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ABSTRACT 

This study was conducted with three objectives to accomplish, namely; to identify the 

perceptions of customers towards electronic banking, to understand the actual practices 

of customers on electronic banking transactions, and to examine challenges facing 

customers on the usage of electronic banking. The study was based on customers of only 

one case (Vodacom) and especially one e-banking system, M-Pesa. Data was collected 

mainly using a semi-structured questionnaire and was further analyzed using both 

qualitative and quantitative ways. 

 

The study found out that, customers are positive in most of the dimensions that make up 

the e-banking; their concern is only on the issue of security and reliability. It has also 

been found out that, actually, customers use electronic banking widely and most of them 

prefer to use mobile phones and ATMs in implementing e-banking as compared to using 

IC and PC.  Furthermore, it has been observed that, despite of the wide spread of e-

banking; it has mostly been applied for less than two years by the majority of customers 

and actually, people use e-business on daily basis with their frequent used service being 

topping up of air time. Finally, a host of challenges have been reported to impinge e-

banking. These include but not limited to; poor coverage of the service, poor internet 

service and networking, customers’ ignorance towards technology, security of the 

customers’ information, limitation of the services to people with disabilities and 

customers’ illiteracy. 

 

The study recommends that, the government needs to use its agents to put in place the 

necessary infrastructure for e-banking to grow. It is also recommended that Vodacom 
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and other companies which provide e-banking services come up with ways and means 

which will ensure the security of the information and assets of their customers. 



viii 

 

TABLE OF CONTENT 

CERTIFICATION ............................................................................................................ ii 

DECLARATION AND COPYRIGHT ............................................................................ iii 

ACKNOWLEDGEMENT ................................................................................................ iv 

DEDICATION ................................................................................................................... v 

ABSTRACT ...................................................................................................................... vi 

TABLE OF CONTENT ................................................................................................. viii 

LIST OF FIGURES .......................................................................................................... xi 

LIST OF ABBREVIATIONS ......................................................................................... xii 

CHAPTER ONE: OVERVIEW OF THE STUDY ............................................................ 1 

1.0  Introduction ......................................................................................................... 1 

1.1  Background to the Study ......................................................................................... 1 

1.1.1  Historical Perspective of Bank in Tanzania ................................................. 4 

1.1.2  Mobile Phones .............................................................................................. 6 

1.2  Statement of the Problem .................................................................................... 7 

1.3   Research Objectives ............................................................................................ 8 

1.4  Research Questions ............................................................................................. 8 

1.5   Significance of the study ..................................................................................... 9 

1.6  Scope of the Study .............................................................................................. 9 

1.7  Report Layout ................................................................................................... 10 

CHAPTER TWO: LITERATURE REVIEW .................................................................. 11 

2.0 Introduction ....................................................................................................... 11 

2.1  Definition of e-banking .................................................................................... 11 

2.4  Theories of Electronic Banking ......................................................................... 13 

2.4.1  Theory of Technology Acceptance Model ................................................ 13 

2.3  Selected Empirical Studies on Perceptions of Internet Banking ....................... 15 

2.3.2  Challenges facing customers on Internet Banking ....................................... 18 

� Geographical Reach .......................................................................................... 18 

� Branding ............................................................................................................ 19 

� Customer Demographics ................................................................................... 19 

� Users Discontinue Service ................................................................................. 20 



ix 

 

2.4  Conceptual Framework for the study ................................................................ 20 

 ...........................................................................................................................................   .

 .......................................................................................... Error! Bookmark not defined.  

CHAPTER THREE .......................................................................................................... 22 

METHODOLOGY ........................................................................................................... 22 

3.0  Introduction ...................................................................................................... 22 

3.1  The study Location ............................................................................................ 22 

3.2  Research Design ................................................................................................ 22 

3.3 Research Approach ............................................................................................ 23 

3.4  Sampling Units and the Sampling Techniques/Procedures ............................... 24 

3.5 Sample Size ....................................................................................................... 24 

3.6 Data Collection Methods ................................................................................... 25 

3.7 Data Collection Procedure ................................................................................. 26 

3.8 Data Analysis .................................................................................................... 26 

3.9  Reliability and Validity Issues.......................................................................... 26 

CHAPTER FOUR ............................................................................................................ 28 

FINDINGS AND DISCUSSIONS ................................................................................... 28 

4.0 Introduction ....................................................................................................... 28 

4.1 Profile of Respondents ...................................................................................... 28 

Comparison of E-banking to other Banking System .................................................... 36 

CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIONS ........ 49 

5.1 Summary of the Findings .................................................................................. 49 

5.1.1  Perceptions of Customers towards E- banking .......................................... 49 

5.1.2 Actual Practices of Customers on E-banking............................................. 50 

5.1.3 Challenges Facing Customers on the Usage of E-banking ........................ 50 

5.2 Conclusion ......................................................................................................... 50 

5.2.1 Contribution to Policy ................................................................................ 51 

5.2.3 Contribution to Knowledge ........................................................................ 51 

5.3 Recommendations ............................................................................................. 52 

5.3.1 Recommendations to Government ............................................................. 52 

5.3.2 Recommendations to Management of e-banking firms ............................. 52 



x 

 

5.3.3 Recommendations to Management of conventional banking system ........ 53 

5.3 Limitation of the study ...................................................................................... 53 

5.4 Area for the Study ............................................................................................. 53 

References .................................................................... Error! Bookmark not defined.  

Appendix 1: Questionnaire for Customers ................................................................... 62 



xi 

 

LIST OF TABLES 

Table 4. 1: Composition of Customers by Cadre ............................................................. 28 

Table 4. 2: Distribution of Customers by Education level ............................................... 32 

Table 4. 3: Perceptions of Customers on the Dimensions of e-banking .......................... 33 

Table 4. 4: Distribution of Durations of Using e-banking ............................................... 42 

Table 4. 5: Distribution of Frequency of using e-banking ............................................... 43 

  



xii 

 

LIST OF FIGURES 

Figure 2. 1: Conceptual Framework for the Study ........................................................... 20 

Figure 4. 1: Distribution of Customers by Age ................................................................ 29 

Figure 4. 2: Composition of Customers by Sex ............................................................... 30 

Figure 4. 3: Distribution of Customers by Tenure ........................................................... 31 

Figure 4. 4: Categories of Accessing e-banking .............................................................. 37 

Figure 4. 5: Distribution of preferred services ................................................................. 44 

 

  



xiii 

 

LIST OF ABBREVIATIONS 

  

ATM Automatic Tellers Machine 

BOT Bank Of Tanzania 

CRDB Cooperative and Rural Development Bank 

CRM Customer Relationship Management 

E-Baking Electronic Banking 

GDP Growth Domestic Product 

IC Internet Cafes 

IT Information technology 

LUKU Lipia Umeme Kadri Utumiavyo 

NBC National Bank of Commerce 

NCB National Cooperative Bank 

PC Personal Computer 

TAM Technology Acceptance Model 

VAT Value Added Tax 

  

 

  



1 

 

CHAPTER ONE: OVERVIEW OF THE STUDY 

1.0  Introduction 

This chapter brings about the general trends of this study about the role of customer 

perceptions and practice on usage of electronic banking transactions in Tanzania. It 

begins with the description of the background to the study, history of e-banking in 

Tanzania, followed by the statement of the problem, after which it presents the research 

objectives and research questions. The chapter winds up with the significance to the 

study, by pointing out how this study is important in knowledge generation, policy 

implication and management practice.  

 

1.1  Background to the Study 

There are a number of driving forces behind the rapid transformation of banks, which 

are influenced by changes in the economic environment that include among others, 

innovations in information technology, innovations in financial products, liberalization 

and consolidation of financial markets and deregulation of financial inter-mediation.  

Due to these unforeseen developments and changes in the economic environment, a need 

has arisen to design a strategy flexible enough to adjust these changes (Auta, 2010). 

As more and more business transactions are made electronically, banking practitioners 

and analysts have for long been working on transforming into a cashless and cheque-less 

economy.  This led to the introduction of e-developments which are advancing rapidly in 

all areas of financial intermediation and financial markets such as e-finance, e-money, 

electronic banking (e-banking), e-brokering, e-insurance, e-exchanges, and even e-

supervision (AbuSahnab et al., 2010).  
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The new information technology (IT) is turning into the most important factor in the 

development of the banking sector influencing banks’ marketing and business strategies.  

In recent years, the adoption of e-banking began to occur quite extensively as a channel 

of distribution for financial services due to rapid advances in IT and intensive 

competitive banking markets (Dube et al., 2009; Mahdi and Mehrdad, 2010).  

The internet has had major impact on business for both individuals and business entities 

transforming the operations of the banking and financial industry in different ways.  

Needless to say, it has been an invaluable, powerful and a driving tool for development, 

due to facilitating economic growth, promoting innovation and enhancing 

competitiveness (Gupta, 2008; Kamel, 2005).  As such, banks and other businesses alike 

are turning to Information Technology (IT) to improve their business efficiency, service 

quality and attraction of new customers (Kannabiran and Narayan, 2005).  

 

The challenging business process in the financial services pressurized banks to introduce 

alternate delivery channels so as to attract customers and improve customer satisfaction.  

Many banks in the world have implemented internet banking to offer their customers a 

variety of online services with more convenience for accessing information and making 

transactions.  IT, in particular, has been increasingly employed in service organizations 

to enhance quality customer service and delivery, reduce costs, and standardize core 

service offerings (Bauer et al., 2005; Ibrahim et al., 2006).  

 

Technological innovations have been identified to contribute to the distribution channels 

of banks and these electronic delivery channels are collectively referred to as electronic 
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banking (Goi, 2005).  The evolution of banking technology has been driven by changes 

in distribution channels as evidenced by Automated Teller Machine (ATM), Sim- 

banking, Tele-banking, PC-banking and most recently internet banking (Chang, 2003; 

Consulting Gallup, 2008). 

 

“Internet banking” refers to systems that enable bank customers to access accounts and 

general information on bank products and services through a personal computer (PC) or 

other intelligent devices (Ibrahim et al., 2006).  E-banking uses the internet as the 

delivery channel by which to conduct banking activities, for example, transferring funds, 

paying bills, viewing checking and savings account balances, paying mortgages and 

purchasing financial instruments and certificates of deposits (Mohammed et al., 2011).  

It also contributes in increasing the efficiency of the banking operation as well as 

providing more convenience to customers.  Without even interacting with the bankers, 

customers transact from one corner of the country to another corner (Auta, 2010). 

 

Internet banking has become the self-service delivery channel that allows banks to 

provide information and offer services to their customers with more convenience via the 

web services technology.  Since, the new world of electronic banking is changing day by 

day, it is important to understand the customer’s awareness on e-banking as many 

financial services organizations are striving to become more customer  focused today.  A 

key component of many initiatives is the implementation of Customer Relationship 

Management (CRM) software (Peppard, 2010).  Many companies in the financial 

services sector have been quick to implement internet capabilities and electronic service 

is becoming a viable option for interaction between financial service providers and their 
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customers (Rotchanakitumnuai and Speece, 2004). Customer satisfaction and customer 

retention are increasingly developing into key success factors in e-banking (Bauer et al., 

2005). 

 

According to Christopher, et al., (2006), e- banking has become an important channel to 

sell the products and services and is perceived to be a necessity in order to stay 

profitable and successful in banking business. There is a growing interest in 

understanding the users’ experience as e-banking is observed to be a larger concept than 

user satisfaction (Soo et al., 2002).  From this perspective, assessing the user experience 

is essential for many technology products and services (Salehi et al., 2008).   

 

1.1.1  Historical Perspective of Bank in Tanzania 

In Tanzania, the development of commercial banking can be divided into three periods 

described as the colonial era, the socialist era and the economic liberalization era. 

(Lwiza and Nwankwo, 2002). The colonial banking era can be traced back from 1905 

when a German bank, Deutsch-Ostafrikanische Bank, established a branch in the 

country then known as German East Africa that also included Rwanda and Burundi.  In 

1919, Tanzania mainland became a British mandate as Tanganyika breaking away from 

Rwanda and Burundi which became under the French speaking Belgians. The 1950s also 

witnessed the entry of banks from Pakistan, India and the Netherlands like Ottoman 

bank (1958), Bank of India (1953), Bank of Baroda (1953), Commercial Bank of Africa 

(1961), and National bank of Pakistan (1962).  However, British banks remained the 

major players in the Tanzanian banking industry throughout the British colonial era. 
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Until independence in 1961, three British banks, the National Grindlay Bank, Barclays 

Bank DCO and Standard Bank, dominated commercial banking in mainland Tanzania. It 

is also important to note that until independence in 1961, all banks that operated in the 

country were foreign-owned (Livingstone and Ord, 1980). 

 

The first indigenous bank to be established in Tanzania was the National Cooperative 

Bank (NCB) which was founded by the Cooperative Movement of Tanganyika in 1962.  

This was followed by the National Bank of Commerce (NBC) which was itself born out 

of the nationalization of banks and financial institutions in Tanzania in 1967. The 

People’s Bank of Zanzibar (PBZ) was founded in 1966 by the Government of Zanzibar.  

The operations of NCB were also halted until 1984, when it was reestablished as the 

Cooperative and Rural Development Bank-CRDB (BOT, 2009). 

 

Until 1991, the financial sector — then controlled by NBC, had become highly 

inefficient in the delivery of services and several branches were running through huge 

losses. This was partly because of undue government interference and partly due to the 

ineffective banking legislation that was in operation at that time.   Owing to such state of 

affairs and following pressure from International Monetary Fund and the World Bank, 

the Tanzanian government had to relax its hard line stance and passed a new Financial 

Institution and Banking Act in 1991 which allowed for the re-establishment of privately-

owned commercial banks and financial institutions (Lwiza and Nwankwo, 2002).  

 

The reforms also permitted the entry of foreign banks and the restructuring of state 

owned banks.  As a result, many foreign banks from developed and emerging economies 
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seized opportunities in the Tanzanian banking sector by establishing foreign subsidiaries 

and/or acquiring ownership stake in the local banks.  Currently, the banking sector in the 

country is dominated by foreign banks, which control more than half of commercial 

banks’ assets.  The increase in the number of commercial banks coupled with the entry 

of foreign banks raised competition in the Tanzania commercial bank market. The 

financial reforms have been necessary for developing a sustainable banking sector that is 

both effective and competitive   (BOT, 2009).  

 

Following the financial sector reform in Tanzania in 1991, internet banking and, more 

broadly, other efforts to allow electronic payments are gaining a foothold and will 

accelerate the economy by making people more productive through saving the time of 

going to the bank to pay utility and other bills, and more closely integrate Tanzanians 

into the global economy.  Since, the Tanzanian economy, like the economies of most 

emerging nations, is cash based, transactions take place after piles of money are passed 

from buyer to seller. This limits liquidity and what is called the velocity of money, 

making things moving very slowly. 

 

1.1.2  Mobile Phones 

Mobile phones are the technology which has spread very fast throughout the world. It 

took 20 years to reach 1 billion subscriptions worldwide, after four additional years the 

next billion was reached, the third billion took only 2years, the fourth billion subscribes 

was recently achieved (Corbett ,2008) The mobile phone has also showed to be a 

powerful technical platform for banking services. Financial services can be delivered to 
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people in rural areas without bank offices and at a low cost. In sub-Saharan Africa, 

where the mobile. Penetration increased to 2007; only 1% of the population is connected 

to a formal bank (Bangens & soderberg, 2008). These systems allow a new type of 

money transfers. For the first time person-to-person transfers enter the digitalization of 

money. It is now an easiest way, efficient and immediate method to send money both to 

business as well as individuals. Settling debts shopping, paying salaries or sending 

money to relatives, all through the mobile phone can be undertaken. 

 

1.2  Statement of the Problem 

Research show that, it is expensive to attract new customers as it cost four to ten times 

as much to attract a new profitable customer than to maintain a repeat buyer (Johns and 

perrolt, 2007). These statistics are  one or the main reasons why business today are 

moving towards electronic banking which give much importance to customer retaintion 

rather than customer attraction. This kind of strategy calls for a different type of 

customer practice toward electronic transactions. Having known this, therefore, 

marketers and other business people are now in search of new techniques to acquire, 

manage and analyze their customer’s  

While all these studies are relevant on the issue of internet banking, the practices have 

not  been explored intensively. E-banking involves a lot of practices and perceptions 

which have a positive impact on the business environment. A vital point is to find out 

the customers practices which are the result of the customers perceptions in electronic 

banking and whether these perceptions are of value to companies. Indeed, little is known 

in showing the perceptions and practices of  electronic transactions in Tanzania banking 
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industry. It was therefore relevant to examine whether the perceptions and practices of e-

banking has anything to do with the way they perceive e-banking. In fact according to 

Doyle, (2002) a customer who is highly satisfied will show the following characteristics, 

stays loyal for a longer period of time, talk positively about the company and its 

products (words of mouth), pay less attention to competing brands and advertising, by 

not only becoming less sensitive to price, but also costs less to serve compared to new 

customers as transactions are routine. It is from this background that this study was put 

in place to investigate on the customers’ perceptions on the usage of e-banking in 

Tanzania. In so doing, Vodacom M –PESA was taken as the case for the study. This is 

important because perceptions in services evaluation has a bearing on customer 

satisfaction. 

 

1.3   Research Objectives 

The general objective of the study was to understand the customers’ perceptions and 

practices towards the usage of electronic banking in Tanzania. In order to meet this 

grand objectives, the following specific objectives were set to be achieved.  

1. To identify the perceptions of customers toward electronic banking. 

2. To understand the actual practices of customers on electronic banking transactions  

3. To examine challenges facing customers on the usage of electronic banking. 

 

1.4  Research Questions 

In an attempt to achieve the above stated objectives, this study sought to find answers to 

the following research questions. 
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1. What are the perceptions of customers towards electronic banking? 

2. What are the actual practices performed by customers regarding electronic 

banking transactions?  

3. What are the major challenges which face customers on the usage of electronic 

banking? 

 

1.5   Significance of the study 

The study has significance to knowledge, policy and management practices. On the side 

of knowledge contribution, the findings of the study improve our understanding on the 

performance of the electronic banking system. With respect to policy implications, the 

findings give suggestions to the government on the way forward in order to enhance 

application of e-banking through improvement of the necessary infrastructure.  Finally, 

the study findings may clear doubt of using electronic banking system to customers and 

also will pave the way to the organization to understand  how do customer perceive the 

service and what should the organizations do in order to position good image to 

customers.  

 

1.6  Scope of the Study 

This study was conducted in Dodoma town; this is due to the convenience in collecting 

data because of the availability of Vodacom office and the experienced agents who are 

involved in providing services. 
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1.7  Report Layout 

This chapter comprises of the background information where as historical background of 

bank in Tanzania were provided, statement of the problem to the study, objectives and 

significance of the study were also elaborated. In Chapter two definitions of terms, 

theoretical perspectives, and empirical review of various literature as well as the 

conceptual frame work of the study have been shown. At the end of this chapter 

knowledge gap is provided. Chapter three describes in detail the discussion on the how 

the research was conducted. It gives the clear picture of research design, sources of data 

and selection of the units of analysis and the sample taken together with sample methods 

used. It also show the data collection, analysis technique and data quality issues. Chapter 

four introduce research findings as regarded to the research objectives. It gives precise 

interpretation and discussion of the findings. Lastly is Chapter five which sums up the 

findings of the study. It    points out the contribution of the study to the body of 

knowledge by providing theoretical, managerial and policy implementations, finally the 

chapter concludes by showing up the limitations of the study and suggests new areas of 

research. 
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CHAPTER TWO: LITERATURE REVIEW 

 

2.0 Introduction 

This chapter gives the theoretical underpinnings and empirical studies on how customers 

perceive internet banking and the major challenging factors that could cause different 

perceptions among different customers and the benefits of internet banking to both 

customers and the financial institutions at large.  

 

2.1  Definition of e-banking 

The concept of electronic banking has been defined in many ways. For instance, Daniel 

(1999) defines electronic banking as the delivery of banks' information and services by 

banks to customers via different delivery platforms that can be used with different 

terminal devices such as a personal computer and a mobile phone with browser or 

desktop software, telephone or digital television 

Banks have used electronic channels for years to communicate and transact business 

with both domestic and international corporate customers.  With the development of the 

Internet and the World Wide Web (www) in the latter half of the 1990s, banks are 

increasingly using electronic channels for receiving instructions and delivering their 

products and services to their customers.  Salehi et al., (2008), describes e-banking as an 

electronic connection between bank and customer in order to prepare, manage and 

control financial transactions.  Salehi et al., (2008)  further classify electronic banking as 

a variety of following platforms: (i) internet banking (or online banking), (ii) telephone 

banking, (iii) TV-based banking, (iv) mobile phone banking, and e-banking (or offline 

banking). 
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According to Gillette (2011) e-banking includes the systems that enable customers, 

individuals or businesses, to access accounts, transact business, or obtain information on 

financial products and services through a public or private network, including the 

internet or mobile phone.  These customers access e-banking services using an 

intelligent electronic device, such as a personal computer (PC), personal digital assistant 

(PDA), automated teller machine (ATM), kiosk, or Touch Tone telephone. Actually, 

banking on the internet is fast becoming a common option for many customers. This 

trend is especially ideal for the younger tech-savvy people including professionals, 

businessmen, frequent travelers and even students.  

 

Pikkarainen et al (2004) Looks at internet banking as an internet portal, through which 

customers can use different kinds of banking services ranging from bill payment to 

making investments. With the exception of cash withdrawals, internet banking gives 

customers access to almost any type of banking transaction at the click of a mouse 

(Young, 2001). Indeed, the use of the internet as a new alternative channel for the 

distribution of financial services has become a competitive necessity instead of just a 

way to achieve competitive advantage with the advent of globalization and fiercer 

competition (Flavián et al, 2004; Gan and Clemes, 2006). Banks use 

online banking as it is one of the cheapest delivery channels for banking products 

(Pikkarainen et al, 2004). Such service also saves the time and money of the bank with 

an added benefit of minimizing the likelihood of committing errors by bank tellers 

(Jayawardhena and Foley, 2000). 
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A major factor being considered by most people in this type of banking is the 

convenience it provides.  There is no doubt that the advent of the internet has made a 

positive impact in the lives of many people. And not only individuals have benefited 

from this technological advancement but also various industries have felt its great 

influence as well. 

 

2.2  Theories of Electronic Banking 

This section is devoted to theories on e-banking. The theories reviewed are those which 

were found relevant for the study. 

 

2.2.1  Theory of Technology Acceptance Model 

According to Dillon and Morris (1996), based on the theory of reasoned Action, Davis 

(1986) developed the Technology Acceptance Model This model deals more specifically 

with the prediction of the acceptability of an information system. Accordingly the 

purpose of this model is to predict the acceptability of a tool and to identify the 

modifications which must be brought to the system in order to make it acceptable to 

users. The model suggests that the acceptability of an information system is determined 

by two main factors: its perceived usefulness and its perceived ease of use. 

Perceived usefulness on the other hand is defined as being the degree to which a person 

believes that the use of a system will improve performance. Perceived ease of use refers 

to the degree to which a person believes that the use of a system will be effortless. 

Several factorial analyses demonstrated that perceived usefulness and perceived ease of 

use can be considered as two different dimensions (Hauser et Shugan, 1980 ; Larcker et 

Lessig, 1980 ; Swanson, 1987).  
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As demonstrated in the theory of reasoned Action, the Technology Acceptance Model 

postulates that the use of an information system is determined by the behavioral 

intention, but on the other hand, that the behavioral intention is determined by the 

person’s attitude towards the use of the system and also by his perception of its utility. 

According to Davis,(1986), the attitude of an individual is not the only factor that 

determines his use of a system, but is also based on the impact which it may have on his 

performance. Therefore, even if an employee does not welcome an information system, 

the probability that he will use it is high if he perceives that the system will improve his 

performance at work. Besides, the Technology Acceptance Model hypothesizes a direct 

link between perceived usefulness and perceived ease of use. With two systems offering 

the same features, a user will find more useful the one that he finds easier to use.  

Many studies have been conducted concerning users intentions of mobile services, most 

of which have been based on This theory some of them are, Evaluating the impact of 

online banking factors on motivating the process of E-banking (Akram jalal,2011) 

another one is the critical factors influencing E-banking service adoption in Jordan 

commercial banks (Ihab Ali El-Qirem, 2012) and internet banking adoption in emerging 

economy: Indian consumer’s perspective (Rahmath 2011) but also its major weakness 

as, it has limited use in explaining uses behavioural intention to adopt complex mobile 

services. Consequently, when studying their adoption, many authers have extended 

TAM with additional constructs, such as subjective norm, perceived expressiveness, 

enjoyment and behavioural andperceived flexibility. 
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2.3  Selected Empirical Studies on Perceptions of Internet Banking 

Few studies have been made on the topic attempting to show the impact of internet 

banking and the perceptions from the customers. For example Sullivan (2000) argues 

that traditional banks are not affected by the adoption of the internet as a distribution 

channel. In a comprehensive study, Nolle. (2002) develop a statistical model to explain 

why banks choose to adopt internet banking and why they differentiate their supply of 

online products. These authors also investigated the effects of online banking on 

profitability. They find that banks’ profitability is strongly correlated with internet 

banking for all US national banks. The first to adopt the new system were large, 

profitable banks, located in urban areas and forming part of a holding company. These 

banks use internet services as an aggressive business strategy to gain market share rather 

than for making profits.  

The study conducted by Divya and Padhmanabhan (2008) on customer perception 

towards internet banking, and from the analysis done with the help of statistical tools 

clearly indicate the factors responsible for internet banking. Factor analysis results 

indicate that ‘utility request’, ‘security’, ‘utility transaction’, ‘ticket booking’ and ‘fund 

transfer’ are major factors. Out of total respondents’ covered in this study, more than 50 

% agreed that internet banking is convenient and a flexible way of banking and it also 

has various transaction related benefits. The study concluded that, providing internet 

banking is increasingly becoming a “need to have” than a “nice to have” service. 

 

The study by Mahdi  et al., (2010) on e-banking in Iran shows that e-banking serves 

several advantages to Iranian banking sector, but also observes that Iranian customers do 

not have enough knowledge regarding e-banking offered by the banking sector in Iran. 
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Also Auta, (2010) in his study about e-banking in developing economy, report that e-

banking serves several advantages to Nigerian banking sector. The customers 

(respondents) perception is that e-banking provides convenience and flexible 

advantages. It also provides transaction related benefits like easy transfer, speedy 

transaction, less cost and time saving. However, the study shows that the Nigerian 

customers have security, access, and no enough knowledge regarding e-banking services 

rendering by banking sector in Nigeria. Other studies that support the idea that e-

banking enhances performance include Nath et al., , (2010); Mohammed, (2011). 

Thus, drawing from literature a researcher find mainly for factors which customers 

consider as the chief concerns which mould their perceptions regarding e-banking. 

These are convenience, one-stop shopping, cost effectiveness, security and time factor, 

among others (Williamson, 2006; Stan, 2006; Sawabh, 2009). 

For the case of convenience, online banking users say that convenience is the most 

important factor because it enables them to access their accounts from anywhere and at 

any time .Compared to conventional banking, internet banking can be done in the 

comfort of your home or office. There is also no need for the use of paper and pen for 

different transactions (IAMAI’s, 2006). With regard to one-stop shopping concern, it has 

been reported that, with the e-banking one can conduct 95% of his/her business on the 

internet. Apart from accessing account information and bank statements, it is possible to 

bills, transfer money one’s account to another or apply for a checking, credit or other 

types of account or even apply for loans or download forms.   
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With regard to the issues of cost effectiveness, first, two types of costs are involved with 

e-banking. First, the normal costs associated with internet access fees and connection 

charges and second the bank fees and charges (Balachandher, 2001). These two types of 

costs shape the perception of the customers. It has been reported that e-banking enables 

customers to enjoy big savings as most banks normally charge fewer fees for internet 

banking services. In addition, customers get to avail more interesting products and 

services not offered by traditional banks. Further, the use of e-banking eliminates the 

need to commute or drive a car, this saves money on gas. 

In as far as the issue of security is concerned, it has been reported that banks with online 

presence provide top security to protect their consumers (Williumson, 2006). They use 

the latest encryption technology to prevent fraudulent activities such as phishing and 

identity theft. Nevertheless, while this is given, the consumers have to do their part as 

well by ensuring that they install the latest antivirus, antispam, anti-spyware and firewall 

software installed in their computers. In a survey conducted by the online banking 

association, member institutions rated security as the most important issue of online 

banking. There is a dual requirement to protect customers’ privacy and protect against 

fraud. Digital signature which is a form of enhanced authentication is a precautionary 

measure to prevent malpractices and tampering the information (Williamson, 2006). 

Finally, the issue of time saving is definitely an important factor which influences the 

customers to prefer using e-banking as reported by (Stan, 2006).  Banks can make the 

information of products and services available on their site, which is, an advantageous 

proposition. Prospective customers can gather all the information from the website and 

thus if they come to the branch with queries it will be very specific and will take less 

time of employee (Saurabh, 2009).  
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2.3.1  Challenges facing customers on Internet Banking 

There is nothing good without dilemmas. In spite of the various advantages of the 

application of e-banking, there are some factors which impinge its efficient application. 

These are a list of challenges as reported by various sources in the literature. They 

include, but not limited to competition, geographical reach, brandings, customer 

demographics, user discontinue from services (DeYoung 2005) Orr, 1995; Belkhamza 

and Wafa, 2009; AMA, 2012; Md. Ibrahim et al., 2008). As pointed out by DeYoung 

(2005), competitive pressure is the chief driving force behind increasing use of internet 

banking technology, ranking ahead of cost reduction and revenue enhancement; there for 

banks see internet banking as a way to keep existing customers and attract new ones to 

the bank. 

 

• Cost Efficiencies 

Electronic processing is observed to dramatically reduce the cost per transaction.  

Because banks can deliver banking services on the internet at transaction costs far 

lower than traditional ways.   On the whole the costs are expected to continue to 

decline as long as internet banking is in use (Orr, 1999), but the response of 

customers to e-banking service is still low compared with the traditional way. 

 

• Geographical Reach 

Internet Banking allows expanded customer contact through increased geographical 

reach and lower cost of delivery channels. In fact some banks are doing business 

exclusively via the internet – they do not have traditional banking offices and only 
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reach their customers online (Belkhamza and Wafa, 2009). But customers are not 

involving more on e-banking because they don’t have much awareness on the 

service provided. 

 

• Branding 

Relationship building is a strategic priority for most banks. Internet banking 

technology and products can provide a means for banks to develop and maintain an 

ongoing relationship with their customers by offering easy access to a broad array of 

products and services. By capitalizing on brand identification and by providing a 

broad array of financial services, banks hope to build customer loyalty, and enhance 

repeat businesses (AMA, 2012). Though this is done to customers yet many 

customers do not depend much on the service. 

 

• Customer Demographics 

Internet banking allows banks to offer a wide array of options to their banking 

customers. Some customers will rely on traditional branches to conduct their 

banking business. Other customers are early adopters of new technologies that 

arrive in the marketplace. The challenge to banks is to understand their customer 

base and find the right mix of delivery channels to deliver products and services 

profitably to their various market segments. Web sites that offer financial 

convergence for the customer will create a more involved banking customer who 

will more frequently patronize the banking site and more likely use the services 

offered. 



 

• Users Discontinue Service

Ravi. et., al, (2001)

people who signed up for online banking (including t

accounts) are reported to have discontinued their services for a variety of

The reasons mentioned were; 

unfavourable customer services, it has lack of interest in the se

and it is questionable with regard to privacy. 

customers among

banking again in the future. 

  

2.4  Conceptual Framework

The conceptual framework for the study is presented in Figure 2.1 shown below.

Figure 2. 1: Conceptual Framework for the Study

Source: Researcher’s reflection from the reviewed literature
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Users Discontinue Service 

2001), reports that, an amount of almost a third of the 9.4 million 

people who signed up for online banking (including through the internet and dial

accounts) are reported to have discontinued their services for a variety of

The reasons mentioned were; online banking is more time consuming

customer services, it has lack of interest in the se

it is questionable with regard to privacy. This study also noted that 

among those who discontinued the service said that they would try online 

banking again in the future.  

Conceptual Framework for the study 

ramework for the study is presented in Figure 2.1 shown below.

: Conceptual Framework for the Study 

Source: Researcher’s reflection from the reviewed literature 

n amount of almost a third of the 9.4 million 

hrough the internet and dial-up 

accounts) are reported to have discontinued their services for a variety of reasons. 

online banking is more time consuming, it has 

customer services, it has lack of interest in the service, it is too costly 

This study also noted that some 

those who discontinued the service said that they would try online 

ramework for the study is presented in Figure 2.1 shown below. 
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Explanation of the Model 

As seen in the model presented above, customers have perceptions on the use of e-

banking. These perceptions, first of all implicate their practices. The conceptual 

framework of this study is based on how the customers perceive e-banking that 

eventually impacts both the possibility of usage of the services as well as their practices 

when it comes to the use itself. The arrows within the model are predicting some 

association between factors of one group to another. 

 

2.5 Conclusion 

The issue of e-banking is new phenomenon in the Tanzania environment. Given the 

development of technology and the switching of customers from using conventional 

banking system to e-based banking, and the existing concerns of customers on issues of 

security of their information and assets as shown in the prevailing literature, it was found 

imperative to actualize this study within the Tanzanian environment, to see the real 

perceptions and practices of customers towards e-banking. 
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CHAPTER THREE 

METHODOLOGY 

3.0  Introduction 

This chapter is about the methodological issues regarding this study. It begins by 

presenting the study location followed by a discussion on research design for the study 

and then research approach. Thereafter, the chapter presents matters related to sampling 

techniques and sample size selected. This is followed by a discussion on data collection 

methods and procedures. Finally, the chapter outlines techniques of data analysis 

adopted and ends up with a discussion on validity and liability concerns. 

 
3.1  The study Location 

The study was conducted at Vodacom M-Pesa, specifically in Dodoma branch. Dodoma 

branch was selected because of convenience and possibility to get access to information 

and data. According to Stake (1998) when making selection for study setting or subjects 

for the study, balances and varieties are important but opportunity to learn is of great 

importance. Also, Kothari (2004) argues that, convenience is one of the most important 

considerations when selecting the setting for the study.   

 
3.2  Research Design 

According to Kothari (2004:31) a research design is an arrangement of collecting and 

analyzing data in a manner that is relevant to the research purpose.  It is a master plan 

that specifies the methods and procedures for collecting and analyzing needed 

information.  A case study research design was considered the most suitable for this 

study in view of the nature of the problem being investigated.  Yin (2003) defines a case 
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study research method as an empirical inquiry that investigates a contemporary 

phenomenon within its real-life context when the boundaries between phenomenon and 

context are not clearly evident and in which multiple sources of evidence are used. The 

study used descriptive case because the researcher needed to describe what is happening 

in the field with respect to customer perceptions and practices. In addition, the study 

considered only one case (Vodacom M-Pesa) due to methodological concerns. It is 

however, acknowledged that multiple cases when employing case study design are better 

compared to holistic case, because the former can allow comparison (Strauss, 1987). 

Nevertheless, conditions could not allow for this study to have more than one case. 

 

3.3 Research Approach 

This study applied mixed research approach with regards to methods. Although the 

design was a case study, it is always encouraged to triangulate methods in order to 

improve validity of the findings (Berg, 1989; Saunders, et al., 2000). This was found 

modest because the participants of this study were mostly customers who were selected 

using probabilistic methods in order to improve bias. Apart from that, the analytical 

techniques employed had to use both qualitative and quantitative techniques. It is 

however acknowledged that other approaches to research are available, which are 

qualitative and quantitative approaches (Saunders, et al., 2000; Kothari, 2004; Remenyi, 

et al., 1998). It is also acknowledged that once a researcher makes a decision on the 

research approach, it moulds the rest of the methods in that piece of research work (Gill 

and Johnson, 1997; Saunders, et al., 2000).  
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3.4  Sampling Units and the Sampling Techniques/Procedures 

This study employed three categories of sampling units. These were; customers of M-

Pesa, agents of M-Pesa and Executive of Vodacom in the selected branch in Dodoma. 

Customers were selected using systematic sampling in order to improve biasness in the 

selection of this category of respondents. The step employed in executing the technique 

was 3. This was adopted from other studies because; various researchers in Tanzania 

who apply this technique of sampling use a step of 2 or 3 (Ame, 2005; 2009; 

Rutashobya, 2000; Temu, 1997). It was convenient to use this method because 

respondents were selected as they came for services at their agents. For the case of 

agents as well as executives, the selection technique applied was purposive sampling. 

This was so because these respondents were selected based on virtue of their positions. It 

was however a blessing in disguise because the respondents were information rich which 

according to Kothari (2004) ought to be considered for the study.  

 

3.5 Sample Size 

According to Rwegoshora (2006), a sample unit refers to specific data collected for 

analysis. This study collected data and information from 105 respondents, out of whom 

100 were M-Pesa, customers, 2 were agents of M-Pesa and 3 were Executives of 

Vodacom. It is considered that this number was adequate for analysis and reporting 

because according to Babbie (2000) as well as Saunders et al., (2000), 100 customers 

will provide findings that are regarded as very good.  
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3.6 Data Collection Methods 

The methods used for data collection were direct interviews, questionnaire and 

documentary review. This was the situation because this study used mixed methods 

which lead to the collection of quantitative together with qualitative data. According to 

Fisher, (2004), multiple methods in data collection have advantage of improving validity 

as well as the reliability of the study findings. It is also the advantage of using case study 

design where it allows triangulation of data and methods (Yin, 2003).  

The questionnaire was used to collect data from customers of Vodacom M-Pesa. This 

questionnaire had both open as well as closed ended questions. Therefore, it generated 

data quantitative and qualitative data.  The questionnaire method was administered by 

delivering it by hand to the respondents after which it was collected back. This approach 

improved response rate and minimized the time for data collection. The sample of the 

questionnaire is provided as appendix 1.  

Direct interviews were used to collect data from the M-Pesa agents and Vodacom 

executives. This technique generated mostly qualitative data and was found modest 

because it gave an opportunity to ask additional questions for more clarification. In fact, 

the instruments which were used to collect the primary data from the respondents may 

be depicted in the appendices. Finally, documentary review was used to get secondary 

data and information. The various sources visited to obtain such data and information 

included books, journal articles, internet based materials, reports, magazines, etc.  
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3.7 Data Collection Procedure 

Data collection was preceded by pilot testing the study instruments. Actually, after 

preparing the study instruments, it was found proper to pilot test them. According to Yin 

(2003), pilot testing of the research instruments is good because it improves both 

validity and reliability of the findings. Also, according to Appiah-Adu et al., (2000), 

validity and reliability are more qualitative than they are quantitative; therefore, 

qualitative measures need to be taken in order to ensure their presence. Thus, after pilot 

testing the study instruments, amendments were done in order to remove all the 

inconsistencies and ambiguities. 

 

3.8 Data Analysis 

This study employed both quantitative as well as qualitative data analysis methods in 

analyzing data and information. Quantitatively, data was analyzed using tables, pictorial 

presentation, frequencies and percentages. This was done by the help of SPSS computer 

based software. On the other hand, qualitative data analysis techniques employed were 

comparison of data and information, pattern matching and explanation building as 

proposed by Yin (2003) and Miles and Huberman (1994). 

 

3.9  Reliability and Validity Issues 

Reliability of a measure may be defined as the consistency with which repeated 

measures produce the same results across time and across observes (Walsh, 1990). 

Validity on other hand, refers to the extent to which the concept one wishes to measure 

is actually being measured by a particular scale or index (Sirkin, 1995), i.e. the extent to 

which an account accurately represents the social phenomena to which it refers (Kirk 
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and Miller, 1986). According to Cherry (2009), it is vital for a test to be valid in order 

for the result to be accurately applied and interpreted.  

In order to improve both reliability and validity this study, the following were done: 

Data collection was done by triangulating methods (questionnaire, direct interview and 

documentary review) as recommended by Silverman (1996); 

Data sources were triangulated (data was collected from customers, agents and 

Vodacom executives) as recommended by Yin (2003), and; 

Data collection was preceded by pilot testing of the study instruments as recommended 

by Janesick (1998) and Appiah-Adu et al., (2000). 
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CHAPTER FOUR 

FINDINGS AND DISCUSSIONS 

4.0 Introduction 

This chapter presents data findings of the study. The chapter begins with the 

presentation of the profile of the respondents, followed by a section on the description 

on perceptions of stakeholders towards the system. The chapter further, presents the 

practice of e-banking transactions though the use of mobile phones. The chapter winds 

up with a section on challenges facing the customers on the usage of e-banking 

transactions. 

 

4.1 Profile of Respondents 

This study involved 105 respondents 100 of whom were e-banking customers,3 of them 

were M-pesa’s agents and 2 of them were stuff members of the Vodacom M-pesa. All 

these respondents were separately consulted either at their work places or at the time of 

having service. The profile of the respondents that covers their cadre, Age, Sex, tenure 

and educational level is put below as follows. 

 

Table 4. 1: Composition of Customers by Cadre 

Cadre Frequency % 

Customers 100 95.23 

Agents 3 2.85 

M-Pesa Staffs 2 1.9 

Total 105 100 

Source: Field Data 

 



29 

 

Age 

The age of customers responded ranged between 11 to 51 years. Grouping the 

respondents based on their age groups resulted in to five groups. The number of 

respondents whose age less than or equal to 20 years was 10 (10%), while that of 

respondents whose age ranged between 21to 30 years was 33( 33%)  those respondents 

whose age ranged between 31to 40 years was 41 (41%) and those respondents whose 

age ranged between years 51 and above was 5 (5%)  The age based summary of the 

distribution of the respondents is shown in the figure below.  

 

Figure 4. 1: Distribution of Customers by Age 

  

Source: Field Data 
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Sex 

The number of male respondents (57%) exceeded the number of female respondents 

(43%). The distribution of respondents basing on their sex is shown in the following 

Figure. 

 

Figure 4. 2: Composition of Customers by Sex 

 

Source: Field data 

 

Tenure 

Looking at the respondents in terms of their duration on the usage of e-banking, 

35(35%) of the customers were found to have used the service for a year, 28(28%) of 

respondents have used the service for 2 years, 24(24%)  of the customers have used the 

service for 3 years,9 (9%)  of the customers have used for 4 years, and the remaining 

have used for 5 years and above, and also, one Agent of M-pesa have been in a service 

for three years and the two of them served for two years. The two experienced M-pesa 

staffs who knows well the working system of M-pesa they were also interviewed. This 

information is further summarized in the figure below.  
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Figure 4. 3: Distribution of Customers by Tenure 

 

Source: Field data. 

 

Educational Background 

 The highest level attained by respondents was University degree and the lowest level 

was the primary education. Grouping respondent’s composition by education level, four 

groups were formed namely; Primary education, Secondary education, College and 
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lastly the university degree. The primary education comprised 7(7%) of respondents, the 

secondary education comprised 25 (25%) of respondents, the college education 

comprised 40 (40%) of respondents and the university education comprised 28 (28%) of 

respondents. The following Table summarizes the distribution of customers respondents 

basing on education level:  

 

Table 4. 2: Distribution of Customers by Education level 

Educational level frequency percentage 

Primary Education 7 7 

Secondary Education 25 25 

Collage Education 40 40 

University Education 28 28 

Total 100 100 

Source: Field data 

 

4.2 Results of the Study 

4.2.1 Perceptions of Customers 

The first objective of this research was to identify the perceptions of customers toward 

electronic banking where two issues were looked at, namely; perceptions based on the 

dimensions of e-banking and the easiest way to access e-banking. The issues are further 

presented below as follows: 

4.2.1.1 Perceptions Based on the Dimensions of e-banking 
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The research observed customers’ perceptions in various dimensions in terms of; 

security, reliability, trust, cost, ease of use, satisfaction, and future growth of the service. 

The results are summarized in the Table below. 

Table 4. 3: Perceptions of Customers on the Dimensions of e-banking 

Dimensions of e-banking 

Strongly  

Disagree Disagree Neutral Agree 

Strongly 

Agree 

E-banking is secured in making 

financial transactions. 29(29%) 47(47%) 14(14%) 10(10%)        - 

E-banking is reliable when applied 

for making financial transactions. 35(35%) 48(48%) 3(3%) 6(6%) 8(8%) 

One can trust e-banking with regard 

to getting quick response when 

making financial transactions.  5(5%) 6(6%) 4(4%) 67(67%) 18(18%) 

Financial transactions made using 

e-banking are cheaper compared to 

other forms of banking. - - 13(13%) 19(19%) 68(68%) 

It is easy and friendly to send and 

receive money using e-banking. 18(18%) 23(23%) 7(7%) 29(29%) 23(23%) 

It is easy and friendly to keep and 

withdraw money using e-banking. 12(12%) 10(10%) 12(12%) 31(31%) 35(35%) 

E-banking will continue to grow 

and attain more popularity in 

Tanzania in future. 6(6%) 8(8%) 15(15%) 46(46%) 25(25%) 

My level of satisfaction is high with 

regard to the use of e-banking. 5(5%) 22(22%) 10(10%) 44(44%) 20(20%) 

I prefer e-banking compared to 

other forms of banking. 7(7%) 6(6%) 3(3%) 50(50%) 34(34%) 

Source: Field data. 
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The dimensions are further analyzed below as follows: 

Security 

Out of the 100 respondents who participated in the study, 10% responded positively by 

agreeing that e-banking is secured. The 29% disagreed strongly and 47% also disagreed. 

If one considered strong disagree and disagree as simply disagree then we could found 

out that 76% the respondents disagree that e-banking is secured. This shows that security 

and privacy are the main concerns to customers on whether they should accept and use 

the service. 

 

Reliability 

Generally 83% of the respondents disagreed on the reliability of the e-banking, 14% 

agreed and 3% were neutral. This implies that, most of the respondents are not satisfied 

with the reliability of the services when making transactions.  

 

Trust 

The 85% of the respondents agreed that they trust e-banking with regard to getting quick 

response when making financial transactions, 4% were indifferent and 11% disagreed. 

The agreed respondents reasoned that e-banking is very convenient because customers 

can obtain service as quick as possible because of the availability of many M-pesa 

Agents in near places. 

 

 Cost Effectiveness 

The cost effectiveness of e-banking to the customers on the daily financial transactions 

and operational aspects of banking were also assessed. The results on whether the 
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financial transactions made by using e-banking are cheaper compared to other forms of 

banking showed that, 87% of total respondents either strongly agreed or agreed on that, 

and the remaining 13% of respondents were indifferent. Respondents argued that, e-

banking has transaction related benefits. These benefits include efficient and speedy 

transfer of funds with affordable transaction cost including some token bonus like air 

time for calling and sending messages. 

 

Easiness of Use  

The question on whether it is easy and friendly to send and receive money using e-

banking showed that 41% of respondents either strongly disagreed or disagreed that e-

banking is easy to use, 52% of respondents agreed and strongly agreed and 7% were 

indifferent. On the question whether it is easy to keep and withdraw money using e-

banking, results showed that 22% of the respondents either strongly disagreed or 

disagreed, and 66% of the respondents either strongly agreed or agreed and 12% were 

indifferent. 

 

Future Growth of Service 

The study also assessed the sustainability of e-banking in Tanzania (its growth and 

attainment of popularity) as indicators of whether the service is positively perceived by 

the Tanzanians. The results showed that most of the respondents had positive 

expectations that the service of e-banking would grow and be useful in the country. In 

this regard, 71% of respondents accepted that e-banking will be successful and useful in 

Tanzania.  Only 14% of the respondents were against the idea that electronic banking 

would succeed and become useful in our country. The remaining 15% of the respondents 
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were indifferent. This result implies that electronic banking service would prosper well 

according to customers’ expectations.  

 

Customer Satisfaction 

Out of the 100 respondents who participated in this study, 64% said that, they were 

satisfied with electronic banking usage as a banking system, 27% of them were either 

highly dissatisfied or dissatisfied and the remaining (7%) were indifferent. This implies 

that, generally, customers are satisfied with e-banking usage. 

 

Comparison of E-banking to other Banking System 

The results on whether customers prefer e-banking compared to other forms of banking 

show that 84% of the respondents either strongly agreed or agreed with this concern, 

13% of the respondents disagreed or strongly disagreed and 3% were indifferent. This 

implies that, generally customers prefer e-banking more compared to other forms of 

banking system. 

 

4.2.1.2 The Easiest Way to Access E-Banking 

The results in the Figure 4.4 shown below shows that 50% of the respondents indicated 

that mobile phone is the easiest way to access e-banking service. Furthermore, 8%, 6% 

and 36% respectively responded that the easiest way is Internet Cafes (IC), Personal 

Computer (PC) and Automated Teller Machines (ATMs).  

 

  



 

Figure 4. 4: Categories of Accessing e

Source: Field data 

 

4.2.1.3  Discussion on the Findings

As presented above, perceptions of 

on two angles, namely; perceptions based 

way to access e-banking. 

 

With regard to the question of 

views on each dimension investigated. For instance, the issue of s

was highly disregarded by respondents on the basis that these attributes are very 

when using e-banking

by people who commit frauds electronically. Customers pointed out that, once someone 
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using electronic maneuvers 
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views on each dimension investigated. For instance, the issue of s

was highly disregarded by respondents on the basis that these attributes are very 

banking. This was further exemplified by the possibility of
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Mitchell, (1999) perceptions of risk are a powerful explanatory factor in consumer 

behavior as individuals appear to be more motivated to avoid mistakes than to maximize 

purchasing benefits. Perhaps, it is on that basis, customers are highly concerned on the 

security of e-banking. 

 

The issue of reliability of e-banking also did not get positive support from most 

respondents. In fact, of the respondents who participated in this study confirmed that the 

service is not reliable when applied for making transactions. Costumers have views that 

the system oftentimes is affected by network problems. The problem becomes severe in 

rural settings both due poor telecommunication infrastructures as well as unavailability 

of agents who can support the system. In addition to the issue of unreliable service due 

to network problems, respondents also pointed out that e-banking is not reliable when 

making transaction due to its dependability on electricity for the internet to operate. This 

causes a lot of troubles when customers need to make services because the supply of 

electricity is also unreliable in this country.  

 

Trust is a dimension that received positive evaluation from respondents. The main 

attribute that made this dimension to be evaluated favourably was that of prompt service. 

With regard for instance, one of the customers involved in this study has this comment. 

 

One can trust e-banking with regard to getting quick response when making 

transaction because is saves time in accessing the service.  
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Another aspect that received compliments from respondents as far as the use of e-

banking is concerned is that of cost effectiveness. Customers have feelings that cost of 

using e-banking is lower compared to that of other forms of banking. For instance, one 

of the customers gave an example that, the cost of checking the balance in most banks 

using conventional methods would be about Tshs 500 while that of M-Pesa for the same 

transaction costs only Tshs 20. In addition to that, customers pointed out other benefits 

that they receive by using e-banking using phones, these include but not limited to; 

getting airtime that can be used to make calls or send messages, have one’s account 

topped up by some amount, especially when using e-banking to pay for services, etc. 

 

Actually, most of the respondents also supported that it is easy and friendly to send and 

receive, as well as to keep and withdraw money using e-banking. This was backed by 

the reason that, the service is provided through the use of mobile phone, hence, 

customers can obtain service at any time of the day. The most liked features mentioned 

by respondents are those of reducing difficulties and improving life standards which 

include checking of balance, purchasing of electricity, paying water bills and others, etc. 

These findings are supported by those documented by Beer (2006), who argues that, 

ease of use is an important determinant for the customers preferring the internet banking. 

 

Despite the fact that e-banking has been disregarded in some aspects like those of 

privacy, reliability and security, respondents felt that system would grow and attain 

popularity in Tanzania based on reasons of globalization. People feel that, so long as we 

are living in a global village, we must cope up with technology. In addition to that, 

majority of the respondents have indicated that, they are satisfied with the use of e-
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banking, because the system simplifies life, offers various services and at affordable 

charges. On the issue of customer satisfaction in connection to the application of e-

banking, other studies, for instance, Adesina and Ayo, (2010) on their study on 

investigating consumers’ acceptance of Internet Banking in Nigeria revealed that banks’ 

customers, who are active users of Internet banking system use internet banking because 

it is convenient, easy to use, saves time and meets their transaction needs. Based on that, 

customers became satisfied with the e-banking because it simplifies many unnecessary 

routines and provides time management.  

 

Finally, with regard to customer thinking on the easiest way to access e-banking, many 

respondents have liked mobile phones as their best choice to implement e-banking. This 

method is preferred by most customers ostensibly because, it may not involve 

movements to effect transactions (for example going to the machine for the case of 

ATM), it is cheap, it provides numerous services, it saves time and can be accessed at 

any time so conveniently. These findings are consistent with those of Christopher, et. al., 

(2006), who found out that internet banking service through mobile phones and ATMs 

especially in developing countries is becoming an important channel to sell the products 

and services and is perceived to be necessity in order to stay profitable and successful. 

 

4.2.2 Practices of Electronic Banking Transactions  

The second objective of this study was to understand practices of electronic banking 

transactions to customers. The meet this objective, answers to five questions were 

sought. The questions were; 1) Do you use e-banking? 2) Which methods do you use to 

access the services through e-banking? 3) For how long have you been using e-banking? 
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4) How often do you use e-banking? 5) What services do you normally prefer in using e-

banking? Answers to these questions are as presented below: 

 

4.2.2.1 Whether using E-banking  

Out of 100 customers who participated in this study, 99% agreed that they are using 

electronic banking. This implies almost all customers in the study area who have mobile 

handset use mobile banking. The findings further imply that, other forms of banking are 

facing stiff competition from the telecommunication companies with regard to offering 

banking services. 

 

4.2.2.2 Methods Used to Access the Services Through e-banking 

Respondents were assigned on which method they used to access the services through 

electronic banking. The methods reported according to order of importance in their 

usage are; use of mobile phones, use of ATMs, use of IC and finally, use of PC. 

Actually, majority of the respondents (about 86%) admitted that they use mobile phones 

and ATMs for their services.  

 

4.2.2.3 Duration of Using e-banking 

Results on the period of time the respondents have been using electronic banking show 

that, 35% of them have used the service for one year, 28% have used for 2 years, 24% 

have used for 3 years, 9% have used for 4 years and only 4% of respondents have used 

for 5 years and above. This means that, 63% of the respondents have been using 

electronic banking for less than two years until now. On the other hand 37% of the 
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respondents have been using internet banking for more than two years as shown in Table 

4.4 below. 

 

Table 4. 4: Distribution of Durations of Using e-banking 

Duration of use Percentage of Respondents 

One year 35 

2 years  28 

3 years 24 

4 years 9 

5 years and above 4 

Total 100 

Source: Field data 

 

4.2.2.4 Frequency of using e-banking 

The study also surveyed on whether the customers/respondents use internet banking 

quite often. From the observation, results depict that, 3% of the respondents use 

electronic banking monthly; where by 14% of them use internet banking once a week, 

and the remaining 83% use internet banking on daily basis. These findings may be 

depicted in Table 4.5 below and they imply that, e-banking has become a popular way of 

effecting transactions nowadays.  
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Table 4. 5: Distribution of Frequency of using e-banking 

Frequency of Usage Percentage of Respondents 

Every Day 83 

Once per week 14 

Monthly 3 

Total 100 

 Source: Field data 

 

4.2.2.5 Preferred services in using e-banking 

Generally, 34% of the customers involved in this study reported that they use M-pesa as 

one of the electronic banking service. In their transactions, they mostly prefer the service 

of toping up air time which they use to make calls and send messages. On the other side, 

23% of the respondents reported to have been using the system mostly for quick 

receiving of cash from their business activities or other sources of income. Further, 21% 

of the respondents reported that they use electronic banking to deposit (keep) money 

electronically. Furthermore, 11% of the respondents reported to use e-banking for 

sending money to other recipients and the last 11% of respondents are using M-pesa for 

paying various services like LUKU, Startimes, DStv, etc. These categories of services 

with their practical usage are presented in black and white in Figure 4.4. 

 

  



 

Figure 4. 5: Distribution of preferred services

Source: Field Data 
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are paid and in some situations are compulsory to be paid using e-banking. This has 

taken our society far away in the application of technology to effect banking services, 

among others. 

 

With regard to the methods used to access the services through e-banking, it has been 

revealed that, most of the customers who participated in the study use mobile phones 

and ATMs. There are few customers who use other methods like internet café (kiosk) 

and personal computers. Many respondents prefer to use mobile phones and ATMs 

because the methods are available, cheap and convenient to most people. With this 

understanding, for instance, one customer had this to comment.  

“It is easier and affordable to use M-Pesa and ATM rather than other methods of 

e-banking”    

 

In the case of duration of customers on the usage of e-banking, the results show that 

large number of respondents has used the service for less than two years. This means 

that electronic banking in Tanzania is relatively a new phenomenon. These results 

further portray that, most of the internet banks are in the entry level in Tanzania and 

some of them offer only informational services, some offer specific transactional 

services such as fund transfer, remittance, and others. All in all, the system seems to gain 

momentum so fast since it has been embraced by the majority of people within a short 

time of less than two years.  

 

Lastly, for the case of frequency of use and preferred services in using e-banking, the 

findings imply that most of the respondents surveyed in the study area use electronic 
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banking on almost daily basis. The respondents gave out the reasons that the easiness 

(bank accessibility, mobile phone company charges (credits), internet service) are 

inevitable in today’s world in accessing the service on daily basis. As in the case of 

services which customers preferred, respondents reported that they are using M-Pesa for 

toping up airtime, because there are some benefits in it like bonus of free air time. 

 

4.2.3 Challenges Facing the Use of e-banking 

The third and last objective of this study was to understand the challenges facing the 

adoption of e-banking in Tanzania. This section presents the uncovered challenges from 

customers as well as agents in the use of e-banking. The main challenges reported are; 

poor coverage of the service, poor internet service and networking, customers’ ignorance 

towards technology, security of the customer’s information, limitation of the services to 

people with disabilities and customers illiteracy. The challenges are further discussed 

below as follows: 

 

a) Poor coverage of the service 

The poor coverage of the e-banking is based on the fact that only people in the 

urban settings are the ones who enjoy the service. The system is limited to rural 

areas where there a host of impinging factors, like; lack of power connectivity, 

poor network connectivity, lack of agents to support the services, etc. 

 

b) Poor internet service and networking 

Despite the good work that has been done by the government and the various 

telecommunication companies in ensuring internet connection, there several 
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occasions where e-banking fails to operate due to unavailability of internet 

services. Since the system is e-based, failure of internet connectivity means no 

bank at all. It is on this argument that the system is questionable with regards to its 

reliability. 

 

c) Customers’ ignorance towards technology 

Many customers have reported their incompetence of using various services of e-

banking because they cannot operate the gadgets. The biggest challenge attached 

to this is that, things keep changing every day. Once people start learning about 

some features in the equipment used to facilitate the e-banking, new inventions 

appear in the market. It requires people who are up to date to operate all the 

services available under e-banking. In fact, many of the people simply know about 

topping up air time for calling and messaging.  

 

d) Security of the customer’s information 

One of the biggest challenges that impair the application and growth of e-banking 

is that of security of the customers’ information and property. Many people fear to 

lose their assets through electronic application. There are people who have 

completely restrained themselves due to reports from several media that several 

people have lost their money in the course of using e-banking. In connection to 

this one customer had this to report. 

 

“Formally, I was using the system for sending money when I wanted to order 

goods and to receive money from my investments, but now I have stopped this 
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because there is theft of electronic money system and I am afraid to lose my 

capital and start from the scratch again. I now use the normal and ordinary 

way when dealing with my business transactions”  

 

The issue of security has surfaced in other studies as an impinging factor to the usage of 

e-banking. For instance, Williamson, (2006); Ibrahim, et. al., (2008); and Elisha, (2010) 

have documented that security of customer’s information has been reported as the most 

critical issue of online banking. This has called for the necessity of having a dual 

requirement to protect customers’ privacy and protect them against fraud.  

 

e) Limitation of the services to people with disabilities  

E-banking services are limited to people with disabilities, especially the blind. 

This is because of the various instructions in which the user has to follow and 

make selection. In this way, firms should come up with services which user 

friendly to be as well applied by people with disabilities.  

 

f) Customers illiteracy 

Another impairing challenge to the application and growth of e-banking in 

Tanzania is that of illiteracy of people. Since many people do not know how to 

read and write, the system remains to be of less utility to the majority of the 

population in the country. 
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CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIO NS 

This study had three objectives namely, the identification of perceptions of customers 

toward electronic banking, understanding the actual practices of customers on electronic 

banking transactions and to understanding challenges facing customers on the usage of 

electronic banking. The previous chapter presented the findings of the study in detail. 

The current chapter presents summary of findings, conclusion and then provides 

recommendations based on the findings. Finally, the chapter winds up by showing the 

limitation of the study and suggestions for the further research. 

 

5.1 Summary of the Findings 

This section summarizes the major findings of the study. In so doing the presentation has 

been guided by the analytic strategy as recommended by Miles and Huberman (1994). 

 

5.1.1  Perceptions of Customers towards E- banking 

Respondents have been very positive in most of the dimensions that make up the e-

banking. These are; trust, cost effectiveness, easiness of use, future growth of the 

service, customer satisfaction and comparison of e-banking with other banking systems. 

It is these dimensions of e-banking which have influenced respondents to evaluate it 

positively and hence made them get interested with the system. The dimensions which 

have not been evaluated favourably by customers are security and reliability. These two 

determinants have negative impacts in the utility of e-banking in the eyes of some 

customers. 
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5.1.2 Actual Practices of Customers on E-banking  

From practical point of view, actually, respondents have reported that they use electronic 

banking to effect their transactions.  It has been uncovered that, most of the customers 

prefer to use mobile phones and ATMs in implementing e-banking as compared to using 

IC and PC.  In is however interesting to note that, despite of the wide spread of e-

banking, it has mostly been applied for less than two years by the majority of customers. 

This means, the system is gaining quick popularity as if someone is fast tracking it. 

Furthermore, findings of this study have revealed that people use e-business almost on 

daily basis with their frequent used service being topping up of air time. 

 

5.1.3 Challenges Facing Customers on the Usage of E-banking 

The respondents identified various challenges facing the system which in one way or 

another hinder the system to provide desired results. Among the critical challenges 

affecting the e-banking include but not limited to poor coverage of the service, poor 

internet service and networking, customers’ ignorance towards technology, security of 

the customer’s information, limitation of the services to people with disabilities and 

customers illiteracy. 

 

5.2 Conclusion 

Based on the findings documented in this study, this study makes conclusion on three 

areas which can be counted as its contribution. These are contribution to policy, 

contribution to knowledge and contribution to management practices. 
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5.2.1 Contribution to Policy 

Based on the fact that operation of e-banking depends highly on the infrastructure like 

telecommunication connectivity and regular supply of electricity, the government should 

take a lead to ensure that appropriate infrastructure is in place in order to ease the 

challenges facing this business. In fact, acceptance of the system and its growth will 

have a multiplier effect in terms of economic activities, employment and growth of GDP 

of the country. 

 

5.2.2 Contribution to Knowledge 

This study provides new knowledge in terms of perceptions of customers in using e-

banking. It also provides pertinent information on the actual practices of customers 

regarding e-banking. The results shed new light on what has been documented within 

the Tanzanian context on this fertile area of research. The findings further act as a 

stepping stone for future studies related to e-banking. 

 

5.2.3 Contribution to Best Practices 

Contribution to knowledge as per the findings of the study falls into two parts. The first 

one goes to operators of conventional banks and the second is directed to operators of e-

banking. With regards to operators of conventional banks, they need to watch out; 

otherwise, the new system of banking will take the lead and grab the market due to 

convenient, cheap, flexible, prompt and easy banking services they provide. If the 

operators of the conventional banking system cannot compete, then, they should 

cooperate. For the case of e-banking operators, there is an urgent need to work out 

strategies which will ensure reliability and security of customers’ information and their 
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assets. This is very important as they have brought negative perceptions to customers 

regarding usage of e-banking. 

 

5.3 Recommendations  

This section gives recommendations for the study based on the findings obtained. The 

recommendations are directed to the government, management of e-banking firms and 

management of conventional banking system. 

 

5.3.1 Recommendations to Government 

The government is hereby requested to use its good offices or agents to put in place the 

necessary infrastructure for e-banking to smoothly operate and grow. 

 

5.3.2 Recommendations to Management of e-banking firms 

1) Security and privacy is the main concern to customers on whether they should 

accept and use e-banking he services. So, Vodacom and other companies which 

provide such services should come up with ways and means which will ensure the 

security of the information and assets of their customers. 

2) There is need to have a fallback position that will enhance reliability of the services, 

for example to operate using more than one network service provider and to use 

alternative methods which will ensure steady supply of electricity. 

3) It is recommended to contemplate and come up with user friendly services which 

will also cater people with disabilities. 

 



53 

 

5.3.3 Recommendations to Management of conventional banking system 

Managers of conventional banking system are advised to become creative so that they 

can bring products/services which will compete with those provided by e-banking. 

Another alternative is to improve their ways of providing the same services they have 

now in such away that it will attract customers. If both strategies fail, managers are 

advised to cooperate with companies which provide e-banking services for the 

betterment of their firms. 

 

5.4 Limitation of the study 

This study was conducted by using a case of only one firm (Vodacom). This was based 

on the methodological conditions of the study. Other methods could have been 

considered but would not allow this research to be achieved within the time that was 

available. It is acknowledged that, if the study had considered wider coverage, the 

findings could have been richer and more interesting. 

    

5.5 Area for the Study 

1. It is recommended to conduct research on e-banking by using methodologies 

which will provider wider coverage. 

2. It is also recommended to conduct research in this area by comparing the 

services offered by different companies.  
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Appendices 1: Questionnaire for Customers 

This study is based at the University of Dodoma. It major objective is to understand 

customers’ perceptions and practices on the usage of e-banking transactions in Tanzania 

– by taking a case of M-PESA at Dodoma Region. Therefore, you are kindly requested 

to participate in this study by filling in this short questionnaire. In case the final account 

of this work may contain confidential information and its report could be harmful to 

organization or individual, confidentiality is assured by the University. Such report will 

be seen only by the Supervisor and Examiner for examination purposes. 

  

SECTION A:  RESPONDENTS INFORMATION 

1. Please tick √ appropriately on the following: 

 

Age of respondent:         11-20years         21-30 years          31-40 years           41-50 

years            51 and above 

Sex of respondent:   Male   Female     

 

Level of education of respondent: 

Primary 

Secondary 

Collage 

Other (Please specify)……………………………….. 

 

SECTION B: PERCEPTIONS OF CUSTOMERS 

The following set of statements relates to your feelings about the use of e-banking. For 

each statement, please show the extent to which you believe e-banking has the feature 

described by the statement. For example, placing a five on the line means you strongly 

agree that e-banking has the feature, and a one means you strongly disagree. You may as 

well choose any of the numbers in the middle to show how strong your feelings are. 

There are no right or wrong answers; all we are interested in is a number that shows your 

perceptions about e-banking. Please circle the appropriate number. 
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S/N  
Strongly  
Disagree Disagree Neutral Agree 

Strongl
y 

Agree 
2 e-banking is secured in 

making financial 
transactions. 

 
1 

 
2 

 
3 

 
4 

 
5 

3 e-banking is reliable when 
applied for making financial 
transactions. 

 
1 

 
2 

 
3 

 
4 

 
5 

4 One can trust e-banking 
with regard to getting quick 
response when making 
financial transactions.  

 
1 

 
2 

 
3 

 
4 

 
5 

5 Financial transactions made 
using e-banking are cheaper 
compared to other forms of 
banking. 

 
1 

 
2 

 
3 

 
4 

 
5 

6 It is easy and friendly to 
send and receive money 
using e-banking. 

 
1 

 
2 

 
3 

 
4 

 
5 

7 It is easy and friendly to 
keep and withdraw money 
using e-banking. 

 
1 

 
2 

 
3 

 
4 

 
5 

8 e-banking will continue to 
grow and attain more 
popularity in Tanzania in 
future. 

 
1 

 
2 

 
3 

 
4 

 
5 

9 My level of satisfaction is 
high with regard to the use 
of e-banking. 

 
1 

 
2 

 
3 

 
4 

 
5 

10 I prefer e-banking compared 
to other forms of banking. 

 
1 

 
2 

 
3 

 
4 

 
5 

 

11. For each of the responses you made in 2 through 10, please give a reason. 

1) ……………………………………………………………………………

…………………………………………………………………………… 

2) ..…………………………………………………………………………… 

…………………………………………………………………………… 

3)  …………………………………………………………………………… 

4) ……………………………………………………………………………

……………….…………………………………………………………… 
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5) ……………………………………………………………………………

……………….…………………………………………………………… 

6) ……………………………………………………………………………

…………………………………………………………………………… 

7) ……………………………………………………………………………

…………………………………………………………………………… 

8) ……………………………………………………………………………

…………………………………………………………………………… 

9) …………………………………………………………………………… 

10) ……………………………………………………………………………

…………………………………………………………………………… 

 

12. What do you think will be the easiest way to access e-banking? 

Mobile phones  

       Personal computer  

    ATMS  

    Internet cafes  

    Other (please 

specify)……………………………………………… 

 

SECTION C: CUSTOMERS’ PRACTICE 

13. Do you use e-banking?                 Yes              No 

14. If yes, what methods do you use to access the services. Please tick √ 

appropriately on the following. Multiple responses possible. 

 

a. Mobile Phone              

b. Personal Computer            

c. Internet café (kiosk)           

d. ATMS 

e. Other (Please specify)…………………………………. 
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15. For how long have you been using e-banking?  

a. A year 

b. 2 years 

c. 3 years 

d. 4 years 

e. 5 years and above. 

 

16. How often do you use e-banking?           Every day            Once per week 

   

Once per month 

 

17. Please mention the type of services you normally prefer in using e-banking. 

Please tick √ appropriately on the following. Multiple responses possible. 

a. Sending money to others 

b. Receiving money from others 

c. Topping up air time 

d. Paying for other services like Startimes, LUKU, etc 

e. Using it to save (keep) money. 

f. Others (Please specify) 

…………………………………………………………….. 

 

SECTION D: CHALLENGES 

 

18. What do you think are the challenges facing the adoption of e-banking in 

Tanzania? Please mention at least six. 

a)  ……………………………………………………………………………… 

b) ………………………………………………………………………………… 

c) ………………………………………………………………………………… 

d) ………………………………………………………………………………… 

e) ………………………………………………………………………………… 

f) ………………………………………………………………………………… 
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19. For each of the mentioned challenge in 18 above, give a brief discussion, why 

you feel is a challenge. 

a) ………………………………………………………………………………… 

………………………………………………………………………………… 

b) ………………………………………………………………………………… 

………………………………………………………………………………… 

c) ………………………………………………………………………………… 

………………………………………………………………………………… 

d) ………………………………………………………………………………… 

………………………………………………………………………………… 

e) ………………………………………………………………………………… 

………………………………………………………………………………… 

f) ………………………………………………………………………………… 

………………………………………………………………………………… 

20. In your opinion, what you think needs to be done in order to make the services of 

electronic banking improved in Tanzania. Mention at least six. 

a) ………………………………………………………………………………… 

b) ………………………………………………………………………………… 

c) ………………………………………………………………………………… 

d) ………………………………………………………………………………… 

e) ………………………………………………………………………………… 

f) ………………………………………………………………………………… 

g) ………………………………………………………………………………… 

 

Thank you so much for participating in this study. 

 

 

 


