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Abstract - The objectives of the study were to identify the reasons for low adoption of electronic banking in rural areas and 
the strategies needed for improvement. A mixed research approach combining both qualitative and quantitative research 
techniques was used to answer the objectives. The study employed a cross sectional survey for collection of data. The data 
was sourced primarily using questionnaires and interview guides from three banks in Mafubira subcounty, Jinja district 
Uganda. The banks include Stanbic bank, Centenary bank and Equity bank. Descriptive analysis was used in data analysis, 
frequency tables and summary statistics were used to present the findings. The results of the study indicated that the main 
reasons for low adoption of electronic banking include poor  electronic infrastructure, Security issues, difficulties in 
usage, Lack of interest and costly payments for the services. The study suggests the following  as  measures  needed  to  
improve  adoption  of  electronic  banking:  Increasing  awareness  of internet banking to the clients, Improve infrastructure 
like internet connections and bandwidth, assuring clients on security, sensitization on usage and having cost friendly services 
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I. INTRODUCTION 
 
According to Sara Naimi Baraghani (2007), advances 
in information technology have led to increased  use  
of  internet  in  business transactions. The banking 
sector has also succumbed to this wave  with the  
adoption of electronic banking (e-banking) giving 
rise to different products. E-banking is a form of 
banking service where funds are transferred through   
an   exchange   of   electronic   signal between 
financial institutions, rather than exchange of cash, 
checks, or other  negotiable instruments (Kamrul, 
2009). This was adopted as  a  strategy  to  enable  
banks  serve  a  large clientele at the same time, 
speed and easy accessibility. The uprising 
information technology in the banking channels was 
begun during the early 1970’s with the introduction 
of credit cards and automatic teller machines (ATM). 
This was later followed by tele-banking, cable 
television banking, progress of personal computer 
(PC banking) in the late 1980’s (Revanth Kumar 
2016). In   2017   Bank   of   Uganda   report,   it   
was recognized  that  electronic banking is  the  way 
towards  digital  financial  revolution.  The adoption  
of  electronic  banking  helps  banks reduce their 
costs though lowers employment in the      banking      
industry      (BOU,      2017). 
 Electronic  banking enables  bank customers  to 
access  and  perform  financial  transactions  on their 
bank accounts from their web enabled computers 
with internet connection to banks website anytime 
they wish (Musiime, 2011). However, given the 
numerous benefits cited above,  a  number  of  people  
in  the  rural  areas have  not  fully  accepted  the  
various  services under electronic banking. In deed 
many rural people are attempted to think only about 
mobile money services leaving the rest of services to 
urban dwellers. This proves to be a hindrance to the 

government’s attempt to ensure financial inclusion  
 
within the country. It’s therefore important that the 
study attempts to identify reasons for low adoption 
and identify strategies to improve electronic banking 
services adoption with in rural areas. 
 
II. PROBLEM STATEMENT 
 
In Uganda, e-banking gained momentum in the mid 
2000’s thus opening another window for financial  
institutions  to  bring  their   services closer to their 
customers. Despite efforts by the financial institution 
to make e- banking services easier and better, these 
services are very much under used in rural areas. 
This study therefore seeks to understand reasons why 
there is a low adoption and usage of e-banking 
service and identify strategies that can be 
implemented to increase usage of e banking services 
in rural areas. The findings of the study will help 
financial institutions implement strategies to improve 
the usage of e banking services in rural areas. 
 
III. MATERIALS STUDIED 
 
Electronic banking is the automated delivery of new   
and   traditional   banking   products   and services 
directly to customers through electronic medium. 
This system allows customers to access their 
accounts, transact business, make enquiries and have 
prompt responses from banks (Parisa, 2006). 
Automated Teller Machines (ATMs), telephone 
banking, internet banking, mobile banking, debit 
cards, credit cards, online bill payment and many 
others are examples of how technology is changing 
traditional banking. The primary services provided by 
E-banks are transferring money among one’s own 
accounts, his or her accounts to other people’s 
accounts, paying bills, and checking account 



International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-10, Oct.-2018 
http://iraj.in 

Customer Adoption and Electronic Banking in Rural Areas of Uganda 
 

60 

balances, Loans, brokering, share trading and many 
others. 
Reasons  for  low  adoption  of  e-banking  in rural 
areas 
Octovian and Daniela (2006) ,mentioned that 
Romanian customers were not adopting internet 
banking services because of unawareness and 
sufficient information about internet banking. In a 
parallel the study by Octovian and Daniela (2006) 
and Omar et al. (2011), it was discovered that most of 
the bank customers are still not aware of internet 
banking services, although customers would possibly 
adopt internet banking due to their willingness to 
accept change and innovation, and to appreciate ease 
of navigation on banks website with resulting time 
savings. 
 
In the study, Factors affecting the adoption of internet 
banking in Nigeria, Alex Alecheni (2015), discovered 
that the probable reason why Nigerian bank 
customers are not using or adopting internet  banking 
may be  the lack of uneasy access to banks sites or 
interfaces. Secondly, internet banking requires access 
to computers,   internet   and   other   devices   for 
continuous usage or adoption. The easier the access 
to internet or these devices, the greater possibility  of  
having  customers  adopting  or using internet 
banking. O'Connell (1996) identifies  lack of  access  
to  internet  and  other devices as a factor slow 
adoption of internet banking. Daniel (1999) examined 
the UK and Ireland  internet  banking  users  and  
discovered that lack of access to function-able PCs by 
customers was one of the reasons for low usage of 
electronic banking in these countries. 
A study result on Australian internet banking system 
reveals that security concerns among customers and 
bank withhold them from adopting/using internet 
banking (ABF, 1997). Similarly, O’Connell (1996) 
also points to security concern as a major issue for 
slow level of internet banking growth in Australia. 
Wallis (1997) report states that if security assurance 
levels  are  high,  several  people  will  carry  out 
most of their transactions online. 
James   (2012)   asserts   that   in   spite   of   the 
increasing popularity of internet banking around the 
world, its level of acceptance in Nigeria is relatively 
slow. The reluctance in adoption of  internet 
banking has been attributed to lack of customers trust 
in the said service in prior research. The low 
acceptance of internet banking is due to lack of trust 
which is due to security reason and lack of credibility 
in the system (Adesina and Ayo 2010). As it is stated 
in different E-banking literature some of the problems 
related with adoption of E banking are: Low level 
of internet penetration and poorly developed 
telecommunication infrastructure. According to 
Jensen (2003), most countries in Africa, except South 
Africa, have Internet infrastructure only in their 
major cities. Lack of suitable legal and regulatory 
framework for E-commerce and E-payment is another 

impediment for the adoption of new technology in 
banking industry 
In the study about Factors Affecting Adoption of 
Electronic  Banking  System  in  Ethiopian Banking 
Industry 2014, Ayana discovered that the major 
barriers Ethiopian banking industry faces in the 
adoption of Electronic banking are: security risk, lack 
of trust, lack of legal and regulatory     frame     work,     
Lack     of     ICT infrastructure and absence of 
competition between local and foreign banks. 
 
Strategies to improve usage of e-banking services 
 
Trust is an important component for successful 
adoption of e-banking hence building customers trust 
in internet banking might be essential for the banks 
providing internet banking services. Many scholars 
agreed that building customers trust is particularly 
vital for electronic commerce providers  because  this  
would  improve customers’   attitude   and   purchase   
intention (Gefen et al., 2003; Hassanein and Head, 
2007; Somali et al., 2009). In this regard, to improve 
customers’ acceptance in internet banking it is 
necessary for bank to design suitable internet banking 
strategy that could build customers trust in   internet   
banking.   Further,   it   might   be necessary for banks 
to use appropriate internet banking strategies to 
eliminate the risk and lack of security associated with 
the usage of internet banking to create trust in the said 
service. Ayana  2014  suggested  a  series  of  
measures which could be taken by the banking 
industry and  by  government  to  address  various 
challenges identified. These measures included: 
Establishing a clear set of legal framework on the 
use of technology in banking industry, supporting 
banking industry by investing on ICT infrastructure 
and banks. 
Naimot 2015 shows the significance of security 
strategies in building customers trust in internet 
banking usage and acceptance. Based on the results 
of analysis of this research the main strategy used by 
the banks to build customers trust is security strategy 
to boost the security of their online environment 
against cyber frauds. 
 
In addition, Naimot shows that the banks employees 
use word of mouth by conversing directly with their 
customers about the security and  quality  services  of  
their  internet  banking with the aim to increase 
internet banking acceptance. The results also show 
that the bank employees educate and train their 
customers about the security tips of their internet 
banking services in order to convince them to trust 
and accept their internet banking services. 
 
IV. METHODOLOGY 
 
A mixed methods approach was adopted for the study 
using both qualitative and quantitative methods to 
allow for comprehensive answers to the objectives. A 
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cross sectional survey was used for collection of data 
because it easily provides a snapshot of what’s going 
on with the research variables. The study population 
included financial institutions, staff and clients in 
Mafubira sub  county , Jinja district under which 
three financial institutions were selected and they 
included Stanbic bank, Centenary bank and Equity 
bank. The study targeted a sample size of 100 
respondents, 30 staff and 70 clients each bank. The 
sample is in line with Roscoe’s 1975 rule of thumb 
that a sample size between 30 and 500 is adequate for 
this kind of study. The respondents were purposively 
selected and primary data collected using 
questionnaires and interview guides. The 
questionnaire used statements measured on a likert 
scale were a measure of 1 indicated strongly disagree 
(SD) while 5 indicated Strongly Agree (SA). 
Descriptive analysis was used in analyzing the data, 
where frequency tables and summary statistics were 
used present the data findings. 
 
V. RESULTS/ FINDINGS 
 
Reasons for low adoption of Electronic banking 
 
The findings of the study revealed that the reasons for 
low adoption of electronic banking are as shown in 
the table below; 
 

Table 1: Reasons for Low adoption of electronic banking 

 
one of those reasons why people in Mafubira are still 
low in adopting e-banking services with a mean  of  
4.13  and  standard  deviation  of  0.19. Lack of 
interest and un willingness of customers to adopt e-
banking platforms with mean of 4.07 and   standard   
deviation   of   0.17,   e-banking services come at a 
cost and given the poverty levels of most rural 
dwellers, this becomes a reason for the slow adoption 
of the services with a mean of 4.03 and standard 
deviation of 0.33 and lastly uneasy access of e-
banking platforms is also another reason with 
mean of 3.76 and standard deviation 0.22. 
The results presented in the table above shows that 
the respondents are reluctant to adopting e- banking 
because of security risks and it gives a mean of 4.56 
and a standard deviation of 0.11 which implies that 
respondents strongly agreed that security risk is an 
impediment to e-banking. In addition, the result 
shown in the table above indicate that poor ICT 
infrastructure is another reason for the slow e-

banking adoption in Mafubira with mean of 4.52 and 
standard deviation of 0.38. Similarly, difficulty in 
usage has also been a barrier for the adoption of e- 
banking services with a mean of 4.43 and standard 
deviation of 0.13. Lack of awareness is  
 
Strategies to improve adoption of electronic 
banking services 
 

Table 2; shows strategies to boost e-banking services 
Reason Frequency Percentage 

Increased 
awareness 

98 18.4 

Improving        ICT 
infrastructure 

85 16.0 

Building   customer 
trust 

94 17.7 

Sensitization       on 
usage 

75 14.1 

Security assurance 89 16.7 
Free/ Cost friendly 

services 
91 17.1 

 
From the table above, strategies that can be adopted 
to boost the adoption of e-banking services   include;   
increased   awareness   with 18.4%, building 
customer trust with 17.7%, free/ cost friendly services 
at 17.1%, ensuring tight security for the e-banking 
platforms at 16.7%, improving ICT infrastructure at 
16% and finally sensitizing on usage at 14.1% 
 
DISCUSSION 
 
From the findings above, it’s evident that a security  
risk  is  one  of  the  most  important reasons as to 
why there is still low adoption of e- banking service 
within rural areas. People in Mafubira still don’t trust 
the various e-banking platforms with fear of 
fraudsters and hackers and cyber-crimes. With rapid 
development in ICT, there has also been increasing 
cases of crimes related to hacking into customers’ 
accounts and bank systems at large. In an article by 
Stephen Otage  ,(2013)  Banks  and  insurance 
companies  have  become  the  bedrock  of cyber 
fraud in Uganda. In sept 2017, two people were 
arrested for allegedly hacking into the accounts 
systems of Centenary bank and transferring millions 
of shillings. (The observer 14th   sept  2017).  
Therefore  security  risks  still pose a great threat for 
rural dwellers to adopt e- banking. In addition, the 
poor ICT infrastructure in rural areas is another 
impediment to fast adoption of e-banking; in Uganda 
most telecom companies  only  access  network  
coverage  of urban areas leaving the rural areas with 
little or no access to internet systems. This finding is 
in agreement with the study of Wondwossen and 
Tsegai (2005) stated that lack of sufficient 
telecommunication infrastructure is one of the basic 
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challenges in the development of E- payment in 
Ethiopia. In addition, the literacy levels in rural areas 
are still very low implying that the knowledge of 
using these e-banking platforms is still low, or people 
need a lot of training  for  them to  adapt  to  these  e-
banking services. Furthermore, some rural dwellers 
are not even aware of the various e-banking 
platforms. Many are tempted to think about mobile 
money services and forget about other services that 
can be accessed through e-banking. This is because 
even financial institutions have taken little effort to 
sensitize these rural people about the available 
services and still some financial institutions do not  
prefer working in rural areas because of high 
operation costs and  lastly some people are not 
willing in spite the efforts of the different 
stakeholders like the government  and  financial  
institutions,  people .have  no  interest  in  adopting  
e-banking  and prefer the traditional banking system. 
 
Under the strategies needed to boost or improve the 
adoption of e-banking services in rural areas, the 
different stake holders should endeavor to increase  
awareness  of  the  services  to  rural people, this can 
be done by door to door campaigns, or focus group 
discussions or community gatherings, training of 
people of how best to utilize these services and their 
likely benefits. In addition financial institutions need 
to create certainty about the security and privacy of 
people’s accounts. The need to protect people against  
fraud  and  hackers,  because  any  likely loss to one 
person is enough scare to the rest of the community 
against e-banking, further still there is need to 
extend better ICT infrastructure to boost internet 
connections within rural areas to enable them access 
systems 24hour, finally people prefer keeping their 
money intact, its therefore important that the 
institutions provide services at either a free cost or 
relatively very affordable costs for rural dwellers so 
as not to feel any impact of deduction in their 
savings or transactions. 
 
CONCLUSION 
 
This study aims at investigating reasons for the low 
adoption of e-banking services in rural areas in 
Uganda. From the findings, the researcher agrees 
with other scholars that e-banking adoption is still 
very low in rural area and this is basically due to 
security risk, poor low level of ICT   infrastructure,   
lack   of   awareness   and interest among others are 
the reasons attributed to low e- banking adoption. 
There is great need for all stakeholders to be involved 
in extensively sensitizing rural dwellers about the 
benefits associated with e-banking, improving ICT 

infrastructure and building customer trust within the e 
banking systems. This will greatly lead to 
improvement   in   the   levels   of   customers’ 
adoption to e-banking in rural areas and the end result 
will be achievement of financial inclusion by the 
government. 
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