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ABSTRACT 

The development of the banking sector depends on financial technological 

innovation which is needed to enhance growth in a competitive business 

environment. It has improved the quality of banks’ services and reduced 

the operational costs. Despite gaining a lot of attention and its benefits, 

many consumers are still not willing to use it. The purpose of this study 

was to investigate the determinants of financial innovation adoption. A 

mixed design research approach was used employing secondary data. All 

21 listed banks in Nigeria constituted the target study population for this 

research. The data collected was analyzed with the aid of descriptive 

statistical techniques such as frequencies and percentages. Multivariate 

logit regression was used to test the hypotheses and identify the factor that 

determines of financial innovation adoption with the aid of Statistical 

Package of Social Sciences (SPSS) Version 21. Key findings from the 

study disputed the null hypothesis on fraud risk and concluded that fraud 

risk and Transaction cost are significant on the adoption of all products of 

financial technology innovation. Adoption of ATM is the most popular, 

followed by POS. It is expected that this study will assist in understanding 

and sharpening of the strategic development focus in the banking industry. 

It amongst others recommended that Banks have to intensify product 

promotion and public enlightenment, to stimulate loyalty. Banks must 
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improve their core competence and comparative advantage in order to 

deliver and encourage financial technology innovation adoption. Same 

study could be replicated for other financial institutions, or comparative 

analysis carried out on financial variables and customer’s perception as 

determinant of financial innovation adoption in Nigeria. 

 

Keywords: sustainable, multivariate logit regression, entrepreneurship  

 

 

INTRODUCTION 

The national economic development plan was designed to reduce the 

dependence of the economy on a narrow range of activities and broaden 

economic bases as well develop an innovative technological base. The 

economic downturn of the early 1980s in Nigeria necessitated the 

implementation of Economic Stabilization Measures and later the 

Structural Adjustment Programme (SAP) which was aimed at creating a 

more market-friendly economy and encourages private enterprises through 

improved financial technology innovation and advancement. 

 

Nigeria has imported foreign technology worth billions of dollars; most 

have become obsolete in communication, industrial, health and 

educational sectors. There has been the absence of remarkable indigenous 

efforts to evolve sustainable indigenous technology. However, recently the 

public are now concerned about development of sustainable innovation in 

the Nigeria. Hence, there is a need for supporting policies for 

entrepreneurship and innovation. There are several associated factors that 

work against technology innovation for sustainable entrepreneurship in 

Nigeria, which need to be studied (Agri, Kennedy, Bonmwa & Acha, 

2018).  

 

This is one of the concerns of this study, especially as regard the banking 

industry. Nigeria‟s low absorptive capacity and underutilization of 

existing capacity seem to be caused by lack of technology innovation in 

entrepreneurship. Nigeria‟s economic circumstances require bold 

technological entrepreneurship, not imported technology but complete 

technology transfer or adaptation that suit our environment and save costs 
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and foreign reserves. The banking sector has embraced the use of 

technology to serve its client‟s faster and also to do more with less 

(Parasuraman, 2000).  Innovation can be defined simply as a new idea, 

device or method. However, innovation is often also viewed as the 

application of better solutions that meet new requirements, unarticulated 

needs, or existing market needs. Meaningful economic development is a 

product of the blending of three processes, need, invention and 

entrepreneurship. Innovation results from the blending of two processes, 

invention and entrepreneurship but without an understanding and formal 

articulation of entrepreneurial process it becomes impossible to focus on 

the key issues that ought to inform realistic economic development. Many 

ventures were established by one or more individuals or groups with the 

expectation of the business bringing in a financial gain for all stakeholders 

through creating solution to identified problem. When it comes to creating 

the solution, an innovation strategy could be a product improvement or 

complete new invention breakthrough (Ahmed & Shepherd, 2010). 

 

Innovation is the combination of an inventive process and an 

entrepreneurial process to create new economic value for defined 

stakeholders and focuses on the policy implications of this duality. Most 

business ventures are created based on demand of the market or a lack of 

supply in the market. The innovative sees challenge as opportunity and 

embark on innovation strategy, a plan to grow market share or profits 

through product and service innovation (Terziovski, 2010). 

 

Enterprises can no longer afford to think only in terms of efficiency and 

the 10-year plan. The new business model relies on fluidity, a company 

poised to pivot is one that‟s best prepared for the future. Flexible 

businesses are better positioned to keep up with the rate of change in 

technology and markets. Success in technology adoption, talent 

recruitment and retention, and strategy development creates agile 

companies (Keupp, Palmie & Gassman, 2012). In terms of profit, techno 

entrepreneurs operate in the same way as standard businesses and aim to 

create and maximize profit for stakeholders, such as investors and 

stockholders. Social entrepreneurs view profit largely as a means for 

either self-sufficiency or sustainability, depending on the business model. 
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Social businesses built on a for-profit model treat profit as a means of 

sustainability, and stakeholders can earn additional compensation from 

that profit. It often turns out that for an entrepreneur with a great idea or 

an invention it is difficult to get a complete picture of what exactly should 

be done to be successful. Furthermore, it is not clear what the sequence of 

actions is to raise the money that you need (Brooks, 2009). 

 

Statement of the Problem  

One of the primary ways of achieving national economic development is 

through innovation of robust financial technology. This motivation drives 

entrepreneurship and in the case of the banking sector especially in 

frontier markets, it enhances growth especially in a competitive business 

environment. Many industries embark on improving customer satisfaction 

by getting the latest technology to improve their organization‟s 

performance. They believe that acquisition of latest technology will 

improve operating practices and the quality and quantity of their goods 

and services. This is often complemented by other opportunistic customer 

responsive practices such as aggressive marketing strategies, sales 

promotion, public relations and others. However, this has not affected 

national economic development in Nigeria positively because these 

innovations are not supported by effective strategies for their 

implementation. 

According to CBN, since recapitalization, there has been increase in 

deployment of technical devices, service and products in Nigerian banking 

industry owing to competition, growth in commerce, availability of fund 

and desire to satisfy customers‟ need (Ojo & Lawal, 2014). This is 

because of the many advantages and importance of financial innovation 

(Adesina & Ayo, 2010). But what about the inherent costs and risks such 

as fraud and dumping are they well compensated by sustainable 

development and profit and are there sustainable strategies to curtail 

them? 

Objectives 

This study is determined to evaluate the impact of Financial Technology 

Innovation Adoption in the Banking Sector in Nigeria on National 
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Economic Development. The study was guided by the following 

objectives; 

1 To explore the effect of fraud risk on financial innovation adoption 

in Deposit Money Banks  

 in Nigeria.    

2 To appraise how transaction cost affect financial innovation 

adoption in Deposit Money Banks  

 in Nigeria. 

 

Research Hypotheses   

In order to address the above objectives, the following hypotheses to 

determine the factors that influence customers‟ financial technological 

innovation adoption were tested.  

1    Ho:  Fraud risk has no significant effect on financial technology 

innovation adoption. 

2     Ho: Transaction cost has no significant effect on financial 

technology innovation adoption.  

 

This study becomes important in view of the recent trend in global 

financial sector where technology culture is in vogue and various 

governments are embarking on financial reformative processes. The study 

appraised the patronage, utilization and adoption of financial 

technological innovation in Nigeria Deposit Money Banks within the last 

15 years by the banks and customers. This become important in view of 

the government involvement and interest in financial deepening and 

inclusion; more so the level of resources commitment by banks to 

technological innovation to enhance customers‟ satisfaction and the 

growth of e-commerce. 

 

 

REVIEW OF RELATED LITERATURE  

In this section the researcher reviewed relevant literature on theoretical, 

empirical and conceptual framework issues which are found to be 

essential to the adoption of financial innovation. Financial innovation is 

borne on the acquisition and utilization of ICT to enhance the operations, 

activities and performance of Nigerian deposit money banks. In the 
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context of this study, financial technological innovation is the totality of 

multi-channel service provided through ATM, Internet banking, Mobile 

banking, Point of sale terminal and Electronic Fund Transfer. It is these 

facilities that are referred to as financial technological innovation by 

financial intermediaries in this study. 

 

Theoretical Framework 

According to Muiruri and Ngari (2014) a theoretical framework guides 

research, determining what variables to measure, and what statistical 

relationships to look for in the context of the problems under study. 

Theories and models on innovation adoption which informed this study 

are; Theory of innovation, Innovation diffusion theory and fraud risk 

theory. These theories informed the source of the variables of the study 

and the interactions between the dependent and independent variables. 

 

Schumpeter Theory of Innovation 

Schumpeter drew a clear distinction between the entrepreneurs whose 

innovations create the conditions for profitable new enterprises and the 

bankers who create fund to finance the construction of the new ventures 

(Sledzik, 2013). He emphasized heavily that the special role of credit-

creation by bankers was „the monetary complement of innovations‟ 

(Sledzik, 2013).As independent agents who have no proprietary interest in 

the new enterprises they finance, Bankers are the capitalists who bear all 

the risks (none is borne by the entrepreneurs). They require having the 

special ability to judge the potential for success in financing 

entrepreneurial activities. His propositions particularly interesting allusion 

to innovations in the banking sector is found in Schumpeter‟s discussion 

of the banking acts of the 1930s. Innovation is more than simply coming 

up with good ideas; it is the process of growing their practical use.  

Financial innovation is the core of the strategic transformation of 

commercial banks. Sledzik (2013) classified it into two major categories: 

product and service innovations. Product innovations comprise of the 

creation of a new good which more adequately satisfies existing or 

previously satisfied needs. Product innovations also include the creation of 

completely new products, which provides a monopoly position to the 
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innovator. Schumpeter‟s assertions have been supported by Grebel (2007) 

that innovation is vital for a country‟s long-run economic growth and 

competitive advantage. Grebel (2007) argues that to compete effectively 

in international markets, a nation‟s businesses must continuously innovate 

and upgrade their competitive advantages. Innovation and upgrading come 

from sustained investment in physical as well ais intangible assets.   

 

Innovation Diffusion Theory 

According to Rogers (2003), the factors which influence the diffusion of 

an innovation include; relative advantage (the extent to which a 

technology offers improvements over currently available tools), 

compatibility (its consistency with social practices and norms among its 

users), complexity (its ease of use or learning) and observability (the 

extent to which the technology's outputs and its gains are clear to see). IT 

diffusion, involves more than acquiring computers and microelectronics 

based gadgets and related know-how. It involves preparedness and 

development of technical change-generating capability to adopt given 

technology to diverse needs. According to these theories, innovation 

without communication, coordination and understanding may be useless 

as it is not likely to achieve much either for the banks or the customers. 

There must be timely communication that is diffusion of information. This 

leads to time consciousness and reduction in response time, which 

influence the turnaround time (Bamidele, 2006). 

 

Anyasi and Otubu (2009) defined diffusion as the process of 

communicating an innovation through certain channels over a certain 

period of time among the group of a social system. They also define the 

communication as a process where people create and share information 

among one another to reach a mutual understanding. Porteous (2006) 

argued that, there are four stages in innovation diffusion process; 

invention, diffusion (or communication) through the social system, time 

and consequences. It is believed that, an innovation with relative 

advantage, with built in safety and less complexity will be adopted easily 

and faster by an individual.  
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Fraud Triangle Theory 

Fraud is one of inherent risks in banking often perpetuated by customers, 

staff, even management staff. Fraud in bank could be internally or 

externally carried out or by collaboration of both forces. Event has proved 

that some factors aid perpetuation of fraud, especially in this information 

age. The faceless, boundariless and no wavelength policing characteristics 

of technology made it susceptible to fraudulent practices. An American 

criminologist named Cressey Donald in 1950s developed the Fraud 

Triangle Theory Model where he explained that in most incidences of 

fraud some common three factors are always present: perceived financial 

needs (greed- motivation), perceived opportunity and 

rationalization/justification.  There is also the Diamond theory proposed 

by Wolfe and Hermanson (2004) that added fourth dimension to fraud 

theory. This is capability factor. The most essential fraud ingredients 

common to both models are greed, opportunity and exploitation as 

displayed in Figure 2.1   

RATIONALIZATION 

 

 

 

 

 

 

GREED /MOTIVATION       OPPORTUNITY 

 

Figure 1.1 Fraud Triangle Model 

According to a survey (Hayward, 2007), it was found that greed constitute 

the main cause of fraud, responsible for about 65% of the cases. In term of 

opportunity, it was found out that fraud thrives where internal control is 

weak, poor security system and little chance of detection or immediate 

apprehension. To some people fraud is seen as being smart and this is their 
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justification. These are quite evident in some of the character trait of 

fraudsters where trait such as ego, illusion, positioning and intelligence 

abound. The menace of faceless looters who exploit open opportunities, 

constitute fraud risk in the adoption of technologically based banking 

operation such as financial innovation. Therefore understanding, 

recognizing and tightening the loopholes for security and fraud risks will 

be a step in the right direction towards encouraging financial innovation 

adoption. 

 

Researcher’s Conceptual Model 

A researcher conceptual model is a set of broad ideas and principles taken 

from relevant fields of enquiry and used to structure a subsequent 

presentation (Kombo & Tromp, 2009). Unlike theory, a concept is an 

abstract or general idea inferred or deduced from specific instance 

therefore it does not need to be discussed to be understood. The model we 

developed proposed that financial innovation adoption can be modeled 

with the variables derived from literature. The relationship between 

dependent variable, that is, financial technology innovation adoption 

(customer base, deposit base and instruments/channels) and two 

independent variables namely; financial fraud risk and transaction cost as 

shown in Figure 2.2 were be examined. 

      Independent variables                                  Dependent variable                                         

                                                                          

                                                                                                                                     

 

 

  

 

 Figure 2.2 Conceptual Model 
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Empirical Review  

Empirical literature review is a directed search of published works, 

including periodicals and books, that discusses theory and presents 

empirical results that are relevant to the topic at hand (Zikmund, Babin, 

Carr & Griffin, 2010). There is a need to consider the work and efforts of 

the earlier scholar in the area of study, review their focus, method, result 

and contributions so as to provide a solid base for the investigation and 

finding of this study on financial innovation adoption. 

 

FINO, these are non-paper computer-based technology payments 

instruments. The electronic payments system is made possible by the 

existence of electronic device.  The use of Point of Sale Terminals, 

Electronic Fund Transfer (ETF), Internet banking, Automated Teller 

Machine (ATM), Telephone banking and Mobile banking are the major 

products of financial technological innovation (electronic banking) in 

Nigeria. 

 

A study on financial innovation by Ejike (2019)  revealed that most of the 

financial innovations have a positive effect on income generating 

potentials of banks. He noted that the the diffusion of financial innovation 

is more determined by customer‟s acceptance than by the seller offerings.  

As Woldie, Hinson, Iddrison and Boateng (2008) rightly observed: “It is 

one thing to innovate, but entirely another for the innovation to be 

accepted by consumers” O‟Connell (1996) demonstrated that the 

explanation for slow growth of financial innovation is caused by 

Customers response. This is in line with the financial incentive report 

which states that new innovation adoption by the majority of the 

customers depends mainly on awareness and usefulness. Customer 

dissatisfaction with branch banking because of long queuing and poor 

customer service is an important reason for the rapid movement to 

electronic delivery (Karjaluoto, Mattila & Pento, 2002). In the view of 

Abubarka and Tasmin (2012), it was the issues of increasing demand to 

meet customers‟ expectation for customer service delivery, 

trustworthiness of the information system and competition in financial 

services that spur innovation revolution. It is quite evident from these 
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studies that enhancing innovation for qualitative prompt service delivery 

in the banking industry is a must in a rapidly changing market place. 

 

Camelia and Angela (2011) investigated the effect of financial innovation 

on operational efficiency of Romanian banks spanning from 2002 to 2010. 

The data envelopment analysis was applied to reach a conclusive 

evidence. The study found that banks efficiency depends on financial 

technology innovation and diversification while Prerna and Singh (2011), 

finds it negatively related to deposits market share of small banks. The 

highest fear of customers about innovative banking is that of insecurity, 

next is cost and incompatibility. The larger the financial innovation 

adoption rate, the larger the customer base, the greater the customer base, 

the larger the deposit base (Auta, 2010).   

 

Olaoye and Dada (2014) revealed that security concern among customers 

was the top ranking obstacle for non-adoption of financial innovation in 

Latin America. Perceptions of risk are a powerful explanatory factor in 

consumer behavior as individuals appear to be more motivated to avoid 

mistakes than to maximize benefits. Fraud is commonly understood as 

dishonesty, a deception deliberately practiced in order to secure unfair or 

unlawful gain. Fraud in the context of financial innovation is the 

unintentional (operational error) and deliberate action undertaken by 

players in the financial services leading to cheating or deriving unlawful 

gains and/or denying other players of their legitimate resources (Olaoye & 

Dada, 2014).   

 

The new technologies adopted by financial institutions are making them 

increasingly vulnerable to various risks such as phishing, identity theft, 

card skimming, social engineering, website cloning and cyber stalking. 

Key fraud enablers in financial innovation services are: Weak regulation, 

Maturity of the Financial system, Processes Compliance monitoring, 

Consumer awareness, Poor communication within the system, High cost 

of transactions, Pricing policies, Cultural issues and Seasonality (Olaoye 

& Dada, 2014).  
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Credibility or risks and financial cost considerations were seen as the 

major setback with regards to customers‟ adoption of innovative banking 

services (Agbemabiese, Patrick & Joseph, 2015). Bong-Keun and Yoon 

(2013), opines that transaction or financial cost have a significant impact 

on behavioral intention towards mobile banking usage. Consumers will 

seek out those financial products and suppliers which offer the best value 

for money. Customers would like the benefits from the adoption of a new 

innovation to be commensurate with the costs associated with the 

adoption of the innovation (Premkumar & Roberts 1999). In a study 

carried out by Agbemabiese, Patrick and Joseph (2015), results from the 

questionnaires administered revealed that, a total numbers of one hundred 

and thirty (130) respondents strongly testified that, financial cost of using 

innovative banking service would have no impact on their decision 

towards the adoption and use of the service provided. On the contrary, 

another set of twenty (20) respondents were discouraged by the cost of 

using innovative banking services and to them it was too high, even if it is 

useful they will still not adopt the innovation. This means that, some 

customers were willing and would not mind the stress of going for branch-

base transaction if the cost of innovative banking is high. Where the costs 

are low, this will encourage greater usage of the innovative banking 

services. Basically, this research finding shows that high financial cost has 

a negative effect on consumers‟ adoption and use of innovative banking 

services. If an individual thinks that a choice of innovative banking is 

more costly and less beneficial, he/she might not adopt it even though 

he/she has a positive attitude toward financial innovation (Sierzchular, 

Bakker, Maat & Van-Wee, 2014).  

 

METHODOLOGY 

In this section the researcher discussed measures to ensure a thorough and 

well reported investigation, focusing on data collection and analysis 

methods. Research design was described by Oloyo (2001) and Newing 

(2011) as the arrangement of conditions for collection and analysis of data 

in a manner that aims to combine relevance to the research purpose with 

economy in procedure. This study used mixed method design, combining 

exploratory with correlation techniques.  Correlation research design 

identifies the association between two or more variables. It has been 



FINANCIAL TECHNOLOGY INNOVATION ADOPTION IN THE BANKING SECTOR IN NIGERIA AND 
NATIONAL ECONOMIC DEVELOPMENT    

 

13 
 

successfully used for social economic survey by other researchers e.g. 

Abdul, Muhammad and Khadim-Ali (2013) on their study on factors 

affecting adoption of mobile banking in Pakistan. Also Auta (2010), on 

Nigeria, used exploratory design to investigate the adoption of e-Banking 

in developing economy.  

Going by the above samples and explanation, all recapitalized 21 banks in 

Nigeria were the target population of this study. Issues relating to 

innovation products and services are normally directed from the head 

office of all the banks. This was why the 21 recapitalized banks head 

office was the target. Kothari (2004) defines secondary data as data that 

is already available, referring to the data which have already been 

collected and analyzed by someone else. Polit and Beck (2003) explain 

that secondary data involves the use of data gathered in a previous study 

to test new hypotheses or explore new relationships. Secondary data on 

banks were collected on; value of total deposits; volume and value of 

transaction on ATMs, POS terminals, Mobile banking, Internet banking 

and EFT; financial innovation fraud, forgery and robbery statistics, 

Promotion and advertisement costs; and profitability. These secondary 

data were collected from the  statistical bulletin of Central Bank of 

Nigeria, National Bureau of Statistics and Nigeria Interbank Settlement 

System over a period of ten years (2005-2014).  

 

Multivariate Regression analysis for Secondary data 

In this work there were multiple dependent variables (i.e., ATM, POS, 

EFT, MB and IB) and multiple independent variables (Fraud Risks and 

Transaction Costs). In such a situation, multivariate regression is used to 

predict the value of one or more responses from a set of predictors. It can 

also be used to estimate the linear association between the predictors and 

responses. Predictors can be continuous or categorical or a mixture of 

both. This type of analysis is desirable because researchers often 

hypothesize that a given outcome of interest is affected or influenced by 

more than one thing (Hall & Media, 2016).  

Researchers in economics and other social sciences often use regression 

analysis to study social and economic phenomena, a statistical tool that 
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allows one to examine how multiple independent variables are related to 

multiple dependent variables. This latter process is called “Multiple 

Regression‟‟ Users of Multivarate regression on financial investigation 

includes Richardson and Smith, (1993); Tsay, (2005) and Cochrane, 

(1997)  

Model Specification and Test 

Before regression, diagnostic tests as recommended by Malhotra and Dash 

(2011) were conducted to assess the model‟s underlying statistical 

assumptions. To check for normality, the study used skewness and 

kurtosis statistic to check the distribution of the variables and as 

recommended by Myoung (2008). The model fitness of all variables were 

confirmed.  

RESULTS AND DISCUSSION OF FINDINGS  

Evidence over the years as shown in Figure 4.1 revealed that the number 

of risk and fraudulent activities are relatively stable in financial 

innovation, but it is steadily increasing in the recent time with a sharp 

increase between 2013 and 2014. On the other hand, the value and amount 

of loss due to fraud is tumbling down but since 2012 it has started to 

witness gradual increase again. This is in tandem with the finding on 

primary data. However, for financial innovation to be widely adopted and 

made popular fraud and security risk has to be curtailed if not totally 

removed. Nobody would want to lose his or her money or investment 

cheaply. One main essence of banking is security now and in the future. 

One may as well continue to keep his or her money at home or other asset, 

if the banks and their products are not safe and secured.   
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Figure 4.1 Numbers, Value and Amount loss on Fraud per Annum 

 

As shown in Figure 4.2, transaction cost over the years is increasing 

steadily especially the running cost, while the Annual fees and the 

Management fees charged have remained stagnant. But in the recent time, 

from 2012, Management fees seems to start rising moderately. The crux of 

the matter is rapidly increasing running cost from 2009. If this is passed to 

the customers definitely they will complain. The incidence of cost is 

spread all over and it is common to all components of financial innovation 

(Dependent Variables). Banks should look into the cost effect of 

technological innovations as customers are ever cost conscious otherwise 

an increase in service cost as  a result of technological innovation will 

have a negative influence on financial innovation adoption. Financial cost 

considerations were the major setback with regards to customers‟ adoption 

of innovative banking services (Aderonke, 2010). Bong-Keun and Yoon 

(2013), opines that transaction or financial cost have a significant impact 

on behavioral intention towards mobile banking usage and adoption.  
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Figure 4.2 Management fees, Annual charges and Running Cost by Banks on 

Financial Innovation 

 

Multivariate Regression Analysis Test and Results  

The study used multivariate regression for data analysis which is about 

multiple linear relationships, where more than one dependent variable 

response is measured on each sample unit. Multivariate tests provide a 

way to understand the structure of relations across separate response 

measures (Asghar & Saleh, 2012). 

 

MODEL FIT / DETERMINANT OF ATM INNOVATION 

ADOPTION  

To assess the Model Fit for ATM, Goodness Fit Statistics, such as the 

adjusted R and R² values were examined. These Statistics provided 

evidence of a good Model Fit. They all have values close to 1, as shown in 

Table 4.3. The Anova table indicates that the overall model was a good fit 

since (F-value=2324.554 and p-value=0.000<0.05).  These values were 

acceptable according to Asghar and Saleh (2012).   
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Table 4.3. Fraud and Transaction cost on ATM 

Coefficients
a
 

Model Unstandardized Coefficients Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

 

(Constant) 3.672 .658  5.584 .003 

FR .008 .031 .005 .268 .010 

TC -.076 .074 -.037 -1.025 .035 
 

a. Dependent Variable: ATM 

 

ATM =3.672 +0.008(FR)-0.076(TC) + error 
 

FR, Positively but minimally affected ATM adoption- 

ATM                         . This means one unit change in 

FR results in 0.008 units increase in ATM adoption 

TC, Negatively but minimally affected ATM adoption-  

ATM                        . This means one unit change in 

TC results in 0.076units reduction in ATM adoption.  

 

MODEL FIT / DETERMINANT OF POS/EFT INNOVATION 

ADOPTION 

To assess the Model Fit for POS/EFT, Goodness Fit Statistics, such as the 

adjusted R and R² values were examined. These Statistics provided 

evidence of a good Model Fit. They all have values close to 1, as shown in 

Table 4.4. The Anova table indicates that the overall model was a good fit 

since (F-value=5.636 and p-value=0.043<0.05).  These values were 

acceptable according to Asghar and Saleh (2012).   

 

Table 4.4. Fraud and Transaction cost on POS /EFT 

Coefficients
a
 

Model Unstandardized Coefficients Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

 

(Constant) -12.496 11.390  -1.097 .323 

FR .209 .537 .122 .390 .007 

TC 1.872 1.278 .967 1.465 .020 
 

a. Dependent Variable: POS/EFT 
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POS/EFT = -12.496 +0.209(FR)+1.872(TC) + error 
 

FR, Positively but minimally affected POS/EFT adoption- 

POS/EFT                        . This means one unit change in FR 

results in 0.209 units increase in POS/EFT adoption 

TC, Negatively but minimally affected POS/EFT adoption-  

POS/EFT                        . This means one unit change in TC 

results in 1.872 units increase in POS/EFT adoption. 

 

MODEL FIT / DETERMINANT OF IB INNOVATION ADOPTION 

To assess the Model Fit for IB, Goodness Fit Statistics, such as the adjusted R 

and R² values were examined. These Statistics provided evidence of a good 

Model Fit. They all have values close to 1, as shown in Table 4.5. The Anova 

table indicates that the overall model was a good fit since (F-value=15.439 and 

p-value=0.005<0.05).   

 

Table 4.5. Fraud and Transaction cost on IB 

Coefficients
a
 

Model Unstandardized Coefficients Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

 

(Constant) -8.929 5.474  -1.631 .164 

FR .134 .258 .104 .518 .063 

TC .667 .614 .461 1.086 .003 

a. Dependent Variable: IB 
 

POS/EFT = -8.929+0.134(FR)+0.667(TC) + error 

 

FR, is not considered. (the p value = 0.63< 0.05). 

TC, Positively and significantly affected IB adoption-  

IB                        . This means one unit change in TC 

results in 0.667 units increase in IB adoption. 

 

MODEL FIT / DETERMINANT OF MB INNOVATION 

ADOPTION  

To assess the Model Fit for MB, Goodness Fit Statistics, such as the 

adjusted R and R² values were examined. These Statistics provided 

evidence of a good Model Fit. They all have values close to 1, as shown in 
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Table 4.6. The Anova table indicates that the overall model was a good fit 

since (F-value=7.383 and p-value=0.025<0.05).   

 

Table 4.6.  Fraud and Transaction cost on MB 

 Coefficients
a
 

Model Unstandardized Coefficients Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

 

(Constant) -19.277 15.044  -1.281 .256 

FR -.357 .709 -.141 -.504 .006 

TC 1.590 1.687 .555 .942 .039 

 

a. Dependent Variable: MB 
 

MB = -19.227-0.357(FR)+1.590(TC) + error 

 

FR, Negatively affected MB adoption- 

MB                        . This means one unit change in FR 

results in 0.357 units increase in MB adoption 

TC, Positively and significantly affected MB adoption-  

MB                        . This means one unit change in TC 

results in 1.590 units increase in MB adoption. 

 

HYPOTHESES TESTS 

The study used Multivariate regression analysis to determine the statistical 

relationship between the independent and dependent variables. All the null 

hypotheses stated for this study were tested.  

 

Hypothesis 1:  

Fraud Risk has no significant effect on Financial Innovation adoption                                           

The result disputed the null hypothesis and concluded that fraud risk is 

relevant and affects the adoption of all products of financial innovation at 

5 %. 

 

Hypothesis 2: 

Transaction Cost has no effect on Financial Innovation adoption 



JOURNAL OF ASSOCIATION OF PROFESSIONAL BANKERS IN EDUCATION                                       
(Volume. 5, No. 1, November/December, 2019) 

20 
 

The null hypothesis was rejected and conclude that the regression 

coefficient for TC has been found to be statistically different from zero for 

the adoption of Electronic Fund Transfer relative to ATM. The result of 

the regression concluded that for ATM, POS, IB and MB transaction cost 

is generally significant to all products of financial innovation at 5%, but 

for EFT even at 1%. 

Analysis of the secondary data showed that Fraud risk affects financial 

innovation adoption on all the products.  

Based on Fraud risk - All products except IB are affected. 

Though mildly for ATM and POS/EFT, but significantly for MB. 

Based on Transaction Cost - All products are influenced by TC, but it is 

more pronounced and significant with IB and MB.  

Fraud risk seems to have proved the most dangerous to financial 

innovation adoption as opined by Soludo, (2008).  

Evidence from facts and figures confirmed that volume and value of 

transactions in FINO is growing up yearly. This mean acceptance and 

adoption of financial innovation is picking up, but the rate of adoption of 

ATM is moving faster, than others. This may be attributable to CBN and 

Federal Government policy on Cashless Transaction Policy since 2012. 

However, Woldie et al., (2008) rightly observed: “It is one thing to 

innovate, but entirely another thing for the innovation to be accepted by 

consumers.‟‟ The banks have to do more to encourage and stimulate the 

customers on financial innovation adoption. 

 

SUMMARY OF FINDINGS. 

Findings from the study showed that Nigeria‟s slow adoption of financial 

innovation in banking practice is rapidly changing for the better. 

Awareness for financial innovation in Nigeria is increasing and it 

accounted for N10 trillion worth of transaction in 2014 (NIBSS, 2015). 

ATM is the mostly widely adopted financial innovation and mostly 

common. This is followed by EFT and POS in that order. Other channels 

like MB and IB are just getting off their starters‟ block. A view supported 

by Joshua (2010), in Ghana. The lead determining factor based on 

Multivariate regression is Fraud/ Security Risk. This was also supported 
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by evidence from Ezeoha (2005), and Kondabagil (2007). Transaction 

cost take the lead as determinants for Internet Banking and Mobile 

Banking. With intensification of public enlightenment, promotion and 

advertisement, development and good maintenance of infrastructure, rate 

of adoption will improved rapidly. More so in view of the current 

government recently introduced cashless policy, findings have shown that 

with improved technological development and provision of basic 

infrastructure there will be improved adoption of financial innovation with 

overall reduction in the amount of cash based transactions.  

Fraud/ Security risk is very important variable and first objective in 

determining the decision of customers to use and adopt financial 

innovation.  Customers are often skeptical on security issues and are afraid 

of fraud risks. Finding from the respondents on security and fraud risks 

showed that despite its poor reputation on the subject matter, ATM is still 

the most preferred by customers, compared to other innovation products, 

despite the fact that it appears to be the most fraudulent and security risk 

ladened. One would have thought that the level of security risks often 

associated with ATM would have deterred its preference, the result proved 

contrary to expectation.  

Transaction cost is the second objective and independent variable. It is 

one of the major determinants of customers‟ financial innovation 

adoption. From findings, there is relatively fair distribution of opinion as 

far as transaction cost is concerned.  It is either that the products are 

generally costly or cost of transaction is generally relatively high. 

Generally doing business in Nigeria until is costly. Individual organization 

has to provide its own basic amenities for survival. Such things as 

electricity and telecommunication services, developmental infrastructure 

taken for granted in developed economies. It is these operational running 

costs that swell up bank charges and customers‟ transaction cost as the 

costs has to be spread on financial innovation products and services which 

has to be provided round the clock. Opinion about transaction cost and 

preference seems fairly same for all products. Given the relatively high 

incidence of poverty which is around 54% (CBN, 2009), Nigerian 
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consumers tend to be highly price sensitive and to charges by Deposit 

money banks in Nigeria.  

 

CONCLUSION 

Financial innovation adoption is gradually gaining ground in Nigeria. Full 

fledge banking innovation products and services such as ATM, POS, EFT, 

Internet banking and Mobile banking services are now in use. Innovative 

banking offers benefits to both banks and customers. However, Customer 

satisfaction is derived largely from the quality and reliability of banks‟ 

innovative products and services (Curry & Curry, 2000). Banks should 

note that it is not unusual for customers to switch simply because of 

pricing, bad impression about an organization, fraud or lack of quality 

service.  

Fraud and Security Risk - Customers are often skeptical of security issues 

and are afraid of security risks and frauds. Nobody would want to lose his 

or her hard earned money or investment cheaply. One main essence of 

banking is security now and in the future. One may as well continue to 

keep his or her money at home or in other assets, if the banks and their 

products are not safe and secured. Banks still foot drag in making refund 

of genuine error. This frustrates genuine customers as it may connote 

fraudulent tendency and support sharp practices. Banks reputation and 

associated benefits of FINO can be rubbished and eroded with persistent 

fraud. It has to be tackled with all seriousness.   

Transaction Costs - Generally it is believed that doing business in Nigeria 

is costly. Individual organization has to provide its own basic amenities 

for survival, such things as electricity and telecommunication services. It 

is these operational running costs that swell up bank charges and 

customers‟ transaction cost as the costs has to be spread on financial 

innovation products and services which has to be provided round the clock 

becomes costly. Banks should look into this as customers are ever cost 

conscious otherwise and high cost will continue to have a negative 

influence on financial innovation adoption.  
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RECOMMENDATIONS   

The Deposit Money Bank is a key important sector in the economy, 

because of the big roles they play in the financial system. A country is 

only as strong as its financial system. Their dynamism therefore becomes 

a must in a developing economy like Nigeria such that they can boost the 

local commerce and be relevant and competitive in global financial order.  

From these research findings, the study recommends that Government 

reduce the running cost of financial innovation, development and 

accessibility to technology and telecommunication facilities. All these 

form the back bone of financial technology innovation development and 

its adoption. Banks must be careful about their charges and the way they 

transfer costs to customers. From competition point of view, issue of 

transaction cost becomes an important strategic matter. Banks should look 

at and reduce chances of double charging their customers under various 

disguise, bring down administrative charges and costs and possibly look 

into areas of operation and price collaboration within themselves in the 

interest of stepping up general patronage, improvement and acceptance of 

financial technology innovation.     

 

Deposit money banks should also improve on their marketing and fraud 

prevention strategies. Gone are the days of arm chair banking, 

personalized service is a viable option. This will enhance organizational 

reputation from the customers, boost their confidence in the banks and by 

extension their financial innovation products and services adoption. 

Though the customers seems to have been contented with the level of 

security risk and rate of fraud but nobody is ever completely happy when 

his hard earned money is forcefully or fraudulently taken away from him. 

Therefore security measures must be tightened, fraud rate must be reduced 

considerably. On policy matters, banks should consider coming together 

on some issues to pressurize the government on infrastructure 

development such as to improve the core competence, despite individual 

banks competitive advantage. Banks can consider venturing into provision 

of telecommunication providers service, obtain appropriate license either 

singularly or as a consortium, a move to reduce telecommunication and 

operational costs, and fast track service delivery: a strategic choice in the 

interest of their customers and adoption of financial innovation 
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APPENDIX VI 
 

SECONDARY DATA COLLECTION SHEET 

VARIABLES 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

 

 

Financial innovation adoption indices (proxies) 

 No of Customers N/A 15000000 17123290 20527397 19787671 21784813 20381072 22332356 24206641 26151240 31209823  

Bank deposit N'M N/A 1316957.4 1739636.9 2693554.3 4118172.8 5763511.215 5954260.452 6531913.009 8062104.813 8606611.493 11936900 

 fraud and security 

 No of frauds N/A 1,229 1,193 1,553 2,007 1,764 1,532 2,343 3,380 3,786 10,621 

 
value of frauds (N'm) N/A 

11429.03 4832.35 10005.81 53522.86 41262.00 21291.00 28400.00 18045.00 21795.00 25608.00 

 
Amount of loss (N'm) N/A 

3986.18 2768.66 2870.85 17543.09 7550.00 11679.00 4072.00 4516.00 5756.00 6192.00 

 turnaround time 

 Management fee N/A 13,835,000 15,613,250 21,005,616 23,477,880 24,295,368 28,626,576 41,867,232 47,214,636 105,980,472 125,068,968 

 Annual fee charge N/A 678,272.90 997,563.60 1,101,818.60 1,278,144 2,235,685.90 3,509,708.30 4,872,416.70 4,144,714.30 6,541,208.30 4314833.3 

 Running cost N/A 171,967,150 190,850,350 189,088,464 204,170,184 221,683,080 279,219,336 495,729,528 651,322,833 704,586,576 771,435,456 

 Financial innovation adoption 

 
ATM value of 

transaction (B' N) 

N/A 45.70 63.20 131.56 399.71 548.60 399.71 1,561.74 1,984.66 2,828.94 3,679.88 

 
ATM volume of 

transaction 

N/A 12,100,000 15,700,000 60,100,000 109,600,000 109,161,646 60,133,610 347,569,999 375,487,756 295,292,940 400,102,507 

 POS value of 

transaction (B' N) 

N/A 20.20 6.44 16.12 10.70 11.03 12.72 31.02 48.01 161.02 312.07 

 
POS volume of 

transaction 

N/A 800,000 400,000 1,200,000 900,000 918,256 1,072,426 2,100,673 2,555,045 9,402,255 20,817,423 

 
IB value of 

transaction (B' N) 

N/A 3.00 10.62 25.05 84.20 84.15 25.05 59.61 31.57 47.32 74.04 

 
IB volume of 

transaction 

N/A 200,000 900,000 1,600,000 2,700,000 
2,703,516 1,601,086 1,932,355 2,276,464 2,900,473 5,587,081 

 
MB value of 

transaction (B' N) 

N/A 
0.10 0.10 0.70 1.30 1.27 6.65 18.98 31.51 142.80 346.47 

 

MB volume of 

transaction 

 

N/A 

 

40,000 

 

700,000 

 

3,200,000 

 

1,800,000 1,809,251 1,156,533 3,649,374 2,297,688 15,812,435 29,156,406 

 

 

Financial innovation source: CBN statistical bulletin, National Bureau of Statistics 

and Nigeria Interbank Settlement System Reports. 
  


