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Introduction 

echnology advancements today are a driving 

force and a key success element for 

organizations looking to lengthen the life of 

their products, particularly those in the financial sector. 

Digital financial services (DFS) have been determined to 

be of significant importance to the general public since 

they improve the security of their cash and are more 

convenient than leaving money at home or carrying it 

when traveling. A number of participants, including 

banks and other financial institutions, mobile network 

carriers, regulators, financial technology companies, 

agents, retailers, and customers, are required for the 

provision of DFS. Enhanced infrastructure is essential to 

ensuring that DFS is user-friendly, secure, and executed 

in a cost-efficient manner. 
Digital financial services are essential to the public 

because they increase the security of their cash and are 

more practical than holding money at home or carrying  
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ABSTRACT  
This study 

examines the 

impact of digital 

finance on the 

performance of 

the Nigerian 

banking industry. 

The broad 

objective of the 

study is examines 

the effects of 

digital financing 

on the 

performance of 

the Nigerian 

banking industry. 

The multivariate 

analysis of 

Ordinary Least 

Square (OLS) 

regression was 

used as method 

of data analysis. 
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cash when traveling. To supply digital finance, however, a variety of parties are 

involved, including banks and other financial institutions, mobile network 

operators, financial technology suppliers, regulators, agents, chains of stores, 

and customers. Infrastructure needs to be improved in order to make digital 

banking systems more user-friendly, safe, and economical. 

Digital financial services offer a way to get over problems with payments and 

other financial transactions carried out electronically outside of the banking 

hall, which can help with national economic expansion and financial inclusion 

(Asian Development Bank, 2016). 

While digital disruption has the potential to lessen the importance and role of 

today's banks, it can also help them provide better, faster, and more affordable 

services, increasing their importance as a part of both institutions' and people's 

daily lives (Accenture Report, 2015). 

With its functions in financial intermediation and as the focal point for the 

execution of the government's monetary policy, the banking sector is a kingpin 

in the Nigerian financial system. Banks aid in the transportation of funds from 

the surplus economic units to the deficit economic units through their financial 

intermediation process, which is used for investment objectives. 

Grigorian and Vlad (2013) added that the global banking industry is undergoing 

an astronomical rate of financial innovation due to the widespread use of 

ATMs, internet banking, debit and credit cards, agency banking, and smartcard 

applications (Bett & Bogonko, 2017). Banking is a highly information-intensive 

The findings revealed that; there is significant relationship between digital 

finance variables (automated teller machine (ATM); WEB PAY and MPAY) and 

return on assets proxy for financial performance in the Nigerian banking 

industry. The study recommends among others that to ensure that Nigeria's 

digital financial services are adequately regulated, the government should 

reinforce the current system. 

 

Keywords: Digital finance, digital innovations, financial performance, banking 

industry, Digital financial services, digital payment system 
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industry, and much of the modern banking industry is IT-driven. The use of 

internet and mobile technologies in the banking industry has necessary effects 

on internal banking operations, the value chain in the financial industry, and 

the connection between banks and their customers (Roger, Bons, Alt, Lee & 

Weber, 2012). 

Despite the many benefits associated with digital financial services in some 

nations, commercial banking has yet to fully embrace this technology. These 

challenges include a threat to the security and privacy of customer data on 

digital channels as well as a lack of high-speed, reasonably priced digital 

connectivity. The cost of securing consumer data on digital channels can 

surpass the cost of providing digital financial services, which lowers efficiency 

and profitability. As a result, people in metropolitan regions with higher 

incomes are likely to benefit from digital banking more than people in rural 

areas. Similar to this, many policy and regulatory frameworks do not support 

fully-fledged digital finance (Ozili, 2018). It is this unprecedented scenario that 

prompted the initiation of this study. 

 

Objectives of the Study 

Generally, this study focused on digital financing and the performance of the 

Nigerian banking industry. Thus, the specific objectives of this study are to: 

i. examine the effects of automated teller machine (ATM) on the 

performance of Nigeria banking industry.   

ii. examine the effects of web pay on the performance of Nigeria 

banking industry.  

iii. examine the effect of mobile pay on the performance of Nigeria 

banking industry.  

 

Research Hypotheses  
Base on the objectives of the study with respect to Digital financing and the 

Nigeria banking industry the following hypotheses are formulated:  

Ho: Automated teller machine (ATM) has not had positive and significant 

effect on the performance of Nigeria banking industry  

Ho: Web pay has not had positive and significant effect on the financial 

performance (ROA) of Nigeria banking industry 
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Ho: Mobile pay has not had positive and significant effect on the 

performance of Nigeria banking industry 

 

Review of Related Literature 

Conceptual Review 

Digital Finance 

Digital finance (DF) is the term used to describe financial services offered by 

mobile devices such as smartphones and mobile wallets, personal computers, 

the internet, or debit or credit cards that are connected to a secure digital 

payment system (Durai & Stella, 2019; Shofawati, 2019). It includes all goods, 

services, technologies, and supporting infrastructure that enable people and 

businesses to access payment, savings, and credit options online without 

having to go to a bank branch or interact with the financial service provider 

directly (Shofawati, 2019). 

Michelle (2016) both define digital finance as a prearrangement of a variety of 

money-related and payment benefits that are delivered and managed using 

mobile or online advancements and a system of specialists. In general, it also 

refers to the expansive technology (such as e-money, mobile money, card 

payments, and electronic funds transfers) available to carry out financial 

services from a wide range of providers to a broad category of recipients (Asian 

Development Bank, 2016) in (Michelle, 2016). 

 

Theoretical Framework 

Theory of Financial Innovations 

This study is anchored on the theory of Financial Innovations. According to 

Silber's (1983) theory of financial innovations, the main driver of financial 

inclusion is the benefit expansion of foundations associated to money (Li and 

Zeng, 2010). According to the hypothesis, the key motivations for new 

innovations are flaws in the financial services industry, specifically erroneous 

data, office expenses, and exchange prices (Blach, 2011). Theoretically, 

financial innovations might be very novel solutions or just conventional 

methods using the most recent advancements, increasing organizations' 
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liquidity and increasing the number of applicants due to their suitability for the 

circumstance (Ionescu, 2012). 

According to the theory, financial innovation is an important factor driving the 

financial system, leading to improved economic competence and benefit 

resulting from new and frequent changes (Sekhar, 2013). Financial innovations 

characterize financial developments through developing new methods of 

production, technological advancements, and improved return rates, which in 

turn strengthen the nation's economy overall. The thesis contends that 

innovation increases a firm's competitive advantage as a whole and increases 

investor returns (Blach, 2011). Innovation is a tool that can be utilized to 

manage, solve, and transmit the complete additional burden. Through 

improving resource allocation, increasing efficiency, and lowering financial and 

administrative expenses, the use of innovations fosters the growth of financial 

firms (Sekhar, 2013). 

Financial innovations increase the liquidity of financial markets, ensuring that 

resources are allocated to places that lack them, and make it easier for people 

to exploit emerging opportunities (Blach, 2011), hence expanding financial 

inclusion. According to the idea of financial innovations, some constraints, such 

as external disadvantages, aid businesses in pursuing their goal of maximizing 

of revenues (Li & Zeng, 2010). As a result, commercial banks come up with 

creative strategies to reach more customers and increase their profits. The 

emergence of cutting-edge financial inclusion models via mobile and other 

digital financial services, particularly in many African countries, is helping to 

close the lack of financial instruments that these nations experience 

(Omwansa & Waema, 2014). 

 

Empirical Review 

Digital finances can have an impact on the growth of small and medium-sized 

businesses, as demonstrated by Lu, Wu, Li, and Nguyen (2021). In their pursuit 

for financial inclusion in China from 2010 to 2017, they looked at how the 

adoption of digital money will influence small- and medium-sized firms. They 

gather information for their study on the barriers to financial inclusion faced by 

SMEs, the impact of rural bank branches, and an index of SMEs' financial 
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inclusion. They provide empirical support for the substitution effects of local 

bank branches and digital financial inclusion on easing the financial limitations 

faced by SMEs by applying the generalized methods of moments (GMM) 

technique on the variables gathered. Small businesses in China must therefore 

choose between employing local bank branches and financial inclusion when 

weighing the sustainability trade-offs. Their study demonstrates how 

traditional SME-bank interactions could be affected by digital finance 

technology for sustainability. 

Banna and Alam (2021) used a panel data set of 574 banks to examine the 

impact of the emergence of digital currencies from 2011 to 2018 on the financial 

stability of seven Asian countries and the subsequent impact on growth and 

development. Malaysia, Pakistan, Indonesia, China, Thailand, India, and the 

Philippines were among the nations studied. With the help of the panel-

corrected standard errors (PCSE) and panel two-stage least-squares 

instrumental variables (2SLS-IV) methods, their findings show how the 

development of digital currencies can improve banking stability, create an 

integrated digital financial system among emerging Asian banks, and pave the 

way for the region's long-term economic growth. 

In their study, Oumarou and Celestin (2021) examined the determinant of 

financial inclusion in eight West African Economic and Monetary Union 

(WAEMU) member countries from 2004 to2017. Their study included a set of 

digital finances parameters like mobile phone penetration and interbank credit 

transfers among other variables. They used panel ordinary least squares and 

generalized least squares techniques on the selected variables. Their results 

showed digital finances predicated by mobile money transfers significantly and 

positively aided financial inclusion in the WAEMU countries. The study further 

alluded that this positive effect is seen in the growth of financial inclusion in 

the region by over 50% in just 10 years from 2005 to 2015. Such determinant 

presents a window of opportunities to tap into digital financing for the growth 

of the region beyond the 21st century. 

In their study of Indian consumers' experiences with digital payment options, 
Shree, Pratap, Saroy, and Dhal (2021) mainly relied on data from online surveys 
for their analysis. 640 respondents from 20 Indian states who work mostly in 
institutions, both public and private, participated in the dataset survey. The 
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assumption was that fraudulent online transactions might damage the public's 
impression of the potential of digital money for financial inclusion. They 
demonstrated that using the multinomial logistic estimate technique on the 
variables, an individual's preferences for digital payment solutions are mostly 
a function of how they are seen by the individual and do not undermine their 
trust in the entire payments system. 
In Nigeria between 2009 and 2018, Ugwuanyi, Okon, and Anene (2020) 
investigated the effects of digital finance on the flow of money supply. The 
factors they considered in their study to determine how the increase of the 
money supply is affected by digital finance included web payment systems, 
automated teller machine payment systems, and point of sale payments. They 
demonstrate positive evidence of the impact of digital finances on the growth 
of the money supply in Nigeria from 2009 to 2018 from web payment and point 
of sale systems and a declining effect of automated teller machines on the 
growth of the money supply using the autoregressive distributed lag technique 
on the variables. Based on the findings of their investigation, they found it easy 
to recommend policy synergy for the central bank and fintech companies to 
continue providing smooth financing for growth. 
Using information from both primary and secondary sources, Oyelami, Adebiyi, 
and Adekunle (2020) looked into how digital finance affected consumer buying 
habits in Lagos state, Nigeria. 405 commercial bank clients from the Lagos area 
served as the study's sample population. They discovered that consumer 
spending improves as a result of the convenience and cost-effectiveness of 
using digital money in Nigeria by using an autoregressive distributed lag 
framework on the variables. In order to increase overall demand and 
investment in the economy, they advised the government to strengthen digital 
currency. 
 
Methodology 
The ordinary least square (OLS) regression technique was used to determine 
the effect of independent variables (Web Pay, Mobile Pay automated teller 
machine) on the dependent variable (ROA and ROE).  
Model specification 
The below model will be used to modify and estimate as follows: 

ROA = (ATM MPay,)…………………….…………………………………. (i)  
The model can be written in an explicit form thus: 
ROA = β0 + β1 ATM + β2 WPay + β3 MPay + Ut………….……………….….(ii) 
Where: 
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ROA = Return on Asset 
ATM= Automated Teller Machine 
WPay = Webpay 
Mpay = Mobile pay 
Ut = Error or disturbance term 
β0 = Represents the constant or the intercept on y axis  
β1…β3 = Regression Co-efficient  

 
Data Analysis 
Table 1: The OLS result of ROA is stated in the table below: 

Variable  Coefficient Std. error t-statistics Prob. Value 

C 454383.82 2545.928 13.23442 0.0006 

ATM 23.45789 11.56282 5.872110 0.0002 

WEB PAY 3.270210 1.110941 4.037018 0.0017 

MOBILE PAY 2.438755 3.012018 4.013854 0.0019 

R-squared 0.714363 

Adjusted R-squared 0.698725 

F-Statistic 110.01121 

Prob(F-statistic) 0.000000 

Source: Researcher’s Compilation. 
 
From Table 1 above, all the digital finance variables (ATM, WEBPAY and MOBILE 
PAY) had significant positive effect on return on assets proxy for financial 
performance in the Nigerian banking industry. 
The adjusted coefficient of determination (Adj R2) shows that about 70% of the 
changes in bank performance can be explained by digital finance. This implies 
that digital finance can be effectively used to improve bank. Additionally, the 
F-statistics (110.01121) has probability less than 5%, which indicate that digital 
finance variables included in the model has combined significant effect on bank 
performance in Nigeria.  
 
Research Hypotheses 
Ho1: Automated teller machine (ATM) has no significant effect on the 

performance of Nigeria banking industry. The coefficient of the (ATM) 
is 23.45789, which means that Automated teller machine (ATM) has 
positive relationship with bank financial performance proxy as ROA. 
This indicates that a unit increase in Automated teller machine (ATM) 
will lead to 23% increase in bank financial performance proxy as ROA. 
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The t value is 5.872110 with probability value of 0.002. Since the p value 
is less than 5%, the null hypothesis is rejected and concludes otherwise 
that Automated teller machine (ATM) has a positive and significant 
effect on the performance of Nigeria banking industry. 

H02:  Web pay has no significant effect on the financial performance (ROA) of 
Nigeria banking industry. The coefficient of Web pay (WPAY) is 3.270210, 
which means that Web pay (WPAY) has positive relationship with bank 
financial performance proxy as ROA. This indicates that a unit increase 
in Web pay (WPAY) will lead to 3.3% increase in bank financial 
performance proxy as ROA. The t value is 4.037018 with probability 
value of 0.0017. Since the p value is less than 5%, the null hypothesis is 
rejected and concludes otherwise that Web pay (WPAY) has significant 
effects on the performance of Nigeria banking industry. 

H03:  Mobile pay has no significant effect on the financial performance (ROA) 
of Nigeria banking industry. The coefficient of Mobile pay (MPAY) is 
2.438755, which means that Mobile pay (MPAY) has positive 
relationship with bank financial performance proxy as ROA. This 
indicates that a unit increase in Mobile pay (MPAY) will lead to 2.4% 
increase in bank financial performance proxy as ROA. The t value is 
4.013854 with probability value of 0.0019. Since the p value is less than 
5%, the null hypothesis is rejected and concludes otherwise that Mobile 
pay (MPAY) has significant effects on the performance of Nigeria 
banking industry. 

 
Conclusion and Recommendations 
A financial service known as "digital finance" makes use of electronic devices 
such as personal computers, the internet, mobile phones, and cards that are 
connected to electronic payment systems. The Nigerian financial system, 
particularly the banking industry, cannot be separated from innovations in the 
digital world. So, the banking industry will have to adopt digital advancements 
in order to continue providing its services. The banking business has changed 
as a result of digital finance, and this trend is expected to continue. The 
proliferation of the digital world has a wide range of implications for banking. 
For individuals, businesses, and the public sector, digital finance is useful. The 
study concludes that digital finance has significant effect on the Nigerian 
banking sector performance. However, digital finance as an innovation has 
come with its own challenges. We, therefore, recommend as follows: 
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a)  To ensure that Nigeria's digital financial services are adequately regulated, 
the government should reinforce the current system. 

b)   In order to meet the demands of its technologically advanced consumers, 
the banking sector   should work to stay up with digital advancements. 
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