: human capital promotes economic growth. An explanation for their different 

results might be the dataset and the equation, which I discuss in the next paragraph.  

Drawing upon Mankiw et al. (1992), Barro (1996a and 1996b), Bassanini and Scarpetta 

(2001), Bloom and Sevilla (2004), and Gyimah-Brempong and Wilson (2004), their growth 

equation consists of health capital and educational capital. The equation is y = f (s ,he,ed,Ω). I 

will not discuss the whole concept of the growth equation; the most important thing for us to 

know is that education is part of their argument. The education equation, a sub-equation, con-

sists of the school population, a school quality indicator, and the amount of educational spend-

ing. The text finds that education capital positively contributed to growth and development. 

Alongside this, their results show that an increase in educational spending of 1 percent of the 

GDP is associated with an increase in the enrollment rate of 6 percent within five years. This is 

proof of the importance of educational spending. Alongside this, they also support Cooray's 

findings. Their data shows that an increase in 1 percent of enrollment rate is associated with a 

0.1 percent increase in GDP per capita growth. Although this is not a high number, the effect is 

                                                 
5 These results will be interesting when I discuss Lusardi & Mitchell (2011) results in the next chapter. 
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1.5 times that in middle-income countries. The highest effect is to be found in sub-Saharan 

Africa, the lowest in Central Asia.  

Furthermore, they address the role of governments. Recent research has highlighted the 

vital role of institutions and governance in mediating the nexus between social spending, indi-

cators, and growth. Therefore, it is inevitable to address the role of governments in the whole 

debate when it comes to financial inclusion. Poor governance has been identified as a key cause 

of ineffective social spending.6 That is the secret within the entire discussion: good governance 

is a requirement for enabling financial inclusion. If a government is not willed to spend money 

on key issues such as health or education, it leads to failed policies, no economic growth, and 

other political problems. As the government is responsible for educational spending, we should 

note that the government is, therefore, in a relatively powerful position to influence the degree 

of financial inclusion and financial literacy. They said that poor governance reduces growth 

mainly through its impact on human capital and investment. A country with poor governance 

tends to have a growth rate of about 1.6 percent lower per year than in other countries. As it is 

often observed, education on growth varies in different income and regional country groups. 

The impact of education on growth is more pronounced in low-income countries. Therefore, 

Africa is a great continent to study the implementation of financial inclusion. 

 Before I end this chapter, I will analyze the country's policy implications. We have seen 

that there is a chance for a positive correlation between education and economic growth. We 

have seen that spending more time at school leads to more growth. We have seen that govern-

ance is essential. However, one must remember that there is a significant time lag between 

increases in educational spending and the realization of the full effects. This does not happen 

just overnight. It is a long term process. Baldacci et al. argue that two-thirds of education's 

direct impact is seen within five years, the full impact of up to 15 years. Policy interventions 

need to be adjusted to that, and the quality of governance strongly influences educational poli-

cies. The positive effects are the highest in low-income countries and the sub-Saharan region.  

Financial literacy around the world  

After discussing the positive impact of educational spending, I will now focus more on 

education, financial inclusion and financial literacy. The OECD has defined financial literacy 

as 'A combination of awareness, knowledge, skill, attitude and behavior necessary to make 

sound financial decisions and ultimately achieve individual financial well-being.' (OECD, 

                                                 
6 Correlates positively with Diamonde’s (1994) findings.  
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2020) Therefore, financial illiteracy is the lack of knowledge and skills to make sound financial 

decisions.  

There are three big financial literacy questions, defined by Annamaria Lusardi and Pro-

fessor Olivia S. Mitchell. These questions are currently being used in more than twenty coun-

tries to measure financial literacy. If we take a closer look at these questions, we can see that 

there is only a certain degree of mathematics and understanding of economics required to an-

swer these questions:  

 

Figure 2: Three questions to measure financial illiteracy (Lusardi & Mitchell, Financial literacy around the world: an 

overview, 2011) 

They found that those with lower educational attainment are less likely to answer those 

questions correctly, which is linked to lower financial literacy rates. Initially, those questions 

were designed for the 2004 US Health and Retirement Study. It has been assumed that those 

comfortable enough with mathematics who know what inflation, interest compounding, and 

risk diversification means should easily answer those questions. They tried to keep these con-

cepts simple and did not require the respondents to engage in complicated calculations; they 

simply evaluated whether people could carry out some elementary calculations. Those three 

questions eventually became a benchmark to measure financial literacy. While designing those 

questions, the authors tried to keep in mind three fundamental principles:  
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- Simplicity – people only need to know the very basics of financial services. People 

are not required to know everything on a pension fund, but if they go to a bank 

branch and see words such as interest rates, they should know what an interest rate 

is.  

- Relevance – the questions have to relate to people's day-to-day financial decisions. 

This is especially important in developing countries. Microloans are an essential 

service to lift people from poverty. Therefore, the questions aim to be relevant and 

based on day-to-day decisions or transactions. Working people can support their 

families, and a microloan is one of the best methods to leave poverty behind. The 

concept behind microfinance, especially the Grameen Bank, established by Nobel 

Peace Prize laureate Prof. Muhammad Yunus is a leading example of relevance. It 

has been designed for poor people. But small business people are not poor because 

they cannot work; they are mostly poor because they do not have adequate access to 

money. Small business is a key player within the fight against poverty, but people 

first need to understand finance basics to use the money well and in a sustainable 

way.  

- Brevity – the numbers have to be kept to a minimum to secure widespread adaption. 

As previously stated, there are only three questions, and they are not so hard to solve. 

In a perfect world, governments should easily add those questions to their national 

surveys, and there should not be a problem when it comes to solving them.  

The first question measures numeracy and the capacity to do a simple calculation. The 

second question measures the understanding of inflation, and the third question tests knowledge 

of risk diversification. Not only do the questions test whether one can do some basic math, but 

it also checks whether people understand some terms: mutual funds, inflation, and stock. If we 

take a closer look, we see that the authors left two possibilities next to the answers: 'Do not 

know' and 'Refuse to answer.' This is not to force the respondents to answer; this is to see how 

many people know the answers and have better results. People can honestly say if they do not 

know the answer to the question, which gives us a much better overview of the country's current 

financial literacy situation. After successfully testing them in 2004, the questions were first 

added in numerous surveys across the United States. Across the board, the questions did (and 

still do) an excellent job of characterizing peoples' levels of financial knowledge. The authors 

argue in their text that the following points are important: numerical ability and the ability to 

make sound financial decisions. Suppose young people do not get enough training to do basic 

mathematics or have a solid understanding of terms like stocks or inflation. In that case, there 
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is a massive chance that young people turn into adults that do not know enough about financial 

terms and will struggle their whole life by using financial services resulting in financial illiter-

acy. If a country is unwilling to spend money to educate its citizens, people will continue to 

answer these questions incorrectly. In well-developed and developing economies, financial lit-

eracy is typically very high, and people easily answer those questions. They can do some basic 

math and are probably more confident when applying for a loan.  

Mitchell and Lusardi argue that a lack of education leads to failing to invest wisely or 

saving money at all, or running out of money in old age due to longevity risks. Of course, those 

are just a few of the negative consequences of financial illiteracy. Many people worldwide, 

especially in developing countries, are unaware of basic economics and finance, which leads 

them to make severe and often irreversible mistakes. To emphasize the seriousness of financial 

illiteracy, many countries have started to add the three financial literacy questions to national 

surveys. It demonstrates how important it is to have basic knowledge of financial services and 

how terrible it is for both the country's development and the economy if people lack this 

knowledge. If people do not have access to education or the government is not willed or cannot 

spend money on education, they will not do well in economic terms. The texts specifically 

emphasize the need to add those questions into national surveys. Not only should young people 

have basic knowledge of financial services, but older people, especially the heads of the fami-

lies, should have this knowledge. Sound financial decisions cannot be made without having 

access to basic education. A financially inclusive society remains unattainable if people do not 

have the required knowledge to use financial services.  

Financial illiteracy matters over the life cycle. 'Intertemporal economic choice models 

posit that people formulate assumptions about their lifetime resources and make consumption 

decisions on those anticipated resources, rather than simply based on current income.' (Lusardi 

& Mitchell, 2011) The answer to why they do that is because they lack financial knowledge. 

Anticipation for the future is required so people can save and invest wisely. All those points are 

being tested through the financial literacy survey. Being economically literate is a requirement 

to plan and to accumulate wealth, but you cannot be uneducated and economically literate at 

the same time.  

What I like about the following text is the fact that the authors argue that education not 

only teaches people how to read and to write but also how to strategize, to budget, or to assess 

risks. Mitchell and Lusardi present the following scenario: Less sophisticated individuals who 
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do not have a good grasp of interest compounding may engage in high-cost credit-card borrow-

ing, or they may be more likely to pay high fees when using financial services. If we go back 

to three questions, we remember that interest compounding was part of the first two questions. 

They say that knowing how to calculate interest fees can help you to avoid debt-trapping. Fur-

thermore, Lusardi and Tufano (2009) found that low-literacy individuals are more likely to 

carry high-cost debt and have debt problems. They are more likely to borrow money from illegal 

black market activities instead of going to a legal bank. The lack of education keeps people 

outside of the financial inclusion circle, leading them to poverty and debt. (Lusardi & Tufano, 

2009) That proves that education is required for financial inclusion and is important for my 

argument.  

The text also focuses on different countries and groups of people and gets the following 

results:  

- Financial illiteracy is widespread even when the financial markets are well-devel-

oped. Financial illiteracy can be found in countries like Germany or New Zealand. 

Developed financial markets are, therefore, not a guarantee for more financial in-

clusion. For example, Ukraine does not have a well-developed financial market but 

scores pretty high on the financial inclusion index. Important point: they invest more 

money in education than in Germany. (Arora, 2010), (Worldbank, 2020) This shows 

that financial illiteracy can be traced back to lesser spending on education. This sup-

ports my argument that education is a crucial part of financial inclusion. Although 

countries might be different from each other, increased governmental expenditures 

on education help foster financial inclusion.  

- The word 'inflation' became more common knowledge to ordinary people.  

- Risk diversification depends on the country's history. If a country has experience 

with the privatization of pension funds, people tend to be more familiar with risk 

diversification—for example, Sweden.  

- Financial illiteracy differs by population subgroups. Age patterns, for example, are 

notable. Financial knowledge follows an inverted U-shaped pattern, being lowest 

for the younger people that might lack access to education.  

- Women are less financially knowledgeable. So are people of color.  

- In almost all countries, we can see that higher educational attainment is strongly 

correlated with financial knowledge. This result will play an integral part throughout 

my thesis.  
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Financial literacy should not be taken for granted and requires education. The biggest 

mistake is, no matter which country you are in, to believe that going to an ATM or a bank 

branch is a normal thing and that every person can have a bank account. A bank account remains 

a product that is not accessible to many people, and this is precisely why writing a thesis on this 

topic is interesting and worthwhile.  

Education and Financial Inclusion  

One might ask what the direct relationship between education and financial education 

is. After discussing Mitchell and Lusardi's text 'How to measure financial literacy,' we know 

that education is required to understand financial services and become financially literate/edu-

cated. Their financial literacy-questions do not ask whether people know the difference between 

bank accounts; those questions aim to determine whether people have sufficient education to 

use financial services. Not only do people need to be able to read, but they also need to be able 

to understand some basic concepts and do some fundamental interest compounding. An edu-

cated society is mostly a financially educated society because people with access to education 

can answer Lusardi and Mitchell’s questions and are financially literate. To dig a little bit deeper 

into the topic of financial education as a requirement for financial inclusion, I will discuss At-

kinson and Messy’s results from 'Promoting Financial Inclusion through Financial Education.'  

In 2005, the OECD noted the following direct and indirect benefits of financial educa-

tion for the unbanked population:  

 

Figure 3: Benefits of financial education for the unbanked (Atkinson and Messy, 2013), (OECD, 2005) 

 Education is a requirement for financial inclusion. But let us look at what they say about 

the correlation between financial literacy/education and financial inclusion. Low levels of fi-

nancial education automatically lead to financial exclusion. The low level of financial literacy 

is due to a lack of resources, reduced social and technological inclusion, and educational barri-

ers. They argue that 'some individuals find it hard (or impossible) to deal with financial service 
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providers because they are unfamiliar with the terminology used by the financial sector.' (At-

kinson and Messy, 2013) As a result, low levels of financial literacy are considered a significant 

barrier to financial inclusion. That is why the previous texts asked three simple questions to 

measure whether financial literacy is low or high. If it is low, then we might expect a lower 

level of financial inclusion.  

Furthermore, they identify different groups of people that face financial exclusion. The 

highest levels of financial exclusion are found in countries with high levels of poverty or ine-

quality. Alongside those countries, women or migrants also face financial exclusion. Let's com-

pare those countries with European states like the Netherlands or Switzerland. We find that the 

financial inclusion of individuals and households is not a policy priority in developed states. 

However, this does not mean that there are no problems with financial inclusion. Financial 

exclusion can be found everywhere. They found that individuals that face financial inclusion 

in developed countries have deficient levels of education. Low levels of education lead to 

problems with access to financial products. This is the link between education and financial 

inclusion that I have been looking for. Even in developed countries, people that lack education 

face financial exclusion. Financial exclusion can be found in developed countries with a well-

working financial market, and the root of financial exclusion in these countries is the lack of 

education. In developed countries like the Netherlands or Switzerland, we cannot blame it on 

instability or an authoritarian regime that people face financial exclusion; they specifically 

name education as a major barrier towards financial inclusion. Other reasons for financial ex-

clusion include people with disabilities, freedom of trade, labor force participation or migration 

status. If people face financial exclusion, they tend to look for illegal providers or other black-

market activities. They also find that the government holds a lot of responsibility when it comes 

to educational spending.  

Before I end this discussion, I briefly want to address another important aspect of this 

article: the role of exclusion. For example, women tend to have less education than men in 

developing countries, leading to a lower level of financial literacy among women. The same 

happens to migrants, people from rural areas, or people born into low-income families. They 

are all victims of structural problems as they do not have access to quality education, which 

leads to missed opportunities. The authors argue that this is a major barrier in countries world-

wide towards financial inclusion: systematic exclusion.  
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Further literature on Education and Financial Inclusion 

There is a wealth of information about financial inclusion, the governments' role, education and 

who is excluded from using financial services. Lusardi et al. (2009) found that less than a third 

of American teenagers possess basic knowledge of interest rates, inflation, and risk diversifica-

tion. Likewise for women, African-Americans and Hispanics – all due to lower degrees of ed-

ucation. Valentin and Khayum (2005) found a positive relationship between plans to pursue 

post-secondary education and high financial literacy levels. Jappelli (2010) provided evidence 

for the correlation between human capital indicators (i.e. math skills) and financial literacy for 

over 55 countries worldwide. Clark et al. (2010) and Greenwald et al. (2010) found evidence 

for a relationship between financial literacy and retirement planning worldwide. This is not only 

an issue in developing countries but developed countries as well. Van Rooij et al. (2009) said 

that there is a causal effect of financial literacy on stock market participation. Gine et al. (2008) 

analyzed the influence of financial illiteracy on insurance. Insurances are also a financial prod-

uct that requires knowledge, especially when in a developing country. Behrman et al. (2010) 

only focused on students' financial education and concluded that the increase in exposure to 

financial education has a significant impact on future financial behavior. McCormick (2009) 

discusses youth financial education programs and says that those programs depend on the coun-

tries and their curriculums. Grody et al. (2008) evaluated pilot programs for third-graders using 

age-appropriate materials that show promising results. Walstad et al. (2010) analyzed the ef-

fects of DVD learning for high school students and found out young people watching them in 

school gain significant financial knowledge. This all supports my argument later that education 

plays an integral role in the financial inclusion debate. Varcoe et al. (2005) did studies that 

focused on target groups such as migrants and young people and saw that it positively influ-

ences their financial behavior. A government must focus on target groups when they start the 

financial inclusion strategies and implement new policies. There is also a lot of literature on the 

relationship between education for businesses and financial inclusion, which I will not address 

any further. Still, there is evidence that training alone has a significant impact.  

Conclusion  

We can see that there is plenty of literature available for addressing the relationship 

between education and financial inclusion. I have now discussed the results and findings from 

just several authors. I have decided to write a thesis on this topic because we find some literature 

on it, but at the same time, it is a topic that has not been deeply explored and is a relatively new 
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phenomenon and policy.7 It is the ideal combination for an interesting research project and 

worth writing a thesis on it. Before I formulate my argument, let me quickly recapitulate the 

main findings (my assumptions) from the theories: 

- Educational spending leads to more financial inclusion. The school curriculum plays 

an integral role in the whole debate.  

- It is imperative to distinguish between different countries and to look at each country 

separately. Not every country has the same history, conditions, and outlooks.  

- Financial inclusion relies on the work of the respective governments. International 

institutions can help, but they cannot do what governments failed to do. Good gov-

ernance is a requirement for the implementation of successful policies such as fi-

nancial inclusion. 

Those points are crucial for my whole discussion of the issue of financial inclusion. It 

is the current state of research and serves as the backbone of the theoretical fundament. Based 

on this, I formulate my hypothesis as to the following: 'More governmental expenditures on 

education leads to a higher degree of financial inclusion.'8  

Argumentation  

Based on the literature chapters' results and my assumptions, I will now formulate my 

argument for the thesis. I argue that more educational spending from a government leads to a 

higher degree of financial inclusion. Financial inclusion means that all the residents in a country 

have access to financial services.  

Higher governmental expenditures on education, i.e. school expansions, creating more 

teacher jobs, or a higher gross-enrollment of young people, raise the residents' general educa-

tion. Such investments ultimately lead to a higher number of people who will correctly answer 

the questions asked by Lusardi and Mitchell (2011), i.e. more people knowing how to calculate 

interest fees. People become financially educated. The result is a higher number of financially 

literate people. If a country has more financially literate people, more people will be able to use 

financial services, including applying for loans, retirement savings, or investments. More peo-

ple using financial services leads to a higher degree of financial inclusion.  

                                                 
7 Financial Inclusion started in the past decade in Africa.  
8 Counter/Alternative hypothesis is ‘More educational spending does not lead to a higher degree of finan-

cial inclusion.’ 
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Below, you can see a graph that illustrates the way from more education towards more 

financial inclusion. This is only to demonstrate my thinking and not a process that will be ana-

lyzed during my thesis. 

 

 

The opposite of financial literacy is financial illiteracy. It results from a lack of educa-

tion, such as some necessary math skills, or a lack of understanding of certain words. It is among 

the most named reasons why people do not have access to financial services. Not having access 

to financial services means financial exclusion. As long as people lack financial knowledge and 

education and remain financially illiterate, there will not be a financially inclusive society.  

How do we translate school work into financial inclusion? A person that does not know 

how to budget or how to calculate interest fees is financially illiterate. Children learn how to do 

this in school, which is why a government must invest money in education too, which everyone 

has access to. That also includes rural regions and the less fortunate (i.e. low-income people). 

Furthermore, schools talk about financial products and organize workshops or seminars, giving 

them even more information on financial services. Many children grow up in financially illit-

erate households and rely on schools to learn how to use financial services. The more money 

the government invests in education, the more schools are available in a state, and the more 

projects are available to the people. This leads to more people being financially literate. When 

people are financially literate, there is first an increased demand for financial services being 

made available for them, and second, they know how to use those financial services. The result 

is financial inclusion. If a person is not financially literate, there is a higher chance that they 

will not use financial services and remains unbanked.  

The recent development in Africa has shown a boom in mobile money or online finan-

cial services. With such an increase, it is even more critical to invest in education to use finan-

cial services sustainably. There might be easy access to online or mobile financial services, but 

if people do not know how to use them, how will financial inclusion become a reality? Schools 

are the places where young people learn those necessary skillsets. A government must invest 
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Figure 4: Education leads to more financial inclusion 
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enough money in schools so teachers can organize workshops or seminars on this important 

topic. Education such as this is vital in developing countries where a school is nearly the only 

place where young people learn those essential skills for life. Why is that? The financial inclu-

sion boom is exceptionally young; it did not start up until ten years ago in Africa. Older people 

often lack education and are not financially literate, so young people rely on schools to teach 

them. Not all young people can rely on local banks or parents to teach them how to use money, 

giving the schools much more responsibility to teach the basics of using financial services, such 

as budgeting or calculating an interest fee. To know what a savings account does not seem to 

be a big deal in a developed country, but we do not look at developed countries in my thesis but 

developing countries, which is why we have to argue differently.  

Financial inclusion is essential for society. We can find financial inclusion within eight 

out of seventeen development goals defined by the United Nations. If a government invests 

more money into education, international institutions such as the United Nations will have bet-

ter options to help the countries implementing financial inclusion policies in Africa. Before one 

starts to evaluate the degree of financial literacy, one must first (and foremost!) start evaluating 

education in a country. The UN is aware of the importance of financial inclusion and thus sup-

ports its development worldwide; however, financial inclusion, as mentioned before, cannot be 

achieved if people do not even know what an ‘interest rate’ is. It is important to know that 

financial inclusion has nothing to do with magic. The UN cannot merely go to a country and 

help to formulate and implement financial inclusion policies. This would be a naïve way of 

thinking. It is a government that needs to start with some basics first.  

I also argue that other factors are required to have a high degree of financial inclusion 

in a country. Of course, it is not only education that enables financial inclusion. It is also polit-

ical stability in a country, a government that allows people to participate in economic affairs, 

labor force participation or enough peace in the country that allows them to go to an ATM9. But 

education means that people have the required knowledge and the motivation to use the offered 

financial services. A state might be stable and supportive of participation; however, if people 

do not know how to budget or calculate, even stability is not enough to support financial inclu-

sion. Atkinson and Messy (2013) found that a lack of education is among the reasons people in 

developed states such as Switzerland or the Netherlands cannot use financial services. How-

ever, they live in stable countries with ATMs everywhere. Therefore, education is a crucial 

                                                 
9 Automated teller machine 
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requirement for financial inclusion. Having access to financial services enables people to par-

ticipate more actively in economic affairs, such as applying for a loan for their business, taking 

out insurance, or depositing their money.  

This is my argument. It is fundamental to my research question and my hypothesis. The 

thesis's goal is to prove whether I can reject or accept my hypothesis and comprehensively 

answer my research question. Before I start with the analysis, I will briefly discuss the topics I 

will discuss during my thesis: Financial inclusion, the role of education today in the world, and 

Africa. That chapter's primary goal is to raise awareness of those topics and describe each sec-

tion's importance. Furthermore, I will discuss some valuable inputs. 

Topics  

I will discuss three major topics in my thesis: Financial Inclusion, the role of education 

and Africa. The goal is to clarify some connections between the issues, elaborate on some terms, 

and show why those three topics are interesting and worth writing a thesis on. I start with fi-

nancial inclusion, connect to the role of education and end the chapter with Africa.  

Financial inclusion  

Financial inclusion means that everyone should have access to financial products, e.g. 

a bank account. Financial access facilitates day-to-day living and helps families and businesses 

plan for everything from long-term goals to unexpected emergencies. Financial inclusion was 

booming in Africa in the past decade and gradually became more important in achieving the 

SDGs. It helps people save money, and there is clear evidence that it supports economic and 

political development. It also supports the development of digital technologies, which provide 

goods and services at dramatically reduced costs. Additionally, financial inclusion has facili-

tated the inclusion of marginalized and excluded people. Examples of these developments in-

clude mobile money or online investment opportunities. These innovations bring various ben-

efits and risks to the residents and societies of many African counties. If costs are lower to 

access financial services, then people have better chances to participate in various processes or 

activities, such as using banking services. Many countries worldwide, especially in Africa, work 

very hard to expand the internet presence to ensure everyone in their country has access to 

financial services. However, despite its importance, technical innovations per se do not neces-

sarily translate into greater financial inclusion. Digital innovations and developments enable 

factors that only work in cooperation with other factors, such as a government that actively has 

a financial inclusion strategy and invests enough into education that people have adequate 

knowledge on how to use these services. Furthermore, it is important to understand that mobile 
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money does not mean to have a bank account at a traditional bank. Mobile money is often only 

an account from an online provider that does not include any consultation, regulations, or secu-

rity network. (United Nations, 2020), (Queen Maxima, 2017) 

Within a few years, financial inclusion became the most prominent example of devel-

opment and can be called a signature success story in Africa. The 2010s decade has been marked 

as a critical decade of financial inclusion growth. Within three years, between 2014 and 2017, 

more than 515 million people gained access to financial services. More than 50 countries around 

the world have adopted financial inclusion plans and strategies. This is why I will focus on the 

2010s and less on the previous work. It is important to mention that the process of Financial 

Inclusion and its policies started around the 1990s. 

Besides focusing on my research question, growing research shows strong linkages be-

tween financial inclusion and development goals. In eight out of seventeen SGDs, financial 

inclusion has been mentioned, which indicates that it must be a crucial issue. Those goals are 

SDG1, on eradicating poverty; SDG 2 on ending hunger, achieving food security and promoting 

sustainable agriculture; SDG 3 on profiting health and well-being; SDG 5 on achieving gender 

equality and economic empowerment of women; SDG 8 on fostering economic growth and 

jobs; SDG 9 on supporting industry, innovation, and infrastructure; and SDG 10 on reducing 

inequality. It highlights the strategic importance of financial inclusion and is positioned prom-

inently as an enabler of the development goals. The Sustainable Development Goals (SDG 

hereafter) are designed to support political, social and economic development in countries 

worldwide. Although it is an economic issue, the results affect all areas of life. The following 

graph should describe the major achievements made in the past years. (United Nations, 2020) 
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Figure 5: Financial Inclusion over the past years around the world (United Nations, 2020) 

In the graphic above, we can see there has been an increase over the past nine years. 

More people get access to formal financial services. However, we can see that ‘Saved in an 

account’ is not increasing very much, which indicates that despite people might have access to 

financial products, they do not necessarily use them. The same with ‘Active account,’ we can 

only see an increase of over six percent in eight years. Increase account ownership is not enough 

for meaningful financial inclusion when people do not actively use these accounts. In the anal-

ysis later, we will see why we still have such numbers. Yet again, it proves that financial inclu-

sion is not magic. It requires much effort from different interest groups and the government to 

make financial inclusion a reality. Furthermore, in the next graphic, we can see that three groups 

still face enormous challenges regarding financial inclusion: women, poor people, and the peo-

ple living in rural areas. They are systematically excluded from these processes. While financial 

inclusion means all the people should have access, societies can only achieve the SDGs if they 

make sure that these three groups are included.  
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Figure 6: Financial Inclusion and its problems (United Nations, 2020) 

Queen Maxima of the Netherlands, the Special Advocate of the United Nations Secre-

tary-General, said in her report that ‘financial inclusion is not simply a goal in itself; it is about 

achieving development outcomes.’ (Queen Maxima, 2017) Financial inclusion does not only 

mean that people have a bank account; it means that people have access to loans or insurances. 

That is important for the political development of a country. Let me present a few examples of 

how financial inclusion positively influences a country’s development:  

- If you want to give people access to a bank account, you have to make sure that 

people do not only have a bank account in theory but can go to a bank branch to 

either open a bank account or make a deposit. That requires basic infrastructure and 

safety in a country.  

- It relies on people’s participation. That means the increased access to financial ser-

vices motivates people to participate and do something about their financial free-

doms. Applying for a loan for their business, investing in education, or using insur-

ance services are all examples of people actively participating in economic pro-

cesses. When people participate, it creates more opportunities for economic growth.  
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- It supports the spread of technology, allowing more people the ability to gain inter-

net access. We have seen increased participation in internet access across African 

countries, which is excellent.  

The access dimension of finance is gradually being recognized as an essential issue in 

economic development. Unless finance is accessible to all, and the barriers have been lifted, 

policymakers will need to implement various measures to develop a successful financial sys-

tem. Otherwise, it will remain unproductive. It is all about diminishing those barriers to achieve 

real economic growth and development. In many previous studies, financial access has not been 

included as one of the input indicators despite its recognized importance as a contributor to 

growth. (Arora, 2010) This paper will make sure that finance will play an integral part in eco-

nomic growth research. I will use indexes that incorporate financial access as a new socio-

economic indicator for growth. One issue that always stood out is that even well-developed 

financial systems are not automatically all-inclusive. A nation can be well-developed and still 

excluded people from financial services. An inclusive financial system facilitates the efficient 

allocation of productive resources and, thus, potentially reduces the cost of capital. (Sarma, 

2008) If we look at the ranking created by Arora (2010), we can see that a financial inclusivity 

ranking is not a GDP ranking. Although a state like the United Kingdom is economically seen 

more developed than Slovenia, Slovenia is more inclusive than the UK. (Arora, 2010) 

More and more countries start to have a financial inclusion strategy. In the graphic be-

low, we can see while in 2010, only three countries had a national financial inclusion strategy; 

in 2018, 54 states had a financial inclusion strategy. Countries must react quickly to this devel-

opment. Likewise, more nations must develop a financial inclusion strategy in the future, espe-

cially when digital technologies become more important. (United Nations, 2020) 
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Figure 7: Number of countries with a National Financial Inclusion strategy (United Nations, 2020) 

Financial inclusion is important because, without financial services, individuals and 

companies cannot participate in the economy fully. Financial exclusion very often means no 

access to insurances, jobs, apartments or any other investments. Still, 1.7 billion adults world-

wide remain unbanked. There are huge discrepancies between the three groups I have talked 

about before: gender, wealth, and region in a country. A government should identify these gaps 

and implement a coherent set of policies to promote financial inclusion solutions. (United 

Nations, 2020) 

 Before I end this chapter, there are a few points I also have to highlight. Financial in-

clusion, as good and important as it is, also bears many risks. A significant risk is the rapid 

growth of the digital world. Not everyone, especially residents in developing states, is prepared 

to go with this development. The more it becomes online, the more freedoms people have, 

which may not necessarily be good. Not having sound knowledge of financial services and 

products can do more harm to people than it does well for the people and the country. It may 

lead to debt stress or mismanagement of finances. Moreover, mobile money is not always con-

sidered the same as having a real bank account with access to mortgages or insurances, which 

is rather contra-productive. Yet, the online world's rapid growth exists, and governments have 

to include these trends in their strategies moving forward.  

At the moment, it is even more important than ten years ago to invest in education. 

Furthermore, a growing number of people have access to bank accounts but do not use the 

financial services offered to them. The number of people that actively use a savings account 
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does not increase in the same way. Are people shown how to use a savings account? If they do 

not know how to budget, it is unlikely that they understand the very basics of the monthly saving 

rates. Many people in rural areas or are poor did not grow up in households where parents have 

had neither a bank account nor ways of saving money effectively. Some may not have gone to 

school to learn about the importance of basic math skills to understand the value of money or 

how it can work for them. Where should they have learned how to use a saving account, let 

alone the whole range of banking products?  

Education. The connection between Education and Financial Inclusion  

Financial illiteracy is a big problem, and it is a direct result of a lack of education. People 

with lower levels of educational attainment also have a lower degree of financial literacy. Fi-

nancial literacy is defined as ‘having the knowledge and skills to make responsible economic 

and financial decisions with confidence.’ (Ontario Ministry of Education, 2018) That is the link 

between education and financial inclusion. In low-income countries, surveys found that finan-

cial illiteracy is correlated with not having a bank account. The fewer people who are financially 

educated, the more risk they do not have access to a bank account. (Xu & Zia, 2012) If people 

do not know to make responsible decisions, they will remain unbanked. Or even worse: they 

have access to financial services and do not use them or use them without knowledge. We will 

later see why this became a problematic issue in Africa. This is what Mitchell and Lusardi 

(2011) try to evaluate when they ask the people three questions, and it is the reason why the 

authors, governments, and independent research advocate for the inclusion of these three ques-

tions in national surveys: it determines how financially literate society is and if there is a prob-

lem around the people. Many states have already started with that process, and African coun-

tries must do so as well. When we connect the topic of financial literacy with having a bank 

account, we should mention around 80 percent of the unbanked people in developed countries 

had either never heard of savings account, nor did they know where to find them. A lack of 

education leads to financial illiteracy, which leads directly to financial exclusion and being 

unbanked. In the country’s analysis, we will see how vital the role of schools is in the fight 

against financial exclusion. I have already said before that schools have a more significant re-

sponsibility in people's lives in African countries when it comes to issues such as using a bank 

account.  

The UN Financing for Development Report 2020 said that ‘governments can identify 

gaps and implement a coherent set of policies to promote solutions that improve financial ser-

vices to unserved individuals and companies…’ (United Nations, 2020). One of these gaps is 

education, and education must remain available to everyone. Furthermore, they said that a ‘lack 
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of digital skills is a major obstacle to greater access to digital technologies.’ (United Nations, 

2020) The skills gap, along with affordability, is often the primary reason why individuals, 

firms, and households do not use the internet.’ As the hub for mobile banking and online finan-

cial services, Africa requires education and formal training to acquire those skills. The African 

continent's future relies on the government’s commitment to invest in education and make sure 

people can participate in those new phenomenons like mobile money. Africans who do not 

know to use the internet (and will less likely be able to use mobile banking or other online 

financial services) lack the necessary skills to participate in the development wave of financial 

inclusion. This takes us back to my argument when I said that financial inclusion requires edu-

cation. I have discussed two research papers in the theoretical section of my writing, and two 

times they stressed the need for investments into educational programs. A recent Credit Suisse 

study found out that the better the educational services, the higher the GDP growth rate, meas-

ured from 1964 to 2003. However, better educational services can only be achieved when a 

government is willing to invest in its people. (Credit Suisse, 2018) In the Diamonde (1994) text, 

when he said the respective governments' role is crucial: is the government willing to invest in 

their people? Do they want residents who participate in those processes? A government has 

such a critical role to play that education needs to be emphasized. This proves again that finan-

cial inclusion eventually depends on the national governments and that international institutions 

can only do a limited job in the debate of financial inclusion. The lion share needs to be done 

by the national government, and in terms of financial inclusion, it is evident: invest money into 

education.  

We will see in the analysis later that uneducated and financially illiterate people will 

harm the economy and society. Africa wants to increase internet penetration, which gives peo-

ple more access to online accounts and mobile money. It hinders growth if the residents do not 

even know how to use those services, and it ultimately leads to mismanagement, debt-stress, 

and more poverty, which is not productive. You can also see this as a call to governments to 

not miss this chance to alter their policies and adapt their national financial inclusion strategies. 

It is 2020 and not 2010; people have more opportunities to invest online and rely less on tradi-

tional banking accounts. We will later see in Africa an example of a campaign for mobile 

money. This is banking without surveillance and advice from bankers, and it is easily accessi-

ble. If a government fails to invest in education, the next decade will again be a lost decade for 

Africa and its financial inclusion boom. (McCormick, 2009) 

Yet, we must consider that this is difficult for many African governments as most coun-

tries continually have to deal with inter-state wars, terrorism, genocides, and greater political 
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instability. Those points are of considerable policy relevance and might hinder investments in 

education, which is a problem. (Asongu & Nwachukwu, 2014) For example, Max Roser of 

Oxford University found in 2017 that there is a strong connection between education level in a 

country and democracy. Do we find democracy in Africa? That remains a problem. (Roser, 

2017)  

Africa  

I have decided to only focus on African states in my thesis because Africa is a booming 

financial inclusion region. It is the world’s second-fastest-growing region after Asia. Those 

points make it interesting to write a thesis on the continent. However, in many countries on the 

continent, numerous governments are troubled with instability, which slows down the vital role 

that the government must play for the financial inclusion process to be successful. For a suc-

cessful outcome, governments need to start spending money on education and infrastructure to 

allow people to participate in the economy. Especially, the sub-Saharan region has been expe-

riencing a digital revolution in the past decade. The digital revolution is ‘catalyzed by the rapid 

growth of mobile phone penetration, favourable demographics, continuing infrastructure in-

vestments and a growing middle class, which is adopting new cultural norms and buying be-

haviors.’ (African Development Bank, 2013)  

The roots in the financial inclusion boom are found in sub-Sahara Africa; during the 

Arab Spring’s civil unrest about the social and political tensions creating a reality check at many 

countries in Africa to be more inclusive. Inclusivity will allow the people to actively participate 

in processes such as voting, using a checking and savings account to improve their respective 

situations while at the same time stimulating the economy. In a country like Tanzania in East 

Africa, around 85 percent of the people were interested in learning more about interest rates, 

savings, loans, etc. Fulfilling the opportunity to learn will give people the ability to deepen their 

knowledge about new products and what it means to participate in a growing economy. This 

will encourage people to understand what they are getting when they sign up for a checking 

account or a car loan or investment, and it may also help with limit debt stress in the long run. 

The Arab Spring movements gave hope to Africans. Still, at the same time, economic growth 

and political development had not translated into shared prosperity and better livelihoods for 

the majority. Only public interventions and coordinated action can help Africans unlock their 

potential. Still, it is hard when political instability, violence, lack of infrastructure and dimin-

ished capacity to govern are in the way between financially inclusive societies. 
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Africa is a complex continent with many ways of governing and multiple ways of deal-

ing with diverse challenges that make change unpredictable in different regions and with an 

equal amount of potential for inclusivity. According to the African Development Bank, the 

current reality for a large number of African counties is that ‘It has yet to provide low-income 

households and other vulnerable groups enough opportunity to improve their living standards.’ 

(African Development Bank, 2013) The phenomenon of inclusion is not new, but the 2010s 

was an eye-opener for policymakers in Africa. As with any boom, there will be a flatting or a 

drop in the curve. Governments need to prepare more policies and implementation tactics dur-

ing the rapid growth of technologies to potentially cut off any massive crash. For such a devel-

opment, a great deal of innovation and creative thinking is needed to ensure that financial ser-

vices are put in place to benefit the poor and vulnerable people. Vulnerable people include 

women or people living in the country's rural side with inadequate internet access and less 

banking penetration. On the rural side, only about 20 percent of the people have access to bank-

ing products, and roughly 80 percent of the women in African countries are unbanked. Different 

organizations and NGOs called for addressing the systematic financial exclusion of African 

women, looking for new policies that address women’s contextual and social constraints in the 

financial sector, leading to a more financially inclusive society in African countries that in-

cludes women. The Financial Inclusion in Africa report10 says that women in Africa have rela-

tively limited access to education, which hinders them from participating. There is a strong need 

for policymakers to address the lack of financial literacy for women, which is proof again for 

the validity of my argument. Not only is it the theoretical knowledge that women lack in Africa, 

but it is also the fact that women in Africa lack the confidence to ‘participate’ in an economic 

process. Women are only one example of a group of excluded and vulnerable people; there are 

plenty more examples to be found in Africa, such as religious minorities or migrants. (African 

Development Bank, 2013) (Demirgüç-Kunt & Klapper, 2012), (Cohen & Young, 2007) 

In 2012 when the financial inclusion was about to start, the numbers looked bad:  

                                                 
10 (African Development Bank, 2013) 
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Figure 8: Account Penetration in Africa compared to other countries around the world (Demirgüç-Kunt & Klapper, 2012) 

In Central Africa, only about 7 percent of the people had a bank account. On a global 

scale, Africa was in the penultimate place; only the Middle East had a worse account penetra-

tion. There were hardly any people using mobile banking, and only a small number of people 

actively used a bank account. Countless amounts of people in Africa were unbanked and did 

not have access to financial services. The whole continent must become financially inclusive 

instead of only some hotspots in some countries or specific regions. Everyone needs to partici-

pate in financial processes. Policymakers now must include minorities, women, and rural peo-

ple when considering new policies or regulations regarding the financial sector. In Africa, it is 

essential to remove physical, bureaucratic, and financial barriers to expanding financial inclu-

sion, but this is extremely complicated since it requires addressing the underlying structural 

causes such as governance challenges. For that reason, there is a vast SME (Small Medium 

Enterprises) finance gap where one out of two firms are financially unserved, leading to an over 

100 billion USD credit gap for SMEs alone. This is a large number, and it would benefit Africa; 

many African governments would immediately address this issue. (African Development Bank, 

2013) 

Another problem around Africa is risk analysis. Financial inclusion in Africa was grow-

ing vastly, but so were the risks, unfortunately. It is important to remember that this whole 

financial inclusion debate was not an issue in Africa until recently. Then, the Arab Spring move-

ment took place, and inclusion got a new meaning for Africans. With such a rapid change, risks 

were barreling down at the same speed. Unfortunately, there were unforeseen problems that 



Maximilian Kallenbach   

MA Thesis  38 

were completely unknown until the financial inclusion appeared on the screen. This includes 

fraud, debt stress, or technological risks. Within a short time, unstable governments in Africa 

had to address those risks, and we will later see in the empirical analysis, many states failed to 

address those risks adequately. (International Finance Cooperation, 2018) Here is a picture that 

summarizes possible risks and shows the close interactions between them:  

 

Figure 9: Summary of risks in Africa (International Finance Cooperation, 2018) 

Another risk that is not mentioned in the graphic above is the risk of rural regions. Tra-

ditional financial institutions are not sufficiently addressing such challenges due to the per-

ceived risk and low-profit potential of rural populations in Africa. These people are already 

excluded, and there is hardly any evidence for policies that try to change the status quo. Instead 

of finding a way to create incentives or educational pathway ways for rural residents, those 

residents are viewed as an enormous risk for banks because they lack financial education to 

manage their finances. It is a vicious circle that only leads to an increase in illicit financial flows 

and an increase in the formal sector. Alongside this, mobile money seems to be a great alterna-

tive to traditional banking services. We will see in the empirical analysis why this is not neces-

sarily a solution to the problem. (International Finance Cooperation, 2018), (African 

Development Bank, 2013), (Lusardi & Tufano, 2009) 

On page 23, I have mentioned more theories that speak in favor of my argumentation. 

It is essential to say that very often; this happened in developed countries. It is only recently 
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that African countries had a financial inclusion boom and need time to see how the implemen-

tation of their new policies and regulations will hold up. However, governments first need to 

become stable enough to have any of these policies. Other theories argue in favor of education 

to end financial exclusion, which gives hope for Africa’s development soon. 

The Arab Spring’s political movement enabled financial inclusion that became a 

draught horse because it allowed people to participate fully. Therefore, financial inclusion pro-

motes ‘inclusion’ and is a prime example of active participation in different processes. Simi-

larly, in all other developing countries worldwide, the pace sometimes fluctuates between slow 

and fast, plus they will most likely experience seatbacks. African governments must learn from 

the past financial crashes' failures and strengthen their policies to create change for their country 

and contend more on the world’s stage. A handful of economies around Africa are doing well, 

and continuously growing gives hope to other countries dealing with their hurdles. Fostering 

programs that educate people on financial services is one of the factors that support growth and 

development. The level of desired financial knowledge is high in Africa, and when we look 

back at Lusardi and Mitchells (2011) questions, we can see that those questions are not super 

difficult to answer. In other countries, people are also interested in learning more about the 

newly introduced technology. Cameroon is working hard on internet penetration, and we will 

later see that this is equally important as we live in digital times today. The connection between 

financial services and technologies is growing; therefore, countries in Africa can only partici-

pate when they have both: technologies and financial education. It is an opportunity for the 

people in Africa to be independent and make their own decisions. The governments must be 

involved, even when international institutions help them; thereby, it is vital to analyze because 

financial inclusion and politics are closely interrelated. (Queen Maxima, 2017), (Xu & Zia, 

2012) 

Conclusion  

This chapter aims to elaborate on some topics by showing how financial inclusion all 

around Africa can be beneficial, and the role of education in this process. Africa has many 

potentials, like the people's willingness to acquire financial knowledge and expand their busi-

ness with the help of financial services. Yet, a lot of development is hindered by political prob-

lems around Africa, such as instability. Education is a vital force when one talks about financial 

inclusion, and most of the minorities in Africa that do not have access to financial services lack 

education. All those points make it very interesting to write a thesis on.  
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Methodology  

In this section, I will describe my approach to answer my research question. I will focus 

on four countries in my thesis, which I have randomly selected: Cameroon, Guinea, Kenya, and 

South Africa.11 This enables me to dig deep into the topic and the states and discuss the rela-

tionship in-depth. I have two variables; the independent variable is 'Education'; the dependent 

variable is 'Financial Inclusion.'  

I will start the empirical analysis by analyzing my hypothesis in those four countries 

with different data and indexes. I want to see if there is a positive correlation between the 

amount of money spent on education and the degree of financial inclusion. I will perform a 

linear regression on R for this with some further calculations as well. I do this per country for 

nine years, 2010 until 2018. I decided to use this period because, in the past decade, we could 

observe a financial inclusion boom in Africa, and I want to analyze the results from these years 

to see how education has influenced the financial inclusion boom. This calculation is necessary 

because it tells me whether I can accept or reject my hypothesis. My hypothesis says that a 

country where a government spends more money on education has a higher degree of financial 

inclusion. I have two countries where the government spends less money on education and two 

countries where the government spends more money on education. Furthermore, I will add two 

control variables to see whether we can say that education leads to a higher degree of financial 

inclusion and not some other variables. The first control variable is 'Labor Force Participation' 

(Labor force participation rate, total (% of total population ages 15-64), the second control var-

iable is 'Trade Freedom.' Both variables were named in other literature12 as possible explana-

tions of financial inclusion. The more trade freedom in a country, the higher the chances people 

(have to) use a bank account. And if there is more labor force participation, there is a higher 

chance that more people use a bank account to receive the money, open up a savings account 

or invest their money. I will use World Bank data for Labor force participation and data from 

The Heritage Foundation for Trade Freedom. The Heritage Foundation created several freedom 

indexes (i.e. Labor freedom, monetary freedom).13 

Education 

I will use 'Government expenditure on education, total (Percent of GDP) for educational 

spending. I have decided to use this measurement because it shows how much a government 

                                                 
11 Out of all countries on the African mainland.  
12 Such as (Atkinson & Messy, 2013) or (Fonseca, Mullen, Zamarro, & Zissimopoulos, 2009) 
13 Sources for the date of the Control Variables: Labor force participation: (World Bank, 2020), Trade 

Freedom: (The Heritage Foundation, 2020) 
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will spend on education compared to their annual GDP. In Africa, you often hear that it depends 

on the economy how much money you can spend on social affairs, i.e. education. I have also 

examined 'Governmental expenditure on education per capita' or 'Percentage of governmental 

spending.' Still, I specifically want to use the indicator that includes the GDP percentage to see 

how much a government cares to give money on an important social issue, compared to the 

annual GDP. If a country spends more money on education, more money will be available for 

schools, class enrollment, and the fight against financial illiteracy. In South Africa and Kenya, 

we can see the government invests more money into education; in Guinea and Cameroon, we 

see that the government invests less money in education. This will tell me whether it is true that 

a country that invests more money into education automatically gets a higher degree of financial 

inclusion.  

 

Figure 10: Government expenditure on education, total (% of GDP), (World Bank, 2019)  

Financial Inclusion 

The dependent variable is financial inclusion. I have decided to create an index for those 

values. The index includes three dimensions of financial inclusion and is supposed to give a 

broad overview of the topic of financial inclusion. It is based on numbers that represent the 

results of various calculations. To calculate my index, I will use IMF and World Bank Data. 

The index calculation is based on previous indexes. While the importance of financial inclusion 
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is widely recognized, the literature on financial inclusion, however, lacks a comprehensive 

measure that can be used to measure the actual extent of financial inclusion across different 

economies. Also, the index does not exist since many indexes are focusing on various aspects. 

Although several indicators have been used to assess the extent of financial inclusion, it should 

not be measured by one single dimension. An example of a dimension is the Number of bank 

accounts per 1000 adult persons. There are various dimensions to assess whether people do 

have access to financial services or not. However, it only gives a very tight view on that topic 

since the number of bank accounts does not tell anything on access to a bank branch, costs of 

those bank accounts, or requirements to open such a bank account. Using individual indicators 

can lead to a misleading understanding of the extent of financial inclusion. Furthermore, there 

is a massive discrepancy between single indicators. For example, Russia performs well with 

'Number of bank accounts per 1000 adults' and poorly with 'Number of bank branches per 

100'000 adults'. This is why a multidimensional index is highly desirable and should measure 

the degree of financial inclusion. A multifaceted index takes a few dimensions into account and 

delivers a better understanding of financial inclusion. (Sarma, 2008) Today, most of the indi-

cators do not only include one dimension but many more. Mandira Sarma (2008) and Rashmia 

Arora (2010) individually researched how to measure the degree of financial inclusion, and I 

will now discuss their respective approaches for that. I will decide on one index eventually, and 

this chapter aims to describe their ideas for a comprehensive index. Furthermore, it shows what 

belongs to a financial inclusion index.  

Mandira Sarma, 2008 

In 2008, Mandira Sarma created the Index of Financial Inclusion (IFI) to measure the 

degree of financial inclusion. According to him, a useful index fulfills the following three cri-

teria:  

- It should incorporate information on as many aspects (dimensions) of financial in-

clusion as possible.  

- It should be easy and straightforward to compute. 

- It should be comparable across countries.  

The IFI satisfies all the criteria mentioned above. The index eventually gets a value 

between 0 and 1, while zero indicates complete financial exclusion, and 1 indicates full finan-

cial inclusion. This IFI includes the following three dimensions:  
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- Banking penetration: an inclusive financial system should penetrate widely 

amongst its users. Within this dimension, the number of people having a bank ac-

count is measured.  

- Availability of the banking services: An inclusive financial system's services 

should be readily available to its users. The availability is indicated by the Number 

of bank outlets per 1000 adults.  

- Usage of the banking systems: even with a high banking penetration or increased 

availability of banking services, there is no guarantee that people are using the ser-

vices offered to them. These people are termed 'under-banked' or 'marginally 

banked.' It means that merely having access to a bank account is not enough proof 

for an inclusive financial system. There might be other barriers that prevent people 

from using their bank accounts, such as high banking fees. Therefore, this dimension 

will be measuring credit and deposit. 

- If we now go on with the calculation, we start with calculating the dimensions. The 

following formula will calculate this:  

di =
Ai − mi

Mi −  mi
 

Ai = Actual value of dimension i 

mi = minimum value of dimension i 

Mi = maximum value of dimension i 

 He gets three different results; one per dimension. The next step is to combine all results 

in one calculation. He is doing this with the following formula:  

 

 

 The result is the degree of financial inclusion. To rate the result, he came up with the 

following categories:  

Result Meaning 

0.5 < IFI ≤ 1 high financial inclusion 

0.3 ≤ IFI < 0.5  medium financial inclusion 

0 ≤ IFI < 0.3 low financial inclusion 

Table 1: Index results 
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Sarma uses the World Bank and IMF data to calculate his index. Those data can be 

found online. Owing to the aggregative nature of data, the IFI lacks country-specific infor-

mation. There is no discussion on geographical aspects (rural/urban divide) or gender-related 

issues (do women have equal access to financial services than men). Furthermore, there has 

been no difference made between resident bank account and non-resident bank accounts. In the 

present day, tax havens such as Switzerland may show a higher level of financial inclusion only 

due to an increased number of non-resident banking activities. However, it is complicated to 

have an index that includes all the regions, genders, and other points, so one must accept that 

the perfect index does not exist.  

Rashmia Arora, 2010 

I will now discuss another index. Arora's index is based on the same concept as Sarma's 

index: multiple dimensions in a metric. However, a few factors distinguish his index from Sar-

ma's index, such as new components. Furthermore, he mentions that an index should compel 

more dimensions, but due to a lack of data, especially in developing countries, he keeps the 

range of dimensions small. His three dimensions are:  

- Physical access or outreach dimension; how many people does it cover – demo-

graphically and geographically. That can be measured by 'Number of branches per 

100 sq. km' or 'Number of branches per 100'000 people'.  

- Ease dimension; how easy is it to undertake transactions. It analyses the barriers to 

open accounts such a 'Minimum amount to open a checking account' or 'Minimum 

amount to be maintained in savings accounts.' Notably, this component is a massive 

asset for measuring financial inclusion. In developing countries, those bureaucratic 

barriers may prevent many people from having a bank account. If you do not have 

enough means to maintain a bank account, you cannot have a bank account, and 

therefore you do not have access to financial services. The ease dimension takes 

those barriers into account.  

- Cost dimension; how much does it cost to have access to financial services. Costs 

can prevent people from having a bank account. For example, if there is a high fee 

to have a bank account, people will rather stay 'unbanked' to avoid high fees. It is 

essential to include this component while measuring financial inclusion.  

The respective dimensions' calculation follows the same logic as Sarma's in 2008, with 

only one major difference at the very end. The formula which takes all aspects together looks 

like this: Financial Inclusion Index = (x1 * x2 * x3)1/3. Like Sarma, he uses the World Bank 
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and IMF Data. Arora's index is mainly based on Sarma's index, but I like his adding's, primarily 

the new dimensions that include the costs and how easy it is to open a bank account. Sarma 

primarily focuses on penetration and availability, but he fails to include other factors. Arora's 

index contains essential elements for measuring success in financial services, which I value 

very much. This is why I have decided to follow Arora's approach and the final calculation. I 

will base my search for suitable indexes on his argumentation and calculate my index as he 

proposed it. Although the indexes share many similarities, the point with more diversity when 

it comes to finding suitable dimensions was the decisive point for me to decide on Arora's index.  

Let me know discuss the three dimensions I have decided to use for the index calcula-

tion:  

- Number of commercial bank branches per 100'000 adults. It means around an area 

of 100'000 addresses, how many bank branches are available to the residents? It is 

an important point to analyze banking penetration in a country. Are there enough 

bank branches around that people can use?  

- Number of commercial banks in the country. How many commercial banks are 

available to a nation's residents? Can they choose between banks and compare them 

in light of costs? I have decided to use Arora's index because he added costs and an 

ease dimension. These dimensions include essential points when it comes to deter-

mining which bank services I should use. I wanted to include these dimensions and 

decided on the number of commercial banks in the country. If a country has a 

broader range of opportunities for the residents to choose, they can go to those very 

banks that fit their needs best instead of not going to a bank at all (and remain un-

banked) or going to a bank that might be too expensive for them.  

- Number of deposit accounts with commercial banks per 1'000 adults. It is calcu-

lated as follows: (number of deposit accounts with commercial banks) *1'000/pop-

ulation in the reporting country? I wanted to include this dimension to see how ac-

tive people use bank accounts. We will later see in the analyses that financial inclu-

sion does not automatically mean financial inclusion, and this dimension will play 

an important role in that discussion.  

Those are the three dimensions I will use for my analysis. As I have previously said, no 

index is perfect and absolutely 'complete,' this would be a utopia. I have decided to use Arora's 

index and searched for dimensions that I thought are good fits to measure the degree of financial 

inclusion. It has the same weaknesses as described by both Sarma and Arora, such as ignoring 
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geographical aspects of gender issues, but these points are tough to measure and to include. For 

a few years, people have been using their indexes as an efficient way of measuring financial 

inclusion, and I will do the same for my thesis. An index calculation for financial inclusion will 

eventually look like this:  

 

Figure 11: Example of the index calculation 

I will be using IMF Data for the calculation. These IMF data can be found online in 

their research database. I have decided to choose those dimensions, as I think they are accom-

modating to measure financial inclusion in a country. The choice of dimension is mostly based 

on literature and other researchers' opinions on what is important to be included in the index 

calculation. These dimensions represent Arora's points very well and aim to deliver a complete 

financial inclusion result in Africa. Furthermore, it should be mentioned that the maximum 

value and the minimum value are the highest and the lowest, respectively, only in Africa.  

Country analysis  

After getting my first results and discussing my hypothesis, I want to describe the states' 

respective processes, such as how education either positively or negatively influences financial 

inclusion. I want to show why education either has a strong or a weak impact on financial 

inclusion. To accomplish that, I will analyze policies, governmental programs, and national 

strategies. Furthermore, I aim to describe the process of financial inclusion in these countries. 

The goal is not only to reject or accept a hypothesis; the purpose of this thesis is to describe the 
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governmental work in financial inclusion. Financial inclusion has been (and still is) an essential 

project for countries, but it requires a lot of work, especially in less developed countries. My 

thesis aims to describe those issues the government faces during the implementation process. 

Education is an important force, so I argued. I want to see the role of education within the 

implementation. 

Before I start with the empirical analysis, I want to present a brief overview of the coun-

tries I will analyze.14 

 South Africa Kenya Cameroon Guinea  

Developing 

level15 

Developing 

country 

Developing 

country 

Least-developed 

country 

Least-developed 

country  

Ethnic groups16  Majority: Black 

Africans (above 

80 percent) 

Various ethnic 

groups, no clear 

majority 

Various ethnic 

groups, no clear 

majority  

Various ethnic 

groups, no clear 

majority 

Political status Young and sta-

ble democracy, 

dominated by 

one politi-

cal party 

Despite chal-

lenges in its po-

litical systems, 

Kenya has 

maintained re-

markable stabil-

ity 

Relatively sta-

ble country, but 

power is con-

centrated  

Lack of govern-

ment transpar-

ency and politi-

cal instability 

Literacy 87 percent of 

people above 

the age of 15 

can read 

81.5 percent of 

people above 

the age of 15 

can read 

77.1 percent of 

people above 

the age of 15 

can read 

30.4 percent of 

the people 

above the age of 

15 can read  

Technology The most mod-

ern system in 

Africa 

Generally good, 

even in the rural 

areas  

Growing stead-

ily, govern-

ment-supported 

Huge improve-

ment with the 

last ten years, 

but outside of 

the urban areas, 

                                                 
14 There will be more country information at the very start of every country discussion and throughout 

the empirical analyses (starting at page 49).  
15 (IMF, 2020) 
16 For ‘Ethnic groups’, ‘Literacy’, ‘Political status’, and ‘Technology’: (CIA, Cameroon, 2020), (CIA, 

Kenya, 2020), (CIA, South Africa, 2020), (CIA, Guinea, 2020) 
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coverage is in-

sufficient 

Table 2: Country overview 

The overview helps to underline the diversity of my cases and their different histories 

and development situations. Financial inclusion affects countries differently, and we must ex-

pect different results when analyzing the relationship between education and financial inclu-

sion. I argued that education influences financial inclusion, but given that financial inclusion is 

a broad topic, it is also influenced by various other factors too. All elements in Table 2 should 

be taken into account when discussing and analyzing financial inclusion. Financial inclusion is 

a structural matter, which means that its success and development relies on multiple circum-

stances and factors. The technological, social and economic aspects all determine the degree of 

financial inclusion.  

Empirical analysis 

The empirical part will be structured as follows. I first present and discuss my data re-

sults and accept or reject my hypothesis. Is there a correlation between the amount spent on 

education and a financial inclusion index? To answer that question, I will analyze each country 

from 2010 to 2018. The dependent variable is financial inclusion, and the independent variable 

is education.  

After the discussion, I will describe the current situation in four African countries and 

hope to find out more about the relationship between education and financial inclusion. I will 

not do a large-N analysis but more of an in-depth analysis of the current situation in four coun-

tries in Africa. My thesis aims to look deeper into those four countries and explain the situation 

in the countries deeper. Sadly, those insights go lost when you do a large-N analysis, and you 

cannot describe those issues. I will use national financial inclusion strategies, governmental 

documents, and newspaper articles to analyze my four countries' current situation. My thesis 

focuses on only four countries for nine years, and the overall goal is to describe the processes 

in these countries comprehensively. I have focused on this specific time frame because many 

reports and articles emphasized that the period is the most crucial period for financial inclusion 

in the past year.  
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South Africa  

South Africa is a member of the BRICS nations17, belongs to the more developed states 

in Africa, and has close ties with the Commonwealth of Nations. After the first peaceful elec-

tions in 1994, which made Nelson Mandela President of the Republic, the country became an 

emerging middle-income market. Although with a well-developed financial, legal, energy, and 

transport sector, the country still faces different political and social obstacles such as corruption 

and the exclusion of minorities. The focus has been empowering a broader economic base, 

which incorporates financial inclusion. (CIA, 2020) 

Data discussion  

 

Figure 12: Financial Inclusion Index, South Africa, 2010-2018 

The calculation for the index18 is an important first step in my analysis. As previously 

mentioned in the methodology section, the index includes three numbers and gives a broad 

overview of financial inclusion in a country. In South Africa, we can see that they achieve a 

                                                 
17 Brazil, Russia, India, China, South Africa 
18 Sources: (IMF, Number of commercial bank branches per 100'000 adults, 2020), (IMF, Number of 

commercial banks in the country, 2020), (IMF, Number of deposit accounts with commercial banks per 1'000 

adults, 2020) 
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high degree of financial inclusion every year. It means that South Africa is a financially inclu-

sive society. Over nine years, they got a 1.00 value for the number of commercial accounts per 

1’000 adults. That is the highest number a country can achieve in Africa. It means that within 

a group of 1’000 people, nearly everyone has access to a bank account. Let us take a look at the 

number of commercial banks in the country. South Africa still scores pretty well, ranging from 

0.67 in 2014 to 0.82. The number has increased over the years. An explanation for this increase 

might be the increased usage of bank accounts and the financial inclusion boom in Africa in the 

past decade. The index value for the number of commercial bank branches per 100’000 adults 

remains roughly the same for the period. If we put these numbers into a bar graph, we can see 

a (small) positive relationship between education and financial inclusion. Although we can see 

a positive trend line, we cannot see a clear linear connection between the two variables.  

 

Figure 13: Relationship between Education and Financial Inclusion in South Africa, 2010-2018 

Let us now discuss the results of my analysis. I have added two control variables (Labor 

force participation and Trade freedom) to assert that money is spent on education that explains 

financial inclusion. Although the relationship is technically positive between the two variables, 

the result is meagre, being only 0.008. This is the numerical relationship between my two var-

iables. It demonstrates that when education rises by one point, the degree of financial inclusion 
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rises 0.008. This is not negative, but way too small to indicate a strong relationship between 

educational spending and financial inclusion. I was hoping for some clear evidence that in a 

country where the government spends so much money on education, we can see a high degree 

of financial inclusion. In theory, we can see that, but there is no stable relationship between 

these two variables. Still, I wait to either accept or reject my hypothesis until I checked the other 

countries.  

My research question was asking, ‘How does education influence financial inclusion?’ 

and we can see, in the table below, that there is not that much of an influence to observe.  

Summary Estimate  

Intercept   0.803 (0.293) 

Education without adding control variables  0.009 (0.049) 

Intercept -0.630 (0.425) 

Education with adding control variables  0.008 (0.031) 

CV 1 ‘Labor force participation’ 0.012 (0.045) 

CV 2 ‘Trade freedom’  0.010 (0.003) 

R-squared: 0.737. Values in parentheses are standard errors.  

Table 3: Data results, Education and Financial Inclusion, South Africa, 2010-2018 

After going through these results, it is to find out more about the weak relationship 

between educational spending and financial inclusion.  

The role of the government in South Africa 

 Although the government spends a fair amount of money on education, the school sys-

tem in South Africa has many structural problems, and different groups in South Africa are 

highly vulnerable to financial exclusion. Very often, only a particular group of people has ac-

cess to quality education and thus can benefit from the spending. This increases the number of 

financial illiteracy, which directly leads to financial exclusion. It shows that spending money 

on education does not automatically mean that it leads to more education for all residents in 

South Africa. Atkinson and Messy (2013) said that in developed countries such as Switzerland 

or the Netherlands, those people who suffer from financial exclusion are those people who lack 

education. In South Africa, this seems to be the same case. However, the role of education in 

South Africa must still not be underestimated. The chance of owning a bank account increases 

by roughly 15 percent for every year of education, which still supports my argument. (Ikdal, 

2017) But in the data, we do not see that.  
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The first step is to discuss the ‘Innovative Finance for Social Justice’19 report (ILO re-

port, hereafter). The answer to why we did not see a strong relationship between education and 

financial inclusion in my calculations is found on the first pages of the report. They said that 

the ‘social Finance Program aims to combine financial education with other interventions, such 

as creating an enabling environment for financial inclusion.’ (International Labor Office, 2016) 

Financial education, supported by money spent on education by the government, is only fruitful 

when combined with other factors. This does not mean that education is not essential; it rather 

argues for an approach that includes education in a group of facilitating factors of financial 

inclusion instead of saying that education is the primary force in the fight against financial 

exclusion. If education had been the primary force in the debate, we would probably have seen 

different results. (Varcoe & Martin, 2005), (Peng, Bartholomae, Fox, & Cravener, 2007) 

Another issue is that although the ILO report mentions education, it does not talk about 

schools' responsibility directly, which explains why we did not see a strong relationship be-

tween education and financial inclusion in the data analysis. This is where they need to start. 

When we look back at Mitchell and Lusardi’s (2011) text with the three questions, we see that 

there are only some necessary mathematics skills and a basic understanding of economics re-

quired to answer those questions. Everyone that has received a comprehensive general school 

education should be able to answer those questions. Jappelli (2010) argues that (school-) edu-

cation is a vital step towards the fight against financial illiteracy and, thus, the fight against 

financial exclusion. However, the report mainly talks about regulations and other bureaucratic 

issues, which misses what Jappelli (2010) said. Regulations are important, but where is a con-

crete example of a conversation about investments in schools, changing the curriculum, or to 

address the problem that there are simply not enough schools in the rural regions? Where is a 

strategy that addresses the discrepancies between girls and boys in terms of education and de-

velopment? They also mention that financial education initiatives are scattered with low levels 

of coordination. The government should present a clear version of how to address financial 

exclusion. This takes us back to the very problem that has been mentioned before: international 

institutions cannot do magic in the financial inclusion debate. They can help support education 

policies and establish financial inclusion strategies, but it remains problematic if problems are 

already within the coordination. How should an international institution react if there is no co-

ordination between government officials or different agencies? In the report, there is a lot of 

                                                 
19 Innovative Finance for Social Justice, published in 2016 by the International Labor Office in Geneva. 

(International Labor Office, 2016) 
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discussion about how various public or private institutions can raise money and support initia-

tives. Still, there is hardly any talking about the government's direct influence to support those 

policies. A lack of coordination, too much focus on bureaucracy, and a failure to address ex-

cluded groups and regions lead to the fact that we cannot find a strong relationship between 

educational spending and financial inclusion. The money does not go to rural areas and does 

not support closing the gap between different groups (i.e. minority groups in South Africa) or 

regions. Educational spending in South Africa is not used the way McCormick (2009) argued 

for: improving the school curriculum and making sure every student gets enough training to 

become a financially literate person. As a result, the relationship between my two variables, 

Education and Financial inclusion, is too indirect to find some clear evidence that the money 

directly supports financial inclusion. (International Labor Office, 2016), (Walstad, Rebeck, & 

MacDonald, 2010), (Peng, Bartholomae, Fox, & Cravener, 2007) 

Outsiders  

This only takes us to the next set of problems. Education does not have a strong enough 

impact on financial inclusion, but it would be necessary if included in different regions and 

groups to stop financial exclusion. South Africa has a well-developed financial services sector 

and still faces significant challenges with financial inclusion. Why? The services are available 

to the people, but the outsiders cannot use them due to structural problems. The interesting point 

here is that the index data I have calculated for the period does not support that statement; it 

shows that financial exclusion is not an issue in South Africa. The reason is that an index does 

not include those outsiders. Again it shows the weaknesses I have discussed before: an index 

often fails to cover different regions, especially the rural areas of a country, and it does not 

include gender discrepancies. Overall, South Africa gets high scores when measuring financial 

inclusion, but when we examine the country a little closer, we discover that different groups or 

regions remain unbanked. They are called ‘outsiders’ in the thesis.  

To help include outsiders, I argue that there is first a need to standardize the financial 

education curriculum to upscale financial education initiatives and second to enhance outreach. 

Those two points follow the literature I have consulted for this thesis and are vital in achieving 

financial inclusion in South Africa. It emphasizes the need for well-formulated policies in the 

educational sector that reach more people. It is imperative to reach out to minorities and low-

income people. The ILO report has identified some target groups that are particularly vulnerable 

to financial exclusion: (International Labor Office, 2016) 

- Young women between 6 and 19 years and the elderly (above 60 years)  
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- Black Africans 

- People with the low living standard measure  

- Those living in rural areas  

- People living in the Eastern Cape and Limpopo provinces  

South Africa is being called a newly industrialized country, with inequality and poverty 

still being widespread. Those problems include that some groups and regions are still excluded. 

The underdeveloped regions and different groups of people, such as the above mentioned, are 

mostly low-income people that simply do not have the opportunities to use financial services. 

White and Indian South Africans are more likely to directly manage the household budget than 

black Africans. Even in an African country, the color of one’s skin plays an integral part in 

accessing financial services. The ILO report also says that the higher the level of education or 

the greater the income (the latter being mostly the result of a higher level of education), the 

greater the likelihood of reporting a household budget. This is evidence for the validity of my 

argumentation. A more educated person is more likely to be able to budget. South Africa usually 

has an excellent financial inclusion index compared to African countries and a medium finan-

cial inclusion index compared to other countries worldwide. Compared to countries worldwide, 

South Africa even scores higher than some European countries, which is proof that the financial 

services sector is well-developed and more people have access to financial services. (Arora, 

2010) But in the excluded regions and minorities, financial illiteracy and financial exclusion 

remain a considerable problem. A significant part of the population is ill-equipped to use the 

services, which is a direct result of financial illiteracy. A negative result of financial exclusion 

in South Africa is the problem of over-indebtedness. Over-indebtedness is the result of lacking 

the knowledge to budget and mostly going to illegal black markets to borrow money. They have 

to pay insanely high-interest fees at black markets, which leads them into debts instead of eco-

nomic growth. People tend to do this because they are desperate for money. The National Credit 

Regulator reported that roughly 44.2 percent of all the credit consumers are over-indebted, 

which is a direct result of financial illiteracy. (National Government of South Africa, 2020)  

Policies towards financial inclusion  

Amidst the discussion of over-indebtedness and financial illiteracy, there is an increased 

need for systematic and coordinated financial education initiatives. It is important to distinguish 

between national efforts and initiatives that only focus on certain institutions or segments. The 

target group is mostly ‘the general public,’ which is good and bad at the same time since we 

have previously seen that some minority groups or rural areas should be specifically targeted to 
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prevent financial exclusion. Below is an overview of a couple of recommendations for South 

Africa:  

 

Figure 14: Example of policy recommendations to foster financial literacy in South Africa (International Labor Office, 2016) 

We can see that measurements are tailored to specific groups of people, which is very 

good as different groups of people require different training sorts. However, financial education 

is being targeted to only two select groups. Based on my research and compared to the UN 

Development Goals, this is too narrow as only workers and General consumers are included in 

Financial Education. (United Nations, 2020) Based on Jappelli (2010) and other authors, I argue 

that this strategy should be expanded towards IY (In-school-Youth). IY tries to make sure 

young people all over South Africa receive comprehensive financial training to diminish the 

number of people suffering from financial illiteracy and which would also be under the strate-

gies initiated by the Financial Services Board (FSB hereafter)20. Furthermore, the financial ed-

ucation section mentions ‘Training workshops and training trainers.’ Does that include teachers 

in school? It does not seem so as it does not include young people as the target group. Whenever 

talking about financial education, young people in school need to be included as well, and if we 

go down to further rows, we can see that some work does target young people only. The Busi-

ness and Arts South Africa says that they incorporated training in the Economic Management 

                                                 
20 I will talk about the FSB in the next chapter.  
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Science subject. Furthermore, they also focus on teacher development and try to organize an-

nual high school competitions. This is a great and huge step forward, yet the keywords ‘Finan-

cial education’ are missing from this section. (International Labor Office, 2016), (Tennyson & 

Nguyen, 2001) 

But still, I hold on to my criticism that young people should be included whenever there 

is a discussion about financial education. I argue this because financial education is much easier 

to teach in all schools, as it only requires basic mathematics and economics training. The other 

projects sound good, but sometimes they sound like ‘projects only’ instead of comprehensive 

education in school. Usually, only the urban and developed regions in a country get access to 

that, which must change. Given that only 1.2 million learners out of 12 million schoolchildren 

in South Africa are affected by this, my criticism does not seem far-fetched. (International La-

bor Office, 2016), (Roser, 2017) When financial education is included in school plans, it guar-

antees that most of the children who regularly attend school will receive financial education 

training. Yet again, it tells us more about why I found such a weak relationship between edu-

cational spending and financial inclusion in South Africa. Education is an important variable in 

this whole discussion. Still, the government focuses on so many other initiatives, specific pro-

jects, etc., that education is simply not strong enough to explain financial inclusion.  

Political problems in South Africa that prevent financial inclusion    

To battle financial illiteracy and financial exclusion, the Financial Services Board was 

established in 1990.21 They concluded that South Africans displayed low levels of financial 

literacy, which ultimately leads to financial exclusion and implies that a significant part of the 

population is ill-equipped to make sustainable financial decisions. Unfortunately, the FSB was 

dissolved in 2018 because of mismanagement and political scandals. In a 96-pages report, Pub-

lic Protector Busisiswe Mkhwebane has described the FSB problems, finding the conduct of 

executives of the crucial body improper and that they had misled the finance minister. Yet 

again, South Africa became a victim of political corruption and mismanagement that led to the 

dissolution of an agency supposed to battle financial illiteracy and financial exclusion. (Inter-

national Labor Office, 2016), (Cohen T., 2019) 

Still, I want to discuss the results of a key program called ‘My life, my money.’ It was 

a website that aimed to help consumers create a budget, share experiences, and make the most 

out of their finances. The website is an example of a national strategy to fight financial illiteracy 

and demonstrates what the government can do to help people. Due to a successful start, the 

                                                 
21 It took twenty more years for the financial inclusion boom to start in Africa.  
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program tried to reach people already in the working force and young high school students. In 

2017, they launched the second leg of the program ‘My life, my Money financial literacy speech 

competition’ at a High School in South Africa. The competition aimed to improve financial 

literacy levels among High School Students; students were required to do in-depth research on 

financial topics and presented their research to an audience. This is a prime example of includ-

ing young people in the debate and giving them the necessary skills to use financial services. 

As I have mentioned before, using a bank account is often a requirement for other products such 

as loans, mortgages, insurances, or jobs. When young people are involved in such processes, 

the risk of a generation with high financial illiteracy levels can be diminished. What I specifi-

cally want to emphasize is the combination of theory and practice at such a competition. (Inter-

national Labor Office, 2016) 

In 2017, the focus laid on debt management, the importance of financial planning, and 

entrepreneurship. Numbers are important, but it is also essential to know what a business plan 

is and what debt management means. One can assume that all these young people in this very 

high school could quickly answer those three questions. (International Labor Office, 2016), 

(Financial Services Board, 2017), (Behl, 2019), (Tennyson & Nguyen, 2001) This is an exam-

ple of how money spent on education leads to more financial inclusion. The programs include 

mathematics and economic training that can only be delivered to all school children if the gov-

ernment spends enough money on education. It allows children who do not have financially 

literate parents to rely on schools with enough money to address financial illiteracy and finan-

cial inclusion problems. But it has been a reality for only a short time, and it is not enough to 

see a strong relationship between education and financial inclusion. Because of the success in 

2017, the project was to be expanded towards other provinces in South Africa but had to close 

when the FSB was dissolved in 2018.  

The government holds a crucial role in this entire debate as it should either provide 

money for school expansions towards rural areas or enable such projects. However, South Af-

rica has proven that if there are problems within the government, such as mismanagement and 

corruption, all these policies remain a fictional utopia, and financial inclusion remains a dream.  

Conclusion South Africa  

Bernheim et al. (2001) said that the increase in exposure to financial education has a 

significant impact on future financial behavior. It requires money to be made available for 

teachers, school work, materials, and locations. And it can only happen when a government 

introduces such policies. South Africa is a prime example of this theory as they exposed their 
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students to financial education and financial services, which will help them in the future to 

avoid mistakes when they use financial services. Nevertheless, this achievement also showed 

how many processes will be destroyed by mismanagement and corruption within the govern-

ment.  

South Africa is among the most developed countries in Africa. As a member of the 

BRICS nations, it also enjoys a relatively good status on the world stage. They spend a lot of 

money on education, and they usually score incredibly high on the financial inclusion indexes. 

Nevertheless, we cannot find evidence for a positive and robust relationship between education 

and financial inclusion; the numerical relationship between these two variables is weak. Alt-

hough education remains important, trust in the banking system (33 percent of the residents in 

South Africa say that they do not use banking apps because they do not trust their banking 

system), or the costs of financial services might be stronger explanations to financial inclusion. 

(Ikdal, 2017) The government has initiated countless programs over the past years to fight fi-

nancial exclusion and financial illiteracy; it is heavily involved in the process, and education is 

very often an integral part of the solution. ‘My life, my money’ is only one example of a strategy 

to make sure people understand financial education basics. The country suffers from misman-

agement, corruption, and an unstable government. This prevents education, financial illiteracy 

remains a problem and minorities, and rural areas are excluded. If we compare the country to 

others worldwide, South Africa does not score that high anymore, and we can see the difficulties 

the country has to deal with. As long as government initiatives do not reach out to all South 

Africans and systematically exclude people from the reforms, financial illiteracy remains a 

problem, and financial inclusion remains intangible. Based on McCormick (2009), financial 

illiteracy can be stopped through comprehensive education. High school competitions are a 

great way to battle against financial exclusion, but they will not be fruitful as long as they 

remain one time projects.  

Comprehensive education and financial education projects are meant to be available for 

every school kid are suitable ways to help people to use a bank account. They are reliable ways 

out of poverty, but as long as the government is not free from mismanagement and focuses on 

the wrong projects, the problems will remain. Especially for South Africa, it is crucial not to 

follow an index but to look carefully into national strategies and excluded regions and groups, 

whether for a Master's thesis or a policy.  
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Kenya  

A former British colony, Kenya today is the economic, financial, and transport hub of 

East Africa. Agriculture remains the backbone of the Kenyan economy, contributing one-third 

of GDP and 75 percent of the Kenyan population works at least part-time in the agricultural 

sector. Although the country belongs to the more developed states in Africa, Kenya still faces 

several problems like being a target of terrorist activities, instabilities, and northeastern border 

and banking problems. Furthermore, China has a growing influence over several areas in 

Kenya, such as infrastructure. (CIA, 2020) 

Data discussion  

 

Figure 15: Financial Inclusion Index, Kenya, 2010-2018 

In Kenya, the FinScope Survey found a correlation between the use of financial services 

(such as having a bank account) and the exposure to financial information. (Xu & Zia, 2012) 

While South Africa continuously achieved high financial inclusion scores, we cannot say the 

same about Kenya. Kenya started at 0.5822, which technically is not a bad score, but it took 

them until 2015 to achieve over 0.70. They ended with 0.71 in 2018, which is a good score. 

                                                 
22 Sources: (IMF, Number of commercial bank branches per 100'000 adults, 2020), (IMF, Number of 

commercial banks in the country, 2020), (IMF, Number of deposit accounts with commercial banks per 1'000 

adults, 2020) 
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Kenya improved its financial inclusion score during the past decade (financial inclusion boom 

in Africa). Perhaps Kenya will be a prime example of a country that has been positively affected 

by Africa's financial inclusion boom. They have always had a 1.00 score in terms of numbers 

of commercial banks in the country, which is very good. It shows that Kenya is a nourishing 

ground for banks, which is beneficial to residents and the economy. But the number of com-

mercial bank branches per 100'000 adults is rather low with only 0.38, which is an indicator of 

rural-urban problems. It shows that there are probably many regions in Kenya where people do 

not have access to a bank branch. Nairobi23, the capital of Kenya, might have a lot of bank 

branches. Still, we can assume that if we go to the more rural areas, we will find fewer bank 

branches, which is not good for the country's political and economic development. Also, it will 

be more difficult for people to use banking services. We can see this already when we calculate 

the index. Eventually, it is good to see some growth in the last section; the number of deposit 

accounts with commercial banks per 1'000 adults; this value is continuously growing over the 

years, which tells us people became more active in using bank accounts. However, we might 

assume that most of this occurs in urban areas, which continues to be a problem and will un-

doubtedly be a topic to be discussed in the analysis.  

When I checked the data from South Africa, we could only see a weak relationship 

between government spending on education and financial inclusion. It was not a negative result, 

but not a result that gave much hope to accept my hypothesis. Nevertheless, I did not reject or 

accept my hypothesis because I wanted to wait for another country. Kenya is also a nation that 

invests a lot of money in education. Let us now check the relationship between the dependent 

and the independent variable in a simple graph without any influence from control variables:  

                                                 
23 Home to thousands of Kenyan business and many international organizations such as the United Na-

tions office in Nairobi 
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Figure 16: Relationship between Education and Financial Inclusion in Kenya, 2010-2018 

 The graph tells us that there is no positive relationship between education and financial 

inclusion. No matter if the government spends more money on education, the financial inclusion 

index can be low and vice versa. We cannot even see a trend that after a few years.  

Summary Estimate  

Intercept  3.187 (1.071) 

Education without adding control variables -0.471 (0.199) 

Intercept -0.530 (1.744) 

Education with adding control variables  -0.161 (0.172) 

CV 1 ‘Labor force participation’ 0.030 (0.010) 

CV 2 ‘Trade freedom’  -0.002 (0.004) 

R-squared: 0.883. Values in parentheses are standard errors.  

Table 4: Data results, Education and Financial Inclusion, Kenya, 2010-2018 

The numerical relationship between education and financial inclusion with adding con-

trol variables is -0.161. We now have to reject the hypothesis. I do not even have to see Came-

roon and Guinea's results to reject the hypothesis since the number is negative. Given that South 

Africa got a positive numerical relationship between education and financial inclusion, there 
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would have been a chance to accept the hypothesis if Kenya got more or less the same result as 

South Africa. The results from Guinea and Cameroon were lower than South Africa's and 

Kenya’s results. It would have meant that more education spending leads to a higher degree of 

financial inclusion. But with a negative result in Kenya (meaning that more educational ex-

penditure does not lead to a higher degree of financial inclusion), there is no chance anymore 

that my hypothesis can be accepted. Kenya is a country that invests a lot of money (above 

average in the region) in education, and the country has improved within the last decade, but 

this is not because of education, as we can see. The data results and the graph above have 

demonstrated that. We have to accept the counter hypothesis, which says that more governmen-

tal spending on education does not lead to more financial inclusion.  

In the following chapters, I will try to figure out why we had to reject the hypothesis. 

What is the role of education in the financial inclusion debate in Kenya?  

Kenya's recent development  

Johnson et al. (2010) said that socio-economic factors such as education increase the 

likelihood of using financial services, and a high level of education increase the chances of 

financial inclusion. Kenya aims to become a middle-income country by 2030. Building human 

capital and adopting improved technologies are just two methods of achieving this goal. The 

government recognized that they have to ensure that all residents in Kenya can participate in 

this process. 'We don't just need growth; we need growth which is inclusive.' (Johnson, 

Malkamäki, & Niño-Zarazua, 2010) Finance is a significant player in the development of the 

economy and people's livelihoods, and when growth needs to be inclusive, so must finance. 

Financial tools can contribute directly to better managing household resources and building 

livelihoods. To include all people, the government also needs to ensure that all people under-

stand the financial services before using the services. The government is supposed to play an 

active role and to support the residents. However, when we take a look at Kenya's history, we 

see that this remained unachieved.  



Maximilian Kallenbach   

MA Thesis  63 

The people in Kenya had to 

create their financial solutions with-

out either the government or abroad. 

Relevance, flexibility and low-cost 

were the major issues that shaped 

their financial solutions and made 

the informal finance sector growing 

and growing. (Figure 17). The Fin 

Access 2019 report also mentions 

that the informal approaches often 

turned out to be very useful, and the 

drive for formal financial inclusion has been lower than expected. Three significant explana-

tions are named for that: (Central Bank of Kenya, Kenya National Bureau of Statistics, & FSD 

Kenya, 2019) 

- First, many formal services are not relevant to the needs of many – and especially 

poorer – households. Informal solutions are sometimes better options for people. Do 

poor people and people living on the rural side need investment proposals? Rather 

no, their primary need is money.  

- Second, the power imbalance between consumers and financial institutions is ac-

centuated, where the customers are poorer and less well educated. It means that poor 

and uneducated (!) people prefer to go to an informal banking office instead of vis-

iting a formal banking institution. We will later see why this is such a big problem, 

but it shows again that education influences the use of financial services.  

- Third, more significant gains will not necessarily be achieved by focusing solely on 

low-income households' financial services. Why concentrate on them? It means that 

formal finance is only designed for the well-off people, and informal finance is for 

the poor, uneducated, and living on the rural side-people.  

So, the question is, why should Kenya alter their strategies or their approaches? Why 

should the government try to diminish the informal finance sector? The answer is globalization 

and modernization. As the economy modernized, people reached their limit of informal finance. 

Also, there is less control and regulations within the informal sector, which causes further prob-

lems such as financial mismanagement or over-indebtedness. In times of the financial inclusion 

boom in Kenya, much emphasis has been put on expanding the reach of formal banking. Poli-

cies focused on this very issue to achieve an inclusive society that is less informal but more 

Figure 17: Usage of formal and informal financial solutions in Kenya (% 

adults 2006 - 2019) (Central Bank of Kenya, Kenya National Bureau of 

Statistics, & FSD Kenya, 2019) 
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formal. However, there is one barrier to abolishing the informal sector: the costs of having a 

bank account and using financial services. Informal finance is mostly cheaper than formal fi-

nance and, therefore, more attractive to Kenya's people. Costs are also among the most quoted 

reasons for financial exclusion and are a valuable explanation for Africa's financial inclusion. 

If it is costly to have a bank account, people in Kenya (and probably in other African states) 

prefer not to have a bank account to save money.  

The second point (power imbalances) on the previous page is proof of my argumenta-

tion's validity. Consumers being less educated leads to more exclusion from formal financial 

services. People do not use formal financial services when they do not understand the language 

of financial services. This is a major issue that drives people away from formal financial ser-

vices and leads them to informal financial services. This is a problem, and the government 

should address education in their policies to ensure everyone gets access to formal finance. 

Especially in these times, when there is a shift from the informal sector to the formal sector, 

education is important. Still, after going through reports and strategies, we can see the govern-

ment does not focus on education, so we did not see a positive relationship between the inde-

pendent and the dependent variable. (Central Bank of Kenya, Kenya National Bureau of Statis-

tics, & FSD Kenya, 2019), (AFI, 2015), (Johnson, Malkamäki, & Niño-Zarazua, 2010) 

 The third point seems to be 

brutal, but it is the truth in a country in 

Africa. Although the excluded group 

(low-income and rural-side residents) 

is big, it is not an essential group in the 

fight against financial exclusion. Such 

statements correspond well with my 

findings from the index calculation. 

The number of commercial bank 

branches per 100'000 adults is low in 

Kenya, and a meaningful explanation 

of why the index has not achieved 

high numbers. Some areas and groups of people are systematically excluded (Figure 18). This 

is why people tend to use the informal sector even more instead of using formal financial ser-

vices. There is more informal finance in rural areas. The North-Western region in Kenya needs 

to have more growth opportunities.The problems of digitization  

Figure 18: Formal inclusion by regions in Kenya (% adults 2019) 

(Central Bank of Kenya, Kenya National Bureau of Statistics, & FSD 

Kenya, 2019) 
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The problems of digitization  

When we look at Kenya, we can see that mobile money is an important factor in dis-

cussing financial inclusion. People do not have a bank account at a formal banking institution 

but a mobile money account. In 2019, approximately 79 percent of adults that use financial 

services used mobile money accounts. In 2006, mobile money accounts were practically non-

existent; in 2013, it was already at 63 percent and reached 79 percent in 2019. (Central Bank of 

Kenya, Kenya National Bureau of Statistics, & FSD Kenya, 2019) To what effect are digital 

solutions contributing to building livelihoods and to fostering financial inclusion? How does 

mobile money improve people's lives? Does it enable economic growth and political develop-

ment? I will discuss two major problems regarding mobile money: the usage and the lack of 

knowledge.  

In 2019, roughly 93 percent of all the people working in the farming sector received 

their cash income. Although there is a high number of people having a mobile money account, 

many people in Kenya only use cash. Explanations for this include a lack of financial 

knowledge, a lack of internet penetration, no banking branches close to them, or other people 

involved in the process (i.e. the employer) who do not use financial services. It is not repre-

sentative to say that many people use mobile money when many people technically have a 

mobile money account but do not use the services. This is not financial inclusion. Although 

residents have mobile money accounts, they primarily use cash. If we combine those findings 

with the previous chapter's results (strong informal finance sector), we have to ask what is hap-

pening in Kenya? Furthermore, it is disputed whether mobile money enables access to mort-

gages, loans, or other financial services. Given that, we should critically ask whether mobile 

money allows people to have a better life. Does mobile money show people how to make a 

budget that helps them to save money? No, it does not. Instead of praising countries worldwide, 

especially in Africa, where we could find a boom of mobile money and sometimes see high 

financial inclusion numbers, we seriously have to ask how people use those financial services. 

(Central Bank of Kenya, Kenya National Bureau of Statistics, & FSD Kenya, 2019), (Afi, 

2015), (Nyawino, 2019) 

The second point I have mentioned on page 63 is the lack of education. People use 

mobile money accounts, and no one knows if they know how to use mobile money wisely. 

Financial illiteracy is still a problem in Kenya and became worse during the past years. When 

people use mobile money, they never have to go to a banking branch or talk to a banker. If a 

person who lacks financial education gets access to mobile money accounts without any con-

trol, the results include debt-stress, mismanagement of finances, and bankruptcy risk. Why does 
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that happen? Because there is no control or regulations, and they have easy access to investment 

products. A rapid increase in mobile money usage while financial illiteracy did not improve 

much over the years is a toxic combination for a country and its residents. Digitization is not 

only a blessing; sometimes, it might do more harm to a country. (Demirgüç-Kunt & Klapper, 

2012), (Courchane, Gailey, & Zorn, 2008) 

Security also remains problematic in Kenya. Financial inclusion is not merely about 

expanding access to finance; it also means that people use transparent, safe, and secure financial 

services. If this is not guaranteed, it may lead to more harm in a country with adverse effects 

on the economy and the political landscape. Mobile money still bears a lot of risks. Approxi-

mately 37 percent of all the users experience security problems (compared to 3 percent of the 

users of standard banking), and 30 percent of the users experience service system failures (com-

pared to only 9 percent of conventional banking users). Mobile money users had to face more 

challenges in terms of security and safety than standard banking services. (Central Bank of 

Kenya, Kenya National Bureau of Statistics, & FSD Kenya, 2019) 

Saving and borrowing in Kenya: Education as a requirement 

Saving and borrowing are two essential financial services. Saving is vital for tough eco-

nomic times, retirement, or education for children. Borrowing is essential for businesses to grow 

and to invest in their futures. However, both require knowledge and access to financial services. 

Borrowing becomes more important in Kenya, which is good for the economy and the political 

climate. It shows that people play an active role in its development towards a middle-income 

economy. Fifty percent of the population currently has a loan, while 70 percent of the popula-

tion is saving. This is good and shows people participating in economic and financial processes; 

however, it requires attention as borrowing is a risky business when people do not know how 

to budget or to plan. 39 percent of all the adults who borrow money do that in the informal 

sector, while only 22 percent borrow money from formal institutions. One of Lusardi and 

Mitchell's (2011) questions was to calculate an interest fee. It is doubtful that all 39 percent 

would answer the three questions correctly. Informal borrowing includes shopkeeper's money, 

family and friends, and mobile banking. (Johnson, Malkamäki, & Niño-Zarazua, 2010), (Cen-

tral Bank of Kenya, Kenya National Bureau of Statistics, & FSD Kenya, 2019), (Mitchell & 

Lusardi, 2011) 

 

Another crucial point is the longevity of those savings. Is it long-term oriented, or is it 

mainly short-term oriented? 54 percent of Kenyans that use mobile money-saving opportunities 
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only save money for the near future, and 47 percent of the adult's to save 'informally.' Mobile 

money is the primary saving provider. In comparison, only 8 percent of the adults gave their 

money to a bank in 2019. Analyzing those numbers is a must for governments and consumer 

protection agencies as the informal sector bears significant risks for over-indebtedness and il-

legal activities. Furthermore, it does not support economic growth, nor is it helpful for political 

development. When people become poor because of mismanagement and debt problems, this 

leads to higher poverty rates, a lack of investments, or more social spending. Education, there-

fore, is an important way to prevent people from these problems. But given that there is hardly 

any evidence that education is used as a tool to stop financial exclusion in Kenya, we understand 

why we did not see a positive result in my statistical analysis and why it will be a problem for 

the nation. (Central Bank of Kenya, Kenya National Bureau of Statistics, & FSD Kenya, 2019) 

Debt-stress also remains an issue that is worth focusing on. Two-thirds of borrowers in 

Kenya experience at least two symptoms of debt stress. Symptoms include default on loans or 

'debt repayment > 50 percent of monthly expenditure'. This may be traced back to a lack of 

knowledge and education on budgeting and dealing with money. People who suffer from debt 

stress were mostly unable to make a budget that clearly shows how much money they have, let 

alone calculate their interest rates.  

 

Figure 19: Percentage of borrowers experiencing symptoms of debt stress by population segment in Kenya (Central Bank of 

Kenya, Kenya National Bureau of Statistics, & FSD Kenya, 2019) 

If we take a look at the following graph, we have to note a few points:  
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- Farmers extensively use mobile money and still get their income in cash. They ex-

perience a lot of debt stress. Although they have access to mobile money, they seem 

to lack the knowledge of how to budget and manage their finances.  

- The poorest in Kenya face debt stress.  

- Retired people who probably did not participate in the past decade's financial inclu-

sion revolution also face debt stress. Financial illiteracy usually is higher among 

older people. (Arora, 2010) 

The 2019 Fin-Access household report said that education is important to avoid those 

issues.24 All the problems mentioned earlier result from people suffering from financial illiter-

acy, resulting from a lack of education. People need to have a basic understanding of financial 

services and should not only rely on mobile money as it bears the most risks. The groups that 

use mobile money (residents in rural areas, uneducated people) happen to experience fraud or 

debt stress. Debt stress is a common problem among farmers, the elderly, and the poor and lacks 

knowledge of budgeting and managing personal finances. Those people with high financial 

illiteracy rates tend to rely on mobile money, which is often an excessive demand. Or they have 

a mobile money account and do not use them. (Tufano, Flacke, & Maynard, 2010) However, 

education remains only a point in surveys and not in Kenya's financial inclusion strategies, 

which is why I did not see a clear relationship between my two variables. Kenya spends a lot 

of money on education, but this does not mean that there is a higher result in financial inclusion. 

This tells me that the money is not used in schools to address financial illiteracy (i.e. supporting 

a financial literacy competition as we did see in South Africa). The fact that I had to reject my 

hypothesis and that I did not find any evidence in Kenya's national financial inclusion strategies 

on how to use educational expenditures or school activities to increase financial literacy are 

both proofs of that. Although there is plenty of literature on that and surveys in Kenya found 

out that financially excluded people lack education, there is hardly any evidence that national 

financial inclusion strategies in Kenya plan to include the schools in the fight against financial 

exclusion. They mention education, but they do not talk about simple strategies to stop financial 

illiteracy, such as more spending for schools, the inclusion of rural school areas, or organizing 

a high school-financial inclusion competition like it happened in South Africa.  

                                                 
24 Reference to page 62 where I talk about this more in-depth. Source: (Central Bank of Kenya, Kenya 

National Bureau of Statistics, & FSD Kenya, 2019) 
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Outlook in Kenya  

Kenya's financial inclusion outlook remains problematic. Financial inclusion exists in 

theory, but in practice, people are unprepared to use the services, and financial literacy is still 

not a reality in the country. Although the financial inclusion index has continuously become 

better in Kenya over the past years, financial health became worse. In 2016, 39 percent of the 

adults in Kenya were classified as financially healthy. In 2019, only 22 percent of adults were 

classified as financially healthy. This is a huge step back and tells us that some problems are 

going on in Kenya that urgently need to be addressed by the government and institutions in 

charge of financial inclusion. Out of this group of financially healthy people, only 5 percent 

were poor, while 50 percent were wealthy. Both times, those are bad numbers. It is institutions 

or governmental agencies that should be in charge of battling financial illiteracy. I have men-

tioned that debt stress and systematic exclusion are major problems in Kenya. In 2019, fewer 

people were able to budget, invest in their future, or make savings. With the Fin Access 2019 

household report's release, it became clear that there is a lack of financial education among 

Kenyan residents. This lack of education leads to a low number of financially healthy people. 

(Central Bank of Kenya, Kenya National Bureau of Statistics, & FSD Kenya, 2019) Although 

the government invests more money into education than other states, it is not used for financial 

education. The national strategies to battle financial exclusion do not mention how to make 

society more financially inclusive. They do not have competitions like those found in South 

Africa, helping people become financially healthy with enough sound financial knowledge to 

avoid over-indebtedness or exclusion. People in Kenya tend to rely on their knowledge or fam-

ily's or fiend' knowledge of financial advice. I argued that more governmental expenditure on 

education gives more room for financial education in school (i.e. financial inclusion competi-

tions, workshops, and teachers' education). In Kenya, this is simply not the case. 

An increase in mobile money rather can be a problem for the country's and residents' 

future because more people using those tools without sound financial knowledge leads to debt 

stress. The push for financial inclusion might even become a problem instead of being helpful. 

The promotion of financial illiteracy is important in addressing consumer protection concerns, 

and mobile money and digital apps have introduced new emerging risks. In 2019, over half the 

population claim that their financial situation has worsened compared to only 34 percent in 

2016. This remains problematic, especially when we know that the financial inclusion index 

has become better. An uptake of accounts is not sufficient for financial wellbeing. (Central 

Bank of Kenya, 2019), (Nyawino, 2019) 



Maximilian Kallenbach   

MA Thesis  70 

Conclusion  

There is hardly any evidence that education has had a significant influence on financial 

inclusion in Kenya. Financial illiteracy and a lack of education are being named barriers to-

wards financial inclusion and will cause problems in the upcoming decade. The lack of educa-

tion is a big problem in Kenya as only one-fifth of the adult population is considered financially 

healthy. After going through government reports and analyzing national strategies to overcome 

financial illiteracy in Kenya, it is no surprise that there is no positive relationship between ed-

ucation and financial inclusion: education is rarely mentioned, except for surveys and newspa-

per articles. Governmental spending on education might be high or low in Kenya; it does not 

influence financial inclusion. I have discussed many problems with a lack of education. It would 

be highly beneficial for the government, the country, and the people if the government realized 

that they have to use educational spending and school work to increase financial inclusion and 

decrease financial illiteracy. If everyone in Kenya is allowed to learn the essential principles of 

smart money management, it will help plan and keep their respective financial matters. But this 

requires education and the government to include it in their strategies.  

The lack of education leads to problems with mobile money. Mobile money, although a 

growing business in Kenya and probably the reason why Kenya performs extraordinarily well 

in financial inclusion indexes, bears its risks and problems that the government currently does 

not address. Are people enough financially literate to know how to deal with mobile money? If 

they have access to mobile money, do they even use it? No, they are not and no, they do not. 

The only result is debt-stress and financial mismanagement as people do not know how to use 

financial services if nothing explains it to them. Especially in rural areas, this has become an 

enormous problem. Suppose the government does not realize that financial illiteracy, which did 

not decrease in Kenya, is a huge problem and can only be solved through comprehensive edu-

cation for everyone in Kenya. In that case, the country will suffer more in the future. People 

with access to mobile money and no knowledge of usage is a toxic combination and will cause 

a lot of harm to the people, the economy and the whole nation.  

The informal sector plays an important role in Kenya, while formal finance plays a lim-

ited role in addressing people's needs. Many people tend to use informal banking services be-

cause it is easier for them instead of using formal banking services. Over-indebtedness is a 

problem in Kenya and must be addressed. Furthermore, the government must develop strategies 

on how to further diminish the influence of the informal sector. Traditional services are stag-

nating, and the informal sector remains powerful. Formal financial services and intermediation 

as drivers of investment and growth are still not a reality for many residents in Kenya. 
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I have always argued that international institutions like the UN cannot come to countries 

and 'just implement financial inclusion' policies. I would say Kenya is a prime example of this. 

Does the UN know that digitization is such a problem in Kenya? In Kenya, they do not just 

need to implement policies that enable access to financial services; they need so much more, 

like a focus on rules and regulations, adequately addressing the risks that come with rapid dig-

itization and a policy that supports formal finance first.  

Guinea  

After decades of authoritarian rule since France's independence in 1958, Guinea is at a 

turning point. With the military regime, a lack of transparency, and planned killings of political 

opponents, the country had had its first democratic elections in 2010. The government now aims 

to address long-standing tensions between different groups in the country. Mr. Alpha Conde, 

the President of Guinea, created the first all-civilian government in its history, which is a vital 

step towards a more peaceful and thriving future. Still, the country is widely seen as a develop-

ing country, although the hydro potential is enormous. International investors have shown in-

terest in Guinea’s unexplored mineral reserves, which might have the potential to propel 

Guinea’s future growth. For the moment, though, the agricultural sector remains the primary 

source of income for the people in Guinea. (CIA, 2020) 
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Data discussion 

 

Figure 20: Financial Inclusion Index, Guinea, 2010-2018 

 After analyzing the results from Kenya and South Africa, countries that spend a decent 

amount of money on education, I will discuss two countries that spend relatively less money on 

education: Guinea and Cameroon. Following my argument, Guinea and Cameroon should have 

a lower degree of financial inclusion than the first two countries because they spend less money 

on education.  

 We see that Guinea performed badly over the past decade25 when it comes to measuring 

financial inclusion. The highest number they have ever achieved was 0.13. It means that Guinea 

is not a financially inclusive society. They got meagre values when measuring the number of 

commercial accounts per 1’000 adults or the number of commercial bank branches per 100’000 

adults. This shows that banking is not equitably distributed nor accessible for the people in 

Guinea. Most people do not have access to a bank account, which prevents economic growth 

and political development. Since 2010, the number of commercial banks in the country has 

                                                 
25 Sources: (IMF, Number of commercial bank branches per 100'000 adults, 2020), (IMF, Number of 

commercial banks in the country, 2020), (IMF, Number of deposit accounts with commercial banks per 1'000 

adults, 2020) 
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improved. Guinea started at 0.18 in 2010 and got 0.32 in 2017. That gives hope and might be a 

sign of the success of the financial inclusion boom in Africa that started in the past decade.  

 Although the data shows an increase in the slope, we have to say that the decrease is 

minimal. The numerical relationship between education and financial inclusion without the use 

of control variables is only 0.011. It is positive, but it is super small and tells me that there is a 

low correlation between education and financial inclusion without including the control varia-

bles.  

 

Figure 21: Relationship between Education and Financial Inclusion in Guinea, 2010-2018 

Let us check the data when we add control variables. The data show that we cannot see 

a positive relationship between education and financial inclusion, as the estimate now is     -

0.005. The control variables both got positive results, although they are minimally positive. 

Education in Guinea does not seem to influence financial inclusion positively. If there is an 

increase of one unit of x (expenditures on education), -0.005 is the expected change in y (finan-

cial inclusion), on average. When I look back at my research question (How does education 

influence financial inclusion?), we can see a negative effect when I add the control variables. 

When I did not add the control variables, there was only a minimal influence to observe.  
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Summary Estimate  

Intercept  0.077 (0.088) 

Education without adding control variables 0.011 (0.036) 

Intercept -0.823 (1.444) 

Education with adding control variables  -0.005 (0.043) 

CV 1 ‘Labor force participation’ 0.012 (0.011) 

CV 2 ‘Trade freedom’  0.003 (0.026) 

R-squared: 0.242. Values in parentheses are standard errors.  

Table 5: Data results, Education and Financial Inclusion, Guinea, 2010-2018 

Although the country performs poorly in our analysis, financial inclusion is still an im-

portant issue in Guinea, especially when it comes to mobile money. While the financial inclu-

sion degree is low, the penetration of mobile telephony is higher and continually growing. Gov-

ernmental intuitions consider offering financial services over a mobile phone an excellent op-

portunity for mitigating financial exclusion. It will be promoted because it holds advantages for 

both sides; the consumers and the banks. Consumers quickly get access to financial services 

and do not have to pay much money to complete their online transactions, and banks can acquire 

new consumers. Furthermore, it helps stop the flow of illicit financial flows in the country and 

prevents black market activities. Tax revenues are also an essential part of this discussion. It 

seems like a win-win situation for both sides. (Banque Centrale de la Republique de Guinee, 

2017) 

I want to answer now, why can we see a low financial inclusion degree in Guinea? The 

past decade was said to be the decade for the financial inclusion boom in Africa. Guinea was 

not included in this boom. I will use the next chapters to discuss various problems in Guinea, 

the role of education, and some strategies to promote financial inclusion.  
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Financial education in Guinea  

 

Figure 22: Extract from the Financial Sector Modernization Project in Guinea, 2017 (African Development Fund, 2017) 

 This is a short glimpse of a policy recommendation to mitigate financial exclusion. Fi-

nancial education on the last line is only a small part of the whole debate. The recommendation 

solely focuses on interbank e-money systems instead of including the entire dimension of fi-

nancial education. Does the government know about the literature that I have mentioned in the 

literature discussion? There are plenty of texts with strategies and approaches to addressing 

financial inclusion in Guinea, and hardly any evidence for education to be seen as a supporting 

factor for financial inclusion. They want to modernize the financial infrastructure, and they plan 

on focusing on mobile money as well. This simply is not enough, and it is not a sustainable 

solution only to focus on one section. In South Africa, I have mentioned that it is important not 

only to focus on single projects but to include the whole education system in this debate. In 

Kenya, we have seen that a focus on digitization also bears its risks, and the government must 

not forget to address financial illiteracy. The scope must be increased, and more people have to 

be targeted. Nevertheless, the report clearly says that during the implementation, consultations 

are planned with the population (i.e. civil society, women’s organizations and local elected 

officials) to foster financial education, which is good. The government's role is to support those 

groups and provide them with technical and financial aid to promote financial education.  

An explanation of why education remains a small part and why schools plan on voca-

tional training instead of general education is the country's problematic situation. Is financial 

illiteracy the most burning issue in Guinea? Probably not. People remain unemployed when 

they go to vocational schools (42 percent) and universities (61 percent). Financial literacy is 
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probably not a top priority in an already poor country when people remain jobless after gradu-

ation. In that situation, what is the sense of education at all? And why should we talk about 

money when there is no money after graduation? So often, this is a systemic issue. (African 

Development Fund, 2017) 

Guinea's school system could be a whole thesis itself, but I will only point out some 

major issues that influence financial education in Guinea. The student-teacher ratio is approxi-

mately 1 to 49, which is proof of the lack of educational funding. Access to general education 

is hindered when a person grows up as a girl or in rural areas. Teachers are low paid, and the 

schools face several issues such as construction problems or structural issues. Although the 

government tries to link education to professional training, many children drop out too early or 

receive the wrong kind of training for their future jobs. From the ages 7 to 13 (primary school), 

it is mandatory to go to school, which makes us assume that children will not receive enough 

education to be able to do either financial inclusion/literacy competitions as children do it in 

South Africa or will get the necessary skills to answer the financial literacy questions correctly. 

(U.S. Department of State, 2015), (Global Partnership for Education, 2020) While education 

remains a big problem in Africa, those numbers are awful for Guinea and hinder financial edu-

cation.  

To fight youth unemployment in Guinea (the official number is around 5 percent), the 

government tries to link job training with school education. The overall goal is to give the young 

people a primary education and combine it with job training. The government hopes that this 

leads to a decrease in youth unemployment. Although the link is generally a good idea, it might 

cause some school shortages as the focus lies on training, not education per se. The government 

aims to prepare and educate young people for jobs (industries and agriculture); a focus on com-

prehensive school education is less desired, leading to less financial literacy. Furthermore, with 

schools being more interested in job training, why would young people grow up in the rural 

side even go to schools anyway? (African Development Fund, 2017) 

National Finance Inclusion strategies in Guinea  

I want to discuss Guinea’s strategy for financial inclusion. Before I analyze the results 

from the ‘Financial Sector Modernization Support Project,’ I will start with some critical points 

from a speech delivered by AFI (Alliance for Financial Inclusion) Executive Director Norbert 

Mumba on November 27, 2019, in Conakry, Guinea. In his remarks, Mumba asked, ‘Are our 

financial inclusion policies helping our people to lift them out of poverty, and what more can 

we do?’ He answered that question by referring to three major points: (Mumba, 2019) 
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 Effective application of appropriate technology. The focus lies on Fintech. Mobile 

money and technology are the main drives behind this point, and they aim to make 

digital technologies accessible to everyone. They put the focus on mobile money 

and try to achieve financial inclusion through this mechanism.  

 Effective national financial inclusion coordination mechanism. The problem of 

financial exclusion is a joint and collaborative effort. It is the enormous drive behind 

national strategies and tries to include different interest groups to implement well-

developed strategies.  

 Entrepreneurship for youth and women – deliberate policy approaches. The last 

point targets minorities in Guinea: young people and women. Financial inclusion, 

so says Mumba, cannot become a reality as long as vulnerable segments of the so-

ciety are left behind.  

This sounds all good, but I miss the role of schools and the ministry of education. Given 

the big problems with the youth unemployment rate and the high number of unemployed col-

lege graduates, it is understandable that financial inclusion will not be targeted via the school 

system and only through national initiatives. Let us now go over to the financial inclusion strat-

egy.  

The ‘Financial Sector Modernization Support Project’ was running from 2017 until 

2019. The objective was to support the authority’s effort to develop the financial sector by 

fostering financial inclusion. ‘The banking sector is highly concentrated and not adapted to 

new technologies that could foster financial inclusion. Banks tend to prefer short-term loans 

with high-interest rates. The overall banking penetration rate remains at 8%, which is well 

below the averages for neighbouring countries.’ (African Development Fund, 2017) In those 

two sentences, we can see a summary of the banking problems in Guinea. The report says that 

it should focus more on regulations, supporting the banking infrastructure, initiate a financial 

inclusion strategy with the help from the FIRST initiative26, and support technologies. Those 

are all important points because the financial market is often unregulated in Guinea, and regu-

lations and governance are needed to achieve financial inclusion. (African Development Fund, 

2017)  

The report does not mention the high rate of financial illiteracy, which has a multiplier 

effect on the problems mentioned above. The banking sector is not adapted to new technologies, 

                                                 
26 The FIRST Initiative aims to strengthen financial sectors. I will talk about that initiative more in-depth 

on page 78.  
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but the people in Guinea also are not adapted to those new technologies either. That is the 

missing point because even with more regulations and more banks being available to people, 

how should people know how to use money? There is a lot of indebtedness in the country be-

cause banks prefer short-term loans with high-interest fees, and people do not know how to 

budget. This is a toxic combination for a country, and there is no way it leads to a more finan-

cially inclusive society. Yet again, it demonstrated how important the government’s role is in 

this debate as the government can support this work directly. The report mainly focuses on the 

work of raising the banking penetration rate and developing the microfinance sector. Further-

more, they aim for financial sector governance, again highlighting the important role of the 

government. The government’s role should be supporting fair regulations, stopping the black 

market activities and introducing financial market policies that make it impossible for illegal 

black market participants to offer products to minority groups. Alongside this, the government 

has the responsibility to provide schools with enough funds to stop financial illiteracy. Financial 

illiteracy leads to indebtedness and financial mismanagement. (African Development Bank, 

2013), (Abreu & Mendes, 2010), (Behrman, Mitchell, Soo, & Bravo, 2010) Guinea should try 

to mirror South Africa’s work and support school projects where students learn how to budget 

to use their money wisely.  

Do poor people even need to use financial services when they are poor? Do they have 

access to a computer to do an online transaction? Online payment or transactions is a great way 

to help that people in a country are financially included, but if they do not have any money to 

send or receive, why would they need a bank account? They might have the required skills, 

especially those from universities, to use a bank account and answer all the three questions 

when one measures financial literacy. Still, they might be denied access to financial services 

due to a lack of income. I have said that having a bank account enables countless more activities: 

loans, microcredits, savings, retirement planning, etc. However, this remains a dream when 

people do not have a bank account and stay poor due to youth unemployment. A lot of economic 

growth goes lost as a result. The only thing that probably grows is black market activities and 

the informal sector.  

2014: The Ebola crisis and its influence on microfinance  

In 2014, amidst the Ebola crisis, the microfinance sector was facing some severe chal-

lenges. The government temporarily suspended a development program due to weak loan re-

payment performance and low governance standards among businesses. That crisis was the 

initiator of the multi-donor project back in 2015 called the FIRST Initiative in Guinea. FIRST 

aims to support economic growth and poverty reduction in low- and middle-income countries 
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by promoting robust and diverse financial sectors. It is a multi-donor grant facility that provides 

technical assistance to develop inclusive financial systems. It is a European project, mainly 

supported by Germany, the United Kingdom, the Netherlands, the Grand Duchy of Luxem-

bourg, Switzerland, and the World Bank. The overall goal of the Guinea project C015 was to 

make sure that the same mistakes from 2014 could be avoided in the future. Development pro-

grams should not be cancelled simply because of a pandemic. The focus of this initiative lies in 

the regulations of the microcredit secret and its regulations. They call for a stronger supervisory 

and capacity, which should prevent short-comes during a crisis and still guarantee a smooth 

microfinance process during a pandemic. (FIRST Initiative, 2020) Not repaying their loans is a 

problem of wrong budgeting, which can be traced back to a lack of education. Budget is a 

critical component when one uses financial services, but it will not be highlighted when one 

uses money from black markets. Instead of only focusing on regulations, the governmental in-

itiative should focus more on the skills required to use a loan. Mismanagement of personal 

finance is a big issue, and the FIRST initiative should focus on decreasing the rate of financial 

illiteracy. Even during a pandemic, people should have some necessary skills to manage their 

finances.  

In 2020, the world was shocked by another pandemic: COVID-19. Although it is too 

early to discuss the results or how the people in Guinea and its government reacted to this crisis, 

it will be interesting to evaluate whether the country has been better prepared or if they had to 

face the same challenges and problems.  

Conclusion  

After looking at Guinea's situation, we can see that education remains a small part of 

the fight against financial exclusion in Guinea. Education does not seem to have a lot of influ-

ence on financial inclusion. Some projects aim to foster financial literacy, but the country's role 

in the country remains limited. If the government addresses financial inclusion, it is mainly 

regulations. It is not surprising now that we cannot see a relationship between education and 

financial inclusion. We have low governmental spending on education, and we have a small 

degree of financial inclusion, but we have seen no correlation between these two variables. In 

the country analysis, we have seen that education is not considered an explanation for financial 

inclusion in Guinea. Education remains a small part of the fight for financial inclusion in 

Guinea. Still, financial inclusion is supported through various governmental initiatives and re-

lies on aid from abroad instead of education. Guinea's problematic employment and school 

situation might explain the negative relationship and why going to school does not positively 
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influence financial inclusion. Therefore, financial illiteracy remains a problem, but Guinea's 

strategies and policies had to change dramatically to address those issues.  

Guinea does not connect financial exclusion with financial illiteracy. This means that 

the government’s work is limited to some minor projects instead of a clear plan to diminish the 

number of people suffering from financial illiteracy. Youth employment is high, which is also 

an explanation for the low use of financial services. Guinea, although they tried to learn from 

the Ebola crisis in 2014, is far from being a financially inclusive society and must invest in 

many more areas to reach the goal of becoming a financially inclusive nation. The FIRST ini-

tiative may help Guinea in the fight against financial exclusion. It strengthens the microfinance 

sector, but it remains uncertain if it solves financial illiteracy, leading to financial inclusion. If 

the initiative is ready for the COVID-19-consequences remains uncertain.  

In Guinea, the financial system is fragile. Mobile money is a driving force, but it remains 

questionable if the country is ready for that. There is a considerable risk that Guinea faces the 

same fate as Kenya. A country with a high financial inclusion number and high numbers of 

financial illiteracy and a low number of people using the accounts because policies invest only 

into mobile money accounts instead of schools teaching people how to use financial services. 

The result is debt stress and poverty. For a country like Guinea, this would be fatal.  

Cameroon 

Cameroon became independent in 1960. Despite slow movement toward democratic 

reforms in the country, Cameroon has generally enjoyed stability, enabling roads, railways and 

agriculture. The economy is based on mineral resources and the agricultural sector; businesses 

are not Cameroon's driving force. The economy suffers from stagnant per capita income, ineq-

uitable distribution of income, corruption and an unfavourable climate for businesses. These 

points may also hinder financial inclusion in the country. (CIA, 2020) 
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Data discussion  

 

Figure 23: Financial Inclusion Index, Cameroon, 2010-2018 

Cameroon performs poorly over the years.27 When we compare those numbers with 

Guinea, Guinea ranges from 0.06 to 0.13, while Cameroon never experienced an increase. Cam-

eroon's index remains at a stable low, fluctuating between 0.09 and 0.11. It shows that Came-

roon has not improved its ratings over nine years and is still far behind in financial inclusion. 

They score best at the number of commercial banks in the country. Financial inclusion, there-

fore, seems to be a big problem in Cameroon.  

                                                 
27 Sources: (IMF, Number of commercial bank branches per 100'000 adults, 2020), (IMF, Number of 

commercial banks in the country, 2020), (IMF, Number of deposit accounts with commercial banks per 1'000 

adults, 2020) 
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Figure 24: Relationship between Education and Financial Inclusion in Cameroon, 2010-2018 

Although there is a minimal increase over the years, we cannot see that education 

strongly influences Cameroon's financial inclusion. Without adding the control variables, the 

numerical relationship between governmental spending on education and financial inclusion is 

0.008. When we add the control variables, we see the numerical relationship between the inde-

pendent and dependent variable is 0.019.  

Summary Estimate  

Intercept  0.080 (0.039) 

Education without adding control variables 0.008 (0.014) 

Intercept 0.070 (1.513) 

Education with adding control variables  0.019 (0.015) 

CV 1 ‘Labor force participation’ -0.001 (0.020) 

CV 2 ‘Trade freedom’  0.001 (0.001) 

R-squared: 0.3428. Values in parentheses are standard errors. 

Table 6: Data results, Education and Financial Inclusion, Cameroon, 2010-2018 



Maximilian Kallenbach   

MA Thesis  83 

Growth of technologies  

The rapid growth of technologies in Cameroon is a requirement for Cameroon to fully 

participate in Africa's financial inclusion boom. Many financial transactions will be online these 

days, and online transactions are an excellent way for people living in the country's rural side 

to participate in financial inclusion. While in 2005, only about 12 percent of the population had 

a mobile phone, 83 percent of the population claimed to have a mobile phone in 2017. Internet 

access also grew by 2.39 percent in 2017 and achieved 35.64 percent. It is growing, but there 

is still a long way to go for the country to make sure people have access to technologies. As in 

Kenya, people tend to use mobile money instead of having a standard bank account. The rise 

of mobile phone sales and internet expansion in Cameron has led to more fintech start-ups to 

render financial services to the unbanked. (IMF, 2018), (Mbua, 2019)  

 

Figure 25: AdwaPay in Cameroon, a strategy to foster financial inclusion (adwaPay, 2020) 

 AdwaPay is one example of such a start-up initiative. It was developed by local fintech 

Adwa, a start-up that provides mobile apps that make up most of Cameroon's digital payment 

solutions. The focus lies on online transactions, online accounts and online payment. There are 

countless more examples of initiatives and start-ups, all of them supported by the private sector. 

However, there is a growing phobia in Cameroon. While other countries in Africa react differ-

ently regarding bank accounts and insurances or loans, Cameroon is still at the first stage, which 

is simply online transfer and payments. The country is far from being ready to use financial 

services. This is an essential factor to discuss and always consider when one talks about the 

financial inclusion and mobile money boom in Africa: Is the country ready for this? I have 

previously mentioned that international institutions cannot do any magic. Suppose only 36 per-

cent of the adult population has access to the internet. In that case, you have to start by making 

sure that people get access to the internet before continuing with financial inclusion ideas. 

(Mbua, 2019) One must not forget that using Cameroon's financial services is not a 'normal 
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thing' to do; this is new territory for the residents. Financial inclusion means that everyone has 

access to banking products and other financial services; it does not mean that everyone should 

have a mobile money account. I do not say that mobile money is a bad thing per se; it is a 

standard thing for the technological times that we live in. But if this technology is open to 

people that are mostly unfamiliar with the internet, financial services, and financial education 

– then yes, mobile money can be a considerable risk. 

Another factor is the not very glorious perception of the actors of the local finance and 

the government. Mistrust in the economy or the government is relatively high in Cameroon, 

which does not support the whole process of people participating in financial inclusion. When 

a government only spends 2 to 3 percent of its GDP on education, a critical issue in every nation, 

the government does not care for the people and their development. There is also a conflict 

between local financiers and the fintech. Local financiers believe that associates of the fintech 

organizations threaten the already weak banking system. This proves again that mobile money 

and fintech is new in Cameroon. Given the previous results from Guinea or Kenya, this is a 

valid point to discuss. 80 percent of Cameroon residents are unbanked and have little or no 

knowledge of banking products and financial services. They go for mobile money because it is 

easy, cheap and does not require any previous knowledge of banking products. I have talked 

about the change from traditional banking services offered to clients versus today's self-services 

in the introduction. Do people have enough knowledge to be investment bankers? The answer 

is no, which is even worse in a country like Cameroon, where people lack financial education 

and expertise. Instead of using traditional banking products, they go for quick and easy mobile 

money that, as previously discussed, bears many risks for society, the people and eventually the 

government. Fintech is an important development in the world, and it helps people to get access 

to banking. However, it is a development that bears risks. It carries even more risks when people 

lack financial education and live in a country where the government does not spend much 

money on education. (Mbua, 2019), (IMF, 2018) 

Microfinance in Cameroon  

A strategy to support microfinance was implemented in 2013. This highlights the im-

portance of microfinance in Cameroon and the will of the government to support its develop-

ment. The plan aimed to reinforce training of promoters, officers and employers of micro-

finance institutes (MFIs) to establish the first level of supervision and control and strengthen 

the monetization of the economy, including the expansion of the payment systems. The problem 

they encountered in 2013 includes insufficient monitoring or low capacity for long-term re-

sources. The overall goal was to change the microfinance sector in Cameroon to make it more 
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safe and transparent for the people in Cameroon. The focus was less on access and how people 

will use it, the focus was to put more regulations and a legal framework into the sector. I have 

mentioned it because the strategy is a prime example of the rapid change in a country when a 

boom occurs. It was an essential milestone in Cameroon to regulate the sector, but it became 

outdated after a few years when the digital revolution started in the country. Next to the micro-

finance institutes, start-ups that focus on mobile banking only became more important. A new 

and important market for the people, but the market remains unregulated, and people lack the 

knowledge of mobile money and other fintech products. Regulations were the primary issue for 

the agencies and the government, education of microfinance, and now the fintech products were 

wholly left out. (IMF, 2018) 

Stratégie Nationale de la Finance Inclusive Cameroun  

In 2018, Cameroon committed itself to the targets of financial inclusion. The govern-

ment has adopted and launched a National Strategy for Inclusive Finance (Stratégie Nationale 

de la Finance Inclusive Cameroun) for three years. In this section, I will discuss Cameroon's 

strategy to foster financial inclusion across the country. It is built on three pillars: 

- Improving the quality and availability of the financial services with a particular 

emphasis on the satisfaction of the population's financial services needs in the long 

term  

- Improving the social performance of MFIs28 and the protection of members and 

clients  

- Improving the legislative, regulatory, institutional and fiscal environment of the 

microfinance sector. (UNCDF, Finscope, & FMT, 2017), (Kemang, 2018) 

The third point shows up the importance of the government in this process. Financial 

inclusion cannot be achieved without the help of the government and its support. Especially the 

legislative and the institutional environment are important. Does the government support finan-

cial education and consumer protection around the residents? The first point is not less im-

portant, and it is, in fact, the only country out of my four cases that mention the term 'long-term' 

in its primary goals. Long-term success includes avoiding the risk of over-indebtedness. In the-

ory and my previous cases, we have seen that a long-term strategy is vital to make financial 

inclusion a success. If the government does not include this term, financial inclusion might not 

work out well for all actors; the government, the residents, and the economy. The authorities 

aim to focus their efforts on strengthening the stability of microfinance institutions. They will 

                                                 
28 Monetary Financial Institutions 
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facilitate the development of mobile banking as part of the implementation of the national strat-

egy. However, we will later see that this also bears its risks. (UNCDF, Finscope, & FMT, 2017), 

(Kemang, 2018) 

The government aims to include the rural regions and to increase public access to finan-

cial services further. The number of commercial bank branches' value in my index is deficient, 

which indicates that rural areas in Cameroon are left out when it comes to having access to a 

bank account or a branch. They focus on microfinance institutions to make sure residents from 

all the regions in Cameroon, including the rural areas, get access to financial services. Small 

business owners rely on microfinance when it comes to business expansion or loans. Mobile 

money is not always enough to help businesses out. Entrepreneurs must have access to money 

without artificially high-interest rates and get to see a budget to avoid debt-stress. (Kemang, 

2018), (UNCDF, Finscope, & FMT, 2017), (IMF, 2017). The government did not make enough 

effort to implement the financial inclusion strategy fully. It has been two years now, and there 

is still a low level of digitization in digital payments, and financial regulations restrict the issu-

ance of electronic payments to banks. Kemang (2018) identified some significant obstacles, 

especially in rural areas. An example of this is the systematic exclusion on the rural side from 

specific products. Some institutions refuse to give businesses or people in rural areas a loan or 

put high-interest rates on the loans, making it impossible for rural businesses to grow. (Business 

Cameroon, 2020), (Kemang, 2018) 

Suppose we connect these problems with my research question of how education helps 

to foster financial inclusion. In that case, we see that general education is hardly mentioned in 

Cameroon amidst all these problems. They talk about the disadvantaged groups, minorities and 

the lack of access; they do not talk about the fact that if the people would have access, they 

would probably be unable to use the products. The lack of governmental expenditures on edu-

cation in Cameroon does not reflect the genuine need for education. There is still a need to 

address financial inclusion and financial literacy. The next chapter addresses the issue more in-

depth that comprehensive education is a requirement for the use of financial services today. I 

will discuss extracts of the text 'The Contribution of Financial Literacy towards Poverty Alle-

viation in Cameroon' from 2017, published by Esowe et al.  

Contribution of financial literacy in Cameroon  

Financial well-being depends on the acquisition of knowledge of financial services and 

sustainability. This is important to remember when we discuss the role of financial literacy. 

Esowe et al. (2017) recently found that a significant proportion of workers in Cameroon are not 
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familiar with the financial instruments available to them and were often engaged in reckless 

borrowing without knowing the consequences of such actions. Debt stress, miscalculation and 

more debts are the results; this became a big problem in Cameroon. The vulnerable groups in 

Cameroon exhibit insufficient knowledge of financial instruments and principles, do not plan 

for the future, and cannot make financial divisions that meet their particular needs. The lack of 

financial education is to blame for these problems that will eventually harm the citizens, the 

whole country, and the government. (Esowe et al., 2017) According to an OECD Report from 

July 2019, people in Cameroon (and around the world) should be asked the simple financial 

literacy questions formulated by Lusardi and Mitchell in 2011. These questions should also be 

expanded towards questions like 'How to acquire a home, fund the children's education and 

ensure an income after retirement?' (OECD, 2019) Borrowing and saving became more popular, 

but without people knowing the basic principles of these two terms, they will not work out well 

for the people, especially when it comes to borrowing money. 'The present situation in Came-

roon requires financial education, given that more and more financial instruments are made 

available to the population, which is not yet financially literate.' (Esowe et al., 2017) Mobile 

money is amongst these new instruments, and people start to lose control over their finances. 

Due to the presence of insufficient institutions that provide services in financial education to 

the residents in Cameroon, a majority of the people are constantly exposed to many financial 

risks. In Cameroon, education does not play an important role. Esowe et al. (2017), however, 

argue that it should play a more important role. It would be important in Cameroon to invest 

more in education to avoid the adverse consequences of financial mismanagement. Financial 

illiteracy has negative effects on individuals and the financial system, the economic system and 

the government. There might be a huge crash between new technologies and a lack of 

knowledge, which is a problem in developing countries like Cameroon and developed countries 

worldwide. Cameroon has the vision of becoming an emergent economy by 2035. Esowe et al. 

say that this can only be achieved when the households and stakeholders are financially knowl-

edgeable, thereby ensuring financial well-being. Financial literacy in Cameroon is important 

when the government aims to ease consumers' access to financial instruments, and individuals 

can weigh the risk associated with financial instruments. (Esowe, Cho, & Iso, 2017), (Xu & 

Zia, 2012), (OECD, 2017) 

If we take a look at Cameroon right now, we can see that higher education is required 

for the use of financial instruments:  
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Figure 26: Respondent's level of education and their knowledge of financial instruments in Cameroon (Esowe et al., 2017) 

They simply ask if people know a debit card, and 14 out of 91 answered that they did 

not know. 14 out of 91 people is roughly 15 percent. 15 percent too much when the country 

wants to become an emergent economy and a sign that people lack knowledge. (Esowe et al., 

2017) The higher the level of education of an individual, the higher is the level of financial 

literacy. The results above demonstrate that statement, and Cameroon does not include educa-

tion in their national strategies adequately. They highlight the need for education. There are 

countless articles and research papers on it, but the defining action; to increase the amount of 

money on education is still missing. An explanation might be that there is still too much dis-

cussion, whether it is education that influences financial inclusion and if there are not any other 

or even better ways to foster financial inclusion in the country. Given that I had to reject my 

hypothesis after analyzing Kenya's situation, this would make sense. 

Gautier et al. (2020) found that it is the state in its institutional, legal, and regulatory 

framework that sets up a strategy to encourage Cameroon's financial education. It emphasizes 

the vital role of the government in this process. However, they also found that education nega-

tively affects Cameroon's financial inclusion, given the informal sector's large size. The infor-

mal sector, yet again, proves to be very powerful in an African country. The informal sector 

does not require education. People still tend to prefer the informal sector over the formal sector 

as it is more comfortable, cheaper and more convenient for them. With such a dominant role, 

education is unlikely to promote financial inclusion, following my data where I could only see 
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a minimal positive influence from education on financial inclusion. (Gautier, Luc, & 

Djimoudjiel, 2020) 

 So, what do we have in Cameroon? C the problem with an unregulated market and tries 

to implement new policies that aim to regulate new markets. We have a country with rural areas 

that remain unbanked and seeks to support microfinance and mobile technology. In contrast, 

education does not seem to be a solution to stop financial exclusion.  

Conclusion Cameroon  

Cameroon faces an unregulated market and tries to implement new policies that aim to 

regulate new markets. Cameroon faces rural areas that remain unbanked that seek to support 

microfinance and mobile technology. Those are Cameroon's steps for a more financially inclu-

sive society. However, Cameroon does not address financial illiteracy enough, although it be-

comes more problematic, so the relationship between governmental expenditures on education 

and financial inclusion was weak. After discussing reports, newspaper and government docu-

ments, we have seen why there is such a weak relationship: education is hardly mentioned in 

the national strategies as a solution to financial exclusion. The government does not seem to 

understand the importance of financial education in this process. This will only lead Cameroon 

into more problems. The government does not invest a lot of money is probably slow economic 

growth in Cameroon. Another issue is that people lack trust in their government. They do not 

feel that the government has their best interest at heart. Financial inclusion is purely participat-

ing in processes, and the residents in Cameroon have never had those opportunities in such a 

way until the financial inclusion boom. Again, Internet access and the exclusion of rural areas 

remain problems in the fight toward financial exclusion. Esowe et al. (2017) pointed out those 

issues in their report. The government and agencies that are in charge of the financial inclusion 

strategies must address those issues accordingly.  

New technologies are booming worldwide, and Cameroon is doing its best to participate 

in this boom. However, this brings a lot of risks, as we have seen previously. The nation will 

face various challenges, such as people being unprepared or a lack of financial literacy. Esowe 

et al. (2017) argued that people are not ready yet for new technologies. I agree with her findings 

after the discussion of various strategies and approaches. People do not know how to use finan-

cial services, and again it might lead to the same problem in Kenya: financial inclusion in the-

ory, but in practice, they still do not use financial services. Debt stress or mismanagement will 

become bigger problems in Cameroon if an unprepared society meets news technologies.  
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Due to its slow development and economic growth, the country did not fully participate 

in the financial inclusion process. Mobile money seems to be a fast solution to financial exclu-

sion. Still, if the people lack financial and general knowledge, the next decade will be a disaster, 

and the only result might be an unrealistically high financial inclusion index, aka Kenya. A 

long-term oriented policy that aims for political stability and economic growth should focus not 

only on the most comfortable way but also on helping as many people and the country as pos-

sible.  

Discussion 

In the following chapter, I will discuss the main results of my thesis. I will focus on the 

most critical issues I found and present a conclusion. Although I had to reject the hypothesis, I 

found some interesting points which will be evaluated now. Furthermore, I will discuss some 

policy recommendations.  

Rejection of my hypothesis  

I have argued that a country that invests more money in education has better financial 

inclusion results. Ultimately, I had to reject my hypothesis, which said that if a government 

does invest more money in education, a country will achieve a higher degree of financial inclu-

sion. Throughout the analysis, I could not find a stronger numerical relationship between edu-

cation and financial inclusion in countries that invest more money into education than countries 

that invest less money into education. In Kenya, a country that invests more money in education, 

we got a negative result for the numerical relationship between governmental expenditures on 

education and financial inclusion while taking the control variables into account)29. Also, there 

is no linear relationship between these two variables (without accounting for the control varia-

bles)30, not even in the last four years, when the financial inclusion boom became more visible. 

Kenya’s negative results tell me that the high financial inclusion index cannot be explained 

through higher governmental spending on education; education is too insignificant to explain 

the financial inclusion numbers. With that negative result, I could reject the hypothesis imme-

diately. In South Africa, there was only a minimal influence of education on financial inclusion 

to be seen. In Cameroon and Guinea, the two countries with lower governmental expenditures 

on education, we saw a weak relationship between the independent and the dependent variable 

in Cameroon and got a negative result for Guinea. Furthermore, we have seen a higher numer-

                                                 
29 Table 3, page 60 
30 Figure 16, page 60 
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ical relationship between education and financial inclusion in Cameroon (low level of govern-

mental expenditures on education) than in South Africa (high level of governmental expendi-

tures on education), which proves again that a higher amount of education does not lead to more 

financial inclusion. The counter hypothesis has been accepted; more governmental expenditures 

on education do not lead to more financial inclusion.  

We might say that African countries that spend more money on education just happen 

to have a higher degree of financial inclusion. But the amount of money spent on education 

does not explain the degree of financial inclusion. The role of education and financial illiteracy 

has barely been mentioned in strategies and official government documents, which explains 

why I did not see a strong relationship between governmental expenditures on education and 

financial inclusion in the data analysis. Education is an important factor in the debate of finan-

cial inclusion, and it is still the case that a lack of education sometimes leads to more financial 

illiteracy. However, education alone does not seem to be the major force in Africa to achieve 

financial inclusion, and more education does not lead to better financial inclusion outcomes.  

Cole et al. (2011) found out that financial education may not be as beneficial as other 

interventions. He names costs as an explanation, which matches my results from Kenya. The 

costs of using financial services is a valid explanation for financial inclusion in Africa. Hastings 

et al. (2011) said that consumer protection measures might be more effective than individual 

financial literacy. Given what we have seen in Kenya and Cameroon, this makes sense.  

But negative results are also results. There is nothing more important in social sciences 

than explaining a relationship between two variables, no matter whether it is a positive or a 

negative correlation. With the help of control variables, I have seen that sometimes they even 

have a more substantial impact than my independent variable. Even without the control varia-

bles, we did not get to see a much more significant impact.  

My findings  

Although I had to reject my hypothesis, my thesis has produced some valuable outputs.  

Financial inclusion does not automatically mean financial inclusion. In Kenya, we 

have always seen a high number of financial inclusion. While many people in the countryside 

theoretically have a mobile money account, we have seen that more than 90 percent of the 

farmers get their income in cash. They have a bank account, but they do not use it. If one ex-

amines financial inclusion in a country, one must enjoy this with some caution. Is mobile money 

booming in this country? If so, do people use it? Or does it remain an unused online account 
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within the informal sector? During the analysis, we have also seen significant differences be-

tween various national financial inclusion strategies. In developed countries such as South Af-

rica, we have seen a more comprehensive approach to battle financial exclusion (i.e. school 

work for young people and workshops for the general population). In contrast, in a country like 

Cameroon, there is less proof for those activities. This is mostly due to limited financial re-

sources and opportunities.  

Mobile money bears many risks if people lack financial knowledge of financial services. 

This is not only based on my thesis; this is based on the review of financial literacy studies 

implemented in different parts of the world. Digital technologies are snowballing, and it became 

more difficult for people in Africa to keep up with those new trends. In some countries, digiti-

zation is not only a blessing but a threat. If people are not familiar with online technologies, it 

is a risk solely to focus on digitization and mobile money. On page 3, I have quoted31 Angel 

Gurria, the current Secretary-General of the OECD, who talks about the digital age risks. Con-

trary to other people in power positions, he does not just/merely say that financial inclusion is 

super important today and is the key to economic development; he says that we must be careful 

with its new technologies. With the boom of mobile money, it is even more essential to invest 

more money into education as it bears enormous risks for the people. My analysis has demon-

strated that in countries like Kenya or Cameroon, the financial inclusion boom, or let us call it 

financial inclusion ‘pressure,’ led to more people slipping into debt stress or financial misman-

agement. In Kenya, only about 22 percent of the people are considered financially healthy, 

which means only 22 percent of the people have enough knowledge of financial services. Eve-

rything becomes available on the phone, and while this seems to be normal in today’s times, it 

is a massive risk for Africa. Why? Because people often lack the knowledge to handle mobile 

money, and there is no one around to teach them how to use financial services. Although finan-

cial inclusion is not too young, it did not become an important policy issue until the past years. 

This was a time when the majority of the people in many African countries did not have access 

to financial services. With the implementation of the sustainable development goals and its 

emphasis on financial inclusion, suddenly, financial inclusion became a significant policy issue 

in Africa. People had to have access to financial services without knowing how to handle fi-

nancial services. Not only is this problematic, but it also led to inaccurate indexes. Although 

the country typically reaches a high number in Kenya when one measures the degree of finan-

cial inclusion, it is far from perfect. Many people theoretically have a mobile money account, 

                                                 
31 Financial education should focus on the most pressing issues – in other words, those that do most harm 

if not addressed. Some issues are particularly urgent, such as helping consumers to stay safe in this digital age. 
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but they barely use it. They still receive their income in cash and do not use the mobile money 

account, let alone know how to handle it. The same happened in Cameroon, where internet 

access must be solved first before the government or international institutions start to talk about 

financial inclusion. If there is no access to the internet, there will be no mobile banking. This 

takes me back to saying that an international institution cannot do any magic when the country 

is unprepared for this new process.  

The rapid growth of mobile money combined with a financially illiterate population is 

a toxic combination. If people cannot answer financial literacy questions correctly, will they be 

able to deal with mobile money? This brings me back to my argumentation and my thesis re-

sults: education is a requirement for financial inclusion. Van Rooij and Lusardi (2007) said that 

there is a causal effect of financial literacy on stock market participation. People lack financial 

literacy, and yet they have access to mobile money and stock markets. This is a considerable 

risk and probably leads to debt stress and economic mismanagement. This is not only a risk for 

developing countries but also developed countries.  

The government is in charge of those policies and the primary provider for a financially 

inclusive society. Esowe et al. (2017) said, ‘Given that both individuals and the country benefit 

from financial education, the states have to ensure that their citizens are financially literate.’ 

(Esowe, Cho, & Iso, 2017) I have argued multiple times that the government is responsible for 

financial inclusion and has to take the first steps. It is also the government that will eventually 

benefit from a financially literate society. To see a financially literate society, the government 

can support training seminars, workshops or high school competitions. Still, it requires the will-

ingness of a government to spend enough money on education. Retirement savings, savings for 

children’s education, business’ loans – all these points need financial education, which requires 

money available for education provided by a government that cares about the citizens and the 

state and encourages active participation in economic processes. Furthermore, one must not 

forget that many children in Africa grow up in financially illiterate households, which makes 

education an even more important issue.  

Policymakers should develop clear regulations and policies and address the new era of 

financial services and their associated risks: the online age. A country does not only become 

poor because people do not earn money but also lack the necessary knowledge to manage what 

they earn. More poverty is observed when people fail to plan or to budget because they do not 

understand the concept of saving or budgeting. The government's role is so vital in this whole 

debate. It is the primary provider for the people in the countries. Still, given that many people 
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in Africa do not trust either their government or its institutions, it might be an issue that further 

needs to be addressed. In South Africa, we have seen that corruption is still a significant prob-

lem on the African continent. The FSB was supposed to help the government and the people by 

establishing regulations and other means to make the financial inclusion and financial systems 

process safer and transparent. Ultimately, this endeavour failed because of mismanagement, 

lack of control and corruption. 

The political situation in a country is important for inclusion; not even a powerful 

international institution like the UN or the World Bank can catch up on what the governments 

failed to address. International institutions are important players in the fight against financial 

exclusion. Still, they cannot do what the government could not do, such as investing money in 

education, supporting universal internet access or establishing financial regulations. There is 

also a big question of if and to what extent the government is interested in spending money on 

education and inclusion when it benefits minorities or political enemies. I have previously men-

tioned that financial inclusion means participation and offers more opportunities for people. 

Therefore, it is safe to argue that financial exclusion is not only a technological or an economic 

issue but a structural and political issue as well.  

Rural areas, women and people of low-income are most vulnerable towards financial 

exclusion and suffer the most if they do not receive enough financial training. Financial out-

reach is much more limited, and more sophisticated products are typically accessible only to a 

small percentage of Africa's population. If policies or strategies are created for financial inclu-

sion, do they take care of those vulnerable groups?  

The informal sector is still a dominant force in the African countries and continues to 

threaten the formal sector's growth. People's reasons to use the informal sector's financial ser-

vices are lack of education, costs, and convenience. The informal sector mostly does not provide 

its users with any security or regulation. People are on their own when they use financial ser-

vices from the informal sector.  

However, there is also hope. I do not write this to change the fact that I had to reject my 

hypothesis. This is to present a few points that came out of my research and are important to 

mention. My thesis also emphasizes the role of education in the financial inclusion process. 

Education may not be the dominant explanation but still helps to support financial inclusion. 

Perhaps it is the timing that leads to the rejection of the hypothesis. Financial inclusion is still 

relatively new in Africa. It would be interesting to see the same analysis results in 10 years, 

how would the results then look like?  
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Policy recommendations  

I will now talk about policy recommendations for Africa after the analysis of my four 

cases. Three major aspects are particularly important with regards to policy recommendations:  

- Networks and peer effects: Duflo and Seaz (2003) found evidence for positive spill-

over effects among colleagues when using financial products. This means that a 

government theoretically does not have to give everyone access to a bank account 

but only a few groups among people/demographics who do not use bank accounts. 

This might be beneficial in rural areas. Workshops, seminars or accessible training 

opportunities for people will help everyone get access to a bank account.  

- Target vulnerable groups: rural areas and people of low-income are the most vul-

nerable group. They also happen to have the lowest knowledge of financial products. 

Some of them use informal financial services and entirely rely on mobile money, 

which might cause debt-stress. If a government introduces policies tailored to spe-

cific groups, it will support financial education and help prevent economic prob-

lems. Furthermore, female entrepreneurs have often failed to benefit from policy 

interventions, and they must receive an equal amount of training in Africa as their 

male counterparts. And women have lower levels of financial literacy almost eve-

rywhere.  

- Creativity: the financial services high school competition in South Africa is among 

the most creative ways of teaching young people how to use financial services. Such 

events result from schools that can afford teachers, materials and locations to hold 

such a competition. It is an excellent and easy way of teaching young people how to 

use money. When schools organize high school competitions the way they did it in 

South Africa, students will understand the basics of financial products; they will 

also get familiar with financial products, which helps them later to use financial 

products actively. We might assume that those people can quickly answer Mitchell 

and Lusradi’s (2011) questions, and those people will be less likely to fall into debt-

stress in their future. They know retirement savings, investment possibilities or the 

hidden dangers of a loan application.  
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Those are problems32 I have seen very often during the analysis, and it should be fixed 

soon. Financial literacy is low in most African states, yet many countries have developed na-

tional strategies over the past five years.  

Conclusion  

After discussing why I had to reject my hypothesis and my main findings, I have now 

reached the chapter conclusion. The conclusion summarizes the results again and presents a 

short outlook.  

Research question 

Education influences financial inclusion to make sure people have a sound knowledge 

of basic financial terms; most of them learned in school. Tertiary education is required to define 

those financial terms; see the section in the Cameroon analysis. This can only be achieved when 

all the people in a country have access to education. This is why I argued for governmental 

expenditures on education as a requirement for financial inclusion. The more financial devel-

opment and innovations (such as mobile money or online transactions), the higher the need for 

financial management education. A financially literate society is a financially inclusive society.  

My research question was, ‘How does education influence financial inclusion?’ It influ-

ences financial inclusion in many ways, but it does not affect it to the degree I expected. In 

Africa, my thesis has proven that education does not have a substantial impact on financial 

inclusion. In states like Cameroon, education is barely mentioned and is less likely to be found 

in national strategies. My data results and the results from the country analyses have demon-

strated that the governments in Africa do not seem to put a major emphasis on education in the 

fight for a financially inclusive society. Other explanations that influence financial inclusion in 

Africa are costs, trust in the banking system, regulations, and the informal sector's role. Still, 

my thesis comprehensively discusses the relationship between the two variables and analyzed 

some other findings.  

Individual analysis of my cases 

When we do such an analysis, it is important to analyze the different countries' different 

situations. Not every country is part of this so-called financial inclusion boom in Africa in the 

past decade. This is why I have randomly picked only four states and did an in-depth analysis 

instead of analyzing all African countries. It tells you more about the national circumstances. 

                                                 
32 I put my focus more on other areas (Network effects, Excluded people and Creativity) in the policy 

recommendation section instead of education because I had to reject my hypothesis.  
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Countries in Africa are at different points of development. My thesis has demonstrated that you 

cannot see a financial inclusion boom in every African country. We can see a boom in South 

Africa. Still, even in this country, we found problems with financial illiteracy and the problems 

of an unstable government and how badly it affects the financial inclusion process. In Kenya, 

we could see that financial inclusion does not necessarily mean financial inclusion. Although 

the index values have been improving, the financial illiteracy situation got worse in Kenya. You 

do not get to see that very often in an analysis that covers all African states, and this is a fact 

that showed up in my thesis. Africa is a fast-moving continent with different stages of develop-

ment and different political circumstances. While in Cameroon, the discussion of internet ac-

cess is still a major issue, South Africa deals with corruption in the government. These varying 

circumstances are why I chose to look at a limited number of states in-depth rather than a typical 

large-N analysis.  

Outlook  

I have now reached the end of my thesis. My thesis discussed three important issues: 

Financial Inclusion, the importance of education, and Africa’s development. I have discussed 

significant theories. I based my argument on theories and a research niche. I explained the sit-

uation in four different countries and delivered a comprehensive discussion with policy recom-

mendations. The main issue was the connection between governmental expenditures on educa-

tion and financial inclusion, and I have described the relationship in different ways.  

Before I end my thesis, I want to deliver a brief outlook for Africa, financial inclusion 

and education. It is good that there is a financial inclusion boom in Africa, and it is important 

that Africa can participate in that. However, it is important that the government and all the 

people who live in Africa know how to deal with this boom. When there is a boom of financial 

inclusion that suddenly grants access to financial inclusion, people must know how to use those 

products; otherwise, the boom turns into a disaster. A country like South Africa already shows 

dedication to make people more financially literate with workshops, seminars or high school 

competitions. Financial inclusion is vital for political stability and economic growth when used 

carefully and with sound knowledge. For the next decade, I recommend policies that include 

the latest development in Africa. People are not always ready for this rapid change. We know 

that financial literacy is associated with education, and most people seem to have a desire to 

obtain financial education. Governments should respond to that. Financial literacy is correlated 

with investments, debt performance and retirement planning. Although my thesis did not show 

any concrete links between education and financial inclusion, it remains an important issue in 
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the debate. Of course, the amount spent on education relies on many factors such as stability, 

economic growth and political landscape. So does financial inclusion. Still, the government and 

other stakeholders that work on national strategies for financial inclusion should remember their 

responsibility to the state and the people.  
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R Code33  

#South Africa 

#Creating vectors  

#Independent variable Education  

Education <- c(5.722, 5.963, 6.372, 6.014, 6.047, 5.956, 5.943, 6.113, 6.159) 

#Dependent variable Financial Inclusion  

FII <- c(0.85, 0.83, 0.86, 0.85, 0.87, 0.87, 0.88, 0.9, 0.83) 

#Control variable 1 Labor force  

CV <- c(52.49, 52.55, 53.05, 53.73, 53.43, 54.56, 54.72, 55.95, 55.53) 

#Control variable 2 Trade freedom 

CV2 <- c(76.0, 77.2, 76.3, 76.3, 76.1, 76.6, 77, 77.3, 71.6) 

# Putting together all the information  

dx <- data.frame(Education, FII, CV, CV2) 

 

# Testing the correlation between the variables  

cor(dx) 

# Creating the first plot with a trend line 

plot(Education, FII, main="Education on Financial Inclusion, 2010-2018", xlab="Govern-

ment expenditure on education, total (% of GDP)", ylab="Financial Inclusion Index") 

abline(lm(FII~Education)$coef) 

cor(Education, FII) 

#Summary without control variable  

summary(lm(FII ~ Education)) 

# Summary with control variable 1 and control variable 2 

summary(lm(FII ~ Education + CV + CV2)) 

 

#Kenya 

#Creating vectors  

#Independent variable Education  

Education <- c(5.508, 5.335, 5.509, 5.411, 5.28, 5.271, 5.363, 5.367, 5.32) 

#Dependent variable Financial Inclusion  

FII <- c(0.58, 0.60, 0.58, 0.61, 0.65, 0.71, 0.72, 0.72, 0.71) 

#Control variable 1 Labor force  

CV <- c(70.64, 71.52, 72.32, 73.04, 73.73, 74.39, 75.03, 74.78, 74.51) 

#Control variable 2 Trade freedom 

CV2 <- c(67.9, 72.8, 66.7, 66.7, 72.8, 64.0, 65.6, 67.2, 69.8) 

# Putting together all the information  

dx <- data.frame(Education, FII, CV, CV2) 

 

# Testing the correlation between the variables  

cor(dx) 

# Creating the first plot with a trend line 

plot(Education, FII, main="Education on Financial Inclusion", xlab="Government Spending 

on Education", ylab="Financial Inclusion Index") 

abline(lm(FII~Education)$coef) 

                                                 
33 Sources for all the data: Governmental expenditures on education: (World Bank, 2019) Financial 

Inclusion Index: (IMF, Number of commercial bank branches per 100'000 adults, 2020), (IMF, Number of 

commercial banks in the country, 2020), (IMF, Number of deposit accounts with commercial banks per 1'000 

adults, 2020) CV ‘Labor Force Participation’: (World Bank, 2020), CV ‘Trade Freedom’: (The Heritage 

Foundation, 2020) 
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cor(Education, FII) 

#Summary without control variable  

summary(lm(FII ~ Education)) 

# Summary with control variable 1 and control variable 2 

summary(lm(FII ~ Education + CV + CV2)) 

 

#Guinea  

#Creating vectors  

#Independent variable Education  

Education <- c(2.551, 2.287, 1.834, 2.634, 2.423, 2.517, 2.545, 2.416, 2.573) 

#Dependent variable Financial Inclusion  

FII <- c(0.09, 0.09, 0.09, 0.10, 0.12, 0.13, 0.12, 0.13, 0.06) 

#Control variable 1 Labor force  

CV <- c(63.01, 62.88, 62.73, 62.6, 64.79, 64.76, 64.68, 64.4, 64.4) 

#Control variable 2 Trade freedom 

CV2 <- c(60.0, 61.2, 61.2, 61.2, 61.2, 61.2, 61.2, 61.2, 61.2) 

# Putting together all the information  

dx <- data.frame(Education, FII, CV, CV2) 

 

# Testing the correlation between the variables  

cor(dx) 

# Creating the first plot with a trend line 

plot(Education, FII, main="Education on Financial Inclusion", xlab="Government Spending 

on Education", ylab="Financial Inclusion Index") 

abline(lm(FII~Education)$coef) 

cor(Education, FII) 

#Summary without control variable  

summary(lm(FII ~ Education)) 

# Summary with control variable 1 and control variable 2 

summary(lm(FII ~ Education + CV + CV2)) 

 

#Cameroon  

#Creating vectors  

#Independent variable Education  

Education <- c(2.994, 2.767, 2.697, 2.768, 2.687, 2.768, 2.654, 3.155, 3.145) 

#Dependent variable Financial Inclusion  

FII <- c(0.11, 0.11, 0.10, 0.10, 0.09, 0.11, 0.11, 0.11, 0.10) 

#Control variable 1 Labor force  

CV <- c(75.99, 76.08, 76.16, 76.23, 76.29, 76.33, 76.37, 76.39, 76.29) 

#Control variable 2 Trade freedom 

CV2 <- c(59.7, 69.6, 54.9, 54.9, 61.2, 69.6, 61.6, 53.4, 53.4) 

# Putting together all the information  

dx <- data.frame(Education, FII, CV, CV2) 

 

# Testing the correlation between the variables  

cor(dx) 

# Creating the first plot with a trend line 

plot(Education, FII, main="Education on Financial Inclusion", xlab="Government Spending 

on Education", ylab="Financial Inclusion Index") 

abline(lm(FII~Education)$coef) 

cor(Education, FII) 
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#Summary without control variable  

summary(lm(FII ~ Education)) 

# Summary with control variable 1 and control variable 2 

summary(lm(FII ~ Education + CV + CV2)) 
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