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Abstract

Advancement in technology in the banking sector in Nigeria has made it possible for the
implementation of cashless policy in Nigeria. Bank users are encouraged to use alternative
banking services provided with the aid of technology instead of the traditional banking hall
services. However, this policy has some implication for banks, bank customers and the
economy. This study therefore explores the bank cashless policy and economic performance
in Nigeria . The data for variables in this study covered 2009Q1 to 2020Q4 and was analyzed
using the ARDL method of estimation. The study found that in the short term, ATM and POS
transactions have a positive impact on bank performance, while IB and MB, MI, have a
negative impact. In the long run, only ATM has a significant positive effect on gegnomic
performance, while IB and POS have significant negative effects. BMI, INT, a@ have
significant positive effects on both bank performance and economic perfor . It was
concluded that the cashless policy has a significant impact on the perform: banks and
economic growth in Nigeria. It was recommended that banks need to c%xr anage their
adoption of the cashless policy channels and consider the short-run>impacts on their
performance, since most of the impacts in the short run are not immediaté)

Keywords: Cashless Policy, Electronic Banking, Economic G@Customers Satisfaction,

Profitability and Bank Performance. . \QQ

Word Count: 221 QQ
o
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Chapter One

Introduction
1.1 Background to the Study

The Central Bank of Nigeria (CBN) has in recent times engaged in series of reforms aimed at
both making the Nigerian financial system formidable and enhancing the overall economic
performance of Nigeria so as to place it on the right path in tune with global &&}(kp Since

Nigeria’s independence in 1960, the successive reforms were channeled%%&@cing social

welfare and achieving developmental goals but there has been no su tay\t al positive change

Introduction of mobile banking, electronic bankin @ine transactions in Nigeria has

in Nigeria’s economic indicators.

paved way for a new era of development where t se and demand for physical cash is
gradually declining. The increase in em@éﬁ rmation Technology has made banking
services become more and more auto?abf@ and less paper work than in the past as averred in
the Central Bank of Nigeria (CGBN)*feports and statistical bulletins, annual reports of most
Nigerian banks. Banks in_Nigefia have realized that they would soon go out of corporate
existence unless th@ th the pace at which Information Technology (IT) has redefined

the creation xand worth for their customers?.

Also ecent evolution of information technology in the Nigerian financial institutions
possess interesting questions for academician, economist, financial institutions, financial
analyst and the regulatory agents of government such as Central Bank of Nigeria (CBN)
regarding the current economic status, logistics, and availability of instruments to guarantee
economic growth and stability, efficiency and effectiveness of the cashless policy. Some
observers suggested that the increased use of cashless payment system; (i.e. money or scrip

which is exchanged only electronically via computer networks) has led to the predictions of a



cashless society'. In addition, the cashless policy aims to curb some of the negative
consequences associated with the usage of physical cash in the economy, including high cost
of cash, high risk of using cash, high subsidy, informal economy and inefficiency and

corruption.

Since the inception, various payment methods have been used to purchase goods and services
starting with the trade by barter. The trade by barter method of transaction hés&n the
foundation for the introduction of money and coins to solve the pnob%of double
coincidence of wants and divisibility faced by trade by barter. The use oney/coins was
introduced after the use of trade by barter method, and it ha’s@%@ various challenges
associated with trade by barter, but the use of money as a@%ange medium has its own

challenges and shortcomings and can still be repl@e@ith a better payment system ‘the

cashless policy’. &
S

Developed countries like US have ehjo various advantages which has prompted the

Central Bank of Nigeria (CBN) to @C the cashless policy. At the end of the 1980s the use

of cash for purchasing cons§p}r{ goods in the US has constantly dropped with inflation'.
'\

Nigeria’s aim to be :m@

from a pure caslv\ei

in1960, thé!%ve been different constitutional reforms, change in economic and banking

biggest economy by 2020 has driven her to gradually move

omy to a cashless policy. Since Nigeria gained her independence

poli@gnly aimed at stabilizing the economy, enhancing social welfare and enhancing

economic growth and development.

While cash and cheques are still prevalent in some parts of the world, electronic payment
mechanisms and especially, mobile payments are gaining consumer acceptance in many

economics due to the high penetration of mobile phone technology?.



In view of being one of the best economies in 2020, the CBN started implementing the
cashless policy in some major cities in Nigeria since 2012 such as Lagos, Kano, Port-
Harcourt and Onitsha. The CBN asserted reduction in crime rates, minimized risk associated
with carrying huge sums of money, reduction in banking cost, improvement on monetary
policy in management of inflation and the overall growth and development of the economy of
Qe

One of the prerequisite for the development of national economy accordin%%&tudy is to

Nigeria as advantages associated with the implementation of the cashless policy.

encourage a payment system that is secure, convenient, and affordable™" In this regard,
developed countries of the world, to a large extent, are moving,@)a‘om paper payment
instruments toward electronic ones, especially payment card %ese countries, for instance,
it is possible to pay for a vending machine snack by i@ialing a number on one‘s phone
bill. In recent times, the mobile phone is incre@g@wmed to purchase digital contents (e.g.
ringtones, music or games, tickets, par@{&s and transport fees) just by flashing the
mobile phone in front of the scanner ?é%er ‘manned’ or unmanned point of sales (POS). In

Nigeria, as it is in many devel%countries, cash is the main mode of payment and a large

percentage of the populati ate unbanked*. This makes the country to be heavily cash-

based economy. C)Q
N

The introdu‘%\of electronic banking, online transactions and mobile banking in Nigeria has
pav&@@for a new era of development where the use and demand for physical cash is
gradually declining. These recent evolution of technology in the Nigerian financial
institutions posses interesting questions for economist, financial institutions, business analyst
and the government regarding the current economical status, logistics, and availability of
instruments to guarantee economic growth and stability, efficiency and effectiveness of the

cashless policy.



Since the inception of humanity, various payment methods have been used to purchase goods
and services starting with the trade by barter. The trade by barter method of transaction has
been the foundation for the introduction of money and coins to solve the problem of double
coincidence of wants and divisibility faced by trade by barter. The use of money/coins was
introduced after the use of trade by barter method, and it has solved various challenges
associated with trade by barter, but the use of money as an exchange medium I.las its own

challenges and dis-advantages and can still be replaced with a better payme@em-the

cashless policy/banking. ,%\QO

Various advantages enjoyed by more developed nations such a;\“y'é has prompted the
Central Bank of Nigeria (CBN) to adopt the cashless pohc @%e end of the 1980s the use
of cash for purchasing consumption goods in the U nstantly dropped with inflation'.
Nigeria’s aim to be among the biggest econom §20 has driven her to gradually move
from a pure cash economy to a cashle{j\cy Since Nigeria gained her independence
in1960, there have been different c@tlonal reforms, change in economic and banking

policies mainly aimed at stabw he economy, enhancing social welfare and enhancing

economic growth and dev @’ht

A cashless econ()Ql an environment in which money is spent without being physically
carried casﬁ%ﬁ one place to another. Electronic devices as means of information that reveal
how@ person has deposited and has spent are needed. Information technology plays an
important role in bringing about sustainable development in every nation. Without an optimal
use of information technology, no country can attain a speedy social- economic growth and
development. The future of all business particularly those in the services industry lies in
information technology, in fact, information technology has been changing the ways

companies and banks compete. Information technology is more than computers, it



encompasses the data a business creates and uses as well as a wide spectrum of increasing
convergent and linked technologies that process such data. Information technology thus
relates to the application of technical processes in the communication of data. It is no doubt
that information technology can help to reduce transaction costs for banks, which will

translate to lower prices for services to customers.

Information technology for banks takes different forms which include: computér.{@on of
customers’ accounts and information storage and retrieval, deposit and witl‘@g%)al through
Automated Teller Machine and networking to facilitate access to accounts from any branch
of the bank. Other forms include bio-metrics used in finger- prin‘t%%fndentiﬁcation which
should dispense the use of passwords or personal identiﬁc@sﬂ by customers. The use of
internet and websites to bundle a host of sewi% o beyond transactional financial

nancial sector has undergone many

organizational changes over time in ordel@?ﬁ

and services. However, with acceler@evelopment of the financial systems as a result of

services which is increasing among banks. %
1li

ate easy production and trade of products

deregulation, globalization ané\ge)v information system, new ways of handling money

appeared among banks a ir customers. The use of e-card, internet banking facilitates the

ease and convenien@n ling transactions®.

E-banking‘%mers have possibility to access online or electronic banking for 24 hours
whis them to view historical banking transactions, transfer money between accounts,
make savings, perform other operations at everywhere. Moreover increase in knowledge and
ability to manage internet banking, banks and ATMs have resulted in more independent bank
customers no longer requiring bank staff. The shift in bank customers’ behavior and attitude
towards cash services offered at the banks gave birth to cashless policy. This means banking

is entirely relying on monetary transactions that use electronic means rather than cash. The



cashless policy was conceptualized by the apex bank to migrate Nigeria’s economy from cash
based economy to a cashless one through electronic payment system, not only to enable
Nigeria monetary system be in line with international best practices or discourage movement
of cash manually, but at the same time increase the proficiency of Nigeria’s payment system
which will in turn improve the quality of service being offered to the banking public.
Cashless policy aims to curb some of the negative consequences associated wi:[h the high
usage of physical cash in the economy, including high cost of cash, high risk @}ig cash,
high subsidy, informal economy, inefficiency and corruption®.The intr : 1 the policy

in Nigeria therefore brings up issues that touch on securi p{ivacy, crime and

computerization. Q‘}%\

According to some scholars, Nigeria did not embr. e@)nic banking when compared to
developed countries. Nigeria adopted electroni@ng system in early 2000s. Electronic
banking is defined as the use of com@ej‘\&to carry out banking transactions such as
withdrawals through cash dispenser@ansfer of funds at point of sale. Cashless policy
started in Lagos, pilot state. TQ\age% bank pegged withdrawal by individual and corporate
accounts at ¥500,000 an filion respectively. Processing (charges) fees for withdrawals
above the limits for@ual customers is 3% while that of corporate bodies is 5%. Charges
for lodgeme @)\Mdividuals and corporate accounts are 2% and 3% respectively. However,
ministrieé%rtments, agencies, specialized banks, diplomatic missions, embassies,

multilaaal and donor agencies have been exempted from charges emanating from this

policy>.

The cashless policy will potentially result in an extensive application of computer technology
in the financial system which places the computer Professional Registration Council at the

centre of control and regulation of the emerging in the Nigerian economy. The Central Bank



of Nigeria has in recent times engaged in series of reformations aimed at both making the
Nigerian financial system formidable and enhancing the overall economic performance of
Nigeria so as to place it on the right path in tune with global trends. Recently, the CBN came
out with two laudable agenda- the Islamic banking (non-interest banking) and the cashless
economy (e-payment system)®. Some of these policy measures came with tremendous success
despite the initial skepticisms of Nigerians. For instance, when the CBN in July 2004 set
December 31st ,2005 deadline for N25billion minimum capitalization, it wa@d with
considerable criticism when the programmed was completed , the b : 66hscape was
transformed out of a system dominated mainly by “fringe bank.s K nf;\made up of largely
“mega banks™’. The product of the exercise was to ensure a @iﬁed, strong and reliable
banking industry where there is safety of depositors’ fuﬁd@g)reposition of the banks to play

active developmental roles in the Nigerian econo@ﬁs remark sums up the assessment

of analysis about the outcome of the refornt%B{@\3

In recent years, Nigeria has been e@ncing growth and the condition seems right for
launching unto a path of sustaWnd rapid growth, justifying its ranking amongst the 11
countries as identified %, oldman Sachs to have the potential for attaining global
competitiveness based cheir economic and demographic settings and the foundation for
reforms alr‘@ . Constraints to the achievement of Nigeria’s ambition to be among the
top 20 e@o ies of the world by year 2020 is the fact that the Nigerian economy is too
hea\@ash oriented in transaction of goods and services which is not in line with global
trends. In its efforts to rescue the Nigerian economy from the brinks of total collapse; the
CBN in collaboration with the Bankers’ Committee, the cashless policy was designed to
provide mobile payment services, breakdown the traditional barriers hindering the financial
inclusion of millions of Nigerians and bring low-cost, secure and convenient financial

services to urban, semi-urban and rural areas across the economy. The cashless policy



initiated by the CBN led by its former Governor, Sanusi Lamido was introduced first in
Lagos state, with the aim of achieving an environment where a higher and increasing
proportion of transactions are carried out through cheque and electronic payments in line with

the global trend”’.

So much have been said about the anticipated gains that had resulted from the adoption of e-
payment and cashless economy but in concrete terms, people have been convinéq@at the
agenda is for the good of all but the fear being expressed is the sta@%{' Nigerian
infrastructural decay, lack of security on financial information, cost\of ownership and
adoption due to high cost of acquiring and maintaining internet ‘@iamputers and so on.
The internet is perhaps one of the most useful tools to@slnesses and individuals in
contemporary world economies. Its use has to h@irtually every aspect of human
N

endeavour especially banking. Technological br& ughs and product designs have led to

the emergence of e-banking services w@hj} recent time has become globally popular
except in developing countries inclgé;%’ Nigeria!®. The Central Bank of Nigeria in 2011
released a circular on the intﬁdggl)on of “cashless policy” which sets cash deposit and
withdrawal limits, that t rﬁry would from Junel® 2012 join the committee of nations
that embrace the ele@cy means of payment and limit the use of cash to the very barest. The
apex bank h @ one ahead to assert that the commencement of its “cashless policy” for
cities suc@s agos, Abuja and Port Harcourt to demonstrate the CBN’s seriousness about
the po which has generated huge debate from Nigerians. While the apex bank is of the
view that the cashless policy is the way to go in line with global trends, many Nigerians both
informed and uninformed have divergent views about the policy?.The cashless policy of the
CBN is designated to provide mobile payment services, breakdown the traditional barriers

hindering financial inclusion of millions of Nigerians and bring low cost, secure convenient

financial services to urban, semi-urban and rural areas across the country. The CBN has gone



ahead to license six Payments Terminal Service Providers to support and maintain Point of
Sale (P.O.S) terminals. This step is a bold demonstration that apex bank is determined to see

the policy work which has been kick started in Lagos early 2012!!

Against these backdrops, the CBN introduced the cashless policy in April 2011 with the
objective of promoting the use of electronic payment channels instead of cash. Presently, the
CBN is conducting a pilot scheme of the cashless policy in Lagos, which conﬁ@ed in
January Ist 2012. So far, implementation of the policy in Lagos has not %ﬂ expected
traction. Hence a rollout across the country has been substituted with phased implementation
in Port Harcourt, Kano, Aba and the Federal capital territoryz.‘(;{&s.s\ economy does not
refer to an outright absence of cash transactions in the e.ccﬁo@setting but one in which the
amount of cash-based transactions are kept to the b e,@ifnimum. It is an economic system
in which transactions are not done predominantl%fn xchange for actual cash'?2. A cashless

society possesses the following charact@ti}g

financial institutions (banks, and pos@bther firms). It is conceivable that the central bank

1l the money used is issued by private

continues to operate like other W’ 1ssuing its own deposits that could be used as money in
the same way as other 5\posits are. However, in that case the central bank has no
monopoly in the is@/loney. In a cashless society the unit of account (e.g. Dollar, euro)

remains a na 1@1 fair and is provided by the state.

The%@ngs among others enhance the functioning of cashless economy; e-finance, e-
banking, e-money, e-brokering, e-exchanges e.t.c In a modern economy, the use of noncash
payment methods such as cards (credit and debit) dominates the use of cash in payments. The
card based payment system has several players. On the one hand, are the providers of the card
based payment system- first of which is the card companies like MasterCard and Visa who

provide their payment network for the system to function. The second sets of providers are



the banks that act as acquirers for merchants and issuers for cardholders and reach the card
payment services to the ultimate users. For these two parties, the card payment system is an
income generating initiative and they are motivated to run the system as they are able to
generate adequate profits out of their operations. On the other side of the system are the
users- both merchants and cardholders. The benefits these two players derive from the system
are manifold- the convenience of electronic transactions, the ease of credit iwailability,
increased sales, increased purchasing power, to list a few. Since they are the en@;}s of the
convenience the card payment system generates, they are the ones w b.\té‘@ cost of the
system. Apart from these four players there is the regulator of Ehe ment system, usually
the central bank of the country. The card based payment syste&@[ot function in absence of
any of its players. The global volume of non-cash tran§a@ns totaled 260 billion in 200913,
after sustained average annual gains of 6.8% s‘ﬂ%%)l. The outright volume of these
payments only remains heavily concentrat j@ploped markets. Developing countries are
just improving their payments infrastr@ig enabling wider adoption and greater usage of
non-cash means and channels .Ke))@ tend to be open to innovations that can broaden their

still-nascent base of users”.ﬂ -

However, the glob@ggcash payment is still endemic, especially for low-value retail
transactions. Xile cash may be convenient, it makes taxation less transparent, and it is
costly to @tri ute, manage, handle and process. It therefore follows that; cash as a mode of
paymerit’is an expensive proposition for any government. As a result, many governments are
seeking to reduce these costs and encourage the use of non-cash payment means. The
Nigerian economy is too heavily cash oriented in its transaction of goods and services and
this is not in line with global trend, considering Nigeria's ambition to be amongst the top 20

economies of the world by the year 2020. For instance an overview of central bank of Nigeria

10



policies on cash management in Nigeria‘s financial system is high and increasing; direct cost

of cash is estimated to reach one hundred and ninety two billion naira®.

Over the years, many innovations have taken place in the world. The most striking and most
celebrated is the aspect of information technology. Organizations today are confronted with
rapidly changing market condition indicated by high merger rate and strong competitors.
Under these conditions, traditional management approaches that focus on ﬁnan?:j@gures
and on centralized, analytical planning methods are considered to be i icient for
effectively steering the organization in a dynamic environment'4. Receént management

support approaches like balanced score card is aimed at pﬂ)@g.\a broader view of

organizational performance. QQ‘)&%

Information technology plays a significant role in@'&\ing sector in Nigeria, especially in

the implementation of the cashless policy. It-ha\s\‘égome an integral part of the organizational

structure and strategic planning proc% anks, as it enables them to deliver banking

services online and in real-time @ all branches within the country and abroad. The

integration of the bank's s c":\ug, business processes, and strategies using specialized
S

sidered a vital part of performance management concept,

information technolé'é
leading to increﬁi evenue, improved services, expanding the customer base, and

minimizing%ost of operations.

The rian economy is in dire need of development, and banks are seen as a vehicle of
change for economic growth and development. To achieve this, banks need to utilize
information technology to deliver effective, efficient, and quality services that will drive
economic success. Information technology is the lifeline of banks in the financial sector,
promoting and facilitating the performance of banks and the economy. Therefore, it is crucial

to embrace information technology to drive economic growth and development.

11



This study aims to examine the impact of information technology on the performance of
banks in Nigeria. The need to study how the cashless policy, implemented with the aid of
technology, has impacted the performance of the banking industry and the Nigerian economy

is necessary to ensure continuous growth and development.
1.2 Statement of the Problem

The aim of any economy policies (fiscal or monetary policy) is to improve t}@}igasing
power of every individual and the society at large. Before the introducti .O&%ﬂess policy
by the Central Bank of Nigeria (CBN) in 2012, Our ﬁnanc institutions has been
characterized with so many issues, ranging from poor handhn %wal cash, high usage
of cash in doing business which affect the cost of ba&&%ﬁ operation, leakages, money
laundering and other financial related offence d&%%gh cash usage within our various
economic sector (private and government less policy as a technique of economic
management is to bring about sustain é@’nomlc growth and development as introduced
by the Central bank of Nigeria (C S not been fully operational in the country due to; 1)
high rate of illiteracy, ii) in- ate sensitization/education of the benefits of the cashless
3N

policy, and iii) in-ai;@

uters and Point on Sale (POS) machines) in some part of the country.

astructure (such as the provision of internet connections in

commercial area

Q

Apart fro&th physical challenges, economic data and indicators are not fully available and
reliab here is a great challenge in attempting to analyze the true impact of the cashless
policy on the economy of Nigeria as only few monetary and macro-economic indicators can
be traced with relation to the subject matter. Several scholars have attempted to analyze the
cashless system or e-banking. However, it becomes clear that few studies present a
comprehensive evaluation of cash-less banking implications in developing countries. Most

ignore the economic benefits of the equation while some do incomplete examination of its

12



negative implications. This is often due to unreliable panel data for monetary and macro-
economic indicators. Although, this study focuses on Nigeria Financial institutions, it is
difficult to translate cashless studies from one country to another. Even payments instruments
that look similar across countries on the surface may be different due to historical and legal

variations!2.

Monetary policy as a technique of economic management to bring about ’s;{@nable
economic growth and development through cashless policy and banking Jn@%&ed by the
Central bank of Nigeria (CBN) is not fully operational due to high rate of illiteracy, in-
adequate sensitization/education of the benefits of the cashlés@%?y, and in-adequate
logistics (such as the provision of internet connections.in c@nercial areas, computers and
Point on Sale (POS) Machines). Apart from the h@l challenges, economic data and
indicators are not fully available and reliable. e§

S

analyze the true impact of the cashless@cﬂ\y on the economy of Nigeria as only few

is a great challenge in attempting to

monetary and macroeconomic indicq@tan be traced with relation to the subject matter.
Several scholars have attemptéi\t@analyze the cashless system or e-banking. However, it
becomes clear that few %&s‘sﬂpresent a comprehensive evaluation of cash-less banking
implications in dev@ countries. Most ignore its economic benefits of the equation while
some do in‘%@e examination of its negative implications. This is often due to unreliable
panel datasfor” monetary and macroeconomic indicators. Although, this study focuses on
Nig&t is difficult to translate cashless studies from one country to another. Even
payments instruments that look similar across countries on the surface may be different due

to historical and legal variations!2.

The banking sector has undergone significant changes in recent years, with information

technology playing an increasingly important role in driving efficiency, competitiveness, and
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customer satisfaction. However, despite the adoption of information technology in banking
sectors today, some of its objectives have not been fully realized, and many users are not
fully satisfied with the services offered by banks. This gap between the potential of
information technology and its actual impact on banking operations has created a need for
further research into the impact of technology on bank performance in Nigeria. One area of
particular interest is the impact of the cashless policy on the performance (zf financial
institutions in Nigeria. The cashless policy was introduced in Nigeria in 2012 w@ib& aim of
reducing the amount of physical cash in circulation, promoting the use . &?ﬁ@ic payment
systems, and improving the efficiency of financial transactions. Wl&hesre is some evidence
to suggest that the cashless policy has had a positive impact OKQ%Nigerian economy, there
is a need for further research to explore the extent to @ this policy has impacted the
performance of individual banks and their contf@ to the overall performance of the
Nigerian economy. By examining the imp @y cashless policy on bank performance in
Nigeria, this study aims to provide insi%s' 0 how information technology can be leveraged
to promote growth and proﬁt%@he banking sector, and ultimately contribute to the

development of the Nigeriago'rylomy.

1.3 Aim and Obje@e)g the Study

The main ‘6%1% of the study is to examine the bankers cashless policy and economic

perf@g in Nigeria. The specific objectives of the study are to:

i. examine the effect of cashless policy on the performance of banks in Nigeria

ii. investigate the effect of cashless policy on the performance of Nigerian economy
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1.4 Research Questions
This study seeks to provide answers to the following questions:
1. What has been the effect of cashless policy on the performance of banks in Nigeria?

2. What is the effect of cashless policy in the overall performance of the Nigerian economy?

1.5 Hypotheses &
This study seeks to test the following hypothesis in course of the researe‘%\qo

[ ) ”
Hol: There is no significant relationship between cashless polic%\%erformance banks in
Nigeria QQ}&

Ho2: Cashless policy has no significant effect on the performance of Nigerian economy

1.6 Significance of the Study ( \) ﬂ
es

The study on the effect of cas@y on the performance of banks and the economy in

Nigeria is significant as it p ovi\d s valuable insights into the implications of the policy on
financial institutions n@onomy of Nigeria. By examining economic indicators such as
GDP and moneta&ggcy variables, the study will determine the effect of the cashless policy
on the Nig‘%@conomy The study will also identify the challenges and prospects of the
polie@%ing stakeholders to address these effectively by implementing policies that will

enhance the economy of Nigeria.

Moreover, the research work will justify the application of information technology in banking
services delivery as it leads to profitability of banks. It will help to identify the reasons why
banks have to adopt modern banking such as e-banking and as such, identify the problems

arising from the operational system of commercial banks in Nigeria. This knowledge will
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assist management of banks to appreciate the importance and use of information technology

to achieve overall efficiency and effectiveness in operation.

The study will also contribute to existing literature by identifying the major barriers to the
adoption of this innovation in banking operations in Nigeria and suggesting ways to address
them. It will serve as a valuable tool for students, academic institutions, and individuals
seeking to understand the impact and relevance of information technology in tﬁe{@erian

banking sector. Overall, the study will contribute to sustainable growth and t% hievement

&

This study aims to examine the effect of financial t cl@gy tools on the cashless policy in

of goals in the Nigerian banking industry and economy.

1.7 Scope of the Study

Nigeria. The focus of the study is on variables su s mobile banking, ATMs, POS, and
internet banking. The study will use timéj%ﬁ uarterly data from 2009 to 2020, which
aggregates the values of transactions @ed out by these financial technology tools in the
banking industry in Nigeria. Tﬂ%&érmance of the banks in Nigeria will also be examined

using the bank market ind &'measure.
1.8 Limitation ogih'gludy

The fact that\this study was required to be carried out simultaneously alongside the other
acad@ activities limits the researcher from rigorously carrying out the research. The
researcher was also constraints with time which was too limited to allow for detailed and

much more detailed research work. Finance was also part of the research constraints.

16



1.9 Operational Definition of Terms

Automated Teller Machine (ATM): is an electronic banking outlet that allows customers to
perform financial transactions without the need for a human teller or cashier. ATMs are
typically used for withdrawing cash, depositing checks or cash, checking account balances,

transferring money between accounts, and other banking-related activities.

A
ctives.

Bank Performance: refers to the ability of a bank to meet its financial goals a%

This can be measured by various financial indicators such as proﬁta‘b"@@idity, asset

.\

quality, efficiency, bank market index and solvency. A bank's perfc%lnce is closely tied to
ervice, and generate

its ability to effectively manage risks, provide quality cu@r

sustainable revenue and profits. Factors that can impact b&&erformance include economic

conditions, regulatory changes, competition, and td@ical advancements.

Bank Market Index (BMI): is a measureé)ﬁlg\%rall performance of the banking industry,
usually based on the performance of ¢%%ﬁtcted group of banks or financial institutions. It is
an aggregate indicator that tr@ performance of the banking sector over time, using
various financial metrics suéh\a$ profitability, liquidity, asset quality, and capitalization. The

index is typically used nchmark for investors and analysts to compare the performance

of individualéa@)\ér financial institutions against the overall market trend.

Cas %licy: refers to a government or central bank policy that aims to reduce the use of
phys?:ash in the economy and promote electronic transactions through various electronic
payment channels such as credit/debit cards, mobile banking, internet banking, and other
electronic payment systems. The goal is to improve efficiency, reduce costs associated with

cash handling, promote financial inclusion, and combat corruption and money laundering.

17



Economic Performance: refers to the overall health and strength of a country's economy as
measured by various indicators, such as gross domestic product (GDP), employment rate,
inflation rate, trade balance, and others. It reflects the ability of an economy to produce goods
and services, create jobs, generate income, and ensure sustainable growth over time. High
economic performance is usually associated with increased living standards, improved social
Qe

Electronic Banking: refers to the use of electronic and telecommunica.tic@%)hnologies,

welfare, and greater economic stability.

such as computers, mobile devices, and the internet, to carry out finan ransactions and
banking activities. It includes services such as mobile bankﬂ@a?net banking, ATM
transactions, point of sale (POS) transactions, electroni& é&is transfer, and online bill

payments. Electronic banking provides customers@% nvenient and efficient access to

their accounts and allows banks to provide servigto ustomers anytime, anywhere.
Internet Banking: also known as on% king or web banking, refers to the use of the

internet or a mobile device to co@b‘various banking transactions and services, such as

'}

account inquiries, money t&jer , bill payments, and online loan applications. Customers
can access their bani a@s nytime, anywhere through a secure online platform provided

by their bank. Internét"banking is a convenient and efficient way to manage one's finances

without theﬂ%to visit a physical bank branch

Q

Mobi anking: refers to the provision of financial services to customers via mobile
devices such as smartphones or tablets. These services include, but are not limited to,
checking account balances, transferring funds, paying bills, and making deposits or
withdrawals. Mobile banking is typically provided by banks or other financial institutions

through a mobile app

18



Point of Sale Terminal (POS): is a system that allows merchants to process transactions for
goods or services. A POS system typically includes a device or terminal, which can be a
physical device or a software application, and it connects to a payment processor or gateway
to authorize and process payments. POS systems can accept various payment methods,
including credit and debit cards, mobile payments, and other electronic payment options.
They also provide features such as inventory management, sales reporting, ang %u&tomer
relationship management. Q’(\
0
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Chapter Two
Literature Review

This chapter presents a discussion of past literature on cashless policy and the performance
on banks and the economy by discussing relevant concepts, theories and findings from past

studies. A summary of gaps and the framework for the study was also presented.

&

2.1 Conceptual Review . QO

2.1.1 Cashless Economy %
. \ ‘

The evolution of money and its role in economic activity@h%% een significant over the
centuries. From barter economies to the emergence of %&@money in the form of notes and
coins, money has evolved to minimize the friction Of transaction costs involved in mediating
exchange. However, there has been a shj .Qor electronic money, which is difficult to
define as it blends technological and ec@mic characteristics. Electronic money is defined as
an electronic store of monetary v on a technical device that may be widely used for
making payments to under@%ngs other than the issuer without necessarily involving bank
accounts in the tra@cj but acting as a prepaid bearer instrument. This shift towards
notes and

electronic m neé‘has led to the emergence of cashless economies, wherein there exist no
cot

issued by central banks but by private financial institutions'.

In Nig?ia, as in many developing countries, cash is the main mode of payment and a large
percentage of the population is unbanked, making the economy heavily cash-based. However,
the cost of cash to the Nigerian financial system is high and increasing, with the cost very
close to fifty million naira in 20082 The cashless policy of the Central Bank of Nigeria is
designed to provide mobile payment services, break down the traditional barriers hindering

financial inclusion of millions of Nigerians, and bring low-cost, secure, and convenient
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financial services to urban, semi-urban, and rural services across the country. Nigeria has up
to seven different electronic payment channels, including Automated Teller Machine (ATM),
Point of Sales terminals, mobile voice, web, inter-bank, intra-bank, and kiosks. These e-
payment initiatives in Nigeria have been stimulated by improvements in technology and

infrastructure, and indigenous firms have undertaken them?.

Electronic banking is a compound word that comprises two words "electronic" and @king"
were electronic is defined according to the Oxford university press diction, anything
carried out through a computer especially over a network and bank is defined as a
financial institution saddled with the responsibility of carrying ‘q@x:ping operations, and
channeling of funds from surplus spending unit to the deﬁci@&nding units of an economy.

Electronic banking (e-Banking) involves the use % internet to perform various banking

transactions*.
L ] @

E-Banking is also referred to as El%@ fund transfer and it is a process whereby
information and other banking serv@%an be carried out by a customer through the internet’,
electronic banking involves riv})qhe banks immediate and future goals through the use of
information technolo %lves carrying out banking business electronically. E-Banking
involves deliveri ka new and traditional products or services to bank customers
automatica’f%kgis a system which allows individuals, businesses and even financial
insti@gtransact business or obtain information on products or services through the
internet’. E-Banking involves providing services and information for customers electronically.
Some of the services which are offered through E-Banking includes; balance inquiry,

payment of bills, transfer of funds etc. these are the basic services that are offered by banks>.

Encouraging a payment system that is secure, convenient, and affordable is a key element in

the development of a national economy. Many developed countries are moving away from
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traditional payment methods towards electronic ones, such as payment cards, mobile phones,
and point-of-sale terminals. Nigeria, like many other developing countries, relies heavily on
cash payments, with a large percentage of its population unbanked. However, the cost of cash
to the Nigerian financial system is high and increasing, making the move towards a cashless
economy essential. The unbanked population in Nigeria also contributes to the heavy reliance
on cash, making it difficult to achieve financial inclusion. To address these challer(mgs, the
Central Bank of Nigeria has implemented a cashless policy designed to prq’ﬁ} mobile
payment services and increase financial inclusion for millions of Ni e. a he Central
Bank of Nigeria's cashless policy aims to minimize the use of. ph 'ca]s cash by providing
alternative channels for making payments, such as autom@'\éller machines (ATMs),
mobile payments, and web payments. This policy is'@ned to break down traditional

barriers hindering financial inclusion and bring -'%t, secure, and convenient financial

services to urban, semi-urban, and rural arei§ @)coumr}ﬂ )

E-banking services have become glq@' popular, but they are still not widely adopted in
developing countries like Nigeﬁe.»%%wever, with technological breakthroughs and product
designs, e-banking has tential to transform banking services and drive economic
growth?. The use O%Qtemet, mobile devices, and other electronic payment channels has
led to the e @)\cﬁ of e-banking services in Nigeria. Indigenous firms have undertaken e-
payment @ti tives stimulated by improvements in technology and infrastructure. The
ado;@ of e-banking services in Nigeria has the potential to significantly reduce the cost of
cash transactions, increase financial inclusion, and improve the efficiency and security of the
banking system. The cashless policy, combined with e-banking services, has the potential to
revolutionize the Nigerian banking industry, making it more accessible, efficient, and secure

for all®.
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The Central Bank of Nigeria (CBN) in 2011 released a circular on the introduction of
‘cashless’ policy which sets cash deposit and withdrawal limits. That the country would from
June 11 2012 join the committee of nations that embrace the electronic means of payment and
limit the use of cash to the very barest. The apex bank has also gone ahead to assert that the
commencement of its “cashless policy” for cities such as Lagos, Abuja and Port Harcourt to
demonstrate the CBN’s seriousness about the policy which has generated huge clebate from
Nigerians®. While the apex bank is of the view that the cashless policy is the wa@i}f‘pin line
with global trends, many Nigerians both informed and uninformed .\&%gent views
about the policy*. The Governor of the central bank of Nigeria (.CB is\of the view that the
electronic means of payment is the vogue throughout the worlc&@tressed that the policy, if
allowed to succeed, would save the country huge resouh’é\b&uch as cost of printing cash and
its transportation from the mint to the length and b@'%fthe country. That such fund could

be diverted to other pressing national needtb}ﬁ@g the use of cash is attributed to corruption

problem in Nigeria®. t

To show that CBN means busi%@cg‘t the policy, it has gone ahead to license six Payment
Terminal Service Provide ﬂ;}"gPs) to support and maintain Point-of-Sale (POS) terminals.
This step is a bold @nﬁstration that the apex bank is determined to see this policy work.
The bank h l@ﬁtarted the policy in Lagos early 2012. The licensed PTSPs are ITEX,
Value C@, TOP, Paymaster, Citi Serve and Easy Fuel, which is focused on the
downstteam sector. CBN also moved a step further by assuring Lagos residents that there
would be no need for a separate POS terminal for each type of card scheme, as all terminals
would be equipped to accept payments for any type of card. The cards in the scheme are;
Verve, Genesis, Master Card, Visa, etc’. The success of this policy requires the increased use
of alternative payment systems including e-banking. Electronic banking is defined as the

provision of banking services to customers through the internet®. Services offered by banks
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using the internet include: Mobile banking (M-banking), video banking, fund transfers, e-

payments and ATM cards. Of these entire e-banking services banks offer, ATM is by far the

most popular in Nigeria. However, technological advancement keeps broadening the frontier

of possibilities in all human endeavours and thus more e-banking services are being

developed and introduced. As at today, all the deposit money banks in Nigeria offer e-
AL
N

Electronic banking and the introduction of the cashless economy is Qne%‘ has been

banking services!?.

discussed in literature as found in the 3'pure credit economy where, moneta pohcy without
money"’. These studies considered the case of the cashless eb@rﬂand the connection
between the flows of investor demand as measured by mo@&ﬁnts in the demand deposits
and the real sector and this is further witnessed in ;@study where is was suggested that
money does not really matter in the determln f price movements in any economy,

hence inflation and that economy can gro(}wut cash as the money base is not relevant for

manipulations in the price level whll®uanuty theorists claim otherwise®.

Apart from the monetary p@icaﬁons of the introduction of a cashless economy, some
'\

authors have investi&;@i

look to ascertainisg{ implications for transactions, regulations, costs to banking and non-

troduction of electronic banking and cashless economy with a

bank pubh‘%ﬁlowever most of these studies were centered on the comparatively more
adVQ)untries of the world which were the likely candidates for the so called e-
revolution given the standard of living, the peculiarity of their monetary policy issues and the

technological sophistication!!.

With the development of sophisticated forms of money also develops sophisticated forms of
financial crimes both at the public and private sectors’. Literature on e-banking and cashless

system of banking is one that is quite scanty in less developed countries like Nigeria and this
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may not be unconnected to the heavy presence of the informal sector in most dual developing
economies and the poor banking culture in the same!®. Hence, against this backdrop there is
the need to investigate the problems and prospects of electronic payment in cashless economy
of Nigeria. Cashless Banking Channels in Nigeria are; ATM; POS Terminals; Internet
Banking; Mobile Banking; NIP; NIBSS (Nigerian Interbank Settlement Scheme); and NEFT
Q°

Automated Teller Machines (ATMs): ATMs have revolutionized bankiné%érations in

(Nigeria Electronic Fund Transfer.

Nigeria, providing customers with convenient access to cash withdrawa lance inquiries,
fund/cash transfers, mobile phone credit recharge, and bill payrﬂ%g%}ces. The popularity
of ATMs in Nigeria is due to their ease of use, as they provi@wonvenient alternative to the
traditional method of queuing for extended periods i b@o carry out banking transactions.
ATMs have become a significant part of the Nigeriatr banking system, offering customers a
convenient and fast method of accessing@unds. This technology has brought about a
paradigm shift in the way Nigerian@duct banking transactions. Although ATMs have
several advantages, their expec pact on transforming Nigeria into a cashless economy
has not been fully realized" TMs have become a significant part of the Nigerian banking
system, offering C%Q’S a convenient and fast method of accessing their funds. This
technology%@ﬁght about a paradigm shift in the way Nigerians conduct banking

transacti(%

Nigeriadinto a cashless economy has not been fully realized'!.

though ATMs have several advantages, their expected impact on transforming

However, despite their popularity, ATMs have not had the expected impact in reducing the
amount of cash in circulation in the economy. Many Nigerians only use ATMs for cash
withdrawals, and are not aware of the additional services available on the machines. As a

result, depositors can easily withdraw cash from ATMs, leading to more cash in circulation in
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the economy!2. This lack of knowledge on the part of customers could be attributed to a lack
of education on the part of banks. It is important for banks to properly educate their
customers on the full range of services that ATMs can offer. With proper education,
customers can fully utilize the technology to conduct more transactions and reduce the
amount of cash in circulation in the economy!2. Another factor that limits the impact of
ATMs on transforming Nigeria into a cashless economy is the ease of cash with(.ira(w&l. The
easy availability of cash from ATMs makes it easier for customers to withdr%% spend
cash, thereby increasing the amount of cash in circulation. Bank .kt?@e steps to
discourage cash withdrawals by promoting other services that can p\erformed at ATMs,

such as cashless transactions!!. @

Additionally, electronic fraud has become a major i u@}l igeria, affecting the performance
of deposit money banks. ATMs have been targeted by fraudsters, who use skimming devices
and other techniques to steal custome@}\}n‘k account information. This has eroded
customers' trust in the banking sys@@nd deterred them from using electronic banking
services such as ATMs!'?2. TheNimplementation of security measures, such as the use of
biometric authentication, aped to mitigate this issue, but more needs to be done to
ensure the security@gctronic transactions. Customer satisfaction with ATM services is
also a conce igeria. While the convenience of ATMs is appreciated, customers have
reported @e such as long queues at ATM locations, frequent breakdowns of machines, and
insu&nt cash availability. Banks need to address these issues to improve the overall

experience for customers and promote the wider adoption of electronic banking services!.

Overall, the impact of ATMs on the performance of deposit money banks in Nigeria is a topic
of ongoing research and debate. While some studies suggest that electronic banking services,

including ATMs, have a positive impact on bank performance, others indicate that the impact
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is mixed or even negative. This may reflect the challenges facing the Nigerian banking
system, including high levels of non-performing loans, limited access to credit, and

regulatory challenges!*.

Point of Sale (POS) Terminals: A point of sale (POS) machine is an electronic device used
for payment of goods and services in Nigeria. It is widely used in various establishments such
as supermarkets, hotels, gas stations, and shops. The device is subject to a charg’e.@wn as
the Merchant Service Charge (MSC), which is paid by the trader. The ma&im@&al fee for
any POS transaction is 0.75% of the transaction value or N1,200.00'!. Four companies, PAX,
Bitel, Ingenico, and Verifone, have been endorsed by the industf’y@pg supply of Point-of-
Sale terminals, and they offer negotiated discounts and int@'»ves to customers. However,
parties can purchase POS terminals from any m%@ser as long as they meet the POS
specifications in the Point-of-Sale guidelines!' )ﬁ

Electronic banking has been found to l%e' \gniﬁcant effect on the growth and profitability
of deposit money banks in Nigeria@cbeported in several studies. In Nigeria, POS machines
have become increasingly p uiil ecause of their ease of use and convenience. They have
helped to reduce th %'@ash in transactions and provide a more efficient means of
payment. Despita\tii,) there are still challenges with the widespread adoption of POS
machines. G@me challenges is the lack of infrastructure and connectivity in some areas,
whi@@rs the deployment of POS machines. Another challenge is the high cost of
acquiring and maintaining POS machines, which limits the number of traders who can afford
to use them!>. The POS system has also played a significant role in Nigeria's effort to become
a cashless economy, reducing the need for cash transactions and promoting financial

inclusion. Its adoption has been encouraged by government policies and incentives, such as
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the Cash-Less Nigeria project, which seeks to reduce the amount of physical cash circulating

in the economy'?.

Overall, the POS system has proven to be a secure and convenient method of payment in
Nigeria, promoting financial inclusion and contributing to the growth and profitability of

deposit money banks. Its widespread adoption across various sectors of the economy is a

6\

Internet Banking: Internet banking, also known as e-banking, i ogy-drlven

testament to its effectiveness and reliability.

innovation that has transformed the banking sector in ngerla 1n cen years. It enables
customers to access banking services via the internet, making %wler and more convenient
to manage their accounts from anywhere in the woﬂd@q}ﬁigeria e-banking is gaining

traction due to the increasing availability of 1nte@1ces and the growing adoption of

digital devices such as smartphones and compm@

One of the key benefits of internet @g is that it provides customers with access to a
range of banking services at t ertlps. With e-banking, customers can easily perform
routine transactions such ctount transfers, balance inquiries, bill payments, and stop-
payment orders. T@ also apply for loans and credit cards online, as well as access a
wealth of i 1@ n about bank products and services. Furthermore, internet banking
enables 06‘[0 ers to perform these tasks at any time, day or night, from the comfort of their
homes“or offices. Additionally, internet banking allows customers to access their accounts
and perform transactions from anywhere in the world as long as they have an internet

connection'®.

Another benefit of internet banking is improved security. Online banking platforms are
highly secure, with multiple layers of authentication and encryption to protect customers'

personal and financial information. This has helped to reduce fraud and cybercrime in the
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Nigerian banking industry'#. Internet banking has also contributed to the efficiency of banks
in Nigeria by reducing the need for physical branches and tellers. This translates to
significant cost savings for banks, which can then be passed on to customers in the form of
lower fees and better interest rates. Moreover, e-banking reduces the risk of errors and fraud
associated with manual transactions, making it a safer and more secure way to conduct
Qe

However, there are also some challenges associated with internet banking in &%ﬁa. One of

banking activities!”.

the main challenges is poor internet connectivity in some areas, which c nder customers'
ability to access online banking services. Another challenge i$ %}0.1\( of awareness and
education about internet banking among some bank custor@y which can lead to security
breaches and fraud. Despite the numerous advan @G e-banking, there are also some
challenges associated with its adoption in Nigeri& ¢ of the major obstacles is the lack of
adequate infrastructure, particularly in m@\as, where internet connectivity and access to
digital devices are still limited. Addi?&';%iy, some customers may still be reluctant to adopt

e-banking due to concerns aboWecurity and reliability of online banking platforms!®.

Mobile Banking: @nkmg, also known as m-banking, is a wireless internet
application of ba {‘d\at combines internet and mobile phone communication for banking
activities. ‘l%mnovatlon offers customers services such as SMS Banking that provides
inst %cations about transactions, which helps them keep a watch on their accounts with

round-the-clock services and top-ups of mobile phone credits!’. Customers are also able to

perform other services such as account inquiries and request for a chequebook.

Mobile banking involves the use of mobile phones for the settlement of financial transactions,
and it allows customers to access banking and financial services through mobile

telecommunication devices. This fund transfer process between customers ensures that funds
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are available immediately for the beneficiary. Card infrastructure is used for the movement of
payment instructions, and secure SMS messaging is used to notify beneficiaries about the
receipt of funds'>. Mobile banking has become very popular in Nigeria, given its low
infrastructure requirements and the speedy penetration of mobile phones in the country.
Services covered by this product include account enquiry, funds transfer, recharge phones,
changing passwords, and bill payments. However, it is surprising to note that most customers
are yet to fully embrace mobile banking in Nigeria. In this regard, the apex bar@)ngside

other banks, are urged to increase awareness of the product to the SQ@ lace in the

country'?, ‘\%.\
The scope of services offered by mobile banking may inclu@cllities to conduct bank and

-

stock market transactions, administer accounts, andécjg@wustomized information. It allows
di

customers to access banking services through a

N

their homes, offices, etc. Services rende@\me include balance transfer, change of PIN,

ed telephone line from the comfort of

authorization of interbranch money @er, transaction alert (withdrawal or deposit), and
inquiry!®>. Mobile banking is Nost common of the tele-banking devices, and it allows
customers to transact b “business via phone. It can be used as an alternative to
traditional branch l@lﬂ% or in conjunction with it. Customers can access their accounts
using teleph e@\és as a link to the financial institution's computer center. Some of the
services x@ie ed here include account balance, transfer, and change of PIN!". However, this
prod&as also experienced low patronage as a result of inadequate awareness and
education of the customer on how to maximize the use of their phones to transact simple

banking operations.

NEFT (Nigeria Electronic Fund Transfer): NEFT is an electronic fund transfer system that

enables irrevocable payments to be made to third-party banks in Nigeria. Introduced in 2004,
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NEFT is commonly used for high-volume payments such as salaries and vendor payments.
Transactions are processed through scheduled batch clearing sessions on the NIBSS ACH
platform, which means that payments are not instantaneous'®. However, beneficiaries receive
same-day value for transactions posted before the clearing sessions. NEFT payments are

settled in two clearing cycles: same-day settlement for transactions received before clearing

N

To initiate an NEFT transfer, customers must first log in to their bank's i%%kt banking

sessions and next-day settlement for transactions received after clearing sessions?’.
°

platform using their ID and password. Then, they navigate to the fund transfer tab and select
"add beneficiary" for the receiver's bank. Next, they select tHe{@sf?ciary type, such as

CD

transfer to another bank, and enter the account number of tl@eneﬁciary before clicking on
send. The bank then debits the customer's accoun q@ re that the funds are set aside'®.
Finally, the customer's instruction, along with other customers' instructions, is sent to NIBSS
by the bank as an electronic file for onw@§ces5ing. NEFT offers a convenient way for
businesses and individuals to make é@volume payments without the need to physically
visit a bank. However, due to t@% clearing process, NEFT payments may not be suitable

for urgent transactions t ‘ksﬁﬁre immediate settlement. Overall, NEFT is a reliable and

efficient electronic @djgansfer system that has contributed to the growth of Nigeria's digital

onomymég\

ec
Nlﬂ@ant Payment (NIP): NIBSS Instant Payment (NIP) is an online real-time

interbank payment solution that offers immediate transfer of funds to the beneficiary. It was
established in 2011 by the Nigeria Interbank Settlement System and has since grown to
include all deposit money banks, microfinance banks (MFBs), and mobile money operators
(MMOs). NIP is an account number-based system that has been widely adopted in the

Nigerian financial industry due to its efficiency, convenience, and reduced payment risks!!.
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With NIP, customers enjoy the convenience of instant transfers, while corporate bodies
benefit from increased payment processing efficiency, liquidity, and reduced payment risks.
Financial institutions can also build services around NIP to meet their customers' dynamic

needs, particularly in the area of digital banking products'>.

Apart from using the internet to perform NIP and NEFT operations, customers can also visit
their banks and use funds transfer forms to signify NIP or NEFT as the chosen tré@ type.
While NIP has been valuable to all parties, there is still room for increasedq%&eness and

education to ensure that more customers and financial institutions can maximize its benefits.

2.1.1.1 The Central Bank of Nigeria and Cashless Policy %)\\‘
&

The Central Bank of Nigeria (CBN) was established in & o regulate the banking sector in
Nigeria. Prior to this, banking in Nigeria was u @ted and dominated by foreign banks,
which catered mainly to foreign interests@ has played a key role in regulating the
sector and has introduced various <@ies to strengthen it, including the 2004 bank
recapitalization exercise that @ed the minimum paid-up capital for banks to N25
billion!!. In recent years, t BN has also been promoting the cashless policy to reduce the
volume of physical@s@ rculation and encourage the use of electronic payment systems.
The policy ai sé\nhprove the payment system, reduce the cost of banking services, promote

financial @c sion, enhance monetary policy effectiveness, and curb the negative

conse ces of high cash usage??.

While the cashless policy has many benefits, there are also some challenges associated with
its implementation. These include infrastructural deficits, such as the inadequacy of payment
infrastructure and the poor state of the telecom industry, which can hinder the adoption of
electronic payment systems. There is also the issue of e-fraud, which has been on the rise

since the policy was introduced. In addition, some Nigerians have religious beliefs that
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conflict with the cashless policy, as they see it as a transition to the biblical prophecy of the
anti-Christ. Lack of real data and high charges associated with e-channels are also challenges

that need to be addressed!%!3.

In implementing the cashless policy, the CBN has put in place several measures to facilitate
the use of electronic payment systems, including the introduction of mobile banking, point-
of-sale terminals, and online banking. The use of cheques is also expected to’ s{@e, but
encashment of third-party cheques over the counter is prohibited. Bank draft ther bank

instruments are also being promoted for transactions not exceeding ¥10, million!%!%. These
. )\%'\

2.1.1.2 Workability of the Cashless Policy in Nigeria * QQ)

electronic banking tools are discussed as below.

Essentially, the regulatory framework for mob@tronic) payment services released by

the CBN imposes some restrictions on the@%é

For the unbanked, for instance, who @es only his name and phone number to carry out

f transactions a customer can do in a day.

transactions, the maximum lirnﬁﬁf%g, 000.00 and daily limit of 30, 000.00 are stipulated.
The semi-unbanked has a infum transaction limit of ¥10, 000.00 and daily limit of 3100,
000.00%. However@%e with the CBN’s Know Your Customer (KYC) policy; the
customer wo ldéxiequired to present his phone number, name, photograph and biometrics.
The third dgvek; which requires the customer to have a full bank account, allows a maximum
tran@n limit of 3100, 000.00 and daily limit of ¥1,000,000.00. For the customer to be
able to access his mobile money account there is a Personal Identification Number, (PIN)
which his mobile money operator requires him to enter just like the ATM card. It was hardly
surprising that at the take-off of the scheme, it was very obvious that it had many challenges
to contend with. On the eve of the take off, the CBN had announced that all charges

associated with the emerging payment system be suspended till the end of the first quarter of
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the year (i.e. 2012)>2%, That was primarily aimed at creating time for potential users of the
payment system to gain better understanding of how it works. Even after the pilot scheme had
taken off, most of the banks are yet to meet customers’ demand on the new payment systems.
For instance, there are reports of some banks being overwhelmed by demands for ATM cards.
Lack of awareness and education, poor infrastructure, and insecurity in the cyberspace are

issues that must be addressed to achieve penetration in the adoption of the cashless policy?*.

>

The low level of awareness and education on the payment system are respo.ns%%i)r the pilot
scheme being limited to Lagos. Although the licensing and estab@m\nt of payment
agencies will create jobs and new business opportunities, the‘]{&&i'\before the cashless
policy have raised concerns over how it is going to work. @pohcy, as beautiful as it is,
faces great challenges here in Nigeria. A few of the @enges are treated below. To begin
with, there are challenges associated with 1111tera /cOmputerization. As it is commonplace in
any developing country, the literacy rate 1®ery low in Nigeria especially in the Northern
part of the country. The business mq@men here prefer to keep their money in their own
vault while there are banks sca all over the country. Also, computer usage, skills and
knowledge of Nigerians e rr'ﬂong the educated is still poor. There is also the issue of lack
of trust and the @Qd Cheque Syndrome?. Trust is lacking in Nigeria’s business
environment: é\ﬁsult, business operatives believe in cash and carry business transactions.
The bou eque issue is a very common thing in Nigeria and as a result people place less
trustg[he use of cheques too. More so, Concerns have continued to trail the level of
‘pocket-friendliness’ of the policy on the common man. In recent times, the welfare of the

common man has become more relevant in Nigeria’s decision making process, unlike the

virtually complete neglect of the masses when decisions were taken in the past?>-°,
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The term, “anti-people” has also become mainstream language. With this development, the
welfare of the common man needs to be considered in policy formulation and implementation.
Many businesses in Nigeria make very little profit. In a very remarkable number of such
cases, transactions are made with huge sums of capital input in both financial and non-
financial terms, but the resultant profit is often disproportionate to the amount of capital
invested. Despite this, the common man continues to struggle to survive, desperat.ely holding

t@rges on

unto his lifeline in form of the very businesses he is involved in. This implies
exceeding the Five Hundred Thousand Naira (3500, 000.00) set by t . Q@ individual
accounts and the Three Million Naira (N3 million) limit set .for rporate accounts will
naturally eat deep into any businessman’s profit, and in some@ not only wipe out such
profit, but also dig into the financial capital as well, thﬂs&b}usmg gradual erosion of capital,
creating a new class of poor people in the cou@%s occurrence can be described as
“electronically-generated poverty” as the V@%mes through the application of electronic
.

process in deducting commissions fro usiness man’s account as well as through the

o5

ﬁsﬂt e poverty comes through the direct implementation of
policy?’. C)QQ

Apart from s@ﬁ people and money being transferred from one person to another for

non-usage of electronic substi‘%)e@‘ payment. The occurrence can also be described as

“policy generated poverty

transactic@ry reasons, money can be transferred for personal, non-business and non-
trans&nary reasons as well, by both business persons and non-business persons alike. The
price to pay for this is quite huge, as it will imply including the CBN’s charges in one’s
budget, when transferring money for very personal reasons. In other words, the banking
sector has a share of money (whether profits are made or not) in almost any transaction and

any transfer of money which one undertakes?®.
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It is easy to say that if people do not want to incur charges, then they must use electronic
means to effect payment. How many people know an iota about electronic means of payment?
Among those who are electronically-literate, how many of them are brave enough to
undertake this process, going by the huge loss of money due to fraud, encountered by some
who have dared to do this in the past? Among the brave who have dared to undertake this
process, how many of them can be careful enough to ensure they do not lose the.ir media of
cash holding, such as debit cards and credit cards or lose the privacy of t@ersonal
Identification Number (PIN) to even someone as close as a family me b. , needs just
those few numbers to wreck havoc on the holder’s bank accoqnt? do not need to be
stolen before being known by another person®. A good numbex%\%ple willingly hand over
their PINs to others, literally begging such recipients to 'a@%ﬁem in effecting the use of the

PINs, as they, the PIN holders, are often not technelogically exposed or savvy enough to use

the PINs or otherwise seriously engaged at : @gg period. It goes without saying therefore

that in addition to the probability of wi@ the poverty gap and increasing the incidence of
poverty in the country, other c% to the success of the cashless policy are ICT literacy,
conviction of service saft '}and greater client exposure to fraud as a result of
service/instructiona @%eeking from third parties, and also, of entrusting the individual

with all his moné&gw ich he or she prefers to entrust to the care and safe-keeping of the

Q
bank3°. ‘%

Q

Functiomality also comes into question. Many Automated Teller Machines (ATMs) do not
function at all times. Either the bank complains of no network service, no electricity power
and in some cases, no money in the machines. This short-circuits the customer’s intention of
using some of the available means of electronic-based transactions. Resorting to physical,
over-the-counter means of financial payment attracts charges for the customer who will be, in

essence, paying dearly for the inefficiency of the system. The cashless policy can however,
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promote the wide application of technology-enhanced business such as e-business and related
web, internet and mobile phone/communication based businesses, but this will benefit only a
limited number of people, as the vast majority of the populace are not endowed with such
skills of using technological applications for business, and are either not yet ready to acquire
such skills, or are not even in a position to acquire such skills. Despite these setbacks, the e-

business community and other virtual platforms of transaction will undoubtedly receive a

2.1.2 Bank Performance s .

. "
In recent years, there has been a growing trend towards cas \énsactions in Nigeria,

boost with the introduction of the cashless policy, no matter how little*!.

driven by the government's cashless policy aimed at redu&@ne use of cash and promoting
electronic payment systems. The policy has had @ant impact on the banking sector,
which has been at the forefront of implemeﬂ\(é)electronic payment systems to meet the

demands of customers®2. This calls for %ga‘/ of the performance of the banks in Nigeria.

>

Bank performance refers to the%@ of a bank to achieve its objectives, deliver satisfactory
services to customers, and fate returns for shareholders. It is a multidimensional concept
that reflects the ﬁ@h Ith and overall management of a bank. Several factors affect
bank perfor n@\hcluding internal factors such as management quality, governance, and
risk mar%e nt practices, as well as external factors such as economic conditions,
regu@r environment, and competition. For instance, an efficient management team,
effective risk management practices, and a sound corporate governance structure can
positively impact bank performance. Similarly, changes in interest rates, inflation, and the

overall economic growth can also affect bank performance*.

The measurement of bank performance is crucial for various stakeholders, including investors,

regulators, and customers. Investors use bank performance indicators to evaluate the bank's
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financial health and potential for growth, while regulators use these indicators to assess the
bank's compliance with regulatory requirements. Customers, on the other hand, use bank
performance indicators to evaluate the bank's reliability and trustworthiness. The
performance of Banks can be measured through various financial and non-financial indicators
such as profitability, liquidity, asset quality, efficiency, customer satisfaction, and market
index!2. Profitability is a critical factor that measures bank performance as it iI}dicates the
ability of a bank to generate income from its operations, cover its costs, and p@'& returns
to shareholders. Factors that influence profitability include intere .'Tg,Ocredit risk,
operational efficiency, and market competition. Liquidity is a.not c§sential factor as it
measures the ability of a bank to meet its short-term obligati@id fund its operations. A
bank with adequate liquidity is better positioned to respé@ unexpected shocks and support
economic growth!>. Asset quality measures the qlﬁ@%a bank's loan portfolio and reflects
the level of credit risk. A high level of nons< %&ying loans can negatively impact a bank's
financial stability and profitability. E%;Qy is another crucial factor as it measures the
ability of a bank to generate i%@%ative to its operating expenses. A bank that operates

efficiently can reduce costs %di%nprove profitability®.

Bank market indic@ used to measure the performance of a group of bank stocks,
providing %@ with an overall view of the performance of the banking industry. The
most commmonly used types are price-weighted indices and market capitalization-weighted
indi& hey play an important role in the banking industry, providing a measure of the
overall health of the industry and serving as a benchmark for evaluating the financial
performance of individual banks. Investors use bank market indices to assess the performance
of the banking sector and make investment decisions, while banks use them to evaluate their
own performance and for comparison with their competition®*. Customer satisfaction is an

essential non-financial indicator of bank performance as it reflects the level of customer
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experience and loyalty. Satisfied customers are more likely to remain loyal and refer other
customers to the bank. Market share measures the size of a bank's customer base and its
position relative to its competitors. A bank with a higher market share is better positioned to

attract more customers and generate more income?*,

In Nigeria, the performance of banks has been the subject of several studies, as the country
has implemented various policies aimed at promoting a cashless economy and’ @ncing
financial inclusion. Some of these policies include the introduction of de@%ﬁ payment
systems, such as mobile banking, online banking, and point-of-sale terminals. Studies have
shown that the adoption of these policies has positively impq@gnk performance in

Nigeria, leading to increased efficiency, profitability, and cus@\er satisfaction?>-26,

However, some challenges still exist, such as th@r adequate infrastructure, the high
cost of electronic payment systems, and the-h\\gtég availability of financial services in rural
areas. Addressing these challenges % collaboration between various stakeholders,

including the government, regulato@hks, and other financial institutions.

N

2.1.2.1 Brief History of Bahking Industry in Nigeria

The business of mo@Qn ing was started in Nigeria in 1892 by the British West Africa to
which the S @-Bank of Nigeria Limited, now First Bank of Nigeria Plc, is a successor
bank. Prié%%& there were all kinds of speculative investors who started mushroom
banksgNigeria. About 1925, Barclays Bank acquired the Colonial Bank and opened a
branch in Lagos. The National Bank of Nigeria Limited was established in 1933 while the
African Continental Bank Limited came into being in 1947. The United Bank for Africa
Limited was established initially as the British and French Bank in 1947 soon after the
Second World War and took on its present name in 1961, while the Bank of the North was

established in 1961. Most of the banks operated in Nigeria at this period were incorporated
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abroad, and only came to do business in Nigeria, and as such, were basically foreign
companies to register in Nigeria. All the other commercial and co-operative banks were
established in the late sixties or early seventies, all of them being wholly owned by Nigerian
Institutions and individuals. Basically their activities centre on commercial banking relating

to the financing of exports and imports and not much on industries>-*,

The business of merchant banking did not come into being in any meaningful form K 1961,
when an outpost was opened in Nigeria by Hill, Samuel & Company, a L@%& Kingdom
Merchant Bank, under the name Philip Hill Limited. This same year,\John Holt Limited
operated a kind of finance firm in Nigeria around 1961 ufi @}9 name of Nigerian
Acceptances. The two companies later merged under the r@&, Nigerian Acceptances in
1969. In August 1973, United Dominions Corpor gerla) Limited, a wholly owned
subsidiary of UDT International which is in tu ﬁy owned by United Dominions Trust
Limited, a hire purchases company, rece@\pproval to convert its hire purchase business
into that of merchant banking in z@to avert the contravention of the hire purchase
regulations of 1968. In 1975, twerian Industrial Development Bank Limited transformed
ICON Securities into IQ@\ﬂmited (Merchant Bankers). As a result of the Nigerian
Enterprises Promot@ of 1977, the City Bank went into voluntary liquidation and since
then there w @Merchant Banks in Nigeria until recently, (especially in the 1990s), when
new onemer opened. The number of banks in Nigeria as at June 2004 was 89. However,

merger;and acquisitions through consolidation and recapitalization trimmed down the

number from 89 to 25 in January 20063637,
2.1.2.2 Size of the Bank

In the banking industry, bank size (Log of Total Assets) is typically used to measure possible

economies of scale or diseconomies of scale. Depending on the size of the financial
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institution, this variable adjusts for cost variations in product and risk diversification. If there
are large economies of scale, the first element might result in a positive association between
size and bank profitability. The second, however, could be detrimental if it causes lower
credit risk and hence lower returns®®3°. However, according to some studies, the banking
firm's size can be increased to reduce marginal costs, particularly when markets expand*®-4:42,
Up to a certain point, an expanding bank's size may have a favorable effect on p.roﬁtability.

Beyond this limit, size may have a detrimental impact for bureaucratic and otheré;\'ws. Asa

result, one can anticipate that the size-profitability relationship is non-lip%f\qo

The cost of delegating (as a corporation grows, so does its hieratg@)pureaucracy), so also
the huge firm's growing inability to recreate the powerful in&@yes of the residual income of
an owner entrepreneur, serve as the firm's size limi r@is is due in part to the fact that a
large firm's existence is more secure and les gnden‘[ on the decisions of any one
individual, as well as the fact that intewe@'\‘i\‘gh s from a firm's center typically come with
some type of income insurance to Qs&%’up for the reduced responsibility, which reduces

incentives*. Larger enterprises«saeggund in wealthier nations or those with greater human

capital averages. Thus, sitive correlation exists between firm size and economic
development*, < Q)
The size o matters in terms of how profitable banks are. As it absorbs unexpected

loss@ases banks capital base, and additionally used to enhance future performance by
reinvestment of the retained earnings, the first bank's ability to sustain profits over time
remains its principal line of defense*. When economies of scale are taken into account, bank
size significantly influences the prediction of financial performance. A bank can increase
efficiency, capital base, and market share while leveraging average cost per unit

reduction®®. A larger bank is more effective in making strategic decisions and has greater
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sway over its stakeholders, rivals, and efficiency. It is also more profitable than a small
bank?%. The distinctiveness of a bank's size in terms of assets, capital, deposits, and loans has
an impact on the caliber of judgments made on the activities that a bank undertakes, which in

turn has an effect on the soundness of financial performance?.

In the banking industry, economies and diseconomies of scale are measured by a bank's size.
The logarithm of a bank's total assets is used to calculate its size. When scale ecdq@es are
taken into account, the size of the bank significantly influences the proﬁtabié%éstimate. A
bank can increase efficiency, capital base, and market share while leverags \Verage cost per
unit reduction. A larger bank is more effective in making stratég%g\cisions since it has
greater sway over its stakeholders, rivals, efficiency, and tability in comparison to a
smaller bank*’. The uniqueness of a bank's size in te ssets, capital, deposits, and loans

has an effect on the quality of judgments made -abotrt the activities that a bank undertakes,

which ultimately has an effect on the strer@l}}‘mancial performance®.

Q>

A bank's size can be broken down @‘Wo categories: vertical for activities and products, or
horizontal for the distributio 02 a’good or service among numerous companies. As a result,
there is a perplexi g&%ending discussion over the ideal bank size, managerial
complexity, and a\piigres related to activity ranges. Larger banks participate increasingly in
market ope%: that are apart from their regular lending, which has recently increased and
eprgniﬁcantly”. The developed world's paradigm change in activity has called for
restrictions to lessen bank size exposure. As a result, larger banks frequently engage in more
market-based operations, have lower capital bases, and are more sophisticated than small
banks?"’. However, failures of larger banks typically have a greater effect on the banking

system than failures of smaller banks*’.
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The number of branches, capital base, number of client deposits, loans, and advances were
utilized as the main factors in the study to determine the effect of bank size on the financial
performance of Kenyan banks throughout the period of 2012 to 2016. A study shown that
there is a correlation between bank size and financial performance, and larger banks have

greater ROA than medium-sized and small banks>!.

Economies and diseconomies of scale associated to size are accounted for by baﬁ]@e as a
company property. As a financial firm gets bigger, economies of scale gép (usually
measured by its total sales). Due to increased efficiency and the distiibution of a higher
volume of output over the business's fixed costs, the cost of p‘fg@f;ﬁ per unit of output
tends to decrease when a smaller firm evolves into a lar e@se 2, Larger banks appear to
generate less profit than smaller ones, according to t].@from Tunisia and Hong Kong. It

demonstrates that banks with a significant retail it-taking network may not always enjoy

a cost advantage™. (j\\‘

The literature has employed bank@'as a performance indicator®*. According to several
other studies, bank size and (%eo capital are closely associated, and relatively large banks
with a strong deposi @more likely to raise capital from the public at a lower cost.
Higher capital is bq:}ifgry for a bank to survive and function well, but the impact that capital
has on a bf%slze varies because having more capital, deposits, credits, or total assets does
not e that a bank will perform more profitably in the long run®. One of the crucial
factors influencing how well DMBs operate is bank size. The bank's total assets function as a
proxy for its size. Generally speaking, optimistic projections are made for the impact of bank
size on profitability>®. The market share and power of a larger bank are greater in terms of

clients and investment volume. The size of the bank is typically used to measure possible

scale economies or diseconomies in the banking industry. Performance and bank size are
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strongly positively correlated®’. Additionally, the study's findings show that a bank's size has

a favorable impact on its profitability>’.

Bank size has an effect on its everyday operations®®. The extent of risk that the bank's
partners are exposed to is determined by its size, all other things being equal. Larger banks
are more likely to get their debts returned than smaller banks since they have more resources
to support themselves even during periods of economic crisis. It is determined thét@e isa
direct correlation between a bank's size and its profits'®. Big banks are ther%’ extremely

>

profitable since they lower the cost of generating capital.

. "
A banking institution's performance is significantly inﬂuence}{@v\fs ability to attract new
clients, keep existing ones, and manage its assets anﬂ@oilities to maximize profits.
Furthermore, it has been argued that the size of th@%on, asset management, operational
efficiency, and capital adequacy are al \Q%ents that enhance a bank's financial
performance?!. It is sufficient to state t&gn&s that met the benchmark for the 2004 capital
reform are not comparable in size @hks that did not, as mentioned by, in terms of assets
and deposit liabilities?3. Larg r%gs are able to diversify their commercial operations, which
lowers risks and ena e@ function with less capital and less steady funding, which can
improve their mae{)i!c’:tivity. In comparison to other small banks, large banks are able to
operate in ﬁ@ diverse market sector, giving them a competitive edge in market activities
that@gcessitate incurring fairly high fixed costs but with the confidence that the bank
will experience economies of scale. Market-based activities may result in unstable funding

and increasing leverage because securities may be used as collateral in repos™2.

Therefore, profitability is a function of both internal and external factors, including
ownership, stock market development, market concentration, and other macroeconomic

factors, as well as internal factors that are primarily subjective by a bank's management
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decisions and policy objectives, such as the level of liquidity, provisioning policy, capital
adequacy, expense management, and bank size. However, banks with adequate capital make
more money than those with inadequate capital??. Highly capitalized banks are less likely to
experience insolvency and need less outside funding, particularly in emerging economies
where it is challenging to obtain external borrowing. The size of each bank is determined in
QP

Whether bank size maximizes banks' earnings is one of the key questions g%red in the

this study using a log of its total assets at the conclusion of the accounting year.

literature. Numerous empirical findings supported the notion that size plays a role in
determining bank profitability after the relationship between® @gad profitability was
examined in some earlier studies. Different findings have@en found after studying the
literature on the connection between bank profita %)@d size. Size and profitability have

been found to significantly positively correlat authors' earlier studies. Additionally,

studies indicated that the size of the ban@ looked into had a beneficial effect on their
profitability>2. Prior research on the @@V of bank size on profitability primarily supported
the notion that large banks canMe%efrom economies of scale that lower costs. Larger banks
are more profitable than s ‘Asr'bnes, according to this efficiency theory, since economies of
scale result in an in@%n operational efficiency. By entering markets that small banks are

unable to rea ,@ge banks may also benefit from scope economies (lower risks and product
diversiﬁc@)n L

Studies that looked at large banks' economies of scale also discovered diseconomies for them
or economies of scale for smaller banks?’. Particularly, only the smallest banks in Europe
showed economies of scale, while the biggest ones showed diseconomies of scale®.

According to some academics, banks could cut expenses by growing in size, but on the other

side, banks might have a wide range of inefficiencies. Smaller banks may therefore be more
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successful than larger ones?®. These studies suggest that the size of large banks may suggest a
negative association between size and profitability, which is brought on by management
expenses for very large businesses, administrative overhead, and agency expenses?.
Additionally, several researches supported the idea that profits and bank size are negatively
correlated, with larger banks achieving lower levels of profitability than smaller ones'.
QA

Economic performance is a crucial indicator of a country's overall econo%ﬂealth, and

2.1.3 Economic Performance

economic growth is one of the most commonly used measures to evaluate it. In the case of
Nigeria, the country has experienced fluctuations in economic gr@o.\\/er the years due to
various factors, including its reliance on oil exports and do@ﬁc political instability®*. The
cashless policy was introduced in Nigeria in 201 a@neans of reducing the amount of
physical cash in circulation and promoting elec&u payment systems. The policy aims to
increase the efficiency of payment trans@ﬁms and reduce the costs associated with cash
handling, such as security and tranqué%n costs®3. This policy was expected to increase the

efficiency of the payment sy%reduce the cost of transactions, and promote financial

inclusion and contribute @o’ﬁomic growth by increasing financial inclusion, improving

transparency, and b@ tax revenue.

Studies ha@wn mixed results on the impact of the cashless policy on Nigeria's economic
perf@g. While some studies have found that the policy has had a positive impact on the
economy, others have found the opposite. One of the main challenges faced by the policy is
the low level of financial inclusion in Nigeria, which makes it difficult for many Nigerians to
access electronic payment systems. The cashless policy has had both positive and negative
impacts on the Nigerian economy. On the positive side, the policy has led to an increase in

the use of electronic payment channels such as mobile banking, online banking, and card
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payments. This has resulted in a reduction in the cost of transactions, increased efficiency of
the payment system, and improved financial inclusion. The policy has also helped to reduce
the incidence of cash-related crimes such as armed robbery and money laundering. On the
negative side, the policy has faced challenges such as resistance from some members of the
public who prefer cash transactions and the high cost of electronic payment infrastructure.
Additionally, the policy has been criticized for having a negative impact on t}.le informal

sector, which relies heavily on cash transactions. Q}i\

Another significant challenge is the low level of trust in the financial syg%which has led to
a reluctance among many Nigerians to embrace electronic payﬂq@s{éms fully. There are
also concerns about the high cost of transactions associated wi %ectronic payment systems,
which may be prohibitive for many Nigerians®. In eu@of its impact on economic growth,
the cashless policy has been seen to have mixed, results. On one hand, the policy has been
credited with promoting financial inclusi@\ich can help to increase economic growth by
providing access to credit and other f@ial services. On the other hand, the policy has been

criticized for reducing the Vew of money, which is the rate at which money changes

hands in the economy. @e’ﬁuction in velocity can lead to a slowdown in economic

growth?, C)Q

\V

Despite the lenges, the cashless policy has the potential to contribute significantly to
Niggonomic growth if implemented effectively. The policy can help to increase
financial inclusion, improve transparency, and reduce corruption by reducing the use of
physical cash in transactions®*. It can also help to improve the efficiency of payment
transactions, reducing costs associated with cash handling and promoting a more efficient

financial system.
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2.1.4 Cashless Policy and the Nigeria Economy

The Nigerian economy has experienced significant changes with the introduction of the
cashless policy. The policy was introduced in the early 2000s to encourage the use of
electronic payment systems in the country, reduce the amount of physical cash in circulation,
and improve financial inclusion. Although the policy has been met with some challenges, it

has also had some meaningful impacts on the Nigerian economy>°. ;&

Among the many benefits of cashless policy to the Nigerian economy i { %as reduced
the cost of cash handling for banks, businesses, and the government. '(\j sh handling costs
include expenses associated with printing, transporting, storin&@curing physical cash.
By reducing the amount of physical cash in circulation,«&géashless policy has helped to
reduce these costs. The policy has led to an incrd@%e adoption of electronic payment
channels, such as mobile money, internet bai@, and POS terminals®’. This has made it
easier for individuals and businesses to& ayments and carry out transactions without the
need for physical cash. It has alsc@%ed to improve financial inclusion in Nigeria. With
more electronic payment chageﬂ%sgvailable, individuals who were previously excluded from

the banking system d e@%
g

to open and opefQi ank accounts. This has helped to promote financial inclusion and

improve ac‘%o credit and other financial services™®.

In ad n, the use of electronic payment systems has made it easier for businesses to

of access to physical bank branches now have the opportunity

manage their finances, track transactions, and reduce the risk of fraud and theft. Similarly, the
policy has helped to reduce the incidence of cash-related crimes, such as armed robbery and
theft. With less physical cash in circulation, there is less incentive for criminals to target

individuals and businesses carrying large amounts of cash.
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However, there are still some challenges that need to be addressed. For example, network
reliability and fraud remain major concerns, and more needs to be done to improve the
security of electronic payment channels. There is also a need for greater public education to
promote the adoption of electronic payment channels and ensure that individuals and

businesses are aware of the risks and benefits of the policy.
2.1.4.1 Challenges of Cashless System of Payment in Nigeria ;&

The introduction of a cashless system of payment in Nigeria has be .mg@'ith several
challenges, according to experts. These challenges range from net&kw cliability to fraud,
security, charges, system stability, literacy issues, network or" provider, inadequate
infrastructural development, and social and security threatsﬁg)l\letwork reliability is a major
issue in Nigeria, as the instability of Point of Sale{@%tworks across all operators poses a
problem, particularly when money sent is not)\&ggfed when needed. This can be a barrier to
usage and can affect customer satisz&gﬁraud is also a prevalent issue among ATM

scammers, and this is likely to occ@he point of sale channel. As such, security concerns

have been raised about trus%}égents providing cash-in and cash-out services. This lack
t

of trust could be riski f@

Determining h@s is another challenge facing the cashless system of payment in Nigeria.

ers and agents if there is no form of security in place®.

There ar@li rent factors that could determine charges such as location, amount, and
mon@harges or access fees. However, there is a need for a transparent and fair system for
determining charges to prevent exploitation of customers. The fear of the unknown is also a
major challenge, as the current banking crisis has not helped in allaying the public's fear?’.
Literacy issues also pose a significant challenge to the cashless system of payment in Nigeria.
Not all targeted populations are literate, and some do not know how to make use of e-banking.

This could lead to exploitation by dubious business people who might see an opportunity to
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deduct more than what the person consumes. There is also the challenge of inadequate
infrastructural development, particularly energy (power), which puts a lot of constraints on

the operations of e-payment machines.

Social and security threats are also significant challenges facing the cashless system of
payment in Nigeria. Since 2011, Nigeria has been faced with social and security problems,
and the amount of insecurity in banks and other financial institutions may jeopafd@the e-
payment program in Nigeria. Security concerns were raised about trus%\ e agents
providing cash-in and cash-out services. This could pose a risk for cus s and agents if
there is no form of security. There is also the challenge of deteh@%%harges for cashless

payments. The charges could be based on location, amoun@% monthly access fees. This

poses a challenge as there needs to be a balance%@vaffordability and profitability for

service providers?°. %
° \

The fear of the unknown is a major%l' for the adoption of cashless payments. The
current banking crisis in Nigeria @t helped in allaying the public's fear. Additionally,

literacy issues are also a c}%{e:\g)as not all targeted populace is literate, and some do not
'\

know how to make ée)&

vulnerable users. \
<8
: Q

2.2 Theoretical Framework

king. This could lead to unscrupulous individuals exploiting

Based on the empirical literature, this study identified three theoretical framework;
Technology Acceptance Model and Diffusion of Innovation (DOI) Theory, The Theory of the

monetary stages of development, The Theory of Payment System Efficiency and Central
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Bank Monopoly. This research adopts the Theory of Monetary stages of development. This
theory was adopted because it emphasizes economic growth which is a major variable of this

research.
2.2.1 Technology Acceptance Model

Technology Acceptance Model (TAM) explains how people come to accept and use
technology. TAM was first proposed by Fred Davis in 1986 to understand user %&}k@mce of
computer technology in the workplace. Since then, it has been w1de‘1® in various
fields, including healthcare, education, e-commerce, and online se i es59 TAM is based on
the Theory of Reasoned Action (TRA) developed by Martin F1@n and Icek Ajzen in 1975.
TRA emphasize that individuals' behavior is determine heir attitudes and subjective

norms. TAM extends TRA by adding perceived us@ﬁ% and ease of use as determinants of

behavior intention and actual use of technolog@

The theory proposed that perceived l@wss is the degree to which a person believes that
using a technology will i 1mpr0 performance or productivity. Perceived ease of use is
the degree to which a per »@H‘eves that using a technology will be free of effort. These two
factors determine the pesson's attitude towards the technology and their intention to use it.
Actual usag @ or is influenced by the individual's perceived usefulness and ease of
use*. TAM, has been widely applied in various fields to study user acceptance of technology.
For @mle, in healthcare, TAM has been used to investigate patients' acceptance of
telemedicine technologies. In education, TAM has been used to study students' acceptance of
e-learning platforms. In e-commerce, TAM has been used to examine consumers' acceptance

of online shopping®!.

Proponents of TAM argue that it provides a useful framework for understanding the factors

that influence user acceptance of technology. It is easy to use, and its constructs are well-
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defined, making it easy to measure and test. It has been tested and validated in various
contexts, providing evidence of its robustness and applicability®>. TAM has however been
criticized that it is too simplistic and ignores other important factors that influence user
acceptance of technology, such as social influence, cultural factors, and organizational
context. It also assumes that individuals make rational decisions based on perceived
usefulness and ease of use, which may not always be the case. TAM also does not account for

the dynamic nature of technology adoption and use, which can change over t1me®'\

2.2.2 Diffusion of Innovation (DOI) Theory s ~

The Diffusion of Innovation (DOI) theory explains how new i@ec nologles, or products
are adopted and spread throughout a society or organizati@%\e theory was first introduced
by Everett Rogers in his book "Diffusion of Innov@n 19626 . The DOI theory proposes
that the adoption and diffusion of innovat@ollow a five-stage process: knowledge,
persuasion, decision, implementation, %d'gﬁrmation. The theory suggests that innovation
is communicated through certain C}@[S over time, and the rate of adoption is influenced by
various factors, including the 1n ovatlon s perceived attributes, the characteristics of the

adopters, and the soci I@u ural context in which the innovation is introduced®’.

According t @I theory, there are five categories of adopters: innovators, early adopters,

early ma ityy late majority, and laggards. Innovators are the first to adopt new ideas,
technolegies, or products, while laggards are the last to do so. The theory suggests that the
rate of adoption increases as the innovation is accepted by more people within a social system.
The DOI theory has been applied in various fields, including marketing, healthcare,
agriculture, and education. In marketing, the DOI theory is used to predict consumer adoption
of new products, while in healthcare, it is used to promote the adoption of new medical

technologies. The DOI theory has also been used in agricultural development to promote the
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adoption of new farming techniques, and in education to promote the adoption of new

teaching methods and technologies®®.

Despite its widespread application, the DOI theory has been criticized for its focus on the
individual adopter and its lack of attention to the role of organizations and social networks in
the diffusion of innovation. Critics argue that the DOI theory does not adequately account for
the influence of power, politics, and institutional factors on the adoption and di@on of
innovation. Additionally, some have argued that the DOI theory is too focungﬂ the linear,
sequential process of innovation adoption and diffusion, and does ccount for the

complexities of social systems and cultural contexts in which innb@o ;}, introduced®’.

Q»)fo

2.2.3 The Theory of the Monetary Stages of Developmeak

The Theory of the Monetary Stages of Developr@/lSD) was proposed by the economist

Milton Friedman. It suggests that there a@;d%h

country's monetary system passes. According to the theory, these stages include commodity

stages of development through which a

money, metallic money, paper&r%, and electronic money®®. Commodity money refers to
the use of physical obje ith inherent value, such as gold or silver, as a medium of
exchange. Metallic @@i olves the use of coins made from precious metals as a medium
of exchange P@dmoney refers to the use of banknotes as a medium of exchange, and

electroni@o y involves the use of electronic payment systems for transactions®.

The proponents of TMSD argue that the use of electronic money represents the final stage of
monetary development, as it offers a more efficient and secure means of payment. They
suggest that the adoption of electronic money can lead to increased economic growth and
improved financial stability, as it reduces the need for physical currency and lowers
transaction costs. The application of TMSD can be seen in the promotion of cashless policies

by governments and financial institutions. These policies aim to encourage the use of
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electronic payment systems such as ATM, POS, Internet Banking, and Mobile Banking. The
goal is to increase financial inclusion, reduce transaction costs, and promote economic

growth’,

However, there are criticisms of TMSD as it relates to the promotion of cashless policies.
One criticism is that the adoption of electronic payment systems may not be feasible in all
regions, particularly those with limited access to technology or unreliabl’e\ work
infrastructure. Another criticism is that the widespread adoption of elec@%& payment
systems may lead to the exclusion of certain groups, particularly those without access to bank
accounts or digital devices’!. In terms of bank and economic peff@;&t, the application of
TMSD suggests that the adoption of electronic payment @ems can lead to improved
efficiency and financial stability for banks, as it re %\l&e need for physical currency and
lowers transaction costs. It can also lead to increﬁ conomic growth as electronic payment

systems facilitate faster and more efﬁcien@a;\actlons, leading to increased productivity and

investment. (&6'

4
However, the success of the %Igies is dependent on the development of reliable network
infrastructure and th ﬁ@ty of digital devices, as well as addressing the concerns of
exclusion for ¢ ali'éroupsn. The Technology Acceptance Model (TAM) provides a
theoretical‘%ework to understand how users accept and use new technologies. In the
cont@shless policy, the TAM explain the adoption of electronic banking technologies
(EBT) as a factor that bank performance and in turn affects economic growth’’. The TAM
framework consists of two main constructs: perceived usefulness (PU) and perceived ease of
use (PEOU), which determine users' attitude towards the technology and their behavioral

intention to use it. PU refers to the degree to which a person believes that using the

technology will enhance their performance or make their life easier. PEOU refers to the
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degree to which a person believes that using the technology will be effortless and require

minimal cognitive effort’.

In the context of cashless policy, PU can be measured by the extent to which customers
perceive EBT as beneficial to their financial transactions, such as facilitating faster
transactions, reducing the risk of theft, and increasing accessibility to financial services.
PEOU can be measured by the extent to which customers perceive EBT as easy’i@e and
learn, such as having user-friendly interfaces, ease of access, secunityQ%ﬁ ease of
transactions’. The adoption of EBT by bank customers can in turn affect.bank performance,
which can be measured by the bank market index’>. The bank @)adex is a composite
measure of a bank's profitability, liquidity, efficiency, a&g@et share. The adoption of
EBT can lead to increased profitability through %@ tion and increased revenue from

service charges. It can also improve liquidity threugltfaster and more efficient processing of

° \
transactions, as well as attract new custfﬁe'%\fm retain existing ones, thereby increasing

market share.
Q)‘b‘

The performance of the eco@awred by economic growth is the increase in a country's
fi

output over time. A i&

providing credit t‘q\pi

ing banking sector can contribute to economic growth by
ctive sectors, mobilizing savings, and facilitating international trade.
In additior(,@cient banking sector can increase the level of financial intermediation and
redu@action costs, which can promote investment and growth”. Furthermore, the
relationship between Bank Market Index and economic growth can be explained by the fact
that banks play a critical role in the economy by providing loans, managing financial assets,
and facilitating transactions. Therefore, better bank performance can lead to increased

investment and economic growth. This relationship is described in the framework below.
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2.3 Review of Empirical Studies

The literature on cashless policy and bank performance with its implications on the economy
has attracted the attention of scholars in recent years. One study investigated the impact of
gender on technology adoption and found that men and women have different rates of
computer technology adoption’. Another study used a descriptive survey to examine the
difference in information processing between men and women and how it affects ’t{%ology
acceptance’’. The use of time series data to investigate the determinants of t]Q%bption and
influence of e-commerce involving 90% of the retail banks in Kenya was carried out. The
study revealed a shift in the importance attached to some e-bah@g;i\vers between years
2005 and 200978, Additionally, a researcher employed thf@%sion of innovation (DOI)
theory to examine the adoption of Automatic Te r@ehines in Nigeria and found that
constraints such as relative advantage, complexity, observability, compatibility, and
trialability were positively related to the @ towards the use of ATM cards in Nigeria®.

Using a cluster sampling technique, @lar examined the impact of electronic banking on

the Nigerian banking system &ggund that an effective electronic banking system has

improved customer relati@ ‘and satisfaction™.

Scholars have GXQn d Cashless Policy for Business Purpose and the Performance of
Deposit M@nks in Nigeria. The study aims to investigate the impact of cashless policy
on tx@grmance of deposit money banks (DMBs) in Nigeria. The study uses secondary
data obtained from the Central Bank of Nigeria and employs regression analysis to examine
the relationship between cashless policy and the performance of DMBs. The study finds that
cashless policy has a positive and significant impact on the performance of DMBs in Nigeria,
and recommends that the government should continue to implement cashless policy to further

improve the performance of DMBs?®°,
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Similarly, other scholars investigated the Cashless Economy in Vietnam - The Situation and
Policy Implications. The study examines the situation of cashless economy in Vietnam and
discusses its policy implications. The study uses both secondary and primary data obtained
from various sources, including surveys and interviews. The study finds that the adoption of
cashless payment in Vietnam is still low, and identifies the lack of infrastructure and limited
digital literacy as the main barriers to its adoption. The study recommen(.is that the

government should invest in infrastructure and education to promote the adopti@ashless

payment in Vietnam?®!, ,%\QO

Another scholar used SPSS to study the acceptance of e-bankiﬂg@i@eria and found that

factors such as age, educational background, income, perce@&eneﬁts, perceived ease of

Q

use, perceived risk, and perceived enjoyment si%@}y influence the acceptance of e-
t

t Nigerian bankers perceive electronic

banking®?. A qualitative survey conducted revealﬁd
banking as a tool for minimizing indonvehience, reducing transaction costs, altering
customers' queuing pattern, and savi%'%tomers' banking time®. On the other hand, a study
employed theories to investig&gg implications of cashless banking in Nigeria on the
economy and found that %lﬁd boost the economy in the long run®. Similarly, another
used technology ac@tj%e theory to determine the characteristics that affect the acceptance
of retailing %gies, finding a positive relationship between education, income, exposure
to mass c@ nication, and the adoption of Electronic Funds Transfer (EFT)%. Meanwhile,
scho@also conducted a qualitative survey to ascertain the influence of communication
source and mode on consumer adoption of technological innovations in Nigeria, discovering
that the older the adopters, the lower the rate of technology adoption'>. Furthermore, a similar
study used consumer acceptance theory to investigate customers' perceptions of security

indicators in online banking sites in Benin, Nigeria, and found that security indicators were
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not very effective at alerting and shielding users from revealing sensitive information to

fraudulent e-banking sites in Nigeria®4.

In a study that utilized panel data from the Central Bank of Nigeria and the fixed effect model,
the impact of the cashless policy on deposit money banks (DMBs) was investigated. The
results revealed that the cashless policy had a positive and significant effect on the
profitability and efficiency of DMBs. It was suggested that the government shou'l@‘atinue
promoting the adoption of the policy. In another study that employed reg gdn analysis
using secondary data obtained from selected DMBs' annual reports, the ithpact of the cashless
policy on the performance of DMBs in Nigeria was examined. T@Sﬁ}lgs showed that the

cashless policy had a positive impact on DMBs' performanc@ survey method was used in

a study that aimed to determine the impact o@@&tion technology (IT) on banks'

performance in Nigeria. The sample size was 200respondents from ten banks, and the results
indicated that IT had a significant po@\j\impact on banks' performance. The study

recommended that banks should inve@le in IT to enhance their performance®.

'}

Another study was conducte tbeﬁuate the effect of e-banking on the financial performance
of deposit money bafk@% ria, using panel regression analysis with a sample size of 14

deposit money baKk;s. e study found that e-banking had a significant positive effect on the

financial gﬁ%nance of deposit money banks in Nigeria. It was recommended that banks

shou@t more in e-banking to enhance their financial performance’.

A study also used a survey research design to analyze data obtained from respondents,
employing descriptive and inferential statistics. The results indicated that the policy has led to
a reduction in the volume of cash transactions and an increase in the adoption of electronic

payment systems, leading to an improvement in the payment system. The study
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recommended that the Central Bank of Nigeria should continue promoting electronic

payment systems while enhancing the security of the payment system®’.

Another study conducted in Nigeria used regression analysis to examine the relationship
between cashless policy and DMB performance. The study found that the policy had a
positive and significant impact on DMB performance and recommended its continued
implementation to further improve performance. In Vietnam, a study conducted’u@ both
secondary and primary data found that the adoption of cashless payments Wasqg)low due to

infrastructure and digital literacy barriers, recommending that the goverhment invest in
: : s . *
infrastructure and education to promote adoption®®. )\\‘

A study in Nigeria found that factors such as age, educatio&ackground, income, perceived
benefits, perceived ease of use, perceived ris@)erceived enjoyment significantly
influence the acceptance of e-banking. Quah\%‘(‘;ﬁ surveys revealed that Nigerian bankers
perceive electronic banking as a tool& inimizing inconvenience, reducing transaction

costs, altering customers' queuing p@b\, and saving customers' banking time®.

Furthermore, another stu loyed theories to investigate the implications of cashless
banking in Nigeria@e onomy and found that it would boost the economy in the long
run. Simila ,Q ing technology acceptance theory, another study determined the
character%cs that affect the acceptance of retailing technologies and found a positive
rela@ip between education, income, exposure to mass communication, and the adoption

of Electronic Funds Transfer (EFT)®.

Scholars conducted a qualitative survey to investigate the influence of communication source
and mode on consumer adoption of technological innovations in Nigeria. The study
discovered that the older the adopters, the lower the rate of technology adoption. Another

study used consumer acceptance theory to investigate customers' perceptions of security
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indicators in online banking sites in Benin, Nigeria. The study found that security indicators
were not very effective in alerting and shielding users from revealing sensitive information to

fraudulent e-banking sites in Nigeria’.

One study aimed to examine the effect of e-banking on the profitability of commercial banks
in Ethiopia. The study used regression analysis, and the sample size was five commercial
banks. The study found that e-banking had a significant positive effect on the pro’f@ity of
commercial banks in Ethiopia. The study recommended that commercial ba%vest more
in e-banking to enhance their profitability. Another study investigated the impact of e-
banking instruments on the performance of deposit money bank§ ,@ggria using the Camel
evaluation approach. The study used a secondary data ana]@approach The study found
that e-banking instruments had a positive impact on @formance of deposit money banks

in Nigeria. The study recommended that banks adopt€-banking instruments to enhance their

performance'?. C;\&

In Ghana, a researcher examined ﬂ@%act of digital banking on the profitability of deposit
money banks. The study u d Itiple regression analysis, and the sample size was six
deposit money ban a a. The study found that digital banking had a significant
positive impact &Qe profitability of deposit money banks in Ghana. The study
recommend%hat banks invest more in digital banking to enhance their profitability.
Sim@g Nigeria, a study was carried out to evaluate the impact of e-banking on the
profitability of banks in Nigeria. The study used a survey method, and the sample size was
100 respondents from ten banks. The study found that e-banking had a significant positive

impact on the profitability of banks in Nigeria. The study recommended that banks invest

more in e-banking to enhance their profitability?°.
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Cashless Policy and the Performance of Deposit Money Banks in Nigeria was also
investigated to determine the impact of cashless policy on the performance of DMBs in
Nigeria. The study uses panel data obtained from the Central Bank of Nigeria and employs
the fixed effect model to examine the relationship between cashless policy and the
performance of DMBs. The study finds that cashless policy has a positive and significant
impact on the profitability and efficiency of DMBs in Nigeria, and recommen.ds that the

government should continue to promote the adoption of cashless payment to fu@}(mprove

the performance of DMBs*6. ,%\QO

Another study aims to examine the impact of cashless policy on tl@e (')}mance of DMBs in
Nigeria. The study uses secondary data obtained from the a@% reports of selected DMBs
and employs regression analysis to examine the rel iq@ip between cashless policy and the
performance of DMBs. The study finds that ¢ &policy has a positive impact on the
liquidity, profitability, and efficiency @s in Nigeria, and recommends that the

government should continue to prom %\3 adoption of cashless payment to further improve

the performance of DMBs®°. \)Q)
'}

Impact of Cashless O@Bank’s Profitability: Evidence from a Developing Economy
was examined wii{itée)aim of determining the impact of cashless policy on the profitability
of banks f@veloping economy. The study uses secondary data obtained from the
Ban Bank and employs regression analysis to examine the relationship between
cashless policy and the profitability of banks. The study finds that cashless policy has a
positive and significant impact on the profitability of banks in Bangladesh, and recommends
that the government should continue to promote the adoption of cashless payment to further
improve the profitability of banks*®. In a related study, the Impact of Cashless Policy Tools

on Money Circulating Outside Nigerian was investigated using secondary data obtained from
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the Central Bank of Nigeria and employs regression analysis to examine the relationship

between cashless policy tools and the amount of money circulating outside Nigeria. The

study finds that cashless policy tools have a negative impact on the amount of money

circulating outside Nigeria, and recommends that the government should implement

measures to mitigate the negative impact of cashless policy tools on the amount of money
AL
25

The diffusion innovation theory was used in a study to examine the impact Qgémographic

circulating outside Nigeria®.

characteristics on the adoption of electronic banking. The study study fo hat income and
education have a positive effect on adoption, while the imp)&&z%f.\other demographic
characteristics are less clear®’. A related study also ut1hzed®9/sumer acceptance theory to
determine the acceptance of online banking. It wa t attitude towards online banking
and its usage is significantly affected by prl %\p

uter and technological experience,

personal banking experience, and refereno%rj influence!®

Some scholar also studied cashless @%y and financial performance of deposit money banks
in Nigeria with the aim to ir%i)gate the effect of the cashless policy on the financial
performance of De s@y Banks in Nigeria. The study used a descriptive research
design and secon@i@ta from annual reports and accounts of the Deposit Money Banks in
Nigeria. T@gs revealed that the cashless policy had a positive impact on the financial
perf@g of Deposit Money Banks in Nigeria, as seen in their increased profitability, asset
base, and deposit liabilities. The study concluded that the cashless policy had significantly
influenced the financial performance of Deposit Money Banks in Nigeria positively.
Therefore, the authors recommend that the Central Bank of Nigeria should continue to pursue

the cashless policy initiative and improve on its implementation to sustain its positive impact

on the financial performance of Deposit Money Banks™.

64



A research was also conducted to a study E-Payment Technology Effect on Bank
Performance in Emerging Economies - Evidence from Nigeria. The study aimed to assess the
impact of e-payment technology on bank performance in Nigeria. The study used a sample of
10 Deposit Money Banks in Nigeria, and data were analyzed using descriptive statistics,
correlation analysis, and regression analysis. The findings revealed that e-payment
technology had a significant positive effect on bank performance, especially i.n terms of
increased customer deposits, loan portfolios, and profitability. The study conc@&;} that e-
payment technology had improved the performance of Deposit Money a. igeria and
recommended that banks should continue to embrace e-payment. ted%kggy to enhance their

performance and competitiveness in the industry?'. @

Q

A study titled "Effect of Cashless Policy on Deposit @ey Banks Profitability in Nigeria
Effect of Cashless Policy on Deposit Moneyﬁa%s Profitability in Nigeria," aimed to
examine the impact of the cashless poli@\&e profitability of Deposit Money Banks in
Nigeria. The study used a sample o@i)eposit Money Banks in Nigeria, and data were
analyzed using regression aneﬁ}@ he findings revealed that the cashless policy had a
significant positive effect‘Q e"proﬁtability of Deposit Money Banks in Nigeria. The study
concluded that the @1’1;95 policy had improved the profitability of Deposit Money Banks in
Nigeria an @Emended that the Central Bank of Nigeria should sustain the

implemen@io of the cashless policy initiative to boost the profitability of Deposit Money

Ban&herw.

Similar study empirically assessed the effects of cashless policy on financial inclusion in the
Nigerian emerging economy. The study aimed to evaluate the impact of the cashless policy
on financial inclusion in Nigeria. The study used a survey research design, and data were

collected using a structured questionnaire from a sample of 500 bank customers in Nigeria.

65



The findings revealed that the cashless policy had improved financial inclusion in Nigeria by
increasing the adoption of electronic payment channels and promoting financial literacy
among bank customers. The study concluded that the cashless policy had positively impacted
financial inclusion in Nigeria and recommended that the government should continue to
invest in financial literacy programs and promote the adoption of electronic payment
QP

Financial Innovation and Performance of Deposit Money Banks in Nigeria v@so studied

channels to enhance financial inclusion in Nigeria™.

by some scholars with the aim of examining the relationship between finahcial innovation
and the performance of Deposit Money Banks in Nigeria. Thé &\@S%ed a sample of 14

Deposit Money Banks in Nigeria, and data were analyzen@'wg regression analysis. The

findings revealed that financial innovation h@niﬁcant positive effect on the

performance of Deposit Money Banks in Nigerid™ The study concluded that financial
innovation was essential for improving th@%&)rmance of Deposit Money Banks in Nigeria
and recommended that banks shq«édéembrace financial innovation to enhance their

performance and competitivene%)%ﬁe banking industry>*.

Meanwhile, other s h@'@(;nined the Effect of Cashless Policy on the Financial
Performance of Sgle Deposit Money Banks (DMBs) in Nigeria with the aim to evaluate
the effect (‘)%ncashless policy on the financial performance of selected DMBs in Nigeria.
The@nployed descriptive analysis and regression analysis on data obtained from the
annual reports and financial statements of the banks for a period of ten years. The findings
show that the cashless policy has a positive effect on the financial performance of the
selected DMBs in Nigeria. The study concludes that the cashless policy is an effective tool

for improving the financial performance of DMBs in Nigeria®.

66



Furthermore, cashless policy performance on commercial banks in Nigeria was studied with
the aim of investigating the impact of the cashless policy on the performance of commercial
banks in Nigeria. The study employed descriptive analysis and regression analysis on
secondary data obtained from the annual reports and financial statements of the banks. The
findings reveal that the cashless policy has a positive impact on the performance of
commercial banks in Nigeria. The study recommends that commercial banks shou.ld continue

to invest in technology and expand their digital payment platforms to é&ia\ce the

effectiveness of the cashless policy®. ,%\QO

An overview of the cashless policy in Nigeria was provided by @Qcher to explore the
policy objectives, benefits, and challenges. The study conch@at the cashless policy is a
strategic initiative aimed at enhancing the payme s@n in Nigeria. However, the study

notes that there are challenges that need to be addressed, such as the lack of infrastructure and

low levels of financial literacy among the @ce .
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24 Conceptual Framework

Cashless Policy Bank / Economic Performance
\ 4 l
Mobile Banking
. Hol .
Internet Banking »| Gross Domestic Product (GDP)
Automated Teller Machine (ATM Ho2 Bank profitability
Point of Sale (POS)

Figure 2.1: Research Conceptual Model

Source: Researcher’s Conceptual Model, 2023

The conceptual framework relating the\ebjectives of the study with the study hypotheses is
presented in this section. This m@dgl shows the relationship between the dependent and the
independent variables. (fashless Policy is the independent variable while Economic
Performance is the dependent variable. Mobile banking, internet banking, ATM, POS are the
sub variableSimedsures of cashless policy, while gross domestic product (GDP), and

consumption are the sub variables/measures of economic performance.
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2.5 Summary of Gaps in Literature Reviewed

From the existing literature reviewed, on cashless policies and their impact on banks and
economic performance, it was observed that there is a lack of consensus on the specific
impact of cashless policies on deposit money banks (DMBs) in Nigeria, with some studies
suggesting a positive impact while others indicate negative or no significant impact. Also,
there is a dearth of studies that investigate the impact of cashless policies on @.wider
economic performance in Nigeria. Additionally, while some studies have @%‘gated the
factors that influence the adoption and usage of e-banking services, there.1s a need for more
research on the factors that hinder the acceptance of cashless poli%ﬁg%igeria, particularly

among low-income earners and those in rural areas. Q}&
° 4

Studying the impact of cashless policy on bank p%'%\nce and economic performance in
Nigeria is important because it will help in ac{&gsng the effectiveness of the cashless policy
introduced by the Central Bank of Nigétia N) and the determine if it achieved its purpose
to reduce the cost of banking sel@, promote financial inclusion, and drive economic
growth. In addition, with th MSing adoption of digital technologies, there is a need to
understand how cai;&iies can improve the efficiency of the financial system and

promote economig d

QQ

opment.
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Chapter Three

Methodology

This chapter presents the methodology that was used to achieve the research objectives. It
presents the model specification, estimation techniques, description, sources of data and

variable measurement.

3.1 Model Specification

The objective of this study was to examine Banks cashless policy and ef:%@%rformance

in Nigeria. To achieve this objective, an estimation model was adapted fsom the study of a
[ ”
scholar who examined similar topic'. The model express bank %ance as a function of

cashless policy (electronic banking technologies). Incorp@% the variables of this study,

the model can be expressed as: Q’Q\
BMI = ATM, POS, MB, IB) . 6 3.1)

Integrating other macroeconomic Varia%? to the model which included monetary policy
variables as identified by some %%;QN T and LR as well as YG which measures economic

performance as depicted i amework of this study having a bi-directional link with

M
performance of bau@@;, equ

BMI = ATM MB +IB + LR + INT + YG (3.2)

ation 3.1 can be re-expressed mathematically as;

In ord;: }@e t these variables in estimable form, the natural log of the variables BMI, ATM,

POS, , and IB were taken. Hence, the equation 3.2 can be expressed statistically;
LBMI, = av+a1LATM+a» LPOS+a3 LMBi+ay LIB+as LR+as INT+a; YG: +& (3.3)
Where,

LMBI = log of bank market index

LATM = log of the values of ATM transactions
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LPOS = log of the values of POS transactions

LMB = log of the values of Mobile Banking transactions
LIB = log of the values of Internet Banking transactions
LR = Liquidity Ratio

INT = Interest Rate

o~
YG = GDP Growth Rate Q}&

t = Time Dimension ‘%\QO
%w

&= Error term X \.
S
ay= Intercept . QQ

a;.7 = Coefficient of the independent variables @
In order to achieve the first objective OC@}/ which seek to examine the effect of

cashless policy on the performance of b in Nigeria, the equation 3.3 was estimated.

For the second objective whicw investigate the effect of cashless policy on economic

performance in Nigeria. 1 3.3 was modified and re-expressed as follows:

Q

YGi= avtaiLATM, POS+a3; LMBi+ay LIB+as LR+as INT+a:LBMIi+¢&: (3.3)

Where YG‘%& growth rate, a measure of economic performance

3.2 @ation Procedure

To attain the study's objectives using the designated model, the variables undergo a stationary
test using the Augmented Dickey-Fuller test. This test employs non-parametric statistical
techniques to address the serial correlation in the error terms, without the need for lagged

difference terms.
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The study adopts the Autoregressive Distributed Lagged (ARDL) model to accomplish its
objectives. The ARDL bound test is used to examine the cointegration relationship between
the study's variables. The ARDL estimation method is preferred because it can be applied
when the model's variables are integrated at order one [I(1)] or a combination of one [I(1)]
and order zero [I(0)]. Additionally, it can be employed even with a small sample size and
irrespective of whether some of the regressors are endogenous. . (b
>

L&

0

This study seeks to examine the Banks cashless policy and economic perferniance in Nigeria.

3.3 Description and Measurement of Data

There are two dependent variables in this study which are bank @Sn?ance and economic
performance. Bank performance is measure by the b?nx@rmance index (BMI). This
index is based on the market capitalization methodo g@vmeasures the overall performance
of the banking sector, it provides a quantitative meastre of the performance of the banking
industry, and are therefore considere@%ancial performance measure. Economic
performance on the other hand is me%'@d by the growth of GDP in the economy which is
the percentage increase in the Wof goods and services produced by a country's economy
over a certain period of ti %a’ﬂshless policy which is the independent variable is measured
by the values of t@on performed using each of ATMs, POS, Internet Banking and
Mobile Ban her macroeconomic variables include Liquidity ratio and interest rate

which w%us d to factor in policy regulation of money flow in the economy.
3.4 Data Requirement and Sources

The data required for this study as stated above are secondary data. The data were sourced
from the Central Bank of Nigeria statistical bulletin and publications for cashless policy

transactions macroeconomic variables. While data for bank market index was sourced from
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Nigerian Exchange Limited (NGX Group). The data is an aggregate data showing the value

of electronic banking and the overall performance of deposit money banks in Nigeria.
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Chapter Four
Results and Discussion of Findings

This chapter presents the empirical results and discussion of findings with respect to the
objectives of the study. The discussion in this chapter starts with the preliminary analysis
consisting of descriptive statistics, trend and correlation analysis followed by Cf& pre-
estimation tests, where the unit root and co-integration tests were carri &t Some
diagnostic tests were also provided using some test statistics in ord%knsure that the
estimated results are reliable for meaningful inferences. . )ﬁ'\

4.1 Preliminary Analysis &%’\
: 4@

The preliminary analysis presents the trends, desc@aﬁstics and correlation analysis of
the variables for empirical analysis based on@objectives of the study. The facts of the
trends of cashless policy, bank perfo aQe_) economic growth and other monetary policy

rEr'ends and summary statistics. Meanwhile, the data

variables in Nigeria are presented %@

for this study are presented in appérdix I.
'\

4.1.1 Graphical Tr{m&na;ysis of Variables

The trends pattern of cashless policy variables, bank performance and economic
perfc@lce in Nigeria are discussed with the figures 1 to 4. In exploring the trends, in order
to show the behaviour of the variables over the period under investigation each of the four

indicators of the cashless policy are presented with the performance of banks in Nigeria on

one chart and with economic performance on another chart.
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Figure 4.1a: Trend Analysis of the Value of POS Transaction and QQ)rmance in
Nigeria. . 6'\
Figure 4.1b: Trend Analysis of the Value of .P@fansaction and Economic

Performance in Nigeria. @
Source: Authors Computation ('}\%

From figure 4.1a, the BMI (Bank M Index) which measures the performance of the
Nigerian banking sector. From@o 2013, the BMI was relatively stable, but it started to
decline in 2014 and conti to decline until 2017. The decline in the BMI may be due to
the decrease in oil @c)@i ing this period, which affected the overall economy. However,

from 2018,‘@&“%‘[% to recover and has been increasing steadily, which may be due to

the increa@i oreign reserves and the implementation of economic reforms. Meanwhile, the
reco@from 2017 may be due to the sharp rise in the value of POS transaction which
continued since then, except for a slight decrease in 2020 Q2. The increase in POSVA can be
attributed to the growth in e-commerce and the adoption of digital payment systems in

Nigeria.

Meanwhile for figure 4.1b, the YG (GDP growth rate) which measures the increase or

decrease in the value of goods and services produced in Nigeria. YG was relatively stable
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from 2009 to 2011, but it started to decline in 2012 and continued to decline until 2017. The
decline in YG can be attributed to the decrease in oil prices, which is Nigeria's main source of
revenue. However, from 2018, YG started to recover and has been increasing steadily, which
may be due to the implementation of economic reforms. In addition to this is the sharp rise in

the value of POS transactions which implies increase in economic activities.

Value of Mobhile Banking Transactions and Value of Mobile Banking Transactions and
Bank Market Index GDP Growth
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Figure 4.2a: Trend Analysis of the Vélue\ﬁflobile Banking Transaction and Bank

Performance in Nigeria. ‘b§'

'\

Economic Perform@@i eria.
Source: Autl:w mputation

Simil t@e trend in figures 4.1a and 4.1b, the figures 4.2a and 4.2b show BMI and YG

Figure 4.2b: Trend Al%)is})of the Value of Mobile Banking Transaction and

having the same trend. However, the value of mobile banking having increased from 2009 at
a steady rate continued till 2020 Q1 when there is a sharp rise which may be as a result of the
outbreak of COVID-19 which caused banks to close and transactions done via mobile
banking. The result of this heavy dependence on mobile banking is seen in the rise in BMI
and YG following the rise in the value of mobile banking. Meanwhile it is also important to

note that the effect of the change in MB is not immediate.
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Value of ATM Transactions and Bank Market Value of ATM Transactions and GDP Growth
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Figure 4.3a: Trend Analysis of the Value of ATM Transaction an%ﬁgrformance

in Nigeria. @'\

Figure 4.3b: Trend Analysis of the Value of A]@Eansaction and Economic

Performance in Nigeria. 66\
Source: Authors Computation (‘}\%

With regards to the trends and pattern %e value of ATM transactions, there appears to be a
general upward trend in AT\\@C’&OHS, with some occasional fluctuations. The initial
values of N548.6 billions €St a stable baseline, followed by a drop to N399.71 billions,
which may have be@(@‘%extemal factors such as a decrease in consumer spending or an
increase in t \ktbility of other payment methods. From there, the values steadily increase,
with somg.occasional spikes, notable jumps in 2019Q4 which may be due to the outbreak of
CO®9 which encouraged the use of electronic banking as a means of completing
monetary transactions. Meanwhile, it could be observed that this sharp rise may also account

for the recovery of YG and BMI in 2020 as shown in figures 4.3a and 4.3b.
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Figure 4.4a: Trend Analysis of the Value of Internet Bankiﬁ%}nsaction and

Economic Performance in Nigeria . @"

Figure 4.4b: Trend Analysis of the Value of Internet&%king Transaction and Bank

Performance in Nigeria @
Source: Authors Computation C}\%

Observing the trends of internet ban@m 2009 to 2020 as shown in figure 4.4a and 4.4b
it is difficult to determine thewgdation in the trends from 2009 to 2019, however, the
overall view shows an up trend, this may be due to the low adoption of internet banking
during that period, @(Pa areness or trust in online banking services, and a preference for
traditional b k@ ethods. Meanwhile, from 2020 Q1, there is a sharp rise in the value of
internet @lﬁg transactions, this may be due to increased internet penetration, the
conveniehce of online banking, the growth of e-commerce, and the need for contactless
transactions due to the COVID-19 pandemic. In comparison with BMI and YG, it could be
seen that the increase in the values of internet banking may also account of recovery of BMI

and YG in 2020 by providing seamless transactions and stimulating economic transactions.
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4.1.2 Descriptive Statistics of Variables

The descriptive statistics provide important information about the distribution of the variables
of the study and this can help to identify potential outliers or extreme values. The table 4.1

below presents the descriptive statistics results of this study.

Table 4.1: Descriptive Statistics

YG LBMI LIB LATM LMB LPOS LR Q@ T

Mean 10.3032 5.8839 5.2526 7.9937 54213 5.570 0398 16.5565
. %’s
Median 10.5956 5.9132 4.4749 82486 5.9699 @ﬂ 43.1050 16.6883

Maximum 17.8590 6.3285 12.3699 9.3930 9.@% 8.0723 87.9266 19.4233
Minimum -2.7960 5.4248  3.2208 ;5& 0.2390 2.4006 18.5133 11.4200
Std. Dev. 4.1550 0.1833 2. 37%’ 9947 27415  2.0191 15.4162 1.6294
Skewness -0.5895 -0. 2077&;148 -0.7696 -0.2981 -0.2992 0.6757 -1.3298
&'\
Kurtosis 3. 561&)& 7.1700 2.6117 22241 1.6622 3.1550 5.6567
Jarque—Bera‘%@ 0.4150 74.0225 5.0404 19151 4.2956 3.7008 28.2658
Prob@ 0.1817 0.8125 0.0000 0.0804 0.3838 0.1167 0.1571  0.0000
Sum 494.55 28242 252.12 38370 260.22 267.40 2205.11 794.71

Sum Sq.

Dev. 811.42 1.5800 264.06 46.50 35326 191.62 11170.00 124.79
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Observations 48 48 48 48 48 48 48 48

Source: Authors Computation

From the result presented in table 4.1, it can be observed that the mean for YG (economic
growth) is 10.30, while the median is 10.59, indicating a slightly left-skewed distribution.
The maximum value for YG is 17.86 and the minimum value is -2.7960. The standard
deviation of 4.1550 suggests that there is a significant amount of variation in %&omic

growth rate over the study period. Meanwhile, for LBMI (Bank Market I de@ée mean and

median are relatively close, indicating a symmetric distribution. The standard deviation is

[ ﬂ
small, indicating that LBMI is less volatile than economic growt%’\

LIB (log the value of Internet Banking Transactions) has @an of 5.25 and a median of 4.47.
The standard deviation of 2.37 suggests that there Qnﬁcant variation in the use of internet
banking over the study period. The posi '.e®/ness of 2.21 and high kurtosis of 7.17
suggest that the distribution of LIB is %}ly concentrated around the mean. Wheras, LATM
(log the value of ATM Transa%@%MB (log the value of Mobile Banking Transactions),
and LPOS (log the value o O§ Transactions) have their mean between 5.42 and 7.99 and
their median betweQ) nd 8.25. All the three variables have relatively high standard
deviations, indicating a significant amount of variation in the use of electronic banking

channels overthe study period. LATM has a high kurtosis of 2.61, while LMB has a positive

skev@of 0.298.

As for other monetary policy variables, LR (liquidity ratio) has a mean of 45.9398 and a
median of 43.1050. The standard deviation of 15.4162 suggests that there is significant
variation in liquidity ratios among Nigerian banks over the study period. INT (interest rate)
has a mean of 16.5565 and a median of 16.69. The standard deviation of 1.6294 suggests that

interest rates have been relatively stable over the study period. The positive skewness of 0.68
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and kurtosis of 3.16 for LR suggest that the distribution of liquidity ratios is moderately

skewed and has a relatively sharp peak.
4.1.3 Correlation Analysis

The correlation matrix shows the degree of linear relationship between the variables in the

study. A correlation coefficient ranges from -1 to +1, where -1 indicates a perfect negative

relationship, +1 indicates a perfect positive relationship, and 0 indicates no rela&‘)@hp. The

table 4.2 presents the correlation analysis of the degree of association bet .a\ less policy

variables, bank performance and economic growth in Nigeria betwse\go.(\) and 2020.

Table 4.2: Correlation Matrix Q’&%\
QD

Vi

YG LBMI LIB LATM YLPOS LR INT

YG 1 0.1733 -0.2624 O.@OX)SW -0.0228 0.0439 0.1189

LBMI 10963 -0.0677 -0.0183 0.0439 0.2011

1 -0.107

LIB %% 0.6502 0.7119 0.6386 0.6093 -0.7865

LATM \QQ 1 0.9587 0.9552 0.6864 -0.6000

LMB Q 1 0.9755 0.7388 -0.6618
Q

LPO@ 1 0.7092 -0.5132

LR 1 -0.5415

INT 1

Source: Authors Computation
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The correlation between YG (economic growth) and LBMI (Bank Market Index) is positive
but weak (0.1733), implying that there is a slight positive association between the two
variables. This means that as economic growth increases, the performance of deposit money
banks may also increase, but the relationship is not very strong. YG has weak correlation
with all the variables in the model, it has a negative and weak relationship with LIB, LMB,
and LPOS while with LBMI, LATM, LR and INT, a positive and weak relatif)nship was
found. LMBI on the other hand also shows a positive and weak correlation witt@\LR and
INT whereas, there is a negative relationship LIB, LATM, LPOS and . N?l@e are a few
possible reasons for this negative relationship between BMI an.d h]:sss policy variables.
This could be as a result of the increased adoption of electronig@\ﬁng channels may lead to
a reduction in the demand for traditional banking servicé@c as opening physical branches
or conducting transactions in person. This may f@ n a decrease in revenue for banks,

which can lead to lower profitability and a e@n the Bank Market Index. Another reason
t

could be due to customers choosing 0%' of electronic banking service over another or

banks incentivizing the use of c@ctronic banking channels over others.
4.2 Pre-Estimation Test %q

This study presents @-estimaﬁon tests of the variables. Before presenting the findings of
the stated o 'e@s, pre-estimation tests were carried out in terms of stationarity and
cointefraw ests and presented first in order to determine the appropriate estimation

technique€ to use for the empirical analysis.
4.2.1 Unit Root Test

The stationarity level data in the study is tested using the Augmented Dickey Fuller (ADF). It
indicates whether the variables are stationary or non-stationary. This permits this study to

determine the stationary level of the the variable under study in order to suggest the
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appropriate technique to estimate the parameter coefficients. Intercept and trend model were
used to statistically find the significance of the variables at 1%, 5% and 10% critical point at
levels and first difference. Furthermore, it should be noted that the lag length for ascertaining
this stationarity level of our variables as well as unit-root test is automatic and optimally
chosen by the Schwarz-Bayesian Information Criterion (SIC). The results of the unit root
tests for the variables are summarized in the table below. . (b,
>
L&

50

Table 4.3: Summary of the ADF Test

Level First Difference Oxder of
[ ) ”
A\\ ntegration
. ADF Test ADF Test TestC
Variables
Test Critical Statistics '@ues
Statistics Values Q
R
LBMI -2.6423 -4.1484 \6}‘{75 ~4.1525%%* (1)

YG -3.6216 35@8@)%‘ - - 1(0)

LATM -2.5453 48 3.8093  -3.5085%* 1(1)
N

LIB -.Q7 -4.1485 75129 -4.1505%%x 1(1)

LMB Q 2.9319 -4.1525 -7.5083 -4.1567*%* I(1)

LPOS -3.4964 -4.1485 -8.0514 -4.1525%%* I(1)

INT -0.0125 -4.1657 -5.4245 -4.1705%%* I(1)

LR -2.7896 -4.1657 -6.3355 -4.1756%%* I(1)

Source: Authors Computation
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The unit root test results are summarized in the table 4.3 using the Augmented Dickey Fuller
(ADF) Test. The result indicated that only the economic growth (YG) variable is stationary at
levels at 5% level of significance while the other variables are stationary at first difference at
1% level of significance with only LATM at 5% level of significance. The implication of this
is that the statistic of the variable was stationary and integrated of the first order, hence a

long-run equilibrium convergence.
4.2.2 ARDL Bound Test for Cointegration Q}&

Based on the result of the stationarity test and the order of integratiorq%\e variables, the
Autoregressive Distributed Lag (ARDL) method of estimatioh@aﬁopted Meanwhile,
before proceeding with this method, the existence of a I@Vun relationship among the
variables need to be determined using the ARDL b @for cointegration. A maximum of
four lags was imposed on the variables. Th1s choice is based on Akaike’s Information
Criterion (AIC) to select the optimum nux@e&%ags as shown in the lag length criteria table
in appendix 2.The table 4.4 presen@b‘%' results of the cointegration test showing the F-

statistics estimates of the long rela‘uonshlp between bank market index and cashless

policy variables in nger1®g'\ARDL (4,3) with restricted constant.

,%Q
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Table 4.4 ARDL Bound Test for Cointegration Result

Test Statistic Value (F-Statistic) k Remarks

F-statistics (LBMI| LATM, LIB,

LMB, LPOS, LR, YG, INT) 11.85679 7 Cointegration

ARDL((3,3,3,3,3,3,3,3) \
&>

Model 1
10% 5% 5@0 1%

Critical Value

1(0) Bound 1.92 2. 1.7 *2.43
Bounds %\

I(1) Bound @1 3.51 3.9
F-statistics (YG | LATM, LIB, \) 7

LMB, LPOS, LR, LBML, INT) ‘ ‘@.174159 7 Cointegration
ARDL(4,3,4,4,4,3,4,4) (b‘%'

Model 2 \)
10% 5% 2.5% 1%

Critical V Q’Q

Bounds

‘%Q I(1) Bound 2.89 3.21 3.51 3.9

1(0) Bound 1.92 2.17 243 2.73

SourMuthors Computation

The table 4.4 presents the ARDL bound test for cointegration for the models of the study. The
model one test the effect of cashless policy variables on the performance of banks in Nigeria,
while the second model test the effect of cashless policy on economic growth in Nigeria. The
F-statistics estimates for both models, testing the existence of a long-run relationship between

cashless policy variables and bank performance for model one and the existence of a long-run
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relationship between cashless policy variables and economic growth for model 2. At the 1%
level of significance, the estimated F-statistics of the normalized equations were found to be
greater than the lower but less than the upper critical bound. This implies that the null
hypothesis of no long-run relationship for both models is not rejected at the 1% level of
significance. The implication of this is that there is a long run cointegration, such that if there
is a short run deviation in their relationship, the series would return to equilibfium in the
long-run. Based on the findings of a long run relationship among the d@ént and

independent variables, the short-run and long-run model can therefore b;%

4.3  Examination of the Effect of Cashless Policy of the, R@‘mance of Banks in
Nigeria *&%’\
The first objective of this study seeks to exa ffect of cashless policy on the
performance of banks in Nigeria. Having estabhs ﬁ long run co integration of the model,
the ARDL model was adopted as the met@\%stlmatlon to achieve this objective. The long
run and short run estimate of the ef@f cashless policy variables on the performance of
banks in Nigeria was estimatedsing using ARDL (4, 3) with restricted constant. The test
automatically choose the lalgth based on automatic selection of Akaike Information
Criterion for each (thQarlables as the model was set at 4,3 to ensure sufficient degree of
the freedom. 1@ le 4.5 presents the summary of estimated result for the long the longrun
and shor@ fect of cashless policy variables; LATM (ATM Transactions), LIB (Internet
Ban&ransactions), LMB (Mobile Banking Transactions), LPOS (POS Transactions) and
other macroeconomic variables; LR (liquidity ratio), YG (Economic Growth), and INT

(interest rate) on the performance of banks in Nigeria; LBMI (Bank Market Index).
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Table 4.5 ARDL Result of the Analysis of the Impact of Cashless Policy on Bank

Performance in Nigeria

Dependent Variable: D(LBMI)
Selected Model: ARDL(3, 3, 3, 3, 3, 3, 3, 3)

Sample: 2009Q1- 2020Q4 .\(b'

Included observations:45 é. ‘\QO

Short Run Estimates . \ "
Variable Coefficient  Std. Error t-S@Yc Prob.
D(LBMI(-1)) -0.261728 0. 07785?\_) 361815 0.0051
D(LBMI(-2)) 0.109117 @-7}?85 1.495058 0.1588

D(LATM) O.lO@b 0.068293 1.487055 0.1608

D(LATM(-1)) @8’712 0.063839  6.245584 0.0000
D(LATM(- 2) C)

Q 0300226  0.060862  4.932927 0.0003

‘% -0.016504  0.012732  -1.296271 0.2174
&1}3(-1)) -0.120192  0.015232  -7.890848 0.0000
D(LIB(-2)) -0.104508  0.016094  -6.493601 0.0000

D(LMB) 0.088485 0.033555 2.637013 0.0205
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D(LMB(-1)) -0.380370 0.037349  -10.18429 0.0000
D(LMB(-2)) -0.352381 0.039456  -8.930945 0.0000
D(LPOS) -0.076830 0.062484  -1.229593 0.2406
D(LPOS(-1)) 0.457919 0.057864 7.913712 0.0000
D(LPOS(-2)) 0.450824 0.060316 7.474372 o.(og@ib'
D(LR) -0.002109 0.001246  -1.692327 ‘%‘\?QM
. 6'\
D(LR(-1)) -0.001892 0.001189 -1.5917@ 0.1354
D(LR(-2)) -0.004058 0.001334 ‘-@3296 0.0094
D(INT) 0.112155 0.02)8\‘ Q 3.891873 0.0019
D(INT(-1)) -0.205791 'e @4476 -8.407956 0.0000
D(INT(-2)) -0.1645(1)% 0.023819  -6.896586 0.0000
%'»
D(YG) 6@1 405 0.003057 4.712467 0.0004
D(YG(- ))6\ -0.039476 0.003452  -11.43667 0.0000
Q@z)) -0.019027 0.002927  -6.500661 0.0000
CointEq(-1)* -0.501953 0.038231  -13.12934 0.0000
Long Run Estimates
LATM -0.109342 0.207063  -0.528061 0.6064
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LIB 0.268206 0.083109 3.227146 0.0066
LMB 1.100883 0.389839 2.823942 0.0144
LPOS -1.309874 0.473833  -2.764423 0.0161

LR 0.011468 0.004847 2.366071 0.0342

INT 0.780118 0.238971 3.264493 0.%@

YG 03 0.014252 5.108208 ‘%\?Q)oz

. )\%'\
C -7.568288 4.347280 -1.7409%%\ 0.1053

&

0.8449Durbin-Watson stat »l\*

Adjusted R-squared 2.1365

12.3414Prob(F-statistic) 0.00001

¥

Source: Author’s Computation ‘t

F-statistic

The result of the ARDL estim@ reported in table 4.5 shows that in the short run, the
cashless policy variables s £ATM, LIB, LMB, and LPOS have a significant impact on
the performance of @@%Nigeria. It was observed that in the short run, the current value
of ATM tran c@ﬁ have a negative but insignificant impact on bank performance, while the
first and s& lag of LATM and LPOS have a positive and significant impact on bank

perf@xce in Nigeria. On the other hand, the past values of LIB and LMB transactions

have a negative impact on the performance of banks in Nigeria.

The implication of this is that the cashless policy variables have a mixed effect on the
performance of banks in Nigeria. While some variables have a positive impact, others have a
negative impact, and the impact varies across different time periods. This imply that the

cashless policy may not be having a consistent or predictable effect on bank performance in
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the short run. The positive and significant impact of the first and second lag of LATM and
LPOS on bank performance in Nigeria suggests that the use of these channels for transactions
is beneficial for banks in the short run. This could be due to the fact that these channels are
cost-effective and more efficient than traditional methods of banking. On the other hand, the
negative impact of the past values of LIB and LMB transactions on bank performance

suggests that banks may not have been able to fully leverage these channels for their benefit

in the short run. Qh)(\

As for other macroeconomic variables, only the second lag of LK%Q?egative and
significant impact on the performance of banks in Nigeria, while juftexeSt rate and economic
growth have a positive and significant impact on the perfor%%t})f banks in Nigeria. This
implies that an increase in economic growth will lead Y ncrease in bank performance in

Nigeria. Furthermore, the CointEq(-1)* values imphied that the models correct its short-run

disequilibrium by 50.20% speed of adjust@ﬁo er to return to the long run equilibrium

The ARDL estimation results in the @un reveal that the cashless policy has a significant
effect on the performance of banks)in Nigeria. From the ARDL model's long-run estimates
presented in table 4.5, it w; %s’érve that the variables, LIB, LMB, LPOS, LR, INT, and YG,
are all significant d@Qan‘[s of the performance of banks in Nigeria. However, LATM has

an insignific t@e t on bank performance.

Speci % the LATM has a negative but insignificant effect on the performance on banks
in Nigeria, whereas, LIB has a positive (0.2682) and significant impact on the performance of
banks in Nigeria, implying that banks with more internet banking transactions tend to have a
higher market index, which reflects their overall performance. LMB also has a positive
(1.1008) and significant effect on bank performance. Banks with more mobile banking
transactions tend to have a higher market index, indicating better performance. On the other

hand, LPOS has a negative (-1.3098) and significant impact on the performance of banks in
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Nigeria. This implies that banks with more point of sale transactions have a lower market

index, which indicates poorer performance.

With regards to the macroeconomic variables, the liquidity ratio (LR) have a positive (0.0114)
and significant effect on the performance of banks, implying that banks with a higher
liquidity ratio have a higher market index, which reflects their better performance. The
interest rate (INT) has a positive (0.7801) and significant effect on bank perfqgance,
indicating that an increase in the interest rate tends to improve the perf(.)rm @&}f banks.
Economic growth (YG) also has a positive (0.0728) and signiﬁ@éﬁ

ct on bank

performance, implying that as the economy grows, the performanch&Sales improves.

The implications of the results are that the cashless policy ha@uﬁcant long-term effects on
bank performance in Nigeria. Banks that adopt mc@}b and internet banking transactions
are likely to perform better, while those that r re on point of sale transactions may

perform poorly. Banks with higher liqu@ios, higher interest rates, and operating in

growing economies also tend to perfo@tter.

The result further shows that thdel explains 84.49% of the variation in the performance
'\

of banks in Nigeria. HoQ r,)the Durbin-Watson statistic of 2.1365 implies that there is an

absence of first O{d\' elation. The F-statistic of 12.3414and a p-value < 0.001 shows that

the model i @ically significant. Diagnostic tests were also carried out to determine the

reliad stability of the result of the model. These estimation tests were reported in

table 4.6 below. The output of each of the analysis is reported in appendix 3.
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Table 4.6 Diagnostic Tests (BMI)

Tests Obs*R-squared / Jarque- Probability
Bera
Normality 0.6105 0.7369
Autocorrelation 15.9187 0.3634
Heteroskedasticity 29.4826 0.7093 Q‘)(\
Stability Test Stable ‘%\
AN o
Source: Author’s Computation /\\,\

CD

Table 4.6 presents the results, indicating that the resid%%'}or the model are normally
distributed as evidenced by the Jarque-Bera stati%'%}corresponding probability value,
thus accepting the null hypothesis that erroiﬁt normally distributed. Furthermore, the
Breusch-Godfrey Serial Correlation L@Et for the model reveals no significant
autocorrelation in the residuals, wi p-value greater than 0.05. Similarly, the Breusch-
Pagan-Godfrey heteroskeda: tm test affirms no significant heteroskedasticity in the
residuals, indicating a @? mean and variance throughout the study period. These
consistency tests @,Qdé assurance for the model's reliability. The stability of the models was
also assesg’%% the Cumulative Sum of recursive residuals (CUSUM) and Cumulative
Su sive residual square (CUSUMSAQ) tests, with graphical representations presented

in the appendix indicating that all the models are stable.
4.4 Analysis of the Impact of Cashless Policy on Economic Performance in Nigeria

The second objective of this study seeks to examine the effect of cashless policy on the
economic performance of Nigeria. Having established the long run cointegration of the model,

the ARDL model was also adopted as the method of estimation to achieve this second
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objective. The long run and short run estimate of the effect of cashless policy variables on the
economic performance of Nigeria was estimated using using ARDL (4, 3) with restricted
constant. The test automatically choose the lag length based on automatic selection of Akaike
Information Criterion for each of the variables as the model was set at 4,3 to ensure sufficient
degree of the freedom. The table 4.7 presents the summary of estimated result for the long the
longrun and shortrun effect of cashless policy variables; LATM (ATM Transac.tions), LIB
(Internet Banking Transactions), LMB (Mobile Banking Transactions), %& (POS
Transactions) and other macroeconomic variables; LR (liquidity ratio) , nk Market

Index) and INT (interest rate) on the economic performance in gggsna YG (Economic

Growth). &%\

101



Table 4.7 ARDL Result of the Analysis of the Effect of Cashless Policy on Economic

Performance in Nigeria

Dependent Variable: D(YG)
Selected Model: ARDL(4, 3,4,4,4,3,4,4)

Sample: 2010Q1 2020Q4

Included observations:45 ‘ ®
N
Short Run Estimates . Qé)
Variable Coefficient Std. Error t-Statistic é Prob.
[ N

D(YG(-1)) 2536778 0.194307 13 055@% ’ 0.0000
D(YG(-2)) 2634010 0233157 &@%4 0.0000
D(LATM) 65.72353

4. 791@ 3.71577 0.0000

D(LATM(-1)) -7.537959 1.80, -4.172407 0.0059
D(LATM(-2)) -17.02263 Qj}g 1 -9.580978 0.0001
D(LIB) 7. 636312(@%’ 0.634133  -12.04212 0.0000
D(LIB(-1)) 12.’8&@2 1.057657 11.99758 0.0000
D(LIB(-2)) 0556 0.877479 13.56791 0.0000
D(LMB) QQ 15.97358 1.548433 10.31596 0.0000
D(LM‘I@ 65.45495 4.962416 13.19014 0.0000
MB(-2)) 62.50961 4.588007 13.62457 0.0000
POS) -52.23909 4094879  -12.75717 0.0000
D(LPOS(-1)) -92.97089 7.195826  -12.92011 0.0000
D(LPOS(-2)) -89.31726 6.548819  -13.63868 0.0000
D(LBMI) 31.86555 3.364216 9.471909 0.0001
D(LBMI(-1)) 15.29581 2.240953 6.825584 0.0005
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D(LBMI(-2))
D(INT)
D(INT(-1))
D(INT(-2))
D(LR)
D(LR(-1))
D(LR(-2))

CointEq(-1)*

17.00290

1.102124

17.19817

12.92178

0.252062

0.556302

0.332330

-3.659238

2.893892

0.805633

1.409475

1.145163

0.032284

0.059577

0.040197

5.875442

1.368022

12.20183

11.28379

7.807761

9.337608

8.267459

0.0011
0.2203
0.0000
0.0000

0.0002

@}m

0263632 -13.88011 ,%\ 0000

Long Run Estimates

"l

LATM 15.02960 3.079912 4. 8&9@ 0.0028

LIB -5.390711 2.385900 “;259404 0.0646

LMB -15.83223 4. 296@Q 3.684871 0.0103

LPOS 15.25345 2.615725 0.0398

LBMI 13.17450 @967657 13.61484 0.0000

INT -6.6 @% 1.884985 -3.531519 0.0123

LR g) 0.053623 -2.088842 0.0817

C C Q%4 54822 41.20314 -1.081185 0.3211

Adjusted R—squ@ 0.92845Durbin-Watson stat 2.8193
F-statistic ‘% 7.38129Prob(F-statistic) 0.0092

A

Souw‘u'thors Computation, 2023

The result of the ARDL estimation presented in table 4.7 shows that in the short run, the
cashless policy variables have significant effects on economic performance in Nigeria. The
variables that have a significant positive effect on economic performance in the short run are
D(YG(-1)) and D(YG(-2)), indicating that past economic performance has a positive impact

on current economic performance. Among the cashless policy variables, only LATM has a
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significant positive effect, implying that an increase in ATM transactions leads to an increase
in economic performance. Although, the first and second lag of LATM have a negative and
significant impact on economic performance, which means that past performance of ATM
transaction values have a negative effect on the current economic performance in Nigeria.
This could be as a result of the investment expenditure and maintenance in the past. The
variables LIB and LPOS have significant negative effects, indicating that an .incéglse in
internet banking and POS transactions leads to a decrease in economic perfm@%&é in the
short run. Although, the first and second lag of internet banking transacti . ?& a positive
and significant influence on the economic performance of Nige.ria. %R on the other hand,
have a positive and significant effect on the performance o @Nigerian economy. This

means that as transactions carried out through m ’b& i)anking increases, there is

improvement in the performance of the Nigerian eﬂ@%

The macroeconomic variables LBMI, @@R have significant positive effects on
economic performance, implying that %pcrease in the bank market index, interest rate and
liquidity ratio in the short run,ka\d%b an increase in economic performance in Nigeria. The
negative and statistically sig%ﬁpant coefficient for CointEq(-1) suggests that the cashless
policy has a signiﬁ@t)@%positive impact on the economic performance of Nigeria in the

short run, ani @aviation from the long-run equilibrium will be corrected in the short run.

In the 101@11 , the results as presented in the table 4.7 shows that cashless policy variables
have a Srgnificant impact on the economic performance of Nigeria (YG). It was observed that
LATM and LPOS have a positive and significant impact on economic performance,
indicating that an increase in both ATM and POS transactions leads to an improvement in
economic performance. On the other hand, LIB and LMB both have a negative impact and
significant (at 10% and 5% level of significance respectively) on economic performance,

indicating that an increase in internet and mobile banking transactions leads to a decrease in
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economic performance. The results further shows that the liquidity ratio (LR) has a negative
and significant (at 10% level) impact on economic performance, while the interest rate (INT)
has a negative and significant impact on economic performance. The coefficient of LBMI is
positive and significant, which indicates that an increase in bank market index leads to an
improvement in economic performance. The results suggest that the cashless policy has a
significant impact on economic performance in Nigeria, and that the use of: electronic

payment methods can contribute positively to the growth of the economy. Q‘)i\

Furthermore, it was observed that the model explains 92.85% of the Var%\?Qe economic
performance in Nigeria. The Durbin-Watson statistic of 2.82 impli at there is first order
correlation. However, the F-statistic of 7.3823 and a p-Value@e)&&’}l shows that the model is
statistically significant. Diagnostic tests were also caﬂ@ to determine the reliability and

stability of the result of the model. These estimation_test were reported in table 4.8 below.

The output of each of the analysis is repor@j@endix 4.

Table 4.8 Diagnostic Tests (YG) ‘b*%'
AL

Tests b.ikﬁ-squared / Jarque- Probability
S

Normality Q\' 0.0829 0.9594

Autocorrelati 30.7922 0.5102

Hetero&tdasticity 35.4744 0.7887

Stability Test Stable

Source: Author’s Computation

Table 4.8 presents the results, indicating that the residuals for the model are normally

distributed as evidenced by the Jarque-Bera statistics and corresponding probability value,
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thus accepting the null hypothesis that errors are normally distributed. Furthermore, the
Breusch-Godfrey Serial Correlation LM test for the model reveals no significant
autocorrelation in the residuals, with a p-value greater than 0.05. Similarly, the Breusch-
Pagan-Godfrey heteroskedasticity test affirms no significant heteroskedasticity in the
residuals, indicating a constant mean and variance throughout the study period. These
consistency tests provide assurance for the model's reliability. The stability of the Enodels was
also assessed using the Cumulative Sum of recursive residuals (CUSUM) an%&ulaﬁve
Sum of recursive residual square (CUSUMSAQ) tests, with graphical rep . %%@s presented

in the appendix 4 indicating that all the models are stable. ‘6.\

4.5 Discussion of Findings &%’\
&

The study explored the interactions among cashle@ bank performance and economic
mi

the effect of cashless policy on bank

performance in Nigeria. The objective was to e&
performance and economic performance@geria. Data for the study was subjected to
statistical analysis using ARDL meth@estimation. The findings reveal some insights that

will be useful for banks and powa ers in the economy.

The first objective of t@c?y seek to examine the effect of cashless policy on the
performance of bqn\' i QNigeria. The long run and short run estimate of the effect of cashless
policy Varia%g the performance of banks in Nigeria was estimated using using ARDL (4,
3) wi icted constant. Findings from the result of the estimation revealed that in the
short run, the cashless policy variables have a mixed impact on the performance of banks in
Nigeria in the short run. The value of ATM and POS transactions have a positive and
significant impact, while past values of LIB and LMB transactions have a negative impact.
The impact varies across different time periods, suggesting that the policy may not have a

consistent effect on bank performance. Other macroeconomic variables such as interest rate
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and economic growth have a positive impact, while the second lag of LR has a negative

impact on bank performance.

In the long run however, the cashless policy has a significant impact on the performance of
banks in Nigeria. LIB and LMB have a positive and significant impact on bank performance,
whereas LPOS has a negative and significant effect. LATM has an insignificant effect. The
liquidity ratio, interest rate, and economic growth also have significant positive e cts on
bank performance. The implication is that banks that adopt more mobile and %3%[ banking
transactions are likely to perform better, while those that rely rn %mt of sale

transactions may perform poorly. Banks with higher liquidity raﬁoﬁﬁer interest rates, and

operating in growing economies also tend to perform better. Q‘)&%

The findings of this study are consistent with so related studies. For instance, the
study on the impact of electronic payment on th petformance of Nigerian banks found that
electronic payment has a positive 1mpact@ performance of banks!. Similar studies also
the impact of cashless policy on the @lian economy found that the policy has a positive
effect on the economy, particuﬁs@ on the banking sector®® .However, the findings of this
study differ from some o udies such as the study on the impact of cashless policy on the
Nigerian economy un. che policy has a negative effect on the economy, particularly on

the informal @ and the study on the impact of cashless policy on the performance of

banks in @e a found that the policy has a negative impact on the performance of banks*>.

The&nd objective of this study seek to examine the effect of cashless policy on the
economic performance of Nigeria. The long run and short run estimate of the effect of
cashless policy variables on the economic performance of Nigeria was estimated using using
ARDL (4, 3) with restricted constant. The ARDL estimation shows that in the short run, the
cashless policy variables have significant effects on economic performance in Nigeria.

Among the cashless policy variables, only LATM has a significant positive effect on
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economic performance, while LIB and LPOS have significant negative effects. LMB has a
positive and significant effect on economic performance. LBMI, INT, and LR also have
significant positive effects on economic performance. The negative and statistically
significant coefficient for CointEq(-1) suggests that the cashless policy has a significant and
positive impact on the economic performance of Nigeria in the short run, and any deviation

AP

Whereas in the long run, the cashless policy variables have a significant '1@&% on the

from the long-run equilibrium will be corrected in the short run.

economic performance of Nigeria. Both LATM and LPOS have 4%} impact on
economic performance, while LIB and LMB have a negative impagt®~Th&liquidity ratio has a
negative impact, and the interest rate has a negative impact @%’}nomic performance. The
bank market index has a positive impact on economi Y %rmance. These results indicate

that electronic payment methods can contribute itively to the growth of the Nigerian

economy. QJ)\\‘

The results of the study are consiste@ previous studies that have analyzed the impact of
cashless policy on the econorﬁ\yrformance in Nigeria. The studies found that cashless
policy has a significant oh the Nigerian economy, with electronic payment channels

improving efﬁcienc@cing transaction costs, and increasing financial inclusion®’.
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Chapter Five
Conclusion

This chapter of the study provides a summary of the major findings, conclusion,

recommendations, and suggestions for further studies followed by the concluding remarks.
5.1 Summary of Findings

Advancement in technology in the banking sector in Nigeria has made it po@%r the
implementation of cashless policy in Nigeria. Bank users are encoura @@ alternative

.\'\

banking services provided with the aid of technology instead of the 4raditional banking hall
services. However, this policy has some implication for ba;{%'\bi customers and the
economy. This study therefore explores the impact of oasb&@policy on the performance of
banks and the performance of the Nigerian eco@%hannels through with bank users

transact with the aid of technology make ui h@{iables that measures cashless policy, this

N
include ATM transactions, POS transaétionssAnternet Banking transactions, Mobile Banking
transactions. The performance of @s was measured by the bank market index while

economic performance was %easu ed by the growth rate of the economy in Nigeria. The data
I

for these variables v&e@% (? from CBN and NGX covering 2009Q1 to 2020Q4.

The descriptive %q’;tics of the data provides important information about the distribution of
the variables e study, the correlation matrix shows that the degree of association between
ecor@ growth and the other variables are weak, suggesting that these variables may not
have a significant impact on economic growth. However, the positive correlations between
LBMI, LATMVA, and LR suggest that the performance of deposit money banks and
liquidity have a slightly positive impact on economic growth. The negative correlations
between LIBVA, LMBVA, and LPOSVA suggest that the use of electronic banking may

have a slightly negative impact on economic growth. The data was further tested for unit root,
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and found that the variables are combination of I(0) and I(1). The long run cointegration was
also established with the aid of the ARDL bound test for cointegration. Having established

this, the ARDL method of estimation was used for the estimation of the models in the study.

From the first objective of the study, it was established that the value of ATM and POS
transactions have a positive and significant impact, while past values of LIB and LMB
transactions have a negative impact. The impact varies across different time (@tiods,

Y

suggesting that the policy may not have a consistent effect on bank p§rfo ;&:e. Other
macroeconomic variables such as interest rate and economic growth h ositive impact,
while the second lag of LR has a negative impact on bank perfo c€ Meanwhile, in the
long run, cashless policy has a significant impact on the pe@%}nce of banks in Nigeria.
LIB and LMB have a positive and significant impact X k performance, whereas LPOS
has a negative and significant effect. LATM hasﬁsigniﬁcan‘[ effect. The liquidity ratio,
interest rate, and economic growth also h .Q}éﬂ ant positive effects on bank performance.
The implication is that banks that ado@ore mobile and internet banking transactions are
likely to perform better, while (@at rely more on point of sale transactions may perform

poorly. Banks with higherd.%uidity ratios, higher interest rates, and operating in growing

economies also tendto orm better.

The second '@)&v’e confirmed that among the cashless policy variables, only LATM has a
signiﬁcw@o itive effect on economic performance, while LIB and LPOS have significant
neg&ffects. LMB has a positive and significant effect on economic performance. LBMI,
INT, and LR also have significant positive effects on economic performance. While in the
long run the cashless policy variables have a significant impact on the economic performance
of Nigeria. Both LATM and LPOS have a positive impact on economic performance, while

LIB and LMB have a negative impact. The liquidity ratio has a negative impact, and the
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interest rate has a negative impact on economic performance. The bank market index has a

positive impact on economic performance.

Overall, the study provides useful insights into the impact of the cashless policy on the
performance of banks in Nigeria, which can guide policymakers and stakeholders in making

informed decisions.
5.2 Conclusion ‘ ,{b
This study examined the banks cashless policy and economic perfor;i:q@g)escriptive

statistics showed weak correlations between economic growth and the other variables, but
positive correlations between LBMI, LATMVA, and LR suggesé%)éig 1.;1 positive impact on
economic growth. Negative correlations were found @n LIBVA, LMBVA, and
LPOSVA, suggesting a slightly negative impact. The f@found that in the short term, ATM
and POS transactions have a positive impact.oK k performance, while LIB and LMB have

Lyt

a negative impact. In the long run, on has a significant positive effect on economic
performance, while LIB and LPO @ significant negative effects. LBMI, INT, and LR
have significant positive effecmoth bank performance and economic performance. The
study suggests that bankQ t Hopt more mobile and internet banking transactions perform

better, while those t ly more on point of sale transactions may perform poorly. The study

concludes L@cashless policy has a significant impact on the performance of banks and

ecor@owth in Nigeria

5.3 Recommendations
Based on the findings of this study, the following are recommended

1. Policymakers should continue to promote the use of electronic payment methods, such as

ATM and POS transactions, as they can have a positive impact on economic growth.
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However, measures should be put in place to regulate the use of mobile banking and

internet banking transactions to prevent any negative impact on economic performance.

2. Banks need to carefully manage their adoption of the cashless policy channels and
consider the short-run impacts on their performance. Since most of the impacts in the

short run are not immediate.

3. The central bank of Nigeria should consider adjusting interest rates to profq@better

bank performance. . Qg)

4. The positive impact of the bank market index on economic performance highlights the

. "
importance of a stable and well-functioning banking se%(%&' romoting economic

growth. Policymakers should therefore consider imple ’gng policies that promote the

growth of the banking sector and increase li@ the economy to boost economic
performance in the short run. . ‘ﬁ
5. Policy makers should adopt a longste proach to policy implementation, as the effect

of cashless policy variables o@ik performance and economic growth varies across

different time periods.

'\
6. The study fou t@’%,nks that adopt more mobile and internet banking transactions

tend to per%@better. Therefore, policymakers should encourage the adoption of these

channels\as they have a positive impact on bank performance.
5.4 (@'ibution to Knowledge

This study has made several contributions to the body of knowledge. First, it provides
empirical evidence on the impact of cashless policy on the performance of deposit money
banks and the overall economic growth of Nigeria. Second, it offers insights into the role of
different electronic banking channels and macroeconomic variables in shaping the

performance of deposit money banks and economic growth. Third, it demonstrates the
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usefulness of the ARDL model in examining the short- and long-run relationships between
the variables of interest. Fourth, it highlights the importance of considering different time
periods and lags in analyzing the impact of cashless policy and macroeconomic variables on
bank performance and economic growth. Finally, the study suggests that policymakers should
pay close attention to the adoption of mobile and internet banking transactions and their
impact on bank performance and economic growth, as well as the potential nega.tive impact

of the use of point of sale transactions. Q')i\

5.5 Areas for Further Study ‘%\ :

Further research should be conducted to investigate the reasons b@g?gative impact of the

values of Internet banking and Mobile Banking transactio@n economic growth and to

identify potential solutions. Q@
Ok
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Appendix I

Collected Data for the Study

LPOSV LMBV LATMV MP
Year LBMI YG A A LIBVA A LR R INT
2009Q 5.80024 2.40061 0.23901 4.43260 34.3066 . 18.2
1 4 8.04 9 7 1 6.30737 7&@ 9
2009Q  6.07992 2.40061 0.23901 4.43260 3 . 19.0
2 6 8.03 9 7 1 6.3.0737‘%,3 7 8.00 4
2009Q 5.88661 2.40061 0.23901 4.43260 &%‘\\‘ 19.2
3 3 8.02 9 7 ']$ 30737 2931 6.00 1
2009Q  5.84660 2.40061 0.23901 4@? 26.5666 19.4
4 3 8.01 9 ‘@ 1 6.30737 7 6.00 2
2010Q  5.98369 2.54317 1&9'@? 3.22087 30.0866 18.8
1 3 8.01 % 7 4  5.990739 7 6.00 6
2010Q  6.00201 @%‘% 1.89461 3.22087 30.3333 18.4
2 7 @QQ 6 7 4 5.990739 3 6.00 9
2010Q  5.88247 2.54317 1.89461 3.22087 16.9
3 ‘%Q 6.66 6 7 4 5.990739 30.35  6.08 8
201@5561 2.54317 1.89461 3.22087 27.5866 16.0
4 3 598 6 7 4  5.990739 7 6.25 0
2011Q 6.03219 152 3.43463 2.94338 4.08782 15.7
1 1 4 2 6 3 7.353556 2593 6.83 8
2011Q 5.95900 163 3.43463 2.94338 4.08782 7.353556 18.5133 7.83 15.7
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2 2
2011Q  5.74258
3 6
2011Q  5.63652
4 6
2012Q  5.67661
1 7
2012Q  5.74323
2 8
2012Q  5.92330
3 2
2012Q  5.89071
4 4
2013Q  6.00395
1 3

2013Q  6.00545

2013Q %9
: Q

2013Q  6.03372

4 6

2014Q  5.98303

1 7

13.0

16.7

13.4

17.8

14.5

10.0

7

11.2

9

12.6

5

10.2

2

3.43463

2

3.43463

2

3.87137

4

3.87137

4

3.87137

4

3.87137

4

6

2.94338

6

2.94338

6

3.45028

4

3.45028

4

3.45028

3

4.08782

3

4.08782

3

3.45212

I

3.45212

3

20.2333
7.353556 3 892
37.3333  12.0

7.353556 3

37. 5533@
7.593202 ‘@%

@“ 4648 0

48.4666 12.0

@ 7.593202 7 0

4

5.0815%%6142 3.85685

2 5
%{w

QQQ 150 4.96142

6 5

5.08150 4.96142

6 5

5.08150 4.96142

6 5

574323 5.84778

3 8

4

123

6

3.85685

6

3.85685

6

3.85685

6

4.30465

4

42.1633 12.0

7.593202 3 0

65.3966 12.0

7.947657 7 0

72.1366 12.0

7.947657 7 0

52.3566 12.0

7.947657 7 0

12.0

7.947657 48.43 0

447133 12.0

8.210635 3 0

15.8

16.6

17.1

16.9

16.6

16.5

16.5

16.6

16.5

17.0

16.8



2014Q  6.04209 5.74323 5.84778 4.30465
2 4 9.05 3 8 4
2014Q 6.06117 12.0 5.74323 5.84778 4.30465
3 7 6 3 8 4
2014Q 5.91207 13.1 5.74323 5.84778 4.30465
4 9 0 3 8 4
2015Q 5.76833 6.10593 4.51722
1 1 432 7 6.09211 7
2015Q  5.95799 6.10593 4.51722
2 4 517 7 6.09211

2015Q  5.75905 6.10593 @Q
3 9 6.02 7 6.09 '1‘}\& 7
2015Q 5.65530 6.10593 4.51722
4 4 7.12 %%09211 7
2016Q  5.42481 &%ﬁ 6.62922 4.88552
1 8 6 Q 7 8 8
2016Q  5.58003 6.63199 6.62922 4.88552
2 ‘%Q 3.01 7 8 8
2016@4318 6.63199 6.62922 4.88552
3 3 9.15 7 8 8
2016Q 124 6.63199 6.62922 4.88552
4 5.576 9 7 8 8
2017Q 5.63285 17.0 7.25121 7.00488 5.21817
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8.210635

8.210635

8.210635 41.5@

8.28658

8.286585

8.286585

8.514817

8.514817

8.514817

8.514817

8.76991

40.58

44.9933

3

3

3
.\ |
&°§
748286585 37.65
\

39.7066

7

41.46

41.0833

3

37.8566

7

41.5033

3

44.6866

7

44.0466
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0
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0
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13.0

0
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11.6
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14.0

16.5

16.4
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1 9
2017Q  5.86787
2 4
2017Q  6.09250
3 1
2017Q  6.14930
4 8
2018Q  6.32852
1 6
2018Q  6.20153
2 6
2018Q 6.07144
3 6
2018Q  6.00343
4 4

2019Q 6.01208

2019Q %@Q

: Q
2019Q 5.81034
3 2

2019Q 5.83691

4 4

14.7

10.7

7.22

9.26

13.5

13.5

8

12.6

Qb@ﬂ 8.53325

1
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0

12.3

4

2

7.25121

2

7.25121

2

7.25121

2

7.77616

1

7.77616

1

7.77616

1

1
7.00488
1
7.00488
1
7.00488
1
7.58794
5

7.58794

7585

7, 7761%%‘58794

8.07239

8.07239

8.07239

8.07239

6

8.53325

6

8.53325

6

8.53325

6
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3 7
5.21817 46.9866
3 8.76991 7
5.21817
3 876991  46.43
5.21817 )
3 8.76991 ‘@Q@
‘%;5 19366
6.51607 8.7 7
° \QQ 47.6633
a@ 8.776489 3
39.8866
6.51607  8.776489 7
6.51607 8.776489  63.96
6.16989 64.3866
9 8.781495 7
6.16989 64.1633
9 8.781495 3
6.16989
9 8.781495  68.72
6.16989 82.3533
9 8.781495 3

50.0933 &

0

14.0

0

14.0

14.0

14.0

14.0

13.8

13.5

13.5

13.5

17.5

17.7

17.7

17.4

17.0

16.6

16.4

15.6

16.4

15.3

14.9



2020Q 5.77818 12.0 7.93962 9.87188 12.3699 87.9266 135 13.2
1 9 1 2 5 7 9.393001 7 0 6
2020Q  5.65540 - 7.93962 9.87188 12.3699 12.8 124
2 9 2.80 2 5 7 9.393001 68.51 3 2
2020Q 7.93962 9.87188 12.3699 62.0633 . 12.1  11.8
3 5.68316 3.39 2 5 7 9.393001 3& 1
2020Q 5.95414 10.0 7.93962 9.87188 12.3699 .‘\QO 115 114
4 3 7 2 5 7 9.39300 9.97 0 2
.A\}*'\
Appendix 11 - ¢

1. Descriptive Statistics

Preliminary Test®

$

Q'}%

A
YG LBMI LIBVA L?\T@% LMBVA LPOSVA LR INT
\

Mean

Median

Maximum

Minimum

Std. Dev.

Skewness

10.3032 5.8839 5.2526\. 79937

@' 8.2486

10.5956 59132 4.

DY

KurtosiQQ 3.5610

Jarque-Bera  3.4099

Probability

17.8590 6.328&%2.3699 9.3930

-2.7960 @ 3.2208  5.9907
4.15 Qd1833 2.3703  0.9947  2.7415
‘%EQ% -0.2077 2.2148 -0.7696 -0.2981
2.8130 7.1700 2.6117  2.2241
0.4150 74.0225 5.0404 1.9151

0.1817 0.8125 0.0000 0.0804
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5.4213

5.5709 45.9398

5.9699  5.9245 43.1050

9.8718 8.0723 87.9266

0.2390 2.4006 18.5133

2.0191 15.4162

-0.2992  0.6757

1.6622  3.1550

4.2956  3.7008

0.3838 0.1167 0.1571

16.5565

16.6883

19.4233

11.4200

1.6294

-1.3298

5.6567

28.2658

0.0000



Sum 494.55 282.42 25212 383770  260.22 267.40 2205.11 794.71

Sum Sq. Dev. 811.42 1.5800 264.06  46.50 353.26  191.62 11170.00 124.79

Observations 48 48 48 48 48 48 48 48
A
o
%

@
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2 Correlation

YG LBMI LIBVA LATMVA LMBVA LPOSVA LR INT

YG 1 0.1733 -0.2624 0.0383  -0.0587 -0.0228 0.0439 0.1189
LBMI 1 -0.1077 -0.0963  -0.0677 -0.0183 0.0439  0.2011
LIBVA 1 0.6502  0.7119  0.6386  0.6093 . -0.7865
LATMV &b

A 1 0.9587  0.9552 y -0.6000
LMBVA 1 0. 975§,§0 7388  -0.6618
LPOSVA &%\ 0.7092  -0.5132
LR 1 -0.5415
INT QQ 1

3 Unit Root Test (ADF Test)

LBMI

At Level

Exogenous: Consté\‘

Null Hypothesis: LB@@‘[ root

near Trend

Lag Length:‘%tomatlc based on SIC, maxlag=10)

o

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2.642350 0.2642
Test critical values: 1% level -4.148465
5% level -3.500495
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10% level -3.179617

*MacKinnon (1996) one-sided p-values.
At First Difference

Null Hypothesis: D(LBMI) has a unit root
Exogenous: Constant, Linear Trend

Lag Length: 0 (Automatic - based on SIC, maxlag=10)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -6.817525 0.0000
Test critical values: 1% level 4392511
5% level =3.502373
10% level -3.180699
*MacKinnon (1996) one-sided p-valuess
LATMVA
At Level
Null Hypothesis; LATMVA has a unit root
Exogenous~Coristant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=10)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.545314 0.3062
Test critical values: 1% level -4.148465
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5% level -3.500495

10% level -3.179617

*MacKinnon (1996) one-sided p-values.

At First Difference
Null Hypothesis: D(LATMVA) has a unit root
Exogenous: Constant, Linear Trend

Lag Length: 3 (Automatic - based on SIC, maxlag=10)

S

N

%\Q%

@c Prob.*
Augmented Dickey-Fuller test statistic Q\ 3.809389 0.0247
Test critical values: 1% level : ® -4.165756
5% level -3.508508
0%@%‘ -3.184230
*MacKinnon (1996) 0ne-s®%lues.
LIBVA é Q
At Level
Null &hesm LIBVA has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=10)
t-Statistic Prob.*
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Augmented Dickey-Fuller test statistic -1.579333 0.7874
Test critical values: 1% level -4.148465

5% level -3.500495

10% level -3.179617

*MacKinnon (1996) one-sided p-values.

&
At First Difference ‘%‘\QO
4%'3

Null Hypothesis: D(LIBVA) has a unit root . )\\a

Exogenous: Constant, Linear Trend '@

S

Lag Length: 0 (Automatic - based on SIC, maxlag=10)\ '$

N

. \% t-Statistic Prob.*
Augmented Dickey-Fuller test statistic é‘j -7.512987 0.0000
(.
Test critical values: 1% evé@u -4.152511
0 ].gvel -3.502373

Q)Q%" o level -3.180699

*MacKinno@ne-sided p-values.
LMB®

At Level
Null Hypothesis: LMBVA has a unit root

Exogenous: Constant, Linear Trend
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Lag Length: 1 (Fixed)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.931867 0.1617
Test critical values: 1% level -4.152511
5% level -3.502373
10% level -3.180699
*MacKinnon (1996) one-sided p-values.
At First Difference
Null Hypothesis: D(LMBVA) has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 1 (Fixed)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -7.508307 0.0000
Test critical values; 1% level -4.156734
5% level -3.504330
10% level -3.181826

*MacKinnon (1996) one-sided p-values.

LPOSVA

At Level
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Null Hypothesis: LPOSVA has a unit root
Exogenous: Constant, Linear Trend

Lag Length: 0 (Automatic - based on SIC, maxlag=10)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -3.496472 0.0505
Test critical values: 1% level -4.148465
5% level -3.500495
10% level -3.179647
*MacKinnon (1996) one-sided p-values.
At First Difference
Null Hypothesis: D(LPOSVA) has a unit#Qot
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based,on SIC, maxlag=10)
t-Statistic Prob.*
Augmented Piekey-Fuller test statistic -8.051453 0.0000
Test ciitidahwvalues: 1% level -4.152511
5% level -3.502373
10% level -3.180699

*MacKinnon (1996) one-sided p-values.
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YG
At Level
Null Hypothesis: YG has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=9)
Ad

Y

t-Statistic 5?)5

K E 0.0386

6216

-3,
'3
Test critical values: 1% level -4, @% )}

5% level . < %s08508

10% level @Q\ -3.184230
A
*MacKinnon (1996) one-sided p-values. C.')\Q

INT \)Q)%:é'

At Level "

Null Hypothesis: IN'@%& root

Exogenous: Co s@gLinear Trend

Lag Length utomatic - based on SIC, maxlag=0)

Q t-Statistic Prob.*

Augmented Dickey-Fuller test statistic

Augmented Dickey-Fuller test statistic -0.012507 0.9949
Test critical values: 1% level -4.165756
5% level -3.508508
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10% level

-3.184230

*MacKinnon (1996) one-sided p-values.

1st DIf]‘
Null Hypothesis: D(INT) has a unit root

Exogenous: Constant, Linear Trend

Lag Length: 0 (Automatic - based on SIC, maxlag=0)

t-Statistie Prob.*
Augmented Dickey-Fuller test statistic <5.424557 0.0003
Test critical values: 1% level -4.170583
5% level -3.510740
10% level -3.185512
*MacKinnon (1996) one-sided p*valugs.
LR
At Level
Null Hypothesis: LR has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=9)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.789602 0.2082
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Test critical values: 1% level -4.165756

5% level -3.508508

10% level -3.184230

*MacKinnon (1996) one-sided p-values.

First Diff

Null Hypothesis: D(LR) has a unit root ‘@ C
4%'3

N

Exogenous: Constant, Linear Trend . )\\a
Lag Length: 1 (Automatic - based on SIC, maxlag=9) 6&%
QQ s—Statistic Prob.*
A
Augmented Dickey-Fuller test statistic (\. :@ -6.335507 0.0000
A \/)
Test critical values: 1% level '6 -4.175640
5%@% -3.513075
°o.kevel -3.186854

*MacKinnon (1996) ane- 1563 p-values.

4 Lag Selection
VAR Lag’Order Selection Criteria
Endogenous variables: YG LBMI LIBVA LATMVA LMBVA LPOSVA

LR INT

Exogenous variables: C
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Date: 04/03/23 Time: 00:56

Sample: 2009Q1 2020Q4

Included observations: 44

Lag LogL LR FPE AIC SC HQ

0 -485.2273 NA 0.753120  22.41942  22.74382 22.5391:60'
1 -236.4525  395.7781 0.000178  14.02057 16.94015 rx@%ﬁ
2 -179.6128  69.75788  0.000329  14.34603  19.86080 %391 18

3 -79.88081  86.13214 0.000158  12.72186 20.%% 1 '315.72942

4 199.2924  139.5866*

9.26e-08* 2.94125.6*4% 4639* 6.911237*

FPE: Final prediction error

AIC: Akaike information criﬁio&
on

SC: Schwarz informati Q'%x
HQ: an—g gu%&gl ormation criterion

Q
Y
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test at 5%

>
* indicates lag order selected by the criterkﬁ}ﬁ
a

LR: sequential modified LR test statistic’@'

P

level)



Appendix 11T

Effect Cashless Policy on performance of Deposit Money Banks in Nigeria

1 ARDL Output
Dependent Variable: LBMI

Method: ARDL &b‘

Date: 04/03/23 Time: 18:02 ,%‘\QO
4%'3

Sample (adjusted): 2009Q4 2020Q4

Maximum dependent lags: 4 (Automatic selection) . '$@
Model selection method: Akaike info criterion (AIG@

Dynamic regressors (3 lags, automatic): LAT MB LPOS LR

INT YG
>

Fixed regressors: C

Number of models evalulated: %6)

"
Selected Model: ARDL(3;$33, 3, 3, 3, 3,3)

Included observations: 45 after adjustments

Note: final equation sarple is larger than selection sample
q g p

V@iaae Coefficient Std. Error t-Statistic Prob.*

%MI(-I) 0.236319 0.157161 1.503677 0.1566
LBMI(-2) 0.370845 0.186353 1.990012 0.0680
LBMI(-3) -0.109117 0.128911 -0.846453 0.4126

LATMVA 0.101556 0.122902 0.826316 0.4235
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LATMVA(-1)
LATMVA(-2)
LATMVA(-3)
LIBVA
LIBVA(-1)
LIBVA(-2)
LIBVA(-3)
LMBVA
LMBVA(-1)
LMBVA(-2)
LMBVA(-3)
LPOSVA
LPOSVA(-1)
LPOSVA(-2)

LPOSVA(-3)

E Q
INT
INT(-1)
INT(-2)

INT(-3)

0.242271
-0.098486
-0.300226
-0.016504

0.030939

0.015684

0.104508

0.088485

0.083737

0.027989

0.352381

-0.076830

Qe

%
QQ 20.002109
LR(1) X Q)

0.005974

-0.002167

0.004058

0.112155

0.073637

0.041520

0.164271
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0.126025

0.102314

0.114831

0.020813

0.024201

0.024219

0.026832

0.071420

1.922404

-0.962587

-2.614490

-0.792977

1.278415

0.647604 @i&g

3.89489

1.23 31

0.065965 q§>§

0.071801 Q@ 0.389816

0.@ 5.294622

&;9628

Y\

-0.1227 C-)\

0.127109

0.104659

0.094832

0.002256

0.002717

0.002537

0.001897

0.052394

0.047334

0.044031

0.038402

-0.642240

-0.965688

-0.067793

-4.753916

-0.934800

2.198288

-0.854063

2.139494

2.140611

1.555678

0.942967

4.277626

0.0767
0.3533
0.0214
0.4420

0.2235

.0018
0.2373
0.2265
0.7030
0.0001
0.5319
0.3518
0.9470
0.0004
0.3669
0.0466
0.4085
0.0519
0.0518
0.1438
0.3629

0.0009



YG 0.014405 0.004628 3.112344 0.0082
YG(-1) -0.017337 0.005341 -3.245992 0.0064
YG(-2) 0.020449 0.005651 3.618838 0.0031
YG(-3) 0.019027 0.005899 3.225483 0.0066
C -3.798927 1.738089 -2.185692 0.0477

ab
R-squared 0.967137 Mean dependent var LR 68
Adjusted R-squared 0.888772 S.D. dependent var ‘%\%6740
S.E. of regression 0.062279  Akaike info criterion, )\‘%'3 -2.533860
Sum squared resid 0.050424 Schwarz criterionﬁ'&%\ -1.249123
Log likelihood 89.01186 Hannan- u"@ter. -2.054923
F-statistic 12.34145 Durbi éson stat 2.136559

Prob(F-statistic)

0.000012 y “\\'
O

*Note: p-values and any subsequent tex@) not account for model

selection.

\)Q)
@w

2 Long Run Form alQ]juund Test

ARDL Lon

@rm and Bounds Test

Deper%@riable: D(LBMI)

Selected Model: ARDL(3, 3, 3, 3, 3, 3, 3,3)

Case 2: Restricted Constant and No Trend

Date: 04/03/23 Time: 18:09

Sample: 2009Q1 2020Q4
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Included observations: 45

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.
C -3.798927 1.738089 -2.185692 0.0477(b
LBMI(-1)* -0.501953 0.090785 -5.529009 @&\
LATMVAC(-1) -0.054885 0.104455 -0. 525439@0
LIBVA(-1) 0.134627 0.025181 {% 0.0001
LMBVA(-1) 0.552592 0.136057 &%460 0.0013
LPOSVA(-1) -0.657496 0.1622521»$ -4.052250 0.0014

LR(-1) 0.005756 obé? 2.832271 0.0141

INT(-1) 0.391583 C@SOB 5.015595 0.0002

YG(-1) 0.0365 0.006713 5443330  0.0001
D(LBMI(-1)) .2@%53 0.149153  -1.754758 0.1028
D(LBMI(-2)) 0,109117 0.128911 0.846453 0.4126

D(LATMVA QQ 0.101556 0.122902 0.826316 0.4235

D(LATMV%{)) 0.398712 0.122116 3.265040 0.0061
D(LAT (-2)) 0.300226 0.114831 2.614490 0.0214
@LIBVA) -0.016504 0.020813 -0.792977 0.4420
D(LIBVA(-1)) -0.120192 0.027698 -4.339395 0.0008
D(LIBVA(-2)) -0.104508 0.026832 -3.894892 0.0018
D(LMBVA) 0.088485 0.071420 1.238931 0.2373

D(LMBVAC(-1)) -0.380370 0.090083 -4.222417 0.0010
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D(LMBVA(-2)) -0.352381 0.066554 -5.294622 0.0001
D(LPOSVA) -0.076830 0.119628 -0.642240 0.5319
D(LPOSVA(-1)) 0.457919 0.100613 4.551278 0.0005
D(LPOSVA(-2)) 0.450824 0.094832 4.753916 0.0004
D(LR) -0.002109 0.002256 -0.934800 0.36.69
D(LR(-1)) -0.001892 0.001909 -0.991070 O.@b
D(LR(-2)) -0.004058 0.001897 -2.139494 . '\?@ 19
D(INT) 0.112155 0.052394 2..140‘§'3 0.0518
D(INT(-1)) -0.205791 0.047934 ;{@&2 0.0009
D(INT(-2)) -0.164271 0.038402 \ Q.277626 0.0009
D(YG) 0.014405 0.0@3 3.112344 0.0082
D(YG(-1)) -0.039476  * \ 5492 -7.187964 0.0000
D(YG(-2)) -0.0190 C-) 0.005899 -3.225483 0.0066
* p-value incompatible with t-B&%n?(gtribution.
%w
~N
\\) , Levels Equation
‘%Q Case 2: Restricted Constant and No Trend
N
Q'\a‘r)iable Coefficient Std. Error t-Statistic Prob.
LATMVA -0.109342 0.207063 -0.528061 0.6064
LIBVA 0.268206 0.083109 3.227146 0.0066
LMBVA 1.100883 0.389839 2.823942 0.0144



LPOSVA -1.309874 0.473833 -2.764423 0.0161
LR 0.011468 0.004847 2.366071 0.0342
INT 0.780118 0.238971 3.264493 0.0062
YG 0.072803 0.014252 5.108208 0.0002

C -7.568288 4.347280 -1.740925 0.1053
AW

EC =LBMI - (-0.1093*LATMVA + 0.2682*LIBVA + 1.1009*LMBVA -1.30

g

*LPOSVA + 0.0115*LR + 0.7801*INT + 0.0728*YG -7.5683) ‘@

F-Bounds Test

N

.%ﬁ,

Null Hypqthg" o levels relationship
PR

Value @Q

Y

Test Statistic 1(0) I(1)

= {$a ,

(') Asymptotic:

(b"é' n=1000
F-statistic 1°85679 10% 1.92 2.89
k Q N7 5% 2.17 3.21
C)Q 2.5% 243 3.51
‘%6\' 1% 2.73 3.9

Q
Q Finite Sample:
Actual Sample Size 45 n=45

10% 2.131 3.223
5% 2.504 3.723
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1%

3.383

4.832




3 Short Run ECM

ARDL Error Correction Regression
Dependent Variable: D(LBMI)

Selected Model: ARDL(3, 3, 3, 3, 3, 3, 3, 3)
Case 2: Restricted Constant and No Trend
Date: 04/03/23 Time: 18:15

Sample: 2009Q1 2020Q4

Included observations: 45

ECM Regression

Q'SO

Case 2: Restricted Constant a@nd

—

Variable Coefficient ‘\%d Error t-Statistic Prob.
N

D(LBMI(-1)) -0.261 SQ'} 0.077853 -3.361815 0.0051
D(LBMI(-2)) 0.@17 0.072985 1.495058 0.1588
D(LATMVA) %}&{01 556 0.068293 1.487055 0.1608
D(LATMVAC(- Q’Q 0.398712 0.063839 6.245584 0.0000
D(LATMV ) 0.300226 0.060862 4.932927 0.0003
D(L ) -0.016504 0.012732 -1.296271 0.2174
@%VA(-I)) -0.120192 0.015232 -7.890848 0.0000
D(LIBVA(-2)) -0.104508 0.016094 -6.493601 0.0000
D(LMBVA) 0.088485 0.033555 2.637013 0.0205
D(LMBVAC(-1)) -0.380370 0.037349 -10.18429 0.0000
D(LMBVA(-2)) -0.352381 0.039456 -8.930945 0.0000
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D(LPOSVA) -0.076830 0.062484 -1.229593 0.2406
D(LPOSVA(-1)) 0.457919 0.057864 7.913712 0.0000
D(LPOSVA(-2)) 0.450824 0.060316 7.474372 0.0000

D(LR) -0.002109 0.001246 -1.692327 0.1144

D(LR(-1)) -0.001892 0.001189 -1.591785 0.1354
D(LR(-2)) -0.004058 0.001334 -3.043296 &1

D(INT) 0.112155 0.028818 3. 891‘@% .0019
D(INT(-1)) -0.205791 0.024476 -8.4 %6 0.0000
D(INT(-2)) -0.164271 0.023819 &®6 86 0.0000

D(YG) 0.014405 0.003@57§% 4.712467 0.0004
D(YG(-1)) -0.039476 G@% -11.43667 0.0000
D(YG(-2)) -0.019027 » @002927 -6.500661 0.0000
CointEq(-1)* -0.501 3C-) 0.038231 -13.12934 0.0000
R-squared @03 Mean dependent var 0.001501
Adjusted R-squared “0.844958 S.D. dependent var 0.124446
S.E. of regression Q)QQ 0.049001  Akaike info criterion -2.889416
Sum squared 1 SIQ 0.050424 Schwarz criterion -1.925863
Log likeli 89.01186 Hannan-Quinn criter. -2.530213

Durbln@tson stat

2.136559

* p-value incompatible with t-Bounds distribution.
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F-Bounds Test

Null Hypothesis: No levels relationship

N

Test Statistic Value Signif.
F-statistic 11.85679 10%
k 7 5%

Post Estimation Test

4 Normality o
' AN
Series: Residuals
84 — Sample 2009Q4 2020Q4
7 ] Observations 45
6 Mean 2.18e-15
5 | Median 0.000780
Maximum 0.081777
4| Minimum -0.066000
3 Std. Dev. 0.033852
’ ] ] Skewness 0.279667
2 Kurtosis 3.112821
= Jarque-Bera  0.610470
0 Probability 0.736950

-0.06 -0.04 -0.02

0.00

0.02 0.04 0.06 0.08
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5 Serial Correlation

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.231623 Prob. F(4,9) 0.3634
Obs*R-squared 15.91874 Prob. Chi-Square(4) 0.00

,&\
6 Heteroskedasticity \
Heteroskedasticity Test: Breusch-Pagan-Godfrey EI

. x‘& M

F-statistic 0.796768 Prob. F(31,13) CO v ? 0.7093
Obs*R-squared 29.48268 Prob. Chi- Squasé&% 0.5441

Scaled explained SS 2.599329  Prob. Gﬁ@&e@l) 1.0000

7 Stability Test \;()
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Appendix IV
The Effec of Cashless Policy on Economic Performance of Nigeria
1 ARDL Output
Dependent Variable: YG
Method: ARDL

Date: 04/03/23 Time: 18:52 @

Sample (adjusted): 2010Q1 2020Q4 ,%‘\QO
4%'3

Included observations: 44 after adjustments

N

Model selection method: Akaike info criterion (AIC)  * '$©

Maximum dependent lags: 4 (Automatic selection)

Dynamic regressors (4 lags, automatic): LATM LIB@POS LBMI INT LR

G
Fixed regressors: C '6'

Number of models evalulated: 3 1250@

Selected Model: ARDL(4, 3, 4," 473,4,4)

O\
Variable ‘ QYoefﬁcient Std. Error t-Statistic Prob.*

Y 6\‘ -0.122460 0.323684 -0.378331 0.7182
@- ) 0.097232 0.316886 0.306836 0.7693
Q’G(S) -1.759610 0.324694 -5.419281 0.0016
YG(-4) -0.874400 0.366685 -2.384607 0.0544
LATMVA 65.72353 20.74466 3.168215 0.0194

LATMVA(-1) -18.26460 4.878757 -3.743699 0.0096
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LATMVA(-2)
LATMVA(-3)
LIBVA
LIBVA(-1)
LIBVA(-2)
LIBVA(-3)
LIBVA(-4)
LMBVA
LMBVA(-1)
LMBVA(-2)
LMBVA(-3)
LMBVA(-4)
LPOSVA
LPOSVA(-1)
LPOSVA(-2)

LPOSVA(-3)

Q)QQ

LPOSVA(#)

PN\

@QH-D

LBMI(-2)
LBMI(-3)
INT

INT(-1)

M629
%w
5.328907

-9.484672

17.02263
-7.636312

0.599736
-0.783762
-3.716765
-8.188791

15.97358
-8.452525
-2.945332
-8.641084
-53.86853

-52.239

15.@

83.98835
31.86555
31.63890
1.707084
-17.00290
1.102124

-8.262989

. @3033
O

4.640519

3.586869

2.469547

0.824354

0.879274

1.051408

7.481432

5.533288

-2.043882

4.745820

-3.092191

0.727523

-0.891374

-3.535035

-1.09454

2.8868%1

3.086471 @‘9 5

3.012685 q@-o.977643

\
38@9 -2.224195

18.71740

5.827323

4.100461

5.343722

29.86149

7.041659

10.33401

11.58541

8.214231

2.796108

3.376839
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-3.381508

-2.790937

2.588533

0.891029

0.997228

2.812598

4.525289

3.061630

0.147348

-2.069932

0.394164

-2.446960

0.0870

0.0032

0.0213

0.4943

0.4071

o

\ 3157

0.0278
0.0422
0.3660
0.0678
0.0148
0.0315
0.0413
0.4072
0.3572
0.0307
0.0040
0.0222
0.8877
0.0839
0.7071

0.0500



INT(-2) -4.276388 1.967620 -2.173382 0.0727
INT(-3) -7.437742 2.460301 -3.023103 0.0233
INT(-4) -5.484041 2.672194 -2.052261 0.0860
LR 0.252062 0.101756 2.477120 0.0480
LR(-1) -0.105631 0.145466 -0.726159 0.4951

LR(-2) -0.223972 0.121523 -1.843050 &Q&t
LR(-3) 0.045696 0.119058 0. 3838‘% 7143
LR(-4) -0.378026 0.129793 -2.91 0.0269
C -163.0125 165.5709 ﬁ% 0.3629
R-squared 0.978503 Mean de e%@&t ar 10.51031
Adjusted R-squared 0.845938 S.D. dependent var 4.282952
S.E. of regression 1.681092 Qﬁ@nfo criterion 3.611606
Sum squared resid 16.956 Schwarz criterion 5.152497
Log likelihood @ Hannan-Quinn criter. 4.183043
F-statistic 2.819313

Prob(F-statistic) ‘ Q 5& 0.009238

%’ﬁﬁS 1293  Durbin-Watson stat

*Note: p-value

P
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2 Long Run Form and Bound Test
ARDL Long Run Form and Bounds Test
Dependent Variable: D(YG)

Selected Model: ARDL(4, 3,4,4,4,3,4,4)
Case 2: Restricted Constant and No Trend
Date: 04/03/23 Time: 19:14

Sample: 2009Q1 2020Q4

Included observations: 44

S
%'Q%
2B

N

Conditional Error Correction Regre%ﬁO

Coefficient @ror

Variable t-Statistic Prob.
4

C -163.01 ‘\\,\165.5709 -0.984548 0.3629
YG(-1)* -3.65923 0.714609 -5.120613 0.0022
LATMVAC(-1) \)Q&&@ 17.52565 3.138080 0.0201
LIBVA(-1) %,’ -19.72589 9.244099 -2.133890 0.0768
LMBVA(-1 QQ -57.93389 18.64430 -3.107325 0.0209
LPOSV%Q 55.81601 22.32661 2.499977 0.0465
L‘Bﬁl) 48.20863 9.374633 5.142456 0.0021
Q%T(—l) -24.35904 6.796034 -3.584302 0.0116
LR(-1) -0.409871 0.148697 -2.756419 0.0330
D(YG(-1)) 2.536778 0.502375 5.049575 0.0023
D(YG(-2)) 2.634010 0.565345 4.659118 0.0035
D(YG(-3)) 0.874400 0.366685 2.384607 0.0544
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D(LATMVA)

D(LATMVA(-1))

D(LATMVA(-2))

D(LIBVA)
D(LIBVA(-1))
D(LIBVA(-2))
D(LIBVA(-3))

D(LMBVA)
D(LMBVA(-1))
D(LMBVA(-2))
D(LMBVA(-3))

D(LPOSVA)
D(LPOSVA(-1))
D(LPOSVA(-2))
D(LPOSVA(-3))

D(LBMI)

DLBMI(L)

D(L )

Q INT)

D(INT(-1))

D(INT(-2))

D(INT(-3))

D(LR)

Q

65.72353 20.74466 3.168215 0.0194
-7.537959 5.375937 -1.402167 0.2104
-17.02263 3.586869 -4.745820 0.0032
-7.636312 2.469547 -3.092191 0.0213
12.68932 7.196538 1.763253 . 0.1283
11.90556 7.130025 1.669778 6&\%‘460
8.188791 7.481432 1.09 .&QO 0.3157
15.97358 5.533288 i 88'? 15 0.0278
65.45495 18.81232 &%‘%%79365 0.0132
62.50961 17.6@@ 3.546304 0.0121
53.86853 @33 3.381508 0.0148
-52.2390 @18.71740 -2.790937 0.0315
-92. 0§-) 32.80014 -2.834467 0.0298
-@%726 31.25342 -2.857839 0.0289
. £83.98835 29.86149 -2.812598 0.0307
'@ 31.86555 7.041659 4.525289 0.0040
15.29581 8.223363 1.860044 0.1122
17.00290 8.214231 2.069932 0.0839
1.102124 2.796108 0.394164 0.7071
17.19817 4.023459 4.274474 0.0052
12.92178 3.055835 4.228560 0.0055
5.484041 2.672194 2.052261 0.0860
0.252062 0.101756 2.477120 0.0480
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D(LR(-1)) 0.556302 0.152366 3.651084 0.0107
D(LR(-2)) 0.332330 0.094159 3.529439 0.0124
D(LR(-3)) 0.378026 0.129793 2.912533 0.0269
* p-value incompatible with t-Bounds distribution.
Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LATMVA 15.02960 3.079942 4.879881 0.0028
LIBVA -5.390711 2385900 -2.259404 0.0646
LMBVA -15.83223 4.296549 -3.684871 0.0103
LPOSVA 1526345 5.831443 2.615725 0.0398
LBMI 13.17450 0.967657 13.61484 0.0000
INT -6.656861 1.884985 -3.531519 0.0123
LR -0.112010 0.053623 -2.088842 0.0817
€ -44.54822 41.20314 -1.081185 0.3211

EC=XG%W5.0296* LATMVA -5.3907*LIBVA -15.8322*LMBVA + 15.2535

*LPOSVA + 13.1745*LBMI -6.6569*INT -0.1120*LR -44.5482)

F-Bounds Test

Null Hypothesis: No levels relationship




Test Statistic Value Signif. 1(0) I(1)
Asymptotic:

n=1000
F-statistic 9.174159 10% 1.92 2.89
k 7 5% 217 - @}.21
2.5% 2‘43Q§ 3.51
1% ‘%} 3.9

: \%'3
Qé’g%\e Sample:

Actual Sample Size 44 \ n=45
QIQO% 2.131 3.223
C@ 5% 2.504 3.723
(b"é, 1% 3.383 4.832

Q
N
4%'\ Finite Sample:

Q)QQ n=40
6\» 10% 2.152 3.296
Q‘% 5% 2.523 3.829
Q 1% 3.402 5.031
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3 Short Run ECM Test

ARDL Error Correction Regression
Dependent Variable: D(YG)

Selected Model: ARDL(4, 3,4,4,4,3,4,4)
Case 2: Restricted Constant and No Trend
Date: 04/03/23 Time: 19:19

Sample: 2009Q1 2020Q4

Included observations: 44

ECM Regression

Q}“D

Case 2: Restricted Constant ﬁ“rend

N

Variable Coefficient, \ Std. Error t-Statistic Prob.
AN

D(YG(-1)) 2.53877 0.194307 13.05549 0.0000
D(YG(-2)) 2&010 0.233157 11.29714 0.0000
D(YG(-3)) %}({874400 0.122637 7.129957 0.0004
D(LATMV Q’Q 65.72353 4.791822 13.71577 0.0000
D(LATMVQ—I) -7.537959 1.806621 -4.172407 0.0059
D(LA (-2)) -17.02263 1.776711 -9.580978 0.0001
Q%IBVA) -7.636312 0.634133 -12.04212 0.0000
D(LIBVAC(-1)) 12.68932 1.057657 11.99758 0.0000
D(LIBVAC(-2)) 11.90556 0.877479 13.56791 0.0000
D(LIBVAC(-3)) 8.188791 0.717482 11.41324 0.0000
D(LMBVA) 15.97358 1.548433 10.31596 0.0000
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D(LMBVAC(-1)) 65.45495 4.962416 13.19014 0.0000
D(LMBVA(-2)) 62.50961 4.588007 13.62457 0.0000
D(LMBVA(-3)) 53.86853 4.314686 12.48493 0.0000
D(LPOSVA) -52.23909 4.094879 -12.75717 0.0000
D(LPOSVA(-1)) -92.97089 7.195826 -12.92011 0 0000
D(LPOSVA(-2)) -89.31726 6.548819 -13.63868 00000
D(LPOSVA(-3)) -83.98835 6.780376 -12‘% 0.0000
D(LBMI) 31.86555 3.364216 1909 0.0001
D(LBMI(-1)) 15.29581 2.240953 @5584 0.0005
D(LBMI(-2)) 17.00290 2. 8938Q@ 5.875442 0.0011

D(INT) 1.102124 @%33 1.368022 0.2203
D(INT(-1)) 17.19817 \%1 409475 12.20183 0.0000
D(INT(-2)) 12. g) 1.145163 11.28379 0.0000
D(INT(-3)) @041 0.957456 5.727724 0.0012

D(LR) \({252062 0.032284 7.807761 0.0002

D(LR(-1)) C)Q 0.556302 0.059577 9.337608 0.0001
D(LR( 0.332330 0.040197 8.267459 0.0002
C%B% 0.378026 0.047942 7.885024 0.0002
Q%Eq( 1)* -3.659238 0.263632 -13.88011 0.0000
R-squared 0.976707 Mean dependent var 0.046810
Adjusted R-squared 0.928456 S.D. dependent var 4.114486
S.E. of regression 1.100533  Akaike info criterion 3.247970
Sum squared resid 16.95642 Schwarz criterion 4.464463
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Log likelihood -41.45534 Hannan-Quinn criter. 3.699104

Durbin-Watson stat 2.819313

* p-value incompatible with t-Bounds distribution.

F-Bounds Test Null Hypothesis: No levels relationship
. . .. MR
Test Statistic Value Signif. 1(0) ,&\b’[( 1)
.
F-statistic 9.174159 10% . \CO 2.89
k 7 5% «2.17 3.21

2.5% &%\ 243 3.51
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Post Estimation Test

4 Normality
8
Series: Residuals
7 Sample 2010Q1 2020Q4
6 Observations 44
5 | Mean -2.06e-13
Median -0.028192
4 | | Maximum 1.353630
Minimum -1.423560
3 Std. Dev. 0.627961
Skewness 0.078469
2 Kurtosis 2.856511
Ly Jarque-Bera  0.082900
0 Probability 0.959397
15 -1.0 05 0.0 05 1.0 15

5 Serial Correlation

Breusch-Godfrey Serial Correlation LM Tests

F-statistic 1.165690y Prob. F(4,2) 0.5102

Obs*R-squared 80.Y9226 Prob. Chi-Square(4) 0.0000

6 Heteroskedasticity

Heteroskedasticity*Test: Breusch-Pagan-Godfrey

F-statistic 0.674749 Prob. F(37,6) 0.7887
Obs*R-squared 35.47444  Prob. Chi-Square(37) 0.5406
Scaled explained SS 0.612323  Prob. Chi-Square(37) 1.0000
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7 Stability

1.6

1.2 |

0.8 |

0.4 |

0.0

2019 2020

— CUSUM of Squares ----—- 5% Significance
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