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ABSTRACT

The study starts by realizing impressive description between Information technology and Financial Institutions in Uganda.

Financial Institutions are embracing the rapidly growing Information Technology (IT) to support theirs growth and expansion into the global market place.

The study seeks to assess the structure of Financial Institutions in Uganda, the evolution and infrastructure of IT, as well as the rapidly growing IT areas implemented in the performance of Financial Institutions such as short messaging system (SMS), online  and Internet banking, real time gross settlement(RTGS) and Credit reference bureaus.

Descriptive and exploration design were used. The research findings are based on the methods of observation, interviews and questionnaires from 23 respondents, including all staff of Centenary Bank Soroti Branch, and purposely selected few customers.

The study established that:

i. Sustained competitive advantage is obtained through the capability of Financial Institutions to exploit Information Technology on a continuous basis, which means IT and Financial Institutions are closely integrated
ii. The effect of computerization on the level of service delivery have fully been established and now customers enjoy a great deal of satisfaction and trust.

iii. The above factors offer a paramount importance of economic results and sustainable development to the needs of any financial sector

“The setting up of Information Technology function must be adapted to reflect the   ever changing role of Information systems within the organization”, Angell and Smithson (1991).

CHAPTER ONE
1.0 Introduction
Banks are facing enormous pressures and challenges mainly servicing a big clientele as well from increased competition. With this growing competitiveness has come the need for productivity and quality improvement. Investing in new technology is seen by many as a competitive market position, which necessitates the researcher to establish the relationship between information technology and the performance of financial institutions in Uganda.
1.1    Back ground
Information technology as per Information Technology Association of America (ITAA), is the study, design, development, implementation, support or management of computer based information systems particularly software applications and computer hardware. Information technology deals with the use of electric components and computer software to convert, store, protect, process, transmit and retrieve information.
Financial Economists define Financial Institutions as an institution that provides financial services for its clients or members. 
Types of financial institutions include mainly; deposit taking, insurance and brokers. They are regulated by government bodies. Some of the rapidly growing information technology areas include hand held wireless devices, the wireless and fiber base work, multimedia, image and text graphics (Barbaric et al, 2003) internet banking, mobile banking, telephone, credit cards and automated teller machines that allow customers to carry out many routine transactions without going to the branch (Lyons et al, 2003).
Banks are increasingly relying on information technology to support growth and expansion into the global market place for example internet banking allows customers to carry out routine transactions without going to branch.
According to Neelegham (1990), for accompany to perform well, it needs to implement information technology. Therefore for finance institutions to perform efficiently, they should embrace and install reliable and effective information technology systems in their operations.
1.2.       Statement of the problem
Despite the rapidly growing information technology in areas such as SMS, internet and online banking, real-time gross settlement, there are still challenges in realising increased productivity, quality improvement in services, and cost and time savings in operations. It is therefore prudent to establish the effect of information technology and the performance of financial institutions in Uganda, with specific emphasis to Centenary Bank, Soroti Branch.
1.3 
Purpose of the study

The purpose of study is to find out the extent to which information technology has affected the performance of Centenary Bank, Soroti Branch.
1.4 
Objectives of the study 

    i.  
To find out the structure of financial institutions in Uganda
   ii.
To identify the evolution of information technology and its infrastructure.
  iii.
To establish the relationship between information technology and the performance of   financial institutions in Uganda.
1.5 
Research Questions

    i.
What is the structure of Financial Institutions in Uganda?

   ii.
What is the evolution of Information Technology and its infrastructure?

  iii.
What is the relationship between Information Technology and performance of  financial Institutions in Uganda?
1.6.
Scope

1.6.1
Geographical scope 

Due to constraints in terms of time and other resources, the study will dwell on Centenary Bank, Soroti Branch which has computerized Information System with which they provide their operations. All departments that use Information Technology systems are subject to the study.

1.6.2 
Variable scope

The variables in the study will be Information technology such as sms, internet, on line banking and real time gross settlement systems as independent variables while the performance of finance institutions such as number of transactions done on daily basis, the number of staff employed, the time taken to accomplish a task, are the dependent variables.
1.6.3 
Time scope

The time scope being explored two years from 2009 to 2010 because the given time to finish the research is not enough for the researcher to collect all the data covering many years.
1.6.4 
Significance of the study 

This study is of high benefit to the bank, as it will provide useful framework for analyzing the strategic significance of information technology. It will lead to widening business scope, improving customer service, targeting markets, and adding value to the products, as well as improving delivery of information in a just in time basis, and creating strategic alliances based on effective information handling.

The study can be of great benefit to smaller firms, as well as individuals intending to introduce information technology to guide them in avoiding problems associated with information management and to reduce the costs of operation.
The study is also of benefit to government since information technology provides timely, accurate, relevant and reliable information that is very useful for decision making, problem solving, planning and control and management of trends of economic activities within the country.

Information also helps minimize the duplication of government efforts and wastage of resources, thus enhancing productivity.

CHAPTER TWO

2.0 LITERATURE REVIEW

2.1
Introduction

This reviews several findings, facts and opinions from various literatures of different authors in an attempt to answer the research questions.
2.2
 Information Technology

Information technology (IT) is defined as any equipment interconnected system or subsystem of equipment, interconnected system or sub system of equipment that is used in automatic acquisition display, switching, interchange, transmission or reception of data or information by the executives agency it includes computers, ancillary equipment, software, firmware, similar proceed ears and service. 
This is the general term that relates to the use of computers as an aid to creating and maintaining data that is to say information. IT is related to all aspects of managing and proceeding especially within a large organization (courseware international computer driving license, 1996) 

Information technology infrastructure is the shared technology resources that provide the platform for the firms’ specific information system applications (Laudon, 2006). IT infrastructure provides a set of firm wide services budgeted by management and comprising of both human and technical capabilities.

Financial institutions:
Financial economists define institutions as institutions that provide financial services for its clients or members. The presence of financial institutions facilitates the flow of money through the economy. To do so, savings are pooled to mitigate the risk brought to provide funds for loans. Such is the primary means for depository institutions to develop revenue (Bank of Uganda, 2009).
2.3 
Categorization of Financial Institutions in Uganda

The Financial Institutions Act 2004 revises and consolidates the law relating to Financial Institutions, and provides the regulatory framework for regulation and supervision of Financial Institutions by the Central Bank, and also repeals the Financial Institutions Act cap 54.
Financial Institutions: means a company licensed to carry on or conduct financial institutions business in Uganda, it includes:-
A bank: means a company licensed to carry financial business as its principle business as specified in the second schedule to this Act and it includes all branches and it includes all branches and offices of that company in Uganda.

Central Bank; means the bank of Uganda existing under Bank of Uganda Act.

Commercial bank; means the company licensed to carry on financial institutions business in Uganda and whose principle business consists mainly in the acceptance of call, savings and time deports withdraws able by cheque or otherwise in the capacity of bank, provision of foreign exchange participation in the interbank clearing system and the provision of assumption of guaranties, bonds and warrantees on behalf of others.

Credit Institutions; means any company licensed to carry on financial institutions business in Uganda which is specified in the second schedule to this Act as its principle business and includes all branches and offices of that company or body in Uganda.

Finance House; means a company licensed to conduct financial institutions business in Uganda which is specified in the second schedule to this Act as its principle business and consists mainly in acceptance of time deposits, hire purchase financing operational and finance leasing and factoring and provision of short term and medium term loans.
Foreign Exchange Business; means any facility offered, business or undertaken or transaction executed  with any person  involving a foreign currency inclusive of any account facility, credit extension, lending issue of guarantee, counter guarantee, purchase for sale by means of cash  cheque draft transfer or any other instrument denomination in foreign currency.

Merchant Banks; means any company licensed to carry on financial institution business in Uganda and whose business consists mainly in acceptance call and time deposits from corporate institutional and internal clients withdraw able by cheque. 

Micro finance deposit taking institutions; means a company licensed to carry on conduct engages in or transact micro financed business in Uganda. Micro finance business means the business of accepting deposits from and providing short term loans to small micro-enterprises and low income households. 

Mortgage Bank;  means a company licensed to carry on financial institution business in Uganda and whose business consists mainly of the granting of loans for acquisition, construction, enlargement, repair, improve and maintaining of urban or rural real estate and for substitution of mortgage taken out for that same purpose.
Financial Institutions supervised by bank of Uganda includes:

Commercial banks, credit institutions, foreign exchange bureaus and micro finance deposit taking institutions.

Other financial institutions in Uganda include; insurance companies and leasing finance institutions.
Financial institutions business means the business of acceptance of deposit, issue of deposit substitutes, lending or extending credit through:- consumer and mortgage credit, factoring with or without resource, the financing of commercial transactions and acceptance of credits, engaging in foreign exchange business in particular buying and selling foreign currencies including forward and option type contracts for future sale of foreign currencies, issuing and administering means of payment including credit cards, travelers cheques, providing money transmission services, soliciting of or advertising for deposits and money broking. 
2.4
Minimum Capital Requirement for Financial Institutions 

A person proposing to transact financial institution business in the capacity of a bank in Uganda shall have a minimum paid up cash capital of not less than two hundred currency points invested initially in such liquid assets in Uganda as the central bank may approve.

Licensing: A person shall not transact any deposit taking or other financial business in Uganda without a valid license granted for that purpose under this Act.

2.5
Factors to  consider in making a decision to grant a license in Uganda 
The financial condition and history of the applicant including the range of services and products proposed, management adequacy of the applicants, capital structure, earning prospects, business and financial plans, the convenience and needs of the community to be served, geographical locations and branch distribution network of the proposed business.

Processing granting and refusal of license include; central bank shall within six months after receipts of application investigate and prepare a detailed report in respect to each application. 
14 days after the period referred to in the subsection (1) of its section consider the application and the report shall grant the license if it is satisfied that the application is in accordance with this Act.
The applicant shall upon being granted a license under this Act pay for a fee prescribed by Central Bank by notice on the 31st of January each year.
Prohibition against transacting financial business include; To transact any Financial Institution’s business without approval of Central Bank, one would contravene subsection (1), commits an offence and is liable on conviction to a fine not less 350 currency points or imprisonment not exceeding two years or both. A person convicted of an offence under sub section (11) of this section shall be disqualified from acquiring a license under this Act and under any other law authorizing and taking of deposits.

Revocation of License

The Central Bank at anytime may revoke a license of the financial institution if it is satisfied that the financial institution has ceased to carry on business, is significantly undercapitalized as defined in subsection (4) of section (87) to this Act, is unable to pay its liabilities as they mature, has gone into liquidation, has been wound up, has been dissolved, has failed to comply with any conditions stipulated by the under subsection (2) of section (12) to this act.

2.6
The Evolution of Information Technology and its Infrastructure

Information technology infrastructure is an asset of firm, budgeted for by management and comprising of both human and technical capabilities (Weil et al, 2002). IT infrastructure provides the foundation for serving customers, working with vendors and managing internal firm business process. (Loudon, 2006).

The Evolution of IT Infrastructure: 1950 

The IT infrastructure in organizations today is an outgrowth of over 50yrs of evolution of computing power and infrastructure element. The five eras are; automated special purpose machines, general purpose main frame clients\server net, mini computing, personal computers and internet computing.

These eras do not necessarily end for all organizations at the same time and the technology that characterize one era  may also be used another time period for other purposes for example some companies still ran tradition mini frame or mini computer system. 

Main frame computers today are used as massive services supporting large web sites and corporate enterprises (1) DaCruz, 2004
2.7.      
The Infrastructure of Information Technology. 
IT infrastructure provides the foundation for serving customers, working with venders and managing internal firm business processes (Moya, 2009)

The components of information technology. The components are formed by various hardware components consisting of computers, displays, personal computers, printers, data communications and disk units.
 The software for the steering of all these components is included. In the choice of hardware components, other factors prevail such as Compatibility (the extent to which computer systems differently make models changed) data communication possibilities, speed, of processing, the prices/output relation and case of operation (Maikel, 1996)

IT infrastructure services (Weil et al, 2002). Computing platforms used to provide computing services that connect employees, customers and Suppliers into incoherent digital environment, including large main frames, desk tops and laptop computer and personal digital environment, including large main frames desk tops and laptop computers and personal digital assistants (PDAS) and internet.
Appliances. Data management services that store and management corporate data and provides capabilities for analyzing the data 

Tele-communication services that provide data, voice and video connectivity to employees, customers and suppliers. Application software services that provide enterprise- wide capability such as enterprise resource planning customer relationship management systems that are shared by all business units.

Physical facilities management services that plan and develop and manage the physical installations required for computing, telecommunications and data management services.

IT management services that plan and develop infrastructure, coordinate with the business units for IT services, manage accounting for IT expenditure, and provide project management services.
IT standard services that provide for its business unit policies that determine which information technology will be used when and how.
IT education services that provide training in system use to employees and offer managers training in how to plan for and manage IT investment. 
 IT research and development services that provide the firm with research on potential future IT investments and projects that would help the firm to differentiate its self.
The services a firm is capable of providing to its customers, suppliers and employees are a direct function of its infrastructure. Ideally, this infrastructure should support the firm business and the information technologies have a powerful impact on business and IT strategies as well as the services that can be provided to customers.
The connection between the firm, IT infrastructure and business capabilities weil et al, 
2002 
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Levels of IT infrastructure.
Firm IT infrastructure is organized at 3 major levels; public, enterprise and business unit.

All firms are independent on public IT infrastructure which includes the internet, the public switched telephone network operated networks and other it support facilities such as cable systems and cellular networks Enterprise wide infrastructure includes services such as e-mails, a central corporate website, corporate wide intranets and an increasing a ray of enterprise-wide software application. Business units also have their own infrastructure that is uniquely suited to their line of business such as special production software and systems, customer and vendors system and local order entry and other transaction systems.

In multiunit business, typical or most large firms, a central corporate infrastructure is also used to manage the entire enterprise receive reports from business and exercise central over sites.
                                                           
BUSINESS UNIT

ENTERPRISE WIDE                               
                                        
      PUBLIC INFRASRUCTURE

IT infrastructure exists at 3 different levels; public, enterprise and business units.

Each level infrastructure provides a set of IT services and capabilities [Weil et al, 2002]

2.8
The relationship between ITand the performance of financial institutions in Uganda.

Some of the rapidly growing information technology areas implemented in the performance of financial institutions in Uganda include;

Short message service (SMS) Banking services:

 A 21st century innovation in banking technology. It’s a mobile technology that allows it to request and receive banking information from your bank on your mobile phone ultra short message service [SMS]. Individual or corporate bodies can manage item bank accounts check their account balances; perform check requests, money transfers, pay some bills and perform other banking transactions using their mobile phone. There are two methods of SMS widely used in applications; they are the pulse and pull (Seylan banking)

Pull SMS is sending a request and attaining a reply. This is a full duplex scenario where a user sends a request to SMS banking application and the application with the information requested. An example is when a user requests for his bank account balance (awolede, 2007).

Push SMS is sending a message for an application (i.e. SMS sorter in the café) to the mobile phone. It is a one way message, in other words; its the mobile application (in this case the mobile application) that imitates a message.

An example could be a deposit alert, which alerts a user when a deposit is made to his/her account. (Kuban, 2002) with SMS banking convenience can be achieved 24 hours a day. 

So, to effectively achieve a truly convenient banking mode, a truly mobile mode of banking has to be explored hence need for SMS banking.
Society for worldwide interbank financial telecommunication (SWIFT) 

It operates a worldwide financial institution. SWIIFT also markets software and services to institutions, much of it for use on the SWIFT net, network and Iso 9362 bank identifier codes (BIC3) are popularly known as SWIFT CODES (ISO maintenance agencies and registration authorities). 

The majority of international interbank messages use the SWIFT network. As if November 2008. Swift linked 8740 financial institutions in 209 countries. 

SWIFT transports financial messages in a highly secure way, but does not hold accounts for its members and does not perform any form of cleaning or settlement. Each financial institution to, exchange banking transactions must have a banking relationship by either being a bank or affiliating itself with one ( or more) so as to enjoy those particular business features. (Distributed architecture, 2008).
SWIFT is a cooperative society under Belgium law and is owned by its member’s financial institutions. 

SWIFT headquarters are located LaHulpe, Belgium. An average of 2.4 million messages with aggregate value of $2 trillion was processed by SWIFT in 1995.

These are key areas that SWIFT services fall under within the financial market place.

Security; SWIFT NETFIX (absolute), SWIFT NET data distribution, SWIFT NET funds

Treasury and derivates; SWIFT NET cash reporting SWIFT NET accord, SWIFT NET affirmations, SWIFT NET CLS third party service.

Cash management; SWIFT NET bulk payments, SWIFT NET cash reporting, SWIFT NET EXPECTETIONS and investigations.

Trade services; SWIFT NET trade services  utility, SWIFT NET mail, which went to live services UTILITY , SWIFT  also offer secure person to person messaging services, SWIFT NET mail, which went to live on 16th may 2007. SWIFT clients cue contique their existing e mail infrastructure to pass email messages through ice highly secure and reliable SWIFT NET mail work instead of ice open internet (SWIFT NET FIN traffic 2008)
Online banking

It allows customers to conduct financial transactions on a secure website operated by their retail or virtual bank credit unions or banking society (Wikipedia 2009)

The common features fall broadly into several categories;

Transactional; electronic bill payment and presentations

(EBPP), funds transfer between customers owns checking and savings accounts or another customers account, investment purchase on sale, loan applications and transactions such as repayments.

Non transactions; online statements check link, co browsing and chart

Bank statements; financial institutions administration features allowing the financial institution to manage the online experience of their end users, hosting administration features, allowing the hosting company to administer the solutions across the financial institutions, support of multiple users to varying levels of authority, transactions approval process, wire transfer, personal financial  management support such as importing data into personal accounting software.
Some online banking performs support account aggregation to allow customers to monitor all their accounts in one whether they are in their main bank. (Nottingham building society, 2008)

Credit Reference Bureau (CRB) services. 
The need for establishment of CRB services in any financial system arises because of the information asymmetry between lenders and borrowers (bank of Uganda report 2007) 
How CRB supports robust growth of financial sector:

Timely and accurate information is provided regarding borrower’s debt profiles and repayment history. Experience has revealed that when financial institutions compete with each other for customers, multiple borrowing and over indebtedness increased loan defect unless the financial institution have access data bases that capture relevant suspects of clients borrowing behavior. The CRB contributes significantly to reduction cost of screening loan applications by enabling the lenders to sort out prospective borrowers  who have defaulted with other lenders hence improves lenders ability to predict default.

Availing an improved pool of borrowers 

More and more unbalanced consumers will be eligible for financial services. Recent research based on information from several countries across the globe (Iraq, China, Singapore, Brazil .etc) show that the existence of increased lending assume, growth of credit registries is associated with increased lending volume, growth of customer lending, improved access to financing and a more stable banking sector.

Reducing default rates. 

Reduced default rates as borrowers seek to protect reputation collateral by meeting their obligations in timely manner. With the pretence of CRB there is a strong motivation for clients to repay their loans.

Credit reports that include both positive and negative information help to build reputation collateral in much the same way as a pledge of physical collateral which may improve credit access for the poorest borrowers.

In the long run, a bigger credit market and lower default rates lead to lower interest rates, improved profitability and increased competitiveness

Internet Banking

It refers to systems that enable bank customers to access accounts and services through a personal computer

Internet banking products and services can include also whole sale products for corporate customers as well as retail and fiduciary products for customers (comptrollers hand book, 1999). Some examples of whole sale products and services automated clearing house (ACH) transactions, bills payment and presentment.
Examples of retail and fiduciary products and services include: - balance inquiry funds transfer, downloading transactions information, bill presentment and payment, loan application, investment activities.
Numerous factors including competitive cost, efficiency of customer services and demographic considerations are motivating banks to evaluate their technology and access their commerce and internet banking (guidance to national banks on website privacy statements)
Types of internet banking

Information: this is the basic level of internet banking where the bank has marketing information about the banks products and services on standalone server 

Communicative: this level of banking allows customers to execute transactions since a path typically exists between the banks and customers internal network (bank service corporation Act)

Real Time Gross Settlements (RTGS) 
It is a system which provides real time online settlement of payment among banks and Financial Institutions (RBI website). Along between the time at which information made available to receiving banks and the time at which settlement takes place may have the important risk implications in a large fund transfer system (RTGS) is a payment gate way under the close supervision of reserve bank of India (RBI) working on electronic message communication system.  Each bank will have a central hub which is connected to the RTGS inside each branch the message  communication takes place through individual wide area network will use the secured infinite or RBI. It uses the secured financial messaging service (SFMS) message for the communication between the internal banking solution and the RTGS application.

RBI has security features. This is a highly secured system using public key infrastructure. This includes signing and encryption of harsh decryption and verification of harsh signing of message. Each participant will be a registered authority and controlling authority (IDRBT) RBI will issue the digital certificates.

Transactions supported include: interbank payments, customer payments, own account transfers and net clearing.
The treasury department can effectively utilize has system for transferring funds to other banks (Wikipedia, 2009)

Electronic fund transfer (EFT)

This is an electronic fund transfer mode that operate on a Differed Net settlement (DNS) basis which settles transaction in batches. In DNS, the settlement takes place at a particular point of time. All transactions are held up till the time. For example settlement takes place six times a day during the week 9:30am, 10:30am and 12:00 noon, 1:00pm, 3:00pm and 4:00pm and three times during Saturdays 9:30am, 10:30am and 12:00noon. Any transaction initiated after a designated settlement time would have to wait till the next designated settlement time. [Reserve bank of India, 2008]

2.9
Conclusion

Despite the wonderful contribution of information technology to the performance of   Financial Institutions by different authors, they did not consider that:
i. The financial resources in developing countries differ from those of developed countries where the system was developed.

ii. Computer systems are handled by people who are trained and have worked for a long time, hence have enough skills and experience as compared to Uganda, a developing country.

iii. The methods of information technology in Uganda is still different from those of the developed world

Therefore the above and other factors still make the performance of financial institutions in Uganda difficult.

If the telecommunication industry in Uganda is fully developed then also computerization of all banks will also be possible.
CHAPTER THREE

3.0 
METHODOLOGY

3.1 
Introduction 

This chapter outlines the study design to be used in the research, the area of study, the population to sample from, the sample size to work with, as well as the data collection and management tools to be applied in the study.
3.2
Study design

The research was based on a case study of Centenary Bank, Soroti Branch, and constituted both qualitative and quantitative data, considering the data collection methods that were used.

 3.3 
Area of study
The survey population covered all the financial institutions in Uganda but focused on Centenary Bank, with branches which cover almost all the parts of the country.

3.4
 Populations
The study was carried out in Centenary Bank, Soroti Branch found in Soroti district. The target population consisted of the managers, workers and customers with their accounts in Centenary Bank, Soroti Branch.
3.5 
Sample size and selection method 
Because of resource constraints, a small sample was handled and a simple random sampling procedure used to select the sample.
3.6 
Data collection tools/method. 
The methods used included questionnaires, interviews and observation. These methods were preferred because of their convenience.
Secondary data was also collected through literature search, review and comparisons as presented by different authors on information technologies and its impact. 
3.7 
Data management

The data was gathered by use of questionnaires, interviews and observations. It was analysed, organized, verified, cross checked, edited, summarized and valid conclusions drawn  using percentages.
3.7.1 
Data processing
Permission to conduct the research was obtained from relevant authorities; questionnaires were administered to the customers with accounts in Centenary Bank, Soroti Branch. The data so collected was edited and validated by the researcher.
3.7.2 
Data analysis

Data was collected using questionnaires, interviews and observation. It was organized, cross checked, verified, edited, summarized for analysis and valid conclusions drawn there from.

The researcher used percentages to draw conclusions. 

3.8 
Limitations
i. Time: the research was needed by the end of the semester and time was insufficient to find   comprehensive data. This had implications on the scope of the study and quality of findings.

ii.
Limited resources: The researcher had to coordinate between Makerere and Soroti to gather appropriate data. The available funds were utilized sparingly.

iii.
Sensitive information: Some aspects of the study were too sensitive and officers would not be willing to disclose all the information that there is. Such information accessed was kept confidential. 
CHAPTER FOUR

4.0 
PRESENTATION, INTERPRETATION AND DISCUSSION OF FINDINGS

4.1
Introduction

This chapter deals with the presentation, discussion and analysis of the study about Information Technology and performance of financial institutions obtained from various sources.

4.2
The structure of Financial Institutions in Uganda

According to the Financial Institutions Act 2004, a Financial Institution is a company licensed to carry on or conduct Financial Institution’s business in Uganda.

Financial economists also agree with the above when they define financial institutions as an institution that provides services for clients or members.
The researchers found out that Financial Institutions in Uganda means a company licensed to provide financial services to clients or members.

Financial Institutions supervised by Bank of Uganda include; commercial banks, Credit Institutions, Forex bureaus, Micro Finance Deposit Taking Institutions, Insurance companies and leasing Finance Institutions (Bank of Uganda) report 2009).
The types of Financial Institutions in Uganda include; Banks such as commercial, Post Office Savings, Merchant, Mortgage, and non bank financial institutions such as Credit Institutions, Acceptance, Discount and Finance Houses.

Financial Institution business means the business of; acceptance of deposits, issue of deposit substitutes, engaging in foreign exchange business, money brokerage and money transfer services.
The minimum capital requirement for financial institutions is paid up cash capital of not less than 200 currency points invested initially in such liquid assets in Uganda as the central Bank may approve.

Licensing: A person shall have a valid license granted to transact and financial business in Uganda under factors such as; geographical location and branch network of the proposed business, competence and integrity of the proposed management, financial condition and history of applicants.

The Central Bank may also revoke license of financial institution if it is satisfied that the financial institution at any time has ceased to carry on business, has gone into liquidation or has been dissolved.

Findings revealed that IT helps in modernization of the outdated phase of data processing. Kevin Ng examines the changes caused by advances in technology in the way that banks provide credit facilities. Particular emphasis will be pressed on the impact of technology on the organization and servicing of loans. Banks are presently facing enormous pressures and challenges such as servicing and increased competition and the key factor attributed to the pace of changing technology, deregulation, disintermediation, competition and consumer needs and demands. Banks need to meet the challenges presented by the changes described above, fundamentally reviewing their business. Building on core competence and diversifying away from areas where traditional advantage is being eroded.
4.3.
The Information Technology Evolution and Infrastructure
According to Kuban 2002, IT is technology that supports activities involving the creation, storage, manipulation, and communication of information, together with their related methods, management and application.

Weil et al 2002 system says IT Infrastructure is a set of firm wide services budgeted by management and comprising of both human and technical capabilities.

According to the researcher, IT is any equipment that is used in the automatic acquisition, display, switching, interchange, transmission or reception of data of information by the executive’s agency.

The finding further revealed that IT infrastructure is described as the setting up and management of whole hardware, software, and data communication supply, in such a way that the business architecture and the IT architecture can be implemented successfully. The IT infrastructure is not only a matter of hardware, but also a complete integration of IT supply.

IT components are formed by various software and hardware components, computers, printers, data communication and disk units.

Evolution of ICT in Business.

According to Da-cruz 2004, IT infrastructure in organizations today is an out growth of over fifty years of evolution in computing platforms. Five stages have been identified in this evolution and each representing a different configuration of computing power that is to say,  automated special-purpose machine, general purpose mainframe and mini computers, clients/server networks, personal computers, enterprise and Internet computing.

The eras do not necessarily end for all organizations at the same time and the technology that characterized one era may also be used in another time period for other purposes (Markel 1996)

According to the researcher, the evolution of IT in business can be thought of in terms of five overlapping stages, according to Porter 2001 in his article “ strategy and the internet”, the earliest IT systems automated separate transactions such as order entry and accounting.

The second stage involved the fuller automation and functional enhancement of individual activities such as human resource management, sales force operation and product design.

The third stage which is being accelerated by the internet, involves cross activity integration such as linking sales activities with order processing.

The fourth stage which is beginning enables the integration of the value chain and the entire value system that is the set of value chain in an entire industry, including suppliers, channels and customers.

The upcoming fifth stage will mean that IT is used to optimize the workings of integrated activities and players in the value system in real time.

Levels of IT infrastructure.  Firm IT infrastructure is organized at 3 major levels; public, enterprise and business units.  Each level of infrastructure provides a set of IT services and capacity (Weil et al, 2002) services. IT infrastructure include; Data management, telecommunication, application software, education, standard and computing platforms services.

4.4
An evolution of the relationship between IT and the performance of financial institutions in Uganda.

Some authors consider that IT is an enabler of banking business development.  For example (Moya 2009) claims that IT plays a key role in the growth initiative through cost and time savings reliability, flexibility, accessibility and portability. (Maikel 1996) claims that IT is increasingly being used to measure understand and improve on organizations level of sustainable growth.

The researcher found out that IT can be vital in the development of real time collection of data in terms of customer satisfaction, internal process controls, critical business systems and other measurement systems, which are necessary to support financial institutions development. Konstant, 1990, argues that sosphiscated communications and computational tools and data storage systems are the key to success with financial institutions growth.  He goes on to make the point that IT can be an enabler in the drive for continuous improvement even when the basic process and management of worker relationship remain traditional.

4.4.1
Positive Effect.

Account holders have been provided with cards by the banks known as Automated transfers money cards.  With its card the customers can withdraw, deport cash and cheque written in his name in any centenary bank countrywide.

Also through the machine, one can get his actual account balance without going to centers and this is done at the convenience time of the customer.

Few accounts holders without the Automatic transfer money cards are made to fill a withdrawal form signed twice on them.  This will be compared to the specimen signature in the passbook and photograph of the account holder against the one already captured in the system. This has reduced the time spent by the customer in the bank.

The overwhelming number of accounts opened is a true manifestation of customer confident and satisfaction.

A physical observation by the researcher to determine time spent in the bank by customer revealed that on average a customer spent three to eight minutes service from the time of entering the bank to time of getting out.  This however, depended on the day of week and time of the day.  For instance Monday and Friday were found to be busy days of the week while between 9:00 am to 1:00 p.m and 3:00p.m to 5:00pm where busy hours.

4.4.2
Table 1:  Time spent before and after information technology system.
	Time spent in bank 
	Hours

	Before information technology 
	2-3 hours 

	After information technology 
	3-8 minutes 


Source:  Primary Source
4.4.3 Table 2:  Knowledge of impact of information technology on service delivery.
	Responses
	No. of respondents 
	Percentages 

	Yes 
	17
	81

	No 
	3
	14

	Uncertain 
	1
	5

	Total 
	21
	100


Source:  Primary Source
The highest response of yes is an indication that information technology is playing fundamental role in service delivery.

This is in agreement with Farby, hand Target, 1995 who argued that as a result of technological push and competitive pull, information technology does more than a support process. It is increasingly being applied to the core areas of business; It has been used in automating, transformatrion of industrial, organizational business processes and management methods.

4.4.4
Negative Effects.

 The study was also able to identify some weaknesses of information technology towards full customers’ satisfaction. If the network disappeared, transactions have to come to stand still.  The computers failed to link up accounts in the banking net working country wide.  This however, creates dilemma to customers and unwanted delays.

There has been restructuring in the operations of Centenary Bank.  The new personnel especially the cashiers that have just been employed are not used to computer keyboards.  The older bankers who were used to the system have either been laid off or transferred to other branches.  The new ones are very slow while pressing key boards hence slowing down the process.  All these leads to wasting of time especially for those customers with busy schedules.

4.5
Effects of information technology on efficiency in service delivery.

4.5.1
Positive Effects

An  instant deposit of money or a cheque to another person in a different Centenary Bank greatly improved the performance of the bank.  For instance, this  has reduced risk of carrying actual cash while traveling long distances.

Payment of school fees, water bills and electricity bills has been made so easy.

The clients valuables such as land titles certificates, wills, court cases won and others have all been scanned and put into the system.  Therefore in case the customer needs them for references purposes it can be produced immediately without any delay.

4.5.2
Negative effects.

Most customers do not know how to operate Automatic Transfer Money cards.

At times the ATM refuses to read the card when it develops problem, thus no money can be with drawn or may be the customer had forgotten the password for the card and this slows the card inside and this has to be  reported to the Bankers of the counter.  This is time wasting and it inconveniences the customers.  For example if the machine swallows the card during the weekend then customers have to wait until Monday.

The Bank  has put only one ATM machine which is not sufficient for its number of  customers.  To make it  worse if there is no power in the bank, this implies that the withdrawal of money through the ATM is not possible.  This has not solved the problem of queuing and has restricted the customers in handling their affairs in the way they feel like.

The study discovered that if the network disappeared, the transactions in the Bank are put to stand still.  At times the network can take two to four hours.  This is very disappointing to customers who have immediate business schedules to handle.

The introduction of a high charge for the people who deposit cash and withdrawal from the counter in the bank has been as the bank looked as the bank cheating their customers and has created mistrust  in the operations of the bank.

4.5.2 Table 3:  Accuracy of information from the system.
	
	Accurate 
	Not accurate 
	Not sure 
	Total 

	Respondents 
	18
	4
	1
	23

	Percentages 
	78
	17
	5
	100


Source: Primary Source
The table above indicated that there had been a great improvement in the bank as far as reliability and accuracy of information in the study the response to questionnaires on whether the information from computerization of the system is reliable or accurate, 78 percent answered to the affirmative.  But in order to maintain its accuracy, there is need to constantly service the hardware.

CHAPTER FIVE

5.0 SUMMARY, CONCLUSIONS AND RECOMMENDATIONS.
In the previous chapter, the study dealt at length with the evolution of the information technology in regards to performance of financial institutions in Uganda -Case study Centenary Bank Soroti Branch.  This chapter will however, present the summary of findings and draws conclusions and recommendations on the study.

5.1
Summary.

Before summarizing the findings, it is of paramount importance to first reflect on the research questions of the study.  However, as mentioned in chapter one, the study report had three specific research questions:-

i. What is the structure of financial  institutions in Uganda

ii. What is the evolution and infrastructure of information technology?
iii. What is the relationship between information technology and performance of financial institutions in Uganda?
The sources of data were the bank, available literature and a few clients.   Interview (guided and formal), observation and documentary sources were the tools used for the collection of data.

In the study, it had been discovered that sustained competitive advantage is obtained through the capacity of financial institutions to exploit information technology on continuous basis which means that the IT and the financial institutions are integrated (Henderson and Venkatraman, 2003).

Porter and Akers 1995 stated that the implementation of IT at any level of an organization could have implications for competitive advantage such as improved customers service, sales, convenience, simplicity, efficiency, productivity, quality, flexibility, reliability, safety and cost savings.

The study has also discovered that information technology has greatly improved the ways the financial institutions carryout their operations.

The information technology have made customers to build  confidence as a result of improved efficiency, customers get any  information they need without  delay and this has made the customers to gain satisfaction and also employees have improved on their efficiency due to introduction of information technology.

5.2
Conclusion.

From the study it’s discovered that IT areas such as SMC, online and internet banking real time gross settlement, electronic funds transfer are the future of the banking technology because they play important role in the creation of cashless economy and tremendous improvement in service delivery has been made possible.

Customers get their money at their convenient time and this has reduced queuing.

It should however be noted that at the end of every month the problem of queuing for long time still exists.  This is because the most civil servants get paid their salaries at that time.  The limited number of ATM machines has  not resolved the queuing problem completely.  Nevertheless, information technology is worth appreciated despite having some problems.

5.3
Recommendations.

The different levels of complexity associated with certain areas involving security operations planning and monitoring have caused many national banks to outsource all parts of internet banking operations.

i. Banks should periodically reassess their sources of technology support to determine whether a given solution continues to fit their business plan and is flexible enough to meet anticipated future needs.

ii. Regardless of whether the technology service provided in house or through a third party services, National banks need to have a strong link between their technology provider and their strategic planning process.  This will enable the bank to link new products and services with the existing technology and products mix.

iii. The bank should rectify the issue of unreliable internet connectivity so that the net work is ever constant to enable its customers access of any information they need from the system without unwanted delay.

iv. Servicing of the hardware should be a constant activity in order to maintain the quality and efficiency of service delivery.

5.4
Areas of Further study.

Due to the limited time frame, which did not allow the researcher to cover the wider  data intended, the researcher recommends that in future an extensive research be conducted on:-

i. The extent to which rural businesses are adapting to the challenges posed by IT.

ii. The overall performance of financial institutions.

iii. The attitude of Financial Manager towards modern information technology.

iv. Whether the information technology has fulfilled the use for which it was introduced.
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APPENDIX 1
Data collection tools
The methods of data collection will include; questionnaires, interviews and observations. These methods will be preferred because of convenience that they portray compared to others. Also the researcher will be able to get out more information during face to face discussions.
ITERVIEW GUIDE

1. Explain the structure of financial institutions in Uganda…………………………………...
……………………………………………………………………………………………..……………………………………………………………………………………………………….
2. How has the evolution of information technology and its infrastructure supported the activities of the Bank?............................................................................................................
............................................................................................................................................................................................................................................................................................................

3. What is the relationship between information technology and the performance of financial institutions in Uganda?...........................................................................................................
………………………………………………………………………………………………..……………………………………………………………………………………………………..

4. Discuss the effects of computerization on the performance of financial institutions in Uganda………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
5. What are the effects of computerization on the efficiency in service delivery?.................................................................................................................................................................................................................................................................................................................................................................................................................................
APPENDIX 11

Questions to Employees

These questionnaires are designed for collecting information from the Bank staff for study purposes only, and will be kept confidential

1. What role do you play in the information systems?
     System administrator

      User

      System analyst

      none of these

2. Explain how introduction of information system has improved service delivery to clients …………………………........................................................................................................................................................................................................................................................................................................................................................................................................
3. How can the information generated by the computerized system be depended upon as accurate?……………………………………………………………………………..……..……………………………………………………………………………………………………………………………………………………………………………………………....

4. Explain how the system has improved operations and productivity......................................
………………………………………………………………………………………………..………………………………………………………………………………………………….….

Questions to clients

This questionnaire is designed to gather information from some clients of Centenary Bank, Soroti, and the information so gathered is meant for study purposes only.

1. In which ways has computerization of the bank brought about efficiency in service delivery?.................................................................................................................................................................................................................................................................................................................................................................................................................................

2. Is the information generated from he computerized system accurate, adequate and easy to understand?

           

Yes   

           

No 

           

Not certain

3. Does the computerized system generate all your transactions with the bank accurately?

           

Yes   

           

No 

           

Not certain

APPENDIX 111

Time schedule

	15th March - 30th April 2011
	Proposal writing

	23rd March - 5th June 2011
	Preparing the Instruments

	6th June  - 6th July 2011
	Data collection

	7th-21st July 2011
	Data Analysis

	22nd July – 7th August 2011
	Report writing

	15th August 2011
	Submission of completed report.


Budget

	Item
	Quantity
	Amount-Ughs

	Printing
	3 reams
	 36,000

	Cartridge
	1
	 70,000

	Binding
	
	 50,000

	Transport
	
	220,000

	Subsistence
	
	250,000

	Total
	
	626,000
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