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Abstratct. The Nigerian Banking sector over
the years has been experiencing significant changes and
development in its Information and Communication
Technology. Among the development is the introduc-
tion of Automated Teller Machine (ATM) that intends
to reduce the number of customers in the banking halls
as customers now can go to the closest ATM to do their
banking transactions such as: withdrawals, deposits,
bill payments, and funds transfer. The purpose of this
paper was to measure customer satisfaction as regards to
ATM services. The research was carried through survey
design which questioned respondents on ATM services.
The population of study mainly constituted of customers
of United Bank for Africa within Lagos. The sample in
this study consisted of 200 respondents who are users of
the ATM services. The data collected was analyzed by
use of multiple logistic regression analysis and Pearson
correlation. The findings revealed that, necessary input
to the bank management to increase customers’ satis-
faction through improving ATM service quality. The
focus should not be on ATM service quality dimensions
only. This aspect should be augmented and integrated
with other aspects of the service quality of banks for
satisfaction of customers. This research concentrated on
determinants of ATM service quality and its impact on
consumer loyalty. Notwithstanding, the exploration did
not examine the relationship between consumer loyalty
and customer retention.
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Case Study
1.INTRODUCTION

In recent years, banks have made their
services increasingly convenient through elec-
tronic banking. Electronic banking service
makes use of computers to do money transac-
tions. Donell (2003) viewed electronic bank-
ing service as a service that consumers can
access, by using Network framework or an In-
ternet service to a bank’s computer center, to
perform banking tasks, receive and pay bills,
and so forth. Many other financial services can
be gained access through the Internet. To most
people, electronic banking service means 24-
hour access to cash through an ATM or pay-
checks deposited directly into checking or
savings accounts (Hillier, 2002). Diniz (1998)
in his view states that Electronic banking en-
compasses a broad range of established and
emerging technologies. Some are *“front end”
products and services that consumers choose,
such as ATM cards and electronic banking
services; others are ““back end” technologies
used by financial institutions to process mon-
ey transactions. Some are tied to a consumer
bank account; others are indifferent to a bank
account but on the other hand store monetary
value in a data warehouse or directly on a card.
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2. LITERATURE REVIEW

In Nigeria the deployment of ATM by
banks and its use by bank customers is just
gaining ground and has burgeoned in recently.
This happened after the recent consolidation
of banks, which has in all probability, made
it possible for more banks to afford to de-
ploy ATMs or at least become part of shared
networks (Fasan, 2007). The increased de-
ployment of ATMs in the banking sector has
made the issue of technology relevance im-
portant. ATM awareness also ranked higher
than awareness level about current accounts
slightly below savings account (Omankhan-
len, 2007).

In order to encourage customers to em-
brace the technology and overcome their fears
of putting their checks into a machine’s slot
rather than a teller’s hand, banks originally did
not charge customers any fees for using ATMs.
In time, some banks started charging custom-
ers for not using ATMs, through so-called “hu-
man teller fees”- a charge for each time a cus-
tomer uses a teller for a service that could be
performed by an ATM. Banks that embraced
the ATM profited handsomely, often growing
far faster. At first, a bank’s ATMs could only
be used by customers who already had current
or savings accounts with that bank, through
the bank’s proprietary ATM network (Ugwu,
2008).

A recent study by Intermarc Consulting
Limited showed that ATM services provided
by banks and non-financial institutions stood
as the most popular e-business platform in Ni-
geria (Intermarc, 2007).

2.1. Service Quality

The definition of service quality involves
determining whether perceived service deliv-
ery meets, exceeds or fail to meet customer
expectation. Ladda and Sukhothai (2007). Ac-
cording to Parauraman, Zeithmal and Berry
(1988) service quality is the degree and direc-
tion of discrepancy between the customer’s
perception and expectation or the extent to
which a service meets or exceeds customer
expectations. Service quality perception result

from a comparison of customer expectation
with actual service performance and service
quality is a measure of how well the service
level delivered matches customer expectation.

2.2. Concept of Customer Satisfaction

The academic literature postulates that
customer satisfaction is a function of the dis-
crepancy between a consumer’s prior expecta-
tions and his or her perception regarding the
purchase (Churchill and Surprenant, 1982; Ol-
iver, 1977; Tse and Wilton, 1988; Yi, 1990).’
At the point when an experience is superior to
what the customers expects, there is thought
to be certain disconfirmation of the desire, and
an ideal client assessment is anticipated.

3. OBJECTIVE OF THE STUDY

An automated teller machine (ATM)
service continues to grow in importance in the
banking sector. From the customer’s perspec-
tive ATM services has significantly reduced
the amount of queues in banks, time spent, and
cost of searching for a particular bank to make
transaction and also increased convenience.
The satisfaction of customers is of great im-
portance to any organization. Many commer-
cial banks now make use of ATM service as
a means of satisfying their customer through
convenience and availability of services. The
objective of the study

1. One of the objectives of the study
is to understand the expectations of
the customers as regards to creating
a secure environment and ensure
that there is a level of privacy for
the purpose of reducing the cost in-
volved in using the ATM.

2. Another objective is constructing
the automated teller machine in the
most simple and easiest way to use
by every customer. According to
Preece (1994) he explains that us-
ability is concerned with making
systems easy to learn and easy to
use. (Preece, 1994) also states Hu-
man-Computer Interaction (HCI) is
about designing computer systems
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that support people so that they can
carry out their activities productive-
ly and safely. Therefore it will be a
wise decision if commercial banks
can make their ATM machines more
users friendly to ensure efficiency of
operation which will in turn yield an
effective service delivery.

3. Determine whether the speed of op-
eration of the automated teller ma-
chine has an effect on its reliability
to customers.

4. To examine how the ease in access-
ing the location of the automated
teller machine will be of conve-
nience to the bank customers.

3.1. Scope of The Study

The area of coverage for this study is
limited to employees and customers of United
Bank of Nigeria (UBA) that have an ATM card
and make use of the ATM operating in Opebi,
Ikeja, Lagos state of Nigeria and within the
period ATM became prominent among com-
mercial banks in Nigeria. The rationale behind
the choice of Opebi, Ikeja, Lagos state is to
have a reasonable amount of respondent and
to enable ease in administering the question-
naire. The operational period of 2007-2010
was chosen because it was the peak period
when the automated teller machine (ATM) be-
came prominent in Nigeria.

4. METHODOLOGY

For this research, administering of ques-
tionnaire to commercial bank customers that
hold ATM cards would be considered the most
appropriate data collection instrument. For
the purpose of this study a newly formulated
questionnaire will be adopted. The variables
used in this study was measured on a five point
likert scale anchored by 1(strongly disagree),
2(disagree), 3(undecided), 4(Agree), 5(strong
agree). The questionnaire will be divided into
different sections which measured four dimen-
sions of ATM service quality and its effect on
customer satisfaction; Section A contains in-
formation about the respondent’s background.
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Section B contains the four dimensions; secu-
rity and privacy dimension contains 4 (items);
Efficiency of operation contains 4 (items);
Speed of operation contains 4(items); Con-
venience contains 6 (items); Cost involved in
the use of ATM contains 3(items); Effective
service delivery contains 5(items); Reliability
contains 5 (items) and Accessibility contains 3
(items). The questions that were contained in
the questionnaire were all in close ended.

Hypothesis 1

H, Security and privacy of ATM does
not affect cost involved in the use of ATM.

H, Security and privacy affects cost in-
volved i 1n the use of ATM

Hypothesis 2

H, Efficiency of operation does not
have a significant impact on effectiveness of
service delivery.

H, Efficiency of operation has a signifi-
cant 1mpact on the effectiveness of service de-
livery.

Hypothesis 3

H, There is no relationship between
speed of operation and reliability of service
provided.

H, There is arelationship between speed
of operatlon and reliability of service provided

Hypothesis 4

H, There is no relationship between
convemence and the accessibility of the ATM.

H, Thereisarelationship between convenience
and the accessibility of the ATM.

4.1. Test Used For Data Analysis

SPSS (Statistical Package for Social
Science) version 21.0 was used to compute
and analyze the data.

4.2. Result And Analysis

The Pearson correlation was used to es-
tablish the relationship between the dependent
and independent variables. The regression
analysis measured the contribution of the in-
dependent variable to the dependent variable.

Hypothesis 1
H, Security and privacy of ATM does

WWww.ijsrise.com

63



International journal of scientific research in information systems and engineering (IJSRISE)

Vol. 1, No.1, 2015.

not affect cost involved in the use of ATM.

H, Security and privacy affects cost in-
volved in the use of ATM

Objective: the standard multiple regres-
sion was used to generate results that will indi-
cate how well the set of variables representing
security and privacy of ATM and how it will
affect the cost involve in the use of the ATM.

Table 1: Model Summary

Model Summary

Adjusted Std. Error of
Model R R Square | R Square | the Estimate
1 .333a A1 .093 1.854

a. Predictors: (Constant), THERE IS NO INTRUTION
WHILE | MAKE TRANSACTION, THE LOCATION OF
THE ATM IS SECURE FOR TRANSACTION, MY
ACCOUNT CAN ONLY BE ACCESSED BY ME, | FEEL
SAVE WHILE MAKING USE OF THE ATM AT ANYTIME
OF THE DAY

The model summary. It shows how much
of the variance in the dependent variable (cost
involved in the use of the ATM) is explained
by the model (there is no intrusion while I
make transaction, the location of the ATM is
secure for transaction, my account can only be
accessed by me, I feel save while making use
of the ATM at any time of the day). In this case
the R square is 0.111 expressed by a percent-
age, this explains 11.1% of the variance in the
cost involved in the use of the ATM.

Table 2: ANOVA

ANOVAL

Sum of
Squares o
T Regression 83.536 4
Residual 670.059 195
Total 753.595 199
a. Predictors: (Constant), THERE IS NO INTRUTION WHILE | MAKE TRANSACTION,
THE LOCATION OF THE ATM IS SECURE FOR TRANSACTION, MY ACCOUNT CA
ONLY BE ACCESSED BY ME, | FEEL SAVE WHILE MAKING USE OF THE ATM AT
ANYTIME OF THE DAY
b. Dependent Variable: COST INVOLVED IN THE USE OF THE ATM

Model Mean Square
20.884

3.436

F Sig.
6.078 .000a

Dependent Variable; cost involved in
the use of the ATM

Since F cal (6.078) > (1.97) at 0.000
level of significance, therefore we accept our
alternative hypothesis H, and reject the null
hypothesis H,. This implies that security and
privacy affects cost involved in the use of
ATM.

Table 3: Coefficients

Coefficients:

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 9.900 684 14.463 .000
| FEEL SAVE WHILE
MAKING USE OF THE
ATM AT ANYTIME OF THE 043 .161 022 .268 .789
DAY
THE LOCATION OF THE
ATM IS SECURE FOR 452 164 221 2.753 .006
TRANSACTION
MY ACCOUNT CAN ONLY
BE ACCESSED BY ME .382 140 215 2726 007
THERE IS NO
INTRUTION WHILE | -297 136 -175 -2.187 030
MAKE TRANSACTION

a. Dependent Variable: COST INVOLVED IN THE USE OF THE ATM

The B coefficient shows a positive re-
lationship between security and privacy and
the cost involved in the use of ATM. The ta-
ble shows which of the variables included in
the model contributed to the prediction of the
dependent variable; therefore beta values are
used for the comparison. In this table, the larg-
est beta coefficient is 0.221 which shows that
the location of the ATM is secure for transac-
tion. This means that the location of the bank’s
ATM will determine the security of custom-
ers when using the machine. This is because it
makes the strongest unique contribution to ex-
plaining the dependent variable (cost involved
in the use of the ATM).

Decision: based on the analysis above
for which all calculated values are above the
critical values, the null hypothesis (H) is
therefore rejected while the alternative hy-
pothesis (H, ) is accepted; which states that se-
curity and privacy affects cost involved in the
use of ATM.

Hypothesis 2

H, Efficiency of operation does not
have a significant impact on effectiveness of
service delivery.

H, Efficiency of operation has a signifi-
cant impact on the effectiveness of service de-
livery.

Objective: the standard multiple regres-
sion was used to generate results that will indi-
cate how well the set of variables representing
efficiency of operation and its impact on the
effectiveness of service delivery.
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Table 4: Model Summary

Model Summary

Std. Error of
Model R R Square R Square the Estimate
1 471a .222 .206 3.494

a. Predictors: (Constant), THE EFFECIENCY OF THE
ATM IS A DETERMINANT OF CUSTOMER
SATISFACTION, THE ATM FUNCTIONS PERFECTLY,
THE ATM OFTEN BREAKDOWN, THE
USER-FRIENDLINESS OF THE ATM AS AN EFFECT
ON YOUR PERCEPTION OF SERVICE QUALITY

Adjusted

The model summary. It shows how
much of the variance in the dependent variable
(efficiency of operation) is explained by the
model (the efficiency of the ATM is a determi-
nant of customer satisfaction, the ATM func-
tions perfectly, the ATM often breakdown,
the user-friendliness of the ATM as an effect
on your perception of service quality). In this
case the R square value is 0.222 expressed in
a percentage; this explains 22.2% of the vari-
ance in the efficiency of operation.

Table 5: ANOVA

ANOVA
Sum of
Model Squares d Mean Square F Sig.
1 Regression 677.451 4 169.363 13.874 .000a
Residual 2380.369 195 12.207
Total 3057.820 199

a. Predictors: (Constant), THE EFFECIENCY OF THE ATM IS A DETERMINANT OF
CUSTOMER SATISFACTION, THE ATM FUNCTIONS PERFECTLY, THE ATM
OFTEN BREAKDOWN, THE USER-FRIENDLINESS OF THE ATM AS AN EFFECT
ON YOUR PERCEPTION OF SERVICE QUALITY

b. Dependent Variable: EFFECTIVE SERVICE DELIVERY

Dependent Variable; effective service
delivery

Since F cal (13.874) > (1.97) at 0.000
level of significance, therefore we accept our
alternative hypothesis H, and reject the null
hypothesis H . This implies that efficiency of
operation has a significant impact on the ef-
fectiveness of service delivery.

Table 6: Coefficients

Coefficientsa

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 8.972 1.911 4.695 .000
THE
USER-FRIENDLINESS
OF THE ATM AS AN
EFFECT ON YOUR 467 317 102 1474 142
PERCEPTION OF
SERVICE QUALITY
THE ATM OFTEN
BREAKDOWN -231 274 -.055 -.842 401
THE ATM FUNCTIONS
PERFECTLY 1.235 210 392 5.883 .000
THE EFFECIENCY OF
THEATMIS A
DETERMINANT OF 435 .280 104 1.556 A21
CUSTOMER
SATISFACTION

a. Dependent Variable: EFFECTIVE SERVICE DELIVERY

The B coefficient shows a positive re-
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lationship between effective service delivery
and efficiency of operation. The table shows
which of the variables included in the model
contributed to the prediction of the dependent
variable; therefore beta values are used for the
comparison. In this table, the largest beta co-
efficient is 0.392 which shows that the ATM
functions perfectly. This means that the ATM
functions at a level that satisfies the customers.
This is because it makes the strongest unique
contribution to explaining the dependent vari-
able (effective service delivery).

Decision: based on the analysis above
for which all calculated values are above the
critical values, the null hypothesis (H) is
therefore rejected while the alternative hy-
pothesis (H)) is accepted; Efficiency of opera-
tion has a significant impact on the effective-
ness of service delivery.

Hypothesis 3
H, There is no relationship between
speed of operation and reliability of service
provided.
H, There is a relationship between
speed of operation and reliability of service
provided.

Table 7: Correlation

Correlations
SPEED OF
OPERATION | RELIABILITY
SPEED OF OPERATION Pearson Correlation 1 A78*
Sig. (2-tailed) 011
N 200 200
RELIABILITY Pearson Correlation 178 1
Sig. (2-tailed) 01
N 200 200

*. Correlation is significant at the 0.05 level (2-tailed).

The correlation r = 0.178 means that
3.17% shared variance between reliability and
speed of operation. This means that reliability
helps to explain 3.17% of variance in the re-
spondent’s scores.

Interpretation: the significant relation-
ship between reliability and speed of operation
was investigated using the Pearson’s correla-
tion coefficient. There is a positive relation-
ship between the two variables (r =0.178, n =
200), with significant level of reliability being
associated with the speed of operation.

Decision: the correlation (r = 0.178%),
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between reliability and speed of operation is
significant at 0.05 level, thus we reject null
hypothesis (H,) and accept alternative hypoth-
esis (H,). This implies that there is a signifi-
cant relationship between reliability and speed
of operation.

Discussion of result: from the above
hypothesis tested, it is evident that a positive
and significant relationship exists between the
two variables; therefore servicing the ATM of-
ten is advised to be adopted in order to make
the service to be provided on time and faster.

Hypothesis 4

H, There is no relationship between
convenience and the accessibility of the ATM.

H, There is a relationship between con-
venience and the accessibility of the ATM.

Table 8: Correlation

Correlations

CONVENI | ACCESSI
ENCE BILITY
CONVENIENCE Pearson Correlation 1 .282*4
Sig. (2-tailed) .000
N 200 200
ACCESSIBILITY  Pearson Correlation .282*1 1
Sig. (2-tailed) 000
N 200 200
**. Correlation is significant at the 0.01 level (2-tailed).
The correlation r = 0.282 means

that 7.95% shared variance between ac-
cessibility and convenience. This means
that accessibility helps to explain 7.955
of wvariance in the respondent’s score.

Interpretation: the significant relation-
ship between accessibility and convenience
was investigated using Pearson’s correla-
tion coefficient. There is a positive correla-
tion between the two variables (r = 0.282,
n = 200), with significant level of accessi-
bility being associated with convenience.

Decision: the correlation (r = 0.282), be-
tween accessibility and convenience is highly
significant at 0.01 level, thus we reject null hy-
pothesis (H ) and accept the alternative hypoth-
esis (H)). This implies that there is a relation-
ship between convenience and accessibility.

4.3. Discussion of Results

The result of the above tested hypoth-
esis shows that there is a positive relationship
between accessibility and convenience, there-
fore creating accessible point of making use of
the ATM will make transaction convenient for
the customers.

5. RECOMMENDATION

Based on the findings of this research
work, the following recommendation has been
drawn up to help enhance service quality of
automated teller machines (ATM).

1. To reduce the customers concerns
about perceived risk because of se-
curity and privacy concerns, the
bank should improve the quality of
interaction with the customers to al-
leviate these apprehensions with a
view to improve ATM service qual-
ity (Merrilees, 2002).

2. To further improve the service qual-
ity, it is recommended that the ATM
service should be able to provide
enhanced interactivity, diversified
offerings, and facilitate customers to
participate in improving the service
encounter with ATM and make it a
memorable and pleasant experience.

3. The banks should focus not only on
the satisfaction of ATM users, but
also aim at delighting them to ensure
their retention.

4. It is evident that convenience, ef-
ficient operation, security and pri-
vacy, reliability and responsiveness
are not the only characteristics that
influence customers’ satisfaction.
The other factors that contribute
to customer satisfaction include
trust, value, and image of the bank,
(Ranaweera and Prabhu, 2003).
Bank management should moni-
tor the environment and identify
the trends through marketing intel-
ligence. They need to constantly
up-date and differentiate their ATM
service quality dimensions to ensure
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continuous satisfaction and reten-
tion of customers, and optimize their
limited resources.

6. CONCLUSION AND POLICY
IMPLICATION

The rapid increase in number of auto-
mated delivery channels and customers’ pref-
erence to use ATM because of multifaceted
attributes are placing pressure on banks to
respond aggressively to meet the customers’
needs. The study provides necessary input to
the bank management to increase customers’
satisfaction through improving ATM service
quality. The focus should not be on ATM
service quality dimensions only. This aspect
should be augmented and integrated with oth-
er aspects of the service quality of banks for
satisfaction of customers.

The rapid diffusion of ICT in Nigerian
banking sector provides a platform to use in-
novative technologies to enhance operational
efficiency and quality of service to attain and
retain customers. The rapid growth in use of
ATMs in Nigeria offers opportunities to banks
to use customers’ passion for this innovative
service for strategic advantage. The banks
should proactively monitor customers’ prefer-
ences with regard to use of this delivery chan-
nel for effective response. Bank should also
focus on important aspects of security and pri-
vacy as well as efficient operation of ATMs. In
conclusion the banks should also augment and
diversify their offerings through ATM and use
this medium to build a strong and sustained
relationship with customers.

7. SUGGESTION FOR FURTHER
STUDIES

This research concentrated on determi-
nants of ATM service quality and its impact
on consumer loyalty. Notwithstanding, the
exploration did not examine the relationship
between consumer loyalty and customer re-
tention. Additional research may well explore
the relationship between these two constructs.
The formation of satisfaction process takes

Vol. 1, No.1, 2015.

place overtime (Andreasen, 1977). The con-
clusions of the study relates to a specific time
in present. Additional study should be done on
longitudinal basis to address the interactive
and technological dimensions of ATM service
quality that affect the dissatisfaction level of
customers.

Age has a critical impact on the example
of utilization of innovation based administra-
tions. By and large the young want to utilize
imaginative and innovation based conveyance
channel like ATM that offer different advan-
tages and self-governance of executing trans-
actions (Wan et al., 2005). The old age people
are generally shy of use of ATM because of
perceived risk of failure, complexity, security,
and lack of personalized service (Moutinho,
1992). Future research should explore the as-
sociation between age and attitude and deter-
mine its effects on the ATM service quality
and customers’ satisfaction.

The price is an essential aspect that af-
fects the customers’ perception of ATM ser-
vice quality (Surjadjaja et al. 2003; Igbal et al.
2003). The fee charge identifies with the im-
pression of non-competitiveness and injustice
and may lead to change in service provider
banks (Colgate and Hedge, 2001). The pre-
vailing economic conditions in Pakistan have
made the people more prices sensitive. This
aspect needs further exploration as essential
dimension affecting ATM service quality and
customers’ satisfaction.
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