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Abstract: This paper examines the relationship between financial inclusion and poverty in Uganda
taking into account the effect of social intermediation and financial literacy. We employed a cross-
sectional study design in rural western Uganda among 310 clients of Microfinance. Households of
married people were more financially included and hence they were able to reduce their poverty
status, Social intermediation was positively linked to financial inclusion, a positive link between
financial literacy and financial inclusion was established. Education level and Financial Literacy does
not have a significant positive effect on Financial Inclusion and Education interacts with Social
Intermediation to positively influence the Financial Inclusion. Policies should emphasize the social
aspects in the society to derive financial inclusion and hence tackle poverty. The study contributes to
the existing research in the area of financial inclusion and enables future researchers to have a wide
research base. The theoretical contribution is that we were able to integrate the theory of human
capital in explaining financial inclusion from a developing country perspective.
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Introduction

In the context of inclusive development, financial inclusion is viewed as an important means to
mitigate poverty effects and inequality in line with social development goals (SDGs). According to
the (UN, 2007), over 2.7 billion people still leave below the poverty line globally. The impact of this is
most pronounced in the developing countries and they shield the greatest burden accounting for over
80% in the year 2009. The poor have become a center of attention and a point of focus by international
organizations around the world (Morduch and Haley, 2002). The international development goals such
as the Millennium Development Goals and currently the Social Development Goals (SDGs) are aimed
at tackling poverty for those living below one dollar per day. The developments are a result of the fact
that the international poverty line is estimated at US$ 1.90 up from about US$1.25 per person per day
(World Development Report, 2013). The world development report, (2013) paints a glaring picture
for the Sub-Saharan African region as more than half of the world’s poorest people in terms of the
poverty gap of about 15.9%. This is five times larger implying that Sub Saharan Africa does not only
host the world’s largest the number of poor people but also that the region’s poor people are on
average living much below the US $ 1.90 a day extreme poverty line as measured by the Human
Development Index (HDI). The multi-dimension perspective of poverty includes the assumption that
poverty does not only cause low incomes (Perry et al. 2006), it also deprives the poor of access to
other resources like education, health and credit. It can also result in vulnerability and powerlessness
as well as social exclusion (Rajesh, 2011). The above situation has generated interest in and dedication
to promoting financial inclusion as seen in the number of countries that committed themselves to the
Maya Declaration, the G-20 Financial Inclusion Action Plan as well as strategies and targets set by
individual governments (Financial Inclusion in Africa, 2013).
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The motivation of this study is premised on the fact that the developments in poverty have compelled
the international organizations like the World Bank and G-20 to formulate policies and strategies to
promote financial inclusion. As a result, over 50 countries have set formal targets and made ambitious
goals for achieving financial inclusion given its significant role in tackling poverty, (The Global
Findex Report, 2014). In Uganda, the Government has undertaken several policy initiatives to reduce
poverty levels. For instance, the financial inclusion program of Rural Financial Services Project
(RFSP) geared towards enhancing financial inclusion and empower the poor to raise their household
incomes (Finscope, 2009). Further on the supply side, the government established the Microfinance
Support Centre in 2001 to provide wholesale lending to the small microfinance providers. The aim
was to enhance access to affordable, sustainable, convenient financial and business development
services to active and productive poor Ugandans through Savings and Credit Cooperatives (SACCOs),
Credit Unions and Microfinance Institutions (MFIs). Further, the government in partnership with the
Central Bank of Uganda (BOU) rolled out a financial literacy strategy (BOU, 2012). The overall
strategic objective of the financial literacy strategy was to increase access to financial services and
empowers users of financial services to make rational decisions in personal finances to contribute to
economic growth. The observations from the above interventions and their impact on poverty are not
only mixed but also indicative of the challenges of poverty which stands at 15 million out of a
population of 37 million (Poverty Status Report, 2014). The report showed that the proportion of the
households living below the income poverty line remain poor in other dimensions especially access to
other financial services. More troubling is the fact that policies derived from the global networks may
not reflect the circumstance prevailing in a particular country and there are inadequate adjustments to
suit such circumstances. Hence, at the end of the evaluation of the policies, there is always a clear
indication of success but the poverty remains. Our research centers on whether the developing
countries’ strategies of financial inclusion are effective in poverty drive.

This paper examines the relationship between financial inclusion and poverty in Uganda, taking into
account the social intermediation and financial literacy aspects. The rest of the paper is structured as
follows, the literature review is in section two, followed by methodology in section three, the findings
and discussion are in section four.

Literature Review

Theoretical Framework. This study is based on Human Capital theory which underscores the link
between financial inclusion and poverty eradication. The theory’s emphasis is on the competences,
knowledge, social and personality attributes (Kolomiiets, 2017). It is argued that training raises the
productivity of the labour force by imparting useful knowledge and skills that are key attributes to
raising workers’ future income. Therefore in the absence of free training, access to credit is the only
avenue to invest in human capital via schooling (Krasnigi and Topxhiu, 2016) with the eventual effect
of finding better-paying jobs. Reliable access to credit enhances firm performance and enables poor
people to pool themselves out of poverty by investing in their human capital and microenterprises thus
reducing aggregate poverty (Selvarajan et al., 2007; Hsu et al., 2007; Lumpkin and Dess, 2005;
Marimuthu, Arokiasamy and Ismail, 2009). The theory posits that individuals and communities derive
economic benefit from investing in people, (Lee, 2010; Zhang and Zhuang, 2011; Haneshek and
Woessmann, 2012). Scholars distinguish various avenues of education/training. They avenues range
from the formalized education according to (Islam et al., 2016), “informal education, on-the-job
training and apprenticeships”, (Mincer, 1974), “and the specialized vocational education.” It assumed
that education increases or improves the economic capabilities of people that positively impact on
poverty through health, nutrition and the overall quality of life (Arabi and Abdalla, 2013). This makes
the theory applicable in financial inclusion particularly the financial literacy constructs and measuring
poverty eradication.

The strength of this theory is in its ability to discern education and training as input and the economic
and social benefits as outputs. Therefore increased amounts of schooling are associated with higher
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individual wages. At the micro-level, this theory postulates that individuals invest in their education,
thereby forgoing current consumption and the opportunity cost of learner’s time against the benefits
that accrue in terms of future better wages, Psacharopoulos and Patrinos (2004). The theory answers
the issue of optimality and quality of the individual/social investments in education and the costs/
benefits for individual investments. That notwithstanding, the constraint of this theory, is the
opaqueness of how this process through which education and training are translated into higher wages.
Extant studies underscore the impact of earned skills on the distribution of income and that the income
distribution becomes more dispersed in the reflection of growing rewards to individual skills
(Hanushek and Wobmann, 2007). Viewed from hypostasis lens, human education is associated with
preservation of wealth or cultural capital, (Bourdieu 2007). It is argued that human capital conflates
non-tangible and tangible wealth, in this sense which rhymes with Psacharopoulos (2004)’s conclusion
that more training/schooling is associated with higher individual earnings.

Conceptualizing Poverty. There has been a shift in the poverty paradigm with most scholars
particularly examining poverty in third world countries. For instance, according to Harper et al (1990)
“the widely accepted explanation to causes is best expressed as blame the poor, blame the third
world governments, blame the dependence on nature/climate and blame exploitation by the global
governance systems.” The factors that emerge show similarities with the works of Feagin (1972).
They reported a significant relationship between the blame the poor and blame the third world
governments. With clarity on the causes, the question is what interventions are ideal to tackle
poverty for the development of a country (Essegbey, 2011). The reduction of inequalities within the
society is, therefore, best tackled by focusing on the individuals. Therefore tackling the prevailing
impediments such as difficult to save, engagement in economic activities and the inclusion in the
financial systems to enable the poor invest are viable intervention to pursue, (Khavul, 2012). The
main intervention to poverty reduction from a global perspective is to promote financial services to
the poor as is estimated that the majority of people who have no access to financial services, will
have access to electronic payment instruments, (Pickens, 2014). That notwithstanding, the poor
people are not using financial services in Uganda due to not having a governmental identification,
limited access to banking services (BIS, 2014), not being able to understand financial services,
(Lusardi and Mitchell, 2013).

Financial Inclusion. The concept of financial inclusion has gained extended global interest as an
intervention for managing poverty. For decades this has been associated with the Grameen model
designed as a poverty reduction strategy (Yunus, 2007). The model’s emphasis is to provide financial
services to the productive poor and to help them to get out of the poverty trap through hard work.
Scholars describe financial inclusion as a process of availing the required financial services at an
affordable price, to the productive members of the community, at the right time, right place and in the
right form (Lindsay and Gillespie, 2009; Goland, Bays, and Chaia, 2010). It is further conceptualized
as a financial system where every member of society has access to appropriate financial products and
services for effective and efficient management of their resources. The aim is to avail the needed
financial resources and financial leverage to take up business opportunities that lead to an increase in
income for the poor, (Chima, 2011). Several scholars (Bihari, 2011; Rangarajan Committee, 2008;
Sentamu, 2009) view financial inclusion as a process that aims at providing timely delivery of various
financial services at an affordable price to the financially excluded households and
microentrepreneurs, which according to Sentamu.

The quest for financial inclusion has also included looking at other factors such as social
intermediation and financial literacy. These are assumed to be vital ingredients for borrower behaviour
and reducing the fragility of loan losses (Leora, 2011). For instance, on one hand, education provides a
means through which the people acquire knowledge, values and skills to manage their investments,
savings, debts and other assets they possess (Jacob et al., 2000; Jacob, Hudson & Bush, 2000; Lusard
& Mitchell, 2006). Indeed Chibba, (2009) is categorical on financial literacy and argues that financial
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education is a significant solution in tackling poverty. On the other hand, social intermediation has
been associated increasing human capability of low-income earners, reducing processing costs of
microfinance services and reducing the financial risk associated with providing credit to the poor
(Mecha, 2017).

Recent developments in financial inclusion point to the different means of achieving financial
inclusion and the different distinctive circumstance to define it, (Deb, 2012). Financial inclusion must
cover three issues of access, usage and quality according to the Maya Declaration, (AFI Global 2014).
The declaration provides the ground for the expansion of financial inclusion and establishes a
measurable set of commitments while keeping the local influence of solutions. The same measure is
however not necessarily used in all regions and hence solutions may differ from country to country.
The theoretical implications of financial inclusion are widely discussed in the literature to include an
inclusive financial system that enhances efficient allocation of productive resources and associated
benefit of potentially reducing the cost of capital, Kempson, Atkinson, and Pilley, 2004) These
financial products have proven to be great tools that mitigate the effects of low, irregular and
unreliable incomes which keep many people below the poverty line.

Financial Literacy. Financial literacy remains a topical issue in countries ‘economies that has elicited
much interest in the recent past with the rapidly changing financial landscape (Wachira and Kihiu,
2012). Noting the contribution of scholars such as Noctor, Stoney, and Straddling, (1992:4) financial
literacy builds the ability (knowledge, skills, attitudes and behaviours of people) to make informed
judgment and decisions regarding the use of and management of finances (GFEP, 2009). The (OECD,
2008) perceives it as a wide concept that takes into consideration a deeper understanding of economics
and how household’s decisions are affected by economic conditions and circumstances. In a nutshell
financial literacy looks at a simple understanding of how money works; that is an individual’s ability
to acquire essential knowledge, skills, and confidence to make decisions with an awareness of the
possible financial consequences.

According to Beck et al, (2007), the individuals’ familiarity with financial products enhances the
demand for them as households with high financial literacy and greater financial sophistication
regularly participate in financial markets to invest more efficiently Calvert et, al. (2005). Indeed the
works of Cole et al. (2009) reveal that higher financial literacy is significantly associated with greater
use of bank services underscoring the fact that financial literacy greatly impacts financial inclusion.
This collaborates the findings of Hilgert et al. (2003) that individuals with lower levels of financial
literacy are less interested in financial matters hence accept financially exclusion. This, therefore,
proves that there is a profound relationship between financial literacy and financial inclusion.

Financial Inclusion and Poverty Reduction. The lack of access to financial services at an affordable
cost creates persistent poverty traps and income inequality, (Beck et al 2007; World Bank, 2008).
Financial inclusion is considered to be one of the interventions for poverty reduction. Indeed Rajesh,
(2011) notes that GDP growth in itself is not a sufficient strategy to deep-rooted poverty problems.
The advanced argument is that inclusive growth can be a solution to poverty eradication since it’s a
necessity for sustainable development. Chibba, (2009) adds that financial inclusion is a public
relations strategy that offers an incremental and contemporary solution to deal with poverty. Abdin,
(2016) found a significant and theoretically meaningful relationship between financial development
and poverty reduction. This has been empirically established by Cyn-Young Park and Mercado,
(2015) in 37 selected developing Asian economies when they conclude that financial inclusion
significantly reduces poverty and lowers income inequality. Their work further suggests that stronger
rule of law, enforcement of financial contracts and financial regulatory oversight, will broaden
financial inclusion, thereby contributing to poverty reduction and lower-income inequality, Vasudha
(2014). Therefore it is quite logical that financial inclusion helps in building a well-informed resilient,
self-sustaining, self-employed and entrepreneurial community. This will increase the level of
employment, thus leading to the eradication of poverty.
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Method

This study and analysis are based on a survey of clients of a microfinance institution in western
Uganda. The study was cross-sectional in nature and primary data was collected at one point of time
since the study did not necessitate any regard for time differences for data collection. Out of a
population size of 6,260 clients of Rural-Urban Savings Association Ltd (RUSCA), a sample size of
310 was determined according to Krejcie and Morgan (1970). The simple random sampling method
was used to select the respondents from the population as applied by Starnes et.al. (2008) because of
the ease to get key informants for this particular study. The source of data was primary and was
obtained through the use of a self-administered questionnaire. The questionnaire was designed into
two main parts. The first part consisted of questions relating to the demographic characteristics of the
respondent. These included; gender, age, marital status, education background. The second part
consisted of statements intending to provide correct answers relating to the constructs of the variables
under study. These were anchored on a five-point Likert-type scale ranging from 5(strongly agree) to
1(strongly disagree) Vagias, Wade. (2006).

We further tested for the validity of the instrument was measured through seeking views from experts
both academicians and practitioners in the area of finance and accounting who assisted on the
relevance of the scales in the instrument. The reliability of the tools was enhanced through pre-testing
of pilot samples in a simulated environment from the field which enabled the re-phrasing of some
questions if they did not pass the test. Also, the reliability of the items was done with the application
of the Cronbach Coefficient Alpha for the computation to check for the internal consistency of the
items. Since all the variables had Cronbach alpha values greater than 0.7 it meant that the items had a
relatively high internal consistency.

We used correlation for the associations and hierarchical regression models too because of the
hierarchical data structure, Raudenbush and Bryk (2002). We hence opt for multilevel modelling to
facilitate inferences from the data as recommended by Afshartous, and de Leeuw, (2005). The
estimated model used in the study involved working with the independent variables; X; =social
intermediation and X, =financial literacy. The financial inclusion function model was estimated using
one functional form of a linear equation to be stated as;

Y= do +b1 X, + b2 X, + b3X3 ...... + by X, + U

The estimated model is specified as:

Y= do +b1 X, + b2 X, + b3X3 ...... + b Xn+ Ui, Eq}’l (l)
Where

a, = Constant

Xi....X, = Explanatory variables

B; = Parameters to be estimated (i=1, 2,3,-----n)

U; = Error term or disturbance term

Y = Dependent variable (financial inclusion)

X; = Social Intermediation

X, = Financial literacy

Xs= Gender

X4 =Age

X5 = Education level

Xs = Number of years with served by the MFI in question
X; = Marital status

The Ordinary Least Squares (OLS) were used to derive estimates of the parameters of explanatory
variables in the equations. The best-fit equation was selected based on the value of R?, t — test and F —
test of the overall equation.

Therefore Equation 1:
Y= Bo+ B;X;+ BoXy+ ...+ U becomes: Y=-1.002+ 0.248X;+ 0.221X,
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Descriptive statistics

To present sample characteristics, frequency tabulations were used to indicate variations of
respondents based on gender, age, marital status, level of education and number of years being served
by RUSCA. The sample characteristics were presented basing on responses in Table 1.

Table 1: Descriptive Characteristics

Total N = 218,
Count Valid Percent Cumulative Percent
Gender Male 108 49,5 49.5
Female 110 50.5 100.0
Count Valid Percent Cumulative Percent
Age Group  Less than 30 yrs 139 63.8 63.8
30 -39 yrs 46 21.1 84.9
40 - 49 yrs 24 11.0 95.9
50 yrs and Above 9 4.1 100.0
Count Valid Percent Cumulative Percent
Marital Married 110 50.5 50.5
Status Single 92 42.2 92.7
Widow 14 6.4 99.1
Widower 2 9 100.0
Count Valid Percent Cumulative Percent
Highest Below Diploma 172 78.9 78.9
level of Diploma 28 12.8 91.7
education  Bachelor’s Degrees 18 8.3 100.0

Source: Primary data

It was noted that the majority of the respondents were female, though their representation was not
greater than that of the males by even 5%. On a related note, these individuals were mainly below 39
years as indicated by a cumulative distribution percentage of 84.9% for the age brackets below 39
years. Further, the marital status showed that most of the respondents were married (50.5%), with the
majority in the sample showing that they were holders of qualifications that were below Diploma
(78.9%). These results show a great diversity in the profiles of the respondents and thus it was quite
unlikely that there would be any bias resulting from the gender, age group or marital status
distributions.

Data Analysis

The analysis was based on the works of Venkatesh, Brown, and Bala (2013). We examined the
relationships by comparing the mean of the dependent variable between two or more groups within the
independent variable. In addition to the first stage of the descriptive analysis to understand how the
data distribution, the second stage involved performing two ANOVAs of gender and education against
the variables. The Analysis of Variance results was presented as shown in tables 2 and 3 below to
examine the degree to which the subgroups differ with the variables in the study.

Table 2: ANOVA results for the Gender by Variable

Total N =218 N Mean SD Std. Error F Sig.
Social Male 108 3.32 1.04 .10
Intermediation Female 110 3.23 1.04 .10 401 527
Financial Literacy Male 108 3.22 94 .09

Female 110 3.00 .88 .08 3.192 075
Financial Inclusion ~ Male 108 3.06 1.08 .10

Female 110 2.98 .88 .08 .307 .580

Source: Primary data
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Results in table 2 above show that the Gender groups in the study do not significantly differ in all the
study variables in the study as indicated from the levels of significance. However, It was observed that
for all the study variables, the means had a slightly higher mean that than of the females though these
means were not significantly different (sig. >.05).

For the ANOVA on education levels, we note that there were comparisons at three levels as shown in
table 3 below, it was noted that the levels of education do not differ significantly on the study
variables for all the study variables (sig. >.05). However, it was clear that Diploma holder’s subgroup
had the greatest mean on both the financial literacy and the financial inclusion. This was different
from what the expectations would be in a scenario where the Bachelor’s Degree holders are expected
to have the greatest mean on these study constructs.

Table 3: ANOVA Results For the highest level of education by variable

Std.
Total N = 218 N Mean SD Error F Sig.
Social Below Diploma 172 3.33 1.01 0.08 2.657  0.07
Intermediation Diploma 28 3.28 110 0.21
Bachelor’s Degrees 18 2.74 1.09 0.26
Financial Literacy =~ Below Diploma 172 3.08 0.94 0.07
Diploma 28 3.37 0.87 0.17 1431 0.241
Bachelor’s Degrees 18 2.98 0.60 0.14
Financial Inclusion  Below Diploma 172 2.99 0.96 0.07
Diploma 28 3.36 110 0.21 2318 0.101
Bachelor’s Degrees 18 2.78 0.90 0.21

Source: Primary source

Zero Order Correlations Model

The correlation is one of the most common and most useful statistics. A correlation is a single number
that describes the degree of relationship between two variables. The results are presented in Table 4
below:

Table 4: Correlation results

1 2 3
Social Intermediation 1 1.000
Financial Literacy 2 .302** 1.000
Financial Inclusion 3 376** .304** 1.000

** Correlation is significant at the 0.01 level (2-tailed).

Source: Primary data

The results in table 4 above showed that there is a significant and positive relationship between social
intermediation and financial literacy (r = 302**, p<.01). On a related note, the social intermediation
was noted to be significantly and positively related to financial inclusion (r = .376**, p<.01). The
results show that financial literacy has a slightly weaker effect on social intermediation.

Hierarchical Regression

Regressions tests are carried out to establish the predictor variable on the dependent variable. We
entered cumulatively pre-specified order dictated by the purpose and logic of this study on financial
inclusion and the normally require the determination of R — squared and partial regression coefficients
of each of our set of variables at the stage the variables add to multiple regression. In line with
Tabachnick and Fidell (2007), we entered the background demographics, social intermediation and
financial intermediation in the regression in stage one, stage two and stage three respectively.
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The hierarchical multiple linear regression was carried out using blocks of SPSS by entering the stage
on background characteristics variables in block 1, stage 2 variable in block 2 and stage 3 variables in
stage 3. The magnitude of the Background characteristics, Social Intermediation and Financial
Intermediation is shown in the Hierarchical regression model below.

Table 5: Hierarchical Regression

Model 1 Model 2 Model 3

Coef. T Coef. t Coef. t
(Constant) 3.565 10.345 *** 2124 5314  *** 1593 3.849  Fx*
Gender .051 .382 No .020 164 No .027 225 No
Age Group 034 401 No .006 .079 No .018 230 No
Marital Status .248 2.394  ** .169 1.741 No 202 2133  **
Educational level .025 439 No .072 1.347 No .073 1.402 No
Benefit .043 .687 No .106 1.800 No 124 2163  **
Social Intermediation 372 5.994  *** 304 4,824  ***
Financial Literacy .260 3.702  ***
Dependent Variable: Financial Inclusion
R 75 414 472
R Square .031 172 222
Adjusted R Square .008 .148 196
Std. The error of the
Estimate 977 .906 .880
R Square Change .031 141 .051
F Statistic 1.338 35.930 13.707
Sig. .250 .000 .000
Average Tolerance 911 .900 .880
Average VIF 1.102 1.115 1.140

*** n<.001, **p<.05, ""No"" for No Significance
Source: Primary data

Table 5 above presents the results of the hierarchical regression. The models were selected based on
the variables of the study and using the models helps to understand the dynamics of the independent
variables that impact financial inclusion and hence poverty reduction. In particular, the first model |
captures the background characteristics notably the gender, age group, marital status, educational level
and benefit among others. The model is statistically non-significant (p > .05) except for marital status
that is a significant predictor of financial inclusion (sig. <.05). However, it was noted that the VIF
values were acceptable as they were above 5.00. These results show that the multicollinearity was not
a problem at all in this study.

Considering the next model 11, the results show that when we introduced social intermediation, the
model is statistically significant and the social intermediation is a statistically significant predictor
(sig. <.01). In this case, the adjusted R Square rises to .148 up from .008 in the first model. This shows
that the background characteristics combined with social intermediation can account for 14.8% of the
variance in financial inclusion.

In the third and final model 3, the addition of the financial literacy improves on the model and the
predictive power is 19.6% (Adjusted R Square = .196) at a level of 99% confidence interval level.
However, the social intermediation has a slightly greater significant positive effect on the financial
inclusion (Beta = .304**, p<.01) than the financial literacy (Beta = .206**, p<.01).
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Table 6: Interaction between demographic characteristics against social intermediation and financial
literacy.

Model 1 Model 2 Model 3 Model 4

(Constant) 3.564** 2.269** 1.753** 1.640**

Gender .056 .036 011 .045

Age Group .058 .054 .086 .032

Marital Status .235* 142 172 197*

Social Intermediation .340** 272%* .039

Financial Literacy 246** 492**

Interaction Terms

Education*Financial Literacy 146

Education*Social Intermediation .186*

Benefits*Financial Literacy .025

Benefits*Social Intermediation .000

Dependent Variable: Financial Inclusion

R .166 .390 445 478

R Square .028 152 198 228

Adjusted R Square 014 136 179 195

Std. Error of the Estimate 974 912 .889 .880

R Square Change .028 125 .046 .030

F Statistic 2.018 31.280 12.177 2.048

Sig. 112 .000 .001 .089
Average Tolerance .986 974 929 N/A
Average VIF 1.014 1.027 1.079 N/A

*** p<.001, **p<.05, ""No" for No Significance
Source: Primary data

The results in the table 6 above shoed that there in the first model (Model 1) when we include the
background characteristics which include the Gender, Age Group and Marital Status, the model is
statistically non-significant (p > .05) even though the marital status is a significant predictor of
Financial Inclusion (B = sig. <.05). It was noted that the Average VIF values were acceptable as they
were below 1.50 for all models. These results show that the multi-co linearity was not a problem at all
in this study. Also, the results show that in Model 2 when we include the Social Intermediation, the
model is statistically significant and the Social Intermediation is a statistically significant predictor of
the Financial Inclusion (sig. <.01). In this case, the R Square rises from 2.8% to 15.2% in the first
model. In the third and last model (Model 3), Inclusion of the Financial Literacy improves on the
model and the variance explained this time is 19.8% (R Square = .196) at a level of 99% confidence
interval level. The Social Intermediation has a slightly greater significant positive effect on the
Financial Inclusion (B = .272**, p<.01) than the Financial Literacy (B = .246**, p<.01).

When we include the interaction term, we can note that the Interaction of Education level and the
Financial Literacy does not have a significant positive effect on the Financial Inclusion (B = .146, p>
.05). However, the interaction between Education and Social Intermediation to positively influence the
Financial Inclusion (B = .186*, p<.05). That means even with the presence of the Social
Intermediation present, we need relevant educational training for the individuals if we are to realize
the desired levels of financial literacy.

Conclusion and Policy Implications

The paper uses cross-sectional data of 218 respondents to estimate the features of financial inclusion
and therefore poverty. Several analyses were used to manage the data including zero correlation and
multiple linear regression. Consistent with the model specifications, the empirical results provide
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evidence that demographic characteristics like marital status positively impact financial inclusion and
therefore the poverty levels of the surveyed households. The finding indicates that household that is
married are more likely to be financially included and their poverty status is likely to reduce as
financial providers will be more than willing to deal with married households that than single
households to the riskiness of such households. However, the study findings show limited linkage with
the other demographics such as age, education, and gender.

Further, the results indicate that social intermediation is significantly linked to financial inclusion.
This in line with the works of Kistruck (2013) who asserts that structuring decisions made by
intermediaries seeking to alleviate poverty by connecting base- of- the- pyramid markets with more
developed markets.

The positive significant link between financial literacy and financial inclusion implies that the more
the poor are exposed to financial literacy their familiarity with financial products will enhance
financial inclusion and there less poverty. This is line with (Beck et al, 2007 Calvert et, al. (2005 and
Cole et al. (2009) whose works revealed significant association with greater use of bank services
underscoring the fact that financial literacy greatly impacts financial inclusion.

The difference in the level of prediction of social intermediation and financial literacy is attributed to
the fact that social behaviours more than the knowledge of financial product influence the decision
process of the household to be financially included and therefore poverty reduction.

The key policy implications derived from the study findings are that rather than focus on financial
literacy, more policies emphasising the social aspects in the society will derive financial inclusion and
hence tackle poverty. Social cohesion is vital in financial inclusion decision by the poor in the society.
They hence rely on what their fellow members are doing rather listen to financial literacy campaigns.

The social cohesion is underscored by the marital status greatly influencing financial inclusion
behaviours. Therefore the key to African society is the family and marital status in a way corresponds
to stability and responsibility. Therefore measures to enhance marital status are crucial to the
advancement of financial inclusion. Here the religious communities should play a role in rooting for
marriages as a key to poverty reduction
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