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Abstract

Purposes: The main purpose of this study is to determine how Banking services is creating values for customers through Internet and why people use or do not use Internet Banking systems of Private Commercial Banks (PCBs) of Bangladesh.
Methodology: For understanding role of internet in value adding services of banking industry especially in PCBs in Bangladesh, a conveniently sampled survey was conducted over 157 educated customers of PCBs at the urban areas of Sylhet. Data were collected from the respondents personally through a structured questionnaire. For analysing statistical significance of the collected data, statistical tool SPSS is used.
Major Findings: Among all this customers, only 48 respondents use Internet Banking in their personal banking transactions. Majority of the respondents are 20 – 35 years old and most of them are male. Most of the users of Internet Banking are from private services. By analysing collected data, the derived findings is that though Internet banking is creating more values but it is not adopted by the significant portion of the customers because of some risks and concerns associated with it. Some customers think that it is expensive and not secured enough. However, I-Banking service provider’s banks should take more meaningful promotional strategies to convince customers about the advantages of I-Banking by which all types of banking transactions can be conducted.
Type: Research Paper
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1.1 Introduction
Internet is one of the most popular electronic medium for delivering banking services. Internet banking is opened a new window in banking services and creating values for the customers. Internet banking refers to systems that enable banks customers to get access to their accounts and general information on bank products and services through the use of bank’s website, without the intervention or inconvenience of sending letters, faxes, original signatures and telephone confirmations (Thulani et al, 2009; Henry, 2000).Internet banking has been regarded as the most important way to reduce cost and maintain or enhance services for consumers (Hua, 2009). In banking services, the adoption of internet made more flexible payments methods and more-user friendly banking services. The development of internet in banking services has made it possible to create new kinds of values for customers’ Value creation in banking services through internet is a process of providing all kinds of banking facilities at lower cost to the customers than traditional banking system.Also internet banking services will be a crucial medium for reducing the investment of funds in extremismand unethical activities.Moreover,Internet Banking has effectively “opened” twenty-four hours a day, seven days a week. Customers can do their daily banking activities without having to wait in line or wait on hold for telephone banking services(Nasri, 2011). Many banks have implemented internet banking to offer their customers a variety of online services with more convenience for accessing information and making transactions. Customer satisfaction and customer retention are increasingly developing into key success factors in internet banking (Bauer et al, 2005).
1.2 Problem Statement
Nowadays, internet banking is spreading significantly. Thoughdeveloped countries are enjoying the highest benefit of internet banking services but it is not properly introduced in developing countries like Bangladesh. Besides, it is not always possible to serve internet banking services to all class of people as most of the people are not aware of the modern technologies. Though some commercial banks of Bangladesh have internet banking services buttheir users of internet banking is not adequate. However, the customers who have both internet banking account and traditional bank account, they prefer traditional banking in their most banking transactions.
1.3 Literature Review
Internet banking is one of the most successful modern banking systems to deliver the various services of a bank. It creates more values than traditional banking system.Modern technological advancement creates many electronic ways to serve those banking services to the customers. One of the most popular modern banking techniques is based on internet. Internet Banking, however, is now used as the term for new age banking system (Singhal and Padhmanbhan, 2008). Internet banking is defined as the use of the internet to deliver banking activities such as funds transfer, paying bills, viewing current and savings account balance, paying mortgages and purchasing financial instruments and certificates of deposits (Singhal and Padhmanbhan, 2008; Ahasanul et al, 2009). Internet banking is also called online banking, e–payment and e–banking (Ozuru et al, 2010; Singhal and Padhmanbhan, 2008; Beer, 2006; Jun and Cai, 2001; IAMAI, 2006).Based on studies, it is established that the most consumer valued aspects in the electronic or internet banking services are: lower fees (Howcroftet al., 2002; Karjaluoto, 2002; Karjaluotoet al., 2002; Lockett and Littler, 1997), better service quality (Howcroftet al., 2002; Rugimbana, 1995), 24-hour service availability (Howcroftet al., 2002; Lockett and Littler, 1997; Black et al., 2002; Gerrard and Cunningham, 2003), time savings (Howcroftet al., 2002; Karjaluotoet al., 2002), location-free access to the services (Karjaluotoet al., 2002; Lockett and Littler,1997), ease of use (Karjaluoto, 2002; Rugimbana, 1995; Moutinho and Smith, 2000), speed of the service delivery (Karjaluoto,2002), convenience (Rugimbana, 1995; Black et al., 2002; Gerrard and Cunningham, 2003; Moutinho and Smith, 2000; Rugimbana and Iversen, 1994), compatibility with lifestyle(Rugimbana, 1995; Black et al., 2002; Gerrard and Cunningham, 2003; Rugimbana and Iversen, 1994) and security (Karjaluoto, 2002).
Internet is interconnected network by which millions of private, public, academic and government networks are connected through internet protocol suite (TCP/IP). Internet banking is the system by which bank’s clients can completetheir retail, corporate and wholesale banking transactions through internet enabled devices. Internet banking provides cash management, wire transfer, automated clearing, balance inquiry, funds transfer, and loan application, value added service, bill presentment & payment facility and investment activity analysis assistance in regard of corporate, wholesale and retail banking in Bangladesh.
1.4 Objectives of the Study
The main objective of the study is to measure level of value creation through internet in private commercial banks of Bangladesh.
The secondary objectives are:
· To identify satisfaction level of the internet banking users.
· To find out gap between satisfaction & expectation level and to recommend for minimizing such gaps.

1.5 Methodology of the Study
This research mainly followed quantitative research approach.
1.5.1 Population The total population of this research is comprised by all the customers of private commercial banks in Bangladeshwhile working population is all the customers of private commercial banks in Sylhet.


1.5.2 Sampling & Data Analysis Method
Due to cost and time constraints, as well as for the requirementof feasibility of response rate, convenience sample method was selected and a sample size of 157 educated individualswereselected from different occupationsof Sylhet region. A structured questionnairewas provided to the respondent which was designed in “Likertscale”. We gathered detailed data from 157 respondents among them 48 respondents are the users of internet banking. Besides, for analysing the data, we have used descriptive statistics of SPSS & MS Excel Software.
1.6 Data Analysis and Result Discussion
This paper has been prepared based on the collected dataregarding the role of internet in banking services. Firstly,aquestionnairewasdesignedtoobtaincustomerfeedbackinrespecttocurrent internet banking systems,servicesandcreation ofvaluesforthecommoncustomers.Itincludes 20 questions or variables. Wehave gathered detailed data of sample mainly from individuals who use internet banking to complete their banking transactions. Asa result,157usefulresponseswerereceivedfordataanalysis.Amongthesample of 157 individuals, we have found 48 individualswhoactually dotheirbankingactivitiesthrough internet banking (Table-1).Ouranalysis is mainly basedonthose48individuals who use internet banking.
1.6.1 Knowledge of Respondents about Internet Banking
Table-01 indicates that among the total sample size of 157 individuals, 48 respondents actually know about Internet Banking and the percentage of their response is 30.57% and the rest 109 respondents don’t know about the Internet Bankingand their percentage is 69.43%. The data analysis of this study is actually based on these 48 respondents.
	Table-1: Knowledge about Internet Banking


	
	Frequency
	%
	Valid %
	Cumulative %

	Valid
	Yes
	48
	30.57
	30.57
	30.57

	
	No
	109
	69.43
	69.43
	100.0

	Total
	157
	100.0
	100
	



Source: The author’s computation from field survey data.


1.6.2 Using Internet Banking in Personal Transactions
Table-03 in appendix describes that among the total 48 respondents 44 respondents agreed that they use Internet Banking in their personal banking transactions and the percentage of their responses is 91.7%, on the other hand 3 respondents claimed that they don’t use Internet Banking in their personal banking transaction and their percentage is 6.3%. The response of 1 respondent is missing which has a percentage of 2.1%.
1.6.3 Gender of Real User Respondents
Gender of the respondents also has great impact on popularization of internet banking. Following table indicates that among the total respondents, 10 are female and 38 are male respondents and their percentages are 20.8% and 79.2% respectively (AppendixTable-04).
1.6.4 Profession of Respondents

43.8%. ofthe respondents are using internet banking who are engaged in private services. The percentages of the respondents who are bankers, students and teachers are 25%, 16.7%, 10.4% and 4.2% 
1.6.5 Benefits of Internet Banking
Underneath table-2 shows that on average 65.32% of respondents’feel internet banking is providing satisfactory services in terms of reduction of hassles, availability, low charge, invention of new services, privacy, and flexibility. On the hand, 15.3% of respondents show negative judgementbut19.38% of respondents show neutral judgement about it also.
Table-2:Benefits of Internet Banking in different dimension
	
Factors
	
S. Agree
(%)
	
Agree 
( %)
	
Neutral
 ( %)
	
Disagree 
(%)
	
S. Disagree (%)
	
          Freq.

	Reduces hassles
	37.5%
	50%
	8.3%
	4.2%
	-
	48

	Availability to different levels of people
	10.4%
	27.1%
	16.7%
	41.7%
	        4.2%
	48

	Charges lower fees
	37.5%
	37.5%
	14.6%
	10.4%
	-
	48

	Invention of New Digital services
	39.6%
	54.2%
	4.2%
	2.1%
	-
	48

	Complexity
	8.3%
	29.2%
	22.9%
	35.4%
	-
	48

	Secured than traditional Banking
	18.8%
	39.6%
	20.8%
	16.7%
	
2.1%
	48

	Services at any place & time
	 37.5%
	56.5%
	2.1%
	2.1%
	        _
	48

	High privacy
	29.2%
	47.9%
	14.6%
	6.3%
	-
	48

	Flexibility
	22.9%
	41.7%
	20.8%
	12.5%
	-
	48


Source: The author’s computation from field survey data.
1.6.6 Reasons of Using Internet Banking:
Different people useInternet Banking for different reasons. The table –06shows the reasons of using Internet Banking. Among the total 48 respondents 12 individuals use Internet Banking because it is easy to use and it is 25% of the total percentage. 10 respondents use it as Internet Banking saves time and it is 20.8% of the total percentage. 13 respondents use I-Banking as it is 24 hours available and the percentage is 27.1%. Because of low cost and secured transaction 6 respondents each use Internet Banking and the percentage is 12.5% for each (Table-05).
1.7 Findings and Recommendations
1.7.1 Findings: 
· Though technological progress has been made in the banking sector but most of the people of Bangladesh are not aware of the latest internet banking system (Appendix Table-01) which can bring about more values to the banking customers.
· Lacks of knowledge about Internet Banking most of the common people are still now using the traditional banking system in their personal banking transaction (AppendixTable-01 & Table-03). As a result they are not getting the best of Internet Banking which would create a lot of values for them.
· People are not adapting to the modern internet banking system because they think it is a complex banking system and its charges are high as it requires internet connection and PC or Smart Phones and they also think that it is less secure than traditional banking (Table-02, Table-03 and Table-07). 
· Because of security risks people are not using Internet Banking. They hold a misconception about I-Banking that their financial records may be exposed to any third persons (AppendixTable-02).
· Though a few percentages of people are using Internet Banking but they are using it widely. Most of them use it to pay bills, borrowing loans, transfer funds and inquiry balance without leaving their home (AppendixTable-05 & Table-02).
· People from a wide variety of age and professions are now using I-Banking because it saves their precious time and effort (Appendix Chart-01 &Table-05).


1.7.2 Recommendations:
· In our country Internet Banking is not promoted properly to the clients by the banks. So, Internet Banking needs to get more promotion to reach its clients.
· Proper steps should be taken to make internet banking service more efficient and client friendly.
· The investment in extremist program can be reduced by introducing internet banking facilities in all banking services of Bangladesh.
· To ensure security, Banks should provide advanced data encryption technology.
· Banks can reduce the internet banking usage cost to make it more available to the clients.
· More research should be conducted by banks to make internet banking habituated to the clients.
1.8 Conclusion
By analysing the data,we have come to know many beneficial segments about the current condition of internet banking service in Bangladesh. We are truly confident that study on the value creation on banking services through internet in Bangladesh helps us to have appreciable knowledge about its prospects. This study indicates that internet banking is gradually increasing value to the banking services in Bangladesh. If the banks plan to expand the customer base of internet banking they should focus more on service quality, responsiveness, privacy and security, assurance and reliability factors of internet banking. Attention should also be given in the encryption of the information which is exchanged between the users and the bank.
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Appendix

Table-03:Using Internet Banking in personal transactions
	
	Frequency
	%
	Valid %
	Cumulative %

	Valid
	Yes
	44
	91.7
	91.7
	91.7

	
	No
	3
	6.3
	6.3
	97.9

	
	Missing
	1
	2.1
	2.1
	100.0

	
	Total
	48
	100.0
	100.0
	

	
Table-04: Gender of respondents

	
	Frequency
	%
	Valid %
	Cumulative %

	Valid
	Male
	38
	79.2
	79.2
	79.2

	
	Female
	10
	20.8
	20.8
	100.0

	
	Total
	48
	100.0
	100.0
	

	
Table – 05: Profession of respondents

	
	Frequency
	%
	Valid %
	Cumulative %

	Valid
	Teaching
	5
	10.4
	10.4
	10.4

	
	Private service
	21
	43.8
	43.8
	54.2

	
	Banker
	12
	25.0
	25.0
	79.2

	
	Student
	8
	16.7
	16.7
	95.8

	
	Others
	2
	4.2
	4.2
	100.0

	
	Total
	48
	100.0
	100.0
	



Table-06:Main Reasons of Using Internet Banking
	
	Frequency
	%
	Valid %
	Cumulative %

	Valid
	Easy to use
	12
	25.0
	25.5
	25.5

	
	Saves time
	10
	20.8
	21.3
	46.8

	
	24 hours availability
	13
	27.1
	27.7
	74.5

	
	low cost
	6
	12.5
	12.8
	87.2

	
	Secured transaction
	6
	12.5
	12.8
	100.0

	
	Total
	47
	97.9
	100.0
	

	Missing
	1
	2.1
	
	

	Total
	48
	100.0
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	Frequency
	%
	Valid %
	Cumulative %

	Valid
	Strongly agree
	15
	31.3
	31.9
	31.9

	
	Agree
	25
	52.1
	53.2
	85.1

	
	Neutral
	6
	12.5
	12.8
	97.9

	
	Disagree
	1
	2.1
	2.1
	100.0

	
	Total
	47
	97.9
	100.0
	

	Missing
	1
	2.1
	
	

	Total
	48
	100.0
	
	



