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Abstract—The main objectives of currency redesign of 2022/2023
according to Central Bank of Nigeria (CBN) was to attain certain
goals, such as combat counterfeiting, manage inflation, enhance
banknote security, reduce hoarding and deepening cashless policy.
However, these objectives which were supposed to have positive
effects and strengthen the economy seem to have a reverse effect on
the same. This study critically x-rayed the economic effects of Central
Bank of Nigeria (CBN) currency redesign policy of 2022/2023 using
Edo State as a case study. The use of questionnaires was adopted in
data collection and regression analysis was used to analyze the data.
The findings of the study show that redesigning currency is just one of
the ways to achieve some of the objectives mentioned earlier. The
study recommends harmonization and juxtaposition of both monetary
and fiscal policies, mobilization focus on pegging the exchange rate of
dollar to naira, amongst others, to have a stable and robust economy.

Index Terms— Economic Effects, Central Bank of Nigeria,
Currency Redesign, Edo State.

I. INTRODUCTION

The primary goal of governmental objectives concerning
enterprise operations is to establish, foster, and encourage the
fundamental environment necessary for the expansion and
advancement of the industrial sector. These policies typically
rely on strong collaboration and cooperation among different
tiers of governance and various sectors within any economy.
One of such is monetary policy which involves measures to
coordinate various financial interventions for sustainable
development of a nation [1]. Over time, monetary policy often
entails the redesign and reissue of currency for various reasons
across the globe. In general, currency redesign policies
(sometimes called demonetization policies) are designed by
countries to strengthen the performance of key macroeconomic
parameters and equally combat social improprieties [2], [3].
The redesign of currencies improves the security of legal tender
by enabling countries to prevent counterfeit currencies and their
threats to sustainable development [4]. As a result,
policymakers and researchers have acknowledged currency
redesign as essential for global competitiveness over time.

In October 2022, the Central Bank of Nigeria (CBN)
announced plans to redesign three of the nation's eight currency
denominations. The CBN specified its plans to redesign the
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N200, N500, and N1000 Naira notes. Among the rationales
provided by the CBN for the redesign were to combat
counterfeiting, enhance banknote security, manage inflation,
reduce hoarding, and promote cashless policies. In November,
2022, President Muhammadu Buhari revealed the newly
designed naira notes, sparking widespread scrutiny and
apprehension, particularly on social media platforms. Many
suggested that the redesign merely entailed "“color
enhancements" to the existing notes. Initially, the Central Bank
of Nigeria (CBN) had announced that the old notes would no
longer be legal tender after January 31, 2023, but this deadline
was later extended by 10 days to February 10, 2023, following
pressure from various quarters. However, the extension failed
to alleviate the situation as numerous Nigerians found
themselves struggling to access cash.

After the deadline was extended, bank branches in Edo State,
like elsewhere, experienced a surge of individuals attempting to
deposit their old notes or acquire new ones. Undoubtedly, the
policy brought hardship to the people of Edo State as they
grappled with difficulties in accessing new notes. Additionally,
utilizing the Point of Sale (POS) option proved unfeasible for
customers in the state, given the imposition of exorbitant fees,
sometimes reaching as high as 50% of the withdrawal amount.
Moreover, numerous residents of Edo State encountered
frustration due to failed transactions, leading to funds being
inaccessible for weeks. With the extension of the validity period
for the old notes, valuable lessons can be drawn from this
experience, particularly regarding the impact on the people of
Edo State. Hence this study aims to critically examine the
economic effects of Central Bank of Nigeria (CBN) currency
redesign of 2022/2023 using Edo State as a case study.

Il. ReVIEW OF RELATED LITERATURE

Reference [5] in his study, Currency Redesign Policy
Implementation: Implications for Industrial Performance in
Nigeria, offers a comprehensive analysis of the effects of
currency redesign policies on industrial performance in Nigeria.
Through a survey-based approach involving over 500
enterprises across various sectors, the study reveals initial short-
term challenges, including restricted cash flow and diminished
marketing effectiveness, alongside long-term benefits such as
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reduced counterfeiting and strengthened currency. The paper
underscores the importance of future monetary policy
implementations aligning with industrial objectives to foster
economic growth.

Reference [6] explores the impact of currency redesign on
Nigeria's monetary policy from 2015 to 2023. Through a
comprehensive review of literature, the study highlights the
economic rationale behind Naira redesign, including reducing
inflation, combating counterfeiting, and addressing financial
insecurity. Furthermore, it discusses how currency redesign can
contribute to curbing illicit financial activities such as vote-
buying during elections. The paper suggests policy
recommendations, emphasizing the role of the Central Bank of
Nigeria (CBN) in managing cash flow to banks and
implementing voter accreditation systems to safeguard electoral
integrity. Overall, the study provides valuable insights into the
relationship between currency redesign and monetary policy,
offering recommendations for enhancing the effectiveness of
these initiatives in Nigeria's economic expansion efforts.

Reference [7] studied the monetary policy and marketing
performance of businesses in Port Harcourt using naira redesign
of 2022 as a case study. They examined the impact of the Naira
redesign policy on business operations, particularly in Port
Harcourt. Through a quantitative research design involving a
cross-sectional survey method, the study investigates the
marketing implications of the Naira redesign on businesses in
the region. Findings indicate that the redesign is poised to
enhance the availability of money for transactions, leading to
increased consumer patronage, sales growth, and ultimately,
business profitability. The study underscores the importance of
faithfully implementing the policy while emphasizing the need
for extensive public enlightenment on the Naira redesign.
Overall, it suggests that the monetary policy of Naira redesign
has the potential to foster better marketing performance,
particularly in terms of sales growth and profitability, in Port
Harcourt.

Reference [8] explores the interplay between Nigeria's
monetary policy and currency redesign, with a focus on their
impact on financial stability and economic growth.
Highlighting the pivotal role of money in trade facilitation and
price communication, the study underscores the Nigerian
Central Bank's strategic use of monetary policy to achieve
various objectives, including curbing currency fraud and
enhancing national pride through currency redesign. The recent
initiative to modernize certain Naira banknotes reflects the
central bank's commitment to economic stability and growth.
The paper outlined the complex relationship between currency
redesign and broader economic outcomes, such as inflation
reduction, security enhancement, and improved cash flow. It
emphasizes the importance of meticulous planning and
stakeholder engagement for successful currency redesign
implementation.. However, none of these literatures address the
specific economic effects of the currency redesign in Edo State.
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I1l. RESEARCH METHODOLOGY

A. Research Design

This study adopted a quantitative research design; where
primary and secondary data were collected. The primary data
was collected through Google form questionnaire, while the
secondary data was obtained from Central Bank of Nigeria
(CBN) statistical Bulletin in conjunction with other related
publications. The questionnaire administration and extraction
of secondary data were carried out in the months of April and
May, 2023.

B. Study Area

The study area for the research was Edo State, located in
southern Nigeria. Edo State is known for its rich cultural
heritage, vibrant economic activities, and diverse population.
With Benin City as its capital, the state serves as a hub for trade,
agriculture, manufacturing, and commerce. Edo State's
strategic location, coupled with its significant contributions to
Nigeria's economy, makes it an ideal case study to examine the
economic effects of currency redesign implemented by the
Central Bank of Nigeria during the period of 2022/2023.

C. Sampling Size and Sampling Technique

The sampling technique employed for this study was
purposive sampling, whereby participants were selected based
on their specific relevance to the research objectives. The
sample population consisted of business owners and consumers
within Edo State, Nigeria. A total of 160 respondents were
included in the study, representing a diverse cross-section of
individuals directly affected by the currency redesign policy
implemented by the Central Bank of Nigeria (CBN) during the
period of 2022/2023.

D. Model Specification

The model specification for this study was formulated as
follows:

CR =F(NC, BNS, CI, NH, CP).

Table 1
specification.

represents variable measurement for model

TABLE 1
VARIABLE MEASUREMENT FOR MODEL SPECIFICATION
Variable Unit of Measure
Currency Redesign (CR) Percentage (%)
Naira Counterfeiting (NC) Percentage (%)
Banknote Security (BNS) Percentage (%)
Curb Inflation (CI) Percentage (%)
Naira Hoarding (NH) Percentage (%)
Cashless Policy (CP) Percentage (%)

E. Regression Model

The regression model predicts a dependent variable (CR)
with one or more independent variable (NC, BNS, CI, NH and
CP). It examines the economic effects of the predictor variables
on the response variable. The response variable in a regression
model is supposed to be on a continuous scale while the
predictor variables could either be continuous or categorical.
Mathematically, the regression model for this study is
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formulated as follows:
CR )= Bo + BINC ¢ +B2BNS ( + B3CI ( + B4NH o+ BSCP
Teq

Where B0 is the intercept or constant term, B1 to B5 are the
coefficient estimate of the predictor variables, € (t) is the error
term that takes care of the unaccounted factors by the
independent variables and t is the period in year.

IV. RESULTS AND DISCUSSION

A. Results

Table 2 presents the demographic characteristics of the
respondents, including gender distribution, age distribution,
educational background, and whether they are business owners
or customers.

TABLE Il
RESPONDENT’S DEMOGRAPHIC CHARACTERISTICS (N = 160)
Gender Frequency Percent
Male 128 80
Female 32 20
Age (Years) Frequency Percent
26-35 62 39
36 —45 82 51
46 — 55 32 20
Educational Background Frequency Percent
Secondary School 7 4.4
First Degree 64 40.6
Masters 72 45
PhD 16 10
Business Owners/Customers
Business Owners 93 58
Customers 67 42

Table 3 displays the responses to questions related to the
currency redesign, covering aspects such as the effectiveness in
addressing counterfeiting, the security features of the
redesigned banknotes, effectiveness in curbing inflation,
reduction of currency hoarding, and the impact on electronic
transactions due to the cashless policy.

TABLE Il
RESPONSES TO CURRENCY REDESIGN QUESTIONS

Question 1: To what extent do you believe that the redesign
of the Naira currency has effectively addressed the issue of
Naira Counterfeiting?

Responses Scale Frequency Percentage
Strongly Agree 5 11 6.9
Agree 4 16 10
Neutral 3 g 3
Disagree 2 78 488
Strongly Disagree 1 47 204

Questions 2: Do you believe that the redesigned Naira
banknotes offer enhanced security features compared to the
previous versions?

Responses Scale Frequency Percentage
Strongly Agree 5 10 6.3
Agree 4 39 24.4
Neutral 3 40 25
Disagree 2 31 194
Strongly Disagree 1 40 25
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Question 3: Do you think the redesign of the Naira has been
effective in curbing inflation

Responses Scale  Frequency Percentage
Strongly Agree 5 4 2.5
Agree 4 17 10.6
Neutral 3 9 3.6
Disagree 2 72 45
Strongly Disagree 1 58 363

Question 4: To what extent do you believe that the
2022/2023 Naira redesign has reduced the practice of hoarding
Naira Currency?

Responses Scale Frequency Percentage
Strongly Agree 3 11 6.9
Agree 4 16 10
Neutral 3 8 3
Disagree 2 78 488
Strongly Disagree 1 47 294

Question 5: To what extent do you believe that the
implementation of the cashless policy, coupled with the
2022/2023 naira redesign, has been effective in encouraging
electronic transactions and reducing reliance on physical
currency?
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Responses Scale Frequency

Strongly Agree 3 77 481
Agree 4 33 206
Neutral 3 13 8.1
Disagree 2 24 15
Strongly Disagree 1 13 8.1

Percentag 0.099,

Table 4 summarizes the results of the multiple regression
analysis conducted in the study, including coefficients, standard
errors, t-statistics, and p-values for each independent variable,
along with the measures of model fit such as R-squared and
adjusted R-squared.

TABLE IV
SUMMARY OF MULTIPLE REGRESSION ANALYSIS

CR Independent Variables Coefficient | 5td. Error t-statistics D=y
Constant term 6.8351 3.243 2.109 0.054
Naira Counterfeiting (NC) 0.0589 0.065 0.899 0.383
Banknote Security (BNS -0.2670 0.150 -1.779 0.099
Curb Inflation (CI) 0.1838 0.152 1.208 0.247
Naira Hoarding (NH) 0.0347 0.048 0.719 0.484
Cashless Policy (CP) 0.0751 0.041 1.849 0.044
R-squared 0.663

Adjusted R-squared 0.572

Prop (F-Statistics) 0.0001

From Table 5, the regression model can be fitted as
CR = 6.8351 + 0.0589NC @ — 0.2670BNS ( + 0.1838Cl @ +
0.0347NH @+ 0.0751CP

B. Discussion

Based on the results of the study, the following findings were
inferred.

The main objectives of currency redesign of 2022/2023
according to Central Bank of Nigeria (CBN), including
combating counterfeiting, enhancing banknote security,
managing inflation, reducing hoarding, and promoting cashless
transactions, were evaluated through survey responses. The
study revealed mixed perceptions among respondents regarding
the effectiveness of these objectives. Table 5 shows that the
regression model (p<0.05) is well fitted and statistically
significant at 5% level. The coefficient of determination R-
squared is equal to 0.663 which implies that 66.3% variation in
Currency redesign of 2022/2023 can be explained by naira
counterfeiting, banknote security, curbing inflation, naira
hoarding and cashless policy while the remaining 33.7% can be
attributed to other factors not included in the model. Overall,
the regression model appears to be reasonably well-fitted based
on the R-squared value and the significance of the F-statistic
(0.0001). However, the slightly lower adjusted R-squared value
(0.572) suggests that there may be room for improvement or
refinement of the model.

From the study, the coefficient for Naira Counterfeiting is
0.0589 and a p-value of 0.383, indicating that it is not
statistically significant at the conventional significance level of
0.05. This suggests that there is insufficient evidence to
conclude that Currency Redesign significantly affect changes in
Naira Counterfeiting. However, it's essential to note that even
though the coefficient is not statistically significant; the positive
value implies a potential positive relationship between Naira
Counterfeiting and Currency Redesign, albeit weak. The
coefficient for Banknote Security is -0.2670 and a p-value of
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indicating a marginally significant relationship.
Although the p-value is slightly above the conventional
significance level of 0.05, the negative coefficient suggests that
higher levels of Banknote Security are associated with lower
effectiveness of Currency Redesign. This result might be
counterintuitive, as one would expect enhanced security
features to positively impact currency redesign. However, this
finding supports the study of [9] who also concluded that the
currency redesign of 2022/2023 has failed to achieve its
objectives, such as naira counterfeiting. The coefficient for
Curb Inflation is 0.1838 and a p-value of 0.247, indicating that
it is not statistically significant. This implies that changes in the
perception of Currency Redesign's effectiveness in curbing
inflation do not have a significant impact on the overall
effectiveness of Currency Redesign. While the positive
coefficient suggests a potential positive relationship, the lack of
statistical significance implies that this relationship is not strong
enough to draw definitive conclusions. The coefficient for
Naira Hoarding is 0.0347 and a p-value of 0.484, indicating that
it is not statistically significant. Similar to Naira Counterfeiting,
the positive coefficient implies a potential positive relationship
between Naira Hoarding and Currency Redesign, but the lack
of statistical significance suggests that this relationship is weak
or inconclusive. Finally, the coefficient for Cashless Policy is
0.0751 and a p-value of 0.044, indicating statistical significance
at the 0.05 level. This suggests that changes in the perception of
the effectiveness of Cashless Policy in promoting electronic
transactions and reducing reliance on physical currency have a
significant positive impact on Currency Redesign. The positive
coefficient indicates that higher effectiveness of Cashless
Policy is associated with higher effectiveness of Currency
Redesign.

V. CONCLUSION

Despite the stated objectives aimed at combating
counterfeiting, enhancing security, managing inflation,
reducing hoarding, and promoting cashless transactions, the
study reveals mixed perceptions among respondents regarding
the policy's effectiveness. While the regression analysis
indicates a statistically significant relationship between certain
factors such as the effectiveness of the cashless policy, other
factors like naira counterfeiting, managing inflation and
banknote security show weaker or inconsistent relationships.
Undoubtedly, the policy resulted in difficulties for individuals
who faced challenges accessing the new currency notes.
Furthermore, utilizing Point of Sale (POS) services proved
impractical for customers, with many incurring exorbitant fees,
sometimes as high as 50% of the withdrawal amount.
Numerous  Nigerians  experienced  frustration  and
inconvenience due to failed transactions, leading to funds being
inaccessible for extended periods. The decision to extend the
validity of old notes highlights the need to reflect on the
experiences and draw valuable lessons from this situation.

VI. RECOMMENDATIONS

Based on the findings of the study, the following
recommendations are proposed to address the observed
challenges and enhance the effectiveness of the currency
redesign policy in Nigeria:
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1.Monetary and Fiscal Policy Alignment: The Central Bank
of Nigeria (CBN) should ensure alignment between monetary
and fiscal policies to achieve macroeconomic stability.
Harmonizing policies aimed at curbing inflation, promoting
cashless transactions, and managing currency circulation can
enhance the overall effectiveness of economic measures.

2.Mobilization Focus on Pegging the Exchange Rate of
Dollar to Naira: The Central Bank of Nigeria (CBN) should
implement measures to stabilize the exchange rate of the
dollar to the naira. By mobilizing efforts to maintain a stable
exchange rate, policymakers can mitigate currency volatility
and promote investor confidence in the economy.

3.Enhanced Security Features of Redesigned Banknotes:
The Central Bank of Nigeria (CBN) should strengthen the
security features of redesigned banknotes to effectively
combat counterfeiting. Investment in advanced security
technology and educational initiatives can foster trust in the
financial system and discourage fraudulent activities.

4.Comprehensive Evaluation: The Central Bank of Nigeria
(CBN) should conduct a comprehensive evaluation of the
currency redesign policy to identify its strengths and
weaknesses accurately. This evaluation should involve
stakeholders from various sectors of the economy to gather
diverse perspectives and insights.

5.Public Awareness Campaigns: The Central Bank of Nigeria
(CBN) should launch targeted public awareness campaigns to
educate citizens about the benefits and objectives of the
currency redesign policy. Increased awareness can foster trust
in the financial system and encourage compliance with the

policy's objectives.
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