ASSESSING FINANCIAL INCLUSION OF UNBANKED NIGERIAN'S THROUGH TECHNOLOGY 
(A CASE OF OPAY DIGIT SERVICES.)

BY

USMAN AISHAT 

HND/23/BFN/FT/0117
SUBMITTED TO

A RESEARCH PROJECT SUBMITTED TO 

THE DEPARTMENT OF BANKING AND FINANCE, 

INSTITUTE OF FINANCE AND MANAGEMENT STUDIES, 

KWARA STATE POLYTECHNIC, ILORIN KWARA STATE. IN PARTIAL FULFILLMENT OF THE REQUIREMENTS FOR THE AWARD OF HIGHER NATIONAL DIPLOMA (HND) IN BANKING AND FINANCE.

 
MAY, 2025. 



               

CERTIFICATION

This is to certify that this project has been read and approved as meeting the requirement for the award of Higher National Diploma (HND) in Banking and Finance Department, Institute of Finance and Management Studies, Kwara State Polytechnic Ilorin, Kwara State.

………………………………

 
 ……………………………

MR. OTAYOKHE E.Y.



    DATE

PROJECT SUPERVISOR

………………………………

 
  ……………………………

MRS. OTAYOKHE E.Y. 



     DATE

PROJECT COORDINATOR


………………………………
 
 
  ……………………………

MR. AJIBOYE W.T.




    DATE

HEAD OF DEPARTMENT

………………………………

  
……………………………

EXTERNAL EXAMINER



    DATE

DEDICATION

This work is dedicated to Almighty Allah for giving me the opportunities to undertake this program without is mercy this dream will have not been possible. May His name be praise, also to my entire family, most especially my parent Mr. and Mrs. Usman Abubakar and Mallama Usman Fatima also to my uncle Mr. and Mrs Usman Muhammed  

ACKNOWLEDGEMENT
All praise adoration belong to Almighty Allah he has been merciful to me, he guided and guard my way through the completion of this program.

My sincere appreciation to my supervisor MRS. OTAYOKHE E.Y. for this patience enthusiasm, insightful comment, invaluable suggestions, helpful information, practical advice and unceasing ideas which have help me tremendously at all time in my research and writing this thesis.
I also appreciate our H.O.D of Banking and Finance Department in person of MR.  AJIBOYE W.T. also our director in Banking and Finance Department DR. ADEWOYE A.O. and all the lecturers in the department of banking and finance for their kindness and work of encourage. I wish you success in all your endeavors

Word alone are not enough to empress my sincere appreciation toward my dear parent MR and MRS USMAN for their love and endless support toward may Almighty Allah continue enriching their pocket.
And I would like to thanks my friend who help me a lot in finalizing this project within the limited time frame.

TABLE OF CONTENTS
Title Page 







 i

Certification 







 ii

Dedication 







iii

Acknowledgement







iv

Table of contents 








vi

CHAPTER ONE

1.1
Background of the study 






1

1.2 
Statement of the problem






4

1.3
Research Questions







4

1.4
Objectives of the study






5

1.5
Research Hypothesis







6

1.6
Significance of the study






6

1.7
Scope and Limitation of the study





7

1.8
Definitions of Key Terms






8

1.9
Organization and plan of the study





10

CHAPTER TWO

2.0
Literature Review







12

2.1
Conceptual Frame work 






12

2.2
Theoretical framework






27

2.3
Empirical Review 







29
CHAPTER THREE

3.0
Research Methodology






34

3.1
Research design







34

3.2
Population of the study






34

3.3
Sample size and Sample Techniques 





35

3.4
Research Instruments







35

3.5
Methods of Data Analysis






35

3.6
Limitation to methodology






35

CHAPTER FOUR

4.0
Data Presentation and Analysis





37

4.1
Data Presentation
37

4.2
Data Analysis








37

4.3
Data Interpretation 







40
CHAPTER FIVE

5.0
Summary, conclusion and recommendation 




41

5.1
Summary of findings 







41

5.2
Conclusion








42

5.3
Recommendations







43


References
CHAPTER ONE
INTRODUCTION
1. 1   Background of the Study
Financial inclusion is the accessibility of financial services to everyone in a just, transparent, and unbiased manner at a reasonable cost. It also pertains to the provision of essential banking services to all segments of society at an affordable price. Essentially, these definitions encapsulate the concept of involving all citizens of a country in official financial transactions. This integration of citizens into the financial mainstream is anticipated to drive investments, generate employment, and stimulate economic growth (Usman, 2020).

In Nigeria, the government, in collaboration with the Central Bank of Nigeria, has taken steps to achieve financial inclusion as a crucial component of fostering sustainable and comprehensive development. This has been pursued by formulating policies aimed at facilitating widespread access to affordable financial services, particularly for marginalized and vulnerable groups (Olatunji, 2015).

The commitment of the Central Bank of Nigeria to financial inclusion was demonstrated through its comprehensive strategy developed in 2012, with the objective of reducing the percentage of adults without bank accounts in Nigeria. The target was to lower this percentage from 46.3% in 2010 to 20.0% by 2020, thereby increasing the proportion of the population with financial service access from 30.0% to 70.0% within the same timeframe. These policies and mechanisms underline Nigeria's resolve to halve the population of those without banking access by 2020, with the purpose of extending services like payments, savings, loans, insurance, and pensions to a broader audience (Nmadu and Mika’ilu, 2018).

These dedicated endeavors have been aimed at reducing the count of individuals excluded from the formal financial system, with the goal of integrating a larger portion of the population into structured financial activities. These efforts have been further empowered by the incorporation of technological innovations within the financial sector.

        Financial technology, often referred to as fintech, encompasses the innovative technological advancements within financial services. Fintech plays a crucial role in this integration process, encompassing emerging technologies that reshape traditional financial transactions. It encompasses a range of software and contemporary technologies employed by businesses to optimize and elevate the delivery of financial services. These technological strides hold the potential to dismantle barriers to financial service accessibility, promote increased utilization of banking services, and ultimately contribute to the overall economic advancement of a nation (Asian Development Bank, 2016).

Nonetheless, the challenge of achieving comprehensive financial inclusion remains formidable. Currently, a staggering 2.3 billion adults globally lack the means to access financial services, while 1.7 billion individuals are categorized as having limited access to banking services.

This issue is particularly stark in developing economies like Nigeria, where over 60% of the population remains outside the purview of formal banking services (Global Finance, 2021). This isn't unexpected, considering the consistent growth of currency circulation outside the formal banking system. The year-on-year expansion of currency outside the banking system surged by more than 50% between 2015 and 2020, escalating from 1.46 trillion naira to 2.3 trillion naira respectively. This led to a shift in the annual growth rate from 12% in 2016 to 25% in 2020 (Central Bank of Nigeria, 2021).

Driven by the impacts of currency depreciation in both 2016 and 2020, which contributed to rising inflation, a significant portion of Nigerians have become further distanced from financial inclusion services. The pursuit of digital currency or digital finance represents an endeavor to revamp the financial system into one that is more accessible and inclusive for citizens.

As demonstrated by Yuhelson et al. (2020), the adoption of digital currency facilitated by authorized e-cash providers holds the potential to expand access and participation in financially inclusive activities across borders. A notable example is India, where the growth rate of formal financial users soared from 52.8% to 79.8% between 2014 and 2018 as a result of digital financial transactions (Mobile Solutions Technical Assistance and Research (mSTAR), 2019).

Furthermore, the pursuit of digital currency aligns closely with the global ambition to alleviate poverty and propel sustainable development. The United Nations has outlined ambitious targets for eradicating poverty, a mission that has gained heightened urgency due to the detrimental impact of the COVID-19 pandemic on poverty levels. Nevertheless, the potential of digital currency to expedite economic recovery and uplift those in poverty is substantial, as it can facilitate increased access to financial resources for marginalized communities.

 In this context, the emphasis on the development of digital currency as a means to enhance financial inclusion becomes paramount. The correlation between financial inclusion and economic growth is evident, given that economies exhibiting higher levels of financial inclusion typically experience augmented economic expansion. Enabling small and medium-sized businesses to access financial services empowers them to make well-timed business decisions and respond more effectively to market demands, ultimately fostering economic well-being. Despite the significance of this interrelation, Nigeria lags behind other developing nations in terms of ATM penetration (Ekong and Ekong, 2022).

 In 2021, Nigeria's ATM penetration per thousand declined to 16.9%, in contrast to its counterparts in Africa, notably Morocco (28.6%) and Egypt (20.1%), as well as other regions worldwide, including Brazil (101.7%), Indonesia (53.3%), and India (21.0%) (Global Finance, 2021). There remains a considerable gap in the advancement of financial inclusion in Nigeria, and exploring the role of digital finances in bridging this gap is of paramount importance. Intriguingly, discussions on digital finances have emerged quite recently, and empirical exploration of their impact on financial inclusion is also limited, particularly in the context of developing economies such as Nigeria.

Opay, a prominent fintech company in Nigeria, has gained attention for its efforts in leveraging technology to provide financial services to the unbanked population. Thus this study seeks to analyze how Opay, through its technological initiatives, has contributed to deepening the financial inclusion of unbanked Nigerians.

 1.2   Statement of the Problem
The advent of financial technology, often referred to as fintech, has significantly transformed the landscape of financial services delivery, enhancing security and convenience in handling cash (Villasenor  et al., 2015). However, while the positive impact of technology on the quality of financial services is acknowledged, its influence on financial inclusion remains a subject requiring comprehensive investigation. Despite considerable efforts by the Nigerian government and financial institutions to promote financial inclusion through both policy interventions and technological advancements, persistent challenges continue to hinder progress.

The unbanked population poses a significant barrier to Nigeria's economic advancement, constraining access to financial resources, obstructing entrepreneurial endeavors, and amplifying income inequality. The reliance on traditional cash transactions, coupled with restricted entry to formal banking services, accentuates the urgency for innovative and transformative solutions.

In response to these challenges, Opay, a prominent fintech company in Nigeria, has taken center stage by leveraging technological innovations to bridge the gap between financial services and the unbanked population. This study aims to investigate how Opay's technological initiatives have contributed to deepening the financial inclusion of unbanked Nigerians.

As the global spotlight intensifies on financial inclusion as a pivotal component of economic development, the need to address barriers impeding access to formal banking services becomes more apparent. The role of financial technology in facilitating financial inclusion, particularly in developing economies, becomes a critical focal point for researchers seeking to understand its potential impact (Usman, 2020).

While studies like Radcliffe and Voorhies (2012), Nyamongo and Ndirangu (2013), McKee et al., (2015), and Fanta and Makina (2019) highlight the positive influence of financial technology in expanding access to savings, credit, and insurance products, and improving overall financial inclusion, contrasting viewpoints also emerge. Arenaza (2019) contends that the intricate interplay of different stakeholders and regulatory conditions in technology-enabled financial services can complicate their role in fostering inclusion.

Similarly, Buckley and Malady (2015) suggest that limitations in adopting and utilizing financial technology in developing markets can constrain its impact on financial inclusion. The World Bank (2020) underscores the necessity for a robust foundation of reliable and productive infrastructures to ensure user-friendly, secure, and cost-effective financial technology services, a foundation often lacking in many developing economies.

Amidst this discourse, the potential of financial technology to amplify the scope of inclusion and integration in developing economies remains promising, yet its comprehensive impact necessitates thorough validation. Moreover, the rapidly evolving nature of technology calls for continuous reevaluation to ensure the relevance of empirical evidence.

In light of these complexities and evolving perspectives, this study focuses on analyzing Opay's initiatives as a case study, aiming to shed light on the effectiveness of technology-driven financial solutions in achieving deepened financial inclusion among the unbanked Nigerians.

1.3    Research Questions
To guide the study, the following research questions will be addressed:

1. What technological approaches has Opay employed to extend financial services to the unbanked population in Nigeria?

2. How has Opay's intervention impacted the accessibility of savings and other financial instruments for the unbanked Nigerians?

3. In what ways have Opay's credit and lending services contributed to the growth of unbanked individuals' entrepreneurial activities?

4. How has Opay's technology-driven payment system enhanced security and convenience for the unbanked population?
1.4
Objectives of the Study
This study seeks to achieve the following objectives:

1. To assess the technological strategies employed by Opay to extend financial services to the unbanked population.

2. To evaluate the impact of Opay's initiatives on unbanked Nigerians' access to savings and other financial instruments.

3. To analyze how Opay's credit and lending services have supported the growth of unbanked individuals' entrepreneurial endeavors.

4. To examine the role of Opay's technology-driven solutions in providing a secure and convenient payment system for the unbanked.

1.5
Research Hypothesis
H0: Opay's technological interventions significantly contribute to deepening the financial inclusion of unbanked Nigerians.

Ha: Opay's technological interventions significantly contribute to deepening the financial inclusion of unbanked Nigerians.

 1.6    Significance of the Study
This study's significance lies in its potential to provide insights into the effectiveness of technology-based solutions in addressing financial inclusion challenges in Nigeria. By analyzing Opay's case, policymakers, financial institutions, researchers, and other stakeholders can gain valuable insights into the strategies that can be adopted to promote financial inclusion among the unbanked population.

 1.7    Scope and limitation of the Study
This study focuses specifically on Opay as a case study for exploring how technology has been utilized to deepen financial inclusion among unbanked Nigerians.
Here are some limitations of the study:

Time constraint: inadequate time lapse to gather all the required data from the staff through the use of questionnaire and personal interview

Financial constraints: this is another constraint variable in the study, the whole exercise was expensive as the researcher has to go to Opaybranch situated in Ilorin in order to obtain the necessary data that will facilitate the smooth going of the study.

Non-challant attitude of the respondents: it is a limitation to the research work, where the staff felt reluctant to respond.

1.8
Definition Of Term
Financial Inclusion: Financial inclusion refers to efforts to make financial products and services accessible and affordable to all individuals and businesses, regardless of their personal net worth or company size. Financial inclusion strives to remove the barriers that exclude people from participating in the financial sector. 

Economics: Economics is a social science concerned with the production, distribution, and consumption of goods and services. 
SMEDAN: Small and medium scale association innovative, financial, inclusion: refers to the delivery of financial services outside conventional branches of financial institutions. 

Poverty: the state of having little or no money and few or no material possessions.

Economic growth: steady growth in the productive capacity of the economy (and so a growth of national income)

Travelers cheques: a travelers cheques is issued and used by a financial institution

Account: it is a financial record which a customer with bank obliges the bank to keep on behalf of the customer

Financial institution: it is an institution (public and private) that collects funds from the public or other institutions and invest them in financial assets.

E-transfer: it refers to electronic transfer which can be effected via the internet on PCs, laptops and other devices. Bank customers who have subscribed to internet banking can do basic banking transaction, via the web

Financial services: are the economic services provided by the finance industry which encompasses of a broad range of business that manage money

Financial statement: they are the firms balance sheets, profit and loss account and are classified statement which shows the financial state of affairs of the firm

Financial aggregate: a composite report of all futures position held by a single trader aggregations are used to ensure that reports are accurate and regulations are followed.

1.9
Plan of The Study
For the purpose and nature of this research work, the project is divided into five chapters. Project chapter one consists the introduction of the research topic, statement of the problem, research question, objective of the study, research hypothesis, significance of the study, scope and limitation of the study, definition of key terms and plan of the study.

Chapter two also discusses the literature review, conceptual framework, theoretical framework and empirical review. 

Chapter three is research methodology, research design, sources of data, population of the study, sample size and sampling techniques, research instrument, and method of data analysis.

Chapter four explains data presentation, analysis and interpretation on research topic. 

The chapter five of this research work comprises of summary, conclusion and recommend 
CHAPTER TWO

LITERATURE REVIEW

2.1
Conceptual Framework 
2.1.1
 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 communication technologies and non-bank retail agent (including post officers) as well as new institutional arrangement 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 system and systems where information and communication technologies, such as point-of-sale (POS) device networks, are used to transmit transaction details between the financial the financial service provider, the retail agent, and the customer in a branchless banking development countries in the last decade to open up the financial sector to the hither to 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 farmer and agro-allied entrepreneurs are encouraged to apply directly to the banks in accordance with large scale farmers allowed under the scheme to apply directly to the bank in accordance with the stipulated guidelines (CBN special report, 2018). The scheme affords financial assistance to farmers and agro-allied entrepreneurs at a single-digit interest rate 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 application thus reducing the effective rate of interest to be paid by farmers to 8.0 percent and means for influencing financial inclusion. Recent reform attempts in the Nigeria case has also led to the repackaging of community banks into microfinance institution and the restructuring of commercial bank into universal and regional categories, the establishment of framework for mobile service 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 attempting to identify clearly the problems of financial exclusion and strategies to be applied in order elevate the poor and in banked to full financial inclusion. One of such 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 institution. One of such models is the sustainable financial model by Porteous (2018) which identified three basic propositions for creating a sustainable long term inclusion with in an economy; namely customers needs proposition, business case proposition and a complaint ecosystem. Another model tagged social development model represents the society as a three segment pyramid with the peak representing the financially include, the base unbanked bankable and the middle the under banked bankable. 
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2.1.2
Social Development Financial Inclusion Model 

The base of the pyramid represents the larger portions of the society which is absolutely excluded financially with little or no prospect for financial inclusion. To progress into the under-banked bankable sphere, the group needs social development through government grant, employment scheme, social benefits such as health, education, etc similarly, to move into the financially included region, the under banked bankable needs access to financial services through banking transactions (deposit, savings, etc), micro-credit/micro-finance, micro-insurance, and multiple product delivery platforms and suitable ecosystem support by the government. 

A third model is the financial ecosystem model which focused on how economic growth can be achieved by financially integrating the under banked bankable group. The model recommends an articulated business case by financial-institution based on customers need for product such as no-credit, crop loan and micro-enterprises finance and similar financial services which encourage better management of funds and opportunities for stability and growth. 

2.1.3
Financial Inclusion Ecosystem Indicating Reasons for Financial Exclusion. 

	Why (why financial inclusion
	What (What are the possible solutions for financial inclusion?
	How (How solutions can be applied

	Under-developed infrastructure in the interiors of the country 
	- Accessible networking 

- Interiors of the country

- Micro-banking product

- Sharable technology platform aimed at reducing cost and improving efficiency 
	- Data connectivity 

- Shared access 

- Well connected delivery channel for real time transaction 

	Higher cost of funds and administrative expenses 
	- Influx of technology products to scale 

- Better usage of data

- Reduction in cost of delivery of service 
	- Lower cost technology product 

-  Lower cost data management system 

- Shared access and self service solution 

	Population and poverty 
	- Literacy campaign 

- Social development program

-Involvement organizations (NGOs) and agents 
	- Corporate pursuit of mass literacy 

- Government initiatives and support for NGOs and self-help Groups (SHGs and NGOs

	Illiteracy (also financial illiteracy) 
	- Use of technology where possible 

- Customization of product for excluded populace 

- Financial literacy campaign 
	- Corporate drive for financial literacy 

- National alliance pioneered by MFs, SHGs, NGOs and even technology vendors literacy campaign 


Source: Congo, 2025
The fourth model otherwise called financial inclusion lifecycle model is more comprehensive and precise. It identifies reason for financial exclusion, sets out the basic needs of the affected groups and suggests strategies of achieving the much desired financial inclusion. This model is built on the premise that opening a bank account for a poor individual is a necessary but not a sufficient step towards becoming financially included. It focuses on a three-step approach which must be applied to bring financially underserved individuals into a financially inclusive category. The thrust of the model is that after improving financial literacy and opening an account the usage of that account, linkage with other financial instruments are required to complete the financial inclusion lifecycle.
2.1.4
Financial Inclusion Lifecycle

Financially 










Excluded 

Source: Frost and Sullivan, 2025
2.1.5
A conceptualized framework of Relationship between financial inclusion & economic growth 

Myriads of research on the opportunities for deepening financial inclusion in Nigeria through the supply side have been extensively undertaken by Efina 2016, 2017 and 2018, findings of some of these surveys found more adults (about 91.2%) maintaining deposit with commercial banks with a paltry 8% with microfinance banks (MFB); thus making evaluation of the effects of financial inclusion in Nigeria as a deposit money bank dominance based on the review of relevant literatures and a priori expectation of the present study a noticeable trend can be assumed regarding consistency of relationship between an inclusive financial system, poverty alleviation, bank intermediation, and economic growth, the present study therefore conceptualize a framework of interconnectivity between study variables of the form to establish whether financial inclusion exist in Nigeria or not. 






2.1.6 
Strengthening and Expansion of Financial Inclusion 

CBN (2013) opined that the action plans to ensure that more Nigeria are capture into the formal financial system can be expanded and strengthen for quicker result. Hajiah (2017) 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 with in 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 bank 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 (2019) submitted that the issue of financial inclusion is fiscal policy issued 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 remain 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. 

2.1.7
Sustainability of financial inclusion in Rural Dwellers in Nigeria

There had been an explosion of different forms of remote access to financial service 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 payment 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 play 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 transaction 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 product or services at these strategic locations. The introduction of POS as one of the means for financial inclusion sustainability in rural dweller is a great concern due to the level of understanding of rural dwellers in terms of interest usage. This is because, POS is been looked usage. This is because, POS is 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 economics are rapidly evolving and making tremendous impact in the economics and lives of its citizenry especially the rural dwellers. In addition to reducing cost, these new service offering channels help to encourage customers to use financial services more often, as the location 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. 

2.1.8
Overview of financial inclusion in Nigeria

Financial exclusion has manifested prominently in Nigeria with the bulk of money in the economy staying, outside the banking system. The issue of financial exclusion has therefore been a major economic challenge that has received the attention of the various governments over the past four decades.

Prior to recent efforts to promote financial inclusion, the Nigeria economy was largely a cash-based economy with significant proportion of the narrow money stocks in the form of currency outside the banking system. Although the average ratio  of the currency outside the banking sector (COBs) to narrow money supply (M) trended downward from 61.1% to the 1960s to 44.3% in the 1970s, and later to 40.9% in the 1980s. The value in nominal terms was still high considering the growth in the level of narrow money in the economy. The decline in the ratio of narrow money in the economy. The decline in the ratio was attributable to a combination of development, including increased literacy and government policies directed at encouraging financial sector growth. The CBN during the period initiated rural banking programme directing banks to open branches in the rural areas encouraging Nigerians to use financial institutions and product more.

2.2
Theoretical Framework 

2.2.1
Public Good Theory of Financial Inclusion 
Public good theory of financial inclusion The public good theory of financial inclusion argues that the provision of formal financial services should be treated as a public good. The theory argues that formal financial services is a public good, and should be provided to everyone for the benefit of all. There should be unrestricted access to finance for everyone. As a public good, access to formal financial services to one individual does not reduce its availability to others. This means that all members of the population can be brought into the formal financial sector and everyone will be better-off. Under this theory, all members of the population are beneficiaries of financial inclusion and nobody is left out Under the public good theory of financial inclusion, an individual or small business that opens a formal bank account can be offered free debit cards. They can use the Automated Teller Machines (ATMs) to perform transactions without being charged a transaction fee.

2.2.2
Dissatisfaction theory of financial inclusion 

The dissatisfaction theory of financial inclusion argues that financial inclusion programs in a country should first be targeted to all individuals who were previously in the formal financial sector but left the formal financial sector because they were dissatisfied with the rules of engagement in the formal financial sector, or had some unpleasant personal experience when dealing with firms and agents in the formal financial sector.6 This theory suggests that it is easier to bring back people who left the formal financial sector because they were dissatisfied if the areas of dissatisfaction in the formal financial sectors have been completely resolved. The theory argues that it is easier to bring back this group of individuals into the formal financial sector through persuasion than to bring in those who have never been in the formal financial sector. The implication of this theory is that the members of the population that left the formal financial sector should be the first target of financial inclusion before extending financial inclusion programs to other members of the population. Banked adults may become dissatisfied for several reasons such as when they are victims of financial fraud, debit or credit card fraud, financial theft, long waiting.

2.2.3
Vulnerable Group Theory of Financial Inclusion 

The vulnerable group theory of financial inclusion argues that financial inclusion programs in a country should be targeted to the vulnerable members of society who suffer the most from economic hardship and crises, such as poor people, young people, women, and elderly people. The theory argues that vulnerable people are often the most affected by financial crises and economic recession, therefore, it makes sense to bring these vulnerable people into the formal financial sector. One way to achieve this is through government-to-person (G2P) social cash transfers into the formal account of vulnerable people. Making G2P social cash transfer payments into the formal account of poor people, young people, women, and elderly people can encourage other vulnerable people – poor people, young people, women, and elderly people – to join the formal financial sector to own a formal account to take advantage of the G2P social cash transfer benefits, thereby, increasing the rate of financial inclusion for vulnerable groups. Also, when social cash transfer is working, and other tools for achieving financial inclusion are provided to vulnerable people in society, it can make vulnerable people feel that they are being compensated for the existing income inequality that affect them, and it gives them an opportunity to catch up with other segments of society. The implication of theory is that financial inclusion efforts should be the targeted to vulnerable people in society.
2.3
Empirical Review 

According to Levine (2018) 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 economics poor growth tracking the financial diaries of poor people in Bangladesh, India and South Africa, Collins (2019) found causality between access to a range of appropriate and affordable financial services and improvement in poor people`s welfare & income.

Calderon and Lin (2012) examined whether all financial development leads to economic growth naturally, the study found that a mutual Granger causality exists between financial development and economic growth, but financial developments share in causing economic growth is higher in developed countries than in developing countries. Another study of interest is Christopoulos et al (2018) which verified whether long-run relationship exists between financial development and economic growth in a multivariate framework for ten developing countries over a 20-year period (2000-2020). A panel unit root test and co-integration analysis in a panel based vector Error correction model, for the sample 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 Ayndi et al (2018) which investigated the relationship between financial system development and economic growth in post-structural adjustment program (SAP) economy. The result indicates lack of consistency in the relationship between major variables. Similarly, Oniwioduoki (2017) 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 positively on economic growth in Nigeria. 

Empirical evidences exist, attesting to financial inclusion as having positive effects on growth and development within an economy as it raises the asset basel; (BFA, 2019, Sadeeu and Thangavel, 2018). In order to achieve the objective of inclusive growth with equality, it is highly essential that commercial bank 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, 2019).

CHAPTER THREE

METHODOLOGY

3.1
Research Design
This chapter deals exclusively with the methods, procedures, and system employed 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 process focuses on sampling can entire more accurate than studying the entire population because it afford 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. The researcher designed inputting and analyzing the data. The research design used is the export fact so as to ensure the data is not altered. To empirically verify the impact of financial inclusion on economic growth, regression method analytical technique was employed following the quantitative nature of the data. In achieving the objective of this study, an estimation of a modified linear regression model was followed.

3.2
Population of The Study
The population of the study comprises the key staff and functional staff and customer of the bank selected for the study that is, Opay Ajase Ipo Road, Ilorin Kwara State. There were a total of 70 personnel comprises both staff and customers of the bank. 

3.3
Sample Size And Sampling 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.

3.4
Instrument For Data Collection
This refers to where the information originated. In carrying out this study, both primary and secondary sources of data will be used.

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 is designed and administered in order to gather the wide range of information needed for this study.

Secondary Source

The secondary sources of data involve information gotten from already conducted research work that relates to the study. This includes published and unpublished literatures, text books, Journals, internet languages to avoid ambiguity in understanding of the question and particularly CBN bulletin.

Instruments For Data Collection 

The major source of research data used for the study were collected interview and questionnaire which involves a were collected interview and questionnaire which involves a set of clear technical but simple question about the topic under study given to the population to answer.

This is done to allow simple opinion of different respondent on the same set of question administered individually.

Test Of Validity Of Instrument 

The questionnaire will be distributed by hand to the respondents in their office working hour by the researcher in order to assure instant reply and the rate at which the questionnaire are to be returned with the aim of achieving the desired result from information gathered

3.5
Method Of Data Analysis
Descriptive method was used to analyze the data after which descriptive statistic was employed here to measure the trend 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 education in which the independent variable and parametric co-efficient, which may enable future values of the dependent variable to be predicted 

CHAPTER FOUR

PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA

4.1
Presentation Of Data
This chapter is aimed at analyzing the data generated with the set of objectives and hypothesis formulated. The tabular method of data presentation is used with a view of presenting the results obtained in the simplest form.

The hypothesis formulated during the course of the research work is also tested with a view of obtaining a factual result in the subject under study. The presentation of data was done in a way that the response were tabulated and converted in percentages.

	Number of administration
	Number of return
	Number of filled right
	Number of filled wrong

	15
	10
	9
	6


15 questionnaires were administered to Opay Digital Banking, Ilorin Kwara State. (10) Questionnaire were returned, whereby (9) were filled right and (6) were filled wrongly, and the section “A” part of the questionnaire will be analyzed using descriptive statistical tool which the part “B” and “”C” will be analyzed by using the inferential statistic presently chi-square. The level of significant is 0.05 (95% confidential level) and the chi-square x2 =[Fo-Fe]2/Fe

Where Fo = Observed frequency


Fe = Expected frequency


X2 = Calculated value

4.2
Analysis Of Data  

In the introductory chapter of this research work some hypothesis were formulated to determine the acceptable ability, if any hypothesis is found valid, it is accepted but if it is the other way round, the particular hypothesis is rejected. The data collected from the questionnaire is evaluated based on the statistical tools, the accepted or rejected hypothesis helps in drawing up the findings as well as making recommendations were necessary.

SECTION B

DISTRIBUTION OF RESPONDENTS BY DEPARTMENT

	Department
	Number of respondent
	Percentage (%)

	Customer service unit
	3
	30

	Sales unit
	3
	30

	Operations unit
	4
	40

	Total
	10
	100


Source: research survey, 2025
The bar chat distribution of department respondents

 


The table above shows the total number of department the researcher attended, on the research question, the customer service has 3 respondent with 30%, sales unit has 3 respondent with 30% also and finally operation unit has 4 with 40%.

Gender Respondent Of Distribution

	Sex
	Number of respondent
	Percentage (%)

	Male
	6
	60

	Female
	4
	40

	Total
	10
	100


Source: research survey, 2025
Bar chat distribution of sex respondent




The table above indicates the total number of male and female that responded to the research question and 6 and 4 respectively and which their percentage are 60% and 40% respectively.

Age Respondent Of Distribution

	Below 22
	0
	0

	25-30 years
	6
	60

	35-39 years
	3
	30

	40 above
	1
	10

	Total
	10
	100


Source: research survey, 2025
Bar chart distribution on age of respondent



The table above shows that below 22 years of age are not making in the bank while 6 representing 60% of the respondents falls within the age of 25-30, 3 representing 30% of the respondents falls within the age of 35-39 and 1 representing 105% respondents that are 40 years and above.

Marital Status Of Respondent Of Distribution

	Marital status
	Respondent
	Percentage

	Single
	5
	50

	Married 
	4
	40

	Divorced
	1
	10

	Total
	10
	100


Source: research survey, 2025
Bar chat distribution on marital status


The above table shows that 5 (50%) of the respondents are single, 4 (40%) of the respondents, are married and 1(10%) of the respondents are divorced.

Education Qualification Of The Respondents

	Education qualification
	Respondent
	Percentage(%)

	SSCE

	0
	0

	Diploma
	2
	20

	Degree
	5
	50

	Masters
	3
	30

	Total
	10
	100


Source: research survey, 2025
Bar chat distribution on education qualification of respondent




The table above indicates that none of the respondents were senior secondary certificate holder. The respondents were Diploma which is 2 representing 20% while degree is 5 representing 50% and lastly masters which is 3 representing 30%

Period Of Stay In The Bank

	Period of stay
	Respondent
	Percentage (%)

	5 years
	2
	20

	10 years
	4
	40

	15 years
	3
	30

	20 years above
	1
	10

	Total
	10
	100


Source: research survey, 2025
Bar chat distribution of period of stay in the bank of the respondents



The above table shows that 2 which is (20%) of the respondents have spent 5 years in the bank, 4 which is (40%) have spent 10 years in the bank while 3 which is (30%) have spent 15 years in the bank and lastly 10 which is (10%) have spent 20 years above in the bank.

4.3
Interpretation
The hypothesis stated that financial inclusion have significant relationship between poverty reduction and economic growth in Nigeria with performance by chi-square method

Chi-square formula =x2=[fo-fe]2/fe

Where x2=chi-square

Fo= observed frequency


Fe=expected frequency

Also the following ration shall be used in computing the results

X2=table value

X2=calculated value

Df=degree of freedom

Df=[r-1][c-1]

Decision rule

The table x2 shall be compared with the calculated value x2, if the calculated chi-square is greater than or equals to the table. Chi-square, the actual null hypothesis will be rejected between the level of significance is 0.5 (95% confidential level). If x2> x2=rejected null hypothesis, accept alternative hypothesis but if x2<x2 null hypothesis will be accepted and alternative hypothesis will be rejected.

The hypothesis stated that financial inclusion have significant relationship between poverty reduction and economic growth in Nigeria.

To test the hypothesis, it is very important to find out whether the defense opinion is significant enough to draw a conclusion

Ho is the null hypothesis 

Hi is the alternative 

Ho=there is no significant relationship between financial inclusion and economic growth in Nigeria

Hi= there is significant relationship between financial inclusion and poverty eradication in Nigeria

Hi= there is significant relationship between financial inclusion and poverty eradication in Nigeria

Ho= there is no significant relationship between financial inclusion and the banking system in Nigeria

Hi= there is significant relationship between financial inclusion and the banking system in Nigeria.

	Options
	Number of respondents
	Percentage (%)

	Certain
	8
	80

	Uncertain
	2
	20

	Total 
	10
	100


	O
	E
	O-E
	(O-E)2
	(O-E)2/E

	8
	5
	3
	9
	1.8

	2
	5
	-3
	9
	1.8

	Total
	10
	
	
	3.6


Expected frequency=10/2=5

X2=3.6

X2=[r-1][c-1]

Where row level of frequency of significant is 0.05 confidential level

(2-1)(2-1)=1=19.9

X2=19.9

Decision rule

Chi-square is 1.8 and critical level is 0.5 and accept the alternative hypothesis (Hi) because chi-square is greater than critical level.

Findings

At the ends of the hypothesis, the researcher observed that there is significant relationship between inclusion and poverty eradication in Nigeria.

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1
Summary of Findings
The main aim of the study is to examine the effect of financial inclusion on economic growth and in Nigeria banking sector. The study therefore examined the effects of number of deposit money banks branches, currency in circulation, currency outside banks, microfinance banks’ deposit money banks’ credit to private sector, loans and deposit of rural branches of deposit money banks on economic growth in Nigeria. The OLS regression method and the Granger causality tests were used to elaborately analyze the data. The findings of the study revealed that the number of deposit money bank branches has negative insignificant relationship with economic growth but it was also found to have no effect on economic growth in Nigeria. This suggest that as the economy of Nigeria grows, there is likely to be more and more currency outside the banking sector. On the other hand, currency in circulation has positive and insignificant relationship with economic growth. The loans granted by rural branches of deposit money banks are also found to have positive impact on economic growth and it has also been found that the loans issued to rural areas help increase the per capita income in Nigeria. The findings of the study also revealed that microfinance  banks’ deposit had no effect on the economic growth of Nigeria. The F-statistic shows that generally financial inclusion insignificantly predicts economic growth. 

Yorulmaz (2016) also found that financial inclusion index also contributes positively to GDP per capita, and also found evidence of casual relationship going from financial sector variables to economic growth in Nigeria.

5.2
Conclusion
Based on the findings of the study, the researcher therefore comes to conclusion, that provision of banking services in the rural areas will contribute positively to the economic growth in Nigeria such services mainly including accepting deposits and granting loans. And that has not affected economic growth in Nigeria the way it ought to showing lapses in the allocation of credit to private sector in Nigeria. Currency in circulation, one part of the narrow money supply, has positively affected Nigeria’s economic growth.

The insignificance of financial inclusion on economic growth in Nigeria has been established by this study adopt policies that ensures that a large majority of the narrow money supply (mi) is made up of currency in circulation thereby reducing the amount of money outside banks. The rural bank branches should be encouraged to grant loans to private business and small scale enterprises as to further promote economic growth.

Rural bank branches should be enabled to provide incentives to deposition and savers, so as to encourage deposits and positively improve economic growth. Banks are encouraged to maintain their commitment to sustainability in designing their business models to enable them to cope with disruptions and make a positive environmental and social impact in their quest to deliver value to their stakeholder. Banks and other financial institutions can only survive disruptive events if they will full embrace sustainability principles stressing that this has become even more critical during periods of insignificant disruptions such as the corona virus pandemic (COVID 19) ravaging the world.

Though primarily, a health crisis, the negative growth of Nigeria. However, the study does not have some limitation. It has only examined the relationship between financial inclusions on Nigeria economic growth; emphasis on which components of financial  inclusion like lending; means of payment and investment window has been minimal thus providing a basis for future studies to examined this matter in greater detail. This gives a signal to the financial regulators on the need to have proper guidelines or regulations in place that will encourage financial intermediation among the rural area. The study policy recommendation therefore centers on the need to create deposit and borrowing windows at affordable cost to the poor and to income group erstwhile tagged the “unbankable”

Since income inequality indexes is one of the major routes through which governance and financial inclusion impacts on the welfare of poor people 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. 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; pogrammes 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 capital income 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 productivities and experience increased welfare. Spillover effects on business and the economy are complex and pervasive, considerably slowing economic activates in most countries. Before the disruption caused by COVID 19 pandemic, financial services was undergoing their business models to address charges caused by innovation, digitalization, new entrants by fintechs, increasing regulation and changing needs and behavioral patterns of customers. The government and monetary authorities should ensure the promotion of banking service and the establishment of bank branches deeper in the rural areas and equally support these banks to meet the demands of these areas efficiently.

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 inclusions on Nigeria Economic growth; emphasis on which components of financial inclusion like lending; means of payment and investment window has been minimal thus providing a basis for future studies to examine this matter in greater detail. This gives a signal to the financial regulators 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 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 perfective 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 capital 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 productivities and experience increased welfare. 
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