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Abstract: This paper examines the financial inclusion gap be-
tween formal and informal beneficiaries in Cameroon using the
2017 Finscope survey. Specifically, the paper (a) measures the
marginal effect of ethnicity-based social capital on financial inclu-
sion and (b) assesses the relative contribution of ethnicity-based
social capital in explaining the components of the financial inclu-
sion gaps between formal and informal beneficiaries. Thus, a bina-
ry Probit model and Fairlie decomposition technique were used.
We find that households belonging to an ethnic group association
are more inclined to save and borrow from an informal financial
service provider as compared to their formal counterparts. Decom-
position results show that rural households are significantly less
likely to have a formal account, formal savings, formal credits and
informal savings but more likely to access informal credits. Also,
formal beneficiaries witnessed gender disparities in favour of male
while informal beneficiaries witnessed gender disparities in favour
women. However, women are more likely to resort to informal fi-
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nancial providers for financial needs. Policy implication suggests:
the nurturing and encouragement of traditional cultures, kinship,
and identity; Formal financial institutions should increase branch-
es in areas with diverse ethnic associations especially in rural are-
as.

Keywords: Financial inclusion, Social capital, Ethnicity, Formal
and informal.

Résume : Cet article examine lécart d’inclusion financiére entre les
bénéficiaires formels et informels au Cameroun a l'aide de l'enquéte
Finscope 2017. Plus précisément, le document mesure l'effet margi-
nal du capital social fondé sur lethnicité sur linclusion financiéere
(a) et évalue la contribution relative du capital social fondé sur
lethnicité en expliquant les composantes des écarts d’inclusion fi-
nanciere entre les bénéficiaires formels et informels (b). Ainsi, un
modele binaire Probit et une technique de décomposition Fairlie ont
été utilisés. Nous trouvons que les ménages appartenant issus d’un
groupe ethnique sont plus enclins a épargner et a emprunter aupres
d’un fournisseur de services financiers informels. Les résultats de la
décomposition montrent que les ménages ruraux sont plus enclins a
avoir un compte formel, une épargne formelle, des crédits formels et
de l'épargne informelle, mais plus susceptibles d’accéder a des cré-
dits informels. En outre, parmi les bénéficiaires formels, les dispari-
tés sont en faveur des hommes, tandis que parmi les bénéficiaires
informels, les disparités sont en faveur des femmes. Cependant, les
femmes font plus recours a des services financiers informels pour
leurs besoins financiers comparativement aux hommes. Les impli-
cations politiques suggeérent : l'entretien et l'encouragement des cul-
tures traditionnelles, de la parenté et de l'identité ; Les institutions
financieres formelles devraient augmenter leurs branches dans les
zones avec diverses associations ethniques, en particulier dans les
zones rurales.

Mots-clés : Inclusion financiére, Capital social, Ethnicité, Formel
et informel.
JEL Code : 016 ; O17.
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1. INTRODUCTION

The submerging role of the financial sector in spurring
inclusive growth, entrepreneurship, reducing income
inequalities and the prevalence of poverty has led to
renewed enthusiasm in financial inclusion (FI). Howev-
er, the challenge of financial access still remains a ma-
jor concern as more than 2,5 billion adults are still ex-
cluded from the financial system mostly in developing
countries (World Bank, 2014). However, despite the ex-
tensive reforms in the financial sector and the promi-
nent role of financial inclusion in the achievement of
the United Nations’17 sustainable development goals
by 2030, most sub-Saharan African countries still wit-
nessed a severe financial access gap (Kuada, 2019).
Without being able to access an inclusive financial sys-
tem, it becomes tricky to set up an investment for en-
trepreneurship and being resilient during any economic
eventualities through savings accumulation. Financial
inclusion in this context means that individuals and
businesses have access to useful and affordable finan-
cial products and services delivered in a responsible and
sustainable way in other to meet their needs (World
Bank, 2021).

In developing countries, poor households may have ac-
cess to financial services without making use of it for
multiple reasons. This could be accounted for by; credit
constraint prevails due to absence of collateral and high
degree of information asymmetry on borrowers’ credit-
worthiness or reimbursement capacities in the credit
market (Biggs et al.,, 2002; Epo, 2012; Mwangi and
Ouma, 2012; Metseyem, 2020). Also, high transaction
costs may prevent households from saving in formal
financial institutions by then inciting individuals to rely
on informal financial providers for savings. These is-
sues may even be more accentuated for low-income ru-
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ral individuals or female households compared to urban
dwellers or male households due to financial develop-
ment gap (in terms of penetration) in developing coun-
tries. However, reforms of financial inclusion factors
considering only the economic sphere may not give the
right approximated picture of financial inclusion level.
Moreover, given the existence of inherent non-economic
factors such as social capital which greatly influence
the financial behaviour of individuals (World Bank,
2014).

Many scholars underlined the crucial role of social capi-
tal> in financial access notably through information
sharing between networks’ membership which reduces
transaction costs (Biggs et al., 2002; Gilchrist and
Kyprianou, 2011; Epo, 2012; Mwangi and Ouma, 2012;
Metseyem, 2020). Given the importance placed by de-
veloping countries on ethnicity4, its caption as a social
capital construct has not yet been assessed. Ethnic ties
or network 1s often at the base of a social capital for-
mation. This is because ethnic ties are highly correlated
with certain levels of trust related exchanges and reci-
procity between individuals in a heterogeneous society
(Anthias, 2007). Therefore, ethnic-based association or
community’s social capital includes resources available
to households through their membership in that group
(Glorgas, 2000).

3 Bourdieu (1986) defines social capital as the advantages and op-
portunities emerging to individuals through membership in certain
communities. Social capital can also be assimilated in this context
as the level of connections among individuals characterised by a
social organisation based on trust, reciprocity, norms and networks
to facilitate action and cooperation for mutual benefits (Putnam,
1993).

4 The concept of Ethnicity generally designates any human com-
munity constructed around a homogeneous social and economic
structure and a unity based on a language, specific culture and a
collective consciousness (Weber, 1958).
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Ethnic association or community’s social capital is a
grouping of persons based on ethnic or community ties
who combine their efforts to defend the interests of a
specific ethnic, community or individual member. In a
context where financial access is constrained by the ab-
sence of collateral and information asymmetry, a volun-
tary group association based on ethnic ties and trust
can provide vital practical support and thus serves as a
collateral and aid to access financial information by
every member in need (Gilchrist and Kyprianou, 2011).
Ethnicity can therefore be considered as a powerful tool
to sustain social capital (Bates and al., 1998).

The term ethnic or ethnicity therefore serves in this
study as a factor that facilitates the convergence of in-
dividuals toward a common objective thus resulting to a
social capital network effect. Membership of a group or
association has commonly been used in empirical stud-
1es to proxy social capital (Fafchamps, 2000; Mwangi
and Ouma, 2012). This article, which falls in line with
Bourdieu (1986) and Putnam (1993) definitions of social
capital, we proxy ethnicity-based social capital (EBSC)
by ethnic group association membership. Their defini-
tions were essentially based on the advantages and op-
portunities resulting from individuals’ group affiliation
or membership of an association.

Cameroon 1s characterised by a significant ethnic diver-
sity and financial practices (Valente et al., 1997). This
diversity suggests that ethnic heterogeneity should be
taken into account along key dimensions of ethnicity,
which would help refine our analysis (De Walque et al.,
2017; Kim et al., 2020). However, ethnic diversity in
Cameroon has increased the playing ground for infor-
mal financial providers. In line with Abidin et al.
(2019), informal financial inclusion originates when re-
source mobilization is through friends, family and in-
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formal savings clubs while formal financial inclusion
stands for resource mobilization through legal entities
such as banks and recognized financial institutions.
These entities are known as formal/informal financial
providers while households who benefit from these re-
sources are known as formal/informal financial benefi-
ciaries (FinScope, 2017; Vichet, 2019).

In Cameroon, it has been noticed that members of the
same ethnic group form informal (formal®) meetings
based on trust and custom. These groups often raise
huge sums for the community and individual develop-
ment. This has greatly encouraged the formation of eth-
ic associations due to its benefits. The growing im-
portant role of these associations notably in the man-
agement and distribution of financial resources has
stimulated Cameroon to establish and adopt a financial
billé which introduced a third tax regime on non-profit
organisation in 2022. This implied levying tax on
"njangi” and “tontines”. The latter often known as in-
formal financial providers are often ethnic social con-
structs and usually function as a closed social grouping
or association.

The Cameroon’s financial sector is well noticed in histo-
ry of its weak impact especially after the 1980s finan-
cial crisis and the recurrent issues of information
asymmetry, absence of collateral and low financial lit-
eracy of the poorer population in the financial market
(Wamba and Sebigunda 2014). According to FinScope
2017, Cameroon still lags behind other African coun-
tries with a high-rate of financial exclusion’ of about 36

5 Formal if the group meeting is legalized or recognized by the gov-
ernment

6 Article 93 of the General Tax Code

7 Financial exclusion stands for adult population not using any
financial product from formal or informal mechanism
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percent of the total adult population (15 years and
above) as compared to Rwanda (11 percent), Uganda
(15 percent) and Kenya (17 percent) among others. In
this way, about two-fifth of the Cameroon’s population
are cut-off from using formal and informal financial
mechanisms for financial needs.

Specifically, in terms of the zone of residence about 49
percent of rural adult population are financially exclud-
ed while only 23 percent of urban adult population are
financially excluded. Of these, 29 percent are formal
and 22 percent are informally financially included in
the rural areas, while 69 percent are formal and 8 per-
cent are informal financially included in the urban are-
as (FinScope, 2017). In terms of gender, about 47 per-
cent of the total female population are formally includ-
ed, 16 percent are informally included and 37 percent
are excluded. While 53 percent of the total male popula-
tion are formally included, 13 percent informally in-
cluded and 34 percent are financially excluded
(FinScope, 2017). This shows the importance of infor-
mal financial inclusion as complement to formal FI in
rural areas and female population compared to their
urban and male counterparts respectively.

During the last decades, there have been some im-
portant empirical studies carried out in Africa and oth-
er developing regions showing that social capital
(measured by association or a network membership)
and some other households’ socio-economic characteris-
tics are crucial factors of informal and formal FI in
terms of access to credit or savings strands (Fafchamps,
2000; Biggs et al., 2002 ; Karlan, 2007; Mwangi and
Ouma, 2012; Baidoo et al., 2018). Most studies have
revealed common socioeconomic households’ differences

in explaining rural-urban and gender FI gaps (Musa et
al., 2015; Ghosh and Chaudhury, 2019; Ndoya and
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Tsala, 2021). However, empirical studies exploring the
correlation of ethnicity-based social capital (EBSC) on
both formal and informal FI are inexistent. Moreover,
the contribution of ethnicity-based social capital as a
possible construct in explaining rural-urban gap and
gender gaps in both formal and informal FI has not yet
being explored.

Metseyem (2020) analyses social capital effects on
households’ access to microcredit in Cameroon, but
emphasis was not laid on ethnicity-based social capital
but only households access to formal microcredit strand
was taken into account. Ndoya and Tsala (2021) on
their part examine the socio-economic drivers of the
gender gap in financial inclusion in Cameroon, but this
study omitted the informal FI strand and the difference
in ethnic association membership was not taken into
account. Hence, this study fills the gap in the literature
by analyzing the correlation between ethnicity-based
social capital and FI considering formal and informal
angles. This can permit a more comprehensive and ho-
listic understanding of financial access and usage dis-
parities and the sustained need for government to in-
troduce tax regimes. This study equally fills the gap in
the literature by exploring the contribution of ethnicity-
based social capital differences in explaining the resi-
dence and gender gaps.

The aim of this study is therefore to examine the finan-
cial inclusion gap between formal and informal benefi-
ciaries in Cameroon using the 2017 Finscope consumer
survey. Specifically, the paper, on the one hand,
measures the marginal effect of ethnicity-based social
capital on financial inclusion and on the other, assesses
the relative contribution of ethnicity-based social capi-
tal in explaining the components of the financial inclu-
sion gaps between formal and informal beneficiaries.

100

Revue Africaine des Sciences Economiques et de Gestion — Série Sciences Economiques * No.
22 « Janvier—Juin 2021 * PP. 93 — 149



TANGWA Mark Wiykiynyuy & TAPCHE Ndam Younous Fozoudine

The rest of the paper is organized as follows. The sec-
ond section provides an overview of related literature
review, the third section provides an overview of data,
and delineates the methodology, the fourth section pre-
sents the empirical results and fifth section outlines the
conclusion and policy implications.

2. LITERATURE REVIEW

The study of ethnicity has a long history on both eco-
nomics and sociology literature. However, the implica-
tions of ethnicity as a social capital seem widespread.
Early studies on cross-country analysis in the develop-
ing world examined the effects of ethnicity on poor po-
litico economic performance, growth, bureaucratic qual-
1ty and governance quality (Easterly and Levine 1997) .
Recent decades saw a renewed enthusiasm on the po-
tential channels through which ethnicity factor may
influence financial inclusion at the microeconomic
sphere. Biggs et al. (2002) argued that relationships
between members of an ethnic social capital network
will constitute a means through which better infor-
mation flows allowing the individuals to evaluate each
other and the availability of informal enforcement
mechanisms which serve to lower transaction costs in
the financial market. In the same vein, La Ferrara
(2002), argued that networks based on ethnicity can
provide assurance, ease transactions and increase trust
between individuals from the same group. Consequent-
ly, in developing countries where information asym-
metry prevails in the credit market, loans can be grant-
ed depending on the individuals’ ability to build up so-
cial capital and not according to the reimbursement
ability in the credit domain. This is because social capi-
tal network can function as a social collateral or assur-
ance against default risk by ensuring that individuals
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fulfil their obligations (Guiso et al., 2004; Chai et al.,
2018).

Empirical evidence from previous studies exploring the
interactions between ethnicity-based social capital or a
multidimensional social capital factor and financial
components converge to similar conclusions. La Ferrara
(2002), explicitly focused on ethnic heterogeneity and
found that ethnicity influence financial components
through individual’s preference in an economy making
used of an original dataset on production cooperatives
in the informal settlements in Kenya. Still in the Ken-
yan context, Biggs et al. (2002), show that being a
member of an ethnic group significantly explains access
to informal sources of finance like credit. Karlan (2007),
used the Peruvian microfinance contextual perspective
to show that, groups with greater levels of social con-
nection that depend on ethnicity and geographical prox-
1mity, have lower default risk and higher saving rates,
which therefore favors demand and supply of financial
services. Mishra and Tripathi (2017), investigated the
presence of cultural and ethnicity bias in access to bank
credit by tribal entrepreneurs and discrete choice mod-
el. Their findings clearly show that ethnicity is an im-
portant determinant of access to bank credit.

On the broad social capital strands, Giné and Karlan
(2007), found out that a high density and strength of
social networks facilitate the flourished of microfinance
in a field experiment in the Philippines. In the same
vein, Newman et al. (2012) found that membership of
high quality social capital networks leads to higher
formal savings in rural Vietnam. Wamba and
Sebigunda (2014), on their own part found a positive
effects of social capital on banks’ credit access using a
sample of 413 small and medium enterprises in Came-
roon. Still in Cameroon, Metseyem (2020) shows that
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social capital actually increased the probability of
households having access to micro-credit. Some empiri-
cal studies also underlined the role of social capital in
the informal FI in the developing context. Mwangi and
Ouma (2012) used a bivariate probit model and found
that social capital enhances financial inclusion by in-
creasing access to informal credit in Kenya. Moreover,
Chai et al. (2018), showed that social network increased
the probability of households’ participation in the in-
formal market. They further argue that it augments the
size of informal financial transactions and raises the

ratio of informal lending in the rural and urban areas of
China.

Recent empirical studies have also explored the
existence of rural-urban and gender financial inclusion
gaps. Suil and Niu (2017), used a large household survey
data and found a rural-urban formal financial inclusion
gap in China. They underlined differences in the level
of education, income, financial literacy among others as
most socioeconomic variables explaining the gap. Musa
et al. (2015) found the existence of a gender FI gap in
favour of male households and differences in the level of
education and income as highest variables explaining
the gap in Nigeria. Ghosh and Chaudhury (2019),
equally found evidence on gender formal FI gaps and
differences in the level of employment and education as
predominant socio-economic factors explaining the gap.
Moreover, similar empirical study by Ndoya and Tsala
(2021), also concluded the existence a gender formal FI
gap in Cameroon with differences in education and
income as largest contributors in explaining the gap.

This study can be differentiated from the aforemen-
tioned studies in three folds. First, ethnic association
membership is used as a dimension of social capital

103

Revue Africaine des Sciences Economiques et de Gestion — Série Sciences Economiques * No.
22 « Janvier—Juin 2021 * PP. 93 — 149



Financial inclusion gaps between formal and informal beneficiaries in Cameroon:
does ethnicity-based social capital matter?

network8 which is often neglected in financial analysis
particularly in Cameroon where social capital plays a
prominent role in the distribution of capital resources
(Mayoux, 2001; Epo, 2012; Wamba and Sebigunda,
2014; Metseyem, 2020). Secondly, this study analyses
the correlation of ethnicity-based social capital with
different dimensions of financial inclusion (i.e. access
and usage) so as to give a broader magnitude correla-
tion of ethnicity-based social capital and thirdly, this
study assesses the contribution of ethnicity-based social
capital in explaining rural-urban as well as gender gaps
in formal and informal FI in Cameroon. This study thus
fills the gap in social capital and financial inclusion lit-
erature since the role of ethnicity-based social capital in
financial inclusion remains terra incognita in Came-
roon.

However, the existence of exact mechanism through
which ethnic affiliation may affect financial inclusion
outcomes 1s difficult to prove. The reason being, it re-
quires a study to have more information about appli-
cants and lack of econometric techniques to isolate eth-
nicity-based social capital effect from other effects on
the financial behaviors of individuals. For instance, dif-
ficulty is to disentangle cultural or traditional ties from
network effects, since they can both generate ethnicity
effects on the demand and supply side of financial in-
clusion (Fafchamps, 2000).

8 Social network is an important indicator of social capital, charac-
terised by a particular relationship formed and maintained by in-
tegrative and stable kinship, friend, neighbourhood, territorial ties
(Putnam 1993)
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3. METHODOLOGY AND DATA
3.1 Econometric Approach

3.1.1. Probit Regression Model

Financial inclusion determinants have so far been mod-
elled using either the logistic model or the probit model
(Potrich et al., 2015). These models follow the discrete
choice models which relate the choice made by each to
the attributes of the person and the attributes of the
alternatives available to the individual. Discrete choice
models specify the probability that an individual choos-
es an option among a set of alternatives. The probabilis-
tic description of discrete choice behavior is used not to
reflect individual behavior that is viewed as intrinsical-
ly probabilistic. According to Greene (2012), logit and
probit models are similar in most applications but their
estimated coefficients are not directly comparable.

The application of a probit model is thus appropriate to
1dentify the influence of ethnicity-based social capital
on formal and informal financial inclusion in Cameroon.
The choice of the probit model over the other binary re-
sponse models was based on both convenience and the
limitations of other models. It was suggested that a lo-
gistic approach is traditionally preferred since the func-
tion does not require the evaluation of an integral and
thus the model parameters could be estimated faster.
However, this argument is no longer relevant given the
computational speeds now achievable and choice of one
specification rather than the other is now usually arbi-
trary (Greene, 2012). The probit model used to assess
the influence of ethnic social capital on the probability
to access financial inclusion indicators is described by
the following function:
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R = Prob(t, = 11 = F(2) = F(By +x8) = s ) = 0() ®

We note & as the repartition function of the centred and
reduce normal law N(O, 1). F is the cumulative distribu-
tion of the standard normal variate «.

z = Bo + BiXiz + BoXjz + o oo+ BpXip - (2)

Where x;; is the j™ predictor for the i™ person with

ethnicity-based social capital and other control varia-
bles. So B; 1s the it coefficient and p is the number of
predictors.

The probit model is used to determine the relationship
between ethnicity-based social capital (EBSC) factor in
both formal and informal FI strands as in equation (3):

P(X = 1/x) = ®[B, + B1(EBSC) + B,(Age) + B3(Age)* +
B.(Gender) + Bs(Household Size) + B, (Emploment) +
B, (Residence) + Bg(DFI) + Bg(Education) +

Bo(Marital status) +

B1o(Income) (3)

Where X stands for the dependent variables (i.e. MFI
account ownership, access to Micro Saving and micro-
credit), EBSC variable stands for household ethnic
group association membership. Other independent var-
1ables are best described in Table Al in the Appendix.

Given that the probit model is a non-linear format of
binary response model; it cannot be estimated by Ordi-
nary least square (OLS) method. While the parameters
could, in principle be estimated using non-linear least
square (NLS), maximum likelihood (ML) is simpler and
provides efficient estimators for many applications and
in regressions with dependent binary variables (Greene,
2012). The ML estimators are consistent and asymptot-
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1cally distributed following a normal law. To obtain the
ML estimation, conditional on the explanatory varia-
bles, we have as density the centred and reduced nor-
mal law of Y}, given X;. Note has to be taken that the
parameter estimates of the probit model only provide
the sign directions (positive or negative) of the inde-
pendent variables with respect to the dependent varia-
bles. Thus, the estimates represent neither the actual
magnitude of change nor the probabilities. Instead, the
marginal effects are used to measure the expected
change in the probability of a particular technique be-
ing chosen with respect to a unit change in an inde-
pendent variable from the mean.

Lastly, this study equally runs bivariate probit regres-
sion models as a robustness test to check the stability of
the results. The choice of this model is based on the fact
that it provides more robust results in the presence of
sample selection bias. It equally presents more accurate
parameters in cases of two steps discrete probabilities
(Greene, 2012;Mwangi and Ouma, 2012). The bivariate
probit model was then explored to examine the factors
(including EBSC) that affect the probabilities of a
household’s response of currently saving or borrowing
(indebted) and the probability of household precisely
saving or indebted from a formal or an informal institu-
tion financial provider given that these decisions are
correlated.
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3.1.1. Fairlie Decomposition Approach

To analyse the contributions of EBSC and other inde-
pendent variables in explaining the area of residence
(Rural-Urban) gap and gender gap outcomes of FI in
Cameroon, this study adopts a Fairlie nonlinear decom-
position approach. This decomposition approach is an
extension of Blinder-Oaxaca decomposition technique
aimed at resolving issues tied to discrete variable used
in nonlinear models such as probit or logistic models
(Fairlie, 2006). Oaxaca (1973) and Blinder (1973) were
the first to introduce the decomposition technique
aimed at decomposing the deviations observed between
two populations (men and women or rural and urban
population) partly explained by the observable charac-
teristics of these two groups that are a composition ef-
fect and a part explained by the differences in the esti-
mated coefficients (Sinning et al., 2008). The Blinder-
Oaxaca decomposition technique is generally applicable
for linear regression models and non-binary outcome
variables. The Fairlie nonlinear decomposition tech-
nique thus appears more appropriate for this study and
more robust than other non-linear decomposition tech-
nique especially in the presence of substantial differ-
ences 1n the independent variable (Boutchenik et al.,
2019). The Fairlie nonlinear decomposition for the resi-
dence gap can be specified as:

YU_ VR =

ZF(XUBU) ZF(XRBU)

i=1

ZF(XvRﬁU) ZF(XRBR)

Equally, the Fairlie nonlinear decomposition for the
gender gap can be specified as:

YM—yf=

ZF(meo ZF(XW) ZFW’) Z”(’””F)
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Where N/ is the sample size for the type of residence j
(U=urban and R=rural) in equation (4) and the gender j
(M=male and F=female) in equation (5). ¥/ stands for
the average probability of binary outcome of the inter-
est group (residence and gender) in both equation (4)
and (5). F 1s the cumulative distribution function from
the normal distribution, 8/ in both equations represents
the vector of coefficients estimates for the type of resi-
dence and sex including a constant term.

The first term in brackets in equation (4) and (5) repre-
sents the part of the residence gap and gender gap in
financial inclusion that i1s due to group differences in
the distribution of independent variables. The second
term stands for the part due to differences in the group
(residence or gender) processes determining the level of
financial inclusion (Y). This second term in both latter
equations also captures the part of the residence or
gender gap due to group differences in unmeasurable or
unobserved endowments. This study follows the foot-
steps of Fairlie (2006) and Ghosh and Chaudhury
(2019) to weight the first term of the decomposition ex-
pression using coefficient estimates from a pooled sam-
ple of two sample groups (in terms of residence and
gender). Specifically, this study uses coefficient esti-
mates from a probit regression that include a sample of
all residence groups (rural and urban) and gender
groups (male and female).

To 1identify the contribution of group differences in
EBSC and other independent variables to the rural-
urban gap and gender gap, we resort to further calcula-
tions by assuming X includes two independent variables
(X1 and Xs) and f*as coefficient estimates from a probit
regression for pooled samples to explain the gaps
(Fairlie, 2006). The independent contribution of X; to
the rural-urban gap can be expressed as:

109

Revue Africaine des Sciences Economiques et de Gestion — Série Sciences Economiques * No.
22 « Janvier—Juin 2021 * PP. 93 — 149



Financial inclusion gaps between formal and informal beneficiaries in Cameroon:
does ethnicity-based social capital matter?

NR

1 A A A A

FZ F(@ +X{if1 + X3iP3) — F(@" + X{if1 + X3iP3) (6)
i=1

Similarly, the independent contribution of X2 to the ru-
ral-urban gap can be expressed as:

NR
1 A A A A
7 D F(@ + XEf; + XYB3) — F(&" + XE; +X55) )
i=1

In terms of gender, the contribution of X; to the gender
gap can also be expressed as:

NF

1 A A A A
=7 > F(@" + XU + XHB3) — F (@ + XE; + X35) (®)
i=1

Similarly, the contribution of X2 to the gender gap can
be expressed as:

NF

1 A A A A
<7 ) F(@ + X5 + XHB5) — F(&" + XD + XE5) 9
i=1

The contribution of each variable to the respective gaps
1s thus equal to the change in the average predicted
probability from replacing rural or female distribution
with urban or male distribution of a specific variable
while holding the distributions of the other variables
constant. As it 1s assumed, this decomposition approach
includes a one-to-one matching of cases between the
four subsamples (rural and urban/female and male). In
consideration of our context, the respective number
subsamples are not identical. This study draws random
rural and female subsamples with or without replace-
ment equal to the sizes of the full urban and male sam-
ples. This is to match the samples by their respective
rankings in the predicted probabilities. This study thus
uses the mean value of all these separate decomposition
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estimates as an approximation decomposition for the
entire rural sample and female sample.

3.2. Data

To understand the correlation of EBSC with financial
inclusion in the Cameroon’s context, this study draws
on a nationally-representative data from the FinScope
Consumer survey? of 2017. The Fin Scope Consumer
Survey is an important component of the MAP10 meth-
odology as it 1s a demand tool that assists in determin-
ing the levels of financial access in a country. The sur-
vey focused on the demand side of financial inclusion,
collecting information on the financial lives of adult in-
dividuals in Cameroon. Finscope Consumer survey
sampling framework and data were conducted by the
national institute of statistics (NIS, 2017) in 2016 to
understand the adult population financial services con-
sumption. This includes 6826 completed face-to-face
interviews of the adult population aged 15 years and
older at the regional and urban/rural level from Octo-
ber-November 2017. The interviews include individuals
working in both the formal and informal Sectors.

3.2.1. Dependent variables

This study used the access and usage dimensions as
indicated by Sarma (2012) and Demirguc-Kunt et al.
(2013) as dependent variables and ignored the quality
dimension due to data constraints. The access dimen-
sion here is proxied by account ownership and the us-
age by household savings and credit. This study consid-

9 The FinScope survey is a tool developed by FinMark Trust. The
institution in charge of the data collection on field was the Nation-
al Institute of Statistics of Cameroon.

10 MAP is a diagnostic and programmatic framework to support
expanding access to financial services for individuals and micro or
small businesses
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ers at least two FI dimensions because limiting the
measurement of FI to access strand does not permit ac-
curate understandings on the frequency and rate of fi-
nancial account usage by the beneficiaries (Allen et al.,
2016)

To better appreciate this study, financial inclusion indi-
cators were viewed considering only the microfinance
istitution (MFI) angle as formal FI and informal sav-
ings groups (commonly known as “njangi” or “tontine”)
or informal money lenders as informal indicators of FI
(Demirguc-Kunt et al., 2013). This study limits the for-
mal FI strand to MFI because it constitutes an im-
portant financial inclusion’s instrument, presents a
high penetration rate in Cameroon and being commonly
underlined as the nearest pro-poor financial institution
in the social capital literature (Epo, 2012; Wamba and
Sebigunda, 2014; Fouopi and Kuindja, 2015; Metseyem,
2020). The choice of saving groups (“njangil” or “ton-
tine”) as the informal strand is based on the fact that
they are the most important informal financial provid-
ers in Cameroon (Mayoux, 2001;Epo, 2012;Metseyem,
2020).

These dependent variables are all captured as binary
outcomes. We attribute a value of one if a financial ben-
eficiary possessed a MFI account, holds formal savings
and have been indebted during the last 6 months in a
MFI and zero otherwise. The same binary outcomes’
attribute 1s applied on the informal strands as indicated
in Table A1 of the appendix.

3.2.2. Independent variables

As the independent variable of interest, EBSC is proxy
by an ethnic group association membership. Member-
ship of a group or association has commonly been used
in empirical studies to proxy social capital due to ad-

112

Revue Africaine des Sciences Economiques et de Gestion — Série Sciences Economiques * No.
22 « Janvier—Juin 2021 * PP. 93 — 149



TANGWA Mark Wiykiynyuy & TAPCHE Ndam Younous Fozoudine

vantages and opportunities resulting from individuals’
group affiliation or membership of an association (Faf-
champs, 2000; Mwangi and Ouma, 2012). As a qualita-
tive variable with two outcomes, EBSC takes the value
of one if the financial beneficiary belongs to a trib-
al/ethnic regional and village associations, 0 otherwise
in this study. Other independent variables include age,
gender, household size, employment, area of residence,
distance to the nearest MFI, level of education, marital
status and income level of the financial beneficiary. De-
tailed descriptions of how these socio-economic varia-
bles are measured in this study are infolded in Table
Al of the appendix.
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4. ECONOMETRIC RESULTS AND INTER-
PRETATION

4.1. Descriptive Statistics

Table 1.1 presents the summary of the descriptive sta-
tistics for the variables used in this study. Intuitively,
the statistics show that the variables are fairly spread
around the mean an indication that there is no cluster-
ing with 6826 as the total number of observations. On
average, households having access to MFI accounts,
savings and credits are 10 percent, 8 percent and 1.2
percent respectively. While households averagely ac-
cessing the informal savings and credits are 25 percent
and 13 percent respectively. This is an indication that
most households turn to trust informal FI in Cameroon.
Averagely, 14 percent of households belong to an ethnic
association percent. Female households account for
more than 50 percent and the average household size is
5 members. This sample equally presents 67 percent of
households working in exchange for pay and about 55
percent of the respondents are from the rural areas of
Cameroon. On average, 30 minutes i1s needed for a
household member to reach the nearest MFI infrastruc-
ture and about 49 percent of the sample have at least a
secondary and tertiary education level. 52 percent of
the household in this sample are engaged in a monoga-
mous or polygamous or a free union relationship and
about 38 percent of the households earned above the
minimum monthly income (36,270 FCFA) in
Cameroon(ILO 2014). For more enhance comprehension
on the interactions of the overall variables used, look
the matrix of correlations in Table A8 of the appendix.
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4.2. Regression results

4.2.1. Probit regression results

Table 1.2 reports the probit regression results of indi-
vidual characteristics including the interest variable
EBSC on three formal FI indicators (Account owner-
ship, micro savings and microcredits). Model (1), (2) and
(3) include the probit coefficients estimates while the
respective marginal effects are represented in the col-
umns (4), (5) and (6). The results presented in Table 1.3
include probit regression results of individual charac-
teristics including the interest variable EBSC on two
informal FI indicators! (Informal Savings and informal
microcredits). Model (1), and (2) include the probit coef-
ficients estimates while models (3) and (4) present the
respective marginal effects on informal FI. The account
ownership is not considered in Table 1.3 since it is diffi-
cult to disentangle it in the informal sphere.

1 See Demirguc-kunt et al., (2013)
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On the one hand, probit results in models (1), (2) and
(3) of Table 1.2 reveal that EBSC, age, employment,
distance to the nearest MFI, level of education and mar-
ital status of households are positively and significantly
correlated to the formal FI indicators. The income levels
variable positively and significantly correlated to formal
account ownership and micro savings while negatively
and insignificantly correlated to microcredit. This can
be due to the fact that households are more inclined to
deal with other paramount formal financial institutions
(Commercial banks) as their income increases. Also,
being a female, households’ size and being in the rural
areas are negatively related to the formal FI indicators.
On the other hand, probit results in models (1) and (2)
of Table 1.3 reveal that EBSC, age, gender, employ-
ment, level of education, marital status and monthly
income level of households are positively and signifi-
cantly correlated to the informal FI indicators. Areas of
residence and household size are negatively correlated
with to informal FI indicators.

However, the parameter (coefficients) estimates of the
probit model only provide the correlation direction be-
tween the independent variables and the dependent
variables. The marginal effects in models (4), (5) and (6)
of Table 1.2 and in models (3) and (4) of Table 1.3 show
the infinitesimal change in the probability of formal
account ownership, formal savings, formal microcredit,
informal savings and informal credits access for a unit
Increase in the exogenous variables.

In terms of significant marginal effect results, individu-
als belonging to ethnic group associations are more like-
ly to own a formal account, possess savings and access
to microcredit. This ethnic social capital increases the
likelihood of the household to own an account in a MFI
by 2.7 percent, to save in a MFI by 2.5 percent and ac-

119

Revue Africaine des Sciences Economiques et Gestion — Série Sciences Economiques * No. 22
+ Janvier—Juin 2021 « PP. 93 — 149



Financial inclusion gaps between formal and informal beneficiaries in Cameroon:
does ethnicity-based social capital matter?

cess to microcredit by 0.4 percent as presented in Table
1.2. This i1s consistent with the findings of Fafchamps
(2000) and Biggs et al. (2002). Accordingly, EBSC also
increases the probability to informally save and borrow
from an informal provider by 24.9 percent and 12.1 per-
cent respectively in models (3) and (4) of Table 1.3. The
weak correlation of EBSC with the formal FI can there-
fore be explained by the fact that, social capital effects
are generally tilted toward informal financial inclusion
(Mayoux, 2001; Mwangi and Ouma, 2012; Chai et al.,
2018). This 1s because social capital usually resorts to
regular membership saving contributions to lend mem-
bers in need, cover themselves from unforeseen circum-
stances. Moreover, social capital or associations based
on ethnic ties are well known in Cameroon with its pe-
riodic savings mobilisation thus acting a positive de-
terminant of informal savings (Mayoux, 2001).

The results also reveal that as the age of a household
increases by a year, the probability to access a formal
account and hold micro-savings increase by 0.26 percent
and 0.16 percent respectively. The age variable also in-
creases the likelihood of informal savings and informal
credits by 1.9 percent and 1.2 percent respectively. But
these marginal effects of age changes over time since
the respective age squared is negatively correlated to FI
indicators. Furthermore, only the gender coefficients
estimate and marginal effects significantly alternate
signs in both the FI strands. Being a woman 1s found to
decrease the probability of formal account ownership
and micro-savings by 1.6 percent and 1 percent respec-
tively. Whereas, women have 7.6 percent and 1.9 per-
cent higher probabilities of accessing informal savings
and credits respectively compared to men. This means
that men are more inclined toward the formal FI while
women are toward the informal FI. This is may be due
to the fact that, women in the developing countries gen-
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erally have difficulties to meet up with the require-
ments of the formal financial institution such as collat-
eral (land, house etc.) thus pulling them toward the in-
formal financial means (Demirguc-Kunt et al., 2013).

In terms of household size, 1t 1s found that an increase
in the size of the household by a member significantly
reduces the likelihood to access accounts and savings
both by 0.4 percent. It equally reduces the probability
to participate in the informal savings and borrowing by
0.9 percent and 0.2 percent respectively. This is be-
cause, an additional member of a household tends to
dent any financial resource that could be used for some
financial services such as savings (Epo, 2012; Mwangi
and Ouma, 2012; Metseyem, 2020). It 1s also evident
from the results that households carrying out a work in
exchange for pay or profit is positively and significantly
related to both formal and informal FI indicators. So
having an employment ameliorates the probability of a
formal MFI account ownership by 4.1 percent, savings
by 3.1 percent and credit access probability by 0.6 per-
cent. This particular variable also increases the proba-
bility of household’s access to informal savings and in-
formal credits by 15.9 percent and 5.7 percent respec-
tively.
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Education level is a positive and highly statistically
significant on households’ access for both formal and
informal FI indicators. Households having at least a
secondary or higher level of education are more likely to
access formal MFI account by 3.7 percent and formal
savings 2.5 percent compared to those with primary
education or no education. Education also increases the
probability of informal savings by 5.2 percent. By impli-
cations, education increase the efficiency of choice made
by individuals and serves to enlighten on the different
financial services available as well as creating aware-
ness on the best way to manage the available services
and provide information to the lender. Further, educa-
tion builds human capital resulting into a higher earn-
ings power; therefore, the income serves to increase
their repayment capacity. These results are consistent
with findings by various scholars (Epo, 2012; Mwangi
and Ouma, 2012; Mishra, 2017).

Being in a marriage situation increases the probability
of formal account ownership and savings both by 2 per-
cent compared to single or widow households. Also, be-
ing married increases the probability of informal sav-
ings by 2.2 percent and informal borrowing by 3.1 per-
cent. This can be explained by the fact that higher de-
gree of trust is accorded to the unit of marriage and
family (Mwangi and Ouma, 2012). Another significant
household’s characteristics is the monthly level of in-
come. Households with monthly income greater than
the minimum wage in Cameroon have higher probabili-
ties of 1.3 percent and 1.6 percent to access a formal
account and to hold formal savings.

In terms of geography, urban dwellers have a higher
probability to save in a MFI by 0.9 percent compared to
the rural dwellers. This can be due to the fact that ur-
ban areas present higher financial institutions penetra-
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tion compared to rural areas in Cameroon. Households
living less than 60 minutes or 60 minutes to the nearest
MFI infrastructure also have higher probability to ac-
cess a formal account, savings and microcredits by 17.5
percent, 15.6 percent and 2.2 percent respectively com-
pared to households living above 60 minutes. This can
be explained by the fact that the higher the distance to
the nearest formal financial institution the higher will
be the cost incurred by households to access a formal
financial service.

Goodness of fit test is respectively verified with the
Pseudo R2 in the overall models of this study. All these
portray how fit the data is for the models. The hypothe-
sis that all coefficients are equal to zero can be rejected
at the level of 1 percent significance since the Wald chi2
(prob) are all at 0.00 for all models.

4.2.2. The Fairlie Nonlinear Decomposition Re-
sults

This section presents the nexus between the zone of res-
idence (rural-urban) and financial inclusion, the nexus
between gender and financial inclusion and explores
the contribution of ethnic association membership
(EBSC) on residence and gender differences on financial
inclusion. Before exploring the contribution of EBSC to
the differences, this study ascertains the significant dif-
ferences between rural and urban areas and between
male and female in terms of EBSC by the application of
chi-square test (see Table A2 in the Appendix). The
Fairlie decomposition technique results using pooled
coefficients are presented in Table A3 to Table A6 of the
appendix. For easy comprehension, in the decomposi-
tion columns a positive contribution of a covariate indi-
cates that a particular covariate of households’ socio-
economic characteristics contributes to widen the rural-
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urban gap or gender gap in financial inclusion. While
the negative contribution of a covariate indicates the
rural-urban gap or gender gap lessening.

4.2.2.1. The Rural-Urban Gap and Financial Inclusion

Table A3 and Table A4 in the appendix present esti-
mates of probit models and the corresponding Fairlie
nonlinear decomposition technique results for the rural-
urban gap in formal and informal FI respectively. As
reported in Table A3, the positive gaps imply that ur-
ban households are 7.64 percent more likely to have a
formal account, 7.63 percent more likely to have formal
savings and 0.61 percent more likely to have formal
credits compared to the rural households. However, the
outcomes indicate that the rural-urban differences in
all reported socioeconomic variables accounts 97 per-
cent in explaining the rural-urban gap in formal ac-
count’s ownership, 85 percent in the formal savings
strand and roughly 100 percent in the formal credit
strand. Though the magnitude contribution of EBSC in
all formal FI strands is not significant in explaining the
rural-urban formal FI gap, other socioeconomic varia-
bles (such as age, employment, household size, DFI,
level of education, marital status and income level) sig-
nificantly contribute in explaining the rural-urban gap.
Considering the contribution signs of these socioeco-
nomic variables, employment status and age are found
to reduce the gap in account’s ownership and savings
while household size, DFI, level of education, marital
status and income level differences are found to widen
the gap in account’s ownership, savings and to an ex-
tend only DFT in the credit strand.

In Table A4. The positive gap implies that urban
households are 3.38 percent more likely to have infor-
mal savings compared to their rural counterparts and
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the latter negative gap indicates that rural households
are 0.48 percent more likely to have informal credits
compared to the urban households. The outcomes in
both decomposition columns in Table A4 indicate that
the rural-urban differences in all the socioeconomic var-
1ables account 26 percent in explaining the rural-urban
gap in the informal savings strand and 45 percent in
the informal credit strand. Contrary to the formal FI
strand, the magnitude contribution of EBSC differences
in both informal FI strands is significant and other so-
cioeconomic variables (such as employment, household
size, level of education, gender (female) and marital sta-
tus) differences also significantly contribute in explain-
ing the rural-urban gap.

Differences in ethnic association membership (EBSC)
explains 45 percent of the rural-urban gap in informal
saving strand and roughly a hundred percent in the
informal credit strand. This implies that differences in
EBSC widen the rural-urban gap in both informal sav-
ing and credit strands though in the opposite directions.
This can be due to the fact that rural areas in Came-
roon are more characterised by a homogenous popula-
tion (similar ethnic group) which favours the conver-
gence and the formation of a social capital to influence
the distribution of resources (specially to access small
scale credits) compared to urban areas. Also, house-
holds in rural areas are poorer and are mostly engaged
in small-scale agriculture and livestock farming activi-
ties while urban households are mostly engaged in
higher income activities, day to day economic activities
and are mostly in the working-class age. This thus fa-
vours higher informal saving rates in urban areas com-
pared to the rural areas. Other contribution signs of
socioeconomic variables’ differences are; employment
status, gender (female) and marital status are found to
lessen the gap in the informal savings and credit while
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household size and level of education differences are
found to widen the rural-urban gap in the informal sav-
Ings.

4.2.2.2. The Gender Gap and Financial Inclusion

Table A5 and Table A6 in the appendix present esti-
mates of probit models and the corresponding Fairlie
nonlinear decomposition technique results for the gen-
der gap in formal and informal FI respectively. In Table
Ab, positive gaps indicate that male households are
4.82 percent more likely to have a formal account, 3.69
percent more likely to have formal savings and 0.5 per-
cent more likely to have formal credits compared to
their female counterparts. Moreover, outcomes also in-
dicate that the gender differences in all reported socio-
economic variables accounts for 58 percent in explain-
ing the gender gap in formal account’s ownership
strand, 68 percent in the formal savings strand and 60
percent in the formal credit strand. The difference in
EBSC contribution in all the formal FI strands is signif-
icant, other socioeconomic variables (such as employ-
ment, household size, DFI, level of education and mari-
tal status) also significantly contribute in explaining
the gender gap. These imply that the differences in
EBSC by gender explain 1 percent of the gender gap in
formal account’s ownership, 2 percent in the formal sav-
ing strand and -10 percent in the formal credit strand.
This implies that differences in EBSC widen the gender
gap in both formal account’s ownership and formal sav-
ing strands and reduces the gender gap in the formal
credit stands. Other socioeconomic variables’ differ-
ences (such as employment status, household size, DFI,
level of education and marital status) are found to wid-
en the gap in a formal account’s ownership, savings and
to an extend only DFI in the credit strand. This is con-
sistent with findings of (Ndoya and Tsala, 2021).
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The evidence in Table A6 indicates that the negative
gaps imply that female households are 2.6 percent more
likely to have informal savings and 0.16 percent more
likely to have informal credits compared to their male
counterpart. The outcomes in both decomposition col-
umns in Table A6 also show that the sex differences in
all the socioeconomic variables roughly account for a
hundred percent in explaining the gender gap in both
informal saving strand and informal credit strand. The
magnitude contribution of EBSC differences in both
informal FI strands is significant and other socioeco-
nomic variables (such as age, employment, household
size and marital status) differences also significantly
contribute in explaining the gender gap. Differences in
ethnic association membership (EBSC) explains 30 per-
cent of the gender gap in informal saving strand and
roughly explains a hundred percent in the informal
credit strand. This implies that differences in EBSC
widen the gender gap in both informal saving and credit
stands. Other contribution signs of socioeconomic vari-
ables’ differences are; employment status, household
size and marital status are found to widen the gender
gap 1n the informal savings and households’ age 1is
found to reduce the gap in both informal saving and
credit strands.

The overall result in this subsection is of threefold.
Firstly, there is a gender gap in the formal FI which
indicates that male households more likely to have ac-
cess to formal financial services compared to their fe-
male counterparts. Secondly, there is a gender gap in
the informal FI indicating that female households more
likely to have access to informal financial services com-
pared to their male counterparts. Lastly, differences in
gender ethnic association membership significantly con-
tribute in explaining the gender gap in both formal and
informal FI in Cameroon. One of the reasons behind
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these results 1s, since the formal financial strand re-
quires collateral and higher transaction costs to access
credits and savings, females may have fewer assets and
be less engage in economic activities to sustain the
transaction cost compared to their male counterparts.
Thus, female households may likely rely on EBSC for
informal financial services in Cameroon.

This study equally runs bivariate probit regression
models to check the stability of the results using the
overall observations. This model provides more robust
results in the presence of sample selection bias com-
pared to the precedent univariate probit models. We
define the dependent variables in this case as a house-
hold’s response of being currently saving or borrowing
(indebted) and the probability of the household precise-
ly saving or indebted from a formal institution (MFI) or
in an informal provider given that these decisions are
correlated. Table A7 in the appendix reports the bivari-
ate probit marginal effect results for formal credits,
formal savings, informal credits and informal savings.
Globally, these results are largely consistent with the
results from the univariate probit model results report-
ed on Table 1.2 and Table 1.3. However, after control-
ling for possible sample selection bias and considering
the correlation between the error terms of the two equa-
tions some of the nuanced results of the bivariate probit
marginal effects necessarily change. For instance, the
magnitude of the ESC marginal effects has slightly
changed with respect to the informal FI indicators.

130

Revue Africaine des Sciences Economiques et de Gestion — Série Sciences Economiques * No.
22 « Janvier—Juin 2021 * PP. 93 — 149



TANGWA Mark Wiykiynyuy & TAPCHE Ndam Younous Fozoudine

5. CONCLUSION

The primary objective of this study is to empirically ex-
amine the financial inclusion gap between formal and
informal beneficiaries in Cameroon using the 2017 Fin-
scope consumer survey. Specifically, the paper (a)
measures the marginal effect of ethnicity-based social
capital on financial inclusion and (b) assesses the rela-
tive contribution of ethnicity-based social capital in ex-
plaining the components of the financial inclusion gaps
between formal and informal beneficiaries. To achieve
these objectives, a bivariate Probit model and Fairlie
decomposition technique were used.

The empirical results show ethnicity-based social capi-
tal positively and significantly correlates to the proba-
bility of accessing formal and informal financial inclu-
sion in Cameroon. But this positive correlation is more
pronounced with the probabilities to access informal
strands compared to the formal strand. This implies
that households belonging to an ethnic group associa-
tion in Cameroon are more inclined to save and borrow
from an informal financial service provider as compared
to the formal financial service provider. Moreover, de-
composition results show that rural households are sig-
nificantly less likely to have a formal account, formal
savings, formal credits and informal savings but more
likely to access informal credits compared to the urban
counterparts. The contribution of EBSC significantly
broadens the rural-urban gap only in the informal fi-
nancial strands. The decomposition results equally
show that there is a gender gap in all formal FI indica-
tors in favour of male while there is also a gender gap
in all informal FI indicators in favour of women. The
differences in gender ethnic association membership
contribute in explaining the gender gap in both formal
and informal FI in Cameroon
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These findings provide rich policy implications. Firstly,
this study thus suggests that the nurturing and
maintenance of traditional culture, kinship, and identi-
ty recognition (characteristics of ethnicity) are still per-
tinent in the development of financial inclusion in
Cameroon. Secondly, financial institutions’ marketers
can capitalize on these findings, by identifying and de-
signing appropriate operations and strategies, leading
to increased customer satisfaction and competitive ad-
vantage. Thirdly, formal financial institutions should
increase branches in areas with diverse ethnic associa-
tions especially in rural areas which has as effects for-
mal account creation and micro savings with high pos-
sibilities of obtaining microcredits. This will help to
solve difficulties related to financial service allocation
such as asymmetry of information, moral hazard, a re-
duced risk of default and to an extent reduce financial
inclusion gender disparities.

This work prompts the presentation of potential direc-
tions for further research. Future research should ex-
plore the influence of EBSC on the behavioural perspec-
tive and enlarge the financial inclusion dimensions not
only on the MFI angle as a full formal financial institu-
tion like this study so as to have a more enhance mag-
nitude effects of EBSC on financial inclusion.
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Appendix

Table Al: Variable measurement and definition

Formal Financial Account Dependent Possess an account or
join account at a micro-
finance institution cap-
tured as a dummy and it
is constructed as follows:
1= MFI account owner-
ship and 0 = otherwise

Formal Credit Dependent Micro loan from a micro-
finance institution cap-
tured as a dummy and it
is constructed as follows:
1= currently indebted or
indebted during the last
6 months in a MFI and 0
= otherwise
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Informal Credit Dependent Micro loan from an in-
formal savings group
(njangi or tontine) or an
informal money lender
captured as a dummy
and it is constructed as
follows: 1= currently
indebted or indebted
during the last 6 months
in an informal provider
and 0 = otherwise

Currently Borrowing or indebted Dependent Household that bor-
rowed money during the
last 12 months captured
as a dummy: yes=1 and
no=0

Independent The age of the adult
(15+years) individual or
household head in years

otherwise)

Employment Independent Households having a Job
or carrying out a work in
exchange for pay or
profit captured as a
dummy (1= has a job, O
otherwise)

Distance to MFI (in Minutes) (DFI) Independent Minutes to take going
from households’ home
to the nearest MFI In-
frastructure captured as
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a Dummy (1=less than
60 minutes, 0 otherwise)

Marital Status Independent dummy (1= married, 0
otherwise

Source: author’s computation from the Finscope consumer survey
Cameroon 2017 dataset.

Table A2: Chi-Square Test of Association between area of
residence and EBSC and between Gender and EBSC

Ethnic assoc. Mem-
bership (EBSC)

Residence 0 1 Total Pearson chi2(1) |Asymp. Sig.
urban 2,657 542 3,099

rural 3,333 394 3,727 68.4413 0.000
Total 5,890 936 6,826

Ethnic assoc. Mem-
bership (EBSC)

Gender 0 1 Total Pearson chi2(1) |Asymp. Sig.
male 2,804 517 3,321

female 3,086 419 3,505 18.8160 0.000
Total 5,890 936 6,826

Source: Finscope consumer survey Cameroon 2017 dataset.
Note: Binary dependent variables (ESC) taking the value 1, indi-
cating “yes” and taking the value 0, indicating “no”.
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Table A3: Fairlie Non-Linear Decomposition of Rural-Urban Gap in Formal Financial

Inclusion
(€)) (2) 3)
Variables Probit Re- Decom- Probit Re- Decom- | Probit De-
sults position sults posi- Results com-
Formal ac- Formal tion Formal posi-
count Savings credits tion
Ethnicity- 0.0781 0.001 0.1247 0.00147 0.0488 0.0002
Based So-
cial Capital
(EBSC)
(0.0818) (0.0012) (0.0811) (0.0009) (0.1487) (0.000
6)
Age 0.0496*** -0.0989%** 0.0294 -0.0488 -0.0041 0.0009
-129.45%
(0.0157) (0.0446) (0.0163) (0.0420) (0.0264) (0.003
6)
Age -0.0006%** 0.0970%* -0.0003 0.0482 0.0002 -0.008
Squared
(0.0002) (0.0443) (0.0002) (0.0424) (0.0003) (0.006
9)
Gender -0.0342 -1.61e-05 0.0003 -4.54e-07 -0.0842 2.46e-
(Female) 05
(0.0673) (7.60e-05) (0.067) (0.0001) (0.1296) (7.95e-
05)
Household -0.0299** 0.0012%* -0.0349%** 0.0012%* 0.0172 -
Size 1.57% 1.57% 0.0004
(0.0132) (0.0005) (0.0131) (0.00042 (0.0213) (0.000
5) 5)
Employ- 0.5496*** - 0.4877*** - 0.4757*** -
ment 0.0128%** 0.0098%* 0.0016
-16.75% *
-12.84%
(0.0932) (0.0019) (0.0912) (0.00166 (0.1708) (0.001)
)
Distance to 1.2969*** 0.0715%%* 1.1749%** 0.0603%** 1.06%** 0.0149
MFI (in 93.59% ® wkk
Minute) 79.03% 248.33
%
(0.0768) (0.0044) (0.0752) (0.00416 (0.2007) (0.004)
)
Education 0.3089*** 0.0124%** 0.1795%** 0.0068%** 0.1122 0.0007
Level 16.23% 8.91%
(0.0779) (0.0032) (0.0781) (0.00298 (0.1485) (0.001)
)
Marital 0.165** 0.0006 0.2096*** 0.0008* 0.0893 0.0002
Status 1.05%
(0.0734) (0.0004) (0.0713) (0.0004) (0.145%)41 (0.000
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Financial inclusion gaps between formal and informal beneficiaries in Cameroon:
does ethnicity-based social capital matter?

4)
Income 0.1039 0.0023 0.1949 0.0053%* -0.0569 -
Level * 0.0001
6.95%
(0.0692) (0.0016) (0.0702) (0.0019) (0.1364) (0.000
3)
Group (Ur- 0.1368 0.1278 - 0.0152
ban)
Group (Ru- 0.0603 0.0515 - 0.0091
ral)
Difference 0.0764 0.0763 0.0061
(Gap)
Unex- 0.0021 0.011 0.0007
plained Gap 2.75% 14.42% 11.48
%
Total ex- 0.0743 0.0653 0.0068
plained 97.25% 85.58% 111.48
%
constant -3.5294*%** - -3.0348*%** - -3.5462%** -
Observa- 3099 6,825 3099 6,825 3099 6,825
tions
pseudo-R2: 0.2352 0.2077 0.1447
Wald 412.70 349.24 58.94
chi2(10)
Prob > chi2 0 0 0

Notes : Standard errors in parentheses, the values in percentages represent the contribution
or share to gap in respect to total gap, *** p<0.01, ** p<0.05, * p<0.1.
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