
 

 

 

Abstract—Reserve Bank of India (RBI) is encouraging banks to 

leverage upon net banking to empower rural India of 135 million 

households which accounts for 50 per cent of India‟s GDP.  The 

banks should strive to identify customer requirements and try to 

produce services that excite the rural customers. The present paper 

adopts an explorative research design with sample of 150customers 

based on e-SERVQUAL model of Zeithmal, et al (2001) based on e-

SERVQUAL model of Zeithmal et al (2001) in which various quality 

factors are re-categorized and encapsulated to understand the 

perception of rural customers on the quality dimensions of SBI‟s 

banking service so as to design marketing strategies for rural 

customers and to improve customer satisfaction.  Factor analysis, 

ANOVA and regression analysis were used to assess the relationship 

between service quality dimensions, demographic factors of rural 

customers, and level of their satisfaction. 

 

Keywords— Net banking, customer perception, e-SERVQUAL 

model, customer satisfaction, and factor analysis.  

I. INTRODUCTION 

NLINE banking or net banking is an outgrowth of personal 

banking. Daniel (1999)1 defines electronic banking as the 

delivery of information and services by banks to customers via 

PC and mobile phone.  Internet banking provides services like 

instant bill payments, online funds transfer, request for lost 

cards, cheques, top- up for pre-paid mobile cards, etc., thus 

removing geographical and time constraints at minimal costs 

(IAMAI‟s, 2006)2.  Govt. of India enacted the IT Act, 2000 to 

provide legal recognition to electronic transactions.   

Perception is an approximation of reality. Since the service 

quality is not easily identifiable and measurable due to 

inherent characteristics of services, Zeithmal et al (2001)3 

developed e-SERVQUAL model to include dimensions like 

efficiency, reliability, fulfillment, privacy, responsiveness, 

compensations, and customer contact.  

II. REVIEW OF LITERATURE 

In an attempt to solidify and expand customer relationships 
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and to stay ahead of the competition Fonseca et al (2001)4 and 

Saatcioglu (2001)5 have identified that banks are turning to 

the next generation of personalized online services like 

internet banking. Wolfe (2004)6 said that e-banking services 

will to dominate consumer choice in the near future. Under 

today‟s highly competitive market banks must respond to 

customer‟s request in their e-banking services more promptly 

as customers do not like to be ignored. A research study 

conducted on 200 Australian banks revealed that an effective 

e-banking may enhance inter-firm relationships through 

improved traditional communications (Rao 2004)7.  

Understanding customer‟s expectations is becoming a 

challenge with the growth of internet and e-economy in order 

to provide simplicity and user friendliness (Hamisah 2003)8. 

Hamisah confirmed that awareness of service benefits, easy-to-

use, and availability of infrastructure  are the key constrains 

for customers in adopting online banking. Nexhmi, et al 

(2003)9 believed that trust and commitment are key relational 

mediators in the development of customers‟ relations within 

the banking industry. According to Vohra (2002)10 e-banking 

makes it easier for customers to compare banks‟ services and 

products and this can increase competition. 

III. NEED FOR THE STUDY 

E-banking has experienced explosive growth and has 

transformed traditional practices in banking (Gonzalez et al, 

2008)11, while branch banking has fallen by a full 15%, 

according to a report by global management consultancy 

McKinsey & Company. The customers have become dynamic 

and their perceptions too are dynamic. Due to financial 

inclusion, technological advancement in the market, there is a 

need to re-categorize the various factors of service quality and 

to study the impact of new categories on the customer 

satisfaction. Hence there is a need to study the customers‟ 

perception.  

IV. OBJECTIVES OF THE STUDY 

Following are the objectives of the study:  

1. To analyze the effect of service quality dimensions of SBI 

internet banking on customer satisfaction. 

2. To analyze the impact of demographic characters like 

education and gender on the levels of customer satisfaction 

towards SBI internet banking 
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V. HYPOTHESES 

Against the background of the research objectives and 

review of literature, following hypotheses were set for the 

present study: 

Ho1: All the assumed factors are not equally significant in 

influencing the customers‟ satisfaction on the services of SBI 

internet banking. 

Ho2: There is no significant relationship between individual 

service quality dimensions and customer satisfaction on the 

services of SBI internet banking  

Ho3: There is no significant influence of gender on 

customer satisfaction towards the services of SBI internet 

banking. 

Ho4: There is no significant influence of education on 

customer satisfaction towards the services of SBI internet 

banking. 

VI. RESEARCH METHODOLOGY 

Convenience sampling technique was used to collect data 

from a sample of 150 customers who used the SBI internet 

banking. Customers of different educational levels were 

sampled from rural areas around Tirupati city of Chittoor 

district in Andhra Pradesh. The survey questionnaire gathered 

responses with respect to 30 factors of SBI internet banking 

service quality. Five-point Likert‟s scale ranging from five 

(very good) to one (very bad) was used to measure the 

perception and satisfaction. 

VII. LIMITATIONS OF THE STUDY 

1) Only 30 factors which seemed to be dominant were 

selected for the study, and non-inclusion of bankers‟ 

perspective are the limitations of this study.  . 

VIII. RESULTS AND DISCUSSION 

The data was collected from 150 users of SBI internet 

banking with the aim of analyzing the relationship between 

service quality dimensions and customer satisfaction. 49% of 

the sample respondents were male. 12% of the sample 

respondents were having intermediate education, 43% of them 

were graduates and the remaining 45% were post -graduates. 

Factor analysis was used to reduce the 30 factors by 

encapsulating them into 7 components using SPSS 13.0. If a 

given factor is encapsulated in more than one component then 

the factor is retained in the component where it has exhibited 

maximum factor loading. Factor analysis facilitates reduction 

of data. Kaiser-Meyer-Olkin (KMO) test and Bartlett's Test of 

Sphericity were used to determine the level of adequacy of 

factor analysis. The KMO measure of sampling adequacy 

reflects score of (0.497), which is almost the recommended 

0.50 level (Malhotra, 2004) and the Bartlett‟s test of 

Sphericity is significant at (p< 0.001) levels. Factors with 

Eigen value greater than one were retained. The factor 

loadings below 0.3 are not shown. The extraction method used 

was principal axis factoring with Varimax rotation.  

With reference to values of table-1, the null hypothesis Ho1 

is accepted that all the assumed factors are not equally 

significant in influencing the customers‟ satisfaction on the 

services of SBI net banking. Based on the factor loading 

values from table-1 it can be concluded that some variables 

with less than 0.5 factor loadings need attention for quality 

improvement in the present context. The five factors identified 

namely convenience, dependence, security, privacy and 

usefulness, handiness, amenable, reliability, and competence 

explain 40.8% of total variance. 
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TABLE I 

ROTATED COMPONENT LOADING – WITH VARIMAX ROTATION AND KAISER NORMALIZATION 

Component 
Brief  description 

of the factor 
Factor loading 

Communalities 

(sum of squared 

factor loadings ) 

Eigen values Rotation sum of squared loading of component 

Convenience Information of 

transactions and 

products 

.947 .902 .889 No of variables :2 

Eigen value :2.417 

Variance  explained: 8.057 

Cumulative variance :8.057 

 

Safety for 

unauthorized use .947 .901 .588 

 

 

 

 

Dependence 

 

Functioning of 

pages 
-.442 .532 1.877 

No of variables :6 

Eigen value :1.714 

Variance  explained: 5.713 

Cumulative variance: 13.770 

 

Updated 

technology 
.451 .254 1.831 

Quick downloads .404 .526 1.666 

Personalization 

of site 
.429 .263 1.248 

Handling service 

interrupts 
-.373 .327 .426 

Wait times .666 .493 .409 

Security, 

privacy and 

usefulness 

 

 

Non freezing 

pages 
.398 .242 1.219 

No of variables: 5 

Eigen value:1.693 

Variance  explained: 5.645 

Cumulative:19.415 

 

Easiness to 

approach bank 
.484 .376 .995 

Un restricted 

access 
-.647 .524 .962 

financial 

confidentiality 

and security 

-.393 .341 .503 

Handling 

network and 

other errors 

.569 .357 .478 

Handiness Running site all 

times 
.489 .362 1.148 

No of variables :4 

Eigen value:1.669 

Variance  explained:5.564 

Cumulative:24.979 

 

Problem free 

links 
.347 .170 1.100 

Complaints-

suggestions 

provision 

-.399 .248 1.071 

Not misusing cut. 

Info 
-.563 .500 .643 

Amenable Web in local 

language 
.679 .524 1.333 

No of variables :3 

Eigen value:1.656 

Variance  explained:5.519 

Cumulative variance:30.498 

 

Best interest at 

heart 
-.513 .388 .753 

Written guarantee -.434 .550 .381 

Reliable 

 

Continuous 

education 
.551 .525 1.525 

No of variables: 5 

Eigen value:1.569 

Variance  explained: 5.229 

Cumulative variance:35.726 

 

Consistent 

service 
-.554 .392 1.455 

Easiness of 

content 
.430 .357 1.430 

Response to users 

request 
.324 .344 .719 

Safety of credit 

card informatio 
.372 .178 .565 

Competent Accuracy of 

information 
.555 .358 2.474 

No of variables :4 

Eigen value :1.540 

Variance  explained :5.134 

Cumulative variance :40.861 

 

Online customer 

service rep. 
.485 .468 .771 

Listening 

customers needs 
-.437 .391 .679 

Accurate from 

first 
-.494 .318 .008 

(Source: Primary data) Extraction method: Principal Component Analysis 
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To determine the relationship between encapsulated service 

quality dimensions and level of satisfaction on the net banking 

services of SBI, correlation analysis is administered (table-2). 

It has shown that there exists a positive correlation 
TABLE II 

CORRELATION MATRIX (PEARSON CORRELATION 

 Conv

enien

ce 

Depe

nden

ce 

Securi

ty_pri

vacy_

useful

ness 

Ha

ndi

nes

s 

Ame

nabl

e 

Rel

iabl

e 

Com

pete

nt 

Level of 

Satisfact

ion 

Level 

of 

statis

factio

n 

.072 .082 .003 
.10

3 
.118 

.06

8 
.089 1 

(Source : Primary data)   ** Correlation is significant at the 0.01 level (2-

tailed). 

R square (0.49) tells how regression approximates the real 

data. The value of R square suggests that various factors 

considered for service quality dimensions explain only 49 % of 

satisfaction. P value of 8.18633E-75 of regression co-efficient 

indicates that there is less than 0% scope that the result 

occurred as a result of chance. 
TABLE III 

 RESULT OF REGRESSION ANALYSIS 

  Coefficients t-stat P-value 

Intercept 3.493333 37.01175 8.18633E-75 

Convenience 0.08276 0.87393 0.38363062 

Dependence 0.094318 0.995964 

0.32096163

7 

Security_privacy 

&_usefulness 0.003676 0.038813 

0.96909418

5 

Handiness 0.119742 1.264422 

0.20815016

2 

Amenable 0.136241 1.438645 

0.15245161

7 

Reliable 0.07813 0.82499 

0.41076056

7 

Competent 0.103117 1.088879 

0.27805181

6 

(Source : Primary data)      R-square: 0.048843                                                           

Using the values from table-3, it can be predicted that the 

value of Pearson‟s correlation co-efficient shows positive 

relation between individual service quality dimensions and 

customer satisfaction on the services of SBI internet banking. 

Hence the null hypothesis Ho2 is rejected at 0.01 level of 

significance, this proves that there is a significant relationship 

between service quality dimensions and customer satisfaction.  

Two-way ANOVA test was conducted for analyzing the 

influence of demographic characters on service quality 

dimensions. The results of the tests are shown in table-4 (sex, 

education vs level of satisfaction).  Based on the results of 

two-way ANOVA (table-4) p-values are 0.639 and 0.157 

which are greater than 0.05 hence it is concluded that there is 

no influence of sex and education levels of the rural 

customers‟ on  levels of satisfaction. Hence the null hypothesis 

Ho3 and Ho4 are accepted. 

 

 
 

TABLE IV 

TWO-WAY ANOVA ON GENDER AND EDUCATION LEVELS VS LEVEL OF 

SATISFACTION 

 
(Source : Primary data)         R Squared = .026 (Adjusted R Squared = .006) 

IX. CONCLUSION AND SUGGESTIONS 

It is observed that the factor „convenience‟ has maximum 

factor loadings indicating that too much of sophisticated 

options or services will not be of much importance to the rural 

customers. Hence it is suggested that there is a need to design 

the net banking services in a manner to make them more 

convenient or simple for routine banking operations being 

used by the rural customers. Factors relating to „competence‟ 

of the service have got lowest explained variance which shows 

that the rural customers are not fully aware of the latest options 

of the service and not utilizing the service to the full extent.  In 

this context it is suggested that the rural customers are to be 

educated more on the internet banking service options by 

conducting grand melas (promotional sales fairs), distributing 

simplified brochures in local language. Further, it is suggested 

that providing interactive assistance both on branch and on 

site, benefits the rural customers in using various options of 

internet banking services. Though there is a positive relation 

between the service quality dimensions and level of 

satisfaction it is not very significant showing that the rural 

customers are not tilting towards this service to the expected 

levels. The influence of demographic characters like 

„education and gender‟ has not shown any specific significance 

indicating that though the education levels are increasing the 

perception of all the rural customers is almost one and the 

same.  Hence, it is suggested that as the customers with lower 

education levels perceive the service factors in the same trend 

as that of the highly qualified customers.  The demarcation of 

customers based on education levels should not exist for the 

long-run benefit of the organization. Practical implication of 

these results is that banks need to highlight the benefits of 

internet banking, make internet banking easy-to-use, and 

enhance internet banking security to improve consumers‟ trust. 

Security of the information should be provided in non-

technical terms, and be accompanied by standard security 

statements. In addition, banks should design their web sites as 

effective delivery channels and offer information beyond 

banking services. It is essential to provide a well-designed and 

user-friendly web site to attract potential adopters‟ attention. 
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Customers should not be caused to spend a lot of effort or time 

to adopt themselves to internet banking. 

X. SCOPE FOR FURTHER RESEARCH 

A comparative study between the public sector banks and 

private sector banks or a comparative study between different 

public sector banks will be a better option. A large percentage 

of unexplained variance suggests the need for additional 

research incorporating potential unmeasured variables in the 

current study. 
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