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Introduction 

he principle of financial inclusion has 

assumed greater level of importance in 

recent times due to its ‘perceived’ 

importance as an enhancer of economic growth 

and development. Giving access to the hundreds 

of millions of men and women (all over the world) 

who are presently excluded from financial 

services would provide the possibilities for the 

creation of a large depository of savings, 

investable funds, investment and, therefore, 

global wealth generation. In other words, 

accesses to financial services, that are well suited 

for low-income earners, promote enormous 

capital accumulation, credit creation and 

investment boom. Usually, the low-income 

earners constitute the largest proportion of the 

population and so, control enormous chunk of the 

economy's idle fund, albeit, held in small amounts 

in the hands of each of the several million 

members of this group. Harnessing and 

accumulating these resources provides a huge  
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source of cheap long-term 

investable capital (Akama & 

Adigun, 2013). 
Mehrotra and Yetman (2015) 

emphasised that access to 

financial services allows the 

poor to save money outside 

the house safety, and helps 

in mitigating the risks that 

the poor faces as a result of 

economic shocks. Hence, 

providing access to financial 

services is increasingly 

becoming an area of 

concern for every 

policymaker for the obvious 

reason that it has far 

reaching economic and 

social implications. Financial 

inclusion has therefore 

become an explicit strategy 

for accelerated economic 

growth and is considered to 

be critical for achieving 

inclusive growth in a 

country. 

This realization, in the recent 

past, was the major impetus 

for the adoption of policies 

and measures aimed at 

growing global financial 

inclusion as a means of 

promoting world economic 

prosperity. 

explanatory variables, which were 

Financial Deepening Index [expressed as 

Broad Money Supply to GDP(FDI)], 

Commercial Banks Deposit From Rural 

Areas (BDR), Commercial Bank Loans to 

Rural Areas (BLR) and Commercial Bank 

Loan to Deposit Ratio (LDR). The 

Ordinary Least Square (OLS) model was 

employed to analyse the data. The 

statistical estimation of the OLS showed 

that Financial Deepening Index 

[expressed as Broad Money Supply to 

GDP (FD1)] has a significant positive 

impact on the dependent variable 

(RGDP) while  Commercial Banks Deposit 

From Rural Areas (BDR), Commercial 

Bank Loans to Rural Areas (BLR) and 

loan to deposit ratio (LDR) have non-

significant positive impact on the 

dependent variable (RGDP). The study 

concluded that provision of banking 

services in the rural areas will contribute 

positively to the economic growth and 

development of Nigeria. The study, 

among others, recommended that rural 

bank branches should be enabled to 

provide incentives to depositors and 

savers so as to encourage deposits and 

positively improve economic growth 

and development. 
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Financial sector development makes two mutually reinforcing 

contributions to poverty reduction. This is through its impact in 

accelerating economic growth and direct benefits to the poor. In order 

to measure financial inclusion, the level of access to financial services has 

to be measured (Yorulmaz, 2016). Zulkhibri and Ghazal (2017) supported 

that many studies in economic development and poverty reduction 

suggest that financial inclusion matters. For instance, empirical evidence 

suggests that improved access to finance is not only pro-growth but 

reduces income inequality and poverty. Evidence shows that appropriate 

financial services can help improve household welfare and spur small 

enterprise activity (Yorulmaz 2016, Eton et al., 2019). There is also 

macroeconomic evidence to demonstrate that economies with deeper 

financial intermediation tend to grow faster and reduce income 

inequality. This lends credence to the importance of institutions in the 

process of financial intermediation (Kazeem, 2017). The goals of financial 

inclusion can be met largely by initiative of banking sector to cut across 

various strata of society, regions, gender and income and encourage the 

public to embrace banking habit (Akhil, 2016; Wokabi and Fatoki 2019). 

There is therefore the need to act swiftly and collaboratively in pursuit of 

financial inclusion objectives in Nigeria. Through financial inclusion more 

people will involve in the formal financial system by having more of the 

currency in circulation in the banking system, provision of more credit for 

productive purposes, and ultimately enhancing GDP growth. Economic 

growth is an objective of financial inclusion which includes political, 

economic and social inclusion (Nalini and Mariappan, 2012) as cited by 

Aina and Oluyombo (2014). 

The five-year strategy (2019-2024) plan of the Central Bank is ultimately 

to ensure that a 95 per cent financial inclusion rate is achieved by 2024. 

The introduction of the N50 charge would discourage more people from 

using mobile banking and thus defeat its purpose. If you want to retain 

your customers, you cannot afford to add such money. These 

developments have triggered very aggressive changes in the financial 

services industry, introducing significant dynamism into the industry's 

value chain - changing mode the production, delivery and consumption 

of financial products and services, the regulators that is the Central Bank 
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of  Nigeria (CBN) has been at the forefront of entrenching in the Nigerian 

banking industry through the implementation of the Nigerian 

Sustainable Banking Principles (NSBP), which has formally been adopted 

by the CBN and 33 banks, discount houses and Development Finance 

Institutions. 

According to Akhil (2016), financial inclusion is defined as delivery of 

financial services to the poor at affordable cost while El Said et al (2020) 

posit that Financial inclusion means access to, and use of, financial 

products and services by households or firms which is one of the main, 

albeit challenging priorities in Emerging Markets (EMs), and a key factor 

for financial development. Financial inclusion, development and 

economic growth are interwoven and interconnected. Zulkhibri and 

Ghazal (2017) reported that financial inclusion (FI), within the broader 

context of inclusive development, is viewed as an important means to 

tackle poverty and inequality and to address sustainable development 

goals (SDGs). Abbas and Atanda (2019) buttressed by suggesting that the 

strength of scholarly submissions lies in the fact that financial inclusion is 

in fact, very imperative for the growth process of any economy including 

Nigeria because as more individuals are brought or captured into the 

formal financial system, it will help ensure proper planning and decision 

making by policy makers. 

According to the Nigerian Financial Inclusion Strategy (NFIS 2018), 
financial inclusion is achieved when adult Nigerians have easy access to 
a broad range of formal financial services that meet their needs and are 
provided at an affordable cost. This definition includes the following 
elements: Ease of access to financial products and services; Use of a 
broad range of financial products and services; Financial products 
designed according to need; Financial services should be affordable even 
for low-income groups. Abbas and Atanda (2019) stated that a review of 
most scholarly submissions high-light the fact that the purpose of 
financial inclusion is to improve economic growth by increasing the 
economic wellbeing of people at the base of the pyramid and unbanked 
by availing them affordable financial services at a reasonable cost. 
 

Statement of the Research Problem  

In Nigeria, there are many reasons for the high rate of the unbanked and 

those lacking of access to financial services, especially among the rural 
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dwellers. These include, lack of infrastructural development, illiteracy, 

poverty and insecurity. The result of Enhancing financial innovation 

access (EFInA) access to financial services in Nigeria in 2012 survey 

showed that about 34.9 millions adults representing 39.7% of the adult 

populations were financially excluded. This means that only 28.6 million 

adults were banked, representing 32.5% of the adult’s population (EFInA, 

2013). 

Over the years, financial inclusion of rural dwellers and active poor 

suffered the needed attention from the financial institutions in Nigeria. 

Rural financial intermediation and small business financing are 

conspicuously missing on the priority of the conventional banks. As a 

result, the rural sector and the active poor remained heavily constrained 

by its small economic capacity due to inadequate financial consideration. 

Yet, the rural sector and active poor with its characteristic small business 

has the potential for capacity building and economic drive in any 

economy. Therefore, failure to recognize this as a challenge would 

amount to undermining the roles of the sector in economic growth. 

Essentially, this study aims at examining financial inclusion: implication 

for economic growth in Nigeria.  

 

Objectives of the Study  

This study generally examines financial inclusion: implications for 

economic growth and development. Specifically, the objectives of the 

study are stated as follows to: 

a. examine the effect of financial deepening index on economic 
growth in Nigeria; 

b. examine the effect of commercial banks deposit from rural areas 
on economic growth in Nigeria ;  

c. determine the effect of commercial banks loan to deposit ratio on 
economic growth in Nigeria;  

d. examine the impact of commercial bank loan to deposit ratio on 
economic growth  

 

Hypotheses of the Study  

Base on the objectives of the study with respect to financial inclusion: 

implications for economic growth and development the following null 
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hypotheses are generated with the implicit assumption of the existence 

of the alternative hypotheses. 

Ho1:  Financial deepening index has no significant impact on economic 

growth in Nigeria. 

H02:  Commercial banks deposit from rural areas has no significant effect 

on economic growth in Nigeria. 

H03:   Effect of commercial banks loan to deposit ratio has no significant 

impact on economic growth in Nigeria.  

H04:   Commercial bank loan to deposit ratio has no significant impact on 

economic growth in Nigeria. 

 

LITERATURE REVIEW 

Conceptual Review 

The concept of financial inclusion in literature has different definitions 

but they all seem to have similar information content and therefore tend 

to convey the same meaning. Aduda and Kalunda (2012) view financial 

inclusion as a process of making available an array of financial services, 

at a fair price and at the right place without any form of discrimination to 

all members of the society by the service provider. The Bank of India 

(2013) views financial inclusion as a way weaker group and low income 

earners have access to appropriate financial services at an affordable 

cost in a transparent and fair manner. World Bank (2014) defines financial 

inclusion as the way financially excluded and underserved people in a 

society have access to a range of available financial services without any 

discrimination. 

Hariharan and Marktanner (2012) conceptualize financial inclusion as a 

strategy aimed at increasing the number of people in the society who 

have access to formal financial services. Chibba (2009) conceives 

financial inclusion as a financial intervention strategy that is aimed at 

overcoming the market challenges that hinder the poor and 

underprivileged from having access to financial services. In the work of 

Sarma and Pias (2011) financial inclusion was explained as the provision 

of wide range of financial services such as savings, insurance services, 

credits, remittance and payment services. 
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Theoretical Framework  

The finance-growth theory Finance-Growth nexus believes that financial 

development creates a dynamic productive environment for growth 

through ‘supply leading’ or ‘demand-following’ effect. This theory also 

recognizes the lack of access to finance as a critical factor responsible for 

persistent income inequality as well as sluggish growth. Hence, access to 

a safe, easy and affordable source of finance is acknowledged as a pre-

condition for quickening growth and reducing income disparities and 

poverty which create equal opportunities, enables economically and 

socially excluded people to integrate better into the economy and 

actively contribute to the development and shield themselves against 

economic shocks. (Serrao, Sequeira, and Hans 2012).  

One of the major challenges facing Financial Inclusion in Nigeria is the 

very low financial literacy rate particularly among the rural dwellers 

making banking and other financial services challenging for the 

operators. In addition, information and telecommunication knowledge is 

still low in the country, making access to financial services difficult. 

Inadequacy and inappropriateness of awareness campaign sometimes 

inhibit the level understanding of financial transactions and the ability of 

the illiterate to take advantage of the possibilities in financial services. 

Critical to awareness is the difference in the language of the target 

population and the language of education and therefore reduces the 

effectiveness of communication. An uninformed population cannot 

effectively use financial services (Migap et al, 2015). 

 

Empirical Review 

Nwafor and Yomi (2018) studied the relationship between financial 

inclusion and economic growth in Nigeria. Two hypotheses were 

formulated, corresponding data (spanning from 2001 to 2016) were 

obtained and tested using two staged Least Squares Regression 

Method. Findings revealed that financial inclusion have significant 

impact on economic growth in Nigeria and that financial industry 

intermediation have not influenced financial inclusion within the period 

under review. It was recommended that Nigerian banks should develop 

financial products to reach the financially excluded regions of the 
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country as this will increase GDP per capital of Nigeria and consequently 

economic growth. 

Anyanwu, Ananwude and Nnoje, (2018) evaluated the effect of available 

microfinance banks’ products in rural communities via rent savings, child 

education, new born and daily savings account on women 

empowerment. A descriptive survey design was utilized to realize our 

objective. Two hundred (200) questionnaires were distributed to 

respondents, out of which one hundred and ninety (190) were fully 

completed and used for the analysis. The study recommended the 

creation of more women tailored products by microfinance banks. This 

will avail them the opportunity to choose from variety of products and 

services that specifically suit their needs. Furthermore, collateral for 

women to access finance from these microfinance banks should be 

community/socially based rather than individually based. 

Harley et al (2017) carried out an empirical study on the role of financial 

inclusion in economic growth and poverty reduction in a developing 

economy using panel data analysis ranges from 2006 to 2015within a log 

linear model specification framework. The methodology they applied to 

the study was extracted from the literatures they came across. From 

their regression result, the records of active ATMs, bank branches and 

government expenditures selected from three Africa countries were the 

most robust predictors for financial inclusion on poverty reduction in a 

developing economy. According to them, one percent increase on ratio 

of active ATM will leads to about 0.0082 percent increase in the gross 

domestic product and a reduction of poverty in developing economy. 

According to them an indicator shows that most of the ATMs in 

developing economies are outdated and thus required technological 

upgrade to have a significant impact in rural areas. Their coefficient of 

determination was very high as it showed that about 92 percent of the 

total variations in real growth rate of gross domestic product are 

explained by all the independent variables in the model. Consequently, 

the researchers recommended that Government should focus on 

poverty reduction through focus on infrastructural development that 

will enhance banking services. 
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Gretta (2017), in his work on Financial Inclusion and Growth studied the 

impact of financial inclusion on the growth of the economies in 

developing countries such as the Middle East and North Africa (MENA) 

and the BRICS region and tried to identify the various channels of 

transmission between financial literacy, financial intermediaries and 

growth. The study applied a VAR regression in order to quantify the 

relationship between financial inclusion in terms of financial activities, 

financial literacy and growth and to study its impact on the economic 

growth in the MENA region. His findings showed the importance of 

financial inclusion in the MENA and BRICS region. 

 

METHODOLOGY 

Method of Data Analysis  

This study used econometric tools in the analysis of the variables shown in 

the model specification. E-views package was used in the estimation 

process and results are presented in tables. The ordinary least square 

(OLS) method was employed to determine the relationship among 

the variables.  

 

Model Specification  

RGDP = f(FDI, BDR, BLR, LDR)…………………………………. ……(i) 

RGDP = β0 + β1FDI + β2BDR + β3BLR +  β4LDR + Ut………………...(ii) 

Where: 

RGDP = Real Gross Domestic Product 

FD1  = Financial Deepening Index expressed as Broad Money Supply to 

GDP 

BDR = Commercial Banks Deposit From Rural Areas 

BLR  = Commercial Bank Loans to Rural Areas 

LDR  = Commercial Bank Loan to Deposit Ratio 

 

DATA ANALYSIS  

The Ordinary Least Square (OLS) Analysis 

Dependent Variable: RGDP   

Method: Least Squares   

Date: 07/28/21   Time: 20:22   
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Sample: 1990 2019   

Included observations: 30   

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
C -14052.44 8225.770 -1.708343 0.1000 

FDI 3055.616 317.9421 9.610607 0.0000 

BDR 0.027276 0.016891 1.614828 0.1189 

BLR 0.005948 0.006652 0.894158 0.3798 

LDR 41.24498 108.2720 0.380939 0.7065 

R-squared 0.891654     Mean dependent var 40536.93 

Adjusted R-squared 0.874319     S.D. dependent var 19574.81 

S.E. of regression 6939.566     Akaike info criterion 20.67888 

Sum squared resid 1.20E+09     Schwarz criterion 20.91241 

Log likelihood -305.1832     Hannan-Quinn criter. 20.75359 

F-statistic 51.43576     Durbin-Watson stat 1.936860 

Prob(F-statistic) 0.000000    

     Source: e-view computer printout 

 

We observed from Table 1 that  Financial Deepening Index expressed as 

Broad Money Supply to GDP (FD1) has a significant positive impact on the 

dependent variable (RGDP) while  Commercial Banks Deposit From Rural 

Areas (BDR), Commercial Bank Loans to Rural Areas (BLR) and loan to 

deposit ratio (LDR) have non-significant positive impact on the 

dependent variable (RGDP). The R-squared (89.16%) and adjusted R-

squared (87.34%) show that variations in RGDP are significantly explained 

by the dependent variables. The Durbin Watson stat shows the absence 

of autocorrelation. The estimated F-statistic of 51.43 shows that the 

overall regression analysis is statistically significant.   

 

CONCLUSION AND RECOMMENDATIONS 

Conclusion  

The importance of financial inclusion is globally acknowledged due to its 

strategic role of bringing integrity and stability into financial systems as 

well as its role in fighting poverty in a sustainable manner. It is more 

germane in the case of Nigeria as a developing economy to use financial 
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inclusion as a basis solely not for growing the financial sector but more 

as an engine for driving an inclusive economy. Based on the findings of 

the study, the researcher therefore concludes that provision of banking 

services in the rural areas will contribute positively to the economic 

growth in Nigeria. 

 

Recommendations 

Rural bank branches should be enabled to provide incentives to 

depositors and savers so as to encourage deposits and positively 

improve economic growth. Banks are encouraged to maintain their 

commitment to sustainability in designing their business models to 

enable them to cope with disruptions and make a positive environmental 

and social impact in their quest to deliver value to their stakeholders. 

Banks and other financial institutions can only survive disruptive events 

if they fully embrace sustainability principles stressing that this had 

become even more critical during periods of significant disruptions such 

as the coronavirus pandemic (COVID-19) ravaging the world. 

The authorities in Nigeria should not only deepen financial inclusion 

efforts through enhanced credit delivery to the private sector but should 

also strengthen the regulatory framework in order to ensure efficient 

and effective resource allocation and utilization 
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