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ABSTRACT 

 

The study was on assessment of E-banking and its challenges in Tanzania, the case 

of Ilala National Microfinance Bank in Dar es Salaam Region. The study 

investigated the types of the services provided by e-banking in NMB, the customer’s 

perceptions in receiving the services from e-banking in NMB, the challenges facing 

customers in receiving services e-banking in NMB and investigates strategies to 

improve e-banking in NMB. The findings involved (43%) were Female and (57%) 

were Men. Data collection methods were questionnaires and interview questions.  

 

Results revealed the type of the services provided by e-banking in National 

Microfinance Bank such as ATM services, SMS banking, Internet banking, home 

banking, internet banking payment card, an electronic wallet and a self-service zone. 

It was also revealed that (88%) were satisfied with e-banking system while (12%) 

were not. The study indicated that (90%) of respondents were very comfortable with 

the use of E-banking products and (10%) were not. It was noted that E-banking 

products saves a lot of time and convenient. It was also revealed that the network 

could easily break down resulting in incomplete transaction, limit on amount of cash 

withdrawn, wrong debits being made and increase in bank charges for the use of the 

E-banking products are among the challenges facing Customers on using e-banking. 

Customers proposed ways to address some of these challenges such as education and 

marketing of E-banking products, more ATM outlets, regular maintenance of ATM 

facilities, improve on network connections, reduce E-banking charges, increase 

security features on E-banking products and introduce prompt transaction data onto 

phones.  

 

It was concluded that customers of Microfinance Bank patronize E-banking products 

such as ATM. They derive certain benefits from the use of these products 

predominantly time saving, easy access to cash and convenient in the use of the 

products. It was recommended that education and marketing of E-banking products 

should be encouraged in the bank to attract more customers. 
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CHAPTER ONE 

 

INTRODUCTION AND BACKGROUND TO THE PROBLEM 

 

1.1 Introduction 

Chapter one presented the background information of the study, problem statement, 

research objectives, research questions, study significance as well as limitations to 

the study and research methodology of the study. 

 

1.2 Background Information 

One of the most recent channels of distribution used in the financial services 

organizations is electronic banking; this method was established in the mid 1990s, 

thereafter steadily becoming more important (Jamal, 2004). The term electronic 

banking refers to "the provision of information or services by a bank to its customers, 

via a computer or television (Allen et al, 2001). Electronic banking (e-banking) 

refers to several types of services through which banks’ customers can request 

information and carry out most retail banking services via the internet, television or 

mobile phones. E-banking provides customers with the opportunity to gain access to 

their accounts and execute transactions or to buy product online via the internet 

(Jamal, 2004). Tanzania is among the Country which adopted E-banking system. 

Public awareness of e-banking among users in Tanzania has been increased and thus 

people are ready to migrate to technology applications. The benefits of e-banking are 

many, both for the customers and for the banks. 

 

In a competitive marketplace where businesses compete for customers, customer 

satisfaction is seen as a key differentiator and increasingly has become a key element 

of business strategy (Gitman, et al, 2005). To understand the economic problems and 

choices facing Banks, it is useful to regard them as firms, and apply the general 

principles of microeconomics which shape the environments of all firms (Tolga, et 

al, 2006). However, Banks are firms of a specialized type not simply in terms of the 

services they provide, but in terms of how and by whom those services are provided 

(Joby, 2003). Customer satisfaction from E-banking is a challenge facing many 



 

2 

customers today (Sohail, 2003). Studies have shown that many international internet 

users demonstrate similar behaviors and preferences across nations (Miyazaki and 

Krishnamurthy 2002; (Masukujjaman, 2010). Other researchers have studied the 

internet in the context of traditional cultures, and yet delimited by national borders 

(Park and Jun, 2003). Some studies have examined the issues on the evolution of e-

banking (Sohail and Shanmugham, 2003) and investigated the success factors in 

various e-delivery channels in banking scenario (Ong and Cheng, 2003). Some have 

investigated customer preferences of e-banking (Suganthi et al., 2001; Sohail and 

Shanmugham, 2003). E-Banking gives banks the opportunity to significantly expand 

their customer relationships provided they position themselves effectively. To 

leverage these opportunities, they must form structured alliances with service 

affiliates, and acquire competitive advantage in collecting, processing and deploying 

customer information. National Microfinance Bank (NMB) in Tanzania is among the 

Commercial Bank in Tanzania which utilized E-banking. However, the 

implementation of E-banking in NMB (T) LTD is a challenge. 

 

In 1997, the National Microfinance Bank Limited Incorporation Act established the 

NMB (National Microfinance Bank Annual Report, 2006). In 2005, The Government 

of the United Republic of Tanzania started the privatization process and sold part of 

its shareholding (49%) to a consortium led by the Coöperatieve Centrale Raiffeisen-

Boerenleenbank B.A. ('Rabobank Group') (National Microfinance Bank Annual 

Report, 2007). In 2008, the Government reduced its share to 30% through the sale of 

shares to the general public in an IPO (16%) and to the NMB (T) LTD staff (5%). 

NMB became listed on the Dar es Salaam Stock Exchange on 6th November, 2008 

(National Microfinance Bank Annual Report, 2009). NMB (T) LTD is the largest 

bank in Tanzania, both when ranked by customer base and branch network. With 

over 143 branches we are located in more than 80% of Tanzania's districts (National 

Microfinance Bank Annual Report, 2011). This broad branch network distinguishes 

NMB (T) LTD from other financial institutions in Tanzania. NMB are committed to 

sustaining and enhancing our branch network in order to provide access to capital to 

citizens in all areas of Tanzania, including the most remote. Through innovative 

distribution, and its extensive branch network, NMB (T) LTD offers affordable, 
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customer focused, financial services to the Tanzanian community, in order to realize 

sustainable benefits for all its stakeholders using E-banking system. 

 

E-baking system in NMB (T) LTD helps to attract more customers because offers 

Tanzanians to access money directly to their accounts at any place and at home. 

Internet banking offers stress-free banking services, with clients transacting at their 

own time. However, a part from good plans that the NMB has, the Customer’s 

complains on E- banking system are increases. These complains from the Customers 

indicates that there are not satisfied with the services through e-banking from NMB. 

Customers dissatisfaction causes them to discontinue using NMB (T) LTD and will 

affect the performance of the Bank. To my knowledge, no study have been done to 

assess the e-bank regarding NMB (T) LTD. From this background, this study is built. 

Therefore, this study aimed to assess the E-banking and its challenges in Tanzanian 

Banks, the case of Ilala NMB (T) LTD 

 

1.3 Statement of the Problem 

Increased competition, changing business environments, globalization and the 

advancement of Information and Communications Technology are the important 

factors that have forced Banking and Financial services to change. Demand for 

financial services is changing rapidly and customer behavior regarding these services 

is also adapting rapidly. Therefore, with the passing of the traditional banking sector 

to electronic banking, new strategies have become necessary in order to attract and 

retain existing customers. The Tanzanian banks such as NMB have also been 

adopted e-banking. In fact, this is not possible without creating sufficient 

infrastructure or presence of sufficient number of users. However, E-banking in 

NMB poses some different risks as compared to the traditional banking. These risks 

have lead to different complaints from customers. Customer’s dissatisfaction may 

cause them to run away to other banks and will cause the bank to get profits. 

Customers to quite to other banks may give bad reputation of NMB. Therefore, there 

is a need to assess e-banking and its challenges in Tanzania. 
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1.3  Research Objectives 

 

1.3.1 General Research Objective 

To assess E-banking and its challenges in Tanzania, the case of Ilala Microfinance 

bank in Dar es Salaam region. 

 

1.3.2 Specific Research Objectives 

(i.) To investigate the types of the services provided by e-banking in 

NMB 

(ii.) To investigate the customer’s perceptions in receiving the services 

from e-banking in NMB  

(iii.) To assess the challenges facing customers in receiving services e-

banking in NMB 

(iv.) To investigate strategies to improve e-banking in NMB  

 

1.4 Research Questions 

(i.) What are the types of the services provided by e-banking in NMB? 

(ii.) What are the customer’s perceptions in receiving the services from e-

banking in NMB?  

(iii.) What are the challenges facing customers in receiving services e-

banking in NMB? 

(iv.) What are strategies to improve e-banking in NMB? 

 

1.5  Significance of the Study 

The findings of this study may serve as provoking resource that can inspire other 

researchers’ curiosity to conduct research in deep in other areas related to E-Banking. 

The results are expected to contribute to the implementation of policies and 

structures that will facilitate financial institutions in playing their role on E-Banking. 

Additionally, the finding of this research was expected to contribute the useful 

information for policy and decision makers in their efforts of improving financial 

institutions in their operations in E-Banking in Tanzania and the society as a whole. 
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Owing to the socio – economic role of E-Banking, the study findings were expected 

to contribute in adding knowledge regarding on E-Banking.  It was therefore 

expected to help both practitioners such as commercial banks; Non Governmental 

Organizations (NGO), Universities and policy makers to create a good environment 

that would enable effective on E-Banking. The research was expected to provide 

benefits to the researcher in respect of award of master degree and the community at 

large. This research contains recommendations to improve various activities on E-

Banking.  

 

1.6  Limitation of the Study 

The study was constrained by finance, time and data.  The funds that were expected 

to be allocated to undertake the study was very minimal as compared to the real 

situation that everything has become expensive.  Also there was the issue of time 

allocated for the study has not been enough with regard to data collection and 

availability of key information at reliable sources. Lastly, data factor was also a 

limitation in this study since it was normally difficult to convince people to give their 

key information because of fear that one may be studying to break their interests. 

 

1.7  Scope of the Study 

Researching only Microfinance Bank in Ilala District in Dar es Salaam Region out of 

10 Microfinance Bank in Dar es Salaam. The aim of dealing with Microfinance Bank 

in Ilala District was to serve time and reduced costs.  Prior negotiation with targeted 

Microfinance Bank Customers in Ilala, Researchers got permission from the 

Management which allowed getting data timely.  Furthermore, the supervisor was 

totally committed to his job, he has been reading and correcting the research drafts 

tirelessly and returned them with comments within a short time. This enabled the 

research to cope with allocated time for submission of the dissertation. 

 

1.8  Organization of the Study 

This study comprised with five chapters. Chapter one contains background of the 

study, statement of the problem, research objectives and questions, significance of 

the study and limitation of the study. 
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Chapter two contains literature review which was related to E-banking. Chapter three 

was research methodology which contains research design, tools of data collections 

and data analysis. Chapter four contains results and its discussion. Chapter five 

presented summary of the study, conclusion, recommendations and policy 

implications. 
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CHAPTER TWO 

 

LITERATURE REVIEW 

 

2.1  Introduction 

This chapter presented the literature review of the study which comprised with 

conceptual review, empirical studies, gap of the study and conceptual framework.  

 

2.1.1  Definition of the Key Terms 

E-Banking  

The concept of electronic banking has been defined in many ways Jamal (2004) 

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

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

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

desktop software, telephone or digital television. Pikkarainen et al (2004) define 

internet banking as an "internet portal, through which customers can use different 

kinds of banking services ranging from bill payment to making investments". With 

the exception of cash withdrawals, internet banking gives customers access to almost 

any type of banking transaction at the click of a mouse (De Young, 2001). 

 

Challenges 

Challenges are inhibiting factors. Challenge is not just a trouble but it has wider 

meanings. It is generally label only those complexities a challenge which are 

noteworthy and from which can overcome. A challenge is a difficulty that bears 

within it an opportunity for development. A challenge in law means that someone is 

questioning the veracity of something such as a legal document. For example, a child 

who is disinherited may challenge the will in court. Someone may challenge your 

authority. 

 

 

 

 



 

8 

2.2  Theoretical Review 

 

2.2.1  Factors of Adopting e-Banking 

Accessibility 

Accessibility defines as the ability of users to access information and services from 

the web is dependent on many factors. These include the content format; the user's 

hardware, software and settings; internet connections; the environmental conditions 

and the user's abilities and disabilities (Godwin-Jones 2001; Hackett and Parmanto, 

2009). The term "web accessibility" generally relates to the implementation of 

website content in such a way as to maximize the ability of users with disabilities to 

access it. For example, providing a text equivalent for image content of a web page, 

allows users with some visual disabilities access to the information via a screen 

reader. The techniques and approaches that create more accessible web pages for 

people with disabilities also address many other access issues such as download 

speed and discoverability (Hackett et al, 2004; Hackett and Parmanto, 2009).  

 

Jun et al (1999) revealed reliable/prompt responses, attentiveness, and ease of use 

had considerable impacts on both customers perceived overall service quality and 

satisfaction. It also indicated that there is a significant positive relationship between 

overall service quality and satisfaction.  

 

Yang and Jun (2002) redefined the traditional service quality dimensions in the 

context of online services, and suggested an instrument consisting of seven online 

service dimensions (reliability, access, ease of use, personalization, security, 

credibility, and responsiveness). Joseph et al (1999) considered banking service 

quality with respect to technology use, such as ATMs, telephone, and the internet 

and identified six dimensions. They were convenience/accuracy; feedback/complaint 

management; efficiency; queue management; accessibility; and customization. 

Therefore, accessibility has positive effect on customer satisfaction.  

  

 

 



 

9 

Convenience  

E-banking provides higher degree of convenience that enables customers to access 

internet bank at all times and places. Apart from that, the ease of access of computers 

is perceived as a measure of relative advantage (Polatoglu and Ekin 2001). Gerrard 

and Cunningham (2003) revealed that there are some service quality determinants 

that are predominantly satisfiers and others that are predominantly dissatisfiers with 

the main sources of satisfaction being attentiveness, responsiveness, care and 

friendliness. The main sources of dissatisfaction are integrity, reliability, 

responsiveness, availability and functionality.  According to Ainscough and Luckett 

(1996), the provision of customer interactivity is an important criterion that attracts 

users in the delivery of e-banking. Gerrard and Cunningham (2003) also identify 

other factors of paramount importance in ensuring the success of e-banking, i.e. the 

ability of an innovation to meet users' needs using different feature availability on the 

web site. For instance, the provision of interactive loan calculators, exchange rate 

converters, and mortgage calculators on the web sites draw the attention of both 

users and non-users into the bank's web site.  

 

Privacy 

Customers have doubts about the trust ability of the e-bank's privacy policies 

(Gerrard and Cunningham, 2003). Trust has striking influence on user's willingness 

to engage in online exchanges of money and personal sensitive information 

(Friedman et al, 2000). Privacy is an important dimension that may affect users' 

intention to adopt e-based transaction systems. Encryption technology is the most 

common feature at all bank sites to secure information privacy, supplemented by a 

combination of different unique identifiers, for instance, a password. and Warren, 

2003). Thus, a combination of smart card and biometric recognition using 

fingerprints offers a more secure and easier access control for computers than the 

password method. Zeithaml et al (2000) developed e-SERVQUAL for measuring e-

service quality, identifying 11 dimensions: access; ease of navigation; efficiency; 

flexibility; reliability; personalization; security/privacy; responsiveness; 

assurance/trust; site aesthetics; and price knowledge.  
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Security 

Assurance about security relates to the extent to which the web site guarantees the 

safety of customers` financial and personal information, an area which has witnessed 

a proliferation of research interest (Kimery and McCord, 2002). Security can be 

assured by providing a privacy statement and information about the security of the 

shopping mechanisms and by displaying the logos of trusted third parties. For 

example, displaying trusted third party logo guarantees a certain level of security 

protection and has been shown to significantly influence how consumers regard the 

trustworthiness of e vendors (Jiang et al, 2008).  

 

Internet banking is made possible by the creation of Web browsers. In this mode of 

online banking, consumers do not have to purchase additional software (all they need 

is the browser), store any data on their computer, backup any data, or wait for 

software upgrades or new versions (Dong-Her et al, 2004). All transactions occur on 

a secure server of a bank via the internet. The bank has all of the required data and 

software to execute the transactions. Customers go the bank's Web site, log in, and 

then take advantage of the bank's internet services. Typical bank services are account 

access and review, transfers of funds between accounts, bill payment, and then a 

widening variety of new services and products. Security plays an important role in 

internet banking and so there are several protocols for internet security of encrypted 

data packets (Kolsaker and Payne, 2002).  

 

2.2.2  E-banking and Customer  

Arunachalam and Sivasubramanian (2007) contents that Internet banking is where 

customer can access his or her bank account via the Internet using PC or mobile 

phone and web-browser; and Ongkasuwan and Tantichattanon (2002) defined 

Internet banking service as banking service that allows customers to access and 

perform financial transactions on their bank accounts from their computers with 

Internet connection. Kim et al. (2006) predicted that 87% of community banks would 

offer Internet banking in 2003 to meet consumers’ needs, and asserted that, Internet 

banking has advantages for banks to maintain competition, to save costs, to enhance 

mass customization, marketing and communication activities, and to maintain and 



 

11 

attract consumers. Katri (2003) stated that the Internet banks serve also as gateways 

offering identification and authorization services to a number of third party service 

providers. Rationale for ‘banks’ to provide Internet banking services, Ongkasuwan 

and Tantichattanon (2002) indicate that internet banking helps banks in cost saving, 

increase customer base, enable mass customization for e-Business services, extend 

marketing and communication channel, search for new innovation services, and 

explore and development of non-core business. However, customers’ ability to 

subscribe to the Internet-base banking services depend on several factors such as 

user-friendly interface, level of Internet experience, types of services provided, (for 

example e-mail, file transfer, news, online financial services, shopping and 

multimedia services), attitude and perception, access and delivery time and 

experience with the Internet.  

 

Gao and Owolabi (2008) contend that the currently relevant factors determining the 

adoption of internet banking in Nigeria include the level of awareness or attention, 

the accessibility to computers and the Internet, convenience, privacy, costs, and the 

availability of knowledge and support concerning internet banking. The introduction 

of internet banking services is facilitated by the bank’s reputation in terms of size, 

awareness and trust awareness of Service and its benefits in form of the amount of 

information a customer has about Internet banking and its benefit may have a critical 

impact on the adoption of Internet banking (Jaruwachirathanakul and Fink, 2005; Al-

Somali et al., 2008). On the other hand, Al-Somali et al. (2008) noted that low 

awareness of Internet banking is a critical factor in causing customers not to adopt 

internet banking and Katri (2003) conquers that most important factors discouraging 

the use of Internet banking are lack of Internet access and not having a chance to try 

out Internet banking in a safe environment, thus not being in a position to access 

account. According to Gan et al. (2006), the previous studies have identified that user 

input factors are a function of control, enjoyment and intention to use. Control could 

be described as the amount of effort and involvement required by consumers in 

electronic banking. Enjoyment is the perceived playfulness and intrinsic value that 

consumers experience from the utilization of electronic banking and this would also 

influence the level of satisfaction; as Gan et al. (2006) indicate that when consumers 
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are aware of the availability of electronic banking, they will use adopt, though some 

may not.  

 

Lichtenstein and Williamson (2006) noted that several Musiime and Ramadhan  

converging reference domains and theories suggest numerous potential influences on 

consumer adoption of internet banking including theories of consumer behavior in 

mass media choice and use, gratification theories, innovation diffusion, technology 

acceptance, online consumer behavior, online service adoption, service switching 

costs and the adoption of internet banking.  

 

Davis (2003) proposed that customers’ intentions to use internet banking can be 

affected by customers’ attitudes toward using internet banking. When customers 

have positive attitudes, they are more likely to adopt internet banking and vice versa 

(Lichtenstein and Williamson, 2006). Eriksson et al. (2005) found that customers’ 

attitude are significant factor affecting customer behaviors in accepting or rejecting 

technology. It was found that the relationship between attitude towards using and 

usage was significant. Customers' attitudes are a significant factor affecting customer 

behaviors in accepting or rejecting technology (Davis et al., 1989). 

 

Raman et al. (2008) said that service as an intangible good appeal differently to each 

customer and certain extent of service should be achieved in order to satisfy the 

customer and that the resulting commitment, loyalty and retention are critical 

indicators of customer satisfaction.  

 

Customer commitment; Power and Associates (2009) note that on average, highly 

committed customers use more products or services, give more referrals and are 

much less likely to switch to another bank, compared with customers who have 

lower commitment levels. Indeed, this view is supported by Casaló et al. (2008) who 

contends that higher levels of website usability might lead to higher levels of 

consumer's affective commitment to the website as well a direct, positive and 

significant relationship between 
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2.2.3  E-Banking Problems 

 E-banking Banking offers a higher level of convenience for managing one's finances 

even from one's bedroom. However, it continues to present challenges to the 

financial security and personal privacy (Allen, McAndrews and Strahan 2001). Many 

people have had their account details compromised, as a result of online banking. 

Thus, if one is going to use it for financial transactions, he should be aware of the 

risks involved. Awareness of the risks and problems enables him to take precautions 

for a more secured online banking experience. Following are some of the online 

banking problems which the bankers generally face: 

Security Issues 

While making online payments or transferring money from one account to another, 

the online bankers are always concerned about the hackers and anti-social elements. 

Hacking enables the unethical hackers to penetrate the accounts of online bankers, 

and spend their money (Jiaqin, Mike and Katja 2007). Availability of confidential 

information which is just secured by a user name and password makes it vulnerable 

to such threats (Jamal, 2004). Most of the banks try to make their sites secured by 

implementing latest network security software. However, there have been plenty of 

cases in which web surfers were accidentally exposed to the financial details of 

online bankers (Jiaqin, Mike and Katja 2007). Internet security had a setback when in 

2004; Morgan Stanley admitted a serious security flaw in the system of the latest 

online banking operation. This flaw allowed customers to access account details of 

other clients. 

 

Necessity of the Internet 

For availing the benefits of online banking, one should have access to the Internet. 

For this purpose, he should own a desktop, laptop or PDA device, and an Internet 

connection. This reason limits the usage of online banking, as sometimes it's almost 

impossible to have an Internet connection, to serve the purpose. One might also face 

problems if the Internet connectivity breaks down during an ongoing transaction, or 

if someone eavesdrop his user name and password, while accessing it in a cyber cafe. 
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Customer Care Services 

While carrying out online transactions there are many instances when the banker 

might need help of a representative, from the bank. The brick and mortar banks have 

customer care representatives who are easier to talk to, but in case of online banking, 

in which the banks provide customer care numbers, the bankers find it difficult to get 

their problems solved (Jamal, 2004). Sometimes there is congestion in the network 

and they have to wait for some time, in order to talk to the bank's representative at 

the other end. Once the line is put through, one may either get somebody helpful and 

knowledgeable or may not, leaving him in a baffled and confused situation. Although 

online banking involves risk and imposes certain problems, there are many facilities 

provided by it. To avail these benefits, it is important for one to educate him about 

the risks, and the steps he can take to protect his financial information. It is also 

necessary to understand the rights and responsibilities as a customer, in order to 

make a difference to one's own financial well-being. 

 

2.2.4  Strategies to Improve E-Banking 

Banks must recognize the seriousness of the challenge ahead and develop a strategy 

that will enable them to leverage the opportunities presented by the Internet. No 

single E-banking strategy is right for every banking company. But whether they 

adopt an offensive or a defensive posture, they must constantly re-evaluate their 

strategy. In the fast-paced e-economy, banks have to keep up with the constantly 

evolving business models and technology innovations of the Internet space (Allen, 

McAndrews and Strahan 2001).. Early e-business adopter like Wells Fargo not only 

entered the E-banking industry first but also showed flexibility to change as the 

market developed. Not many banks have been as e-business-savvy. But the pressure 

is now building for all banks to develop sound e-business strategies that will attract 

and retain increasingly discriminating customers. 

 

The major problem with the banks, which have already invested huge amounts in 

their online initiatives, is that their online offerings remain unprofitable (Jiaqin, Mike 

and Katja 2007). Though banks have enrolled some existing customers in their online 

programs, they are not getting customers in large numbers. This has made banks 
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wonder whether there is any value in the online channel. Just enrolling customers for 

online banking may not be sufficient until and unless they use the site actively 

(Allen, Mc Andrews and Strahan 2001). Banks must make efforts to increase their 

site usage by customers and effectively co-ordinate the online channel with branches 

and call centers. Then only they will be able to derive maximum value that includes 

cost reduction, cross-selling opportunities, and higher customer retention (Jiaqin, 

Mike and Katja 2007). 

 

Customers have some rational reasons for staying offline. Some of these reasons 

include usability features of the site, concerns about security and frequent complaints 

that signing up is complicated and time-consuming (Jiaqin, Mike and Katja 2007).. 

Banks can solve these problems by refocusing investment on improving the site’s 

basic functionality and user-friendliness, and avoiding advanced features that most 

customers neither understand nor value (Jamal, 2004). Developing advanced features 

that appeal to a relatively small numbers of customers, creates far less value than 

strengthening core capabilities and getting customers to use them. Banks must make 

efforts to familiarize customers with their sites and show them how easy and efficient 

the online channel is to use (Jiaqin, Mike and Katja 2007). 

 

Integrating the online channel with the rest of the bank is another important issue that 

banks must focus upon. This is important because nearly all the value of the online 

channel is realized offline in cross sales completed in other channels and in cost 

reductions (Jamal, 2004). An actively used online channel should also serve as a 

medium to sell banking services for the branch staff, the call center, and the 

relationship manager. Integrated channels working together are far more effective 

than a group of channels working without any coordination. To facilitate this 

integration, banks must formulate paths that people in various customer segments are 

likely to take among the channels (Jiaqin, Mike and Katja 2007). The interactions in 

each channel can then be worked around these paths. For example, a call center 

representative must work out which channel(s) the customer used before coming to 

her, and which channel(s) the customer is likely to visit next. Each channel must 

have entry and exit points that must welcome customers and then send to other 
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channels. Hence, the overall goal of banks is to create a seamless multi channel 

experience (Jamal, 2004). 

 

On the other hand, those banks that are planning to build their online businesses will 

have to understand several strategic issues like do they have the right business model 

for E-banking? How should they price their E-banking products and services? 

Bankers planning to move into E-banking have to explore different options make 

investments and have to develop a variety of partnerships (Allen, McAndrews and 

Strahan 2001). They have to put their time and efforts to identify the best 

opportunities. In the case of traditional banks, if they are too aggressive in using 

price incentives to build their e-business, they risk the profitability of their traditional 

business. However, if they do not offer sufficient price incentives for customers to 

bank online, their efforts to build a sound e- banking business may not fructify 

(Jiaqin, Mike and Katja 2007). 

 

Banks have to be creative in rethinking organizational structures and management 

processes. Traditional banks that are conservative in nature may find it difficult to 

attract and retain online talent (Jiaqin, Mike and Katja 2007). Moreover, getting 

people in the traditional business to help build an e-enterprise would not be an easy 

task. To make all this happen, requires a major revision of incentive systems, 

planning and budgeting processes, and management roles. Banks can exploit the 

opportunities provided by the Internet if they demonstrate courage, use their 

imagination, and take decisive action. 

 

While most of the banks have started focusing on E-banking activities, a new 

challenge in the form of mobile banking has emerged. M-Banking is both an 

additional opportunity for banks to offer their online services and an additional 

channel from which to access new customers and cross-sell to existing customers 

(Jamal, 2004). Rapidly changing lifestyles of customers and their demand for more 

speed and convenience has subdued the role of branch banking to a certain extent. 

With the proliferation of new technologies, disintermediation of traditional channels 

is being witnessed (Jiaqin, Mike and Katja 2007).. Banks can go beyond their 
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traditional role as a channel for banking/financial services and can become providers 

of personalized information. They can successfully leverage m-banking to: 

(i.) Provide personalized products and services to specific customers and thus 

increase customer loyalty. 

(ii.) Exploit additional sources of revenue from subscriptions, transactions and 

third-party referrals. 

 

Banks must improve their online services if they are to retain customers and boost 

sales, Banks can no longer assume that just having an online presence is enough it 

needs to be a satisfying, engaging experience, if they want to outperform their 

counterparts (Jamal, 2004). A successful online service must be much more than a 

copy of the paper-based services available at bank branches. Features such as online 

customer support and financial calculators are the best ways to increase the 

interaction between customers and the bank. 

 

To fully engage customers, retail banks must actively manage their digital touch 

points by creating highly engaging websites and mobile banking offerings that 

function as a seamless part of a positive overall customer experience (Jiaqin, Mike 

and Katja 2007). Banks know they need to embrace new ways of communicating 

with customers (Jamal, 2004). Asking customers to use an inferior online banking 

service will drive them away. Incorporating highly usable and interactive features, 

community-based applications, video, and integration with mobile services, will be a 

key differentiator for online banks (Allen, McAndrews and Strahan 2001). 

 

2.2.5  History of electronic Banking 

The e-banking business model started back in the 1980’s, and it evolved through 

three main phases that can be summarized as follows: Modern e-banking first 

appeared in New York in the early 1980’s, where it was offered by major banks in 

that city, such as Citibank and Chase Manhattan (Al-Ani, 2005).  The United 

Kingdom banks started to adopt the concept in 1983 where the Bank of Scotland was 

the first to introduce it (Agarwal and Karahanna 2000). Back then it required a 

computer terminal, a monitor, and a telephone line. It was also offered through a 

http://www.if.com/toolsandcalculators/offsetcalcpopup.aspx
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numeric keypad on a telephone enabling sending messages to the bank (Ahasanul 

2009).   The early services were very basic ones such as viewing your bank 

statements and paying your bills online. It was not a full transaction banking service; 

however, it paved the way for the more comprehensive and sophisticated e-banking 

services that we see today (Al-Ani, 2005).   

 

In the 1990’s, the use of internet evolved when more people owned computers and 

were connected to the dial-up home internet (Al-Ghamdi, 2009).  The first bank to 

offer the most comprehensive e- Banking services was the Stanford Federal Credit 

Union bank in 1994 (Ahasanul 2009). This technological evolution and the spread of 

home internet usage meant customers enjoyed 24/7 e- Banking services (Al-Ani, 

2005).   On the other hand, many customers during the 1990’s didn’t trust the 

concept enough to make serious and substantial monetary transactions and did not 

think the internet banking is safe enough (Al-Ani, 2005).  This triggered a massive 

effort and investment by the offering banks to develop more security features for 

their online banking services and promoting them in the market. The 2000’s: The 

growth and acceptance. The first bank to reach three million online banking 

customers was the Bank of America in 2001 (Agarwal and Karahanna 2000). 

Throughout the 2000’s on-line banking started to grow and become more acceptable 

by customers (Al-Ani, 2005).  It covered most of the banking services range. We also 

had our first “on-line only” banking firms that offered better interest rates and more 

features to their clients taking advantage of the cost savings achieved by the “Digital 

Firm” business model (Ahasanul 2009). 

 

While e-banking can be described as the “umbrella” term, it is used interchangeably 

when people refer to one or more forms or components of e-banking such as: Virtual 

banking, on-line banking, cyber-banking, net-banking, interactive-banking, web-

banking, phone-banking, PC-banking, and remote electronic banking (Al-Ghamdi, 

2009).  In the following paragraphs the main types of e-banking will be reviewed in 

more detail (Agarwal and Karahanna 2000).  
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2.2.6  ATM (Automatic Teller Machine) 

In 1969, the first ATM was offered in the public dispensing cash to customers at 

Chemical Bank in Rockville Center, New York (Ahasanul 2009).   It revolutionized 

the banking industry by eliminating the need to visit a bank to conduct basic 

financial transactions (Al-Ghamdi, 2009).  In the 1980’s the machines provided 

many banking transactions and became widely acceptable and even popular amongst 

the clients (Agarwal and Karahanna 2000). They provided many services provided 

by bank tellers on 24/7 basis, such as: deposits, withdrawals, transfer, account 

balances inquiries, requests for cheque books, account statements (Al-Ani, 2005).   

 

Using an ATM requires an ATM card and a personal identification number (PIN). 

They provide basic banking services such as described in the paragraphs.  In the 

1970’s banking customers started to use their home phones to dial the phone to check 

their account balances, transfer funds, and pay bills (Al-Ghamdi, 2009). It provided 

24/7 services, however, it did not provide visual features while conducting the 

transactions. Customers could listen to the transaction acknowledgements, but they 

could not view them. Of course, this was before the smart-phone era back in the 

1970’s (Al-Ani, 2005).   

 

 In general, there are two types of phone banking: Operator Services: for customers 

with very complicated inquiries needing personnel attention and cannot be covered 

by automated services, or customers who are not too comfortable with automated 

services and needed engagements by human personnel (Ahasanul 2009).  Automated 

Services: for functions that can be conducted by the automated system without the 

need for human operators.  This became less applicable in today’s phone-banking 

with the evolution and development of smart-phones with internet connection and 

software applications (Al-Ghamdi, 2009). In the early 1970’s home banking was 

offered through touch-tone telephones for very basic banking transactions (Al-Ani, 

2005).  During that era, it was considered “home banking” and not phone-banking. In 

mid-1980’s banks offered more advanced home banking services to customers by 

installing software in customer’s Personal Computers (PC) that enabled them to 

connect to the bank through a dial up connection (Ahasanul 2009). 
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It was a sufficient enough secure channel; however, it provided a limited range of 

services (Al-Ghamdi, 2009).   After 1985, this service was not popular anymore and 

was not widely spread because it required proprietary systems and huge technology 

investments, so very few banks managed to provide it. In addition to that, the PC was 

still not widely spread (Al-Ani, 2005).   

 

2.2.7 Internet Banking 

This method offers a full range of advanced banking services by directly accessing 

the bank website using the internet browser (either through PC or Phone connected to 

the internet) (Al-Ani, 2005).  This resulted in having lesser walk-in customers as they 

enjoyed full services on 24/7 basis. The services were provided through a portal, and 

relied on digital signatures and other safety and security measurements (Ahasanul 

2009). Its main benefits to the customers and the banks can be summarized by the 

following: Despite the technical set-up and maintenance costs, the internet banking 

had reduced the traditional banking costs enabling more profitability (Agarwal and 

Karahanna 2000).  Enabled offering more than banking services on the websites; 

such as tax services, where customers can fill out the tax application online, 

calculating the taxes (Al-Ani, 2005).  Customers benefiting from the time and place 

shifting 24/7 services. Allows customers to be alerted via email and phone of updates 

and changes in their banking dealings (Ahasanul 2009).   Cost efficiencies passed on 

to customers with lesser fees and charges than traditional banking. Banks to the 

banks but they vary such as cars, gold, mortgage, land, silver (Al-Ghamdi, 2009).  

Many researchers argue that while e-banking (or internet banking) using a PC 

channel was the most advanced trend and the cutting edge competitive advantage in 

the banking industry during the last two decades, many other researchers believe that 

the PC-based internet banking is on its eminent way towards being obsolete 

(Agarwal and Karahanna 2000).  The future of e-banking is steadily and heavily 

heading towards the use of mobiles in conducting banking transactions.  In 2010, 

Lloyds Banking Group became the first bank in the UK to offer mobile banking 

services that allow funds transfer between bank accounts within the same bank 

through mobile applications run by a mobile money network called “Monilink” 

(Ahasanul 2009). 
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Customers were required to download these applications software to their phones 

equipped with internet access and color screens, enabling the mobile based banking 

transactions that are so easy and fast, and require only entering a six digit PIN code 

(Al-Ani, 2005).   It only cost them £2.50 a month (Al-Ghamdi, 2009).  Considering 

that 95% of the UK population is estimated to own a smart mobile phone, this had 

revolutionized the e-banking services in that country, even though the mobile 

banking is primarily used for basic transactions and payments. The customers still 

prefer PC-based internet channel for the more sophisticated transactions (Ahasanul 

2009). Experts expect that within the next five years mobile banking will become the 

main channel of providing most of the banking services and transactions, thanks to 

the fast-paced technological advancements in the smart-phone industry (Agarwal and 

Karahanna 2000). 

 

2.2.8 Advantages and Disadvantages of E-Banking 

Online banking can simply be defined as the process of entering into transactions by 

a particular client and the bank using modern technology (Al-Ani, 2005).  With the 

various capabilities of the computer and other technological developments, online 

banking is one of the many businesses that benefited from it (Agarwal and 

Karahanna 2000).  Since banking plays a very important role in the economy of a 

nation, then there is truly a need to maximize and improve its features to be client 

friendly and easy to access (Ahasanul 2009).  According to Ahasanul (2009) there 

are of course the advantages and disadvantages of online banking. 

 

Among the advantages of online banking include the following:- 

(i.) Very convenient.  Online banking is a totally easy thing to do.  In the comfort 

of your home or offices, you can do whatever monetary transactions you wish 

to do with your bank. 

(ii.) Unlimited service day and night. The services and various features of your 

bank are always available seven days a week and 24 hours daily.The most 

interesting thing here is that, everything can happen at just one click of your 

mouse. 
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(iii.) No time constraint. Online banking is also stress free because it never closes 

unlike the traditional banking that has cut-off time. 

(iv.) Easy to access via PC. Using your personal computer, you can easily do 

various transactions with your bank in view of your business or any other 

personal or financial matters. 

(v.) Easy way of payment. Bill payments can also be handled properly and 

smartly.  Instead of waiting for certain due dates, you can easily pay all your 

transactions using your computer and in coordination with your bank. 

(vi.) Smart.  Online banking is also ubiquitous or simply put smart.  This enables 

you to do troubleshooting regarding any problem that may arise from your 

business. 

(vii.) Higher interest rate. Another great advantage of online banking is the interest 

rates which basically range between 5% to 3.40% annually.   Unlike the 

traditional banking, online banking can earn you a better interest or return of 

investment both in your savings and checking account. 

(viii.) Easy transaction. Another advantage is the speed of every transaction.  Online 

transactions, compared to ATM or traditional banking, works faster.  Thus 

business matters could benefit so much from this speed feature. 

(ix.) Banking online is both efficient and effective.  With just one secure site, all 

your financial transactions can be managed orderly. 

 

On the other hand, the following are the disadvantages of online banking:- 

(i.) First is the slow processing from the moment you entered a financial 

transaction with your bank via the computer.  Usually the bank will require 

you to submit certain documents like an identification card, signature and the 

like.  Not only will the bank online require you to submit documents but also 

to provide special power of attorney in cases where you want to do 

transactions together with your spouse.  A concrete example is when you 

want to manage all your wealth and resources together as a couple and you 

wish to view it online.  Certain technical procedures regarding online banking 

may be taxing too and complicated. 
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(ii.) Another disadvantage is the so-called learning curve.  This means, banking 

online especially in locating the sites may be complicated and hard to find. 

(iii.) Another disadvantage is bank site changes.  If this occurs, the bank will 

require you to re-enter all your information again and other related data. 

(iv.) Finally is the trust aspect.  Online banking should be entered very carefully if 

you wish to enjoy your financial life. 

 

2.2.9 Advancement in Electronic Banking 

The rapid advancement in electronic distribution channels has produced tremendous 

changes in the financial industry in recent years, with an increasing rate of change in 

technology, competition among players and consumer needs (Hughes, 2001). The 

proliferation of, and rapid advances in, technology-based systems, especially those 

related to the internet, are leading to fundamental changes in how companies interact 

with customers (Ibrahim et al, 2006; Bauer et al., 2005; Parasuraman and Zinkhan, 

2002). Internet banking has become the self-service delivery channel that allows 

banks to provide information and offer services to their customers with more 

convenience via the web services technology The evolution of e-banking has 

fundamentally transformed the way banks traditionally conduct their businesses and 

the ways consumers perform their banking activities (Eriksson et al., 2008; Sayar and 

Wolfe, 2007). Today e-banking has experienced phenomenal growth and has become 

one of the main avenues for banks to deliver their products and services (Amato-

McCoy, 2005).  

 

Electronic banking (e-banking), also known as Internet banking is defined as the 

automated delivery of new and traditional banking products and services directly to 

customers through electronic, interactive communication channels (Daniel, 1999; 

Sathye, 1999). E-banking includes the systems that enable financial institution 

customers, individuals or businesses, to access accounts, transact business, or obtain 

information on financial products and services through a public or private network, 

including the internet. Customers access e-banking services using an intelligent 

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

automated teller machine (ATM), kiosk, or Touch Tone telephone. Chou and Chou 
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(2000) identified five basic services associated with online banking: view account 

balances and transaction histories; paying bills; transferring funds between accounts; 

requesting credit card advances; and ordering checks for more faster services that can 

be provide by domestic and foreign bank. E-banking reaps benefits for both banks 

and its customers.  

 

From the banks perspective, e-banking has enabled banks to lower operational costs 

through the reduction of physical facilities and staffing resources required, reduced 

waiting times in branches resulting in potential increase in sales performance and a 

larger global reach (Sarel and Mamorstein, 2003). From the customers. Perspective, 

e-banking allows customers to perform a wide range of banking transactions 

electronically via the bank's website anytime and anywhere (Grabner-Kraeuter and 

Faullant, 2008). In addition, customers no longer are confined to the opening hours 

of banks, travel and waiting times are no longer necessary, and access of information 

regarding banking services are now easily available (Hamlet, 2000).  

 

However the success of e-banking isn’t without its problems. Firstly the adoption of 

e-banking has not kept pace with that of internet usage (White and Nteli, 2004). This 

gap is attributed to the lack of trust among bank customers, particularly among 

internet users age 65 and older (Ilett, 2005; Perumal and Shanmugam, 2005). 

Secondly, customers still prefer face to face interaction (Asher, 1999) due to reasons 

such as fear of the online environment and lack of trust in the internet. Recent 

literature on e-banking showed that the formation of trust can help reduce the impact 

of key inhibiting factors such as fears about using the online service among non-e-

banking customers (Vatanasombut et al., 2008). 

 

Following the boom of new technologies such as the internet and mobile phones in 

practice, e-banking has also been the focus of numerous academic papers Adoption, 

perception and usage of internet banking by consumers is one of the topics heavily 

examined in e-banking literature. Centeno (2004) argues that speed, the convenience 

of remote access, 7/24 availability and price incentives are the main motivation 

factors for the consumers to use internet banking. Durkin, et. al. (2008) notes that the 
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simplicity of the products offered via internet banking facilitates the adoption of 

internet banking by consumers. Calisir and Gumussoy (2008) compare the consumer 

perception of internet banking and other banking channels and report that internet 

banking, ATM and phone banking substitute each other. Maenpaa et.al. (2008) 

examine the consumer perceptions of internet banking in Finland and their findings 

indicate that familiarity has a moderating role in the perception. Guerrero, et,al. 

(2007) examine the usage of internet banking by Europeans and their results indicate 

that ownership of diverse financial products and services, attitude towards finances 

and trust in the internet as a banking channel influence clients. usage of internet 

banking. Confirming other papers, Sohail and Shanmugham (2003) document 

accessibility of internet, awareness of e-banking and resistance to change are found 

to be influencing Malaysian.s use of internet banking. Another factor that promotes 

clients usage of internet banking is seller support (Nilsson, 2007).  

 

Perceived risk was one of the major factors affecting consumer adoption, as well as 

customer satisfaction of online banking services (Polatoglu and Ekin, 2001). 

Perceived risk usually arises from uncertainty. To Howcroft, et. al., (2002) the 

principal characteristics that inhibit online banking adoption are security and privacy. 

In electronic banking services. Malaysia it was found that security was main barrier 

to e-commerce expansion. Security is perhaps the most feared problem on the 

internet. Banks and customers take a very high risk by dealing electronically (Mukti, 

2000; Chung and Paynter, 2002). It is noted that although consumer.s confidence in 

their bank was strong, yet their confidence in the technology was weak (Roboff and 

Charles, 1998). Today.s consumers are increasingly more concerned about security 

and privacy issues (Howcroft et al., 2002). Potential customers mentioned Internet 

security, online banking regulations, consumers. privacy, and bank.s reputation as the 

most important future challenges of online banking adoption. (Aladwani, 2001). 

Indeed, in Aladwani.s (2001) study of online banking, potential customers ranked 

internet security and customers. privacy as the most important future challenges that 

banks are facing. Perceived usefulness, perceived Web security has a strong and 

direct effect on acceptance of internet banking, too. A high level of perceived risk is 

considered to be a barrier to propagation of new innovations (Ostlund, 1974). 
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Influenced by the imagination-capturing stories of hackers, customers may fear that 

an unauthorized party will gain access to their online account and serious financial 

implications will follow. The survey by White and Nteli (2004) found that UK 

consumers ranked the security of bank.s website as the most important attribute of 

internet banking service quality.  

 

2.3 Empirical Studies 

Jiaqin, Mike and Katja (2007) conducted a study on new issues and challenges facing 

e-banking in rural areas. The study described an empirical study of investigation 

trend and development of the application of e-banking (banking though internet) in 

rural areas and its economic impact on local financial institutions. The data were 

collected through a web-based questionnaire survey. The research objective was to 

investigate how those smaller and community banks located in rural areas have 

attempted to catch up with their counterparts in larger cities in terms of the 

application of e-banking, focusing on emerging issues and challenges. The results 

indicated that one of the challenges was unavailability of internet services and know 

how. However, Wise and Ali (2009) argued that many banks want to invest in ATMs 

to reduce branch cost since customers prefer to use them instead of a branch to 

transact business. The financial impact of ATMs is a marginal increase in fee income 

substantially offset by the cost of significant increases in the number of customer 

transactions. The value proposition however, is a significant increase in the 

intangible item "customer satisfaction". The increase translates into improved 

customer loyalty that in result in higher customer retention and growing organization 

value. Internet banking is a lower-cost delivery channel and a way to increase sales. 

Internet banking services has become one of the most important factors in the 

business economy today.  

 

Hua (2009) conducted an experiment to investigate how users “perception about 

online banking is affected by the perceived ease of use of website and the privacy 

policy provided by the online banking website. In this study, it also investigates the 

relative importance of perceived ease of use, privacy, and security. Perceived ease of 

use is of less importance than privacy and security. Security is the most important 
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factor influencing user’s adoption. However, Wise and Ali (2009) argued that many 

banks in Vadodara want to invest in ATMs to reduce branch cost since customers 

prefer to use them instead of a branch to transact business. The financial impact of 

ATMs is a marginal increase in fee income substantially offset by the cost of 

significant increases in the number of customer transactions. The value proposition 

however, is a significant increase in the intangible item “customer satisfaction”.  

 

Oghenerukevbe, (2008), internet banking provides alternatives for faster delivery of 

banking services to a wider range of customers. The increasing popularity of internet 

banking, have attracted the attention of both legitimate and illegitimate online 

banking practices. Criminals focus on stealing user's online banking credentials 

because the username and password combination is relatively easy to acquire and 

then relatively easy to use to fraudulently access an internet banking account and 

commit financial fraud. To alert users, many banking sites are now including 

Security Indicators (SI) to their sites.  On the other hand, Pikkarainen et al (2004) 

define internet banking as an "internet portal, through which customers can use 

different kinds of banking services ranging from bill payment to making 

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

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

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

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

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

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

 

2.4  Gap of the Study 

Despite the growing interest and importance of Internet banking in many financial 

institutions in Tanzania and the implementation of such innovations in some banks 

like NMB T (LTD), there has remained low adoption rates among clients and its 

usage has not brought significant outputs in the way clients become happy with the 

services offered, and indeed extant literature indicates that despite such growing 

interest, no significant studies that have focused on e-banking and more so, customer 

satisfaction (Baraghani, 2007, Duggirala, Rajendran and Anantharaman 2008). With 



 

28 

technology implementation, a new phenomenon in Tanzania’s banking sector and 

many customers has not yet embraced it. This study will be conducted to determine 

e-banking and its challenges in Tanzanian banks the case of NMB T (LTD). 

 

2.5 Conceptual Framework 

Conceptual frameworks is a type of intermediate theory that has the potential to 

connect to all aspects of inquiry for example problem definition, purpose, literature 

review, methodology, data collection and analysis. Conceptual frameworks act like 

maps that give coherence to empirical inquiry. Because conceptual frameworks are 

potentially so close to empirical inquiry, they take different forms depending upon 

the research question or problem. The frameworks are linked to particular research 

purposes (exploration, description, gauging, decision making and explanation 

/prediction). When purpose and framework are aligned, other aspects of empirical 

research such as choice of methodology (survey, interviews, analysis of existing 

data, direct observation, focus groups etc) and type of statistical technique become 

obvious. Internationalization theories together with empirical studied will be 

applicable in this model. The study will be facilitated using a model of its own kind.  

Figure 1 shows the challenges facing in Tanzania Customers on utilizing E-Banking 

in Tanzania. 
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Figure 2.1:  Conceptual Framework on the Challenges Facing in Tanzania 

Customers on Utilizing E-Banking in Tanzania. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Author’s Construction, 2013 

 

Relationship between variables 

Network failure or downtime 

The term downtime is used to refer to periods when a system is unavailable. 

Downtime or outage duration refers to a period of time that a system fails to provide 

or perform its primary function. Reliability, availability, recovery, and unavailability 

are related concepts. The unavailability is the proportion of a timespan that a system 

is unavailable or offline. This is usually a result of the system failing to function 

because of an unplanned event, or because of routine maintenance. The term is 

commonly applied to networks and servers. The common reasons for unplanned 

outages are system failures (such as a crash) or communications failures (commonly 

known as network outage). The term is also commonly applied in industrial 

environments in relation to failures in industrial production equipment.  

 

Network failure or 

downtime period 

 

CHALLENGES FOR 

E-BANKING IN 

TANZANIA 

 

E- Banking fraud 

Higher rates charges 

Limited money in ATM 

 

Wrong debits, unreliable 

source of power 

http://en.wikipedia.org/wiki/System
http://en.wikipedia.org/wiki/Reliability_engineering
http://en.wikipedia.org/wiki/Availability
http://en.wikipedia.org/wiki/Unavailability
http://en.wikipedia.org/wiki/System
http://en.wikipedia.org/wiki/Offline
http://en.wikipedia.org/wiki/Failure
http://en.wikipedia.org/wiki/Repair_and_maintenance
http://en.wikipedia.org/wiki/Telecommunications_network
http://en.wikipedia.org/wiki/Server_%28computing%29
http://en.wikipedia.org/wiki/Crash_%28computing%29
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E-Banking fraud 

E-Banking fraud is a significant issue.  Bank fraud is the use of potentially illegal 

means to obtain money, assets, or other property owned or held by a financial 

institution, or to obtain money from depositors by fraudulently posing as a bank or 

other financial institution. In many instances, bank fraud is a criminal offence. While 

the specific elements of particular banking fraud laws vary between jurisdictions, the 

term bank fraud applies to actions that employ a scheme or artifice, as opposed to 

bank robbery or theft. For this reason, bank fraud is sometimes considered a white-

collar crime.  Most E-Banking banking fraud schemes involve two steps. First, the 

criminal obtains the customer's account access data, i.e. logon name and password. 

Second, the criminal uses this information to transfer money to other accounts and 

withdrawals the funds. For the first step, criminals have employed different schemes 

in the past: The over the shoulder looking scheme occurs when a customer performs 

financial transactions while being observed by a criminal. A fair number of cases 

have been reported where customer's account access data was obtained by the 

criminal just by observing customers at a public Internet access point.  The 

"phishing" scheme involves using fake emails and/or fake websites. The word 

"phishing" stems from combining the words "password" and "fishing". Criminals 

send emails that appear to be from the customer's bank that direct customers to a fake 

website. This website impersonates the bank's website and prompts customers for 

their account access data. Most banks have executed customer education programs, 

thereby reducing the effectiveness of this scheme. It will, however, take awhile 

before all customers are smart enough to extinct phishing.  The "Trojan horse" 

scheme is based on embedding a computer virus type software program onto the 

customer's PC. Trojans often tie themselves into the keyboard driver and record 

keystrokes. Once a Trojan detects that the customer opens an online banking website, 

it captures login name and password, and sends it to the criminal.  

 

Higher Rates Charges 

The difference between the interest rates charged by banks and the rate of inflation is 

called the real interest rate. It has to be positive for at least two reasons.  One is that 

banks are commercial companies and they have to make a living. If they charged 

http://www.computerworld.com/s/article/9228527/Cybercriminals_increasingly_use_online_banking_fraud_automation_techniques
http://www.computerworld.com/s/article/9228527/Cybercriminals_increasingly_use_online_banking_fraud_automation_techniques
http://en.wikipedia.org/wiki/Bank
http://en.wikipedia.org/wiki/Fraud
http://en.wikipedia.org/wiki/Criminal_law
http://en.wikipedia.org/wiki/White-collar_crime
http://en.wikipedia.org/wiki/White-collar_crime
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interest rates lower than the inflation rate, they would lose money on a permanent 

basis.  Plus banks have a role in fighting inflation. If they charged interest rates lower 

than the inflation rate, everyone would be induced in borrowing ever increasing sums 

of money and fuel inflation.  Some banks charge low interest rates, for basic needs 

like housing, or social needs like infrastructure for water services and sanitation in 

poor countries. They are subsidized by public funding. 

 

Limited Money in ATM 

Limited amount of money in ATM may cause troubles to customers. A customer 

perceptions are to get money in ATM. Shortage of money in ATM discourages 

customers to use ATM and bored much. 

 

Wrong Debits 

Wrong debit is an act within E-banking concerning the failed transactions. 

Consumers should be told about the steps being taken to eliminate the problem of 

failed transactions and ensure flawless disbursal of money by the machines. The 

information would not only help consumer’s asses the quality of service provided by 

individual banks but also the way the regulator enforces compliance of this particular 

directive. It will also force banks to perform better.  

 

Unreliable Source of Power 

Access to electricity is the percentage of population with access to electricity. 

Unreliable source of power in banks cause problems in ATM which affects the 

customers. Bank managements should make sure that the banks has reliable source of 

power in case the TANESCO failed they can opt for generators.  
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CHAPTER THREE 

 

RESEARCH METHODOLOGY 

 

3.1 Introduction 

This is the way of systematically solving the research problem. The research studied 

various steps that generally adapted in studying the research problem along with the 

logic behind them. This chapter presents the methods of data collection sampling 

method and data analysis.  

 

3.2 Research Design 

Research is the study of materials, sources, and data in order to get conclusions 

(Kothari, 1990). Research Design is the conceptual structure within which research is 

conducted, the basic plan guides collections, measurement and analysis of data 

(Botha 1989).  It is the framework that specifies the types of information to be 

collected, source of data and data collection procedure. A good design will make sure 

that the information gathered is consistent with the study objectives and data are 

collected by accurate and economical procedure (Kothari, 1990).  This study was 

conducted using technique of qualitative and quantitative research. The study used 

various instruments of data gathering such as questionnaires, documentary review 

and interview questions. The study is a case study because it will deal with NMB, 

Ilala. 

 

3.3 Area of the Study 

The study was conducted in NMB, Ilala. Selection of NMB, Ilala is based on the fact 

that Researcher is aware with NMB, Ilala, so it was easy for data collection. 

Additionally, selection of NMB, Ilala was also based on the fact that the Bank was 

among the Tanzanian Banks which adopted e-banking system 

 

3.4 Target Population 

Population is a group of individual who have one or more characteristics in common 

(Kothari, 2000). The targeted population in this study was management and 
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customers of NMB, Ilala. The management and customers of NMB, Ilala are the key 

population of this study. For the purpose of this study the population of this study 

will be 2000 Customers of NMB in Ilala District. 

 

3.5 Sample and Sampling Technique 

A sample size is a small group or subset of the population, which researcher selects 

for the purpose of the study and from which generalization is made about the 

characteristics of the population (Cohen, Manion and Morrison 2000).  Sampling 

techniques refers to the process of selecting the participants of the sample study from 

the population. This study was a case study. Convenient sampling procedure was 

employed.  

 

According to Kothari, (2004), sample size must be 5% to 10% of the total population 

of the intended research study area. Therefore, the sample size of this study was 10% 

of 2,000 populations which was 200 Customers of NMB in Ilala District and 3 

management of NMB, Ilala. A convenience sample is a sample of study subjects 

taken from a group which is conveniently accessible to a researcher. The advantage 

of a convenience sample is that it is easy to access, requiring little effort on the part 

of the researcher. The disadvantage is that it is not an accurate representation of the 

population, which can skew the results quite radically. In fact, convenience sampling 

is regarded as a form of sampling bias, meaning that the results from this study 

conducted with such a sample cannot be generalized to the population as a whole or 

to other retail banks in Tanzania or in other Countries.  

 

3.6 Data Collection Methods 

This study employed primary data. Primary data was gathered by means of 

questionnaires and semi structured interview questions. Semi structured interviews 

were conducted for the management of NMB, Ilala.  A number of interview 

questions were used to collect data through oral or verbal communication between 

researcher and respondents.  These questions include structured and unstructured 

questions.  This instrument is quite flexible, adaptable and can be applied to many 

people and information can be obtained in detail.  

http://www.wisegeek.com/what-is-convenience-sampling.htm
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3. 6  Data Collection Tools 

 

3.6.1  Interviews Questions 

Interview is a method of collecting information through oral or verbal 

communication between the researcher and the respondents. Interviews were 

facilitated by interview research question instrument. Interview method is chosen 

because it is quite flexible, adaptable and can be applied to many people and 

information can be obtained in detail and well explained. Data which was collected 

from interviews provide primary data for the study. 

 

3.6.2  Questionnaires 

A questionnaire is a research instrument and consists of a group of questions 

designated to elicit information from an informant to a respondent. Questionnaires 

are inexpensive way of gathering data from large number of respondents and are only 

feasible way to reach a number of reviewers large enough to allow a statistically 

analysis of the results. A well designed questionnaire can gather information well 

from the organization and as well as specific information on specific matter studied. 

Questionnaires were distributed to the Customers of NMB to gather information 

related to the objectives of this study. 

 

3.7  Analytical Tools of Research 

Data analysis were conducted using qualitative and quantitative (Botha 1989).  

Describe data analysis as being a systematic process involving working with data, 

organizing and dividing them into small manageable portions. Analysis was done 

based on the research objectives and it was presented according to the research 

objectives. Quantitative data were analyses using simple descriptive statistics in 

terms of percentages and frequencies.  Qualitative data analyses were done using 

matching of information, explanation building and comparison to establish reasons 

on what has been observed at the case. Data were presented using summary table, 

figures and diagram 
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3.8 Ethical Consideration 

This study was conducted in a good manner while considering personal values. A 

researcher was only deal with the subject matter whereas it will observe and keep all 

issues outside the study at the field. She took a responsibility of ensuring a 

respondent was respected and thus personal matters were not questioned.  
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CHAPTER FOUR 

 

DATA PRESENTATION AND DISCUSSION 

 

4.1 Introduction 

This chapter presents the findings of the study in line with the specific objectives. It 

contains description of the respondents’ profile. The chapter contains information on 

the types of the services provided by e-banking in NMB, the customer’s perceptions 

in receiving the services from e-banking in NMB, the challenges facing customers in 

receiving services e-banking in NMB and investigates strategies to improve e-

banking in NMB  

 

4.2 The Profile of Respondents  

 

4.2.1  Respondents’ Gender  

Respondents were asked to indicate their gender. Researcher was interested to collect 

information on gender issue in order to know gender balance on customers of 

Microfinance Bank. The aim of doing so was to discover which gender was 

dominated in the Bank. Results were presented in Figure 4.1 
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Figure 4.1:  Gender of Respondents 

Males
57%

Females
43%

 

Source: Field Data, 2013 

 

Results were analyzed using simple statistical methods and it was revealed that out of 

200 respondents (43%) were Female while (57%) were Men. These findings show 

that customers in Microfinance Bank were dominant. The more Females due to the 

fact that there is also a multiplier effect to educating girls and women. More educated 

women tend to be healthier, participate more in the formal labor market, earn more 

income, have fewer children, and provide better health care and education to their 

children, all of which eventually improve the well-being of all individuals and can 

lift households out of poverty. These benefits also transmit across generations, as 

well as to communities at large. 

 

4.2.2  Respondent’s Age  

Respondents were asked to state their ages in the nearest years. The reason for 

looking for the age of the respondents was based on the fact that a researcher was 

interested to know the current database of the respondents’ of the customers of 

Microfinance Bank. The results were presented on the Table 4.1. 
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Table 4.1:  Distribution of Respondent’s Ages (N=200) 

Interval of ages Number of the respondents Percentages (%) 

18 – 25 24 12 

26 – 36 38 18 

37 – 47 102 51 

Above 48 36 19 

Total 200 100 

Source: Field Data, 2013 

 

Results in Table 4.1 revealed that Respondent’s ages differ. Results revealed that out 

of 200 Respondents; (12%) were between 18-25 years old, (18%) were between 26-

36 years also, (51%) were between 37-47 years old and (19%) were above 48 years. 

The highest numbers of Respondents were observed to be those of the age between 

37-47 years old. However, the lowest numbers of Respondents were observed to be 

those below 26-36 years old. These findings show that all people were allowed to 

have accounts in Microfinance Bank regardless of their ages.  

 

4.2.3  Level of Education 

Respondents were asked to state the highest level of education they had attained. 

Particularly they were to mention the level of education as per the Tanzanian 

education system. A researcher was interested to know the number of Respondents in 

relation to their education level. The results were presented in Table 4.2. 

 

Table 4.2:   Distribution of Respondents by Level of Education (N=200) 

Category Frequency Percentage 

Less or equal to standard seven 32 16 

Secondary education 18 9 

Certificate in any training 30 15 

Diploma holder 61 30.5 

Degree 43 21.5 

Masters 12 6 

PhD 4 2 

Total 180 100 

Source: Field Data, 2013 
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Results in Table 4.2 revealed that Respondents differ in education qualifications. The 

findings noted that out of 200 Respondents; (16%) had less or equal to standard 

seven, (9%) had secondary education, (15%) had certificate in any training, (30.5%) 

had Diploma, (21.5%) first degree, (6%) Masters and (2%) had PhD. The highest 

numbers of Respondents were observed to be those with Diploma followed by first 

degree. However, the lowest numbers of Respondents were observed to be those with 

PhD. These findings show that all people can be obtained in Microfinance Banks no 

matter of their level of education. However, this findings as well implies that people 

who have accounts in Microfinance Bank knows to write and read. This is good for 

the Microfinance Bank to have skilled people who know to read and write. 

 

4.2.4  Experience in Microfinance Bank 

Respondents were asked to state their experiences on working in Tanzania Cotton 

Board. They were asked to choose from the range of experiences in years such as; 

less than a 5 years; 6 - 10 years; 11 to 20 years and above 21 years. Results were 

presented in Figure 4.2 where by Y axis represent percentages of Respondents and X 

axis represent experiences in years. 

 

Figure 4.2:  Respondent’s Ages 
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Results in Figure 4.2 revealed that out of 200 Respondents; (18%) had experience of 

less than 5 year, (16%) had experience between 6-10 years, (46%) had experience 

between 11-20 years and (20%) had experience above 21 years. The highest numbers 

of Respondents were observed to be those with experience between 11-20 years 

followed by those above 21. However, the lowest numbers of Respondents were 

observed to be those between 6-10 years. These findings show that Customers have 

enough experiences with Microfinance Bank. This implies that Researcher will be 

working with experiences Respondents of the Bank. Therefore, there is a possibility 

of getting reliable data. 

 

Qualitative exploratory research using questionnaire was applied. 500 respondents 

were selected for study after initial screening. They were all bank customers. The 

study revealed that education, gender, income plays an important role in usage of 

internet banking. .The research corroborated the conceptual framework stating that if 

skills can be upgraded there will be greater will to use internet banking by 

consumers. Nachiket (2000) found that that Reserve Bank of India survey revealed 

that of 46 major banks operating in India, around 50%were either offering Internet 

banking services at various levels or planned to in the near future.  

 

4.3  Types of the Services Provided by E-Banking in NMB 

Under objective one, study sought to investigate the type of the services provided by 

e-banking in Microfinance Bank. First of all, customers were asked whether they 

have knowledge on e-banking. It was reveled that all Respondents agreed. Secondly, 

respondents were asked whether they know whether their bank use e-banking. The 

results revealed that all Respondents agreed. These findings show that Respondents 

they have knowledge on e-banking and they know that their bank is using e-banking. 

 

The findings imply that Clients use modern communication media for remote 

communication with the bank: a modem, telephone, computer or payment card. A 

characteristic feature of these services is the client’s uninterrupted round-the clock 

account access, independent of banking business hours and the ability to execute 

local and international payments directly from the comfort of the home or office. 
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This reduces cash handling and transport costs, lowers the risk of theft or accepting 

counterfeit bank notes, increases speed and enhances the comfort of making 

payments. Electronic communication means are particularly coming to the forefront. 

These are more convenient, faster, and often cheaper for clients. Banking experience 

shows it is suitable to use combinations of several communication means, depending 

on individual segments, clients, and types of operations, products and situations. 

Electronic banking is a service that specifically uses electronic communication 

forms. Electronic banking can be divided on the basis of the instruments used: 

telephone connection, personal computers, means of payment [bank cards] and self-

service zones. 

 

Thirdly, Respondents were asked to indicate the type of the services provided by 

their bank on e-banking. Results revealed that Electronic banking means 24-hour 

access to cash through an automated teller machine (ATM). Therefore, the Bank uses 

ATM to provide the service to their customers for 24 hours. Automated teller 

machine is an electronic banking outlet, which allows customers to complete basic 

transactions without the aid of a branch representative or teller. There are two 

primary types of automated teller machines, or ATMs. The basic units allow the 

customer to only withdraw cash and receive a report of the account's balance. The 

more complex machines will accept deposits, facilitate credit card payments and 

report account information. To access the advanced features of the complex units, 

customers will usually need to be a member of the bank that operates the machine. 

ATMs are scattered throughout cities, allowing customers easier access to their 

accounts. Anyone with a debit or credit card will be able to access most ATMs. 

Using a machine operated by the bank is usually free, but accessing funds through a 

unit owned by a competing bank will usually incur a small fee.  

 

SMS banking uses short text messages sent through the client’s mobile phone. SMS 

text messages can be used for both passive and active operations similarly as with 

classic telephone banking. A client can automatically receive information about his 

account balance: an SMS is sent to the client immediately after a certain operation is 

performed, or on request: a client sends the bank a correctly formatted message 
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which processes it and answers the client’s request by SMS. Information sent on 

request mostly concerns current interest rates or currency exchange rates. Providing 

these is simple for the bank because this is publicly accessible information that needs 

no protection. A client however can request information about the balance in his 

account, which is not public information and must be protected when it is provided. 

Passwords are used for this purpose or technologies based on the principle of an 

electronic key. A client however is required to know the code of every transaction 

including constant and variable symbols.  

 

Home banking is a service that enables a bank client to handle his accounts from a 

computer from a place selected in advance, at home or in the office. The main 

features of home banking systems are the high level of security, comfort, simplicity 

of use, openness of the system, wide communication possibilities, networking, 

definition of users and their rights, automated data transmission and the option to 

define a combined signature specimen. A home banking system usually consists of 

two parts: a bank computer program and a program in the client’s computer. The 

bank program works as a communication server. It receives calls from clients, 

verifies their identity, receives data from them, authenticates digital signatures, 

generates digital receipts and sends data to clients. A home banking computer system 

is a multi user application, meaning that several of the client’s employees can work 

with it, in particular: administrator can define new employees, change rights, sender 

– ensures communication with the bank and transmission of prepared data, 

accountant – can type payment orders and orders for collection, b) viewer – can 

browse through statements and announcements received. This system is open and 

can be expanded in the future without great cost. 

 

Internet banking can be used from the home or the office, as well as an internet café, 

although the latter is not recommended for security reasons. In order to handle his 

account a user just needs an internet browser (such as MS Explorer or Netscape 

Navigator). A client cannot avoid visiting the bank though, because he must first ask 

for an identification code. After opening the bank’s web site the client simply selects 

internet banking and, further to proper identification, can perform passive or active 
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operations. Good internet banking should provide a maximum of services. No less 

important are the graphic interface, clarity, simplicity, and unambiguity of usage. 

The intelligibility of texts determines simplicity and speed of understanding of the 

meaning of menu items, data fields, and general text information displayed to the 

client. Safety for concrete applications is assured by client authentication, 

verification of data and data protection by encryption. Client identification is done 

using passwords or codes. The client chooses some of these and the bank assigns 

others. It is recommended to choose a password made up of various types of 

characters, which can be a combination of numbers, lower case and capital letters, 

and special symbols. Banks usually protect large volume transactions with additional 

security means, such as an encryption (authentication) calculator, or a token, which 

generates nonrecurring random passwords, which a client types on confirming an 

order. The token itself is protected by certain security features. Work with it is only 

enabled after the client types a four-digit PIN code, whereby the user can change the 

PIN at any time. In the event of three failed attempts to type the correct PIN the 

token blocks itself. After 60 seconds of inactivity a token automatically switches 

itself off and once switched back on, it again requests the PIN. When a client 

generates several (for example 10) authentication codes in succession and types none 

of them into the client system, the key becomes desynchronized. This protection 

serves to prevent use of the key for other purposes. A cheaper and, based on its 

dimensions, more practical alternative to a token is a grid card. This is a card with a 

mesh drawn on it with fields with random generated characters. The user authorizes 

an active operation by typing the right code from the field of the card the operator 

requests from him. 

 

Payment Instruments and Self-Service Zones apart from those already mentioned, 

there are other more or less widely known forms of electronic banking, including a 

payment card, an electronic wallet and a self-service zone. A payment card is 

currently one of the most widely used payment instruments designated for authorized 

holders through which they can perform non-cash payments or cash withdrawals 

from an extensive network of automated teller machines. An electronic wallet 

represents a chip card similar to a payment card that contains a record of a financial 
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sum that is available to its owner. A self-service zone is a fully automated alternative 

work place of a bank with terminals and devices that clients can use to get various 

bank services. It enables active and passive operations offered by the bank to be 

made without the presence of a bank employee. Devices are constructed for very 

easy use with simple intuitive controls (user friendly). Equipment includes modern 

security systems outside and inside a self-service zone. A payment card in 

combination with a password is used to access a self-service zone. It is also possible 

to use other authentication devices, such as an electronic key, but also a fingerprint. 

Self-service zones are available 24 hours a day, 7 days a week. In expert circles it is 

sometimes possible to encounter another form of electronic banking: fax-banking. A 

fax is however mostly used as an addition to other forms, such as telephone banking, 

when a client agrees with the bank that all output would be sent to him by fax. 

 

4.4  The Customer’s Perceptions in Receiving the Services from E-Banking in 

NMB 

Under objective two, study sought to investigate the customer’s perceptions in 

receiving the services from e-banking in NMB. Therefore, Respondents were asked 

to indicated their feelings on satisfied with the services provided by your Bank via e-

banking system. They were to select either YES or NO. Results showed that (88%) 

were satisfied with e-banking system while (12%) were not. These findings show 

that more Respondents were satisfied with e-banking system. However, it was 

revealed that (64%) of Respondents did not aware with e-banking even though they 

used to while (36%) had. These findings show that more Customers were not aware 

with e-banking even though they are used to. 

 

However, Respondents were asked to indicate to what extend are they satisfy with e-

banking in their Bank by selecting very dissatisfied, very satisfied, dissatisfied, 

satisfied and neither satisfied nor dissatisfied. Results were clustered and presented 

in Figure 4.3 where by Y axis represent percentages of Respondents and X axis 

represent different opinions. 
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Figure 4.3:  Percentage of Respondent’s in Different Opinion 
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 Source: Field Data, 2013 

 

Results in Figure 4.3 revealed that Respondents differ on the level of satisfaction on 

e-banking. It was revealed that (23%) of Respondents indicated very much 

dissatisfied, (24%) very much satisfied, (17%) dissatisfied, (36%) satisfied and (0%) 

were neither satisfied nor dissatisfied. These findings show not all customers were 

equally satisfied with e-banking system in the Microfinance Bank. These imply that 

use of e-banking is has perceived value in using. These were also accompanied by 

statement that that comfort ability of customers is also another factor associated with 

the use of E-banking products.  

 

The study indicated that (90%) of respondents were very comfortable with the use of 

E-banking products. However, (10%) of respondents mentioned that they do not feel 

comfortable using E-banking. The comfortability derive from E-banking usage 

lessen time spend for banking. Customer satisfaction is a key to a development of a 

facility. Microfinance bank has Customer Service Department where the needs of 

customers are channeled and address. This applies to all the E- banking products. 

Therefore it is not surprising to show that customers were very satisfied with the E-

banking products they are using. 
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Nowadays banks are working hard to attract customers and retain their market share 

by providing them with various innovative services through e-banking. The banks 

are combining new electronic delivery channels almost everyday to their existing 

services. Bank services are now just at the distance of one click from the mouse. 

Though e-banking is getting popular and spreading very fast, in Tanzania most 

people do know it and people who know about it are reluctant to use it due to 

misconceptions like password hacking, privacy, security etc. From the findings of the 

study, it was inferred that the customers are satisfied with the quality of e-banking 

services. But they face technical as well as administrative and procedural problems. 

Further to promote e-banking services, it is of importance that the banks must ensure 

quality in customer service. ‘Quality in work’ and ‘satisfaction of the customers’ are 

the two key words, which must be given sternest attention to promote a product. 

 

Riquelme (2006) investigated that the majority of customers in the sample are 

satisfied or very satisfied with the service and online systems attributes. The 

investigation does not support previous findings that more satisfied customers tend to 

use more products and services or that using internet banking for a longer period is 

associated with higher levels of satisfaction. It appears that companies that offer a 

wide product portfolio and relevant website content accompanied by prompt and 

courteous response create satisfaction online. Black et.all (2001) conducted the study 

to know; what are the customer’s perceptions about internet banking and what the 

drivers that drive consumers are.  

 

The findings as well revealed that E-banking has several advantages over the 

traditional way of banking. The dominant advantage (80%) from the study was E-

banking saves time while (20%) indicated not. This implies that customers spend less 

time banking. Other pronounced advantages of E- banking are that it is cost-

effective. This was indicated by (82%) of Customers who indicated it was cost 

effective against (18%) who indicated not. Thousands of customers can be dealt with 

at once. There is no need to have too many clerks and cashiers. The administrative 

work gets reduced drastically with E-banking. It was also indicated that (100%) 

indicated expenditures on paper slips, forms and even bank stationery have gone 



 

47 

down.  This is true because e-banking use computer and internet therefore manual 

work have been reduced down. E-banking helps raise the profit margin of the bank 

by a surprisingly large number in addition. It was also indicated that (94%) of 

Respondents indicated that e-banking have cause shorter queues in the banking hall, 

easy access to money and account details anytime and saves time, reduction in 

joining long queues and quick in banking transactions. 

 

4.5  The Challenges Facing Customers in Receiving Services E-Banking in 

NMB  

Under objective three, study sought to investigate the challenges facing customers in 

receiving services e-banking in NMB. Therefore, Respondents were asked to indicate 

their feelings on whether there any factor hinders then in receiving service via E-

Banking system. They had to select either YES or NO. Results showed that all 

Respondents agreed that there were challenges facing them on receiving service via 

E-Banking system. Furthermore, Respondents were asked to mention them. Results 

were presented in Figure 4.4 where by Y axis represent percentages of Respondents 

and X axis represent different challenges. 

 

Figure 4.4:  Represent Different Challenges 
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Results in Figure 4.4 revealed that Respondents differ on the challenges facing them 

on e-banking system in Microfinance Bank. Challenges which are recognized and 

need to be managed by the banking institution in a prudent manner was revealed. In 

this study, most respondents (54%) mentioned that the main challenge facing E-

banking system in Microfinance Bank is unreliable network system. This is true 

because internet connection which linked the systems together could easily fail 

resulting in collapse of the E-banking network system. However, the internet service 

is not provided by Microfinance Bank. The bank relies on this service provider so 

any hitch in their system has effect on the network of the bank. Furthermore, (20%) 

indicated that charges which attracted for using E-banking products were very high 

according to some respondents. Although the study was not able to ascertain how 

much is being charge for the E-banking products, almost all the banks charge for the 

use of the E-banking products with the exception of Barclays Bank that abolished 

ATM charges recently.   

 

E-banking frauds have seen as problem for many customers. Bank fraud is the use of 

potentially illegal means to obtain money, assets, or other property owned or held by 

a financial institution, or to obtain money from depositors by fraudulently posing as a 

bank or other financial institution. In many instances, bank fraud is a criminal 

offence. While the specific elements of a particular banking fraud law vary between 

jurisdictions, the term bank fraud applies to actions that employ a scheme or artifice, 

as opposed to bank robbery or theft. For this reason, bank fraud is sometimes 

considered a white-collar crime.  

 

This was indicated by (16%) of Respondents who asked to provide their challenges 

as far as e-banking was concerned.  As financial institutions increasingly offer online 

banking services to their customers, they must face issues of consumer confidence in 

the Internet. Consumers are concerned about identity theft and wonder if the Internet 

is safe for online banking. The answer is yes if financial institutions, in cooperation 

with their customers, make it safe. Therefore, building the best controls to prevent 

fraud and protect customers is of critical importance. 

 

http://en.wikipedia.org/wiki/Bank
http://en.wikipedia.org/wiki/Fraud
http://en.wikipedia.org/wiki/Criminal_law
http://en.wikipedia.org/wiki/Criminal_law
http://en.wikipedia.org/wiki/White-collar_crime
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It was further revealed that online banking fraud is divided into three categories, each 

of which poses a unique threat to customers and institutions.  Identity Theft is the 

most broadly defined of the three types of online banking fraud. Identity theft gets 

the most attention from the media and is of highest concern to consumers. Identity 

theft can be very simple or quite complex, as these examples illustrate:  A collection 

agency calls and tells a customer that she owes $5,000 in credit card debt. After 

doing some research, the customer finds that her identity was stolen and that the thief 

opened several credit card and checking accounts at different banks, passed bad 

checks, and accessed her online account and transferred the money out via bill pay. 

A customer has all of her savings withdrawn because someone in her doctor’s office 

had a similar name and obtained access to her confidential data. Once the identity 

thief got the information, he or she depleted the victim’s funds by transferring them 

into a new account and then withdrawing from that account. Identity theft can be 

extremely difficult for its victims. It can take months or even years to correct the 

damage it can cause. If the thief has acquired enough information to satisfactorily 

answer the questions asked by the financial institution, he or she will be able use the 

information to commit fraud. Because the level and types of questions asked can 

determine whether or not an identity theft succeeds, those questions must be crafted 

so that only the true person will know the answers. 

 

It was further exposed that there were friendly Fraud. This kind of fraud, also known 

as “civil fraud” or “family fraud,” refers to fraud committed using information that 

belongs to a trusted friend or family member. As much as financial institutions, 

independent organizations and the media communicate to consumers that they should 

not share confidential data, many people do share their information with close friends 

and family. A growing number of identity theft cases indicate that some close friends 

and family members will pretend to be the customer and steal from that individual. 

These are very time-consuming cases to research, but they can present a lower risk to 

the institution if the case is referred back to the customer to handle in a civil (rather 

than criminal) manner.  
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Other challenges revealed that (10%) indicated limit of the money was also seen as a 

challenge for the customers. The limit of money that could be withdrawn was also 

seen as a challenge by some respondents. This was also emanated from the fact that 

the amount of money which a person requires to take in ATM outlet do not requires 

to be more than 1,000,000. This limits the amount of the money which Customers 

requires in ATM outlet. These findings were supported by the study done by (Sohail 

and Shanmugham 2003). The findings of their study revealed that may be due to the 

fact that Singaporean consumers routinely deal in small amounts due to limited funds 

in ATM outlets. The other challenges faced include; wrong debits, unreliable source 

of power 

 

Convenience is the key reason of why millions of people are opting out of traditional 

banking for online banking. Banks also enjoy providing the option of online banking 

because they can save on operating costs. Most internet banking fraud occurs in a 

two-step process. Firstly, the offender must get their hands on the customer's account 

information, like their username and password. Secondly, the offender will use that 

information to move his victim's money to another account or withdraw it to make 

fraudulent purchases. For the first step, offenders often employ one of the many 

popular fraud schemes to obtain personal information. These fraud schemes include, 

but are not limited to: . Over the shoulder looking" scheme: involves the offender 

observing his potential victim making financial transactions and recording the 

personal information used in the transaction. . "Phishing" scheme: stems from the 

two words "password" and "fishing." It entails sending e-mail scams and mail 

supposedly from the consumer's bank as a way to obtain the consumer's personal 

information, social insurance number, and in this case their online banking username 

and password (Kaleem and Ahmed, 2008). 

 

4.6  Strategies to Improve E-Banking in NMB  

Under objective four, study sought to investigate the strategies to improve e-banking 

in NMB. Firstly, Respondents were asked the time they required to spent to get the 

money from ATM. The results indicated that (76%) of respondents indicated that 

they actually spend less time using E-banking whiles (24%) mentioned they rather 
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spend more time using the E-banking system. Nevertheless, less time is actually 

spent using E-banking products. For instance requesting account details from 

Microfinance Bank requires only a few minutes (less than 5 minutes) for the 

information to be deliver onto the customer’s phone.  This is a small time required to 

spend when taking money from ATM. According to the result, most respondents 

(66%) indicated that they spend an average of 1-5 minutes to transact business using 

E-banking system. This might be due to the user friendly nature of most the E-

banking products. Customers do not require a lot of time using E-banking products. 

 

Secondly, Respondents were asked whether there were strategies to improve e-

banking in NMB. Results were presented in Figure 4.5 where by Y axis represent 

percentages of Respondents and X axis represent different strategies. 

 

Figure 4.5:  Represent Different Strategies. 
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With regards to ways of improving upon E-banking usage, Results show that 

majority of the respondents (44%) pointed out that education and marketing of E-

banking products to customers would increase patronage and usage of the products. 

Education of the public concerning the benefits of various E-banking products would 

attract more customers to bank with Microfinance Bank. Internet banking refers to 
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the systems that enable bank customers to get access to their accounts and the 

general information on bank products and services through the use of bank’s website, 

without the intervention or inconvenience of sending letters, faxes, original 

signatures and telephone confirmations. It is the type of services through which bank 

clients can request information, and carryout most retail banking services such as 

balance inquiry, inter account transfer, bill payments within the comfort of their 

homes or organization. Therefore, the education and marketing information for 

customers helps to use to understand more on e-banking system and how to use it.  

 

However, it was noted that (28%) indicated that more ATM outlets should be 

introduced at advantage locations within the city. This would also reduce the distance 

customers would use to access the facility and entice more customers to bank with e-

banking. It was found that the best-located ATMs increase productivity. It was noted 

that determining productivity lower-volume ATMs in remote locations can help meet 

service requirements or increase market share, for example the size of the gap 

demonstrates the potential to increase profitability. Simply put, banks can create 

significant value by improving their lowest-performing ATMs. Few banks have 

explored the science behind ATM locations. Part of this is practical: When 

determining ATM locations, most banks use more general geographic and 

demographic divisions such as ZIP codes and municipal boundaries. While these 

divisions tell the Bank where people live, work or shop in a particular area, they do 

not get down to the granular level necessary to predict traffic flows, or explain how 

people get from one point to another. And when site selection is determined by 

distribution teams that are also responsible for channel performance, decisions are 

often dominated by personal bias and conventional wisdom rather than firm data 

about traffic flows, user behavior and competitive dynamics.  

 

It was also noted that (10%) of Respondents indicated to increase security on use of 

E-banking products, (12%) indicated improve on network connections and (6%) 

indicated other benefits such as; introduce prompt transaction data onto phones and  

regular maintenance of ATM. Automated teller machines (ATMs) became popular in 

recent years in Tanzania. Banks and their customers gained clear advantages over 
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ATM use. Distribution costs fell dramatically as ATMs replaced overhead-heavy 

bank branches, while returns on investment grew rapidly as the cost of new machines 

was balanced easily by reductions in branch staff. Customers were happier, too, as 

money became more easily accessible. Although the market for ATMs has matured, 

they have found plenty of avenues banks can still take to make ATMs more 

profitable. It was discovered that ATM location had a significant impact on revenues. 

By using more detailed data and borrowing advanced theories from outside of 

banking, including game theory and advertising, it found that optimized ATM 

networks can improve profitability and increase competitive advantage. 

 

In making E-banking products for transactions, the manufactures or the service 

providers are always concerned about hackers and anti-social elements. Therefore 

security features are always provided to prevent theft. In the process of acquiring the 

E-banking products, certain confidential information is required in addition to user 

name and passwords. This is available to the customer only. In addition, most of the 

banks try to make their sites secured by implementing latest network security 

software to prevent hackers from entry. Those who feel E-banking usage was not 

secure mentioned that fraudster could easily tracked customers pins and access their 

accounts.  

 

They also believe that any close pal of the customer who knows the pin could access 

the accounts. E- Banking fraud is carried out in two major steps. Firstly, the offender 

must get their hands on the customer's account information, like their username and 

password. Secondly, the offender will use that information to move his victim's 

money to another account or withdraw it to make fraudulent purchases. However, 

protection of this information makes E-banking very secure and safe. 

  

Kaleem and Ahmad (2008) argued that in undertaken E-banking transactions, 

customers are always concerned about hackers and anti-social elements. Hacking 

enables the unethical hackers to penetrate the accounts of online bankers, and spend 

their money. Availability of confidential information which is just secured by a user 

name and password makes it vulnerable to such threats. 
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Most of the banks try to make their sites secured by implementing latest network 

security software. Learn to keep your cards, documents and passwords safe, and 

monitor your accounts to safeguard yourself from bank fraud committed through 

identity theft. Most importantly, find out how to protect your personal information to 

avoid identity theft from happening to you (BSP, 2006). E-bankers should install 

virus scanners and keep them and their systems up-to- date especially PC banking. 

They should avoid practices that easily lead to security hazards in particular they 

should not start up arbitrary executable attachments received via electronic e-mail. 

Users should check fingerprints of certificates against the fingerprints that are 

(should be) given by the bank on official paper documents (Claessens et al., 2002; 

BSP, 2006).  
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CHAPTER FIVE 

 

SUMMARY, CONCLUSION, RECOMMENDATIONS AND POLICY 

IMPLICATIONS 

 

5.1 Introduction 

This chapter is organized into five major sections. Section 5.1 provides introduction 

to the chapter, section 5.2 highlights the summary of study findings and section 5.3 

provides the overall conclusion to the study.  Section 5.4 highlights the 

recommendations and last section 5.5 points out suggestions of areas for further 

studies. 

 

5.2 Summary of the Key Findings 

The findings revealed that the study involved (43%) were Female and (57%) were 

Men. These findings show that customers in Microfinance Bank were dominant. It 

was also revealed that the highest numbers of Respondents were observed to be those 

of the age between 37-47 years old. 

 

However, the lowest numbers of Respondents were observed to be those below 26-

36 years old. These findings show that all people were allowed to have accounts in 

Microfinance Bank regardless of their ages. The highest numbers of Respondents 

were observed to be those with Diploma followed by first degree. However, the 

lowest numbers of Respondents were observed to be those with PhD. These findings 

show that all people can be obtained in Microfinance Banks no matter of their level 

of education. 

 

The highest numbers of Respondents were observed to be those with experience 

between 11-20 years followed by those above 21. However, the lowest numbers of 

Respondents were observed to be those between 6-10 years. These findings show 

that Customers have enough experiences with Microfinance Bank. This implies that 

Researcher will be working with experiences Respondents of the Bank. Therefore, 

there is a possibility of getting reliable data. 
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Findings revealed that the revealed the type of the services provided by e-banking in 

Microfinance Bank. It was revealed that customers had knowledge on e-banking and 

they know that their bank is using e-banking. The types of the services revealed 

include; ATM services, SMS banking, Internet banking, home banking, internet 

banking payment card, an electronic wallet and a self-service zone 

 

The findings as well revealed that (46%) were satisfied with e-banking system while 

(54%) were not. However, it was noted that the level of satisfaction was not equally 

as (23%) of Respondents indicated very much dissatisfied, (24%) very much 

satisfied, (17%) dissatisfied, (36%) satisfied and (0%) were neither satisfied nor 

dissatisfied. These findings show not all customers were equally satisfied with e-

banking system in the Microfinance Bank. These imply that there are challenges 

facing customers on the use of e-banking system in the bank. Comfortability of 

customers is also another factor associated with the use of E-banking products. The 

study indicated that (90%) of respondents were very comfortable with the use of E-

banking products. However, (10%) of respondents mentioned that they do not feel 

comfortable using E-banking. The comfortability derive from E-banking usage 

lessen time spend for banking.  

 

Another finding was the effectiveness of E-banking. They mentioned that they were 

highly satisfied with services offered by E-banking products of the bank. E-banking 

products were very comfortable in usage, saves a lot of time and convenient. 

Averagely, a customer spends less than 5 minutes transacting business with the use 

of E-banking products.  

 

They have enough security features which prevent easy theft. Notwithstanding the 

benefits associated with E-banking, it has some challenges. The paramount among 

them is the network failure. In course of a transaction, the network could easily break 

down resulting in incomplete transaction. Others mentioned by respondents included 

limit on amount of cash withdrawn, wrong debits being made and increase in bank 

charges for the use of the E-banking products.  
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Customers proposed ways to address some of these challenges. Notable among them 

was customer education and marketing of E-banking products. They were of the 

view that if proper and enough education were done concerning E-banking products 

in Microfinance Bank, it would attract a lot of customers. Other measures were, 

Microfinance Bank should have more ATM outlets, regular maintenance of ATM 

facilities, improve on network connections, reduce E-banking charges, increase 

security features on E-banking products and introduce prompt transaction data onto 

phones.  

 

5.3  Conclusion 

The research pointed out on the benefits of internet banking to users; convenience, 

time saving, cost saving and quick to use. It also clarified on factors that affect 

internet banking adoption among customers. Much of the respondents concurred on 

security and marketing exposure as the main factors that affect their decision to take 

up internet banking. As the internet banking is new to Tanzanians, Customers fear to 

entrust it with wealth as indicated their concern on security aspects of internet 

banking. Those who use internet banking are still not yet confident to wholly conduct 

their banking business on the internet. A lot also needs to be done if banks are keen 

to tap the benefits of technology in business. From the findings it can be concluded 

that most customers are not aware of the benefits of internet banking, they do not 

have any justification for leaving their convention ways to take up internet banking. 

From the study it was shown that internet banking is popular with men than women. 

This may be because men have the courage to take up new technology even with 

little information about it. Men usually are keen to experiment than women. The 

research study also vividly exhumed that internet banking is familiar with the young 

generation between the age of 18 and 25. The rational for having more people 

adopting internet banking in this age group is because these are people who were 

born during the digital era and they understand technology faster than those who are 

in their late thirties. Respondents also brought strategies to improve internet banking 

adoption on board. In their view they maintained that banks should market their 

service in order to realize the desired target levels in internet banking adoption.  
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However, friendly fraud is conducted via the Internet pose significant threats to the 

financial services industry and the customers. However, while there are certainly a 

great number of unknowns, many serious threats are known and containable, and can 

be mitigated with the good banking practices. While the Internet offers great 

opportunity, its pervasiveness also poses a real threat to every business, whether or 

not it offers online services. In contrast to other technologies, lack of participation in 

online technology will not protect a financial institution from its dangers. For 

example, a customer’s account can be compromised if someone fraudulently uses her 

account for an online transaction, whether or not the institution where the account is 

held offers online banking. Further, an institution that does not offer certain services, 

such as online bill payment, will likely find that its customers often look to the 

institution for help when problems arise with that technology.  

 

5.4  Recommendations 

Communication campaigns have to be launched by banks since majority of the 

customers proved to unaware of the advantages that attached to internet banking 

services and its usefulness to bankers. It is vital to increase efforts to promote 

Internet training and provide learning systems for general public who do not have 

possibilities to get relevant education either at school or at work. Education would 

increasingly be a key contribution to the recruitment of new users. As it is 

increasingly difficult for persons who do not have Internet access or skills to keep up 

with the development of society, therefore it is crucial to pay attention to bridging the 

digital divide. High-end heavy users are already motivated to keep up and train 

themselves. Flat-out efforts should be done to improve the accessibility of internet to 

the public because some who failed to adopt internet banking cited lack of internet 

experience. Some who was interviewed highlighted that they cannot take up the 

technology because they do not have infrastructure to access the internet. There must 

be strong security to do away with hackers who want to access information. Back up 

must be there in times of power cuts since customers will not be able to access their 

currents if the server with bank is down. Effective laws can vastly accelerate the 

development of Internet banking especially laws concerning digital signature. 

Effective privacy protection laws considering the Internet environment would help to 
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build trust and consumer confidence. Engage more with customers to identify critical 

areas of need to improve the delivery of e banking products. 

 

5.5  Policy Implications 

Policy should be made in Microfinance Bank to improve knowledge of all staff to 

handle e-banking properly. The banking industry is characterized as one of the most 

knowledge intensive sectors. From this perspective, banks’ performance is directly 

related to the performance of knowledge. Knowledge management has been used as 

a high-promise business concept. In an era of business transition, the effective 

management of knowledge is proposed as a strategy that exploits the organizational 

intangible assets. However, the term ‘knowledge management’ has been used in 

order to describe many different applications. In some cases, the tag of ‘knowledge 

management product’ is attached to several software programs purely for marketing 

reasons. This issue brings together academics, practitioners, researchers, and aims to 

deliver a reference edition for all those interested in the exploitation of knowledge 

management for the banking industry.  

 

5.6  Suggestion for Further Study 

The study was on assessment of e-banking and its challenges in Tanzania; the case of 

Ilala Microfinance Bank in Dar es Salaam region. Further research should be carried 

out to find out how new E-banking products customers need to make Microfinance 

Bank unique. 
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APPENDICES 

 

Appendix 1:  Questionnaires 

I am a Student from the Mzumbe University pursuing a Master of Science in 

Accounting and Finance. I am in research study as part of fulfillment of the Study. I 

am bringing these questionnaires to you in order to fill it to facilitate my study. The 

purpose of this questionnaire is to give you a chance to tell how you feel on e-

banking and its challenges in Tanzania; the case of Ilala Microfinance Bank in Dar es 

salaam region. On the basis of your answers, I hope to get a better understanding on 

the factors affecting Customers on e-banking use in Ilala Microfinance Bank in Bar 

es salaam region. The information that will be gathered will be used for academic 

purpose only. Your response will be totally anonymous and the highest degree of 

confidentially and will be maintained. I therefore request you to answer the following 

questions as honestly and as openly as you can. 

 

 

 

 

 

 

Thank You for Your Corporation 
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QUESTIONNAIRES FOR CUSTMERS OF ILALA MICROFINANCIAL 

BANK 

Section I: Personal characteristics 

1.  Gender? Please tick. 

(i.) Female        (            ) 

(ii.) Male        (            ) 

 

2. What is your level of Education? 

(i.) Less or equal to Standard seven    (            ) 

(ii.) Secondary Education      (            ) 

(iii.) Certificate in any training     (            ) 

(iv.) Diploma       (            ) 

(v.) First degree       (            ) 

(vi.) Master degree       (            ) 

(vii.) PhD        (            ) 

 

3. Your experience with Ilala Micro financial Bank 

(i.) Not less than 5 years      (            ) 

(ii.) to 10 years       (            ) 

(iii.) 11 to 20 years        (            ) 

(iv.) Above 21 years      (            ) 

 

4.  Do you have knowledge on e-banking? 

(i.) Yes        (            ) 

(ii.) No        (            ) 

 

5.  Is your bank use e-banking? 

(i.) Yes        (            ) 

(ii.) No        (            ) 
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6.  Are you satisfied with the services provided by your Bank via e-banking 

system? 

(i.) Yes        (            ) 

(ii.) No        (            ) 

 

7.  If YES, to what extend are you satisfy with e-banking in your Bank? 

(i.) Very dissatisfied      (            ) 

(ii.) Very satisfied       (            ) 

(iii.) Dissatisfied       (            ) 

(iv.) Satisfied       (            ) 

(v.) Neither satisfied nor dissatisfied    (            ) 

 

8.  Mention the services provided by your Bank through E-Banking system 

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

 

9.   Are there any factor hinders you in receiving your service via E-Banking 

system? 

(i.) Yes        (            ) 

(ii.) No        (            ) 

 

If YES, Mention them 

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________ 
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10.  Do you think that there are factors to improve E-Banking system in your? 

(i.) Yes        (            ) 

(ii.) No        (            ) 

 

If YES, Mention them 

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

 

11. Provide your opinions on E-Banking use in your Bank 

______________________________________________________________

______________________________________________________________

______________________________________________________________

______________________________________________________________ 

 

 

INTERVIEW QUESTIONS FOR THE STAFF OF ILALA MICROFINANCE 

BANK 

1. What do you think are the challenging factors on utilization of E-Banking in 

your Bank?  

______________________________________________________________

______________________________________________________________ 

 

2. What do you think are strategies to improve the implementations of E-

Banking in your Bank?  

______________________________________________________________

______________________________________________________________ 

 

 

Thank You for Your Corporation 


