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CHAPTER ONE

1.0 INTRODUCTION OF THE STUDY

The Central Bank is traditionally the apex bank of a nation. As the apex bank, it plays a major role in the economic development process of a nation. In Nigeria as in most developing countries, the Central Bank has a mandate to perform the following key functions: management and promotion of a sound financial system; serving as a banker to commercial banks and acting as financial agent to the Federal government; ensuring monetary and price stability; issuing of legal tender currency in Nigeria; and maintenance of external reserves to safe guard the international value of the legal tender currency (Ejiro, 2020).

In line with the aforementioned mandate, the Central Bank of Nigeria’s mission statement is “to be proactive in providing a stable framework for economic development through the effective, efficient and transparent implementation of monetary and exchange rate policy and management of the financial system” (Central Bank of Nigeria in Gbadamosi, 2021). To this end, the CBN has recently introduced a new policy tagged “cashless policy”.


As the financial agent of the Federal government, the CBN introduces the policy to minimize money laundering, terrorist financing and other economic and financial crimes in Nigeria (Central Bank of Nigeria 2012). More importantly, the policy aims at reducing the amount of physical cash in circulation and encouraging more electronic- based transactions with a view to meeting the requirements of Nigeria’s vision 20:20 20 transformation agenda (Gbadamosi, 2021).


Cashless economy is an economy where transaction can be done without necessarily carrying physical cash as a means of exchange of transaction but rather with the use of credit or debit card payment for goods and services. The cashless economy policy initiative of the Central Bank of Nigeria (CBN) is a move to improve the financial terrain but in the long run sustainability of the policy will be a function of endorsement and compliance by end-users (Ejiro, 2020). The CBN cash policy stipulates a daily cumulative limit of N150, 000 and N1, 000,000 on free cash withdrawals and lodgments by individual and corporate customers respectively in the Lagos State with effect from March 30, 2012. Individuals and corporate organizations that make cash transactions above the limits will be charged a service fee for amounts above the cumulative limits (Moses-Ashike, 2018).

Furthermore, 3rd party cheques above N150, 000 shall not be eligible for encashment over the counter with effect from January 1, 2012. Value for such cheques shall be received through the clearing house. All Nigerian banks were expected to cease cash in transit lodgment services rendered to merchant-customers from January 1, 2012. The policy through the advanced use of information technology facilitates fund transfer, thereby reducing time wasted in Bank(s) (Omotunde, Sunday & John-Dewole, 2018).


Wizzit, a fast growing mobile banking company in South Africa has over three hundred thousand customers across South Africa. Likewise, M-PESA was introduced in Kenya as a small value electronic system that is accessible from ordinary mobile phones. It has experienced exceptional growth since its introduction by mobile phone operator (Safaricom) in Kenya in March, 2007 and has already been adopted by nine million customers, which is about 40% of Kenya‘s adult population. Wizzit and other mobile financial services including M- PESA in Kenya are helping low income Africans make financial transaction across long distance with their cell- phones, thereby reducing their travel cost and eliminating the risks of carrying cash and also avoiding most banking charges (Odior & Banuso, 2019). 

1.1
 STATEMENT OF THE PROBLEM 

The problems concerning cashless policy and economy growth and development are not farfetched; as it appears that the following highlighted faults, amongst others need to be urgently examined. However, there were series of doubts by financial experts and interest groups on the readiness of Nigerians and the financial system to effectively commence implementation as scheduled and announced by the CBN. How will the myriads of challenges ranging from power, infrastructure, information technology, sufficient awareness creation, the need know how by the industry operatives, national security issues, have all combined to constitute obstacles on the way of implementation of the cashless policy (Olanipekun, Brimah & Akamni.2018).  


The knowledge and access to computers which is a precondition to effective participation in the cashless policy may not be able to participate or benefit from the policy implementation. This constitutes a symbolic challenge to the implementation of the cashless policy.  Criminality, terrorism and economic sabotage in various forms are serious issues of challenge in Nigerian today. It is also an established fact that these nefarious activities that are contrary to national economic development and peace are mostly financed and implemented through the utilization of cash payment system. Activities associated with fraud, various degrees of corruption, obtaining money by deceit, money laundering, bunkering, 419ers, espionage crimes, cyber crimes, terrorism, cash theft and so many others are economic misdemeanors‟ associated with risks to national economy, peace and security. It is also obvious that these criminal activities are mainly carried out through cash transactions therefore an effective implementation of the cashless policy is needed. It is against this backdrop that this study tends to ascertain the impact of CBN’S cashless policy on the development of the banking sector of Nigeria.
1.2  RESEARCH QUESTIONS
i. What is the impact of mobile phone payment (mobile banking) on the growth and development of deposit money banks of Nigeria?

ii. Does online purchase impact on the growth and development of deposit money banks of Nigeria?

iii. To what extents does electronic point of sale (POS) impact on the growth and development of deposit money banks of Nigeria?
1.3 OBJECTIVE OF THE STUDY

The general objective of this study is to explore the impact of cashless policy on the development of Nigeria Money Deposit Bank.
Other specific objectives are to; 

i. Examine the impact of mobile phone payment (mobile banking) on the growth and development of deposit money banks of Nigeria.

ii. Evaluate the impact of online purchase on the growth and development of deposit money banks of Nigeria.

iii. Investigate the impact of electronic point of sale (POS) on the growth and development of deposit money banks of Nigeria.

1.4
 RESEARCH HYPOTHESES
H01: There is no significant impact of mobile phone payment (mobile banking) on the growth and development of deposit money banks of Nigeria.

H02:  There is no significant impact of online purchase on the growth and development of deposit money banks of Nigeria.

H03:  There is no significant impact of electronic point of sale (POS) on the growth and development of deposit money banks of Nigeria.

1.5
 SIGNIFICANCE OF THE STUDY 

This study is significant because by virtue of extensive review of literature on cashless economy policy of central Bank, a synthesis of the diverse views of management authorities on cashless economy policy is done and offered by this study to guide students and future researchers in obtaining references materials and some understanding of cashless economy of CBN.


Another justification for this study lies in the fact that public policy makers as well as bank regulators need valid information for policy formation and informed regulation. This research is significant in that review of related literature offers veritable insight on cashless economy of policy of central Bank and the findings and recommendations may provide some useful insight or information. 


Finally, it is therefore hoped that by answering the research questions in the study, the outcome will make a significant contribution in the field of Banking and finance. And it is equally hoped that the findings of this study will add to the existing literature in the field of economies. 

1.6 SCOPE AND LIMITATION OF THE STUDY 

This study is limited to the impact of CBN’S cashless policy on the development of the banking sector of Nigeria. The study will cover period from 2010 to 2022. However, this study is limited to the data that will be gathered form CBN bullettin. 

1.7
 DEFINITION OF TERMS
Cashless economy: is an economy where transaction can be done without necessarily carrying physical cash as a means of exchange of transaction but rather with the use of credit or debit card payment for goods and services

CBN: this is the apex and regulatory bank control the activities of other banks
ATM: Automated Teller Machines will be used much frequently for making variety of online payments such as utility bills, T.V subscriptions, GSM recharges, etc. Customers are advised to keep their ATM cards (Debit and Credit) safe and never to divulge their PINs.

Mobile Money: this is a product that enables users to conduct funds transfers, make payments or receive balance enquiries on their mobile phones.

E- transfers: refers to electronic transfers which can be effected via the internet on PCs, laptops and other devices. Bank customers who have subscribed to internet banking can do basic banking transactions via the web.

POS Terminal: Point of Sale (POS) terminals are deployed to merchant locations where users swipe their electronic cards through them in order to make payment for purchases or services instead of using raw cash. As the POS terminals are online real-time, the customers bank account is debited immediately for value of purchases made or services enjoyed. 

1.8
ORGANIZATION OF THE STUDY

This study is organized in five chapters. 

Chapter One identified and stated the problem. This chapter aims to know what are the existing phenomena that is happening around. Thus, this help us to formulate and to state the problem.

The second chapter was all about asking questions and explored existing literatures and studies. This chapter will most likely present other studies coming from different authors. Also, in this chapter where reviewing literature will happen.

Chapter Three described the method that was being used and evaluating the answers through the collected data. This chapter will present the data that was being gathered. Additionally, this will also present the ways upon conducting and gathering the data. On top of that, this will present how the data used to find the answers in our study.

The Fourth Chapter was to  assess the gathered data. This chapter will also analyze the meaning of the findings to be used in the study. Moreover, after assessing the findings this chapter will also present the conclusion.

The Final Chapter provides the analysis of the gathered data or the findings from the respondents. In this chapter also, will most likely to discussed the conclusions regarding to the aim and objectives of the study.
CHAPTER TWO

2.0
LITERATURE REVIEW

2.1 Conceptual Review

2.1.1 Cash-less Policy

Cash-less banking is that banking system which aims at reducing, but not eliminating, the volume of physical cash circulating in the economy whilst encouraging more electronic based transactions. In other words, it is a combination of e-banking and cash-based system. It is essentially a mobile payment system which allows users to make payment through GSM phones with or without internet facilities (Odior and Banuso, 2012; Akhalumeh and Ohiokha, 2012). In 2011, it was estimated that 99% of over 215 million customer transactions in Nigeria banks were through ATM and over-the-counter, and this was valued at about N2.1 trillion. It is estimated that an average Nigerian transacts about N65 in cash out of N100 income earned (Princewell and Anuforo, 2013)

The operation of the cash based system has been at a significant cost to the Nigerian economy. The estimate shows that cash distribution cost accounts for 60% overheads in the banking industry while cash management operations require up to 80% of the industry infrastructure base and staff strength (CBN, 2012). Furthermore, the direct cost of transporting, processing and storing (vault) huge volume of cash borne by the financial system was valued at N114.5 billion in 2009 and it was estimated to rise to N192 billion by the end of 2012. Again, heavy cash users (i.e. those with transaction value above N150, 000) account for only 10% of transaction volume but 71% of the transaction value. It appears therefore, that implicit cash holding costs for the minority class of cash users are being subsidized by the majority (Nweke, 2012).
In response to this trend, the Central Bank of Nigeria by its legal mandate initiated the policy shift from cash-based system to cash-less one. In 2005, the CBN initiated the National Payment Systems (NPS) specifically to achieve the objectives of promoting efficiency and effectiveness of payment system, promoting safe and sound banking practices and protection against systemic risks. It also set the objective of migrating to cash-less mode of payment, such as electronic debit/credit instruments, credit/debit cards, ATM sharing Electronic Fund Transfer at Point of Sales and Real Time Gross Settlement System (RTGS). Other objectives of NPS include; to ensure payment system audit transparency and full transaction reporting and to achieve acceptance and confidence through information dissemination, customer convenience and total quality delivery (Princewell and Anuforo, 2013). Eventually, the NPS initiative metamorphosed into the cash-less policy in April 20, 2011.
2.1.2 Channels of Cashless Banking 


The most outstanding cashless banking channels the world over are Mobile banking;
Internet banking; Telephone banking; Electronic card; POS terminals and ATMs. They
are all explained below:

i. Mobile Banking


This involves the use of mobile phone for settlement of financial transactions. This is more or less fund transfer process between customers with immediate availability of funds for the beneficiary. It uses card infrastructure for movement of payment instructions as well as secure SMS messaging for confirmation of receipts to the beneficiary. It is very popular and exciting to the customers given the low infrastructure requirements and a rapidly increasing mobile phone penetration in the country. Services covered by this product include account enquiry; funds transfer; recharge phones; changing password and bill payments. Even though the product is exciting most customers are yet to fully buy into it in Nigeria hence both the apex bank and other banks still have a lot to do in terms of increasing awareness of the product to the saving populace in the country. This is also a mobile application that allows users to send a code or text over their mobile network to successfully transfer funds, make or receive payments, and even check their bank balance via their mobile devices.
ii. Internet Banking


This involves conducting banking transactions on the internet (www) using electronic tools such as the computer without visiting the banking hall. E-commerce is greatly facilitated by internet banking and is mostly used to effect payment. Internet banking, like mobile banking, also uses the electronic card infrastructure for executing payment instructions and final settlement of goods and services over the internet between the merchants and the customers.
Commonly used internet banking transactions in Nigeria are settlement of commercial bills and purchase of air tickets through the websites of the merchants. Level of awareness of the advantages of this product to the saving populace is still very low, hence there is every room for improvement if cashless banking would be effective as expected. E-transactions: These are electronic financial transfers that are typically carried out over the internet utilizing personal computers (PCs), laptops, smartphones, and other internet-connected devices. Nigerian banks require its consumers to sign up for online banking in order to use this service.
iii. Telephone Banking

Here the customers can assess their accounts using telephone lines as a link to the
financial institution’s computer centre. Services rendered here include account balance transfer; change of pin etc. This product has also experienced low patronage due to inadequate awareness and education of the customer on how to maximally use their phone to transact simple banking operations.
iv. Point of Sale (POS) Point of Purchas (POP) Terminals

POS or POP is the location where a transaction occurs. A terminal or POS or POP is generally referred to the hardware and software used for check out, the equivalent of an electronic cash register. A POS manages the selling process by a salesperson accessible
interface. The system allows the creation and printing of receipts. POS terminals are used by merchants on a daily basis. Customers can use their ATM cards to make payments by inserting them into the POS terminal. Because the POS terminals, like the customer's bank cards, are linked to the merchant's bank account online in real-time, once payment is successfully made via the POS account, the customer's bank account is debited immediately, and the merchant's bank account is credited for the value of purchases made or services enjoyed (Oyetade and Ofoelue, 2012). 


A point of sale (POS) machine, also known as a terminal, is an electronic device used to pay for goods and services. It can be found in supermarkets, hotels, gas stations, and shops, among other places. All POS terminal transactions are subject to a charge known as the Merchant Service Charge (MSC), which is borne by the trader. A trader's maximum total fee for any POS terminal transaction is 0.75% of the transaction value or N1,200.00. The location at which a card transaction is paid, typically via a device such as a credit card terminal or cash register, is referred to as the point of sale. PAX, Bitel, Ingenico, and Verifone have been endorsed by the industry for the supply of Point-of-Sale terminals, with negotiated discounts and incentives. A POS terminal can be purchased from any of these four companies for as little as N45,000.00 per terminal. Regardless, parties may purchase POS terminals from any manufacturer as long as they meet the POS specifications in the Point-of-Sale guidelines.

v. Automated Teller Machines


This is computerized device that provide the customers of a financial institution with access to financial transactions in a public place without a need for assistance from bank teller or any official. It is the commonest form of electronic banking which has gained popularity among the people including unlettered customers.  ATM as previously highlighted is the abbreviation of Automated Teller Machine, and it is an electronic appliance that gives out or receives cash deposits from account holders. A smart card is used to initiate and complete a transaction with the machine. The smart card or simply put, ATM card as widely called, has electronic chip that identifies each customer with respect to corresponding accounts belonging to the customer (Odewale, 2008) . Automated Teller Machine is typically made up of the CPU for controlling the user interface and transaction devices, magnetic or Chip card reader for identifying the customer, display which is used by the customer for performing the transaction, function buttons usually close to the display or a Touch screen used to select the various aspects of the transaction and a record printer which provides the customer with a record of a transaction (Cronin and Mary, 1997). Most Automated Teller Machines are connected to inter-bank networks, enabling people to withdraw and deposit money from machines not belonging to the bank where they have their account or in the country where their accounts are held thus enabling cash withdrawals in local currency (Maxwell, 1990). They are often identified by signs above them indicating the name of the bank owning them.  ATM  are increasingly being utilized to make online payments such as utility bills, cable subscriptions, airtime, and data recharges, among other things. Customers are repeatedly instructed by their banks to keep their ATM cards (both debit and credit) safe and to never reveal their ATM card pins.
2.1.3 Benefits of the Cash-less Policy


Undoubtedly, an efficient payment system (that which depends less on cash) is a sinequa-non for national development and a significant national infrastructure for growth. All things being equal, it has been shown that 10% increase in the efficiency of the national payment system can cause the Gross Domestic Product to increase by 1% (Odior and Banuso, 2012). With the advent of cash-less policy in Nigeria, what are the likely benefits? Opinions on this differ. On one side, we have those who are apprehensive about the policy. The assertion by Tunde (2012) sums up this: “Transaction charges are seen to make significant contribution to the profits of the banks. The cash-less Nigeria programme has even brightened the horizon for the banks to make even higher income from transaction fees. Isn’t this likely to result in “armchair banking” whereby banks will do little to mobilize deposits and build credit asset while also scaling back retail distribution outlet as has been reported? Are we likely to see some of the multiple fees consolidated to some point?”
2.1.4 CBN’S cashless policy on the development of the banking sector of Nigeria


According to the classical theory, the process of industrial production evolves into higher and more sophisticated levels of production as a result of internal and external economies of scale, resulting in further specialization, new products, and quality improvements, leading to the technology acquisition and economic growth. Adapting to a larger market, which has been extended by international commerce, promotes industrial production and adds to the acceleration of economic expansion. The importance of international trade has given rise to the current global challenges. The export-led economic growth concept is based on the stimulation of production as a result of increased demand generated by international commerce, which results in economies of scale. Much earlier trade-led growth expositions by classical economists such as Adam Smith and David Ricardo inspired this idea. As a result, the industrialization-driven resource utilization process is critical to economic growth, as it ensures output and provides positive externalities to propel the economy forward. However, as a result of globalization, there is more competition for markets and investments. 


Economic development arises from economic growth in the sense that the process of creating economic growth leads to the achievement of financial liberalization. According to neo-classical theorists such as Alfred Marshall, Friedrich Von, and W.S Jevons, financial liberation will lower the cost of capital while increasing productivity and output. This does not occur in reality. Following financial deregulation, the non-traded goods sector's real interest rate and credit supply both grow. Liberalizing financial markets, according to neoclassical theory, would increase savings and improve physical capital formation (Kapur, 1976; Mathieson, 1980). 


According to this analysis, financial liberalization should make it easier for new businesses to start-up and expand, as well as help existing businesses develop and expand. McKinnon (1973) and Shaw (1973) postulated that in a developing country When interest rates are liberalized, it will lead to an increase in the real interest rate, which will lead to an increase in savings, greater investments, and eventually economic growth in developing countries. (McKinnon & Shaw 1973) focused their initial framework on financial repression and the need to alleviate it by allowing the market to determine real interest rates and removing credit controls, among other things. According to McKinnon (1973) and Shaw (1973), repression will result in low savings, high consumption, low investments, and slowed economic progress. Financial repression occurs when an economy has interest rate ceilings, high reserve ratios, regulated lending, restrictions on entry and exit in banking activities, restrictions on foreign currency transactions, and directed ceilings. As a result, it occurs when the government exerts control over financial sector operations, resulting in a reduction in savings, discouragement of investment, and a slowdown in economic growth. They maintained that in any economy, particularly a developing nation, financial liberalization is the way to go.
2.1.5 Challenges of the Cash-less Economy


Notwithstanding the fact that the cash-less policy comes with enormous benefits, there are also some envisaged challenges that could confront the policy (Okechukwu 2011; Ejiofor and Rasaki, 2012).  Below are some of the challenges facing the policy at the moment:
i. Infrastructure Deficit: The financial infrastructure in Nigeria is not adequate to carry the load of a cashless society. ATMs, POS systems and other mediums have to be expanded to touch at least 40% of the whole economy before any meaningful effect can be achieved 
ii. Power Supply: Erratic power supply has been a major challenge facing every industry in Nigeria.
Prevalence of e-Fraud: High level of fraudulent activities through e-banking is a
challenge, which the entire banking industry must resolve before cashless policy can be effective.

Literacy Level: Literacy rate in the country is very low in some part of the country especially in the North. Business men in this region prefer to keeps their money in their private vault rather than patronizing banks

iii. Religious Beliefs: There is presently a psychological war going on in Nigeria over the proposed Islamic banking by CBN, as Muslims believe that conventional banks often is against God by their interest charges. This will greatly affect the achievement of the cashless Nigerian society;

iv. Availability of Data: Proper and accurate identification of account holders has posed considerable challenge. This must be maintained and shared when necessary by all financial institutions; also CBN must collaborate with all other government or agencies responsible for identification of individuals in Nigeria for reconciliation of any identification;

Non Existence of Computer Back-Up: There is bound to be total loss of data on
customers‟ account if there is no back up and the entire file is damaged. This may lead to misappropriation of customers’ account, hence bank should maintain back up of all its information outside the bank’s premises.

v. Inadequacy of fund to Invest in Information Technology: Most banks find it difficult to fund procurement of modern equipments needed for e-banking. Nevertheless, there has been tremendous improvement in automation of bank operation in the country in the last 5 years but there are still rooms for further expansion so as to catch up with hitech, which is in vogue in developed countries;

vi. Replacement of Workforce by Machine: Electronic banking has somehow reduced the number of employees needed to handle most transactions in the bank as most work done by workers are now being handled by machines thereby translating to increase in the rate of unemployment in the country;

vii. High Bank Charges for the Use of e-Banking Machines: Commission charged by bank on ATM transactions, for an example, is too high, thereby discouraging customers from using it. CBN is working out a modality to stop forthwith charges for usage of ATM.
This will be a sort of relief and stimulates the effectiveness of the policy in Nigeria, if fully implemented as promised;

viii. Low Public Acceptance: Many people have burnt their fingers as a result of fraudulent withdrawals from their accounts through the use of ATM by unscrupulous individuals who believe in using master cards to withdraw money from unsuspecting individuals.
Not to mention situations whereby customers are debited by the ATM with withdrawals not supported by cash that fail to drop down from the machine as expected. Customers are discouraged to use the machine as it takes longer time before the wrong debit is reversed if it does not end up unsolved;

ix. Inadequate Securities around the ATM Location: Most ATM locations are not
secured thereby making it easier for fraudulent persons to carry out their fraudulent activities without any arrest. computer hackers also use the porous security system to steal data by breaking the codes or passwords;

x. Encouragement of Excessive Withdrawals: Customers can use their cards to effect withdrawals as many times as possible, even on weekend and during public holidays.
They can even make impulse withdrawals while attending a ceremony with the use of their credit cards.
2.2 THEORETICAL REVIEW
2.2.1 WEINGARTNERS’S CAPITAL RATIONING THEORY

Weingartners’s capital rationing theory for the management of financial enterprises finance was postulated by Weingartner in 1977 quoted by Amujiri and Chris (2015), which entails capital rationing attempts to allocate funds to investment projects according to the ranking of net present value or ranking of the internal rate of return ranking of profitability index, or ranking of the payback period and/or ranking of the average rate of return.

In whichever case the ranking is from first rank till the fund is consumed. Capital rationing is a business decision to limit the amount available to spend on a new investment. The theory behind capital rationing practices is that when fewer new projects are undertaken, the company is better able to manage them through more time and resource dedication to existing projects and each new project (Weingartner). Thus, according to Weingartner’s in Amujiri and Chris (2015) in capital rationing theory, “There should be restrictions on channels of outflow of funds by placing a cap on the number of new projects‟. Thus, capital rationing occurs when an enterprise’s management places a maximum amount on new investment it can make over a given period of time (Shoaibk, 2010). In this case, an enterprise may be confronted with more desirable projects than it is willing to finance but the enterprise will have no alternative other than to select the investments according to the ranking of the investment and also within the limit of the available funds.

Capital rationing can be classified into hard and soft, based on whether the factors are external or internal (Shoaibk, 2010). Hard capital rationing is when constraints that may affect business decisions are externally determined. When a business enterprise is unable to borrow funds from outside sources, it is an external reason for capital rationing. An enterprise may be unable to borrow funds because of internal financial shortages, substandard operating performance; unfavourable credit conditions are when it introduces a new untested product.  Banks are particularly reluctant to lend to small businesses and individuals with a less-than satisfactory performance. 

2.2.2 INNOVATION DIFFUSION THEORY

This theory developed by Roger in 1983 explains individuals’ intention to adopt a technology as a modality to perform a traditional activity. The critical factors that determine the adoption of an innovation at the general level are the following: relative advantage, compatibility, complexity, trialability and observability. It is concerned with the manner in which a new technological idea, artefact or technique, or a new use of an old one, migrates from creation to use. 


According to (IDT) theory, technological innovation is communicated through particular channels, over time, among the members of a social system. The stages through which a technological innovation passes are: knowledge (exposure to its existence, and understanding of its functions); persuasion (the forming of a favourable attitude to it); decision (commitment to its adoption); implementation (putting it to use); and confirmation (reinforcement based on positive outcomes from it). Early users generally are more highly educated, have higher social status, are more open to both mass media and interpersonal channels of communication, and have more contact with change agents. Mass media channels are relatively more important at the knowledge stage, whereas interpersonal channels are relatively more important at the persuasion stage. Innovation decisions may be optional (where the person or organization has a real opportunity to adopt or reject the idea), collective (where a decision is reached by consensus among the members of a system), or authority-based (where a decision is imposed by another person or organization which possesses requisite power, status or technical expertise). 


Important characteristics of an innovation include: relative advantage (the degree to which it is perceived to be better than what it supersedes); compatibility (consistency with existing values, past experiences and needs); complexity (difficulty of understanding and use); trialability (the degree to which it can be experimented with on a limited basis); observability (the visibility of its results). Different adopter categories are identified as: innovators (venturesome); early adopters (respectable); early majority (deliberate); late majority (skeptical); laggards (traditional). Earlier adopting individuals tend not to be different in age, but to have more years of education, higher social status and upward social mobility, be in larger organizations, have greater empathy, less dogmatism, a greater ability to deal with abstractions, greater rationality, greater intelligence, a greater ability to cope with uncertainty and risk, higher aspirations, more contact with other people, greater exposure to both mass media and interpersonal communications channels and engage in more active information seeking. Important roles in the innovation process include: opinion leaders (who have relatively frequent informal influence over the behavior of others); change agents (who positively influence innovation decisions, by mediating between the change agency and the relevant social system); change aides (who complement the change agent, by having more intensive contact with clients, and who have less competence credibility but more correctly or trustworthiness credibility). The change agent functions are: to develop a need for change on the part of the client; to establish an information-exchange relationship; to diagnose the client problems; to create intent to change in the client; to translate this intent into action; to stabilize adoption and prevent discontinuance; and to shift the client from reliance on the change agent to self-reliance.

2.2.3 BANK-FOCUSED THEORY

This theory was proposed by Kapoor (2010) and is based on the fact that banks use modern yet common low-cost conveyance channels to provide various types of assistance to their various customers. Automated teller machines (ATMs), Internet banking, and Point of Sale (POS) are examples of such channels. The bank provides a wide range of services to its customers through these channels, regardless of the area or branch where they live. The only thing needed is to enter the necessary data into the system, and the exchange will be completed. Because the emphasis here is on electronic forums for the purpose of conveying administration services, this hypothesis supports the review.

2.3
 EMPIRICAL REVIEW

Amujiri and Chris (2015) examined the effect of CBN’S cashless policy on Nigeria economy adopted a descriptive research design; and the collected data were analyzed using content analysis. Four hypotheses were formulated to guide the study whereas our theoretical framework of analysis is Weingather’s capital rationing theory. The study discovered that when fully implemented; the policy will help in reduction of money laundering; act as a check on terrorist financing; ensure effectiveness of monetary policy; create more employment opportunities in the financial sector; provide evidence against bribe givers and takers especially among the civil servants and politicians; lead to growth in the real sector of the economy and impact positively on Nigeria economy. The study made some suggestions that will make the policy to succeed. They include periodic review of the policy by the CBN to iron out grey areas; embarking on intensive awareness campaign and sensitization of the citizenry by the CBN; putting adequate security mechanisms in place to forestall Fraudulent practices; making power supply work efficiently and exempting cash lodgements on public holidays from cash management charges.


Gbadamosi (2021) investigated the impact made by the cashless policy on the financial liberalization of Nigerian economy. The study adopted explanatory assessment method to review research work done by other writers and provide a causal explanatory view on the subject matter. The explanatory research method is chosen because the Cashless Policy is a new system in Nigeria which was introduced in 2012. It is a preliminary study that can be adopted for further examination. Data were sourced from secondary sources such as the World Bank statistical index and macrotrends data bank on Nigeria economic growth, investment, and savings over the period of 2000 to 2020. It was observed that from available information, the policy of cashless transaction has greatly impacted on the financial liberalization of the Nigerian economy. The writer aligned with the view of Mckinnon-Shaw 1973 in this explorative review and concluded that the components policies necessary for the effective application of cashless transaction society is yet to be fully implemented. The government needs to follow strictly the initiative and reduce regulatory restriction in the operation of a cashless society to attract private operator in order to have free market interaction necessary for adequate financial liberation and economic growth.
2.4 GAPS IN LITERATURE

The existing literature on the impact of Nigeria's cashless policy on Money Deposit Banks (MDBs) highlights several gaps.
Some research touches on the impact of the cashless policy on SMEs, but it's often general and lacks specific insights into the unique challenges faced by this segment. 

While some research examines the impact of cashless policy on bank performance, there's a need for more in-depth analysis to understand the complex factors influencing bank profitability in the context of the policy. 

Some studies mention the importance of infrastructure, but more research is needed to assess its impact on the cashless policy's effectiveness and to identify solutions for bridging the infrastructure gap.  Hence,  Research needs to delve deeper into the nuances of the policy's effects, particularly regarding its impact on smaller businesses, bank performance, and financial inclusion, considering factors like infrastructure limitations and low financial literacy. 
CHAPTER THREE

3.0
RESEARCH METHODOLOGY
3.1 INTRODUCTION



This chapter describes the principles underlying the execution of this research. The methodologies are the various methods and techniques employed by the research in the course of collecting and analysing data with the view of obtaining solutions to problems. It contains the, research design, source of data, method of data collection, method of data analysis and model specification.

3.2   RESEARCH DESIGN

A research design is a kind of blue print that guides the researcher in his or her investigation and analysis (Onwumere, 2009). It is a kind of format which the researcher employs in order to systematically apply the scientific method in the investigation of problems. The research design adopted in this research is the ex-post facto research design. This is the type of research involving events that have already taken place. The justification for the use is that required data are not manipulatable. Also, as described by Kerlinger (1973), the ex-post facto research design also called causal comparative research is used when the researcher intends to determine cause-effect relationship between the independent and dependent variables with a view to establishing a causal link between them. Hence, the justification for the adoption of this research design hinges on the unmaniputability of data and the intention of the researcher to examine the impact of CBN’S cashless policy on the development of the banking sector of Nigeria within the period of 2012 to 2024.
3.3 POPULATION OF STUDY 
The population of the study comprises of all e-banking transaction (CBN’S cashless policy) in Nigeria within the period of 2012 to 2024.
3.4 SAMPLE SIZE AND SAMPLING TECHNIQUE

For the purpose of the study, purposive sampling technique will be used to evaluate the impact of CBN’S cashless policy on the development of the banking sector of Nigeria. Hence, the sample size above shows a panel data which cover the period of 13 years (2012 to 2024).

3.5
 METHOD OF DATA COLLECTION

The data for this research will be from secondary sources. The data was chosen from the Central Bank of Nigeria Statistical Bulletin report quoted on the floor of the Nigeria Bureau of Statistics (NBS).  The reports are quoted on the floor of the Nigeria Bureau of Statistics (NBS) because they are believed to constitute the most authoritative and accessible documents for this research.

3.6
 METHOD OF DATA ANALYSIS 

In an attempt to test the impact of CBN’S cashless policy on the development of the banking sector of Nigeria, the following variable will be used; development of the banking sector (GDP) as proxy to growth and development of banking sector (dependent variable) while mobile banking (MOB), online purchase (ONP) and electronic point of sale (POS) as proxy to CBN’S cashless policy (independent variables) in the equation. The study use descriptive statistics and Ordinary Least Square (OLS) simple regression technique with the aid of econometric software (SPSS 26version).

Model Specification

The models are specified in functional form below as;
Development of the banking sector = (CBN’S cashless policy)

GDP=f (MOB, ONP, POS) 

Where: 

GDP= β0 + β1 MOB + εi …………………………………………eqn i 

GDP = β0 + β1 ONP + εi …………………………………………eqn ii
GDP= β0 + β1 POS + εi …………………………………………eqn iii
GDP: Gross Domestic Product
MOB: Mobile banking
ONP: Online purchase
POS: Point of Sales
The Multiple Regressions equation is stated as follows:

GDP = β0 + β1 MOB+ β2 ONP + β3 POS + εi 
Where: 

The priori expectation is β1, β2, β3>0

GDP = Dependent variable (Gross Domestic Product)
β0 = intercept parameter

β3 = slope of the regression line (it is the rate of change in GDP with respect to MOB, ONP and POS)

MOB= Independent or Explanatory variable (Mobile banking)
ONP= Independent or Explanatory variable (Online purchase)
POS = Independent or Explanatory variable (Point of Sales)
εi = Error Term (Stochastic Variable)

3.7
LIMITATION OF STUDY

However, there are constraint imposed on the researcher this includes the following.

a. Time: a study of this nature needs a relatively long time during which information for accurate or at least near accurate inferences could be drawn. The period of the study was short, hence time posed as a constraint to the researcher.

b. Cost: The researcher would have extent the survey to areas. But limitations here included cost of transportation to source for materials and cost of typesetting the already completed work.

CHAPTER FOUR
4.0
DATA PRESENTATION, ANALYSIS AND INTERPRETAION
4.1 INTRODUCTION

This chapter presents the analysis of secondary data gathered from the Central Bank of Nigeria Statistical Bulletin report quoted on the floor of the Nigeria Bureau of Statistics (NBS) from 2010-2022. The analysis is based on the impact of CBN’S cashless policy on the development of the banking sector of Nigeria. The data were presented in both tabular and graphical forms; from which the hypotheses were statistically tested.
4.2 PRESENTATION AND ANALYSIS OF DATA                                                  
Table 4.1:                                                Descriptive statistics
	
	MOB
	ONP
	POS
	RGDP

	 Mean
	197100059158.08
	235247264681.77
	142176208332.31
	67158911538.46

	 Median
	18980000000.00
	132360000000.00
	31020000000.00
	68490980000.00

	 Minimum
	1102000000
	25050000000
	1409813000
	54612260000

	 Maximum
	783660029415
	675920000000
	758996506000
	75768950000

	 Std. Dev.
	291526444850.47
	227191949803.17
	231591414073.391
	6619087913.192

	 Skewness
	1.365
	0.887
	1.985
	-0.608

	 Kurtosis
	0.471
	-0.774
	3.585
	-0.455

	Valid
	13
	13
	13
	13


Source: Researcher computation, 2025

Table 1 showed the descriptive analysis results on the impact of CBN’S cashless policy on the development of the banking sector of Nigeria. for the period 2010-2022. The results revealed that on average, the mobile banking (MOB), online purchase (ONP), point of sales (POS) and real gross domestic product (RGDP) were 197100059158.08, 235247264681.77, 142176208332.31 and 67158911538.46 respectively. The standard deviation values of 291526444850.472, 227191949803.172, 231591414073.391 and 6619087913.192 respectively, this revealed the value at which the mobile banking (MOB), online purchase (ONP), point of sales (POS) and real gross domestic product (RGDP) for the development of the banking sector of Nigeria were not deviated from their respective expected value.

Also, it was discovered that the CBN’S cashless policy on the development of the deposit money banks measured by mobile banking (MOB), online purchase (ONP), and point of sales (POS) in Nigeria deposit money bank were positively skewed given as 1.365, 0.887 and 1.985 respectively, except real gross domestic product (RGDP) was negatively skewed given as -0.608.


Thus, the variables were distributed with a long tail to the right which was more evidenced in CBN’S cashless policy. Likewise, the kurtosis of CBN’S cashless policy variables showed that mobile banking (MOB) and point of sales (POS) were positive kurtosis coefficient indexes of 0.471 and 3.585 respectively, whereas online purchase (ONP) and real gross domestic product (RGDP) in Nigeria deposit money bank were negative kurtosis coefficient indexes of -0.774 and -0.455 respectively,
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Graphical representation of CBN’S cashless policy and development of the banking sector
4.3 TEST OF HYPOTHESES
Below is the hypotheses tested for the study:

This section considers the association between the study variables and the hypotheses were tested at 5% level of significance.

Hypothesis 1

H01: There is no significant impact of mobile phone payment (mobile banking) on the growth and development of deposit money banks of Nigeria.

GDP= β0 + β1 MOB + εi …………………………………………eqn i 

Simple regression method
	Table 2(a)                  Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	
	
	
	
	

	1
	.314a
	.099
	.017
	6563178873.601

	a. Predictors: (Constant), MOB


	Table 2(b)                                             ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	51919411435073100000.000
	1
	51919411435073100000.000
	1.205
	.296b

	
	Residual
	473828486195696100000.000
	11
	43075316926881464000.000
	
	

	
	Total
	525747897630769200000.000
	12
	
	
	

	a. Dependent Variable: RGDP

	b. Predictors: (Constant), MOB

	Table 2(c)                                         Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	65752595092.944
	2225830320.844
	
	29.541
	.000

	
	MOB
	.007
	.006
	.314
	1.098
	.296

	a. Dependent Variable: RGDP


Interpretation


The model summary shows that regression result of 0.314 which is 31.4% that shows a positive linear relationship between mobile phone payment (mobile banking) (MOB) and real gross domestic product (RGDP) of deposit money banks in Nigeria. The R square of 0.090 indicates that about 9.0% variations in the dependent variable (real gross domestic product [RGDP]) are explained by the independent variable (mobile banking [MOB]) which is moderate. 


The analyses of variance statistics were implemented to the hypothesis, and all decisions depend on the P-values obtained. For the theory, the general decision rule is to reject the null hypothesis where the P-value is less than 0.05 and accept the null hypothesis (H0) where the P-value is more significant than 0.05 and vice-versa.


MOB does not have a significant impact on the real gross domestic product. It has a coefficient of 0.007 and a p-value of 0.296; this value is greater than 0.05 meaning that the amount generated through mob has no significant impact on the real gross domestic product (RGDP) of the deposit money bank. A unit change in the amount generated through mobile phone payment (mobile banking) will result to 0.007 unit change in real gross domestic product (RGDP). RGDP has no relationship with MOB, which means that as the amount generated through mobile phone payment (mobile banking) does not increases real gross domestic product. This finding indicates that mobile phone payment (mobile banking) as one of the instrument of CBN’S cashless policy does not contributed to the growth and development of deposit money banks of Nigeria.

Hypothesis II
H02:  There is no significant impact of online purchase on the growth and development of deposit money banks of Nigeria.

GDP = β0 + β1 ONP + εi …………………………………………eqn ii
	Table 3(a)         Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	
	
	
	
	

	1
	.738a
	.545
	.504
	4663029316.357

	a. Predictors: (Constant), ONP

	Table 3(b)         ANOVAa

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	286565631173529900000.000
	1
	286565631173529900000.000
	13.179
	.004b

	
	Residual
	239182266457239320000.000
	11
	21743842405203575000.000
	
	

	
	Total
	525747897630769200000.000
	12
	
	
	

	a. Dependent Variable: RGDP

	b. Predictors: (Constant), ONP

	Table 3(c)                                         Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	62098881768.183
	1901409896.176
	
	32.659
	.000

	
	ONP
	.022
	.006
	.738
	3.630
	.004

	a. Dependent Variable: RGDP


Interpretation


The model summary shows that regression result of 0.738 which is 73.8% that shows a positive linear relationship between online purchase (ONP) and real gross domestic product (RGDP) of deposit money banks in Nigeria. The R square of 0.545 indicates that about 54.5% variations in the dependent variable (real gross domestic product [RGDP]) are explained by the independent variable (online purchase [ONP]) which is moderate. 


ONP has a significant impact on real gross domestic product. It has a coefficient of 0.022 and a p-value of 0.004; this value is less than 0.05 meaning that the amount generated through ONP has significant impact on the real gross domestic product (RGDP) of the deposit money bank. A unit change in the amount generated through online purchase will result to 0.022 unit change in real gross domestic product (RGDP).  RGDP has a positive relationship with ONP, which means that as the amount generated through ONP increases real gross domestic product. This finding indicates that the use of ONP necessarily influences the growth and development of deposit money banks of Nigeria.
Hypothesis III
H03:  There is no significant impact of electronic point of sale (POS) on the growth and development of deposit money banks of Nigeria.

GDP= β0 + β1 POS + εi …………………………………………eqn iii
	Table 4(a)                  Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	
	
	
	
	

	1
	.029a
	.001
	-.090
	6910576133.695

	a. Predictors: (Constant), POS


	Table 4(b)                                          ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	431210135153384510.000
	1
	431210135153384510.000
	.009
	.926b

	
	Residual
	525316687495615800000.000
	11
	47756062499601440000.000
	
	

	
	Total
	525747897630769200000.000
	12
	
	
	

	a. Dependent Variable: RGDP

	b. Predictors: (Constant), POS

	Table 4(c)                                            Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	67042536903.855
	2274515822.847
	
	29.476
	.000

	
	POS
	.001
	.009
	.029
	.095
	.926

	a. Dependent Variable: RGDP


Interpretation


The model summary shows that regression result of 0.029 which is 29% that shows a positive linear relationship between Point of Sale (POS) and real gross domestic product (RGDP) of deposit money banks in Nigeria. The R square of 0.001 indicates that about 1% variations in the dependent variable (real gross domestic product [RGDP]) are explained by the independent variable (Point of Sale [POS]) which is moderate. 


Point of Sale (POS) has no significant impact on the real gross domestic product. It has a coefficient of 0.001 and a p-value of 0.926; this value is greater than 0.05 meaning that the amount generated through POS has no significant impact on the real gross domestic product (RGDP) of the deposit money bank. A unit change in the amount generated through Point of Sale will result to 0.001 unit change in real gross domestic product (RGDP). This finding shows that real gross domestic product (RGDP) has no impact on POS, which means that as the amount generated through POS does not increases real gross domestic product (RGDP).
CHAPTER FIVE
5.0
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS
5.1
 SUMMARY OF FINDINGS

This study examined the impact of information technology on the performance of bank in Nigeria. Based on the analysis of test of hypotheses, the following findings are made:

The study revealed that there is no significant impact of mobile phone payment (mobile banking) on the growth and development of deposit money banks of Nigeria. This finding indicates that mobile phone payment (mobile banking) as one of the instrument of CBN’S cashless policy does not contributed to the growth and development of deposit money banks of Nigeria.

The result of the indicated that there is significant impact of online purchase on the growth and development of deposit money banks of Nigeria. This finding indicates that the use of ONP necessarily influences the growth and development of deposit money banks of Nigeria.

The study revealed that there is no significant impact of electronic point of sale (POS) on the growth and development of deposit money banks of Nigeria. This finding shows that real gross domestic product (RGDP) has no impact on POS, which means that as the amount generated through POS does not increases real gross domestic product (RGDP).

5.2
CONCLUSION 

Based on the summary of findings, the study concludes that there is no significant impact of mobile phone payment (mobile banking) on the growth and development of deposit money banks of Nigeria; an indication that CBN’S cashless policy does not contributed to the growth and development of deposit money banks of Nigeria, there is significant impact of online purchase on the growth and development of deposit money banks of Nigeria. Moreover, the use of ONP necessarily influences the growth and development of deposit money banks of Nigeria and there is no significant impact of electronic point of sale (POS) on the growth and development of deposit money banks of Nigeria which showed that real gross domestic product (RGDP) has no impact on POS, which means that as the amount generated through POS does not increases real gross domestic product (RGDP). Conclusively, to make the policy succeed, there is a need for periodic review of the policy by the CBN to iron out grey areas; embarking on intensive awareness campaign and sensitization of the citizenry by the CBN; putting adequate security mechanisms in place to forestall fraudulent practices; making power supply work efficiently and exempting cash lodgements on public holidays from cash management charges.
5.3     RECOMMENDATIONS
Based on the conclusion of findings, the following recommendations are made:

i. Government should ensure the adherence to the introduced cashless policy which will aid the improvement in the activities carried out via electronic transactions at large in Nigeria. This will enable improved ease of transactions among Nigerians with the rest of developed and developing economies of the world.

ii. To promote further usage of e-payment platforms and CBN, transaction fees should be further updated at a slight (single digit) or zero charge also DMBs and other non-bank financial institutions should deliver public education and awareness programs that would generate awareness and draw unbanked individuals into the banking society particularly those in Nigeria’s informal sector.

iii. The government should follow strictly the initiative and reduce regulatory restriction in the operation of a cashless society to attract private operator in order to have free market interaction necessary for adequate financial liberation and economic growth.

iv. Banks should give emphasis on efficient utilization of the banking innovation or e- banking services equipment such as credit and electronic cards to pay at retail outlets, points of sales (POS), phone banking, electronic payment debit, cash withdrawal machines that becomes Automated Teller Machines (ATM), home banking, internet banking, mobile banking, personal digital assistant banking rather than purchase of additional machines.

v. For commercial banks in Nigeria to actually reap the benefit of banking innovation (cashless policy) more campaigns and orientation of clients need to be pursued to create awareness for them to patronize the facilities. Acceptance of these facilities will consolidate the gains from investing in them.

vi. For effective cashless implementation in Nigeria availability of sufficient and well-functioning infrastructure (notably electricity), harmonization of fiscal and monetary policy, regular assessment of the performance of cashless banking channels, consideration of the present state and structure of the economy, redesign of monetary policy framework and greater efforts towards economic growth whilst managing inflation should be considered.
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APPENDIX
MOB, ONP, POS and RGDP from 2010 to 2022
	YEAR 
	     MOB

(₦' Billion)
	 ONP

(₦' Billion)
	POS
(₦' Billion)
	       RGDP

(₦' Billion)

	2010
	6,650,000,000 
	25,050,000,000 
	12,720,000,000 
	54,612,260,000

	2011
	18,980,000,000 
	59,610,000,000 
	31,020,000,000 
	57,511,040,000

	2012
	31,510,000,000 
	31,570,000,000 
	48,461,883,000 
	59,929,890,000

	2013
	142,800,000,000 
	47,320,000,000 
	161,212,841,000 
	63,218,720,000

	2014
	346,470,000,000 
	74,040,000,000 
	312,071,737,000 
	67,152,790,000

	2015
	442,350,000,000 
	91,580,000,000 
	448,512,549,000 
	69,023,930,000

	2016
	756,900,000,000 
	132,360,000,000 
	758,996,506,000 
	67,931,240,000

	2017
	1,102,000,000 
	184,600,000,000 
	1,409,813,000 
	68,490,980,000

	2018
	1,974,250,000 
	675,920,000,000 
	2,383,108,000 
	69,810,020,000

	2019
	5,080,960,000 
	478,140,000,000 
	3,204,750,000 
	75,432,720,000

	2020
	9,428,512,300 
	235,617,811,000 
	2,806,304,000 
	70,800,540,000

	2021
	15,395,017,340 
	545,039,685,403 
	24,455,416,000 
	73,382,770,000

	2022
	783,660,029,415
	477,366,944,460
	41,035,801,320            
	75,768,950,000


Source: CBN Statistical Bulletin report quoted on the floor of the Nigeria Bureau of Statistics (NBS), 2023
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