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Abstract: This paper studied the impact of cashless policy in Nigeria Economy. The policy was introduced by
Central Bank of Nigeria (CBN) in December 2011 and was kick-started in Lagos in January 2012. Survey
research was adopted with questionnaire as data collection instrument. Responses from the respondents show
that cashless policy will increase employment; reduce cash related robbery thereby reducing risk of carrying
cash; cashless policy will also reduce cash related corruption and attract more foreign investors to the country.
The study, therefore, shows that the introduction of cashless economy in Nigeria can be seen as a step in the
right direction. It is expected that its impact will be felt in modernization of Nigeria payment system, reduction
in the cost of banking services, reduction in high security and safety risks and also curb banking related
corruptions.
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I.  Introduction

Cashless economy is an economy where transaction can be done without necessarily carrying
physical cash as a means of exchange of transaction but rather with the use of credit or debit card payment for
goods and services. The cashless economy policy initiative of the Central Bank of Nigeria (CBN) is a move to
improve the financial terrain but in the long run sustainability of the policy will be a function of
endorsement and compliance by end-users (Ejiro, 2012). The CBN cash policy stipulates a daily
cumulative limit of N150, 000 and N1, 000,000 on free cash withdrawals and lodgments by individual and
corporate customers respectively in the Lagos State with effect from March 30, 2012. Individuals and
corporate organizations that make cash transactions above the limits will be charged a service fee for amounts
above the cumulative limits. Furthermore, 3rd party cheques above N150, 000 shall not be eligible for
encashment over the counter with effect from January 1, 2012. Value for such cheques shall be received
through the clearing house. All Nigerian banks were expected to cease cash in transit lodgment services rendered
to merchant-customers from January 1, 2012.

The policy through the advanced use of information technology facilitates fund transfer, thereby
reducing time wasted in Bank(s). Wizzit, a fast growing mobile banking company in South Africa has
over three hundred thousand customers across South Africa. Likewise, M-PESA was introduced in Kenya
as a small value electronic system that is accessible from ordinary mobile phones. It has experienced
exceptional growth since its introduction by mobile phone operator (Safaricom) in Kenya in March, 2007
and has already been adopted by nine million customers, which is about 40% of Kenya’s adult population.
Wizzit and other mobile financial services including M- PESA in Kenya are helping low income Africans
make financial transaction across long distance with their cell- phones, thereby reducing their travel cost and
eliminating the risks of carrying cash and also avoiding most banking charges (Akintaro, 2012). It is assumed
that the proper implementation of mobile phones and other technologies can aid the implementation of cashless
policy and hence, the growth of cashless economy in Nigeria.

The introduction of the implementation of cashless policy (policy is program of actions adopted by
government) began in Lagos State, Nigeria. Why Lagos? According to Central Bank of Nigeria (CBN, 2011)
Lagos state accounted for 85% of POS and 66% of cheques transaction in Nigeria. Cashless economy aims at
reducing the amount of physical cash circulating in the Nigeria economy and thereby encouraging more
electronic-based transaction. According to Central Bank of Nigeria (CBN, 2011) the policy is expected to
reduce cost incurred in maintaining cash-based economy by 90% upon its full implementation in Nigeria.
This study aims to look at the impact of cashless economy in Nigeria.
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I1.  Theoretical Background

Cashless economy is not the complete absence of cash, it is an economic setting in which goods and
services are bought and paid for through electronic media. According to Woodford (2003), Cashless economy is
defined as one in which there are assumed to be no transactions frictions that can be reduced through the use of
money balances, and that accordingly provide a reason for holding such balances even when they earn rate of
return. In a cashless economy, how much cash in your wallet is practically irrelevant. You can pay for your
purchases by any one of a plethora of credit cards or bank transfer (Roth, 2010). It has been observed that
developed countries of the world, to a large extent, are moving away from paper payment instruments toward
electronic ones, especially payment cards. Some aspects of the functioning of the cashless economy are
enhanced by e-finance, e-money, e-brokering and e-exchanges. These all refer to how transactions and
payments are effected in a cashless economy (Moses-Ashike, 2011). Marco and Bandiera (2004) argue that
increased usage of cashless banking instruments strengthens monetary policy effectiveness and that the current
level of e-money usage does not pose a threat to the stability of the financial system. However, it does conclude
that central banks can lose control over monetary policy if the government does not run a responsible fiscal
policy.

Echekoba and Ezu (2012), in a research carried out in Nigeria, observed that 68.2% of the respondent
complained about long queues in the bank, 28.9% complained of bad attitude of teller officers (cashiers) while
2.89% complained of long distance of bank locations to their home or work places. Likewise, in her 24th NCS
national conference in December 2011, CBN data shows that 51% of withdrawal done in Nigeria was through
automated teller machine (ATM), while 33.6% was through over the counter (OTC) cash withdrawals and
13.6% through Cheques. Payment was also done through point of sales machine (POS) which accounted for
0.5% and web 1.3%. Therefore, if the introduction of ATM in Nigeria cash withdrawals system reduced OTC
withdrawal; then it will implies that introduction of cashless policy supported by application of information
technology can achieve more to reduce over dependent on cash payment in Nigeria economy system.

However, Akhalumeh and Ohioka (2011) observed some challenges with the introduction of cashless
policy. Their findings show that 34.0% of the respondents cited problem of internet fraud, 15.5% cited problem
of limited POS/ATM, 19.6% cited problem of illiteracy and 30.9% stayed neutral - the respondent not been sure
of problem been expected or experienced. While in some quarters there was fear of unemployment, some
believe it will create more jobs especially when companies manufacturing POS machine are cited in Nigeria.
More so, data sourced from Central Bank of Nigeria portal shows that Lagos state, with a population of 17
million people, only has sixty one Point Of Sales, twenty bank branches and twenty four ATMs per 100,000
people which are far less to satisfy the needs of the population. These data verify the claim of Echekoba and
Ezu (2012) on the problem of cash based economy and cashless policy in Nigeria. For effective cashless
implementation in Nigeria availability of sufficient and well-functioning infrastructure (notably electricity),
harmonization of fiscal and monetary policy, regular assessment of the performance of cashless banking
channels, consideration of the present state and structure of the economy, redesign of monetary policy
framework and greater efforts towards economic growth whilst managing inflation should be considered (Odior
and Banuso, 2012).

Central Bank Of Nigeria: Questions And Answers On The Cbn Policy On Cash Withdrawal/Lodgement
Limit

Following the recent circular issued by the Central Bank of Nigeria, in collaboration with the Bankers’
Committee, placing cash withdrawal limits of N150,000 for individual account holders
and N1,000,000 for corporate account holders, with the aim of reducing the high dominance of cash in the
Nigerian economy, we publish below some questions and answers that would further enlighten the public
and other stakeholders on the essence of the policy.

What Informed The New Policy Of Cash Withdrawal/Lodgement Limit?

The Nigerian economy is too heavily cash-oriented in transactions of goods and services. This is not in line
with the global trend, considering Nigeria’s ambition to be amongst the top 20 economies of the world by
the year 2020.

o Furthermore, it is estimated that about 65% of the cash in circulation in the Nigerian economy is outside of
the banking system, thus severely limiting the impact of the CBN’s efforts at price and economic
stabilisation.

e Also, the huge volume of cash transactions impose tremendous costs to the banking sector and,
consequently, the customer, in terms of cash management, frequent printing of currency notes, currency
sorting and cash movements.

e As the volume of cash in circulation (CIC) grows, so does the cost of cash management to the financial
system which is estimated to reach N192billion in 2012.
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There is also the risks involved in keeping or moving large amounts of cash, namely the high incidences of
robberies and burglaries and the public’s propensity to abuse and mishandle currency notes.

What Does The CBN Want To Achieve With The Policy?

The CBN, in collaboration with the Bankers’ Committee, aims to achieve an environment where a higher
and increasing proportion of transactions are carried out through Cheques and Electronic Payments (e-
payments), in line with the global trend.

The CBN recognises the need to balance the objectives of meeting genuine currency transaction demands
and combating speculative market behaviours that may negatively affect economic growth and
stabilisation measures.

This new cash withdrawal policy will ensure that a larger proportion of currency in circulation is captured
within the banking system, thereby enhancing the efficacy of monetary policy operations and economic
stabilisation measures.

What Is The Global Trend? Is Nigeria In Line With Other Countries?

Central Banks and other monetary authorities around the world have always strived to achieve a payment
system that is tilted towards cheques and e-payment dominance, rather than cash-oriented.

This helps in ensuring the effectiveness of stabilisation measures, keeps the currency in circulation clean
and durable, and reduces the cost of cash management.

Nigeria is a major economy in the world and certainly a leader on the African continent. In line with its
vision 20:20, Nigeria should be at the forefront of economic modernisation.

How Will Placing A Limit On Cash Withdrawal Enhance The Efficacy Of Monetary Policy?
Monetary policy operations will be enhanced in the sense that economic agents will resort to more use of
Cheques and e-payments in carrying out daily transactions.

This will result in a higher proportion of money in circulation being readily captured within the banking
system.

By implication, the CBN’s stabilisation measures - either tightening or expansionary monetary policies to
tackle inflation - will become more effective. For example, a change in interest rate will readily affect
money supply because a larger volume of money supply is made up of currency in circulation which is
mostly within the banking system.

What Are The Legal Implications Of The Cash Withdrawal Limit Policy?

The policy does NOT in any way stop account holders from withdrawing any amount of money they
desire from their accounts.

The policy simply recognises that banking is a business and, as with any business, there are costs
that are sometimes shared between the business and the customers.

The policy stipulates that to withdraw more than N150,000 (for individual account holders) and more
than N1,000,000 (for corporate account holders), there will be a nominal transaction cost, as stated in
the circular.

Does The Policy Foreclose The Use Of Cheques In Transactions?
The policy does not in any way preclude the use of Cheques as a means of payment. In fact, the policy
rather encourages the use of Cheques as well as other e-payment methods in daily transactions.

How Would The Policy Help To Check High Rate Of Organised Crimes, Such As Armed
Robbery, Kidnapping And Money Laundering?

It is a well known fact that the criminal underworld usually requires huge volumes of cash to carry out
their nefarious operations in order to avoid being traced or tracked.

Therefore, placing a limit on the amount of cash flowing in the system, will curtail such activities as
armed robbery, kidnapping, drug and gun running and money laundering.

In an environment of extensive and predominant use of cheques and e- payments, criminal transactions
can be easily traceable and tracked.

Will The Policy Have Negative Implications On Small Businesses That Heavily Rely On Cash
Transactions?
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In every human endeavour, attitudinal change often comes with some challenges, but that does not mean
change is impossible, especially if it is for the good of all.

Small businesses, with proper education and preparation, will be sensitised to the benefits of operating
current accounts and adopting less cash-oriented methods in their business transactions.

Data from Nigerian banks show that only about 10% of cash withdrawals from banks are of more
than N100,000. Therefore, this new policy only affects 10% of banking customers who also account
for over 75% of all banking transactions, thus accounting for the lion share of the cost of cash
management.

Will The Policy Lead To People Resorting To The Old Habit Of Keeping Money In Their Homes?
Most Nigerians are aware of the dangers of keeping their money at home, given the incidences of
armed robbery, burglary, fire, etc.

With the advent of electronic payment methods, these risks can be curtailed.

The CBN, in collaboration with the Banks, will continue to educate and sensitise the masses on the
advantages/benefits of e-payments as a modern, secure and efficient means of transaction, whilst also
putting the infrastructures in place to ensure that e-payment services are within reach and available.

Many people will endeavour to use ATM cards, Internet banking, Mobile banking, Point of Sale (POS),
Cheques and other non-cash- based transactions, rather than be left behind.

Is The 10% Penalty For Exceeding The Withdrawal Limit Not Too Punitive? Will It Not
Discourage The Public And Other Stakeholders’ Support For The Policy?

10% is a transaction cost, and not meant to be punitive. It is simply a motivational factor aimed at
driving the business of banking towards more efficient and cost-effective operations.

The objective is to enable Nigerians see the policy as serving the interests of all concerned. The
huge amount of money spent on frequent printing of currency notes and managing physical cash could
be deployed in solving other pressing needs of the public.

Will The Policy Lead To A Win-Win Situation For The Regulator, The Operators And The
Economic Agents?

There is no doubt that the policy will lead to a win-win situation. It will also enhance effectiveness of
monetary policy measures to curb inflation and stabilise the economy, it is in the interest of all, leading to
economic growth and development that ultimately create jobs and improve economic wellbeing.

How Will The Policy Achieve The Desired Goal, Given The Huge Gaps In Infrastructure,
Especially Electric Power Which Is Critical For Efficient E- Payment Operation?

The gaps in infrastructure are a huge challenge to economic growth and modernisation in Nigeria. To this
end, there are various efforts and initiatives currently in progress to address these gaps, particularly
in power supply.

Banks are also collaborating to participate in the CBN initiative of Shared Services, in order to share
and lower infrastructure costs, which will go a long way to enhance infrastructure facilities and services
in the banks.

The CBN, in collaboration with the Banks, will continue to educate and sensitise the masses on the
advantages/benefits of e-payments as a modern, secure and efficient means of transaction, whilst also
putting the infrastructures in place to ensure that e-payment services are within reach and available.

Is It Possible For Banks To Lose Business Or See Reduced Patronage From The Public As A
Result Of This New Policy?

Banks will not lose customers since their infrastructure would have been improved before the
commencement of the policy. The CBN, in collaboration with the Banks, will embark on a familiarisation
program to educate the public on how the policy will be implemented, and the benefits of the policy to
them as banking customers.

What Is The Modality Of Implementing This Policy?

The CBN working with the banks will start the implementation of the policy in phases. There will be
pilot schemes in Lagos, Port Harcourt, Abuja, Kano and Aba, which will eventually cover the entire
country in few years to come.

The pilot scheme will start with Lagos (code named Cashless Lagos), in which the CBN, the banks,
relevant service providers and the Lagos State Government are working together to provide all the
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necessary infrastructure for the smooth takeoff of the scheme in Lagos State effective December 31,
2011.

e Towards achieving this, several committees consisting of all the major stakeholders are assiduously
working to ensure that Cashless Lagos is achieved as planned.

I11.  Overview Of Cashless Policy

Money is often described as having three functions: (i) a unit of account function, (ii) a medium-
of-exchange function, and (iii) a store-of-value function. In a cashless economy, the third is not operative
and, probably, neither is the second. Cashless economy does not refer to an outright absence of cash
transactions in the economic setting but one in which the amount of cash-based transactions are kept to the
barest minimum. It is an economic system in which transactions are not done predominantly in exchange for
actual cash (Daniel, D. G., R.

W. Swartz, and A. L. Fermar, (2004). A cashless society possesses the following characteristics;. All
the money used is issued by private financial institutions (banks, and possibly other firms). It is conceivable
that the central bank continues to operate like other banks, issuing its own deposits that could be used as
money in the same way as other bank deposits are. However, in that case the central bank has no monopoly
in the issue of Money. In a cashless society the unit of account (e.g. Dollar, euro) remains a national affair
and is provided by the state. The followings among others enhance the functioning of cashless economy; e-
finance, e-banking, e-money, e- brokering, e-exchanges etc .In a modern economy, the use of noncash payment
methods such as cards (credit and debit) dominates the use of cash in payments.

The card based payment system has several players. On the one hand, are the providers of the card
based payment system- first of which is the card companies like MasterCard and Visa who provide their
payment network for the system to function. The second set of providers are the banks that act as acquirers
for merchants and issuers for cardholders and reach the card payment services to the ultimate users. For
these two parties, the card payment system is an income generating initiative and they are motivated to run
the system as they are able to generate adequate profits out of their operations. On the other side of the
system are the users- both merchants and cardholders. The benefits these two players derive from the
system are manifold- the convenience of electronic transactions, the ease of credit availability, increased
sales, increased purchasing power, to list a few. Since they are the end users of the convenience the card
payment system generates, they are the ones who bear the cost of the system. Apart from these four players
there is the regulator of the payment system, usually the central bank of the country. The card based payment
system cannot function in absence of any of its players. The global volume of non-cash transactions totaled
260 billion in 2009 ( world payments report 2011), after sustained average annual gains of 6.8% since 2001.
The outright volume of these payments only remains heavily concentrated in developed markets. Developing
countries are just improving their payments infrastructures, enabling wider adoption and greater usage of
non-cash means and channels .They also tend to be open to innovations that can broaden their still-nascent
base of users (world payments report 2011). However, the global use of cash payment is still endemic,
especially for low-value retail transactions. But while cash may be convenient, it makes taxation less
transparent, and it is costly to distribute, manage, handle and process. It therefore follows that; cash as a
mode of payment is an expensive proposition for any government. As a result, many governments are seeking
to reduce these costs and encourage the use of non-cash payment means. The Nigerian economy is too heavily
cash oriented in its transaction of goods and services and this is not in line with global trend, considering
Nigeria's ambition to be amongst the top 20 economies of the world by the year 2020.For instance an
overview of central bank of Nigeria policies on cash management in Nigeria‘s financial system is high and
increasing; direct cost of cash is estimated to reach one hundred and ninety two billion naira in 2012 (CBN
2011). See the figure below;

Figurel: Direct cost of cash to financial system in Nigeria

Direct cost* of cash to Financial system
(2009}

Cash in Transit
Cost (24%)

Cost of Cash Cash Processing
(CEMN + Banks) Cost (BT %)

Wault Management
Cost (9%}
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Source: Central Bank of Nigeria Annual Report 2011

Figure 2: Direct Cost of Cash to Financial System in Nigeria
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Source: Central Bank of Nigeria Annual Report 2011

As it is now , cash transactions in Nigeria represent over ninety —nine percent of customer activities in
Nigerian banks today , see the table below;

Tablel: Payment Channels in Nigeria in 2011

e

ATM Withdrawals 105,592 646
OTC Cash Withdrawals 72,489 812*
Cheques 20,159,980
POS 1.059.080
‘Web 2,703,518

m Cash
m Chegue
uPOS
m Web

Source: Central Bank of Nigeria Annual Report 2011 The new cash policy was introduced for a number of key

reasons, including:

1. To drive development and modernization of our payment system in line with Nigeria‘s vision 2020 goal
of

2. being amongst the top 20 economies by the year 2020. An efficient and modern payment system is
positively correlated with economic development, and is a key enabler for economic growth.

3. To reduce the cost of banking services (including cost of credit) and drive financial inclusion by
providing more efficient transaction options and greater reach.

4. Toimprove the effectiveness of monetary policy in managing inflation and driving economic growth.

In addition, the cash policy aims to curb some of the negative consequences associated with the high usage

of physical cash in the economy, including:

High Cost Of Cash
There is a high cost of cash along the value chain - from the CBN & the banks, to corporations
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and traders; everyone bears the high costs associated with volume cash handling.

High Risk Of Using Cash
Cash encourages robberies and other cash-related crimes. It also can lead to financial loss in the
case of fire and flooding incidents.

High Subsidy

CBN analysis showed that only 10percent of daily banking transactions are above 150k, but the
10percent account for majority of the high value transactions. This suggests that the entire banking
population subsidizes the costs that the tiny minority 10percent incur in terms of high cash usage.

Informal Economy
High cash usage results in a lot of money outside the formal economy, thus limiting the effectiveness
of monetary policy in managing inflation and encouraging economic growth.

Inefficiency & Corruption
High cash usage enables corruption, leakages and money laundering, amongst other cash-related
fraudulent activities.

Stylized Facts

Nigeria is largely a cash-based economy with large percentage of funds residing outside the banking
sector (66%) as against the developed world where the money in circulation is for example 4 percent in US
and 9 percent in

U.K. (Ovia 2002). The cash-based economy is characterized by the psychology to physically hold and
touch cash

;(a culture informed by ignorance, illiteracy, and lack of security consciousness and appreciation of
the merit of digital payment ). The currency in circulation in Nigeria (CIC) at end of December 2011
stood at N1,565.76 billion, representing an increase of 13.6 per cent over the level in 2010.The growth in
CIC reflected the high dominance of cash in the economy as well as an increase in economic activities. The
denominational breakdown of the currency in circulation between 2007 and 201las well as currency in
circulation are as shown below:

Table3: Currency in Circulation in Nigeria 2007-2011

2007 2008 2009 2010 2011
Volume Value Volume Value W olume Value Volume Value Volume Value

Coins (million) | (# billion) | (million) | (& billion) | (million) | {# billion) | (million) | (& billicn) (million) (# billion)
HE 8179 0.14 104.5 0.21 114.5 228.9 107 .83 0.22 107 .87 0.22
1 6154 0.42 5322 0.53 4704 470.85 530.11 0.53 581.23 0.58
50k 7ag3 0.37 443.1 0.23 454 5 D27 24 434 .48 0.22 52972 .26
25k 19 0.01 240.6 0.08 b brd 53 1946.53 0.04% 33912 .08
10k 22 0.0002 235.1 0.02 283 228 .82 21282 0.021 30289 .03
1k lv] a 5.2 0.0005 57 .4 0.57 48.74 0.0048 12.75 0.08
Sub Total | 1.456.80 1.15 1.6429.70 1.04 1.557.30 1.023 20 1.530.51 1.04 1,873.58 1.24
Notes
£1000 264.4 2644 5729 572.91 584 4 584.3% 46374 4437 P59 45 959.45
H500 FoFz2 353.6 801.% 400.93 8528 42684 1.027.78 £13.89 72622 343.10
200 1.286.00 251.3 &71.6 114.32 491.9 78.38 s01.27 100.25 421.75 124.21
£100 4745 49.5 323.6 3236 350 35 34112 34.11 507 20 5077
50 3513 17.6 228 11.4 3447 17.25 78227 3.1 77794 38.89
20 823 16.5 827.3 16.55 767.5 15.3% 752.65 15.1 788.67 1577
10 355% 3.4 2832 2.83 ZBES 285 480.461 4.81 789213 7.89
&5 577 2.9 5331 2.67 7205 36 83793 4.1% 865.38 433
Sub-Total |4,831.70 759.4 4,141.460 1,153.97 4,399.50 1.183.27 5,587.37 137714 4,036.43 1,564.50
Total 6,288.50 #60.55 5.768.30 1,155.03 5,954.80 1.184.30 7.117.50 1,378.20 7.910.01 |1,565.?6 I

Source: Central Bank of Nigeria Annual Report 2011
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Figure 4: The Trend of Currencies in Nigeria
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Source: Central Bank of Nigeria Annual Report 2011

Cash is an integral element that fuels that several vices in Nigeria. This is as illustrated below;

Figure 5: Vices Associated With Cash Transaction in Nigeria
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Source: Central Bank of Nigeria Annual Report 2011

From the foregoing, an alternative payment channels will have considerable positive consequences on
the Nigeria economy. To this end, the Nigerian financial system is witnessing a redirection, with the Central
Bank of Nigeria‘s (CBN) latest effort called the Cashless policy initiative, which commenced with Lagos on
January 1, 2012, as a pilot scheme.

Today, Nigeria electronic payment (e-payment)landscape is on a new threshold with banks, switching
and transaction companies, vendors of Automated Teller Machine (atms), Point of sale (POS) and third party
companies all jostling to expand the scope of market .For instance according to CBN reports; The volume and
value of electronic card (e-card) transactions has increased significantly from 195,525,568 and N1,072.9 billion
in 2010 to 355,252,401 and N1,671.4 billion, in 2011 reflecting an increase of 81.5 and 55.8 per cent,
respectively. The increase was attributed to enhanced public confidence in electronic card payments

In addition, data on various e-payment channels from another CBN reports indicated that atms
remained the most patronized, accounting for 97.8 per cent, followed by web payments, 1.0 per cent, Point-of-
Sale (POS) terminals, and mobile payments, 0.6 per cent each. Similarly, in value terms, atms accounted for
93.4 per cent, web 3.5 per cent, POS 1.9 per cent and mobile payments, 1.2 per cent.

The number of atms stood at 9,640, while the volume and value of transactions amounted to
347,569,999 and N1,561.75 billion, at end-December 2011, respectively. These figures reflected increases of
86.7 and 63.7 per cent respectively over the volume and value of 186,153,142 and N954.04 billion, at end-
December 2010. The volume and value of mobile payments increased by 215.6 and 185.8 per cent from
1,156,553 and N6.7 billion to 3,649,374 and N19.0 billion, respectively, at end-December 2011.The table below
shows the market share in the e-payment market in Nigeria between 2008 to 2011

www.iosrjournals.org 91 | Page



The Impact of Central Bank of Nigeria Cashless Policy in Nigeria Economy

Table 5: Market Share in the e-Payment Market in Nigeria

Table 5: Market Share in the e-Paviment Marlet in
e-Payment Volume (Millions) Value (N * Billion)
Segment 2008 2009 2010 2011 2008 2009 2010 2011
ATM 60.1 109.6 186.2 7.6 399.7 548.6 954.0 1561.8
% of Total 91.0 95.3 95.1 97.9 9.5 85.0 889 93.4
Web (internet) 1.6 2.7 7.2 36 25.1 £84.2 99.5 58.0
% of Total 24 23 37 1.0 5.7 13.1 9.3 35
POS 1.2 0.9 1.1 2.1 16.1 11.0 12.7 310
% of Total 18 0.8 0.6 0.6 .7 1.7 1.2 19
Mobile 3.2 1.8 12 1.9 0.7 1.3 6.7 20.5
% of Total 4.8 1.6 0.6 0.5 0.1 0.2 0.6 12
TOTAL 66.1 115.0 195.7 355.2 4416 645.1 1072.9 16714 |

Source: Central Bank of Nigeria Annual Report 2011
The figures below reveal the volume of electronic card-based transactions as well as the value of such in 2011,
the year the cashless policy initiative was conceived;

Fig.6: Volume of Electronic Card-Based Transactions in Nigeria in 2011

Source: Central Bank of Nigeria Annual Report 2011

Fig.7: Value of Electronic Card-Based Transactions in Nigeria in 2011

Source: Central Bank of Nigeria Annual Report 2011

The descriptive analyses above show that Nigeria has been using electronic payment systems for many
years now, and as such the country payment system is rapidly transiting to more and more IT based systems.
Increased non- cash payments have implications that are not small. The payment system is a significant
national infrastructure and is critical to the growth of the national economy just like telecommunication,
electrical power, and transportation infrastructures are. Furthermore, an electronic payment system has the
ability to track individual spending; to facilitate the design of products by the banks. This information is also
useful to the government when making economic decisions. It logically follows therefore that efficient
payment system is a prerequisite for the development of the national economy. A research work carried out
by Visa Canada Association in collaboration with Global Insight (A leading economic and financial consulting
firm) revealed that electronic payments provide transactional efficiency to consumers, merchants, banks and
the economy. Electronic payments have contributed

$C 107 hillion to the Canadian economy since 1983 and represents nearly 25% of the $C 437 billion
cumulative growth in the Canadian economy over the same period. Automating and streamlining electronic
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payments made from self-serve channels such as ATMs, branch office terminals and point-of-sale (POS)
systems can reduce paper-based errors and costs.

An efficient payments system will depend less on cash, and has great potential to grow the national
economy. According to (Cobb, 2005), efficient safe and convenient electronic payments carry with them a
significant range of macro-economic benefits. —The impact of introducing electronic payments is akin to
using the gears on a bicycle. Add an efficient electronic payments system to an economy, and you kick it
into a higher gear. Add better-controlled consumer and business credit, and you notch up economic velocity
even further.[] (Cobb, 2005)

.In Nigeria, moving from a society where 66% of cash is held outside of the banks to a cashless
society is a big change. It is therefore an enormous challenge for the government, financial institutions,
individuals and other stakeholders responsible to make the system achieve its economic benefits.

IV.  Research Methodology
This study was carried out, using accidental sampling method, in Lagos state, Nigeria. A total of
500 traders, students and civil servants were sampled. Questionnaire was used as data collection instrument,
with questions on demographics and benefits of cashless economy in Nigeria. The major statistical
technique used was descriptive (use of frequency tables and charts).

V. Results
Demographics
Responses on gender show that male respondents accounted for 55.6% while the female respondents
are 44.4%. Figure 1 and Figure 2 presents the responses on age and occupation, respectively. For age,
majority of the respondents are between 18 to 25 years, this is followed by those between 26 to 40 years while
the least number are between 41 to 60 years. For occupation of the respondents, the highest percentage
(44.4%) is traders, followed by students (33.3%) and civil servants (22.2%).

Figure 8: Age of Respondents
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Figure 9: Occupation of Respondents

Benefits

Table 1 shows the view of respondents on benefits of cashless economy in Nigeria. The lowest
percentage, 11.1% of the respondents, believed that cashless policy will increase employment. A higher
percentage, 22.2% of the respondents, believed that cashless policy in Nigeria will reduce cash related
robbery thereby reducing risk of carrying cash. The highest percentage of the respondents believed that
cashless policy will reduce cash related corruption (33.3%) and cashless policy will attract more foreign
investors to the country (33.3%).

www.iosrjournals.org 93 | Page



The Impact of Central Bank of Nigeria Cashless Policy in Nigeria Economy

Table 6: Benefits of Cashless Economy in

Benefits of Cashless Economy Percentage (%)
Increase employment 11.1%
Reduce cash related robbery 22.2%
Reduce cash related corruption 33.3%
Attract more foreign investment 33.3%
Total 100%

VI.  Conclusion

The study, impact of cashless economy in Nigeria, focused on the three major categories by which
Nigerians can be divided — traders, students and civil servants. More number of traders was sampled,
compared to students and civil servants, because they are more into business and financial transactions. More
so, a higher number of respondents within the age bracket of 18 and 25 years show that apart from students,
quite a number of Nigerian youth are also into trade.

This study shows that the introduction of cashless economy in Nigeria can be seen as a step in the
right direction. It is expected that its impact will be felt in modernization of Nigeria payment system, reduction
in the cost of banking services as well as reduction in high security and safety risks. This should also
include curbing banking related corruptions and fostering transparency.

It is also assumed that the introduction of cashless policy in Nigeria will help to reduce the amount
of bills and notes circulating in the economy. This should, therefore, reduce handling operation cost incurred
on conventional money, as well as reduction in cash related crimes. It should also help to provide easy
access to banking services for Nigerians.
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