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[ Abstract:Today's world is one with increasing online access to services. One part of this which is growing rapidly is\
Internet Banking. There are numerous factors like competitive cost, customer service, in customers using online

banking products and services. The challenge for national banks is to make sure the savings from Internet banking
technology more than offset the costs and risks associated with conducting business in cyberspace.
The adoption of Internet banking has been increased dramatically during the last few years due to the following
reasons On-Banking is a typical service combining a communication and a distribution channel. On-line banking
applications have had a continuous evolution over the time, from their apparition in the context of innovation in the
banking sector to the relative standardization and convergence of current state. Internet service providers are
playing an increasingly important role in India's 's transition to a knowledge-based, networked economy. These
service providers are connecting Indian n businesses, consumers and citizens to the global and increasingly digital
economy and are helping to provide the means by which electronic banking can be carried out across the country
and around the world.

The term “On-line banking” has become widespread; a force that is here to stay. On-line banking and the
Internet are increasingly becoming one of the most important drivers of strategic change for business and national
governments. The new millennium has many new challenges and opportunities hidden in the unknown treasure of
time. In this situation banking and finance sector cannot keep itself away from the winds of changes. The new
technology has helped the banking to have a mix of knowledge with service and value in addition to product. It has
helped to create modern products.

The banks that are first to bring the right mix of new technology and modern services are sure to win in this
competitive world. This paper represents the current scenario of on-line banking in India, how it is up surging and
also highlights some suggestions of improving on-line banking in the two countries.

\Key words:on-line banking; internet service providers;
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INTRODUCTION:

Electronic banking (popularly known as on-line
bankingl) is an umbrella term for the process by which a
customer may perform banking transactions electronically
without visiting a brick-and-mortar institution. The
following terms all refer to one form or another of on-line
banking: personal computer (PC) banking, Internet banking,
virtual banking, online banking, home banking, remote
electronic banking, and phone banking. PC banking and
Internet or online banking is the most frequently used
designations.

The emergence and growth of on-line banking in
the last decade2 has been shaking and shaping the financial
sector worldwide. On-line banking has become increasingly
prevalent, employed by many financial institutions to reduce
costs associated with having personnel serve customers
physically, shorten processing periods, increase speed,
improve the flexibility of business transactions and provide

better services overall (Shih and Fang,2004). Also, with the
rapid growth of other types of electronic, largely internet
based services; there has been increased interest in on-line
banking services. Both the academic and popular literature
forecasted the rapid growth and significant impact of on-line
banking on all types of markets (Nielsen, 2002). Today,
financial service institutions that offer their services over the
Internet are keen to accelerate the adoption process, knowing
that the cost of delivering the service over the internet is
much less than delivering the same over the counter.

LITERATURE REVIEW

Chang (2004) found that the adoption of on-line
banking is influenced by age, gender, marital status and the
degree of exposure to on-line banking as well as
characteristics of the bank. Nyangosi et al. (2009) studied
the evolution of on-line banking in Kenya by comparing it
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with India. The overall results revealed that customers in
both countries have developed positive attitudes and they
attach much importance to the emergence of on-line banking.
Singh and Malhotra (2004) found that most banks in India
provide correspondence and balance enquiry whereas in
Oman, most of the bank customers indicated that they used
on-line banking facilities to make statement enquiries and to
make utility payments (Al Sabobagh and Molla 2004).
Rotchanakitumnuai and Speece (2003) made a qualitative
study in Thailand to look into the barriers to Internet banking
adoption. They found that the users of Internet banking have
more confidence in the reliability of the system, whereas
non-users are much more service conscious, and do not trust
financial transactions made via Internet channels. Al-Hajri
(2008) examined various factors that might act to determine
whether a given technology is likely to be adopted by the
banking industry in developing country such as Oman by
comparing it with a developed country such as Australia.

The result indicated that relative advantage,
organizational performance, Customer organizational
relationship and ease of use, can shed light on the reasons for
adoption of Internet technology. Chung et al. (2002) in a
survey on the state of internet banking in New Zealand
confirmed the fact that security and complication of internet
banking are some of the factors limiting the full acceptance
ofinternet banking.

The survey of literature reveals that many
researchers have examined factors affecting Internet banking
adoption, trends in different countries but very few are from
India . This study is sought to focus on the level of current
user's acceptance of on-line banking in India in order to fill
this empirical gap.

OBJECTIVES OFTHE STUDY

This study has the following major objectives:

To analyze the on-line banking services offered by Indian
banks

To investigate from Indian customers the different types of
on-line banking technologies adopted by their banks.

To study on-line banking usage in India

To make necessary suggestions to improve the future of on-
line banking

RESEARCHMETHODOLOGY

The present study employs primary data. A well
structured comprehensive questionnaire was used to collect
the primary data. The questionnaires were prepared in two
phases. In the first phase, unstructured in-depth interviews
were conducted to create initial questionnaires. Further,
expert opinions were collected and improvements were
made to the survey instruments. In the second phase, a pilot
survey was conducted with 20 on-line banking customers in
Aurangabad, Latur and Nanded, to evaluate the
understanding, alternative response options and determining
whether some other response should be provided.

Finally after the necessary changes the research
instrument was canvassed to the respondents in selected
cities in India who were on-line banking users and had agree
to participate in the survey. The cities selected for this study,
are representatives of the general population when
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considering the banking and personal characteristics. The
research instruments were personally distributed using drop
and pick method. E-mail attachment through internet was
used to send the questionnaires to known customers. This
step was taken mainly to avoid complains from the internet
users and also to increase number of respondents.

In the survey instruments five point Likert's scales
was used to measure the opinion of respondents from the
statements ranging from 1=Strongly Disagree/Completely
Irrelevant to 5= strongly Agree/ Completely Relevant.
Objective type of options was given to examine the type of e-
channels and services offered through on-line banking. The
survey questions consist six specific sections and each of
them contains questions to reflect different parts of the study.
The time and cost constraints and difficulty to access to the
potential respondents in both nations caused the researcher to
use the convenience sampling method. In answering the
questions, the respondents were assured about the
confidentiality of their responses that their names were not
published.

Out of the total 250 questionnaires distributed to
respondents in India and after several reminders, 225
responses were received. Each of the responses received
was screened properly for error, incomplete and/or missing
responses. After having done the appropriate screening
process, 35 returned questionnaires were considered as
unusable and the rest 290 responses were used which were
considered as complete and valid for final analysis.

This means that a response rate of 82.8% was
achieved. The analysis of primary data was carefully done
using some statistical techniques. Among others, cross-
tabulation, mean score analysis, percentages, graphs and
other appropriate tools were applied with the help of
Statistical Package for the Social Sciences (SPSS)
statistical software Version 12.0.

SURVEY AND EMPIRICALFINDINGS

Demographic data of the respondents' age, gender,
marital status, educational level and occupation, and bank
characteristics like bank type and account type was collected
through some questions of the survey.

DESCRIPTIVE STATISTICS OFTHE SAMPLE

On the basis of educational level, customers with
bachelors and masters degrees were mostly adopters of on-
line banking. The trend affected both countries. From
occupation point of view, students carried the lead in the
country of the study (with 40.0% respondents), they were
followed by service people (23.3% and 25.7% from India),
business people (20.0% from India), professionals (10.0%
and 14.3% from India) and other occupation had 6.7% from
India and 4.3% from other countries.

From the bank-type dimension, majority (58.0%)
of the respondents in India were customers of private banks,
32.7% and 9.3% belonged to public banks and MNBs
respectively. The under developing and developing countries
dimension shows that majority of the respondents (28.6%)
were customers of public sector banks, 21.4% belonged to
private banks and MNBs had only 11.4 %. From type of
account perspective, 68.0% of the Indian respondents had
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savings accounts, 19.3% had current accounts and only 12.7
% had other accounts. In other countries like, Dubai, Kenya,
63.6% of the total sample had savings accounts, 11.4% had
current account and 25.0% had other accounts.

H1: Education is not associated with on-line banking
adoption

The above hypothesis is rejected since it was
observed that majority of the respondents from both nations
who had bachelors or masters degrees were mostly adaptors
of on-line banking.

On-line banking Technologies available in Indian Banks

Respondents were asked to indicate the
technologies their banks have adopted. Seven common
technologies were selected to present the variables as shown
in Table 2. The variables are labeled and the results are
presented in Table 2 and Figure 1. Figure 1 reveals that
majority of Indian n customers (96.0% and 92.9%
respectively) are seen to favor ATM banking. This has been
followed by Internet banking (89.3%)

Distribution of On-line banking technologies available
for Customers

Variable <20yrs | 21-35 36-50 >50 yrs Total
n=26 n=91 n=27 n=6 n=150
Tele Banking 22 55 (60.4) 20 1 98
(84.6) (74.1) (16.7) (65.3)
PC Banking 5 42 9 00 56
(19.2) | (46.1) (33.3) (37.3)
Debit 7 88 19 2 116
Cards (26.9) | (96.7) (70.3) (333) (71.3)
Credit Cards 11 74 20 1 106
(42.3) | (81.3) (74.1) (16.7) (70.7)
ATM Banking 24 90 25 5 144
(92.3) |(98.9) (92.6) (83.3) (96.0)
Internet 25 89 18 2 134
Banking (96.1) | (97.8) (66.7) (33.3) (89.3)
Mobile Banking 3 77 20 2 102
(11.5) |(84.6) (74.1) (33.3) (68.0)

Note: Numbers in parentheses show percentages.

H2: Ageis associated with on-line banking adoption

The hypothesis above is accepted since it was
observed that young and middle aged customers were mostly
adaptors of on-line banking in India

Variable <20yr |21-35 | 36- | >50yr | Total
s n=91 [50 |s n=
n=26 n=2 | n=6 150
7
Strongly 21 72 3 114
Agree (79.1) | 18
(80.8) (66. | (50.0) | (76.0
7 )
Agree 3 13 2 1 19
(11.5) | (14.3) (12.7
(74 ] (16.7) |)
)
Neural 2 3 00 5
(7.7) | (3.3) |00
(3.3)
Disagree 00 2 2 9
(22) |5
(18.1(33.3) | (6.0)
5)
Strongly 00 1 00 3
disagree (1.1) |2
(2.0)
(74
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On-line banking usage in India

Respondents were asked to indicate the various on-
line banking services they have adopted. The various
services were listed as variables and the results are presented
reveals that majority (77.0%) of the Indian respondent's
favored Change PIN service. They use internet banking to
change PIN regularly for security purposes.

Perceived utility of on-line banking

On-line banking has played a vital role in the
process of transformation enabling banks to present various
products and services to customers through cheap,
convenient and easy channels. The research proposed to ask
their feeling toward the acceptance of on-line banking. The
result is presented on Table 3 on the basis of age-wise. The
strong feeling were indicated by strongly agree and the
weakest feeling was indicated by strongly disagree.

Age-wise analysis revealed that, 80.8% of the
Indian respondents and 58.3% of the other countries
respondents below 20 years of age, strongly agreed with the
fact that on-line banking is a useful technology. 79.1% of
age category two (21-35) from India, strongly agreed with
the introduction of on-line banking whereas 60.7% of the
other countries respondents in the same category strongly
agree with the same statement. Also, 66.7% of the age
category three (36-50 years) from India and 63.6% from
Kenya strongly agreed with the introduction of on-line
banking technology in their respective banks. Of the total
respondents aged 50 years and above, 50.0% of the total
sample from India indicated that they to have been using on-
line banking services 81.8%.

CONCLUSION AND SUGGESTIONS

The banking industry has been a leader in the e-
commerce world in recent years. Banks are nowadays trying
to advance their ways of providing financial services to their
customers.  On-line banking in India is still at a budding
state due constraints such as unavailability of backbone
network connecting the whole country; inadequacy of
reliable and secure information infrastructure especially
telecommunication infrastructure; sluggish ICT penetration
in banking sector; insufficient legal and regulatory support
for adopting on-line banking and so on3. The study reveals
that ATM banking and internet banking are the services
which are mostly adopted by Indian customers. The results
reveals further that majority of Indian customers, use on-line
banking technology to change PIN regularly for security
purposes while their counterparts in Kenya use this
technology to check account balance. On the other hand, a
significant number of respondents from both nations
strongly agreed with the introduction of on-line banking in
their banks. Respondents felt that banks not providing on-
line banking services would lose customers to competitors
who offer such services. Although still nascent, development
and improvements are taking place thus changing the face of
banking industries in both countries. In order to accelerate
the adoption of on-line banking in India , banks in both
countries should: Ensure they have adequate management
information in a clear and comprehensible format; Review
their business strategy and create the required space for
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adopting on-line banking; Strengthen ICT department
through providing training to IT personnel and procuring
required hardware and software; Train all staff in basic ICT
related matters in phases. Thus, providing on-line banking is
increasingly becoming a “need to have” than a “nice to have”
service.
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