E-BANKING SERVICES AND CUSTOMERS’ SATISFACTION

IN THE RWANDAN BANKING INDUSTRY:
A CASE OF BANQUE POPULAIRE
OF RWANDA (BPR) LIMITED

PLACIDE SIMBIZI- REG No. MBA/30620/92/DF-KBL

(BA IN ECONOMICS, NUR)

A DISSERTATION SUBMITTED IN PARTIAL FULFILLMENT OF THE
REQUIREMENTS FOR THE AWARD OF THE DEGREE

OF MASTER OF BUSINESS ADMINISTRATION OF
KAMPALA INTERNATIONAL UNIVERSITY

(BANKING AND FINANCE)

OCTOBER, 2012

e —
e TIONAL Unpp
7~ 1% RNA j'wf/[‘(

LN
/s

WESTERN LAME'=

£, 2
L | = AT *
/

\ e o\
b

Y - et .

e 0. B0y 1 BUS =~
N 80X 7 _‘f-'ﬁ/




DECLARATION

I, Placide Simbizi, hereby declare that this research dissertation is my original work, that all
reference sources have been acurately reported and acknowledged, and that this study has not

been presented for a degree or any other cademic award in any university or institution of

learning.

Name: Plac%&

< o i g . - =

Signed: = Date: %VI/ / 7 Z“’) e

-




APPROVAL

This dissertation has been carried out and submitted for examination with my approval as the

Supervisor.

Name: Manyange Michael

Signed: %mp- Date: lﬁ\l\\ |9~'0 1

Sl P




DEDICATION

I dedicate this work especially 1o Almighty God for His abundani biessings and proiection, to

the memory of my parents, sisters and brothers, to my family and friends.

s

T e




ACKNOWLEDGEMENT

1 wish to express my sincere gratitude fo my supervisor, Mr Manyange Michael, for his
patience, support and guidance. I am grateful {o those who agreed 1o pasticipate in this research

by completing the questionnaire.

1 wish to express a word of gratitude to the Management and staff of Kampala International
University (KIU). Especially, I would like to thank all Lecturers of KIU for the knowledge they

delivered without any reserve.

My special thanks go to Bizimungu Emmanuel and his Family for invaluable support and

encouragement, they deserve a credit.

Words can not express enough my appreciation to my family members for their support during
the entire academic period. I am also thankful to the management of Bank populaire of Rwanda
(BPR) Limited to have agreed to give me all the required data needed to make this study a
quality. 1 also appreciate all my friends and, everyone who has helped either directly or
indirectly to the completion of this project.

Above all, 1 glorify the Almighty God for the strength, courage, wisdom and inspiration
throughout the period of my studies.

R




TABLE OF CONTENTS

DECLARATION.. easnnaneseseeneese4ssLreLIAALSAS ST eeeNa A naesssrarasaes i
AP PIROIV AL i vsvrsersrrrrrrnsersisesssansrersssrisstsssss ssssnsnsssssssssssssssnsass sasnsssentosrs bHELEISSS0EIIRERSLESA SRS SER SRS ST S 200 S i
DEDICATION 37
ACKNOWILEDGTMNIIINT ..vvvriressriirssririssrrensirasssssssstssssessrssssrssssrnsnesraesberbesbobeb ok bEL EEREL LS IV SRR A PR SR 000 v
TABLE OF CONTENTS..... vi
LIST OF TABLI S irrerrrstsrisissssscsssumsscssarssneesmessanessor st ntasssiase 4149000 1401108500000 000 X
LIST 8 T U RE S srirriccccccinsesrsnssssronsssssssssssnsssssansssssssssansssasannsss sressmnstbatssstssbis ssbsbaptrsEIsaAs s REIASESSaE S e m s 00s xi
LIST OF APPENDICES crrierrrmrecssessemmmmsisersinsrie st r4as s34 4414454 9041044050 18000004000 4000050500000 0 007 44580404000 0002000 100000 xii
LIST OF ACCRONYMS/ABRREVIATIONS. .o ireeesecrriecnieeniinnsanisssssssorrass ssssnssssnossasessssesnsssens xiii
ABSTRALT crverreesesrssecnsesrscsstssitatest et aten ssasissatsstsasesstsssas satsnse ataas 11144 1000142050 1411 20230 HT RS AR AR R LS SRS R R SR 00 v
CHAPTER ONE:..... 1
INTRODUCTION 1
1.0 IOIOAUCTION ...ttt er e ecr e are e e e e sn e e e s e e s e e e ee e e bbb st aas sabe e aaansran s sana eraransasse e 1
1.1 Background of the STy ..o 1
L1 Historical PEISPECIVE. . .oou.iouiiieieietietterieeesstat r e s e s ses s mee e smm e s e e res st dame s s beb s s b s abs s r et e 1
112 Theoretical PersDettive ..o ittt esrceacseassseaas st eesrane s sarer e s sammessant et ebas s a s s s bt e bens 3
1.1.3 Conceptuial PEISPECHVE. ..o vrr i oot ie e ms b s bt e st aas st 4

1,13 Comtential PorsDelive oo reerersre e ieee e ee e s e stes s e baa v san s ar s b aae e s maraa 1805 pan s s e 5

1.2 Statement 0T the Problem. ... 6
1.3 Purpose OF the STIAY. ... .o oo et 7
1.4 Objectives 0f the STUAY. ..o s 7
1.5 RESEAICH (UESTIONS. ....eeeen ereeaeeeieeerae s eee et e bt et be b siae s ebsiasa e s s eas e s ra srr e s erseas s eseaeseesse e 7
1.6 SCOPE OF the STUAY....eoveiie it s se e e s e e sr e 8
1.7 Significance 0f the SIIAY ..o ioiie e reeeticiare st emae e e e et en st 8
1.8 Conceptual fIameWOTK. ..ot s 9

vi




CHAPTER TWOinreerresrrscns ceeeresteisse b st sraarnas 1e
LITERATURE REVIEW...... . e 10
2.1 TIATOTICHION .o eeiitiiteieis e eeeeeeeeeeee e oeaseaasses e e nmnere s ansea ee s er s b e e e s e e e s e e e e e e e 2o re se e e e s r e 10
2.2. Level of E-Banking Services USAG8. ..o oo e 10
2.2, ErCOIURTCS L ottiiisunreearsras e meeeeestbaetaas sessarsnermsrnane 2o e smmaneee e amedss i s st e e e S b Ed e r et a s e s et 10
2.2.2 From E-commerce 10 B-BamkIig .. i ciiirniricasariseareoesssoos s nasnnsssasssanssasasasnasasannessinnes 11
2.2.3. Evolution of E-BankiNg.........ccccimiiimiiiiiniir i et e s st e s 12
2.2.4 E-DanKINg TOO1S ..oooeereiesieecrmere s cee e ece et bbb e s ar s s e b e e b e e i3
2.2.5 Frture oF €-DanKINE . ....cooiveeieeieetn i s b 15
2.2.6 Reasons for Implementing e-Banking......ooovereiirccer it 16
2.2.7 Benefits of erDantKIIIZ ... vvieeeviree s sce e e ey 2 ks e 17

2.3 B-ServiCe QUALTY 1.viveeeeoee ittt b e e 19

e C T 13725 511 Lo Lo s TOUORU RO OO PO SO OSSR UU DU P O PP PRSP PP PSR PRPPTPPS 19

2.3.2 Traditional service quality QIMENSIONS ....oveevrrrerrseeeereemreseececssissnicscisscinncssssessssnesneessnmiesnnces 19

2.3.3 B Service QUANLY ....cvvvereesic et ci sttt s s e bbb s 20
2.4 CUSIOMET SASTACTION ..ot ee e iee et e e e e e st e e tesass e smaesasasar e e mas e s e smnemmss et s e 2o 23
2.4.1 Outcomes of Customer SatisFRCON cooovv v e 24
2.4, 1. FOUSOIIET LOFTIEY 1 e ettt b g e b e e e e 24
O B Ty e e e T OO UU OO OOV PO SO Op 23
2.4.2 Customer Satisfaction, Cunsiomer Loyvaliy and Retentiog ..o 26
2.4.3 Customer safisfaction and service quality.. ...t et 28
2.5 Rwandan banking IMGUSEV. ..o s 29
2.5.1 E-banking in RWanda .........ccocmii et ce e e comessbb s s st s sk srn e s sn e 29
2.5.1.1 Card based pavments SYSICI ..o i cre e e i sr s nr s ses e na s e e e 30
2.5.1.2 Electronic payments and money TansiBr SEIVIGES ... s iesneiesses e sssssssrassass e 31
2.5.1.3 VS0 PrrBIBIID coev e e e e e e e e e e e e 31
252 BPR E-CHANNEIS et e e e a1t e et e an e 32

vii




.
CHAPTER THERI oicrresmsissssssiinsssssvesressassamse rassssssmssanmss i esssses saessas sssaasasass S 34

RESEARCH METHUDULUGY it w34
3.0 TOHTOBNICIIONL oottt e e oo et ce e e e c et s b e e ee s rraneeme e e et oo e em s fe ke e e R b s e e 34
3.1 ReSEATCI dSIZT ...ovvivee et iieeieie et sin e e e et bt e e e s s 34
3.2 Population and Sampling ... 34

3.2.1 TArEet POPUIAHION ...ocoovirererereieie ettt e sb e e e sy a e e b s bbb et hh e e 35
32,2 SAMPIE SHZE...... oot vee et ettt rs s e e e R R et r bR s e s 33
3.2.3 Sampling TECAIIGUES ......cc.vrormeriiemeeeeerscste s s s en et et s s as
3.3 Data COMBOION ..o evi e et v et e ee e s es e e e emm s st shsaase e sare s sn s st et e e 35
3.3.1 INSITIINEIEATION «ovvee e eeeeeieeevecers et eerrrsrrase e e rasese s e nbee b e s rae i besarae s are e s s mem e ee et st s e s 36
3.3.2 Research PrOCEOUIT ... .c.uoveirerrtrieecreeeem e oen e oot it vas s e s s e pae s b st s b s e b 36
3.4, QUAlIEY COMITOL ..ottt et s 37
B IVALEILY ..ot st e e et cec i ar et e h AR b R S R e 37

342 REHEDIHEY e cooeeeeeee oo eeeeeeeee e eea s et ene s s sessesmasese e erasaraaraneam oo e ces et essans censnebnsenanssne e 3 1

3.5 DatA ANAIVEIS ..ottt e e 38
3.6 Ethical COnSIAEIAONS ..viuiirieriiriiriiirs cecestaseaeeeeesesaiesiasas e s aassave s ss e s esesesas b ein et s basrabe e 38
3.6.1 Privacy and Confidemtiality ......o.cooviiiiie ettt 38
3.6.2 ATIORVITILY ...oeveereieniueesearraeesoeasseeamimmiaesssssssersasrsaas sas 18 ms8eb st 2o E e ar et aE e E s et 38
3.6.3 Researcher’™s Responsibibily oo e 39
3,6,4 TNFOTINEE COBSCRE . ..ot oottt et e st cre e e e sme seesebir s e b s ims sa e st m e s et e s e se s s et de e 39

3.7 LAMELAIONS Lo oooiiiiitieiiissaneesirsseassaseesease e e seteeaarasseaaars £ amae aameesemmmearaaneeassatas b as e araneaansaeneses 39
CHAPTER FOUR:.. 49
DATA ANALYSIS AND PRESENTATION OF FINDINGS...ccvievsrrsrssnsssseressnssrammssenessssessasrssasronnas 40
T W IR Y Tn e 411 v 111 OO OO CUUUPUOOEOU PRSPPI 40
4.1 Profile of the reSpONAeniS. ........cocoeoiiiirieiieere e e st s s s 40
4.2.2 Respondent’ § GeNMBT ..ot et b s s 41

4.2 Customers’ view of their overall e-service quality with ATM banking ... 44
VIE




4.3 Customers’ view of their overall e-service quality with Mobile banking ... 48

A P T E R IV L rrercrereeeisissssssssssissssrassansenanseass 10440000008 0bEP S PERERRIE Fe00TERSESTsR s usarressnns a6
SUMMARY, CONCLUSION ARD RECOMMENDATIONS ... . e 30
RO o Tiee e tcere o3 c SRUUNNTUUT OO U DO UO OO PO OSUO ISR 56
5.1 Summary of e SEAY o s 56
5.1 Summary 6f BRGIRGS .. c.oooeeee i s 57
3.1.1 Assessment of the level of ebanking eervices ngage by BPE customers o 57
3.1.2 Customers view of the overall e-service quality ... e e 57
5.1.3 Satisfaction of Customers with Existing Ebanking Services ..o 59

5.2 CONCIUSION. ... ooeeeeeie e ieisieeeteese s eree s e e e e mesese rerssaae s eaas e aeesams osee mammsembessstrrsaasbt et e smbenanes 60

1. Level of ebanking services usage by BPR CUSIOMETS ..o 60

5.3 RECOMMEIAMIONS . .. oiiiiirsirreeisrererreer i ceeeieaeersusbess b s e astssar v s s en rrreesasnesssbearbabeeaastnsann s snrnns 61
5.4 Areas for fUrther FESEANTHL . .....ooiv v et e e et 62
BB L IO G R AP Y v rreesressrssiassississ st s e s s v s s b s e e e AR R RSP RS ST AR R A SRR RO R R S SR b SRS A SRS PR S SRS 63
APDENGICES i iirnisrnsssanisssnssresssnnssssentessassassesstsssnassissssasssssrsasasss et ass eI e se R RS e s e s e SR e s A s R Rn R Y 71




LIST OF TABLES

Table 2.1: Evolution of Card based payments SYSIEM....... o oo wevreeevesinins essnsssses senssneessnees e 31

Tabie 2.2: Electronic pavinents statistics Jan—Dec Z0I1... ... 37
Table 4.1 ReSPOMACHES BB .o coeririiriercrs s srese sttt ot e e o b e s 40
Table 4.2: Respondents’s Gender. ... ....oocooiicirriimrrimmree et et eerrair e 41
Table 4.3: Respondent’ S OCCHPALION .....oiiiviiririinriasre s et et e s e 41
Table 4.4: Respondent’s level 0f BANCAHON ....ocooooiren ittt s 41
Table 4.5: Respondent's Experience with BPR Lid ..o 42
Table 4.6: Ebanking SErviCes WSl ....ve.cooui oo rieiiisint st ssns s et 42
Table 4.7: Experince with ebanking SEIVICES ... o s s s 43
Table 4.8: Vigits before the introduction of €Danking ... 43
Table 4.9: Visits afier the introduction of ebanking ..o s 43
Table 4.10; Importance of empPlOYEES......ciiimiirire et s 44
TaBIE 3. 11 TS0 OF AT M oo eeetiee e e e s e e e e e e e sas st e tee se e e e daeias £aa s R e e e A s 442284428 2t e mn e ne et e a et 44
Table 4.12: Reason of choosing ATM ... et cs s st are s sttt e b e 45
Table 4.13: Cash availabiltity in ATMS ..o e 45
Table 4.14: Adequate mumber 0F ATMS ..o 45
Table 4.15; Cash withdrawal 101t BET QA covavie et s s ssa a1 et se s e peae e 46
Table 4.16: Secure and convenient Iocation Of ATMS. ..o e e e 46
Table 4,17: User FHontly SYSEEI......coiriiereierereee et e r s ire s oo re e e bas s st bt n b s srn e mrsa st n et e 46
Table 4.18: Security Of BEC....vrvveeeeeeceieieic sttt e ris bt n e 47
Table 4.19; WIMIMITE BITOIS 1oevttriisieriesasassessees snssasaseeaansens sassnesanrereasrmsees 1as s21mssneanssssassiasartansssassassrass 47
Table 4.20: Overall satisfaction with ATM Banking. ...t ssess s 48
Table 4.21: Security of HANSACHIONS ..ottt e e e 43
Table 4.22: Ability t0 get account DAIANCE. .....ov ettt e b 49
Table 4.23: Ability 10 DAY BIIIS. .ottt s s s e e 49
Table 4.24: Ability 10 5ansfer FIRAS. ..ot ere et et sr e ssa ettt st 30
Table 4.25: Ability to check transaction RISIORY ... 50
Table 4.26: Mbanking CustOMEr SUPPOEL .....ccoovireerirerrmecrnerrsesresismmrsmseranesamssssraseassrnssssresarerees ronerass 51
Table 4.27: ADIIIEY 10 W8 .ot oi etei e coarecaaeeaesaceceses e rmssessss s eeaabaarseassmbaneasssan s seaasaassssneanearenaeos 51
Table 4.28: Easy CCeSSIDIIY ...oeviieei s e oot erieisie st st s a s s me s s s e en e s s bbb bbb 51
Table 4.29: Cost of use of Mbankiig SEIVICE....ocvveriieieeierr e e e st s s s arr s 52
Table 4.30: Mbanking service overall satisfacion ...........ciiiiiiinirrrcrrrrern SR 52
Table 4.31; Overall satisfiction with ebanking SErvICES... .ottt st bt 53
Table 4.32: SWitch 10 OHET DANKS .. veiiiie e e eeee e e e e e ceeescsmereeres st sans s aesta s sasrsmeneensbeassasesssabes e 53
Table 4.33: Recommending BPR 0 GHHErs oo e 34
Table 4.34: Improvement in $ervice qUALLY ....covv i e st 54




LIST OF FIGURES

Figure 1.1: Conceptual fIAMEWOTK ....c.oiiiiiiiririmsrss s ettt s

Xi




LIST OF APPENDICES

Appendix 1: Questionnaire for BPR Lid CUStOMEIS ... uueieceie vt ecieeserrrneessasaeeiarassaseerssasessesresrssasesssssssnrons i
Appendix 2: Table for determining the SAMPIE S1Z€....ecivrirermvironreoiimmsseiriemmssss st sesessssmersesssssesnns VIi
Appendix 3: Informed CONSENE FOITI voverrr ittt e e sme e s et s e s VIII

Xii




%

ATM

B.A

BXK

BCR
BPR Ltd
BRD
COGEBANQUE
EAC
Ebanking
E-Channels
EDI

ICT

IVR

KCB

KIU
Mbanking
NBR
NGO

PC

PDA

POS

Rabobank

LIST OF ACCRONYMS/ABBREVIATIONS

: Percentage

: Automated Teller Machine

: Bachelor of Art

: Banque de Kigali

: Banque Commerciale du Rwanda

: Banque Populaire du Rwanda Limited,
: Banque Rwandaise de Développement
: Compagnie Générale de Banque

: East African Community

: Electronic Banking

: Electronic channels

: Electronic Data Interchange

: Information Communication Technology
: Interactive Voice Response System

: Kenya Commercial Bank

: Kampala International University

: Mobile banking

: National Bank of Rwanda

: Non-Governmental Organisations

: Personal computer

: Personal Digital Assistant

: Point of Sales

: Raiffeisen-Boerenleenbank

xiii




RWF : Rwandan Francs

SERVQUAL : Service Quality

SIMTEL - Société Interbancaire de Monétique et de télécompensation
SITEQUAL : Site Quality

SMS : Short Message Service

UBPR : Union des Bangues Populaires du Rwanda (UBPR)

UK. : United Kingdom

UCB : Urwego Opportunity Bank,

WWW : World Wide Web

®iv




ABSTRACT

The purpose of this study was to assess the level of ebanking services usage and customers’
satisfaction in the Rwandan Banking Industry in Bank Populaire of Rwanda Limited. The main
objectives of the study were to assess the level of ebanking services usage by BPR customers; to
determine BPR customers’ view of their overall e-service quality with ATM and Mobile
banking services and to analyze the customer satisfaction with the existing ebanking services in

terms of loyalty and retention.

The researcher used exploratory, descriptive, cross-sectional and correlational studies. Both
qualitative and quantitative techniques were applied. A sample size of 400 respondents was
selected. Totally, 368 questionnaires were considered for this study, representing a response rate

of 92%. Usable data were entered into SPSS for analysis.

The findings of the study revealed that BPR Ltd customers are fully aware of ebanking services
offered by the Bank (97.8%) and most of the respondents indicated that they have a year of
experience with ebanking services. The findings showed that customers enjoying electronic
banking services are still not very satisfied with their quality and efficiency although a bigger
percentage of the customers are satisfied. The satisfaction within all e-service quality attributes
of ATM and Mobile banking is high with 67.4% and 69.6% respectively.

Although a bigger percentage of the customers are satisfied (63%), the results analysis indicated
that an important proportion of customers were neither dissatisfied nor satisfied with quality
attributes, meaning that BPR should improve its e-service quality to meet customers’

expectations or exceed them.

Based on the research findings, it was recommended that the service quality should be improved
in BPR Limited, the reduction of service charges, increase in the number of ATMs as well as

provision of deposit ATMs.




CHAPTER ONE:

INTRODUCTION

1.0 Introduction

In this chapter, consideration is given to the background of the study, research problem,
purpose of the study, abjective of the study, reseozch qusstiouns, significance of the study,

conceptual framework as well as the scope of the study.

1.1 Background of the study

This section presents the historical, theoretical, conceptual as well as the coniextual

perspectives of the study.

1.1.1 Historical Perspective

According to Good (1998), electricity was invented in 1873 and took 46 years for mass
adoption. K took 35 years for telephones, 25 years for radic, and 16 years for PCs. For the
World Wide Web, it has taken only 6 years (as cited in Pyun, Scruggs, & Nam, 2002).

The inception of the World Wide Web (WWW) and users’ response to this technology has
opened opportunities for many businesses, ranging from small 1o large corporations,
including financial institutions. Banks are currently amongst the largest beneficiaries of this
technology (Mumirnddeen, December 2007). The development of inexpensive compuier
processing and the tise of the Internet have changed (he structure and the nature of banking.

The Internet offers a wide range of services for customers and companies. There are huge
advantages for both parties, the main benefit is cost sevings. Banks first began to offer
tailored solutions online only for companies. In the late 90s banks started offering services
online to individuals and today they can do their errands with Internet banking (Maida,
Bengtsson, & Valentina, 2011).

With today’s technology it is possible for customers to do thelr errands with Internet banking
and satisfy their needs by themselves. Technology is changing the way customers and

companies interact, but customer’s espectations and desire have not changed. People still

1




want apologies, flexibility, out-comes and easy access, they siill want good Service.

Customers expect the same service exastly like it was provided by a person {Bitner, 2001).

Virtual barking has played an increasing role in the banking industty, but brickand-mortar
bank branches continue to be built, and & majerity of payments made using checking
accounts still involve paper checks. The trend toward substituting electrons for paper in the

banking industry seems clear, though. (Glenn Hubbard & O’Brien, 2012, p. 301).

BPR finds its origin back in 1975. In 1986, as these autonomous savings ang credit schemes
grew bigger and stronges, an umbrella bringing them together wes pwt in place, with its
headquarters in Kigali, under the name “Union des Banques Populaires du Rwanda (UBPR).
In 2008, UBPR transformed to become a commercial bank bt while retaining its cooperative
roots, 65% of the shares were retained by the former cooperative members, while 35% were
acquired by a strategic partner, Rabobank. The latter having the main mission to help upgrade
“BPR” into a fully-fledged retail bank (Bangue Populaire du rwanda, 2012). BPR has a large
network of 191 offices across the couniry {18 branches, 109 sub-branches and 64 outlets/
counter offices), 1,600 staff, 100,000 credit files and 1.3 million clients. (Banque Populaire
du rwanda, 2012).

To facilitate customers in executing their financial needs and to follow through with BPR’s
more modem image, BPR Lid has put in place new modermn banking tools, namely ATMs and
BPR Mobile Banking. With over a million clients, BPR is focusing on improving its services
in modern payment technology going forward. BPR. was the first bank to offer mobile

banking services and card-less cash withdrawals from ATM’s.

E-banking system in BPR Ltd failed to provide error free service and meet customers’
expectations. Complaints against BPR Lid are increasing day-by-day regarding service fees,
ATM theft and withdrawal failure, failed transactions on mobile banking, long queues in

BPR halls, fraud and information integrity and problem resolution {(Bosco, 2011).




1.1.2 Theoretical Perspective

Researches’ relafing fo ebanking realized that, the Avtomated Teller Machine (ATM) is one
type of innovation that can mechanically accept deposits, issue withdrawals, transfer funds
between accounts, and collect bills. It has altered the relationship between banks and their
depositors, as well as the Jevel of service quality of banking services (Davies & M, 1996);
Mecandrews, 2003; Komal & Singh, 20093, Researchers identified that secure and convenient
location, adequate number of ATM, user-friendly system, and functionality of ATM plays
important role in customers’ satisfaction. Joseph & Stone (2003); Mobarek (2007) and
Dilijonas, Sakalauskas, & Simutis, 2009} mentiened that adequate number of ATMs,
convenient and secure location and user-friendly sysiem, speed, minimum errors, high
uptime, cash backup, cost, and service coverage are esseniial service quality aspects of ATM

service.

Mobile banking is an exiension of Internet banking, but with its own mnique characteristics
given that a cell phone is used rather than a web browsesr on a personal computer (Brown,
Cajee, Davies, & Stroebel, 2003). Jun & Cal (2001) identified six dimensions for online
sustems quality: contents, accuracy, ease of nse (compatibility, user fijendly, easy login,
speed, accessibility, functions aad easy navigation), timelines (up-to-date information),

aesthetics (atiractiveness) and security (privacy and information transaction safety).

Service quality and customer satisfaction are two dimensions that strongly belong together.
Bernhardt (2003, as cited in Kadic, Bengtsson, & Vunigi, 2011) emphasizes the importance
to understand the relationship between service quality and customer satisfaction.

Quality of a service delivery depends on the whole delivery process and the outcome that
result in customer satisfaction or dissatisfaction of the service. A Study done by Sang &
Seung, (2004) showed that service quality is significantly associated with customer
satisfaction. Service quality has a positive effect on customer satisfaction and the level of

satisfaction have an influence on customer tetention.

Several researchers attempted to find the interrelationships between service quality, customer
satisfaction and customer loyalty in the banking sector. Researchers argue that service quality

and customer satisfaction are the predictors of customer loyalty (Tariq and Moussaoui, 2009;

3




Han et al., 2008: Ehigie, (2006 as cited in Siddigi, 2011). Veloutsou et al. {2004) found the
positive relationship ameng service quality, sustomer satisfaction and customer loyalty in the
banking sector. Caruana (2000) mentioned that service quality, customer satisfaction and
service loyalty are related to each other. Service quality has received much attention because
of its obvious relationship with costs, financial perfermance, customer satisfaction, and

customer loyalty and retention.

To provide greater understanding of the main issues relating to service quality in the virtual
marketplace and customer satisfaction, this study was based on SERVQUAL model.

The model was originally introduced by Parasuramn A., Valerie Ziethaml and Leonard L.
berry in 1995 in the arc of service quality. It was developed based on the view of the
customer’s assessment. SERVQUAL is a multi-item scale developed to assess customer
perceptions of service quality in service and retailing businesses (Parasuramarn, Zeithaml, &
Berry, 1988). SERVQUAL scale has been used to measure service quality in various service

indusiries, and some studies have applied the SERVQUAL model to measure service quality

in the context of e~service by rewording its items {Hongxiu Li, 2009).

1.1.3 Conceptual Perspective

FinCen (2000) defines e-Banking as an umbrelia term for the process by which a customer
may perform banking transactions electromically withoul wisiting a brick-and-mortar
institution (as cited in Awuondo, 2005). For the purpose of this research, it is defined as the
delivery of banking services and products throngh the use of electronic means irrespective of
place, time and distance. To gain a strategic advantage and survive in today’s ever-increasing
banking competitive environment, banks are heavily investing in elecironic banking
(ebanking) systems to meet cusiomers’ requirements and striving 1o exceed them whenever
possible. For better service opportunities to provide their customers, banks are transforming
from their traditional approach of “bricks and mortar” into a “clicks and mortar” one under

the emergence of elecironic commerce and business (Chau & Lai, 2003).

According to Asubonteng et al (1996), service quality can be defined as * the difference

between customers’ expectations for service performance prior to the service encounter and
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their perceptions of the service received”. Gefan (2002) defined service quality as the
subjective comparison that customers make betwean the quality of the service that they want
to receive and what they actualy get. According to Parasuraman, Zeithami, & Berry (1988),
service quality is determined by the differences between customer’s expectations of services
and their evaluation of the services they received Customer satisfaction is related to the
whole consumption experience, the fulfillment and terms of pleasure of the service
(Grigoroudis & Siskos, 2010). Customer satisfaction is a measure of how products and
services supplied by a company meet or surpass customer expectation (Musitme & Biyaki,

2010).

Cusiomer satisfaction has become important for commercial banks to stay competiiive as the
customer is the crucial source of revenue for any business. The main reasons for this are that
high customer satisfaction has been linked to customer retention, market share, loyalty, and

by extension, higher company’s profits (Szymankski & Henard, 2001).

Electronic banking is a compiete new domamn of service that adds value to existing porifolio
by substituting or complementing personal interactions with service personal through
technology (Jun & S., 2001). With online banking, individuals can check their account
balances and make paymenis without having to go to the bank hall, using. The delivery
channels are quite numerous a5 mentioned here, Automatic Teller Machine (ATM), Point of
Sales (POS), Mobile Banking, Smart Cards, Internet Banking, etc. This is gradually creating
a cashless sociely where consnmers no longer have 1o pay for all their purchases with hard

cash.

1.1.3 Contextual Perspective

Statistics from the World Bank on internet Usage (2011) showed that Intemet usage in
Rwanda has increaded fom 2.1 users per 100 pepole in 2007, to 13.0 users in 2010. Banking
industry in Rwanda is among the leading sectors in adopting and utilizing the internet. Banks
have started to offer ebanking services to their custorers by initoducimg new delivery
channels for traditional products and services, namely ATMs, Mobile Banling and Internet
Banking. Bank Populaire of Rwanda (BPR) has heavily invested in electronic banking. In
July 2010, the bank had 3 ATMs and 1,500 ATM cards in the market. One year later, it had
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43 functioning ATMs and 68,000 ATM cards {Bosco, 2011). Now, the Bank has 77
functioning ATMs around the country and over 100,000 customers using is mobile banking

platform. The main branch has 7,000 customers registered for e-banking services.

There have been no specific studies on ebanking services and customers’s satisfaction in the
Rwandan banking indusiry. Thus, there is a need to find out whether these e-banking services
satisfy existing customers or not, in the context of Rwanda. Therefore, this study will
examine the level of ebanking services usage (ATMs and Mobile BAnking) and customers’s

satisfaction whithin Bank Populaire of Rwanda Limtted.

1.2 Statement ¢f the Preblem

The arrival of the internet technology has generally changed the structurs and the nature of
banking. Most banks are {aced with the challenge of delivering effective services which can
satisfy their customers. In the effort to deliver effective services, the banking sector
undertakes numerons approaches and among them is the use of elecironic banking system

(Glenn Hubbard & O'Bgien, 2012).

In recent years, banks in Rwanda have also tried 1o introduce Internet-based banking systems
to improve their operations. Most banks are now offering ebanking services such as ATMs,
mobile banking and internet banking, The customers on the other hand, stand to enjoy the
benefit of quick service delivery, reduced cost of transactions, frequency of going to banks
physically and reduced cash hendling either through internet, telephone or other electronic
delivery channels (National Bank of Rwanda, 2011},

Peter (2008) stated that despite the banking sector using information technology we see the
problem of lack of accessibility of banking services, fear of high banking charges a customer
is required to pay, long queues and poor banking systems (as cited in Musiime & Biyaki,
2010). As a growing number of commercial banks are adopting online banking to make
customer's banking experience more convenient, efficient, and effective, it becomes even
more essential to ascertain the customers” view of their overall satisfaction with the existing

ebanking services.




Customers still withdrwal enormous cash and spend a lot time on queues in BPR counters,

complain about high service fees and security of ebanking services (Rwembeho, 2012).

Measuring customer satisfaction can provide banks useful information about customer loyalty
and retention. No significant studies have focused on ebanking services and customers’s
satisfaction in the Rwandan banking industry. Thus, there is a need to examine the level of
ebanking services usage, e-service quality and customers’s satisfaction in Rwanda and
consequently, to find out whether available e-banking services satisfy existing customers or

not.

This study examined the level of ebanking services usage (ATMs and Mobile banking), e-
service quality and customers’ satisfaction, with a focus on Banque Populaire du Rwanda
Limited.

1.3 Purpose of the study

The purpose of the study was to assess the level of ebanking services and customers’
satisfaction in the Rwandan Banking Industry.

1.4 Objectives of the study

The main objectives to be achieved by this study were:

(i) To assess the level of ebanking services usage by BPR customers;

(i) To determine BPR customers’ view of their overall e-service quality with ATM and
Mobile banking services;

(iii) To analyze the customer satisfaction of BPR customers with the existing ebanking

services, in terms of royalty and retention.

1.5 Research questions
The study answered the following questions:
(i) What is the level of ebanking services usage by BPR customers?
(ii) What is the customers’ view of their overall e-service quality with ATM and Mobile
banking service?




(iii) What is the customer satisfaction of BPR custoimers with the existing ebanking services,

in terms of royally and retention?

1.6 Scope of the study

The study was concerned with efectronic Banking Services and Customers” Satisfaction in
the Rwandan Banking Industry. It was conducted in BPR Ltd main Branch located in Kigali
City, in Rwanda. It was conducted between March 2012 and Septemeber 2012 and focused

on two ebanking services namely ATMs and Mobile bankmg,

1.7 Significance of the study

This study will benefit other researchers and academicians, commercial bank managers,
policy makers, and the users. It will add more knowledgs to the sxisting literature in this area

of study and also provide a framework for further research.

The significance of this sindy can also be seen in the fact that the outcome will be used by
practicing managers of banks in Rwanda to improve current ebanking services. The study
will also provide a deep understanding of customers and the level of ebanking services usage
and might show which needs and attiiudes are missing and relevant fowards conducting

banking services nowadays.

Specifically, the study will help especiafly the BPR Limited and other local banks to

formulate and rethink marketing strategies to promote ebanking systems in the future.

Understanding how customers perceive online banking services and their overall satisfaction
will help policy makers, namely National Bank authorities and the ministry of ICT, in

elaborating strategic objectives for the prosperity of e-commerce in Rwanda.




1.8 Cenceptual framework

Figure 1.1: Conceptual framework
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CHAPTER TWO:

LITERATURE REVIEW
2.1 Introduction

This chapter presenis a review of relevant literature that gives an overview of the reseach
contest. Tt covers electronic banking services, e-service quality, customer satisfaction and

banking industry in Rwanda.

2.2. Level of E-Banking services Usage

In its very basic form, e-banking can mean the provision of information about a bank and its
services via a home page on the World Wide Web (WWW). More sophisticated e-banking
services provide customer access to accounts, the ability to move their money between
different accounts, and making payments or applying for loans via e-Channels (Shah &
Clarke, 2009, p. 2). The term e-banking will be used in this study to describe the laiter type of
provision of services by an organization to its customers. Such customers may be either
personal customers or business customers. Many banks and other organizations are eager to
use this channel to deliver their services because of is relatively lower delivery cost, higher
sales and potential for offering greater convenience for customers (Shah & Clarke, 2009, p.
2),

2.2.1 E-commerce

E-commerce is about buying and selling information, products and services via computer
networks such as the Intemet and Electronic Data Interchange (EDY). Ebanking is one form
of e-commerce. The term commerce is viewed rather narrowly by some as transactions
conducted between business partners. Kalakota and Whinston (1994, 1995, as cited in Shah
& Clarke, 2009, p. 19} define e-commerce from the following perspectives: Communications:
e-commerce is the delivery of information, products/ services, or paymenis over telephone
lines, computer networks, or any other electronic means; Business process: e-commerce is the
application of technology towards the automation of business transactions and workflow;

Service: e-commerce is a tool that addresses the desire of firms, consumers, and management
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to cut service costs while improving the quality of goods and increasing the speed of service
delivery; Online: e-commerce provides the capability of buying and selling products and
information on the Internet and other electronic channels such as EDL For firms, e-commerce
brings different and arguably lower barriers to eutry, opporwunities for significant cost
reduction, the capacity to rapidly re-engineer business processes and greater opportunities 10
sell across borders. Each and all of these potential benefits provides for increased competition
and the ability to wrest market leadership from established players. For consumers the
potential benefits are more choice, better value for money obtained through greater
competition, more information, better tools to manage and compare information and faster

service.

2.2.2 From E-commerce to E-banking

Rayport and Sviokla highlighted in their study the differences between the physical market
place and the virtual market place, which they deseribe as an information-defined arena (as
cited in Shah & Clarke, 2009, p. 20). In the coniext of e-banking, electronic delivery of
services means a customer conducting his transactions from a remote location {e.g. home)
rather that visiting a local branch. Automated teller machines {(ATMs} were the first means of
providing electronic access to retail customers, made possible through the miroduction of
computer networks. Telephone banking arrived mext, which was a revolutionary concept

since it made banking possible from anywhere as long as telephones were available

With the arrival and widespread adoption of The World Wide Web, banks renewed their
interest in this area and started developing a web presence. The goal was for & bank’s website
to provide many, if not all, of the services offered at a branch. This may include transactions
as well as information, advice, admiuistration, and even cross-selling. However, the
interactive nature of the Web not only allows banks to enhance these core services, but also
enables banks to communicate more effectively and expand customer relationships. When
combined with the improving analytical capabilities of data mining and related technologies,
the potential for enriching the relationship with customers is unlimited. Most banks and other
financial institutions in the developed world have established an Internet presence with

various objectives. Somie barks are there because their commpetitors have done it. Others
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prefer a ‘wait and ses’ praclice. Some are using it as a banking channel being part of their

distribution /delivery management {Shak & Clarke, 2009, p. 22).

E-banking largely came into being as a result of techmological developments in the field of
computing and communications but there have been a number of other facters or challenges
which played an important part in its development. According to Jayawardhena and Foley
(2000, as cited in Shah & Clarke, 2009, p. 22). The challenges for banks are fourfold. First,
they need to satisfy customer requirements that are complex and ever changing. Second, they
need to deal with increased competition from old as well as new entrants coming mnto the
market. Third, they need to address the pressures on the supply chain to deliver thetr services
quickly. Finally, they must continually develop new and innovative services o differentiate
themselves from the competition, as having a large branch network is no longer seen as a
main source of competitive advantage. E-banking is seen by many banks as a key tool to
address these challenges. Other reasons for the adoption of e-banking by banks may include
achieving competitive advantage (at least in short term), ereating new distribution channels,

improving image, and reducing costs.
2.2.3. Evolution of E-banking

There have been significant developments in the e-financtat services sector in the past 30
years. According to Devlin (1995), until the early 19705 functional demarcation was
predominant with many regulatory restrictions imposed. One main consequence of this was
limited competition both domestically and internationally. As a result there was heavy
reliance on iraditional branch based delivery of financial services and little pressure for
change. This changed gradually with deregulation of the industry during 1980s and 1990s,
whilst during this time, the increasingly important tole of information and communication

technologies brought stiffer competition and pressure for a faster pace of change.

The Internet is a relatively new channel for delivering banking services. Iis early form “online
banking services’, requiring a PC, modem and software provided by the financial services
vendors, were first introduced in the early 1980s. However, it failed to get widespread
acceptance and most mnitiatives of this kind were discontinued (Shah & Clarke, 2009, p.

3).With the rapid growth of other types of electronic services since mid 1990s, banks
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reniswed their interest in electionic modes of delivery using the Inlemel. The bursting of the
Internet bubble in early 2001 caused speculation that the opporiunities for Internet services
firms had vanished. The “dot.com” companies and Internet players struggled for survival
during that ime but e-commerce recovered from that shock quickly and most of its branches
including e-banking have been steadily. and in some cases dramatically. growing m most
parts of the world (Shah & Clarke, 2009, p. 3). One survey conducted by the TechWeb News
in 2005 (as cited in Shah & Clarke, 2009) found e-banking to be the fastest growing
commercial activity on the Internct. The spread of online banking has coincided with the
spread of high-speed broadband connections and the increasing maturation of the Internet
user population. Ancther factor in e-banking growth is that banks have discovered the

benefits of e-banking and have become keener to offer it as an option t6 customers.
2.2.4, E-banking tools

E-banking is defined as the automated delivery of new and traditional banking products and
services directly to customers through electronic, indersctive commvanseation channels. E-
banking includes the systems that enable bank cusfomers to access accounts, transact
business, or obtain information on financial products and services through a public or private
network, including the Internet. Customers access e-banking services using an intelligent
electronic device, such as a personal computer (PC), personal digital assistant (PDA),

automated teller machine (ATM), kiosk, or telephone (Rajagopalan, 2012).
2.2.4.1 Internct Benking

Internet banking is a new age banking concept. Ji uses technology and brings the bank closer
to the customer. Broadly, the levels of banking services offered through imtemet can be
categorized in to three types: the basic level service is the banks’ web sites which disseminate
information on different products and services offered to customers and members of public in
general. It may receive and reply 1o customers’ queries through e-mail, in the next level are
Simple Transactional Websites which allow customers to submit their instructions,
applications for different services, queries on their account balances, efc, but do not permit
any fund-based transactions on their accounts, the third level of Internet banking services are

offered by Fully Transactional Websites which allow the customers to operate on their
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accounts for transfer of funds, payment of different bills, subscribing to other products of the
bank and to transact purchase and sale of securities, ete. The above forms of Intemet banking
services are offered by traditional banks as an additional method of serving the customer.
There are also banks that deliver banking services primarily through Internet or other
electronic delivery channels. Some of these banks are known as ‘virtual’ banks or ‘Internet-
only’ banks and may not have any physical presence in a country despite offering different
banking services (Rajagopalan, 2012).

2.2.4.2 Tele / Phone Banking

Telebanking is a service that helps customers to access authentic, instantaneous information
regarding their account, by using a telephone from any place, anytime. It not only gives the
comfort of round the clock telebanking, but also enables the customers to access information
about their account from anywhere just by making a local call. In telebanking a facility called
IVR is generally used for providing the required service, IVR is the abbreviation for
Interactive Voice Response System, This is an automated Phone Banking system which
allows customers to access confidential account information after dialing the authentication
details. Some of the common basic services offered by banks in telebanking are account
balance enquiry, cheque status Enquiry, Ordering a Cheque Book Account Statement ,
Stopping Payment of cheques , Loan Related queries, Information about banking products,
Enquiry about latest Interest/ Exchange rates , Reporting loss of ATM/Debit Card
(Rajagopalan, 2012).

2.2.4.3 Mobile Banking

The customer while applying for this facility will have to give his mobile number which will
be registered with the bank. This will facilitate authentication by the bank and will also
enable the bank to send instant alerts. The bank may prescribe a default limit (monetary limit)
to trigger SMS aleris that is if the account is debited or credited for more than the prescribed
limit an alert will be sent. The customers may send SMS with some keywords describing the

enquiry and will get the reply as SMS on his cell phone (Rajagopalan, 2012).
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2244 ATM

Barclays Bank in UK claims to have instafled the first cash dispenser in the world in June
1967. 1t used paper vouchers bought {rom tellers in advance (LLC, 2003). The first generation
machines were off-line; they were not connected to the bank’s computers. The next major
step forward occurred in 1972, when Lioyds Bank in the UK installed in the first on-line
“Cash-Point” machines, which have been developed by IBM (Rajagopalan, 2012). Since the
introduction of the first cash dispenser, the cash dispenser and the automated teller machine

(ATM) have gradually become the electronic face of banking for the most customers.

2.2.5 Future of e-banking

It is notoriousty difficult io predict the fusture, but some educated guesses can be made using
past and current experiences. The next developments in ebanking will involve new products
and services that were not feasible in traditional banking models. This could involve enabling
instani payments using mobile devices, or fools to help people manage their multi-bank
financial portfolio, simultaneously. Internet may also become more viable as the functionality
of e-banking systems grows, and customers adapt to the new ways of conducting their
financial activities. International banking might become a reality for ordinary consumers as
banking payments systems are increasingly harmonized across borders. For example, in
Europe, new measures are being introduced by the European Union to allow cross-border
provision of e-commerce services by providing a single payment system. Similar initiatives
are due to be implemented in other parts of the world (Shah & Clarke, 2000, p. 25).

E-banking has the potential to be a very rich and pleasant experience, and may provide more
opportunities for banks to develop mufually satisfying, tailor made services to enrich
relationship with customers. As technology evolves, the opporiunities to extend the
relationship beyond what is possible in the physical world continue to grow and will only be
limited by a bank’s ability to innovate or commitment to e-banking (Shah & Clarke, 2009, p.
25). Schneider (2005) suggested that all of the infrastructure in the world cannot succeed
without innovation and the willingness to take risks. The ATM is an example of technologies

that consumers would never have requested, but nonetheless have been keen to embrace.
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2.2.6 Reasons for Implementing e-Banking

This section summarizes some of the reasons for implementing e-banking as developed by
Shah & Clarke, (2009).

Customers Demands
With the emergence of the digital economy the balance of power seems to be shifiing to

customers. Customers are increasingly demanding more value, 24 hours availability, with
goods customised to their exact needs, at less cost, and as quickly as possible. To meet these
demands, banks need to develop innovative ways of creating value, and e-banking is seen as
one of those innovative ways to meet customers’ expectations.

Selling More to Existing Customers

The financial services markets in most developed couniries have matured considerably and
there is very limited scope for creation of new markets. This means that the most common
route to growth is to sell more products to existing customers.

Changes in the Environment

There have been some significant shifts in the importance of different sectors of the
economy. In most western countries, primary (such as mining, agricultural) and secondary
(manufacturing) have been steadily declining, whilst the service (e.g. financial services)
sector is growing in importance. This has increased the prominence of service sector
organizations, resulting in more pressure on them to diversify their offerings and look beyond
their immediate markets to create value.

E-Banking is a Hygiene Factor

Some banks are offering e-banking because their competitors have done it, and not doing so
will mean losing an important customer segment to traditional competifors as well as new
entrants to the financial sector. If thig is their sole reason for doing so, they often drag behind
their competitors and lack of enthusiasm prevents them from using e-banking to boost other
sources of innovation, which are ofien enabled by the new technologies.

Achieving Competitive Advantage

Most organizations aspire to achieve competitive advantage, but few attain truly succeed, and
even if attained, few are able to sustain this. As Internel banking has spread widely, it is no
longer a source of competitive advantage on its own, at least in developed world. E-banking

with the help of other technologies such as data mining can however help in other sources of
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competitive advantage such as faster product developiment, superior customers’ service and
cross selling. To gain competitive advantage, banks must continually develop new and
innovative services to differentiate themselves from the competition, as having a large branch
network or even e-banking is no longer seen as a main source of competitive advantage.

To Achieve Efficiencies

Some banks look at e-banking from a cost savings point of view, as it is widely reported in e-
commerce literature (Shah et al., 2007 as cited in Shah & Clarke, 2009} that cost per
transaction is much lower than for other service delivery channels. E-banking can also help
Jower operational costs since, to offer e-banking, banks have to fine tune their business

processes, systems and the ways in which employees communicate with one another.

2.2.7 Benefits of e-banking

Many banks and other organizations have already implemented or are planning to implement
e-banking because of the numerous potential benefits associated with it (Shah & Clarke,
2009). Some of these major benefits are briefly described below.

Choice and Convenience for Customers

In the fierce battle over customers, providing a unique experience is the compelling element
that will retain customers. A ‘customer first” approach is critical for success in e-banking.
Customers hold the kev to success and companies must find out what different customers
want and provide it using the best available technology, ensuring that they are acting on the
latest, most up-to-date information. In modem business environments, customers want
greater choice. They want the traditional range of bauking services, augmented by the
convenience of online capabilities and g stronger focus by banks on developing personal
relationships with customers.

Attracting High Value Customers

E-banking often attracts high profit customers with higher than average income and educafion
levels, which helps to increase the size of revenue streams. For a retail bank, e-banking
customers are therefore of particular interest, and such custorners are likely to have a higher
demand for banking products. Most of them are using online channels regularly for a variety
of purposes, and for some there is no need for regular personal contacts with the bank’s

branch network, which is an expensive channel for banks to run. (Berger & Gensler, 2007).
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Some research suggests that adding the Internet delivery channel to an existing portfolio of
service delivery channels results in nontrivial increases in bank profitability (Young, 2007, as
cited in Shah & Clarke, 2009). These exira revenues mainly come from increases in
noninterest income from service charges on deposit/current accounts. These customers also
tend to be of high income eamers with greater profit potential.

Enhanced Image

E-banking helps to enhance the image of the organization as a customer focused innovative
organization. This was especially true in early days when only the most innovative
organizations were implementing this channel. Despite its common availability today, an
attractive banking website with a large portfolio of innovative products still enhances a
bank’s image. This image also helps in becoming effective at e-marketing and attracting
young/professional customer base.

Increased Revenues

Increased revenues as a result of offering e-channels are often reported, because of possible
increases in the number of customers, retention of existing customers, and cross selling
opportunities.

Easier Expansion

Traditionally, when a bank wanted to expand geographically it had to open new branches,
thereby incurring high start up and maintenance costs. E-channels, such as the Internet, have
made this unnecessary inn many circumstances.

Load Reduction en Other Channels

E-Channels are largely automatic, and most of the routine activity such as account checking
or bill payment may be carried out using these channels. This usually results in load reduction
on other delivery channels, such as branches or call centres.

Cost Reduction

The main economic argument of e-banking so far has been reduction of overhead costs of
other channels such as branches, which require expensive buildings and a staff presence. It
also seems that the cost per transaction of e-banking often falls more rapidly than that of
traditional banks once a critical mass of customers is achieved.

Organizational Efficiency

To implement e-banking, organizations often have to re-engineer their business processes,

integrate systems and promote agile working practices. These steps, which are ofien pushed
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to the top of the agenda by the desire to achieve e-banking, often result in greater efficiency

and agility in organizations.

2.3 E-Service quality

2.3.1 Introduction

According to Asubonteng et al (1996), service quality can be defined as “ the difference
between customers’ expectations for service performance prior to the service encounter and
their perceptions of the service received”. Gefan (2002) defined service quality as the
subjective comparison that customers make between the quality of the service that they want
to receive and what they actualy get. According to Parasuraman, Zeithaml, & Berry (1988),
service quality is determined by the differences between customer’s expectations of services
and their evaluation of the services they received. They further argued that perceived service
quality is a global judgement, or attitude relating to the superiority of the service, whereas
satisfaction is related to a specific transaction. They emphasized that service quality is
determined by the differences between customers’s expectations of service provider's

performance and their evaluation of the services they received.
2.3.2 Traditional service quality dimensions

Service quality has been the subject of considerable interest by both practitioners and
reseachers in recent. Parasuraman et al (1985) identified ten detailed determinantsof service
quality through focus group studies: tangibles, reliability, responsiveness, communication,
access, competence, courtesy, credibility, security, understanding/knowledge of cusiomer.
Later these ten dimensions were further purified and developed five dimensions (tangibles,
reliability, responsiveness, assurance ans emphathy to measure service quality, SERVQUAL
(Parasuraman, Zeitham!, & Berry, 1988).

2.3.2.1 SERVQUAL

SERVQUAL is a multi-item scale developed to assess customer perceptions of service

quality in service and retailing businesses. This method is based on the idea of possible gaps

between customers perceived and expected quality from the service (Parasuraman, Zeithaml,

& Berry, 1988). The scale decomposes the notion of service quality into five construcis as
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follows: Tangibles: physical facilities, equipment, and appearance of personnel, Reliability:
ability to perform the promised service dependently and accurately; Responsiveness:
willingness to help customers and provide prompt service; Assurance: knowledge and
courtesy of employees and their ability to inspire trust and confidence and Empathy: Caring,
individualized attention the firm provides iis customers. SERVQUAL scale has been used to
measure service quality in various service industries, and some studies have applied the
SERVQUAL model to measure service quality in the context of e-service by rewording its
items (Hongxiu Li, 2009). However, employing SERVQUAL scale by rewording its items
seems to be inefficient in the context of e-service (Parasuraman, Zeithaml, & Malhotra,
2005). According to Lee & Lin (2005), e-service is quite different from traditional service,
with three aspects: (i) the absence of sales staff. in e-service, there is no service encounters
between the customers and the sales staff as in the traditional service; (ii) the absence of
traditional tangible element: in e-service, service process is almost completed in the virtual
environment with some intangible elements; (iii) self-service of customers: in e-service,

customers conduct self-service in purchasing and realize conirol in business process.

2.3.3 E- Service quality

According to Jessica (2003) e-service quality is defined as overall customer assessment and
judgment of e-service delivery, E-service quality is important in many aspecis; it is easy for
customer to compare different offerings in addition to the traditional way, such as go to the
bank. Customers that use online services expect equal or higher level of service quality than
the traditional way (Jessica, 2003). The Internet has many positive aspects such as compare
and evaluates products and services quickly. According to Zeithaml et al., (2000) when the
customer evaluates e-service quality it does not matter if it is a product or a service, the
service or product will later be used to evaluate the delivery of e-service quality. According
to Jessica (2003) a customer’s overall evaluation and opinion of the level of quality delivered
by the virtual markeiplace can be defined as e-service quality. By having an increased e-
service quality online, it can create and make a company more efficient and attractive in
comparison with other companies and help to reach and accomplish a larger level of customer

satisfaction.

20




According to Daniel (1999) electronic banking is the delivery of banks® information and
services by banks to customers via different delivery platforms that can be used with different
terminal devices such as personal computer and mobile phone with browser or deskiop
software, telephone or digital television. Electronic banking, therefore, could be categorized
into Intemet banking, TV-based banking, and Mobile/Telephone based banking It is a
construct that consists of several distribution channels. Internet banking is the situation where
“customers can access their bank account via the internet using a PC or mobile phone and
web-browser” (Arunachalam and Sivasubramanian, 2007). Internet banking has received
considerable interest from scholars and practitioners as a result of the value and usefulness
customers derive from internet banking, as well as the practical value of implications it offers
marketers. According to Zetthaml et al. (1996) a bank could enhance iis reputation, customer
retention, get new customers and increase financial performance by delivering superior

quality internet banking services to its valued customers.

Many past studies have developed various models for understanding relevant e-service
quality dimensions relevant to intemet banking. Joseph et al. (1999) propose six dimensions
of online banking service quality including: convenience/accuracy, feedback/complaint
management, efficiency, queue management, accessibility and customization. Zeithaml
(2001) contends that attributes of intemnet service quality include: access, ease of navigation,
efficiency, flexibility, reliability, personalization, security, responsiveness, assurance, site
aesthetics and price knowledge. Jun and Cai (2001), in a study of online banking, found thai
web site design, information, ease of use, access, courtesy, responsiveness, and reliability are
significant dimensions that determine service quality. Yoo and Donthu (2001) propose four
dimensions, termed SITEQUAL, that include ease of use, aesthetics design, processing speed
and security. Drawing on many service quality elements identified by Gronroos (1984) and
Parasuraman {1985, 1991), Broderick and Vachirapornpuk (2002) propose a five-dimension
service quality model of internet banking that identifies customer expectation, customer
participation, image and reputation, service encounter and service sefting as significant

determinants of internet banking service quality.

Automated service quality is defined as the customer’s overall evaluation of the excellence of

the provision of services through electronic networks such as the internet, Automated Teller
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Machine (ATM), and telephone banking (Santos 2003). Researches’ relating to especially
ATM service quality realized that, the Automated Teller Machine (ATM) is one iype of
innovation that can mechanically accept deposits, issue withdrawals, transfer funds between
accounts, and collect bills. Tt has altered the relationship between banks and their depositors,
as well as the level of service quality of banking services {Davies & M, 1996); Mcandrews,
2003; Komal & Singh, 2009). Researchers identified secure and convenient location,
adequate number of ATM, user-friendly system, and functionality of ATM. Plays important
role in customers’® satisfaction. While, Joseph & Stone (2003); Mobarek (2007) and Dilijonas,
Sakalauskas, & Simutis, 2009) mentioned that adequate number of ATMSs, convenient and
secure location and user-friendly system, speed, minimum errors, high uptime, cash backup,
cost, and service coverage are essential service quality aspects of ATM service.

Mobile banking may be considered an extension of Internet banking, but with its own unique
characteristics given that a cell phone is used rather than a web browser on a personal
computer (Brown, Cajee, Davies, & Stroebel, 2003). Jun & Cal (2001) identified six
dimensions for online sustems quality: contents, accuracy, ease of use (compatibility, user
friendly, easy login, speed, accessibility, functions ans easy navigation), timelines (up-to-date
information), aesthetics (atiractiveness) and security {privacy and information transaction

safety).

Considering the differences between traditional service quality and e-service, obviously the
SERVQUAL scale is not appropriate for measuring e-service quality. E-service is different
from traditional service, which is based on interactive information flow between customers
and service providers. On the basis of review, it may further be concluded that there is no
consensus among researchers with regard to dimensions service quality. For the purpose of
measurement of service quality of services involving face-to-face interactions between the
service provider and the customer, SERVQUAL scale is most commonly used. But there are
no generally accepted dimensions and no such standard scale for measuring service quality in
case of ATM and mobile banking. Literature on ATM and mobile banking service quality is
conducted in western countries which have different government approach, socio-economic,
industrial and cultural settings. Not much focus is given on developing countries such as
Rwanda, especially in the banking service industry. Studies in the West have limited
applicability to developing countries (Jaganathan, 1998). Therefore, for the purpose of this
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study, ATM and mobile banking service quality atiributes were modified and adapted to the

Rwandan setting.

2.4 Customer Satisfaction

The word satisfaction is a label of aititudes and feelings customers hold about their
experiences with a company (Hill & Allen, 2007 as cited in Kadic, Bengtsson, & Vuniqi,
2011). Customer satisfaction is related to the whole consumption experience, the fulfillment
and terms of pleasure of the service (Grigoroudis & Siskos, 2010). Customer safisfaction is

when an organization meets or exceeds the customer expectations, their needs or wants.

Customer Satisfaction is one of the most important outcomes in the marketing literature. It
serves to link processes culminating purchase and conmsumption with post purchase
phenomena such as aititude change, repeat purchase, and brand loyalty (Surprenant &
Churchill, 1982). This definition is supported by Jamal and Naser (2003) and Mishra (2009 as
cited in Siddigi, 2011). According to Oliver (1980), the customer satisfaction model explains
that when the customers compare their perceptions of actual products/services performance
with the expectations, then the feelings of satisfaction have arisen. Any discrepancies
between the expectations and the performance create the disconfirmation. Oliver (1930)
identified three types of disconfirmation. Positive disconfirmation occurs when
Product/service performance expectations. In this case, the customers are highly satisfied.
Negative disconfirmation occurs when Product/service performance expectations. In this
case, the customers are highly dissatisfied. Zero disconfirmation occurs when Product/service
performance = expectations. Giese & and Cote (2000) identified the following componenis of
satisfaction: customer satisfaction is one kind of response (cognitive or emotional); the
response emphases on a particular focus (product, consumption experience, expectations
etc.); the response occurs at a particular time (afier choice, based on accumnulated experience,

after consumption).
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2.4.1 Outcomes of Customer Satisfaction

In this section the research spotlights on the relevant literature on the concept of satisfaction

and its outcomes (loyalty and retention).
2.4.1.1Customer Loyalty

A loval customer expresses characteristics like, repurchasing, cross-purchasing,
recommendation to other customers and resisting competitive offers (Griffin, 1995). It
implies faithfulness and trust in an organization. Singh & Sirdeshmukh (2000) suggested the
customer loyalty as “the market place currency of the twenty-first century”. Mdubisi (2005)
and Pfeifer (2005) pointed out that the cost of serving a loyal customer is five or six times
less than a new customer. This statement shows the importance of customer loyalty. Walsh et
al. (2003) mentioned that it is better to look after the existing customer before acquiring new
customers. Gee ef al. (2008) stated the advantages of customer loyalty as: the service cost of
a loyal customer is less than new customers; they will pay higher costs for a set of products;

and for a company, a loyal customer will act as a word-of-mouth marketing agent.

According to Foss and Stone {2001), customer loyalty relates to what customers think and do
{or try to do). Most customer loyalty experts would agree that loyalty is best defined as a state
of mind, a set of attitudes, beliefs, desires, eic. Loyalty is developed by approaches which
reinforce and develop a positive state of mind and the associated behaviours. The exchange
of information is one of the keys of loyalty, and provides a crifical bridge between state of
mind and behaviour. Loyal customers are more likely to give information fo the service
provider (because they trust the service provider and expect from the service provider to use
the information with discretion and to their benefits). Managing loyalty is important because
it means not only managing behavior but also managing a state of mind. Garland and Gendall
(2004) supported that a loyal customer uses few banks, the highest likelihood of increasing
business with the main bank, and the lowest probability of defection from that bank
Regression analysis disclosed that aftitude and behaviour were the most important
determinants of the number of banks used. Palmer ef af (2007) suggested that in addition to
measuring repurchase manager should also consider the likelihood of a customer
recommending an organization’s product or service to another customer. The willingness to
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recommend can be seen as a measure of the level of attitudinal customer loyalty. Levesque
and McDougall (1996) pointed out that by increasing loyalty, a bank decreases its servicing
cost (i.e. customers do not open or close their accounts); fulfils customers need and gains

knowledge of financial affairs and has an opportunity to cross-sell existing and new products

and services.
2.4.1.2 Customer retention

Customer retention occnrs when a customer is loyal to a company, a brand, or a specific
product or service, expressing long-term commitment and refusing to purchase from
competitors (Frederick & Thomas, 1996). A company can adopt a number of strategies to
retain ifs customers. Critical imporiance to such strategies is the wider concepis of customer
service, customer relations, and relationship marketing, Companies can build loyalty and
retention through the use of a number of techniques, including database marketing, the issue
of loyalty cards redeemable against a variety of goods or services, preferential discounts, free
gifis, special promotions, newsletiers or magazines, members' clubs, or customized products
in limited editions. It has been argued that customer retention is linked to employee loyalty,

since loyal employees build up long-term relationships with customers.

There are two types of retention ie. direct retention and indirect retention. The direct
retention is based on the cusiomer benefit effect and the indirect retention is based on the
consequence of the knowledge effect (Reichheld & Sasser, 1990). Previous studies have
identified the benefits that customer retention delivers to an organization {Reichheld and
Sasser, 1990; Storbacka et al., 1994). The literatures have found that the costs of customer
retention activities are less than the cost of acquiring new customers. Here we take example
that financial implications of attracting new customers may be five as costly as keeping
existing customers {Rust & Zahorik, 1993).Customer satisfaction and retention are critical for
retail banks because they have an impact on profit (Levesque and McDougall, 1996).
Regarding customer retention, proven concept of operationlization that was applied it
includes the smotional cognitive retention constructs (Liking, identification, commitment,
trust) as well as behavioral intentions (willingness to recommend and repurchase intention)
(Diller, 1997 as cited in Saeed, 2011). A considerable body of research has tested the main
effect of satisfaction on retention {Anderson and Sullivan, 1993; Rucci et al, 1998; Bansal
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and Taylor, 1999; Cronin et al, 2000 as cited in Saeed, 2011). Previous research has generally
found a significant positive effect of satisfaction. So satisfaction is the strongest driver of

customer retention.

2.4.2 Customer Satisfaction, Customer Loyalty and Retention

Bowen and Chen (2001) said that having satisfied customers is not enough, there has to be
extremely satisfied customers. This is because customer satisfaction must lead to customer
loyalty. According to Bansal and Gupta (2001), building customer loyalty is not a choice any
longer with businesses; it’s the only way of building sustainable competitive advantage.
Building loyalty with key customers has become a core marketing objective shared by key
players in all industries catering to business customers. The strategic imperatives for building
a loyal customer base are as: Focus on key customers, Proactively generate high level of
customer satisfaction with every interaction, Anticipate customer needs and respond to them
before the competition does, Build closer ties with customers, Create a value perception”.
Sivadas and Baker-Prewitt (2000) said “there is an increasing recognition that the ultimate
objective of customer satisfaction measurement should be customer loyalty”. Fornell (1992)
said “high customer satisfaction will result in increased loyalty for the firm and that
customers will be less prone to overtures from competition”. This view was also shared by
Anton {1996) who said that “satisfaction is positively associated with repurchase intentions,
likelihood of recommending a product or service, loyalty and profitability”. Thus satisfaction
in itself will not translate into Joyalty. However, satisfaction will foster loyalty to the extent
that it is a prerequisite for maintaining a favourable relative attitude and for recommending

and repurchasing.

According to Storbacka and Lentinen (2001), customer satisfaction is not necessarily a
guarantee of loyalty. They said that in certain industries up to 75% of customers who swiich
providers say that they were ‘satisfied’ or even ‘very satisfied” with the previous provider.
Customers may change providers because of price, or because the competitor is offering new
opportunities, or simply because they want some variation. Satis{action is a measure of how
well a customer’s expectations are met while customer loyalty is a measure of how likely a
customer is 1o repurchase and engage in relationship activities. Loyalty is vulnerable because

even if customers are satisfied with the service they will continue fo defect if they believe

26




they can get better value, convenience or quality elsewhere. Therefore, customer satisfaction

is not an accurate indicator of loyalty.

Satisfaction is 2 necessary but not a sufficient condition of loyalty. In other words, we can
have satisfaction without loyaliy, but it is hard fo have loyalty without satisfaction”. Mcllroy
and Barnett (2000}, “in a business context loyally has come to describe a customer’s
commitment to do business with a particular organisation, purchasing their goods and
services repeatedly, and recommending the services and products to friends and associates”.
Anderson and Jacobsen (2000) said customer lovalty is actually the result of an organisation
creating a benefit for a customer so that they will maintain or increase their purchases from
the organisation. They said that true customer loyalty is created when the cusiomer becomes
an advocate for the organisation, without incentive. Yet the evidence shows that the old rules
of successful and profitable management still hold good: customer retention is stilt a key to

long-term profits, while or the other side of the coin there is a high cost-penalty to low
loyalty.

Indeed, the very fact that customers catt so readily assess the competing services and products
on offer and then so easily make the new purchase does in itself give added weight to the
importance of building strong ties of loyalty with customers”. Bowen and Chen (2001): “It is
commonly known that there is a positive relationship between customer loyalty and
profitability. Today, marketers are seeking information on how to build customer loyalty.
The increased profit comes from reduced marketing costs, increased sales and reduced
operational costs. Finally, loyal customers cost less to serve, in part because they know the
product and require less information. They even serve as part-time employces. Therefore
loyal customers not only require less information themselves, they also serve as an
information source for other customers”. Day (1994) said that the identification and
satisfaction of customer needs leads to improved customer retention. Clark (1997) urged
that: “Customer retention is potentially one of the most powerful weapons that companies can
employ in their fight to gain a strategic advantage and survive in today’s ever-increasing
competifive environment. It is vitally important to understand the factors that impact on

customer retention and the role that it can play in formulating strategies and plans”.

27




2.4.3 Customer satisfaction and service quatity

Service quality and customer satisfaction are two dimensions that strongly belong iogether.
Bernhardt (2003, as cited in Kadic, Bengisson, & Vunigi, 2011) emphasizes the importance
to understand the relationship between service quality and customer satisfaction. The
difference is between customers’ expeciations and the service Ievel they experience. If the
expectations are exceeded, the service quality is high and the customer is very satisfied. ifthe
expectations do not meet customers’ requirements, it results in low perceived quality and the
customer is dissatisfied.

Quality of a service delivery depends on the whole delivery process and the outcome that
result in customer satisfaction or dissatisfaction of the ser-vice. A Study done by Sang &
Seung, (2004) showed that service gquality is significanily associated with customer
satisfaction. Service quality has a positive effect on customer satisfaction and the level of
satisfaction have an influence on customer retention. They emphasized that service quality

leads to customer satisfaction and, forthermore, an increase in customer retention.

Several researchers attempt to find the interrelationships between service quality, customer
satisfaction and customer loyalty in the banking sector. Researchers argue that service quality
and customer satisfaction are the predictors of customer loyalty (Tariq and Moussaoui, 2009,
Han ef al., 2008; Ehigie, 2006 as cited in Siddigi, 2011). Veloutsou et ol (2004) found the
positive relationship among service quality, customer satisfaction and customer loyalty in the
banking sector. Caruana (2000) proposed a meditational model that links the service quality
to the service loyalty via customer satisfaction. Caruana (2000) mwentioned that service
quality, customer satisfaction and service loyalty are related to each other. He applied this
model to the customers of retail banking in Malta. The results proof the above mentioned
relationship. The result confirms that service quality is an important input of customer
satisfaction and depicts 53% of its variance. He stated that management should mainly focus
on customer satisfaction and, of which service quality is an important antecedent. Finally, he
concluded that a better understanding of this model can help managers ensure better targeting
of lirnited marketing resources. Most of the researchers pointed out that there is a positive
relation between the service quality and customer satisfaction and customer satisfaction is

positively related to customer loyalty.
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2.5 Rwandan banking industry

The main missions of the National Bank of Rwanda (WBR) are to ensure and maintain price
stability; to enhance and maintain 2 stable and competitive financial system without any
exclusion; to support Govemment’s general economic policies without prejudice to the first
missions (BNR, 2008). All Financial institutions are subject to supervision and regulation by
the NBR under the Banking Law n° 007/2008 of June 8% 2008 (National Bank of Rwanda,
2008).

According to NBR, the main objective of the financial sector development plan is to facilitate the
access to financial services by the population. This objective will be achieved by the expansion of
the banking agencies network and the licensing of new banks. On the 1st August 2012, the
Rwandan banking secior was made up of fourteen (14) banks: Bangue de Kigali (BK),
Banque Rwandaise de Développement (BRD), FINA Bank Rwanda, Compagnie Générale de
Banque (COGEBANQUE), Banque Commerciale du Rwanda (BCR), ECOBANK
RWANDA, Urwego Opporiunity Bank (UOB), ACCESS BANK Limited, Banque Populaire
du Rwanda Limited, Kenva Commercial Bank (KCB), ZIGAMA C88, UNGUKA BANK,
AGASEKE BANK and EQUITY BANK.

2.5.1 E-banking in Rwanda

Banking industry in Rwanda is among the leading sectors in adopting and utilizing the
imternet. Banks have started to offer ebanking services to their sustomers by infroducing new
delivery channels for traditional products and services, namely ATMs, Mobile Banking and
Internet Banking. Banque Populaire du Rwanda (BPR) has heavily invested in electronic
banking. In July 2010, the bank had 3 ATMs and 1,500 ATM cards i the market. One year
later, it had 43 functioning ATMs and 68,000 ATM cards (Bosco, 2011). Now, the Bank has
77 functioning ATMs around the countrv and over 100,000 customters using its mobile
banking platform.

The most capitalised bank 1n Rwanda, Bank of Kigali, has also invested in technology. The
bank now offers a range of products in electronic banking. These range from card based
banking services, internet and mebile banking. Se far, the Bank has 26 ATM machines, a
total of 800 customers on miernet banking and over 31,000 people using mobile banking
(The Chronicle's Econtomic Desk, 2011). Equally, oitier banks such as Commercial Bank of
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Rwanda (BCR), COGEBANQUE, ECOBANK, KCB Rwanda, Fina Bank, etc, are also

adopting the technology to enhance ebanking services to their customers
2.5.1.1 Card based payments system

Regarding the card based payment system, in 2011 ithe banks coniinued o issue payment
cards and RSwitch {former SIMTEL) as a commen platform ensured that the infrastructure is
interoperable. On one hand, RSwiich continued to issue to banks proprietary cards. On the
other hand, several initiatives were taken by banks in order fo provide elecironic banking
services to {heir clients More efforis have been put on improving ATMs up time which
increased from 58% in January2011 to 85% in December 2011. The ATMs fransactions have
increased significantly as weil. The number of ATMSs has doubled (from 98 to 168) and the
number of POS has tripled (from 99 to 298} from 2010 to 2011, The number of payment
cards has increased five times compared to the year 2010. In order to promote the cards usage
on POS (Point of Sales), the merchanis were trained and the surcharges (fees or other charge
that is added to the cost of a good or service for having used a card on POS) were prohibited
(National Bank of Rwanda, 2011). Additionally, concerted effort was put on the
interoperability of the ATMs. 81% of ATMs were interoperable using domestic cards.
Regarding international acquiring, 59 ATMs and 202 POS were accepting international VISA
cards and 71 POS accepted prepaid cards (ZIPP cards). Some banks are negotiating with
different international payment card service providers io ensure ali international cards are

accepted on Rwanda payment terminals (Mational Bank of Rwanda, 201 1).
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T'able 2.1: Evolution of Card based payments system

Instruments 2010 2011
Number of Automated Teller Machines (ATMs og 162
Number of Point of Sale (POS) terminals 99 298
Number of debit cards 41377 208,767
Number of credit cards 172 526
Number of prepaid cards 0 3,270
Number of transactions

Debit cards 393,088 1,933 811
Credit cards 20,036 42 545
Transactions on POS 38,440
Value settled (Rwandan francs millions)

Debit cards 26,983 117,838
Credit cards 2.897 4,698
Balance on prepaid cards - 73
Transactions on POS - 6,438

Source: BNR, Annual report 2011

2.5.1.2 Electronic payments and money transfer services

In a bid to attain financial inclusion, in 2010, the NBR opened up for nonbank based mobile
payment solutions to be rolled out on the market. In 2011 TIGO RWANDA joined MTN
Rwanda to provide mobile payment services and was fully licensed to operate the “TIGO
Cash.” Moreover, seven financial institutions were providing mobile banking solutions on an
intra-bank basis as well. In the domain of remittances, other three companies have been

licensed as money transfer services providers bringing the total number to 12 companies.

[able 2.2: Electronic payments statistics Jan — Dec 201 |

Number of | Agents/ | Subscribers | Number of | Value (Million
providers | Branches transactions | RWF)
Mobile 2 1,387 639,673 697,497 7,955
payments
Mobile banking 7 215 155986 527,300 3,215
Internet banking 2 1,493 708

Source; BNR, Annual report 2011.

2.5.1.3 Visa Partnership

An important partnership between Visa inc. and the Government of Rwanda was signed in
November 2011 aiming at developing localized payment solutions to extend access to

financial services to local and international consumers throughout the country. This
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partnerstup covers 3 areas (National Bank of Rwanda, 2011) Lay the Foundations for
Electronic Payments—Install the basic infrastructure requirements to enable country-wide use
of electronic payments, including: facilitating the widespread issuance and acceptance of
payment cards; and localizing clearing and seittement services. Promote Electronic Payments
Innovation—Enable Rwanda to take advaniage of mobile phome technologies to reach
Rwandans who are under-served by traditional payments infrastructure. Capacity Building—
Develop training programs and facilitates knowledge-transfer in order to ensure the long-term

sustainability of financial systems throughout the country.

2.5.2 BPR E-channels

To facilitate customers in execuiing their financial needs and to follow through with BPR’s
more modemn image, BPR Lid has put in place new modem banking tools, like ATMs and
BPR Mobile Banking. With over a million clients, BPR is focusing on improving its services
in modem paymeni iechnology going forward. BPR was the first bank to offer mobile
banking services and card-less cash withdrawals from ATM’s. The product is called 171 cash
and enables people that do not have a bank account to withdraw money from the ATM
without a debit card. This new service launched in November 2011, allows BPR mobile

banking users to transfer money o none account{ bolders, who withdraw it from a BPR ATM.

BPR Mobile banking

With BPR Mobile Banking, customers are able to carry out all sorts of banking and payments
services from their own home, workplace or on the-go. BPR has launched a branch and
customer support Call Centre as well, enabling customers to get customer service via the
telephone as well (Banque Poputaire du Rwanda, 2012). BPR Mobile Banking was launched
in September 2010 and has today over 110,000 users. Transactions that can be done using
this service include: check your account balance, get a mini-statement, transfer money to
other BPR accoumnts, purchase eleciricity, top up airtime{MTIN or TIGO), pay your postpaid
phone bills (MTN), pay Star times TV, Pay DSTV, get Salary SMS alerts and Order for a
cheque book.
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Auntomated Teller Machines (ATMs)

BPR branch network has been further supporied by a large increase in the mumber of ATM s,
which amounied {0 65 at the end of 2011 (Bangue Populaire du rwanda, 2012). Curvently,
BPR has over 95 ATMs around the country with a target of 120 ATMs by the end of 2012.

ATMs services allow customers 1o spend jess time at the bank and more time attending to

their other daily business matters or personal interests.
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CHAPTER THRE:
RESEARCH METHOBOLOGY

3.0 Introduction

This chapter describes the methodological approach and techniques used in carrying out this
study. It gives details on how the research was conducted and describes the reseach design,
the populafion of the study and sampling techniques, data collection and analysis methods,

quality control, limitations of the sindy as well as ethical considerations,

3.1 Research design

Exploratory, descriptive, cross-sectionai and correlational sindies were used in this study.
Exploratory and descriptive studies are appropriate when doing survey. For the pumose of
this study, the researcher has used exploratory and descriptive studies since survey
questionnaires were used. This study is aiso cross-seciional becanse it is carried out at one
point in tine only. Since this study focuses on the e-banking services and customer
satisfaction, it is correlational in nature.

Both qualitative and guaniitative techniques are applied in exploratory research. On one hand,
words were used in explaining and describing data, which makes #t a qualitative research. On
the other hand some numerical data will be collected and analyzed such as the number of
customers who are safisfied and those who are not satisfied with electronic banking services
quality. With this study we want to undesstand BPR customers that use e-banking and
analyze their level of satisfaction or dissatisfaction with the offered online services. To find
new insights the researcher described, analyzed, and explained to fulfill the purpose of the
study.

3.2 Population and Sampling

According to Zikmund (2003, p. 369} a population is any complete group of people,
companies, hospitals, stores, college students or the like that share some set of characteristics
and have the answers to your research questions. The sampling technique is to selest

representative elements from the totat population in registered commercial banks in Rwanda.
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3.2.1 Target popuiation

The target population of this study consists of 7,000 users of ebanking services (ATM and
Mbanking) of BPR Ltd, at the Main Branch (this is because this was the headquarter area of
the bank) located in Kigali City, Nyarugenge Districy as of March, 2012. BPR Lid was
selected because it is the most popular commercial Bank in Rwanda with 191 branches, over
1.3 million clients and more customers using ebanking services (over 100,000} (Rwembeho,

2012),
3.2.2 Sample Size

Out of 7,000 ebanking services users, a sample size of 400 respondents was selected. In
selecting the 400 respondents, a simple random sampling method was used to obtain the
required respondents. A significance level of 0.05 was chosen. The researcher used the table
developed by Krejcie and Morgan to arrive at the sample size (Krejete & Daryte, 1970, p.
608).

3.2.3 Sampling Techniques

The simple random sampling technique was adopted to conduct survey in this study. The
sample selected was designed to obtain adequate and diverse views pertaining to e-banking

usage and the level of customer satisfaction.

3.3 Data collection

Data is often collected from a variety of different sources (Saunders, Lewis, & Thormhill,
2003). The researcher used both the primary and secondary data in the study. The primary
data were collected by the researcher through the use of questionnaire while the secondary
data were collected from the literature, aca:dérnic books, websites, and scientific articles,
reports, etc. The research questionnaire was designed based on research questions and frame

of reference. The questionnaire design was pre-tested and redesigned.

35




3.3.1 Instrumentation

According to many scholars, in the use of survey sirategy, the main instruments used are self
administered/interviewer, administered or  struclured/unsiructured  interviews and
questionnaires or a combination of both (Saunders ef al., 2000; Cooper & Schindler, 2006;
and Malhotra, 2007). They further agree that, generally, the questionnaire can be wsed for
descriptive or explanatory study, and must have a good layout, unambiguous questions,
complete items, non-offensive but relevant items, logical arrangements of items, and the
ability to elicit willingness to answer in respondenis.

As a result, in this study, a self-administered, structured questionnaire was used to collect
data from respondents. The survey questionnaire consisted of three sections. The first section
focused on the respondent’s identification. The identification variables included: age, gender,
occupation, level of education and experience with BPR 14d. The second section focused on
e-banking services usage and the level of satisfaction of respondents. Respondents were
asked to rate their level of satisfaction with ATMs and Mobile banking services using a the
following scale: Very unsatisfied (1} Unsatisfied (2), Neither Satisfied nor Unsatisfied (3),
Satisfied (4) and Very satisfied (5). The last section focused on the item that measures the
overall satisfaction (dependent variable) with the e-banking services (independent variables),
their likelihood o swicth to other banking institutions and whether they would recommend

BPR Lid to others.

3.3.2 Research procedure

The primary data were got from research questionnaire as data coltection mstrument because
of its cost effectiveness in a survey invelving literate respondents. Firstly, the researcher
requested for an introduction letter from Kampala International University office to be
addressed to the management of BPR Ltd for the reseacher to be permitted to collect data.
The questionnaire was administered to the target sample through personal contact by the
researcher. Informed consent information, which is a document that explains the purpose of
the questionnaire and assures respondents of anonymity and confidentiality, was attached to
the questionnaire for the respondents. All questionnaires retrieved were checked to ensure

they are completely filled out. The data gathered was organised, collated, summarised,
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statistically treated and drafied in tables, graphs, charts, etc, using apppropiiate programs
(SPSS, Microsoft Excel and other operating systemns).

3.4. Quality Conireil

Scientific methodofogy needs 1o possess the characteristic of credibility in terms of validity

and reliability, which are impostant at every stage of the research work.

3.4.1 Validity

Validity refers to whether the findings are reaily about what they appear t be about
(Saunders, Lewis, & Thomhill, 2003). Different steps were taker o ensure the validity of the
study: data was collected from the reliable sources, from respondenis who use e-banking
services, namely ATMs and mobile banking; the survey questions were made based on
literature review and frame of reference to ensure the validity of the results; the questionnaire
was given fo the supervisor of this reseach and other senior academic staff who are gave
feedback to imptove the questionnaire; the questionnaire has been pre-tested by ten persons
before starting the survey; data has been collected through three wesks, within this period of
time no major event has been changed with the related topic. Finally, the questionnaire was
translated in French and Kinyarwanda languages to avoid any misunderstanding or

misinterpretation.

To ensure validity, 2 content validity index was computed and items on the questionnaire

purified and a CVI of 0.75 was got.

3.4.2 Relinbility

According to Saunders et al. (2003), reliability refers to whether a measurement instrument is
able to yield consistent results eachtime it is applied. In this study since the reliability of the
research instrument has been examined in previously validated studies, it was deemed
reliable for this study. The questionnaire was used as a research instrument and {o minimize
the errors in the research study, simple language and siuple words have used in the
questionnaire. All the theories chosen for the study were discussed clearly and research

questions were constructed on prior theories.
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3.5 Data Analysis

Processing and analyzing data involves a number of closely related operations which are
performed with the purpose of summarizing the cotlected data and organizing these in a
manner that they answer the research questions/objectives (Kumar, 2005). The data
processing operations include editing: a process of examining the collected raw data to detect
errors and omissions and to corvect these when possible. Editing is the first step in processing
raw data after it has been collected. This process of editing is also called cleaning and the
focus thereof is to ensure that the data is free from inconsistencies and incompleteness.
Classification; a process of arranging data in groups or classes on the basis of common
characteristics and the nature of phenomenon involved. Tabulation: the process of
summarizing raw data and displaying the same in compact form for further analysis. It is an
orderly arrangement of data in columns and rows.

The study used descriptive statistics in analyzing the data, such as the simple frequencies,
percentages, means, correlations of variables, and sums. These would be presented in tables
and charts. Descriptive statistics allowed the researcher to present the data m a more

meaningful way for simpler interpretation.

3.6 Ethical Considerations

3.6.1 Privacy and Confidentialhity

To ensure confidentiality of information provided by the respondents and to ascertain the
practice of ethics in this study, the respondents were coded instead of reflecting thelr names

to provide anonymity. All the information got from the respondents was handled with high

level of Privacy and confidentiality and was not used for other purpose than academic.

3.6.2 Anonymity

The survey was completely anonymouvs and no identifying information was reported in this
study report. In any sort of report that might be published, no mformation was used that
would make possible to identify the participants in this study.
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3.6.3 Researcher’s Respounsibility

In this study, all authors quoted are acknowledged through ciiations and referencing. The
researcher futher assured the management of BPR Lid that the Bank will not be harmed by
the participation in the survey. The researcher was careful with all ethical issues throughout

the research process.
3.6.4 Informed Consent

The respondents were informed about the objeciives and purpose of the siudy as well as the
privacy and confidentiality of the information they were provided and requested to sign in the

informed consent form.

3.7 Limitations

From the limitations perspective, the researcher claimed an aceepiable 5% margin of error in
view of the following threats fo validity with relevance to study: Instrumentation: the
research instrument is not standardised. A validity and refiability test was used to produce a
credible research toool. (i) Extranecus variabies: the researcher did have control over the
extraneous variables such as honesty of the respondents and personal biases. For
untruthfulness where some of the respondents are expected to say the truth, the researcher
probed the responses further to establish the truth when it deemed necessary. The personal
biases were also avoided by the researcher. Attrition: not all questionnaires were retumed
completely answered or even retrieved back due to circumstances on the part of the
respondents such as sickness, travel and refusal to participate. In anticipation to this, the
reseracher reserved more respondents by exceeding the minimum sample size. The
respondents were also reminded not to leave any items in the questionnaire unanswered and

were closely followed up as to date of retrieval. The retrieval rate of questionnaires was 92%.
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CHAPTER FOUR:
DATA ANALYSIS AND PRESENTATION OF FINDINGS

4.0 Introduciion

In this chapter, the researcher presents, anafyses and intreprets the findings of the study. The
presentation in this chapter shows the results accoding to the objectives of the study. The
chapter begins with the description of the sample using frequency tabulations, percentages,
charts and graphs. This is followed by iabulations of variables that directly capiured the
objectives. Data consists of the gathered data from the questionnaire. Totally there were 400
questionnaires collected and 32 questionnaires were not completed and were excluded.
Totally 368 questionnaires were considered for this study, representing a response rate of
92%. Though the questionnaire covered various issues, only the relevant findings are reported

here below,

4.1 Profile of the respondents

The tables below presents the 368 completed questionnaires that will be used for the analysis.
First we present the respondents by age, gender, occupation, education level and their

experience with BPR Lid.

Table 4.1 Respondents’ age

Age group Frequency Poercent
Valid under 20 16 4.3
20-29 130 31.0
30-39 96 26.1
40-49 64 1.4
50-59 48 13.6
More than 60 3 22
Total 368 100.9

Source: Primary Data

This table shows the respondenis’ age group. 37% represents respondenis between 20-29
years old, 26% represents respondents between 30-39 years age bracket, 17.4 % represents
respondents between 40-49 years, 16% represents respondedents less than 20 years old, 13%
represents respondedents between 50-59 years old and 8% represents respondents having
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more than 60 vears old. Thus, as it can be seen most of respondents are youug, meaning that

they adopt ebanking services faster than old persons.

4.2.2 Respondent' s Geader
Table 4.2: Respondents’s Gender

Frequency Percent
Valid Female 136 37.0
Male 232 63.0
Total 368 180.0

Source: Primary Data

This table above shows the gender of the respondenis. Men represents 63% of the

respondents and 37% ase women. The researcher got a higher frequency of men with a {otal

103 respondents and 75 women which we believe is a good distribution between the sexes.

Table 4.3: Respondent's occupation

Frequency Percent

Valid wemployed 16 43
Employed 176 47.8
self-emplyed 128 34.8

Student 48 13.0

Total 368 100.0

Source: Primary Data

In the survey it was reveated further that 47% of the respondenis were employed, 34.8% were

self-emplyed while 14% are unsmployed. The number of students represents 16%. These set

of people was captured in the study thus making the sample present a fair representation of

the population under study.

Table 4.4: Respondent's level of Education

Frequency Percent
Valid Other 8 22
Primary 32 8.7
Secondary 120 326
University 208 56.5
Total 358 19,0

Source: Primary Data
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Question 4 of the questionnaire asked about the level of education of the respondents. The
resulis above show that 56.5% represents university level followed by secondary education
level with a percenfage of 32.6%, while 8.7% represents primary education level. Other

levels of education represent 3% and this include master’s and Phb holders.

Table 4.5: Respondent'’s Experience with BPR Ltd

Valid Cumulative
Frequency Percent Percent Percent
Velid One year a8 239 239 239
One to three years 160 43.5 43.5 674
Three to eight years 4% 130 130 80.4
More than eight years 72 19.6 19.6 160.0
Total 368 1000 100.0

Source: Primary Data

Question 5 of the questionnaire asked about the experience of the respondents with BPR Lid.
The results in Table above, teveals that most the respondents have an exeperience between
one and three vears followed by those with one year of experience with the Bank (23.9%).

19.6% have more that 8 years and 48 respondents have an experience between 3-8 years with

BPR Lid.
Table 4.6: Ebanking services used

Frequency Percent
Valid il use ATM only 8 22
I use Both services 360 97.2
Total 368 1069

Seurce: Primary Daia

As for the question 1o know whether the respondents are aware of ebanking services offered
by BPR Lid, all respondentis vevealed that they are aware of them, specifically ATM and
Mobile Banking. With reference to the table above, the results show that 97.8% of ihe
respondents use both services and 2.2% (8 respondents) use only ATM Banking.
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Table 4.7: Experince with ebanking services

Frequency Percent
Valid Less than 6 months 72 19.6
I year 176 47.8
1-2 years 104 28.3
More than 2 years 16 43
Total 363 100.0

Source: Primary Data

Question 8 of the questionnaire asked about how long the respondents have been using ATM
and Mobile banking services and the results show that 47.8% of the respondents have been
using both services for 1 year, 28.3% for 1-2 years followed by 19.6% for less than 6 months

and 4.3% for more than 2 years.
Table 4.8: Visits before the introduction of ebanking

Frequency Percant
Valid Rarely 32 8.7
Frequently 192 522
Very frequently 144 39.1
Total 368 100.0

Source: Primary Data

The table shows that 52.2% of the respondents frequently visited the bank for transaction
before the introduction of ebanking, 39.1% very frequently and 8.7% rarely. It is expected
that introduction of electronic banking products and services will go a long way in
significantly reducing number of visits to the banks.

Table 4.9: Visits after the introduction of ebanking

Frequency Percent
Valid Never 9 22
Once 144 39.1
Twice 87 239
Thrice or more 128 348
Total 362 100.0

Source: Primary Data

The results in the table above show that 39.1% of the respondents visit their Bank Branch at

least once in a month, 34.8% thrice or more in month and 23.9% of the respondents visit their
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Bank twice in a month. 8% of the respondents never visit their Bank for transaction after the

introduction of ebanking services.

One of the implications of elecironic banking is that it should reduce the need 1o visit bank
branches. In fact, the electronic banking delivery channels are offen considered as poteniial
substitutes for brick and mortar bank branches. However, conirary to expectations, the survey
resulis indicated that 39.1% of the respondents visit their bank branch at least once every
month. This would indicate that consumers of banking services in Rwanda still find #t useful
to visit their bank branches regularly every month to perform some banking fransactions.

Table 4.10: Importance of employees

Frequency Percent
Valid Very important 144 39.1
Important 217 587
Not important 7 20
Total 368 160.0

Source: Primary Data

From the table above, 58% of the sampled respondenis indicaied that they find human tellers
important and 39.1% of the respondents indicated that they still very important and 7 (2%)
respondents indicated that human tellers are not important after the introduction of ebanking
services. This would indicate that bank customers in Rwanda do quite value the importance
of the personal touch in banking services. In fact, many customers prefes coming physically

to the bank to make inquiries instead of using telecommunication means.

4.2 Customers’ view of their overall e-serviee guality with ATM banking

Table 4.11: Use of ATM

Frequency Percent
Valid everyday 16 43
At least weekly 112 304
At least monthly 169 43.5
Less than once 2 month 80 21.7
Total 368 100.0

Source: Primary Data
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Question 12 of the questionnaire asked how often respondents use ATM Banking. The resulis
reveal that majority of the respondenis (43.5%) perform ATM services at least monthly and
30.4% use ATM at least weekly. 21.7% of respondents use it less than once in a month and

16 respondents use it evervday.
Table 4.12: Reason of choosing ATRd

Feeguency Pereent
Valid To avoid queue 200 34.3
Avoid needlessly cartyiag cash 56 152
Make transactions dusing nonbanking hours 112 30.4
Tatal 368 100.0

Source: Primary Data

Question 14 asked respondents to prioritize the reasons for using ATM in order of their
importance. The results show that the majority of the respondents use ATM services to avoid

queue (54%), 30% to make transactions during nonbanking hours and 15% to avoid

needlessly carrying cash.
Table 4.13: Cash availability in ATRS
Trequency Percent
Valid Unsatis{ied 16 43
Weither sutiffed nor unmsalisfed 120 3246
Satisfied 208 36.5
Very satisfied 24 6.3
Total 368 100.0

Seurce: Primary Data

From the table above, it can be seen that most respondents are satisfied with cash availability
inATMs (56.5%) while 32.6% of respondents are neither satisfied nor dissatisfied. 6.5% of

respondents are very satisfied and 4.3% are dissatisfied.

Table 4.14: Adeguate number of ATMs

Freguency Percent
Valid Very unsatisfied 16 4.3
Unsatisfied 8 2.2
Neither satified nor unsatisfied 88 239
Satisfied 248 674
Very satisfied 8 2.2
Total 368 100.0
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Source: Primary Data

The results in the table above show that respondents are satisfied with the adequate number

of ATMs (67.4%). In addition, 23.9% of the respondents are neither satified nor unsatisfied

while 4.3% are very unsatisfied.
Table 4.15: Cash withdrawal limit per day

Frequenoy Percent
Valid Very unsatisfied 3 22
Unsatisfied 24 6.5
Neither satified nor unsatisfied 80 217
Satisfied 232 63.0
Very satisfied 24 6.3
Total 368 100.0

Source: Primary Data

The above table indicates that 63% of the respondenis that use ATM services are satisfied
with the Cash withdrawal limit per day of RWTF 150.000. 21.7% of the respondents are

neutral (neither satified nor unsatisfied) and 6.5% of the respondents are dissatisfied.

Table 4.16: Secure and convenient focation of ATMs

Frequency Percent
Valid Unsatisfied 3 22
Neither satified nor unsatishicd 56 15.2
Satisfied 240 63.2
Very satisfied 64 17.4
Total 368 100.0

Source: Primary Data

The table shows that 65.2% admitted that they are satisfied with secure and comvemient

location of ATMs, 17.4% are very satisfied and 15.2% are neither satified nor unsatisfied.

Table 4.17: User friendly system

Frequency Percent
Valid Unsatisfied 24 6.5
Neither satified nor unsalisiied 120 326
Satisfied 184 50.0
Very satisfied 40 10.9
Total 368 100.0
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Seurce: Primary Data

This table shows if the ATMs are easy to use. The resulis show that 50% are satisfied with
this statement, 32.6% ave neither dissatisfied neor satisfied with this stalement and 10.9% are

very satisfied. 6.5% are dissatisfied.

Table 4.18: Security of use

Frequency Percent
Valid Unsatisfied 48 130
Neither satified nor unsatisfied 144 391
Satisfied 144 39.1
Very satisfied 32 87
Total 368 100.0

Source: Primary Data

From the table above, it can be observed that respondents are not guite assured about the
security to use ATM services. 39.1% are neither dissatisfied nor satisfied and those satisfied

represent also 39.1%. Respondents which are not satisfied with this statement represent 13%.

Table 4 19: Minipunn errovs

Frequency Percent
Valid Very unsatisfied 16 4.3
Neither satified nor unsatisfied 20 217
Satisfied 256 69.6
Very satisfied 16 4.3
Totat 363 160.0

Seurce: Primary Data

The question asked respondents to indicate the exient to which they ase satisfied or
dissatisfied with ATM minimum errors. The resulis revealed that greater proportion (69.6%)
of the respondents are satisfied with this statement while 21.7% are neither dissatisfied nor

satisfied.
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Table 4.20: Overall satisfuction with ATM Banking

l Frequency Percent
Valid Neither satified nor unsatisfied 104 283
Satisfied 248 67.4
Very satisfied 16 4.3
Total 368 100.0

Source: Primary Data

This chart shows the overall satisfaction with ATM banking. 4.3% are very satisfied with this
statement, 67.4% ave satisfied and 28.3% are neither dissatisfied nor satisfied. Mone of the
respondents was dissatified with this statement. Satisfied and very satisfied show a high
percentage followed by neither dissatisfied nor satisfied with 104 respondents who could not

choose any option.

4.3 Customers’ view of theiy overall e-service quality with Mobile banking

Table 4.21: Security of tramsactions

Frequency Parcent
Valid Unsatisfied 16 4.3
Weither satified nor unsatisfied 95 26.1
Satisfied 232 63.0
Very satisfied 16 4.3
Total 360 978
Missing System 8 22
Total 368 160.0

Source: Primary Data

The table shows customers opitions on the security of transactions with mabile banking. 63%
are satisfied with the assurance of security by BPR Ltd, 26.1% are neither dissatisfied nor
satisfied, 4.3% are dissatisfied and 4.3% are very satisfied. Very high percentages of the
respondents are satisfied with the security of transaction. We cait also notice the percentage
of those neutral is also significant. This factor is crucial in online banking and should be a

priority because clients need to feel secure in order to use the ebanking services.
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Table 4.22: Ability to get account balance

[ Frequency Percent
Valid Neither satified nor unsatisfied 8 22
Satisfied 320 87.0
Very satisfied 32 8.7
Total 360 97.8
Missing System 8 22
Total 368 100.0
Source: Primary Data

From the table above, it can be observed that respondents are quite satisfied with the ability
to check the account balance. 87, 8.7 are satisfied, 8.7% are very are satisfied and 2.2% are
neither dissatisfied nor satisfied.

Table 4.23: Ability to pay bills

Frequency Percent
Valid Unsatisfied 8 22
Neither satified nor unsatisfied 24 6.5
Satisfied 312 84.8
Very satisfied 16 43
Total 360 97.8
Missing System 8 22
Total 368 100.0

Source: Primary Data

As regards tthe ability to pay bills with mbanking, the results indicate that 84.8% are very
satisfied, 4.3% are very satisfied, 6.5% are neither satified nor unsatisfied and 2.2% are
dissatisfied. Here we notice that the big proportion of the respondents is satisfied with this

statement.
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Table 4.24: Abilitv i transfer funds

Frequency Percent
Valid Unsatisfied 16 4.3
Neither satified nor unsatisfied 24 6.5
Satisfied 264 717
Very satisfied 36 15.2
Total 360 97.8
Missing System 8 22
Total 368 100.0

Souyce: Primary Data

Resulfs in the table reveal that majority of the respondenis in this study are satisfied with the
ability to transfer funds by mobile banking (71.7%) end 15.2% ave very satisfied. A smaller
proportion of the sample 6.5% is neither satified nor unsatisfied while 4.3% of respondents

are dissatisfied.

Table 4.25: Ability to check fraensaction history

Frequency Percenl
Valid Very unsatisfied 8 22
Neither satified not unsatisfied 36 15.2
Satisfied 224 60.9
Very satisfied 2 19.6
Total 360 97.8
Missing System 8 22
Total 368 100.0

Source: Primary Data

From the table above, results show that majority of the respondents in this study are satisfied
with the ability to check transaction history with mabile banking (60.9%) and 19.6% are very
satisfied. A smaller proportion of the sample 15.2% is neither satified nor unsatisfied while

2.2% of respondents are dissatisfied.
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Table 4.26: Mbanking customer support

Frequency Percent
Valid Unsatisfied 16 4.3
Neither satified nor unsatisfied 104 283
Satisfied 176 47.8
Very satisfied 64 174
Total 360 978
Missing System 8 22
Total 368 100.0

Source: Primary Data

The table above shows the opinions of the customers about Mobile banking customer support.
47.8% are satisfied, 17.4% of the respondenis are very satisfied while 28.3% are neither

satisfied nor dissatisfied. In addition, 4.3% of the respondents are dissatisfied the statement.

Table 4.27: Ability to use it

Freguency Percent
Valid Unsatisfied 16 43
Neither safified nor vusatisfied 33 239
Satisfied 208 56,5
Very satistied 48 13.0
Total 350 97.8
Missing System 8 2.2
Total 368 160.0

Source: Primary Data

With reference 1o the table above, most of the respondents are satisfied with their ability to
use mobile banking features. 56.5% are satisfied, 13.0% are very satisfied and 23.9% are

neither satisfied nor dissafisfied with this statement.

Table 4.28: Easy accessibility

Frequency Percent
Valid Very unsatisfied 8 22
Neither satified nor unsatisfied 120 326
Satisfled 192 522
Very satisfied 40 10.9
Total 360 97.8
Missing System tH 22
Total 368 100.0

Source: Primary Daia
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The results of the study showed that most of the respondents have easily access to Mobile
banking services. 52.2% are satisfied while 32.6% are neither satisfied nor dissatisfied.
10.9% of the respondents are very satisfied. A very low percentage of the res-pondents are
dissatisfied and the high percentage indicates that custoimners are satisfied with the statement.
Table 4.29: Cost of use of Mbanking service

Frequency Pegeest
Valid Very unsatisfied 128 34.8
Unsatisfiod 72 196
Neither satified nor unsatisfied 96 26.1
Satisticd 56 15.2
Very satisfied 5 22
Total 360 97.8
Missing, System 8 22
Total 368 100.0

Source: Primary Data

When asked how they perceived Mobile banking in terms of costs, majotity of the customers
perceived Mobile banking as costly and though very dissatisfied (34.3%). 19. &% of the
respondents are unsatisfied while 26.1% are neither satisfied nor dissatisfied. 15.2% indicated

that Mobile banking services are cheap (satisfied) while 2.2% are very satisfied.

Table 4.30: Mbanking service overoll satisfaction

Frequency Parcent
Valid Unsatisfied 16 43
WNeither satificd nor unsatisfied 30 217
Satisfied 256 69.6
Very satisfied 8 22
Total 360 97.8
Missing System 8 22
Total 368 160.0

Source: Primary Data

As it can be observed in the table above, most of the respondents are satisfied with Mbanking
sevice (69.6%), 21.7% are neither satisfied nor dissaisfied while 4.3% are unsatisfied. It can
be seen that a bigger proportion of the respondents is satisfied with the overall mobile

banking service.
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Table 4.31: Customer satistaction with ebanking services

Frequency Percent
Valid Unsatisfied 8 22
Neither satified nor unsatisfied it} 217
Satified 232 630
Very Satisfied 48 13.0
Tota 363 100.0

Source: Primary Data

This table shows the overall satisfaction with ebanking services. 63% of the respondents are
satisfied, 21.7% neutral and 13% vevealed that they are very satisfied with ebanking services.
This question is based on general opinions about the service delivery where the respondents
should not {ake deiails info consideration. The question is very important since it can reflect

back on the other statements and explain how much of the overall satisfaction can be linked

to other details/features,

Indeed, only “very satisfied” customers will recommend the Bank and will create delight

which will then lead to repurchases. BPR Litd, with 63% of satisfied customers and 13% very

satisfied, is on the good path to reach customer loyalty.

Table 4.32: Switch fo other banks

Freguenigy Percent
Valid Very unlikely 32 3.7
Unlikely 30 21.7
Weither likely nor unlikely 184 50.0
Likely 56 152
Very likely 16 43
Total 368 100.0

Source: Primary Data

As regards the lLikelyhood 1o switch to other banks, the resulis reveal that 50% of the

respondents are neither likely nor unlikely 1o switch to other banks while 15.2% are likely.

21.7% are unlikely and 8.7% very unlikely.
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Table 4.33: Recommending BPR io others

( Frequency Percent
Valid Very unltkely 8 22
Unlikely 24 6.3
Meither Likely nor unlikely 192 522
Likely 104 283
Very likely 40 109
Total 368 100.0

Source: Primary Data

Question 22 asked how likely is it customers would recommend BPR Lid to friends, relatives
and associated. The resulis in the table zbove show that only 28.3% of the sampled
respondents in the study would recommend others to BPR Lid and 10.9% are very likely.
Mojority of the respondents are neither likely nor untikely to recommend the Bank (52.2%),

6.5% are unlikely and 2.2% are very unlikely to recommend it to other persons.

Table 4.34: Improvement in service quadity

Frequency Percent
Valid Beiter custonter service 256 69.6
Increase i number of ATMs 32 8.7
Increase of security 30 217
Total 363 1000

Source: Primary Data

Most of the respondent of the survey indicated that BPR Lid needs to improve service quality
by a better customer service (69.6%), increase in the number of ATMs and the increase of
security of using e-banking services. As for other comments from respondents, they
recommended that BPR Lid should get deposii ATMs, increase of the withdrawal limit per
day as well as the increase of the number of human tellers since csutomers have not fully

adopted ebanking services.

The Pearson (r) correlations were used to examine the nature of the refationships between the

variables in the study (table 4.35 below).
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Table 4.35: Relationships between the Variables

i. Customer satisfachion ATM banking
Mohile banking service

Customer satisfaction 1 543 491

Mobile banking scrvice 543 1 353

ATM banking 491 353 1

Source: Primary Data

Mebile banking service and cusiomer satisfaction: The results revealed that mobile
banking service can improve Customer satisfaction by around 34.3%. These results show that
the better mobile banking service is offered, the more the customer will be confented,

satisfied and pleased with the services of the bank (BPR Lid).

ATM Banking and custemer satisfaction: The resulis reveated that ATM banking is
positively related to customer satisfaction {r =491 #F  p< 1), These results show that the
moment customers perceive that ATM services that the bank is supposed to offer is quite

good, the more the customers wilt be satisfied with the bank services.
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CHAPTER FIVE:

SUMBMARY, CONCLUSION AND RECOMMENDATIONS
5.0 Infroduction

This chapter summaries the siudy and fis main findings, discusses the implications of the

findings, and makes appropriate recommendations.

4.1 Summary of the study

The main purpose of this study was to assess the level of ebanking services and customers’
satisfaction in the Rwandan Banking Industry, with a focus on Bank Populaire of Rwanda
(BPR Litd). Specifically, it sought to evaluate the level of ebanking services usage by BPR
customers, to determine BPR customers’ view of their overall e-service quality with ATM
and Mobile banking services and to analyze the overall satisfaction of BPR customers with

the existing ebanking services.

The survey questionnaire consisted of three sections. The first section focused on the
respondent’s identification. The identification variables included: age, gender, occupation,
level of education and experience with BPR Lid. The second section focused on e-banking
services usage and the level of satisfaction of respondents. Respondenis were asked to rate
their level of satisfaction with ATMs and Mobile banking services using a the following
scale: Very unsatisfied (1) Unsatisfied (2), Neither Satisfied nor Unsatisfied (3), Satisfied (4)
and Very satisfied (5). The last section focused on the item that measures the overall
satisfaction (dependent variable) with the e-banking services {independent variables), their
likelihood to swicth to other banking institutions and whether they would recommend BPR
Ltd to others.
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5.1 Smmmary of findings

Based on the objectives of the study, the following are the main findings of the study:
5.1.1 Assessment of the level of ebauking services usage by BPR customers

The first objective was fo assess the fevel of ebanking services usage by BPR customers and
the findings (table 4.6) revealed that the customers are fully awame of the positive
developments in information technology and telecommunications which led to the
introduction of new delivery channels for banking products and services. Out of the 368
respondents surveyed, 97.8% indicated that they use ebanking services (ATM and Mbanking)
with their bank compare 1o 2.2% that do not use both services. It was also revealed that that
47.8% of the respondenis have been using both services for 1 year, 28.3% for 1-2 years
followed by 19.6% for less than 6 months and 4.3% for more than 2 yeass.

1t was further found that 52.2% of the respondents frequently visited the bank for transaction
before the introduction of ebanking, 39.1% very frequently and 8.7% rarely (table 4.8) while
after the introduction of ebanking services, 39.1% of the respondents visit their Bank Branch
at least once in a month, 34.8% thrice or more in month and 23.9% of the respondents visit
their Bank twice in a month. Thus, most custormers stil} go to the bank branches and find
interaction with human tellers as important. It also shows that customers enjoying electronic
banking services are still not very satisfied with their quality and efficiency. This is expressed
in the number of times customers physically visit the bank branch. This would also indicate
that consumers of banking services in Rwanda still find it useful to visit their bank branches

to perform some banking transactions.
5.1.2 Customers’view of the overall e-service guality

The second objective of the study was to determine BPR customers’ view of their overall e-
service quality with ATM and Mobile banking services. The findings of the study are

summarised below.
5.1.2.1 ATM Banking

The analysis and finding of the research proved that most customer respondenis of the BPR
Lid, Main Branch, are satisfied with ATM banking afiributes following order: ATM
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minimum errors (69.6%), adequate nuntoer of ATMs {67.4%), secure and convenient
location of ATMs (65.2%), cash withdrawal limit per day {63%), cash availability in ATMs
(56.5%), user friendly system (50%) and security of use (39.1%). The results further
indicated that a significant number of respondenrs surveyed is neither satisfied nor
dissatisfied with ATM banking especially with the security of use {39.1%), cash availability
(32.6%), user friendly system (32.6%) and adequate number of ATMs (23.9%).

Briefly, the results showed that the majority of the respondents are satisfied with the overall
ATM performance (67.4%). This means that the overall satisfaction within all e-service
quality attributes is high and that customers are comfortable with the service.

Many researchers identified secure, convenient location, adequate number of ATM, user-
friendly system, and functionality of ATM as main atiributes of e-service guality that play
important role in customers’ satisfaction. Joseph & Stone (2003); Mobarek (2007) and
Dilijonas, Sakalauskas, & Simutis (2009} mentioned that adequate number of ATMs,
convenient and secure location and user-friendly system, speed, minimurm errors, high
uptime, cash backup, cost, and service coverage are essential service quality aspects of ATM

service,

5.1.2.2 Mobile Banking

The findings of the study showed that most of the respondents surveyed are satisfied with e-
service quality attributes of mobile banking as follows: ability to get account balance (37%),
ability to pay bills (84.8%), abilily to transfer funds (71.7%), security of {ransactions (63%),
ability to check transaction history (60.9%), ability to use it (56.5%), easy accessibility
(52.2%) and mbanking customer support {47.8%). The study revealed also that the
respondents are very unsatisfied with the cost to use mbanking service (34.8%), 19.6% are
unsatisfied and 26.1% are neutral. Only 15.2% of the customer respondents are satisfied with

the service charge.
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At last, the results in table 4.10 further indicate that despite the dissatisfaction towards service
fees and charges, in general most customers are satisfied with mobile banking service

(69.6%) while 21.7% are neutral.

5.1.3 Satisfaction of Customers with Existing Ebanking Services

The third objective of this study was to analyze the overall satisfaction of BPR customers
with the existing ebanking services, focusing on ATM and Mobile banking services. The
analysis and findings of study showed that the satisfaction with ebanking services is good.
63% of the surveyed respondents are satisfied, 21.7% newtral and 13% revealed that they are
very satisfied with ebanking services (fable 4.31). Indeed, only “very satisfied” customers
will recommend the Bank and will create delight which will then lead to repurchases. A
customer is satisfied when the company meets ithe customer’s expectations and needs
(Nowacki, 2003).

When customers’ needs are satisfied, they will create and form attitudes towards it. The
customer’s attitudes will affect the foture performance and if the customer is satisfied, it will
lead to loyalty and retention. Sang & Seung, (2004) argued that service quality is
significantly associated with customer satisfaction. Service quality has a positive effect on

customer satisfaction and the level of satisfaction have an influence on customer retention.

Veloutsou er al. (2004) found the positive relationship among service qualily, customer
satisfaction and customer loyalty in the banking sector. Caruvana (2000) mentioned that
service quality, custorner satisfaction and service loyalty are related to each other, Other
Researchers argued that service quality and customer satisfaction are the predictors of
customer loyalty (Tarig and Moussaoui, 2009; Han ef al, 2008; Ehigie, (2006, as cited in
Siddigi, 2011). Therefore only very satisfied customers become loyal and stay with a
company for a longer time, buying more and recommending it. Customer retention implies
that the customer stays with the organization and does not switch to competition. The
findings of the study (table 4.33) indicated that 50% of the respondents are neither likely nor
unlikely to switch to other banks while 15.2% are likely to switch to competition.

A loyal customer expresses characteristics like, repurchasing = cross purchasing,
recommendation to other customers and resisting competitive offers (Griffin, 1995). The

results of the study showed that the mojority of the respondents are neither likety nor unlikely
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to recommend BPR Limited services to others {52.2%). Only 28.3% of the sampled

respondents in the study would reconunend others to BPR Lid services and products.

This result is in conformity with other past studies. Anton {1996) who said that satisfaction in
itself will not translate into loyalty. Howevey, satisfaction will foster loyalty to the extent that
it is a prerequisite for maintaining a favourable relative attitude and for recommending and
repurchasing. Storbacka and Lentinen (2001) argued that customer satisfaction is not
necessarily a guarantee of loyalty. They found that in certain industries up to 75% of
customers who switch providers say that they were ‘satisfied’ or even ‘very satisfied” with
the previous provider.

BPR Lid, with 63% of satisfied customers and 13% very satisfied, is on the good path to

reach customer loyalty as well as customer retention.

Respondents further recommended that BPR Limited should service the ATMs regularly and
make receipts available all times because the receipts are very unportant in the ATM usage.
Customers responded that more ATM features such as cash deposits should be introduced.
Customers added that more ATM machines should be provided. ATM Cards delivery and
renewal should be easy.

In summary, ebanking service quality and consequently custome satisfaction, in BPR limited
ar high but referring to the findings of this research, there is more room for wmprovement in

order to promote customer service, satisfaction as well as customer retention and loyalty.

5.2 Conclusion

1. Level of ehanking services usage by BPR cusiomers
The data were collected from the customers of Bank Populaire of Rwanda limifed, the main

branch at Kigak. Based on the summary of major findings, it was revealed that the customers
are fully aware of ebanking services offered by the Bank and most of the respondents
indicated that they use ebanking services. But, most customers still go to the bank branches

and find interaction with human tellers as important.

2. Customers’view of the overall e-service quality
The findings also showed that customers enjoying electronic banking services are still not
very satisfied with their quality and efficiency. The overall satisfaction within ail e-service

quality attributes of ATM and Mobile banking is high and customess are safisfied with the
&0




online services offered. An important proportion of customers were netther dissatisfied nor
satisfied with quality attributes, meaning that BPR should improve its e-service quality 1o
meet customers’ expectations or exceed them. Thers were very small percentages of
dissatisfied customers. One dimension that stoad out with highest dissatisfaction was cost of
use of Mbanking and the majority of customers perceived it as costly and though very

dissatisfied.

3. Satisfaction of Customers with BExisting Ebanking Services
From the data collected, the findings further indicated that cusfomers are satisfied with

ebanking services. But most customers revealed that they are neutral o recommend BPR
Limited services to others and to switch to other banks. Thus, the researcher could conclude
that customer satisfaction needs to be improved in order to achieve lovalty and lead to
longterm relationships, which is a central facior in banking industry. Ebanking has become
important phenomenon in the Rwandan banking industty and it will continue as more
developments are made in information technology. The banking industry thus is gradually
experiencing transformation from cash based system to a paperless system, which is more

contvenient and rehiable.

5.3 Recommendations

Based on the findings of this research, 1 is recommended that:

o BPR limited should organise public exhibitions and talk shows and make products
accessible to all customers. In addition, BPR Lid should improve their service delivery to
justify the benefits of electronic banking products and services;

o Cost of use/service charge of Mobile banking is also something that BPR Limited could
reduce in order to improve customer satisfaction;

o BPR Lid should increase the number of ATMSs, security of transaction and also provide
deposit ATMs;

o Government should provide adequate regulatory framework that will ensure customer
protection, and security of transaction. That way, bank customers’ confidence in

electronic banking would be secured.
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5.4 Aveas for further research

After conducting this study several issues for further research has been found that could be of

interest. One interesting aspect could be “Ebanking adoption by Customers in the rurals

areas.
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Appendix I: Questionnaive for BPR Lid Cusiomers

Dear Respondent,

I am Placide Simbizi, an MBA swdent at Kampala International University conduciing a
research study on Electronic banking services and customers’ satisfaction in the Rwandan
banking industry. A case siudy of Banque Popuiaire of Rwanda Limiied The purpose of this
survey is to measure customer satisfaction based on your expetience on e-banking services.

Instruction: Please indicate the extent to which you are satisfied or unsatisfied with the

following statements by using the scale below. All responses will remain anonymous.

I. Identification

1. What is your age?
O Under 20
O 20-29
O 30-39
O 40-49
O 50-59

O More than 60
2. Gender

O Male

O Female
c OCOUPEHON ... ..ot e e e e

£ W

. Education:
O Primary
O Secondary
O University

O Other (Please specify).......ooooovii oo
5. Experience with BPR:

O lessthan 1 year

O 1-3 years




O 3-8 vears
O more than 8 years

II. E-banking Services Usage

6. Are you aware of e-banking services?

O o
O Yes

7. Which of the BPR e-banking services do you use?

O ATM
O Mobile banking
O Both

8. How long have you been using it/them:

O Less than 6 months
O 1 year

O 1-2 years

O more than 2 vears

9. Before the iniroduction of e-banking, how frequent in a month did you visit the
bank for transaction?

O Rarely
O Frequently
O Very frequently

10. With the introduction of e-banking, how many times in a month do you now visit
the bank for transaction?

O Neaver
O Once
O Twice
O Thrice or more

11. How important do you still consider BPR employees (tellers, Front office staff, etcy
after introduction of e-banking services?




O Very important
O Important
QO Not important

I1.1 Your ATM Usage

12. How ofien do you use an ATM?
O Everyday
O Atleast weekly
O At least monthly

O Less than once a month

13. Other than withdrawing cash, what is the next most conymon reason that you use
ATMs?

O Trausfer of Funds

O Check my Account Balance

O Pay abill

O 1don’t do anything but withdraw cash from an ATM

14. Why are you using ATMs?
O To avoid guens ai teller counters
O Avoid needlessly carrying cash
O To make transactions during nonbanking hours

O Other (please SPECHEYY. .. ..o oo e e ee e e e en e e

15.Please indicate the extent to which vou are satisfied or unsatisfied with the
following ATM features by using this scale:

1= Very dissatisfied 2= Dissatisfied 3= Neither Satisfied nor Dissatisfied

4= Satisfied 5= Very Satisfied

ATM Feature Tick (V)only one option 1 -5
Very dissatisfied Very Sutisfied
1 | 2 3 4 5
1. { Cash Availability in ATMs of BPR
Cas vailability in 50 O O B 0 O
2. | Adequate number of ATMs 0 0 = 0 0

fl




3. | Cash withdrawal limit per day

" O [] { L
4. i?;l;: and convenient location of , M ] N M
5. | User-friendly system (easy to use) M O O 0 O
6. | Security of use | r | N ]
7. | Minimum errors ' 0 D 1 |

16.What is your overall level of satisfaction from current ATM service?

O Very Satisfied

O Satisfied

O Neither Satisfied nor Dissatisfied
O Dissatisfied

O Very Dissatisfied

11.2 Your Mobile Banking Usage

17.How satisfied are you with each of the following BPR Mobile Banking features?

(Tick in the appropriate column \/)

1= Very dissatisfied 2= Dissatisfied 3= Neither Satisfied nor Dissalisfied
4= Satisfied 5= Very Satisfied
Mobile Banking features Tick (V) only one option 1 -5
Very dissatisficd Fery Setisfied
. _ 1 | 2 3 4 5

1. | Security of ttansactions = 0 . q 0
2. | Ability to get account balances O 0 M 0
3. | Ability to pay bills = 0] 0 1 ]
4. | Ability to transfer funds 0 0 0 O 0
5 Ability to check transaction hstory 0 1 =] 0 O
6. | Mobile Banking Customer Support O O 0 0 O
7. | Ability touse it M 0 M - ]




]

Easy Accessibility O O 0O 0O

Cost of use/Service charges

O

[ . O O

18. Are you satisfied with the overall performance of BPR Mobile Banking services?

C Very Satisfied

O Satisfied

O Neither Satisfied nor Dissatisfied
O Dissatisfied

O Very Dissatisfied

1. Your Overall satisfaction

19. How would you rate your satisfaction with BPR e-banking services (ATM&
Mobile banking)?

O Very satisfied
O Satisfied
O Neither Satisfied nor Dissatisfied
O Unsatisfied
20. How likely are you to switch to another Banking institution?
O Very likely
O Likely
O Neither likely nor unlikely
O Unlikely
O Very unlikely

21.How likely is il that you would recominend BPR Ltd to your friends, relatives and
associates?

O very likely

O Likely

O Neither likely nor unlikely
O Uniikely




O Very unlikely

22. Where do you feel BPR Lid needs to improve service quality?
O Better customer service
O More user friendly systems
O Prompt card delivery
O Increase in number of ATMs
O More withdrawal limit
QO Increase of security

QO Others (Please specify):

23. Any other information would you like to give? Kindly comment below:

Thank pou for completing this questionnaire and essisting me in my research.

Kind Regards

Vi




Appendix 2: Table for determining the sampie size

N g N S N S N S N S
10 10 100 ] 380 162 200 360 5800 | 338
i3 iq 110 36 350 163 850 355 3000 | 341
20 o 120 52 300 169 | 900 269 3500 | 246
%5 24 130 57 320 175 950 274 4000 | 351
30 28 1140 3 | 340 181§ 1000 | 278 | 4500 | 351
33 32 150 108_ 560 186 | 1160 | 285 5660 | 357
30 57 | 160 | 113 380 1§ 120 | 21 | 6000 | 361
i3 a6 1 180 {466 | e | 1360 | 297 G0 364
30 G| 190 PR T T BT T B T TR
5 8 00 177 | 440 | 205 | 1300 | 306 5000 | 368
60 52 710 132 1460 | 210 | 1600 | 310 10000 | 373
65 56 220 36 | 280 | 214 | 1700 | 313 | 15000 | 375
70 35 730 140 500 771 1800 | 317 20000 | 377
75 3 240 44T s T 225 U I%00 | 320 | 30000 | 379
20 & 750 148 1 600 234 2000 | 222 40000 | 380
& 70 260 133 650 | 242 | 3200 | 327 | 50000 | 381
%0 73 770 155 700 248 12400 | 331 75000 | 382
95 76 770 155 750 | 356 | 2600 | 335 1 100000 | 384
MNote: “N” is population size

“$” i3 sample size

Vil




Appesndix 3: Informed conseit fori

CONSENT TO PARTICIPATE [N RESEARCH

1. T volunteer to parficipate in o research conducted by Mr. Placide SIMBIZLI from
KAMPALA INTERNATIONAL UNIVERSITY. [ understand that the Survey is designed
to gather information about academic work. The purpose of this survey is to measure

customer satisfaction based on my expertence on e-banking Services.

2. My participation in this project is volmiary. { undersiand that 1 will noi be paid for my
participation. [ may withdraw and discontinue participation at any time without penalty.

3. T have read and undersiand the explanations provided o me. I have had all my questions
answered 1o my satisfaction, and 1 voluntasily agree (o participate in this study. 1 have

been given a copy of this consent form.

Name of Participant Digie Signature

Name of Researcher Date Signature

Vil




