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[bookmark: _Toc54111006]Executive summary
Introduction: this report contains the mean impact and importance of the financial inclusion, financial efficiency and foreign cash flows. The key fragments role to ascription of the report is to understand the mean value impact of financial inclusion over cross border cash flows, to understand the impact of financial efficiency over the cross border cash flows. How these element of any country can affect the financial channel with these corresponding channel how cross border cash flows are reacting. As with so many test report is clearly indicating the financial inclusion impact and financial efficiency draft over cross border cash flows.
In terms to examine the entire report and to find out the questionable marks we tried to use dynamic panel system GMM method and to determine the results we operate the various testing method, time series analysis, system ARDL and various analysis statistic with the related variable that can makes effect on financial inclusion and financial efficiency in order to make impact in foreign cash flow. Various statistical analysis and significant values were the model function in terms to identify the impact and changes in the related subject area. 
With so many testing variables the counter results of the entire report and other research testing results show the financial inclusion is key model fragments to change any countries value in economy. Any countries with significant financial inclusion service are producing most financial service and their financial efficiency is at higher level. We have seen the financial efficiency means the more use of all financial activity in regular countries works. If any country is using more efficient financial activity then the country is actually practicing more efferent form of financial efficiency, and if they are well enough to product financial efficiency in their country that means the country is generating financial inclusion over their nation as we have seen in various testing approach the significant number with financial inclusion activity the number of the cross border cash flows is high when the country is practicing the financial inclusion in good manner. To determine the financial inclusion level we have tested many variables that are vastly related with financial inclusion and can make effect in financial efficiency level. The efficiency can prove that a nation’s financial work output in order to pressing the input variables. The ratio number of output exceeds then input variable when the financial efficiency is higher and those country with higher efficiency financial level are the country or they are in the category that are making more predictable financial inclusion because with higher efficiency rate any country can focus their level of financial inclusion. With financial inclusion at high level the foreign country will more interest in invest and the transactional capacity will be exceed. That will be leading the cross border cash flows on a different level.
The entire report is based on the level of financial inclusion and efficiency level and the affect of these variables in cross border cash flow. The report helps me to understand the financial inclusion term with financial efficiency in terms of cross border cash flows level. Various testing approach and emerging the results from these test was helpful to make this report more reliable in terms to understand the mean importance or impact of the financial inclusion, efficiency and foreign cash flows. 
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Chapter – I: Introduction
1.1 [bookmark: _Toc54111008] Background of the study

Now a day’s almost everywhere efficient market and financial service with right way to use of financial activity makes the entire financial works easy thus creating mass area and hope for improving the cross border capital flow or foreign direct investment. The reason why it influences the foreign cash flow much boarder way is the financial efficiency that prepares a clear picture of any financial data of any organization and financial activity. This easy access create a general positive accelerate view to all cross border investor and investor with domestic level. Financial inclusion and financial efficiency works as key function to improve the cash flow of cross border. The cash flow relay on level of financial efficiency because the level of efficiency in financial pact attract the international investor and market, but also domestic level investor and other market, if the efficiency level of any countries financial market looks high then the country can attract foreign cash flows optimistically.
It unveiled new insights in regards to the pattern of the relationship between financial inclusions and cross-broader capital flows by incorporating positive. Measures include financial reform, efficient financial intermediation, adaption and diffusion of financial technology, the transformation of financial assists and efficient mobilization of economic resources along with financial market development, also include that the factor works in global investor’s mind to invest a host countries economy is that the position of economic condition, financial practice and financial market efficiency. The factor concludes that financial inclusion is on progress of well developing economy. One important aspect of this trend is the progress achieved in expanding bank branches and areas of coverage More or less maximum key developed country always try to attract the foreign investment by ensuring the efficiency of the courtiers financial transparency, reason why they want the financial transparency, various investor from foreign country will expect a detailed information of market financial situation of market the economic condition status of financial inclusion of the country those aspect works as a key moderating tools for foreign countries to establish their business in any other country. It is important to show the diversification opportunity to foreign direct investor or foreign company because foreign company will ask for diversifies market if risk arises from market about their business. So to gather all these information and economic condition host country must have to ensure the financial inclusion level is satisfy enough to capture foreign direct investors’ attention then only the cross border cash flow can develop in a different manner. On the other hand financial inclusion means easy access to all financial service and monetary transaction simply rage in most. In the macro level the growth of economy seems critical reasoning the easy access to monetary tools management allows smooth partly consumption and built assets thus eventually improve welfare at the individual level and expand possibilities to overall economic growth.
The aim of the study is to investigate the relationship between financial inclusions; financial efficiency and cross border cash flow. How the financial inclusion works in terms of raising the cross border cash flows and the financial efficiency works to improve the foreign direct investment. This study shows how financial inclusion works to help in rise of foreign cash flows. Also refer that how financial efficiency helps to transparent exceed output rather than input of any financial works. The entire relation between financial inclusion and financial efficiency express positive change. If any country holds well maintain financial efficiency and strong output transparency with any financial works then any FDI or foreign investor would like to invest. Thus create the improving cross border cash flow as investment in country. Like the financial efficiency if the financial inclusion is similarly high in any country then any foreign country will invest in the similar country. Foreign country expects the improving financial system with maximum effort of financial output. Country with higher financial efficiency has the high efficacy rate then lowest financial efficient country they will provide higher rate of financial output in any investment which is very interesting for foreign investor. And those investments will works as dynamic cash flow while the financial inclusion will be higher. The more uses of financial service the more uses of monetary transaction. Monetary transaction can provide higher rate of business activity which any foreign investors wants so the financial inclusion and financial efficiency works as positive relation with foreign cash flow. 
The native study of this paper we discussed more of the financial inclusion in matter of cash flow in cross border, and efficiency as well, we use so many data and systematic approach with many empirical analysis. The rest of the paper include the why the financial inclusion and efficiency works positively with cross border cash flows. 

1.2 [bookmark: _Toc54111009] Motivation of the study

This project is a piece of my scholarly program. The Project has been set for financial inclusion, financial efficiency and the role of cross border cash flow on that. In our BBA program all courses dependent on hypothetical and we need to adapt for all intents and purposes. The program has helped me a lot to comprehend the financial inclusion and cash flow system, and I have assemble some commonsense information. The project helped me to defeat any issues between the theoretical data and veritable experience as an element of Bachelor of Business Administration (BBA) program. 
The main motive to complete the project is to complete my research program for completing the degree (BBA) from United International University.


1.3 [bookmark: _Toc54111010] Objective of the study 

As per the main objective of the study is to understand the relationship of cross border cash flow under two different option in host country can optimize. The objective can be described in two segment part. In first part “Financial inclusion and the cross border cash flow” The objective of the study is to understand the role of financial inclusion in cross border flows. How the financial inclusion helps in improvement of cross border cash flow or to understand rather it helps influence the cross border cash flow or not. Financial inclusion means various uses of financial service and performing financial activity so the objective carry to find the relationship of financial inclusion and the cross border cash flows affect. How the financial inclusion affect the cross border cash flow (FDI). What is the impact of the financial inclusion over foreign cash flow negative or positive?
In another side the objective of the study is also to know about “The financial efficiency and cross border cash flow/foreign cash flows (FDI)” it means how the financial efficiency maintain a role in cross border cash flow. How the financial efficiency impacting the foreign cash flow (FDI). Financial efficiency refers the rate of output of any financial activity by using input. How the efficiency works for cross border cash flows, what is the relationship of the financial efficiency in terms with foreign cash flow improvement? Understand this scenario is the objective on which I worked to find out.




















[bookmark: _Toc54111011]Chapter II: Literature Review
2.1 [bookmark: _Toc54111012]Literature Review

The key factor to increase any development in any countries economy, leys in foreign capital flows hand. Cross border cash flow has become a key integration to improve the financial segment according world economy. The cross border cash flow plays a vital role in creating more industry service and financial affectivity and support economy to emerge and provide a sustainable growth in GDP and growth in international trade. The cross border cash flows have a positive relation with financial inclusion and financial efficiency.
In a study Toxopeus and Lensink (2008)shows that Financial inclusion has a positive impact over Cross border cash flows. By using IFM, World Bank statistic data on remittance and GLS for the period 2008 with 63 countries the study revealed that the remittance is part of foreign cash flow or cross border cash flows. And if the financial inclusion occurs in well manner the remittance flow can also improve in good manner. Where he also indicated the financial inclusion helps the country to spare more financial activity thus can helps the remittance provider in board way to send foreign cash. So improving the financial inclusion means improving foreign cash flows in country. In a research Prof. Qamruzzaman and Wei (2019) finds applying System GMM approach with 58 developing country in time period of 1993 – 2017 that a courtiers key economic development function has a hugely affected by foreign cash flow. To improve the cross border cash flow country need to improve the financial inclusion thus implies a positive relationship. 
In another study, Zwedu (2014) investigate by using financial stability and inclusive growth Model, BDY in 2010- 2013 time period of 593 bank, that how enlarged accessibility to financial service, leads increase in the financial service thus create an opportunity to exceeds more business and economic position of a country. Which attract the international investor and make them to invest such a country where financial users are higher? He also include due to lack of financial inclusion the foreign cash flows does not improve the growth of that. 
In a study Sarma and Pais (2011)investigate by using Empirical Analysis with 88 country in 2010 that because of financial inclusion improvement day to day financial activity and users of financial works is increasing thus making the foreign cash flow much effective in the country which is an indication positive linkage. In another study Ramasamy and Yeung (2010)reveals by using GMM estimator with orthogonal deviations in a period of 1988-2010 that the incensement of financial inclusion means the increment of financial users, more users means more transaction and transaction are vastly related with business thus makes a strong business environment statement to foreign direct investor which will attract FDI and thus can improve the foreign cash flow which show a positive linkage between financial inclusion and cross border cash flows. 
In a study  Bevan, Estrin et al. (2004) investigate that by using Cross-Sectional Analysis in time period of  1988-2004 with a panel of 16 EU country, the rate of developed country who financial inclusion rate is higher than other country who does not practice financial inclusion. In that way has a down growth rated of foreign cash flow those who does not practices the financial inclusion or try to improve the financial inclusion. 
In another study Morgan and Pontines (2014) investigate by using system-GMM dynamic panel estimator in time of 2007-2014 with a number of bank in various country that The finding revealed that the financial inclusion have a mutual reinforce relationship with financial stability and has a short time span and limited availability thus raged the negative linkage between financial inclusion and foreign capital flow. In another study Singh and Zammit (2000)revealed by using Financial stability and inclusive growth model in time frame of 1990-2000 with a panel of 63 developing country that due to the rural poor and gender inequality the FDI could affect practicing financial inclusion thus the relation between the financial inclusion and foreign cash flow seems negative.
 In another study Reichmann, Karadzic et al. (2003) by using ASPH, LABQ, PEXP during 2003 in Turkey the study include that the more financial inclusion doesn’t affect the foreign cash flows instead of these the financial status of country could affect the FDI thus make the statement neutral. In another study Barrell and Pain (1997)investigate by using System dynamic in time frame of 1991-1997 with a panel of 9 EU country The study show transfer of technology is related with financial inclusion risk thus create an impact in cross border cash flow which indicates negative relationship between them. A risk can occurred with maximum uses of financial inclusion that shows that if the assessment of monetary transaction will be very much easy the liquid cash problem can occurred in different manner.
 In a study Barajas, Steiner et al. (2000)amplify by using Descriptive approach, econometric analysis in mean time of 1990-2000 in Colombia that Financial inclusion has a general financial development in cross boarder cash flow influence sector thus has a positive relationship between financial inclusion and cross border cash flows. In a study Bailliu (2000)finds by using a dynamic panel-data methodology, economic growth model during 1975-2000 with a panel data for 40 developing countries Financial efficiency related the firm’s financial data. Improvement of financial efficiency means improving the FDI transparency thus has a positive linkage between financial efficiency and foreign cash flows.
In a study Adeniyi, Ajide et al. (2015)investigate by using FDI-growth, empirical analysis method during 1990-2015 with African sub counting countries the study considered types of situation in financial efficiency in different financial resistance have different role and impact across country which can be affect the cross border cash flow. The efficiency may affect the remittance due to and can create negative linkage with cross boarder cash flow.
In another study Park and Song (1996)investigate by using dynamic model during 1990-1996 with a panel of Korea, Thailand, Malaysia, and Indonesia that the inflow of foreign capital has been crucial to supporting a high rate of investment and output in Indonesia, Malaysia and Thailand. In  fact, except Korea, it appears that all three East Asian countries are prepared to accept all types of  foreign  financing  regardless  of  their  maturities  so  long  as  foreign capital  is  vastly depends on financial efficiency. In another study Soto (2000)investigate that by using growth  regressions during 1986-2000 with a panel of 44 developing country Both the financial development and economic development are depends on financial affectivity which is positively related with foreign cash flows.
In another study Taylor and Sarno (1997)investigate using Error-correction models, 92. Counteraction technique during 1988-1997 with the United States to Latin American and Asian countries in matter of developed country the FDI it’s hard to find out the efficiency way of financial tool thus create problem in foreign investor linkage negatively with financial efficiency and foreign cash flow. In another study Nguyen (2000)investigate that financial efficiency and cross border cash flow are positively related. 
In a study Sturm, Williams et al. (2008) investigate by using System dynamic method during 1998-2008 with a panel of efficiency of foreign banks in Australia study considered types of situation in financial efficiency in different financial resistance have different role and impact across country which can be affect the cross border cash flow. The efficiency may affect the remittance due to and can create negative linkage with cross boarder cash flow.


2.2 [bookmark: _Toc54111013]Financial Inclusion and foreign capital flows (FDI)
	Authors
	Period and country 
	Methodology
	Findings

	Toxopeus and Lensink (2008)
	2008 ( a panel of 63 countries) 
	GLS, The
balance-of-payments statistics of the IMF are the most commonly used data
	The study concludes that the financial inclusion has a positive impact in remittance development. Which of course mean’s a positive linkage between financial inclusion and foreign cash flow.

	Qamruzzaman and Wei (2019)
	1993-2017 ( A panel of 58 developing country) 
	System-GMM
	Study revealed positive linkage between financial inclusion and cross-border capital flows.

	Morgan and Pontines (2014)
	2007-2014 ( a number of bank in various country) 
	system-GMM dynamic panel estimator
	The finding revealed that the financial inclusion have a mutual reinforce relationship with financial stability and has a short time span and limited availability thus raged the negative linkage between financial inclusion and foreign capital flow.

	Morgan and Pontines (2018)
	2017-2018 ( a panel of 63 developing country) 
	System-GMM dynamic panel
	Shows the negative linkage between financial inclusion and foreign cash flows due to new risk from specialized MFI’s 

	Sarma and Pais (2011)
	2010 ( a panel of 88 country) 
	Empirical Analysis
	Study Contribute that financial inclusion is the main reason why the day to day financial uses is increasing and all sector improvement. It increase the foreign capital flows. Show a positive linkage.

	Zwedu (2014)
	2010-2013 (593 bank in various country) 
	financial stability and inclusive growth Model, BDY
	The study explores that due to lack of financial inclusion the foreign cash flow is not improving which indicates the positive relation between financial inclusion and foreign cash flows. 

	Bruno and Shin (2013)
	2013 (a panel study of 46 countries)
	Framework Model, MIG, CREDM
	The research shows that the relationship between financial inclusion and cross border cash flows is positive. 

	Sharma, MandelaSarma (2008)
	2006-2008 (India)
	Multidimensional Approach
	The finding refers that Financial Inclusion is key line to succeed over all financial index and cross border capital flow. So it also seems positively related. 

	Ackah and Asiamah (2016)
	2001-2016 ( a panel of 27 home bank and 15 foreign bank) 
	(DEGRP)
	The study include the negative relation of financial inclusion and foreign capital flow because financial stability.

	Ramasamy and Yeung (2010)
	(1988-2010) a panel of several banks 
	GMM estimator with orthogonal deviations.
	The study shows that to improve the financial service the financial inclusion is mandatory through which FDI activity will increase thus indicate the relation is positive 

	Bevan, Estrin et al. (2004)
	1988-2004 ( a panel of 16 EU country )
	Cross-Sectional Analysis
	The study shows that developed countries financial inclusion rate and foreign Investment cash flow rate is higher. Thus indicate a positive relationship between financial inclusion and foreign cash flows.

	Athreye and Kapur (2001)
	1993-2001 , India 
	Arellano-Bond Stata
	The study shows that the export ratio improved in practicing financial inclusion thus present a nominal positive relationship between them.

	Mwilima and Institute (2003)
	1997-2003, Africa
	Dynamic panel model
	This is accompanied in finding that FDI rate is fully depending in extended financial service which show a positive linkage between financial inclusion and cross border cash flows.

	Schoeman, NJ et al. (2000)
	1995-2000, Africa
	Medium-term Expenditure Framework (MTEF), Empirical analysis
	The finding reveals a definite positive linkage between FDI flows and financial inclusion.

	Singh and Zammit (2000)
	1990-2000 ( a panel of 63 developing country) 
	Financial stability and inclusive growth model, BDY
	Due to The Rural Poor and Gender Inequality the FDI could affect practicing financial inclusion thus the relation between the financial inclusion and foreign cash flow seems negative. 

	Deichmann, Karidis et al. (2003)
	2003 , Turkey 
	ASPH, LABQ, PEXP
	The study include that the more financial inclusion doesn’t affect the foreign cash flows instead of these the financial status of country could affect the FDI thus make the statement neutral.

	Moshirian and Finance (2001)
	1991-2001 ( a panel of 48 country )
	System GMM 
	This study of indicate that Promoting the Use of the Transaction Account is a challenge and thus make the financial inclusion negatively linkage with cross boarder cash flows.

	Barrell and Pain (1997)
	1991-1997 (a panel of 9 EU country)
	System dynamic 
	The study show transfer of technology is related with financial inclusion risk thus create an impact in cross border cash flow which indicates negative relationship between them.

	Ang (2008)
	1960–2008,Malaysia 
	GDP, RER, GARCH
	Study relatively revealed that improvement of financial inclusion works key role to improvement in cross boarder cash flows. This means there is a positive relationship between the financial inclusion and the foreign cash flows.

	Shahbaz and Rahman (2010)
	1971-2010, Pakistan 
	ARDL bounds testing approach, model (ECM)
	Study suggests due to lack of efficient financial inclusion the Pakistan cross border cash flow is not improving thus show a positive relationship between the financial inclusion and the foreign cash flows.

	Goldberg (2004)
	1991-2004 (a panel of 40 country)
	System dynamic
	Shows the negative linkage between financial inclusion and foreign cash flows due to new risk from specialized MFI’s

	Botrić and Škuflić (2006)
	1990-2006 ( a panel of Southeast European Countries)
	System GMM 
	The study include the negative relation of financial inclusion and foreign capital flow because financial stability.

	Bailliu (2000)
	1975–2000 ( a panel of 40 developing countries) 
	A dynamic panel-data methodology
	Thus shows the iniquity of financial inclusion and linkage of negative relationship with foreign capital flow

	Kurtishi-Kastrati (2013)
	1998-2013 ( a panel of developing host country) 
	(OECD)
	The finding refers that Financial Inclusion is key line to succeed over all financial index and cross border capital flow. So it also seems positively related.

	Reisen and Soto (2001)
	1986–2001 ( a panel of 44 countries)
	Standard growth determinants
	The study shows that the export ratio improved in practicing financial inclusion thus present a nominal positive relationship between them.

	Brafu-Insaidoo and Biekpe (2014)
	1991-2014 ( a panel of 57 country) 
	Dynamic panel data analysis
	The study indicates a positive linkage between the cross border relationship and financial inclusion.

	Alfaro (2003)
	1981-2003 ( a panel of developing host country)
	Empirical analysis using cross-country data
	The Financial inclusion development is inversely related with cross broader cash flow development

	Khan (2007)
	1975-2007, Pakistan 
	Empirical analysis is based on the bound testing approach
	Contribution of financial inclusion increases the foreign cash flows thus mean a positive linkage.

	Barajas, Steiner et al. (2000)
	1990-2000 , Colombia 
	Descriptive approach, econometric analysis
	Financial inclusion has a general financial development in cross boarder cash flow influence sector thus has a positive relationship between financial inclusion and cross border cash flows.



2.3 [bookmark: _Toc54111014]Financial efficiency and foreign capital flows (FDI)
	Authors
	Period and country 
	Methodology
	Findings

	Bailliu (2000)
	1975-2000( A panel data for 40 developing countries )
	A dynamic panel-data methodology, Economic growth Model
	Financial efficiency related the firm’s financial data. Improvement of financial efficiency means improving the FDI transparency thus has a positive linkage between financial efficiency and foreign cash flows. 

	Arcelus, Sharma et al. (2005)
	1995-2005 ( a panel of  43 developing country )
	benchmarking  model, HDI  dimensions  LI,  EI and DEA
	Suggest that the cross boarder cash flow can be increased if the financial efficiency can increased.

	Nguyen (2000)
	1982- 2000 ( a panel of six OECD countries) 
	REUTERS, Forward discount and currency depreciation Method 
	Financial efficiency and cross border cash flow are positively related.  

	Edwards (1990)
	1982-1990 (A panel of 31 country)
	GDR ,FEF, IRR 
	Explore the role of financial efficiency in set the cross border cash flow. Thus shows financial efficiency is related positively with improvement of cross border cash flow.

	Coeurdacier, Kollmann et al. (2010)
	1990-2010 (OECD countries)
	Hedged, zero-order portfolio Model

	The study shows that financial efficiency works to increase the development in FDI.

	Schnitzer (2002)
	195-2002 ( a panel of 33 developing country)
	Dynamic model 
	Financial efficiency doesn’t affect the foreign currency flow.

	Razin, Sadka et al. (1998)
	1992-1998 USA
	System GMM method 
	Financial efficient means all data to set about financial works thus create problem for foreign company thus decrease the FDI. This indicates negative relation.

	Adeniyi, Ajide et al. (2015)
	1990-2015 African sub counting countries 
	FDI-growth, empirical analysis 
	This study considered types of situation in financial efficiency in different financial resistance have different role and impact across country which can be affect the cross border cash flow. The efficiency may affect the remittance due to and can create negative linkage with cross boarder cash flow.

	Ali and Journal (2014)
	1972-2014 Pakistan
	Empirical Analysis
	In short run financial efficiency may affect the FDI negatively but in long run the financial efficiency will work for positive in relation with cross border cash flows. 

	Asongu (2014)
	1990-2014 African countries
	financial  dimension, domestic financial development dynamics
	Study implies that financial development can affect positively to financial cross border cash flow.

	Soto (2000)
	1986-2000 ( a panel of 44 developing country) 
	growth  regressions,
	Both the financial development and economic development are depends on financial affectivity which is positively related with foreign cash flows. 

	Park and Song (1996)
	1990-1996 ( a panel of Korea, Thailand, Malaysia, and Indonesia) 
	Dynamic model 
	The inflow of foreign capital has been crucial to supporting a high rate of investment and output in Indonesia, Malaysia and Thailand. In  fact, except Korea, it appears that all three East Asian countries are prepared to accept all types of  foreign  financing  regardless  of  their  maturities  so  long  as  foreign capital  is  vastly depends on financial efficiency. 

	Levine (2001)
	1992-2001 ( a panel of 42 country )
	TFP, DCRD model 
	 Better-developed banks and financial efficiency can bring long term foreign cash flow the relation between financial efficiency and cross border cash flow linked positive.  

	Taylor and Sarno (1997)
	1988-1997 (the United States to Latin American and Asian countries) 
	Error-correction models, 92. Counteraction technique
	In matter of developed country the FDI it’s hard to find out the efficiency way of financial tool thus create problem in foreign investor linkage negatively with financial efficiency and foreign cash flow 

	Sturm, Williams et al. (2008)
	1998-2008 ( a panel of efficiency of foreign banks in Australia)
	parametric distance functions, hypotheses in multinational banking
	profitability  is  not  found  to  result  in  increased  host  nation  efficiency, while parent credit rating effects are mixed it shows neutral relationship between financial efficiency and cross border cash flow 

	Azam and Gavrila (2015)
	1982-2014 ( EU countries) 
	Dynamic panel method 
	It takes a huge effort to make financially efficient in order to satisfy the FD investment thus country should use diversify method which indicates the neutral relation-
ship between financial efficiency and cross border cash flow

	Errunza (2001)
	1985-2001 ( 63 developing country )
	benchmarking  model, HDI  dimensions  LI,  EI and DEA
	The large scale of market can’t be fully efficient in terms of financial fact thus will delay the FDI it can cause even cancelation with mix up so the relationship between foreign cash flow and financial efficiency is negative.

	Demirgüç-Kunt, Levine et al. (1998)
	1992-1998, 13 host country 
	Dynamic survey method , econometric methodology
	the paper include the foreign invents increase when financial efficiency increases 

	Barrell and Pain (1997)
	1991-1997 (a panel of 9 EU country)
	ESRC
	

	Ang (2008)
	1960–2005,Malaysia 
	GDP, RER, GARCH
	In Both cases the financial development and economic development are depends on financial affectivity which is positively related with foreign cash flows.

	Shahbaz and Rahman (2010)
	1971-2010, Pakistan 
	ARDL bounds testing approach, Model (ECM)
	Study suggests that Pak-istan government should undertake financial reforms to improve the efficiency of the domestic financial sector which will ultimately increase the rate of FDI in the country indicate positively related.

	Goldberg (2004)
	1991-2004 (a panel of 40 country)
	System GMM
	This paper reviews the main findings and policy themes of FDI research, with a primary focus on the financial efficiency for emerging FDI improvement thus indicate positive relation. 

	Von Hagen and Zhang (2014)
	1995-2014 USA
	System GMM model 
	In short run financial efficiency may affect the FDI negatively but in long run the financial efficiency will work for positive in relation with cross border cash flows

	Ndikumana (2003)
	1990-2003, Africa 
	Systematic growth model
	shows that the financial efficiency helps a country to increase the FDI which indicates positive linkage 

	Prasad, Rogoff et al. (2005)
	1983-2005 ( a panel of 63 developing country) 
	Volatility of Income and Consumption Growth system 
	Major factors that have compounded the financial efficiency has a positive relation with the cross border cash flow due to output is always greater in case financial efficiency . 

	Taylor and Sarno (1997)
	1988-1997 (the United States to Latin American and Asian countries) 
	Error-correction models, 92. Co integration technique
	Better-developed banks and financial efficiency can bring long term foreign cash flow the relation between financial efficiency and cross border cash flow linked positive important than domes- tic factors in explaining the dynamics of bond flow

	Sturm, Williams et al. (2008)
	1998-2008 ( a panel of efficiency of foreign banks in Australia)
	System dynamic method 
	This study considered types of situation in financial efficiency in different financial resistance have different role and impact across country which can be affect the cross border cash flow. The efficiency may affect the remittance due to and can create negative linkage with cross boarder cash flow.

	Azam and Gavrila (2015)
	1982-2015 ( EU countries) 
	Dynamic panel method 
	The study indicates that to grow maximum foreign cash flow it is very much important to make financial activity more efficient thus indicates a positive relationship between foreign cash flow and financial efficiency. 



2.4 [bookmark: _Toc54111015]Research Gap

To understand the research gap of this project we must go throw all related data we have gathered from the World Wide Web and other reliable sector. We have seen a lot of research program and many papers related to the topic but there was very less data about financial inclusion, financial efficiency and foreign cash flows on “Bangladesh” many country used panel system to measure the data but maximum country miss the research on this topic about “Bangladesh” even there were no single individual research paper or research program on this topic in perception of Bangladesh which we can state a research gap. 








[bookmark: _Toc54111016]Chapter –III: Data and Methodology of the study

3.1 [bookmark: _Toc54111017]Variable definition with reference 
3.1.1 [bookmark: _Toc54111018]Financial inclusion 
Financial inclusion can be defined as the related availability and the easiness of the financial service to everyone. IT concludes a pectoral proceeds where individual and other business can interfere with appropriate, affordable, and timely financial products and services. These include banking, loan, equity, and insurance products. Financial inclusion actually vastly looks at those who are unbanked, under banked, and directs sustainable financial services to them. The system called financial inclusion also determined the fact with related to banking system and other valuable financial service. It can be done by various bank financial institutions to categorize the policy to increase the clean image of financial inclusion. Having more inclusive financial systems has been linked to stronger and more sustainable economic growth and development and thus achieving financial inclusion has become a priority for many countries across the globe. The thinking of financial inclusion has popular after the 2000 era when World Bank shows the importance of financial service uses to develop the country’s economy system and other important factor. The UN defines the terms financial inclusion as the easiness of financial service to use the financial activity in day to day work with the maximum reliable sources. The financial inclusion also defines the way of use of the financial activity and any activities that can be done with financial perform. 






[bookmark: _Toc54110991]Table: 1  Financial Inclusion Proxy and reference table
	Proxy 
	Reference 

	No. of bank ATM per 1000 sq.km.
	Morgan and Pontines (2018); Sarma and Pais (2011); Zwedu (2014)

	Number of deposit per 1000 people
	Bruno and Shin (2013); Zwedu (2014); Ackah and Asiamah (2016); Ramasamy and Yeung (2010)

	no. of branch per 100000 people
	Sharma, Mandela Sarma (2008); Zwedu (2014)

	No of branch /1000 sq.km.
	Mwilima and Institute (2003); Barrell and Pain (1997)

	credit/deposit ratio
	Bevan, Estrin et al. (2004)

	average size of deposits to GDP per capita
	Athreye and Kapur (2001)

	No. of bank ATM per 100000 people
	Zwedu (2014); Bevan, Estrin et al. (2004); Moshirian and Finance (2001)



3.1.2 [bookmark: _Toc54111019]Financial efficiency

Financial efficiency actually mirror zed the most important factor to consider any country. Financial efficiency can be define as the more preferable way to use the financial recourses more precisely if we say the output of the financial activity will be more then input. Financial efficacy is desirable in all organization of individual mission. It shows the intensity with which a firm use and clarify it to generate gross revenue and the effectiveness of producing, purchasing, pricing, financing, and marketing decisions. At the micro level financial efficiency refers to the efficiency with which resources are correctly allocated among competing uses at a point of time. Financial efficiency is a measure of how well an organization has managed certain trade of  (risk  and  return,  liquidity  and  profitability)  in  the  use  of  its  financial  efficiency. 


 
[bookmark: _Toc54110992]Table: 2 financial efficiency Proxy and reference table
	Proxy 
	Reference 

	Return on investment (pubic, private)
	Taylor and Sarno (1997); Sturm, Williams et al. (2008); Adeniyi, Ajide et al. (2015)

	Return on equity 
	Bailliu (2000); Razin, Sadka et al. (1998)

	Net interest margin
	Schnitzer (2002); 

	Per capita income Rate
	Von Hagen and Zhang (2014); Taylor and Sarno (1997)

	Return on assets 
	Levine (2001); Errunza (2001)

	Investment, input/ return, output Ratio 
	Park and Song (1996); Reisen and Soto (2001); Goldberg (2004); Azam and Gavrila (2015)

	Nonperforming loan as financial efficiency 
	Goldberg (2004); Demirgüç-Kunt, Levine et al.; Ndikumana (2003)



3.1.3 [bookmark: _Toc54111020]Foreign capital flows

Foreign capital flows involves capital flows from one country to another, granting the foreign investors extensive ownership stakes in domestic companies and assets or remittance send from another country or even aid from another country. Foreign investment denotes that foreigners have an active role in management as a part of their investment or an equity stake large enough to enable the foreign investor to influence business strategy. 
[bookmark: _Toc54110993]Table: 3  FCF Proxy and reference table
	Proxy 
	Reference 

	FDI
	Morgan and Pontines (2014); Toxopeus and Lensink (2008); Schoeman, NJ et al. (2000); Mwilima and Institute (2003)

	Remittance 
	Toxopeus and Lensink (2008); Brafu-Insaidoo and Biekpe (2014); Barrell and Pain (1997); Athreye and Kapur (2001)

	Foreign Trade (Export) 
	Sarma and Pais (2011); Athreye and Kapur (2001); Bruno and Shin (2013)

	Foreign Aid
	Shahbaz and Rahman (2010);Barajas, Steiner et al. (2000); Kurtishi-Kastrati (2013)



3.2 [bookmark: _Toc54111021]Methodology 
3.2.1 Phillips–Perron test
[image: ]The Phillips–Perron test (named after Peter C. B. Phillips and Pierre Perron) is a unit root test. That is, it is used in time series analysis to test the null hypothesis that a time series is integrated of order. The formula of the test is: 

Where,
et is a I(0) with zero mean and Dt−i is a deterministic trend component.
It is clear that the test of hypothesis is tested. It is also known as non paramedic test which clarify that it does not need to specify the form of the serial correlation of Δyt under the null hypothesis, thus makes the calculation of T ratio where we can get the value of  becomes different. Also including that to consider the autocorrelation and heteroskedasticity issues pp test corrects the statistics.
3.2.2 KPSS test
Kwiatkowski–Phillips–Schmidt–Shin (KPSS) tests are used for testing a null hypothesis that an observable time series is stationary around a deterministic trend against the alternative of a unit root. Hence, Kwiatkowski, Phillips, Schmidt and Shin (KPSS) have developed another method to test the stationary. In KPSS test, null hypothesis is stationary and alternative hypothesis is non-stationary. KPSS test model is as follows:
[image: ]

In the above model, hypothesis is tested for ut. For example, for intraday price curves, is time a trading day, measured in minutes or at an even finer resolution. 

3.2.3 ADF-GLS test
The ADF-GLS test (or DF-GLS test) is a test for a unit root in an economic time series sample. It was developed by Elliott, Rothenberg and Stock (ERS) in 1992 as a modification of the augmented Dickey–Fuller test (ADF). A unit root test determines whether a time series variable is non-stationary using an autoregressive model.This procedure helps to remove the means and linear trends for series that are not far from the non-stationary region. The test proceeds as follows: 
Let,
zt=(1,t).
For the time series yt, regress [y1,(1−αL)y2,...,(1−αL)yT]
On [z1,(1−αL)z2,...,(1−αL)zT] 
Yielding ̃βGLSwhereα= 1 + ̄c/T, u0= 0,
And   ̄c= -13.5 forthe detrainedstatistic. Detrained ̃yt=yt−z′t ̃βGLSis then employed in the (augmented) Dickey-Fuller regression, with no inter-crept nor time trend. The t−statistic on   yt−1is the DF-GLS statistic.  For the demeaned case, this is omitted from zt , and ̄c= -7.0.

3.2.4 Zivot–Andrews test

Zivot and Andrews (1992) endogenous structural break test is a sequential test which utilizes the full sample and uses a different dummy variable for each possible break date. The break date is selected where the t-statistic from the ADF test of unit root is at a minimum (most negative). Consequently a break date will be chosen where the evidence is least favorable for the unit root null. The critical values in Zivot and Andrews (1992) are different to the critical values in Perron (1989).In the Zivot-Andrews tests, the null hypothesis is that the series has a unit root with structural break(s) against the alternative hypothesis that they are stationary with break(s)
[bookmark: _Toc54111026]Chapter IV: Empirical assessment
4.1 [bookmark: _Toc54111027]Unit root test

[bookmark: _Toc54110994]Table 4: Panel unit root test 

	Panel unit root test: Summary 
	

	Series:  EX
	
	
	

	Date: 10/23/20   Time: 19:12
	

	Sample: 1 2254
	
	

	Exogenous variables: Individual effects

	User-specified lags: 1
	
	

	Newey-West automatic bandwidth selection and Bartlett kernel

	
	
	
	
	

	
	
	
	
	

	
	
	
	Cross-
	

	Method
	Statistic
	Prob.**
	sections
	Obs

	Null: Unit root (assumes common unit root process) 

	Levin, Lin & Chu t*
	-3.83375
	 0.0001
	 49
	 1294

	
	
	
	
	

	Null: Unit root (assumes individual unit root process) 

	Im, Pesaran and Shin W-stat 
	-19.4343
	 0.0000
	 49
	 1294

	ADF - Fisher Chi-square
	 550.800
	 0.0000
	 49
	 1294

	PP - Fisher Chi-square
	 1284.96
	 0.0000
	 49
	 1555

	
	
	
	
	

	
	
	
	
	

	** Probabilities for Fisher tests are computed using an asymptotic Chi

	        -square distribution. All other tests assume asymptotic normality.



Interpretation
 As we can see that the Unit root test result implies thee test values are significant or not. They present stationary parameter or do not. We can see that in “R” all six tests under unit root test at level they seems are not significant and non stationary but if we see in first level difference test of Remittance which is “Delta R” in the test result box in first test Levin, Lin & Chu t* the value of “Delta R is NON significant and non stationary but in other 5 test the value seems significant and stationary. Then in FDI at level it was same non stationary and non significant all test result but at first level difference all FDI value are significant and stationary except one the Levin, Lin & Chu t* value. So the majority part of FDI here same as like remittance stationary and significant. In case of CBB at level results are same non significant and non stationary but here at first level difference the result implies all values are significant and stationary. In DCP at level they seems are not significant and non stationary but if we see in first level difference the results are all stationary and significant. In case of BC the results in at level are non significant and non stationary, but in first level difference the results shows that the values are significant and stationary. And in last the M is also not significant and non stationary in at level calculation but in first level difference the values are significant and stationary.

[bookmark: _Toc54110995]Table: 5 Cointegration test 

	Pedroni Residual Cointegration Test
	
	

	Series: EX FDI HCI GCF DCP DCB 
	
	

	Date: 10/23/20   Time: 19:13
	
	

	Sample: 1 2254
	
	
	

	Included observations: 2254
	
	

	Cross-sections included: 3 (46 dropped) in non-parametric (PP) test; 1

	        (48 dropped) parametric (ADF) test
	

	Null Hypothesis: No cointegration
	
	

	Trend assumption: No deterministic trend
	

	User-specified lag length: 1
	
	

	Newey-West automatic bandwidth selection and Bartlett kernel

	
	
	
	
	
	

	
	
	
	
	
	

	Alternative hypothesis: common AR coefs. (within-dimension)

	
	
	
	
	Weighted
	

	
	
	Statistic
	Prob.
	Statistic
	Prob.

	Panel v-Statistic
	-0.615225
	 0.7308
	-2.583787
	 0.9951

	Panel rho-Statistic
	 0.013028
	 0.5052
	 1.444303
	 0.9257

	Panel PP-Statistic
	-0.224211
	 0.4113
	 2.413579
	 0.9921

	Panel ADF-Statistic
	 4.921185
	 1.0000
	 4.921185
	 1.0000

	
	
	
	
	
	

	Alternative hypothesis: individual AR coefs. (between-dimension)

	
	
	
	
	
	

	
	
	Statistic
	Prob.
	
	

	Group rho-Statistic
	 0.787648
	 0.7845
	
	

	Group PP-Statistic
	 0.794154
	 0.7864
	
	

	Group ADF-Statistic
	 6.410503
	 1.0000
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Cross section specific results
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Phillips-Peron results (non-parametric)
	

	
	
	
	
	
	

	Cross ID
	AR(1)
	Variance
	HAC  
	Bandwidth
	Obs

	 1971
	
	Dropped from Test
	

	 1972
	
	Dropped from Test
	

	 1973
	
	Dropped from Test
	

	 1974
	
	Dropped from Test
	

	 1975
	
	Dropped from Test
	

	 1976
	
	Dropped from Test
	

	 1977
	
	Dropped from Test
	

	 1978
	
	Dropped from Test
	

	 1979
	
	Dropped from Test
	

	 1980
	
	Dropped from Test
	

	 1981
	
	Dropped from Test
	

	 1982
	
	Dropped from Test
	

	 1983
	
	Dropped from Test
	

	 1984
	
	Dropped from Test
	

	 1985
	
	Dropped from Test
	

	 1986
	
	Dropped from Test
	

	 1987
	
	Dropped from Test
	

	 1988
	
	Dropped from Test
	

	 1989
	
	Dropped from Test
	

	 1990
	
	Dropped from Test
	

	 1991
	
	Dropped from Test
	

	 1992
	
	Dropped from Test
	

	 1993
	
	Dropped from Test
	

	 1994
	
	Dropped from Test
	

	 1995
	
	Dropped from Test
	

	 1996
	
	Dropped from Test
	

	 1997
	
	Dropped from Test
	

	 1998
	
	Dropped from Test
	

	 1999
	
	Dropped from Test
	

	 2000
	
	Dropped from Test
	

	 2001
	
	Dropped from Test
	

	 2002
	
	Dropped from Test
	

	 2003
	
	Dropped from Test
	

	 2004
	
	Dropped from Test
	

	 2005
	
	Dropped from Test
	

	 2006
	
	Dropped from Test
	

	 2007
	
	Dropped from Test
	

	 2008
	
	Dropped from Test
	

	 2009
	
	Dropped from Test
	

	 2010
	0.345
	64.40173
	66.29219
	1.00
	7

	 2011
	
	Dropped from Test
	

	 2012
	
	Dropped from Test
	

	 2013
	
	Dropped from Test
	

	 2014
	
	Dropped from Test
	

	 2015
	
	Dropped from Test
	

	 2016
	
	Dropped from Test
	

	 2017
	0.057
	80.70991
	125.6390
	2.00
	14

	 2018
	0.300
	40.61667
	40.61667
	0.00
	5

	 2019
	
	Dropped from Test
	

	
	
	
	
	
	

	Augmented Dickey-Fuller results (parametric)
	

	
	
	
	
	
	

	Cross ID
	AR(1)
	Variance
	Lag
	Max lag
	Obs

	 1971
	
	Dropped from Test
	

	 1972
	
	Dropped from Test
	

	 1973
	
	Dropped from Test
	

	 1974
	
	Dropped from Test
	

	 1975
	
	Dropped from Test
	

	 1976
	
	Dropped from Test
	

	 1977
	
	Dropped from Test
	

	 1978
	
	Dropped from Test
	

	 1979
	
	Dropped from Test
	

	 1980
	
	Dropped from Test
	

	 1981
	
	Dropped from Test
	

	 1982
	
	Dropped from Test
	

	 1983
	
	Dropped from Test
	

	 1984
	
	Dropped from Test
	

	 1985
	
	Dropped from Test
	

	 1986
	
	Dropped from Test
	

	 1987
	
	Dropped from Test
	

	 1988
	
	Dropped from Test
	

	 1989
	
	Dropped from Test
	

	 1990
	
	Dropped from Test
	

	 1991
	
	Dropped from Test
	

	 1992
	
	Dropped from Test
	

	 1993
	
	Dropped from Test
	

	 1994
	
	Dropped from Test
	

	 1995
	
	Dropped from Test
	

	 1996
	
	Dropped from Test
	

	 1997
	
	Dropped from Test
	

	 1998
	
	Dropped from Test
	

	 1999
	
	Dropped from Test
	

	 2000
	
	Dropped from Test
	

	 2001
	
	Dropped from Test
	

	 2002
	
	Dropped from Test
	

	 2003
	
	Dropped from Test
	

	 2004
	
	Dropped from Test
	

	 2005
	
	Dropped from Test
	

	 2006
	
	Dropped from Test
	

	 2007
	
	Dropped from Test
	

	 2008
	
	Dropped from Test
	

	 2009
	
	Dropped from Test
	

	 2010
	
	Dropped from Test
	

	 2011
	
	Dropped from Test
	

	 2012
	
	Dropped from Test
	

	 2013
	
	Dropped from Test
	

	 2014
	
	Dropped from Test
	

	 2015
	
	Dropped from Test
	

	 2016
	
	Dropped from Test
	

	 2017
	0.642
	37.31071
	1
	--
	8

	 2018
	
	Dropped from Test
	

	 2019
	
	Dropped from Test
	

	
	
	
	
	
	

	
	
	
	
	
	


Interpretation
For “Cointegration” test we can see the values of “Pesaran” test and “Kao” test to intercept the test result, we must look at the model number. In model 1 we can see that eight values are significant out of 11 number of test which indicating that there is a long run relationship establish in first model. For model 2 clearly we can see that there is no values are significant out of 11 numbers of statistics. From which we can state that there is no long run relationship establish in number 2 model. In case of number 3 model the test results of 11 statistics under “Pesaran” test the eight statistical values are significant and which clearly shows long run relationship establish in number 3 model. And in last number 4 models indicates that there are 5 statistical results out of 11 “Pesaran” test results are significant in this case we cannot clearly say that there is no long run relationship or there is long relationship. It can possible that in model number 4 there is long run relationship establish or may it cannot be possible. “Keo” test presents more reliable results. We can see that in “Kao” test and we can clearly state that in model one, two and three represents long run relationship between foreign currency and financial inclusion but in case of model number four it shows there is no long run relationship establish.

[bookmark: _Toc54110996]Table: 6 Cross-sectional dependency test
	Cross-Section Dependence Test
	

	Series: EX
	
	

	Null hypothesis: No cross-section dependence (correlation)

	Sample: 1 2254
	
	

	Periods included: 46
	

	Cross-sections included: 49
	

	Total panel (unbalanced) observations: 1878

	Note: non-zero cross-section means detected in data

	Test employs centered correlations computed from pairwise samples

	
	
	
	

	
	
	
	

	Test
	Statistic  
	d.f.  
	Prob.  

	
	
	
	

	
	
	
	

	Breusch-Pagan LM
	22293.61
	1176
	0.0000

	Pesaran scaled LM
	435.4379
	
	0.0000

	Bias-corrected scaled LM
	434.8934
	
	0.0000

	Pesaran CD
	143.9605
	
	0.0000

	
	
	
	

	
	
	
	



Interpretation 
In matter of cross-sectional dependency test we value of all four tests Breusch-Pagan LM, Pesaran scaled LM, Bias-corrected scaled LM, Pesaran CD all values of test variables are significant. Among the four cross- sectional dependency test there is a cross sectional relationship between all variable. That means each variable influence or help to conclude other value. All six variables are influence able with each other. They are not isolated each one influence other. Each and every variable data seems significant that means we can confirm that the data and the variable we are taking for teats are cross-section ally dependent on each other they are confront influencing each other. 





4.2 [bookmark: _Toc54111028]Base line estimation

[bookmark: _Toc54110997]Table: 7 Base line estimation test dependent variable: Remittance 

	Dependent Variable: EX
	
	

	Method: Panel Least Squares
	
	

	Date: 10/23/20   Time: 19:15
	
	

	Sample: 1 2254
	
	
	

	Periods included: 28
	
	

	Cross-sections included: 3
	
	

	Total panel (unbalanced) observations: 59
	

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	
	
	
	
	

	
	
	
	
	

	FDI
	2.709865
	0.601470
	4.505402
	0.0000

	HCI
	24.92796
	42.61877
	0.584906
	0.5611

	GCF
	0.384342
	0.215480
	1.783653
	0.0802

	DCP
	0.076399
	0.144405
	0.529062
	0.5990

	DCB
	0.005677
	0.006641
	0.854813
	0.3965

	C
	1.692634
	14.61323
	0.115829
	0.9082

	
	
	
	
	

	
	
	
	
	

	R-squared
	0.578776
	    Mean dependent var
	33.68904

	Adjusted R-squared
	0.539038
	    S.D. dependent var
	18.57873

	S.E. of regression
	12.61388
	    Akaike info criterion
	8.003617

	Sum squared resid
	8432.828
	    Schwarz criterion
	8.214892

	Log likelihood
	-230.1067
	    Hannan-Quinn criter.
	8.086090

	F-statistic
	14.56476
	    Durbin-Watson stat
	1.213515

	Prob(F-statistic)
	0.000000
	
	
	

	
	
	
	
	

	
	
	
	
	




	Dependent Variable: EX
	
	

	Method: Panel Least Squares
	
	

	Date: 10/23/20   Time: 19:15
	
	

	Sample: 1 2254
	
	
	

	Periods included: 28
	
	

	Cross-sections included: 3
	
	

	Total panel (unbalanced) observations: 59
	

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	
	
	
	
	

	
	
	
	
	

	FDI
	2.434032
	0.603457
	4.033477
	0.0002

	HCI
	31.74635
	41.79698
	0.759537
	0.4510

	GCF
	0.434624
	0.212225
	2.047941
	0.0457

	DCP
	0.036051
	0.144096
	0.250189
	0.8034

	DCB
	0.008650
	0.006708
	1.289503
	0.2030

	C
	-1.697120
	14.38200
	-0.118003
	0.9065

	
	
	
	
	

	
	
	
	
	

	
	Effects Specification
	
	

	
	
	
	
	

	
	
	
	
	

	Cross-section fixed (dummy variables)
	

	
	
	
	
	

	
	
	
	
	

	R-squared
	0.612784
	    Mean dependent var
	33.68904

	Adjusted R-squared
	0.559637
	    S.D. dependent var
	18.57873

	S.E. of regression
	12.32882
	    Akaike info criterion
	7.987231

	Sum squared resid
	7751.987
	    Schwarz criterion
	8.268931

	Log likelihood
	-227.6233
	    Hannan-Quinn criter.
	8.097195

	F-statistic
	11.52993
	    Durbin-Watson stat
	1.221802

	Prob(F-statistic)
	0.000000
	
	
	

	
	
	
	
	

	
	
	
	
	



For model 1
There are two following model we can see that in test to effect of remittance to financial inclusion For model 1, OLS “CBB” has establish negative effects running from financial inclusion to remittance, but in terms of money supply which is “M” showing positive effect running, in case of “TO” the effect runs positive, In8 terms of “DCP” has establish a negative effects running from financial inclusion to remittance
For model 1, RE test show when the variable is CBB the results shows negative effect establish running from financial inclusion to remittance, according to Money supply which is showing by “M” in RE test establish a positive effect, in case of variable “Y” it establish a negative effect, in case of ‘TO” variable we can see that the effect is positive, with ‘DCP” variable the effect seems negative. With “GCF” variable the effect seems negative also and with “C” variable there is a positive effect running from financial inclusion to remittance.
For model 1, FE test shows when the variable is CBB the results shows negative effect establish running from financial inclusion to remittance, showing by “M” in FE test establish a positive relationship, in case of variable “Y” it establish a negative effect, in case of ‘TO” variable we can see that the effect is positive, with ‘DCP” variable the effect seems negative. With “GCF” variable the effect highlighted negative also and in case of “C” variable there is a positive effect running from financial inclusion to remittance.
For model 2
In case of model 2, OLS test result with “BC” variable has establish positive effects running from financial inclusion & financial efficiency to remittance, with “M” variable the OLS test results implies positive effect, other variable which “Y” show negative effect, DCP seems has establish negative effect and “GCF” variable has negative effect overrunning from financial inclusion & financial efficiency to remittance

For model 2, RE test show when the variable is “BC” the results shows positive effect establish running from financial inclusion and financial efficiency to remittance, according to Money supply which is showing by “M” in RE test establish a positive effect, in case of variable “Y” it establish a negative effect, in case of ‘TO” variable we can see that the effect is positive, with ‘DCP” variable the effect seems negative. With “GCF” variable the effect seems negative effect running from financial inclusion and financial efficiency to remittance

FE test show when the variable is “BC” the results shows positive effect establish running from financial inclusion and financial efficiency to remittance, according to Money supply which is showing by “M” in RE test establish a positive effect, in case of variable “Y” it establish a negative effect, in case of ‘TO” variable we can see that the effect is positive, with ‘DCP” variable the effect seems negative. With “GCF” variable the effect seems negative effect running from financial inclusion and financial efficiency to remittance
[bookmark: _Toc54110998]Table: 8 Base line estimation test dependent variable:  FDI

For model 1
	Dependent Variable: R
	
	

	Method: Panel Least Squares
	
	

	Date: 10/23/20   Time: 19:16
	
	

	Sample: 1 2254
	
	
	

	Periods included: 39
	
	

	Cross-sections included: 3
	
	

	Total panel (unbalanced) observations: 95
	

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	
	
	
	
	

	
	
	
	
	

	INF
	-0.082422
	0.062286
	-1.323282
	0.1891

	IMP
	0.151230
	0.025886
	5.842087
	0.0000

	HCI
	-17.22164
	7.055415
	-2.440911
	0.0166

	GCF
	-0.129260
	0.063533
	-2.034549
	0.0449

	FDI
	-0.306238
	0.143332
	-2.136572
	0.0354

	C
	9.137105
	3.202472
	2.853141
	0.0054

	
	
	
	
	

	
	
	
	
	

	R-squared
	0.322664
	    Mean dependent var
	4.025304

	Adjusted R-squared
	0.284612
	    S.D. dependent var
	5.413146

	S.E. of regression
	4.578473
	    Akaike info criterion
	5.941683

	Sum squared resid
	1865.655
	    Schwarz criterion
	6.102981

	Log likelihood
	-276.2300
	    Hannan-Quinn criter.
	6.006860

	F-statistic
	8.479440
	    Durbin-Watson stat
	1.602881

	Prob(F-statistic)
	0.000001
	
	
	

	
	
	
	
	

	
	
	
	
	



There are also 2 model here in case of FDI effect variable results on Financial inclusion and effect of financial efficiency for the first model In case of OLS test when the variable seems “CBB” the effect of has establish a positive running from financial inclusion and financial efficiency to FDI. But in terms of money supply which is “M” showing Negative relationship running, variable “TO” has a positive effect running on. in case of “TO” the effect runs positively, In terms of “DCP” has establish a negative effects running, and with variable “GCE” the effect is positively running with from financial inclusion to FDI
In first model of FDI for RE test show when the variable is M the results has positive effect establish running from financial inclusion to FDI, in case of variable “Y” it establish a positive effect, in case of ‘TO” variable we can see that the effect is positive, with ‘DCP” variable the effect seems negative. With “GCF” variable the effect seems positive effect also and variable “C” shows there is a negative effect running from financial inclusion to FDI.
FE test shows when the variable is CBB the results shows negative effect establish running from financial inclusion to FDI, showing by “M” in FE test establish a positive effect, in case of variable “Y” it establish a positive effect, in case of ‘TO” variable we can see that the effect is positive, with ‘DCP” variable the effect seems negative. With “GCF” variable the effect highlighted positive also and in case of “C” variable there is a negative effect running from financial inclusion to FDI.
For model 2

In case of model 2, OLS test result with “BC” variable has establish negative effects running from financial inclusion & financial efficiency to FDI, variable which “TO” show negative effect, and “GCF” variable has negative effect overrunning from financial inclusion & financial efficiency to FDI.
For model 2, RE test show when the variable is “BC” the results shows positive effect establish running from financial inclusion with FDI, in case of ‘TO” variable we can see that the effect is positive. With “GCF” variable the effect seems positive effect and variable “C” has establish negative effect with running from financial inclusion and financial efficiency to FDI.
FE test show when the variable is “BC” the results shows positive effect establish running from financial inclusion and financial efficiency to FDI, in case of ‘TO” variable we can see that the effect is positive. With “GCF” variable the effect seems positive effect running and “C” variable there is a negative effect running from financial inclusion and financial efficiency to FDI.










4.3 [bookmark: _Toc54111029]ADRL, GMM, sys-GMM
[bookmark: _Toc54110999]Table: 9 ADRL, GMM, sys-GMM (Dependent variable: Remittance)

	Dependent Variable: FDI
	
	

	Method: Panel Generalized Method of Moments
	

	Date: 10/23/20   Time: 19:19
	
	

	Sample: 1 2254
	
	
	

	Periods included: 39
	
	

	Cross-sections included: 3
	
	

	Total panel (unbalanced) observations: 95
	

	2SLS instrument weighting matrix
	

	Instrument specification: C FDI GCF HCI IMP INF M

	Constant added to instrument list
	

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	
	
	
	
	

	
	
	
	
	

	GCF
	0.047251
	0.089558
	0.527599
	0.5991

	HCI
	28.88019
	13.23715
	2.181752
	0.0318

	IMP
	0.130192
	0.034759
	3.745532
	0.0003

	INF
	0.028115
	0.087546
	0.321145
	0.7489

	M
	-0.105891
	0.049945
	-2.120162
	0.0368

	C
	-10.52134
	4.629378
	-2.272734
	0.0255

	
	
	
	
	

	
	
	
	
	

	R-squared
	0.215071
	    Mean dependent var
	4.035241

	Adjusted R-squared
	0.170974
	    S.D. dependent var
	7.109092

	S.E. of regression
	6.472891
	    Sum squared resid
	3728.950

	Durbin-Watson stat
	2.686186
	    J-statistic
	89.00000

	Instrument rank
	7
	    Prob(J-statistic)
	0.000000

	
	
	
	
	

	
	
	
	
	




Interpretation 
According to the Remittance model 1 With the ARDL statistic we can see that the variable CBB seems significant and coming with negative number so the value shows negative effect on relationship between financial inclusion and remittance. At the same time we can see that the variable M has a positive effect. Other variable called Y has a negative effect. TO another variable from the statistic has positive effect and GCF which contain the positive effect on relationship between financial inclusion and remittance. According to the model ARDL we have also short run statistic over the variable we can see in the statistic table the Cointeq01 has a negative effect. The CBB variable under short run has positive effect. Variable M which means money supply has a turning positive effect in short run. Variable “TO” from statistic has positive effect. And DCP, GCF has negative effect under short run in relationship with remittance and financial inclusion.
With GMM statistic variable CBB seems significant showing the value is negative number the variable implies negative effect on relationship between financial inclusion and remittance. At the same time we can see that the variable M has a positive effect. Other variable called Y has a negative effect. TO another variable from the statistic has positive effect and DCP which contain the negative effect on relationship between financial inclusion and remittance.
Another statistical test result called Sys-gmm has a new variable starting with R-1 has negative effect another variable CBB seems significant showing the vale is negative number the variable implies negative effect on relationship between financial inclusion and remittance. At the same time we can see that the variable M has a positive effect. Other variable called Y has a negative effect. TO another variable from the statistic has positive effect and DCP, GCF which contain the negative effect on relationship between financial inclusion and remittance.
According to the Remittance model 2 With the ARDL statistic we can see that the variable BC seems significant and coming with positive number so the value shows positive effect on relationship between financial inclusion and remittance. At the same time we can see that the variable M has a positive effect. Other variable called Y has a negative effect. TO another variable from the statistic has positive effect and GCF which contain the negative effect on relationship between financial inclusion and remittance. According to the model ARDL we have also short run statistic over the variable we can see in the statistic table the Cointeq01 has a negative effect. The BC variable under short run has positive effect. Variable M which means money supply has a turning negative effect in short run. Variable “Y” from statistic has positive effect. And DCP, GCF has negative effect under short run in relationship with remittance and financial inclusion.
Another GMM statistic in second model of remittance variable BC seems significant showing the value is positive number the variable implies positive effect on relationship between financial inclusion and remittance. At the same time we can see that the variable Y has a negative effect. Other variable called TO has a positive effect. DCP another variable from the statistic has negative effect and GCF which contain the negative effect on relationship between financial inclusion and remittance.
[bookmark: _Toc54111000]Table: 10 ADRL, GMM, sys-GMM (Dependent variable: FDI)

	Dependent Variable: FDI
	
	

	Method: Panel Generalized Method of Moments
	

	Date: 10/23/20   Time: 19:19
	
	

	Sample: 1 2254
	
	
	

	Periods included: 24
	
	

	Cross-sections included: 3
	
	

	Total panel (unbalanced) observations: 54
	

	2SLS instrument weighting matrix
	

	Instrument specification: C FDI GCF HCI IMP INF M

	Constant added to instrument list
	

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	
	
	
	
	

	
	
	
	
	

	BFC
	-0.735036
	1.407145
	-0.522359
	0.6039

	GCF
	-0.419183
	1.406476
	-0.298038
	0.7670

	HCI
	214.8374
	406.2426
	0.528840
	0.5994

	IMP
	-0.126177
	0.482069
	-0.261739
	0.7947

	INF
	-1.343342
	2.471134
	-0.543614
	0.5893

	M
	1.678321
	3.296814
	0.509074
	0.6131

	C
	-54.91901
	102.3290
	-0.536691
	0.5940

	
	
	
	
	

	
	
	
	
	

	R-squared
	-83.945354
	    Mean dependent var
	3.608564

	Adjusted R-squared
	-94.789442
	    S.D. dependent var
	4.932550

	S.E. of regression
	48.27589
	    Sum squared resid
	109536.4

	Durbin-Watson stat
	1.530610
	    J-statistic
	3.10E-24

	Instrument rank
	7
	
	
	

	
	
	
	
	

	
	
	
	
	



Interpretation
According to the FDI model 1 With the ARDL statistic here the variable CBB seems significant and coming with positive number so the value shows positive effect on relationship between financial inclusion and FDI. At the same time we can see that the variable M has a negative effect. Other variable called Y has a positive effect. TO another variable from the statistic has positive effect. Another variable which has positive effect is DCP and GCF which contain the negative effect on relationship between financial inclusion and FDI. According to the model ARDL we have also short run statistic over the variable we can see in the statistic table the Cointeq01 has a negative effect. The CBB variable under short run has positive effect. Variable M which means money supply has a turning negative effect in short run. Variable Y in short run FDI ARDL test seems positive. Variable “TO” from statistic has negative effect. And GCF has positive effect under short run in relationship with FDI and financial inclusion, financial efficiency.
With GMM statistic variable CBB seems significant showing the value is positive number the variable implies positive effect on relationship between financial inclusion and FDI. At the same time we can see that the variable M has a negative effect. Other variable called Y has a positive effect. TO another variable from the statistic has positive effect and DCP which contain the negative effect. Last variable of this statistic test GCF has positive effect on relationship between financial inclusion and FDI.
Another statistical test result called Sys-gmm has a new variable starting with FDI-1 has positive effect another variable M seems significant showing the vale is positive number the variable implies positive effect on relationship between financial inclusion and FDI. At the same time we can see that the variable Y has a positive effect. Other variable called TO has a positive effect. DCP another variable from the statistic has negative effect and GCF which contain the positive effect on relationship between financial inclusion and FDI.
According to the FDI model 2 With the ARDL statistic we can see that the variable BC seems significant and coming with positive number so the value shows positive effect on relationship between financial inclusion, efficiency and FDI. At the same time we can see that the variable M has a negative effect. Other variable called Y has a positive effect. TO another variable from the statistic has negative effect. Another variable called DCP seems has positive effect and GCF which contain the negative effect on relationship between financial inclusion and FDI. According to the model ARDL we have also short run statistic over the variable we can see in the statistic table the Cointeq01 has a negative effect. The BC variable under short run has positive effect. Variable M which means money supply has a turning positive effect in short run. Variable “TO” from statistic has positive effect. DCP another variable has positive effect and GCF has negative effect under short run in relationship with FDI and financial inclusion.
Another GMM statistic in second model of remittance variable BC seems significant showing the value is negative number the variable implies negative effect on relationship between financial inclusion and FDI. At the same time we can see that the variable TO has a positive effect. Other variable called TO has a positive effect. DCP another variable from the statistic has negative effect on relationship between financial inclusion and efficiency to FDI.
According to test result called Sys-gmm in second model has a new variable starting with FDI-1 has positive effect another variable BC seems significant showing the vale is positive number the variable implies positive effect on relationship between financial inclusion and FDI. At the same time we can see that the variable TO has a positive effect. Another variable from the statistic has positive effect and GCF which contain the positive effect on relationship between financial inclusion and FDI.

4.4 [bookmark: _Toc54111030]Causality test 

[bookmark: _Toc54111001]Table: 11 Causality test (dependent variable remittance model-1)

Bidirectional causality running between these variable where both of them influence each other [CBBR]; [MR]; [YR]; [TOR]; [GCFR]; [RCBB]; [MCBB]; [YCBB]; [TOCBB]; [DCPCBB]; [GCFCBB]; [RM]; [CBBM]; [DCPM]; [GCFM]; [RY]; [MY]; [DCPY]; [RTO]; [CBBTO]; [MTO]; [DCPTO]; [GCFTO]; [RDCP]; [CBBDCP]; [MDCP]; [TODCP]; [GCFDCP]; [RGCF]; [MGCF]; [YGCF]; [DCPGCF]
Furthermore, unidirectional causality running with these variables it doesn’t influence each other: [DCPR]; [YM]; [TOM]; [CBBY]; [TOY]; [GCFY]; [YTO]; [YDCP]; [CBBGCF]; [TOGCF]

[bookmark: _Toc54111002]Table: 12 Causality test (dependent variable remittance model-2)

Bidirectional causality running between these variable where both of them influence each other : [YR]; [TOR]; [GCFR]; [RBC]; [MBC]; [YBC]; [TOBC]; [DCPBC]; [GCFBC]; [RM]; [YM]; [DCPM]; [GCFM]; [RY]; [TOY]; [DCPY]; [GCFY]; [RTO]; [BCTO]; [MTO]; [YTO]; [DCPTO]; [GCFTO] [RDCP]; [BCDCP]; [MDCP]; [YDCP]; [TODCP]; [GCFDCP]; RGCF]; [BCGCF]; [MGCF]; [YGCF]; [TOGCF]; [DCPGCF]
Furthermore, unidirectional causality running with these variables it doesn’t influence each other: [BCR]; [MR]; [DCPR]; [BCM]; [TOM]; [BCY]; [MY];
[bookmark: _Toc54111003]Table: 13 Causality test (dependent variable FDI model-1)

Bidirectional causality running between these variable where both of them influence each other:
[MFDI]; [YFDI]; [TOFDI]; [DCPFDI]; [GCFFDI]; [MCBB]; [YCBB]; [TOCBB]; [DCPCBB]; [GCFCBB]; [CBBM]; [YM]; [TOM]; [DCPM]; [GCFM]; [CBBY]; [DCPY]; [GCFY]; [FDITO]; [CBBTO]; [DCPTO]; [GCFTO]; [FDIDCP]; [CBBDCP]; [MDCP]; [YDCP]; [TODCP]; [GCFDCP];[FDIGCF]; [CBBGCF]; [MGCF]; [YGCF]; [TOGCF];
Furthermore, unidirectional causality running with these variables it doesn’t influence each other: [CBBFDI]; [FDICBB]; [FDIM]; [FDIY]; [MY]; [TOY]; [MTO]; [YTO]
[bookmark: _Toc54111004]Table: 14 Causality test (dependent variable FDI model-2)
[bookmark: _GoBack]Bidirectional causality running between these variable where both of them influence each other:
[MFDI]; [TOFDI]; [DCPFDI]; [GCFFDI]; [FDI BC]; [MBC]; [YBC]; [TOBC]; [DCPBC]; [GCFBC]; [FDI M]; [BCM]; [YM]; [TOM]; [DCPM]; [GCFM]; [BCY]; [MY]; [TOY]; [DCPY]; [GCFY]; [FDI TO]; [BCTO]; [DCPTO]; [GCFTO]; [FDI DCP]; [BCDCP]; [MDCP]; [YDCP]; [TODCP]; [GCFDCP]; [FDI GCF]; [BCGCF]; [MGCF]; [YGCF]; [TOGCF]; [DCPGCF]
Furthermore, unidirectional causality running with these variables it doesn’t influence each other: [BCFDI]; [YFDI]; [FDI Y]; [MTO]; [YTO];






[bookmark: _Toc54111031]Chapter V: Conclusion and findings
In true meaning of conclusion can be expressed if we conclude the entire result conclusion here. As we have seen we have one five tests so far to finding the result about the financial inclusion and financial efficiency effect in cross border currency. In the first we have covered unit root test where we have seen how the variable of testing statistic express the monitoring results in at level and first deference level. According to the test all dependent and independent variable have significant and stationary value at level results which means they are all holding significant value over financial inclusion and foreign cash flows but at first level difference we have seen the values lies with non significant and non stationary statistic. They are not significantly stationary at first level difference test between financial inclusion and financial efficiency with cross border cash flows.
Another testing approach which was Cointegration test shows us different relationship results between financial inclusion and financial efficiency with cross border cash flows. Here we run four models with different variable both the independent and depended variable. We have seen the model one two and three implies the long run relationship between financial inclusion and efficiency with cross border cash flow. Through that we can state that the financial inclusion and efficiency influence the cross border cash flow in long run relationship. 
In a result with cross sectional dependency test we have seen that every variable somehow influence each other in a different manner. That implies each and every variable has an impact on other variable as an example we if remittance has negative effect then foreign cash flow will affect negatively. All value has a different number of statistic but each one influence others. Also there was two model in dependent variable through which the relationship between financial influence and foreign cash flow reviles in different manner. For the test we have taken two models in both the remittance form and the FDI form. In both remittance model with 3 types of testing statistic shows us that each variable differently effect the remittance over financial inclusion say as example if money supply is significant and have a positive impact over the remittance model so the money supply has establish a positive impact over financial inclusion and financial efficiency to remittance through the entire results we can state that the financial inclusion has a positively affect over remittance if the remittance flows negative verse then the financial inclusion is not that much good. Same goes in case of FDI model we have seen so far the FDI model implies positively affect with foreign cash flow if FDI goes on good condition the cross border cash flow increases and the financial efficiency increases if the FDI falls down the financial inclusion and efficiency rate goes down over the time then the cross border cash flow will affected according to the model.
In cash of ARDL, GMM, SYS-GMM we have seen clearly that how remittance with 2 model and FDI with two different model actually making impact over financial inclusion and financial efficiency to cross border cash flows. With the amplification we can find that in long run remittance has an impact over the cross border cash flow and due to the affect of cross border cash flow if affected by remittance model where other variables making different effect and establishing different result with financial inclusion and remittance. So the financial inclusion and efficiency will be positively affected by remittance and the remittance is the dependent variable for which remittance has a positive effect on cross border cash flow. In case of FDI model according to long run the affect is positive in so many variable because the FDI can progress in upside only if the financial inclusion and financial efficiency is good in any country and also the cross border cash flows will have positive effect over FDI only if the FDI goes positive with financial inclusion. 
In another test called causality test we have seem so far how in two separate models have influence over each and every variable and how the variable goes on with unidirectional attitude. Here we have seen many of the remittance models runs with Bidirectional causality running the amount of unidirectional models are less then Bidirectional causality. Which prove that each and every variable is significantly affect and having same verse effect with each other which shows that each variable has impact and influence with other so we can state that the financial inclusion and financial efficiency is effected positively in relation with cross border cash flows and of course represent that if financial inclusion is not good or financial efficiency is not good then the cross border cash flows will not positive affected.
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