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Abstract

This study examined the financial inclusion and Nigerian economic growth for the
period 1980-2022. The study considered the following three objectives; to examine the
significant impact of financial inclusion on the Nigerian economic growth, evaluate the
impact of financial inclusion on poverty reduction in Nigeria and to ascertain the impact
of financial inclusion no savings growth in Nigerian economy. Secondary time series
data were used to carry out the empirical analysis. The study employed the aid of vector
error correction model (VECM) approach, Augmented Dickey-Fuller (ADF) and
Phillips-Perron tests, Co-integration Test and ECM. Based on the above econometric
and statistic techniques conducted, it was observed that financial inclusion has
significant positive impact on the Nigerian economic growth. Our results indicated that
financial inclusion has significant positive impacts on poverty reduction in Nigeria.
Furthermore, the result reported that financial inclusion has significant positive impact
on the Nigerian savings growth within the study period (1980-2022). These empirical
results do support that; One percent decrease in the interest rate (ITR), inflation rate
(IFR) and exchange rate (EXR) at lag (-2) will lead to [31% (ITR)-2), 53%(IFR)-2),
and 8%(EXR)-2)] increases on the aggregate saving (ASE) Nigeria economy. One
percent increase in the financial inclusion proxy by; deposit from the rural areas (DRA),
loan to rural areas (LRA), account owners of any type (AA) and electronic money
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banking/payment system (EMB) at lag (-2) will lead to [38%(DRA)-2), 29%(LRA)-2),
59%(AA)-2) and 03%(EMB)-2)] increases on Per capita income (PCI) respectively in
Nigeria. Based on these findings, the researcher recommends that; Nigeria
governments should fund financial inclusion programs preferring financial literacy as
a national strategy for financial inclusion because it is relatively cheaper to educate the
population about financial management and the benefits of using formal financial
services. Stable electricity supply to drive the infrastructural facilities provided by
banks, telecommunication companies and other related service providers such
availability and affordability of financial services in Nigerian monetary authority
(CBN) should increase the number of formal account ownership by building up trust
securities in financial institutions operation in Nigeria, remove all obstacles for account
ownership such as income and age bracket bias, distance in location and education
discrimination in the delivery and use of financial services.

Keywords: financial inclusion, poverty reduction, savings and Nigeria economic
growth.

Introduction that are afterwards consumed by
The establishment of a financial individuals. Conversely, the financial
system has become important in order system  primarily  focuses  on
to enhance the efficient allocation of facilitating the transfer of funds
financial resources, promote capital between entities engaged in surplus
accumulation,  improve  investor and deficit spending, enabling
engagement in the financial market, individuals to engage in purchasing
and ultimately contribute to economic activities, and facilitating the exchange
growth (Central Bank of Nigeria, The of ownership of productive resources.
Nigerian Financial System, 2017). It is The existing body of economic
widely recognised that the financial literature has demonstrated that the
system encompasses all financial financial system plays a crucial role in
intermediaries operating within the facilitating economic growth and
financial sector of an economy. This is development, productive activities,
based on the premise that the real financial  intermediation,  capital
economy has three key economic formation, and the  effective
entities: enterprises, households, and management of the payments system
other entities involved in the (Sanusi, 2011). Therefore, this
production of goods and services. prompts us to consider the nature and
These commodities and services can operations of a comprehensive
be either consumed immediately or financial system. Financial inclusion
utilised to generate additional output in refers to the provision of accessible
the future. The conceptualization of and cost-effective financial products
economic activity as real sectors stems and services that cater to the need of
from the use of tangible resources in individuals and enterprises.

the production of goods and services

-10 -



African and Global Issues Quarterly (JAGIQ) Volume 4, Issue 1, 2024

Financial inclusion in Nigeria has
reached an alarming rate with Nigeria
being reputed for being one of the
worlds leading financial exclusion
examples. A great number of the
output of the Nigerian economy is
outside the financial system and the
economic agents are still struggling to
make payments from the financial
system. The past forty years has seen
several cases of financial exclusion
which has attracted a significant
concern from the world, most
especially the International Monetary
Fund and the World Bank (Kama &
Adigun, 2013).

The existing body of literature
examining the relationship between
finance inclusion and poverty has
demonstrated that finance plays a
crucial role in fostering economic
growth. However, it is important to
note, as highlighted by Beck,
Demirgiig-Kunt and Levine (2007),
that the observed positive impact of
finance growth does not automatically
imply that finance directly alleviates
poverty. Instead, it is essential to
investigate whether financial inclusion
has a significant effect on reducing
poverty and positively influencing
economic  conditions.  Economic
growth is often accompanied with
unequal income distributions, which in
turn can lead to poverty. However, it is
worth noting that economic growth can
also be linked to declining inequality
and reduced poverty rates. In the event
that financial mechanisms, facilitated
by economic growth, result in an
augmentation of wealth for affluent
individuals while exacerbating income
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inequality, it can be concluded that the
impoverished demographic will not
benefit from such financial activities.
On the other hand, the field of finance
has the potential to assist individuals in
poverty by fostering inclusivity and
aiding them in navigating the obstacles
related to investment (Awaworyi &
Vijaya, 2020).

Recently, the Central Bank of Nigeria
has stepped up its efforts to get banks
to invest significantly in more cost-
effective ways through the granting of
operating license to  branchless
channels, including; Automated Teller
Machine (ATM) and Point-of-Service
(POS) devices. There were 22,500
installed Automated Teller Machine
(ATM) by the end of 2022, or 28
Automated Teller Machine (ATMs)
for every 100,000 adults. In contrast,
Indonesia had 13 Automated Teller
Machine (ATMs) for every 100,000
adults, Argentina had 42 Automated
Teller Machine (ATMs)for every
100,000 adults, Brazil had 120
Automated Teller Machine
(ATMs)machines for every 100,000
adults, and Malaysia had 56
Automated Teller Machine (ATMs)
per 100,000 adults. South Africa had
an average of 59 Automated Teller
Machine (ATMs) for every 100,000
adults. Nigeria has 4 Automated Teller
Machine (ATMs) for every 100,000
adults making it top only to countries
like Bangladesh and Pakistan. By the
end of 2022, there were 1,115,272
Automated Teller Machine (ATMs) s
operational in Nigeria. The CBN
Financial Stability Report (2022)
noted that the implication of the latest
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development is that there are 10 POSs
for every 98 individuals in Nigeria, as
opposed to an average of 13 for every
100,000 people in Nigeriain 2010. The
number of deployed and functional
Point of Sale (POS) devices climbed
from 5,300 in June 2010 to 54,594 as
of September 2020, according to an
assessment of the project's progress in
Lagos and Abuja. Between the end of
2021 and the end of 2022, this number
increased to over 400,000; the number
of deployed POS that are regularly
used did not increase at the same rate
because of its ability to drive economic
growth and sustainability (Central
Bank of Nigeria (CBN), 2022).

Financial inclusion in Nigeria is
characterized by both low levels and
significant disparities. Specifically,
surveys indicate that approximately 80
percent of the Nigerian population
remains unbanked thereby excluded
from the realm of financial inclusion.
The primary factors contributing to
this exclusion are the lack of resources
and a stable income, as reported by
reputable sources such as the World
Bank Group (2021). Another challenge
that arises is the absence of sufficient
financial literacy. According to a
recent  survey  conducted, a
development institution based in the
United Kingdom, it was discovered
that a significant proportion of adults
in Nigeria possess limited financial
literacy and capability. This is
particularly evident in the area of
financial planning, where
approximately two-thirds of
respondents demonstrate a low-to-
medium ability to effectively manage
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their spending and mitigate risks.

The Central Bank of Nigeria (CBN)
has implemented various measures to
promote  financial literacy and
inclusion in the country. One such
measure is the "national peer group
programme for financial inclusion of
youths," which aims to educate young
individuals about financial matters.
Additionally, the CBN has focused on
enhancing the financial capabilities of
consumers and civil servants. In order
to reach rural communities and
underserved  segments of  the
population, the CBN has embraced
digital technology. This approach
takes advantage of the widespread
availability of mobile phones in
Nigeria, with approximately 80
percent of adults owning one. By
leveraging this technology, the CBN is
able to provide financial services to
these communities at a lower cost
compared to traditional methods such
as  physical money transfers.
Furthermore, the adoption of digital
technology has facilitated economic
growth in Nigeria. It has enabled the
development of new business models,
investment in digital infrastructure,
and the expansion of e-commerce.
These initiatives are outlined in the
(CBN's Monetary Policy Operation for
2022). Additionally, a Mckinsey
Global Institute report (2022) revealed
that Digital Financial Inclusion could
potentially boost Nigeria's GDP by
12.4% by 2025, mobilize new deposits
worth about USD 36 million, generate
about 3 million new jobs, lower
government leakages by USD 2 billion
annually, and include an additional 46
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million people. In light of this, the
researcher sets out to look at how
financial inclusion has affected
Nigerian aggregate savings, poverty
reduction and economic growth from
1980 to 2022 with the following
objective; to examine the significant
impact of financial inclusion on the
Nigerian aggregate savings, to
evaluate the impact of financial
inclusion on poverty reduction in
Nigeria and to ascertain the significant
impact of financial inclusion on
Nigerian economic growth.

Theoretical literature review

The formal financial system s
accessible to all adult individuals
throughout the economy. The

provision of a financial service to one
individual does not have any negative
impact on the quality of financial
services offered to another person, as
the availability of financial services to
one person does not affect their
availability to others. This perspective
argues that the concept of financial
inclusion is beneficial for the entire
population,  ensuring that no
individuals are excluded or left behind.
All people and small organisations that
establish a formal bank account are
eligible to receive complimentary
debit cards and enjoy the privilege of
using ATMs without incurring any
fees, aligning with the principle of
public benefit. Moreover, it is
important to note that financial service
providers, such as financial
institutions, bear the responsibility of
funding the expenses associated with
offering financial services, which can
be considered as a sunk cost in the
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context of sustaining a banking
enterprise (Ozili, 2018).

Furthermore, it is possible for the
government to offer financial
institutions subsidies as a means to
assist them in managing any expenses
related to the provision of
complimentary  financial  services.
Moreover, it is possible for a
government to offer a singular
monetary deposit into the bank
accounts of all its citizens, contingent
upon the requirement of possessing a
formal account. There are two
advantages to this. According to the
public good hypothesis, financial
inclusion is posited to yield benefits
for individuals across all positions and
income levels. Hence, financial
inclusion confers advantages upon
individuals of varying socioeconomic
backgrounds,  encompassing  the
privileged and the underprivileged, as
well as those who are included inside
the system and those who are excluded
from it. Furthermore, the pursuit of
financial inclusion, which is of utmost
importance for the welfare of the
general populace, necessitates the use
of public money rather than private
funding. This preference arises due to
the fact that private investors would
expect a higher return on their
investment, hence rendering the usage
of private funds for financial inclusion
initiatives  prohibitively expensive.
Moreover, the concept of public
benefit offers an opportunity for
governmental entities to take charge of
advancing financial inclusion. Finally,
as stated by Ozili (2018), the public
good theory of financial inclusion fails
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to recognise private sector actors as
proponents of this endeavour.

There are four notable limitations
associated with the public good theory.
Firstly, by refraining from examining
the fundamental causes of financial
exclusion, one can approach financial
inclusion as a public good.
Furthermore, the allocation of public
financing towards financial inclusion
as a public good may result in
insufficient resources being allocated
to other significant public
programmes, so impeding their ability
to acquire the necessary support.
Furthermore, financial inclusion can
be considered a "public good” that is
provided at no cost to anyone who
utilise financial services, aligning with
the principles of the public good
concept. The long-term sustainability
of financial inclusion may be
compromised when it is perceived as a
public benefit, despite being sponsored
by public funds and provided to end
users free of charge. Achieving
financial inclusion as a public good in
developing and emerging economies

poses challenges due to the
predominant reliance on private
investments to finance financial

institutions and banks in these regions
(Ozili, 2018). Consequently, the
applicability of the public benefit idea
of financial inclusion may be
diminished in these particular places.

Neoclassical ~ theory places the
government in a supporting position
and concentrates on economic agents.
According to this theory, businesses
and consumers are the two main
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economic actors, and they act in a
competitive, self-interested, and well-
informed  manner.  With  these
presumptions, theory assumes that
consumer  decisions and/or bad
government policies are to blame for
financial exclusion. According to this
view, the market is the only solution to
all economic ills. According to the
argument made by Boyce (2000), a
deregulated economy has the property
of heading toward the Pareto optimal
whereas government intervention will
produce imbalances and obstruct the
path of progress. Economic expenses
that result in access restrictions may be
the reason why consumers choose to
use informal financial services instead
of mainstream financial services. At
this time, there is a contradiction
because although deregulation looks to
improve financial inclusion, financial
exclusion appears to have emerged as
an issue that is becoming worse. The
claim that financial inclusion rather
than financial exclusion should have
been the outcome of deregulation is
based on the idea that market-driven
policies invariably result in the
creation of financial goods (Chavan,
2008).

The information asymmetries that are
at the foundation of market distortions
in the microeconomy are highlighted
by new-keynesian analysis. Credit
restrictions are discussed in connection
to financial inclusion and exclusion.
The absence of accurate information
on the potential borrower and lender is
one factor contributing to financial
exclusion. Stiglitz & Weiss (1981)
claim that the knowledge asymmetry
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in the system allows creditors to act in
a way that lowers interest rates and
restricts lending in order to steer clear
of riskier borrowers. This worrisome
issue furthers the disparity in wealth
and income. Financial exclusion rises
when economic disparities widen
because there is no longer a unified
loan market; instead, it is fragmented
(Dymski, 2005).

The relationship between Financial
Inclusion (FI) and poverty is conveyed
through both direct and indirect
pathways when examined within the
context of financial development.
Financial Inclusion (FI) plays a pivotal
role in poverty reduction by facilitating
enhanced accessibility to credit,
insurance, and various other financial
services. These resources cater to the
fulfillment of everyday transactional
requirements, including consumption,
investment, and overall economic
advancement. Scholars have proposed
that the augmentation of Financial
Inclusion (FI) possesses the potential
to raise the entrepreneurial prospects

of beneficiaries, hence leading to
improvements in  their income,
consumption  patterns, level of

autonomy, and involvement in familial
and communal  decision-making
processes. Financial Inclusion (FI)
enhances the productive assets of
individuals living in poverty by
facilitating their ability to allocate
resources towards the acquisition of
novel technologies, education, and
healthcare. Investments made by
individuals with limited financial
resources have the potential to enhance
their ability to attain sustainable
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livelihoods. The indirect channel
functions by employing finance-
growth stimulating theories that have
their origins in the works of
Schumpeter (1934) and McKinnon
(1973) (lsaac Koomson, Renato A
Villano, & David Hadley, 2020).

Umozurike, Ganiyat and Chiadikobi
(2023) examined the effects of
financial inclusion on economic
growth in Nigeria. Banking services
were introduced in rural areas in 1977,
with subsequent efforts in the 1990s
and early 2000s to support the
establishment of community and
micro-finance banks. The monetary
authorities and government have also
implemented policies during this
period to enhance financial inclusion.
The present study draws conclusions
regarding the impact of financial
inclusion on economic growth in
Nigeria. It has been determined that in
the short-term, there exists a positive
and statistically significant effect of
commercial bank loans on rural areas.
Put simply, if there is a rise in
commercial bank loans to rural areas,
it would result in a 1.4 percent increase
in economic growth, assuming all
other factors remain constant. The
observed  outcome  exhibits a
comparatively higher value at lag one,
followed by a decrease in value at lag
two. However, over a prolonged period
of time, the estimated coefficient
exhibits a negative trend, although it
does not reach statistical significance.
This observation suggests that the
impact of commercial bank loans on
economic growth in rural areas may
have a negative  connotation.
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Regarding the automated teller
machines (ATMs) in rural areas, the
estimated coefficient exhibits a

positive effect at the current level and
a negative effect at the previous time
period (lag one). These effects are
found to be statistically significant.
While the former exhibits a
significance level of 10%, the latter
demonstrates a significance level of
5%. Over an extended period of time,
the coefficient of automated teller
machines (ATM) in rural areas
exhibits a positive value of 0.591483.
However, this positive relationship
lacks statistical significance. This
implies that the influence of the ATM
in the rural is a short-run phenomenon
but not robust. The evaluation of the
impact of bank branches in rural areas
on economic growth in Nigeria reveals
a negative relationship at the current
level, but a positive relationship at the
lagged levels of one and two.

The obtained results exhibit statistical
significance at the one percent level for
the level variable. Additionally, for the
lag one variable, the statistical
significance is observed at the five
percent level, while for the lag two
variable, the statistical significance is
observed at the ten percent level. Over
an extended period of time, the
outcome exhibits a negative trend;
however, it does not reach a level of
statistical significance. This implies
that the impact of rural bank branches
on economic growth in Nigeria is
characterised by a combination of
positive and negative effects. In a
study conducted by Onoh and Longtei
(2023), an investigation  was
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undertaken to analyse the effects of
financial inclusion on the economic
growth of Nigeria during the period
spanning from 1990 to 2020. The
primary aims of this study are to
investigate the influence of financial
inclusion on the economic growth of
Nigeria and to explore the causal
relationship between financial
inclusion and economic growth in the
country. The study utilised the
Ordinary Least Square Method (OLS)
regression analysis. The variables
included in this study encompass the
Gross Domestic Product Growth Rate,
the ratio of Broad Money to GDP, the
ratio of credit to the private sector to
GDP, the Deposits of rural branches of
deposit money banks, and the Loans of
rural branches of deposit money banks.
The data utilised in this study was
obtained from the statistical bulletin of
the Central Bank of Nigeria. The
study's findings indicate that there is a
notable correlation between financial
inclusion and economic growth in
Nigeria.

Appah, Tebepah, and Newstyle (2023)
conducted a study on the relationship
between digital financial services and
the economic growth of Nigeria during
the period spanning from 2006 to
2021. The study's specific objectives
encompass examining the correlation
between automated teller machine
services and real gross domestic
product, assessing the association
between point of sales services and
real gross domestic  product,
ascertaining the connection between
mobile banking services and real gross
domestic product, and investigating
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the relationship between web banking
services and real gross domestic
product in Nigeria from 2006 to 2021.
The research was based on the
technology acceptance model (TAM)
proposed by Davis (1989). The
collection of quarterly secondary data
from the Central Bank of Nigeria was
conducted using purposive sampling
technique. The acquired quarterly data
underwent analysis through univariate,
bivariate, and multivariate methods.
The results obtained from the Vector
Error Correction Model (VECM)
analysis revealed that the impact of
automated teller machine (ATM)
services on the real gross domestic
product (GDP) in Nigeria is positive
but statistically insignificant. On the
other hand, point of sales (POS)
services was found to have a positive
and statistically significant influence
on the real GDP in Nigeria. Similarly,
mobile banking services were found to
have a positive but statistically
insignificant impact on the real GDP in
Nigeria. Lastly, web banking services
were found to have a positive and
statistically significant influence on
the real GDP in Nigeria. Based on the
empirical evidence presented, the
study reached the conclusion that
digital financial services exert a
significant impact on the economic
growth of Nigeria.

In their study, Chude and Chude
(2022) conducted an investigation into
the relationship between financial
inclusion and economic growth in
Nigeria over the period of 1981 to
2021. The primary objectives of the
study were to analyse the influence of
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total bank loans on economic growth,
determine the impact of bank branches
on economic growth, evaluate the
effect of commercial banks' deposits
on economic growth, and assess the
impact of automated teller machine
services on economic growth in
Nigeria. The Ordinary Least Squares
(OLS) approach of data analysis was
chosen due to its desirable qualities of
Best Linear Unbiased Estimators
(BLUE). The variables utilised in this
study were obtained from the Central
Bank of Nigeria Statistical Bulletin.
The variables employed in the study
encompassed total bank loans, bank
branches, commercial banks deposit,
and gross fixed capital formation. The
study employed the unit root test, co-
integration technique, and Error
Correction Mechanism. The analysis
was conducted using E-View software.
The research findings indicate that
there is a statistically significant
negative relationship between the total
bank loan and economic growth in
Nigeria. This finding suggests that the
provision of bank loans by Total has
not been conducive to fostering
economic growth in Nigeria. Bank
branches in Nigeria have a notable and
substantial impact on the country's
economic progress. This suggests that
the presence of Bank branches has
made a substantial contribution to the
overall economic growth observed in
Nigeria. The presence of deposits in
commercial banks has been found to
have a favourable and statistically
significant impact on the overall
economic growth of Nigeria. The
findings of this study suggest that there
is a favourable relationship between
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commercial bank deposits and the
overall economic performance of the
country.

In a recent study, Olalekan and
Oladayo (2022) investigated the
correlation between financial inclusion
and economic growth in Nigeria. The
data utilised in this study was sourced
from the bulletins published by the
Central Bank of Nigeria,
encompassing the time span from 1981
to  2020.  Statistical  analysis
encompasses the application of
descriptive statistics, The Johansen
Co-Integration Test, Phillips-Perron
Unit Root Test, Pairwise Granger
Causality, and Error Correction Model
are all statistical methods commonly
employed in academic research. The
Error Correction Model was utilised to
estimate the hypotheses that were
formulated in accordance with the
established objectives. The dependent
variable in this study was economic
growth, which was measured using
Gross Domestic  Product. The
independent  variable,  financial
inclusion, was approximated by the
total bank deposit and total credit
disbursement. The results of the Error
Correction  Model indicate a
statistically ~ significant  positive
association between the total bank
deposit and gross domestic product.

The link between total credit
disbursement and gross domestic
product is both negative and

statistically negligible. The findings of
the study provide empirical support for
the finance-led growth hypothesis, so
confirming that money plays a
significant role as a determinant of
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economic growth in Nigeria.

Obi (2022) conducted a study to
determine the impact of economic
growth in Nigeria. The research
employed a time series dataset
spanning the years 2004 to 2021. The
research encompassed the period prior
to the inclusion, extending to the
duration of its execution. The Ordinary
Least Squares (OLS) technique was
employed for the purpose of data
estimation. Preliminary and post-
estimation tests were additionally
performed. Despite the relatively brief
duration of the implementation of the
financial inclusion plan, the ordinary
least squares (OLS) analysis yielded
results that confirm its favourable
impact on economic growth. The study
reached the conclusion that financial
inclusion serves as a catalyst for
economic  growth.  The  study
conducted by Olusegun, Evbuomwan,
and Belonwu (2021) investigated the
relationship between financial
inclusion and financial stability in
Nigeria. Panel data for the period from
2014Q1 to 2018Q4 was utilised for the
analysis. A composite measure, known
as the financial inclusion index, was
developed to capture the extent of
penetration, availability, and
utilisation within the financial sector.
The research provides empirical data
supporting the notion that financial
inclusion has a beneficial effect on
financial stability. This suggests that
an increase in the degree of financial

inclusion  would result in a
corresponding enhancement in
financial stability. Regarding
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dimension, it was shown that both
penetration and availability exhibited a
positive correlation with financial
stability, ~ whereas  consumption
demonstrated a negative correlation.

This suggests that policymakers are
confronted with the dilemma of
prioritising between implementing
changes that would enhance financial
inclusion, innovation, and financial
access, or directing their efforts
towards advancing financial stability.
Enueshike and Okpebru (2020)
conducted a study to investigate the
impact of financial inclusion on the
economic growth of Nigeria during the
period spanning from 2000 to 2018.
The estimation of the variables was
conducted using archival data obtained
from the Central Bank of Nigeria
Statistical Bulletin. The regression
analysis aimed to examine the
relationship between the dependent
variable of financial inclusion, which
was measured by the contribution of
financial institutions to the gross
domestic product, and the explanatory
variables of loans to small and medium
companies and rural bank deposits.
Additionally, the control variable of
inflation was included in the analysis.
The study employed an ex-post facto
research approach and conducted
diagnostic tests for unit roots and co-
integration. The results indicate a
mixed co-integration of the variables
and a long-term relationship between
them. The statistical estimation of the
explained and explanatory variables
was conducted using auto-regressive
distribution lag. The results obtained
from Wald tests indicate that the loan

-19 -

to small and medium enterprises, rural
bank deposits, and inflation have a

substantial impact on economic
growth in Nigeria.
Soyemi, Olowofela, and Yunusa

(2020) conducted an assessment to
determine the influence of financial
inclusion on sustainable development.
The study employed both the Error
Correction Model (ECM) and the Fully
Modified Ordinary Least Square
(FMOLS) to analyze the short-run and
long-run relationships between the
variables. The data for the Human
Development Index (HDI) in Nigeria
was limited to the period from 2001 to
2016. The analytical findings suggest
that there is a short-term causal
relationship between several factors,
namely the presence of commercial
bank branches, demand deposits from
rural areas, loans provided to rural
areas, and the Human Development
Index (HDI). The findings from the
long-term analysis indicate that the
independent variables, namely loans to
rural  regions, the number of
commercial bank branches, and
demand deposits from rural areas, all
exhibit a statistically significant
positive influence on the Human
Development Index (HDI) in Nigeria.
The findings of the study indicate that
there is a significant relationship
between financial inclusion and
sustainable development in Nigeria.

The research conducted by Ghbalam
and Dumani (2020) examines the
determinants of financial inclusion in
Nigeria. Estimates were generated for
the time period spanning from 2000 to
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2018 by employing the ordinary least
square  and  error  correction
methodologies on time series data.
Based on the findings of the study, it
has been shown that the presence of
commercial bank branches and the
level of deposit interest rates exert a
modest  nevertheless  detrimental
impact on the state of financial
inclusion. Further empirical evidence
indicates that variables such as lending
interest rate, the ratio of rural deposits
to loans, and domestic credit to private
sector as a percentage of GDP exhibit
a significant and substantial impact on
the level of financial inclusion. The
findings also suggest that there is a
positive but insignificant relationship
between gross domestic product per
capita and financial inclusion. Ozili
(2020), an analysis was undertaken to
investigate the factors contributing to
financial inclusion in Nigeria, as well
as the challenges and achievements
associated  with  this endeavour.
Utilising data obtained through the
Ordinary Least Squares (OLS)
estimation technique and the Global
Findex database provided by the
World Bank, this study examines the
period spanning from 2011 to 2017.
Based on his research findings,
individuals who have completed at
least a secondary education and those
who are unemployed exhibit higher
levels of ownership in debit cards,
various types of accounts, and
accounts held in financial institutions.

Furthermore, those who have obtained
a minimum of a secondary education
tend to acquire higher levels of debt
from banks or other financial
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institutions,  while  simultaneously
exhibiting lower levels of savings
inside these same institutions.
Conversely, there was a decline in the
proportion of women, individuals from
low-income backgrounds, and those
with only a primary school education
or lower who engaged in savings
activities through savings clubs or
external ~ sources beyond their
immediate family. Moreover, there
was a decline in credit card ownership
among persons who were unemployed,
while there was an increase in
ownership among those who were
employed, the wealthiest individuals,
and those who had attained at least a
secondary level of education. In both
2011 and 2017, a decrease in
borrowing from family and friends was
observed across the majority of
categories. The econometric analysis
ultimately reveals that the influence of
borrowing and saving via financial
institutions on economic growth is
considerably lower compared to
borrowing and saving facilitated by
familial networks, friends, or savings
clubs.

Methodology

Theoretical Framework

One of the earliest attempts to model
economic growth is popularly referred
to as the ‘Harrod-Domar’ Model
associated with the English economist,
Sir Roy Harrod and American
Economist, Evsey Domar. The model
is an early attempt to show that growth
is directly related to savings and
indirectly related to the capital/output
ratio. According to the model, growth
(G) can be written symbolically as: G



African and Global Issues Quarterly (JAGIQ) Volume 4, Issue 1, 2024

=s/k

Where, Kk is incremental capital-output
ratio and s - the average propensity to
save. The model indicated that saving
affect growth directly, while the
incremental capital/output ratio affects
growth indirectly or inversely.

However, Solow’s (1956) model of
economic growth is based on the
premise that output in an economy is
produced by a combination of labour
(L) and capital (K), under constant
returns, so that doubling input results
in doubling output. Contemporary
versions distinguish between physical
and human capital. Thus, the quantity
of output (V) is also determined by the
efficiency (A) with which capital and
labour is used. Or mathematically: Y =
Af(L, K).

Solow assumed that this production
function exhibits constant returns to
scale, that is, if all inputs are increased
by a certain multiple, output will
increase by exactly the same multiple.

To Schumpeter (1912), the presence of
a well-developed and operational
finance sector is a necessary condition
for entrepreneurs to effectively
participate in technical innovation.
This phenomenon arises due to the
presence of expenses that may exceed
the financial capacity of the
entrepreneurs themselves. The author
argues that a proficient financial
system possesses the capability to
identify and provide assistance to
entrepreneurs who have the highest
potential for successfully transforming
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original concepts into marketable
goods using new production methods.
The  aforementioned  arguments
demonstrate that finance exerts a
positive influence on the real
economy, indicating that increased
accessibility to capital enhances
wellbeing, stimulates production, and
alleviates poverty. The involvement of
a greater number of persons in the
formal financial system leads to an
increase in their economic agency,
enabling them to actively partake in
productive endeavours that facilitate
their upliftment from poverty and
contribute to the overall expansion of
the economy. Thus, the economic
growth indicators in this study are real
gross domestic product, per capital and
aggregate savings in the economy.

Nevertheless, in accordance with the

principles  of  equilibrium and
fundamental economic theory, it is
imperative  that  investment  be

equivalent to savings. In the context of
economic analysis, it is important to
consider the relationship between
savings (S), investment (I), the
marginal efficiency of capital (MEC),
and the interest rate (IR). Hence, we
proceed to represent this theoretical
association  using  mathematical
notation; I = Sand | = (MEC, IR). The
assertion presented above illustrates
the positive impact of savings on
investment, indicating a correlation
between increased investment and the
accumulation of both human and
material capital.

Model Specification
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This study adopts the extended Solow
growth model for its empirical
framework. The model examines long
run economic growth by looking at
capital, labour/ growth and technical
progress  (Agenor, (2004). The
extended Solow growth model is
represented symbolically below;

Q=f(K,1L)...3.1

Equation 3.1 above was modified to
capture Financial Inclusion and
Nigeria Economic growth.

Financial Inclusion and Economic
Growth

RGDP =[ITR, OFA, APD, IFR and
NCA] ... (1)

Where: RGDP is the aggregate worth
of an economy,

Financial Inclusion indicators; ITR is
the interest rate, OFA is Number of on
boarded (New) Financial service
Agent, IFR is the inflation rate and
NCA is Number of Credit Accounts.
Labor is of two types, human and
machine or artificial intelligent (Al). In
this study, our labor is Active POS
Deployed, (APD).

Financial Inclusion and Poverty
Reduction objective two in equation 2
is expressed as;

PCI = (DRA, LRA, AA, EMB, NCB)
. )

Per capita income (PCI) as function of
[demand deposit from the rural areas
(DRA) and loan to rural areas (LRA),
AA = account owners of any type (age
from 15 vyear above), EMB =
Electronic money banking/payment
system (which include; Cheque, ATM,
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POS and internet transfer) ownership
age from 15 year above), and NCB is
number of commercial bank branches
in the country.

The reduction of poverty in society is
one of the main objectives of financial
inclusion. In this approach, the amount
of per capita income at any particular
moment serves as a proxy for poverty.
A reliable predictor of a population's
economic well-being in any nation is
per capita income (PCI). A high PCI
value denotes a higher quality of life,
whereas a low or falling PCI value
denotes a descent into poverty.

Financial Inclusion and Saving
Growth in Nigeria, objective three of
this study as;

ASE = (ITR, CPS, AA and EXR) ...
®3)

Where ASE is aggregate saving in the
economy, ITR is interest rate, IFR is
the inflation rate, CPS is credit to
private sector to GDP (CPS/GDP), AA
is account owners of any type (age
from 15 year above) and exchange rate
(EXR).
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Specification of Models by
Objectives

Objective One
RGDP:= 0 + TR+ raOFA,* inAPD: + AnIFR + BNCA,

VECM for Equation ... (1)
ARGDP: =Zaves; fal s ARGDP.¢# ea_sh\lTR.q ..u.sAOFAH stmDH

x’amm &mcm i

ANCA = .um;.ﬁl sARGDPm;p sAITR, ¢ .&sAOM;I‘Q SAPD- st
k +F)'.%.ﬁ,sx\lCA(y

m:’zkm.,.zésmr“ TR B OFA gD, i,
R S Ny

A0RA =§km.ﬁg.smﬁmﬁgsmm-x@’sAOFAm}.'ﬁgsmnmsi;
AR fiio.sANCAr "

MDD = %m fa;sARGDPh*‘b SR+ .msAom.mwm
n@r&m‘k{ ﬁ'\ ANCA 4§y

INCA = DR R P T,
@sm 2o NCA £
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Objective Two

InPCL= B+ BILRA + B:DRA, + Budd, + BiEMB, + BNCB, + e ...n(2)

VECM for qunll(m .(2

APCl; = Eu\m Zm s.\PCI| +E|L SADRA.. +Zw sMA,ﬁ&u sALRA *.,m

§=1

§=1
);uf AL\!B: Zu s Axcsi + (s

ADRA; = Ziu\u 64 sAPClx ~Zo SADRA + {q SAAA,+ Em SALRA 'D.u
‘—‘
+ EmsAL\[Bu + ZauA\(‘Bl Lo

" r
AAA;= Ih\m tm, SAPCL,*{JLSADRA. L0 AL &n_umm gy
+ EﬂmAmBu ‘Zu s Anesit s

ALRA;= z,m, v s4PCl. ¢ £ sADRA +£ s A+ zm SALRA, ~zm
-Zﬂe; Apvic + Eﬂv,\A\( Bit+ Gor
AEMB; = Z hvu 1+ Zm sAPCl. % Za  SADRA. + Zux SAAAL+ Em SALRA.+Zas
‘=| (:‘ vl
+ Eq.nAt\ma *}:{l A\m Lar
ANCB; = Eh\nl Eﬂ| sAPCL. + ] u_ SADRA Zas SAAAL+ f.a.x sAI.RAaﬂZm
sioP s=i §=1

zﬂwAr_\lel Z(l'uA\(Ba L
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Objective Three
ASEv= 0t I TR+ 0aCPS; + 0o, + sBXR € (3)

VECM for Equation ..., (3)
AASE; = nkvk.,.fﬁl SAASE+ Iy TR +1f; sACPSmEth SMAA, ﬁﬂ’

(—I Q—I i'l ('|
SAEXRI;+ (Y}

AITRq =5 b ﬁB;sAASE; + 2 IR +Z[};sACPS“ msAAAmzﬁ
k §=i §=i §=i &
SAEXRus 41

ACPS =T hov i3 s MASE, + 5 sATR + 5 B; SACPS.+ Sy shAA. \+zps
k §=i §=i =i §=i
SABXR,s

AAA=T Ao - zp|, SASE+ PrsAITR, ) s ACRS, i shAA, ,+z&
k = =i &= i
SAEXRH* CH

AEXRy =T Aows- s MASE, + 5y sAITRmZ[}zsACPSmZ& sAAAﬂZﬁg

("I §'|
SAEXRs++ (1

Where p is the lag length, (1 are the
uncorrelated white noise error terms
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often called impulses, or innovations
or shocks aj, Bi, & are dynamic
parameters of the model.

A Priori Expectation

Based on economic theory, financial
inclusion in relationship with gross
domestic product Savings and poverty

reduction would have positive
relationship. However, the three
dependent variables relation

expectation is as follows: RGDP as a
function of (ITR, OFA, APD, IFR and
NCA) is assumed to be positive
respectively. While per capital
income (PCI) proxy to poverty
reduction is a function of (DRA, AA,
EMB and NCB) is expected to be
positive  relationship  with  the
dependent variable, whereas (LRA) is
assume to have negative relationship
with per capital income (PCI) the

dependent variable. The a priori
expectation  behavior of  the
relationship ~ between  aggregate

savings (ASE) and these independent
variables (ITR, CPS, AA and EXR) is
assumed to be positive.

Estimation Procedures

To investigate how financial inclusion
affects economic growth in Nigeria,
econometric  techniques will be
applied. These techniques include the
unit root test using the Augmented
Dickey-Fuller (ADF) and Phillips-
Perron  stationarity  test,  error
correction model (ECM), vector error
correction model (VECM) models,
Co-integration Test, and Granger
Causality Test. Meanwhile, annual
time series data is used in this inquiry.
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Specifically, Central Bank of Nigeria
(CBN) statistics bulletin and World
Bank global Data Base were the
sources of this study data.

Battery Tests

In this section, we discuss the necessary
tests that were carried out on the data
before and after estimating the models for
the study. These tests are; descriptive
analysis, unit root test, Serial
Correlation LM Test co-integration
test and others.

Regression Results, Interpretation
and Analyses

Table I: Descriptive Stfsics
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The descriptive statistics values
conducted are; mean  median,
maximum, minimum, standard

deviation, skewness, kurtosis, Jarque-
Bera and their Probability with number
of observations. Thus, the mean,
median, maximum and standard
deviation of all the variables have
positive average values as we can
observe in the table, even and kurtosis
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all has positive and significant, we can
conclude that our data has a good fit to
be used for estimation.

Unit Root Test Results

The results of the Augmented Dickey
Fuller (ADF) test are presented in table
2 below. A variable is said to be
stationary if the computed ADF is
greater than the critical ADF at 5 %

chosen level of significance.
Table 2: Unit roof test for variables in levels

Souce: Researcher s Estimate from Eview 9.0 (2023)

From table 2 above, the Augmented
Dickey-Fuller and Phillips-Perron (PP)
test (ADF) unit root test statistic results,
shows that the working variables
[RGDP, ITR, OFA, APD, FR, NCA,
PCI, LRA, DRA, AA, EMB, NCB,
ASE, CPS and EXR] were not
stationary at the normal level of
differentiation since their ADF and PP
t-statistic value were less than the 5

percent critical value [3.552973]
respectively. Meanwhile, ADF and PP
result of these variables [PCI, AA and
EMB] at level shows greater than the 5
percent critical value [3.552973].
However, viewing it statistically they
are not significant, because they
appear positive and not negative while
other appears negative. Based on the
unit root assumption, for a variable to
be significant, it must be negative.
Therefore, to meet the one of the
conditions of vector error correction
model, these variables were, subjected
to unit root test in first order difference
which after the differentiation these
variables became stationary at first
difference (that is these variables
become free from the unit root
problem) in the scenes that their ADF
and PP t-statistic values were all
greater than the 5 percent chosen
critical value respectively. The unit
root test result of these variables used
in this study further revealed that there
exists first order of integration I(1)
among these variables. Again, it shows
that there is already co-integrationship
among these variables but the degree
of the co-integrating equation is yet
unknown. Meanwhile, the existence of
first order of integration 1(1) among
these variables used in the study
satisfied and justified the assumption
and condition of the Vector Error
Correction model estimation.

Co-integration Test for Objective
One: impact of financial inclusion
on the Nigerian economic growth.
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Table 3: Co-integration Test: RGDP, ITR,OF4, APD,FR, NCA,

Hypothesized | Trace 0.0
No.of CE(s) | Eigenvalue Statistic | Critical Value |~ Prob.**
None* | 0886170 2714863 95.75366 0.0000
AtmostI* | 0776515 | 1867372 | 6981889 |  0.0000
Atmost2* | 0.686273 128.2992 4785613 0.0000
Atmost 3 * 0.586993 83.08910 29.79707 0.0000
Atmost4 * 0.545688 48.60175 1549471 0.0000
Atmost 5 * 0.366964 1783191 3.841466 0.0000

Source: Researcher's Estimate from Eview 9.0 (2023).

Judging by the trace - statistics and its
corresponding probability value, there
are at least six co-integrating equations
in table 3 above. This means that the
variables are co-integrated and it can
be concluded that a long-run
equilibrium relationship exists among
the variables since their individual
trace statistic were greater than that of
5 percent critical value and probability
value indicated statistically significant
which addressed model one of the
studies.

Table 3.1: Results of Error Correction Model (Model One)
Dependent Variable: RGDP

Variable Coefficient)  Std. Errorl  t-Statistic|  Prob.

¢ 2193080, 2616.086  8.383038  0.0000,

ITR 200466 148.0004] 1974634 0.0562

OFA 1965340, 0118131 16.63701)  0.0000

APD 0067033 0.030147 -2.223569  0.0327

IFR 9033544 4086839 -2.210399  0.0337

NCA 0003041 0.003603 0843918 04044

ECM-1) 0886322 0.091769 9660318 0.0000

R-squared 0.973066  Mean dependent var 40415.61

Wdjusted R-squared | 0.968449 S.D. dependent var 2231602

S.E. of regression 3963.893 Akaike info criterion 19.55885

Sum squared resid J.50E+08, Schwarz criterion 19.84846

Log likelihood -403.7359Hannan-Quinn criter. | 19.66301

F-statistic 2107487 Durbin-Watson stat 20064401
Prob(F-statistic) 0000000

Source: Researcher’s Estimate from Eview 9.0 (2023).

The first model examined the impact
of financial inclusion on economic
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growth in Nigeria and the result
presented in the table 3.1 depicts
positive and significant relationship
between the financial inclusion
variables and economic growth
variables. At 2.006440, the Durbin
Watson statistics shows the absence of
auto—correlation given its value that is
between 1.8 and 2.2. We therefore
reject the null hypothesis of the
presence of autocorrelation among the
disturbance terms in the model and
accept the alternative hypothesis that
there is no autocorrelation between the
error terms. The fitness of the model is
confirmed by the Prob F-statistic
which is significant at 5 percent given
the value of 0.000000, this led to
rejection of the null hypothesis that all
the explanatory variables introduced in
the model are not jointly significant in
explaining the variations in gross
domestic product which measures
economic growth and conclude that
they are simultaneously significant.

The error correction term, ECMt-1,
was significant at 5% with very high
feedback of 88%. It is also negatively
signed, showing that the adjustment is
in the right direction to restore the long
run relationship. This confirms also
that any disequilibrium in the short run
can be0 fixed back with a speed of 88%
in the long run; in subsequent years.
Apparently, it will take about 8 years
to correct. The coefficient of
determination (R2) explains 97% of
the variations in the dependent variable
which is above 50% and even after
taking into consideration the degree of
freedom, the adjusted coefficient of
determination (adjusted R2) still
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explains  96% variation in the
dependent variable. The results of the
tests suggest that the model is well
specified, and hence the results are
credible.

Table 4: Vector Error Correction Results for objective one
Dependent variable.
RGDP
CointEql
RGDP-1) 1000000
4 -24877.63

| Ofgt-1)

e VECM, while
and two for all the variables.

Soece: Researchers' Extract from Eview 9.0 Etimation ouput (2023).
The co-integrating equation short run
result of the VECM equation showed
that the constant is negative valued at
[-24877.63]. The implication is that
holding all the independent factors
[interest rate (ITR), Number of on
boarded (New) Financial service
Agent (OFA), Active POS Deployed
(APD), inflation rate (IFR) and
Number of Credit Accounts (NCA)],
constant, real gross domestic product
(RGDP) will steady at 284 percent at
the short run. Meanwhile, the
explained variables coefficients under
VECM short run result showed that
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interest rate (ITR), Number of on
boarded (New) Financial service
Agent (OFA), Active POS Deployed
(APD) and inflation rate (IFR)
respectively, have negative
relationship with the explanatory
variable (i.e., real gross domestic
product (RGDP) proxy for economic
growth). It implies that decreases in
these explanatory variables [ITR,
OFA, APD and IFR)] will lead to a
decline in the Nigerian real gross
domestic product (RGDP) proxy for
economic growth by [59.51TR,
0.280FA, 0.66APD and 104.161FR] at
the short run. Meanwhile, the Number
of Credit Accounts (NCA) in Nigeria
reported positive relationship with the
dependent  variable (real gross
domestic product (RGDP) proxy for
economic growth). In other words, a
unit increase in Number of Credit
Accounts (NCA) in Nigeria will
increase the real gross domestic
product (RGDP) proxy for economic
growth in Nigeria by [7%]. Thus, the t
— statistic APD and NCA given as
[2.66848, and 5.38821] of these
variables were significant in the short
run.

However, the error correction equation
at lag one and two Colum’s showed
that coefficients of ITR and NCA have
a negative relationship with the
dependent variable (real gross
domestic product (RGDP). While the
coefficients of OFA at lag one alone
and APD at lag two, were reported
negative whereas at lag one and two
respectively had positive with the
dependent variable. The implications
of these negative responses of these
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financial inclusion variables are as
follow; first, shilling increase in the
[Number of on boarded (New)
Financial service Agent (OFA), Active
POS Deployed (APD), in Nigeria will
lead to [(0.01 lag (.1),48.3 lag (-2) nca),
(42.5 lag -1y, 71.2 lag (2 iTr), 0.01lag (-
1) AFD and 91.20FA lag (2] cents
decrease on real gross domestic
product (RGDP). Whereas the
coefficients of APD at lag two and
OFA at lag two coefficients have
positive relationship with the constant
variable (RGDP). In other words, a
unit APD and OFA respectively will
lead to [(43 lag (1), OFA and 85 lag ()
app)] percent’s increase on Nigerian
gross domestic product (RGDP).

The t- statistic of error correction
equation for these variables ITR, NCA,
APD, OFA at their lag one and two is
given as [-2.24048lag (-1), 2.29790lag
(-2) ITR],[2.90119lag(-1),
1.56987lag(-2)NCA], [1.88010lag(-1),
2.34308lag (-2)APD], [2.71915lag (-
1)IFR], [5.746771lag(-2)OF A]were
statistically significant to the study
within ~ the  observation  time.
Meanwhile, not all the explanatory
variable has their signs both at lag one
and two in line with the theoretical
assumption. The coefficient of
determination adjusted square R?
(0.6652) have a good fit to the study
since 52 percent variation on the
dependent variable (RGDP) is as a
results of influence/impact from these
explanatory variables. In the same
view, the  F-statistic  reported
[22.95966], which is 22.95 percent
total joint influence of the variables
implying significant in the model.
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Objective Two: impact of financial
inclusion on poverty reduction in
Nigeria].

Co-integration Test for
objective/model Two

Table §: Co-integration Test for objective/model Two
Series: D(PCL2) DIDRA.2) DILRA,2) DiA4.2) DEMB,2) DINCB 2)

Hypothesized Trace 0.05
No.of CE(s) | Eigenvalue | Statistic | Critical Value | Prob.**
None * 0876203 | 2199123 |  95.75366 0.0000
Atmost1* | 0776933 | 1488825 |  69.81889 0.0000
Atmost2* | 0.694168 | 9787203 | 4783613 0.0000
Atmost3* | 0318482 | 57.59244 |  20.79707 0.0000
Atmostd* | 0441081 | 3274487 | 1540471 0.0001
Atmost 5 ¥ 0317030 1296535 3841466 0.0003

Soce: Researchers” Extractfrom E-view 9.0 Estimation ouput (2023)

Judging by the trace - statistics and its
corresponding probability value, there
are at least six co-integrating equations
in table 5 above. This means that the
variables are co-integrated and it can
be concluded that a long-run
equilibrium relationship exists among
the variables since their individual
trace statistic were greater than that of
5 percent critical value. The
probability value indicated statistically
significant which addressed model two
of the study.
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Table 5.1: Results of Error Correction Model (Two)
[ Dependent Variable: PCI

Variable Coefficient| _ Std. Erron_ t-Statistic| _Prob.
C 73484400 117.6759 6244642 0.0000
DRA 0000399 0.000189 2111381 0.0432
LRA 0000364 0.000211  1.720145  0.0957
A -6.74E-05)  3.09E-05 -2.180286  0.0372
EMB 0.023530,  0.008603  2.735142  0.0104
NCB 0.555809 0031103 1786993 0.0000
ECM(-1) -0.545922 062669 -3.356031  0.0022
[
R-squared 0.951992] Mean dependent var | 1365.050
Wdjusted R-squared 0.942390,S.D. dependent var 919.1633
S.E. of regression 220.6176|  Akaike info criterion 13.79940
Sum squared resid 1460164, Schwarz criterion 14.10416
Log likelihood -248.2888 Hannan-Quinn criter. | 13.90684
\F-statistic 99.14930 Durbin-Watsonstat | 2.026445
Prob(F-statistic) 0.000000)

Source: Researchers’ Extract from E-view 9.0 Estimation output (2023),

The second model examines the
determinants of Financial Inclusion in
Nigeria and the result presented in
table 5.1 depicts positive and
significant relationship between the
Financial Inclusion variables and
poverty reduction in Nigeria. At
2.026445, the Durbin Watson statistics
shows the absence of auto—correlation
given its value that is between 1.8 and
2.2. We can therefore we reject the null
hypothesis of the presence of
autocorrelation among the disturbance
terms in the model and accept the
alternative hypothesis that there is no
autocorrelation between the error
terms. The fitness of the model is
confirmed by the prob F-statistic
which is significant at 5 percent given
the value of 0.000000 which led to
rejection of null hypothesis that all the
explanatory variables introduced in the
model are not jointly significant in
explaining the variations in financial
inclusion. The error correction term,
ECMt-1, was significant at 5% with a
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little high feedback of 54%. It is also
negatively signed and significant,
showing that the adjustment is in the
right direction to restore the long run
relationship. This confirms also that
any disequilibrium in the short run can
be fixed back with a speed of 54% in
the long run-in subsequent years.
Apparently, it will take about 5 years
to correct. The coefficient of
determination (R?) explains 95% of the
variations in the dependent variable
which is above 50% and even after
taking into consideration the degree of
freedom, the adjusted coefficient of

determination (adjusted R?) still
explains 94% variation in the
dependent variable. Also, a unit

increase in coefficients of demand
deposit from the rural areas (DRA) and
loan to rural areas (LRA), Electronic
money  banking/payment  system
(which include; Cheque, ATM, POS
and internet transfer) ownership age
from 15 year above) (EMB), and
number of commercial bank branches
in the country (NCB) will lead to on
the average 0.000399, 0.000364,
0.023530and 0.555809 increase in
financial inclusion respectively.
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Table 6: Vector Error Correction Results for objective Two [impact of financial inclusion on
poverty reduction in Nigeria].
Date: 0924/23 Time: 03.04
Sample (adjusted): 1988 2022
Included observations: 35 after adjustments
Standard errors in () & t-statistics in [ |
Cointegrating Eq: CointEq!
PCI[-1) 1.000000 c

~640.1583
DRA(-1) 1.19E-05
(0.00050)
[0.02395)
LRA(-1) 0004137
(0.00050)
[8.19344]
M) 0.000308
(5.0E05)
16.20104]
EMB(-1) -0.098130
(0.00873)
[11.2438]
NCB(-1) 0.455048
(0.03165)
[-14.3768]

Dlag(-1) D(lag(-2)

D(PCI-1)) 1217992
(4.20546)

[-289622)

7.429071
(352274)
[2.10889)
D(DRA(-1)) 0.744279
(0.11969)
[6.21858]

2241385
(0.38289)
[5.85394]
D(LRA(-1)) -2.467317
(0.71772)
(343773

-0.472001
(0.18133)
[-2:60293]
DIAAL1) 0.781990
(0.17017)
14.59536]

0.046714
(0.05864)
[0.79666]

D(EMB(-1)) 2593633
(17.2383)

11.50458]

0.258203
(0.13896)
[1.8787)
DINCB(-1)) 50.12307
(119.435)
10.41967]

2046865
(1.71339)
11.19463)

c -70.18770
(46.5502)
{1.50778)

-3262.521
(46582.9)
[-0.07006]

0.600218
0.352734
689844.4
181.2450
2425283
2227181 -
13.52675

0.653451
0438920
691E+11
1813722
3,045959

Resquared

Adj. R-squared
Sum sq. resids
S.E. equation
Fstatistic

Log ikelihood
Akaike AIC
Schwarz SC
Mean dependent
S.D. dependent

2252811 2421355

Source: Researchers Extract from E-view 9.0 Estimation ouput 2023),

Table 6 is of two sides. First is the
vector error correlation (VECM) co-
integrating short run equation denotes
CointEql, the second is the long run
VECM result which denote D(lag (-1)
and D(lag (-2). Examining the co-
integrating short run aspect of the
table, we observed that coefficients of
demand deposit from the rural areas
(DRA) and account owners of any type
(age from 15 year above) (AA) post a
positive  relationship ~ with  the
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dependent variable Per capita income
(PCI). Meaning that, a unit increase in
these variables (DRA and AA) will
lead to [0.1, 14] percent’s increases on
the Per capita income (PCI) levels in
Nigerian poverty level in the economy
at the short run. Whereas, coefficients
of loan to rural areas (LRA), Electronic
money  banking/payment  system
(which include; Cheque, ATM, POS
and internet transfer) ownership age
from 15 year above) (EMB), and
number of commercial bank branches
in the country (NCB) post a negative
relationship with Per capita income
(PCI) the dependent variable. It
implies that a unit declined inflows of
loan to rural areas (LRA), Electronic
money  banking/payment  system
(which include; Cheque, ATM, POS
and internet transfer) ownership age
from 15 year above) (EMB), and
number of commercial bank branches
in the country (NCB) will lead to
[04ira, ooemsand 48ncs] percent’s
decrease on Per capita income (PCI).
Again, VECM equation showed that
the constant variable that is (PCI)
reported negative valued at [-
640.1583]. The implication is that
holding all the independent factors of
financial inclusion constant, Per capita
income (PCI) in the Nigerian poverty
level will steady at 64 percent at the
short run. Meanwhile, the t — statistic
of LRA, AAA, EMB and NCB given
as [8.19344LRA, 6.20104AA,
11.2435EMB and 14.3768NCB] of
this variable were all significant in the
short run.

Error correction equation Colum’s
showed that coefficients of the rural
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areas (DRA), account owners of any
type (age from 15 year above) (AA),
Electronic money banking/payment
system (which include; Cheque, ATM,
POS and internet transfer) ownership
age from 15 year above) (EMB), and
number of commercial bank branches
in the country (NCB) at lag one and
two, have a positive relationship with
the dependent variable (Per capita
income (PCI) in the Nigerian
economy. This implies that at the long
run, a unit increase in these financial
inclusion variable (DRA, AA, EMB
and NCB), will lead to [(0.744279 lag
(-1), 2241385 lag (-2) DRA),
(0.781990 lag (-1), 0.046714 lag (-2)
AA), (25.93633 lag (-1) 0.258203 lag
(-2) EMB), (50.12307 lag (-1),
2.046865 lag (-2) NCB)] percent
respective increases on Per capita
income (PCI) in the Nigerian
economy. In other words, the three of
the financial inclusion variables used
in this model and objective two of this
study impact positively on poverty
reduction  while improving the
economy as a whole. Whereas
coefficient of loan to rural areas (LRA)
at both lags one and two post a
negative  relationship  with  the
dependent variable (i.e., Per capita
income (PCI) of Nigerian’s. The
implications of this negative responses
of loan to rural areas (LRA) which is
one of the financial inclusion variables
are as follow; first, a unit decrease in
the (inflows of loan to rural areas
(LRA) in the Nigeria economy will
lead to [(-2.467317 lag (),
-0.472001lag (2 Lra] percent’s
increase on Nigerian poverty level,
thereby decreasing Per capita income
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(PCI) of Nigerian.

The t- statistic of error correction

equation for these variables is
[(4.59536aa (1), (6.21858pra (1),
5.853%pra () (3.43773LRA9-1),

2.60293LRA (-2)) 1.50458EMB (-1),
1.85787EMB (-2) and [1.19463ncs (-1)]
were statistically significant to the
study within the observation time.
Meanwhile, the explanatory variable
all have the signs in line with the
theoretical assumption. Whereas the
coefficient of determination R?
(0.600218) have a good fit to the study
since 60 percent variation on the
dependent variable (PCI) is as results
of influence/impact from these
financial inclusion explanatory
variables. In the same view, the F-
statistic reported [2.425283], which is
2.4 percent total joint influence of the
variables implying significant in the
model.

Objective Three: [To ascertain
impact of financial inclusion on
savings in Nigeria
Table 7 Co-integration Test for objective/model Three
Seris: ASE ITR CPS AA EXR
Hypothesized
No. of CE(s)
None *
Atmost | *
Atmost2*

Trace 0.05
Statistic _|Critcal Value
278881 | 6981889
1590382 | 4785613 |
932061 | 2979707 |
Atmost3* | 0300211 | 468763 | 1549471
Atmostd* | 039853 | 1982716 | 3841466
Source: Researchers' Extract from E-view 9.0 Estimation oufput (2023).
Also, the Maximum Eigenvalue of the
variables are all proved the same
significantly significant since their
max-eigen statistic of the variables are
(i.e., ASE [237.8881 > 69.81889],

ITR [159.0382 >47.85613] CPS

Prob.**
0.0000
0.0000
0.0000
0.0000
0.0000

Eigenvalue
0.867582
0.819262
0.688151
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[92.32061 > 29.79707] AA [46.87636
>15.49471] and EXR [19.82716 >
3.841466] higher when view along
with 5 percent critical-value, this
could be confirmed with their
probability values as it valued
[0.0000] respectively. Simply put,
there is four indicated co-integrating
eqn(s) among the variables in the
model estimated.

Table 7.1: Results of Error Correction Model Three
Dependent Variable: ASE

Variable Coefficient].  Std. Errorl _ t-Statistic Prob.
4 016963 434387 06637517 03111
i 385186 255620 048454 03868
(P§ 0000803 448E-05 1791403 0.0000
A 0001548 0.000139 1109857 0.0000
EXR 0088470 3.044303  -0.6598701 05133
ECM-I) 20697 0165757 -1.244574) 02213
Resquared 0.991756 Mean dependent var 3097331
Wdjusted R-squared 0.990611 S.D. dependent var 7095.987
S.E. of regression 687.5897 Akaike info criterion 16.03583]
Stum squared resid 17020067 Schwarz criterion 16.28408
Log likelihood -330.7523 Hannan-Quinn criter. 16.12681
F-statistic 866.1348  Durbin-Watson stat 2006095
Prob(F-statistic) 0.000000;

Source: Researchers' Evtact from E-view 9. Estimation ouput (2023).

The error correction model estimated
result presented in Table 7.1 revealed a
positive and significant relationship
between the dependent variable
Aggregate saving in the economy
(ASE) and independent variables ITR,
CPS, AA, EXR. At 2.006095, the
Durbin Watson statistics does not
propose evidence of auto—correlation.
This value is between 1.8 and 2.2
which suggests the absence of
autocorrelation. Therefore, we reject
the null hypothesis of the presence of
autocorrelation among the disturbance
terms in the model and accept the
alternative hypothesis that there is no
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autocorrelation between the error
terms. The fitness of the model is
confirmed by the prob F-statistic
which is significant at 5 percent given
the value of 0.009064 which led to
rejection of null hypothesis that all the
explanatory variables introduced in the
model are not jointly significant in
explaining the variations in Aggregate
saving in the economy (ASE) level and
concluded that they are simultaneously
significant. The error correction term,
ECMt-1, was significant at 5% with
low feedback of 0.20%. It is also
negatively signed, showing that the
adjustment is in the right direction to
restore the long run relationship. This
confirmed also that there is a strong
relationship between financial
inclusion variables and aggregate
saving in the economy (ASE) which
implies that a deviation from
equilibrium level in the current year
will be corrected by 0.20% in
subsequent years. Apparently, it will
take about 2 years to correct.
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ion Results for objective Three [To ascertain impact of

ria).

ASE(-1) 1.000000
1TR(-1) 9.104585
(16.0616)
10.56636]
CPS(-1) 0.000912
(3.3E-05)
[-27.9460]

AACD)

0.001078
(0.00016)
[-6.59344)

EXR(-1)

«

Dilag(-1) Dflag(-2)

DIASE(-1) 0532249
(0.19654)
[2.70813]

0.505708
(0.19421)
[2.60392]

DATR(-1))

D(CPS(-1))

0373885 0.264366
(0.16651)  (0.09257)
2.24537] [ 2.85596)
DAA(-1) 0.919081

(0.29059)
7] 1-3.16281]

D(EXR(-1)

1771235
(6655.56)

9933.825
(3069.99)

[2.66117] [3.23578]

7 0131695
(1.01744)

80233.87
(150584,)

1550367 4.869267
(173.368) (77174.9)  (5.19349)

[ 1.80894]

-309.8167
16.09084
16.59750

516.1968

910.3187

3013122 28
3859648 1493182 10.03280
§25369.5 4535666 19.36653

3969822

e (dof

231E+31
3.89E+30
1692.509
§7.87546
90.61989

Extract from E-view 9.0 Estimation output (2023)

Table 8 is of two sides. First is the
vector error correlation (VECM) co-
integrating short run equation denotes
Coint-equationl, the second is the long
run VECM result which denote D(lag
(-1) and D(lag (-2). Examining the co-
integrating short run aspect of the
table, we observed that coefficients of
credit to private sector (CPS), account
owners of any type (age from 15 year
above) (AA) and exchange rate (EXR)
post a negative relationship with the
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dependent variable Aggregate saving
in the economy (ASE). Meaning that,
a unit increase in these variables (CPS,
AA and EXR) will lead to [0.09CPS,
0.01AA, and 2.93EXR] percent
decreases  respectively on  the
aggregate saving in the economy
(ASE). Whereas, coefficients of
interest rate (ITR), post a positive
relationship with aggregate saving in
the economy (ASE). It implies that a
unit increase inflows of this variable in
Nigerian will lead to [9.104585 i1r]
percent decrease on aggregate saving
in the economy (ASE). Again, VECM
Coin-equation  showed that the
constant reported negative valued at [-
313.6117]. The implication is that
holding all the independent factors
constant, aggregate saving in the
economy (ASE) in the Nigeria will
decline by 313 percent at the short run.

Error correction equation Colum’s
showed that coefficients of credit to
private sector (CPS) and exchange rate
(EXR) both at lag one and two have a
positive  relationship ~ with  the
dependent variable (ASE). This
implies that at the long run, a unit
increase in these variables (CPS and
EXR), will lead to [0.373885(-1),
0.264366(-2) CPS], [17712.35(-1),
9933.825(-2) EXR] percent increase
on aggregate saving in Nigerian
economy (ASE) within the study
period. Whereas the coefficients of
interest rate (ITR) and account owners
of any type (age from 15 year above)
(AA) both at lag one and two, post a
negative  relationship ~ with  the
dependent variable (i.e., aggregate
savings in Nigerian economy (ASE).
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The implications of these negative
responses of these variables are as
follow; first, shilling increase in the
(inflows interest rate (ITR) and
account owners of any type (age from
15 year above) (AA)) will lead to [-
4.228637(-1), -0.567944(-2) ITR], [-
0.776332(-1), -0.919081(-2) AA]
percent decrease on aggregate savings
in Nigerian economy (ASE). The t-
statistic of error correction equation for
these variables is [[2.70813(-1),
2.60392(-2) ASE), (2.97146(-2) ITR),
(2.24537(-1), 2.85596(-2) CPS), [-
2.13707(-1), -3.16281(-2) AA and
(2.66117(-1), 3.23578(-2) EXR]] were
statistically significant to the study
within the observation time.

Consequently, the coefficient of
determination adjusted square R?
(0.612993) have a good fit to the study
since 61 percent variation on the
dependent variable (aggregate savings
in Nigerian economy (ASE)) is as a
result of influence/impact from these
explanatory variables. In the same
view, the F-statistic  reported
[4.031831], which shows total joint
influence of the variables in the model.

Table 9: Autocorrelation VECM test Result

Lags LM Stat Probability Value
1 4203374 00178
2 36.67254 0.0620
3 5137399 0.0014
4 59.99453 0.0001
5 29.68818 02362
6 309174 0.1288
7 4816701 0.0036
8 322812 0.1500

322821
3491747 0.0897
5334109
n 41.76302
n 30.91965

0.0008
00191
0.0297

Source: Researchers” Extract from E-view 9.0 Estimation output (2023),

This test is condition to test if they
exist auto or serial correlation problem
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to this VECM equation two employed.
However, viewing table 4.1 above, we
observed that the LM-statistic values
were examined using ten lags, and
almost the lags of LM-statistic value
were statistically significant as is
proven by the pro-value in the table.
We therefore conclude that there is no
presence of serial correlation in the
model.

Heteroskedasticity Test
Table 10 VECM Residual Heteroskedasticity

Joint test: No Cross Terms (Only Levels and Squares)

Chi-sg f Prob.

4278655 330 0.0002
Source: Researchers' Extract from E-view 9.0 Estimation output (2023).
Viewing the VECM Residual

Heteroskedasticity results in table 10,
we concluded that there is no
occurrence of Heteroskedasticity of
constant variance in the model since
the p-value [0.0002] of the Chi-square
statistic value [427.8655] showed
statistically significant within 330
degrees of freedom at 5 percent level
of significance.

Granger Causality Test Results
Table 11: Pairwise Granger Causality Tests for Objective One

Null Hypothesis: Obs | F-Statistic | Prob.
RGDP does not Granger Cause ITR | 41 0.16787 0.8461
ITR does not Granger Cause RGDP 0.30919 0.7360)
RGDP does not Granger Cause OFA | 41 0.25964 0.7728)
OFA does not Granger Cause RGDP 12.7698 0.0075
RGDP does not Granger Cause APD | 41 |  6.63897 0.0033
APD does not Granger Cause RGDP 9.10788 | 0.0006
RGDP does not Granger Cause IFR | 41 | 038791 0.6813
IFR does not Granger Cause RGDP 149761 0.2373
RGDP does not Granger Cause NCA | 41 0.21826 0.8050)
NCA does not Granger Cause RGDP 807537 | 00013

Source: Researchers' Extract from E-view 9.0 Estimation output (2023).
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The result in the table 11 revealed as
follows; that we should reject the null
hypotheses that said; RGDP does not
Granger Cause OFA, APD does not
Granger Cause RGDP, RGDP does not
Granger Cause APD and RGDP does
not Granger Cause NCA are rejected.
Reason is that their computed F* —
values [12.7698RGDP, (6.63897APD,
9.10788RGDP), and 3.91918NCA]

and p-values; [0.0075RGDP,
0.0035APD, 0.0006RGDP,
0.0013NCA]  were  respectively

significant at 5% level. In other words,
the past value of these financial
inclusion indicators namely, Number
of on boarded (New) Financial service
Agent (OFA), Active POS Deployed
(APD), and Number of Credit
Accounts (NCA) in the Nigeria does
granger causes the present value of
gross domestic product (RGDP).
Whereas, the past value of gross
domestic product (RGDP) does not
granger causes the present value of
Number of on boarded (New)
Financial service Agent (OFA), and
Number of Credit Accounts (NCA)
since  their f- and p-value
[(0.259640FA), 0.7728p and
(0.21826NCA) 0.8050p] computed
shows statistically insignificant which
implies per directional or partial causal
relationship between these variables
[RGDP, OFA, NCA] in the model.

On the same view, the results revealed
that there exists a bidirectional causal
relationship between Active POS
Deployed (APD) and gross domestic
product (RGDP) Nigeria within the
period of the study. Thus, these
variable’s f-  values computed
[6.63897RGDP, 9.10788APD) and P-
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value (0.0035RGDP, 0.0006APD)
were statistically significant
respectively at 5% level of

significance. The implication is that
the past value of Active POS Deployed
(APD) and gross domestic product
(RGDP) in Nigeria does in granger
causes the present values of each other
in the model.

Table 11.1: Pairwise Granger Causality Tests for Objective Two

Null Hypothesis: Obs | F-Statistic Prob.
PCI does not Granger Cause LRA 4 | 284828 00711
LRA does not Granger Cause PCI 439029 0.0197
PCl does not Granger Cause DRA 4 | 260549 0.0862
DRA does not Granger Cause PCI 174672 .0888
PCI does not Granger Cause A4 4l 1.06057 .3568
AA does not Granger Cause PCI 047971 06229
PCI does not Granger Cause EMB 3 | 023132 0.7947
EMB does not Granger Cause PCI 037710 .6589
PCl does not Granger Cause NCB 4 | 11887 0.0001
NCB does not Granger Cause PCI 0.82208 04476
Source: Researchers Extract from E-view 9.0 Estimation output (2023).
Table 11.1 revealed that null

hypotheses that said; PCI does not
Granger Cause LRA, LRA does not
Granger Cause PCI, PCI does not
Granger Cause DRA, DRA does not
Granger Cause PCI and PCI does not

Granger Cause NCB should be
rejected as  their f-  value
[2.84828PCl, (4.39029LRA,

2.62549PCl, 1.74672DRA and
11.8874NCB)] and p-  value
[0.0711PCI, 0.0197LRA, 0.0862PClI,
0.0888DRA and 0.0001NCB]
computed respectively, were

significant at 5% level. This implies
that the past value of these financial
inclusion indicators namely, demand
deposit from the rural areas (DRA),
loan to rural areas (LRA), and number
of commercial bank branches in the
country (NCB) in the Nigeria does
granger causes the present value of Per
capita income (PCI) within the period
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of this study. Whereas, per capita
income (PCI) past value does not
granger causes the present value of
these financial inclusion indicators
epact the demand deposit from the
rural areas (DRA). We conclude that
there exists partial causal relationship
between these variables [PCI, LRA,
DRA and NCB] in the model.

The results also revealed that there
exists no positive causal relationship
between account owners of any type
(age from 15 year above) (AA),
Electronic money banking/payment
system (which include; Cheque, ATM,
POS and internet transfer) EMB and
Per capita income (PCl), since their f-
value [1.06057AA, 0.47971PCl,
0.37710EMB and 0.23152PClI] and p-
value [0.3568AA, 0.6229PCl,
0.6889EMB, and 0.7947PCI]
computed respectively, were
insignificant at 5% level. In other
words, the past value of account
owners of any type (age from 15 year
above) (AA), Electronic money
banking/payment  system  (which
include; Cheque, ATM, POS and
internet transfer) EMB and Per capita
income (PCI) computed does not
statistically granger causes the present
value of each other [i.e. (AA and PCl),
(EMB and PCI) in the model.

Table 11.2: Pairwise Granger Causality Tests for Objective Three

Null Hypothesis: Obs
USE does not Granger Cause ITR | 41
ITR does not Granger Cause ASE
ASE does not Granger Cause CPS 41
CPS does not Granger Cause ASE
|ASE does not Granger Cause A4 | 41

Prob.
0.8886)
08955
0.0002
0.6620)
0.0080,
00005

F-Statistic
0.11848
0.11037
11.1069
041719
5.54321
931795

AA does not Granger Cause ASF.
ASE does not Granger Cause EXR 41 293030 0.0662
EXE does not Granger Cause ASE 280335 0.0739
Source: Researchers” Extract from E-view 9.0 Estimation output (2023).
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These results suggested that; AA does
not Granger Cause ASE, ASE does not
Granger Cause AA, EXR does not
Granger Cause ASE and ASE does not
Granger Cause EXR null hypotheses
should be rejected, since their f- value
[(5.54321ASE, 9.31795AA),
(2.93030ASE, 2.80335EXR)] and p-
value  [(0.0080ASE, 0.0005AA),
(0.0662ASE, 0.0739EXR)] computed
respectively, were significant at 5%
level. This implies that the past value
of these financial inclusion indicators
namely, credit to private sector (CPS),
account owners of any type (age from
15 year above) (AA) and exchange rate
(EXR) in Nigeria does granger causes
the present value of Aggregate saving
(ASE) in Nigerian economy and at the
same time, the past value of Aggregate
saving (ASE) does granger causes the
present value of [ASE, AA and EXR]
within period of this study. We then
conclude that there exists a
bidirectional ~ causal  relationship
among the variables. The table further
revealed that ASE does not Granger
Cause ITR and at the same time, ITR
does not Granger Cause ASE.
However, the result shows that ASE
does Granger Cause CPS, whereas
CPS does not Granger Cause ASE.
This is confirmed with their f-values
[(0.11848ASE, 0.11037ITR),
(11.1069ASE, 0.41719CPS)] and p-
value [(0.8886ASE, 0.8958ITR),
(0.0002ASE  0.6620CPS) at 5%
significance level. We then conclude
that there exists a partial causal
relationship among the [ITR, CPS and
ASE] variables in the model tested.
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Evaluation of working hypotheses
Null Hypothesis 1: There is no
significant impact of financial
inclusion on Nigeria’s economic
growth.

From the VEC table 4 we examine the
hypothesis one of the studies by
considering the size and signs of the
coefficients used in the model and as
well their significance as we compare the
t-statistic both calculated and tabulated
critical value at 5% level of significance.
First, we reject the null hypothesis one
of this study and accept the alternative
hypothesis ~ with  the  following
observations: T-test: In short run
equation, all the coefficients variable
employed in the model were all
statistically significant at 5% level of
significance using the calculated t-
value of the model. In other words,
from the long run regression estimate
of the variables2.24048lag (-1),
2.29790lag (-2) ITR], [2.901191ag (-
1), 1.56987lag (-2) NCA], [1.88010lag
(-1), 2.34308lag (-2) APD],
[2.71915lag (-1) IFR], [5.74677lag (-
2) OFA]. were respectively greater
than the tabulated t-value is 1.569. We
observed that: One percent decrease in
financial inclusion proxy by these
variables; [ITR, NCA, APD, and OFA]
will leads to 2% to 5% increase on
economic growth (i.e., Real Gross
Domestic Product (RGDP)
respectively at the long run in Nigeria
during the periods of the study.

Again, looking at the Granger
causality test carried out, we observed
that there exists per directional or
partial causal relationship between
these variables [RGDP, OFA, NCA] in
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the model, whereas there exists a
bidirectional ~ causal  relationship
between Active POS Deployed (APD)
and gross domestic product (RGDP)
only Nigeria within the period of the
study. Based on this, we therefore
reject the null hypothesis one of this
study and accept the alternative
hypothesis one that said, ‘“Financial
inclusion has significant impact on the
Nigerian economic growth” during the
period of the study 1980-2022.

Null Hypothesis1l: Financial inclusions
have no significant impact on
poverty reduction in Nigeria.

We employed results of VECM table 6

to examine the hypothesis two of the

study by considering the size and signs
of the coefficients used in the model and
as well their significance as we compare
the t-statistic at 5% level of significance.

First, we reject the null hypothesis two

of this study and accept the alternative

hypothesis ~ with  the  following
observations:

e  T-test: In short run equation from
table 6, four of the variables
employed in the model were all
statistically significant at 5% level
of  significance  using the
calculated t-value of the model. In
other words, from the short run
regression estimate the t-statistic
of these variables [8.19344(-1)
Lra, 6.20104aa, 11.2435gms and
14.3768ncs]  were  respectively
greater than the tabulated t-
critical value 1.569. While at the
long run, the t-statistic of the
variables were, [(4.59536aA (1),
(6.21858prA (1), 5.85394prA (-2)
(3.437731rA (-1), 2.60293.rA (-2)
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1.50458eme (-1), 1.85787ems (-2)
and [1.19463ncs ()] respectively,
greater than the tabulated t- value
is 1.569.

e One percent increases in the
financial inclusion variables;
deposit from the rural areas
(DRA), loan to rural areas (LRA),
at lag one (-1) and lag two, will
leads to [6%(DRA)-1),
5%(DRA)-2), 8%(LRA)-1)),
increases on Per capita income
(PCI) respectively, in the long run
in Nigeria during the periods of
the study.

e One percent increases in the
financial inclusion variables;
account owners of any type (AA)
and electronic money
banking/payment system (EMB)
at lag one (-1) and two (-2) will
leads to [1.5% (aa)-1), 1.8%an)-2),
26%(ems)-1) 03%(eme)-2)]
increase on the Per capita income
(PCI) respectively, in the long run
in Nigeria during the periods of
the study.

e Whereas one percent increase in
the financial inclusion variable;
number of commercial bank
branches in the country (NCB) at
lag one (-1) will leads to by 1.9%
increase on the Per capita income
(PCI) respectively, in the long run
in Nigeria during the periods of
the study.

Meanwhile, viewing at the Granger
causality test carried out, we observed
that there exists partial causal
relationship between these variables
[PCI, LRA, DRA and NCB] which
implies that [LRA, DRA and NCB]
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does granger causes the present value
of per capital income whereas per
capital income does granger causes
these financial inclusion indicators
[LRA, DRA and NCB] in the model.

Based on this, we concluded,
“financial inclusion has significant
impact on poverty reduction in

Nigeria” during the period of the study
1980-2022.

Null Hypothesis I11: Financial
inclusion has no impact on the
Nigerian savings growth.

Results of VECM table 8 was employed
in examining the hypothesis three of the
study by considering the size and signs
of the coefficients used in the model and
as well their significance as we compare
the t-statistic both calculated and
tabulated critical value at 5% level of
significance  with  the following
observations:

The variables t- statistic of error
correction equation for these variables
is [[2.70813(-1), 2.60392(-2) asg),
(2.97146(-2) ITR), (2.24537(-1),
2.85596(-2) cps), [-2.13707(-1), -
3.16281(-2) aa and (2.66117(-1),
3.23578(-2) exr] were statistically
greater than the 5% critical value
1.569.

We also observe that one percent
increase in the financial inclusion
variables such as account owners of
any type (AA) and credit to private
sector (CPS) at lag (-1) and (-2), leads
to [35%(cps).1), 42.8%(cps).z) and
3.1%(an)-2) increases on aggregate
saving (ASE) which is quall to
investment in the  economy



African and Global Issues Quarterly (JAGIQ) Volume 4, Issue 1, 2024

respectively during the periods of the
study. On the other hand, One percent
decrease in the interest rate (IR) at lag
one (-1) will leads to 56% (IR)(-1),
increase on the aggregate saving
(ASE) in the Nigerian economy
respectively, in the long run during the
periods of the study. Whereas one unit
decrease in at lag (-1) and (-2) will
leads to 17% Excr)-1), 99% (Excr)-2)
increase on the aggregate saving
(ASE) in the Nigerian economy
respectively, in the long run during the
periods of the study.

Meanwhile, viewing at the Granger
causality test carried out, we observed
that there exists a bidirectional causal
relationship between these variables
[ASE, AA and EXR] and in the same
model  reported  partial  causal
relationship between the dependent
variable [ASE] and [CPS and ITR]
financial inclusion indicators in the
model tested. Based on this, we
conclude that, “financial inclusion has
significant positive impact on the
Nigerian savings and investment
growth” during the period of the study
1980-2022.

Conclusion.

This study sought to examine the
impact of Financial Inclusion on the
Nigerian Economic growth 1980 to
2022. There is the expectation that
financial inclusion in Nigeria will
contribute to economic growth by
possible positive in greater savings,
broad money, credit to private sector,
Ratio of loan to deposit interest rate,
and increase number of commercial
bank branches in the country, loan to
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rural areas and number of account
owners of any type.

Having analysed the state of financial
inclusion in Nigeria, and based on the
results obtained and interpreted the
null hypotheses that stated, “Financial
inclusion has no significant impact on
the Nigerian economic growth.” (2)
“Financial inclusion has no significant
impact on poverty reduction in
Nigeria” and (3) financial inclusion
has no significant positive impact on
the Nigerian savings and investment
growths in Nigeria were rejected.
Thus, given the prevailing policy

environment in  Nigeria, these
explanatory variables, has
significantly impacted and did

improve the growth of the Nigerian
economy. Savings behaviour in
average showing 51%, number of
account owners of any type having
59%, and  electronic  money
banking/payment  system  showing
26% influences to economic growth
and poverty reduction in Nigeria.
Finally, the econometric estimation
shows that borrowings and loans from
financial institutions are having 8%
and 3.2% significantly contributed to
economic growth. This implies that
borrowing and savings through outside
financial institutions (using family,
friends or saving clubs) still pave way
to reduce influences to people in the
Nigerian  economy.  From the
foregoing, therefore, we conclude that
level of financial inclusion in Nigeria
is high which significantly affected
positively on the Nigerian economic
growth, poverty reduction in Nigeria
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and Nigerian savings and investment
growths during the period of this study.

Policy Recommendations

1

Given that financial inclusion has
significant impact on the Nigerian
economic growth, the study
recommends that “Nigeria
governments that have limited
public funds, or limited tax
revenue, to fund financial
inclusion programs should prefer
to use financial literacy as a
national strategy for financial
inclusion because it is relatively
cheaper to educate the population
about financial management and
the benefits of using formal
financial services”.

Since financial inclusion has
significant impact on poverty
reduction in Nigeria, the study
then recommends that “stable
electricity supply to drive the
infrastructural facilities provided
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