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Abstract: The advent of internet has great impact on the electronic banking. By using internet, banking is no
time limit and geographic. Customers worldwide can within 24 days of the week and all have access to their
accounts. Internet banking by using internet and web technologies enable customers to finance their activities in
a virtual environment to do this is the difference between internet banking and home banking that for achieving
banking services via the internet, there is no need to install proprietary software rather banking services but
also can be accessed via a internet public network and the customer is linked to your bank account via the
internet. This type of banking is partially web-based banking subsidiary with the difference is that web banking
services bank was considered first introduced bank and service. Internet banking also expanded with the
development of web applications. With increasing internet access to people who provide these services to be
developed and banks that are unresponsive to this issue will disappear from the market.
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I Introduction

Together with the increasing rate of Internet and mobile services penetration, we are witnessing significant
changes regarding the conduct of economic transactions. Simultaneously, bank service providers have been
constantly adapting to these changes and at the same time they have met consumers’ requirements with new
services. The core of banks new strategic orientation currently consists of developing new alternative
distribution channels.InOlteanu’s opinion the mobile phone, PC and the Internet are regarded as an option that
was taken into consideration (Olteanu,2000).Thus, since their emergence services like Internet Banking, Home
Banking and Mobile Banking were launched on the market very rapidly. It is worth mentioning that these
services have gained popularity among users in a relatively small period of time. The premise of this kind of
transaction emergence is the computerization of banking operations, the irreversible characteristic of the bank
management. Electronic banking services included under the umbrella term of ebanking are divided into three
categories: Internet Banking, Home Banking and Mobile Banking. According to thedefinition provided by the
current Romanian legislation, e-banking refers to a system that allows bank customers to perform banking
activities without going to the banking institution and includes three categories mentioned above.
Virtual banks can be established in several ways. For example, new investorsin the banking industry obtain
charters from state or federal supervisory authorities to establish new, independent virtual banks (Furst et al.,
2000). Alternatively, existing banking companies create virtual banks as separately capitalized subsidiary banks
of a bank holding company (Furst et al., 2000). A third route is investors purchase the existing charter of a
traditional bank, and then to recast the bank as a virtual bank under the existing charter (Furst et al., 2000).
Hong Kong was the first Asian country to provide electronic banking services via the Internet in 1990
(Ongkasuwan and Tantichattanon, 2002). In 2000, the Hongkong Shanghai bank corporation (HSBA) bank in
Hong Kong provided the first Internet based retail banking services to the public (Ongkasuwan and
Tantichattanon, 2002). The bank provided Internet based deposits, stock trading, bill payment, and foreign
exchange services for qualified customers at discounted transaction fees (Ongkasuwan and Tantichattanon,
2002). The bank also reduced the online stock trading commission from RMBO0.5 to RMBO0.25 for the Internet-
based service in order to increase visiting rates and profits (Ongkasuwan and Tantichattanon, 2002).In Thailand,
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due to the economic crisis and Non Performing Loan (NPL) in 1997, many banks were forced to reduce costs
via a reduction in human resources (Ongkasuwan and Tantichattanon, 2002). Many experienced bank
employees were offered early retirement and the remaining employees faced increased workloads with shorter
service hours (Ongkasuwan and Tantichattanon, 2002). This change caused the majority of the Thai banks to
use Internet banking to reduce waiting time, errors and costs, and ultimately improve customers satisfaction.
This allowed customers to access and inquires about their accounts and performs simple transactions via the
Internet from their computer at home or work at their convenience (Ongkasuwan and Tantichattanon, 2002).
The private customers banking portal of Hansabank has more than 397,000 registered users (Kerem, 2003). In
Estonia, Internet banking possibilities are provided by all major banks. Out of the 233,700 people used Internet
banking, many customers have used the services of more than one bank (Kerem, 2003). Estonia in general, is
very suitable for Internet banking applications due to the relatively high penetration of personal computers and
Internet access. The heavy user demographic group of Internet banking is between 35-49 years. The lowest
usage rates are among 15-24 year olds since many of these younger people might not need a banking service
(Kerem, 2003). In addition, single (not married) customer seem to be the dominate users of Internet banking
(Kerem, 2003).In Australia, Internet banking growth has continued despite initial consumer security fears. In
2005, there were approximately 5.5 million Internet banking users (approximately 34 per cent of the adult
population) (AC Nielsen, 2005). By offering Internet banking, the traditional financial institutions wanted lower
operational costs,improve consumer banking services, retain customers, and expand their market share
(Lichtenstein and Williamson, 2006). In New Zealand, customers have been accustomed to safe and secure
,electronic information and money transfer systems“ (Boer, Evans and Howell, 2000). Increasing numbers of
institutions have been introducing and expanding their Internet banking products into the New Zealand market,
such as Australia and New Zealand (ANZ) Bank, Bank of New Zealand (BNZ), Auckland Savings Bank (ASB)
Bank, National Bank of New Zealand, Westpac Trust Bank, and Taranaki Savings Bank (TSB) bank (Shergill
and Bing, 2005). These banks offer a full range of Internet banking services and approximately 56% of the
population users Internet banking. In China, the electronic-based Internet banking is a relatively new banking
methodand provides financial transaction services to customers. The service includes 24 hour access to customer
bank accounts, transfer transaction between accounts, personal financial consulting, online stock trading,
shopping, and utilities fee payments (Ongkasuwan and Tantichattanon, 2002).

I1. The Internet Banking Environment

The internet distribution channel can add value to banking franchises in a number of ways, depending on
whether it is used to augment physical branches (click-and-mortar banks) or in place of physical branches
(internet-only banks). The strategic core of the click-and-mortar banking model is to route standardized, low-
value-added transactions (e.g., bill payment, balance inquiries, account transfers, credit card lending) through
the inexpensive internet channel, while routing specialized, high-value-added transactions (e.g., small business
lending, personal trust services, investment banking) through the more expensive branch channel. By providing
an option for customers who want to do some, but not all, of their banking over the internet, a click-and-mortar
bank may be better able to retain its most-profitable customers. In contrast, the strategic core of the internet-only
business model is to reduce overhead expenses by completely eliminating the physical branch channel. Most
internet-only banking franchises in the United States have struggled for profitability. Some have exited the
market via acquisition, voluntary liquidation, or regulatory closure. Others have remained in the market, but
changed strategies, augmenting their transactional websites with physical branches. Similarly, a number of the
large banking companies that launched "trade name" internet-only ventures, such as Washington-Mutual, have
integrated these business units back into the main bank. However, a small number of internet-only banking
franchises have achieved some measure of profitability and remain committed to this business model in the
long run.
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III.  Factors Influencing The Acceptance Of Internet Banking

Many factors are seen to be influencing the acceptance of Internet banking and it is important to take these
factors into account when studying customer attitudes towards Internet banking.Awareness of Service and its
benefitsPikkarainen (2004), has reported that the amount of information a customer has about Internet banking
and its benefit may has a critical impact on the adoption of Internet banking. Moreover, Sathye (1999) note that
low awareness of Internet banking is a critical factor in causing customers not to adopt internet banking. In
addition Howcroft et al. (2002) find that lack of awareness of Internet banking services and its benefits are
found to be reasons for consumers’ reluctance to use Internet banking services. Security and reliability of
transactions over the internet is a burning issue and it is an important factor that customers consider before
adopting Internet banking. Some customers avoid electronic banking as they perceive it as being easily
susceptible to fraud. This perception can damage consumers’ confidence of the online system as a whole.
According to a study conducted by Sathye (1999), 73% avoided the adoption online, banking because they are
concerned about safety and security of transactions over the internet.Moreover, Sathye (1999) found that
consumers will not be ready to change from present familiar ways of banking to Internet banking unless their
specific need is satisfied.

Iv. Quality Of The Internet Connection
Quality of the Internet connection is seen to be an essential component for any Internet-based
application. Sathye (1999) used Internet access as one of the factors affecting the adoption of Internet banking.
Without a proper Internet connection the use of Internet banking is not possible. Pikkarainenet. al. (2004)
identifies the importance of a decent Internet connection and its quality in adopting Internet banking and he
conclude that without a proper Internet connection, the use of Internet banking is not possible.

V. Demographic Characteristics

Demographic factors are frequently used as a basis for understanding consumer characteristics. The
popularity of using demographic factors is attributable to the observed relationship between the consumption of
certain products and certain demographic factors. The demographic characteristics include age, sex, income,
occupation, education.In Murillo and Roisman“s (2004) report, the authors indicate that a bank™s decision
toprovide Internet banking depends on the characteristic of the market the bank serves, such as the demographic
characteristics of potential customers, as well as whether thebank is located in a metropolitan area. Demographic
characteristics also play a vital role in understanding the buying behavior of consumers in different segments,
and when the characteristics are identified, they enable companies to develop products and services according to
customers® specific requirements, tastes, and preferences (Sakkthivel, 2006). In addition, for Internet banking
service adoption, banks must consider a user*s demographic characteristics to offer the correct range of service
products. Several studies have been conducted to profile the Internet consumer*s demographic characteristics
and the results of these studies suggest that innovators who belong to the high income category are normally
initial users of the Internet (Gan, Clemes, Limsombunchai, and Weng, 2006). Further, Sakkthivel (2006) reveal
that the profile of an Internet user tends to be young, male, well educated, and earning an above-average
income. According to Polatoglu and Ekin (2001) and Howcroft, Hamilton, and Hewer (2002), demographic
characteristics that describe typical electronic banking customers include young, affluent, and highly educated.
A Finnish study (Mattila, 2003) reveals Internet banking users are relative wealthy, highly educated, and are in
higher professions. Awamleh and Fernandes (2006) also find that in United Arab Emirates, young affluent and
highly educated groups generally accept technological changes more readily.

VI Impact Of Internet Banking On Customers
Customers are expected to enjoy several benefits as a result of the implementation of Internet banking.
Chan (2001) stated convenience as one of them. Johnson et al (1995) agrees that convenience is an important
factor to customers. Devlin (1995) found that customers are now demanding greater conveniences and
accessibility. This is reflected in longer branch banking hours and an increase in the choice of delivery
mechanisms. Baldock (1997) found that the implementation of Internet banking would remove the constraints of
time, place and form. The reason is that transactions can be conducted from anywhere and anytime as long as
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they have access to a computer and connection to the Internet as banks would be “open” 24 hours a day and 7
days in a week (Chan, 2001; Johnson et al., 1995; Jeon and Rice, 1997; Baldock, 1997).Birch and Young,
(1997) asserted that consumers would also enjoy the privilege of access to far more providers offinancial
services. As a result of a wider choice of Internet bank service providers, the costs searching, negotiating and
concluding deals will be lower as the comparison of products and services would be made easier over the
Internet (Peters, 1998). Information on pricing and returns is also far easier to gather (Birch and Young, 1997).
Chan (2001) also quoted that customers will be able to save of traveling to the branch and other intangible
factors like avoiding the aggravation of traffic jams and long queues as the advantages of Internet banking. He
also stated that with certain browsers, the “autofill” feature will help save time because frequently visited
website addresses, login names and passwords need not be typed over and over again. Indeed Birch and Young
(1997) highlighted, customers will beable to conduct their banking transactions at ease, because they would not
be subjected to high-pressure sales tactics.

VI Awareness
Adoption can be defined as the acceptance and continued use of a product, service or and idea. According to
Rogers and Shoemaker (2001), consumers go through “a series of process in knowledge, conviction, decision
and confirmation” before they are ready to adopt a new product or service. The adoption or rejection of an
innovation begins when “the consumer becomes aware of the innovation” (Rogers and Shoemaker, 2001).
Howard and Moore (2002) emphasized that adoption “consumers must become aware of new brand.” Lack of
awareness is the most important factor thatnegatively affect Internet banking adoption (Sathye, 1999). In this
same context we are able to argue that if the average consumers not adopting Internet banking services due to
they unawareness of the availability of such a service and / or benefits it offers.Ease of UseCooper (1997)
identifies “ease of use” as on of the three important characteristics from customer’s perspective for adoption of
innovative service.
VIIL Cost

Price/costs is one of the single most important factor that influences the consumer adoption of
innovation. Suganthy et al (2001) found that cost as a characteristics of Internet banking.Two types of costs are
involved in the Internet banking, i.e. normal costs associated with Internet activities and second is the bank
charge and cost (Sathye, 1999). If consumers are to use new technologies, the technologies must be reasonably
priced relative to alternatives (Willis Report, 1997). Otherwise, the acceptance of the new technology may not
be viable from the standpoint of the consumer. Virtual Society Project researcher (Buzz, 2000), point out that
millions of users are now turning their backs on the Internet due to its limitations and high access charges.

IX. Reluctance To Change
Quinn and Mueller (2002) found that human beings try to resist change, especially towards
technological innovations. According to Daniel (1999) also stated that there is a high level of customer inertia in
changing their establishedbanking arrangements. Sathye (1999) emphasized that customers, particularly the
senior citizens, prefer personal interaction and that they have technology phobia.

X. Accessibility
Finally, availability of access to computers/Internet is a prerequisite for adoption of Internet banking
(Sathye, 1999). The more widespread the access to computer/Internet the greater the possibility of use of
Internet banking adoption. O, Connell (1996) study found that lack of access to computers as one of the reason
for slow adoption of Internet banking. Daniel (1999) study in UK reveals that lack of customer access to suitable
PCs as the main reason for low usage of electronic banking. In the same view Ramsay and Smith (1999) found
that accessibility as on of the main reasons for non-adoption of Internet banking.

XI. Conclusion
The objective of this study is to analyze the factors affecting bank customers“decisions to adopt
Internet banking. Identified that the characteristics of earlier adopters of innovation as having higher levels of
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education, social status, self esteem and higher incomes. Therefore, bank manager should have different
strategies in targeting different group of customers in terms of gender, age and education in order to promote
and encourage Internet bankingadoption.Internet Experience is identified as the most important factor
influencing consumersto adopt Internet banking. Therefore, the government and banks have to develop methods
that can increase bank customers®™ knowledge and skills about computers andInternet banking. Banks who try to
attract new customers will also benefit from an understanding of why customers do not adopt Internet banking.
Bank managers can make use of such information to develop appropriate strategies to attract new customers to
use Internetbanking services. In general, if the bank management has greater knowledge about the factors
affectingtheir customers™ adoption of Internet banking, then they have greater ability todevelop appropriate
strategies and hence increase the Internet banking adoption rate.
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