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Abstract 

This study investigates the nature and magnitude of the short run influence of financial inclusion 

on output per head in Nigerian and especially how the latter respond to the short run dynamic 

impact of the former. The correlates were modelled using the Nonlinear Autoregressive 

Distributed Lag approach. We obtained the estimation by conducting short run dynamic tests on 

annual time series Nigerian data over the period 1981 through 2018.The results reveal that 

previous and present market capitalization per head has positive short run dynamic influence on 

output per head confirming that output improves as a result of improvement in the performance of 

the capital market. Micro Finance Bank account per head at current value contribute significantly 

to the growth of output per head while the previous year value showed mixed effect on output per 

head, increase in the number of insurance policies purchased affect output growth negatively 

within the early years but shows strong positive impact on output per head in the later years. Also, 

current increase in the number of deposit money bank account per head improve the output growth 

in the short run and current rise in the number of pension account per head improve the output 

per head in the short run. The study posits that strong evidence of short run dynamics causation 

flows from financial inclusion to output growth in Nigeria. We recommend that micro finance 

banks should embark on aggressive savings mobilization through account opening in the 

commodity markets. 
 

Keywords: Financial Inclusion, Short run, Output Growth, Market Capitalization, Insurance 
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1.0 Introduction 
 

The drive to catalyze private sector investments, increase savings, credit, capital market activities 

and productivity, accelerated the formulation of strategies and the establishment of financial 

institutions that will help increase financial inclusion such as micro-finance and development 

banks. Following closely is the adoption of the National Financial Inclusion Strategies (2012) and 

the revised version (2018) which includes agent banking and mobile money, financial literacy and 

consumer protection, reduced account opening requirements, reduction in the minimum deposit 

requirement for account opening, local money transfers, increase in the number of bank branches, 

the use of ATM, POS and mobile agents (National financial inclusion strategy in Nigeria, 2018). 

This is in conjunction with regulatory reforms and new funding vehicles by the Federal 

Government with the aim of creating unhindered access to a wide range of financial 

services/products which are expected to not only enhance efficient financial intermediation but 

about:blank
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should also significantly bring about increased/easy access to a broad range of formal financial 

services for micro, small and medium scale enterprises at affordable cost, mopped up more cash 

into the formal financial system, trigger an active economy with even growth (CBN, 2012), and 

contribute to poverty reduction and output growth in the economy.  

 

Despite the above efforts and stride of successive governments and its monetary authorities in the 

pursuit of financial inclusion, the formal financial system seems not to have been able to 

sufficiently or adequately penetrate the informal financial market in Nigeria, so, the extent to which 

these efforts yield expected result in Nigeria is a subject of controversy since income and 

productivity are fast dwindling in Nigeria. However, the above mentioned access 

measures/payment facilities only provides convenience to the customers in the formal financial 

sector and facilitate the payment system but do not effectively enhance financial inclusion or 

transmit the expected effects of financial inclusion into the economy, as such, there is the 

controversy as to the effectiveness of strategies adopted. For instance, as at the end of 2018, it was 

reported that about 63.2 percent or 63 million Nigerians were financially included leaving an 

exclusion gap of 38.8 percent or 36.6 million adults Nigerians that need to be included.   

 

Previous studies have attempted to demonstrate that including more adults in the formal financial 

system, and mopping-up idle cash from the informal financial sector into the formal financial 

system, indeed, influence the intermediation activities of the financial system in general, and 

banks, insurance companies, pension funds, micro-finance banks and other financial institutions 

in particular. While they seem to agree on the significant effect of financial inclusion on financial 

intermediation activities, there appear to be disagreements in respect of the nature and extent of 

the relative effects on output growth. For instance, in the study by Babajide, Adegboye and 

Omankhanlen (2015) on the impact of financial inclusion on economic growth in Nigeria, financial 

inclusion was discovered to exert significant influence on both production (output growth) and 

capital(income).  

 

In another study by Onaolapo (2015), the results revealed that financial inclusion indicators 

significantly influence per capita income (PCI) and economic growth /output growth. However, 

some previous studies reported contradictory results while the effect of financial inclusion on 

output growth and income were inconclusive in other studies. Another motivation for this study is 

the fact that recent empirical evidence on the impact of financial inclusion on economic 

performance varies based on the type of financial services/product in focus. Reports reveal that 

access to basic payments and savings mechanism are quite supportive for the poor households 

while access to insurance products also impact positively on economic performances of the 

household and firms, but the access to micro credit from other cross country studies exhibit a rather 

mixed and inconsistent results (Bauchet, Marshal, Starita, Thomas and Yalouris, 2011; Roodman 

2011).  

 

With the changing proxies used to capture financial inclusion, researchers and policy makers are 

in search of appropriate variables that are good measures of financial inclusion activities or good 

channels through which the activities of financial inclusion can possibly affect the performance of 

the economy. These financial inclusion channels are conditioned by environmental factors (policy 

reforms) which tend to vary from one country to another due to the level of financial education 

and level of inclusiveness. There exists vast difference among authors as to what constitute the 
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dimensions and measures of financial inclusion. So, there is the controversy with regard to variable 

choices by previous studies. The literature on financial inclusion reveals the lack of consensus and 

comprehensive variable(s) that can be used to measure the extent of financial inclusion exactly 

across economies. Generally, diverse indicators are being used to capture or measure financial 

inclusion in the world. General variables for general measurement of financial inclusion include- 

number of deposited accounts per 1,000 population and number of credit accounts per 1,000 

population. Specific variables for specific measurement of financial inclusion include- depth: 

Accessibility has been measured by the penetration of the banking system denoted by the number 

of bank account per 1,000 population and Availability: Availability has been measured by the 

number of bank branches and number of ATMs per 100,000 people. These variables only help to 

ease the payment system and may not validly capture financial penetration effect of financial 

inclusion.  

 

Unlike previous studies, this study is classical and structurally different from that of other reviewed 

works. First, financial inclusion in this study is measured using both the general and specific 

variables in terms of the number of pension account per head, insurance policy per head, bank 

credit account per head, bank deposit account per head and outstanding share per head (the ratio 

of market capitalization per head) and micro finance bank account per head. All these ratios and 

the ratio of economic performance, which is Gross Domestic Product per head, are used in this 

study. Other past studies do not use all of these variables. So, we try to fill this gap in literature by 

utilizing these variables which we consider as robust measures of financial inclusion covering the 

pension, insurance, banking and capital market sub-sectors of the Nigeria financial market. These 

differences in the dimension of financial inclusion and their short run influence on output in the 

Nigeria economy constitute a research burden worthy of investigation. There also exists vast 

difference among authors or controversy concerning the differences in the nature of the impact of 

financial inclusion on the performance of the various economies given the variety in the type of 

financial service/product in view.  

 

These varying results are the worry of the researcher. They create the motivation to resolve this 

controversy. From the foregoing there appear to be mixed results from existing studies thereby 

making generalization on the inter-relationship between financial inclusion and economic growth 

difficult. Moreover, in the cited studies, robust empirical analysis is scarce on economic extremes 

involving Less Developed Countries (LDCs) unlike the case of capitalist advance economies. 

Similarly, no study extends to Nigeria as an LDC to analyze the dynamic effects of financial 

inclusion on the performance of the economy. This presents an opportunity to add to existing body 

of literature by focusing on Nigeria using more recent data make up. Our study exists to fill this 

identified empirical vacuum using most recent data. 

 

The objective of this study therefore is to investigate the short run dynamic relationship between 

Financial Inclusion indicators-total market capitalization per head, number of insurance policies 

per head, number of Pension accounts per head, number of micro-finance bank accounts per head, 

number of deposit money bank account per head and output per head in Nigeria. Put differently, 

this paper examines the nature and magnitude of the impact of financial inclusion indicators on 

output growth in Nigeria, in the short run. The utility of this exercise lies in the fact that the volume 

of output is a function of the financial inclusion measures in Nigeria. We theorize this against the 
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backdrop of recent poor performance of the Nigeria economy, blamed on low level of financial 

inclusion. 

 

The finding of this study will be very significant in helping the government formulate appropriate 

policies, assisting investors take quality investment decision and boost financial intermediation 

through fund mobilization into the formal financial system and building an all-inclusive economy 

financially. It will also enhance researchers understanding of the relationship between the 

correlates in the Nigerian economy. The remaining of this paper is segmented into four sections. 

Section two presents the conceptual/ theoretical underpinning and the review of related literature 

while section three discusses the research methodology. The presentation of empirical results and 

analysis are housed in section four while section five presents the concluding remarks. 

 

2.0 Literature Review 

 

2.1The Concept and Development of Financial Inclusion 
Financial inclusion was independently conceived by Muhammad Yunus following the establishing 

of universally famous Grameen Bank about four decades ago. The dream was to integrate 

financially disadvantaged section of the vast population into mainstream active customers for all 

financial products. The objective if well achieved has a long effect of drastic drop in urban and 

rural poverty. Since the evolution of this idea, it has become topical in finance literatures and 

within the industry. The extent to which inclusion is practiced varies on the basis of time and 

realization of the potential impact. For instance, an adopted version of Grameen Bank lending 

model was test-run in 1999 among countries like Tanzania in Africa, China, Bolivia and India to 

widen financial institutions outreach in the interest of large unbanked economic agents. From the 

early insignificant notices of the works of Yunus, it is currently a necessary practice which requires 

a commitment to action plan. 

 

At presently, over 50 countries support inclusion and are in the process of developing national 

financial inclusion (NFIS) strategy. It is therefore a fact that inclusion could be harnessed for 

millennium development goals actualization by the world in honor of vision 2020 of the United 

Nations. The World Bank leads the way in partnering with interested countries of the world to 

supply and assist in creating a knowledge base NFIS strategy using it available expertise to capture 

key element required to define national scope of country-specific NFIS and their reasonable 

implementation.  

 

Nigeria has always acknowledged individuals lacking banking, insurance, pension services and 

have responded by devising viable institutional strategies seen in the development of defunct 

community banks in the past and founding of reigning micro finance banks to drive the agenda. 

The broad objective is to grow the economy by spreading financial opportunities to everyone 

irrespective of location and economic status. The necessity of inclusion took a new dimension in 

recent times with increased awareness on the importance of designing improved financial 

service/products to market and service economic agents at efficient cost. Abiola, Folasade and 

Alexander (2015) asserted that the government of Nigeria and other developing countries have 

made financial inclusion a priority. This is achievable but subject to full blown minimization on 

the level of exclusion. Financial exclusion is the direct opposite of inclusion. It is a deliberate 

action on the part of the institutions in the financial system to carve out broad range of potential 
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customers as part of priority market subject to corporate criteria. Also there is an aspect of 

involuntary self-exclusion part of the population due partly to lack of interest or economic 

limitation from the use of available financial services.  

 

The demography of excluded adult from a survey on Enhancing Financial Innovation and Access 

conducted on Nigeria as at 2008, points that an average of 53% of adults are on the list of financial 

exclusion. This is in line with the definition of financial exclusion given by the European Union 

(2008) which define financial exclusion as a process whereby people encounter difficulties 

accessing and using financial services and products in the mainstream financial markets that are 

appropriate to their needs and enable them to lead a normal social life in the society to which they 

belong. The adverse impact of exclusion is mitigated by embracing inclusion. In Scotland for 

instance, among the bad effects of exclusion include over-indebtedness, unemployment and 

poverty (Kodan and Chhikara, 2013).  

 

Financial inclusion gained public attention with the official recognition of the concept seven years 

ago. In 2011 the country approved of the development of a strategy of inclusion under the Alliance 

for Financial Inclusion Maya Strategy (NFIS) to ensure a decline on adult financial exclusion rate 

from initial height of 46.3% to moderate amount of 20% by the year 2020 (Johannes and Yang, 

2016).Financial inclusion is the permanent access of adults to a range of financial products and 

services offered through formal and sustainable financial institutions, governed by appropriate 

regulation, diverse, affordable and tailored to the needs of the population; used by the population 

in order to contribute to the improvement of its socio-economic life (World Bank, 2012). Similarly, 

it is predominantly for all working age adults and the very ease of delivery of financial products 

to the convenience of users that suitably meet diverse needs. Financial inclusion fills the needs of 

financial services request of persons and organizations, public and private agencies who desires to 

make rational decisions in economic life. 

 

 Nigeria can achieve and reap the benefits of inclusion if only it can sustain its support and continue 

to create climate of easy access to wide range of formal financial services for its population. In 

Sub-Saharan states the need to develop and catch up with the rest of the world is a tough national 

policy. However, the fundamental strategy is identification of sources of limiting factor conditions 

in the economy and conclusively overcome them. The greatest of all constraints to development is 

scarcity of financial products available to millions of Nigeria. However, it is observed that, on 

gender basis, the high female population gives low contribution to national development.  

 

According to the United Nations Population Fund (UNFPA, 2012), the female population in 

Nigeria constitutes 80.2 million, representing 49 per cent of the 170 million entire population. It 

is estimated that almost 54 million of the female population in Nigeria are rural dwellers and 

comprise 60-79 per cent of the rural work force.  In terms of income, available evidence shows 

that for every dollar a man earns in Nigeria, a woman makes 60 cents, 20 cents less than the world’s 

average. Women make up only 14 per cent of entrepreneurs in manufacturing and services in the 

formal sector, ranking Nigeria amongst the lowest in Africa, with Ghana and Botswana having the 

highest; and only 12 per cent of full time employees in manufacturing. Although the percentage of 

women in the informal financial sector is higher (at 29%) than the formal sector, but they still 

constitute a minority of entrepreneurs in the sector.  
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In the formal sector, women are concentrated in retail, garments and services sectors where 

revenue and value-addition tend to be lower, and also in the informal sector, where wages, benefits 

and conditions are typically lower (CBN, 2015). The low impact of women in the poor countries’ 

economies is a demonstration of educational backwardness as it is the case in Nigeria and worse 

still, there are low opportunities to low price financing. There is every possibility that to grow 

Nigeria on simple basis of controlling large count of competitive finance firms readily equipped 

to pre-emptively respond to consumer needs through development of commercially effective 

services within reasonable time, in a substantial amount to satisfy needs. 

 

From the same report, Nigeria’s size does not translate into finance related services leadership in 

the local African scene, as a mid-range player and second to rival South Africa it is yet to achieve 

sophistication on financial operations. Inclusion in South Africa is part of government project and 

leads in the implementation of G-20 leaders pledge to be committed to improving access to 

financial services for the poor. In September 2009 member countries in the group inaugurated the 

creation of Financial Inclusion Experts Group with the task of supporting innovative modes of 

financial service delivery capable of trickling to the poor and activating model of small and 

medium scale enterprise financing. In the Sub-Saharan front line, South Africa rallied the public 

and private sectors to design products and interventions that serve as access point to extend 

conventional banking and other financial services to vast majority yet to be included in 

banking/finance business. The Mzansi accounts have neither monthly fee nor minimum balance 

(Bankable Frontier Associates and Fin-Mark Trust, 2009). In East Africa, Hannig and Jansen 

(2010) reveals Kenya’s pioneering of the process of financial inclusion through promotion of 

mobile phone payment solutions. Telecom giant Safaricom attracts about 7.9 million subscribers 

to short message serviced transfer scheme, the impact is positive on users of the communication 

product and help include more adults in the financial system.  

 

2.1.1 National Financial Inclusion Strategy Targets 2020 

Financial innovation and access survey revealed that about 53.0% of adults in Nigeria were 

excluded from formal financial services but in pursuit of financial inclusion as a vehicle for 

economic growth and development, the exclusion rate reduced from 53.0% in 2008 and according 

to National Financial Strategy, Nigeria targets having 70 per cent of its adult population to engage 

in formal financial services sector and 10 percent included in the informal sector (NFIS, 2018). 

The implementation of the strategy commences with (i) signing of an MoU in 2018 between the 

Central Bank of Nigeria and the Nigerian Communications Commission on digital payment 

systems. (ii) collaborative efforts between the CBN and Nigeria Inter-Bank Settlement System 

(NIBSS) to create a regulatory sandbox for innovative financial services and (iii) partnership 

between the Committee of Bank CEOs and the private sector to inaugurate a 500,000-agent 

networks nationwide (NFIS, 2018).  

 

National Financial inclusion strategy was initiated on 23rd October 2012 with the aim of reducing 

the exclusion rate to 20% in 2020. The national strategy is further strengthened by the Maya 

Declaration which originates commitments by member countries within the Alliance for Financial 

inclusion (AFI). Across economies most of the commitment focus on collaborating with the 

Central Bank to halve the financial exclusion rate of women from 27 per cent to 13 per cent 

between the periods of 2017—2025 in Cambodia. Argentina commits to review regulatory 

framework to foster financial inclusion. Since the launch of the Maya Declaration eight years ago, 
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AFI members have consistently made commitments in six thematic areas: Consumer 

Empowerment and Market Conduct (CEMC), Financial Inclusion Data (FID), Digital Financial 

Services (DFS), National Financial Inclusion Strategy (NFIS), Global Standards Proportionality 

(GSP) and SME Finance (SMEF) (AFI, 2018). The strategy is expected to increase adult Nigerians 

access to payment services from 21.6% in 2010 to 70% in 2020, while access to savings is to 

increase from 24.0% to 60%; bank credit from 2% to 40%, Insurance services from 1% to 40% 

and pensions from 5% to 40% within the same time frame.  

 

The National Financial inclusion strategy is intended to improve the channels for financial service 

delivery with deposit money bank branches to increase from 6.8 units per 100,000 adults in 2010 

to 7.6 units per 100,000 adults in 2020, microfinance bank branches to increase from 2.9 units to 

5.5 units, ATMs from 11.8 units to 203.6 units, POS from 13.3 units to 850 units, mobile agents 

from 0 to 62 units, all per 100,000 adults between 2010 and 2020. These targeted projections were 

based on bench marking exercise carried out with peer countries, with critical consideration of 

growth factors in the Nigerian economic environment. 

 

2.1.2 Digital Finance and Financial Inclusion  
 

Digital finance and financial services (DFS) has been internationally regarded as an adequate 

means of providing opportunities to promote financial inclusion through reduction of cost of 

providing these services (Asian Development Bank, 2016). The utilization of computerized money 

related administration had become essential of late among numerous individual who have 

practically zero past involvement with formal financial services (Villasernor, Darrel and Levis, 

2015). The expansion of digital payment platform has therefore offered the opportunity to link 

poor people with providers of savings, credit and insurance products (Radchiffe and Voorchies, 

2012). As such across the world, digital financial services play a vital role in offering many low-

income people access to financial services and providing alternatives to bank branches or other 

physical financial access points like ATMs. Consequently, functional agent network is imperative 

for extending financial services to the unbanked (NFIS, 2018). 

Digital financial services (DFS) generally refer to the far-reaching technologies available to 

perform financial services from a widespread range of providers to an extensive category of 

recipients. This is made possible by the use of digital remote means including e-money, Mobile 

money, card payments and electronic transfers (Asian Development Bank, 2016).It is thus a 

method of banking in which bank’s customers’ conduct banking transactions electronically 

through internet, transfer funds through an exchange of electronic signals rather than physical cash 

with withdrawals, cheques or paper documents (Ogbonna, 2019). 

 Computerized financial services (DFS) are basically about sparing cash,  getting credit, protecting 

and performing exchanges through advanced channels like cell telephone, card, PCs, tablets 

(Martin, et al., 2016). Digital financial products allow users to access funds from far-flung business 

people, relatives and friends even during crisis, reducing the likelihood that they will fall into 

poverty. Accordingly, it addresses particular unending difficulties in the chain particularly those 

difficulties that are money related, especially where the conventional bank is not completely 

tending to client request.  
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Theoretically, financial innovation is a critical motivating force of the financial system, which 

leads to better economic competence and enhance economic advantage. The application of 

innovations promotes growth of financial entities through improved allocation, efficiency and a 

reduction of financial administration costs (Selchar, 2013). Achieving financial inclusion 

therefore, requires bridging the gap between cash and digital payments (Dayadhar, 2015) through 

which the poor households accumulate sums of cash to invest in their micro enterprises and to 

maintain precautionary cash to ensure that unexpected shocks are contained. In addition, once 

customers are connected to a digital payment system they are able to transfer money instantly and 

cheaply to friends, family and business 

In order therefore to close the existing gab between the disenfranchise segment of the society, 

women, youth, rural dwellers and on-board the country’s 36.6 million excluded population 

requires that the monetary authorities create the enabling environment for adoption and usage of 

digital financial services, proliferate agent network as alternative channels for delivering various 

forms of financial service, harmonize existing Know Your Customer requirements for bank 

account and mobile money wallets, accelerate the pursuance of the country’s national identity 

management programmes, create enabling environment that enhances mutual business cases for 

both provider and users of financial services and promotion of cashless/ electronic channels in the 

delivery of Government to Person and Person to Government transactions/ payments (CBN, 2018). 

Mckinsey Global Institute (2016) reported that digital financial services could improve financial 

inclusiveness by adding 1.6 billion unbanked people to the formal financial system, create 95 

million jobs and increase the Gross Domestic product of developing countries by 3.7 Trillion 

Dollar. Emefiele (2017) disclosed that digital financial services (DFS) has the potential to add 

about 446 million Nigeria into the formal financial system, create 3million jobs, boost Gross 

Domestic Product by 12.4%, provide opportunity for access to credit to small and medium 

enterprise of about 4.6 million Naira. He argued that agencies of government stood to gain 

immensely by digitizing cash payments which would in turn reduce leakage by as much as 2 billion 

dollars as a result of transparency in financial transactions. 

2.1.3 Link Between Financial Inclusion and Economic Growth 
 

A major objective of financial sector development and inclusion is to promote efficient delivery 

of a variety of financial product/services through the financial intermediation role of banks and 

non-bank financial institutions based on the assumption that well developed, inclusive and efficient 

financial markets offer a platform for effective mobilization and allocation of financial resources 

thereby facilitating the attainment of enhanced economic growth. However, opinions differ on the 

relationship between financial inclusion and economic growth. While one group argues that 

financial inclusion can promote economic growth by raising the level of savings, improving 

allocative efficiency of financial resources and promoting capital accumulation and investment 

(see for example, Driscoll, 2004; Anad and Subrahmanyam, 2008; Arauyo and Minetti, 2007), 

another group however argues that the relationship between financial inclusion and economic 

growth is rather passive in nature as the financial sector merely serves as a channel through which 

government monetary policy transmit it shocks to the real economy (Benston and Smith, 1975) 

and contracts are implemented (Holmstom and Tirole, 1998).  

 

The relationship between finance and the real sector can be traced to Smith (1776) who argues that 

real growth in an economy is driven by activities of the financial system (financial inclusion) 



Journal of Finance and Economic Research, Vol. 4, No. 1, 2019. www.absudbfjournals.com.  

 

ISSN: 2251-015X 161 
 

because increased production and specialization is facilitated by enhanced resource (credit) 

acquisition and allocation offered by the financial system. Bagehot (1873) posits that the 19th 

century industrial revolution in Europe was propelled by the financial system which mobilized 

funds in unusually ‘big form’ for industry. Corroborating the views of Smith (1776); Bagehot 

(1873) and Schumpeter (1912) opined that technological innovation (a requirement for 

productivity growth) is facilitated by the financial sector through efficient resource mobilization 

and allocation. Schumpeter posits that a developed and inclusive financial sector is absolutely 

necessary if entrepreneurs are to successfully engage in a process of innovation because translating 

innovative thinking (ingenuity) into real product or output has cost implications which may not be 

covered by entrepreneurs themselves. He argued that an efficient and inclusive financial system is 

able to identify and fund entrepreneurs who have the greatest chances of successfully transforming 

innovative ideas into marketable products through innovative production processes. Beside the 

above scenario, the risk associated with entrepreneurship and businesses as well as the loss of the 

ability to earn income due to old age are managed by Insurance Companies and Pension Fund 

Administrators through insurance policies and pension schemes. 

 

An interesting observation from the above review is that there have been diverse results of research 

on the relationship between finance and real sector development as there are researchers on the 

area, as such, there is still controversy as to the nature, extent and even the direction of the influence 

of financial inclusion on the performance of the Nigeria economy. However, the relationship 

between specific financial inclusion outlets and economic growth are discussed as follows: 

 

(a) Bank Financial Inclusion and Economic Growth 
 

Schumpeter (1912) sees the banking sector as an engine of economic growth via its funding of 

productive investment. According to Adelakun (2010), banks are significant to the economy due 

to the fact that they influence the economic level in two major ways; by expansion and contraction 

of loans and investment. Similarly, Onayemi (2013) recognized banks as agents of economic 

growth because they invest directly in the economy (e.g. by buying the shares of other companies) 

and also grant loans to others for investment and acquisition of securities. Kanu (2004) opined that 

banks add to the economy by mobilizing savings from the surplus unit of the economy and making 

these funds available to the deficit unit of the economy. By doing so, investments are being 

financed by banks. The savings mobilized by banks are used by the deficit economic unit for 

investment purposes which enhances capital accumulation, expands output and invariably leads to 

economic growth. These can only be possible if a large portion of the population own bank account 

which make them included in the banking sector. 

 

Similarly, an effective and efficient banking sector inclusion can lead to enhancement in the 

allocation of resources within an economy via improving the mobilization of resources from 

economic units with surplus funds and facilitating the transfer of those resources from actual savers 

to those economic units with an investment or whose demands that are in excess of their own 

savings, thus, creating wealth in the economy (Adelakun, 2010). The value of this process is that 

the resources of an economy are better utilized, leading to a higher level of real output and income. 

As noted by Kanu (2004), the effective functioning of the banking sector leads to a higher average 

returns on investment resulting in higher savings rate, yielding more liquidity to the financial sector 

which can contribute to profitable investments. This will ultimately increase the growth rate of the 

economy. 
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(b) Pension Fund Administration and Economic Growth  
 

With reference to Ugwoke and Ogoebunam (2013), a functioning pension scheme helps to spread 

the cost of benefits evenly over time, thus removing the unpredictable changes in economic 

fortunes. Pension assets from a global perspective have rapidly grown over the past decades (Ime 

and Mfon, 2014). According to Meng and Pfau (2010), the growth is possibly due to the structural 

pension reforms since 1980s and that of 2003. Following these development, pension assets have 

increased to a large extent all over the world (BIS, 2007), thus contributing largely to capital 

accumulation. Pension fund markets in Organizations for Economic Co-operation and 

Development (OECD) countries have witnessed visible increase in pension assets.  

 

Assessing the contribution of pension assets to the GDP in OECD countries, Australia came first 

in 2010 pension assets accounting for 105% of GDP followed by that of Malaysia and Singapore. 

Average pension assets to GDP ratio growth in the 10 year period was 19.9% in 2001 and 29.9% 

in 2010 (Ime and Mfon, 2014). Ime and Mfon (2014) stated that the financing of publicly mandated 

pension schemes can affect aggregate savings and capital accumulation, both of which can 

influence economic growth. They further emphasized that the accumulated assets of pension funds 

are a major source of aggregate saving and can effortlessly turn up to 100% of GDP and more. 

Meng and Pfau (2010) studied the linkage between pension assets and capital market indicators 

across 32 countries. They established that pension assets have a positive impact on the stock market 

in terms of liquidity and depth. This invariably will improve the well-being of the economy. 

 

Holzman (1997) suggested that the creation of a fully funded, privately managed pension system 

may increase the process of financial market inclusion and development, thereby enhancing 

growth, generating, income and welfare. He also stated that national savings are generally claimed 

to be positively influenced by deepening or inclusion of the financial market induced by pension 

reform. Gunu and Tsado (2012) stated that contributory pension schemes (CPS) ensures that 

saving habit is imbibed by the workers which leads to the accumulation of capital that is needed 

for economic growth. In addition, since pension savings is on long term basis, it becomes very 

useful as a macro-economic tool for national growth and development by making money circulate 

for long term investments. 

 

(c) Capital Market and Economic Growth 

The capital market is expected to speed up economic growth by providing a boost to domestic 

savings and raising the quantity and the quality of investment. The stock market is meant to 

encourage savings by providing individuals with an additional financial instrument that may better 

meet their liquidity needs and risk preferences. The market also opens an avenue for growing 

companies to increase capital at lower cost. In addition, companies in countries with developed 

stock market are less dependent on bank financing, which can decrease the risk of a credit crisis. 

The capital market therefore is able to positively influence economic growth through providing 

means for firm financing and promoting savings among individuals (Iganiga, 2010).  

 

Capital market gives access to a variety of financial instruments that enable economic agents to 

pool, price and exchange (Okoli, 2012). This is very important for government and other 

institutions in need of long term funds and for suppliers of long term funds. Companies can finance 
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their operation by raising funds via issuing equity (ownership) or debenture/bond borrowed as 

securities. Equity have perpetual life whereas debenture /bond issues are structured to mature in 

periods of years varying from medium to long-term of usually between five and twenty--five years. 

Based on the performance of capital market in accelerating economic growth, government usually 

tends to have enthusiastic interest in its performance. The concern is for constant confidence in the 

market and for a strong investor’s protection arrangement.  

 

Economic growth is generally agreed to point to development in an economy, because it transforms 

a country from a five percent saver to a fifteen percent saver. Thus it is argued that for capital 

market to add or have an impact on the economic growth in Nigeria, it must operate competently. 

Most often, where the market operate efficiently, confidence will be built in the minds of the public 

and investors will be willing to part with their hard earned money and invest them in securities 

with the hope that in future they will recoup their investment (Wong and Zhou, 2011). Okoli (2012) 

posited that stock market capitalization is a function of the current market price of quoted equities 

and the size of their issued and paid up capital. It is seen as the most vital measure for assessing 

the size of capital market. It is thus calculated as share price multiplied by total number of shares 

outstanding divided by GDP. This ratio is used to determine stock market size. The idea behind 

this indicator is that the larger the market size, the higher the ability to mobilize capital and 

diversity risk. 

 

In terms of economic significant, the assumption is that market size and the capability to mobilize 

capital are positively correlated. Iganiga (2010) found that market capitalization is positively 

related to GDP at current cost. He asserted that market capitalization and the value of shares traded 

relative to the size of the economy are the channels through which African stock markets influence 

economic growth (GDP). However, the relationship between total market capitalization as a 

proportion of the population and Gross Domestic Product per capita growth or per capita income 

is our way of measuring capital market inclusion. 

 

(d) Insurance and Economic Growth 
 

Insurance companies indemnify the ones who suffer loss and steady the financial position of 

individuals and firms. With possibility of transfer of various kinds of risks to insurance companies, 

risk adverse economic units are more induced to get involved in more productive activities, buy 

goods and services, mostly those of higher values (Arena, 2008). In this way insurance maintains 

demand or consumption for goods and services which promote production and employment and 

finally promote economic growth. Firms exposed to various risks of their liability, property, illness 

and disability of their employees and life of key employees, have possibility of managing those 

risks by transfer them to insurance companies (Wadlamannati, 2008). This gives firms the ability 

to concentrate their attention and resources on their main business. Thus, they are more eager and 

capable to take real investments that result in higher rate of economic growth.  

 

In addition, entrepreneurs are encouraged to take not only those investments that encompassed 

present products and production processes, but also those that include technological improvement. 

Insurance plays key role in freeing entrepreneurial spirit (CEA, 2006). Therefore, insurance aids 

entrepreneurs to take innovative and higher-return projects. Without mechanism for mutualization, 

pooling and transferring of risk which insurance companies provide, part of the economic activities 

would not take place and the positive effects on social welfare would fail. In other words, by 
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creating an environment of greater security, insurance fosters investment and innovation or 

economic growth. On the flip side, by offering different life insurance products that combine risk 

protection and saving benefits, insurance companies promotes long-term savings (Arena, 2008) 

and enhanced financial intermediation. 

 

2.2Theoretical Underpinning 

 

2.2.1 Catalyst Theory 
The catalyst thesis emanated from the need to stimulate a fast rate of economic growth and from 

the understanding that expansion in output can be achieved speedily via the instrument of financial 

inclusion. There was the realization that inadequate access to finance is a major impediment to the 

establishment and growth of small independent and industrial enterprise. This theory considers 

financial inclusion as catalyst to economic growth and development through the window of 

efficient financial intermediation. The theory prescribed financial inclusion as a solution to the 

inadequate access to financial service/product/finance and a mechanism that could be used to 

stimulate fast rate of economic growth and industrial expansion. Financial inclusion which include 

development financial institutions play fundamental role by providing fund and investing in 

sustainable and profitable businesses in emerging markets and developing economies (Nwankwo, 

1980 and Adelakun, 2010);  

 

2.2.2 Theory of Financial Intermediation  

It is postulated that bank-based systems are better at mobilizing savings, identifying good 

investments, and exerting sound corporate control, especially during the early stages of economic 

development and in weak institutional environments such as Nigeria. The market-based view 

posits that markets provide key financial products/services that stimulate innovation and long run 

economic growth. Though, there are divergent theories on how financial structure affects 

economic growth, for our purpose, the financial services theory of financial intermediation is 

cardinal. 

 

2.3 Empirical Review  

Empirical studies examining the relationship between financial inclusion and economic growth 

have gained momentum in recent time. Otiwu, Okere, Uzowuru and Ozuzu (2018) established the 

relationship between financial inclusion and economic growth with particular reference to 

microfinance for the period 1992 to 2013.Using the method of Ordinary Least Square and Johansen 

co-integration tests, the study revealed that the activities of microfinance as one of the financial 

inclusion strategies does significantly contribute to Nigerian economic growth. Specifically, the 

authors conclude that total loans and advances of microfinance banks significantly contribute to 

economic growth, however, total deposits inversely affect economic growth. 

 

Abrahams (2017) conducts studies on financial inclusion in South Africa to test whether financial 

inclusion strategies of government of South Africa have achieved its objective. The study applied 

descriptive non-empirical approach to analyze multiple sources date from 2015 and 2016 

Brookings financial and Digital inclusion project reports, 2014 Global Findex survey; Financial 

Access Surveys; various national financial scope and, a number of World Bank working paper on 

financial inclusion. The analysis reveals that the country’s early adoption of initiatives on financial 

inclusion is reason for observable increase in financial inclusion from 61 percent observable 
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increase in 2004 to 89 percent in 2016. The study further concludes that South Africa is 1 percent 

distant from hitting a National Development plan goal of 90% financial inclusion by year 2020. 

 

Rehman, et al. (2017) investigated the emergence of financial inclusion in developing economics 

of China and Pakistan as a case study within the period of 2011 and 2014. The method of binary 

logistic regression was applied on data from the two countries. The study finds evidence of 

involuntary financial inclusion prevailing in the sample countries. However, Bank accounts by 

individual members of the population in Pakistan are quite low whereas individual proportion of 

formal account ownership and operation in China is greater than any country in the world.  

 

Okoye, Adetiloye and Erin (2017) investigated the effect of financial inclusion in economic growth 

and development in Nigeria for the period of 1986 to 2015 using the ordinary least square 

technique on data set of loan to deposit ratio, financial deepening indicators, loan to rural areas 

and branch network as the explanatory variables while growth in GDP and per capita income as 

proxy for economic growth and development. Their study shows that credit delivery to the private 

sector has not significantly supported economic growth in Nigeria and financial inclusion has 

promoted poverty alleviation in Nigeria through rural credit delivery. The study concluded that 

financial inclusion has not supported economic growth in Nigeria and recommended that the 

authorities should not only deepen financial inclusion effort through enhanced credit delivery to 

the private sector but should also strengthen the regulatory framework in order to ensure efficient 

and effective resources allocation and utilization. 

 

Olaniyi and Olaniyi (2017) in studying a multi-sectoral financial inclusion and economic growth 

output in Nigeria, used annual data of total commercial bank loans and advances, number of bank 

in Nigeria, gross domestic product (GDP) as well as sectoral GDP’s of agriculture, building and 

construction, industry, wholesale and services for the period of 1981 to 2013. They employed 

Johansen co integration and the granger causality test. Their results suggest that there is bi-

directional causality between financial inclusion and the aggregate economy. They further reported 

that financial usage has higher causal links with the economy and its sector than financial access 

and conclude that a responsible pursuit of financial inclusion in Nigeria will not only create access 

to fund, but most importantly the use of financial inclusion as a potent accelerator of economic 

progress can help realize the national objective of building shared prosperity and abolishing 

extreme poverty. They recommended increase in mainstream rural credit from banks and financial 

intermediaries in such a way as to increase coverage, broaden financial inclusion and stimulate 

output. 

In studying financial inclusion and economic growth using the VAR regression approach, Saab 

(2017) discovered that financial inclusion is of importance in the growth of the MENA region and 

conclude that there is bidirectional causality between credit cards and mobile accounts.Mathew 

and Kurian (2016) highlight the engendering of women’s access to credit through financial 

inclusion. The study basically collected printed data from article and book sources notably from 

government publication, Reserve bank of India and National Bank of Agriculture and Rural 

Development (NABARD). The analytical study indicates that women’s accessibility to credit has 

increased from 747 scores in 2007-08 to 24419.75 crores in 2014-15. 

 

Babajide, Adeboye and Omankhanlen (2015) in their study on financial inclusion and economic 

growth in Nigeria between 1981 and 2012, used commercial bank deposit as proxy for account 
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holders, number of banks branches and income inequalities as independent variables while GDP 

per worker which is the ratio of GDP to total labor force is use as the dependent variable. The 

ordinary least square regression model was employed using a set of secondary data obtained from 

world development indicators. They observed that financial inclusion is a significant determinant 

of the total factor of production as well as capital per worker which invariably determines the final 

level of output in the economy. The study concluded that a complete transition of up to 100% 

inclusiveness will lead to the achievement of about 374% growth potential in the economy while 

keeping political and socioeconomic factors constant. Their recommendation focus on the need to 

harness natural and economic resources as alternative means of revitalizing and diversifying 

Nigeria’s oil dependent mono-cultural economy. 

 

Musa (2015) in his study on the effect of cashless economy policy on financial inclusion in Nigeria: 

An explanatory study, used business models, awareness, value proposition and payment 

infrastructure as variables for cashless economy policy while a total of 230 respondents sample 

were used to measure financial inclusion. He employed the descriptive and basic statistical analysis 

using SPSS computer software and multiple linear regressions for the data analysis. He reported 

that awareness, value proposition and infrastructure were found to have strong significant 

relationship with financial inclusion while business models of financial service providers did not 

show any significant relationship with financial inclusion. The study concluded that current studies 

have validated the significant relationship between cashless economy and financial inclusion in a 

newer context (Nigeria). He further recommends that more factors should be incorporated to 

explain financial inclusion in Nigeria. 

 

Migap, Okwanya and Ojeka (2015) examined financial inclusion as a strategy for inclusive growth 

in Nigeria. The study compared Nigeria’s financial inclusion index with other emerging economies 

in the upper middle income strata. They observed that Nigeria’s financial inclusion indicator is 

still shallow compared to emerging economies both within and outside Africa. They suggested that 

active participation of media and educational institutions should be encouraged to promote 

financial literacy in Nigeria.Radhakumar and Bala (2013), in a study on financial inclusion as a 

means of bridging the rural-urban divide for balanced economic growth- demand perspective, 

employed the chi-square technique on a data set drawn from a total sample of 120 (60 users and 

60 non users) from four villages randomly selected within the jurisdiction of India state bank. Their 

findings indicate that the villagers expressed tremendous fulfilment over the government effort for 

taking the banking and other financial services to their village to improve the living standard. They 

concluded that many villagers are responding to the banking services offered in their villages due 

to their trust and faith in them rather than based on awareness about what is being done by the 

banks. The study recommends the creation of mini banks for getting all the banking products and 

services to the villages. 

 

There is a large body of literature on financial inclusion and a few have been reviewed above. 

However, it is obvious from the literature reviewed above that most of the researches were studies 

carried out in advanced countries and narrowly focused on the banking sub-sector, as such, not 

robust or sufficient to provide explanation as to issues relating to the short run dynamic impact of 

financial inclusion on output in Nigeria. Financial inclusion measures are not only captured by 

banks. It is well known that financial inclusion could be measured in terms of the operations of 

other financial markets and non-banking financial institutions especially the capital market, 



Journal of Finance and Economic Research, Vol. 4, No. 1, 2019. www.absudbfjournals.com.  

 

ISSN: 2251-015X 167 
 

insurance companies and pension fund administrators that are exposed to financial exclusion 

challenges. This study is an attempt to provide a robust explanation by including the banking, stock 

market, insurance and pension fund administrator’s measures of financial inclusion and their 

influence on output in the short run in a single study. 

 

3.0 Method of the Research 

This study used experimental research design with a blend of econometric procedure and adopts 

the random sampling technique to select five financial inclusion variables- market capitalization 

per head, insurance policy per head, pension account per head, micro-finance account per head, 

Deposit Money bank account per head and a single economic performance variable- Gross 

Domestic Product per head whose data are collected over a period of 1980 to 2018 on a yearly 

basis. The data on these variables are collected on annual basis from the Central Bank of Nigeria 

Statistical Bulletin over the period 1980 to 2018 making a total observation of 38. Statistically, 

this range is adequate since it is large enough for reliable prediction. 

Due to the trending nature of the series of these variables, we subject them to unit root test using 

Philip Peron (PP) technique. After, the verification and attestation of mixed integration 

characterizing these variables; they are transformed to order one and modeled using the linear 

ARDL framework. The approach ARDL is quoted on maximum lag length, determined by 

Schwarz Information Criterion (SIC). We obtain the estimation using the maximum likelihood and 

conduct Wald’s test to determine if level relationship exists among the variables. In addition, we 

evaluate a restricted ARDL model to estimate the parameters of the short run dynamics.  

 

Operationally, Gross Domestic Product (GDP) per head is conceptualized as the total monetary 

value of all goods and services produced in an economy over a defined period of time, say one 

year, divided by the population of the country. Market capitalization per head captures the 

aggregate valuation of the company based on the current share price and the total number of 

outstanding stocks divided by the population of the country. It is calculated by multiplying the 

current market price of the company’s share with the total outstanding shares of the company 

divided by the country’s population. Number of pension account per head measures the number of 

pension bank account divided by the population of Nigeria. Insurance policy per head refers to the 

total number of insurance policy divided by the population. Deposit money bank account per head 

is conceptualized as the total number of deposit money bank accounts divided by the 

population.Microfinance bank account per head is the total number of bank account opened by all 

microfinance banks in Nigeria. 

 

3.1 The Model  

The catalyst thesis posits that stimulation of fast rate of economic growth and expansion in output 

can be driven by the instruments of financial inclusion. The theory consider adequate access to 

finance as a major catalyst to economic growth and development through the window of efficient 

financial intermediation (Nwankwo, 1980 and Adelakun, 2010).Based on this postulation, we 

hypothesize that output growth is a positive function of the stimulating nature of the access to 

financial services/products or funds mobilized from the pension, insurance, banking and capital 

market sub-sectors of the Nigeria financial market. This is the theoretical foundation of our model 

in this study. 
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3.1.1 Output per Head-Inclusion Indicator Relationship 

   3.1                                                                                                               

 

The ARDL form can be given as: 

           3.2                                                          

 

Where oph is proxy for economic performance representing output per head, mph is market 

capitalization per head, iph is insurance policy per head, php is the pension account/fund per head, 

mfph micro finance account per head, dph is deposit money bank deposit/loan account per head, 

q is the lag length. 

 

3.2 Method of Data Analysis 

We start the data analyses by examining the character of the variables using descriptive statistics. 

Next is the Line-graph which brings out the peculiar features of the data series. We conduct a test 

of unit root using Philip-Peron (PP) Technique under the assumption of intercept and no trend. 

This is to test the stationarity of the data series. Thereafter, where the variables are mixed 

integrated, that is, integrated of the order I(0) and I(1) but not I(2), we adopt the Autoregressive 

Distributed Lag (ARDL) approach to co-integration. This non-linear dynamic framework relates 

these variables in the non-linear forms and captures the dynamic relationship between the 

variables. The ARDL approach captures Error Correction Mechanism (ECM) under ARDL and 

brings out the short run relationship between the variables. Our design is consummated by 

computing the short run analysis of the impact of the financial inclusion measures on output per 

head in Nigeria. 

 

 

 

 

4.0 Empirical Results and Discussion of Findings 
 

4.1. The Data 
 

The data set on the variables for this paper is presented on yearly basis in table 4.1 below. 
 

Table 4.1: Data set on Output Per Head, Insurance Policies Per Head   Micro Finance Bank 

Account Per Head, Market Capitalization Per Head, Pension Account Per Head, and Deposit 

Money Bank Account per Head    

Year  OPH IPH MFPH MPH PPH DPH 

1981 1,845.60 18,282.03 10.4 662.24048 176.8 141.4486 

1982 1,923.91 1,909.48 10.3 64.53870 192.0 155.1368 

1983 1,997.81 1,983.88 10.1 71.73215 197.3 175.4103 

1984 2,035.08 2,013.36 10.8 67.48653 219.1 193.0704 

1985 2,246.42 2,215.25 10.2 78.93481 222.7 210.4581 
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1986 2,308.63 2,248.64 10.3 79.23699 222.2 222.2 

1987 2.777.25 2,650.99 9.6 93.07433 235.9 262.0462 

1988 3,489.38 3,453.51 9.6 110.5580 243.0 321.3379 

1989 4,468.35 4,256.52 9.7  137.8651 249.7 292.5854 

1990 5,192.02 4,914.57 9.6 171.0927 256.0 171.09254 

1991 6,037.88 5,735.95 9.4 236.3744 261.8 536.2803 

1992 9,040.26 8,482.38 9.7 311.3101 267.3 748.8176 

1993 12,233.9 11,199.6 31.1 462.2345 272.4 1,074.85 

1994 16,788.7 15,621.0 44.5 629.2962 277.1 1,352.92 

1995 28,702.8 27,256.3 38.0 1,670.19 281.4 1,656.88 

1996 36,900.2 35,288.5 40.0 2,580.99 261.3 1,935.83 

1997 38,923.6 37,325.3 41.5 2483.20 334.1 2,377.03 

1998 41,286.4 39,149.3 55.7 2,256.29 356.2 2,700.53 

1999 45,943.9 44,802.0 74.6 2,514.10 420.1 3,991.98 

2000 57,724.9  57,614.7 98.2 3,860.17 503.5 5,738.40 

2001 65,632.6 62,002.0 39.9 5,280.42 622/2 7,549.48 

2002 89,389.5 83,675.3 120.2 5,944.82 662.6 8,993.09 

2003 102,726 95,225.7 217.4 10,299.9 941.6 10,133.1 

2004 133,862 124,187 252.3 15,602.7 1,043.0 12,271.5 

2005 166,417 153,787 596.4 20,872.8 1,461.9 14,654.5 

2006 212,989 208,800 386.7 35,907.4 2,156.5 22,754.8 

2007 236,830 226,649 516.0 90,028.4 2,919.7 34,159.1 

2008 265,746 253,797 816.5 63,605.8 3,812.2 52,945.2 

2009 281,482 267,438 981.9 45,535.9 3,798.3 59,261.1 

2010 344,387 325,891 1,074.2 62,544.6 3,689.1 61,701.6 

2011 387,622 366,098 723.7 63.086.5 3,813.3 70,315.4 

2012 432,472 411,681 1,131.5 88,470.9 4,054.8 78,495.6 

2013 471,456 448,091 1,384.2 111,025 4,180.1 80,122.9 

2014 510, 805 493,760 1,256.1 95,631.0 4, 296.6 97, 391.8 

2015 525,316 511, 495 1,898.0 93,847.2 4,404.9 95,1391 

2016 551,512 539, 656 1,754.0 87,024.9 4,505.5 96, 404.6 

2017 602,388 583, 963 2,106.7 83,877.1 4, 602.6 95,395.0 

2018 618,017 603, 596 2,322.8 80.069.9 4,694.5 94,974.1 

Source: CBN Annual Statistical Bulletin 

 

 

Table 4.1 presents approximate data point on each variable through 1981 to 2018. The data are 

presented on output per head, market capitalization per head, micro finance bank account per head, 

insurance policies per head, pension account per head, and deposit money bank account per head. 

The data are presented in both billions and ratio. In respect of these units of measurement, the 

descriptive statistics are calculated as displayed in table 4.2. 

 

4.2 Descriptive Statistic Results 

Table 4.2: Descriptive Statistic Results 
 

 OPH MPH MFPH IPH PPH DPH 
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 Mean  166339.9  28331.60  476.8654  159598.5  1608.135  26766.98 

 Median  51834.38  3220.580  65.13395  48708.32  461.7925  4865.187 

 Maximum  618017.1  111025.4  2322.758  603595.8  4694.507  97391.78 

 Minimum  1845.599  64.53870  9.385394  1828.029  176.7654  141.4486 

 Std. Dev.  204269.1  37819.29  675.4119  197601.3  1754.185  36293.01 

 Skewness  1.008058  0.911649  1.375786  1.034836  0.743409  1.008197 

 Kurtosis  2.534879  2.149289  3.699598  2.607598  1.740009  2.320811 

 Jarque-Bera  6.778344  6.409536  12.76260  7.026081  6.013824  7.167978 

 Probability  0.033737  0.040568  0.001693  0.029806  0.049444  0.027765 

 Sum  6320916.  1076601.  18120.88  6064742.  61109.13  1017145. 

Sum Sq. 

Dev. 

 1.54E+12  5.29E+10  16878706  1.44E+12  1.14E+08  4.87E+10 

Observations  38  38  38  38  38  38 

Source: Author’s Computation (2019) 

  

GPH, MPH, MFPH, IPH, PPH, DPH represents output per head, market capitalization per head, 

micro finance account per head, insurance policies per head, pension account per head, and 

deposit money bank account per head respectively. 

The total observation for each variable is 38; ranging from 1981 to 2018. The mean value of output 

per head, market capitalization per head, micro finance bank account per head, insurance policies 

per head, pension account per head, and deposit money bank account per head are 

166339.9, 28331.60, 476.8654, 159598.5, 1608.135 and 26766.98 respectively. This implies that 

all the variables have an increasing tendency during the sampling period. Within this sampling 

range, the maximum value for output per head, which is considered as a proxy for economic 

performance, is approximately 618,017 million naira. Looking at table 4.1, this value was realized 

in 2018, the maximum value of market capitalization per head was realized in 2013, micro finance 

bank account per head has a maximum value of 2322.758 which was realized in 2018, The 

maximum value of insurance policies per head is 4694.507 and it was realized in 2018, pension 

account per head has a maximum value of  603595.8 which was realized in 2018 and deposit 

money bank account per head has a maximum value of   97391.78 and was realized in 2014. Output 

per head has the largest range value from 618017.1 to 1845.599 with an associated standard value 

of 204269.1. This implies that output per head is the most volatile among the variables. Also, it 

can be observed that micro finance bank account per head has the lowest range value from 

9.385394 to 2322.758 with an associated standard deviation value of 675.4119. The implication 

of this is that micro finance bank account per head is the least volatile among the variable.  

 

Another critical description of the behaviour of these variables are the skewness and kurtosis 

values. The values for skewness are in all cases approximately larger than zero. This means that 

all the variables are positively skewed. The kurtosis scores reveal that the distribution pattern of 

all the variables do not exhibit excess kurtosis except micro finance bank account per head. This 

implies that there is no evidence of outlier except in a case of micro finance bank account per head. 

The JB statistics are in all respects different from zero, thereby rejecting the null hypothesis of 

normality. Thus, we confirm that none of these variables is normally distributed. However, accord 
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to CMT (Central Limit Theory), normality is not a problem with large sample size. We also use 

graphical method to describe the data on these variables using line graphs and boxplots 

respectively. They are presented in figures 4.1 to 4.6 below. 

 

Figure 4.1-Line Graphs on Output Per Head at Raw and in Log Transformation 

 
 

As shown in the table, on the left hand graph is output per head in the raw form, while the right 

hand graph is the log transformed output per head. The two graphs are quiet synonymous in their 

manner of movement. The particular feature to describe output per head as shown in the graphs is 

that output per head is random and locally trending without structural breaks. However, these 

features can be removed through differencing. 

 

 

 

 

 

 

 

 

 

 

 

0

100,000

200,000

300,000

400,000

500,000

600,000

700,000

1985 1990 1995 2000 2005 2010 2015

oph

3.0

3.5

4.0

4.5

5.0

5.5

6.0

1985 1990 1995 2000 2005 2010 2015

logoph



Journal of Finance and Economic Research, Vol. 4, No. 1, 2019. www.absudbfjournals.com.  

 

ISSN: 2251-015X 172 
 

 

Fig 4.2-Line Graphs on Insurance Policies Per Head at Raw and in Log Transformation 

 

The two graphs are quiet synonymous in their manner of movement. The particular feature to 

describe Insurance policies per head as shown in the graphs is that insurance policy per head is 

random and locally trending without structural breaks. However, these features can be removed 

through differencing. 

 

 

Fig 4.3-Line Graphs on Micro Finance Bank Account Per Head at Raw and in Log 

Transformation 

 

There is initial evidence from the graph of raw micro finance bank account per head that it rose 

gradually over the years, but in 2000 it fell and started rising again. The trend rise and fall 

intermittently over the years.  
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Fig 4.4: Line Graphs on Deposit Money Bank Account Per Head at Raw and in Log 

Transformation 

 

The graphs of deposit money bank account per head at raw and in log transformed form are 

synonymously the same. They both show symptom of reversibility and most likely unit root is 

absence because the series seems to be stationary both at raw and in the log form (good news).  

 

 

Fig 4.5: Line Graphs on Pension Account Per Head at Raw and in Log Transformation 

 

The graph of the raw and log transformation reveals that there is a steady increase in pension 

accounts per head since 1997 to date. This increase was synonymous in both graphs. 
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Fig 4.6: Box-Plot with respect to each Variable separately 

 

The box plots with respect to each of the variables- Output per head, market capitalization per 

head, micro finance bank account per head, insurance policies per head, pension account per head, 

and deposit money bank account per head are in shape. In each case, the upper whisker is 

apparently longer than the lower whisker, and the box is not resting at the middle. This means that 

none of the variables follows a normal distribution process. As we have said earlier based on CLT, 

this is not a problem since the number of observation is large. What can be considered as a problem 
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is the unit root. As such, we conducted a test of unit root using Philip-Peron (PP) Technique under 

the assumption of intercept and no trend. The results are summarized in table 4.3. 

 

Table 4.3: Test of Unit Root Based on PP Mechanism 

Variable                                PP-stat                                5% critical value        P-value 

LOGOPH   -0.840764   -2.943427  0.7955 

D(LOGOPH)   -3.229590   -2.945842  0.0263 

LOGIPH   -3.496097   -2.943427  0.0137 

LOGMPH   -1.997068   -3.536601  0.5837 

D(LOGMPH)   -4.403027   -3.540328  0.0066 

LOGMFPH   -9.054965   -3.536601  0.0000 

LOGPPH   -3.430950   -3.536601  0.0626 

LOGDPH   -1.951439   -3.536601  0.6077 

D(LOGDPH)   -3.408052   -2.945842  0.0172 

Source: E-Views output 

 

The variables in focus are output per head, market capitalization per head, micro finance bank 

account per head, insurance policies per head, pension account per head, and deposit money bank 

account per head respectively. 

 

As shown in the table 4.3 above, the 5 percent critical value in absolute term is approximately 

2.95. While the PP statistics in absolute terms for output per head, market capitalization per head 

and deposit money bank account per head at levels are about 0.84, 1.99 and 1.95 respectively but 

the PP statistic in absolute terms for output per head, market capitalization per head and deposit 

money bank account per head at first difference are -3.22, 4.40 and 3.40 respectively. This implies 

that these variables are not stationary at level but rather at first difference. Also, the micro finance 

bank account per head, insurance policies per head and pension account per head are stationary at 

level.  This reveals that our variables of interest are a combination of both I(0) and I(1) variables. 

This is the case of mixed integrations, hence the applicable method is the Autoregressive 

Distributed Lag (ARDL) and the short run dynamic test approach.  

 

4.3 Inferential Statistic Results 

The Autoregressive Distributed Lag (ARDL) and the Short Run dynamic approach are applied in 

this paper. It has long been discovered that within the purview of the short run situation, variables 

are not static rather dynamic because their present values depend on the previous values. Based on 

this stylized fact, the researchers attempt to investigate the short run dynamic relationship between 

the explanatory and explained variables of the model specified in this study. Therefore, tables 4.4 

report the results of the short run dynamics and the adjustment parameter. 
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4.3.1: Results of Short Run Dynamics and the Adjustment Parameter 

Table 4.4: Output Per Head Inclusion Indicator – Treated for Short Run Dynamic 

Relationship and Adjustment Parameter  

Variable  Coefficient  Std. Error  t- Statistic   Prob. 

D (LOGOPH (-1) 0.342578 0.148181 2.311884 0.0393 

D (LOGOPH (-2) 0.263713 0.126425 2.085921 0.0590 

D (LOGOPH (-3) 0.504903 0.121107 4.169052 0.0013 

D (LOGMPH) 0.035662 0.051669 0.690204 0.5032 

D (LOGMPH (-1) 0.104376 0.050428 2.069826 0.0607 

D (LOGMFPH) 0.095386 0.027115 3.517871 0.0042 

D (LOGMFPH (-1) -0.036192 0.028553 -1.267535 0.2290 

D (LOGMFPH) (-2) 0.095901 0.031751 3.020394 0.0107 

D (LOGINPH) -0.150932 0.135721 -1.112076 0.2879 

D (LOGINPH (-1) -0.063384 0.139777 -0.453464 0.6583 

D (LOGINPH (-2) -0.044496 0.157147 0.283148 0.7819 

D (LOGINPH  (-3) 0.647576 0.144821 4.471545 0.0008 

D (LOGDPH)       0.3440888 0.085015 4.047367 0.0016 

D (LOGDPH  (-1) -0.265910 0.110854 -2.398732 0.0336 

D (LOGDPH (-2) 0.050131 0.119075 0.421006 0.6812 

D (LOGINPH  (-3) -0.562359 0.124792 -4.506355 0.0007 

D (LOGPPH)       0.681766 0.109975 6.199283 0.0000 

D (LOGPPH (-1) -0.611871 0.136140 -4.494434 0.0005 

D (LOGPPH (-2) -0.178031 0.139407 -1.277060 0.2224 

D (LOGPPH (-3) -0.746539 0.147942 -5.046176 0.0002 

ECM -0.356688 0.064688 -5.513991 0.0001 

Source: E-Views Output 

 

Table 4.4 reveals the adjustment parameter of -0.35 with the probability value of 0 percent. This 

implies two basic relationships - 1 long run causality or influence runs from market capitalization 

per head, micro finance bank account per head, insurance policies per head, deposit money bank 

account per head and pension account per head to output per head, and the 35 percent 

disequilibrium is to be corrected within a year.  This suggests that 35 percent disequilibrium in 

economic performance is corrected/adjusted when market capitalization per head, micro finance 

bank account per head, insurance policies per head, deposit money bank account per head and 

pension account per head jointly changes by 1 percent. The coefficient of market capitalization per 

head at present value is positive and also at lag 1. This affirms that previous and present market 

capitalization per head has positive short run dynamic influence on output per head. This is 

arguably in conformity with the preposition that economic performance improves as a result of 

improvement in the performance of the capital market.  
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Remarkably, the coefficient of micro finance bank account per head at current value and lag 2 

values are positive and significant but negative at lag 1. This confirmed that the micro finance 

bank account per head at current value contribute significantly to the output per head while the 

previous value micro finance bank account per head showed a mixed effect on output per head. 

Insurance policy per head coefficient is negative both at current value and at lag 1 but positive at 

lag 2 and lag 3. This implies that the rate of development of insurance companies in Nigeria affect 

the economic performance negatively within the early years but shows strong positive impact in 

the later years of the fund investment. Deposit money bank account per head coefficient at current 

value and at lag two are positive but it has a negative value at lag 1 and 3. The result confirm that 

current development or innovations in the Nigerian deposit money banks will improve the 

economic performance in the short run.  Pension account per head coefficient at current value is 

positive and significant but it has negative values at lag 1, 2 and 3. The result confirms that current 

development or innovations in the Nigerian pension sub-sector of the financial system will 

improve the economic performance in the short run. 

 

4.4 Discussion of Findings 
The result of the dynamic short run relationship between financial inclusion and output variables 

and error correction model coefficient reveals that dynamic changes in the market capitalization 

per head, micro finance bank account per head, insurance policies per head and deposit money 

bank account per head and pension account per head to output per head could lead to positive 

change in the output per head in the economy. This implies that long run causality or influence 

runs from market capitalization per head, micro finance bank account per head, insurance policies 

per head and deposit money bank account per head and pension account per head to output per 

head, and 35 percent distortion or disequilibrium could be corrected within a year.  This suggests 

that 35 percent distortion or disequilibrium in economic performance is corrected/adjusted when 

market capitalization per head, micro finance bank account per head, insurance policies per head, 

pension account per head and deposit money bank account per head jointly changes by 1percent. 

 

The result affirms that previous market capitalization per head has positive short run dynamic 

influence on output per head. This is arguably in conformity with the preposition that economic 

performance improves as a result of improvement in the performance of the capital market. The 

short run result also implies that the micro finance bank account per head at current value 

contribute significantly to the output per head while the previous value micro finance bank account 

per head showed mixed effect on output per head. The finding implies that insurance penetration 

in Nigeria affect the economic performance negatively within the early years but shows strong 

positive impact in the later years of the fund investment. This is possibly because insurance funds 

are long term investment funds. The result also implies that current inclusion in the Nigerian 

pension sub-sector of the financial system will improve the economic performance in the short 

run. This is because pension could provide large quantum of investment funds. 

 

 

 

 



Journal of Finance and Economic Research, Vol. 4, No. 1, 2019. www.absudbfjournals.com.  

 

ISSN: 2251-015X 178 
 

 

4.5 Post Estimation Model 

4.5.1 Model Serial Correlation Test 

Breusch-Godfrey Serial Correlation LM Test:  

F-statistic 2.464103     Prob. F(2,10) 0.1349 

Obs*R-squared 11.22432     Prob. Chi-Square(2) 0.0037 
 

4.5.2: Model Heteroskedasticity Test: ARCH   

F-statistic 0.484145     Prob. F(1,31) 0.4917 

Obs*R-squared 0.507455     Prob. Chi-Square(1) 0.4762 

 

4.5.3 Normality Test (Note:Null says the residuals are normally distributed which is          

good) 

 

 

5.0 Concluding Remarks and Recommendations 
 

Investigating the short run dynamics that characterize the causation between financial inclusion 

and output growth revealed that short run causality or influence runs from market capitalization 

per head, micro finance bank account per head, insurance policies per head, deposit money bank 

account per head and pension account per head to output per head. Short run dynamics causation 

runs from financial inclusion indicators, that is, the amount of market capitalization per head, the 

number of micro finance bank account per head, the number of insurance policies per head 

purchased, number of deposit money bank account per head and the number pension account per 

head purchased to output per head through the window of improved savings mobilization, 

increased credit disbursement and rising investment. These combine to trigger output growth in 

the economy. 
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The speed of adjustment in the short run possible disequilibrium was examined. There is evidence 

that financial inclusion variables do not adjust faster to equilibrium with growth in output. It means 

that in the short run, disequilibrium between output growth and financial inclusion can be corrected 

and that 35 percent distortion or disequilibrium in output per head could be corrected/adjusted 

when market capitalization per head, micro finance bank account per head, insurance policies per 

head, pension account per head and deposit money bank account per head jointly changes by 

1percent within one year. 

 

After summarizing the findings and the results of this investigation with respect to the objectives 

of the study. We hereby conclude that empirically, increase in the short run penetration, 

participation or inclusion of Nigerians in the formal financial sector through increase in the amount 

or number of market capitalization per head, insurance policies per head, micro finance bank 

account per head, pension account per head, deposit money bank account per head could boost 

output per head in Nigeria in the short run. Therefore, a arise in the quantum ofmarket 

capitalization per head, an increase in the number of insurance policies purchased, a rise in the 

number of pension account opened, increase in the number of micro finance bank account and 

deposit money bank account per head could increase the country’s level of investment and raise 

the nation’s output level. 

 

In line with the findings of this study, we recommend that micro finance banks should embark on 

aggressive savings mobilization through account opening in the various commodity markets given 

that the traders are in possession of large quantum of cash that are not in the formal financial 

system. Also micro credit or loans for small business should be used for the target purpose. 
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