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ABSTRACT 

This study examined the trend and 

barriers to financial inclusion in Nigeria 

over the period of 2008-2018. The 

research design adopted was content 

analysis technique which was employed 

to review existing literature on financial 

inclusion. The study found that the 

barriers to financial inclusion in Nigeria 

are irregular income; unemployment; 

high cost of financial transaction; banks 

are too far; documentation procedure is 

too much; financial illiteracy and 

preference for cash. The study also 

found found that South West, South 

South and South East have the highest 

level of financial inclusion while North 

West and North East have the highest 

level of financial exclusion. The study 

concluded that the major barriers to 

financial inclusion in Nigeria are 

irregular income, far location of banks 

and unemployment rate and that the 

rate of financial inclusion in Nigeria 

from 2008-2018 is 34.6%. This 

implication of the finding is that 

affordability of financial services and 

institutional exclusion are the major 

barriers to financial inclusion in Nigeria. 

The study recommended that the 

barriers to financial inclusion should be 

overcome through enhanced 

technological innovation in financial 

service delivery and that the high rate of 

financial exclusion in Nigeria should be 

tackled through policies that will create 

employment, raise income level and 

bank penetration in addition to pursuing 

enhanced financial literacy level in 

Nigeria.  

Keywords: Financial inclusion, Financial exclusion, Financial literacy, Financial services. 

INTRODUCTION 

Financial inclusion is currently a topical 

research issue especially in developing 

countries where financial exclusion is 

still high. Nigeria as one of the 

developing countries currently has 37% 

rate of financial exclusion which is the 

highest in Africa [1]. Burgeoning 

literature on finance have shown that 

there is a strong link between financial 

inclusion and inclusive growth and 

development [2]; [3]. Access to finance 

can facilitate the poorest of the 

population to improve their economic 

situation, particularly in developing 

countries. In the developing countries, 

many adults including farmers, women, 

micro, small and medium scale 

entrepreneurs and rural habitants are 

excluded from formal financial services 

or under-served and have limited access 

to finance [4].  

In view of the importance of financial 

inclusion to inclusive economic growth 

of countries; the Nigerian government 

through the Central Bank of Nigeria 

(CBN) launched her First National 

Financial Inclusion Strategy (NFIS) in 

October, 2012. The financial inclusion 

strategy aims at ensuring that the 

financial excluded are financially 

included. The objective of financial 

inclusion is to extend the scope of 

activities of the organized financial 

system to include within its ambit 

people with low incomes [5]. [6] states 

that financial inclusion is said to be 

achieved when adult Nigerians have 

easy access to a broad range of financial 

services that meets the financial needs 

of the people at affordable cost. Greater 

financial inclusion according to [7] is 

achieved when every economic activity, 

geographical region and segments of the 

society have access to financial 

information, financial assistance, 

financial services and financing with 
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ease and at minimum cost. Financial 

inclusion have the capacity to promote 

balanced growth through its process of 

facilitating savings and investment and 

thus causing efficient resource 

allocation from surplus economic 

sectors of the society to deficit 

economic sectors of the society.  

The importance of financial inclusion 

arises from the problem of financial 

exclusion of almost 3 billion adults from 

the formal financial services across the 

world [8]. [9] define financial inclusion 

as the availability of banking services at 

affordable rate to a large segment of the 

vulnerable and low-income groups. [10] 

describes financial inclusion as the 

timely delivery of financial services to 

disadvantaged section of the society. 

Therefore, financial inclusion implies 

not only access but usage of a full range 

of financial services including but not 

limited to payment, savings, credit, 

insurance and pension products. 

Financial exclusion on the other hand 

describes a situation where adults do 

not have access and usage of deposit 

money banks, other formal or any 

informal financial services. The 

implication is that if the financially 

excluded wish to borrow or remit funds 

they do so through family and friends 

and if they save, they save at home as 

well. 

An increasing number of countries are 

introducing comprehensive measures to 

improve access to and use of financial 

services. International organizations, 

including the G-20 and the World Bank, 

are also beginning to formulate 

strategies to promote financial 

inclusion. In recent years more than 50 

countries have set formal targets and 

ambitious goals for financial inclusion 

[11]. Growing body of literature suggest 

that financial inclusion has significant 

benefits for both individuals and firms. 

[12] [13] have shown that access to 

savings instruments increases savings, 

productive investments, consumption 

and female empowerment. On the other 

hand, lack of access to finance has been 

shown to lead to poverty traps and to 

inequality [14]; [15]. Access to finance 

has also been shown to promote greater 

innovation in financial services delivery 

[16]. 

From the foregoing it is imperative to 

note that allowing broad access to 

financial services without barriers to 

their use might lead to greater inclusive 

financial systems which are likely to 

benefit the low income earners and the 

unbanked adult population of the 

society. Without inclusive financial 

systems, low income earners and poor 

people are most likely to rely on their 

own resources to meet their financial 

needs which is prone to systemic shocks 

[18]. This study examines trend in 

financial and barriers to financial 

inclusion in Nigeria.  

Statement of the Problem 

Nigerian government initiated the 

national financial inclusion policy with a 

view to improving financial deepening 

and boosting access and usage of formal 

financial services by the low income 

earners, unbanked and under-banked 

adult population in rural and urban 

communities in the country. Such 

formal financial services include loans, 

savings, payment services and other 

related services. However, after this 

financial inclusion policy was 

implemented, the rate of access to and 

usage of formal financial services in 

Nigeria is still very low. For instance in 

2018, Nigeria with a fairly large banked 

population of 39.7% has 37% financially 

excluded adults which is the highest in 

Africa. This situation is not peculiar to 

Nigeria as about half of the adult world 

population is unbanked, and more than 

70% of the adult populations in 

developing countries do not use formal 

financial services [19].  

The common barriers to financial 

inclusion that have been documented in 

literature include: financial illiteracy; 

low income level, physical 

infrastructure and barriers related to 

legal and institutional frameworks. 

However, empirical evidence [20] 

indicated that there are variation of 

barriers to financial inclusion that are 

not common among developing 

countries. Therefore, identifying 

country-specific challenges to financial 

access and usage have been identified 

as the likely barriers to financial 

inclusion in Nigeria. Despite the 

relevance of estimating country-specific 

factors that might encourage enhanced 

financial inclusion and stimulate 

inclusive economic growth; this area of 

study to best of our knowledge has 
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remained less investigated. This might 

suggest that the policy options applied 

by the government towards resolving 

the issue of barriers to financial 

inclusion in Nigeria are based more on 

theoretical arguments or, at best, on 

foreign empirical evidence. This study 

therefore examines the trend and 

barriers to financial inclusion in Nigeria. 

Objectives of the Study 

The broad objective of this study is to 

examine the trend and barriers to 

financial inclusion in Nigeria. 

Specifically, the objectives of study 

were as following:  

i. To ascertain the barriers to 

financial inclusion in Nigeria. 

ii. To examine the trend of financial 

inclusion in Nigeria.  

 

Implications of the Study 

Specifically, the study will be of great 

relevance to stakeholders and the 

society at large because it will bring to 

fore the status, trend and barriers to 

financial inclusion that are peculiar to 

Nigeria.  

The second implication of the study is 

that this research will help the 

government at all levels in policy 

formulation especially as it concerns 

tackling the problems of rising level of 

financial exclusion and its effect on 

government effort to achieve 

sustainable and inclusive economic 

growth in Nigeria. 

The study will also be of great 

importance to the researcher because it 

will widen his knowledge and address 

the knowledge gap in literature on the 

trend and barriers to financial inclusion 

in Nigeria.  

REVIEW OF RELATED LITERATURE 

Conceptual Review 

Concept of Financial Inclusion: 

Financial inclusion has been viewed by 

different authors in various ways. [21] 

defined financial inclusion as the 

process by which access to and the use 

of formal financial services are 

maximized, whilst minimizing 

unintended barriers, perceived as such 

by those individuals who do not take 

part in the formal financial system. [22] 

defined financial inclusion as the 

organized efforts aiming at the 

availability of financial services for 

everyone particularly for poor and 

deprived. [23] described the financially 

included as those adult population of 

18years and above who have/use 

financial products and or services 

provided by the formal and informal 

institutions or arrangements. Financial 

inclusion therefore primarily focuses on 

extending financial services to the poor, 

low income earners and unbanked 

population of the society. Financial 

inclusion has in the recent years gained 

tremendous attention due to its 

relevance for inclusive growth which 

emphasizes equitable access and use to 

financial services provided by the 

formal and informal financial 

institutions. 

 

 

 

 

 

 

 

 

 

 

Total adult population 18 years and above in Nigeria 

 

Financially included are those that have/use financial 

products and/or services offered by formal and/or informal 

institutions 

Formal financially included individuals are 

those who have/use formal financial products 

and/or services provided by a regulated 

financial institution (bank and/or non-bank 

institutions) 

Informal financially included individual 

are those that do not have/use financial 

products and/or services which are not 

regulated  

 

Financially excluded are those that -

do not have/use any financial 

products and/or services provided by 

formal and/or informal institutions 
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Figure 1: Conceptual Framework of Financial Inclusion 

Barriers to Financial Inclusion in Nigeria: Figure 2 below presents the country-specific 

barriers to financial inclusion in Nigeria based on the empirical evidence provided by 

EFInA (2018) Survey in Nigeria.  The survey conducted indicated that there are 60.1 

million unbanked adult in Nigeria. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Country Specific Barriers to Financial Inclusion in Nigeria   

1. Analysis of the barriers to 

financial inclusion in Nigeria 

(Figure 2) indicated that irregular 

income was cited by 35% 

representing 21,035,000 million 

unbanked adults population as a 

major barrier to financial 

inclusion. The per capita income 

of less than a dollar per day 

coupled with the irregular cash 

flow of the unbanked sustains 

the high rate of financial 

exclusion in developing countries 

[24]. [25] state that even though 

the level of financial exclusion 

varies across the world, it is 

mainly the same group of people 

(low income earners or people 

with similar history of bad debt) 

that are affected.  

2. Banks are too far was the next 

most frequently cited barrier to 

financial inclusion. Figure 2 

showed that 23% representing 

13,823,000 million unbanked 

adult population in Nigeria held 

the view that institutional 

exclusion (Banks are too far) was 

another major barrier financial 

inclusion in Nigeria. The problem 

of distance to banks is 

compounded by the topography, 

the type of occupation and 

settlement pattern of the people 

in the rural communities. The 

settlement pattern in most local 

communities makes the 

establishment of banks 

commercially unviable, 

unprofitable and unsustainable.  

3. Don’t have a job was another 

major barrier to financial 

inclusion in Nigeria. The analysis 

in Fig. 2 indicated that 20% 

representing 12,020,000 million 

unbanked adult identified the 

increasing unemployment rate as 

a major barrier to financial in 

Nigeria. The poverty level is high 

and the income level is low and 

unpredictable. This makes it 

virtually impossible for people to 

save in their traditional pattern 

let alone saving in the formal 

financial institutions. The dollar 

per day index which is a popular 

measure of poverty level shows 

that 63% of Nigerians are living 

under the poverty level [26].  

4. High cost of accessing financial 

services was further identified as 

a barrier to financial inclusion in 

Nigeria. From the analysis, 12% 

representing 7,212,000 million 

Financially included 

individuals who are banked 

and have/use financial 

products/services provided by 

deposit money banks 

 

Financially included individuals are those served 

by other formal financial institutions who 

have/use financial products/services provided by 

other regulated Non-Deposit Money Bank 

financial institutions 

 

35% 
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20% 
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11% 
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Irregular income  

Banks are too far  

Don’t have a job  

Costs too much  

Prefer cash  
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Too much documentation 

involved 
No reason  

It is expensive to have a 

bank account  
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unbanked adult population 

allude to the fact that 

affordability of formal financial 

services remains a great 

challenge financial inclusion in 

Nigeria. Clearly, the fixed costs 

associated with opening and 

maintaining an account and other 

fees and commissions constitute 

barriers to financial inclusion in 

Nigeria. 

5. The analysis showed that 11% of 

the unbanked adult population 

affirmed that preference of 

holding cash against 

having/using financial services 

was a barrier to financial 

inclusion in Nigeria. The poor 

and low income rural dwellers in 

the local and remote 

communities in most developing 

countries are predominantly 

farmers and have 

cultural/traditional ways of 

building assets through 

accumulation of non-financial 

savings in livestock, cash crops 

and farmland some of which 

have cultural/spiritual 

affiliations. Moreover, wealth of 

individuals are measured in 

relation to non-financial assets 

accumulated by such individuals. 

In some cases traditional titles, 

traditional marriages and social 

status are ascribed to individuals 

based on the non-financial 

physical assets such individuals 

have. These cultural belief and 

ways of storing values justify 

why people would willingly 

prefer to be financially excluded.  

6. Financial illiteracy: Inadequate 

financial knowledge and 

understanding occasioned by 

sustained financial illiteracy have 

been identified as one of the 

barrier to financial inclusion [27]; 

[28]. The analysis showed that 

10% of the unbanked adult 

population opined that they are 

not aware of the financial 

products and services obtainable 

from the formal financial 

institutions. Most people in the 

rural communities still feel that 

formal banking services are 

meant for the rich, civil and 

public servants who are salary 

earners. Therefore, inadequate 

financial knowledge and 

understanding of the financial 

products and services, 

procedures involved and the 

benefits derivable from formal 

financial services account for the 

reasons why the financial 

illiterate people in the society 

would decide to remain 

financially excluded.   

Trend in Financial Inclusion in Nigeria 

 The state of financial inclusion can be viewed at national and geopolitical levels.  

 

Table 1: Financial Inclusion at National Level 

Years Adult Population 

(Million) 

Financially 

Included 

Financially Excluded  

2008 86.6 41.2Million (47.6%) 45.4Million (52.4%) 

2010 84.7 45.5Million (53.7%) 39.2Million (46.3%) 

2012 87.9 53Million (60.3%) 34.9Million (39.7%) 

2014 93.5 56.6Million (60.5%) 36.9Million (39.5%) 

2016  96.4 56.3Million (58.4%) 40.1Million (41.6%) 

2018 99.6 63Million (63.2%) 36.6Million (36.8%) 

Source: EFInA (2018) survey 

 

Table 1 indicated that between 2008 and 

2018, the financially included adult 

population increased from 41.2million 

to 63million. This represents a 34.6% 

increase in financial inclusion between 

2008 and 2018. 

Nigeria has six geopolitical zones 

namely: North West, North Central 

including Federal Capital Territory 

(FCT), South West, North East, South East 

and South South. EFInA (2018) survey 

indicated that South West, South South 

and South East geopolitical zones have 

the highest level of financial inclusion 

at 81%, 77% and 71%. The survey further 

revealed that in 2018, North West and 

North East have the highest level of 

financial exclusion at 62% and 55% 

respectively.  
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Empirical Review 

[29] used a discriminant function model 

to analyze the determinants of financial 

inclusion in Northern Ghana. The study 

used primary data elicited through 

survey questionnaires administered on a 

total of 400 households selected 

systematically. The estimated 

discriminant function model found that 

the most significant determinants of 

financial inclusion in Northern Ghana in 

order of importance were Age, Cost, 

Capability, Literacy, Distance, and 

Employment. The study concluded that 

there is the need for government to 

make coordinated efforts towards 

addressing these determinants so as to 

broaden financial inclusion, thereby 

contributing to poverty reduction and 

lower income inequalities in the area. 

[30] carried out a study on the 

implications of financial literacy on 

home ownership of English and Welsh 

households using survey data and pane 

regression model. The study measured 

household financial literacy related to 

mortgages, including concepts such as 

loan duration, interest compounding 

and amortization. The study found that 

in the population studied, mortgage 

financial literacy is generally low and 

among renters, mortgage financial 

literacy is substantially worse than 

among homeowners. Econometric 

estimates showed that mortgage 

financial literacy predicts home 

ownership for younger, but not for older 

households. It was concluded that 

young homeowners with poorer 

financial literacy take on larger 

mortgage debts and are more likely to 

use alternative mortgage products than 

the elderly homeowners. 

[23] examined the implications of 

financial inclusion on inclusive 

economic growth in Pakistan. 

Specifically, the study examined the 

state of financial inclusion and its 

significance for inclusive growth in 

Pakistan. Data for the study was sourced 

from Global Findex database while the 

Probit model was adopted to estimate 

the determinants of financial inclusion 

in Pakistan. The study found that 

education level, income and gender 

discrimination are important 

determining factors of financial 

inclusion. The study equally found that 

lack of money and requisite formalities 

are significant barriers to financial 

inclusion in Pakistan. It was 

recommended that comprehensive and 

easy financial access to all segments of 

the society is necessary in other to 

promote and enhance sustainable 

inclusive economic growth in Pakistan. 

[12] examined financial inclusion as a 

tool for poverty alleviation and income 

redistribution in developing countries 

with special reference to Nigeria. The 

study used qualitative analytical 

techniques to explore financial inclusion 

efforts at global level and financial 

inclusion strategy developed in Nigeria 

to reduce financial exclusion. The study 

found that financial inclusion is an 

important tool for poverty alleviation 

and income redistribution in developing 

countries particularly in Nigeria. 

[17] investigated the impact of financial 

inclusion on monetary policy in Nigeria 

for the period 1980 to 2012 using a 

multiple regression model. The study 

evaluated various measures of financial 

inclusion and found that financial 

inclusion is a veritable strategy for 

improving the effectiveness of monetary 

policy in Nigeria. The study concluded 

that the number of bank branches as a 

measure of financial inclusion does not 

translate to enhanced financial inclusion 

because the main purpose of having 

clusters of bank branches is to enhance 

bank profitability. 

[26] investigated the determinants of 

financial inclusion in Western Africa 

with specific focus on Ghana. The study 

used Logit model estimated using 

STATA (Version II) to estimate the 

determinants of individual’s inclusion in 

the formal financial market. Data used 

were generated from 1000 individual 

adults across different wealth classes, 

occupation, geographic location, gender 

and generations in Ghana. The result 

showed that only 2 in 5 adults are 

included in the formal financial sector 

of Ghana. The study also found that the 

significant determinants of financial 
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inclusion in Ghana include age of 

individuals, literacy level, wealth class, 

distance to financial institutions, lack of 

documentation, lack of trust for formal 

financial institutions, money poverty 

and social network as reflected in family 

relations.  

[18] examined financial inclusion and 

financial sector stability in Kenya using 

a review of literature approach. The 

study found that the degree of financial 

inclusion is low in Kenya and that 

financial inclusion is a sub-set of social 

exclusion. The study concluded that 

enhanced measures of financial 

inclusion should be applied. The study 

recommended that informal financial 

services should be integrated into the 

formal financial services, since they 

play a big role in developing countries. 

[26] investigated financial inclusion in 

Bengal State in India using a 

multidimensional approach for 

constructing an index of financial 

inclusion. The dimensions of financial 

inclusion index were namely banking 

penetration, availability of banking 

services, and usage of the banking 

system. The study finds that only one of 

the eighteen districts studied has a high 

index of financial inclusion (IFI) while 

the others have low IFI. The implication 

is that there is still increased and 

persistent patronage of informal 

institutions and money lenders despite 

the financial inclusion initiatives put in 

place in Bengal State of India. 

Theoretical Framework 

The study adopted two theoretical 

frameworks namely Technological 

Acceptance Model (TAM) and Diffusion 

of Innovation (DOI) Theories.  

Technological Acceptance Model 

(TAM)  

This theory was propounded by Fred 

Davies in 1989. The model assumes that 

when users of information are presented 

with new technology, a number of 

factors would influence their decision 

on how and when to use it. The theory 

sought to determine how users of 

financial services accept and use 

technological changes in financial 

services delivery. The theory offers 

useful insight on the likely barrier to 

access and use of financial services that 

might impede on financial inclusion in 

Nigeria. TAM offers the opportunity to 

explain why the financially excluded 

people would decide to remain 

financially excluded or informally 

served.  

Diffusion of Innovation Theory (DOI)  

The theory was propounded by Gabriel 

Trade in 1890. The theory aims at 

explaining why, how and the degree to 

which new ideas and technology spread 

through cultures. Diffusion here refers 

to the process by which innovations in 

financial products and services are 

communicated through certain channels 

(electronic channels) over time to the 

financially excluded and under-served 

members of the society. 

Issues/Gaps 

1. Inspite of the relevance of 

financial to sustainable and 

inclusive economic growth; the 

country specific barriers to 

financial inclusion in Nigeria 

have remained less investigated. 

Nigeria has 37% level of financial 

exclusion which is the highest in 

Africa.  Therefore, the issue/gap 

remains that identifying the 

peculiar barriers to financial 

inclusion in Nigeria is imperative 

to the country’s quest of 

achieving inclusive growth 

through financial inclusion.  

2. Ascertaining the trend and 

pattern of financial inclusion at 

national, geopolitical zones and 

state levels is very critical to 

achieving a robust and inclusive 

economic growth. The issue/gap 

is that estimating the trend and 

pattern of financial inclusion is a 

prerequisite to achieving and 

sustaining National Financial 

Inclusion Strategy of the Central 

Bank of Nigeria is aimed at 

ensuring that the financially 

excluded have access and usage 

of financial services at affordable 

rate.  

Outcomes 

The outcome of the study are as follows: 

1. The study found that the barriers 

to financial inclusion in Nigeria 

are irregular income; 

unemployment; high cost of 

financial transaction; banks are 

too far; documentation 

procedure is too much; financial 

illiteracy and preference for 
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cash. The implication is that the 

barriers to financial inclusion in 

Nigeria falls under four 

categories namely: affordability 

of financial services, institutional 

exclusion, attitudes/perception 

and others.  

2. The study also found that 

between 2008 and 2018, the level 

financial inclusion in Nigeria 

increased by 34.6%. The study 

further revealed that South West, 

South South and South East 

geopolitical zones have the 

highest level of financial 

inclusion in Nigeria at 81%, 77% 

and 71% while North West and 

North East have the highest level 

of financial exclusion at 62% and 

55% respectively. 

CONCLUSION  

The study concluded that the major 

barriers to financial inclusion in Nigeria 

are irregular income, far location of 

banks and unemployment rate. This 

implies that affordability of financial 

services and institutional exclusion are 

major barriers to financial inclusion in 

Nigeria. In terms of the trend in 

financial inclusion, the study 

concluded that the rate of financial 

inclusion in Nigeria from 2008-2018 is 

34.6%. At the level of geopolitical 

zones, it was concluded that South 

West, South South and South East 

geopolitical zones have the highest 

level of financial inclusion at 81%, 77% 

and 71% while North West and North 

East have the highest level of financial 

exclusion at 62% and 55% respectively.  

RECOMMENDATIONS 

The study recommended as follows: 

1. That the barriers to financial 

inclusion should be overcome 

through enhanced technological 

innovation in financial service 

delivery as well  as sustained 

financial literacy programmes 

targeted at improving the 

financial knowledge and access 

of the financially excluded 

people in Nigeria.  

2. That the high rate of financial 

exclusion in Nigeria should be 

tackled through policies that will 

create employment, raise income 

level and bank penetration in 

addition to pursuing enhanced 

financial literacy level in Nigeria.
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