Window on Organizations:  Why Are Internet-Only Banks Smiling in the United Kingdom?

Do you think Internet-only banking will survive?  Why or why not?

The advantages of using an online-only bank outweigh the disadvantages.  Online-only banking provides customers with the convenience of banking at anytime from anywhere, thus ensuring its survival.  Online banking customers can check their balances at any time, pay bills, transfer money, and apply for credit.  Higher interest rates for checking and savings accounts are also a plus.  Disadvantages include lack of face-to-face contact, check cashing, money withdrawal, complexity of some transactions, and lag time for deposits made via the mail.

What are the organizational and technical problems Internet-only banks face?  

Perhaps the most significant organizational problem is the interaction method that the online only bank has with its customers.  With a bricks-and-mortar bank, you have the option of going to the nearest branch to resolve any question about your banking activities.  For instance, a question about a mortgage application may arise, or perhaps a deposit has not been credited to your account.  If you deal with a bank representative, the bank representative can check into the situation and give you an indication about when and how the problem will be solved.  If the problem is not immediately resolved, you also know who to contact.  When dealing with an online-only bank, the interaction methods and standard operating procedures are quite different.  Additionally, making a cash deposit to your savings or checking account can be awkward, since you cannot just walk into the bank and make the deposit. 

A user-friendly Web site, as well as uninterrupted access to account information, is critical to the success of an online-only bank.   An obvious issue that arises for an online-only bank is that its customers must have Internet access, a computer, and a browser.  

One of the biggest obstacles to online-only banking is that some individuals will refuse to bank online because of security concerns.  Additionally, what happens if a customer loses or forgets his/her password?  

What are the organizational and technical problems traditional banks with online banking features face?

A traditional bank with online banking features gives its customers the choice of visiting a local branch or performing transactions online.  However, the traditional banks will face many of the same problems that online-only banks face.  Security is one of the biggest issues.  Before customers will use the online banking services, they must feel that their accounts are secure from hackers.  A traditional bank must provide an easy-to-navigate Web page, as well as consistent, immediate access to customer account information.  Any bank offering online access must provide uninterrupted service to its customers.  If the Web site is down for maintenance, it is important that the bank indicate on the Web site approximately how long the Web site will be down.  

