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Savings are important for resilience, consumption smoothing, and economic growth, but
the factors behind the selection between alternative saving channels have not been
studied. In this study, the factors affecting the selection of different savings channels by
individuals in Tanzania are examined using data from the nationally representative
FinScope Tanzania 2023 survey (N=4,041 active savers). The study uses multinomial
logistic regression to test for selection between four different saving channels including
formal savings, digital/mobile money, SACCOs, and informal saving channels. Findings
indicate that possession of a mobile phone, level of institutional trust, and financial
education positively affect the probability of using formal and digital saving channels
compared to informal savings. The female gender is found to be more associated with
using digital savings channels than formal savings channels, illustrating the equalizing
power of mobile phones. Living in rural areas positively affects the probability of formal
savings but has little influence on digital savings. The research is very informative and
insightful in showing significant substitution relationships through bypassing the usual
dichotomy of “to save or not to save.” It provides crucial suggestions for policymakers on
how to increase financial inclusion within Tanzania as well as other developing nations
that have adopted mobile money in Sub-Saharan Africa.
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1.0 Introduction

The role of savings is critical in fostering household well-being, consumption smoothing, and long-run investment
and economic growth (Abbas, 2025). Savings are critical in developing countries to improve resilience to income
shocks, health crises, and economic uncertainty (Jalili et al., 2025; Kadir et al., 2025). Savings help in the reduction
of poverty and improvement of standards of living by providing a financial safety net during difficult economic times
(Alsubaie, 2025; Simonse et al., 2024). Despite the importance of savings, access to secure and reliable instruments
for saving is not equitable, especially in poor countries where financial systems are still evolving (Luthfiar Ramiady,
2025).

Financial inclusion expansion has profoundly changed the savings environment by providing access to a wide range
of financial services (Nguyen, 2021). Individuals have the opportunity to save through formal systems, which include
financial institutions such as banks and microfinance organizations, semi-formal systems that include Savings and
Credit Cooperative Organizations (SACCO), and even informal systems that include rotating savings societies and
home savings (Adeola et al., 2022; Phil-Ugochukwu, 2024). More recently, digital financial services, particularly
mobile money, have also emerged as another important alternative, offering savings opportunities that are
convenient and cost-effective (Batista & Vicente, 2025). These different channels have different levels of
accessibility, costs, and safety, as well as user experience, which makes individuals choose between the different
channels depending on their preferences (Almaiah et al., 2022; Hunter et al., 2025; Wahbi & Musshoff, 2024).

In Tanzania, tremendous progress has been made in improving financial inclusion in the past ten years, primarily
driven by the rapid growth in mobile money services and improvements in the financial sector (Lotto, 2025; Were et
al., 2021). For example, evidence from the FinScope Tanzania 2023 survey indicates that financial inclusion in
Tanzania increased from 65% in 2017 to 76% in 2023, implying significant improvements in financial inclusion
(Finscope Tanzania, 2023). However, disparities still exist in financial inclusion in rural and urban areas, with financial
inclusion in urban areas significantly higher at 87% compared to 68.3% in rural areas (Finscope Tanzania, 2023).
For example, substantial distance to financial institutions, high transaction costs, documentation, and financial
literacy are still barriers to accessing financial services in Tanzania (Kamugisha et al., 2025; Ngonyani, 2022; Were
et al., 2021). As a result, individuals in Tanzania still rely on a variety of formal, informal, and digital saving
instruments to address their financial needs (Robert & Muwanga, 2025).

A large body of empirical research has established different factors that affect savings behaviour. Socio-economic
factors, including income, educational level, age, and gender, have been established as factors that affect the
willingness and capacity to save (Lotto, 2025; Mazengiya et al., 2022; Rezaei, 2022). Higher income levels have
been established to increase the capacity to save, while educational levels have been seen to improve knowledge
and decision-making capacity (Amari et al., 2020). Demographic factors, including age and gender, also shape
saving patterns and preferences across different population groups (Lotto, 2025). Moreover, access-related factors,
including proximity to financial institutions and having mobile financial accounts, are significant in predicting savings
outcomes (Emara & Kasa, 2021; Khalek & Chakraborty, 2025). Individuals who have greater access to financial
services tend to save more and make use of formal channels for saving (Adera & Abdisa, 2023).

In addition to socioeconomic and access-related factors, attitudinal and behavioural factors have also been identified
as important determinants of saving behaviour. For example, trust in financial institutions, perceptions of financial
security, and levels of financial literacy have all been found to have an impact on individuals' engagement with formal
and digital financial systems (Adhikari et al., 2024; Hasan, 2024; Prihandini, 2025; Sarwar et al., 2024). On the other
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hand, saving discipline, planning, and precautionary motivations also play a role in the differences in saving
behaviour (Mpaata et al., 2023; Strombéck et al., 2020) as individuals who save for the future or unexpected events
are more likely to maintain a disciplined approach Those (Fialova, 2026). This demonstrates the need to examine
savings behaviour from both economic and psychological perspectives.

Despite the extensive literature on savings behaviour, relatively little attention has been given to the specific channels
through which individuals choose to save. Most existing studies focus on whether individuals save or not, often
employing binary analytical frameworks that do not capture the diversity of available saving options (Adhikari et al.,
2024; Amari et al., 2020; Lotto, 2025; Mpaata et al., 2023; Sarwar et al., 2024). This type of approach fails to take
into account that people save in a complex financial system in which several savings options are available, each
having specific features (Dimoso, 2025; Mori, 2019). Empirical research that investigates the factors that influence
the choice of savings channel is scarce, especially in the case of developing countries and Tanzania in particular.
This is an interesting research gap, especially in the era of dynamic changes in the financial system and the
development of digital financial services (Ally, 2025).

This study aims to fill this gap by investigating the factors influencing the choice of savings channels among
individuals in Tanzania, using the FinScope 2023 Individual Survey. This study is different from existing ones in its
application of multinomial logistic regression to analyse factors influencing the choice of savings channels, including
formal institutions, digital channels, SACCOs, and informal channels. By incorporating supply-side, socioeconomic,
attitudinal, and behavioural factors, this study offers a comprehensive analysis of savings channels within a single
framework. This study contributes to the existing body of research on financial inclusion and has important policy
implications for improving access to effective savings channels in Tanzania, especially for disadvantaged groups
such as women, rural dwellers, and agricultural communities.

2. Theoretical Framework and Empirical Literature Review
2.1. Theoretical Framework

The savings behaviour and channels of saving in developing economies depend on the relationship between
precautionary motivations, transactions costs, risk perceptions, and financial literacy in a highly uncertain
environment. The theoretical basis of the research is based on the buffer stock theory of precautionary savings
developed by Deaton (1991), further elaborated upon by Paxson (1992) and Carroll (1997). The theory holds that in
situations characterized by unstable income, limited access to credit facilities, and poor social security programs, as
is the case in most rural agricultural communities in Tanzania, savings in liquid form are made mainly for self-
protection purposes, not lifecycle smoothing. With the desired wealth threshold in place, the households then
determine the appropriate savings avenues according to liquidity, safety, returns, and accessibility.

This model is complemented by Transaction Cost Economics (TCE), which was introduced by Coase (1937) and
later made applicable by Williamson, (1985), according to the theory people select their preferred type of finance
transactions by measuring the Implicit cost of these transactions. The reason for such selection is the necessity to
minimize market friction or transaction costs associated with a selected governance structure. Although digital
transactions might be superior compared to traditional alternatives, they may not be chosen because of excessively
high fixed costs, lack of information, and other issues making digital solutions inefficient (Hong et al., 2022; Van
Dongen et al., 2022). Mobile phone use and access to financial infrastructure tend to decrease effective costs, thus
encouraging households to switch to more formal methods of saving. Risk perception and institutional trust can
moderate channel choice because reluctance or distrust towards formal institutions results in the preference for the
use of informal channels, while psychological security is a pre-requisite for participation in formal and digital channels
(Guiso et al., 2008).

In addition, the perspective on financial capabilities assumes that more educated and literate people find it easier to
deal with complexities of formal and digital channels. Lifecycle concerns imply that individuals will save differently
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depending on their age and income level because their consumption needs change and their risks change too
(Modigliani, 1986). Barriers specific to gender can affect mechanisms described above making digital channels less
costly and convenient than others for women.

2.2 Hypotheses
Drawing on the theoretical framework, this study tests the following hypotheses.

H (Transaction Costs and Access): Mobile phone ownership and rural location positively influence the likelihood
of choosing formal and digital savings channels relative to informal channels by reducing transaction costs.

H: (Institutional Trust): Greater comfort with banks and prior use of bank services increase the likelihood of
selecting formal and digital channels, as institutional trust reduces perceived risk.

Hs (Financial Capability): Higher education and numeracy increase the probability of choosing formal and digital
channels by lowering cognitive costs.

H4 (Demographic Factors): Women are less likely to choose formal channels but more likely to choose digital
channels due to mobility and documentation barriers.

Hs (Precautionary Motives): Financial stress decreases the use of structured channels (formal, digital, or SACCO),
while financial education and precautionary motives increase it.

2.3. Empirical Literature Review

There is considerable empirical support for the mechanisms discussed in the theoretical framework. Socio-economic
determinants like income, education, age, and gender have been found to influence savings behaviour. Income
alleviates liquidity problems, whereas education enhances money management skills and future planning (Amari et
al., 2020; Lotto, 2025) The impact of gender on savings is complex, as women tend to have more precautionary
motivation but find it more challenging to access conventional services because of mobility issues, paperwork, and
cultural practices, leading to less engagement with traditional savings methods (Adera & Abdisa, 2023; Emara &
Kasa, 2021). Proximity and mobile phone use promote the adoption of formal and technological approaches by
minimizing transaction costs (Khalek & Chakraborty, 2025; Nguyen The et al., 2025; Yao et al., 2022)

The attitudes and behavioural aspects have become increasingly prominent in the literature. The level of trust in
financial organizations and perceived safety can significantly influence participation in the formal system and
digitization initiatives(Adhikari et al., 2024; Hasan, 2024; Prihandini, 2025; Sarwar et al., 2024). Financial awareness
encourages disciplined saving behaviour, while financial distress discourages such behaviour (Fialova, 2026;
Mpaata et al., 2023; Stromback et al., 2020). In Tanzania, FinScope Tanzania (2023) shows formal financial inclusion
rising from 65% in 2017 to 76% in 2023, driven largely by mobile money, with the gender gap narrowing and rural-
urban disparities decreasing, though women and rural residents remain less served. Persistent barriers include
distance, costs, documentation, and low financial literacy, particularly in rural areas (Kamugisha et al., 2025;
Ngonyani, 2022; Were et al., 2021).

Despite these developments, current empirical research has remained limited to a binary approach of save or not
save, which fails to acknowledge the range of available instruments and associated trade-offs between them
(Adhikari et al., 2024; Amari et al., 2020; Lotto, 2025; Mpaata et al., 2023; Sarwar et al., 2024). Only some
contemporary studies have started exploring the concept of multiple instrument saving or confidence in different
service providers in the context of East Africa (Charles et al., 2025). However, there is a dearth of multinomial
research examining all four saving instruments together, considering various factors including access from the
supply side, socioeconomic variables, and behavioural aspects.
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Tanzania presents a unique case in filling this gap owing to the fast growth of mobile money services coupled with
the existence of informal and semiformal modes of transaction. The situation provides a clear ground for evaluating
the impact of technology and institutions on financial channel selection and household well-being. Using the data
obtained from Fin Scope 2023 and utilizing the hypotheses formulated based on the theory, the current paper
contributes to debates on digital innovation and its connection to structural inequalities, and its implications for
households' livelihoods and investments.

3. Data and Methodology
3.1. Data Source

The data used for this paper is from the Fin Scope Tanzania 2023 Individual Survey, which is a household-level
survey that is nationally representative of Tanzania, including the 26 regions of mainland Tanzania and Zanzibar.
This survey was conducted among individuals who are aged 16 years and above. It was administered using face-
to-face structured interviews that generated demographic, livelihood, asset holdings, financial behaviour, saving,
borrowing, payments, insurance, mobile money, and financial attitude data.

This analysis only includes individuals that report having saved money during the last 12 months, resulting in a
subsample of 4,622 (46.6%) active savers. Removing those who reported saving but did not report their main savings
channel leaves a subsample of 4,041 respondents for the estimation exercise. The rationale for imposing such a
condition is that this study focuses on channel choice conditional on the saving decision and not on the joint saving
and channel decision. However, this imposes the limitation that the findings might not be generalizable to the entire
population since non-savers are inherently poorer, less educated, and have low access to finance.

3.2 Study Variables
3.2.1 Dependent Variable

The dependent variable is savings channel which represents a nominal variable having four categories as per the
following survey question: "Which of these do you feel most confident to save with?" The respondents categorized
into the following groups:

Formal (1) = Banks and Microfinance Institutions.
Digital (2) = Mobile savings wallets or regular mobile money.
SACCO (3) = SACCOs.

Informal (4) = Savings Groups, Cash in hand, Employer, Church/Community Groups, Family Members, Money
guards, or Productive Asset Purchases. Informal savings is used as the reference category.

3.2.3 Independent Variables

According to the theoretical framework proposed in section two, explanatory variables have been grouped into four
categories:

Supply Side Access; It is measured by possession of mobile phones, internet access, rural or urban location, and
Zanzibar/Mainland region

Demand side trust and attitudes

It is measured by comfort entering a bank and actual use of bank, SACCO, and mobile money services.

Socioeconomic profile; Encompasses socioeconomic variables such as gender, age and its square, educational
attainment, employment status, agricultural status, marital status, and possession of National Identity.

Financial behaviour and literacy; Financial behaviour and literacy variables such as budgeting, expenditure recording,
financial education, emergency saving behaviour, financial stress. See appendix 1 for detailed variable definitions
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3.3 Econometric Approach

A multinomial logistic regression model is employed to investigate the decision on the savings channels. The
technique is appropriate where the dependent variable has more than two unordered categorical outcomes
(McFadden, 1974). Assuming that j takes a value of either (1, 2, 3, 4); where j=4 indicates the informal channel as
the reference category. For individual /, the multinomial logistic model specifies:

exp (Xl B])
1+ Xio, exp(XiBxp

where Xi denotes a set of explanatory variables, and Bj denotes the vectors of coefficients associated with each
specific channel. Using the informal savings channel as the reference group, the logit model for each channel gives
the likelihood of preferring that channel compared to informal savings. The relative risk ratios (RRRs), calculated as
exp(B), are presented in all tables, since their multiplicative interpretation is much more straightforward than log-
odds.

Estimation is conducted using four hierarchical models that allow measuring the marginal contributions of each block
of the theory (access, trust, socio-economic, and behaviour related factors). The process of model choice is based
on the application of the Akaike information criterion and Likelihood ratio tests. Average marginal effects are obtained
for the full model.

3.4 Robustness Check

The robustness test includes verifying the breach of the Independence of Irrelevant Alternatives (l1A) assumption
using the Hausman-McFadden and Small-Hsiao tests, grouping the dependent variable into regulated, which is
further classified into formal and SACCO digital, digital informal, and non-digital types. Also, the multicollinearity test
was conducted using variance inflation factor.

Pr(y;=j | Xj) = forj = 1,2,3

4. Results and Discussion
4.1. Descriptive Statistics

The summary statistics of the savings channel preferences of individuals in Tanzania are presented in Table 1. The
most preferred savings channel is the formal channel, which is used by the majority of the population 2,774
individuals, followed by the informal channel 719 and digital channels 514, while the use of SACCOs is minimal 34.
This is consistent with the significant progress made in financial inclusion in Tanzania, as revealed in the FinScope
Tanzania 2023 survey.

There are clear differences in demographic, socioeconomic, and access variables. 46.5% of formal savers are
female, a significantly higher proportion of 72.0% of digital savers are female. This shows that a greater proportion
of female savers use digital savings options compared to formal ones. Contrary a greater proportion of males use
formal savings options compared to digital ones. With regard to geographic distribution, also only 34.5% of formal
savers are from rural areas, and 20.6% of digital savers are from rural areas. A majority of informal savers are from
urban areas 85%.

Differences in access to technology are another dimension through which these groups are differentiated, with a
higher percentage of formal savers, 94.8%, having access to mobile phones compared to their counterparts, 80.5%,
who are informal savers. The difference in internet usage is similar, with 44.7% of formal savers having access to
the internet, while this figure drops to 25.7% for their counterparts. The differences in financial capability are
significant, with formal savers having a higher average numeracy level of 3.39 and a higher percentage having
attained tertiary education 29.5%.
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The chi-square tests performed on gender, location, education, and mobile phone usage indicate significant
differences at a 1% level of significance, confirming these factors as determinants of choice of savings channels, as
highlighted in the literature.

Table 1. Descriptive Statistics by Preferred Savings Channel (Active Savers, FinScope Tanzania 2023)

Variable Formal Digital SACCO Informal Total
(n=2,774) (n=514) (n=34) (n=719) (n=4,041)
Panel A: Continuous variables
Age (mean, SD) 37.6 (14.1) 40.6 (13.9) 46.7 (16.1) 38.1(16.5) 38.1 (14.6)
Numeracy score (mean, SD) 3.39(0.93) 3.04 (1.09) 3.24 (1.23) 2.94 (1.13) 3.26 (1.05)
Panel B: Binary variables (% = Yes)
Female 46.5 72.0 58.8 59.9 52.2
Rural location 34.5 20.6 17.6 15.0 291
Has mobile phone 94.8 91.2 971 80.5 91.8
Has internet access 447 329 50.0 25.7 39.8
Comfortable in bank 80.1 69.6 76.5 48.1 731
Uses bank services - - - - -
Uses SACCO services - - - - -
Uses mobile money - - - - -
Received financial education 215 226 35.3 9.5 23.7
Prepares a budget 66.9 61.5 82.4 54.7 64.1
Tracks spending accurately - - - - -
Has National ID 46.3 471 64.7 36.2 447
Agricultural household 64.4 78.8 82.4 77.2 69.2
Financial stress 76.7 79.4 70.6 71.8 75.8
Has own money - - - - -
Emergency savings kept 84.6 - - - -
Currently married 63.9 - - - -

Zanzibar resident - - - - R
Panel C: Education (%)

None/adult literacy 16.3 224 8.8 34.9 20.3
Primary 44.7 50.4 58.8 427 45.2
Secondary 8.5 10.5 8.8 10.2 91
Tertiary 29.5 16.5 23.5 12.1 24.7
Panel D: Chi-square tests

X2 (gender) 134.60**

X2 (rural/urban) 128.26***

X2 (education) 203.12***

X2 (mobile phone) 155.53***

Note. n = 4,041 observations with non-missing savings channel responses. Continuous variables reported as mean (standard
deviation). Binary variables reported as percentage of respondents in each channel group (%). Distributions within each channel are
computed among respondents in that channel. 2 statistics test the null hypothesis of no association between channel and the
respective variable across all four channels. *** p <.001.

4.2. Determinants of Savings Channel Choice

To analyse the determinants of choice among four unordered alternatives of savings channels (formal institutions,
digital/mobile money, SACCOs, and informal channels), a multinomial logistic regression is employed with informal
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savings as a base category as shown in table 3. To correct for possible heteroscedasticity in the data, robust
standard errors are employed. The results in table 2 show a significant improvement in the model as the pseudo-R?
increases from 0.048 in the baseline model to 0.177 in the fully specified model. The results of the likelihood ratio
test show that all the explanatory variables are jointly significant at the 1 percent level, where the chi-square value
is 903.04 and the p-value is less than 0.001.

Table 2. Nested Model Fit Statistics

Model N Log-likelihood Pseudo R? df AlC
Model 1: Access variables only 4,038 -3,338.16 0.048 15 6,706.33
Model 2: + Trust and attitudes 4,038 -3,028.19 0.136 27 6,110.37
Model 3: + Socioeconomic profile 4,038 -2,895.84 0.174 89 5,969.68
Model 4: Full model 4,038 -2,886.65 0.177 92 5,957.29
LR test: Model 1 vs. Model 4 X(78) = 903.04, p < .001

Note. Pseudo R?is McFadden's R2 AIC = Akaike Information Criterion. LR test compares

Table 3. Multinomial Logistic Regression Results: Relative Risk Ratios (Base Category = Informal Savings)

Formal Digital SACCO
Predictor RRR RRR RRR
Block 1: Supply side access
Mobile phone 1.815** 1.777* 3.438
Internet 1.163 1.129 1.979
Rural location 1.674** 1.101 1.162
Zanzibar 0.341* 0.491% 0.428
Block 2: Trust and attitudes
Bank comfort 2.352%** 1.898*** 1478
Uses bank 5.081*** 1.556 0.274
Uses SACCO 2.006 3.507 1121.39***
Uses mobile money 2.392%** 1.300t 0.533
Block 3: Socioeconomic profile
Female 0.748** 2,121 1.722
Age 1.026 1.106*** 1.072
Age? 0.9997 0.999** 1.0002
Education: Primary 1.230t 1.525** 8.018*
Education: Secondary 1.432t 2.530%** 13.270*
Education: Tertiary+ 1.653** 2.167*** 8.526**
Income: Self-employed 0.906 0.97 0.2321
Income: Farm/casual 0.945 1.162 0.469
Income: Dependent 0.559 0.944 0.7117
Income: Other 0.714 0.788 0.365
Agricultural household 0.770* 1.3641 1.983
Currently married 0.974 1.085 2.131
Block 4: Financial behaviour
Budgets 1.184 1.017 1.832
Tracks spending 1.288t 1.149 2559035***
Financial education 1.238 1.827*** 1.024
Emergency savings 1.239t 1.013 0.332t
Financial stress 0.891 1.072 0.331*
Has National ID 1.131 1.16 0.725
Numeracy score 0.999 0.8861 0.738
Has own money 0.8021 1.093 0.886
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Observations 4,038

Pseudo R? 0177
Log-likelihood -2,886.65
AIC 5,957.29

Note. Relative Risk Ratios (RRR = exp[f]) from multinomial logistic regression. Base outcome category is informal savings (savings
group, cash at home, family/friend). Robust standard errors used throughout. Education base category = None/adult literacy. Income
base category = Salaried employment. SACCO equation note: the tracks spending coefficient in the SACCO equation is anomalously
large due to near-perfect prediction arising from the small SACCO cell (n = 34) and should be interpreted with caution. *** p < .001; **
p<.01;*p<.05 1tp<.10.

Findings indicate the importance of access to technology. The ownership of mobile phones is positively associated
with the use of formal savings and digital savings channels when compared with informal savings, and the relative
risks are 1.815 and 1.777, and statistical significances are p < 0.001 and p < 0.01, respectively. These findings
confirm recent research showing that mobile phones lower costs of transactions and increase financial inclusion
both formally and digitally in East Africa (Adera & Abdisa, 2023; Emara & Kasa, 2021).

From the findings, location effects are found to be complex. In particular, residing in a rural area raises the risk ratio
of using formal savings by 1.674 at a level of significance of p < 0.001 but exhibits no significant relationship with
digital savings. This means while residing in a rural area still helps traditional banks remain popular, the lack of rural
advantage in digital savings means there are other limitations preventing mobile money from gaining popularity
among farmers and rural residents. This finding is consistent with previous findings that rural areas benefit from
proximity to bank branches but other obstacles hinder usage of mobile money, per Nguyen (2021) and Kamugisha
etal. (2025).

Perception of trustworthiness and familiarity with formal institutions plays a vital role in the choice of channels. Being
confident about going into a bank makes individuals more inclined towards choosing formal and digital channels with
relative risk ratios of 2.352 and 1.898 and significance values of p < 0.001. The prior use of banks in saving
transactions creates a much higher propensity towards using formal institutions in savings with a relative risk ratio
of 5.081 and a significance value of p < 0.001. This aligns well with the findings from behavioural literature that
highlights trust in institutions as the most critical factor in making households leave informal institutions, as found by
Guiso et al., 2008, Adhikari et al., 2024, and Hasan, 2024.

Differences based on gender are also evident. The odds of women using formal financial institutions are significantly
lower than those for men, with a relative risk ratio of 0.748 and p < 0.01. Conversely, women are much more inclined
to use digital platforms, with a relative risk ratio of 2.121 and p < 0.001. This finding is consistent with the findings of
earlier studies, which have demonstrated that digital financial services could provide inclusive options for women,
addressing issues related to mobility, social conventions, and lack of documentation (Adera & Abdisa, 2023; Emara
& Kasa, 2021).

Other determinants include socio-economic and behavioural traits. With a high level of education, there will be a
higher likelihood of the use of formal and electronic savings, considering that according to studies, financial literacy
is one determinant of the type of saving mechanism used, as argued by Amari et al. (2020) and Rezaei (2022). Age
exhibits a non-linear association with the use of digital savings. . Higher financial literacy makes it easier for
individuals to use electronic savings channels, which have a risk ratio of 1.827 and p-value < 0.001; however,
financial stress leads to a lower likelihood of formal saving, as argued by Mpaata et al. (2023) and Strémback et al.
(2020).

4.3 Average Marginal Effects

These marginal effects in Table 4 further help to explain the practical impact of these variables. As shown below,
utilizing banking services boosts the likelihood of formal saving by 25.1 percentage points but cuts down the
likelihood of digital saving by 7.6 percentage points. Additionally, the marginal effect shows that gender plays an
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important role since being female raises the likelihood of digital saving by 9.9 percentage points but decreases the
likelihood of formal saving.

Table. Average Marginal Effects: Probability of Formal and Digital Savings Channel Preference

Formal channel Digital channel SACCO channel
Predictor dy/dx dy/dx dy/dx
Block 1: Supply-side access
Mobile phone 0.055* 0.013
Internet 0.015 0.000
Rural location 0.081*** -0.029*
Zanzibar -0.129** 0.009
Block 2: Trust and attitudes
Bank comfort 0.098*** 0.001
Uses bank 0.251* -0.076**
Uses SACCO 0.002 0.069
Uses mobile money 0.132%** -0.038**
Block 3: Socioeconomic profile
Female -0.109*** 0.099***
Age -0.003 0.008***
Education: Primary 0.002 0.025t
Education: Secondary -0.017 0.070*
Education: Tertiary 0.024 0.039t
Agricultural household -0.071** 0.051***
Currently married -0.013 0.010
Block 4: Financial behavior
Budgets 0.025 -0.012
Tracks spending -0.016 -0.021
Financial education -0.009 0.046™**
Emergency savings 0.040* -0.014
Financial stress -0.021 0.017
Has National ID 0.011 0.006
Numeracy score 0.01 -0.012*
Has own money -0.044* 0.026%

Note. Average marginal effects (AMEs) computed from the full multinomial logistic model (Model 4). dy/dx for binary variables
represents the discrete change in predicted probability when the variable changes from 0 to 1. AMEs for the SACCO equation are
suppressed due to near-perfect prediction issues; full results are available from the authors upon request. Standard errors computed
using the delta method. *** p <.001; ** p <.01; *p < .05; T p < .10.

Overall, the empirical results indicate that savings channel choice in Tanzania is influenced by access, trust, barriers
specific to women, and financial literacy as posited by the integrated framework in Section 2. Digital channels seem
to serve a complementary and somewhat equalizing purpose especially for women, but the low utilization of SACCOs
as well as their non-effect on the adoption of digital means suggests that there may still be issues with respect to
product development, reach, and security of semi-formal institutions. The findings not only add to the existing
literature by analysing savings channels rather than just participation, but also conform to those documented in
FinScope Tanzania 2023 and other East African cases.

As far as the policy recommendations are concerned, the programs for increasing financial inclusion through savings
in Tanzania and other mobile money enabled countries in Sub-Saharan Africa need to focus on measures related
to improving literacy levels and trustworthiness of institutions among women and rural households, as well as making
SACCOs more accessible and appealing.

5.0 Conclusion

Savings play a key role in improving the wellbeing of the household, consumption smoothing, building resilience to

shocks and supporting long term inclusive growth. Among developing countries, savings inclusion is especially

essential due to the limited formal safety nets. Research has not sufficiently covered what factors affect savings
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participation. Most of the previous literature treated savings participation as a dummy variable. The factors
influencing the savings channel choice in Tanzania were examined in the study. The study employs the FinScope
2023 Individual Research that we analyse the choice of savings channel with a multinomial logistic regression-based
framework. Moreover, the study does not restrict the choice to formal and informal only but analyse choice among
four mutually exclusive categories including formal institutions, digital, SACCOs, and informal mechanisms. It
simultaneously incorporates supply-side, socio-economic, attitudinal, and behavioural variables.

The findings show that the choice of channels is driven by a mix of factors. The likelihood of using formal and digital
channels, as opposed to informal channels, is significantly increased by having a mobile phone and trusting financial
institutions. Living in a rural area boosts traditional savings but has no significant effect on digital channels,
suggesting that physical accessibility is not enough to drive digital channels. Gender differences are significant, with
women avoiding formal channels but showing a strong likelihood of using digital channels, suggesting that mobile
money offers a key opportunity to overcome traditional barriers. Education, financial literacy, and lower levels of
financial pressure increase participation through more formalized channels, while SACCO usage remains
significantly low

This study contributes to the body of previous research by showing that there is substitutability between different
saving channels. Digital financial services are shown to act as a complement in helping to equalize participation,
particularly for women. However, rural challenges and semi-formal arrangements hinder the full potential of these
services. The results are consistent with national trends from FinScope Tanzania 2023, showing that overall financial
inclusion has increased, though urban-rural and gender differences persist in terms of depth of financial
engagement.

From a policy viewpoint, achieving a more profound and inclusive financial system in Tanzania calls for a
multidimensional approach. It should encompass initiatives such as the development of digital infrastructure and
literacy, especially in rural and agricultural environments; trust development through targeted outreach and
consumer protection; development of women-friendly digital and financial products; and development of semi-formal
institutions such as SACCOs to serve the underserved. The relevance of such strategies is not limited to Tanzania
but can also be applied in other countries that have successfully implemented mobile money in their economies,
such as other countries in Sub-Saharan Africa.

Nonetheless, this research has its limitations. Firstly, despite its contributions, this research is limited in its ability to
establish causality, which is a common limitation of cross-sectional studies. Future studies can incorporate a different
method, such as a longitudinal or experimental design, to establish causality, examine dynamic channel switching,
and include other variables.

To conclude, a critical analysis of various determinants affecting savings channel choice is inevitable in widening
financial inclusion. By addressing barriers related to access, trust, financial capability, and socioeconomic
inequalities, policymakers and practitioners can ensure more effective, resilient, and inclusive savings systems that
ultimately support poverty reduction and sustainable development in Tanzania and beyond.
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Appendix 1
Variable Definitions

Variable Survey ltem Definition / Construction

Outcome variable

Categorical: 1=Formal (bank/MFI/Postbank); 2=Digital (mobile wallet/MM

savings_channel 322 balance); 3=SACCO; 4=Informal (savings group, home, family) [base]

Block 1: Supply-side

access

mobile_phone c23_1 1 if respondent has access to a mobile phone, 0 otherwise

internet c23_2 1 if respondent has internet access, 0 otherwise

rural RU 1 if respondent lives in rural area, 0 if urban/Dar es Salaam

zanzibar MZ 1 if respondent is from Zanzibar, 0 if Mainland Tanzania

Block 2: Trust and

attitudes

bank_comfort e 51 1 if respondent feels comfortable entering a bank or financial institution

uses_bank servi_1_ 1 if respondent currently uses bank services

uses_sacco servl_12 1 if respondent currently uses SACCO services

uses_mm serv1_13 1 if respondent currently uses mobile money agent services

Block 3: Socioeconomic

profile

female c9 1 if female respondent, 0 if male

age c8c Age of respondent in years (continuous)

age_sq _ Age squared; captures non-linear age effects

education cl1 Recoded: 1=Nonelliteracy; 2=Primary; 3=Secondary; 4=Tertiary+ [base=None]

incomes5 IncomeMa szcoded: 1=S§Iary; 2=Self-employed/traders; 3=Farming/casual; 4=Dependent;
5=0ther [base=Salary]

agric_hh cl4 1 if household engaged in agriculture or fishing

married c10 1 if respondent currently married

has_id c27_1 1 if respondent has a National Identification document

Block 4: Financial
behavior and literacy

budgets e 4 1 if respondent normally prepares a household budget

tracks_spending e_4n 1 if respondent tracks income and spending accurately

fin_education e 52 1 if respondent has received financial education during their lifetime
emergency_sav e7n.3 1 if respondent regularly kept money aside for emergencies in past year
fin_stress e’ 1 if respondent always or often struggles to meet regular expenses
own_money e 1.1 1 if respondent has money of their own to use as they wish

numeracy k_2_1-k_2_4  Sum of correct answers to four financial arithmetic questions (range 0-4)

Note. Variable names correspond to those used in the FinScope Tanzania 2023 dataset. All binary variables are coded 1 = Yes /
condition met, 0 = No / condition not met.
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  Pr  (   y i =   j   ∣   X i ) =   exp  (  X i  β j )  1   +     ∑  k = 1 3  exp  (  X i  β k ) xp   ,             for   j   =   1 , 2 , 3

