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ABSTRACT

This study examines the impact of automation on the performance of
Deposit Money Banks (DMBs) in Nigeria. Data on automated payment
systems, interconnectivity and automated delivery channels were
collected from five DMBs (120 and 80 bank customers and staff
respectively) selected out of the 25 banks that survived N25b
recapitalization deadline of December 31, 2005. Kendall coefficient of
concordance at 95 percent confidence level indicating an alpha (&) risk
of 0.05 percent was used to determine the degree of agreement. Results
indicate that automated payment systems, interconnectivity and
automated delivery channels could contribute to banks performances.
The Paper recommends that banks should improve on their automated
delivery systems to catch up with changes in technology, educate and
encourage their customersto use these facilities. Again, the government
should enforce the BOFIA (1993) to foster legal environment to govern
E-commerce in general and electronic banking in particular to address
problems of online privacy and security.
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INTRODUCTION
Thebanking industry of the 21st century operatesin acomplex and competitive
environment characterized by ever-changing economic and financia environment
withinformation and communication technology (ICT) at the center of thischange.
Only banksthat overhaul thewhole of their payment and delivery systems, and
aoply ICT tother operationsarelikely to surviveand prosper inthenew millennium
(Agboola, 2006 and Woherem, 2000). Automationisaby-product of theinnovation
andthe bankingindustry isexpectedtolink withthe development in ICT tosurvive.
However, thequest for surviva, global relevance, maintenance of existing market
shareand sustainable growth seemsto have made expl ditation of the advantages of
ICT devices. The use of automated devicesisasin-qua-non to ahealthy banking
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industry. Littlewonder in recent times, theincreasing adoption of ICT inbankingis
gradudly turning banksinto virtua organizationswith network of speciaistissharing
information and customersdistributed globally. The advantages of information
technol ogy such ase ectronic banking, € ectronic commerce, electronic mail and
internet are built on the telecommuni cation technol ogy. Telecommunicationisan
integral part of financial services, commoditiesmarket, media, transportation and
travel/tourismindustry, and providesvital linksamong manufacturers, wholesaers
andretailers (Akinboyo, 2008).

In Nigeria, theadoption of automation by Deposit Money Banks (DMBS)
might have played significant rolesin thetransformation of their operationsand
improved intermediation. However, there seems to be some differences in
performanceamong Nigerian DM Bsevenwhenthey haved| mest withtherequired
minimum capital base. These differencesin performance of the DMBscould be
tied to diverse reasons. In this regard, Oyewo (2001) posits that inadequate
infrastructure, privacy of transactions, systems/servicefailure and insecurity of
depositsamong othersasthemgor problemsassociated withtheuse of theinternet.
Onthewhoale, e-bankingin spiteof itsshort comingshasgresat potentia sto contribute
specifically to banks performance thereby enhancing economic growth.

The use of ICT is not without problems especially in the third world
economiesincluding Nigeria These numerousdifficulties have prompted diverse
studieson theresponse of Nigerian banksto ICT adoption. Thusthereisneedto
sudy theoverdl impact of automation on performanceof banksgiventheincreasing
hugeinvestment in ICT by banks. Like Agbaola (2008) aptly notes, despitethe
widespread acceptance of e-bankingin Nigeria, there are numerous challenges
that restrain consumersfrom maximum utilization and thus satisfaction. Ovia(2005)
attributesthe chalengesto the country’ stechnol ogica infrastructureand indtitutional
capacity. These are chalengesencountered in their adoption ranging from human
impairment, operational faultstotechnical hitches.

Banksarenot strictly about money; they areabout information processing
and control centersthat adjust, coordinate and channel the shifting of claimson
society’spool of resources. In order to perform thesefunctions, DMBstherefore
adjust to economic and technol ogical changes. Automation in banking covers
payment cards (Industry credit cards, Check cards, Charge cards, Debit cards,
Cash cards and others), electronic purses (International cards, Smart cards),
electronic fund transfer (Western Union Money Transfer, Moneygram and so on),
Automated Teller machines (ATMs), home banking service through personal
computer viainternet and tel ephone and more. Electronic networking of branches
through the use of Very Small Aperture Terminal (V SAT) hasfurther enhanced
efficiency of DM Bsas customers can now obtain amyriad of servicesfrom any
branch of their bank without physically visiting the branch wheretheir accountsare
domiciled. Also, eectronic paymentswith E-cash arefurther innovationin banking
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automation. E-cash providers accommodate a range of convenient electronic
payment mechanismsthereby making it easy for al progpective buyersto purchase
goodsor serviceson theinternet. Theinter-exchange ability of E-cash currencies
andthefadilitation of offlineverification of € ectronic currency isyet another innovetion
by banksand their technological partners. From theforegoing, automationin banks
could|ead to accd erated processing and transmission of information, easy marketing
of banking products, enhanced customer’ saccessand awareness, wider networking,
regional and global link onavery high scale. These devel opmentshave changed the
product range, product devel opment, service channel, banking servicesand its
packaging with significant efficiency. Thus, financia serviceshavebecomevirtudly
dependent on ICT devel opment (Sagbara, 2005).

AccordingtoWeler (1998), al these changes strengthen banksby making
them faster, smarter, broader and global. Thisisintandemwith Laudan D. and
Laudan J. (1991) who contend that managers cannot ignoreinformation systems
becausethey play acrucid rolein contemporary organization. Adetayo, Sanni and
llori (1999) and Boyett (1995) also maintain that in order to succeed or even
survivein present dynamic businessworld, companiesmust takenot only traditiona
actions such aslowering of costs, but must also keep pace with every changing
capabilitiesof ICT. Harold and Jeff (1995) in Agboola(2001) and Woherem (2000)
aptly notethat only banksthat overhaul their payment systemsand operationsby
applying ICT devicesarelikdy to surviveand prosper inthe new millennium.

Oneimportant implication of the opennessin most economicstoday isthe
issueof growingtrendintheuseof dectronicfundstrander, localy andinternationaly.
Asnoted by Agboola (2006) money is now being transferred at the press of a
button. Inagreement with thisassertion, Ovia(2000) positsthat thenew technologies
have created unparallel ed wired economy and that the transfer of money from
point“A” topoint “B” hasresulted inturning the actual money into bitsand bytes
through satellitetransponders, fiber optic cablesor regular tel ephone. Furthermore,
automation hasreduced theinfluence of cash onfinancid transactions. Thisisinline
withtheview of David (1982) that there has been avery modest move away from
cash. Frazer (1985) in Sagbara (2005) addsthat the advantage of cash diminishes
asthevalueof transactionsincresse.

Agboola(2003) a so noted that thereisapositiveimpact of automation,
(IT) onbanks' revenue. Thiscorroboratesthefindingsof Laudan D. and Laudan J.
(1991) in astudy of the cash flow of 500 companieswhich linked their successto
informeation system. They concludethat information technol ogy directly affectshow
managersdecide, plan and what productsor servicesare produced. Thisisclearly
demonstrated by Nigerian banksin themovefrom traditional passbookssavings
and norma chequeabl eaccountsto automated products. Following the consolidation
programmein the Nigerian banking sector, al thebankshave depl oyed one channel
or the other intheir operationsamongst which isthe Automated Teller Machine
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(ATM). TheATM market haswitnessed rapid growth in number, sizeand array of
functionsin the past five years. Apart from improved note counters depl oyment,
bankshave started depl oying proto-type machines such as Chegque book dispenser,
Chequedeposit machine. Thesefacilitieshave significantly improved bank office
Cheque and document processing functions, thus positively impacting on service
delivery to customers. Although banking automation has changed the Nigerian
banking landscape, yet it doesnot mean that itiswithout constraints.
Accordingly, some of the basic constraints associated with banking
automationinNigeriaincludelack of basicinfrastructure, computer ownership and
acquigition, low ICT literacy level, lack of evidentia proof of E-banking transactions
and high cost of acquiring technology. It isobvioustherefore that the Nigerian
society still lackswell spelt out ICT policies, lawsand E-commerceregulations
whichareapplicableto globa banking. Inour view, these condituteagreet chalenge
to Nigeria'sbanking industry. More specificaly, it callsfor proactive measuresto
redressthismonster called ** electronic frauds’ in Nigeria s banking sub-sector.
Thisprobably might minimizetheincreasing level of eectronicfraudsin Nigeria
banks. Arising fromtheforegoing, themain objectiveof thisstudy istoempirically
examinetheimpact of automation on Nigeria’'s Deposit Money Banks (DM Bs)
performance. In order to achievethisobjective, thefollowing research questions
arose
0] |sthere any agreement in the perception of respondents on automated
payment systemsand banks performance?
(ii) Is thereany agreement in the perception of respondentsoninterconnectivity
and banks performance?
(iii) | sthere any agreement on the perception of respondents on automated
delivery channesand banks' performance?
To ascertain the degree of agreement among the respondents the following
hypothesesweretested:
Ho,  Thereisno agreement in the perception of respondents on automated
payment systemsand banks' performance.

Ho,  Thereisnoagreementinthe perception of respondentsoninterconnectivity
and banks performance.
Ho; Thereisno agreement onthe perception of respondents on automated

delivery channelsand banks' performance.
METHOD

Thisstudy adoptsasurvey design approach by studying arepresentative sample of
five(5) DMBsandtheresultsgenerdized. Thesefive DMBsareall Stuatedin Port
Harcourt, Rivers State. Both primary and secondary datawere collected for this
sudy. Inorder to determinetheactud effect of automeation on DM Bs, both customers
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and Staff of these banksin Port Harcourt wereinterviewed between 2011 and
2012. Copiesof dructuredinterview questionsweredigtributed to dicitinformation
from therespondentsat thetime of the study (December 2011 — October, 2012).
The population of the study is twenty-five 25 DMBs that survived the N25b
recapitalization deadline of 31% December, 2005. In order to have adetail analysis
the samplesizeisrestricted to five DMBsthat survived the consolidation exercise
intheir own nameand areparticularly very visibledueto very large branch network.

Thefivebanksare First Bank of NigeriaPlc. United Bank for AfricaPlc.,
AccessBank Plc., Eco Bank NigeriaL td and Guaranty Trust Bank Plc. Thesample
iscomposed of two hundred respondents out of which are 120 bank customers
while 80 are bank staff. The datagenerated from the survey (questionnaires),
method was organized and analyzed using Kendall’ s coefficient of concordance
(KCC). The KCC measures the degree of agreement of various respondents
(Banks customersand Staff). Kendall’s coefficient of concordanceisgiven by the
expresson:

_ S

1 2 s _
/12 KZ(N°=N)
Where: W =Kendall’'s coefficient of concordance

S = Z (RJ - RJ ) 2

K= Number of persons Judging the proposed model

N=Number of models(Questions) being Judged

R= The sum of the Ranksfor each model
Thecongruity of scoresamong the banksasperceived by their customersand staff
istested by Chi-Square Statistics. The computed Chi-Squareiscompared withthe
critical valueto ascertain whether thetest isstatistically significant or not and the
degree of dependence or independence of thevariables. Aboveall, automation
whichisthe adoption of ICT in banking operationsis measured by automated
payment systems, interconnectivity and automated delivery channels; and
performance which are the efficient and the effective service delivery. More
specificdly, customers’ satisfactionismeasured by respondent’s perceptionsof the
effectiveness of automated payment systems, interconnectivity and automated
delivering channels. Dataanaysiswas executed based on the responses obtai ned
from thetwo setsof questionnaire administered on tables. Intesting the hypotheses,
responses were ranked and the value of Kendall’s' coefficient of concordance
(W), calculated. In testing the significant of W, the sample distribution (S)

approximatesthe chi-squaredistribution ( y *) with N-1 degreeof freedom since
thesampleislarge. that =K(N-1) W with N-1 degree of freedom (d.f). The
Decison Ruleisthat, accept null hypothesesif Cdislesthan  tableothewise
reject.
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RESULTSAND DISCUSSION

Fromtheresultsof theanalysisassummarized ontable 2, thereisno agreement in
the perception of respondents (Customersand Staff) on automation and banks

performance sincethe cal cul ated val ues of arelessthanthecritical values
whiletesting for the significance of thevaluesof W inall cases. Therefore, al the
null hypothesesare accepted. Theresultsindicatethat thereisno agreement among
respondentsin their perception of automated payment systems, interconnectivity,
automated ddlivery channelsand bank’ s performancewhichiscontrary to general

claimson automation. For instance, Weller (1998), Agboola(2001), Laudan D.
and Laudan J. (1991), Adetayo, Sanni and Ilori (1999), Agboola(2008), Ovia
(2000) and Oyewo (1999) and Harold and Jeff (1995) unanimously agreed that
autometion haveapositiveeffect on banksperformance Thisdeparturefrom generd

claims perhaps might be dueto basic constraints associated with Lack of basic
infrastructure such aspower (electricity), satelliteand wirelesslineamong others;
high cost of computer ownership and acquisition, highilliteracy level and low ICT
education among Nigerians; Insecurity of el ectronic transactionsdueto lack of
legal backing to e-banking and e-commercein genera which hascontributed to the
high electronic fraud in the banking sector, and Technological deficiency which
imposesvery high cost of acquisition and maintenance on the banks.

Table 1: Responsesto Research Questions

Response Items Customers Responses N=120 Staff response N=80
A % D % A % D %
Automation facilitates accurate records

and aid proper forecasting 72 60 48 40 40 50 40 50
Automation enhances improved
revenue and profitability 45 38 75 63 35 44 45 56

Automation induces innovative

products thus ensure market

segmentation and penetration 55 46 65 54 45 56 35 44
Automation hastens funds transfer

and make international

market accessible 55 46 65 54 50 63 30 38
Automation makes communication

easy, enhances turnaround time

thus cost effective 58 48 62 52 50 63 30 38
Automation enhances prompt
and fair attention 65 54 55 46 45 56 35 44

Automation facilitates convenient

business hours and unrestricted

access to customers account 60 50 60 50 50 63 30 38
Automation enhances customers

liquidity and reduces risk associated

with cash movement 65 54 55 46 45 56 35 44
Automation enhances fast and
exceptional service delivery 58 48 60 50 40 50 40 50

Automation reduces cost of

information and enhances separated

interpersonal relationship 55 46 65 54 48 60 32 40
Note: A= Strongly Agree/Agree, D= Disagree/Strongly Disagree

Source: Field survey (2012)
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Airalfe

Table2: Perceptionsof the Respondents Regarding Automated Payment Systems
and DM BsPerformance

Hypotheses  Respondents Agg. Point (Rj) w X2Ca Others
H,1 Staff 841 392.8 0.01 2.4 7.82 N=4,
K=80

Customers 1179 1110.6 0.015 5.4 7.82 N=4,

K=120

H,2 Staff 660 50 0.004 0.64 5.99 N=3,
K=80

Customers 921 14 0.005 0.12 5.99 N=3,

K=120

H,3 Staff 613 392.68 0.031 4.96 5.99 N=3,
K=80

Customers 912 56 0.002 0.48 5.99 N=3,

K=120

Source: Field survey (2012)
CONCLUSION

Thisstudy examinestheimpact of automation on Deposit Money Banks(DMBS)
performancein Nigeria. It also exploresthe extent to which automated payment
systlems, interconnectivity and ddivery channel sinfluencebanks performance. Using
theorder of varioussumsof ranks(Rj) ascriterion for determining whether automated
payment systems, interconnectivity and automated delivery channel shave hel ped
thebanksto perform better in termsof importance based on respondents perception,
it was observed that thereis no agreement among the respondentson the possible
positiveimpactsof thethreevariableson performanceof DMBs. Thisfinding perhaps
might belargely dueto high cost associated with ICT for now inNigeria, inadequate
infrastructure, epileptic power supply systems/servicefailuresand more. Idedlly,
highleve of automationin banksdecreasestheload onthe bank officein accounting
whileinterconnectivity doesallow customersto have easy accessto carry out all
banking transactionsin any branch of their banks.

Arising from theforegoing, the study submitsthat automated payment
systemswill enhance DM Bs performance, ahighlevel of interconnectivity will
enhancethe performance of DMBsin Nigeria. Furthermore, automated delivery
channelswill improvebanks performancein Nigeria Based onthesefindings, the
study recommendsthat DM Bsshould keep improving ontheir automated delivery
systems not minding the high cost in order to catch up with current technological
trend and provide customerswith adequate information on their transactions. To
eradicateincessant servicefailures, banksespecialy theold timebig banks should
collaboratewith relevant technology indtitutionsand install their persona satellitein
Nigeria Again, thegovernment should review the BOFI A (1993) variousamended
to providean enablinglegd environment (legidations) governing e ectroniccommerce
ingenerd andinternet bankingin particular. These stepsamongst other could address
the problemsof system downtimeand onlineinsecurity usudly experiencedin recent
times.
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