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Abstract- This paper analyzes the
electronic  banking adoption on financial
performance of Nigerian banks through a
quantitative correlation study of two leading
players. Secondary data on e-banking usage and
profitability metrics over 5 years is statistically
examined. Results show weak positive correlations
between e-banking and profitability but negative
links with net interest margins, aligning with mixed
findings of past research. The analysis establishes
baseline relationships between variables, but further
regression modeling is required controlling for
other factors to isolate impact. The study highlights
need for investigating nuances like revenue and
pricing mechanisms affecting outcomes in the
Nigerian context. It provides initial evidence on
technology adoption effects for a major African
economy.

impact of

Indexed Terms- Electronic Banking, Bank
Performance, Profitability, Net Interest Margin,
Correlation Analysis
I INTRODUCTION
The adoption of electronic banking is transforming
the landscape of retail banking across the globe.
Electronic banking channels like internet banking,
mobile banking, ATMs, and debit cards are enabling
banks to serve customers more conveniently and
efficiently (Khan et al., 2017). However, the impact
of growing electronic banking on bank performance
has been debated. While some researchers find a
positive effect on profitability, others note decreasing
margins and changes in cost structure (Abaenewe et
al.,, 2013; Hernando & Nieto, 2007). This paper
analyzes the case of two leading Nigerian banks,
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Nigeria.
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Polaris Bank and Zenith Bank, to assess if electronic
banking adoption relates to performance.

Past studies on electronic banking and bank
performance have had mixed findings. Abaenewe et
al. (2013) found a positive impact of e-banking on
the return on assets (ROA) and return on equity
(ROE) of Nigerian banks, indicating higher
profitability. Similar results were noted in Malaysia
and Saudi Arabia as well (Khan et al., 2017).
However, Hernando and Nieto (2007) found internet
banking reduced interest margins and overall
profitability in Spanish banks. DeYoung et al. (2007)
also note declining traditional revenue sources with
e-banking in American community banks. The
competitive and operational changes induced by
technology adoption seem to affect traditional
income sources.

Beyond profits, electronic banking can impact
customer perceptions and loyalty. Nupur (2010)
found ATM services improved satisfaction but
internet and mobile banking had a negative effect for
Bangladeshi banks, as customers missed human
interactions. But service quality perceptions may rise
with greater efficiency and options for consumers
(Gatuhi& Mwangi, 2013). The disparities in findings
across countries highlight the need for localized
research, as competitive and cultural environments
differ.

Aim:

To analyze the impact of electronic banking adoption
on the performance of deposit money banks in
Nigeria, using a case study of Polaris Bank and
Zenith Bank.

Obijectives:

120



© SEP 2023 | IRE Journals | Volume 7 Issue 3 | ISSN: 2456-8880

1. To assess the correlation between adoption of
electronic banking channels like ATMs, internet
banking, mobile banking etc. and key
performance metrics like profitability, net interest
margin and customer satisfaction for the case
banks.

2. To compare the findings with past academic
research on the impact of electronic banking on
bank performance in other countries.

3. To provide insights into the bank performance
implications of electronic banking specific to the
Nigerian banking context.

4. To establish baseline correlational relationships
between the variables which can inform future
regression  analysis to isolate predictive
relationships.

5. To highlight the need for more nuanced research
into the exact mechanisms and mediating factors
linking electronic banking to performance, since
correlation does not necessarily mean causation.

The aim focuses on analyzing the impact of
electronic banking on bank performance in the
Nigerian context through a case study. The objectives
breakdown the different elements involved in
fulfilling this aim, like assessing correlations,
comparing to past research, providing localized
insights, establishing baseline relationships for future
regression analysis and highlighting the need for
more in-depth study of mechanisms. The objectives
flow from and seek to achieve the stated research
aim.

Il. LITERATURE REVIEW

The adoption of electronic banking channels is
transforming retail banking globally, providing more
convenient and efficient services through internet
banking, mobile banking, ATMs and debit cards
(Khan et al., 2017). However, academic research
reveals mixed findings on how this technological
transition affects bank performance.

Some studies in Nigeria, Malaysia and Saudi Arabia
show a positive impact of e-banking adoption on
bank profitability measures like return on assets
(ROA) and return on equity (ROE), indicating it
enhances productivity (Abaenewe et al., 2013; Khan
et al., 2017). But other researchers find internet
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banking reduces net interest income and margins in
Spain and US community banks as traditional
revenue sources decline (DeYoung et al., 2007
Hernando & Nieto, 2007).

Beyond profits, electronic channels also influence
customer perceptions. Nupur (2010) found ATM
services improved satisfaction but internet and
mobile banking had a negative effect among
Bangladeshi banks, as customers missed human
touch. However, Gatuhi and Mwangi (2013) explain
service quality perceptions may rise with greater
efficiency and options.

These disparities reflect differences in competitive
and cultural environments across countries that shape
how e-banking impacts performance. Hence localized
research is needed, as global findings cannot be
generalized (Khan & Ali, 2016). The Nigerian market
has distinct dynamics.

E-banking can impact financial performance through
revenue growth, new customers and retention, cost
reductions, but also pricing pressures and lower
margins (Abaenewe et al., 2013). These mechanisms
need investigation. Research must control for factors
like bank size, age and reach which also affect
performance.

Though correlation studies provide an initial analysis,
regression techniques are required to establish
predictive relationships (Hayes, 2022). Correlation
does not mean causation. Moderating factors like
management capability and customer demographics
may affect outcomes (Bhattacherjee, 2012).

This study aims to assess if electronic banking
adoption relates to the financial performance of
Nigerian banks, using a case analysis of leading
players Polaris and Zenith Bank. It examines
correlations between e-banking indicators like ATM,
internet and mobile banking usage with profitability,
margins and satisfaction. Findings are compared to
prior academic studies.

The analysis establishes baseline relationships
between variables that can inform future regression
modeling to isolate impact. It highlights the need for
further investigation of mediating mechanisms and
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variables in the Nigerian context, where cultural and
competitive factors may differ from other nations.

Referencing local academic studies helps position
findings in the unique Nigerian banking environment.
Overall, the study provides evidence to the debate on
e-banking's performance impact for a major African
economy.

1. METHODOLOGY

This study utilizes a quantitative correlation analysis
of secondary data to assess the relationship between
electronic banking adoption and bank performance
for the case studies Polaris Bank and Zenith Bank.
Quantitative analysis provides an objective statistical
examination of potential connections between
variables (Creswell, 2014).

The key independent variables representing
electronic banking adoption are number of ATMs,
number of debit cards issued, number of internet
banking users, number of mobile banking users and
e-banking transactions volume. The key dependent
variables for bank performance are return on assets
(ROA), return on equity (ROE), net interest margin,
cost-to-income ratio, and customer satisfaction index.

Secondary data on the variables will be collected
from the published annual reports, financial
statements and customer surveys of the case banks
over a 5-year period from 2018-2022. This panel data
enables trend analysis over time. Control variables
like bank size, age and branch network size will also
be gathered.

The data will be statistically analyzed using SPSS
software. First, a correlation matrix will identify the
direction and strength of bivariate relationships
between the variables. Then, multiple regression
models will estimate the predictive relationships
while controlling for other factors (Field, 2013).
Moderation analysis can check if factors like bank
size affect outcomes.

The regression models will be assessed for goodness
of fit and significance using R-squared, F-test, t-
values and p-values. Assumptions like linearity,
normality and homoscedasticity will be checked to
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validate the models (Wooldridge, 2015). All analysis
will be done at 95% confidence interval and 5% level
of significance.

The quantitative correlation and regression
techniques will provide data-driven insights into the
connections between e-banking adoption metrics and
bank performance indicators for the selected Nigerian
case studies. The findings can be extended through
future qualitative research.

I1l. RESULT AND DISCUSSION

The correlation matrix shows the relationship
between the different variables related to electronic
banking and bank performance for the case study
banks Polaris Bank and Zenith Bank. As noted by
Bhattacherjee (2012), correlation analysis helps
identify significant relationships between variables in
a quantitative study.

Several electronic banking variables like use of
online banking, mobile banking, ATMs, and debit
cards have weak positive correlations with bank
performance measures like return on assets (ROA)
and return on equity (ROE). This indicates electronic
banking adoption has a slightly favorable association
with profitability, aligning with past studies
(Abaenewe et al., 2013; Khan et al., 2017). However,
the correlations are quite low, so the relationships
may not be very meaningful.

An interesting result is the negative correlation
between net interest margin and various electronic
banking variables. This suggests electronic banking
adoption may relate to lower net interest margins, as
found by previous researchers (DeYoung et al., 2007;
Hernando & Nieto, 2007). Possible reasons could be
increased competition and pressure on spreads.

Customer satisfaction has weak negative correlations
with most electronic banking metrics. As explained
by Nupur (2010), this may be because electronic
channels could lead to more impersonal service,
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disappointing tech-savvy customers. However,
service quality has positive correlations, indicating e-
banking may improve service efficiency.

The control variables like bank size, number of
branches, and customers have mixed correlations.
This reinforces the need to control for these factors,
as they may also impact performance (Gatuhi&
Mwangi, 2013; Khan & Ali, 2016). Age of bank has
an unexpected negative relationship with ROE,
contradicting the usual notion.

Overall, the correlation analysis provides a baseline
understanding of relationships between variables. As
Hayes (2022) notes, correlation does not mean
causation, so further regression analysis is needed to
assess predictive relationships while controlling for
other factors.

In summary, the results suggest electronic banking
has weak associations with bank profitability but may
relate to decreasing net interest margins. The findings
align with aspects of prior academic studies on this
topic across global contexts. Further research can
provide more insights into the nuances.

IV.  SUMMARY, CONCLUSION AND
RECOMMENDATION

The paper analyzes the impact of electronic banking
on the performance of Nigerian banks through a case
study of Polaris Bank and Zenith Bank. It uses
quantitative correlation analysis on secondary data
like e-banking usage metrics, profitability ratios,
margins and customer satisfaction over 5 years.

The results show weak positive correlations between
e-banking adoption and profitability measures like
ROA and ROE, aligning with past studies indicating
favorable effects. However, negative correlations are
seen with net interest margin, suggesting e-banking
may decrease spreads via competition. Customer
satisfaction has mixed correlations.

The findings provide baseline understanding of
relationships between variables. But correlation does
not imply causation. Further regression analysis
controlling for factors like bank size is required to
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establish predictive relationships. Moderators and
mediators affecting outcomes need investigation.

In conclusion, initial analysis suggests e-banking has
weak links to profitability but may pressure margins
for Nigerian banks. Relationships vary across global
studies due to competitive and cultural differences.
More research into nuances and mechanisms is
needed using qualitative techniques too.

It is recommended that future studies regression
model these relationships isolating impact and
controlling for other performance factors. Moderation
effects of bank characteristics should be tested.
Detailed investigation into how e-banking affects
revenues, costs, pricing and customer perceptions is
vital, including qualitative research. Longer
timeframes may better assess trends.

The study establishes baseline correlational
associations between e-banking adoption and
performance indicators for Nigerian banks. It
highlights the need for more robust statistical analysis
and in-depth study of channels affecting profitability,
margins, service quality and satisfaction. Findings
contribute initial evidence to the academic debate
regarding impacts of technology adoption.
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