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Executive Summary

Revolutionary developments in manggtiinformation and communications
technology continue to transform the banking andarfcial industry.
Distribution of banking services through the Intdris an important part of
this transformation. The objectives of this themie mainly to examine the
role, which Internet banking can play as a newribdistion channel of
banking services for the benefit of both finan@istitutions and customers in
Greece. The study explores the growth in on-linekiog services and the
ways in which financial institutions in Greece dake advantage of Internet
technology to offer successful and cost-effectivanking solutions.
Moreover, this thesis addresses the key issuesontecn to the banks
regarding their strategic positioning and the purtsiiservices they offer or
could offer on the Internet. Technology can helpkisabuild an integrated
delivery strategy for effective multi-channel maeagnt. Results identify
the reasons why Greek banks use Internet bankidglesir effect and place
an emphasis on the strategic impact of Interndin@ogy as a core element
of financial services. Greek banks want to expdrar texisting distribution
channels using the Internet as another alternatiaanel. Internet banking in
Greece is on its way to become the centerpieceeadtdanking strategies.
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The purpose of this thesis is mainly to examine tble, which Internet
banking can play as a new distribution channel aifking services for the
benefit of both financial institutions and customen Greece. The study
explores the growth in on-line banking services @hd ways in which
financial institutions in Greece can take advantafjénternet technology to
offer successful and cost-effective banking sohgio

Research method includes a combinationhebretical analysis (literature
review) and empirical analysis (questionnaires)sthuctured questionnaire
survey was conducted on 35 banks operating in @reec

Results identify the reasons why Greaiks use Internet banking and their
effect and place an emphasis on the strategic ingfdaternet technology as
a core element of financial services. Greek banksitwto expand their
existing distribution channels using the Internes another alternative
channel. Internet banking in Greece is on its wapdécome the centerpiece
of direct banking strategies.
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CHAPTER ONE: INTRODUCTION AND
BACKGROUND

1.1 Introduction

The global credit system has undergone a processfafmation and reorientation,
both at structural and organizational levels. Thaeking sector has been at the heart
of this procedure. Phenomena of mergers and atiqussi globalisation and
internationalisation of services and products, gkanin organizational structures,
innovation policies and practices, are just sonargies of the worldwide changes in
the banking industry.

Banks perform intermediation functions that aralvib a country’s economic growth
and development. Banking services have evolved fmonearly emphasis on deposit
taking (primarily demand deposits and savings aetx)uand short-term loans into a
much wider range of deposits and loans. Operating dynamic environment, banks
need to intensify their approach towards servicaityun an attempt to increase sales
volume, market share and ultimately their profineQof the strategies that have been
offered for success in such a business is the edlgliof high service quality. As
banking clientele has become more financially sstpisited, so have bank operations
that have expanded from traditional commercial bankservices to investment
services, fund management services, insurance tag&end other financial services.
Moreover, technological developments such as teeafiscomputers and especially
the Internet and the World Wide Web can facilitdtese bank operations.

Given the wealth of opportunities that the Interosgates for financial institutions,
having a strong on-line presence is becoming degfianecessity for most of them
and raises the importance of the Internet as desjca distribution channel for
providing banking services. According to Mols (2D0Othere has been a considerable
growth in the segment of consumers preferring tr@ebanking due to the increase in
computer literacy, the availability of computersiahe reduction in the costs of PCs
and Internet access. This fact will change thenagdtidistribution structure for most
banks and financial institutes.

Especially in Greece, although the use of Intersatot the expected one, Internet
banking continues to increase because of Intermeetsness in use, its low cost and
the requirement from some public authorities to/ oeteive online payments.

1.2 Background

Due to changes in the European banking sector gpdnsion plans in the Balkan
region, Greek banks are trying to strengthen thesition in the market and improve
their efficiency. Greek banks are trying to findwndistribution channels and methods
of providing their services in order to maintairdancrease their share in the market.
An appealing method of doing that is through thermet because it can offer banking
services at cheaper prices to more potential sliant the transactions can be carried
out from anywhere in the world at any time of dayn@ht. This means that by using
Internet technology, financial institutions canaddish a direct link to customers and
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improve their market shares while increasing tipewofits, without paying the high
cost of building new branches.

1.2.1 Structure of the financial system in Geece

Until the late 1980s, the financial system in Geeeftinctioned under many
bureaucratic rules and regulations that restrictadpetition and market development
(Mylonidis and Kelnikola 2005). However, the Greblnking sector in Greece,
which was once dominated by the government, has tsaaesformed in recent years.
There is a recent financial deregulation and matioetralization because of the
convergence with European Union standards, congoetitand privatisation.
Participation in the European Union has encouratied convergence of banking
services, while the introduction of the Euro anddpean integration has increased
competition among banks. The continuous privatsadf public banks has further
restructured the Greek banking industry. Thesermefohave mostly taken place
through mergers and acquisitions, with ownershimaiging in local hands. Such
developments are expected to continue within the ailed dynamic international and
domestic financial environment; nevertheless, agdrigrole for foreign institutions
(through ownership of Greek banks and/or formatw strategic alliances) is
expected to appear.

The Greek financial system had a remarkable tramsfbon during the 1990s and is
still evolving rapidly as a result of the contingiriberalisation process and its
integration into the European financial market. Ssmuently, the actual state of the
Greek financial system is best described in theteca@nof the on-going process of
financial reform and restructuring.

The structural changes in the Greek banking systelmded among others (Gortsos
2005):

Interest rate deregulation

Liberalisation of cross-border capital movement

Abolition of direct credit controls

De-specialisation of credit institutions

Modernisation of money and capital markets as agfpayments systems
Rationalisation of monetary policy- adoption of g¥egle European currency

Moreover, the European Union banking Directives amdulations towards the
establishment of a single financial market have tiedthe following developments
(Gortsos 2005):

e Freedom to provide cross-border financial servigitisin the European Union

e Minimum harmonization of Greek legislation to Eueap standards

e Enhancement of prudential supervisory measurestétapquirements, large
exposures, internal controls, corporate governance)

e Creation of a deposit guarantee scheme

e Enactment of money laundering legislation

e Enactment of extensive legislation on the operabdncapital market and
financial intermediaries providing services in them
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e Implementation of International Accounting Standard

The liberalisation measures in the Greek finans@ttor have given the banking
system the following characteristics (Gortsos 2005)

e Being subject to monetary and foreign exchangecipsli performed at a
European level

e Full integration into the single European finanamrket

e Universal banking prototype (banks may engage isbdn both commercial
banking and investment banking services- they cio grovide bank
assurance services)

e Segmentation of supervisory authorities (Bank okdge, Capital market
Commission, Supervisory Committee of Private Insoeg

Nowadays, the European economic and monetary usiooncentrating Greek banks
on boosting their competitiveness in what will b@eoa much tougher market. Greek
banking is characterised by the strong presentbeo€Central Bank (Bank of Greece)
which supervises and controls the banking seabbervening, if necessary, to secure
the smooth operation of the banks. Furthermoregkstmmanks are expanding in the
Balkan markets and support strategic cooperatiai wistinguished international

credit institutions in order to take advantage wiesgistic effects and know-how

transfers, to expand distribution networks and ®&ruse a position in major

international financial centers (Mylonidis and Kkdia 2005).

The Greek financial intermediaries include (Gort20€5, Hellenic Bank Association
2006): a) Credit institutions such as commercaails, specialised credit institutions
and cooperative banks, b) Financial institutionshsas leasing companies, credit card
issuers, foreign exchange bureaus, venture camtahpanies and payment
institutions, c) Market intermediaries providingvéstment services: either on a
collective basis (mutual fund management compareesl investment fund
management companies) or on an individual basiegtment firms).

According to the Hellenic Bank Association, at tieginning of year 2005 the credit
institutions operating in Greece consisted of 2inmercial banks incorporated in
Greece (with a steadily increasing participationfarkeign institutional investors in
their capital basis), branches of 19 commerciakbancorporated in other member
states of the European Union, branches of 4 conahéanks from third (non-EU
countries), 2 specialised credit institutions aBcc@operative banks (see table 1.1).

Banks
Greek Commercial Banks 21
Foreign Commercial Banks 23
Specialised Credit institutions 2
Cooperative banks 16
Total 62

Table 1.1: Credit Institutions operating in Gredaeing 2005 (Hellenic Bank
Association 2006)

Commercial banks in Greece offer all kinds of bagkservices, at the same time
expanding their activities through the markets apeg in Greece and abroad.
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However, there is a strong competition among coroig@ebanks and other financial
institutions in Greece.

Assets Loans Deposits
2003 2004 2003 2004 2003 2004,
Greek 82.1 80.9 84.5 85.1 82.6 81.8
Commercial
Banks
Foreign 9.3 10 9.4 8.8 7.3 8.2
Banks
Specialised 8 8.4 5.2 5.1 9.4 9.2
Credit
institutions
Cooperative 0.6 0.7 0.9 1.0 0.7 0.8
banks
Total 100 100 100 100 100 100

Table 1.2: Market Shares (%) of Credit Institutioperating in Greece (Hellenic
Bank Association 2006)

The banking sector in Greece is relatively conaatt. The five biggest banks (The
National Bank of Greece, Alpha Bank, EFG EurobangaBias, Emporiki Bank and
Piraeus Bank) accounted for 65% of assets, 67%aokland 65% of deposits in 2004
(IMF 2006).

Recently, changes took place in the Greek bankiates. Credit institutions became
commercial banks; investment banks stopped thesratjpns, new banks have been
established, while some banks have been boughteoged and now operate under
new name and management. However, the Greek basystgm needs to consolidate
and strengthen its position in order to survivetts European Monetary Union
playing field. Greece does not need so many baokeperate and future market
conditions will not support the inefficient ones.

1.3 Problem Formulation

The problematic that is going to be investigatedthis thesis is the role, which
Internet banking can play as a new distributionndea of banking services for the
benefit of both financial institutions and customar Greece.

The study aims to explore the growth in on-line Kiagy services and the ways in
which financial institutions in Greece can take atteage of Internet technology to
offer successful and cost-effective banking sohgioMoreover, this thesis will
address the key issues of concern to the banksdiagatheir strategic positioning
and the products/services they offer or could ajfethe Internet.

1.4 Methods

As already mentioned, this thesis aims to exanteeirnpact of Internet banking on
the financial services industry.
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Research methodologies will include a combinatibtheoretical analysis (literature
review) and empirical analysis (questionnaires).taDavill be collected from
publications (secondary data) and questionnaine®mdpy data).

Studying of recent publications will constitute tliterature review in this thesis. The
aim of the literature review is to show what hasrbéone in the field and how the
current study relates to earlier research. Theevewvill give an overview of the
findings of various previous studies and identigngral patterns of the findings and
the conclusions that can be made. The need foliténature review is to serve as a
foundation for rational reasoning on which the eatrtopic can be built upon. This
will give an insight of the current status of Imtet banking and especially marketing
of banking services through the Internet in Greece.

For this thesis, secondary data was collected fvamous publications to better
understand and explain the research problem. Thebécations include general
statistics, internal sources, government publicatioperiodicals and books, online
data sources, business information, commercial, degsociations, research reports
and international information (Kotler 2003).

As part of the study, a questionnaire (see AppeAjliwas sent to a number of banks
(see Appendix C) operating in Greece, represerdirigir share of both banks that
offer some level of interaction with the customansl banks that provide full Internet
banking via their WWW pages. According to Berdi®g@), a questionnaire is a
series of predetermined questions that can beredleadministered, administered
by mail, or asked by interviewers. It is a reseangdthod used for many purposes that
vary depending on the type of information soughiriby the current study structured
guestions were used to generate answers that wesemimgfully compared and
analysed. In addition, the author of this thesiste@ the bank Web sites that
responded (see Appendix F) and answered a secadfiannaire (see Appendix B)
that represents an evaluation of the bank Weh sites

1.5 Thesis Outline

This study is divided into six chapters.

Chapter One gives a short introduction to the stilged the central theme of the
thesis is highlighted. Moreover, the chosen topibriought in and the aims of this
study are being presented together with their nithim addition, the structure of the
following chapters is being provided.

Chapter Two defines Internet and gives a brieohisal review of it. Moreover, the
strengths and weaknesses of it are listed so hkatetader understands its importance.
In addition, the current status of Internet in Gee@s a new distribution channel is
being provided.

Chapter Three outlines how the Internet is affgcbanks today. It starts by defining

Net impact for banking services. Then it refersthe four types of Internet use in
financial institutions and the growth of Internetnking is being explored. After that,
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a detailed analysis of the advantages and disaalyesitand risks of Internet banking
is being provided.

Chapter Four has a detailed analysis of on-linkibhgnn Greece. Moreover, there is
a reference in the Greek banking system and thela@went of Internet banking in
Greece.

Chapter Five explains the role of Internet bankasg a distribution channel for

providing banking services. Moreover, a four-ph&senework is being introduced

for understanding the different ways banks canogeline and the advantages of each
level of on-line commitment. Furthermore, some ssggns are being offered for

developing an Internet banking offering.

Chapter Six presents the author's methodology arestgpnnaire development. The
data (secondary and primary) and methods used ditecting it, their logic and
limitations are highlighted. Moreover, he explams findings and concludes with a
summary of result. Finally, there is a review o thbjectives of the study and some
last concluding remarks, concerning the researdhtamesults.
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CHAPTER TWO: AN OVERVIEW ON THE USE
OF THE INTERNET

2.1 Introduction

Nowadays, when everything is developing rapidly #rel power of information plays
a major role in everyday life, technology comes ¢oeate new means of
communication that are going to dominate in thdowahg years. These recent
developments are being expressed without any ditubtigh the opportunities that
the use of computers and especially the Interrfet.of

The Internet is the physical network that links pomers across the globe (Smith and
Chaffey 2005). It consists of the infrastructure oftwork servers and

communications links between them that are usetlold and transfer information

between the clients and servers. According to cedstia from U.S., 62 million U.S.

households, or 55% of American houses, have a cmmmonnected to the Web

(Lieb 2005). Moreover, in the EU the percentaggedple that have access to the
Internet is 49% and is growing (Eurostat 2005).

According to the OECD, there are 270.7 milion tntt subscribers at the OECD
countries and this number is increasing fast. Iditesh many more individuals who
do not have their own direct Internet access thotiglr home, are logging on
through other sources, such as the university, placke, libraries or civic
organisations. Internet World Stats (2006) estiswdtes Internet users around the
world to 1,018,057,389 people. Given the fact thatth’s population is about 6.5
billions, approximately 1 out of 6 people has asdesthe Internet.

2.2 Internet Definition and History

The Internet refers to a large interconnected ndkwaf a number of computer

networks that link people and computers all overworld through the use of phone
lines, satellites and other telecommunicationsesgstthat help them to exchange
information (Ellsworth and Ellsworth 1995).

Historically, the Internet was a military experinhéhat started in the early 1970s by
the US Department of Defence. It was called ARP/Amet it was a system originated
by the Advanced Research Projects Agency to improm@munication and data
exchange between researchers and scientists.

However, the usage of Internet has increased dicataduring the 1990s. Together
with the World Wide Web (WWW) they can be extremelgeful for various

applications of education, commerce, communicatiorentertainment. As a result,
the original communication standard could not kegpwith Internet’s astonishing
rate of growth and changed to TCP/IP standard, wki@a group of communication
protocols used to connect hosts on the Internet.
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2.3 How Does the System Work

In order for an individual to have access to the WWe needs to have the necessary
software installed on his computer (e.g. Web browde-mail etc.) and a
communications network. Moreover, Internet usagehame includes a modem,
which is supposed to connect the computer and ¢leplone line and a public
telephone service. In addition, the user needsat@ laccess to a “service provider”
and his computer must be at least a Pentium-basedther type of processor
machine.

2.4 Strengths and Weaknesses of the Internet

Undoubtedly, the Internet is an extremely importphenomenon with some strong
and some weak points that affect many aspectseo$ahiety (Jones 1996). The most
significant ones are:

Strong points:
1) The international impact of the Internet alloea@mmunication and exchange of

information 24 hours per day among people of ewenyntry in the world using a

universal language.

2) World-wide use of e-mail communication is cheap.

3) Given a sufficient infrastructure, all the cortgrs can communicate with each
other regardless of their operating systems.

4) Increasing demand for advanced Internet servane$ applications makes the
related companies to invest more funds, which dautes in the development of each
country’s economy.

5) Demand for Internet services makes users todspeme money for better services
and create new opportunities in the market.

6) New approaches of communicating with the custsraee created by the ability to
monitor individual domestic lifestyles.

7) New education opportunities are created by aeusally low-cost access to the
Internet for all the people.

Weak points
1) Many people, especially old or less educated fiomputers difficult to use and

expensive.

2) When using a slow, dial-up connection, downlogdiVeb pages takes a long time
and can frustrate users, especially when the Hetsig.

3) Finding information by using search engines thieo software tools can be difficult
because of unnecessary complexity into Web-siteggulehat can reduce Internet
usage for many people.

4) Probability of network failure that can causganaconomic losses.

5) A continuous increase in premium Internet accesss can reduce the entrance of
new customers.

6) Accessing illegal or undesirable material thiodlige Internet can cause restrictions
on its growth due to social or government concerns.

7) Fears for lack of security when using the Inéérand possible access to private
information need to be eliminated in order to preseconfidence in the system’s
capabilities.
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2.5 Internet Users in Greece

The Internet is now becoming a popular tool in GeeéAccording to a survey made

by the Observatory for the Greek Information Sggidte percentage of Internet users
in Greece was 20.8% in 2005, while the percentddeternet access (irrespective of
having a personal connection) was 23%. In additibrwas estimated that the

majority of Internet users include men, younger ggaups, residents of Athens and
Thessalonica (the two biggest cities), as welligisdn education individuals.

Internet access is mainly accomplished throughadugi connection (67%), while
ISDN follows with 21% and broadband with only 8%owkver, according to the
Observatory for the Greek Information Society, ¢hevere 167,000 broadband
connections (1.5% of the population) in the begigrof 2006. In addition, there are
over 15,000 new broadband applications every mowthich together with the
increasing rate of personal computers sales sheat girospects in the future use of
Internet in Greece.

2.6 The Emergence of the Internet in Greece as a WeDistribution
Channel

The Internet is fast becoming an important distidou channel for a wide range of
businesses. According to Seitz and Stickel “Distidn channels are physical
capacities to build up customer contracts in aesgyatic way in order to inform,
counsel and sell products and services”. Distrdsutchannels show or deliver
products and services to the buyers or users amglaysical distribution channels
such as warehouses, transportation mediums andratd® channels like distributors,
wholesalers and retailers (Kotler 2003). So therhet is what we call an electronic
distribution channel.

Managers cannot ignore the impact of Internet agir thusinesses. According to
Ghosh (1998), in order for a company to deliver reswices or bypass the go
betweens, it first needs to construct direct conoes with the customers; and this
can be accomplished by using Internet technology.

Providing services through the Internet can be \egpelling for the customers

because of the low cost that these electronic exgggahave. By this method, the cost
of traditional sales and marketing are being reduétwever, the biggest advantage
is that it offers clients convenience, personatwatand interactive communication

that traditional competitors are unable to offer.

The use of the Internet distribution channel offscenomies of scale. With it, there is
no need for having many suppliers in the compangesthere is no physical distance
with the clients. Moreover, successful branches éna originated in the Internet can
expand themselves without the high cost and thayd#lat usually occurs in the
physical world. Furthermore, the Internet can bescmnconcentrating medium by
gathering the buyers to sites that can cover alt theeds. Today, businesses all over
the world are using the Web and e-commerce to géndiillions in revenues from
on-line trading market.
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According to Datamonitor the Internet has a gredéptial as a distribution channel if
it is used cost effectively and gets integratedhwatther direct and non-direct
channels. In addition, according to Strategic méional SA, Internet penetration is
growing fast in Greece and although 92% of the wowss use the Internet for
information search, 58% uses it for e-mail commatiicy and only 5% for online
purchases, consumption in online shopping is exoetd increase. What is mostly
sold online in Greece includes travel tickets, CbBsmputer ware, books, mobile
telephony products and flowers.

There are five categories of online customers igeGe (Vrechopoulos et al 2000):

1) Innovatorsthese are Internet users who first adopt the peaguct/service or the
innovation. They are not so many in numbers buirdegested in trying new products
and services. They are characterised by havingehigtiucation and good information
about the new products and services through otirervators and their impersonal
and scientific sources of information.

2) Early adoptersthese are Internet users that are less interdsteadopt than
innovators. They are generally more integrated hairt local communities than
innovators, and are more likely to be opinion leaddcarly adopters are usually
younger, educated, have a high social class ardl adat of specialized magazines
about new products and innovations in comparisothéoaverage consumers. They
often make contact with salespeople of new produacid services and play a
fundamental role as opinion leaders who influertteioconsumers.

3) Early majority consumerghese consumers adopt the innovation just betioge
average consumer in the market does. They conisiddot before taking the decision
to adopt an innovation. They are characterised biglaer age, higher education and
higher socio-economic level than the average mesmbértthe society. Finally, they
mostly rely on opinion leaders such as the eampéets.

4) Late majority consumerghese consumers delay the adoption of the inmovat
primarily because they are sceptical about new ymtsdand services. Generally, they
decide to adopt them after they have felt a stremgal pressure. Moreover, they
mainly rely on opinions expressed at an informaklleby people they know well.
Finally, they watch electronic media less frequetithn others.

5) Laggardsthey generally decide the adoption of new proslasid services when
they are close to their withdrawal from the markettheir substitution from others.
Laggards do not trust innovations so much and ac&ally isolated. They are older
consumers of lower socio-economic status.

Consequently, the World Wide Web represents a fabé& opportunity for
businesses and as we will see in the next chap@regk banks and financial
institutions, to market financial services to newnd aexisting customers in a very
integrated way. The Internet is too important tooigeg and the companies that
currently do not want to participate in electroommmmerce may be forced to do so in
the future either by their competitors or theirtonsers.
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CHAPTER THREE: BANKING AND FINANCE ON
THE INTERNET

3.1 Introduction

In modern society, financial institutions such ashs, savings and loan associations
and insurance companies, facilitate economic growth performing essential
intermediation and distribution functions. Whentect as financial intermediaries
they channel funds to productive uses while progdinvestors with a variety of
outlets for their savings. Through well-developmdricial markets, securities brokers
and dealers, they distribute efficiently securitieat firms issue to finance productive
investments. Financial institutions accept moneay provide services in return. They
take deposits from the public so that they are ablessue loans to a variety of
companies and individuals. Therefore, financiatitnsons and especially their most
familiar form, the commercial bank, perform an asseansformation both by
providing diversification and liquidity.

However, the role of bank branches as a distributietwork of banking services in
international level has changed during the lastrsyadth the increase of activities
outside branches. During this decade, the uset@ephone, a mobile, a PC or access
to the Internet is enough to fulfil a variety ofnliang transactions in the least time and
with the least cost. The high speed in providingeavice and the low cost of a
transaction offer a competitive advantage to a kawk contribute to the decrease of
expenditure, the increase of productivity indicéise growth of businesses and
strengthen the relations with the customers.

Today, the use of financial services is charaadridy individuality, mobility,
independence of place and time and flexibility. 8ese of the great international
competition, financial transactions are being Hedh by traditional banks and non-
traditional banks that are trying to find new methoof providing their services in
order to maintain and increase their share in theket. An attractive way of doing
that is through Internet technology because it @ complicated products in an
equivalent quality with cheaper prices to more pbét clients and the transactions
can be carried out from anywhere in the world attane of day or night. Because of
the above, it is important for a bank to particgattively in Electronic Banking and
in Electronic Commerce.

3.2 Defining Net Impact for Banking Services

Although most products are of a physical naturegritial products and services have
a completely different nature. Financial servicee eomprised of two core, non-

physical elements that are ideally suited to oe-linteraction: transactions and
information. This happens because the transactissisare being executed through
the computer don’t involve people and all theiroassted costs, so investors get
significant savings. On the other hand, the vafrmation that the Web provides

revolutionises both the ability to deliver infornaat and its cost for the benefit of the
customers.

Andreas-Nikolaos Papandreou 20



INTERNET BANKING IN GREECE: DEVELOPMENT, EVALUATION  AND PERSPECTIVES

On-line banking through the WWW does not need g@egial software to buy and set
up. The customer contacts his bank and then hesiripsi user id and password at his
bank’s Web site to get full access to his accousiésjust needs to have a secure Web
browser such as Netscape Navigator 8.1 or highemosbft Internet Explorer 6.0 or
higher and others. This way of banking online rezgiithe use of Internet browsers
that support 128-bit encryption, which protects stoners by scrambling all the
personal information transmitted between a consimeomputer and the bank
(Nixon and Nixon 2000).

3.3 Areas of Use of the Internet in Financial Instutions

There are four types of Internet use in finanaiatitutions(Seitz and Stickel 1998,
Keyes 1999, Nixon and Nixon 2000):

1)_Information presentationt is when a financial institution uses the Imetr to
present its products, services, branch locatiodshars to the public. This type, not
only announces that the bank exists, but also gesva kind of electronic brochure
that informs the customers about facts concernimg lbank. However, financial
institutions that have such a basic Web site do allow viewing of customers’
accounts or other transactions.

2) Information presentation with two-way communigat it is when the client sends
an electronic mail or fills a feedback form to thenk, requesting further information.
3)_Interaction with usernt is when there is a quick exchange of informatbetween
the user and the server because the former is dated in the databases of the
financial institution. Information on the interesites for loan and deposit products
can be featured but with the added ability for Véeb visitors to complete loan and
new account applications on-line. In this way, thank directly receives the
applicant’s information.

The interactive type has many advantages and a#aisvalue to the customer. The
customer can price the bank’s products on-line endail back any questions he
might have. The bank can also provide on-line firrcalculators so that customers
can use the current rates to see the return op@siler the cost and payment of a
loan. Moreover, the bank can offer currency coneessthat allow the determination
of different currencies values from one denomimatmthe other.

4) Transaction bankinghis includes various financial transactions,hsas opening
and closing of accounts, paying bills, securitieansactions, money transfers,
implementation and deletion of standing orders,liegwns for loans or insurance
acquisitions, credit card applications, financiEnming services, information for tax
purposes.

We are going to see these types in detail later on.

3.4 The Growth of Internet Banking

Internet banking is the situation under which atividual performs common banking
transactions over the Internet by using a browsstead of going to his local branch
to carry them out. Moreover, an Internet bank ik that has established a presence
on the WWW to facilitate customers to perform thdmek transactions. Some
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Internet banks only exist on the web and have rekdand-mortar branches (Furst et
al 2002).

Internet banking is growing faster today than mfisncial institutions had ever
expected and the number of banks on the Net igntantsly increasing. Yahoo has
reported 4921 banks on the Web. According to thén®©manking Report, online
banking penetration continues to climb reaching 3l U.S. households by year-
end 2004. NetBanker defines as a “true Internek’bane that provides account
balances and some transactional capabilities &l ceistomers over the Web.

US Households Banking Online, 2000-2007 (In millions)

1.5

45.0

Figure 3.1: US Households Banking Online (eMark2@4)

According to the Pew Research Center (2005), in53Snillion people or 44% of
Internet users and one-quarter of all adults, ctigresay they use online banking,
which corresponds to an increase of 47% over thmbeu of Americans who were
having Internet banking in late 2002. Moreover, amsual day online, 13 milion
Americans are having banking tasks online, a 58etease from late 2002 (Pew
Research Center 2005).

According to International Data Corporation (200#), Europe the number of e-

banking accounts will continue to have double dig@wth rates over the next couple
of years, especially in Italy, Spain, and the UDiring 2004, from the 122.3 million

users of Internet banking 57.9 milions came frorastérn Europe (see table 3.1). It
is expected that over the next 5 years, online ingnkill be an essential requirement
for European banks that want to add the Internahioél to more traditional channels
for their businesses.
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Region

(millions 2000 2001 2002 2003 2004
of users)

Westemn | 15 6 28.0 37.8 47.7 57.9
Europe

United | g g 14.7 171 20.4 22.8
States

Japan 2.5 6.5 11.9 19.6 21.8
Asia-

Pacific -, 4 4.4 6.8 9.8 13.8
(excluding

Japan)

Rest of

the world | 10 1.7 3.1 5.1 6.1
Total 34.4 55.3 76.7 102.6 122.3

Table 3.1: Growth of Internet Banking from 200204 (ePaynews.com 2006)

According to Datamonitor (2005), European banks gmng into e-banking
technology to improve the functionality and usapilof their websites as well as
levels of integration with other channels. Moregvas the Internet is becoming an
increasingly effective revenue generation tool,dpa@an banks are spending more on
electronic banking channels (see table 3.2).

Country 1999 2004
UK USD 99 bn USD 395 bn
Germany USD 88 bn USD 243 bn
France USD 69 bn USD 271 bn
1999 Banks spent almost $1 million per day on e-banking
2004 4-fold increase in e-banking spend, to $1.4 billion
* $850 million of this total will go on external coattors

Table 3.2: European Spending on Electronic Ban&kihgnnels (ePaynews.com 2006)

There are various reasons for the rapid growthnvérhet banking. First of all,
Internet usage has become very popular. There \@e 1000 million persons that
have Internet access worldwide, a number that aeeasing every day. Moreover,
technological developments and customer acceptaroeourage electronic
commerce. There is a high number of people that haade a purchase on-line,
which is increasing fast. Finally, more banks artieo financial institutions are
realising the advantages that on-line banking sféard are developing a presence on
the WWW that includes both brochureware and traimzs:
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Offer Plan to offer

today in 3 years
lI\)/Ionltorlng of account 5204 91%

alances

Funds transfer between
different accounts 52% 90%
Bill payment (funds
transfer to billing 41% 84%
companies)
Loan applications 22% 81%
Cash management and
other services for small 27% 74%
business
Bill presentment from
business customers to 10% 64%
consumers
Person-@o-person 17% 61%
electronic payments
Brokerage accounts 9% 56%
Business-to-business
portal or finders services 6% 47%
(e.g. Net Market)
Aggregation of customers
financial mformatlo_n from 3% 429%
other service providers
(e.g. "screen scrapers")
Insurance 6% 41%

Table 3.3: Percentage of banks with Internet bankervices that offer the following
features today and plan to offer them in 3 yearmgéXsways 2006)

3.5 Advantages for the Banks

According to a survey conducted by Forrester Rebeabanks have various
advantages by using the Internet (see figure 3.2).
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Note:
Decrease cost| [ NO % Based on
responses
Improve customel | |52% from 23
services European
Increase revenu:2 -13% Eﬂaur:ti(igie
Competitive 13% responses
pressure: |:| accepted.
Replacing olc 9% _
branch sysems . Egﬁr[ecsiér
anywa
YWy Research

Figure 3.2: Reasons for Integrating Branches wignlhternet
(Xpressways 2006)

Indeed, the Internet is both a marketing commuiainattool and a new distribution
channel for providing banking services with numerbanefits:

3.5.1 Internet is a cost-effective distributin channel

For the banks one of the most obvious advantagésist has the lowest cost of any
of the current delivery channels and it is cheaffean mailing information or
providing phone services (see table 3.4). Moreolkanks can have cost savings by
sending e-statements instead of paper statemeshtscarpting online bill payments.

Banking Transaction Costs

Channel Average cost per transaction
Full service branch $1.00

Mail $0.70

Telephone $ 0.55

ATM Full Service $0.28

PC Banking $0.015

Internet Banking $0.010

Definition: Direct cost of a non-cash payment transactioncliees set-upj,
installation and capital expenditure cost)

Table 3.4: Banking Transaction Costs (Benton 2002)

This is because electronic banking services viaANéW do not need a lot of manual
intervention to process a transaction or to answarstomer’s query so the operations
costs, which are the costs directly associated widh conversion of inputs into
outputs, are being minimised. In that case, thé kapports a single computer system
instead of a multitude of personal finance progtams

Furthermore, there are huge potential cost savinggere is a high percentage of
bank customers that carry out their transactionsidigg the Internet as a primary
channel. The reason for that is the reduction @ nbmber of branches required to
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service an equivalent number of customers. Of epuilsat can lead the banks to
reduce their employees and use the buildings oedgiogoment for other purposes and
introduce new activities by taking advantage of #dditional revenue that the
utilisation of their resources can bring. Servicadgditional Internet customers has a
low cost in comparison to the large cost of opemingew physical branch. Moreover,
the set-up cost for a bank to establish and mairagasite is less than setting up and
operating a traditional branch. In addition, thartsup costs are going down because
technology providers have increased their expegi@me the market is developing.

Another important issue here is the minimisatiorth&f opportunity cost when using
Internet banking instead of utilising an alternativesource. The banks have to
introduce electronic banking because if they dq tiwir traditional bank or non-bank
competitors will and they might lose part of therked share.

3.5.2 It identifies profitable customers andncreases the bank’s
economic profits

In the modern monetary system, the assets of tlamd® sheet include two broad
categories (Hellenic Bank Association 2006): loamsl investments and defensive
assets. The first one, which is the most imporbassiness of every bank, in the short-
run tends to be illiquid or with unpredictable vallSo if the bank wants to realise
their full value, it must hold them to maturity. As result, these assets can be
obtainable to meet deposit withdrawals only at soisie of loss and it might also be
not possible to sell or to borrow against certaiank. On the other hand, defensive
assets have very high liquidity, are reversible t@k value can be predictable. Such
defensive assets can be currency, cash, depositsatik has in the Central Bank or in
other banks, Treasury bills e.t.c. Moreover, baéposits with the Central Bank are
called reserves and can be either primary or sesgndn addition, legislation
requires banks to hold a particular quantity oedsive assets, which are the required
reserves of the bank. Furthermore, bank’s net hgddiof defensive assets should
exceed the required reserves (this is the banksndige position) in order for the
bank to be able to cover unexpected deposit withalsaor extraordinary demand for
loans. In that case, the bank asks for cash fraanQéntral Bank or from other
commercial banks.

Concerning the liabilities of the balance sheet¢séhinclude overnight loans, deposits
and shareholders’ equity.

So, the basic accounting identity for the comméizaak’s balance sheet is (Hellenic
Bank Association 2006):

D+E=kD+R+L
where D is the deposits, E is the shareholdersitygkd is the required reserves
(O<k<1, k is the proportion of deposit requirederess), R is the defensive position
and L is the loans and investments.
In this identity, D+E represent the liabilities akD+R+L represent the assets of the
balance sheet. If L+| exceed disposable assets,thisedefensive position of the bank
IS negative.

In order for the bank to grow, it needs to maxinmtseprofits. This can be done if
there is an augmentation in deposits, which witivalthe bank to offer more loans.
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That's why the bank tries to acquire additionakress for lending by selling part of
its asset portfolio, by borrowing and of courseebgouraging new deposit liabilities.

Bank profits can be measured in several ways (MyQ#£82):
1) By the ratio of bank income after taxes to aat assets
2) By return on capital

3) By the ratio of capital relative to total assets

As long as the interest earned on assets is hidjaer the interest paid on interest-
bearing liabilities, the bank can issue more lcams improve its revenue. However, it
can't use all its cash reserves for loans becausem't be able to face immediate
withdrawals from its customers and problems ofidigy will appear.

Bank liquidity is an important issue for safety amlindness in the banking system. It
shows “the ability of a bank to meet its currentigations for cash outflow and to
respond to changes in customer demand for loanscasld withdrawals without
selling assets at a substantial loss” (Johnson)182®k assets are liquid to the extent
that they may be easily converted into cash witlzoloiss.

The aim of the commercial banks is to be as ptadétas possible within reasonable
limits of liquidity. If the bank isn't successful iattaining and maintaining liquidity, it
will be at a disadvantage as against other finamegitutions and it will lose the
confidence of depositors. This constitutes theoratle behind legislation that obliges
for partial reserve requirements. In addition, tenk should encourage long-term
deposits that have smaller possibilities of witkehh

Another aim of the bank is to maintain its solvenayich is a condition where the
value of the assets is greater than the valueabifiies. Solvency and profitability of
the bank, together with a proper management otalagontribute to the growth of
banks.

The bank’'s capital includes preferred and commoockst paid-in surplus and
undivided profits. Moreover, it plays an importawie in the growth of banks for
several reasons:

1) It is a measure of the bank’s solvency. Capitatects the depositors by absorbing
temporary operating losses until profitability éstored.

2) Adequate capital inspires public confidenceha bank. If this is present, then the
bank can avoid high deposit withdrawals from itertk.

3) Capital provides constraints on bank growth framregulatory point of view.
Unlimited deposit taking and lending can be presdnthrough regulations.
Consequently, if capital is large, the deposit@sl imore secure in cases of default
risks because the capital will pay the loss. Howewapital can’t be invested and thus
can't give any profit to the bank.

Until recently, bank regulators established capipaidelines. Banks were classified
by size and banks within a given size category vex@ected to maintain minimum
capital ratios (capital as a percentage of banktglsi order to grow in the normal
course of operating profitably.
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The Internet now, gives the banks the opportundycapture transactions and
customer information and deliver targeted marketmgssages. As a result, they can
use this knowledge to promote special productsreawl services and use customer
data to find out which Internet banking customees rore profitable. According to
an Internet banking survey (Radigan 1996), thera idose correlation between a
bank’s most profitable customers and Internet ugas figure 3.3). They keep higher
balances on their accounts, carry out more tralossctgenerate more revenues than
the average and cost less to serve than custonmersise branches. Internet banking
brings higher profitability, which is being causbyg the more than average financial
needs of on-line banking customers and their @ademographics and economics.
These customers tend to be younger and more eduttae non-Internet users and
have above average incomes that show that theyoamg to have a close relationship
with their Internet bank both today and in the fetuFinally, some banks charge fees
for the services they provide to their Internet Kmagn customers and they get
additional revenue. Depending on the type of theic® number of transactions and
kind of account, these fees range from free tanadfellars per month.

Figure 3.3: Internet Banking' Reltioship to Bahiofitability (Radigan 1996)
3.5.3 It increases customer retention, up-$eland cross-sell
services

Banks’ first objective is to cement ties with theirstomers. Their aim is to retain and
grow their customer base by providing better custoservice and round-the-clock
convenience without increasing their operating egpe (Keyes 1999). However,
when people move from one area to another theyllysiange their bank because
they desire a branch that provides access andcesrvi their new location. With the

rise of Internet banking, customers can meet all theeds on-line with their current
bank without feeling isolated or having to openameount at a new bank. On-line
banks have been shown to develop high customeritjoy®cause customers

appreciate the convenience of banking online at tang, not just during bankers’

hours.
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Moreover, Internet sites allow banks to monitorirthistomers’ preferences and
gather useful data for personalised marketing (&esm 1998). Then, they use this
information to target banking products and servicese effectively to customers.
They know which products the clients have and whiigy are most likely to buy and
they display them to capture the customers’ attentAs a result, the buyers find
incentives to continue having transactions withs@e bank.

3.5.4 Other advantages

Internet banking allows banks to expand produckeroffis and have a larger
percentage of their clients’ assets (Datamonitdd520 Nowadays, banks compete
with other financial institutions like insurance ngpanies, investment firms, credit
card companies, securities and mutual fund compaifiee Internet offers the banks
the opportunity to provide new advanced servicesctly or co-branded with special
companies that requires limited marketing attenboh provide immediate benefits.
With this method, they maintain and control thatationship with their clients and
offer products or services that they might not oilee be able to provide.

Another important benefit for the banks is thatytlman include anyone on the
Internet, even if they are customers outside theme regions. So they can attract
new customers who have never lived in the bank®éhaegion and extend their
geographic reach outside their territory (Keyes399

3.6 Advantages for the Customers

For the customers the advantages are more obvious:

3.6.1 Low cost

Because of cost savings that Internet banking loasbénks, they can charge
customers with lower fees or even eliminate thempuletely (Bughin 2003). Some

large banks don't charge fees for on-line bankimgvises and electronic bill

payments, while others charge a few dollars pertimdor basic electronic banking

services and an additional fee for electronic p#lyment (Pew Research Center
2005). However, because of the strong competitetwéen the banks, prices could
fall and clients also save money by stop buyingnptafor letters or avoid making

phone-calls to the bank. Moreover, on-line bankferofttractive interest rates.

Consequently, in time consumers should expect gavm be passed along to them.

3.6.2 Compelling convenience

Today, many customers want convenience, they wesit banking service to be there
at their own time and in their own space. With in& banking there is no need for
the customer to rush to the bank before closingaot for his turn at an ATM. Instead

of the customer leaving his work to go to the bhaand do his on-line banking tasks,
with on-line banking he can do almost everythingnfrany place where there is a
computer that has access to the Internet. Intdyaeking provides fast services that
are available seven days a week, 24 hours a daycastdmers can choose with
simplicity when and where to conduct their transas (Nixon and Nixon 2000).
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After all, on the Internet, there are no holidays banker's hours. Moreover, it
eliminates paper checks and mail. In order fordbstomers to feel satisfied from a
bank it is necessary that it offers products andises through multiple distribution
channels like branches, ATMs, kiosks, phones, R@stlae Internet. Because of the
Internet banking alternative, customers can banedao the bank and conduct more
business that increases their convenience. On ttier dand, they can switch banks
very easily according to their preferences becaosatinuous competition in
providing Internet banking lowers the barriers e#w the large banks and the
smaller newcomers. Customers have more choicehwiecreases their dependence
on one financial institution to handle all theimkang needs. Finally, on-line banking
is a tremendous time-saver and delivers more atcaral timely financial data.

3.7 Disadvantages and Risks

There are also some increasing problems in comdpttiternet banking that concern
both banks and customers:

3.7.1 The issues of security and privacy

Despite growing demand for Internet banking sesvittfeere are many news stories
that provide doubts about security, Web page desigh performance of Internet-
only banks (Courchane et al 2002). In additionuggcmeasures and failures have a
tangible impact on Internet banking customer behavi(Datamonitor 2005).
According to the Consumer Internet Barometer, alrd@% of US online consumers
are extremely concerned about security when bantimipe, although the level has
fallen from 62% in 2004. The main concern of cusmmabout on-line banking is
security. They have the fear that hackers couleéssctheir financial information or
even withdraw money and steal or corrupt their geskdata.

A common method to steal financial data from uneatgd customers is called
"phishing”. Hackers send e-mails to Internet bamkeustomers asking for their
passwords or advising them to visit a Web site tlaks like the site of the

customer’'s bank but is actually not, requiring dmebdank information (Investor’s

World 2006). Phising is spreading rapidly becauseording to a survey made by
Infosury, phising is effective for the reason that:

1) 44% of e-banking users use the same passwordsl fmternet banking services
that they have with all banks.

2) 37% of e-banking users use the same passwoetdsa¢\sites with less security.

3) Although 79% of e-banking users check if thera isafety lock in the bottom of a
secure Web page, only 40% click on it to see thaildeof the digital certificate.

However, hackers can easily fake the lock icon.

Of course, the Internet will never be completelguse but the fears that some clients
have, are sometimes irrational. Recent developmansgcurity technology provide
highly secure transactions over public networke tlke ones being held in NASA or
in the military. With the widespread adoption otwee firewalls, 128-bit encryption
schemes and digital certificates that accuratedntifly authorised users, on-line
purchases and transactions are safer. In addaitimugh the 128-bit encryption is
usually considered to be strong enough becauseiitigally impossible to crack,
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some banks even boost that encryption higher to5@bi level (Britt 2005).
Moreover, a well-designed Internet banking systentess vulnerable to fraud and
attack than a physical branch or an ATM and theirstgccost for a complete on-line
system is less than the cost needed to secure sacghipcation of a bank (Ellis
2005). That's why banks are trying to inform theurstomers of the types of security
and privacy they offer, to protect their financ@déta and provide them written
assurance that their personal information will ine@texploited.

However, the high profile that Internet banking les increase significantly the
operational risk (Ogden and Turner 1998). Sinces i challenge for hackers and
code-breakers, it can have an increased impaavafrse publicity from the press that
can lead to reputational damage. So to avoid camsegl financial damage, banks,
must take a proactive approach to fraud preverdiod have controls in place to
ensure authenticity of the transaction, confiddittiand integrity of information sent.
Some banks provide a special device (security fokbat produces extra PIN
numbers that can only be used once to access baokras and more importantly, by
monitoring through electronic reviews of transagsiostatements and credit reports
they notice any suspicious transactions and couliesttly their customers to confirm
their validity in their effort to detect crime.

3.7.2 Internet banking might “dehumanise” baiking

Some people think that Internet banking can “demised banking activities by
removing the social, human contact aspect of bagnkibennigan and Gourvennec
1996). There are many people, especially oldet, gba standing in a queue waiting
to have banking transactions at a branch as a goe#l event where they can meet
their friends or even make new ones. However, Ibgnitirough the WWW does not
intend to replace completely traditional banks.juét offers an additional service
channel that customers can use together with ptiam&ing, PC home banking,
ATMs and physical branches. Finally, Internet bagkis here and sooner or later is
going to change our perceptions and attitudes oflagiag our money. As a result, it
is important for the people to know its weakneskes there is not any way of
preventing it since many banks all over the wordeh either launched an Internet
banking service or announced their intention tesdadn the near future.

3.8 Internet Banks

There are four different categories of banks thatcurrently present on the Internet
(see figure 3.4):
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Figure 3.4: Internet Banking Evaluation Matrix (héyan et al 1996)

The first category is Internet presence, whichhe most basic one because it
describes sites, which focus on providing inforomatbut fail to identify the complete
advantages that the Internet gives in comparisqraper-based information.

The second category is interactivity, which is tbblowing step of describing sites
that attempt to be interactive with the user. ia tategory a feedback form and an e-
mail address are provided. In order for these dibesnake the user’s visit more
interesting and useful, they need to be well desigand easily navigable, while
having a combination of features such as Java, Saxipt, animated graphics, sound
and video.

The third category is PC Home banking, which is tise of proprietary financial
software running on a computer at home, to perfwsamsactions such as fund transfer
and bill payment.

The fourth category is full Internet banking, which accessing accounts from a
browser, without the need for proprietary softwidna PC Home banking requires.

3.8.1 Functionality of the banks’ web sites

Banks are trying to take advantage of three differepportunities that Internet
technology offers (Diniz 1998): i) to provide infoation, ii) to conduct banking

transactions like the ones held in branches or TiM#, iii) to improve customer

relationship. However, sometimes these opport@nibecome blurred, which makes
difficult the classification of the Web sites.

Each of these different categories can be splitethree levels of interaction to
classify the various kinds of applications of thenks’ Web sites. There are three
levels of interactivity: i) Basic or incrementalh@re a bank reproduces the way it
works with other media than the Web, ii) Intermegliavhere particular features of
the Web are used to improve banking services atidities, ii) Advanced, where

Andreas-Nikolaos Papandreou 32



INTERNET BANKING IN GREECE: DEVELOPMENT, EVALUATION  AND PERSPECTIVES

business opportunities are created. The categoiffiesctivities and the levels of
interactivity can be seen clearly in the followiadple:

Basic Intermediary Advanced
(incremental) (improvement) (transformation)
Information e electronic e search engines | e customise
delivery brochure e report download e subscription
¢ institutional e recruitment e advertisement
e promotional forms e discussion
e contact e hot links groups
e offers
Transaction e oOpen account | e balance e banking by
e product and e statement service
service request | ¢ fund transfer
e investment and e bill payment
credit
application
Customer e e-mail e calculator e product ang
relationship e suggestion e investment service
forms advisor development
e software e video
download conference

Table 3.5: Framework for Banks’ Classification (R2ih998)
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CHAPTER FOUR: INTERNET BANKING IN
GREECE

4.1 Internet Banking in Greece

Internet technology can provide cost-effective liaglsolutions and Greek banks are
trying to take advantage of the opportunities tha technology and computers offer
by enhancing competitiveness and expanding marlkse bvia Internet banking.
Although Internet use in Greece is still not ashh@g in other European countries,
online banking transactions continue to increasalge Greek customers are seeking
for convenience. They are tired of the sometimelless queues at the cashiers’
desks and the strikes, they want to minimize thrainsaction time, they are afraid of
bank robberies and they don’t want to carry casth whem. According to the
Hellenic Bank Association, the daily turnover isoab 100 millon Euros and the
number of transactions for 2004 was about 7 millisloreover, there are 20 credit
institutions and 10 branches of foreign banks irgge with presence on the Internet.
Although the numbers are constantly changing, énGneek market the Internet offers
an alternative distribution channel, which at thenmant only 16 banks are taking full
advantage of with approximately over 500,000 onlwaeking customers. However,
soon more Greek banks are expected to follow, wsli@ws that Internet banking is
poised for rapid growth in the country.

Cyberbanks are advancing all across Europe andeopdinking represents about 24%
of all European bank customers (European Bankei6)20Greek institutions are
already comfortable in a culture that offers conglmancial services, such as loans,
credit cards, insurance and investments under @oie Greek spending for Internet -
delivered financial services areas will contribtebig changes in Europe’s financial
services industry. Bankers have realised thattiomal branches have a high cost due
to the expenses for staff's salaries, which carupeo two thirds of total running
costs, while the Internet has dramatically cut semtion costs (European Banker
2006). As a result, banking fees and margins airgylsriven down and the use of the
Euro in the EMU countries make Internet bankingoasrdifferent countries even
easier. This situation puts more pressure to Ghaglks to establish or to improve
their Internet banking technology faster and tongai higher market share in
neighbouring countries, mainly in the Balkan region

All the Greek sites provide information with or tdtut interactivity, regardless of the
size of the bank. Most of the banks offer addresskene numbers etc in order to
make the customers contact with the physical besic®thers have press releases,
newsletters and welcome letters to improve theblipuelations. Big banks depend
on their brand names so they like to show theicassful managers and financial
information concerning assets and profits, whilaln banks provide information on
fees and rates of products and services, whereatgeynore competitive. Moreover,
many banks provide economic information about thential market, job offers and
promote other channels of providing banking sesvice

Concerning the transaction channel, banks aregtyincreate an alternative method

to deliver products. Customers can open accourttgeguest products and services.
They can ask for credit cards and apply for investi;mi They can have access to bank
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databases to look up account balances and statermentransfer funds between
accounts and pay bills (electricity, water, fixeldope, mobile, insurance premiums).
At the advanced level of interactivity, full-fledgetransactions are being handled.
However, some transactions (transfers within thees@ank) are being executed in
real time while others (transfers to other than ¢hetomer’s bank or remittances)
occur late at night depending on the bank. In aditcorporate customers can pay
VAT and social security contributions, personne$alaries, suppliers and co-
operators fees, while setting different levels oiftetnet banking access and
transactions execution for various users.

Concerning improving customer relationship, all thanks provide e-mails and

feedback forms to the clients, so that they canemsiiggestions, complaints or
general queries. Electronic communication can exdgtsave banks money because
it is cheaper than mailing information or providipgone services. With this method,
the banks get structured information from theirtaasers in order to find out what the

clients want and build a better relationship witterh. Once they identify the

investment profile of the customers, they can offleem specific products and

services tailored to their needs.

Regarding security, Greek banks are very conceresgecially after the phising
attack towards the customers of Alpha Bank, Emp&@#dnk and the National Bank
of Greece that took place during autumn 2005 amy thse firewalls and special
software such as IDS-Intrusion Detection System.

4.1.1 Classification of Internet Banks

Generally, there are two categories of full Intérbanks. First, there are some
traditional banks that decided to expand theirviiegts in the field of Internet
banking, including respectable Greek banks like Nlagional Bank of Greece, Alpha
Bank or EFG Eurobank-Ergasias. Second, there aee\feb banks, which exist only
in the cyberspace and have no physical branchesetty, in Greece only the first
category of banks exists.

4.2 The Development of Internet Banking Services iGreece

Greece has a concentrated banking sector, wher/eéhbiggest banks dominate the
market. During 2005 their profits exceeded 2.J1dnlEuros, which accounts to 1.5%
of the Greek GNP- see table 4.1 (Ziotis 2006).

Bank Profits
(Biggest 5 in million Euros)

2004 2005

National Bank of Greece 441.2 715
Alpha Bank 408 502.2

EFG Eurobank Ergasias 368 501
Piraeus Bank 127.3 263.8
Emporiki Bank -67 90

Table 4.1: Bank Profits of 5 biggest Greek Bankst{Z 2006)
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Due to high competition between banks, bankingtuigins in Greece are seeking to
expand market base via Internet banking. On-lingibg is evolving rapidly because
of the low operating and maintenance costs thatasemciated with the Internet.
Although most Greek banks use static Web sitesclwlare simply interactive
brochures that promote services and products, ¢aeymake the banks to close user
groups according to their preferences, offer sgepifoducts to them and result in a
more intense customer commitment.

During the first period of Internet expansion ine&ce, most Greek banks had static
or interactive Web sites. E-banking first appearethe Greek market in 1997 but it
was adopted by major Greek banks after 1999 (Lyopmarios et al 2004). For
example, Alpha Bank launched a Web site in Deceni®®5, Emporiki Bank in
December 1997, Egnatia Bank in February 1998 ar@d E&robank-Ergasias in May
1998 (Alimonos et al 1998). Nevertheless, EgnatankBwas the first bank to
introduce full Internet banking in 1998. In additjoAlpha Bank started offering full
Internet banking services in November 1998, EFGoBank-Ergasias in February
2000 and Piraeus Bank in April 2000.

4.3 Greek Internet Banks

Internet banking has become an area of great sitémethe Greek banking sector.
Some examples follow.

4.3.1 The case of Piraeus Bank

Piraeus Bank http://www.piraeusbank.grhas developed an autonomous site for its
Internet banking services called Winbarktgs://www.winbank.gr - see figure 4.1,
which allows several bank transactions from home.

Andreas-Nikolaos Papandreou 36



INTERNET BANKING IN GREECE: DEVELOPMENT, EVALUATION  AND PERSPECTIVES

‘2 winbank internet - Microsoft Internet Explorer

Apwein  EneEepyadia MpoPorf  Avannuéva  Epyascia  BorBen o
2 T I X , i . P M | - 35

@ Mo >~ g |ﬂ @ Lo | )~ coliiman: SRg Avemitva 6&‘] A B | _‘ ‘i

BiBuvan :-@ https:  fwwwa, winbank. o floginPortalflogin. aspFlang=EN »| fed Meofoon | suvddasc * Norton Antivings 8-

PIRAEUS

W Rbank

+ Terms of Use

[ Login e-banking » winbank news B

B Ccredit Card Balance
Transfer Calculator

| 'r Unique Offer for you! Watch football on the Internet, whenever you want! B IBAN Calculator

fre you a football fan? AlhaEnizce
] Wateh all the Matches, sl the Goals and the Best Highlights of the rmost popular European football, B Branches / ATM
tight on your PG provided through videosports.gr

8 Technical Specifications
Log in (= et
Details | select Application... ~ |

= [,  Another Contest from Piraeus Bank in association with Hellas Netwark Computing
emo

1 forgot my password Perfarm your banking transactions through winbank internet and win free seminars (100 hours each) in

Windows %P and Office XP, offered by the computing center Hellas Network Computing, of total value of

€450,
Details
f‘j Top D award for winbank easypay service

winbank has been rewarded s Europesn top prizel This time the award was for its new and innouative
service winbank sasypay,

(Cwuz, owez)

| Details

|
Birth Date EL Piraeus Bank offers an internet connection, that requires no contracts, no commitments and no

(DO MM subscriptions.

Log-in to winbank internet, perform your banking and trading transactions or surf the web using
winbank free internet connedion, Piraeus Bank internet connection with no subscription is the most
easy snd quick way to connect to the internst,

Leam More
Details

Contact phones 01 802 $03 804 or 210-3288000, em zil: support@winbank.gr

&] Ohokhnpainie S| & Intermet
——— = e ——
‘4 EVOPER | Andreas_tikolans Pa.. | £2 3 Inkernet Explorer - Ef F CIRL e )

Figure 4.1: WinBank Home Page

To access their accounts, online customers useralDsand a PIN, which changes
every 2 months. Moreover, the "Winbank for cardstviee allows Piraeus Bank
credit card holders to access information about thredit cards very easily and with
full support.

Navigation is easy through the menu in the leftnbEink supports a variety of
banking services, such as bank accounts, credisc@ayments, remittances, loans
and cheques. In addition, customers can see tlaandes and details for their
transactions, download them and print them. Fumbee, customers can pay their
bills online and send remittances to other banksGieece or abroad at their
convenience but at a rather high commission of Eusos. Moreover, Winbank

permits alerts sent to its clients by SMS or e-nadt inform them about their

executed transactions. Finally, Visa Direct allonansfer of money from one credit
card to another or to a bank account at a spedédred

4.3.2 The case of Egnatia Bank

Egnatia Bank Ittp://www.egnatiabank.yr through its Egnatia Teller e-banking
platform supports a digital signature with uniquenbers that are being produced by
a small device (security token) that customersfgeh the bank. By pressing one
button, these unique and single use numbers ang Ipeoduced by algorithms that
make them impossible to get cracked. This eleatrtmainsaction signature is used in
all monetary transactions.
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Figure 4.2: Egnatia Teller

Egnatia Teller supports customers’ accounts, crealitls, remittances, and alerts by
SMS or e-mail. Moreover, it allows showing analgticdata (statement) of

transactions (date, description, balance etc) aadpbssibility of saving this data at

Excel or Money format. However, it does not suppoans and cheques.

Egnatia Teller offers remittances to other accounthe same bank or other banks in
Greece and abroad at a fee of 2.50 Euros. In additustomers can pay their debts to

the government (VAT, income tax, social securityntcibutions) and other bills
(water, electricity, telephony).

4.3.3 The case of Alpha Bank

Alpha Bank [ttp://www.alpha.gr provides e-banking services through the
application of a user ID and a password. Howewvgstamers can buy a special device
that costs 7 Euros and creates additional singlétaigit numbers for extra security.
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Figure 4.3: Alpha Web Banking

Alpha Bank has an easy menu that offers accesartk &ccounts, credit cards, loans
and payments in Web interface. Moreover, it allaesving of information related to
the 10 last transactions. In addition, it suppegsous payments including insurance
premiums, cable TV and tolls. Execution of monetargnsactions requires an
additional password for extra security.
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CHAPTER FIVE: DISTRIBUTION OF FINANCIAL
SERVICES THROUGH THE INTERNET

5.1 Introduction

National economies are undergoing rapid transfaomatdue to globalisation and
technological developments. The explosive growthglobal trade and international
competition together with the remarkable advanocethé availability of information
and the speed of communication emphasise the wedtid banks to search for new
opportunities in the marketplace. The Internet py a major role in economic
development by making exchange easier and allovatgretime for production,
consumption and other activities.

The Internet is a vast, global network of other pater networks that in turn are
comprised of individual computers. The WWW is tlasyeto use, graphic, click and
point part of the Internet that is already an efiec means of delivering financial

products and services to the marketplace. More iitapg it will dramatically change

the distribution channel structure in the retaimkiag sector as it continues to grow
and evolve as a primary channel for banks in tharéu There are major strategic
challenges that financial institutions must addnes® in order to get prepared for
future growth. Banks must reassess opportunitiesafiding value in the open
environment to defend their positions and to compeh the basis of superior
capabilities.

Given the wealth of opportunities that the Interoetates for companies dealing with
financial services and the accelerated pace witkhwianks are going on-line, having
a presence on the Internet is becoming a strategiessity for most banks and other
financial institutions.

Internet’s possibilities for delivering enhancedvazes with emerging, cost-effective
technologies are palpable in the financial techgloommunity. For those banks that
have already have some program in the pipelingethee four phases in developing
an Internet presence and four steps involved inlogigyy an Internet banking

offering.

Porter considers the Internet technology as areesdly important strategic tool for

doing business that can contribute in a companyssamable competitive advantage.
He thinks that Internet technology can be usedllimdustries and as part of any
strategy. However, he explains that the Internetushnot replace all conventional
ways of doing business but be used as a supplempdnta to traditional methods of

competing.

5.2 Distribution Channel Strategies
With the use of the Internet a variety of finandgalvices are being offered from the

banks that make it a new and possibly the most itapb distribution channel of the
future.
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According to Mols (1999), the ideal distributionarimel is determined by what
services customers want and at what they costy#lyethese services can be provided
to them and the costs of alternative distributibarmels.

Previous studies have identified various bank custosegments. However, Mols

(1999) assumes that there exist two important caresternet banking segment and a
branch-banking segment. The first one includesbdngk customers that are familiar

with computers and the use of Internet and theyevéthe convenience that Internet
banking’s distribution channel of financial sendceffers. The second one includes
the bank customers that are mostly old or compiliterate persons and value

personal relationships at the bank branches’ bigian channel of financial services.

The two customer segments give the banks a chdieéioh segment to focus and
what distribution channel decision to take. There three options of both or either
one of the customer segments. Moreover, anotheifisant decision is related to the
geographical area that the banks target, whichbealocal, national or multinational.
These four different pure strategies and a dualredlastrategy where two of the pure
strategies are combined are illustrated in figufie 5

Segment
Imternet banking segment Branch banking segment
[mter~- The international The international branch
national Intermet banking strategy: panking strategy: Many
A branch |ocated in several| densely located branches
cauntries
The dual channel
strategy /the hedge
Geofra- siralegy: bolh branch
phizal and Internet banking
CovErage
The lecal/naticnal The lecal/national
Internet banking branch banking stralegy:
siratagy; A |imited number of densely
Lacal s A single branch located aranches
Mational

Figure 5.1: The Distribution Channels Strategies®ld1999)

The local/national branch banking strategy is cott@ér&ed by a rather dense branch
network in a limited geographical area in one counThis a distribution channel

structure that can lead to a decreasing numberusfomers and the closing of
branches if the banks fail to keep branches costs However, this strategy can be
combined with the offering of Internet banking seeg if they manage to find the

necessary resources and suitable partners.

Another option is the international branch bankstigategy, which is characterised by
a rather dense branch network in a large geogralpaiea, covering two or more
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countries. Some banks have managed to becomeatiteral by establishing only a
few branches in neighbouring countries. This sgytdas a significant growth
potential if it is possible to acquire suitable ksnotherwise it can lead to exhaustion
of resources and reduction of customers. In theg,ca better decision for the banks is
to pursue a dual strategy offering both branchlatetnet banking services.

The local/national Internet banking strategy ordguires one single branch, as all
regular transactions are controlled through thertrdt and it has the advantage that it
aims at serving the fastest growing customer segyinash try to get a larger market

share. In addition it is a low cost strategy beeatl®e Internet is a much cheaper
distribution channel than the traditional branctwaoek.

The international Internet banking strategy onlyuiees a centrally situated branch in
each country to serve customers in case of uneaggrbblems and to handle contact
with the national authorities.

The dual channel strategy or hedge strategy isnabication of the previous branch

network and Internet banking strategies that gitiesbanks a gentle transition from a
branch banking strategy to an Internet bankingesgsa However, dual channels may
lead to conflicts between Internet banking depantsixeand branch banking

departments.

5.3 Internet Banking as a Strategic Necessity

Internet bankindhas three strategic objectives, none of which hasstéomer focus: i)
to create new opportunities for the bank, i) tdedd the bank against competitors
and iii) to reduce costs. While opportunities arefedce came out nearly even as
strategies, costs were far behind. This suggess ttie bankers who pioneered
Internet banking consider it as either a justiealhvestment or an unavoidable
necessity.

This can be realized by thinking about the effédathe ATMs on the banking industry
(Dynamic Net 2006). When Citibank introduced ATMaology in 1977 and until
1988, it tripled its market share in New York jlgcause the ATM was a source of
strategic differentiation for Citibank and otherrlgaadopters. However, as the
technology was deployed more widely, the value a¥ifg ATM shifted. Today,
ATM technology does not differentiate a bank beeatsnsumers expect it as a basic
service offering. Consequently, ATMs have migratedm a differentiator to a
strategic necessity.

In the same way, the American banks that introduoéginet banking first got the
competitive advantage in comparison to their opptsidt took ATMs about 10 years
to reach acceptance. Today, technology is progigsegery rapidly and Internet
banking has followed the same path as ATMs, miggafiom a strong competitive
differentiator to a basic and expected service.sOomrs expect to transfer funds and
pay bills from anywhere in the world at their conegce, in the same way they can
retrieve cash wherever they go in the world.

Especially in Greece, Internet banking is on ity w@ become a “strategic weapon”
for all financial institutions in the next few ysarlf a bank wants to remain
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competitive and properly service the needs of itstmattractive customer base, it
must plan and deploy an on-line banking strategy will distribute financial services
through the Internet.

5.4 Reasons for Distributing Banking Services throgh the Internet
in Greece

5.4.1 Improvement of bank’s image through innaation

Electronic banking can help banks to improve themsage through innovation
(Hennigan and Gourvennec 1996). They realise thmey tmust be pioneers to offer
new services through alternative distribution clesirand in order to keep their
customers from competitors and maintain their nagh@sition they have to be
innovative. In addition, multiple distribution chaels offer effective market coverage
by enabling different products to be targeted dferint demographic segments
(Lymperopoulos Chaniotakis 2004). Innovation bugdseputation for the banks that
customers learn to trust and comment positivelytteer people.

5.4.2 Market transparency

In comparison to traditional channels of distribati Internet banking allows the
clients to search and compare the financial sesvaéecompeting firms faster and in a
more efficient way.

5.5 The Four Phases of Internet Banking

There are four phases for a bank that wants tolalee presence on the Internet
(Dynamic Net 2006): i) Marketing and promotion, ‘iDight” interactivity, iii) Full
transactions and services, iv) Strategic usaget bffahie banks move from one phase
to another in the order given. However, there amesbanks that pass over phases
one and two and move directly to the third one.
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Phase One: Phase Two: Phase Three: Phase Four:
Marketing Light Full Strategic Usage
and Interactivity Transactions
Promotion and Services
Focus Marketing Customer Banking Strategic changé
Web site acquisition functionality
Primary | e Published |e Loan e Account e Sophisticated
Services information calculators look-up, cross-selling
on bankl ¢ Credit card  balances, of new
services applications transfers services
e Branch /| o Savings, ¢ Bill payment |e Customer
ATM map checking e Car loans| profitability
e Customer account credit cards analysis
service e4{ applications mortgages e BIll
mail ¢ Financial e Statement presentment
Planning review and payments
articles, e Cleared check
advice presentment
Primary | e Provide e Reducing e Retention ofl ¢ Increased
Benefit information paperwork existing service
to e Low-cost customers offerings
customers ways to| e Attracting e New revenug
and attract and high-value opportunities
prospective impress customers e Increased
customers customers e Reduction inl margins
service costs

Table 5.1: The Four Phases of Internet Banking édya Net 2006)

In the above table we can see some of the keynclisins of the four phases. The
resources that are needed to pursue these phasbglay dependent on the bank’s
back-end processing system and technology infretstre. Moreover, there is not
necessarily a connection between bank size andphiase in which the bank is
presently functioning.

5.5.1 Phase One: Marketing and promotion

Beginning a Phase One presence has a very low Fsk.banks Phase One is a
learning experience (Dynamic Net 2006). They usestiag marketing and

promotional material, adjust it for the Internetdaiorm a Web site, which is their
brochure on the Internet. Online promotion usesmanication through the Internet
to raise awareness about an attractive Web sitedamd traffic to it. This phase

requires least investment, restricted maintenamck lienited resources. Usually, not
many employees are responsible for creating andtamaing the Web site, therefore
reducing the cost on the bank. Actually, many baoktsource the creation and
management of the Web site to qualified speciaist® take care of the context and
content factors (Kotler 2003). A Web site should he one long page. On the
contrary, it should have a central or “home pad@in which other pages of the site
emanate. When banks allocate funds for Web siteldpment and maintenance they
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do it because they consider the return on theiestment. Engaging in Phase One
gives the banks the chance to learn more aboutnteenet and the WWW and to
make customers understand the importance of tieenktt while promoting customary
services to a broad audience.

5.5.2 Phase Two: Light interactivity

Phase Two involves light interactivity with usefidols for banks’ clients. In this

phase, banks develop their public Web sites inffante¢o offer more value to existing

and future customers. Examples of services or iumgtoffered in this phase include
financial calculators, currency converters, crechird and loan applications, and
information concerning stock or mutual funds. Bamkgularly provide economic

articles about financial planning, statistics adl we explanations of financial terms
and products. These services aim to maintain egistustomers and keep them
coming back to the Web site on a regular basis.

Moreover, providing well-designed free servicestba Internet give banks a chance
to promote their services to new customers whd th& Web site to make use of
these free tools. What differentiates Phase Twa fiidree is that in the last phase
there is no connection from a bank's back-end [gsweg system to its Internet Web
site. A Phase Two assembly requires a bigger imaz#t than a simple marketing site
but does not require the larger systems integraiiwestment of a full Internet
banking system.

5.5.3 Phase Three: Full transactions and sepas

This phase provides full Internet banking transexdj such as balance transfers,
account statement access, bill payment servicespuat applications, customer
service mechanisms etc.

Deploying a Phase Three can offer considerable radgas and there are many
incentives for pursuing this phase. Some banks ntovPhase Three to keep key
customers; others to attract new ones. Some bdunils of it as a defensive move
because they fear they will lose their best custeniethey do not offer on-line
banking. Other banks are trying to find alternatwethods to reduce overhead costs
either in physical branch operations or customeypeu resources. Furthermore,
others think Phase Three an opportunity to crea¢eiricome and to offer services
they otherwise would not be able to offer, sucleraglit cards, mortgages and mutual
funds.

Phase Three deployments are considerably more wataul than those of Phase One
and Two, because of the systems integration ragaines in connecting a public Web
site to existing transaction systems. Moreover,sBiane and Two deployments do
not have the security concerns of Phase Threee sintual account and customer
information is unavailable.

Luckily, because of standard protocols and secpritglucts that are now available, a

Phase Three banking deployment costs only a pawthat it did even a few years
ago, while offering all of the benefits describexddve.
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5.5.4 Phase Four: Strategic usage

In this phase, banks modernize transaction praggssid customer interaction. They
substitute "bricks and mortar" investments withesivnents in advanced Internet
services and Web technology. They build up somlaistd customer databases to
faciltate advanced customer segmentation to iserea&ross-sell and up-sell
opportunities and customer retention. They constraell-organized targeted
marketing campaigns that give greater success tiaesdirect mail campaigns. Web-
enabled decision support systems within the org#ais advance the creation of both
targeted on-line and direct mail campaigns by giviiank marketing departments
access to critical information, such as spending) sawving habits and the ability to
query and run simulations against these sophisticatiustomer databases. Such
advances allow banks to test with new ways of edkoge their customers'
expectations.

The leaders in this area are beginning bill present options and electronic

commerce solutions, and they are experimenting alébtronic payment systems like
smart cards. They are generating intelligent agéwtiswatch for particular trends in a
customer's banking habits, or changes in finarmmoigamily situation, and then make

recommendations for how to reorganize investmentstake advantage of new

services appropriate for that particular customegeds. They are using the various
capabilities of the Internet and sophisticated lodas for dealing with their

customers in ways that are not possible with thditional banking model.

For some American and Western European banks, Feasds a sight of the present.
Yet, it will also be the battlefield of competitiamong Greek financial institutions in
the near future. The banks that make the best fude sophisticated data they have,
can service their clients better while improvingithoperating margins and they can
be the winners in the battle for customer assat&stments in tracking, database and
decision support systems to manage, analyse andhissdata beneficially are wise
investments for financial institutes.

5.6 Developing an Internet Banking Offering

Regardless of which phase of electronic bankinguisable for a particular financial
institution, the development and deployment of &utgm involves four key steps
(Dynamic Net 2006): 1) Strategy Development, 2) Iggia and Design, 3)
Technology Development and 4) Implementation.

5.6.1 Step One: Strategy development

In composing a strategy, it is important for a baokclearly clarify the goals of its

Internet presence. The financial institution shodé&tide if it is aiming to increase

margins, reduce costs, attract new customers, bro#d geographic presence or
increase customer retention. Moreover, it should éut if it seeks to expand its own
offerings to clients or co-operate with appropriaieganisations to offer these
services. The bank should know its most profitatalstomers and those customers’
needs and expectations from an on-line bankingtisalult is also necessary at this
stage to carefully analyse the strategic landscdpgbe marketplace and identify the
bank's real competitors and their offerings. A gdotkrnet strategy clearly defines
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the business reasons for developing a Web sitesioguspecifically either on
customer and product targets or on internationawgnt potential and possible
strategic alliances. In addition, it helps choodactv phase of Internet banking to
consider.

5.6.2 Step Two: Analysis and design

With a strategic basis in place, a bank can be goegp to discover technology
requirements and plan the system architecturestiigiorts those requirements. In this
phase, the bank wil need a detailed comprehensiothe competing hardware
platforms, linked solutions and financial transactprotocols used in the marketplace
today. If the operation is a Phase Three offenmgch of the time and costs at this
phase will be in the areas of connectivity withséirg transaction systems and in the
careful planning of security and customer authahiba systems.

A crucial step often disregarded at this stagénésglan for how the system will be
rolled out to existing customers and marketed tospective customers. Problems
such as the general graphic look of the site, thdine support and training

information that will be essential and the markgtpian for attracting users to the
system must all be contained in the roll-out plans.

At the end of Step Two, the project team will haetailed technical documents that
outline the overall system architecture and thetional specifications of the system
to be deployed, as well as a comprehensive pldmowfthe system will be announced
and introduced to the market.

5.6.3 Step Three: Technology development

When the functional specifications and system #gchire plans are in their final
form, the system is ready to be built. At this stagystems and hardware are obtained
and deployed. This may take place either on sit¢hatbank, at its transaction-
processing vendor's location or at a third-partgting centre, depending on the
strategy laid out in Step Two. The appropriate esyst integration code will be
written, tested and deployed to make sure thatdleyant systems can communicate
effectively with each other. The security and aativation systems will be deployed
and thoroughly tested. At the completion of thispstpartially or fully functional
versions of the major components of the systemalldlv the solicitation of feedback
and the identification of problems before the tuskbn moves on to Step Four.

5.6.4 Step Four: Implementation

In the final step, the project team assembles asis the full production system from
the technology elements obtained or built in Stépe®. Workers are trained in the
use and support of the system. Moreover, the bamiates the execution of the
rollout strategy developed in Step Two to help oosrs understand the new
offering. Finally, the bank will adopt systems foeasuring the success of the project
and evolve a plan for maintaining and updatiny\ieh site.

Web sites are hardly static. Once Step Four ished, it is probable that the bank
will return to Step One to update its Web siteaadld functionality.
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CHAPTER SIX: ANALYSIS AND DISCUSSION

6.1 Introduction

It is the author’s intention to identify the impaat Internet banking as a method to
provide financial services. Thus, attempts werearadfind out the views of various
banks that either offer full Internet banking ort mo Greece. These views will help
the readers to understand how the Internet is taf@edanks today and also what
some of the opportunities will be in the future.eha comparison will be made on
how the opinions of the respondent banks are coedeesith the evaluation of the
banks’ Web sites from the author’s point of view.

6.2 Methodology and Questionnaire Development

6.2.1 Research methodology

In order to establish a strong support for thissig¢opic the author included in his
methodology a literature review and a questionn#ig can help him achieve a
critical analysis of this thesis.

The literature review was the first research amalys be used by the author in
chapters two, three, four and five and it providedinsight into the approaches and
methodologies adopted by different researchers. autbor was able to enlist the
support of relevant contributions in the fields iofernational banking, information
technology and strategic marketing. Through thelyaisaof recent writings and
publications from various sources of informatiotevant to the subject matter (see
references for details), he was able to gain tleslee support for the thesis topic he
studied. The need for the literature review is éove as a foundation for rational
reasoning on which the thesis topic can be buittruprhis gave an insight of the
current status of Internet banking in Greece.

The questionnaire (see Appendix A) was administeserda sample population of
banks in Greece (see Appendix C), representingr atliare of both banks that offer
some level of interaction with the customers andkbathat provide full Internet
banking via their WWW pages. By administering thigrvey questionnaire on the
sample population, the author believed he couldinkffective information with the
intention of receiving the views of financial instions on a large scale concerning
how they use Internet technology benefits to diste banking services. The method
that the author used to distribute the questioanaas by sending e-mails that had the
guestionnaire attached for feedback. The advarwagigis method is that it could be
sent concurrently, ensuring that data collectiofess time consuming. In addition,
the confidentiality of the questionnaire makes oesfents more comfortable in giving
more detailed information and data. In the casesrevthe author could not find the e-
mail of the banks, he faxed them the questionnailiough it was a more time
consuming method.

By researching this topic, the author believes heatwill find out the reasons why the

Greek banks use the Internet and generalize tlBndga to the Greek banking
industry. That is why he carried out a questioman the sample population of
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thirty-five (35) banks with at least basic Net @ese, of which seventeen (17)
answered (see Appendix D for a list of respondeats) also a questionnaire that
represents an evaluation of the bank Web sitebdgtithor (see Appendix B).

As far as these methodologies are concerned, tiwralas decided to combine both
theoretical analysis (literature review) with enmgat analysis (questionnaires) to
arrive at a desired conclusion.

6.2.2 Sampling procedure

A sample population of banks (public, private, Gread foreign branches in Greece)
was chosen to represent financial institutions tlate static Web pages, interactive
Web sites and banks that offer true Internet bankirGreece. So the author chose 35
banks (out of the total of 62 mentioned at table that have a Web site and at the
same time have transactions with their clients ugho traditional channels like
branches, ATMs or telephone. However, this samp&5danks represents over 80%
of the banking market share in Greece as amongith@cludes the 5 biggest banks
mentioned at table 4.1.

6.3 Findings

6.3.1 Data analysis

The data collected from the questionnaire was aedlyo show the various responses
given by the banks. The responses to each questéomarranged to show the various
degree of respondents. By noting the trend of arsswbe author was then able to
analyse each response with the conclusions gatlieredprevious research analysis
from earlier chapters. Thus making it easier tavarat a summary review and
implication of the result on the thesis topic.

6.3.2 Presentation of data and evaluation @fuestionnaire sent to
banks

As earlier mentioned, the author desired to giver@ader view of the strategic
implications of providing Internet banking servicéisat led him administering a
guestionnaire to a sample population of thirty-fh@nks with Web sites. This was
done by using their e-mail addresses (see Appebdor names of the banks and e-
mail addresses). Although questionnaires were eentto thirty-five banks, there
were only seventeen that answered (see AppendixTbgrefore, the number of
responses were 17 out of 35 or 48.5%.
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Sample of banks according to their functionality

Non-true IB

49% O True IB

True 1B W Non-true 1B

51%

Figure 6.1: Population Sample of Thirty-five Barglczording to their Functionality

Sample of banks according to their type

Mostly Public
17%

O Mostly Public
| Private

Private
83%

Figure 6.2: Population Sample of Thirty-five Bardczording to their Type

Andreas-Nikolaos Papandreou 50



INTERNET BANKING IN GREECE: DEVELOPMENT, EVALUATION  AND PERSPECTIVES

origin

3% 6% 3%

3%
3%

6% 59%

3%

Sample of banks according to their country of

O Greece
B Germany
OU.K.

O France
W Holland
O ltaly

B U.S.A.
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m Cyprus
| Albania

Figure 6.3: Population Sample of Thirty-five Bardczording to their Country of

Origin

Banks that answered according to their
functionality

Non- true 1B

35%

rue 1B

O True IB
W Non- true IB

65%

Figure 6.4: The Seventeen Banks that answereddingdo their Functionality
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Banks that answered according to their type

Mostly Public

35% O Mostly Public
Privat W Private

65%

Figure 6.5: The Seventeen Banks that answereddingdo their Type

Banks that answered according to country of
origin

Cyprus Albania
U.S.A. 6% 6%
U.K6% O Greece
6% B U.K.
OU.S.A.
O Cyprus
Greece . Albania

76%

Figure 6.6: The Seventeen Banks that answereddingado their Country of Origin
The results of the questionnaire were as follows:

Section One:

The first section of questions contains “closedeelidquestions where respondents
have a choice of alternative replies. These questave designed to get precise and
factual information concerning the banks. Questidng?2),(4),(5) show the profile of
the bank. Questions (3),(6) refer to Internet bagkiwhile (7) has to do with
communication.

Question (1)

Your bank's assets are:

(a) More than Euro 10 billion

(b) Between Euro 500 million to Euro 10 billion
(c) Less than Euro 500 million
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Option | Response

(a) 7

(D) 9

(c) 1

Comment

The first question was meant to find out the sizassets of the banks that replied in
the questionnaire to obtain a profile of the baMe can see that most of them have
their assets between Euro 500 million to Euro i@t

Question (2)

Approximately, how many people visit your site pey?
(a) More than 5000

(b) Between 1000 to 5000

(c) Up to 1000

Option | Response

(a) 5

(D) 8

(©) 4

Comment

The second question was intending to check how lpomithe bank’s site to people
that browse in the Internet. We can see that therityaof banks in the sample are
quite popular since they attract between 1000 @O5Gsitors per day.

Question (3)
How long has your bank been providing Internet bagfk

(a) More than 5 years

(b) Between 1 to 5 years

(c) Less than a year

(d) Not provided at the moment

Option | Response
(@) 9
(b) 2
(©) 0
(d) 6
Comment

This question was aiming to find out which of theahcial institutions are true
Internet banks and also their experience in onfiaeking. The answers show that
from the ones that offer true Internet banking nedghem are old in the field.

Question (4)

How frequently do you update your Web site?
(a) Dally
(b) Weekly
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(c) Monthly

(d) More than one month for every update
Option | Response

(a) 9

(b) 5

(c) 2

(d) 1

Comment

The fourth question shows that most of the banldatgtheir Web site often, since
the majority updates it daily. This means that Hamks show importance to the
Internet as an information delivery tool that césoae a significant business tool for
distributing their services.

Question (5)

Which is the bank's level of interaction?
(a) Basic

(b) Intermediary

(c) Advanced

Option | Response

(a) 2

(b) 5

(c) 10

Comment

This question aims to identify the bank’s levelimteractivity. Some of them are at
the intermediary level, where some specific featwkthe Web are used to improve
services and activities done by the banks. Howewest of them are at the advanced
level, which opens the possibilities for businesmsformation and the creation of
new business opportunities.

Question (6)

What was the reason behind introducing Internekibgf
(a) Because of competition
(b) Pre-planned reason

Option | Response

(a) 6
(b) 11
Comment

Question six was intending to identify the reastmes banks have to introduce full
Internet banking if they have not already done Some of them chose (a) because
fear of losing market share to other bank or namkb@mpetitors is forcing banking
institutions to speed up plans for offering on-lmancial services. However, most of
them have a pre-planned reason for introducingretebanking, such as a strategic
decision taken by the top management.
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Question (7)

How do you make your potential customer aware of yocation on the Net?
(a) Advertising on the Net

(b) Conventional news media

(c) Banks’ publications

(d) Other

Option | Response
(a) 7

(b) 6

(c) 3

(d) 1
Comment

In this question the objective was to see how thiekb announce to the public their
Internet presence. Most of them use advertisingheninternet, which shows what a
major promotional tool Internet can be for the lsnk

Section B

Section B contains questions of “observation stalgkich are specifically designed
to find out how important a particular factor istte respondents. The use of numbers
to determine importance is useful as they tellgbestioner just how much weight a
respondent attaches to the factor and also ther afdsignificance that each factor
has. In this case, we have numbers from (1) to Whgre (1) represents “strongly
disagree” and (7) “strongly agree”. Questions @)(are related to the use of the
Internet by the banks. Questions (16)-(23) dedi the impact of Internet banking.

Question (8)

Your bank uses the Web as an information deliveoy. t

Option 1 2 3 4 5 6 7
Responsegl - - - 2 2 4 9
Comment

Question (8) aimed to identify how banks use therhet. All of them agree that it is
mainly an important means of providing information.

Question (9)

Your bank uses the Web as a tool to improve custoetationship.

Option 1 2 3 4 5 6 7
Responsegl - 1 - - 4 6 7
Comment

Question (9) shows that according to most of thekéahe Web can help them
improve customer relationship for their benefit.
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Question (10)

Your bank gives information to encourage contacthweustomers in physical
branches.

Option 1 2 3 4 5 6 7
Responsel - 1 - 1 2 8 5
Comment

In this question, we see that banks use the Inteémenake people go to physical
branches because they want to use all their disiwib channels. The only exceptions
are Alpha Bank and Emporiki Bank, which aim to reeluhe long queues at their
branches through the use of Internet banking.

Question (11)

Your bank uses the Internet as an important busiiesl for marketing and
communication.

Option 1 2 3 4 5 6 7
Responsegl - - - 1 1 7 8
Comment

This question shows that all the banks have rehlihe importance of Internet for
marketing their services and communication withrtbestomers.

Question (12)

Your bank uses the Internet as a cost-effectiveiloligsion channel.

Option 1 2 3 4 5 6 7
Responsgl 1 - - 2 2 6 7
Comment

This question shows that most of the banks agrat ttie Internet can help them
reduce their distribution costs.

Question (13)

Your bank is interested in becoming a total Welkbarthe near future.

Option 1 2 3 4 5 6 7

Responsegl 7 6 3 - 1 - -

Comment

Here there is a clear unwillingness from the baiwkbecome total Web banks in the
future. That shows that they are using the Inteaetan alternative distribution
channel to their existing channels for deliverihgit products and services.

Question (14)

Internet helps you to identify profitable customers
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Option 1 2 3 4 5 6 7
Responsg| - 3 2 3 6 3 -
Comment

In this question many of the banks agree that tbermet can help them find the more
profitable customers.

Question (15)

Internet contributes to the increase of your bapiddits.

Option 1 2 3 4 5 6 7
Responsegl - 2 2 4 8 1 -
Comment

In this question the majority of the banks agres thternet banking can contribute in
the increase of their profits.

Question (16)

Internet banking customers carry out more transastihan traditional customers.

Option 1 2 3 4 5 6 7

Responsgl 2 1 2 1 3 8 -

Comment
In this question many banks agree that Internekibgncustomers carry out more
transactions than traditional customers.

Question (17)

Internet banking customers keep higher balancébeinaccounts.

Option 1 2 3 4 5 6 7
Responsgl 1 - 4 2 5 5 -
Comment

Here it seems that there is a small balance ibdnks’ answers.

Question (18)

Internet banking can increase customer retention.

Option 1 2 3 4 5 6 7
Responsegl - 1 - 2 6 7 1
Comment

In this question, most of the banks agree thatrenfanking can increase customer
loyalty.

Question (19)

Internet banking is helpful for expanding produffeings.
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Option 1 2 3 4 5 6 7
Responsegl - - - 1 4 10 2
Comment

Here banks agree that Internet banking facilitdtesexpanding of product offerings.

Question (20)

Your operating and maintenance cost has been rédiioee you introduced Internet
banking.

Option 1 2 3 4 5 6 7

Response| 1 2 7 4 3 - -

Comment
In this question, many banks disagree on the view linternet banking contributes in
reducing operating and maintenance costs.

Question (21)

Internet banking can help you offer more compleadpicts of an equivalent quality
with lower costs to more potential customers.

Option 1 2 3 4 5 6 7
Responsg| - - - 2 6 9 -
Comment

Here most of the banks agree that Internet bankadjitates offering many
complicated products.

Question (22)

The number of your clients has increased sincentooduced Internet banking.

Option 1 2 3 4 5 6 7
Responsel - 1 4 1 3 8 -
Comment

In this question, most of the banks agree thatmetebanking attracts more clients.

Question (23)

The productivity of your bank has increased sirme mtroduced Internet banking.

Option 1 2 3 4 5 6 7
Response| - 1 2 4 5 5 -
Comment

Concerning the productivity the banks seem to adheg it has increased after
introducing Internet banking.
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6.3.3 Presentation of questionnaire that eustes the
respondents’ sites

Question (1):

The home page of the site motivates me to continoesing.

Option 1 2 3 4 5 6 7
Responsel - - - - 3 9 S
Comment:

Here the results show that all the banks have astelg Web sites to attract the
visitors’ attention.

Question (2):

The bank’s site is user friendly.

Option 1 2 3 4 5 6 7

Response| - - - - 1 12 4

Comment:
Here we see that all the banks have easy to ese st that everybody can browse in
them easily, regardless of his knowledge, age, etc.

Question (3):

The site helps the bank introduce new productsrgicses.

Option 1 2 3 4 5 6 7
Response| - - - - 1 5 11
Comment:

The answers here show that banks use their sitepi@ve the sales of new products.

Question (4):

The site gives information to encourage contacdh wie physical branches.
Option 1 2 3 4 5 6 7
Response| - - - - 1 11 5
Comment:

All banks encourage contact with traditional braasshso that they make use of all
available distribution channels.

Question (5):

The site provides financial information about tiaak

Option 1 2 3 4 5 6 7
Responsel - - - - 1 8 8
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Comment:
All financial institutions provide information coeming their financial profile to
convince the public about their reliability andwasicy.

Question (6):

The site releases information about staff and bo&directors.

Option 1 2 3 4 5 6 7
Responsel - - 1 2 8 3 3
Comment:

Here we see that financial institutions reveal rimfation about their successful
employees and board of directors.

Question (7):

The site provides information on fees and rates.

Option 1 2 3 4 5 6 7
Response| - - - 1 8 7 1
Comment:

All the banks give extensive or some informatiomaarning fees and rates to attract
customers from their competitors.

Question (8):

The site provides economic information about tharftial market.

Option 1 2 3 4 5 6 7

Responsgl 5 3 2 1 2 1 3

Comment:

Only the sites of the biggest banks in Greece §nencial information about the
market to inform the public about the current ecuicoissues. The small banks do
not provide so much of this information.

Question (9):

The site provides job offers.

Option 1 2 3 4 5 6 7
Response| - 3 - - 2 7 5
Comment:

Only private banks give the opportunity for peopdefind a job through their site.
Public financial institutions such as Postal SaviBgnk and Deposit and Loans Fund
follow a different recruitment procedure through amlependent governmental
authority and prefer to use their site mainly torpote their services.

Question (10):
The site provides application forms to requestiest common banking products.
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Option 1 2 3 4 5 6 7

Responsgl 2 2 2 1 3 3 4

Comment:
Here we see that many banks give more informatibermrequested and that most
true Internet banks offer application forms for gwots and services on-line.

Question (11):
The site provides options where customers can roak®laints, right opinions, and
request services in a generic way.

Option 1 2 3 4 5 6 7

Response| 1 1 2 2 2 4 5

Comment:
Here we see that most of the banks allow theirognsts to communicate with them.

6.3.4 Summary of result

It should be stated that the questionnaire respaatee although adequate, is lower
than anticipated. Thus, it should be noted tha wWould have a direct effect on the
conclusions drawn from them. The conclusions woudly be a general
representation of the banks’ views on Internet mankHowever, there is no reason to
assume that other banks that did not or choseonpétticipate would have answered
very differently from the ones who did.

The results from the questionnaire firstly showt thanks of all sizes have placed
themselves on the Internet, regardless of the phlasg are functioning. More

importantly, the results reveal that banks waniexpand their existing distribution

channels using the Internet as another channaldwering banking services. They
see the Internet as a means of targeting more roesso In addition, the costs of
going on-line are cheaper in comparison to tradtidorms of banking.

The Internet is a mainstream trend, which requirestrategic response. Some banks
consider it as a vector for future growth and dewelent and have adopted
aggressive technology and marketing strategias.ro surprise that Web advertising
is the most common method of attracting more dienirtually all the financial
institutions verified that they receive more thathausand hits per day (Question 2).
This may show that they are indeed making new costs. Moreover, while non-true
Internet banks have informative sites, true Intetvenks focus aggressively in full
banking transactions.

From all indications, the above result has beea ablexplain the reasons why Greek
banks adopt Internet banking. Although there wenmes deviations in the apparent
ways that the various banks intend to use the riateto market the services they
provide. But in general, all respondents agree thas an essential distribution

channel for delivering banking services that calp heem to annex their potential,

particularly in the South European and Balkan marke
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6.4 Conclusions

6.4.1 Summary and results

From all indications, it is safe to say that masarcial institutions in Greece have
realised the important role of Internet banking developing alternative distribution
channels of banking services. This is supportedhbyfact that there is a change in
their distribution channel structure through anmaase in the number of banks setting-
up a Web site or even becoming true Internet bamke. Internet is becoming an
important distribution channel for the banks offgrian extensive range of services
and it can help customers execute and monitor themsactions cost-effectively. In
addition, the methodology used in the course &f tesearch work (literature review
and questionnaire) have all contributed immenselgupport the belief that Internet
banking in Greece has a strategic importance ®btnks and the development of the
financial services industry. The results of the sfie@naire showed that more and
more banks are becoming aware of the strategicnpale of the Internet. The
majority of the respondents agreed that it is iddee effective new medium for
marketing financial products and services as wlaastrategic tool for expanding
market base.

What can be understood from the questionnaireaisititernet banking in Greece has
been more of a success than a failure and it isleded that online transactions will

continue to grow and expand while the Greek fir@nservices market matures.
There are constant developments in the areas ofigeg@rotocols and Net marketing

techniques that will strengthen the case for bankim-line.

Banks see the Internet as the latest cheap, fastcamvenient way of selling and
distributing their products. They view it as a sofmg tool to increase value-added
service. Some banks will find the Internet and WWh\re serviceable and beneficial
than others but the Internet will not revolutionisanking services offering. It is
merely an alternative distribution channel that ncdnreplace completely existing
traditional distribution channels.

6.4.2 Final comments and recommendations

The Internet and the WWW have attracted a great afeattention during the last

years because they are superb channels of digplaymrmation cheaper and more
effectively than any other traditional channel. TNet involves communication

between computers on networks that allows the wsFst communication with each

other regardless of time or place factors. As allres has become a popular
distribution channel. To compete successfully idays dynamic marketplace and
manage the complexities of diverse banking operatigsreek banks must deliver
superior value to target customers and be abledaptain a continuously changing
marketplace through market-oriented strategic ptanrFear of losing market share
forces financial institutions that do not provide-lme banking to speed up online
Internet banking plans. Internet banking is fingpgressing in Greece fast. With its
low-cost structure, attractive demographics andwative services, the Internet is
going to present a real challenge to traditionaimf® of banking. Internet banking

offers a great deal of advantages both to the ban#isto the customers. Clients are
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becoming more and more demanding and they are ngezven higher levels of
service from their bank. On the other hand, Intebenks by offering ease of use,
ease of access, choice and competitive pricingy ted depth and breadth of
functionality to meet the expanding needs of thdirerse customer base. They
increase customer loyalty and cross selling byetang smaller and smaller groups
until ultimately the banks offer tailored produis individual customers.

Because competition across the European countndsaeross different banks has
been intensified, the growth of Internet bankingme to continue for the following
years. Although it is difficult to forecast the duwé in such a volatile environment, the
amount of activity in the area means that the sdnawill evolve extremely quickly.
Greek banks and branches of foreign banks in Gregdcsoon understand that the
Internet can take them beyond their own bordersrder to expand their customer
base. Nevertheless, they will have to link thathvatgeographical strategy which, by
targeting specific neighboring countries, will helem minimize risk as well as they
maximize revenue. As a matter of fact, this isasehappening now with banks such
as the National Bank of Greece, Alpha Bank, EFGobank-Ergasias and Piraeus
Bank, which are trying to gain awareness outsid fhontiers and have positioned
themselves in the Web. This might force other tastins to reconsider their Internet
strategies sooner rather than later. Some bankg M&rnet as a cost-reduction
measure for transaction services, while othersargrovide information and advisory
services. Nevertheless, financial institutions asr&urope are seeking opportunities
to enhance cost competitiveness and to expand trizaike via Internet banking.

Electronic banking does not essentially alternate underlying trends of the
competitive environment: intense competition, néededuce costs and the critical
role of information technology. Rather it broademsl strengthens them. Banks will
have to decide whether to fully ride the Internetve; reduce quickly and
dramatically their distributions costs and pasdl@nsavings to the customers and to
adopt a more careful and gradual attitude. Thecehwiill be largely determined by
the perceived intimidation of newcomers attractgdtibe economics of Internet
banking.

Internet banking can perform a significant roletle development of the banking
system, as on-line banking becomes a standard tMédg.dOn-line banking in Greece

has finally reached the point at which it is beiagcepted by consumers and is
financially successful for the institutions thafeofit. In fact, banks are discovering
that a comprehensive on-line banking strategy i8 Key for success in the

increasingly competitive financial services markigt. designing an on-line banking

presence, a bank needs to think about various reptioanging from a simple

marketing presence on the Internet to an advancetihe® banking system that

changes the way in which the financial institutiworks and the consumer carries out
financial transactions. Whatever the type of offgra bank decides to follow, it is

essential that the bank undertake a comprehenssigs&s and planning process up
front to ensure the success of the project.

To conclude, the potential for on-line banking iegent for all banks to utilize. This
thesis has shown that the Internet is a unique Pty and a major channel for
distributing banking services in Greece. The bahks stand to gain full advantage of
this are the ones who have done their marketingd@milographic research and who
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are able to attract their targeted group by deyidmteresting and memorable
homepages to benefit from the increase in e-bardengces.
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APPENDIX A:
Questionnaire

To: The Marketing Department

Dear sir/madam,

| am an MBA student, studying Business Administratiat Blekinge Institute of
Technology in Sweden. | am currently working onhasis that researches Internet
Banking in Greece and | am distributing the attdaipgestionnaire to Greek banks.

| would appreciate it if you would answer this duesaire and e-mail it back to me
until March 3£, 2006. Please be assured that your answers willdaged with the
strictest confidence.

If you feel that you are not the correct persofillto this questionnaire, please could
you pass it on to the person in your bank that is.

If you have any questions, please do not hesitagerhail me at:
paad04@student.bth.se

Thank you in advance for you co-operation,
Sincerely yours,

Andreas-Nikolaos Papandreou
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QUESTIONNAIRE

Please fill this questionnaire and send it backAtadreas-Nikolaos Papandreou
(paad04@student.bth.sepefore March 31, 2006.

Section one

Please type the letter of your answer in the lakinon. If for example, the answer to
the first question would be “more than Euro 10idnll i.e. choice “A” then please
type “A” in the last column labelled “Choice” and en.

# Question A B C D Choicg
1 Your bank's assets are: More thanBetween | Less than -
Euro 10 Euro 500 | Euro 500
billion million to million
Euro 10
billion
2| Approximately, how many | More than| Between | Up to 1000 -
people visit your site per day? 5000 |1000 to 5000
3| How long has your bank beeMore than 3Between 1 t{ Less than g Not
providing Internet banking?|  years 5 years year provided at
the moment
4| How frequently do you update Daily Weekly Monthly | More than
your Web site? one month
for every
update
5/ Which is the bank's level of Basic Intermediary Advanced -
interaction?
6| What was the reason behindBecause of Pre-planneq - -
introducing Internet bankingPcompetition| reason
7 How do you make your | Advertising|Convenionall Banks’ Other
potential customer aware of on the Net| news medig publications
your location on the Net? r
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Section two:

For the following questions, number (1) would resar@ ‘strongly disagree’ while (7)
represents ‘strongly agree’.

Please type “X” in the appropriate column, whichudorepresent your feelings for
every question.

# Questions 12(3

(oe]

Your bank uses the Web as an information deliveoy. t

(o]

Your bank uses the Web as a tool to improve custoetationship.

10| Your bank gives information to encourage contathwustomers in physical
branches.

11| Your bank uses the Internet as an important busiced for marketing and
communication.

12 Your bank uses the Internet as a cost-effectiveilolision channel.

13| Your bank is interested in becoming a total Welkbarthe near future.

14 Internet helps you to identify profitable customers

15 Internet contributes to the increase of your bapiddits.

16 Internet banking customers carry out more transastihan traditional
customers.

17 Internet banking customers keep higher balancébeinaccounts.

18 Internet banking can increase customer retention.

19 Internet banking is helpful for expanding produffeings.

20| Your operating and maintenance cost has been rédirmee you introduced
Internet banking.

21| Internet banking can help you offer more compleodpicts of an equivalent
guality with lower costs to more potential custosner

22 The number of your clients has increased sincentooduced Internet
banking.

23| The productivity of your bank has increased sirme mtroduced Internet
banking.

You have now completed the questionnaire. Thank youery much for your time
and help!

Best Regards,

Andreas-Nikolaos Papandreou
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APPENDIX B:

Questionnaire that Evaluates the Bank Web Sites

Questions

The home page of the site motivates me to contnoesing.

The bank’s site is user friendly.

The site helps the bank introduce new productssandces.

The site gives information to encourage contadh wie physical branches

The site provides financial information about tlaak

The site releases information about staff and boé&dtirectors.

The site provides information on fees and rates.

The site provides economic information about tharftial market.

The site provides job offers.

Bmooxlcnm.boompztt

The site provides application forms to requestntiost common banking
products.

[ —
[

The site provides options where customers can makglaints, express

opinions, and request services in a generic way.

Andreas-Nikolaos Papandreou
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List of Banks where the Questionnaire was sent

# Bank True Type Country Contact
|.B. of Origin
1 | National Bank| Yes Public Greek homebank@nbg.gr
of Greece
2 | Alpha Bank Yes | Private Greek marketing@alpha.gr
3 Emporiki Yes Public Greek ebankingsupport@emporiki.gr
Bank
4 EFG Yes | Private Greek marketing@eurobank.gr
Eurobank
Ergasias
5 | Piraeus Bank Yes| Private Greek support@winbank.gr
6 | Geniki Bank No Private¢ Greece marketing@geniki.gr
7 | Egnatia Bank| Yes| Private Greece ebanking@egnatiabank.gr
8 | Agricultural No Public Greece ategt@ate.gr
Bank of
Greece
9 Bank of No Public Greece marketing@bankofattica.gt
Attica
10| Laiki Bank Yes | Private Greece marketing@Ilaiki.gr
11| Nova Bank Yes | Private Greece Webinfo Banker@novabank.gr
12 | Omega Bank Yes| Private Greece marketing@omegabank.gr
13 Probank No Private Greece marketing@probank.gr
14 Panellinia Yes | Private Greece marketing@paneliniabank.gr
Bank
15| First Business Yes | Private Greece info@fbbank.gr
Bank
16 Marfin No Private| Greece info@marfingroup.gr
Bank
17| Aspis Bank Yes | Private Greece marketing@aspisbank.gr
18 Postal No Public Greece webmaster@ttbank.gr
Savings Bank
19| Deposit and No Public Greece Fax
Loans Fund
20| Proton Bank No Private Greece customer@proton.gr
21| Bayerische Yes | Private Germany marketing@hvbeurope.com
Hypo- Und
Vereinsbank
22| HSBC Bank No Private U.K. marketing@hsbc.gr
23| BNP Paribas No Private France marketing@bnpparibas.gr
24| ABN-AMRO No Private| Holland Fax
Bank
25| CETELEM No Privatel France Fax
26 | Royal Bank off No Private U.K. sylvia.gouloumis@rbos.com
Scotland
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[®)

27| SANPAOLO No Private Italy Fax
IMI S.p.A
28| CITIBANK Yes | Private] U.S.A
marketing.greece@citigroup.c
m
29 Union de No Private| Spain Fax
Creditos
Immobiliarios
30 Bank of Yes | Private Cyprus marketing@bankofcyprus.gr
Cyprus
31| Hellenic Bank| Yes | Private Cyprus marketing@hellenicbank.gr
32 Bank of No Private] U.S.A. Fax
America
33 American No Private| U.S.A. Fax
Express
34| American Yes | Private Albania abaathens@ambankalb.con
Bank of
Albania
35 Pancretan Yes | Private Greece mail _ info@pancretabank.g
Cooperative
Bank
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APPENDIX D:

List of Questionnaire Respondents

1. American Bank of Albania
2. Alpha Bank

3. Emporiki Bank

4. Agricultural Bank of Greece
5. National Bank of Greece
6. Bank of Cyprus

7. Piraeus Bank

8. Postal Savings Bank

9. EFG Eurobank-Ergasias
10. CITIBANK

11.Deposit and Loans Fund
12.Egnatia Bank

13.HSBC Bank

14.Bank of Attica

15. Probank

16. Aspis Bank

17.Laiki Bank

Andreas-Nikolaos Papandreou
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APPENDIX E:

Answers of Respondents

Mode

2
2
1

3
2

7
7
6
7
7
1
5
5
6
5
6
6
3
6
6
6

Average

2
2
2

2
2

6
6
6
6
6
2
4
4
5
4
5
6
3
5
5
5

Laiki Bank

1

1

Aspis Bank

1

1

Probank

Bank of Attica

212122
213|122

3|12

11233
212121
3|12

5|6 |67

66|67

1121213

5/5|5]|6
5/4]|5]|5

HSBC Bank

4 1414122

2

2

6 [5]6 |77
6 |67 |5]|7

6 |4]5|7]6

514545
4 14|5]|5]5

5[5]5|6]|6
6|66 |7]|6
4 13|3[3]4
5/6|]6|5]|6
4 13|5]|6]|6
4 13|5[6]5

Egnatia Bank

2
2
1

7
7
6
7
7

5
5
6
6
6
6
5
6
6
5

Deposit and Loans Fund

4

5
7

5

3
3

4
5
2
4
3
4

CITIBANK

6
5

6
6

5
5
4

EFG Eurobank-Ergasias

Postal Savings Bank

Piraeus Bank

Bank of Cyprus

National Bank of Greece

Agricultural Bank of Greece

Emporiki Bank

Alpha Bank

American Bank of Albania

Question

10
11
12
13
14
15
16
17
18
19
20
21

22
23
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APPENDIX F:

Evaluation of Respondents

Mode

Average

6.1

6.2

6.6
6.2

6.4
5.3

5.5
3.4
5.5
4.5

51

Laiki Bank

Aspis Bank

6
6
5

Probank

6
5
6

Bank of Attica

6
5
6

HSBC Bank

Egnatia Bank

Deposit and Loans Fund

CITIBANK

66|75

4 1473

4 |6|6]5

EFG Eurobank-Ergasias

Postal Savings Bank

5
5

Piraeus Bank

Bank of Cyprus

National Bank of Greece

Agricultural Bank of Greece

Emporiki Bank

7
6

Alpha Bank

American Bank of Albania

Question

102 |5
11/3]| 6
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