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Abstract

This study examines the relationship between financial inclusion and poverty
reduction in Nigeria, with particular emphasis on the role of cooperative banks. Despite
various national financial inclusion strategies, a significant proportion of low-income
earners and rural dwellers remain financially excluded. Using primary data obtained
from 286 members of cooperative banks in underserved communities in Enugu State,
Nigeria, the study investigates how cooperative banking services influence access to
credit, savings mobilization, financial literacy, and income improvement. Data were
collected through structured questionnaires and analyzed using descriptive statistics
and inferential techniques. Findings indicate that 59.3% of respondents reported
improved access to financial services after joining cooperative banks, while 73.3%
identified financial literacy programs as highly important in enhancing economic
empowerment. However, challenges such as limited financial resources (34.9%) and
lack of awareness of available services (31.4%) were reported as constraints to optimal
service delivery. The results suggest that cooperative banks significantly contribute to
financial inclusion and play a measurable role in poverty reduction by providing
accessible and affordable financial services to underserved populations. The study is
anchored on the Financial Intermediation Theory, which posits that financial
institutions facilitate the efficient allocation of resources by mobilizing savings and
channeling credit to productive sectors, thereby stimulating income generation and
economic welfare. It is also supported by the Capability Approach Theory developed by
Amartya Sen, which emphasizes expanding individuals’ economic capabilities as a
pathway to reducing poverty. The study concludes that strengthening cooperative
banking structures, improving technological adoption, and expanding financial
literacy initiatives can enhance financial inclusion and accelerate poverty reduction
efforts in Nigeria.

Keywords: Financial Inclusion, Cooperative Banks, Poverty Reduction, Financial
Intermediation, Capability Approach, Nigeria.

1.0 Introduction

1.1 Background of the Study

Financial inclusion has been recognized globally as a critical instrument for economic growth,
social equity, and poverty reduction. In Nigeria, a significant proportion of the population
remains unbanked or underbanked, particularly in rural and underserved communities
(Central Bank of Nigeria [CBN], 2020). Access to financial services such as savings accounts,
credit facilities, and financial literacy programs can empower individuals to engage in
productive economic activities, generate income, and reduce poverty levels.
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Cooperative banks, as financial institutions based on cooperative principles, provide a
strategic avenue for promoting financial inclusion. These banks pool resources from members,
offering accessible loans, savings mobilization, and financial advisory services, particularly to
low-income households and rural populations (Ugwuanyi & Obodoechi, 2022). While
commercial banks often target urban populations and middle- to high-income earners,
cooperative banks are uniquely positioned to address financial exclusion among underserved
populations.

Previous studies indicate that financial inclusion positively affects poverty reduction in
Nigeria (Oladotun et al., 2022). However, the role of cooperative banks in this context remains
underexplored, despite their potential to enhance credit access, encourage savings, and
improve financial literacy among marginalized communities.

1.2 Statement of the Problem

Despite policy initiatives and interventions by the Central Bank of Nigeria and other financial
institutions, financial exclusion persists among Nigeria’s low-income earners and rural
populations. Many individuals in underserved communities are unable to access affordable
credit or effectively utilize financial services to improve their livelihoods. As a result, poverty
remains widespread.

Cooperative banks, while designed to serve these populations, face operational challenges
such as limited financial resources, inadequate technological infrastructure, and low levels of
awareness among potential members. Empirical evidence regarding the effectiveness of
cooperative banks in promoting financial inclusion and reducing poverty is limited,
particularly at the community level. This study seeks to address this gap by examining the
impact of cooperative banking on financial inclusion and poverty reduction in Nigeria.

1.3 Objectives of the Study

1.3.1 General Objective

To examine the role of cooperative banks in promoting financial inclusion and reducing
poverty among underserved populations in Nigeria.

1.3.2 Specific Objectives

1. To assess the extent to which cooperative banks enhance access to financial services
among low-income earners. 2. To determine the contribution of cooperative banks to income
generation and poverty reduction in underserved communities. 3. To identify the challenges
facing cooperative banks in promoting financial inclusion. 4. To recommend strategies to
strengthen the effectiveness of cooperative banks in poverty alleviation.

1.4 Research Questions

1. To what extent do cooperative banks improve access to financial services for low-income
earners?

2. How do cooperative banks contribute to income generation and poverty reduction in
underserved communities? 3. What challenges limit the effectiveness of cooperative banks in
promoting financial inclusion? 4. What strategies can enhance the role of cooperative banks
in reducing poverty?
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1.5 Hypotheses

Hol: Cooperative banks do not significantly improve access to financial services among
low-income earners.

Ho2: Cooperative banks have no significant effect on poverty reduction in underserved
communities.

1.6 Significance of the Study

The study is significant in several ways: 1. Policy Implications: Findings can inform
policymakers and regulatory bodies, including the Central Bank of Nigeria, on the
effectiveness of cooperative banks as instruments of financial inclusion and poverty
alleviation. 2. Academic Contribution: The study adds to the limited empirical literature on
the role of cooperative banks in Nigeria, particularly at the community level. 3. Practical
Relevance: Cooperative banks, community leaders, and non-governmental organizations can
leverage the findings to improve service delivery and expand outreach to financially excluded
populations.

1.7 Scope of the Study

This study is geographically focused on cooperative bank members in underserved
communities in Enugu State, Nigeria, with a population of 286 members as identified in
previous surveys (Ugwuanyi & Obodoechi, 2022). Conceptually, the study focuses on
financial inclusion indicators such as access to credit, savings mobilization, and financial
literacy, and their effects on poverty reduction.

1.9 Operational Definitions of Terms

Financial Inclusion: Access to and usage of financial services such as savings accounts, credit,
and insurance by previously excluded populations (CBN, 2020). - Poverty Reduction:
Improvement in income levels, living standards, and access to basic needs among low-income
populations. - Cooperative Banks: Financial institutions owned and operated by members,
emphasizing savings mobilization and credit provision to underserved populations.

LITERATURE REVIEW

2.1 Introduction

This section reviews relevant literature on financial inclusion and poverty reduction in
Nigeria, with particular emphasis on the role of cooperative banks. The review covers
conceptual clarifications, theoretical foundations, empirical evidence, and identified research
gaps. It examines how financial inclusion mechanisms—particularly access to credit, savings
mobilization, and financial literacy —contribute to poverty alleviation and economic
empowerment in underserved communities.

2.2 Conceptual Review

2.2.1 Financial Inclusion

Financial inclusion refers to the availability, accessibility, and usage of affordable financial
services by all segments of society, particularly vulnerable and low-income groups. According
to the Central Bank of Nigeria (2020), financial inclusion involves ensuring that individuals
and businesses have access to useful and affordable financial products and services such as
transactions, payments, savings, credit, and insurance delivered responsibly and sustainably.

FINANCIAL INCLUSION AND POVERTY REDUCTION IN NIGERIA: THE ROLE OF COOPERATIVE BANKS 231



Sapientia Global Journal of Arts, Humanities and Development Studies (SGOJAHDS), Vol.9 No.1 March, 2026; pg. 229 — 245; ISSN: 2695-
2319 (Print); ISSN: 2695-2327 (Online)

Globally, institutions like the World Bank recognize financial inclusion as a key enabler of
poverty reduction and shared prosperity. Financial inclusion enhances economic
participation by allowing individuals to save securely, access credit for investment, manage
risks, and smooth consumption during income shocks.

In Nigeria, despite various policy initiatives including the National Financial Inclusion
Strategy (NFIS), a considerable proportion of rural dwellers and informal sector participants
remain financially excluded. Structural barriers such as low income, poor financial literacy,
distance to banking facilities, and distrust of formal financial institutions contribute to
exclusion.

Financial inclusion can be measured through indicators such as:
e Ownership of bank accounts
e Access to credit facilities
e Savings mobilization
o Use of digital financial services
e Participation in financial literacy programs

These indicators form the core framework for assessing the contribution of cooperative
banks to poverty reduction in this study.

2.2.2 Cooperative Banks

Cooperative banks are member-owned financial institutions established on cooperative
principles of mutual assistance, democratic governance, and community development. Unlike
commercial banks that prioritize profit maximization, cooperative banks focus on member
welfare and economic empowerment.

In Nigeria, cooperative banks operate primarily at the grassroots level, mobilizing savings
and providing loans to members who may otherwise lack access to conventional banking
services. They are particularly important in rural communities where formal financial
institutions are scarce.

Ugwuanyi and Obodoechi (2022) note that cooperative banks in Enugu State have improved
credit accessibility and savings culture among underserved populations. Through pooled
savings and internal lending mechanisms, cooperative banks enable members to finance
small-scale businesses, agricultural activities, and household needs.

Key functions of cooperative banks include:

Savings mobilization

Provision of low-interest loans

Financial literacy education

Encouragement of entrepreneurship

AR e

Promotion of community-based development

By targeting financially excluded populations, cooperative banks serve as vital instruments
of financial deepening and inclusive growth.
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2.2.3 Poverty Reduction

Poverty reduction involves improving income levels, living standards, and access to
essential services such as education, healthcare, and housing. In Nigeria, poverty remains a
significant socio-economic challenge despite economic growth in certain sectors.

The National Bureau of Statistics consistently reports higher poverty rates in rural areas
compared to urban centers. Limited access to financial services exacerbates poverty by
restricting individuals” ability to invest, manage risks, and accumulate assets.
Financial inclusion contributes to poverty reduction through:

1. Enabling income-generating activities

2. Enhancing savings accumulation

3. Facilitating access to productive credit

4. Reducing vulnerability to financial shocks

Cooperative banks play a direct role in these processes by providing tailored financial
products that meet the needs of low-income populations

2.3 Theoretical Framework
This study is anchored on two major theories: Financial Intermediation Theory and the
Capability Approach Theory.

2.3.1 Financial Intermediation Theory

Financial Intermediation Theory, as articulated by Douglas W. Diamond (1984), explains how
financial institutions act as intermediaries between savers and borrowers. According to this
theory, financial institutions reduce transaction costs, mitigate information asymmetry, and
efficiently allocate resources to productive investments.

In the context of cooperative banks, members deposit savings, which are pooled and
redistributed as loans to other members for productive purposes. This intermediation process
enhances capital formation, stimulates business growth, and increases household income.

By channeling resources toward income-generating activities, cooperative banks support
economic development and contribute to poverty reduction.

2.3.2 Capability Approach Theory

The Capability Approach, developed by Amartya Sen, emphasizes expanding individuals’
freedoms and capabilities as the central objective of development. Poverty, from this
perspective, is not merely a lack of income but a deprivation of capabilities to lead a
meaningful life.

Financial inclusion enhances capabilities by:
e Increasing access to economic opportunities
¢ Empowering individuals to make financial decisions
e Expanding entrepreneurial possibilities
e Strengthening resilience against shocks

Through financial literacy training and accessible credit, cooperative banks expand
members’” economic choices and improve their well-being, aligning with Sen’s framework.
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2.4 Empirical Review

2.4.1 Financial Inclusion and Poverty Reduction in Nigeria

Oladotun et al. (2022) found a positive relationship between financial inclusion and poverty
reduction in Nigeria, indicating that access to financial services improves household income
and economic stability.

Similarly, studies supported by the International Monetary Fund suggest that inclusive
financial systems promote economic resilience and inclusive growth in developing countries.
However, most existing studies focus broadly on commercial banking and digital financial
services, with limited attention to cooperative banking structures at the community level.

2.4.2 Role of Cooperative Banks in Financial Inclusion

Empirical evidence from Enugu State by Ugwuanyi and Obodoechi (2022) shows that
cooperative banks significantly enhance credit access among underserved populations.
Members reported improved savings habits and better business performance after joining
cooperative societies.

Other community-level studies reveal that cooperative banks:
e Reduce dependence on informal money lenders
o Offer lower interest rates
e Provide flexible repayment structures
e Encourage financial discipline

The findings from the present study align with these empirical observations, as 59.3% of
respondents reported improved access to financial services, and 73.3% emphasized the
importance of financial literacy programs.

2.4.3 Challenges Facing Cooperative Banks
Despite their contributions, cooperative banks face several constraints:
¢ Limited capital base
e Poor technological infrastructure
e Weak regulatory supervision
e Low awareness among potential members

In the present study, 34.9% of respondents identified limited financial resources as a major
constraint, while 31.4% cited lack of awareness of available services. These challenges restrict
outreach and reduce the scale of impact.

2.5 Conceptual Framework

The conceptual framework of this study establishes a relationship between financial inclusion
(independent variable) and poverty reduction (dependent variable), with cooperative banks
serving as the mediating institution.

Independent Variables (Financial Inclusion Indicators):
e Access to credit
¢ Savings mobilization
¢ Financial literacy
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e Access to banking services

Dependent Variable:
1. Income improvement
2. Business expansion
3. Improved living standards

The framework assumes that cooperative banks enhance financial inclusion, which in turn
leads to measurable poverty reduction outcomes.

2.6 Summary of Literature and Research Gap

The reviewed literature confirms that financial inclusion contributes significantly to poverty
reduction. Theoretical foundations—Financial Intermediation Theory and the Capability
Approach—provide strong justification for examining cooperative banks as instruments of
inclusive development.

However, existing empirical studies in Nigeria focus largely on commercial banking systems,
digital finance, and macro-level indicators. There is limited micro-level evidence on how
cooperative banks specifically influence poverty outcomes within underserved communities,
particularly in Enugu State.

This study addresses this gap by providing community-based empirical evidence on the
measurable impact of cooperative banks on financial inclusion and poverty reduction in
Nigeria.

RESEARCH METHODOLOGY

3.1 Introduction

This section presents the methodology adopted in examining the relationship between
financial inclusion and poverty reduction in Nigeria, with particular emphasis on the role of
cooperative banks in underserved communities in Enugu State. It outlines the research design,
population of the study, sample size and sampling technique, research instrument, validity
and reliability of the instrument, data collection procedures, methods of data analysis, and
ethical considerations.

3.2 Research Design

The study adopted a descriptive survey research design with a quantitative approach. The
descriptive survey design was considered appropriate because it allows the researcher to
collect data from a defined population in order to describe existing conditions and examine
relationships among variables.

This design enabled the researcher to assess how cooperative banks influence financial
inclusion indicators such as access to credit, savings mobilization, and financial literacy, and
how these factors contribute to poverty reduction outcomes including income improvement
and enhanced living standards.

The survey method was suitable because it facilitated the collection of primary data directly
from cooperative bank members through structured questionnaires.
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3.3 Area of the Study

The study was conducted in underserved communities in Enugu State, Nigeria, where
cooperative banks operate as primary financial service providers for low-income earners and
rural dwellers.

Enugu State is located in the southeastern region of Nigeria and has a mix of urban and rural
populations. In many rural communities within the state, access to commercial banking
services is limited, thereby increasing reliance on cooperative financial institutions.

3.4 Population of the Study
The population of the study consisted of 286 registered members of selected cooperative
banks in underserved communities in Enugu State.

The population included both male and female members engaged in various economic
activities such as small-scale trading, agriculture, and artisan work.

Given that the population size was manageable, the entire population of 286 members was
used for the study.

3.5 Sample Size and Sampling Technique

3.5.1 Sample Size

Since the total population was 286 cooperative bank members, the study adopted a census
sampling approach, whereby all members were included in the survey.

The decision to use the entire population eliminated sampling bias and enhanced the
representativeness of the findings.

3.5.2 Sampling Technique

A purposive sampling technique was used in selecting the cooperative banks included in the
study. The selected banks were those operating in underserved communities and actively
providing savings, credit, and financial literacy services to members.

3.6 Sources of Data
The study utilized both primary and secondary sources of data.

3.6.1 Primary Data
Primary data were collected through structured questionnaires administered to cooperative
bank members. The questionnaire was designed to obtain information on:

e Access to financial services

e Credit utilization

e Savings behavior

e Participation in financial literacy programs

¢ Income changes after joining cooperative banks

e Challenges faced by cooperative banks
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3.6.2 Secondary Data

Secondary data were obtained from publications of the Central Bank of Nigeria, the National
Bureau of Statistics, academic journals, textbooks, and relevant policy documents. These
sources provided contextual and theoretical support for the study.

3.7 Instrument for Data Collection

The primary instrument used for data collection was a structured questionnaire developed
by the researcher.

The questionnaire was divided into five sections:

Section A: Demographic characteristics of respondents

Section B: Access to financial services

Section C: Contribution of cooperative banks to income and poverty reduction
Section D: Financial literacy and empowerment

Section E: Challenges facing cooperative banks

G LN

The questionnaire employed a five-point Likert scale ranging from:
1 = Strongly Disagree

2 = Disagree
3 = Neutral
4 = Agree

5 =Strongly Agree

This structure enabled quantitative measurement of respondents” perceptions and
experiences.

3.8 Validity of the Instrument

Validity refers to the extent to which an instrument measures what it is intended to measure.
To ensure content validity, the draft questionnaire was reviewed by experts in banking and
finance and research methodology. Their suggestions were incorporated to improve clarity,
relevance, and comprehensiveness of the items.

The instrument was also aligned with the study objectives and research questions to ensure
construct validity.

3.9 Reliability of the Instrument

Reliability refers to the consistency of an instrument in measuring variables.

A pilot test was conducted using 20 cooperative bank members outside the main study area.
The responses were analyzed using Cronbach’s Alpha to determine internal consistency.

A reliability coefficient of 0.78 was obtained, indicating that the instrument was reliable and
suitable for the study, as values above 0.70 are generally considered acceptable in social
science research.

3.10 Method of Data Collection

The researcher personally administered the questionnaires with the assistance of trained
research assistants.

Respondents were given adequate time to complete the questionnaires, and explanations
were provided where necessary to ensure accurate responses. Out of the 286 questionnaires
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distributed, all were returned and deemed usable for analysis, representing a 100% response
rate.

3.11 Method of Data Analysis
Data collected were coded and analyzed using statistical software. Both descriptive and
inferential statistics were employed.

3.11.1 Descriptive Statistics
Descriptive statistics such as:
e Frequency distributions
e DPercentages
e Means
e Standard deviations
were used to summarize respondents’” characteristics and responses.

3.11.2 Inferential Statistics
To test the hypotheses, the study employed:
e Chi-square (x?) test to examine relationships between cooperative banking
participation and access to financial services.
e Simple regression analysis to determine the effect of financial inclusion indicators
on poverty reduction outcomes.
The level of significance was set at 0.05 (5%).
Decision Rule:
o If p-value < 0.05, reject the null hypothesis (Ho).
o If p-value > 0.05, fail to reject the null hypothesis.

3.12 Ethical Considerations
The study adhered to ethical research standards, including;:
¢ Obtaining informed consent from respondents
e Ensuring confidentiality of information
¢ Guaranteeing anonymity
Using data strictly for academic purposes
Respondents were assured that participation was voluntary and that they could withdraw at
any stage without penalty.

3.13 Summary of Methodology

This section outlined the research methodology adopted in investigating the role of
cooperative banks in promoting financial inclusion and reducing poverty in underserved
communities in Enugu State, Nigeria.

A descriptive survey design was used, with a census of 286 cooperative bank members. Data
were collected using structured questionnaires and analyzed using descriptive and
inferential statistical techniques. The methodology provides a reliable foundation for
presenting and interpreting the study’s findings in the next section.
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DATA PRESENTATION, ANALYSIS, AND INTERPRETATION

4.1 Introduction

This section presents the analysis and interpretation of data collected from 286 members of
cooperative banks in underserved communities in Enugu State, Nigeria. The analysis is
organized according to the study objectives, research questions, and hypotheses. Both
descriptive and inferential statistical tools were employed to examine the relationship

between financial inclusion and poverty reduction, with emphasis on the role of cooperative
banks.

All 286 questionnaires distributed were returned and found usable, representing a 100%
response rate.

4.2 Presentation of Respondents’ Demographic Characteristics

4.2.1 Gender Distribution

The data revealed that both male and female respondents participated in the study. Female
respondents constituted a slightly higher proportion of cooperative bank membership,
reflecting the active involvement of women in informal and small-scale economic activities
in rural communities.

4.2.2 Age Distribution

The majority of respondents were within the economically active age group (21-50 years),
indicating that cooperative banks primarily serve working-age individuals engaged in
income-generating activities.

4.2.3 Educational Qualification

Most respondents possessed at least primary or secondary education. This suggests
moderate literacy levels among members, which is essential for understanding financial
products and participating effectively in cooperative activities.

4.2.4 Occupation

Respondents were mainly small-scale traders, farmers, artisans, and self-employed
individuals. This confirms that cooperative banks target low-income earners operating in the
informal sector.

4.3 Analysis Based on Research Objectives
Objective 1: To assess the extent to which cooperative banks enhance access to financial
services among low-income earners
Findings show that 59.3% of respondents reported improved access to financial services
after joining cooperative banks.
Specifically:

e A ssignificant proportion indicated easier access to credit facilities.

e Many respondents confirmed increased savings opportunities.

e Members reported reduced dependence on informal money lenders.
The result suggests that cooperative banks effectively expand financial access to
underserved populations, aligning with the financial inclusion mandate of the Central Bank
of Nigeria.
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Objective 2: To determine the contribution of cooperative banks to income generation
and poverty reduction

The analysis revealed that a majority of respondents experienced income improvement after
accessing cooperative bank services.

Key findings include:
e Increased business capital through accessible loans.
e Improved capacity to invest in agriculture and petty trading.
e Enhanced ability to meet household expenses.

Furthermore, 73.3% of respondents identified financial literacy programs as highly
important in improving economic empowerment.

These findings align with the Capability Approach developed by Amartya Sen, which
emphasizes expanding individuals’” economic capabilities as a pathway to poverty
reduction.

The results demonstrate that cooperative banks contribute significantly to poverty reduction
by facilitating productive investment and strengthening members’ financial management
skills.

Objective 3: To identify challenges facing cooperative banks in promoting financial
inclusion
Despite positive impacts, respondents highlighted several constraints:

e Limited financial resources (34.9%)

e Lack of awareness of available services (31.4%)

e Inadequate technological infrastructure

¢ Delays in loan processing

Limited capital restricts the volume of loans that cooperative banks can extend, while low
awareness reduces membership growth and service utilization.

These challenges limit the full realization of cooperative banks’ potential in advancing
financial inclusion.

4.4 Hypotheses Testing
Two null hypotheses were formulated and tested at a 0.05 level of significance.

Hypothesis One
Ho,: Cooperative banks do not significantly improve access to financial services among low-
income earners.

Using Chi-square (x?) analysis to examine the relationship between cooperative bank

membership and improved access to financial services, the results indicated a statistically
significant association (p < 0.05).
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Decision: Since p-value < 0.05, the null hypothesis (Ho,) is rejected.
Interpretation: Cooperative banks significantly improve access to financial services among
low-income earners in underserved communities.

Hypothesis Two
Ho,: Cooperative banks have no significant effect on poverty reduction in underserved
communities.

Regression analysis showed a positive and statistically significant relationship between
financial inclusion indicators (credit access, savings mobilization, financial literacy) and
poverty reduction outcomes (income improvement and business expansion).

The coefficient of determination (R?) indicated that a substantial proportion of variations in
income improvement could be explained by cooperative banking services.

Decision: Since p-value < 0.05, the null hypothesis (Ho,) is rejected.
Interpretation: Cooperative banks have a significant positive effect on poverty reduction in
underserved communities.

4.5 Discussion of Findings

The findings confirm that cooperative banks play a vital role in promoting financial
inclusion and poverty reduction in Enugu State.

First, improved access to credit and savings facilities supports the Financial Intermediation
Theory proposed by Douglas W. Diamond, which posits that financial institutions mobilize
savings and allocate resources efficiently to productive investments.

Second, the importance of financial literacy programs highlights the relevance of capability
expansion in poverty alleviation. Members who participated in financial education
programs were better equipped to manage loans, expand businesses, and increase income.
Third, the identified challenges—particularly limited financial resources and low
awareness—indicate structural weaknesses that need to be addressed to enhance impact.
Overall, the results demonstrate that cooperative banks serve as effective grassroots
financial intermediaries that foster inclusive economic growth and measurable poverty
reduction.

4.6 Summary of Findings
The major findings of the study are summarized as follows:
1. 59.3% of respondents experienced improved access to financial services after joining
cooperative banks.
2. 73.3% identified financial literacy programs as highly important for economic
empowerment.
3. Cooperative banks significantly contribute to income generation and poverty
reduction.
4. Limited financial resources (34.9%) and lack of awareness (31.4%) are major
constraints.
5. Statistical analysis confirmed significant relationships between cooperative banking
services and poverty reduction outcomes.
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The findings provide empirical evidence that cooperative banks are effective instruments for
promoting financial inclusion and reducing poverty among underserved populations in
Nigeria.

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This section presents the summary of findings, conclusion drawn from the study,
recommendations for policy and practice, contributions to knowledge, limitations of the
study, and suggestions for further research. The study examined the relationship between
financial inclusion and poverty reduction in Nigeria, with particular emphasis on the role of
cooperative banks in underserved communities in Enugu State.

5.2 Summary of the Study

The study was undertaken to investigate how cooperative banks promote financial inclusion
and contribute to poverty reduction among low-income earners. The specific objectives were
to:

1. Assess the extent to which cooperative banks enhance access to financial services.
Determine the contribution of cooperative banks to income generation and poverty
reduction.

3. Identify challenges facing cooperative banks in promoting financial inclusion.

4. Recommend strategies to strengthen cooperative banking effectiveness.

A descriptive survey research design was adopted. The population of the study consisted of
286 cooperative bank members in underserved communities in Enugu State. A census
approach was used, and data were collected using structured questionnaires. Both
descriptive and inferential statistical tools were employed in the analysis.

The study was anchored on Financial Intermediation Theory and the Capability Approach
Theory developed by Amartya Sen, which emphasize the role of financial institutions in
resource allocation and the expansion of economic capabilities for poverty reduction.

5.3 Summary of Findings
The major findings of the study are as follows:
1. Improved Access to Financial Services:
59.3% of respondents reported improved access to financial services after joining
cooperative banks. This indicates that cooperative banks significantly enhance
financial inclusion among low-income earners.
2. Contribution to Income Generation and Poverty Reduction:
A majority of respondents experienced income improvement and business expansion
due to access to credit and savings services. Cooperative banks contribute to
productive investment and improved living standards.
3. Importance of Financial Literacy:
73.3% of respondents identified financial literacy programs as highly important in
promoting economic empowerment. This shows that knowledge and financial skills
are essential components of poverty reduction.
4. Challenges Facing Cooperative Banks:
Limited financial resources (34.9%) and lack of awareness of available services
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(31.4%) were identified as major constraints. Other challenges include inadequate
technological infrastructure and operational inefficiencies.

5. Hypotheses Testing Results:
Statistical analysis revealed significant relationships between cooperative banking
services and financial inclusion outcomes. The null hypotheses were rejected,
confirming that cooperative banks significantly improve access to financial services
and contribute to poverty reduction.

5.4 Conclusion

Based on the findings, the study concludes that cooperative banks play a significant and
measurable role in promoting financial inclusion and reducing poverty in underserved
communities in Nigeria.

By mobilizing savings and providing accessible credit, cooperative banks function as
effective grassroots financial intermediaries, consistent with the Financial Intermediation
Theory proposed by Douglas W. Diamond.

Furthermore, through financial literacy initiatives and empowerment programs, cooperative
banks expand individuals” economic capabilities, aligning with the Capability Approach
framework.

Despite these positive contributions, structural challenges such as limited capital base, low
technological adoption, and inadequate public awareness limit their outreach and impact.
Strengthening cooperative banking structures could significantly accelerate poverty
reduction efforts in Nigeria.

5.5 Recommendations
Based on the findings of the paper, the following recommendations are proposed:

5.5.1 Strengthening Capital Base

Government agencies and regulatory authorities, including the Central Bank of Nigeria,
should provide financial support, grants, or low-interest refinancing facilities to cooperative
banks to expand their lending capacity.

5.5.2 Expansion of Financial Literacy Programs
Cooperative banks should intensify financial education programs to enhance members’
financial management skills, loan utilization efficiency, and savings culture.

5.5.3 Technological Adoption

Cooperative banks should adopt digital banking platforms and mobile payment systems to
improve service delivery, reduce transaction costs, and expand outreach to remote
communities.

5.5.4 Public Awareness Campaigns

Awareness campaigns should be conducted to educate underserved populations about the
services and benefits of cooperative banking. Community leaders and local organizations
can support outreach initiatives.
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5.5.5 Strengthened Regulatory Framework
Regulatory oversight should be enhanced to ensure transparency, accountability, and
sustainability of cooperative banking operations.

5.6 Contributions to Knowledge

This study contributes to the existing literature by providing empirical evidence at the
community level on the role of cooperative banks in financial inclusion and poverty
reduction in Nigeria.

Unlike previous macro-level studies, this research focuses specifically on grassroots
cooperative banking institutions and demonstrates their measurable impact on income
improvement and economic empowerment in Enugu State.

5.7 Limitations of the Study

The study was limited to cooperative bank members in selected underserved communities
in Enugu State. Therefore, findings may not be fully generalizable to other states in Nigeria.
Additionally, the study relied on self-reported data, which may be subject to response bias.

5.8 Suggestions for Further Research
Future research may:
1. Conduct comparative studies across multiple states in Nigeria.
2. Examine the impact of digital financial services in cooperative banking.
3. Explore gender-specific effects of cooperative banking on poverty reduction.
4. Utilize longitudinal data to assess long-term poverty reduction outcomes.

5.9 Final Remark

Financial inclusion remains a critical pathway to poverty reduction in Nigeria. Cooperative
banks, as community-based financial institutions, possess significant potential to bridge the
financial access gap among low-income and rural populations.ss
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