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Abstract
The crux of this study is on the adoption of E-payinsystem in Nigeria: Its economic benefits anallehges.
The arrival of the internet has taken electronignpants and transactions to an exponential growtkl.le
Consumers could purchase goods and services freninternet and send unencrypted credit card numbers
across the network, which did not provide much sgcand privacy. But a wide variety of new secastwork
payment schemes have been developed as consuntarsebenore aware of their privacy and security. The
benefits of e-payment are unquantifiable in thatwituld galvanize Nigeria into a cashless societg an
elimination of fear of the unknown. Though e-paytrisrfaced with challenges, like public acceptaypiliack of
uniform platform being, operated by the banks, latladequate infrastructure and issues of secuwity) the
proper use of e-payment system, corruption whigdancer in government arena will be holisticatiiyiressed.
Keywords. Electronic payment, e-commerce, e-banking, digitahey and infrastructure

Introduction

The payment system is an operational network gmeeby laws, rules and standards that links bank
accounts and provides the functionality of monetarghange using bank deposits (Summers, 2012). The
payment system is the infrastructure consistingnsfitutions, instruments, rules, procedures, siatsl and
technical means established to effect the transfemonetary value between parties discharging nhutua
obligations. Its technical efficiency determineg téfficiency with which transaction money is usedthe
economy and risk associated with its use (Biago &8imo, 2001).

What makes it a “system” is that it employs casibstitutes with the use of electronic money aneoth
ICT related equipment in its operations. Traditiopayment systems are negotiable instruments ssialradt-
cheques and documentary credits such as letterasfits. With the advent of computers and electronic
communications a large number of alternative edeitr payment systems have emerged. These includié de
cards, credit cards, electronic funds transfersgctlicredits, direct debits, internet banking arcbmmerce
payment systems. Some payments include credit mexthg, but that is essentially a different aspdct o
payment. Payment systems are used in lieu of tengeash in domestic and international transactiomd
consist of a major service provided by banks ahérdinancial institutions.

Payment systems may be physical or electronic each has its own procedures and protocols.
Standardization has allowed some of these systathaetworks to grow at global scale, but therestitemany
countries and product- specific systems. Exampilgsmpment systems that have become globally availaie
credit card and automated teller machine netwdsk&cific forms of payment systems are also usesktie
financial transactions for products in the equitarkets, bond markets, currency markets, futuresketsyr
derivatives, option markets and to transfer funtiveen financial institutions both domestically ygiclearing
and Real Time Gross Settlement (RTGS) Systemsraechationally using the SWIFT network.

Electronic Payment Systems (EPS) apart from tbenvenience and safety also have a significant
number of economic benefits which include mobilissavings and ensuring most of the cash availabtbe
country are with banks. This will make funds aualéa to borrowers both businesses and individuals.
Furthermore, an electronic payment system hasltitieydo track individual spending; to facilitatbe design of
products by the banks. This information is alsdfuig® the government when making decisions. ERS hhve
the ability to reduce cash handling and printingtsoAccording to Moody’s Analytics (2010) real lgdd GDP
grew an extra 0.2% a year on average beyond whedutd have without card usage. Simply put cardyasa
increases a country’s GDP by 0.2% annually.

Moving from a society where 90% of cash is helésiole of the banks to a cashless society is a big
change. It is therefore an enormous challengehergovernment, financial institutions, individualsd other
stakeholders responsible for making this systeneaelits economic benefits. There are likely tooperational,
financial, economic and marketing changes that nedd managed properly (Delali, 2010).

Since the overcoming of barter in the history @nkind, trade usually involve the exchange of goods
and services and an equivalent abstract value asiahoney. Asaolu, Ayoola & Akinkoye (2011) noteatth
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since money was invented as an abstract way oésepting value, system for making payments hava ree
place. In the course of time, new and increasirggtract representations of value were introduded.
corresponding progression of value transfer systestasting from barter, through bank notes, paynweders,
cheques and credit cards has finally culminatedl@ttronic payment system. As the transition tatedmic
payment systems take place, the stock of currenly dutside the banking system which constitutestential
source of unproductive economic resources bechaseare not available for credit expansion is irdégd into
it thereby expanding the deposit base of the megstem.

Nigeria payment system has been predominantly-baskd for both positive and negative reasons
positive because of its instant convertibility tther forms of value without intermediation of aripaincial
institution and negative because of its anonymityl aintraceability in unethical electronic paymerasw
introduced because government was inundated wilgadlons of corruption in the Federal Civil Seriid@he
Federal Government through its treasury circulderemce NO TRY/A8 & B8/2008 of 22 October 2008
directed that payments from all funds from it bedma&lectronically as from®1January, 2009. The policy has
been condemned by all and sundry for lack of plagninefficiencies and delay in the payment for dmand
services (Asaolu, Ayoola & Akinkoye, 2011; Oged&bBabatunde, 2012).

Conceptual Framework

Delali (2010) in Vassiliou (2004) defined electimpayment as a form of financial exchange tha¢$ak
place between the buyer and seller facilitated lbgms of electronic communication. According to C¢ti04),
the value of electronic payment goes way beyondrtiraediate convenience and safety of cards to atgre
sphere of contributing to overall economic develepin

The term electronic payment can be referred ndyrawe-commerce- a payment for buying and selling
goods and services offered through the internelbroadly to any type of electronic funds transtdagsimo &
Garcia 2008).

Ayodele (2007) defined e-payment as electroniestier of cash via online transactions for busirtess-
business (B2B), business-to-consumer (B2C), petsqerson (P2P), and most recently administratisn-t
consumer (A2C) purposes. A2C payment addressqmthraent of taxes toward the government.

Humphrey, Kim & Vale (2001) defined e-payment astt and associated transactions implemented
using electronic means. Typically, this involves tlise of computer networks such as the internetdagithl
stored value system. This system allows bills tqdigl directly from bank, and without the use oftiwg and
mailing cheques.

Guttman (2003) defined e-payment as credit catdildeor some other electronic means, as oppased t
payment by cheque and cash. It is also definedps/er’s transfer of monetary claim on a party ptaigle to
the beneficiary (Worku 2010).

Electronic payment can also be defined as conagrsafe and secure methods for payment of bills an
other transactions by electronic means such as talsphone, the internet, EFT and etc. Electrgaigment
gives consumers an alternative to paying bills @eloks by cash, cheque, money order etc. Its majopa is to
reduce cash and cheque transactions.

In the Nigeria context, e-payment is effecting papts from one end to another and through the
medium of the computer without manual interventi@yond inputting the payment data, it is the apilit pay
the suppliers, vendors and staff salaries eleatadigiat the touch of a computer button (Agba, 2010

Types of E-payment
In Nigeria context, there are two types of e-paytmamely;

i. End to End processing: Here, all the processes from approvals to theipead value by the
beneficiary are done electronically.

ii. Manual e-payment or use of Mandate: It is the mixture of manual and electronic procetere the
available infrastructures cannot support the Enfirtd processing.

However, there are many forms of e-payments thedade cards, internet mobile payments,

financial services kiosks, biometric payments, tetaic payment networks (Osibote, 2010; Asaolu,
Ayoola & Akinkoye, 2011).

Economic Benefits of Electronic Payment System in Nigeria
Delali (2010) in Fiallos & Wu (2005) noted thatethrrival of the internet has taken electronic papts
and transactions to an exponential growth levehsdmers could purchase goods from the internetsand
unencrypted credit card numbers across the netwdnlch did not provide much security and privacyit B
wide variety of new secure network payments schemes been developed as consumers became more aware
of their privacy and security.
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Digital money has significant benefits for finaalcinstitutions, banks and merchants (Fiallos & Wu,
2005). Digital Money is an electronic payment teabgy, which can provide anonymous flexible eleoico
payment, like paper cash, but with added secuatuirements needed for internet transactions. talaed
work by Lee, Choi & Rhee (2003), a secure electr@aish system can guarantee anonymity of legitimsees
but also provides traceability about illegally isducash or laundered money. If illegal activity théde place, it
can cancel anonymity of the digital cash in oradeptotect the bank. Lee, Oh & Lee, (2004) added shece
digital money can trace double spending, and dosidading protects content by exposing the doyldeder’'s
identity, digital cash is a fool proof way of guarg against illegal redistribution of intellectuatoperty and
materials. Digital money can also be used to diéegyal content copying and distribution by inseditracing
content factors into the digital cash payment sehéat prevents users from individual replicatiantivéty,
(Lee, Oh & Lee, 2004). By using this function, leganonymous purchasers can spread contents to dlyeng
anonymous users while abiding by copyright lawsnggligital money in industries like digital ent@nment
can increase the demand for products through eastksafer dissemination channels. Digital moneytcace
who is illegally reproducing and distributing comyrted intellectual material, therefore increassmgurity for
authors and at the same time deferring lost revandesales for digital media entertainment commatiiee, Oh
& Lee, 2004).

Digital Media entertainment, as well as propertgviders and distributors, can also implement this
technology and its safety features in order to engreater copyright compliance between consuntéafids &
Wu, 2005). By adopting such a method of payment disttibution, software and intellectual propertyapy
can be halted and eventually eliminated. Digitalney can provide financial institutions with decaiired
structures, faster transaction and decision mabingesses, and more cost effective ways of doisinbas.

Electronic payments as argued by (Taddesse & K{#ib) have a significant number of economic
benefits apart from their convenience and safetyes€ benefits when maximized can go a long way in
contributing immensely to economic development n&ton.

Automated electronic payments helps deepen bapksits thereby increasing funds available for
commercial loans- a driver of all of overall economactivity. According to Taddesse & Kidan (2008jficient,
safe and convenient electronic payments carry sighificant range of macro- economic benefits. “Timpact
of introducing electronic payments is akin to usihg gears on a bicycle. Add an efficient electqrayments
system to an economy, and you kick it into a higipear. Add better controlled consumer and businessdit,
and you notch up economic velocity even furthedddiesse & Kidan 2005).

While the high level of cash transactions creame®pportunity for the electronic payment indusity,
also imposes a cost on local economics. Cash hhe tinted, securely transported, counted and oieoh
kept secure and maintained for re-use time and digaén. The per-payment cost is high, and will gsveemain
high whereas the costs of electronic system ardfiXOnce the infrastructure has been built, thescper-
transactions is very low.

When cardholders use their cards at the poinate ey are helping to keep money in the banking
system. EPS can help displace shadow economiesy bidden transactions into the banking system and
increase transparency, confidence and participatidhe financial system. Taddesse & Kidan (200&esved
that there is a correlation between increase intpafi sales volumes and rise in demand depositatdated
electronic payments act as a gateway into the bgnkector and as a powerful engine for growth. Such
payments draw cash out of circulation and intolthek accounts, providing low cost funds that camuded to
support bank lending for investment- a driver ofex@ll economic activity. The process creates greate
transparency and accountability, leading to gresfferiency and better economic performance.

Electronic payment is very convenient for the eoner. In most cases, you only need to enter your
account information- such as your credit card nunaipel shipping address- once. The informationes tstored
in a database on the retailer's web server. Whan game back to the website, you just log in withuryo
username and password. “Completing a transacti@s simple as clicking your mouse: All you havedtois
confirm your purchase and you are done.” Worku (@0dmphasized the fact that electronic payment tswe
costs for businesses. The more payments that eegsed electronically, the less money is spentapempand
postage. Offering electronic payment can also befinesses improve customer retention. “A custamerore
likely to return to the e-commerce site where hiker information has already been entered anédtor

According to Taddesse & Kidan (2005), electroragments can thus lower transaction costs stimulate
higher consumption and GDP, increase governmeiiti&ity boost financial intermediation and improve
financial transparency”. They further added thabV&rnments play a critically important role in dieg an
environment in which these benefits can be achi@wedway consistent with their own economic depaient
plans”.

The introduction and use of electronic paymentrimsents holds the promise of broad benefit to both
business and consumers in the form of reducedtegreanvenience and more secure reliable meanayoh@nt
and settlement for a potentially vast range of goadd services offered worldwide over the inteorebther
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electronic networks. One such benefit is that ebsit payments enable bank customers to handle dady
financial transactions without having to visit thiical bank branch. Electronic payments produotdd save
merchants time and expense in handling cash (AppiaAgyemang, 2007).

The resource cost of a nation’s payment systenacaaunt for 13% of its GDP. Since most electronic
payments cost only about one-third to one-half ashhas paper-based non-cash payment, it is obttatthe
social cost of a payment system could be consitieraduced if it is automated (Appiah & Agyeman§02).
Automating and streamlining electronic payments ensxdm self-serve channels such as ATMs, brandeoff
terminals and point-of-sale (POS) systems can egaper-based errors and costs.

A research work carried by Visa Canada Associatioeollaboration with Global Insight revealed that
electronic payments provide transactional efficierto consumers, merchants, banks and the economy.
Electronic payments have contributed $107billiortite Canadian economy since 1983 and represently,nea
25% of the $C437 billion cumulative growth in thar@dian economy over the same period (Delali, 200@¢r
the same two decades, $C60 billion of the increasegersonal consumption expenditures was directly
attributable to electronic payments, with creditdcholding a commanding share of this growth ($@4sllion)
over debt cards ($C10.4 billion) (Delali, 2010).

Nigeria is lagging way behind most of the worldtlire general quest to boost micro economic activity
by reducing the role played by physical cash idyd@ansactions and by encouraging the creationashless
society, this can be averted (Dankwambo, 2009).

However, experts in the financial sector havessid that unless something radically innovative,
functional and savvy is introduced, which accouotsattitudes as well as the huge un-banked populathe
country’'s dream of building a functionally cashlessciety in the shortest possible time could besiedu
(Dankwambo, 2009).

Challenges of Electronic Payments
Electronic payments despites its numerous beraditse with its own challenges even in the developed
world. The problems militating against e-paymentliatked by Ogedebe & Babatunde (2012) in Sumanjeet
(2009) generally revolve around.
- Integrity: to ascertain that transmitted finanémbrmation is unchanged in transit.
- Non-reputation: to ascertain that all parties hawe-deniable proof of receipt.
- Confidentiality: to ascertain that transactions gnatected from possible eavesdroppers.
- Reliability: to ascertain that there is reducedsuibty of failure.
- Authorization: to ascertain that individuals areagnized and granted the desired rights and pgiede
The system which is still in its early stage regsia lot of information and education of the public
to enable them appreciate the laudable programrhéogather by government to protect their intereldts
they are properly and adequately educated, thecelsaof total acceptable of the programme can heess
The banks also need to be carried along in the @mehtation process as they play a crucial role.
Furthermore, many see e-payment as an imposition.
Lack of Uniform Platfor m of Banksand MDAs
There is no compelling law mandating the bankssi® eommon software platform. Every bank is
left to use whatever platform that they felt wiknform the e-payment services on behalf of thentdie
There is the problem of switches in effecting tfanfrom one bank to another. Interconnectivity baen a
problem. No uniformity of account numbers sincefettiént banks different numbering systems. Happily
enough, the Federal Government according to Dankwaf®009) through the Office of Accountant
General of the Federation will be rolling out acsmenon platform configuring soon.
- Lack of Adequate Infrastructure
The e-payment system is being partially implementei is to be fully implemented, a number of IT
infrastructures will have to be put in place. Thésdude but not limited to laptop, desktop, scasngood
internet connectivity, training and global softwar&he provision of basic Information Technology
infrastructures according to Ovia (2002) is a majuallenge.

- Platform Security

Atanbasi (2010) pointed out that the major chakengf e-payment in the country are security. Securi
in terms of platform, hackers and virus attacksis™ill ensure that output from the system areatdé and
accurate. The MDAs still carry their schedule(sihe banks with compact disks (CDs), flash driveg-onail
attachments.

- Lack of Seriousness by Banks

While a number of banks have deployed the necesséirgstructure in place to ensure effective
implementation, it is sad to note that some ban&stll not fully ready for this new payment regim
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- Resistance to changes in technology among customer s and staff due to:

0] Lack of awareness on the benefits of new techneogi

(i)  Fear of risk

(i)  Lack of trained personnel in key organizations

(iv) Tendency to be content with the existing structuaesl

(v) People are resistant to new payment mechanisms.

(vi) Security. Where disclosed of private informatioouterfeiting and illegal alteration of paymentalat
may be rampant (Daukwambo, 2009).

- High rates of illiteracy: Low literacy rate is a serious impediment for admptof e-payments as it
hinders the accessibility of banking services. €itizens to fully enjoy the benefits of e-paymeritsey
should not only know how to read and write but alegsess basic ICT literacy.

- High cost of internet: The cost of internet access relative to per cajpitame is a critical factor.
Compared to developed countries, there are higbstis ®f entry into the e-payments and e-commerce
market. These include high start-up investmentsscdsgh costs of computers and telecommunication
and licensing requirements.

- Frequent power interruption: Lack of reliable power supply is a key challengedmoothly running e-
payments and e-banking.

According to Microfinance Nigeria (2010), urban dhees are not receptive to the efforts of ICT inegs
to migrate payment system through substantial invests in crucial infrastructure like Point of S§ROS)
terminal in thousands of supermarkets, fuel statibotels, recreational centres and many others.

Evaluation of E-payment in Nigeria
In achieving the mission of introducing e-paymsydtem in Nigeria it is crystal clear that onlyeavfof

the objectives have been achieved. These includaauthers the following:

- Elimination of many risks involved in carrying l&rgums of money such as armed robber, fraud, dnefft
others.

- Atleast government organizations no longer pap ¢ascontractors” and civil servants.

- Elimination of the use of cash to facilitate spe@dyments for all transactions. But to a very laggtent,
the following objectives have not been met.

- Fast tracking the implementation of governmentgiedi through the elimination of delays in governmen
payment system. There are instances of delay impay to contractors who are not ready to play bale.
There has been a complaint from some contractangling projects in the rural areas over difficultie
associated with the e-payment model.

- Minimize interaction of government, officials anentractors to eliminate opportunity for corruptive
tendencies. It will be difficult to eliminate thés interaction at which every level will continugrhally or
informally if Nigerians are to be honest with theives. In which ever case, there is need to ask the
question. Who are the contractors? Is the due psoskBgovernment working or not? Who are the dfii
subverting this and other laudable programme ofgawent? Can corruption really be stamped out @f th
system?

- Achievement of economy and efficiency in governmi@méncial transactions. For as long as corruption
remains within the polity, there can be no efficigin the system. The EFCC and the judiciary wélvé to
find a common ground to tackle this cankerworm tie defiled all solution. China’s example couldthmee
best solution but for tribal and religions sentitnamong some Nigerians.

- Enhancement of real time reporting and improve iuaf financial reporting system in the public tmcit
has been observed that since the implementatitimegiolicy, there have been late returns or nooespin
respect of unapplied funds. The existing systermegaguarantee real-time reporting of finances. ésult
there can be no good financial reporting (Ogedeliza&atunde, 2012).

Conclusion

Technology has unarguably made our lives eadiéiad cut across distance, space and even time. One
of the technological innovations in banking, finanand commerce is the electronic payments. Electron
payments provides greater freedom to individuglaging their taxes, licences, fees, bills, fined parchase at
unconventional locations and at whichever timehsf tay. The success of e-commerce payment sysgems i
largely depended on consumer preferences, easgepftast, industry, agreement, authorization, #gcuron-
reputability and acceptability.
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Despite the numerous benefits that electronic geymbring to the nation, banks and individuals, it
also has its challenges. The challenges as distiusskee study can be categorized into four magugs that is,
security, infrastructures, legal and regulatoryéssas well as socio-cultural issues (Ayo, 2011al)€010).

Recommendations

1. There is the need to create more awareness t@ehéainbanked people into the banking system.

2. The banks must perform more education and adveréiseon electronic payments so that the Nigerian
population will appreciate and use electronic paslavailable. The use of cash comes with its own
disadvantages and problems that electronic paymantliminate. Cash and cheques must go through
several processes which increases their risk ohgbdbst or stolen. Such processes include
transportation and counting. Most Nigerians areawéare of the benefits of e-payments are therefore
slow to adopt it. The banks must also be educatepgramote e-payments; training programme for
senior management of the banks will assist in aoiigethis.

3. The government of Nigeria should provide the mueleded leadership and support for electronic
payments.

4, Applicable regulations including those for elecimapproval processes, consumer protection and e-
transactions should be developed and standardizadeaed.

5. Government and private organizations should sydfeally expand the necessary infrastructure by

promoting the development of necessary technolpg@suiting experts and expanding high speed
information network as this will foster a strongifalation for e-payment.

6. In order to be appreciative of the benefits emagatiom the use of the new payment regime (EPS)
there should be steady power supply in the country.
7. Security to CDs/flash drive-measures should benta@eensure that storage media be jealously guarded

and delivered as intended.
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