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ABSTRACT
Internet banking (IB) is a distinctive banking improvement with the
intention of potentially can convert the monetary services scenery in
budding nations such as Bangladesh. Nevertheless, due to the connected
near to the ground acceptance rate, its full potential in deepening and
extending banking services is yet to be realised, as a decisive group of
customers is yet to be accessed. As a result, a improved thoughtful of why
some banking customers agree to IB and others do not, along side a
recognition of the factors influencing this choice is expected to be of
significant realistic as well as intellectual value. For this ground, the
rationale of this learning was to explore the factors influencing the
approval and practice patterns of IB among Bangladeshi customers. Using
Rogers‟ IDT structure, data was composed by means of a self-completion
questionnaire, in which some 249 banking clients participated. Findings
propose perceptions of risk, lack of adequate support and training from
banking institutions are some of the causes of non-usage. The implications
of these conclusions are that banks possibly will centre extra concentration
on cross-selling IB mutually with other financial commodities, as IB is
hardly ever used in remoteness. Installing individual computers
surrounded by branches in combination with campaigns and
demonstrations might also get better rates of approval.
Keywords: Internet banking, isolated banking, retail economic services,
Bangladesh

INTRODUCTION
The successful introduction of new electronic banking (eBanking) products such as
automated teller machines (ATMs), cell phone banking (CB), and Internet banking (IB)
into the marketplace significantly improves a financial institution‟s competitive position in
a number of ways (Maenpaa, 2006). Firstly, the literature consistently illustrates that by
successfully migrating their customers to eBanking channels, banking institutions will
reduce expenses, and increase profitability (Berger, 2009; Berndt, Saunders and Petzer,
2010). Secondly, with banking innovations, financial institutions potentially can enhance
the quality of service and banking experience in that their customers are liberated from
banking within specific business hours at physical branches. In other words, customers
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can remotely access their accounts easily and conveniently from literally anywhere and
anytime (Jayamaha, 2008). Thirdly, the banks‟ potential to reach a much wider pool of
customers, over and above those accessible to the branch, including those in remote areas
would be greatly improved; and thereby contributing significantly to the socio-economic
development especially in developing countries such as Bangladesh. For these reasons,
research into the acceptance and usage patterns of banking innovations has, over the
years, proved to be not only an interesting subject but also an essential element in
formulating financial institutions‟ marketing strategy.
However, as many bank marketing specialists including Black et al. (2001) have noted, the
vast majority of products and (including banking) services which are launched annually
fail at considerable cost to „innovating‟ businesses. Particularly in the banking sector, the
failure rate and low adoption rates of many innovations negatively impact on many
financial services providers. Of note, IB is a typical innovation that potentially can
transform the banking landscape in developing nations such as Bangladesh, but due to the
associated low adoption rate, its full potential in deepening and extending banking
services is yet to be realised. Although the popularity of the Internet, among Asian
continues to grow, uptake of IB, on the other hand, still remains comparatively low
(Berndt et al., 2010; Shambare, 2011). Thus, a better understanding of why some customers
adopt IB and others do not, alongside an identification of the factors that may influence
this decision is likely to be of considerable practical as well as academic value. It is for this
reason that the purpose of this study is specifically to investigate the factors influencing
the adoption and usage patterns of Internet banking. The rest of the paper is structured as
follows: the following section discusses IB in Bangladesh. Next, the IB banking adoption
framework is presented. The methodology and findings sections are presented followed
by the discussion of results and concluding remarks.

RESEARCH QUESTION
Although the advantages of IB are well-documented in the literature – convenience,
anytime-anywhere banking, privacy, and saving time (Brown, Cajee, Davies and Stroebel,
2003). In reality though these advantages for both consumers and service providers can
only be realised when consumers adopt and use the service (Agarwal and Prasad, 1998),
which at this point in time appears to be low. Consequently, the research questions for the
study are formulated as follows:
RQ: What are most important factors affecting Internet banking adoption?

LITERATURE REVIEW
Bangladesh Bank is still reluctant to use full internet base banking activities. Compared to
private and foreign banks, nationalized commercial banks are far behind implementing
internet banking system in banking transactions. Nationalized commercial banks provide
ATM services with very few branches and also the computerized branches are very small
except the foreign commercial banking (Alam 2007). Internet Banking is growing popular
day by day in Bangladesh. A number of private as well as local banks are going online
now considering the demand and necessity of fast banking. People throughout the world
are now getting engaged with more activity and business and hence need the fast and
anytime access to his/her bank account. Internet banking also facilitates buying and
selling various products which varies country to country. In Bangladesh many banks have
launched Internet Banking. Amongst those HSBC, DBBL, City Bank, BRAC Bank, Bank
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Asia, Jamuna Bank, Janata Bank, Southeast Bank, AB Bank, First Security Bank, Mercantile
Bank, Premier Bank etc are in action already. Some are known as online banking, some are
Internet Banking, providing various facilities (BankInfo 2011).
Internet banking refers to a banking channel in which customers use the Internet to access
their bank accounts and perform various functions including inter-account transfer, thirdparty payment, and checking balances. Customers use personal computers (or sometimes
mobile devices - iPads or Smart phones) to connect to the Internet. For added security, IB
websites are password protected – requiring intricate combinations of passwords and
personal identification (PIN) codes. So, customers key-in their personal passwords in
order to be allowed access to their accounts.
In Bangladesh, most of the Private commercial banks offer Internet banking services. Also,
as expected in a maturing market, Bangladeshi banks offer similar IB services including
online access to the account and checking balances. Only few banks offer inter-account
transfers, purchases, bill payment, third-party payments and international online
purchase. Because of the lack of scientific research in the area, the accuracy of these
statistics is rather difficult to ascertain. Also as a result of the paucity of research, there is
no clear sense of the state of IB in Bangladesh. Thus, bank marketers seem to grapple with
formulating effective marketing strategies since all that is known about IB adoption is
learnt from the West. For that reason, this study attempts to fill the gap in the literature by
studying factors influencing the adoption of IB in Bangladesh.

CONCEPTUAL DIMENSIONS OF IB
The literature identifies numerous conceptual frames modelling consumer adoption of
new technologies including Internet banking. The most cited ones are the Technology
Acceptance Model (TAM) (Davis, 1989), the Innovation Diffusion Theory (IDT) (Rogers,
1995), the Theory of Reasoned Action (TRA) (Taylor and Todd, 1995), and the Theory of
Planned Behaviour (TPB) (Ajzen, 1991). Of these, past studies have consistently
demonstrated that consumer perceptions, in particular, Rogers‟ (1995) IDT was the most
reliable predictor of adoption of new innovations. This model has been tested and widely
applied in numerous settings including education, psychology, and marketing (Agarwal
and Prasad, 1998; Meuter, Bitner, A.L and Brown, 2005; Robertson, 1967; Rogers, 1983;
Shivers-Blackwell and Charles, 2006; Taylor and Todd, 1995). The IDT model presupposes
that adoption of new innovations is influenced by potential adopters‟ perceptions towards
the characteristics of the innovation. In total, five characteristics associated with new
innovations are identified. These are relative advantage, compatibility, and complexity,
observability, and trialability, which are identified as “the most important characteristics
of innovations in explaining the rate of adoption” (Rogers, 1995:16). Thus, innovations that
are perceived by individuals as having greater relative advantage, compatibility,
trialability, and less complexity will be adopted more rapidly than other innovations. The
innovation characteristics are defined next.

RELATIVE ADVANTAGE
Is the additional benefit that an innovation has relative to another method is positively
related to its rate of adoption. It is therefore possible to suggest that the advantages that
Internet banking offers over other banking methods would affect its rate of adoption.
Among these advantages are anytime and anywhere banking that is convenient, since
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banking customers can access their accounts using their cell phones. The following
hypothesis was, as a result, formulated:
H1: the greater the perceived relative advantage of using IB, the more likely that it will be adopted.
Perceived compatibility: - refers to how well a technology fits with an individual‟s work,
lifestyle, values, and needs (Rogers, 1995). In the context of IB, compatibility is the extent
to which the product is in line with how the customers live their lives. For example,
customers who use the Internet more frequently and for numerous functions in their work
and lives, they have a higher degree of compatibility with the Internet. Likewise, they are
likely to have a greater chance of adopting Internet banking.
H2: the greater the perceived compatibility of using IB, the more likely that it will be adopted.
Perceived complexity: - or the level of difficulty of using an innovation is inversely related to
its adoption (Meuter et al., 2005; Taylor and Todd, 1995). This means that the greater the
perceived complexity of conducting banking via the Internet, the less likely its adoption
will be, and accordingly:
H3: the greater the perceived complexity of using IB, the less likely that it will be adopted.
Trialability: - Potential adopters who are allowed to try out and experiment with an
innovation prior to purchase are likely to get a first-hand feel of the product. Also, they
have a greater chance of feeling comfortable with the technology, and thus are more likely
to adopt it (Agarwal and Prasad, 1998). Thus, the adoption of Internet banking is more
likely if the technology together with its benefit is demonstrated to users.
H4: the greater the trialability of using IB, the more likely that it will be adopted.
Perceived risk: One of the major influencing factors around the establishment and use of
new technologies for financial transactions is that of security and trust (Ho and Ng, 1994).
The need for security of personal details and financial information is therefore critical to
the success of IB. Some of the risks associated with IB and banking, in general, are the
possibility of losing money to fraud or loss of privacy. As a result, the lower the perception
of risk involved in using cell phone banking, the more likely that it will be adopted.
H5: the greater the perceived risk of using IB, the less likely that it will be adopted.
Self-efficacy: refers to the confidence potential adopters have in their ability to use a specific
technology (Bandura, 1982). Thus, it is reasonable to expect that the higher the Internet
experience and skill possessed by individuals, the more likely they will be adopt IB.
H6: the greater the self-efficacy of using IB, the more that it will be adopted.
Facilitating conditions (technology support): This construct may be interpreted to include
support from both the Internet service providers as well as from the banks (Brown et al.,
2003). Thus, IB will more likely be adopted if the technological backbone as well as its
support is reliable.
Although Rogers (1995) identifies five key predictors of adoption, recent studies confirm
that three of these: relative advantage, compatibility, and complexity have consistently
proved to be stable predictors across multiple disciplines (Rugimbana, 1998).
H7:
the greater the perceived complexity of using CB, the less likely that it will be adopted.
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Adoption related studies show that consumers show high levels of resistance to trying
new innovations. However, once this barrier of getting customers to try out a new
product, adoption will most likely take place. For that reason, in this study, adoption was
operationalised by whether respondents had indeed tried using IB or not. Accordingly,
trial was measured using a single-item question assessing whether or not respondents had
tried using IB.

RESEARCH METHODOLOGY
A cross-section survey method was used (Calder, Phillips and Tybout, 1981). Data were
collected using self-completion questionnaires. Using convenience sampling, three
research assistants distributed questionnaires at Boshundhara City Centre shopping mall
in Dhaka. The completed questionnaires were checked for completeness; those with more
than four missing values were discarded. SPSS was used for data analysis (Field, 2009).

SAMPLE
Since the study was concerned with banking customers, all individuals with a bank account
potentially constituted the sampling frame. However, the study concentrated on young
consumers, particularly under 40 years old. But, given the unknown bounds of such a
sampling frame – under 40 years old and having a bank account – probabilistic sampling
techniques were considered impractical to execute, hence the use of convenience sampling.
Some 500 questionnaire were distributed; 373 were returned. Of these only 249 were fully
completed and usable for data analysis, representing a response rate of about 67 per cent.
More females (56 per cent) participated. Table 1 provides further details pertaining to the
participants‟ demographic characteristics.
Table 1: Demographic Profile
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RESULTS AND DISCUSSION
User Experience of the Internet
In terms of Internet familiarity, approximately 65 per cent of the respondents indicated that
they have used the Internet for up to three years, and almost 35 per cent reported having used
the Internet for four years or more (Figure 1). Closer inspection revealed that only six
respondents had never used the Internet at all, thus suggesting that Internet experience within
the sample was moderate to high. The latter confirms findings of past research; in particular
Black et al. (2001), who argued that Internet usage is growing rapidly.

Figure 1: User experience of Internet banking

INTERNET BANKING
It was also insightful to ascertain the factors influencing the adoption of Internet banking. The
20-item scale was used to determine which factors influenced Internet banking adoption.
According to the conceptual frame, the seven factors or sub-scales determined consumers‟
acceptance of IB and ideally should load independently as distinct factors. To test these factors,
Principal Component Analysis (PCA) was conducted on the 20 items (Malholtra, 2010).
The factorability statistics were satisfactory (KMO = 0.724; Bartlett‟s Test of Sphericity X2 =
1161.709; df = 190; p < 0.000). A six-factor solution, accounting for 67 per cent of variance,
was extracted (Table 2). With the exception for complexity and technology support, the
remaining four factors had Cronbach‟s alphas of greater than the common minimum of .7
(Field, 2009). However, since these were greater than .5, which is considered as absolute
minimum for exploratory research, these were considered acceptable.
Table 2: Six-item solution of the IB factors
Factor

Sub-scale(s)

1
2
3
4
5
6

Self-efficacy & Trialability
Risk
Complexity
Compatibility
Relative advantage
Technology Support
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Eigenvalues
4.258
2.561
1.745
1.589
1.358
1.190

Cronbach’s
alpha (α)
.787
.775
.594
.709
.703
.620
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CONCLUSIONS
The findings of this study suggest that the Internet is a very popular technology, and is
largely widely accepted by young Bangladeshi consumers, as Internet adoption ranges
from moderate to high experience. Overall, the data found support for all the tested
hypotheses, indicating that the seven factors (self-efficacy, trialability, risk, complexity,
compatibility, relative advantage, and technology support) are important determinants of
IB adoption. The fact that self-efficacy and trialability loaded onto a single factor indicates
the general influence of consumers‟ perceptions of their ability to use IB services. This ties
in very closely with the arguments by Meuter et al (2005) that getting customers to feel
comfortable about a technological innovation is achieved by having them try the
innovation first. Thus, this paper reinforces previous findings, which suggest perceived
attributes of innovations are important in predicting its acceptance and usage.
Future researchers could consider studying consumer choice behaviour of numerous other
banking technologies including ATMs, credit cards, or mobile banking. The use of a
different consumer segment, for instance the elderly or women might also provide unique
insights into the phenomenon.
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