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ABSTRACT
The Nigerian economy is predominantly cash-driven, and any Payment System innovation must be very near and reliable to address the high demand for cash by the people. Currently, the Nigerian Payment System is characterized by a mixture of both cash or currency systems and non-cash Payment Systems. This paper looked at the full implementation of the Cashless policy by the Central Bank of Nigeria and the reaction by the public. The research through a descriptive method, carried out the assessment of the Nigerian Payment System in the post-COVID ERA.  The study concluded that, though many innovations have been made to improve the Nigerian payment system by the Monetary Authority in Nigeria (CBN) which regulates the payment system, much needs to be done to ensure the confidence of the people in the cashless payment system, as the Nigerian economy is still a cash-driven economy.
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INTRODUCTION
The payment system is a major segment of the financial system. This is because all exchange of goods and services greatly depends on the effectiveness and efficiency of the payment system. The Nigerian payment system came into place following the issue of barter double coincidence of want and the global introduction of money as a generally accepted medium of exchange, which helped in resolving the shortcoming of a trade by barter system for the exchange of goods and services.
Monetary authorities all over the world strive to ensure the confidence of the public in the financial system through a robust payment system. The stability of the financial system cannot be achieved without a good and well-secured payment system. An efficient payment system will reduce liquidity risk, credit risk, and legal and regulatory risks and promote confidence in the financial system. A prompt and reliable payment system will enable economic units to leverage emerging technological advancements and innovations at a reduced cost and high speed of settlement. The research work will focus her discourse on the Nigerian Payment System, issues and challenges, evolution, trends in both global and local payment systems, and opportunities the Nigerian Payment system presents to the growth of the Nigerian economy.
CONCEPTUAL REVIEW.	
THE CONCEPT OF PAYMENT SYSTEM: A payment system is a set of instruments, bank procedures, and, usually, interbank fund transfer systems that guarantee the circulation of money. Summer (2012) defined the payment system as an operational network governed by laws, rules, and standards that link bank accounts and provide the functionality of monetary exchange using bank deposits. Banco de Mexico (2023) According to ECB (2010) in CBN (2021), a payments system refers to the established infrastructure (institutions, people, set of instruments, rules, procedures, standards, and computer networks) through which financial obligations are discharged by economic agents. It entails the physical and organizational structure that enables the transfer of value between parties discharging mutual obligations. In other words, a payments system refers to an arrangement in the financial system that supports the transfer of funds from suppliers/savers to users/borrowers, and from payers to payees, usually through the exchange of obligations by financial institutions. The research work, therefore, defined a payment system as an organized and regulated system of settlement for the transfer and exchange of goods and services between one party -the payer and another party the payee, using established instruments of the financial system and services of the financial institutions.
EMPIRICAL REVIEW
Several studies have examined the impact of electronic payment systems (EPS) on Nigeria’s economic performance:
Amadiokoro et al. (2023) analyzed quarterly data (2009–2019) using OLS, Johansen Cointegration, and Granger Causality tests. Findings show that mobile payments positively influence economic growth, while POS and web payments have mixed or negative effects. The study recommends strengthening POS infrastructure to reduce transaction failures. 
 Zwingina et al. (2023) employed ARDL models to assess EPS (ATM, POS, WebPay) and GDP. Results indicate a positive long-run relationship between EPS and economic growth, emphasizing the need for improved digital infrastructure. 
Ihegboro (2022) found that e-banking channels (ATM, POS, mobile banking) significantly impact GDP, with evidence of Granger causality between EPS and economic growth. 
Samuel & Emenyi (2024) explored the link between cashless] policy (POS, ATM, web transactions) and GDP (2013–2022). POS and ATM transactions showed a positive but insignificant effect, while web transactions had an inverse relationship. Omubo-Pepple (2023) examined EPS and inflation using OLS regression. ATM and POS significantly increase inflation, while web and mobile payments have positive but insignificant effects.
 Oyelami et al. (2020) used survey and regression analysis to show that convenience, trust, and security drive e-payment adoption, which in turn boosts consumer spending and aggregate demand. Daniel (2024) assessed fintech channels (ATM, POS, mobile transfers) and GDP using ECM. Results confirm a long-run positive relationship, but web payments negatively affect growth. 
Iwedi (2023) found that ATMs and mobile banking apps significantly enhance GDP, while POS has no significant effect and e-wallets negatively impact growth. Adesina et al. (2025) surveyed 300 SMEs in Lagos, revealing that e-payment adoption explains 52% of profitability variation and improves customer growth, despite infrastructure challenges. Ihenyen & Egba (2024) studied EPS and stamp duty tax revenue. Web-based payments significantly improve tax collection, while POS and USSD have limited impact. 
The above empirical studies evidently showed that the Nigerian payment system present challenges and opportunities helpful for economic growth.
METHODOLOGY:
This review adopts a literature-based approach, analysing reports from the Central Bank of Nigeria (CBN) publications, Published Journals and Papers, Textbooks and reputable media sources. Data were synthesized to identify patterns, trends, and implications for policy and practice covering the period from 2012-2021.
EVOLUTION OF THE NIGERIAN PAYMENT SYSTEM:
The Payment system plays a fundamental role in any economy as it remains the major means for inter-sector, inter-industry, company vs company, and interpersonal financial dealings and transactions to aid economic growth. In the view of the World Bank (2021), “Nigeria is predominantly a cash-based economy, as a result, there was a need felt to develop a payment solution that is very close in terms of some of its unique characteristics-immediate, readily available and universal’’.
The speedy and fast-growing nature of the number of goods and services, as well as the high value of financial transactions, necessitated the need for the providers of payment services particularly banks and other stakeholders in the Nigerian Financial system to develop and evolve more efficient ways of settlement and payment system that will ensure safety and efficiency of payment, clearing, settlement, and recording systems, to promote a sound and stable financial system that will speed up the financial service and transactions,  and enhance financial inclusion in Nigeria. 
The Central Bank of Nigeria as a settlement institution plays an important role in the Nigeria Payment System. According to John et. al (2020), the Nigerian payment system was predominantly cash-based before the Central Bank of Nigeria introduced the cashless policy in 2011. This resulted in the use of electronic funds transfers, ATMs, and other payment systems.
Over the last 50 years, CBN has put in place several measures to strengthen its capacity to cope with rapid developments in the payment system. These include regular issuance of relevant rules, as well as regulations and guidelines which enabled CBN to exercise greater and more effective surveillance over the payment system (CBN 2021).
The Central Bank of Nigeria has brought or evolved many Nigerian payment system reforms. These include the National Payment System Committee (NSPC), the Payment System’s Vision (PSV) 2020, National Payment System Working Groups (NPSWG), and the Payment Infrastructure and Strategy Committee (PISC). All these are aimed at strengthening the Nigerian Payment System (CBN 2021).  
The Nigerian Payment System has also evolved from a pure cash-based system to a mixture of both cash payment and electronic payment systems. Electronic payment systems according to Ayodele (2007) in Okifo J. and Igbuuna R. (2015), can be defined as electronic transfer of cash via online transactions for business-to-business, business-to-customer, person-to-person, and most recently administration-to-customer purposes.
The experience of the Covid Era buttresses the need for the importance of an efficient, improved, and reliable Payment System in Nigeria. The Post Covid Era witnessed reforms and a move by CBN to reposition Nigeria’s Payment System from Cash driven to a Cashless payment system. The most recent is the Naira Redesigned and Cash Limit Policy of the Central Bank of Nigeria, introduced in October 2022.
OVERVIEW OF THE NIGERIAN PAYMENT SYSTEM:
According to Oluchi Chibuzor (2023), the Central Bank of Nigeria in collaboration with the Bankers Committee, Nigeria Inter-Bank Settlement System, and other payment industry players has enhanced the payment systems by continuously providing solutions to increase the resilience of infrastructure to encourage the usage of electronic payment methods across the Nation. 
 Nigeria with a population of over 200 million people and the largest growing economy in Africa, needs access to financial services for business expansion in the country.  The Central Bank of Nigeria over the years has provided favorable regulatory policies and has made great progress in creating a robust payment system through several reforms targeted at growing the system. The Central Bank of Nigeria in collaboration with the Bankers Committee, Nigeria Inter-Bank Settlement System (NIBSS), and other payment industry players have enhanced the Payment Systems by continuously providing solutions to increase the resilience of infrastructure to encourage the usage of more efficient payment methods across that will ensure a sound payment system infrastructure, where stakeholders and customers can meet to do business transactions with confidence, trust and without wasting of time. These measures have helped add value to our economy as Nigeria is known for a good payment system worldwide. 
The Nigerian Payment System can be categorized basically into two) types. They are as stated below.
RETAIL OR SMALL PAYMENT SYSTEM: The retail or small payment system involves transactions that are small in value, usually payments between consumers and business units, and are used basically by the non-bank public for making payments. Instruments used are cash or currency, paper-based instrument (cheques, Draft, and traveller’s cheques), paperless or electronic instruments (ATM, POS, Internet payments, mobile telephones, and wire transfers), Other payment instruments (postal orders, money orders, vouchers, and prepaid cards).
WHOLESALE OR LARGE-VALUE INTER-BANK PAYMENT SYSTEM: This involves payment of high-value transactions usually done among corporate financial transactions. Payments are carried out within the country electronically and settled in real time]. It is a speedy, convenient, reliable, safe, and very cost-effective means of transferring large funds from one organization to another. The payment instruments used are Real Time Gross Settlement System (RTGS) and Society for Inter-Bank Financial Telecommunication (SWIFT).
 Meanwhile, the Nigerian Payment System is structured in the following ways.
CURRENCY OR CASH PAYMENT SYSTEM: Nigerian Payment System from Independence to 2011 was majorly dominated by a currency and cash-driven payment system, comprising of notes and coins which is prone to the risk of loss, theft, accident, and counterfeiting. Despite the introduction of the cashless policy by CBN in 2011, the cash payment system continued to co-exist with a non-cash payment system. Currently, the Nigerian Currency structure is made up of 3 coins denominations such as 50k, N1, and N2, while the currency notes have 8 currency notes denominations including N5, N10, N20, N50(Polymer Notes), and N100, N200, N500, N1000 respectively.
However, Nigeria is a cash-based economy with a large volume of currency-in-circulation which stood at N3.29tn in October 2022 but dropped to N1.38tn in January 2023 because of the naira redesign policy of the Central Bank of Nigeria. (CBN in Punch Newspaper 2023).
NON-CASH PAYMENT SYSTEM: According to CBN (2021), non-cash payment includes the Bank Clearing House (inter-bank clearing) system, Inter-bank Settlement System, Securities Clearing System, and other types of electronic payment systems. The introduction of the cashless policy by CBN in 2011 gave room for various reforms from the Bankers Clearing House System where we have 21 (twenty-one) clearing houses in operation as of December 2012 to the Nigeria Inter-Bank Settlement System (NIBSS) as a single clearinghouse, using Cheque Truncation and Conversion System (CTCS). This helps to deliver real-time services to the banking system, thereby ensuring an efficient and reliable payment system.
The table below shows the value of non-cash transactions (Cheque, ATM, POS, Web Pay, and Mobile Pay Methods) from 2012 when the cashless policy was introduced in Nigeria to 2021.
Table 1. ANNUAL NON-CASH PAYMENT STATISTICS FROM 2012 -2021
	YEAR
	CHEQUE (VOLUME)    
	ATM               (VOLUME)
	POS                 (VOLUME)
	    WEB PAY   (VOLUME)
	MOBILE PAY     (VOLUME)
	INFL. RATE (%)
	ANNUAL CHANGE

	2012
	12,045,833
	375487756
	2555045
	2276464
	2297688
	12.22%
	1.38%

	2013
	14,145,839
	295292940
	9402255
	2900473
	15812435
	8.48%
	-3.74%

	2014
	15,36,565
	400102507
	20817423
	5587081
	29156406
	8.06%
	-0.41%

	2015
	13,466,461
	433,587,623
	33,720,933
	7,981,361
	43,933,362
	9.01%
	0.95%

	2016
	11,719,847
	590,238,934
	63,715,772
	14,088,247
	47,053,252
	15.68%
	6.67%

	2017
	10,808,983
	800,549,099
	146,267,156
	28,991,097
	47,804,561
	16.52%
	0.85%

	2018
	9,019,278
	875,519,307
	295,890,167
	50,815,901
	94,653,446
	12.09%
	-4.43%

	2019
	7,275,237
	839,819,922
	438,614,182
	103,497,007
	377,265,208
	11.40%
	-0.70%

	2020
	20,023,553
	1,914,220,419
	655,748,348
	6,480,548,630
	769,238,689
	13.25%
	1.85%

	2021
	13,010,369
	1,367,815,030
	25,078,738,791
	3,611,979,789
	763,779,890
	16.95%
	3.71%


Source:  Computed from Nigeria Inter-Bank Settlement System Plc (NIBSS) and Central Bank of Nigeria Statistical Bulletin 2021, Macrotrends/ World Bank Data on annual inflation rate in Nigeria.

Fig 1: Volume distribution of various payment methods and inflation rate over 10 years




Fig 2: Annual volume trends of various payment methods and inflation rate percentage over 10 years
An analysis of Table 1. above reveals that, within the 10 years under this study, the highest inflation rate was in 2021. This implies that, even with lower transaction volume in 2021 than in 2020. Inflation increased by 3,7%. Also, the highest rate of change in the rate of inflation occurred in 2015 at 6.67%. Hence it shows that the payment system does not determine the inflation rate and its annual change in Nigeria. The use of POS means of payment was highest in 2021. This could be a result of the impact of the COVID-19 experience which caused the lockdown and closure of normal banking services, as well as the restriction of crowds in the banking hall.
In the view of Bailey Bunmi in Business Day (2023), the volume of financial transactions performed electronically in Nigeria surged to the highest in five years in 2022, according to the data obtained from the Inter-Bank Settlement System (NIBBS) and graphically presented as shown below. 










Fig 3: Volume of NIBSS Instant Payment Transactions in Nogeria (bn)
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Source:  Business Day Jan 18, 2023.

RECENT DEVELOPMENT IN THE NIGERIAN PAYMENT SYSTEM
The Nigerian Payment System has witnessed tremendous reforms and innovations carried out by the Central Bank of Nigeria to ensure a stable and reliable payment system in Nigeria. The innovations and developments carried out by the Central Bank of Nigeria to support the Nigerian Payment system include the following.
a.  Pre-authorization and completion of Sales transactions: This was put in place to deepen the use of various electronic payment channels available to the users, and the full compliance deadline was July 31, 2020.
b. Guidelines on the operations of electronic payment channels in Nigeria. This regulates the use and operation of ATM, POS, mobile, and web transfer transactions.
c. The approval and release of new license categorization for the Nigerian Payment System (NPS). This was contained in a circular issued by CBN on   December 9, 2020. This classified payment system activities in Nigeria into four broad categories as- Switching and Processing, Mobile Money Operators (MMOs), Payment Solution Services (PSSs), and Regulator Sandbox.
d. Nigeria Uniform Bank Account Number (NUBAN): The NUBAN was first introduced in 2010 for Money Deposit Banks (DMBs). However, the scope was expanded to cover Other Financial Institutions (OFIs) with March 15 deadline for full compliance.
e. The Introduction of New Quick Response (NQR) Code Payment Solution: The NQR was introduced on March 16, 2021, as a robust platform to enable people - businesses and people -to person carry out payment transactions by simply scanning to pay.
f. Bank Verification Number (BVN): The Central Bank of Nigeria (CBN) in collaboration with the Banker’s Committee launched a centralized biometric identification system for the banking industry known as Bank Verification Number (BVN) for all banks on February 14, 2014. This has helped the banks Know Your Customer/ Client (KYC) to enhance the bank-customer relationship and reduce fraud in the payment system.
g. The launch of e-Naira: Following the increasing demand for digital currency as a means of payment both locally and globally, the Central Bank of Nigeria launched Africa’s first Central Bank Digital Currency (CBDC) on October 28th, 2021.
h. The introduction and launching of a National Domestic Card Scheme (AfriGo) by the Central Bank of Nigeria on 26 January 2023 as the fourth card scheme in Nigeria.
ENTS SYSTEM VISION 2025
Payments System Vision 2025
The Central Bank of Nigeria (CBN) launched and officially presented to the public the Payments System Vision 2025 (PSV 2025) on November 24, 2022. The Vision provides a five-year strategic roadmap for the Nigeria payments system to strengthen adoption of electronic payment, enhance safety, reliability and resilience of the system, account for new products and participants, foster financial inclusion and catalyze Nigeria's economic growth and development. (CBN, 2025).
The emerging payments initiatives and schemes identified to achieve the above objectives are captured in PSV 2025 with 10 (ten) key recommendations highlighted below to further facilitate the following objectives:
1. CBN will review the core payments infrastructure and switching platform to ensure continued capability to meet payments demand. The potential for Request for Payment (RfP) schemes will also be reviewed and the deployment of contactless solutions, contactless cards, and quick response code etc will be facilitated.
2. Create Open Banking roadmap for Nigeria, define a library of APIs supported by local market and consider the implementation of a regulatory sandbox that is appropriate for the Nigerian market.
3. Drive Agent Banking initiative and support the industry to explore solutions that aid financial inclusion to accelerate the availability of basic banking and financial services to the unbanked.
4. Explore Blockchain solution such as Central Bank Digital Currency (CBDC) for the Naira, monitor the deployment of Blockchain solutions and the potentials for "Smart Contract" solutions in other countries to develop strategy for their possible adoption in Nigeria.
5. Develop a regulatory framework for potential implementation of "Stable Coins", and work with Securities & Exchange Commission to jointly develop regulatory framework for Initial Coin Offerings (ICO) in the event of the adoption of ICO-based investment solution in Nigeria.
6. Identify use cases for Big Data that has potential access to data in the payments system as well as support economic analysis.
7. Review the minimum-security requirements for banks to ensure they reflect the current industry’s best practices. The payments system architecture will also be reviewed to ensure that the minimum standards for user authentication are included as part of a multi-layer security solution.
8. Continue to support the use of Bank Verification Number (BVN) as an effective tool to check fraud in addition to exploring more potential use of BVN.
9. Request banks to strengthen consumer protection by issuing minimum required standards for swifter dispute resolution in Nigeria.
10. Interoperability shall continue to be a core principle of payments system in Nigeria. The tests to ensure compliance and license renewal, shall continue to form part of periodic assessment of Payments Service Providers. (CBN, 2025).
CHALLENGES AND ISSUES IN THE NIGERIAN PAYMENT SYSTEM
The Nigerian economy and its payment system have been cash-based and driven for many decades. The introduction of a non-cash payment system that includes a cashless and electronic policy has witnessed many issues and challenges. 
According to CBN (2021), despite the remarkable strides made to improve a viable, secure, and reliable payment system in Nigeria, several problems continue to pop up to disrupt the optimal performance of the payment system. These are itemized below.
a)  The high demand for cash transactions: Many Nigerians still rely on cash transactions because of the experience of distress in the financial system. Cash transactions continue to be predominant despite the risk of carrying cash. This gives room for an increase in the cost of currency management and encourages money laundering and financial leakages.
b) Lack of Infrastructure: The banking system in Nigeria lacks the infrastructure to cope with the financial demand of over 200 million people. This can be evidenced during the currency redesigned policy, which was to expire by February 2023, the e-payment system was not efficient and effective due to high demand and the inability of the infrastructure to carry out the numerous transactions initiated. Hence there was untold hardship for the people and thus the resistance to the noble policy of CBN.
c) Sharp Practices: The re-occurrence of sharp practices and fraudulent financial schemes in Nigeria has often undermined the payment system. Cases of insider abuse and complicity in bank instruments are also major issues.
d) Distress in the Financial Sector: The pain people went through during the Bank distress era in Nigeria continues to create a lack of trust in the banking system and thus the interest in keeping cash at home.
e) Resistant to change in Technological Innovations: Lack of awareness and fear of risk continue to create issues in the Nigerian payment system. A lot of Nigerians do not have bank accounts and banking services in rural areas. The high cost of Internet services and poor power supply have caused high resistance to innovations of technology in the Payment system, especially the e-payment.

PROSPECTS AND OPPORTUNITIES.
Indeed, Nigeria has gone ahead with some advanced economies in payment system innovation, especially Instant payment. In 2011, at the time most small & medium enterprises and other service providers in the country desired a payment platform that delivers instant value; Nigeria demonstrated its quest as a forward-looking country with a vibrant financial & payment service industry. Through the mandate of the Central Bank of Nigeria to ensure the safety and stability of the Nigerian financial system, a faster, simpler, and more efficient means of payment was birthed. The introduction of the NIBSS Instant Payment (NIP) platform transformed the way Nigerians choose to pay for goods and services at all levels. Leveraging this, NIP has provided more opportunities for financial institutions and other players within the ecosystem to innovate and provide more options for payments. Chibuzor Oluchi (2023).
The Nigerian Payment System especially in the post-COVID ERA” presented an emerging market for financial technological companies to cater to the growing needs of the people for more efficient, easy, and reliable ways of making a payment between companies, individuals, and corporate bodies. This if properly harnessed will create employment and improve Nigerian per capita income as well as a better standard of living.
The introduction of the E-payment System into the Nigerian Payment System has helped the Government and business organizations in the efficient collection of revenue and blocking of financial leakages. An example is the Treasury Single Account (TSA) which is used by the Federal Government to monitor revenue collections from revenue-generating agencies and MDAs in Nigeria.

CONCLUSION
The Nigerian economy currently is highly cash-driven, as a large proportion of its population depends on cash transactions, despite the various innovations and introduction of the electronic payment system. Worrisome is the fact that even officials and agents of Government at various levels of governance still circumvent policies put in place by the Central Bank of Nigeria to ensure that Nigeria moves from a cash payment system to a Cashless economy to reduce corruption and financing of terrorism which has eaten deep into the Nigerian society and hinders economic growth as well as political unrest and kidnapping for ransom payment before the release of the victims. The study concludes therefore that, for Nigeria to realize her dream of economic development, much need to be done in the improvement of infrastructural development that will support the clamour for a cashless economy via the e-payment system. Seamless cashless transactions will encourage the confidence of the people in the non-cash payment system, which is currently the best international practice, and safer than the cash payment system.


RECOMMENDATIONS
The research work, therefore, makes the following recommendations as contributions to solving the identified issues in the Nigerian Payment System.
1. The Monetary Authority in Nigeria should collaborate with public enlightenment agencies of Government at the various levels (Federal, State, and Local Governments) to educate the people on the importance of the Cashless policy to the economy. This will enhance their buy-in and thus reduce resistance towards the Cashless Policy as has been witnessed in recent times.
2. The financial institutions in Nigeria should enlarge and improve their infrastructure to cater to the high volume of payments and transactions expected to occur daily, because of the cashless policy introduced by the Central Bank of Nigeria. Continuous system downtime will not promote trust in the e-payment system.
3. Fraud prevention mechanisms should be put in place to reduce sharp practices to the barest minimum. Payment disputes arising from e-payment channels should be given urgent attention and resolved by financial institutions and Money Deposit Banks (DMBs) on time. This will give customers confidence in the emerging innovations and cashless payment system.
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