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Introduction

Financial exclusion, characterized by limited access to finan-
cial services and products, poses significant social and security 
challenges in Africa. This social and economic opinion aims to 
provide insights into the socio-economic and security effects of 
financial exclusion in Africa and emphasize the importance of ad-
dressing this issue. The effect of financial exclusion on economic 
inequality and poverty cannot be overemphasized [1,2]. Financial 
exclusion, according to Seidu and Shamsuddeen (2020) refers to 
the limited access individuals or communities have to financial 
services and products, such as banking, credit, insurance, and 
savings. In African countries, like in many developing countries, 
financial exclusion is a pressing issue with significant social, eco-
nomic and security implications. This economic opinion aims to  

 
shed light on the social, economic and security effects of financial 
exclusion in Nigeria and highlight the importance of addressing 
this issue.

Socio-economic and Security Implications:

Financial exclusion exacerbates economic inequality and per-
petuates poverty in Africa. The lack of access to formal financial 
services, including banking, credit, insurance, and savings, ham-
pers individuals’ ability to accumulate wealth, invest in productive 
assets, and participate fully in economic activities [3-5]. Without 
access to formal financial services, individuals and households are 
forced to rely on informal and often unreliable channels for savings 
and credit. This restricts their ability to accumulate wealth, invest 
in productive assets, and participate in economic activities. Con-
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Abstract 

Financial exclusion in Africa has significant social, economic and security implications that hinder economic development and perpetuate 
inequality. Financial exclusion in Africa limits access to formal financial services for marginalized populations, exacerbating economic inequality 
and impeding wealth accumulation. It also hampers entrepreneurial activities and stifles economic growth by restricting small and medium-
sized enterprises (SMEs) from accessing credit and financial resources. Moreover, financial exclusion creates barriers to essential services 
such as education, healthcare, and housing, exacerbating social inequalities and exclusion. Additionally, it increases vulnerability to fraudulent 
activities and illicit networks, posing security risks within societies. Addressing financial exclusion requires a collaborative approach involving 
governments, financial institutions, FinTech companies, and civil society organizations. This approach focuses on enhancing financial literacy, 
expanding access to affordable and inclusive financial products, leveraging technology and digital solutions, and establishing an enabling 
regulatory environment. By prioritizing financial inclusion, Africa can reduce poverty, stimulate economic growth, promote social integration, 
and enhance security within societies. Implementing inclusive financial policies and embracing technological innovations are crucial steps 
toward building a more inclusive and resilient financial ecosystem in Africa.
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sequently, financial exclusion widens the income gap and dispar-
ities, hindering social mobility and perpetuating poverty among 
vulnerable populations. Recent studies [3,4] (Seidu & Shamsud-
deen 2020) examined the relationship between financial inclusion 
and poverty reduction in Sub-Saharan Africa. It was found that 
increasing financial inclusion significantly reduces poverty rates, 
emphasizing the importance of improving access to financial ser-
vices to alleviate poverty and promote inclusive growth.

Financial exclusion limits the prospects of entrepreneurship 
and economic Growth in Africa by stifling entrepreneurship and 
hinders economic growth in Africa [6,7]. Small and medium-sized 
enterprises (SMEs) are vital drivers of economic development, yet 
they often struggle and face several challenges in accessing for-
mal financial services. The lack of credit, savings, and insurance 
products restricts business expansion, restricts job creation, and 
hampers innovation. By excluding a significant portion of the pop-
ulation from the financial system, Africa’s economies are deprived 
of the potential contributions that entrepreneurship and SMEs 
can offer.

Financial inclusion and entrepreneurship are two critical 
drivers of economic development and poverty reduction in Afri-
ca. Entrepreneurship plays a vital role in fostering innovation, job 
creation, and sustainable economic growth [2,6]. In recent years, 
there has been increasing recognition of the synergistic relation-
ship between financial inclusion and entrepreneurship in Africa. 
Access to financial services enables aspiring entrepreneurs to 
start and expand their businesses, while entrepreneurship con-
tributes to economic growth and creates opportunities for indi-
viduals to improve their financial well-being. Consequently, pro-
moting financial inclusion among entrepreneurs has emerged 
as a key policy priority for governments and development orga-
nizations across the continent. However, despite progress made 
in advancing financial inclusion in Africa, significant challenges 
persist. According to the Global Findex Database [7], a substantial 
portion of the African population, particularly those in rural areas 
and marginalized communities, still lacks access to formal finan-
cial services. Limited financial literacy, high transaction costs, and 
inadequate infrastructure pose barriers to entrepreneurship and 
impede inclusive economic growth.

According to a recent study by Demirguc-Kunt et al. [6],en-
hancing financial inclusion can significantly boost entrepreneur-
ship in Africa. The study highlights that improved access to credit 
and financial resources enables entrepreneurs to invest in their 
ventures, purchase necessary equipment, and hire skilled labor. 
Moreover, financial inclusion fosters entrepreneurial resilience by 
providing a safety net against unexpected shocks and facilitating 
business continuity. Also, Ali, Mafoua, Yogo [8] examined the link 
between financial inclusion and economic growth in Sub-Saharan 
Africa. The study highlighted a positive relationship, indicating 
that increased financial inclusion positively impacts entrepre-
neurship, investment, and overall economic growth.

In addition, financial exclusion contributes to social instability 
and exclusion in Africa. Individuals who are financially excluded 
lack the means to fully participate in society and face difficulties 
accessing essential services such as education, healthcare, and 
housing. In order world, individuals who are financially excluded 
are more susceptible to social exclusion, as they lack the means 
to participate fully in society. Financial exclusion fuels social in-
stability and exclusion. Limited access to financial services affects 
their ability to secure housing, education, healthcare, and other 
essential services, perpetuating a cycle of poverty. This exclusion 
can lead to social tensions, unrest, and potential conflicts, perpet-
uating social inequalities, marginalization, social exclusion, and 
undermining sustainable development. A study by Mamatzakis, 
Zhang, Wang [9] investigated the social consequences of financial 
inclusion in African countries. The findings demonstrated that fi-
nancial inclusion positively affects social development indicators, 
such as poverty reduction, education, and health outcomes. The 
study underscored the importance of inclusive financial policies 
and interventions in tackling social exclusion.

The security implications of financial exclusion are numerous. 
Financial exclusion has security implications at various levels in 
Africa. Firstly, it increases the vulnerability of individuals to finan-
cial fraud and cybercrime [10,11]. When individuals are excluded 
from formal banking systems, they are more likely to resort to in-
formal channels, which are less regulated and prone to fraudulent 
activities. Additionally, financial exclusion can exacerbate income 
inequality, which has been linked to higher crime rates. It creates 
an environment conducive to illicit activities, as individuals may 
turn to informal and criminal networks to meet their financial 
needs [12,13]. Gelb, Decker [14] highlighted the security risks as-
sociated with financial exclusion in Africa. The study emphasized 
that financial inclusion enhances security by reducing poverty, 
inequality, and the likelihood of engaging in illegal activities. The 
findings underscored the importance of inclusive financial poli-
cies in promoting security and stability.

Providing Solutions to highlighted Problems

First, financial inclusion is a solution without side effects. Ad-
dressing financial exclusion in Africa requires a comprehensive 
and collaborative approach involving governments, financial in-
stitutions, regulators, and other stakeholders. Enhancing financial 
literacy and education is crucial to empower individuals with the 
necessary knowledge and skills to make informed financial deci-
sions. Furthermore, expanding access to affordable and inclusive 
financial products and services, such as mobile banking and mi-
crofinance, can bridge the gap between excluded populations and 
formal financial systems.

Recent efforts to promote financial inclusion in Africa have 
gained momentum. The African Union has developed the African 
Financial Inclusion Policy Framework, which provides guidance 
for member countries in implementing inclusive financial strat-
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egies. Additionally, initiatives such as the Alliance for Financial 
Inclusion (AFI) and the African Development Bank’s Financial In-
clusion Strategy are working to enhance financial inclusion across 
the continent.

Another key solution to mention is the technological ad-
vancements, particularly in mobile banking and digital financial 
services, have played a crucial role in expanding financial access 
in Africa. Mobile money platforms, such as M-Pesa in Kenya and 
EcoCash in Zimbabwe, have demonstrated the transformative po-
tential of mobile-based financial services in reaching underserved 
populations. Lastly, collaboration between governments, financial 
institutions, FinTech companies, and civil society organizations is 
essential to drive sustainable progress in financial inclusion. This 
includes creating an enabling regulatory environment, investing 
in digital infrastructure, fostering innovation, and promoting fi-
nancial education programs tailored to the needs of diverse pop-
ulations.

Conclusion

Financial exclusion in Africa has profound social and securi-
ty effects. It perpetuates economic inequality, hampers entrepre-
neurship and economic growth, contributes to social instability, 
and poses security risks. Recent studies have highlighted the pos-
itive relationship between financial inclusion and poverty reduc-
tion, economic growth, and social development. To address finan-

cial exclusion, Africa must prioritize efforts to enhance financial 
literacy, develop inclusive financial products and services, and 
foster collaboration among stakeholders. The implementation of 
inclusive financial policies, leveraging technological innovations, 
and promoting partnerships will be critical in advancing financial 
inclusion and mitigating the social and security consequences of 
financial exclusion in Africa.
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