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CHAPTER ONE
INTRODUCTION
1.1.  Background to the Study
Financial inclusion refers to a process that ensures the ease of access, availability and usage of the formal financial system by all members of an economy. Martinez (2011) identified financial access as an important policy tool employed by government in fighting and stimulating growth given its ability to facilitate efficient allocation of productive resources, thus reducing the cost of capital. This process otherwise referred to as an inclusive financing system can significantly improve the day-to-day management of finances, as well as reduce the growth of informal sources of credit (such as money lenders), which are often found to be exploitative. An inclusive financial system is now widely recognized as a policy priority in many countries with initiatives coming from the financial regulators, the government and the banking industry. Legislative measures have also been initiated in some countries leading to such regulatory frameworks as the United States Community Reinvestment Act (1997), which requires banks to offer credit throughout their entire area of operation and prohibits them from targeting only the rich neighborhoods. In France, the Law on Exclusion (1998) emphasizes an individual’s right to have a bank account, while government of the United Kingdom constituted, a ‘Financial Inclusion Task Force’ in 2005 in order to monitor the development of financial inclusion. Regulations have also been enacted in developing nations such as the Reserve Bank of India Financial Inclusion initiative and the Central Bank of Nigeria (CBN) Micro-finance banking policy (2005). In South Africa, a low-cost bank account called Mzansi was launched for financially excluded people in 2004 by the South African Banking institutions and Self-help Groups in order to extend financial services to the excluded. Many of these regulatory frameworks were designed as mediums for improving economic welfare of low-income groups such as rural women being able to buy serving machine and establish small businesses artesian having access to wider financial services with capacity to increase or stabilize income and thus build resilience against economic shocks. Besides income benefits of a safe place to make deposits and access to affordable credit assistance, access to financial services through micro-savings and micro-credit has resulted in positive outcomes such as a reduction in child-labour and increases in agricultural productivity (Robinson, 2001).
In essence financial inclusion is complementary to economic growth as the two contribute toward poverty alleviation. For instance, Demirgue-Kunt, Beck and Honohan, (2008) (Johnson and Murdoch, 2008) Hannig and Jansen (2010) noted that financial sector development is a driver of economic growth which indirectly reduces poverty and inequality while appropriate financial services for the poor can improve their welfare Such inclusive financial system is therefore a veritable avenue for economic development and growth given its capacity to ensure improvement in the delivery of efficient services, creation of saving opportunities and facilitation of capital formation among the poor (Ahmed, 2006).
Furthermore, academic literatures abound on the nexus between financial development and economic growth (Odedokun, 1989; Ayadi et al, 2008; Ighodaro and Oriaki, 2011). Emphasis of these studies focus on the relationship between financial aggregates, financial sector development and economic growth. Studies on the likely impacts of financial inclusion as means for including the ‘excluded’ poor in the scheme for economic development and growth are relatively scarce and the extent to which an enhanced bank intermediation activities can support economic development in the Nigerian case as not been exhaustively addressed. 
1.2. Statement of the Research Problem
Financial Inclusion is critical to the attainment of poverty reduction, removal of barriers to economic participation of rural dwellers, women, youths and those at the bottom of poverty. It is also focused on improving financial education for rural dwellers. Financial Inclusion will help pave way for sustainable economic growth by providing financial services to individuals and communities that traditionally have limited or no access to the formal financial sector as evidenced in Nigerian rural dwellers. This study is an attempt to bridge the gap in this essential area and thus complement existing research designed to achieve adequate financial inclusion by the CBN. The aim of the study is to undertake an in-depth review of the effect of financial inclusion on Nigerian economic growth in the thirty (30) year period 1982-2012. 
1.3. Research Questions
i. Is there any effect of financial inclusion on Nigerian Bank intermediation activities towards poverty reduction in Nigeria?
ii. Is there significant relationship between financial inclusion and poverty eradication in Nigeria over the last thirty years?
iii. Have deposit money banks intermediation activities have induced financial inclusion in Nigeria within the study period?
1.4. Objective of the study
This study is meant to evaluate the prospects and challenges of financial inclusion in Nigeria. 
Specific focus of the paper is.
i. To examine the effects of financial inclusion on Nigerian bank intermediation activities, poverty reduction as well as provide an explanation of the nature of predictive relationship between elements of financial inclusion and Nigerian economic growth. 
ii. To examine the significant relationship between financial inclusion and poverty eradication in Nigeria over the last thirty years
iii. To evaluate if deposit money banks intermediation activities have induced financial inclusion in Nigeria within the study period.
1.5. Test of Hypothesis
 H01:	There is no significant relationship between financial inclusion and poverty eradication in Nigeria.
Ho2:	There is no significant relationship between financial inclusion, economic growth and development in Nigeria in the study period.
Ho3:	Commercial banks intermediation activities have not induced financial inclusion in Nigeria within the study period.

1.6. Significance of the study
This study focused on the assessment of financial inclusion in Nigeria Banking sector between 1980-2010. The stated below are some of the benefits that are drawn from this study:
To policy maker
It helps the organization to pinpoint the important challenges that exist currently and take remedial actions for suitable positive results. The banks management will directly benefit as the findings when implemented will result in the improvement of financial inclusion policies.
To practice 
It serves us a reference material for both the banks Practitioners and academicians.
All respective organizations can use the result of this study as a benchmark in measuring their financial inclusion policies against the dimensions used in this study and helps to reassess the existing literature.
To knowledge
It initiates other researchers who might be interested in pursuing research in the same area.
1.7. Scope and limitation of the study
The study is limited to address the effect of financial inclusion in Nigeria between 1980-2010. It covers the extent to which banks have been able to reach out to rural dwellers towards sustaining financial inclusion in Nigeria. Therefore, this research covers the area specified in Nigeria. Nevertheless, due to limited monetary and Time to undertake such a wide job research the researcher has limited the scope to the topic under discussion, with time framework from November, 2017 up to July, 2018, and sampling frame in the Bank’s population. The sample size was limited, and, thereby, could not take into account all the employees in the organization into the study. This study employed the cross-sectional data and it is difficult to determine the time series link across variables. Hence, the research result may differ if it is conducted in other time. Therefore, future researchers have option of expanding the scope of study by using the large and diverse sample.
1.8. Definition of Term
(SMEDAN): Small and Medium Scale Association 
Innovative financial inclusion refers to the delivery of financial services outside conventional branches of financial institutions






CHAPTER TWO
REVIEW OF RELATED LITERATURE
2.1. Concepts and Definitions
The traditional idea of financial inclusion is the provision of access to and usage of diverse, convenient, affordable financial services. Access to and use of financial services is one of the major drivers of economic growth. Financial Inclusion covers sustainable, relevant, cost effective and meaningful financial services for the financially underserved population, especially rural dwellers.
Wikipedia (2013) define financial inclusion as the delivery of financial services at affordable price and terms to the generality of the populace especially the disadvantaged and low-income segment of society. The Centre for Financial Inclusion (2013) sees financial inclusion as a state in which all people who can use financial services have access to a complement of quality financial services, provided at affordable prices, in a convenient manner and with dignity for the clients. Consultative Group for Assisting the Poor, financial inclusion means that households and businesses have access and can effectively use appropriate financial services. Such services must be provided responsibly and sustainably, in a well-regulated environment. The Reserve Bank of India defines financial Inclusion as the process of ensuring access to appropriate financial products and services needed by vulnerable groups such as weaker sections and low-income groups at an affordable cost in a fair and transparent manner by mainstream institutional players. The importance of financial inclusion derives from its impact on livelihoods. In Hariharan and Marktanner (2012), financial inclusion is a huge prerequisite for economic growth and development based on its ability to enhance capital creation, financial sector savings and intermediation and by implication investment. In the view of Khan (2011), financial inclusion improves the financial status and standard of living of the poor and vulnerable, as it enables them to increase their engagement in economic activities, increase wealth and support employment of household members. World Bank (2012) sees financial inclusion as the range, quality and availability of financial services to the underserved and financially excluded. United Nation Development Programme (2013) defined financial inclusion as an inclusive financial system that services all clients reaching out to poor and low-income people and providing them with affordable financial services tailored to their needs. Nigerian F I Strategy (2013) stated that financial inclusion is achieved when adults have easy access to a broad range of formal financial services that meet their needs and are provided at affordable cost. Bank of India (2012) defined financial inclusion as the delivery of financial services at an affordable cost to the vast section of the disadvantaged and low-income groups.
Okafor (2012) observed that financial inclusion accelerates the flow of credit to small-scale enterprises, which serves as a new engine of sustaining small- scale enterprises growth and balance development, because credit provides a significant source of employment and income to the rural dwellers. Goodland, Onumah and Amadi (2012) and Yaron, Benjamin and
Piprek (2013) reported that financial inclusion enhances efficient allocation of resources through financial intermediation. Financial intermediation is the movement of money from those who have an excess to those who have shortage. The movement of money to those who make use of it improves resource allocation efficiency especially in rural areas. Dia (2006) (cited in Goodland et.al 2012) opined that such transfer results in a more equitable distribution of incomes; with transfer being used for health and education which increase the access of the poor to this services/investment. Afolabi and Osota (2009) and World Bank (2012) also argued that it improves ownership patterns which impact positively on the productivity and status of the poor.
Clark (2013) further asserted that financial inclusion helps people to diversify or increase income stream in the house, provides liquidity/cash flow; absorbs shock of adversity by building assets which enables client to cope with loss through consumption smoothing, thus avoiding the sale of productive assets. It increases income when the credit is used for an income generating activity and that activity generates returns in excess of the loan installment repayments, while it builds asset when the credit-financed investment does not generate a significant net profit but create an asset since the investment remains with the clients. The World Bank (2013) asserted that financial inclusion in about 398 villages in rural area in Niger Republic accounted for 84 per cent of total loans in those villages and was equal to 17 per cent of income of these rural dwellers.
While several definitions of financial inclusion exist with focus on the extent of individuals’ involvement in banking activities, it may sometimes be necessary to point out that financial inclusion involves more than mere banker-customer relationship. Chakraborty (2011) defines financial inclusion as the process of ensuring access to appropriate financial product and services needed by vulnerable groups such as weaker societal sections and low-income groups at an affordable cost in a fair and transparent manner by mainstream institutional players, thus making an inclusive financing arrangement critical aspects in the context of economic growth and development of any economy.
An alternative definition of Financial Inclusion is the perception which views inclusion as a progression inculcating some elements of hierarchy of needs with higher levels of financial inclusion achieved as more needs are fulfilled. This perception views Inclusive financing as an "hierarchy of financial needs" syndrome that starts by promoting non-cash methods of bill payment, advancing business through borrowing and fund investment Amit Jain, and Gidget in Master Card Advisors; (2012). The hierarchy of needs as presented in Figure 2.1 begins with the most basic foundational needs such as securing a bank account for savings, making payment for transaction physical/electronic bill payment, and moving to more complex needs like borrowing, fund investment, and purchasing an insurance policy through a bank.
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Fig.2.1 Hierarchy of Financial Needs Satisfaction showing Improved Financial Inclusion with Higher Degree of Inclusion
A demonstration of the benefits from the application of a progressive “hierarchical financial inclusion” to a typical Nigerian business retailer as illustrated in figure 2.1 entails.
· The retailer is encouraged to opens a bank account in his locality and obtains a prepaid card ATM Point of Sale (POS).
· The retailer pays all store bills regularly using his prepaid card and receives payments through the POS terminal.
· Given the convenience of the prepaid card; the retailer starts using the prepaid card for other personal purchases.
· The Central Bank of Nigeria announces a credit facility through say Small and Medium Scale Association (SMEDAN); an association in which the retailer is a member.
· The retailer through his bank applies for the facility based on the history of his transaction (turnover of his bank Account) and creditworthiness qualifies him for the loan.
· The concessionary loan received affords the retailer an opportunity to expand his business which generates greater income thus he starts investing more, increases his saving, and possibly open an investment account.
· The retailer can now afford to secure his family’s financial future and buys life insurance.
2.1.1. Financial Inclusion, Economic Growth, and Roles of Mainstream Financial Institutions
Theoretical evidences suggesting that well developed financial system have strong positive impact on economic growth over a long period; Levine(2005) and Demirguc-Kunt and Levine(2008).Many academic literatures have also found a robust positive relationship at the country level between financial depth(deepening),income level and poverty reduction ;Beck, Demirguc-Kunt and Levine (2007). The ineffectiveness of the two previously administered ‘stylized financial sector policy reforms’ in Nigeria in the nature of state led industrial and agricultural development (e.g. the Agricultural Credit Guaranty Scheme in Nigeria and the Market development (using liberalization and deregulation) made institutional building approach that focused on the performance of financial institutions in delivery services to the segment of the population with little or no access to finance imperative.
Inclusive finance that affords availability and usage of formal financial system for all members of an economy especially vulnerable and financially excluded group at an affordable cost will ultimately influence economic activities. In urban areas, low-salaried employees or self-employed in such positions as shopkeepers, street vendors, foreign exchange officers as well as small-scale farmers, small gold and diamond mine operators in rural areas and others who are engaged in subsistent income-generating activities such as food processing and petty trade, especially women and children of banking age will benefit from such financing activities. Consequently, Ogunleye (2009) links financial inclusion to financial stability, stating that the former promotes the later by facilitating inclusive growth. Financial inclusion is important for ensuring economic inclusion as financial sector development drives economic growth by mobilizing savings and investment in the productive sector; Johnson and Nino-Lazarawa (2009). This is premised on institutional infrastructures that a financial system afford which contribute to a reduction in information and transaction cost as well as indirectly enables lowering of poverty, promote pro-poor growth and lessen income inequality; Honohan and Beck (2007) and Collins et al. (2009).
The AT&SG Report (2010) links financial inclusions to economic growth through an inclusive financial access as represented in Figure 2.2 below:
Figure 2.2 Linkages between Financial Inclusion, Finance for Economic Growth and Financial Sector Development
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Source: Innovative Financial Inclusion; Expert Group AT&SG Report, G.20; 25 May, 2022
Mobilization of savings enhances financially excluded have access to financial savings institution credit delivery and reduces poverty services through investment in productive sector and welfare improvement.
Studies that linked financial system activities to economic growth and poverty reduction abound. According to Levine (2005) institutional infrastructure of the financial system contributes to reducing financial information asymmetry, contraction in transaction costs, which in turn accelerates economic growth. Effective financial inclusive policies impact economies as it contributes to reduction in poverty, pro-poor growth and accelerated economic growth. In a study tracking the financial diaries of poor people in Bangladesh, India and South Africa, Collins (2009) found causality between access to a range of appropriate and affordable financial services and improvement in poor people’s welfare & income.
Demirguc-kunt et al (2008) also observed that inclusive access to finance is not only pro-growth but also pro-poor as well as reducing income inequality and improving welfare.
In a wider context, financial inclusion contributes to economic growth through value creation of small businesses with positive spill-over effects on improvements in human development indicators - like health, nutrition and education – and reduction in inequality and poverty (CIMP, 2011) and Obstfield (1994) and Ghali (1999).
Alper (2008) examined the relationship between financial development and economic growth in Middle East countries as a group by employing panel co-integration for a dynamic heterogeneous panel over a 14-year period (1990-2003). A positive and statistically significant equilibrium relation between financial development and economic growth was established for the Middle East countries. Other components of the model used found control variables such as human capital, gross fixed capital, international trade and government spending on growth to be significant. Calderon and Liu (2002) examined whether all financial developments leads to economic growth naturally. The study found that a mutual Granger causality exists between financial development and economic growth, but financial development’s share in causing economic growth is higher in developed countries than in developing countries. Another study of interest is Christopoulos et al (2004) which verified whether long-run relationship exists between financial development and economic growth in a multivariate framework for ten developing countries over a 30-year period (1970-2000). A panel unit root tests and co-integration analysis in a panel-based Vector Error Correction Model, for the sampled developing countries, found unidirectional causality from financial development to economic growth.
Academic work on Nigeria has been relatively scarce and where available somewhat unconvincing. One of such is Ayadi et al (2008) which investigated the relationship between financial system development and economic growth in post- Structural Adjustment Programme (SAP) economy. The result indicates lack of consistency in the relationship between major variables. Similarly, Onwioduokit (2007) found evidence of a causal relationship going from financial sector variable to economic growth but with no evidence of a feedback on how financial sector development indicator impacts positively on economic growth in Nigeria.
Empirical evidence exist attesting to financial inclusion as having positive effects on growth and development within an economy as it raises the asset base; (BFA, 2009, Sajeev and Thangavel, 2012). In order to achieve the objective of inclusive growth with equality, it is highly essential that commercial banks drive the financial inclusion through cost effective and affordable technology like no-frills (or near-zero balance) bank accounts, Point of Sale technology, mobile banking and Automated teller Machines (Basant, 2011).
2.1.2. Strategies and Models to Achieve Adequate Financial Inclusion
Innovative financial inclusion refers to the delivery of financial services outside conventional branches of financial institutions (banks and MFIs) by using information and communications technologies and non-bank retail agents (including post offices) as well as new institutional arrangements to reach those who are financially excluded. Besides traditional banking services, this concept includes alternatives to informal payment services, insurance products, savings schemes, etc (Lyman, et al 2008). Delivery mechanisms under such financing system include both mobile phone-based systems and systems where information and communications technologies, such as Point-Of-Sale (POS) device networks, are used to transmit transaction details between the financial service provider, the retail agent, and the customer in a branchless banking regime. Noticeable reforms adopted by many developing countries in the last decade to open up the financial sector to the hitherto financially excluded populace entails the use of interest rate liberalization, the switch from other direct monetary instruments, recapitalization, closure of some state-owned banks, and restructuring of commercial banks. The establishment in 1988 of the Agricultural Credit Support Scheme (ACSS) by the CBN was one of the early attempt for creating access to loans for practicing farmers and agro-allied entrepreneurs are encouraged to approach their banks for loan with large scale farmers allowed under the scheme to apply directly to the banks in accordance with the stipulated guidelines (CBN Special Report, 2011).The scheme afford financial assistance to farmers and agro-allied entrepreneurs at a single-digit interest rate of 8.0 percent. For instance, banks grant loans to qualified applicants at 14.0 percent interest rate who enjoy a rebate of 6.0 percent for prompt repayment in subsequent applications thus reducing the effective rate of interest to be paid by farmers to 8.0 percent and a means for influencing financial inclusion. Recent reform attempts in the Nigeria case have also led to the repackaging of community banks into microfinance institutions and the restructuring of commercial banks into universal and regional categories. The establishment of framework for mobile services in 2009 further marked a significant watershed in financial inclusion policies in Nigeria. Subsequent policies such as the revised MFB policies and guidelines on non-interest-window in 2011 culminated in the National Financial Inclusion Strategy; Literacy Framework and Cashless policies in 2012.Recently a new regime for Tiered Know Your Customer, bank Charges and Regulation of Agent Banking Relation are part of policies designed to enhance the supply side of financial services delivery.
Literatures have further furnished us with numerous suggestions on how to bridge the gap between the rural poor and financial inclusion. Some of these suggestions presented in form of models attempted to identify clearly the problems of financial exclusion and strategies to be applied in order elevate the poor and unbanked to full financial inclusion. One of such models is the Sustainable Financial Model by Porteous (2014) which identified three basic propositions for creating a sustainable long-term inclusion within an economy; namely customers’ needs proposition, business’ case proposition and a compliant ecosystem. Another model tagged Social Development model represents the society as a three-segment pyramid with the peak representing the financially included, the base unbanked bankable, and the middle the under-banked bankable.
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Figure 2.3: Social Development Financial Inclusion Model
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Fig 2.4: A Conceptualized Framework of Relationship between Financial Inclusion & Economic Growth
2.1.3 Strengthening and Expansion of Financial Inclusion
CBN (2013) opine that the action plans to ensure that more Nigerians are captured into the formal financial system can be expanded and strengthen for quicker result. Hajiah (2013) insisted that the apex bank is ever open to suggestions from the financial sector stakeholders to come out with robust framework for effective and efficient achievement of financial inclusion goal as obtained in advanced countries of the world. She noted that with what is already on ground in CBN, once a bank customer has any issue with his service provider within a maximum of two weeks, resolution must surely come. Or else, such a customer has the right to directly approach the apex bank for necessary intervention. Central Bank of Nigeria (CBN) believed that financial inclusion can radically change the status of Nigerian especially the rural dwellers by stating that the interest draw back guidelines in NIRSAL loan processing which make it possible for farmers to enjoy some form of rebate and Agriculture credit scheme for small and medium Enterprises (SMEs) which mainly targets women is one of initiatives already introduced by CBN in order to tap into financial inclusion policy. Emeka (2013) submitted that the issue of financial inclusion is fiscal policy issue rather than monetary affair which is outside the scope of CBN. According to him, the CBN was dabbling into financial inclusion policy which basically seeks to alleviate poverty in the society. He expressed worry that such encroachment of finance ministry’s domain by the CBN remains an aberration even as he urged the relevant ministry to wake up from slumber and take leadership role in strengthening financial inclusion. This is because, once one is lifted above poverty, he/she does not need to be told to open bank account and use necessary financial products that would make him/her relevant to the system.
2.1.5. Sustainability of Financial Inclusion in Rural Dwellers in Nigeria
There had been an explosion of different forms of remote access to financial services beyond the branches in recent time. The sustainability of financial inclusion in rural dwellers in Nigeria must be done through a variety of different channels which include mobile phones, automated teller machines (ATMs), Point-of-Sale (PoS) devices and Agent Banking. Mobile banking payments are payment services operated under financial regulation and performed form or via a mobile device like phone. It has to do with payment transaction where the mobile phone plays a key role in the initiation, authorization and/or consummation of the transactions. An automated teller machine (ATM), also known as an automated banking machine, cash machine, cash point, cash line or hole in the wall, is an electronic telecommunications device that enables the clients of a financial institution to perform financial transactions without the need for a cashier, human. Point of sales (PoS) are seen where sales are made for products and services is an important focus for marketers, because consumers tend to make purchasing decisions on very high margin products or services at these strategic locations. The introduction of PoS as one of the means for financial inclusion sustainability in rural dwellers is a great concern due to the level of understanding of rural dwellers in terms of internet usage. This is because, PoS has been looked at both on macro and micro levels, on a macro level, a point of sale may be a shopping mall, market or city. On a micro-level, retailers consider a point of sale to be the area surrounding the counter where customers pay money.
Agent banking is a retail or postal outlet contracted by a financial institution or a mobile network operator to process clients’ transactions. Rather than a branch teller, it is the owner or an employee of the retail outlet who conducts the transaction and lets clients deposit, withdraw, and transfer funds, pay their bills, inquire about an account balance, or receive government benefits or a direct deposit from their employer. Agent banking and mobile payments, especially in developing economies are rapidly evolving and making tremendous impact in the economies and lives of its citizenry especially the rural dwellers. In addition to reducing costs, these new service offering channels help to encourage customers to use financial services more often, as the locations are close by and in places the customers are familiar with. The introduction of agent banking as a process of sustainable financial inclusion in rural dwellers will help to expose the poor villagers the easy way of having access to finance.

2.1.6. Branches of Financial Inclusion in Nigeria1
As defined by FSS 2020, the branches of financial inclusion in Nigeria are: Banks, Other Financial Institutions, Insurance and Pensions.
(i) Banking
i. Deposit Money Banks Currently, 21 deposit money banks are serving about 20 million clients, based on a network of about 6,000 branches and about 10,000ATMs. A large part of the banking market in Nigeria remains untapped and has the potential to provide a large funding base through savings mobilization. They present a large market for credit, payment, insurance and pension services commercial banks and hence profit for the banks.
ii. Microfinance Banks As of July 2011, Nigeria had 866 microfinance banks (MFBs). The MFB network served 3.8 %( or 3.2 million clients) of the adult population. Of the 3.2 million clients, 65% used savings products, 14% used credit products and 4% used ATM cards. The vast majority of MFBs can increase their scale and operating capacity by exploiting the opportunities provided by the Financial Inclusion Strategy.
(ii) Other Financial/Microfinance Institutions
Non-bank microfinance institutions (MFIs), which include financial NGOs, financial cooperatives, self-help groups, trade associations and credit unions are not regulated by the Central Bank of Nigeria. Over 600 MFIs are being monitored by CBN. MFIs may benefit from the Financial Inclusion Strategy through increased technical assistance and funding to enhance their outreach to members in a more effective and efficient manner
(iii) Insurance
The recapitalization exercise of 2007 led to an increasingly consolidated industry with 49 insurance companies. However, as of December 2010, the insurance sector as a whole served only 1% of the population. With 99% of the population unserved, an enormous business potential remains to be tapped by the insurance companies.
(iv) Pensions
The 2004 Pension Reform Act established the Compulsory Pensions Scheme (CPS), which has been largely adopted by the Federal Government and private sector. Annual pension contributions grew from NGN 60 billion in 2006 to NGN 290 billion in 2010. However, only 17 of the 36 State
Governments and the Federal Capital Territory have passed bills to adopt and implemented the CPS.
The current pension system makes allowances for voluntary contributions into which both the formal and informal sectors in Nigeria can tap. Pension fund administrators and custodians can increase their outreach to these untapped segments through appropriate products.
2.2. Theoretical Framework
Based on the nature of this work, the study of financial inclusion at rural dwellers in Nigeria is anchored on two theories: modern development theory and sustainability theory. Modern development theory was developed by Burr, HS in the year 1958 and it is a conglomeration or a collective vision of theories about how desirable change in society is best achieved. The theory was based on modernization theory which is used to analyse the way in which modernization processes in a society can take place. The theory looked at which aspect of the economy can forester development and which one that constitutes obstacles for economic growth. This is because the idea of financial inclusion in rural dwellers is the developmental assistance targeted at those particular aspects that can lead to modernization of tradition or backward societies. The earliest principles of development theory can be derived from the idea of progress which stated that people can develop and change their society themselves. This is an indication that this counting is meant to be developed by us not by any other foreigner.
Sustainability theory as developed by Felix Ekardt 1986 describes sustainability as a form of economy and society that is lasting and can be lived on a global scale. The society-changing potential of the claim: More justice between generations, more global justice – at the same time faces the problem of getting out of sight. Sustainability is just not the general claim to take social, economic, and environmental policy serious and to strike a sound balance between these aspects. Sustainability theory tries to explain the potential for long-term maintenance of well-being, which has ecological, economic, political and cultural dimensions will be in the long run. Sustainability requires the reconciliation of environmental, social equity and economic demands to achieve its aim especially in the rural areas.
2.3. Empirical Review
Joseph (2017), this study enquires empirically the impact of financial inclusion and governance characteristics on economic progress via three major channels: Investment in infrastructure, per capita GDP and income inequality. The data spans the period 1980-2014, the study leans on the Generalised Method of Moment (GMM) estimation technique for the analysis. Three striking results were reported: (i) financial inclusion and governance indices have statistical relevance in determining infrastructural investment in Nigeria; (ii) Governance indices and commercial bank deposit significantly increase per capita GDP; and (iii) financial inclusion has the tendency to bridge the gap between the rich and the poor and reduce the prevalence of poverty in the economy. The findings suggest that to reduce income inequality and increase per capita GDP, more measures must be taken to address financial exclusion of low-income groups from financial services. Also transparent democratic practice that will increase investment in infrastructure and enhance per capita GDP in order to alleviate poverty should be enthroned in Nigeria.
Nwanne, (2015), His study critically examines the sustainability of financial inclusion to rural dwellers in Nigeria using descriptive study and content analysis. The study observed that the sustainability of financial inclusion to rural dwellers in Nigeria remains the mainstream for economic growth in any country. The implication of this study is that economy cannot grow fast without proper implementation of financial inclusion to rural areas in Nigeria. The study recommended that the promotion of collaboration between Deposit Money Banks (DMBs), Microfinance Banks (MFBs) and Communication services providers for enhanced intermediation of financial services should be encouraged; there is need to educate rural dwellers on the importance of banking as it would facilitate the success of CBN financial inclusion policy and that since some of the rural dwellers preferred to keep money under their pillows at home, there should be proper enlightenment to change their orientation on financial inclusion in Nigeria.
Onaolapo (2015) He examines the effects of financial inclusion on the economic growth of Nigeria (1982-2012). Data for the study are collected mainly from secondary sources such as Statistical Bulletins of the Central Bank of Nigeria (C.B.N.), Federal Office Of Statistics (F.O.S.) and World Bank. Employed data consist of such bank parametric as Branch Network, Loan to Rural Area, Demand Deposit, Liquidity Ratio, Capital adequacy, and Gross Domestic Product. Extracted data spanning about thirty-year period; 1982 to 2012 were related using the Ordinary Least Square (OLS) method (STATA 10). Tested hypothesis on Poverty Reduction found Loan to Rural Areas(LRA)Agric. Guaranty Fund (ACGSF)significant to Per Capital Income(PCI) (@5%)given t-stat2.82,p>t=4.85 while Financial Deepening(FDI) and Broad Money(FD2) also significantly influenced Economic Growth(Using GDP)with t-stats=3.61, 4.85 p>t=0.0013 and 0.000 respectively. Deposits From Rural Areas(DRA)as surrogate for financial inclusion is influenced by Loans to Rural Areas (LRA) and Small Scale Enterprise (LSSE)as surrogates for financial intermediation given t-stats=2.2 and2.9with p-values=0.03 and 0.007. The overall results of the regression analysis show that inclusive Bank financial activities greatly influenced poverty reduction(R2=0.74) but marginally determined national economic growth and Financial Intermediation through enhanced Bank Branch Networks, Loan To Rural Areas, and Loan To Small Scale Enterprise given about 50% relatedness between variables on either sides of the equations. Policy recommendations are made on the basis of these findings.
 Mbutor & Ibrahim (2013) in his work, he wrote on the impact of financial inclusion on monetary policy in Nigeria Financial inclusion is currently hot topic in policy spheres because of its potency in encouraging economic growth. And because it improves the sensitivity of aggregate demand to interest rate it has been argued to be useful for the success of monetary policy. However, little attention has been devoted to computing the exact effect of financial inclusion on monetary policy. This paper presents a simple model showing the impact of financial inclusion on monetary policy in Nigeria between 1980 and 2012. The result of the study supports the notion that growing financial inclusion would improve the effectiveness of monetary policy. However, the coefficient of the number of bank branches has the wrong sign and this is explained by the fact that, in opening branches, banks mainly pursue profits but not financial inclusion which is a policy objective, so that there are clusters of branches which are under-utilized while numerous locations which are considered not favourable for balance sheets are under-branched.



	


CHAPTER THREE
METHODOLOGY
3.1. Introduction
This chapter deals exclusively with the methods, procedures, and systems I will employ in the collection of the necessary data and information for the research work and the procedures used in analyzing the data obtained. Every stage of research focuses on sampling can be more accurate than studying the entire population because it affords research a lot more control over the subject. Also, statistical manipulations are much easier with data sets, and it is easier to avoid human error when inputting and analyzing the data.
3.2 	Research Design 
In this survey research, questionnaires will be designed and administer to obtain the variables of interest for this research work such as a socio-economic characteristic of the respondents etc. the questionnaire will have a like scale. A numerical value will be assigned to each potential choice and a man figure for all their responses is computed at the end of the survey, like scale usually have five potential choices (strongly agreed, Agreed, Undecided. Disagree, strongly disagree). This data collected will further be analyzed using statistical package for the social sciences (SPSS). And also make use of secondary data which will be sourced from CBN bulletin.
3.3	Population of the Study 
The population of the study comprises the key staff and functional staff and customers of the bank selected for the study that is, Zenith bank plc Wahab Folawiyo road, unity Ilorin. there were a total of 70 personnel comprises both staff and customers of the bank.
3.4	Sample Size and Sample Techniques
It is difficult (if not impossible) to study the entire population as a result of time constraint and limited resources available for effective handling of the study, therefore, only a portion of the population is studied. The opinions and views sampled (A part of population which the study is focused) from the staff of the organization.  To ensure the determination of accurate sample size, the statistical formula derived by Yaro Yamme (1994) was employed.
The formula sates thus:
n = 
Where, 
n = sample size 
N = population of the study which is 57
e = the acceptable sampling error and in this case, e = 5%
1 = constant
Therefore;
n = 
n =  
n =  
n =  
n = 59.574
3.5	Instrument for Data Collection
The following instrument will be used 
i. Questionnaire
ii. Data from CBN statistical bulletin
3.6	Method of Data Collection 
This refers to where the information originates. In carrying out this study, both primary and secondary sources of data will be used.
3.6.1	Primary Sources: primary data are original or first nature. The advantage of this type of data is that the exact information wanted is obtained. The primary sources of data were obtained from oral interview with senior staff. Questionnaires will be design and administered in order to wide range of information needed for this study.
3.6.2	Secondary Sources: The secondary sources of data involve information gotten from already conducted research work that relates to the study. This includes published and unpublished literatures, textbooks, journals, internet languages to avoid ambiguity in understanding of the question and particularly CBN bulletin.
3.7	Methods of Data Collection 
This is the technique used by the research to data for analysis. Questionnaire will be used as instrument during the research study. Formulated Questions relevant to the subject matter will be used and printed with instrument to guide the respondents and enables them express their opinion using Likert scale. 
3.8	Method of data Analysis
Descriptive method was used to analyze the data after which Regression analysis was employed. Descriptive statistic employed here to measure the trends and challenges of financial inclusion in reducing poverty in Nigeria. Regression is the analysis or measure of the association between one variable (dependent variable) and one or more other variables (the independent variables),  usually formulated in an equation in which the independent variables and parametric co-efficient, which may enable future values of the dependent variable to be predicted. 
3.9. Model Specification
Financial Inclusion and Poverty Reduction
	PCI=α+β1BBranch+β2LR+β3DRA+ β4ACGSF+µt...................
	Eq.3.1




CHAPTER FOUR
PRESENTATION, ANALYSIS AND INTERPRETATION OF STATISTICAL DATA
4.1. 	Introduction
This chapter discusses field research work by presenting the data interpretation and analysis. It also discusses the findings of the hypothesis.
4.1.1. Demographic representation of the respondents
Table 4.1. 
	Statistics

	
	
	SEX
	AGE
	EDUCATION QUALIFICATIO
	WORK EXPERIENCE

	N
	Valid
	60
	60
	60
	60

	
	Missing
	0
	0
	0
	0

	Skewness
	.141
	.399
	.660
	.358

	Std. Error of Skewness
	.427
	.427
	.427
	.427

	Kurtosis
	-2.127
	-1.049
	-.911
	-.755

	Std. Error of Kurtosis
	.833
	.833
	.833
	.833

	Source; Field Survey, 2025
Table 4.2.
SEX

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	MALE
	36
	53.3
	53.3
	53.3

	
	FEMALE
	24
	46.7
	46.7
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025

[image: ]
Table 4.3.
	AGE

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	18-25
	22
	36.7
	36.7
	36.7

	
	26-35
	16
	26.7
	26.7
	63.3

	
	36-45
	16
	26.7
	26.7
	90.0

	
	46-60
	6
	10.0
	10.0
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
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Table 4.4.
	EDUCATION QUALIFICATION

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	ND/NCE
	30
	50.0
	50.0
	50.0

	
	HND/BSC
	20
	33.3
	33.3
	83.3

	
	PROFESSIONAL/POST GRADUDATE
	10
	16.7
	16.7
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
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Table 4.5.
	WORK EXPERIENCE

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	1-5
	14
	23.3
	23.3
	23.3

	
	5-10
	24
	40.0
	40.0
	63.3

	
	11-20
	14
	23.3
	23.3
	86.7

	
	21-35
	8
	13.3
	13.3
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
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4.2. Presentation of statistical data
	Financial inclusion enhance accessibility to banking services in rural areas 

	

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	SD
	4
	6.7
	6.7
	6.7

	
	D
	10
	16.7
	16.7
	23.3

	
	U
	4
	6.7
	6.7
	30.0

	
	A
	16
	26.7
	26.7
	56.7

	
	SA
	26
	43.3
	43.3
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
	Financial inclusion enhances economic growth and development in Nigeria

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	D
	8
	13.3
	13.3
	13.3

	
	U
	10
	16.7
	16.7
	30.0

	
	A
	16
	26.7
	26.7
	56.7

	
	SA
	26
	43.3
	43.3
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
	Commercial banks intermediation activities have induced financial inclusion in Nigeria within the study period

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	SD
	2
	3.3
	3.3
	3.3

	
	U
	8
	13.3
	13.3
	16.7

	
	A
	30
	50.0
	50.0
	66.7

	
	SA
	20
	33.3
	33.3
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
	Financial inclusion ensure monetary and price stability 

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	D
	4
	6.7
	6.7
	6.7

	
	U
	10
	16.7
	16.7
	23.3

	
	A
	32
	53.3
	53.3
	76.7

	
	SA
	14
	23.3
	23.3
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
	Financial inclusion enables remote trading system 

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	SD
	2
	3.3
	3.3
	3.3

	
	D
	6
	10.0
	10.0
	13.3

	
	U
	16
	26.7
	26.7
	40.0

	
	A
	18
	30.0
	30.0
	70.0

	
	SA
	18
	30.0
	30.0
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
	Political stability and absence of violence measures perceptions of the likelihood of effect of financial inclusion in Nigeria 

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	SD
	6
	10.0
	10.0
	10.0

	
	D
	8
	13.3
	13.3
	23.3

	
	U
	16
	26.7
	26.7
	50.0

	
	A
	16
	26.7
	26.7
	76.7

	
	SA
	14
	23.3
	23.3
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
	Technology plays important role in improving financial inclusion 

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	D
	12
	20.0
	20.7
	20.7

	
	U
	12
	20.0
	20.7
	41.4

	
	A
	20
	33.3
	34.5
	75.9

	
	SA
	14
	23.3
	24.1
	100.0

	
	Total
	28
	96.7
	100.0
	

	Missing
	System
	2
	3.3
	
	

	Total
	60
	100.0
	
	


Source; Field Survey, 2025
	Financial inclusion is aimed at addressing needs of the poor and rural development

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	SD
	2
	3.3
	3.3
	3.3

	
	D
	10
	16.7
	16.7
	20.0

	
	U
	16
	26.7
	26.7
	46.7

	
	A
	22
	36.7
	36.7
	83.3

	
	SA
	10
	16.7
	16.7
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
	Financial inclusion is also designed to enable assess ability to financial product

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	SD
	6
	10.0
	10.0
	10.0

	
	D
	14
	23.3
	23.3
	33.3

	
	U
	6
	10.0
	10.0
	43.3

	
	A
	20
	33.3
	33.3
	76.7

	
	SA
	14
	23.3
	23.3
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025
	Financial inclusion helps increasing choices and flexibility to customers

	
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	SD
	4
	6.7
	6.7
	6.7

	
	D
	18
	30.0
	30.0
	36.7

	
	U
	12
	20.0
	20.0
	56.7

	
	A
	14
	23.3
	23.3
	80.0

	
	SA
	12
	20.0
	20.0
	100.0

	
	Total
	60
	100.0
	100.0
	


Source; Field Survey, 2025





4.3. Test of Hypothesis 
The econometric models were estimated by the Ordinary Least Square technique. The results shown below were obtained using the STATA 10. The first model examined the relationship between financial inclusion and poverty reduction in Nigeria.
	Table 4.1:
	Regression Result 1
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Variable
	Coefficien
	
	Std. Error
	t-Statistic
	
	Prob. t

	
	
	
	
	
	
	
	
	
	
	
	
	

	C
	
	
	
	
	668.2430
	
	192.6962
	3.467858
	
	0.0018

	           BBRANCH
	0.178246
	
	0.116044
	1.536018
	
	0.1366

	LRA
	
	
	
	
	0.026324
	
	0.009342
	2.817707
	
	0.0091

	DRA
	
	
	
	
	-0.012548
	
	0.007588
	-1.653701
	
	0.1102

	ACGSF
	
	
	
	
	0.000116
	
	
	4.44E-05
	2.612683
	
	0.0147

	
	
	
	
	
	
	
	
	
	
	
	

	R-squared
	
	
	
	
	0.773955
	
	
	Mean dependent var
	1263.859

	Adjusted R-squared
	0.739178
	
	
	S.D. dependent var
	532.1173

	S.E. of regression
	271.7560
	
	
	Akaike info criterion
	14.19438

	Sum squared resid
	1920135.
	
	
	Schwarz criterion
	14.42566

	Log likelihood
	
	
	
	
	-215.0128
	
	
	F-statistic
	
	
	22.25528

	Durbin-Watson stat
	1.856367
	
	
	Prob(F-statistic)
	
	
	0.000000

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	


Source: Data output, 2023
The result shows that within the study period, the number of bank branches (BBRANCH), Loan to the rural area (LRA) and the Agricultural Credit Guarantee Scheme Fund (ACGSF) have positive impacts on the dependent variable, with those of LRA and ACGSF being significant. Additionally, the R-Squared of about 77% shows a strong relationship and the estimated Durbin Watson value of 1.86 clears any doubts as to the existence of positive first order serial correlation in the estimated model.
The first model was constructed to test the null hypothesis that there is no significant relationship between financial inclusion and poverty eradication in Nigeria. Judging from the estimated F-statistic we observe that the overall regression plane is statistically significant and we reject the null hypothesis.















CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1. Summary of Findings
This research work has examined the effects of financial inclusion on the Nigerian economic growth; findings from the empirical results in model one (1) to three (3) as well as table 4.1 to 4.3 results indicate relationship between financial inclusion in Nigeria, poverty reduction, economic growth, and financial intermediation over the thirty (30) years period of study.
Also, the summary of table 4.3 of this study found that there are positive relationships between DRA and the LRA, LDR, LSSE; and there is negative relationship between DRA and CAP. The extent of the relationship between the variables on either sides of the model is about 50%; since the Prob.(F-Stat) therefore is 0.000892 with F-Stat 6.527357,the model is statistically significant.
5.2. Conclusion
The study concluded among others that model one is statistically significant since the Prob. (F-Stat) is 0.000000 with F-Stat 22.25528. Thus, there is a significant relationship between financial inclusion and poverty reduction in Nigeria. Empirical finding that examines the relationship between financial inclusion and economic growth in Nigeria also indicates that there is a significant relationship between financial inclusion and economic growth in Nigeria in the period under study (giving Prob. (F-Stat) is 0.000454 as against F-Stat 7.271210).

5.3. Recommendations 
The study suggests therefore that financial inclusion will have a positive significant impact on the economic growth of Nigeria. However, the study does have some limitations. It has only examined the relationship between financial inclusions on Nigerian Economic growth; emphasis on which components of financial inclusion like lending; means of payment and investment window has been minimal thus providing a good basis for future studies to examine this matter in greater detail. This study gives a signal to the financial regulator on the need to have proper guidelines or regulations in place that will encourage financial intermediation among the rural poor.
The study policy recommendation therefore centers on the need to create deposit and borrowing windows at affordable cost to the poor and to the income group erstwhile tagged the ‘unbankable’.
Since income inequality index is one of the major routes through which Governance and financial inclusion impacts on the welfare of poor in Nigeria. Efforts should be made towards closing the huge gap between the rich and the poor through transparent and inclusive governance in order to achieve the required stability in the economy's financial system as well as its role in fighting poverty in a sustainable manner. Sustainable economic growth and development with permeative income redistribution will help majority of the financially excluded populace to subdue poverty, experience increased income and savings and improved standard of living. When all of these aforementioned are in place, then the country will be adjudged to be making progress economically. This result is in agreement with the conclusion from Onaolapo (2015) that inclusive bank financial activities greatly influenced poverty reduction in Nigeria.
Finally, to reduce income inequality and increase per capita income, more measures must be taken to address financial exclusion of low-income groups from financial services, in this context; programs that will address growing income inequality will also help in alleviating poverty in the country. Also, transparent democratic practice that will increase investment in infrastructure and enhance per capita income in order to alleviate poverty should be enthroned in Nigeria. The role of microfinance should not be underestimated. Availability of credit to lower income groups (the rural dwellers) improves their access to financial services, which in turn enables them to undertake productive activities and experience increased welfare.
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	DESCRIPTIVE STATISTICS ON IMPACT OF FINANCIAL INCLUSION ON POVERTY REDUCTION
	
	

	
	N
	Strongly Agree
	Agree
	Indifference
	Disagree
	Strongly Disagree
	Mean
	Std. Deviation

	There is no significant relationship between financial inclusion and poverty eradication in Nigeria over the thirty one year study period (1990-2016).

	
	
	
	
	
	
	
	

	Does financial inclusion enhance economic growth and development in Nigeria in the study period?
	
	
	
	
	
	
	
	

	Commercial banks intermediation activities have not induced financial inclusion in Nigeria within the study period.
	
	
	
	
	
	
	
	

	Financial inclusion Ensure monetary and price stability 

	
	
	
	
	
	
	
	

	Financial inclusion enhance E-dividend payment, remote trading system enables
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	      DESCRIPTIVE STATISTICS ON TRENDS OF FINANCIAL INCLUSION ON POVERTY REDUCTION
	
	

	
	N
	Strongly Agree
	Agree
	Indifference
	Disagree
	Strongly Disagree
	Mean
	Std. Deviation

	Political Stability and Absence of Violence/Terrorism
(PSAV) measures perceptions of the likelihood of affect financial inclusion policy in Nigeria

	
	
	
	
	
	
	
	

	Recent development has shown that technology plays an important role in improving financial inclusion.

	
	
	
	
	
	
	
	

	The usage of financial services should address needs of the poor.
	
	
	
	
	
	
	
	

	The major reason for financial inclusion is to enable assess ability to financial product. 
	
	
	
	
	
	
	
	

	Financial inclusion Helps in increasing choices and flexibility to customer
	
	
	
	
	
	
	
	

	Valid N (listwise)
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