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Abstract - Information and communication technology
(ICT) has become the heart of banking sector, while
banking industry is the heart of every robust economy.
If it collapses so will the economy. This is absolutely
evident from current recession in European banks
crises, and in turn. The effect of globalization,
competition and innovation in the banking industry by
its providers to offer their services makes essential the
understanding of how various aspects of consumer
behaviour affect the innovation and respond to
customer service delivery. Within this context this
paper has considered a critical literature review of
previous researchers with the objective to examine the
impact of Information and Communication
Technology on banks performance and customer
service delivery. This paper also makes of a critical
review of peer reviewed, scholarly and organizational
literature regarding the impact of ICT on banks’
performance to examine if banks have successfully
achieved effective customer’s service delivery, by
providing high level of customer service through
online delivery channel, besides operating cost
minimization and revenue maximization.

Keywords - Banking Industry, ICT, Online Banking,
Customer Service delivery and Bank’s performance.

1. Introduction

Information and communication technology
(ICT) has in particular brought a complete paradigm
shift on the bank’s performance and on the customer
service delivery in the banking industry. In a bid to
catch up with global development, improve the
quality of customer service delivery, and reduce
transaction cost, banks have invested heavily in ICT,
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and have widely adopted ICT networks for delivering
a wide range of value added products and services.
The ICT development has a significant effect on
development of more flexible and user friendly
banking services. In this context one of the objectives
of this paper is to examine the relevant literature to
assess to what previous researchers have found about
the impact of Information Technology on bank’s
performance and customer service delivery after
adoption of information technology.

Customer satisfaction and customer service
delivery is a key parameter for banks to ascertain
how effectively the web furthers their objectives of
customer acquisition, retention and increased share
of wallet. The research on the impact of ICT on
bank’s performance and customer service delivery
in the banking industry have been broad. However,
few areas, with consumer perspective, are left with
less exploratory debate.

Today, information and communication
technology has become the heart of banking sector,
while banking industry is the heart of every robust
economy. If it collapses so will the economy. It is
absolutely evident from the current recession, in
European banks’ crises, and in turn. ICT has created
a new infrastructure for the world economy to
become truly global and also provided the users
of new technology a competitive advantage over
their rivals. Electronic banking system has become
the main technology driven revolution in conducting
financial transactions. However, banks have made
huge investments in telecommunication and
electronic systems, users have also been validated to
accept electronic banking system as useful and easy
to use (Adesina and Ayo, 2010).
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Castells (2001) reveals that, now transactions
worth billions of dollars can only take place in
seconds in the electronic circuit throughout the
globe by pressing a single butting. Although, ICT has
revolutionized the way of living as well as
conducting businesses and study of Banking
industry has received increased attention over the
last decade, it continues to pose challenges for
marketers and academic alike. According to Loonam
et al (2008), ICT advancements, globalization,
competition and changing social trends such as
heightened customer proactivness and increased
preferences for convenience have caused intense
restructuring of the banking industry.

2. Theoretical Background

Apparently, to identify and examine the impact
of ICT on bank’s performance and customer service
delivery, the researcher exploded various
articles/journals, relevant literature and existing
practice of Electronic banking. In today’s business,
competition, deregulation and globalization have
compelled Banks to offer service 24 hours around the
globe, whereas the significance drawback, on the other
hand, lies in its inconvenience and security factors.
However, both these factors have a significant and
profound impact on banks’ performance and
customer service deliver. The relationship that
revolves between ICT expenditures, bank’s
performance delivery is conditional upon the extent
of network effects. If the networks are low, ICT is
likely to:

e Reduce payroll expenses.
e Increase market share.
e Increase revenue and profit.

Furthermore, in a broader perspective, ICT,
deregulation and globalization in the banking
industry could reduce the income streams of
banks and thus the strategic responses of the
banks, particularly the trend towards internal cost
cutting, mergers and accusations are likely to
change the dynamics of the banking industry. This
paper seeks to determine if banks have earned
higher income and delivered a high quality service
than in traditional way. The main issues that can
prevent  consumers  positively include  the
convenience aspect of the service, ease of use and its
compatibility with their lifestyle.

3. Role of ICT in the Banking
Industry

Apparently, there are always potentials of crisis
which make the bank endure an insufficiency;
advanced ICT supported by a superior mechanism
control is required to make certain that ICT has
achieved the required processes insufficiency; thus,
advanced information system supported by a superior
mechanism control is required to make certain that
ICT has achieved the required processes. A review of
some related literatures reveals that ICT may
essentially affect negatively banks efficiency and
may reduce productivity. This notion was noted by
Solow (1987), "you can see the computer age
everywhere these days, but in the productivity
statistics".

However, since 1970s to the time Solow was
claiming that there was a huge decelerating in growth
as the technologies were becoming ubiquitous. On
the same vein, the paradox has been defined by
Turban, et al. (2008) as the “discrepancy between
measures of investment in ICT and measures of
output at the national level”. ICT has been one of the
most essential dynamic factors relating all efforts; it
cannot improve banks’ earnings. This was revealled
in an extensive survey conducted in USA for the
period of 1989-1997 by Shu and Strassmann (2005)

Conversely, there are various literatures that
debunk Solow’s claiming in totality and approve the
positive impacts of Information and Communication
Technology expenses to business value. In a
comprehensive research conducted by Saloner and
Shpard (1995) in USA within the time frame of 1971-
1979 reveals that the interest of network effect is
significant in utilizing an Automated Teller Machines
(ATMs). Milne (2006) also encourages and supported
the notion of the above authors. Interestingly, Kozak
(2005) investigates the influence of the ICT evolution
on the profit and cost effectiveness of the banking
industry within the stipulate period of 1992-2003. For
this period, the study declares a significant
relationship between the executed ICT, productivity
and cost savings.

The modernization of ICT has set the stage for
extraordinary improvement in banking procedures
throughout the world. For instance the development
of worldwide networks has considerably decreased
the cost of global funds transfer. Berger (2003),
reveals’ banks that are using ICT related products
such as online banking, electronic payments,
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security  investments, information  exchanges,
financial organizations can deliver high quality
customer services delivery to customers with less
effort.

Brynjolfsson and Hitt (2000) point out that "ICT
contribute significantly to firm level output.” They
determine that Information Technology capital
contributes an 81% marginal increase in output,
whereas non Information Technology capital
contributes 6%. Likewise they illustrate that
Information System professionals are more than
twice as productive as non-Information System
professionals. Farrell and Saloner (1985) and
Economides and Salop (1992), showed that the
relationship concerning Information and
Communication Technology and banks’ performance
have two encouraging outcomes.

1. ICT can bring down the operational costs of
the banks (the cost advantage). For instance,
internet technology facilitates and speeds up
banks procedures to accomplish
standardized and low value added
transactions such as bill payments and
balance inquiries processes via online
network.

2. ICT can promote transactions between
customers within the same network (the
network effect).

ICT has completely reshaping the landscape
and the dimension of competition in the banking
industry. Following the introduction of online
banking, ATMs and Mobile banking, which are the
initial milestones of electronic banking, the
diffusion of ICT and increased penetration of
Internet has added a new challenges and
distribution channel to retail banking: online
banking for the delivery of services and products.

4. Information and Communication
Technology and Banks’
Performance

However, research on the impact of ICT on
banks’ performance is insufficient and the available
studies are more of US, European and Australian
banking industry. Carlson et al (2000) and Furst
et al (2002) conducted and intensive research
whether there is a positive relationship that exists

between offering electronic banking and bank’s
profitability. Furst et al (2002), reveals that
federally chartered US banks had higher Return on
Equity (ROE) by using the conventional business
model, ICT was one of the major factors that affect
bank’s profitability within the period under study
and they also observe that more profitable banks
adopt ICT after 1998 but yet they are not the first
movers. On the same note, Egland et al
(1998), conducted a study and found no evidence of
major differences in performance of electronic
banking in the US subject to two caveats:

1. This result may not be the case for all the
banks.

2. Such results are open to change over time
as banks become more severe in the use
of innovation.

While in a similar study in Kansas USA,
Sullivan (2000) also found no systematic evidence
that multi-channel banks in the 10th Federal
Reserve District were either helped or harmed by
having transactional web sites. These finding
were among the previous findings of Sathye
(2005), for the credit unions in Australian banks
for the period of 1997 to 2001, shows that
electronic banking has not proved to be a yard stick
for performance enhancing tool. According to Haq
(2005) banks’ existence depend on their ability to
achieve economies of scale in minimizing
asymmetry of information between savers and
borrowers. Today, one of the major challenges
facing the banking industry is how ICT has helped
banks to sustain the economies of scale whilst
shifting from bricks and mortar banking to online
banking.

Claessens et al (2001) buttress that, “Role of
ICT in the banking industry can allow global
economies to setup a financial system before first
establishing a  fully  functioning  financial
infrastructure instead. Virtually, since electronic
banking is much cheaper, it involves reduced
processing costs for providers and less search and
switching costs for consumers, banks can promote
their services and products involving smaller
transactions to lower income borrowers, even in
remote areas.

Similarly, a research conducted by DeYoung
(2005) analyzes the performance of the
conventional banking versus the modern banking in
the US market and find strong evidence of general
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experience effects available to all start-ups.
However, in a recent study, DeYoung et al (2007)
invoke and find that, for US community banks and
traditional community banks, those multi-channel
banks are somewhat more profitable, mainly via
increased noninterest income from deposit service
charges. Movements of deposits from checking
accounts to money market deposit accounts,
increased use of brokered deposits, and higher
average wage rates for bank employees were
also  observed for click and mortar banks.
Whereas no change was explored in loan portfolio
mix, these findings confirm Hernando and Nieto
(2007) that internet banking is seen as a
complementary channel.

Centeno (2004) in his study of analyzing the
acceding and candidate countries’ (ACCs)
adoption of e-banking, classified e-banking
adoption factors in two categories:

1. ICT factors: These factors involve internet
penetration rates, skill of consumers in
using internet and related technologies,
attitude towards technology, security and
privacy concerns.

2. Banking factors: This category includes
trust in banking sector, banking culture,
Electronic banking culture and Internet
banking push.

In a similar research, conducted by Centeno
(2004), he also stated that lack of PC and
internet penetration is still an entry barrier for
internet banking development both in EU15 and
ACCs. The cost of access services is a main issue
for the PC and Internet penetration especially in
Central and Eastern Europe countries. On the other
hand, there has been a lack of confidence in the
banking sector in ACCs due to past turbulent
periods. These concerns are further aggravated
with privacy concerns. Magnitude of banking
service usage and electronic banking culture are
also weaker in ACCs compared to EU 15. A
similar research with Centeno (2004), conducted by
Gurau (2002), reveals that  successful
implementation and development of online
banking is upon many interrelated factors. Today
these aspects as in the current age in UK these
factors have been dealt and overcome by the
people. Now a day’s skills of using internet and
cost of accessing the technology, being at home, do
not seem to be a stumbling block towards the
adoption of innovation from the consumer

perspective.

Simpson, (2002) reveals that electronic
banking is motivated largely by the prospects of
operating costs minimization and operating revenues
maximization. An evaluation of online banking in
developed and emerging markets reveals that in
developed substitute for physical branches for
delivering banking services.

5. Customer Service Deliver In The
Banking Industry

Bloemer et al (1998) were on the view that most
models in the banking industry of customer
evaluations of services focus on the comparative
judgment of expectations versus perceived
performance resulting in the two major evaluative
judgments of perceived service quality and customer
satisfaction. For example:

1. Customers access service delivery by
comparing their expectations prior to their
service encounter with a bank (employee).

2. Customers also, develop perceptions during
the service delivery process and then
compare their perceptions with the actual
service received from the bank’s employee.

Thus, customer expectations are unique prior to
a service. They influence customer's evaluation of
service performance and customer satisfaction.
Customer services, by definition, are intangible and
easily duplicated. They can be divided into high-
touch or high-tech services.

1. High-touch services are mostly dependent
on people in the service process producing
the service.

2. Whereas high-tech services are
predominantly based on the use of
automated systems, information technology
and other types of physical resources.

However, one should always remember that
high-touch also includes physical resources and
technology based systems that have to be managed
and integrated into the service process in a customer
oriented fashion (Gronroos, 2001). Consequently,
electronic banking services include both high-tech
and high-touch services. For example, high-tech
services include online banking, Mobile Banking,
ATM machines, etc whereas high-touch services
consist of instructions and personnel assistance in
using the services.
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Customer service delivery is differentiable and
stem from the expectations of customers. Hence, it is
necessary to identify and prioritize expectations for
customer service and incorporate these expectations
into a process for improving customer service
delivery (Kassim and Bojei, 2001). Implementing and
evaluating customer service is a very complex
process. Zeithaml and Bitner (1996) reported that two
aspects need to be taken into consideration when
evaluating customer service:

1. Content
2. Delivery

Customers may be in the best position to
evaluate the quality of service delivery, while the
service providers are the best judges of the content of
the message. Though there is a number of different
aspect of services involved.

According to Parasuraman et al (1985), the
study of customer service delivery has gained interest
just after the concern on improving the quality of
products appeared, and services are increasingly
important in the global economy (regarding the
participation in the GNP and job creation figures, for
instance). Like machines transformed the agricultural
economy into an industrial one, the information
technology nowadays changes the industrial economy
in such a way that it becomes characterized as based
on services (Fitzsimmons, 2000).

The banking sector has already been depicted
(e.g., in Parasuraman et al, 1993, and Mukherjee et
al, 2003) as exhibiting little market orientation and
fulfilling services with little regard to customer
needs, as well as including branches dissimilar in
efficiency (Berger and Mester, 1997). According to
Mattos, (1999) the most frequent problems in using
banking services are:

e Long lines.

e Limited time for customer servicing.

e Transaction errors due to the banks
personnel.

e  EXxcessive bureaucracy.

However, contemporary factors like more
demanding and informed customers, the emergence
of new technologies, and the competition increase
(Cooke, 1997) modified the relationship between
banks and customers, and strategies for survival and
business expansion started to approach this seriously
(Global Finance, 2000). In fact, customers determine
the frequency of their contacts with banks based on

the experiences they have with the services, and this
exerts substantial impact on the profitability of banks
in the long run (Bhat, 2005). Although, customers
who are satisfied with service delivery are less likely
to shift to other banks, therefore increasing such
things as loyalty and retention (Al-Hawari et al,
2005).

Moreover, in as much as the customers want to
be sure that they choose a bank perceived as being
the best manager for their money, equally they also
want a polite servicing and a trustworthy process.
Barnes (1997) already said that no any service
industry seems to be more interested in setting up
relations with customers than the banking industry;
however, the increasing deployment of ICT in
financial transactions reduced the contact between
bank and customers, modifying quite remarkably the
general aspect of the relationship in fact, with the ICT
having lowered information costs, customers were
able to compare portfolios of investments between
banks, or even invest directly (Cooke, 1997).

Interestingly, ICT in particular play an important
role in the financial industry and this is one reason
why the banking sector is among the most intensive
in deploying ICT (Shoebridge, 2005). With the
increase of Internet services and cash machines
available in various locations, the most recurring
problems have been mitigated and, in some cases,
solved; as an effect, the volume of customer services
increased became easier, and the customer experience
turned out to be more comfortable. It is noticeable
that the new technologies, particularly in ICT,
enabled banks to service customers not only in
branches and other dedicated servicing sites, but also
in domiciles, work places and stop and shop stores, as
well as in a myriad of other channels (Al-Hawari et
al, 2005).

Thus, various issues related to the branches are
another concern when dealing with the customer
service delivery in the banking industry. For instance,
access to the facilities (e.g., parking lot attributes and
the mobility of people inside the branches), safety
and convenience of location make customers access
service delivery on a tangible basis (Castro, 1997);
the branches external and internal architecture may
mediate the perception of service delivery; while
ATMs inside the branches simplify the customers
procedures and lowers personnel costs, the number of
human attendants is also important and vary
according to demand, especially for reducing waiting
times for certain services, providing human
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interaction and servicing elder and less informed
customers, who still seem to prefer people instead of
machines as interfaces for their transactions (Dick,
2003).

Advertising  practices and the  banks
institutionalized reputation within the community
may be related to customer service delivery as well
(Dick, 2003). Compton (1990) points out that another
strategy for developing a good image within the
market is to diversify the portfolio of services. As
much as who uses many banking services is not
likely to move to another bank, sponsoring social
activities should also be considered.

6. Significance of ICT in the Banking
Industry

ICT revolution has distorted the conventional
banking business model by making it possible for
banks to break their comfort zones and value creation
chain so as to allow customer service delivery to be
separated into different businesses. Thus, for
example, primarily Internet banks distribute
insurance and securities as well as banking
products, but not all the products they distribute
are produced by their group (Delgado and Nieto,
2004).

However, the main economic argument for
diffusion of adopting the Internet as a delivery
channel is based on the expected reduction in
overhead expenses made possible by reducing and
ultimately eliminating physical branches and their
associated costs. This specifically applies to and
relevant in the Spanish banking system, which is
one of the most “over branched" in Europe. As
stated by DeYoung (2005) and Delgado et al
(2006), the Internet delivery channel may generate
scale economies in excess of those available to
traditional distribution channels.

Besides them, Haq (2005) also states that bank
exists because of their ability to achieve economies
of scale in minimizing asymmetry of information
between savers and borrowers. The unit costs of
Internet banking fall more rapidly than those of
traditional banks as output increases as a result of
balance sheet growth. Inthis context, DeYoung et
al (2007) refer to the Internet banking as a "process
of innovation that functions mainly as a substitute
for physical branches for delivering banking
services". In the case of the Spanish banks, there is
some undependable evidence that shows that the
Internet distribution channel has lower unit

transaction costs than the two other distribution
channels (branch and telephone) for a given type of
transaction (money transfer, mortgage loan,
brokerage or demand deposits).

7. Consumers’ Behaviour in The
Banking industry

Consumer behaviour is dynamic and to be
studied regularly. Increasing awareness,
globalisation, deregulation, living standards and
urbanization has led to increase in the changing
preferences and the same has forced the Banking
industry to change their product features and
customer service delivery. The study of consumer
behaviour is compulsory to the banking industry, so
as to know about likes and dislikes of consumers
from time to time so that the products and customer
services can be offered accordingly. Customers have
their own unique needs, demands and preferences in
a particular segment. Also, banks have to study
customers in particular segment. Interestingly, the
study of consumer behaviour can make it possible
that after observing and examining the behaviour of
consumer a Bank can present its product in such a
way that the product can capture the market.
Consumer behaviour indeed gives every possible
answer to the complex questions concerned with
consumer's buying reasons.

The following diagram will be elaborated
considering all marketing decisions taken in the
banking industry. All of them are essential decisions
and are concerned with essential ingredients of
services marketing mix.

Features of service offening like different foms of
deposits and loms s per customer requizements

|

Jlmeresl Chasges, Discount, Fees and Commission

Price | must be comp

Branches, ATMs, Mobile Banking and Internet
Place banking, for affordability, quality and convensence,
CBS (Core Banking Solutions)

Mass media is considered best for benking, Private
Promotion sector banks more believe in personal selling end
direct i

Bank employees” behavigur is a significant factor in
the service quality of banks which is considered &

People prime factor in the bank selection critena also

The process of a transaction cortains time, Accuracy
and convenience. Customer must feel delighted after
getting a transaction processed.

i

Process

Physical Physical evidence is a highly rational part of in
Pridence banking services. These are to attract potential
customers towards bank and to retail existing

Source: Mittal (2008), p. 225.
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When customers are treated as the king of the
Bank, the study of consumer behaviour becomes
more important for marketing decisions. There is no
doubt that the behaviour is the base of management
decisions.

Birch and Young (1997) show that consumers
seek convenience, transactional efficiency, a choice
of core banking products and non-core products, and
access to competitive returns and prices. The concept
of internet has raised customer’s sensitivity to fast
and efficient customer service delivery. Cox and Dale
(2001) categorise four factors in delivering customer
service delivery through web site that are:

1. Easeof use

2. Customer’s confidence
3. Online resources

4. Relationship services.

Each class relates to a different part of the
website experience and serves to improve and exceed
customer satisfaction. Ease of use is associated with
all factors relating to the design of website. The key
site seeks to, during the course of customer
navigation, reduce customers’ frustration. The
fundamental nature of website means that
communication with the customer has to be enabled
through the use of text, graphics and animation.

All these factors relate to design of the web site
and if the design is poor and not user friendly it
cannot then achieve customers’ expectation. The
spread of electronic banking should also benefit
consumers by reducing the time and inconvenience of
banking transactions and, in very small communities,
by providing access to banking services that might
otherwise be unavailable. (Keeton, 2001).

Apparently, ICT  creates  unprecedented
opportunities for the bank sector in the ways they
organize financial product development, delivery,
and marketing via the Internet. While it offers new
opportunities to bank sector, it also brings many
challenges such as the innovation of ICT
applications, the blurring of market boundaries, the
breaching of industrial barriers, the entrance of new
competitors, and the appearance of new business
models Cheung, et al (2003) and Saatcioglu et al
(2001). Basically, ICT is associated with a lot of
benefits, risks and new challenges for human
governance of the developments ( Hamelink, 2000).
Today, the challenges are rapidly increasing with the
pervasiveness of the Internet and the extension of

information economy (Holland and Westwood,
2001).

However, to successfully cope with the
challenge of the ICT, the bank sector must
understand the nature of the changes that revolves
around them, changes in terms of ICT, Innovation
and Demography. Without this understanding,
attempts to migrate to ICT may be doomed to failure.
Today, banks that are well equipped with a good
grasp of the electronic banking phenomenon will be
more able to make informed decisions on how to
transform ICT and to exploit the opportunity in
electronic banking. (Southard et al, 2004). In today’s
competitive market, establishing core capabilities can
help the banking industry reorganize their product
and customer service delivery, so as to sustain
competitive advantages and to achieve congruence
whilst shifting from the conventional banking to
electronic banking.

However, consumer behaviour affect person's
usage of electronic banking, obviously a person
should have an access to a computer with an Internet
connection either at home or in the office. It is
possible to use computers with Internet connection
also in some of the self-service branches. Apparently,
the research of online shopping reveals that prior web
experience has positive impact on the persons’ beliefs
about ICT in general (Crisp et al, 1997, p 4) and it is
quite obvious to draw a conclusion that the same
applies also for electronic banking. Consumers who
are on ease with ICT and use them also for other
purposes find it convenient to start using electronic
banking.

In addition, personal characteristics have been
identified as significant predictors of consumers’
adoption of an innovation various researchers have
shown that it is the perceived attributes of the
innovation itself rather than the characteristics of the
innovators that are stronger predictors of the adoption
decision (Black et al, 2001, p 391, Polatoglu, Ekin
2001, p.157)

Clients demand a minimum relative advantage
in order to switch channels. It means that the new
innovative service should be perceived to be better
than its predecessor. In the case of electronic banking
this is achieved via two strategies: added convenience
and price incentives. The branch banking venue is
characterized by long waiting lines and slow service
and it is quite logical that those who have the
possibilities try to use electronic banking. Also, the
negative motivation of pricing has been successfully
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used by the banks. Electronic banking transactions
are either considerably lower priced or without any
fee at all but for the transactions in branches the fees
are very high according to the Banks standard. That is
definitely one of the main reasons why the branch
transactions are quickly losing their popularity.

8. Conclusions

The banking industry which is the back bone of
every economy is confronted with various challenges
such as globalisation, deregulation, competition,
significant high cost of installing ICT and
maintenance. The usage of ICT can lead to lower
costs, but the effect on profitability remains
inconclusive, owing to the possibility of ICT effects
that arise as a result of consistence high demand
of skilled work force, issues of increasing
demand to meet customer’s expectation for
customer service delivery, trustworthiness of the
information system and competition in financial
services.

However, from the discussion whilst reviewing
literature many researchers did not find ICT, for
the delivery of customer service and profitable for
bank’s financial performance. So there has been an
arrow head among these findings on perspective of
profitability and customer service delivery. While, on
the same vein, other researchers found ICT channel
making profitable impact on the banks that are only
internet start-ups than the conventional banks
transforming into click and mortar.

In addition, there are other studies that proclaim
due to perceived security risk, lack of comfort with
computer technology, either due to lack of
awareness or age factor, and a host of other reasons
that ICT did not appear to be significantly viable or
accepted warmly or quickly by consumers. Other
researchers also found that despite all these factors
banks, themselves, have been unable to have
provided efficient customer service delivery because
of which the clients who were even ready to adopt
this delivery channel did not turn up again to
innovation, and banks couldn’t successfully build
the required contents of electronic banking
environment for consumers. More research need to
be carrying out in different location and different
time frame may confirmed or refute the previous
findings by collecting the primary data to come up
to a conclusion for the impact of ICT on customer
service delivery and banks performance.

It is quite evident from our study that enhancing
ICT in the banking industry is a must in a rapidly
changing market place, as the ICT revolution has set
the stage for exceptional increase in financial activity
across the globe.
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