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Abstract:

This research project was on assessing the effects of agency banking on accessibility to financial services in commercial banks
in the Northern Province of Rwanda. Agency banking has become one of the essential services in the banking sector in
bringing their services closer to the people who are in the remote areas where branches are not present. The purpose of this
study was to analyze the effects of agency banking on accessibility to financial services in commercial banks in the Northern
Province of Rwanda. The researcher was guided by the following objectives: to investigate how operational structure of
agency banking influences customer’s access to financial services in commercial banks in Northern Province, to establish the
relationship between brand images of agency banking and accessibility to financial services in commercial banks in Northern
Province, to determine the effects of agency banking on customer’s access to financial services in commercial banks in
Northern Province. The study adopted a descriptive research design. The population was 555 agents under which sample size
was 233 people found using Yamane formula. The study used stratified and simple random sampling method. Also different
research instruments of data collection were used which include: journal, articles, documents analysis and questionnaires.
The reliability of the study was tested by carrying out a pilot research and found that Cronbach's Alpha of .831. The data was
analyzed using SPSS version21 and data was presented using tables, percentages, means, and standard deviations. To
analyze the relationship between two variables, Pearson Chi-Square and Pearson correlation were used to come up with
comprehensive results. It was clear from the study that strategic responses to implementation of agency banking as a
competitive strategy in enhancing customer’s access to financial services included provision of high quality customer service,
enhancing operational structure and improving the brand image. The study established that operational structure, brand
image and financial services awareness among the rural population are positively correlated (r = 0.805) with access to
financial services. Access to financial services was greatly enhanced by strategically increasing the proximity of agency
banking services, increasing the number of services that could be offered through agency banking and increasing awareness
among the population on financial services available at agency banking outlets. The study recommended that Commercial
banks should ride on the successes made in agency banking to scale up access to financial services hence financial inclusion
by opening up more outlet networks to considerably reduce the distances covered by the rural poor. Moreover the study
recommended improvement of brand image of all agent banks operating in the retail market. Finally the study recommended
that information and awareness should be put in public to build confidence and trust in agency banking as a secure, efficient
and modern way of banking.

Keywords: Agency banking, accessibility to financial services, operational structure, brand image, commercial banks in
Northern Province Rwanda

1. Introduction

Agency banking is one in which banks provide financial services through nonbank agents, such as grocery stores,
retail outlets, post offices, pharmacies, or lottery outlets. Agency banking takes customers out of the bank halls to kiosks and
villages. Investors have pumped billions into new platforms that offer agency banking services. This model allows banks to
expand services into areas where they do not have sufficient capacity to establish a formal branch, which is particularly true in
rural and poor areas where as a result a high percentage of people are unbanked. Agency banking is quickly becoming
recognized as a viable strategy in many countries for extending formal financial services into poor and rural areas in that
agency banking enables clients to store, send and receive electronic money through local agents, rather than travelling to the
nearest bank branch (Mulupi, 2011).
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Agency banking has been adopted and implemented with varying degrees of success by a number of developing
countries, particularly in Latin America. Brazil is often recognized as a global pioneer in this area since it was an early adopter
of the model and over the years has developed a mature network of agency banks covering more than 99% of the country’s
municipalities. Other countries in Latin America have followed suit, including Mexico, Peru, Colombia, Ecuador, Venezuela,
Argentina and Bolivia (Plok, 2009).

In Africa and Asia continents, the countries that have utilized the agency banking model to expand financial services
include Pakistan, Philippines, Kenya, South Africa, Uganda, and India. The regulation, design, and implementation of agency
banking vary across countries (Ignacio and Siedek, 2008). The partnership has helped banks to take financial services closer to
people, more importantly, to areas that lack them. Kenya being the pioneer of agency banking in Africa changed its banking
laws in January 2010, to allow commercial banks offer their services through third-party businesses. The agents operate as
satellite branches. The banking concept that is deepening access to financial services is gaining currency in Kenya, where one-
third of the population still lacks access to formal banking services (Central Bank of Kenya, 2010).

In Rwanda, agency banking was introduced in 2012, Equity bank being the pioneer. Other banks such as KCB, BK,
COGE Bank have followed the suit. These banks have embarked on an important reform to expand banking services to millions
of poor household by enabling third party retail agents as a low cost distribution alternative to branches. These agents are
increasingly utilized as important distribution channels for financial institutions. Banking agents are usually equipped with a
combination of POS card reader, mobile phone, barcode scanner to scan bills for bill payment transactions, PIN pads, and
sometimes PCs that connect with the bank’s server using personal dial up or other data connection.

Clients that transact at the agent use a magnetic stripe bank card or their mobile phone to access their bank account.
Identification of customers is normally done through a PIN, but could also involve biometrics. With regard to the transaction
verification, authorization, and settlement platform, banking agents are similar to any other remote bank channel. Agency
banking minimizes fixed cost by leveraging existing retail outlets and stores hence financial service providers do not need to
invest in their own physical infrastructure and also by using mobile phones rather than POS terminals as technology platform,
financial service providers do not even have to incur equipment costs, for each new retail outlet opened. Such a variable cost
structure makes the agents economics very simple (Mugambi, 2013).

1.1. Statement of the Problem

Agency banking has become one of the essential services in the banking sector in bringing their services closer to
the people who are in the remote areas where brick and mortar branches are not present. To move closer and access many
customers, commercial banks started to allow other commercial outlets like shops and supermarkets to act in their capacity as
formal banks and this was formally launched by National Bank of Rwanda about five years ago. According to the BNR (2013),
there will be significant growth in retail deposits amongst commercial banks that had embraced agency banking. Francis
(2015) conducted a study on the effects of agency banking on access to financial services in commercial banks in Kenya, The
study found that agency banking should be given attention on security measures. A few studies have been conducted on the
impact of agency banking on financial services of commercial banks in Rwanda. Aduda, et al. (2013) studied the effect of
agency banking on financial inclusion in Kenya. They established that customers with large transactions are unlikely to
transact with bank agents because of security risks. Other studies that have been conducted have mainly focused on the
impact of agency banking on operational performance of commercial banks. The few studies on the impact of agency banking
on accessibility to financial services in commercial banks in Rwanda that have been conducted targeted individual banks
and were carried out before many commercial banks embraced agency banking. Unlike the past, today it is common to find
one agent providing services of at least three commercial banks at the same outlet. The current study therefore seeks to
bridge the gap between what has been previously studied by other researchers by carrying out a research on the effects
of agency banking on accessibility to financial services in commercial banks in Rwanda. Although customers have
benefited a lot through the agency banking, it is not clear whether the financial services of commercial banks have
improved or not as a result of adopting agency banking. This study will attempt to answer the following research
guestion: What are the effects of agency banking on accessibility to financial services in commercial banks in Rwanda?

1.2. General Objective
The general objective of the study was to analyze the effects of agency banking on accessibility to financial services in
commercial Banks in the Northern Province of Rwanda.

1.3. Specific Objectives
e To investigate how operational structure of agency banking influences customer’s access to financial services in
commercial banks in Northern Province.
e To establish the relationship between brand images of agency banking and accessibility to financial services in
commercial banks in Northern Province.
e To determine the effects of agency banking on access to financial services in commercial banks in Northern
Province.
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2. Literature Review

2.1. Agency Banking

Agency banking as a strategy depicts its concept from the Branchless banking model onto which the wordings are used
interchangeably. Branchless banking is a distribution channel strategy used for delivering financial services without relying on
bank branches (lvatury, 2011). It represents a cheaper alternative to conventional branch based banking through the use of
delivery channels like retail outlets, mobile phones, internet, automated teller machines, Point of Sale devices etc. Agency
banking is a type of branchless banking where third parties are involved in performing some of the activities that are
traditionally performed in banking halls by bank personnel (Onyango, 2013).

The Consultative Group to Assist the Poor indicates that branchless banking or Agency Banking should comprise of the
following elements; use of technology, such as payment cards or mobile phones to identify customers and record transactions
electronically and in some cases to allow customers to initiate transactions remotely, use of exclusive or non-exclusive third
party outlets such as post offices and small retailers that act as agencies for financial service providers and that enable
customers to perform functions that require their physical presence such as cash handling and customer due diligence for
account opening, offer service such as basic cash deposit and withdrawal in addition to transactional or payment services and
they should have the backing of a government recognized deposit taking institution such as a formally licensed bank. The
Agency outlets should structure the above so that customers can use these banking services on a regular basis available during
normal business hours and without the need to go into banking halls (Olali, 2014).

This has necessitated the banking regulators to review legislation that seeks to protect customers and also curb forms of
money laundering and terrorism financing (Madura, 2008). The controls do not attempt to manage individual banks but
impose some discipline so that banks assuming more risks are forced to create their own form of protection against the
possibility that such activities should take place ( Onyango,2013).

Most of such institutions are mobiles phone operators which allow the transaction of money contributing a great deal to
Branchless Banking. This has increased the financial services outreach to the unbanked population. However, commercial
banks cannot take on agency banking without the help of other market players like telecom companies and technology service
providers (Ignacio, 2013). Agency banking represents a significant opportunity to reduce transaction costs such as travel for
clients by bringing financial services to hard-to-reach and geographically dispersed areas. This is especially true in Africa
where some areas are sparsely populated leaving long distances between the customer and the bank. Moreover, in these areas
overall literacy levels are fairly low. Also, banks and other financial institutions often do not have sufficient incentive or
capacity to establish formal branches in these areas. Obviously, the set-up of agent banks is less costly and more flexible than
for traditional bank branches since it reduces the need to invest in staff and physical infrastructure. These views are supported
by Aosa (1992).

Agent banks offer similar services as a real bank. This ranges from cash deposits and withdrawals, disbursement and
repayment of loans, payment of salaries, pension, transfer of funds, and issuance of mini-bank statements, among others.
Berger further argues that, the agent also facilitates new account opening, credit and debit card application, cheque book
request, hence eliminating the need for the commercial bank to have branches all over. This is being replicated across the
country, especially in rural areas (Berger, 1998).

2.1.1. Agency Banking Brand Image

Brand image is the current view of the customers about a brand. The impressions consumers have of a company
extend well beyond the product or service the firm provides. According to Porter (1985), brand image is a mental image that
reflects the way a brand is perceived, including all the identifying elements, the product or company personality, and the
emotions and associations evoked in the consumer’s mind. It can be defined as a unique bundle of associations within the
minds of target customers. Brand image is perceptions about a brand as reflected by the brand associations held in consumer
memory. It is a set of beliefs held about a specific brand. In short, it is nothing but the consumers’ perception about the
product. It is the manner in which a specific brand is positioned in the market. Brand image conveys emotional value and not
just a mental image. Brand image is a composite of perceived quality and esteem dimensions. In other words, brand image is a
perception of a brand held in customer memory and reflecting a customer’s overall impression. A positive brand image can be
considered as a crucial ability of a corporation to hold its market position (Keller, 2013).
A brand image of agency banking is not absolute; it is relative to brand images of competing banks. The customers often form a
brand image of a bank from their own banking experience. Furthermore, bank brand image possesses a strategic function.
Through strategic marketing activities, the brand image of a bank can be used to help it improve its competitive position. Thus,
a favorable agency banking brand image helps strengthen the intentions customers have for selecting an agent bank he or she
uses (Da Silva, 2012).

2.1.2. Operational Structure

Strategy used by an organization is fundamentally influenced by the operational structure of the organization. It
dictates how policies and objectives are established and how resources are allocated. When an organization changes its
strategy, the existing organization structure may be ineffective. Though an effective structure, organizations members are able
to develop synergies that promote effective strategy implementation. Successful strategy implementation involves
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empowering others to do all the things needed to put the strategy into place and execute it proficiently (Thompson and
Strickland, 2007).

Since the strategy implementation process imparts every part of the organization, every manager has to take an active
role as a strategy implementer. The most important outcome that leaders, managers and planners should aim from successful
strategy implementation is real value added through goal achievement and increased stakeholder satisfaction. Successful
strategy implementation in organizations depends on various factors. Strategy implementation is likely to be successful where
there is a fit between several organizational elements. These elements include organizational structure, culture, resource
allocation, systems and leadership. The culture of an organization defines the social context in which an organization
functions. It provides guidance to the organizational members in decision making, time management and energy investment,
what kind of people to work for the organization and any other social activity done in the organization (Aosa, 1992). Pearce
and Robinson, (2003) states that culture affects the way managers behave in an organization including the decisions they
make that affect the relationship between the organization, its strategy and the environment. Appropriate culture will
facilitate successful strategy implementation. Staff attitudes and perspectives go a long way towards subverting the firm’s
plan. Finding and bringing on board the right people to implement and manage change is a significant challenge to the strategy
management process in many organizations today. Changes do not implement themselves. It is people that make them happen.
Selecting people for key positions by putting a strong management team with the right personnel chemistry and mix of skills is
one of the important steps towards successful strategy implementation (Thompson and Strickland, 2007).

2.1.3. Accessibility to Financial Services

According to Arora and Ferrand, (2007), reveal that technology adoption especially, in banking systems has shown a
great momentum and spread at an unbelievable pace across the world. Considering the importance of banking system's high
presence and affordability, there is great potential of using this in agent banking for provision of banking services to unbanked
community (Arora and Ferrand, 2007). However, technology systems have associated data and network security risks which
make them susceptible for conducting financial transactions. Technology risks regarding information and data security based
on applicable models of agent banking have been reported thus creating uncertainty to the clients (Owens, 2006). Owens,
(2006), states that financial institutions are required to plan and act for long term development and prosperity of their agents
for them to reach the targeted customers at a set population. This requires close coordination and collaboration with agents;
providing those opportunities to learn more, to become more efficient and; a fair pricing mechanism for the services provided
by the agents (Arora and Ferrand, 2007).

The studies done by National Bank of Rwanda (2014) for monetary policy and financial stability statement stated that
access to finance refers to the possibility that individuals or enterprise have to access financial services including credit,
deposit, payment, insurance and other risk management services. Securing access to finance for all, including the most
vulnerable parts of the population and small entrepreneurs, accelerate inclusive growth. BNR, in its mandate of enhancing and
maintaining a stable competitive and inclusive financial sector, has played an important role in facilitating the access to
finance in Rwanda through the extension of the banking system and branchless banking solution in rural area and the use
information technology.

2.2. Conceptual Framework

According to Reichel and Ramney (1987) this is hypothesized model showing the variables under study as
conceptualized by the researcher. It is demonstrated by the arrows to show the relationships and interaction between the
variables that is, dependent and independent variables. This shows that financial services relates to agency banking.

Independent variables Dependent variables

Agency banking — - - -
Accessibility to financial services

Operational structure
Brand image
Availabilitv of agents

Easv Access to finance,
Financial service awareness,

Accessibility of bank services

Intervening variables
Technological factors

Agencyv related laws

Figure 1: Conceptual Framework
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Figure 1 indicates the relationship between variables; agency banking is determined by operational structure, brand
image, availability of agents. Accessibility to Financial services is indicated by easy access to finance, financial service
awareness, and accessibility of bank services. There are other factors called intervening variable indicated by technological
factors and agency related laws.

3. Research Methodology

3.1. Research Design
This study employed a descriptive research design. Descriptive study concerns with specific predictions with narration
of facts and characteristics concerning individual groups or situations (Cooper and Schindler, 2011).

3.2. Target Population and Sample Size

The study population was the operators of all bank agents’ outlets. However, the target populations comprised 555
agents of commercial banks in Northern Province of Rwanda. The agents link the populations of remote area and the mother
bank in service delivery and ensuring that the target customers get satisfactory services just like they would be served by the
staff of the bank at the retail branches.

Yamane was used to determine sample size whereby According to Yamane (1967) provides a simplified formula to

calculate sample sizes: n = TaNe? Where n: sample size, N: total population, and e = alpha level, i.e. e = 0.05 if the confidence

interval is 95%. Total population is 555 using 0.95 confidence interval, the sample size is:

n=—>°__ =233 People

T 1+555(0.05)2

Population Category Target Population Sample Size
Equity bank Rwanda 175 73
Bank of Kigali 130 55
Kenya Commercial Bank Rwanda 150 63
Cogebank 100 42
Total population 555 233

Table 1: Population under Study and Sample Size
Source: Researchers Calculated

3.3. Sampling Technique

The researcher used stratified and simple random technique in selecting the respondents in which the respondents
were arranged into strata that was according to different bank agents. An important benefit of stratified random sampling is
that it ensures the presence of the key subgroup within the sample.

3.4. Data Collection Methods

The researcher was used the questionnaires and documentations. Primary data was collected using structured
guestionnaires served to respondents through direct contact with the agents and drop and pick methods. The methods was
chosen because it saves time and cost. Secondary data was obtained through reading relevant publications of other agents in
the industry.

3.4.1. Data Collection Instruments

The main instrument that was used in collection of data for the study is the questionnaires that were consisted of close
ended questions. Secondary sources including books, journals and published reports was consulted to gather enough
information for the subject under the study.

3.4.2. Administration of Data Collection Instrument

The researcher was distributed the questionnaires to the respondents and waited for them for three days. And then the
researcher was made sure that the number of questionnaire distributed has been filled by all respondents or not. After
carrying out questionnaires with respondents, the questions were edited and the information gathered was arranged into a
meaningful and organized form by coding it. For the research to be more scientific and meaningful, the large quantities of
information gathered was condensed, hence facilitating easy analysis and processing of data, coding, tabulation and the
analysis of the main findings were presented in chapter four.
The data was analyzed using descriptive statistics in frequency tables. To enable the researcher to gain ground for drawing
conclusion, this exercise involved editing, tabulation, using SPSS version 21, and interpretation of findings.
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4. Research Findings and Discussion

This chapter specifically presented the analysis and the results of the field data gathered from the banking agents in
commercial banks in the Northern Province of Rwanda. The purpose of this study was to determine the effects of agency
banking on access to financial services in commercial banks, to establish the relationship between brand images of agency
banking and accessibility to financial services in commercial banks, to investigate how operational structure of agency banking
influences customer’s access to financial services in commercial banks. This formed the basis of the findings presented in this
chapter. Descriptive statistics were used to summarize the data and shown response concentrations on the variables of the
study. The results were presented and discussed accordingly in the following sections. Coding of the questionnaire was the
first task, and then the data was entered into the spread sheet and then transferred it into the SPSS Version 21 for analysis.
Statistical tools used were frequency distribution tables, chi-square and correlation. The findings were presented in form of
frequency distribution tables, percentages, means and Standard Deviation. Preliminary analyses procedures of cleaning,
frequencies, consistency checks, and correction were done on the data obtained. The relationships between independent and
dependent variables of the study were determined, explored using chi-square and correlation analysis by conducting the
Pearson chi-square and Pearson correlation. The researcher distributed 233 questionnaires to the respondents and received
230 of them back which is 98.7%. According to Mugenda and Mugenda (2003) a 50% response rate is adequate, 60% good and
above 70% rated very well. This also concurs with Kothari (2004) assertion that a response rate of 50% is adequate, while a
response rate greater than 72.22% is very good. This implies that based on this assertions; the response rate in this case of
98.7% is very good.

4.1. Demographic Characteristics of Respondents

The demographic variables used in this case were Gender, Age group and Level of education. Data was collected from
people and that is why gender, age and level of education were inquired in order to know the respondent’s background. This is
because these variables have different preference; taste and purchasing power thus were included as a factor that might play
a role in determining the relationship between Agency banking and accessibility to financial services.
A fairly number of agents from each gender was surveyed. Among the 230 people sampled, 61.7% were male and 38.3% were
female. The respondents were grouped into different age categories who participated in the survey and find that 230 people
sampled, 41.6% were between the age of 21-30 years, and 11.2% were between the ages of 0-20 years, 35.6% were between
the age of 31-40 years and 10.4% were above the age of 40 years. Moreover the people surveyed, 15.8% had University
qualification, 39.5% A-level, and 31.4% had an O-level qualification and 12.1% had any other qualification.

4.1.1. Bank Agents

There was four main agency banking providers in the Rwandan banking industry that are used. The aim was to find
out which agency banking provider is mostly preferred. The participants were asked about the agency banking service
provider they prefer and they are currently using. The data was analyzed using frequency distribution as per Figure 4.1 Equity
bank was ranked the highest with 39.1 % potential users, BK was second with 27.8% users, KCB was third with 18.7% users
while CogeBank scored the lowest percentage with only 14.3% users.

4.2. Presentation of Findings
The findings were presented under the following headings

4.2.1. Influence of Operational Structure on Customer’s Access to Financial Services

Strategy used by an organization is fundamentally influenced by the operational structure of the organization. It
dictates how policies and objectives are established and how resources are allocated. When an organization changes its
strategy, the existing organization structure may be ineffective. Agency banking being a new concept has forced banks to
realign or change some of its structures so as to accommodate agency banking, thus this study sought to find out how
operational structure of agency banking influences customer’s access to financial services in commercial banks in the
Northern Province of Rwanda. Table 3 shows the level to which the respondents agree or disagree with some of the factors.

Variable Strongly Disagree | Neutral | Agree Strongly Mean Std.
Disagree Agree Deviation
F % F % F % |F % F %
Receiving the customers do not
take too long time due of good 15 7 24 86 98 3.748 14102
System, e.g. deposit, withdraw 1.7 3 10.3 37 42
The costs of opening and 22 6 23 66 113 3.817 129212
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Strongly Disagree | Neutral | Agree Strongly Mean Std.
Disagree Agree Deviation
operating an agency are cheap 94 2.6 9.9 28 49.8
The amount of fees charged on
agency Service is lower 15 7 25 76 107 3.622 1.45993
compared to go to the bank 6.1 3 11 33 47.2
People use agency services to
avoid movement cost to the 17 23 23 83 98 3.587 141693
main bank branch 7.1 39 99 37 421
People do payment through 21 9 22 66 112 3.791 1.31498
agency services such as school, 9.3 39 94 28 494
electricity bills, water bills

Table 2: Extent to Which Operational Structure Influence Customer’s Access to Financial Services
(Source: Field Survey)

The study sought to determine the extent to which operational structure Influence customer’s access to financial
services was assessed by asking the respondents to their level of agreement on a Likert-scale, ranging from strongly disagree
to strongly agree, with statements related to proximity, receiving the customers do not take too long time due of good system.
From the findings the study established that 7.7% of respondents strongly disagreed, 3.0% of respondents disagreed, 10.3% of
respondents were neutral, and 36.9% of respondents agreed while 42.1% of respondents strongly agreed that receiving the
customers do not take too long time due of good system as shown by mean of 3.748 and standard deviation of 1.4102. On the
guestion to whether the costs of opening and operating an agency are cheap. From the findings 9.4 % of respondents strongly
disagreed, 2.6% disagreed, 9.9 % were neutral, 28.3% agreed while 49.8% strongly agreed that the costs of opening and
operating an agency are cheap by mean of 3.817 and standard deviation of 1.29212. The respondents were also asked if the
amount of fees charged on agency Service is lower compared to go to the bank. The findings indicated that 6.4% of
respondents strongly disagreed, 3.0% of respondents disagreed, 10.7% were neutral, and 32.6% of respondents agreed while
47.2% of respondents strongly agreed that the amount of fees charged on agency Service is lower compared to go to the bank
as indicated by mean of 3.622 and standard deviation of 1.4993.

In addition to the statement whether people use agency services to avoid movement cost to the main bank branch.
The findings indicated that 7.3% of respondents strongly disagreed, 3.9% of respondents disagreed, and 9.9 % were neutral,
36.9% of respondents agreed while 42.1 % of respondents strongly agreed that people use agency services to avoid movement
cost to the main bank branch as shown by mean of 3.587 and standard deviation of 1.41693. Lastly, the respondents were
asked if people do payment through agency services such as school, electricity bills, and water bills. The majority of the
respondents agreed to the statement whereby 28.3% of respondents agreed, 49.4% of respondents strongly agreed, 9.0% of
respondents strongly disagreed, 3.9% of respondents disagreed, and 9.4% of respondents were neutral that people do
payment through agency services such as school, electricity bills, and water bills as indicated by mean of 3.791 and standard
deviation of 1.31498.

4.2.2. Relationship between Operational Structure and Accessibility to Financial Services
The relationship between operational structure of agency banking and accessibility to financial services in
commercial banks in the northern province of Rwanda was assessed using Chi-Square Tests and correlation.

Value Df Asymp. Sig. (2-sided)
Pearson Chi-Square 34,048 12 0.001
Likelihood Ratio 37,271 12 0
Linear-by-Linear 1614 1 0.204
Association
N of Valid Cases 230

Table 3: Chi-Square Tests between Operational Structure and
Accessibility to Financial Services

The study results shows that on overall significance, there is a statistically significant positive relationship between
operational structure and accessibility to financial services because the p-value of all the measures which is p=.001 is less
than the set value of p< 0.05. Table 3 shows that Tests for Pearson chi-squire on the respondents’ mean scores for operational
structure and access to financial services revealed that both operational structure and access to financial services had
relationship. Thus, adopting Pearson chi-square was conducted using the means for operational structure and access to
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financial services. As stated, our alpha is 0.05, if the “Asymp. Sig. (2-sided)” for the Pearson Chi-Square statistic is less than
0.05; there is a relationship between the variables. The Chi-Square significance value is .001 which is less than p=0.05, shows
there is a relationship between one’s agency banking operational structure and accessibility to financial services.

Operation Accessibility to
Structure Financial Services
Operation structure Pearson Correlation 1 861"
Sig. (2-tailed) .000
N 230 230
Accessibility to Pearson Correlation 861" 1
financial services Sig. (2-tailed) .000
N 230 230

Table 4: Correlation between Operational Structure and
Accessibility to Financial Services
** Correlation Is Significant at the 0.01 Level (2-Tailed)

The Pearson Correlation was conducted using the means for operational structure and access to financial services.
The findings were as shown in Table 4 Pearson Correlation analysis established that a positive and statistically significant
correlation was established between operational structure and access to financial Services (r=0.861; p<0.01). The correlation
was very strong, representing an almost perfect correlation between operational structure and access to financial services.
Higher access to financial services through bank agent outlets is associated with good operational structure associated with
agency banking products and services.

4.2.3. Effect of Brand Image of Agency Banking on Accessibility to Financial Services

Brand image is the current view of the customers about a brand. The impressions consumers have of a company
extend well beyond the product or service the firm provides. Hence this study sought to establish the relationship between
brand images of agency banking and accessibility to financial services. Respondents were asked the extent to which they agree
or disagreed with some of those factors and the results are summarized as per Table 5

Variable Strongly | Disagree | Neutral | Agree | Strongly | Mean Std.
Disagree Agree Deviation
F F % F % |F % F %
%
Most of clients are aware how 15 8 25 73 109 3,747 1,40395
different agency services 8
| provide work 6.3 34 10.7 326 a7
People come to inquire more 17 10 23 85 95 3,817 1,29212
4
about the bank's new 7.3 43 99 36.5 421
developments
Most of my clients are aware 22 5 22 67 114 3,691 1,4097
of the 3
different fees charged on the 94 21 94 28.8 50.2
various products and services.
Most people are aware of the 14 8 25 73 110 3,660 14011
9
existence of bank agents’ 6 34 10.7 326 47.2
outlet shops
People are aware of the 17 7 23 87 96 3,878 1,24787
existence 3
of the various product offered 7.3 3 9.9 373 425
by

Commercial banks

Table 5: Extent to Which Brand Image of Agency Banking Affects
Accessibility to Financial Services
(Source: Field Survey)
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As per Table 5 indicate extend to which respondent agree and disagree to the statement brand image of agency
banking affects accessibility to financial services First, the respondents were asked if most of clients are aware how different
agency services their provide work. From the findings the results shown that 6.4% strongly disagreed, 3.4% disagreed, 10.7 %
were neutral, 32.6% agreed while 46.8% responded that they strongly agreed that their clients are aware how different
agency services they provide work as shown by mean of 3.7478 and standard deviation of 1.40395. On the question if the
people come to inquire more about the bank’s new developments. 7.3% strongly disagreed, 4.3% disagreed, 9.9% were
neutral, 36.5% agreed while 42.1 % responded that they strongly agreed that people come to inquire about the bank’s new
developments as indicated by mean of 3.8174 and standard deviation of 1.29212. Thirdly, the respondents were asked
whether most of my clients are aware of the different fees charged on the various products and services. 9.4% strongly
disagreed, 2.1% disagreed, 9.4% were neutral, 28.8% agreed while 50.2% strongly agreed that most of my clients are aware of
the different fees charged on the various products and services as shown by mean of 3.6913 and standard deviation of 1.4097.
Further, respondents were exposed to question that most people are aware of the existence of bank agents’ outlet shops. 6.0%
responded that they strongly disagreed, 3.4% disagreed, 10.7% were neutral, 32.6% agreed while 47.2% strongly agreed that
people are aware of the existence of bank agents’ outlet shops by the mean of 3.6609 and standard deviation of 1.4011. Lastly,
on the questions whether people are aware of the existence of the various product offered by commercial banks. 7.3% strongly
disagreed, 3.0% disagreed, 9.9% were neutral, 37.3% agreed while 42.5% strongly agreed that people are aware of the
existence of the various product offered by commercial banks shown by mean of 3.8783 and standard deviation of 1.24787.

4.2.4. Relationship Between Brand Image and Accessibility to Financial Services

The send objective of the study was to establish the relationship between brand images of agency banking and
accessibility to financial services in commercial banks in Northern Province. The relationship between brand image and
accessibility to financial services was analyzed by using chi-squire and correlation.

Value Df Asymp. Sig.(2-sided)
Pearson Chi-Square 30,463 12 0.002
Likelihood Ratio 33,801 12 0.001
Linear-by-Linear 2,428 1 0.119
Association
N of Valid Cases 230

Table 6: Chi-Square Tests between Brand Images of Agency
Banking and Accessibility to Financial Services

The means for brand image of agency banking and access to financial services were used to compute the Pearson chi
square to establish whether the nature and magnitude of the relationship between the two variables. The findings show that
there was a statistically significant relationship between brand image of agency banking and accessibility to financial services
(p=.002 which is less than p=0.05). The association was positive, indicating that increased access to financial services was
attributable to high levels of financial services awareness. The findings of the Pearson chi square analysis were shown as per
Table 6.

Brand Image Accessibility to Financial Services
Brand image Pearson Correlation 1 .805™
Sig. (2-tailed) .000
N 230 230
Accessibility to Pearson Correlation .805™ 1
financial services Sig. (2-tailed) 000
N 230 230

Table 7: Correlation between Brand Image of Agency Banking and Accessibility to Financial Services
** Correlation Is Significant at the 0.01 Level (2-Tailed)

The Pearson correction was establish between the two variables and found that there was a statistically significant
relationship between brand image of agency banking and accessibility to financial services (r = 0.805; p<0.01). The correlation
was positive, indicating that increased access to financial services was due to high levels of financial services awareness. The
findings of the correlation analysis were as shown in Table 7.

4.2.5. Effects of Agency Banking on Customer’s Access to Financial Services
Respondents were asked the extent to which they agreed or disagreed with some of those factors and the results are
summarized as per table 8
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Variable Strongly Disagree Neutral | Agree | Strongly Mean Std.
Disagree Agree Deviation
F % F % F % F % F %
Agency banking has made 21 9 19 66 115 3,7609 1,40468
many people to open savings 9 39 94 28 494
bank accounts
The number of people coming
for financial services at the shop 14 8 25 76 107 3,8565 1,26122
is high due to less difficulties
experienced compared to 6 34 11 33 47.2
normal banking facilities
The number of people coming 18 8 23 85 94 3,6174 1,45129
for
financial advice at the shop is 7.7 34 9.9 37 425
high
At the shop, people walk small 22 6 23 64 115 3,6304 1,40428
distances to get many financial 94 2.6 9.9 29 494
Services
The number of people using 15 7 25 73 110 3,8739 1,26654
remittance and making 6.4 3 11 33 47.2
payments
through banking agents is high

Table 8: Extent to Which Agency Banking affect Customer’s Access to Financial Services
(Source: Field Survey)

As per table 8, the respondents were asked to indicate the extent to which they agreed with five statements related to
agency banking whether made many people to open savings bank accounts. The study revealed that 9.0% strongly disagree,
3.9% disagreed, 9.4% were neutral, 28.3% agreed while 49.4% strongly agreed that agency banking has made many people to
open savings bank accounts by mean of 3.7609 and standard deviation of 1.40468.

On the question whether the number of people coming for financial services at the shop is high due to less difficulties
experienced compared to normal banking facilities. The findings shown that 6.0% of respondents strongly disagreed, 3.4%
disagreed, 10.7% were neutral, 32.6% agreed while 47.2 % of respondents strongly agreed that the number of people coming
for financial services at the shop is high due to less difficulties experienced compared to normal banking facilities as shown by
mean 3.8565 and standard deviation of 1.26122. The respondents were asked if the number of people coming for financial
advice at the shop is high. The study indicated that 7.7% strongly disagreed, 3.4% disagreed, 9.9% were neutral, 36.5%
agreed, and 42.5 % strongly agreed that the number of people coming for financial advice at the shop is high by mean of
3.6174 and standard deviation of 1.45129 .On the question if at the shop, people walk small distances to get many financial
services, 9.4% strongly disagreed, 2.6% disagreed, 9.9% were neutral, 28.8% agreed while 49.4% strongly agreed that at the
shop, people walk small distances to get many financial services as shown by mean of 3.6304 and standard deviation of
1.40428 . Lastly, the respondents were asked if the number of people using remittance and making payments through banking
agents is high. From the findings the study established that 6.4% strongly disagreed, 3.0% disagreed, 10.7 % were neutral,
and 32.6% agreed while 47.2% strongly agreed that the number of people using remittance and making payments through
banking agents is high by mean of 3.8739 and standard deviation of 1.26654. This implies that agency banking is continuously
improving leading to significance increased access to financial services in those banks that have rolled up the service due to its
convenience and efficiency in operation.

4.2.6. Relationship between Agency Banking and Accessibility to Financial Services

The third and final objective of the study was to determine the effects of agency banking on access to financial services
in commercial banks in the northern province of Rwanda. In this sub-section, the respondents’ views on agency banking and
its relationship with access to financial services was analyzed by using chi-squire and correlation.
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Value Df Asymp. Sig. (2-sided)
Pearson Chi-Square 34,217 12 0
Likelihood Ratio 34,43 12 0
Linear-by-Linear Association 3,682 1 0.064
N of Valid Cases 230
Pearson Chi-Square 34,217 12 0
Likelihood Ratio 34,43 12 0
Linear-by-Linear Association 3,682 1 0.064
N of Valid Cases 230

Table 9: Chi-Square Tests between Agency Banking and Accessibility to Financial Services

A test of chi-squire revealed that the respondent’s means scores on availability of agency banking had positive impact
on accessibility to financial services. Thus, means for agency banking and access to financial services were used to compute the
Pearson chi-squire to determine whether there was a significant relationship between agency banking and accessibility to
financial services. The Pearson chi-squire analysis as per table 9 revealed that there was a statistically significant relationship
between agency banking and accessibility to financial services (P=.000; p< 0.05). The relationship was positive and very
strong, indicating that greater access to financial services was attributable to increased utilization of bank agency services to
pay various utility and service bills.

Agency Accessibility to
Banking Financial Services
Agency banking Pearson 1 q74"
Correlation
Sig. (2-tailed) 0
N 230 230
Pearson Correlation q74" 1
Accessibility to financial services Sig. (2-tailed) 0
N 230 230

Table 10: Correlation between Agency Banking and Accessibility to Financial Services
** Correlation Is Significant at the 0.01 Level (2-Tailed)

Table 10 shows Pearson correlation results of agency banking and accessibility to financial services. The Pearson
correlation analysis revealed that there was a statistically significant relationship between agency banking and accessibility to
financial services (P= 0.774; p< 0.01). The relationship was very strong, representing that higher access to financial services
was cause to increased utilization of agency banking to pay various utility and service bills. Most of these payment services are
provided through POS services or mobile money transfer/payment services. When compared to the long distances to be
covered, the costs of travelling and the long queues, the rural population prefer transacting through the bank agents of the
banks in which they hold accounts.

5. Conclusions and Recommendations

5.1. Summary of Findings

This study had 3 specific objectives namely: to investigate how operational structure of agency banking influences
customer’s access to financial services, to establish the relationship between brand images of agency banking and accessibility
to financial services, to determine the effects of agency banking on access to financial services in commercial banks in the
Northern Province of Rwanda. The discussions in the following sections highlight the key findings of the study based on the
objectives.

5.1.1. Findings on Effects of Operational Structure on Customer’s Access to Financial Services

The first objective was to investigate how operational structure of agency banking influences customer’s access to
financial services. The study found out that commercial bank customers get adequately high good services from agents of
commercial banks in the northern province of Rwanda since the means score as per Table 2. Table 3 and Table 4 indicated that
(r=0.861) there is a relationship between one’s agency banking operational structure and accessibility to financial services.
The first point of contact that establishes a relationship between the rural people and a financial institution is a bank account.
Lack of availability of appropriate, low cost, fair and safe financial product and services to certain segments of society, supplied
by normal suppliers is financial exclusion. Gallardor (2006) observed that, there are some problems of the financial services in
rural areas. Demand of financial services in rural areas has increased but small population size results in high cost and makes
financial services less attractive to people in these areas. Info Resources (2008) also highlighted various challenges to rural
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financial services, the most important of these challenges being the high transaction cost. However, with most banks have either
completely done away with or considerably lowered the charges associated with deposit and withdraw, the most critical barrier
to accessing financial services have been addressed. This has increased the number of people in the rural areas who own bank
accounts, and thus can transact at the agency outlets. The challenge of difficult topography and weak configuration of
infrastructure that has for a long time discouraged banks from opening ATMs or branches in rural areas has been addressed by
establishing agency banking. This has profoundly seen the rural populace avoid traveling long distances to cities for getting
financial services, which were not only costly but also tiresome and prohibitive. The effect has been increased access to financial
services, hence the positive association between operational structure and access to financial services.

5.1.2. Findings on the Relationship between Brand Image of Agency Banking and Accessibility to Financial Services

The second objective was to establish the relationship between brand images of agency banking and accessibility to
financial services. The study found out that agency brand image is moderately good since the means score (see Table5) is
great. However, it has significant effect in determining the accessibility to financial services. Therefore, on brand images and
access to financial services, the study established that (see Table 6 and Table 7) the respondents respectively agreed (79.6%)
that most clients were aware of how different agency services provided work, people go to enquire more about the bank’s new
developments, people are aware of the existence of the various products offered by commercial banks and most people are
aware of the existence of bank agents’ outlet shops. There was a significant, positive relationship between brand images and
access to financial services. With high levels of awareness on available financial services at the agency outlets, the costs related
to the provision of the services as well as transaction costs among other pieces of financial information have increased efforts
to ensure that the unbanked rural population has access to financial services.

5.1.3. Findings on How Agency Banking Influences Customer’s Access to Financial Services

The third and final objective of the study was to determine the effects of agency banking on customer’s access to
financial services in commercial banks in the Northern Province of Rwanda. The study found out that agency banking is
moderately good since indicated by means score and standard deviation as per Table 9. However, The Pearson chi-squire and
Pearson correlation analysis revealed that there was a statistically significant relationship between agent’s bank and access to
financial services (see Table 9 and Table 10). The relationship was positive and strong (r= 0.774), indicating that greater
access to financial services was attributable to increased utilization of agency banking to pay various utility and service bills.
This implies that with most provider adopting technology-based and cashless payment systems due congestions in the main
cash customer service halls, most of the agents of the services have responded positively to such strategies, utilizing such
payment services. Most of these payment services are provided through POS services or mobile money transfer/payment
services. When compared to the long distances to be covered, the costs of travelling and the long queues, the rural population
prefer transacting through the bank agents of the banks in which they hold accounts. Hence advantages associated with bank
services have led to increased access to financial services and by large, financial inclusion.

5.2. Conclusion

In line with the first objective of the study which sought to determine the effect of operational structure on
accessibility to financial services, the study revealed that good operational structure is a major contributor to customer’s
access to financial services. The banks do understand application of good operation structure in agency banking, in its
business operations. This corresponds with Collins (2010) since the study found that good operational structure in agency
banking very great extent influence banks international business operations.

Secondly, the study concludes that there is a positive relationship between bills payments and access to financial

services. Advances in innovation that have brought about adoption of telco-money transfer services and the extensive
introduction and penetration of point of sale devices have encouraged many service providers and businesses to adopt
cashless payments. Due to the convenience associated with cashless payments that save bank clients’ time associated with
gueuing to make payments of some bills such as electricity and water bills as well as the general security related to cashless
transactions, many people have adopted such kind of payments whose imperatives include operating a bank account. Thus,
with such kind of services as payment of bills, financial inclusion among the rural poor has been enhanced.
The study further concludes that financial services accessibility by customers through banking agencies had a positive impact
on financial performance of commercial banks in Rwanda with many of the banking institutions indicating that agency
banking had made it easier for them to reach out to many potential clients without investing so much in opening branches
hence it's a cost effective measure. Finally, the study concluded that financial services awareness positively influences access
to financial services. When people are aware of the available services, are provided with more accurate and up-to-date
information on new developments in agency banking segment and know where to get the services, their access to financial
services increases thus enhanced financial inclusion.

5.3. Recommendations

Commercial banks should ride on the successes made in agency banking to scale up access to financial services hence
financial inclusion by opening up more outlet networks to considerably reduce the distances covered by the rural poor. Better
geographic outreach can remove distance as a barrier to financial access for both the bank and the client, thus allowing banks
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to be more responsive and less intimidating to their deposit customers. This should be augmented by allowing the agents to
perform other services such as collection of cheques to enhance financial access and inclusion.

Secondly, the study recommends improvement of brand image of all agent banks operating in the retail market. The study
further recommends that information and awareness should be put in public to build confidence and trust in agency banking
as a secure, efficient and modern way of banking. Riding on the positive influence of customer’s access to financial services,
commercial banks and other financial institutions should make careful efforts to institutionalize customer education
programmers that will raise awareness among not only existing clients but also potential customers. This has potential to
increase take up of financial services thus benefiting both the client and the financial institution.

5.4. Suggestions for Further Studies

The study relied on self-reported data mainly from the commercial bank perspective alone and used a single industry
setting. Further research could seek to address this limitation by use of multiple industries setting such as telecommunication
companies to conduct their studies and this would enhance the validity and generalization of the research findings.
Although the bank agents were fit for giving reliable data, there is a possibility that the information from these agents was not
the only source of information about agency banking and accessibility to financial services. It may be vital to use both
information from the bank managers and compare with the views of the other stakeholders like the competitors and suppliers.
Possibilities of exaggerated results from self-reported data may also exist where secondary data is not available for further
validation. To handle this limitation, future research can combine the views of managers, customers, suppliers, competitors
and other relevant organization stakeholders.
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