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ABSTRACT 
 
The world has changed dramatically, since the industrial revolution and innovation is now at the forefront of 

every industry. Scholars have identified innovation as a critical factor that aids economic expansion, 

accelerates financial development and facilitates investment diversification. However, despite the 

undeniable importance of financial innovation in fostering growth, questions remain on whether such 

innovation boosts competitiveness among banks in Nigeria. Therefore, this study investigated the impact of 

financial innovation on the competitiveness of Deposit Money Banks (DMBs) in Nigeria. Ninety-six bank 

officers were randomly selected from the twenty-four DMBs in Nigeria, to provide responses to a structured 

questionnaire, developed in line with the objectives of the study. A Structural Equation Model (SEM) was 

used to specify the relationship between the dimensions of financial innovation (mobile banking, internet 

banking, ATM banking & CBN digital currency) and banks’ competitiveness. The model assessment was 

done using the standard factor loading, composite reliability, construct and the discriminant validity tests. 

The Partial Least Squares (PLS) technique was further used to estimate the model parameters and test the 

research hypotheses, via the Smart-PLS 3 statistical software. The results revealed that both internet banking 

and CBN digital currency directly and significantly affect banks’ competitiveness. The study concludes that 

internet banking and CBN digital currency are key financial innovation tools influencing competitiveness 

among DMBs in Nigeria. Therefore, it is recommended that management and stakeholders in Nigerian 

DMBs should encourage frequent usage of their internet banking platforms by making it more customer- 

friendly and enhancing its safety features. Furthermore, the government should by way of policy encourage 

businesses and individuals to embrace the E-naira for carrying out financial transactions. 
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INTRODUCTION 
 
Since the industrial revolution, the world has changed dramatically, and innovation is now at the forefront of 

every industry. When businesses innovate, they might replace an outdated method with one that is both 

innovative and more effective. According to Lawrence (2010), innovation is a significant advancement 

made by businesses by introducing new goods or adopting novel manufacturing procedures. Organizational 

innovation is characterized by creating novel ideas, products, or processes that produce fresh, high-quality, 

and user-friendly goods and services (Kumar et al., 2011). The financial sector is one area where there has 

been an uptick in interest in adopting innovations designed to keep up with the dynamic nature of the market 

place. New and improved technology, financial instruments, institutions, and markets that facilitate 

communication, commerce, and the transfer of funds are considered innovations in the financial services 

sector (Sloan, 2003). Nofie (2011) defines innovation in the financial industry as introducing a new or 

improved product or procedure that reduces the cost of generating current financial services or transactions. 

Financial innovation refers to the process through which new financial instruments, technology, institutions, 

and markets are developed and adopted by the financial sector (SatyaSekhar, 2018). 
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Qamruzzaman and Jianguo (2019) note the significance of a developed financial sector in promoting growth  

stability, technological innovation, access to affordable financial information, and just investment decisions.  

Accelerating financial development by facilitating risk mitigation and investment diversification, financial 

innovation is a critical factor in economic expansion (Desai & Low, 1987). Schumpeter (1928) argues that 

financial innovation is vital to economic progress, but researchers have paid too little attention to its effect 

on the economy. However, in recent time financial innovation and its potential influence has gained 

tremendous attention among scholars and stimulated more exploration by taking into account the many 

facets of the economy, such as economic development (Bara & Mudzingiri, 2016; Bara et al., 2016), on 

company competitiveness (Valverde et al., 2016; and Muthinja & Chimwemwe, 2018); on banking sector 

expansion (Kamau & Oluoch, 2016; and Chipeta & Moses, 2018); and on many other topics. 
 

As Batiz-Lazo and Woldesenbet (2006) pointed out, financial innovations are now vital for banks to boost 

efficiency and enhance their market competitiveness. Evidently, financial innovation not only aids the bank 

in cutting expenses but also provides a wide variety of new options and prospects that will aid the bank in 

enhancing its competitiveness in several ways (Sujud & Hashem, 2017). According to Aduda and Kingoo 

(2012), Deposit Money Banks (DMBs) may improve their competitiveness and sustain their market success 

by using financial innovation to help them compete in financial markets. These suggest that studying how 

innovations in the financial sector have affected the overall success of deposit money banks is crucial. 
 

DMBs in Nigeria have been notoriously lenient in encouraging the introduction of novel financial 

technologies (Mengistu, 2018). To begin, the return on investment (ROI) may take too long and be 

unacceptably slow for management and shareholders. Second, it might be because digital financial services 

lack the ‘analogue complements’ of regulation, expertise, and established institutions. Thirdly, no guarantee 

implementing these innovations would improve a bank’s profitability or efficiency. It stands to reason that 

banks’ evaluation of the effectiveness of this new creative technology-based banking will determine whether 

or not they gain advantages and collect profits. Therefore, it is imperative to investigate impacts of financial 

innovation on the efficiency of deposit money banks in Nigeria. 
 

Nigeria’s financial industry cannot remain an exception in growing the usage of the system even if it lags far 

behind the rest of the globe in implementing financial innovations (Gardachew, 2010). Any commercial 

bank in Nigeria would do well to provide itself with the knowledge and tools essential to thrive in today’s 

dynamic business environment (Solomon, 2016; Iriobe, et al. 2021). The relevance of the CBN’s financial 

inclusion strategy, which has increased the usage of electronic money and innovative financial products, 

was also highlighted in the organization’s most recent annual report (CBN, 2022). The banking industry has 

been at the forefront of the mobile banking revolution, offering a wide variety of digital banking products 

with a variety of user interfaces (cardless ATM services, weather derivatives, central bank digital currency,  

QR code payment, hedge funds, and exchange-traded funds), support for numerous languages, and access to 

multilingual customer care representatives. ATMs, mobile banking, online banking, card banking, agency 

banking, free advising services, and other innovations have all contributed to the growth of Nigeria’s 

banking and financial sector in recent years. In light of this, issues about whether or not the advent of such 

new financial channels marked a beneficial shift and are hurting the financial and operational 

competitiveness of the banks will become more pressing. 
 

This research aims to determine how DMBs in Nigeria react to financial innovations. Specifically, the study 

examined the impact of mobile banking, internet banking, ATM banking and CBN digital currency on the 

competitiveness of DMBs in Nigeria. To achieve this the following hypotheses were tested; Mobile banking 

has no significant influence on the competitiveness of DMBs in Nigeria; Internet banking has no significant 

influence on the competitiveness of DMBs in Nigeria; ATM banking has no significant influence on the 

competitiveness of DMBs in Nigeria; CBN digital currency has no significant influence on the 

competitiveness of DMBs in Nigeria. 
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LITERATURE REVIEW 
 

Conceptual Review 
 

Financial innovation is the creation and spread of new financial instruments, technology, institutions, and 

markets (Lemo, 2005). Unlike industrial innovations, which often include entirely new items, financial 

innovations typically build on preexisting financial tools or structures (Victor, 2015). Product, process, and 

institutional innovations are the three main categories of financial innovations identified by Frame and 

White (2002). According to Ignazio (2007) mobile, Internet, and ATM banking are the most extensively 

embraced forms of financial innovation in the Nigerian environment. Mobile banking has emerged as a 

feasible alternative for financial services due to the widespread use of mobile phones and the quick 

development of internet technology. Also known as banking on the go, it is the practice of handling 

financial matters using a mobile device, most commonly a smart phone (Anyasi & Otubu, 2009). It 

improves productivity and facilitates business growth by providing a secure, low-cost, and convenient 

money service support system that reduces reliance on physical currency transaction, as well as the dangers 

involved (Anyasi & Otuba, 2009). 
 

According to Sathye (2009), value-added banking services are those provided to financial institution clients 

through the internet and other communications networks. Internet banking allows clients to access their 

bank accounts online using a computer with internet access. The fast global expansion of internet banking 

attests to its widespread recognition as a superior means of delivering financial services in terms of cost and 

efficiency (Zarei et al., 2008). Another financial innovation tool that is widely recognized for providing 

electronic access for banks’ clients is the Automated Teller Machine (ATM). This device has allowed 

financial institutions banks to expand their services outside their physical locations by connecting them with 

retail banking customers for various routine banking transactions (Dossantos & Peffers, 1993). Literature 

suggests that customers favour ATM banking, making it the second most popular channel after branch 

banking to access banking goods and services (Charles, 2016). 
 

Financial and market competitiveness, customer-focused competitiveness, human resource competitiveness, 

and product/service competitiveness are the four facets of competitiveness identified by Alam et al. (2011). 

Organizational goals serve as the foundation for the competitiveness metrics used by various businesses. 

Both monetary and non-monetary metrics may be used to evaluate this competitiveness indicator (Bergin- 

Seers & Jago, 2007). However, most businesses choose to utilize financial indicators instead (Beccalli, 

2007). When it comes to providing the bank with investment possibilities, Omondi and Muturi (2013) 

define financial competitiveness as “the use of financial indicators to measure the extent to which objectives 

have been accomplished.” It determines how well a firm can capitalize on its principal business model to 

create profits (Heremans, 2007). However, financial metrics are not the sole yardstick for a company’s 

success. It must be combined with nonfinancial measurement to adapt to shifting internal and external 

conditions. Most prior research exclusively used financial indicators to gauge business success; however, 

this is insufficient and there are calls to include nonfinancial indicators through an integrated approach 

(Hansen & Wernerfelt, 1989). 
 

Theoretical Framework 
 

Rogers’ diffusion of innovation theory, Silber’s hypothesis of constraint-induced financial innovation and 

Hicks and Niehans’ theory of transaction cost innovation provided the theoretical framework for this study.  

Silber (1983) theory opines that since the banking industry is heavily regulated Deposit Money Banks 

(DMBs) will constantly use new forms of financial innovation to stave off competition. According to 

Rogers (1995) theory, innovations are more likely to be widely embraced if they provide demonstrable 

improvements over the status quo of a firm. 2004). Hicks and Niehans (1983) theory held that a firm’s 
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primary motivation for adopting financial innovation is the decrease of transaction cost resulting from 

technological innovations, such as mobile/internet banking and other cardless services. Furthermore, profit 

maximization is the primary motivation for financial innovation in financial organizations. These theories 

are the basis for the model developed for the hypothesized relationships. 
 

Empirical Review 
 

The effect of financial innovation on bank competitiveness has been the subject of several empirical studies 

in both developed and developing economies. According to Roberts and Amit (2003), who sought to 

identify the link between innovation and the creation of unique competitive positions in Australian retail 

banking, financial inventive activities have a substantial influence on the present financial competitiveness 

of banks. Rahman (2007) conducted research to ascertain the effect of cutting-edge technology on the 

bottom lines of Bangladeshi financial institutions and discovered that the competitiveness of those 

institutions that embraced such technology increased with age. Furthermore, Hernando and Nieto (2007) 

conducted a study to determine the relationship between internet banking channels and the competitiveness 

of Spain retail banking. Their finding showed that internet-based digital banking channel has a significant 

effect on the sample bank’s competitiveness. Francesca and Claeys (2010) did similar research, this time 

looking at what factors influence banking conglomerates’ strategic decisions when it comes to the 

distribution of online services. Their research included analyzing panel data from the sixty major banking 

firms in the European Union during the years 1995 and 2005. They concluded that financial innovations in 

internet banking do not boost banks’ financial competitiveness because online banks fail to develop 

synergies with other banking operations. 
 

Malhotra and Singh (2010) analyzed the impact of financial innovations, particularly online banking, on the 

competitiveness of India’s Deposit Money Banks (DMBs). The researcher utilized panel data from eight- 

two scheduled DMBs covering the periods 1998-2007 and discovered no significant correlation between 

banks’ use of online banking and their financial outcomes. Similarly, Al-Smadi and Al Wabel (2011) 

investigated the impact of online banking on the performance of financial institutions in the Jordanian 

banking sector. Using panel data from fifteen different banks, spanning 2000 to 2010, they discovered that 

electronic banking had no significant effect on banks’ bottom lines. Onay and Ozsoz (2013) used panel data 

from 1990 to 2008 gotten from eighteen Turkish retail banks to assess the impact of electronic banking on 

bank competitiveness. Their results showed that internet banking adoption is positively associated with the 

level of profits, deposits, and loans per branch. However, the research further indicated that after two years 

of use, online banking services had no significant influence on bank’s profitability. Similarly, Sadr (2013) 

used a cross-national sample to analyze data from four banks in various Asian nations for his own research. 

Using modified OLS, the researcher showed that online banking positively affects return on equity after a 

lag of three years, but has a negative effect after just one year. The impact of electronic banking on the 

efficiency of Pakistani DMBs was also investigated by Rauf and Qiang (2014). The researchers discovered 

that the interest margin, return on assets, and return on equity of more recent adopters of electronic banking 

are all significantly positively impacted by the switch, whereas the ROA and interest margin are 

significantly positively impacted for early adopters. Karimzadeh et al. (2014) looked into the effects of 

expanding electronic banking on the profitability of an Iranian commercial bank and found that doing so 

was positively correlated with the bank’s return on assets. 

 

Studies in African economies have also revealed contrasting findings on the effect of financial innovation on 

bank’s bottom line. Kimingi (2010) conducted a study to determine the impact of technological innovations 

on Kenyan Deposit Money Banks, and he concluded that such banks’ bottom lines benefited from the 

innovations in the form of higher profits, higher sales, and higher returns on equity after adopting the 

innovations. Financial innovation has a favourable and considerable effect on the profitability of Kenyan 

deposit money banks, as was also observed by Okiro and Ndungu (2013). Furthermore, Paul et al. (2015) set 
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out to analyze yearly financial data from 2009 through 2013 to determine how the introduction of new 

financial innovations affected the profitability of Fidelity Bank in Ghana. They arrived on the conclusion 

that a Ghanaian bank’s profits would rise as the country became more receptive to financial innovations.  

Similarly, Mensah (2016) used annual financial data from twenty selected rural banks in Ghana between 

2011 and 2014 to determine the effects of Information Communication Technology (ICT) on the 

competitiveness of these institutions and found that ICT has a significant impact on the competitiveness of 

the rural banks. 
 

In Nigeria, Oyerinde (2011) conducted a research on the impact of electronic banking on the 

competitiveness of bank. His finding showed that electronic banking significantly improves return on assets 

and net interest margin. Abaenewe et al. (2013) set out to investigate how the rise of electronic banking in 

Nigeria has affected the financial success of the country’s banks. Findings revealed a positive and 

significant correlation between Nigerian banks’ use of electronic banking and their return on equity, with no 

effect on return on assets. Furthermore, Jegede (2014) used a questionnaire sent to 125 workers at the five 

selected banks in Lagos State to investigate the impact of ATMs on the efficiency of Nigerian banks. The 

research found that, on average, Nigerian banks’ productivity increased after using ATMs. Nkem and 

Akujinma, (2017) conducted a study to determine the effect of financial innovation on the productivity of 

Nigerian DMBs. The researchers discovered that the value of transactions made via ATMs and other points 

of service was inversely proportional to the efficiency of the banks. When the efficiency of banks was 

compared to the use of mobile and online banking, a positive correlation was found between the two. A 

study by Gbalam et al. (2017) aimed to analyze how electronic banking affects the bottom lines of Nigerian 

DMBs. Using data from 2006 to 2014, result showed that profit before tax regressed due to the rise in use of 

four electronic banking channels: ATM, mobile banking, internet banking transactions, and point-of-sale 

services. Overall, the data showed that electronic banking had a significant effect on DMBs’ bottom lines, 

despite the effects of different channels being mixed. 
 

Still in Nigeria, Girma (2016) investigated the effect of Information and Communication Technology (ICT) 

on the efficiency of the Nigerian banking sector, using secondary data from 2010 to 2014. Statistical 

analysis indicated that increasing spending on ICT infrastructure like ATMs and POS terminals had no 

influence on return on assets of DMBs in Nigeria. Similarly, Solomon (2016) used panel data from nine 

DMBs in Nigeria from 2013 to 2015 to analyze the impact of electronic banking on financial 

competitiveness. The researcher found that DMBs’ financial health improved when their ATM, POS, and 

market share metrics all rose. However, the rise in debit card use hurt the bank’s bottom lines. This is also 

similar to the findings of Tilahun (2016) who investigated the effect of electronic banking on the financial 

performance of DMBs in Nigeria. Furthermore, Rukiya (2018) used secondary data from nine DMBs in 

Nigeria between 2015 and 2017 to investigate how financial innovation affected their competitiveness. The 

research found that DMBs financial competitiveness improved due to lower transaction costs and greater 

deposit mobilization as the number of mobile banking users and new saving accounts rose. However, DMBs 

financial competitiveness suffers significantly owing to the costly initial investment of ATM machines in 

comparison to the revenue they earn. Also, in the work of Ighomereho, Afolabi and Oluwakoya (2022), 

internet banking quality and ease of usage were noted to drive customers’ satisfaction, which affects bank’s 

bottom line. 
 

The empirical reviews have shown contrasting results on the effect of financial innovation on the 

competitiveness of DMBs in Nigeria. Most of the earlier investigations employed secondary data in 

analyzing the relationship between the study variables. In addition, the effect of digital technology has not 

been properly investigated. The current study therefore utilized a survey approach to determine how mobile 

banking, internet banking, ATM banking and CBN digital currency affect competitiveness amongst 

Nigerian DMBs. 
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MATERIAL AND METHODS 
 
This study adopted the descriptive survey design which involved the collection of data from respondents 

across the twenty-four Deposit Money Banks (DMBs) in Nigeria. Four senior managers/officers in each of 

the corporate head offices of the banks were randomly selected to participate in the survey. Ninety-six (96) 

copies of a structured questionnaire were filled by the respondents and these provided the data for the 

analysis. The questionnaire contained indicator items on the construct variables, which are dimensions for 

financial innovations and bank’s competitiveness. Responses were captured on a 5-point likert scale, 

ranging from strongly agree (5) to strongly disagree (1). 
 

A Structural Equation Model (SEM) was used to transform the indicators in the research questionnaire into 

latent variables in order to study the relationship among them. The functional model for the linear 

relationship is adapted from Sibler and Hicks (1983). The SEM framework is presented as: 

 

 
 

Figure 1 – SEM Framework 

Source: Smart-PLS 3 (2023) 

The econometric model representing the relationship in the SEM is specified thus; 
 

BC = β0 + β1MB + β2IB + β3ATM + β4CDC + ui ........................................... (1) 

Where, BC is Bank’s Competitiveness; MB is Mobile Banking; IB is Internet Banking; ATM is ATM 

Banking; CDC is CBN Digital Currency; β0 is regression constant; β0, β1,  β2, β3 are regression coefficients 

and ui is the error term. The Partial Least Squares (PLS) estimation technique was used for econometric 

analysis, via the Smart-PLS 3 statistical software. The standard-factor loading, composite reliability test, 
construct validity test and the discriminant validity test were used for the assessment of the structural model, 

while the PLS-SEM bootstrap was used to test the hypotheses. 
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RESULTS 
 
The demographic analysis results in Table 1 show that majority of respondents are male (53.1%) and within 

the age bracket 41-50years (38.5%). Furthermore, most of the respondents have at least a first degree 

(65.5%), spent more than 10years in the banking industry (69.8%) and belong to the middle management  

cadre (50%). The spread of these results suggests that the respondents have the ability and are well 

experienced to adequately provide responses on the subject of study. 
 

Table 1: Demographic Characteristics 
 

Characteristics Categories Frequency Percentage 

Gender Male 51 53.1 

 Female 45 46.9 

Age 30years and below 5 5.2 

 31-40years 24 25.0 

 41-50years 37 38.5 

 51-60years 21 21.9 

 61years and above 9 9.4 

Qualification BSc/HND 63 65.6 

 Masters 28 29.2 

 PhD 2 2.1 

 Others 3 3.1 

Experience in Banking Below 5years 5 5.2 

 5 – 10years 24 25.0 

 11 – 15years 37 38.5 

 Above 15years 30 31.3 

Position Bank Officers 15 15.6 

 Middle Management 48 50.0 

 Top Management 33 34.4 

 Counts (N) 96 100.0 

 

Source: Field Work (2023) 
 

Table 2 reveals the assessment of the measuring items in the questionnaire. The results show that the factor 

loadings for the retained items are above the minimum acceptable threshold of 0.6, indicating that they are 

valid in measuring their respective constructs. Similarly, the composite reliability statistics of the construct 

variables are above the minimum required threshold of 0.7, implying that the items are reliable in jointly 

measuring their individual constructs. Furthermore, the Average Variance Extracted (AVE) results show 

that all the constructs have values above the minimum acceptable value of 0.5, which establishes their 

convergent validity. 
 

Table 2 – Assessment of Measuring Items 
 

Constructs Items Loadings Composite Reliability AVE 

Mobile Banking MB-1 0.89 0.92 0.75 

 MB-2 0.87   
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 MB-3 0.86   

 MB-5 0.84   

Internet Banking IB-1 0.80 0.84 0.64 

 IB-2 0.82   

 IB-3 0.78   

ATM Banking ATM-1 0.93 0.91 0.83 

 ATM-2 0.90   

CBN Digital Currency CDC-1 0.83 0.83 0.55 

 CDC-2 0.75   

 CDC-4 0.72   

 CDC-5 0.65   

Bank’s Competitiveness BC-1 0.75 0.87 0.53 

 BC-3 0.74   

 BC-4 0.67   

 BC-5 0.80   

 BC-6 0.70   

 BC-8 0.70   

 

Source: Smart-PLS 3 (2023) 
 

The Fornell-Larcker and Heterotrait-Monotrait (HTMT) criteria were used to test the discriminant validity 

of the constructs and the results are presented in Tables 3 and 4. The Fornell-Larcker criterion requires that 

the square root of the AVEs (located in the diagonal column of Table 3) must be greater than any of the 

inter-construct correlations (located elsewhere). The results show that this condition has been met and hence 

satisfying the discriminant validity condition. 
 

Table 3 – Fornell-Larcker Condition 
 

 MB IB ATM CDC BC 

MB 0.87     

IB 0.31 0.80    

ATM 0.62 0.34 0.91   

CDC 0.36 0.51 0.44 0.74  

BC 0.23 0.52 0.22 0.55 0.73 

 

Source: Smart-PLS 3 (2023) 
 

In addition, discriminant validity is also satisfied if the HTMT ratios do not exceed the 0.9 maximum 

threshold and results from Table 4 indicate that this condition is satisfied. Therefore, it can be concluded 

that there is no discriminant validity problem among the construct variables. 
 

Table 4 – HTMT 
 

 MB IB ATM CDC BC 

MB      
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IB 0.38     

ATM 0.74 0.44    

CDC 0.42 0.67 0.56   

BC 0.24 0.66 0.27 0.69  

 

Source: Smart-PLS 3 (2023) 
 

The model fit results in Table 5 shows the Standardized Root Mean Residual (SRMR) for the SEM is 0.01 

which is below the maximum acceptable benchmark of 0.08. Similarly, the overall model fit indices (d_ULS 

& d_G) are both below the acceptable benchmark (HI95.=1.74 & 1.27 respectively). In addition, the R- 

squared value of 0.382 indicates that the independent constructs jointly explain 38.2percent of the total 

variation in the exploratory variable. The summary of the structural model implies a good model fit. 

Table 5 – Model Fit 

Criteria Value Benchmark 

SRMR 0.07 < 0.08 

d_ULS 1.672 <HI95=1.74 

d_G 0.988 <HI95=1.27 

Chi-Square 2232.064  

R-squared 0.382  

R Square Adjusted 0.376  

 

Source: Smart-PLS 3 (2023) 
 

Test of Hypotheses 
 

Table 6 shows the path coefficients for the four research hypotheses that have been put forward for testing. 

The regression results of the path relationships in the SEM are also specified. The path coefficient from the 

mobile banking construct to bank’s competitiveness is positive (β=0.03), implying a direct relationship. 

However, the t-statistic (t=0.56) of this path is not significant at the 5% level (p=0.58). Therefore, the null 

hypothesis is supported and it is concluded that mobile banking has no significant effect on the 

competitiveness of Deposit Money Banks in Nigeria. In addition, the path coefficient from the internet 

banking construct to bank’s competitiveness is positive (β=0.34), indicating a direct relationship. The t- 

statistic (t=5.89) of this path is also significant at the 5% level (p=0.00). Hence, the null hypothesis is 

rejected and it is concluded that internet banking has a significant effect on the competitiveness of Deposit 

Money Banks in Nigeria. 
 

Table 6 – Path Coefficients 
 

Paths Beta T-Statistics P-Values 
Decision on H 

0 

Mobile Banking -> Bank’s Competitiveness 0.03 0.56 0.58 Supported 

Internet Banking -> Bank’s Competitiveness 0.34 5.89 0.00 Rejected 

ATM Banking -> Bank’s Competitiveness -0.08 1.54 0.13 Supported 

CBN Digital Currency -> Bank’s Competitiveness 0.40 8.94 0.00 Rejected 

Source: Smart-PLS 3 (2023)
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Further results from Table 6, reveal that the path coefficient from the ATM banking construct to bank’s 

competitiveness is negative (β= -0.08), implying an inverse relationship. However, the t-statistic (t=1.54) of 

this path is not significant at the 5% level (p=0.13). Therefore, the null hypothesis is supported and it is 

concluded that ATM banking has no significant effect on the competitiveness of Deposit Money Banks in 

Nigeria. Lastly, the path coefficient from the CBN digital currency construct to bank’s competitiveness is 

positive (β=0.40), suggesting a direct relationship. The t-statistic (t=8.94) of this path is also significant at 

the 5% level (p=0.00). Hence, the null hypothesis is rejected and it is concluded that CBN digital currency 

has a significant effect on the competitiveness of Deposit Money Banks in Nigeria. 
 

Implication of Findings 
 

The empirical result from the path analysis has shown that mobile banking innovation has a direct but non- 

significant effect on the competitiveness of DMBs in Nigeria. This implies that innovations coming from 

mobile banking usage or platform have little or no impact on the quest of the banks to remain competitive 

and thus suggesting there may be other factors. This finding agrees with those of Al-Smadi and Al Wabel 

(2011) who established that mobile banking does not influence bank’s competitiveness. However, the 

finding disagrees with Rauf and Qiang (2014); Gbalam et al. (2017), Nkem and Akujinma (2017); and 

Rukiya (2018), who have argued otherwise. 
 

Furthermore, internet banking innovation has been shown to have a direct and significant effect on the 

competitiveness of DMBs in Nigeria. The implication of this is that stakeholders in the banking industry 

must continuously maintain a user-friendly internet banking platforms in order to boast customer usage. The 

government must also do more to facilitate cheap and affordable internet connection for the citizens. The 

finding here is in tandem with those of Hernando and Nieto (2007); Sadr (2013); Karimzadeh et al. (2014); 

and Gbalam et al. (2017), but not consistent with those of Malhotra and Singh (2010); and Frascesca and 

Claeys (2010). 
 

In addition, findings have revealed that ATM banking innovation has an inverse but non-significant effect 

on the competitiveness of DMBs in Nigeria. This underscores the relevance of any innovative efforts 

through the bank’s ATM outlets, as customers could afford to use any, based on proximity and convenience.  

The findings here is consistent with those of Girma (2016); Nkem and Akujinma (2017); and Rukiya (2018) 

who postulate that ATM banking does not significantly influence the efficiency and competitiveness of 

banks. However, it disagrees with those of Jegede (2014); Solomon (2016); and Gbalam et al. (2017). 
 

Lastly, the empirical findings have shown that the CBN digital currency directly and significantly affects the 

competitiveness of DMBs in Nigeria. This implies that the CBN innovative effort through the introduction 

of digital currency (e.g the E-Naira) is perceived as a major driver of competitive amongst DMBs. This 

finding is in agreement with those of Rahman (2007); Okiro and Ndungu (2013); Paul et al. (2015); and 

Mensah (2016). However, it disagrees with that of Girma (2016). 

 

CONCLUSION AND POLICY RECOMMENDATIONS 
 
This research investigated the influence of the dimensions of financial innovations (mobile banking, internet 

banking, ATM banking & CBN digital currency) on the competitiveness of Deposit Money Banks (DMBs) 

in Nigeria. Findings from the research have shown that internet banking and digital currency significantly 

influence banks’ competitiveness. However, such significant influence does not hold for mobile banking and 

ATM banking. This establishes internet banking and CBN digital currency as key financial innovations 

influencing competitiveness. It is therefore concluded that DMBs in Nigeria can enhance their performance 

and retain their relevance in the banking sector if they channel their innovative efforts through these 

platforms. 
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The study recommends that stakeholders in the Nigerian banking industry should ensure customers have 

constant and uninterrupted access to their internet banking platforms. Safety features on the platform should 

also be enhanced in order to encourage frequent usage. Furthermore, the government through the apex bank 

needs to create more awareness on the relative usefulness of the digital currency and encourage the use of 

the E-naira for individual and businesses’ transactions. In addition, the government should by way of policy 

facilitate access to cheap and affordable internet connection in the country. The internet service providers 

should be made to reduce the charges on their services and avoid unnecessary ones. Collaborations can also 

be encouraged among the service providers to expand courage across the country and increase internet 

bandwidth. 
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