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ABSTRACT

With the advancement in technology, banking, globally, has undergone drastic changes in the last two decades. Gone are 

the days when banking transactions in absence of technology moved at a snail’s pace and the time span for transactions 

was quite long. ATMs, Credit Cards, Debit Cards, etc. have all made banking convenient and easy but probably one 

service that has brought banking to the confines of the home is the internet banking. While internet banking has 

undoubtedly a lot of advantages, its usage comes with potential pitfalls what with low quality internet connections and a 

sizeable population still reluctant to adopt technology especially for important transactions involving money. This paper 

is an earnest attempt on part of the authors to identify the role of perceived risk in influencing internet banking adoption 

by customers in Delhi/NCR. Towards that end, the perception of internet banking among customers of different banks 

and factors affecting customer satisfaction on internet banking service quality have been identified. The satisfaction 

level of internet banking users, major problems faced while using internet banking, and identification of the level of trust 

and awareness about internet banking security features have also been assessed.
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INTRODUCTION

E-services are slowly but surely changing the way 

businesses are being conducted and banking is no 

exception. Conventional banking has been replaced by 

modern ‘state-of-the-art’ technology-enabled banking of 

which internet is a vital component. Banks are changing 

their customer relationship strategies and the business 

process plans. The internet banking is known by many 

other names like e-banking and online banking. Various 

internet e-channels have come up in the technology-

driven banking – ATMs, Credit & Debit Cards, Mobile 

Banking, and the likes. Recreating a banking experience 

on the internet was always going to be a challenge but 

many years hence, today, it has been embraced by 

customers and is a necessarily a ‘go to’ service for many. 

Minimising the information latency where there is an 

intense decision-making scenario, the internet banking 

has an edge over traditional banking in terms of the 

timeliness and accuracy of information. The technology 

acceptance model (TAM) is a widely used model for 
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adoption of new technology in information system 

research (Venkatesh and Davis, 1996; Venkatesh and 

Davis, 2000; Venkatesh and Bala, 2008; Yusoff et al., 

2009). Various studies have over the years used the 

aforesaid model to explain various factors that affect 

acceptance and usage of internet banking at the 

individual level. While there are traditional constructs of 

the technology acceptance model – perceived ease of use 

and the perceived usefulness - of late a new construct of 

perceived risk having website design and trust as 

antecedents has been added in the literature  (Gerrard et 

al., 2006; Ndubisi and Jantan, 2003; Nor and Pearson, 

2008; Polasik and Wisniewski, 2009). Managerial focus 

on emerging issues  of a safe and secure virtual banking 

environment has been the driving force behind the 

rationale of adding perceived risk in the TAM. Perceived 

risk reflects the perception of the customer about 

outcome uncertainty related to the search and choose 

information of products and/or services before making a 

decision for purchase. The customers will perceive a 

higher risk if there is a difference in their actual 

experiences of buying and their goals which may lead to 

discontinuance or avoidance of  the use of the product or 

service. The internet services are vulnerable to privacy 

and security threats like malwares, phishing, spywares, 

etc. on account of operating in an open environment 

(Vivo et al., 1998). Hackers have, of late, breached the 

personal privacy and attacked it and there have been far 

more repeated multiple cases of fraud and theft in the last 

few years (So and Sculli, 2002; Littler and Melanthiou, 

2006). This added to the perception that there is a lot of 

risk in online services than traditional ones have led to the 

customer belief of jeopardizing ones’ security while 

using online services (Tan, 1999; Martin and Camarero, 

2008).

Internet banking in India

It was during the mid-nineties that the ‘new on the 

horizon’ private banks came up with a new business 

model that was scalable at the back of information 

technology. Leading the pack was ICICI Bank which 

initiated the internet banking way back in 1998. Other 

banks followed suit in the ensuing years though initially 

internet banking was confined to information sharing, 

and storing financial and personal information among 

banks. Developments recently have shown that the 

physical brick and mortar banks have ironically evolved 

by upgrading their new e-banking capacities. All is not 

hunky dory though as a study by the Internet and Mobile 

Association of India (IAMAI) in December 2005 found 

that people are reluctant to do banking through the 

internet for security reasons (43%), liking for a personal 

face-to-face interaction (39%), lack of online transaction 

knowledge (22%), lack of an environment that is user-

friendly (10%), and lack of the internet banking facility in 

their bank (2%). Further, in 2005 in an another study 

conducted  by IAMAI in 2009 on internet users, it was 

found that the percentage of online users preferring 

internet banking had reduced to 12 percent in 2009 from 

20 percent in 2008. That was ample proof of online users 

not using or avoiding internet banking in India. While the 

reasons for the lack of interest in internet banking could 

range widely and is definitely a food for thought, there 

has been limited research on this in the Indian context that 

explores the factors for the promotion and inhibition of 

using internet banking (Kannabiran and Narayan, 2009; 

Prakash and Malik, 2008; Malhotra and Singh, 2009). As 

newer models have sprung up lately thanks to increasing 

internet based services, misleading and fraud practices 

too, have risen  (Baker, 1999). Studies (So and Sculli, 

2002; Rotchanakitumnuai and Speece, 2003; Cheng et al. 

2006; Littler and Melanthiou, 2006) have highlighted 

that the internet-based attacks have gone up against the 

systems and the users. The buyers’ subjective assessment 

of the probability of an unfavourable consequence 

together with the amount for transaction decide the risk in 

any purchase decision  (Dowling and Staelin, 1994). That 

said, the studies of Tan (1999), and Martin and Camarero 

(2008), have argued about the higher risk involved in 

online services. 

The flow of this paper will be as follows: objectives of 

this paper followed by the literature review further 

followed by the methodology and analysis leading to 

conclusions and scope.

OBJECTIVES OF THE STUDY

1. To identify the factors affecting customer 

satisfaction on internet banking service quality.

2. To evaluate the satisfaction level of internet 

banking users.

3. To examine the major problems faced by users 

while using internet banking services.

4.  To identify the level of trust and awareness level on 

the security features of internet banking.

LITERATURE REVIEW

Internet banking was thought of as a signal of revolt in the 

banking distribution (Accenture, 2005). Back in the 

1990s internet banking suddenly became one of the most 

sought-after channels of service delivery as the rapidly 

growing internet made customers comfortable in making 

transactions. But as highlighted earlier, growing fraud 

practices have kept many individuals at bay from using 

internet banking (Baker, 1999). Perceived risk has been 

defined in the literature as uncertainties and unfavourable 

consequences associated with the expectations of the 

consumers (Bauer, 1960). Cox (1967) is of the view that 

perceived risk reflects the perception of the consumer 

about uncertainty of outcomes related to searching and 

choosing of products and/or services for purchasing 

decisions. Perceived risk plays an instrumental role of a 

catalyst in quite many financial transactions (Ndubisi and 

Sinti, 2006; Rotchanakitumnuai and Speece, 2003). The 
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distance of space and time between the customers and e-

retailers combined with the unpredictability of internet 

creates an implicit uncertainty in online transactions (Al-

Gahtani, 2011). Threats of phishing and hacking refrain 

the customers from providing sensitive and personal 

information on websites  (Gerrard et al., 2006; Ndubisi 

and Jantan, 2003; Nor and Pearson, 2008; Polasik and 

Wisniewski, 2009).  Ajzen’s (1991) theory of planned 

behaviour explains the relationship between transaction 

intention and perceived risk through perceived 

behavioural control. Attitudes lead to actions, hence 

perceived risk reduction is expected to influence 

positively the transaction willingness  on the internet 

(Jarvenpaa et al., 2000).

Perceived ease of use is an individual’s assessment of the 

effort he has to make mentally for using a new technology 

(Davis, 1989). Venkatesh (2000), integrated internal and 

external controls (computer self-efficacy and 

facilititation), into TAM. Other works (Davis, 1986, 

1989) have pointed that perceived ease of use positively 

influences perceived usefulness because easier 

technology translates into being useful as well, a case in 

point being the internet banking (Philips et al., 1994; 

Wang et al., 2003). In addition, social influences on 

technology adoption have also been highlighted 

prominently in the literature though it’s a mixed bag as far 

as previous works are concerned which have stressed 

upon subjective norms for understanding social 

influences. Venkatesh and Davis (2000) are of the view 

that social influence significantly impacts technology 

adoption under mandatory situations and that as users 

begin to have a more direct experience with the target 

system, the effect of social influence gets moderate. 

Conner and Armitage (1998) and Terry and Hogg (2000), 

have disagreed that the construct has confined 

conceptualisation because of societal norms as opposed 

to its wider societal context. Many studies (Ndubisi and 

Jantan, 2003; Taylor and Todd, 1995; Venkatesh and 

Davis, 1996; Venkatesh and Davis, 2000; Wang et al., 

2003) have given empirical evidence that as a causal flow 

computer self-efficacy leads to technology perceived 

ease of use as also leading to perceived ease of internet 

banking technology use  (Wang et al., 2003). 

Early research relating to service quality in banks by  

Parasuraman, Zeithaml and Berry (1985)  investigated 

quality issues through a focus group of customers across 

four services of retail banking, security brokerage, credit 

cards, and product repairs and maintenance. It was found 

that private banks have forced public banks to introduce 

innovative services to survive in a competitive world. In 

internet banking, the bank web site is the centre of all the 

activity and users interact with it to perform their 

transactions (Alhudaithy and Kitchen,2009). A poor 

website interface lacks security and clarity leading to an 

adverse transaction (Ganguly et al., 2009).  Trust has 

been shown to reduce the risk of making good of the 

opportunity by an e-vendor in online transactions  

(Yousafzai et al., 2010). Customers tend to assume that a 

trusted e-retailer will not engage in an opportunistic 

manner. Hence trust reduces the perceived risk. Trust 

leads to an improvement in customer beliefs about the e-

retailer, attenuating thus, the transaction related 

perceived risk (Yousafzai et al., 2005, 2009). 

Conclusively, thus, trust reduces perceived risks about 

online banking with the banking entity.

HYPOTHESES DEVELOPMENT

Based on the literature review and the objectives of the 

study, the hypotheses are stated as under:

Hypothesis 1

H : There is no significant perception of internet 01

banking experience among the consumers of 

different banks.

H : There is a significant perception of internet banking a1

experience among the consumers of different 

banks.

Hypothesis 2

H : There is no statistical significant relationship 02

between Internet banking Experience and Overall 

satisfaction with this service.

H : There is a statistical significant relationship a2

between Internet banking Experience and Overall 

satisfaction with this service.

RESEARCH METHODOLOGY

The customers of online banking were given the 

questionnaire containing questions on different aspects 

of online banking viz. customer awareness, factors 

influencing them to adapt to the online banking services, 

customer satisfaction, perceived risk, service quality etc. 

The customers were using the banking services of 

selected banks in Delhi / NCR and were chosen as per 

convenience. The collected data was analysed using 

simple percentage, Anova, and regression using SPSS. 

Secondary data was collected from journals. Self-

designed questionnaire was used to collect the data from 

130 respondents. Non-probability convenience sampling 

approach was used for data analysis. The two-way Anova 

and multiple regression was used as the statistical 

technique. 

DATA ANALYSIS & FINDINGS

Reliability of Questionnaire

We conducted a reliability test to calculate the value of 

Cronbach’s alpha and confirm the reliability of 

questionnaire used. Various researches suggest that value 

of Cronbach’s alpha should be greater than 0.7 (Table 1) 

for the questionnaire to be reliable.

Table 1: Reliability Statistics

Cronbach's Alpha N of Items

.717 27

Table 1 indicates that the value of Cronbach Alpha of 

service quality is 0.717 which is greater than 0.6 which 

means the questionnaire is reliable and further studies can 

be done.

An ANOVA test is a way to find out if survey or 

experiment results are significant. In other words, they 

help you to figure out if you need to reject the null 

hypothesis or accept the alternate hypothesis.

Table 2: Anova

Between Groups

Within Groups

Total

Sum of Squares

.222

49.683

49.905

df

3

126

129

Mean Square

.074

.394

F

.187

Sig.

.001

Internet Banking Perception
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H : There is no significant perception of internet 01

banking experience among the consumers of 

different banks.

H : There is a significant perception of internet a2

banking experience among the consumers of 

different banks.

Since the significance value is less than 0.05 (Table 2), 

Ho is rejected and H1 is accepted. Hence, there is a 

significant perception of internet banking experience 

among the consumers of different banks.

Regression Analysis: Relationship between internet 

banking experience and Overall satisfaction with this 

service.

H : There is statistically no significant relationship 02

between internet banking experience and Overall 

satisfaction with this service.

H : There is a statistically significant relationship a2

between internet banking experience and Overall 

satisfaction with this service.

Table 3: Model Summary

Model

1

R

.612a

R Square

.625

Adjusted R Square

.670

Std. Error of the
 Estimate

1.02328

a. Predictors: (Constant), Internet Banking Perception

Table 4: Anova

Model

Regression

Residual

Total

Sum of Squares

80.278

134.029

214.308

df

1

128

129

Mean Square

80.278

1.047

F

76.667

Sig.

.000b

a. Dependent Variable: satisfaction
b. Predictors: (Constant), Internet Banking Perception

Table 5: Coefficients

a. Dependent Variable: satisfaction

Since the significance value is less than 0.05 (table 4), H0 

is rejected and H1 is accepted. Hence, there is a 

statistically significant relationship between internet 

banking experience and overall satisfaction with this 

service.

Anova (Table 3) shows the statistical significance of the 

relationship between internet banking experience and 

overall satisfaction with this service. Adjusted R square 

value shows predictor variable causes 67% variance in 

dependent variable which is a fairly acceptable model.

CONCLUSION, LIMITATIONS, AND FUTURE 

SCOPE

While internet penetration in India has increased, the 

perception of internet banking as still being risky far 

outweighs its benefits especially for the older generation. 

Setting out the objectives of the study, including, the 

perception of internet banking for different bank 

customers (perceived risk of internet banking adoption), 

the overall satisfaction from the service, trust and 

awareness, we conducted the literature review and based 

on the hypotheses development, we surveyed 130 

customers using internet banking of different banks in 

Delhi/NCR. The relationship between internet banking 

experience with overall satisfaction with this service was 

found to be statistically significant. Also, it was found 

that there is a significant perception of internet banking 

experience among the consumers of different banks. The 

limitation of the study was that since it was confined to 

130 consumers, a larger sample could have been more 

representative of the population. Also, the time constraint 

limited our efforts.  As a scope for future research, the 

current study could be extended to small cities and towns 

where there could presumably be an even more perceived 

risk of adoption to internet banking. Additionally, 

perception of internet banking for customers of different 

banks could be compared on the basis of income 

segments, gender, and other demographics.
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H : There is no significant perception of internet 01

banking experience among the consumers of 

different banks.

H : There is a significant perception of internet a2

banking experience among the consumers of 

different banks.

Since the significance value is less than 0.05 (Table 2), 

Ho is rejected and H1 is accepted. Hence, there is a 

significant perception of internet banking experience 

among the consumers of different banks.

Regression Analysis: Relationship between internet 

banking experience and Overall satisfaction with this 

service.

H : There is statistically no significant relationship 02

between internet banking experience and Overall 

satisfaction with this service.

H : There is a statistically significant relationship a2

between internet banking experience and Overall 

satisfaction with this service.

Table 3: Model Summary

Model

1

R

.612a

R Square

.625

Adjusted R Square

.670

Std. Error of the
 Estimate

1.02328

a. Predictors: (Constant), Internet Banking Perception

Table 4: Anova

Model

Regression

Residual

Total

Sum of Squares

80.278

134.029

214.308

df

1

128

129

Mean Square

80.278

1.047

F

76.667

Sig.

.000b

a. Dependent Variable: satisfaction
b. Predictors: (Constant), Internet Banking Perception

Table 5: Coefficients

a. Dependent Variable: satisfaction

Since the significance value is less than 0.05 (table 4), H0 

is rejected and H1 is accepted. Hence, there is a 

statistically significant relationship between internet 

banking experience and overall satisfaction with this 

service.

Anova (Table 3) shows the statistical significance of the 

relationship between internet banking experience and 

overall satisfaction with this service. Adjusted R square 

value shows predictor variable causes 67% variance in 

dependent variable which is a fairly acceptable model.

CONCLUSION, LIMITATIONS, AND FUTURE 

SCOPE

While internet penetration in India has increased, the 

perception of internet banking as still being risky far 

outweighs its benefits especially for the older generation. 

Setting out the objectives of the study, including, the 

perception of internet banking for different bank 

customers (perceived risk of internet banking adoption), 

the overall satisfaction from the service, trust and 

awareness, we conducted the literature review and based 

on the hypotheses development, we surveyed 130 

customers using internet banking of different banks in 

Delhi/NCR. The relationship between internet banking 

experience with overall satisfaction with this service was 

found to be statistically significant. Also, it was found 

that there is a significant perception of internet banking 

experience among the consumers of different banks. The 

limitation of the study was that since it was confined to 

130 consumers, a larger sample could have been more 

representative of the population. Also, the time constraint 

limited our efforts.  As a scope for future research, the 

current study could be extended to small cities and towns 

where there could presumably be an even more perceived 

risk of adoption to internet banking. Additionally, 

perception of internet banking for customers of different 

banks could be compared on the basis of income 

segments, gender, and other demographics.
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