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A B S T R A C T    
This study examines the impact of financial inclusion and digital financial inclusion on poverty 
reduction in North-Western Nigeria. This research employed a quantitative design to examine the 
effect of digital financial inclusion on poverty alleviation in Nigeria. A survey method was utilized to 
capture respondents’ perspectives, experiences, and opinions on the subject, relying on primary data 
collection from structured questionnaires. The data was collected from 415 households in the region; 
the research employs Partial Least Squares Structural Equation Modelling (PLS-SEM) to investigate 
the relationships between financial inclusion, digital financial inclusion and poverty reduction via (job 
creation, purchasing power, and standard of living). Findings of the research indicate that both 
financial inclusion and digital financial inclusion positively and significantly drives job creation by 
enabling entrepreneurship; the results further revealed that digital financial inclusion are positively 
and significant to purchasing power and household living standards. Thus, indicating that digital 
financial inclusion facilitates poverty reduction. This study provides empirical evidences that financial 
inclusion and digital financial inclusion reduce poverty. Policy implication for this study include 
recommendations for regulatory agencies and service providers to expand digital financial 
infrastructure., The data for the study was restricted to North-western Nigeria Only, which limits the 
generalization of the results. Hence future researchers are advice to include all the six regions in the 
country for generalization and policy formulation for the entire nation. It’s also recommend that future 
studies should expand to other regions of Nigeria to enhance generalizability. 
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1. INTRODUCTION 

Financial inclusion plays a vital role in promoting social inclusion, 
which counters social exclusion. It provide individuals with the chance of 
both benefit from and actively participated in economic and social 
development (Mubiru, 2012). North-Western Nigeria faces persistent 
socio-economic challenges, including Insecurity, high unemployment, low 
purchasing power, and widespread poverty (World Bank, 2020). This 
situation is worsening as a result of limiting access to credit, savings, and 
efficient payment systems (Demirgüç-Kunt et al., 2018). Digital financial 
inclusion encompasses mobile banking, automated teller machine, point of 
sales, and internet banking. They offer opportunities for economic 
transformation through job creation, enhancing purchasing power and 
improve standing of living (Ozili et al., 2023). Previous studies revealed 
that digital financial inclusion reduce poverty (Suri & Jack, 2016) and 
stimulate entrepreneurship (Mbiti & Weil, 2016) as well enhance welfare 
outcome (Ayyagari & Beck, 2018). However, limited empirical studies exist 
on how digital financial inclusion influences job creation, and household 
welfare in North-Western region of Nigeria. Which has unique social 
cultural and infrastructural challenges? 

North-western Nigeria is one of the socio-economically 
disadvantage region in the country, with high unemployment, low 
household income, and widespread poverty (Idrees et al., 2024). The 
region is characterized by high level of financial exclusion with 
approximately 43% of financially excluded adults residing there and 68% 
of the population lacking access to formal financial services, persistent 
poverty undermines job creation, weakened household purchasing power, 
and lowered standard of living (Demirgüç-Kunt et al., 2022). This financial 
exclusion affects rural household purchasing power, women and youth 
limiting their ability to investing entrepreneurial activities, access credit 
for business expansion or engage in e-commerce, which in turn stifles 
employment opportunities and economic diversification (Economic 
Report, 2021). Digital financial inclusion which encompasses digital 
wallets, mobile money, and online banking platforms, has emerged as a 
potential catalyst for economic empowerment by lowering transactions 

cost. Enhancing access to credit and facilitating savings and investment 
(Demirgüç-Kunt et al., 2018; Ozili, 2021). Empirical studies in other sub-
Saharan African countries such as Kenya, demonstrate that digital 
financial inclusion contribute to poverty reduction, entrepreneurship and 
welfare improvement (Suri & Jack, 2016), However evidence from Nigeria 
and particularly the North-western region, remains limited.  

This created a critical gap in empirical research that specifically 
revealed how digital financial inclusion impacted on job creation, 
purchasing power, and the overall standard of living for the region's rural 
areas. The limited access to digital payment systems, credit, and savings 
platforms in this region hinders economic participation, trapping a 
significant portion of the population in a cycle of poverty (Adesina & 
Adeyemi, 2021). Additionally, no prior study has employed financial 
inclusion and digital financial inclusion to observe its effect on poverty 
reduction in North-western Nigeria. Hence this study aims at finding the 
effect of financial inclusion on poverty reduction via job creation, digital 
financial inclusion on job creation, purchasing power, and standard of 
living in North-western Nigeria. 

The  main  objective  of  this  study  is  to  examine  the  impact of 
financial inclusion and digital financial inclusion on job creation, 
purchasing power, and standard of living in North-Western Nigeria. The 
specific objectives are to:  

• Examine the impact of financial inclusion on job creation in the 
North-Western region of Nigeria 

• Assess the impact of digital financial inclusion on job creation in the 
North-Western region of Nigeria 

• Determine the impact of digital financial inclusion on purchasing 
power in the North-Western region of Nigeria 

• Evaluate the impact of digital financial inclusion on standard of 
living in the North-Western region of Nigeria 

The following research questions will guide the study: 

• Does the financial inclusion have any impact on job creation in the 
North-Western region of Nigeria? 
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• Does the digital financial inclusion have any impact on job creation 
in the North-Western region of Nigeria? 

• Does the digital financial inclusion have any impact on purchasing 
power in the North-Western region of Nigeria? 

• Does the digital financial inclusion have any impact on standard of 
living in the North-Western region of Nigeria? 

2. LITERATURE REVIEW 

 Digital Financial Inclusion and Job Creation 
Digital financial inclusion provides platforms micro, small and 

medium enterprises (MSMEs) to access credit, expand markets, and 
transaction barriers, thereby, fostering job creation (Koomson et al., 
2020). For instance, mobile money has been linked to increased self-
employment and enterprises survival in developing economies (Aker et al., 
2016; Kutz, 2003; Shen et al., 2020). The digital financial services are 
widely seen as a catalyst for job creation. Particularly in developing 
economies like Nigeria. Previous research suggests that by providing 
access to credit, digital payment platforms and saving accounts. Digital 
financial inclusion empowers micro, small and medium enterprises to 
formalize and expand their transaction (Sethi & Acharya, 2018), This 
expansion often necessitated hiring new employees, thereby directly 
contributing to employment growth (Allen et al., 2016). In Nigeria, 
previous studies have revealed that increased access to digital transaction 
and digital credit has a positive relationship with Small and medium 
enterprises development, particularly in urban areas (Aribaba et al., 2019; 
Nan & Markus, 2021). Furthermore, employment opportunities are 
generated via digital financial inclusion within the financial technology 
(Fintech) industry itself and its agent (POS) who facilitate digital 
transactions in rural area (Hashemizadeh et al., 2023; Wachuku & Amadi, 
2024; Wezel & Jack Ree, 2023). By providing access to digital transaction, 
digital financial inclusion aids individuals to build assets, reducing their 
vulnerability to economic shocks and unexpected expense (Demirgüç-Kunt 
et al., 2022). This is particularly relevant in North-western Nigeria. Where 
rural population often incur high cost for basics financial services due to 
their remote locations. 

 2.2 Digital financial inclusion and purchasing power 
Digital financial Inclusion strengthens households’ purchasing 

power, by reducing transaction costs and providing credit access (Beck et 
al., 2008). Digital savings tools also smooth income flows and improve 
consumption capacity (Demirgüç-Kunt et al., 2018). Digital financial 
inclusion has a direct and positive impact on the purchasing power of 
individuals and households, especially in rural settings. The literature also 
points out that digital financial inclusion enhance purchasing power by 
granting access to credit, which enable individuals to invest in income 
generating activities or acquire assets that were previously unaffordable 
(Islam et al., 2022). For instance, a small accessed through digital platform 
can assist farmers to buy better seeds or for business to buy more 
inventories both of which increase future earning and purchasing power. 
Previous studies also support this by demonstrating the same effects in 
some parts of Africa. This finding is consistent with (Suri & Jack, 2016), 
who revealed the use of mobile money in Kenya reduced poverty and 
improve welfare outcome. In North-western Nigeria there is dearth of 
research detailing how these benefit manifest in the unique socio economic 
context of the region, where formal not all formal institutions in the 
country are presence (Gaudens-Omer, 2018). 

 Digital Financial Inclusion and Standard of living 
Access to digital finance improve welfare of the citizens by 

promoting financial flexibility, facilitating efficient remittance, and 
boosting investment in health and education (Islam et al., 2022; Seng, 
2021). The main aim of financial inclusion is to improve the standard of 
living of financially excluded population. Previous literature has suggested 
a strong relationship between the digital financial inclusion and standard 
of living (Akram et al., 2023). Digital financial inclusion contributes to high 
standard of living by empowering individual to manage their finances more 
effectively, leading to improve health, education and wellbeing (Zhou, 
2021). Access to secure savings for instance, allows families to save for their 
children’s education or to cover unexpected medical emergency bills. Their 
by improving the quality of their education and life as well reducing 
vulnerability (Demirgüç-Kunt & Klapper, 2013). In addition, the financial 
stability provided by digital financial inclusion allows household to invest 
in better housing, nutrition, and other amenities that directly contribute to 
a higher standard of living (Nan & Markus, 2021). However the 
relationship between the digital financial inclusion and standard of living 
is revealed by the previous literature to have some challenges which if 
checked will reduce poverty especially in the region like North-western 
Nigeria there is low digital literacy, institutional trust, and inadequate 
infrastructural facilities for digital financial inclusion (Olaoye & Zerihun, 
2023). This is because inadequate necessary skills needed for digital 

financial inclusion and trust in the system, many rural populaces may not 
be able to fully leverage the benefit of digital financial tools, leading to a 
negative effect between the digital financial inclusion matrixes and 
tangible improvement in their daily lives. 

 Theoretical Framework 
This study is drawn from the digital agency theory of financial 

inclusion (Ozili, 2024) which compliments other existing theories such 
technology acceptance model (Venkatesh & Bala, 2008) the model 
accepting technology (Brown & Venkatesh, 2005) the special agent theory 
of financial inclusion (Ozili, 2020). The digital agency theory of financial 
inclusion improves existing theories by revealing how digital financial 
inclusion agents can improves access and use of formal financial services 
which will provide opportunities for job creation, have impact of 
purchasing power and improve the standard of living. The theory posit that 
financial access promote economic development by reducing risk and 
transaction cost and affect poverty negatively (Ozili, 2024). The digital 
agency theory of financial inclusion developed by Ozili (2024) is a set of 
principles that explain and resolve the issues in the relationship between 
the financial inclusion principal and digital agent that accelerate the 
financial inclusion using appropriate digital technologies. These will have 
appositive impact on poverty reduction The theory further explain that 
financial inclusion principal will employ the digital agent service who will 
use appropriate digital technologies to achieve the financial inclusion 
objectives specified by the principal (Ozili, 2024). The above revealed that 
digital agency theory of financial inclusion can be use to guide the study. 

 Conceptual framework 
The research framework is anchored in the premises that financial 

inclusion, digital financial inclusion are key drivers of socio economic 
development. Financial inclusion refers to access to affordable financial 
services such as credit savings and insurance (Demirgüç-Kunt & Klapper, 
2013). This theory is posited to enhance household and individual 
economic participation. Similarly digital financial inclusion enable by 
mobile banking, internet banking, point of sales and finTech innovations 
reduces transaction costs and increase financial accessibility for financially 
excluded populations (Islam et al., 2022; Kouladoum et al., 2022). Within 
this framework both financial inclusion and digital financial inclusion 
serves as independent variables and are expected to positive affect the 
poverty reduction in north-western Nigeria positively. The dependent 
variables for this study are poverty reduction to be measured by job 
creation, standard of living and purchasing power which are among the 
indicators of socio economic wellbeing. The dependent variables of the 
study enhanced financial access and empowers individuals to invest in 
entrepreneurial ventures which lead to generating employment 
opportunities (Asongu, 2024; Ayyagari & Beck, 2018). The framework 
therefore, established causal link between the financial access and socio 
economic outcomes, emphasizing the role of inclusive finance as a catalyst 
for sustainable development in North-western Nigeria. Finally after 
extensive review of literature the conceptual research framework figure 2 
below is fine tune to achieve the objectives off the study. 

 

 

 
 
 
 

Figure 1: Conceptual framework 
Note: IV= Independent variables, DV= Dependent Variables 
Sources: Author 2025  
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3. METHODOLOGY 

This research employed a quantitative design to examine the effect 
of digital financial inclusion on poverty alleviation in Nigeria. The scope of 
the study is limited the North-West geopolitical zone, which includes 
Jigawa to, Kano, Katsina, Kebbi, Sokoto, and Zamfara states. A survey 
method was utilized to capture respondents’ perspectives, experiences, and 
opinions on the subject, relying on primary data collection (Fisher, 2010). 
This approach enabled the researcher to identify the key variables under 
investigation and explain the resulting outcomes of their interrelationships 
(Zikmund, 2013). Nigeria’s population is estimated at 233,139,587, of 
which about 63% (139 million individuals) are classified as multi-
dimensionally poor (NBS, 2022). Following (Krejcie & Morgan, 1970) 
guideline, a minimum sample of size of 382 is recommended for the 
population exceeding one million. For this study the sample size was 
increase by 40% resulting to 538 which is in line with (Salkind, 2012) 
suggestion of adjusting the sample size by 40-50% to minimize the non-
responsiveness bias and sample error (Henri, 2006; Salkind, 2012). 
Accordingly a total of 538 poor household across the five state of northern 
Nigeria were selected as total sample. 

The Multi-stage sampling steps ware utilized in this research 
according to (Zikmund et al., 2012), to select 538 poor household (108 
household from each state) from each of the five state selected for the 
study. Ensuring adequate representation from both urban and rural areas 
(Sekaran & Bougie, 2010) the process combine the stratified random 
sampling and convenient sampling techniques in drawing the participants 
and are of study. Firstly, the stratified method of sampling techniques was 
employed to select the states that will participate in the study in North 
western Nigeria. Secondly, Convenience sampling method was used to 
distribute the survey instrument with judgment sampling in some aspect 
(Creswell, 2014); convenience sampling facilitated a diverse range of 
perspectives in the sample by engaging individuals who were willing and 
able to participate in the study. Convenience sampling strategy is rapid, 
economical and easy to contact various respondents and widely accepted 
in IS research (Alam et al., 2020)Furthermore, Sekaran and Bougie (2016) 
highlight the relevance of stratified random sampling which was applied to 
guarantee that respondents from different strata had an equal probability 
of being included in the sample. 

The survey method, utilizing a structured questionnaire as the data 
collection tool, was deemed the most suitable for gathering primary data. 
This technique is widely applied by organizational researchers seeking to 
collect information from large populations that cannot be directly observed 
(Keeter, 2005; Mazzocchi, 2008; Ye et al., 2013). It is also regarded as one 
of the most effective means of obtaining data on social and personal 
characteristics, as well as beliefs (Babbie, 2008; Sekaran & Bougie, 2016). 
Accordingly, the structured questionnaire gathered information on 
household demographics, employment, income, expenditure, access to 
digital financial services (such as POS, mobile banking applications, USSD, 
and online banking), and welfare indicators including housing quality, 
health, and education. The questionnaires were administered directly to 
the targeted respondents (those financially excluded). Data collection was 
carried out simultaneously within the same timeframe using a cross-
sectional approach. This method was adopted because all variables under 
investigation were measured at a single point in time, consistent with the 
practices highlighted in the works of (Abiola, 2009; Chibba, 2009; 
Dominic & Lanoue, 2015; Halbouni et al., 2016; Mathieu & Kakinaka, 
2020). 

Drawing from the existing literature, financial inclusion was 
assessed using indicators such as the number of banks, bank branches, 
bank accounts, and formal and informal financial access (Ali & Khan, 
2020). Measure of digital financial inclusion include ATM usage, mobile 
banking application, internet banking, point of sales and USSD were 
adapted from (Wachuku & Amadi, 2024). While poverty reduction 
indicators were adapted from (Lal, 2018a). All measurement items were 
structured on a five-point Likert scale, in line with the recommendation of 
(Lal, 2018b)DeVellis, (2003). The study’s hypotheses are presented as 
follows: 

H01: There is no statistically significant association between financial 
inclusion and poverty reduction through job creation in the North-Western 
region of Nigeria. 
H02: There is no statistically significant association between digital 
financial inclusion and poverty reduction through job creation in the 
North-Western region of Nigeria. 
H03: There is no statistically significant association between financial 
inclusion and poverty reduction through standard of living in the North-
Western region of Nigeria. 

H04: There is no statistically significant association between financial 
inclusion and poverty reduction through purchasing power in the North-
Western region of Nigeria. 

4. RESULTS  

 Response Rate of the Questionnaires 
The study was conducted in five states of North-Western Nigeria, 

Jigawa, Kaduna, Kano, Kebbi, and Sokoto, while two states were excluded 
due to security challenges. From each of the five states, 108 households 
were randomly selected, giving a total of 540 distributed questionnaires. 
Of these, 437 were returned, representing a response rate of 80.93%. 
However, 40 questionnaires were discarded owing to incomplete 
responses or the presence of outliers, resulting in a valid sample size of 397 
respondents. This yielded an effective response rate of 90.84%. A summary 
of the questionnaire responses is presented in Table 1 below. 

Table 1: Summary of Questionnaire Response 
• S/N • Response • Frequency • Percentag (%) 

• 1 • No. of distributed questionnaires • 540 • 100 

• 2 • Completed and returned questionnaires • 437 • 80.93 

• 3 • Unusable questionnaires: • 22 • 5.03 

•  • Incompleteness and non-
eligibility 

• 8 • 1.83 

•  • Univariate and multivariate 
outliers 

• 17 • 3.89 

• 4 • Returned and usable questionnaires • 415 • 94.97 

 

Scholars have suggested a minimal level for response rate, for 
example, (Sekaran, U., & Bougie, 2010) suggested a response rate of 30 
percent as acceptable for surveys. However, other researchers had 
proposed other minimal level, causing an inconsistency across the 
literature concerning acceptable response rate. (Babbie, 2010) suggested 
50 percent as the minimal level, (Groves et al., 2004) suggested 60 percent 
123 while (De Vaus, 2002) argued for 80 percent. Hence, the response rate 
of this study is adequate for further analysis. More importantly, the tool of 
analysis for the current study, which is PLS, requires a minimum of only 
30 responses (Chin, 1998); thus a total of 415 responses for this study is 
adequate for analysis. Also, the 94.97% response rate is above the range of 
common response rate of between 40% - 50% in social science study in 
Nigeria (Osuagwu, 2001). Table 2 below revealed the demographic 
characteristics of the respondents for this study.  

Table 2: Demographics 
Gender Frequency Percentage % 
Male 389 93.73 
Female 26 6.27 
Age of the Respondents   
26-35 32 7.71 
36-45 280 67.47 
Above 45 Years 103 24.82 
Income Level Monthly   
Below 50,000 265 63.86 
51,000-100,000 150 36.14 
Occupation of the respondents   
Farming 224 53.98 
Petty Trader 65 15.66 
Fishing 27 6.50 
Retired 40 9.64 
Trader 59 14.22 
Highest Educational Qualification   
Primary 97 23.37 
SSCE 223 53.73 
ND/NCE 52 12.53 
HND/B.SC 43 10.36 
Residence of respondent   
Rural 97 23.37 
Semi-Rural 318 76.63 

 

The above (table 2) characteristics of the respondent revealed that 
the research have reached the target respondent for the study. Therefore, 
their responses can be reliable 

 Descriptive Analysis of Respondents 
The respondents in this study comprise financially included 

households drawn from the five selected states Jigawa, Kaduna, Kano, 
Kebbi, and Sokoto. Table 2 presents the demographic characteristics of 
these respondents. Majority of the respondents were male (93.73%) while 
only (6.27%0 were female. This shows the caliber of household in north-
western Nigeria were most of them are male, which may reflect cultural 
and socio economic realities of the region where men are more likely to be 
the household head and decision makers in the financial activity. Most of 
the respondents falls within the class of 36-45 years with (67.47%), 
followed by above 45 Years of age with (24.82%).  
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While only 7.71% fall within the age of 25-35 years. This revealed 
that majority of household are middle-age adults who are typically active 
on income generating activities and responsible for house welfare. About 
63.86% earn below N50,000 monthly, while 36.14% earn between N 
51,000-  N 100,000. This suggests a low income distribution among the 
respondents, consistent with poverty indicators in the region. The statistics 
also revealed 53.98% of the respondents are farmers, which revealed a 
dominant occupation of the region. While those with fishing as occupation 
has 6.50% which is the lowest. This indicated farming as the major 
business of the region for livelihood. Over half of respondents (53.73%) 
have secondary education (SSCE), 23.37% have only primary education, 
while only 10.36% and 12.53% attained HND/B.Sc and ND/NCE 
respectively. This shows that the majority have low to moderate 
educational attainment, which may affect access to and effective use of 
digital financial services. Most respondents live in semi-rural areas 
(76.63%), while 23.37% are from rural communities. This indicates that 
while the respondents are not entirely rural, they still face infrastructural 
and financial access challenges compared to urban dwellers. 

 Results and discussion 
The data analysis followed a two-stage procedure. In the first stage, 

the measurement model was evaluated, followed by an assessment of the 
structural model. The analysis was conducted using SmartPLS 3.0 (Hair et 
al., 2010). To determine the significance of the paths, bootstrapping was 
applied with 415 cases and 500 re-samples. 

 Measurement model 

 

  

Figure 2. PLS-SEM Algorithms (Measurement Model) 
Source: Author 2025 
 

4.4.1 Reliability and Validity Analysis 
Cronbach’s Alpha (CA) Ranges from 0.823 to 0.875.Since all values 

are above the 0.70 threshold (Nunnally & Bernstein, 1994), this indicates 
good internal consistency reliability for all constructs. rho_A Values range 
between 0.835 and 0.893. rho_A is considered a more accurate reliability 
estimate than Cronbach’s Alpha (Dijkstra & Henseler, 2015). All values 
exceed 0.70, confirming strong reliability. Composite reliability (CR) 
values range from 0.8680 to 0.899. According to (Sarstedt et al., 2019), CR 
values should be 0.70 or higher. This confirms that the constructs exhibit 
high internal consistency reliability. Average Variance Extracted (AVE) 
Values range from 0.501 to 0.579. For convergent validity, AVE should be 
≥ 0.50 (Fornell & Larcker, 1981). Since all AVE values are above 0.50, 
convergent validity is established. The values are presented in table 3 
below: 

 

 

 

 

Table 3: Construct Reliability and Validity  
Cronbach's Alpha rho_A Composite Reliability AVE 

Digital Financial Inclusion 0.875 0.893 0.899 0.529 

Financial Inclusion 0.832 0.835 0.881 0.533 

Job Creation 0.865 0.886 0.890 0.510 

Purchasing Power 0.823 0.888 0.870 0.579 

Standard of Living 0.825 0.871 0.868 0.501 

4.4.2 Discriminant validity  
Discriminant validity, an essential component of construct validity, 

assesses whether a measure truly captures a unique concept and doesn't 
overlap with other, related concepts. In other words, it ensures that 
constructs which are supposed to be distinct are indeed empirically 
different from one another. This is a critical step in structural equation 
model (SEM) to ensure reliability and meaningfulness of study’s  findings 
(Fornell & Larcker, 1981). The fornell-lacker criterion is a widely method 
use to evaluate discriminant validity in SEM. The rule stated that the 
square root of the average variance extracted (AVE) for each construct 
must be greater than its highest square root correlation with any other 
construct (Peng & Lai, 2012). AVE measures the amount of variant 
measure by the construct in relation to measurement error. Higher AVE 
values indicate that the construct indicators are strongly representative of 
the construct itself. Inter-Construct Correlation: This is the correlation 
between different latent constructs in the model. A high correlation 
between constructs can be a sign of poor discriminant validity, suggesting 
that the constructs might not be as distinct as theorized. Fornell-Lacker 
criterion are presented on table 4. The diagonal values represent the square 
root of the AVE, and the off-diagonal values represent the inter-construct 
correlations. Digital financial Inclusion: The square root of AVE is 0.727. 
This is greater than its correlations with Financial Inclusion (0.279), Job 
Creation (0.310), Purchasing Power (0.230), and Standard of Living 
(0.311).. Also, Financial Inclusion: The square root of AVE is 0.730. This is 
greater than its correlations with Digital Financial Inclusion (0.279), Job 
Creation (0.206), Purchasing Power (0.179), and Standard of Living 
(0.237).  

In addition, Job Creation: The square root of AVE is 0.714. This is 
greater than its correlations with Digital Financial Inclusion (0.310), 
Financial Inclusion (0.206), Purchasing Power (0.219), and Standard of 
Living (0.248). Purchasing Power: The square root of AVE is 0.761. This is 
greater than its correlations with Digital Financial Inclusion (0.230), 
Financial Inclusion (0.179), Job Creation (0.219), and Standard of Living 
(0.248). Standard of Living: The square root of AVE is 0.708. This is 
greater than its correlations with Digital Financial Inclusion (0.311), 
Financial Inclusion (0.237), Job Creation (0.248), and Purchasing Power 
(0.248). Therefore, all constructs meet the criterion; the model has 
established strong discriminant validity. This suggests that each latent 
variable is empirically distinct and is not measuring the same underlying 
concept as any other latent variable in the model (Henseler, 2017; Henseler 
et al., 2014; Voorhees et al., 2016). 

 

Table 4: Discriminant Validity (Fornell-Lacker Criterion) 
  1 2 3 4 5 

Digital Financial Inclusion 0.727 
    

Financial Inclusion 0.279 0.730 
   

Job Creation 0.310 0.206 0.714 
  

Purchasing Power 0.230 0.179 0.219 0.761 
 

Standard of Living 0.311 0.237 0.248 0.248 0.708 

4.4.3 Cross-Loadings 
In addition, discriminant validity can also be assessed by comparing 

the loadings of indicators with their cross-loadings (Chin, 1998). According 
to Chin (1998), discriminant validity is established when each indicator 
loads higher on its corresponding construct than on other constructs. As 
presented in Table 6, the cross-loadings were found to be lower than the 
respective indicator loadings. This confirms that the measurement model 
meets the required standard of discriminant validity, thereby supporting 
its suitability for further analysis. The cross-loadings reveal that all 
measurement items load more strongly on their respective constructs than 
on others. This supports the establishment of discriminant validity, Hence, 
all conditions for establishing discriminant validity were satisfied in this 
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study (G¨otz et al., 2010; Hoyle, 1995; Pett et al., 2013). Table 5 below will 
reveal the Discriminant Validity (Cross Loadings). 

Table 5: Discriminant Validity (Cross Loadings) (n=415) cross-loadings 
  Digital Financial 

Inclusion 
Financial 
Inclusion 

Job 
Creation 

Purchasing 
Power 

Standard of 
Living 

DFI1 0.707 0.251 0.210 0.171 0.206 

DFI2 0.834 0.187 0.229 0.189 0.226 

DFI3 0.776 0.265 0.299 0.216 0.341 

DFI4 0.771 0.168 0.180 0.179 0.197 

DFI5 0.682 0.299 0.170 0.143 0.208 

DFI7 0.728 0.143 0.251 0.134 0.131 

DFI8 0.705 0.186 0.242 0.158 0.310 

DFI9 0.589 0.047 0.171 0.102 0.027 

FININCL2 0.226 0.884 0.142 0.147 0.237 

FININCL3 0.142 0.660 0.064 0.091 0.092 

FININCL4 0.164 0.846 0.148 0.091 0.132 

FININCL5 0.208 0.859 0.137 0.124 0.198 

FININCL6 0.179 0.456 0.112 0.182 0.185 

FININCL7 0.153 0.357 0.178 0.095 0.091 

FININCL8 0.270 0.851 0.171 0.150 0.209 

JC1 0.237 0.160 0.824 0.178 0.181 

JC2 0.117 0.122 0.569 0.171 0.189 

JC3 0.283 0.172 0.846 0.173 0.180 

JC4 0.293 0.157 0.805 0.135 0.182 

JC5 0.157 0.163 0.616 0.167 0.170 

JC6 0.090 0.095 0.551 0.172 0.188 

JC7 0.245 0.143 0.832 0.180 0.167 

JC8 0.230 0.150 0.577 0.120 0.202 

PURCP5 0.131 0.105 0.140 0.714 0.173 

PURCP6 0.229 0.195 0.185 0.902 0.263 

PURCP7 0.128 0.065 0.180 0.609 0.130 

PURCP8 0.110 0.087 0.153 0.655 0.118 

PURCP9 0.225 0.175 0.182 0.879 0.214 

STND LIV2 0.269 0.157 0.150 0.195 0.802 

STND LIV3 0.257 0.191 0.157 0.162 0.852 

STND LIV4 0.275 0.203 0.216 0.232 0.911 

STND LIV5 0.074 0.134 0.121 0.145 0.498 

STND LIV6 0.216 0.159 0.102 0.162 0.745 

STND LIV 7 0.233 0.192 0.334 0.165 0.576 

STND LIV8 0.083 0.157 0.147 0.226 0.417 

 

 Structural model 
To evaluate the structural model Fig. 3 and Table 5 below revealed 

the analysis considering the path coefficients and their significance levels 
(Hair et al., 2014; Ketchen, 2013; Pande et al., 1998).  

 

 

 

 

 

Table 6: Structural Model Assessment  
β Standard 

Deviation 
T 

Statisti
cs 

P 
Values 

Digital Financial Inclusion -
> Job Creation 

0.273 0.053 5.194 0.000 

Digital Financial Inclusion -
> Purchasing Power 

0.230 0.048 4.802 0.000 

Digital Financial Inclusion -
> Standard of Living 

0.311 0.048 6.432 0.000 

Financial Inclusion -> Job 
Creation 

0.130 0.046 2.812 0.005 

 
 

Figure 3. Structural Models 
Source: Author 2025 

 

The structural model analysis examines the effect of financial 
inclusion, digital financial inclusion on poverty reduction via job creation, 
purchasing power and standard of living. The results are summarize as 
follows; H1: financial inclusion and job creation path coefficient (β=0.130) 
is positive and significant (t= 2.812, P<0.005) this indicate that financial 
inclusion drive job opportunities. These results suggest that broader access 
to financial services still contribute meaningfully to job creation in the 
region. H2: Digital financial inclusion and Job creation with path 
coefficient (β= 0.273, t= 5.194, P<0.000) which revealed positive and 
significant relationship. This signifies that improvement in digital financial 
inclusion significantly enhanced job creation opportunity in North-
western region of Nigeria. H3: Digital financial inclusion and Purchasing 
power with path coefficient (β= 0.220, t=4.802, P<0.000) which is 
significantly and positively relationship between digital financial inclusion 
and purchasing power of household. H4: Digital financial inclusion and 
standard of living with path coefficient (β= 0.311, t= 6.431, P<0.000) which 
revealed positive and significant relationship. This signifies that 
improvement in digital financial inclusion significantly improve standard 
of living in North-western region of Nigeria. This implies that digital 
financial inclusion has an impact on improving household welfare, 
reflected in better housing, health, and education outcomes. Therefore, all 
path coefficients are positive and significant, confirming that both the 
financial inclusion and digital financial inclusion are critical drivers of 
poverty reduction. Especially, digital financial inclusion revealed stronger 
effect across all dimensions of poverty reduction under study. 

Thus, the results indicate that digital financial inclusion has the 
strongest and most significant impact on standard of living with t = 6.432 
compared to its effects on job creation and purchasing power. This suggests 
that while digital financial inclusion contributes to employment 
opportunities and increased economic capacity, its broader influence 
extends beyond these direct outcomes to shape overall quality of life. By 
enhancing access to financial services such as mobile payments, savings 
platforms, and digital credit, digital financial inclusion enables households 
to smooth consumption, invest in education and healthcare, and reduce 
vulnerability to financial shocks, all of which directly improve living 
conditions. In essence, the cumulative benefits of digital financial inclusion 
higher purchasing power, improved job opportunities, and financial 
resilience translate into more sustainable and measurable improvements 
in welfare, explaining why its impact on standard of living emerges as the 
most pronounced. The findings highlight that digital financial inclusion 
exerts its strongest influence on standard of living because it empowers 
individuals with greater control, autonomy, and capacity to act within 
digital financial ecosystems. This support Digital Agency Theory which 
posits that access to and effective use of digital tools enhance people’s 
ability to make informed economic decisions, reduce dependency on 
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intermediaries, and leverage opportunities for social and economic 
advancement. Thus, by enabling users to directly manage resources, access 
credit, and engage in secure transactions, DFI strengthens their agency in 
shaping household welfare outcomes, which explains why its effect on 
standard of living surpasses its impacts on job creation and purchasing 
power. 

 Assessment of Variance Explained in the Endogenous 
Latent Variables  

PLS-SEM structural model recommends using R-squared (R2) which is 
also called coefficient of determination as a value assessment criterion 
(Hair et al., 2012; Henseler et al., 2009). The R2 value represents the ratio 
of variation in the dependent variable(s) that could be explained by one or 
more independent variable (s) (Hair et al., 2012; Hair et al., 2010). Falk 
and Miller (1992) suggested that an R2 value of 0.10 is acceptable. In 
addition, Chin (1998) recommended that in PLS-SEM, an R2 value of 0.19 
is considered as weak, 0.33 as moderate and 0.60 as substantial. The R2 
value from the endogenous latent constructs in this study is presented in 
table below. As such, this study‘s model explains 11.1%, 5.3% and 9.7% of 
the total variance in digital financial inclusion suggesting that the two 
exogenous latent construct (financial inclusion and digital financial 
inclusion) including their dimensions jointly explained 26.1% of the 
variance of the endogenous latent constructs. Thus, following Falk and 
Miller (1992), and Chin (1998), this study‘s endogenous latent construct 
(dependent variable) showed an acceptable level of R2. Chin (1998) noted 
that even a model with a low R2 can still yield excellent goodness of fit. 

Table 7: Variance Explained in the Endogenous Latent Variables 
  R Square (R2) Effect Size 

Job Creation 0.111 Weak 

Purchasing Power 0.053 Weak 

Standard of Living 0.097 Weak 

 
 Evaluation of Effect Size (F2)  

After assessing R2 and according to Hair. et. al. (2013), the next 
criterion to be assessed is effect size (F2). Effect size is the difference in R2 
between the main effects when the particular exogenous construct is 
omitted from the model and when it is in the model. This is done purposely 
to evaluate whether the omitted exogenous construct has a substantial 
impact on the endogenous variables (Hair et al., 2013). Equation 1 is used 
to calculate the effect size for the exogenous construct. Cohen (1988) 
proposed that effect size of 0.35, 0.15, and 0.02 as large effects, moderate, 
and small, respectively. However, Chin et al. (2003) noted that even the 
smallest strength of F2 should be considered as it can influence the 
dependent variables (endogenous variables). Table 8 below Shows effect 
size of the latent variable in the structural model.  

 
F2 = R2 included-R2 Excluded…………………………………………………(1) 

1-R2 included 
 

Table 8: Effect Size on the Endogenous Latent Construct Cohen (1988)   
  Digital Financial 

Inclusion (F2) 
Financial Inclusion( 

F2) 
Effect Size  

Job Creation 0.078 0.017 Small 

Purchasing 
Power 

0.056 
 

Small 

Standard of 
Living 

0.107 
 

Small 

 
It shows that effect size for financial inclusion and digital financial 
inclusion is small for all the three indigenous variables. Thus, following 
Cohen's (1988) recommendation, the effect size of these independent 
variables on dependent variables can be regarded as small. 

5. CONCLUSION AND RECOMMENDATION 

This study provides empirical evidences that digital financial 
inclusion enhance job creation improve standard of living and strengthen 
the purchasing power of the household in north western Nigeria. Digital 
financial inclusion is therefore a critical tool for addressing 
unemployment, poverty and low welfare in the region. Hence, targeted 
policies and investment in digital finance infrastructure can maximize its 
impact of socio-economic development. The findings revealed that 
financial inclusion and digital financial inclusion significantly drive job 
creation by enabling entrepreneurship and reducing barriers to credit, 
consistent with (Aker et al., 2016) and (Wang et al., 2018). Similarly, the 
results revealed digital financial inclusion has a positive effect on 
purchasing power, confirming that it lowers transaction cost and enhance 

household ability to smooth consumption (Beck et al., 2008). The results 
of the study also revealed a strong relationship between digital financial 
inclusion and standard of living aligned with (Lin & Zhang, 2023; Suri & 
Jack, 2016), indicating how digital financial inclusion facilitate welfare 
improvement through better access to remittance, education and 
healthcare spending.  

This study contributes to knowledge by empirically demonstrating 
that digital financial inclusion has a differentiated impact on socio-
economic outcomes, with the strongest effect observed on standard of 
living. While prior research has often emphasized job creation and 
purchasing power as the primary benefits of financial inclusion, these 
findings extend the literature by showing that the cumulative and 
integrative role of digital financial inclusion through enhanced financial 
access, autonomy, and resilience translates more directly into improved 
welfare and quality of life. The study further advances theoretical 
understanding of Digital Agency Theory by highlighting how digital tools 
not only facilitate economic participation but also empower individuals to 
exercise greater control over their financial decisions, thereby positioning 
digital financial inclusion as a key driver of job creation, enhance 
purchasing power and mproved standard of living. 

 Implications 
Hence, the policy implication for this study include 

recommendation for regulatory agencies and service providers to expand 
digital financial infrastructure, increase the number of mobile money 
agents (POS) to improve accessibility to finance. Furthermore, they shall 
promote digital finance literacy program including training of household 
on safe and efficient use of digital financial inclusion tools. 

 Limitation and suggestion for future research 
The limitation of this study includes the method of data collection 
employed by the researcher, such that data collection was restricted to 
North-western Nigeria Only, which limits the generalization of the results. 
Hence future researchers are advice to include all the six regions in the 
country for generalization and policy formulation for the entire nation. 
Also this research employed a cross sectional design; hence future research 
should consider other alternative such as longitudinal research design to 
provide deeper insight over time. 
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