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Abstract 
 

Banks services are regarded as one of the most important services. Banks provide 
financial services to the customers. Internet banking is banking services facilitated with 
information and communication technology. The objective of this study is to identify factors 
responsible for the effective use of internet banking. In order to get an insight into this study, 
socioeconomic factors such as age, gender, marital status, educational qualification, income, 
employment, area of residence, and ethnic background were identified. Other factors include 
technology and perceived security of information at the disposal of the banks. It was 
concluded that if these factors are properly harnessed by the banking industry, it will give 
them a competitive advantage and better serve their customers. 
 

Introduction 
 

The internet has turnedout to be a tool of worldwide communication and has become 
an extremely important modern day technology for business (Sellito and Merlin, 2003).The 
increasing use of internet assisted producers and entrepreneurs to sell their products online. 
This encouraged many banking and finance organisations to come up with the idea of internet 
banking or online banking.Foon and Fah(2011) claim that one of the major developmentsin 
the financial sector services over the last five years has been the launch of Internet 
banking.The growth of electronic banking in Nigeria dates back to 1986 when the banking 
sector was deregulated (Stamoulis, 2002).  

The result of this deregulation brought far reaching transformation through 
computerization and improved bank service delivery.The internet and new technologies in 
general reduce the time and cost of communicating information, allowed small and medium 
scale enterprises to compete effectively and efficiently in both domestic and international 
markets (Schmid et al 2001). Internet Banking offered by the financial institutions provides 
services which are prompt, convenient, economical and user friendly. This is expected to 
increase the efficiency of the banking system. With internet banking, products and services 
are delivered without visiting the bank branch physically. Transactions are done 
electronically by logging into the banks’ website (Mann and Sahni, 2012).In the last 20 years, 
the rise of internet and mobile technologies has affected the entire banking value chain and 
resulted in new opportunities and business models.  

Banking in Nigeria has come a long way from the time of ledger cards and other 
manual filling systems. Most banks today have electronic systems to handle their daily 
voluminous tasks of information retrieval, storage and processing. The transformation of 
financial institutions which involves internal and external relationships through Information 
and Communication Technology (ICT) to optimize service delivery is the most important 
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element in the development of Nigeria as a nation (Imiefoh, 2012). In the past few years, 
banking activities in Nigeria have increasingly depended on the development of ICT. 
Customers’ insatiable appetite for efficient services has compelled financial institutions to 
fast forward to a more radical transformation of their business systems and models by 
embracing e-banking (Ovia, 2001).  

Despite the attractions of internet banking to the Nigerian economy, there are many 
individuals who still find the usage of internet banking difficult or almost impossible. In 
Malaysia, a study conducted by Suganthi and Balachandran (2001) focused on the factors of 
accessibility, reluctance to changes, costs, trust in one’s bank, security concerns, 
convenience, ease of use through online survey that potentially influence internet banking 
adoption. The results revealed that there were positive significant relationships between 
accessibility, reluctance to changes and awareness with internet banking adoption. Iacovou, 
Benbasat and Dexter (1995) found that the owner’s lack of awareness of the technology, the 
current level of technology usage within the organization and perceived benefits are the 
major factors to adopt Internet and e-commerce. Hinson (2005) identified power failures as a 
macro factor and general lack of knowledge about usage of the technologies as a micro factor 
that affect Ghanaian Small Medium Enterprises Non-traditional exporters’ inability to adopt 
Internet and E-commerce for their export businesses. This study seeks to explore the factors 
that determine internet banking usage in Nigeria and demographic and technological factors 
that influence its use. 

Internet banking is defined as the automated delivery of new and traditional banking 
products and services directly to customers through electronic interactive communication 
channels (Anthony, 2011). According to Khan (2007), internet banking includes the system 
that enables financial institution customers, individuals or businesses access account, transact 
business or obtain information on financial products and services on public or private 
network. Basel Committee Report on Banking Supervision (1998) confirms that electronic 
banking is the provision of retail and small value banking products and services through 
electronic channels. Such products and services can include deposit taking, lending, account 
management, provision of financial advice, electronic bill payment and the provision of other 
electronic payment products and services such as electronic money. Banks have used 
electronic channels for years to communicate and transact business with both domestic and 
international corporate customers (Auta, 2011). Internet banking sometimes called online 
banking, electronic, virtual, cyber, net, interactive or web banking is an outgrowth of personal 
computing. 

In the banking industry, the terms “mobile banking” and “internet banking typically 
refers to specific channels offered to clients to interact with their banks. They complement 
the bank’s channel portfolio from branch-based personal attention by clerks via personal 
attention in call-centres and impersonal direct mailings (Bon, Alt, Lee and Weber, 2012). 

Electronic banking uses the internet as the delivery channel to conduct banking 
activity which includes transferring funds, paying bills, viewing and checking savings 
account balances, paying mortgages and purchasing financial instruments and certificates of 
deposit.Internet banking is the use of internet as a delivery channel in which to perform the 
banking activity for example transferring money, bills payment, balance inquiry, transaction 
history, loan applications and insurance services (Imiefoh, 2012; Bankers Online, 2010). It 
means that banking services such as production of information, balance or account inquiry, 
loan application, transfer of money and many more are provided by the bank through the 
Internet (Yasir and Nasif, 2012).The advent of the internet has transformed the business 
environment in no small measure and has influenced the ways and manner businesses are 
transacted (Ayo, Adebiyi, Fatudimu and Uyinomen, 2008). Internet banking is 
comprehensive and has a strong influence on changes in technology, deregulation of many 



3 
 

parts of finance, the appearance of new banking institutions and economic reformation.The 
environmental changesmotivate banking industry to re-establish the banking structure which 
is more profitable and reducing expenditure cost and implements good command of control 
(You, Grant and Edgar 2007). Nowadays, internet banking sites can process customer service 
enquiries, allow transactions from one account to another, take loan applications and open 
new accounts.   

Various studies have been carried out suggesting the likely factors that may be 
responsible for internet banking usage. Such factors include demographic and social factors 
such as gender, age, education, customer perception and occupation of the users (Yoon et.al, 
2007). Economic factors such as income of the users and technological factors such as 
independent usage of Automated Teller Machine (ATM), navigation structure, information 
content, website interface and perceived security risk. Mann (2011) opines that the ultimate 
success of internet banking depends upon understanding the way in which customers’ 
interaction with a website interface inculcates positive perception and behaviour for an 
internet bank. Yang and Fang (2004) suggest that well organised user interfaces allow 
customers to locate their desired information easily on the web.  
 

Demographic and Social Variables 
 

Demographic and socio-economic characteristics are attributes pertaining to a 
population. Perceptions relating to demographic variables consist of age, gender, marital 
status, educational qualification, income, employment, area of residence, and ethnic 
background. Demographic and socio-economic variables result in differences among 
individuals, and these differences account for the varying choices that are made by these 
persons on whether to use internet banking or not. Prior studies have identified that 
demographic characteristics are significantly associated with adoption of internet banking. It 
has established that demographic and socio-economic characteristics have a significant 
impact on customers’ attitudes and behaviour regarding banking on the internet (Karjaluoto et 
al, 2002; Kolodinsky et al., 2000; Sathye, 1999). (Sathye, 1999; Jayawardhena and Foley, 
2000; Mattila, 2001; Karjaluoto, 2002; Mattila et al, 2003; Akinci et al, 2004). Yasir and 
Asif, (2001) posits that socio economic factors include age, gender, level of education and 
income. According to Centeno (2003), other socio-economic factors likely to influence 
personal computing or Internet penetration levels, the degree of usage of banking services in 
general and the adoption of Internet banking in particular include: a low degree of trust in 
institutions which can increase privacy concerns when using Internet banking services;  low 
household income levels could be a barrier to personal computing or Internet penetration at 
home;  high inflation rate levels could reduce the degree of use of banking services (savings); 
and the existence of a grey economy may reduce the potential of financial services. 
 

Internet Banking and Age 
 

According to Polatoglu and Ekin (2001) and Howcroft (2002) demographic factors 
that describe typical electronic banking customers include young, affluent and highly 
educated.  In an empirical study conducted between Korea and China, it was discovered that 
the young find it easier to access new things compared to the old. Atkins (1998) and Lin’s 
(1998) results showed that young people were more adventuresome when it came to trying 
new types of purchases on the internet. This study also emphasized that internet items such as 
games, internet education, and internet chatting will increase the consumption with the 
growth of ages but internet entertainment will decrease with ages increasing. The internet 
items increasing with age growth are internet banking, internet news, internet purchasing 
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email and information searching.Instituto National de Estadistica (INE, 2012), states that 
regarding age, older adults present a lower use of computers and internet compared with 
younger segments of the population. McCloskey, (2006) identifies key variables proposing a 
model in which age, trust, ease of use, and usefulness explain the level of participation in e-
commerce. Some authors have studied the drivers of internet use by the elderly by analysing 
variables such as attitude, innovation, demographics (Eastman and Iyer, 2004), nostalgia 
proneness, innovativeness and risk aversion (Reisenwitz, Iyer, Kuhlmeier, and Eastman, 
2007), health, leisure, recreation participation and leadership, and well-being (Koopman-
Boyden and Reid, 2009).A survey was conducted in four cities of Amritsar, Chandigarh, 
Jalandhar and Ludhiana in India with 80-95 respondents selected from each city. The sample 
represented a cross section of Internet banking users in terms of age, gender, education, 
occupation and income. Maximum users (58.6 per cent) belonged to age group of 18-30 
years, 23.7 per cent were from 31-40 years age group, and 14.3per cent belonged to 41-50 
years age group and 3.4 percent constituted respondents above 51 years of age.In earlier 
Finnish study’s findings of the typical Internet banking user were somewhat similar and in 
some respect contradictory. A Finnish study (Mattila 2001) states that Internet banking user is 
middle aged, relative wealthy and highly educated. Interestingly, results from this study 
indicate that the average mobile banking user's socio-economic factors differ from that of 
Internet banking user.  
 

Internet Banking and Gender 
 

Gender is the range of physical, mental, and behavioural characteristics pertaining to, 
and differentiating between, masculinity and femininity. Zhang (2009) analyses the influence 
of gender on the two key variables of Technology Acceptance Model (usefulness and ease of 
use) and ratifies the greater effect of these variables considering gender differences. He noted 
that men tend to bemore task-oriented (Minton and Schneider, 1980), systems-oriented 
(Baron-Cohen, 2004) and willing to take risks more than women (Powell and Ansic, 1997). 
In a study conducted by Devins (2008), it was stated that when considering use of the internet 
to undertake commercial activities like online banking, online shopping or to use online 
booking services, certain socio-economic factors are statistically significant. It was 
discovered that statistically, gender was the most important factor followed by average wage 
of the residential area and ethnicity. This was reinforced by (Akhter, 2003) that those most 
likely to use the internet to undertake commercial activities are male, white and relatively 
affluent. In a comparison made between Korean and Chinese men and women, it was stated 
that there are obvious differences in internet consumptions between men and women of the 
two countries. Korean men like internet games, information search, education and banking 
while Chinese men prefer internet chat, email and internet news in all age groups. Korean 
women prefer internet games, internet shopping and banking while Chinese women prefer 
internet chatting, email and internet news. Rodgers and Harris (2003) have found men to be 
more satisfied with online shopping than women and McCloskey (2006) proposes that there 
may be differences in the motivation, duration and enjoyment of electronic consumers across 
genders. 
 

Internet Banking and Technology 
 

Mere deployment of web-technologies as a new platform to serve the needs of 
customers by the banking organization cannot lead to the part of business success unless and 
until services delivered over internet are enriched with high quality. Service quality has been 
identified as an important contributing factor to the ability of an organisation to attract and 
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retain customers in electronic marketplace (Mahajan et al, 2002; Reichheld and Schefter, 
2000; Santos, 2003; Shankar, et al, 2003).The ultimate success of internet banking depends 
upon understanding the way in which customers’ interaction with a web site interface 
inculcates positive perception and behaviour for an internet bank. Researchers examined the 
impact of technology and quality of e-banking services on customer satisfaction (Joseph et al, 
1999; Casalo et al, 2008; Wong et al, 2008; Rod et al, 2009). Traditional service quality was 
found to play a major role in building trust in e-banking (Yap et al, 2010). 

Technology in internet banking can be viewed in terms of web site interactivity, 
information content and perceived security risks. Montoya-Weiss et al (2003) defined 
navigation structure as the organisation and layout of the content and pages in a web site. 
Hoffman and Novak (1996) defined it as ‘the process of self-directed movement through a 
computer- mediated environment. Jun and Cai (2001) assert that an easily navigable website 
is an important element for online banking to be successful. Richard and Chandra (2005) 
opine that navigational features are positively related to stimulate demand and create 
involvement of the surfers in the web site. Web site which has an easy to use navigation 
structure is likely to be used consistently by the users.   

Sathaye (1999) in his study was to quantify the factors preventing adoptionof Internet 
banking in Australia. The literature on Internet banking in Australia doesidentify lack of 
awareness and security concerns as the prime reasons for slow adoptionthereof by consumers. 
However, no empirical evidence was available to support thetheory that these factors are in 
fact responsible. The above analysis shows that securityconcerns and lack of awareness stand 
out as the reasons for non-adoption ofinnovation of Internet banking by Australian 
customers.Perceived security risk of the web site is vital in the virtual environment. Customer 
perceived security risk issues have assumed greater significance in recent times with the 
advent of internet based commercial transactions. Cox and Rich conceptualize perceived 
security risk as ‘the nature and amount of risk perceived by a consumer in contemplating a 
particular purchase decision (Forsythe and Shi, 2003). In the virtual environment, perceived 
security risk is high as customers have no face to face interaction with the service provider. 
Banking raises a security risk concern as a third party can easily intercept the system and thus 
building trust is of utmost importance in developing and maintaining long-lasting relationship 
between them. Serious operational risks and potential liabilities are associated with security 
breaches in the transfer of funds or instructions and the actual theft of identification 
information over the internet (Furst, Glaessner and Kellerman, 2001). The 2002 US 
Computer Crime and Security Survey reports that 70% of respondents’ sites suffered from 
vandalism attacks, where 12% included theft of transaction information and 6% financial 
fraud.  

Bhatnagaret al, (2000) also support this contention and assert that dissemination of 
personal information may raise the likelihood of infringement of security. Prior studies have 
stressed the importance of security and protecting users from the risk of fraud and financial 
loss (Bert et al, Belanger et al, 2002).  Security is a major influencing factor around the 
acceptance and use of newtechnologies (Tan and Teo, 2000). Risk was found as a major 
impediment to cell phonebanking adoption in South Africa (Brown et al, 2003). In terms of 
the choice of an Internetaccess technology in the home, the need for security of consumers’ 
personal details is verycritical. As a result, the lower the perception of risk involved in using 
an Internet accesstechnology, the more likely it will be chosen by consumers. 
 

Conclusion and Recommendation 
 

As internet banking is gradually gaining commercial momentum, it can be harnessed 
as an opportunity by the bank marketers to gain competitive advantage. Arming themselves 
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with potential users, their needs, demographics and perceptions will assist the marketing 
managers to have a thorough understanding of the target customers to offer their services. 
This will not only generate profitable gains for the marketers of Internet banking but 
simultaneously create a niche for them in the tough competitive arena. If banks take an 
initiative in improvising the web site by providing not only the physical attractiveness of the 
site but also accurate  and timely information along with security measures. 
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