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ABSTRACT 

Financial inclusion is crucial for economic growth and poverty reduction, especially in developing 

countries like Nigeria. Despite its importance, rural Nigeria remains largely underserved by 

financial services. This paper explores the need for financial inclusion in rural Nigeria, examining 

the barriers to access, the benefits of financial inclusion, and the role of various stakeholders in 

promoting financial inclusion. The paper concludes with recommendations for enhancing financial 

inclusion in rural areas to support sustainable development. 

Keywords: Financial Inclusion, Rural Nigeria, Unbanked Population, Economic Empowerment, 

Access to Financial Services. 
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 INTRODUCTION 

1.0 BACKGROUND OF THE STUDY 

Nigeria, with a population exceeding 200 million, is one of Africa’s largest economies. However, 

a significant portion of its population, particularly in rural areas, remains financially excluded. 

Financial inclusion, defined as access to and usage of quality financial services by all segments of 

society, is a critical component for achieving sustainable development. Despite efforts by the 

government and financial institutions to promote financial inclusion, rural Nigeria continues to 

face significant challenges that hinder access to financial services. Allen, F., Demirguc-Kunt, A., 

Klapper, L., & Martinez Peria, M. S. (2016). 

1.1 RESEARCH OBJECTIVES 

This paper seeks to: 

 Understand the current state of financial inclusion in rural Nigeria. 

 Identify the barriers to financial inclusion in rural areas. 

 Highlight the benefits of financial inclusion for rural communities. 

 Provide recommendations for improving financial inclusion in rural Nigeria. 

1.2 SCOPE AND LIMITATIONS 

The paper focuses on rural areas in Nigeria, with particular attention to the factors that contribute 

to financial exclusion and the potential impact of financial inclusion on these communities. The 

study does not delve into specific financial products or services but provides a broad overview of 

the challenges and opportunities for financial inclusion. 

1.3 SIGNIFICANCE OF THE STUDY 

Any country's socioeconomic progress depends heavily on financial inclusion, but in rural Nigeria, 

where a sizable section of the population is underbanked and unbanked, this is especially true. The 

following factors make the topic extremely important: 

Economic Empowerment: Nigeria's rural populace are primarily involved in the informal 

economy and agriculture, which provide substantial contributions to the country's GDP. These 

groups can become more productive through improved access to credit, savings, and insurance 

through financial services. More people participating in the economy and sustainable livelihoods 

result from this. 

Diminution of Poverty: Poverty and financial marginalization are intimately related. Giving rural 

residents access to financial services like savings accounts, mobile banking, and microlending 

enables them to better manage their money, make investments in small enterprises, and control 

their spending, all of which contribute to a decrease in poverty. 
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Advancement of Gender Equality: Because of socio cultural and economic constraints, a large 

number of rural women are shut out of formal financial institutions. Initiatives for financial 

inclusion can target women in particular, providing them with the means to become financially 

independent, thereby enhancing household welfare and advancing gender equality. 

Improved Financial Literacy: Programs aimed at promoting financial inclusion also present a 

chance to increase understanding and enhance financial literacy in rural communities. With this 

information, people may make more informed financial decisions, which is essential for improving 

economic planning and resource management. 

Advancement of Gender Equality: Because of socio cultural and economic constraints, a large 

number of rural women are shut out of formal financial institutions. Initiatives for financial 

inclusion can target women in particular, providing them with the means to become financially 

independent, thereby enhancing household welfare and advancing gender equality. 

Improved Financial Literacy: Programs aimed at promoting financial inclusion also present a 

chance to increase understanding and enhance financial literacy in rural communities. With this 

information, people may make more informed financial decisions, which is essential for improving 

economic planning and resource management. 

Technological Advancement: The growth of fintech and mobile banking services has the 

potential to leapfrog traditional banking systems and bring financial services directly to remote 

areas. Understanding financial inclusion helps stakeholders harness these innovations effectively 

to reach underserved communities. 

Social Stability and Growth: Financially excluded populations are often marginalized and 

vulnerable to economic shocks. Financial inclusion contributes to social stability by integrating 

more people into the formal economy, which in turn reduces inequalities, strengthens 

communities, and promotes national growth. 
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LITERATURE REVIEW AND THEORY 

2.0 OVERVIEW CURRENT STATE OF FINANCIAL INCLUSION IN RURAL NIGERIA 

Financial inclusion encompasses access to a range of financial services, including banking, credit, 

insurance and digital payment systems. It is a key driver of economic empowerment, enabling 

individuals and businesses to save, invest, and manage risks more effectively. Ouma, S. A., 

Odongo, T. M., & Were, M. (2017). 

2.1 FINANCIAL EXCLUSION IN RURAL NIGERIA 

Rural Nigeria is characterized by low levels of financial inclusion. According to recent data, a 

large percentage of the rural population remains unbanked, with limited access to formal financial 

services. Factors contributing to this exclusion include geographic isolation, inadequate financial 

infrastructure, low levels of financial literacy, and cultural barriers. Due to poor network coverage, 

Nwaguiyi J.T. (2024). introduction of online/offline payment system will improve financial 

inclusion in rural Nigeria. 

2.2 BARRIERS TO FINANCIAL INCLUSION 

Several barriers contribute to the low levels of financial inclusion in rural Nigeria: 

Geographical Barriers: Rural areas often lack physical access to financial institutions due to poor 

infrastructure and long distances to urban centers. 

Economic Barriers: High levels of poverty and informal economic activities limit the ability of 

rural residents to engage with formal financial systems. 

Cultural and Social Barriers: Cultural norms and distrust of formal institutions can discourage 

rural populations from using financial services. 

Lack of Financial Literacy: A significant portion of the rural population lacks basic financial 

literacy, which is essential for understanding and utilizing financial products. 

2.3 THE IMPORTANCE OF FINANCIAL INCLUSION IN RURAL NIGERIA 

Economic Empowerment 

EFInA. (2020). Financial inclusion can drive economic empowerment by providing rural 

populations with the tools to save, invest, and manage risks. Access to credit and savings accounts 

enables individuals to start or expand businesses, leading to increased income and economic 

stability. 

 Poverty Reduction 
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Financial inclusion is a powerful tool for poverty reduction. By enabling access to financial 

services, rural populations can better manage their finances, smooth consumption, and invest in 

education and health, which are critical for breaking the cycle of poverty. 

 Social Inclusion and Equity 

Financial inclusion promotes social inclusion by ensuring that marginalized groups, such as 

women and low-income individuals, have equal access to financial services. This can lead to 

greater equity and inclusion in economic opportunities. 

 Sustainable Development 

Financial inclusion is integral to achieving the United Nations Sustainable Development Goals 

(SDGs). By promoting financial inclusion, Nigeria can advance goals related to poverty reduction, 

gender equality, and economic growth. Demirguc-Kunt, A., Klapper, L., Singer, D., Ansar, S., & 

Hess, J. (2018). 

2.4 STRATEGIES FOR ENHANCING FINANCIAL INCLUSION IN RURAL NIGERIA 

 Leveraging Technology 

Central Bank of Nigeria (CBN) (2019). The advent of digital financial services presents a 

significant opportunity to enhance financial inclusion in rural Nigeria. Mobile banking, agent 

banking, and fintech solutions can overcome geographical barriers and provide affordable and 

accessible financial services to rural populations. 

 Policy and Regulatory Frameworks 

Supportive policy and regulatory frameworks are essential for promoting financial inclusion. The 

Nigerian government and Central Bank should continue to implement policies that encourage the 

expansion of financial services to rural areas, including incentives for financial institutions to reach 

underserved populations. 

 Financial Literacy and Education 

Improving financial literacy is critical for empowering rural populations to use financial services 

effectively. Financial education programs should be tailored to the needs of rural communities, 

focusing on practical knowledge and skills that enable individuals to make informed financial 

decisions. 

 Public-Private Partnerships 

Collaboration between the government, financial institutions, and non-governmental organizations 

(NGOs) can enhance efforts to promote financial inclusion. Public-private partnerships can 

facilitate the development of innovative solutions, expand outreach, and ensure that financial 

services are accessible to all segments of the rural population. 
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2.5 CHALLENGES IN ACHIEVING FINANCIAL INCLUSION IN RURAL NIGERIA 

 Infrastructure Challenges 

Inadequate infrastructure, including poor road networks and limited access to electricity and 

internet services, hampers the delivery of financial services in rural areas. These challenges must 

be addressed to ensure that financial inclusion efforts are effective. 

 Trust and Cultural Barriers 

Building trust in formal financial institutions is essential for increasing financial inclusion in rural 

Nigeria. Efforts must be made to address cultural barriers and misconceptions about formal 

financial services, particularly in communities with strong traditional financial practices. 

 Economic Viability for Financial Institutions 

Serving rural populations can be economically challenging for financial institutions due to the high 

costs of service delivery and the low profitability of rural markets. Innovative business models and 

partnerships are needed to make rural financial inclusion economically viable. 
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3.0 RECOMMENDATIONS AND CONCLUSION 

 Strengthening Infrastructure 

Investment in rural infrastructure, particularly in telecommunications and transportation, is crucial 

for supporting financial inclusion. The government should prioritize rural development projects 

that improve access to financial services. 

 Expanding Digital Financial Services 

The expansion of digital financial services, such as mobile money and agent banking, should be a 

key focus. World Bank (2018). Financial institutions should collaborate with fintech companies to 

develop products that meet the needs of rural customers 

Enhancing Financial Literacy 

Financial literacy programs should be scaled up and tailored to the specific needs of rural 

communities. These programs should be delivered in local languages and through channels that 

are accessible to rural populations, such as radio, community meetings, and local schools. 

 Encouraging Public-Private Partnerships 

Public-private partnerships should be encouraged to leverage the strengths of different 

stakeholders in promoting financial inclusion. These partnerships can help to develop innovative 

solutions, share risks, and ensure that financial services reach the most underserved populations. 

3.1 CONCLUSION 

Financial inclusion is essential for the economic empowerment and sustainable development of 

rural Nigeria. Despite the challenges, there are significant opportunities to enhance financial 

inclusion through technology, supportive policies, and collaborative efforts. By addressing the 

barriers to financial inclusion and implementing the recommended strategies, Nigeria can create a 

more inclusive financial system that benefits all its citizens, particularly those in rural areas. 

 

 

 

 

 

 

REFERENCES 



 

37 

International Journal of Applied Science Research and Publication 

World Bank (2018). "The Global Findex Database 2017: Measuring Financial Inclusion and the 

Fintech Revolution." 

Washington, DC: World Bank. 

Central Bank of Nigeria (CBN) (2019). "National Financial Inclusion Strategy (Revised)." 

Abuja: Central Bank of Nigeria. 

Ouma, S. A., Odongo, T. M., & Were, M. (2017). "Mobile Financial Services and Financial 

Inclusion: Is It a Boon for Savings Mobilization?" 

Enhancing Financial Innovation and Access (EFInA) (2020). "EFInA Access to Financial Services 

in Nigeria 2020 Survey." 

Lagos, Nigeria. 

Demirguc-Kunt, A., Klapper, L., Singer, D., Ansar, S., & Hess, J. (2018). "The Global Findex 

Database 2017: Measuring Financial Inclusion and the Fintech Revolution." 

World Bank Group. 

Allen, F., Demirguc-Kunt, A., Klapper, L., & Martinez Peria, M. S. (2016). "The Foundations of 

Financial Inclusion: Understanding Ownership and Use of Formal Accounts." 

Nwaguiyi J.T. (2024) Enhancing financial inclusion in rural areas using online/offline payment 

system. 


