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Financial inclusion and its role in reducing the
size of the informal economy in Egypt during the
period (2000- 2020)

Mohamed Abdelmajeed; Dr. Hosny Mahran; Dr. Mohamed
Basiouny and Dr. Mohamed Awaad

Abstract

The current study aimed to analyze the role played by financial inclusion -
through its channels and mechanisms - on reducing the size of the informal
economy in Egypt during the period (2000-2020). The study used the descriptive
analysis method when monitoring and following up the developments of financial
inclusion, the size of the informal economy, and analyzing the relationship
between them in the Egyptian economy during the mentioned period. It was found
that the Egyptian authorities (the Central Bank of Egypt) had launched several
initiatives to enhance financial inclusion and activate its role, including:
expanding ATM networks, adopting advanced payment and transfer systems
(mobile banking), and instructing banks to stop issuing recharge cards. This has
led to an improvement in indicators of financial inclusion, especially in the period
from (2011-2020). The study found that the relationship between financial
inclusion, represented by the financial technology channel (mobile phone
subscriptions per 100 people), the mechanism of domestic credit provided to the
private sector (% of GDP), and the size of the informal economy, is an inverse
relationship. And that financial inclusion has contributed to reducing the size of
the informal economy at the end of the study period. Financial technology has
contributed to reducing the cash handling on which the informal economy
depends, and domestic credit - which has been linked to licensing the activity as
a condition for obtaining credit - has also contributed to reducing the activities of
the informal economy in Egypt.
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