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Abstract

The first giant step in the revolution of electronic banking was the computerization of
financial institutions which made marketing of banking services a unique one. With
this development, there is a gap of acceptability of electronic banking between potential
adopters and early adopters’ belief for adopting and continued usage of e-banking.
This study investigated the adoption and continued usage of ATM banking in
Nigeria.The general objective of the study was to examine customers’ satisfaction of
electronic banking. The specific objectives were the determination of the acceptability
of ATMs as a delivery channel of bank services and customer satisfaction of ATM
services provided by Nigerian banks. The study employed a case study method. The
primary data that were used for the research were generated through questionnaires
administered to respondents by the researchers. Convenience sampling was used to
select the respondents. The research variables were measured by a Likert scale. Data
were analysed by use of tables, chi-square and coefficient of contingency. There is a
significant relationship between ATMs as a form of service and customer satisfaction.
ATMs are more acceptable than Tellers in the delivery of banking services in Nigerian
banking industry. The percentage of respondents who are users of ATMs is high,
therefore, the study recommends the following: even distribution of ATMs for ease of
accessibility; language barrier should worked on to ensure that customers are able (o
interact in at least one of the major three Nigerian languages, and advertisement of
other products on the screen of ATMs.

Key Words: E-Banking, Customers Satisfaction, Banking Services, Automated
Teller Machines (ATM)

Introduction

Electronic commerce popularly known as E-commerce is about doing business online using
the power of digital information to understand customers and deliver what each cusiomEr
needs, as at when the customer needs it. E-commerce is the automation of the usmess
mechanism involving the deployment of the totality of the applications of modem iy
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The motivation of banks to deploy ATMs and share their ATMs with the customers of other
banks is area that economists have investigated. Humphrey (1993), examines the motive of
deploying ATMs based on costs as influenced by the deployment of ATMs. He finds substantial
scale of economics in the production of ATMs services, and that ATM transactions cost
about half the amount that the same transaction would cost if it were conducted in a branch
of a bank. The other forms of e-banking are internet banking and telephone banking.

With various developments in the banking industry in which technology has the highest input,
there is gap of acceptability of electronic banking between potential adopters’ and the early
adopters’ and the early adopters beliefs for adopting and continued usage of e-banking. This
study attempts to provide a better theoretical understanding of the antecedents of user
acceptance and user resistance to adoption and continued usage of ATM Banking in Nigeria.

A major problem area of Electronic Banking lies in the degree of substitutability between
ATM and the Teller. The introduction of ATMs was meant to reduce the long queue that has
been the tradition in the banking halls, compounded by inefficient and frustrating services.
The banks have not been able to put an end to the long queues.

The general objective of this study is to analyse the effect of electronic banking on customers’
satisfaction in the banking industry with specific reference to U.B.A and Intercontinental
Bank Plc.

The specific objectives are to:

Determine the acceptability of ATMs as a delivery channel of bank services in
Nigeria.

Establish the effects of ATMs on customers’ satisfaction in the banking industry.
Analyse the benefits of ATMs as a substitute of the manual teller system.
Literature Review

Electronic Banking is the use of electronic means to transfer funds directly from one account
to another, rather than by cheque or cash. Simply put, electronic banking has been described
as the use of magnetically encoded plastics cards as terminals outside a regular bank location
for cheque cashing, deposits and other money transfer functions. Banking has gone digital
and a cashless society is slowly being evolved. In the age of electronic banking the use of
money in tangible form becomes less important. Electronic banking embraces payment cards
(including Credit cards, Cheque cards, Charge cards (Electronic purses), Electronic funds
transfer, Automated teller machines, Home banking services through personal computer and
telephone facilities and Internet banking. Electronics have provided a new and economical
channel for banks to reach out to their customers. It allows customers to access banks
amenities round the clock.

Maintaining operational efficiency as well as achieving competitive advantages is one of the
main incentives that encourage banks to adopt new technologies of operations. Banks that
exploit new technologies can gain competitive advantages through market share, customer
satisfaction, and overall business performance. Peffers (1991) in his own opinion argues that
banks, which were early adopters of Automated Teller Machine (ATM), gained significantly
more than later adoptees. He claims that the use of even single information technology can
affect a wide range of performance variables. Information technology also impacts
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organizations in other ways, such as changing the decision structure of banks to deal with
competition (Clarke, 1989).

Some researchers in the field of e-banking have been engaged in quantifying the existing
provision of electronic services by the banks. From an innovation and marketing point of
view Daniel, (1999); Scruggs and Nam (2002) Liao and Cheung (2002), Sathye, (1999) and
Tan and Paradi (1998) have explored the perception of customers about e-banking or the
adoption of the internet as a services delivery channel.

Chase (1978) sought to differentiate services on the basis of the height of customer contact
during services delivery and drew attention to high contact versus low-contact services.
Although Chase (1978) concentrated on services and products, the financial services market
now has a range of delivery channels which also vary in their “contact” potential from “high
contact” channels such as the telephone and the internet. Research has also recommended
that perceptions of risk are determined by consumer uncertainty and that this is determined
by the characteristics of the product or service (Shostack, 1987; Ennew and Wright, 1990).
These characteristics of the product are perception of the complexity of the product being
purchased, the certainty of outcome associated with that product, and consumers’
understanding and knowledge of the product.

It was suggested in a study carried out by Daniel (1999), that convenience, increase choice
of delivery channels and enhanced personal control over banking were the driving factors
quickening the embracing of electronic banking in the developed world using the United
Kingdom and Ireland as point of reference.

The need for a broad range of financial distribution channels to deliver varying service needs
of consumer segment has been answered with the far-reaching technology innovation and
communications. This development has made the financial distribution channels increasing
rapidly both in numbers and forms from ATMs, telephone banking, personal computer banking
to internet banking (Easingwood and Storey 1996). Despite this progress, analysis of
clectronic-banking quality issues becomes an area of interest of researchers and managers
(Hughes, 2003; Jayawadhena, 2004).

The Need for Electronic Banking

Bank officials identified three primary reasons for their banks offering online banking; keeping
existing customers, remaining competitive, and attracting new customers. It could be concluded
that electronic banking has been the major weapon which banks are using in the competition

for supremacy in the banking industry.

Sciglimpagila and Ely (2002) conducted an empirical study of the internet banking in USA.
They reported that the financial institution were at high risk of losing customer relationships
and deposits to banks providing online services and virtual banks. Consumer acceptance of
online banking is growing thus smaller and less innovative enterprise may be at risk. General
customer account relationship is found to be a forecaster of e-banking.

Stamoulis el at (2002) proposed a model for assessing the business value of e-banking
distribution channels which applies five perspectives: customer, marketing, finance, technology
and strategy perspective. These perspectives can be used to evaluate business values along
two view points; internal and external. The internal view means that e-banking distribution
channel is considered as a source providing efficiency, effectiveness, market expansion, and
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competitive advantage to the financial service provider. Business value from the extemual
view derives from the customer viewpoint, and it is measured by the extent to which the &-
banking channels support the relationship between the bank and its customer.

In order to achieve a total service excellence in the banking industry, lots of research works
on how to improve on the qualities of electronic banking so as to meet up with the demand of
the consumers and to meet with the daily improvement on the existing ICT instruments
which are used in the banking industry to improve service being rendered by the banks and
also looking for ways of merging the digital that separates the developed, developing and
underdeveloped countries. Also, with the wide increased use and acceptance of the internet,
the possibility for financial institutions to make available their products and services over the
internet have become authentic.

Locket and Littlers (1990) analysis of consumer attitudes to direct banking revealed that the
main consumer advantage of direct banking was its 24hour availability. Reducing cost and
eliminating doubts has been for a decade now the primary motivation for increasing the role
technology plays in the service organization (Kelley, 1989), it has also resulted in the decrease
of heterogeneity. This is ubiquitous in the typical employee/client encounter through the
consistency of the services (Quinn, 1996).

User acceptance is the biggest obstruction to the success of new Information Technology.
Gould, el at., (1991) suggested that adopting an application happens primarily because of the
functions it performs and secondarily for how easy or hard it is to make the system perform
these functions. Banking is a highly information intensive activity that relies heavily on
Information Technology (IT) to acquire, process, and deliver the information to all relevant
customers. Banks use the internet technology as a strategic weapon to revolutionize the way
they operate, deliver and compete against each other (Seitz and Srickel, 1998). As a result
online banking was introduced as a chanpel where bank customers could perform their
financial transaction electronically via their banks websites. An online banking user is expected
to perform at least one of the following transactions online.

- Checking account balance and transaction history
- Paying bills

- Transferring funds between accounts

- Requesting credit cards advances

E Ordering cheques

- Managing investments and stock trading.

From a banks’ perspective, using the internet is more efficient than using other distribution
mediums because banks are looking for an increased customer base. Using multiple distribution
channels increases effective market coverage by enabling different products to be targeted
a: different demographic segments (Wang, et al 2003).

The active use of internet bank service shows that it is via the e-channels that payment of
fransactions is concluded. The growth of self-service has been exponential and access to
mmternet payments (Karm et al (2003). It has been discovered that part of the reason why
some people accepted or adopt the use of electronic banking instead of being present in the
banking hall was because they need to pay bills recurrently and would rather do it with least
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amount of effort to keep eye on their account, view account balance, and check receiving
payments from other parties. It is also an opportunity for some companies to have more than
justan account monitoring tool. Several banks for instance provide corporate online banking
and allow their clients to invest overnight funds. This can generate substantial profits for a
company that has significant, but temporarily, idle cash funds (Marlin, 1998). Companies will
also be able to do some sophisticated bargaining and comparison shopping for banking services,
since the size and location of the clients become less important. Other banks have developed
online banking products specifically tailored to their smaller business clients.

Idowu (2007), argues that ATM services provided by banks and non-financial institutions
have emerged the most popular e-business platform in Ni geria. Nigeria e-banking customer
survey cards, ATM shows that awareness for banking services rendered by banks is mostly
limited to the traditional banking services. Among the more modern banking services such as
electronic banking; internet-banking, tele-banking, POS transactions and money transfer,
ATM emerged the most popular with 96 percent awareness. The awareness of ATM is also
ranked higher than that of current account and slightly below savings account. Although
services such as local money transfer, international money transfer, loan facilities and telephone
banking have been around before the advent of ATM, they recorded relatively low level of

awareness. Every members of the population is given equal and independent chance of
being selected.

Research Methodology

This research is a case study; two (2) banks were used for the study. Sixty five (65) respondents
were selected from each bank, using non probability sampling methods. Primary data were
used. The primary data were generated through the use of questionnaires, one hundred and
thirty (130) questionnaires were distributed to customers of Intercontinental and UBA Bank
i.e. 65 customers from each bank. A total of 73 out of 130 questionnaires were returned, i.e.
37 questionnaires from UBA were returned and 36 questionnaires from Intercontinental
Bank Plc were also returned. The response rate was 56 percent which was adequate for
analysis.

The variables are measured using Likert scale. The scale measures the intensity or degree

of agreement of respondents to the research statements, The Likert scale used in this
research had a 5 points rating as follows:

Strongly Agree (S8A) =5

Agree (A) =4

Neutral (N) —3

Disagree (D) ==

Strongly Disagree (SD) =1

Data were analysed by the use of tables, chi-square (X?) and coefficient of contingency (C).
Research Hypotheses

H: There is no relationship between ATMs as a form of bank services and customers
satisfaction.
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Data Presentation -

TABLE 4.0.1: Analysis of responses to the effect of services to customer satisfaction

Variable SA Yo A % INGPEOhE D % SD % TOTAL %

1 am 21 288 | 36 4938 L 6.8 | 10 137 |l 14 73 100
satisfied

with the
customer
support
provided
by the
bank on
ATM

The information | 15 2051 43 588 | 2 29311 15.06] 1 1.4 73 100
given by the
customer care
on the ATM
as first timer is
explanatory
enough

You feel safe 11 15,10 391 534215 69 | 14 192 |4 5:5 73 100
in your trans
action with the
ATM

ATMs are 5 6.85 | 27 36.98| 1 1.36( 26 3561 4 1921773 100
evenly distribu-
ted by the Bank
management for
easy accessibility

I am satisfied 12 16.44 42 5753101 1.36] 15 20.53] 3 4.11| 73 100
with the products
or services
provided by

AT A

Al vl

I am satisfied 12 16.44 14 S6:2 ] 1.36| 14 192.| 5 685 73 100
with the paymen
system provided
by ATM

I am satisfied 14 19.2 | 47 644 | 2 2.73| 8 10.95 2 243 23 100
with the transac-
tion procedure

Source: Field survey, 2008

Table 4.0.1 shows the percentage of the respondents’ opinion on the effect of services to
customer satisfactions based on the use of ATMs. In the first statement, the percentage of”
the respondents that were satisfied with the customer support provided by the bank is 78.1%
which is more than 50% (Strongly Agree and Agree); 6.8% of the remaining percentage
were neutral with the statement and 15.1% do not agree or strongly disagree with the
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statement. This shows that respondents that strongly agree are satisfied with the customer
support provided by the banks. Following on the same trend is the second statement in which
the percentage of the respondents who are in support is above 50% which is more than
those that are neither in support or that of those who out-rightly disagree with the statement.
The percentage of those that are in support is 79.4%.

68.52% in table 4.0.1 shows the percentage of those respondents who agree that they feel
safe in their transaction with the ATM, which like the first two statements is above 50%.
6.9%, the remaining percentage are neutral about the statement while 24.7% disagrees or
are not in agreement with the statement on their transaction safely with the use of ATM,
which is one of the delivery channels of Electronic banking.

Unlike the last variable, the fourth variable seeks the opinion of respondents that ATM are
evenly distributed by Bank management for easy accessibility. 43.83% are in agreement
with the ATMs being evenly distributed which is below 50%; less than 2% of the total
respondents are neutral while 54% of the total respondents which is a little above 50%
disagree that the bank management evenly distribute ATMs for easy accessibility.

Looking at the product satisfaction of the use of ATMs, the percentage of the total respondents
that quite agree with the statement is 73.97% which is far above 50%; 24.66% do not agree
with the statement while less that 2% of the total respondent were neutral. This shows that
the introduction of ATMs as one of the delivery channels has improved the services provided
by the banking industry.

Satisfaction based on the payment system and transaction procedure of the ATMs variable
had the following responses; out of the total respondents, the percentage of the respondents
shows that they both scored above 50% which is on the high side. The percentages are
72.6% and 83.6% respectively of those that are satisfied with the statement. 1.36% and
2.73% of'the respondents are neutral on the statement respectively while 26.5% and 13.68%
are not in favour of the statement respectively.

Acceptability of ATM as a Delivery Channel of Bank Services in Nigeria

This section provides answers to the research objective that is, the acceptability of ATMs as
a delivery channel of bank services.

TABLE 4.0.2: Analysis of responses of respondents’ acceptance of services

Variable SA % A % N % B % SD % TOTAL |%
The information | 135 20.51 43 589 12 2,731 11 15.061 1 14 73 100
given by the

customer care

to first time users
on the use of the
ATM is explana-
tory enough

The ATM 14 19.2] 35 47.94| 4 55019 26021 1 14 | 73 100
respond to your
request as fast
as possible
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The ATM provi- 6 8.21| 44 603 | 3 4.10] 15 205713 6.84 |73 100
des enough of

your transaction
data and privacy

You feel safein | 11 15.11 39 5342| 3 69| 14 192 |4 55 |13 100
your transaction
with the ATM

The ATM is useq 20 2741 43 589 141 8 10.95] 1 14 |73 100
friendly

3%

Do you agree 26 356| 21 28.8 274 15 205 | 9 1232173 100
that the introducs
tion of ATM has
solved the
problem of
queuing in the
banking hall

The digital 11 15.04 36 49.31] 4 55 | 20 274 | 2 274 173 100
product or
services
provided by
the ATM
meets my nced

Source: Filed survey, 2008.

Considering the response given by the respondents on the acceptance of services of the
ATM:s as analysed and shown in table 4.0.2, the percentage of those that are satisfied with
the information given by the customer care to first timers on the use of ATM is explanatory
enough is 79.4%, less than 394 of the total respondents are neutral while 16.4% are not in
agreement with the statement.

The percentage of the respondents that agree that the ATM respond to their request as fast
as possible is 67.14%, 5 5% are neutral while 27.42% of the total respondents disagree with
the statement. 68.23% of the respondents agree that they are satisfied with the security of
their transaction data and privacy, 4.10% are neutral while 27.34% did not agree with the

wialisdut

statement.

In the analysis tabulated in table 4.0.2, the percentage of those that are in agreement with
their safety in their transaction with ATMs is 68.52%, 6.9% are neutral about their safety
with the use of the ATMs as one of the electronic banking delivery channel while 24.7% are
not in agreement with the statement.

One of the factors that bring about acceptance of a product is how user friendly is the
product. In the analysis tabulated above in table 4.0.2, 85.82% of the respondents agree that
the ATM is user friendly, 1.4% which is less than 2% are neutral while 12.35% of the total
respondents believes that the ATMs are not user friendly.

One of the major problem faced by the banking industry before the introduction of ATMs
was the long queue in the banking halls but with the introduction of electronic banking in
which the ATMs was one of the delivery channels. An evidence of this is seen in the tabulated
analyses in table 4.0.2. 64.4% agree that the introduction of ATM as a medium of payment
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I am satisfied with the A 41 393 1.7
payment system provided
by ATM SA 12 12.9 09 | 081 0.63
D 14 14 0 0 0
SD 5 3 2 4 1.3
N 1 24 -1.4 1.96 0.83
I am satisfied with the A 47 393 77 S99 151
transaction procedure
SA 14 12.9 115 124 0.094
D 8 14 -6 36 257
SD 2 35 -1 | 0.33
N 2 2.4 -0.4 I.16 0.067
TOTAL 4524

Source: Field Survey, 2008

Degree of freedom (F)=(C-1)(R-1)

=58 =)

=4x6
=24
Level of significance = 0.05

Chi-square calculated (X*)=45.24

Chi-square tabulated (X?) value is 36.45 which is higher than the tabulated at 0.05 level of
significance, degree of freedom is 24; we therefore reject the null hypothesis (H,) and
accept the Alternative hypothesis H, which states that there is a significant relationship
between ATMs as a form of services and customer satisfaction.

Test of Hypothesis 11

Table 4.0.4: ATMs are more acceptable in the delivery of bank services in the

Industry.
VARIABLE R 0O E OE (O-E} | (O-EYE
The information given by the A 43 372 5-8 3364 | 090
customer care on the use of the
ATM to the first timer is SA 15 147 03 0.09 0.006
explanatory enough
D 1 14.5 -3.5 12.25 0.844
SD 1 3 2 4 1333
N 2 3 -1 1 0333
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Degree of freedom F = (C-DR-1
= G- —h
= 4x6 ;

= 2

Level of significance = 0.05

Chi-square calculated (X*) = 55.969

Chi-square tabulated (X?) = 36.45

Since the calculated chi-square (X2) value is 55.97 and it’s higher than the tabulated at 0.05
level of significance, degree of freedom is 24. We therefore reject the Null hypothesis (H,)
and accept the alternative hypothesis (H,) ATM is more acceptable in the delivery of banking

Summary

Banks offer technology-based services just to compete and retain profitable customers.
Mart from the traditional type of banking services, customers today require more personalized
“products and services, and access to such services at anytime, and at any place. Although
e is no panacea for banks to stay competitive, ATM Banking is one of the advanced
mation technologies they can employ to achieve a high level of customer service delivery.
vailability of the ATMs has reduced drastically the long queues in the banking halls
 have been a major problem in the past.

wrmated Teller machines (ATM) are the most popular channel for banking transactions
Both users and potential adopters of electronic Banking. This may be due to the user-
ness, accessibility and capability of ATMs. In addition to the convenience and
ssibility, one can perform a wide range of banking transactions on an ATM. Thus, ATM
JIbeen widely accepted.

« Mutomated Teller Machines as one of the best banking software at the moment enables

smer 24 hours access to cash with interface with any individual. Banking by ATM, one

B ekecl his/her account balance, transfer money from one account to another and even
withdraw money from any where in the world. Also, customer integrated system (CIS)
which is an extension of a transaction processing system that places technology in the hands
of bank customers which allows them to process their transaction is responsible for
communicating information, decentralizing computing powers in a banking industry by placing
that power in the hands of the customers.

So far, the study tried to examine the level of acceptability of ATMs as one of the delivery
channels of electronic banking which is a determining factor responsible for customer
satisfaction and a structured questionnaire is used for data collection, that asked respondents
questions aimed to help the researchers to know the percentage of respondents that accepts
the delivery channel i.e. the ATMs.Six factors were presented to respondents. All the
respondents included in the data analysis were people who heard about Electronic Banking
and are users of the ATMs which are one of the delivery channels of electronic banking
before the survey was condueted. The variables are measured using a 5 point rating Likert
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Scale. The analytical technique used in analyzing the information obtained from administered
questionnaires is the Quantitative approach. This took the form of running percentages,
formulation of tables, the use of chi-square (X?), which is a non parametric test of validity of
the hypotheses at 5% level of significance, and co-efficient of contingency (c).

Conclusions

The concern of this study is the customer satisfaction and acceptability of services based on
their use of ATMs. The results showed that there is a high satisfaction with ATM banking in
all factors as it was found that there is agreement based on Likert Scalc. Through the use of
5 point rating, it was found that all factors have an impact on the customer satisfaction which
means that there is a wide acceptability of the ATM as one of the Electronic Bankin 2
delivery channels and it was found that the relationship was positive.

The percentage of the respondents who are the users of ATMs is on the high side, there is
the need for the bank management to improve more on the following:

i To evenly distribute the ATMs for easy accessibility.

ii. To make the ATMs more user friendly, the bank management should work on
the language barrier and see to it that the customers are able to interact in their
own language or at least be able to interact in one of the three major languages
in Nigeria as this will bring about increase in their customer data base.

i To look for a means of advertising other products on the screen of the ATMs as
this will assist the bank to make known other services available to their customer
ontime.
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