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Analyzing the relationship between institutional frameworks and 

financial inclusion in rural Uganda: A social network perspective 

 
Abstract: 
Purpose – The purpose of this paper is to report the findings on the mediating 
effect of social network in the relationship between institutional frameworks and 
financial inclusion in rural Uganda. 
Design/Methodology/Approach – The study adopts a cross-sectional research 
design to collect data used to test for mediation under this study. Structural equation 
model (SEM) through use of Bootstrap in AMOS (analysis of moment structures) was 
adopted to establish existence and type of mediation by social network in the 
relationship between institutional frameworks and financial inclusion.  
Results – Social network had a partial mediating effect through institutional 
frameworks on financial inclusion. In addition, institutional frameworks through its 
regulative, normative, and cultural-cognitive pillars also have a significant direct 
effect on financial inclusion. Besides, social networks had a significant effect on 
financial inclusion. This suggests that there exist both a direct effect of institutional 
frameworks on financial inclusion and an indirect effect of institutional frameworks 
through social network on financial inclusion. 
Research limitations/shortcomings – While the sample for this study was big 
enough, it limited itself to only poor households in rural Uganda. Besides, the current 
study adopted cross-sectional design, thus, leaving out longitudinal design to 
investigate the characteristics in our sample over time. 
Originality/Value – The study recommends that social network, which acts as a 
conduit through which useful information flow and can be shared, play a critical role 
in mediating in the relationship between institutional frameworks and financial 
inclusion in rural Uganda. Therefore, our study contributes to existing body of 
literature by highlighting the mediating influence of social network in the 
relationship between institutional frameworks and financial inclusion, especially in 
rural Uganda. 
Contribution – The study makes significant empirical contribution and 
implications to financial inclusion policy makers on evidence of the critical role 
played by social network in indirectly enhancing the relationship between 
institutional frameworks and financial inclusion of the poor who are vulnerable to 
exclusion by main stream financial services providers.  
 
Paper Type – Research paper 
 
Key words: financial inclusion, institutional pillars, network ties, the poor, 
                     confirmatory factor analysis, structural equation model 
 
Introduction 
The importance of social network cannot be down-played in promoting information 
diffusion among economic actors in rural communities. Network theorists assert that 
strong network ties (Bourdieu & Wacquant, 1992) create trust and fore-bearance 
(Piore & Sabel, 1984) among actors, thus, resulting into access to scarce resources 
such as information in social structures since all actors are considered beneficiaries 
(Burt, 2001).  

Contextually, Ministry of Finance, Planning & Economic Development (2002) 
defines a poor person as “an individual who faces the situation of poor health, low 
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level of income and consumption, unemployment, illiteracy, low level of production, 
physical insecurity, disempowerment, and isolation socially and geographically”. 
Similarly, World Bank (2006) posits that ‘‘a person is considered poor if his or her 
consumption or income level falls below some minimum level necessary to meet 
basic needs’’. This minimum level is usually called the ‘‘poverty line’’. Thus, the poor 
are those persons who live in households whose consumption and income levels fall 
below some minimum level necessary to meet basic needs. This minimum level is 
below $US 2 per day. 

Conversely, World Bank (2007) argues that these persons labelled ‘‘poor’’ are 
also consumers of financial services. This is supported by the fact that they also save, 
borrow, and make payments in their daily lives. Unfortunately, existing evidence in 
Uganda reveals that access to and use of formal financial services by the poor have 
remained low (FinScope, 2013; Bank of Uganda, 2014; Kasekende, 2013). Indeed, 
only 28% of the rural population have access to and use of formal financial services. 
Besides, Sarma (2010) in a study of index for financial inclusion, ranked Uganda in 
the 47th position out of 49 countries with Index for Financial Inclusion (IFI) of only 
0.021 percent compared to Austria in 1st position with IFI of 95 percent. 

Bebbington (1999); Rose (1998) reveals that where formal institutions do not 
work well, social networks and social ties can provide an informal substitute to 
enhance people’s access to different resources, markets, and opportunities. van 
Bastelaer (2000) observed that social networks are found to be important elements 
within most formal and informal programs that provide access to and use of financial 
services to the poor. According to Durlauf & Fafchamps (2005), social networks and 
associations that create shared knowledge, mutual trust, social norms, and unwritten 
rules act as informal institutions engulfing the objectives the poor in social 
structures. Indeed, social networks among the poor increases information availability 
and sharing that lower transaction costs and opportunistic behaviour, especially in 
financial markets (Grootaert & Bastealer, 2002).  

Biggs et al., (2002) suggest that in accessing financial services like credit, 
social networks supply information and mechanism of enforcement (see also 
Narayan & Prittchet, 1997). Furthermore, Ahlin & Townsend (2007) also notes that 
social networks among the poor acts as a screening device to determine 
creditworthiness, thus, expanding the scope of financial inclusion. Thus, the poor 
with good repayment characters have been able to access credit from formal financial 
institutions (see e.g. Heikkilä et al., 2009; Karlan, 2007; Fafchamps & Minten, 2002; 
Okten & Osili, 2004).  

Studies by Besley & Coate (1995) indicate that sanction among the poor in 
group lending can reduce the moral hazard of repayment as well as play important 
roles in peer monitoring. Floro & Yotopolous (1991) also suggests that social ties and 
the resulting potential for sanctions between poor household members help mitigate 
adverse selection and moral hazard problems in joint liability lending contracts due 
to social leverage that extends beyond the lending contract. Additionally, Aryeetey 
(2005) also suggests that pressure to repay a loan, which is directly linked to peer 
monitoring mechanism based on existing social networks, reduces the problem of 
default and, thus, access to more financial services by the poor. 

Whereas theoretical assertions and assumptions indicate that institutional 
frameworks and social networks exist in literature, empirical evidence investigating 
the mediating role of social network in the relationship between institutional 
frameworks and financial inclusion is lacking, especially among the poor in rural 
Uganda. Thus, the desire to understand the critical role of social networks in the 
relationship between institutional frameworks and financial inclusion is the 
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motivation for this study. The result is expected to enlighten scholars and policy 
makers on the importance of social networks in enhancing information flow and 
circulation about scarce resources by reducing transaction costs and opportunistic 
behaviours in order to promote efficient economic activities in the financial market. 
Therefore, a more detailed discussion of the indirect impact of institutional 
frameworks through social networks is covered in the following section under this 
study. 
 
Literature review 
 
Institutional frameworks and financial inclusion: social network as a 
mediator 
 
Fafchamps & Minten (1998) observe that in a world of imperfect information, 
relations among individuals increase the flow of information to create opportunities 
such as access to credit (see also Granovetter, 1973; Burt, 1992). Social networks 
among actors enhance availability of information about scarce resources such as 
credit and opportunities within a given society, especially in rural areas. 

Scholars like Bebbington (1999); Rose (1998) argued that where formal 
institutions do not work well, social networks and social ties can provide an informal 
substitute to enhance people’s access to different resources, markets, and 
opportunities. Social networks are found to be important elements within most 
formal and informal programs that provide access to credit by the poor (van 
Bastelaer, 2000).  

Biggs et al., (2002) suggest that in accessing financial services like credit, 
social networks supply information and mechanism of enforcement (see also 
Narayan & Prittchet, 1997). Furthermore, Ahlin & Townsend (2007) also notes that 
social networks among the poor acts as a screening device to determine 
creditworthiness, thus, expanding the scope of financial inclusion. Thus, the poor 
with good repayment characters have been able to access credit from formal financial 
institutions (see e.g. Heikkilä et al., 2009; Karlan, 2007; Fafchamps & Minten, 2002; 
Okten & Osili, 2004).  

Indeed, information flow and sharing among the poor in social networks is 
important for forging ties within and across communities, which helps in screening, 
monitoring, and sanctioning in borrowing (Granovertter, 1973). Additionally, 
Devereux & Fishe (1993); Stiglitz (1990) observed that social networks reduce 
imperfect information and create good conditions for social sanctions. Here we 
derive the hypothesis, which state that:  
 
H1: Social network mediates the relationship between institutional frameworks and 
financial inclusion. 
 
Social network and financial inclusion 
 
van Bastelaer (2000) argues that social networks are found to be important elements 
through which most financial services’ providers extend basic financial services to 
the poor. Biggs et al., (2002) suggest that in accessing financial services, social 
network helps the poor by supplying information and it acts as a mechanism of 
enforcement (see also Narayan & Prittchet, 1997). Indeed, Khanh (2011) observes 
that social network of relationships are a core issue in access to financial credit, 
especially for poverty reduction in rural areas. Besides, Karlan (2007) contends that 
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social networks between group members are an essential tool for screening and 
recommending loan applications and for ensuring that contracts are enforced since it 
provides information about everyone within the group.  

Thus, existence of wider (denser) social network increases frequency of 
interaction through which information about existing opportunities flow and are 
effectively shared based on norms. Therefore, for the poor, social network provides 
information and opportunity for availability of financial services such as credit for 
network members and as well acts as a screening mechanism. This will increase 
access to and use of basic financial services among the poor (Okten & Osili, 2004). 
Thus, we generate the hypothesis that: 

 
H2: There is a significant relationship between social network and financial 
inclusion. 
 
Institutional frameworks and social network 
 
World Bank (2002) observes that where more ethnic groups exist in a given economy 
each with its own set of customs and norms for doing business, the complexity of the 
coordination problem mush-rooms. As group size grows, information processing 
command and enforcement within the group becomes difficult. Information flows 
about business opportunities may be available only to members of a group, with 
outsiders excluded because of linguistic or cultural barriers (Greif, 1998). Besides, 
information may also be shared during the process of intra community social 
occasions, thus, this may make it difficult for outsiders to gain access. Therefore, 
informal norms may limit trade and access to resources because it may exclude those 
who are not part of the social sanction.  

Thus, without institutional frameworks of formal/regulative institutions for 
dispute resolution, economic exchange between groups willing to trade or share 
information about access to resources cannot be enforced. This is supported by Scott 
(2001) who argues that through complementarity, the relationship between formal 
rules and informal association affects the actors’ interests and activities such as 
group linkages and participation (North, 1990).  

Information flow and sharing among actors like the poor in social network, is 
important for forging ties within and across communities for economic exchange 
(Granovertter, 1973). Social network enhances availability of information about 
scarce resources such as credit and opportunities within a given society, especially in 
rural areas. Indeed, efficient informal mechanisms for information sharing through 
informal networks communicate information about business opportunities, barriers, 
and potential partners to fellow group members.  

Fehr & Gächter (2000) observe that in all societies, systems based on social 
norms or networks (informal institutions) are a central means of facilitating market 
transactions because opportunistic behaviours are sanctioned. The information 
network lowers the riskiness of transactions as members gain information about the 
quality of partners and the business environment (Acemoglu et al., 2000). The 
medieval Genovese traders is an outstanding example of the use of formal rules in 
stimulating market activity by supplanting community social norms and networks 
(for e.g. see Austin, 1993; Banerjee, Besley & Guinnane, 1994). Therefore, here we 
hypothesize that: 
 
H3: There is a significant relationship between institutional frameworks and social 
network. 
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Institutional frameworks and financial inclusion 
 

North (1990) conceived institutions as the rules of the game of a society or the 
humanly devised rules or constraints that structure political, economic and social 
interaction and their enforcement characteristics. Scott (2001) referred to it as the 
regulative, normative and cultural–cognitive are central building blocks of 
institutional structures, which provide elastic fibers that guide behaviour and actions 
of actors.  

According to North (1990), institutions devise and influence the ways in which 
economic actors get things done in context involving human interaction. Indeed, 
institutions structure incentives in human exchange (economic) by defining and 
limiting sets of choices and actions for individuals. In contention, Scott (2001: pp. 
49) argued that the regulative, normative, and cultural–cognitive pillars are the 
central building blocks of institutional structures, which provide elastic fibres that 
guide behaviour and actions of actors in economic exchange.  

Agarwal (2008) argues that in financial markets, information asymmetry 
arises because of the nature of the market. There is information asymmetry as a bank 
does not know as much as the poor who are the borrower. Similarly the poor who 
borrows from the bank may not also know about the prospects of the bank as much 
as its management.  

Thus, institutional frameworks of formal rules and informal norms act to 
mitigate the uncertainty of the borrower’s ability to repay the loan and his propensity 
to default on the deal. Moreover, institutional frameworks devise the rules of the 
games and humanly devise constraints to guide economic exchange by promoting 
information exchange and sharing (North, 1990). This is supported by Fafchamps 
(1996) who suggests that a formal record of the borrower’s credit history decides his 
creditworthiness, while the lender has recourse to specialized courts of law to enforce 
the formal loan contract.  

Findings by Okello, Ntayi & Munene (2016) reveal that poor households’ 
behaviour and actions largely depend on institutional frameworks that either 
promote or limit their financial decisions and choices, which determine their 
inclusion or exclusion from access and use of basic financial services. This is 
supported by World Bank (2002) statement that ‘‘a complex blend of institutions 
(both formal & informal) promotes and limits market activities by setting 
mechanisms, which guide behaviours and actions of players such as the poor. Thus, 
access to and use of basic financial services by poor households in rural Uganda is 
determined by their behaviors and actions, which either promotes or limits their 
financial decisions and choices guided by institutional frameworks.  
 
Regulative pillar and financial inclusion 
 
Regulative institutions are referred to as ‘‘prescriptions and proscriptions which are 
written and unwritten rules of the game and the state as rule maker, referee, and 
enforcer’’ (North, 1990). Scott (2001) also contends that regulatory processes involve 
the capacity to establish rules, inspect others conformity to them, and, as necessary, 
manipulates sanctions rewards and punishments in an attempt to influence future 
behaviour. According to Kostova (1997), the regulative component of a country’s 
institutional characteristics is those existing laws and rules in a particular national 
environment that promote certain types of behaviours and restrict others. 

As noted by World Bank (2002), markets work if they have rules, which 
influence future behaviour and actions of participants, especially in poor markets. 
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Thus, in so doing, they constraints and promote certain behaviour of the poor. 
Available literature from Uganda reveals that lack of assurance to savers of safety of 
their member-savings whenever there is collapse of any financial service providers is 
a major challenge to financial inclusion of the poor (Kasekende, 2011). This is 
consistent with Mpuga (2008), who argued that in Uganda, the poor generally fall 
outside formal legal frameworks. The legal system (formal law courts) is largely a 
preserve of the urban areas because it operates far away from the rural poor, 
effectively excluding over 80 percent poor households (Akampumuza, 2007). 
 
Normative pillar and financial inclusion 
 
Norms are the informal rules (conventions and code of behaviour) that facilitate, 
motivate, and govern joint action of members of close-knit groups (North, 1990). The 
informal constraints (norms) shapes choice set of individuals in various contexts. 
Similarly, Scott (2005) argued that normative components of institutions define 
what is appropriate and right for a society’s members. As such, when an institution 
promotes the correct way of behaviour, even in the absence of legal or other 
sanctions, that institution influences individual actions by normative processes. 
World Bank (2002) observed that norm-based institutions are, especially critical for 
the poor, who often lack formal alternatives to guide their behaviours and actions in 
markets.  

Scholars such as Acemoglu et al., (2000) observed that since poor households 
are not detached from social settings where norms are the order of the day, their 
financial behaviour and actions towards financial inclusion is derived from 
normative institutions. This is consistent with World Bank (2002) argument that 
normative institutions play a primary role in determining financial choices of the 
poor. 
 
Cultural-cognitive and financial inclusion 
 
The cultural-cognitive aspects of institutions are the shared conceptions that 
constitute the frames through which meaning is made (Scott, 2001). It is 
characterized by interpretation and conceptions of meaning by actors. The cultural-
cognitive institution recognizes that internal interpretive processes are shaped by 
external cultural frames.  

According to Snow & Benford (1992); Snow et al., (1986), meaning is 
mediated by the use of varying cognitive frames such as metaphors, symbols, and 
cognitive cues that cast issues in a particular light and suggest possible ways to 
respond to these issues. This is consistent with Kostova (1999) who observed that 
cognitive programs such as schemas, frames, inferential sets, and representations 
affect the way people notice, categorize and interpret their environment. 

Markus & Zajonc (1985) argued that the poor’s mind registers incoming 
financial information and then subjects it to a variety of transformations before 
ordering a response. Procedural (implicit) and declarative (explicit) memories helps 
the poor to recall and call back financial information that is explicitly stored to make 
meaning and sense repeatedly. This is supported by Horn & McArdle (2007); 
McArdle & Woodcock (1998) who elucidate that most of the poor may depend in part 
on their ability to invoke several dimensions of their memories and cognitive skills to 
make better financial decisions so as to be financially included. Hence, the following 
hypotheses are generated:   
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H4: There is a significant relationship between institutional frameworks and 
financial inclusion. 
H4a: There is a significant relationship between regulative pillar and financial 
inclusion. 
H4b: There is a significant relationship between normative pillar and financial 
inclusion. 
H4c: There is a significant relationship between cultural-cognitive and financial 
inclusion. 
 
Thus, drawing from the above literature review, the hypothesize research model is 
indicated in figure 1 below. 
 
Figure 1: Hypothesized Research Model with latent and manifest variables 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Developed by the authors 
 
 
Study design and methodology 
 
The study combined both cross-sectional and quantitative designs to address the 
hypotheses derived under this study. The population for the study comprised of 
1,200,000 Million poor households residing in rural Uganda (UBOS, 2012). A total 
sample of 400 poor households was covered under this study and this was 
determined through the formulae developed by Yamane (1973) for sample selection. 
The formula was stipulated as below:    

n = (N/1+N (e)²) 
Where; n = sample size; N = total population; e = tolerable error (0.05 or 95%). 

Furthermore, simple random sampling method was applied in choosing the 
sample. The picking procedures involved putting pieces of papers labelled with 
unique numbers and each was picked at a time until a sample size of 400 poor 
households was achieved. The unit of analysis under this study comprised of poor 
households with households’ heads as the main unit of inquiry/respondents. For the 
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purpose of sufficient sample size as recommended by Pallant (2005) and Hair et al., 
(2010), 400 households’ heads were selected for this study and 375 responses were 
received back. However, since we had the telephone contacts of all the respondents, 
25 questionnaires which were incomplete were sent back to the respondents and they 
were fully answered. Therefore, we added 375 responses that were originally received 
back together with 25 questionnaires that were fully answered later after follow-up 
and a total of 400 responses were achieved in the study. This accounted for 100 
percent response rate. The results from the data analysis did not differ much from 
the previous results with missing responses.  

The study used a semi-structured questionnaire, which was developed 
according to guidelines set by Sekaran (2000) in order to suit the context in which 
the current study was conducted. In addition, the questionnaire was designed based 
on recommendations stipulated by Churchill & Iacobucci (2004), which considered; 
the type of information to be sought, type of questionnaire and methods of 
administering, content of individual items, form of responses, wording of each 
question, sequence of questions, physical lay-out and characteristics of the 
questionnaire, and pre-test of the questionnaire. The semi-structured questionnaire 
had both open-ended and closed-ended questions to investigate the variables under 
study in rural Uganda. The open-ended responses provided useful information and 
insights for purpose of triangulation. The questionnaire was semi-structured to elicit 
both determined and pre-determined responses from the respondents. 

Institutional frameworks were splitted into four constructs of regulative, 
normative, procedural cognition, and declarative cognition. Recently Okello, Ntayi & 
Munene (2016) in their study of institutions found that the cultural-cognitive pillar 
of institutions for poor households in rural Uganda is divided into the procedural and 
declarative cognition that enables them to make wise financial decisions and choices. 
Overall, a total of eight items were used in measuring institutional frameworks as 
stipulated by North (1990) and Scott (2005). Each of the constructs had a maximum 
of two items. Regulative institutional framework was measured based on compliance 
and due diligence in financial dealings, while normative institutional framework was 
measured based on loyalty and honouring financial dealings. Further, the constructs 
of declarative and procedural cognitive institutional frameworks were measured 
based on ability to easily handle and make wise financial decisions, and on the 
criteria of being able to evaluate, memorize, and remember financial information.  

Social network was measured on the basis of its characteristics, which creates 
ties, interactions, and interdependence among actors. It was measured on the basis 
of friendship, belonging to social groups, closeness, participation in social groups, 
and being helpful within the groups. These measures were derived from items used 
by previous scholars such as Okten & Osili (2004), Ahlin & Townsend (2007), 
Godquin & Quisumbing (2005), which were found to be reliable and valid in 
studying networks and financial inclusion.  

Financial inclusion was measured using the dimensions of access, quality, 
usage, and welfare as adopted from previous scholarly work such as Čihák, et al., 
(2012), Claessens (2006), Kempson (2006) and development institutions like World 
Bank, CGAP, and ACCION & AFI. Therefore, in developing the measurement scales 
to suit the study context, further reference was made to Ardic et al., (2011); Kendall 
et al., (2010); Beck et al., (2008) that stipulates financial inclusion pillars and 
dimensions. Indeed, all the items used to measure the variables under study were 
anchored onto a 5-point Likert scales ranging between 1-strongly disagree to 5-
strongly agree. 
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The questionnaire used for the study was validated through expert views 
obtained from practitioners and policy working advocates. Fortunately, all variables 
had content validity index of above 0.88, implying that the items used in the 
measures had passed content validity tests as recommended by Amin (2005). 
Further test was carried out to establish the reliability of the items in the instrument. 
The results revealed that all variables had reliability with Cronbach’s alpha 
coefficient greater than 0.7 as recommended by Nunnally (1978). Institutional 
frameworks, networks, and financial inclusion had Cronbach’s alpha coefficients of 
0.879, 0.925, and 0.938 respectively. 

Common method bias was address by taking into consideration guidelines 
stated by Podsakoff et al., (2003). This was necessary in order to reduce type I & type 
II errors, which is a threat to validity in research. Data were collected from 
respondents who belonged to different households. According to Podsakoff et al., 
(2003), it is observed that one alternative means of controlling common method bias 
is to collect responses on measures of both predictors and outcome variables from 
different sources in order to avoid biasness. Furthermore, all negatively worded 
questions were reverse-coded and ambiguous and difficult questions were reworded 
to suit the final study. 

At the initial stage, data brought from the field were entered into SPSS and 
checked for errors. The data were cleaned and further checks for missing values and 
outliers were performed. This was done by running frequencies for all the items that 
were in the questionnaire. Existing problem of missing values was solved by linear 
interpolation (Field, 2005; Hair et al., 2010). The main aim of cleaning the data was 
to solve the problem of reduced sample size and inflated means & standard 
deviation, which results from missing values and outliers.  

In addition, test to establish whether the data were normally distributed was 
carried out. Checks for normality, homogeneity of variance, and multi-collinearity 
were performed. Normal distribution in our data was tested using Kolmogorov-
Smirnov and Shapiro-Wilk tests and scatter plots, while homogeneity of variance was 
checked using the Levene’s test statistics. Multi-collinearity was tested using VIF and 
tolerance level. All the results were achieved and tenable since the normal p-p plots 
had all observed values falling along the straight line, and the Levene’s test result was 
non-significant p-value >0.5 (Field, 2005). Besides, both VIF and tolerance were less 
than 10 and greater than 0.2 respectively as stipulated by Hair et al., (2010).  

 
Testing for mediation using SEM bootstrap approach 
 
Mediation exists when the independent variable has an indirect effect on the 
dependent variable through the mediator variable. Thus, to test for existence of 
mediation effect, four conditions as recommended by Baron & Kenny (1986) must be 
met. Firstly, there must exist a significant relationship between the independent 
variable and dependent variable; secondly, there must exist a significant relationship 
between the independent variable and mediator variable; thirdly, there must exist a 
significant relationship between mediator variable and dependent variable; and 
fourthly, the independent variable should reduce and become insignificant when the 
mediator variable is entered into the structural model to show a condition of full 
mediation. Besides, if the independent variable reduces and remains significant 
when the mediator is entered into the model, a partial type of mediation is revealed. 
Additionally, if the independent and the mediator variables remain significant, both 
will have an effect on the dependent variable.  
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Therefore, under such a situation, the independent variable will exert both 
direct and indirect effects on the dependent variable. Thus, the indirect effect means 
some impact of the independent variable on the dependent variable go through the 
mediator variable. 

Indeed, to establish existence of mediating effect of social network in the 
relationship between institutional frameworks and financial inclusion, structural 
equation modelling (SEM) through bootstrap approach was adopted as 
recommended by Preacher & Hayes (2010) and Hair et al., (2010). The SEM 
approach was adopted because of not only its ability to test different regression 
equations simultaneously, but also due to the information it provides on degree of 
‘fit’ for the entire model after controlling for measurement errors (MacKinnon et al., 
2002). In addition, use of SEM can assess the contribution of each indicator variable 
in representing its associated construct and measure and how well the combined set 
of indicator variables represents the construct (reliability and validity) as stipulated 
by Hair et al., (2010). Besides, SEM can assess both measurement properties and test 
key theoretical relationships in one model. Conversely, Preacher & Hayes (2010) 
suggest that application of SEM through bootstrapping for establishing existence of 
mediation makes it possible to test more complex path models involving a larger 
number of variables. The SEM programs provide bootstrapped confidence intervals 
(CI) and associated statistical significance tests for indirect paths, which are regarded 
as the best method for testing statistical significance of indirect effects, particularly 
when assumptions of normality may be violated. Indeed, Preacher & Hayes (2010) 
stipulates that the p-value should be significant at p<0.05 for full mediation, while 
Hair et al., (2010) advocates for excellent model-fit-indices between the competing 
models. 

Thus, a two-step approach using SEM was applied to assess the mediating role 
of social networks in the relationship between institutional frameworks and financial 
inclusion as recommended by Anderson & Gerbing (1988). The first step involved 
estimation of CFA measurement model, and the second step involved estimation of 
the structural model. Analysis of Moment Structures (AMOS/20) software was used 
to construct the measurement and SEM model (see for e.g. Arbuckle, 2009), and 
absolute values and goodness-fit-indices were used to show that the measurement 
model and the structural model fit well to the observed data. The Chi-Square (CMIN-
minimum value/DF-degree of freedom), Tucker-Lewis Index (TLI), Comparative Fit 
Index (CFI), Relative Fit Index (RFI), Incremental Fit Index (IFI), Normed Fit Index 
(NFI), and Root Mean Square Error of Approximation (RMSEA) were used in this 
study. However, Schreiber et al., (2006) recommends that use of TLI, CFI & RMSEA 
are most preferable indices. Schreiber et al., (2006) observed that the CFI should be 
≥0.90, and TLI should be set at ≥0.95, while IFI should be set at ≥0.95, with RMSEA 
set at ≤0.08 for a good model fit. In addition, they further argue that NFI should be 
set at ≥0.90 as the recommended cut-off point. 
 
Results 
 
The results from the study revealed that from a target sample of 400 poor 
households, 100 percent response rate was achieved since 25 questionnaires which 
were initially incomplete were sent back to the respondents and they were fully 
answered. Besides, the results indicated that 64 percent of the poor households were 
headed by male compared to 36 percent headed by female household heads. Further, 
the results also showed that 37 percent of the respondents were in the 26-33 age 
bracket, while 26 percent were in the 34-41 age bracket. In addition, analysis of the 
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results revealed that 23 percent were in the 42-49 age bracket, and 9 percent were in 
18-25 age bracket with only 5 percent in 50+ age bracket. The results also indicated 
that 57 percent of the households had 6-10 members, while 29 percent had 5 or less 
members, and 14 percent had more than 10 members. Further analysis of the results 
showed that 60 percent of the household heads were able to read and write, while 
only 40 percent could neither read nor write. More so, the results revealed that 47 
percent of the poor households use paraffin lantern source of lighting, while 27 
percent use small kerosene lamp, and 26 percent use other sources such as solar. 
However, only 1 percent of the poor households use firewood as source of lighting. 
Besides, the results indicated that 54 percent of the poor households use firewood for 
cooking, while 45 percent use charcoal. In addition, only 1 percent uses both paraffin 
and other sources like biogas as cooking fuel. Further, the results showed that 32 
percent of the poor households use piped water as their primary source of water, and 
28 percent use boreholes. Besides, 7 percent use private well as their primary source 
of water, and 6 percent use river/streams. These results are indicated in table 1 
below. 

 Principle components analysis was performed to reduce the data into a 
manageable level. Guided by the Kaiser Criterion (Kaiser, 1960) components with 
Eigen values above 1 were extracted and a cut-off value of 0.5 was set (Field, 2005). 
The results of the analysis produced four factors of institutional framework, with 
cognitive framework being splitted into procedural and declarative cognitive 
institutions, thus accounting for 94 percent total variance explained. For social 
networks, three factors accounting for 85 percent of total variance explained were 
generated, while four other factors were produced for financial inclusion with a total 
variance of 88 percent.  

Similarly, confirmatory factor analysis (CFA) was also adopted to examine 
how and the extent to which the observed variables are linked to their underlying 
latent factors based on a sound theoretical foundation (Hair et al., 2010). CFA was 
adopted to test for convergent/discriminant validity between the manifest and latent 
variables. The discriminant validity, composite reliability (CR), and average 
variances explained (AVE) are indicated in tables 2 and 3 below. 

The findings confirmed convergent validity of the manifest and latent for 
institutional frameworks with excellent model fit statistics between the model and 
the observed data. The chi-square (x²) = 4.528 (degrees of freedom = 14, probability 
level = .991), and the incremental fit index (IFI) = 1.067 further above the 
recommended 0.95, while the Tucker Lewis index (TLI) = 1.148 way above the 
recommended 0.95. The comparative fit index (CFI) = 1.000 further above the 
recommended 0.90 with Root Mean Square error of Approximation (RMSEA) = 
.000.  

Besides, the CFA model for social network fitted well to the observed data with 
excellent fit indices of chi-square (x²) = 13.353 (degrees of freedom = 24, probability 
level = .960), incremental fit index (IFI) = 1.059, Tucker Lewis index (TLI) = 1.095, 
comparative fit index (CFI) = 1.000, and the Root Mean Square error of 
Approximation (RMSEA) = .000.  

Finally, the results of the CFA on financial inclusion also indicated an 
excellent model fit statistics for the construct measures. The chi-square (x²) = 27.741 
with degrees of freedom = 29, and probability level = .532. The incremental fit index 
(IFI) = 1.006 further above the recommended .95, while the Tucker Lewis index 
(TLI) = 1.011 further above the threshold cut-off points of .95, and the comparative 
fit index (CFI) = 1.000 further over the recommended .90 with the Root Mean 
Square error of Approximation (RMSEA) = .000.  
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Table 1:  Showing demographic characteristics for poor households 
 

            Frequency    %       Cumulative % 

 
Gender          
Male       254  63.5  63.5 
Female       146  36.5  100 
Total       400  100 
Age  
18-25 years      38    9.5    9.5 
26-33 years      147  36.8  46.3 
34-41 years      102  25.5  71.8 
42-49 years      92  23.0  94.8 
50+ years      21    5.3  100 
Total        400  100 
Members in household 
5 or less      117  29.3  29.3 
6-10       229  57.3  86.5 
More than 10       54  13.5  100 
Total        400  100 
Ability to read and write 
Yes       241  60.3  60.3 
No       159  39.7  100 
Total        400  100 
Type of lighting source     
Paraffin lantern     187  46.8  46.8  
Small kerosene lamp     108  27.0  73.8 
Firewood      3      0.8  74.5 
Others (solar)      102  25.5  100 
Total       400  100 
Cooking fuel 
Firewood      216  54.0  54.0 
Charcoal      181  45.3  99.3 
Paraffin      1      0.3  99.5 
Others (biogas)     2      0.5  100 
Total       400  100 
Primary source of water 
Piped water      129  32.3  32.3 
Private well      26    6.5  38.8 
Public well      107  26.8  65.5 
Borehole      113  28.3  93.8 
River/stream      23    5.8  99.5 
Spring       2    0.5  100 
Total       400  100 
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Table 2: Discriminant validity for the variables under study 
 
 
Variables                  1      2       3      4        5      6    7   8   9   10 
 
Cognitive (1)  .827** 
Normative (2)  .253** .820** 
Regulative (3)  .243** .298**  .862** 
Ties (4)   .143*      .226**    .213* .787**  
Interdependence (5) .228*     .203*      .141* .222**   .836** 
Interactions (6)  .259**   .304**    .260*    .423**    .337** .697** 
Access (7)  .270* .242*      .248*    .262*      .097*   .260*  .809** 
Quality (8)  .296* .221**  .103** .298*   .238*  .196*    .320**  .828** 
Usage (9)  .222* .276*  .213** .219*   .121*   .053*    .307**  .260** .797** 
Welfare (10)  .097**   .196**  .121**   .053*       .238**.103*    .219**   .263** .109**  .830** 
 

n = 400; significance level: **p<.01; *p<.05 
 
 
 
Table 3: Composite reliability and average variance explained for the variables 

under study 
 
 
Variables    Composite reliability (CR)     Average variance explained (AVE) 
 
Cognitive     0.812    0.684 
Normative     0.860    0.672 
Regulative     0.852    0.743 
Ties      0.759    0.619 
Interdependence    0.823    0.700 
Interactions     0.738    0.500 
Access     0.791    0.654  
Quality     0.814    0.686 
Usage      0.776    0.635 
Welfare     0.815    0.688 
 

n = 400 
 
Testing for mediation through SEM bootstrap approach 

 
Structural equation modelling (SEM) through the bootstrap approach was adopted to 
test for the mediating role of social network in the relationship between institutional 
frameworks and financial inclusion. A SEM model combining predictor, mediator, 
and outcome variables was constructed with direct paths from predictor to mediator, 
and outcome variables as indicated in appendix 2 in the appendix section. 

The total, direct, and indirect effect of institutional frameworks on financial 
inclusion was established as shown in table 5 below (Preacher & Hayes, 2010).  

Besides, two models (competing models) with direct path from institutional 
frameworks to financial inclusion and indirect path from institutional frameworks 
through social network to financial inclusion were generated to test the hypothesis 
that social network mediates in the relationship between institutional frameworks 
and financial inclusion as shown in table 4 below (Hair et al., 2006).  
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The non-mediated SEM model 1 was constructed based on assumption that 
social network does not mediates in the relationship between institutional 
frameworks and financial inclusion (H4).  

The mediated SEM model 2 was constructed on assumption that social 
network mediates in the relationship between institutional frameworks and financial 
inclusion. This indicated a condition of indirect effect of institutional frameworks on 
financial inclusion through social network (H1). 

Therefore, under this study, the non-mediated SEM model 1 (direct model) 
estimated the direct effect of institutional frameworks on financial inclusion with no 
path leading to social network from institutional frameworks, and no path from 
social network to financial inclusion. 

The mediated SEM model 2 (mediated model) with both direct and indirect 
path was drawn from institutional frameworks through social network to financial 
inclusion, and from institutional frameworks to financial inclusion to establish the 
indirect effect of institutional frameworks on financial inclusion. 

The results from the SEM models revealed that model 2 was better than model 
1 as indicated by good-fit-indices. The findings indicate that when the indirect path 
was added into the SEM model, the results revealed improved and perfect good-fit-
indices as indicated in table 4 below.  

Thus, this implied that institutional frameworks had both significant direct 
and indirect effect on financial inclusion. This is in line with hypotheses (H1) and 
(H4) stated under this study. Furthermore, social network had a significant and 
positive effect on financial inclusion. This is consistent with hypothesis (H2) of the 
study. 

Accordingly, the findings revealed that social network mediates in the 
relationship between institutional frameworks and financial inclusion. In reference 
to SEM model 1, institutional frameworks (β = .297, p<0.001) is significantly related 
with financial inclusion, thus, confirming a partial nature of mediating effects. 

Finally, the SEM model 2 also indicated that institutional frameworks and 
social network as exogenous variables predicted 30 percent of the variation in 
endogenous variable of financial inclusion with bootstrap results (β = .078; p<0.05) 
as indicated in table 5 below. Thus, we can conclude that institutional frameworks 
through social network explain 7.8 percent variation in financial inclusion. 
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Table 4: Showing SEM competing models for non-mediated and mediated  

model  
 
 
      Non-mediated model                  Mediated model  
     
Networks   Inst. Frameworks  not estimated   .194*** 
Fin. inclusion   Inst. Frameworks   .297***   .375*** 
Fin. inclusion   Networks    .404**    .404** 
CMIN        62.671    84.978 
Degrees of freedom (Df)     51     63 
Probability (P)     .032    .117 
Goodness of fit index (GFI)   .933 
Incremental fit index (IFI)    .718    .982 
Tucker-Lewis index (TLI)    .732    .971 
Comparative fit index (CFI)   .711    .995 
Normed fit index (NFI)    .709    .966 
Root mean square error of approximation    
(RMSEA)      .041    .033 
Squared multiple correlations     
Fin. inclusion     .213    .298  
Networks          -    .138  
 

n = 400; significance level: *** p<.0001; **p<.01; *p<.05 
 
Furthermore, to establish the relationship between institutional frameworks 

and social network, a path was drawn from institutional frameworks and social 
network. The results indicated that there was a significant relationship between the 
predictor variable and the mediator variable. Thus, there was evidence for existence 
of mediation for the intervening effects. 

Based on Morgan & Hunt (1994), four different criteria were examined in 
SEM model comparison. These include: overall model fit as measured by CFI, 
percentage of hypothesized significant paths, amount of variance explained as 
measured by squared multiple correlations and parsimony (model simplicity) 
assessed by Normed Fit Index (NFI).   

The comparison of results based on non-mediated (direct) and mediated 
(direct & indirect) models revealed that the mediated model had better 
representation of model fit based on good-fit-indices and squared multiple 
correlations as indicated in table 4 above. 
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Table 5: Showing total, direct and indirect effects in a structural equation 

mediated model   
 
Standardized total effects Inst. frameworks  Networks   

Networks    .194***   .000 
Financial inclusion    .375***   .404* 
 
Standardized direct effects Inst. frameworks  Networks   
 
Networks    .194***   .000 
Financial inclusion    .297***   .404* 
 
Standardized indirect effects  Inst. frameworks  Networks 
 
Networks    .000    .000 
Financial inclusion    .078***   .000 
 
Bootstrap mediation results   Point            SE  Lower  Upper    P 
                 estimates  bounds bounds  
 
Institutional framing ← Fin.incl .414           .068 .306  .532            .010 
Networks ← Fin.incl  .287           .064 .167  .392               .005 
  

n = 400; significance level: *** p<.0001; **p<.01; *p<.05 
 
Additionally, the study also investigated the effect of institutional frameworks 

of regulative, normative, and cultural-cognitive pillars on financial inclusion of the 
poor in rural Uganda as indicated in table 6 below. The findings revealed that there 
was a significant and positive impact of regulative pillar on financial inclusion (β = 
0.320, p<0.01). This implies that a change in regulative pillar of institutional 
frameworks influence financial inclusion. Similarly, the normative pillar also had a 
significant and positive influence on financial inclusion (β = 0.155, p<0.01). This 
means that a change in normative pillar of institutional frameworks lead to a 
variation in financial inclusion. Besides, there was a significant and positive 
relationship between cultural-cognitive pillar and financial inclusion, therefore, 
meaning that a change in cultural-cognitive pillar of institutional frameworks affect 
financial inclusion of the poor in rural Uganda (β = 0.128, p<0.05). 
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Table 6: Showing hierarchical regression of institutional pillars on financial  

inclusion in rural Uganda 
 

Dependent variable: financial inclusion 
Predictor           model1             model2             model3                model4 VIF    

 
               β                    β                                β                         β       

Constant             31.077  23.019        20.977       19.203 
Gender          -.035  -.033        -.190       -.124 
Age           .447  -.066        -.034       -.012 
Types of dwelling units         .110    .150        -.016       -.212 
Toilet facility         -.924  -.376        -.300       -.370 
Regulative pillar      .320**          .250**         .221**        1.411 
Normative pillar              .155**         .140*          1.313 
Cultural-cognitive pillar                .128*          1.182 
R    .166**  .349**          .374**         .393** 
R²    .028**  .122**          .140**         .154*      
Adj. R²    .008  .101          .118         .130 
∆R²    .028                      .094          .019         .014      
∆F                1.391**               41.673**                  8.434**       6.392** 
Durbin Watson                           1.569 

 

Notes:  n = 400; **p<0.01, *p<0.05 
 
Discussion and conclusion 
 
The study examined and tested the mediating effect of social network in the 
relationship between institutional frameworks and financial inclusion of the poor in 
rural Uganda. The results indicated that there was a partial mediating effect of social 
networks in the relationship between institutional frameworks and financial 
inclusion. This portrays the importance of social network as a conduit for 
information circulation and sharing among the poor in economic and social 
exchange.  

Accordingly, the findings indicated that social network significantly and 
positively mediates in the relationship between institutional frameworks and 
financial inclusion. This supports our hypothesis (H1) of the study, which states that 
social network mediates the relationship between institutional frameworks and 
financial inclusion. The finding is consistent with van Bastelaer (2000) who reveals 
that social network increases the capacity for accessing market information and 
reduces the search cost hence enhancing the linkage among the poor and creating tie 
networks among members in groups. Social network acts as a conduit through which 
vital information passes to reach and circulate among network members. Indeed, 
social networks are found to be important elements within most formal and informal 
programs that provide access to credit by the poor as stipulated by Karlan (2007). 
Biggs et al., (2002) also observes that in accessing financial services, social networks 
help supply information and mechanism of enforcement (see e.g. Narayan & 
Prittchet, 1997). Besides, Fafchamps & Minten (1998) further suggests that in a 
world of imperfect information, relations among individuals in social networks 
increase flow of information to create opportunities such as access to credit (see also 
Granovetter, 1973; Burt, 1992). Ahlin & Townsend (2007) also notes that social 
networks among poor households act as screening device to determine the 
creditworthiness of the borrowers, thus expanding the scope of financial inclusion. 
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Thus, social network increases availability of information that lowers transaction 
costs and opportunistic behaviour among poor households in rural Uganda. 

Furthermore, the results also revealed that social network significantly and 
positively affects financial inclusion. This finding suggests that existence of wider 
(denser) social network increases frequency of interaction through which 
information about existing opportunities flow and it’s effectively shared based on 
norms. This supports hypothesis (H2), which states that there is a significant 
relationship between social network and financial inclusion. Scholars such as Biggs, 
Raturi & Srivastava (2002) argues that in accessing financial services, social network 
helps the poor by supplying information and it acts as a mechanism of enforcement 
(see also Narayan & Prittchet, 1997). Khanh (2011) also suggests that social network 
of relationships are a core issue in access to financial credit, especially for poverty 
reduction in rural areas. Furthermore, Karlan (2007) also contends that social 
network between group members are an essential tool for screening and 
recommending loan applications and for ensuring that contracts are enforced since it 
provides information about everyone within the group. Thus, for the poor, social 
networks provide information and opportunity for available sources of financial 
services for network members and also act as a screening mechanism, therefore 
increasing access and use of basic financial services. This is supported by Besley & 
Coate (1995) who notes that sanction in group lending can reduce the moral hazard 
of repayment and also play important roles in peer monitoring. Social ties and the 
resulting potential for sanctions between members help mitigate adverse selection 
and moral hazard problems in joint liability lending contracts when borrowers enjoy 
a social leverage with one another that extends beyond the lending contract (Floro & 
Yotopolous, 1991). 

Furthermore, the findings also showed that institutional frameworks and 
social network are significantly and positively related. This lends supports to 
hypothesis (H3), which states that there is a significant relationship between 
institutional frameworks and networks. This result is supported by the argument that 
formal rules stimulate market activities by supplanting community social norms and 
networks (for e.g. see Austin, 1993; Banerjee, Besley & Guinnane, 1994). Scott (2001) 
argues that through complementarity, the relationship between formal rules and 
informal association affects the actors’ interests and activities such as group linkages 
and participation (North, 1990). In addition, Durlauf & Fafchamps (2005) also 
suggests that social network and associations that create shared knowledge, mutual 
trust, social norms, and unwritten rules, act as informal institutions engulfing the 
objectives of the actors in the social structure. Studies by Bebbington (1999); Rose 
(1998) reveals that where formal institutions do not work well, social network and 
social ties can provide an informal substitute to enhance people’s access to different 
resources, markets, and opportunities.  

Finally, the results also suggested that institutional frameworks have 
significant impact on financial inclusion in rural Uganda. This is consistent with our 
hypothesis (H4), which states that there is a significant relationship between 
institutional frameworks and financial inclusion. World Bank (2002) argues that a 
complex blend of institutions (formal & informal) promotes and limits market 
activities by setting mechanisms, which guide behaviours, and promote or/and limit 
actions of players. From the theory of institutions by North (1990) & Scott (2005), 
institutional frameworks of regulative (formal rules), normative (informal rules), and 
cultural cognitive structures the way how poor households think about financial 
choices and alternative courses of actions that they might use to attain desired 
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financial goals. Indeed, institutional frameworks help the poor to make wise financial 
decisions and choices in daily lives, thereby being financially included. 

 
Implication for managers and researchers  
 
Based on the fact that strong network ties (Bourdieu & Wacquant, 1992) create trust 
and fore-bearance (Piore & Sabel, 1984), which results into access to scarce resources 
like credit/loan, managers of financial institutions should encourage peer group 
formation between its borrowers in addition to existence of institutional framework 
so as to achieve peer group screening and monitoring in order to reduce adverse 
selection and moral hazards problems in the financial markets.  

Besides, policy makers should consider combining the regulative, normative, 
and cultural-cognitive pillars with social network in order to promote financial 
inclusion in rural Uganda. The regulative, normative, and cultural-cognitive pillars of 
institutions act as avenues for recourse and assurance to the poor while dealing with 
financial institutions since they set the “rules of the games” in the financial market. 
This will guarantee the poor safety in case of collapse of banks or microfinance 
institutions. 

In addition, since social network is found to be a mediator in the relationship 
between institutional frameworks and financial inclusion, mangers of financial 
institution should re-enforce agents of social networks such as clients’ group ties, 
interaction, and independence since most financial services are provided to the poor 
through group-based mechanisms (group liability mechanism). 

Furthermore, managers of financial institutions need to encourage poor 
households in rural Uganda to involve themselves in activities of diverse community 
groups so as to widen their social network. This is advantageous because social 
network provide information about existing sources of financial services among the 
poor communities as guided by the institutional frameworks. 

For researchers, the study is an indication that third variables seems to always 
have impact in a relationship between the predictor and outcome variables in social 
science research. Thus, it is always important to uncover existence of spurious factors 
while carrying out a study on certain variables. Scholars and researchers are 
cautioned not to under rate the importance of networks in promoting the 
relationship between institutional frameworks and financial inclusion, especially 
among the poor in rural Uganda.  
 
Limitations of the study  
 
The current study adopted cross-sectional study design, thus, leaving out a 
longitudinal study to investigate characteristics in the sample over time. Besides, 
although the sample was big enough, it limited itself to only poor households in rural 
Uganda. Further studies could focus on other equally important vulnerable groups in 
the community such as the disabled persons and middle income groups. In addition, 
this study used only quantitative data and ignored qualitative data. Future studies 
could adopt the use of interviews or mixed method in investigating the hypotheses 
set under this study. 

 
 
 
 
 

D
ow

nl
oa

de
d 

by
 U

ni
ve

rs
ity

 o
f 

Su
ss

ex
 L

ib
ra

ry
 A

t 1
3:

03
 0

3 
Ju

ly
 2

01
8 

(P
T

)



20 

 

References  
 
Acemoglu, D., Simon, J., & James A. R. (2000). ‘‘The Colonial Origins of  

Comparative Development: An Empirical Investigation.’’ National Bureau of 
Economic Research, Working Paper No. 7771. Cambridge, Massachusetts. 
Available on-line at http://www.nber.org/papers/ w7771. 

Ahlin, C., & Townsend, R. (2007). Using repayment data to test across models of  
joint liability lending, Economic Journal, vol. 117, pp. F11–F51. 

Akampumuza, J. (2007), “The management of Uganda’s privatization since 1982”,  
Unpublished PhD thesis, University of London, London. 

Amin, M. (2005). ‘‘Social Sciences Research’’. Conception, Methodology and  
Analysis. Makerere University Printery, Kampala. 

Anderson, J. C., & Gerbing, D. W. (1988). Structural Equation Modeling in Practice:  
A Review and Recommended Two-Step Approach. Psychological Bulletin 
1988, Vol. 103, No. 3, 411-423 

Arbuckle, J.L. (2009). Amos 18.0 User’s Guide. Crawfordville, FL: Amos  
Development Corporation. 

Ardic, O.P., Heimann, M., & Mylenko, N. (2011). Access to Financial Services and  
the Financial Inclusion Agenda around the World. A Cross-Country Analysis 
with a New Data Set. The World Bank Financial and Private Sector 
Development Consultative Group to Assist the Poor January 2011, WPS5537. 

Aryeetey, E. (2005). “Informal Finance for Private sector Development in Sub  
Africa”, Journal of Microfinance 7(1):13-38. 

Austin, G. (1993). “Indigenous Credit Institutions in West Africa, 1750-1960.” in  
Austin Gareth and Kaoru Sugihara (eds.) Indigenous Credit Institutions in  
West Africa, New York: St. Martin's Press. 

Bank of Uganda Annual Supervision Report December, (2014): Kampala, Uganda. 
Baron, R.M., & Kenny, D.A. (1986). The moderator-mediator variable distinction in  

social psychological research: Conceptual, strategic and statistical 
considerations. Journal of Personality and Social Psychology, 51(6), 1173-82. 

Banerjee, A., Besley, T., & Guinnane, T. (1994). “Thy Neighbor’s Keeper: The  
Design of a Credit Cooperative with a Theory and a Test.” Quarterly Journal 
of Economics, 109 (2); 491-515. 

Bebbington, A. (1999) “Capitals and Capabilities: a Framework for Analyzing Peasant  
Viability, Rural Livelihoods and Poverty” World Development 27(12): 2021-
2044. 

Beck, T., A. Demirguc-Kunt., & M. S. Martinez Peria. (2008). “Banking Services for  
Everyone? Barriers to Bank Access and Use around the World.” World Bank 
Economic Review 22 (3): 397–430. 

Besley, T., & Coate, S. (1995) “Group Lending, Repayment Incentives, and Social  
Collateral” Journal of Development Economics 46(1): 1-18. 

Biggs, T., Raturi, M., & Srivastava, P. (2002). Ethnic networks and access to credit:  
Evidence from the manufacturing sector in Kenya. Journal of Economic  
Behavior and Organization 49(4), 473-486. 

Bourdieu, P., & Wacquant, L. J. D. (1992), An Invitation to Reflexive Sociology,  
Chicago: University of Chicago Press. 

Burt, R. S. (2001). Structural holes versus network closure as social capital. In N.  
Lin, K.  

Burt, R.S. (1992). Structural holes: the social structure of competition. Harvard  
University Press, Cambridge. 

 

D
ow

nl
oa

de
d 

by
 U

ni
ve

rs
ity

 o
f 

Su
ss

ex
 L

ib
ra

ry
 A

t 1
3:

03
 0

3 
Ju

ly
 2

01
8 

(P
T

)

https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1016%2F0304-3878%2894%2900045-E&isi=A1995QV80300001&citationId=p_15
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1037%2F0033-2909.103.3.411&citationId=p_5
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.2307%2F2118471&isi=A1994NQ07100007&citationId=p_12
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.2307%2F2118471&isi=A1994NQ07100007&citationId=p_12
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1007%2F978-1-349-22916-1_5&citationId=p_9
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1007%2F978-1-349-22916-1_5&citationId=p_9
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1016%2FS0167-2681%2802%2900030-6&isi=000179337000003&citationId=p_16
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1016%2FS0167-2681%2802%2900030-6&isi=000179337000003&citationId=p_16
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1111%2Fj.1468-0297.2007.02014.x&isi=000245228800002&citationId=p_2
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1016%2FS0305-750X%2899%2900104-7&isi=000083906300001&citationId=p_13
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1596%2F1813-9450-5537&citationId=p_7
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1596%2F1813-9450-5537&citationId=p_7
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1596%2F1813-9450-5537&citationId=p_7
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1093%2Fwber%2Flhn020&isi=000261892200002&citationId=p_14
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1093%2Fwber%2Flhn020&isi=000261892200002&citationId=p_14
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1037%2F0022-3514.51.6.1173&isi=A1986F285400010&citationId=p_11


21 

 

Čihák, M., Aslı Demirgüç-Kunt, Erik, F., & Levine, R. (2012). Benchmarking  
Financial Systems around the World: The World Bank Policy Research 
Working Paper 6175. 

Claessens, S. (2006). “Access to Financial Services: A Review of the Issues and Public  
Policy Objectives.” Oxford Journals 21: 207-240. 

Devereux, J. & Fishe, R. (1993). An economic analysis of group lending programs in  
developing countries. Developing Economies 31, 102-102. 

Durlauf, S., & Fafchamps, M. (2005). “Social Capital,” in Aghion, Philippe and  
Steven Durlauf (eds.), Handbook of Economic Growth, Elsevier, pp.1639-
1699. 

Fafchamps , M., & Minten, B. (2002). Returns to social network capital among  
traders. Oxford Economic Papers 54(2), 173-206. 

Fafchamps, M., & Minten, B. (1998). Returns to social capital among agricultural  
traders: Evidence from Madagascar. Department of Economics, Stanford 
University, Stanford, June 1998. 

Fehr, E., & Gachter, S. (2000). “Fairness and Retaliation: The Economics of  
Reciprocity”. Journal of Economic Perspective 4 (3):159-181. 

Field, A. (2005), Discovering Statistics Using SPSS, Sage, London. 
Fin Scope (2013). Unlocking Barriers to Financial inclusion, Uganda Fin Scope  

Survey III Key Findings. 
Floro, S.L., & Yotopolous, P.A. (1991). Informal credit markets and the new  

institutional economics: The case of Philippine agriculture. West view Press, 
Boulder, 1991. 

Godquin, M., & Quisumbing, A.R. (2006). Groups, networks and social capital in  
rural Philippine communities. CAPRi Working Paper #55. Washington D.C.: 
International Food Policy Research Institute (IFPRI). 

Granovetter, M.S. (1973). “The Strength of Weak Ties.” The American Journal of  
Sociology 78(6):1360-1380. 

Gretzel, U. (2001). Social Network Analysis: Introduction and Resources, November,  
2001. 

Greif, A. (1998). Historical and Comparative Institutional Analysis. American  
Economic Review 88, 80–84. 

Grootaert, C., & Bastelaer, V.T. (2002). Understanding and measuring social  
capital: a multidisciplinary tool for practitioners World Bank Publications. 

Hallahan, K. (1999), Seven Models of Framing: Implications for Public Relations:  
Journal of Public Relations Research, 11(3), 205–242 

Hair, J.F., Anderson, R.E., Tatham, R.L. and Black, W.C. (2010), Multivariate Data  
Analysis, Prentice Hall, Englewood Cliffs, NJ. 7th edition. 

Heikkilä, A., Kalmi, P., & Ruuskanen, O.P. (2009). Social Capital and Access to  
Credit: Evidence from Uganda. Department of Economics, Helsinki School of 
Economics and HECER. 

Horn, J. L., & McArdle, J.J. (2007). Understanding human intelligence since  
Spearman. In Cudeck, R., & MacCallum, R., (Eds.). Factor Analysis at 100 
years (pp. 205-247). Mahwah, NJ: Lawrence Erlbaum Associates, Inc. 

Jose, E. P. (2008). Welcome to the moderation/mediation help centre: Version 2.0.  
School of Psychology, Victoria University of Wellington, Wellington, New 
Zealand. 

Kaiser, H.F. (1960). The application of electronic computers to factor analysis.  
Educational and Psychological Measurement, 20, 141-151. 

Karlan, D.S. (2007). “Social Connections and Group Banking”, Economic Journal  
117: F52-84. 

D
ow

nl
oa

de
d 

by
 U

ni
ve

rs
ity

 o
f 

Su
ss

ex
 L

ib
ra

ry
 A

t 1
3:

03
 0

3 
Ju

ly
 2

01
8 

(P
T

)

https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1596%2F0-8213-5068-4&citationId=p_34
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1596%2F0-8213-5068-4&citationId=p_34
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1016%2FS1574-0684%2805%2901026-9&citationId=p_23
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1086%2F225469&isi=A1973P772600003&citationId=p_31
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1086%2F225469&isi=A1973P772600003&citationId=p_31
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1596%2F1813-9450-6175&citationId=p_20
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1596%2F1813-9450-6175&citationId=p_20
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1596%2F1813-9450-6175&citationId=p_20
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1207%2Fs1532754xjprr1103_02&citationId=p_35
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1093%2Foep%2F54.2.173&isi=000174987900001&citationId=p_24
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1177%2F001316446002000116&isi=A1960CCC3600014&citationId=p_40
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&isi=000073658200016&citationId=p_33
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&isi=000073658200016&citationId=p_33
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1111%2Fj.1746-1049.1993.tb00995.x&isi=A1993KV78100004&citationId=p_22
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1111%2Fj.1468-0297.2007.02015.x&isi=000245228800003&citationId=p_41
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1257%2Fjep.14.3.159&citationId=p_26


22 

 

Kasekende, L. (2013), “Improving rural access to finance in Uganda”: opening  
remarks at the official launch of the Uganda rural challenge fund, NBER 
Working Paper No. 20135, Kampala, 19 April. 

Kasekende, L. (2011). “Opportunities and challenges of financial inclusion”.  
Remarks at the National Microfinance Conference, organized by the 
Association of Microfinance Institutions in Uganda (AMFIU), Jinja-Uganda, 5 
May 2011. 

Kempson, E. (2006). Policy Level Response to Financial Exclusion in Developed  
Economies: Lessons for Developing Countries, paper presented at the 
conference, Access to Finance: Building Inclusive Financial Systems, World 
Bank, Washington, D.C. 

Kendall, J., Mylenko, N., & Ponce, A. (2010). Measuring Financial Access around  
the World: Policy Research Working Paper 5253: The World Bank Financial 
and Private Sector Development Financial Access Team March 2010. 

Khan, H.L.P. (2011). The Role of Social Capital to Access to Rural Credit in Vietnam.  
Master Thesis No. 56, Hue University of Agriculture and Forestry – Vietnam 

Kostova, T. (1997). Country institutional profile: Concepts and measurement. Best 
Paper Proceedings of the Academy of Management: 180-184. 

Litzky, E. B., & MacLean, L. T. (2007). Institutional framing: In Kolb, W. B., (2008):  
Encyclopedia of Business Ethics and Society: pp. 427. 

MacKinnon, D. P., Lockwood, C. M., Hoffman, J. M., West, S. G., & Sheets, V.  
(2002). A Comparison of methods to test mediation and other intervening 
variable effects. Psychological Methods, 7, 83-104. 

Markus, H., & Zajonc, R. B. (1985).  The cognitive perspective in social psychology.  
In G. Lindzey & E. Aronson (Eds.), Handbook of social psychology (2nd ed., 
pp. 137–230). New York: Random House. 

McArdle, J.J., & Woodcock, R.W. (1998). Human Abilities in Theory and Practice.  
Mahwah, NJ: Erlbaum. 

Ministry of Finance Planning and Economic Development (MoFPED), 2002/03- 
2008/09. “Poverty Eradication Action Plan (PEAP)”, Kampala, Uganda. 

Morgan, R.M., & Hunt, S.D. (1994). The commitment-trust theory of relationship  
marketing. Journal of Marketing, 64(3), 50-64. 

Mpuga, P. (2008), “Constraints in access to and demand for rural credit: evidence  
from Uganda”, a paper for presentation during the African Economic 
Conference (AEC) 12-14 November, Tunis, African Development Bank, Tunis. 

Narayan, D., & Pritchett, L. (1997) “Cents and Sociability: Household Income and  
Social Capital in Rural Tanzania”. World Bank Policy Research Working 
Paper No. 1796, 1997. 

North, D.C. (1990). Institutions, Institutional Change and Economic Performance.  
Cambridge: Cambridge University Press. 

Nunnally, J.C. (1978). Psychometric theory. New York: McGraw-Hill. 
Okello, G.C.B., Ntayi, J.M., & Munene, J.C., (2016). “Institutional frames for  

financial inclusion of poor households in Sub-Saharan Africa”. International 
Journal of Social Economics, Vol. 43. Issue 11 pp. 1096 – 1114. 
http://dx.doi.org/10.1108/IJSE-06-2014-0110. 

Okten, C. & Osili, U.O. (2004). Social networks and credit access in Indonesia.  
World Development 32(7), 1225-1246. 

Pallant, J. (2005). SPSS Survival Manual: A Step by Step Guide to Data Analysis  
Using SPSS for Windows (Version 12) (2nd ed.) Crows Nest, N.S.W: Allen & 
Unwin. 
 

D
ow

nl
oa

de
d 

by
 U

ni
ve

rs
ity

 o
f 

Su
ss

ex
 L

ib
ra

ry
 A

t 1
3:

03
 0

3 
Ju

ly
 2

01
8 

(P
T

)

https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1017%2FCBO9780511808678&citationId=p_56
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1037%2F1082-989X.7.1.83&isi=000174483300005&citationId=p_49
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&system=10.1108%2FIJSE-06-2014-0110&isi=000387099100002&citationId=p_58
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&system=10.1108%2FIJSE-06-2014-0110&isi=000387099100002&citationId=p_58
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.5465%2Fambpp.1997.4981338&citationId=p_47
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.5465%2Fambpp.1997.4981338&citationId=p_47
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1016%2Fj.worlddev.2004.01.012&isi=000222701400007&citationId=p_59


23 

 

Preacher, K. J., & Hayes, A. F. (2010). Quantifying and Testing Indirect Effects in  
Simple Mediation Models When the Constituent Paths Are Nonlinear. 
Multivariate Behavioral Research, 45:627–660, 2010: DOI: 
10.1080/00273171.2010.498290. ISSN: 0027-3171 print/1532-7906 online. 

Rose, R. (1998). “Getting Things Done in an Anti-Modern Society: Social Capital  
Networks in Russia” The World Bank, Social Capital Initiative, Working 
Paper No. 8. 

Schreiber, J. B., Nora, A., Stage, F. K., Barlow, E. A., & King, J. (2006). Reporting  
structural equation modeling and confirmatory factor analysis results: A 
review. The Journal of Educational Research, 99, 323–337. 

Scott, R.W. (2005), “Institutional theory: contributing to a theoretical research  
program”, in Smith, K.G., & Hitt, M.A. (Eds), Great Minds in Management: 
The Process of Theory. 

Scott, R. W. (2001). Institutions and Organizations, 2nd edn., Thousand Oaks, Calif.:  
Sage. 

Sekaran, U. (2000). Research methods for business: A skill building approach. New  
York: John Wiley & Sons, Inc. 

Snow, D.A., & Benford, R.D. (1992), “Master frames and cycles of protest”, in  
Morris, A.D., & Mueller, C.M. (Eds), Frontiers in Social Movement Theory, 
Yale University Press, New Haven, CT, pp. 133-155. 

Snow, D.A., Burke, R.E. Jr., Worden, S.K., & Benford, R.D. (1986). “Frame  
Alignment Processes, Micro mobilization and Movement Participation” 
American Sociological Review 51(4): 546-481. 

Stiglitz, J.E. (1990). Peer monitoring and credit markets. World Bank Economic  
Review 4 (3), 351–366. 

Piore, M. J., & Sabel, C. F. (1984). The Second Industrial Divide. New York: Basic  
Books. 

Podsakoff, P.M., MacKenzie, S.B., Lee, J.Y., & Podsakoff, N.P. (2003). Common  
Method biases in behavioural research: A critical review of the literature and 
recommended remedies. Journal of Applied Psychology, 88(5), 879-903. 

PRIDE MDI Human Resources Report, (2013). 
Uganda Bureau of Statistics, (2012), National Household Survey, Uganda Bureau of  

Statistics, national household statistical forecast brief. The Government of 
Uganda, Kampala. 

Uganda Bureau of Statistics, (2012), Poverty Projections Statistical Abstract 2012,  
Uganda Bureau of Statistics, Kampala, Uganda. 

van Bastelaer, T. (2000a). “Does Social Capital Facilitate the Poor’s Access to Credit?  
A Review on the Microeconomic Literature.” Social Capital Initiative 
Working Paper No. 8. February 2000. 

van Bastelaer, T. (2000b). “Imperfect information, social capital and the poor’s.  
Access to Credit.” World Bank Working Paper No. 234. 

Wasserman, S., & Faust, K. (1994). Social network analysis. Cambridge, MA:  
Cambridge University Press. 

World Bank. (2007). Finance for All? Policies and Pitfalls in Expanding Access,  
World Bank Policy Research Report, August, Washington DC: World Bank. 

World Bank. (2006). World Development Report 1990, 2000-2001, and 2006  
editions. 

World Bank. (2002). World Development Report, 2002, Building Institutions for  
Markets. Washington, D.C. World Bank. 

Yamane, T. (1973). “Statistics: an introductory analysis.” New York: Harper & Row. 
 

D
ow

nl
oa

de
d 

by
 U

ni
ve

rs
ity

 o
f 

Su
ss

ex
 L

ib
ra

ry
 A

t 1
3:

03
 0

3 
Ju

ly
 2

01
8 

(P
T

)

https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1037%2F0021-9010.88.5.879&isi=000185539000008&citationId=p_71
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.4135%2F9781412952552.n155&citationId=p_64
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.4135%2F9781412952552.n155&citationId=p_64
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.2307%2F2095581&isi=A1986D770100002&citationId=p_68
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1080%2F00273171.2010.498290&isi=000281159800002&citationId=p_61
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1093%2Fwber%2F4.3.351&isi=A1990EN25700006&citationId=p_69
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1093%2Fwber%2F4.3.351&isi=A1990EN25700006&citationId=p_69
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1017%2FCBO9780511815478&citationId=p_77
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.3200%2FJOER.99.6.323-338&isi=000239326800001&citationId=p_63
https://www.emeraldinsight.com/action/showLinks?doi=10.1108%2FIJoEM-02-2017-0057&crossref=10.1596%2F978-0-8213-7291-3&citationId=p_78


24 

 

Appendix 
 
 

Appendix 1: Test for assumption of parametric data 
 

 
Assumption 1: Normality 

 
 

Kolmogorov-Smirnov and Shapiro-Wilk results showing normality in pilot data 
 

 
Kolmogorov-Smirnova Shapiro-Wilk 

Statistic df Sig. Statistic df Sig. 

Inst. framework .270 400 .732 .837 400 .683 
Social networks .264 400 .921 .867 400 .539 
Financial inclusion .369 400 .528 .743 400 .401 

a. Lilliefors Significance Correction 
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Homogeneity of variances results showing normality in pilot data 

 

Variables 
Levene’s Statistic df1 df2 Sig. 

Inst. framework .119 1 398 .731 

Social networks 1.029 1 398 .312 

Financial inclusion .181 1 398 .671 
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Appendix 2: SEM mediated model  
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Appendix 4: Survey Questionnaire 
 

Section 1:  Background information 
 
Please kindly tick appropriately 
1. Gender 1) Male               2) Female _________ 
2. Age Group 

1) 18 – 25 _______         2) 26 – 33 ________         3) 34 – 41 _________ 
4) 42– 49 _______         5) 50+ _________ 

3. Number of people in your household 
1) 5 or less  _________             2) 6 – 10  _________        3) More than 10 _________ 

4. Type of dwelling unit for this household 
1) Temporary Building Materials _______       2) Semi-permanent Building Materials _________ 
3) Permanent Building Materials _________ 

5. Number of years lived in this community  
1) 5 years or less _________        2) 6 – 10 years _________           3) 11 – 15 years __________ 
4) More than 15 years_________   

6. What is the primary source of water for this household? 
1) Piped water system _______             2) Private well _______       3) Public well ________ 
4) Borehole _______                             5) River or stream _______  
6) Other (specify) _____________ 

7. What type of toilet facility does this household use?  
1) Community pit latrine _________      2) Individual pit latrine _______   3) Bush _______    
4) Other (specify) _____________ 

8. What type of lighting does this household use?  
1) Paraffin lantern __________ 2) Small kerosene lamp ____________   3) Firewood __________ 
4) Other (specify) _____________ 

9. What type of cooking fuel does this household use? 
1) Firewood ________                           2) Charcoal _________         3) Paraffin _______    
4 Other (specify) ______________ 

10. Are you able to read and write?  
 1) Yes ___________               2) No ____________ 
 
Section 2: Institutional frameworks 
Please circle the most appropriate option for each of the questions below; 
Strongly agree (5), agree (4), not sure (3), disagree (2) strongly agree (1) 
 

Regulative pillar 
FR1 We in this household do voluntarily comply with existing rules in all our financial dealings 
FR2 We in this household feel our rights are always protected when dealing with a financial institution 
FR3 We as members of this household always understand rules while dealing with a financial institution 
FR4 We as members of this household always fulfil our obligations in all financial dealings 
FR5 My household members always observe high standard of ethics in all financial dealings 
FR6 My household members always show due diligence when dealing with a financial institution 
FR7 We as members of this household are always confident while dealing with a financial institution 
FR8 In this household, members can always get financial redress if they encounter problems with a financial institution 
FR9 We in this household always conform to procedures and policies in all financial dealings 
FR10 In this household, we are always obedient to the terms and conditions in all financial dealings 
FR11 In this household, members always respect the terms and conditions of financial transactions 

Normative pillar 
INF1 We as members of this household always approve others when it comes to financial dealings 
INF2 In this household, we always exhibit high level of integrity in all financial dealings   
INF3 My household members are always trusted in all their financial dealings with others 
INF4 Members of this household are always friendly when it comes to financial dealings with others 
INF5 In this household, members always share financial matters with others   
INF6 In this household, we always honour all financial dealings 
INF7 In this household, we always exhibit loyalty in all financial dealings 
INF8 Members of this household always exhibit high level of honesty in all financial dealings 
INF9 In this household, members have self-discipline in all financial dealings 
INF10 In this household, members are always responsible in all financial dealings 
INF11 In this household, members always have respect in all financial dealings 
INF12 In this household, members have self-control in all financial dealings 
INF13 In this household, members exhibit commitment in their financial dealings 
INF14 In this household, members always conform to expected behaviour in financial transactions 
INF15 In this household, members are always obedient to expected behaviours in financial transactions 

Cultural-cognitive pillar 
COG1 Members of my household can easily make financial predictions 
COG2 Members of my household can easily interpret financial information 
COG3 Members of my household can easily determine the benefits of financial products and services 
COG4 In this household, members can easily elaborate financial issues 
COG5 In this household, members can easily evaluate content of financial information 
COG6 In this household, members are always excited in learning new financial matters 
COG7 In this household, members always appreciate their financial decisions 
COG8 In this household, members can easily express themselves on financial matters 
COG9 In this household, members can easily forecast the outcome of their financial dealings 
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COG10 In this household, we can easily make judgments on financial matters 
COG11 In this household, members can easily organize financial information 
COG12 Members in this household can easily recognize financial terms 
COG13 In this household, members can easily memorize and remember financial matters 
COG14 In this household, members can easily respond to financial issues 
COG15 In this household, members can easily make decisions on everyday financial matters 
COG16 In this household, members can easily handle everyday financial problems 
 
Section 3: Social network 
Please circle the most appropriate option for each of the questions below; 
Strongly agree (5), agree (4), not sure (3), disagree (2) strongly agree (1) 
 

Ties  
T1  In this household, some members are leaders in social groups to which they belong  
T2         In this household, we belong to social groups where most members are neighbours 
T3         In this household, we belong to social groups with members from diverse occupations 
T4         In this household, we belong to social groups with members from diverse religion  
T5         Members of this household belongs to social groups with members from diverse ethnicity 
T6         Members of this household belongs to social groups with members from diverse age groups 
T7         Most of the members in this household are friends to friends who know each other 

Interaction 
INT1 In this household, we belong to social groups which frequently interact with other groups outside this community 
INT2 In this household, some members are friends to prominent people in this community 
INT3 In this household, members always get together with friends to play games and recreational activities 
INT4 My household members have many friends with whom we are very close within and outside this community 
INT5 In this household, most members participate in social organizations in this community 
INT6 In this household, most members participate in activities of diverse social organizations 
INT7 In this household, most members are highly involved in activities of social organization to which they belong 
INT8 Members of this household always get together with others regularly to do an activity  

Interdependence 
IND1 In this household, members have many people beyond this household that we can turn to in case we needed help 
IND2 In this household, we have many stable friendships and we support and trust each other 
IND3 In this household, members have people they feel at ease with  
IND4 In this household, we have people we can talk to about our private matters 
IND5 In this household, we have people we can call upon for help 
IND6 Members of this household closely talk to many households in this community when they have problems 
IND7 Members within this household can easily approach other households within this community when they have 

problems 
IND8 In this household, we always go outside this community to visit 
IND9 In this household, we are always visited by friends when we get problems 
IND10 In this household, we always ask neighbours to take care of our children when we are away 
 
Section 4:  Financial inclusion 
Please circle the most appropriate option for each of the questions below; 
Strongly agree (5), agree (4), not sure (3), disagree (2) strongly disagree (1) 
 

Access 
ACC1 There are many financial services delivery channels nearby this household 
ACC2 There are many financial institution branches nearby this household 
ACC3 The initial account opening fees charged by the financial institution is affordable   
ACC4 The account maintenance fees charged by the financial institution is affordable 
ACC5 The minimum balance on savings account required by the financial institution is affordable 
ACC6 The loan fees charged by the financial institution is affordable 
ACC7 The minimum loan amount offered by the financial institution is satisfactory   
ACC8 The numbers of documents required by the financial institution to open an account are few   
ACC9 The number of days taken by the financial institution to process loan applications is favourable 
ACC10 In this household, we are not discriminated by the financial institution in its service provision 
ACC11 The location to submit loan application required by the financial institution is favourable 
ACC12 The fees charged on payment services offered by the financial institution is affordable 

Quality/relevance 
QTY1 The savings product provided by the financial institution suits our needs 
QTY2 The loan product provided by the financial institution suits our needs 
QTY3 The payment services provided by the financial institution suits our needs 
QTY4 The savings product provided by the financial institution is safe for us 
QTY5 The loan product provided the financial institution is safe for us 
QTY6 The payment services provided by the financial institution is safe for us 
QTY7 The saving product provided by the financial institution satisfies us 
QTY8 The loan product provided by the financial institution satisfies us 
QTY9 The payment services provided by the financial institution satisfies us 
QTY10 The saving product provided by the financial institution is useful to us 
QTY11 The loan products provided by the financial institution is useful to us 
QTY12 The payment services provided by the financial institution is useful to us 

Usage 
USG1 The cost of making a trip to the financial institution is low 
USG2 The paper work requirements by the financial institution is favourable 
USG3 The fees charged by the financial institution on use of its services are favourable 
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USG4 The level of service provision by the financial institution is very good 
USG5 The financial institution always provide its services on regular basis 
USG6 The financial institution always provide its financial services at convenient hours 
USG7 Members of this household trust financial products and services offered by the financial institution 
USG8 The products and services provided by the financial institution are user friendly 
USG9 The process of getting financial services from the financial institution is easy 
USG10 It takes us less time to reach the financial institution to get the services 
USG11 The interest on deposit services offered by the financial institution is attractive for us 
USG12 The terms set by the financial institutions on use of its products and services are favourable to us 
USG13 The financial institution used by this household member is conveniently located 
USG14 The terms of repayment of loans provided by the financial institution is favourable to us 

Welfare 
WEL1 The products/services provided by the financial institution has improved our standard of living 
WEL2 The products/services provided by the financial institution has increased our income 
WEL3 The products/services provided by the financial institution has enabled us acquire more assets 
WEL4 The products/services provided by the financial institution has led to improved literacy in this household 
WEL5 The products/services provided by the financial institution has led to increased consumption in this household 
WEL6 The products/services offered by the financial institution has provided self-employment to this household members 
WEL7 The products/services provided by the financial institution has improved our access to health services 
WEL8 The products/services provided by the financial institution has improved our housing condition 
WEL9 The products/services provided by the financial institution has improved our access to amenities 
WEL10 The products/services provided by the financial institution has improved our access to utilities 
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