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Abstract

The emerging technology has made a phenomenal growth of the Internet which has
changed the pattern of organizations performing their business with customers. The
banking industry could not survive without accepting the growth in technology. In
order to gain competitive advantage, the banks have introduced internet banking
services. However, the customers have not adopted this concept as the banks
expected. Literature available in that issue shows a wide range of variations in the
understanding of internet banking adoption in different context confirming the
inherent nature of such behavioural issues. In the Sri Lankan context as well such
variations is available and a shortage of knowledge is available on the impact of
factors affecting the internet banking adoption by bank customers. Consequently, the
purpose of this study is to identify the factors which impact on internet banking
adoption in Kurunegala district having the third largest population density in Sri
Lanka. Available research in the Sri Lankan context in this regard is mainly focused
on western province. A conceptual model was developed with the support of available
literature. Structured questionnaire was administered to collect data from 200 Internet
banking customers in Kurunegala district through convenience sampling. Descriptive
statistics, correlation analysis and regression analysis are used in the data analysis.
This study found that perceived ease of use, perceived usefulness, security, perceived
risk and social influence have impact on internet banking adoption in Kurunegala
district. Further results of multiple regression analysis reveal that most significant
predictor was social influence. This study recommends that banks should use
awareness programs to increase social influence and provide knowledge to the
customers regarding the usefulness of internet banking service than using other
banking channels such as mobile and traditional banking.

Keywords: Perceived Ease of Use, Perceived Risk, Perceived Usefulness, Security,
Social Influence, Internet Banking Adoption
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1. INTRODUCTION

Internet banking is one of new trends
that banks increasingly respond
(Fernando, 2016). The Internet
banking service can play a major role
in banking industry which makes
customers easier to perform their day
to day banking transactions with
finger tips without visiting to the
premises of banks. As a matter of fact,
internet banking service in banking
industry is a very fast-growing trend in
developed countries (Yeow, 2010).
Since the Internet banking service is
fast growing and expanding, the low
usage rate on internet banking service
still exist in the Sri-Lankan banking
industry (Kariyawasam & Jayasiri,
2016). Banks try to improve customer
adoption in internet banking but
customers do not use it in a sufficient
way. Although few studies were
carried out in order to address that
issue, a mix of results can be seen
regarding the causes or factors
affecting the internet banking
adoption in the Sri Lankan context
(Dasanayaka & Mahesh, 2016;
Mangalee, & W.ijenayake, 2017).
Hence, still there is a gap in our
knowledge on the factors that may
have impact on the adoption of
internet banking service in specific
context like Kurunegala district.
Further such understanding would be
highly useful in promoting internet
banking service and there by retaining
valuable customers. As well as it
would provide valuable knowledge
and information to banks, service
developers and software engineers to
enhance customers’ intention to use
internet banking service in the future.
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Therefore, the aim of this research is
to identify the determinants of
customer adoption of internet banking
and their impact on internet banking
adoption with special focus to
Kurunegala district.

Internet banking

Internet banking is, “to give customers
access to their bank accounts via a web
site and to enable them to enact certain
transactions on their accounts, given
compliance with stringent security
checks” (Essinger,1999). Internet
Banking allows customers to conduct
financial transactions on a secure
website operated by their retail or
virtual bank, credit union or building
society. This is usually conducted
through a personal computer that
connects to a banking web site via the
Internet. Internet Banking can also be
conducted via wireless technology
through  both  personal  digital
Assistants and cellular phones.

Ability to transfer money between
accounts, bill payments, pawning
inquiries, loan requesting, view
statements and perform other financial
transactions over the Internet. Internet
banking as the delivery of banks'
information and services by banks to
customers via different delivery
platforms that can be used with
different terminal devices such as a
personal computer and a mobile phone
with browser or desktop software,
telephone or digital television
(Eriksson, 2007).
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Customer internet

banking

adoption of

Individual’s decision to become a
regular user of a product which may be
an innovation in form of a good,
service or idea or consumer adoption
is the process of consumers use to
determine whether or not to adopt an
innovation. Among the different
models that have proposed, in the field
of IT adoption and usage, the
frameworks of dominating literature
are such as the Technology
Acceptance Model (TAM) by (Davis,
1986) adapted from the Theory of
Reasoned Action (TRA) (Ajzen &
Fishbein, 1980) appears to be the most
widely accepted among information
systems related researchers.

According to Rogers (1995) the theory
of Diffusion of innovation was to
mention the foundation for conducting
research on innovation acceptance and
adoption. Rogers did diffusion studies
and finally build “Diffusion of
Innovation” theory for the adoption of
innovations through individuals and
organization. The basic Technology
Acceptance model tested and included
two important variables like perceived
usefulness and perceived ease of use.

The external variables in the TAM are
influenced to the belief of the person
towards a System. Venkatesh and
Davis (1996) formed the final version
of TAM (See for example,
Venkatesh,2000).
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Factors Impact on Internet banking
adoption

The researcher discovered several
factors that impact on internet banking

adoption in terms of perceived
usefulness, perceived ease of use,
security, perceived risk, social
influence.

Perceived usefulness

Perceived usefulness is one of the
critical elements of TAM. There are
various number of definitions have
been given for the term usefulness.
According to the earlier studies,
suggested that there is a positive
relationship  between  Perceived
usefulness and intention to use
(Wang,et al, 2003). Using a particular
system will enhance one’s job
performance (Davis-1989).

The perceived usefulness with the
adoption of information technology
has a positive effect (Safeena, Date
and Kammai, 2011).Therefore; it is
highly predictable that people use
Internet banking services because they
find it useful. The degree to which a
person believes that using a particular
system  would enhance their
performance” (Dholakia & Dholakia,
2004). It is clear that new technology
should be cost effective than the
prevailing method in order to make a
choice to adopt new technology.
(Davis,Bagozzi and  Warnshaw,
1989).
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Perceived ease of use

Perceived ease of use means the
degree to which an individual
believes/ thinks that using a selected
system would be free from mental and
physical efforts. Davis (1986)
suggested that the Technology
Acceptance Model (TAM) shows the
power of ease of use in technology
adoption. Specifically, Davis defined
ease of use as the degree to which a
person believes that using a particular
service would be free of effort (Davis,
1989). According to Venkatesh
(2000), the perception of use is an
important determinant of user’s
intention to use something that related
to the Internet applications. Base on
Eriksson et al., (2005) “ease of use” is
one of the main determinants of
popularity of usage. They reviewed
the ease of use as one of the
determinants that should not neglect
its relationship with technology
anxiety. Thus, Adoption of Internet
banking is more likely to occur if the
process of usage is easy for customers.

Security

Security is one of the very valuable
factors in determining the intention to
use of Internet banking. Internet
banking faced with this particular
issue and it leads to reluctance of
Internet banking usage. People still
have a weak understanding of
managing the use of e-banking
facilities at the best conduct of
practice  (Pikkarrainen et al,
2004).0ne of the major influencing
factors around the establishment and
use of new technologies for financial
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transactions is that of security and
trust (Brown et al., 2001).The need for
security of personal details and
financial information is therefore
critical to the success of Internet
banking.

Perceived risk

Perceived Risk refers to the degree of
uncertainty about the benefits of
Internet banking (Priya, Gandhi, &
Shaikh, 2016). Luo et al. (2010)
mention that there were four
dimensions including in perceived
risk.

Social Influence

Social influence also appears to have
an impact on perceptions about the
innovation in  voluntary settings
(Venkatesh, Morris, Davis & Davis,
2003). That is social networks and
position of the adopter in them has a
strong influence on  adoption.
Furthermore, Social Influence could
study from personal influence.
According to Baines et al. (2013)
defines, Social Influence is a
phenomenon-explaining customer
imitating behavior studied from social
learning.

Research Framework

Based on the literature, the following
conceptual framework has been
developed.
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Figure 1. Conceptual Framework

Based on the research framework,
following hypothesis were developed
to answer the research questions.

Hi: There is a significant relationship
between perceived usefulness and
adoption of internet banking in
Kurunegala district in Sri Lanka.

Hz: There is a significant impact of
perceived ease of use on adoption of
internet banking in Kurunegala district
in Sri Lanka.

Hs: There is a significant relationship
between perceived ease of use and
adoption of internet banking in
Kurunegala district in Sri Lanka.

H4: There is a significant impact of
perceived usefulness on adoption of
Internet banking in  Kurunegala
district in Sri Lanka.

Hs: There is a significant relationship
between security and adoption of
internet banking in Kurunegala district
in Sri Lanka.
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He: There is a significant impact of
security on adoption of Internet
banking in Kurunegala district in Sri
Lanka.

Hy: There is a significant relationship
between perceived risk and adoption
of internet banking in Kurunegala
district in Sri Lanka.

Hg: There is a significant impact of
perceived risk on adoption of Internet
banking in Kurunegala district in Sri
Lanka.

Ho: There is a significant relationship
between social influence and adoption
of internet banking in Kurunegala
district in Sri Lanka.

Hio: There is a significant impact of
social influence on adoption of
internet banking in Kurunegala district
in Sri Lanka.

2. METHODS
Sample

The population of this study is the
banking customers in the Kurunegala
district. For this study, the researcher
was unable to consider a random
sampling technique due to the absence
of a sample frame for research
purposes in the industry.
Consequently, convenience sampling
method was employed for the purpose
of study. Convenience sampling (also
known as availability sampling) is a
specific  type  of non-probability
sampling method that relies on data
collection from population members
who are conveniently available to
participate in study. The researcher
selected 200 internet banking
customers in the Kurunegala district
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using convenience sampling technique
for the study.

Instrumentation

Variables considered in the model
were measured using  standard
instruments (Venkate- sh & Zang,
2010; Aboelmaged & Gebba, 2013;
Luarn & Lin, 2005; Yu, S.2009; Priya,
Gandhi & Shaikh 2018; Chiu, Bool &
Chiu, 2017). For this research, both
primary data sources and secondary
data sources were used in the data
collection. Form of questionnaire is
used as the main instrument for data
collection. The survey questionnaire
comprised two sections as part A and
part B. Part A of the questionnaire
contained questions relating to
demographic factors such as gender,
age, education qualification and so on.
Part B included questions relating to
five independent variables and the
dependent variable.

3. RESULTS

The data analysis of this research
conducted through SPSS version 21.
Mainly this research used the Pearson
correlation and the regression
analysis. Reliability analysis also
tested to assure the reliability of the
questionnaire. 200  questionnaires
were returned marking 76% response
rate. Necessary action has made with
regard to the incomplete
guestionnaires and normality test was
conducted and assured that data were
normally distributed.

Initially, the researcher analyzed the
demographic data to get an idea
regarding the respondent profile.
Where, the age, gender, educational
gualifications, income level of
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respondents were analyzed. The
survey consisted with 130 male
respondents and 70 female, where
majority of them were around the 26-
35 age group. Most of respondents
were work at private sector with
diploma level qualification. Most of
the people used internet banking
service for period of 1-3 years and bill
payment facility was the most
preferred facility enjoyed by the
respondents

Reliability test is used to assess the
inter item internal consistency of
instruments.  According to the
Cronbatch’s alpha value, perceived
usefulness, perceived ease of use,
security, perceived risk, had good
reliability because the Cronbatch’s
alpha value is ranged from 0.70 to
0.80. And the values of social
influence, and internet banking
adoption had very good reliability
because alpha value is ranged in
between 0.80-0.90. Therefore,
reliability of all the instruments were
at accepted level.

According to the mean values of
perceived ease of use, perceived risk
and social influence were 3.8760,
3.7775 and 3.6263 respectively and
these values were neared to the ‘agree’
side in the five-point Likert scale.
Mean values of perceived usefulness
and security were 4.0240 and 4.2888
respectively and are headed to the
strongly agree side of the Five-point
Likert scale. However, all the mean
values were represented by positive
side. Standard deviation of perceived
usefulness, perceived ease of use,
security, perceived risk and social
influence were 0.4829, 0.46960,
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0.55144, 0.40629, and 0.6072
respectively

The Pearson’s Correlation is used to
analyze the relationship between
independent variables and dependent
variable. To support the hypothesis,
the p-value of the r-path coefficient
should be significant at the 0.05 level”
Yu (2009). Considering the Pearson
Correlation value, it can be identified
the strength of the relationship. If
Pearson Correlation value is positive it
indicates that there is a positive
relationship between two variables, if
it is negative it indicates negative
relationship ~ between  variables.
According to the analysis all the
independent  variables namely
perceived usefulness, perceived ease
of use, security, perceived risk and
social influence showed positive
relationship with the internet banking
adoption  with  marking highest
relationship by the variable of social
influence (See table 2).

Table 1. Regression Analysis

Std.

Model | ® | g2 | Adusted | Errorof
R square the

estimate
1 B70 | 449 | 435 6275

There is .670 R value. The value of
(R?) of the regression model was 0.449
which means 44.9% of the total
variance in the internet banking
adoption is explained by the model.

In regression analysis, unstandardized
coefficient indicated that how much
the dependent variable varies with an
independent variable when all other
independent  variables are held
constant and following table 2 showed
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the outcome with regard to the
hypothesis testing.

Table 2. Summery of Hypotheses
Testing

Hypotheses Accepted /
Rejected

H1: There is a
significant relationship
between perceived
usefulness and adoption
of internet banking in
Kurunegala district in
Sri Lanka.

Accepted

(r=0.376,p<0.01).

H2: There is a
significant Impact of
perceived ease of use on
adoption of internet | Accepted
banking in Kurunegala
district in Sri
Lanka.(=0.594,p<0.01)

H3: There is a
significant relationship
between perceived ease
of use and adoption of
internet  banking in
Kurunegala district in
Sri Lanka.

Accepted

(r=0.356,p<0.01).

H4: There is a
significant Impact of
perceived usefulness on
adoption of Internet | Rejected
banking in Kurunegala
district in SriLanka. (B
=0.199,p>0.01).
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H5: There is a
significant relationship
between security and
adoption of internet
banking in Kurunegala
district in Sri Lanka.
(r=0.378, p<0.01).

Accepted

H6: There is a

significant Impact of

security on adoption of

Internet  banking in | Accepted
Kurunegala district in

SriLanka.

(p =0.312,p<0.01).

H7: There is a
significant relationship

between perceived risk

and adoption of internet Accepted
banking in Kurunegala

district in Sri Lanka.

(r=0.379, p<0.01).

H8: There is a
significant Impact of

perceived  risk  on

adoption of Internet | Rejected
banking in Kurunegala

district in Sri Lanka.

(B =0.372,p>0.01).

H9: There is a
significant relationship

between social influence

and adoption of internet | Accepted
banking in Kurunegala

district in SriLanka.

(r=0.463, p<0.01).

H10: There is a | Accepted
significant Impact of
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social influence on
adoption of internet
banking in Kurunegala
district in SriLanka. (B
=0.365,p<0.01).

4. DISCUSSIONS

The research study was conducted to
identify factors impact on internet
banking adoption with  special
reference to the Kurunegala district.
The results showed that there is
positive relationship between
perceived usefulness and internet
banking adoption, between perceived
ease of use and internet banking
adoption, between security and
internet banking adoption, between
perceived risk and internet banking
adoption, between social influence
and internet banking adoption.

According to the regression analysis,
perceived ease of use, security and
social influence were significant and,
perceived usefulness and perceived
risks were insignificant. Findings of
Mangalee, and Wijenayake (2017)
substantiate the findings of the present
study. However, Brown.et al. (2001)
point out perceived risk is the most
influential factor affecting the internet
banking adoption. Chiu, et al (2017)
also point out that security and trust

are the most influential factors
affecting the internet banking
adoption. Dasanayaka &

Mahesh.(2016) as well substantiate
the same. However, the present study
has a deviation from their findings
with respect to the perceived risk.
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Consequently, mix results indicate
that internet banking adoption is
dynamic in nature and more general
model is less effective.

5. CONCLUSION

This study identified certain factors
that influence in adoption of Internet
banking in Kurunegala district. In the
present, consider only five variables in
terms of perceived ease of use,
perceived  usefulness,  security,
perceived risk and social influence.
However, there are various factors
influencing to the adoption of Internet
banking. The future researchers can
implement new studies through other
variables (compatibility, structured
assurance, service quality, users’
experience) not covered in this study.
According to the outcome of this
research, it showed that perceived
usefulness, perceived ease of use,
perceived risk, security and social
influence have relationship with the
internet banking adoption and among
them except perceived usefulness and
perceived risk, other factors showed
significant impact on internet banking
adoption.

Banks can use following options to
attract or to adopt customers towards
the internet banking by focusing much
on most significant factors which were
identified. Business  promotion
officers in the bank can provide
announcement about the usefulness
and ease of use of the internet banking
service. Banks can distribute leaflets
about the usefulness and ease of use in
internet banking service around the
Kurunegala district. Bank can play

31

video clips in front of the bank
premises to get customer attraction
towards the internet banking. Banks
should use announcement campaigns
and awareness programs regarding
internet banking service. This will
help to increase social awareness and
increase social influence for customer
to adopt this service. Internet banking
service system should contain separate
assistance service section to manage
any problem that can be happened. It
will be most important for the
customers to solve their problems in
case of problem. As well as banks
should get actions to increase
accessibility of internet banking
service in everywhere at any time.
Banks should focus on reducing the
gap between customer’s expectations
and  their  satisfaction  when
considering the future internet
banking service. Proper steps should
be taken to make the internet banking
service more efficient and user
friendly

The present study can be further
extended in future research endeavors
by expanding to banking industry
throughout the country. Additional
empirical research seems to be
required to identify and examine
factors that may impact on customers’
adoption of internet banking services
as findings indicated general model of
adoption of internet banking is less
effective.
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