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Abstract

Introduction-Over the past decade, there has been a huge drive amongst the banks to
implement new technological solutions since they realised that the technology can help them
to achieve a better competitive position. Today, most of the transactions can be done at any
time from any where the customers are. Introduction of Self Service Banking Technology
(SSBT), which consists of ATM, CDM (Cash Deposit Machine), and Internet Banking (IB),
has added a different dimension to banking. A noticeable shift from traditional to
channel-based banking was witnessed recently due to SSBT services.Internet banking, also
called as Online banking, or virtual banking, is an electronic payment system that provides
customers of a bank to conduct a range of financial transactions through the Bank’s website.
The transactions over internet by customer are directly connected to Bank’s core banking
system and the updated on the same time.Banking industry in Sri Lanka plays a vital role in
managing financial assets. Conventionally all the banking activities were carried out manually
and always customers had to go to the branch. This has consumed lot of time as well as the
cost to both customer as well as bank. Internet banking is now capturing the banking industry
at a rapid phase by eliminating and transforming the conventional banking activities to a web
based online system. Even though this enhancement of new technology, recent finding in Sri
Lanka illustrates that customers were more resistance toward adopting such technology even it
has more sufficient relative advantages. Further, it was found that only less than 5

Index terms—

1 1. Introduction

ver the past decade, there has been a huge drive amongst the banks to implement new technological solutions
since they realised that the technology can help them to achieve a better competitive position. Today, most
of the transactions can be done at any time from any where the customers are. Introduction of Self Service
Banking Technology (SSBT), which consists of ATM, CDM (Cash Deposit Machine), and Internet Banking (IB),
has added a different dimension to banking. A noticeable shift from traditional to channel-based banking was
witnessed recently due to SSBT services.

Internet banking, also called as Online banking, or virtual banking, is an electronic payment system that
provides customers of a bank to conduct a range of financial transactions through the Bank’s website. The
transactions over internet by customer are directly connected to Bank’s core banking system and the updated
on the same time.

Banking industry in Sri Lanka plays a vital role in managing financial assets. Conventionally all the banking
activities were carried out manually and always customers had to go to the branch. This has consumed lot of time
as well as the cost to both customer as well as bank. Internet banking is now capturing the banking industry at
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3 II. LITERATURE REVIEW A) INTERNET BANKING IN SRI LANKA

a rapid phase by eliminating and transforming the conventional banking activities to a web based online system.
Even though this enhancement of new technology, recent finding in Sri Lanka illustrates that customers were
more resistance toward adopting such technology even it has more sufficient relative advantages. Further, it
was found that only less than 5% of bank customers, in general, use online banking and mobile banking. ATM
services are extensively used in the country compared to other SSBT services ??Suraweera et al, 2011) So in this
scenario, this research study carried out to identify the level of adoption of Internet Banking in Jaffna District
and to identify the factors which Security for the customers, from customer’s point of view Influencing adoption
of Internet Banking. These findings Are useful to the Bankers operating in the region, to formulate appropriate
strategies to ensure rapid Author ?: University of Jaffna, Sri Lanka. e-mail: suja_ 0410@Qyahoo.com Author ?:
Department of Marketing, University of Jaffna, Sri Lanka. migration of customers to Internet/Online banking
and thus to reduce their operational costs.

2 a) Internet Banking

A combination of computer, telecommunications and internet banking has paved the way to making online
banking service offerings which enable customers a number of ways of accessing bank’s services. With the
introduction of the online banking, banks are able to offer certain number of their products and services online.
This feature provides advantages not only to the customers, but also for banks. The rationale behind this is to
reduce their overhead costs and personnel costs and to become closer access to customers by proving the service
at reduced cost with greater convenience, particular time savings and quicker responses.

Despite the huge investment in technology and introduction of value-added banking services, the success lies
in the customer acceptance and adoption. Although there is a significant growth of Internet users in almost every
country in the world, the number of financial transactions carried out over the Internet remains to be slow. It
was found that potential users either not adopting IB or otherwise, they are not using continually after adoption
(Podder, 2005). Mearian (2001) stated that though most of the bank’s websites are accessed by huge number
of customers in USA, only a minority have made online financial transactions. In Britain, first online banking
introduced in 1994 (The financial Brand, 02.10.2012) and after 20 years only, the adoption rate reached to 53%
(Statist Report, 2017). Brown (2001) stated that out of 61% online users, only 20% of consumers carries out
online Banking in USA. Several studies have reported not only IB has low adoption but also it has disparity in
adoption level among European countries (Podder, 2005). Ac ?7eilson (2002) found hat use of IB is increasing
in Asian countries but it is still slower than estimation.

Sri Lanka being a developing country, has adopted new technological advancements time to time in part with
other countries in the world. Banks operating in Sri Lanka were the pioneers in introducing new technological
innovations in the country. Earlier, technology was primarily employed in Banks to automate back-office
transactions. This situation has been changed by a move of IT into front office operations, which enables
Lankan banks to step toward activities beyond branch level activities. In this way, the first ATM was introduced
in the country in 1988. Introduction of ATMs has done huge revolution in Sri Lankan banking industry.
The overcrowded cash counters were reduced, over workload of Cash Tellers were reduced, standing up in a
long queue for withdrawals was vanished, customer saved their time spent unnecessarily in bank queues, cash
withdrawals became possible on holidays. Next to ATMs, Credit Cards, Cheque Deposit machines, tele-banking,
mobile banking, internet banking and on latest, Cash Deposit Machines were introduced by Banks in the line of
Self Service Banking Channels. At present, Sri Lankan banks provide both Self Service Banking Services and
traditional banking services. Though Self Service Banking Channels provide quicker services, Banks in Sri Lanka
highly concerned about Traditional Banking Services due to its physical touch.

3 1II. Literature Review a) Internet Banking in Sri Lanka

Though the Western countries introduced Internet Banking in early 1980s, it took quite a long time to reach in
Sri Lanka. In 1988 only the first ATM was introduced by Bank of Ceylon in the country and gradually other
technological developments came in. Credit Card was introduced in 1989. In 1996, Tele banking was introduced
by Sampath Bank. The worldwide accepted comprehensive ONLINE banking system was introduced in the
country in 1993 and thereafter gradually all the banks were connected to Integrated Comprehensive Banking
System (ICBS). After 7 years, in 2000, Internet Banking (IB) was introduced in the country. Though introduced
in 2000, most banks took steps to spread the Technology outside of the capital after 2007. So it has been passed
10 years, but the usage of the facility is not in the expected level. People are still reluctant to use Internet
Banking even though there are a lot of conveniences offered by IB services. Now the country has around 6 Mn
Internet Users. But the adoption rate of IB is very low. Even now, branches have to manage long queue of
customers at the Cash counters, especially on Mondays and after special holidays. There are sufficient ATMs and
CDMs (Cash Deposit Machines) installed by the Banks, but still customers are using Cash Counters for small
amount of withdrawals/deposits. Overall, adoption of IT driven banking services are comparatively low in Sri
Lanka except ATMs.

It was found that only less than 1% of bank customers, in general, use online banking, mobile banking,
telephone banking and internet payment gateway, although ATM services are extensively used, the usage of
other IT driven services are almost insignificant in Sri Lanka (Suraweera et al, 2011).
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4 b) Internet Banking in Jaffna

Jaffna District, which is one of the 25 districts in the country having 1012 Sq. Ft extent with a population of
618,209 which is 3% of the country’s population. The area was underwent a prolonged civil war for about 26
years.

The prolonged ethic war has several impacts on banking services delivery also. The people in Jaffna district
have the habit of savings. Savings inculcated in Tamil culture, people tend to save more for the betterment of
next generations and as well as to give donation (dowry) for brides on their weddings. These savings habit of
Tamils have greater impact on the Banking industry also. Over the last 7 decades since the first opening of Bank
of Ceylon Branch in Jaffna in 1945, Banks operating in Northern Province contributed substantially in raising
deposits in the country’s financial system.

But the availability of financial services was quiet limited up to 2009. During the war period, private banks
have reluctant to open their new branches in Jaffna, already operated Banks not invested heavily on Technological
Services such as ATMs and online banking facilities. After end of war in 2009 and reopening of the A9 road,
all private banks operated in South rushed to open up their branches in Jaffna including HSBC. After 2009, the
Banking density of Jaffna District has increased significantly. As per the above table it is obvious how density
of banks increased significantly after end of war. Notably density of bank branches is far exceeded in Jafina
District, which are 27 branches per 100,000 adults whereas it was recorded as 18.6 in the country. So the Jaffna
district in the country has the higher number of banking branches.

When considering province as a whole, Northern Province has the highest banking density among nine provinces
in the country. There was over supply of Banking Services along with high levels of indebtedness (Daily News,
03.02.2017).

Thought Jaffna has higher density of bank branches, i.e., and 112 branches for 407,598 adult populations.
Consequently banks have to compete among them to survive in the market. All banks acted fast to obtain first
mover advantage in the region by providing new Self Service Banking services such as ATMs, CDMs, mobile
banking, SMS alerts and Internet Banking. Among those facilities, ATMs are still most preferred service in the
region. Internet banking though it provides several conveniences to the customers, the service has not reached
its expected level of adoption as per the pilot study (2017) carried out by the researcher which complies with the
research findings of other parts in the country (Suraweera et al, 2011).

On the other side, the requirement for internet banking is high in Jaffna District as the region is has the
highest amount of deposits in the country. Higher the deposit base, the more the need for internet banking.
People of Jaffna have all the pre-requirements to carry out IB including internet access. In a survey carried out
by Samarajiva (2011), Jaffna District was ranked in 3 rd place in the household internet usage in the country.

5 c¢) Factors Determining Adoption of Internet

Depending on the geographical area, economy, customer demography, development of banking industry, resource
availability factors influencing Internet Banking vary from country to country. But there are some factors which
are common to all customers despite any geographical background. Among them, the most influential factors
are relative advantage, complexity, security, cost, resistance to change, compatibility, and access to internet,
demonstrability & trial ability, distance to bank branch, website and the customer demography. All these factors
have been analyzed in depth below.

i. Awareness/Perceived usefulness (PU)/Relative advantage The adoption or rejection of an innovation begins
when ”the consumer becomes aware of the product” ??Rogers and Shoemaker, 1971). In the framework of
bank marketing planning, Guiltinan and Donnelly (1983) identified ”information about the benefits of using
a product/service” is vital in service/ product promotion strategy. The Wallis Report (1997) identifies that
“consumers will find out those financial products and service suppliers which offer the best value for money and
they are educated about it”. Therefore, for adoption of Internet banking, it is essential that the banks offering
this innovative service should make the consumers aware about the availability of such a product and explain
how it adds value compared to other products of its own or that of the competitors.

Perceived Usefulness (PU) is defined as the degree to which ”a person believes that using the system will
enhance his or her performance” (Davis, 1989). It was found that perceived usefulness has no direct impact on
behavior intention but has significant on attitude, which subsequently will effect on behavior intention of using
the system ??Chang et al, 2005). With regard to the acceptance of new technology, Sathye (1999) points out
that unless, the specific need of a customer is fulfilled, customers may not be prepared to change themselves from
existing familiar ways of operating. In a study carried out by Hettiarachchi (2014), it was found that Relative
advantage has positive influence on the adoption of Internet Banking in Sri Lanka. He found that Perceived
compatibility of an innovation has a positive influence on the adoption of the Internet Banking in Sri Lanka.

ii. Ease of Use/Complexity

The second factor that leads to adoption of innovative service/product by customers is the ”ease of use”.
Perceived Ease of Use (PEOU) is defined as the degree to which ”a person believes that using the system will be
free of mental effort” (Davis, 1989). Cooper (1997) identified ”ease of adoption” as one of the three important
characteristics of innovation which induces for adoption from the customer’s perspective. The Wallis Report
(1997) recognizes that technological innovation “must be easy to use” to ensure customer take-up or acceptance.
It was noted by Dover (1998) that “the degree to which an innovation is difficult to understand or use” was one
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8 VI. COMPATIBILITY

of the reasons for failure of home banking in the USA. Durkin ET. al. (2008) identifies that the simplicity of the
products offered via internet banking induces the adoption by customers. Complexity is considered as the exact
opposite of ease of use, which has been found to directly impact the adoption of the Internet (Lederer, ??aupin
et al. 2000).

In a study carried out in Sri Lanka, it was found no relationship between complexity of using internet and its
adoption to Internet Banking (Hettiarachchi, 2014) iii. Risk

The third important factor that consumers consider before adopting an innovation is the level of risk involved.
As far as Internet banking is concerned, it refers to the security and reliability of transactions over the Internet.
Cooper (1997) identifies “the level of risk” as an important characteristic from a consumer’s perspective in
the adoption of innovation. In Australia, findings from a report reveals that “security concerns among banks
and customers”, are keeping both away from Internet banking (ABF, 1997). O’Connell ?7?71996) narrated that
“security concerns” is a main reason for slow growth of Internet banking in Australia. Sathye (1999) identifies
Security is a burning issue and even one instance of adverse media publicity can damage consumer confidence
in the Internet Banking system. He further noted that information on security aspects needs to be presented in
simple and non-technical form.

When security and privacy concerns of the customer are correctly attended in time, then credibility is achieved
in the banking system (Aderonke and Charles, 2010). Customers who adopt Internet banking services are more
likely to perceive problems related to loss of privacy, as the Internet apparently allows outsiders to access their
private information easily ??Gattiker et al., 2000; ??ones et al., 2000).

Customers recognize a greater uncertainty when a transaction is carried out using the Internet and are very
worried about security when they opt to online context ??Casald, et. al., 2007). Potential customers expressed
Internet security, online banking regulations, customers’ privacy, and bank’s reputation as the most significant
future challenges towards adoption of online banking. Customers assign much more prominence to security than
to convenience or time-saving Thus, in order to improve the rate of adoption of online banking, the security issue
must first be addressed ??Laforet & Li, 2005; ?7hao et al., 2008).

In Sri Lanka also, security was identified as an influencing factor for the non-adoption of Internet Banking
(Hettiarachchi, 2014).

6 iv. Cost

Another factor that influences the consumer adoption of innovation is the price/cost factor. In the framework of
Internet banking, there are two types of costs-normal cost incurred for internet activities and the Bank charges.
Rothwell and Gardiner (1984) observes that "there are two fundamental sets of factors defining user needs, namely
price factors and non-price factors”. ??uarani and Little (1983), Gupta (1988), Mazursky et al., (1987) identify
“price’ ’as a foremost factor in brand choice. "Price factor” was emphasized as an important factor in adoption
and diffusion of innovation ??Howard, 1977). The Wallis Report (1997) identifies that for ”consumers to use new
technological advancement, the technologies must be reasonably priced compared to alternatives”.

Transaction cost economics theory suggests that people will choose the cheaper method to transact when
choosing between electronic or traditional services (Huang, 2002). Customers will not adopt a new financial
product unless it reduces their costs (Barczak, Ellen and Pilling, 1997).

According to Premarathne & Gunatilake (2016) cost of internet connections and cost of computers have no
influence on the adoption of Internet Banking in Sri Lanka.

v.

7 Resistance to Change

The fifth factor that affects adoption is that the existing mode of service or product delivery fulfils the customers’
needs adequately. In the context of Internet In a study conducted by Weerasekara & Abbey gnawer Dana (2011),
resistance to change was identified as the most affecting factor for the slow adoption of IB in Sri Lanka. In our
country, even now the customers have the habit of updating passbook frequently, within short interval, for the
purpose of confirming their balances when they use ATM cards for withdrawal. For them, the account balance
should available in a tangible form. In this scenario, adoption of internet banking will take a long way.

8 vi. Compatibility

Compatibility is the degree to which a new product or service is consistent and compatible with customers’
needs, beliefs, values, experiences, and habits. According to Tornatzky & Klein (1982), the compatibility concept
has provided a consistent explanation of technology adoption decisions. It is defined to capture the consistency
between an innovation and the experiences, values, as well as needs of probable adopters ??Rogers, 1995). An
important aspect of compatibility that customers are able to fit in services and technologies into their daily life
(Jayewardene & Foley, 1998; ?7ee et al., 2003; ?7hon & Swatman, 1998). Individuals are more willingly to adopt
an innovation in their routine when they find it compatible with their past experience, beliefs and the way they
are accustomed to work ??Agawam & Prasad, 1998; ?7ornatzky & Klein, 1982). Compatibility also expressed as
an indicator of how well the service or new technology fits with the way the customers manage and control their
financial assets and how it suits their present lifestyle.
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Internet banking has been viewed as a delivery channel that is compatible with the profile of the modern day
banking customer, who is likely to be computer-literate and familiar with the internet (Hettiarachchi, 2014).

vii. Access to Internet Availability of access to computers/Internet is a prerequisite for adoption of Internet
banking. Sathye (1999) says, the more widespread access to computers/

9 ix. Self-Efficacy

Self-efficacy is one’s belief or judgment on what he or she can do with the skill he or she possess within a particular
domain ??Bandura, 1977). Venkatesh and Davis (1996) suggested that many systems fail due to usability issues
where a key element of the problem could be users with "low self-efficacy’. Several studies have found relationship
between self-efficacy and adoption of technology. According to Venkatesh and Davis (1996), computer self-efficacy
plays a role as an antecedent of perceived ease of use. According to them when users do not have experience on
information system, their confidence in computer related abilities and knowledge can be expected to help as the
basis for his/her judgment about how easy or difficult a new system will be to use. When considering banking,
the term ’self-efficacy’ is treated as one’s confidence is having the knowledge and skill in using the computer and
the Internet, to perform banking transactions over the Internet (Podder, 2005). According to Chan and Lu (2004)
and Wang et al ?72003), self-efficacy indirectly influences intention through perceived usefulness, perceived ease
of use, and perceived credibility in the Internet Banking Context.

10 x. Distance to Bank Branch

As per the study carried out by to Premarathne & Gunatilake (2016), they found that IB is not an important
facility to many customers in Sri Lanka as bank branches located within close vicinity.

11 xi. Website

Lack of user friendliness of web-site reduces the rate of IB adoption in Sri Lanka (Jeyasiri & Kariyawasam, 2016).
So hail and Shanmugham (2003) mentioned that the proper navigational attributes, besides search facilities, have
a significant impact on customer perception of an Internet banking site.

12 III. Research Methodoloy

The main objective is to find factors those determine adoption of Internet Banking (IB). In this study, researcher
adopted qualitative method to gain deeper understanding on customers’ perspective on adopting IB as a new
technology provided by the banks. Adopting a qualitative approach provides richer detail for exploring viewpoints
in early stages of research, enabling the researcher to gain better initial understanding of the problem and to
indentify phenomena, attitudes and influences ??Maxwell, 1996).

Population under this study are bank customers in Jaffna District who have internet access, internet access
through any mode-smart phones, desktop PCs at home or even access at their workplaces. 30 bank customers
were selected by adopting purposive sampling method and interviewed them to get in-depth knowledge. Purposive
sampling was used because sample is selected based on researcher’s judgment on whether the interviewee has the
need for internet banking facility in their day-to-day life. Researcher wanted a diverse range of participants to
get much insight about Internet Banking among bank customers.

In this study, in-depth interviews were conducted to get deep knowledge about customer’s perspectives on 1B,
the benefits they enjoy or the problems they encounter being users or non-users by providing explanation wherever
necessary. Interviews were conducted at the workplaces for the employees. In this method, the researcher has
the benefit of identifying the nonverbal responses visually among interviewees and therefore be able to clarify the
intended question which will strongly contribute to identify the reasons for non-adoption, in. On average, each
interviews lasted about 20 minutes for adopters and 10-15minutes for non-adopters. Further, with non-adopters
the researcher has spent some minutes to explain them the facilities offered by IB in general, how to get the facility
and cleared some doubts of the customer based on her own IB experience. Rogers (1983) states that characteristics
that determine an innovation’s rate of adoption were Relative advantage, Compatibility, Complexity, Trial ability
and Observe ability to those people within the social system. Trial ability is defined as ”the degree to which an
innovation may be experimented with on a limited basis”. It allows the individuals to ”test drive” an innovation
before it is being adopted. The opportunity to conduct a trial may help to convince reluctant customers towards
using technological innovation ??Black et al., 2001). It was identified by Hemandez and Mazzon (2006) that
relative advantage control, compatibility with lifestyle, image, subjective norm, self-efficacy, relative advantage
of security and privacy, demonstrability and trial ability are influence to use Internet Banking.

Here, the data in the interview transcripts were systematically arranged accumulated to increase the
understanding of the phenomenon. The process of analyzing data mainly involves coding or categorizing the
data with the aid of NVivo 10 software.

13 1IV. Findings of the Study

The following steps were followed in this study to analyses qualitative interviews. (1) organizing data (2) First
Cycle coding (3) Second Cycle coding (4) building overarching themes in the data (5) ensuring reliability and
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16 V. ANALYSIS OF CATEGORIES CONCEPT 1: AWARENESS

validity in the data analysis and in the findings (6) finding possible and plausible explanations for findings (7)
an overview of final steps.

The data for the present study were collected by conducting in-depth interviews from 30 customers in Jaffna
District who have internet access. As given in Table 2, the respondents were grouped into four categories. Out of
them majority of the respondents are in the age group of 26-35 years. This may be due to the fact that majority
of working population who have frequent access of internet are falls under this category. When considering sex,
almost equal respondents are selected from male and female. Open coding was the beginning of the process of
assigning conceptual labels to the data. A concept is a labeled section of the data where a researcher identifies
it as significant to some facts that data represent. Concepts are deemed as abstract representation of events,
objects, actions and they allow researchers to group similar information to get better understanding of the data
(Khandhar, 2015).

For coding, the researcher followed a process that assigned code names to the data with a label that categorized
each piece of data ??Charmaz, 2006). The codes stayed closely related to the data. Researcher named the data
with a word that believed by the researcher represented the meaning of the participant.

There are a number of ways to do open coding. In this study, the researcher followed a line-by-line coding
of the transcripts, which is important to build concepts and categories ??Khandhar, 2015). This was the first
step in discovering patterns. Researcher used the viewpoint that coding breaks the data into manageable pieces
(Corbin & Strauss, 2008). Coding was done directly with the aid of software QSR NVivo-10. In this study, the
researcher has identified 130 initial codes.

14 b) Second Cycle Coding

In this process, the initial 130 codes were summarized to reduce smaller number of codes and thereby at the end
of the process, 51 codes were developed.

15 c¢) Concept Development (Categories)

After identifying 51 codes in Second Cycle Coding, researcher wanted to reduce the amount of data and provide
meaningful representation of the data. Therefore codes were grouped into concepts/ categories. Concepts are
the words that represent the main ideas in the data. All concepts, regardless of level, arise from the data (Corbin
and Strauss, 2008).

The concepts were given conceptual name that represented the ideas that were contained in the data (Corbin
and Strauss, 2008). To determine the conceptual names, codes were grouped which were similar. Researcher
went through several repetitions of grouping codes into categories. Then the connections between categories are
identified. The categories and their connections are the main result of the study (Kent Lofgren, 2012).

From the data, researcher arrived 9 concepts from the codes namely (1) Awareness (2) Ease of Use (3) Security
Concerns (4) Resistance to change (5) Managing with passwords (6) Demonstrability (7) Branch Density (8) Self-
efficacy and (9) Savings Culture.

16 V. Analysis of Categories Concept 1: Awareness

IB is an innovative product offered by Banks at present. Customer adoption or non-adoption of IB begins with
when the customer becomes aware of the product. The availability of such as facility should reach the customers.

In the interview process, it was found that Adopters are aware of IB product. They know the product up to their
requirement level. Balance enquiry, fund transfers, paying Credit Card, setting mobile bill payment, electricity
payment, insurance premium payments, regular payments of special investment accounts, fund management
within their own accounts are the functions adopted by Adopters in Jaffna.

Adopters became aware of the product through canvassing by the Bank Officials, word-of-mouth from friends
& colleagues (Ashtiani & Iranmanesh, 2012).

When consider Non-adopters, 40% of them are not ware about IB. Even some customers have never heard
the word ”Internet Banking”. A few respondents showed surprise when getting to know that they can pay their
utility payments through IB. But the bitter truth revealed from Non-adopters who are not using IB due to lack
of awareness is, their Bank Officials not informed about IB product. According to them, no canvassing made by
the Bank. As per NVivo coding, higher number of codes falls under this factor and therefore ”Awareness” has
been identified as one of the key factor in determining customer adoption of IB.

Concept 2: Ease of use ’Easy to use” is one of the reasons whether a customer is adopting a new technological
advanced product/service. If customers perceive IB is very difficult to operate and it is much complicated
requiring more technical skills, then they will not use that product/ service. Since the IB interface provides ”
point and click” options, all Banks created user-friendly operations system by providing drop-down list for all
category of expenses, fund transfer types, customers perceive it as a very comfortable zone to operate. From
the study, all Adopters agree that IB is easy to operate; there was no any dissatisfaction from them regarding
usability. Accessing the account from anywhere -at home or office or on the go, and able to access anytime across
24 hours a day are the added more value to the customers which make Adopters feel more easy and persuade
them remain using.



337
338
339
340
341
342

343

344
345
346
347
348
349
350
351
352
353
354
355

356

357

358

359

360
361

362

363

364

365

366

367

368

369

370

371
372

373

374

375

376

377

378

379

380
381

When Non-Adopters are concerned, the reason for Non-Adoption is not because of "Difficult to use”. Even
few earlier adopters who have turned into nonadopters not sited that ”Difficult to operate” is the reason for
declining IB. So, "Easy to operate” persuade Adopters to remain using the IB facility whereas it have no any
impact among Non-adopters.

When considering NVivo coding, this factor has been identified as one of key determinants of IB adoption by
having higher number of codes.

17 Concept 3: Security Concerns

In the interview, the participants much talked about security issues. Majority of the adopters believe the online
security protocol of their banks. Even, a few adopters still have a suspicious eye over security of their transactions.
For Non-adopters, security is a major problem. Non-adopters and a portion of adopters fear that their User ID
and the password for the Internet Banking (IB) will trace by online hackers and they will misuse the same. All
customers believe their Banks despite State Banks or private banks, and trust the security infrastructure of the
banks. The threatening issue for them is the Hackers.

Apart from online Hackers, some adopters and non-adopters believe that their User ID and password also will
be misused by their family members, friends and even colleagues at their work places.

An example from interview data, majority of the adopters have trust on security over the transactions carried
out over IB, they trust the service providers and adopting IB as a satisfied customer. An Admin-Finance Assistant
of an UN Agency, express that she is not worried about security issues on IB as follows:

”Security no matters for me. I don’t bother about security. I believe the security protocol of the Bank.

18 So far, I never hesitate to do any transactions through web. I
frequently do online shopping and pay my bill through credit
card. So far, I have not encountered any problems?7?..77
(Adopter)”. [Transcript 1: Line 149-153]

When compared to the above adopter, an Executive of a leading private insurance company has little worry on
security of his transactions and shared the researcher how he overcome this issue.

19 I have little fear about security of my money. To safeguard
my funds, I’m not using my salary account as the key
account in IB (anchor account) for funds transfer. What
I have done in the past is to transferring funds from my
key salary account to another secondary account which was
opened intentionally for IB and using the balance lying on
that secondary account for funds transfer, utility payments,
credit card payments (Adopter)” [Transcript 25: Line 131-
135]

Providing similar concerns over security, a user of IB who is an Accountant for an INGO express his concerns
over security as follows:

20 ”Though there are a lot of IT developments and the banks
are fast adopters of IT, I perceive IB carries itself little
insecurity. So, I think it is the user’s responsibility to take
care of their account, preserve passwords. What I’'m doing
is, after using IB on my desktop PC at the office, I delete
the browsing history in my PC (Adopter)” [Transcript 10:
Line 121-124]

Fear on hacking user ID and password was highlighted as a key issue for non-adoption expressed by women who
is working as an Educator.
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24 ”AFTER SOME PERIOD OF USING IB, NOW I FORGOT MY
PASSWORD, I HAVE NO TIME TO VISIT THE BRANCH TO REACTIVATE

PASSWORERmHASSWORRS AR BEINGUSED vl WORKBLEAGES mT ssword
ACEESSHBOMEsWEBSITESysS0 @1 AL MEDPAicBANKING S SEREHOW MUK

O PRYSWOIRDSIWE HAVE'STO REMEMBER? (NON-ADOPTER)”.
LTﬁ] eﬁ%%]:ﬂlfigtfr %gINEﬁV(ﬁhnfﬁgs i]?a,?JBanks should enhance their prevailing security ‘systems, he seeks
na Ati ns fik

vanced user idéntification mechamsms ’finger prints "and "voice recognitions”

21 I think, the bank should give us an assurance about its
security. Without any assurance, I cannot adopt it blindly.
Bank should develop a system to confirm that the real user
has logged on and using 7?7 (Non-adopter)” [Transcript 8:
Line 122-125]

In contrary to the above women Non-adopter, a male Non-adopter who functions as a Programmed Coordinator,
states that there are other reasons for him for Non-adoption of IB. But he strongly agrees that IB is secure.

22 ”For me, security of IB not a matter, IB has been tested
already in Western World and we Asians are practicing now.
So, security is not an issue, I believe the security protocol of
banks over IB (Non-Adopter)”. [Transcript 9: Line 111-112]

In Vivo coding, next to ”Awareness” and "Ease of Use” this factor has been identified as the one of the key
element in determining customer adoption of IB. Figure ?7?7.4 shows visual representation as how security has
been identified in NVivo 10.

23 Concept 4: Managing with Passwords

Nowadays, due to increased usage of internet and development of Technology, people have to manage a lot of User
Names and Passwords for their personal activities such as online shopping, access to social media (Face book,
Twitter etc), registering themselves as members for certain magazines, to access certain websites as members
etc. As per the recent survey carried out in London, it was found that average person has at least 19 passwords
and 21 online profiles (Daily mail, 18.06.2015). Though there was not that much development in Sri Lanka and
in Jaffna, the researcher has found one surprising reason for Non-adoption of IB. Quite number of respondents
says the reason for Non-adoption is two-factor (two-step) authentication and there is a mandatory requirement
to change the password once in three months for certain banks. Some banks have developed their IB application
which requires passwords complying certain requirements-both string and numeric value.

Though the two-factor authentication of passwords and the mandatory requirement to change the same once
in three months is to provide utmost security for the customers, from customers point of view it seems irritating.

An Executive of an Insurance Company says the reason for his non-adoption at present (though used the
facility for a certain period) is that he has forgotten the password.

24 ”After some period of using IB, now I forgot my password, I
have no time to visit the branch to reactivate that??7777..at
present, we have to remember a lot of passwords. Passwords
are being used at workplaces, to access some websites, social
media, banking. See, how much of passwords we have to
remember? (Non-Adopter)”. [Transcript 25: Line 123-127]

A Development Officer explicitly showed his angry on password reminder alerts in IB platform as follows:

I have irritated about the reminders asking me to change the password in 3 months. There are two passwords,
one for log in and the other for transactions. Passwords should have LETTERS and NUMBERS with minimum
8 characters, so it’s difficult to remember. Changing both passwords once in three months is another headache.
Not only headache, it takes time to find new password which i can easily recall. So I stopped using that (Non-
adopter)”. Similarly, a senior library staff also shared her views on password management as follows:

An Accountant of INGO comments that changing password in the midst of his busy schedule is a burden for
him.
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25 ”This feature not a pleasant arrangement for me, it irritates
me a lot when I log on into IB in the midst of by busy
work schedules, a time consuming task. My Bank??. lacks
behind as far as user friendliness is concerned (Adopter)”.
[Transcript 10: Line 109-111]

Views of busy businessmen were aired as follows:
"The system asks me to change the password once in 3 months. 77t In NVivo coding, "Managing with
Password” has been identified as one of the important factor in determining customer adoption of IB.

26 Concept 5: Resistance to Change

From the interview, it was clearly expressed by Non-adopters that they are satisfied with existing mode of banking
services delivery. For most of Non-adopters, withdrawing cash from ATMs and instant SMS balance confirmation
after withdrawal are sufficient.

A Management Assistant from a Govt Dept express that continuing her existing way of banking (i.e. visiting
branches) is not a difficult task for her and wishes to follow what was practiced so far which is more familiar to
them.

27 7I’m satisfied with the present way of doing my bank
transactions. Visiting bank for the purposes other than
ATM withdrawal is not a difficult task for me. I used to
bank like this and continuing the same will not be a problem
for me?.?7?7?7Rather than switching into the unknown thing,
it’s better to continue the existing practice (Non-Adopter)”.
[Transcript 19: Line 107-112]

The above statement also supported by a Medical Laboratory Technician as follows:

”So when the salary is credited to may account, I came to know without visiting the bank. Not only for
personal transactions, in business is environment also, traditional way of banking still adopted in Sri Lanka. An
automobile company in Colombo still prefers cheques from its customers who are spread all over the districts.
A businessman in Jaffna who obtained dealership for motor bike spare parts says his Colombo based Supplier
demands postdated cheques for items supplied. Though IB provides quick transfer of funds and it does not
require any cheque clearing mechanisms, Cheques remains as the most preferred mode of transactions.

"My suppliers prefer a tangible document for payment. I mean, they prefer cheque. If I issue cheque, then I
will be a physical evident that I made payment................. Even they don’t accept the carbon copy of the deposit
slip?? So, if I paid via IB, then there will not be a physical evidence to the Supplier, he has to check his account
and confirm that the money has been credited to his account.

28 They don’t prefer this mechanism. They wish to follow what
was in practice so far (Non-Adopter)”. [Transcript 12: Line
121-128] Concept 6: Demonstrability

If customers are given the chance to try the innovation, it will minimize certain unknown fears, they will feel
comfortable with the innovation and thus be more likely to adopt it. IB is an Innovative Product offered by
Banks. During the interview, Non-adopters of IB claimed that they don’t know how to operate IB. Learning
it by doing is not easy for all, ability of selflearning differed from person to person, and it is based on their
educational and job background. Non-adopters perceive that IB will require high technical skills which they
don’t possess. These customers emphasized if the bank provide them a demonstration as how to operate it, then
they are prepared to use it.

During the interview process, a lecture said that she encountered problem in her 1 st log-in. According to her,
IB webpage of the page requested to change her User Name and the Password in the 1 st log-in. So, the changing
password is the first activity she has done in the site. As it went wrong, she has given up her idea to using IB
after get the facility from the bank.

” The same experience of the above also expressed by a business men and staff working Travels Agency. Both
have problems in 1 st log-in and then sorted out with the help of bank staff during their 2 nd visit to the bank.

A lady registrar of University shared as one of her reason for non-adoption is time limitation required for
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30 ”I DON’T HAVE CONFIDENT THAT I WILL ENTER CORRECT
ACCOUNT NUMBER AND DOING TRANSACTIONS CORRECTLY IN IB.
IF I HAD MADE ANY MISTAKES, THEN MY MONEY WILL GO
SOMEWHERE ELSE. IT SEEMS MANY PRECAUTIONS ARE REQUIRED
?7277.. (NON-ADOPTER)” [TRANSCRIPT 3: LINE 126-128]

” Density of branches (number of branches per capita) serves the population in the war affected area in many
ways. The key benefit is to provide credits for rehabilitation and reconstruction which in turn maximize bank’s
profit also. To penetrate a new product or service like Internet Banking, a number of bank branches will do
mobilization fantastically with personal touch of customers. But in reality in Jaffna, higher density of branches
contributed negatively for the promotion on IB. During the interview, respondents expressed that they have
ample number of bank branches in their area, so access them is very easy. For those, rather than adopting IB,
they can easily perform the same tasks thorough large spread of branches. If availability of branches is limited
and they are located very far, they may think of adopting IB. But in Jaffna, density of branches are very high
compared to other parts of the country, and all branches are connected to online, customers can either approach
their branch where they have account or the same transaction can be performed by any of its branch due to
linkage of online. A Development Officer of Govt Service states as follows:

”Since all banks provide online banking facility, any transaction can be done at any branch, I don ?? Due to
high density of bank branches, some banks in Jaffna adopting door-to-door banking to collect deposits. People
who are familiar this method, will prefer brick-and-mortar banking rather than virtual IB. A young graduate
shared his views as follows:

”What I personally feel that, there are a lot of bank branches in Jaffna. The branches are located within close
proximity to our residence. Even now some banks are ready to come home to collect deposits. In this scenario,
people will choose branch banking which is now become very easy access. Also this will be the most familiar
mechanism for our people; people will select their familiar methods rather than unfamiliar IB (Non-adopter)”.
Close proximity of branches after the war made branch banking very easy and for this reason a Registrar says
has not thought of adopting IB.

”Bank branches are close by to access nowadays. Not like during the war. Now, after end of the war, there
the branches is not a time consuming task (Non-adopter)”. Another point also to mention here is that Jaffna
has limited population, preferred mode of transport for most people is motor bikes, people could easily move
anywhere without any traffic jams and not to consider about parking facility like in cities. Due to these reasons,
working population in the region could able to perform their banking transactions during their lunch breaks.
High density of branches contributed this habit.

29 Concept 8: Self-Efficacy

As far as IB in considered, Self -efficacy is all about an individual’s confident in having the skills in using computer
and the Internet, which is more inclined to adopt Internet Banking (Tan and Teo, 2000). During the interview
process, it was found the people have sufficient knowledge in computer operating system and browsing internet,
but the they have lack of confidence in their skills when the applying the same in IB. Since IB is related to money,
they think any wrong entries will divert their money to somewhere else. So they themselves rank their skills at
low level and not come forward to adopt the new technology. Due to lack of self-confidence, respondents are not
adopting IB without carrying out a single transaction.

Lack of confidence is seen among respondents irrespective of their educational level. A senior library staff
frankly says that she don’t have confidence in using IB without making any mistakes.

30 ”I don’t have confident that I will enter correct account
number and doing transactions correctly in IB. If I had made
any mistakes, then my money will go somewhere else. It
Seems many precautions are required ?7?7.. (Non-adopter)”
[Transcript 3: Line 126-128|

A business man heavily using cheques for his transactions expresses his concern as follows:

”As you said, if the IB is very easy, I can consider the same in future, but I'm much scared whether I can
correctly do the transactions. I don’t have much confidence over my ability to do this. If I put wrong account
number, then money will be credited to somewhere else. I'm often make mistakes, sometimes making errors
writing cheques. If I made same mistakes in IB, then it’s another burden, go to the bank to get it rectified
(Non-adopter)”. In supporting the above statements, a lecturer shared her views which explicitly show her lack
of selfefficacy.

”I don’t have the confident that I will do IB in a right way. Suppose I enter a wrong account number or add
one more digit, either my money will reach wrong account or more money will be deducted from my account. ?..
It’s an unnecessary work for me in the midst of my heavy work load (Non-adopter)”. Considering codes developed
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31 Concept 9: Savings Culture

In Sri Lanka, people of North have been well recognized for their habitual savings culture. People in Jaffna tend
to save more. When conducting interviews, the respondents revealed an unexpected answer towards adoption of
IB among Non-adopters.

Non-adopters perceive if they start to use 1B, then their savings balances will reduce very fast. When those
people choose branch banking the task will be time consuming and the people will perform if it is necessary
only. In contrast, since the IB can be performed the moment they took a decision to spend, the money will be
deducted from their account. There is no time gap between a decision to spend and the transaction real time.

A lady expresses her highly concern about her savings balances as follows:

”IB is like a credit card, in credit card transaction we are compelled to purchase necessary as well as unnecessary
things also. The purchase will end once the credit limit is over. Likewise, in IB, as far as funds are available
in the savings account, we can do any transactions. My savings will be finished very quickly. As far as we take
quick decisions to use the money, the money on IB will be also be utilized very quickly. But if it is manual
banking there will be a time gap between the decision to spent money for a specific purpose and the transaction
real time. On that gap, we may revise our decision that cannot be possible in IB (Non-adopter)”. [Transcript 15:
Line 109-115] While agreeing the above point, a young graduate adding more that if his friends aware that he
is using IB, then there will be frequent request from them requesting small financial help like fund transfer and
mobile top-ups. Automatically balance lying in savings will be wiped off.

32 ”As far as funds are available, I will automatically use IB
facility for unnecessary and not urgent transactions??.. If I
managed to deal with the currency, all expenses are within
a limit (Non-adopter)”. [Transcript 9: Line 116-120]

Exhausting available savings is not a criticism by personal users, young businessmen also commented in the same
way. This business men is not maintaining proper ledgers for his business like majority of business men in Jaffna,
but according his pattern of fund management, IB will lead to bear unnecessary expenses. His statement is given
as follows:

”If T used to carry out transactions via net banking, then I will become addicted on that. I will utilize all
the available money on my bank account. But if I managed to do business with the available liquid cash on the
drawer, then my expenses are limited. I think this is a good habit, to spend what is available to me. I don’t know
whether it’s right or wrong, I prefer this fund management (Non-adopter)”. In NVivo coding "Savings Culture”
has not been identified as the key element in determining adoption of IB, but it has impact on IB adoption.

33 VI. Conclusions

The main objectives of this study are to explore and understand the factors determining the adoption of Internet
Banking by (adopters and non-adopters) customers. From the analysis, the researcher come up with the
conclusion that here are several factors that need to be considered and it is the duty of banks to make sure
that customers are well aware of this product and start using.

Awareness and Ease of Use and trust on Security are the main factors persuade Adopters towards using IB
application. Adopters have trust on Security and perceive it positively. But security has become a major concern
for Non-Adopters and thereby ignored product as the transactions are unsecure. Non-Adopters did not believe
that bank will protect their transactions. In this case, banks need to build confidence about internet banking.
Awareness on IB such as convenience, 24 hours availability, time savings contributes positively towards using
by Adopters whereas lack of awareness hinders Non-Adopters towards to have a trial on IB. It reflects Internet
Banking, as an innovative product not marketed properly by the Banks.

Apart from lack of awareness, Resistance to change, Demonstrability, Branch Density, Self-efficacy and Savings
Culture are the other factors that affect Non-Adopters towards adopting of IB in Jaffna.

Managing with Passwords is emerging as another concern for both Adopters and Non-Adopters. Since the world
is moving towards digitization, managing with multiple levels of user names and passwords become cumbersome
task. ”"Branch Density”, "Managing with Passwords”, and ”Savings Culture” are new to the existing literature.
No of branches increased suddenly to capture existing gap in the market in Jaffna, but this spread now in turn
hinders for Internet Banking Adoption, feel some customers convenient with ”"branch banking” model.

34 VII. Implications

The findings of this study have important implications for research and banks that are currently offering Internet
Banking service as well as banks that are planning to offer such service.

Theoretical Implications: The purpose of this study is to add value to the body of knowledge about diffusion
of innovative banking products. When technology is advancing fast and the applications of the same is applied
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35 VIII. SUGGESTIONS FOR FUTURE RESEARCH

creates some complications in customers. From this study, it was found that managing with passwords is one of
the influencing factors for adoption of Internet Banking, which is, so far not identified in the previous studies.

Further, it was found from the study that branch expansion strategy of a Bank should coincide with the
geographical coverage and population. High density of branch networks negatively contributes for digitization of
banking activities; thereby Banks cannot achieve expected operational cost reductions.

Managerial Implications: Findings of this study have some managerial implications in banks, ranging from a
strategic policy formulation level to a practical operational level. Though product design of Internet Banking is
meets the expected standards, the entire branch networks have failed to popularize the product among customers.
Banks follow same marketing strategy to popularize Savings products, loans products as well as digitalized
products. They need improvements in IB service delivery. During the digitalization era, Banks needs reconfigure
their branch networks to provide digitalized services as well as physical facilities, a combination of "Digical”.

35 VIII. Suggestions for Future Research

As IB facility is still relatively new to Jaffna, future studies should incorporate this measure after a while that
the number of IB customers has reached a critical mass. In this way, a more comprehensive investigation on the
effective factors that determining adoption of IB services can be conducted.

From the study, it was found that high density of bank branches affect adoption of IB since customers feel
convenient with traditional bricks-and-mortar banking. So a comprehensive study can be conducted to measure
the effect of branch density on IB adoption.

In this study, managing with password has been identified as a new factor in IB adoption which was not
identified in previous researches carried out in the world. Hence, a further study to be conducted to measure
whether it as an emerging problem of digitalization across the world or else it denotes incapability of Jaffna
people.

And finally factors identified in this qualitative study to be further studied quantitatively by conducting
Exploratory Factory Analysis (EFA) and Confirmatory Factor Analysis (CFA).

1
2008 2015

[Note: (Source: Survey data, Statistical Hand Book of JaffnaDistrict-2016) |

Figure 1: Table 1 :



banking, ATMs, mobile banking, and the extended
branch networks (brick and mortar branches) are the
existing modes of financial service delivery. Adoption of
new technologies often comes across a certain amount
of resistance to change from present ways of operating
(Sathye, 1999). Quinn and Mueller (1982) notes "human
beings what they are, threatened to be resistance to
change”. Daniel (1999) also quotes ”a high level of
customer inertia in changing their established banking
arrangements”. For customers to change present
(familiar) ways of operating and to switch new
technology, it must ”fulfill a specific need”

Year 2018  (Wallis Report, 1997). Unless such a need is fulfilled, consumers may
not be prepared to change from present ways of operating.
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Figure 2:

Male Sex Female Total
<=25 years 1 2 3
Age 26-35 years 36-45 114 83 197
>55 0 1 1
Total 16 14 30
Source: Primary Data
a) Open Coding (First Cycle Coding)

Figure 3: Table 2 :
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