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1 INTRODUCTION

In recent years technology has paced in such paths that have provided many
new opportunities for business development and overall evolution. The ever-
challenging economic and technological environment seeks for new solutions in
satisfying the customer needs. The business world today is very competitive and this
leads to the continuous search of new methods in order to offer better products and
services. The lack of time and the increasing costs have led the customers to seek for
less expensive and time consuming solutions, the most important of which being the
electronic commerce.

The globalization of the market environment could never become a reality
without the Internet. The emergence of new technologies especially over the last two
decades had an unprecedented impact in the way people communicate, interact with
the environment, and do business together. In the financial sector it has created what it
became known as the ‘new economy’ a term which describes the range of business
activities and transactions based on the new model of economy, which is a result of
the convergence of technology (Hart et al., 1997). Internet expansion and integration
in all forms of businesses, contributes to the enlargement of markets. It has become a
primary tool for businessmen and marketers. It serves large companies and
corporations in their expansion plans in global markets and their increase in market
share. New technologies can help towards this direction and introduce new ways of

trade and commerce.
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With a few years of delay —compared to other developing and developed
nations- the Greek business started realizing the use of the Internet advertising.
They started building web sites and thousands of firms started promoting their

products and services on a global basis and through the use of the Internet.

The next evolution was the e-commerce. “Electronic commerce, or e-commerce,
as frequently stated, is a new and already thriving form of conducting business; from
its business perspective e-commerce is utilizing the Internet towards the automation of
procedures and the establishment of business transactions and workflows via
telephone” (Hartman et al., 2000). Thus the application of new technological
advancements is facilitating the speedy and easy access to goods and services, while
at the same time it reduces the costs and improves the quality of goods and services
provided.

The Greek businesses seemed to hesitate to adopt the e-commerce and many of
them seem to lose the game. The ultimate aim of the e-commerce is the creation of an
added value for the consumers with the adaptation of Information Technology (IT)
and the Internet applications to the daily operations of the businesses that will create a
source of competitive advantage for the firms that are using it. However, most of the
businesses seem to fail in applying it properly. First of all, Greek firms have failed to
assure their customers that Internet Transactions are as safe as the traditional ones.
Since customers don’t trust internet transactions due to internet frauds, they feel
reluctant to adopt internet services and firms have neither adjusted their safety and IT

policies to fight frauds nor do they effectively communicate enough their safety
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measures. In addition, businesses in Greece have also failed to communicate the
benefits and value of the internet services to their customers. As a result, customers
resist even to a change in their life that is actually going to improve their real lives.
Furthermore, certain group of customers like older segments in age and women are
not familiarized with internet transactions. As a result, firms have failed to educate
potential users about potential benefits and how to use that tool. Besides, the Greek e-
service portals are not user-friendly and they also use too many graphics making
internet transactions very slow.

One of the mostly used fields of e-commerce in Greece is the e-banking used by
more and more customers. Due to the lack of time many customers and mostly
business ones choose to make their banking transactions through the Internet. Even
though this type of transactions seems to be safe many of them still feel insecure to
make important transactions through the Internet. Therefore, Greek banks are
constantly seeking to make their e-banking services safer and safer. The use of e-
banking was the result of the satisfaction of customer’s needs in the banking sector.
Their increasing responsibilities leave them little time to do their tasks, thus the
customers and mostly business customers seek to find solutions of less cost and time
consumption. After a few years of application of e-banking services the main question
is if the customers using it are satisfied by the services provided and in what ways can
these services be improved in order to increase the number of customers using e-

banking and their satisfaction.
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The motive of the researcher to choose this topic has been the lack of published
scientific research in the field of the Greek Business to Consumer Internet Banking
Services. Due to the fact that this field has been newly applied there is not much
research done in the field of how customers are satisfied by e-banking services and if
they are satisfied by them. In addition, as e-banking has been one of the newest and
most upcoming technologies issued there should be presented some results regarding
the satisfaction of customers as this can help the services evolve.

This research could bring a benefit not only to the upper management of the Greek
banks that design and apply e-banking but also to the customers themselves. First of
all, the upper management may be helped as they could understand if the customers
are satisfied by the services provided and how they could improve the services in
order to have more satisfied clientele. Moreover, it can also help the management to
decide on new services launched in e-banking in order to satisfy customers’ needs. On
the other hand, the customers can be helped because the services provided to them
will be better and in this way they can save time and money. At last, this research has
the opportunity to help in the overall study of customer satisfaction in services,
customer perceived quality in service and customer loyalty.

Within this project the writer will primarily focus on the services provided by
the Greek banks in the e-banking sector. Moreover, he will determine the factors that
affect perceived quality and how perceived quality impacts customer satisfaction.
Also customer satisfaction for e-banking services will be examined under the light of

Loyalty and Word of Mouth Communication.
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Finally, there will be some recommendations on how customer satisfaction can
be improved in order to increase the number of customers using the e-banking
services.

In this context, the route map of the project will be as follows: In the Literature
Review (Chapter 2) the terms of Service Quality will be analysed in contrast to the
E-Service Quality in order to understand the uniqueness of E-banking services
compared to traditional services. Also, customer satisfaction will be analyzed under
the light of end-user computing satisfaction and bibliography will be developed for
both Customer Loyalty and Word of Mouth Communication. As a result of the
secondary research, the project’s research questions will be developed. In Chapter 3,
the writer presents the basis of the research, methodological framework that consists
of various elements of the research of how the research has been conducted and what
measures have been used to acquire reliable primary data. In Chapter 4, the data of
the primary analysis will be presented in accordance to the research questions
developed and in Chapter 5, the conclusions per research question. Finally, in
Chapter 6, Recommendations will be provided to Executives and Institutions in order
for them to enhance both perceived quality and customer satisfaction as possible

precursors of Customer Loyalty for the E-banking services.
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2. LITERATURE REVIEW
2.1 SERVICE QUALITY

Service quality is one of the most discussed terms in the business literature,
since it is presented both as an abstract as well as an elusive concept. The latter fact is
attributed to the nature of services; services are intangible, services are heterogeneous
and of course there is a great deal of inseparability of production and consumption
(Walker, 1995). Intangibility of services means that in services there is a lack of
physical attributes or combination of ingredients in a manner there is too hard on
behalf of the consumer to pre-define quality (search quality) (Zeithaml, 2008). As a
result, consumers cannot pre-define the performance of a service prior to its
consumption (services strong in experience qualities). Examples of services strong in
experience quality can be found in restaurants, vacations, haircuts and
telecommunications. In many services, however, the service performance cannot be
judged even after their consumption such as TV repair services, Legal services, Car
Repair and Medical Diagnoses. The latter services seem to be strong in credence
qualities. As a result, customers lack of knowledge about the value of the service that
only the provider knows better and this fact leads to a big knowledge gap.

Heterogeneity of Services is a feature that underlines the fact that their
performance cannot remain predictable over time (Christopher Lovelock et. al, 2008).
Service production or “SERVUCTION” is based heavily on employees’ efforts,
mood, experience and behaviours. As a result, a store service in a peak hour provided
by an employee with no good mood might be very different comparing to a service

provided in the morning by an employee in a good mood.
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Unlike goods, where faulty products can be controlled and withdrawn before
arriving at the market, in services where operations take place in front of the
customers’ eyes quality blunders cannot be hidden or foreseen (Oliver, 1997). The
latter issue deals with the feature of Inseparability of consumption and service
production.

As a result, service quality is hard to get evaluated before consumption, cannot
remain stable over time and is also subjective rather than objective (Walker, 1995). As
a result, Perceived Service Quality concerns the discrepancy between customer
expectations of what a firm would provide and actual service output or performance
(Goran Svensson, 2006). As a result, a customer after the consumption of a service
might be Dissatisfied, Satisfied or even thrilled (Wong and Sohal, 2003). Dissatisfied
is the customer whose expectations (of what the provider should give) prior the
consumption exceed the actual service performance, whereas Satisfied is when
expectations meet the service performance after the consumption. On the other hand,
thrilled are the customers whose expectations are far less than the final service
performance.

The factors influencing heterogeneity in services, thus influencing service
performance and Perceived Service Quality were examined by many authors such as
Ganguli and Roy (2011) and Meyer et. al.(2003). According to these authors,
Parasuraman et al. (1988) was the first to develop such a method using a 22-item scale

for measuring service quality (SERVQUAL) in 5 distinct dimensions:
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1) Reliability: that is the capability of the business to deliver the service accurately and
precisely.

2) Responsiveness: The correspondence of the provider over the customer’s problem

3) Assurance: The confidence that the firm’s delivery system is able to provide
customers both with the promised and safe service,

4) Empathy: The emotional association of the contact personnel with the customer

and finally

5) The tangible elements involved during service delivery (facilities, personnel’s

appearance, equipment and promotional material)

On the other hand, Mayer et. al. (2003), proposed an extended model for predicting
services’ perceived value through expressive performance, work area and employee
appearance that is close to Parasuraman’s “tangible elements”, employee effort that is
close to Responsiveness and they also added customer participation. The latter is
based on the fact that customer’s participation during service delivery is very crucial,
since they must define exactly their needs and desires in order for the provider to
provide a customized solution (Shirshendu and Kumar, 2011). Duration is also a
factor influencing the variability of service quality, since it provides both the sense of
reliability and assurance (Walker et. al., 2006).

A very fast service sometimes is not the most desirable feature on behalf of the
customer, since it shows that the employee’s interest is the quantitative output rather
than the customer’s satisfaction. Alternatively, a very fast service should be combined
by employee effort and appearance and most importantly by empathy (Zeithaml et.

al., 2008).
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Besides, customers should be assured that the service delivery system is precise
and well organized in order to minimize customer perceived risk (e.g. functional and
financial risk) and as a result to maximize customer value. Figure 2.1 that follows is

very illustrative.

\ Expressive Performance /
P f
Employee Work Area Employee Se;\?icc?s 0
Appearance Appearance Effort Delivery (PSD)

Situational

Duration Cust'0¥ner' Empathy Descriptors

Participation of Variability

in Service
Performance
Reliability Assurance

Figure 2.1: The service delivery process

Source: Mayer et. al. (2003)

Lastly, the most important determinant of “Perceived Service Quality” is the
critical incidences occurred during the “moments of truth” or interaction with the
customer (Svensson, 2006). Memorable incidents taking place during interaction of
employees with a customer, may define when a consumer becomes satisfied or
dissatisfied and finally if he remains loyal to the service provider (Lovelock et. al.,
2008). As a result, incidents consist of crucial moments of 1) How employees react
during service delivery errors, 2) of how employees react when customers express
obvious requests, and 3) of how employees respond to customer’s spontaneous

responses (Zeithaml, et. al., 2008).
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For instance, front-line employees should always react politely when service
delivery errors happen and the most important is to compensate customers for these
errors as well as to show empathy and assurance that this is something that occurs
very rarely. The same is true for the second category as well, since customers wait for
obvious answers and reactions when they request something obvious (Kotler and
Keller, 2005). Assurance, empathy and increased employee efforts towards delivery
errors, customer requests and spontaneous responses are the key to satisfy customers

in any case (Zeithaml, et. al., 2008).

2.2 E-SERVICE QUALITY

The basic element of traditional services is the so called “service encounter”.
Service encounter is the interaction of a customer with the front line employees,
where physical evidences and processes are involved (Walker, 1995). E-Service is
mentioned as a service provided by an interactive information system and is
developed by Banks and firms in order to augment their service offering and thus to
build on a competitive advantage (Pikkarainen, et. al., 2006). According to Kotler
(2005), competitive advantage in marketing management is guided through creating
innovative value and quality by simultaneously reducing customer costs. The creation
of the highest outcome of Value to customers comparing to the customer costs is the
most critical success factor in every industry.

E-Services have contributed to the creation of excessive value comparing to the
customer cost (Herington and Weaven, 2009). The way to create value is presented on

figure 2.2. First of all, E - services are supposed to provide augmented Performance or
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Results (the “what” of the service) through ad hoc reports and outputs related to
information about banking services, availabilities, returns and so on (Rod et. al.,
2009). Process Quality is the “how” of the delivery, since end-users desire is to have a
user friendly interface, speed of service delivery and easy comparison with regards to
other banking services (Ho and Lin, 2010). Aesthetics (colours, functionality of
searching items etc) are also important since they create positive customer mood and
intention to increase the use of E-services (Herington and Weaven, 2009). Process
Quality also refers to IT processes that facilitate the complaints handling that aim to

recover mistakes during the delivery process (Ganguli and Kumar, 2011).

Customer Value Customer Satisfaction
Equation =
Results + Process Customer Loyalty
Quality

Price + Customer Access Revenue Growth
Costs

Profitability

Figure 2.2: Customer Value Chain, Source: Walker et. al. (2006)

Institutional Repository - Library & Information Centre - University of Thessaly
18/05/2024 19:17:05 EEST - 18.118.254.249



Complaints handling is a very crucial issue, since the recovery of a service
results in even increased customer satisfaction and retention (Lovelock et. al., 2008).
Other processes refer to the safety of the service. Safety and trust is crucial in
banking, since perceived risk works as an extremely important cost for the customer
that could possibly hamper the creation of value (Levesque and McDougall, 1996).
Hackers using various techniques (e.g. fishing) and viruses are capable of stealing
passwords or sensitive personal data (Ho & Lin, 2010). Approximately 20 million
Euros have been stolen in 2005 comparing to the amount of 10 millions in 2000 from
customers using E-Banking transactions, making potential users even more suspicious
and reluctant to use these portals (Herington & Weaven, 2009). Managerial issues
arising from this field is that IT management of a bank should adopt proactive policies
about safety, privacy and confidentiality of every transaction and protect all the
sensitive personal data of its customers (Rod et. al., 2009).

Because of the fact that prices or fees in E-Services and generally in E-Banking
are lower compared to traditional banking, this works as an asset for the banks
retaining E-Banking in their portfolio and this fact adds extra value according to
Figure 2.2.

Finally, Customer Access Costs consist of every extra psychological or physical
cost of using this channel. The fact that customers don’t have to go to the bank, using
E-Banking induces increased value for money ratio (Herington & Weaven, 2009).
Access is very easy using the internet and information is easier to get acquired in E-
Banking comparing to the traditional banking and thus, there is no need to wait on the

queue.
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As a result, IT should focus on creating user friendly reports about various
products in order to facilitate easier access (Pikkarainen et al, 2006). Furthermore
download speed is also imperative since it leads to less psychological cost of

transactions (Zeithaml, et. al., 2008).

Summarizing on the customer value chain, one could realize how banks using
the channel of E-Banking would be capable of increasing customer value and
perceived quality using the referring equation of the last figure. Extended value
comparing to the costs, result in better Customer Satisfaction Indexes, Customer
Loyalty and in turn increased Revenue Growth Rates and Profitability (Walker et. al.,
2006).

With regards to the Literature Review of E-Service Quality, there have been
many topics analyzed like the dimensions and scale construction of on-line quality,
customer satisfaction, and intention to use, loyalty and trust. Since the human element
of the service delivery has been radically changed, the exact application of
SERVQUAL as mentioned in paragraph 2.1 is not the proper one. Instead, many
authors proposed an emphasis on the impact of technological service facilitators on

service quality dimensions and consumer buying process.
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In order to solve these issues, Zeithaml et al. (2002) proposed an e-service
quality scale (e-SQ), including five elements:

1) Availability of Information

2) Friendliness of use

3) Safety of use

4) Graphic aesthetics and,

5) Reliability.

In a more recent study, Parasuraman et. al. (2006) developed a scale for
measuring e-service quality in online shopping portals, consisting of four components:

1) Efficiency

2) Performance

3) Availability and

4) Privacy

In a research of e-service quality about online stores for books and CD’s,
Ribbink et al. (2004) proposed the following five components:

1) Assurance

2) Friendliness of use

3) Graphic aesthetics

4) Responsiveness and

5) Customization

Institutional Repository - Library & Information Centre - University of Thessaly
18/05/2024 19:17:05 EEST - 18.118.254.249

17



2.3 CUSTOMER SATISFACTION

Certain customer’s attitudes, feelings and stances about a service brand related
to a series of service encounter experiences concerns the level of satisfaction or
dissatisfaction (Levesque and McDougall, 1996). Attitudes, feelings and stances are
closely related to expectations and past experience (Walker et. al., 2006). In case
expectations about service performance set by marketing communication are higher
than the experienced one, customers feel dissatisfied and vise versa (Svensson, 2006).
Customer Satisfaction is the cornerstone of marketing orientation, since marketing
strategy should aim not only on the best satisfaction of targeted segments comparing
to the firm’s competitors but it should also lead to profitability (Wong and Sohal,
2003). As a result, companies should elaborate periodic market research in order to
perform benchmarking with their competitors (Walker et. al., 2000).

In order for banks to keep their customers satisfied, there also should be an
“Internal Marketing Orientation” (Levesque and McDougall, 1996). The latter
concept relies on the fact that well retained and satisfied internal customers or
employees feel committed towards external customer’s needs by applying all the
necessary policies with the proper customer-oriented behavior. Internal Marketing
Orientation or IMO is very similar to the appliance of Human Resource Management
that relies on recruiting, training, career paths and incentives (Zeithaml et. al., 2008).
Best Places to Work proved to have increased customer satisfaction levels comparing
to the ones that didn’t belong to that list (Wong and Sohal, 2003). Other research
indicated that employee’s retention rates as well as satisfaction rates are closely

related to customer satisfaction (Oliver, 1997).
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The best strategy to keep the highest levels of productivity and quality of output
is to recruit employees according to the qualities of the job description, to train them
according to the needs of customers, to plan their career so that they will be retained
in the bank and to provide them with incentives closely related to customer
satisfaction (Levesque and McDougall, 1996). These practices in services lead to the
formation of capabilities and core competencies providing the best results or
experience to customers (Kotler and Keller, 2005). Figure 2.4 clearly depicts that

Customer Value is related to Employee satisfaction.

Employee: Cuslomer Value Cuslamer Satisfaction

Productivity of Output Equation =
Quality of Cutput ¢

¢ Rasults + Process Customer Loyalty
Layalty Cruality

> # > i -4

Satisfaction Price + Customer Access Revenue Growih

¢ Costs ¢
Capability

Profitability

Figure 2.4: Customer Value Chain, Source: Walker et. al. (2006)

Together with the strategy of building processes of high quality, at the right
price and at the minimum customer access costs, the value for money ratio becomes
very strong. Increased value added leads to ameliorated customer satisfaction. Also
customer satisfaction is the precursor of customer loyalty (Faullant et. al., 2008). In
other words, firms should keep their customers 100% satisfied in order to retain them.

Customer loyalty is less costly than finding new customers. Research has shown that
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retaining existing customers is 70% less expensive than finding new ones (Oliver,
1997). In paragraph 2.5 the terms of customer loyalty and word of mouth

communication are further analysed.

2.4 END-USER SATISFACTION

End-User is the person who actually uses an Information System (Ho and Lin,
2010). An E-banking portal is considered to be an Information System providing
information for users/customers in order for them to fulfill their needs (Pikkarainen et.
al, 2006). As a result, there are some distinct Customer Satisfaction criteria other than
in traditional banking services where the interaction between the teller and customers
is the most prominent (Zeithaml, 2002). Satisfaction in Information Systems is widely
connected to the intention to make use of them (Rod et. al., 2009). In case a system is
good, the user develops positive attitudes and feelings whereas if the system is not
good in the brains of the user he/she develops negative feelings and probably he/she
will not use it any more unless it is involuntary. Despite that success is not heavily
related to the technical standards of the system, it is easy to make the conclusion that
in case the system cannot extract the needed information the user will become
dissatisfied and not use the system any more (Pikkarainen et. al, 2006).

An E-Banking Portal works as an online Information System, since it provides
users with enough information to make their own decisions (Rod et. al., 2009). From
the above-mentioned facts, it is easy to make the conclusion that User satisfaction
works as the most Critical Success Factor for the success of an Information System

and as a result of a Bank’s portal (Pikkarainen et. al, 2006).
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First and foremost, it makes common sense that end-user satisfaction is the
most precious tool for managers to develop and restructure their E-Banking Portals.
Secondly, there are reliable scales available for measuring satisfaction and lastly,
other measures for defining IS success seem to be conceptually weak (Zeithaml,
2002).

There have been various approaches that contributed to the end-user satisfaction
literature. For instance Rod et al. (2009) referred to service quality, transaction costs,
and easy access to information as the most important prerequisites of e-commerce
consumer satisfaction. Besides, Parasuraman et. al. (2006) suggested that factors like
site design, convenience, product information, and online security were of the most
crucial determinants on e-satisfaction. Further research of Herington and Weaven
(2009) proved that Web customer satisfaction should neither be connected with
quality of website information nor with content quality of website’s system
performance. Moreover, Ho and Lin (2010) indicated that strict privacy tactics and
customized services are the key determinants to e-business success. Rod et. al. (2009)
was also in favour of an extension to Parasuraman et. al. (2006) framework assigning
an independent variable labelled as “Customer E-commerce Satisfaction”. They
pointed out that e-commerce as well as web systems are very similar to the old IS
systems, and as a result older frameworks for Information Systems’ satisfaction may

be exercised to e-banking systems.
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Despite User Satisfaction measurement is broadly used and acknowledged by
academics, some researchers view it with scepticism since it is not easy to use it as an
explanatory variable. This defensive stance was resolved by Rod et al. (2009), who
included friendliness of use, total satisfaction and total success in their scale that
originally included 40 items. These items were reduced to 5 categories, using factor
analysis and the significant items were also reduced to 12 items. The factors included
to measure End-User Computing Satisfaction are the following (Pikkarainen et. al,
2006):

1) Content: The content refers to the accuracy of the information provided. It also
deals with the necessity of the information given. In many cases Portals provide
information that is irrelevant and do not meet the needs of users. Also, a very
important aspect of e-banking and generally for Information Systems is the reports
extracted or downloaded from the portal. These reports should contain only the

information required by the users and be easily understood.

2) Accuracy: A system should be very reliable to assure that the service delivery

provides the least heterogeneity.

3) Format: The format is a very crucial aspect since it deals with the functionality of
buttons, information, graphics and aesthetics of the screen or Portal. Functionality of
the format deals with the search effort to find information and also aesthetics with the

mood of the user.
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