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Abstract 
 

The Central Bank of Nigeria recently introduced the cashless policy to reduce the volume of 
cash used for business transactions and thereby reduce cash handling costs by banks amongst 
other objectives. The success of this policy is dependent on the development and adoption of 
alternative payment options by bank customers, one of which is mobile banking. However, in 
spite of the potentials of the use of M-banking in Nigeria, its usage is still low; This study 
investigates the determinants of the adoption of mobile banking in Nigeria using Rogers’ 
Diffusion of Innovation theory in addition to age and educational background as framework. 
A total of two hundred copies of a questionnaire were distributed to bank customers in Lagos 
to elicit data on and determine the effect of relative advantage, complexity, compatibility, 
observability, trialability, age and educational background on adoption of mobile banking. 
Using simple frequency count, Cronbach’s alpha and multiple regression analysis, it was 
discovered that each of these dependent variables influence the adoption of mobile banking. 
It was therefore recommended that relevant stakeholders should pay adequate attention to the 
relative advantage, complexity, compatibility, trialability and observability of the use of m-
banking so as to increase its usage.  
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1. Introduction 
Since the Global System for Mobile Communication was introduced into Nigeria over ten 
years ago, the face of communication in the country has been transformed. Today, with the 
development of the technologies in mobile communication, virtually every aspect of human 
relationships is being impacted upon. Nowadays, mobile phones function as handheld 
personal computers in their own rights [1]. The cheapest cell phone today has enough 
computing power to become a digital “mattress” and digital bank for the poor [2].  Fuelled by 
the fire of global economic integration, mobile banking also known as m-banking is gaining 
prominence all over the world. For instance, the number of mobile transactions in South 
Korea rose on a daily average to 287,000 in 2005 up 104%, the number of registered users by 
108% in comparison to 2004 [3]. In the US, 30% of household are projected to bank using m-
banking in 2010 alone [4]. The number of mobile banking users in China increased by 150% 
between 2010 and 2011 [5]. In Europe, many bank customers are willing to pay extra for 
utilising mobile banking [6]. Since the launch of Kenya’s M-Pesa mobile money accounts, 
more than 13 million Kenyans are using their phones to pay for goods, get cash from ATMs, 
receive payments and hold savings, in a wave that has seen more than half the population 
now using financial services [7]. Nigeria today has over 90 million active mobile 
subscriptions making the country a fertile ground for the use of m-banking. This perhaps 
informed the decision of the Central Bank of Nigeria (CBN) to licence 16 mobile money 
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operators to carry out a pilot of a mobile financial services system for a period of four months 
to demonstrate that the system can work in the country [7, 8] 
 
This paper examines the factors influencing the use of mobile banking in Nigeria bearing in 
mind the cashless policy of the Central Bank of Nigeria. There are 5 sections in this paper; 
Section 1: introduction; Section 2: Problem Statement; Section 3: review of Relevant 
Literature; Section 4: Methodology; Section 5: Results and Discussion of Findings; Section 7: 
Conclusion and Recommendations 
 

2. Problem Statement 
With effect from 1st January, 2012, the CBN commenced the implementation of the ‘cashless 
policy’ aimed at driving development and modernisation of the country’s payment system in 
line with Nigeria’s vision 2020 goal of being amongst the top 20 economies by the year 2020. 
It is also believed that an efficient and modern payment system is positively correlated with 
economic development, and is a key enabler for economic growth. Other reasons for this 
policy is to reduce the cost of banking services (including cost of credit) and drive financial 
inclusion by providing more efficient transaction options and greater reach and to improve 
the effectiveness of monetary policy in managing inflation and driving economic growth. 
Lagos was chosen as the pilot states with plans to implement this policy nationwide. The 
policy stipulates cash handling charges on daily cash withdrawals or cash deposits that 
exceed N500,000 for Individuals and N3,000,000 for Corporate bodies. The policy also sets a 
withdrawal limit of N150,000 for all third party cheques. To ensure success of this policy, all 
banks are expected to deliver electronic banking channels and encourage customers to use 
same [9]. From the foregoing, it is clear that the success of a policy like this depends to a 
large extent on the ability of banks to deliver alternative banking options to customers and the 
rate at which customers adopt such options. One of such alternatives is mobile banking. 
Available statistics show that there exists a huge growth potential for mobile banking in 
Nigeria and indeed, Africa. According to statistics, 30% of the adult  population (25.4 million 
people) of Nigeria has at least one bank account while 56.9 million adults are unbanked [8] . 
Out of the 21 banks in Nigeria today, virtually all of them offer m-banking services. Services 
on offer on most m-banking platforms include: account alerts, account balances update and 
history, customer services via mobile, bill payments, fund transfers and transaction 
verifications.  

With the high volume of active mobile phones in Nigeria, m-banking has the potential of 
contributing greatly to the success of the cashless policy. It is therefore imperative to 
determine those factors that influence the rate of adoption of m-banking in Nigeria so as to 
guide policy design and implementation aimed at encouraging its usage. A model on the use 
of m-banking will also assist in dealing with the various inhibitions surrounding its usage and 
also anticipate progression of its use.   

3. Review of Relevant Literature 

Mobile Banking refers to provision of banking and financial services with the help of mobile 
telecommunication devices. The scope of offered services may include facilities to conduct 
bank and stock market transactions, to administer accounts and to access customised 
information [6]. The objectives of mobile services provided by banks are to enhance 
customer communication and information and customer convenience. They are also to help 
customers: conduct banking transactions, create customer centricity, and enrich mobile 
banking experience to non-banking financial services and building customer relationships. 
Other objectives are to: extract best advantage of technology, provide value-added 
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propositions, generate revenue streams for banks, reduce banking transaction costs, achieve 
multi-channel advantage and automate banking services and support [10].  
 
Research into the adoption of mobile banking is sparse in literature [11]. However, the 
following are worth mentioning. In a study conducted to determine factors influencing the 
adoption of m-banking in Finland by Suoranta using Rogers’ Diffusion of Innovation Theory 
as framework, it was discovered that  relative advantage, compatibility, communication and 
trialability drive m-banking usage, while complexity and risk of using m-banking yield no 
support as barrier to adoption [11]  

Kim et al [12] conducted a research to determine the reveal the mechanisms associated with 
the initial formation of people's trust in mobile banking and intention to use the service. The 
study determined the effects of four antecedent variables (structural assurances, relative 
benefits, personal propensity to trust and firm reputation) on shaping a person's initial trust in 
mobile banking and its usage intention. The survey data were analysed using structural 
equation modelling. The analysis showed that three variables (relative benefits, propensity to 
trust and structural assurances) had a significant effect on initial trust in mobile banking. 
Also, the perception of initial trust and relative benefits was vital in promoting personal 
intention to make use of related services. However, the reputation as a firm characteristics 
variable failed to attract people to mobile banking. 

Yang [13] investigated factors associated with adopting and resisting mobile banking 
technologies among university students in Taiwan. Adoption factors determined in the study 
includes the belief that mobile banking helps fulfil personal banking needs, provides location-
free conveniences, and is cost effective. The primary factors associated with resistance which 
was discovered included concerns over system configuration security and basic fees for 
mobile banking web connections.  

4. Methodology 

This study uses variables identified in literature as those which influence mobile banking 
adoption and applies them in the Nigerian context. These variables are: Relative Advantage, 
Complexity, Compatibility, Trialability, Observability and Perceived Risk [11, 12, 13, and 
14]. These, according to Rogers [14] are the key constructs that determine the adoption of a 
new technology. To this we add demographic features such as age and educational 
background all of which has been proven to influence the use of a new technology [15, 16, 
17, 18, 19, 20, 21, 22, 23]. Thus the following hypotheses were tested: 

H1: There exists no significant relationship between relative advantage and  adoption of 
mobile banking by bank customers 

H2:  There exists no significant relationship between complexity and the adoption  of 
mobile banking by bank customers 

H3: There exists no significant relationship between compatibility and the adoption  of 
mobile banking by bank customers 

H4: There exists no significant relationship between trialability and the adoption  of 
mobile banking by bank customers 
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H5: There exists no significant relationship between observability and the adoption  of 
mobile banking by bank customers. 

H6:  There exists no relationship between age and the adoption of mobile banking  by 
bank customers 

H7: There exists no relationship between educational qualification and the  adoption of 
mobile banking by bank customers 

The five constructs that determine the adoption of a new technology as defined by Rogers 
[14] are defined thus: 

Relative Advantage: This shows the degree to which an innovation is perceived as better than 
the idea it supersedes. The greater the perceived relative advantage of an innovation, the more 
rapid its rate of adoption will be. 
Compatibility: This construct described the degree to which an innovation is perceived as 
compatible with the individual’s or organisation’s norms, belief, existing values, past 
experience and needs. An idea that is incompatible with the values and norms of an 
individual will not be adopted as an innovation that is compatible.  
Complexity: This is the degree to which an innovation is perceived as difficult to understand 
and use. Obviously, the harder it is for an adopter to use or perceive the use of an innovation, 
the less likely that the idea will be consumed 
Trialability: This is the degree to which an innovation may be experimented with on a 
limited basis. Generally, new ideas that may be tried on instalment basis will be adopted 
more quickly than innovations that are not divisible 
Observability: This describes the degree to which the outcomes of an innovation are visible 
to others. The easier it is for individuals to see the result of an innovation, the more likely 
they are to adopt such idea. 

There is also evidence in literature which discovered that demographics affect the adoption of 
a new technology. Studies have also shown the effects of demographic characteristics on 
technology acceptance. In the works of Taylor and Todd [21] and Gefen & Straub [22], it was 
found that gender has a direct influence on adoption of technology with men and women 
having different rates of computer technologies adoption. Putrevu [24] suggests that 
difference in information processing exists between men and women and as such both 
genders will have different rate of technology acceptance. Zeithaml and Gilly [25] also 
opined the existence of a positive relationship between education, income, and exposure to 
mass communication and the adoption of Electronic Funds Transfer (EFT) with the latter as 
the dependent variable. The study also showed that this relationship was greater for younger 
than for older consumers. Lee et al. [23] discovered the older the adopters the lower the rate 
of technology adoption. And in the words of Hogarth et al [26], ‘Increases in income and 
education also elicit a positive effect on adoption, regardless of the technology. On the other 
hand, the impacts of other demographic characteristics on adoption are less clear’. 

The cross sectional survey research design was adopted in this study. Out of the over 25 
million bank customers in Nigeria, two hundred respondents were selected using convenience 
sampling method. Most of the respondents live within the Lagos area. A questionnaire was 
designed and copies distributed to these two hundred respondents to elicit data on the five 
key constructs described above including their age, educational background and their 
adoption of mobile banking. The questionnaire was designed using the five point Likert scale 
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with polar anchors ranging from 1 (strongly disagree) to 5 (strongly agree). The questionnaire 
was divided into 7 sections: section elicited information on age, gender and educational 
qualifications, while section 2 is on relative advantage. Section 3 and 4 were designed to 
provide data on complexity and compatibility respectively. Sections 5 and 6 provided data on 
observability and trialability. Cronbach alpha was used to test for reliability of instruments 
while structural equation modelling was adopted to test for relationships between dependent 
and independent variables. Frequency count and multiple regression analysis were used to 
analyse data. 

5. Results and Discussion 

A total of two hundred copies of the questionnaire were distributed both manually and via 
emails out of which ninety one (91) returned copies were found to be useful representing 
response rate. Questionnaires were distributed from 6th to 30th November 2012. The table 
below shows the demographic features of respondents. Table 1 show that 65% of the 
respondents are male. Other features are contained therein. From the study, the most popular 
mobile banking service is SMS alerts followed by fund transfers and bills payment including 
airtime top up. Also, 38% of respondents under the age of 20 years use m-banking. thus from 
the above, m-banking is more popular with those between 21 and 40 years old where the 
figure is lower for those outside this age bracket, thus confirming the position of other 
scholars. Also, the table shows that the adoption of m-banking increases with income and 
educational qualification. It also shows that m-banking is more popular with males. 

Table 1: Demographic Features of Respondents 

 Frequency % % of Adopters of M-banking 
Age 20 Years and 

Under 
12 13 38 

21 – 40 Years 31 34 85 
41 – 60 Years 29 32 15 
Above 60 Years 19 21 16 

Income (Per 
Month) 

0 – 9,999 8 9  
10,000 – 49,999 23 25 14 
50,000 – 99,999 25 27 21 
100,000 – 499,999 24 26 55 
500,000 and above 11 12 85 

Education WASC/SSCE 9 10 0 
ND/A levels 19 21 23 
BSC/BA/HND 32 35 40 
Masters 24 26 58 
Doctorate 7 8 51 

Gender Male 59 65 52 
Female 32 35 41 

From table 2 below, the Cronbach Alpha results are above 0.7, thus showing consistency and 
reliability of test instruments.  
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Table 2: Cronbach Alpha Test Results 

Construct Cronbach’s Alpha No. Of Items  
Relative Advantage 0.71 5 
Complexity 0.73 5 
Compatibility 0.7 4 
Trialability 0.76 4 
Observability 0.76 5 

The table below shows the result of multiple regression analysis using relative advantage, 
complexity, compatibility, trialability and observability as independent variables and 
adoption of m-banking as dependent variable. 

 

 

 

Table 3 shows an R2 of 0.63 showing that 63% of the dependent variable is determined by the 
independent variables. 

 Table 3: Model Summary 

 

 
 
Predictors: (Constant), Relative Advantage, Complexity, Compatibility, 
Trialability, Observability. Dependent Variable: Intention to Adopt M-banking 
 

The table below shows that all construct significantly determine the rate of adoption of 
mobile banking with p < 0.05. This means that for mobile banking to be more popular, 
attention must be paid to strengthening its relative advantage over other banking methods. 
Also, mobile banking should be made more user friendly and mobile banking services more 
reliable to enhance its adoption rate. Also, users should be given opportunities for trials to 
encourage usage.  

 

 

 

 

 

Model R 
R 

Square 

Adjusted 
R 

Square 

Std. Error 
of the 

Estimate 
1 .796(a) .63 .58 .342 
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Table 4: Coefficients (a) 

Model   
Unstandardised 

Coefficients 
Standardised 
Coefficients T Sig. 

    B 
Std. 

Error Beta   
1 (Constant) .251 .139  .671 .04 
 Relative Adv. 2.5 .025 2.2 1.459 .000 
 Complexity 1.5 .029 1.3 3.223 .001 
 Compatibility 1.3 .023 1.02 3.625 .000 
 Trialability  .49 .055 .33 5.326 .04 
 Observability 2.5 .038 2.1 4.312 .01 

a. Dependent Variable: Attitude to mobile banking 
 

The table below thus shows the hypotheses test results  

Table 5: Hypotheses Test Results 

 

 

 

 

 

6. Conclusion and Recommendation 

This study has shown empirically that age, educational qualification, relative advantage, 
complexity, compatibility, observability and trialability are important determinants of the 
adoption of mobile banking. This therefore makes it imperative for relevant stakeholders to 
make efforts to positively influence these independent variables so as to make mobile 
banking more popular. Education and enlightenment campaigns must be stepped up with 
more attention on those possessing WASC/SSCE certificates and below including those 
above forty years old to increase the popularity of m-banking among them. M-banking 
services should be made more accessible and easier to use to improve its popularity.  

 Hypotheses Result 
H1 Relative Advantage does not significantly affect adoption of m- banking Rejected 
H2 Complexity deos not significantly affect adoption of m- banking Rejected 
H3 Compatibility does not significantly affect adoption of m- banking service Rejected 
H4 Observability does not significantly affect adoption of m-banking Rejected 
H5 Trialability does not significantly affect adoption of m-banking Rejected 
H6 Age does not affect the adoption of m-banking Rejected 
H7 Educational Qualifications do not affect adoption of m-banking Rejected 
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