P> INTERNATIONAL JOUR
‘.

SOCIAL SCIENCES BULLETIN
7@

ISSN: (E) 3007-191 ) 3007-1909

THE DYNAMICS OF RURAL URBAN FINANCIAL INCLUSION GAP: A

CASE STUDY OF DISTRICT SWAT
Afzal Khan', Umar Hayat ?>, Maazur Rahman’, Naveed Ali*

1°234Department of Economics and development Studies university of Swat

Corresponding Author: *

Volume 3, Issue 6, 2025

Umar Hayat
DOI: 10.5281/zenodo.15735668
Received Revised Accepted Published
04 May, 2025 04 June, 2025 17 June, 2025 25 June, 2025
ABSTRACT

Financial inclusion plays a vibrant role of encouraging economic development by maintaining easy
access to financial services for all sectors of the society. However, a significant disparity exists among
rural and urban areas, often delaying the inclusive growth. This study scrutinizes the dynamics of
ruralurban financial inclusion gap, in case of Swat district as a case study. The study observes the
key factors contributing to the disparities, including infrastructural limitations, socioeconomic
factors, and digital literacy.

The primary data was collected through surveys, interviews, and focus group discussions with
stakeholders, including households, local financial institutions, and policymakers. The study reveals
that urban areas in Swat exhibit higher levels of financial inclusion due to better access to banking
infrastructure, digital financial services, and awareness programs. Conversely, rural areas face
challenges such as limited access to financial institutions, cultural constraints, and inadequate
technological adoption.

The findings highlighted the need for targeted policy interventions, such as escalating banking
networks, improving financial literacy programs, and promoting inclusive financial technologies to
bridge the ruralurban gap. This study contributes to the broad dissertation on the financial
inclusion by providing thoughtful understandings for policymakers and financial institutions
motivation to create a more reasonable financial environment by developing the regions.
Keywords: Financial Inclusion, Income, rural urban Gap.

INTRODUCTION

Financial inclusion, ensures the availability and
easy access of the individuals and business to the
financial product and services, which is the
fundamental ~ component of  economic
development. Financial inclusion covers the basic
access to banking Services, i.e., credits, savings,
and insurance services, these are the essential
components for individuals and business to
manage their finances effectively.  Future
financial investment, focus to improve their
overall quality of life and enhance the availability
of financial inclusion. Financial inclusion shows
a vibrant role in the poverty eradication,
encourage economic growth, and promoting the
social equity. However, by achieving the
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comprehensive financial inclusion access, the
objective remains a significant challenge,
particularly in developing regions where
disparities among urban and rural areas are
obvious.

Financial inclusion has emerged as a serious
booster of economic development, enabling
businesses and individuals to access essential
financial services, that promote growth, reduce
poverty, and improve overall well-being.
However, disparities in access to financial
resources among the rural and urban populations
continue to pose significant challenges,
particularly in the emerging regions. This thesis
examines The Dynamics of Rural Urban Financial
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Inclusion Gap, focusing on the District Swat of

Pakistan as a case study.
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Graph 1.1: Urban Population Share from 1981 to 2017

Source of Graph: Pakistan Censes 2017

The Khyber Pakhtunkhwa (KPK), province offers
a distinctive case study for analyzing the
disparities in financial inclusion between urban
and rural areas. KPK, has a varied population
mix, socioeconomic complications, and a diverse
geography, all of which have a big impact on the
region's financial environment. The Pakistan
Digital Census for 2023 estimates that there are
40.8 million people living in KPK, up 5.3 million
from 2017 at a growth rate of 2.3%. In 2017, 35.5
million people called the province home,
according to the government statistics. Census
data elaborates, just six million people in KP live
in urban areas, and over 34 million people live in
rural regions. The population of the provincial
capital of KPK, Peshawar, grew by 426,803, rising
from 4.3 million in 2017 to 4.7 million, with a
growth rate of 1.5 percent.

Currently, Pakistan is the sixth least banked
nation worldwide. Only ten percent of people
have bank accounts, meaning that over fifty
percent of people who are financially viable are
not included in either the formal or informal
financial sectors. Furthermore, the informal
sector supports 36% of individuals who are
already receiving services. In Pakistan, around
35% of the microfinance has reached the Peri-
urban and urban regions, despite the fact that
financial access in rural areas is still very limited.
Particularly poorly served are small-scale farmers,
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only 29% of them are completely excluded from
the market and the majority of them have limited
access to the formal financing.

The implication of this study is to generate
evidence for the policy interventions and the
socio-economic development strategies which are
designed according to identify the local problems
of swat. The Brief focus on identifying these
challenges which are faced by the rural
populations, when trying to access financial
services, as well as the solutions that can really
help more people to get involved within and
benefit from a financial system.

2. Objectives of the Research Study
The research study intends to emphasis on the
swat region to achieve the objectives as follow:
i.To identify and analyze the scope of the financial
Inclusion gap focusing on the rural and urban
areas of Swat district.
ii.To identify and measure the phenomenon that
up to what extent the financial inclusion impacts
the socio-economic development of rural and
urban communities of swat.

3. Research Questions

1. What are the main key factors contributing to
the financial inclusion gap among the rural urban
areas in District Swat?

2. How does the level of financial literacy differ
among the rural urban residents of District Swat?
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3. What role do socio-economic factors play in
shaping financial inclusion in the rural urban areas of
District Swat?

4. Hypothesis

The term to obtain the final result of the study,
the assumption has been made to signify the
effect of financial inclusion, on the socio-
economic development of the rural urban areas
of swat, and also to signify the disparities in the
FI amongst the rural urban areas of swat.
Hypothesis 1: There is a significant disparity in the
financial inclusion, amongst the rural urban areas of
Swat, with the urban regions having higher levels of
financial inclusion as compared to the rural areas.
Hypothesis 2: There is a significant effect of financial
inclusion, on the socio-economic development of the
rural and urban communities of swat.

Hypothesis 3: The socio-economic indicators like
Income, Income source, financial inclusion access,
education, and employment have substantial effect on
the financial inclusion of rural and wrban areas of
swat.

5. METHODS
TECHNIQUES

Research Design

The study applies mixed method approach, by
measuring quantitative and qualitative research
methods, was used to understand the rural-urban
financial inclusion gap in KPK. Structured
questionnaire is prepared and thoroughly filled
to attain the best possible numerical data by
involving quantitative component, while by

AND

conducting interviews and group discussions, to
gather the comprehensive understandings of the
qualitative element.

Study Area

Swat district is the core demographic playing field
where the research study was conducted in
various Tehsils, which represents both rural and
urban areas. There are almost 8 tehsils (Babozai,
Charbagh, Barikot, Kabal, Kwazakhela, Matta,
Bahrain and Kalam) in Swat district, which is
further divided into 65 Union Councils, where
56 rural and 9 Urban areas. Representation from
every tehsil was mandatory, for the authenticity
of the data. Selections of various tehsil was
ensured to achieve a diverse representation of the
swat  demographic  and
appearances.

socio-economic
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Population and Sampling

The target population of Swat includes residents,
from both rural and urban regions. The
Population size of the research will include the
respondents between 20-80 years of age. The
estimation of the sample size is based on the
population where the study is accomplished,
respondents of 386 in total is selected, where 308
from rural areas and 78 respondents from the
urban areas.

Stratified random sampling was collected and
used to confirm representation from both rural
and urban areas of swat District. Within each
tehsil, the respondents are selected randomly
from every tehsil of swat.

Data Collection Methods
i.Quantitative Data Collection
A detailed and structured questionnaire was
prepared and collected quantitative numerical
data on numerous facts about financial inclusion
comprising of FI access, usage, education,
income, barriers, and socio-economic impacts,
from various selected respondents.

ii.Qualitative Data Collection
Individual’s
arranged, and accompanied with community
leaders, to attain deeper understandings into the
financial inclusion gap.

interviews and discussion were

QUESTIONNAIRE DESIGN
The questionnaire for this study covered
numerous features of financial inclusion,

comprising to access financial services, adoption
of these services, barriers faced, and socio-
economic development factors.

DETERMINATION OF SAMPLE SIZE

To determine a suitable sample size for this
research requires a consideration of some factors,
which includes the population size, desired
confidence Interval, error margins and variability
of the population. To ensure reliable and valid
findings in my investigation about the financial
inclusion gap within the rural and urban areas of
Swat, it is essential to have a statistically
significant sample size.
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Factors to be Considered

i. Population Size:
Swat has an over 2.687 million populations
which are a mix of both rural dwellers and
urbanites. The rural areas have 86.17% while
cities have 13.83% per cent people according to
recent estimates.

ii. Confidence Level:
Social sciences generally use 95% confidence
level, which means I am confident to say most of
the proportionate sample reflects the population
with an accuracy of 95%.

iii. Margin of Error:
There is usually acceptable percentage error range
for social researches i.e. +5 % that balances
precision and feasibility.

iv.Variability (Standard Deviation):
Assuming maximum variability of (p=0.5)
ensures the largest possible sample size thus
providing a conservative estimate.

Sample Size Calculation

By using the formulas for estimating proportions:
_,2p0-p)

N=2"=5—

N = Population Sample Size

Z = Zvalue (1.96 for 95 % Confidence interval)
p = estimation of proportion (0.5 for max.
variability)

e = error margins (0.05)

Calculating the values:
_ (1.96)%:0.5-0.5

(0.5)%

N - (3.8416)( 0.25)
(0.0025)

N =384.16

So, a sample size of 385 individuals will be
required. The sample size is further divided into
rural and urban areas as per the population size
of the respondents in the area.

Adjusting for Population Proportions
Given the rural-urban divided, the sample would
be proportionately representing both areas:

Rural Areas: 80% of the sample

Rural Sample Size: 0.80%385=3080.80 \times
385 = 3080.80%385=308

https://theijssb.com

| Khan et al., 2025 |

Urban Areas: 20% of the sample
Urban Sample Size: 0.20x385=770.20 \times
385 = 770.20%385=77

Final Sample Size
Total Sample Size: 385 individuals
Rural: 308 individuals

Urban: 77 individuals

The derived sample size confirms a representative
distribution of respondents from both rural and
urban areas, allowing us for strong and reliable
investigation of the financial inclusion gap in
Swat.

Purpose of the Research Study

The purpose of this study is to discover the
dynamics of the financial inclusion gap among
the rural urban areas of Swat. To develop
prominent policies recommendations and
identify the factors contributing to financial
inclusion in rural areas, thus by promoting more
reasonable economic development across the
swat area. Achieving these goals, the research
seeks to specify a complete understanding of the
rural urban financial inclusion gap in the region
of swat and suggest viable solutions to bridge this

gap.

6. RESULTS AND ANALYSIS

The most important and core essential chapter of
this research is to present the results obtained
from the statistical analysis of the data obtained
from the quantitative and qualitative approach,
by using the SPSS. The findings address the
objectives of the research, by concentrating on
the dynamics of the rural and urban financial
inclusion gap in District Swat. Inferential and
Descriptive statistics are applied to scrutinize the
disparities, by identifying and analyze the
contributing factors, and measure the impact of
the financial literacy, financial access, and socio-
economic factors of financial inclusion.

Demographic Profile of the Respondents
Gender Distribution

The gender distribution is expressed by a pie
chart displaying the proportion of male and
female respondents of rural and urban areas from
swat.
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RURAL URBAN

GENDER
B Female MMale

Pie Chart: Gender Distribution of the Respondents from swat

Graph 1: Pie Chart Gender distribution of the respondents from swat

Age Distribution

Histogram is generated from the data which
represents the age groups for rural and urban
populations of swat

Graph: Age Distribution of the Respondents from Swat
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Graph 2: Histogram of age distribution of the respondents of district swat
Descriptive Statistics Income Source, Financial Services Access,
Means, Standard Deviations, Variance and Financial Services Availability and Financial

Skewness of (Financial Inclusion, Income, Inclusion Impact).
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Table 1: Statistics of variables
FI_Rural Ur Income
ban Edu Emp  Income  FS Access Source FS

N Valid 386 386 386 386 386 386 386
Mean 1.21 2.53 1.98 2.52 0.46 2.45 2.83
Std. Error of Mean  .021 .081 .079 .088 .025 .082 .074
Std. Deviation 0.408 1.584 1.554 1.738 0.499 1.615 1.462
Variance 0.166 2.509 2415  3.019 0.249 2.607 2.139
Skewness 1.431 0.036  0.293 -0.035 0.146 0.043 0.205
Kurtosis 0.047 1136 0942 -1.272 -1.989 -1.136 -1.330
Range 1 5 5 5 1 5 4
Minimum 1 0 0 0 0 0 1
Maximum 2 5 5 5 1 5 5
Total 467 978 766 972 179 947 1094

Table 2: Descriptive Statistics Analysis
N Min. Max. Mean Std. Dev.  Variance Skewness
Statistic Statistic Statistic Statistic Std. Error Statistic Statistic Statistic
FI_Rural_Urban 386 0 1 0.21 0.021 0.408 0.166 1.431
Income 386 0 5 2.52 0.088 1.738 3.019 0.035
Income Source 386 0 5 2.45 0.082 1.615 2.607 0.043
FS Access 386 0 1 0.46 0.025 0.499 0.249 0.146
FS Availability 386 1 5 3.48 0.059 1.156 1.336 -0.884
FI Impact 386 1 5 2.88 0.072 1.416 2.005 0.114
Valid N (list wise) 386

Descriptive statistics analysis
This variable FI_RURAL_URBAN represents
the level of financial inclusion in the rural urban
areas of swat, capturing differences in the
accessibility to financial services between these
regions. It might be measured by using an index
or a binary value. The ruralurban financial
inclusion gap shows mean of 0.21, which
highlights that a majority of the respondents are
from rural areas. This impacts the accessibility
and availability of the financial services as rural
areas typically face more barriers. Lack of
infrastructure, fewer financial institutions, and
limited digital literacy can restrict access.
Interventions needed focus on improving the
financial inclusion specifically in rural areas.

The INCOME variable symbolizes the income
level of individuals or households, typically
measured terms of monthly
earnings. Higher income is often associated with
better financial access. A mean of 2.52 on a scale
of 0-5 indicates a mid-level income distribution,
but the high standard deviation (1.738) suggests
economic disparity within

in  monetary

the population.
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uneven income distribution affects financial
inclusion. Lower-income groups maybe face
challenges by accessing or benefiting from the
financial services. Financial services must be
shaped to groups,
microloans or subsidized accounts.
The INCOME_SOURCE variable identifies the
primary source of income for an individual or
household, employment, business,
agriculture, or remittances. The respondent’s
income sources mean is 2.45 and the standard
deviation of 1.615 indicate diverse and
moderately stable sources of income but also
reflect some dependency on the non-reliable or
informal sources. The population might depend
on the agriculture, labor, small businesses,
especially in the rural areas, because of high
standard deviation 1.615 and variance of 2.607.
Encouraging formalized income sources through
skill development or enterprise support can
stabilize income flows and enhance financial
access in the rural areas of swat.

The Financial Services Access (FS-Access),
variable measures the ease of accessing the

lower-income such as

such as
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financial services, of the banking sector, for
credits, savings, and digital payment systems. It is
often measured on a scale of binary variable, O
and 1, the lower binary scale mean of access to FS
is 0.46, which indicates that there is limited
accessibility to the financial services, which is the
critical hurdle to financial inclusion. Rural
residence of swat likely faces more problems, such
as distance from banks, lack of mobile banking,
or restrictive policies. Lower mean statistic
indicates that there is a gap among the rural and
urban areas of swat. By bridging the access gap
through mobile banking, financial institutions,
and digital solutions will encourage the depressed
communities of swat.

This FS_AVAILABILITY symbolizes the
presence of financial service providers (banks,
microfinance services provider, ATMs) in a given
area. Availability differs from access, as services
might exist but still be difficult to use. The mean
of financial services availability is 3.48, this
reflects a moderate opinion of FS availability, but
the negative skewness which is -0.884 it suggests
that many respondents view financial services as
accessible, but not always operational. While
services might exist, but rural populations may
not fully have benefited due to literacy or
affordability issues. By enhancing the usability of
the services through financial literacy programs
and affordable cost, and user-friendly services will
encourage the local population rural swat.

This variable FI_ IMPACT measures the
consequence of the financial inclusion on the
economic stability, poverty eradication, business
growth. It is often measured through surveys or
economic indicators. Mean value of financial
inclusion is 2.88, which indicates a moderate
impact of financial inclusion, but significant
variation (SD = 1.416) suggests diversified
experiences amongst the respondents. The
Urban respondents report greater benefits due to
better financial environments, whereas rural
respondents face limitations. Efforts would focus
on the targeted financial services which help the
rural needs, such as microfinance, to increase
alleged benefits.

Implications of Descriptive Statistics

FS_Access has a mean of 0.46, which is low on a
scale of 0 and 1, suggesting that less than half of
the respondents have access to formal financial
services.
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FI_ Rural Urban has a mean of 1.21 (on a scale
where 1 = rural, 2 = urban), showing that a
majority of the respondents were from rural
areas, confirming the rural-centric nature of the
data.

Implication: limited,
particularly in rural regions, and this supports the
study’s objectives of a rural-urban gap.

Income has a standard deviation of 1.738,
suggesting a wide variation in income levels
among respondents. A low standard deviation in
FS Access (0.499) shows that responses are closely
clustered, meaning that most of the respondents
gave similar answers i.e., uniformly low access.
Implication: High variability in income might
affect access to financial services, while consistent

Financial access is

low access hints at systemic exclusion, not
isolated cases.

Skewness measures the asymmetry of the data
distribution. FI Rural Urban has a positive skew
(1.431), indicating more rural than urban
responses. Most other variables have skewness
values close to 0, suggesting fairly symmetrical
distributions.

Implication: The data is not heavily biased except
in intended areas like rural urban classification
supporting balanced representation and reliable
analysis.

Kurtosis tells you about the "tailedness" of the
distribution. Negative kurtosis values (e.g.,
Income = -1.272) indicate a flatter distribution,
with more moderate responses and fewer
deviation.

Implication: The responses are consistently
moderate, which improves the reliability of the
averages and reduces the impact of extreme
values.

Skewness and Kurtosis

Skewness measures the asymmetry of the
distribution of data. A skewness of O indicates a
perfectly symmetrical distribution. Positive skew
means the data tail is longer on the right (more
low values). Negative skew means the tail is longer
on the left (more high values). FI Rural Urban
skewness is 1.431 which is Strongly
positive skew, which indicates majority of
responses are from rural areas (coded as 1), and
fewer from urban.

Education skewness is -0.036 negative and near
to zero which shows education levels are fairly
symmetrically distributed. FS Access skewness is
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0.146, which is mild positive skew and indicates
a slightly more respondents lack financial service
access.

The positive skewness for key variables like FI
Rural Urban and FS Access supports the
hypothesis, where most respondents are from
rural areas and have limited access to financial
services, which confirms the existence of the
rural-urban gap.

Kurtosis measures the "tailedness" of the
distribution. A kurtosis of O (in SPSS: excess
kurtosis) means normal distribution. Positive
kurtosis means more data in the tails. While the
negative kurtosis is flatter distribution, fewer
deviation. Most variables are negative kurtosis,
meaning the data is widely spread out, indicating
a diverse set of responses (e.g., income levels,
education, employment) fewer extreme values,
which is good for statistical reliability.

The positive skewness in key variables such as FS
and FI Rural Urban
predominance of low financial access and rural
respondents, aligning with the study’s focus. The
negative kurtosis across most variables suggests a
wide, flat distribution with fewer deviations,
making the data healthy and representative for
generalizing findings on the financial inclusion
disparities.

Access indicates a

Dynamics of the rural and urban variables
Rural dominance and low-income correlate with
condensed access to the financial
Moderate service availability does not necessarily
translate into high impact due to usability and
inclusion challenges.

The skewness in the variable
FI RURAL_URBAN and FS_ACCESS reflects
the significant hurdles in the rural areas. Gaps in
the income levels affect the ability to engage with
financial systems effectively. Bridging the gaps in
the infrastructure and access, is critical to
increase the impact of financial inclusion
particularly in the rural areas. Digital financial
solutions may play a transformative role in the
overcoming geographic and literacy obstacles.

services.

Model variables
In this model the dependent variable is (FI Rural
Urban) Financial Inclusion in rural urban area.
Where the independent variables are income,
Financial Access,

Services education and

employment.
FI Rural Urban =B,.f,(Income) . B,(FS_Access)
.Bs(Education) . B(Emp).&

Table 3: Model Summary
Durbin-
Change Statistics Watson
Estimated R’ Sig. F
Model R R? Adj. R*  Std. Error  Change F Change DF1 DF2 Change
1 0.615 0.379 0.372 0.323 0.379 58.038 4 381 <0.001 1.901

a. Dependent Variable: FI Rural Urban
b. Independent Variables: FS Access, EDU, Income, EMP

The model summary presents the results of a
regression analysis, where the dependent
variable is FI_ RURAL URBAN, and the
independent variables are FS_ACCESS, EMP,
INCOME, and EDU. The value of R is 0.615,
which shows a moderately strong positive
correlation among the dependent variable and
the independent variables, suggesting that the
predictors collectively explain a significant
segment  of the variation in  the
FI_ RURAL_URBAN. The value of R? is 0.379
(or 37.9%), shows that the model explains for
approximately 37.9% of variation observed in
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the dependent variable, indicating that the
predictors have a meaningful influence on the
outcome. The Adjusted R? value of 0.372 adjusts
the R? to account for the number of predictors,
and the slight decrease from 0.379 to 0.372
suggests that the inclusion of all four predictors
is justified, as the model’s explanatory power
remains relatively stable.

The Estimated Standard Error value is 0.323,
measures the normal distance among the
detected values and the projected values of the
dependent variable. A lesser value shows that the
model’s projections are closer to the real data
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points, and in this case, the value of 0.323
suggests that the model provides reasonably
accurate predictions, though there is still some
variability unaccounted for. The R* Change of
0.379 indicates the amount of variance
explained by the inclusion of all four predictors,
which is similar to the R%, as it signifies the total
contribution of the variables. The F Change
statistic of 58.038 tests the overall significance of
the model, comparing it to a model with no

predictors. The associated Sig. F Change value is
0.000 where p < 0.001, shows that the model is
statistically significant, which results that the
variables have collectively a significant effect on
the dependent variable. The DEGREES OF
FREEDOM (DF1 = 4 and DF2 = 381) reflect the
number of predictors and the sample size,
respectively, with the large sample size of 381
observations providing robust support for the
model’s results.

Table 4 Effects of Financial Inclusion

Unstandardized Collinearity
Coefficients T Sig. Correlations Statistics
Model B Std. Error Zero-order Partial Part Toler. VIF
1 (Constant) -0.224 0.043 -5.222  0.000
INCOME 0.033 0.010 3429 0.001 0.224 0.173 0.138 0971 1.030
EMP 0.009 0.011 0.805 0.421 0.116 0.041 0.033 0979 1.021
EDU 0.059 0.011 5.558 0.000 0.321 0.274 0.224 0.960 1.042
FS_ACCESS 0.398 0.034 11.670 0.000 0.554 0.513 0.471 0.937 1.068

a. Dependent Variable: FI Rural Urban

Descriptive Statistics and Correlations
Table 5: Descriptive Statistics and Correlations

FI Rural Urban Income EMP EDU  FS Access
N
Pearson FI_Rural _Urban 386 1.000 0.224 0.116 0.321 0.554
Correlation Income 386 0.224 1.000 0.065 0.009 0.162
Employment 386 0.116 0.065 1.000 0.104 0.103
Education 386 0.321 0.009 0.104 1.000 0.179
FS Access 386 0.554 0.162 0.103 0.179  1.000
Sig. FI_Rural_Urban 386 . 0.000 0.011  0.000  0.000
(1-tailed) Income 386 0.000 . 0.103 0.432 0.001
Employment 386 0.011 0.103 . 0.021  0.022
Education 386 0.000 0.432 0.021 . 0.000
FS Access 386 0.000 .001 0.022  .000

The derived data of correlation provides insights
into the relationships between the variables the
Financial Inclusion in rural-urban area
(FI_RURAL_URBAN, INCOME), Employment
(EMP), Education (EDU), and Financial Services
access (FS_ACCESS). FI_RURAL_URBAN
shows the strongest positive correlation with
FS_ACCESS where r = 0.554, p < 0.001,
indicating a moderately strong relationship,
suggesting that access to financial services is a
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significant factor influencing the dependent
variable. It also has a reasonable positive
correlation with EDUCATION, where r = 0.321,
p < 0.001, implying that greater education levels
are  related  with  higher values  of
FI_ RURAL _URBAN. The correlation with
INCOME is weaker but still significant of r =
0.224, p < 0.001, showing that the income levels
have a modest influence, while the weakest

correlation is with EMPLOYMENT, r = 0.116, p
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= 0.011, suggesting that employment status has a
small but statistically significant relationship with
FI_RURAL_URBAN.

INCOME has a weak but significant positive
correlation with FS_ACCESS of r = 0.162, and p
= 0.001, signifying that the higher income levels
are linked with better reach to financial services.
However, its correlations with EMP (r = 0.065, p
=0.103) and EDU (r = 0.009, p = 0.432) are very
weak and not statistically significant, indicating
largely independent of
employment status and education in this dataset.
EMP shows weak but significant positive
correlations with EDU (r = 0.104, p = 0.021) and
FS_ACCESS (r = 0.103, p = 0.022), suggesting
that employment status is slightly associated with
higher education levels and better access to
financial services. Its correlation with INCOME
is negligible and not significant (r = 0.065, p =
0.103), indicating that employment status does
not strongly influence income levels in this
context.

EDUCATION has a positive correlation with
FS_ACCESS (r = 0.179, p < 0.001), indicating

that advanced education levels are related with

that income is

high access to the financial services. Its
correlations with INCOME (r = 0.009, p = 0.432)
and EMP (r = 0.104, p = 0.021) are weak, with
only the latter being statistically significant,
suggesting that education has a limited direct
relationship with income and employment status

in this dataset. FS_ACCESS has the strongest

Analysis of Variance (ANOVA)
Table 6 Analysis of Variance (ANOVA)

correlation with FI RURAL URBAN (r = 0.554,
p < 0.001), supporting its importance as a key
variable. It also shows weak but significant
positive correlations with INCOME (r = 0.162, p
= 0.001) and EDU (r = 0.179, p < 0.001),
suggesting that access to financial services is
slightly influenced by higher income and
education levels. Its correlation with EMP is weak
but significant (r = 0.103, p = 0.022), indicating a
minor relationship with employment status.
Most  of the  correlations involving
FI_RURAL_URBAN, FS_ACCESS, and EDU
are statistically significant (p < 0.05), indicating
that these relationships are unlikely to be due to
random chance. However, the correlations
between INCOME and EMP (p = 0.103) and
INCOME and EDU (p = 0.432) are not
statistically significant, suggesting that these
relationships are weak or nonexistent in this
dataset. The sample size of 386 observations is
sufficiently large to provide reliable estimates of
the correlations, ensuring that the results are
robust and generalizable. Overall, the correlation
matrix reveals that FS_ACCESS and EDU are
the most  strongly  correlated  with
FI_RURAL_URBAN, highlighting their
importance as predictors, while INCOME and
EMP show significant but weaker relationships.
The correlations with the independent variables
are  generally  weak,  signifying  that
multicollinearity is not a major concern in this
dataset.

Model Sum of DF Mean Square F Sig.
Squares
1 Regression 24.233 4 6.058 58.038 0.000
Residual 39.770 381 0.104
Total 64.003 385

a. Dependent Variable: FI_Rural_Urban

b. Independent Variables: (Constant), FS Access, EMP, Income, EDU

ANOVA (Analysis of Variance), illustrate the
results of the regression analysis, testing the
overall significance of the linear regression model
by explaining the dependent variable,
FI_RURAL_URBAN, using the dependent
variables FS_ACCESS, EMP, INCOME, and
EDU. The regression model is statistically
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significant, as indicating by the F-statistic of value
58.038 and a p-value of 0.000 shows p < 0.001.
This shows that the variables have collectively a
significant effect on FI_RURAL_URBAN, and
the regression model is a good fit from the
derived data. The total variance in the dependent
variable is divided into two components, the
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variance explained by the regression model of
value 24.233 and the unexplained variance or
residual of 39.770. The regression sum of squares
is 24.233, which represents the portion of the
total variance in the FI RURAL URBAN that is
accounted for by the independent variables,
while the residual sum of squares is 39.770,
represents the unexplained variance. The mean
square value is derived from, by dividing the sum
of squares by their respective degrees of freedom,
the value obtained is 6.058 for the regression and
value 0.104 is for the residual. The large F-statistic
and the small pvalue confirm that the liner
regression model significantly improves the
likelihood of the dependent variable
FI_RURAL_URBAN, as compared to a model
with no predictors. Overall, the ANOVA results
illustrate the assumption that the wvariables
FS_ACCESS, EMP, INCOME, and EDU have
collectively a meaningful and statistically
significant impact on the dependent variable.

7. Conclusion of the study

This study concludes, The Dynamics of Rural-
Urban Financial Inclusion Gap: Case Study of
District Swat, pursued to explore and analyze the
disparity in the financial inclusion among the
rural and urban areas of Swat district. Based on
the findings and statistical analysis, the study
identified a significant disparity in financial
inclusion existed among the rural and urban
areas. Urban areas show higher levels of financial
inclusion due to better infrastructure, higher
literacy rates, and increased access to the banking
facilities. Conversely, rural areas face challenges
such as limited banking outreach, low financial
literacy, and cultural barriers, contributing to
their financial segregation. The findings suggest
that the financial inclusion significantly impacts
the socio-economic development in both rural
and urban areas of swat.

The statistical model is used in this research
verifies the significance of the relationship
amongst the financial inclusion and socio-
economic development where p < 0.001. While
the F-statistic indicates a strong relationship, the
R? value is 37.9%, suggests that other exempted
variables may also influence the dependent
variable. This highlights the complex nature of
financial inclusion and its impacts.

Key disputes are identified in the rural areas of
swat, include poor financial literacy, limited
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access to banking services, and inadequate
technological infrastructure. These barriers delay
the effective integration of rural residents
registering to the financial system, spreading the
financial inclusion gap.

8. Recommendations

The study results derive, the subsequent
recommendations are suggested to address the
rural-urban inclusion gap and
encourage socio-economic development in the
Swat district. By ensuring the financial services in
the rural area, the primary initiative is to increase
the number of bank branches, mobile banking
units, and ATMs to enhance accessibility.
Introducing branchless banking models can also
benefit to bridge the financial gap. By developing
the targeted financial learning campaigns to
instruct the rural communities on the

financial

importance of saving, credit, and insurance. To
initiate these programs culturally sensitivity
should be address for better result and should be
delivered in the local languages for better
outreach. By encouraging the embracing, the
digital financial services such as mobile wallets
and online banking platforms. Investments by
the public private partnership, to improve the
internet = connectivity and mobile network
coverages in the rural areas are vital to facilitate
this transition.

The officials should implement inclusive
financial strategies that prioritize the rural
development. Subsidies  or
incentives can be offered to financial institutions

Government

to establish operations in the deprived areas.
Partnership with local administration, NGOs,
and community leaders to address the cultural
and social barriers to financial inclusion. These
partnerships can raise trust and encouragement
to the rural populations to participate in the
financial systems. Design financial products and
services that satisfy the specific requirements of
the rural communities, such as shortterm loans
for the farmers, micro-insurance schemes, and
savings plans suitable to their income cycles.

9. Future Research Directions

This research study provided a valuable insight
into the rural-urban financial inclusion gap in
Swat, but it also highlights the areas for further
exploration of KPK province, to explore
additional variables that may influence financial
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inclusion, such as gender dynamics, cultural
norms, technological impact and economic
policies. Conduct longitudinal studies to assess
the longterm impacts of financial inclusion
initiatives on the socio-economic development.

Tackling down the financial inclusion gap among
the rural and urban areas in Swat is critical for
achieving reasonable socio-economic
development. While the substantial challenges
persist, the proposed interventions and policy
measures have the potential to bridge this gap,
ensuring that all members of society have access
to financial resources and opportunities. This
research features the significance of a collective
and complex approach to encourage the financial

inclusion in the swat region.
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