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GENERAL & APPLIED ECONOMICS | RESEARCH ARTICLE

Savings and economic diversification among 
youth in Ghana: implications for policy and 
practice
Gilbert Dagunga1*, Shaibu Baanni Azumah2, Abraham Zakaria5, Nathaniel A. Boateng3, 
Kwadwo B. Mensah3, Ethel S. Boateng4, Emile M. Tsekpo3 and Philip Kankam3

Abstract:  Savings remain a critical mechanism for capital accumulation for the 
purpose of investment in developing countries like Ghana. Using data from the Next 
Generation Cocoa Youth Programme (MASO) implemented by Solidaridad and 
partners, a bias correcting count data model was applied to determine the drivers of 
savings, and the impact of savings on youth economic diversification. The results 
showed that youth trust on financial institutions as well as usage of mobile phones 
for digital marketing have a positive and significant effect on their decision to save 
at 1% significance level. The parametric results revealed a significant positive 
impact of savings on youth economic diversification at 1% significance level. There 
is thus the need for the promotion of savings among the youth as a tool by national 
youth policy to reduce youth unemployment in Ghana.

Subjects: International Economics; Finance; Banking; Credit & Credit Institutions; Risk 
Management 

Keywords: Savings; Economic diversification; Endogenous switching Poisson; Youth; MASO 
Programme

1. Introduction

1.1. Background to the study
Savings is the process of setting aside a fraction of one’s income for future consumption or the 
purpose of investment. It could also be defined as a fraction of income kept aside against 
unforeseen future contingencies (Lidi et al., 2017). For most developing countries like Ghana, 
savings is seen as an essential means of capital formation at both individual and household levels 
which has the ability to improve economic growth through sustained increase in future national 
income. Of course, this increase is expected to emanate from future consumption and investment 
which are both injections to the economy (Donkor & Duah, 2013). Though, savings from the simple 
macroeconomic model is seen as a leakage to the system, it has the potential to engineer 
investment, ensure growth and boost businesses in the long term (Dagar et al., 2021).

Todaro and Smith (2012) from their neoclassical growth model explains that, savings in the form of 
capital formation at the macro level is strongly correlated to economic growth where countries with high 
level of savings experienced higher investment and economic growth. In most developing countries like 
Ghana, internally financing programmes and projects have often been problematic, hence they most 
often have to resort to external finance through borrowing. An empirical analysis of the savings between 
the periods of 1980 to 2006 showed that, the region performed poorly in terms of domestic savings rate 
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such that, West Africa consistently recorded the least as compared to North Africa and Middle Africa 
(Kudaisi, 2013). For example, between the periods of 2000 to 2006, West Africa savings rate stood at 9.7% 
as compared to 19.2% and 28.3% for Middle and North Africa respectively (Kudaisi, 2013).

In Ghana, for example, the vision 2020 that sought to push Ghana into a middle-income country 
by 2020 sought to achieve an annual growth rate of 8% which would require an investment/GDP 
ratio of 25%, ceteris paribus. This was intended to push the required domestic savings/GDP ratio to 
20%, assuming foreign savings remained at 5 percent (World Bank 1993; Kudaisi, 2013). The 
average gross domestic savings as a percentage of GDP (Gross Domestic Product) in Ghana 
between 1990 to 2001 was found to be as low as 6.4% but rose to about 22.09% in 2019 according 
to recent world bank indicators (Quartey & Blankson, 2008; Trading Economics, 2019). These 
proportions of domestic savings are not enough to internally finance programmes and projects. 
This, coupled with the fact that the credit and insurance sector are poorly developed, makes 
savings at the micro level the prime way through which households can mobilize funds and invest 
(Lidi et al., 2017; Mariam & Maiwand, 2014).

Conversely, Flynn and Sumberg (2018) indicated that, savings among the youth is one sure way 
of reducing unemployment in Africa which empowers them to under multiple livelihood activity. 
Also, Marsden et al. (2020) studies micro level savings in Bangladesh and concluded that savings at 
the micro level has the potential to transform the economic future of families, villages, and larger 
community groups, while being sustainable at the same time.

Also, youth unemployment in Ghana has been a major issue for policy makers which is always at 
the fore front of national discussions. The Ghana national youth policy defines youth as a person 
between the ages of 15–35 years (Ministry of Youth and Sports, 2010). Various public policy 
initiatives have attempted to curb the situation through programmes aimed at absorbing the 
idle youth in certain areas of the economy in order for them to have a means of livelihood. 
Among them incudes; the Youth Employment Agency (YEA) which seeks to employ the youth in 
areas of teaching, nursing, agriculture and security. Another is the Youth Enterprise Support (YES) 
programme initiated in 2016 to support the teaming youth with a startup capital to engage in 
businesses as a means of livelihood. But such programme as expected could not provide support to 
every youth in the country making it necessary to ask questions as to whether such support alone 
is sufficient in ending the youth unemployment in the country.

The most recent intervention by government is the Nation’s Builders Corpse (NABCO) which seeks to 
employ young unemployed graduates in areas of agriculture, teaching, research, revenue mobiliza-
tion and digitization. The NABCO which was established in 2017 budgeted of a total amount of 
300 million Ghana cedi with the aim to create over 100, 000 jobs for unemployed graduates (Social 
Partners Summit (SP) in Africa, 2018). Unlike the YEA, NABCO targeted only graduates that have 
completed tertiary institutions in Ghana (Atiemo et al., 2020). Apart from government, several Non- 
Governmental Organizations (NGOs) have initiated interventions aimed at curbing the menace of 
youth unemployment. A typical example is the case of Solidaridad Network and the Mastercard 
foundation, that have collaborated to empower the youth of Ghana to engage in cocoa production as 
well as other businesses. So, with all these government and NGOs initiatives, one is right to ask; how 
has the situation changed? Between 2015 and 2017 for instance, the rate of unemployment reduced 
from 14.17% to 8.84% which slightly increased to 9.16% in 2019 (STATISTA, 2019).

It is indisputable that government cannot employ every youth in the public sector as most of the 
initiatives seeks to achieve, while the formal private sector has also not been able to provide employment 
to teeming youth that join the workforce annually. One major way that can boost economic performance 
and aid in reducing unemployment is economic diversification by the youth where the youth engage in 
multiple business enterprises mostly in the informal sector to improve their standards of living. At the 
macro level, economic diversification is defined as a strategy aimed at transforming an economy from 
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single source to multiple sources of income spread over primary, secondary and tertiary sectors, involving 
majority of the population (United Nations Conference on Climate Change [UNFCC], 2016).

Economic diversification is defined in this study as the process by which the youth engage in multiple 
streams of income generating activities in order to improve their living standards (Dagunga et al., 2020; 
Freire, 2019). In this study, we operationalize youth economic diversification as a way by which the youth 
engage in multiple streams of income generating businesses to improved incomes and welfare. The 
enterprises could be interrelated or not. Given the potential of economic diversification in reducing youth 
unemployment in developing countries as spelt out in the literature above, one would expect that savings 
among the youth should translate into investment into multiple economic activities which will stimulate 
economic growth (Murshed et al., 2021). For example, youth that save are able to accumulate capital 
which could be invested in the future as compared to those that do not. While this claim is reasonable, 
there is no country empirical evidence to show its validity. Hence this study seeks to close the gap by 
examining the effect of savings on economic diversification among the youth in Ghana using data from 
the Next Generation Cocoa Youth Programme (MASO), a programme which created employment oppor-
tunities for some 12,000-youth aged 18–25 in Ghana’s cocoa growing communities. MASO was imple-
mented by a consortium which consisted of Solidaridad, Aflatoun, Ashesi University, Fidelity Bank, 
Opportunity International and the Ghana Cocoa Board (COCOBOD). The programme was part of the 
Youth Forward Initiative, which was a partnership led by Mastercard Foundation, Overseas Development 
Institute, Global Communities, Solidaridad, National Cooperative Business Association-CLUSA (NCBA- 
CLUSA) and GOAL. The focus of MASO was to link young people to quality employment by helping them to 
start their own businesses in Ghana and Uganda.

1.2. Literature review
Economic diversification through small and medium agro-enterprises and employment in the rural 
non-farm economies is helping to build resilient livelihoods for poor people. Many youth earn their 
incomes in both rural and urban areas and from multiple locations and countries, by engaging in 
temporary forms of economic activities or migration in search of better jobs (FAO, 2012a).

According to Beverly et al. (2008), savings among the youth and asset accumulation often 
focus on individual constructs such as knowledge, availability of economic resources, and family 
support. However, an institutional conceptual framework acknowledges the additional role that 
good policies and programmes as well as and the products and services provided by financial 
institutions play.

A rapidly growing body of evidence demonstrates that financial inclusion for youth, particularly 
involvement in savings programmes is associated with a wide range of positive outcomes in areas 
such as expansion in economic activities, attainment of higher education, enhanced socio- 
emotional development, and financial well-being (Chowa et al., 2013; Huang et al., 2014). In 
fact, available data indicate that the majority of youth in Sub-Saharan Africa and Ghana for that 
matter, are not saving or using banking services due to unemployment and inadequate economic 
opportunities. The World Bank estimates that only 9.32 % of young adults (aged 15–24 years) in 
Sub-Saharan Africa (SSA) saved in a formal financial institution in the past year (Demirguc-Kunt & 
Klapper, 2012), an indication of the negative implications that savings will have on economic 
diversification by the youth in SSA.

Youth are a rapidly growing percentage of the Ghanaian population, and many are economically 
vulnerable. Financial inclusion for youth, particularly the promotion of savings culture, is asso-
ciated with a number of positive socio-economic outcomes attracting global attention (Zou et al.,  
2015). However, the majority of youth in Ghana are not saving, and limited qualitative research 
exists to aid understanding of the possible explanations.

A study conducted by (Zou et al., 2015) on the “Youth Save” project implemented in Ghana and Kenya 
indicates that, support from parents, school staff, and financial institutions are precursors for youth 
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participation in saving, even though youth participants in the Youth Save Project struggled with limited 
financial resources and conflicting demands for money. Zou et al. (2015) further opined that the lack of 
financial resources due to low economic opportunities has been one of the leading obstacles to youth 
savings in Ghana. However, most of the youth are currently in school and not working, so their source of 
income is not diversified and unstable since they still rely on others for survival.

Anyaehie and Areji (2015) have also established that economic diversification has the ability 
to ensure sustainable development by meeting the poor’s basic needs such as provision of job, 
food, health, clothing as well as opening diverse opportunities to reduce unemployment. Loison 
(2015) and Dagar et al. (2021) further stressed that economic diversification in Sub-Saharan 
Africa (SSA) is necessary as it helps to reduce household poverty, contribute to economic 
growth as well as reducing unemployment. Asfaw et al. (2019) also evaluated the relationship 
between economic diversification and household welfare using panel data from three West 
African countries and found diversification to significantly contribute to household welfare 
through increase in incomes.

2. Materials and methods

2.1. Study area and sampling procedure
The study was carried out in Ghana among cocoa growing regions and eleven administrative 
districts where MASO is being implemented. The selected regions were the Volta, Ashanti, Western 
North, Central, Oti and Ahafo regions of Ghana. Since its inception, MASO enrolled over 12,000 
youth in 4 cohorts, and trained close to 70% of youth that had been enrolled. Initial data 
processing was conducted to remove observations with significant outliers. Hence the total sample 
size used for this study was 10,656 youth.

2.2. Theoretical framework and estimation technique
The theoretical framework for the study is grounded on the utility maximization theory which 
states that, a youth will save his/her income if the expected utility for saving is higher than the 
utility for not saving.

Following Terza (1998) and Miranda (2004), the study employed count data modelling (endo-
genous-switching Poisson regression model) as an econometric tool for the data analysis. This is 
because the explained variable in the study (i.e., economic diversification) was count in nature 
comprising the total number of economic activities the youth engaged in. These activities ranged 
from agriculture (cultivation of cash crops like cocoa, other food crops, animal rearing), business 
(Agro-processing, petty trading, apprenticeship, mobile money vendor), Industry (transport work, 
construction work, artisanship) and formal salaried work.

For an ith youth from a random sample N ¼ 1:::::::::nð Þ, the economic diversification followed the 
standard Poisson distribution expressed in equation 1 as follows: 

f
EDi

εi

� �

¼
exp � exp Z0iδþ γSVi þ εi

� �� �
exp Z0iδþ γSVi þ εi

� �� �yi

EDi!
(1) 

Where EDi represents economic diversification, SVi is savings, Zi is a vector of explanatory vari-
ables, δ and γ represents the coefficients of explanatory variables, and εi is the error term which 
accounted for unmeasured variables. Given a vector of explanatory variables ki (which encom-
passed some or all elements of Zi; SVi were considered by a directory process as in equation 2: 

SVi ¼
1 if ki αþ g > 0

0 otherwise

� �

(2) 
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α was a vector of coefficients of variables estimated. We further assume di to embody all 
endogenous variables and εi and gi jointly and normally distributed with a mean zero and 

covariance matrix ∑ ¼ σ2σπ
σπ1

� �

; where εi; SVi; and EDi are independent.

The joint restrictive probability density expression of EDi and SVi, given di can be illustrated as in 
equation 3: 

f EDi;
SVi

di

� �

¼ ò
1

� 1

SVif EDi
SVi¼1;di;εi

� �
prob SVi ¼

1
di ;εi

� �
þ 1 � SVið Þ

f EDi
1

SVi¼0;di;εi

� �� �
prob SVi ¼

0
di ;εi

� �

8
<

:

9
=

;
f εið ÞSViεi (3) 

where f εið Þ represents the probability density function for the stochastic error term εi.

The endogenous-switching Poisson regression model is a two-stage estimation method with the 
ability to account for problems of endogeneity that may arise. The first stage assumed a Poisson 
distribution which examined the factors influencing youth economic diversification. The second 
stage assumed probit distribution which estimated the drivers of savings by the youth in Ghana 
(Miranda, 2004). The empirical model for savings and economic diversification are expressed by 
equation 4 and 5 respectively: 

SV ¼ Zβþ e (4)  

ED ¼ Zβþ SVþ ε (5) 

Where Z is the vector of explanatory variables as defined in Table 1. Equation (4) and (5) were 
estimated using the STATA 15 software.

3. Results and discussions

3.1. Summary statistics of youth-specific, socioeconomic and institutional factors
The study followed recent empirical studies on household savings and economic diversification 
such as Asfaw et al. (2019), Freire (2019) and Dagunga et al. (2020a, b) to postulate a number of 
youth-specific, socioeconomic and institutional variables expected to have influence on savings or 
economic diversification. Results of the summary statistics are presented by Table 1. The results 
showed that, the average age of a youth that participated in the MASO training programme was 
about 21 years old.

The average age of youth with savings was significantly different from those who do not save, 
with those who saved having an average of 22 years while non-saving youth had an average age 
of 21 years. This may imply that as a youth increases in years, they become more likely to save. 
There was no significant difference between the gender of participants for savers and non-savers. 
The average for both savers and non-savers were not different from the average for the pool 
sample. This average implies that, the proportion of males in the study was about 58% while that 
of females being about 42% though there was no statistically difference between the savers and 
non-savers as shown by a p-value of 0.576 under the chi-square test.

About 33.7% of the sampled youth were married. Majority of the youth that save were married 
of about 34.8% while the proportion of married youth that do not save was as low as 4.5%. This 
suggest that younger married youth are more likely to save than unmarried youth. This was 
expected because, the married ones will need to plan their family through savings which they 
can later invest it other business enterprises to improve their standard of living. The proportion of 
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married youth who save were statistically different from those that do not save at 1% significance 
level. Also, the study included the number of employee’s youth have employed in their business 
enterprises and the results showed that, on the average youth with businesses employ about 2 
other members in addition to themselves. Those who save was found to significantly employ one 
more person than those who do not save.

With socioeconomic factors considered in this study, the average farm size of a youth in the 
study area was found to be about 5 acres. Meanwhile, the disaggregated analysis between youth 
that save and those that do not show that, a significant difference exists between the farm size of 
those who save and those that do not such that those who save have an average farm size of 
about 13 acres as against 0.89 acres for those that do not save. The study also included youth 
perception of the MASO programme on entrepreneurial skill development and the results showed 
that, majority of the youth (41%) that saved perceived that MASO programme helped to equip 
them with entrepreneurial skill as compared to those that do not (29.5%).

Migration of the youth to other areas is another socioeconomic factor considered in this study. 
The results showed that, an average of about 14.3% of the youth have migrated to other areas. 
There was also statistical difference between youth that migrates and those that did not with 
those that migrated being about 32.4% while those that do not was about 3.7%. The higher 
proportion of migrant youth saving suggest that, they might probably earn more on travelling as 
compared to those that do not.

Finally, the study included four structural/institutional factors considered in this study. The 
results reveal that, youth that belonged to community development groups were about 6.1 % 
on the average. The proportion of youth that belonged to community development group and 
saves was statistically different from zero and higher than the pool sample at about 14.4% as 
compared to their counterparts that do not save at about 1.3%. The higher proportion of these 
group of people engaging in savings could imply that, participation in community groups offers 
some education on the need to invest through savings as a means of capital formation. Majority of 
the youth was found to play some leadership roles in their communities. About 95.6% of the 
pooled sample have some leadership functions to undertake.

There was statistically significant difference among youth with leadership functions for savers and 
non-savings. Interestingly a higher proportion (99%) of the youth with leadership functions are not able 
to save as compared to those that do (89.6%). Even though the proportion of youth with leadership 
functions is also high, the pressure on leaders to spend and ensure that their given assignment keeps 
running might be the reason for the slight difference in savings between savers and non-savers.

Figure 1. Regional distribution 
of savings among the youth of 
Ghana.

Source: Analysis of MASO data, 
2020
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About 2.6% of the youth perceive financial institutions were unavailable in their localities. And as 
expected, about 3.9% of the youth with this perception do not save while 1.1% of their counter-
parts with same perception make efforts to save with other saving groups or move to other areas 
with financial institutions to save. Also, about 21% of the youth trusted the available financial 
institutions while 67% of the youth do not trust or have confidence on the financial institutions in 
their localities.

Also, we looked at how digitization through online business transactions are practiced by the 
youth of Ghana. The descriptive statistics indicated that, about 23.2 % of the youth uses their 
mobile phones for online businesses. There was statistical difference between youth that save 
and those that do not under this variable. The results showed that, majority of the youth 
(22.1%) that uses their mobile phones for online businesses saves as compared to those that 
do not (12.1%).
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Figure 2. Distribution of eco-
nomic diversification among 
the youth in Ghana.

Source: Analysis of MASO data, 
2020.
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Figure 3. Density plot of 
Economic Diversification.
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3.2. Distribution of youth savings across regions in Ghana
The study examined the dynamics of youth savings across various regions in Ghana. Results on the 
proportion of savings among the youth is presented in Figure 1. The results revealed that, most of 

No financial institution is available
I don't trust financial Institutions

I don't have money

No disposable income

Figure 4. Reason why the youth 
do not save regularly in Ghana.

Source: Analysis of MASO data, 
2020.

Table 2. Effect of savings on economic diversification of the youth in Ghana

Variable
Endogenous-Switch Poisson Exogenous-Switch Poisson

Coef. Std. Err. Coef. Std. Err.
Economic Diversification
Age 0.062a 0.006 0.062a 0.006

Gender 0.279a 0.028 0.279a 0.028

Marital status 0.147a 0.028 0.147a 0.028

Number employed 0.041a 0.012 0.041a 0.012

Farm Size 0.000 0.00 0.000 0.000

MASO_Entrepr 0.134a 0.026 0.134a 0.026

migration 0.044 0.028 0.044 0.028

Com_Devt_grp 0.155a 0.058 0.155a 0.058

Leadership role 0.124c 0.069 0.124c 0.069

Savings 0.242a 0.05 0.239a 0.037
Constant −1.817a 0.147 −1.815a 0.146

Switch (Savings)
Age 0.018 0.097 0.037a 0.008

Marital status 0.036 0.191 0.071 0.046

FIs_Unavailable −0.370b 0.177 0.230 0.177

FIs_Trust 0.241a 0.024 0.321a 0.121

Digital Marketing 0.421a 0.124 0.412a 0.121

Constant 0.33 1.623 −0.004 0.183

sigma 0.003 0.022 0.000 0.005

rho −0.973a 0.293

Observations 10,763 10,763

Wald C hi2 449.48 478.52

Prob (Chi2) 0.000 0.000

Log likelihood −8386.6213 −8386.905

a, b and c represent 1%, 5% and 10% significance level respectively 
N = 10,656. 
Source: Analysis of MASO data, 2020. 
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the youth that saves are from the Ashanti region at about 39.7%. General the proportion of youth 
savings across the selected districts were above 30 %. There was only slight variation between the 
rates among the selected regions.

3.3. Economic diversification amongst youth in Ghana
Economic diversification in this study was a count variable comprising the number of business 
enterprises the youth undertakes.

Figure 2 is a box and whisker plot showing the distribution of youth economic diversification in 
the country. The box plot show that, there were some youth with no business enterprise since the 
minimum is zero. Those people constituted about 25% of the distribution also known as the first 
quartile or the 25th percentile. The third quartile or the 75th percentile was found to be 1. This 
implies that, about 75% of the youth engages in at least one form of business activity (0 to 1). The 
maximum value of the distribution that is not an outlier as indicated by the upper whisker is 2. 
That implies that, a significant number of the youth had up to two different business enterprises. 
Meanwhile, there were some outliers such that some youth engaged in three, four and five 
different business enterprises. Hence, youth economic diversification was not normally distributed 
as could be seen in the above box plot and the density plot in Figure 3. It was skewed to the right 
such that, majority of the youth engaged in one or more business enterprises. This suggest that, 
one cannot model economic diversification based on the ordinary least squares estimator which 
assumes a normally distributed dependent variable. Other models such as the poison distribution 
could be used which does not assume the normality assumption of the ordinary least square’s 
estimator. As such the endogenous switching poison estimator is used in this study to estimate the 
impact of savings on youth economic diversification in Ghana.

3.4. Reasons for non-savings by the youth
The study further examined the reasons for non-savings among the youth in Ghana and the word 
cloud below in Figure 4 shows the reasons for non-savings among the youth.

The results revealed that, youth perceived to have no disposable income or without money 
was found to be the main reasons for non-savings by the youth. This is indicated by the font 
size of the word as displayed in the word cloud. Words with larger font represents reasons with 
higher frequencies and vice versa. Unavailability of financial institutions and lack of trust on 
financial institutions were also some of the reasons for non-savings by the youth. Distance to 
financial institutions was included in the word cloud was found to be an insignificant reason to 
appear and so it is not visible in the word cloud diagram. The reasons suggest that, apart from 
lack of disposable income or unavailability of income as some stated, lack of trust in financial 
institutions and unavailability of financial institutions were the main reasons given by the 
youth for not saving.

3.5. Savings and economic diversification among the youth of Ghana
Table 2 presents results on the effect of savings on economic diversification of the youth in Ghana. 
The first two columns present results of an endogenous-switch Poisson model while the last two 
columns represent results on an exogenous-switch Poisson model. This two were estimated to 
determine whether savings which is the variable of interest is exogenous or endogenous. Also, the 
switched variable shows the determinants of savings among the youth of Ghana. The results as 
could be seen by the significance of rho in the first part indicates that, savings was endogenous. 
This means that, savings influences and could be influenced by youth economic diversification. The 
significance of the rho justifies the use of the endogenous switching Poisson model and the model 
could be said to be best fits and the results for the model reliable for policy and development 
planning for the youth in the country. We first discuss the drivers of savings from the empirical 
estimates in section 3.3.1 while the impact of savings on economic diversification of the youth is 
discussed in section 3.3.2.
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3.5.1. Drivers of savings among the youth of Ghana
Guided by the economic theory and lessons from the training programme, we postulated five explana-
tory variables to have had an influence on youth decision to save. The results reveal that, three out of the 
five variables have a significant influence on youth decision to save. Youth who perceive financial 
institutions were unavailable at their locality had lessor probability of saving as compared to those 
with financial institutions. This is rational because, youth living at areas with financial institutions 
available are motivated to save with them. Also, these institutions may offer financial education to the 
youth of these areas and so they are more likely to save as compared to those without the opportunity.

Availability of financial institutions is one thing but equally important is the trust of customers or youth 
on these institutions. The recent financial clean-up exercise in Ghana which started from August, 2017 
resulted in the collapse of about 9 universal banks, 347 microfinance companies, 155 microcredit 
companies and 15 savings and loans companies (Affum, 2020). Undoubtedly no individual wish to be 
a victim where his/her funds will be locked up in these institutions due to the hurdles faced by 
government in refunding affected depositors funds which can be very frustrating. Trust is therefore 
important to consider in a study such as this. The results from Table 2 reaffirms the fact that, youth in 
Ghana only saved at sources they have trust or confidence in.

There was a positive influence of youth trust on financial institutions on their decision to save 
which was significant at 1%. Boosting trust on financial institutions is therefore a required if 
savings by the youth is to be encouraged.

Youth engagement in digital marketing measured by their usage of mobile phones for online business 
was also found to have a positive influence on savings. Zhang et al. (2022) reveal that digital infra-
structure helps to empower youth and the results is intuitive because such youth will be more familiar 
with cashless transactions and the need to save. Also, with the mobile phone for these businesses, youth 
can easily save with their desired financial institutions through their mobile banking and will not 
necessarily have to walk to these banks or institutions to save their money. They can even save with 
their telecommunication networks among others and hence the result.

3.5.2. Impact of savings on youth economic diversification in Ghana
Table 2 shows the drivers of economic diversification by the youth which shows the impact of savings, the 
main focus of this study. The results revealed that, savings had a positive and significant effect on youth 
economic diversification in Ghana. This implies that, youth that saves are more able to invest in many 
economic activities that improves their well-being as compared to those that do not save.

With the other determinants of economic diversification, the age of the youth was found to have 
a positive effect on economic diversification. That means that, the older youth are more likely to 
engage in multiple economic activities as compared to the younger. This could be associated to the 
fact that most of the growing youth assume responsibility as they grow up. Male youth was also found 
to diversify more than the female youth. Dagunga et al. (2020) in their recent study using the seventh 
round of the Ghana living standards survey (GLSS7) found seemingly contrary results where they found 
that female headed households to have higher probability for income diversification in Ghana as 
compared to male headed households. The results in this study however differs from this because the 
focus is on the youth. Also, most of the male youth at certain age will have to engage in more 
economic activities in order to increase their income to settle down by marrying and building the 
family. This postulation is confirmed by the results for the married as compared to the unmarried.

The married youth had higher probability of engaging in many economic activities as compared to the 
unmarried. Youth who have employed a higher number of employees was found to diversify more than 
those that do not. This implies that, such youth are able to expand from one business to another thereby 
employing more. It would not be an overstatement for one to state that, empowering the youth to 
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engage in business could be a sustained way of reducing the youth employment in the country since 
they will further create employment for others thereby creating a workable multiplier effect.

Also, youth who perceive that the MASO training programme helped to equip their entrepreneurial 
skills were found to diversify more than their counterparts who perceived otherwise. This imply that, the 
MASO programme could be a suitable tool for youth empowerment towards economic diversification.

Finally, youth that belonged to community development groups as well as those with leadership 
functions were found to engage in multiple economic activities. Youth participation in community 
development groups as well as youth in leadership could therefore be seen key measures of 
empowering the youth of Ghana.

4. Conclusions and recommendations
In this study, we estimate the impact of savings on economic diversification by youth in Ghana 
using secondary data from the Next Generation Cocoa Youth Programme (MASO) being imple-
mented by Solidaridad, and partners in the cocoa regions of Ghana. The study employs count data 
modelling (i.e. endogenous switching Poisson model) that also corrects unobserved biases to 
estimate the drivers of savings as well as the impact of savings on youth economic diversification. 
The regression results show that savings was endogenously determined and significantly influ-
enced by the availability of financial institutions, trust in financial institutions as well as usage of 
mobile phones for busines transactions. The parametric estimates also revealed that savings, age, 
gender, marital status, entrepreneurial skills development from MASO, membership in community 
development groups as well as youth with leadership functions had significant positive impact on 
youth economic diversification.

The study recommends that, savings among the youth should be encouraged by the govern-
ment of Ghana and development partners since it helps in reducing youth unemployment 
through the creation of multiple income generating opportunities. There is the need for con-
tinuous clean-up of the financial sector by the Bank of Ghana (BoG) to engender confidence in 
the youth to save. Meanwhile, government should set up financial institutions including devel-
opment banks targeting rural dwellers to boost rural youth savings and support economic 
diversification. The youth should be encouraged to involve themselves in community develop-
ment initiatives as well as take up leadership roles as these significantly influence economic 
diversification of the youth in the country. Capacity building programmes like the MASO 
programme should be encouraged in the country due their lasting impact on youth economic 
diversification.
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