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Financial inclusion and its implications for the rate of
economic growth in Egypt
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Abstract

Recently, digital technology has spread significantly, and the use of
electronic services has achieved acceptance by most societal groups.
Financial inclusion has gained increasing importance on the local and
international arena for its effective role in economic and financial
development in addition to its role in achieving sustainable development.
Many countries of the world, whether foreign or Arab, have achieved
rates High in achieving financial inclusion.

Egypt has moved towards a gradual transformation towards
digitization and financial inclusion applications and has included it
within its development strategy. Indeed, it has taken an unfortunate path
towards achieving financial inclusion. The electronic payment and
collection system aimed to save about 25% of the cost of issuing
currencies, and to reduce the time for performing service and procedures
by half. The inevitable conditions of the precautionary measures for the
emerging “Corona” virus, which began its first waves with the beginning
of the year 2020, to continue indefinitely in accelerating the application
of financial inclusion and accelerating the demand for dealing with the
electronic payment system.

The applications of financial inclusion were reflected in the ease and
speed of business performance and supported transparency through three
pillars represented in cost reduction, service delivery time and
facilitating procedures, all of which are supposed to have a positive
impact on the Egyptian economy due to their contribution to raising
Egypt’s credit rating, national income growth and reducing
unemployment rates, in addition to its positive repercussions on Egypt’s
ranking in global indicators such as the competitiveness index, business
performance index, and transparency index, so it was important to
measure the extent to which the financial sector in Egypt enjoys
flexibility and the ability to implement financial inclusion through three
indicators: the financial depth index and the availability index. Financial
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and financial use indicator and building a standard model used to
measure the quantitative and causal relationship on the impact of
financial inclusion and its three indicators on the rate of economic

growth.
Keywords: Digitization, financial inclusion, non-Monetary economy,
electronic collection, government dues, E-wallets, informal economy.
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Minimum 3.600000 4.000000 0.660000 0.540000 0.690000 78.80000
Std. Dev. 0.314870 0.421788 0.156700 0.122937 0.138353 97.44243
Skewness -0.575171 -0.424305 1.459395 0.326286 -0.014396 0.086212
Kurtosis 2.569773 1.845166 5.456445 2.147872 2.044953 1.537887
Jarque—Bera 1.319836 1.797057 12.73428 1.007977 0.798825 1.896567
Probability 0.516894 0.407168 0.001717 0.604116 0.670714 0.387405
Sum 88.80000 99.20000 18.35000 15.39600 19.05000 4257.400
Sum Sq. Dev. 1.982857 3.558095 0.491095 0.302269 0.382829 189900.5
Observations 21 21 21 21 21 21
(Eviews9) _Slas) zalipll alaiiuly — Ealdl slae] ¢go 1 jad)

O Aadly LSl QB Aupy 4 dpdadl JalSall zgan aladia) o Cage
(Regression &yl jlaaiWl coawn be indl jas A (ala®) sailly Jlall Jgeddl
VECM (Vector error ) Tl zigal oladiu)l DA e lldy (Spurious)
LS meall oy ushal) Ja¥1 3 clyinall G lilall il ccorrection Model)
tus il Cp Al GBle aaas b sely 4 SVECM #3508 Saay
pall JaY) 8 L) Sl aa1) (Test Wald) jlas) alasial -
cashll a1 8 dd) Clle sl (ECT) sl mosas dales dugina aladiad -
4 lsladll DA (e Glld g Lol 2
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clyiall hid axe ol hiie) 53 sl Unit Root test saasll jia cljladl oYl
3 e yuia J<U (Order Integration) JalSall 43) 5l da )0 waas 2 Jully
(isalll Cilpitie o integration-Co ¢ljidal) JalKill duals Jils (sae las) :lals
GlBle lgin zisall 8 A chuial 68 of ARDL ziged Gl calliiy us
e iy cdishall Ja¥1 3 i)l @iaS ecas lICo-integration o) el
. Johansen jsuilaga Jalas DA

g DA e peailly dishll eVl 8 i) o Al QB clG
PRI

sl e dlas DS e dllg z3sail) Catie G dunad) GlBle waas tla)
ztill Ygumy ecamiill iy das ) clghadll oda Ayl (el wy Cigus

Unit Root test saagll jaa i) -1

Aapdal) cbysiall el Jedlall @lily D) 520 2a UR Basgll jaa jlidl aodiey

Ay wast w el P ey Q) 13 L) Gint Bl e s gl vies g 3sailly
UR saagll jia Laa¥ sagall miill (5) a8y Jeandl miagey oz dgail) cubpuial Jal&ill

PDla e @iy (gl I Bl eha) 2 o LLaY) o) Ljpall Lghsen 6 il paiall olgus
Augmented Dickey-Fuller test jlsé— S :(5)laal

Baasll i clhlis) (5) B8 Jsas

JY) @A die i) el giall B pial
Jalsal) daye of 4, Augmented Dickey—Fuller test [ iall
None Constant None Constant and okl
and trend trend
1 -2.41 -3.25 1.48 3.076- GDP  Alaay) Aaall gl
(0.018) (0-10) (0.96) (0.13)
1 -4.54 -4.29 -.035 -2.52 (finde) Alall Gard) s34
(0.0001) (0.015) (0-.54) (0.31)
1 -4.53 -5.26 0.69 -1.44 dgid) b dullal) dalY) sdise
(0.0001) (0.002) (0-85) (0.81) Avbank
1 0.11 -5.18 -3.53 -2.52 géi,dw\ Ay L
(0.70) (0.003) (0.002) (0.31) Avpos L)
1 -3.70 -3.72 -0.41 -3.51 sl Al aladi) jdisa
(0.004) (0.04) (0.51) (0.007) Fudep
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1 -3.87 -4.82 1.95 -2.91 Fusing Al aladiu) 3
(0-006) (0-005) (0.98) (0-17)

A(EViews9) Slas) zalin alasial — Caldl dac) a i jad)

Lgina (Sia die lao olad¥ly Culill 2all 2gag Alls b Level dlla b dajal) aall -
Gsime dic NONE Al By 3.73— =%5 Ligea g5 dicy 4.66— =% 1
1.95.— =%5 Ligine (ggiua vic <2.68— =% | digina

Grina die Lae olat¥ly Culill anl) sgng Alls 8 Jo¥) @A Alls 8 daall pdl) -
de none Al Ay 3.67- =%5 Ligiaa Gy dicg 4.53- =% 1 dgiea
1.96.— =%5 wigira (g5isa dicy 2.69— =% 1| disina (S5

r b Lo bl Joaall sl e Jaadls
dal) s (b zisall e b sl piag Baagll i chlad) gl o
pe sl Lo slat¥ly culill aall dgag (3% 5 5 % 1 dusies (rine die elgu
i g g AV Bl eha] du Bitwe Chndl B G685 Lain g
O Ll (68 zasail cihuidd Anall Jdl o i 1385%5 Lisins (Sgine
ADF [ laay Gy IV )l
O Gz dsaill i (i) JalSall cuhladl shal s dalal) it G,
Opailsn zigas aladiul Cldlia o sy JalSill dapd (uli (o sl Cilyiie
cla¥) 8 ldedl iy paal Jalsll @blad) el iy dnad) delsal
ipaiad  (Length Lag Optimal)dl el shlall culpé sasty juailly Lighl
VAR. A} jlaaiy) dgatie zises DS (sa cld el dissg iz 3pail
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VAR (las iy i) ghabil) el JiaY) saadl 20a3 (6) a8y Jeaa

Lag LogL LR FPE AlC sC HQ

0 0.802082 NA 6.97e-08 0.547149 0.845393 0.597624

1 139.8243 175.6070* 1.69e-12 -10.29729 -8.209585 -9.943969

2 220.0747 50.68445 8.06e-14* -14.95523* -11.07806* -14.29906*

* 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

(Eviews9)  lasy) galipll alaiiul — cald) 32) Ga 1 jiadl)
Eua (6) a3y Jsaall maase s WS (HQ, SC, AIC, FPE,LR) cjlaal aadial,
578 i Ll V) ) sl i aladia) g 4 Ailad) ChLaaY) @5 (e oy
el ALl sl 1l ek sasly sla
Co- Integration Test & iéall Jalsil) clad) -2

Pl e @iy ¢ (JPLM)gsuilaga dilas PIa (e dlpdad) JalSill e oS S

2 dag Gus GlidY) s ¢)jal sug (Max Eigen Test (Trace Test)la (Lol
ae e (M)oed dun ozisalll harie o iidad)l JolSill GBle Go (1) 22e] il
JalSs 3De (gl 2smg pre Alls b hal) (golusis clpiall Cp dal Jelall Glie
e o (K)ol s (l—k)@aﬂ a3 2 ) gl ) z sl Clystia (e Hjide
oe ZUY(7) Jsaad) padly zisalll 13 8 Chstie G 2y zisaills i)
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Max- Eigen Test Test Trace
Critical Max - Critical JalSall clidle aae

Prob value 0.05 | Eigen stat Prob value 0.05 Trace stat el g
0.000 40.07 102.60 0.000 95.75 215.52 None

0.024 33.87 36.42 0.000 69.81 112.91 At most (1)
0.030 27.58 29.18 0.000 47.85 76.48 At most (2)
0.004 21.13 28.21 0.002 29.79 47.30 At most (3)
0.029 14.26 15.74 0.013 15.49 19.08 At most (4)
0.067 3.84 3.34 0.067 3.84 3.34 At most (5)

-(Eviews9) Alasy) malipll aladial — Ealdl dlas) e 1l

(i ey o dgaill il pitia G Sljidie JalSS angy 4l (7) Ay Jsaadl 38 (e el

(HO) paadl (ajd () ot & (e ¢z dsalll hitia cp iidie JalS3 ADle 2ag3 Cun
(H1)deadl (i) dgalse 8 zigall Cilyitia o iide JalSs dDle (g agng pan
Max— Eigen Test ,Trace stat )lod) (g5ie dic &lyida JalSi d8le d5a 4

ARDL dcjgal) diajll cilgadll S Janiy) zigai —3
haiad gl ddladl @lily depll LDle JSYIARDL  zigei Jlesial e
sl Chustia G JaY) Baaly o) dbsh 2D Ll (Ko aDIA e 3 )

ARDL GSJA.H C._‘\L“u —t (8) ad) ‘?J\SJ\ Jsaallg

(2020_2000) 5‘):\235 ARDL CJ}AJ ‘):1..153 Cjtu (8) aﬁ) djh

Variable Coefficient Std. Error t—Statistic Prob.*
GDP (-1) -0.007745 0.676951 -0.011440 0.9914
GDP (-2) 0.460477 0.350391 1.314179 0.2591
AVBANK 752.4087 675.2761 1.114224 0.3276
AVBANK (-1) -1026.030 421.3100 -2.435332 0.0716
AVPOS -444.0245 621.6042 -0.714320 0.5145
AVPOS (-1) 804.5712 358.8248 2.242240 0.0884
AVPOS (-2) -116.7238 80.76033 -1.445312 0.2219
FINDE -99.33351 47.08341 -2.109735 0.1025
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FINDE (-1) -177.8348 100.2522 -1.773874 0.1508
FINDE (-2) -103.4580 94.21755 -1.098075 0.3338
FUDEP 17.96239 48.99191 0.366640 0.7325
FUDEP (-1) 72.08540 84.42192 0.853871 0.4413
FUSING -3005.013 3241.407 -0.927071 0.4064
FUSING (-1) 4800.964 2027.283 2.368177 0.0770
Cc -1213.336 3337.002 -0.363601 0.7346

((EViews9) slasyl) malil plasiuly — Gaald) e cpo  jaadll
G sl & 4} ARDL (2, 1, 2, 2, 1,1) zisall Gold) Jaa) il (e gy
saaly ol 355 caonll GabYl sias Ll Gexll 5d5aly (GDP) alall yuiiall ellay
zasall milis o ety Lol Zlal) AaliYly eVl adlagll all Hasiay) ey
Llysiall 238 dugine pe e Ju @lldg 0.05 o ST (P-value) dad
ARDL Bounds Test agaall J\id) —4
Fodad cul€ 13 ¢un ¥ o JolSs @lle ang da ddjpeal LAY s aadi
Jishall Ja¥) 8 Al gag e llii (11 Bound) Js¥) aall dad e Sistatistic
On Cmgi 13 Wl dDle aag Vo4l Jay el (10 Bound) e Ji calS 13 L

Aaaly e A o e Gl gica)
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paall lad) @i (9) o8) Jsss

ARDL Bounds Test
Sample: 2002 2020
Included observations: 19

Null Hypothesis: No long-run relationships exist

Test Statistic Value K

F-statistic  3.351847 5

Critical Value Bounds

Significance 10 Bound 11 Bound
10% 2.26 3.35
5% 2.62 3.79
2.5% 2.96 4.18
1% 3.41 4.68

-(Eviews9) Alasy) malipll aladial — Ealdl dlae) e 1l

Ol Cus (%10) Lsiae (e die digine JalS ADLe g a8l Gladl Jganll (0
11 Bound (1« ,Si (3.351847= F-statistic) i.a

ARDL Cointegrating And Long Run Form Uil sl daagia -5

ol P Ge s & Al @l (11) 5 (10) @) dsall @by maagis
Sl e dashlly suadll Ja¥) & z3sall Chiie o B EViews syl

paill JaY) b il (10) a8, Jeas

Cointegrating Form

Variable Coefficient Std. Error t—Statistic Prob.
D (GDP (-1)) -0.460477 0.350391 -1.314179 0.2591
D(AVBANK) 752.408680 675.276134 1.114224 0.3276
D(AVPOS) -444.024463 621.604200 -0.714320 0.5145
D (AVPOS (-1)) 116.723849 80.760331 1.445312 0.2219
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D(FINDE) -99.333514  47.083407 ~2.109735 0.1025
D (FINDE (-1)) 103.457961  94.217553 1.098075 0.3338
D(FUDEP) 17.962394 48.991907 0.366640 0.7325
D(FUSING) -3005.013348  3241.407123  -0.927071 0.4064
CointEq (-1) ~0.547268 0.394746 ~1.386377 0.2379

.(Eviews9) ilasy) palind) aladiuli — Gald) 3e) (e i sl
oo Bl i) by JlaY) el mll) n Gl Gl Joaall s
o bl Lgine i o lia Gl 4l s Gus el daV) & W) Jsedd
Dadll Ja¥1 3 sy adl) il
Jaghall Ja¥) & Bl (11) 88y Jsan

Long Run Coefficients

Variable Coefficient Std. Error t—Statistic Prob.
AVBANK -499.977129 1157.630628 -0.431897 0.6881
AVPOS 445.527764 1352.682676 0.329366 0.7584
FINDE -695.503058 417.369579 -1.666396 0.1710
FUDEP 164.540715 223.670874 0.735638 0.5028
FUSING 3281.668022 6391.157884 0.513470 0.6347
C -2217.080744  7096.477878 -0.312420 0.7703

-(Eviews9) Slasy) zmalipll aladinl — Ealdl dlas) e 1l

il c dal) dlgh JalSs alile of @l el a3l Load bl Joand) (e g
LB sl e el Jlaal) Asall il b Jiaial) aolilly Al

tSiluagilly zvu‘ll'd\ -9

il iy L () il e slaeYl L Jpadl) mumy o Casigll oSas ¥

Jsedl) chisal ale 20 lelsh duia) Al alasivd o adiny bl zisar sl )

) laagilly 550 ) Audl) caaliy ¢ I

k) Y

A ) ) Al ceala

Aiiee et s Cings ) Jpall) 38 sad 1S laga Apeaall ZasSall ey -1
Gl pebiend o0 Ll cilexdll (e plllia o ppiblsall Jgeas ppad Geusd
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Pa e il Ve Qi Sl oil) Agaad) pid & Sl Joadd) pales
b delill ey Hon ) ALYl Clsiu Ne e dilas sgies Sl ) algeag
oaadlly Le liall dgaiill cile Usdll Jsga

s o Lee daaall e doaliaidy) cliiall g lilg ey aas 83U (40 pemn Slad
gluny ol ) ALYl olai®y) gaill CVaee duidiy el L) ol b
Al daiil) ddae A aalud O oSedl (e o€ sy dlgall dap puall 3))sall
el e Ll Dbl (ga aall 8 aales slandl 8 dg YD Jlasl) pladiad
Jlse¥) Jsad s Gl Jagaiy sbeadl) jlaa A9

I a8 zisalll Chstie JhEd aie g Baagll s chlas) m .
pe ol Lea sladVls Culill aall spng Jl (3 % 5 51 % 1 Lisies (g5ine die elsu
i dlyy gl V) Bl shal de Siiae lndl B 055 Ly b
o Ll (S sl @lpnad Al Jedld) o e 1385%5 digiea (g5
ADF lsay Ty oY) aa))

Trace stat ()las) aacagl Lo cllig z3saill chiie G ide ol dDle clla .
de dgies LS ADle s Cua agaall jlad) ol )y (Max— Eigen Test
(7%010) Lisina (g5inne

DB dsiea I Joadl) (ge e (gl @llia Gl 43 ARDL 3003 il o (a5 -
Levie (558 0, 2oy 8 <0 jilae IS0 peaidl) JaY) 3 JlaaY) ol il e
Lt g 8 (e Y il w ol I Jgell o s JalSIl daglaiall 3k oy
(@B gaill Jaeny M) Jsadll Gadii G 3s0ne il @l dDe dllia ()6$ S
Ay yeme b I Joadl) dashia Gabi JWS) pae I oashy s cb B ellyy
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AW Sl sall xa
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sl g8 Al 8 angilly dadnll shliadl b dals Il aUaall dassl) d
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Aty S A yeadl) Cililaally ety aball adai yighais cculilacal

st LY el dhangially Bpiaall clegyhal Galdll Oplll Llall Gulal

el e @hlaally Blsu¥ls Cileg il o eliadlly ¢ casyl) LY pa o)l

Clisse digads diSal) dyll Cahaly iyl Ll e gl Csd g liad) .

iyl B it Al Clange ) BaasSall e aall Lalial Jsal
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