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Abstract – Indian online banking customers' continued use is influenced by their attitudes about the 
challenges and benefits of using the online banking channel as a channel. Customers' ability to test new 
technology, as well as its appropriateness for their personal, professional, and financial requirements 
Development of online banking, a rise in online banking influences Internet banking adoption factors, 
Adoption of Internet banking in the financial sector, and the study which discussed online banking, a 
study which discussed online banking, Importance of internet banking, Adoption of the internet banking 
system, Factors affecting on the internet banking system, Development of internet banking, Growth of 
internet banking. 
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INTRODUCTION 

Financial systems and economies are supported by 
the banking sector. Through resource mobilization 
and improved allocation, commercial banks 
contribute significantly to the growth of developing 
and emerging economies. RBI, India's central bank, 
regulates the country's banking system. The RBI was 
nationalized in 1949. The government exerts both 
direct and indirect supervision over banks via RBI to 
safeguard depositors and maintain the stability of the 
financial system. The RBI Act of 1934 and the 
Banking Regulations Act of 1949 provide RBI broad 
authority. The government nationalized 14 major 
banks in 1969 to end the monopoly on economic 
power and banking held by a small group of bankers 
and industrial executives. As a consequence, banks 
in rural and small towns have grown at a balanced 
rate, serving the bulk of the country's population. The 
government, as the bank's owner, set the banks' 
agendas and controlled the flow of credit in their 
direction. The emphasis shifted from traditional class 
banking to social banking in the wake of the financial 
crisis. [1] Due to the extraordinary growth in the 
banking and financial sector as a consequence of 
this social change process, many factors contributed 
to the reduction in the operational productivity and 
profitability of these organizations, including the 
regulated business environment, poor credit portfolio 
quality due to social lending without adequate default 
protections, thin margins on social lending, and trade 
union disruption tactics, 

Because of the internet, the globe has shrunk. 
Banks have begun using the internet for routine 
business activities. Some consumers are still wary 
of using online banking because of the security 
risks. Internet banking use is influenced by a 
variety of variables, including utility, perceived 
simplicity of use, personal efficacy, risk, relative 
benefit, compatibility, trialability, observability, and 
actual use. With Internet banking, customers may 
access and conduct banking transactions through 
the Internet. When it comes down to it, internet 
banking simply refers to a bank putting up a 
website to provide information on its goods and 
services to its customers. For those who want more 
sophisticated features, it's possible to purchase 
financial goods or services online and have them 
delivered directly to your account. This kind of 
internet banking is referred to as "transactional." 

An Overview of Internet Banking 

The growth of information technology has changed 
business practices by establishing a global virtual 
marketplace on the internet. The Internet is rapidly 
being utilized as a distribution route, an advertising 
channel, and a user-friendly payment method in 
addition to exchanging information. When it comes 
to providing financial services, the internet's 
characteristics make it an excellent medium. Using 
internet technology to provide banking services 
lowers costs and removes uncertainty for the bank 
and the consumer (Joseph et al 1999). Technology 
advancements have created new electronic 
channels for delivering banking services, such as 



 

 

Yashu1* Dr. Amit Kumar Chakarborty2 

w
w

w
.i
g

n
it

e
d

.i
n

 

3369 

 

 A Study of Identify the Factors of Adoption in Internet Banking 

automated teller machines (ATMs), online banking, 
and mobile financial management (m-banking). For 
the banking sector, using a technology-based 
channel is more cost-effective than using a 
conventional branch office. As a result, the Indian 
banking sector is making significant investments in 
technology-based channels, which consumers may 
use for a variety of daily activities, including money 
transfers, bill payments, ticket booking, online 
shopping, and cell phone recharging. A comparison 
of the bank's transaction costs reveals that internet 
banking costs Rs.12, ATM costs Rs.18, and branch 
banking costs Rs.100. 

Online banking provides clients with a simple, cost-
effective, and time-saving way to transact with their 
bank from anywhere, at any time. Customer service 
is fast and efficient since internet banking 
transactions are handled electronically. However, 
internet banking services are still in their infancy, and 
Indian banking clients are hesitant to make the 
switch to the new mode of payment. 

Even while adoption is a critical initial step in the 
acceptance of any new technology, its long-term 
sustainability relies more on regular usage than on 
occasional use. According to Roger's (1995) 
innovation diffusion theory, adopters review their 
previous acceptance decisions at their final 
confirmation stage and decide whether to continue or 
stop the innovation after adoption 

Online Banking 

Traditionally, retail banking has taken place at a 
branch or via phone. Changing from the traditional 
banking system to mobile banking services was less 
expensive because of online banking, which helped 
banks enhance their operations. Internet banking 
services and information on their actions, such as 
checking their balance, transferring funds between 
accounts, paying utility bills, and requesting 
checkbooks, are now easily available to clients 
without them having to visit a branch. [2]The majority 
of banks are moving to an electronic banking system, 
which relies on improved IT systems to link clients 
and users with banks more swiftly and easily. 
Because internet technology (the virtual market) is 
expected to expand in the future period rather than 
physical rivals, most companies are moving away 
from physical markets and toward virtual markets 
instead. 

The most important challenges that banks have in 
online banking are related to safety and security, 
which helps build client trust and helps the bank 
keep its customers. Customers have a hard time 
having faith in banks when it comes to security and 
safety. Consumers are wary of online 
banking/internet banking, mostly due to security 
concerns, according to Lee and Turban. Consumers 
are generally dissatisfied due to security issues. It's 
more likely that a product or service will be a success 

in the market if customers are satisfied and accept 
the products and services. 

Importance of Internet Banking 

Internet banking is critical for both customers and 
banks. There was a notion that low-cost websites 
would be handy for online banking because of the 
importance that Internet banking provides to both 
banks and customers. It makes banking operations 
more efficient. As a result, banks have an edge in the 
marketplace. Customers, on the other hand, may 
appreciate the ease of using bank services. Because 
it's a more affordable option for customers, 

Products and services obtained through the 
Internet often have fewer workers. The transaction 
does not need the involvement of a large number 
of employees. A fee-free and cost-free online 
banking service is the ideal scenario. 
Administrative fees, such as those associated with 
cheque cancellations and wire transfers, would still 
apply to certain transactions. Online banks should 
look for methods to cut costs and pass savings to 
their customers since operating expenses are so 
low. [3] 

Internet banking has benefits for both banks and 
customers. When compared to the traditional 
banking system, it offers considerable benefits to 
both individuals and institutions. Customers may 
benefit from lower transaction costs, 24-hour 
services, enhanced security and traffic control, and 
reduced fraud risk. However, the process takes 
longer, increases bank value payments and 
volumes, and allows remote transaction facilities to 
replace a customer's in-person presence. Banks' 
long-term survival depends heavily on the web 
banking. 

Adoption of Internet Banking System 

Because of the benefits in the banking industry, the 
Internet is increasingly important. The company 
and its consumers are supported. The 
demographic variables influencing Internet use 
include their age, education level, income, and 
profession. Typical Internet banking users are 
generally youthful, well-educated, and high-income 
people. The demographic variables are well known 
to have an important effect on consumer behavior 
and attitudes towards online banking. [4]The more 
secure individuals are, the more online banking 
services they will embrace. The safety or danger 
connected with this invention affects the 
acceptability and implementation of innovation. For 
individuals and human lives, technological progress 
is extremely important. Because information 
technology helps to save time and money, it is 
growing today and it is being used by individuals. In 
the global and commercial world, new 
technological progress has brought many changes. 
Several variables affect the adoption of Internet 
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banking. They emphasized the demographics, 
motivation, and behavior of this person towards 
various financial technologies and personal adoption 
of new technology. It has been pointed out that 
online banking behavior by consumers is affected by 
the fundamental experience of new technical 
developments in computer understanding. If 
consumers embrace online banking, many things 
should be taken into account. Password integrity, 
data protection, encryption, hacking and personal 
data security, etc, User participation is important for 
online banking, since it needs the consumer to 
maintain and engage frequently with further 
technology (a computer and an internet connection) 
Internet banking users are constantly utilizing the 
technology and must have a specific degree of 
familiarity to maintain its use. 

Factors Affecting On the Internet Banking 
System 

Several factors influence the customer adoption of 
the internet banking system. They are, 

• Relative advantage 

Users of e-services may see the internet as having a 
relative benefit in evaluating it and using its website 
services at any time of day or night from any place. 
In addition to offering constant access, online 
services provide additional benefits for businesses. 
Additionally, they may help with important 
promotions for the company, as well as improve the 
quality and timeliness of customer service. [5]This 
can provide the firm a competitive edge while also 
attracting customers and encouraging customer 
engagement, An innovation's perceived comparative 
advantage is its perceived superiority over the 
concept it replaces, In addition, he said that relative 
benefit is usually referred to in terms of expediency, 
saving money, effort and time and decreased 
discomfort in utilizing or implementing an invention. 
Economic profitability is provided by relative 
advantage. People who embrace a new invention 
must take some proportional benefits into account. 
Examples include the financial and social aspects of 
life. As a result, adopters place a high value on 
comparable benefits. 

• Perceived ease of use 

"The degree to which a person thinks that utilizing a 
specific system will be free of effort," which implies 
freedom from difficulty, is defined as perceived ease 
of use (UX). Furthermore, he discovered that a 
system with fewer demands on a person's time 
improves their work effectiveness [6]. Usefulness 
and intention were significantly influenced by 
perceived ease of use, making it an important 
predictor. 

 

• Perceived usefulness 

In the area of online banking, the perceived utility 
has long been regarded as critical. Because 
customers' expectations about how technology might 
improve and simplify their lives rely on its 
acceptability in the mass market, it is a pre-requisite 
for widespread market acceptance of new products 
and services 

• Demographic factors 

Internet banking adoption was influenced by 
demographics such as age, income, education, and 
profession. Young, affluent, well-educated 
consumers are more likely to use internet banking 
than older, less-educated ones. [7]They are also 
more experienced with other banking technologies, 
have jobs related to computers or the internet, and 
have a longer time horizon for saving and 
spending. The number of time customers spend 
using e-banking depends on their age. Because 
the younger age is more comfortable with internet-
based work, they are more likely than the older 
generation to utilize e-banking 

• Security 

What the term "security concept" really implies is 
your capacity to keep yourself safe from possible 
harm. In addition, he said that security aids in 
safeguarding customer data and financial 
transactions. Security defines the perception of an 
e-commerce website as secure and it is capacity to 
safeguard other data from attacks. Security is the 
capacity of an internet company's website to 
safeguard customers' personal information and 
financial data. 

• Compatibility 

It is possible to define compatibility as the degree 
to which the new idea fits with the existing values, 
prior experience, and present requirements of the 
prospective adopter (Rogers, 2003). Potential 
adopters' requirements should be considered while 
developing innovations. Individual job duties and 
value systems should be taken into consideration 
while developing an innovation. 

• E-service quality 

The importance of service quality in an electronic 
service environment has been widely 
acknowledged. Much study has gone into service 
quality and how to assess it in the past two 
decades. Although the definition of "service quality" 
is up for debate, E-service when providing online 
services, quality is critical for service providers. 
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• Complexity 

When something is regarded as complicated, it 
increases in complexity (Rogers, 2003). Whether a 
new technology is complex or simple to use has a 
significant impact on consumers' intentions to use or 
embrace it. [8] The researchers also discovered a 
link between perceived ease of use and the uptake 
of e-services in the online environment. It takes more 
technical know-how and operational effort to make 
an invention with significant complexity more likely to 
be adopted. 

• Trialability 

Internet banking uptake has been hampered by the 
availability of free trials. Innovators' trialability refers 
to the extent to which new ideas may be put to the 
test in a small number of situations. It is more 
probable that potential adopters who are permitted to 
experiment with the innovation will do so. 

• Social influence 

Face-to-face communication may have social 
influences. Social influences include friends' and 
neighbors‘ opinions, peer judgment, and family 
opinion. The idea of online banking is heavily 
influenced by social forces. As a widely publicized 
subject, the Internet's use is explained in part by 
societal pressure. As a result, societal pressures 
may have an impact on online banking as well. Any 
group, including parents, coworkers, and friends, 
may exert social pressure. 

Development of Internet Banking 

Internet banking has evolved in lockstep with the 
growth of the World Wide Web. Sometime in the 
1980s, programmers working on financial databases 
devised concepts for online banking transactions. 
The creation of these services was likely spurred by 
the introduction of internet shopping by numerous 
businesses. Because of online purchasing, more 
people are paying using their credit cards on the 
internet. [9] To make life easier for their employees, 
several financial institutions had already begun 
building data warehousing facilities. During the 
development of ATMs, databases developed for 
other purposes were extensively utilized. 

Banks and financial institutions in Europe and the 
United States began exploratory research and 
programming experiments on the idea of 'home 
banking' in the 1980s. In the 1980s, computers and 
the internet were still in their infancy. Home banking 
has been given new impetus by the widespread 
availability of the internet and programming tools. 

 

 

Growth of Internet Banking 

Banks are motivated to review their technology and 
analyze their electronic commerce and Internet 
banking strategies for a variety of reasons, including 
competitive pricing, customer service, and 
demographics.  [10] Customers who use online 
banking goods and services are expected to 
increase rapidly, according to several studies. 

• Competition 

Due to increased competition, online banking 
technology is becoming more popular. This puts cost 
reduction and revenue improvement in a distant 
second and third position, respectively. Internet 
banking is seen by banks as a method to retain 
and bring in new clients. 

• Geographical Reach 

Internet banking makes it possible for businesses 
to reach a wider range of customers because of the 
greater geographic reach and reduced delivery 
costs. [11] In reality, some banks solely do 
business online; they do not have physical banking 
branches and serve their clients entirely via the 
internet. The internet is being used by other 
financial organizations as a substitute delivery 
method for reaching current clients and attracting 
new ones. 

• Branding 

Many major banks place a high value on cultivating 
customer relationships. National banks may use 
Internet banking technology and products to build 
and maintain a long-term connection with their 
clients by making a wide range of goods and 
services easily accessible. A bank's goal is to 
increase repeat business and client loyalty by 
leveraging brand recognition and offering a wide 
range of financial services. 

• Customer Demographics 

When it comes to online banking, major banks may 
provide their clients with many choices. Traditional 
branches are still used by certain clients to perform 
their banking activities. Using this method, many 
people find it easiest to do their financial activities. 
Another kind of client is an early user of new 
technology. [12] 

These clients were among the first to own personal 
computers and to use them for banking purposes. 
The demographics of bank clients are changing 
and will do so for the foreseeable future. One of the 
biggest challenges facing national banks is figuring 
out how to offer goods and services economically 
across their different market segments 
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CONCLUSION 

According to recent estimates, 35% of Indians have 
access to the Internet. According to the findings of 
the research, despite India's growing Internet 
penetration, there remains a low level of Internet 
banking acceptance and usage. According to the 
findings of this research, consumers' happiness with 
Internet banking is higher than their dissatisfaction 
with it, indicating that Internet banking use is on the 
rise. Research on Indian banking may benefit from 
using the proposed Internet banking adoption model, 
Internet banking customers have higher standards of 
service when it comes to the virtual platform. For 
bank customers, the technology must be effective, 
just like a genuine interface. According to the 
doctorate research, customers' decisions to use 
Internet banking in the public and private sectors are 
heavily influenced by variables such as cost, 
convenience, and security. If speed and convenience 
are improved, the customer may use Internet 
banking more often. As a result, it's critical to raise 
awareness among bank customers who don't 
already utilize the service Consumers are more likely 
to use Internet banking services if they pay more 
attention to them. Customer assurance methods like 
ensuring security are important since they may 
influence whether or not customers choose to use 
Internet banking services. 
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