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ABSTRACT

The study examined the extent of availability of point of sale (POS) terminals; assessed the
motivational factors influencing consumers’ use of POS terminals; determined the level of
consumers’ satisfactions with POS terminals; and evaluated the challenges to the efficient use of
POS terminals. This was with a view to providing information on factors determining
consumers’ adoption of POS terminals in Nigeria, and guiding managers of financial institutions,
policy makers and government to design, formulate and implement proactive strategic marketing
techniques and policies aimed at ensuring consumers’ acceptance and use of this innovative

technology.

The study utilized primary data, sourced through administration of structured questionnaire to
650 randomly sampled respondents. Data were collected on respondents’ extent of availability,
motivational factors, level of consumer’s satisfaction and challenges to the efficient use of point
of sale terminals. The data generated were analysed using descriptive and inferential statistics

such as frequency counts and probit model.

The findings of the study indicated that POS terminals were not readily available to the
consumers as majority (51.6%) of those who adopted the technology did not find it in all
merchants stores patronized for transaction. Factors such as nativity (p = 4.29), security p=
-4.13), convenience (p = 5.28) and time saving (p = 2.63) were the significant factors influencing
the adoption of POS at 5% level. Further, the results revealed that consumers were generally
satisfied with the usage of POS terminals on the dimension of convenience (87.2%); service
quality (83%); value provided (76%) and technological selection (85%), unavailability of the

technology at all merchant stores (67%), infrastructural problems such as network failure (87%),
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frequent power outage (94%), limited number of POS per merchant store where available (79%)

as well as privacy of data and security of communication over the network (67%).

The study concluded that POS adoption is influenced by nativity, security, ease of use,
availability of the technology as well as convenience of use. The adoption is found to be
concentrated among the young and male genders. Also, lack of awareness is found among
merchants who are supposed to be operators of the technology as well as supposed consumers of
the POS service. High level of perceived insecurity, poor infrastructural facilities such as

unstable power supply hinders efficient use of the innovative technology.
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CHAPTER ONE

INTRODUCTION

1.1 Background to the Study

In a contemporary market economy, payments system is an important anchor for economic and
social development. This is because an efficient payments system enhances the operation of a
market economy and assists in the maintenance of monetary and financial stability by providing
ease of trade, convenience and general economic well-being through the transmission of money
between parties. Historically, the payments system was based on barter system. This stage was
later succeeded by commodity money where payment instruments such as cowries, salt, brass
and copper bracelets were used. The various set-backs of commodity money led to its
replacement with the British silver coins and notes. Today, the use of currency, which is the
legal tender, is at the core of the Nigerian payments system as the preponderance of transactions
are undertaken with cash in the economy. Cash is the most popular form of payment for

consumer, however it is the most costly and least profitable payment instrument.

In view of the various problems associated with cash as a payment instrument, most advanced
countries of the world, such as United Kingdom, United States of America, France, Germany,
Japan, etc have considerably reduced cash transaction and opted for electronic payment. Despite
this mass movement away from cash transactions world over, Nigeria still largely operate a cash

based economy with over 90% of funds.
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Nigeria is largely a cash based economy with over 90% of funds circulating outside the banking
sector (Ojo, 2004, Ovia, 2003). According to Central Bank of Nigeria (CBN, 2011), the cost of
cash management in 2009 was N114.6bn and grew to ¥135bn and N166bn in 2010 and 2011
respectively. The apex institution projected that the cost of managing cash will hit 3192 billion
by 2012. These costs arise from frequent printing of currency notes, currency sorting, cash
movement, keeping large amount of cash, security cost of checking high incidences of robbery
and burglaries to mention a few. It is risky and cumbersome to rely mainly on this age long
mode of transacting business. According to Iroh (2011) one only need to understand the
psychology of money to know that a greater percentage of problems within the economies of
most developing countries is attributable to the cash carrying nature of their economy. This cash
carrying character of the economy is also responsible for large pool of money in the hands of the
unbanked Nigerian. Money outside the banks cannot be subjected to regulatory and operational
procedures, and the ability of monetary policy to achieve set objectives in the presence of
sizeable Currency Out of Bank (COB) is therefore limited. Also, data from liquidity office of
CBN showed that, the value of currency in circulation (CIC) as at December, 2009 amounted to
N1.184 trillion (an increase of 20.36%) over the level at the end of 2008. As at December, 2010,
the total CIC value stood at N1.378 trillion representing an increase of 16 per cent. In order to
reduce the volume of cash in circulation and reduce the risk of going about with cash, the CBN
introduced electronic payment system such as payment cards (smart card) and paper- based

instrument to the country in 1993.
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In an attempt to promote the use of cards for making secured payments in Nigeria, the CBN
issued the guidelines on e-banking in 2003. This has encouraged e-payment initiatives such as
the establishment of switching companies that facilitate interconnectivity, introduction of
payment instruments such as Automated Teller Machine (ATM), web transaction, e- money
products such as credit and debit cards and point of sales (POS) which gave rise to significant

growth in the use of electronic payment systems (Salimon, 2006).

Generally, electronic payment system (e-Payment) refers to an electronic means of making
payments for goods and services procured online or in supermarkets and shopping malls. It
enables websites and shopping malls to securely process transactions in real time. It operates on
a smartcard that stores information on microchips. The microchip contains a purse in which
monetary value is held electronically. The electronic payment system takes two general forms.
The first is electronic financial payment system, where payment is through some specified
protocols, while the second is smartcard payment system, where the information on the silicon is
used to effect payment for services (Ayo, 2009, Sumanjeet, 2009). This payment system
provides a better audit trail than transactions that involve physical cash and thus reduce the
amount of currency in circulation. The CBN strategic plan on payment system is to ensure that a
larger proportion of currency in circulation is captured within the banking system, thereby
enhancing the efficacy of monetary policy operations and economic stabilization measures.
Table 1 shows the distribution of the amount of currency in circulation from 2004 to 2010 in

Nigeria.
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