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ABSTRACT: Financial inclusion has been globally recognised as essential for capital accumulation, easy financial services 
accessibility, poverty alleviation as well as entrepreneurial and economic growth. As Nigerian government is making 
progress in the achievement of financial inclusion, many businesses seems to be springing up in the financial and other 
economic sectors with intention to tap from the growing access to official financial services. This paper aims at ascertaining 
the effect of financial inclusion (FI) on entrepreneurial growth (EG) in retail and wholesale sub-sectors in Nigeria using 
quarterly data from the World Bank’s World Development Indicators and the Central Bank of Nigeria. Data were analysed 
using correlation analysis and error correction approach. The results reveal that FI has a significant positive effect on EG 
particularly in the context of the retail and the wholesale sub-sectors contributions to gross domestic product (GDP). The 
results further indicate that account ownership (ACN) did not have significant influence on the growth rate of the retail and 
the wholesale sub-sectors, while commercial bank branches (CMB) was found to have significant influence on the growth 
rate of the retail and the wholesales sub-sectors. This implies that CMB is a critical FI channel with potentials of driving the 
EG particularly in the context of the retail and the wholesale sub-sectors contributions to GDP. We recommend that 
government should establish more CMB in all rural areas in Nigeria for easy access to official financial products by 
unbanked entrepreneurs. Also, FI stakeholders should deepen efforts in encouraging ACN through improving on financial 
literacy of the vast unbanked populace so that formal financial system through capital accumulation can serve the needs of 
entrepreneurs for effective growth and contributions to GDP. 
 
KEYWORDS: Capital accumulation, Entrepreneurial growth (EG), financial inclusion (FI), retail sub-sectors, wholesale 
sub-sector 
 
 

I. INTRODUCTION 
 

In recent times, FI has become a crucial economic strategy for the achievement of national economic growth and 
sustainability in both developed and developing economies. The positive effect of  FI on economic growth are mostly seen in 
developed countries such as United States, United Kingdom, Germany, China and Japan where FI rate is very high compared 
with developing economies like Nigeria where FI rate is very low [1]. The low rate of FI in Nigeria is buttressed by the result 
of a survey carried out by Enhancing Financial Innovation and Access (EFInA) in 2008 which revealed that more than half of 
the adult populations are excluded from financial services [2]. To handle the situation, Nigerian government established 
commercial and community banks thereby bringing financial services nearer to the vulnerable and unbanked citizens. 
Through the extension of the financial services, financial exclusion dropped from 53 per cent to 46.3 per cent by 2010. 
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Spurred by this development, the Central Bank of Nigeria (CBN) and major stakeholders initiated the National Financial 
Inclusion Strategy (NFIS) to reduce the exclusion rate to 20 per cent by 2020[2].  
 
Relatively, the FI rate achieved so far in Nigeria is expected to have effect on the entrepreneurial and economic growth rate 
which seems to be insignificant considering the dwindling economic activities in the country. This expectation is based on 
the general consensus that FI of the vulnerable and unbanked population in a country will lead to capital accumulation and 
business/economic growth. On the other hand, the effect of FI on EG in retail and wholesale sub-sectors in Nigeria has not 
received the desired empirical study. Also, the fewness of literature in this area leaves little to be desired since government, 
CBN, economic development experts, financial institutions and other stakeholders would find the research finding(s) 
extremely useful in making  economic decisions. Moreover, entrepreneurs who are the unit analysis of this study are the 
backbone of economic growth through their contribution to GDP, job creation and value added functions. It is against this 
background that this study aims at ascertaining the effect of FI on EG in retail and wholesale sub-sectors in Nigeria. Unlike 
most existing studies, which relied on micro level data, this paper exploits macro level data by using quarterly dataset for the 
period, 2010:Q1 – 2016:Q4 which were available. The data were obtained from the World Bank’s World Development 
Indicators and the Central bank of Nigeria. In this study, we utilized the retail and the wholesale sub-sectors contributions to 
GDP as a measure of entrepreneurial growth. 
 

II. LITERATURE REVIEW 
 

2.1 Overview of financial inclusion (FI) 
 
Financial inclusion is the process of extending financial products to the unbanked and vulnerable populace. This process 
enable the individuals and businesses to have access to financial services such as deposit, loans, insurance, payments and 
fund transfer at their convenience and to meet economic needs. In other words, it is the bringing home of financial services at 
an affordable cost to the disadvantage group in the society, especially the low-income and underprivileged. [3] 
 
Generally, FI is an essential means to an end and not an end in itself. It has been revealed to be a means to achieving financial 
services accessibility, capital accumulation, poverty alleviation, increasing savings and investments, greater financial stability 
as well as entrepreneurial and economic growth in both developed and developing countries[4] and [5] also pointed out the 
importance of FI by saying that it helps to alleviate enterprises’ growth constraints and increases their access to finance thus 
leveling the playing field between firms of different sizes. Specifically, FI connects and avail people the opportunity to 
interact with banks which yield social and economic benefits both to the individual and the nation. [6] also emphasized that 
access to a well-functioning financial system through creation of equal opportunities enables socially and economically 
excluded people to integrate into the economy and actively contribute to economic growth.  
 
2.2 Financial inclusion in Nigeria  
 
Prior to the recent efforts to increase the FI rate in Nigeria, the economy was largely cash based. This made the issue of 
financial exclusion a major economic challenge that attracted the attention of government over the past four decades [6] 
Amongst the major government policies which aimed at promoting FI was the establishment of commercial banks in rural 
areas of the country, interventionist financing arrangements, and building of institutions and frameworks that promotes FI.  
 
Recently, one of the essential and critical initiatives by the government is the incorporation of FI as one of the cardinal 
objectives of the Nigerian Financial System Strategy 2020 (FSS 2020). The FSS 2020 represents a total and strategic road 
map and framework for developing the Nigerian financial sector into a growth catalyst that will enable Nigeria be one of the 
20 largest economies by 2020 [6].The strategy identified six stakeholders (regarded as the suppliers in the value chain of FI) 
namely banking institutions, non-bank financial institutions, insurance companies, capital market players, pension institutions 
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and technology providers together with their regulatory bodies. The determination of the government to expand FI in Nigeria 
is clearly shown in the six initiatives adopted to strengthen the domestic financial market in which four initiatives directly 
addressed FI. The four initiatives are development of varied financial products, enhancement of payment processes, 
development of credit system and encouragement of a savings culture. The aim of the government initiatives is to achieve a 
state in which adults above the age of 18 have formal easy access to a broad range of financial products which are 
appropriate, provided at affordable cost and with dignity of the citizens.  

According to[2] the implementation of FI strategy has brought about a decline in financial exclusion in Nigeria, thereby 
improving FI rate over the past years. He reported that the 2018 survey of the Nigerian financial system carried out by EFInA 
recorded a major boost in FI rate when compared with previous years’ rate. The survey showed that the number of people 
who now have access to financial services has increased to 63.6 per cent while only 36.4 per cent are financially excluded 
compared with 46.3 per cent of exclusion in 2010. The indicators upon which the survey was conducted include banked 
population, savings, remittances, payments, loans and banking agents. According to the survey, digital payments increased 
tremendously. An increase from 5,000 monthly volumes in 2011 to 30 million in 2018 is made visible in the quantity of card 
transactions on POS as reported by the director of Nigeria Inter-Bank Settlement System. There has also been an increase in 
the quantity of installed POS terminals from 10,000 in 2011 to 200,000 in 2018 - an indication that the measures/initiatives 
put in place were productive. 

2.3 Financial inclusion (FI) and entrepreneurial growth (EG) 
 
Entrepreneurs are globally recognised as the engine of economic development and growth through their value added 
functions. According to [7] access to financial services offers entrepreneurs and real sector business owners the opportunity 
to grow their businesses, manage, mitigate risk, sustain and be able to absorb financial shocks. It also offers them the 
opportunity to make daily payments reliably, access credit conveniently, save cash for unforeseeable risks or future 
investment and also achieve insurance in a sustainable way. Moreover, availability of financial services fosters the 
achievement of economic functions such as contribution to GDP, utilization of unused raw materials and human resources, 
employment creation, meeting of local needs, stimulation of business competition and economic growth/sustainability [4];[8]. 
 
2.4 Retail and wholesale sub-sectors in Nigeria 
 
Retail refers to the sale of goods or services directly to the end-users in small quantity. According to [9] a retail store offers a 
wide range of necessity goods for household and daily living. In Nigeria, retail stores are mostly patronized by unbanked 
population and the industry controls a large percentage of the total trading sector. Based on research findings,[10] revealed 
that the unbanked population control about 70% of daily retail transaction resulting to the increasing number of informal 
financial operators whose activities are not regulated, and high volume of liquidity which could have been used to create 
economic opportunities if deposited in formal financial institution. The percentage distributions of retail sub-sector 
transactions in Nigeria are presented in table 1 below. 
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Table 1   Retail Transaction Analysis 
Source: Adopted from [10] 

The retail transaction analysis showed the financial exclusion level which the government FI strategy is greatly aiming to 
address.  

On the other hand, wholesale refers to the sale of goods or services in bulk directly to retailers and other outlets who are not 
the end users. Wholesalers deal on different kinds of product such as household, technology driven products/materials, 
telephone accessories, electrical and office materials. They engage in B2B sales (business to business sales). Wholesalers 
mostly create easy-to-pay-invoices that include customer purchase order (PO) numbers or billing codes, list of goods and 
prices as well as payment terms [11]. However, access to financial services such as online fund transfer, bank credit and 
insurance among others occasioned by FI target has simplified finance and payment processes which made growth in 
wholesale business easier.  

2.5 Theoretical review  
 

According to [12] the relationship between finance and real activity can be traced to Smith (1776) who argued that the real 
growth in an economy is driven by the activities of the financial sector based on the fact that increased production and 
specialization are facilitated by enhanced credit resource acquisition offered by the financial system. [12] also pointed out 
that Schumpeter (1912) avers that technological innovation (a prerequisite for productivity growth) is facilitated by financial 
sector through efficient resource accumulation, mobilization and allocation. In other words, financial sector is vital for a 
successful entrepreneurial engagement in technological innovation because translating innovative thinking into real output 
has cost implications which may not be covered by entrepreneurs themselves [13]. 
 
2.6 Empirical review  
 
In studying FI across Africa, [14] examined the use of financial services by small and medium enterprises (SME) in Africa 
compared with SME in other developing regions in terms of account ownership and availability of lines of credit. The study 
revealed that less than a quarter of adults in Africa have an account with a formal financial institution. Also, many adults in 
Africa use informal methods to save and borrow. Moreover, majority of SME in Africa are unbanked, and access to finance 
is a major business obstacle. Compared with other developing economies, high-growth SME in Africa are less likely to use 
formal financing which suggests that formal financial systems are not serving the needs of enterprises with growth 
opportunities.  
[15] examined the effect of FI on SME growth and economic development in Nigeria by looking into three dimensions – 
mobile banking, banking services and banking penetration. The research outcome showed that FI with the three dimensions 
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studied has a significant positive effect on the growth and development of SMEs in Nigeria. Using Partial least square 
program as data processing tool, [8] analyzed the success of SMEs that are mediated by FI of business players and the role of 
FI in increasing the success of SMEs in Indonesia. Questionnaires were distributed to 76 stone craftsmen. The study showed 
that human resources, finance, production, government policy, economic and the role of related institutions have significant 
positive effect on the success of SMEs of stone craftsmen in Magelang Regency, Indonesia.  

[16] studied the impact of FI on economic growth in Nigeria. In this study, they utilized secondary data which were sourced 
from world development indicators and used ordinary least square regression model for data analysis. The study showed that 
FI is a significant determinant of the total factors of production as well as capital per worker which invariably determines the 
final level of output in the economy. They also pointed out that FI generated savings which increased productive investments 
in local businesses.[17]studied the impact of FI on the micro, small and medium enterprises (MSMEs) performance in 
Nigeria. They used questionnaire to collect data from the respondents which were analyzed using Pearson Chi-square 
technique. The result showed that whereas FI positively and significantly impacts on the operations and growth of MSMEs, 
lack of nearness to the financial services access points and infrastructural deficiency challenged fast and effective access to 
financial services by MSMEs in Nigeria.  

[18] carried out empirical analysis of the impact of China’s inclusive financial inclusion development index on farmers’ 
entrepreneurship using static panel and dynamic panel estimation method. The result showed that there are certain differences 
in inclusive financial inclusion development level in various provinces in China. They pointed out that farmers’ 
entrepreneurship can be promoted by improving the inclusion development level of inclusive finance. [1] investigated the 
influence of FI on the growth of African economy using Nigeria as a case study. Extrapolated time series FI data from 
Nigeria covering the period of 1981 to 2013 were used for the analysis. The multiple regression models anchored on 
Ordinary Least Square technique was adopted in estimating the contributions of the variables. The results showed that FI has 
significant negative impact on the growth of Nigerian economy over the years. The researcher attributed the result to high 
level of financial exclusion of bankable adult citizens in Nigeria in particular and Africa in general. It was suggested that 
more inclusive financial system in Nigeria (and Africa) with focus on the rural populace should be embarked on especially in 
the developing economy.     

III. RESEARCH  METHODOLOGY 
 

This study analyzed the effect of FI on entrepreneurial growth in Nigeria using quarterly dataset for the period 2010:Q1-
2016:Q4 which were obtained from the Central Bank of Nigeria (CBN) Statistical Bulletin, 2018[19]. The data for the 
response variables are represented by growth rates of the retail and the wholesale sub-sectors contributions to GDP in 
Nigeria. The independent variables and proxies for FI comprise account ownership in a financial institution (ACN) or with a 
mobile-money-service provider (% of population ages 15 and above) and commercial bank branches (CMB) per 100,000 
adults which were collated from the World Bank’s World Development Indicators (WDI). [20] 
 
Data obtained is estimated using the error correction model (ECM) technique. The choice of the model is based on the fact 
that the variables under study attained stationarity at order one (i.e. I(1)). This entails that the series are integrated at the same 
other and are potentially cointegrated. The use of ECM will not only enable the ascertainment of the degree and magnitude of 
influence of FI on the response variables of interest, but will also guide in determining the speed of adjustment towards a 
long-run equilibrium relationship. 
 
3.1 Model specification 
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Two models where proposed for this study which analyzed the effect of FI on EG. FI is measured by the ACN and CMB 
while EG is measured by the growth rates of the retail sub-sector (RTGR) and the wholesale sub-sector (WSGR) 
contributions to GDP respectively. The baseline models for the study are expressed in the following form: 
 

                     

                    
Where:  
 
RTGR = Growth rate of Retail Sub-sector 
WSGR = Growth rate of Wholesale Sub-sector 
ACN   =Account ownership in a financial institution (% of population ages 15+) 
CMB   = Commercial bank branches (per 100,000 adults) 
ε = Error term 
β0 = intercept 
β1- β2 = coefficient of the independent variables 
 
 
 

IV.  RESULTS/ FINDINGS  
 
4.1 Descriptive statistics 
 

Table 2. Descriptive Summary 

 
Summary statistics in table 2 reveals that on average about 37.50% of the Nigerian population aged 15 and above owned 
account in a financial institution or with a mobile-money-service provider. Also, there was approximately an average of 6 
bank branches per 100,000 adults. Whereas the maximum bank branches per 100,000 adults was approximately 7, the 
maximum percentage of population (15+) who operated an account in a financial institution was 44.75% within the coverage 
period. We further observed that quarterly contributions of the retail and the wholesale sub-sectors to GDP grew at an 
average rate of 1.31% and 1.29% respectively. 
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Fig.1. Graphical Description of Variable proxies 
 
 
 
4.2 Stationarity test 

 
Table 3 Unit Root Test Results (Augmented Dickey-Fuller Test 

Equation with trends and Intercept) 

 
 

Results of the unit root test in table 3 reveals that the variables attained stationary at same order of integration. All the series 
are stationary after first difference (or order one). Based on the outcome, we employ the Error Correction Model technique to 
analyze our models. 
 
4.3 Correlation analysis  

Table 4. Correlation analysis results 
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The correlation analysis explains the nature of association among our respective variables of interest. The result reveals that 
commercial bank branches (CMB) were negatively associated with account ownership (ACN). This may entail that bank 
branches per 100,000 adult population may not have translated into dragging unbanked population aged 15 and above into 
the financial system. The result further indicates that growth rate of the retail sub-sector (RTGR) and growth rate of 
wholesale sub-sector (WSGR) were negatively related to account ownership (ACN) in a financial institution, but were both 
found to be positively associated with commercial bank branches (CMB). 
 
4.4 Regression estimates based on the error correction model (ECM) 

 
Regression result in table 5 below shows that account ownership (ACN) had negative and non-significant influence on 
growth rate of the retail sub-sector while commercial bank branches (CMB) exerted positive and significant effect on the 
growth rate of the retail sub-sector (RTGR). We observed that when ACN increased by one-unit, RTGR decreased by 44.96 
units whereas one-unit change in CMB was associated with 166.75 units increase in RTGR. The result further reveals that 
our regressors jointly have significant influence on RTGR as indicated by the p-value of F-statistic - 0.0000<0.05. Moreover, 
the coefficient of determination (or R-Squared) reveals that the independent variables accounted for about 79% of the 
variations in RTGR while the remaining 21% can be attributed to other variables not included in our model. The error 
correction term (or speed of adjustment) is rightly signed and significant. This entails that deviations from long-run 
equilibrium path was being corrected at the speed of 92.14% on annual basis. 
 
Table 6 below presents the regression estimate of FI and the wholesale sub-sector growth. Similar to table 5, the result 
reveals that account ownership (ACN) had negative and non-significant effect on the growth rate of the wholesale sub-sector 
(WSGR) while commercial bank branches (CMB) was found to have positive and significant influence on the growth rate of 
the wholesale sub-sector (WSGR). It can be observed that one-unit increase in ACN led to about 41.50 units decline in 
WSGR. On the other hand, one-unit increase in CMB brought about 159.92 units increases in WSGR. The coefficient of 
determination shows that the independent variables explained about 78.95% of the variations in WSGR. The error correction 
dynamics reveals that errors or deviations from long-run equilibrium relationship were corrected at the speed of 92.49% 
annually. The overall regression was found to be significant as indicated by the p-value of F-statistic (0.000000<0.05). 
 
The regression results did not contradict the correlation results in table 3 where we observed that both the growth rate of the 
retail (RTGR) and the growth rate of the wholesale sub-sectors (WSGR) had strong positive association with commercial 
bank branches (CMB).  
 

Table 5 Regression Estimate (ECM Results): Financial inclusion  
andretail sub-sector growth (equation 1) 
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Table 6 Regression estimate (ECM Results): Financial inclusion 

andwholesale sub-sector growth (equation 2) 

 
 
4.5 Diagnostic Tests 

 
The validity of models used in this study is confirmed in figures 2 and 3 below where the recursive estimate based on the 
cumulative sum (CUSUM) test shows that the respective models are well-specified and therefore, do not have any 
specification errors. The result shows that the blue line lies perfectly between the upper and lower bound red lines. It also 
confirmed that variables included in the models are normally distributed as shown in the Histogram normality tests in figures 
4 and 5 below with p-values (0.58>0.05) and (0.56>0.05) greater that the 5% significant level.  
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V. DISCUSSIONS AND CONCLUSIONS 
 

The correlation analysis explains the nature of association among our respective variables of interest. The result reveals that 
CMB were negatively associated with ACN. This may entail that bank branches per 100,000 adult population may not have 
translated into dragging unbanked population aged 15 and above into the financial system. The result further indicates that 
the RTGR and the WSGR were negatively related to ACN, but both were found to be positively related to CMB. The 
established outcome between ACN and RTGR as well as ACN and WSGR suggests that ACN have not translated into EG in 
Nigeria particularly in the context of the retail and the wholesale sub-sectors contributions to GDP. On the other hand, the 
established outcome between CMB and RTGR as well as CMB and WSGR suggests that CMB have translated into EG in 
Nigeria, particularly in the context of the retail and the wholesale sub-sectors contributions to GDP.   
 
Similarly, from the dynamic regression estimate carried out, the study reveals that ACN did not have significant influence on 
RTGR while CMB were found to have significant influence on the RTGR. This result did not differ relatively in the case of 
the wholesale sub-sector where the study showed that while ACN appear to have insignificant effect on the WSGR, CMB 
had significant positive effect on the WSGR. These regression results did not contradict the correlation results where we 
observed that both RTGR and the WSGR had strong positive association with CMB per cluster. This entails that CMB is a 
critical FI channel with potentials of driving the EG, particularly in the context of the retail and the wholesale sub-sectors 
contributions to GDP. This finding is consistent with an earlier study carried out by Salman, Ayo-Oyebiyi and Emenike 
(2015) which found that mobile banking, banking services and banking penetration has significant positive effect on the 
growth and development of SMEs in Nigeria. Also, this finding supports the perspective of [16] that whereas FI positively 
and significantly impacts the operations and growth of SMEs, lack of nearness to the financial services access points can 
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adversely affect the fast and effective access to financial services by SMEs in Nigeria. In other words, nearness of CMB has 
significant positive effect on entrepreneurial growth in Nigeria. There is, however, no evidence that ACN is relatively 
effective in generating as much impact on the EG particularly in the context of the retail and the wholesale sub-sectors 
contributions to GDP within the coverage period. This research outcome brought to light the consequence of the research 
finding of  [14]  which revealed that less than a quarter of adults in Africa have an account with a formal financial institution. 
Also, that many adults in Africa use informal methods to save and borrow which has the implication of hindering capital 
accumulation, finance, entrepreneurial and economic growth. 

In conclusion, FI has a positive effect on entrepreneurial growth particularly in the context of the retail and the wholesale 
sub-sectors contributions to GDP. Though CAN is an aspect of FI, it has relatively less effect on EG compared with CMB 
which has significant positive effect on EG particularly in the context of the retail and the wholesale sub-sectors contributions 
to GDP within the coverage period. Therefore, CMB is a crucial FI channel for effective EG in Nigeria.  

VI. LIMITATIONS AND DIRECTION FOR FUTURE RESEARCH 
 

This paper focused on the effect of FI on EG in retail and wholesale sub-sectors in Nigeria using ACN and CMB as financial 
inclusion dimensions. For further studies, we suggest that the effect of FI on other economic sectors such as manufacturing, 
agriculture, forestry and services be studied in other to access the effect of inclusive finance on the growth rate of the sector’s 
contributions to GDP for effective economic decision making.    
 
VII. RECOMMENDATIONS 

 
Based on the findings of the study, we recommend that government should establish more CMB to all rural areas in Nigeria 
for easy access to official financial services by the unbanked entrepreneurs. Also, FI stakeholders should deepen efforts in 
encouraging ACN through improving on financial literacy of the vast unbanked populace so that formal financial system 
through capital accumulation can serve the needs of entrepreneurs for effective growth and contributions to GDP.  
 
VIII. Practical implications 
CMB is a critical FI channel with potentials of driving EG particularly in the context of the retail and the wholesale sub-
sectors contributions to GDP. 
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