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ABSTRACT 

This study examined the nexus between digital capabilities and service innovation at Opay, 

Lagos State, Nigeria. The specific objectives were to determine the effect of human capabilities 

on service delivery, the influence of technical capabilities on employee expertise, and the 

relationship between innovation capabilities and the introduction of new services.. A 

descriptive research design was adopted. The target population comprised 363 employees of 

Opay in Lagos State, with a sample size of 190 determined using the Taro Yamane formula. A 

random sampling technique was employed. A structured questionnaire was used to collect 

primary data. Simple linear regression was used to test the three hypotheses at p < 0.05. The 

findings revealed that human capabilities have a significant positive effect on service delivery 

(β = 0.487, p < 0.005, R² = 0.274). Technical capabilities exert a significant positive influence 

on employee expertise (β = 0.516, p < 0.005, R² = 0.299). Innovation capabilities have a 

significant positive relationship with the introduction of new services (β = 0.525, p < 0.005, R² 

= 0.315). All three hypotheses were supported. The study concluded that digital capabilities 
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are not monolithic; human, technical, and innovation capabilities each predict distinct service 

innovation outcomes. Recommendations include implementing quarterly digital skills training, 

upgrading technical infrastructure, establishing an Innovation Lab. 

KEYWORDS: Digital Capabilities, Human Capabilities, Technical Capabilities, Innovation 

Capabilities, Service Innovation. 

INTRODUCTION 

Modern business world has become a place 

of quick technology developments and 

changing customer needs. Customers are 

now seeking quicker, more personalized and 

integrated experiences (Olaleye et al. 2024). 

This transformation is especially notable in 

the financial sector, where digital platforms 

are the preferred medium for customer 

engagement. As a result, companies are 

being relentlessly pressured to embrace new 

technologies and restructure their business 

models based on the digitally enabled service 

models. 

Service innovation is no longer a “nice to 

have” but a strategic imperative in the digital 

transformation that is sweeping the globe. 

Jimenez-Jimenez and Sanz-Valle (2020) 

revealed that human capital and 

technological capabilities have a synergistic 

effect on innovation results. Likewise, the 

digital capacity enhances innovation 

performance via absorptive capacity, 

according to Kastelli et al. (2024). In the 

developing economy environment, 

Okpalaoka et al. (2022) and Olubiyi (2022) 

validated that technological capability has a 

positive effect on the performance of SMEs 

in Nigeria. While there is a recognition of the 

need for service innovation, the service 

outcomes in emerging markets are 

inconsistent in the case of fintech companies. 

The underlying issue is how to achieve 

service innovation in the face of the presence 

of digital tools. Such a gap suggests that there 

is a lack of clear understanding of the specific 

digital competencies needed to support 

service innovation in different aspects. 

Calle et al. (2020) and Opazo-Basáez et al. 

(2022) mention that the empirical studies 

which have been done so far have been 

mostly focused on manufacturing and SME 

settings. Furthermore, findings from the 

literature have been conflicting, whereby 

Salisu and Abu Bakar (2020) showed that 

there were negative relationships between 

relational capability and performance in 

Nigerian SMEs whilst other literature have 

shown positive relationships. More recently 

Heredia et al. (2022) have shown that the link 

between digital and technological 

capabilities and firm performance is indirect. 

It is not known exactly in the specific case of 

Opay how human, technical and innovation 

capacities specifically influence service 
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delivery, employee capabilities and the 

development of new services.  

The literature identifies some gaps which 

justify this study. The previous studies have 

mainly targeted manufacturing or SMEs 

organizations, and few studies have explored 

the fintech industry in emerging markets (Liu 

et al., 2024; Zhang et al., 2025). This research 

breaks down service innovations into three 

different components: service delivery, 

employee expertise, and new service 

offerings, which have not been differentiated 

in previous studies. Furthermore, the 

majority of the studies have applied the cross 

sectional survey method with few case study 

designs (Ochie et al., 2022; Okpalaoka et al., 

2022 & Olubiyi, 2022). No comprehensive 

study has simultaneously tested human, 

technical, and innovation capabilities as 

predictors of service innovation outcomes in 

a Nigerian fintech company. This study 

addresses these gaps at Opay, Lagos State. 

LITERATURE REVIEW 

Conceptual Review 

Digital Capabilities 

Digital capabilities are the sum of the skills, 

knowledge, technological assets and 

innovative capacities that allow an 

organisation to use digital tools as a means to 

gain competitive advantage. They are 

multidimensional: Human capabilities 

(employee skills, employee training, 

employee experience, etc.), Technical 

capabilities (IT infrastructure, software, 

hardware, digital platforms, etc.), and 

Innovation capabilities (ability to produce, 

develop and implement new solutions). 

Digital capabilities are essential resources for 

fintech businesses like Opay, whose 

operations and strategies are built upon. Yet, 

there are threats to the advancement of digital 

skills in Nigerian organisations (Elekwachi 

& Mekuri-Ndimele, 2022). Oke et al. (2025) 

proposed a model for the capability 

assessment of digital technologies 

implementation, Ibeneme et al. (2020) 

highlighted the need to strengthen digital 

technologies implementation capacities. 

Furthermore, Adams et al. (2026) 

emphasized the need for skills development 

in digital. 

Service Innovation 

Service innovation is a general term that 

refers to the development of new or improved 

service ideas, communications, processes, or 

technologies (Ayinaddis, 2023). Service 

Innovation has been associated with 

customer satisfaction and customer loyalty in 

the financial services industry (Soetan et al., 

2021). In Nigeria, research has shown that 

service innovation has a positive effect on 

customer satisfaction in the case of 

customers of microfinance banks (Shodiya et 

al., 2024). Furthermore, the innovation of 

technology is still a key factor in the 

advancement of the banking sector in Nigeria 
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(Ohiani, 2021). In this study, service 

innovation is broken down into three 

measurable components. Service delivery 

encompasses the speed, reliability and 

quality of the service to the customer. 

Employee expertise is the knowledge, 

problem solving and professional 

competence an employee demonstrates 

during interactions with customers. New 

services are associated with how many new 

services or features are launched 

successfully, and how often. Thus, the three 

service innovation variables of this study are 

service delivery, employee knowledge, and 

new services. 

Human Capabilities and Service Delivery 

Human capabilities are the knowledge, skills, 

experience and competencies that employees 

possess (Wang and Li, 2023). For service-

based companies, human skills are key to 

customer interaction, problem-solving and 

adding value to their service. The service 

delivery, as one of the service innovation 

dimensions, relies a lot on employees' 

judgement, adaptability and competence. 

Staff with high human capability are more 

likely to sense service delays, be able to tailor 

service to customer requirements and 

provide high-quality services. Research has 

revealed that human capital has a positive 

effect on service outcomes (Jimenez-Jimenez 

& Sanz-Valle, 2020). However, if human 

capabilities are deficient, service fails to 

supply what customers want and they 

become disappointed. So, it is anticipated 

that investment in human capacities can 

directly improve performance of services. 

H₁: Human capabilities have a 

significant positive effect on service 

delivery at Opay, Lagos State, 

Nigeria. 

Technical Capabilities and Employee 

Expertise 

Technical skills are the collection of 

technological tools, software applications, IT 

systems and digital infrastructure that 

employees have at their disposal. These 

capabilities influence the degree of 

information accessibility, task automation, 

and data-informed decision making by 

employees (Olaleye et al. 2024). Service 

innovation is one of the abilities that can be 

transferred from the employer to the 

employee, but in addition to formal training, 

it also relies on the technological 

atmosphere. Reliable, easy-to-use and 

powerful digital tools allow employees to 

show expertise. Capability of technical 

characteristics decreases the time of 

information search, gives the information of 

customers in real time, serves complex 

problem solving. In the fintech environment, 

employees' skills are enhanced by strong 

technical capabilities, as their role is 

increasingly digital and technical, with 

customers asking technical questions. 
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H₂: Technical capabilities have a 

significant positive influence on 

employee expertise at Opay, Lagos 

State, Nigeria. 

Innovation Capabilities and Introduction 

of New Services 

Innovation capabilities represent the 

organisational processes, routines, and 

cultural orientations that facilitate the 

generation, development, and 

implementation of novel ideas. This includes 

the ability to experiment, tolerate failure, 

allocate resources to research and 

development, and respond to market signals. 

The introduction of new services is a direct 

manifestation of innovation capabilities. 

Firms with strong innovation capabilities are 

more likely to launch new service offerings, 

update existing features, and diversify their 

service portfolios. In the fintech industry, 

where product life cycles are short and 

customer expectations evolve rapidly, the 

continuous introduction of new services is 

critical for survival. Liu et al. (2024) 

demonstrated that digital capabilities 

promote business model innovation through 

dynamic capabilities. Similarly, Zhang et al. 

(2025) showed that knowledge generation 

capabilities mediate the relationship between 

digital entrepreneurship opportunities and 

digital innovation. Thus, innovation 

capabilities are expected to drive the 

frequency and success of new service 

introductions. 

H₃: Innovation capabilities have a 

significant positive relationship with the 

introduction of new services at Opay, 

Lagos State, Nigeria. 

Fig 2.1  

Conceptual Framework  
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Source: Authors’ Conceptualisation (2026) 
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Theoretical Review 

The present research is based on the 

Resource Based View (RBV) of the firm. 

Wernerfelt (1984) argues that competitive 

advantage is realized through the use of 

internal resources that are valuable, rare, 

inimitable and non-substitutable. Lockett et 

al. (2009) also elaborated that human, 

technical and innovation capabilities are such 

strategic resources. The digital capabilities in 

this study refer to the human capabilities 

(employee skills), technical capabilities (IT 

infrastructure), and innovation capabilities 

(idea generation) that are the VRIN resources 

that can support service innovation. These 

capabilities directly relate to service delivery, 

employee expertise, and new service 

introductions at Opay. Therefore, RBV is a 

strong theoretical perspective for analysing 

the digital capabilities-service innovation 

relationship in the Nigerian fintech context. 

Empirical Review and Gaps in Literature 

There are several studies that provide 

evidence of the relationship between digital 

skills and innovation. Wang and Li (2023) 

demonstrate that digital and technological 

capabilities increase digital innovation; 

meanwhile, digital capacity positively affects 

innovation performance, with the mediation 

of absorptive capacity (Kastelli et al., 2024). 

Liu et al. (2024) reveal digital capabilities 

drive business model innovation via dynamic 

capabilities, with learning and knowledge 

capabilities as key mediators (Zhang et al., 

2025; Salisu & Abu Bakar, 2020). 

Technology capability has a positive 

relationship with the SMEs performance in 

Nigeria (Okpalaoka et al., 2022; Olubiyi, 

2022; Salisu & Abu Bakar, 2020; Olaleye et 

al., 2024). There are, however, conflicting 

findings, whereby Salisu and Abu Bakar 

(2020) found that relational capability was 

negatively related to performance, and 

technological capability to learning 

capability which they attributed to the special 

context of SMEs in Nigeria. At the contrary, 

Heredia et al (2022) determine that in low-

HDI economies, the impact of Digital skills 

is indirect, but stronger. As for the 

servitisation, digital capabilities are of great 

importance (Calle et al., 2020) and digital 

service innovation is also complementing 

product/process innovation (Opazo-Basáez 

et al., 2022). Research gaps identified: Most 

research cited in the literature focuses on 

manufacturing and SMEs, rather than on 

fintech in emerging markets; the digital skills 

are correlated with generic performance (not 

specific components of service innovation, 

such as: service delivery, employee 

knowledge, new services). A study has yet to 

test human, technical and innovation 

capabilities in combination as predictors of 

service innovation in a Nigerian fintech. This 

study fills these gaps via a case study at 

Opay, Lagos State. 
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METHODOLOGY 

This study used descriptive research design. 

The population studied includes all the 363 

employees of Opay, Lagos State, Nigeria. A 

sample size of 190 respondents was 

determined using Taro Yamane formula. A 

random sampling technique was used. The 

primary data were gathered by adopting a 

structured questionnaire that included four 

sections: demographic information, 

human/technical capabilities, innovation 

capabilities and service innovation outcomes 

(service delivery, employee expertise, 

introduction of new services). The items 

were measured on a five-point scale of likert. 

The face, content and construct validity were 

achieved by expert review and the use of 

existing measurement scales. The reliability 

test was performed using a sample of 30 

employees in a different fintech company. 

Cronbach's alpha values for the instruments 

ranged from 0.84 to 0.89, which is above the 

threshold of 0.70, thus showing the reliability 

of instruments. Data were analyzed with 

descriptive statistics (frequency, percentage, 

mean and standard deviation) and inferential 

statistics (simple linear regression) with 

SPSS. The significance level was p < 0.05. 

RESULTS AND DISCUSSION 

A total of 190 questionnaires were 

distributed to employees of Opay in Lagos 

State. Out of these, 172 were returned, giving 

a response rate of 90.5%. This response rate 

is adequate for analysis and exceeds the 

acceptable threshold of 60% recommended 

by Mugenda and Mugenda (2012). The 

demographic profile shows that the majority 

of respondents were male (57.0%), aged 26-

35 years (60.5%), held a bachelor's degree or 

HND (68.6%), and had 1-3 years of work 

experience (45.3%). The largest 

departmental representation was from 

Customer Service (30.2%), followed by 

Operations (27.9%).  

Regression Analysis and Hypothesis 

Testing 

Simple linear regression was used to test the 

three hypotheses. The significance level was 

set at p < 0.05. 

Hypothesis One (H₁): Human capabilities 

have a significant positive effect on service 

delivery at Opay, Lagos State, Nigeria. 

 

 

 

 

Table 1  

Regression Results for H₁  
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Parameter Coefficient Std. Error t-value p-value Decision 

Constant 1.284 0.245 5.241 0.000  

Human Capabilities 0.487 0.064 7.609 0.000 Supported 

R = 0.523; R² = 0.274; Adjusted R² = 0.269; F(1, 170) = 57.89; p < 0.005 

Source: SPSS Result (2026) 

The regression results presented in Table 4.1 

show that human capabilities had a positive 

and significant effect on service delivery (β = 

0.487, t = 7.609, p < 0.005). The R² value of 

0.274 indicates that human capabilities 

explained 27.4% of the variance in service 

delivery. The F-statistic was significant (F = 

57.89, p < 0.005), confirming the overall fit 

of the model. Therefore, H₁ is supported. The 

finding aligns with the resource-based view 

(RBV) of the firm, which posits that human 

resources are valuable, rare, and inimitable 

assets that drive competitive advantage 

(Wernerfelt, 1984; Lockett et al., 2009). This 

result is consistent with Jimenez-Jimenez 

and Sanz-Valle (2020), who demonstrated 

that human capital positively influences 

service outcomes in Spanish manufacturing 

firms. Similarly, Okpalaoka et al. (2022) and 

Olubiyi (2022) confirmed that technological 

and human capabilities enhance SME 

performance in Nigeria.  

Hypothesis Two (H₂): Technical 

capabilities have a significant positive 

influence on employee expertise at Opay, 

Lagos State, Nigeria. 

Table 2 

Regression Results for H₂  

Parameter Coefficient Std. Error t-value p-value Decision 

Constant 1.145 0.238 4.811 0.000  

Technical Capabilities 0.516 0.060 8.600 0.000 Supported 

R = 0.547; R² = 0.299; Adjusted R² = 0.295; F(1, 170) = 73.96; p < 0.005 

Source: SPSS Result (2026) 

The results in Table 4.2 reveal that technical 

capabilities exerted a positive and significant 

influence on employee expertise (β = 0.516, 

t = 8.600, p < 0.005). The R² value of 0.299 

suggests that technical capabilities accounted 

for 29.9% of the variation in employee 

expertise. The model was statistically 

significant (F = 73.96, p < 0.005). 

Consequently, H₂ is supported. 

The significant positive influence of 

technical capabilities on employee expertise 

(β = 0.516, p < 0.005) corroborates the 

findings of Heredia et al. (2022), who 

reported that technological capabilities 
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mediate the relationship between digital 

skills and firm performance. This result also 

aligns with Kastelli et al. (2024), who found 

that digital capacity enhances innovation 

performance through absorptive capacity. 

However, this finding contradicts the 

negative relationship reported by Salisu and 

Abu Bakar (2020) between technological 

capability and learning capability in Nigerian 

SMEs.  

Hypothesis Three (H₃): Innovation 

capabilities have a significant positive 

relationship with the introduction of new 

services  

Table 4.3 

Regression Results for H₃  

Parameter Coefficient Std. Error t-value p-value Decision 

Constant 1.401 0.252 5.560 0.000  

Innovation Capabilities 0.525 0.059 8.898 0.000 Supported 

R = 0.561; R² = 0.315; Adjusted R² = 0.311; F(1, 170) = 79.18; p < 0.005 

Source: SPSS Result (2026) 

Table 4.3 shows that innovation capabilities 

had a positive and significant relationship 

with the introduction of new services (β = 

0.525, t = 8.898, p < 0.005). The R² value of 

0.315 indicates that innovation capabilities 

explained 31.5% of the variance in new 

service introductions. This was the highest 

explanatory power among the three models. 

The F-statistic was significant (F = 79.18, p 

< 0.005). Therefore, H₃ is supported. The 

finding that innovation capabilities have a 

significant positive relationship with the 

introduction of new services is consistent 

with Liu et al. (2024), who demonstrated that 

digital capabilities promote business model 

innovation through dynamic capabilities. 

Zhang et al. (2025) similarly found that 

knowledge generation capabilities mediate 

the relationship between digital 

entrepreneurship opportunities and digital 

innovation. The findings aligns with the 

resource-based theory which shows that 

innovation capabilities act as a micro-

foundation for competitive advantage, 

consistent with Ochie et al. (2022).  

 

CONCLUSION AND 

RECOMMENDATIONS 

Conclusion  

This study examined the nexus between 

digital capabilities and service innovation at 

Opay, Lagos State, Nigeria. The study 

concluded that  

i. Human capabilities have a significant 

positive effect on service delivery. 

This indicates that employee skills, 

training, and experience directly 
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enhance the quality and efficiency of 

service provision at Opay. 

ii. Technical capabilities exert a 

significant positive influence on 

employee expertise. This confirms 

that Opay's IT infrastructure and 

digital tools empower employees to 

demonstrate greater professional 

competence. 

iii. Further, innovation capabilities have 

a significant positive relationship 

with the introduction of new services.  

All three hypotheses were supported. The 

study concludes that digital capabilities are 

not monolithic; rather, human, technical, and 

innovation capabilities each predict distinct 

service innovation outcomes at Opay. Based 

on the findings, the following 

recommendations are made: 

i. Opay should implement quarterly 

digital skills training for customer-

facing employees, covering emerging 

fintech trends, cybersecurity, and 

complaint resolution. A learning 

management system should track 

skill acquisition and certify 

employees. 

ii. Opay's IT department should conduct 

bi-annual audits of existing systems 

and invest in AI-powered chatbots, 

real-time transaction dashboards, and 

integrated data analytics tools to 

further enhance employee expertise. 

iii. Opay should establish an "Innovation 

Lab" where employees can submit 

service improvement ideas. A 

quarterly "Innovation Challenge" 

with monetary rewards will 

institutionalise innovation capability. 

At least 5% of annual revenue should 

be allocated to R&D for new service 

introductions. 
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