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DRIVING FASTER FINANCIAL
INCLUSION IN DEVELOPING
NATIONS

06’exkmom docrioicens € ArbMePHAmueHa cmpamezis, aka mozia 6 cnpusmu 6ivu WEUOKOMY O0CAZHEHIO
BUCOK020 PisiHsL (Pinancosoi docmynnocmi 0 Kpain, wo pozsusaromocs. Lle saxcauso, ockiivku ¢inarncosa izo-
Aauis Oyia eusnauena SK 00un 3 pakmopis, w0 CmpuMyoms PO3GUMOK Kpain, uo possusaiomvcs. birvwicmo
3 HUX 3POOUNU Y3200%CeHi 3YCULLA 0N CTMUMYII06ANNS (PiHanco80i doCmynHoCcmi, ane uepes nozany pearisayiio
i, natuacmiuie, uepes HenPasUIbIY CMPaAmeziin, CnpamMosany na nPUcKopents 0ocmynnocmi, Oiivuicms Kpai,
W0 PO3BUBAIOMBCS, MAOMb OYJice BUCOKL NOKasHuKu i3oauii. lana npobiema posersdacmovcs na npuxiadi Hize-
Pii, 00niei 3 maxux Kpain, wo po3susaromvcs, axka nicis 4 poxie pearizauii cmpamezii docmynnocmi Qinancosoi
cpepu, 6 2012 p. nogidomuna npo 68 % eiduyacennss, a do 2020 p. — 80 %.

B x00i danozo docidicenis 6UKOPUCTOBYBANLACS TIMeEPAMYPHA MPian2yiayis O SULYUEHI NPAUE30AMHUX
anvmepuamue, Sxi Oyau npedcmasieni Ha OUCKYCIIHUX NANEIX 3 NPAKMUUHUM SHANHAM HAUZIPUUX 2e0N0Ji-
muunux son 6 Hizepii. 32iono 3 pisnumu seimamu npo poswupeny ginancosy docmyniicmo ¢ Hizepii (EFInA),
ue Ilieniuno-cxiona i Iieniuno-3axiona zeonorimuyuni 30Hu.

B pesyrvmami danozo docnidiceniis nokazamo, o 6 oHosAeHill cmpamezii BUKOPUCTOBYEMbCS CMAPA CUCTIE -
Ma cmpameziil UKII0UeHHs, SKa 00360AUNA GUKIIOUUMUY Oliviue 1100l Ha YUCI0BIL 0CHO6T, Hide 6 6a306ull pik
peanizauii cmpamezii. Taxum uunom, 8 ubomy 00caioNcenHi PEKOMEeHOYEMbCA CMPamezist NOUMOBXY WLAXOM Nepe-
opienmauii po3ymy euKmOUenux 0 npuckopenis (inancosoi docmynnocmi. lleudxa docmyniicmo, y Kpainoomy
euUNaoxy, ckopiwie, Hije MeMnu NPUPOCmy Haceienns, npusede 00 Kpauiozo inoekcy (Pinancosoi docmynnocmi
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1. Introduction

Financial Inclusion (FI) has been recognised as a potent
factor for accelerating economic growth of nations. It has
been observed that access to financial services has a critical
role to play in reducing extreme poverty, boosting and build-
ing sustainable economic growth, and achieving rapid deve-
lopment [1-3]. In order to accelerate this economic growth
of nations, the developmental policies of international bo-
dies, such as the International Monetary Fund (IMF) [4]
have been revisited and reviewed to provide the much
needed support to achieve their developmental goals. The
African Development Bank (AfDB) [5] also advocates an
all-encompassing financial inclusion which, would mobilize
much savings that could be used for investment by en-
trepreneurs thereby reducing poverty, unemployment and
crime tendencies among citizens. This, the AfDB further
advocates, would manifest into an increasing standard
of living of the poor rural populace. The author of [6]
submits that FI leads to faster and equitable growth of
nations. While authors of [7] posits FI as leading to fi-
nancial deepening. This realisation of the potentiality of
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FI drove a host of developing nations to the Maya 2011
convention where they committed to reducing financial
exclusion to at most 20 % by the year 2020. Nigeria, one
of the Maya declaration signatories commenced its inclu-
sion strategy by 2012 [8] while Zimbabwe, another signa-
tory, commenced its inclusion strategy implementation in
2016 [7] both with the same agreed target year of 2020.

With just a year to D-day, the envisaged target re-
mains far out of sight even for the diligent countries. Yet
direct inclusionary strategy literature remains scant and
unutilised for the available few. While a major strand of
extant literature dwell on components of FI only a few
such as the author of [9], motivated by his position at the
commonwealth secretariat, took a look at a strategy for
inclusion, in his case specifically, of women. The author
of [10] conducted a literature review to glean out best
practise strategies so that nations can borrow to boost
their financial inclusion. Additionally and considering the
Nigerian inclusionary strategy, the review report, conducted
between October 2017 and June 2018 [8], did not indicate
an awareness of any alternative perspective to strategy
for inclusion apart from the practitioners’. Let’s contribute
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to this minor strand of extant literature, in the spirit
of [10], for nations to adopt best practise inclusionary
strategies. This should serve as the catalyst to drive faster
achievement of financial inclusion in developing nations.
Additionally, to increase the possibility of usage by policy
makers, let’s ensure presentations in visible mediums. Let’s
achieve these goals through a triangulation of extant lite-
rature to extract workable ideas that were presented at
expert forums for discussions to identify alternative strate-
gies that report here. This report consists of an overview
of Financial Inclusion and the Nigerian, as a developing
nation, Financial Inclusion Strategy review and conclusions.

Communal existence involves systems through which
individuals serve their needs. Our financial needs, as mem-
bers of a society, are met through formal financial sys-
tems in different sectors of the economy. This can only
happen if citizens are connected to the system; that is
being financially included. It is a right of the citizens to
be included, as observed by [10] and it is beneficial to
the community to ensure the inclusion of all members of
a society [5, 6]. FI is a situation when an individual has
access to the services offered on the financial systems in
different sectors of a community. Both the author of [9]
and those of [11] believe that FI is not just access to
financial outlets but there should also be usage for an
acceleration of economic progress to be observed. The
author of [9] further adds that quality of the services
offered determine constant usage which is more potent
for the sought for economic progress. In the views of the
author of [12], the quality services offered must also be
affordable if the community is to ensure the inclusion of
the low income segment of the society who constitute the
often most excluded. The authors of [11] further assert
that citizens have to be included formally for there to be
a true acceleration of economic progress. To conclude, the
authors of [7], surmise that it is difficult to define the term
because of this multifaceted nature and that this leads to
a multipronged approach of different Governments. The
perspective of the African Development Bank (AfDB) on
FI is the most precise, when it states that «FI includes all
initiatives aimed at making formal financial services avail-
able, accessible and affordable...» [5]. A broader definition
is given by Central Bank of Nigeria (CBN) as <«financial
inclusion is achieved when adult Nigerians have easy ac-
cess to a broad range of formal financial services that meet
their needs at affordable costs» [8]. Both definitions indi-
cate the required formalness of the inclusion and that it
should be accessible and affordable. Let’s hasten to add
that there should be motivational policies to promote usage
as a most potent strategy to influence inclusion through
overcoming voluntary barriers.

Much of the growing literature on FI dwell on what
the authors of [13] term as the corollary of inclusion that
is exclusion. The thrust is that attention should be cen-
tred on the excluded to bring them back into the fold.
By identifying the barriers that creates exclusion, such
authors, hope to point out what needs to be removed to
achieve inclusion. On his part, the author of [14] posits
two sides of demand and supply from where financial exclu-
sion emanates. Literacy level, remote areas, disadvantaged
social group, and informal sources of credit are on the
demand side. On the supply side is a distance from banks,
inappropriate products, inconvenient timing, attitude of
staff, identification requirements and transactions cost.

To the authors of [2] these barriers for financial inclu-
sion are cost of the financial services, travel distance to
get the services, cumbersome paper work involved and
lack of demand for the financial products or services. The
author of [15] listed income, physical access, financial
literacy, affordability and eligibility as the stimulant to
financial exclusion. While the authors of [12] prefer to
view these barriers as making up voluntary and involun-
tary exclusions. The voluntary are those that motivate
individual to refuse inclusion while the involuntary are
those factors that deny individuals from inclusion even
when there is a desire to be included. For instance the
authors of [16], report that while people were enthusias-
tic about e-money only about 10-25 % actually got on
mostly due to lack of trust for the institutions and poor
mobile connectivity. A take away here is that a good
strategist must play the Devil’s advocate to provide a solu-
tion to every fathomable problem to successfully achieve
set objectives.

Thus, object of research is an alternative strategy that
could drive a faster achievement of higher rate of financial
inclusion for developing nations. Additionally, to increase the
possibility of usage by policy makers, let’s ensure presen-
tations in visible mediums. And the aim of this article is
to drive a faster financial inclusion for developing nations
for the achievement of the desired position by the stated
date agreed on by the Maya convention signatories.

2. Methods of research

The design of this study is Historical with the develop-
ing nations of the world as its population. It was con-
ducted in a descriptive style on Nigeria as a conveniently
selected developing nation. This decision was informed
from the fact of the high population of the country, the
high population growth rate, its high financial exclusion
rate, and its fervent desire to reduce the rate of exclusion.
The study further delimits the geographical area of the
study to the two geographical zones to the far north of
the country for being the zones of highest financial exclu-
sion in the country. The method adopted for the study is
literature triangulation with expert discussion panels in
the two selected zones. After all the research, a report is
delivered as a narrative, for coherence, and a most potent
strategy for the reduction of financial exclusion for devel-
oping nations is identified as a major conclusion.

3. Research results and discussion

Nigeria, as a Maya 2011 signatory, is one of the diligent
nations that instituted a forum earlier than most other
signatory nations. The forum was charged with the promul-
gation of strategies that can lead to the achievement of
the Maya goals by the target date. The National Financial
Inclusion Steering and Technical Committee (NFISTC)
swung into action in 2012 [8], with a programme code
named Vision 20:2020. That is to reduce financial exclu-
sion to at most 20 % by the year 2020. The targeted ser-
vices include payments, savings, credit, insurance, pension
and capital market products. As stated by CBN [8], the
major goal was to reduce the proportion of adult Nige-
rians that are financially excluded to 20 % in year 2020
from its baseline figure of 46.3 % in 2010. Nigeria has
made significant efforts in overcoming the inertia in the
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implementation of various initiatives in National Financial
Inclusion Strategy, more still needs to be done to:

— strengthen coordination with states;

— incorporate women, disadvantaged groups, MSMEs

(Micro, Small and Medium Enterprises) and geographi-

cal variations;

— strengthen existing monitoring and evaluation (M&E)

processes.

This necessitated the formation of a committee to re-
view progress towards the target as at 2016, the halfway
mark. The review committee consisted of core stakeholders
who include:

1. Regulators; CBN, National Communication Commis-
sion (NCC), National Insurance Commission (NAICOM),
Pension Commission (PENCOM), National Deposit In-
surance Commission (NDIC) and Securities and Exchange
Commission (SEC).

2. Financial services providers; Development Manage-
ment Banks (DMBs), Microfinance Banks (MBs), Digital
Financial Institutions (DFIs), Insurance Companies, Pen-
sion Funds Administrators and Assets Managers.

3. Other financial institutions; Mobile money operators
and other financial technology companies.

4. Public sector institutions; Federal Ministries, Na-
tional Identity Management Commission, Nigerian Postal
Services and Government Agencies and programmes.

5. Development partners; Non-Governmental Organisa-
tions and Multilateral Agencies.

6. Distribution Actors; Mobile network providers, Inter-
bank settlement providers and Super agents.

7. Users; Consumers and advocacy groups.

The review acknowledged the lofty goals set for the
National Financial Inclusion Strategy (NFIS) committee,
which included 70 target recommendations, including tar-
gets for overall financial inclusion as well as targets for
products, channels and enablers. It also confessed that
«Six years» from implementation progress was impeded
by «unforeseen socioeconomic factors» [8], that included
the economic recessions and security situations in parts
of Northern Nigeria, the slow take-up of Digital Financial
Services (DFS) and limited roll out of National Identity
Numbers. In passing, it is pertinent to note the discrepancy
of the period of review in the term of reference and the
period of review taken by the committee. However, the

report went ahead to paint a hopeful picture for the next
two years albeit with the same general strategies in place
and nothing new to overcome the unforeseen socioeconomic
barriers. It presented an overall target achievement, so
far, as depicted in Fig. 1.

Fig. 1 shows an apparent success story for FI in Nigeria
but a closer look indicates otherwise. It is originally from
Enhanced Financial Inclusion Agency (EFInA) [17], whose
definition of inclusion is broader to include the formal but
unbanked and the informally included. Subsequent to this
review date, the dismal performance is exposed further by
a drop of the percentage inclusion in 2018 to 36.8 % as
reported in [18]. Discrepancies exist for how the latter two
terms are to be measured as is noted in [17] that precise
definitions for each category are not available for all years.
Differences in data definitions may partially explain these
findings. A working definition, the committee used, for the
formal other include microfinance banks, insurance compa-
nies, pension funds and similar service providers. While the
informal include Non-Governmental Organizations (NGOs)
and financial cooperatives. One wonders how to get included
here without being banked. The CBN [8] definition of FI
recognises formal inclusion only. Additionally, the claim «Total
inclusion rose from 53.7 % in 2010 to 58.4 % in 2016»
is correct, taking the broader definition, but un-definitive
because population growth outpaces inclusion rate in Nigeria.
In that base year 31 million adults representing 36.5 % of
the population had access to any formal financial services
however by 2016, there were 40.1 million adults in Nigeria
that were financially excluded representing 41.6 % of the
adult population as indicated by the authors of [19]. This
means that more people were excluded by 2016, from any
notion of inclusion, than in the base year. In fact, about
10.1 million more people were excluded. A higher propor-
tion of this excluded population are in the northern part
of the country. Perhaps, there is more population growth
to the North than the Southern parts of the country as it
is unthinkable for 10.1 million people to downright close
down their accounts with Banks. A provided geopolitical
breakdown (Fig. 2) of percentage inclusions shows even
formal inclusions dropping for the three Northern geopoliti-
cal zones. This should have called for a special inclusion
strategy for the folks up north as they represent the critical
zones for national financial inclusion.

Nigeria financial inclusion rates over time, share of adult population (18+)

60.3%
53.7%

17.3%
17.4%

10.5%

2010

2012

- Banked
I:l Formally included but not banked
l:l Only informally included

60.5%

58.4%
11.9% 9.8%
12.3% 10.3%

2014
Formal inclusion has increased from 36.3% in 2010 to 48.6% in 2016
Total inclusion rose from 53.7% in 2010 to 58.4% in 2016.

2016

Fig. 1. The inclusion status of Nigeria by the date of review (8]
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gj)EFInA Financial Access by Geo-Political Zones

= For the first time since the survey was conductad in 2008, the geo-political zone with the highest

proportion of financially adults is the North Waest
North West 2012 2014 2016

North East
Formally Included ~ 23% | 35% | 24%

Formally Included  28% | 26% | 28%
Informal Onty 4% ) 9% | 8%
. 7 Informal Onhy 15% | 5% | 14%
Financially Excluded 64% | 56% | 70% e

I.Y Financially Excluded €0% | 68% | 62%

North Central 2012 | 2014 | 2016 !
Formally Included  48% | 45% | 48% South South 0
Informal Only 20% | 19% | 14% Formally Included 2% | 525 | smn
Fioancially Excloded :32% | 33% | 39% Informal Onty 18% | 15% | 14%

Financialty Excluded  30% | 33% | 31%
South West | 2012 2014 | 2016 | ‘t’ South East 2012 2014 2016
Formally Included  58% | 83% | 78% ‘) Formally Included  52% | 82% | 5%
Informal Onty 18% | 13% | 4% Informal Only 22% | 1% | 13%
Financizlly Excluded  25% | 25% | 18% Financially Excluded 26% | 25% | 28%

Fig. 2. Inclusion status by geopolitical zones [8]

The thrust of the refreshed NFIS (2018) is that the
CBN provides a more efficient structure and a more effec-
tive management of the structure while other Stakehold-
ers would be encouraged, policy-wise, to meet up with
targets; mostly in the pull factors category. Its laudable
for the CBN to provide such apex responsibility for it
being just that; the apex financial agency. But then this
thinking has restricted the robustness of the refreshed
strategy by delimiting scope to finance. Ultimately, it is
financial inclusion that is on the table but it is rather
restrictive to think in this term only. The zonal inclusion
picture clearly indicates the North-west and North-east
Geo-political zones to be the most excluded zones in Ni-
geria. These are the zones also most associated with the
worst case of poverty in the country. The author of [6]
had indicated exclusion as a major socio-economic problem
and advocated for poverty reduction to reduce financial
exclusion. In building the structure, therefore, social insti-
tutions, such as the National Orientation Agency (NOA)
and other northern Nigeria core interest organisation like
the Northern Nigeria Development Corporation (NNDC),
should be included as Stakeholders. The first institution
reorients the mind to bestow trust on the financial system
which can overcome voluntary exclusion while the second
can help in driving a faster poverty eradication programme.
In agreement with the authors of [6, 20] positioned that
FI is about access and use of financial services. This calls
for developing willingness and an ability to access and use
financial services that can only developed by an apprecia-
tion of the none-financial factors that lead to exclusion.
So while financial literacy modules, in our curricular of
Management Sciences, are good enough for the long-run,
an orientation and reorientation to recent developments
would be more effective in reducing voluntary exclusions.
When included, overcoming poverty is just a matter of
time which has an attendant advantage for inclusion. In
their study, the authors of [21], opined that a man, edu-
cated, and rich is more likely to be financially included
than other wise.

That restrictive thinking has also led to a frenzy of
activities, by the CBN, to drive capital availability. One
of such activities is the recent upward review of Banks’
Loan to Deposit Ratio (LDR), first to 60 % then to

65 % and now expected to be raised to 70 % by January
2020 [22]. This move has an attendant risk as observed
in history. The authors of [23] mentioned that in the
1990s microfinance institutions were one of the tools
used in enhancing financial inclusion all over the world.
Nearly two decades thereafter, microfinance institutions
began to show sign of problems as a result of high un-
paid bills. Even the number of very poor clients began
to go down. Stakeholders such as Financial Inclusion
Experts Group (FIEG), the United Nations Capital De-
velopment Fund (UNCDF), the Better than Cash Alliance,
the Bill & Melinda Gates Foundation, and other private
players (MasterCard, Visa and Crédit Suisse) concluded,
during a G20 summit at Pittsburgh in 2009, that micro-
finance institutions failed to perform up to expectations
after two decades [24]. Microfinance institutions were
concentrating on lending which is only one aspects of
inclusion among many. With these consequences in mind
this overdrive policy of the CBN, to motivate lending,
becomes suspect. Its workability is also suspect up North
of Nigeria given the socioeconomic factors decried by the
initial inclusion committee. The northerners predominantly
have a multi-dependants household in which members do
not necessarily operate Bank accounts. In such a situa-
tion, an increased willingness of banks to lend can only
pull in the bread winner of the household. This leaves
the FI rate of the nation unchanged.

The authors of [25] observed that countries differ in
their strategy and the policies geared towards financial
inclusion. At the time India and China scored high in
micro insurance, Kenya is doing well in mobile and elec-
tronic payments while Peru excelled in regulations and
supervisions on savings and micro credit. These show that
countries need to study their peculiarity and develop
policies that will address the financial inclusion in their
domain. The two geopolitical zones to the far north of
Nigeria are critical to its overall FI. The North, being
predominantly occupied by Muslims, is not exactly illiterate
in the strict sense of word. They had their system of
education, based on the predominant Islamic faith in the
region, decades before the white man touched the shores
of Nigeria. This refreshed strategy, therefore, could go
a long way in achieving its target if it can overcome the
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political jingoism of Islamising the country to throw in
a tactic of including Arabic alphabets albeit in Hausa and
or any other indigenous language as an option in publica-
tions and operating languages of robotics. This addition,
for instance, can influence the attitude of the Northerner
towards the Automatic Teller Machines (ATMs) and the
slow decker Takaful. In addition to the language medium,
the inclusion of the National Orientation Agency, men-
tioned earlier, gains an added importance from the studies
reported in [19, 26], both being on financial inclusion in
Nigeria through Takaful — a form of insurance based on the
Islamic faith. While the authors of [26] conducted their
study in the North-west geopolitical zone of Nigeria, the
authors of [19] conducted their own study in the North-east
geopolitical zone and both studies advocated for a re-
orientation of the mind to adjust the attitude towards
Takaful, specifically, and FI in general. This gives emphasis
to reorientation of the mind towards the acceptance of
modern phenomena, especially those that might be fully
understood due to some inherent barriers.

According to the author of [27], Alliance for Financial
Inclusion (AFI) is collaborating with almost a hundred
countries (developed and developing) to pursue financial
inclusion in a large scale by designing national strategy
for financial inclusion for the countries involved. The stra-
tegies involved are geared towards motivating bank ac-
count deposits, withdrawals, transfers, payment and micro
credit among others: Access and usage of Bank accounts.
A simple way to accomplish this, as the author of [28]
observed, is by the provision of infrastructure and ena-
bling technology that will go a long way in enhancing FI.
He considers cell phone as one of the instruments that
can be used which requires a dependable infrastructure
related to stable network and wide coverage to operate
efficiently and effectively. Additionally, such technology
will reduce the cost of providing the financial services
tremendously.

The refreshed inclusion strategy looks to specifically
address e-payments, savings, credits, insurance and pension
majorly through additional outlets. This may convert access
barriers to inclusion but even for a one-to-one ATM to
citizen situation without attitudinal changes in the citizen
a voluntary barrier to exclusion can’t be converted. And
some situations do promote this voluntary exclusion. It
could be a relief if one does not have to remember an
account number, a Bank verification number, a sort code,
a Government Integrated Financial Information System
code, a secret pin number and a Tax Identification Num-
ber (TIN) just to run an account with a Bank. This is all
in addition to one’s employee number, National Identifi-
cation Number and age, which is almost always required
as if it matters in making payments. This calls for more
attention while building financial inclusion policies to
the issues like; financial literacy in our schools, villages,
markets, motor parks and even religious institutions. Also
all barriers preventing minors from enjoying financial ser-
vices should be reviewed. Women should be encouraged
and favoured while giving social benefits by government
in rural areas.

4. Conclusions

FI has been confirmed to be paramount in the eradica-
tion of poverty and for the promotion of a faster economic

growth. The Nigerian nation, like most other developing
nations, has diligently put in place a strategy to lower
financial exclusion to as low as 20 % by the year 2020.
However, the two far north geopolitical zones of Nigeria
have been and are still the bottleneck to higher FI. In
this period of strategizing to raise the rate of inclusion,
in fact, numerically more people were excluded by a higher
rate of population growth. Conclusively, from our appraisal
of the literature, a most potent strategy to drive faster
financial inclusion would be to determine the particular
proximate cause of self-exclusion for the two geopolitical
zones for mitigation. The push strategy is therefore our
most ardent recommendation, in congruency with the pull
strategy adopted by the original National Inclusion Stra-
tegy. This, let’s conclude, if adopted can drive a faster FI
for all developing nations that are in a similar situation.

In the future a similar study could be undertaken
empirically to determine all the factors that could have
any bearing on the decision to utilise a financial facility.
Such a study should dig deep at more personal level of
the members of these highly excluded zones.
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