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Abstract

The study intended to investigate the factors that are important in influencing the financial inclusion of
smallholder farming households in Sub-Saharan Africa with a specific focus on Zimbabwe. Motivated by the
fact that there is an increase in the evidence of the importance of financial inclusion in fighting poverty and
the fact that by merely having a bank account, financial inclusion cannot be guaranteed, the study went
further to interrogate factors that influence smallholder farmers to have a transaction account, to borrow
and to have insurance. Since the dependent variable of financial inclusion had more than two categories,
with three unordered categories, transaction account, savings/credit account, and insurance, the
multinomial logistic regression was used to estimate the determinants of financial inclusion from these three
categories of the dependent variable. The multinomial logit model results, with insurance as the reference
category, indicated that the size of the household, transaction costs, gender and agricultural extension
service were the factors influencing the demand for a household to open a transaction account. On the other
hand, off-farm income and age of the household were the only two factors significantly influencing
households to borrow. Therefore, it is imperative for, the government of Zimbabwe to come up with more
policies that encourage farmers to participate in the formal financial market as financial inclusion can help
to fight poverty and the general developments of societies.
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1. Introduction

Financial inclusion has been recognized as among the important tools for achieving economic growth
and poverty reduction (Izquierdo & Tuesta, 2015). The objective of achieving universal financial access
by 2020 buttressed the idea that financial inclusion can indeed help to achieve economic growth and
poverty reduction (Mhlanga, 2020a; WBG 2018a). This year 2020 presented a challenge to many
countries to improve financial inclusion and achieve their commitments with regard to it (Mhlanga,
2020b; Mhlanga & Denhere, 2021; WBG 2018a). Issues around financial inclusion are becoming more
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critical especially among international institutions, policymakers, central banks, financial institutions
and governments. It is generally believed that private financial institutions are major and critical agents
of financial inclusion because of their role in the provision of financial products to the people (Mhlanga,
2020a; Mhlanga et al., 2020). However, the World Bank Group (2018a) (WBG), stated that due to the
importance of financial inclusion in lifting people out of the clutches of poverty, it is believed that
governments should play critical roles in creating policies that mitigate the problems of market failure
(Mhlanga & Dunga, 2020; Mhlanga & Garidzirai, 2020; Yakubu et al.,2017; WBG 2018a).

According to the WBG (2018a), access to a transaction account is one of the first steps towards
financial inclusion since it gives people the choice to store money as well as sending and receiving.
The WBG (2018a), argues that a transaction account is a gateway to other financial services. As a
result, the WBG (2018a) is trying everything to ensure that people have access to a transaction
account in its, Universal Financial Access 2020 initiative. Demirgti¢-Kunt et al. (2008) also argued
that access to financial services and products facilitates daily living and planning. With financial
access, households and businesses can plan for long term goals and unexpected emergencies. As if
not enough, households or individuals with accounts can use other financial services like credit and
insurance. Also, this account can be used as a gateway to get loans to start businesses, do investments
in education and health, being able to do risk management as well as weathering financial shocks
(Demirgiig-Kunt et al., 2008). This can help to improve the overall quality of life of the people.

There is considerable progress in terms of achieving financial inclusion. The WGB (2018a),
insinuates that about 1.2 billion adults worldwide have had access to a bank account since 2o0m.
Currently, 69 per cent of adults have a bank account. The World Bank believes that moving from access
to a bank account to usage is the most important step that needs to be scaled up in countries where 8o
per cent or more of households have accounts. Countries like Kenya, Thailand, India, and China have
almost 8o per cent of their adults with bank accounts, what needs to be done in these countries is to
find ways of scaling access from bank account ownership to full usage of all other services offered by
financial institutions. However, it is believed that close to 1.7 billion adults are still unbanked according
to the latest Findex data (Izquierdo and Tuesta, 2015; WBG 2018b). According to Raichoudhury (2020),
financial inclusion is important and it can act as an all-a critical barometer for all-encompassing growth
in all the countries whether developed or developing. The other important point raised by
Raichoudhury (2020) was that knowing the direct and indirect link between financial inclusion and
socio-economic development is important for policymakers as they can use the information to come up
with effective programmes that will help in the expansion of financial inclusion which can lead to a
reduction in poverty and inequality. Using India as a case study, the study by Raichoudhury (2020)
found out that income level, infrastructure and employment opportunities were the most important
determinants of financial inclusion. It was also highlighted that computerised indices can act as an
important measure of financial inclusion at the micro-level and over some time.

Research by Kaur and Kapuria (2020) examined the determinants of having access to
institutional and non-institutional finance across the female- and male-headed households in rural
India. Through successfully using the multinomial logit model the study discovered that female-
headed households had a lower probability of accessing institutional finance and a higher probability
of accessing non-institutional finance compared to their male counterparts. The results also
highlighted that the level of education, monthly household consumption expenditure, land size
holding, irrigated area and penetration of scheduled commercial banks influences female-headed
households in accessing institutional finance. The results by Kaur and Kapuria (2020) also revealed
that female-headed households belonging to socially disadvantaged groups have a lower probability
of accessing institutional finance. Eldomiaty et al. (2020) also examined the impact of world
governance indicators on financial inclusion across the world economies. Through the use of panel
data analysis, a fixed generalized linear model, Eldomiaty et al., (2020) discovered that control of
corruption, the effectiveness of the government, the stability in politics and voice as well as
accountability were the significant variables that influence financial inclusion. Abel et al. (2018) also
assessed the determinants of financial inclusion in Zimbabwe. The study discovered that the age of

49



E-ISSN 2281-4612 Academic Journal of Interdisciplinary Studies Vol 10 No 6
ISSN 2281-3993 www.richtmann.org November 2021

an individual, the level of education, financial literacy, the level of income and internet connectivity
were positively related to financial inclusion. While documentation is required to open a bank
account and distance to the nearest financial institution. Taking from the data gathered and
information presented above, the current study will assess the driving factors of financial inclusion
among the smallholder farmers in Sub-Saharan Africa with a direct focus on Zimbabwe. The rest
document is organised as follows: Section 2 presents the financial participation in Zimbabwe, section
3 is documenting the empirical literature review. The research methodology is represented in section
5. The results of the study are represented in section 5.2. Sections 6 and 7 gives the conclusion of the
study and acknowledgements.

2. Financial Participation in Zimbabwe

Financial inclusion is viewed as a prime development concern in the world today (Raichoudhury,
2020). Raichoudhury, (2020) defined financial inclusion as:

“a process that makes sure that all members of an economy have no difficulty accessing, avail and use
the services provided by the recognized financial system”.

The importance of an all-inclusive financial system comes in various ways which include aiding
efficient allocation of productive resources, reducing the cost of capital. It can also improve the daily
administration of finances and reducing the growth of informal sources of credit (Raichoudhury, 2020).

Financial inclusion in Zimbabwe is viewed as:

“the effective use of a wide range of quality, affordable and accessible financial services, provided
fairly and transparently through formal or regulated entities to all Zimbabweans(Mhlanga, 2020a).

Several principles emerge from the definition of financial inclusion which includes the provision
of quality financial services to all the citizens. The other principle is that financial services should be
accessible to everyone. In Zimbabwe, at the moment it is estimated that almost 76 per cent of
Zimbabwean adults are not formally banked which is one of the highest figures the world over
(Chivasa & Simbanegavi, 2016; Mhlanga, 2020a).

Figure one below is showing the position of financial inclusion in Zimbabwe among adults.

Figure 1: The state of Financial Inclusion in Zimbabwe
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Source: Chivasa & Simbanegavi, (2016), Zimbabwe National Financial Inclusion Strategy (2016),
Mhlanga, (2020a).
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Figure 1 above is showing that 40 per cent of adults in Zimbabwe do not have a bank account, while
22 per cent use informal services and 14 per cent use non-formal products. It was also highlighted
that 76 per cent of adults who are not formally, (financially) active in the financial sector, are people
living in rural areas. Many of these individuals are in Matebeleland North with almost 60 per cent of
adults who are not financially active (Chivasa & Simbanegavi, 2016; Mhlanga, 2020a). This
information is well presented in Figure 2 below which shows financial exclusion by the province in
Zimbabwe.

Figure 2: Financial exclusion by the province in Zimbabwe
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Source: Chivasa & Simbanegavi, (2016) Zimbabwe National Financial Inclusion Strategy (2016)
Mhlanga, (2020a).

As indicated in Figure 2 above; Matebeleland North was the province with the highest number of
excluded people followed by Mashonaland Central, Mashonaland East, Matabeleland South and
finally the lowest is Harare. As shown in the figure above rural areas are those with the highest
number of people who are financially excluded. The major reasons for low levels of inclusion given by
Chivasa and Simbanegavi (2016) are poor income levels or low levels of culture/knowledge for saving
wealth in other forms like cattle/livestock. The other point that was given is the high level of poverty
which is exacerbated by financial illiteracy(Mhlanga, 2020a). Figure 2 also indicates that urban areas
are better off concerning financial inclusion compared to rural areas. For instance, Harare and
Bulawayo were the two provinces with the lowest financial exclusion of the adult population. The
reason for the low levels of financial exclusion is the fact that these are capital cities with many
financial institutions and the people in these places are generally financial literate compared to urban
areas.

3. Empirical Literature Review

There are many theories of financial inclusion that tries to give a picture of the benefits and some of
the circumstances that affect or motivate households to participate in the financial market (Chivasa &
Simbanegavi, 2016; Ozili, 2020). Ozili (2020) argued that there are conflicting ideas on the final
beneficiary of financial inclusion outcomes. We have studies that insinuate that the ultimate
beneficiaries of financial inclusion efforts are the poor while others argue that the ultimate
beneficiaries are only women (Bhandari, 2018; Ghosh & Vinod, 2017; Demirguc-Kunt et al, 2013;
Swamy, 2014; Ozili, (2020). The other group of researchers believe that the economy and the financial
system benefit more from financial inclusion outcomes (Mehrotra & Yetman, 2015; Ozili, 2018).
Ozili(2020) also argued that despite women and poor people, the youth, the elderly, institutionalized
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and ill people, the disabled people and those who were previously expelled from the financial sector
are some of the groups ignored who can benefit more from financial inclusion.

Akileng et al. (2018) examined financial literacy and financial innovation with a deep objective
to understand if these variables improve financial inclusion among households in Uganda. Using the
survey data and regression analysis, the study found out that financial innovation and financial
literacy are the best determinants of financial inclusion among households compared to variables like
cost of the transactions, age and location. The conclusion that was given by Akileng et al. (2018) was
that when households are financial literate, they can make informed decisions about the financial
products and services. In another study, Okoroafor et al. (2018) assessed the determinants of financial
inclusion in Nigeria using time series data from 1990 to 2016. The results that the researcher found
were completely different from those found by Akileng et al. (2018). Okoroafor et al. (2018)
discovered that the higher GDP of a nation improves financial inclusion in the financial system. It has
been also discovered that the increase in broad money in circulation in a nation improves financial
inclusion (Okoroafor et al., 2018). The other independent variable that was found was the usage of
the internet, the more people make use of it, the more financial inclusion improves. The other
conclusion by Okoroafor et al. (2018) was that internet use is critical because it helps to reduce the
cost of transactions through the use of mobile money and automated teller machines. The use of
mobile money was also viewed as a way that can help to improve the delivery of mobile money in
remote areas in the nation as it allowed home banking to be a reality since these mobile money
accounts can be operated also by illiterate people.

Amoah et al. (2020) also went a step to examine the motivating factors for use of mobile money
in Ghana. Using the logistic regression, the study discovered that the phone service recharge, the
education level and income level of the household are the key determinants of mobile money use in
Ghana. The study also found out that the use of mobile to access social and economic services can go
a long way to promote financial inclusion and financial empowerment. Dar and Ahmed (2020) also
sought to understand the determinants of financial inclusion and the determinants of barriers to
financial inclusion in India. The study also sought to determine the determinants of informal
financial activities in India. The study discovered that gender, age, education and income were the
significant factors in influencing financial inclusion. These factors were also seen to be critical in
improving informal saving and borrowing.

Ali et al. (2020) also sought to assess the determinants of Islamic financial inclusion in
Indonesia. Through the use of the analytic network process to get expert opinions from academics
and practitioners the study found out that financial inclusion was influenced by demand-side and
supply-side factors. On the demand side, Islamic financial inclusion was influenced by financial
literacy, religious commitment, socioeconomic factor and social influence while the supply side of
Islamic financial inclusion was influenced by the level of importance of human capital, the nature of
products and services, the infrastructure as well as the policies and regulation. All these factors were
viewed as important factors in creating an enabling environment for policymakers to strengthen
Islamic financial inclusion in Indonesia (Ali et al., 2020).

4. Research Methodology and Data

This research used primary data that was collected using a structured questionnaire. The
questionnaire went through ethical clearance at North-West University through the North-West
University Education, Management and Economic Sciences, Law, Theology, Engineering and Natural
Sciences Research Ethics Committee (NWU-EMELTEN-REC) under the clearance number NWU-
00354-19-2A. Data sources were household heads both male and female who were into farming
during the survey. In Zimbabwe, these farmers are commonly referred to as A1 and Az farmers. A1
model is generally referred to as communal subsistence farming which comes as a village or self-
contained model variant (Goebel, 2005). On the other hand, the A2 farming model comes in as small-
scale, medium, and large scale farming models (Chigumira, 2010). For purposes of this study on the
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A2 farming model, only small-scale farmers have been part of it. The study used a structured
questionnaire to collect the data following the works of Malhotra (2010); Meyer (2018) and
Matsekoleng and Mapotse (2018). Through the use of non-probability convenient sampling, the study
successfully analyzed the data collected from 405 smallholder farmers in 2019.

4.1 Multinomial Logit Model Data Analysis

The study investigated the factors that influences households to choose the different services
provided by financial institutions which include account ownership, savings account, or credit
account and insurance. As a result, the dependent variable did not assume one category, it had more
than one category which motivated the adoption of the multinomial logistic regression. The
dependent variable was described as financial inclusion with three categories. The multinomial
logistic regression was used to investigate the determinants of financial inclusion among smallholder
farmers. As articulated by Madhu et al. (2014); Hanushek and Jackson (2013) and Mhlanga (2020a) the
multinomial is also known as polytomous logistic regression, a form of binomial logistic regression
used in circumstances where the dependent variable assumes more than two mostly unordered
categories. The multinomial logistic regression uses the maximum likelihood estimation just like the
logistic regression to evaluate the probability of a categorical membership.

The study followed the works of Greene (2003). In this case the ith respondent faced with j
choices, the utility choice j was expressed as: U;; = Z;; + €;; (1)

After assuming that the household will come with a choice j, then U;; was the maximum utility
that the respondent could obtain from the j choices The final result was the statistical model which was
derived by the probability that choice j is made, which is expressed as: Pr (U;;>Uy) for all other k=j (2)

In equation 2, Uj;is the utility of the i*" household, from financial service j while Uy, is the
utility to the i*"* household from financial service k. Brown and Brown (2006) stated that the choice
of the household is the optimal allocation of the asset endowment if the i*" respondent’s utility is
maximised as a result of the selected livelihood strategy.

As a result, the decision of the i" household can ultimately be modelled through maximizing
the expected utility by selecting the j* financial service among j discrete financial services as shown
in the equation: max; = E(U;;) = f;(x) + &,/ =0..] (3)

The outcome variable has ] categories, the j** livelihood strategy that the i** the household will
choose to maximize utility could take the value of 1 if the i*® household choose j" financial service
and o otherwise. Therefore, the probability that a household with characteristics x chooses the

exp (X[B) .
72:08@ (X{lfj)'] =0..3 (4)
Applying the requirement that Z‘J:O P;j = 1 for any i. Where P;; = probability representing the i*"

financial service j, P;; can be modelled as: P;; =

respondents’ chance of falling into category j. X = predictors of response probabilities. 5;= covariate effects
specific to the jt* response category with the first category as the reference. To remove an indeterminacy
in the model, appropriate normalization that is to be carried out should assume that this arises because
probability sum to 1, so only ] parameter vectors are needed to determine the j+1 probability, so that,
exp(X;p;) = 1 (Greene, 2003; Mapfumo, 2015). This will imply that the generalization equation (4) above
exp (X)) ePixi

),forj=0,2...] and Pr(Yizj)zzl

_— ] =
1+Z;=1 exp (Xi’[i’]- X=0 ePrxi’

is equivalent to:Pr(y; =j/X;) = P;; =

01..J (5)
Where, B;= a vector of coefficients on each of the household attributes, ;= the vector of

coefficients of the base alternative and j denotes the specific one of the j+1 possible livelihood choices.

The model was used to highlight key household attributes like education and gender that
differentiate the access to various financial services from financial institutions by households. The
objective was to investigate the determinants that influences households to choose among the
different financial services in a given period. A rational household head chooses among the three
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mutually exclusive financial services to derive maximum utility. In this case, the three services
include transaction account, credit account and insurance. The table below is showing the
independent variables used in the study.

Table 1: Independent variables

Variable Unit Expected Sign

Education level Number +

Gender of household head Male =1, Female = o +/-
Age of household head Number +/-
Household size Number +/-
Off-farm income Unites States Dollars deff=
Land Size Hectare +

Informal Credit Participation Dummy Variable : Participation = 1 Non-Participation = o -

Agricultural Extension Service Dummy Variable : Participation = 1 Non-Participation = o +/-
Transaction cost Cost of withdrawal, Opening account +/-
Distance from the financial institution|Distance in kilometres +/-
Financial literacy Knowledge about financial products +/-
Marital status Married=1,Divorced=2,Widowed=3 +/-

Source: Mhlanga (2020a)

The table above is showing all the independent variables used in the study with the final model being
specified in equation 6 as [FI =, + f,EDUCL + B,GENDHH + B;AGEHH + B,HSIZE + BsOFF —
FARMI + BsLANDSIZE + B,INFINPART + BgAGREXTSERVI + BoDISTANCE + B,,TRANSCOSTS +
BiAFINLIT + B, MT + & (6)

4.2 Results and discussion on the determinants of financial inclusion through the multinomial logistic
regression model smallholder farmers

Demographic Information Related to the Sample Size

Table 2: Gender composition of the Sample

Gender composition of the households in the sample

Female 142 35%
Males 263 65%
Total 405 100%

Source: Author’s Calculations

Table 2 above indicates that from a total of 405 households who successfully participated in the
survey, 142 translating to 35 per cent were females while 263 translating to 65 per cent were males.
Table 3 is summarizing the multinomial logistic regression results.

The following table is showing the results from the multinomial logistic regression.
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Table 3: Multinomial logistic regression results

Variable | B |Std. Error| Wald |Df| Sig. |Exp(B)|95% Confidence Interval Exp(B)
Transaction Account Lower Bound | Upper Bound
Intercept .509 | 1.057 231 |1]| .631
Household size 378 115 10.859| 1 |.001***| 1.459 1.166 1.827
Transction costs .082 .036 5.229 | 1 |.022** | 1.085 1.012 1.165
Age -.029| .016 3114 | 1| .078% | .972 .941 1.003
Distance -.089| .100 791 | 1| 374 | .915 753 1.113
Off-farm income -.002| .o001 1.986 | 1| 159 | .998 .996 1.001
Gender 378 .370 1.044 | 1| 307 | 1.460 707 3.014
Agricultural extension service(1) | .845 481 3.086 | 1 | .079* | 2.328 .907 5.974
Marital status (1) -370| 355 |1.086 1| .297 | .690 344 1.386
Financial literacy -.211 355 351 [1]| .553 | .810 .404 1.625

Credit Account

Intercept -.903| 1.029 770 | 1| 380

Household size 108 112 933 | 1] 334 | 114 .895 1.388
Transaction costs -.030| .035 742 | 1| 389 | .970 .905 1.040
Age .026 .016 2.719 | 1 | .099* | 1.026 .995 1.058
Distance .003 .097 .00l [ 1| .975 | 1.003 .829 1.213
Off-farm income .003 .001 6.657 | 1 | .010** | 1.003 1.001 1.005
Gender 335 362 857 | 1| 355 | 1.398 .688 2.842
Agricultural (1) .085 454 .035 | 1] .852 | 1.088 447 2.652
Marital Status (1) -198| 346 327 | 1] 568 | .820 416 1.617
Financial Literacy (1) -228| 347 431 | 1| 512 | 796 .403 1573

Reference Category Insurance

Model Fitting Information -2 Log Likelihood Intercept Only (709.498), Final (617.880) Chi-Square (91.619) df (18) Sig. (0.000)
Goodness-of-FitChi-SquarePearsons78.343 Deviance 570.793 df (372) Sig. (0.000) Pseudo R-Square, Cox and Snell.202,
Nagelkerke.238 McFadden.ug(significant at 1 percent***, 5 percent**, 10 percent*)

Source: Mhlanga (2020a)

The model went through the multicollinearity test and the Pearson correlation coefficient results
highlighted that there was no multicollinearity. In relation to multicollinearity, all the independent
variables had correlation coefficient values were less than 0.8 and -0.8 indicating that the variables
had no problem of multicollinearity. The final results from the multinomial logistic regression
indicated that the size of the household, transaction costs, gender and agricultural extension were
the significant factors influencing household to have a transaction account taking insurance as a
reference category. Household size was significant at a 1 per cent level of significance with a (P-value,
.001). The results also revealed that household size had a positive influence on the probability of a
household having a transaction account with an odds ratio of 1.459. The meaning of this is that an
increase in the size of the household by a unit will influence the probability of demand for a
transaction account by 1.459. The positive impact of household size on the demand for a transaction
account was in line with the a priori expectation in the study. There is a possibility that the size of the
household can influence a household to have a traction account positively or negatively. The results
were supported by various scholars like Chandio et al. (2017) and Evans (2016). Concerning
smallholder farming household with more members tend to have more output as a result of more
labour. This can also increase the income from the sales of the output encouraging the household to
have a transaction account.

The results also revealed that transaction costs were a significant variable in influencing
households to have a transaction account. Transaction costs were significant at a 5 per cent level of
significance with a (P-value, .022) and odds ratio of 1.085. Transaction costs had a positive influence
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on households to have a transaction account. This means that the lower the transaction costs the
higher the probability of the households having a transaction account. The a priori expectation was
that transaction costs can motivate or demotivate households to demand transaction account. When
transaction costs are high the demand for a transaction account declines and the opposite is true. The
results were supported by many authors like Oyelami et al. (2017) and Kodongo (2018) who indicated
that high transaction costs can discourage households to demand financial products and services
provided by financial institutions, while low transaction costs can encourage the use of them.

The other important finding from the results was that age of the household was among the
significant factors in influencing demand for a transaction account. The variable was significant at a
10 per cent level of significance with a (P-value, .078) and odds ratio of 0.972. The variable had a
negative influence on the demand for a transaction account. The meaning of the results was that
when the age of the household increases by a unit, the probability demand for a transaction account
declines by approximately 0.972. The variable age can have a positive or negative influence on the
demand for financial products and services. Positively as the age of the people improves them. They
tend to understand the importance of financial products and services more compared to when they
are young, and this will lead them to use more of these services and products up to a point where the
demand starts to decline with old age. This was supported by several studies like Sanderson et al.
(2018); Masiyandima et al. (2017); Kodongo (2018); and Evans (2016). Sanderson et al. (2018) revealed
that age can have a positive influence on financial inclusion up to a certain age beyond which it will
become negative. This will have to mean the demand for financial products increases up to a certain
point beyond which it will decline.

Moreover, the results also indicated that agricultural extension service was significant with a
positive significant influence on demand for a transaction account. The variable was significant at a
10 per cent level of significance with a significant (P-value, 0.079.). The results implied that
households who are recipients of agricultural extension services have more chances of having a
transaction account compared to households who did not participate in agricultural extension
services. Participation made it possible for households to receive high yields which in effect
influences the desire to use financial products and services. These results were supported by the
author like Akudugu (2013) and Yakubu et al. (2017) who found out that agricultural extension service
is critical in influencing households to use financial products. The study also sought to investigate the
factors that influence households to demand credit. The results highlighted that transaction costs,
marital status and financial literacy were the variables with a negative influence on financial inclusion
while household size, age of the household head, distance to the nearest financial access point, off-
farm income, gender and agricultural extension service were the variable with a positive influence on
financial inclusion in terms of demand for credit by the households. Finally, the results indicated that
off-farm income and age of the household were the only two significant variables in influencing
households to borrow.

The variable age had a positive influence on the demand for a credit account and it was
significant at 10 per cent with a (P-value,0.099) and an odds ratio of 1.026. The variable age had a
negative influence on demand for a transaction account while on the demand for credit the variable
had a positive influence. This is in line with arguments given by various scholars like Nguyen (2007)
and Buckley (1997). The scholars argued that the age of the household can have a negative or positive
influence on financial inclusion. Nguyen (2007) argued that at a young age demand for credit
increases especially among the youth due to little wealth. The argument given was that for the youth
to increase wealth, they tend to borrow more up to a point where the demand declines (Nguyen,
2007; Buckley, 1997). In this way, age increases the probability of demand for credit among the
smallholder farmers up to a certain point beyond which the demand will decline.

The results went on to show that off-farm income was significant at a 1 per cent level of
significance with a positive significant influence on the probability of households to borrow or to
have credit. The variable had an odds ratio of 1.003. The meaning of these results was that a unit
change in the income of a household is associated with a 1.003 increase in the probability of demand

56



E-ISSN 2281-4612 Academic Journal of Interdisciplinary Studies Vol 10 No 6
ISSN 2281-3993 www.richtmann.org November 2021

for credit. This result was supported by several scholars who found out that the amount of income an
individual has, influences the individual to participate in the formal financial institution
(Musabanganji et al., 2015; Chandio et al., 2017; Kodongo, 2018). This result concurred with the result
found using the index of financial inclusion and the logit model that off-farm income positively
encourages households to participate more in the formal financial institution.

5. Conclusion and Policy Recommendations

The purpose of the study was to assess the driving factors of financial inclusion among the
smallholder farmers in Sub-Saharan Africa with a direct focus on Zimbabwe. Using the multinomial
logit model results, with insurance as the reference category, the results indicated that the size of the
household, transaction costs, gender and agricultural extension service were the factors influencing
the demand for a household to open a transaction account. On the other hand, off-farm income and
age of the household were the only two factors significantly influencing households to borrow. The
results highlighted that agricultural extension services are important in influencing households to
have a bank account, this shows that households who receive financial education through various
extension services stand a better chance of opening a bank account. Transaction costs were also
identified to affect the households participating informal financial markets. It is therefore important
to ensure that financial services providers review transaction costs and charges periodically because it
is one of the variables that can prevent households from using financial services. Also, the
government needs to scale up the extension services to the farmers as they equip them with
important information that can help them to be able to participate in the financial sector. In short,
the government of Zimbabwe should come up with more policies that encourage farmers to
participate in the formal financial market as financial inclusion can help to fight poverty and the
general development of societies.
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