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Abstract

The relationship between financial development and economic growth is well established in the
finance-growth literature, which is predicated on the existence of a well-functioning financial
system that underscores the complementarity between financial institutions and financial markets.
Financial inclusion, defined as the participation of individuals in the formal financial system, is a
critical component of financial development and, by extension, the finance-growth nexus. In many
developing countries, financial exclusion remains a significant challenge, with a substantial
proportion of the population lacking access to formal financial services. However, the advent of
mobile money, which achieved notable success in Kenya following its introduction in 2007, has
provided a considerable boost to financial inclusion across the Sub-Saharan African (SSA) region,
home to the largest concentration of low-income countries globally. Empirical evidence indicates
that mobile money has enhanced financial inclusion by expanding access to financial services,
thereby contributing to financial development through improved resource mobilization, increased
savings, and broader participation in the financial sector. Notably, SSA continues to lead globally

in mobile money adoption and usage.

This thesis examines the role of mobile money, an important driver of financial inclusion, in
shaping the finance-growth nexus in Sub-Saharan Africa (SSA). It employs a broad measure of
financial development that incorporates mobile money, financial institutions, and financial
markets. The study contributes to the literature by providing empirical evidence from 17 SSA
countries, selected based on data availability, covering the period from 2015 to 2022, a timeframe
during which mobile money was widely adopted across the region. To gain deeper insights into
the impact of enhanced financial inclusion on the finance-growth relationship in developing
economies, Kenya and Uganda, two of the leading adopters of mobile money, are analyzed as case
studies. While financial inclusion has gained increasing recognition, existing research on the
finance-growth nexus in Kenya and Uganda often relies on a single proxy of financial
development, typically bank credit to the private sector, thereby overlooking the broader dynamics

of a more inclusive financial system.



The study constructs a broad-based financial development index encompassing mobile money
services, financial institutions, and financial markets, measured across the dimensions of depth,
access, and efficiency, to offer new evidence on the finance-growth nexus in Sub-Saharan Africa
(SSA), with a particular focus on Kenya and Uganda. As a robustness check, the study employs
Svirydzenka’s (2016) multidimensional financial development indeX, which has been widely
adopted in recent empirical literature. The Kenyan case study utilizes annual data spanning the
period 1980 to 2022, while the Ugandan analysis covers the years 1982 to 2022. To investigate the
relationship between financial development and economic growth, the study applies Granger
causality tests and a formal growth model. The direction of causality is examined through Granger
causality tests based on a Vector Autoregressive (VAR) framework. Furthermore, the analysis
incorporates the system Generalized Method of Moments (GMM) panel estimator, along with the
Johansen and Juselius (1990) cointegration approach and the Vector Error Correction Model

(VECM), to address potential endogeneity concerns inherent in the finance-growth relationship.

The Granger causality test results for Sub-Saharan Africa (SSA) and Uganda reveal a
unidirectional causality running from real GDP per capita to financial development. This finding
lends empirical support to Patrick’s (1966) supply-leading hypothesis, which posits that economic
growth can be stimulated by the deliberate development of financial institutions and markets. In
contrast, the results for Kenya are consistent with the demand-following hypothesis, also proposed
by Patrick (1966), which argues that financial development occurs as a response to increasing
demand generated by economic growth. These divergent patterns suggest that policy prescriptions
should be context-specific: in the case of Uganda, strategies aimed at enhancing financial
development may serve as a catalyst for economic growth, whereas in Kenya, promoting economic

expansion may be a more effective means of fostering financial sector development.

The findings based on the growth model, utilizing an overall Mobile Money Index, constructed
from six mobile money indicators (i.e., the value of mobile money transactions as a percentage of
GDP; number of mobile money transactions per 1,000 adults; number of registered mobile money

agent outlets per 100,000 adults; number of agent outlets per 1,000 km?2; mobile cellular



subscriptions per 100 people; and number of registered mobile money accounts per 1,000 adults),
indicate that financial inclusion positively influences the finance-growth nexus in Kenya and
Uganda. However, when the analysis is disaggregated by individual mobile money indicators, the
results for Sub-Saharan Africa (SSA), Kenya, and Uganda also reveal negative effects of mobile

money on economic growth.

This apparent contradiction suggests that, despite notable improvements, financial inclusion
remains relatively low in these regions. These results are consistent with prior studies which have
shown that financial development may exert a negative effect on economic growth at early stages
of financial inclusion. Moreover, the findings highlight several challenges and potential risks
associated with mobile money, as identified in existing literature. These include issues related to
integrity, privacy, and security; limitations in infrastructure and resources; insufficient alignment
of stakeholder incentives; low levels of financial literacy; and the entry of unsophisticated
borrowers into the financial system. Thus, this study underscores an important policy implication:
while mobile money is a critical tool for advancing financial inclusion, it does not inherently lead
to positive economic outcomes. Its benefits can only be fully realized when accompanied by
appropriate institutional frameworks, regulatory safeguards, and targeted policy interventions that

address its associated risks
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Chapter 1

Introduction

The questions “What causes economic growth?”” and “What accounts for differences in economic
growth across countries?” remain central in empirical economic research due to their critical
implications for human development. Among the various factors explored, the role of financial
development has been a subject of extensive inquiry since the 19th century. However, the
2008/2009 global financial crisis sparked renewed interest in this relationship, particularly with
respect to the importance of a “well-functioning financial system” (Khan, 2000; Levine, 2005;
Mishkin, 2009; Law & Singh, 2014). This study aligns with that line of inquiry by examining
financial inclusion as a core component of a well-functioning financial system. According to
finance-growth theory, a well-functioning financial system, comprising both financial institutions
and markets, contributes to economic growth by performing five key functions: (i) producing ex
ante information about potential investments and allocating capital accordingly; (ii) monitoring
investments and exerting corporate governance; (iii) facilitating the diversification and
management of risk; (iv) mobilizing and pooling savings; and (v) enabling the exchange of goods
and services (Levine, 2005). Financial development, therefore, is conceptualized as the
enhancement of these critical functions. Technological advancements have significantly expanded
the reach of financial services, thereby enhancing financial inclusion. The growing emphasis on
financial inclusion within the finance-growth literature stems from increasing recognition of its
role in promoting economic and social development, especially for marginalized populations that
historically lack access to formal financial services (World Bank, 2013). Against this backdrop,
this study seeks to investigate the question: Does financial development promote economic

growth, and does financial inclusion, proxied by mobile money, contribute to this relationship?

Empirical research on the finance-growth nexus has traditionally employed measures of size or
financial depth as proxies for financial development, particularly in the context of financial
institutions. Common indicators include bank credit to the private sector and various monetary

aggregates, such as the ratio of narrow money to GDP, broad money to GDP, or the difference



between broad and narrow money as a percentage of GDP (King & Levine, 1993; Levine, 2005;
Valickova et al., 2015). In the case of financial markets, stock market capitalization (as a measure
of depth) and stock market turnover (as a proxy for liquidity and efficiency) have been widely used
to capture financial development (King & Levine, 1993; Levine, 2005). However, beyond these
traditional size-based indicators, it is increasingly recognized that financial development must also
encompass participation in the financial system, that is, financial inclusion. This dimension reflects
financial system penetration, which includes both the distribution and reach of financial
institutions and their branches, as well as the number and characteristics of their users. In this
regard, financial inclusion addresses questions of access and usage, offering a more holistic view

of how financial systems support economic activity.

Broadly defined, financial inclusion refers to "the easy availability of all banking services at an
affordable cost, within a reasonable time and adequate quantity, to all needy people and in
appropriate forms." In narrower terms, it is defined as "the easy access of all people to the
minimum basic financial services" (Anand & Chhikara, 2013, p. 103). Goldsmith (1975)
emphasized the importance of financial penetration, arguing that this information is a crucial
complement to size-based measures, without which the interpretation of aggregate financial
indicators may be misleading (Goldsmith, 1975, p. 223). Until recently, empirical studies have
primarily focused on financial depth as the main proxy for financial development, often neglecting
the equally important dimensions of access and participation embodied in financial inclusion. This
gap is increasingly being addressed as the limitations of size-based proxies become more apparent

in assessing the true effectiveness and inclusivity of financial systems.

Prior to the 2008/2009 global financial crisis, empirical findings on the finance-growth nexus were
largely inconclusive, with studies reporting either positive or negative effects depending on the
specific proxy used for financial development, the sample of countries analyzed, or the estimation
techniques employed. However, in the aftermath of the crisis, there has been a growing consensus
that the relationship between financial development and economic growth is more complex than
previously understood (Carré & L’oeillet, 2018). Recent empirical evidence increasingly supports

the view that this relationship is non-linear, exhibiting asymmetric or non-uniform effects of



financial development on growth (Law & Singh, 2014; Arcand et al., 2015; Samargandi et al.,
2015; Demetriades & Rousseau, 2016; Boukraine, 2020).

Several studies have identified financial inclusion as a key factor underlying this non-linearity.
Chami and Yousefi (2013), Barajas et al. (2013), and Haini (2021) suggest that the level of
financial access helps explain the differing effects of financial development across contexts.
Specifically, Haini (2021) finds that financial development tends to have a negative impact on
economic growth at low levels of financial inclusion, but a positive impact when financial access
is more widespread. Moreover, the non-linear nature of the finance-growth relationship has also
been attributed to risks inherent in bank-based financial development. These include the
misallocation of credit to households instead of productive enterprises, speculative investor
behavior during credit booms, systemic vulnerabilities due to increased interconnectedness within
the financial system, and the participation of non-risk-averse or financially unsophisticated actors
(Carré & L’oeillet, 2018). With this understanding of non-linearity in the finance-growth
relationship, the role of financial inclusion as both a determinant of and a moderating factor, has
underscored the importance of considering not just the depth of financial systems, but also their

accessibility and inclusiveness.

Over the past two decades, Sub-Saharan Africa (SSA) has experienced a significant improvement
in financial inclusion. This progress is reflected in the increased number and geographic
distribution of various types of financial institutions, their branches, and clientele. Notably, the
composition of financial service users has shifted to include individuals who were previously
excluded from the formal financial system (World Bank, 2013). A central driver of this
transformation has been the innovation of mobile money, which has played a pivotal role in
expanding access to financial services across the region (Mas & Radcliffe, 2010; Suri et al., 2012;
Suri, 2017; Chhabra & Das, 2019; Ahmad et al., 2020; Kouladoum et al., 2022). Kenya, a pioneer
in mobile money adoption, achieved remarkable success following the introduction of M-Pesa in
2007, a development that inspired the uptake of similar mobile money platforms across several

developing countries. Despite global adoption, SSA remains the leading user of mobile money



services (Chhabra & Das, 2019). The high prevalence of mobile phone ownership in the region
catalyzed this financial innovation, enabling individuals to use mobile devices to store monetary
value and conduct secure financial transactions (Hughes & Lonie, 2007; Suri & Jack, 2016). As a
result, mobile money has substantially enhanced financial inclusion among previously
marginalized groups, particularly the poor and rural populations in SSA (Andrianaivo & Kpodar,
2011; Demirgic-Kunt & Klapper, 2012; IMF, 2019). However, despite the transformational
impact of mobile money in a region characterized by a high proportion of financially excluded
individuals and a concentration of low-income countries, its role in the finance-growth nexus has
received limited attention in empirical research. This study therefore seeks to fill this gap by
examining the contribution of financial inclusion, proxied by mobile money usage, to economic
growth within the SSA context.

In the context of empirical analysis, recent studies on the finance-growth nexus have increasingly
adopted broad-based indices to measure financial development. This shift reflects the recognition
that finance is a multi-dimensional and evolving concept, which cannot be accurately captured by
a single indicator. While banks continue to dominate the financial landscape, the number and role
of non-bank financial institutions, such as insurance companies and microfinance institutions, have
expanded significantly in both developed and developing economies. Furthermore, financial
markets are playing an increasingly important role in mobilizing, diversifying, and allocating
savings across firms and individuals (Svirydzenka, 2016; Carré & L’oeillet, 2018; Ehigiamusoe &
Samsurijan, 2021). In response to these complexities, several recent studies (Aluko et al., 2020;
Aluko & Ibrahim, 2020; Boukraine, 2020; Haini, 2021, inter alia) have employed the Financial
Development Index (FDI) developed by Svirydzenka (2016). This index is comprehensive and
multi-dimensional, combining three key dimensions: access, depth, and efficiency, across both
financial institutions and financial markets. The access dimension captures financial penetration
and the availability of financial services; depth reflects the usage of these services; and efficiency
measures the cost-effectiveness and productivity of the financial system. Svirydzenka’s (2016)
Financial Development Index has been widely used in cross-country empirical studies examining

the relationship between financial development and economic growth, including in both advanced



and developing country contexts (Aluko et al., 2020; Aluko & Ibrahim, 2020; Boukraine, 2020;
Haini, 2021, inter alia). Its adoption underscores the growing emphasis on using nuanced,
multidimensional measures to better understand the mechanisms through which financial systems

influence economic outcomes.

To more accurately represent the relationship between financial development and economic
growth in Sub-Saharan Africa (SSA), it is crucial to account for the substantial improvements in
financial inclusion brought about by mobile money innovations (Dacanay & Buensuceso, 2011;
Misati et al., 2021). Although Svirydzenka’s (2016) Financial Development Index has been widely
adopted in recent empirical studies, it primarily relies on traditional financial access indicators,
such as the number of bank branches and ATMs per 1,000 adults, which do not adequately capture
the transformative role of mobile money in expanding financial access, particularly in low-income
and rural populations. Mobile money services, characterized by mobile money agents and accounts
per adult population, have become the primary drivers of financial inclusion growth in many
developing countries, especially in SSA. However, these innovations are not reflected in the
Svirydzenka’s (2016) Financial Development Index, limiting its applicability in contexts where
non-traditional financial services dominate the financial landscape. Additionally, Svirydzenka’s
index does not incorporate access indicators from non-bank financial institutions, such as
microfinance institutions, credit unions, and cooperatives, which have increasingly gained

prominence in the region's financial systems.

To date, only a limited number of studies have sought to integrate mobile money within the
finance-growth framework. Notably, Ugwuanyi et al. (2022) examined the role of mobile money
in the finance-growth nexus in SSA. However, their analysis primarily focused on how financial
technologies enhance communication between borrowers and lenders, emphasizing financial
institutions, such as commercial banks, microfinance institutions, and credit cooperatives, while
overlooking the role of financial markets. This narrow approach diverges from finance-growth
theory, which advocates for a comprehensive view of financial development that recognizes the
complementary roles of financial institutions and financial markets (Goldsmith, 1975; Levine,



2005). Accordingly, this study builds upon the finance-growth theoretical framework by
constructing a broad-based financial development index that incorporates mobile money indicators
alongside measures of financial institutions and financial markets. This comprehensive approach
enables a more accurate assessment of the role of financial inclusion, proxied by mobile money,

in the finance-growth nexus within the SSA context.

Due to the potential masking of country-specific heterogeneity inherent in panel data analysis, the
results of such studies may not be generalizable to all countries within the sample (Ram, 1999;
Driffill, 2003; Levine, 2005; Ang, 2008). To address this limitation, in addition to analyzing a
panel of Sub-Saharan African (SSA) countries, this study also includes two country-specific case
studies: Kenya and Uganda, both of which have demonstrated notable success in the adoption of
mobile money technologies. Kenya is widely recognized for its pioneering and highly successful
implementation of mobile money services, beginning with the launch of M-Pesa in 2007. It is also
considered one of the most financially developed countries in the SSA region. Numerous empirical
studies have investigated the finance-growth nexus in the Kenyan context; however, the findings
remain mixed, partly due to variations in the indicators and methodologies used to measure
financial development (Uddin et al., 2013; Rafindadi & Yusof, 2013; Onuonga, 2014; Nyasha &
Odhiambo, 2017; Arayssi & Fakih, 2017; Misati et al., 2021). Given Kenya's remarkable success
with mobile money, it has also attracted substantial empirical attention from scholars seeking to
understand the socioeconomic impacts of this innovation. Several studies have examined the
dynamics and outcomes of mobile money adoption in Kenya, highlighting its implications for
financial inclusion, poverty alleviation, and economic activity (Kirui et al., 2007; Ngugi et al.,
2010; Kusimba et al., 2013; Wamuyu, 2014; Muthiora, 2015; Onyuma, 2015; Suri & Jack, 2016;
Islam et al., 2018; Fabregas & Yokossi, 2022, inter alia).

While numerous studies on mobile money innovation have focused primarily on the factors that
contributed to its successful adoption in Kenya, only a few have examined the role of financial

inclusion (proxied by mobile money and access to traditional financial institutions) within the



context of the finance-growth nexus. Notably, Musembi and Chun (2020) and Misati et al. (2021)
have made attempts to explore this link. However, both studies have limitations in their scope.
Musembi and Chun (2020) focused on financial indicators such as bank credit to the private sector
and broad money, while Misati et al. (2021) concentrated on financial depth, measured by bank
credit to the private sector. Both studies excluded non-bank financial institutions and financial
markets, which are critical components of Kenya's financial system. Furthermore, these studies
employ aggregate financial measures rather than indicators based on access and usage of financial
services, as represented by the proportion of the adult population, which more accurately reflects
the degree of financial inclusion (Sarma, 2008; Svirydzenka, 2016; Hasan et al., 2024). Previous
studies examining the finance-growth nexus in Kenya, such as Nyasha and Odhiambo (2017) and
Aduda et al. (2013), concentrated exclusively on the financial market, without considering the
broader financial system. In contrast to these previous studies, Musembi and Chun (2020) and
Misati et al. (2021) which focused solely on financial institutions, and Nyasha and Odhiambo
(2017) and Aduda et al. (2013) which examined only the financial market, this study constructs a
more comprehensive measure of financial development. This measure integrates financial
institutions, non-bank financial entities, and the financial market, in alignment with finance-
growth theory. This approach underscores the importance of examining the entire financial system
to better understand the complex relationship between financial development and economic
growth, as well as the complementary role of financial institutions and financial markets.

Uganda, the second country under examination in this study, is also situated within the East
African region, which remains at the forefront of mobile money adoption in Sub-Saharan Africa
(SSA) (Chhabra & Das, 2019). Since the introduction of mobile money in Uganda in 2009, its
significance to the national economy has grown substantially. By 2021, the value of mobile money
transactions as a percentage of GDP in Uganda reached 93.7 percent, surpassing Kenya’s 57.1
percent, a pioneer in mobile money adoption. Despite this impressive growth, only a limited
number of empirical studies have explored the finance-growth nexus in Uganda. As with the
broader finance-growth literature and the case of Kenya, the empirical results for Uganda are

mixed, with discrepancies primarily arising from the measures of financial development used



(Bwire & Musiime, 2015; Odhiambo & Nyasha, 2022; Twinamatsiko, 2022). Nampewo et al.
(2016) examined the impact of mobile money on financial depth in Uganda and found that mobile
money balances held by commercial banks contributed to increased deposits, thereby enhancing
the supply of bank credit to the private sector. However, as observed in empirical studies for SSA
and Kenya, the research on Uganda predominantly focuses on either financial institutions or the
financial market, rather than employing a broad-based measure of financial development. This
approach contrasts with the comprehensive financial development framework proposed by
finance-growth theory, which advocates for the inclusion of both financial institutions and markets

in analyzing their collective impact on economic growth.

To address the limitations of previous studies on Sub-Saharan Africa, Kenya, and Uganda, which
have primarily focused on either financial institutions, the financial market, or mobile money, this
study constructs a broad-based financial development index that incorporates all three components
of the financial system. The study aims to answer the research question: Does financial
development promote economic growth in the SSA region, Kenya, and Uganda? Furthermore, it
investigates whether financial inclusion, proxied by mobile money, plays a significant role in this
relationship. In addition to the financial depth measures, such as bank credit to the private sector
(PSC), and mobile money indicators considered in prior research, the study contributes new
empirical evidence to the finance-growth nexus in SSA, Kenya, and Uganda. This is achieved by
constructing a more comprehensive measure of financial development that integrates financial
institutions, mobile money, and financial market indicators. Specifically, the study extends
Svirydzenka’s (2016) Financial Development Index by incorporating indicators for non-bank
financial institutions (such as microfinance and insurance institutions) and mobile money
indicators. The index is constructed using the principal component analysis (PCA) approach, as
employed by Svirydzenka (2016) and other studies on the finance-growth nexus (Jalil et al., 2010;
Chen et al., 2020, inter alia).



As a robustness check, and to explore potential non-linearity in the finance-growth nexus arising
from financial inclusion, this study employs a multiplicative interaction model approach,
commonly adopted in recent empirical literature (Ehigiamusoe & Samsurijan, 2021; Haini, 2021).
This approach is particularly useful for examining the moderating role of financial inclusion,
proxied by mobile money, in the relationship between financial development and economic growth
within the panel of Sub-Saharan African (SSA) countries. The core variable of interest in this
framework is the interaction term between financial development and mobile money indicators,
which allows for an assessment of how financial inclusion conditions the effect of financial
development on growth. To empirically analyze this relationship, the study employs two widely
used methodologies in the finance-growth literature: (i) a formal endogenous growth model, and
(i) Granger causality tests. The endogenous growth model is adopted because it permits finance
to influence long-term economic growth through its effects on technological progress and,
consequently, on the productivity of capital. These two approaches are applied across the panel of
SSA countries as well as to the two country case studies, Kenya and Uganda, providing both cross-

sectional and country-specific insights into the finance-growth-inclusion nexus.

This study contributes to the existing literature by providing empirical evidence from a panel of
17 Sub-Saharan African (SSA) countries, selected based on data availability, covering the period
2015 to 2022, a timeframe that captures the widespread adoption of mobile money across the
region. To address potential endogeneity issues commonly associated with the finance-growth
relationship, the study employs the System Generalized Method of Moments (GMM) panel
estimator, which is widely recognized for its robustness in dynamic panel data analysis. For the
country-specific case studies, annual data spanning 1980 to 2022 for Kenya and 1982 to 2022 for
Uganda were utilized. In both cases, the analysis is grounded in an endogenous growth framework.
To examine long-run relationships among the variables, the Johansen and Juselius (1990)
cointegration approach and the Vector Error Correction Model (VECM) were employed. These
techniques allow for the estimation of both short-run dynamics and long-run equilibrium

relationships. Additionally, the direction of causality between financial development and



economic growth was assessed using Granger causality tests based on a Vector Autoregressive
(VAR) model.

The remainder of this thesis is structured as follows: Chapter 2 presents a comprehensive review
of the relevant literature on the finance-growth nexus and the role of financial inclusion. Chapter
3 begins with an overview of financial development and economic growth trends in Sub-Saharan
Africa, followed by a detailed discussion of the model specification, data sources, estimation
methods, and the empirical findings for the SSA panel. Chapter 4 provides an overview of financial
development and economic growth in the case study countries, Kenya and Uganda, and presents
the corresponding empirical evidence. Finally, Chapter 5 summarizes the key findings, discusses

policy implications, and concludes the study.
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Chapter 2
Literature Review

2.1Theoretical literature

The importance of finance in promoting economic growth is grounded in finance-growth theory,
which dates to Bagehot’s (1873) foundational argument that the financial system plays a critical
role in allocating capital to its most productive uses, thereby fostering profitable economic activity.
This proposition has been supported and expanded upon by several influential scholars, including
Schumpeter (1912), Gurley and Shaw (1955), Hicks (1969), Goldsmith (1969), McKinnon (1973),
and Hilferding (1981). These contributions emphasize that finance facilitates economic growth
through key functions such as the mobilization of savings, efficient allocation of capital, and risk
mitigation. A comprehensive review of the theoretical literature is provided by Levine (2005) and
Stolbov (2013), with Levine (2005) identifying five core functions through which the financial
system, comprising both bank-based and market-based institutions, promotes economic growth.
First, financial intermediaries and markets generate ex ante information about potential
investments and allocate capital accordingly. Second, they monitor investments and enforce
corporate governance mechanisms post-financing. Third, they enable risk amelioration through
risk trading, diversification, and management. Fourth, they mobilize and pool savings, facilitating
the accumulation of capital for productive investment. Lastly, they reduce transaction costs in the
exchange of goods and services, thereby enhancing market efficiency, encouraging specialization,

and fostering technological innovation, all of which contribute to sustained economic growth.

Levine (2005) defines financial development as any improvement in the five core functions
performed by the financial system, which together constitute a "well-functioning™ financial
system. According to this framework, differences in the impact of financial systems on economic
growth are primarily attributed to variations in how effectively these functions are performed.
Consequently, a poorly functioning financial system can hinder, rather than support, economic
growth. This notion is consistent with earlier findings by McKinnon (1973) and Shaw (1973), who

demonstrated that financial repression, characterized by interest rate controls, directed credit
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programs, and high reserve requirements, was a significant constraint on growth in developing
countries. These insights laid the groundwork for the financial liberalization reforms that were
widely adopted in the 1990s (Gibson & Tsakalotos, 1994; Khan, 2000). Regarding the structure of
the financial system, Levine (2005) further argued that the emphasis should be placed on the
overall level of financial development, rather than on whether the system is predominantly bank-
based or market-based. This perspective supports the theoretical notion that both financial
structures can be complementary in promoting economic growth, countering earlier theoretical
debates that sought to determine the superiority of either bank-based or market-based systems. In
this view, the effectiveness of the financial system in performing its core functions is more critical

than its structural composition.

In contrast to the proponents of the finance-growth theory, some scholars have questioned the
direction and significance of the relationship between financial development and economic
growth. Robinson (1952) argued that finance does not play a causal role in economic growth;
rather, it is economic growth that drives financial development. This view emphasizes a reverse
causality in the finance-growth nexus. Similarly, Lucas Jr. (1988, p. 6), in his influential work on
the Mechanics of Economic Development, stated: “In general | believe that the importance of
financial matters is over-stressed,” thereby casting doubt on the centrality of finance in the
development process and giving rise to the neutrality hypothesis, which posits that finance is
neither a driver nor a consequence of economic growth in any meaningful way. Adding further
nuance to the debate, Patrick (1966) proposed a more dynamic framework for understanding the
finance-growth relationship. He identified three possible forms of causality. First, the supply-
leading hypothesis suggests that the establishment of financial institutions and instruments at the
early stages of development facilitates resource mobilization and efficient allocation, thereby
stimulating economic growth. Second, the demand-following hypothesis posits that financial
development is a response to increased demand for financial services resulting from economic
growth. Third, Patrick acknowledged that the relationship may be bidirectional or stage-dependent,

whereby the direction of causality evolves over time based on the level of a country's economic
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development. This perspective accommodates the possibility of both supply-leading and demand-
following dynamics coexisting or alternating throughout the development process.

The finance-growth theory is grounded in both neoclassical and endogenous growth theories,
which provide the conceptual basis for examining the role of finance in economic growth (Ciftci
et al., 2017; Carré¢ & L’oeillet, 2018). In empirical applications based on the neoclassical growth
theory, particularly the Solow growth model, researchers have extended the Mankiw—Romer—Weil
(MRW) framework by incorporating indicators of financial development to better explain
differences in the steady-state level of per capita income across countries. However, the
neoclassical framework treats technological progress, and by extension, the financial mechanisms
that support it, as exogenous. The development of endogenous growth theory addressed this
limitation by internalizing technological progress within the model. This paradigm shift enabled a
more nuanced understanding of the role of finance, treating it as an endogenous driver of long-
term growth (Romer, 2012; Carré & L’oeillet, 2018). Pagano (1993, p. 1) succinctly captured this
shift, stating that "financial intermediation can be shown to have not only level effects, but also
growth effects.” Within this framework, finance contributes to economic growth by enhancing the
accumulation and diffusion of technology. This contribution occurs through several channels:
financial systems facilitate risk diversification, which encourages innovation and expedites
technological change; they also provide the necessary capital for research and development
(R&D), which directly contributes to technological advancement. As a result, financial
development enhances the productivity of both human and physical capital, thereby sustaining

long-run economic growth (Levine, 2005).
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2.2 Empirical literature: finance-growth nexus

The empirical literature on the finance-growth nexus is vast and continually evolving. Carré and
L’ocillet (2018) provide a useful synthesis by categorizing the empirical work into two broad
periods: before and after the 2008/2009 global financial crisis. This division highlights the pivotal
role of the crisis in reshaping scholarly perspectives on the relationship between financial
development and economic growth. While earlier studies predominantly emphasized a positive,
linear relationship between finance and growth, more recent research has acknowledged the
complex, and often non-linear, nature of this relationship, particularly in the context of financial
instability, institutional quality, and structural differences across countries. Recent empirical
studies have primarily concentrated on three key issues: the complexity of the finance-growth
relationship, the measurement of financial development (including efforts to capture its multi-
dimensional nature), and the growing relevance of financial innovation and inclusion, particularly
in developing economies where traditional financial access remains limited. This review is
organized in three parts. First, it presents the general empirical literature on the finance-growth
nexus, followed by a focused examination of studies specific to Sub-Saharan Africa (SSA).
Finally, it considers country-specific empirical evidence from Kenya and Uganda, which are both

representative of the mobile money revolution and expanding financial inclusion in the region.

From their comprehensive survey of both pre- and post-crisis empirical literature, Carré and
L’oecillet (2018) concluded that there is growing consensus around the idea that the finance-growth
relationship is more complex than the linear, uniformly positive link proposed by early finance-
growth theory. The 2008/2009 global financial crisis served as a critical turning point in this
discourse, prompting scholars to reconsider the potentially non-linear and context-dependent
nature of financial development's impact on economic growth. In the aftermath of the crisis, a
substantial body of empirical research has emerged highlighting the non-linearities and
asymmetric effects in the finance-growth nexus. Studies by Wachtel (2011), Law and Singh
(2014), Beck et al. (2014), Gaffeo and Garalova (2014), Arcand et al. (2015), Samargandi et al.
(2015), Demetriades and Rousseau (2016), Benczur et al. (2019), Boukraine (2020), Swamy and
Dharani (2020), and Purewal and Haini (2021), among others, provide compelling evidence that
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the effects of financial development on growth are not always positive and may vary depending
on the level or type of financial development. For example, while credit growth can stimulate
investment and output under certain conditions, excessive expansion of bank credit, often observed
during credit booms, may lead to financial instability and diminishing or even negative returns to
growth (Wachtel, 2011; Breitenlechner et al., 2015). In addition, market-based financial systems,
though often praised for their efficiency, can generate negative growth outcomes when complex
financial products (such as sub-prime mortgages) are traded in environments of imperfect
information and weak regulation, as evidenced during the global financial crisis. These findings
also help explain the mixed results reported in earlier empirical studies, which oscillated between
finding positive, negative, or insignificant relationships between finance and growth (e.g., Ram,
1999; Driffill, 2003; Levine, 2005). The recent literature suggests that such inconsistencies may
stem from differences in financial system structure, institutional quality, and the level of financial

inclusion, factors that were not always accounted for in earlier analyses.

Recent empirical studies increasingly emphasize the role of institutional quality and
macroeconomic conditions, such as inflation and income levels, in shaping the non-linear
relationship between financial development and economic growth (Law et al., 2013; Carré &
L’oeillet, 2018; Ehigiamusoe & Samsurijan, 2021). These factors act as moderating variables that
influence whether financial development positively or negatively affects economic outcomes.
Importantly, this non-linear dynamic is not confined to advanced economies. A growing body of
empirical evidence suggests that developing countries also exhibit non-linearities in the finance-
growth nexus (Rioja & Valev, 2004; Chami & Yousefi, 2013; Haini, 2021). Chami and Y ousefi
(2013) and Haini (2021) demonstrate that the relationship between financial development and
economic growth varies significantly depending on the level of financial inclusion. Their findings
reveal that at low levels of financial access, financial development may have negligible or even
adverse effects on growth, whereas at higher levels of inclusion, the relationship becomes positive.
These results are particularly relevant for developing economies, where financial access remains
uneven and where informal financial systems often dominate. The evidence therefore underscores

the importance of contextual and structural factors, such as financial inclusion, in understanding
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the finance-growth relationship. It challenges the assumption that financial development is
uniformly beneficial and suggests that policies aimed at deepening the financial sector must be
complemented by efforts to expand access, improve institutional quality, and maintain

macroeconomic stability.

To test the theoretical propositions underlying the finance-growth nexus, empirical studies have
predominantly employed formal growth models and Granger causality tests to examine both the
nature and direction of the relationship. A significant portion of this empirical work is grounded
in endogenous growth models, where financial development is theorized to enhance the
productivity of human and physical capital by facilitating innovation and research and
development (Carré & L’oecillet, 2018). However, a persistent methodological challenge in the
finance-growth literature is the measurement of financial development, which remains a key point
of divergence across studies. Different proxies often yield inconsistent or contradictory results
(Levine, 2005; Ang, 2008; Valickova et al., 2015). In line with the finance-growth theory and
constrained by data availability, most empirical studies have relied on size-based indicators. For
financial institutions, common proxies include bank credit to the private sector and various
monetary aggregates such as the ratios of narrow or broad money to GDP (King & Levine, 1993;
Levine, 2005; Valickova et al., 2015). In the context of financial markets, traditional size indicators
like stock market capitalization are complemented by measures of liquidity and efficiency, such
as stock market turnover (King & Levine, 1993; Levine, 2005). Despite their widespread use, these
individual indicators may not fully capture the multidimensional nature of financial development.
Recognizing this limitation, a growing number of studies have employed composite indices that
combine various dimensions of the financial system (Carré & L’oeillet, 2018; Ehigiamusoe &
Samsurijan, 2021). These indices offer a more holistic measure of financial development, aligning
more closely with the finance-growth theory’s emphasis on a well-functioning financial system
(Levine, 2005) and comprehensive financial coverage, which encompasses both institutions and
markets, as well as access and participation by a broad spectrum of economic agents (Goldsmith,
1975).

16



The role of financial inclusion in fostering economic growth has received increasing attention in
recent empirical literature. Notably, the study by Nandi et al. (2022) provides compelling evidence
that financial inclusion significantly contributes to economic growth in developing countries. The
authors examined the financial inclusion—economic growth nexus across 76 developing countries
over the period 2011 to 2017, focusing on how varying levels of financial inclusion influence
growth outcomes. To capture the multidimensional nature of financial inclusion, the study
constructed a composite index comprising indicators such as the number of bank accounts per
1,000 adults, the number of ATMs and bank branches per 100,000 adults, and the volume of credit
and deposits relative to GDP. This index allowed for a more comprehensive assessment of access
and usage dimensions of financial services. The empirical methodology incorporated Granger
causality tests and three panel cointegration techniques, the Kao test, Pedroni test, and Westerlund
test—to explore the long-run relationship between financial inclusion and economic growth.
Additionally, a fixed effects instrumental variable (IVV) model was used to address potential
endogeneity between financial inclusion and per capita GDP. The findings revealed a strong and
positive impact of financial inclusion on per capita GDP growth. More importantly, the results
indicated that developing economies with higher levels of financial inclusion experienced stronger
economic growth, thereby reinforcing the argument that promoting inclusive access to financial

services is essential for sustainable economic development in the Global South.

The positive impact of financial inclusion on economic growth is further supported by empirical
studies such as Anand and Chhikara (2013), who examined a cross-sectional sample of 49
developed and developing countries for the year 2007. The study constructed a multi-dimensional
financial inclusion index based on three key components: depth (measured by the number of bank
accounts per 1,000 population), availability (measured by the number of bank branches and ATMs
per 100,000 population), and usage (proxied by the volume of credit and deposits as a share of
GDP). Their findings indicate that the depth ratio contributed the most to the overall financial
inclusion index. Furthermore, the study revealed an inverse relationship between financial
inclusion indicators and poverty levels, underscoring the role of inclusive finance in poverty

reduction and social development. Similarly, Sethi and Acharya (2018) provided further evidence
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of a positive relationship between financial inclusion and economic growth using panel data from
31 developed and developing countries over the period 2004 to 2010. Their study employed
Sarma’s (2012) Financial Inclusion Index, which incorporates indicators such as banking
penetration, availability of banking services, and the credit and deposits mobilized from the private
sector relative to GDP. The results of the study showed a long-run positive association between
financial inclusion and economic growth, suggesting that broader access to financial services

contributes meaningfully to sustained economic development.

Empirical evidence from Kim et al. (2018), based on a cross-country analysis of 55 countries,
including 20 from Sub-Saharan Africa, over the period 1990 to 2013, reveals a positive
relationship between financial inclusion and economic growth. The study employed five indicators
of financial inclusion: the number of ATMs and bank branches per 100,000 adults, deposit
accounts and borrowers from commercial banks per 1,000 adults, and the volume of life insurance
premiums relative to GDP. Similarly, Van et al. (2021) provided empirical evidence from
emerging market economies using a multidimensional index of financial inclusion comprising:
commercial bank branches per 100,000 adults, ATMs per 100,000 adults, and the ratio of bank
credit to the private sector to GDP. Their findings indicate a positive relationship between financial
inclusion and economic growth, with the effect being more pronounced in low-income and low-
financial inclusion countries. In another study, Haini (2021) examined the role of financial
inclusion in the finance-growth nexus using Svirydzenka’s (2016) multidimensional Financial
Development Index, which incorporates the access and depth dimensions of financial institutions.
Based on a sample of 51 low- and lower-middle-income countries from 1996 to 2017, the study
found that both financial access and financial depth had a positive effect on economic growth.
Importantly, the analysis of marginal effects revealed that the impact of financial development on
growth is non-linear—negative at low levels of financial access, but positive at higher levels,

underscoring the critical role of financial inclusion in mediating the finance-growth relationship.

In terms of econometric approaches and estimation techniques, recent empirical studies on the

finance-growth nexus increasingly employ panel data analysis, which enhances efficiency and
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robustness by combining cross-sectional and time-series dimensions (Carré & L’oeillet, 2018).
This methodological approach helps overcome the limitations commonly associated with purely
cross-sectional or time-series analyses, such as omitted variable bias and the constraints of low-
frequency data. In addition to standard panel data techniques, such as panel cointegration tests and
panel error correction models, many studies also apply instrumental variable (IV) estimation
methods, most notably the Generalized Method of Moments (GMM), to address issues of potential
endogeneity in the finance-growth relationship (Valickova et al., 2015). The use of GMM is
particularly suitable for dynamic panel data models, where explanatory variables may be

endogenous or correlated with past and present error terms.

2.2.1 Sub-Saharan Africa (SSA)

Several empirical studies have examined the finance-growth nexus in Sub-Saharan Africa (SSA),
with many confirming that financial development promotes economic growth (Trabelsi, 2002;
Agbetsiafa, 2004; Adusei, 2013; Walle, 2014). Empirical evidence suggests that countries with
more developed financial systems tend to experience faster economic growth (Rioja & Valev,
2004; Demetriades & James, 2011; Barajas et al., 2013; Demetriades & Rewilak, 2020). For
instance, Rioja and Valev (2004) found that countries such as South Africa and Mauritius, which
possess moderately developed financial systems, recorded higher growth rates compared to
countries like Senegal and Rwanda, which had less developed financial systems. However,
consistent with broader empirical findings, the results from SSA are highly sensitive to the proxies
used to measure financial development. This sensitivity is reflected both in Granger causality tests
and in formal growth model estimates. Regarding Granger causality, some studies (Agbetsiafa,
2004; Walle, 2014) report unidirectional causality from financial development to economic
growth, supporting Patrick’s (1966) supply-leading hypothesis. Others, such as Acaravci et al.
(2009), identify unidirectional causality running from economic growth to financial development,
which aligns with Patrick’s demand-following hypothesis. Additionally, several studies (Acaravci
et al., 2009; Fowowe, 2011; Adusei, 2013; Walle, 2014; Aluko et al., 2020) find bidirectional
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causality, supporting Patrick’s stage-of-development hypothesis. Notably, Acaravci et al. (2009)
also found evidence of both unidirectional and bidirectional causality, depending on the specific
financial development indicator used, further highlighting the methodological challenges in the

finance-growth empirical literature.

Agbetsiafa (2004) examined the causal relationship between financial development and economic
growth using a sample of eight Sub-Saharan African (SSA) countries; Ghana, Ivory Coast, Kenya,
Nigeria, Senegal, South Africa, Togo, and Zambia over the period 1963 to 2001. The study
employed five measures of financial development: (i) the ratio of money to income, (ii) the ratio
of banking deposit liabilities to income, (iii) the ratio of private sector credit to income, (iv) the
share of private sector credit in domestic credit, and (v) the ratio of domestic credit to income. The
results indicated unidirectional causality from financial development to economic growth in six
countries—Ghana, Nigeria, Senegal, South Africa, Togo, and Zambia, while in Ivory Coast and
Kenya, the direction of causality ran from economic growth to financial development. In contrast
to Agbetsiafa’s findings, Acaravci et al. (2009), using a broader sample of 24 SSA countries for
the period 1975 to 2005, found unidirectional causality from real GDP per capita to liquid
liabilities, and a bidirectional causal relationship between domestic credit by the banking sector
and GDP per capita. Similarly, Walle (2014), who analyzed the same period using a sample of 17
SSA countries, found unidirectional causality from credit to the private sector to economic growth,
a result consistent with Agbetsiafa (2004). However, Walle’s findings on liquid liabilities to GDP
supported the opposite causality direction, from economic growth to financial development, in line
with Acaravci et al. (2009). These contrasting findings emphasize the sensitivity of causality
results to the specific financial development indicators used and underscore the complexity of the
finance-growth relationship in SSA countries.

Fowowe (2011) found evidence of bi-directional causality between financial development and
economic growth in a panel of 17 Sub-Saharan African (SSA) countries, a result that aligns with
the findings of Acaravci et al. (2009). Fowowe measured financial development using two
indicators: the ratio of credit provided by banks to the private sector to GDP and the ratio of deposit
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liabilities to GDP. Extending the empirical investigation, Aluko et al. (2020) employed a multi-
dimensional financial development index, in contrast to the use of single proxies, to examine the
finance-growth nexus across 33 SSA countries from 1990 to 2015. To ensure robustness, the study
utilized four different panel causality testing approaches: (i) Dumitrescu and Hurlin (2012) panel
Granger causality test; (ii) Panel causality test based on error correction models; (iii) Panel
causality test using the Pooled Mean Group (PMG) estimator, and (iv) Panel Vector
Autoregressive (VAR) causality test based on the Generalized Method of Moments (GMM)
estimator. The results confirmed bi-directional causality between financial development and
economic growth, consistent with prior studies (Acaravci et al., 2009; Fowowe, 2011; Walle,
2014). Moreover, Aluko et al. (2020) emphasized that the finance-growth nexus in SSA is sensitive
to both the financial development measure employed and the econometric methodology adopted,

underscoring the methodological challenges that characterize empirical studies in this field.

To address the limitations associated with single financial development indicators, some empirical
studies on Sub-Saharan Africa (SSA) have aligned with broader trends in the finance-growth
literature by employing composite financial development indices. These indices provide a more
comprehensive view of the financial system by incorporating multiple dimensions such as access,
depth, and efficiency. In this context, Aluko et al. (2020) examined the finance-growth nexus for
a panel of 33 SSA countries over the period 1990 to 2015, utilizing Svirydzenka’s (2016) multi-
dimensional Financial Development Index, which captures the performance of both financial
institutions and financial markets. The study found bi-directional causality between financial
development and economic growth, a result consistent with earlier findings based on single
indicators such as bank credit to the private sector and liquid liabilities (Acaravci et al., 2009;
Fowowe, 2011; Walle, 2014). The convergence of findings across both single-indicator and index-
based approaches underscores the continued dominance of the banking sector in SSA’s financial
systems. Despite the inclusion of financial market indicators in the composite index, the evidence

suggests that banks remain the primary conduit for financial intermediation in the region.
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In addition to Granger causality tests, several empirical studies on Sub-Saharan Africa (SSA) have
employed endogenous growth models estimated using panel cointegration techniques (Acaravci et
al., 2009; Demetriades & James, 2011; Aluko et al., 2020) as well as dynamic panel estimators
such as the Generalized Method of Moments (GMM) to address econometric challenges including
endogeneity and serial correlation (Ibrahim & Alagidede, 2018; Demetriades & Rewilak, 2020;
Mohamed, 2021; Olaniyi & Oladeji, 2021; Abeka et al., 2021). Similar to findings from Granger
causality analyses, the results from these studies demonstrate a high degree of sensitivity to the
financial development proxy employed. For instance, Demetriades and James (2011), using a panel
of 18 SSA countries from 1975 to 2006, found no cointegration between bank deposits or private
sector credit and real GDP per capita, suggesting a lack of long-run relationship. However, they
did find cointegration between liquid liabilities and economic growth, indicating that the choice of
financial development indicator can significantly influence the conclusions drawn. This finding
contrasts with Acaravci et al. (2009), who also applied panel cointegration methods to a broader
sample of 24 SSA countries over the period 1975 to 2005 but reported no evidence of cointegration
between liquid liabilities and economic growth. These contrasting results further underscore the
methodological complexity and the importance of indicator selection in empirical assessments of

the finance-growth nexus in SSA.

Aluko et al. (2020) investigated the finance-growth nexus in Sub-Saharan Africa (SSA) using a
panel dataset comprising 33 countries over the period 1990 to 2015, employing Svirydzenka’s
(2016) multi-dimensional financial development index, which captures both financial institutions
and financial markets. The study found a positive long-run relationship between financial
development and economic growth. This result contrasts with Acaravci et al. (2009), who found
no such relationship using liquid liabilities as the proxy for financial development, but aligns with
Demetriades and James (2011), who used bank deposits and private sector credit and found a
positive association. Expanding on this approach, Aluko and Ibrahim (2020) applied a threshold
regression model to a sample of 28 SSA countries for the period 1996 to 2015, also using
Svirydzenka’s financial development index. Their results similarly confirmed that financial

development contributes positively to economic growth, reinforcing the findings by Aluko et al.
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(2020). The convergence of findings across studies employing a broad-based financial
development index suggests that such composite indices may help to mitigate the mixed empirical
results, positive, negative, or insignificant, often reported in the finance-growth literature, which
tend to arise due to variations in the proxy used for financial development. Furthermore, these
studies highlight the importance of controlling for additional macroeconomic variables that
influence the finance-growth relationship. Variables such as trade openness (Aluko & Ibrahim,
2020; Abeka et al., 2021; Mohamed, 2021), initial income, government consumption, investment,
human capital, and inflation (Aluko & Ibrahim, 2020) have been incorporated as control variables

to account for country-specific growth dynamics.

Recent empirical studies have increasingly explored the non-linear dynamics in the finance-growth
relationship, a complexity previously highlighted in the broader empirical literature. These studies
have uncovered evidence of non-linearity, suggesting that the impact of financial development on
economic growth is not uniformly positive and may depend on institutional quality and
macroeconomic conditions. Specifically, research shows that factors such as the quality of
institutions (Ibrahim & Alagidede, 2018; Olaniyi, 2021; Mohamed, 2021) and the level of inflation
(Ehigiamusoe & Lean, 2018) play significant roles in shaping the nature and strength of the
finance-growth nexus. For instance, Ibrahim and Alagidede (2018) analyzed data from 29 Sub-
Saharan African (SSA) countries over the period 1980 to 2014 and found a positive relationship
between private sector credit and economic growth. However, the study also revealed a threshold
effect, where the relationship turned negative when domestic credit to GDP exceeded 29 percent,
indicating diminishing returns or potential financial instability at higher levels of credit
penetration. In contrast, Demetriades and Rewilak (2020), using data from an unbalanced panel of
SSA countries covering the period 1998 to 2017, emphasized the importance of credit quality.
Their findings indicate that when measures of credit quality are incorporated, the relationship
between financial development and economic growth remains consistently positive. This suggests
that not just the quantity, but the quality and allocation efficiency of financial resources is critical
in fostering sustainable economic growth in the SSA context.
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Mohamed (2021) provides empirical evidence on the non-linear relationship within the finance-
growth nexus based on data from four North African countries; Tunisia, Morocco, Algeria, and
Egypt, covering the period 1991 to 2015. The study highlights a more pronounced positive impact
of financial development on economic growth when interacted with trade openness, suggesting
that the benefits of financial development are amplified in more open economies. Similarly,
Olaniyi and Oladeji (2021) investigated the finance-growth nexus across 13 West African
countries; including Burkina Faso, Cote d’Ivoire, Gambia, Ghana, Guinea, Guinea-Bissau,
Liberia, Mali, Niger, Nigeria, Sierra Leone, Senegal, and Togo, over the period 1986 to 2015.
Their findings indicate that institutional quality plays a critical role in shaping the finance-growth
relationship. Specifically, financial development was found to exert a positive effect on economic
growth only when the institutional quality index exceeded a threshold level of 4.77 (on a 1 to 10
scale, where 1 indicates low and 10 indicates high financial development). This underscores the
importance of institutional frameworks in ensuring that financial development translates into

meaningful and sustained economic growth in the Sub-Saharan African context

Recent empirical studies on the finance-growth nexus in Sub-Saharan Africa (SSA) have
increasingly focused on the role of financial inclusion, a key aspect of financial development that
has significantly progressed in the region over the past two decades. Chinoda et al. (2021) suggest
that economic growth drives financial inclusion, rather than the reverse. The study analyzed the
relationship between financial inclusion, financial innovation (measured by depositors with
commercial banks, ATMs per 100,000 adults, commercial bank branches per 100,000 adults, and
credit to the private sector), and economic growth for 23 African countries during 2004 to 2018.
Using the panel autoregressive distributed lag (ARDL) estimation method, the study found a
positive and significant impact from economic growth on financial inclusion in both the short and
long run. In contrast, Ikhide (2015) explored the finance-growth nexus for 21 SSA countries from
1970 to 2014 and examined the role of financial inclusion (measured by the number of commercial
bank branches per 1,000 adults) and financial development (proxied by domestic credit to the
private sector). The study found that the coefficient for financial inclusion was both positive and

significant, influencing financial depth in countries with advanced financial systems (such as South
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Africa, Seychelles, Mauritius, Tunisia, and Namibia). Specifically, the study revealed that a one
percent increase in commercial bank branches per 1,000 adults led to a 5.1 percent increase in real
GDP per capita. Furthermore, the impact of financial inclusion led to a shift in the financial depth
coefficient from negative to positive in these countries. These findings were corroborated by
Abeka et al. (2021), who observed that telecommunications infrastructure development (measured
by the number of cellular and fixed telephones and internet subscriptions) enhanced the
relationship between financial development (proxied by domestic credit to the private sector) and
economic growth. Moreover, Sarpong & Nketiah-Amponsah (2022) also provided evidence of a
positive relationship between financial inclusion and economic growth in SSA. Using a sample of
46 SSA countries for the period 2004 to 2018, their study considered three dimensions of financial
inclusion: financial availability (measured by ATMs and commercial bank branches per 100,000
adults), financial services usage (measured by private sector credit as a percentage of GDP), and
financial knowledge (measured by the depth of credit information index). The study concluded
that a unit increase in the usage of financial services led to a 0.03-unit improvement in inclusive
growth, further supporting the positive role of financial inclusion in fostering economic

development.

The study by Ugwuanyi et al. (2022) examined the impact of traditional finance and digital
financial inclusion (specifically mobile money) on economic growth for 29 Sub-Saharan African
countries during the period 2012 to 2020. The study utilized the panel feasible generalized least
squares (GLS) and Generalized Method of Moments (GMM) estimation methods, alongside the
panel vector autoregression Granger causality test, to analyze the data. The findings revealed that
both traditional financial inclusion and digital financial inclusion had a positive and significant
impact on economic growth. However, traditional financial inclusion was found to have a greater
impact than digital financial inclusion. The study also indicated that while both forms of financial
inclusion were positively significant in middle-income countries, only digital finance (proxied by
mobile money) was significant in low-income countries. These results support the growing
evidence of non-linearity in the finance-growth relationship, as suggested by recent studies.

Similarly, Asongu and Le Roux (2024) explored the effect of mobile money innovation on poverty

25



in Sub-Saharan Africa for the period 1980 to 2019. Their study uncovered a threshold effect,
indicating that the mobile money innovation significantly mitigated the positive effect of income
inequality on poverty, but only at higher levels of mobile money usage (such as sending money
and bill payments). The findings suggest that for mobile money to have a positive effect on income

levels, its usage needs to reach a sufficiently high threshold.

The empirical evidence from panel studies reveals mixed results, influenced by factors such as the
measure of financial development, estimation method, and the sample of countries and period
covered (Valickova et al., 2015). Therefore, alongside panel studies, several case studies have been
employed to investigate country-specific factors that influence the finance-growth nexus. In this
study, in addition to the panel analysis based on 17 Sub-Saharan African countries, the country
case studies of Kenya and Uganda, two of the leading users of mobile money in Sub-Saharan

Africa, are examined to explore the role of mobile money financial innovation.

2.2.2 Case studies: Kenya and Uganda

The selection of Kenya and Uganda as case studies is both strategic and illustrative. These two
countries represent early adopters and regional leaders in mobile money innovation within Sub-
Saharan Africa (SSA), yet they also exhibit meaningful institutional and structural differences that
enrich comparative analysis. Kenya is widely recognized as a global pioneer in mobile money,
primarily due to the success of M-Pesa, which was launched in 2007 by Safaricom. Its rapid
adoption was facilitated by a permissive regulatory environment, strong telecommunications
infrastructure, and a dominant mobile network operator that benefited from first-mover advantage
(Jack & Suri, 2011; Muthiora, 2015). Neighboring countries such as Uganda and Tanzania
followed closely, drawing on Kenya’s early success and implementing robust regulatory

frameworks to support their own mobile money ecosystems.

26



The rapid expansion of mobile money in Kenya and Uganda, relative to other low-income Sub-
Saharan African (SSA) countries, can be attributed to several interrelated factors. In response to
historically underdeveloped financial systems, mismanaged economies, and widespread exclusion
from formal financial services, a range of interventions have been implemented. These include
comprehensive economic and financial sector reforms, the enhancement of regulatory frameworks
governing both financial institutions and mobile network operators (MNOs), and the intentional
development of microfinance institutions (MFIs) aimed at broadening financial inclusion. By
2005, prior to the widespread adoption of mobile money, the penetration of microfinance services
was already notably higher in East African Community (EAC) countries, particularly Kenya,
Uganda, and Tanzania, than in other SSA nations (Pattillo et al., 2006). In addition to persistently
low levels of financial inclusion, the high volume of remittances and the expansion of MFIs,
underpinned by financial sector reforms, further contributed to the acceleration of mobile money
adoption. These institutional and regulatory developments collectively created an enabling

environment for the proliferation of digital financial services in the region.

By comparing Kenya and Uganda, the thesis captures both shared regional dynamics and country-
specific divergences that shape the trajectory of mobile money adoption and its developmental
outcomes. This comparative lens enhances the generalizability of findings while allowing for a
nuanced understanding of how variations in regulatory regimes, market structure, and institutional
capacity influence the effectiveness of mobile money as a tool for financial inclusion and economic
growth.

2.2.2.1. Kenya

Empirical studies examining the finance-growth nexus in Kenya reveal that Granger causality
results are contingent upon both the period analyzed and the measure of financial development
employed. Studies by Agbetsiafa (2004), Odhiambo (2008b), Uddin et al. (2013), Arayssi and
Fakih (2017), Musembi and Chun (2020), and Misati et al. (2021) identify a unidirectional

causality from financial development to economic growth across various timeframes, including
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1963 to 2001, 1968 to 2004, 1971 to 2011, 1960 to 2013, 2007 to 2018, and 2005 to 2020 (quarterly
data), respectively. In the study by Uddin et al. (2013), a composite financial development index
was constructed using three distinct indicators: the ratio of domestic credit provided by the banking
sector to GDP, the ratio of domestic credit to the private sector to GDP, and the ratio of money
plus quasi-money to total money. Odhiambo (2008b) utilized broad money, whereas Arayssi and
Fakih (2017), Musembi and Chun (2020), and Misati et al. (2021) relied on credit to the private
sector as their principal measure of financial development. In contrast, Agbetsiafa (2004)
incorporated a broader set of five financial development indicators: the ratio of money to income,
the ratio of banking deposit liabilities to income, the ratio of private sector credit to income, the

share of private sector credit in domestic credit, and the ratio of domestic credit to income.

In contrast, other studies have found evidence of bi-directional causality between financial
development and economic growth. For instance, Wolde-Rufael (2009) identified bi-directional
causality for Kenya during the period 1966 to 2005, utilizing three different measures of financial
development: (i) domestic credit provided by the banking sector, (ii) total domestic credit provided
by the banking sector, and (iii) liquid liabilities. Similarly, Maturu (2022) found bi-directional
causality between bank credit and economic growth for the period from 2009Q1 to 2017: Q2.
Odhiambo (2008a) also observed bi-directional causality between financial development and
economic growth in Kenya for the period 1968 to 2002, using broad money as the financial
development proxy. However, in a subsequent study covering 1969 to 2006, Odhiambo (2009)
reversed the direction of causality, finding uni-directional causality from economic growth to
financial development (broad money). Nyasha and Odhiambo (2015) extended the analysis to both
bank-based financial development (represented by a means-removed average of M2, M3, and
credit to the private sector) and stock market development (measured by a means-removed average
of stock market capitalization, stock market traded value, and stock market turnover) for the period
1980 to 2012. The study found uni-directional causality from economic growth to bank-based
financial development in Kenya, but no causal relationship between market-based financial
development and economic growth. These findings appear to align with Patrick’s (1966) stage of

development hypothesis, which posits that as economies progress, they transition from a supply-
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leading financial development model (evidenced by uni-directional causality from finance to
economic growth) to a demand-following financial development model (manifested by either uni-

directional causality from economic growth to finance or bi-directional causality).

Empirical studies examining the finance-growth nexus in Kenya also yield contrasting results
depending on the estimation techniques employed. Rafindadi and Yusof (2013) utilized the ARDL
(Autoregressive Distributed Lag) approach to investigate the impact of the 2008/2009 global
financial crisis on the finance-growth relationship in Kenya. Using data from 1980 to 2011, their
study found no evidence of a long-run or non-linear relationship between financial development
and economic growth. In contrast, Chen et al. (2020), employing a non-linear autoregressive
distributed lag (NARDL) model, found evidence of a long-run relationship and an asymmetric
effect of financial development on economic growth for the period 1972 to 2017. Their results
indicated that the positive partial sum of squares of financial development was associated with a
12.15 percent increase in economic growth in the short run, but a 1.98 percent reduction in growth
in the long run. Musembi & Chun (2020), analyzing the period from 2007 to 2018, used a vector
error-correction model (VECM) and found results consistent with those of Chen et al. (2020),
highlighting a negative effect of financial development on economic growth. Furthermore, Maturu
(2022) employed a dynamic stochastic general equilibrium (DSGE) modeling approach to examine
the finance-growth nexus during the period preceding the COVID-19 pandemic (from July 2009
to December 2017). Using monthly data and Bayesian estimation techniques, the study found that
an increase in real bank credit by 1 percentage point resulted in a 0.532 percentage point increase

in domestic final output.

Most empirical studies on the finance-growth nexus in Kenya have utilized the Autoregressive
Distributed Lags (ARDL) cointegration approach to estimate both the short-run and long-run
relationships between financial development and economic growth (Uddin et al., 2013; Rafindadi
& Yusof, 2013; Onuonga, 2014; Nyasha & Odhiambo, 2017; Misati et al., 2021). The ARDL
model is favored for its superior small sample properties and its ability to accommodate a mixed

order of integration (I(1) or 1(0)) (Pesaran & Shin, 1999), in contrast to other cointegration methods
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such as those proposed by Johansen (1988) and Engle and Granger (1987). As with Granger
causality results, the empirical findings from ARDL models reveal sensitivity to the period
considered and the measure of financial development employed. For instance, Onuonga (2014)
and Nyasha & Odhiambo (2017) found a positive relationship between financial development and
economic growth, while Rafindadi & Yusof (2013), who also used the ARDL approach, found
mixed results. Specifically, they observed that in the short run, bank credit to the private sector (as
a ratio to GDP) was associated with a decrease in economic growth, whereas the ratio of liquid
liabilities to nominal GDP led to increased growth, and the ratio of commercial bank assets to
central bank assets had no significant effect on economic growth. In a study focusing on the
financial market, Aduda et al. (2013) found that three out of five financial deepening variables;
stock market size, stock market turnover ratio, and bond market turnover ratio, had a significant
positive effect on economic growth. Conversely, market capitalization and the value traded ratios
were found to have a negative effect, suggesting that market listings do not necessarily correlate
with market efficiency (Levine & Zervos, 1998, as cited in Aduda et al., 2013). More recent
studies, such as that by Chen et al. (2020), have highlighted the sensitivity of results to the measure
of financial development used. By constructing a financial depth index that incorporates broad
money/GDP, real interest rate, domestic credit to private sector/GDP, and trade openness, Chen et
al. (2020) found that an increase in their financial development index led to an increase in

economic growth in the short run, but a decrease in the long run.

In terms of the economic significance of financial development, the empirical evidence from
Kenya suggests that its contribution is substantial and aligns with the general empirical findings
that countries with lower levels of financial development tend to experience higher growth effects
(Rioja & Valev, 2004; Levine, 2005; Barajas et al., 2013). For example, Onuonga (2014) found
that a one percent increase in financial development (proxied by broad money) led to a 0.141
percent and 4.626 percent increase in GDP in the short-run and long-run, respectively. The study
also revealed that a one percent increase in private credit led to a 0.45 percent increase in economic
growth in the short run, although private credit did not exhibit a significant effect in the long run.
In contrast, Nyasha and Odhiambo (2017) found that bank-based financial development had no
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impact on economic growth in Kenya, both in the short and long run. However, the authors found
that market-based financial development contributed to GDP growth, with increases of 0.17
percentage points in the short-run and 0.21 percentage points in the long-run. While Onuonga
(2014) controlled for trade openness in the finance-growth analysis, the effect of trade openness
was found to be statistically insignificant. Additionally, in their analysis, Nyasha and Odhiambo
(2017) included gross fixed capital formation (GFC), savings, and trade openness as control
variables. They found that the coefficient for GFC was both positive and statistically significant in
both the short and long run, while the coefficients for savings and trade openness were not

significant in either the short or long run.

Due to its phenomenal success, Kenya’s experience with mobile money adoption, particularly
through M-PESA, has attracted considerable empirical scrutiny. Notably, Suri and Jack (2016)
found that access to M-PESA significantly contributed to poverty reduction, lowering poverty rates
by approximately 2 percent among Kenyan households. Several studies have explored the
microeconomic impacts of mobile money, with Kirui and Onyuma (2015), Islam et al. (2018), and
Fabregas and Yokossi (2022) identifying positive effects on local economic activity, sales
turnover, and investment in Micro and Small Enterprises (MSESs). Other scholars have investigated
the factors driving the successful adoption and diverse uses of mobile money in Kenya and similar
contexts (e.g., Hughes & Lonie, 2007; Ngugi et al., 2010; Kusimba et al., 2013; Wamuyu, 2014;
Muthiora, 2015). Furthermore, micro-level studies such as Jack et al. (2013), Jack & Suri (2014),
and Kikulwe et al. (2014) provide evidence that mobile money has had welfare-enhancing effects,

including increased household income and savings, and improved risk management strategies.

Notwithstanding these overwhelmingly positive findings, some studies have raised concerns about
the limitations and unintended consequences of mobile money adoption in Kenya. Bharadwaj &
Suri (2020), for instance, highlighted that mobile savings and credit uptake remained relatively
low, limiting the broader transformative potential of mobile money. More critically, Bateman et
al. (2019) argued that M-PESA has not delivered the significant positive impacts on poverty

alleviation and economic development that are often claimed. They cite issues such as rising
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formal and informal indebtedness among households and the displacement of more sustainable
microenterprises. Similarly, Osabutey and Jackson (2024) contend that the benefits of mobile
money have been disproportionately captured by wealthier segments of society, rather than the
poor who were expected to benefit most. They further emphasize that concerns around integrity,
privacy, and security, as well as infrastructure limitations and poor stakeholder integration, have

undermined the potential of mobile money to advance financial inclusion across African countries.

Despite the notable success of mobile money adoption in Kenya and its recognized contribution
to financial inclusion, empirical studies that explicitly examine the role of financial inclusion,
proxied by mobile money, within the finance-growth nexus remain limited. A key contribution in
this area is Musembi and Chun (2020), who analyzed the impact of financial development (proxied
by private sector credit and broad money) and financial inclusion (proxied by mobile money) on
economic growth in Kenya over the period 2007 to 2018. Using a Vector Error Correction Model
(VECM), the study found evidence of a long-run relationship among the variables, with financial
inclusion exerting a significant positive effect on economic growth, whereas financial
development had a negative effect. However, the study’s operationalization of financial inclusion,
the ratio of mobile money transactions to GDP, may be insufficient as a standalone proxy. This
indicator primarily captures transaction value and does not adequately reflect access or usage
dimensions of financial inclusion, particularly in terms of demographic reach and frequency of

service utilization.

As highlighted in the broader empirical literature (e.g., Sarma, 2008; Ikhide, 2015; Svirydzenka,
2016; Haini, 2021; Hasan, 2024), more robust indicators would include metrics based on adult
population coverage such as: the number of mobile money transactions per 1,000 adults, registered
agent outlets per 100,000 adults, commercial bank branches per 1,000 km?, and ATMs per 1,000
km2, These measures offer a more comprehensive representation of financial inclusion,
encompassing both accessibility and usage dimensions. Additionally, Musembi and Chun’s (2020)
approach to financial development, which is limited to private sector credit and broad money,

overlooks critical components of Kenya’s broader financial ecosystem, such as non-bank financial
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institutions and financial markets. This narrow focus is somewhat inconsistent with finance-
growth theoretical frameworks, which emphasize the complementarity between financial
institutions and financial markets in facilitating resource allocation, risk management, and capital
formation. A more holistic treatment of financial development would improve the explanatory

power and theoretical alignment of future analyses.

A subsequent study by Misati et al. (2021) investigated the contribution of financial innovation
and financial access to economic growth in Kenya but similarly fell short of employing measures
that adequately capture the multidimensional nature of financial access. This shortcoming may
reflect a limitation in data availability, as the study utilized quarterly data spanning the period 2005
to 2020, while robust indicators of financial access and usage, such as account ownership,
demographic coverage of financial services, and usage frequency, are typically available on an
annual basis. In terms of measurement, the study used the number of bank branches and number
of bank accounts as proxies for access to traditional financial services. Credit to the private sector
as a share of GDP was employed to measure financial depth. For financial innovation, indicators
included the value of mobile transactions, number of mobile money accounts, number of mobile
money agents, value of ATM transactions, and the proportion of individuals using the internet.
Using an endogenous growth model framework and the Autoregressive Distributed Lag (ARDL)
approach to cointegration, the study found that in the short run, credit to the private sector, the
value of mobile transactions, and the value of ATM transactions had a positive and statistically
significant effect on economic growth. In contrast, variables related to financial access, namely,
the number of mobile money agents, bank branches, and mobile accounts, were statistically
insignificant. In the long run, however, none of the financial innovation or access indicators
exerted a direct influence on economic growth, whereas bank credit to the private sector continued
to have a positive and significant effect. These findings suggest that financial depth may play a
more sustained role in supporting economic growth in Kenya than access or innovation
indicators—at least as currently measured. Furthermore, the lack of long-run effects from financial

access indicators highlights the need for more comprehensive and high-frequency data on financial
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inclusion, particularly in capturing quality of access, frequency of use, and distributional reach

across different socioeconomic groups.

The empirical studies by Musembi & Chun (2020) and Misati et al. (2021) offer valuable insights
into the role of financial inclusion, particularly through mobile money, in Kenya’s finance-growth
nexus. However, the proxies used to measure financial inclusion in both studies, such as the value
of mobile money transactions, number of mobile accounts, and number of mobile agents, do not
comprehensively capture the multidimensional aspects of financial inclusion, namely access,
usage, and quality. More robust and widely accepted indicators, such as those based on the
proportion of the adult population with access to financial services, the geographical distribution
of financial access points, and frequency of usage, would offer a more accurate assessment of
financial inclusion (Sarma, 2008; Svirydzenka, 2016). Moreover, a notable limitation of these
studies is the incomplete representation of the financial system. According to finance-growth
theory, the financial system comprises a range of complementary institutions and markets,
including banks, non-bank financial institutions, and financial markets, that jointly facilitate
efficient resource allocation, risk management, and capital mobilization. However, both studies
primarily focus on bank-based indicators and mobile money usage, while non-bank financial
institutions (such as microfinance institutions and savings and credit cooperatives) and the
financial market (including capital markets and insurance) are excluded from the analysis. This
omission potentially underestimates the holistic contribution of the financial sector to economic
growth and limits the scope for evaluating the complementarity between financial sub-sectors as

suggested by the finance-growth theoretical framework (Levine, 2005).

2.2.2.2. Uganda

Empirical studies on the finance-growth nexus in Uganda have employed both formal growth
models and Granger causality tests to examine the impact of financial development on economic
growth and the direction of causality. Grounded in the endogenous growth theory augmented to

include financial development, these studies utilize a range of econometric techniques to estimate
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both short-run and long-run relationships. Earlier works such as Kasekende and Atingi-Ego
(2003), Bwire and Musiime (2015), and Nampewo et al. (2016) employed the Johansen and
Juselius (1990) and Engle and Granger (1987) cointegration frameworks along with the Vector
Error Correction Model (VECM) to capture both long-term equilibrium relationships and short-
term dynamics. More recent studies have shifted towards the Autoregressive Distributed Lag
(ARDL) bounds testing approach developed by Pesaran and Shin (1995), combined with an Error
Correction Model (ECM) specification. This includes empirical works by Alananga and Mutasa
(2021), Okot and Mbabazize (2021), and Twinamatsiko (2022). The ARDL approach is preferred
in these more recent studies due to its superior performance in small sample contexts, its flexibility
in handling variables with a mixed order of integration, whether integrated of order zero, 1(0), or
order one, I(1), and its ability to provide unbiased long-run estimates even when explanatory
variables are endogenous. This methodological evolution reflects an effort to improve the

robustness and validity of empirical findings on the finance-growth nexus in the Ugandan context.

The study by Kasekende and Atingi-Ego (2003) offers empirical insights into the finance-growth
nexus in Uganda in the aftermath of financial liberalization and macroeconomic reforms, focusing
on the period 1987Q1 to 1995Q3. Utilizing Johansen and Juselius’s (1990) cointegration technique
and estimating a Vector Error Correction Model (VECM), the authors found that the lending rate,
used as a proxy for the cost of working capital sourced from the banking system, was strongly
exogenous to real GDP, lending support to Patrick’s (1966) supply-leading hypothesis during the
period under analysis. Further empirical support for the finance-led growth hypothesis in Uganda
is found in Bwire and Musiime (2015) and Odhiambo and Nyasha (2022). Using VAR-based
Granger causality tests for the period 1970 to 2005, and ECM-based causality tests for the period
1980 to 2015, respectively, both studies reported a positive causal effect from financial depth
(proxied by liquid liabilities and bank deposits) to economic growth. However, the findings are
not uniform across all proxies of financial development. In Odhiambo and Nyasha (2019), which
employed a broader set of indicators, including the ratio of deposit money bank assets to total bank
assets and bank credit to the private sector, the authors identified a bi-directional causal

relationship between financial development and economic growth using the former, but found no
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evidence of Granger causality when using private sector credit as the measure. These mixed
findings underscore the sensitivity of empirical results to the choice of financial development

indicator, reflecting a broader pattern in the finance-growth literature across Sub-Saharan Africa.

The empirical findings by Bwire and Musiime (2015), based on a formal growth model employing
Johansen and Juselius’s (1990) cointegration test and a Vector Error Correction Model (VECM),
indicate a long-run cointegrating relationship between real GDP and two measures of financial
development, broad money and bank credit, for Uganda over the period 1970 to 2005. While broad
money exerted a positive effect on economic growth, the effect of bank credit was found to be
negative, suggesting inefficiencies in the intermediation role of the banking sector during that
period. In contrast, Nakijoba and Selotlegeng (2019), using Phillips and Hansen’s (1990) Fully
Modified Ordinary Least Squares (FMOLS) for the period 2000Q1 to 2018Q4, reported a positive
relationship between bank credit to the private sector and economic growth, highlighting the
possibility of improvements in credit allocation mechanisms or changes in institutional and
macroeconomic conditions over time. Further divergence is observed in Alananga and Mutasa
(2021), who employed a panel ARDL framework using data for Eastern and Southern African
countries (including Uganda) for the period 1980 to 2017. Their country-specific findings for
Uganda revealed a negative short-run effect of broad money on economic growth and an
insignificant effect in the long run, while domestic credit to the private sector had no statistically
significant impact in either the short or long run. Interestingly, despite Uganda recording the
highest level of broad money growth among the five East African Community (EAC) member
states considered (Burundi, Kenya, Rwanda, Tanzania, and Uganda), the expected growth-
enhancing impact was not observed. These conflicting results underscore the sensitivity of the
finance-growth relationship to the choice of financial development proxy, estimation method, and
period analyzed. They also suggest that the efficacy of financial development in promoting growth
may vary depending on the efficiency of financial intermediation, the quality of institutions, and

the stage of financial sector development.
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Okot and Mbabazize (2021) provide empirical evidence on the finance-growth nexus in Uganda
using quarterly data from 2004Q1 to 2019Q4 and incorporating a broader representation of the
financial system than many earlier studies. In addition to traditional indicators such as money
supply and interest income of the banking sector, the study includes life and non-life insurance
penetration as proxies for financial development, thereby capturing the contributions of the
insurance sub-sector. Using the Autoregressive Distributed Lag (ARDL) bounds testing approach
and an Error Correction Model (ECM), the results indicate that money supply, interest rate margin,
and non-life insurance penetration have a short-run effect on real GDP, whereas bank credit to the
private sector and bank assets exert a positive and significant effect on economic growth in both
the short and long run. These findings highlight the importance of both banking sector assets and
credit availability in Uganda’s long-term economic performance. Complementing this,
Twinamatsiko (2022) investigates the role of the financial market in Uganda’s economic growth
by analyzing the stock market over the period 2001 to 2020. Employing the ARDL approach, the
study uses stock market indicators of size (market capitalization), depth (total value of shares
traded), and efficiency (stock market turnover ratio). The results reveal that all three indicators,
market size, depth, and efficiency, have a positive and significant long-run impact on economic
growth, with stock market efficiency also exerting a short-run positive effect. These findings
suggest that the development of Uganda’s capital markets, especially improvements in trading
efficiency, plays an increasingly important role in supporting long-term economic growth.
Together, these studies underscore the relevance of broad-based financial development, spanning
the banking, insurance, and capital markets, in fostering economic grow