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Abstract

The development of the information and communication technologies and the changes brought
to the business models by introducing the use of internet services in recent decades could not be
ignored by the banking industry. The emergence and the development of the internet banking have
raised many questions to both academia and industry representatives, both in terms of the benefits
of the new organizational models based on providing financial services online and the degree of
penetration of these services at the national economy level. This paper aims to make an analysis of
the extent to which the internet banking services are used in Romania. The analysis took into
account various criteria for the classification of internet banking users (age, residence,
occupational status). The study showed that the use of the internet banking services in Romania is
still below the European average but has an upward trend.
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1. Introduction

The banking industry, as well as all financial services, was found since the 90 in front of one of
the biggest challenges: the introduction of information and communication technologies in the
service providing process especially the internet banking services. The classical model of business
used by banks regarding the clients approach, based on face to face interaction, has become a
constraint for the development strategies and the possibilities to increase their market share in the
context of the rapid growth of the internet usage in all sectors of the national economy and
especially on the international markets.

The increasing competition in the banking services market has forced the market’ players to find
solutions to adapt to the new consumer behaviors that consider eliminating direct interaction with
service provider or goods supplier in favor of using the internet for purchases. Another reason
banks have developed internet banking services is represented by the reduction of costs and the
profits enhance, while enriching customer convenience through the ease and rapidity with which
transactions is executed (Stoica Mehdian and Sargu, 2013).

Over the past 20 years the literature has crystallized several research directions regarding the
internet banking services: comparison, in terms of profitability, of the business models of banks
from the classical "click and mortar" model to the mixed models to those based solely on online
services (Sullivan (2000), DeYoung (2005) Arnaboldi and Claeys (2008)), analysis of the degree of
penetration of the internet banking services at national economy level(Black et al. (2001) Gerrard
and Barton Cunningham (2003)), the integration of internet banking services in the development
strategies of the banks.

Hanafizadeh et al. (2014) made a taxonomy of the scientific articles regarding the internet
banking taking onto account three main topics: descriptive studies(presenting the concept,
identifying characteristics and attitudes of internet banking consumers, barriers to development of
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such services) studies based on primary and secondary data; relational studies(trying to identify and
explain factors influencing the implementation of internet banking services, to explain the
penetration of online banking) using models and theories ; comparative studies( analyzing the
internet banking services through comparisons based on several variables (population, distribution
channels, methods)).

This paper addresses one of the issues regarding the internet banking services - the use and the
penetration of them in Romania compared to the European Union. The paper is organized as
follows: the analysis of the use of internet banking services in the European Union, the analysis of
the use of internet banking services in Romania by types of users based on several criteria (age,
residence, occupational status) as well as the level and trends of the transactions made through
internet banking (number and value) in Romania.

2. Internet banking in EU

A short overview of the internet banking services usage level in the European Union shows that
the penetration of these services had a rapid grow jumping from 16% in 2004(Driga, 2014, p 89) to
46% in 2015.

The internet banking services have seen an increase in use among the EU population in the last
5 years. In 2011 36% of all population used Internet banking services, while in 2015 the share of
users in total population grew to 46%. The numbers are even higher for those who used the Internet
banking in the last three months, increasing from 52% in 2011 to 57% in 2015. (figure 1)

Figure 1. Online banking penetration in the European Union between 2011 and 2015
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According to the data presented, almost half of the EU population used, at the end of 2015,
Internet banking services. However, the same study shows that the country with the higher
penetration of Internet banking is Norway, which is not a member of EU and has a 90% level of
online banking users (www.statista.com).

Country-level data show that there is a greater reliance on the use of Internet banking in the
countries of Northern and Western Europe, while the South-East area is below the EU average
(figure 2).
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Figure 2. Online banking penetration in the European Union countries in 2015

81-100% | | (CELLRANGE]
61-80% [

[CELLRANGE]

a7c0% | | (C: . RANGE]
a6 | [ceuirance)
2146 I

[CELLRANGE]

0-20% | | (CELLRANGE]

0 1 2 3 4 5 6 7 8 9

Source: www.statista.com

The same conclusions were reached in a 2006 study carried out by Deutsche Bank that revealed
that online banking adoption is higher in northern countries and it also increases alongside GDP,
latitude and GDP statistically explaining around 80% of the variation in Europe, according to the
authors of the above mentioned study. (Deutsche Bank Research, 2006)

The question that arises from this upper trend of online banking is whether it will replace
traditional banking and lead to smaller, less staffed banks. The evolution of the number of local
units and employees of credit institutions in the last five years, seem to confirm this theory.

Seven years after the beginning of the financial crisis, the banking systems of EU countries
continue to transform, trying to cope with a new way of running their daily activities. The
development of online services makes fewer and fewer customers require direct interaction with
the staff of banks. If we add to those stated above the need for credit institutions to reduce their
operating costs, we conclude that the banking systems in the EU are in a process of restructuring
designed to transform the credit institutions into more flexible entities, able to adapt to a financial
markets in which information technology plays a decisive role. It is difficult to argue at this point
that the banking business will become fully automatic in the near future, suppressing the direct
interaction between customers and bank employees, but it is obvious that online banking operations
are on an ascending trend.

3. Internet banking in Romania

The recent literature shows a raising preoccupation for the internet banking services in
Romania. Starting with 2008-2009 studies conducted analyzed different angles regarding internet
banking in Romania: from the attitude, the behavior and the tendencies of the Romanian consumer
of such services and the penetration of these services in the Romanian market (Buhociu et al, 2009)
to the technical aspects with the analysis of internet banking services platforms from the Cloud
computing services perspective (Fratild et al., 2013) and if and how the internet banking services
contribute to the enhancement of the overall efficiency of Romanian banks(Stoica et al. 2013).

3.1 The internet banking services by types of users

In the past five years, the number of households with Internet access in Romania increased from
43.3% to 61%. The growth is greater in urban areas, where statistics show that 71.9% of
households had Internet access in 2015 compared to 59.3% in 2011. In rural areas, the share of
households with Internet access in total households doubled during the analyzed period, from
21.8% to 46.6%.
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According to the National Institute of Statistics research, the share of persons aged 16-74 years
who accessed the Internet in the last 3 months prior to the survey in order to use Internet banking
services in the total number of persons who accessed the Internet increased from 8.8% to 9.6%. In
the urban area 12.4% of users in the above mention group used the Internet for on-line banking
services, while in the rural area 3.8% accessed the Internet banking services in 2015 (figure 3).

Figure 3. The share of persons aged 16-74 years who have accessed the Internet in the last 3 months for
Internet banking by the residence area
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Compared to other Internet access purposes, Internet banking has one of the lowest percentage
rate. In 2015, 78.3% of inquired users utilized the Internet for participating in social networks,
76.3% for sending or receiving e-mails, 67.2% for reading or downloading online newspapers,
47.6% for seeking health-related information, 42.2% for telephoning over the Internet.

The distribution of Internet banking users by age group shows that the largest share in the
segment is comprised between 25 and 34 years. In 2015 from the total number of respondents in
this category, 14.1% accessed the Internet banking services, the percentage increasing over the
previous year by 2.2% and by 1.3% compared to the beginning of the period. The highest
percentage of users in this group was reached in 2013 when 14.7% of respondents used Internet
banking services. In the category ranged between 35 and 44 years, 11.1% of respondents accessed
the Internet banking services in 2015, compared to 8.2% in 2014. An increase in the number of
users was recorded in 2015 compared to 2014 in the 45-54 years segment, from 8% to 11% (figure
4).



Figure 4. The share of persons who used Internet banking services in the last 3 months by age group
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In the same period, the distribution of respondents by occupational status shows that most users
of Internet banking are among employers. However, in 2015 only 17.7% of surveyed employers
were using Internet banking, compared to 27.3% in 2011, 31% in 2012, 26% in 2013 and 23.6% in
2014. The second highest number of users are in the category of employees. The share of users in
this category increased to 14.5% at the period end, compared to 12.4% at the beginning of the
period (figure 5).

Figure 5. The share of persons who used Internet banking services in the last 3 months by occupational
status
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If we add to the foregoing that in 2015 10.3% of men participating in the NIS study have used
in the last 3 months Internet services to 8.8% of women, their number being increased from the
previous period, we conclude that user Internet banking is male, aged between 25 and 34 years old,
lives in the urban area and is an employer.

3.2 The internet banking transactions
An even more comprehensive outlook on the size of the Internet banking sector in Romania can

be obtained by analyzing the data that credit institutions are required to report under the provisions
of the Ministry of Communications and Information Technology Order no. 389 from 2007.



In the last quarter of 2015, banks reported to the Ministry of Communications and Information
Society a total of 4,051,640 users of Internet banking services, doubled than the number of users in
the first quarter of 2011. The maximum number of users, 4,460,437 was reported in the fourth
quarter of 2014. The evolution of the number of users fluctuated throughout the period, registering
both upward and downward trends, but remaining higher than the number reported for the first
quarter of 2011 (figure 6). Comparing the internet banking users’ number with the Romania’ total
population (about 20 million at the national census in 2012) the share is only 20% and 25% if we
consider only the adult population over 18(about 16 million at the national census in 2012).

In terms of transactions number the internet banking in Romania developed and grow between
2011 and 2015(as we can see in the figure no. 6) showing that the individuals accessed more often
the possibility of doing payments, shopping and transfers online.

The users of Internet banking conducted their transactions mainly in the national currency, the
maximum number of their transactions, 23.025 million being reached in the third quarter of 2015
and representing a total value of 459,710,240,844 lei. Throughout 2015, 1.647 billion lei were
traded via Internet banking operations in 84.053 million transactions. The number of transactions in
foreign currency averaged around 1.08 million transactions each quarter, with a maximum of 1.43
million transactions in Q3 2015. The value of foreign currency transactions in 2015 reached 62.4
billion in euro equivalent.

Figure 6. The quarterly evolution of the number of Internet banking users and number of transactions
between 2011 and 2015
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Taking into account the number of internet banking transactions we found that the evolution is
different depending on the currency used. The number of internet banking transactions in the
national currency registered, each quarter in the analyzed period, an ascendant trend growing from
about 14 million in the beginning of 2011 to over 20 million at the end of 2015. On the other hand
the internet banking transactions in foreign currencies remained for the entire period under 2
million with an important grow after 2013. Even if the number of internet banking transactions are
incomparable, the grow ratio is significant in both cases: the transactions in national currency
augmented by 60% and those in foreign currency had more than doubled in each quarter of 2015
comparing with 2011.

4. Conclusions
After conducting this analysis we can state that Internet banking in Romania is set on an upward

trend and this raises two problems for banks: the need to adapt their operations to the new
requirements of clients, providing secure and fast Internet transactions, on one hand, and the need



to reduce their personal and on-field presence and replace it will a more active on-line presence. At
macroeconomic level, if we add to those trends stated above, the tendency of reducing the number
of ATMs and the increase of POS payments, we may be looking, on long term, at the substitution
of the physical currency with the electronic one.
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