122 | NEPALESE JOURNAL OF BUSINESS VOLUME 11, NUMBER 2, APRIL 2024

Factors Influencing Adoption of Internet Banking in
Kathmandu Valley
Medhabi Sigdel”

Abstract

This study examines the factors influencing adoption of internet banking in Kathmandu
Valley. Internet banking is selected as the dependent variable. Similarly, trust, convenience,
reliability, ease of use, security and time saving are selected as the independent variables. The
primary source of data is used to assess the opinions of the respondents regarding the factors
influencing adoption of internet banking in Kathmandu valley. This study is based on primary
data with 123 respondents. To achieve the purpose of the study, structured questionnaire
is prepared. The correlation coefficients and regression models are estimated to test the
significance and importance of different factors influencing adoption of internet banking in
Kathmandu Valley.

The study revealed that trust has a positive impact on adoption of internet banking.
It means that increase in trust leads to increase adoption of internet banking. Similarly, time
saving has a positive impact on adoption of internet banking. It indicates that increment of
time saving leads to increase in adoption of internet banking. Moreover, this study showed
security has a positive impact on adoption of internet banking. It means that high security
leads to increase in adoption of internet banking. Likewise, reliability has a positive impact
on adoption of internet banking. It shows that higher the reliability, higher would be the
adoption of internet banking. Similarly, ease of use has a positive impact on adoption of
internet banking. It shows that increment in ease of use leads to increase in adoption of
internet banking. On the other hand, convenience has a positive impact on adoption of
internet banking. It means that higher the convenience, higher will be the adoption of internet
banking.
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1. Introduction

Gurau (2002) stated the term internet banking refers to the use of the
internet as a distribution channel for banking products or services. Similarly,
Tan and Teo (200) stated that internet banking allows customers to perform
a wide range of banking transactions electronically via the bank’s Web site.
As a result, registered Internet banking users can perform common banking
transactions such as writing checks, paying bills, transferring funds, printing
statements, and inquiring about account balances. Similarly, Weir et al. (2006)
stated that internet Banking (eBanking) services exist as Web-based user-
interfaces that allow customers to use remote access to manage their bank
accounts and transactions. The study also confirmed that the role of metaphor
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is of major importance in driving the design of usable P3P functionality
in eBanking. According to Grabner-Krauter and Faullant (2008), internet
banking allows customers to conduct a wide range of banking transactions
electronically via the bank’s website — anytime and anywhere, faster, and with
lower fees compared to using traditional, real-world bank branches.

According to Khalfan et al. (2006), security and data confidentiality
issues have been a major barrier in internet banking. As the banking sector
was reluctant to use e-commerce applications and they felt that transactions
conducted electronically were open to hackers and viruses, which are beyond
their control. Likewise, a strong banking industry is significant in every
country and can significantly support economic growth over efficient financial
services (Salehi and Azary, 2008). Moreover, Ganesan and Vivekanandan
(2009) stated that the customers and their transactions are, by necessity,
extremely sensitive; thus, doing business via a public network introduces new
challenges for security and trustworthiness. Similarly, Sanchez and Gallie
(2010) argued that difficulty, trust, compatibility, third-party concerns and
group influence are important factors influencing internet banking usage.
Similarly, different factors are positively and negatively related to the internet
banking usage. Moreover, Shantha (2019) showed that client perceptions of
internet banking are significantly influenced by accessibility, affordability,
simplicity of use and bank operations.

Similarly, Rahi et al. (2020) pointed that internet banking has brought
several advantages. Some of these advantages are inexpensive delivery of
services, user-friendliness, real-time up-grading of customers’ data, easy
verification of transactions, global connectivity, and online banking services.
Moreover, Alam et al. (2009) examined the relationship between Internet
banking adoption and its six factors, namely awareness, ease of use, security,
cost, reluctance to change and accessibility. The study revealed that four factors
are significantly important to the adoption of Internet banking. Similarly, Al-
Rfou (2013) found that there is a significant relationship between ease of
use, security and privacy and quality of internet connection with the usage
of internet banking. Furthermore, Golsefid and Kiakalayeh (2016) revealed
that perceived usefulness and ease of use are two important factors that were
identified in the acceptance of mobile banking.

Moreover, Liao and Cheung (2002) identified convenience as a
significant quality attribute in the perceived usefulness of internet banking,
which positively influences consumers’ willingness to use internet-based
e-banking. Furthermore, Bashir and Madhavaiah (2015) examined the
consumer attitude and behavioral intention toward internet banking adoption
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in India. The study revealed a direct and significant effect of perceived website
design on perceived ease of use. Similarly, Cudjoe et al. (2015) examined the
determinant of mobile banking adoption among bank customers in Ghana,
with a specific emphasis on Access Bank. The study showed that perceived
credibility and perceived financial cost have a stronger effect on consumer
intention to adopt and use mobile banking services than perceived usefulness
and perceived ease of use. Furthermore, Mohamed (2015) examined the
factors influencing the adoption of internet banking. The findings showed
that adoption/ non-adoption decision is highly influenced by attitude toward
Change and Perceived benefit.

Similarly, Jayasiri et al. (2016) examined the awareness and usage
of internet banking facilities in Sri Lanka. The study revealed that lack of
knowledge on accessing the Internet and lack of facilities for Internet access
have negative attitude towards e-banking. According to Agarwal and Prasad
(1998), Internet banking services allow customers to access their banking
accounts from any location and at any time of the day, it gives advantage
to customers to be able to manage their finances properly and in a more
convenient way. Moreover, Sathye (1999) confirmed that security concerns
are a burning issue for financial transactions done over the Internet. Thus,
it is expected that only individuals who perceive using Internet banking as
low risk undertaking would adopt it. Further, Cooper (1998) identified that
security risk is one of the major barriers to the adoption of Internet banking.

Similarly, Elhajjar and Ouaida (2020) explained the factors affecting
mobile banking adoption. The study concluded that digital literacy, resistance
to change, perceived risk, perceived ease of use and perceived usefulness
were found to be the main variables affecting users’ attitudes toward the
adoption of mobile banking. Further, Razak et al. (2021) examined the factors
influencing the adoption of online banking services in the Klang Valley. The
study showed that consumers’ propensity to trust is the main determinant that
influence intention to use online banking services, followed by the perceived
usefulness and perceived ease of use. Moreover, Kessy (2021) examined the
adoption of internet banking services in Tanzania. The study concluded that
social environment, technology exposure and system capability are positively
related to the adoption of internet banking services by customers.

Ramavhona and Mokwena (2016) found that perceived compatibility,
trialability and external variables suchasawareness and security have significant
influence in the adoption of Internet banking. Similarly, Athanassopoulous et
al. (2001) concluded that price, transaction speed, and a bank’s reputation are
important criteria for the adoption of Internet banking. Further, Daniel (1999)
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stated that convenience has a significant role in adoption of internet banking.
According to Selase and Benedict (2021), Perceived ease of use, perceived
usefulness and trust were found to be the key drivers influencing customer’s
attitudes toward Internet Banking. Moreover, Alalwan et al. (2016) concluded
that perceived usefulness, trust and self-efficacy are all found to be significant
factors in predicting behavioral intention of using internet banking. Further,
AlKailani (2016) found that perceived risk and perceived trust are the most
influential factors affecting the use of internet banking. Moreover, Metwally
(2013) reported that banks’ customers’ decision to use internet banking
services has significance relation with the ease of use followed by usefulness,
trust and credibility of the service.

Further, Fathima (2022) revealed that demographic variables have
significant influence on perception of consumer on internet banking
adoption. Moreover, Lichtenstein and Williamson (2006) showed that
convenience is the main motivator for consumers. Moreover, Mattila et al.
(2003) found that household income and education have a significant effect
on the adoption of IB among mature consumers. Furthermore, Hanafizadeh
and Khedmatgozar (2012) found that except for social risk, other dimensions
of the perceived risk have significantly negative effect on the intention of
IB adoption. The study also concluded that the dimensions of customers’
perceived risk play a mediating role and the positive effect of IB awareness
and IB adoption intention. Likewise, Kasarani and Bisht (2012) revealed
that perceived risk has a negative impact on behavioral intention of internet
banking adoption and trust has a negative impact on perceived risk.

Similarly, Ramayah et al. (2002) stated that namely, prior experience,
training, perceived risk, awareness, cost and external pressure has an influence
on adoption of Internet banking. Furthermore, Zhao (2008) concluded that
attitude is a significant factor that influences the intention to continue using
Internet banking. Moreover, Khedmatgozar and Shahnazi (2018) found that
factors decreasing the intent to adopt internet banking include performance,
privacy, security, financial, time, and social risks respectively. Furthermore,
Shi et al. (2008) concluded that attitude plays a mediating role between
institutional pressures and IB adoption.

In the context of Nepal, mostly the security concerned, absence of
proper understanding about internet banking services, lack of an adequate
number of services in internet banking service, infrastructure and electricity
shortage are the major barriers for internet banking in Nepal (Shah, 2016).
Moreover, Durgapal and Bhatta (2016) found that among the service quality
dimensions assurance and tangibility there is no significant differences
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between banks. Furthermore, Sthapit and Bajracharya (2019) discovered that
customer perception of usefulness, ease of use and risks have impacted on
the adoption and use of e-banking services. Further, Pokhrel et al. (2020)
showed that perceived ease of use has a significant effect on attitude towards
mobile banking. Furthermore, Adhikari (2019) confirmed that convenience,
time savings, security and communication are the determinants of e-banking
in Nepal.

The above discussion shows that the empirical evidences vary greatly
across the studies on the factors influencing adoption of Internet banking.
Though there are above mentioned empirical evidences in the context of other
countries and in Nepal, no such findings using more recent data exist in the
context of Nepal. Therefore, in order to support one view or the other, this
study has been conducted.

The main purpose of the study is to analyze the factors influencing
adoption of Internet banking in Kathmandu Valley. Specifically, it examines
impact of trust, convenience, reliability, ease of use, security and time saving
on adoption of internet banking.

The remainder of this study is organized as follows. Section two
describes the sample, data and methodology. Section three presents the
empirical results and the final section draws the conclusion.

2. Methodological aspects

The study is based on the primary data. The data were gathered
from 123 respondents through questionnaire. The respondents’ views were
collected on of trust, convenience, reliability, ease of use, security and time
saving on adoption of internet banking. The study used descriptive and casual
comparative research designs.

The model

The model estimated in this study assumes that adoption of internet
banking depends on trust, convenience, reliability, ease of use, security and
time saving. Therefore, the model takes the following form: The following
section describes the independent variables used in this study.
G=B,+B,S+B,TS+B, EAU+B, C+B,R+BT+e
Where,

S = Security
TS = Time saving
EOU = Ease of use



NEPALESE JOURNAL OF BUSINESS VOLUME 11, NUMBER 2, APRIL 2024|127

C = Convenience
R = Reliability
T = Trust

Security was measured using a 5-point Likert scale where the respondents
were asked to indicate the responses using 1 for strongly disagree and 5 for
strongly agree. There are 5 items and sample items include “I believe my
internet banking system is secure, “I believe my Atm number and confidential
information are secured and so on. The reliability of the items was measured
by computing the Cronbach alpha (a =0.708).

Time saving was measured using a 5-point Likert scale where the
respondents were asked to indicate the responses using 1 for strongly disagree
and 5 for strongly agree. There are 5 items and sample items include “It takes
me a lot of time to learn how to use internet banking, “I have to waste a lot of
time fixing payment errors and setup errors and so on. The reliability of the
items was measured by computing the Cronbach alpha (o =0.521).

Ease of use was measured using a 5-point Likert scale where the
respondents were asked to indicate the responses using 1 for strongly disagree
and 5 for strongly agree. There are 5 items and sample items include “Learning
to use internet banking was easy for me, “It is easy to use internet banking to
accomplish transaction activities and so on. The reliability of the items was
measured by computing the Cronbach alpha (a =0.777).

Convenience was measured using a 5-point Likert scale where the
respondents were asked to indicate the responses using 1 for strongly disagree
and 5 for strongly agree. There are 5 items and sample items include “I feel
making payments through internet banking is convenient, “I feel internet
banking is more convenient than traditional methods of payment and so on.
The reliability of the items was measured by computing the Cronbach alpha
(o =0.768).

Reliability was measured using a 5-point Likert scale where the
respondents were asked to indicate the responses using 1 for strongly disagree
and 5 for strongly agree. There are 5 items and sample items include “Can rely
on the accuracy of the information provided in the E-banking applications of
the bank, “The contents of e-banking applications are up to date and so on.
The reliability of the items was measured by computing the Cronbach alpha
(o =0.690).

Trust was measured using a 5-point Likert scale where the respondents
were asked to indicate the responses using 1 for strongly disagree and 5
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for strongly agree. There are 5 items and sample items include “I believe
the internet banking site is trustworthy, “I believe internet banking keeps
its promise and commitments and so on. The reliability of the items was
measured by computing the Cronbach alpha (o =0.864).

Internet banking was measured using a 5-point Likert scale where the
respondents were asked to indicate the responses using 1 for strongly disagree
and 5 for strongly agree. There are 5 items and sample items include “Internet
banking gives me greater control of my finances than other banking options,
“Internet banking is more accessible than other banking options and so on.
The reliability of the items was measured by computing the Cronbach alpha
(a=0.781).

The following section describes the independent variables used in this
study along with hypothesis formulation.

Security

Cunningham and Gerrard (2003) indicated that one of the most
important future challenges facing individuals or customers of a bank is
the fear of higher risks associated with using the web for banking and
financial transaction. Similarly, Giovanis et al. (2012) stated that security of
consumers’ information and activities plays the most dominant role in the
acceptance of customers’ perceptions towards Internet Banking. Moreover,
Singh (2006) stated that without the perception of security, there will be little
trust in banking and transactions on the Internet. Further, Casalo et al. (2008)
showed that security plays a vital role in the acceptance of Internet Banking.
Similarly, Twum and Ahenkora (2012) found that customer perception of
internet banking security is significantly related to usage and is significantly
affected by trust of the system and trust of the provider. Furthermore, Mukhtar
(2015) stated that security in online banking services is an important factor
in order to change customers’ perception of internet banking from negative
to positive. The study also found that there is no security system during the
transaction process, it will be hard for the customers to give trust the service
providers. Based on it, the study develops the following hypothesis:

H,: There is a positive relationship between security and users’ adoption of
internet banking.

Time-saving
Polataglu and Ekin (2001) found that time savings are perceived to
be larger when customers use the internet banking service more often and

for larger transactions. Moreover, new technological advancements have
introduced varieties of changes in the world and business era (Qureshi et
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al., 2008). Further, Lee (2009) found that time plays an important role in
adopting mobile banking service by the users. Furthermore, banks should
consider reducing the inconvenience, minimizing the cost of transactions and
time-saving to be important in internet banking (Kaleem and Ahmad, 2008).
Similarly, Tan and Teo (2000) stated that internet banking is a convenient and
effective application that allows any individual customer retail or corporate to
manage his/her accounts 24 hours a day, and it is accessible from any location
as long there is access to the Internet and the information provided is current
and immediate without any intermediary situation needed. Based on it, the
study develops the following hypothesis:

H,: There is a positive relationship between time-saving and users’ adoption
of internet banking.

Ease of use

Ease of use is one of the critical factors that determines the success of
internet banking and is also critical for the development and as well as delivery
of internet banking services to the customers of internet banking (Al-Hajri
and Tatnall, 2008). According to Guriting and Ndubisi (2006), the perceived
ease of use and perceived usefulness factors are considered to be fundamental
in determining the acceptance and use of various information technologies.
Jahangir and Begum (2008) found that there is a significant impact of ease of
use on customer perception. However, a different trend was observed that no
correlation was found between ease of use and Internet technology due to the
high visibility of technology (Agarwal and Prasad, 1997). Furthermore, Kam
and Riquelme (2007) stated that daily and frequent IB users are more pleased
with “ease of use” and “aesthetics” and tend to use IB more for electronic
fund transfer and foreign exchange transactions than the less frequent users.
Based on it, this study develops the following hypothesis:

H,: There is a positive relationship between ease of use and users’ adoption
of internet banking.

Convenience

According to Liao and Cheung (2002), the convenience of use has a
positive impact on customer perception towards internet banking. Similarly,
Eastin (2002) found that perceived convenience is the strongest predictor of
online banking usage. The result also revealed that the convenience to use
internet banking has a significant impact on customers’ perceptions. Further,
Sagib and Zapan (2014) revealed that convenience has a significant impact on
customer perception towards internet banking. Moreover, Khare et al. (2012)
revealed that the convenience to use internet banking has a significant impact
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on customers’ perceptions. Furthermore, Ramsay and Smith (1999) stated
that convenience is one of the dominating factors in transaction channel
preferences and a key determinant of consumer satisfaction. According to
Liao and Cheung (2002), the convenience of use has a positive impact on
customer perception towards internet banking. Based on it, this study develops
the following hypothesis:

H,: There is a positive relationship between convenience and users’ adoption
of internet banking.
Reliability

Yang and Fang (2004) stated that reliability, responsiveness,
competence, ease of use, security, and product portfolio has significance
effect in adoption of internet banking. Moreover, Khan and Mahapatra (2009)
revealed that reliability is identified as a factor affecting internet banking.
Nochai and Nochai (2013) found that internet banking is highly influenced
by reliability. Omar et al. (2011) found that customers prefer Internet Banking
(IB) services over branch banking due to reliability. Based on it, this study
develops the following hypothesis:

H.,: There is a positive relationship between reliability and users’ adoption of
internet banking.

Trust

Trust is ‘the belief that the promise of another can be relied upon and
that, in unforeseen circumstances, the other will act in a spirit of goodwill
and in benign fashion toward the Trustor’ (Suh and Han, 2002). Trust can
be defined as generalized expectancy that the word, promise, oral or written
statement of another individual, or group can rely upon (Kura et al., 2009).
Further, Nor and Pearson (1970) found that trust have a significant positive
effect on attitude toward using Internet banking. According to Liang et al.
(2008), consumers exercise repurchases behaviors when they have trust in
the retailer. Moreover, Wu and Chen (2005) stated that trust in technologies
positively influences their intention to use the technology since they perceive
it as safe, reliable, and trustworthy and they decide to use the internet banking-
based technology. Based on it, this study develops the following hypothesis:

H,: There is a positive relationship between trust and users’ adoption of
internet banking.

3. Results and discussion
Correlation analysis

On analysis of data, correlation analysis has been undertaken first and
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for this purpose, Kendall’s Tau correlation coefficients along with means and
standard deviations have been computed, and the results are presented in
Table 1.

Table 1

Kendall’s Tau correlation coefficients matrix

This table presents Kendall’s Tau coefficients between dependent and independent variables.
The correlation coefficients are based on 123 observations. The dependent variable is 1B
(Internet banking). The independent variables are S (Security), TS (Time-saving), EOU (Ease
of use), C (Convenience), R (Reliability) and T (Trust).

Variables | Mean S.D. 1B S TS EOU C R T

1B 1.942 0.577 1

S 2.381 0.645 0.147" 1

TS 2.473 0.584 0.101 | 0.403™ 1

EOU 1.974 0.602 | 0.452 | 0.194™ | 0.197" 1

C 1.912 0.608 | 0.503™ | 0.174™ 0.123 | 0.608 1

R 2.194 0.564 | 0340 | 0350 | 0.225" | 0.265"| 0.277" 1

T 2.173 0.706 | 0368 | 0.272" | 0299 | 0.335"| 0.280" | 0.528" 1

Note: The asterisk signs (**) and (*) indicate that the results are significant at one percent and
five percent levels respectively.

Table 1 reveals that security is positively correlated to internet banking.
It indicates that security influence the adoption of internet banking. The result
also reveals that time-saving is positively correlated to internet banking. It
indicates that time-saving in the organization leads to increase in the adoption
of internet banking. Similarly, ease of use is positively correlated to the
adoption of internet banking. It indicates that ease of use leads to increase in the
adoption of internet banking. Likewise, convenience is positively correlated
to internet banking. It indicates that convenience for customers leads to
increase in the adoption of internet banking. Further, reliability is positively
correlated to the adoption of internet banking. It indicates that maintaining
reliable relations helps to increase in adoption of internet banking. Moreover,
trust is positively correlated to internet banking. It indicates that trust helps to
increase the rate of adoption of internet banking.
Regression analysis

Having indicated the Kendall’s Tau correlation coefficients, the
regression analysis has been carried out and the results are presented in Table
2. More specifically, it shows the regression result of security, time-saving,
ease of use, convenience, reliability and trust in internet banking.
Table 2
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Estimated regression results of security, time-saving, ease of use, convenience,
reliability, and trust in internet banking

The results are based on 123 observations using a linear regression model. The model is IB
=B, +B, S+, TS+ B, EOU+ P, C+p R+ p, T+ e, where the dependent variable is IB
(Internet banking) and the independent variables are S (Security), TS (Time-saving), EOU
(Ease of use), C (Convenience), R (Reliability) and T (Trust).

Regression coefficients of Adj.
S TS EOU C R T R_bar?

Model | Intercept SEE | F-value

1390 | 0233

U (7.243) #+ |(3.000) ** 0.062 |0.552 | 9.002
1.580 0.148

2 (7.077) ** (1.685) 0.015 | 0.566 | 2.838

0.983 0.510
(6.292) ** (7.066) **
0.920 0.536
(5.337) ** (5.116) **
1.168 0.358
(5.404) **

0.286 | 0.481 | 49.927

0.322 | 0.469 | 59.024

0.171 | 0.519 | 26.178

0.188 | 0.514 | 29.205

0.054 | 0.554 | 4.501

0.288 | 0.481 | 17.420

Nl [ee] - =)} w B [OS)
b~
~
~3
NS}
]
~
*
*

0.693 0.100 | 0050 | 0240 | 0347
(3.216) **| (1.314) | (0.606) | (2.367) * [(3.536) **
0 | 0552 032 | 0068 | 0216 | 0311 | 0211

0.350 | 0.459 | 17.455

0.375 | 0.450 | 15.647

0.575 | 0037 | 0.098 | 0.190 | 0307 | 0.099 0.159
(2.647) * | (0.470) | (1.194) | (1.910) |(3.188) **| (0.946) | (1.970) *

11 0.390 | 0.445 | 14.007

Notes:

i. Figures in parenthesis are t-values

ii. The asterisk signs (**) and (*) indicate that the results are significant at one per-

cent and five percent level respectively.

iii. Organizational performance is dependent variable.

Table 2 shows the beta coefficients for security are positive with
internet banking. It indicates that security has a positive impact on adoption
of internet banking. This finding is consistent with the findings of Vij (2003).
Likewise, the beta coefficients for time saving are positive with internet
banking. It indicates that time saving has a positive impact on internet
banking. In addition, the beta coefficients for ease of use are positive with
internet banking. It indicates that ease of use has a positive impact on internet
banking. This result is consistent with the findings of Jahangir and Begum
(2008). Further, the beta coefficients for convenience are positively related
with internet banking. It indicates that convenience has positive impact on
internet banking. This finding is consistent with the findings of Liao and
Cheung (2002). In addition, the beta coefficients for reliability are positive
with internet banking. It indicates that reliability has a positive impact on
internet banking. This finding is consistent with the findings of Khan and
Mahapatra (2009).
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4. Summary and conclusion

The term internet banking refers to the use of the internet as a distribution
channel for banking products or services, including traditional services,
such as opening an account or transferring funds among different accounts,
as well as new banking services, such as bill payment, which permit bank
customers to make payments and receive bills on a bank’s website (Gurau,
2002). Internet banking services as a secondary channel of delivery enhances
banks’ efforts to significantly reduce operating costs through the reduction
of physical branch networks and streamlining of labor which is expected
to significantly improve service provision and ultimately lead to customer
satisfaction and retention (Khalfan ez al., 2006).

The study attempts to examine factors influencing the adoption of
internet banking in Kathmandu valley. The study is based on primary data
with 123 observations.

The study showed that transaction convenience, reliability, ease of
use, security, trust, and time-saving are positively correlated to the internet
banking. This indicates that transaction convenience, reliability, ease of use,
security, trust, and time-saving in the organization leads to increase in the
adoption of internet banking in Kathmandu valley. The study also concludes
that transaction convenience followed by security and reliability are the most
influencing factors that affect the adoption of internet banking in Kathmandu
Valley.
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