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Central Bank Digital Currency 

Central bank digital currency (CBDC) is a topic that has gained traction in recent times with many central banks and 

policymakers across the world at various stages of research on the economic and technical feasibility of a digital 

form of money that would serve as a legal tender in their various economies and what impact it would have on 

monetary policy. Some of the countries experimenting on CBDCs include China (Digital yuan), Sweden (e-krona), 

Bahamas (Sand Dollar), Eastern Caribbean Area (DXCD), Ghana (e-cedi), and Nigeria (e-naira). 

 

A CBDC is essentially a digital representation of physical cash that can be stored and transacted using the internet 

or a mobile application. It is created, issued, and managed on a centralized block-chain network by a country’s 

central monetary authority. It is a liability of the central bank issuing them.  

Digital currencies have the potential of unlocking a much effective means of payment that is cheaper and faster. 

Therefore, they facilitate remittances, cross border payments, drive financial inclusion, and also foster effective 

implementation of monetary policy.  
 

The ever increasing  use of 

cryptocurrency and private e-money 

for payment has urged central 

banks to develop a digitized form of 

fiat currency to maintain their 

market share 

 

 

 

Digital currencies can be broadly categorized into two: Retail or “general-

purpose” CBDC which is issued by the CBN for use by the general public, and 

Wholesale CBDC which is issued by the CBN to banks and other financial 

institutions having accounts with the CBN -typically for interbank transactions 

(this is similar to reserves).  

CBDC could be cross border where it can be used for transactions beyond 

the borders of the country or domestic where it is only used for transactions 

within the borders of a country.  

The e-Naira 
The Central Bank of Nigeria recently announced a pilot program that would 

begin the first phase of the trial of a digital form of the naira known as the e-

Naira. The e-Naira adopted an “account based-two-tiered” system in which 

customers hold CBDCs with commercial banks or a third party that serves as 

a user-facing intermediary, managing accounts, identity verification, 

customer service compliance, and other requirements. 

 

The e-naira would be a legal tender in the country. It would be non-interest 

bearing and would have its value pegged to the naira.  In a presentation by 

the CBN to commercial banks, the bank said the objective of the e-Naira is 

to aid financial inclusion, improve payment efficiency, increase revenue and 

tax collection, aid targeted social interventions, amongst other objectives. 

 

Concern about financial inclusion remains 

Can the e-Naira really bridge the existing digital gap that has limited the 

financial inclusion goals of the CBN? 

Having fallen short of the National financial inclusion strategy (NFIS) target 

of 80% inclusion by 2020 (64% inclusion achieved in 2020), the introduction 

of the e-Naira has the potential of driving inclusion further.  



 

 

 

 

With the reduced cost of 

transactions and easy creation of 

wallets, can the CBN beat its 

major barrier to financial 

inclusion? 
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In our previous report on financial inclusion, we highlighted major barriers 

to financial inclusion which include; affordability, institutional exclusion, 

attitude, and perception. Low transaction cost, easy creation of wallet, 

faster transaction speed, and removal of transaction intermediaries could 

help tackle some of the challenges to financial inclusion.  

 

However, digital literacy, smartphone adoption, broadband coverage, cost 

of mobile data, digital identity are major challenges to the widespread 

success of the e-naira (Particularly among the low income and rural 

dwellers). These challenges need to be addressed for the CBN to achieve 

its financial inclusion goal of 95% inclusion by 2025. 

CBDC vs Cryptocurrency 

CBDC and cryptocurrency are both digital currencies that are used for 

transactions over the internet. As opposed to CBDC which operates on a 

centralized and monitored block-chain network, cryptocurrencies are digital 

assets that are created and transacted on a decentralized, publicly 

assessable blockchain network.   

CBDCs can only be used for payments and any form of hoarding or 

investment is generally forbidden. Hence, they are largely non-interest 

bearing. On the other hand, cryptocurrencies can be utilized for both 

payments and speculative purposes.  

 

Governments and Monetary authorities across the world are paying 

attention to the prevalence of cryptocurrency and private e-money as a 

means for payments. This concern has led many central banks to develop a 

government backed digital currency to maintain their market share. 
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