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Abstract

In the era of globalization and increasing competition worldwide, banks are changing their
strategies in order to reach customers around the world easier and cheaper. Banks have
adopted modern technology to reduce costs and improve the quality of customer service as
well as provide standardization of basic services. Albania has been a positive trend in the use
of e-banking and the Internet as a new alternative for providing banking products and
services. The purpose of this study is to measure the impact of service quality, quality of e-
service, price factors and image have on the trust and loyalty of customers to banks and
present some conclusions in order to improve the e-banking situation in Albania. The study is
based on primary data collected from the administration of 400 questionnaires in three
districts of Gjirokastra region. Data were analyzed using classical econometric models (linear
multifactorial regression). From the multivariate analysis, used to see the relationship between
trust and service quality, e-service quality, price and image, it resulted that e-service quality,
image and price are important factors influencing customer trust, while quality of service does
not appear to be statistically significant. All four of the above factors were taken into account
to see their relationship with loyalty to banks. Multivariate analysis showed that all four
factors are statistically significant in their impact on loyalty. These findings constitute a
valuable contribution to the financial institutions, financial advisors, bank customers and
prospective applicants.
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1. Introduction

Nowadays e-banking has become an integral part of modern banking due to lower
transaction costs, twenty-four hour services, increased control over transactions, higher
transaction volume in less time, of remote transaction facilities, and a much wider group of
banking products and services. Internet technology has changed the design and manner of
financial services and as a result the banking industry has made continuous innovation and
leading ultimately to the idea of what is known as "online banking".

In real use of the Internet as a new alternative channel for the distribution of financial
services has become a competitive necessity rather than just a way to achieve competitive
advantage with the advent of globalization and fierce competition (Flavian, C., Torres, E., and
Guinaliu, M. (2004); Gan, C and Clemes, M. (2006). Basically electronic banking involves
the use of electronic means to transfer funds directly from one account to another. E-banking
has brought about an evolution in the banking system, because it has become possible
"creation" of a bank branch in everyone's home and is destined to develop further.

Compared to traditional banking, e-banking is a free and direct way to perform banking
operations. There are many benefits of e-banking, such as simpler monitoring of bank
accounts, buying and selling goods and services, paying various bills, participating in
auctions, e.g. Amazon.com and E-Bay, money transfer from any place and at any time, cost
reduction (MPCS, 1998; Sathye, 1999), time saving, etc.

Other benefits of e-banking include: no restrictions and barriers, but it is very convenient,
services are provided at minimal cost, it has transformed traditional practices in the banking
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sector; the only way to stay connected with customers in any country and at any time is
through internet applications, it results in high performance in the banking industry through
fast delivery of information from the consumer and service security; customers prefer using e-
banking, because it saves time, makes it possible to use new products and services with lower
tariffs on transactions and encourages the rotating management which is one of the most
important dimensions of service quality in e- banking (Gonzalez et al, 2008; Singhal and
Padhmanbhan 2008; Brodie et al,2007; Williamson, 2006, Beer, 2006; Cooper, 1997; ¢
IAMALI, 2006 and Jozefi et al, 1999).

2. Literature review

The use of electronic banking service by banks in recent years has been the center of many
academic studies (Andreas - Nicholas Papandreou 2006). The focus of academic studies have
undoubtedly been reasons or factors that make it necessary for such a development which no
doubt can be called "historic" and may constitute a separate phase in the history of banking
operations. Over the last ten years there has been a lot of research which has studied a large
number of factors that affect the purpose of consumers to use internet banking. In the context
of e-banking, literature review allows us to identify the factors that influence customer
attraction in the use of e-banking.

Stewart (1999) argued that despite the advantages of e-banking is possible and that his
failure was attributed primarily to a lack of trust of customers to electronic channels.

It is very difficult to analyze trust as a phenomenon and it can be almost impossible to
analyze trust in the context of e-commerce due to the complexity and risk of e-commerce.
Trust will be the deciding factor in the success or failure of e-banking. It is difficult to build
an effective electronic payment system without having full confidence in banks, as customer
deposits are a necessary component for this system to work.

Sathye (1999) and Polatoglu and Ekin (2001) found that the reliability dimension was an
important determinant for customers who used electronic banking. Moreover, Sathye (1999),
and Liao & Cheung (2002) have found that trust was positively associated with the use of
electronic banking services. They reached the conclusion that the more confidently customers
percept electronic banking service, the more possible it is that they will use electronic
banking. Sadeghi and Hanzaee (2010) made up a model with seven factors as follows:
comodity, accessibility, correctness, safety, necessity, bank image and website design,
considering them as main indicators of quality perception of e-banking service by customers.
Also, Yap, K et al. (2010) focused on the quality of traditional services and the features of the
internet and their impact on building customer trust in e-banking.

The quality of electronic banking system services should become an important area of
attention among researchers and bank managers due to the impact on business performance,
lower costs, customer satisfaction, customer loyalty, and profitability ( Seth et al., 2004).

2.1. Service quality

The most important factors influencing the selection of banks are the quality components
of the services. All banks offer almost the same services, but to distinguish between banks we
must note how these services are provided. Dabholkar et al. (1996) found that service quality
is multidimensional. They found the direct impact of customer perceptions on performance
levels on service quality, and that customer personal characteristics are important for value
assessment. Studies from the service literature have highlighted the importance of quality
perceptions and the relationship between service satisfaction and quality (e.g. Cronin and
Taylor, 1992; Taylor et al, 1994). However, there is no evidence to suggest that service
quality leads to customer satisfaction and helps to retain existing customers and attract new
ones (Keiser, 1993; Lian, 1994a, b).

Nowadays, banks have tried to increase their performance that goes beyond service
quality. They suggest what they call “service excellence” (Mahoney, 1994). Marsden (1993)
suggested perfect service as an area with which firms can satisfy their customers and exceed
their expectations. This has stimulated many manufacturing and service businesses to adopt
programs such as TQM (total quality management) or CQI (continuous quality improvement)
(James, 1989; Joseph, 1996).
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In addition, measuring and evaluating the quality of services in the field of banking,
including the banking industry has become very important due to changes in the banking
environment. Banking has become more integrated globally, there is high competition but
still, it is important for banks to know how their customers will perceive products and
services.

2.2. E-Service quality

The quality of e-service is one of the key factors determining the success or failure of e-
commerce (Santos 2003). Nowadays advances in information technology play a vital role in
business. This has provided a completely new look to expand the range of products and
services offered by Internet use. In addition, the emphasis is on building and maintaining
customer relationships as the key to success in being competitive in e-commerce, which
depends on the effective delivery of e-service quality. The banking industry today is moving
towards providing integrated financial services due to strong competition and rapid
technological change. Albanian banks are trying to think strategically by offering high quality
products and services to satisfy their customers. Albanian banks consider these changes and
try to apply new technologies to gain more market share by using the quality of E-service
from the website by offering different types of services such as checking accounts and
statements, transferring funds. , placement of fixed deposits, payment of bills, credit cards,
loans and insurance payments, application for bank drafts and telegraphic transfers.

Kaynama and Black (2000) based on traditional SERVQUAL dimensions built a model to
measure the quality of seven-dimensional service: pleasure, access, navigation, design,
feedback, background, and personalization. Zeithaml (2002) develops a framework consisting
of eleven dimensions used in the evaluation of e-service quality delivery which include:
access, convenience, efficiency, flexibility, reliability, personalization, security,
accountability, trust, aesthetics of the website and price knowledge.

2.3. Image

The image is described as an attitude (Hirschman et al, 1978). Moreover, Kennedy (1977)
noted that the image has two main components, functional and emotional. The functional
component is related to the tangible dimensions that can be easily identified and measured,
while the emotional component is related to the psychological aspects that are the process by
which customers compare the different qualities of firms (LeBlanc and Nguyen, 1996, and
Nguyen and LeBlanc, 2001).

According to Kang and James (2004), a favorable and well-known image is seen as a
valuable asset and in many respects the image has an impact on customers perception of the
firms communication and operations. Kang and James (2004) explained that if a customer has
a positive image towards the service provider, they tend to forgive the small mistakes made
by the service provider.

2.4. Trust

Morgan and Hunt (1994) stated that trust exists only when one party has confidence in the
trustworthiness and integrity of the other party. Doney and Cannon (1997) also added that the
partner should also have the ability to continue to meet his obligations to customers within the
cost-benefit relationship; so, the customer must not only anticipate positive outcomes but also
believe that these positive outcomes will continue in the future. Researchers had focused on
the essential role of trust in building and maintaining long-term relationships (Rousseau et al,
1998; and Singh and Sirdeshmukh, 2000).

This is also known in marketing theory as the basic policy in developing and maintaining
long-term relationships (Crosby et al, 1990; Ritter, 1993; and Doney and Canon, 1997).

2.5. Loyalty

Loyalty is considered one of the keys to achieving company success and sustainability
over time (Keating et al, 2003). Loyal customers are less likely to switch to another
competitor due to price incentives, and these customers results to make more purchases than
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less loyal customers (Baldinger and Rubinson, 1996). An American study concluded that
more than 37 percent of the variance observed in customer loyalty levels was explained by
satisfaction levels. Given the growing competitiveness of many industries, customer loyalty is
perceived as a key factor in gaining and maintaining market share, moreover, customer
loyalty is a key determinant of firms long-term financial performance.

Albanian Banks must provide customers loyalty to achieve stable financial growth and
improve their position in the market. They need to develop strategies to ensure increased
customer satisfaction and loyalty by improving service quality, if loyalty increases this can
lead to significant profit growth. Moreover, customers will stay loyal to their banks when
there is an increase in the level of satisfaction. For this, we consider the vital role of customer
satisfaction in customer relationships and the positive impact on loyalty.

3. Purpose and study objectives

The purpose of this study is based on the current state of e-banking in Albania to measure
the impact that service quality, e-service quality, price factors and image have on customers
trust and loyalty to banks. In view of the above purpose, the paper has as its main objective:

Measuring the impact that the quality of service, the quality of e-service, price factors and
image have on the trust and loyalty of customers to banks (with a focus on the Gjirokastra
region).

4. Hypothesis and methodology

The decision to use electronic banking services is a function of several variables
(measured in 7 degrees according to Likert) and personal characteristics. Variables will
include: trust, loyalty, service and e-service quality dimensions, price and image.

To address research problems and achieve the main objective, this study will confirm the
following hypotheses:

Study hypotheses

Hypothesis 1: Trust does not depend on service quality, E-service quality, price factors
and image

Hypothesis 2: Loyalty does not depend on service quality, E-service quality, price factors
and image

To achieve the purpose and objective of the study was conducted a questionnaire in three
districts of Gjirokastra region. Based on statistical methods and classical econometric models
(linear multifactorial regression), the survey data were processed and findings the
confirmations or not of the hypotheses were presented.

5. Data analysis and findings

To measure the impact of service quality, e-service quality , price factors and image have
on the trust and loyalty of customers to banks was used classical econometric models (linear
regression multifactorial). Table 1 presents the information of sample composition by
personal factors.
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Tabela 1: Sample by personal factors

Frequency Percent
A. PERSONAL FACTORS

1. Gender 350 100.00 %
a) Female 186 53.14 %
b) Male 164 46.86 %
2. Age 350 100.00 %
a) below 18 years old 5 1.43 %
b) 18 -25 years old 88 25.14 %
¢) 26 -35 years old 97 2771 %
d) 36 -5 years old 68 19.43 %
¢) 46 -55 years old 64 18.29 %
f) More than 56 years old 28 8.00 %
3. Marital status 350 100.00 %
a) Married 195 5571 %
b) Single 132 37.71 %
¢) Widowed 8 2.29 %
d) Divorced 15 4.29 %
4. Education level 350 100.00 %
a) Low education 13 3.71 %
b) Secondary Education 96 27.43 %
¢) University education 211 60.29 %
d) Postgraduate education 30 8.57 %
5. Area of residence 350 100.00 %
a) Urban areas 287 82.00 %
b) Rural areas 63 18.00 %

Source: Developed by author

5.1. Regression Analysis

Hypothesis 1: Trust does not depend on service quality, E-service quality, price factors
and image

Table 2: Summary of model for trust with the method of least squares
Dependent variable: TRUST

Variable Coefficient Std. Error t-Statistic Prob.

C -0.529820 0.259301 -2.043262 0.0418
E-SERV. QUALITY 0.248655 0.066925 3.715413 0.0002***
SERVICE QUALITY 0.081202 0.073705 1.101718 0.2714
IMAGE 0.452139 0.049056 9.216745 0.0000%***
PRICE 0.308942 0.038580 8.007726 0.0000%**
R-squared 0.673883 Mean dependent var 5.338135
Adjusted R-squared 0.670090 S.D. dependent var 1.334388
S.E. of regression 0.766442 Akaike info criterion 2.320108
Variable Coefficient Std. Error t-Statistic

Sum squared resid 202.0772 Schwarz criterion 2.375339
Log likelihood -399.8589 F-statistic 177.7087
Durbin-Watson stat 1.985028 Prob(F-statistic) 0.000000

Source: Developed by author

Note: *, ** *** *%* ipndicates that the results are significant at 10, 5 and 1 percent

respectively.
The final model derived from the multivariable analysis appears as follows:

TRUST = -0.529820 +0.248655 E-SERVICE QUALITY +0.081202 SERVICE QUALITY + 0.452139
IMAGE + 0.308942 PRICE + ¢
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The value of the Durbin — Watson test results to be equal to 1.985028. This value is within
the allowable range (1.5-2.5) and indicates that autocorrelation is not present in the model.

The above data show that the model as a whole is important because the statistics (F =
177.7087; Prob F = 0.000000 <0.05). In this way we conclude that the elevated model is
statistically significant based on the error of the first type a = 0.05 or at the 95% reliability
level.

To measure the power of addiction of depended variable (faith), and independently
variables included in the model (E- sercive quality, service quality, image and price) is
considered the correlation coefficient R? corrected with the freedom scales. According to the
statistics presented in the summary table of the model, it is noticed that 67% of the variation
of the dependent variable is explained by the independent variables. The remaining 33%
belongs to other factors (including random ones) that are not included in the model.

Among the four factors included in the model results that E-service quality, image, and
price are statistically significant, while the service quality does not appear to be statistically
significant. This is confirmed by the test values t and the probability p values that for each
variable result respectively t of quality of E-service = 3.715413, p (t) quality of E-service =
0.0002 <0.05; t of service quality = 1.101718, p (t) service quality = 0.2714> 0.05; t of image
=9.216745, p (t) image = 0.0000 <0.05; t of price = 8.007726, p (t) price = 0.0000 <0.05. It is
also noted that among the three statistically significant factors, results that the image has more
impact, because according to the model, if the image improves by one degree then it is
expected that the confidence will increase by 0.45 degrees.

Consequently, we can say that the above hypothesis is proven only for the quality of
service with probability of at least 95%.

Hypothesis 2: Loyalty does not depend on service quality, E-service quality, price factors
and image

Table 3. Summary of model for loyalty with the method of least squares
Dependent variable: LOYALTY

Variable Coefficient Std. Error t-Statistic Prob.

C -0.027608 0.276533 -0.099837 0.9205
E-SERV. QUALITY 0.171747 0.071373 2.406336 0.0166**
SERVICE QUALITY 0.388582 0.078603 4.943593 0.0000%**
IMAGE 0.142923 0.052316 2.731900 0.0066***
PRICE 0.309358 0.041144 7.518847 0.0000%**
R-squared 0.594323 Mean dependent var 5.363181
Adjusted R-squared 0.589606 S.D. dependent var 1.275915
S.E. of regression 0.817377 Akaike info criterion 2.448790
Sum squared resid 229.8280 Schwarz criterion 2.504020
Log likelihood -422.3138 F-statistic 125.9913
Durbin-Watson stat 1.595233 Prob(F-statistic) 0.000000

Source: Developed by author

Note: *, ** *** *¥%* jpndicates that the results are significant at 10, 5 and 1 percent
respectively.
The final model derived from the multivariable analysis appears as follows:

LOYALTY = -0.027608 +0.171747 E-SERVICE QUALITY + 0.388582 SERVICE QUALITY +
0.142923 IMAGE + 0.309358 PRICE + ¢

In this model, the Durbin-Watson test results to be 1.595233, a value within the allowable
range (1.5-2.5) and indicates that the assumption regarding autocorrelation has not been
violated. Meanwhile, the variation of the dependent variable is explained by 58.96% of the
independent variables taken in the model, because the adjustable coefficient of determination
results in R2 = 58.96%, while 41.04% of the variation of the “loyalty” variable is explained
by other random variables. in the model.

The data in the table above show that the model is statistically significant at the 95%
confidence level (F = 125.9913; Prob F = 0.000000 <0.05). If we analyze the importance of
each variable included in the model (E-service quality, service quality, image and price), they
are statistically significant so their effect on loyalty is valuable. This is confirmed by the test
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values t and the probability p values that for each variable result respectively t of quality of E-
service = 2.406336, p (t) quality of E-service = 0.0166 <0.05; t of service quality =
4.943593, p (t) service quality = 0.0000 <0.05; t of image = 2.731900, p (t) image = 0.0066
<0.05; t of price = 7.518847, p (t) price = 0.0000 <0.05. Note also that among these four most
important factors are quality of service and price, because according to the model, if the
quality of service and price improve by one degree then it is expected that loyalty will
increase by 0.388 and 0.309 respectively.

Consequently, we can say that the above hypothesis is rejected with probability at least
95%.

6. Conclusions

The purpose of this study is to show the impact that service quality, e-service quality, price
factors and image have on customer trust and loyalty to banks in terms of using e-banking.

From the multivariable analysis used to analyse the relationship between trust and service
quality, E-service quality, price and image, results that E-service quality, image and price are
significant factors that impact the costumers trust and the service quality is statistically
insignificant.

Among the three statistically significant factors, results that the image has more impact,
because according to the model derived from multivariate analysis, if the image improves
with a degree then it is expected that trust grows by 0.45 degrees. Our study is consistent with
previous studies of Muhammed et al (2010) who found that image is a factor which positively
impacts on the trust.

The forth above factors were taken into consideration to see their connection to bank
loyalty. The multivariable analysis showed that the forth factor are statistically significant in
their impact on loyalty. Note also that among these four most important factors are quality of
service and price, because according to the model, if the quality of service and price improve
by one degree then it is expected that loyalty will increase by 0.388 and 0.309 respectively.
This finding reinforces the conclusion of Zahorik and Rust (1992) who have argumented that
service quality is a factor that affects customer loyalty. The results also support the study of
Sirgy and Samli (1989), who reported a positive direct relationship between image and
loyalty. Al-Khozam (2010), using the five main dimensions of e-service quality (ease of use,
privacy, security, e-responsibility and contact), to measure their effect on customer loyalty
found that there is no connection important between them as a direct link. According to the
above study there is an indirect significant effect of e-service quality on customer loyalty
mediated by satisfaction, image and trust. Also Al-Khozam (2010), using the five main
dimensions of service quality (bank assets, reliability, accountability, security and sensitivity)
to measure the effect of service quality on customer loyalty has found that there is no
significant relationship direct between them, but has an indirect significant effect on customer
loyalty mediated by satisfaction, image, and trust. According to Al-Khozam's (2010) study, it
was found that there is an indirect effect of image on loyalty mediated by trust. Also Ball et al
(2004) found that the image has about loyalty in a different way, it can affect loyalty through
an indirect path from satisfaction and trust. Our findings support the following studies
conducted, e.g. one study confirmed positive relationships between perceived quality of
service and customer loyalty (Anderson and Sullivan, 1993; Cronin and Taylor, 1992). The
study of (Murphy, 1996) proved that loyalty can also be determined by image. Tam, (2003)
also proposed a model that explains customer loyalty where factors such as web design,
security, privacy, and customer service have a major impact on customer loyalty. While the
study of Brunner et al, (2008), in divergence with our findings found that image palys a much
smaller role in terms of loyalty.

The results of this study show that banks should pay more attention to the quality of
service, quality of e-service, image and price of banking transactions as important factors that
affect the trust and loyalty of e-banking customers. This will help them not only keeping their
existing costumers, but also will increase the number of new costumers.
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