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Abstract

The aim of this study is to examine the effect of Technology Integration on Financial
performance of Deposit Money Banks in Nigeria. There is rapidly increasing
integration of technology in the banking sector among developing economies. In order
to achieve these objectives, this study collected data using questionnaire administered
to 150 participants from 11 selected deposit money banks in Nigeria, out of which
112 responses were retrieved. The collected data was analyzed using SPSS version 26.
The study employed descriptive statistics, exploratory factor analysis as well as
ordinary least square and found out that technology have been integrated to a large
extent among deposit money banks in Nigeria. The regression result indicated that
there is a positive and significant impact of financial technology on the financial
performance of deposit money banks in Nigeria (B= 0.224, t= 2.320, p <0, x ile
constraints to technology integration exhibits a negative and insigniﬁca%ﬁi‘%ﬁct on
financial performance of deposit money banks in Nigeria (B = -0.016 164, p >
0.05). It was concluded that financial technology tools and ﬁnancj% ology as a
whole are significant predictor of financial performance of deposit’money banks in
Nigeria. It was recommended that banks should embark on sive campaign and
re-orientation of clients to create awareness for the c rs to patronize the
facilities especially in the area of use of ATMs, USSD, banking, POS, mobile

banking and others. This is because increasing accegai

technology tools will consolidate the gains from i g in them and improve the

financial performance of these DMBs. @\
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Chapter One
Introduction
1.1 Background to the Study

The banking and financial industry has undergone several changes as a result of series
of advancement in technology which has consequently influenced the structures and
services in the banking industry. One of such technological advancemen ﬁ&h&s
played a vital role in shaping the banking system is referred to@ﬂmancial
Technology (FINTECH). It is no doubt that the integration of in‘aﬁl Technology
in banking industry has reinforced the indispensable and i@grtan't\ role technology
plays in the global banking industry. This is boldly d in how in recent years
banking products and services are driven by i x%tive business models of which
S

technology and digital intelligence pla e roles in causing innovative and

creative disruption in the global ban@%dustry.

Innovations and advancemen@ the integration of information communication
technology (ICT) in the g system in the past decades to a large extent played
active and vital r @(r;msforming the way banks make their services available to
their custon&&&'nancial Technology is a result of ICT integration in the banking
syste";@rought about the innovative technologies that are adopted in providing
f@il services which range from - online transfer payment, online financial
planning services and online lending and borrowing through peer to peer system,
amongst others. In the banking system, the disruptive capability of financial
technology integration is largely responsible for the provision of creative strategies in

meeting customer needs and satisfaction'.



The globalization of the world economy has significantly changed the financial
market development processes in general and commercial banks in particular,
resulting into innovative focus. As the world becomes extremely global, the necessity
of cross-border payments grows. The pace of changes accelerates with the tendency to
speed, convenience and cheapness bringing completely new and revolutionary
services into the scene. The need for innovation has driven the changes in the

traditional world payment and these has made the network infrastructure cady
enough to adapt and facilitate the expansion of such innovati Qb providing
payments. Financial Technology has provided an opportunity)%‘ﬁe the quality
of payment services due to its high technology capabiliﬁ%,&'inancial technology,
with its focus on integration and the international %ﬁ\@; can create a product that is
relevant not only to an individual but also t \énking business/sector. Financial
technology also offers innovation and tive technology through its integration

and enables banking sector offers a @me service on a regular basis.

The integration of technolo%&’fhe banking industry has further brought about rapid
development and inn%%)potentials in the banking sector. This sort of integration
brought about t @g@duction of “Open Banking™?. In the banking sector, there are a
wide rangéﬁactors that influence the integration of financial technology in offering
bankir@wices. Some of these factors include the number of secure internet servers,
@ e telephone subscriptions, research and development, training, collaboration
with other firms, as well as size of the firm and that of the technical labor force. As a
result of the varying potentials of financial technology, an overwhelming percentage
of banks across the world have been adopting technology in order to optimize their
services and gain competitive edge by either partnering or acquiring existing

technology or creating a personalized technology to be used in their establishment.



Financial technology can be referred to as computer software which works alongside
digital intelligence to offer seamless and on-demand optimized banking service
delivery. Financial technology is a technological based innovation that brought about
the creative invention of new business models, processes, applications and products

have significant positive influence on the financial market and services>.

The effect of integrating technology in the banking system has made banking sev'ges
more optimized for prompt and user-friendly features. Financial techno ers a
wide range of opportunities. First, it is important to note that a l@centage of
banks desire to integrate technology into all facets of their }é‘eﬁes by setting up
their own financial technology. This has led to a n@ibility in the banking
system whereby; banks in diaspora now provi anking services which can be
accessed through mobile phones, which fuﬂ@poﬂed innovative digital banking
platforms amongst others. @

Financial Technology is a field t@ggreceived popularity for innovative techniques,
in addition to being cons'dg@; s an emerging field that has offered to reduce costs
and improve performﬁé&e dn any business in which it is involved. There are different
perspectives t‘rq)%mcial technology can be associated with, in particular, when it
relates to @e and, more specifically, the banking industry* Financial technology is
cur@l being utilized and is being used by many individuals. Banks are now
&sing this type of financing be it credits, stores, and business ventures. The
application of financial technology requires infrastructure with advanced applications
and sophisticated functions such as financial transactions, financial risk management.
With these factors in mind, financial technology has contributed to the new phase of
the global banking sector, which has brought many improvements. The banks now use

Financial technology to catch up with the changing trends of the world by



continuously implementing and innovating the technology used for financial
transactions®. Furthermore, financial technology adds to the bank's unique selling
proposition, making it more desirable for customers around the world. The
improvement in the Financial Technology has enabled the banking sector to solve
issues and obstacles, which the consumers usually faced in their financial transactions.
The rapid growth of Financial Technologylntegration has steadily changed tlle
business scene in the banking industry through innovative arrangem E:Y\:se
ongoing inclinations has enabled the banks to extend their involve in Financial

Technology and to re-examine their administration in additj%tox the distribution

networks, in particular the business-to-purchaser models, @p on®,

Banks are known to play major role in the Fina '%')echnology integration. Most
technology products are generally inadequat@esent, sustain and replace the role
of banking. They are seen as a means Q@porﬁng the banking sector, and hence the
continuous creation and advan im) of banking services with the aid of new
technology is extremely im@\ nt to build innovation for the global financial sector,

which also contribut%&oncept of online banking.

Financial Tec@y products used include Automated Teller Machine (ATMs,)
credit car@ bile phones and online banking services’. There is a rise in demand for
ﬁn@ﬁﬁwices that are in line with the personal expectations of different customers.
@ the trends in digitalization, it is necessary for the banking sector to set up their
financial technology companies with the creation of asset management as well as

insurance companies.

Therefore, there is need to build up the success of financial technology in other to
achieve efficient and effective bank performance in the financial industry. Consumers

are benefitting from this advancement and the banks needs to keep up with the



evolving technology to provide the best service for its consumers in the long run®. This
study therefore seeks to investigate Financial Technology Integration and Bank

Performance on some selected deposit money banks in Nigeria.
1.2Statement of the Problem

All systems have a similar structure based on the interaction with the Central Bank of
the respective countries and connecting thousands of banks in its network. Banﬁ e
been considered to be the backbone of payment transactions, howe@%;days,
traditional banking systems has given way to financial technology i s of the high
cost of conducting transactions because of system peculia@p}imizing banking
services has for long been the priority of financial or @ons, as the needs of the
customers are dynamic and insatiable®. The need @ ncial technologythus, became
imperative simply because of its potential @wing banking services. Financial
technology has dramatically transfo@ financial services industry and benefit
society by replacing the outda%system of individual banks, improve processes,

increase efficiency and tn%i en control as well as providing opportunities for

creating new products-andservices that benefit customers.

However, inve@n% in the Financial Technology sector is rapidly increasing and the
financi ology industry especially startups faces technological, legal and
re challenges and unexpected events. Notwithstanding the fact that the
adoption of financial technology has become widespread in developed economies,
little is known about this in developing economies, especially in sub-Saharan Africa,
which has brought about a dearth of scientific and empirical research on financial
technology integration and Bank performance in developing countries like Nigeria'®.
It is against this backdrop that the study seeks to examine Financial Technology

Integration and Bank Performance: case study of some selected deposit money banks



in Nigeria and to ensure that financial technology professionals have analytical and

critical thinking skills which help them find creative solutions to such problems.
1.3Aim and Objectives of the Study

The aim of this study is to examine the effect of Technology Integration on Financial
performance of Deposit Money Banks in Nigeria. In order to achieve this, the

following objectives are intended to be achieved: \?\‘

i. examine the extent to which deposit money banks have integrated t@fogy into

'\
ii. analyse the constraints of integrating technology infegig%cial services among

financial services in Nigeria. 4{‘%
deposit money banks in Nigeria. @,;

iii. investigate the effect of financial tech@* on the financial performance of
deposit money banks in Nigeria. \,6

iv. assess the effect of constraig@oie)chnology integration on financial performance

of deposit money banks in @
1.4Research Ques@ .
This study V&Qrgwde answers to the following questions.

1. T@ extent have deposit money banks integrated technology into financial

&vices in Nigeria?

ii. What are the constraints of integrating technology into financial services among

deposit money banks in Nigeria?

iii. How does financial technology affect the financial performance of deposit money

banks in Nigeria?



iv. What effect do constraints to technology integration have on deposit money

banks in Nigeria?
1.5Hypotheses
This hypothesis will be formulated and tested in this research:

Hy1: Deposit money banks have not integrated technology into financial services in
Nigeria. %\E ’
Ho2: There are no constraints to technology integration into ﬁr@ices in
Nigeria.

g @ .

Hy3: Financial technology has no significant effect on ﬁnﬁ%l performance of banks
in Nigeria. @

o@m significant effect on financial
performance of deposit money banks i@ia.

Ho4: Constraints to technology integrati

1.6 Significance of the Study Q

The significance of this st’e@ﬁrives on its attempt to investigate the level of adoption
of financial technol%ﬁ:fNigerian banks and to identify the varying effects of this
integration o @Qanks’ overall performance. This study is significant because it
accentu%@he importance of integrating financial technology to optimize banking
S and also identify the gaps and challenges in achieving effective integration.
This study proves useful to the government as it seeks to leverage on technology to

grow the financial services sector and enhance financial access and inclusion.

Furthermore, the study proves to assist the government and its agencies particularly
the Central Bank of Nigeria in policy formulation and implementation on the

unbanked population. The study will also provide a guide on moral suasion and



directives to deposit money banks to enhance financial inclusion through financial
technology. In conclusion, findings from the study can be adopted as basis for future

empirical studies that examines similar issues this study addressed.
1.7 Scope of the Study

This study seeks to investigate the level of adoption of Financial Technology in some
selected deposit money banks in Nigeria, case studies of Guaranty Trus%&fk

(GTBank), First Bank of Nigeria and Zenith Bank and to identify the @foects

of this integration on the banks’ overall performance. Therefore,‘!@cope of this

study will be limited to a defined population — Guaranty T Bank (GTBank), First
Bank of Nigeria and Zenith Bank, which this study se dopt as its case studies.
The rationale for selecting these three banks is ¢ they are the major dominant

players in Nigerian banking industry in te& apital base, customers base and branch
network. Therefore, sampling material(él‘ill be extracted from GTBanks, First Bank

of Nigeria and Zenith Bank in a rlng the set research questions of the study.

1.8 Limitation of the S@)

The limitations to fi dlngs of this study is as a result of questionnaire being used
in gatherin g:a)for analysis. This is because the accuracy of the results will be
limited%g information given by the respondents. In addition, the respondents that
t @stionnaire was administered also gave little attention because of their busy
schedules and other important commitments, some of the respondents are not be
willing to give the certain required information as a result there are some questions

are be ignored and left unanswered.



1.9 Operational Definition of Terms

Banking Industry: is a network of financial organizations licensed to provide

banking services.

Banking Performance: is the subjective measure of how well financial institutions

use assets and how it affects their financial productivity.

Digital Banking: involves the process automation and web-based se@at

optimize banking services and products. é{)

Financial Technology (Fintech): involves the use of techn‘%‘}% improve and

.‘
automate the effective and prompt delivery and use of ﬁnaecg\%ervices.
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Chapter Two
Literature Review

This chapter discusses the review of related literature on the links technology and
financial performance of deposit money banks in Nigeria. The discussion focuses on
the following areas: conceptual review, theoretical review, empirical review, and gaps
identified in the reviewed empirical literature. Also, relevant theories and @KWS
were discussed as well as the gaps in literature were identified. QQ%'
2.1 Conceptual Review ‘%\

A
2.1.1 Financial Technology (Fintech): Evolution and Eegi}ﬁon
In the widest sense, the word Financial Technolog%%ﬁned from the coinage of two
words, namely financial and technology. Th ing industry since its inception has

experienced landmark changes that p@bt about paradigm shifts in delivering

banking services to the general Eulﬁ}()ne of these changes is the introduction of

electronic banking, which c@&

The introduction and%ét)ion of electronic banking in the banking system, brought

e referred to as digital or virtual banking.

about an incre@@%ﬁe demand for banking services. Electronic or digital banking
offers batﬁ(ssers access to a wide range of bank products and services virtually and
seamlessly. With the introduction of digital banking, bank customers can now access
@ bank details through the use of their smart phones and on personal computers.
One of the varying reasons for the high preference for digital banking is because it
can be used anytime and anywhere without having to have a physical face-to-face
contact with a bank official. This therefore, brought about a shift in the traditional

banking system to a digital banking era'.

11



In the past recent decades, the banking system especially the payment methods have
experienced a wide range of digitalization and evolution. This evolution prompted the
transition of the traditional banking system from a branch-oriented to a branch-less
and mobile-oriented approach. The digitalization that is responsible for the adoption
and integration of digital banking in the banking system can be characterized as a
disruptive innovation, considering that it creates new markets and networks by

disrupting the existing ones. When compared to the traditional banki tem,
electronic banking can be referred to as an attractive trend in the mo é@ciety, with
more potential to drive and incite satisfactory customer experim&%s is as a result
of the resourcefulness and advantages of digital banking ices. Due to the fact that
customers are expecting limitless access to more g ized banking services, the
integration and introduction of financial tec x in the banking system brought
about an enabling digitalized banki environment where even non-banking

institutes have gained the opport@ to become key players in the financial

markets?. %?9

In a similar vein, ba% products and services offered by banks are generic and the
banking ecosy: t@ s driven by customers’ needs as they are regarded as
indispens sg\geholders in the banking system. As a result, the changes witnessed
in the t%ing system, since its inception were in alignment with the dynamic changes
@stomers’ needs and behaviour. These changes in customers’ needs and behaviour
to a large extent have forced financial institutions - commercial banks in particular to
bring about new and more efficient online delivery payment platforms®. While it has
been almost impossible to agree on a single and generally accepted definition of
financial technology, a scholar defined it as “the new sector in the finance

industry, that incorporates the whole plethora of technology that is

12



used in finance to facilitate trades, corporate business or interaction
and services provided to the retail consumer”.A common pattern amongst
most Fintech startups is that, a large percentage of these Fintech organizations usually
consists of start-up companies driven by the objective of causing a disruptive
innovation in the current financial industry which largely relies on technology to

N

Officially, World Economic Forum defines fintechs as “companies tha(&%‘fde or

facilitate financial services by using technology. In its current fom;%& is marked

by technology companies that dis-intermediate formal fi ial" institutions and

optimize the delivery of banking products and services.

provide direct products and services to end users, oft %ﬁgh online and mobile
channels”. Another definition for fintech by PWQ%)a dynamic segment at the
intersection of the financial sewice@d technology  sectors where
technology-focused start-ups and new(%%aaket entrants innovate the products and
N
services currently provided by iaditional financial services industry. As such,
Fintech is gaining signiﬁc%%ﬁmentum and causing disruption to the traditional
value chain™. Fuﬂhe&%ﬂér defines as “fintechs are startup technology providers
that deliver e @bg digital technologies that approach financial services in
innovativ%&xs or can fundamentally change the way bank products and services are
createﬂ%d distributed, and generate revenue. The term may also refer to the
@ologies these providers offer”™. Other definitions such as fintech integrates
finance and technology together, traditional financial structures combined with
today’s technology-based processes and simple one fintech refers to the application of

technology in financial service.

Financial Technology (Fintech) has successfully automated a range of financial

services such as insurance banking, lending, and portfolio management. Recently, the

13



FinTech startups have continually received huge investment from a sum of $17.4
billion in 2016 to about $83.8 billion in 2017 with a move of disrupting the traditional
banking activities in the world. Presently, there are 26 Unicorn FinTech globally

valued at $83.8 billion as at 2017°.

To this end, FinTech innovations areas revolve around the followings:(i)
Cryptocurrency and digital cash (ii) Blockchain technology including Etheri%.a
distributed ledger technology (DLT) that maintain records on a network e@puters
but has no central ledger. (iii) Smart contracts, which utilize con@g rogrammes
(often utilize the blockchains) to automatically execute cont@e‘meen buyers and
sellers. (iv) Open banking , a concept that leans on t %kchain and posits that
third-parties should have access to bank data b&%‘fd application that create a
connected network of financial institutions @md-paﬂy providers. An example is
the all-in-one money management. (V)@tech, which seeks to use technology to
simplify and streamline the ins gﬁ)lndustry. (vi) Rentech, which seeks to help
financial service firms me%&dﬁstry compliance rules, especially those covering
Anti-Money Launde% aid know-your customer protocols to fight frauds. (vii)
Cybersecurity, Q@Qhe proliferation of cybercrime and the decentralized storage of
data, cyb urity and FinTech are interlocked. Third and the last financial
techno‘% phase tagged FinTech 3.0 was developed to consolidate on more advance
@ologies such as block chain, Crypto currency and others, aimed to disrupt the
traditional banks, and thus, a new business models is established through massive

investment in the millions of start-up companies’.

Financial Technology (Fintech) now includes different sectors and industries such as
education, retail banking, fundraising and nonprofit, and investment management to

name a few”.The Financial Technology (Fintech) integration across the globe
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continues to disrupt status quo as it brings solutions that are helping organizations
improve their service and operations while enjoying the benefits of cost savings and
operational efficiencies. This integration is committed to delivering the next level
banking experience to the client, one that will bring forth a paradigm shift. A
researcher further explained that there has been increased collaboration between

Fintech companies and banks seeking to enhance their product offering®.

It’s safe to say Fintech’s and banks complement each other in that the foxmertely on
banks to provide back-end transaction details, risk managemenf:\and” regulatory
compliance support for their solutions to work. Furthermore, #liere ltas been a notable
trend in financial institutions making investments in mQder” technology to support
their businesses while partnering with Fintech’s and Mobile Network Operators. “It’s
no secret that mobile, card and automated(clearing house (ACH) transactions are
growing while cash use is decreasing, As at 2018, the United Nations Capital
Development Fund (UNCDF) reported at least 25 Fintech’s providing solutions for

sectors which included health; agriculture and financial services.
2.1.1.1 Transition fram Traditional Banking to Financial Technology (Fintech)

The transition \of the banking industry from the traditional banking systems to the
newly adgpted financial technology innovations can be defined as such that had gone
thrdugh several landmark developments and challenges. The history of banking can
be traced to some of the earliest civilizations such as, Italy, Egypt and the Middle East.
In discussing the evolution of banking systems, it is imperative to begin from the
1950s which was characterized as the customer-driven era, where commercial banks
shifting their focus and organizational objectives from producing and selling only, to

a more customer-driven business model. This shift which prioritizes customers’ needs
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was as a result of the increasing competition in the banking industry, and as a result

led to banks offering various products to target new customer groups’.

In order to sustain satisfactory customer experience in the banking industry, keen
competition among financial institution led to the adoption and use of computers in
1954 to optimize banking services. This however, led to the next transition in the
banking industry which was during the 1960s, where commercial banks mainl We
European countries started shifting their priority towards product delh@ﬁality.
This implies that during this era of bank evolution, banking sery% d products
provided were broadened, the quality was improved, and th ivery channels used

for the delivery of services were expanded to reach mor@herg}o.

Financial technology was not integrated in the ing system until 1836 with the
introduction of telegraph and the constructi@ransatlantic cable in 1866. These
innovations paved way for subsequenttihancial technology integration in the banking
system and often referred to as%:cﬁ)ackbone of what we call Fintech today. The
development of the Worl @Web (WWW) during the 1990s also improved the
potential of internet%lking, which further strengthened the connection between
financial insti%@ and technology. The second stage of Fintech integration in the
banking %(%ﬂ lasted until the third quarter of 2008, while at the last quarter of the
san@e the third stage of Fintech 3.0 started which subsequently set the standard

&mher future evolution of financial technology.
2.1.1.2 Delivery Channels for Banking Services

There are different delivering channels the banking industry adopts in delivery of
specific banking products and services. These delivery channels include; retail banks,

Automatic Teller Machine (ATM), mobile banking, internet banking and phone
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banking. All these delivery modes offer specialized banking services and products.
Although some scholars argued that security and bank users’ personal information is
vulnerable and can be compromised with the use of sophisticated devices such
as cameras or scanners that thieves can install to the machines to
clone aperson’s card or espy the card’s PIN during queuing while using the
ATM and other modes of Internet banking. While there is not much difference
between mobile banking and internet banking, as they both operate simitlacly and
adopt the use of portable devices like smart phones and tablets toa¢eess banking
services and products. The mobile banking sector however, has both financial and
non-financial entrants such as FinTech companies, Biglech (Facebook, Paypal,
Google, Apple), telecommunication companiesi, X merchants amongst several

others.
2.1.1.3 Potentials and Success of Financial Technology (Fintech) in Nigeria

Financial Technology (Fintech) 4s @ term often used as an identifier for an
organisation driving the provisiening of the financial services aggressively with the
use of technologies. As, a result of Fintech’s focus on development and delivery of a
wide range of banking and financial products and services, made it to deliberately
adopt vasttechnological tools in attaining and sustaining customer satisfaction, thus
makimg it more customer-centric. In the past decade Fintech have been defined by
vanous scholars and have attracted various scholarly discourses and debates. A more
recent and sophisticated definition of Fintech is that it is “the process or hybridisation
of technology with the traditional method of finance” to drive various approaches in
delivering specific financial services like payment processing, deposit accounts, credit,
life insurance amongst others, in such a way that replaces the traditional systems and

ways of banking through the adoption of new technologies. Therefore, it is no doubt
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that Fintech drives financial innovation by heavily relying on the adoption of new
technologies to bring about new financial services, products and business models,
digital applications, as well as processes with overall tendency to cause disruption in

the traditional markets and institutions of financial services!!.

With the possibility of Fintech and its varying optimization potentials in the financial
industry, a notable number of banks in Nigeria are reported to leverage on Fintech
startups through collaborations to achieve their digitalization goals and@tain a
competitive level of customer satisfaction. Previous empirical rg@@ as ascribed
Fintech development and evolution to the aftermath of the 20(@@9&1 financial crisis,
which further led to the integration and introduction 9}6 rigorous policies and

regulations that guided the activities and pra@among both financial and

non-financial banks in the banking industry. @

In Nigeria, the Fintech was introduce@ financial industry in order to critically
address some unmet expectation@gﬁ)e financial services consumers, most of which
had no longer had confide @m’e traditional financial institutions as a result of their
inability to provide d&&equired convenience and accessibility to financial services,
which was as Q@t of the absence of financial technology in the banking system.
Nigeria l@% a vast and a dynamic financial performance and different key
stal@%ms in the financial industry, it is imperative to note here that the
dewelopment and transitions of Fintech in Nigeria has a significant contribution from

varying factors and policies.

The positive developments in the telecommunication sector coupled with the growth
in the diffusion of mobile technologies, including the proliferation of mobile devices
together with smart phones are no doubt justifiable complementary factors that played

mutually inclusive roles aiding the seamless and effective development of Fintech
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activities and also aided the seamless and productive integration of Fintech integration
among banks. The recent population record of Nigeria revealed that about 115 million
people, of a total population of 200 million, are belonging to the young millennial
with age below 35 years. The financial inclusion potential is high with approximately
60 million Nigerians that are without a bank account. These among several other

statistics are indicators of great opportunities for Fintech growth in Nigeria.

2.1.1.4 Worldwide Application of Financial Technology (Fintech)

Financial Technology (Fintech) makes the world more inclusive regardless of whether
transactions are C2C (customer-to-customer) or B2B/(bustniess-to-business). Fintech
integration has made international money transfers casier than ever. Thus, Fintech
companies attract enormous venture capital Wwvestment worldwide to develop and
create new financial technology preducts (FTPs)!2. Financial Technology (Fintech)
provides companies with cutting-¢dge technology and helps them thrive in the
fast-changing competitiye \business environment!3.Digital transformation is
considered a vehiclg<tot'exceeding customer demands — a competitive advantage most
companies require™~to survive the COVID-19. It also changes the way companies
interact a%ithy their customersservices'4. For example, in the wake of the COVID-19,
custorhers of all ages quickly learned to use online banking services when the bank
branches closed with short notice. Many customers are digitally savvy, especially the
millennials and Generation Z. Customers have increased their expectations — they
prefer greater convenience, lower costs, rapidity and reliability when choosing
financial services.Indeed, many Financial Technology Products (FTPs) have made an
incredible impact on people’s daily life activities, such as low cost and real-time

remittance, real-time payment and loan approval, and remote account opening. In
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more detail, the use of video and face recognition technology in the remote account
opening function allows customers to open bank accounts on mobile devices without
visiting a branch. The experience with COVID-19 teaches the world that digital
banking is the way forward. Fintech has always been associated with the terms

“advanced” and “competitive” in the financial industry.

The purpose of Financial Technology (FinTech) is to enhance service qualit&gxd
work efficiency of financial services by using information technology @J‘[ions.

Fintech can also be used in P2P (peer-to-peer) lending, distributed technology

and third-party payment's, (6 )

The Financial Stability Board (FSB) defined Finte(@ frontier technologies,
including Al (artificial intelligence), block chai @ig data that promote emerging
business models, new technology ap;&'o s and advanced product services.
Following this definition, FinTech pr ﬂggts (FTPs) are one form of FinTech leading
the financial sector towards %ita banking and suppressing the traditional

banks!'®. The application @gncial Technology (Fintech) can be evident in the

following: @ .
Transactio{r{@ing

Transa@processing practice focuses on helping companies find, develop and

n best-in-class service by using Financial Technology products (FTP). With
the help of Fintech, transaction processing becomes swifter and more
cost-effective!”.Banks can also continue their services during the COVID-19 crisis.
For example, the blockchain cuts down on the need for trusted third-party banks to
verify transactions and, therefore, lower or avoid the banks’ charge fees in a

transaction. Additionally, the invention of FTPs for digital payment methods (i.e.,
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Alipay, WeChat and Apple Pay) has become the public domain trend. Perhaps
unsurprisingly, “such digital payment methods appealed to generations with cash flow
and raised on cell phones, not to mention how COVID-19 sped up the adoption of

digital payments.

Investment and Risk Management

Regardless of the type of investment, there will always be some risk in %) Fintech
can help banks improve risk management significantly throug blﬁta16 Big data

'\
allows banks to collect and analyze data to identify custo <<ehaworal patterns, thus

allowing them to personalize responses, products @%@ches through a tailored
marketing experience. Inresponding to the C =19 challenge, the growth of
remote working implies that an incrediblte t of online data and information are
being collected and shared across n@. Data analytics can be used to explore and
analyze big data to mitigat @ and inform better investment decisions with
consistent returns for ba@g data can also be used to enhance cybersecurity,
detect fraud and w “potential malicious actions's. In principle, FTPs should

provide furthe@rtunities for banks while their services are in higher demand

during @ 19.

@1 has had a huge impact not only on financial activities (e.g., transactions,

investments, risk management, insurance, financing and budget applications) but also
on regulations and compliance processes. The bigger the data, the higher the risk the
companies willface'®. The COVID- 19 is creating a need for banks to process personal
data for a variety of specific purposes (e.g., managing and protecting their workforce,

customers and the public) while accumulating user data. Data security regulations are,
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therefore, becoming more stringent. For example, the European Parliament approved
and introduced the GDPR (general data protection regulation) to place certain
restrictions on businesses worldwide that want to collect and apply users’ data.
Council of Europe issued a Data Protection Report (2020) to ensure greater respect of

the rights to privacy and data protection in the use of digital contact tracing

applications and monitoring tools during the fight of COVID-19. Additionallé, in

China, selling personal data can be punished by fines and up to seven yea

while personal information buyers can be sentenced to up to three y: in jail and a

19
fine'. (6 N
Compliance Processes %C;
The 2008 financial crisis impacted the financial MQ\&%) by spawning new regulatory
actions internationally to improve and stre g@w resilience of the financial system.
The real-name financial transaction system is one of the tools that can effectively

prevent money laundering bea@q allows the source of funds to be traced.

Traditionally, all ﬁnanc@uﬁons manually verified the real name of an
individual customer /s&e'gal entity. This system was subject to human error and
bribery. Howe@t the emergence of FinTech, big data, Al and facial recognition
make the@g&cation process more reliable with less human error, thus boosting the
banﬁﬁsaction volumes and saving time for both the bank and customers'®. More
i&rtantly, such a verification process helps banks maintain "business as usual"

during COVID-19 even the branches have reduced hours or closures.
Mobile Banking

Mobile banking is the most mature FTP in internet finance, but its demand and

growth for financial services among customers are far from slowing. Customer
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interaction and affinity are expanding, and online-to-offline mobile banking functions
through smartphones have become another combat zone where banks are competing
fiercely for market shares, including traditional financial institutions. In 2019, mobile
banking sites averaged 326 million visits per month in China*- a 10.9 percent
increase compared to 20182!. There was a 200 percent jump in new mobile banking

N

In comparison, mobile banking traffic rose 85 percent when the govemm@mosed

registrations.

lockdown in April 2020 due to COVID-19, according to Fidelity Nati nformation
Services (FIS).Mobile banking allows customers to access ‘2@‘5 financial services
via smartphones. For example, in the Bank of China @app overseas version,
apart from the common services (e.g., branch find %ﬁces, transfer and remittance
and accounts overview), the app also provi@style services (e.g., prime student
service, financial consultation, mortga&ﬂformation and tips to avoid coronavirus

scams) and wealth management %, bal accounts and currency converters)?2.

These services provide op nities for customers to understand their financial
position and tips for A%aglng their funds and hunting for higher investment returns
intemationallyz@oreover, customers can interact with their banks via mobile
banking, %a less of time and location. Customers can also access details of their
acc@ henever and wherever necessary. Mobile banking is rapidly becoming the
préferred digital channel.Mobile banking will replace traditional banking — it is just a
matter of time?*.Furthermore, the way to log in on mobile banking is fairly secure — a

password, a one-time e-token password and verification code are required to log in.

2.1.1.5 Risk Involved in Financial Technology Integration
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Financial technologies industry (fintech) is rapidly developing around the world.
Under the “finance tech”, the Basel Committee on Banking Supervision (BCBN)
understands “financial innovations generated by technologies that can lead to the
creation of new business models, applications, processes or products that will
subsequently affect the financial markets, institutions or the production of financial
services.” According to the Report on the development of the Fintech industry in
Russia in 2017, prepared by the Fintech Observatory, about 250 orgagizations
operating in the financial technology sector are registered in Russia af\psesent. At the
same time, according to the data in September 2017, 2.3 billion rubles were invested
in the Fintech industry, as well as 10.3 billion rubles for_solutions in business. The
penetration rate of financial services in Russia’s mggagities reached 43%, with an
average penetration rate of services in the world. 6f 33%. The penetration rate in
China is 69%, India - 52%, and in the UK~42%. These are the results of the survey”.

The penetration of financial and technological services in Russia and the world”?>.

Proceeding from the foregoifig,it’can be concluded that fintech is rapidly penetrating
all spheres of economic ftelations, which entails the emergence of new risks.
According to thd FATF recommendation, it is necessary to identify and assess the
risks that mhay arise in connection with the development of new products and new
business practices. In addition, the FATF recommends that a risk-based approach has
to\be used (recommendation 1) so that risk mitigation measures are consistent with
the identified risks. Therefore, the risks that financial technologies bear are considered.
The most influential may be the risks that affect the economic aspect. After all, rapid
development of fintech leads to a reduction in barriers to entry the financial services
market and stimulates the emergence of new business projects that can exist

autonomously from banks, providing a certain narrow segment of services at an
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affordable price. This is a negative factor for banking sector and for banks to maintain
a level of competitiveness, it is necessary to change business models rapidly, and this
is rather time consuming and expensive process. If measures that support a high level
of competitiveness are not implemented, existing financial institutions will lose a
significant part of their market share or profits, as new participants will be able to

make better use of innovations and provide less expensive services that better meet
the expectations of customers. Q%'\

To counteract this risk, banks need to have modern IT; good i anagement,
effective internal control, as well as monitor the appearance @w"technologies and
apply them in their activities. To date, the legislative %%ork, which determines
and regulates all aspects of the activities of fintec %%nies, is not enough. Because
of this level, there are certain risks. In th@ that fintech companies occupy a
certain share of the banking services &aﬁet, this will reduce the influence of the
Central Bank, as a rule, on the actiyity.of this market and, as a result, on the economy
as a whole. This risk can %Rauced through the introduction of various licenses,
quotas, registrations %}Novision of services for financial companies, while these
measures shoul of-date, as this may hinder the development of innovations. A
good exa is the People’s Bank of China, which established a committee to study
the in‘F%ﬁce of fintech on monetary policy and financial markets. The new
\
@mttee will conduct an indepth study of the impact of financial and technological
changes on monetary policy, financial markets and their stability and, as a result,

develop an effective regulatory mechanism.
2.1.1.6 Digitalization for Banking Industry
Financial technology integration has come in the system due to the innovation by

various parties from various areas all in a quest to improve the financial system
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starting from security, profitability as well as ease of access. It is through
digitalization and innovation that FinTech was birthed and continuously developed
and improved. Digitalization in the banking sector opens up a whole world full of
possibilities both for the institutions themselves and for consumers. Until recently, it
was almost impossible to obtain credit online or for there to be banks that only carry
out transactions through their mobile platforms. Today, the trend towards
?».
digitalization is increasing. Q%'\
Digital transformation is describe as a process of constant techn &evolution,
where companies must be up to date in the tools available fi ¢ fmprovement and

efficiency of processes to achieve greater profitability, @ Big Data or Machine

Learning?¢. That is why it is essential to detem@}aeneﬁts of digitalization for
banking institutions as it further points out th@wing advantages:

User experience: The advance of dig@ion has enabled institutions to improve
the user experience in a compr@slve manner and to improve canal banking in its
evolution towards a c s@r?centric model. This implies having analytical
technology solutions‘t%ffer products and services tailored to users. To do this, it is
necessary to @ﬂo account the knowledge of their preferences, purchasing

behavior @ itudes to risk and financial health.

Inc@e in the number of clients: Faced with the loss of confidence by traditional
banking and the growth in the use of banking apps and online banking by consumers,
financial institutions have recently increased the number of customers. With the
emergence of Fintech in the sector, it is clear that banks will have to change the way

they conduct their business in order to avoid losing customers.

26



Greater efficiency in processes: With the implementation of different cutting-edge
technologies such as the electronic signature or the creation of banking applications
for the smartphone, banks aim to improve the efficiency of their manual processes. In
this way, they seek to reduce human errors in dealings with customers. According to
the company, it is estimated that correcting this type of error is usually between three
and four times more expensive than creating a digital process. Digitalization in the
processes grants very important improvements, since all the data and sigiatures are

captured correctly the first time.

Cost reduction: Another advantage of digitization in banks is“e@st"savings, both for
institutions and customers, through the use of new means=gf payment and cashless
transactions. An example could be Challenger Banks, which are those Neobanks that
have a banking license to offer savings products,financing and cards in the same way

as a traditional bank, but with a 100% digitaboperation.

Better decisions based on data™\\Vith the increasing digitalization of banks, data
becomes one of the most inipontant assets when making dynamic decisions, based on
large volumes of infemmation available to institutions. Technologies such as Big Data
allow banks to base their decisions or improve processes on the data available to their
customers—In ‘secent times, the arrival of large technology companies has been a great
chaltenge for banks, as they have a greater amount of data and have a deep knowledge

of'the technological solutions they offer.
2.1.1.7 The Opportunities and Challenges of Financial Technology (Fintech)

“FinTech firms considered as a real rival for the traditional banking system’*’ which
means that the FinTech companies are the main competitors for banking sector in

specific and for the financial sector in general in many foreheads, because the
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FinTech companies allow to adjust the traditional loans or services to be more
personalized, and they offer a reduction in the use of intermediaries during providing
the financial services. Indeed, the adoption of new technology (blockchain) shortens
the transaction period, which means that significantly curtail the risk of counterparty
and settlement risks®.FinTech companies do not offer a lower interest rate than the
banks*. The scholar based almost entirely on the Financial Stability Board (FS an.d
Basel committee on Banking Supervision (BCBS), epitomize the oppo ics and
threats of FinTech companies. Indeed, these studies suggest that Fi ’B%Dcompanies

open the door for more opportunities for clients, financial instin%)n\s or the financial
sector, which are as following**: C;\&

1. FinTech companies make the loans and eq&%&fmmen‘[s more accessible to

new types of borrowers who are preyiously unable to obtain funding. For

example, SMEs that use P2P or E@

2. FinTech companies have %a‘ﬁllity to reach different locations that were
previously unseen, which increase financial inclusion for the traditional financial

services by serviﬂ&l@ unserved part of society and for the new asset.

3. The techn@of blockchain helps to improve the security, since it is effortless

to @e central database than attack the blockchain nodes.

Q Tech provides banks with tools to make their processes of compliance and
risk management more effective, at the same time it aids them to meet the
regulatory requirements and address the changes in the regulatory environment

with low cost.
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10.

11.

12.

The FinTech companies as new players in the financial sector cause to break up
the financial services market and lessen the systematic risk, which means support

the financial stability through increase the competition .

It is clear that the services provided by FinTech companies are faster than

traditional services and less expensive.

The services of FinTech companies have a better experience with custo@ds
T

they are more tailored to customers’ needs, which will benefit (@@E s and

banks alike. ‘%

'\
Beside of the opportunities, the threats posed by FinT a@gmpanies arising from

the technology elements and the new financial K@ﬁctice are®:

The market share of banks and their profi in are under pressure because the

FinTech companies try to attract substantial part of their customers.

The FinTech companies provi@ customers an open space to move between
different services fastly % eads to increase the volatility of customers deposit,

so the customers &ﬁ ase are not totally loyal to a specific bank.

The FinTeé;@fpany service is platform-based and threats arise from both the

possi@s‘of a platform collapse and fraud of an application user.

@h companies typically use IT to deliver their services, which increase the

:reliance on IT between market players (banks, insurance companies, FinTech

13.

companies) and market infrastructure. Thus, this means that FinTech companies
have a high IT risk because the experience or ability to control IT risk is limited

and contemporary.

The FinTech company services have maximized the importance of sensitive

issues such as anti-money laundering, countering the financing of terrorism
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AML/CFT obligations and compliance requirements. These issues are hard to
match due to the level of automation, less transparency (how transactions are
executed and who has compliance responsibilities) and FinTech services have a

lack in standardization.
14. The risk of protecting the data privacy and its compliance, because the increasing

S

15. Cyber-risk, the increasing dependence on the application interf: cloud

of outsourcing that is compatible with FinTech companies.

computing puts the system of financial institutions at risk. ‘%\

A -
%&

The main challenge seems to be to create a uni vironment for banks and

2.1.1.8 Future Challenges for Fintechs

non-bank providers under an adequate regulati \& supervision. The introduction of
digital technology allows for direct hing between borrowers and investors.
However, as discussed above, ﬁna@is more than this. Given the complexity of
financial services, the control @ after lending or investment have taken place, the
trading of claims if iw rs need to access liquidity, the management of
non-performing , ar.ld systemic importance of start-ups are aspect to be
considered ({rQ_dholars and regulatory authorities?®. Digitalization and Fintech
repres@ opportunity to reduce marginal costs and gain productivity. They may
1 large accumulation of intangible assets which would be difficult to value in
capital markets, thus blurring industry boundaries, and creating significant privacy,
regulatory and law enforcements. Furthermore, the Internet generates a single
marketplace -where individuals can engage numerous economic activities- which

might raise serious questions of federalism and international coordination®’. The

lighter regulation of FinTech will have important implications for competition
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between banks and new entrants such as payment systems and crowdfunding
platforms. FinTech are encroaching on the traditional business of banks, despite banks
are adapting to the new environment. However, new competitors are able to use
‘hard-information’ to erode the traditional bank customer relationship based on
‘soft-information’. FinTech competitors stay clear from asking a banking licence and
try to skim profitable business from banks. Furthermore, whilst banks have_been
traditionally focused on business, FinTech are more focused on cust x’ An
important question is to what extent existing banks can be at the %nt of new
developments, for instance absorbing FinTech players and tha&n,g ations®'. In the
EU context, the fundamental question is whether Fln’%’» an disrupt Europe’s
financial system in a way that promotes the Cap@%et Union, helps integrate
financial system borders and increases financi 111ty and efficiency. Moreover, a

further question is whether the disruptﬂ(@@ll follow at the European Union level or

at the national level*2. Q_)\

2.1.1.9 Financial Technol@?ﬂegraﬁon Process

In order to establish strategic partnerships with Financial technology (Fintech) to gain
new customer{)@ease customer experience and enhance operational efficiency;
Digital T@Q&rmation and Innovation Department, established “Fintech Integration
PI’O@’ hich consists seven steps. All these steps covers whole integration process

finding necessary Fintech to going live.
First contact

Digital Transformation and Innovation department receives Fintech integration
demands from four different channels. In first channel, one of the other departments

in bank comes for Fintech integration request. This request contains a specific Fintech
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for integration. Fintech’s business model and background is investigated by DTI for
evaluation. Secondly, department comes with a specific problem which they believe
can be solved by Fintech. High operational expenses and lack of expertise can drive
departments to look for outsource solutions. DTI starts scouting to find the most
suitable Fintech for the department. Thirdly, DTI members meet Fintechs in
conferences and events. These kinds of organizations could be a good place t me.et
and recognize Fintechs and their business model. Fourthly, Fintechs %z:m
Kuveyt Tirk’s API Market Platform where developers can cre%@ own apps
powered by Kuveyt Tiirk Financial Services through the APIs‘%or\der to start using

APIs, Fintech needs permission of the DTIL In summ%\ﬁn r channels listed as

follows; @’
i.  Department brings specific Fintech @

ii. Department brings problem can b‘\sgb/ed by Fintech

1ii. Events or conferences Q

iv. API Platform \%)

Fintech Scouti&)@Researching

DTI start@gting necessary Fintechs in both global markets and local market. This
prog%the same for all Fintech first contact channels, due to the possibility of
@m‘[ive offerings of other Fintechs. There is a possibility that some other Fintechs
may provide better solutions. Scouting process starts with basic desktop search by
using google. News, media information and blogs were scanned to find basic
information about Fintech and its alternatives. After that, in order to deep dive, salient

Fintechs are searched in Fintech databases like Startup watch and crunchbase.
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Information like owner, estimated valuation, total funding etc. are collected for the

pre-assessment. This information helps us to shortlist Fintechs on hand.
Fintech Introduction

DTI establishes a meeting by inviting relevant departments and fintech. Some fintechs
attend this meeting physically and some prefer to attend by using teleconference.
Fintech makes a brief introduction of team members, their background, b&%s
model and solution. Demonstration for their solution is presented. T @some
essential questions prepared by DTI to ask on fintech. After the@ring, for few
minutes, DTI and departments make an evaluation of the % If majority of the
attendees satisfied with fintech, fintech goes with 'C(st Committee. Meeting
record and presentation of the fintech is send @s ness Committee members to

&

Business Evaluation Committee Q_)\

inform them.

At a later date, Fintech is i@ again for Business Committee. Because it is
accepted as strategic decﬁ@, only the Vice Presidents of the relevant departments
are invited. Meetiftg) st rt.s by brief introduction given by DTI to the committee
members a&gjbns of bringing Fintech in front of the committee explained. Later,
as in g@s meeting, Fintech makes a presentation about their business model and
@; benefits to Kuveyt Tiirk. It is followed by Q&A session where department
Vice Presidents ask direct questions to understand Fintech’s business model more
clearly. At the end of meeting, after Fintech leaves, members of the committee stay to
evaluate the Fintech. All members express opinions and drawbacks. The meeting ends
by voting and majority of the votes decide whether to work with this Fintech or not.

When Fintech pass the Business Committee successfully, a standard set of questions
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send to Fintech. This form includes technical questions, legal questions and
compliance questions prepared by relevant departments. It is expected to receive
answers from Fintech before coming to Technical Evaluation Meeting. Main purpose
of this form is to prepare members of the Technical Evaluation Meetings for
forthcoming meeting.

?».
Technical Evaluation Meeting Q%'\

$©

Fintechs that pass the Business Committee meeting succes full%continue with

'\
Technical Evaluation Meeting. In this meeting, Fintech a@ntegration process is

evaluated by IT, compliance and legal perspectives. ore, committee members
are chosen from IT, compliance and legal de ents. Members can be changed
depending on the Fintech’ s business model solution. Meeting starts with brief

introduction from Fintech and cont@s&with a Q&A session. Committee members
raise questions related to thei@ssion. Fintech answers and asks questions about
integration. At the en‘ix%dmmittee members and fintech establish mutual
understanding abouqéhnical details of integration. Main reason of this meeting is to
analyse integra@ oints and prevent possible problems that could occur in the future.
After @g ends, committee members stay in meeting for a while to discuss
tec@al details. All the members state their opinions and concerns. At the end of this
c&lssion, committee members decide either Fintech is suitable for integration or not.

Non-suitable Fintechs are contacted to make necessary changes for integration.
Proof of Concept (PoC)

Before entering Proof of Concept Process, DTI assembles meeting to inform senior

management about Fintechs who pass technical evaluation. Senior management
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evaluates Fintechs for their value proposition. This meeting has two purposes, first
one is to inform senior management and second one is to receive an opinion. Senior
management is the ultimate decision maker in Fintech integration process. After
senior management evaluation, PoC stage starts with the feasibility study. All aspects
of the integration is documented and roadmap of the integration determined. Relevant
departments make necessary developments and changes for integration address§1»b.y
the roadmap. Because we are aiming to establish all Fintech integrations by uging API,
we expect Fintech to register our API platform on web. Regis@ves us to
recognize Fintech in our API platform to open our APIs for,&C,p ocess. In cases

where API platform could not provide necessary APIs foﬁg intech, IT teams start

development process for these specific APIs. @

NS

Going Live

After completing PoC process succes&@%intech integration goes live. Integration
can be used by all stakeholders%n employees to customers. Up to now, forty-one
Fintechs from different b c{@lds were interviewed by the DTI. Twelve of them
(approximately 30%)~passed Business Evaluation Committee. Eight of them passed
Technical Eva Meeting (around 20%) and four of them get approval from
Senior M@\ment. Two of them entered PoC process and finally, only one of them
is l@% total, only 2% of the Fintechs are successfully integrated to banking
s@ces. Most of the elimination happens because of immature Fintechs. As a bank
policy, we are not making integration with startup Fintechs. We prefer Fintechs who

have a certain number of customers with scale up structure.

2.1.1.10 The Growth Drivers of the Fintech in Nigeria
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There has been significant growth in the Fintech sector since 2010. A youthful
population, increasing smartphone penetration, and a focused regulatory drive to
increase financial inclusion and cashless payments combined to create the perfect
recipe for a thriving fintech sector®®. There are over 200 standalone Fintech
companies, excluding the banks and telcos, offering fintech solutions. Successful
Fintech companies in the industry include Paga, Cellulant, Interswitch, Rg?,
Etranzact, Flutterwave, Paystack, Piggybank, Onefi, Fetwallet, CowryWi@y, , et
al. They offer a wide range of enhanced financial services, but with ﬁ%& focus on
products and services that are designed to meet the customersn&:l%n be deployed
quickly, are easy to use. The EFInA Fintech Report of Z% ates that 80% of the
FinTech market comprises Digital Retail Paym&&%%), Lending (25%), and
Payment Infrastructure (19%) firms4. The p Xdeveloped by these firms focus
on simple solutions like retail paymen cessing, fund transfers, utility payments,
P2P, and B2P lending. There are fo@ wth drivers identified and discussed in this
paper. While they are not ve, empirical data collected from the interviews
e}

aders support the reasoning that these are the drivers

with current Fintech &w
i

that have the mos@g' icant impact on growth.

Regulatoggpport

A critical driver of the growth of Fintech in Nigeria remains the sustained push by
re%atory operators towards achieving financial inclusion. The Nigerian
government's drive to ensure that all Nigerians are formally included in the monetary
economy is the most significant growth driver. The Central Bank of Nigeria has
provided operating guidelines, clear policy statements, and an enabling environment.
Regulation and support in the form of access to grants, partnerships with

government-funded development agencies have further lowered the barriers to entry
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into the Fintech sector. Favorable policies like the operational guidance of
implementing a "Shared Agent Network and the Agent Aggregator model" allow
operators to lower costs through shared infrastructure. A financial inclusion target of
80% was set by the CBN to be performed in 2020%. The target has led to further
policy developments at the local and state levels enabling Fintech companies involved
in financial inclusion. The government recognized the role Fintech plays i.n

\yl

facilitating financial services, and it creates a conducive environment f@

thrive. &

N4
Changing Customer Behavior %C?\
NS
Increased internet penetration and smartpho \3% have significantly changed
consumer behavior, making convenience { essibility a priority. Nigeria has the
largest mobile market in Africa, v&i&@ million mobile subscribers in 2017. It
represents an 84% penetratio@, up sharply from 53% in the previous year.
Changing customer expa@}\s and a corresponding demand for digital services
have called for inn;% “solutions from traditional players and Fintechs. Customers
expect and der@ better experience and service. This expectation is in part driven
by exp t the freemium apps on the apple and google app stores on apple and
and@ evices. The surge in e-commerce activity in Nigeria from online shopping
vendors like Jumia and Konga, food delivery apps, and ride-sharing apps also points

to a change in customer habits.
Lower Cost of Deploying Technology

Fintech companies have no legacy constraints, and as a result, are nimble and

positioned to take advantage of opportunities arising amid the technological evolution.
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The fast pace of technological developments of analyzing data and the new mobile
and online channels opened new possibilities to those that were ready to pivot —
especially easy as they didn't have legacy systems. Cloud computing, cloud data
hosting, and storage have further driven technology cost down. The average price of
storage has declined by 31% per annum over the last ten years. Fintech operators no

longer have to host expensive data centers, which raises operating costs significantly.

Increased Access to Capital 6@'

FinTech investment in Nigeria is on the rise as investors are increﬁ@y attracted to

the industry's potential and the opportunity to tap into it. Ni ‘ri%ha?s experienced an

increase in investment activity over the last few yea%%een funding deals were

reported as of September 2016 compared to j &@o in 2010°%. Among the most

notable investments that concluded recently“ar 2019, Interswitch confirmed that
>

VISA acquired a minority stake for QU;)Q%

billion. In 2020, Paystack was @Jlred by Stripe in a deal worth about USD 200

million, valuing the company at USD 1

million. Flutterwave also @ USD 170 million in a 2021 Series C round. These
three Fintech companies demonstrate the attractiveness of Nigerian Fintech
companies to @ nding. With more accessible access to funding and capital,
Fintech e@%}eneurs can quickly start new ventures, innovate new products and
pivﬁﬁbusiness models. Capital funding for Fintech is accessed as seed capital
f& angel investors and accelerators, venture capital funds, and corporate venture

vehicles.
2.1.2 Bank Performance

2.1.2.1 Determinants of Performance of Commercial Banks
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The determinants of bank performance are classified into two; bank specific (also
internal) factors and external (macroeconomic) factors®’.. The internal factors are
specific to a particular bank and do affect the bank’s performance individually. They
are influenced by management and board internal decisions. They include; Capital
adequacy, Asset quality, Management efficiency and Liquidity Management
(CAMEL). This framework (CAMEL) is frequently applied by scholars to prog}e
bank specific factors®.The external factors are beyond the control of indivj nks,
they are sector and/or industry-wide or country-wide factors ar%ﬁ@eyond the
control of banks internally, though they affect the profitability Q.%m;(s. They include,

inflation, political instability, Interest rates among others. CD\
Capital adequacy refers to the sufficien @ amount of equity to absorb any

Capital Adequacy

c
Q-) quity fund available to support the bank's

business and act as a buffer iQase of adverse situation®’.Banks capital creates

shocks Capital is the amount of ownaé\e

liquidity for the bank si c&g omer deposits are fragile and prone to bank runs.
Moreover, larger e@c&pital for the banks reduces chances of financial distress.
However, it is @ithout drawbacks that it induces weak demand for liability, the
cheapest (pr fund capital adequacy is the level of capital required by the banks to
ena@%m withstand the risks such as credit, market and operational risks they are

e@sed to in order to absorb the potential loses and protect the bank’s debtors.

Capital adequacy is judged on the basis of CAR (Capital Adequacy Ratio)®>. Capital
adequacy ratio illustrates the internal strengths for a bank to survive during loss crisis.
It also has a direct effect on the profitability of banks since it determines the

expansion ability to risky but profitable portfolios.
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Asset Quality

The bank's asset is another bank specific variable that affects the profitability of a
bank. The bank asset includes among others loans portfolio, current asset, fixed asset,
and other investments. Asset quality often improves with age and size of a
bank®.Loans are the major assets that generate income to banks. The quality of a loan
portfolio therefore highly determines the profitability of a bank. Good quality ets
reduces losses relating to NPLs, considering the fact that, the highest<r{') acing
banks is the losses arising from delinquent loans>.Thus, nonperf loan ratios
are the best proxies for asset quality. Different types of fina atlos used to study
the performances of banks by different scholars. It @ major concern of all
commercial banks to keep the amount of nonperft @%%ans to low level. This is so
because high nonperforming loan affects L@ﬁtability of the bank. Thus, low

nonperforming loans to total loans shoy@t the good health of the portfolio a bank.
The lower the ratio the better th%liﬁerformmg

Management Efficiency %Z

Efficiency is one o@ey internal factors that determine profitability of an entity. It
is represented @eren‘[ financial ratios such as loan growth rate, total asset growth,
and ear rowth rate. Operational efficiency is the backbone of management
efﬁc . Good management of operating expenses plays a major role in the strength
of ‘income statement. Performance of management is more often expressed in
qualitative representations, through subjective assessment of management systems,

control systems, organizational discipline, quality of staff, and others.

One of this ratios used to measure management quality is operating profit to income

ratio. The higher the operating profits to total income (revenue) the more the efficient
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management is in terms of operational efficiency and income generation. The other
important ratio is that proxy management quality is expense to asset ratio. The ratio of
operating expenses to total asset is expected to be negatively associated with
profitability. Management quality in this regard, determines the level of operating

expenses and in turn affects profitability®®.

Liquidity Management \?».

Liquidity is an additional internal factor that determines a bank’s perfor %&e'vel. It
refers to the capability of a bank to fulfil its short term oblig@& mainly of
depositors. Sufficient liquidity is positively correlated to ba k%) f?tability. Some of
the ratios that can explain liquidity strength are; cust@%fposit to total assets ratio
and total loans to customer deposits. In Kenya, I"banks have failed and others
put under receivership over years. From_ Contitiental Bank, Trade Bank and Pan
African Bank, to most recent cases o@i Bank, Imperial bank and Chase bank,

Insider lending and director’s in@ ént appropriation of loans and other funds have

led to their failure™. \(}{F’

2.1.2.2Performanr@as‘urement

The selecti&%}rfomance measurements is one of the most critical challenges for
organi%g. Performance measurement systems play a vital role in the improvement
@tegic plans, the achievement of organizational targets estimation and
compensation. The final choice of performance measurement system mostly depends
on the perception of the most essential factors of successful performance. According

t038

, he argue that performance is a key factor in ensuring the successful
implementation of a company's strategy and proficiency in pursuit of its goals, and in

ensuring the success of a stage business organization in both the short- and the long
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term. In the banking sector, the quality of administration data, installation of modern
technologies, the innovation of banking products and services, competitive cost
structure, risk management, extensive information system, prominence of strategic
planning and equity endowment are the most critical determinants for productive and

successful performance®.

Performance measurement and accounting systems are used to understandwpast
behaviour, as well as for accurate decision-making regarding curren@%%’s and
planning and forecasting the future. Both the metrics desigq,% e use of
performance measurement must be executed carefully to be(@gﬂ'cial. Since banks
are for-profit organizations, their performance mea @mostly with financial
indicators. To enhance the internal processes, to %f the decided strategy and to
achieve the mission and vision statement t@les need to see a big picture and
have a complete understanding of the@performance of the company. It is also
worth noting that in the modern sotlds with the technology development enabling a
collection of all sort of data%%ality and relevance of the performance metrics play

a more important rol%& quantity of them*.
Financial Perl‘q;%lce Measures

Financi 1@0 analysis is considered as a decent method to obtain the description of a

s overall financial condition. For the company’s management, the financial
ratio analysis is beneficial as an internal analysis in order to check the obtained
financial achievement that it can be used for the forthcoming company planning*'. It
was argued that generally argues that the financial performance of a firm provides an
insight into the asset utilization and the company’s ability to generate revenue from its
operations*?. In other words, financial performance is a determination of the degree of

the financial health of an organization over a certain period of time. Operating
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performance for a concrete time period is measured by profitability ratios.
Profitability ratios are used to determine an organization’s capability in gaining

profits.
Profitability

Profitability is the measure of outcomes in meeting of an organization goals. Others
have seen it as a measures of how an organization uses it resources to g& te
income®. To this end, financial performance is the expression of the @{&g with
respect to the resources. Financial performance may involve such r@tes as profits
after tax and market share and customer satisfaction. It was\no d'\by scholars that
notes that banking services provided through technolog&%.\res that banks saves on
the floor for banking halls and saves on salarie A@(her, banking services provided
with the aid of technology are available b&t@ and outside banking hours. As a
result of increased transactions there "ag\be increase in the profits of the banks while
keeping the costs at minimum““@i ive profitability is one of the principal financial
aims for the banks, as Q)YH other for-profit organizations. According to*,

profitability to be the‘% of key indicators in attracting investors because it shows the

degree of the @ management success and demonstrates the level of potential
proﬁtabil@gwr years.

Tu%re

Turnover is another measure of bank performance. This refers to the amount of
revenue deposit money banks generated over a given period of time. Financial periods
can include weeks and months, but revenue reports are usually reported every three

months, known as quarterly, or at the end of the bank's financial year*®. While

turnover usually refers to the amount of money brought into the bank, it can also refer
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to staff, customer and asset turnovers. There are four main ways for a bank to
generate income. These methods of bank turnover are interest, fees, investments and

sales. Interest is raised off loans and mortgages®’.

Strong Cash Flow

A statement of cash flow reports cash receipts and payments classified ac %t.o
the major activities: operating, investing and financing during the per@perating
N}
cash flow is calculated by taking cash received from sales and&‘b%ﬁng operating
expenses that were paid in cash for the period*®. The cash &‘g‘tate?nent is important
because it is used to measure the cash position of the@vess, that is, the inflow and
outflow of cash and cash equivalents in the business for an accounting year, and it
also helps the business to know the %a ility of cash in their business. This
reiterates a strong synergy for @erformance through fund sourcing and

application thus revealing the i@ance of financing and cash optimization.
Returns to Equity &\%)

Return on equity@%le of the most widely used profitability ratios in the banking
industry. Rzﬁ{n n equity has been used by the banking industry in the allocation of
capitalswithin and across divisions. The study observes that returns on equity is a
@gperformance measure in the banking and the choice of the ratio is as a result of
risk management approach to banking®. This approach the authors argue, places
emphasis on the regulation of bank capital due to a belief in the banking industry that
equity should be minimized to reduce capital costs®’. Return on equity is used to

measure earnings from past investments. It is an important indicator for shareholders
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as it makes the profitability of their investments more transparent!''8. Similarly, the

ratio reflects a company’s ability to find profitable opportunities to invest in'!”.
Gross Profit Margin (GPM)

The GPM ratio is an indicator of how a company’s productions are controlled, as
opposed to costs on distribution and costs on administration®'. The key factors
affecting change in GPM percentage include volume of sales, costs and\%és
because they constitute gross profit that is an indicator used in the fo PM>2,
However, a company may plan its GPM because the price, Various‘g%otions, offers

are planned by itself and the costs are known. @ R

Net Profit Margin (NPM) &3
NPM is an efficiency indicator, which revew@proﬁciency level of cost control
h NP

when revenue is generated from sales. &ﬂ% M allows a company to sustain and
provide owners with sufficient retth-) case of rising costs in production, fall in
product or service demand or %16 of price. To put it simply, the ratio shows the

reflection of the proﬁtabil}s&he company in the form of net sales percentage!!'”

Return on ASSS;)@A)

ROA dis@»the overall profitability of total assets of a company. This metric is one
of t % efficient tools of company’s performance measurement, as it broadly and
@tically assesses key indicators>®. ROA reflects the results of the decision-making
process as it increases only when it is used in value-bringing activities meaning that
any artificial improvement of net profit will not lead to considerable changes because

net profit is only a proportion of assets.

Asset Utilization Ratio
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Asset utilization ratio determines the total revenue earned for every dollar of assets a
company owns>*, It shows the loss in revenue per unit of investment that may be
attributable to inefficient use of assets in companies®. This ratio is frequently used to

compare a company's efficiency over time..

Non-Financial Performance Measures \éi)

'\
However, they do not reveal the whole picture. Infor%ik%! based on financial

Financial performance measures are effective in short-term perﬁ&an e measurement.
activities may interfere with the development of pr and services, strategically
important goals, competitive advantage. Nonet, \gthe intangible factors affecting a
bank’s performance should be taken into\consideration as the ones of the utmost

importance. Intangible factors driv@rm’s performance in the long run. On the

whole, there are 5 key indicato@non-ﬁnancial performance:

i.  customer loyalty&\)

il. competitiv@gnage,

1il. at@ew customers,
i<%ceived image,
V. reputation

Other non-financial performance factors include market share, customer satisfaction,
efficiency and productivity, product quality, and employee satisfaction. Employees’
motivation and commitment plays a significant role in a positive change in

performance. Motivated and committed employees are more likely to build
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relationships with customers where trust, and/or satisfaction prevail, increasing a
company’s revenue. The stronger relationship makes more revenues from customers
because the clients either come for the company’s services again or use more services
offered®®. Marie’refers to the study which demonstrates that having satisfied both
internal stakeholders and clients allows increasing profitability. Customer-centricity
and care of employees lead to a better future financial position. Although the effect ?f
non-financial performance determinants is not immediate, it may displz@rm
improvements. Customer satisfaction is partly determined by the q ﬂ@f services
provided to them. The quality may be expressed in the banlg\étlp,%ees’ ability to
maintain services carefully, accurately and as promis , moreover, to have
needed knowledge about the service (loans, %&s) Willingness to help
customers when needed also plays an im \role in affecting the levels of
customer satisfaction'?’. In general, t verall competence of bank employees
(expressed in behaviour and educa@nﬂuences the non-financial performance of
the bank. Additionally, th @wr of services enhances a customer perception

regarding the sewice&%{? as it enhances the interaction between the bank and

customer. QQ

The usa@ non-financial performance measures is reported to have such

consec@ees as:

i.gpositive effect on long-term profit,

ii. development of a wider product mix,

iii. increased capital expenditure,

iv. acquisition of more advanced technology, and

v. more effective management decision-making.
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Competition in any industry encourages companies to improve their services, reduce
costs and come up with new solutions. Therefore, it encourages banks to implement
the measuring of their non-financial performance. Nowadays, technological
integration affects a lot in the banking industry by reshaping existing services,
enhancing customer experience and diversifying banks’ service set>®.
N
e
$
2.1.2.3 Fintech Integration and Bank Performance ‘%
A -
The reality that Fintech and the banks are targeting the sa@é&&ket puts both sectors
at knuckle-head of a kind globally. The Fintech r 1s the root of competition
brewing in the banking industry, this is bol ressed as Fintech start-ups and
other non-financial industry players are gaining access into the financial industry by
introducing new products that has Qe) tential of adding convenience, safety, and
ease in offering banking or f@al services. The instant contribution of Fintech
transition started from t ergence of technology disruptions into the financial

industry through competing innovative financial products and services being

offered by &Qﬂﬁ%h start-ups, causing the players in the banking sector to re-assess

their b@ strategies and models-

@egration of Fintech in the financial industry is rapidly changing the landscape
and the model of banking services and products, by adopting a more customer-centric
financial solutions and products at lower costs. A vivid example is the introduction of
different and seamless payment methods which customers are now open to diverse
options that guarantee convenience and low service rates - some of these include;

Paga, OPay, Cellulant, and Interswitch’s QuickTeller. These among other platforms
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are competing to enable payments for bills, airtime recharge, fund transfers, online
purchases and other payments activities that customers can now enjoy across various
platforms like mobile banking applications®. Also, the use of the Unstructured
Supplementary Service Data (USSD) enables any mobile phone to have access to
banking services and execute payment transactions: One evident attribute of the
Fintech’s contribution to the financial industry is the reawakening to %g&?l

transformation integration among the Nigerian banks. Q%'\

The new dispensation is experiencing the emergence of Variou@ solutions

which are being offered by the banks more than ever. As%@‘om the back-office
where process transformation projects of various kinds %hg place to reshape the
banking business models in conformity to the 4@%\9{ demand, the front-end of
banking is rigorously transforming to of@ross-platform excellent customer
experience.Bank customers with smarg@es and mobile devices now carry their
bank mobile applications eac (ge)ung access to various financial services.
Nevertheless, Nigerian ba%%? getting more digital than ever as a result of the

Fintech revolution %@ération of fintech into banking. Fintech offerings are

gradually expar&)@om payment to credit, assets management, and other sectors®.

Financial@(%\nology (Fintech) has always been associated with Digital innovation
and@‘ cial Technology Products (FTPs) (ATM, VTM, and mobile banking) that
;&ote inclusive financial services and provide a new impetus to the banking sector
to improve its performance in several ways. For example, to improve the relationship
with customers' satisfaction and expectation, staff service quality and work efficiency,
and profitability. Performance is important to all companies, and there are two
directions to measure organizational performance: one is financial performance and

the other one is nonfinancial performance. Scholars has examined the implications for
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banks in the use of FTPs and how it affects their profitability using a wide range of
financial variables traditionally considered in the banking literature (e.g., operational
performance, risk profile, and leverage, net interest margin, ROE and ROA).
Non-financial performance is related to corporate social responsibility, customer
satisfaction and expectation, service quality, and work efficiency?”.

\at
e
$

2.1.2.4 Financial Technology Integration on Bank Perform né%
'\

The way businesses operate nowadays and deliver their p@& to the customers are
changed by the technology in almost all of the se sYThese changes of business
operations have not passed by the financial \x and especially the commercial
banks. The financial and economic crisis QQO , the enhanced regulation, changes in
consumer behaviour and social out@ynew global economic and social trends are
the main reasons for the co@ble and consequential change in the financial
segment. However, the most irfffluential catalyst behind the technological development
of the sector is di %r;sformation. Financial Technology (hereafter FinTech) is a
reasonably gﬁ)phenomenon and FinTech companies have not yet taken the solid
positiq%%the financial services sector. However, still, the traditional banking
1 is experiencing changes due to the rapid development and spreading of

technology®.

The new catchword ‘FinTech’ is integrating into the processes managed by the
commercial banks with the progressing corporate and customer focus. It creates the
need for the financial institutions to keep pace with both the technological

advancements and upgraded user experience across the board. The FinTech
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companies, which are emerging and entering the market, are increasing the
competitiveness within the sector. FinTech is changing the approach of performing
the traditional financial operations such as payments, transactions, borrowing, lending
and investing®'. The development of FinTech affects the commercial banks both
internally, because they are starting to integrate financial technologies into their
operations, and externally, through the appearance of new FinTech companies, whic.h
provide services that traditional banks do less efficiently or do not do a @s the
competitors for traditional banks®?. FinTech companies will not repl %ks in most

of their key functions. In most cases, banks are well placed ).%d,g) t technological

innovations and do the old things in the new way themselv@\b\

Reports show that up to 77% of financial instituti %ﬂ intensify internal efforts to
innovate, with a lot of businesses adopting@mptive nature of FinTech®. In a
longer perspective, the scarcity of a &%%l strategy is seen as a factor that may
diminish the banks’ performan iiﬁ;e provision of assorted financial services®.
FinTech has beyond reason%%'oubt affected the financial performance of banks by
increasing their efﬁc"w@md effectiveness®. Although it is widely accepted that
FinTech resour @ tribute to performance and future growth potential of the
commerci iﬁ, there is a relative shortage of the research on that topic. The
impac%FinTech on the performance of commercial banks remains rather unclear.
@mrmore, emergence of FinTech raises the question of the transformation of
performance measurement in this new era of operations. Measuring the performance
of banks is hard and the performance indicators differ strongly in quality. For the
firms, the choice of the right measurements is a demanding and challenging task

during the performance measurement systems development process. During the

definition of the performance dimension and selection of performance measures, a
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sufficient number of affecting factors should be taken into account. These factors
include the responsibilities to different interest groups like stakeholders, customers,
employees, suppliers, and society or technological development. Additionally, the
organization has to pick out the things they want to emphasize in its performance
measurement system®. A choice of the right combination of appropriate indicators is
crucial for the banks in improving their understanding of the variables which have an

impact on the performance, as they contain sufficient information on the tion

of these variables with the performance. ‘%\6

In the era of FinTech, it becomes rather unclear how we (@d\ measure banks’
performance. Traditional performance measures can @‘nisleading signals for
continuous improvement and innovation—activiti %ﬁr’s competitive environment
demands. Thus, there is an assumption th@erformance measures applied by
banks are transforming in the light (@HTGC}L Nowadays, FinTech is quickly
transforming and impacting the gdial services industry, in terms of operations,
regulation, customer experi%?lnd a lot of other activities. FinTech improves the
health of traditional l&institutions by developing performance and increasing
profits. Collabo @between banks and FinTech start-ups can benefit both parties.
FinTech the formal banking sector to improve customer retention, as FinTech
firms 1% a lot of experience in crunching data and extrapolating outcomes that
@ing sector did not have before. From such an analysis of data, a bank can better
understand how to better serve its customers. FinTech also provides the ability to
provide each customer with tailor-made products. FinTechs’ granular micro-level
approach to each customer will enable a bank to offer better products to its

customers®’.

2.1.2.5 Financial Technology (Fintech) and Efficiency
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The use of new technology has important implications for the welfare of market
participants that may lead to lower financial intermediation costs in lending, payment
systems, financial advising, and insurance, along with better products for consumers.
Through online origination technology, Fintech firms offer more convenience to their
borrowers. FinTech can effectively screen candidate borrowers via statistical models
based on big data, thereby overcoming the information asymmetries that are at tlze
root of the banking business. Importantly, information may be a s for

collateral; therefore, Fintech-based entities may be able to provide ‘%ﬁxﬁk firms and

households without posting collateral (often, real estate). Furtha%rg Fintech entities

may be able to approve loans immediately. %

FinTech lenders process mortgage applications 209@%& than other lenders with no
higher defaults and adjust supply more elasti@ﬁan do other lenders in response to
exogenous mortgage demand shocks. %edict consumer default, easily accessible
variables from the digital footpri g.oh as accessing a website) are as good or better
than the information cont%%"credit bureau scores 8. It reduces the need for
personnel (e.g. loan Qe.})and tellers) and for an extended branch network (since
customers use % obile phones for banking). Financial Technology (Fintech)
allows m ore targeted price discrimination. For example, Fintech lenders employ
interesl%e—setting models for mortgages with superior performance compared with
O
‘@: used by non-FinTech institutions, since more of the variation in prepayment
outcomes across borrowers can be attributed to interest rates in the case of FinTech

loans.

Furthermore, the convenience of online origination allows FinTech firms to charge
higher rates, especially to low-risk borrowers, who are more likely to be less price

sensitive and more time sensitive. Moreover, refinances of mortgages are 7% to 10%
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more likely to originate from FinTech firms compared with traditional
banks®®.Financial Technology (Fintech) firms can increase financial inclusion by
opening the door to financial services for less developed countries as well as segments
of the population. Finally, FinTech firms have no legacy technologies to deal with and
are characterised by a culture of efficient operational design, which, along with their

often-smaller size in the case of FinTech firms, allows them higher innoyating

capacity than traditional entities. Q%'\

Cloud computing is another source of efficiency for new entrant;@%doption of
cloud computing by financial incumbents has been slower tha ﬁ';gthser sectors, which
can be attributed to high transition costs, securi%%bems, and regulatory
compliance complexities. An advantage emerges k&%ﬁech companies, which can
benefit from designing systems in the cloud @ratch instead of having to work on
top of legacy IT systems. FinTech ﬁm&%e changed the structure, provision, and
consumption of financial servi Qu)t have not managed to acquire a dominant
position in the market. Fo%%ple, FinTech firms have not yet made important
inroads in corporate %%)to medium-large and large firms. Despite its continuous
growth, FinTec @gkt still represents a small share of total credit, even in China
(where it the greatest share of total credit activity), where it accounted for only

3% o@k credit outstanding to the nonbank sector in 2017.

&ech credit tends to be more important in countries with higher income per capita
and a less competitive banking system’?,?°, Although they initially aimed to replace
traditional banks as leaders in the market, many FinTech firms have settled on
forming partnerships with incumbents when faced with difficulties in increasing scale
and customer numbers. Even though they have successfully led innovation efforts and

raised customer expectations via innovations such as rapid loan adjudication,

54



customers’ willingness to switch away from incumbents has not met expectations, as
the costs of switching and consumer inertia are high and incumbents have been

adapting to FinTech firms’ innovations’!.

Overall, the fundamental advantage of FinTech firms is that they operate as leaner
businesses, benefiting from state-of-the-art technologies with no rigid legacy systems
so as to allow a fast and flexible response to changing consumer preferences. Finlech
is flexible enough to be able to work with legacy technologies. It allows t@vision
of a satisfactory mobile and digitally focused customer experien sing on the
banking activities with higher returns on equity (ROE) such ?@mﬁnts, advice, and
distribution of financial products. At the same ti %\ﬂ'ech firms possess a
regulatory advantage in that they are funded wit Q%)more equity than traditional
banks. Last but not least, FinTech compani@ able to attract talent from young,
bright people’. In contrast, the absen &n installed, loyal customer base; limited
access to soft information about gﬂ\é customers; a comparative lack of reputation
and brand recognition; a @tively high cost of capital are challenges that
FinTech firms must t;& overcome.
\

S
S
S
@ Financial Technology (Fintech) Use-Cases

Payments and Remittances

Payments are the largest segment of FinTech in Africa, with mobile money or P2P
transfers being the most common area of payments. Digital financial services through
mobile phone technology have become one of the primary ways to accelerate

financial inclusion for the unbanked and under-banked in Africa. According to
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Ericsson, out of the 2 billion adults around the world that do not have a bank account
today, 1.7 billion have a mobile phone. Indeed, mobile phones are widely available
and used in developing countries, with 89 active subscriptions per 100 people’. The
scale of mobile money in Africa is impressive: more than 40% of the adult population
in Kenya, Tanzania, Zimbabwe, Ghana, Uganda, Gabon, and Namibia use mobile
money on an active basis. In Sub-Saharan Africa, there were 277 million registered
accounts in December 2016, which is more than the total number of bank atceunts in
the region. In Africa, 66% of the combined adult population of Kehya, Rwanda,

Tanzania and Uganda use mobile money on an active basis’.

International remittances are one of the largest sources ofiexternal financing in Africa,
and often serve as a lifeline to the poor. Multilatetal organisations, NGOs, and
governments widely recognise that remittances. ean drive higher financial inclusion.
The UN’s Sustainable Development &oals (SDGs), as well as the G20 Global
Partnership for financial inclusion, récognise the important role that remittances play
in mobilising financial resatircgs”across Africa. In Africa, the flow of international
remittances as of 2017\was USD 585 billion, which has more than doubled over the
past 10 years. Appreximately 25 developing countries receive 10% or more of their
GDP from femittances”. The study also highlights that a total of 19 African countries
rely on'temittances for 3% or more of their GDP, six countries for 10% or more, and
[Ciberia for an incredible 31.2% of its GDP. An estimated 300 million people in Africa
now rely directly on remittances. Global remittances to developing countries
increased by 51% between 2007 and 2016 to reach almost half a trillion dollars a year,
although the number of migrant workers from the countries in question rose by only
28% over the same period. However, one of the biggest issues with remittances is the

high prices, which is mainly due to fragmented and inefficient payment systems and
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lack of liquidity. Sending money to Southern Africa, for instance, costs an average of
14.6% of the value of the money sent — the highest rate in the world. At the same time,
the cost of transferring money via established money transfer operators is enormous.
The average cost to send remittances from a money transfer organisation (MTO) such
as Western Union, or a bank in Sub-Saharan Africa, is approximately 7.3% of the
transaction amount. The use of digital methods for international remittances?c»a.n
significantly lower the transaction costs, help smooth consumption p \ and

increase the recipient’s household income. International remittances 0 serve as

a strong driver of women’s financial inclusion and economic em,é@vg ment.
Lending and Credit Risk Assessment @
One of the most significant effects of mo@technology has been the ability to

provide loans to the unbanked and @is that did not have access to credit in the

Lending

past. As of 2016, there were bile money-enabled credit companies, up from
seven companies in 201 76.%:0& the past decade, financial inclusion in Africa has
experienced remarlﬁ‘égr‘owth. The 2017 Global Findex database shows that 43% of
adults in Sub @n Africa had accounts in financial institutions or mobile money.
Howev 0.8 billion adults are still unbanked and do not have an account either
at cial institution or with a mobile money provider. Poor people also comprise
a disproportionate share of the unbanked. In fact, 40% of adults from poor households
in Sub Saharan Africa remain financially excluded. Moreover, gender gaps in
financial inclusion in Sub Saharan Africa are unchanged at 11 percentage points. The
past decade has seen a significant number of low- and middle income (LMI)
population and micro, small, and medium enterprises (MSMEs) adopt and use digital

financial services via their mobile phones and cards. Digital credit in particular, in the
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recent years, has emerged as a new service offering at the digital finance frontier,
drawing attention from all players across the digital financial services ecosystem.
Defined alongside the three key attributes of instant, automated, and remote, digital
credit provides borrowers quick and ready access to short-term credit and enables
financial service providers to reach the mass-market at scale. FinTechs are
implementing digital credit products that use alternative sources of data to det rmitle
creditworthiness and provide loans to populations that have never had ac emm

before. Digital credit provides users with instantaneous lo‘a%\g;}roval and

disbursement that helps users to meet their short-term goals. 4{ N
Credit Risk Assessment :CD\

The Internet, computers, mobile devices such a *P;m%s) and tablets, and Internet of
Things (IoT) devices generate a staggerin e of digital data. All this data has
powerful implications for driving high¢r\financial inclusion, specifically by providing
access to loans to the low-incoouseholds, MSMEs, and the under-banked. New
companies have emerged t&;z varied forms and combinations of non-traditional
data — mobile call da&&ecords, user location and movement patterns, psychometric
data, bill payr@lntemet browsing patterns, and social media behaviour. These
companiﬁ%yse the data with AI, ML, and Big Data analytics algorithms to
dev@ ew ways to assess the creditworthiness of the consumers and the MSME:s.
Sihee the cost of data storage and computing power has significantly declined and
data analytics has become more mainstream, these new companies use their
alternative credit assessment methods to offer convenient, quicker and lower cost
unsecured loans to the unbanked, the under-banked, and MSMEs when compared to

traditional banks’’.

Savings and Deposits
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The mobile phone has become a powerful enabler to provide access to savings to the
poor, whether it is through storing cash through a mobile money account or through a
dedicated savings account linked to mobile money. The main benefits of using digital
tools for savings over informal methods are increased liquidity — since funds can be
available immediately, higher transparency, lower costs, and a significantly lower risk
of either theft or asset depreciation or both. The World Savings Bank Institute (WSB.I)
(2018) affirms that the poor, who make up most of the low-income custo gage
in savings. Data suggest that they move money through time, ac ographical
distances, and around their social and business networks just h@h? other economic
strata. Low-income customers meet their needs by usi% ancial services, both

formal and informal, through what is usually a compli maze of portfolios.

Users of formal financial services have a -@)roduct options from fully liquid,
semi-liquid, fixed short-term, and aq&%@ting long-term accounts. For product
design considerations, however Qﬂzcome savers often seek accounts that offer
high levels of liquidity an%%illing to sacrifice returns for open access to their
funds. Some, howev&&&uate from low-balance, low-return products to larger,
higher-return pr@ as their income and assets grow. The emergence of digital

micro-sav@s a great opportunity to improve the access to savings.

Bar@%traditional financial institutions in Africa do not focus on the low-income
populations. Some banks have started focusing on the low-income clients by
developing savings products for them. On account of lack of a strategic approach in
designing products suited to the low-income clients, while a number of people opened
accounts, the account usage was significantly lower than expected. Also, the other
challenges include a need to enhance marketing and sales, brand promotion,

motivating staff members, and refining products and services to ensure active account
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usage. The microfinance industry in Africa has only been contributing partially to the
achievement of full financial inclusion of the poor urban and rural households and
individuals. This is because most microfinance institutions operate as credit-only
institutions. In addition, these institutions lack the technical expertise and capacity to

offer customer-centric savings products and services to the low income segment’s,
Digital identity

As part of on-boarding processes, most financial institutions perform a’Khow Your
Customer (KYC) check, which requires the prospective borrower tosprovide proof of
identity. While this requirement may be easy for customers 4i_developed economies,
it is a significant barrier for the poor in developing<ctonomies, especially across
Africa. Currently, there are approximately 1.5 bilidnipcople in the world that do not
have an identity document. A lack of documentation excludes them from not only
accessing formal financial products<ahd services but also basic needs such as
healthcare, education, and soci@l\w€lfare programmes. Digital identity refers to
providing a proof of identity,"through electronic means. These include numeric
identification that is_stored electronically, biometrics in the form of a fingerprint, iris

scans stored digitally, and facial recognition.

A digital identity can be more efficient than a traditional identification system since it
may be able to process the identification check in a faster and more efficient manner
than traditional manual checks, which can enable higher financial inclusion. In Africa,
digital identity systems have helped eliminate fraud and corruption and save money
for governments by reducing leakages. For example, Nigeria implemented the
Integrated Personnel and Payroll Information System in 2011, which biometrically
enrolled civil servants and government workers. The system eliminated 43,000 ‘ghost

workers’ and saved the government approximately USD 74 million in its first phase”.
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Technologies like blockchain can also find use in creating digital identity for
individuals. Millions of people in Africa lack a legal identity, which precludes them
from receiving social benefits and accessing formal financial products. By developing
a digital identity using blockchain technology, a permanent, immutable record can be
created, which can serve as the main way to identify an individual. The identity data
remains under the ownership of the individual. The individual can give permissions
on who can see what data for what purpose and for how long. A wide varigty of
companies, both start-ups and large technology firms, are looking atwadys’to develop

digital identity systems based on blockchain.
Online Deposits

Technology has facilitated the growth of digital depesits, so banks no longer need to
rely as heavily on branches to accumulate deposits. This has leveled the playing field,
enabling a host of digital players to«Compete for deposits. For years, a handful of
digital banks have offered accoufits,that attracted consumers through high yields and
digital convenience. Withoutbranch networks, those companies--including American
Express, Discover Finanoial, Ally Financial Inc., Synchrony Financial, and more
recently, Goldman )Sachs Group Inc.'s Marcus--have been able to accumulate
significant~ncseases in deposits using a digital platform, offering higher rates than
peerssJtremains questionable whether these deposits are sticky, as we believe many
of'‘these customers can move deposits quickly based on rate sensitivity. Still, deposit
growth rates of banks offering online deposits is impressive and has turned out to be a
competitive threat to the traditional means of gathering deposits®. It further stated that
some banks have responded to the digital threat by offering their own digital platform.
Such is a necessary step to take and wise for management to do, so as digital deposits

stays relevant for the protection of their deposit market share since the strategy also
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helps banks expand deposit footprints in new regions without the expense of building

branches.
Payments

Within the payment space, consumers continue to mostly initiate electronic payments
with bank-issued credit and debit cards, sending funds mainly through the open-loop
networks of Visa and Mastercard or the smaller closed-loop networks of AKM
Express and Discover. Banks collect fees from merchants when cons@&'se the
cards they issue. Many fintech advancements (e.g., mobile card , QR codes,
and contactless cards) are also facilitating payments via @ cards rather than
replacing them. PayPal is one nonbank player that ha; %ished a material market
position with consumers, as well as merchants &c ept PayPal payments. PayPal
still relies to a degree on the card network 11 as banks, but transactions on the
PayPal system can diminish the eco ics for banks, depriving them of fees they
would have otherwise collected@ card transaction®!. They further stated that some
banks have responded to t e%gm threat by offering their own digital platform. Such
is a necessary step to‘&%e and wise for management to do, so as digital deposits stays
relevant for th@%ction of their deposit market share since the strategy also helps

banks ex@(&deposit footprints in new regions without the expense of building

e

V&in the payment space, consumers continue to mostly initiate electronic payments
with bank-issued credit and debit cards, sending funds mainly through the open-loop
networks of Visa and Mastercard or the smaller closed-loop networks of American
Express and Discover. Banks collect fees from merchants when consumers use the
cards they issue. Many fintech advancements (e.g., mobile card readers, QR codes,

and contactless cards) are also facilitating payments via banks cards rather than
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replacing them. PayPal is one nonbank player that has established a material market
position with consumers, as well as merchants who accept PayPal payments. PayPal
still relies to a degree on the card networks as well as banks, but transactions on the
PayPal system can diminish the economics for banks, depriving them of fees they
would have otherwise collected on a card transaction’®.

?».

S
¥
The Bank’s Response to FinTech Competition ‘%\
A -

Banks are responding in different ways to this digital th@ag\gﬂhe following are five
from several digital threat responses banks have u en®2.0ne of the responses
banks have undertaken is of digital attackers,~Fhisysimply means that banks in this
group consider that the best form of defenkiis attack. He gave an example of banks
with the most advanced digital strat gﬁ,ike DBS, which launched their own digital
banks to enter new markets or @d their patch. The second response is acquisitions.
He stated that banks hamﬁ)gry by the vast cost and complexity of maintaining their

old systems, so es’find it easier to buy or invest in a start-up that has built a

digital platft m scratch.

Third Qnerships are one of the many ways banks have responded to the digital
@QHG alluded that bank bosses complain loudly of an uneven playing field that
allows big technology groups to offer financial services without the burdensome
regulation that traditional lenders face and that has prompted some banks teaming up
with Big Tech groups. The plan is simply to expand the service to other markets he
added. Diversification on the other had is one of the responses banks have undertaken

to combat digital threats as he said while their core payments and lending businesses
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may be under pressure from digital competitors, some banks are using new
technologies to move into new markets). Scholar further concluded with his fifth
response to digital threats undertaken by banks by stating ‘If you can’t beat them, join
them’ of which some banks decide that the threat from digital competition is so great
that they just have to amend their business models?”.

?».

S

Q)
2.1.2.7 Financial Technology (Fintech) and Banks ‘%\

%novators and closely

followed by academics, and is now attracting the of FinTech regulators in

Fintech is increasingly becoming a global trend create

@

the past, present, and future in the financia ankmg industries®}. Nowadays,
FinTech is an industry that use nformatlon Technology centered on
cellphones/smartphones to 1mpr@}ﬁnan01al system efficiency. Meanwhile,
technology is related to the @et, for example, Cloud Computing or mobile
Internet will encourage estaplished financial services industry businesses, such as
Lending money n 11.1g transactions®.  All major ecommerce sites or online
shopping s&ﬁs} have built-in their company a specific payment version of this
Fintec%guct“. Indeed, the application of this IT innovation to banks through

digital platforms can provide financial services to the public at a lower cost
than traditional banking®. Business drivers influence the adoption of infrastructure
technology(FinTech) in the financial and banking services industry®’. FinTech
mechanism influencing technological innovation for banking and financial services®®.

Meanwhile, organizations as business drivers can create innovation®. One perception

that arises is that this industry will threaten the existence of conventional
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financialinstitutions, such as banks. This perception arises because of concerns that
the bank was disrupted by FinTech. Many opinions from practitioners and researchers
said that FinTech is a disruption infinancial services®. This disruption or
collaboration of the Fintech industry has become a concern and considered by the
banking services industry. The presence of Fintech and BigTech contributes to

traditional banks' propensity to lose their competitive and strategic edge because they

?*

lack access to unique credit-seeking party information. %

In current years, digitization in the banking sector reflects the rise @g?ech which
represents a relationship or a combination of Finance and In tton Technology®!.
Zavolokina®’stated that the mechanism of a FinTec 'g'g\iicated by the way to
create/change/improve a business model. Furthe ,%nTech has a mechanism for
disruption or collaboration. Finally, a real i@n of Fintech is the application of
IT to Finance®®. IOSCO, which is an %tlonal organization board for securities
commission, has stated that th &mTech used to describe various business
models and new technolog%l)?}movations that have the potential to change the
financial services inq&ry\.”.) Also, World Economic Forums added that Fintech, as
new entrants h potential for transformation and innovation in the business
model of cial services”. FinTech defines a new technological innovation that
aims @\prove the Bank's automation of financial services. Indeed, related to its

@lopment, there has been an evolution of FinTech in the financial and banking

industries®®. The evolution of FinTech shown in Fig. 1.

FinTech 1.0 FinTech 2.0 FinTech 1.0
1866-1967 1967-2008 2008-Present

Source: Thakor(2019))
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Figure 1. Phases in FinTech Evolution

FinTech 1.0, (1866-1967), where the transition from Analog to Digital took place in
this era. FinTech 2.0, (1967-2008), where the development of Digital Financial
Services at Traditional Banks started within this era. FinTech 3.0 (2008-present) is
what referred to as the Democratization of Electronic Financial Services. However,
the Financial Services Authority in Indonesia mentions FinTech 3.0-3.5, (noWQQtil
the future) in this era, many startups tend to deliver a range of altemativ@ﬂional
banking services, and Internet-based financial services operat@; outsiders”’.
Frame®® mentioned types of FinTech innovations, believed to the future of the
financial and banking industry, namely: (1) Blockcha%@[stributed Ledgers is a
modern development system that has the potentia@%ﬁgabout a banking revolution
with related technologies. Blockchains are a@ple of a distributed ledger that has
data that shared at all points or nodes iailéﬁetwork. Recently, this distributed ledger
technology seems to have the gnﬁial to disrupt further payment services via
cryptocurrency. (2) Artiﬁci%&e‘ﬂigence and Machine Learning are other significant

emergingtechnologie&}?ﬁve significantly affected and applied banking in recent

years'’, @
C

Banks ar@gﬁtutions that have significant roles to play in a country's economy.
Bar@%ﬁnancial institutions that are operated by the government or the private
s&r and deal with financial debt and credit problems. It lends, accepts, and deposits
money builds the gap between the lenders and the borrowers®. In general, the
provision of deposit and loan products distinguish banks from other types of financial
firms. According to'® the name "bank" is also associated with medieval transactions,
and it assumed that the term "bank" comes from the Italian word "banco" and means

bench, counter, where money traders have carried out banking operations. Banks in

66



the past often referred to as Traditional Banks. However, at present, many banks are
referred to as Virtual Banking, Digital Banking, or Modern Banking. In the future, the
condition of banking operations predicted to be different from now, so this usually

referred to as Future Banking.
FinTech and Banks in Past: FinTech in Past (FinTech 1.0 — 2.0)

In brief, in this past for the development of FinTech closely related&&ﬁhe
development of enabling technologies. In this era, the community to be
introduced ATMs that became a transition from analog to a digital‘if%l\r'trylm. In this
past, technology has a role in delivering information K&&b?)rders, including
information in financial'>®>. The merchant should or: C\aducts by telephone and
travel his wealth around the globe without any 6@( r difficulty. Besides, Thakor
stated Installation of the first trans-Atlantic@nd use of the Telegraph and fast

transmission of transactions and pay @nancial information.

Banks in the Past: In the pa t%function of banks in providing savings and loan
service products, which s%u}y distinguishes banks from other types of financial
companies, is whatQ‘és;e'd to as traditional banks!®. Besides!®! referred to technical
advances in H&l@in this era as described in the following:(1960)-Mechanical
bankin @tr duced, (1970)-Computer-based banking industry introduced,

(19@Release of computer-based banking communication.

FinTech and Banks in Present: FinTech in Present (FinTech 2.0 — 3.0)

In the present, in the transition from the FinTech 2.0 era to the FinTech 3.0 era!®. At
this era of evolution, Automatic Teller Machine (ATM) is one of the technological

innovations taking place in the world financial sector'®, The ATM is the most
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important financial innovation. Thus, this era is a transition from analog to the digital
industry. E-Payment, clearing systems are to improve products and services in the

traditional financial banks.

Bank in the Present: In present, Commercial bank is undergoing a rapid change
towards virtual banking. A Virtual banks defined as non-branch banks, as providers of
banking services through electronic media used, like ATMs, telephones, personal
computers, the internet!é!. Besides, at present many people call the existetice of
Modern Bank covers many aspects in the application of technology~such as mobile
banking, online banking, and ATM!%. Also, the presence of siokilé banking and the
use of mobile devices will send messages and finanejat™=iiformation, as well as
consumer transactions, such as checking account<alances, accessing other banking

services, and goods that transfer funds from anywhere at any time.
FinTech and Banks in Future: FinTech\in Future (FinTech 3.0 — 3.5)

The 2008 global financial crisis\topok place and impacted the banking and finance
industries. In this era, it can b alled the emergence of the Democratization of Digital
Financial Services'$% The use of technical advances by these entrants will provide
financial servides to’customers without direct intermediaries. In the FinTech 3.0 era,
the latest\teshnology is growing like the Internet and the Internet of Things (IoT),
whéreas, towards the FinTech 3.5 era, more and more Data Analytics technology will
develop in the banking industry. The collaboration mechanism is one of how to keep
FinTech developing in the future in the banking industry. Without a collaboration
mechanism, almost 95 percent of fintech companies will fail in the upgrade phase.
FinTech companies will always compete with banks for certain activities. Future
FinTech products related to banking include: Bitcoin, Blockchain is a distributed

ledger, Cryptocurrency, and Robo advisors!>’.
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Banks in the Future: In the future, in the banking business, furthermore, there will
be FinTech Bank and BigTech firm. FinTech Bank is a fintech firm that conducts
business activities, such as online banking. FinTech Bank is also a FinTech company
that synergizes and collaborates with traditional banks. FinTech Bank can compete
with traditional banks on user interface applications with a variety of transaction
products with financial access widely. Note that Big Tech Firm is a technology firm
with a business model focused on the use of digital technologies'®. Amézen is an
example of this in the US, and Alibaba is BigTech in China. Bigdesh_Company's
unique advantages allow them to replace traditional bank activitigs. BigTech's real
strength exists in banking, particularly when it comes €0 _tonsumer financing and

lending to SMEs banks.
2.1.2.8 Banking on Fintech in Emerging Markets

Financial services are almost universally‘available in high income countries. However,
in emerging markets, 1.6 billiong&gple and 200 million small businesses do not have
access to formal financial segviges!%. These people and businesses do not have basic
transactions account$=\ They cannot make or receive anything other than cash
payments for theinwork or products or remit funds to family and friends, and without
access tororedit, they cannot invest in business ventures or smooth consumption.
Furthermore, the absence of insurance and savings mechanisms reduces these
individuals’ resilience to sudden emergencies or shocks such as ill health or
destructive weather and impairs their ability to prepare for old age. The failure to
intermediate savings and enable the participation of everyone in society suppresses
longterm investment and productivity and weakens economic performance. Financial
sector reform has been a policy priority in emerging markets for several decades.

Many emerging market economies undertook extensive reforms in the 1980s and
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1990s to improve financial depth (size and liquidity of the financial sector) in an
effort to increase the use of formal financial services. However, the growth and
development impact of liberalization fell short of expectations. By the late 1990s,
policy makers shifted their attention to financial breadth or inclusion (access),
particularly through micro lending. This was triggered by the success of high-profile
business models such as that of the Grameen Bank. Financial inclusion has re aine.d
at the top of the global public policy agenda. Increased access to finance i ively
associated with GDP growth and that there is a strong correlation access to

finance and the narrowing of gender gaps, as well as increase%ﬂ,@ nce to financial

shocks!?’, Q‘&&

Despite enormous demand for financial servicaQ%’[hese underserved markets,
reducing the number of “unbanked” has proxe\ﬁjﬁlcult. However, the application of
new technologies to the provision of @ial services, or FinTech, has generated
solutions that overcome specific ters to access and use of financial services. Most
of the unbanked in emer%?ﬁarkets are among the approximately two billion
workers, or 60 perceg&}e)global labor force, who are in seasonal or informal jobs,
or are self-em 1@ Traditional retail banks provide financial services through
mechanis@d processes that are not tailored to the needs and characteristics of this
populé% Their business model has included operating from within physical
b@ es and they undertake many of their client evaluation activities through
face-to-face meetings. For many of the unbanked, visiting a branch may be
prohibitively expensive, either because these are physically remote or because they
are only open during working hours. Mobile phones are the primary tool used by
FinTech providers to reach current and potential clients. Two out of three adults who

do not have access to financial services do have access to mobile phones, a
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phenomenon that has enabled Fintech companies'®. In addition to the 1.6 billion
people without access to financial services, more than a billion people who do have
bank accounts pay their utility bills in cash. Moreover, 300 million account holders
get paid in cash, and approximately 280 million account holders continue to use cash
or over-the-counter services to send or receive remittances. Enabling policies and
institutions promote FinTech innovation through their commitment to Fi Tec{l,
protecting individuals and the financial system through updated o <@oved
regulation, consumer protection, data privacy, and the promotion of | literacy.
FinTech products and services are having a disruptive effect oné{e ,ﬁnancial services
industry across the world. In high-income countries, @e; access to financial
services is near universal, incumbent providers ar&%g nizing and restructuring to
meet the shifting preferences and expectati their customers. In emerging
markets, traditional banks appear to &Viewing FinTech innovators less as
competitors and more as potential ]Qrt}ers with useful tools and know-how that can
help them to reach new @rsm. Their approach to FinTech is to seek
partnerships and/or int gr}i;)n of FinTech approaches as part of the development of
their own busine@dels. However, it is important to note that FinTech innovations
introduce n\e&g\e{lenges and risks at both the macro and micro levels. At the macro
level, 4 cessary to differentiate between the benefits and risks of access to basic
@ts services and access to credit. While increased efficiency of day-to-day
banking improves growth and development outcomes, the expansion of FinTech
credit may pose macro stability risks, as it increases private liabilities and both credit

and liquidity risk, with little sovereign control or oversight. At the micro level, it may

create unsustainable debt burdens for certain groups of borrowers.
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FinTech users need protections against loss of privacy, identity theft, and fraud, and
without these in place, confidence in the use of digital financial services may quickly
erode. Users may also find themselves vulnerable to discrimination where
decision-making tools applied in Fintech reflect biases in the underlying data. Finally,
the reliability and governance of the new kinds of “cyber” market infrastructure upon
which FinTech solutions rely is also uncertain. Regulators have been responding t.o
FinTech through adjustments to their existing regulatory frameworks @oing
assessments of the extent to which these frameworks cover é%%ing risks.
However,''®note that the characteristics of FinTech upend aditional regulatory
approaches and existing insights. The nature and characte‘%&g&f FinTech reveal that
its regulation needs to deliver on three distinct poli gﬁ%ves: (1) financial stability
and market integrity, (2) efficiency and c¢ \[ion, and (3) data privacy and
consumer protection. Many of the iss nd questions raised in balancing these
trade-offs are entirely new to regul@ For example, the relationship between data
and market power creates a sion between issues of efficiency and competition,
and those of privacy nd\phsumer protection. It will be critical to introduce new
regulation that a@;ses any new risks arising from the new activities. Financial
technology&gl%ring market structures in the provision of financial services,
enhane%gisting business models and creating new ones. Expanding connectivity,
i@ed network effects, and an ever-increasing ability to process data have led to
very high levels of interest in Fintech by investors. By mid-2021, the global value of
Fintech was estimated at $1.1 trillion, equivalent to 10 percent of the value of the
global banking and payments industry, and up from 4 percent in 2018!!'!. Fintech is
having a transformative effect on growth and development in some country contexts

through its effect on financial inclusion''?. This is encouraging, because
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transformation at the scale and speed that is required to meet ambitions such as those
set out in the Sustainable Development Goals (SDGs) is almost always driven by very

rapid innovation and adoption of new technologies'!?

. FinTech expansion in emerging
markets is increasing financial inclusion and economic participation at a remarkable
speed, although it is not without risk, both for individuals and at the systemic level.
The benefits to people and businesses of increased access to capital, more ef%i:r.lt
payment mechanisms, and access to tools to support risk management \)t be
immediately apparent. However, Sen argues that “the exercise of de élgaent” is the
release of the individual agency of every person. He emph es, that support for
development is the act of removing obstacles in people’s@%@g nd that interventions
to support economic development should focus OQ ding what it is that people
are able to do and be''*. FinTech is expandi \Sssibilities for many millions of
individuals and businesses in emergin%@‘kets. Ensuring financial access for all of
those that are unbanked requires S(@ns for a new constraint, digital access. And
ensuring that this financial %@ strong and sustainable requires attention to new
and unfamiliar risks e&a\o}iy‘y trade-offs arising from FinTech business models.
\
S
2.2 The(@%ﬂl Review

Dit theories have been used to explain financial inclusion by researchers. Some
of these theories that are used in this study are the technology acceptance theory,

diffusion of innovation theory and legitimacy theory.
2.2.1 Technology Acceptance Model

This model was originally put forward by Davis in 1986 to expound on the attitude

behind the urge to employ technological knowhow!'>. TAM deals with perceptions
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and not systems real usage and argues when new technological advancement is
introduced to the customers, either one of this occurs that is, Perceived Ease of Use
(PEOU) and Perceived Usefulness (PU) influence their decision!'*. PEOU is the level
of confidence that people put on a system and if users perceive a new technology to
be beneficial in support of both short and long-run, there is that encouragement to use
the system. Further, the level by which an individual consider a system will b00§t
performance in the short and long-run is the PU''7.The TAM affirms that ems
real utilization is established by each user's behavioral intentio@ge and is
inspired by an individual’s perception to the system. The theog%g xplains that the
perception towards new technology has a direct relation t@_l nctionality as well as
the simplicity of the system!'>. TAM considers t&%%tance of technology and
functionality is influenced by consumer’s i iohs that establish the customer’s
perception towards system?3®.The th@lso supports that the recognitions or

suspicions about the advancement Qe}lstrumental in the improvement of states of

mind that will in the long ru r@n system usage conduct?*,

TAM also explores %abl)lde of individuals towards particular system.The TAM
gives details a Q ifies and portrays the reasons why clients acknowledge or
dismiss ah(&ancement or data framework. TAM is important both as a prescient
strate %onsidering the objective to evaluate the probability of individuals and
@:m‘[ions to receive a specific innovation?*®. TAM can be used to explain the digital
financial services which can be applied in clarifying the existence of variations in
consumer behaviors especially when it comes to use of related digital financial

services??.

The theory is an adaptation of the Reasoned Action Theory specifically tailored for

modeling user acceptance of information systems. The goal of the theory is to provide
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an explanation of the determinants of computer acceptance that is general, capable of

explaining user behavior across a broad range of end-user computing technologies

and user populations, while at the same time being both parsimonious and

theoretically justified. Thus, this study believes that the acceptance of contemporary

banking technology by customers is fundamental to the performance of these banks as
?».

2.2.2Diffusion of Innovation Theory Q%'\

&

The Diffusion of Innovations (DOI) theory was proposed by l%[ in 1995 to

well as the realization of financial.

explain the approach through which innovation can be pass :fﬁli?ferent ways over
certain period among different users!'”.DOI theory CQes the ways in which
innovative ideas are passed from one generati %ﬁ\e other. According to DOI
theory, an innovation is conveyed thro ious channels continually among
individuals of the same social beliefsl@ispersion of Innovation hypothesis looks
at the rate at which new advan@en are spreading, how the new development is
spreading and reasons why“it is spreading with a specific end goal to research the
elements inﬂuencir&*ﬁgselection of new data innovation advancement diffusion of
innovations th@xplains that innovations is applied in normal distribution curve
which ch partitioned into five segments to categorize users in terms of
innﬁﬁles& Diffusion theory explains that the crucial aspect in establishing
i&emen‘[ation of innovation is: absolute advantage, companionable, simplicity, trial
ability as well as ease to be detected. DOI also classifies users as modernizer, early

modernizers, and timely mass, late mass and stragglers?*!

. DOI theory perceives
innovations to be passed on via several ways several in a span of time as well as a

certain system. DOI theory tries to explicate as well as illustrate the approaches in
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which innovations that are digital financial services are adopted and becomes

successful.
2.2.3Legitimacy Theory

Legitimacy theory proposes that corporations should adapt to the new alteration in a
society in order to survive, otherwise their existence will be threatened, since they
will face awkwardness in attracting new customers or even maintain&&we
relationship with their customers; moreover, they will confront di@}g with
attracting employees and capital'?! Furthermore, the corporatim@not isolated
from the society therefore they have to maintain their relati (@W}\th the society by
fulfilling the society's expectations, not solely @the objectives of the
owners!?2.In other words, the essential assumpti

this theory derived from the

belief that the corporation impacts the sociit in'which it exists and vice versa'?>.

By the same token, legitimacy the@%sumes that the corporation should always
ensure that it respects the no f society in which it operates'>* Moreover, this
theory assists to understa@ ehavior of a corporation in executing, evolving and
fulfilling its social @psﬁbility strategy?#*. The major presumption of such theory is
to achieve the@ration's social contract that requires the embrace of corporate
social @%bility (CSR) policy, which affects different areas of activities,
es @ll the management accounting’**Moreover, it remedies the social and
&onmental behavior of corporations and the disclosure of information about such
behavior’**. Legitimacy theory is considered to be paramount in analyzing the relation
between companies and their environment, as well as it is the linkage between the
companies and society'?>.However, the legitimacy theory is applied to demonstrate

corporate disclosure practices and corporate social responsibility?+2,
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2.3 Reviewed of Empirical Studies
2.3.1Studies outside Nigeria

A study assessed FinTech and Bank: Past, Present, and Future. This research focused
on presenting a descriptive analysis of FinTech and Bank in the past, present, and
future, especially in Indonesia as a case study. The study uses a descriptive analysis
research method and qualitative method approaches. The results of this analysi\%al

what happened to FinTech and the Bank in the past, present, and future 1@);

Another study assessed the fintech investment and banks performance in Malaysia,
'\
Singapore and Thailand. The study used regression analysésé\&xamine the impact of

observed variables. The findings show that there is a@ﬁct of technology spending

ratios and R& D intensity towards bank perf@

Another study also investigated the ({ﬂiwnce of Institutional Environment and
Fintech to Urban Commercial Ba@g Performance. The study investigated the
relevant theoretical  basis @hnology spillover and new institutional
economics, and focuses the influence mechanism of Fintech on
the operating pe a (;e of urban commercial Banks through technology
spillover ({Q) intermediate  business. Primary data was used for the study.
Findir@ this study revealed that the development level of Fintech significantly

the operating performance of China's urban commercial Banks through credit

services, third-party payment and other intermediary businesses'?’.

Another study conducted in Kenya and investigated The Effects of FinTech on Bank
Market Power and Risk Taking Behavior. The study investigate the nexus between
market power and stability of the banking industry in pre FinTech period

(2003 - 2009) and post FinTech entrance period (2010 — 2017).
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Findings from the study revealed that results from PVAR model finds that bank
risk-taking behavior is positively - related to increase in the market power following

the FinTechs’ entry!2.

Furthermore, another study analyzed the Prospects for the Development of Fintech
and Banking in Ukraine. The focus of this article was limited to investigating the
problems of developing Fintech and banking in Ukraine and develop promising?&as
for their interactions. Findings from the study posited that the m@&%ﬁective
strategy of relationships between commercial banks and Fintech, ¢ nies is not

competing but using various mutually beneficial cooperation gptiens®*.

AN

Studies have also searched the relationship between @al technology (fintech)
innovation in the banking sector and (i) real sec owth, (ii) real sector volatility,

and (iii) bank fragility. They found that a‘}% revel of financial technology (Fintech)
rel

innovation is associated with a stro%

opportunities and capital and G]@er capita growth and with higher growth rates in

ationship between a country’s growth

industries that rely more o &;;31 financing and depend more on innovation. On the
other hand, they fouﬁé&that financial innovation is associated with higher growth
volatility amorﬁ)%lstries more dependent on external financing and on innovation
and with@ idiosyncratic bank fragility, higher bank profit volatility and higher

ba@ during the recent crisis'3°.

z&udy in Bangladesh examined Customers' Trust on E-Banking System. The study
was limited to investigate practices, impact, security, problems and prospects of
e-banking in Bangladesh which are directly related with the trust on electronic
banking. The study was done based on primary data with a set of questionnaire
developed with 44 questions which covered e-banking practice in Bangladesh, it

security, problems and prospects. Findings from the study revealed that customers
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trust depends basically on security measures, customers awareness, educational
qualification, authentication of e-transaction, e-service quality of banks,

bankers behavior amongst others!'3!.

A study investigated the factors influencing the adoption of financial innovation in
Ghana’s banking industry. Surveys were conducted involving 405 clients of the six
major banks in the country. Using logistical regression, the results amongst%@er
things show that innovation attributes such as lack of complexity, com %‘(y and

perceived usefulness provided by financial innovation, increase,% elihood of

e-banking adoption®. (6 )

Similarly, scholars also studied the determinants nan01a1 innovation in
listedcommercial banks in Europe and in the U, States from 2005 to 2008 that
product innovationprevails both in Europe it the US, but innovation falls from

2005. Not only banks innovate inle@tegories, but also less banks engage in
innovation. When banks have @gé)r market sharein less concentrated and more

efficient banking syste %; enjoy a preeminent position which leads to

innovation*!. «

A study @ya examined the Effect of Financial Innovations and
Opera %@ ion on Market Size in Commercial Banks: A Case Study of Equity

ldoret Branch. The study had a main purpose of establishing the effect of
f&lcial innovations on market size of banks in Kenya. The study adopted a
descriptive research design and data was collected through questionnaires and
interviews. The study had a target population of 1600 staffs and customers of the bank.
The study established that innovations increased the market size and assets of the
commercial banks. The study recommended more financial innovations including

internet banking that are aimed at meeting customer needs and satisfaction should be
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enhanced. However, this study has not analyzed the effects of financial innovations on
return on assets. This study will seek to establish the effects of financial innovations

on financial performance of commercial banks in Kenya™.

Another study also stated that African banks were generally slower in adapting to the
change except for South Africa which had well-regulated banking sector and digital
banking roadmap with fintech solutions. It concluded that fintech had a positive
impact on the Asian banking sector as it gives access to a larger market atd I0wWer cost.
However, African banks often had direct competition between . mobil€ operators.

Therefore, they will require more integration efforts than Asian‘banks!*2.

A study in Newyork also analysed the growing capabilities’of fintech in both retail
and wholesale payments arenas. In its report, “Innpvation in Payments: The Future is
Fintech”, the bank argues that “without a doubt, the “era of fintech” is upon us and
banks cannot merely be mindful of this;\they must also have a clear plan in place in
order to adapt to and benefit frond fintéch-fuelled changes”. They observed the fintech
disruption in the wholesale “payment market could come from two forms: large tech
companies within thé-financial services and numerous fintech startups having the
potential for driving)disintermediation. They also analysed the current challenges in
fintech implementation, how to strategize and monetize fintech opportunities and put
forwatd Srecommendations for banks to increase engagement with the fintech

community in order to position firmly in the digital age)'3>.

A recent study investigated key drivers for banks to form alliances with fintech and
impact of bank-fintech alliances on the market valuation of banks in Canada, France,
Germany and the UK. Using hand-collected information on strategic alliances from
bank websites, Crunchbase database and Factiva for 2007-2017 by the hundred largest

banks in each of the four countries, they found 469 alliances. Of the 469 alliances,
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majority is characterised by product-related collaborations (54%), followed by
financial engagements (43%). They collapsed the data into a panel dataset for the
period from 2007 to 2017 for bank-year observations. They found that banks are
significantly more likely to form alliances with fintech when they pursue a
well-defined digital strategy and/or employ a Chief Digital Officer (CDO).
Employing a CDO increases the number of bank-fintech interactions by two t thre.e
times. The coefficients of bank which is listed on stock exchanges and ba@\es are
statistically significant and have a positive effect in all the regressions) ning large
and listed banks interact with more fintech than small and pri te,\banks. The bank
ROA is significantly negative in most regressions indi@% hat banks with poor
profitability maybe particularly interested in a hig umber of fintech partnerships
which maybe an effort to accelerate a tra ation process. They found that
markets react more strongly if digital b rather than traditional banks announce a

fintech alliance. Their results sug@that stocks of digital banks benefit from

alliances, which may rem&;@@ being better able to internalize the fintech’s

expertise!3*. &\)

A performed an e@gx'cal analysis on a data panel of 38 European Banks to determine
the impac @bank innovations on financial performance measured by the ROE
betweé%@B and 2015. The study was based on secondary data collected from the
a{@a reports for the European banks spanning three years in which fintech
innovations have been invested in by banks. She used R and STATA 12.0 to analyse
the data and found a significant positive association between fintech and bank
profitability as financial innovation can create both cost-cut and cross-sell
opportunities for the banks. She also found the existence of a negative relationship

between the number of physical branches and bank profitability. She also found more

81



digitally-oriented banks such as Nordea, SwedBank, Fineco and mBank had shown
growing profitability (ROE of 13-15%) at a time of falling interest rates as well as a

strong focus on building a customer-oriented bank for the future)'*>.

Another study researched on commercial banks in Latvia from 2010 to 2015 to
examine the fintech influence on bank performance measured by the ROA, the ROE
and the capital adequacy ratio (CAR). Total 23 commercial banks in Latv'&@;e
divided into two groups; those specialised in international customers se®g (BD)
and those specialised in domestic customers servicing (BD). The;% the ROA,
ROE and CAR index was higher for BD because BI waeiﬂ;yre'\ dependent from
internal and external factors of a bank. In summary, fin XVelopment affected the
retail banking sector of BD that actively digitali %)eir operations. Those banks
categorised as BD had more flexible and ha@used policy to new customers and
existing customers by new digital tool@% mpared to BI whose change and digital

adoption was slower!?°. Q.)

232 Studies within 1\@»

A study examined@;tr‘onic Banking and Profitability in the Nigerian Banking
Industry. An @ttial survey research design was adopted. Primary data were
collec‘%@%h questionnaires from both staff and customers of the surveyed bank.
it \% complimented with secondary data sourced from the company’s audited
f&lcial statements for the period of 2010-2017. Data collected were analyzed using
both descriptive and inferential statistics while testing of the hypotheses was done
using multiple regression analysis. Findings from the study revealed that cards play a

significant role more than other channels and immediately followed by ATM)!%7.

Another study assessed The Evolution of Banking From Retail to Mobile Banks and

82



Fintech.Findings from the study posited that the future @ of  banking is
characterized by innovative services and products offered online which,
however, would need to be supported by a regulatory framework,

able to eliminate entry barriers for newcomers inthe banking sector!3.

Another study critically analyzed Technology innovation in theNigerian banking
system: prospects and challenges. Both Primary data and Secondary data was wﬁyfor
this study. For primary data, cross-sectional survey design was ad@while
secondary data were generated for the study through annual s of CBN
(2013-2017). The findings of this study reveal the mig@ from cheques to
electronic related transactions. It further indicates a hi e of fraud committed
through those channels. The analysis of primary aﬁ&%e?ws that innovation adoption,
service quality, cybercrime havesignificant @mhip with the competitiveness of
banks, the intention ofbank customersgﬂ%perception of customers towards online
services. However, the rate of fj g.does not havesignificant relationship with the

usage of mobile banking pr@s‘which further studies can critically examine'.

Similarly, another st analyzed Retail Banking and Bank Performance: Evidence
from Nigeria. @)@ ary data was used for the study and data was collected and
analyzed (g& on the annual reports available on the website of 16 banks listed on
the@@ ia stock exchange as at 31% December 2018. The result of findings
revealed that Size and Competition significantly impacted on bank
performance with a probability of 0.0071 and 0.0178 respectively
which is less than 5% degree of significance; and Loans and
deposits relationships were all not significantly impacting on bank
performance, as the probabilities for all variables were more than the

acceptable 5% degree of significance!*.
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A study conducted a research on Fintech Evolution in Nigeria: Achieving Double
Bottom Line Impact Through Innovation and Entrepreneurship. Both primary data
and secondary data were used for this study. The primary data used for the study was
collected manually via interviews with current fintech industry operators in Nigeria
while the secondary data was sourced from archival research, mainly research
publications and regulatory publications. Findings from the study reveale thflt
Fintech's performance in Nigeria impacts the ecosystem economically an $ in

three broad dimensions: through stimulating economic activi%@reating a

multiplier effect, and by driving progress towards development ls\

Another study argued that financial technology (Fintec @aﬁons have positively

influenced the return on Equity of commercial ba 1ger1a They narrowed down
to electronic banking citing that more custo@nsactlons are observed and hence

more transaction fees leading more re\@vz

Furthermore, another study car%%ﬁ a study aiming at establishing the impact of
emerging trends on perfo 1@?& banks. The study considered the use of ATMs,
Mobile banking and%ler technological mechanisms that facilitate the banking
process. The s@stablished that those banks that adopted innovations earlier had
superior [@0 ance when compared to those that adopted much later. Perhaps, this
is l@u of the first mover advantage. It is important to note that technology
@ges so fast and if firms take long to adopt, it may be of value because other better

forms of technology will have emerged'**.

A study on financial innovation revealed that most of the financial innovations have a
positive effect on income generating potentials of banks. He noted that the diffusion
of financial innovation is more determined by customer’s acceptance than by the

seller offerings)!'*4.
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2.4 Summary of Gaps Found in Literature

Innovations and advancements in the integration of information communication
technology (ICT) in the banking system in the past decades to a large extent played
active and vital roles in transforming the way banks make their services available to
their customers. Financial Technology (Fintech) which is a result of ICT integration
in the banking system, also brought about the innovative technologies that are adepted
in providing financial services which ranges from - online transfer payment, online
financial planning services and online lending and borrowing through, peer to peer
system, amongst others. As a result of the varying poténtials) of Fintech, an
overwhelming percentage of banks across the world haye=been adopting Fintech in
order to optimise their services and gain competitivebedge by either partnering or

acquiring existing Fintech or establishing their ewn Fintech.

Notwithstanding the fact that the adoption_of Fintech is becoming very widespread in
developed economies, little or ngthing 1s known about this in developing economies,
especially in sub-Saharan™Aftica, this however, has brought about a dearth of
scientific and empiriéal research on the effects of Fintech integration in developing
countries like Nigeria. Hence, this study explore the financial services offered by
deposit moneybanks in Nigeria and the extent to which these banks have integrated

technelogy into delivering these services as well as its challenges in Nigeria.
2.5 Conceptual Framework

The framework of this study is based on the technology acceptance theory introduced
by Davis in 1989 which explains technology user acceptance behaviour. The theory
proposed that technology acceptance (integration) depends on perceived ease of use

and perceived usefulness, attitude and behavioral intention to use. It is however
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believed that the perceived usefulness and perceived ease of use forms the end-user’s
beliefs on a technology and therefore predict his or her attitude towards the

technology, which in turn predicts its acceptance.

Many researchers are of the view that the perceived usefulness of a technology is
essential when deciding its adoption. Others believed that adoption of a technology is
impacted by its perceived usefulness. Meanwhile, when the use of ﬁnvc»ial
technology has a higher perceived usefulness, the probability of it bein@grated
will also be high. Therefore, the major determinant of adoptiOr;% egration of
technology is the perceived usefulness, ease of use and(@e;r *variables of the

technology acceptance model'®. This can be expressed_i %ﬁctional relationship as

shown below %
>

Integration of Technology = fiperceived us and perceived ease of use) (2.1)

The major explanation provided by@fgheory is that for financial technology to be
integrated, it must gain wide a @nce by users and this will be based on the ease of
use'#, It therefore implie\th%)if financial technology gain wide acceptance, then its
integration will be ]Q d as such it will have a form of influence on performance of
the organizati@Qence, among the determinants of the performance of an
organiz t@:l%te extent to which financial technology have been integrated which can
be t@%
N

Financial Performance = f{financial technology integration) (2.2)

essed implicitly as

However, the deposit money banks in Nigeria offers various financial services such as
deposit facilities, credit facilities, remittances and payments, export, import and
foreign services, investment banking and wealth management, as well as ancillary

services, with the adoption of technology, these services are now being offered
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through financial technology tools such as automated teller machines (ATMs), mobile

banking, internet banking, point of sales (POS) terminal and unstructured

supplementary service data (USSD). These financial technology tools have also

influenced and empowered deposit money banks to be dynamic in the way they

provide these financial services and as a result it influences their financial

performance. This relationship is depicted the the figure below which fom&ihe

framework for this work.
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Chapter Three
Methodology

This chapter presents the approaches and methodology that is employed in this study.
It discusses the research designs population, sample size and sampling procedure,

measurement of variables and method of data analysis.

3.1 Research Design %\E 4
This study employed the survey research design which focused @Hection

with the aid of questionnaire. This has the ability to collect lam&rg nt of data in a
population based research. This method is used because i@e a coherent research
instrument for gathering data and generating info tofr that will be drawn on the
study. The use of questionnaire in this study for respondent to disclose their
perception on current and emerging issues, with respect to financial technology and

financial performance of deposit @sy banks in Nigeria. It is also faster and

relatively inexpensive to use.g)?@
3.2 Population of th@)

This research ic)@%[o explore the efficacy and restrictions of Financial technology
(FINTEC@q;egration in Nigeria banking sector. The target population include the
twe %r (24) deposit money banks listed by the central bank of Nigeria with both

@ and international authorization as at June 2021.
3.3 Sample Size and Sampling Technique

This study uses a sample of eleven (11) deposit money banks with both local and
international authorization. The simple random sampling technique was used to select
the needed sample from the population, this is because simple random sampling is

objective and unbiased. The selected banks include, Zenith Bank, Guaranty Trust
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Bank, First Bank, Access Bank, Polaris Bank, Union Bank, First City Monument
Bank, Fidelity Bank, Sterling Bank, Stanbic IBTC Bank and Ecobank. Questionnaires

were administered on 150 respondents who are staff of the selected banks.
3.4 Description of Research Instrument

Research instruments are tools used in a study to collect data. This study uses

structured closed-ended questionnaire to collect data from the participants. \?\‘

The Research Questionnaire consist of sections A to E. Section A f@ﬁ on the
essential demographic characteristics of the respondents, while ec‘:& focused on
financial services provided by deposit money banks in N@, ssction C contains
questions with regard to financial technology and nt to which it has been
integrated, section D contains questions o&&%nts to technology integration,

while the last section focused on ﬁnanc&) rmance of deposit money banks in

Nigeria. Q;\&

Each question of the questior@ from Section B to E were structured in Likert
Scale which required theﬁessp ndents to grade their options on a scale of 1 — 5. The
questions had sc Qre ponses as of Very Large Extent (coded 4), Large Extent

(coded 3), S tent (coded 2), Minor Extent (coded 1) and Not At All (coded 0).

3.5 Va@ of Research Instrument

O
@ﬁty refers to the degree to which a measuring instrument measures what it is
designed to measure, as well as the extent to which empirical evidences and
theoretical rationales support the adequacy and appropriateness of interpretations
based on findings'. In order to ensure the validity of the instrument used in this study,

past literature were reviewed in order to ensure that the instrument is empirically and

100



theoretically valid. In addition, the researcher’s supervisor to ensure that it was

comprehensive enough to cover the full range of the subject matter.
3.6Reliability of the Research Instrument

A reliability scrutiny was done to verify the reliability level of the variables used in
the study. The study adopted a test-retest method, which involved giving an
instrument the second time to the same group of respondents. Reliabilit)\

Id
therefore be confirmed through correlation between the scores on the tw@}fiendent

S— N\
R

3.7Data Collection %
This study relied exclusively on primary source of ,;ing questionnaire to collect

data from participants who are low-level a \&ﬁlevel staffs of selected deposit

money banks in Nigeria. A total of one&l&dred and fifty (150) questionnaires was

administered among the respondent(-)\

P

3.8 Model Specification %

The general model o%is.sYdy is founded on the theoretical framework specified by
equation 2.1 abc) is is in line with the objective of the study which is to examine

the effect@ﬁghnology integration on financial performance of deposit money banks

in ]\@The functional relationship is expressed as below

1& f(Financial Technology) (3.1)
Where FP is the financial performance of deposit money banks

3.8.1 Model for the Investigation of the Effect of Financial Technology on the

Financial Performance of Deposit Money Banks in Nigeria.
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To achieve this objective, five (5) financial technology tool will be used as a measure
of financial technology which is in line with past studies??. The equation 3.1 can then

be re-expressed as;
FP = AATM, POS, IB, MB, USSD)
This can be expressed in estimable form as follows

FP = oo+ aiATM + oo POS + o3 IB + a4 MB + a5 USSD + ¢ E.

>
\g&

FP = financial performance of deposit money banks in Nigeria & N

ATM = Automated Teller Machine %%'\’

POS = Point of Sales §
IB = Internet Banking &
MB = Mobile Banking Q)\

USSD = Unstructured Supp@hary Service Data

oo = Constant term él.\)
o5 = Coefﬁci@he variables

\
e

@’lodel for the Assessment of the Effect of Constraints to Technology

Integration on Financial Performance of Deposit Money Banks in Nigeria.

To achieve this objectives, the constraints to technology integration (CONST)is
expressed as a determinant of financial performance of deposit money banks in

Nigeria (FP). This relationship is expressed as

FP = {CONST)
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In its econometric form, it can be expressed as
FP =ao+ a1 CONST + ¢

ao = Constant term

a; = Coefficient of the variable

€ = error term

3.9 Method of Data Analysis Q%'\

To achieve the objectives of this study, the descriptive and in@mal analysis.

Descriptive analysis was carried out to show the demograph&%é‘ respondents and

give insightful information regarding the distribution of@ondent&

The inferential analysis was carried out to inve %effects of financial technology
and constraints to technology integration gn cial performance of deposit money
banks in Nigeria using the correla&i&%xploratory factor analysis and regression
analysis. Also, descriptive analy as conducted to show variations in responses and
opinions of the responde@)szg frequencies and percentage denotations. The data

for the study was a e tsing version 26 of the SPSS (Statistical Package for Social

Sciences) softv@?

3.10 @'Sl Expectations

@ive and significant relationship is expected between financial technology and
financial performance of deposit money banks in Nigeria. A positive relationship is
also expected between financial technology tools (ATM. Internet Banking, POS,
Mobile Banking and USSD) and financial performance of deposit money banks in
Nigeria. Also, a negative relationship is expected between constraints to technology

integration and financial performance of deposit money banks in Nigeria.
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3.11 Ethical Consideration

This study is conducted with honesty and integrity, exercising due diligence while
recognizing and protecting the confidentiality of participants in the study. To render
this study ethical, research participants participated voluntarily and the information
provided are treated with utmost confidentiality. The anonymity of the participants

.

Deception or exaggeration about the aims and objectives of the researc@) oided

was ensured while being treated with dignity.

and all communications and information reports in relation to the‘@’rch are done
with honesty and transparency, such that there are no misleading f%rmation, as well
as representation of primary data findings in a biased &%e researcher maintained

strict objectivity in discussions and analyses thro t the research.
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Chapter Four
Results and Discussion of Findings

This chapter presents the data, analysis and interpretation with respect to the
objectives of the study. The data analysis and interpretation was based on the response

of the participants from questionnaire administered.
4.1 Demographic Data Analysis

For the purpose of this study, 150 participants from 11 selected deposit mone& S
in Nigeria were considered, out of which 112 responses were re;@; The
respondents comprise of both male and females. The table 4.1.1 ?& S

demographic statistics of the respondents in the survey carried (&

ents the

.\
Table 4.1.1 Demographic Characteristics of Responden(t\s(&

Variable Frequem;a"‘n‘)'\by Percentage (%)
Male N 47.5
Gender Female % 52.5
Missing
Total 12 100
A
Single & =31 29.2
Married & 73 68.9
Marital Status Divorced \ 1 0.9
Separated Q_) 1 0.9

Missing Q 6
Total 112 100

O3\

18-25 N 16 15.0
26-35 55 514
36-4 29 27.1
Age 4@bove 7 6.5
g 5
%al 112 100
N
\_) NCE/OND 9 8.3
% HND/B.Sc 77 71.3
Q M.Ed/M.Sc 18 16.7
PhD 4 3.7
@tion Missing 4 2
Total 112 100
Less than 1 Year 12 10.9
1-3 Years 35 31.8
Years of 4-6 Years 25 22.7
Experience in the 7-10 Years 17 15.5
Banking Industry More than 10 Years 21 19.1
Missing 2
Total 112 100

Source: Field Survey 2022
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It was revealed from the table 4.1.1 that majority of the participants were females
represented by 52.5% while the male respondents were 47.5 %. This is showed

pictorially below.

Gender

E Male
MFemale

%

NG
Figure 4.1.1: Gender I\Q
S

Source: Field Survey 2022

In terms of marital status of the respon , majority are married (68.9%) followed

by those that are single (29.2%) while those that are divorced and separated are

represented by 0.9% each. '%@picted pictorially below.
AN

Marital Status

H single

W Married
M Divorced
[ separated

X
>
>

Figure 4.1.2: Marital Status
Source: Field Survey 2022
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With regards to education, majority of the participants are HND/B.Sc holders (71.3%)
followed by M.Ed/M.Sc (16.7%) and NCE/OND (8.3%), while the least represented

were the PhD holders with 3.7%.

Education

EnCE/OND
W HND/B Sc
WM Edm.Se
ErrD

Nt
g&

Figure 4.1.3: Education @%-9

Source: Field Survey 2022 \

In terms of age, the age range with the hi t'participation are those between 26 to
35 with 51.4% followed by those tha@ ithin the range of 36 to 45 with 27.1%.

Those that are within the range @ 25 are 15% while the least are those above 46

years of age (6.5%). %?»
S

A

Eiz-25
W26-35
3615
[H 46 and Above

§
QQ

Figure 4.1.4: Age
Source: Field Survey 2022
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In addition, it was also discovered that majority of the respondent are still relatively
new at their respective banks as participants with 1 to 3 years work experience
account for 31.8%, followed by 22.7% of those with 4 to 6 years work experience in
the banking industry. Those that have more than 010 years work experience were

19.1% followed by those with 7 to 10 years (15.5%), while the least represented were

Years of experience in the banking industry ;)k:

[ Less than 1
| JE]

W6

E7-10
Cabove 10

those with less than a year (10.9%). This is presented pictorially below:

N
Figure 4.1.5: Years of Experie Me Banking Industry
Source: Field Survey 2022 X\ %

S

4.2 Data Analysis and II}o;pretation
The study collected data on the financial services and financial technology as well as

the constrai‘;ﬁgqﬁerienced in the adoption and use of financial technology as well as

ﬁnanci@(ormance measures of deposit money banks in Nigeria. The analyses

l@n the objectives of the study are presented below.

4.2.1 Examination of the Extent to which Deposit Money Banks Have Integrated

Technology into Financial Services in Nigeria.

In order to examine the extent to which deposit money banks have integrated
technology into financial services in Nigeria, the set of financial services offered by

deposit money banks must be ascertained.
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Table 4.2.1 Financial Services Provided by Deposit Money Banks in Nigeria

To what extent does your bank engage in the following Financial Services

S/N Financial Services Percentage of Respondents

VLE LE SE ME NAA MEAN

1 Deposit facilities (current, savings and term deposit

accounts) 72.3 23.2 2.7 1.8 0 3.66
2 Credit facilities (term loans, cash credit, bills

discounting, vehicles loans, agriculture loans, corporate

credit, retail loans) 36.6 473 10.7 54 0 3.15
3 Remittances and payments (payment of bills,

collection of cheques and bills, Real-Time Gross

Settlement (RTGS) Electronic Clearing Service (ECS), .
National Electronic Funds Transfer (NEFT), and \; ’

Society for Worldwide Interbank Financial Transfers %
(SWIFT)) 58.9 250 @) 3 1.8 3.33

4 Export, import and foreign exchange facilities
(Export and import credit, foreign letters of credit, cross %

country payments, currency exchange, remittance from
abroad) 35.1 ({% o126 72 36 297

5 Investment banking and wealth management
(personal banking, asset management, executor and \

trusteeship arrangements) %D 53.6 8.9 5.4 0 3.12

6 Ancillary services (safe custody and safe deposit locke
1
%&

facilities, solvency certificates, insurance and mu

fund services, credit and debit cards, and sale of’

coins) 28.8 28.8 324 9.0 0.9 2.76

Average Mean 4 3.17
Source: Field Survey 2022 N,

KEY: VLE = Very Large Extent,@ Large Extent, SE = Some Extent, ME =
Minor Extent, NAA = Not At

***PDecision Rule of mean j %;;.99 = Not At All; 1 to 1.99 = Minor Extent; 2 to

2.99 = Some Extent;&)w = Large Extent; 4 to 4.99= Very Large Extent

The table 4.2.1 d that all participants generally agreed to a large extent that the
deposit b@l Nigeria offers the listed financial services which are deposit services,
cre%%ices, remittances and payments, export, imports and foreign exchange
s@ces, investment banking and wealth management services as well as ancillary

services (Mean = 3.17).

Specifically, the report shows that with a frequency distribution of 72.3%, the
respondents agree to a large extent that deposit money banks in Nigeria offers deposit
services (Mean = 3.66). Credit service is another major financial services provided by

the deposit money banks in Nigeria as majority of the respondents agree to a large
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extent that their banks offer credit services (Mean = 3.15). Respondents also agree to
a large extent that deposit money banks in Nigeria offers remittances and payments
services (Mean = 3.33). Similarly, respondents agreed to a large extent that deposit
money banks in Nigeria provide investment banking and wealth management services
(Mean = 3.12). Meanwhile, export, imports and foreign exchange services (Mean =
2.97) and ancillary services respondents agree to a some extent (Mean = 2.7 thflt

deposit money banks these services. Q%'\

This implies that deposit money banks in Nigeria provides deposi ices, credit
services, remittances and payments, export, imports and fo@exchange services,
investment banking and wealth management services @[ as ancillary services.
With this information, the extent to which de Gs&%ﬁney banks have integrated
technology in providing these financial sen@an then be examined. To achieve
this the respondents were further asked@zxten‘[ to which their banks uses each of
the five financial technology to QJ' , Internet Banking, POS, Mobile Banking

and USSD) to deliver ﬁ@' services.The distribution of their responses are

reported below. «.\)
N\

Table 4.2.2 'I@Ment to which Deposit Money Banks uses Technology to
s

Provide D% ervices

To what extent does your bank uses the following technology to perform Deposit Services

S/N ECH VLE LE SE ME NAA  Mean
1 M 75.0 15.2 5.4 2.7 1.8 3.59
2 Q nternet Banking 70.5 20.5 3.6 3.6 1.8 3.54

Q POS 670 196 125 09 0 3.53
4 Mobile Banking 714 161 80 36 09 3.54
5 USSD 714 116 80 63 27 3.43

Average Mean 3.53

Source: Field Survey 2022

KEY: VLE = Very Large Extent, LE = Large Extent, SE = Some Extent, ME =
Minor Extent, NAA = Not At All

***PDecision Rule of mean is 0 to 0.99 = Not At All; 1 to 1.99 = Minor Extent; 2 to

2.99 = Some Extent; 3 to 3.99 = Large Extent; 4 to 4.99= Very Large Extent
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Table 4.2.2 depict that on the overall, the respondents agreed to a large extent that
deposit money banks in Nigeria uses each of the financial technology tools to provide
deposit services (Mean = 3.53). Majority of the respondents with a frequency
distribution of 75% specifically agreed to a large extent that deposit money banks
uses ATMs (Mean = 3.59), Internet banking (Mean = 3.54), POS (Mean = 3.53) and
Mobile banking (Mean = 3.54) to provide deposit services in Nigeria. Meanwhil.e,
majority of the respondents with a frequency distribution of 71.4% agree \Iarge
extent that USSD as a financial technology tools is being used t e deposit
services. In summary, ATMs, internet banking, POS, mobile l%qyg and USSD as

financial technology tools have been integrated to a 1&%, xtent among deposit

money banks. %
\q%

Table 4.2.3 The Extent to which Deposit I\@Banks uses Technology to
Provide Credit Services N

To what extent does your bank uses the folloaﬁr@\pchnology to perform Credit Services

S/N FINTECH ~N_MVLE  LE  SE ME NAA  Mean
1 ATM \_)" 685 17.1 9.0 0.9 4.5 3.44
2 Internet Banking Q 622 252 9.0 0.9 2.7 3.43
3 POS 514 270 144 09 6.3 3.16
4 Mobile Banking @ 613 261 8.1 2.7 1.8 3.42
5 USSD \) 613 252 8.1 3.6 1.8 3.41
Average Meah 3.37

Source: Field Sur@mé

KEY: VLE = @Large Extent, LE = Large Extent, SE = Some Extent, ME =
A =Not At All

Minor Exts%
***PDeci ule of mean is 0 to 0.99 = Not At All; 1 to 1.99 = Minor Extent; 2 to

2.9%5 me Extent; 3 to 3.99 = Large Extent; 4 to 4.99= Very Large Extent

Table 4.2.3 shows that generally, the respondents agreed to a large extent that deposit
money banks in Nigeria uses each of the financial technology tools to provide credit
services (Mean = 3.37). To be specific, the report shows that for each of the financial
technology tools, respondents agree to a large extent that deposit money banks have

integrated ATMs (Mean = 3.44), internet banking (Mean = 3.43), POS (Mean = 3.16),
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mobile banking (Mean = 3.42) and USSD (Mean = 3.41) to provide credit services in
Nigeria. This imply that credit services recipients can receive credit services via the
use of technology tools such as ATMs, internet banking, POS, mobile banking and

USSD to a large extent among deposit money banks.

Table 4.2.4 The Extent to which Deposit Money Banks uses Technology to
Provide Remittances and Payment Services

To what extent does your bank uses the following technology to perform Remittances_and

Payment Services ‘\

S/N FINTECH VLE LE SE ME  NAA<NAMean

1 ATM 564 245 9.1 9.1 0. > 3.26

2 Internet Banking 532 297 7.2 9.0 Q 3.25

3 POS 464 29.1 145 9.1 x 3.11

4 Mobile Banking 514 297 99 6. . 3.21

5 USSD 509 23.6 145 ‘&% « 3.6 3.11
Average Mean ZA 3.12

Source: Field Survey 2022 \

KEY: VLE = Very Large Extent, LE = Large E 1@{5 = Some Extent, ME =
Minor Extent, NAA = Not At All &

***PDecision Rule of mean is 0 to 0.99 = Not ; 1 to 1.99 = Minor Extent; 2 to

2.99 = Some Extent; 3 to 3.99 = Larg\g@gnt; 4 to 4.99= Very Large Extent

In table 4.2.4, it was observed t%@espondents generally agreed to a large extent
that deposit money banks i@ia have integrated each of the financial technology
tools to provide remitfances and payment services (Mean = 3.12). Clearly, it can be
seen from the y distribution that the majority of the respondents for each of
the techn@‘tools agree to a very large extent, however, the mean shows that the
resp %‘s agree to a large extent that deposit money banks in Nigeria have
i@rated ATMs (Mean = 3.26), internet banking (Mean = 3.25), POS (Mean = 3.11),
mobile banking (Mean = 3.21) and USSD (Mean = 3.11) to provide remittances and
payment services in Nigeria. This means that users can access remittances and

payment services to a large extent through financial technology tools.
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Table 4.2.5 The Extent to which Deposit Money Banks uses Technology to
Provide Export, Import and Foreign Exchange Services

To what extent does your bank uses the following technology to perform Export, Import and
Foreign Exchange Services

S/N FINTECH VLE LE SE ME NAA Mean

1 ATM 37.8 21.6 198 9.9 10.8 266

2 Internet Banking 31.8 364 164 9.1 6.4 278

3 POS 30.6 22,5 19.8 16.2 10.8 246

4 Mobile Banking 40.5 234 21.6 9.9 4.5 286

5 USSD 342 21.6 189 10.8 14.4 250
Average Mean 5.

Source: Field Survey 2022 \a

KEY: VLE = Very Large Extent, LE = Large Extent, SE = Some yME =

Minor Extent, NAA = Not At All
***Pecision Rule of mean is 0 to 0.99 = Not At All; 1 to 1.99 = @r Extent; 2 to

'\
2.99 = Some Extent; 3 to 3.99 = Large Extent; 4 to 4.99=@arge Extent.

Table 4.2.5 depict that the respondents overall @' some extent that deposit

money banks in Nigeria have integrated eac \he financial technology tools to
provide export, import and foreign exchange services. From the mean of the
distribution of the respondents, it ca@\seen that for each of the financial technology
tools, respondents agree to s%@xtent that deposit money banks in Nigeria have
integrated ATMs (Mean :\'g»§ , internet banking (Mean = 2.78), POS (Mean = 2.46),
mobile banking @ .2.86) and USSD (Mean = 2.50) to provide export, import
and foreign& ge services in Nigeria. This means that users can access export,

impoq,@oreign exchange services to some extent through financial technology

<
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Table 4.2.6 The Extent to which Deposit Money Banks uses Technology to
Provide Investment Banking and Wealth Management Services

To what extent does your bank uses the following technology to perform Investment Banking and
Wealth Management Services

S/N FINTECH VLE LE SE ME NAA Mean

1 ATM 41.8 27.3 12.7 9.1 9.1 284

2 Internet Banking 31.8 40.0 145 9.1 4.5 285

3 POS 21.8 364 182 118 11.8 245

4 Mobile Banking 264 445 155 82 5.5 278

5 USSD 327 300 173 82 11.8 264
Average Mean .71,

Source: Field Survey 2022 ‘\\iy

KEY: VLE = Very Large Extent, LE = Large Extent, SE = Some yME =

Minor Extent, NAA = Not At All
***Pecision Rule of mean is 0 to 0.99 = Not At All; 1 to 1.99 = @r Extent; 2 to

'\
2.99 = Some Extent; 3 to 3.99 = Large Extent; 4 to 4.99=@arge Extent

Table 4.2.6 shows that the respondents generally @ some extent that deposit
money banks in Nigeria have integrated eac \he financial technology tools to
perform investment banking and wealth agément services. Specifically, the mean
of the distribution of the responden@vws that for each of the financial technology
tools, respondents agree to so?@xtent that deposit money banks in Nigeria have
integrated ATMs (Mean :\’g»g , internet banking (Mean = 2.85), POS (Mean = 2.45),
mobile banking @n e 2.78) and USSD (Mean = 2.64) to provide investment
banking an&gh.h management services in Nigeria. This means that users can access

invest@nking and wealth management services to some extent through financial

‘@ogy tools.

115



Table 4.2.7 The Extent to which Deposit Money Banks uses Technology to
Provide Ancillary Services

To what extent does your bank uses the following technology to perform Ancillary Services

S/N FINTECH VLE LE SE ME NAA Mean
1 ATM 30.9 39.1 11.8 10.0 8.2 275
2 Internet Banking 324 315 171 126 6.3 271
3 POS 279 30.6 19.8 135 8.1 257
4 Mobile Banking 31.5 315 189 126 5.4 271
5 USSD 29.7 324 162 135 8.1 2.62
Average Mean 2.67
Source: Field Survey 2022 .
KEY: VLE = Very Large Extent, LE = Large Extent, SE = Some E E

Minor Extent, NAA = Not At All Qg
***Pecision Rule of mean is 0 to 0.99 = Not At All; 1 to 1.99 = M@, xtent; 2 to

2.99 = Some Extent; 3 to 3.99 = Large Extent; 4 to 4.99= \;@!‘m‘ge Extent

In table 4.2.7 it can be observed that respondents ger@gree to some extent that
deposit money banks in Nigeria have integrated f'the financial technology tools
to provide ancillary services. The mean of]t istribution of the respondents, shows

specifically that for each of the finan chnology tools, respondents agree to some
extent that deposit money ba %geria have integrated ATMs (Mean = 2.75),
internet banking (Mean = 2%} POS (Mean = 2.57), mobile banking (Mean = 2.71)
and USSD (Mean = 2:62) to provide ancillary services in Nigeria. The implication of

this is that us@ access ancillary services to some extent through financial

techn@.

O @, it can be seen from the results that deposit money banks in Nigeria have
integrated technology into providing financial services in Nigeria, however, the
technology are mostly used to offer deposit services, credit services and remittances
and payment services. Although, these technological tools are also being used to
provide export, imports and foreign exchange services, investment banking and

wealth management services as well as ancillary services but only to some extent.
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4.2.2 Analysis of the Constraints to Integrating Technology into Financial

Services Among Deposit Money Banks in Nigeria.

In order to achieve the second objective which is to analyse the constraints to
integrating technology into financial services among deposit money banks in Nigeria,
questions were asked to get information on the constraints to using these financial
technology tools. The question focused on the extent to which deposit mone ?ka
experience the listed constraints such as poor understanding and %‘tance,

regulatory challenges, infrastructure and security threat and data% y in using

financial technology tools. (6 !

Table 4.2.8 The Extent to which Deposit Money Ba @rerience Constraints in
using Financial Technology \Q )

To what extent does your bank experience the following(&tskrz?{nts in using Financial Technology

S/N FINTECH A\ Percentage of Respondents

A WLE LE SE ME NAA Mean

1 Poor understanding/ acceptance and distrust\of N
FINTECH innovation by customers & 35.7 29.5 232 8.0 3.6 2.86

2 Regulatory challenges 27.0 36.0 189 10.8 7.2 2.65
3 Consumers unwillingness to pay hi@e-r) ices
for better FINTECH 313 348 134  16.1 4.5 2.72

5 Lack of adequate finagc
innovation in the bank 255 236 13.6 19.1 18.2 2.19
6 Lack of adequate i:éonn jon on FINTECH 14.5 31.8 209 182 14.5 2.14
C

4 Lack of qualified personnel 286 259 179 152 12.5 243
% FINTECH

7 Difficulty in fifiding « reliable cooperation

partners for F innovation 21.1 239 193 165 19.3 2.11
8 Inadequate §” to infrastructure such as

electricity \and t€lecommunication 21.8 32.7 11.8  20.0 13.6 2.29
9 Lack @Vacy and security hazards 19.4 37.0 139 157 13.9 2.32
0

10 Hﬁ of maintenance compared to
% al system 259 213 194 194 139 2.26
S

11 rity threat which can prevent data
ansactions or allow unauthorized access to
Q the accounts through network attacks or
hacking 227 291 245 164 7.3 2.44

Average Mean 2.40

Source: Field Survey 2022

KEY: VLE = Very Large Extent, LE = Large Extent, SE = Some Extent, ME =
Minor Extent, NAA = Not At All

***Pecision Rule of mean is 0 to 0.99 = Not At All; 1 to 1.99 = Minor Extent; 2 to

2.99 = Some Extent; 3 to 3.99 = Large Extent; 4 to 4.99= Very Large Extent
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Table 4.2.8 reports the distribution of the respondent and their respective mean with
regards to the constraints in using financial technology in their respective banks. It
can be seen that participants generally agree to some extent that there are constraints
to integrating technology into the provision financial services in Nigeria (Mean =
2.40). Eleven (11) constraints were considered where for each of the constraints,
majority of the respondents agree to a large extent that they affect the integrat%n\c.)f
technology. Meanwhile, the mean of the distribution shows that the respo \gree
to some extent that poor understanding/ acceptance and dist \Qé INTECH
innovation by customers (2.86), regulatory challenges%]‘;%, consumers
unwillingness to pay higher prices for better FINTECE%, ), lack of qualified
personnel (2.43), lack of adequate finance for FIN@) novation in the bank (2.19),
lack of adequate information on FINTEC .xj, difficulty in finding reliable
cooperation partners for FINTECH (Q;@Vation (2.11), inadequate access to
infrastructure such as electricity an@communicaﬁon (2.29), lack of privacy and
security hazards (2.32), high 5?& maintenance compared to traditional system (2.26)
and security threat wh'ch%s,d prevent data transactions or allow unauthorized access
to the accounts @gh network attacks or hacking (2.44) are constraints to full
integration Qg%ology to providing financial services among deposit money banks
in Nig@%Q

’@Qmeans that although the listed constraints limits the integration of technology
into financial services by deposit money banks in Nigeria to some extent, there are
other challenges which acts as constraints to the integration of technology to the

provision of financial services.
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To evaluate the performance of the selected deposit money banks in Nigeria,
questions regarding their financial performance was also asked. The distribution of

the respondents are reported below.

Table 4.2.9 Financial Performance: Frequency Distribution of Respondents

S/N Financial Performance Percentage of Respondents
VLE LE SE ME NAA Mean
1 Profitability grows consistently yearly. 63.6 264 7.3 1.8 0.9 3.50
2 Turnover grows consistently increase yearly. 46.4 41.8 7.3 36 09 3.29
3 Maintenance of a strong cash flow. 51.8 309 145 09 1.8 230
4 Increasing return on capital. 445 400 100 45 0. 3.23
5 Dividend is constantly being paid 473 309 145 55 % 3.16
Average Mean . C A 3.30

Source: Field Survey 2022 ‘%\\/

Table 4.2.4 presents the report of the distribution of respo@%w?th regards to the
financial performance of their respective banks. The r C\-.shows that for each of the
question, majority of the respondents agree to a s@ﬂr e extent and to a large extent
whereas only few do not agree at all. 63.60(@ respondents agree to a very large
extent and 26.4% agree to a large ex nﬁ&[

9

while for question on turnover Q\rs consistently increase yearly, 46.4% agree to a

profitability grows consistently yearly,

very large extent and 41. %:& to a large extent meanwhile just as in the case on

profitability, 0.9% doﬁéktagree at all.

Also, 51.8% a@q a very large extent and 30.9% agree to a large extent that their
respecti s maintain a strong cash flow while only 1.8% do not agree at all.
Me@ﬁe, 44.5% agree to a very large extent and 40% agree to a large extent that
thefr banks experience increasing return on capital while only 0.9% disagree. Lastly,
47.3% agree to a very large extent and 30.9% agree to a large extent that dividend is

constantly being paid by their banks while only 1.8% do not agree at all.
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4.2.3 Exploratory Factor Analysis (EFA)

In line with the third and fourth objectives of this study which seek to investigate the
effect of financial technology on the financial performance of deposit money banks in
Nigeria and to evaluate the effect of constraints to to integration of technology on the
financial performance of deposit money banks in Nigeria, the study employs
exploratory factor analysis (EFA) using the principal components analysis (%é.).
The EFA method is used to condense the information contained in a lar %}er of
variables into a number of information or factor loading. The stati purpose of
this technique is to determine the combination of variables 3@1‘1\ help summarize
the data and identify underlying relationships. It also cc@y analyse all variables
under investigation to identify underlying factors Q%;?s carried out using principal
component analysis which is a variable reduction, technique with the aim of reducing
a larger set of variables into a smalle@[&of 'artificial' variables, called 'principal
components', which account oi.)most of the variance in the original

variables.However, this m@‘is subject to some assumptions, as a result, the

following pre-test wa/&aré(f out on the whole questionnaire.

4.2.4 Correlat@

The co matrix result produced a huge correlation table, which was recorded
in tndix of this study. Factor analysis checks for relationships between the data,
&xpectaﬁon is that there should be at least some moderate-to-high correlations in
the data (for instance correlations above the value of =0.3). As seen in the result of
the correlation matrix for integration of financial technology, constraints to the
integration of technology and financial performance of deposit money banks in

Nigeria shows that there are several moderate correlations which suggest that the

analysis is appropriate. However, in order to avoid multicollinearity in factor analysis,
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any variable with a very high correlation of 1>0.9 should be removed. From the result
in this study, there are no variables with r>0.9 which indicate the absence of
multicollinearity. However, further test need to be carried out to test the strength of

the correlation.

4.2.5 Kaiser-Meyer-Olkin (KMO) and Bartlett’s Test

Table 4.2.10 The Kaiser-Meyer-Olkin (KMQ) and Bartlett’s Test «%‘
Variables KMO Test Bartlett's Tes€)

Approx. %\‘
Chi-Square P C\

ATMs 0.809 159.767\,0-000

Internet Banking 0.693 80. 0.000

POS 0.719 l.l\% 0.000

Mobile Banking 0.665 118.612 0.000

USSD 0.691 74.930 0.000

Constraints 0.860 1147.105 0.000

Financial Performance 0.835.(, 318.501 0.000

Source: Author’s Computation using SPSS 26, @f}y

The result of the Kaiser-Meyer-Olkin (KM ich measures samplingadequacy for
the overall data set and the Baﬂlett’@e presented in table 4.2.10 above. The
KMO test was conducted to test%s ngth of the partial correlation (how the factors
explain each other) betwee@ariables. The KMO values that is considered ideal
and acceptableranges&f&m. .5 to 1.0, while values less than 0.4 are unacceptable. The
questionnaire Q)@l tered comprise of 30 questions with regards to technology
integratio@ 6 questions each relating to ATMs, internet banking, POS, mobile
ban@g, nd USSD. There were also 11 questions for constraints to technology

inQration as well as 5 questions for financial performance.

The result of Kaiser-Meyer-Olkin measure of sampling adequacy was for all the
variables as presented in the table 4.2.10 shows that all the variables are within the
acceptable values of 0.5 and 1. This imply that there is a strong partial correlation
among the variables. In addition, the Bartlett’s test of Sphericity was used to test

whether the correlation matrix is the same as the identity matrix. The purpose of this
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is to make sure that the correlation matrix of the variables in the dataset diverges
significantly from the identity matrix, so that we know a data reduction technique is
suitable to use.A significant statistical test is expected to be below 0.05 to show that
correlation matrix is indeed not an identity matrix which means rejection of the null
hypothesis. The Bartlett's Test of Sphericity in this study is less than 0.01 for all
variables of interest. With the results meeting the assumptions of the pri cip?l

components analysis (PCA) test, this means that PCA test can therefore b ied out

with reliable result. ‘%\%

4.2.6 Extracted Factors and Percentage of Variance &

Table 4.2.10 Total Variance Explained: ATMs ,\C-\
Total Variance Explained{*\b'Y

Initial Eigenvalues E)?t{ ibn Sums of Squared Loadings
Component Total % of Variance Cumulative % @1 % of Variance Cumulative %
2.845 47.420 47.4 2.845 47.420 47.420

991 16.509 63:
727 12.115 &
570 9.495 &4
512 8.533 \1 072

356 5.928 C 00.000
Extraction Method: Principal Componeﬁ't\na'}'fsw

Source: Author’s Computati ng SPSS 26, (2022)

AN D W —

The total variance ejir and extracted factors for integration of ATMs was
reported in table he scree plot (reported in the appendix) and eigenvalues >1

was used & rmlne the underlying factor components. A single factor was

extrac ch explained a total of 47.42% of the variance in integration of ATMs.

@tor is labeled ATMs.
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Table 4.2.11 Total Variance Explained: Internet Banking

Total Variance Explained

Extraction Sums of Squared Rotation Sums of Squared
Initial Eigenvalues Loadings Loadings

% of % of % of  Cumulative
Component Total Variance Cumulative % Total Variance Cumulative % Total Variance %
1 2.185 36.417 36.417 2.185 36.417 36.417 1.954 32.560 32.560
2 1.084 18.071 54.487 1.084 18.071 54.487 1.316 21.927 54.487
3 .924 15.403 69.890
4 739 12.319 82.209
5 558 9.303 91.513
6 .509 8.487 100.000
Extraction Method: Principal Component Analysis. P E\
Source: Author’s Computation using SPSS 26, (2022) @‘

The result of the principal component analysis for the integration (‘)%@et banking

is presented in the table 4.2.11. Showing the extracted factc;r%kd the total variance
explained by each components. Using the scree plot @he eigenvalues >1 to

Qo

determine the underlying components, the analySis<showed that 2 factors were
extracted for the integration of internet bank@ich cumulatively explains 54.49%
of the variations in the data. Howevs@w factor with the highest load is more
relevant in defining the variable’s d@ion, therefore the first factor which explains

36.42% of the variations in % is selected and labeled internet banking.

Table 4.2.12 Total V. kiz&e) Explained: POS

29 ) Total Variance Explained
Qx Extraction Sums of Squared Rotation Sums of Squared
ﬁ 1 Eigenvalues Loadings Loadings

(%1\-) % of Cumulative % of % of  Cumulative
Componen 0 Variance % Total Variance Cumulative % Total Variance %
1 6.615 43.590 43.590 2.615 43.590 43.590 2.426 40.430 40.430
2 1.074 17.896 61.486 1.074 17.896 61.486 1.263 21.056 61.486
3 Q .824 13.732 75.218
Q 651 10855 86.073
5 476 7.930 94.003
6 .360 5.997 100.000

Extraction Method: Principal Component Analysis.

Source: Author’s Computation using SPSS 26, (2022)

The total variance explained and extracted factors for integration of POS was reported
in table 4.2.12. The scree plot (reported in the appendix) and eigenvalues >1 was used

to determine the underlying factor components. The analysis showed that 2 factors
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were extracted for the integration of POS which cumulatively explains 61.49% of the
variations in the data. However, the factor with the highest load is more relevant in
defining the variable’s dimension, therefore the first factor which explains 43.59% of

the variations in the data is selected and labeled POS.

Table 4.2.13 Total Variance Explained: Mobile Banking
Total Variance Explained
Extraction Sums of Squared

Initial Eigenvalues Loadings Rotation S@l%quuared Loadings
% of % of Cumulative Yo of Cumulative

Component Total Variance Cumulative % Total  Variance % ‘%g Variance %
1 2.372 39.541 39.541 2372 39.541 39.541 @ 30.797 30.797
2 1.132 18.868 58.409 1.132 18.868 58. \1.657 27.612 58.409
3 .944 15.732 74.141
4 672 11.194 85.335 & "
5 499 8.308 93.644 &
6 381 6.356 100.000 _
Extraction Method: Principal Component Analysis. AL

Source: Author’s Computation using SPSS 26, (@)y

The total variance explained and extracted f: r integration of mobile banking
was reported in table 4.2.13. The plot (reported in the appendix) and
eigenvalues >1 was used to determi@ underlying factor components. The analysis
showed that 2 factors were e@ed for the integration of mobile banking which
cumulatively explains SM of the variations in the data. However, the factor with
the highest load @re r.elevant in defining the variable’s dimension, therefore the

first factor y%géxplains 43.59% of the variations in the data is selected and labeled

mobﬂ@ng.

QQ

124



Table 4.2.14 Total Variance Explained: USSD

Total Variance Explained

Extraction Sums of Squared Rotation Sums of Squared
Initial Eigenvalues Loadings Loadings
% of Cumulative % of Cumulative % of Cumulative

Component Total Variance % Total Variance % Total  Variance %

1 2.685 44.753 44.753 2.685 44.753 44.753 2.159 35.984 35.984
2 1.145 19.088 63.841 1.145 19.088 63.841 1.671 27.857 63.841
3 916 15.268 79.109

4 526 8.774 87.882

5 443 7.391 95.274

6 284 4.726 100.000 \?\'

Extraction Method: Principal Component Analysis. O bl
Source: Author’s Computation using SPSS 26, (2022) ’
Table 4.2.14 presents the result of the principal component anaﬁl%}e integration

.\
of USSD. It shows the extracted factors and the total Va{ia%ge explained by each
components. Using the scree plot and the eigenvalue@ﬁetemine the underlying
components, the analysis showed that 2 factors qeextracted for the integration of
USSD which cumulatively explains 63.84%% e variations in the data. However,
the factor with the highest load is wc‘i\&evant in defining the variable’s dimension,
therefore the first factor Which%plains 44.75% of the variations in the data is
selected and labeled USS%
Table 4.2.15 Tota&rl nce Explained: Constraints
,\\ \y Total Variance Explained
\ v) Extraction Sums of Squared Rotation Sums of Squared
& nitial Eigenvalues Loadings Loadings
Y % of  Cumulative % of Cumulative % of  Cumulative

Compon% otal Variance % Total Variance % Total  Variance %

1 Q 6.456 58.689 58.689 6.456 58.689 58.689 4.308 39.159 39.159
Q 2.022 18.381 77.070 2.022 18.381 77.070 4.170 37.910 77.070
3 .814 7.401 84.470
4 527 4.789 89.259
5 299 2.715 91.975
6 245 2.231 94.206
7 191 1.737 95.943
8 147 1.337 97.280
9 121 1.101 98.381

10 .094 .852 99.234

11 .084 766 100.000

Extraction Method: Principal Component Analysis.

Source: Author’s Computation using SPSS 26, (2022)
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The result of the principal component analysis for the constraints to integration of
technology to providing financial services among deposit money banks in Nigeria is
presented in the table 4.2.1. Using the scree plot and the eigenvalues >1 to determine
the underlying components, the analysis showed that 2 factors were extracted for the
integration of internet banking which cumulatively explains 77.07% of the variations
in the data. However, the factor with the highest load is more relevant in deﬁn%gille
variable’s dimension, therefore the first factor which explains 58.@@ the

variations in the data is selected and labeled constraints. ‘%\6

Table 4.2.16 Total Variance Explained: Financial Perfor "
Total Variance Explaine i

Initial Eigenvalues ction Sums of Squared Loadings
Component Total % of Variance = Cumulative % % of Variance = Cumulative %
1 3.442 68.839 68.8 3.442 68.839 68.839
2 .627 12.534 8
3 461 9.229 SQZ
4 304 6.071 .674
5 .166 3.326 0.000

Extraction Method: Principal Component Analysis:

Source: Author’s Computation usi (mg 26, (2022)

The total variance explained @extracted factors for financial performance of
deposit money banks in ]Kg{)qg as reported in table 4.2.16. The scree plot (reported
in the appendix) a igenvalues >1 was used to determine the underlying factor
components. AQ)@ factor was extracted which explained a total of 68.84% of the

variance @&data. This factor is labeled Financial Performance (PERF).

4, @)Mhesis Testing

Having determined the factors/variables for this study, the hypothesis can therefore be
tested. The hypotheses in this study presumed that financial technology has no
significant effect of financial performance of deposit money banks in Nigeria and
constraints to technology integration has no significant effect on financial
performance of deposit money banks in Nigeria. To test this, a multiple regression

was conducted to establish the significant level of the impact financial technology and
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constraints to integration of technology on financial performance of deposit money

banks in Nigeria.

4.3.1 Hypothesis One: Investigation of the Effect of Financial Technology on the

Financial Performance of Deposit Money Banks in Nigeria

Ho1: Financial technology has no significant effect on financial performance of banks
in Nigeria. \?\‘
The hypothesis seek to test if there is a significant relationship bet inancial

technology and financial performance of deposit money banks in Nﬁ.

&

Table 4.3.1 Result of the Investigation of the Effec X ancial Technology
Tools on the Financial Performance of Deposit Mon s in Nigeria.

Unstandardized Standardized &i)\
Coefficients  Coefficients q Collinearity Statistics

Model B Std. Error Beta Sig. R RSquare Tolerance VIF
1 (Constant) 0.006 0.089 Q\,O 064 0949 0.487 0.237

Automated Teller

Machine (ATMs) 0.349  0.092 ‘,%3 3.778 0.000 1.000 1.000

Internet Banking 0.360 0.092()\ 358 3.909 0.000 1.000 1.000

Point of Sales (POS) () 68 0266  2.813 0.006 1000 1.000

Mobile Banking 0.171 0.170  1.770 0.080 1000 1.000

Unstructured

Supplementary

Service Data (USSD) 4 0.20 0.096 0.206 2.147 0.034 1.000 1.000

Source: Author’s @utatlon using SPSS 26, (2022)

The result (({Q)multlple regression, estimating the effect of financial technology
tools o cial performance of deposit money banks in Nigeria was reported in the
3.1. The result shows that there is a positive and moderate association between
the five financial technology tools (ATMs, Internet Banking, POS, Mobile Bankiing
and USSD) and financial performance of deposit money banks in Nigeria (r = 0.49, p

<0.01). These financial technology tools also collectively explains 23.7% of the

variation in the financial performance of deposit money banks in Nigeria.
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The coefficient results reported in table 4.3.1 shows that each of the financial
technology tools (ATMs, Internet Banking, POS, Mobile Bankiing and USSD) have a
positive and significant effect on financial performance of deposit money bank in
Nigeria. Although, ATMs (B= 0.349), internet banking (B= 0.360) and POS (B=
0.268) are significant at 1% level of significance, while mobile banking (B= 0.171)

and USSD (B= 0.207) are significant at 10% and 5% level of significance

respectively. Q%'\

The implication of this is that the financial performance of deposi y banks in
Nigeria will improve by 34.9% as a result of improvement in“mtegration of ATMs,
36% as a result of improvement in integration of inte %king, 26.8% as a result
of improvement in integration of POS, 17.1% % result of improvement in
integration of mobile banking and 20.7% as @l of improvement in integration of

USSD. @

The table further reported the t%for multicollinearity using the variance inflation
factor (VIF) which is less tl@?}?VIF = 1) for each of the financial technology tools.

This means there is aﬁ%sence of multicollinearity in the model.

Table 4.3.2 Result-of the Investigation of the Effect of Financial Technology on
the FinanciﬁPerformance of Deposit Money Banks in Nigeria.

Q k4 Unstandardized Standardized
% Coefficients  Coefficients Collinearity Statistics
Model B Std. Error Beta t Sig. R RSquare Tolerance VIF
Q‘(e’onstant) 0.002  0.097 0.025 0.980 0.224 0.050
Financial
Technology 0.224  0.096 0.224 2.320 .022 1.000 1.000

Source: Author’s Computation using SPSS 26, (2022)

The regression result estimating the impact of overall financial technology on the
financial performance of deposit money banks in Nigeria is presented in table 4.3.2.
The result indicated that there exist a positive but weak correlation between financial

technology and financial performance of deposit money banks (r=0.224, p<0.05). It
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was also discovered that financial technology account for 5% of the variation in the
financial performance of deposit money banks in Nigeria. This implies that there
several other factors that account for the financial performance of deposit money

banks in Nigeria.

The coefficient results reported in table 4.3.2 shows that there is a positive and
significant impact of financial technology on the financial performance of deposit
money banks in Nigeria (B= 0.224, t=2.320, p < 0.05). The implication e@‘is that
an improvement in the financial technology integration in providing@p 1al services
by deposit money banks will improve financial performan@‘ 22.4%. The table
further reported the test for multicollinearity using the \é inflation factor (VIF)

which is less than 3 (VIF = 1). This means there @sence of multicollinearity in

the model. @

Consequently, at a level of signiﬁcan@mz which is lower than 0.05, the study
rejected the null hypothesis @&hat state that financial technology has no

significant effect on ﬁnan@ ormance of banks in Nigeria.

4.3.2 Hypothesis @Assessment of the Effect of Constraints to Technology

Integration or@ncial Performance of Deposit Money Banks in Nigeria

Ho2: @ints to technology integration has no significant effect on financial

@\ance of deposit money banks in Nigeria.

This hypothesis seeks to test if there is a significant effect on financial performance of

deposit money banks in Nigeria.
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Table 4.3.3 Result of the Assessment of the Effect of Constraints to Technology
Integration on Financial Performance of Deposit Money Banks in Nigeria.

Unstandardized Standardized

Coefficients Coefficients Collinearity Statistics
Model B Std. Error Beta t Sig. R RSquare Tolerance VIF
1 (Constant) -0.005 0.098 -0.055 0.956 0.216  0.047
Constraints -0.016 0.098 -0.016 -0.164 0.870 1.000 1.000

Source: Author’s Computation using SPSS 26, (2022)

Tables 4.3.3 presents the linear regression result of the estimation of the impact of
constraints to technology integration on financial performance of deposit@gey
banks in Nigeria. From the result it was discovered that there is a positi weak
correlation between technology constraints and financial perfor@e of deposit
money banks in Nigeria (r= 0.216, p>0.05). The result @% vealed that these
constraints to technology are responsible for 4.7% of @riations in the financial

performance of deposit money banks in Nigeria. \Q

The table also reported the coefﬁcier& t which indicates a negative and
insignificant impact of constrain@&technology integration on the financial
performance of deposit money in Nigeria (B =-0.016, t = -0.164, p > 0.05). It
was further discovered fr@ result the variance inflation factor (VIF) which tested
for the presence of, icollinearity was found to be is less than 3 (VIF = 1) which

imply the abse@multicollinearity in the model.

As are Qf this findings, the study cannot rejected the null hypothesis which that
S at constraints to technology integration has no significant effect on financial

performance of deposit money banks in Nigeria.
4.4. Discussion of Findings

This study investigated the impact of technology integration on financial performance
of deposit money banks in Nigeria with the aim of determining the extent to which

technology has been integrated into the provision of financial services, identifying the
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constraints to technology integration, evaluating the effect of financial technology and
constraints to financial technology integration on financial performance of deposit

money banks in Nigeria.

The first objective was to examine the extent to which deposit money banks have
integrated technology into financial services in Nigeria. The result of the analysis
showed that deposit money banks in Nigeria provides deposit services, credit sei%’@s,
remittances and payments, export, imports and foreign exchange sewices{&%ﬂment
banking and wealth management services as well as ancillary serv% was further
found that deposit money banks in Nigeria have integrated te logy into providing
financial services in Nigeria, however, the technology a@ly used to offer deposit
services, credit services and remittances and services. Although, these
technological tools are also being use V1de export, imports and foreign
exchange services, investment bankmg@wealth management services as well as

ancillary services but only to son@geﬁ

The second objective wa&) alyze the constraints of integrating technology into
financial services a deposit money banks in Nigeria. The result of the analysis
showed that Q)Qlarge extent, poor understanding/acceptance and distrust of
FINTECI@(S»Vation by customers, regulatory challenges, consumers unwillingness
to ;Qﬁer prices for better FINTECH, lack of qualified personnel, lack of adequate
finance for FINTECH innovation in the bank, lack of adequate information on
FINTECH, difficulty in finding reliable cooperation partners for FINTECH
innovation, inadequate access to infrastructure such as electricity and
telecommunication, lack of privacy and security hazards, high cost of maintenance
compared to traditional system and security threat which can prevent data transactions

or allow unauthorized access to the accounts through network attacks or hacking are
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constraints to integration of technology into the provision of financial services among

deposit money banks in Nigeria.

This is consistent with the findings of other scholars who also identified similar
constraints to technology integration among deposit money banks. Some of these
studies identified security and fraud issues, low literacy level of most customers, low
patronage of e-banking services and inadequate power supply*>. Others also iden&'&cd
low patronage of e-services, inadequate power supply, lack of re% ICT
capabilities, over-dependence on foreign software, online Securit raud risks,
high Cost of ICT hardware and software, monopoly of e-ba}'@&lfy stronger banks,
low literacy level of most customers, cultural and religi beliefs of customers,

reluctance of bank employees to adapt to ICT a@"as high Tariffs by Nigerian

telecom operators®. @

This also support the findings of ana@searcher who also identified the factors
affecting the adoption of inf@t anking services in Nigeria. This include
security/privacy and deart %hlmunication infrastructures, perception and culture.
Although, it was alse%u-nd that in order to counter these challenges, the banking
sector need to Q)@lfy promotional efforts through the print and electronic media
which wi %ctly appeal to the bank and non-bank customers to become internet
ban@s s will encourage usage. These findings provide a platform for bank
n@wxgers to plan and execute viable programs with a view to expansion of their

customer base through aggressive marketing’.

The third objective was to investigate the effect of financial technology on the
financial performance of deposit money banks in Nigeria. The result of the multiple
regression, estimating the effect of financial technology tools on financial

performance of deposit money banks in Nigeria. showed that there is a positive and
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moderate association between the five financial technology tools (ATMs, Internet
Banking, POS, Mobile Bankiing and USSD) and financial performance of deposit
money banks in Nigeria (r = 0.49, p <0.01). These financial technology tools also
collectively explains 23.7% of the variation in the financial performance of deposit
money banks in Nigeria. The coefficient results indicated that each of the financial
technology tools (ATMs, Internet Banking, POS, Mobile Bankiing and USSD) ‘%e.a

positive and significant effect on financial performance of deposit mo@l

Nigeria. Although, ATMs (B= 0.349), internet banking (B= 0.3‘@;} POS (B=

in

0.268) are significant at 1% level of significance, while mobﬂ&a@king (B=0.171)
and USSD (B= 0.207) are significant at 10% and @y evel of significance
respectively. The test for multicollinearity using th &&:’e inflation factor (VIF) is
found to be less than 3 (VIF = 1) for each \ﬁnancial technology tools. This

means there is an absence of multicollir}@ in the model.

The implication of this is that t tga))cial performance of deposit money banks in
Nigeria will improve by 3@! a result of improvement in integration of ATMs,
36% as a result of i OMent in integration of internet banking, 26.8% as a result
of 1mprovemeég®ntegratlon of POS, 17.1% as a result of improvement in

integratio 0 ile banking and 20.7% as a result of improvement in integration of

USSD%

T study further tested the effect of financial technology on financial performance of
deposit money banks in Nigeria. It was found that there exist a positive but weak
correlation between financial technology and financial performance of deposit money
banks (r=0.224, p<0.05). It was also discovered that financial technology account for
5% of the variation in the financial performance of deposit money banks in Nigeria.

This implies that there several other factors that account for the financial performance
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of deposit money banks in Nigeria. The coefficient results also showed that there is a
positive and significant impact of financial technology on the financial performance
of deposit money banks in Nigeria (B= 0.224, t= 2.320, p < 0.05). The implication of
this is that an improvement in the financial technology integration in providing
financial services by deposit money banks will improve financial performance by
22.4%. The table further reported the test for multicollinearity using the variance
inflation factor (VIF) which is less than 3 (VIF = 1). This means there is,dn/absence

of multicollinearity in the model.

The implication of this is that an improvement in integration of téchhology to provide
financial services, financial performance of deposit meneyybanks will improve by
22.4%. Banks should therefore focus more on integeating technology and encouraging

the use of the adopted technology by customers\as, this will boost their performance.

This findings is in line with the result«fgther scholars who have investigated similar
objectives. Similar result was fogid by other scholars which support that ATM has a
positive and significant asSe¢iation with Earning EPS and ROA; POS and NEFT
significantly affect R@A, -while WEB has an insignificant impact on both EPS and
ROA. This imptynthat electronic banking significantly affects financial performance

of depositmohey banks in Nigeria. &,

Others\also found that the adoption of various forms of ICT has greatly influenced the
content and quality of banking operations and performance®. Studies also revealed
that technology innovation has influenced Nigerian banking industry performance.
ICT has specifically increased banks Return on Equity. Such findings support the
result of this study that interbank transfers, use of POS, ATM, mobile payment, and
web payment have significant effect on the performance of deposit money banks in

Nigeria. ',
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The fourth objective assess the effect of constraints to technology integration on
financial performance of deposit money banks in Nigeria. From the result of the
analysis, it was discovered that there is a positive but weak correlation between
technology constraints and financial performance of deposit money banks in Nigeria
(r= 0.216, p>0.05). The result also revealed that these constraints to technology are
responsible for 4.7% of the variations in the financial performance of deposit oney
banks in Nigeria. The coefficient result indicates a negative and insignifi impact
of constraints to technology integration on the financial perfor é@of deposit
money banks in Nigeria (B =-0.016, t = -0.164, p > 0.05). It»&ﬂg her discovered
from the result the variance inflation factor (VIF) whichS for the presence of

multicollinearity was found to be is less than 3 (VI S\Q)\’thich imply the absence of

multicollinearity in the model. §\

This is consistent with the findings o@r scholars who’s discoveries from their
study indicated that improveme g.ﬁnancial technology efficiency is the key to
reducing costs, de-leveragio%%’increasing efficiency in the industrial sector. It was
found that it can alsc&“kﬁ%ely alleviate the credit constraints facing the industrial

sector and pron@%high-quality development!!

Other sc@ identified some of the factors affecting the adoption of internet
ban@g ervices in Nigeria such as security/privacy and dearth of communication
in@structures, perception and culture which plays a serious role in financial
technology in Nigeria'?. Bank technology integration has also been found to reduce
the sensitivity of capital expenditures to the level of internal funds. Integration

decreases financing constraints for bank-dependent firms'3.
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Chapter Five
Conclusion

This chapter presents a summary of findings, conclusion and recommendations based

on the based on the result of the analysis carried out. It also discusses the c@n

5.1 Summary of Findings (6"\%

As a result of the importance of the banking sector in a@ my, there is a constant

to knowledge made and suggested arrears for further study.

need to improve their service quality and to follm@%{lovaﬁve trends in the world.
The advent of technology has reshaped the ancial services are provided in the
banking sector. Hence, financial tec@l is rapidly increasing and has become
widespread in both developed ge‘ereloping economies. This has caused several
studies to investigate the i%h:e of financial technology on the performance of
banks in different COL%M Nigeria however, there is still a dearth of scientific and

empirical resea %echnology integration and bank performance.
A

The aim @1 study is to examine the effect of Technology Integration on Financial
per@%e of Deposit Money Banks in Nigeria. Specifically, this study set out to
e&ﬁne the extent to which deposit money banks have integrated technology into
financial services in Nigeria, analyse the constraints of integrating technology into
financial services among deposit money banks in Nigeria and investigate the effect of
financial technology and constraints to technology integration on the financial

performance of deposit money banks in Nigeria.
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In order to achieve these objectives, this study collected data using questionnaire
administered to 150 participants from 11 selected deposit money banks in Nigeria
were considered, out of which 112 responses was retrieved. The data was collected
for financial services, financial technology tools, constraints to technology integration
and financial performance of deposit money banks in Nigeria. The collected data was

N

The descriptive statistics showed that 52.5% of the respondents were ft %’while

subjected to analysis using SPSS version 26.

the male respondents were 47.5 %. Also, 68.9% are married, 29.2@ ingle while
those that are divorced and separated are represented by 0 ¢ach. It was also
observed that 71.3% of the participants are HND/B.Sc 1%%;}16.7% are M.Ed/M.Sc
(16.7%), 8.3% are NCE/OND and 3.7% are Ph %e}rs. In terms of age, the age
range with the highest participation are thos@wen 26 to 35 with 51.4% followed
by those that falls within the range of ZGQ) 5 with 27.1%. Those that are within the
range of 18 to 25 are 15% while eQeAst are those above 46 years of age (6.5%). In
addition, it was also discov%?ﬁ’&t majority of the respondent are still relatively new
at their respective bag&m_%ﬁrticipants with 1 to 3 years work experience account for
31.8%, followe .7% of those with 4 to 6 years work experience in the banking
industry. @ﬁ that have more than 10 years work experience were 19.1% followed

by tho%ith 7 to 10 years (15.5%), while the least represented were those with less

f@@year (10.9%).

This study employed descriptive statistics, exploratory factor analysis as well as
ordinary least square. However, preliminary checks were carried out to confirm the
appropriateness of these methods employed, this include correlation matrix which
shows the degree of association among the variables. It was confirmed that there are

several moderate correlations among the variables which suggest that the analysis is
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appropriate. The Kaiser-Meyer-Olkin (KMO) and Bartlett’s test were also carried out.
The result of Kaiser-Meyer-Olkin measure of sampling adequacy for each of the
variables are all above the commonly recommended value of 0.5 for all variables. The
implication of this is that there exists a strong partial correlation among the variables.
Also, the Bartlett’s test of Sphericity in this study is less than 0.01 for all variables of
interest. With the results meeting the assumptions of the principal compg}s

analysis (PCA) test, this means that PCA test can therefore be carried out. Q%'\

From the result of the PCA, both the scree plot and eigenvalue;@as used to
determine the underlying components and the factor compon(@ths with the highest
load which is more relevant in defining the variable’s di \on was considered and
were used to represent each variable. Regressio %&ere then carried out to test
whether financial technology and const@o technology integration have

significant effect on financial performa@deposit money banks in Nigeria.

The first objective was to exan@gﬁ)e extent to which deposit money banks have
integrated technology int @?{ial services in Nigeria. The result of the analysis
showed that deposit méwey banks in Nigeria provides deposit services, credit services,
remittances an@wn‘[s, export, imports and foreign exchange services, investment
banking @ﬁalth management services as well as ancillary services. It was further
foupdithat deposit money banks in Nigeria have integrated technology into providing
f&cial services in Nigeria, however, the technology are mostly used to offer deposit
services, credit services and remittances and payment services. Although, these
technological tools are also being used to provide export, imports and foreign
exchange services, investment banking and wealth management services as well as

ancillary services but only to some extent.
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The second objective was to analyze the constraints of integrating technology into
financial services among deposit money banks in Nigeria. The result of the analysis
showed that to a large extent, poor understanding/acceptance and distrust of
FINTECH innovation by customers, regulatory challenges, consumers unwillingness
to pay higher prices for better FINTECH, lack of qualified personnel, lack of adequate
finance for FINTECH innovation in the bank, lack of adequate information on
FINTECH, difficulty in finding reliable cooperation partners for ~RINPECH
innovation, inadequate access to infrastructure such as @lgetricity and
telecommunication, lack of privacy and security hazards, high \cost 'of maintenance
compared to traditional system and security threat which can prevent data transactions
or allow unauthorized access to the accounts through“eswork attacks or hacking are
constraints to integration of technology into th€prevision of financial services among

deposit money banks in Nigeria.

The third objective was to investigate the effect of financial technology on the
financial performance of deposit money banks in Nigeria. The result of the multiple
regression, estimating, the” effect of financial technology tools on financial
performance of depasit money banks in Nigeria. showed that there is a positive and
moderate assqciation between the five financial technology tools (ATMs, Internet
Banking;“POS, Mobile Bankiing and USSD) and financial performance of deposit
money banks in Nigeria (r = 0.49, p <0.01). These financial technology tools also
collectively explain 23.7% of the variation in the financial performance of deposit
money banks in Nigeria. The coefficient results indicated that each of the financial
technology tools (ATMs, Internet Banking, POS, Mobile Bankiing and USSD) have a
positive and significant effect on financial performance of deposit money bank in

Nigeria. Although, ATMs (B= 0.349), internet banking (B= 0.360) and POS (B=
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0.268) are significant at 1% level of significance, while mobile banking (B= 0.171)
and USSD (B= 0.207) are significant at 10% and 5% level of significance
respectively. The test for multicollinearity using the variance inflation factor (VIF) is
found to be less than 3 (VIF = 1) for each of the financial technology tools. This
means there is an absence of multicollinearity in the model. The study further tested
the effect of financial technology on financial performance of deposit money banks i.n
Nigeria. It was found that there exist a positive but weak  correlati een
financial technology and financial performance of deposit money ‘begé (r=0.224,
p<0.05). It was also discovered that financial technology unt for 5% of the
variation in the financial performance of deposit mon@b ks in Nigeria. This
implies that there several other factors that accou@ e financial performance of
deposit money banks in Nigeria. The coeffici ults also showed that there is a
positive and significant impact of fina technology on the financial performance
of deposit money banks in Nigeria @224, t=2.320, p < 0.05). The implication of
this is that an improveme ‘@e financial technology integration in providing
financial services by GN money banks will improve financial performance by

22.4%. The tabl@her reported the test for multicollinearity using the variance

inflation fa&%ﬁ) which is less than 3 (VIF = 1). This means there is an absence

of mu&@earity in the model.

’@Qourth objective assesses the effect of constraints to technology integration on
financial performance of deposit money banks in Nigeria. From the result of the
analysis, it was discovered that there is a positive but weak correlation between
technology constraints and financial performance of deposit money banks in Nigeria
(r= 0.216, p>0.05). The result also revealed that these constraints to technology are

responsible for 4.7% of the variations in the financial performance of deposit money
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banks in Nigeria. The coefficient result indicates a negative and insignificant impact
of constraints to technology integration on the financial performance of deposit
money banks in Nigeria (B =-0.016, t = -0.164, p > 0.05). It was further discovered
from the result the variance inflation factor (VIF) which tested for the presence of

multicollinearity was found to be is less than 3 (VIF = 1) which imply the absence of

\ad

In summary, technology has been integrated to a large extent among de@ﬁoney

banks in Nigeria and further integration will improve the ﬁnanc@?ormance of

multicollinearity in the model.

deposit money banks. In the same way, overcoming the ¢ mts to technology

integration also has the potential to improve the ﬁn@erformance of deposit

money banks in Nigeria.

5.2 Conclusion @

This study was conducted to examc‘i\%e impact of technology integration on the
financial performance of depo 1@1@ banks Using descriptive statistics, correlation,
exploratory factor analy&i@d regression models, the impacts were analyzed and
established. Positiv%% significant impact of financial technology and technology

tools on ﬁnanc@formance was established.

In line%gbhe findings of this study, it was concluded that although deposit money
@n Nigeria offers deposit services, credit services, remittances and payments,
export, imports and foreign exchange services, investment banking and wealth
management services and ancillary services, technology has been integrated to a large
extent into providing deposit services, credit services and remittances and payments

services compared to export, imports and foreign exchange services, investment
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banking and wealth management services as well as ancillary services where

technology have only been integrated to some extent.

Financial technology tools and financial technology as a whole are significant
predictors of financial performance of deposit money banks in Nigeria. Also, to a
large extent. poor understanding/acceptance and distrust of FINTECH innovation by
customers, regulatory challenges, consumers unwillingness to pay higher pric:?»for
better FINTECH, lack of qualified personnel, lack of adequate finance ft ECH
innovation in the bank, lack of adequate information on FINT@ ifficulty in
finding reliable cooperation partners for FINTECH innovati(@adequate access to
infrastructure such as electricity and telecommunicatio f privacy and security
hazards, high cost of maintenance compared to tr '%1%1 system and security threat
which can prevent data transactions or all@uthorized access to the accounts
through network attacks or hacking ar@straints to integration of technology into
N
the provision of financial servic &o‘ng deposit money banks in Nigeria, although

these constraints collective ound to have a negate and insignificant impact on

financial performancg{%gsit money banks in Nigeria.

X

5.3 Recomme S
On th@ the findings of this study, the following were recommended:

IQ%E banks should embark on aggressive campaign and re-orientation of clients to
create awareness for the customers to patronize the facilities especially in the area
of use of ATMs, USSD, Internet banking, POS, mobile banking and others
because increasing acceptance and use of these financial technology tools will
consolidate the gains from investing in them and improve the financial

performance.
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ii.

iii.

1v.

Vi.

The monetary authority and banks should encourage consistent use of ATM, POS,
Internet banking, Mobile banking and USSD as these will improve and sustain

the financial performance of deposit money banks.

Banks should ensure constant availability of funds in their automated teller
machines, they should also ensure rapid response to customer queries arising

from ATM failures in terms of dispensing cash. \?».

Bank agents should be giving advanced financial training to equip re and
banks should ensure strong network connectivity to improv@@ transactions

‘{ *
success rate. <\&

Banks should ensure cyber security as related to 4 &ze% and mobile transactions

and improve safety measures to protect cu @details during and after online

transactions. &

In addition, deposit money banl@buld also on regular basis monitor global best
practices as with regards l?&nology innovation in the financial sector so that

they can train their wﬁskg s and agents accordingly.

5.4 Contributio-@‘nowledge

The aim @g study is to examine the effect of Technology Integration on Financial

per

@e of Deposit Money Banks in Nigeria. Specifically, this study set out to

@\ine the extent to which deposit money banks have integrated technology into

financial services in Nigeria, analyse the constraints of integrating technology into

financial services among deposit money banks in Nigeria and investigate the effect of

financial technology and constraints to technology integration on the financial

performance of deposit money banks in Nigeria.
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The findings of this study contributes to the body of knowledge by establishing the
financial services provided by deposit money banks in Nigeria and the extent to which
they use technology to provide each of the services. Also, specific constraints to
integration of technology by deposit money banks were identified. In addition, the
financial performance of deposit money banks can be improved by further integration

of technology to providing financial services in Nigeria.

5.5 Suggested Areas for Further Research ‘%

.\
This study has examined the technology integration fr&text of the banking

sector and its implication on the achievement of th% ry objective of banks in
Nigeria using primary data. However, fuﬂhe@ould employ secondary data in
measuring the financial performance of d@l oney banks and how it is affected by
financial technology integration. F@&tudies could also explore the adoption of
technology from the view f@]k customers with respect to with respect to

implications of technolog@@ation on customer’s satisfaction.
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Appendices
Appendix I: Demographic Statistics

1.1 Gender
Gender
Frequency Percent Valid Percent Cumulative Percent
Valid Male 47 42.0 475 47.5
Female 52 46.4 52.5 100.0
Total 99 88.4 100.0
Missing System 13 11.6
Total 112 100.0
1.2 Age (\@
Age
Frequency Percent Valid Percent Cumulative Percent
Valid 18-25 16 14.3 15.0 15.0
26-35 55 49.1 514 66.4
36-45 29 25.9 271 93.5
46 and Above 7 6.3 6.5 100.0
Total 107 95.5 - 100.0
Missing System S5 45
Total 112 100.0
N\
1.3 Marital Status , (&
Marital Status
Frequency Percent Valid Percent  Cumulative Percent
Valid Single 31 27.7 29.2 29.2
Married - 73 65.2 68.9 98.1
Divorced 1 9 9 99.1
Separated 1 9 9 100.0
Total - 106 94.6 100.0
Missing System . 6 54
Total 112 100.0
\{ v
1.4 Education ("
Education
Frequency Percent Valid Percent  Cumulative Percent
Valid NCE/OND 9 8.0 8.3 8.3
HND/B.Sc 77 68.8 71.3 79.6
M.Ed/M.Sc 18 16.1 16.7 96.3
PhD 4 3.6 3.7 100.0
Total 108 96.4 100.0
Missing System 4 3.6
Total 112 100.0
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1.5 Years of experience in the banking industry
Years of experience in the banking industry

Frequency Percent Valid Percent  Cumulative Percent
Valid Less than 1 12 10.7 10.9 10.9
1-3 35 31.3 31.8 42.7
4-6 25 223 22.7 65.5
7-10 17 15.2 15.5 80.9
Above 10 21 18.8 19.1 100.0
Total 110 98.2 100.0
Missing System 2 1.8
Total 112 100.0
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Appendix II: Frequency Distribution of Respondents (Technology Integration)

2.1 Deposit Facilities

Deposit Facilities

Frequency Percent Valid Percent Cumulative Percent
Valid Minor Extent 2 1.8 1.8 1.8
Some Extent 3 2.7 2.7 4.5
Large Extent 26 23.2 23.2 27.7
Very Large Extent 81 72.3 72.3 100.0
Total 112 100.0 100.0
2.2 Deposit Facilities R
Credit Facilities
Frequency Percent Valid Percent Cumulative Percent
Valid Minor Extent 6 54 54 5.4
Some Extent 12 10.7 10.7 16.1
Large Extent 53 47.3 47.3 63.4
Very Large Extent 41 36.6 36.6 100.0
Total 112 100.0 100.0

2.3Remittances and Payments

P

Remittances and Payments

Frequency Percent Valid Percent Cumulative Percent
Valid  Not At All 2 1.8 1.8 1.8
Minor Extent 7 6.3 6.3 8.0
Some Extent 9 8.0 8.0 16.1
Large Extent 28 25.0 25.0 41.1
Very Large Extent 66 58.9 58.9 100.0
Total 112 100.0 100.0
\%
2.4 Export, Import and Fore& change Facilities
Export, Import and Foreign Exchange Facilities
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 4 3.6 3.6 3.6
Minor Extent 8 7.1 7.2 10.8
Some Extent 14 12.5 12.6 23.4
Large Extent 46 41.1 41.4 64.9
Very Large Extent 39 34.8 35.1 100.0
Total 111 99.1 100.0
Missing System 1 9
Total 112 100.0
2.5 Investment Banking and Wealth Management
Investment Banking and Wealth Management
Cumulative
Frequency Percent Valid Percent Percent
Valid  Minor Extent 6 5.4 54 5.4
Some Extent 10 8.9 8.9 14.3
Large Extent 60 53.6 53.6 67.9
Very Large Extent 36 32.1 32.1 100.0
Total 112 100.0 100.0
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2.6 Ancillary Services

Ancillary Services

Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 1 .9 9 9
Minor Extent 10 8.9 9.0 9.9
Some Extent 36 32.1 32.4 423
Large Extent 32 28.6 28.8 71.2
Very Large Extent 32 28.6 28.8 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0 4
N
2.7 Deposit ATM o §
Deposit ATM
Cumulative
Frequency Percent Valid Percent Percent
Valid  Not At All 2 1.8 1.8 1.8
Minor Extent 3 2.7 2.7 4.5
Some Extent 6 5.4 54 9.8
Large Extent 17 15.2 15.2 25.0
Very Large Extent 84 75.0 75.0 100.0
Total 112 100.0 100.0
\ =
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2.8 Deposit_Internet Banking

Deposit_Internet Banking

Frequency Percent Valid Percent Cumulative Percent
Valid Not At All 2 1.8 1.8 1.8
Minor Extent 4 3.6 3.6 5.4
Some Extent 4 3.6 3.6 8.9
Large Extent 23 20.5 20.5 29.5
Very Large Extent 79 70.5 70.5 100.0
Total 112 100.0 100.0

2.9 Deposit_POS

Deposit POS

Frequency Percent Valid Percent Cumulative Percent
Valid Minor Extent 1 9 9 9
Some Extent 14 12.5 125 13.4
Large Extent 22 19.6 19.6 33.0
Very Large Extent 75 67.0 67.0 100.0
Total 112 100.0 100.0
\
2.10 Deposit_Mobile Banking ACA\\\
Deposit_Mobile Banking
Frequency Percent Valid Percent Cumulative Percent
Valid  Not At All 1 9 9 9
Minor Extent 4 36 3.6 4.5
Some Extent 9 - 8.0 8.0 12.5
Large Extent 18 16.1 16.1 28.6
Very Large Extent - 80 71.4 71.4 100.0
Total 112 100.0 100.0
~
2.11 Deposit_USSD \Q
Deposit_ USSD
Frequency Percent Valid Percent Cumulative Percent
Valid  Not At All B 3 2.7 2.7 2.7
Minor Extent 7 6.3 6.3 8.9
Some Extent 9 8.0 8.0 17.0
Large Extent 13 11.6 11.6 28.6
Very Large Extent 80 71.4 71.4 100.0
Total 112 100.0 100.0
N4
2.1%Credit ATM
Credit ATM
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 5 4.5 4.5 4.5
Minor Extent 1 9 9 5.4
Some Extent 10 8.9 9.0 14.4
Large Extent 19 17.0 17.1 31.5
Very Large Extent 76 67.9 68.5 100.0
Total 111 99.1 100.0
Missing System 1 9
Total 112 100.0
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2.13 Credit_Internet Banking

Credit_Internet Banking

Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 3 2.7 2.7 2.7
Minor Extent 1 9 9 3.6
Some Extent 10 8.9 9.0 12.6
Large Extent 28 25.0 25.2 37.8
Very Large Extent 69 61.6 62.2 100.0
Total 111 99.1 100.0
Missing System 1 9
Total 112 100.0
2.14 Credit_POS /\\?»
Credit_POS v
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 7 6.3 6.3 6.3
Minor Extent 1 9 9 7.2
Some Extent 16 14.3 14.4 21.6
Large Extent 30 26.8 27.0 48.6
Very Large Extent 57 50.9 514 100.0
Total 111 99.1 ~100.0
Missing  System 1 9
Total 112 100.0
A
2.15 Credit_Mobile Banking ) \®
Credit_Mobile Banking
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 2 1.8 1.8 1.8
Minor Extent - 3 2.7 2.7 4.5
Some Extent 9 8.0 8.1 12.6
Large Extent B 29 25.9 26.1 38.7
Very Large Extent 68 60.7 61.3 100.0
Total - 111 99.1 100.0
Missing  System 1 9
Total 112 100.0
—d
2.16 Credit_USSD
- Credit USSD
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 2 1.8 1.8 1.8
Minor Extent 4 3.6 3.6 5.4
Some Extent 9 8.0 8.1 13.5
Large Extent 28 25.0 25.2 38.7
Very Large Extent 68 60.7 61.3 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0
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2.17 Remittances ATM

Remittances ATM

Cumulative
Frequency Percent Valid Percent Percent

Valid Not At All 1 9 9 9
Minor Extent 10 8.9 9.1 10.0
Some Extent 10 8.9 9.1 19.1
Large Extent 27 24.1 24.5 43.6
Very Large Extent 62 55.4 56.4 100.0
Total 110 98.2 100.0

Missing  System 2 1.8

Total 112 100.0

2.18 Remittances_Internet Banking

Remittances_Internet Banking

A \od

v

Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 1 9 9 9
Minor Extent 10 8.9 9.0 9.9
Some Extent 8 7.1 7.2 17.1
Large Extent 33 29.5 29.7 46.8
Very Large Extent 59 52.7 53.2 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0
A
2.19 Remittances POS ) \®
Remittances POS
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 1 9 9 9
Minor Extent 10 8.9 9.1 10.0
Some Extent 16 14.3 14.5 24.5
Large Extent 32 28.6 29.1 53.6
Very Large Extent 51 45.5 46.4 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total 112 100.0
R
2.20 Remittgﬁ&s_ obile Banking
- Remittances Mobile Banking
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 3 2.7 2.7 2.7
Minor Extent 7 6.3 6.3 9.0
Some Extent 11 9.8 9.9 18.9
Large Extent 33 29.5 29.7 48.6
Very Large Extent 57 50.9 51.4 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0
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2.21 Remittances_USSD

Remittances USSD

Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 4 3.6 3.6 3.6
Minor Extent 8 7.1 7.3 10.9
Some Extent 16 14.3 14.5 25.5
Large Extent 26 23.2 23.6 49.1
Very Large Extent 56 50.0 50.9 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total 112 100.0 ?».
2.22 Forex_ ATM [@
Forex ATM
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 12 10.7 10.8 10.8
Minor Extent 11 9.8 9.9 20.7
Some Extent 22 19.6 - 19.8 40.5
Large Extent 24 21.4 216 62.2
Very Large Extent 42 37 378 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0
AN
2.23 Forex_Internet Banking AA
Forex_Internet Banking
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 7 6.3 6.4 6.4
Minor Extent 10 8.9 9.1 15.5
Some Extent 18 16.1 16.4 31.8
Large Extent 40 35.7 36.4 68.2
Very Large Extent 35 31.3 31.8 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total — 112 100.0
2.24 Forg‘x(l%
B Forex POS
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 12 10.7 10.8 10.8
Minor Extent 18 16.1 16.2 27.0
Some Extent 22 19.6 19.8 46.8
Large Extent 25 22.3 22.5 69.4
Very Large Extent 34 30.4 30.6 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0
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2.25 Forex_Mobile Banking

Forex_Mobile Banking

Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 5 4.5 4.5 4.5
Minor Extent 11 9.8 9.9 14.4
Some Extent 24 21.4 21.6 36.0
Large Extent 26 23.2 23.4 59.5
Very Large Extent 45 40.2 40.5 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0 ?».
2.26 Forex_USSD /‘@
Forex_ USSD
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 16 14.3 144 14.4
Minor Extent 12 10.7 10.8 25.2
Some Extent 21 18.8 18.9 44.1
Large Extent 24 21.4 21.6 65.8
Very Large Extent 38 33.9 34.2 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0
AN
2.27 Invesment Banking ATM AA
Invesment Banking ATM
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 10 8.9 9.1 9.1
Minor Extent 10 8.9 9.1 18.2
Some Extent 14 12.5 12.7 30.9
Large Extent 30 26.8 27.3 58.2
Very Large Extent 46 41.1 41.8 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total — 112 100.0
2.28 Inveﬁ@ anking_Internet Banking
B Invesment Banking Internet Banking
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 5 4.5 4.5 4.5
Minor Extent 10 8.9 9.1 13.6
Some Extent 16 14.3 14.5 28.2
Large Extent 44 39.3 40.0 68.2
Very Large Extent 35 313 31.8 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total 112 100.0
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2.29 Invesment Banking POS

Invesment Banking POS

A&'

Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 13 11.6 11.8 11.8
Minor Extent 13 11.6 11.8 23.6
Some Extent 20 17.9 18.2 41.8
Large Extent 40 35.7 36.4 78.2
Very Large Extent 24 21.4 21.8 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total 112 100.0
2.30 Invesment Banking Mobile Banking
Invesment Banking_Mobile Banking
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 6 5.4 55 5.5
Minor Extent 9 8.0 8.2 13.6
Some Extent 17 15.2 15.5 29.1
Large Extent 49 43.8 44.5 73.6
Very Large Extent 29 259 26.4 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total 112 100.0
AN
2.31 Invesment Banking USSD AA
Invesment Banking_ USSD
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 13 11.6 11.8 11.8
Minor Extent 9 8.0 8.2 20.0
Some Extent 19 17.0 17.3 37.3
Large Extent 33 29.5 30.0 67.3
Very Large Extent 36 32.1 32.7 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total — 112 100.0
2.32 Ancnl(a:\LX'rM
B Ancilliary ATM
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 9 8.0 8.2 8.2
Minor Extent 11 9.8 10.0 18.2
Some Extent 13 11.6 11.8 30.0
Large Extent 43 38.4 39.1 69.1
Very Large Extent 34 30.4 30.9 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total 112 100.0
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2.33 Ancilliary_Internat Banking

Ancilliary_Internat Banking

Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 7 6.3 6.3 6.3
Minor Extent 14 12.5 12.6 18.9
Some Extent 19 17.0 17.1 36.0
Large Extent 35 31.3 31.5 67.6
Very Large Extent 36 32.1 32.4 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0 ?».
2.34 Ancilliary POS /‘@
Ancilliary_POS
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 9 8.0 8.1 8.1
Minor Extent 15 13.4 13.5 21.6
Some Extent 22 19.6 19.8 41.4
Large Extent 34 30.4 30.6 72.1
Very Large Extent 31 27.7 27.9 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0
AN
2.35 Ancilliary_Mobile Banking AA
Ancilliary_Mobile Banking
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 6 54 54 5.4
Minor Extent 14 12.5 12.6 18.0
Some Extent 21 18.8 18.9 36.9
Large Extent 35 31.3 31.5 68.5
Very Large Extent 35 31.3 31.5 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total — 112 100.0
2.36 Ancj}l(ab\(}SSD
B Ancilliary_USSD
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 9 8.0 8.1 8.1
Minor Extent 15 13.4 13.5 21.6
Some Extent 18 16.1 16.2 37.8
Large Extent 36 32.1 324 70.3
Very Large Extent 33 29.5 29.7 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0
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Appendix III: Frequency Distribution of Respondents (Constraints to Technology

Integration)

3.1 .Poor understanding/ acceptance and distrust of FINTECH innovation by customers
Poor understanding/ acceptance and distrust of FINTECH innovation by customers

Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 4 3.6 3.6 3.6
Minor Extent 9 8.0 8.0 11.6
Some Extent 26 23.2 23.2 34.8
Large Extent 33 29.5 29.5 64.3
Very Large Extent 40 35.7 35.7 100.0 ?\'
Total 112 100.0 100.0 )\\'
>
3.2 Regulatory challenges £ C\
Regulatory challenges -
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 8 7.1 7.2 7.2
Minor Extent 12 10.7 ~10.8 18.0
Some Extent 21 18.8 18.9 36.9
Large Extent 40 35.7 36.0 73.0
Very Large Extent 30 26.8 27.0 100.0
Total 111 99.1 100.0
Missing  System 1 9
Total 112 100.0

3.3 Consumers unwillingness to pay highex{g‘%gs for better FINTECH
Consumers unwillingness to pay higher prices for better FINTECH

Cumulative
Frequency Percent ~ Valid Percent Percent
Valid Not At All 5 4.5 4.5 4.5
Minor Extent 18 16.1 16.1 20.5
Some Extent 15 13.4 13.4 33.9
Large Extent 39 34.8 34.8 68.8
Very Large Extent 35 31.3 31.3 100.0
Total 112 100.0 100.0
A\
3.4 Lack ofzqq(%iﬁed personnel
Lack of qualified personnel
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 14 12.5 12.5 12.5
Minor Extent 17 15.2 15.2 27.7
Some Extent 20 17.9 17.9 45.5
Large Extent 29 25.9 25.9 71.4
Very Large Extent 32 28.6 28.6 100.0

Total 112 100.0 100.0
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Lack of adequate finance for FINTECH innovation in the bank

Cumulative
Frequency Percent Valid Percent Percent

Valid Not At All 20 17.9 18.2 18.2
Minor Extent 21 18.8 19.1 37.3
Some Extent 15 13.4 13.6 50.9
Large Extent 26 23.2 23.6 74.5
Very Large Extent 28 25.0 25.5 100.0
Total 110 98.2 100.0

Missing  System 2 1.8

Total 112 100.0 ?».

3.6 Lack of adequate information on FINTECH [Qr\

Lack of adequate information on FINTECH
Cumulative
Frequency Percent Valid Percent Percent

Valid Not At All 16 14.3 145 14.5
Minor Extent 20 17.9 18.2 32.7
Some Extent 23 20.5 20.9 53.6
Large Extent 35 313 31.8 85.5
Very Large Extent 16 14.3 14.5 100.0
Total 110 98.2 100.0

Missing  System 2 1.8

Total 112 100.0

>

3.7 Difficulty in finding reliable cooperation pgc&;ers or FINTECH innovation
Difficulty in finding reliable cooperation partners for FINTECH innovation

Cumulative
Frequency Percent Valid Percent Percent

Valid Not At All 21 18.8 19.3 19.3
Minor Extent 18 16.1 16.5 35.8
Some Extent 21 18.8 19.3 55.0
Large Extent 26 23.2 23.9 78.9
Very Large Extent 23 20.5 21.1 100.0
Total 109 97.3 100.0

Missing  System 3 2.7

Total — 112 100.0

3.8 Inade;g@ aCcess to infrastructure such as electricity and telecommunication
Inadequate access to infrastructure such as electricity and telecommunication

Cumulative
Frequency Percent Valid Percent Percent

Valid Not At All 15 13.4 13.6 13.6
Minor Extent 22 19.6 20.0 33.6
Some Extent 13 11.6 11.8 45.5
Large Extent 36 32.1 32.7 78.2
Very Large Extent 24 21.4 21.8 100.0
Total 110 98.2 100.0

Missing  System 2 1.8

Total 112 100.0
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3.9 Lack of privacy and security hazards

Lack of privacy and security hazards

Cumulative
Frequency Percent Valid Percent Percent

Valid Not At All 15 13.4 13.9 13.9
Minor Extent 17 15.2 15.7 29.6
Some Extent 15 13.4 13.9 43.5
Large Extent 40 35.7 37.0 80.6
Very Large Extent 21 18.8 19.4 100.0
Total 108 96.4 100.0

Missing  System 4 3.6

Total 112 100.0

3.10 High cost of maintenance compared to traditional system
High cost of maintenance compared to traditional system

fs&'

Cumulative
Frequency Percent Valid Percent Percent

Valid Not At All 15 13.4 13.9 13.9
Minor Extent 21 18.8 19.4 333
Some Extent 21 18.8 19.4 52.8
Large Extent 23 20.5 21.3 74.1
Very Large Extent 28 25.0 259 100.0
Total 108 96.4 100.0

Missing  System 4 3.6

Total 112 100.0

3.11 Security threat which can prevent data tr

accounts through network attacks or hacki
Security threat which can prevent data transactions or allow unauthorized access to the

accounts through network attacks or hacking

>

;néictions or allow unauthorized access to the

Cumulative
Frequency Percent Valid Percent Percent

Valid Not At All 8 7.1 7.3 7.3
Minor Extent 18 16.1 16.4 23.6
Some Extent 27 24.1 24.5 48.2
Large Extent 32 28.6 29.1 77.3
Very Large Extent 25 22.3 22.7 100.0
Total 110 98.2 100.0

Missing  System 2 1.8

Total 112 100.0

QQ

~
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Appendix IV: Frequency Distribution of Respondents (Financial Performance)

4.1 Profitability grows consistently yearly.
Profitability grows consistently yearly.

Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 1 9 9 9
Minor Extent 2 1.8 1.8 2.7
Some Extent 8 7.1 7.3 10.0
Large Extent 29 25.9 26.4 36.4
Very Large Extent 70 62.5 63.6 100.0
Total 110 98.2 100.0
Missing  System 2 1.8 ?»'
Total 112 100.0 N
4.2 Turnover grows consistently increase yearly. . C %y
Turnover grows consistently increase yearly.
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 1 9 9 9
Minor Extent 4 3.6 3.6 4.5
Some Extent 8 7.1 7.3 11.8
Large Extent 46 41.1 41.8 53.6
Very Large Extent 51 45.5 46.4 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total 112 100.0
4.3 Maintenance of a strong cash flow \&(@
Maintenance of a strong cash flow.
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 2 1.8 1.8 1.8
Minor Extent 1 9 9 2.7
Some Extent 16 14.3 14.5 17.3
Large Extent 34 30.4 30.9 48.2
Very Large Extent 57 50.9 51.8 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total _ 112 100.0
4.4 Incr g return on capital.
- Increasing return on capital.
Cumulative
Frequency Percent Valid Percent Percent
Valid Not At All 1 9 9 9
Minor Extent 5 4.5 4.5 5.5
Some Extent 11 9.8 10.0 15.5
Large Extent 44 39.3 40.0 55.5
Very Large Extent 49 43.8 44.5 100.0
Total 110 98.2 100.0
Missing  System 2 1.8
Total 112 100.0
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4.5 Dividend is constantly being paid
Dividend is constantly being paid

Cumulative
Frequency Percent  Valid Percent Percent

Valid Not At All 2 1.8 1.8 1.8
Minor Extent 6 5.4 5.5 7.3
Some Extent 16 14.3 14.5 21.8
Large Extent 34 304 30.9 52.7
Very Large Extent 52 46.4 47.3 100.0
Total 110 98.2 100.0

Missing  System 2 1.8

Total 112 100.0
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Appendix V: MEAN of The Distribution

5.1 Financial Services Provided by Deposit Money Banks in Nigeria
Descriptive Statistics

N Mean

Deposit Facilities 112 3.66
Credit Facilities 112 3.15
Remittances and Payments 112 3.33
Export, Import and Foreign Exchange Facilities 111 2.97
Investment Banking and Wealth Management 112 3.12
Ancillary Services 111 2.76
Valid N (listwise) 111

5.2 The Extent to which Deposit Money Banks uses Technology to Provide Deposit Servjégs%.
Descriptive Statistics

N Mean Std. Deviatiorni i ‘Variance
Statistic Statistic Std. Error Statistic Statistic
Deposit ATM 112 3.59 .081 .855 731
Deposit Internet Banking 112 3.54 .082 .869 7155
Deposit POS 112 3.53 .071 747 .558
Deposit Mobile Banking 112 3.54 .081 .859 137
Deposit USSD 112 3.43 .100 1.054 1.112
Valid N (listwise) 112

y
5.3 The Extent to which Deposit Money Banks uses Tecjn@&y?) Provide Credit Services
Descriptive Statistics

N Mean Std. Deviation = Variance
Statistic Statistic Std. Error Statistic Statistic
Credit ATM 111 3.44 .096 1.015 1.031
Credit_Internet Banking 111 3.43 .085 901 811
Credit POS 111 3.16 .106 1.116 1.246
Credit Mobile Banking 111 3.42 .084 .890 792
Credit USSD 111 3.41 .087 918 .843
Valid N (listwise) 111
Y

5.4 The Extent to which Deposit’Money Banks uses Technology to Provide Remittances and
Payment Services .\
Descriptive Statistics

N Mean Std. Deviation =~ Variance
Statistic Statistic Std. Error Statistic Statistic
Remittances ATM 110 3.26 .097 1.020 1.040
Remittances Internet Banking 111 3.25 .094 .995 .990
Remittances POS 110 3.11 .098 1.026 1.052
Remittances Mobile Banking 111 3.21 .098 1.037 1.075
Remittances USSD 110 3.11 .108 1.128 1.272
Valid N (listwise) 110
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5.5 The Extent to which Deposit Money Banks uses Technology to Provide Export, Import and
Foreign Exchange Services
Descriptive Statistics

N Mean Std. Deviation =~ Variance
Statistic Statistic Std. Error Statistic Statistic
Forex ATM 111 2.66 .129 1.358 1.845
Forex Internet Banking 110 2.78 112 1.176 1.383
Forex POS 111 2.46 .129 1.360 1.851
Forex Mobile Banking 111 2.86 113 1.190 1.415
Forex USSD 111 2.50 135 1.426 2.034
Valid N (listwise) 110

5.6 The Extent to which Deposit Money Banks uses Technology to Provide Investment Banking .
and Wealth Management Services

-~

Descriptive Statistics

N Mean Std. Deviation =~ Variance

Statistic Statistic  Std. Error Statistic Statistic
Invesment Banking ATM 110 2.84 125 1.310 1.716
Invesment Banking Internet 110 2.85 .106 1.107 1.226
Banking
Invesment Banking POS 110 2.45 122 1.282 1.644
Invesment Banking Mobile 110 2.78 .104 1.095 1.200
Banking
Invesment Banking USSD 110 2.64 127 1.332 1.775
Valid N (listwise) 110

D

5.7 The Extent to which Deposit Money Banks uses(T ology to Provide Ancillary Services
Descriptive Statistics

N Mean Std. Deviation =~ Variance
Statistic Statistic Std. Error Statistic Statistic
Ancilliary ATM 110 2.75 117 1.230 1.513
Ancilliary Internat Banking 111 2.71 116 1.224 1.498
Ancilliary POS 111 2.57 .119 1.255 1.575
Ancilliary Mobile Banking 111 2.71 113 1.194 1.425
Ancilliary USSD 111 2.62 .120 1.265 1.601
Valid N (listwise) 110

5.8 The Extent to w@eposit Money Banks Experience Constraints in using Financial

Technology (*
Descriptive Statistics

N Mean Std. Deviation =~ Variance

Statistic Statistic  Std. Error Statistic Statistic
Poor understanding/ 112 2.86 .104 1.106 1.223
acceptance and distrust of
FINTECH innovation by
customers
Regulatory challenges 111 2.65 114 1.196 1.430
Consumers unwillingness to 112 2.72 113 1.195 1.427
pay higher prices for better
FINTECH
Lack of qualified personnel 112 2.43 .130 1.374 1.887
Lack of adequate finance for 110 2.19 .140 1.468 2.156
FINTECH innovation in the
bank
Lack of adequate information 110 2.14 123 1.288 1.660
on FINTECH
Difficulty in finding reliable 109 2.11 136 1.423 2.025

cooperation partners for
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FINTECH innovation

Inadequate access to 110 2.29 131 1.370 1.878
infrastructure such as
electricity and
telecommunication
Lack of privacy and security 108 2.32 128 1.331 1.772
hazards
High cost of maintenance 108 2.26 134 1.397 1.951
compared to traditional
system
Security threat which can 110 2.44 116 1.216 1.478
prevent data transactions or
allow unauthorized access to
the accounts through network
attacks or hacking
Valid N (listwise) 106
Y
5.9 Financial Performance ,A\\}
Descriptive Statistics
N Mean Std. Deviation =~ Variance
Statistic Statistic  Std. Error Statistic Statistic
Profitability grows 110 3.50 .075 187 .619
consistently yearly.
Turnover grows consistently 110 3.29 .079 .828 .685
increase yearly.
Maintenance of a strong cash 110 3.30 .084 .884 781
flow.
Increasing return on capital. 110 3.23 .083 .874 764
Invesment Banking 110 3.16 .094 991 .982
Valid N (listwise) 110

O
Q&Q
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Appendix VI: Correlation Matrix

6.1 ATMs

Correlation Matrix

Invesment
Deposit AT Credit AT Remittances_ Forex AT Ancilliary A Banking AT
M M ATM M ™ M

Correlation Deposit ATM 1.000 158 265 141 159 .099
Credit ATM 158 1.000 .280 501 337 423
Remittances ATM 265 .280 1.000 441 411 417

Forex ATM 141 501 441 1.000 468 .632

Ancilliary ATM .159 .337 411 468 1.000 481

Invesment .099 423 417 632 481 1.000

Banking ATM

6.2 Internet Banking

4

Correlation Matrix

Remittances

~

L

Invesment Ancilliary In

Deposit_Inter Credit Intern  Internet  Forex Intern Banking Inte ternat
net Banking et Banking Banking et Banking rnet Banking Banking

Correlation Deposit_Internet 1.000 151 .180 113 .044 113
Banking
Credit_Internet 151 1.000 144 352 .055 152
Banking
Remittances_Internet .180 .144 1.000 311 303 256
Banking
Forex Internet 113 352 311 1.000 310 393
Banking
Invesment .044 .055 303 310 1.000 450
Banking Internet
Banking
Ancilliary Internat 113 152 256 .393 450 1.000
Banking

Y%
6.3 POS

Correlation Matrix

Deposit PO Credit PO Remittances

Invesment

Forex PO Banking P Ancilliary P

S S POS S 0OS 0OS
Correlatio Deposit POS 1.000 201 273 .169 -.042 .293
n Credit POS 201 1.000 .199 374 .262 275
Remittances POS 273 .199 1.000 374 391 342
Forex POS .169 374 374 1.000 .559 471
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Invesment -.042 262 391 .559 1.000 478

Banking POS

Ancilliary POS 293 275 342 471 478 1.000
6.4 Mobile Banking

Correlation Matrix
Invesment
Deposit M Credit Mo Remittance Banking M Ancilliary
obile bile s Mobile Forex Mob obile Mobile
Banking Banking Banking  ile Banking = Banking Banking

Correlati Deposit Mobile 1.000 232 .340 246 .015 261
on Banking 7 .

Credit Mobile 232 1.000 195 469 121 118

Banking . .

Remittances Mobile .340 195 1.000 255 155 268

Banking

Forex Mobile 246 469 255 1.000 467 428

Banking

Invesment .015 JA21 155 467 1.000 420

Banking Mobile

Banking | .

Ancilliary Mobile 261 118 268 428 420 1.000

Banking
6.5 USSD w

Correlation Matrix
Invesment
Deposit US Credit US Remittance Forex US Banking U Ancilliary
SD SD s USSD SD SSD USSD

Correlatio Deposit USSD 1.000 264 429 275 .031 .196
n Credit USSD 264 1.000 .198 459 151 .093

Remittances USSD 429 198 1.000 424 .344 382

Forex USSD 275 459 424 1.000 618 474

Invesment .031 151 344 618 1.000 .508

Banking USSD

Ancilliary USSD .196 .093 382 474 .508 1.000
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6.6 Constraints

Correlation Matrix

High cost

Lack of Difficulty Inadequate of  Security threat which

Consumers
unwillingne Lack of adequat in finding  access to maintenan  can prevent data
Poor understanding/ ss to pay adequate e reliable  infrastructure Lack of ce transactions or allow
acceptance and higher  Lack of finance for informat cooperation ~ suchas  privacy compared unauthorized access
distrust of FINTECH prices for qualified FINTECH ionon partners for electricity and and to to the accounts
innovation by Regulatory ~ better  personne innovation FINTEC FINTECH telecommunic security traditional  through network
customers challenges FINTECH 1 inthe bank H innovation ation hazards system  attacks or hacking
1.000 .807 724 .584 377 347 331 586 .634 302 .568

CorrelatioPoor understanding/

n

acceptance and distrust of
FINTECH innovation by
customers
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Regulatory challenges

Consumers unwillingness to
pay higher prices for better
FINTECH

Lack of qualified personnel

Lack of adequate finance for
FINTECH innovation in the
bank

Lack of adequate
information on FINTECH

Difficulty in finding reliable
cooperation partners for
FINTECH innovation
Inadequate access to
infrastructure such as
electricity and
telecommunication

Lack of privacy and security
hazards

High cost of maintenance
compared to traditional
system

Security threat which can
prevent data transactions or
allow unauthorized access to
the accounts through
network attacks or hacking

.807

724

584

377

347

331

.586

.634

302

568

1.000

.824

.505

273

275

304

538

512

.636

273

824 505
1.000 436
436 1.000
192 441
227 327
213 370
440 696
446 690
268 302
628 559

273

192

441

1.000
876
802

515

.584

712

521

275

227

327

876

1.000

.832

Sl11

.536

748

526

304
213
370

.802

.832

1.000

.663

.670

812

.630

.538

440

.696

515

Sl

.663

1.000

.858

.563

767

S12

446

.690

.584

.536

.670

858

1.000

558

781

273

.268

.302

712

748

812

.563

.558

1.000

.596

.636

.628

.559

521

.526

.630

767

781

.596

1.000

QQ
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6.6 Financial Performance

Correlation Matrix

Turnover
Profitability Srows
grows consistently = Maintenance  Increasing
consistently increase of a strong return on Invesment
yearly. yearly. cash flow. capital. Banking
Correlatio  Profitability grows 1.000 761 .548 .620 494
n consistently yearly.
Turnover grows 761 1.000 733 770 489
consistently increase
yearly.
Maintenance of a .548 733 1.000 .683 467
strong cash flow.
Increasing return on .620 770 .683 1.000 476
capital.
Invesment Banking 494 489 467 476 1.000
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Appendix VII: KMO and Bartlett's Test

7.1 ATMs
KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .809
Bartlett's Test of Sphericity Approx. Chi-Square 159.767
Df 15
Sig. .000
7.2 Internet Banking
KMO and Bartlett's Test ?»-
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .693 \
Bartlett's Test of Sphericity Approx. Chi-Square 80.883 @)%'
Df 15
Sig. 000,}'
\ )
7.3 POS A@
KMO and Bartlett's Test D)
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 719
Bartlett's Test of Sphericity ~ Approx. Chi-Square 141.127
Df 15
Sig. .000
7.4 Mobile Banking ,\@
KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .665
Bartlett's Test of Sphericity ~ Approx. Chi-Square 118.612
Df 15
Sig. .000
7.5 USSD (*Q&
KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .691
Bartlett's Test of Sphericity ~ Approx. Chi-Square 174.930
Df 15
Sig. .000
7.6 Constraints
KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .860
Bartlett's Test of Sphericity ~ Approx. Chi-Square 1147.105
Df 55
Sig. .000
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7.7 Financial Performance

KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .835
Bartlett's Test of Sphericity ~ Approx. Chi-Square 318.501
Df 10
Sig. .000
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Appendix VIII: Scree Plot

8.1 ATMs
Scree Plot
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8.4 Mobile Banking

Eigenvalue
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Appendix IX: Component Matrix:

9.1 ATMs
Component Matrix®
Component
1

Forex ATM .824
Invesment Banking ATM 795
Ancilliary ATM 718
Remittances ATM .684
Credit ATM .668
Deposit ATM 322

Extraction Method: Principal Component Analysis.

a. 1 components extracted.

9.2 Internet Banking

Component Matrix®

Component

Forex Internet Banking 739

Ancilliary Internat Banking g7

Invesment Banking Internet Banking .657 -.504
Remittances Internet Banking - .620

Credit Internet Banking 7 - 457 .621
Deposit Internet Banking 315 .585
Extraction Method: Principal Component Analysis.

a. 2 components extracted. \)y
9.3 POS (\& :

Component Matrix®
Component
1

Forex POS 793

Ancilliary POS 751

Invesment Banking POS 735 -.501
Remittances POS .653

Credit POS 558

Deposit POS .380 .866

Extraction Method: Principal Component Analysis.

a. 2 components extracted.
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9.4 Mobile Banking

Component Matrix®

Component
2

Forex Mobile Banking .806

Ancilliary Mobile Banking .690

Remittances Mobile Banking .558 406

Credit Mobile Banking 554

Invesment Banking Mobile Banking .603 -.635

Deposit Mobile Banking 514 \?»

Extraction Method: Principal Component Analysis.

a. 2 components extracted.

9.5 USSD

Component Matrix®

Component

Forex USSD

Invesment Banking USSD
Remittances USSD
Ancilliary USSD

Credit USSD

Deposit USSD

848
716

699
697
492
487

-.528

-.367
470
.682

Extraction Method: Principal Component Analysis.

a. 2 components extracted.

9.6 Constraints ﬁ Q

Component Matrix*

Component

Lack of privacy and security hazards

Security threat which can prevent data
transactions or allow unauthorized access to the
accounts through network attacks or hacking
Inadequate access to infrastructure such as
electricity and telecommunication

Difficulty in finding reliable cooperation
partners for FINTECH innovation

Lack of adequate finance for FINTECH
innovation in the bank

Lack of adequate information on FINTECH
High cost of maintenance compared to
traditional system

Poor understanding/ acceptance and distrust of

189

.876
.864

.860

.801

154

744
137

733

-.499

-494

-.523
-.467
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FINTECH innovation by customers

Lack of qualified personnel

Regulatory challenges

Consumers unwillingness to pay higher prices
for better FINTECH

702
.692
.623

.583
.607

Extraction Method: Principal Component Analysis.

a. 2 components extracted.

9.7 Financial Performance

Component Matrix*

Component
1

Turnover grows consistently increase yearly.

Increasing return on capital.

Maintenance of a strong cash flow.

Profitability grows consistently yearly.

Invesment Banking

918

.866
.834

831

.680

Extraction Method: Principal Component Analysis.

a. 1 components extracted.

O
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Appendix X: Result of the Investigation of the Effect of Financial Technology
Tools on the Financial Performance of Deposit Money Banks in Nigeria.

Model Summary
Std. Error of the
Model R R Square Adjusted R Square Estimate
1 4872 237 .198 .90207930

a. Predictors: (Constant), Unstructured Supplementary Service Data (USSD), Internet Banking,
Automated Teller Machine (ATMs), Mobile Banking, Point of Sales (POS)

~
ANOVA? v
Model Sum of Squares df Mean Square F Sig.
1 Regression 24.824 5 4.965 6.101 .000°
Residual 79.747 98 .814

Total 104.571 103
a. Dependent Variable: Financial Performance
b. Predictors: (Constant), Unstructured Supplementary Service Data (USSD), Internet Banking,
Automated Teller Machine (ATMs), Mobile Banking, Point of Sales (POS)

AN
Coefficients?
Standardized
Unstandardized Coefficients ~ Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) .006 .089 .064 .949

Automated Teller Machine

(ATMs) 0.349 0.092 0.349 3.778 0.000

Internet Banking 0.360 0.092 0.358 3.909 0.000

Point of Sales (POS) 0.268 0.095 0.266 2.813 0.006

Mobile Banking 0.171 0.096 0.170 1.770 0.080

Unstructured

Supplementary Service

Data (USSD) 0.207 0.096 0.206 2.147 0.034

a. Dependent Variable: Financial Performance
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Appendix XI: Result of the Investigation of the Effect of Financial Technology
on the Financial Performance of Deposit Money Banks in Nigeria.

Model Summary

Std. Error of the

Model R R Square Adjusted R Square Estimate
1 2242 .050 .041 .98681708
a. Predictors: (Constant), Financial Technology
ANOVA-=
Model Sum of Squares df Mean Square F Sig.
1 Regression 5.243 1 5.243 5.384 .022°0
Residual 99.328 102 974
Total 104.571 103
a. Dependent Variable: Financial Performance
b. Predictors: (Constant), Financial Technology (\ .
A
S
NS
PN
Coefficients?
Standardiz
Unstandardized ed Collinearity
Coefficients Coefficients Statistics
Toleranc
Model B Std. Error Beta t Sig. e VIF
1 (Constant) .002 .097 .025 .980
Financial 224 .096 224 2.320 .022 1.000  1.000
Technology

a. Dependent Variaﬂe: Financial Performance

@
QQ
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Appendix XII: Result of the Assessment of the Effect of Constraints to

Technology Integration on Financial Performance of Deposit Money Banks in
Nigeria.

Model Summary

Std. Error of the
Model R R Square Adjusted R Square Estimate
1 2162 .047 .028 .98973600
ANOVA?®
Model Sum of Squares df Mean Square F Sig.
1 Regression .027 1 .027 .027 .870p
Residual 106.823 105 1.017
Total 106.850 106

a. Dependent Variable: Financial Performance

b. Predictors: (Constant), Constraints

R e

Coefficients?
Unstandardized Standardized
Coefficients Coefficients Collinearity Statistics
Toleranc
Model B Std. Error Beta t Sig. e VIF
1 (Constant) -.005 .098 -.055 .956
Constraints -.016 .098 -.016 -.164 .870 1.000 1.000

a. Dependent Variable: Financ%rformance
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Appendix XIII
Questionnaire

Department of Management and Accounting,
Faculty of Management and Social Science,
Lead City University, Ibadan.
Research Questionnaire on Technology Integration and Financial Performance

of Deposit Money Banks in Nigeria

Dear Sir/Madam, \?».

As a postgraduate student of the department of Accounting, Faculty o gement
and Social Sciences in the Lead City University, Ibadan. I am curr rrying out a
research on the above-named topic and the main objective is wl{etqrmine the extent
to which deposit money banks in Nigeria have integrate {%mology into financial

services and to analyze the constraints. The question s been designed to elicit
relevant information in this regard. \Q

I hereby seek your assistance and cooperati athering the needed information by
completing the questionnaire as objecti s possible. The information you provide

will be treated with utmost confide XQ is purely for academic purpose. In no way

will your name appear in the fi esearch report. Your assistance and cooperation
will be highly appreciated. %

Yours Faithfully, & .
Abimbola J aph&t)%lSANWO.

SECTION&Personal Data)

Please the information as requested and tick (V) as applicable in the spaces
prot-i*e

@ejr: Male:0 Female:1

MSfatus: Single:0 Married:1 Divorced:2 Separated:3
Age: 18-25:0 26-35:1 36-45:2 45 and Above:3
Edu: NCE/OND:0 | HND/B.Sc:1 | M.Ed/M.Sc:2 PhD:3

Others: write the name

Years of experience in the banking industry

| Less than 1:0 | 1-3:1 | 4-6:2 | 7-10:3 | Above 10:4

For each of the following sections, there are five options: Very Large Extent (VLE),
Large Extent (LE), Some Extent (SE), Minor Extent (ME) and Not At All (NAA),
please indicate the extent to which you agree or disagree with the following
statements by ticking (\) the appropriate cell.
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SECTION B: Financial Services

To what extent does your bank engage in the following Financial Services

S/N

Financial Services

VLE

LE

SE

ME

NAA

1

Deposit facilities (current, savings and
term deposit accounts)

4

3

2

1

2

Credit facilities (term loans, cash credit,
bills discounting, vehicles loans,
agriculture loans, corporate credit, retail
loans)

Remittances and payments (payment of
bills, collection of cheques and bills,
Real-Time Gross Settlement (RTGS)
Electronic  Clearing  Service (ECS),
National Electronic Funds  Transfer
(NEFT), and Society for Worldwide
Interbank Financial Transfers (SWIFT))

S

i

Export, import and foreign exchange
facilities (Export and import credit, foreign
letters of credit, cross country payments,
currency exchange, remittance from

abroad) A

r
D).

Investment banking and we
management (personal banking,
management, executor and t ship
arrangements) A

Ancillary services (safe cust@%nd safe
deposit  locker facﬂ solvency

certificates, insuranc mutual fund
services, credit and ards, and sale of

gold coins) 4

SECTION C: mﬁ%al Technology

To what ex Mes your bank uses the following technology to perform Deposit
Services ,\"{

S/N

LE

SE

ME

NAA

1~

<PINTECH VLE
M

2~\_) Internet Banking

3\) |POS
4 Mobile Banking
5 USSD

To what extent does your bank uses the following technology to perform Credit

Services

S/N FINTECH VLE | LE SE ME | NAA
1 ATM

2 Internet Banking

3 POS

4 Mobile Banking

5 USSD
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To what extent does your bank uses the following technology to perform
Remittances and Payment Services

S/N FINTECH VLE | LE SE ME | NAA
1 ATM

2 Internet Banking

3 POS

4 Mobile Banking

5 USSD

To what extent does your bank uses the following technology to perform Export,
Import and Foreign Exchange Services

S/N FINTECH VLE | LE SE ME |WNAA
1 ATM PR\
2 Internet Banking O\

3 POS Y

4 Mobile Banking N

5 USSD 4 JY i

To what extent does your bank uses the following %@pﬁ)gy to perform
Investment Banking and Wealth Management Services .\

S/N | FINTECH VLE HEY’[SE | ME |[NAA
1 ATM LN

2 Internet Banking AN Y

3 POS NS

4 Mobile Banking

5 USSD AQY}.V
To what extent does your bank@ e following technology to perform
Ancillary Services )

S/N FINTECH O\ VLE | LE SE ME | NAA
1 ATM »Y

2 Internet Banking, &(‘ ) )

3 POS N\

4 Mobile Ba@i .

5 USSD  ~

D’
SECTION BD: hnology Constraints

To whit%&lt does your bank experience the following constraints in using

Fina chnology
S/NCNFINTECH VLE |LE |[SE |ME |NAA
Q“f’oor understanding/ acceptance and
distrust of FINTECH innovation by
customers
2 Regulatory challenges
3 Consumers unwillingness to pay higher

prices for better FINTECH

4 Lack of qualified personnel

5 Lack of adequate finance for FINTECH
innovation in the bank

6 Lack of adequate information on
FINTECH

7 Difficulty in finding reliable cooperation
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partners for FINTECH innovation

8 Inadequate access to infrastructure such
as electricity and telecommunication

9 Lack of privacy and security hazards

10 | High cost of maintenance compared to
traditional system

11 | Security threat which can prevent data

transactions or allow unauthorized access
to the accounts through network attacks
or hacking

SECTION E: Financial Performance

S/N | Financial Performance VLE | LE SE NAA
1 Profitability grows consistently yearly. RN
2 Turnover grows consistently increase V ’
yearly. ,“& "
3 Maintenance of a strong cash flow. A\(\ i
4 Increasing return on capital. K=y
5 Dividend is constantly being paid ’e ;Q’Y
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