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The role of financial inclusion in achieving finance-related
sustainable development goals (SDGs): a cross-country
analysis

Shen Yap , Hui Shan Lee and Ping Xin Liew

Faculty of Accountancy and Management, Universiti Tunku Abdul Rahman, Selangor, Malaysia

ABSTRACT
Financial inclusion is critical for the achievement of the Sustainable
Development Goals (SDGs). Therefore, as there is a lack of extant
studies linking financial inclusion to the SDGs, this present study
used a panel regression model to examine the individual and com-
bined effects of financial inclusion on the SDGs in selected countries
between 2017 to 2020. As most extant studies have only examined
specific SDGs individually, this present study is the first to examine
the correlation between financial inclusion and finance-related
Sustainable Development Goals (SDGs). The findings indicate that
financial inclusion positively correlates to the 2nd, 5th, and 8th SDGs
but not significantly enough to the 1st, 3rd, 9th, and 10th SDGs.
A significant and positive correlation was also identified between
financial inclusion and sustainable development in its entirety
(finance-related SDG index). As financial inclusion may not directly
affect all the SDGs, the uniqueness of this present study is that it
examines seven finance-related aspects of SDGs, as outlined by the
World Bank. The findings could encourage policymakers to increase
efforts to raise the extent of financial inclusion to enhance the
finance-related SDGs.
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1. Introduction

Globally, many improvements can be observed in financial systems alongside techno-
logical advancements and greater innovation. However, despite these developments, as
many as 1.7 billion people are still excluded from formal financial systems (World Bank,
2017). This may be attributed to their participation in the informal sector (Achugamonu
et al., 2020), which prevents them from accessing affordable and adequate financial serv-
ices. Financial exclusion may hinder sustainable development by limiting access to
financial resources and preventing excluded communities from fully engaging in eco-
nomic activities, thereby perpetuating poverty and inequality as well as severely impact-
ing their social and environmental well-being. Furthermore, the challenges in achieving
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financial inclusion, such as high levels of poverty and inequality, can make it harder for
individuals and communities to save, invest, and build financial resilience, thus making
it more difficult to meet the Sustainable Development Goals (SGDs) (World Bank,
2022). As financial systems around the globe remain far from inclusive, addressing
financial inclusion to realise the SDGs has increased in prominence.

International organisations, such as the World Bank and the United Nations (UN),
play an important role in pushing the financial inclusion agenda. For the World
Bank, one of the core pillars of its sustainable development agenda is to ensure uni-
versal financial access. Therefore, financial inclusion and sustainable development
have become two development objectives with far-reaching beneficial consequences
for society and the environment. As a result, the two agendas have recently received
a lot of attention in the international development community. Recent studies on
financial inclusion and sustainable development indicate that the two notions have
been examined as separate and mutually exclusive views, without the possibility of a
connection between the two (Ozili, 2022). Meanwhile, in the 2030 Sustainable
Development Agenda of the UN, financial inclusion and the resultant expansion of
financial facilities are prominently positioned as a veritable tool towards achieving
seven of the 17 SDGs. These seven SDGs are, more specifically, eradicating poverty
(SGD1), ending hunger and promoting sustainable agriculture (SDG2), promoting
health and well-being (SDG3), achieving gender equality and the economic empower-
ment of women (SDG5), promoting economic growth and jobs (SDG8), supporting
industry, innovation, and infrastructure (SDG9), and reducing inequality (SDG10). As
such, this present study was motivated to examine the correlation between financial
inclusion and the finance-related SDGs.

The focus of SGDs ranges from the environment, to society, and the economy. The
SDG index, a synthetic measure that encapsulates every aspect of sustainable develop-
ment, is the most commonly used measurement tool. Extant studies have only used
indicators that solely capture certain aspects of sustainable development, such as pov-
erty (Burgess & Pande, 2005; Inoue & Hamori, 2012), inequality (De Haan & Sturm,
2017), and growth (Levine, 2005). However, both these measurements had drawbacks
and were deemed unsuitable for this present study as the former was too broad and the
latter was too narrow. To date, no study has examined every finance-related aspect of
the SGDs to provide a comprehensive overview of the correlation and effect of financial
inclusion on sustainable development. Therefore, this present study constructed a novel
finance-related SDG index; an index with a better fit as it covers the seven goals that
previous studies have identified as being potentially driven by financial inclusion.

Does financial inclusion contribute to sustainable development? What happens to
the correlation between financial inclusion and sustainable development when the
seven finance-related SDGs are combined? With these research questions in mind,
this present study examined the impact of financial inclusion on sustainable develop-
ment by incorporating the seven finance-related aspects of SDGs, as outlined by the
World Bank.

The contribution of this present study is threefold. Firstly, the finance-related SDG
index provides a new lens for policymakers, regulators, and academics of a country
to compare their finance-related sustainability to that of their regional peers with
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similar economic and social fundamentals. This could potentially help them identify
methods of improving the financial systems of their country, thereby promoting
greater sustainable development. Secondly, the findings of this present study help pin-
point the influence of financial inclusion on specific SDGs; namely, ending hunger
(SDG2), reducing gender inequality (SDG5), and promoting economic growth
(SDG8). This will enable stakeholders that are interested in improving these specific
goals to formulate policies targeted at the financial sector. It is also noteworthy that
the contribution of financial inclusion is muted for other the goals; specifically, pov-
erty reduction (SDG1), good health and well-being (SDG3), industry, innovation, and
infrastructure (SDG9), and reducing inequality (SDG10). Lastly, by using the finance-
related SDG index which combines the 1st, 2nd, 3rd, 5th, 8th, 9th, and 10th SDGs,
the findings of this present study revealed that financial inclusion positively correlates
to sustainable development in the studied countries. Therefore, financial reforms that
are geared toward making financial service providers more inclusive could help coun-
tries achieve their finance-related SDGs.

The structure of this paper is as follows: The section that follows will review the
literature on financial inclusion measurement and the relationship between financial
inclusion and sustainable development. Section 3 discusses the data, variables, and
methodology used in the study. Section 4 describes the findings and implications of
the study. The final section concludes the paper.

2. Literature review

Ever since the SDG framework was implemented at the beginning of 2016, multiple
models, policies, and guidelines have been developed to bridge the gaps in sustainable
development (Allen et al., 2018; Yikun et al., 2023). Extant studies on sustainability
highly emphasise the role of financial inclusion. The use of different channels to imple-
ment appropriate financial inclusion policies into the existing economic and social
structures of a country may facilitate sustainable development. The correlation between
financial inclusion and sustainable development is exemplified by the economic and
social benefits that financial inclusion imparts on individuals, firms, and a government
in pursuit of sustainability; such as improving earning potential, enhancing the
empowerment of women by encouraging women entrepreneurs, reducing the costs of
transactions, fostering good health, the faster accumulation of funds, and increased use
of digital technologies. These results can be segregated into different dimensions of the
SDGs to provide a clear picture of the correlation between financial inclusion and sus-
tainable development. The following sub-sections present the hypotheses of relevant
articles that have examined the correlation between financial inclusion and specific
aspects of the SGDs; specifically, the 1st, 2nd, 3rd, 5th, 8th, 9th, and 10th SDGs.

2.1. Financial inclusion and poverty reduction (SDG1)

Financial inclusion is a path to long-term poverty reduction through socio-economic
growth (Niaz, 2022). Multiple finance-based studies have used macro-level data at the
state level to examine the correlation between financial inclusion and poverty reduction
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(Burgess & Pande, 2005; Inoue & Hamori, 2012). Burgess and Pande (2005) used state-
level panel data of a rural bank to examine the effect of financial inclusion on poverty
reduction. The study found that the expansion of rural bank branches in India, with the
support of the state government, was conducive to poverty reduction. Another study of
Indian states by Inoue and Hamori (2012) examined the effect of financial inclusion on
poverty. By examining the credit and deposit amounts loaned out and received by
regional commercial banks, the study concluded that financial inclusion is a method of
reducing poverty.

Other studies on the correlation between finance and poverty have used cross-
country data to address this global issue (Honohan, 2008; Tran & Le, 2021; Park &
Mercado, 2015). Honohan (2008) examined the effects of certain financial indicators
on poverty reduction across 162 countries. The results indicated that financial access
negatively correlates with poverty. Tran and Le (2021) reported similarly findings in
developed European countries while Park and Mercado (2015) reported the same for
developing Asian countries. Individuals with access to financial services have greater
security and privacy regarding their money. Therefore, the first hypothesis of this pre-
sent study was:

H1: Financial inclusion significantly affects poverty reduction.

2.2. Financial inclusion and ending hunger (SGD2)

According to Antle and Diagana (2003), sustainable agricultural development is a key
element in combating hunger and environmental deterioration. An inclusive financial
system has recently been recognised as a mechanism that incentivises sustainable agri-
cultural practices by reshaping the agricultural system into models with high special-
isation, concentration, and economies of scale. Cai et al. (2021) found that increasing
credit positively converts smallholder farming systems into larger-scaled agricultural
productions in China. Peng and Xu (2019) similarly found that financial inclusion
and agricultural industrialisation mutually support each other, thereby suggesting that
an inclusive financial system may aid the industrialisation of agricultural production.
Ensuring that smallholding farmers have access to the financial resources that they
require to modernise their agricultural production enables them adopt innovative
technologies in their line of work (Miller & Jones, 2010). As such, higher financial
access may result in investments that facilitate better yields. Therefore, the second
hypothesis of this present study was:

H2: Financial inclusion may significantly affect efforts to end hunger.

2.3. Financial inclusion, health, and well-being (SGD 3)

A part of human development, well-being is understood as a multifaceted phenomenon
that can be assessed by a range of measurements based on subjective and objective crite-
ria (Forgeard et al., 2011). According to Demirg€uç-Kunt et al. (2017), there may be a
positive correlation between financial inclusion, economic growth, and human develop-
ment. Klapper et al. (2016) suggests that financial inclusion improves health by helping
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individuals overcome a health crisis while managing their medical expenses and not
exhausting their savings. According to Zhuang et al. (2009), savings enable households
to enhance their resilience to external shocks, smooth their consumption, build wealth,
and invest in human capital development; such as schooling and medical care. A savings
account enables parents to pay for their children’s admission to a clinic. Out-of-pocket
health care cost is one of the main reasons why many individuals remain stuck in pov-
erty. As most studies have established the importance of financial inclusion in fostering
health and well-being, the third hypothesis of this present study was:

H3: Financial inclusion significantly correlates to good health and well-being.

2.4. Financial inclusion and gender equality (SGD 5)

Staveren (2001) posits that financially-based gender biases are the cause of gender
inequality and further heighten poverty among women. In their study on sub-
Saharan Africa, Ohiomu and Ogbeide-Osaretin (2019) concluded that financial inclu-
sion substantially decreases gender inequality. Access to finance empowers women as
it provides them with decision-making power, boosts their self-esteem, and improves
their overall socioeconomic status (Cheston & Kuhn, 2002). However, Goetz and
Gupta (1996) examined the special credit institutions in Bangladesh and contrarily
reports that, although providing women with access to credit would empower them
economically, financial inclusion does not significantly affect their economic
empowerment as the financial resources of the household are largely controlled by
their husbands. Nevertheless, providing women with greater access to financial serv-
ices and resources will reshape traditional gender expectations as well as enable mod-
ern women to better integrate into modern society with more freedom. Due to these
mixed findings, the fourth hypothesis of this present study was:

H4: Financial inclusion significantly decreases gender inequality.

2.5. Financial inclusion and economic growth (SGD 8)

The changing financial landscape has renewed interest in the existing correlation
between finance inclusion and economic growth. Levine (2005) identified the key fea-
tures of a well-developed financial system as risk management, savings mobilisation,
reduction of transactions and information costs, and specialisation of production. The
financial sector provides borrowers with diverse low-risk and high-return financial tools
to boost economic growth. The financial inclusion index that Van et al. (2021) exam-
ined found that financial inclusion positively affects economic growth in 152 countries.
However, Khan et al. (2021) reported a negative correlation between financial inclusion
and economic growth. Although banking institutions have attempted to reach the poor
by lowering their loan standards with shorter-termed loans, whether financial inclusion
contributes to economic growth depends on the types of financial services offered and
what they decide to do with the money. Therefore, to meet the scholarly arguments
raised in previous studies, the fifth hypothesis of this present study was:

H5: Financial inclusion significantly contributes to economic growth.
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2.6. Financial inclusion and industry, innovation, and infrastructure (SGD 9)

Financial inclusion positively affects innovation as better access to financial services
enables firms with financial limitations to access the financial resources that are neces-
sary to support technological, organisational, and business innovations (Shi et al.,
2019). Financial inclusion innovates the financial system by decreasing the risk and
transaction costs as well as providing an efficient payment system and institutional effi-
ciency. Qamruzzaman and Wei (2019) used the Granger causality test to examine the
asymmetric correlation between financial inclusion, innovation, development, and
remittance inflows in African countries. A bidirectional causality was detected between
financial inclusion and innovation, which indicates that developing the financial sector
encourages innovation in the financial system and vice-versa. Zhang and Posso, (2017)
also found that green growth and eco-innovations may shift industrial structures into
more sustainable patterns while decreasing dependence on traditional energy sources
and creating new business opportunities. However, Lashitew et al. (2019) states that the
demand-related factors of financial inclusion have an insignificant effect on the adop-
tion of mobile money in Kenya. The study also states that the higher adoption of mobile
money innovations was driven by a supportive regulated environment rather than by
latent demand for financial access alone. Therefore, the Kenyan case indicates that the
primary goal of financial inclusion is unattainable without a regulatory climate that
decreases market uncertainties. A proper regulatory climate and effective governance
within the financial inclusion framework are significantly vital for innovation-led sus-
tainability. Therefore, to examine whether financial inclusion supports industries, inno-
vations, and infrastructure, the sixth hypothesis of this present study was:

H6: Financial inclusion significantly supports industry, innovation, and infrastructure.

2.7. Financial inclusion and inequality (SGD 10)

As rising inequality has become a widespread concern, the effect of finance on wealth
and income distribution has become a controversial issue (Omar & Inaba, 2020).
Although some studies indicate a positive correlation between financial inclusion and
inequality, most have reported the opposite. De Haan and Sturm (2017) found that
financial development could decrease social equality while Park and Mercado (2018)
found that, depending on the geographical characteristics, the level of access to
finance decreases income inequality. However, Garc�ıa-Herrero and Tur�egano (2018)
empirically examined whether financial inclusion decreases inequality in income dis-
tribution when key macroeconomic factors; such as economic growth and fiscal pol-
icy; are controlled. Their results validated the Kuznets curve hypothesis, where the
power of financial inclusion to decrease inequality relies on the country’s level of
development. Therefore, the seventh hypothesis of this present study was:

H7: Financial inclusion significantly decreases inequality.

2.8. Financial inclusion and sustainable development (finance-related SDG index)

The SDGs account for economic efficiency, social responsibility, and environmental
protection. In combination, these three elements are considered the pillars of
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sustainable development in an integrated framework. Multiple studies have estab-
lished a significant correlation between financial inclusion and different aspects of
sustainable development. Although practical inferences can be drawn from their find-
ings, examining these aspects alone may confound our understanding of how finan-
cial inclusion correlates with the multifaceted SDGs. To date, no study depicts the
correlation between financial inclusion and the seven finance-related SDGs.

This present study further contributes to the literature by using a broad set of variables
at a cross-country level to examine the individual and overall effects of financial inclusion
on sustainable development. Therefore, the eighth hypothesis of this present study was:

H8: Financial inclusion has a marginally significant correlation with sustainable development.

3. Methodology

3.1. Computation of financial inclusion index (FI index)

As suggested by Sarma (2008), a multidimensional FI index that incorporates three
dimensions: availability, accessibility, and usage of financial services is computed using
an Inverse Euclidean Distance method. The initial dimension index di is calculated for
each dimension of financial inclusion measure. The dimension index measures a coun-
try’s achievement in the specific dimension e.g., access to finance. For dimensions that
include more than one indicator, all the indicators are normalised using Equation (1),
and the dimension index is computed using a simple weighted average, where each
indicator carries equal weights. In n-dimensional Cartesian space, the economy i will be
represented by a point di ¼ (d1, d2, d3, … , dn). A dimension index that has a higher
value indicates higher achievement in the respective dimension. The FI index is meas-
ured by averaging two distances between the worst and the achievement point and the
inverse distance between the ideal and the achievement point.

Equation (1) will first compute a dimension index for each of these dimensions:

di ¼ wi
Ai �mi

Mi �mi
(1)

where Ai¼ Actual value of dimension i, mi¼ Minimum value of dimension i, Mi¼
Maximum value of dimension I, and wi¼ weight attached to dimension i.

After the three dimensions - availability, accessibility, and usage are computed
with same weights assigned to them, the multidimensional financial inclusion index
(FII) for each country is computed using Equation (2).

FII ¼ 1�2

ffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffi
ð1� d1Þ2 þ ð1� d2Þ2 þ ð1� d3Þ2

n

s
(2)

The normalisation is carried out to make the value lie between 0 and 1, and an
inverse distance is used so that a higher FI index value corresponds to higher finan-
cial inclusion. The dataset is obtained from the Financial Access Survey (FAS) of the
International Monetary Fund (IMF). An advantage of this method is that the FI index
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can be computed and presented on a yearly basis to evaluate the performance of
financial inclusion among countries.

The source of data is presented in Table 1.

3.2 7 Finance-related sustainable development goal (SDG) index

Sustainable development is much more complex to measure than other more straight-
forward concepts in economics because its focus spans from the environment and
society to the economy. The most commonly used measurement is the SDG index
computed using the arithmetic mean method, a synthetic measure that encapsulates
every aspect of sustainable development.

The scores for SDG indices were obtained from the Sustainable Development
Report (https://www.sdgindex.org). This report is the first global research to measure
each country’s progress toward meeting the Sustainable Development Goals. As the
scholarly consensus on whether greater weights should be assigned to one SDG over
another has not yet been achieved, this study gives fixed and same weight to every
SDG, mirroring the commitment of governments to treat all SDGs equally as an inte-
grated and non-exclusive set of goals. In other words, countries need to prioritise all
goals instead of ignoring some and focusing only on one to improve their overall
SDG index score. After obtaining the scores for each indicator, the arithmetic mean
is calculated for the indicators of the 7 SDGs. These scores are then averaged across
all 7 SDGs to obtain the overall score for the SDG index. This method presents a
new approach in the literature by focusing on only 7 out of 17 SDGs, which may
result in different dynamics compared to the originally computed index.

3.3. Empirical model

The present study uses panel regression models in a static framework for analysing
the influence of financial inclusion on Sustainable Development Goals as follows:

SDGit ¼ b0 þ b1FIIit þ b2Xit þ eit (4)

where the dependent variable, SDGit represents the respective 7 SDGs and the overall
SDG index that enter Equation (4) separately. The subscripts of i and t refer to country
and year. FIIit represents the FI index and Xit represents a vector of other control

Table 1. Source of data for financial inclusion Index - Availability, accessibility, and usage indicators.
Dimension Indicators Source

Availability (i) Number of deposit accounts with commercial
banks per 1,000 adults

Financial Assess Survey Database
from International Monetary Fund

(ii) Number of loan accounts with commercial
banks per 1,000 adults

(iii) Number of credit cards per 1,000 adults
Accessibility (i) Number of ATMs per 100,000 adults
Usage (i) Outstanding loans from commercial

banks (% of GDP)
(ii) Outstanding deposits with commercial

banks (% of GDP)

Source: Author’s own computation.

8 S. YAP ET AL.

https://www.sdgindex.org


variables, such as INF, which indicates inflation rate; POP, which refers to population
growth; INT, which represents interest rate; and TRADE, which indicates the sum of
exports and imports of goods and services. The data are extracted from the World
Development Indicator provided by the World Bank. eit is the error term. A total of
76 countries were selected and the study period was from 2017 to 2020.

Static panel models were selected, and the suitability of Pooled Ordinary Least
Square (POLS), Random Effect Model (REM) and Fixed Effect Model (FEM) was
determined using the F-poolability test (POLS vs REM), the Breusch Bagan
Langragian Multiplier test (POLS vs FEM) and the Hausman test (REM vs FEM).

4. Results and discussions

4.1. Financial inclusion and seven aspects of sustainable development (SDGs 1,
2, 3, 5, 8, 9 & 10)

Table 2 presents a descriptive summary of the variables. The standard deviation for
the 7 SDGs is quite dispersed around the mean. This implies that the variation in
these seven variables is resilient across our sample countries, and most countries are
at a similar stage of sustainable development. It also suggests that it is empirically
correct to combine these SDGs into a composite index.

A pairwise correlation between the variables of interest was reported in Table 3 to
identify multicollinearity problems in the regression analysis. The coefficients of the

Table 2. Descriptive summary of the variables.
Variables Mean Standard deviation Minimum Maximum

INF 3.256 3.412 �2.093 29.506
INT 6.331 5.317 0.703 38.403
POP 0.868 0.995 �1.718 3.755
TRADE 95.165 58.778 24.319 380.104
FII 0.203 0.109 0.001 0.601
SDG 1 92.341 16.865 3.230 100
SDG 2 58.118 10.401 28.019 83.230
SDG 3 78.914 14.240 30.935 97.892
SDG 5 83.504 12.807 36.718 99.867
SDG 8 70.982 12.795 30.680 95.758
SDG 9 43.814 22.224 6.405 91.655
SDG 10 60.024 26.309 14.565 100

Source: Author’s own computation.

Table 3. Correlations among the variables.
INF INT POP TRADE FII SDG1 SDG2 SDG3 SDG5 SDG8 SDG9 SDG10

INF 1.0000
INT 0.1272 1.0000
POP 0.1200 0.1549 1.0000
TRADE �0.1744 �0.2382 �0.3760 1.0000
FII �0.4740 �0.0771 �0.0686 0.1623 1.0000
SDG1 �0.2405 �0.1134 �0.5177 0.0918 0.2024 1.0000
SDG2 �0.2525 0.0321 �0.5258 0.2631 0.3867 0.4627 1.0000
SDG3 �0.4216 �0.1067 �0.5129 0.2929 0.4453 0.7509 0.6319 1.0000
SDG5 �0.2748 �0.2288 �0.5510 0.2791 0.3806 0.5295 0.5955 0.6982 1.0000
SDG8 �0.4738 �0.2267 �0.4042 0.3053 0.4306 0.3969 0.5979 0.6324 0.5838 1.0000
SDG9 �0.3689 �0.2195 �0.2788 0.3089 0.6811 0.3750 0.6221 0.6607 0.6038 0.6311 1.0000
SDG10 0.0037 �0.2349 �0.4111 0.2174 �0.0812 0.3687 0.3564 0.3384 0.3053 0.3241 0.3351 1.0000

Source: Author’s own computation.
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variables were less than 0.8, thus suggesting an absence of a serious multicollinearity
problem (Gujarati & Porter, 2009). This was also supported by the variance inflation
factor (VIF) value, which was less than 10.

Table 4 shows the main findings from the baseline analysis for SDGs 1, 2, 3, 5, 8,
9, and 10. The F-poolability test, the Breusch Bagan Langragian Multiplier test and
the Hausman test supported the REM as the most suitable model compared to the
POLS and FEM in Models 2 and 4, whereas FEM is the most suitable model for
Models 1, 3, 5, 6, and 7. The findings are interpreted from the best model only.

As seen in Model 1, there was no significant correlation between the financial inclu-
sion index and poverty reduction (SDG1). This finding contradicts the empirical findings
of Omar and Inaba (2020) and Polloni-Silva et al. (2021), which showed that financial
inclusion facilitates poverty reduction. Theoretically, financial inclusion should benefit
low-income individuals as better access to bank accounts should enable them to execute
financial transactions and provides them with a safe repository for their savings.
However, this may not be the case in real-life as poor individuals may not require formal
financial services. Furthermore, financial inclusion may even result in over-indebtedness
as interest rates tend to be higher if one cannot provide collateral. Inoue (2019) reported
that when the Indian private sector practiced financial inclusion, it did not significantly
decrease poverty. According to Gopalan and Rajan (2018), one possible reason could be
that although foreign banks increase access to finance, the financial services are less fre-
quently used. Therefore, financial inclusion may not have significantly decreased poverty
in the studied countries due to the presence of foreign banks.

As seen in Model 2, there was a significant and positive correlation between financial
inclusion and ending hunger (SDG 2). This finding supports the findings of Cai et al.
(2021) and Peng and Xu (2019), which showed that increasing financial access to farm-
ers increases large-scale agricultural production and industrialisation, especially in

Table 4. Baseline estimates of the impact of the financial inclusion index on SDGs 1, 2, 3, 5, 8, 9,
and 10.

FEM REM FEM REM FEM FEM FEM
(1) (2) (3) (4) (5) (6) (7)

VARIABLES SDG 1 SDG 2 SDG 3 SDG 5 SDG 8 SDG 9 SDG 10

Constant 52.91��
(20.77)

49.55���
(3.537)

73.78���
(4.456)

80.38���
(4.677)

100.40���
(23.73)

45.21���
(8.270)

29.97
(27.60)

INF 0.20
(0.319)

�0.21
(0.136)

0.01
(0.0686)

�0.08
(0.230)

�0.56
(0.365)

�0.10
(0.127)

�0.55
(0.562)

INT 1.97�
(1.070)

0.22
(0.203)

0.06
(0.217)

�0.32
(0.265)

�3.21���
(1.154)

�1.04��
(0.402)

�0.86
(1.352)

POP 9.75
(6.191)

�3.56���
(1.108)

0.42
(1.337)

�5.78���
(1.445)

�14.62��
(7.122)

�5.84��
(2.482)

24.96��
(10.57)

TRADE 0.18
(0.221)

0.02
(0.0239)

0.01
(0.0479)

0.01
(0.0304)

�0.09
(0.255)

0.07
(0.0890)

�0.13
(0.298)

FII �0.08
(39.04)

31.50���
(9.328)

�4.76
(8.424)

39.12���
(12.61)

62.23��
(44.86)

�6.59
(15.63)

72.52
(50.06)

Poolability F-test 9.86��� 13.57��� 136.94��� 6.67��� 2.82��� 58.32��� 15.93���
BP LM test 63.31��� 77.35��� 108.61��� 52.12��� 12.86��� 99.82��� 67.44���
Hausman test 20.42��� 3.13 57.53��� 5.46 11.19�� 38.65��� 11.10��
Adjusted R-squared 0.11 0.06 0.01 0.02 0.23 0.19 0.08
F-statistic 1.86 1.34 0.15 1.29 4.46��� 3.63��� 1.35
Wald chi2(8)

Prob> chi2
12.46�� 34.90��� 8.87 38.11��� 48.43��� 37.89��� 5.48

Source: Author’s own computation.
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China, where the agriculture industry is undergoing a rapid revolution. The more finan-
cial resources are available to farmers, the more they invest in machines and products
that increase their yield. At a macro level, higher yields increase overall food production
and directly contribute to the economic growth of predominantly emerging countries,
whose economies largely rely on agriculture.

As seen in Model 3, the coefficient did not indicate a significant correlation
between financial inclusion, good health, and well-being (SDG 3). According to
Bovbjerg and Hadley (2007), access to finance does not necessarily result in better
health and longevity. This contradicts the findings of Sakyi-Nyarko et al. (2022) and
Laha and Sen (2021), who found that financial inclusion increases health and well-
being. One possible explanation for the missing correlation between financial inclu-
sion and health-related well-being could be because other factors; such as a lack of
financial literacy; were not taken into consideration. Therefore, merely possessing a
bank account may not lead to better health but could be a moral hazard as individu-
als may be more likely to engage in risk-taking behaviours.

As seen in Model 4, there was a positive and significant correlation between finan-
cial inclusion and gender equality (SDG 5). According to Robino et al. (2018), finan-
cial inclusion may bridge the gender gap by smoothing consumption, mitigating
financial risks, adequate security and protections, higher savings and investments
return, and fostering entrepreneurship. Providing women with access to more finan-
cial options may contribute to growth as it encourages them to participate in entre-
preneurship. Furthermore, better access and financial services usage not only enable
female-led businesses to grow faster and to be more sustainable but also contributes
to their autonomy, which would enable them to make better decisions that they
would not have otherwise made if they lacked access to financial resources. Ohiomu
and Ogbeide-Osaretin (2019) examined data from sub-Saharan Africa and found that
financial inclusion substantially decreases gender inequality as it provides women
with the financial tools needed to earn an income, build wealth, manage financial
risks, and enhance their participation in the labour market.

Similarly, as seen in Model 5, there was a significant correlation between financial
inclusion and economic growth (SDG 8). Van et al. (2021) used a three-year average
multidimensional financial inclusion index and concluded that there was a positive
correlation between financial inclusion and economic growth.

As seen in Model 6, the coefficient indicated that was no correlation between finan-
cial inclusion and the industry, innovation, and infrastructure (SDG 9). Although finan-
cial inclusion is well known to foster technological innovation and industrial
development, its insignificant impact could be because most of the 50 studied countries
were developing or the least developed countries. As such, access to finance was min-
imal and innovation and development had yet to make a difference. Therefore, the
effect of financial inclusion on innovation and development was negligible. Allard and
Williams (2020), similarly, assert that the effects of financial inclusion on innovation
depend on the development of a country. Lashitew et al. (2019) also found that the
demand-related factors of financial inclusion have a marginal effect on the adoption of
mobile money in Kenya. The study posited that higher adoption of mobile money inno-
vations were primarily driven by a supportive and regulated environment rather than
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delayed demand for financial access alone. Therefore, apart from delivering financial
access, a conducive and regulated climate that is well good governed is important to
decrease market uncertainties and encourage innovation and industrial development.

As seen in Model 7, financial inclusion did not decrease inequality (SDG 10). This
contradicted the findings of De Haan and Sturm (2017) and Omar and Inaba (2020),
which posited that financial inclusion is crucial for decreasing inequality. Unlike extant
studies which used only a group of countries with similar characteristics or develop-
mental stages, this present study used a mixed sample of 50 countries. Therefore, one
possible explanation for this discrepancy could be that the studied countries included
both developing and developed countries which, potentially, decreases the effects of
financial inclusion on inequality among one another. An examination by Ouechtati
(2020) of 53 developing countries, similarly, found that high bank penetration rates and
providing the poor with access to credit can decrease income inequality.

According to the estimation results, the main channels; namely, ending hunger
(SDG2), reducing gender inequality (SDG5), and promoting economic growth (SDG8);
link financial inclusion to sustainable development. This finding was similar to that of
Kuada (2019), which found that inclusive financial services directly affect some of the
SDGs (e.g., SDGs 1, 2, 5, and 8) while their impact on others may not be immediately evi-
dent. The lack of correlation between financial inclusion and some of the SDGs; specific-
ally, SDG 1, 3, 9, and 10; may be attributed to (1) evidence from the literature, (2)
differences in the variables that this present study and previous studies used, and (3)
mediating variables that were not taken into consideration. Furthermore, as sustainable
development is not only directly underpinned by financial inclusion alone, it may exert
its influence via other indirect channels. As sustainable development is a multifaceted
concept that draws on several disciplines; such as including economics, ecology, ethics,
sociology, and political science; it is not enough to look at these SDGs alone to under-
stand the aggregated effects of financial inclusion on sustainable development. Therefore,
this present study developed an SDG index that incorporates indicators from the seven
finance-related SDGs that had been drawn from existing theories and empirical studies.

4.2. The seven finance-related sustainable development goals (SDG) index

The country-specific SDG index considers every indicator of the seven finance-related
SDGs and aggregates them into a composite index to assess the studied countries
(Table 5). The finance-related SDG index helps countries understand the ways in
which finance correlates to sustainable development and formulate national policies
and long-term strategies to achieve the SDGs in the relevant context.

The purpose of this present study was not to compare the 50 countries, which had
different levels of development, but to develop a holistic measure that includes all the
finance-related SDGs. The SDG index score indicates the position of a country, with
worst (0) and the best (100). For example, Belgium’s overall index score (89.5) in
2020 suggested that the country was 89.5% of the way towards achieving its best per-
formance across the seven SDGs (Table 5).

Between 2017 to 2020, Nordic countries; namely Sweden, Norway, Denmark,
Iceland, Finland, and the Netherlands; topped the SDG index. Korea was the only
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Table 5. Aggregated 7 finance-related SGD index from 2017 to 2020.

Country

2017 2018 2019 2020

SDG index Rank SDG index Rank SDG index Rank SDG index Rank

Albania 67.8 42 65.3 48 66.9 45 67.2 45
Algeria 55.4 62 68.0 40 71.5 32 73.5 33
Argentina 71.4 32 68.3 39 69.2 40 71.1 39
Australia 84.1 11 85.2 13 83.3 13 85.2 13
Austria 86.0 8 87.2 10 87.4 8 89.3 8
Azerbaijan 70.5 37 70.1 35 71.1 34 70.4 40
Barbados 68.4 40 66.3 44 64.3 49 62.2 61
Belgium 87.6 6 87.9 8 87.1 9 89.5 7
Bolivia 52.8 67 61.5 58 63.3 53 65.4 51
Brazil 64.0 47 65.5 47 65.2 47 67.6 44
Bulgaria 69.4 39 71.5 33 70.0 39 71.7 37
Cambodia 60.9 55 61.7 57 63.6 51 63.6 57
Chile 68.4 41 69.7 36 71.3 33 74.8 32
China 71.7 31 75.2 25 79.8 17 81.4 19
Colombia 58.1 60 59.4 62 61.4 59 63.0 58
Costa Rica 52.2 68 67.1 43 67.1 44 69.0 41
Croatia 76.9 23 76.5 22 76.3 24 80.0 23
Czech Republic 84.9 9 84.0 15 84.5 12 87.1 12
Denmark 89.3 3 91.4 2 90.1 2 92.0 1
Dominican Republic 60.1 58 59.9 60 63.0 55 64.3 54
Ecuador 61.9 52 61.7 56 63.4 52 66.6 47
Egypt 54.1 63 59.9 61 61.6 58 64.4 53
El Salvador 60.1 57 58.8 65 60.1 61 63.0 59
Estonia 80.4 16 80.6 17 80.1 16 83.8 16
Fiji 70.9 35 75.1 27 71.0 35 66.5 48
Finland 87.6 5 88.5 6 88.2 4 90.0 5
Georgia 63.8 48 64.6 51 63.2 54 65.5 50
Greece 74.6 25 71.5 34 71.7 31 75.5 28
Guatemala 53.1 66 51.4 70 52.3 65 53.5 65
Guyana 61.7 53 58.1 66 50.3 68 52.7 67
Honduras 51.7 69 53.0 67 51.0 66 51.9 69
Hungary 79.1 20 77.6 21 78.1 21 81.2 20
Iceland 86.1 7 90.2 3 87.8 6 88.4 10
Indonesia 61.7 54 59.3 64 60.7 60 62.5 60
Ireland 84.3 10 87.3 9 85.7 10 88.7 9
Italy 80.2 17 79.8 18 80.9 15 83.9 15
Jordan 66.7 44 64.5 52 63.8 50 66.4 49
Kazakhstan 74.1 28 69.3 37 70.2 38 71.3 38
Kenya 49.6 70 51.5 69 46.8 72 52.9 66
Korea 74.4 26 88.4 7 88.8 3 91.3 2
Latvia 76.7 24 77.8 20 78.3 20 79.6 24
Lithuania 78.3 21 75.7 24 73.7 27 76.9 26
Luxembourg 82.5 13 86.3 11 83.0 14 84.9 14
Malawi 32.5 74 36.8 74 37.7 74 39.0 74
Malaysia 70.9 34 72.8 31 70.8 36 76.1 27
Mexico 65.8 46 62.0 55 62.9 56 66.7 46
Moldova 70.6 36 73.2 29 72.0 30 72.5 36
Mozambique 31.7 75 34.0 75 34.8 75 34.4 75
Namibia 41.8 73 44.5 73 45.0 73 46.0 73
Netherlands 89.3 4 89.7 4 87.9 5 90.2 4
Nicaragua 53.3 65 59.3 63 59.6 62 57.4 64
North Macedonia 66.8 43 67.5 42 66.1 46 68.9 42
Norway 89.8 2 89.3 5 87.5 7 89.8 6
Pakistan 53.5 64 49.9 71 49.8 69 50.5 71
Panama 62.4 50 62.6 54 61.8 57 64.1 56
Paraguay 57.3 61 63.8 53 65.1 48 65.3 52
Peru 62.7 49 64.7 50 67.3 43 68.4 43
Philippines 60.4 56 60.3 59 59.6 63 61.0 62
Poland 79.6 19 75.2 26 76.6 23 80.2 22
Portugal 77.3 22 76.2 23 76.9 22 80.3 21

(continued)
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Asian country that significantly improved its position on the SDG index as it leap-
frogged from 28th in 2015 to 2nd in 2020. This indicates that Korea is well on its way
to accomplishing the 2030 Agenda of the United Nations General Assembly. It is also
recognised by Oxfam and Development Finance International (DFI) as the country
that has enacted the most positive policy to decrease inequality and promote better
well-being. Most of the countries in the top 20 were Organisation for Economic Co-
operation and Development (OECD) countries. This indicates that concerted efforts
to provide their people with the basic economic needs and decrease deprivation have
proven fruitful. Although Singapore is Asia’s premier regional hub, it dropped signifi-
cantly in the SDG index and ranked 29th in 2020 compared to 14th in 2017.
Therefore, rapid development and robust economic growth may not necessarily trans-
late to sustainability as the integrated and interlinked social and economic aspects of
an economy need to be comprehensively coordinated. For example, it is possible for
a country to be developed but have high-income inequality.

Developing countries, such as China, Malaysia, and Thailand, significantly
improved their SDG indices. China’s SDG index increased steadily over time, and its
rank rose from 31st to 19th while Malaysia moved from the 34th to 27th spot and
Thailand from 33rd to 30th place. China has used an innovative approach to actively
adopt an important domestic policy that primarily alleviates poverty. It has also
unveiled an urbanisation plan to moderate inequality. The Belt and Road Initiative
(BRI) led by China has proven beneficial and resulted in substantial economic gains
by providing infrastructure support and improving the social well-being of its coun-
terparts in the region (Chatzky & McBride, 2020).

Meanwhile, low-income countries, such as Uganda, Ukraine, and Uzbekistan, had
lower SDG index scores primarily due to the nature of the SDGs, which focuses
mainly on mitigating extreme poverty and increasing access to basic social infrastruc-
ture. Lower-income countries generally record lower economic growth and infrastruc-
ture development. Furthermore, the poverty in these countries increases societal
inequality as women tend to experience higher poverty rates than men and their
rights are unprotected.

Table 5. Continued.

Country

2017 2018 2019 2020

SDG index Rank SDG index Rank SDG index Rank SDG index Rank

Romania 74.4 27 65.9 46 67.6 42 73.0 34
Saudi Arabia 62.2 51 71.9 32 50.7 67 52.3 68
Serbia 72.0 30 73.1 30 75.4 25 78.0 25
Singapore 82.1 14 85.7 12 74.6 26 75.2 29
Slovak Republic 80.6 15 80.7 16 79.0 19 81.8 18
Slovenia 83.4 12 85.1 14 85.6 11 88.1 11
South Africa 48.0 72 49.3 72 47.9 70 51.1 70
Spain 80.0 18 79.2 19 79.6 18 82.2 17
Sweden 91.1 1 91.5 1 90.7 1 91.0 3
Thailand 71.0 33 69.1 38 72.5 29 75.2 30
Trinidad and Tobago 59.6 59 64.8 49 59.6 64 59.7 63
Turkey 69.6 38 67.9 41 70.6 37 72.5 35
Uganda 49.5 71 52.1 68 46.8 71 48.0 72
Ukraine 73.8 29 73.5 28 72.8 28 75.0 31
Uzbekistan 66.3 45 66.0 45 68.5 41 64.1 55

Source: Author’s own computation.
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It is evident that the world is headed towards achieving the SDGs as a total of 59
countries increased their SDG index scores over the examined period while only 17
countries experienced a slight decline. Therefore, many countries have taken the ini-
tiative to adopt and implement SDGs in their developmental policies in line with
their global commitments. Algeria, Bolivia, Costa Rica, Egypt, and Korea have
increased their SDG index scores by more than 10 places. However, the SDG index
highlights that inter-country collaboration is still required to bridge the outstanding
gaps despite the high scores obtained.

4.3. Financial inclusion and sustainable development (finance-related SDG
index)

Table 6 depicts the estimated results of the correlation between the SDG index, finan-
cial inclusion, and other independent variables, which were obtained using the RE
model (Model 3) as the poolability F-test, the Breusch-Pagan Lagrange multiplier test
and the Hausman test indicated that the REM was better suited than the pooled
ordinary least squares (POLS) and the fixed effects model (FEM).

Three variables; namely, the financial inclusion index (banking indicators), inflation,
and population growth; were found to significantly affect sustainable development.
Financial inclusion had a positive correlation with sustainable development, as sup-
ported by Churchill and Marisetty (2020) as well as Niaz (2022). It also contributes to
the economic development of impoverished individuals as well as improves their
income levels and expenditure on necessities, education, and medication. Financial
inclusion is also a promising tool for the promotion of social stability by bridging the
income gap. Dupas and Robinson (2013), similarly, state that financial inclusion signifi-
cantly affects employment, consumption, and production. However, it is noteworthy
that the correlation between financial inclusion and sustainable development of these

Table 6. Effects of financial inclusion on sustainable development (finance-related SDG index).
POLS FE RE
(1) (2) (3)

SDG index SDG index SDG index

Constant 63.96���
(3.071)

68.30���
(8.783)

63.39���
(4.107)

INF �0.64��
(0.248)

�0.26�
(0.139)

�0.32��
(0.130)

INT �0.24
(0.158)

�0.97��
(0.440)

�0.43�
(0.235)

POP �3.92���
(0.870)

�1.27
(2.697)

�3.02��
(1.286)

TRADE 0.01
(0.0177)

�0.01
(0.0906)

0.01
(0.0285)

FII 40.67���
(8.144)

28.87�
(16.91)

37.72���
(10.46)

Poolability F-test 23.39��
BP LM test 87.69���
Hausman test 0.44 0.14 4.07
Adjusted R-squared 0.41 0.41 0.45
F-statistic 19.05��� 19.01��� 21.75���
Wald chi2(8)

Prob> chi2

Note: ���, �� and � denote 1%, 5% and 10% significant level respectively.
Source: Author’s own computation.
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studies cannot be directly compared with that of this present study or between them-
selves as they each used different measures of sustainable development. More specific-
ally, the extant studies only measured a specific aspect of the SDGs while this present
study used an aggregated measure; the SDG index. This present study is the first to use
an aggregated measure of finance-related SDGs. Although the results cannot be directly
compared to that of extant studies, the latter provided a reference that indicated the
potential correlation between financial inclusion and the multiple aspects of sustainable
development.

The negative correlation between interest rates and sustainable development was
insignificant as it was only 10%. This may be because increasing interest rates
increases borrowing costs, decreases disposable income, and limits consumption-
driven growth. People also preferred to deposit their money in the bank than invest
it in more lucrative investment opportunities. Due to lower credit, investing in pro-
duction and infrastructure supports sustainable development. These results, however,
contradicted the findings of Sujianto et al. (2020), who found that economic growth
responds positively to real interest rate increases. Although an increase in interest
rates is expected to discourage borrowers from investing, high interest rates did not
deter Indonesians. Therefore, borrowers are willing to accept whatever limited interest
rates options that the bank offers. The contradictory findings suggest that financial
inclusion may affect the impact of interest rates on sustainable development.

Inflation was found to negatively affect sustainable development by hindering eco-
nomic growth, potentially, because inflation decreases business investments by lower-
ing real interest rates and savings. It also increases the cost of resources in
production and decreases the efficiency with which productive factors are used. Barro
(2013), similarly, found that the new growth theory also indicates a negative correl-
ation between inflation and sustainable growth, possibly, because inflation tends to
decrease the rate of technical change. Lyke and Ho (2019) also reported that inflation
may hinder long-term and short-term sustainable development, in line with the
Friedman-Ball hypothesis. Therefore, higher inflation levels correlate with uncertain-
ties, which hamper the efficacy of the price mechanism and slows economic activities
and development.

This present study also found a negative correlation between population growth
and sustainable development, which was consistent with the findings of G€uney
(2017). It also echoed the findings of the World Bank that sustained and rapid popu-
lation growth intensifies the challenge of ensuring the sustainability and inclusivity of
social and economic development as low- and lower-middle-income countries, which
constituted most of the studied countries, would hardly be able to afford an increase
in public expenditure due to rapid population growth. At times, an expansion in pub-
lic expenditure is necessary to decrease poverty, end hunger, and ensure universal
access to health care systems, formal education, and other social services. Ensuring
sustainable food security is an essential part of the SDGs. An increase in population
size with less agricultural land and a growing strain on natural resources will add to
the challenges of sustainable food security. Cleland and Machiyama (2017) also found
that economic growth in sub-Saharan Africa was buoyant due to its rapidly growing
population and economic pressure. Although population growth translates to a larger
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labour force, in terms of the financial peculiarities of each country, more individuals
will suffer from financial exclusion when the percentage of financial inclusion
remains the same but the population increases.

Conversely, the coefficient of trade openness was positive but not statistically signifi-
cant, which suggests that trade openness did not influence sustainable development.
Inspired by Rodriguez and Rodrik, (2000) who exposed controversy between trade and
development, a study by Ulaşan (2015) concluded that a clear-cut correlation does not
exist between trade and development. However, such a correlation may depend on
many external and country-specific factors. The insignificant effect of trade openness
on sustainable development could be because, although it is known to foster economic
growth, it tends to disproportionately benefit the bottom of the pyramid but not neces-
sarily all the poor in most emerging and developing economies (Dorn et al., 2022).
Driven by outliers, trade openness also increases income inequality in the most
advanced economies. Therefore, any additional trade openness may contribute to cer-
tain aspects of sustainable development but may not have a significant impact when all
aspects of the SDGs are considered.

5. Concluding remarks

Financial inclusion has garnered the attention from scholars from across the globe for
the economic benefits that it brings individuals, businesses, and sustainable growth.
Although extant studies indicate that financial inclusion underlies sustainable develop-
ment, there is a lack of empirical evidence on the finance-related aspects of the SGDs.
While financial inclusion may not directly affect all the SGDs, the novelty of this pre-
sent study was that it covered seven finance-related components of the SDGs, as speci-
fied by the World Bank. Achieving the seven key goals in the 2030 Agenda of the SGDs
creates the conditions necessary for the sustainable development of humankind.
Therefore, the purpose of this present study was to provide nuanced insights into the
correlation between financial inclusion and the achievement of the SGDs.

Due to a lack of complete data on financial inclusion, an inverse Euclidean distance
method was used to develop the financial inclusion index on the ground with the previ-
ous studies. An SGD index was developed by aggregating the proxies of the 1st, 2nd,
3rd, 5th, 8th, 9th, and 10th SGDs, which the World Bank has identified as finance-
related. These two sets of indices and a cross-country analysis were used to re-examine
to correlation between financial inclusion and sustainable development. The findings of
this present study revealed that ending hunger (SDG2), reducing gender inequality
(SDG5), and promoting economic growth (SDG8) were the primary channels through
which financial inclusion correlate to sustainable development. There was a lack of
immediate evidence that indicated that financial inclusion influenced other aspects of
sustainable development; such as poverty reduction (SDG1), good health and well-being
(SDG3), industry, innovation, and infrastructure (SDG9), and reducing inequality
(SDG10). The missing correlation between financial inclusion and these SDGs could be
explained by: (1) evidence from the literature, (2) different between the variables that
this present study used and that of extant studies, and (3) the existence of mediating
variables that were not taken into consideration. Furthermore, as sustainable
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development is not only directly underpinned by financial inclusion alone, other indir-
ect channels could influence it. Therefore, if a government intends to achieve a certain
SDG, it should consider other factors which may affect an SDG; such as institutional
quality, financial literacy, and infrastructure development.

The correlation between financial inclusion and the finance-related SGDs index was
also examined. These findings contribute to a small but growing body of cross-country
literature on the role of financial inclusion in promoting sustainable development. In
line with the findings of recent studies, this present study found that financial inclusion
was an important driver of sustainable development (based on the finance-related SDG
index) in the studied countries (Churchill & Marisetty, 2020; Niaz, 2022). It is suggested
that financial inclusion lays the foundation for progressing towards this set of globally
interlinked objectives. Therefore, financial inclusion should be prioritised when coordi-
nating efforts to achieve the SDGs, be it in developed or developing countries.

This evidence provides important policy implications as the implementation of
financial inclusion in developed and developing countries is deemed an appropriate
strategy for promoting sustainable development. Firstly, financial sector policies that
promote sustainable development should prioritised when developing more inclusive
financial systems that directly benefit the poor and low-income groups by increasing
access to suitable financial services. Secondly, it is critical that countries assign equal
importance to all the SGDs, without any preferences, to achieve sustainable develop-
ment. Prioritising financial services does not remove resources from the other prior-
ities that were set using the SGDs. In fact, financial inclusion helps achieve the SGDs
in its entirety. Thirdly, although the results of this present study indicate that finan-
cial inclusion is a viable policy option for promoting sustainable development, the
level of development of a country should also be taken into consideration.
Policymakers must wisely plan their financial blueprints to make the financial system
not only compelling but also inclusive. Lastly, financial policies alone are insufficient
to achieve sustainable development as some mediating factors may affect the correl-
ation between the two. Therefore, efforts to promote financial inclusion should be
supported by policies that foster financial literacy and enhance infrastructure.

In terms of the theoretical implications, testing the correlation between the
finance-related SDGs, financial inclusion, and sustainable development has resulted in
the development of a new framework that extends the existing models in sustainable
development literature. Integrating individual and aggregated finance-related SDGs in
the correlation has yielded fresh and novel perspectives on the empirical evidence-
based assertions of the theory. Solow’s economic growth theory suggests that sus-
tained economic growth is crucial for achieving the SDGs. Financial inclusion can
contribute to investments; such as capital accumulation, technological progress, and
the growth of the labour force; which would help end hunger, decrease gender
inequality, and promote economic growth. Therefore, Solow’s economic growth the-
ory, financial inclusion, and Sustainable Development Goals are all interrelated and
may be used as a framework that encourages long-term economic growth.

The limitation of this present study is that differences in the literacy rates, religion
status, gender inequality, and natural resources of the regions in Asia, Africa, Latin
America, and Europe were not taken into consideration even though they may affect
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the level of financial inclusion in each country. Furthermore, this present study may
have underestimated the role of other types of financial services; such as pensions or
insurance.

In conclusion, the findings were credible as the variables of interest were consistent
throughout the robustness analyses. Future studies may extend this present study in
many ways. For instance, the role of financial inclusion in sustainable development
could be examined by embedding institutional qualities from political, economic, and
legal perspectives. Furthermore, other mediating factors; such as financial literacy and
infrastructure development; are keys in deciding the path towards sustainable devel-
opment. This is because, to achieve the interlinked goals, access to finance is simply
the beginning. The more enhanced phase will be society’s reaction and behaviour
towards the use of the financial tools to achieve the SDGs. Lastly, other types of
financial services should be taken into consideration as different types of financial
services could have different effects on the studied countries.
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