&0 TIcer
SLNChL:

ST. MARY’'S UNIVERSITY
SCHOOL OF GRADUATE STUDIES

ASSESSMENT ON CUSTOMER PERCEPTION OF INTERNET BANKI NG
SERVICE QUALITY: THE CASE OF COMMERCIAL BANK OF ETH IOPIA
(Selected Branches in Addis Ababa)

BY
KALKIDAN BEKELE

JUNE, 2016
ADDIS ABABA, ETHIOPIA



ASSESSMENT ON CUSTOMER PERCEPTION OF INTERNET BANKI NG
SERVICE QUALITY: THE CASE OF COMMERCIAL BANK OF ETH IOPIA
(Selected Branches in Addis Ababa)

BY
KALKIDAN BEKELE
ID NO. SGS/0297/2007A

THESIS SUBMITTED TO ST. MARY’S UNIVERSITY, SCHOOL O F
GRADUATE STUDIES, IN PARTIAL FULFILMENT OF THE REQU IREMENTS
FOR THE DEGREE OF MASTER OF BUSINESS ADMINISTRATION

JUNE, 2016
ADDIS ABABA, ETHIOPIA



ST. MARY’'S UNIVERSITY
SCHOOL OF GRADUATE STUDIES

ASSESSMENT ON CUSTOMER PERCEPTION OF INTERNET BANKI NG
SERVICE QUALITY: THE CASE OF COMMERCIAL BANK OF ETH IOPIA
(Selected Branches in Addis Ababa)

BY: KALKIDAN BEKELE
APPROVED BY BOARD OF EXAMINERS

Dean, Graduate Studies Siguee
Advisor Signature
External Examiner Signature

Internal Examiner Signature



Acknowledgments

First and foremost, | would like to thank my AlmighGOD for giving me power to do this paper.
Second, my gratitude is extended to my advisorfayesWolde (PhD) for his continuous support and
assistance from the beginning to the end of ttesarch project. Next, | would like to thank my fami
and friends who made a tremendous contributionaking this project successful. Finally, my gratgud
is extended to my best friend Ms. Fasika Genzebénéo unwavering support and cooperation while

conducting this research work.



Table of Contents

ACKNOWIEAGEMENLES. ... oo et i s e e e i
Table Of CONENTS ... i i et et e e e e ii
List Of TabIES ..o e i i e e i
[ S o o U] =2 S PP \Y
Y o3 (0 1017/ 101 T v
Y oL £ = T PP Vi
Chapter One: INtrOAUCTION .....e it e e e e e et e e e e e aen e 1
1.1. Background of the StUY ... 1
1.2. Statement of the Problem ... ... e e 2
1.3. RESEAICH QUESHIONS. ... ettt et e et e e e e e e et et e e eas 3
1.4. ODbjectives Of the STUAY ..o e e e e e 3
I AV = 1T @] o] 1= o1 1A= P 3
1.4.2. SPECIfiC ODJECHIVES. ... e e e e e 4
1.5. Scope of the study& Limitation of the StUAY ...cue .o, 4
1.5.1. SCOpPe Of the STUAY ....oe i e e e e e e s 4
1.5.2.Limitation of the StUAY ... e 4
1.6. Significance of the StUAY ...t e e 4
1.7. Operational Term Definition........ oo s e e e eeeaaas 5
1.8. StrUCtUre Of the PAPET. ... e e e e e e eas 5
Chapter Two: Review of related literature... ..o e 6
2.1 INternet BanKiNg .....ccooooioi e e 6
2.2, CUSEOMET PEICEPLION. .. ...t eiiiiiiiiitttttceeeeeeeeeeeeaeeteeteseessestsseeesbsbesbbsssbememeeeseseeeeeeeeeeeeseesnenes 7
2.2.1 Customer Perception & Customer SEHEIN .............ccooiiiiiiiii s 9
2.3 SeIVICE QUANILY ettt e e e e e a
2.3.1 Service Quality Defined..........c.uieiii it e i e 10
2.3.2 Perceived Service QUALILY .......c..ieiie it e e e et e 11
2.4, E-SEeIVICE QUAIILY .. ..uuuueruiriurnesnsmmmm e e e e eeeeeeeeeeesaeeeeeeeseeeeeeeeeereeeeaaaaaes —teaenenteeenenenseenees 12
2.4.1 Measuring €-ServiCe qUAlILY..........oeoe it s e e 12
2.4.2 E-SERVQUAL. ..ottt e e e e e e e e e e 14



2.4.2. 0. EffICIENCY .ttt iiiiieieeeie ettt ettt sttt tn ittt nenrnrnrnes 15

2.4.2.2. Reliability ... e 15
2.4.2.3. RESPONSIVENESS ...ttt it e e et et e et e et et e e a e e e eae e aenes 16
2.4.2.4. FUIfilIMENt ... e e @
24,25, PIIVACY ..n ittt e et e e e e e e e i
2.4.3 Customer Satisfaction & Service Qualit.............coooiiiiii i 17
2.5 EMPINCAl STUAIES ... .oeee e e e e e ————— 18
Chapter Three: Research Design and Methodalogy............coooviiiiii i iiiineanns 21
3. RESEAIrCh MEtNOUOIOQY ........uuuuiuiiiitcamammneeitittiie et rms e s esbessessssebnsensnenes 21
R I Lo TY= = 1 o] D=2 oo 21
3.2, SAMPIING DESIGN ..ttt e e e e e e e e e e 21
3.2.1.Population Of the STUAY .........uueiieemeee e e 21
3.2.2.5ampling DESIGN & SIZE .....ccviiiiiiiieeieeee e 22
3.3, SOUICE OF DALA ...t ittt e e e e e e e e e e e 23
3.4. Instruments & Procedures of Data COIECHION wwun cvnveeine i 23
3.5. Data Analysis & Interpretation ..........oovoi i e 23
3.6. Ethical CoNSIAEratioN ...........iieit it e e e e e e e et ee e e e 23
T L= 1= o111 Y =] 24
Chapter Four: Data Analysis, and Interprefatio. . .........covveiiiieiie i 25
4. Data analysis and INterpretation..........c..v.uir i e e e e ee e e 25
4.1 Background information of reSpoONdeNnts .........ciiiiiit i e 25

4.2 Research Data ANAIYSIS ... ...viirie it ettt e et et ee s e et s cmnnn s eeeaen en 20

4.3 Comparison of e-service quality diMENSIONS ... ... . eee e e 37
4.4 QUANTALIVE ANGIYSIS ... .iniit ittt et et et e et e et e e e e e e 38
Chapter Five: Summary of Findings, Conclusj@msl Recommendations........................ 40

5. Summary, Conclusion and Recommendation ..............oiiiiiiiiiciii e e 40
5.1 Summary Of fINAINGS ... .oe e e 40
A ] o o] U1 o] o H PP 42
5.3 RECOMMENUALIONS ... ittt e e e et e e et e e e et r e et e e eaeeaen e 44
RETEIENCE ..o e e e e e 46
Appendices



List of tables

Table3.1.

Table3.2.

Table4.1.

Table4.2.

Table4.3.

Table4.4.

Table4.5.

Table4.6.

List of Tables

Status of Questionnaires Distributed BEIB customers ........................ 22
Reliability TeST. ... e e 24
Background information of respondents .............c.ccovviiiii i, 25
Perception of customers on efficiencyahigion ..o, 27
Perception of customers on responsivaigBNSIoN ..........coovvvvevneeninnnnn. 29
Perception of customers on fulfillmemhension.................ccoovii i, 31
Perception of customers on reliabilityeinsion ..., 33
Perception of customers on privacy difl®@ns. ...........ccooeeeveiieienineennnn. 35



List of Figures

Figure 1.1 Structure of the Paper........ i et e e e e e 5
FIgure 2.1 PerCeption PrOCESS. .. .. .. uu ittt et e et ae et et ee e e et e e sirmean e eaeaenas 8
Figure 2.2 Expectation Dis- confirmation theory............ ..o, 9
Figure 2.3 Conceptual framework ... ... ..o e e 20
Figure 4.1 Comparison of e- service quality dimensi................c.coiiiiiiiiii i, 37



Acronyms

No Acronyms Description

1 ATM Automated Teller's Machine
2 CBE Commercial Bank of Ethiopia
3 E-Banking Electronic Banking

4 B Internet Banking

5 E-SQ Electronic Service Quality

6 WEBQUAL Website Quality

7 WOM Word of Mouth

8 AA Addis Ababa




ABSTRACT

Now a days, Banks are enforced to develop alternative service channels due to technological changes to
fulfill the customer desire, to gain competitive advantage, to reduce their costs, to maximize the
profitability, to enhance the market share, to achieve the customer loyalty and to improve their financial
service through innovation products. Commercial bank of Ethiopia has introduced internet banking
service and other innovative products in order to get the above listed benefits. However from the total
11.5 million account holders, only 8,759 account holders are using the service. S0 it is necessary to
measure the quality performance of web service using different techniques such as E-SERVQUAL model
developed by Zeithaml (2000). The study used this technique to measure the quality of internet banking
service and to provide an insight of customer perception towards the internet banking service quality.
The purpose of this study is to assess the quality of internet banking service and to identify the gap in
order to maximize the usage of the service and satisfy the customers and attract new customers. In this
research, descriptive research method was used to investigate research objectives and questions and
both primary and secondary sources of data were used. The researcher applied purposive sampling
technique to collect the data. A total of 366 questionnaires were distributed to the internet banking users
of the 23 grade 4 branches in A.A. The data were analyzed using descriptive statistics and qualitative
data analysis. From the data collected & results of the analysis, the study concluded that privacy
dimension shows the highest positive customer perception. But responsiveness dimension reveals the
least customer perception result. Therefore, the bank should realize a competent advantage by
emphasizing privacy on the quality of the internet banking service along others dimensions and the bank

should improve the responsiveness by giving emphasis on employee training.

Keywords: Customer perception, E-service quality, Internet banking

10



Chapter One

1. Introduction
1.1. Background of the study
This chapter consists of the background of the ystathtement of the problem, research questions,

objectives of the study, the significance of thedgtand limitation & delimitation of the study.

Commercial bank of Ethiopia (CBE) is the biggestl atdest financial institution and currently it has
over 1000 branches across the country. Today, thane ever before, CBE aggressively expanded its
presence in all directions of the country. CBE hemained potent & is in the lead in terms of assets
deposits, and customer base. (CBE: Company pdiied 30 June, 2015). To improve its service, metai
& attract customers, CBE has introduced innovafweducts like automatic teller machine, mobile
banking, internet banking and other improved bagkiacilities among others, all in the interest of
enhancing customers comfort. In addition to themadrservices given by the bank, it started newrivge
banking services to reduce the waiting time, sawstatner time & increase customer satisfaction.
Internet banking service allows a customer to feassrom one individual account to another, touesj
cheque book& gives detail information about theitaunt, it benefits customers by giving acces®lb s

service banking 24/7.

Due to the rapid change in technology & the enfryhe private banks, a number of new products &
delivery channels have been introduced. Despiteetlpossibilities, in one’s bank security, concerns,
preference of human interference & the like impddde growth of internet banking. One of the
determinants of success of a firm is how the custsrperceive the resulting service, as the perdeive
service quality is the key driver of perceived l{Collart, 2000). It is the perceived value, which
determines customer satisfaction. Many firms iniclgdbanking industries begin to track their
customer’s. Spreng & Olshariky (1993) stated thet@mer satisfaction or dissatisfaction is congider

to be the result of a comparison between the peesypectations that a customer has about the produc

service and the post-use perception of productimice performance.

Beckett, Hewer & Howcroft (2000) stated that theelepment of new forms of the technology-based
self-service sector has created highly competitharket conditions for bank providers. However, the
changed market conditions demand banks to therhattderstanding of consumers’ needs (Beckett et

al.2000). Banks are embracing new & cost-effectlebvery channel. Delivering alternative service is
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the one way of retaining and attracts customershii@ogy plays a major role in the development of
alternative channels & interaction between custsndebanks. The Internet is revolutionizing the bank
industry to conduct its business through onlineilianty called as internet banking. It offers pematized
service through the web portals. Internet bankmglves a use of the internet for delivery of baugki
product and services. It provides enormous bentfithe customer like access his account at ang tim

and from any location with easy & least cost. (Bd#tkHewer & Howcroft, 2000)

Zeithmal et al. (2000) developed the e-SERVQUAL &mline service quality measurement, seven
dimensions were established: reliability, compeaongsatresponsiveness, efficiency, contact, fulfilhe
and security/privacy. To compete in the global wasf internet banking it is essential to provide th
customer with best possible services (Mefford, J9@dving the services through the internet is not
enough but providing the quality service is the nmi@iing. Therefore, it is important to understahd t
customer perception towards IB service quality mest by CBE, whether it is able to achieve its merv

guality according to the needs of customers.

1.2. Statement of the problem

Commercial bank of Ethiopia (CBE) is the largeshlb& its customers made it so, without them the
bank will end to exist. It is important to undersdahe customer need & test their preference tigfgat
them. There are more than 11.5 million account érsldn CBE; from those only 8,759 customers are
using the internet banking service. In additiorthis, from the total number of 8,759 online custmne
only 1,936 customers are active users and 6,823(@&8&dnactive users. (CBE, Internet Banking Status
Report, Nov13, 2015). The aim of this study is &sess the customer perception towards internet
banking service quality that CBE provide to maxienithe number of active internet banking users,

attract new users, to meet and satisfy the neduteatustomers.

Customers have become knowledgeable & this hasugligdled to a greater degree of customer
sovereignty when making a choice. Customer’s chofcéne internet banking service based on several
factors such as assurance, trust & appeal, resporess, easy to use, accessibility, fulfillmengexp&
accuracy, & contact. Those factors determine thermet banking service quality (Barnes & Vidgen,
2003), so CBE has to consider & measure those rla¢toimprove the internet banking service and

maintain the competitive advantage by satisfyirggdhstomer need.
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The customer is the judge of quality. Understandongtomer needs, keeping pace with changing
marketing, measuring their satisfaction & buildinglationship is important to the firm because
satisfaction and dissatisfaction information’s lgadthe right improvement, product design, workéorc
training activity that can create satisfied custmsmgho reward the company with loyalty. In otherr@o

the company must show constant sensitivity to emgrgustomer and market requirements.

Since the internet banking service is hew servickthere is no research related to this topic mdpian
banks context, customers may be satisfied by #mgicee or may be dissatisfied. Therefore, this wtud
assessed the customer perception of IB servicatguaid out if there are factors or variablestthave

a big impact on their particular perceptions, dilke recommendation if any that could help banks to

improve the service and sustain a strong relatipnsith their customers in CBE.
1.3. Research Questions

1. What is the level of customer perception towdhegsinternet banking service quality?

2. What are the Internet banking service qualitycéEncy areas?
1.4 Objectives of the study

1.4.1. General Objective
The major objective of this study is to assessctistomer perception of Internet banking servicdityua
in the case of CBE in selected branches in A.A

1.4.2. Specific Objectives

The specific objectives of this study are
1. to identify the level of customer perception &ds the internet banking service quality;
2. to identify the gap that exists in the interbpabking service quality provided by CBE.

1.5. Scope of the study and Limitation of the study

1.5.1. Scope of the study

The research geographically focused on grade foamdhes in A.A due to time & cost constraint.

However, internet banking customers at grade foandhes and at grade one, two, three branchestdo no
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differ significantly in their service quality pengion because the web-site that they are usingeisame.
The research conceptually focused on the custom@eption of Internet banking service quality, the
population of this study is 4,260 internet bankirsgrs who are found in A.A and the respondenthisf t
research were the Internet banking users of grade lranches. Methodologically, the research used

descriptive research design and purposive sampigtyod.
1.5.2. Limitation of the study

The study focused on the selected braches of coamthbank of Ethiopia. However if it involved more
branches, the findings of the study would be gdizexh This is not so the case due to time and mone

constraints, which are the major limitation of gtady.
1.6. Significance of the study

First, customers are always the reason for the &ristence. So this paper assessed and analyzed the
customer perception of the Internet banking sergigality in CBE. Therefore, the result of this stud

will mainly help the company to fix its problem tkéy improving its Internet banking service quality
Moreover, this research can be used as a refereaterial for further investigation with more sample
size, time scope, & resource assigned. It can s#see as a starting-point for upcoming researctmen

area of consumer's perception of Internet bankengice quality in CBE.
1.7. Operational Terms Definitions

Electronic banking (E-banking) — is a banking activity by which a customer mayf@en banking
transactions electronically by using techno basaglices (Automatic teller machine, mobile banking,

telephone banking, internet banking and others).

Internet Banking (IB) - is an innovative service delivery channel thderst diversified financial

services like fund transfer, cheque book requesid other financial services.

E-SERVQUAL - A well-known scale developed by Zeithmal et 2aDE0) for measurement of e-service

quality.

Customer-The people who are using Internet banking (I1B) iserin CBE.
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Customer PerceptionZeithmal and Bitner (1996:103) describe customecgions as the subjective
assessments of actual service received or expedemd whether they are satisfied with the quality
the service. When customers evaluate whether thityjof service meets their expectations, theyagisv

consider their service perceptions relative to etaieons.
1.8. Structure of the paper

The research will organized in five chapters as¢méed in figure 1.

Chapter-1 _| Chapter-2 _| Chapter-3

Introduction Literature review Research methods

A\ 4

Chapter-4 _| Chapter-5 | Reference and
Appendices

Results Conclusion & Rec.

Figure 1.1: Structure of the paper
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Chapter Two
2. Review of related literature

2.1. Internet Banking

Internet banking is a banking product or servicey lans, transfers, account information, paymetas
Internet banking is a delivery channel that is @#d by internet connectivity, technological inser
(banking website) and responsiveness (feedback)eofystem. As a self-service delivery channel, the
internet offers the “anytime” and “anywhere” valu®u et al. 2006).Singh(2004) purports that the
impact of the internet on business is revolution#ngs has set in motion a revolution in bankinguinat

is referred to as internet banking (Abor, 2004)céxding to Wang et al.(2003), the internet techgylis
rapidly changing the design and delivery of persdimancial services. Laukkanen (2007) concur that
banking is one of the area’s most affected by tibermet and has changes unprecedented in theyhadtor
financial services. Internet banking is fast catghip with banking practices around the world aoldi$

some advantages for both service providers an@mess (Qureshi, T.M. 2008).

Internet banking represents a paradigm shift inketarg (Bauer et al., 2004); it enables new channel
and new ways to collaborate and communicate (Fetsctl. Lattemann 2008). Research in banking is
now shifting from technological development to ulErused investigation spurred by heavy investment
in internet technology (Wang et al 2003). SinghO@0adds that the nature of banking make it fit
naturally and perfectly on the internet.

Recent studies give the indication that interneisconer banking may be more effective than tradition
consumer banking with higher profits (WilliamsorQ08). Hutchinson & Warren (2003) reports that
statistics indicates that other forms of e-banksugh as ATM, telephone banking & home banking
present constitute over so present of all bankiagsactions. They identified four drivers of intetrn
banking.

1. Customers increasing demand

2. Increasing demand competition

3. Banks exploitations of new ways to reduce cost Bieae efficiently
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4. Global deregulation of financial markets.

Jayawardhena & Foley (2000) believe that interrsetking is the answer to the inherent problems of
traditional banking as it has the potential to exphanking business and that technology, espediadly
internet platform, is a key driver of internet ches in the banking sector.

2.2. Consumer perception

Perceptions are defined in various ways. Strydawost®, and Cant (2000:84) define customer peraeptio
as the process of receiving, organizing and assigmeaning to information or stimuli detected bg th
customer’s five senses and opine that it gives megato the world that surrounds the customer.
Perceptions are also described as the end resalhofmber of observations by the customer. Cust®omer
perceive services in terms of quality of services/mled and the satisfaction level attained.

Understanding perception and the factors determihiow consumers view products and services are
central to effective marketing (Berkman, Lindquestd Sirgy, 1997). Schiffman and Kanuk (1994) state
about consumer perception saying “as diverse iddals, we all tend to see the world in our own &ec
ways.”Reality” to an individual is mere that indivial's perception of what is "out there"- of whash
taken place. Individuals act and react on the bakitheir perceptions, not on the basis of objectiv
reality. Thus, to the marketer, consumers' peroaptare much more important than their knowledge of
objective reality. For if one thinks about it, itiet what actually is so, but what consumers tisndo that
affects their actions, their buying habits, theislire habits, and so forth. And because indiveluzdke
decisions and take actions based on what they igert® be the reality, it is important that markste
understand the whole notion of perception anddtated concepts so they can more readily determine
what factors influence the consumer to buy."

Zeithaml and Bitner (1996:103) describe customecqions as the subjective assessments of actual
service received or experienced and whether theysatisfied with the quality of the service. When
customers evaluate whether the quality of servieetmtheir expectations, they always consider their
service perceptions relative to expectations. Réime emerged after customer experienced the servic
Perception is always considered relative to expiectaCustomers’ perception equals to how customers
perceive the service. Zeithaghbl. (2006) stated that customers perceive servicesrinst of quality of

the service and how they satisfied the overall viligir experiences. Customers’ perceptions areddrm

17



subsequent to their experience of the servicesvetdrom an organization. Furthermore, the leviel o
previous customer experience with certain servibas serve by other firms can impact on customers’

perception of service quality.

Perception is part of consumer behavior and a giniceits own right (Belch & Belch, 2009). In
marketing, perception is defined by Creamer (2@37& process by which an individual receives, sglec
organizes and interprets information to create aammgful picture of the world (Creamer,
2007)."Perception refers to a consumer’s awareaeddnterpretation of reality” (Babin & Harris, 201

p. 41). The perception of the consumer dependsi@nnial factors such as beliefs, experiences, needs
moods and expectations. The needs are defined rastimating source that requires action for its
satisfaction and is finite; in contrast wants tis@from desires and are boundless (Need, n. didhé,
consumer perception is influenced by the charattesi of a stimulus (like intensity) and by the ot

in which it is seen or heard (Belch & Belch, 2008{ressing the importance of prior experience, sk
(2005, p. 52) holds that "the person interpretsstimauli into something meaningful to him or hesbd

on prior experiences". This interpretation or pptime may be substantially different from reality
(Pickens, 2005). Importantly, perception refera @iven point in time and may change over time (ham
Dunne, & Dunne, 2011).Belch & Belch (2009) statkdttthe perception process is divided into three

processes (Figure 1).

Sensation Sdlecting information | Interpreting Information

[

Figure 2.1. :Perception processes based on Belch & Belch (2009)

The Sensation is the immediate response of the sense to a stiswich as a brand name or package and
is used to create a representation of the stim@iecting information is the next process. Determinants
of whether stimuli will be attended to and how thveil be interpreted by internal psychological farst

like consumer’s personality, needs, experience raontlves. These psychological inputs explain why
some people focus on things and other ignore tHanthe next step, thenformation interpretation
process, information will be organized, categorized interpreted. This process is individualized an
influenced by internal psychological factors (Be&lIBelch, 2009).
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2.2.1. Consumer perception and customer satisfactio

Ricklies (2006) stated that customer perceptiommigortant as the value a customer perceives when
buying a product or service goes beyond the usgalbitifunctionality. There is a set of emotionalues

like social status, exclusivity, friendliness, respiveness or the degree to which the expectatioms
met. It is important to understand the feeling antbtional involvement in perception which, in togay
competitive marketplace, is becoming ever more nt@md for gaining a sustainable competitive
advantage (Recklies, 2006). By focusing on consyreezeption private banks might create competitive
advantage by giving consumers the feeling thatgpeivbanking services delivered their expected fanct
and fulfilled their needs. If the customer perceqpsi meet expectations, the expectations are caedirm
and the customer is satisfied (Hoffman & Bates@1,®. The statement of Hoffman and Bateson (2010)
is based on the expectation disconfirmation thewiginated from Oliver (1980). The disconfirmation
theory is one of the most commonly accepted thearieconsumer satisfaction ( Babin & Harris, 2010).
Expectations and perceived performance lead to-poshase satisfaction. This is mediated through
negative and positive disconfirmation between etgiems and performance. If a product or service is
better than expected (positive disconfirmationyilt result in post-purchase satisfaction or, wegsa if

a products or service is worse than expected (ivegdisconfirmation) the consumer will be dissasidf
(Oliver, 1980).Important for achieving customerigaction is also to create and to maintain sudaéss
relationships (Reichheld & Sasser, 1990). This igpmspecially in service industries for which enece
qualities are high (Ennew & Binks, 1996). It hasb® mentioned that both perception and consumer
satisfaction are part of consumer behavior butirdependent concepts (Belch & Belch, 2009; Harrell,
1986). Satisfaction/dissatisfaction is a post-pasehevaluation and a stage in the consumer decision

process.

Expectations Dis - confirmation Satisfaction

\ 4
\ 4

Perceived

performance

Figure 2.2. :Oliver’s (1980) Expectation disconfirmation theeryigure created by Nevo (2005)
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2.3. Service Quality

2.3.1. Service quality defined

The service quality from the customer’s perspectheans how well the service meets or exceeds the
customer satisfaction. Because of the customenigtgemarket, service quality is generally definexhf

the customer’s perspective, which is usually terrascperceived service quality (Fisk, Grove & John
2004:153).Fisk et al (2008:153) define service iqpdtom the service provider's perspective as the
degree to which the service’s features comply i organization’s specifications and requirements;
from the customer’s perspective, this implies whbetlthe service meets or exceeds his or her
expectations. More specifically, the service previdhust be quality-oriented, and the system must be
designed to support that mission by being contilioied delivered correctly while making the proét f

the organization. The customer’s overall judgmenservice quality can be an evaluation of both the
process and the outcome, compared with the cust®men expectations and desired benefits. However,
different provider-based and customer-based petispscof service quality can be generated by
subsequent encounters with the profit-oriented romgdion. Thus, this leads to an important congept
assessing quality from perceived service qualigtvise quality has been defined as the degree and
direction between customer service expectations perdeptions (Newman, 2001). Perceived service
quality is defined as the evaluation of the serdacess the episodes when compared to some exqlicit
implicit standard (Storbacka et al., 1994). Furthercan be seen as how well a service satisfies th

expectations of customers (Bouman and Wiele, 1992).

The importance of service quality is seen to tHiecethat it has on the organization as a wholis. $een

in the following ways:

1) Service quality has an effect on customer satigfn (Arasli et al., 2005; Zeithaml and Bitne@0D);
Kandampully, 1998). Using the confirmation modeltisgfaction will be experienced by the customer,
should the perceptions (of the actual experienceged the expectations of customers.

2) Service quality has an effect on customer Igy@Heskett, 2002; Kandampully, 1998). Loyalty is
experienced by the organization when the percesedice quality experienced by the customers
exceeds that which is offered by the competitodse Telivering of service quality to customers is
required in the long term if the organization is éaperience the benefits of customer loyalty
(Kandampully, 1998).
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3) Service quality creates the competitive advantag organizations and is associated with sucakssf
organizations (Kandampully, 1998). It has been #lasdd many organizations sell a similar product of
similar quality and that the differentiator betwett)em is the service quality that is offered to the
customer (Arasli et al., 2005).

4) Service quality affects relationships and relaghip marketing, as customers are willing to build
relationships with organizations that provide segwuality (Zeithaml and Bitner, 2000).

5) Service quality has an effect on profitabilitydacosts (Buttle, 1996). As service quality impamts
customer satisfaction, this also impacts on customéention, reduction of costs and increased
profitability (Zeithaml et al., 2006).

2.3.2. Perceived service quality

The term perceived service quality has been fretiyyased by practitioners and academicians in tet p
few decades, whereas there hasn’'t been any ggna@ikpted definition yet. The consensus about
perceived service quality is that it is a consuseraluative judgment or impression regarding gicer
provider’s overall performance or excellence (Parawan et al., 1985, 1988; Cronin & Taylor,
1994;Boulding et al., 1993). Parasuraman, Zeithamd, Berry (1996) and Oliver (1980) defined PSQ as
a global judgment of the service, thus treatingsita cognitive construct. Perceived service quegityrs

to the customer’s evaluation of an organizatio®ss/ise based on his or her overall experience ef th
continuous service encounter (Woodruffe 1995:106k Et al 2008:153). Parasuraman, Zeithaml, and
Berry (1985) define service quality as the ovemlhluation of a specific service determined by
comparing the firm's performance with the custosngeneral expectations of how firms in that industr
should perform. Perceived service quality is viewsdn overall appraisal of service (Bitner and bbéub
1994) and as an attitude based on the customecept®n of performance (Cronin and Taylor 1992,
1994; Boulding et al. 1993).

2.4. E-Service Quality

The idea of e-service is one of the prominent apgibns of utilizing the use of Information and
Communication Technologies (ICTs) in different ardaut it is difficult to provide a comprehensive
definition for e-service. Along with the developnef the internet and web-based technologies, enlin
customers use necessary information on productsamnices. Zeithaml et al. (2001) are believedeo b

the first one who provided a formal definition oébsite service quality or e-service quality. Acéogd
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to Zeithaml et al. (2001), e-service quality isidefl as the extent to which a website facilitatéisient

and effective shopping, purchasing, and deliveohg@roducts and services. As stated, the meaning of
service is comprehensive, which includes both pred post-website service aspects. There are virtual
numbers of criteria that customers use in evalgatsebsites in general and service quality delivery
through websites. E-service quality can be alserde=d as the consumer’s judgment about an entity’s

(services) overall excellence or superiority (Zaitth, 1988).
2.4.1. Measuring e-service quality

Previous studies identified several dimensionsrisria of e-service quality. The conceptualizatamd
development of e-SQ measurements are needed betausk help to control and improve the
performance of online companies (Yang et al., 200R)st studies of the concept and measurement of
electronic service (e-SQ) have identified the dismems of the construct from either the customer’s
perspective or the provider's perspective (Heim &mld, 2007). Rowley (2006) points out that the
existing literature on e-service quality mainly gtuhe dimension and measuring method of e-service

quality, customers’ online experience.

On the basis of a comprehensive review and symtheisithe extant literature on e-SQ, Zeithaml,
Parasuraman, and Malhotra (2002) detailed fivedseds of criteria as relevant to e- SQ percepti@)s
information availability and content, (b) ease stuwr usability, (c) privacy/security, (d) grapistyle,
and (e) reliability/fulfillment. Santos (2003) imi¢ regard discussed e-service quality dimensias a
consisting of, ease of use, web-appearance, linksigecture and layout, content as the incubative
dimensions; reliability, efficiency, support, commication, security, and incentive as active dimensi
Fassnacht and Koese (2006) argue that e-servidgytpuifirst-order sub-dimensions of the attractness

of selection, information quality, ease-of-use, aachnical quality are actually reflections of dely
guality (i.e. a second-order dimension). Madu aratiivi(2002) proposed the following 15 dimensions of
online service quality based on literature revigerformance, features, structure, aesthetics bittia
storage capacity, serviceability, security and eystintegrity, trust, responsiveness, product/servic

differentiation and customization, Web store pekgireputation, assurance, and empathy.

Cox and Dale (2001) set up 6 dimensions of onletailing service quality with the comparison of the
traditional dimensions of service quality, and siredimensions are website appearance, commurmgatio
accessibility, credibility, understanding, and &aaility. Yoo and Donthu’s (2001) SITEQUAL believes
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the e-service quality includes four dimensions sashthe accessibility, handling the speed of the
memorizer, the artistic design and the respongeafainteraction. Lociacono et al. (2002) developea
service quality scale called WEBQUAL, which is camspd of 12 dimensions (Lociacono et al. 2002).
Consequently, Kaynama and Black (2000) build ontthaditional SERVQUAL dimensions to develop

an e-service quality measure comprised of severembions: content, access, navigation, design,
response, background, and personalization. ParaantaZeithaml, &Malhotra (2005) mention five
broad sets of criteria as relevant to E-SQ: (ayrmhtion availability and content; (b) ease of ose
usability; (c) privacy/security; (d) graphic styland (e) reliability/fulfillment. Yang and Jun (200
measured e-service quality using two groups: Ieteusers and Internet non-users. They found that
reliability was the most important dimension fotemet users even when compared to access, ease of

use, personalization, security, and credibility.

Van, R., Semeijn, J. and Janssen, W. (2003) desttleir own e-service quality dimensions. They use
the design of user interface, reliability, secyriystomization, and responsiveness as major f&attait
drive e-service quality. These dimensions refleetdifferent nature of dealing with a website agaged

to interacting with service employees. Collier ai@nstock (2006) contend that the construct of e-
service quality does not cause ease-of-use ormm#ton accuracy, suggesting that it is just theosp;

the dimensions of design and ease-of-use the dwaraluation in the customer’s judgment of quality.
Zeithaml (2002) develops a framework consistingetsfven dimensions to be used in evaluating the
delivery of e-service quality which includes accessse of navigation, efficiency, flexibility, rability,
personalization, security/privacy, responsivenassurance/trust, site aesthetics, and price kngeled
Loiacono et al. (2002) develop the WEBQUAL to sdhle service quality. They point out that e-service
quality includes 12 dimensions including the infatian adaptability, trust, design, visual requiraine
flow, business process, interaction, response timjtion, creativity, overall communication, and
replaceability.

Wolfinbarger and Gilly (2002) develop an e-servigality scale which was initially titted COMQ and
later was progressed to e-TailQ with the followiogr dimensions: website design, reliability, setgur
and customer service (Wolfinbarger and Gilly 2082)3). Kim et al (2006) identified 9 e-service dtyal
items, being: efficiency, fulfillment, system a\abllity, privacy, responsiveness, compensationtasin
information and graphic style in online retailingabholkar (1996) conducts a research work on the

dimensions of e-service quality focusing on webdésign, and he argues that 7 dimensions of eeservi
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quality can be illustrated as the basic parametetise judgment of e-service quality, including \s&é
design, reliability, delivery, ease of use, enjoyinand control. Li and Suomi (2009) proposed eight
dimensions of e-service quality, which are: websikesign, reliability, responsiveness, security,

fulfillment, personalization, information and emipgat

Yoo and Donthu (2001) develop a 4dimension scdledc&ITEQUAL to measure online service quality
of the website, and the four dimensions are easesef aesthetic design, processing speed, and
interactive responsiveness (Yoo and Donthu 200&h and Donthu (2001) develop a 4dimension scale
called SITEQUAL. Lee and Lin (2005) adopted a medifSERVQUAL scale to measure e-SQ in terms
of website design, reliability, responsivenessstirand personalization. Wolfinbarger and Gilly 2P
developed a 14-item scale “eTailQ,” based on aogbjphy of total quality management to measure e-SQ

and predict customer e-SAT, loyalty, and attitude.
2.4.2. E-SERVQUAL

Zeithaml et al. (2001, 2002) developed the e-SER¥QUneasure of e-service quality to study how
customers judge e-service quality. This new moded drawn up through a three-stage process involving
exploratory focus groups and two phases of empidesa collection and analysis. It contains seven
dimensions: efficiency, reliability, fulfilment,rivacy, responsiveness, compensation and conthet. T
first four dimensions are classified as the corevise scale and the latter thirteen dimensions are
regarded as a recovery scale, since they are atigns when online customers have questions or

problems. Contents of each dimension are showmbelo

(1) Core service scale in e-SERVQUAL. (a) Efficignthe capability of customers to access the wepsit
finding their appropriate product and informatiaated to preserving minimum effort. (b)Fulfillment
accuracy of service requirements, availability leé product in storage, and delivering the prodocts
time. (c) Reliability: the technical function ofdfsite, particularly the extent to which it is dable and
properly functioning. (d) Privacy: assurance thaipping behavior data are not open and that coadit

information is secured.

(2) Recovery service scale in e-SERVQUAL. (a) Respeness compares the capability of retailers to
give appropriate data to customers when a probleppéns, having mechanisms for handling returns,

and giving online guarantees. (b) Compensationsistsreceiving money back and returning shipping
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and handling expenditures. (c) Contact. The reqerg of customers to speak to a living customer

service agent online or on the phone.
2.4.2.1Efficiency

Efficiency is the measurement that indicates thétwalof users to access the website and find ndede
information about a product or service within a mmal effort. Parasuraman et al., (2005) defined the
efficiency as the ease of use and speed accessihgsiang the website, in other words, this refersase

of website access, the simplicity of using the weliind information effortlessness, and fast chetko
On the other words, efficiency is the accessibiidythe speed of access, information downloadirdy an
the availability of the website. They also found dliat efficiency has a strong impact on customer
satisfaction of users. A study by Li et al. (206®)nd out that ease of use is ranked the most itapbr
factor of e-service quality. Zeithaml et al.(20080erred to this dimension as navigability andestathat

for a good site to be perceived positively by cosdes, it should provide functions that help custante

find what they need easily and quickly, as welpesviding a user-friendly environment.
2.4.2.2 Reliability

Reliability refers to the correctness of produdbimation provided on the website. (Ho & Lee (2010)
explained that reliability is the site’s contenti® represented as the promised services. Espdoathe
online website, users can only acquire informaéibout products or service from the websites, toegef
the information provided is important for customaflfinbarger & Gilly (2003) gave another point of
reliability that it refers to customer perceptiohtloe site’s reliability such as a confirmation ekhand
order tracking. While Zeithaml et al. (2002) defindat it is associated with the technical funatignof

the websites in order to have a proper function.
2.4.2.3.Responsiveness

The quality of support customers receive when we faith questions or running into problems, and the
speed with which this support is provided, largdgtermine customer evaluations of post-transaction
services. Customer support is appreciated durirgg gre-transaction stage, particularly for online
services: the online customer is relatively powsslm enforcing help, having to rely on the willrags

of the firm to provide support. The faster a previdesponds to requests, the better the servidebwvil
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evaluated (Van Riel et al, 2003).Responsivenesygdd flexibility, prompt delivery, consistencydan

accuracy of service delivered.

Responsiveness is an important factor to consumiees shopping online via the websites. Zeithaml et
al. (2002) explained that the criterion relateghe response from the online stores, especiallynwhe
customers have questions or problems. Other exanapéeprompt service, helpful advice and guidance,
and accurate information about the products andicgs. Zeithaml et al. (2002) also described that
responsiveness is used to measure the abilityedfirtim to provide appropriate information to custos
when a problem occurs and whether the firms haweegoures to handle problems, and provide
guarantees. Also, Zeithaml et al. (2002) explaitiet online responsiveness index can be illustrated
from the number of channels for communication, diertfly asked questions, asking question process and
feedback to users’ inquiry. Ho & Lee (2007) expéarthat promptly responds to users’ inquiries & th

most important part of online services.
2.4.2.4.Fulfillment

Fulfillment refers to the accuracy of the servite ability of firms to deliver products and seesdn the
promised time. Parasuraman et al., (2005) explainadthe dimension is the extent of what the websi
promises to deliver products or services and tfillfaustomers’ needs. Ho & Lee (2007) explainedtth
the dimension refers to the success of online stareeliver product and services to customersalkas

the willingness to accept and correct the mistaka@spening in the transactions. Their research also
found out that customers emphasized on this quiddgéymost. A study by Wolfinbarger & Gilly (2003)

especially laid emphasis on the non-error ordepiogess and on-time delivery.
2.4.2.5.Security/Privacy

Privacy/security refers to the protection of peedand financial information (Yoo & Donthu, 200I)da
the degree that a site is considered by consursdigiag safe from intrusion (Parasuraman et al5200
Security has been identified as a vital factor &ednine e-service quality for consumers of online
banking services (White & Nteli, 2004). Securitytiee most important factor on intention store vasit
site and makes purchases (Yoo & Donthu, 2001).8gcaddresses the technical specifications of a

website’s security and payment methods; this dimanslso incorporates company reputation,
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confidence and general confidentiality among coresgnand those operating from within the company,

engaging in the communication process.

Privacy refers to the dimension to which the webdg safe in term of customer information.
Parasuraman et al. (2005) gave a definition todimgension to the degree that the website prosdés
and protection of customers and their personatinétion, since the issue has been a critically o

for online stores’ customers. Zeithaml et al. (20@%plained that privacy involves securing users’
personal information by not sharing information atboonsumers with others, and providing informed
consent. In other terms, it is a customer’s perocapbwards the confidence and trust of the webégite
study by Lee & Lin (2005) found that online custameoncern about the privacy policy the most when

they use the websites, especially relating to tregantee of personal information protection.
2.4.3. Customer satisfaction and service quality

The consumer’s comparison of expectations prioptwochase with performance perception after a
purchase results in a degree of customer satisfaethich is a mental state. This mental state is a
cognitive judgment which can either result in loevél of satisfaction, where expectation exceeds
performance perceptions or in a high level of &atison, where performance perception exceeds
expectations (Balakrishnan, n. d.). Also Cohenl.ef2806) stated that delivering superior serve@ot
enough. The delivered services must be betterdbasumers’ expectations (Cohen et al., 2006). iBhis
in contrast to the general consumer perceptiomii@in mentioned during the narrative review awats
stated that satisfaction is achieved by meetingx@eeding expectations (Hoffman & Bateson, 2010).
Service quality was identified as a major requiretri®y the customers (Galasso, 1999; Mogicato, 2008)
As the banking market becomes more and more cotiveetservice quality is a critical measure of
organizational performance and continues to cortigehttention of banking institutions and remains a

the forefront of services marketing literature amnactice (Lassar, Manolis, & Winsor, 2000a).

It was mentioned that banks offer the same or ampgloducts around the world and service quality is
necessary to differentiate them in the marketptacereate a competitive advantage (Devlin & Ennew,
1997). According to that, banking service qualgythe only area where long-term differentiation ban
achieved. New products can be easily copied, miirtiprovement procedure of service quality is more
difficult for other companies to track and to cdjhjeshanaku, n. d.). This was also confirmed irualy

undertaken by O'Loughlin and Szmigin (2005) whdestdhat consumers perceive added value through
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people-based “process” factors like service qualitgditionally, it was mentioned in this study that
service quality is essential to the relationshighwihe client. Bexley, Hewer, and Sparks (2005)
confirmed the statement of O'Loughlin and SzmidA05) by finding out that service quality was the

single most important driver for the customer ilestng a bank.
2.5. Empirical Studies

El- Sherbinietal. (2007): as cited in Abdulrazaq & Dr. Mohammed N. investigated the customers'
perspectives of internet banking, their perceivagddrtance for it, usage patterns and problemsgism

its utilization. The paper discussed the strategmications of the research findings. Empiricaladaere
gathered from bank customers in Kuwait to achidwe tesearch objectives. All bank customers in
Kuwait were considered as the population of redeanterest. The results showed the perceived
importance of internet banking services by custesmeurrent and potential use of IB services in Kitiwa
and problems perceived by bank customers in udngte researchers' main hypothesis tested that top
five services considered relative important in Kivanks were "Review account balance", "Obtain

detailed transactions histories, "Open accoun®ay“bills" and Transfer funds between own accounts”

Erikssonetal. (2005): as cited in Abdulrazaq H. & Mohammed N. has studied the technology of
internet banking in Estonia, an emerging east Eeanpeconomy. A quantitative study was selected to
obtain data regarding the usage of and attitudesartts the internet as a banking channel. The mesult
suggested that an internet bank user increasesiseamers perceive it as useful. Hence, a wellgtesi
and easy to use internet banking service may percas useful. They concluded that the perceived
usefulness so if internet banking is, for bank&eg construct for promoting customer use. They also
suggested that models of technology acceptancddsheue-formulated to focus more on the key rdle o

the perceived use fullness of the service embeutdde: technology.

Gerrard and Cunningham (2003): as cited in Abdaljad. & Dr. Mohammed N. conducted a study to
understand why users are more accepting of intdraeking services, which in turn should help bank
managers implement this If service technology tlsts millions of dollars. Exploratory interviewere
conducted and the study identifies eight charastiesi that influenced the rate of adoption. Twahafse
characteristics, namely accessibility and confiddity, are new to the literature. The results sadwhat
adopters of Internet banking perceive the senackeet more convenient, less complex, more compatible

to the man and more suited to those who are Pdcpof. Adopters were also found to be more
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financially innovative. The perceptions that adoptdad about social desirability, confidentiality,
accessibility and economic benefits were viewedlifflerently when adopters were compared with non-

adopters.
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Figure.2.3Modified theoretical model of consumer perceptibe-service quality based on Parasuraman

et al. (1985). The above dimensions are e-seruiedity measurements that the customers concern when

they decide to use or re-use the internet bankengce. If the service provider company can exaaed

meet the customer expectation, it can satisfy &inetustomers, increase active users, increasesiiepo

maintain the market share, increase the profitgbéind enhance the company competitive advan&me.

as to gain these things the company has to knowctis¢omer perception/feeling towards Internet

banking service. This study will help to CBE:

1. to know the customer perception level in order b and win the market by providing the

service that the customer desire;

2. to know the gap on internet banking service in ptdenake an improvement on that gap; and

3. to enhance the usage of internet banking by exogeximeet their expectation and satisfy them.

30



Chapter Three

3. Research Design and Methodology

The main objective of the study is to assess custq@arception of Internet banking service qualityhie
Commercial Bank of Ethiopia .To this effect, thisapter involves the research design, type of data

source, the method of sampling, tools of data gathend analyzing of data are presented below.
3.1. Research Design

According to Kothari, C. (2004), a research desgythe arrangement of conditions for collection and
analysis of data in a manner that aims to combg@htevance to the research purpose with economy in
procedure. In fact, research design is the coneémtwucture within which research is conducted; it

constitutes the blueprint for the collection, measwent, and analysis of data.

In order to show the existing phenomenon as ittexisis research used a descriptive method and
Quantitative approach. Du Plessis & Rouseas (20@%y a quantitative approach as a systematic &
structured, aimed at obtaining information fromp@sdents in direct, open manner. Results obtained
from such an approach are easily quantifiable asdahpotentially high degree of accuracy. According
Brian A. (1995), a large proportion of all resealishdescriptive research. This is because a clear
statement of ‘what is’ is an essential prerequiitenderstanding ‘why it is so’ and ‘what it mighe’.

In a very real sense, description is fundamentallitoesearch. The descriptive research sets oskde

accurate and adequate descriptions of activitigects, processes and persons.
3.2. Sampling Design

3.2.1. Population of the Study

The target population is defined as the entire grawesearcher is interested in. According to Zikdwu
(2003), the definition of the population was anniifgable total set of elements of interest being
investigated by a researcher. Based on the CBé&rniett banking status report, Nov.13, 2015, theee is
total of 8,759 internet banking users in CBE; oftittteem, the population for this research is 4,260
internet banking users who are found in A.A. Theeeecher used internet banking users of grade four

branches as sample.
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3.2.2. Sample Design and Size

The researcher took purposive sampling techniqusekect the representative sample which is internet
banking customers in A.A. From all A.A branches tegearcher has taken only 23 grade four branches,
it is because those branches have large numbeistdroer base relative to other branches. In oalget
large number of respondents and minimize costs 8petific branches the researcher choice grade four
branches and give equal proportion for each branch.

As the researcher mentioned above out of 8,75%nietebanking users, 4,260 are taken as the total
population for this study.

The sample size was determined using the folloionguula as it stated by Yamane (1967) cited indkra
(1992).

Sample size obtained as;
n= __ N = 4260 _ 66 dnline customers
1+ N (ef 1 + 4260(0.05)

Where, n — designates the sample size the resesesh
N - Designates the total number of internet bankisgrs in the target population.
e — Designates maximum variability or margin obe&% (0.05).

1 — Designates the probability of the event ocaogyri

Table 3.1: Status of Questionnaires Distribute@Bt internet banking users

NO. | District Number of grade 4 branct | Questionnaire Total number o
under each district distributed in each guestioners’ distributed
branch

1 Wes 5 16 80
2 Eas 5 16 80
3 North 5 16 80
4 Soutt 8 16 12€

TOTAL |23 36€
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3.3. Source of Data

In order to achieve the objectives, the researaked both primary and secondary data. The primatey d
collected through questionnaire from the internatking customers of the CBE. The secondary data
accessed from the company’s work processes, pglipfecedures, forms and other documents and from

different kinds of literatures in the area.

3.4. Instruments and Procedures of Data Collection

The data collection tools that employed in thislgtare questionnaires from primary sources of dath
other related documents from secondary sourcesqii@stionnaire used commonly to gather data for the
descriptive survey. The questionnaires are stradtwith closed and open-ended type. Accordingly, 5
point Likert scale items are prepared for respotglbacause it is helpful to choose one option ftben
given scaling that best align with their views.alddition to this, an open-ended questionnaire cctedu
in order to give opportunities to express theidifgs related to internet banking service qualtatt
Commercial Bank of Ethiopia is provided. The quastiaires were distributed to respondents while they

are served at the branch and rarely at their offideed questionnaires were collected on the sdaye
3.5. Data Analysis &Interpretation Method

The data that are gathered from customers througistipnnaire is analyzed by using qualitative data
analysis for open-ended questions and descriptiséstcs for close-ended questions. Descriptive
statistics used to analysis the mean &standardatenifor each e-SERVQUAL dimensions to evaluate
the customer perception. Descriptive statisticglusenterpret the data& investigate research diyec

& research questions.
3.6. Ethical Consideration

The researcher treated all the information givercisstomers and kept confidentially without disahasi
the respondent’s identity and would not be usedfor personal interest. Furthermore the questioesai
were distributed only to voluntary participants.stly, all secondary sources were quoted to keep the

rights of ownership of all materials.
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3.7. Validity and Reliability Test

According to R. Kothari, (2004), Validity is the stocritical criterion and indicates the degree took

an instrument measures what it is supposed to meagalidity is the extent to which any instrument
measures what is intended to measure. To ensuralidéy of the study the researcher collectsdata
from the reliable sources and respondents who aigunternet banking service. The study used
Cronbach’s alpha to assess the consistency ok#i®arch instrument. It is commonly used as a measur
of the consistency or reliability of sample exanasieThe higher Alpha Coefficients indicate higheals
reliability (Santos, 1999: as cited in Eze et 2008).As shown in table the reliability in this dyuas
assessed by coefficient alpha was found to be 0a86an indication of acceptability of the scale for
further analysis.

Table 3.2 reliability statistics
Reliability Statistics

Cronbach's Alpha | Number of
ltems
0.862 22
Item Statistics
Mean Std. Deviation | N Mean Std. Deviation | N

Efficiencyl 3.3333 0.98473 12 Reliabilityl 25 0.52223 12
Efficiency2 3.6667 0.49237 12 Reliability2 4.3333 0.49237 12
Efficiency3 3.6667 0.7785 12 Reliability3 2.1667 0.93744 12
Efficiency4 4 1.04447 12 Reliability4 3.6667 1.30268 12
Responsivel 3 0.8528 12 Reliability5 4.3333 0.7785 12
Responsive2 2.8333 1.40346 12 Privacyl 4.6667 0.49237 12
Responsive3 3.6667 | 0.7785 12 Privacy2 4.1667 1.11464 12
Responsive4 3.5 1.31426 12 Privacy3 3.9167 1.31137 12
Fulfillment1 4 1.04447 12 Privacy4 3.8333 1.40346 12
Fulfillment2 3.8333 0.93744 12 Privacy5 3.8333 1.40346 12
Fulfilment3 3.5 1 12
Fulfillment4 3.8333 1.11464 12
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Chapter Four

4. Data Analysis & Interpretation

This chapter will present data that has been delethrough a quantitative survey. A total of 366
guestionnaires were administered and data wereatetl from internet banking customers in grade four
A.A branches. From the 366 questionnaires disteithainly 329(90%) have been collected and analyzed

using the descriptive statistics (frequency stast
4.1. Background information of respondents

Demographic characteristics under the study inclgdeder, age, educational status, and IB service
experience. Descriptive statistics (frequenciese&cpntages) were used to identify the study sariple.

results are shown as follows:

Table 4.1 Sex, Age, Educational Status, & IB sendcexperience

Respondents Respondents
No | Items | No % No | Items No %
Gender Educational Status
Male 206 63% Certificate 42 13
1 | Female| 123 37% Diploma 66 20
Total 329 100% 3 First Degree
Holder 168 51
Age Master Degree
Holder 53 16
20-30 | 212 64 Total 329 100
2 | 3140 | 68 21 IB service experience
41-50 | 47 14 1-6 Month 197 60
>51 2 1 4 | 7-12 Month 97 29
Total 329 100 >1 Year 35 11
Total 329 100

Source: descriptive analysis result based on quesire survey,2016
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As the above table 4.1 shown, the male respondeats 206(63%) and female respondents were
123(37%). As a matter of chance, the male respdader higher than the female but this doesn’t show

that the population of male internet banking usdrigher than the females.

Another demographic factor in this research was afgeespondents, large number of respondents
212(64%) were at the age range of 20-30, 68(21%g wakthe age range of 31-40, 47(14%) were at the
age range of 41-50, and 2(1%) were at the age d@vEhis indicates that the dominant users aréhyou

and adults.

With regards to the educational status of the nedenots, 42(13%) of the respondents were certificate
holder, 66(20%) were diploma holders, 168(51%) wast degree holders, and 53(16%) were masters
holders. This shown that CBE’s internet bankingsi$&ve good knowledge to evaluate the service and

explain their feeling’s regarding CBE's internenkieng service quality.

Concerning to the experience of IB service of tegpondents, 197(60%) are used IB for 1-3 months
while 97(29%) of them used IB for 7-12 months, thst 35(11%) of them used for 1 year and above.
This indicates that IB users are increasing thraugh.

4.2. Research data analysis

To analyze, the quality of internet banking servafeCBE descriptive statistics was applied. The
perceived service quality which was measured uBHBERVQUAL with a five —point Likert Scale and
mean score and percentage were used to identifetkés of service quality for all five e-servicaality

dimensions (Efficiency, Responsiveness, Fulfillm&sliability, and Privacy).
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Table 4.2 Perception of customers on efficiency diemsion of e-service quality

All (n=329)
Item No. of Mean | Sd.
respondents | percentage | Score Deviation
It is quick to complete a transaction through my bak's internet banking service.
Strongly Disagree 17 5%
Disagree a7 14%
Neutral 36 11% 3.6565 1.11282
Agree 161 49%
Strongly Agree 68 21%
Downloading speed of the account statement on thetérnet banking is fast.
Strongly Disagree 9 3%
Disagree 48 15%
Neutral 81 25% 3.4833 .95662
Agree 157 48%
Strongly Agree 34 10%
Using the website doesn't require a lot of effort.
Strongly Disagree 11 3%
Disagree 60 18%
Neutral 42 13% 3.6109 1.10183
Agree 149 45%
Strongly Agree 67 20%
It is easy to find what | need on the website.
Strongly Disagree 19 6%
Disagree 41 12%
Neutral 62 19% 3.5988 1.12217
Agree 138 42%
Strongly Agree 69 21%
Overall mean score 3.5874

Source: descriptive analysis result based on qrestire survey,2016

37




Efficiency refers to customer access to the inteamel respective website to find out about therdesi
service, means of payments, and necessary inf@meggarding them with the least effort. (Zeithaml

al. 2002)

Data stated in the above table 4.2 about onlinesaretions are quick to complete indicates that 90%
respondents give positive response, 11% of respisidesponse neutral, 19% of the respondents give
negative response and the mean value of this iseB165which fall in agreed scale that means online

customers have positive perception on this item.

The second item on this efficiency dimension isudlibe downloading speed of the account statersent i
appropriate. Survey data in this part shows th&% ®f respondents give a positive response, 25% of
respondents response neutral, 18% of the respandgmet a negative response and the mean valuésof th
item is 3.48 which fall in neutral scale that mean$ine customers have not enough experience an thi

item.

From the statement which is asked about using #igsite doesn't require a lot of effort as statethen
table 4.2 the result shows that; 66% of the respotsdgive positive response, 13% of respondents
response neutral, 21% of the respondents give inegasponse and the mean value of this item i$ 3.6

which fall in agreed scale that means online custsrhave positive perception on this item.

The fourth statement under the efficiency dimenssabout the customer can easily find what he/she

needs on the website. As shown from the above,téBk of the respondents give a positive response,

19% of respondents were neutral, 18% of the respusdyive a negative response and the mean value of
this item is 3.59 which fall in agreed scale thaams online customers have positive perceptiorhisn t

item.

In general, efficiency dimension of e-service giyadicores mean value of 3.58 which is approaches to
agreed scale. Even if the mean value comes closieetagreed perception, it is lower perception rate

given by customers as compared to other dimensions.
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Table 4.3 Perception of customers on responsivenatismension of e-service quality

All (n=329)
Item No. of Mean Sd.
respondents Percentage | Score Deviation
My bank promptly resolves problems | encounter withmy online transactions.
Strongly Disagree 41 12%
Disagree 98 30%
Neutral 125 38% 26687 | .97043
Agree 59 18%
Strongly Agree 6 2%
The bank provides appropriate information to custoners when a problem occurs.
Strongly Disagree 17 5%
Disagree 96 29%
Neutral 125 38% 2.9301 | .95858
Agree 75 23%
Strongly Agree 16 5%
My bank repairs a breakdown on the website quickly.
Strongly Disagree 18 5%
Disagree 104 32%
Neutral 167 51% 2.7143 | .79469
Agree 34 10%
Strongly Agree 6 2%
My bank has online customer service representative.
Strongly Disagree 24 7%
Disagree 50 15%
Neutral 124 38% 3.2401 | 1.09882
Agree 85 26%
Strongly Agree 46 14%
Overall mean score 2.8883

Source: descriptive analysis result based on quesire survey,2016
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Responsiveness measures the ability for supphhefréquired and relevant information to customers

when a problem a rises. It includes replacemen¢mair. (Zeithaml et, al. 2002)

As indicated in the above table 4.3 the first itesnabout getting a prompt solution when online
customers face a problem. Sometimes online customay face a problem while they are making the
transaction online. This time, the bank should Ikesthe problem promptly. However, more than 42% of
respondents give a negative response, 38% of rdeptsresponse neutral, and 20% of the respondents
give a positive response and the mean value is\gtfiéh is the lowest perception result. This intksa
that the online customers are not getting the mwiytromptly and have a negative perception abust t

issue. So CBE has to give attention in this regadiimprove the service quality.

The second item which is asked about providing @mpete information to the customers when problems
occur indicates that the majority of respondent%o3&sponses neutral, 34% of respondents give a
negative response and the remaining 28% of resptsdgve positive response and the mean score is
2.93. This indicates that CBE doesn’'t provide appsete information to online customers when
problems occur.

The third item is about repairing a breakdown om website quickly. While there is any failure retht
internet banking, bank’s support staffs have maieththe problem. However, the speed of identifying
the problem and time taken to recover the probkanpther issue that might make dissatisfactidheo
customers. Here more than 37% respondents havgativeeresponse to it, 51% response neutral and the
remaining 12% of respondents give positive respamskethe mean value is 2.71. This implied that CBE

doesn’t repair the breakdown on the website quickly

The fourth statement in responsiveness dimensioabait the existence of online customer service
representative. CBE has a call center to assisinkibg services customers. But the survey dataigm t
part showed that only 40% of the respondents giyaositive response on the existence of online
customer service representative. But major shaes ¢gwthe neutral section of the scale that is 38%,
remaining 22% of respondents give a negative respand the mean value of this issue is 3.24. This
indicates that CBE doesn’t create enough awarealesst the existence of call center to answer the

guestions about the services and can give supptetcustomers.
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Generally, responsiveness dimension was perceiyeldebcustomers with a mean score of 2.88 which is
in the median value; when it is compared with ottienensions it is the lowest perception rate gilgn

customers. In addition to this, there are attrisutader the responsiveness dimension with the bwes
perception result which is resolve problem prompgitpre 2.66, provide appropriate information score
2.93 and repair breakdown quickly score 2.71. Tioeee CBE should improve customer perception

regarding this dimension by providing a quick resgmto request and prompt services to the customers

Table 4.4 Perception of customers on fulfillment agnension of e-service quality

All (n=329)
Item No. of Mean Std.
respondents Percentage Score Deviation
My online transactions with the bank are always aaarate.
Strongly Disagree 10 3%
Disagree 52 16%
Neutral 50 15% 3.6809 1.09529
Agree 138 42%
Strongly Agree 79 24%
It is easy to use my bank website.
Strongly Disagree 7 2%
Disagree 25 8%
Neutral 44 13% 3.8967 193131
Agree 172 52%
Strongly Agree 81 25%
The bank site makes accurate promises about the séce being delivered.
Strongly Disagree 3 1%
Disagree 35 11%
Neutral 100 30% 3.6413 .93326
Agree 130 40%
Strongly Agree 61 19%
My bank is truthful about its offerings.
Strongly Disagree 2 1%
Disagree 24 7%
Neutral 61 19% 3.9179 .89167
Agree 154 47%
Strongly Agree 88 27%
Overall mean score 3.78419

Source: descriptive analysis result based on qrestire survey,2016
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Fulfilment indicates service soundness and acgurds immediate availability, and its delivery at

promised time. (Zeithmal et, al. 2002)

As indicated in the above table 4.4, the fulfillmeart of service quality dimensions, 66% of resjants
have a positive response on the online transatiancurate, 15% of respondents were neutral, 8fd 1
of respondents have a negative response and the va&ee of this item is 3.68. This implied that CBE
online transaction is accurate.

The other item under fulfillment dimension is itdasy to use the bank website. The bank websitddgho
be easy and take a short process to make the ¢teomsar to access their account. With this regard%o

of the respondents have a positive response, 138éspbndents were neutral, and 10% of respondents
have a negative response and the mean value o$tdtsment is 3.89 which fall in agreed scale that

means online customers have positive perceptidhisntem.

The third point under the fulfilment dimensiontre bank website makes accurate promises. With this
regards, 59% of the respondents have a positiyonse, 30% of respondents were neutral, and 12% of
the respondents have a negative response and te vatie of the item is 3.64 which fall in agreed

scale. These implied online customers have pogiéreeption on this item.

The other point in fulfilment dimension is the lkas truthful about its offering. In this case matp of
respondents, 74% give a positive response, 19%sgondents were neutral, and 8% of respondents
have a negative response and the mean value dtethes 3.91 which fall in agreed scale that means

online customers have positive perception on thig.i

In general, fulfilment dimension of e-service gtiabcores a mean value of 3.78 which is approaties
agreed scale. Even if the mean value comes clo$e tagreed perception, there are two items whash h
small mean value as compared with the other itedeuthe fulfilment dimension. These are online
transaction is accurate with a mean value of 3r@Bthe bank website makes an accurate promiseawith

mean value of 3.64.
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Table 4.5 Perception of customers on reliability adnension of e-service quality

All (n=329)
Item No. of Mean Std.
respondents Percentage | Score Deviation
Whenever the bank promises to do something, it doas.
Strongly Disagree 4 1%
Disagree 42 13%
Neutral 108 33% 3.5198 .92743
Agree 129 39%
Strongly Agree 46 14%
It is easy for you to understand all the text containg the bank site.
Strongly Disagree 3 1%
Disagree 21 6%
Neutral 67 20% 3.8328 .84067
Agree 175 53%
Strongly Agree 63 19%
The bank site is up & running all the time.
Strongly Disagree 27 8%
Disagree 150 46%
Neutral 97 29% 2.5562 .88554
Agree 52 16%
Strongly Agree 3 1%
The information provided on the site is accurate.
Strongly Disagree 2 1%
Disagree 38 12%
Neutral 53 16% 3.8146 .93328
Agree 162 49%
Strongly Agree 74 22%
The account statement is updated immediately as soas the transaction is finished.
Strongly Disagree 13 4%
Disagree 36 11%
Neutral 62 19% 3.8359 1.14915
Agree 99 30%
Strongly Agree 119 36%
Overall mean score 3.51185

Source: descriptive analysis result based on qrestire survey,2016
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Reliability concerns the website technical perfance especially in regard to product or service
availability and its sound performance and fundaiay. (Zeithaml et, al. 2002)

As indicated in the above table 4.5 the first itander the reliability dimension is the bank give it
service as promised. With this regards, 53% of agedpnts have a positive perception of it, 33%

response neutral and 14% respondents have a reegativeption and it scores the mean value of 3.51.

The other issue under the reliability dimensionthe text containing in the website is easy. The
text/command should be usual and friendly for thet@mers to understand and make transaction easily.
Here 73% of respondents have a positive perceptimoit, 20% response neutral and the remaining 7%

respondents have a negative perception and therstat scored mean value of 3.83.

The other reliability issue is related to the aadility network connection. The majority of the
respondents 54% have a negative perception, 298spbndents were neutral and 17% of respondents
have positive perception and the mean score is ZI&5 indicates that the network doesn’t workingjly

it is may be due to infrastructural problem of tthio-telecom or the bank itself. Therefore, thalkba

should give higher concern for this issue.

The fourth item under the reliability dimensionti® website provides accurate information. Witls thi
regards 71% respondents have a positive perceptiary 16% response neutral, and 13% of respondents
have a negative perception and the mean value8isaMBich fall in agreed scale. This indicates that

online customers have positive perception on thig.i

The speed of updating the account statement/baiarex@other issue of reliability dimension. Withsth
regards 66% of the respondents have positive piooepl9% response neutral, and 15%respondents
have a negative perception and the mean scor83swhich is approached to agreed scale. This imhplie

that, online customers have positive perceptiothaitem.

As it can be observed in table 4.5, the reliabiitmension was perceived by the customers with anme
value of 3.51 which is above the median; when itaspared with other dimensions it is the lowest
perception rate given by customers. Moreover, tigean item under the reliability dimension witreth

lowest perception result, which is “the bank s#tep & running all the time” with a mean value 2
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Table 4.6 Perception of customers on privacy dimere of e-service quality

All (n=329)
Item No. of Mean Sd.
respondents Percentage Score Deviation
You can rely on the information that you give not lging misused.
Strongly Disagree 6 2%
Disagree 11 3%
Neutral 58 18% 4.0304 .89663
Agree 146 44%
Strongly Agree 108 33%
| have a confidence in my bank’s internet bankingervice.
Strongly Disagree 4 1%
Disagree 27 8%
Neutral 34 10% 3.9939 91729
Agree 166 50%
Strongly Agree 98 30%
There is a clear privacy policy.
Strongly Disagree 2 6%
Disagree 31 9%
Neutral 47 14% 3.9666 .94455
Agree 145 44%
Strongly Agree 104 32%
There is an auto-sign-out system (for safety).
Strongly Disagree 13 4%
Disagree 8 2%
Neutral 51 16% 4.0729 1.00038
Agree 127 39%
Strongly Agree 130 40%
My bank website seems security-conscious.
Strongly Disagree 21 6.4
Disagree 11 3.3
Neutral 36 10.9 4.0395 1.10774
Agree 127 38.6
Strongly Agree 134 40.7
Overall mean score 4.02067

Source: descriptive analysis result based on quesire survey,2016
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Privacy assures customers that their personalatatdahe information of their balance or transactilh

be safe and won’t be shared. (Zeithaml et, al. 2002

As indicated in the above table 4.6 the first itemder the privacy dimension is the customer infaroma
is protected. With this regards, 77% of respondéatge a positive response, 18% response neural, and
the remaining 5% of respondents have negative nsgsoand score 4.03 mean value. This indicates that

CBE is working well on this issue and customersehagood image about the security system of CBE.

The confidence of customer on the bank websiteadbasic issue to use the bank’s service withaurt fe
With this regards, 80% of the respondents have stipe response, 10% response neutral and the

remaining 10% of respondent have a negative regpamd this statement score 3.99 mean value.

The existence of clear privacy policy is anothemtunder privacy dimension. With this regards, &%
the respondents have a positive response, 14%n&speeutral and 10% of the respondents’ negative

response and this statement score 3.96 mean value.

The auto-sign-out system is another item in thegoy dimension. With this regards, 79% of the
respondents have a positive response. 16% respens@l and the remaining 6% of the respondent have

a negative perception and score highest mean ¥alie

The fifth item which asked in e-service quality @insion of privacy is the bank website is security-
conscious. Data obtained from respondents, 80%h®fréspondents have a positive response, 11%
response neutral, and 9% of respondents have &veegassponse and this statement score mean vélue o
4.03.

In general, the privacy dimension was perceivedhagycustomers with a mean score of 4.02 which is
highest perception rate given by customers. Thiglied that CBE’s online customers have a positive
perception of privacy dimension and CBE are workivell in this dimension. However, there are small

numbers of customers who have a negative perceptigirivacy part of service quality dimension.
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4.3.Comparison of eservice quality dimension by mean value

As shown infigure 4.1 CBE scored less mean value 2.88 in respeness dimension of internet bank
service and high mean value 4.02 scored in pridatyension of internet banking service. The reghe
service quality dimensions were scored mean vai3e/8 by fulfilment, 3.58 by efficiency and 3.by
reliability. Thus, we can infer that CBE shows paservice quality in responsiveness but good sel
quality in privacy.

Moreover, when comparing taobtained fronmthe survey by the number cpositive and negative
respondents, the largest numB8f6 and 79% of respondents were la positive perception ' privacy
dimension. However, darge number of respondents 54{give their negativeresponse to reliability
dimension of CBE’s internet banking service andgéeond large number 42% of respondgive their

negative perception t@sponsiveness dimension of CBE’s internet bangergice quality

-*

Efficiency =3.5874

+ Responsiveness = 2.5383
Fulfillment =3.7842
Reliability = 3.5119
Privacy =4.0207

Mean Value

I Fulfillment

21%

-

-

-

Figure 4.1 Comparison ofservice qualitydimensions by mean values



4.4. Qualitative Analysis

In addition to closed-ended questions, responderte asked the following open-ended questions in

order to know their attitude on the internet bagkservice quality.

1. What benefit do you get from internet banking sez?i
The respondents have listed the following pointa bBenefit of IB services. The points are listetble
+ Make a transaction anywhere & anytime.
Download account statement.
No need to go to the bank to check our accounnbaland transactions.

Internet banking saves the time.

- - + ¥

Make fund transfer to local and foreign accounts.

This indicates that most of the online customergelenough awareness about the benefit of IB service
So, we can conclude that it is very important ttvise and online customers want to use the seimice

order to get the listed benefits.

2. What problem do you encounter with internet banldaegice?
The respondents have listed the following pointa psoblem of IB services. The points are listeldwe
+ There is frequent network interruption
+ The website doesn’t work on all type of smart ptsone

+ The problem that occurs in the website doesn’tesglvickly.

The points are related with network problem that iceclude in reliability dimension and the othelirgo

related to a problem of quick response that caludtgcin responsiveness dimension.
3. Are you satisfied with the internet banking serwitat you are getting from your bank?

Based on the finding data, 212(64%) of the respotsd@sponse yes and 117(36%) respondents response
no. This indicates that the majority of respondeméssatisfied by the internet banking service BEC
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4. Do you have any other comments regarding interaeking service?

The respondents have listed the following poing they think CBE should do in order to improve the

quality of internet banking. The points are lisbedow:

4+ CBE have to work in close with Ethio-Telecom to noye the network problem.
+ The system has to work 24/7 to access the accoytitree.
+ CBE should re-design the website when the techya®ghanging and add some other features

or financial service. Like, transfer to abroad acds and private bank accounts.
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Chapter Five

5. Summary, Conclusion and Recommendations

5.1. Summary of Findings

The objective of the study is to assess the custpereeption towards internet banking service dquai
grade four CBE branches in A.A. This study is usedE-SERVQUAL model developed by Zeithaml et
al. (2000) the dimensions are efficiency, relidgpjlresponsiveness, fulfilment, and security/peiyaln

this research descriptive study method and purposampling technique were used to collect the data
and investigate research objectives. The studyceaducted by distributing questionnaires to 366nen|
customers from which 329(90%) have been collecedest the reliability of E-SERVQUAL instrument
Cronbach’s Coefficient (Alpha) were computed foe tt2 questionnaires administered for pilot survey.
The Cronbach’s Coefficients of e-service qualignis were 0.862. The perceived e-service qualit of

was measured using 5—Point Likert scale range &twomgly disagree to strongly agree.

The demographic backgrounds of the sample resptsden presented in four parameters to understand
the customer profiles i.e., gender, age, educdtistatus and 1B service experience. Based on tkee da
presented above a total of 63% & 37% respondestmalte and female respectively. With regards to age
of respondents, 64%, 21%, 14%, & 1% of respondargsn the age range of 20-30, 31-40, 41-50 and
above 50 respectively. With regards to their edonat status, 51%, 20%, 16%, & 13% of the
respondents are degree holders, diploma holdertenga$iolder, and certificate holders respectively.
With regards to IB service experience, 60%, 29%,1&0 of the respondents are using IB service for 1-6

months, 7-12 months and above a year.

The perceptions of customers towards IB servicelityuare presented in five e-service quality
dimensions. These are efficiency, responsivenedgbility, fulfilment, and privacy. The overall
efficiency dimension of IB service quality scoregans value of 3.58 which is between neutral and
agreed scale of customer perception. In anothed wibe customer perception falls in agreed scdies T

dimension is the third highest e-service qualityeinsion on CBE’s IB service.
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The overall responsiveness dimension of IB sergicaity scores mean values of 2.88 which is between
disagreed and neutral scales and it shows thegspeice quality with comparing to other servicelgya

dimensions. This means customers have not pogigveeption on the responsiveness of the service. In
addition to this, there are large numbers of redpots (42%) have a negative perception of this
dimension. Thus, CBE should analysis and reviseddsponsiveness in order to improve the service

quality.

The overall reliability dimension of IB service diyscores mean value of 3.51 which is almost kimi
to efficiency and is between neutral and agreeescalherefore, CBE's IB service quality in the
reliability dimension is close to agreed perceptiBot there are largest numbers of respondents X54%

who have a negative perception of the reliabilt{CBE’s 1B service.

The overall fulfilment dimension of IB service difya scores mean value of 3.78 which is close ® th
agreed customer’s perception and it is the secaglkeh dimension related to others dimensions of

CBE's IB service.

The overall privacy dimension of IB service quaktyores mean value of 4.02 which is found in agreed
scale. Also, CBE shows highest service quality gation in privacy dimension when we compare with

other dimensions.

Finally, the overall customer perception level 83vhich is fall in agreed scale and the overadtcmer
satisfaction on IB service is more than half afp@ndents (64%) are satisfied by the IB servicethad
rest 36% of respondents are dissatisfied with Biesérvice of CBE. This implies the majority of

respondents have positive perception and theyadisfied with the IB service of CBE.
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5.2. Conclusion

Bank sectors are enforced to develop alternatimacgechannels due to technological changes, fdlful

the customer desire, to maximize the profitabiléaphance the market share, and achieve the customer
loyalty. Due to this CBE should give attention t® internet banking service by evaluating the dquaili

the service and improve the gap in order to getbdreefits from it. The objective of this study was
assess the customer perception of internet bankergice quality by using the E-SERVQUAL
instrument. In order to achieve the main objectif’the study, the researcher prepared two basfgpe
objectives of the study. These areTb. determine the level of customer perception by using the 5 e

service quality dimensions.

¢ Privacy dimension is an important dimension whiah create confidence on customers, it use to
gain trust and loyal customers. If the websiteastrustful and secured the online customers will
never use the bank service. Based on the findimg,GBE privacy dimension has the highest
result and the finding indicate that the onlinetoosers have confidence and trust on the IB

service.

« Responsiveness dimension have a big impact on liskialy good relationship, mobilizing
additional resources from existing & new customansl creating awareness about the bank’s
services. However, the result shows that responesg dimension has lowest result and has a

negative perception by the online customers.

« Based on the finding, the rest three dimensiongakiéty, fulfillment and efficiency) have a

positive perception by the online customers anclemost similar results.

¢+ Moreover, the findings show that the overall legélcustomer perception falls in agreed scale
which means online customers have a positive pgorepowards internet banking service. In

addition, the finding shows that the online custmvae satisfied by the internet banking service.
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2. Toidentify the gap of internet banking service quality dimension.

+ Responsiveness of bank’s website is important tyuariteria and the most preferred by
customers. When customers face a problem or hagstiqas they prefer to talk to the bank
employees. Responsiveness can create good image thboservice, attract new customers and
increase the customer satisfaction level. Howdwerfinding shows, CBE has serious service gap
on responsiveness dimension.

+ In addition, CBE needs to give attention to theialslity dimension specifically in the
functionality of the internet banking service. Bankvebsite should function properly to the
customers and should be up and running all the. tithehe service is functional all the time it
may encourage the online customers to use thecegwrieate a positive attitude about the service
and enhance the usage of the service.

« In general the finding shows, the four e-servicality dimensions (Reliability, Efficiency,
Fulfilment, and Privacy) have positive perceptidnsthe internet banking customers. However,

the responsiveness dimension of IB service qublynegative customer perception.
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5.3. Recommendations

*

Since internet banking is new service of CBE amdrithmbers of active internet banking users
are very low, CBE should give attention to checdk $lervice quality and increase the service
user because service quality is an important factgatisfy the existing customers and attract
new customers. The bank should work on the fivergise quality dimensions to enhance the
usage of IB service and to improve the gap on metebanking service. CBE should work

hard to improve the satisfaction of customers stheeoverall customer dissatisfaction level is
117(36%). Customer dissatisfaction leads customeesift the firm, so CBE has to do a lot

to bring improvement in the quality of its serviened better satisfy its online customers.

Reliability dimension is the important dimensiondrservice quality. Therefore, CBE must
make every effort to improve network and provide Hervice 24/7. Network quality is also
the most important factor for e-service qualitycsinthe IB service requires a network
connection to function. Therefore, CBE should inyerdats network by closely working with

Ethio-Telecom.

Responsiveness dimension has a big impact to cestsatisfaction. CBE should improve the
speed of repairing a breakdown through continuowmitoring; it should improve its

performance by motivating and training employeeprtwvide appropriate information to the
customer about IB service of CBE and enhance thiéngness of the employee to help

customers.

CBE should provide timely service to its IB custosjecustomer should get a prompt
response to their complaints and questions fromethployees of the CBE. To this effect,
CBE needs to establish an effective monitoringesystor quick handling of complaints and

guestions.

CBE should give appropriate information to the oostrs about the existence of call centers
(Online customer service representatives) those wdrm answer the questions about the

services of CBE and can give support to the custeme
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+ Moreover, the researcher recommends that the baskidhconduct a survey constantly 1.
Identify other dimensions which may have significempact on the bank’s IB service quality,
customer satisfaction, and customer loyalty. 2estigate the factors that affect the adaptation

of IB service.
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APPENDIX

St. MARY'S UNIVERSITY
SCHOOL OF GRADUATE STUDIES
MASTERS OF BUSINESS ADMINISTRATION (MBA) PROGRAM
QUESTIONNAIRE TO BE FILLED BY INTERNET BANKING CUSDMERS
Dear respondent,

The purpose of this study is for the practicalifinifent of the researcher’s Master’'s Degree Progimam
Business Administration at St. Mary’s University.am undertaking a dissertation on the topic:
Assessment on Customer Perception of Internet Bgrkervice Quality in CBE.

The researcher would like to confirm to you that tespondents as well as the data obtained thritngyh
guestionnaire will remain confidential and will beed only for an academic purpose.

Instruction

« Please put a mark corresponding to your answer choices for edithe attached questions.

» Thank you for your valuable time in advance.

Kalkidan Bekele
MBA student at St. Mary’s University
Tel: 0910-64-23-35

E-mail: kalbekele870@gmail.com
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To be filled out by CBE’s customer of Internet bankng service
Section |: Please put tick¥) in the space in front of your options:

1. Gender [ 1 Male 1 enkle

Age [ 1 20-30C_—1 31-40 1 41-5C_—1 aboves51

3. Education Levell___1 Certificate [___1 Diplomaholdel____1 Firsigdee holder
Master degree holdd__]

4. How long have you been using internet bankil___] 1-6 MonthsT____1  7-12 Months
More than a year[_]

n

Section II: Please indicate whether you agree or disagreeeaith statement by ticking)(on the
spaces that specify your choice from the optioasdinge from Strongly Disagree to Strong Agree.

Note: SD= Strongly DisagreeD= Disagree, N= Neutral, A= Agree, SA= Strongly Agre

Level of Perception
S.No | Statements of Internet Banking Service Quality
3 o z < |
Efficiency
1 It is quick to complete a transaction throughbmapk’s internet banking service.
2 Downloading speed of the account statement oimteenet banking is fast.
3 Using the bank’s website doesn’t require a |cgfédrt.
4 It is easy to find what | need on the website.
Responsiveness
5 My bank promptly resolves problems | encounter withonline transactions.
6 The bank provides appropriate information to aostrs when a problem
occurs.
7 My bank repairs a breakdown on the website quickl
8 My bank has online customer service represemtativ
Fulfillment
9 My online transactions with the bank are alwaysusate.
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10 It is easy to use my bank’s website.

11 The bank’s site makes accurate promises abewetvices being delivered.
12 My bank is truthful about its offerings.

Reliability

13 Whenever the bank promises to do somethingés ¢o.

14 It is easy for you to understand all the texttaming the bank’s site.

15 The bank’s site is up & running all the time.

16 The information provided on the site is accurate

17 The account statement is updated immediatetpas as the transaction is

finished.

Privacy/ Security

18 You can rely on the information that you give heing misused.
19 I have a confidence in my bank’s internet bagldgarvice.

20 There is a clear privacy policy.

21 There is an auto-sign-out system (for safety).

22 My bank’s website seems security-conscious.
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Section lll: Please mention your opinion related to internekbay service given at CBE.

What benefit do you get from internet banking se9i

Thank you for taking time to complete this questionaire!
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