www.ijhssm.org

¢

International Journal of Humanities Social Science and Management (IJHSSM)
Volume 6, Issue 4, Jul. — Aug., 2026, pp: 555-562

ISSN: 3048-6874

Effect Of Human Capital Development and Financial Inclusion
on Standard of Living; A Comparative Analysis of Nigeria and
Ghana

Joseph Olufemi Ogunjobi!, Olufemi Adebayo Oladipo* Isaac Soledayo
Akinpelumi', Olorunshogo Adeleke Oyeniyi'

! Department of Economics, College of Business and Social Sciences, Landmark University, Omu-Aran,
Nigeria.
2 Department of Accounting, Faculty of Economics and Management, University of Ibadan. Nigeria
Corresponding Author: ogunjobi.olufemi@Ilmu.edu.ng

Date of Submission: 25-07-2026

Date of Acceptance: 07-08-2026

Abstract

This study examined the effect of human capital
development and financial inclusion on the standard
of living in Nigeria and Ghana using a comparative
approach. Specifically, the study investigated the
effect of human capital development and financial
inclusion on the standard of living and compared the
effects between the two countries. Annual time series
data covering the period 2007-2024 were employed,
while the Autoregressive Distributed Lag (ARDL)
model was used for analysis. The findings revealed
the existence of a long-run relationship among the
variables in both countries. The results further
showed that human capital development and
financial inclusion exerted positive and significant
effects on the standard of living in Nigeria in both the
short run and long run. In Ghana, however, human
capital development was significant only in the short
run, while financial inclusion exhibited an
insignificant long-run effect. The study concluded
that human capital development and financial
inclusion contribute to improved living standards,
although their impacts differ across countries. The
study recommends increased investment in human
capital and policies aimed at expanding financial
inclusion.

Keywords: Human Capital Development,
Financial Inclusion, Standard of Living, ARDL.

I. Introduction

Improving the standard of living remains
one of the primary objectives of economic policy in
both developed and developing countries. Standard
of living reflects the welfare and well-being of
individuals and is influenced by various socio-
economic factors, particularly human capital
development and financial inclusion. Human Capital
development encompasses investments in education,

health, skills acquisition and capacity building aimed
at improving productivity and economic welfare. Ita
(2020) argued that economic growth is unsustainable
if it is not accompanied by corresponding
improvements in human capital development.
Similarly, Toluhi, Obansa and Nsonwu (2024)
emphasized that human capital development remains
a necessary path to achieve sustainable development
and improved welfare outcomes in developing
nations. Schultz (1961) posits that investment in
education and health increases productivity and
contributes significantly to economic development.
Olopade et al. (2019) found that human capital
development has a positive impact on poverty
reduction in the long-run on OPEC countries. Hence,
countries that increase their investment in human
capital are more likely to experience sustained
growth in living standards.

Financial Inclusion has also emerged as a
major driver of economic development and welfare
enhancement. The United Nations (2016) defines
financial inclusion as the provision of affordable
financial services to all members of the society,
especially vulnerable populations. Ofosu-Mensah
Ababio et al. (2021), posits that financial inclusion
and human development affects each other, with low
human development contributing to low financial
inclusion and vice versa. Matekenya et al. (2021)
further established that financial inclusion has a
positive impact on human development in Sub-
Saharan Africa.

Despite several reforms aimed at improving
human capital development and expanding financial
services access in Nigeria and Ghana, challenges
relating to poverty, inequality and low welfare
outcome persists. Consequently, there is a need to
examine and compare the effects of human capital
development and financial inclusion on the standard
of living in Nigeria and Ghana.
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The broad objective of the study is to examine the
effect of human capital development and financial
inclusion on the standard of living in Nigeria and
Ghana. The specific objectives are to:
1. examine the effect of human capital
development on the standard of living
in Nigeria and Ghana

ii. examine the effect of financial
inclusion on the standard of living in
Nigeria and Ghana

iil. compare the effects of human capital

development and financial inclusion on
the standard of living between Nigeria
and Ghana.

II.  Literature Review
Conceptual Review

The link between human capital
development and financial inclusion is present in
most of the fundamental development theories. The
Solow’s growth mode (1956), states that savings will
increase the per capita output resulting in an increase
in production. While the Schumpeterian theory
(1912), asserts that a developed and well-functioning
financial sector is required for effective entrepreneurs
in technological innovation to be involved. Also,
Keynes (1937) was of the opinion that the financial
sector is involved in poverty reduction by ensuring
that opportunities are available to the poor to save
through financial intermediaries. Hence, the lower
the poverty level, the higher the human development
rate (Abdelghaffar et al., 2023).

Human capital development encompasses
the collective capabilities of the workforce which
leads to higher productivity in the economy. It
consists of the knowledge, skills and health of the
people to improve their productivity and economic
value. Human development is a crucial aspect for the
development of the economy. Ita (2020) is of the
opinion that economic growth is unsustainable if the
economy is developed but not followed by the same
level of development in the human capital.

The United Nations (2016) report, defines
financial inclusion as the provisions of financial
services at affordable prices in the long run, allowing
the poor take part in economic activities. According
Ofosu-Mensah Ababio et al. (2021), financial
inclusion is a developmental policy priority that helps
eradicate poverty by inducing savings and offering
credit facilities to poor people. It offers people access
to and use of financial services for development,
equality and poverty reduction. The amount of people
and organizations that use financial services and
products is used to estimate voluntary financial
Inclusion while involuntary financial Inclusion is

determined by perceived obstacles in the formal
financial system for individuals that are unable to
participate (Boachie & Adu-Darko, 2024).

Matekenya et al. (2021), financial inclusion
has a positive effect on human development in Sub-
Saharan Africa. Any country that focuses on
increasing accessibility to financial products for their
people would also achieve high level of human
development. This is possible because having access
to financial products increases earning capabilities
which in turn raises living standard by increasing
education, health care and nutrition (Opoku et al.,
(2024).

2.2 Empirical Literature

Barik, Sharma and Lenka (2018), examined
the impact of financial inclusion on individual’s
standard of living in South Asian Association for
Regional Corporation (SAARC) countries for the
perid 2004 to 2015 using Fully Modified Ordinary
Least Squares (FMOLS) and Dynamic Ordinary
Least Square) method. The study indicated that
financial inclusion significantly enhances the
people’s standard of living. It also found that
financial inclusion has a long run relationship with
GDP per capita. Olopade, Okodua, Oladosun and
Asaleye (2019), studied human capital and poverty
reduction in Organization of Petroleum Exporting
Countries (OPEC) member-countries which made
use of a panel fully modified least-squares. The effect
showed that human capital development have a long-
run and positive impact on poverty reduction.

Ofosu-Mensah Ababio, Attah-Botchwey,
Osei-Assibey and Barnor (2021), carried out a
research on financial inclusion and human
development in frontier countries. The generalized
method of moments (GMM) was employed to
analyze the data from a period of 2005 to 2014. The
result showed that human development is a catalyst
for financial inclusion scale-up in banking industry,
which augments the development process. Hence,
low human development causes low financial
inclusion. Ita (2020), examined the human
development in Nigeria. The report focuses on
human development in Nigeria using education, life
expectancy and income. The data was sourced from
the Nigerian HDR reports from United Nations
Development Programme (UNDP), Nigeria Ministry
of Education, World Development Indicators and
Nigeria Bureau of Statistics. The study revealed that
human development in Nigeria is low. It also showed
that the inequality in Nigeria is one of the highest
when compared to other African countries.

Abdelghaffar, Emam, and Samak (2023),
investigated the relationship between financial
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inclusion and human development from a period of
2009-2019. This was achieved by employing
generalized method of moments (GMM). The
findings showed that financial inclusion in low and
lower-middle income countries has higher effect on
human development than n high and upper-middle
income countries. Ifediora et al (2022), studied the
impact of financial inclusiom on economic growth
suing panel data for 22 sub-Sahara African (SSA)
countries from 2012 to 2018. The study makes use of
the system generalized method of moments (GMM)
and the findings indicates that financial inclusion
significantly and positively impacts economic
growth.

Toluhi, Obansa, and Nsonwu (2024),
examined the effect of human capital investment on
sustainable development in selected West African
countries using pooled mean group (PMG) from 2015
to 2022. The research found that a positive
relationship exists between government education
expenditure and sustainable development both in the
short run and long run, while government health was
negatively related to sustainable development in the
short rum and a positive relationship in the long run.
Opoku, Poku and Domeher (2024), investigated the
role between human capital development and its
relationship between financial inclusion and
economic growth in Africa with the use of
generalized method of moments (GMM) to analyze
the data pool from 2005 to 2018. The result suggests
a non-linear relationship between financial inclusion
and economic growth in Africa.

Boahie and Adu-Darko (2024), studied how
financial inclusion affects the growth of the economy
in sub-Saharan Africa from 2010 to 2020. It aimed to
analyse the effect of financial inclusion and human
capital on economic growth. The study concluded
that financial inclusion and economic growth were
positively correlated using the Driscoll Kray error
estimate approach. Ouedraogo and Thiombiano
(2025), the study examined the role of financial
inclusion on human development in West African

Estimation Results and Empirical Findings

Economic and Monetary Union (WAEMU) counties
from 2007 to 2022. This study employed the Newey-
West standard error method and revealed that
financial inclusion positively affects the human
development index.

III. Methodology
Model Specification
The model for this study reveals the effect of human
capital development and financial inclusion on the
Standard of living in Nigeria and Ghana. This study
adopted the work of Beck et al. (2005 & 2006) which
was later used by Ofosu-Mensah Ababio et al.
(2021). This study modifies their model to include
human capital, financial inclusion and GDP Per
capita.
To examine the effect of human capital development
and Financial Inclusion on Standard of living, the
model was specified as GDPPC =
f (FI,HDI,INF,TOP,EXP)
This model can be stated explicitly as;
GDPPC = B0 + B1FI + S2HDI + B3INF
+ fATOP + BEXP +u
Where; GDPPC is Gross Domestic Product Per
Capita: FI is financial inclusion: HDI IS Human
Development Index; INF is Inflation; TOP is Trade
Openness; EXP is Government Expenditure; p is the
error term.

Sources of Data and Description of Variables.
Data for this study were collected from the World
Development Indicators (WDI), International
Financial Statistics Database (IFS) and UNDP
Human Development Reports. The GDPPC is
measured by the annual GDP per Capita Growth
Rate, the F1 by the Financial Inclusion Index, the HDI
by the Human Development Index, INF by the
Annual Consumer Price Index, TOP by Trade as a
percentage of GDP and EXP by Total Government
Expenditure.

Table 1: Nigeria’s Descriptive Statistics

GDPPC FI HDI INF TOP EXP
Mean 1.600130 | 0.488870 | 68.27963 | 9.819686 | 10997210 | 53332.17
Median 2.784138 | 0.490911 | 68.62950 | 9.661064 | 10949960 | 53197.85
Maximum 5.067183 | 0.507519 | 74.43100 | 23.86438 | 20216298 | 75984.10
Minimum -4.018925 | 0.447822 | 61.71200 | 0.686099 | 5043084. | 27440.40
Std. Dev. 2.936141 | 0.017108 | 3.235087 | 5.998386 | 4286733. | 14476.43
Skewness -0.701314 | -1.238581 | -0.219577 | 0.854120 | 0.437560 | -0.100424
Kurtosis 2.304342 | 3.686947 | 2.787415 | 3.379481 | 2.564103 | 2.199754
Jarque-Bera | 1.634203 | 4.405486 | 0.158699 | 2.041393 | 0.637227 | 0.453822
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Probabaility | 0.441710 | 0.110500 | 0.923717 | 0.360344 | 0.727156 | 0.796992
Observations | 16 16 16 16 16 16
Source: Authors’ Computation 2026

Table 2: Ghana’s Descriptive Statistics

GDPPC FI HDI INF TOP EXP

Mean 3.705582 | 0.171035 | 44.44344 | 21.41193 | 73.43103 | 8.937519
Median 3.844231 | 0.168437 | 47.31500 | 15.43592 | 70.03130 | 8.077362
Maximum 11.33704 | 0.232271 | 49.10400 | 84.68347 | 98.17151 | 15.30817
Minimum -1.468308 | 0.133445 | 33.98100 | 8.481070 | 60.75932 | 6.957052
Std. Dev. 3.153323 | 0.025676 | 5.060241 | 19.90138 | 10.72098 | 2.489710
Skewness 0.531787 | 0.562606 | -0.886182 | 2.440838 | 1.125141 | 1.608971
Kurtosis 3.369276 | 3.357879 | 2.328483 | 7.818113 | 3.246974 | 4.303721
Jarque-Bera 0.845036 | 0.929454 | 2.394805 | 31.36332 | 3.416511 | 8.036557
Probabaility | 0.655394 | 0.628307 | 0.301978 | 0.000000 | 0.181182 | 0.017984
Observations | 16 16 16 16 16 16

Source: Authors’ Computation 2026

Table 1 and 2 reveals the summary statistics for Nigeria and Ghana which was carried out to determine
its explanatory and explained variables. From Table 1, GDPPC, FI, HDI, EXP are negatively skewed while INF
and TOP are positively skewed. The Jarque-Bera result shows that all the variables are above the 5% and 10%
significant level. Table 1.2, only HDI is negatively skewed while the Jarque-Bera result shows that INF and EXP
are statistically significant at 5% level.

Table 3: Nigeria’s Correlation Matrix

GDPPC FI HDI INF TOP EXP
GDPPC | 1
FI -0.045529 | 1
HDI 0.743287 | -0.058661 | 1
INF 0.069763 | 0.101878 | 0.370094 | 1
TOP -0.511995 | -0.279745 | -0.867238 | -0.250832 | 1
EXP 0.135615 | -0.597301 | -0.331788 | -0.513334 | 0.564995 | 1
Source: Authors’ Computation, 2026

Table 4. Ghana’s Correlation Matrix

GDPPC FI HDI INF TOP EXP
GDPPC | 1
FI -0.268582 | 1
HDI 0.340488 | -0.854291 | 1
INF 0.034308 | -0.535684 | 0.406121 | 1
TOP 0.405708 | -0.148680 | 0.233843 | -0.372640 | 1
EXP 0.430234 | -0.492378 | 0.481765 | -0.004466 | 0.770029 | 1
Source: Authors’ Computation,2026

Table 3, and 4 shows the correlation matrix between the variables. This is used to determine whether
multicollinearity exists. Multicollinearity is said to exist when the correlation coefficient is above 0.95 (Iyoha,
2004). From the tables above, it can be said that there is no multicollinearity between the variables because they
are below the 0.95 threshold.
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Table S: Unit Root
Nigeria Ghana
Variables | Level | First Difference | Order of Integration | Level | First Difference | Order of
Integration
GDPPC | 0.0003 | - 1(0) 0.1505 | 0.0023 I1(1)
FI 0.4075 | 0.0013 I(1) 0.9756 | 0.0410 I1(1)
HDI 0.0184 | - 1(0) 0.0134 | - 1(0)
INF 0.1237 | 0.0004 I(1) 0.0078 | - 1(0)
TOP 0.9989 | 0.0192 I(1) 0.0141 | - 1(0)
EXP 0.2984 | 0.0505 I(1) 0.0245 | - 1(0)

Source: Author’s Computation 2026

The table above shows the stationarity of
variables using Phillips Perrons test between Nigeria
and Ghana. In Nigeria, the result reveals that Gross
Domestic Product Per Capita (GDPPC) and Human
Development Index (HDI) were stationary at level I
(0) while Financial Inclusion (FI), Government
Expenditure (EXP), Inflation (INF) and Trade
Openness (TOP) were stationary after first difference
I (1). In Ghana, the Human Development Index
(HDI), Inflation (INF), Trade openness (TOP) and

ARDL Bounds Test for Co-integration

Government Expenditure (EXP) are stationary at
level I (0) while Gross Domestic Product Per Capita
(GDPPC) and Financial Inclusion (FI) are stationary
after first difference I (1). The unit root results
combine I (0) and I (1) stationarity, hence, this study
adopted the Auto Regressive Distributed Lag
(ARDL) model for further analysis. The further
analysis was done in accordance with the research
objectives.

Table 6. Nigeria

F-statistics Significance 1(0) I(1)
3.786179 10% 2.26 3.35
5% 2.62 3.79
2.5% 2.96 4.18
1% 341 4.68
Source: Author’s Computation. 2026

Table 7. Ghana
F-statistics Significance 1(0) I(1)
3.508649 10% 2.26 3.35
5% 2.62 3.79
2.5% 2.96 4.18
1% 341 4.68

Source: Author’s Computation, 2026

The bounds test was adopted to examine the
presence of co-integration among the variables.
Tables 6 and 7 above show the presence of co-
integration 10% significance level. This is because

the F-statistics exceeds the lower (I (0)) and upper (I
(1)) bounds level. This reveals that there is a long-run
relationship between GDP Per Capita, Financial
Inclusion and Human Development Index.

Model Estimates
Table 8: Nigeria
Variable Coefficient Std. Error t-statistics Prob.
D(FD) 102.533481 29.265550 3.503556 0.0248
D(HDI) 1.434374 0.587618 2.440997 0.0711
D(INF) -0.346651 0.131086 -2.644452 0.0573
D(TOP) 0.000001 0.000000 3.622721 0.0223
D(EXP) 0.000060 0.000046 1.305925 0.2616

DOI: 10.35629/6874-0604555562

| Impact Factor value 7.52 | ISO 9001: 2008 Certified Journal = Page 559



9

International Journal of Humanities Social Science and Management (IJHSSM)
Volume 6, Issue 4, Jul. — Aug., 2026, pp: 555-562
www.ijhssm.org

ISSN: 3048-6874

| CointEq(-1) | -1.717312 [ 0.331192 | -5.185243 | 0.0066 |
Source: Author’s Computation; 2026
Table 9. Long Run Coefficients
Variable Coefficient Std. Error t-statistics Prob.
FI 138.809707 20.199585 6.871909 0.0023
HDI 2.714496 0.284809 9.530936 0.0007
INF -0.351255 0.100431 -3.497481 0.0250
TOP 0.000001 0.000000 6.854680 0.0024
EXP 0.000035 0.000028 1.241240 0.2823
Source: Author’s Computation, 2026
Table 10: Ghana
Variable Coefficient Std. Error t-statistics Prob.
D(FD) -158.678783 65.652272 -2.416958 0.0730
D(HDI) 3.658284 1.573458 2.324997 0.0807
D(INF) 0.099191 0.112515 0.881579 0.4278
D(TOP) 0.158264 0.139757 1.132424 0.3207
D(EXP) 0.570042 0.541860 1.052011 0.3521
CointEq(-1) -1.191784 0.267591 -4.453753 0.0112
Source: Author’s Computation. 2026
Table 11. Long Run Coefficients
Variable Coefficient Std. Error t-statistics Prob.
FI -26.041707 76.235558 -0.341595 0.7498
HDI -0.582313 0.304772 -1.910650 0.1286
INF 0.028303 0.119759 0.236335 0.8248
TOP -0.118640 0.163354 -0.726275 0.5079
EXP 0.478310 0.459130 1.041773 0.3563

Source: Author’s Computation. 2026

IV.  Discussion of Findings

Tables 8 and 9 reveal the results from the
ARDL Cointegrating and long run form to achieve
the objectives of this study. The error correction term
Nigeria and Ghana are negative and statistically
significant at 5% critical level; that is -1.7173, 0.0066
and -1.191784, 0.0112.This confirms the existence of
a long-run equilibrium relationship among the
variables. ~ The  coefficient  suggests  that
approximately 171.7% and 119.2% of deviations
from equilibrium are corrected within one period
before converging back to the long-run equilibrium
path.

In Nigeria, human capital had a positive and
significant effect at level 10% on standard of living.
This implies that a unit increase in human capital will
result in a 1.43 unit increase in GDP per capita. This
suggests that investments in education and skills
acquisition produces immediate improvements in
welfare and living standard. In the long-run, human
capital remains positive and significant. Thus,
sustained investment in human capital significantly

improves the standard of living in Nigeria over time.
These results are consistent with the findings of
Olopade et al. (2019) and Toluhi et al. (2024).

In Ghana, (Tables 10 and 11) the coefficient
of human capital in the short-run is 3.658 with a
probability value of 0.0807, indicating a positive and
statistically significant effect at 10% level. However,
the long-run coefficient becomes negative (-0.58) and
insignificant (0.01286). This suggests that increased
human capital development contributes positively to
the standard of living in Ghana in the short-run but
this is not sustainable in the long-run. This findings
agrees with Opoku et al. (2024), who argued that
developmental impact of human capital varies across
countries due to differences in institutional quality,
labour market conditions and economic structures.
This result also supports the studies that investment
in education and skills do not automatically lead to
sustained welfare unless accompanied by supportive
economic policies.

Financial inclusion in Nigeria had a positive
and significant effect in the short run. The result
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shows that a unit increase in financial inclusion leads
to a 102.53 unit increase in GDP per capita at it is
statistically significant at 5%. The long-run reveals
that the effect remains positive at 138.80 and
statistically significant at 0.0023 percent. This
implies that increase access to financial services
significantly improves the standard of living not just
in the short-run but over time. Barika et al. (2018) and
Ifediora et al. (2022), findings are in line with this
result.

The effect of financial inclusion in Ghana is
negative and statistically significant at 10% in the
short run and insignificant in the long-run. This
indicates that increased financial; inclusion may
reduce the standard of living and it doesn’t have any
major impact in the long-run. This may be as a result
of unequal access to financial services, high
borrowing  costs or inefficient financial
intermediation. This result is supported by Opoku et
al. (2024), who found that the effect of financial
inclusion in Africa is heterogeneous ad country-
specific.

In Nigeria, inflation exerts a negative effect
and is significant at the 10% level in the short-run,
while in the long run, inflation remains negative and
statistically significant at 5%. This suggests that
rising prices reduce purchasing power and worsen
living standards. In Ghana, inflation exerts a positive
but statistically insignificant effect in both the short
run and long run. This indicates that inflation does
not significantly influence the standard of living in
Ghana during the study period.

Trade openness has a positive and
significant effect in the short and long run in Nigeria.
This implies that increased integration into
international trade improves living standards. In
Ghana, trade openness exerts a positive but
insignificant effect in the short run and a negative but
insignificant effect in the long run. This suggests that
trade openness does not significantly influence
welfare outcomes in Ghana during the study period.

In Nigeria, government expenditure exhibits
a positive but statistically insignificant effect in both
the short run and long run. This indicates that
government spending does not significantly improve
the standard of living during the period under study.
Government expenditure in Ghana also shows a
positive but statistically insignificant effect in both
the short run and long run suggesting limited
effectiveness in translating public spending into
welfare improvements.

V.  Conclusion and Recommendations
This study examined the effect of human
capital development and financial inclusion on the

standard of living in Nigeria and Ghana using annual
data and the Autoregressive Distributed Lag (ARDL)
approach. The findings reveal that Nigeria
experienced stronger and more persistent effects of
both human capital development and financial
inclusion on the standard of living than Ghana. While
human capital development and financial inclusion
were both positive and significant in Nigeria in the
short and long run, Ghana only exhibited short-run
significance, with the long-run effects becoming
statistically  insignificant. Overall, the study
established that human capital development and
financial inclusion contributed more significantly to
improvements in the standard of living in Nigeria
than in Ghana during the period under review. The
following recommendations emanates from the
findings of the study which are;

. The governments of Nigeria and Ghana
should increase investment in Human
Capital Development.

ii. Financial institutions and policymakers

should implement policies that promote
wider access to affordable financial
services.

iil. Improvements  of  institutional  and
regulatory frameworks by the government
to ensure that investments in human capital
and financial inclusion translates into
sustained improvements on standard of
living.
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