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Executive Summary 

E-commerce is the buying and selling of a product or service over electronic systems such as 

the Internet and other computer network. The Internet is a global system of interconnected 

computer networks that use the standard Internet protocol to serve billions of users 

worldwide. The Internet is defined as the worldwide interconnection of individual networks 

operated by government, industry, academia, and private parties. Initially the Internet served 

in order to interconnect laboratories and workshops involved in government research and 

examination, and since 1994 it has been expanded to serve millions of users and a multitude 

of purposes in all parts of the world. The appearance of the Electronic and Internet commerce 

nowadays has now begun to create a different and innovative relationship between the 

customer and the service provider. In the environment of the internet banking, the displayed 

of the use of the internet by bank associations as a network of selling their services and 

facilities was not only a sanctification but also a challenging and exciting issue. The whole 

and complete nonappearance of human interaction and collaboration, the low levels of 

customer satisfaction and the high levels of customer turnover have increased the need of 

better understanding customer's requirements and providing services of the higher quality. 

The present project aims to investigate customer satisfaction and the customer's perceived 

service quality in the area of internet banking. The following research took place in Cyprus, a 

place where the internet banking usage and internet perception is well below at present. In 

order to identify the relation between internet service quality and customers a specific model 

was adopted. The model consists of five major dimensions of web-based service quality 

selected through a detailed review of the literature. These dimensions are reliability, 

responsiveness, security, accessibility and quality of information. Each of the above 

dimensions was then examined through a survey of 120 valid questionnaires in terms oftheir 

relationship with and importance in satisfaction or dissatisfaction levels from the perspective 

of Cypriot electronic banking users. The results of the survey showed that while Cypriot 

electronic banking users are satisfied with the dimensions of security, reliability and quality of 

information, they are not so satisfied with the dimensions of accessibility and responsiveness. 
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Chapter One 

INTRODUCTION 

The first Chapter delivers a synopsis of what are the current research objectives and purposes 

to accomplish. The first chapter tries to provide a brief reference to the emergence and 

development of the internet and electronic commerce and the impacts it had on the banking 

industry and the development of electronic banking in the Cypriot market. Also a full 

attention is given so far as the quality of the internet service area is concerned. Finally it is 

focused on the problem and the purpose of the research. 

1.1 Background of the Study 

1.1.1 The Development of Electronic Commerce & Market 

The development and the rapid growth in telecommunications and computer networks, and 

global competition have led the business world in new innovative ways of managing 

conducting and executing business transactions. Electronic commerce & Electronic Market is 

one of those innovative ways. Electronic commerce can be defined and analysed as the 

sharing business information, conducting business transactions through internet-based 

technology and maintaining business relationships. Website is the tool for E-commerce which 

helps customers to search and find the appropriate information about the services or the 

products they need, and also buy those products and services using the world of intern et. 

Kotler (2003) suggests intern et may increase the efficiency and speed, improve customer 

service and help in quickly adjusting to market conditions. It also reduces operating costs 
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through the decrease in the number of customer service personnel (Kumar & Petersen, 2005). 

At the same time, electronic commerce may also provide consumers with a number of 

benefits such as convenience, cheaper products and instant services (Turban et aI, 2004). 

1.1.2 What is Electronic Banking? 

The word of electronic banking is a more general language, which may be used 

interchangeably with different methods of electronic banking, such as phone Banking, 

Internet banking or PC banking. Internet banking is mostly used to refer to the internet 

banking services provided by a virtual bank, which only operates a website rather than 

physical branches. In this case, the customer executes transactions through the bank's website. 

According to the FinCEN (2000, p. 25), "electronic banking is an umbrella term for the 

process by which a customer may perform banking transactions electronically without 

visiting a brick-and-mortar institution". 

Electronic banking activities may involve transferring funds, paying bills, viewing checking 

and savings account balances, paying mortgages, and purchasing financial instruments and 

certificates of deposit. 

1.1.3 The Banking Area in Cyprus 

Nowadays the banking industry is one of the main facility and service activities in Cyprus. To 

date, there are four major commercial banks in Cyprus. These are the Bank of Cyprus, the 

Laiki Bank, the Alpha Bank and the Hellenic Bank (Cyprus). As it is shown in Table 1.1, the 

quoted banks collectively hold the 62.7 percent of Cyprus market share. There are also a 

number of well-established cooperative banks, which in total have a considerable market 

share in the industry (19.11 %). 
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Table 1.1: Main Banks in Cyprus and their Market Share 

Total Deposit 
Market 
Share 

€OOO 0/0 
Bank of Cyprus 18,241,001 26.66% 
Marfin Laiki Popular Bank Public Co Ltd 8,775,712 12.83% 
Hellenic Bank Group 6,886,081 10.06% 
ALPHA Bank Cyprus Ltd 2,508,958 3.67% 
National Bank of Greece (Cyprus) Ltd 862,527 1.26% 
Coop Central Bank 15,095,235 22.06% 
Bank of Piraeus (Cyprus) Ltd 1,032,504 1.51% 

Source: Central Bank Of Cyprus (2012), "Banking in Cyprus: Market Shares of Banking 
Institutions" [on line], Available from: 
http://www.centralbank.gov.cy/ngcontent.cfm 1a id=11912&lang=en 

1.1.4 Internet Usage in Cyprus 

It is a fact that intern et usage in Cyprus is well lowers the European Union average, the up-to

date statistics by the Internet World Statistics (2009) show that internet usage in Cyprus has 

seen an intense growth in the latter few years. Mostly, in 2000 only 14.7% of total popUlation 

was using the internet and this percent increased to 36.7% in 2007. Additional research 

showed by the International Telecommunications Union found that intern et usage in Cyprus is 

predicted to rise even more in the near future. 

1.1.5 The Present Status Electronic Banking in Cyprus 

Even though the internet usage and the banking industry in Cyprus are in growth, electronic 

banking usage is not growing at the same amounts. Actually, internet banking usage is only 

6.1 % (E-business forum, 2007). Despite the short levels of internet banking usage, there 

appears to be a continuous growth in usage and this leaning is expected to continue. There are 

many electronic banking suppliers in Cyprus but the main are the same four primary banks as 

stated above. Even though a different title is given to their electronic banking services, all the 
10 



providers offer very similar services (Bank of Cyprus, 2012; Laiki Bank, 2012; Alpha Bank, 

2012; Hellenic Bank, 2012). Table 1.2 shows the major internet banking suppliers in Cyprus 

and the core services they offer. 

Table 1.2: The Major Cyprus-based Internet Banking Providers 

Internet Banking Title of Service Main Services Provided 
Provider 

• Money Transfers 

• Account Balances 

• Past Transactions 
Bank of Cyprus Direct Banking 

Cheque Book Ordering • 
• Statement Ordering 

• Utility Payments 

• Checking Balances 

• Requesting Cheque Books 

• Transferring Funds 
LaikiBank Electronic Banking 

• Standing Orders Creation 

• Performing Utility Bills Payment 

• Loan Repayments 

• Balances and Account Statements 

• Local and International Transfers 

• Creation of Standing Orders 
Hellenic Bank Net Banking 

• Electronic Loans with competitive 
rates 

• Payment of Utility Bills 

• Checking balances and transaction 
history 

• Transferring funds 

• Repaying loans 
Alpha Bank Alpha Web Banking 

• Placing orders 

• Placing standing orders 

• Viewing current and past fluctuations 
of exchange rates 
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1.2 The Reasoning Behind the Selection of the Topic 

In addition the strategic customer satisfaction and importance of service quality, there are also 

several other reasons that led us to the decision to undertake an examination on the particular 

topic. Internet banking was chosen after considering the developing and a rapid growth of the 

segment. The low usage of intern et banking in Cyprus gives the opportunity to believe that 

the specific area of research can contribute to a deeper and better consideration of the 

requirements and obligations of the Cypriot internet banking customers when using the 

internet banking. It might also allow banks to improve and expand their internet banking 

service quality on certain areas and, hence, help the enlargement of its usage in the nation. 

1.3 Purpose of the Research & The Reasoning Behind the 

Selection of the Topic 

Besides the strategic importance of service quality and customer satisfaction as discussed in 

the previous chapter, there are also various other reasons why the author decided to undertake 

a research on the specific topic. Regarding the nature of the sample industry, internet banking 

was selected because it is an emerging and a rapidly growing sector. Furthermore, the island 

of Cyprus was selected as the place of conducting the research and selecting the sample 

population from , since no similar topic has ever been investigated in the past. This, together 

with the relatively low usage of internet banking in the island, makes the author to strongly 

believe that the particular topic can contribute to a deeper understanding of the requirement of 

Cypriot internet banking consumers when using the internet banking. This understanding 

would also enable banks to improve their internet banking service quality on particular areas 

and, therefore, help the expansion of its usage in the country. The major purpose of the 

research is dual. The research intended to examine the levels of satisfaction or dissatisfaction 

of Cypriot customers for each dimensions. The second major aims were to examine which 

dimension or dimensions of the research are measured by Cypriot electronic banking users 

has the most vital task in the level of their fulfilment 
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Chapter Two 

LITERATURE REVIEW 

The current chapter introduces what the present research aims to achieve. The core theoretical 

impressions, such as customer service quality and satisfaction, will be well-defined and 

extended. Specific highlighting will be located on e-service quality since the current chapter 

of examination is service quality in internet banking. 

2.1 Service Quality 

2.1.1 Old-style Service Quality 

The service quality has generally been a major factor of retaining, attracting and satisfying 

customers as an important tool for sustainable competitive advantage. In this chapter the 

impression of service quality is defined and afterwards the major and important dimensions of 

service quality as find from the literature will be highlighted. The topic has the title of "Old

style Service Quality" since it refers to the quality of services delivered by old style modes 

like face-to-face interaction. , Parasuraman et al. (1988, p.14) defined service quality as "an 
attitude and a result from a comparison of expectations with perceptions of performance ". 

Parasuraman highlighted three equally important issues relating to service quality as follows: 

• Service quality is the result of the comparison between the customers' expectations 

with the actual performance of the service 
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• Due to the intangible nature of services, evaluation of service quality is generally more 

difficult than that of goods quality 

• Evaluation of the quality of a service is not only an outcome of the service but also a 

result of the process by which the service is delivered to the customer Parasuraman et 

al. (1985). 

2.1.1.1 Dimensions of Old - Style Service Quality 

Thousands researches have tried to identify the major dimensions of service quality that may 

influence the customers' perceptions of service quality. Dimensions of service quality are 

factors associated with a service provided, which the customer takes into account to make 

judgements about the quality of that service (Parasuraman et aI., 1985). One important 

research carried out was that of Gronroos (1982) who found three vital dimensions of service 

quality. The first dimension is the technical aspect of the service, which refers to the actual 

outcome of the service encounter. The second dimension is the functional aspect of the 

service which relates to the interaction between the service provider and the customer. The 

final dimension identified by Gronroos (1982) associates with the corporate image and, more 

particularly, with the consumers' perceptions of the organisation that provides the service. 

Parasuraman et al (1988) identified the initial dimensions to five with tangibles, reliability, 

responsiveness, assurance and empathy being included. Based on the quoted dimensions, 

Parasuraman et al (1988) developed the well-known and widely-used SERVQUAL, a 22-item 

survey tool to undertake their research and measure service quality. A brief definition of each 

dimension of service quality, as provided by Parasuraman et al (1988), is given in Diagram 

1.1 : 
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Internet service quality is the quality of a service delivered to the customer virtually over the 

internet. A characteristic definition is that of Santos (2003) who defined internet service 

quality as the evaluations and judgments that a customer makes about the excellence of the 

service delivery through the internet. The quoted argument seems to be as spherical as their 

definition of internet service quality is: 'e-service quality is the extent to which a Web site 

facilitates the efficient and effective shopping. purchasing and delivelY' (Zeithaml et aI., 

2000, p. 135). 

Other writers have located importance on chastely the technical functioning of the web site 

and the service delivered through the internet (Liu & Arnett, 2000). For instance, Y 00 & 

Donthu (2001) recommended that internet service quality is determined by the website's 

speed, security, ease of use and aesthetic design. In this sense, technical-oriented 

classifications view only the one side of the coin, that is, the customer interaction with the 

internet site itself. 

2.1.2.2 Dimensions of Internet Service Quality 

In sector, the dimensions of old-style service quality were observed by mostly considering the 

studies of Parasuraman et af (1988), & Gronroos (1982). Of specific attention were the five 

dimensions identified by Parasuraman et af (1988), such as tangibles, reliability, 

responsiveness, assurance and empathy. In the mentioned sector, the SERVQUAL model as 

developed by Parasuraman et af (1988) was as well considered as a widespread and widely

used tool for measuring and evaluating old-style service quality. Because of the need of 

SERVQUAL instrument to be studied, scientists and academics have focused their efforts on 

detecting a new set of dimensions that would be entirely to improve a new tool for measuring 

service quality in an online background. 

Since SERVQUAL was not able to measure intern et service quality, the specific tool attended 

as the initial point of Zeithaml's et af (2000) work to develop a new model that would best 

meet the need of measuring intern et service quality. The different reviewed model, the e

SERVQUAL, identified seven major dimensions of intern et service quality. These are 
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