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Abstract: The internet has changed the banks' competitive environment
significantly. The Indian banking index has grown at a compounded annual rate
of over 51 per cent since April 2001 as compared to a 27 per cent growth in the
market index for the same period. The aim of this study is to explore the role of
Internet banking in the banker's perspective.210 bank employees were the
respondents of this study. The findings of this study present significant progress
towards nebulous nature of internet banking and its role on the core business of
the banks. All the items have a significant relationship with the type of the bark
except for value creation and satisfaction of the respondents. The present
research differed in the following constructs when compared with the previous _
research available in the literature; measurement of financial performance of
internet banking distribution channel, stakeholder value creation and effect of
internet banking on bank branches.
Key Words: Internet Banking, Role, Banker’s perspective

l INTRODUCTION h

he Internet has changed the banks’ competitive environment significantly by presenting new

challenges and realities, such as electronic commerce, and electronic business as the focus of

competitive change. Banks have realigned their business strategies with the realities of the
Internet technology. The Internet has opencd competition that enables non-bank firms to offer financial
services that compete with banks.
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Bank branch network has been challenged by online financial services, there was evidence that bank
branch network was growing steadily during the last five years. Stakeholders have more online banking
product services and they expect better services because of this competiive enmvironment. Strategic
planning involves many steps. The process starts ofl by defining goals, the scope of the products and
services, assessing the internal resources and the external environment, analyzing the internal
arrangements, assessing competitive advantage, developing a competitive strategy, communicating the
stratcgy to stakeholders, implementing the strategy, and finally, evaluating the outcome.

437
© JM PUBLISHERS



™ INTERNATIONAL JOURNAL OF MANAGEMENT HESEARCH MAY, 2011 VOLUME:) ISSUE -V

With the emergence of the Internet, the banking rmarketplace has become mare dynamic and volatile 'The
{nternet 18 essentially affecting the competitive landscape of the banking industry in several ways, First, it
changes the industry structure and, in o dong, alters the rules of campetition. Second, il creates
comnpentive advantages for banks by giving them new ways 1o outperform their nivals. And finally, the
Internet has spawned the creation of new businesses that aze beyond the 1raditional banking domain

Indeed, the emergence of [ntemet banking has prompted many banks 1o rethink their IT strategies in arder
w0 stay competitive. Customers today are demanding much more from banking services. They want new
levels of cmrvenience and flexstality on top of powerful and eaty 10 use financial management fools and
products and services that radifional retal banking could not offer. Internet banking has allowed banks
and financial institutiems 1o provide these services by exploiting an extensive public neiwork
infrastruciuse.

The pace of development for the Indian banking indusiry has been tremendous over the past decade. As
the werrld reels from the global financial meludown, India's banking sector has been one of the very few to
actually mauntain resilience while continuing 10 provide growih opportunitics, a feal unlikely to be
matched bry other developed markets around the world. Indian banks have compared favorably on growth,
asset quality and profitabnlity wath other regional banks over the last few years. The banking index has
grerwm at & compounded annual rate of over 51 per cent since Apnil 2001 ws compared 10 a 27 per cent
groeth in the rarket index for the wame period

The last decade of the 20% century was a credible witness to the crucinl implication of technology in
businese and finance: traditional, paper-based wransactions were surrogated by elecironic network
transactions which mclude primanly Imernet-based electromic stock exchange, electironic banking (e-
banking), e-cash services and sman cards autermnated teller machines { ATM) substitute cashier 1ellers, the
Imemet surrogates mail, electromic cash and sman cards replace traditional bank operations, the bank
branch is dinplaced by call cemters, for this reason, it seems worthy o note that the inpact of information
lechnology has been significant in the banking and linancial services indusiry

It is widely agreed that mternet banking provades banks with a competitive advantage, by improving the
quality of customer services and reducing the operational costs. The acceptance of internet banking i
influenced by technodogical develapanen, as well as by the perceptions of bank custamers and bank
EsnagETE.

Internet is growang rapadly and it has laken the linancial sector by storm, Internet for banks seclir mennn
Ieternet banking. it offers banks a pew distribution channel. Many banks have provided customers with
financial services over the Internet. Al the same Lime, some banking expents have been arguing thinl bank
tranches will becone outinoded, and will be replaced by Internet banking. However, others have argued
that fem the feresceabde futiure bank branches will rermain the muin channel for the banks. 11 1s notable thn
early predictioms that [nternet banking weuld connpletely transform banking have been mawe tempered in
tecent times In fact, as Internet banking emerges, the distribution channel structure of banks has been
changed  Many banks have mate thei town distibution channel stiategies in order t keep up with
develoganent and get il of grang o of business. Moreover, s oumber of banks hive experienced o few
years of develignng Internet Banking. In this conteat, i arder to build nght sieategy for ks, we should
get the ot understanding of the role of [ntermet Banking i current bank seetr, Therefure, e ali of
this studly os b maplore the role of Internet Banking as o disteibation chaniel in present bhink sector,
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Statement of the Problem:

Hanks theive ar collagae based on their abality 1o prowde Tinancinl services that satinly stakeholder needs,
Imternet banking 15 a web-enabled technodogy, which fucilitates sceess 1o information that improves
sakeholder service, productivity, and increases s bank s camnpetitive advantage. Nevertheless, Internet
technology introduced entirely new wts of challenges that banks had 1 deal with 1o balance their buniness
portlolio. Balancing the quality of services (€%, stabality, stakeholder services on one hand, and
nccessibility, ngility, convenience, innorvation, wourty, and spmed om the other hand was astounding. The
Internct banking paradigrn encouraged bank stakeholders 1o access their financial information sl anytime
and anywhere by logging on a webmite The firsd comcern that banks faced was how lo meanure the
nebmlous niture of providing Intermnet bankang 1 stakeholders Foen thewagh, many banks have iniroduced
online financial services, there s Little infrrmation regarding cmloe seroces prolitabylity and the cost of
return on investment (RO ). The second concern wias hira (g recone ile and measure the impact of Internct
banking impact on the banks® care bunking business The two busmess nval meodels of Internet hanking
and retail banking are both competing in the same market segment Banks leveraged stakeholder valise
throwgh synergien associated with aligning financul performance, wakeholder value, intermal processes,
and intangible asscts (Kaplan & Norton, 20604

Heview of literature

Almost 3 decades ago, noted educational researcher Fred N Kerliger (197%) published his clussical texl,
he vigorously presented a more sophisticated concept shawut how research should be conducted. In his
sty he mtates that the conventional focus of research = shifting from technological developments
behuvioral considerations,

According to Heikki et al, (2002 ), the transformation from the traditsomna! hak ing towards c-banking has
been n *leap” change. Rao et al (2007) provided a theoretcal smalysis of lntermnet Banking i lndia wnd
found that as compared to banks abroad, Indian banks offerng online services sl have a long way 1o o
For online banking to reach u critical mass there has 1o be sufTicwnt aumber of wsers and (he sufficient
infrastructure,

Hanking has never been more imporant to our soceely than o 0 webey  The sdvance of  communicalion
and computer technology and the availability of the internet have made «t posaible that one can do most
hanking transactions from o remole location cven without Meppeng mto 8 physwal Dinancol strctune
Le, the emerging of e-hanking (Boyes amd Stone. 2001

Winmnalwa (2006) in his study utilized a positivist e thosdilogy o imvestigate the phenomenon of [ntermet
banking adoption and i impact on the core retail banking busiwess Internet banking strategies were
aligned with the banks’ core business based on the data from this study  The stuady Turther investipaied in
detail the perception amd extent 1o which Inicrnet bank g allecied ihe financ il performance, stakeholder
value, imernal processes, and intangible assets ol one large bank

Methodology

The aim of this sty 18 (0 analyze the e of Internet banking scconbing o bankens' perspective Data or
thin atudy was collecied ushg & questioinaiie whinh was based on the vanables used by Akkermans &
Chornchon, 2004, Kaplan & MNorton, 20040 and Vo Wamalas, 2000 Internet survey meihod was wsed 1o
collewt the datin. The Wues hioninaire waa poated i the webaile amd a seqpuinition el wan seni fo the Dank
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ployees o fill the g 224 bank employees filled the questi ire; in which only 210 was
usable, they become the respondents for the study. The data obtained from were keyed into the SPSS 15.0
program for analysis.
Need for the study

Banks like any other ions must be i of the impact of information technology
mdﬂxml:o!’lntmmmhnolmunth:bml:sngm\ucsandmlh:mmm The Intemnet has
d 1) that banks have 1o adopt to remain competitive. Banks that can

withstand the competition must become learning organizations and must align information technology
with business strategies. This study would be one of the first studies that examine the bank employees’
- perspective towards internet banking in India.

In this section, the | ge snalysis is p for the p factors,
The table | dﬂmih:i the personal profile of the respondents selected for the study.
‘Table - 1 Personal Profile of the Respondents

[ Pervanal Profile [ Number of bankers (210} | Percentage (%)
[ Gender Mae 136 CE
‘ Female | 74 | 382
Age in yeary below 30 I 5 34
3140 3 - =
4150 3 B EHE]
51 and above 6 76
Type of the bank. Nationalizod bank 9 il
Private Bask B 429
Foreign fank 100
Exccutive N 1 1
Deignation [ 51
Work Eaperience
Qualification
I —— S

It is infarred from the above table that cut of 210 respondents in the study majority (64.8%) of the
respondents are male, (39%) of the respondents belong to the age group of 31-40 years, (47.1%) of the

d work in ionalized banks, (45.2%) of the respondents are in the position of officers,
(33.8%) of the respondents bave work experience of 1-5 years in banks and (52.4%) of the respondents

posses post-graduate qualification.

440
© JM PUBLISHERS

JM INTERNATIONAL JOURNAL OF MANAGEMENT RESEARCH MAY, 2011 VOLUME-i SsUg -

Chi-square Analysis:

In this section the chi-square analysis is employed to test whether there is signil mf
the bank of the respondents over the vanous jtems relating to the role of Intermet banking ar

5%level of significance.

To find whether the opinien on the role of Internet Banking items have significant relationship
type of the bank the following Hypotheses™ was framed and tested.

H,: There is a significant relationship between type of the bank and value creation and satisfaction
Internet banking.
Hy There is a significant relationship between fypc of the bank and IB model, strateg:
H;: There is a significant relationship between of i

pradicdol; P type the bank and financial performance

:.:Th:relsa ) lationship b type of the bank and internal process and cust
& Thercisa s:gmficul rewlmsh;p between type of the bank and 2cquiring and retaning customers.
knnwmlodyw a p type of the bank and customer growth and new learn

H,:‘Hzmisusipﬁﬁun:mlamush;pbcmmrypcnrmbwm model bank branc]
A nd [B
The following tables present the Chi-square analysis of various l.:!.enm Etmkz.ng.?:ms e

Table - 2 Value creation and satisfaction due to interner banking
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The ahove table shows the results of chi syuare analysis which was applicd to find whether the type of the
bank is sigmficantly related o the tems of wnpact of Intcmet Banking The results are as follews; the
caleulated values of chy sgquare for the tems relating o 1B provides value W customers 15 1528 which is

Tess than the table value of YARR, 1B provides value 1o cmployees 15 5079 which is bess than the table
walue of 9 AkE, 118 provides value i sharcholders is 5.80% which is less than the table value @ARE, (1
prosvides walue b docal comemunity 15 3314 which s Jess than the table value YARR, customers arc
watinfied with gour 18 0s 5977 which 1s less thon the table value FARR, co minployees are satisfied with
et 1H 15 5 244 which 15 less than the table e P ARE wt

% bevel of significance Since the caloulated
walue 15 bess than the table walue it s inferred that there is o significant relathumship between the type of
The bk wned the rers telating b value creation and satisfaction e 1o Intarne Banking

Tatle- 3 18 Maodel, firategy snd Competlliveness
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Table- 4 Vinancial Performance snd Sakehislder valne
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Table- S Internal processes and customer selection

B " ._._.1-. &E B TOTAL
. Nationalired o | - . [Table
Impact ltems: bank [Private Bank Forcign Boak | L. Kquare o
M= No, ll Mo, [
458 ¥ 1322 4 19.0 | 7% |37
263 i 42 8 238 | 69| 129
Ipcration of [B idata collechion | | ) ]
| 5,
“.__,.,_Hﬁ.ani_ | pnemealitaak g2 [ axn | as [200] 9 [ axe |10 |ime| 24408 |8 2009
= i —— - g ———f
Provide mstant _
KO AT o 8 1o 1ol 3 i3 3 43 | s | 76
prakeholdens B I R !
[Momstor customer e . ) 18
problem resolutions | o &l 2 - - |n = N
B lUndenzand customer
gmicnts and 7 ! 123 | 96 487
contribution by cach 3 526 | 3 |02 3
kusiom i “ B
Fbare cushimes |
feedback with all I5 152 | 21 [ 233 1 48 (37 |17e
i-...udw Ak
e [ 1 | o arg | 3864 [ 8 [*| 2009
custormers | M-60 ape 18 182 18 200 12 5701 | 4R | 229
pelection through heroaps) B | | | |
armparson of | ” | | |
fustorer performance | 4 40 4 44| 4 | 190 12|37
poores by department { |- : S
Kiuests o the bank's _ |
Paebine should find all 5 50 00N 7_mu 1 — 4K 17| 81 —
khe mk 1 ] I

The above table shows the results of chi square analysis which was applied to find whether the type of the
bank is significantly related to the ttems of impact of Internet Banking. The results are as follows;
operation of IB affects internal process 15 24 408 which is more than the table value of u_a.oa.. :.w affects
customer sclection is 34864 which is more than the table value of 20,09 a1 1% level of significance.
Since the calculated value is more than the wble value it is inferred that there is a significant relationship
between the type of the bank and the items operation of 1B affects internal process, [B afTects customer
sclection

d444
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Table-6  Acquiring and Retaining Customers

| Type of bank frorar |
Impact Hems: .!:!.::.:i Bank Private BankFareign Baak | Chi- ,_‘.En

i
Ia _-o .ra .lc ‘.J . - )).!-J. __.a.\ _I-I1

ommunicale vale | |
roposiion through 3% 356 | 42 (487 41 | 522 [i08/51

ires CHlbre fhew

cuslomers astomers through | : i T80 [af = {42 mau\
4 | &l

—_— e

onustently solve

fiscovered cuntomer _ > 1 o | 30 ] 41 s Ma |
Programs used fpr [
o retmn 1H
ustumers quality of service | [ N - - . |
Mhrough the bank's 16 o A Ko ) M= |
_
Invilve Custoifiers o

Jevekspeng virtual T | L] o
inline cormmmani iy L ._

The above table shows the results of ¢hy squane analysis which was applied w find whether the type of the
bank is significantly related to the ems of impact of Intemet Bankmg The resals are a5 follows: the
caleulated values of chi square for the items channels used by 1B o scguire customers 1512 599 which is
more than the table value of 12,592 and the programs wsed 1o retaun [B customers = 14 864 which is more
than the table value of 12592 at S%level of sigmificance for the tems. Since e calculated values are
more than the table value it s inferred that there is & sigmifivant relatoaship between the tvpe of the bank
and the items channels used by TH (0 acquire customsers and the proarams used to retun [B customers
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Table- 7 Customer Growth and New Learning Knowledge

== Type of bank

Table

|Nattonalired bank [Private Bank |Forcign Bank |, |, ]‘ eare M IR e

== T JCustomer education
i termm of the

|49 498
| furmber of hours
hvith customers | R S ]
Serace documents
|&mlm'3 st 18 available » | 1300|333 4| 190 |6l Py g

custornt BOWTH | e ol the time | | ) 1 1
ervice | |
e asuremeent

hrough the numbser
of automazed onlne

S pell service 1 - S —
" “reatc customer- | |

focusod e ‘ s oms s | 100 |20y
hrowugh customes

fsatisfaction
Hudget allocation
18 adoptian on new Supposting
hearning knowledge jemployee growth
[ jgoals aligned
Irganisational
flcarning through

nnovation aad

n | m2 23 256 | & | 381 | 54287

1% | 182 31 | M4 6 286 | 55 262 15.002 |4 || 13277

b2 273 s (278 ) N 524 | 63 00
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Table-8 1B Model and Bank Branches

o raming 1 N |
The above table shows the results of chi square analysis which was applied to find whether the type of the
bank is significantly related to the items of impact of Internet Banking. The results arc as follows; the
caleulated values of chi équare for the items bank measurcs 1B customer growth through is 3.651 which is
less than the table value of 9.488 which shows there is no significant relationship between the type of the
bank and how the bank measures IB growth, IB adoption on learning knowledge is 15.002 which is more
than the table value of 13.277 at 1% level of significance. Since the calculated value is more than the
table value it is inferred that there is a significant relutionship between the type of the bank and the 1B
adoption on leaming knowledge,
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ervices S S A
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i | L S L L Ll
I Bt on bank branches Creates new | | 182 = 23209
lopportunities far 14| 140 26 | 289 | 190/
[EUMOMET SETVICE | —1 — 4 S
[Creates synergy for -
pdditional services } 0 " °
Provides self-service
fonline financial 2 | A = 23 | 1 e
bervices o local S e |
1 l —
Bundled service 36 a4 | M | ws |16 | w2 s b
1B model been - S o T T —— “‘
fubopied at your [Unburdled Service ] | 02 | 4| 18T i 143 | 47 (77714148 4| " 13277
Pank - _— —_ - o
do not Know 43 434 | e 2 LE 7 . |

The calculated values of chi square for the items impact of [B on bank branches is 34,182 which is more
than the table value of 23.209 and IB model adopted is 14.148 which 15 more than the table value of
13.277 at 1% level ufﬂgmfc.uce Since the calculated value is more than the mble value it is inferred
that there is a signifi el hip b the type of the bank and the items 1mpact of 1B on bank
branches and [B model adopted at the bank.

Findings:

The overall chi-square test results for the items shows that there s a sigmificant relationship between the
types of the bank and all the items except value creation, satisfaction, measurement of internet banking
growth, reasons for the growth internet banking and the factors influencing internet banking. Internet
banking provides value 1o all including customers, emplovees and stakeholders, which leads 0
satisfuction, growth and factors influencing internet banking irrespective of the type of the bank as it is
implicd from the growth of intermet banking in all type of banks in India, measurement of the growth of
the internet banking customers doesn't vary with the type of the bank as it's a common procedure in all
banks. All other items vary significantly with type of the banks as the service offered depends upon the
lype of the bank. Internet banking model, strategy, competitiveness, stakeholder value, intenal process,

et selection, sequisition of ¢l impact on core departments of the bank and internet banking
model varies according to the type of the banks
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Discussion of research hypothesis:

H,: There is significant relationship between type of the bank and value creation and  satisfaction due to
Internet banking.

& The result of the study docs not suppon the hypothesis. The findings reveal that there 1s no
significant relatonship between the type of the bank of the respondent and value creation
and satisfaction due to Internet banking.

Hy: There is a significant relationship between type of the bank and 18 strategy and competitiveness.

®=  The results of the study support H; that the type of the bank has a significant effect on the

ierms cumrent Internet Banking strategy and competitiveness,
Hy: There is 2 sigmficant relotionship between type of the bank and financial performance and
stakeholder value.
*  The results of study support H; that the type of the bank has a significant effect on the
measurement of (nancial performance and stakeholder value.
Hy There 1s a sigmificant relationship between tvpe of the bank and imemal process and customer
welection.
*  The results of study support Ha that the type of the bank has a significant relationship with
the internal process and customer selection in Internet banking.

Hy: There is a significant relationship between type of the bank and acquining and retaining customers.
*  The results of study support H, that the type of the bank has a significant effect on acquinng
and retaining customers in Intemect banking

H,: There is a significant relationship between type of the bank and customer growth and new leaming
knowledge.
e The results of study support H, thai the type of the bank has a significant relationship with
the customer growth and new learming knowledge.

H;: There is a significant relationship between type of the bank and 1B model and bank branches.
*  The results of study support Hs that the type of the bank has a significant relationship with
the Internet banking model and bank branches.

Conclusion

Web based banking service or Internet Banking, the latest generation of electronic banking transactions,
has opened up new window of opportunity to the existing banks and financial institutions, It permits
business process re-engineering, serving borderiess market, 10 achieve zero latency leading fo
improvements m customer service levels and better risk management because of real-time settlement,
Sinee its evolution in 90" decade, it s having unprecedented growth. Intemet banking has changed the
way banks do business not in a revolutionary manner but in an increment manner. The data from the
study attempied to answer the role of Intemet banking in the banking environment. The impact of Intemet
hanking on bank branches was that of 8 symbiotic relation rathcr destructive relation.

The findings of this study present significant progress owards nebulows nature of Internet banking and
its role on the core business of the banks. All the tems have a significant relationship with the type of the
bank except for value creation snd satisfaction of the respondents. Also the results with regand to Internel
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banking madel followed at the bank shows that the bankers itself are not very much sure about their banks
website model, which necessitates adequate training to the bankers with regand to innovative services
available in their banks. Governmen! requires management of banking inslitutions to give greater
attention 10 the development of information, communication and technology as well as to improve
awareness in Internet banking to further improve the present statistics.

The present rescarch differed in the following constructs when compared with the previous research
available in the literature; measurement of financial performance of Internet banking distribution channel,
stakeholder value creation and effect of Internet benking on bank kranches

This study has laid a foundation to enable futurs researchers 1o undertake in depth studies 1o understand
the role of Internct banking on retail banking. The study focused on the role of Internet banking in the
bankers® perspective rather than on customers. To verify the findings in this study, it would be approprinte
to undertake another study that will focus on the intemet banking customess as well. The questionnaire
could be modified to focus on the customers rather on the banks
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