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ABSTRACT

The alternative service delivery channels that were focused on in this study are; automated
teller machine, online banking, point of sales and mobile banking as it influences customer
loyalty. This study examined the effect of alternative service delivery channels on customer
loyalty in the Nigerian banking industry. Stratified random sampling technique was applied
at picking the sample. The study made use of a sample size of 242 employees from selected
banks operating in Asaba metropolis Delta State, Nigeria. Cross sectional survey research
design method was adopted for this study. Data were analyzed using descriptive statistics
and multiple regression analysis. In all four hypothesis tested in this study, the p-value were
less than 0.05 thus the null hypothesis were rejected. This implies that there exists a very
significant relationship between the availability of alternative delivery channels of bank
services and customer loyalty. The study concluded that, customers will use different service
delivery systems depending on their assessment of each channel and how it contributes to
the overall service offering. Therefore, banks can tap into this opportunity by making
ATM'’s, online platforms, POS and mobile banking applications available at all time, so as
to reduce queue time in the banking hall and give customers convenience and control over
banking services. The study therefore, recommend that effective co-operation should be
developed among banks as the value of internet banking is increased by linking one activity
with other both within and outside suppliers, channels and customers. Furthermore, a better
collaboration and integration between the Internet Service Providers (ISP) and the banks is
advised to achieve better quality control and accessibility.
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CHAPTER ONE
INTRODUCTION
1.1  Background to the Study

The Nigeria Banking Industry has witnessed a remarkable growth in terms of
deposit base, number of branches, total asset and volume of loans and advances,
especially since the deregulation of the sector in the recent past years. However,
given the nature of demand in the market, they are required to do more particularly in
providing services as needed by their customers and other stakeholders in the
industry.

The demand for better-quality services, cost reduction, flexibility, and
competitiveness seems to be faced by Nigerian banks. While addressing these
demands, banks seem to be experiencing unprecedented advances in technology, a
changing population and workforce, new skills requirements, and enhanced
capabilities for partnerships and new lines of communication. As a result, these banks
are experiencing a fundamental restructuring. The banking sector has already begun
implementing new approaches to doing business. They appear to have devised
alternative means of service delivery. As a matter of fact, important lessons could be
learned from their experiences.

Riding on the bank of the ever evolving technological advancements to
address these services challenges, banks developed and adopted the use of
Alternative Delivery Channels for efficient delivery of their various services.

According to Mwangi (2007), alternative Service Delivery is changing the way
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organizations work. It seems to open up a vast array of new solutions to service
delivery issues. By using Alternative Service Delivery, business organizations
especially banks appear to be realizing the benefits of focusing their businesses on
the things they do best while allowing other firms to deliver other activities and
functions they could not do best. Alternative Service Delivery could be a way in
which the organizations achieve their goals of business renewal and providing
effective and efficient services. According to Ovum Analyst Research (2013),
alternative service delivery could also be a means of continuing to provide some
services or products, which have been provided traditionally by the other firms
through or in partnership with organizations outside the organization. These products
or services may be provided either to the public or to users within the organization.
Customer loyalty is a deeply held commitment to re-buy or patronize a
preferred product or service consistently in the future, thereby causing repetitive
purchasing of the same brand, despite situational influences and marketing efforts. It
can also be defined as the degree to which a customer exhibits repeat purchasing
behavior from a service provider, possesses a positive attitudinal disposition toward
the provider, and considers using this provider when a need for this service arises.
Alternative Service Delivery could also be known as alternative delivery
initiatives or as alternative program delivery. According to Mwangi (2007), using
Alternative Service Delivery, providers ranging from public agencies to private
sector companies will be able to provide services or products to Nigerians and to the

public, while making the best use of scarce resources. In the Nigerian Banking sector
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today, the use of alternative service delivering appears to be competitive. All the
banks in the country seem to be using related alternative service delivery to ease
customers the stress of queuing up in the banking halls. Such service delivery as
ATM, online banking, POS and mobile banking among others are being used in the
banking sector.

Rose, (1999)explained that “an ATM combines a computer terminal, record
keeping system and cash vault in one unit, permitting customers to enter the bank’s
book keeping system with a plastic card containing a Personal Identification Number
(PIN) or by punching a special code number into the computer terminal linked to the
bank’s computerized records, 24 hours a day”. Once access is gained, it offers several
retail banking services to customers.

Leow,(1999) tele-banking has numerous benefits for both customers and
banks. As far as the customers are concerned, it provides increased convenience,
expanded access and significant time saving. On the other hand, from the banks’
perspective, the costs of delivering telephone-based services are substantially lower
than those of branch based services. It has almost all the impact on productivity of
ATMs, except that it lacks the productivity generated from cash dispensing by the
ATMs. For, as a delivery conduit that provides retail banking services even after
banking hours (24 hours a day) it accrues continual productivity for the bank.

POS is an abbreviation for Point of Sale (or Point-of-Sale, or Point of
Service). The term is applicable to a retail shop or store, the checkout/cashier counter

in the store, or a location where such transactions can occur in this type of
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environment (Jun and Cai, 2001).The idea of Internet banking according to Essinger,
(1999)is, to give customers access to their bank accounts via a web site and to enable
them to enact certain transactions on their account, given compliance with stringent
security checks.

Internet Banking, which is described as the provision of traditional
(banking)services over the internet, by its nature offers more convenience and
flexibility to customers coupled with a virtually absolute control over their banking.
Service delivery is informational (informing customers on bank’s products, etc) and
transactional (conducting retail banking services).As an alternative delivery conduit
for retail banking, it has all the impact on productivity imputed to Tele-banking and
Personal Computer-Banking. Audit is the most cost-efficient technological means of
yielding higher productivity. Furthermore, it eliminates the barriers of distance / time
and provides continual productivity for the bank to unimaginable distant customers.
The objective of the study is to examine alternative service delivery channels and its

effect on customer loyalty.

1.2  Statement of the Problem

Alternative channels of delivering banking services were brought into
limelight in Nigeria due to frequent delay and long queue in the banking hall.
Occasionally, many of the customers out of frustration and unnecessary delays do
complain of the bank’s operations. Some customers who are in need of quick and fast

service delivery leave the banking hall for other banks which they usually described
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as providing fast-track banking services. The use of alternative channels of banking
is increasing on daily basis. It is important to study the issues and challenges towards
the use of these services in the Nigerian banking industry.

Although, alternative banking channels provide an extremely useful service to
banks customers, at times they can be very frustrating to use and therefore there is a
lot of room for improvement. The customers were facing different types of problems
with which alternative channel such as ATM is directly related. Machine complexity,
machine breakdown, poor quality notes, network failure, unsuitable location, forgot
ATM pin number, High frequency of use, safety and security are the major problems
of ATM users. Customers do not like ATMs because of impersonality, vision
problem, fear of technology and reluctance to change and adopt new mode of
delivery of service.

The Nigerian banking industry has been in operation for many decades
serving customers within the country. Despite the long existence of the industry,
customers appear to be experiencing poor services, inconveniences and high costs of
transactions while using the banking halls. This seems to have led to poor customer
loyalty, hence the reason why commercial banks introduced alternative banking
systems. It is therefore necessary to ascertain how customer loyalty can be enhanced
via alternative banking service specifically in online banking, ATM, POS, and

Mobile banking services.
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1.3

1.4

Research Questions

This study is guided by the following research questions:

1. What is the impact of automated teller machine on customer loyalty?
11. What is the effect of online banking services on customer loyalty?
iii.  To what extents does point of sales services affect customer loyalty?
iv.  What are the effects of mobile banking on customer loyalty?

Objectives of the Study

The general objective of the study is to examine alternative delivery channels

of bank services and its effect on customer loyalty. The specific objectives are to:

L.

il.

iil.

1v.

1.5

HOI:

HOZ:

HO3:

HO4:

ascertain the effect of automated teller machine on customer loyalty.
find out the impact of online banking services on customer loyalty.
examine the effect of point of sales services on customer loyalty.

determine the effect of mobile banking on customer loyalty.

Statement of Hypotheses

There is no significant relationship between ATM services and customer
loyalty.

There is no significant relationship between online banking services and
customer loyalty.

There is no significant relationship between POS services and customer
loyalty.

There is no significant relationship between mobile banking and customer

loyalty.
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1.6 Significance of the Study

This study is significant because it enriches the extant body of knowledge by
integrating the constructs of alternative banking channels in a manner that has not
been done previously. Specifically, this study shall access. Access bank, Diamond
bank, Eco Bank, First City Monument Bank, Fidelity Bank, First Bank, GTB, UBA,
Zenith Bank, Skye Bank and its customers.

This study will identify potential impediments to customer loyalty and
establish ways of fostering positive attitudes towards channel deliveries of the banks.
This study will act as a significant empirical form of reference for alternative channel
delivery agents who are planning new organizational changes. While the results may
not be generalized, they may shed some light on changes in organizations with
volatile markets and competition on whether alternative service delivery channels are
the best tools for customer loyalty. Since much research has focused on customer
loyalty and its benefits to organizations, this study takes a stance on emphasizing the
importance of alternative service delivery channels in enhancing customers’ loyalty.

Some studies have been done on alternative service delivery but very few
were done as it relates to customer loyalty and none was done in relation to banks in
Asaba, metropolis. This study will therefore be of significant to these establishments
as it will help them to know the necessary step to take in introducing alternative
service delivery to the firms. Finally, this study will provide information as regard

how ATM, online banking, POS and mobile banking relates with customers’ loyalty.
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1.7  Scope of the Study

This study covered some alternative service delivery channels in the Nigerian
banking Industry. It covered ten (10) selected banks branches in Oshimili South
Local Government Area of Delta State namely; Access bank, Diamond bank, Eco
Bank, First City Monument Bank, Fidelity Bank, First Bank, GTB, UBA, Zenith
Bank, Skye Bank and its customers. These banks branches were selected because of
the complaints by majority of their customers. These banks were also chosen
because of their popularity in the State. The study is limited to Asaba in Oshimili
South Local Government Area, the capital of Delta State.

The population element that was employed for this study was limited to banks
staff. The adopted indicators for this study include ATM, Online banking, POS and
mobile banking. It was assumed that the indicators would make for easy
measurement of alternative service delivery channel on customer loyalty in the

Nigerian banking industry.

1.8 Limitations of the Study

The researcher encountered some problems while carrying out this study.
These are inclusive of the fact that many employees of the banks dislike questions
that appear to be probing them and they seemed to have special liking for secrecy,
thereby they made attempt to avoid the researcher and they didn’t give more vital

information as regard to the questionnaire presented to them.
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Negative attitude of some respondents who thought that the information
was not be necessary for their benefit gave little attention to the question
presented to them. Some top managers were not always available for contact this
made the researcher to frequently visit the bank branches in order to get more valid
information. The study is for academic purpose this made the researcher to limit

himself to the study.

1.9  Definition of Key Terms

Alternative service delivery: Alternative delivery channels, defined as those
channels that expand the reach of services beyond the traditional bank branch
channel.

Online banking: Online banking service is the process of rendering services to
consumers over the internet for purchases of tangible and intangible products.

ATM: ATM stands for; Automated Teller Machine. It is also referred to as a cash
machine, a cash dispenser machine that allows users transact business without
queuing in the banking hall.

POS: POS is an abbreviation for Point of Sale (or Point-of-Sale, or Point of Service).
The term is applicable to a retail shop or store, the checkout/cashier counter in the
store, or a location where such transactions can occur in this type of environment.
Mobile banking: Mobile banking is a service provided by a bank or other financial

institution that allows its customers to conduct a range of financial transactions
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remotely using a mobile device such as a mobile phone or tablet, and using software,
usually called an app, provided by the financial institution for the purpose.

Customer Loyalty: This is a deeply held commitment to re patronize a preferred
service consistently in the future, thereby causing repetitive same brand or same
brand set purchasing, despite situational influences and marketing efforts having the

potential to cause switching behaviour.
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CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction
In this chapter, areas such as: concept of alternative delivery channels, ATM,
online banking, POS Services, Mobile banking, concept of customer loyalty, etc were
all reviewed. This study reviewed previous empirical studies and also provided the

conceptual framework for the study.

2.2 Conceptual Review
2.2.1 Concept of Alternative Delivery Channels

A channel is a gateway for execution of a service. A channel can be an office,
media, tool, or an application; it can be manipulated by human interaction or through
a systematic front-end interface. The ‘Alternate Delivery Channel (ADC)’ approach
emerged as a result of a pressing need to ensure proper handling and communicating
of scattered services, products, and/or commodities that were previously not
following a systematic process flow (Owens and Anna, 2006). ADCs have evolved
gradually and adapt to serve consumer needs at their convenience. ADC serves as an
alternate to complement the existing delivery channels. At this stage, it cannot be
considered as a replacement to the existing structured delivery channels, but rather as
an advanced interface to leverage the use of any service that is also being offered

through conventional channels. For more than 20 years, ADC has proven its ability to
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meet consumer’s expectations by ensuring accuracy, convenience, and timeliness in
service 24/7.

In the banking sector, Alternate Delivery Channels are channels and methods
for providing banking services directly to the customers. According to Ovum Analyst
Research (2013), customers can perform banking transactions through their ATM,
contact the bank’s Call Center for any inquiry, access the digital Interactive Voice
Response (IVR), perform transactions through Internet Banking, and even on
smartphones through mobile banking, etc. These channels have enabled banks to
reach a wide consumer-base across geographies. Alternative delivery channels,
defined as those channels that expand the reach of services beyond the traditional
bank branch channel, have emerged as a result of innovations in information and
communication technology and a shift in consumer expectations. ADCs are
transformative in nature, accommodating the demand for access to financial services
“anytime, anywhere, anyhow”. They rely heavily on information and communication
systems and devices ranging from ATMs to mobile phones, all of which enable the
instant transmission of financial and non-financial information between the customer
and financial services providers. New technologies increase efficiency through
automation, reduce operational costs, and improve service quality by cutting down on
waiting times and offering more convenient access and reduced cost to the end-

consumer (www.ifc.org/financialinclusionafrica).

ADCs ensure the smooth flow of regular transactions and provide banks with

higher profits with lower operational expenses and transaction costs. “Channelize
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through channels” is the new paradigm for banking today, which in earlier times
relied solely on the branch network — where expanding the business meant adding
more branches at high real estate and licensing costs (Chinedu, Chima, and Emeka
2012). The evolution of Alternate Delivery Channels has changed the dynamics of
the branch network. The traditional branch services which included, Cheque/Cash
deposits, Teller Services, etc. have now shifted to other channels; ADCs have now
become independent of branch to provide unique services including, Cheque/Cash
withdrawal, Foreign Exchange services, Funds Transfers, Bill Payments, and now
even mobile top-ups. This exponential expansion of services has now made the

customers more inclined towards ADCs.

2.2.2 Components of Alternative Delivery Channels
There are various components of alternative delivery channels used by
commercial banks in Nigeria. But, for the purpose of clarity and brevity, the

researcher will only focus on four commonly used channels which are;

1. Automated Teller Machine (ATM)
2. Online Banking

3. Point of Sales (POS) and

4. Mobile Banking
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2.2.3 Automated Teller Machine (ATM)

ATM stands for; Automated Teller Machine. It is also referred to as a cash
machine, a cash dispenser and ‘the hole in the wall” among other names (Kevin and
David, 2008). The ATM is an electronic computerized telecommunications device
that allows financial institutions (e.g. bank or building society) customers to directly
use a secure method of communication to access their bank accounts. According to
Komal (2009), ATM is a self-service banking terminal that accepts deposits and
dispenses cash. Most ATM’s also let users carry out other banking transactions (e.g.
check balance). Melba and Merlin (2013) asserted that ATM’s are activated by
inserting a bank card (cash or credit card) into the card reader slot. The card will
contain the customers’ account number and PIN (Personal Identification Number) on
the cards magnetic stripe.

Muhammad (2010) stated that when a customer is trying to withdraw cash for
example, the ATM calls up the banks computers to verify the balance, dispenses the
cash and then transmits a completed transaction notice. According to Shamsuddoha,
Chowdhury, and Ahsan (2005), the idea for an ATM originally was to simply replace
or reduce the workload of a bank teller (i.e. the person in the bank who gives out
money to customers). The ATM would help reduce banks overheads as wages would
be decreased. As for who created the first ATM or where it was first used is a topic
of much debate (Sultan and Komal, 2009). Basically what answer you get when the
question ‘who invented the ATM?’ is asked depends on who you ask. Miller (2006)

presents the facts as he knows it about the history and invention of the ATM. The
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notion of having a bank machine which automatically dispensed cash to customers

came about in the 1930’s.

2.2.4 Online Banking Services

An online service refers to any information and services provided over the
Internet. These services not only allow subscribers to communicate with each other,
but they also provide unlimited access to information (Sheth and Sharma, 2005).
Online service is the process of rendering services to consumers over the internet for
purchases of tangible and intangible products. Consumers of such services visit web
stores from the comfort of their homes and offices to make purchases (Ozuru and
Emezi, 2016). According to Wan, Luk and Chow (2005), online services can range
from simple to complex. A basic online service may help subscribers gain needed
data through a search engine, while a complex one might be an online mortgage
application from a bank. Online services may be free or paid.

Online services provide an infrastructure in which subscribers can
communicate with one another, either by exchanging e-mail messages or by
participating in online conferences (forums) (Udo, Bagchi, 2010). In addition, the
service can connect users with an almost unlimited number of third-party information
providers. Subscribers can get up-to-date stock quotes, news stories hot off the wire,
articles from many magazines and journals, in fact, almost any information that has
been put in electronic form. Of course, accessing all this data carries a price.

According to Proomrow (2003), online services if not done properly may cause
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customer disloyalty, hence the importance of delivering efficient, effective and
quality services with remarks and excellent customer experience.

Online banking service or internet banking is therefore an internet based
platform provided by banks for easy interaction and rendering of services between
the bank and its customers. The platform services as a two way communication
platform between the bank and its clients and enables the customers perform most of
their banking transactions through the web without having physical contact with the
bank. This platform has become one great service delivery tool for banks that

adopted it.

2.2.5 Point of Sales (POS) Service

The point of sale (POS) or point of purchase (POP) is the time and place
where a retail transaction is completed. It is the point at which a customer makes a
payment to the merchant in exchange for goods or after provision of a service. At the
point of sale, the merchant would prepare an invoice for the customer (which may be
a cash register printout) or otherwise calculate the amount owed by the customer and
provide options for the customer to make payment. After receiving payment, the
merchant will also normally issue a receipt for the transaction. Usually the receipt is
printed, but it is increasingly being dispensed electronically.

It can apply to the actual Point of Sale (POS) Hardware & Software including
but not limited to: electronic cash register systems, touch-screen display, barcode

scanners, receipt printers, scales and pole displays. Point of Sale Systems are utilized
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in many different industries, ranging from restaurants, hotels & hospitality
businesses, nail/beauty salons, casinos, stadiums, and let's not forget - the retail
environments. In the most basic sense, if something can be exchanged for monetary

value - a Point of Sale System can be used.

2.2.6 Mobile Banking

Mobile banking refers to the use of a Smartphone or other cellular device to
perform online banking tasks while away from your home computer, such as
monitoring account balances, transferring funds between accounts, bill payment and
locating an ATM. Mobile banking is a service provided by a bank or other financial
institution that allows its customers to conduct a range of financial transactions
remotely using a mobile device such as a mobile phone or tablet, and using software,
usually called an app, provided by the financial institution for the purpose. Mobile
banking is usually available on a 24-hour basis. Some financial institutions have
restrictions on which accounts may be accessed through mobile banking, as well as a
limit on the amount that can be transacted (Tiwari, Buse and Herstatt, 2006b).

According to Vaidya (2011), the types of financial transactions which a
customer may transact through mobile banking include obtaining account balances
and list of latest transactions, electronic bill payments, and funds transfers between a
customer's or another's accounts. Some also enable copies of statements to be
downloaded and sometimes printed at the customer's premises; and some banks

charge a fee for mailing hardcopies of bank statements. From the bank's point of
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view, mobile banking reduces the cost of handling transactions by reducing the need
for customers to visit a bank branch for non-cash withdrawal and deposit
transactions. Transactions involving cash or documents (such as cheques) are not
able to be handled using mobile banking, and a customer needs to visit an ATM or
bank branch for cash withdrawals and cash or cheque deposits. According to Tiwari,
Buse and Herstatt (2007), mobile banking differs from mobile payments, which
involves the use of a mobile device to pay for goods or services either at the point of
sale or remotely, analogously to the use of a debit or credit card to effect an EFTPOS

payment.

2.2.7 Concept of Customer Loyalty

Customer loyalty research has mainly centered on the loyalty consumers
display towards tangible and intangible products that is often referred to as brand
loyalty (Daniel, 2012). Although, the concept of customer loyalty to tangible goods
(brand loyalty) has been studied extensively by marketing scholars, relatively little
empirical research has examined loyalty to service organizations (service loyalty).
Significant gaps exist in marketing literature in explaining what leads customers to
become loyal to service organizations. Loyalty is therefore an attitude or behavior
that customers explicitly vocalize or exhibit. Loyalty has both behavioral and
attitudinal dimensions. The behavioral repurchase consists of repeated purchase of

product while attitudinal loyalty refers to attitudinal commitment or favorable
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attitude toward a product resulting in repeat purchasing behavior. It is a biased
purchase response resulting from an evaluative attitude favoring the purchase.

Anderson and Jacobson (2000) say that customer loyalty is actually the result
of an organization creating a benefit for customer so that they will maintain or
increase their purchases from the organization. They indicate that true loyalty is
created when the customer becomes an advocate for the organization without
incentives. There are several factors that attempt to explain customer loyalty in
service organizations but this study specifically focused on service quality,
satisfaction and value. These antecedents were included in the conceptual model in
order to assess how they affect customer’s loyalty towards service providers. Cronin
et al. (2000) point out that when service quality, satisfaction and value are
investigated separately as drivers of loyalty outcome behaviors, they consistently
have a statistically significant effect on loyalty.

Little has been studied on the simultaneous effects of service quality,
satisfaction and value on customer behavioral loyalty. This study extended the
marketing theory relative to service quality, value and satisfaction as antecedents of
customer loyalty in service organizations. Most businesses are faced with keen
competition. The ability to win, satisfy and retain a customer becomes a great
success factor for any business. A few approaches to measuring customer loyalty
are listed below.

Retention Rate: Customer Retention is one key area of measuring customer loyalty.

It shows the willingness of a customer to remain with a particular company and
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continue to enjoy its products or services despite the offerings of completion. It
measures the attrition rate on the company or its product/service. In the banking
industry, retention rate is measured through the level of inactive and dormant
accounts volume of the bank.

Advocacy: Advocacy as means of measuring customer loyalty tries to check how
willing the customers are to recommend the company’s product or service to other
users of that product/service. It shows how satisfied a customer is with the company
and its services. It takes a satisfied customer to win his/her advocacy to other
prospects and clients.

Though Advocacy and Retention are interrelated, there is still a distinction
between the two. Advocacy preaches the brand, which does not necessarily mean or
translate to purchase, while Retention requires the costumer to actually engage in
purchase of the company’s product/service which is a true indication of customer
satisfaction.

Net Promoter Score: NPS (Net Promoter Score) is another simple way to measure
customer loyalty. Like Advocacy, NPS measures how likely your customers are to
recommend your company and its product/services to a friend. Only a loyal customer
will refer your business to a friend.

Customer Lifetime Value (CLV): Customer lifetime value is another good
measurement of customer loyalty. It shows how often a customer patronizes a

particular band and how long they remain a customer. It will show you if your
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customers are becoming more loyal over time. If a customer is purchasing often and
over a long time, the customer can be classified as loyal customer.

Share of Wallet: This is a simple calculation that shows the true loyalty of your
customer. Share of Wallet measures the proportions of your customers’ total spend
on a particular product/service category that come to you. In a competitive business
where customers buy same product or service from different suppliers, the percentage
of the customer’s total expenditure on that product/service category that comes to
you determines the value the customer has placed on your business. The higher your
share of the wallet indicates the customer’s loyalty to you. It’s calculated as:

customer spend / customer category spend.

2.2.8 Benefits of Alternative Banking Channels

The technological innovation has brought about several gains to the banking
industry in Nigeria and the world at large. Some of these can be identified as
convenience to banking, enhanced customer access and awareness, speedy or faster
process and transmission of information, reduction of fraud levels and improved risk
management. Other benefits are global compliance that is, adopting trends to provide
seamless and standardized services worldwide and easier marketing of banking
services among others. Katz et al., (2011) in a study, found that the most important
factors encouraging consumers to use online banking and other banking channels like
ATM, POS, Quick teller etc. are lower fees followed by reducing paper work and

human error, which subsequently minimize disputes (Oliver., 2000). Taylor (2005)
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concluded that it was changing consumer attitudes rather than bank cost structures
that determine the changes in distribution channels; they added that virtual banks can
only be profitable when the segment that prefers electronic media is approximately
twice the size of the segment preferring street banks.

Convenience of conducting banking outside the branch official opening hours
has been found significant in cases of adoption of e-banking. Banks provide
customers convenient, inexpensive access to the bank 24 hours a day and seven days
a week. Folkes et al., (2007) pointed out that each ATM could carry out the same,
essentially routine, transactions as do human tellers in branch offices, but at half the
cost and with a four-to-one advantage in productivity. Given that the ICT is now
creeping into the banking industry in Nigeria, its functions could not be completely
regarded as substitute for tellers in the banking hall. There are a number of times
where the ATMs fail to function thus making the customer unable to access the
service.

Lucas (2002) found a positive correlation between convenience and
alternative banking and remarked that a primary benefit for the bank is cost saving
and for the consumers a primary benefits is convenience. Multi-functionality of an IT
based services may be another feature that satisfies customer needs (Hui et al., 2008).

Alternative banking also increases competition within the banking system and
also from non-bank financial institution (Rose, 2009). The Internet increases the
power of the customer to make price comparisons across suppliers quickly and

easily. As a consequence, this pushes prices and margins downward (Berry et al.,
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2005). Institutional encouragement of the use of IT-based services and IT service
fees are another important dimension (Fornel, 2002). Cantrell (2007) conducted a
banking survey in the US and found that increases in service fees were one of the
main driving forces behind the move of some large bank customers to smaller
community banks.

Tom and Lucey (2005) pointed out that banks are responding to the Internet
differently, and that those which see the Internet as a complement and substitute to
traditional channels achieved better communication and interactivity with customers.
Debe Rioux et al (2000) argued that the alternative banking extends the relationship
with the customers through providing financial services right into the home or office
of customers. The banks may also enjoy the benefits in terms of increased customers
loyalty and satisfaction (Williams, 2000).

Kindo, (2011) viewed the same situation differently and argued that customers
like to interact with humans rather than machines. They found more possibilities for
asking questions and believe that bank clerks are less prone to errors. It is thus
essential that any face-to-face transactions are carried out efficiently and courteously.
This increases the possibility of selling the customer another service that they need
and also promotes a good image and enhances customer loyalty. The findings
obtained by Aladwani (2001) suggest that, attitude is an important variable which
influence the usage of alternative banking services such as telephone banking and

ATM services. Therefore, customers who have negative attitude towards alternative
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banking services especially individuals who cannot read and write, are less likely to
use such services than those with positive attitude.

Davies, (2009) found that low levels of email usage and a preference for doing
over-the-counter transactions at bank branches are the main reasons for not using e-
banking in Turkey. The opportunity to conduct a trial may help to convince reluctant
customers (Aladwani, 2001). Boon and Ming (2003) concluded that banks in
Malaysia should concentrate on enhancing their operation and product management
through a mixture of branch banking and alternative channels such as; ATMs, POS,

online banking and mobile banking etc.

2.2.9 Conceptual Model

Although, previous researchers such as; (Daniel, 2012; Eyad, 2014; Aysha &
Muthumani, 2015) have carried out study in this area, but not much has been carried
out in the Nigeria context specifically banks located in Asaba metropolis of Delta

State. Hence, the reason why the researcher has chosen this framework;
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Alternative Delivery Channels of bank services Customer Loyalty

(Independent Variable) (Dependent Variable)

Figure 2.1 Conceptual Model of the Study
Source: Researcher’s Model (2016)

The model above indicates that the variables of alternative service delivery
used by banks could have direct relationship with the dependent variable which is
customer loyalty. Hence, ATM services could lead to customer loyalty if
appropriately used. Again, POS could also enhance customer loyalty. The model also
shows that mobile banking could result to customer loyalty. And finally, online
banking services may lead to customer loyalty.

2.9.1 ATM and Customer Loyalty
Earlier research by Brownlie (1989) has recommended that some consumers

have positive attitudes towards ATMs based on dominant perceptions of
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convenience/accessibility/ease of use. As observed by Malcolm (2008). On the
other hand, Reichheld and Sasser (1990) have recognized the benefits that customer
loyalty delivers to a bank. For instance, the longer a customer stays with a bank the
more utility the customer generates. This is a result of a number of factors relating to
the time the customer spends with a bank. Without usage of technology the banking
sector cannot provide customers with a satisfactory service (Patricio et al., 2003).
Effective service delivery according to Chinedu, Chima & Emeka (2012), is a new or
significantly improved service concept that is taken into practice.

According to, Patricio et al. (2003) customers will use different service
delivery systems dependent on their assessment of each channel and how it
contributes to the overall service offering. Hence service satisfaction will not merely
be based on isolated service encounters and experiences but rather on the overall
feelings of satisfaction. With automated teller machines networks already in place in
most of the urban areas, the drive is now focused towards the rural areas where the

use of automated teller machines is still uncommon (Musiime and Biyaki, 2010).

2.9.2 Online Banking and Customer Loyalty

Online service entails delivery of tangible/intangible products to consumers
through the internet platform. Customer service on the web can take several forms
such as answering customers inquires, providing search and comparison capabilities,
providing technical information to customers, allowing them to track order status,

and placement of online orders etc (Ozuru & Kalu, 2011). In today’s business world,
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companies can no longer ignore the importance of online business which resumes
great attention to rendering services that will be accepted to by their customers. The
use of internet or online services has improved the pattern or changed the way
consumers purchase goods and services in Nigeria. The internet is now a platform
that most online shops explore in order to beat competitors in a fierce competitive
environment (Jomes et al, 2003). Good customer service equals good customer
retention and good online business enterprises like airline industry to differentiate
their services from their competitors. A successful airline service industry will adopt
a strategy that allow them build customer loyalty, fulfill a broader range of customer
needs and increase the effectiveness of their sales and service (Reynolds, 2004).
Online customers bring a whole new set of customer service expectations that never
existed with brick-and-mortar stores, customer expects easy way of buying and a fast
delivery system.

Banks like First bank, First Monument bank, Oceanic bank, Stanbic IBTC,
Zenith bank, Diamond, etc that operate in Asaba, Nigeria and nationwide now pay
great attention to online services in order to satisfy their customers. Good customer
relations warrant customer to come back for more and less relations requires a
customer service strategy that puts in place polices, services, software, hardware that
enable customers feel confident when making online transactions. Online services are
not done haphazardly, rather, it takes planning, organizing, implementation and

control to enable the achievement of the organizational goals. Online customers do
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not need to queue up online or be bored by unnecessary web pages before getting
what they want (Reynolds, 2004).
2.9.3 POS Service and Customer Loyalty

One of the most effective ways to increase sales is by paying attention to what
customers want and need. With a CRM-friendly POS system, businesses can easily
collect and keep track of customer preferences and buying histories and transmit
them to CRM systems in real time. Not only does this information help businesses
better target marketing campaigns and upsell at the point of sale, but it also lets them
cater offerings to individuals or groups of customers to improve the customer
experience. With the increasing comfort level of consumers with POS, technology is
already prompting banks to begin looking at ways to enhance self-checkout systems
while the industry management continues to evaluate upgrade alternatives.

Lucas (2002) in his literature review concluded that time and convenience are
among the most important factors bank managers should consider when selecting and
implementing checkout processes for their retail outlets. Lucas (2002) found that
demand is high for POS technology therefore, can reduce queue time in the bank and
give customers convenience and control. In the attempt to meet this demand, bank
managers in the banking industry are exploring different techniques and evaluating
current technology in checkout systems to help them improve their current customer

checkout process.
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2.9.4 Mobile Banking and Customer Loyalty

Mahdi and Mehrdad (2010) used chi-square to determine the impact of mobile
banking in Iran and their findings from the viewpoints of customers is that, mobile
banking caused higher advantages to Iranians. In other words, Iran banks provide
services that the customers are deriving satisfaction with particular reference to the
use of mobile banking. In a similar study, Jayawardhena and Foley (2000) explore
mobile banking as a new delivery channel arguing that mobile banking may help to
overcome the inherent disadvantages of traditional banks and it is very clear that if
mobile banking is conducted successfully it leads to big volume of transactions.
Mahdi and Mehrdad (2010) concluded that ATMs in banking sectors will cause cash
circulation decreases, the efficiency of banking sector will increase, as client banking
costs decrease (less cash fees to pay), shop keeper / service provider costs will
decrease, and bank costs decrease (cash storage, less checking and processing costs),
and that customers don’t have enough knowledge related to mobile banking in Iran.

Larger banking groups are better placed to go online with mobile phones via
an internet bank. Although, mobile internet banks can pursue an aggressive strategy
to position them in the market, and quickly attract new clients with high yielding
deposits, this seems less important for traditional banks, which have already reached
a stable position in the market (Jayawardhena and Foley, 2000). Instead, large banks
can better reap the benefits of scale effects and obtain larger productivity, gains via

cost reductions in branches and personnel (Jayawardhena and Foley, 2000). They so
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receive a more stable flow of income and so obtain a strategic advantage over other
banks (Nickerson and Sullivan, 2003).

Financial innovation is aimed at obtaining more capital at the lowest cost as
possible and majority of the fund composition is high-cost funds such as deposit
accounts or time deposits. Only a small amount of funds are low-cost, such as saving
accounts. Therefore, banks must innovate well and every innovation must be
communicated effectively and attractively to their targeted market (Iftekhar,
Schmiedel and Song, 2009). Customers prefer to deposit money into a system in
which they can obtain a good payment service (Kemppainen, 2003 & 2008).
Innovation improves the movements of deposits from checking accounts to money
market deposit accounts, increases use of brokered deposits, and higher average wage

rates for bank employees for click and mortar banks (Sushanta and Ho, 2006).

2.3  Theoretical Review

Here the researcher reviewed two main theories which are; innovation
diffusion theory and technology acceptance model.
2.3.1 Innovation Diffusion Theory

An innovation is an idea, practice or object that has distinguishable features
perceived to be new. Diffusion is a process by which the innovation is communicated
through certain channels over time among the members of a social system. It is

dependent on the perceived characteristics of an innovation. Rogers (1983) proposed
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a theory of diffusion, which highlighted five (5) innovation characteristics that either
increase or reduce the rate of acceptance of a technological innovation.

According to this theory, the adoption of innovation is explained by five (5)
innovation attributes namely: relative advantages, compatibility, complexity, trial
ability and observe ability. In terms of relative advantage, the use of new technology
is highly dependent on the comparable benefits derived from its use. New technology
is considered to possess a relative advantage over existing technology based on its
perceived usefulness or its ability to enhance the user’s state of well-being defined
either economically, financially, physically or socially (Taylor & Todd, 1995). Davis
(1989) suggested that ease of use refers to the extent to which the new system would
require less physical and mental effort in getting output and is based on subjective
opinions of customers.

Compatibility is the second dimension of Diffusion Innovation Theory and
refers to the extent to which the innovation is deemed to be aligned with customer
values, past and potential wants and needs. Al-Majali and Nik Mat (2011) refer to
compatibility as the extent to which the innovation supersedes all other options in
meeting the desires and needs of the adopter. It generally refers to the ability of the
technology to fit within the lifestyle of the customer. The third dimension of
Diffusion Innovation Theory model is complexity which relates to the amount of
physical and mental effort requires understanding the innovation. The level of
complexity of internet banking is a function of the level of skill and expertise the

customer has with the internet and computer.
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Trial ability allows the adopter the opportunity to test the innovation on a
limited time scale before full adoption takes place. Rogers (1983) argued that trial of
innovation reassures the adopter and reduces risks and uncertainty associated with
adopting the technology. There is a positive correlation between the likelithood of
adopting innovative technology and the opportunity given to customers to experiment
with this technology prior to adoption. The fifth and last component of the DIT
model is observability, which is the extent to which the technology is observable by
others. Because of the nature of the service under investigation, the relevance of this
construct to the study’s purpose was deemed redundant. In other words, most if not
all banking transactions are done privately, not observable or visible to others.
Therefore, the construct of observability which implies speculation by others does
not apply to private purchases, a conclusion supported by Al-Majali and Nik Mat
(2011).

Diffusion innovation theory is one of the earliest attempts by researchers to
model technology acceptance among customer public. Rogers (1983) extended the
diffusion of innovation theory by investigating characteristics of adopters likely to
accept innovative technology. He identified five (5) clusters of adopters of new
technology which varied according to the time the new product was adopted during
its life cycle. These groups are: innovators, early adopters, early majority, late
majority and laggards. Each cluster differs according to the rate of adopting

innovative technology.
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The first group labeled as innovators, is generally a group of customers that
exercise tremendous eagerness and thirst for new ideas. Innovators generally have
higher incomes, are better educated, are more self-confident and rely less on group
norms. The second cluster labeled early adopters follow innovators in their adoption,
and although they are not the first adopters, they do so relative early in the product’s
life cycle. They are much more reliant on group norms and values compared to
innovators and it is because of this group affiliation, they are more likely to become
opinion leaders.

The third group of customers, early majority follows next. This group is likely
to collect more information on products and services before adoption. Their tendency
to adopt is highly dependent on recommendations and suggestions made by early
adopters or opinion leaders. The late majority group adopt only after the product has
been tried by other groups and proven to be successful. They are highly dependent on
group norms and adoption is highly dependent on social compliance. Rogers (1983)
classified this group as older with less education. The final group of customers to
adopt the product is referred to as laggards. By the time this group adopt the product,
it is often superseded by something else. Laggards are suspicions about new product
and are often alienated by rapidly advancing societies. They generally belong to the
lowest socio-economic status.

Overall, the diffusion process is influenced by the norms and values of the
target market. Group norms are often classified as modern or traditional. Modern

markets are more likely to accept changes; they have a greater respect for education
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and science, and are more cosmopolitan. In today’s modern society a new generation
of customers has entered the market bringing with them a technology based lifestyle
never seen before. Typically between eighteen (18) and thirty (30) years old, this
group labeled Digital-Natives or Millennial have typically grown up in an era of
ongoing technological progress and widely saturated media environment. Most have
grown-up with the internet and are adept at using it for product research and
purchasing. According to Moriarty (2004), the primary source of information for the
millennial generation is the internet, a source they trust and favour.

Although not as large as the previous generation in terms of numbers,
members of the millennial generation have higher incomes and higher propensity to
consume. Additionally, millennial generation are less risk adverse compared to
previous generations, are more inclined to switch suppliers of services, are more
pessimistic towards businesses and business activities, and are less loyal in their
purchase tendencies (Lancaster & Stillman, 2002). They are also less price conscious
and place a greater level of importance on materiality and personal convenience and
when making purchases. These inherent group characteristics have a direct impact on
the generation’s use of technological options in their purchase decisions. But using
technological options is dependent on the perceived features of the technology will
ultimately encourage or discourage this group from adopting it. In order words, the
likelihood of adoption and loyal tendencies of technologies by millennial members

depends on the nature of the technology.
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2.3.2 Technology Acceptance Model (TAM)

Theories and models used in studies related to the innovations, acceptance and
use of new technology are many. For instance, focusing on the technological issues
(Davis 1989) advances the Technology Acceptance Model (TAM). This model
relates the individuals’ behavioural intentions and his/her ICT use. It is suggested
that, the actual behaviour of a person is determined by his behavioural intention to
use, which is in turn influenced by user’s attitude toward and perceived usefulness of
the technology. However attitude and perceived usefulness are both determined by
ease of use. Adopting the TAM model requires the understanding of end-users
requirements regarding usefulness and user friendliness (Pedersen, Leif, Methlie and
Thorbjornsen, 2002). From this model, usefulness and user friendliness affect users'
attitudes towards any service (ibid.). Davis (1989; 1993), thus suggest that it is
important to value user requirements based on perceived usefulness and the user
friendliness of the technology rather than other objective measure.

Critiques of this model are directed to its inclination to the technological/
technical aspects of the technology in question ignoring other factors such as social
aspect of the wusers. In practice, constraints such as limited ability, time,
environmental or organizational limits and unconscious habits will limit the freedom
to Wang, Wang, Lin and Tang (2003) were interested to identify the factors that
determine acceptance of internet banking by the users. According to the Technology
Acceptance Model (TAM), perceived ease of use and perceived usefulness constructs

are believed to be fundamental in determining the acceptance and use of various
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information technologies (IT). These beliefs may not fully explain the user's
behaviour toward newly emerging IT, such as internet banking.

Using the TAM as a theoretical framework, Wang et al. (2003) introduces
“perceived credibility” as a new factor that reflects the user's security and privacy
concerns in the acceptance of internet banking. Wang et al. (2003) examines the
effect of computer self-efficacy on the intention to use internet banking. The results
strongly support the extended TAM in predicting the intention of users to adopt
internet banking. It also demonstrates the significant effect of computer self-efficacy
on behavioural intention through perceived ease of use, perceived usefulness, and

perceived credibility (Wang et al., 2003).

2.4  Empirical Review

Financial innovations enable firms from all sectors to raise money in larger
amounts and at a cheaper cost than they could elsewhere (Lerner, 2006). It becomes
obvious that there is a tendency for a bank to minimize costs and expenditures. The
other major benefit from alternative banking channel innovation is fee based income
(Dew, 2007). If a bank joins in an ATM network, it can generate income from other
banks’ customers that use its ATM machines or from third parties that cooperate with
it. Advanced retail payment transaction technologies will foster innovation and
growth in the retail banking sector. This will further create more value associated
with retail payment services for banks. On the other hand, if more retail payment

transactions have been done through POS instead of retail payments offices, banks
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can be more cost efficient and obtain more income which will also affect customers
share earnings, therefore increasing the level of customer loyalty in the bank
(Iftekhar, Schmiedel and Song, 2009). Innovations of retail payment services have a
larger impact on bank performance in countries with a relatively high adoption of
retail payment transaction technologies (Iftekhar, Schmiedel and Song, 2009). ATMs
as studied by Massoud and Bernhardt (2002) and McAndrews (2002) consider the
possibility that ATM surcharges can impact banks profitability, both directly as well
as indirectly through a so-called customer relationship effect. This indirect effect
results from a customer at a small bank with relatively few ATMs switching his/her
deposit account to a larger bank with a larger number of ATMs in order to avoid
paying ATM surcharges. If switching occurs then higher ATM surcharges should
result in an increase in the market share of bank products (e.g. deposits) and
profitability of larger banks and a decrease in the market share of deposits and
profitability of smaller banks (McAndrews, 2002).

Malhotra and Singh (2009) in their study on the impact of internet banking on
bank performance and risk found out that on average internet banks are larger, more
profitable and are more operationally efficient. They also found that internet banks
have higher asset quality and are better managed to lower the expenses for building
and equipment and that internet banks in India rely substantially on deposits. They
further found out that smaller banks that adopt internet banking have been negatively
impacted on profitability. Kagan, Acharya, Rao and Kodepaka (2005) in their study

on whether internet banking affects the performance of community banks found that
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banks that provide extensive online banking services tend to perform better which
makes customer prefer such bank to the others. They further found out that online
banking helps community banks improve their earning ability as measured by return
on equity and improved asset quality by reducing the proportion of overdue and
underperforming assets.

Hernando and Nieto (2006) while studying whether internet delivery channels
change bank’s performance, found out that adoption of internet as a delivery channel
involved gradual reduction in overhead expenses (particularly, staff, marketing and
IT) which translates to an improvement in banks’ profitability. As a result mobile
banking, users can now perform common banking transactions such as writing
checks, paying bills, transferring funds, printing statements and checking account

balances online using their mobile phones (Acharya and Kagan, 2004).

2.5 Summary

This chapter has been able to review literatures relating to alternative services
channels of banks as it affect customers loyalty in the Nigeria banking industry.
Areas focused on are; concept of alternative delivery channels, components of
alternative delivery channels, automated teller machine (ATM), online banking, point
of sales (POS) services, mobile banking, concept of customer loyalty, benefits of
alternative banking channels, conceptual model, ATM and customer loyalty, online

services and customer loyalty, POS service and customer loyalty, mobile banking
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and customer loyalty. Also, theoretical review includes; diffusion innovation theory
and technology acceptance model (TAM) and empirical review.

Studies conducted by Shu and Strassmann, 2005; Kozak , 2005; Brynjolfsson
and Hitt, 2000; Massoud and Bernhardt , 2002; McAndrews ,2002; Malhotra and
Singh 2009; Kagan, Acharya, Rao and Kodepaka ,2005etc where done almost
exclusively in the Nigerian context and has not addressed the effect alternative
delivery channels of banking services may have on customer loyalty in the banking

industry in Asaba. Therefore, this study was focused on filling this gap in literature.

50



CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction
This chapter is concerned with providing the methods adopted in carrying out
this research study. Therefore, the following procedures will be applied:

e Research design

e Population of the Study

e Sample size

e Sampling techniques

e Methods of Data collection

e Research instrument

e Validation and Reliability of research instrument
e Techniques for data analysis

e Measurement of Variables

3.2  Research Design

Research design refers to the approaches, framework or plans for carrying out
research studies (Olannye, 2006). According to Elikwu (2008) it is described as a
programme that is meant to guide the researcher in the process of collecting,
analyzing and interpreting observations. Research design, articulates the tools
through which the empirical data are gathered and analyzed. According to Anyiwe,
Idahosa and Ibeh (2005), research design is a guide showing how the data or
information concerning a research problem is to be collected and analyzed within

the research setting and economy of time and materials. The authors also suggest
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that a research design refers to the approaches, framework and strategy of
conducting research studies.

The research design used for this study was the cross sectional survey
research design. According to Granger and Newbold (2004), survey research method
is concerned with the collection and analysis of data for the purpose of relating the
respondent view to the subject matter in order to achieve the stated goal. The reason
for these methods is that, the study made use of primary data. It helped the
researcher in collecting the required data and also helped in answering the research

questions in order to achieve the research objectives.

3.3  Population of the Study

According to Elikwu (2008) “Population is the totality of any group, persons
or objects which is defined by some unique attributes”. The population of this study
was 610 bank employees which consist of senior, middle and lower management
staffs of the selected ten (10) banks in Asaba metropolis, Delta State (Source:
Human Resource Departments of the Banks, 2016). These bank share a feature in
terms of recruitment and employing people. Since it is not possible to study the
entire population of banks in the banking sector due to geographical constraints, the
researcher has chosen ten (10) banks out of the nineteen (19) existing banks in the
country as the sample for this study.

For the purpose of this study, the research population comprised of lower,

middle and the senior management cadres of employees of the selected banks, and is
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presented in the table below: Access bank, Diamond bank, Eco Bank, First City
Monument Bank, Fidelity Bank, First Bank, GTB, UBA, Zenith Bank, and Skye

Bank.

Table 3.1: showing the population spread of bank staff

SN Banks Number of Staff
1 Access bank 70
2 Diamond bank 40
3 Eco bank 150
4 FCMB 80
5 Fidelity bank 40
6 First bank 90
7 GTB 40
8 UBA bank 40
9 Zenith bank 30

10 Skye bank 30

Total 610

Source: Human Resource Departments of the Banks (2016)

3.4 Sample Size

The sample size of any research study refers to the representation of the
population from which it is being drawn (Olannye, 2006). For the purpose of this
research, the appropriate number of representation of the population for this study
was determined using the Taro Yamen’s sample size formula thus:

n= N
1+N(e)?

Where n = sample size sought
e = level of significance
N = population size

Working reveals the desired sample size thus:
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The sample sought is:

n= 610
1 + 610(0.05)
n= 610
1+ 610 (0.0025)
n= 610
2525

=242

Therefore, the sample size that was used in this study constitutes 242 staffs.

TABLE 3.2 Proportion Sample Size from Each Bank

SN Banks Number of Staff
1 Access bank (70/610)x242=27.8
2 Diamond bank (40/610)x242=15.9
3 | Eco bank (150/610)%242=59.5
4 | FCMB (80/610)x242=31.7
5 | Fidelity bank (40/610)x242=15.8
6 | First bank (90/610)x242=35.7
7 | GTB (40/610)x242=15.9
8 | UBA bank (40/610)x242=15.9
9 | Zenith bank (30/610)x242=11.9

10 | Skye bank (30/610)x242=11.9

Total 242

Source: Human Resource Departments of the Banks (2016)

3.5 Sampling Techniques:
The study used the stratified random sampling method in the procedure that
eventually led to the picking of the banks whose employee participated. The

procedures includes the grouping of the banks in Asaba, Delta State and setting up of
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a table of random numbers whereby the list of banks was adopted as a result of its
convenience. A stratified random sampling method was adopted for this study as this
technique gives every member an equal chance of being selected or chosen. This was

due to the fact that the population was divided into sub strata.

3.6 The Research Instrument

The research instrument that was used in this study was a structured
questionnaire which response format was in the five point likert scale form whereby
the respondents would be asked to give answers ranging from strongly agree to
strongly disagree. It is particularly suitable at measuring or obtaining evaluative
response towards an object (Agbonifoh and Yomere, 1999), requiring intense
evaluation of his attitude stating how well he agrees or disagrees with a statement;
hence its usage in this study. The likert questionnaire scale format was assigned
numbers that ranges from: One (1): for strongly disagree; Two (2): for disagree;

Three (3): for Undecided; four (4): for agree; and five (5): for strongly agree.

3.7 Validity of Research Instrument

Content validity was used to test if the content of the questionnaire has really
addressed what it is supposed to measure. Content validity has been defined as the
degree to which elements of an assessment instrument are relevant to and
representative of the targeted construct for a particular assessment purpose (Haynes,
Richards and Kubany, 1995). According to Ogbor (2012), validity is concerned with

the question “Is one measuring what one thinks one is measuring? Validity is
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concerned with what the test is actually measuring. For the purpose of this study,
content validity was used by giving the questionnaire to some team of lecturers who
are experts in the field of management sciences to assess the content of the
questionnaire so as to determine whether the information gathered from the
respondents will be relevant to the objective of the research collected from the

literature review.

3.8 Reliability of Research Instrument

Reliability can be achieved through statistical procedures. Ogbor (2012)
affirms that the concept of reliability deals with an issue of consistency or accuracy
of an instrument. Reliability demonstrates that the test is measuring consistently.
Cronbach’s Alpha based text was used to text for the reliability coefficient. A
reliability coefficient of 0.7 and above, are high and is acceptable while a reliability
coefficient of 0.6 and below shows poor reliability (Sekaran, 2003). The reliability

test result is shown below;

Table 3.3: Showing the Reliability Test Statistics

Reliability Statistics
Cronbach's | Cronbach's Alpha Based
Alpha on Standardized Items | N of Items
.836 .836 20
Source: Field Survey (2016)
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Table 3.3 showed the reliability test result in which the Cronbach Alpha coefficient is
0.836 which implies that the four components of alternative service delivery which
are; ATM, Online banking, POS, Mobile banking and Customer loyalty (proxy by

customer deposit) are good and fit enough to measure what it intend to measure.

3.9 Methods of Data Collection

The strategy for obtaining the data for this study involves the administration of
validated questionnaire which is the primary data. Source for data collection for this
study were obtained from the primary source. Primary data entails the use of
questionnaire, and direct observation to obtain information relevant to the study. The

researcher used the linkert five-scale questionnaire model.

3.10 Techniques of Data Analysis

According to Grofel, (2003) the method/techniques of data analysis simply
means the statistical tool or techniques utilized in processing the data collected, with
a view to arriving at valid conclusions. The statistical techniques adopted for this
study is the multiple regression analysis via the use of SPSS version 23. The
justification for the choice of multiple regressions as the statistical tool for this work
is the fact that it was able to produce a robust and dependable result since it is highly
efficient and technically reliable. This was for the purpose of ascertaining the
strength of relationship that exist among variables, determine to what extent the

independent variable accounted for change on the dependent variable, as well as to
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test the statistical significance that exists among the variable respectively. Regression
analysis used to test the hypothesis was conducted at significance level of 0.05. Study
makes use of frequently distribution table for data presentation, descriptive statistics

for data analysis while simple regression is used for test of Hypotheses.

3.11 Measurement Variable
In order to assess the effect of alternative service delivery channel on
customer loyalty in the Nigerian banking industry, the researcher operationalized
service delivery channels into four major constructs which are; ATM, Online
banking, POS, Mobile banking and Customer loyalty (proxy by customer deposit).
Therefore, the following model specification was developed;
Y= FX)
The statistical model for the study is given below:
CL= xyt+o;ATM +,0B +o¢; POS +0¢,MP
Where:
CL = Customer Loyalty
ATM=Automated Teller Machine
POS= Point of Sales
OB= Online Banking
MP= Mobile Payments

o = Constant Coefficient
;4= Coefficients
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CHAPTER FOUR

RESULTS AND DISCUSSION
4.1 Introduction

In this chapter the research takes decisive action at presenting the variables

obtained from the field survey conducted by the researcher

4.2  Data Presentation

Data presentation analysis and test of hypothesis represent a three (3) phrase
approaches which serves as a link between the research objectives and research
findings. Howard (2012) points out that data presentation includes the description of
the data set disseminated with the main variables covered the classification
information on the time period covered and if applicable the base period sued. In
another view, Osuala (2005) huts that data presentation entails the use of tables,
charts, and graphs to demonstrate the trend, pattern and behaviour of any research
data. Following the perspective discussed above, the researcher administered a total
of 242 copies of questionnaires to respondents drawn from Ten Deposit Money

Banks in Delta state. The pattern of retrieval is presented below in table 4.1:
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Table 4.1: Questionnaire Retrieval Table

SN Banks Questionnaire administered Percentage Usable
1 Access Bank 20 8.3%
2 Diamond Bank 40 16.5%
3 | Eco Bank 30 12.2%
4 | FCMB 20 8.3%
5 Fidelity Bank 20 8.3%
6 | First Bank 32 13.2%
7 | GTB 20 8.3%
8 | UBA bank 20 8.3%
9 | Zenith Bank 20 8.3%
10 | Skye Bank 20 8.3%

Total | 10 242 100%

Source: Field survey (2016)

Table 4.1 shows that 242 copies of questionnaires were administered to staffs
of the ten selected banks and of this figure 242(100%) of these questionnaires were
successfully retrieved because the researcher personally administered the

questionnaires to each banks.
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4.3

Data Analysis

Here, data were presented using simple percentage approach.

4.3.1: Bio data Response

Table 4.2: Bio-data of respondents

S/N | QUESTION RESPONSE | RESPONDENTS | PERCENTAGE
1 Gender Male 185 76
Female 57 24
2 Age Below 30 108 45
31-40 87 36
Above 40 47 19
3 Educational OND/NCE 103 43
Qualification HND/B.sc 45 18
Masters 27 11
Others 67 28
4 Marital status Single 98 40
Married 144 60
Others 0 0
5 Years of Banking 1-Syear 30 12
Electronically with the | 6-10years 112 46
Bank Above 100 42
10years

Source: Field survey (2016).

From table 4.2 above, 185(76%) of the total respondents are male while

57(24%) are female; 108(45%) of the respondents are below 30 years, 87(36%) are

within 31-40 years and 47(19%) are above 40 years age. Academically, 103(43%) of

the total respondents are OND/NCE holders, 45(18%) have HND/B.sc degrees,

27(11%) have masters’ degree while 67(28%) have other degrees. 98(40%) of the

total respondents are single while 144(60%) are married and 0(0%) are others.
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Finally, years of banking electronically with the banks 30(12%) are 1-5Syears,

112(46%) are 6-10years and 100(42%) are 10years and above.

Other Research Questions

RESEARCH QUESTION 1: What is the impact of automated teller machine on

customer loyalty?

Table 4.3: Showing ATM Question from number 5-8

S/N STATEMENTS SA A U D SD
5 4 3 2 1

5 Customers develop positive 78 91 12 24 37
experience  and loyalty | 35 2000 | (37.600) | (5%) | (10%) | (15.2%)
towards a bank based on
convenience and accessibility
of their bank ATMs.

6 Customers are satisfied when 83 81 9 31 38
they can perform their banking | 34 30/3 | (33 504 | (3.7%) | (12.8%) | (15.7%)
services during off banking
hours with the use of the
ATM.

7 Customers  consider  such 68 103 12 34 25
factors as availability of (28.1%) | (42.6%) | (5%) (14%) | (103%)
functional ATM services in
their choice of a bank

8 The availability of functional 73 97 15 31 26
ATM services to achieve
convenience banking is a good | (30.2%) | (40.1%) | (6.2%) | (12.8%) | (10.7%)

product to win and retain a
customer

Source: Field survey (2016)
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From table 4.3 above, 78(32.2%) of the total respondents strongly agreed to
the assertion that inquire thus: “Customers develop positive experience and loyalty
towards a bank based on convenience and accessibility of their bank ATMs”,
91(37.6%) agreed. 12(5%) is undecided while 24(10%) disagreed and 37(15.2%)
strongly disagreed to the first question. For the second question, 83(34.3%) of the
total respondents strongly agreed to the assertion that inquire thus: “Customers are
satisfied when they can perform their banking services during off banking hours with
the use of the ATM”, 81(33.5%) agreed. 9(3.7%) is undecided while 31(12.8%)
disagreed and 38(15.7%) strongly disagreed. For the third question, 68(28.1%) of the
total respondents strongly agreed to the assertion that inquire thus: “Customers
consider such factors as availability of functional ATM services in their choice of a
bank”, 103(42.6%) agreed. 12(5%) are undecided while 34(14%) disagreed and
25(10.3%) strongly disagreed. For the fourth question, 73(30.2%) of the total
respondents strongly agreed to the assertion that inquire thus: “The availability of
functional ATM services to achieve convenience banking is a good product to win
and retain a customer”, 97(40.1%) agreed. 15(6.2%) are undecided while 31(12.8%)

disagreed and 26(10.7%) strongly disagreed.
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RESEARCH QUESTION TWO: What is the effect of online banking services on

customer loyalty?

Table 4.4: Showing Online Banking Question from number 9-12

S/N STATEMENTS SA A U D SD
5 4 3 2 1

9 Customers are satisfied when 82 89 20 36 15
they are able to perform their 0 o 0 o 0
banking transactions from the (34%) | (36.8%) | (8.3%) | (14.9%) (6%)
comfort of their homes and
offices through the online
banking platform.

10 | Customers develop a strong 104 74 16 26 22
liking for a bank that enables 0 o 0 o 0
them interact and relate with (43%) | (30.6%) | (6.6%) | (10.7%) | (9.1%)
the bank through their online
platform.

11 | Non availability of functional 106 84 13 18 21
online banking service can o o 0 0 0
make a  customer reduce (43.8%) | (34.7%) | (5.4%) | (7.4%) | (8.7%)
patronage to the bank.

12 | Online banking provides 70 118 7 15 32
convenience and round the 29%) | (48.8%) | (3%) (6%) (13.2%)

clock banking services to the
customers; thereby creating
strong affinity between the
bank and its customers.

Source: Field survey (2016)

From table 4.4 above, 82(34%) of the total respondents strongly agreed to the

assertion that inquire thus: “Customers are satisfied when they are able to perform

their banking transactions from the comfort of their homes and office through the

online banking platform”, 89(36.8%) agreed. 20(8.3%) is undecided while 36(14.9%)

disagreed and 15(6%) strongly disagreed to the first question. For the second

question, 104(43%) of the total respondents strongly agreed to the assertion that
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inquire thus: Customers develop a strong liking for a bank that enables them interact
and relate with the bank through their online platform, 74(30.6%) agreed. 16(6.6%) is
undecided while 26(10.7%) disagreed and 22(9.1%) strongly disagreed. For the third
question, 106(43.8%) of the total respondents strongly agreed to the assertion that
inquire thus: “Non availability of functional online banking service can make a
customer reduce patronage to the bank”, 84(34.7%) agreed. 13(5.4%) are undecided
while 18(7.4%) disagreed and 21(8.7%) strongly disagreed. For the fourth question,
70(29%) of the total respondents strongly agreed to the assertion that inquire thus:
“Online banking provides convenience and round the clock banking services to the
customers; thereby creating strong affinity between the bank and its customers”,
118(48.8%) agreed. 7(3%) are undecided while 15(6%) disagreed and 32(13.2%)

strongly disagreed.
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RESEARCH QUESTION THREE: To what extent does point of sales services

affect customer loyalty?

Table 4.5: Showing POS Question from number 13-16

S/N STATEMENTS SA A U D SD
5 4 3 2 1

13 | POS enables customers make 173 35 4 16 14
payments for goods and services 0 o 0 o o
with the use of their debit/credit | (/- | (14:3%6) | (2%) 1 (6.6%) | (5.8%)
cards

14 | Customers develop good 93 105 13 16 25
experience when they can 0 o 0 o 0
conveniently transact with their (38.4%) | (43.4%) | (5-4%) | (6.6%) | (10.3%)
cards through a POS terminal.

15 | Business owners are satisfied 106 69 19 21 27
with the use of POS as a means 0 o 0 o 0
of collection of their sales (43.8%) | (28.5%) | (7.9%) | (8.7%) | (11.2%)
proceeds from their customers.

16 | POS eliminates the risk of 81 94 13 32 22
carrying cash by - customers | 33 5o, | (3¢ gory | (5.4%) | (13.2%) | (9%)

either for payment for goods
and services or for lodgement of
sales proceeds.

Source: Field survey (2016)

From table 4.5 above, 172(71.5%) of the total respondents strongly agreed to

the assertion that inquire thus: “POS enables customers make payments for goods

and services with the use of their debit/credit cards”, 35(14.5%) agreed. 4(2%) is

undecided while 16(6.6%) disagreed and 14(5.8%) strongly disagreed to the first

question. For the second question, 93(38.4%) of the total respondents strongly agreed

to the assertion that inquire thus: “Customers develop good experience when they can

conveniently transact with their cards through a POS terminal”, 104(43.4%) agreed.

13(5.4%) 1s undecided while 16(6.6%) disagreed and 25(10.3%) strongly disagreed.

For the third question, 106(43.8%) of the total respondents strongly agreed to the
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assertion that inquire thus: “Business owners are satisfied with the use of POS as a

means of collection of their sales proceeds from their customers”, 69(28.5%) agreed.

19(7.9%) are undecided while 21(8.7%) disagreed and 27(11.2%) strongly disagreed.

For the fourth question, 81(35.5%) of the total respondents strongly agreed to the

assertion that inquire thus: “POS eliminates the risk of carrying cash by customers

either for payment for goods and services or for lodgement of sales proceeds”,

94(38.8%) agreed. 13(5.4%) are undecided while 32(13.2%) disagreed and 22(9%)

strongly disagreed.

RESEARCH QUESTION FOUR: What is the effect of mobile banking on customer

loyalty?
Table 4.6: Showing Mobile Banking Question from number 17-20
S/N STATEMENTS SA A U D SD
5 4 3 2 1

17 | Mobile banking channel has 79 105 14 27 17
become a key element in the bid to o o o o o
earn customer loyalty (32.6%) | (43.4%) | (5.8%) | (11.2%) | (7%)

18 | Mobile banking is one of the most 87 87 12 37 19
convenient banking service delivery 0 o o o 0
platforms and gives the customer (36%) (36%) (5%) (15.3%) | (7.9%)
good banking experience.

19 | Customers are satisfied when they 110 100 2 13 17
make electronic bill payments, buy o 0 0 0 o
airtime and make fund transfers (45.5%) | (41.3%) | (0.83%) | (5.4%) (7%)
through mobile banking

20 | Mobile banking is a very 79 89 23 22 29
convenient service delivery channel (32.6%) (37%) (9.5%) ©.1%) | (12%)

as it provides the customer with on-
the-go banking services on 24/7
basis and helps in meeting
customers’ service expectations.

Source: Field survey (2016)
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From table 4.6 above, 79(32.6%) of the total respondents strongly agreed to
the assertion that inquire thus: “Mobile banking channel has become a key element in
the bid to earn customer loyalty”, 105(43.4%) agreed. 14(5.8%) is undecided while
27(11.2%) disagreed and 17(7%) strongly disagreed to the first question. For the
second question, 87(36%) of the total respondents strongly agreed to the assertion
that inquire thus: “Mobile banking is one of the most convenient banking service
delivery platforms and gives the customer good banking experience”, 87(36%)
agreed. 12(5%) is undecided while 37(15.3%) disagreed and 19(7.9%) strongly
disagreed. For the third question, 110(45.5%) of the total respondents strongly agreed
to the assertion that inquire thus: “Customers are satisfied when they make electronic
bill payments, buy airtime and make fund transfers through mobile banking”,
100(41.3%) agreed. 2(0.83%) are undecided while 13(5.4%) disagreed and 17(7%)
strongly disagreed. For the fourth question, 79(32.6%) of the total respondents
strongly agreed to the assertion that inquire thus: “Mobile banking is a very
convenient service delivery channel as it provides the customer with on-the-go
banking services on 24/7 basis and helps in meeting customers’ service
expectations”, 89(37%) agreed. 23(9.5%) are undecided while 22(9.1%) disagreed

and 29(12%) strongly disagreed.
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Customer Loyalty

Table 4.7: Showing Customer Loyalty Question from number 21-24

S/N STATEMENTS SA A U D SD
5 4 3 2 1

21 | The dormancy or inactive accounts 108 123 0 8 3
level of my bank is low. (44.6%) | (50.8%) | (0%) | (3.3%) | (1.2%)

22 | The product per customer level of 50 170 0 9 13
my bank is within industry average. | (20.6%) | (70.2%) | (0%) (3.7%) | (5.4%)

23 | My customers give referrals to their 98 99 3 10 32
friends, business associates and o o o o o
relations to choose my bank. (40.5%) | (40.9%) | (1.2%) | (4.1%) | (13.2%)

24 | My customers are willing to give 79 118 2 27 16
feedback to my bank on how they | 3 g0 | 43 804y | (0.83%) | (11.1%) | (6.6%)
can improve their services.

Source: Field Survey (2016)

From table 4.7 above, 108(44.6%) of the total respondents strongly agreed to
the assertion that inquire thus: “The dormancy or inactive accounts level of my bank
is low”, 123(50.8%) agreed. 0(0%) is undecided while 8(3.3%) disagreed and
3(1.2%) strongly disagreed to the first question. For the second question, 50(20.6%)
of the total respondents strongly agreed to the assertion that inquire thus: “The
product per customer level of my bank is within industry average”, 170(70.2%)
agreed. 0(0%) is undecided while 9(3.7%) disagreed and 13(5.4%) strongly
disagreed. For the third question, 98(40.5%) of the total respondents strongly agreed
to the assertion that inquire thus: “My customers give referrals to their friends,
business associates and relations to choose my bank”, 99(40.9%) agreed. 3(1.2%) are
undecided while 10(4.1%) disagreed and 32(13.2%) strongly disagreed. For the

fourth question, 79(32.6%) of the total respondents strongly agreed to the assertion
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that inquire thus: “My customers are willing to give feedback to my bank on how

they can improve their services”, 118(48.8%) agreed. 2(0.83%) are undecided while

27(11.1%) disagreed and 16(6.6%) strongly disagreed.

Model Summary
Adjusted R
Model R R Square Square Std. Error of the Estimate
1 .961° 923 921 2533

a. Predictors: (Constant), mobile banking , point of sales services , online banking
services , automated teller machine

Table 4.8 reveals the extent to which alternative delivery channels of bank services

accounted for change in customer loyalty as indicated by the adjusted R square, which

shows that 929%(0.921) of the change in customer loyalty is brought about by

alternative delivery channels of bank services.

Table 4.9 Fitness of the Model

ANOVA®
Sum of
Model Squares Df Mean Square F Sig.
1 Regression 181.452 4 45.363[ 706.889 .000°
Residual 15.209 237 .064
Total 196.661 241

a. Dependent Variable: Customer Loyalty
b. Predictors: (Constant), mobile banking , point of sales services , online banking
services , automated teller machine

The F-ratio in table 4.9 tests whether the overall regression model is a good fit

for the data. The table exhibited that alternative delivery channels of bank services

significantly predict customer loyalty, F(4, 237) =706.889, p< .0005 .This implies

that the regression model is a good fit of the data.
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Table 4.10:

Regression Analysis of alternative delivery channels of bank services and

customer loyalty

Coefficients”
Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta T Sig.

1 (Constant) -1.268 395 -3.208 .002
ggﬁzt:d teller 409 046 391|  8.861 000
online banking services .087 .041 .078 2.117 .035
point of sales services 249 .044 245 5.716 .000
mobile banking 317 .040 302 7.950 .000

a. Dependent Variable: Customer Loyalty

Table 4.10 indicated the regression analysis result for alternative delivery
channels of bank services and customer loyalty. The table reported that automated
teller machine which is the first variable has positive effect on customer loyalty (B =
391, P<0.01). Online banking which is the second variable has positive effect on
customer loyalty (B = .078, P<0.01). Similarly it was revealed that point of sales
which is the third variable has positive effect on customer loyalty (3 = .245, P<0.01).
It also showed that mobile banking which is the last variable has positive effect on

customer loyalty (3 =.302, P<0.01).

The general equation to predict CL= o¢y+0<; ATM +0¢,0B +0¢3 POS +2¢,MP

CL=-1.268+ (0.409xATM) + (0.087xOB) + (0.249xPOS) + (0.317xMP)
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4.4  Test of Hypotheses

Four hypotheses formulated in the chapter one of this study are tested below
using the results obtained from the multiple regression analysis (Statistical Package
for Social Sciences version 23). The hypothesis will be tested using the decision rule
as stated below:
Decision Rule: Reject null hypothesis (HO) if p-value is less than 0.05 (5%) and if
not, do not reject the null hypothesis.
Test of Hypothesis One: There is no significant relationship between ATM services
and customer loyalty.

From table 4.10 the P-value of Automated Teller Machine for the primary
data, the sig. value is 0.000. The value is lesser than the set value of 0.05 used as
level of significance. Thus, the rejection of the null hypothesis (HO) which states that
there is no significant relationship between ATM services and customer loyalty, the
alternate hypothesis (H1) is therefore accepted which states that there is a significant
relationship between ATM services and customer loyalty.

Test of Hypothesis Two: There is no significant relationship between online
banking services and customer loyalty.

The P-value of online banking and customer loyalty from table 4.10 is for the
primary data, the significant value is 0.035; this value is lesser than the set value of
0.05, which indicates a significant relationship between online banking and customer

loyalty. Therefore, the null hypothesis is rejected (HO) which states that there is no
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significant relationship between online banking services and customer loyalty and
accept the alternate (Hi).

Test of Hypothesis Three: There is no significant relationship between point of sale
and customer loyalty.

From table 4.10 the P-value of point of sales for the primary data, the significant
value is 0.000. Accordingly, the value is lesser than the set value of 0.05, and this
showed that POS is significant. Therefore, the null hypothesis was rejected (HO)
which states that there is no significant relationship between POS services and
customer loyalty and accept the alternate (Hi) which states that there is a significant
relationship between POS services and customer loyalty.

Test of Hypothesis Four: There is no significant relationship between Mobile
Banking and Customer Loyalty

From table 4.10, the P-value of mobile payment is0.000 for the primary data. When
compared against the level of significance, it is lesser than 0.05 set value. This
showed a significant relationship between mobile banking and customer loyalty. This
therefore leads to the rejection of the null hypothesis (HO) which states that there is
no significant relationship between mobile banking and customer loyalty and the
acceptance of the alternate hypothesis (Hi) which states that there is a significant

relationship between mobile banking and customer loyalty.
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4.5 Discussion of Results

Here the researcher discussed the findings based on the regression analysis for
both the primary and secondary data used in this study and support from the review
of related literature. Table 4.8 reveals that 92%of the change in customer loyalty is
brought about by alternative delivery channels of bank services. The F-ratio in table
4.9 exhibited that alternative delivery channels of bank services significantly predict
customer loyalty, F(4, 237) = 706.889, p< .0005 .This implies that the regression

model is a good fit of the data.

4.5.1 Automated Teller Machine (ATM) and Customer Loyalty

The empirical findings from the descriptive statistics on table 4.3 displayed
that majority of the respondents overwhelmingly responded positively to the various
indicators in relationship to automated teller machine and customer loyalty. The
result from the multiple regression analysis showed that ATM exhibited the highest
positive effect on customer loyalty (B =0 .391, P > 0.05). Table 4.10 results revealed
that there is a significant positive relationship between automated teller machine and
customer loyalty at significant value of (0.000<0.05).This finding is consistent with
the findings of Brownlie (1989) when he asserted that some consumers have positive
attitudes towards ATMs based on dominant perceptions of convenience/
accessibility/ease of use. The implication of this finding is that the more customers
are able to access ATM 24/7 at their own convenience and time, the more they
remain loyal to the bank, otherwise they will switch to other banks that will offer

them this same service in a better way.
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4.5.2 Online Banking and Customer Loyalty

The empirical findings from the descriptive statistics on table 4.4 displayed
that majority of the respondents overwhelmingly responded positively to the various
indicators in relationship to online banking and customer loyalty. The result from the
regression analysis showed that online banking exhibited the least positive effect on
customer loyalty (B=0.078, P>0.05).Table 4.10 results revealed that there is a
significant positive relationship between online banking and customer loyalty at
significant value of (0.035<0.05). This is consistent with the finding of Jomes et al,
(2003) when they concluded in their study that the use of internet or online services
has improved the pattern or changed the way consumers purchase goods and services
in Nigeria. They went further to state that the internet is now a platform that most
online shop explores in order to beat competitors in a fierce competitive
environment. The implication of this finding is that online platform enables the
customer to carry out banking transactions outside the banking hall at their own
comfort which gives them a variety of option to explore customers experience and

satisfaction.

4.5.3 Point of Sales (POS) and Customer Loyalty

The empirical findings from the descriptive statistics on table 4.5 displayed
that majority of the respondents overwhelmingly responded positively to the various
indicators in relationship to point of sales and customer loyalty. The result from the

regression analysis showed that POS exhibited a positive effect on customer loyalty
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(B = 0 .245, P>0.05).Table 4.10 results revealed that there is a statistical significant
positive relationship between point of sales and customer loyalty at significant value
of (0.000<0.05). This is consistent with the finding of Lucas (2002) in his literature
review which he concluded that time and convenience are among the most important
factors bank managers should consider when selecting and implementing checkout
processes for their retail outlets which POS offer to customers.

4.5.4 Mobile Banking and Customer Loyalty

The empirical findings from the descriptive statistics on table 4.6 displayed that
majority of the respondents overwhelmingly responded positively to the various indicators
in relationship to mobile banking and customer loyalty. The result from the regression
analysis showed that mobile banking exhibited a positive effect on customer loyalty ( =
0.302, P>0.05).Table 4.10 results revealed that there is a significant positive relationship
between mobile banking and customer loyalty at significant value of (0.000<0.05).This is
consistent with the finding of Mahdi and Mehrdad (2010) in their study when they used chi-
square to determine the impact of mobile banking in Iran and their findings from the
viewpoints of customers is that, mobile banking caused higher advantages to Iranians. In
other words, Iran banks provide services that the customers are deriving satisfaction with
particular reference to the use of mobile banking. In a similar study, Jayawardhena and
Foley (2000) explore mobile banking as a new delivery channel arguing that mobile banking
may help to overcome the inherent disadvantages of traditional banks and it is very clear that

if mobile banking is conducted successfully it leads to big volume of transactions.

76



CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
51 Summary

This study examined the effect of alternative service channels on customer
loyalty in the Nigerian banking industry. Alternative service channels were
operationalized into automated teller machine (ATM), online banking, point of sales
(POS) and mobile banking, while customer loyalty was operationalized using
customer deposit from the CBN statistical bulletin. The study adopted a cross-
sectional survey research design and a sample size of 242 was determined using the
Taro Yamen’s formula. The study also used a stratified sampling technique. The
study made use of correlation and regression analytical tool and hypotheses were
tested at 0.05 level of significance. The study used both primary data gather from
field survey and secondary data gather from CBN statistical bulletin Vol. 25 (2015).
The findings of this study are hereby summarized thus: That;

There is a significant positive relationship between automated teller machine
(ATM) and customer loyalty. The ATM is an electronic computerized
telecommunications device that allows financial institutions customers to directly use
a secure method of communication to access their bank accounts. ATM is a self-
service banking terminal that accepts deposits and dispenses cash. Most ATM’s also
let users carry out other banking transactions for instance check balance. The idea for
an ATM originally was to simply reduce the workload of a bank teller. The ATM

helps in reducing banks overheads as wages would be decreased.
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There is a significant positive relationship between online banking and
customer loyalty. An online service is any information and services provided over the
Internet. These services not only allow subscribers to communicate with each other,
but they also provide unlimited access to information. Online banking service or
internet banking is therefore an internet based platform provided by banks for easy
interaction and rendering of services between the bank and its customers.

A basic online service may help subscribers gain needed data through a search
engine, while a complex one might be an online mortgage application from a bank.
Online services may be free or paid. Online services provide an infrastructure in
which subscribers can communicate with one another, either by exchanging e-mail
messages or by participating in online forum. Online services if not done properly
may cause customer disloyalty, hence the importance of delivering efficient, effective
and quality services with remarks and excellent customer experience.

There is a significant positive relationship between point of sales (POS) and
customer loyalty. The point of sale is the time and place where a retail transaction is
completed. It is the point at which a customer makes a payment to the merchant in
exchange for goods or after provision of a service. At the point of sale, the merchant
would prepare an invoice for the customer which may be a cash register printout or
otherwise calculate the amount owed by the customer and provide options for the
customer to make payment. After receiving payment, the merchant will also normally
issue a receipt for the transaction. Usually the receipt is printed, but it is increasingly

being dispensed electronically.
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There is a significant positive relationship between mobile banking and
customer loyalty. Mobile banking is the use of a smartphone or other cellular device
to perform online banking tasks while away from your home computer, such as
monitoring account balances, transferring funds between accounts, bill payment and
locating an ATM. Mobile banking is a service provided by a bank or other financial
institution that allows its customers to conduct a range of financial transactions
remotely using a mobile device such as a mobile phone or tablet, and using software,
usually called an app, provided by the financial institution for the purpose. Mobile
banking is usually available on a 24-hour basis. Some financial institutions have
restrictions on which accounts may be accessed through mobile banking, as well as a

limit on the amount that can be transacted.

5.2 Conclusions

Based on the findings of this study, the researcher thereby made the following
conclusion;

Some customers have positive attitudes towards ADCs like ATMs based on
dominant perceptions of convenience, accessibility, ease of use. The longer a
customer stays with a bank the more utility the customer generates.

Online customers bring a whole new set of customer service expectations that
never existed with brick-and-mortar stores; customer expects easy way of buying and
a fast delivery system. Therefore, good customer service via online banking platform

will equals good customer retention, hence, banks uses this medium to gain
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competitive edge by ensuing that their online platforms are accessible and
comprehensible.

The demand for POS technology is currently high, therefore, bankstap into
this opportunity by making POS available at all time, so as to reduce queue time in
the bank and give customers convenience and control. With a CRM-friendly POS
system, businesses can easily collect and keep track of customer preferences and
buying histories and transmit them to CRM systems in real time. Not only does this
information help businesses better target marketing campaigns and upsell at the point
of sale, but it also let them cater offerings to individuals or groups of customers to
improve the customer experience.

Mobile banking is a new delivery channel, that help to overcome the inherent
disadvantages of traditional banks and it is very clear that if mobile banking is

conducted successfully it leads to big volume of transactions.

5.3 Recommendations

The following recommendations are suggested by the researcher based on the
findings and conclusions of this study;

Banks should improve the uptime level of these platforms to sustain customer
confidence on their use. Also, the channel applications should be made more user
friendly. In the same vein, effective co-operation among banks has to be developed.
The value of internet banking is increased by linking one activity with other both

within and outside suppliers, channels and customers.
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Furthermore, banks should collaborate with internet service providers because
it will enable banks to better control quality of service as well as enhance user’s
accessibility.

In addition, a high quality internet infrastructure should be provided since it is
one of the primary requirements for internet usage. Hence, banks should invest
heavily in getting the required technological facilities so as to be able to satisfy their
customers. With automated teller machines (ATM) networks already in place in most
of the urban areas, the drive is now should be focused towards the rural arcas where
the use of automated teller machines is still uncommon. Finally, support from the
government and industry regulator should be effective to increase the growth of

online/internet banking.

5.4  Contribution to Knowledge

1. This study has established an enhanced model of alternative service delivery
channels of banking services through automated teller machine, online
banking service, point of sales service, mobile banking service and their effect
on customer loyalty in the banking industry in Asaba, Delta State.

ii. The study has established that if alternative delivery channels of bank services
are not done properly it may cause customer disloyalty, hence the importance
of delivering efficient, effective and quality services with remarks and

excellent customer experience is the bedrock.
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iii. The study has established that when banks invest heavily in getting the
required technological facilities, it enables them to satisfy their customers.

1v. The study has established that mobile banking is one of the most convenient
banking service delivery platforms that give customers good banking

experience.

5.5 Suggestion for Further Studies

This study suggested that future researchers should examine the effect of
alternative service delivery on customer loyalty using other sectors of the economy
other than the banking sector (e.g. Telecommunications, Airlines, Eatery, and Retail
Outlets).

In addition, future researchers should carry out their study using other research
design e.g. longitudinal survey research design, other than the cross sectional survey
research design used in this study.

Furthermore, future researchers should also increase the sample size of their
study as the sample size of 242 used in this study could be term few.

Finally, future researcher should also carry out their study using other

statistical analytical techniques other than the ones used in this study.
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APPENDIX 1
Department of Marketing,
Faculty of Management Sciences,
Delta state University,

Asaba campus.

August , 2016.

Dear Respondent,

REQUEST FOR THE COMPLETION OF STRUCTURED QUESTIONNAIRE

I am a postgraduate student of the above named institution. I am conducting a
research on alternative service delivery channels and customer loyalty in some
selected banks in Asaba. The questionnaire is designed to elicit your opinion on how
alternative service delivery channels affect customer loyalty.

It shall be appreciated if you will kindly respond objectively to the sets of
questions contained in the structured questionnaire. This exercise is strictly academic
and your views will be treated with confidence.

Thanks for your time and assistance on this research.

Dr. A.P. Olannye Ndugbe Emeka
Supervisor Researcher
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QUESTIONNAIRE
Answer the questions in the space provided below
1. Gender: Male[ ]Female[ ]
2. Age:Below30[ ]31-40[ Jabove40[ ]
3. Education: OND/NCE [ ]HND/B.Sc.[ ]Master[ ]Others[ ]
4. Marital status: Single [ ] Married[ ] Other[ ]
5. Years of banking electronically with the bank: 1-Syear [ ] 6-10years [ ] 10years above [ ]
Please respond to these questions using the scale and tick [ ] only one for each question.
1 = strongly disagree, 2 = disagree, 3 = undecided, 4 = agree, 5= strongly agree.

1. What is the impact of automated teller machine on customer loyalty?

S/N | INFLUENCE FACTORS SA | A U D SD
5 4 3 2 1
5. I develop positive experience and loyalty towards a
bank based on convenience and accessibility of my
bank ATMs.
6. I am satisfied when I can perform my banking services
during off banking hours with the use of the ATM.
7. I consider such factors as availability of functional
ATM services in my choice of a bank
8 The availability of functional ATM services to achieve
convenience banking is a good product to win and
retain me.

2. What is the effect of online banking services on customer loyalty?

S/N | INFLUENCE FACTORS SA | A U D SD
5 4 3 2

9 I am satisfied when I am able to perform my banking
transactions from the comfort of my home and office
through the online banking platform.

10 | I develop a strong liking for a bank that enables me
interact and relate with the bank through their online
platform.

11 Non availability of functional online banking service
can make me reduce patronage to the bank.

12 Online banking provides convenience and round the
clock banking services to me; thereby creating strong
affinity between the bank and myself.
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3. To what extent does point of sales services affect customer loyalty?

S/N | INFLUENCE FACTORS SA | A U D SD
5 4 3 2 1
13 POS enables me make payments for goods and services
with the use of my debit/credit cards
14 | I develop good experience when I can conveniently
transact with my card through a POS terminal.
15 Business owners are satisfied with the use of POS as a
means of collection of their sales proceeds from their
customers.
16 POS eliminates the risk of my carrying cash either for
payment for goods and services or for lodgement of
sales proceeds.
4. What is the effect of mobile banking on customer loyalty?
S/N | INFLUENCE FACTORS SA |A U D SD
5 4 3 2 1
17 | Mobile banking channel has become a key element in
the bid to earn my loyalty
18 | Mobile banking is one of the most convenient
banking service delivery platforms and gives me
good banking experience.
19 | I am satisfied when I make electronic bill payments,
buy airtime and make fund transfers through mobile
banking
20 | Mobile banking is a very convenient service delivery
channel as it provides me with on-the-go banking
services on 24/7 basis and helps in meeting my
service expectations.
Customer Loyalty
S/N | INFLUENCE FACTORS SA | A U D SD
4 3 2 1
21 | The dormancy or inactive accounts level of my bank is
low.
22 | The product per customer level of my bank is within
industry average.
23 | My customers give referrals to their friends, business
associates and relations to choose my bank.
24 | My customers are willing to give feedback to my bank
on how they can improve their services
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GET DATA /TYPE=XLSX

APPENDIX

/FILE='C:\Users\HP\Documents\ndugbe data.xlIsx'

/SHEET=name 'Sheet1'
/CELLRANGE=full
/READNAMES=0n

/ASSUMEDSTRWIDTH=32767.

EXECUTE.

DATASET NAME DataSet] WINDOW=FRONT.

REGRESSION
/MISSING LISTWISE

/STATISTICS COEFF OUTS R ANOVA
/CRITERIA=PIN(.05) POUT(.10)

/NOORIGIN

/DEPENDENT CustomerLoyalty
/METHOD=ENTER automatedtellermachine onlinebankingservices pointofsalesservices mobilebanking.

Regression
Notes
Output Created 24-APR-2017 23:48:53
Comments
Input Active Dataset DataSetl
Filter <none>
Weight <none>
Split File <none>
N of Rows in Working
Data File 242
Missing Value Handling Definition of Missing User-defined missing values are
treated as missing.
Cases Used Statistics are based on cases with no
missing values for any variable used.
Syntax REGRESSION
/MISSING LISTWISE
/STATISTICS COEFF OUTS R
ANOVA
/CRITERIA=PIN(.05) POUT(.10)
/NOORIGIN
/DEPENDENT CustomerLoyalty
/METHOD=ENTER
automatedtellermachine
onlinebankingservices
pointofsalesservices mobilebanking.
Resources Processor Time 00:00:00.05
Elapsed Time 00:00:00.11
Memory Required 2692 bytes
Additional Memory
Required for Residual 0 bytes
Plots
[DataSetl |
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Variables Entered/Removed®

Mode Variables
1 Variables Entered Removed Method
1 mobile banking , point of sales
services , online banking
. .| Enter
services , automated teller

machine”
a. Dependent Variable: Customer Loyalty
b. All requested variables entered.

Model Summary
Mode Adjusted R | Std. Error of
1 R R Square Square the Estimate
1 961° 923 921 2533
a. Predictors: (Constant), mobile banking , point of sales
services , online banking services , automated teller
machine
ANOVA®
Sum of Mean

Model Squares Df Square F Sig.
1 Regression 181.452 4 45.363 | 706.889 .000°

Residual 15.209 237 .064

Total 196.661 241

a. Dependent Variable: Customer Loyalty
b. Predictors: (Constant), mobile banking , point of sales services , online
banking services , automated teller machine

Coefficients”
Unstandardized Standardized
Coefficients Coefficients

Model B Std. Error Beta T Sig.

1 (Constant) -1.268 395 -3.208 .002
automated teller 409 046 391 8861 000
machine
online banking 087 041 078 2117|035
services
point of sales services 249 .044 245 5.716 .000
mobile banking 317 .040 302 7.950 .000

a. Dependent Variable: Customer Loyalty
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RELIABILITY

/VARIABLES=convenienceandaccessibility perform availability functional ATM

onlinebankingplatform

interactandrelate Nonavailability roundtheclock debitcreditcards POSterminal meansofcollection
eliminatestherisk channel deliveryplatforms electronicbillpayments onthegobankingservices
inactiveaccounts productpercustomer referrals feedback

/SCALE('ALL VARIABLES') ALL

/MODEL=ALPHA

/STATISTICS=DESCRIPTIVE SCALE

/SUMMARY=MEANS.

Reliability
Notes
Output Created 24-APR-2017 23:52:52
Comments
Input Active Dataset DataSetl
Filter <none>
Weight <none>
Split File <none>
N of Rows in Working
Data File 242
Matrix Input
Missing Value Definition of Missing User-defined missing values are treated as
Handling missing.
Cases Used Statistics are based on all cases with valid
data for all variables in the procedure.
Syntax RELIABILITY
/VARIABLES=convenienceandaccessibility
perform availability functional ATM
onlinebankingplatform
interactandrelate Nonavailability
roundtheclock debitcreditcards POSterminal
meansofcollection
eliminatestherisk channel
deliveryplatforms electronicbillpayments
onthegobankingservices
inactiveaccounts productpercustomer
referrals feedback
/SCALE('ALL VARIABLES') ALL
/MODEL=ALPHA
/STATISTICS=DESCRIPTIVE SCALE
/SUMMARY=MEANS.
Resources Processor Time 00:00:00.03
Elapsed Time 00:00:00.03
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Scale: ALL VARIABLES

Case Processing Summary

N %
Cases Valid 242 100.0
aExcluded 0
Total 242 100.0

a. Listwise deletion based on all

variables in the procedure.

Reliability Statistics

Cronbach's Alpha
Cronbach's Based on
Alpha Standardized Items N of Items
.836 .836 20

Item Statistics

Mean Std. Deviation
convenience and accessibility 4.756 4303 242
perform 4.719 4504 242
availability 4.860 3823 242
functional ATM 4.789 4087 242
online banking platform 4.756 4303 242
interact and relate 4.731 4441 242
Non availability 4.876 3545 242
round the clock 4.802 4098 242
debit/credit cards 4.760 4278 242
POS terminal 4.731 4441 242
means of collection 4.847 .3936 242
eliminates the risk 4.789 4087 242
channel 4.756 4303 242
delivery platforms 4.727 4463 242
electronic bill payments 4.860 3713 242
on-the-go banking services 4.789 4087 242
inactive accounts 4.736 4420 242
product per customer 4.715 4524 242
referrals 4.843 3973 242
feedback 4.756 4398 242
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Summary Item Statistics

Minimu | Maximu Maximum / | Varianc N of
Mean m m Range | Minimum e Items
ltem 4780 4715| 4876|  .161 1.034|  .003 20
Means
Scale Statistics
Std. N of
Mean |Variance| Deviation Items
95.599| 17.088 4.1337 20
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