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Drivers of financial inclusion in Ghana: Evidence
from microentrepreneurs in the Wa Municipality
of the Upper West Region

Jonas Tia*, Naasegnibe Kuunibe? and Paul Kwame Nkegbe?

Abstract: Globally Financial inclusion provides an opportunity to promote equal
access to resources for all. One of the crucial catalysts for microenterprises devel-
opment is access to the financial market. However, the growth of many microen-
terprises has been truncated in Ghana due to limited access to financial
opportunities. Despite this challenge, little is known about the drivers of financial
inclusion in Wa Municipality of the Upper West Region of Ghana. This paper exam-
ines the drivers of financial inclusion of microentrepreneurs in the Wa Municipality
of the Upper West Region of Ghana. Using a close ended questionnaire, this study
employed an exploratory survey design to collect data from 200 engaged in trading,
manufacturing, and services. The respondents were sampled using a simple random
sampling technique. Given that the outcome variable is binary, the study used

a binary probit regression model for the data analysis. The results predicted that
religion, awareness of loan services, business registration, and preparation of
financial statements drive financial inclusion in Wa Municipality. From the results,
the study recommends that financial service providers should consider social net-
works, entrepreneurial practice, gender and religion as sensitive drivers of financial
inclusion. In addition, financial education should be intensified as knowledge of the
available financial products is a key driver of financial inclusion in the Municipality.
While this study has contributed to the body of literature on financial inclusion in
Ghana, further research is necessary to identify consumer financial needs to meet
clients’ expectations.

Subjects: Statistics for Business, Finance & Economics; Development Studies; Development
Economics

Keywords: financial inclusion; microenterprise; probit regression; Ghana

1. Introduction

The availability, access and usage of financial products and services for participants in the
financial market are at the center of global development. Financial inclusion,
a multidimensional concept, varies according to context and its understanding requires the
consideration of the variables that create equal financial options for all (Triki & Faye, 2013).
The concept relates to global, continental, regional, and national development goals. For
example, it is considered a strategic tool for achieving about seven of the SDGs (Goals; 1, 2,
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3, 5, 8, 9 and 10) since access to financial services will grant economic agents investment
resources. However, a World Bank report indicated that 1.7 billion adults are financially
excluded (Efma, 2020) and women are the worse affected, even though their inclusion can
positively transform the economy. The benefit of financial inclusion is not equally distributed
across gender, as men tend to benefit extra from financial services in the financial market
than women and most rural people (Ng’weno et al., 2018). Governments, NGOs, and private
individuals worldwide are formulating and implementing strategies to take financial services to
the masses. Financial inclusion has become a top policy agenda for Global organisations such
as the Association of Southeast Asian Nations (ASEAN), Asia Pacific Economic Cooperation
(APEC), and G20 due to its relevance to global development. Still, most of these interventions
are not yet gender-neutral. The availability, access and usage gaps should be reduced to meet
women’s preferences (Shinozaki, 2012).

Despite its importance, some conceptualisation has unfortunately narrowed the concept. For
example, it is sometimes restricted to only using financial products and services (Singh & Roy,
2015). Other scholars see it as the capability of a specific group of persons to have access and
ability to use primary financial products (Ibor et al.,, 2017). The broader concept includes
banking the unbanked and enabling people with low incomes to increase their financial
ranking (Datta & Singh, 2019). Ultimately financial inclusion involves increasing people’s access
to formal bank accounts (Allen et al, 2016; Ozili, 2018). It is further seen as extending the
formal financial services beyond people of higher-income earnings to the low-income group at
an affordable cost (Diniz et al., 2011). While financial inclusion is a strategy for building the
capacity of people and microenterprises to perform, access to such services in Africa remains
a challenge (Triki & Faye, 2013). The funding gap is particularly acute for small firms with less
than nine employees, women owned firms and informal businesses. This financial gap could
threaten the performance of microenterprises in most African countries (Trombetta et al.,
2017).

In Ghana, Oppong et al. (2014) observed that the growth of microenterprises had been truncated
due to limited access to financial services. This suggests that such firms have not been effectively
included in the Ghanaian financial markets. On their part, Trombetta et al. (2017) opined that
microenterprises in Ghana are not adequately served by the prevailing financial service providers,
invariably limiting their performance. The National Financial Inclusion and Development Strategy
(2018-2023) in 2015 revealed that 58 percent of adults in Ghana had access to formal financial
services. The banking sector contributed 36 percent out of 58 percent, with a point rise of 2 percent in
access since 2010. Mobile money and Nonbanks Financial Institutions (NBFIs) accounted for 7 per-
centage point rise, while the regulated insurance companies, microfinance institutions (MFIs), and
others accounted for 8 percentage-point increase. However, access to financial services differed
across regions, with the five (Northern, Upper West, Brong Ahafo, Volta, and Upper East) poorest
regions in Ghana mostly excluded. Similarly, males and urban residents have more access to banks
than women and rural folk. Women, rural residents, the poor and marginalised rely more heavily on
mobile money, informal and NBFIs financial sectors than non-poor, men, and urban residents.

Credit constraints of small enterprises dominated the results of noted empirical studies in the
Wa Municipality (see Kulah, 2016; Sekyi et al., 2014). These financially constrained firms can be
considered vulnerable, further limiting their growth. Besides, firms in the Municipality lack the
recommended standards of operations, such as keeping financial records, financial education
(Kulah, 2016) and preparedness against risk (Kulah, 2016; Sekyi et al., 2014), suggesting that
their performance might have been hampered. From previous studies conducted in Wa
Municipality of the Upper West, the drivers of financial inclusion for microentrepreneurs are
unknown. This study, therefore, seeks to explore the drivers of financial inclusion of microentre-
preneurs in the Wa Municipality in the Upper West Region of Ghana.
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2. Theoretical and empirical literature review

2.1. Financial inclusion

Financial inclusion enhances economic growth in developed and developing countries across the
globe. Ozili (2021), in a review of the literature on financial inclusion studies, established that
differences influence financial inclusion in poverty level, financial innovation, government policy,
financial sector stability, the economy, regulatory system and financial literacy across countries.
Financial inclusion contributes to achieving sustainable development goals because it helps
addresses the challenges of poverty, climate change, inequality, environmental degradation,
prosperity, food security, peace and justice (Dikshit & Pandey, 2021). According to Sakyi-Nyarko
et al. (2022), financial inclusion can improve school attendance, food security, health services, and
cash income. However, Kumar and Pathak (2022) concluded that financial education through
financial awareness increases the rate of financial inclusion. Kumar and Pathak (2022) observed
that the level of financial awareness highly affects financial inclusion through financial literacy.
Similarly, Pahlevan Sharif et al. (2022) observed that financial education has the potential to
reduce the gender gap and enhances financial inclusion.

Triki and Faye (2013) argued that financial inclusion encompasses access, usage and quality.
Usage indicators should measure the consumption of financial services from supply and demand
(Datta & Singh, 2019). The usage indicator emphasises frequency, duration and regularity. It
highlights the consistency and depth of usage of financial products and services (Kane, 2019).
Nonusage cannot be linked to a lack of financial products and services in financial services. The
inaccessibility to finance can be attributed to the absence of financial infrastructure and financial
illiteracy. On the other hand, the none usage of financial services, according to Grohmann et al.
(2018), could result from inadequate knowledge of the available financial services, implying that
the arena of financial inclusion may consider several socioeconomic variables.

It is argued that financial inclusion should regard the quality of financial products in the market.
Quality identifies whether products offered by financial institution satisfies the need of the masses
(Kane, 2019). The experience and customer’s reaction towards financial products speak much of
the quality of the said product. The combination of accessibility, availability, quality and usage of
financial services can be regarded as financial inclusion by all. Fundamentally, a lot of people in
developing countries are financially excluded. A World Bank (2020) report indicated that 1.7 billion
adults are not accessible to the financial market (Efma, 2020).

A relative number of developing countries have not had good standing in providing sufficient
financial facilities to their population (Datta & Singh, 2019. Most countries with the lowest rank of
financial inclusion are in the Caucasus and Central Asia (CCA) and the Middle East, North Africa,
Afghanistan and Pakistan (MENAP) (Fouejieu et al., 2020). Sadly, women are the worse affected,
even though their inclusion can positively transform the economy (Ng’weno et al., 2018; Nikaido
et al,, 2015). Nikaido et al. (2015) revealed that female entrepreneurs, especially capital intensive
ones, are financially constrained. The wider gap in financial inclusion in Africa is particularly acute
for female entrepreneurs (Triki & Faye, 2013).

Information communication technology has recently contributed a lot to financial inclusion in
Africa (Ozili, 2018). According to the World Bank Group (2020), Fintech is a technological advance-
ment that can transform the traditional method of providing financial services. It is seen as an
innovation that helps reduce the pains people and SMEs go through in accessing bank credit, such
as credit information or competition (IMF, 2019). Digitisation has become a tool to connect people
and businesses to more excellent opportunities and larger global markets (Mastercard, 2020).
Through innovative channels such as mobile money, mobile branches or banking services, Fintech
has made financial access in Africa easy. Countries that have succeeded in recording higher
financial inclusion could not have done so without using ICT base financing (Diniz et al., 2011).
For example, the recent penetration of mobile technology and its coverage has significantly
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improved financial inclusion in China. From the gender perspective, Ng’'weno et al. (2018) stated
that technology enables women to access finance more cheaply and effectively. This allows them
to access financial products at their comfort through mobile phones and other technological
channels. With the introduction of M-Pesa, mobile financial service has spread through most
African countries, especially Kenya (Damodaran, 2013). M-pesa is a simple mobile banking appli-
cation through which subscribers can do business transactions through their mobile phones.
Financial institutions have become more creative, partnering with digital companies to reach
customers (ILO, 2019). Fintech’s capacity to provide larger loans to individuals and Small and
Medium Enterprises has been widely acknowledged. Yang and Zhang (2020) observed that digital
financial ecosystem development can enhance the growth of small businesses, high-technology
industries and competitive markets.

Indicators such as complexity, access, quality and usage measure financial inclusion. Kane
(2019) uses terms such as availability, regulation, proximity and affordability of financial services
to describe access. This means that the term can be measured with a combination of variables,
though different researchers rely on using some specific single variables. In the view of Efma
(2020), financial inclusion connotes accessibility to financial products, which is linked to the
availability of financial services in a given area. The strategic way of empowering the masses
financially, is to ensure their financial inclusion. The availability of ATMs, bank branches and
financial information are some variables that Diniz et al. (2011) used to measure access indicators.

Due to the multidimensional nature of this concept, it is recommended to use both supply-
demand side indicators to measure the factors that influence financial inclusion. Some studies
have examined the supply-demand factors that drive financial inclusion (Damodaran, 2013; Datta
& Singh, 2019; Goel & Sharma, 2017; Triki & Faye, 2013). On the supply side, it is observed that the
availability of information on formal financial services, such as payment services, loans, deposits,
insurance and money transfer, can encourage demand for financial services (Triki & Faye, 2013). In
that regard, Fouejieu et al. (2020) underscore the need to improve financial service information to
help SMEs close the financial inclusion gap.

Furthermore, Goel and Sharma (2017), in examining the financial inclusion index for Indiq,
observed that the availability of banking services, usage of the banking system, bank penetration,
access to insurance and savings influence financial inclusion. Goel and Sharma (2017) and Datta
and Singh (2019) both used the financial inclusion index (FII) to estimate financial inclusion. In
comparing the FII of 34 countries between 2011 and 2014, Datta and Singh (2019) found that only
seven countries recorded increased financial inclusion. Between 2011 and 2014, Datta and Singh
recorded a decline among countries in the high income group, such as Canada, Cyprus, Croatia,
Japan, Italy and Israel. Goel and Sharma (2017) described India as a low financial inclusion
economy in their study. From the FII computation, Goel and Sharma (2017) realised that from
2005 to 2012, most of the Indian population had not been mainstreamed into the formal financial
sector.

In the view of scholars such as Datta and Singh (2019), Kane (2019), Abel et al. (2018), and Singh
and Roy (2015), financial literacy significantly contributes to financial inclusion. On the demand
side, Abel et al. (2018) observed that financial literacy is a crucial determinant of individual’s
demand for financial products. Their position is justified with an explanation that people with
relatively high financial literacy have a high probability of accessing and using financial services.
This confirms Yoshino and Morgan (2016) findings that low financial literacy contributes to the
demand-side barrier of financial inclusion. For instance, Grohmann et al. (2018), linked financial
awareness to sound financial decision making. Financial literacy lets one know where, when, what
and how to access financial products. Kane (2019) examines the impact of financial literacy on
financial inclusion. Comparatively, Kane found that knowledge, skills and awareness influence
financial inclusion more. Morgan and Long (2020) recently showed that people with higher
financial literacy are more likely to have financial inclusion at all levels than those with lower
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financial literacy skills. This is because such people have adequate knowledge of the risks and
benefits associated with available financial services and products (Abel et al., 2018).

In a cross country analysis, Datta and Singh (2019) investigated financial inclusion and human
development determinants. The study established that socioeconomic characteristics of an indivi-
dual, such as educational attainment, income status, and better health status, boost awareness
and readiness to use available financial facilities. Abel et al. (2018) identified age, income, and
education as influencing financial inclusion. They further observed that financial inclusion
increases with age until it reaches a maximum and begins to decline. For example, people are
affected to use some financial products as they get to understand when they grow. But as they get
older and at retirement, they may lose interest in some of these products.

According to Ndanshau and Njau (2021), formal employment, high income, middle aged indivi-
duals, educational levels and urban dwellings promote financial inclusion. Oumarou and Celestin
(2021) established that in some countries, literacy rate mobile phone penetration positively
influences financial inclusion, while interbank credit and rural population reduce the growth rate
of financial inclusion. Mhlanga and Henry Dunga (2020) revealed that financial awareness is
a dominant element propelling financial inclusion. Bekele (2022), in a comparative study using
a generalised linear model in Kenya and Ethiopia to ascertain the determinants of financial
inclusion, predicted that age, gender, ownership of a mobile phone and employment status
influence financial inclusion. Anyangwe et al. (2022) used data from 85 countries to investigate
how culture affects financial inclusion in a comparative study between developing and developed
countries. It was observed that countries with more masculine power distance and high uncer-
tainty are unlikely to be financially included. At the same time, long-term orientation, indulgent
culture and individualism are more likely to influence financial inclusion. Men access credit than
women, enabling men to generate higher incomes than women (Kede Ndouna & Zogning, 2022).

In Ghana, more males have bank accounts with formal financial institutions than their female
counterparts. Nevertheless, the number of females in Ghana financially included is higher than those
in Sub Saharan Africa and other countries under the “Lower Middle Income” group, as classified by
the World Bank. According to Akudugu (2013), the most significant determinant is the education level
of females in Ghana. People with at least secondary education use more financial products and
services than those without. Additionally, urban residents have more access to financial products and
services as compared to their counterparts in the rural setting. However, World Bank (2019) indicated
high interest rates as a significant challenge to affordable access to financial services in Ghana.

2.2. Microenterprises

Financial inclusion contributes effectively to poverty reduction, economic growth, and the attain-
ment of the Sustainable Development Goals (Emara & El Said, 2021; Mhlanga, 2021). As such, there
is a need to develop effective financial systems that support institutions in designing tailored
financial products and services to meet the needs of microenterprises (Oshora et al., 2021)). The
concept of microenterprise came into being in 1990s. Microenterprises, or small businesses, are
managed by lower income earners at the last end of the size spectrum (White, 2018). They are
mainly operated by individuals or a small family, better described by Vandenberg (2009) as own-
account workers or the self-employed group. Microenterprise is an enterprise with employees of
not more than 50 people. However, it is essential to note that the definitions of firm size vary
across countries and at the international level (White, 2018). The activities of microenterprises
differ depending on their purpose and location. Microenterprises play a significant role in job
creation and delivering inclusive growth to address the needs of the growing population of
countries (Fouejieu et al., 2020). Microenterprises stimulate resilient economic development
through job creation, competition and innovation (Shinozaki, 2012).

According to Aga et al. (2015), microenterprises serve as an engine of economic growth, increase
household income, employment generation and overall development. This assertion is similar to
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(Kamunge et al., 2014; Mappigau & Agussalim, 2013). On the contrary, Matindike and Mago (2022)
observed in South Africa that whiles the country has a high rate (over 70% of adults with active
bank accounts) of financial inclusion, the entrepreneurial level remains relatively low.

In the case of Ghana, microenterprises are seen as family base enterprises having fewer employees
with limited external control (Kulah, 2016). Microenterprises existed before the inception of large-
scale enterprises otherwise known as modern size industries. Their contribution towards national
development has been widely acknowledged. They are primarily into small-scale vending, services,
repair, and enterprise activities. Kulah (2016) in his study examines the structure of small scale
businesses in the Wa Municipality. It was established that most businesses in the Municipality are
individually owned. The business activities identified include agriculture, art and craft, financial
services, construction, carpentry, textiles and garments (Kulah, 2016; Sekyi et al., 2014). Financial
inclusion is vital for microenterprises to access credit, meet risk aversion, expand, and enhance
competition in the market. The Financial development of countries should provide a practical frame-
work for microenterprises to access credits at lower costs (Ahamed et al.,, 2021).

3. Materials and methods

3.1. Study design

Previous studies reveal that panel data or cross-section analysis is more suitable for empirical
analysis on financial inclusion (Bove & Elia, 2017; Duanmu & Guney, 2013). This study employed an
exploratory survey design method to study a cross-section of 200 SMEs out of a total population of
400 microenterprises identified through listing in the Wa Municipality. The target population
comprises microentrepreneurs above 18years engaged in any microenterprise in the Wa
Municipality. Exploratory studies are often conducted when the subject under investigation is
relatively new and previous research has not been conducted (Mouton, 1996).

These SMEs are mainly engaged in trading, manufacturing and provision of services. A simple
random sampling technique was employed to randomly select respondents, which gave every
person in the target population an equal chance of being selected. The study sample size was
determined by Yamane formula (Isreal, 1992) as:

N

— 1
"1 +N(e)? @

Where n is the sample size, N is the total number of microenterprises, e is the level of precision at
the confidence level of 95% (0.05), and 1 is a constant. A total of 400 microenterprises were
identified through listing, and a sample size of 200 was obtained. The study then employed
a closed ended questionnaire for the data collection. The closed ended questions provided options
for respondents to choose their responses.

3.2. Analytical approach

The probit regression model was employed to predict the drivers of financial inclusion. The
individual microentrepreneur’s decision to utilise financial services is dichotomous, with two
exclusive alternatives. Thus either individual microentrepreneur access and uses financial services
or does not. The appropriate models to estimate a phenomenon with binary dependent variables
was propounded by (Woodrdge, 2006). The framework suitable for such analysis is the threshold
theory of decision making, where a reaction occurs only after the strength of a stimulus increases
beyond the individual’s reaction threshold. This means several factors influence individuals’ reac-
tion threshold when faced with a choice. In this study, the dependent variable of interest is
financial inclusion which is generated through the Bernoulli process. An entrepreneur’s decision
to access financial services for his business transaction assumes a value of 1 and 0 if otherwise.
The framework for this analysis was the probit regression model, which takes the form:
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_J1 o y>0
n= {0 otherwise (@)

Where y;is the latent variable that cannot be observed while y; takes the value of 1 if the event
occurs and O if otherwise. The probability (P;) of an ith entrepreneur to access financial service or
not depends on an unobservable latent variable y; determined by the prevailing socioeconomic
and institutional factors X. Guided by literature (e.g Cameron & Trivedi, 2005), the probit model
specifies the conditional probability as:

Pi = Prly; = 1/X] = 0(X'B) 3)

Where X is a “K by 1” vector of socioeconomic and institutional factors and g is “1 by k” vector of
slope parameters. The cumulative density function restricts the probability values to 0 and 1. The
probit regression is a non-linear model; hence parameter estimates are often obtained by the
maximum likelihood estimation method specified as follows:

Xp
0x'p) = 1 0(2)dz )

oo

Where Xg is the index function and

0(2) = ﬁ[ e (5)

Substituting Equation 3 into Equation 2 and rearranging yields
1 X

@(X’/J)) = mime 2 dZ (6)

Taking the inverse of the cumulative normal function in Equation 4 gives estimates of the index Z.
For a symmetric distribution,

Yi=0"P) =XB+p (7)

The marginal effect is the change in the jth regressor on the conditional probability that an
individual entrepreneur accesses financial service is derived as

8P,~ _ / _ -1/p. X
o O(XB)B; = 010~ (Py)]B; (8)

We specify the empirical model as follows:
Probit(Bank) = g, + p,Sex + f,Age + p3Edu + p,Religion + g5 Status + pgThe_distance
+ p;Loan + pgStart_up + pyBus_Age + pioRegistration + p,,F_statement + ; 9)

Table 1 depicts the variables’ definitions, unit measurement and the hypothesised relationships.

4. Results and discussion

From Table 2, the findings revealed 62 percent of males and 38 percent of females, with
a maximum age of 63 years and minimum age of 19 years, participated in the study. It was
observed that 27 percent of respondents had basic education, 38 percent had secondary,
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Table 1. Definition and variable measurement

Variable Definition Unit of measurement Sign

Dependent

Bank Access to financial Dummy (Yes=1, 0=

services otherwise)

Independent

Sex Sex of respondent Dummy (Male =1, 0 = *
Female)

Age Age of Respondent Years +

Edu At least basic education Dummy (Yes =1, 0 = +
otherwise)

Religion Religion Dummy (Christianity = 1, *
0 = Islam)

Status Status in business Dummy (Owner =1, 0 = +
Employee)

Distance Distance to bank Kilometers -

Loan Awareness of loan service | Dummy (Aware =1, 0 = +
not aware)

Start_up Firm in startup stage Dummy (Yes =1, 0 = +
otherwise)

Bus_Age Business age Years +

Registration Registration status Dummy (Registered = 1, +
0 =otherwise)

F_statement Preparation of Financial Dummy (Yes =1, 0 = +

statement otherwise)

Source: Author’s Construct (2020)

16.5 percent had tertiary education, while those with no formal education represent 18.5 percent.
The study also revealed 35 percent of the respondents were single, 0.5 percent divorced, 3.5 per-
cent were separated, while the majority; representing 61 percent, were currently married.
Participation according to religious daffiliation revealed 27 percent Christians and 73 percent
Muslims. The statistics from the study further suggest that 78.5 percent of respondents owned
and managed their businesses, while the remaining 21.5 percent were employees of enterprises.

The study categorised the businesses into trade in computers, construction, financial services,
food and beverages, provision shops, clothing and textiles, and barbering, as shown in Table 3. The
study revealed 24.5 percent for provision shops, 20.5 percent food and beverages, 14 percent for
clothing and textile, 12.5 percent for financial services (mobile money and susu operators),
12 percent for barbering and hairdressing, 6 percent for the construction sector, and 10.5 percent
for computer repairs and sales. The study also revealed that loan services, mobile banking, internet
banking, debit card, credit card, mortgage, depositing/withdrawing cash, cheque book, overdraft,
insurance, and Automated Teller Machines (ATMs) are the prevailing financial services and pro-
ducts in Wa Municipality.

From the study, respondents who conducted business transactions with any financial institution
were considered financially included. This generated a binary response variable with a value of 1
and O if otherwise. The appropriate framework for such a binary response variable analysis is
a logit or probit regression model. The study used a Probit regression model to analyse the factors
driving microentrepreneurs’ financial inclusion. The response variable (whether an individual has
transacted with a financial institution) was regressed on demographic and enterprise character-
istics. The set of covariates in the model includes sex, age, education, religion, marital status,
distance to a financial institution, awareness of loan services by the financial institution, whether
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Table 2. Descriptive statistics

Characteristic Frequency Percent
Gender

Male 124 62.0
Female 76 38.0
Religious status

Christianity 54 27.0
Islam 146 73.0
Others 0 .0
Educational status

Basic 54 27.0
Secondary 76 38.0
Tertiary 33 16.5
None 37 18.5
Others 0 .0
Marital status

Single 70 35.0
Married 122 61.0
Divorced 1 .5
Separated/Widowed 7 35
Status in Business

Own business 157 78.5
Employee 43 21.5
Total 200 1.0

Table 3. Type of business

Type of business Frequency Percent
Computers 21 1.5
Construction 12 6.0
Financial services 25 12.5
Food and beverages 41 2.5
Provisions 49 24.5
Clothing and textile 28 14.0
Barbering and hairdressing 24 12.0
Total 200 1.0

a firm is a startup enterprise, business age, registration status and preparation of financial
statements.

The regression analysis from the study revealed a likelihood ratio (LR) of 20.49, significant at 5%.
This confirmed that at least one independent variable significantly affects financial inclusion and
the respondent’s decision to access financial services is jointly influenced by explanatory variables.
Four (4) out of the eleven (11) covariates predicted a likelihood of accessing financial services for
enterprise development. The significant variables include religion, loan service awareness, business
registration, and preparation of financial statements.

From Table 4, the religion coefficient is negative and significant at 10%. This implies that
Christians have less likelihood of financial inclusion than Muslims. Also, the —0.481 marginal effect
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Table 4. Probit regression estimates of drivers of financial inclusion

Marginal
Variables Coef. Z [95% Conf. Interval] Effect
Sex —0.014 (0.243) -0.06 -0.491 0.463 -0.014
Age 0.017 (0.018) 0.92 -0.019 0.053 0.017
Edu 0.096 (0.306) 0.31 -0.504 0.697 0.096
Religion —-0.481 (0.265) * -1.81 -1.001 0.039 -0.481*
Status -0.153 (0.320) -0.48 -0.781 0.475 -0.153
Distance —0.022 (0.059) -0.38 -0.138 0.093 -0.022
Loan 0.653 (0.336) * 1.94 -0.006 1.313 0.653*
Start_up 0.415 (0.294) 1.41 -0.161 0.991 0.415
Business_age —0.044 (0.033) -1.32 -0.109 0.021 —0.044
Registration 0.813 (0.411) ** 1.98 0.008 1.619 0.813**
F_statement 0.699 (0.283) ** 2.47 0.144 1.254 0.699**
_cons —0.370 (0.710) -0.52 -1.762 1.021 -0.370

Observation =200 LR chi?(11) = 20.49; Prob > chi?=0.0391
Log likelihood =-77.689 Pseudo R?=0.1165

*=significant at 10%; **=significant at 5%. The standard errors are indicated in parenthesis.

suggests that being a Christian is associated with a 48.1% likelihood of not accessing financial
services for business growth. However, this finding has not been confirmed in the literature and
hence appears relatively new in the literature on financial inclusion. The are comparable to Amin
et al. (2023), who examined religious and ethnic diversity on financial inclusion for low-middle and
high-income countries. They observed that ethnic and religious affiliations influence financial
inclusion and concluded that in assessing financial inclusion for economic growth, ethnic and
religious diversity should be considered. In a similar study, Kim et al. (2020) observed that gender
inequality, educational outcomes, and social opportunities determine financial inclusion in exam-
ining the influence of religious and social inequality variables on financial inclusion in 152 countries
but failed to establish that Christians are less likely to have financial inclusion than Muslims.

Furthermore, this finding contradicts Sekyi (2017), who found no significant effect of religion on
financial services in Wa Municipality. This could be because Muslims form the majority in the study
area and their social interactions could positively influence financial inclusion, especially when
they find their neighbours accessing financial services with no restrictions on their beliefs. This also
suggests that being a Muslim does not restrict one from accessing financial services and can
quickly be promoted through social arrangements. This study supports Breda and Fahy (2011), who
observed that networking improves business growth, productivity and performance through access
to information, human capital, and resources. Networking enables enterprises to access informa-
tion, complementary resources, cost sharing, research, human resources, export, production and
capital, improving firms’ competitive advantage (Rahman, 2015; Turyakira & Mbidde, 2015).

The model predicted awareness of loan services by financial institutions as a driver of financial
inclusion. Awareness of loan service was considered a dummy variable with value of 1 if
a respondent is aware of loan services provided by the financial institutions and 0 if otherwise.
The analysis predicted a positive coefficient, with 10 percent significance, and a marginal effect of
0.653, meaning that those with knowledge of loan services are associated with a 65.3 percent
probability of financial inclusion higher than those without this knowledge. This confirmed the
literature that knowledge of loan services could drive financial inclusion. The finding of this study
further agrees with Benni et al. (2020), Mhlanga and Henry Dunga (2020) (Bove & Elia, 2017; Kim
et al., 2020), & (Hasan et al., 2021).; In a similar study in Uganda, Benni et al. (2020) noted
a positive relationship between financial inclusion and awareness. Benni et al. (2020) also observed
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that formal education and financial inclusion have a positive relationship and argued that people
with lower education are often unaware of services available at the financial market and such
people are often financially included. Mhlanga and Henry Dunga (2020) further revealed that
financial awareness is key in promoting financial inclusion among smallholder farmers in
Zimbabwe. The awareness rate determines a financial product’s benefits (Kim et al., 2020).
Countries with higher financial literacy levels save more money (Bove & Elia, 2017). It is argued
that an increased awareness rate enhances a better understanding of the benefits and risks
associated with financial services (Hasan et al., 2021). In similar findings, Ssekakubo et al. (2022)
observed that awareness increased the financial inclusion of microentrepreneurs, which is con-
sistent with the observations of this study.

Moreover, Yoshino and Morgan (2016) noted that individuals with high financial literacy have
a high rate of financial inclusion. Therefore, awareness of financial services attracts financial
participation. This assertion is consistent with the observations made by Yoshino and Morgan
(2016) on awareness and financial inclusion. The justification is that people with knowledge of
financial services such as business financing will desire to transact business with such financial
institutions to access loan services for their enterprise financing. Diniz et al. (2011) argue in support
of this conclusion that entrepreneurs’ knowledge of financial services will increase their likelihood
of financial inclusiveness. Also, Shinozaki (2012) found that information asymmetry can exclude
potential entrepreneurs from accessing the financial market. This could be the case for entrepre-
neurs in the Wa Municipality who may not have complete market information on the financial
market. However, those without knowledge of loan services provided by the various financial
institutions may be looking for capital from friends and relatives. They are most likely not to
consider business transactions with financial institutions so crucial for their financial needs.

Also, the formal registration status of enterprises was found to influence financial inclusion. It
was discovered that some of the enterprises were formally registered while others were not.
Business registration status was measured as a dummy variable with values of 1 if a respondent
enterprise is registered and 0 if otherwise. It was observed that business registration had a positive
coefficient with 5 percent significance level. Also, the marginal effect suggested that respondents
who registered their enterprises had an 81.3 percent probability of financial inclusion than those
without registration. The justification is that Business registration has the potential to boost the
confidence of financial institutions to transact business with entrepreneurs, which could be among
the reasons for their relatively higher financial inclusion.

Similarly, Yoshino and Morgan (2016) and (Ulyssea, 2020) reported a positive direct relationship
between certification and financial inclusion. They found that people without the necessary legal
documentation may be unable to transact business with formal financial institutions. Their argu-
ment is based on the conviction that documentation reveals a clear identity and improves the
transparency of the enterprises. A similar reason could fit the case of Wa Municipality, where
businesses without formal registration participate less in the financial market. Abel et al. (2018)
also indicated that business registration provides information on the location and activities of the
business and can be used to reach the registered enterprise by financial institutions at any time to
monitor their progress. This means that enterprises without formal registration will be difficult to
manage and track by financial service providers. Similar findings were reported by Abel et al.
(2018), bringing to the fore the consistency in scientific observations on the positive effect of
certification and financial inclusion.

Finally, the availability of financial statements (F_Statement) positively influenced the financial
inclusiveness of microentrepreneurs. The finding revealed a positive coefficient significant at the
5 percent level, and a marginal effect of 69.9 percent. This confirmed that respondents with
financial statements for their businesses are more likely to have financial inclusion than those
without financial statements. This support the argument that financial statements provide an
opportunity to monitor the financial health in terms of the revenues and cost of the business. This
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study agrees with (Bani-Khalid et al., 2022; Bobek et al., 2007; Khan, 2022; Kung et al,, 2015;
Sastararuji et al., 2022) that financial statement is a requirement by financial providers, especially
during loan applications and probably explains why firms with financial statements have the
likelihood of financial inclusion than firma without. A similar observation was made by Abel
et al. (2018) that the availability of evidence of track records is vital for financial inclusion. Also,
Sekyi (2017) observed that enterprises with good credit histories have relative access to financial
services. In all, religion, awareness, business registration, and financial statement preparation
improve financial inclusion in Wa Municipality of the Upper West Region of Ghana. This study
supports both the drivers and systems theories of financial inclusion.

5. Conclusion and recommendations

The study explored the drivers of financial inclusion of microentrepreneurs in Wa Municipality of the
Upper West Region of Ghana. The lack of literature to aid holistic appreciation of the drivers of financial
inclusion necessitated this study. Data was collected from a cross-section of 200 microentrepreneurs
out of 400 microenterprises listed, using an exploratory research method, simple random sampling
technique and close-ended questionnaire. Data from the study were analysed using a binary probit
regression model. Religion, awareness of loan services, business registration, and financial statement
preparation were the key drivers of financial inclusion. These findings are relevant for business
development in general and the financial sector development of the region. It is recommended that
financial education should be intensified beyond just credit services and financial service providers
should encourage their clients to use digital financial services, which are secure, risk averse and
cheaper. Also, in promoting financial services, service providers should consider gender and religion
as sensitive drivers of financial inclusion. Despite the new perspective presented on drivers of financial
inclusion with regards to religion and gender and the extent to which factors such as loan, religion,
business registration, financial statements, sex, age, education, status of business, distance, and
business age drives financial inclusion in the body of literature, further research is necessary to identify
consumer financial needs to meet clients’ expectations.
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