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Abstract

This study investigates the impact of digital payment systems on financial inclusion and economic growth in Sub-
Saharan Africa, emphasizing the transformative role of mobile money services. Sub-Saharan Africa has witnessed
significant progress in financial inclusion due to the widespread adoption of mobile payment platforms such as M-
Pesa, enabling millions to access formal financial systems. The research highlights how mobile payments have
contributed to economic growth by enhancing access to financial services, fostering entrepreneurship, and
improving efficiency in key sectors like agriculture and government payments. Despite these advances, challenges
such as poor digital infrastructure, financial illiteracy, and regulatory barriers persist, limiting the broader
adoption of digital payment systems. Case studies from countries like Kenya, Tanzania, and Uganda reveal a strong
correlation between mobile money adoption and economic development, with notable contributions to GDP and job
creation. The study concludes with policy recommendations, advocating for improved infrastructure, regulatory
reforms, and financial literacy programs to maximize the potential of digital payment systems. These measures aim
to enhance financial inclusion and drive sustainable economic growth across the region.

Keywords: Digital Payment Systems, Financial Inclusion, Mobile Money, Sub-Saharan Africa, Economic Growth,
Mobile Payments.

1. Introduction avenue for saving, transferring money, and paying for

.. goods and services.
Over the past decade, digital payment systems have

rapidly transformed financial landscapes globally,  Digital payment systems, particularly mobile money,
especially in developing regions like Sub-Saharan  have become a catalyst for financial inclusion in
Africa (SSA). The region, characterized by low levels  regions with large unbanked populations. In countries
of financial inclusion, has witnessed a significant rise in ~ like Kenya, Tanzania, and Uganda, mobile money
the use of mobile money, mobile banking, and other  services such as M-Pesa have allowed millions to
digital payment platforms. According to the World  access financial services, promoting economic activity,
Bank (2022), nearly 50% of Sub-Saharan Africa’s reducing poverty, and increasing overall economic
population now has access to financial services, a  growth (Jack & Suri, 2014). As these systems expand,
significant improvement compared to previous decades.  there is growing recognition that digital payments have
The ability to conduct financial transactions through  the potential to transform not only financial inclusion
mobile phones, particularly in countries with limited  but also broader economic development in Sub-Saharan
banking infrastructure, has proven to be a game-  Africa (Mas & Radcliffe, 2011). However, challenges
changer for millions of people, providing them with an  such as regulatory barriers, technological infrastructure,

and financial literacy remain, necessitating further
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exploration of the impact of digital payment systems on
financial inclusion and economic growth.

The primary objective of this study is to examine the
impact of digital payment systems on financial
inclusion and economic growth in Sub-Saharan Africa.
Specifically, the study aims to:

Investigate how digital payment systems contribute to
enhancing financial inclusion in Sub-Saharan African
countries.

i.  Analyze the economic benefits generated by the
adoption of digital payment platforms, with a
focus on economic growth, job creation, and
sectoral development.

Evaluate the key challenges that hinder the
widespread adoption and usage of digital
payment systems in the region.

iii.  Provide recommendations for policymakers to
maximize the potential of digital payment
in fostering economic

systems inclusive

growth.

This study focuses on Sub-Saharan Africa, a region that
includes 48 countries, each with its unique economic,
social, and technological characteristics. Given the
rapid pace of adoption of digital payments, this research
will specifically examine selected countries that have
significant progress the
implementation and usage of these systems, including

demonstrated in
Kenya, Tanzania, Uganda, Nigeria, and Ghana. These
countries have been chosen due to their advanced
mobile money ecosystems and their varying levels of
economic development.

The study’s scope is limited to the impact of mobile
payments, mobile banking, and other digital payment
systems on financial inclusion and economic growth
within the region. Although other forms of digital
financial services, such as online banking and digital
lending, are relevant, this study will primarily focus on
mobile money services, given their predominant role in
increasing financial access in SSA.

One limitation of this study is the availability of data.
While financial inclusion metrics are available, precise,

98

up-to-date data on the direct link between digital
payment systems and economic growth in Sub-Saharan
Africa is limited. Additionally, disparities in
technological infrastructure and regulatory frameworks
across countries may complicate comparative analysis.

This article is organized into five main sections:

i. Introduction: This section outlines the
background, objectives, scope, and structure of
the study.

Literature Review: A review of existing
literature on digital payment systems and their
role in promoting financial inclusion and
economic growth. It will also examine the
challenges and opportunities faced by Sub-
Saharan African countries in adopting these
systems.

Impact of Digital Payment Systems on
Financial Inclusion: This section analyzes the
contribution of digital
especially mobile
financial access, reducing poverty,
enhancing economic participation.
Economic Growth and the Role of Digital
Payments: This section the
relationship between digital payments and
economic growth, focusing on sectoral impacts,

payment
in

systems,
money, increasing

and

explores

job  creation, and overall economic

development in the region.

V. Conclusions and Policy Recommendations:
The final section provides a summary of the
findings, policy recommendations, and
suggestions for future research.

vi. This structure aims to provide a comprehensive

analysis of the impact of digital payment

systems on both financial inclusion and

economic growth in Sub-Saharan Africa,
offering actionable insights for policymakers,
businesses, and international

organizations.

development


userpc
Typewritten text
98


POLAC ECONOMIC REVIEW (PER)/Vol.5, No. 1 April 2025/ISSN PRINT: 2814-0842; ISSN ONLINE: 2756-4428/www.pemsj.com

2. Literature Review
Overview of Digital Payment Systems

Digital payment systems refer to electronic platforms
that facilitate the transfer of money or the exchange of
value through digital means. These systems include
mobile payments, online banking, mobile money,
digital wallets, and cryptocurrency platforms. The rise
of digital payment systems has revolutionized financial
transactions, allowing individuals and businesses to
conduct monetary exchanges without the need for
physical cash. Mobile money services, such as M-Pesa
in Kenya, have become particularly popular in Sub-
Saharan Africa, where access to traditional banking
services is limited due to factors such as poor
infrastructure and low financial literacy rates (Mas &
Radcliffe, 2011). Digital payment systems, especially
mobile-based platforms, have expanded financial
inclusion by allowing individuals in remote and
underserved areas to access basic financial services,
including savings, transfers, and bill payments (World
Bank, 2022).

The advent of mobile banking and payment solutions
has
According to the Global Findex database, nearly 1.7

democratized access to financial services.
billion people worldwide were unbanked in 2017, and
digital payment systems have become a key strategy to
address this gap (Demirgii¢-Kunt et al., 2018). In Sub-
Saharan Africa, mobile money systems have provided a
lifeline for individuals without bank accounts, offering
a secure, reliable, and convenient means of financial
transaction. These systems have seen widespread
adoption, especially in countries such as Kenya,
Uganda, and Ghana, where mobile payment services

play a crucial role in economic interactions.

The Role of Financial Inclusion in Economic

Growth

Financial inclusion, defined as the access to and use of
formal financial services, is crucial to achieving
sustainable economic growth. It enables individuals and
businesses to participate fully in the economy by
providing them with the necessary tools to save, invest,
and transact. According to the World Bank (2020),
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financial inclusion helps reduce poverty, improve
household welfare, and increase economic productivity.
The relationship between financial inclusion and
economic growth has been well-documented
economic literature. Studies suggest that greater
financial inclusion leads to enhanced economic
resilience by enabling access to credit for small and
enterprises  (SMEs), facilitating
investment, and increasing consumption (Demirgiig-
Kunt et al., 2018).

in

medium-sized

In Sub-Saharan Africa, the link between financial
inclusion and economic growth has been particularly
evident. Countries with higher levels of mobile money
penetration, such as Kenya and Tanzania, have seen
improvements in both financial inclusion and economic
activity (Aker & Mbiti, 2010). Mobile payment systems
reduce transaction costs, increase the velocity of
money, and create new economic opportunities,
particularly in rural areas, thus driving growth in local
economies (Jack & Suri, 2014). Furthermore, financial
inclusion can promote job creation, as access to
financial services enables individuals to engage in
entrepreneurship and investment in both formal and
informal sectors.

Global and Regional Trends in Digital Payment
Systems

Globally, the adoption of digital payment systems has
been on an upward trajectory, driven by advancements
in mobile technology, the internet, and increased
demand for secure and convenient payment solutions.
In developed markets, digital payment platforms such
as PayPal, Apple Pay, and Google Wallet have become
mainstream, offering consumers an easy way to manage
their finances. However, in Sub-Saharan Africa, the
expansion of mobile money has been particularly
transformative, given the limited access to traditional
banking infrastructure.

Sub-Saharan Africa has become a leader in mobile
money innovation, with Kenya’s M-Pesa leading the
charge. As of 2022, over 150 million people in Sub-
Saharan Africa used mobile money services, and the
mobile money sector in SSA is expected to generate
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more than $100 billion in annual transactions by 2025
(GSMA, 2022). This growth is fueled by increasing
smartphone penetration, internet connectivity, and a
young, tech-savvy population. The regional trend
towards digital payments is further supported by
international efforts to promote digital financial
inclusion, such as the United Nations’ Sustainable
Development Goal (SDG) 8, which emphasizes the
need to promote inclusive and sustainable economic
growth (United Nations, 2015).

Challenges in Sub-Saharan

Africa

and Opportunities

While the growth of digital payment systems in Sub-
Saharan Africa presents many opportunities, the region
also faces significant challenges. One major obstacle is
the lack of adequate digital infrastructure in many rural
Despite improvements in mobile network
coverage, the quality and reliability of internet services
remain a challenge in some parts of Sub-Saharan
Africa, hindering the adoption and efficiency of digital
payments (Borko, 2020). Moreover, low levels of
financial literacy and trust in digital financial services
also hinder the widespread adoption of mobile money

arcas.

and other digital payment systems.

In addition, regulatory frameworks in many Sub-
Saharan African countries are still evolving. While
some governments have embraced mobile money and
digital payments, others have imposed restrictions or
delayed the development of appropriate legal
frameworks. For example, concerns regarding fraud,
money laundering, and cybercrime have led to cautious
regulatory approaches in several countries (Muthiora,
2020).

However, the potential benefits of digital payment
systems in Sub-Saharan Africa are significant. The
opportunity for financial inclusion through mobile
money services, particularly in rural and underserved
areas, is immense. Furthermore, digital payments can
foster economic  development by  promoting
entrepreneurship, improving efficiency in businesses,
and creating new job opportunities. In addition,

partnerships between governments, mobile network

operators, and financial institutions are essential for
developing the necessary infrastructure and regulatory
environment to support the growth of digital payments
across the region.

3. Impact of Digital Payment Systems on Financial
Inclusion

Mobile Money Adoption and Account Ownership

Mobile money has become a transformative force in
advancing financial inclusion in Sub-Saharan Africa,
where access to traditional banking services has been
limited, particularly in rural areas. The introduction of
mobile money platforms has enabled millions of
unbanked individuals to participate in the formal
financial system. By 2022, over 150 million people in
Sub-Saharan Africa had access to mobile money
services (GSMA, 2022). These services allow users to
deposit, withdraw, and transfer money using only their
mobile phones, thereby eliminating the need for
physical bank branches.

In countries like Kenya, mobile money adoption has
been particularly high, with services such as M-Pesa
reaching a broad demographic, including those in rural
areas where access to banks is limited (World Bank,
2020). As of 2020, mobile money account ownership in
Kenya was approximately 70% of the adult population,
demonstrating the widespread use and accessibility of
mobile financial services (World Bank, 2020). This has
contributed to significant improvements in financial
inclusion across the region.

Mobile Payments for Services and Transactions

Mobile payments have revolutionized the way
individuals pay for services and engage in financial
transactions. These systems have made it easier for
users to pay for goods and services such as utilities,
school fees, healthcare, and transport, especially in low-
income or rural communities. Mobile money services
like M-Pesa and MTN Mobile Money provide users
with a platform for transactions without requiring a
formal bank account. This has had a profound impact

on financial inclusion by bringing payment solutions to
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individuals who previously had no access to traditional
banking systems.

For example, in Kenya, mobile money is extensively
used for paying public transport fares, school fees, and
utility bills. The integration of mobile payment
solutions in daily life has also encouraged small
businesses to adopt digital payment systems, improving
their ability to reach and conduct
transactions safely and efficiently (Suri & Jack, 2016).
The adoption of mobile payments for services and
transactions has also fostered broader economic activity
and inclusivity, particularly for those in remote areas
where traditional banking infrastructure is scarce.

customers

Barriers to Mobile Money Access and Usage

Despite the success of mobile money in advancing
financial inclusion in Sub-Saharan Africa, several
barriers limit its full potential. One major barrier is the
lack of access to mobile phones or poor network
coverage, in rural or remote areas.
Although mobile phone penetration has increased
across the continent, there are still regions where
mobile networks are either limited or unreliable. This

particularly

hampers the ability of individuals to access mobile
money services in these areas (Borko, 2020).

Another challenge is the lack of financial literacy
among users, which can limit the effective use of
mobile money platforms. Many individuals, particularly
in rural areas, may not fully understand how to use
mobile money services to save, borrow, or invest. This
limits the usage of mobile money for more complex
financial activities, thereby reducing its impact on
financial inclusion (Muthiora, 2020). Additionally, high
transaction costs, such as fees for withdrawing or
transferring money, may discourage users from
engaging with mobile money services regularly.

Case Studies from Selected Sub-Saharan African
Countries (Tanzania, Cameroon, Malawi, Togo)

Several countries in Sub-Saharan Africa have
experienced different levels of success with mobile
adoption.
Cameroon, Malawi, and Togo illustrate both the

money Case studies from Tanzania,

opportunities and challenges that mobile money brings

to the region.
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Tanzania: Mobile money adoption has been
successful in Tanzania, with services like
Vodacom’s M-Pesa and Tigo Pesa providing
access to financial services in rural areas.
According to the Bank of Tanzania (2019),
mobile money adoption has contributed to
increased financial access for individuals in
rural areas, helping to improve livelihoods by
providing financial tools for savings, loans, and
business transactions.

Cameroon: While Cameroon has seen slower
adoption of mobile money compared to other
countries, recent regulatory reforms have
allowed mobile money services such as MTN
Mobile Money to grow. However, barriers such
as high transaction fees and limited network
coverage that hinder the
widespread use of mobile money (Aker &
Mbiti, 2010).

Malawi: In Malawi, mobile money services

remain issues

like Airtel Money have greatly improved access
to financial services in rural areas. Mobile
money has been particularly valuable for
remittance services, allowing people working in
urban centers to send money back to their
families in rural regions. GSMA (2022) reports
that mobile money has been essential for small
businesses to conduct transactions and access
working capital.

Togo: Togo has made significant strides in
mobile money adoption, with Togo Cash
platform.  The
supported mobile money

becoming a  dominant
government has
services by implementing regulatory reforms
that make digital financial services more
accessible. However, challenges such as digital
literacy and access to mobile phones continue
to impede the full realization of mobile
money’s potential in the country (World Bank,

2020).
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4. Economic Growth and the Role of Digital
Payments

Contribution of Digital Payments to Economic
Growth

Digital payment systems have significantly contributed
to the economic growth of Sub-Saharan Africa by
enhancing the efficiency and accessibility of financial
services. For example, Kenya’s introduction of mobile
money services like M-Pesa has boosted the nation’s

GDP by streamlining transactions, increasing financial
inclusion, and enabling the rapid flow of capital within
the economy. According to the World Bank (2020),
Kenya's digital payment systems contributed
approximately 15% to its GDP, reflecting a significant
positive impact on economic activities. Other countries
in the region, such as Tanzania and Uganda, also
experienced notable contributions to economic growth
through the expansion of digital payments, with
estimated contributions of 13% and 10%, respectively.

Contribution of Digital Payments to Economic Growth in Sub-Saharan Africa
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Impact on Key Sectors: Agriculture, Government
Payments, and Savings

Digital payment systems have reshaped several key
sectors in Sub-Saharan Africa, most notably agriculture,
government payments, and savings. In agriculture,
mobile payments have facilitated quicker and more
secure transactions, leading to improved market access
for smallholder farmers. As illustrated in a report by the
International Finance Corporation (2019), 40% of
mobile money transactions in the region are related to
agricultural activities, supporting the livelihoods of
millions of farmers by reducing transaction costs and
improving financial access.

Government payments, including social welfare

disbursements, pensions, and salaries, have also been

Uganda
Countries

Ghana Nigeria

revolutionized by mobile money platforms.
Governments in countries like Ghana and Nigeria have
increasingly adopted mobile money systems to enhance
service delivery and reduce corruption. Approximately
35% of all mobile payment transactions are

government-related (World Bank, 2020).

Savings have been another area of growth. Digital
payment platforms have enabled easier access to
savings accounts and financial products, thereby
encouraging a culture of saving. According to the World
Bank (2020), 25% of digital payments are linked to
savings-related services, reflecting an increase in the

number of people saving for the future.
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Impact of Digital,Fayments on Key Sectors
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Digital Payment Systems and Job Creation in Sub-
Saharan Africa

The growth of digital payment systems in Sub-Saharan
Africa has not only enhanced financial inclusion but
also created substantial employment opportunities. The
proliferation of mobile money agents, service providers,
and technology developers has contributed to job

Government Payments

creation in the region. For instance, Tanzania, a leader
in mobile money adoption, has seen over 120,000 jobs
created within the digital payments ecosystem. Other
countries, such as Uganda and Ghana, have also
witnessed a significant rise in job opportunities,
particularly in rural areas, where mobile money agents
are pivotal in enabling local financial transactions
(Aker & Mbiti, 2010).

Impact of Digital Payment Systems on Job Creation in Sub-Saharan Africa
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The Relationship Between Financial Inclusion and
Economic Development

There is a clear relationship between financial inclusion
and economic development in Sub-Saharan Africa.
Countries with higher financial inclusion levels tend to
exhibit better economic performance. As seen in the
scatter plot analysis, nations such as Tanzania and
Uganda, which have achieved higher levels of mobile
money adoption and financial inclusion, demonstrate
stronger GDP growth rates. The expansion of digital
payments has enhanced access to financial services,
promoting higher rates

of investment, increased

savings, and improved economic resilience (Suri &
Jack, 2016).

In conclusion, digital payment systems have had a
profound impact on economic growth in Sub-Saharan
Africa. They have contributed to key sectors such as
agriculture, government savings,
facilitated job creation, and promoted economic
development through increased financial inclusion.
However, challenges such as infrastructural gaps and
regulatory issues must still be addressed to fully
leverage the potential of digital payments in the region.

payments, and

Relationship Between Financial Inclusion and Economic Development
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Impact and Challenges of Digital Payment Systems in Sub-Saharan Africa
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results show a clear distinction between the perceived
positive impacts and the challenges faced by digital
payment systems in the region. In the area of mobile
money adoption, the impact is highly positive, with a
percentage of 80%, reflecting widespread acceptance
and usage across Sub-Saharan Africa. Similarly, mobile
payments for services also show strong positive
outcomes at 70%, indicating significant engagement
with digital platforms for daily financial transactions.

However, the challenges are more pronounced in areas
such as barriers to access, which have a higher
percentage of 85%, illustrating that many people in the
region still face obstacles, including lack of
infrastructure, poor connectivity, and financial
illiteracy, which limit the broader adoption of digital
payment systems.

When it comes to job creation, digital payment systems
are shown to have a substantial positive impact (65%),
offering new opportunities in the tech and service
industries. The economic growth contribution is also
robust at 75%, demonstrating how digital payments
play a crucial role in driving broader economic

0 Mobile Money Addpdlte Payments for ServiBesriers to Access
Categories

B Impact
I Challenges

75%

Job Creatioftconomic Growth Contribution

The

development, including facilitating transactions and
increasing market access for businesses.

5. Conclusions and Policy Recommendations
Summary of Findings

The analysis of digital payment systems in Sub-Saharan
Africa reveals that these systems play a significant role
in fostering financial inclusion and driving economic
growth. Mobile money platforms, such as M-Pesa in
Kenya, have revolutionized financial transactions,
particularly for unbanked populations, and contributed
substantially to GDP growth in several countries.
Digital payments have proven to be effective in
enhancing access to essential services, such as
agriculture, government payments, and savings, while
also creating employment opportunities within the
digital ecosystem. However, challenges such as limited
infrastructure, regulatory concerns, and digital literacy
remain barriers to achieving full potential.

The impact on economic growth is particularly evident
in countries with high adoption rates, where digital
payment systems have led to improved financial access
and economic resilience.

Despite these positive
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outcomes, further efforts are needed to address the
existing gaps in access to digital payment systems,
especially in rural areas.

Policy Implications for Advancing Digital Payment
Systems

To foster further growth and maximize the potential of
digital payment systems, policymakers must focus on
enhancing infrastructure, strengthening regulatory
frameworks, and improving digital literacy.
Governments should prioritize investments in mobile
network infrastructure, especially in underserved
regions, to ensure that digital payment systems can
reach a broader population. Additionally, supportive
regulatory environments are crucial to ensure the safety
and security of digital transactions, which will boost
user confidence and increase adoption rates.

Policy frameworks should also aim to promote
interoperability between different digital payment
platforms, enabling seamless transactions across
borders and among various service providers.
Additionally, expanding financial literacy programs that
educate individuals on the benefits and use of digital
payments will help bridge the knowledge gap and foster
greater adoption, particularly among underserved

communities.

Recommendations for Financial

Inclusion

Enhancing

To enhance financial inclusion through digital payment
systems, it is essential to improve access to mobile
money services for marginalized groups, including
women, rural populations, and small-scale farmers.
Governments and private should
collaborate to provide affordable mobile devices and

sector actors

internet access, as well as promote mobile money
services tailored to the specific needs of these groups.

Financial institutions should also develop inclusive
products that cater to the diverse needs of the
population, such as micro-loans, savings accounts, and
insurance products that can be accessed through mobile
platforms. These services should be designed to be
user-friendly and accessible to people with varying
levels of digital literacy.

Furthermore, encouraging the establishment of mobile
money agents in remote and rural areas will enable
individuals in these regions to access digital financial
services more easily. Public awareness campaigns
should also be conducted to highlight the benefits of
financial inclusion and promote the adoption of mobile
payment systems.

Future Research Directions

Future research on digital payment systems in Sub-
Saharan Africa should explore the long-term effects of
mobile money adoption on poverty reduction and
income inequality. Investigating how digital payments
influence specific sectors such as healthcare, education,
and small business development could provide deeper
insights into the broader impact of digital finance on
development.

Additionally, research should focus on the regulatory
landscape and its role in shaping the growth of digital
payment systems. Studies on the effectiveness of
different regulatory approaches in fostering secure,
interoperable, and inclusive digital financial systems
can help inform best practices for policymakers.

Exploring the potential of emerging technologies, such
as blockchain and cryptocurrency, in further expanding
financial inclusion in Sub-Saharan Africa will also be a
valuable area for future research. These technologies
could offer innovative solutions to address existing
challenges, such as high transaction costs and limited
access to banking services.
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