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EXECUTIVE SUMMARY
This study aimed to investigate the supervisory measures and factors affecting the adoption of
agency banking in CERUDEB. The study adopted a cross sectional design because the researcher
collected data from one specific point in time. The study also adopted a quantitative approach since
it is meant to test rather than generate theory and focused on describing and drawing inferences
from the relationships of the variables.

. The study found that while some supervisory measures were strong, others needed improvement,
with the strongest being the submission of daily reports and the weakest being the deposit of money
above the allocated limit at the supervising branch. The study also identified several factors
affecting the adoption of agency banking, including security concerns, cash management issues
for agents, network connectivity challenges, technical issues with agent machines, and a moderate
level of distrust between clients and agents. The highest mean score was obtained for the initiative
of orientation of clients on the use of agency banking, followed by the provision of algorithms to
ensure the security of the systems used by agents from hackers and ensuring constant supply of
funds to curb the lack of funds by agents.The study recommends that CERUDEB should focus on
improving the weaker supervisory measures, such as deposit limits, and continuously monitor and
adjust the measures to ensure their effectiveness. Addressing the factors affecting the adoption of
agency banking, such as improving security measures, ensuring reliable network connectivity, and
addressing technical issues promptly, could encourage the adoption of agency banking in
CERUDEB. Additionally, implementing initiatives that address the concerns of customers and
agents, such as security, availability of funds, and client education, could increase their trust and
confidence in the agency banking system and improve adoption and usage. In summary, the
findings of this study provide valuable insights for policymakers and stakeholders looking to
promote the adoption of agency banking in CERUDEDB, and suggest several recommendations to
improve the effectiveness of supervisory measures and increase adoption and usage of agency

banking.
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CHAPTER ONE
1.0 Introduction

This chapter presents, the background of the study, the problem statement, purpose of the study;
the study objectives, research questions, scope and significance of the study are introduced.

1.1 Background of the Study

In modern business world, technology development penetrated every field and it is necessary and
unavoidable (Bareis, & Katzenbach, 2022). Agency Banking enables commercial banks to extend
their services affordably through a branch network of authorized agents (Mwenda & Ngahu, 2018).
Agent banking provides regular banking functions such as deposit taking and withdrawals, loans
disbursement and repayment, salary payments, pension payouts, funds transfer and mini

statements issuance through shared infrastructures (UNCTAD, 2020).

Amended Financial Institution Act (FIA) (2016) allows banks to offer agency banking services in
the country as well as other additional components s like Islamic banking; and bancassurance
(Odele, Okao & Ndiwalana, 2019). The main reason for agency banking was to improve the level
of financial inclusion and help financial institutions increase their reach and customer base, while
also providing individuals and businesses in under banked areas with access to essential financial

services (Onyango, 2017).

As such, commercial banks in Uganda were keen to adopt the agency banking model, although
they were at different stages of readiness to do so. Agency banking was as well expected, to
provide financial service providers (FSPs), primarily banks, with insights into consumer segments
wanted to target with agency banking services and related products. Agency banking however was
not without its fair share of challenges. Mwangi and Mwangi (2017) report that the level of

liquidity that bank agents maintain influences the use of agency banks in a sense that in most cases



agents do not always maintain enough cash demanded by customers and this discourages repeat
business. There are more than 26,800 agent banking service providers spread between 22
commercial banks (Oketch, 2022). One of the main challenges in promoting agency banking in
Uganda is the lack of awareness among the population. Many Ugandans are not familiar with the
concept of agency banking and may not understand the benefits of using them. This lack of
understanding makes it difficult for commercial banks to promote the use of agency banking to
the population (Baganzi, & Lau, (2017). Another issue is the lack of trust in non-bank entities to
handle financial transactions. Many Ugandans may not trust small businesses, supermarkets, or
other non-bank entities to handle their money safely and securely. This lack of trust can make it
difficult for banks to establish partnerships with these entities, which is crucial for the success of

agency banking (Nazziwa, 2019).

In spite of the success of agency banking globally and its implementation by various commercial
banks in Uganda, there are a number of challenges facing the agency banking model. Firstly, its
poor utilization is viewed to impede its progressive report and burry the dream to financial
inclusion for the unbanked (Onyango, 2017). In addition, Centinary Rural Development Bank
(CERUDEB) has embarked on agency banking roll-out however customers are still skeptic on
adopting the agency services citing issues of security, network challenges and limited cash flow
(Kobusingye 2019). In addition, liquidity problem lead to frustration and is one of the reasons why
the uptake of these systems are slower than what is expected (Nannozi, 2018). However the rate
of adoption of the agency banking system is still below the targets. This study sought to evaluate
agency banking services adoption in Centenary Rural Development Bank (CERUDEB).

1.2 Problem statement

A number of initiatives have been undertaken so as to increase the rate of adoption of the agency

banking system for example, customer sensitizations programs, educational advertisements on
2



various media platforms to mention but a few (Ssennono, 2022). Nonetheless, the rate of adoption
of the agency banking system is still below the target. This is evidenced in the CERUDEB Annual
Report (2022/23) where the actual number of transactions registered using the agency banking
system was 1.3 million transactions which was below the target of 6.7 million transactions to be
made. In the same report, the actual amount of money deposited using the system was shs.13.3

billion which was also below the targeted shs.93 billion in table 1 below;.

Table 1: Transaction of CERUDEB through Agency Banking

Yeah No. Transaction | Targeted Deposits Target
Transaction

2019 1.3 Million 6.7 million 13.3Bn 93bn

2020 2.8 Million 7.2 million 15bn 93bn

2021 4.4 Million 10.8 million 16bn 15 bn

2022 7million 12.5million 19bn 22 bn

Note: Centenary bank, (2022)

Since the inception of agency banking in CERUDEB it has failed to meet and surpass the target
set by the bank in terms of deposits and withdraws as evidenced in Table 1. This attributed to the
fact that customers prefer making their transactions from the banking halls due to lack of trust, low
levels of liquidity at the agency outlets, security among others. Many customers shy away from
services like deposit as they lack trust of the individuals manning the agent points. Indication a
low level of adoption and acceptance of agency banking. Therefore this study intended to
investigate why the adoption rate of the system is still low by evaluating the use if agency banking
in CERUDEB

1.3 Purpose of the study

The purpose of the study was set to evaluate agency banking services adoption in Centenary Bank.
1.4 Objectives of the study

The study was guided by the following objectives;



I.  To establish the supervisory measures CERUDEB has in place for agency banking.
ii.  To establish factors affecting the adoption agency banking in CERUDEB.
iii.  To establish the initiatives undertaken to improve the adoption of agency by customers
of CERUDEB.
1.5 Research questions
The study sought answer the following objectives;
I.  What supervisory measures does CERUDEB have in place for agency banking?
ii.  What are factors affecting the adoption agency banking in CERUDEB?
iii.  What are the initiatives undertaken to improve the adoption of agency banking by
customers of CERUDEB?
1.6 Scope of the study
1.6.1 Content scope
The study focused on evaluating the scope of supervision of agency banking service offered by

centenary bank and the factor affecting the use of agency banking.

1.6.2 Geographical Scope

The study was carried out at CERUDEB agents in various suburbs of Kampala

1.7 Significance of the study
i.  The recommendations and findings of this study will assist CERUDEB in Uganda identify
and monitor challenges facing agency adoption and also evaluate the development and
growth of agency banking. In addition, banks will have the knowledge of agency banking
as a product of electronic commerce with a view to making strategic decisions.
ii.  The government at large will also benefit through policy formulation and institutional

infrastructure will ensure that they an enabling environment that facilitating e-banking



driven by widespread internet penetration and changing consumer habits. Growth in the e-
commerce sector has seen more customers make the transition from paper payments to
online payments.

The study will assist commercial banks in Uganda identify and monitor the factors
influencing agent banking adoption. Those factors relating to institution’s ability to provide
the conditions conducive to the introduction and acceptance of innovations could be used
to map out an institutional framework for adoption. The research findings will help in
monitoring development and growth of agent banking.

Academicians will also be able to build on this study for continued research in the area of

agency banking in Uganda and Africa as a whole.



CHAPTER TWO

LITERATURE REVIEW
2.0 Introduction
This chapter reviews the existing literature on the evaluation of agency-banking. It has been
carefully selected from published journals on internet, newspapers, textbooks and other relevant
presentations made in and outside Uganda.
2.1 Agency Banking
Agency banking is a component of branchless banking which leverages on ICT to provide financial
services outside the traditional brick and mortar bank premises (Pantaru, 2019). Agency banking
enables customers to conduct financial transactions at third party retail outlets such as post offices,

supermarkets and grocery stores, pharmacies, and gas stations (Aiyar, 2016).

These retail agents manage transactions (deposits, payments and cash withdrawals) on behalf of
the financial institution which are in turn remunerated on commission basis (Kariuki &
Namusonge, 2016). With the introduction of agency banking, banks are able to meet the diverse
financial needs of their customers in different parts of the country hence improving their market
share, profitability as well as competitiveness. Banks are able to expand access to financial services
especially to the unbanked population in the rural areas where it has been costly to open up a

branch in those areas (Kariuki & Namusonge, 2016).

According to Mas (2015) technology-enabled agent rather than a bank branch teller, conducts
financial services such as making deposits, withdraws, and transfers funds and paying bills for the
clients on behalf of the bank. Agency banking involves movement of financial services beyond

conventional banking systems to more scalable and low cost channels so as to ensure financial



services are provided profitably and sustainably to all segments of the population that were

previously untapped (Mas, 2015)

Agency theory is a principle that is used to explain and resolve issues in the relationship between
business principals and their agents. Long before the discussion on agency costs and private
benefits, Berle and Means (1932) had already written extensively on the separation of ownership
in large public companies. Many others have since contributed to this discussion. Agency theory
was however extensively publicized by Eisenhardt (1989). The theory states that the best way of
making organized relationship in a firm is by forming two parties. These are principal party and
agent party (Schruba, 2018). The principal party is for delegating the work to agent party which
performs the work. An increase in agents leads to increase in customers (Chapin, 2015). Many
agents are carried on by local stakeholders. It becomes easy to create awareness of an organization

to the customers from different areas (Terjesen & Umans, 2018).

Perwez and Sohail (2016) considered the process of having many agents as the economical way
of expanding an organization. Customers get attracted by what they see being demonstrated in
areas around them. Increasing in production and sales as the main goal of organizations can only
be attained by having a huge number of clients (Martinez, 2018). The theory of agency plays a
major role in client relationship as it involves shareholders, corporate management, sellers and the
market. This relationship is facilitated by having a common interest and avoidance of asymmetric
information which can be misleading or reducing trust on one of the parties (Mathias, Solomon, &

Madison, 2017).

According to Cooren (2018), satisfaction of both big and small shareholders gives a room for
expansion of organization and increase of customers. This is enhanced by offering reliable services

to customers and responding to customer needs immediately when they arise (Chrisman, 2017).
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Agency theory studies the problems and solutions linked to delegation of tasks from principals to
agents in the context of conflicting interests between the parties (Tan, 2014). Beginning from clear
assumptions about rationality, contracting, and informational conditions, the theory addresses
problems of ex ante (‘hidden characteristics’) as well as ex post information asymmetry (‘hidden
action’), and examines conditions under which various kinds of incentive instruments and
monitoring arrangements can be deployed to minimize the welfare loss. Its clear predictions and
broad applicability have allowed agency theory to enjoy considerable scientific impact on social

science; however, it has also attracted considerable criticism (Linder, Nicolai, & Foss, 2015)

2.2 Supervisory measures in place for Agency banking

Agency banking has become an increasingly popular method of extending financial services to the
unbanked and under banked populations in developing countries. However, the success of agency
banking largely depends on the effectiveness of supervisory measures put in place to manage the

risks associated with the model (Carletti, Dell’ Ariccia, & Marquez, 2020).

One of the most common supervisory measures in agency banking is the requirement for agents to
undergo a thorough KYC (Know Your Customer) process. According to Dabla-Norris et al.
(2015), a robust KYC process can help to prevent money laundering and terrorist financing
activities, which are major risks associated with agency banking. In addition, regulators may also

require agents to undergo regular training on measures to prevent fraud and other illicit activities.

Another important supervisory measure is the use of technology to monitor and manage risks. For
instance, regulators may require banks to put in place real-time monitoring systems that can detect
and flag suspicious transactions. This is particularly important given the high volume of
transactions that take place in agency banking. According to Ghosh and Sarker (2016), technology

8



can also be used to enhance customer protection through the use of biometric authentication and

other security measures.

In order to ensure that agents are adequately compensated for their services and do not engage in
unethical practices, regulators may also set limits on the fees that agents can charge. For instance,
in Kenya, the Central Bank of Kenya has set limits on the fees that agents can charge for various
transactions (CBK, 2010). This measure helps to prevent agents from overcharging customers and

engaging in other unethical practices that can harm consumers (Carletti et al, 2020).

Finally, regulators may also require banks to put in place adequate reporting and accountability
mechanisms. For instance, banks may be required to submit regular reports on the performance of
their agents and any complaints received from customers. This helps to ensure that banks are able

to identify and address any issues that may arise in the course of agency banking operations.

One of the primary supervisory measures used in agency banking is licensing and registration of
agents. Licensing requires that agents meet certain requirements before they can offer financial
services on behalf of the bank (Loipersberger, 2018). Registration is an ongoing process that
requires agents to submit regular reports on their activities and compliance with regulatory
requirements. A study by Singh et al. (2019) found that licensing and registration requirements

can help to ensure the quality of agents and reduce the risk of fraud and other misconduct.

Overall, the success of agency banking depends largely on the effectiveness of supervisory
measures put in place to manage the risks associated with the model. A combination of measures,
including robust KY C processes, the use of technology to monitor and manage risks, limits on fees

charged by agents, and adequate reporting and accountability mechanisms can help to ensure that



agency banking is a safe and effective way of extending financial services to the unbanked and

under banked populations in developing countries.

2.3 Factors Affecting the Adoption Agency Banking in Centenary Bank

The effect agency banking has had over the years on economic development has been substantial
hence establishing reasons for adoption becomes important. Waitangi (2015) looked at the link
between agency banking and financial deepening. Despite not factoring all commercial banks in
Kenya, save for the ones that had utilized the agency model, his findings indicated that a link
between agency banking and financial deepening did exist. A study by Barasa and Mririgi (2016)
equally sought to establish the role agency banking has on financial deepening. The study
concluded that indeed, agency banking is a catalyst for explaining the aspect of financial inclusion
among the unbanked in developing nations like Kenya. Tseng and Lo (2016) while looking at
element that consumers would consider relevant in influencing them to adopt agency banking
deduced that as long as the old model is considered useful, consumers were reluctant in adopting
new technology. Anderson (2017) concurred with Tseng and Lo (2017) by establishing that agency
banking as a technology has advantage over the traditional banking system since it provides a
platform for provision of the same banking services found in the bank branches as well as

electronic payments leading to economic development.

Capital refers to funds held in deposit accounts. One of the biggest challenges in rolling out
banking agencies is the establishment and the effectiveness of the agent network. Agents are the
touch-points where the subscribers of the service can get money into and out of the system. Agents
are often also referred to as cash-in and cash-out points (Kumar &Mohanty, 2012). Cutcher (2014)

indicates that capital availability actually takes two forms: availability of electronic value in the

10



mobile wallet and cash availability. Management of electronic value is the mobile money
transactions between a retail agent and a customer requires that the retail agent has cash value in
their mobile wallet. As the agent provides financial services throughout the day, the cash amount
on their phone fluctuates up and down, depending on whether they are accepting funds or paying

out. When the amount in the retail agent’s mobile wallet is used up, the agent cannot perform

Physical security can pose a challenge with regard to security of cash and even the people
managing and working with agents. The specific security challenges are robbery, theft and fraud.
Distance to the nearest bank branch may be a challenge particularly in the rural areas (Khanra,
Dhir, Kaur, & Joseph, 2021). In Brazil for instance, some commercial banks have accounts with
other banks with branches near the location of their agents to enable their agents bank their cash.
This has solved the problem of distance. In Columbia however, an agent has to travel to his own

branch to deposit cash received (Alalwan et al, 2018).

Retail agents that are relatively small, unsophisticated and remote may not have enough cash to
meet customer’s requests for withdrawals and may lack experience in the more complex liquidity
management required for offering financial services (Khanra et al, 2021). When retail agents
underperform or are robbed, the bank’s image may suffer causing reputational risk which may also
be caused by operational risks such as loss of customer records or leakage of confidential customer
data, as can liquidity shortfalls in the retail agents’ cash drawer (Alam, Hoque, Hu, & Barua, 2020).
Banks bear the risks that customers are improperly identified and that they use the retail agent to
launder money or channel funding to terrorists, with or without the agent’s knowledge or
complicity (Anouze, & Alamro, 2019). There is need to consider all of the above risks and extend
the risk management program to cover the same. Proper assessment of agent’s credit worthiness

and proper limit structure for agents’ various activities commensurate with this assessment should
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be in place. Proper dispute resolution mechanisms should be in place as should proper

communication of its complaints redressed set up to the customers (Zhang, Lu, & Kizildag, 2018).

Afande and Mbugua (2015) while analysing the role of agency banking in promotion of financial
inclusion, Afande and Mbugua (2015) came up with a conclusion that greater geographical
coverage brought about by agent banking is the strongest predictor of financial inclusion.
However, Kithuka (2016) analysed the aspect of location as a factor influencing agency banking
and concluded that location is a non-factor and instead gave a preposition that research should be
done to see how customer satisfaction affects adoption of agency banking. Mwangi (2016) on the
other hand advised banks to look into the selection process of agents. A facet that was meant to
cater for the issues around float and attitude of agents as a factor impeding uptake of agency
banking. This study seeks to pick up from Kithuka (2018) by analysing what elements would make
a business owner belonging to the MSME segment in Nairobi County consider Agency Banking.
Moreover, Dupas et al., (2012) established reliability and quality of service offered by bank agents

as one of the impediments when it comes to adoption of agency banking.

Business people have expressed their worries around liquidity and insecurity at the agency outlets
(Nyaboga et al., (2012), elements that the researcher equally seeks to justify under perceived risk
as a factor affecting uptake of agency banking. Watiri (2013) established aspects of cost reduction,
good customer service and geographical presence as factors that inform adoption of agency
banking by commercial banks in Kenya. The study by Watiri (2013) advised banks to implement
a risk-based approach to the supervision and regulation of agency banking while putting sufficient
security measures in place. The study suggested further research to investigate the reasons behind
success of the agency model among different industries as well as the banks that have not adopted

agency banking in order to form a clear conclusion.
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Ease of use is a concept that describes simplicity; when an item or invention is free of extortion,
and an individual is seen to consume the invention with minimum or no effort (Salloum, & Al-
Emran, 2018). Given that it supports simplicity, it can be used to explain intent of use when it
comes to adoption of agency banking. A concept that can be used to steer the importance of
consumption of innovation when it comes to management of finances (Ho, et al, 2020). This will

definitely affect one’s attitude and influence intent of use (Schierz et al. 2018).

Usefulness is an aspect used to bring out the concept of comparative advantage. When an invention
supersedes an existing invention, it is said to be useful (Shareef, Baabdullah, Dutta, Kumar, &
Dwivedi, 2018). This means that there exists possibility of increased benefits that will trickle down
to an individual and inform society as well through uplift of one’s status eventually leading to
improved status of the economy (Shareef, et al, 2018). Hence one can conclude that usefulness
informs intent which leads to adoption (Shankar, & Datta, 2018). Evaluate a possible relationship
with intent. Curran and Meuter (2015) analyzed the possibility of a link between the two aspects
as mentioned and came up with a conclusion that there is a positive association between intent and
simplicity. This means that there exists a relationship which can be defined as indirect between
attitude and simplicity depicting a strong correlation between simplicity and possible adoption of
new inventions (Gu et al., 2019). Hence it is important to ensure developers have coined agency
banking in a manner that promotes simplicity in order to cater for all fragments in society. This
means that even the illiterate can understand the model with ease. An aspect that is very important

because if simplicity is omitted, it might negatively influence adoption of agency banking.

When a consumer perceives uncertainty in terms of possible adoption, it is said that there is
existence of risk (Priya, Gandhi, & Shaikh, et al, 2018). Mobile banking adoption in an emerging

economy. Uncertainty is influenced by doubt which can be informed by inconsistency between
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the expected outcome of inventions and the real outcome experienced (Chen 2018). It is important
to note that the concept of risk has over the years been examined to see its impact on possible
adoption of technology, bringing out the importance of keeping this construct under control due to
its effect on adoption of new technology (Gewald et al., 2016; Ndubisi and Sinti, 2016). Agency
banking In particular can be associated with risk under the aspects of threat to confidentiality of
consumer information and controls used at the premises to safeguard the consumers (Luarn and
Lin, 2015). Threats that come with technology such as hacking, theft and loss of passwords/pin
codes can equally inform risk (Kuisma et al., 2017). An investigation by Poon (2018) drew
conclusions that hacking can be done successfully when pin codes are accessed. The Point of Sale
devices used by agents have not been left out as well. They can equally be stolen and the fear is

that the thief can access customer information (Coursaris et al., 2016).

Awareness among consumers about the agency banking facilities and procedures is still at lower
side. Banks are not able to disseminate proper information about the use, benefits and facility of
agency banking (Aladwani, 2018). Less awareness of new technologies and their benefits is among

one of the most ranked barriers in the development of agency banking

2.4 Strategies to Improve Agency Banking Adoption
Improving agency banking adoption requires the implementation of effective strategies that
address key challenges and incentivize both financial institutions and agents to participate in the

ecosystem.

Regulatory Support: Governments and regulatory bodies should create a favorable environment
for agency banking by establishing clear guidelines, simplifying licensing processes, and

addressing any legal or operational barriers that hinder adoption. This can be achieved through
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collaboration with industry stakeholders and regular monitoring to ensure compliance. (CGAP,

2017).

Agent Recruitment and Training: Focused efforts should be made to recruit suitable agents from
local communities who have a good understanding of the target market. Training programs should
be developed to equip agents with the necessary skills, product knowledge, and customer service
techniques. This ensures that agents can effectively engage with customers and promote agency

banking services. (World Bank, 2018)

Technology Infrastructure: The provision of robust and user-friendly technology infrastructure is
crucial for agency banking adoption. This includes the deployment of affordable and reliable
mobile devices, connectivity solutions, and secure software platforms that enable real-time
transaction processing. Additionally, financial institutions should explore interoperable systems
that facilitate seamless transactions between different banks and mobile money platforms.

(Microsave, 2018)

Incentives and Revenue-Sharing: Financial institutions should establish attractive commission
structures and revenue-sharing models for agents to incentivize their participation. These
incentives can include higher commissions for achieving transaction volume targets, bonuses for
customer acquisition, and non-monetary rewards such as training opportunities or access to

financial products (IFC, 2017).

Customer Awareness and Education: Promoting awareness and educating customers about the
benefits and convenience of agency banking is essential for adoption. Financial literacy

campaigns, targeted marketing strategies, and localized communication channels can be used to
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reach potential customers, addressing their concerns, and demonstrating the safety and reliability

of agency banking services (CGAP, 2016).

Partnerships and Collaboration: Collaboration among financial institutions, mobile network
operators, and other relevant stakeholders can accelerate agency banking adoption. By leveraging
existing distribution networks, sharing resources, and engaging in joint marketing efforts, these

partnerships can expand the reach and impact of agency banking services. (World Bank, 2018)

Monitoring and Evaluation: Ongoing monitoring and evaluation of agency banking operations are
essential to identify areas of improvement and measure the effectiveness of strategies. Key
performance indicators should be established to assess agent performance, transaction volumes,
customer satisfaction, and overall adoption rates. This data can inform decision-making and guide

the refinement of strategies over time (CGAP, 2017).

Implementing these strategies requires a comprehensive approach that involves collaboration
between financial institutions, regulators, agents, and other stakeholders. By addressing
regulatory, operational, and awareness challenges, agency banking can be effectively promoted

and adopted, leading to increased financial inclusion and access to formal financial services.

According to Stanley (2019), academics, practitioners, and regulators all recognize and agree that
capital is required for banks to operate efficiently because capital provides protection. The critical
question is how much, and what type of, capital a bank needs to hold so that it has adequate
protection. In the simplest form, capital represents the portion of the bank’s liabilities which does
not have to be repaid and therefore is available as a buffer in case the value of the bank's assets
decline (Abdinoor, & Mbamba, 2017). If banks always made profits, there would be no need for

capital. Unfortunately, such an ideal world does not exist, so capital is necessary to act as a cushion
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when banks are impacted by significant losses. If the bank’s asset value is lower than its total
liabilities, the bank becomes insolvent, and equity holders are likely to choose to default on the
bank’s obligations. Naturally, regulators would hold the view that banks should hold more capital,
S0 as to ensure that insolvency risk and the consequent system disruptions are minimized. On the
other hand, banks would wish to maintain the minimum level of capital that supplies adequate

protection, since capital is an expensive form of funding, and it also dilutes earnings.

2.5 Conclusion

It could be seen from the above explained empirical literatures that the impact of agency banking
on the performance of banks provides mixed evidences and thus inconclusive. Therefore, it brings
an open ground for the academicians, researchers, regulators and supervisors to know empirically
the impact of e-banking on the performance of banks. Furthermore, no studies have been found to
empirically examine the adoption of agency banking in Uganda. Hence our main objective is to
fill this gap with a systematic and comprehensive analysis of the facing affecting the adoption of

agency banking in a developing country, viz., Uganda.
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CHAPTER THREE

METHODOLOGY
3.1 Introduction
This chapter comprised of research design, study population, determination of sample size,
sampling techniques, data collection methods, data collection instruments, quality control, data

collection procedures, data analysis, measurement of variables, and ethical considerations.

3.2 Research design

The study adopted a cross sectional design because the researcher collected data from one specific
point in time. A cross-sectional research design is a type of observational study that involves
collecting data from a population or a sample at a single point in time (Smith, & Johnson,
2010).The study also adopted a quantitative approach since it is meant to test rather than generate
theory and focused on describing and drawing inferences from the relationships of the variables.
Quantitative research was used because it was conclusive in its purpose, as it tried to quantify a

problem and understand how prevalent it is by looking for projectable results to a larger population.

3.3 Study Population

The study population included 5,800 agents of Centenary Rural Development Bank in different
locations of Kampala and Wakiso (CERUDEB, 2019). This population was selected because they
have adequate knowledge about agency banking in Uganda. The unit of analysis was CERUDEB
Agencies in central region and the unit of inquiry were CERUDEB agents. Agents were selected
because they had the deeper understanding of supervisory measures in place compared to the

customers.
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3.4 Sample Size
The sample size was determined basing on Krejcie and Morgan (1970) table of determining the
sample size. Consequently, a total of 357 respondents was considered appropriate. The unit of

inquiry were agent banking attendants.

3.5 Sampling Method

Simple random sampling, was used where respondents in each and every division of Kampala was
selected from the available agents. A list of agents in various locations was obtained from the bank
from this all agents were selected from a pot where each name was drawn at random until the
sample size was reached. This helped the researcher to give each respondent an equal chance of

being selected so that the results are more generalized.

3.6 Data Collection Methods/ Instruments
The data collection methods and research instruments that were used during the process of data

collection included; questioning supported by questionnaires.

3.7 Data Collection methods

A research questionnaire was used to collect data from the centenary bank agents the questionnaire
will have statements that the participants to this study required to respond to stating the degree to
which they agree or disagree. A five point Likert scale with Strongly Disagree=1, Disagree=2, Not

Sure=3, Agree=4 and Strongly Agree=5, will be adopted (Ankur, Saket, & Pal, 2015)

3.8 Validity and Reliability of Instruments
Validity of the questionnaire was established using Content validity Index (CVI) to determine the
relevance of the questions in measuring the variables (Yusoff, 2019) and face validity was tested

by asking views from experts in the field. The Reliability of the questionnaire was tested using
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Cronbach’s alpha test since its one of the widely used measure of internal reliability (Kimberlin
&Winter stein, 2008). Cronbach’s alpha coefficient above 0.7 was accepted implying the

instrument was valid (Nunnally, 1978).
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3.9 Data Analysis

Data collected were compiled, sorted, edited, classified and coded into a coding sheet and analyzed
using statistical package for social sciences (SPSS) version 23 to establish the relationship between
top management support, risk management and successful implementation of e-government
projects in Kampala. The stated variables in the questionnaires was analyzed using descriptive

statistics of responses categorized as followed:

Strongly disagree | Disagree Neutral Strongly Agree | Agree

1 2 3 4 5

Using descriptive statistics, the mean values of 3 and above were of high levels of agreement with
the statement while mean values of less than 3 will manifest high levels of disagreement with the

corresponding statements as per the questionnaire.

3.10 Ethical Considerations

The researcher took into consideration a number of ethical issues including:

i.  The researcher obtained an introductory letter from the Faculty of Graduate Studies and
Research of Makerere University Business School. The introductory letter was presented
to Human Resource Office seeking permission to collect data. A contact person at
Centenary Bank was then acquired through whom questionnaires were distributed and

collected after.

ii.  Confidentiality of respondents was kept - they were not be required to reveal their names
nor their contacts on the questionnaires. ldentification numbers were used instead of names
to avoid information given being traced to a respondent.

iii.  Organizational identity and other critical information was also be kept strictly confidential.
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CHAPTER FOUR
PRESENTATION, INTERPRETATION ANALYSIS OF FINDINGS
4.0 Introduction
This chapter presents the results of the various analyses performed and their interpretations therein.
Specifically, descriptive and results on inferential analyses are presented. The results were meant
to test the study objectives below:
i.  To establish the supervisory measures CERUDEB has in place for agency banking.
ii.  To establish factors affecting the adoption agency banking in CERUDEB.
iii.  To establish the initiatives undertaken to improve the adoption of agency by customers
of CERUDEB.

4.1 Response Rate

Table 4.1: Response rate
Respondents | Population | Sample size | Response | Response rate | Percentage (%)

Total 5800 357 330 924 92.4

Source: Primary data

From table 4.1 above, out of 357 sampled respondents, only 330 were able to respond to the
questionnaires representing 92.4%. This was a good response and the rest of the findings are based
on these respondents. According to Fincham (2008) response rates approximating 50% for most
research should be the goal of researchers. The response was obtained where employees were
available at the different agency point and non-response was due to a case where the bank agent
point were closed or busy with a number of client. To the study, this suggests that a significant

majority of the sample population actively participated and provided responses to the survey.
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4.2 Demographic Characteristics of the respondents.
Frequency tabulations in this section shows individual characteristics that include; Gender, Age

bracket, respondents’ level of education. The sample characteristics were presented basing on the

responses from the respondents from agents of Centenary Rural Development Bank.

Table 4.2 Demographic characteristics of Respondents

Valid | Cumulative

Frequency | Percent | Percent Percent

Male 152 46.1 46.1 46.1

Gender of respondents Female 178 53.9 53.9 100.0
Total 330 100.0 100.0

18-24 18 55 55 55

25-35 109 33.0 33.0 38.5

Age distribution of 36-45 164 49.7 49.7 88.2

respondents 46-55 34 10.3 10.3 98.5

above 55 5 1.5 1.5 100.0
Total 330 100.0 100.0

Certificate 79 23.9 23.9 23.9

Education Level of Diploma 129 39.1 39.1 63.0

respondents Degree 122 37.0 37.0 100.0
Total 330 100.0 100.0

1-5 year 93 28.2 28.2 28.2

Period working for the 6-10 years 129 39.1 39.1 67.3

company 11-15 years 108 32.7 32.7 100.0
Total 330 100.0 100.0

Source: Primary Data, 2023

Results in Table 4.2 shows that majority of the respondents 53.9% were female and their male
counter parts were 46.1%. This means that the study got information from both male and female

respondents hence balanced gender representation was ensured in this study.

Table 4.2 above also shows that majority of the respondents 49.7% were aged between 36-45

years, 33% were 25-35 years old, 10.3% were 46-55 years old, 5.5% were aged between 18-24
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years and another 1.5% was 18-24 years old. This implies that that the study gives a representation

of work life balance views from differing age groups.

Result is Table 4.2 above revealed that majority of the respondents 39.1% had diplomas as the
highest level of education, 37.0% had degrees and 23.9% had certificates. From this, it is implied
that the participants were generally well educated and thus had capacity to comprehend the study

questions and respond to them from an informed point of view.

Table 4.2 revealed that majority of the respondents 39.1% had worked as agents for 6-10 years,
32.7% had spent 11-15 years and 28.2 % had spent above 1-5 years working for agency banking
companies. Since majority had worked as agents for quite some time, their insights and

perspectives could be valuable in understanding the of agency banking.
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4.3 Supervisory Measures CERUDEB Has In Place For Agency Banking.
Descriptive analysis was conducted to examine the Supervisory measures in place for agency

banking. SD is the extent by which the views obtained from the respondents vary from the mean
scores. It implies that a higher SD had varying opinions towards the given response (SD above 1),
and when the SD is below 1 closer to 0, it means uniformity in the opinions provided in the study.

The results were presented in Table 4.3

Table 4.3: Supervisory Measures CERUDEB Has In Place for Agency Banking

Std.

N | Minimum| Maximum| Mean| Deviation
L/\;}e/ always submit reports at the end of the 330 1.00 500l 4336 919
\é\r/:nréer(]:elve routine visits from the main 330 1.00 500l 3736 1995
All complaints are supposed to be report to
the immediate supervisor at the nearest 330 1.00 5.00f 3.803 1.159
bank branch.
All transaction are supposed to be recorded 330 1.00 500l 3936 1102
for monitoring
All money above the allocated limit is
supposed to be deposited at the supervising | 330 1.00 5.00{ 3.656 1.340
branch
A!I agents are s_upposed to be registered 330 1.00 500l 3764 1937
with the supervising branch.
Grand Mean 330 1.00 5.00| 3.879 1.652
Valid N (listwise) 330

Source: Primary Data, 2023

Results in Table 4.3 revealed the following;

Respondents agreed that they always submit reports at the end of the day (Mean = 4.336, Std.dev
=.919). This Indicates that the respondents generally reported high compliance with this measure,
hence showing that the always submit reports at the end of the day. By submitting the daily reports

the supervising team can be able to track the performance of the agent.
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Respondents agreed that receive routine visits from the main branch (Mean = 3.736, Std.dev =
1.225). Indicating the respondents were compliant to routine visits from the supervising branch to

oversee the performance of the branch to ensure smooth running of the agency point.

Respondents agreed that all complaints are supposed to be report to the immediate supervisor at
the nearest bank branch (Mean = 3.803, Std.Dev = 1.159). This indicates moderate compliance

with this measure.

The respondents agreed that all transaction are supposed to be recorded for easy monitoring (mean
= 3.936, Std.Dev = 1.102). This implies that agents are supposed to record all transactions for easy

monitoring. From the findings it was evident that there was high compliance with this measure.

Respondents agreed that all money above the allocated limit is supposed to be deposited at the
supervising branch (Mean = 3.656, std.dev=1.340). Indicating that the agents are supposed to

deposit money above their limit at the supervising branch.

The respondent agreed that all agents are supposed to be registered with the supervising branch
(Mean = 3.764, std.dev =1.237). This implies all agents are supposed to be registered at the

supervising branch of the area.

The grand mean for all six measures was 3.879, indicating moderate compliance with the overall
supervisory measures for agency banking. This implies that CERUDEB has supervisory measures

in place for agency banking and the agent highly comply with the measure.
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4.4 Factors affecting the adoption agency banking in CERUDEB
Descriptive analysis was conducted to examine factors affecting the adoption agency banking in

CERUDEB. SD is the extent by which the views obtained from the respondents vary from the
mean scores. It implies that a higher SD had varying opinions towards the given response (SD
above 1), and when the SD is below 1 closer to 0, it means uniformity in the opinions provided in

the study. The results were presented in Table 4.4

Table 4.4: Factors affecting the adoption agency banking in CERUDEB

Std.
N [ Minimum | Maximum Mean| Deviation

Clients fear for theft or loss of money

through use of internet banking services limit | 330 1.00 5.00 4.061 1.064
its adoption

Agent often lack enough cash to handle large 330 1.00 5.00 4161 1,068
withdraws

[Network fallu_re in many areas make the use 330 1.00 5.00 3.958 1124
of agent banking a problem

|Poor level of_ security is a recurrent issue with 330 1.00 5.00 4191 927
agency banking

ICustomers complain abou_t frequent 330 1.00 5.00 3.964 1.001
downtimes of agent machines

|Clients don’t trust the agents 330 1.00 5.00 3.824 1.016
Grand Mean 330 4.561]] 1.234
\Valid N (listwise) 330

Source: Primary Data 2023

Results in Table 4.4 revealed the following;

Respondents agreed that clients fear for theft or loss of money through use of internet banking
services limit its adoption (mean = 4.061, Std. Dev = 1.064). This factor suggests that clients' fear
of theft or loss of money through internet banking services is a critical concern. Security risks
associated with online transactions can create barriers to adoption. Implementing robust security
measures, educating clients about the security protocols, and providing assurances regarding the

safety of their funds can help address this fear and encourage greater adoption.
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Respondents agreed that agents often lack enough cash to handle large withdraws (mean = 4.161,
Std.Dev = 1.068). The lack of sufficient cash in agents' hands to handle large withdrawals is
another critical factor affecting adoption. Customers may hesitate to use agency banking services
if they cannot access the required cash amounts when needed. Ensuring that agents have adequate
liquidity to meet customer demands is essential for the smooth functioning and acceptance of

agency banking..

Respondents also agreed that Network failure in many areas make the use of agent banking a
problem (Mean = 3.958, Std.Dev=1.124), indicating that respondents see network connectivity as
a challenge to the adoption of agency banking. Hence meaning that network failure greatly affects

adoption of agency by some customers.

Revealed that respondents agreed that poor level of security is a recurrent issue with agency
banking (Mean = 4.191, Std.Dev = .927). Indicating a high level of concern among respondents
about the security of agency banking. This factor has the highest mean score, indicating that it is
perceived as a critical issue affecting the adoption of agency banking. The recurrent poor level of
security can undermine trust and confidence in the banking services provided through agents.
Addressing this concern by implementing robust security measures can help alleviate customer

apprehensions and promote the adoption of agency banking.

The findings revealed that respondents agreed that Customers complain about frequent downtimes
of agent machines (Mean = 3.964, Std.dev = 1.001). Indicating that respondents see technical
issues as a challenge to the adoption of agency banking.

Respondents agreed that Clients don’t trust the agents (Mean = 3.824, Std.Dev. =1.016). Indicate

that there exists a moderate level of distrust between clients and the agents.
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The grand mean of all six factors was 4.561, indicating that respondents considered these factors
to be important obstacles to the adoption of agency banking in CERUDEB. This suggests that the
factors identified collectively pose significant challenges to the adoption of agency banking within
CERUDEB. A higher grand mean indicates a higher average impact of the factors, indicating that
multiple barriers need to be addressed to improve adoption rates.

4.5 Initiatives undertaken to improve the adoption of agency by customers of CERUDEB
Descriptive analysis was conducted to examine the Initiatives undertaken to improve the adoption

of agency by customers of CERUDEB. SD is the extent by which the views obtained from the
respondents vary from the mean scores. It implies that a higher SD had varying opinions towards
the given response (SD above 1), and when the SD is below 1 closer to 0, it means uniformity in

the opinions provided in the study. The results were presented in Table 4.5.

Table 4.5 Initiatives undertaken to improve the adoption of agency by customers of
CERUDEB

Std.

N[ Minimum| Maximum | Mean | Deviation
Work with security companies to
provide physical security at the promises | 330 1.00 5.00| 3.803 1.141
of the agents
Ensure constant supply of funds to curb 330 1.00 500! 4.000 1.020
the lack of funds by agents
Provide algorithms to ensure security of
the systems used by agents from 330 1.00 5.00| 4.018 961
hackers.
Prop?r branding for easy identification 330 1.00 5.00| 3.855 1.003
by clients
Constant training of banking agent on 330 1.00 5.00| 3.018 1,073
how to better serve the customer
Orientation qf clients on the use of 330 1.00 5.00| 2.435 929
agency banking.
Grand Mean 330 4.005 1.021
Valid N (listwise) 329

Source: Primary Data , 2023
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The results presented in Table 4.5 provide insights into the initiatives undertaken to improve the
adoption of agency by customers of CERUDEB.

From table 4.5 above respondents agreed that CERUDEDB should work with security companies to
provide physical security at the promises of the agents (Mean=3.803, Std.Dev =1.141). This
indicates that respondents recognized the importance of physical security at the premises of agents,
which is highly required at the agency points. This initiative suggests that CERUDEB collaborates
with security companies to enhance the physical security at agent premises. This can help instill
confidence and trust in customers regarding the safety of their transactions and interactions with

agency banking agents.

Table 4.5 also revealed that respondents agreed that banks should ensure constant supply of funds
to curb the lack of funds by agents (Mean = 4.000, Std.Dev = 1.020). This focuses on addressing
the issue of agents lacking sufficient funds to meet customer withdrawal demands. By ensuring a
constant supply of funds, CERUDEB can enhance the convenience and reliability of agency

banking services.

The table above further reveals that majority respondents agreed that the bank should provide
algorithms to ensure security of the systems used by agents from hackers (Mean =4.018, Std.Dev
= .961). This highlights CERUDEB's efforts to enhance the security of the systems utilized by
agency banking agents. By providing robust algorithms and security measures, the organization

aims to protect customer data and transactions from potential hackers and unauthorized access.

Table 4.5 above revealed that respondents agreed that there is need for Proper branding for easy
identification by clients (Mean = 3.855, Std.Dev = 1.003). This emphasizes the importance of clear
and recognizable branding for agency banking services. Proper branding helps customers easily

identify and differentiate authorized agents, instilling trust and familiarity in the services provided.
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The table also revealed that respondents agreed that there is need for constant training of banking
agent on how to better serve the customer (Mean = 3.918, Std.Dev= 1.073). This focuses on the
continuous training of agency banking agents to enhance their skills and customer service
capabilities. By investing in agent training, CERUDEB aims to improve the overall customer

experience and satisfaction with agency banking services.

Finding further revealed that respondents agreed that there is need for orientation of clients on the
use of agency banking (Mean = 4.435, Std.Dev. = .929). This suggests that CERUDEB conducts
orientations or educational sessions for clients to familiarize them with the usage and benefits of
agency banking. Such orientations aim to increase customer awareness, understanding, and

confidence in utilizing agency banking services.

With a grand mean of 4.005. This suggests that the respondents generally agreed with the
initiatives proposed by CERUDERB. It provides an indication of the average effectiveness of all the

initiatives combined in improving the adoption of agency banking by customers.

Overall, the initiatives that received higher mean scores, such as ensuring a constant supply of
funds, providing security algorithms, and client orientation, are generally seen as more effective
in improving the adoption of agency banking. However, it is important to note that there is
variation in opinions and perceptions among the respondents, as reflected by the standard
deviations. This highlights the need to consider and address differing views and preferences when

implementing initiatives to enhance agency banking adoption.
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CHAPTER FIVE
DISCUSSIONS, CONCLUSION AND RECOMMENDATION
5.0 Introduction
This chapter presents the discussion, conclusion and recommendation of findings based on the
study objectives;
i.  To establish the supervisory measures CERUDEB has in place for agency banking.
ii.  To establish factors affecting the adoption agency banking in CERUDEB.
iii.  To establish the initiatives undertaken to improve the adoption of agency by customers
of CERUDEB.

5.1 Discussions
This section compares the findings of the study with the reviewed literature in an objective-by-
objective manner.

5.1.1 Supervisory measures CERUDEB has in place for agency banking

From the findings it was revealed that CERUDEB has put in place a number of supervisory
measures for agency banking as evidenced from the findings. Findings revealed that agents always
submit reports at the end of the day. Indicating that the respondents strongly agree with this
measure. This measure is crucial in ensuring that all transactions are recorded and accounted for,
and any discrepancies can be easily detected and investigated. This was in line with Ozili, & Arun,
(2018) who stated that it is crucial for agents and accounting to keep accurate records of all
transactions for is monitoring and tracking. Findings further revealed that agents receive routine
visits from the main branch. The main bank often sends supervisors on routine visits monthly or
weekly to visit all agents to find out how the work is moving to ensure compliance with the given

rules and regulation. All complaints are supposed to be reported to the immediate supervisor at the
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nearest bank branch. This is in agreement with Dabla-Norris et al. (2015), a robust KYC process
can help to prevent money laundering and terrorist financing activities, which are major risks
associated with agency banking.it was also revealed that agents all transaction are supposed to be
recorded for monitoring. All money above the allocated limit is supposed to be deposited at the
supervising branch All agents are supposed to be registered with the supervising branch in
agreement with by Singh et al. (2019) found that licensing and registration requirements can help

to ensure the quality of agents and reduce the risk of fraud and other misconduct.

Overall, the findings suggest that there are some gaps in the supervisory measures in place for
agency banking for example potential gap in ensuring regular and standardized visits to agency
points, ensuring a consistent and streamlined process for reporting complaints among others . It is
also essential to continuously monitor the implementation of these measures and make necessary

adjustments to improve their effectiveness.

5.1.2 Factors affecting the adoption agency banking in CERUDEB

From the findings on the factors affecting agency banking adoption it was revealed that the most
significant factor was clients' fear of theft or loss of money through the use of internet banking
services, indicating that there is a relatively high level of concern about security among clients.
This is consistent with previous research by Tseng and Lo (2016) that has highlighted security
concerns as a significant barrier to the adoption of digital financial services, including agency
banking. Another factor that is affecting the adoption of agency banking in CERUDEB is the lack
of cash availability at agents to handle large withdrawals. This indicates that cash management is
an issue for agents and suggests that better cash management systems are needed to improve the

adoption of agency banking.
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Network failure was also identified as a significant challenge to the adoption of agency banking in
CERUDEB, This advocates that network connectivity is a challenge to the adoption of agency
banking in some areas, which could be due to poor infrastructure or inadequate network coverage.
Poor security was another factor that emerged as a significant barrier to the adoption of agency
banking in CERUDEB. This underscores the importance of implementing robust security
measures to improve the adoption of agency banking. Technical issues, such as frequent
downtimes of agent machines, also emerged as a challenge to the adoption of agency banking.
This highlights the need for improved technical support to ensure that agents can operate
effectively and that customers have a reliable and convenient service. Finally, respondents
indicated that clients' distrust of agents was a moderate factor affecting the adoption of agency
banking.. This suggests that building trust between clients and agents is essential to improve the

adoption of agency banking.

Overall, the results suggest that several factors are affecting the adoption of agency banking in
CERUDEB, and there is a need to address these barriers to promote the use of digital financial
services. Improving security measures, cash management systems, network connectivity, technical
support, and building trust between clients and agents are all critical factors that need to be

addressed to improve the adoption of agency banking in CERUDEB.

5.1.3 Initiatives undertaken to improve the adoption of agency

The results provide insight into the initiatives that can be taken to improve the adoption of agency
banking by customers of CERUDEB. The respondents generally agreed on the importance of the
initiatives proposed. The initiative of ensuring a constant supply of funds to curb the lack of funds
by agents was the most suggested followed closely by providing algorithms to ensure security of

the systems used by agents from hackers and client orientation on the use of agency banking These
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initiatives were recognized as critical to improving the adoption of agency banking by the
respondents. The importance of physical security at the premises of agents was also recognized by
the respondents which highlights the need to provide adequate physical security measures to
protect agents and customers. Proper branding for easy identification by clients was also
recognized as important but not as critical as other initiatives. This may suggest that respondents
felt that other initiatives such as ensuring adequate funding and system security were more
important in improving adoption. Finally, the importance of continuous training for agents to
improve their ability to provide quality service to customers was also recognized. This emphasizes
the need for ongoing training and development for agents to ensure that they provide high-quality
service to customers. It is crucial that the bank addresses these factors to ensure that customers

have confidence in the agency banking system and trust that their transactions are secure.

5.2 Conclusion

In general, the findings on the supervisory measures in place for agency banking suggest that while
some measures are strong, others need improvement. The strongest measure reported was the
submission of daily reports, while the weakest measure was the deposit of money above the
allocated limit at the supervising branch. The overall mean score suggests that the supervisory
measures are slightly above average, indicating that there is still room for improvement. The
literature supports the importance of strong supervisory measures in ensuring the effective
functioning of agency banking and mitigating risks. To improve the effectiveness of these
measures, continuous monitoring and adjustment are necessary. Overall, the findings underscore
the importance of ensuring that all measures are fully implemented to ensure the efficient and

effective functioning of agency banking.
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The findings suggest that there are several factors that affect the adoption of agency banking in
CERUDEB, including concerns about security, cash management issues for agents, network
connectivity challenges, technical issues with agent machines, and a moderate level of distrust
between clients and agents. These factors highlight the importance of addressing security concerns,
improving cash management practices for agents, ensuring reliable network connectivity,
addressing technical issues promptly, and improving trust between clients and agents in order to
encourage adoption of agency banking in CERUDEB. Additionally, the high standard deviation
across the six factors suggests that there is significant variability in the responses, indicating that
these factors may affect different segments of the population differently. Overall, these findings
provide valuable insights for policymakers and stakeholders looking to promote the adoption of

agency banking in CERUDEB.

It can be concluded that the respondents recognized the importance of various initiatives to
improve the adoption of agency banking by customers of CERUDEB. The highest mean score was
obtained for the initiative of orientation of clients on the use of agency banking, followed by the
provision of algorithms to ensure the security of the systems used by agents from hackers, and
ensuring constant supply of funds to curb the lack of funds by agents. These initiatives were rated
as important by the respondents, suggesting that they could play a significant role in increasing the
adoption of agency banking. Other initiatives, such as proper branding for easy identification by
clients and constant training of banking agents on how to better serve customers, were also rated
as important, but to a lesser extent. This indicates that while they may not be as critical as other
initiatives, they still play a role in improving the adoption of agency banking. Overall, the results
suggest that CERUDEB could improve the adoption of agency banking by focusing on initiatives

that address the concerns of customers and agents, such as security, availability of funds, and client
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education. By implementing these initiatives, CERUDEB could increase the trust and confidence

of customers in the agency banking system and improve their adoption and usage of it.

In conclusion, this study provides valuable insights into the state of agency banking and factors
affecting its adoption in CERUDEB. The findings suggest that while there are strong supervisory
measures in place, there is still room for improvement to ensure the efficient and effective
functioning of agency banking. Factors such as security concerns, cash management practices,
network connectivity, technical issues, and trust between clients and agents were identified as key
factors affecting the adoption of agency banking. Initiatives such as client education, ensuring the
security of agent systems, and ensuring a constant supply of funds were identified as critical in
improving adoption. Overall, these findings provide useful information for policymakers and
stakeholders looking to promote the adoption of agency banking in CERUDEB and other similar

settings.

5.3 Recommendations

Based on the findings of the study, the recommendations from the study are as follows’

Strengthen supervisory measures: While some supervisory measures are strong, there is still room
for improvement. Therefore, it is recommended that CERUDEB should strengthen the weaker
supervisory measures by implementing regular training and monitoring of the agents and

establishing penalties for non-compliance.

Address security concerns: Security concerns are a major factor hindering the adoption of agency
banking. To address this, CERUDEB should invest in the provision of secure systems and
algorithms that protect against cyber-attacks. They should also increase awareness among

customers about the security measures in place and how they can protect themselves from fraud.

38



Improve cash management practices for agents: Cash management issues for agents were
identified as a significant factor affecting the adoption of agency banking. Therefore, it is
recommended that CERUDEB should provide more support and training to agents on cash

management practices to ensure efficient and effective service delivery.

Improve network connectivity: Network connectivity challenges were identified as a factor
hindering the adoption of agency banking. CERUDEB should invest in improving network

infrastructure and ensuring reliable connectivity for the agents.

Increase client education: There is a need to educate clients on the benefits and processes of agency
banking. Therefore, it is recommended that CERUDEB should increase orientation programs and

training for clients on how to use agency banking and its benefits.

Improve trust between clients and agents: Trust between clients and agents was identified as a
moderate factor affecting the adoption of agency banking. Therefore, it is recommended that
CERUDEB should provide more training for agents on how to build trust with clients and establish

a feedback mechanism for clients to report any issues they may encounter.

By implementing these recommendations, CERUDEB can improve the adoption and usage of

agency banking, enhance customer satisfaction, and increase financial inclusion in the region.
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Appendix I: Questionnaire

MAKERERE UNIVERSITY BUSINESS SCHOOL

Dear respondent,

MAKERERE UNIVERSITY

GRADUATE RESEARCH CENTRE

You have been selected to participate in a study On the Evaluation of Agency Banking Service
Adoption. The study is purely for academic purposes. The information provided will be treated
highly CONFIDENTIAL. Your candid response is highly appreciated.

SECTION A: Particulars of respondent

Please pick the most appropriate option

1. What is your gender?

3.

Male Female
1 2
2. What is your age group?
18-24 years 25-35 Years 36-45 years 46-55 Years Above 55 years
1 2 3 4 5
What is your level of education?
Certificate Diploma B. Degree
1 2 3
4. How long have you been working with this company?
1-5 years 6-10 Years 11-15 years
1 2 3
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SECTION B: SUPERVISION OF BANK AGENTS

In the following section please state the extent to which you agree or disagree to a particular
statement about each competence by ticking the appropriate response based on this scale 1
Strongly Disagree, 2 Disagree, 3 Not Sure, 4 Agree, 5 Strongly Agree

SIN 112 (3|45

SB1 | We always submit reports at the end of the day 112134 |5

SB2 | We receive routine visits from the main branch 112 (3415

SB3 | All complaints are supposed to be report to the immediate |1 |2 |3 |4 |5
supervisor at the nearest bank branch.

SB4 | All transaction are supposed to be recorded for monitoring 112134 |5

SB5 | All money above the allocated limit is supposed to be depositedat |1 |2 |3 |4 |5

the supervising branch

SB6 | All agents are supposed to be registered with the supervising |1 |2 |3 |4 |5
branch.

SECTION C: FACTORS AFFECTING THE ADOPTION AGENCY BANKING

In the following section please state the extent to which you agree or disagree to a particular
statement about each competence by ticking the appropriate response based on this scale 1

Strongly Disagree, 2 Disagree, 3 Not Sure, 4 Agree, 5 Strongly Agree

S/N 112 (3415

AGL1 | Clients fear for theft or loss of money through use of internet 112 (3 [4]5
banking services limit its adoption

AG2 | Agent often lack enough cash to handle large withdraws 112 (3|4 |5

AG3 | Network failure in many areas make the use of agent bankinga |1 |2 |3 |4 |5
problem

AG4 | Poor level of security is a recurrent issue with agency banking 112 (3|4 |5

AG5 | Customers complain about frequent downtimes of agent machines |1 |2 |3 |4 |5
AG6 | Clients don’t trust the agents 1123 (4|5
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SECTION C: INITIATIVES TO IMPROVE ADOPTION AGENCY BANKING

In the following section please state the extent to which you agree or disagree to a particular
statement about each competence by ticking the appropriate response based on this scale 1
Strongly Disagree, 2 Disagree, 3 Not Sure, 4 Agree, 5 Strongly Agree

SIN 112|345

IA1 | Work with security companies to provide physical securityatthe |1 |2 |3 [4 |5
promises of the agents

IA2 | Ensure constant supply of funds to curb the lack of funds by agents |1 |2 |3 |4 |5

IA3 | Provide algorithms to ensure security of the systemsused byagents |1 |2 |3 |4 |5
from hackers.

IA4 | Proper branding for easy identification by clients 1123 1]4]5

IA5 | Constant training of banking agent on how to better serve the 112 (3|4 |5
customer

IA6 | Orientation of clients on the use of agency banking. 112 (3|4 |5
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Appendix Il: Introductory Letter

MAKERERE UNIVERSITY BUSINESS SCHOOL

Plot 21A, New Portbell Road, P.O. Box 1337, Kampala - Uganda
Phone Direct Line: +256-41 4-222545; General Line: +256-414-338120; Fax: +256-4 14-505921

Faculty of Graduate Studies & Research

March 15, 2023,

TO WHOM IT MAY CONCERN
Dear Sir/Madam,

RE: DERRICK MUGANGA MBA

2016/HD10/2720U

The above named is a student of Makerere University Business School pursuing studies leading to the award
of Master of Business Administration of Makerere University.

He has completed the course work component and is currently carrying_cut research on the topic

“An Evaluation of Agency Banking Services Adoption in Centenary Rural Development Bank
(CERUDEB).”

Any assistance rendered to him will highly be appreciated.

Thank you,
LA

Byonanebye Komugisha £
Senior Administrator (/ 2

\«

e T
LVTUIB'S

Email: deangre@mubs.ac.ug [l @mubs (ssre O @mubsfgsr

Website: www.mmubs.ac.ug
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