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ABSTRACT 

This study investigated the mediating role of financial literacy in the relationship between agency 

banking practices and financial inclusion in Pallisa district. Anchored on public good theory and 

dissatisfaction theory of financial inclusion (Ozili, 2020), the study investigated the relationship 

between agency banking practices, financial literacy, and financial inclusion. From a population 

of 300, the study derived a sample of 169 which yielded a response rate of 90.5%. Data was 

collected using a structured questionnaire and analyzed using SPSS v 27. The researcher used 

descriptive statistics, correlation, regression, and mediation analysis to analyse data. The findings 

revealed that there is a positive and significant relationship between agency banking practices and 

financial inclusion (r=0.631, p<0.01). Additionally, financial literacy was significantly associated 

with financial inclusion (r=0.681, p<0.01) and was positively influenced by agency baking 

practices (r=0.527, p<0.01). Furthermore, financial literacy mediated the relationship between 

agency banking practices and financial inclusion. Based on the findings, the study concluded that 

financial literacy is a mechanism that explains the relationship between agency banking practices 

and financial inclusion in Pallisa district. Therefore, the study recommends the expansion of the 

agency banking networks alongside robust financial literacy programs to enhance financial 

inclusion. 



1  

 

 

 

1.0 Introduction 

 

CHAPTER ONE 

INTRODUCTION 

 

The chapter shows the background of the study, Statement of the problem, study objectives, study 

hypothesis, scope of the study significance of the study, and Conceptual framework 

 

 Background to Study 

 

Financial inclusion has become a major concern for policymakers in developing countries (Fanta 

& Mutsonziwa, 2021; Goenadi et al., 2022; Khan et al., 2022) due to inadequate access to services 

like savings, accounts, and bill payments, which hinders economic prosperity and poverty 

reduction for the poor and vulnerable (Xiaoyan, 2020). According to the Global Findex database 

(2021), access to financial services enables households and businesses to withstand shocks, boost 

income for low earners, sustain informal businesses, and create productive employment, 

improving living standards (World Bank, 2023). Uganda's government adopted financial inclusion 

as a pillar in its Parish Development Model (PDM), combating exclusion through literacy 

programs and services like agent banking and SACCOs (MOLG, 2021). However, challenges 

persist despite these benefits (Fanta & Mutsonziwa, 2021; Girón et al., 2022; Goenadi et al., 2022). 

 

The World Bank (2023) defines financial inclusion as the ability of individuals and businesses to 

access useful, affordable financial products and services including transactions, payments, savings, 

credit, and insurance delivered responsibly and sustainably. Without this access, individuals are 

financially excluded (Okello et al., 2020). Financial inclusion empowers previously excluded 

groups, like youth and women, enabling their economic participation (Mushtaq et al., 2023). 
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