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Abstract: Education is an eye-opener and as such, expenditures on education, either by government or private 

individuals, are expected to expose people to new frontiers of knowledge and ability. In a digital era that we are, 

digital financial literacy is part and parcel of the package called education but the extent to which government 

expenditures on education have affected (improved or discouraged) the usage of digital financial services is a 

burning issue of concern to researchers, policy makers, educationists and the public at large. In this study, an attempt 

was made to examine the impact of government educational expenditure on the usage of digital financial services in 

Nigeria between 2009Q1 and 2019Q4. Using Vector Autoregression (VAR) technique and correlation test, this study 

establishes the existence of a positive and strong correlation between government educational expenditure and digital 

financial services in Nigeria but the impact of the former on the latter, though positive but was statistically 

insignificant in the period of the study. It is concluded that government educational expenditure in Nigeria has not 

made significant impact in promoting the usage of digital financial services in the country despite the positive 

association between the two. It is therefore recommended that Nigerian Government should see to the creation of a 

special educational fund for digital financial literacy. Digital financial literacy should also form part of the 

compulsory courses/subjects in all schools, colleges and universities just like the way entrepreneurship education is 

in Nigeria. 

Keywords: Digital Finance, Digital Financial Services, Digital Financial Literacy, Education, Government 

Expenditure, Public, Special Funds, Nigeria. 
 

1. Introduction 
The positive roles of education in national socio-economic development, individual socio-economic 

empowerment and poverty reduction has been emphasized in literature (Ubogu and Money, 2018). For 

instance, education has been argued to directly benefit the educated individuals and their future income is 

made better off as a result (Dauda, 2011). The author reiterates that a well-educated workforce enhances 

the nation’s stock of human capital and productivity. Considering the significance of educational industry, 

it is clear that education is a big project that cannot just be left in the hands of private individuals for 

funding and hence the involvement of the public sector (government) in the funding of education. Thus, 

government’s role is key in ensuring equitable distribution of educational opportunities to the entire 

population in a country (Dauda, 2011). Government funding of education is normally geared towards 

improving peoples’ requisite knowledge, skills and capacity in order to enhance the quality of life and 

increase productivity (Ubogu and Money, 2018). Adequate funding for education is essential in that it 

helps to maintain a productive labour force for technological growth and human capital development 

through education (Frank, 2017). As part of education, financial education which relates to proper 

understanding and knowledge of finances money and money matters (Norman, 2010) is expected to be 

improved by the quantum and quality of investment in the educational sector, a case in point is 

government expenditure on education. However, in Nigeria, investment in expenditure on education has 

been low, unstable and inadequate relative to the demand for formal education (Irughe  et al., 2020). 

Digital finance involves the provision of financial services like insurance, payments, remittance, 

savings, credit, pension, capital market products and services, and other financial products and services to 

customers using digital channels personal computers, telephones, automated teller machines (ATM), point 

of sale (POS), and smartcards and other digital channels which are enabled essentially by the use of the 

internet (Babarinde, 2022). Digital finance is important in that it reduces cost of financial services, 
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enhances financial inclusion and promotes innovation performance of enterprises (Jiang and Ma, 2022). 

Furthermore, it also facilitates capital flows from rich to poor countries (Okoyeuzu and Isa, 2020). Since, 

usage of digital financial services entails the application of digital channels like POS, ATM, mobile 

banking, web/online banking, it therefore implies there is a level of understanding and knowledge 

required of people to use these channels. The requisite knowledge is got via education and it is when 

education is properly funded that the needed digital financial literacy to enhance usage and adoption of 

digital financial services could be promoted.  

Empirically, to date, very little research has been conducted on the impact of government 

educational expenditure on the usage of digital financial services, particularly in a developing country like 

Nigeria. For instance, Li  et al. (2022)explored the impact of digital inclusive finance on rural human 

capital accumulation regional in China. Also, Liu  et al. (2021) examined the determinants of digital 

financial inclusion development in China. Nguyen  et al. (2020) identified the determinants of Vietnamese 

consumers’ behavioural intention to adopt digital banking. Lyons  et al. (2020) investigated the impact of 

financial and digital literacy on resilience-building financial behaviors in South Asian and Sub-Saharan 

African countries. In another study, Qian (2019) investigated the factors influencing the use of digital 

finance platform in China.  Likewise, Anane and Nie (2022) examined the determinants factors of digital 

financial services adoption and usage level in Ghana. Lema (2017) also investigated the factors 

influencing the adoption of mobile financial services in Tanzania. Also, Okoyeuzu and Isa (2020) 

investigated the nexus between digital finance and foreign investment in Nigeria. Despite the fact that 

several studies have examined the impact of government expenditure on economic growth both locally 

and internationally (Yerima  et al., 2022), Villela and Paredes (2022), Irughe  et al. (2020), Ayeni and 

Omobude (2018), Urama  et al. (2018), Frank (2017), there is still dearth of empirical studies on the 

impact of government educational expenditure on the usage of digital financial services, particularly in a 

developing country like Nigeria. This makes this current study timely and relevant in filling up the 

empirical lacuna in literature. 

Therefore, this study is one the pioneer studies that empirically examined the impact of government 

educational expenditure on digital finance in Nigeria. To this effect, quarterly time series data from 

Central Bank of Nigeria (2021)’s statistical bulletin for 11 years (2009Q1 and 2019Q4) were used to 

estimate the impact of educational expenditure on the usage of digital financial services in Nigeria. The 

quarterly data were analyzed using Vector Autoregression (VAR) and correlation techniques. The 

findings of this study show the existence of a positive and strong correlation between government 

educational expenditure and digital financial services in Nigeria. Also established in this study is an 

evidence of positive non-significant impact of government educational expenditure on the usage of digital 

financial services in Nigeria in the period of the study.  

The paper is organized as follows: in addition to this introduction, section two focuses on literature 

review. Section three gives an overview of the research methodology while section four deals with results 

and discussion of findings. Finally, section five summarizes the findings, provides the conclusion and 

recommendations. 

 

2. Literature Review 
2.1. Conceptual Review 

Digital finance has been conceptualized as the provision of financial services via mobile 

telecommunications, personal computers, the internet or bank cards using digital payment systems (Solarz 

and Adamek, 2022). In other words, digital financial services are financial services like payments, 

remittances, and credit accessed and delivered through digital channels, including via mobile devices 

(Agur  et al., 2020). Statistics reveals that the total value of digital financial services transacted in 2009 

was 645.05 billion Naira but in 2021 it has skyrocketed to 167,014.33 billion Naira (Central Bank of 

Nigeria [CBN], 2021). This implies that relatively, there is an increase in the usage of digital financial 

services in Nigeria in the period of this study.  

Government executes certain functions and activities and these activities have financial cost 

implications and one of such is the investment in education. Government expenditure involves payment 

for public goods and services, investment in material and human capital as well as transfers (Yerima  et 

al., 2022). For instance, according statistical facts from Central Bank of Nigeria (2021), in Nigeria, 

Federal Government recurrent expenditure on education as at 2009 stood at 137.12 billion Naira and it 

increased to 593.33 billion Naira in 2021. Likewise, the total capital expenditure of the federal 

government on social and community services which was 144.93 billion Naira in 2009 became 264.69 

billion Naira in 2021. Further statistics reveals 354.19 billion Naira as the Federal Government of 
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Nigeria’s recurrent expenditure on social and community services in 2009 but the figure increased to 

1,393.56 billion Naira in 2021. Moreover, in 2009, the Federal Government’s recurrent expenditure on 

health was 90.20 billion Naira but the value in 2021 stood at 388.37 billion Naira (CBN, 2021). A cursory 

examination of both government educational expenditure and digital financial services in Nigeria between 

2009 and 2019 suggests a concurrent upward trend.  

 

2.2. Theoretical Review 
This study reviewed two basic theories: Technology Acceptance Model and the theory of Human 

Capital. The Technology Acceptance Model (TAM) as postulated by Davis (1989) relates to factors 

affecting a user’s adoption of a new technology, system, product or service. To the theorist, the user’s 

intention to use a new technology, system, product or service is determined by the user’s beliefs about the 

technology, system, product or service. The duo beliefs discounted in the model are perceived ease of use 

and perceived usefulness. Hence, digital financial services, a relatively new service, is theoretically 

postulated to be affected by the user intention to use the service and their belief about the entire digital 

financial system or eco-system.  

The Human Capital theory as postulated by Schultz (1961) and popularized by Becker (1964) 

considers investment in human beings in form education, training and health expenditure which enhance 

both individual and national productivity and growth, as a stock of human capital. Some of these 

investments include expenditures on education, health, training and development. These investments are 

geared towards boosting the productive capacity of the individual for economic development. Thus, this 

study is underpinned by the Human Capital theory in that it considers government educational expenditure 

as an investment in education which is expected to enhance individual ability, knowledge, skills and 

competence in the usage of digital financial services.  

 

2.3. Empirical Review 
Empirically there is relatively few empirical studies on the subject matter of government 

educational expenditure and digital finance nexus. However, some related studies are reviewed hereunder. 

Yerima  et al. (2022) examined the impact of government expenditure on economic growth in Nigeria 

between 1986 and 2020 using structural Vector Auto-regression (SVAR) model and the pair-wise Granger 

causality test. The study found among others, that government expenditure on health and education had an 

insignificant impact on economic growth in Nigeria. 

In another study, Li  et al. (2022) applied Generalized Moment Method (GMM) to the analysis of 

the impact mechanism and differences of digital inclusive finance on rural human capital accumulation in 

China from 2011 to 2020. The study indicates that usage of digital inclusive finance significantly 

enhances the accumulation of rural human capital with the effect greater in the Northeast than that in the 

Central, Western and Eastern regions of China. It was also found by the study that the impact of the depth 

of digital inclusive finance usage on rural human capital accumulation is limited in Central China.  

Anane and Nie (2022) investigated the determinants factors of digital financial services adoption 

and usage level in Ghana using logit model. The study established that effort expectancy, awareness, 

facilitating conditions, transaction cost, security and privacy, and self-efficacy positively influenced 

digital financial services adoption in Ghana. 

Villela and Paredes (2022) examined the nexus between public expenditure on education and 

human capital on economic growth in Honduras from 1990 to 2020, using the instrumental variables (IV) 

method. The study found no correlation between public expenditure for education and economic growth 

and human capital does not have significant effect on economic growth. 

Omodero and Okafor (2021) analyzed the effect of digital financing instruments such as ATMs, 

point-of-sale terminals, and web-based or internet-based payments on tax collection in Nigeria from 2006 

to 2019. From the multiple regression analysis, the study found that that only ATM has a significant 

influence on tax income in Nigeria. 

Liu  et al. (2021) employed fixed-effect model and panel threshold technique in the investigation of 

the differences in the determinants and mechanisms of digital financial inclusion development between 

urban and rural areas in China from 2014 to 2019. The study indicates that the industrial economy and 

governmental intervention are the common determinants of urban and rural digital financial inclusion 

development. Furthermore, secondary education was found to be a determinant of rural digital financial 

inclusion development, but this was absent in urban areas.  

Nguyen  et al. (2020) investigated the determinants of Vietnamese consumers’ behavioural 

intention to adopt digital banking. The study found that performance expectancy, effort expectancy, 
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hedonic motivation, habit, and trust significantly and positively influence the behavioural intention to 

adopt digital banking services in Vietnam. The study also submits that the three significant factors 

capturing the usage intention are intention of adoption services, habit and facilitating conditions.  

Okoyeuzu and Isa (2020) examined effect of foreign investment on digital finance in Nigeria. Using 

Autoregressive Distributed Lag (ARDL) technique, the study found that foreign portfolio and foreign 

loans have positive effect on digital finance unlike foreign direct investment which did not significantly 

affect digital finance in Nigeria. 

Lyons  et al. (2020) evaluated the impact of financial and digital literacy on resilience-building 

financial behaviors in seven South Asian and Sub-Saharan African countries. From the Probit models, the 

study shows that both financial and digital literacy have significant effect on building inclusiveness and 

financial resilience.  

Irughe  et al. (2020) examined the impact of education on economic growth in Nigeria for the 

period 1970–2013 using Fully Modified Ordinary Least Square (OLS) and Dynamic OLS approaches. 

According to the study, education was found to have positive impact on growth in Nigeria.   

Ayeni and Omobude (2018) investigated educational expenditure and economic growth nexus in 

Nigeria between 1987 and 2016 using ARDL technique. The study concluded that the impact of 

educational expenditure on real Gross Domestic Product is mainly a function of the expenditure type in 

Nigeria.  

Qian (2019) evaluated determinant of the use of digital finance platform in the management of 

personal finance and its consequences on rural residents in China using partial least squares structural 

equation modelling (PLS-SEM). The result of the study indicates that performance expectancy, effort 

expectancy and facilitating conditions positively influence the use of digital finance platform among rural 

residents in China.  

Urama  et al. (2018) studied the impact of capital and recurrent public education expenditure on 

economic growth in Nigeria using OLS regression and Granger causality test for the period, 1981-2016. 

The study concludes that capital and recurrent education expenditures have positive and significant impact 

on economic growth in Nigeria.  

Lema (2017) examined the determinant factors influencing the adoption of mobile financial services 

in the unbanked population of Tanzania using Structural Equation Modelling (SEM) and multiple 

regression analysis. The study found that perceived usefulness, perceived cost and social influence had a 

significant influence on the adoption of mobile financial services unlike perceived ease of use, perceived 

risk and perceived trust which had an insignificant influence on the adoption of mobile financial services 

in the country.  

Frank (2017) examined the impact of education expenditure on economic growth in 179 countries 

from 1970 to 2014. From General Least Squares regression, the study reveals that education expenditure 

has positive effect on growth.  

Ogbole and Aladejare (2015) studied the effect of educational funding on the welfare of Nigerians 

using OLS regression and granger causality techniques between the period of 1977 and 2012. The study 

found the existence of a unidirectional causality running from recurrent expenditure to GDP per capita. 

The impact of recurrent expenditure on education was found to be significant on welfare of Nigerians 

unlike capital expenditure on education that could not significantly explain welfare of Nigerians in their 

study. 

In sum, there is no study known to the researcher that have examined the impact of government 

educational expenditure on the usage of digital financial services in Nigeria despite the numerous studies 

on the impact of government educational expenditure on economic growth both locally and 

internationally. The relatively few studies carried on the subject matter of impact of government 

educational expenditure on digital finance were carried out in foreign countries like China Li  et al. 

(2022).Also, studies carried on the determinants of digital financial inclusion development in countries 

like Anane and Nie (2022) in Ghana; Liu  et al. (2021), and Qian (2019) in China; Nguyen  et al. (2020) 

in Vietnam; and Lema (2017) in Tanzania failed to consider government educational expenditure in their 

studies. 

 

3. Methodology 
The study aims to examine the impact of government educational expenditure on the usage of 

digital financial services in Nigeria between 2009 and 2020 using quarterly data. Ex-post facto research 

design was adopted in the study and as such secondary data were obtained from Central Bank of Nigeria 

(2021)’s statistical bulletin.  
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In model estimation procedures, first, descriptive statistics like mean, minimum, maximum and 

others were first computed. Thereafter, the Pearson correlation test was performed on the time series data 

to determine the relationship between government educational expenditure and the usage of digital 

financial services. Then, the assumption of the stationarity nature of the financial time series was tested 

using Phillips-Perron unit root (PP) test. Also, performed was cointegration test to verify long-run 

relationship (if any) between the variables studied. Johansen cointegration test approach was used for this 

purpose. Moreover, Vector Autogression (VAR) technique was applied to the non-cointegrating I(1) 

series in order to ascertain the impact of government educational expenditure on the usage of digital 

financial services in Nigeria. In addition, variance decomposition analysis was conducted to determine the 

amount of contribution of digital financial services to variation in its itself as well as the contribution of 

government educational expenditure and other variables to the innovation in digital financial services in 

Nigeria.  

In terms of model specification, the relationship between digital financial services and government 

educational expenditure on education is mathematically expressed follows in equation (1). 

 

                                                                            ( )  
 

Generally, the model in equation is transformed into a VAR model using the mathematical 

representation in equation (2).   
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Econometrically, the VAR models are expressed in equations (3.1) to (3.5):  
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Where, DIGFIN=Digital finance; GREEDU= Federal Government recurrent expenditure on 

education; GREHE= Federal Government recurrent expenditure on health; GRESCS= Federal 
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Government recurrent expenditure on social and community services; GCESCS= Federal Government 

capital expenditure on social and community services;      to    =innovations; and    to    are the 

intercepts of the VAR equations. 

 

4. Results and Discussion 
4.1. Data Presentation 

The data on Federal Government of Nigeria’s recurrent expenditures on education, health, and 

social and community services as well as capital expenditure on social and community services (₦' 

Billion) are presented in Table 1. 

 
Table 1. Data on Federal Government of Nigeria’s recurrent expenditures on education, health, and social and 

community services as well as capital expenditure on social and community services (₦' Billion) 

Years DIGFIN GREEDU GREHE GRESCS  GCESCS 

2009 645.05  137.12 90.20 354.19 144.93 

2010 444.13  170.80 99.10 550.90 151.77 

2011 1,671.35  335.80 231.80 785.44 92.85 

2012 19,646.80  348.40 197.90 790.06 97.40 

2013 28,332.31  390.40 180.00 844.10 154.71 

2014 38,950.54  343.75 195.98 774.77 111.29 

2015 43,688.85  325.19 257.70 807.59 82.98 

2016 59,330.25  339.28 200.82 775.55 68.80 

2017 99,292.34  403.96 245.19 931.68 167.66 

2018 133,865.98  465.30 296.44 1,083.73 203.42 

2019 167,014.33  593.33 388.37 1,393.56 264.69 

Unit Billion Naira Billion Naira Billion Naira Billion Naira Billion Naira 
Source: Central Bank of Nigeria (2021)’s statistical bulletin. Note: DIGFIN=Digital finance; GREEDU= Federal 

Government recurrent expenditure on education; GREHE= Federal Government recurrent expenditure on health; 

GRESCS= Federal Government recurrent expenditure on Social and community services; GCESCS= Federal 

Government capital expenditure on Social and community services. 

 

4.2. Descriptive Statistics 
The descriptive statistics of the variables of the study are presented in Table 2. 

 
Table 2. Descriptive Statistics 

 DIGFIN GREEDU GREHE GRESCS GCESCS 

 Mean  13474.59  87.57578  54.17043  206.6263  35.01109 

 Maximum  41753.58  148.3332  97.09178  348.3900  66.17263 

 Minimum  111.0325  34.27900  22.55000  88.54650  17.20008 

 Std. Dev.  13609.07  30.06326  20.28330  64.10277  14.03833 

 Skewness  0.901200  0.032491  0.342830  0.412093  0.777570 

 Kurtosis  2.540528  3.085502  2.992181  3.599280  2.905443 

 Jarque-Bera  6.342893  0.021144  0.862016  1.903767  4.450231 

 Probability  0.041943  0.989484  0.649854  0.386013  0.108055 

 Observations  44  44  44  44  44 
  Source: Author’s computation using Eviews 10.  

 

Descriptive statistics (in Table 2) shows the value of digital finance transactions in Nigeria between 

2009Q1 and 2019Q4 to have a mean of ₦13474.59billion and it ranges between a quarterly minimum of 

₦111.0325billion and a maximum of ₦41753.58billion. Since the standard deviation of the series 

(13609.07) exceeds its mean, digital finance could be described as been relatively volatile around its 

average value in the period of this study. The Jarque-Bera test of normality attests to the normality of 

digital finance at one percent. Within a range of 34.27900 and 148.3332, government recurrent 

expenditure on education (GREEDU) recorded an average value of 87.57578. The variable (GREEDU) 

does not display wide dispersion around its mean just like other variables (government recurrent 

expenditure on health, government recurrent expenditure on Social and community services, and 

government capital expenditure on social and community services). GREEDU is normally distributed just 

like government recurrent expenditure on health(GREHE), government recurrent expenditure on social 
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and community services (GRESCS), and government capital expenditure on social and community 

services (GCESCS). 

 

4.3. Correlation Analysis 
The study conducted correlation analysis via Pearson correlation technique and result is presented in 

the form of matrix in Table 3. 

 
Table 3. Correlation Matrix 

  DIGFIN  GREEDU  GREHE  GRESCS  GCESCS  

DIGFIN  Coefficient 1.000000     

 P-value -----      

GREEDU Coefficient 0.854931 1.000000    

 P-value 0.0000 -----     

GREHE  Coefficient 0.857435 0.935551 1.000000   

 P-value 0.0000 0.0000 -----    

GRESCS  Coefficient 0.886409 0.983337 0.954838 1.000000  

 P-value 0.0000 0.0000 0.0000 -----   

GCESCS  Coefficient 0.721532 0.546569 0.493690 0.609214 1.000000 

 P-value 0.0000 0.0001 0.0007 0.0000 -----  
Source: Author’s computation using Eviews 10 

 

The result of the correlation analysis (in Table 3) indicates government educational expenditure 

(r=0.8549), government expenditure on health (r=0.8574), government recurrent expenditure on social 

and community services (r=0.8864), and government capital expenditure on social and community 

services (r=0.7215) have strong, positive and statistically significant correlation with digital finance in 

Nigeria. This suggests the existence of a strong and positive relationship between government educational 

expenditure and usage of digital financial services in Nigeria.  

 

4.4. Unit Root Test 
The unit root test was performed on the series using Phillips-Perron (PP) test and the results are 

summarized in Table 4. 

 
Table 4. Phillips-Perron Unit Root Test Statistics 

 PP Test in Level PP Test at First Difference  

Variables Adj. t-Stat   Prob. Adj. t-Stat   Prob. I(d) 

DIGFIN  2.226667  0.9999 -7.393802*  0.0000 I(1) 

GREEDU -0.640543  0.8506 -6.980080*  0.0000 I(1) 

GREHE -0.739105  0.8258 -6.716772*  0.0000 I(1) 

GRESCS -0.456854  0.8897 -7.120901*  0.0000 I(1) 

GCESCS -0.513858  0.8785 -6.414520*  0.0000 I(1) 
Source: Author’s computation using Eviews 10. Note: Stationary at 1% level of significance because the hypothesis 

of unit root is rejected at 1% level of significance. 
 

Evidence from the Phillips-Perron unit root test statistics (in Table 4) shows that none of the 

variables examined was stationary until after first difference. This implies that the variables are integrated 

of order one. 

 

4.5. Cointegration Test 
The result of the Johansen test of cointegration between government educational expenditure and 

usage of digital financial services is presented in Table 5. 

 
Table 5. Johansen Cointegration Test 

Unrestricted Cointegration Rank Test (Trace) 

Hypothesized  Trace 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Probability 

None  0.324511  47.49902  69.81889  0.7417 

At most 1  0.312172  31.02162  47.85613  0.6653 
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At most 2  0.226441  15.30450  29.79707  0.7600 

At most 3  0.100755  4.520860  15.49471  0.8574 

At most 4  0.001439  0.060468  3.841466  0.8057 

 Trace test indicates no cointegration at the 0.05 level 

Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 

Hypothesized  Max-Eigen 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Probability 

None  0.324511  16.47740  33.87687  0.9401 

At most 1  0.312172  15.71712  27.58434  0.6896 

At most 2  0.226441  10.78364  21.13162  0.6689 

At most 3  0.100755  4.460392  14.26460  0.8078 

At most 4  0.001439  0.060468  3.841466  0.8057 

 Max-eigenvalue test indicates no cointegration at the 0.05 level 
     Source: Author’s computation using Eviews 10 

 

The twin Trace test and the Max-eigenvalue test statistics of the Johansen cointegration test indicate 

no cointegration at the 0.05 level. This implies that there is no long-run (cointegrating) relationship 

between government educational expenditure and usage of digital financial services in Nigeria in the 

period of investigation. 

 

4.6. VAR Lag Order Selection Criteria 
Prior to the VAR model estimation proper, autoregressive (AR) lag order selection criteria test was 

conducted and the results are reported in Table 6. 

 
Table 6. VAR Lag Order Selection Criteria 

 Lag LogL LR FPE AIC SC HQ 

0 -1029.163 NA   5.58e+15  50.44698  50.65595  50.52308 

1 -871.4254   269.3083*   8.69e+12*   43.97197*   45.22581*   44.42855* 

2 -865.9424  8.023935  2.38e+13  44.92402  47.22271  45.76108 

3 -854.3078  14.18860  5.32e+13  45.57599  48.91954  46.79353 

 * indicates lag order selected by the criterion   

 LR: sequential modified LR test statistic (each test at 5% level)  

 FPE: Final prediction error     

 AIC: Akaike information criterion    

 SC: Schwarz information criterion    

 HQ: Hannan-Quinn information criterion    
Source: Author’s computation using Eviews 10 
 

According to the VAR lag order selection criteria in Table 6, the lag order selected by the criteria is 

one and it is the lag order with the least value in the criterion. This suggests that the model of this study 

should be estimated at lag length one.  

 

4.7. Vector Autoregression Model Estimation 
The results of the Vector Autoregression estimation are summarized in Table 7. 

 
Table 7. Vector Autoregression Estimates 

 I I I I I I IV V 

 DIGFIN GREEDU GREHE GRESCS GCESCS 

DIGFIN(-1)  1.100723*  0.000308  0.000304  0.000884  0.000328*** 

  (0.07414)  (0.00026)  (0.00022)  (0.00054)  (0.00018) 

 [ 14.8459] [ 1.18064] [ 1.40992] [ 1.63547] [ 1.86976] 

 {{0.0000}} {{0.2393}} {{0.1602}} {{0.1037}} {{0.0631}} 

GREEDU(-1)  11.73307  0.502641*** -0.236066 -0.395719  0.123850 

  (77.2687)  (0.27206)  (0.22465)  (0.56352)  (0.18300) 

 [ 0.15185] [ 1.84757] [-1.05081] [-0.70223] [ 0.67677] 

 {{0.8795}} {{0.0663}} {{0.2947}} {{0.4834}} {{0.4994}} 
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GREHE(-1) -29.77886 -0.235602  0.553880** -0.313945 -0.011964 

  (74.6072)  (0.26268)  (0.21691)  (0.54411)  (0.17670) 

 [-0.39914] [-0.89690] [ 2.55347] [-0.57699] [-0.06771] 

 {{0.6902}} {{0.3709}} {{0.0115}} {{0.5646}} {{0.9461}} 

GRESCS(-1) -3.005845  0.252021  0.193371  1.100966* -0.083940 

  (48.8519)  (0.17200)  (0.14203)  (0.35628)  (0.11570) 

 [-0.06153] [ 1.46522] [ 1.36146] [ 3.09021] [-0.72550] 

 {{0.9510}} {{0.1446}} {{0.1750}} {{0.0023}} {{0.4691}} 

GCESCS(-1) -65.51369 -0.126902 -0.077303 -0.092635  0.833837* 

  (49.2664)  (0.17346)  (0.14324)  (0.35930)  (0.11668) 

 [-1.32978] [-0.73158] [-0.53969] [-0.25782] [ 7.14629] 

 {{0.1852}} {{0.4653}} {{0.5901}} {{0.7968}} {{0.0000}} 

CONSTANT  3106.163  7.191152  5.231740  28.14444  9.217641 

  (2453.61)  (8.63891)  (7.13363)  (17.8941)  (5.81106) 

 [ 1.26596] [ 0.83241] [ 0.73339] [ 1.57283] [ 1.58622] 

 {{0.2071}} {{0.4062}} {{0.4642}} {{0.1175}} {{0.1144}} 

R-squared  0.970251  0.920179  0.882584  0.924187  0.846726 

Adj. R-squared  0.966231  0.909392  0.866717  0.913942  0.826013 

F-statistic  241.3489  85.30751  55.62374  90.20885  40.87951 

Log likelihood -394.2425 -151.3338 -143.1012 -182.6462 -134.2837 

Akaike AIC  18.61593  7.317850  6.934939  8.774243  6.524823 

Schwarz SC  18.86168  7.563599  7.180688  9.019992  6.770572 
Source: Author’s computation using Eviews 10. Note: Standard errors in ( ), t-statistics in [ ],  & probability value 

{{}}; *, ** and *** statistically significant at 1 percent, 5 per cent and 10 percent respectively. 

 

In Table 7, going by the positive coefficient (11.73307) and an associated p-value (0.8795), 

government educational expenditure could be said to exert positive but non-significant impact on the 

usage of digital financial services in Nigeria. However, the impact of each of government recurrent 

expenditure on health, government recurrent expenditure on social and community service, and 

government capital expenditure on social and community service, on the usage of digital financial 

services in Nigeria was negative and non-significant in the period of this study. This implies that 

government educational expenditure in Nigeria has not made significant impact in promoting the usage of 

digital financial services in the country. 

 

4.8. Variance Decomposition Analysis 
The result of the Variance Decomposition analysis of gigital finance in relation to government 

educational expenditure in Nigeria is presented in Table 8. 

 
Table 8. Variance Decomposition of Digital Financial Services 

 Period S.E. DIGFIN GREEDU GREHE GRESCS GCESCS 

 1  2501.466  100.0000  0.000000  0.000000  0.000000  0.000000 

 2  3514.892  99.26572  0.056222  0.007859  0.163236  0.506963 

 3  4292.656  97.79148  0.132328  0.007762  0.478271  1.590156 

 4  4956.630  95.80280  0.199683  0.006704  0.866084  3.124729 

 5  5553.500  93.48641  0.248820  0.019948  1.262475  4.982346 

 6  6106.232  90.99185  0.279433  0.060824  1.624959  7.042937 

 7  6627.499  88.43423  0.294838  0.137218  1.931080  9.202637 

 8  7124.738  85.89843  0.299165  0.251399  2.173362  11.37764 

 9  7602.468  83.44397  0.296132  0.401220  2.353915  13.50476 

 10  8063.508  81.10994  0.288645  0.581674  2.480019  15.53972 
          Source: Author’s computation using Eviews 10 

 

Variance Decomposition output in Table 8 reveals that government educational expenditure as well 

other expenditures on health, social and community services contribute nothing to the variation in usage 

of digital financial services in period one. In period two, 99 per cent of variation in digital finance is due 

to own innovations while about 0.6 percent of the innovation is accounted for by changes in government 
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educational expenditure. In the ninth period, about 83 per cent variation in digital finance was accounted 

for by own innovation while about 0.3 percent changes was as result of the innovations in government 

educational expenditure. In the tenth period, about 0.3 per cent variation in digital finance is accounted by 

government educational expenditure. In sum, the variance decomposition analysis indicates that 

government educational expenditure contributes negligibly to the usage of digital financial services in 

Nigeria in the period of the study. 

 

5. Conclusion and Recommendations 
This study explored the impact of government educational expenditure on the usage of digital 

financial services in Nigeria for the period of 2009Q1 to 2019Q4. Using Vector Autoregression technique 

and correlation test, this study establishes the existence of a positive and strong correlation between 

government educational expenditure and usage of digital financial services in Nigeria but the impact of 

the former on the latter was positive but was statistically insignificant in the period of the study. The 

variance decomposition analysis indicates that government educational expenditure contributes negligibly 

to the usage of digital financial services in Nigeria.  

The study concludes that in Nigeria, government educational expenditure has not made significant 

impact in promoting the usage of digital financial services in the country despite the positive correlation 

(association) between the two. This implies that government educational expenditure contributes 

negligibly to the usage of digital financial services in Nigeria.  

Therefore, there is a need for the creation of a special educational fund for digital financial literacy 

(that is Digital Financial Literacy Fund). Digital financial literacy should also form part of the compulsory 

courses/subjects in all schools, colleges and universities just like the way entrepreneurship education is in 

Nigeria.  
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