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Abstract: Financial inclusion has a wide range of positive effects on sustainable development, but studies
indicate a lack of awareness about financial services in the large group of financially excluded individuals
within the economy. This paper examines the mediating effects of financial literacy and the moderating
role of social capital on the relationship between financial inclusion and sustainable development in
Cameroon. A PLS-SEM model was used with 488 collected samples as empirical data from the residents of
the Douala and Buea municipalities in Cameroon through a questionnaire survey. Financial inclusion was
found to be positive and significantly related to financial literacy, and to have a positive and significant
impact on sustainable development. Financial literacy and social capital positively and significantly
affect sustainable development in Cameroon. However, financial literacy mediates, while social capital
does not moderate the relationship between financial inclusion and sustainable development. The
mediation is complementary because both the direct and indirect relationships are significant. The
findings and contributions of this study provide useful insights and practical implications for financial
institutions and governments, especially in developing countries. It provides empirical evidence and
a better understanding of the link between financial inclusion and sustainable development, and the
mediating effects and moderating role of financial literacy and social capital.
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1. Introduction

The global financial crisis of 2009 and the subsequent recession in many parts of
the world, coupled with the inability of many African countries including Cameroon
to achieve the mandate of the millennium development goals (MDGs), exposed how
backward these countries are. The presence of factors such as poverty, limited access
to finance and education, and policies have hindered the sustainable development of
Cameroon [1]. Cameroon experienced very slight economic growth in 2019, but it was not
inclusive enough to contribute to human capital development meaningfully.

In terms of social indicators, the country has failed to achieve universal basic edu-
cation [1]. According to the World Bank [2], the data for sustainable development goals
(SDGs) concerning poverty show that Cameroon faces great socioeconomic inequality
between rural areas (where the poverty level is close to 70%) and urban areas (where the
poverty rate is around 5%). According to the World Bank’s CPIA macroeconomic score
indicators, Cameroon lags behind the average for SDG compliance even though there
have been considerable improvements in policies and institutions since 2016. Thus, to
help improve the situation, the government and some other organizations, institutions,
and agencies are trying to engage the private sector to promote economic growth and
diversification. However, private sector organizations are concentrated on health and
nutrition, and ignore other vital sectors such as education and financial inclusion.

The UN developed sustainable development goals (SDGs) to complement the leftover
MDGs. Thus, many developing countries, particularly Cameroon, developed strategies
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to reduce poverty and other social vices among citizens to achieve economic growth
and sustainable development. Among many areas identified by scholars are areas of
financial inclusion, which dwarf the economy of many developing countries, including
Cameroon. Hence, many researchers are focused on financial inclusion, financial literacy,
and sustainable development issues. According to Alshebami and Aldhyani [3], financial
literacy or awareness is necessary to achieve and maintain well-being among people in
general, and young people in particular, in today’s economy.

Some studies in the literature have indicated that many developing countries in Africa
face severe macroeconomic problems, ranging from uneven financial stability increasing
income inequality to acute poverty and unemployment [4,5]. Researchers have suggested
using financial inclusion (FI) to improve access to financial services for every segment of
society [6-8]. The literature established that FI had been a subject of economic research
in recent times [9-11]. Thus, FI attempts to encourage underprivileged individuals to
enjoy financial services. Moreover, FI is now viewed as a policy tool for achieving diverse
macroeconomic goals.

Furthermore, FI facilitates capital mobility, creates investment opportunities, promotes
savings, improves financial stability, and drives economic progress to achieve sustainable
development [12-17]. FI has a wide range of positive effects on economic development.
It offers low-cost basic financial and banking services to struggling consumers and those
who cannot access regular banking services, and it expands access to financial services
for low-income individuals [18]. However, it may be hampered by a lack of financial
literacy, preventing financial services from being capitalized to their full potential, thus
diluting its impact on sustainable development [8,19,20]. Financial literacy is the ability of
an individual to become familiar and/or knowledgeable with financial market products so
that they can make informed decisions.

Scholars emphasize the significance of FI, highlighting its role in facilitating easy access
to useful and affordable financial products and services. It has recently received much
attention from policymakers and practitioners because of its proven effect on improving
the wellbeing of poorer individuals. However, the world is still a long way from achieving
the financial inclusion for all goal by 2030, with 1.7 billion adults unbanked as of 2017 [21].
One of the reasons for many unbanked adults and low levels of FI in many parts of the
world is the reluctance of formal financial institutions to provide financial services to the
poor because it is considered non-profiteering (Mia et al., 2019). A lack of financial literacy
is also to blame [8].

Many established studies in the literature focused on FI and sustainable development.
The outcome of the studies varies; some are supportive of the concept while others are
not. However, the most significant issue is that FI is associated with economic growth
and sustainability [22-24]. Investigations show that the dilemma of effective FI is linked
to developing countries, while developed countries have functional access to financial
services. According to Aguera [25], approximately 77% of people living on less than $2 per
day do not have a bank account, hence do not have access to financial services.

Therefore, it is significant for developing countries, particularly Africa, to embark
on policies that will promote access to financial services to boost their economic growth
and achieve sustainability. Thus, research has revealed a plethora of benefits linked to FI
for both individuals and businesses. For example, FI is crucial in alleviating poverty and
economic disparities [13,26,27]. Furthermore, it encourages entrepreneurship and promotes
productive investment and economic development. Access to and use of financial services
boosts household welfare through higher consumption, increases investments, productivity,
and entrepreneurship among women, and minimizes gender income inequality [28].

In Africa, the level of economic activities, growth, and development between countries
determines FI. There is significant variation in FI between sub-Saharan African countries.
Some regions are ahead of others with regards to FI, such as Southern Africa, West Africa,
and Central Africa. In support of the preceding discussion, Demirgii¢-Kunt et al. [29]
opined that South Africa’s experience primarily drives the high level of financial inclusion
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in the Southern Africa region. In contrast, Kenya’s large mobile money system adoption is
primarily driven by Eastern Africa. While in West Africa, it is driven by Nigeria’s economy,
the largest in Africa. Compared to neighboring regions, financial inclusion in Central Africa
remains relatively low, at least in terms of account penetration. According to Demirgiig-
Kunt and Klapper [30], only 11% of adults in the Central African sub-region operate an
account with financial institutions, lower than the average of 27% in sub-Saharan Africa.

However, information and communications technology (ICT) and the digital econ-
omy have a growing influence in accessing financial services across the continent, includ-
ing Cameroon. For example, the Central African economic and monetary community
(CEMAQC) region has an estimated internet and mobile phone penetration rate of 80% [31].
In Cameroon, the value of mobile banking transactions as a proportion of GDP has risen
from 0.08% in 2013 to 4.50% in 2016, and then to 30.24% in 2018. This demonstrates the
significance of these phenomena and helps to explain the country’s growth rates [32]. Ad-
ditionally, Cameroon saw a notable increase in terms of FI, whether in terms of deposits
or borrowings in commercial banks, with a growth rate of 3.8% in 2018 [33]. Moreover,
Cameroon benefits immensely from this scenario as research demonstrates that financial
inclusion lowers information and transaction costs. This impacts savings rates, investment
decisions, technological innovation, and sustainable development [18].

Therefore, having established the current trends from the literature between the two
dimensions (FI and sustainable development), the current study introduced two interven-
ing variables (financial literacy and social capital) as mediating and moderating variables.
Although sustainable development appears to be macro, it can be captured at the micro-
level, similar to the other constructs of financial inclusion, financial literacy, and social
capital. This is because previous studies [24,34-36] have used them together across differ-
ent domains. In addition, since the human development index has been used as a proxy
for sustainable development, Castells-Quintana [37] and Sen [38] emphasized that it is
the most accurate method of measuring development. It considers literacy rates and life
expectancy, which affect productivity and may lead to inclusive economic growth. Ac-
cording to Jahana [39], the human development index creates more education, healthcare,
employment, and environmental conservation opportunities. All these issues that define
sustainable development could be measured using individual perceptions. With competing
pressure worldwide regarding access to financial services, which some previous studies
suggested are limited by financial literacy [8,20], the current study introduced the inter-
vening variables to fill this gap in the literature. The two intervening variables have not
been jointly tested previously in the relationship between FI and sustainable development.
Therefore, this paper aims to examine the mediating effect of financial literacy and the mod-
erating role of social capital on the relationship between financial inclusion and sustainable
development. The paper would make significant theoretical and practical contributions in
that two intervening variables were introduced. This paper is structured into six sections:
introduction, literature review and concepts, theoretical underpinning and research model,
research design and methods, data analysis and results, conclusions and limitations.

2. Literature Review and Concepts

This part presents the review of related literature, concepts, the theoretical background,
and the proposed conceptual model for the study.

2.1. Financial Literacy

Financial literacy (FL) has become increasingly important in recent years, particularly
since 2002, as financial markets have become more complex, and the average person finds
it difficult to make informed decisions. FL is a critical tool for promoting FI and develop-
ment, leading to financial stability. According to Alshebami and Al Marri [40], financial
literacy enables entrepreneurs to understand the necessary financial sources for funding
their businesses. Due to its significance in supporting investment decisions, enhancing
personal financial management, and boosting financial wellness, financial literacy has
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drawn considerable attention from academics, policymakers, and other stakeholders [40].
According to studies, financial development is a critical driver of economic growth and
sustainability [12]. Scholars have argued that a lack of FL is a significant impediment to
service demand. Individuals will not demand products if they are not familiar with or
comfortable with them [41].

Financial literacy is the ability to be familiar with and understand financial market prod-
ucts, particularly rewards and risks, to make informed decisions. Thus, it refers to making
informed decisions about money management and effective financial decisions. Financial
exclusion in developing countries is caused by a lack of FL regarding financial products
and services [42]. Moreover, motivation for saving, borrowing, and using financial products
and services influences FI in developing countries [43]. In recent years, FL has received
a great deal of attention and growth in many countries. This expansion, however, is due
to the difficulties that have arisen in the vibrant financial system, which requires financial
customers to formulate financial alternatives and assessments more aggressively [44].

Many studies on FI and its relationship with economic development and sustainability
support the significance of FL in the success of every country’s financial system. Specifically,
FL is an essential tool of financial education concerning financial products, services, and
activities [45,46]. It has been very helpful in aiding people to select appropriate financial
products [47-49]. Thus, many scholars have argued that FL is inextricably linked to the
sustainable development of every country’s financial system. As it has far-reaching implica-
tions for personal financial decisions [50-54], it enhances the level of economic development
by promoting economic security through poverty reduction and unemployment [55-57].

There is a strong link between FI and FL, from demand and supply perspectives.
FL increases demand by educating people about what they can and should demand. FI
operates on the supply side, supplying what people need in the financial market [41].

2.2. Social Capital

Many studies in the literature have emphasized the significance of considering the
social capital (SC) endowment of members of an organization or group [58-60]. Confidence
and other elements incorporated into the concept of SC contribute to the development
of FI processes that benefit residents and provide a sustainable population for financial
institutions, resulting in economic growth and sustainability. Social capital refers to the in-
formal relationships, associations, and networks that foster shared feelings of camaraderie
and cooperation among actors through endearment and reciprocity [61]. Therefore, the
strengths of a rural production organization’s social capital are based on complex interac-
tions between social components of the internal network structure, connections and links
with external actors, and a synergistic relationship between the institution and the state.

However, using firms’ perspectives, social capital represents the number of firm
resources that are easily possessed and accessed because of its network of formal and
informal relationships [62,63]. SC is improved through systematic coordination and mutual
understanding between participants, and it is measured by the network’s level of trust,
bonding, bridging, and collective action [61]. Trust is each party’s belief in the other party’s
integrity, veracity, and ability to fulfill their obligations in the relationship [64]. Bonding
refers to participants’ ability to use their collective strengths to reduce risks and distribute
costs evenly [64]. Bridging entails the willingness of parties to maintain social interactions,
mainly when any other party violates the social creed [65]. The ability of participants to
take concurrent steps in the direction of a resolution or agreement is referred to as collective
action, and it is enhanced by quality information sharing [66].

From the preceding discussion, the literature established that FI depends on social
capital and can moderate the relationship between FI and sustainable development. Thus,
positive SC endowment creates conditions for an inclusive financial process and strengthens
the population’s capacity to engage in social learning [67], improve risk management,
provide conventional contracts, work within collateral relationships, and serve as a reliable
source of information [65].
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2.3. Financial Inclusion

Researchers have made significant contributions in understanding the cause and
implications of many people excluded from financial services, particularly in developing
countries. Lyons and Kass-Hanna [68] discovered that economically vulnerable populations
are significantly less likely to be included in financial systems. Literature on economics
and finance has provided various definitions of FI. For example, Sarma [69] provided
a comprehensive definition that addresses a large population’s critical issues, such as
accessibility, availability, and utilization of financial services. FI, which entails individuals
and businesses effectively accessing and utilizing available, affordable, convenient, high-
quality, and long-term financial services from formal providers, can reduce poverty and
achieve economic and sustainable development [70].

Improving enterprise performance is critical for developing countries worldwide and
African countries in particular. Indeed, African countries are characterized by many enter-
prises that help them achieve their sustainable development by providing jobs, speeding-up
industrialization to increase economic growth, and promoting the wellbeing of their people.
Thus, such businesses are critical to the competitiveness of sub-Saharan African coun-
tries, such as Cameroon [71-74]. Therefore, lack of access to financial services can be a
significant impediment on income opportunities and economic wellbeing of individuals,
particularly the poor, women and youth, rural populations, migrants, and those involved
in the informal economy and firms, particularly SMEs and micro-enterprises.

Studies also indicate that many scholars have identified FI as a significant component
that assists enterprises to stay in business [75-77]. It enables businesses that find it challeng-
ing to obtain funding from traditional banking institutions to gain access to a wide range of
financial products and services that are useful and tailored to their needs for sales, payment,
savings, credit, and insurance at a lower cost. FI has primarily been measured through
usage and access of formal financial services using supply-side aggregate data [69,78-80]
and barriers on the other side.

2.4. Sustainable Development

The macroeconomic dimensions of a nation that the country builds for the current gen-
eration to achieve growth and development are the elements of sustainable development.
Thus, every country attempts to accelerate these economic, social, and environmental vari-
ables to achieve sustainability, which should not affect the needs of the future generation.
The literature described sustainable development as a broad agenda that aims to direct
resources and policy toward meeting current needs while preserving the ability of future
generations to meet their own [81,82]. Mbata [83] defines sustainable development as the
holistic development of individuals. It is concerned with personal development and nation
building, extending beyond the provision of bridges, roads, skyscrapers, and other social
amenities. Therefore, sustainable development should be a continuous process that does
not harm the environment, as supported by some scholars who argued that development
is sustainable when it can be sustained and continued indefinitely [84-86].

Browning and Rigolon [87] opined that sustainable development, as a development
model, calls for an increase in the standard of living without negatively impacting the environ-
ment or the earth’s ecosystems [87,88]. Sustainable development has three dimensions: social,
economic, and environmental. According to Zhai and Change [89], sustainable development
aims to achieve environmental balance, economic growth, and social progress. From the
preceding discussion, the rural population has made significant contributions to the overall
economic development and sustainability of the country through inclusive finance [90-93].

As previously mentioned, many studies supported the three dimensions of sustainable
development (social, economic, and environmental). Thus, the UN agency indicates the
social dimension of SD to gender equity, cultural diversity, human rights issues, inter-
cultural understanding, and peace and human security issues [94]. The environmental
variable is related to sustainable urbanization and natural resource protection, including
air, soil, water, agriculture, and energy [94]. Others include minimizing environmental pol-
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lution (water, air, and soil), which encourages renewable energy such as wind energy and
geothermal, to replace conventional sources such as petrol, gas, and coal. Preserving forests
and expanding green areas reduces resource consumption and environmental pollution
through waste recycling and halts all activities that accelerate global warming [95,96].

However, economic sustainability encompasses issues such as resource conservation,
income and expense balance, the elimination of income distribution inequality, sustainable
production and cost, creating an enabling environment for investment, investments in
high-income sectors, investments in vital sectors, and R&D [96-99].

3. Theoretical Underpinning and Research Model

The current study is underpinned by a good public theory of FI, which is one of
the FI beneficiaries’ theories. There are various arguments regarding who benefits from
the outcomes of FI. Growing evidence shows poor people primarily benefit most from
FI [100]. In contrast, the literature indicates that women are most likely to benefit from
FI outcomes [101-103]. Furthermore, some studies believe the largest beneficiaries of FI
are the economy and the financial system [103-106]. Aside from women and the poor,
the literature has overlooked the young and the elderly. Others include institutionalized
people expelled from the financial sector likely due to criminal offenses committed.

Formal financial services, according to the theory, are a public good that should be
made available to everyone for everyone’s benefit. As a result, everyone should have
unrestricted access to finance. According to the literature, as a public good, one person’s
access to formal financial services does not limit its availability to others. Similarly, all
elements of the population could be integrated into the formal financial sector for the
benefit of all. According to this theory, all population members benefit from FI, and no one
is excluded [107]. From the preceding discussion, the good public theory of FI can explain
the theoretical model of the current study. The major objective of the study is to investigate
the relationship between FI and SD in Cameroon.

Financial inclusion, as previously mentioned, focuses on providing formal, accessible
financial services to all persons and enterprises, whereas sustainable development aims to
meet the requirements of the present without jeopardizing the ability of future generations
to do the same [108]. The economic, environmental, and social components of sustain-
able development are its three main pillars [109]. Financial inclusion meets sustainable
development in its aspects of economic and social dimensions. The economic dimension
of sustainable development relates to financial inclusion because financial institutions can
reach out to the unbanked segments through account ownership schemes and affordable
financial services to improve their economic conditions. This could improve the welfare of
the people and increase the profitability of financial institutions which in turn contributes
to job creation and higher economic growth, leading to sustainable development.

On the other hand, the social dimension of sustainable development relates to financial
inclusion. This is because financial institutions must deal with financially included people
with respect, care, and fairness through fair pricing of basic financial products and services.
Thus, when financial inclusion policies are implemented by financial institutions that function
within the existing economic and social systems that are crucial for sustainable development,
there is a connection between financial inclusion and sustainable development.

Recent literature implies that a sizable portion of Africa’s population is still financially
excluded [110,111]. Thus, the theory entails how the poor, women, and others less privi-
leged in society should have unrestricted access to financial services, leading to economic
growth and sustainability. The best way to achieve this is through effective FL. Figure 1
shows the proposed conceptual model of the study. The model indicates the relationship
between financial inclusion and sustainable development. Financial inclusion has three
dimensions (access, usage, and barrier). In the same vein, sustainable development has
three dimensions (social, economic, and environmental). The model also shows the two
intervening variables, mediating effect of financial literacy and moderating role of social
capital with four dimensions (collective action, bridging, bonding, and trust).
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Figure 1. A proposed conceptual model.

3.1. Hypotheses Development and Conceptual Model
3.1.1. Financial Inclusion and Sustainable Development Relationship

Many studies on economics and finance indicate a significant relationship between
FI and SD [8,24]. Fine [112] considers economic development to increase or improve
living standards, self-esteem needs, freedom from oppression, and increased choice. The
study also emphasized that the human development index (HDI) is the most accurate
method for measuring development. It considers literacy rates and life expectancy, which
affect productivity and lead to inclusive economic growth. According to UNDP [40],
the human development index creates more education, healthcare, employment, and
environmental conservation opportunities. It simply means that everyone’s per capita
income will rise. Thus, economic development can be more meaningful and sustainable
if human development is prioritized in development plans. Thus, the literature supports
financial inclusion to provide access to financial services to reduce poverty and improve
the standard of living [10].

Dipasha [22] examines the relationship between the various dimensions of FI and the
economic development of the emerging Indian economy. The findings of the empirical
study show a positive relationship between economic development and various aspects
of FI, specifically banking penetration, availability of banking services, and deposit usage.
Babajide et al. [113] examined the impact of FI on economic growth in Nigeria. The study
focused on the factors that influence FI and its impact on economic growth. Secondary data
were obtained from world development indicators, and the data were analyzed using the
ordinary least square regression model. The study results revealed that FI is a significant
determinant of total production and capital per worker, which determines the final level of
output in the economy.

Sarma and Pais [34] investigated the issue of FI concerning India’s development.
The study focused on the relationship between FI and development across the country.
According to their findings, the country’s levels of human development and FI are closely
related, with a few exceptions. Income is positively associated with levels of FI among
socioeconomic factors. However, the study of Adah and Abu [36] examined FI and SD in
Nigeria. An empirical diagnosis presents a different outcome. Credit and capital market
penetrations thus serve as proxies for FI, while the HDI serves as a proxy for long-term
economic development. The results show significant probability values for the credit
penetration variable at 0.05 significance levels, but the coefficient is negative. Despite its
significant value, it has a negative impact on the economy during the study period.

On the other hand, the capital market has a positive beta coefficient despite not having
a significant probability value at 0.05. This also implies that CMP appears to positively
impact the economy, albeit with a low probability value. As a result, the null hypothesis of
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this study, that financial inclusion has had no significant impact on Nigeria’s sustainable
economic development, is not rejected.

Furthermore, Khan et al. [8] examined the impact of FI on poverty, income inequality,
and financial stability using panel data from 54 African countries. Thus, to accomplish
this, the current study employed multiple regressions on an unbalanced panel dataset of
54 African countries based on the four-year mean value from 2001 to 2019. According to
the findings, FI is an important indicator because it reduces poverty, income inequality
and improves financial stability, leading to economic development. From the preceding
discussion, the study suggests the following hypothesis:

H1. Financial inclusion is significantly associated with sustainable development in Cameroon.

3.1.2. Financial Inclusion and Financial Literacy Relationship

As mentioned earlier, scholars are interested in issues concerning FI and its effect on the
overall economy, which many studies indicated were limited by FL. Studies have examined
the relationship between FI and FL, many of which present a significant association between
the two dimensions. Thus, describing financial illiteracy as a significant impediment to the
process of financial inclusion [68,114-119]. Hasan et al. [120] investigated how FL impacts
inclusive finance. The study used three econometrics models: logistic regression, probit
regression, and complementary log-log regression, to see if FL has a significant impact on
removing barriers that prevent people from accessing and using financial services to better
their lives. The empirical findings revealed that knowledge about various financial services
significantly impacted obtaining financial access. Some variables, such as income level,
profession, knowledge of depositing and withdrawing money, and knowledge of interest
rates, significantly impacted overall access to finance.

According to Kou et al. [121], access to finance is a challenge; thus, various national and
international organizations regarded FL as one of the influential FI components. Shen et al. [122]
showed that, except for internet usage, there is a statistically significant relationship between
digital financial product usage and FL. FI was not influenced solely by FL; however, combining
FL and internet use may improve financial access [120]. Similarly, Hussain et al. [123] investi-
gated the link between education level and business owners’ use of financial services. They
discovered that FL influenced a firm’s access to finance and its growth.

Furthermore, due to the increased use of technology, Tryon [120] identified financial
education as one of the twenty-first century’s most popular financial and economic terms.
In this case, it was necessary to obtain technical education to discover new ways to op-
erate new financial technologies. Based on the evidence above, the study suggests the
following hypothesis:

H2. Financial inclusion is significantly associated with financial literacy in Cameroon.

3.1.3. The Mediating Effect of Financial Literacy on Financial Inclusion and Sustainable
Development

The preceding discussion presents enough evidence in the finance and economics lit-
erature that FI leads to sustainable economic development. There is also growing evidence
that this link hinges upon effective FL. As a result, the UN agency proposed that targeted
FI and financial education policies help bridge inclusion gaps by directing assistance where
it is most needed, thereby contributing to inclusive growth and more sustainable societies
worldwide. Furthermore, recent cross-country empirical evidence suggests that increased
FL leads to increased FI at the national level. Improving FL would benefit all countries
at different stages of economic and financial development [124]. FL regards the ability
of individuals to process economic facts and figures to make informed decisions about
financial planning, wealth accumulation, annuities, and debt management [52].

Scholars and experts believe that FL consists of financial attitude, financial knowledge,
and financial behavior [42,125-128]. Thus, policymakers and stakeholders can achieve
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FI through effective FL to ensure sustainable economic growth and development [129].
Scholars have discovered that financial knowledge influences financial management per-
formance and behavior and that consumers with more financial knowledge have better
financial behavior [130-132]. Therefore, by understanding better financial behavior, ex-
cluded members of society can now have access to financial services, improve their standard
of living, and achieve economic growth and sustainability.

Kaur and Bansal [133] investigated the role of financial products and services in
mediating the relationship between financial access and MSME growth in India. The
primary goal of the research is to determine what role financial goods and services play in
mediating the link between financial access and the growth of micro, small, and medium-
sized enterprises (MSMESs) in developing markets. The results confirmed the mediating
effect though the finding could still be confirmed in other emerging economies. Using data
from rural Uganda, Bongomin et al. [134] sought to establish the mediating role of financial
intermediaries in the relationship between financial literacy and financial inclusion of the
poor in developing countries. The study used the PLS-SEM model, and the findings reveal
that financial intermediaries significantly mediate the relationship between FL and FI.

According to Huston [125], financial knowledge was specified as an input to model
the need for financial education and explain variation in financial outcomes. According to
Wang et al. [135], a lack of financial knowledge increases the likelihood of making unsecured
P2P and personal loans. According to the literature, FL impedes financial inclusion and
may stymie economic development [68,115-128,136]. Furthermore, financial literacy is
strongly linked to developing every country’s financial system and economic development
by accelerating economic security and lowering unemployment. As a result, it has far-
reaching implications for personal financial decisions [50,52-54,56,57,131]. Therefore, FL
can mediate the relationship between FI and SD. Based on the above evidence in the
literature, the study suggests the next hypothesis:

H3. Financial literacy significantly mediates the relationship between financial inclusion and
sustainable development in Cameroon.

3.1.4. The Moderating Role of Social Capital on Financial Inclusion and
Sustainable Development

Social capital could provide an important strength in ensuring FI and can lead to
sustainable economic development. People who fall into rural organizations or production
groups consider SC as immaterial assets. This creates a collective action capacity for them,
allowing access to resources, identifying new ways of meeting needs, and responsible use
of financial services [137]. Shim et al. [138] discovered that adolescent financial education is
linked to financial behavior, attitudes, and learning, whether at school, home, or workplace.

Many studies have used SC as a moderating variable, some with similar independent vari-
ables similar to the current study, while others have different dimensions. Onodugo et al. [65]
investigated the role of social capital in moderating the effect of financial behavior on FI. The
study’s goal was to empirically test the moderating effects of collective action, bonding, trust,
and bridging on the impact of financial behavior on FI. The findings indicate that financial
behavior has a positive main effect on financial inclusion. Two of the four dimensions of
social capital (collective action and bridging) had a significant moderating effect in the
relationship, while bonding and trust were statistically insignificant. Rezazadeh et al. [139]
investigated the moderating role of SC in developing tourism and urban sustainable develop-
ment in Zahedan. According to the findings, SC had a moderating effect on the relationship
between tourism development and sustainable urban development, to the extent that social
capital explains 25% of the variation in the variable of interest.

Khaki and Sangmi [140] assess the impact of access to finance on the socio-political em-
powerment of Swarnjayanti Gram Swarozgar Yojana (SGSY) beneficiaries, now known as
the National Rural Livelihood Mission (NRLM). According to the findings, access to finance
positively impacts almost all socio-political indicators of empowerment, with the impact
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on FL and economic awareness being relatively lower. Moreover, Bongomin et al. [61]
discovered that bonding acts as a mediator between FL and FI. As a result, bonding could
increase the amount of financial information available to businesses, allowing them to
execute financial strategies that allow them to access financial services continuously. Based
on the above evidence, the study suggests the following hypothesis:

Ha4. Social capital significantly moderates the relationship between financial inclusion and sustain-
able development in Cameroon.

4. Research Design and Methodology
4.1. Sample and Data Collection

A survey research design involving a questionnaire (see Appendix A) was used
in this study to collect data that would be used for analysis with the aid of PLS-SEM.
The study population consists of development experts from the National Institute of
Statistics, Resource Centre for Environment and Sustainable Development (RCESD), a
non-profit organization, and residents of the outskirts of the Douala and Buea municipality
in Cameroon. Several customers from three deposit money banks were drawn for the study.
The bank’s customers numbered 2350, while the local communities had a conservative
estimate of 10,551. Thus, the entire population for the study is 12,901. The study used
Krejcie and Morgan'’s [141] scientific table to determine the sample size of 375.

The researchers added 30% to compensate for non-responses and missing values [142].
Thus, the study used a sample of 488 for data collection. Furthermore, a convenience
sampling technique was used to collect data for the study. According to Sekaran and
Bougie [143], convenience sampling is a data collection method that collects from a study
population who are readily available and willing to provide it. We used the convenience
sampling method because the bank customers were too numerous and using a probability
sampling method such as the simple random method would be very difficult. Therefore,
we considered it more appropriate to target customers as they came into the bank and
to give them the questionnaires. The researchers used three assistants who distributed
questionnaires for the data collection. The assistants were trained so that they would
be able to guide the respondents while filling in the questionnaires. The study received
412 returned questionnaires; 381 were filled, representing 78% of the total distributed
instruments. These 381 were used for further analysis.

4.2. Data Analysis Tools

The major statistical tool used to assess the hypothetical model in this study is struc-
tural equation modeling (SEM), which is considered a second-generation data analysis
technique that is sophisticated and widely used to test complex models using data [144].
Since this study uses both mediator and moderator, it is appropriate to use PLS-SEM. The
SEM technique allows researchers to model relationships between multiple independent
and dependent variables simultaneously to answer certain research questions.

4.3. Measurement of Variables

The financial inclusion measures were adapted from the study of Camara and Tuesta [145];
it consists of access (ACC), usage (USG) and barrier (BRR), represented by 5, 5, and
4 items each, respectively. The sustainable development construct consists of social (SCL),
economic (ECO), and environmental (ENV), and was measured by 4, 4, and 4 items,
respectively, adopted from Atmaca et al. [96] and Chow and Chen [146]. Financial liter-
acy (one-dimension) is adapted from Rieger [147] and Vieira et al. [148], represented by
7 items. Finally, social capital consisted of collective action (CA), bridging (BRG), bonding
(BND), and trust (ITRS), and was measured by 3 items, each adapted from the study of
Bongomin et al. [149] and Onodugo et al. [65]. A 5-point Likert scale was used to measure
the items, ranging from strongly agree (1) to strongly disagree (5).
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5. Data Analysis and Results

To test the study’s measurement model, the researcher looked at the reliability of
the items, measuring each potential structure and the internal consistency reliability (dis-
criminant validity, construct reliability, and convergence validity) [150]. Hair et al. [151]
proposed an external load of between 0.40 and 0.70 as reliable and acceptable. They believe
that an item should only be deleted when it will increase the reliability of constructs AVE
or composite reliability.

Figure 2 shows that the endogenous variable, FI, has 13 indicators (as BRR2 was
deleted), while SD has 13 as none were removed from its indicators. The moderator, SC, has
7 indicators (as BND2, BND3, TRS1, TRS2, and TRS3 were deleted), while the mediating
variable, FL, has 7 indicators. None had a loading below the threshold.
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Figure 2. Path coefficient. (Note: * Signifies multiplication).

As shown in Figure 2, the loading must be between 0.40 and 0.70 to retain a specific
indicator; hence, the deletion is subject to the AVE and CR increment. As a result of
Hair et al.’s [152] rule of thumb, only 6 items out of 45 measuring 4 constructs in this study
were deleted, leaving the remaining 39 items for further analysis (see Figure 2). Table 1
shows the loading of the individual items.

Table 1. Measurement model: reliability and convergent validity.

Constructs Items Loadings CA CR AVE
Financial Inclusion ACC1 0.703 0.930 0.933 0.546

ACC2 0.665

ACC3 0.698

ACC4 0.586

ACC5 0.779

BRR1 0.739

BRR3 0.761

BRR4 0.751

USG1 0.811

USG2 0.756

USG3 0.771

USG4 0.810

USG5 0.748
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Table 1. Cont.
Constructs Items Loadings CA CR AVE
Financial Literacy FLI1 0.756 0.884 0.910 0.592
FLI2 0.794
FLI3 0.815
FLI4 0.707
FLI5 0.707
FLI6 0.833
FLI7 0.763
Social Capital BND1 0.826 0.933 0.943 0.581
BRG1 0.824
BRG2 0.878
BRG3 0.811
CA1 0.875
CA2 0.839
CA3 0.860
Sustainable ECO1 0.772 0.934 0.943 0.581
Development
ECO2 0.761
ECO3 0.753
ECO4 0.795
ENV1 0.774
ENV2 0.797
ENV3 0.839
ENV4 0.813
SCL1 0.740
SCL2 0.595
SCL3 0.673
SCL4 0.801

Note: six items were deleted due to a measurement issue (1 = 381).

From Table 1, the indicators have loadings of 0.50 and higher. Although some of the
items have loadings below 0.70, they were retained because they are above the critical
level of 0.40. However, removing the items with lower loadings would have no significant
impact on the AVE or CR. Based on the criterion established by [147], it is concluded that all
the remaining items are reliable in measuring their respective reflective latent constructs.

5.1. Discriminant Validity of the Model

The extent to which a construct differs from one another empirically is referred to
as discriminant validity. As a result, the study assesses discriminant validity using the
heterotrait-monotrait (HTMT) ratio and the Fornell and Larcker correlation criterion. The
study used only the HTMT.

The heterotrait-monotrait (HTMT) ratio of correlation was used to assess the discrim-
inant validity further. Henseler et al. [153] emphasized the superior performance of the
HTMT ratio (also see [154]) using the Monte Carlo simulation study. They discovered that
HTMT achieves higher specificity and sensitivity rates (97% to 99%) when compared to the
cross-loadings criterion (0.00%) and Fornell-Lacker (20.82%).

From Table 2, it can be seen that using the HTMT involves comparing it to a prede-
termined threshold. Thus, if the HTMT value is greater than the predefined threshold, it
can be concluded that there is an absence of discriminant validity. Several authors propose
a benchmark of 0.85 [155]. Furthermore, Gold et al. [156] proposed a value of 0.90 as the
acceptable threshold. Based on this criterion, this study’s reflective latent constructs have
achieved discriminant validity, as none exceed 0.90.
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Table 2. Discriminants validity: heterotrait-monotrait (HTMT) ratio criterion.

Financial Financial SC * FIN Social Sustainable
Inclusion Literacy Capital DEV
Financial Inclusion
Financial Literacy 0.840
SC * FIN 0.690 0.719
Social Capital 0.830 0.841 0.720
Sustainable DEV 0.811 0.829 0.724 0.896

(Note: * Signifies multiplication).

5.2. Structural Model Assessment: Direct Relationship

After all the requirements of the measurement model are satisfied, the structural model
is then evaluated. Therefore, this section presents the results of the structural equation
model. Both the direct and indirect relationships were analyzed using bootstrap analysis.
Specifically, the standard bootstrapping procedure was employed for 381 cases to assess
the significance of the path coefficients of both direct and indirect relationships [147], [150].

Considering the objective of this study, the researcher analyzed the data using struc-
tural equation modelling for both direct and indirect relationships (see [147,157,158]). The
first evaluation was undertaken to assess the theoretical relationships. Specifically, standard
bootstrap was adopted on a sample of 381 to evaluate the importance of path coefficients
for the direct relationships [147,150,159]. The structural model was used to test the study’s
hypotheses and assess the model’s coefficient of determination, effect size, and predictive
relevance, as shown in Figure 3.
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Figure 3. PLS Bootstrapping result (structural model for direct and indirect relationships). (Note:
* Signifies multiplication).

Table 3 presents the results of the test of hypotheses. The relationship between FI
was found to be positive and significantly related to FL (3 = 0.767 t—value = 21.627 and
p value < 0.000). FI was also found to have a positive and significant relationship with SD
(p =0.401 t—value = 6.477 and p value < 0.000). FL was found to have a positive and significant
effect on the SD of Cameroon (3 = 0.305 t—value = 5.509 and p value < 0.000). The results fur-
ther show that SC has a positive and significant effect on SD (3 = —0.214 t—value = 3.536 and
p value < 0.000). However, the results show that SC does not moderate the relationship
between FI and SD (3 = —0.049 t—value = 2.358 and p value < 0.000). The relationship be-
tween SC and SD was found to be positive and significant (3 = 0.214 t—value = 3.536 and
p value < 0.000). Finally, the results show that FL mediates the relationship between FI and SD
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(B =0.233 t—value = 5.312 and p value < 0.000). The mediation is complimentary because
both the direct relationship and the indirect relationship are significant.

Table 3. Test of hypothesis path coefficient.

Beta Standard Deviation T Statistics

Relationships Values (STDEV) (10/STDEV |) p Values Decision
FIN. INCLUSION > FIN. LITERACY 0.767 0.035 21.627 0.000 *** Supported
FIN. INCLUSION > SUS. DEV 0.401 0.062 6.477 0.000 *** Supported
FIN. LITERACY > SUS. DEV 0.305 0.055 5.509 0.000 *** Supported

SC * FIN > SUS. DEV —0.049 0.021 2.358 0.018 ** Not Supported
SOC. CAPITAL > SUS. DEV 0.214 0.061 3.536 0.000 *** Supported
FIN. INCLUSION > FIN. LITERACY > 535 0.044 5.312 0.000 *** Supported

SUS. DEV

(Note: * Signifies multiplication. *** p < 0.01, ** p < 0.1. Level of significance = 0.01).

In summary, five alternate hypotheses out of six were supported empirically for all the
direct and indirect relationships between the latent exogenous and endogenous constructs,
while one hypothesis was not supported.

5.3. Coefficient of Determination for the Relationships

Apart from assessing the significance and relevance of the path model, another com-
monly used measure of evaluating the structural model relationships is assessing the level
of R-square or the coefficient of determination [160]. The R-square (R?) measures the
predictive power of a model; thus, it is computed as the squared correlation between the
independent variable’s actual and predicted value [147].

Table 4 reports the R-square stood at 0.834, which implies that the exogenous variable
of the study explains approximately 83.4% of the variation in the sustainable development
of Cameroon. In comparison, the remaining 16.6% is explained by other factors not captured
in this study. The Q? values appeared to be greater than zero, which implies that they have
predictive relevance in the model. The results also show that financial inclusion has a large
effect when it comes to contribution to sustainable development.

Table 4. Coefficient of determination (R?), effect size (F2), and predictive relevance (Q?).

Constructs R? Square Q? (=1 — SSE/SSO) 2 Inn Effect Size
Fin Inclusion 0.834 0.333 Large
Fin Literacy 0.834 0.342 0.133 Small
SC * FIN 0.834 0.018 Small
Social Capital 0.834 0.062 Small
Sustainable Dev 0.834 0.476

(Note: * Signifies multiplication).

5.4. Discussion

The study attempts to answer the research question: what is the mediating effect of
financial literacy and the moderating effect of social capital on the relationship between
financial inclusion and sustainable development? The study was able to answer the
question using empirical data, thereby revealing the effects of the two intervening variables.
The results show that the relationship between FI and FL was found to be positive and
significant. This finding is in line with the findings of previous studies [119,122], which
found a positive and significant relationship between FI and FL. The findings also reveal
that FI was found to have positively and significantly affected sustainable development.
This corroborates the findings of some previous studies [104,113] conducted in other climes.

In addition, the results of this study further indicate that SC has a positive and signifi-
cant effect on SD. This finding corroborates that of Bongomin et al. [61]. Furthermore, the
results show that FL mediates the relationship between FI and SD. The finding is in line
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with previous studies [50,51,53,56]. Finally, the results reveal that SC does not moderate
the relationship between FI and SD. This might be as a result of the fact that the direct rela-
tionship between social capital and sustainable development is positive and significant, as
Soyemi, and Olowofela [161] confirmed. However, the finding is contrary to most previous
studies, which found a positive and significant moderating effect of SC [65,114,139].

5.5. Implications

The findings imply that FL influences a firm’s access to finance and its growth. This
means that the knowledge of firms and individuals about various financial products and ser-
vices significantly impacts financial access, which promotes financial inclusion. Knowledge
of other factors, such as income level, profession, deposits and withdrawals, and interest
rates could improve access to finance. This suggests that when customers are aware that the
financial institutions are located in convenient places, their loan processes are simplified,
and that they can carry out so many banking transactions with ease, the level of financial in-
clusion will be higher. Thus, policymakers and stakeholders can achieve financial inclusion
through adequate FL to ensure sustainable economic growth and development.

Moreover, the findings of this study suggest that the availability of affordable financial
services that are easily accessible by the masses enables them to access education and
health services that promote SD. In the same vein, the findings indicate that FI (in terms
of access and usage) could help to reduce poverty levels and differences in income in
Cameroon. This further suggests that FI reduces unemployment and facilitates investments
in agriculture and livestock sectors, supporting sustainable development. Therefore, the
more people that are financially included in Cameroon, the more social, economic, and
environmental development goals can be achieved. Another implication of this finding
is that some factors, such as income level, knowledge of depositing and withdrawing
money, interest rate awareness, and occupation, significantly impacted overall access to
finance, promoting SD. The study’s findings provide policymakers with helpful advice for
improving financial inclusion in emerging countries.

The results of this study suggest that the value of trust, reciprocity, shared values,
networking, and norms in connections between people in firms and between enterprises
and other firms greatly impacts Cameroon’s sustainable development. Therefore, positive
SC endowment creates conditions for an inclusive financial process and strengthens the
population’s capacity to engage in social learning, improve risk management, and facilitate
social and economic development.

Furthermore, another important implication of this study following the findings is that
when people are familiar with and understand financial market products to make informed
decisions, particularly rewards and risks, they would be more financially included, leading
to sustainable development. This shows that financial inclusion in developing countries
such as Cameroon is influenced by motivation for saving, borrowing, and using financial
products and services, which eventually supports sustainable development. This further
suggests that developing countries can use financial literacy as a conduit through which
financial inclusion facilitates social, economic, and environmental development.

The testing of financial literacy and social capital as mediating and moderating vari-
ables in the relationship between financial inclusion and sustainable development has
generated a new framework which extends the previous models in the field of sustainable
development literature. Modelling the intervening variables in the said relationship has
added novelty and new perspectives to the theories” postulations using empirical evidence.

The study has identified factors that developing countries, especially Cameroon, could
take advantage of to achieve sustainable development. The knowledge of those factors,
such as income level, profession, deposits and withdrawals, and interest rates could lead to
improved access to finance. This implies that when the government formulates policies
to place financial institutions in convenient places and simplifies loan processes, the level
of financial inclusion will be higher. Thus, policymakers and stakeholders can achieve
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financial inclusion through effective financial literacy to ensure sustainable economic
growth and development.

Finally, the results of this study imply that social capital does not strengthen the
relationship between FI and SD to promote FI. The lack of moderation by SC might not be
unconnected with the positive and significant effect of the direct relationship (Baron and
Kenny, 1986). The results imply that complex interactions between social components of
the internal network structure, connections and links with external actors, and a synergistic
relationship between the institution and the state did not strengthen the relationship
between FI and SD.

6. Conclusions and Limitations

The study examined the mediating effect of financial literacy and the moderating
effect of social capital on the relationship between financial inclusion and the sustainable
development of Cameroon. It concludes that financial inclusion is an important predictor
of sustainable development. Therefore, usage and access to finance could facilitate social,
economic, and environmental development. The study also concludes that knowledge
of various financial products and services by firms and individuals across Cameroon
significantly influences financial access, promoting FI and facilitating socio-economic
development. It is also concluded that FL, through the knowledge of factors such as income
level, deposits and withdrawals, and interest rates, could lead to improved access to finance,
which positively affects SD. FL, therefore, becomes an important conduit through which FI,
by providing affordable financial products and services, can trigger the betterment of the
wellbeing of citizens in Cameroon.

Furthermore, the study concludes that SC is an important predictor of SD, but does
not strengthen the relationship between FI and SD. With this conclusion, the study has
provided empirical and additional evidence to the literature regarding the mediating role of
FL on the relationship between FI and SD. Thus, the study lends theoretical and empirical
support to the good public theory of financial inclusion. The findings of this study have
confirmed the postulations of the theory and the linkage between FI and SD. The findings
and contributions of this study also provide useful insights and practical implications for
financial institutions and governments, especially in developing countries.

The major limitation of this study was that it covered only Cameroon rather than many
developing countries considering the variable of interest, SD. Sustainable development is
an issue of concern to many African countries, and as a result, a cross-country investigation
will be needed. The study was also cross-sectional in nature, and thus a longitudinal
approach is required to ascertain the impacts of FI on SD over different periods. Another
limitation for this study was the use of convenience sampling. This might have caused
inaccurate representation and researcher bias. However, effort was made to ensure that
such bias was eliminated by the researchers to ensure accurate data was collected. Future
studies can use other sampling techniques not prone to those limitations mentioned. Finally,
since social capital was found to have no moderating effect on the relationship between FI
and SD, future studies can test its mediating effect on the same relationship.
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Appendix A
Variable items

Tick as appropriate as possible
1 = strongly disagree, 2 = disagree, 3 = neutral, 4 = agree, 5 = strongly agree.

Financial inclusion.

Access (ACC) Items 1 2 3 4 5

1 I have an active bank account with a credible

" financialinstitution.
2 My bank is located at a convenient distance from

" my business.
3 I regularly take loans from my financial sources with

" relativeease (borrowing).
4 There were no hidden charges by the bank that

© affects thebusiness.
5 Making remittances through a number of ways including the

bank, mobile money transfers, and cash.

Usage (USG) Items 1 2 3 4 5

1. The procedure for acquiring the loan was simple.

I can do bank transactions through e.g., agency banking,
e-banking, or mobile money transfer.

3. I'use my bank account regularly.

4. I'make more savings to qualify for bigger loans.

5. Tusually receive payment from customers through my bank.

Barrier (BRR) Items 1 2 3 4 5

Trust: I do not have a bank account because I do not trust the

1. X .
financial system.
) Affordability: I do not have a bank account because I
" perceived it to be too expensive.
3 Distance: I do not have bank account because the branches
" are too far away.
4 Documents: I do not have a bank account because I do not

have the necessary documents.
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Sustainable development.

Social (SCL) Items 1 2 3 4 5
1 We do have integrating and enhancing social services (such as
" nurseries, shelter homes, social assistance foundations, etc.).
5 We have access to education and health services to all
" individuals in the society.
3 Individuals are provided with environments where they feel
" safe while living.
Society takes responsibility to keep the well-being of
individuals and families above the minimum.
Economic (ECO) Items 1 2 3 4 5
1 Our economic policies are aimed at reducing poverty and

differences in income distribution.

2. Our economic policies shaped sustainable production.

Our economic development is planned to prevent

3.
unemployment.
4 Our investments in agriculture and livestock sectors are
" supported for economic development.
Environmental (ENV) Items 1 2 3 4 5
1 Green areas are dispensed with for urbanization and

industrialization.

Individual has responsibilities in the process of recycling
2. waste so that the raw material resources can be used by
future generations.

Wastes are separated according to their characteristics and
3. reused, so that raw material sources can be used by
future generations.

Global warming poses a serious threat to the future of our
world if cautions are not taken.

Financial literacy.

Financial literacy Items 1 2 3 4 5

1. Ahigh-return investment will also be high-risk.

2. The cost of living rises as inflation rises.

3. Isave some part of the money I receive monthly for future needs.

I regularly save money in order to achieve long-term financial
goals, such as educating my children, purchasing a home, retiring.

5. Ifind it more rewarding to spend money than to save for the future.

6. Itend to live today and let tomorrow happen.

7. I'have been able to save money over the last year.
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Social capital.

Collective action (CA) Items 1 2 3 4 5

Business owners and managers are always willing to share
information with other members of the business community.

Business owners and managers allow access to financial
2. services such as credit and are always willing to share
information with other members of the business community.

Business owners and managers maintain a collective culture
3. regarding credit and spending; thus, they are more likely to
save more and repay their loans than stand-alone firms.

Bridging (BRG) Items 1 2 3 4 5
1 We always share our strategy with people outside our
" business community.
A high level of bridging exposes business ideas such as
’ producing cost-efficient products, accessing more markets,

receiving external feedback, and forecasting
market occurrences.

Businesses with a high bridging ratio will exchange specific
3. financial operating procedures and leverage each other’s
capabilities to improve financial performance.

Bonding (BND) Items 1 2 3 4 5

Business owners and managers are always truthful with
one another.

A high level of bonding between business owners and
2. managers will improve the level of honesty in the exchange
of information.

Business owners and managers who maintain high bonding
3. incidences will engender mutual respect, honor, and
admiration with others.

Trust (TRS) Items 1 2 3 4 5

In this business community, people generally trust one another
when it comes to lending and borrowing money.

2. High level of trust reduces incidences of financial contract default.

3. Trust encourages involvement in financial activities.
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