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ABSTRACT
The study aims to investigate the factors and aspects affecting digitalization towards banking.
The study finds out what are the target customer needs and wants towards digitalized products
and services, and if they are willing to make a shift from financial branches to fully digital.
Understanding why and how customer’s buy is beneficial for all marketers.

The primary outcome of this thesis is to understand where the financial institutions should
invest their money and what are consumer expectations towards digital products. The study
will know if additional sales and marketing could still stay in the branches, or it should move
from physical to online since the branch’s clients might have different wants and needs toward
the financial institution. The analysis of the questionnaire revealed that the consumers are
moving towards digital products and services.

Keywords: digitalization; banking, new devices, internet
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INTRODUCTION
In 2021, nearly 3 billion people in the world will have access to retail banking services
throughout tablets, smartphones, and PCs (Smith S. , 2017). It means that retail banking must
adapt to the new cultural shift and meet customers new rapid expectations toward banking.
There is a clear trend in Estonia, where people are seeking more information from online than
offline and therefore, spending most of their time in on-the-go devices such as smartphones
and tablets (Milos, 2018). It is related to the behaviour of consumers, and that trend should be
followed by industries to sustain and maintain their position in the marketplace.

All of this has already had an impact on sectors such as banking. In Estonia, for the past two
decades, the leading commercial banks have been closing physical branches (Eesti Pank, 2014).
That is a clear indication of a highly competitive marketplace, where every institution seeks
how to manage and allocate their funding most efficiently. At the same time, when physical
branches are closing, there has been a definite shift toward mobile devices such as smartphones
and tablets. Estonia’s most prominent commercial bank is Swedbank, and their statistics reveal
that more than 290 000 users have already shifted towards mobile, at the end of 2018, and the
number is growing year-over-year (Raagmets, 2018).

This thesis aims to find out what are the leading products and services that people are willing
to get online and what shall remain in the physical branch. This research also studies the
technology acceptance in digital banking in Estonia. By understanding how the digital
revolution has changed the perceptions amongst people within banks and how they would
expect to be in touch with their preferred financial institute. The main questions raised
regarding the digital revolution is to understand how people interact and what are their
expectations inside the digital world (Elstad, 2019).
RQ1: What are the products and services people are willing to get digitally?
RQ2: Do people trust bank employees, if they are not physically there?
RQ3: Is there a difference with technology acceptance in different age groups?

5

The thesis is structured as follows. This thesis is a combination of theoretical and quantitative
sections. The first chapter shall aim to give insight and describe the background for the
research, such as information seeking behaviours in the 21st century, internet usage among
Estonian people and how it is combined. The second chapter gives a theoretical foundation and
introduces the theory of reasoned action, technology acceptance model. It will also present how
informational seeking has gone better through technological changes over the years and
whether the methods are aligned with statistical data. The third chapter reveals the findings of
the questionnaire, explains it thoroughly, and describes the limitations of the research were. At
the end of the study, there is also a conclusion that sums up everything, whether the additional
sales and marketing could still stay in the branches or everything should be moved from
physical to online.

The knowledge from this study could be useful for bank managers to gain awareness and deeper
conversance, what products and service people are willing to do in the digital channels, and
what shall remain in the branches. Financial institutions could develop and aggregate
appropriate strategies to seek out where people would need extra help. The digital revolution
has disrupted financial institutions. Therefore, to maintain their customer relevance, they shall
enhance and improve customer experience in all channels. However, it seems that the digital
channels for some products and services have been overlooked and not communicated to the
audience well enough. Therefore, people are not yet ready to go fully digital within the banks.

To the author knowledge, there has not been such an extensive questionnaire that genuinely
seeks the product and service are and how they co-operate in the digital world.

The Author gives best regards to his advisor.
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1. THEORETICAL FRAMEWORK & BACKGROUND
This chapter is about understanding the context of the possibilities of financial, technological
background, and at the same time giving a more comprehensive foundation of concept, what
this study is built upon. To get a better understanding of the motivation and need for this
research, there are presented several figures and statistical numbers, how people have changed
over the past few years. Also, in this chapter, the key aspects and the conceptual foundation is
laid down to understand more about the theory of reasoned action and technology acceptance
model to understand the background. It will also introduce how informational seeking has gone
better through technological changes over the years and whether the theories align with
statistical data.
The study has gathered extensive literature from the theoretical part, and in terms of the
research and procedure, this study will mainly use Google scholar for searching the relevant
literature and trustworthy articles. The main keywords using in the literature search are
“digitalization,” “banking,” “history of banks and informational technology,” “traditional
model of banks”. In this research, there will also be included in the literature what is provided
by the field experts as an essential source. The study will use trusted internet sources inside
the theoretical part since there is not so much information about this topic in the books.

1.1. Informational seeking on the 21st century
In the 21st century, there is a new trend coming up what is called the “informational age,” where
informational technology plays a vital role. The business landscape has changed in the past
decade due to the evolution of Information and Communication Technologies (Gardner, 2007).
Information and Communication Technologies (ICT) has reduced and improved operations in
the businesses (Brako, Awuah, & Adzimah, 2015). There is a clear indication of improvements
in efficiency and effectiveness in businesses when using ICT (Greenberg, 2001). It seems that
the information and data, what came together through ICT could be an authoritative source to
intellectuals. The data and actions from the ICT could capture at once, and when all the data
points would put together, then it could be a useful source for companies to improve their
services. (Yamin Firooz M, 2005)
There are many different platforms, where content and communication placed, which makes it
difficult for regular people, specialists, and companies to keep an eye on. (Douglas, 2018)
There are many sources, where the company could find legal information from, but the data
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volume is growing endlessly. It makes it difficult to understand what the correct information is
and what is not legitimate. (Calkins & Kelley, 2007) Another interfering factor could be that
the data is defined and interpreted differently, which could lead up to wrong business decisions.
All of this could be difficult to validate for the specialist or person. (Austin & Sutton, 2015)
There a lot of data online; therefore, to understand what is the correct and incorrect data takes
time. The study conducted by Halls and Walton shows that there is a clear indication of
informational overload since the person could not analyse through that vast amount of available
data. Informational overload occurs when information becomes incumbrance when the
information could be potentially useful. (Amanda Hall, Graham Walton, 2004) It is an
indication that the data presented should be concentrated and not scattered through different
website.
According to Foltz, information seeking involves problem-solving process, which would
require decision-making and information recognition (Foltz, 1996). There could draw a
relationship between problem-solving style and the person information-seeking behaviour
(Kim, 1999). There is seen a clear behavioural pattern with psychology and sociology when
people are seeking information. There is not a critical difference between age groups nor
genders. The studies have shown that risk-taking, self-confident, and dominant people lack
new information. These people are keen on their idea and do not mind search up new
knowledge. At the same time, people, who have low self-esteem and confidence persuade to
search for more information and are fascinated with the unique experience. (Kernan and
Mojena 1973) That means that people who have lower self-esteem and confidence in
themselves would like to seek information on their own. Probability of finding the information
would be higher than the people who are risk-taking and self-confident. That group of people
would most probably need extra help from other people.
Though the people who are seeking information online, should validate the news, with more
sources becoming available, it could be more difficult. Finding valid information what is up to
date is essential for companies, and they should understand to not to overload the person with
knowledge since it could be harmful to the overall business. All actions should be taken a closer
look before turning every offline feature online and what is contextual in the 21st century and
what should be left out. (Laurence Alpay, John Verhoef, Bo Xie, Dov Te’eni, J.H.M.
Zwetsloot-Schonk, 2009)
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1.2. Internet usage in Estonia
The people used the internet heavily and therefore spent quite a bit of time inside the
informational field as well. According to Kantar Emor TNS Media Day survey what showed
the Estonian internet usage per day between the ages of 16 to 74 years old. The study showed
that on average, one person browsed the web for 4 hours and 1 minute per day in all platforms
combined. That makes an average of 28 hours and 7 minutes per week. (Milos, 2018) Though
it should be mentioned that all of the time, the people spent on the device is not just
informational seeking purposes, rather entertainment reason (Google/TNS, 2017).

Smartphones and tablets are connected wireless internet or mobile internet, from where they
could access a lot of available data. From 2017 till the end of 2018, the share of internet users
among people between the ages of 16-74 has exponentially grown and gained more users than
compared to the state where the Internet was in 2013 to 2015. In 2007 the level of internet
access by household overcame half of the population and a bit more with only 52%. This
number has steadily grown, so in 2018, the entrance is already around 90% in the selected
segment. (Eurostat, 2018) Though there is internet access to 90% of Estonians, there are still
people who have not used the internet. The number has been slowly decreasing, but according
to Estonian Statistics, it was 11% in 2018. (Vabariigi Valitsus, 2018)

18%

11%

5%

2013

2018

Figure 1. Non-internet users in Estonia aged 16-74 (percent)
Source: Statistics Estonia
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2020

The rise of the internet has increased from 2 percent to 4 percent over the years, which makes
it around 25,000 to 50,000 people who have gained access to the internet. This figure is
remarkable since in a population of 1,323,820 as 1 January 2019, it gives more access and
freedom for the people who have never had it before (Tammur, 2019). Because of the internet,
they have no access to more information and services than they had back (Sanger, 2010).
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Figure 2. Level of internet access - households ages 16-74 (percent)
Source: Eurostat

It is essential to look inside different age groups since they may behave differently. According
to the reports by Statistics Estonia they have informed that 98% of the people aged 16-54 years
old have used the internet in the last three months. It is a staggering number since there is a
clear digital divide between the ages of 16-54 to 55-74 years old. However, from 2017 to 2017
there is a 6% increase in internet whiting the ages of 65 to 74 years old and the gap is slowly
closing. (Tammur, 2019)

Taking Estonia into comparison with other countries, then there are only a few countries who
have higher usage of internet users. There could be seen that in Sweden, Norway, Croatia, the
Netherlands, and Spain has over 90% of the share of internet users between the ages of 16-74
years old. (Eurostat, 2018) That means that Estonia and its people are technologically advanced
and are ready to use services that are provided through the internet, though in this case there is
just information regarding internet availability and usage and no mention regarding digital
literacy, what will be discussed later.
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1.3. Intentions to use online banking
In the late 1960s, there was the first development of The Theory of Reasoned Action (TRA).
It was then revised and expanded by Martin Fishbein together with Icek Azjen in the years
what followed. Fishbein and Ajzen proposed that TRA is linked together with the person’s
attitude, beliefs, norms, and intentions. The individual is acting and behaving in a certain way
due to its subjective standards and their attitude. The theory also describes more about people’s
determined behaviour in subject with the society they surround. (Fishbein & Ajzen , 1980)

Three things that are affecting TRA, which are the attitude towards the specific behaviour, their
perceived behavioural control, and subjective norms. The stronger the position and individual
criteria are the more significant and stronger intention is for the person to do that specific
behaviour. The person is predicting that this intention or belief if leading to the intended
outcome. (Fishbein & Ajzen , 1980)

This theory could be used in this study to evaluate, whether there is a confident attitude towards
some technology, what is new and has not been on the market for so long, such as video
meetings and online banks. It could tell the companies whether the people would follow with
the new and trendy technological advancements, or they shall change the overall cultural norm
and educated people from that end. Therefore, after it is not necessary to spend resources in a
specific product or service, what people are not using. To conclude, there might be some
cultural norms in Estonia to speak to a computer screen or phone in some other age or region
group.

In this study, two key constructs are used to evaluate the TRA, which are trust and past
behavioural manners with technology, to evaluate the online banking presence in different age
groups and regions. Trust has been the key factor when dealing with financial institutions. Trust
in the banking system is the crucial element for the whole society. (Pauline & van Raaij, 2017)
There is a strong linkage with trust between the client and seller relationship for a long-term
business. (Doney & Cannon, 1997) Both factors change the behavioural intentions of online
bank users considerably, and the subjective norm can affect in a prediction model to boost
11

intentions of online banking users. Therefore, in Figure 1. is the proposed conceptual
framework.

Confidence in
the financial
institution
Subjective
norm

Past
behaviour
Intention to
use online
banking
services or
products

Figure 3. Conceptual Framework
Source: (Pauline & van Raaij, 2017); prepared by the author

Based on Ajzen and Fishbein theory about consumer behaviour and psychological ideas, the
intention to use online bank’s services and products was raised. This study intends to define
people’s expectations and intention regarding future online banking needs and want.

There is also an implementation of generation marketing theory (GMT) to TRA since it would
improve the result overall to have fewer outliers in the model. Fundamental theory, developed
by Strauss-Howe in 1991, states that consumers in the same age group shall behave and act
similarly since they were born at the same time. Therefore, the milieu was familiar. (Howe &
Strauss, 1991) At the same time, the theory has its exclusions, and it is also notably
stereotyping. Though the study would be turned down the generation marketing theory if there
is no notable difference between the products and services people would be willing to get in
different ages.
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1.4. Technology acceptance model
Technology Acceptance Model (TAM) was developed by Davis, in 1989, which explains why
people would choose to use technology in the work context. The theory states that people would
use it due to the ease of use and perceived usefulness. TAM is adjusted through TRA and with
several modifications later. Current TAM model would remove and not consider the attitude
construct to the model, which remains the active behavioural elements. (Davis, et al., 1989)
Though dealing with financial matters might not be related to job context, but it includes a high
focus on efficiency, and there is no entertainment level of any sort. Therefore the technology
of the acceptance model can fit the study.

Though there are several limitations following the technology acceptance model since it
assumes that people are planning their behaviour and are rational in their actions. It also
believes that people are thinking first about the ease of use and usefulness of the technology,
before starting to use it, but logical thinking has nothing to do with the behaviours. Due to the
fact, people are not rational, everything they do is not reasonable. (Venkatesh V. , 2003)

There is also a second limitation regarding TAM since the theory does not tell how to build a
technology that is easy to use or useful to its customers. It just briefly says that technology
should be helpful and easy to use, but no pieces of advice concerning how to build and design
one. Therefore, it is testing and gathering customer feedback before making new technology.
(Venkatesh V. , 2003)

Figure 4. The Technology Acceptance Model
Source: (Venkatesh V. , 2003)
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This study will use The Technology Acceptance Model to understand how technology and
digital banking services could be easy to use and useful at the same time. The online
questionnaire shall use the Venkatesh (2003) and Davis (1989) scale to get a better
understanding of the ease of use and usefulness as a base for the study. If the TAM model is
logically structured, the limitations of this model should still consider. Due to that fact, the
study could not give an answer to the improvement of the system itself, but rather focus more
on the construct what is missing before the action even happens.

The TRA theory could also be used to understand whether all the constructs toward online
banking are satisfied or some constructs are still missing. This model could help to understand
what the missing link is why people are not using the product or service in some channels, and
yet some are.

1.5. Technology and being online is getting closer to the consumers
According to TRA and TAM models, there are several steps before the customer uses a specific
product or service. However, there is essential to look through the whole customer journey, to
seek out where customers are dropping off and what keeps them away from digital services.

Here are several entry points on the digital side, where the consumer could interact with the
bank. The most common ones used are smartphones and tablets (Google/TNS, 2017).
Smartphone and tablet computer have decreased in size and weight. Therefore, it is much easier
and better to carry them on the go. That has had an exponential growth regarding the virality
of usage amongst people. In Estonia, 65% of people are using a smartphone, and 78% use the
computer, which shows clear indication where people go when they need to use the internet.
Computer numbers have stayed stable for some time, but the smartphone usage has been
steadily growing, which means that soon it will be the go-to device for Estonians.
(Google/TNS, 2017) There could draw a clear correlation, where the businesses and marketers
should look at and where people get their knowledge nowadays.
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Though being online plays a vital role today, it is essential to look at what and where people
are using it. Specially to understand the difference between different age groups and their habits
of using different devices. According to Statistics Estonia, 97% of 16-24 years old use mobile
to visit the Internet. This fact is essential since 99% of that age group uses the Internet every
single day. (Ait, 2017) That means that the company or service should maintain their online
presence to communicate with a person the person aged 16-24.

It would be necessary to look at how much time do the people spend on these on-the-go devices
to get a better understanding of the customers. According to Kantar Emor TNS Media Day
survey, what collected data from 16 to 74 years old Estonian people about their Internet usage,
showed that people spend much time in these devices. On average, one person at the age of 16
to 74 browsed the web for 4 hours and 1 minute per day in all platforms combined. That makes
an average of 28 hours and 7 minutes per week. (Milos, 2018)

Though it is quite important to point out that internet usage is different in different age groups.
There are some parallels as well, what could draw from that data set. Namely, the question
arises, what do the people do in these devices. That there is one thing in common in the age
group of 16-24 and people at the age of 16-74. Both age groups use these devices to seek news,
send out e-mails and search about products, and service from online. (Milos, 2018) Therefore,
it is understandable that people use these devices to search for products and services, and if the
company is not there, then the consumer could not find anything about their presence.
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2. Primary competitors in the Estonian banking market
Financial history and banks are usually discussed in the same manner since they operate and
depend on one another (Turner, 2014). There is no economic history without the banking
system and vice versa. For the purpose to concentrate and stay narrow, it will only take a closer
look into Estonian financial sector history. All of this is important to lay the conceptual
foundation for the history of banking.

Finantsinspektsioon (FI) shared an extensive overview of the banking market share distribution
overall and per product separately. There are so many products what the bank consists of, and
people could divide the purchase decision between different banks. It should also be mentioned
that people could have several accounts therefore to calculate the overall market share
distribution is not possible with the information that could be accessed through the FI site nor
other commercial banks publicly available informational database though FI and different
journals look at the amount of deposits people hold within one bank.

Importance of the commercial banks is looked after deposit and loan amount. It was seen from
Finantsinspektsioon website, that Swedbank holds the most significant amount of deposits,
which is 47%. SEB Pank has 23%, Luminor Bank 10% and LHV Pank 9%.
(Finantsinspektsioon, 2018)
50%
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23%
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2%

Figure 5. Deposit amount (end of 2018 June)
Source: Finantsinspektsioon
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From the chart, it could be conducted that the main competitors in the market are Swedbank,
SEB Pank, Luminor Bank, and LHV Pank (Finantsinspektsioon, 2018). The study will exclude
Luminor bank because the Luminor Estonian branch was merged with DNB and Nordea on
02.01.2019 (Koppel, 2019). Therefore, the focus is more on the development and digital
journey of Swedbank, SEB Pank, and LHV Pank, which are the main competitors in the market
when comparing Figure 3. The other financial institutes are excluded since these institutes do
not have sufficient deposit amount, which means that the client base is small.

To conclude, the market is dominated by two big commercial banks. Majority of deposits is
owned by banks called Swedbank and SEB Pank, who are holding more than 70% of client’s
deposits. As previously mentioned, it is not possible to say how many active clients, they have,
but now they are dominating the financial marketplace, which means that they could have the
advantage to be in the forefront and role model leaders for digitalized banking, and everything
related to new informational technology.

2.1. Contact forms of banks
The Estonian retail banks are represented in many different channels to stay in contact with
everyday banking such as physical bank offices, mobile applications, the online bank through
a personal computer, and ATMs. All of them should be able to let the customer transfer their
money, check balance, and do other bank related topics. The financial sector has developed
self-service products for several years, which means that the physical contact form of a bank
employee is losing its importance. Therefore, several branches have been closed.
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Source: Bank’s yearly report

Before indicating to the previous chart, it is essential to mention that all the data was not
available to get online, and therefore, there are some missing data entry points. Due to the
history of the banks, people are expecting to have bank offices near their workplace or home.
Though the year going further, there is a clear pattern of closing branches, since fewer people
are visiting the branches and more people are using the internet to do their everyday banking.
Majority of the market shareholders are closing the offices due to several constraints. Main
press releases are related to the digitalization, and that the access to the internet has increased,
therefore, a lot of banking activity could access through the internet.

The most significant drop in office closing was in 2007-2011 when Swedbank closed more
than 28 offices s (Swedbank, 2018). At the same time, SEB Pank closed 22 branches (SEB
Eesti, 2018). All of this was at the same time when internet bank and mobile banking had a
revolutionary breakthrough. However, this is not the only reason, why branches were closing.
It is vital to point out that at the same time, there was a financial crisis, what hit banking the
most (McDowell, 2011).

18

Looking at the numbers, then there is a clear trend happening over the past few years. 11% of
branches are closing each year, which means that the future prognosis would state less than ten
years to have physical branches opened for SEB and Swedbank.

However, at the same time, it is vital to indicate that banks have developed other channels to
communicate with their customers, which means that the transformation could go from one
channel to another. Such as moving from physical bank to form of internet bank, mobile bank
or video meeting.

2.2. Digital solutions in relation to informational behaviour
Digital marketing is done through media what is digital such as the internet, search engine
marketing, social media, and mobile phones (Kotler and Armstrong, 2009). Companies gather
and use data to create awareness so they could build a brand amongst people (Hargittai, 2010).

People expect to consume products and services differently than ever before, and it has created
new trends in where everything should be reached quickly, easily, and be one click away
(Yannopoulos, 2011). The effects of quick, easy, and one click away mentality have also had
an adverse impact because people spend less time on the website and its trustworthiness.
Federal Trade Commission (FTC) from the United States of America has reported that there
are hundreds of thousands of victims who have lost their money due to fraudulent websites and
since they are not spending not enough time to understand the legitimacy of the business. (FTC,
2019) It might be one of the reasons, why people do not trust internet services so much because
they have had a bad experience before.

People need to think about whether the websites they are visiting are valid or not since the
fraudulent sites and statistics is growing each year (FTC, 2019). Digital solutions are available
to use 24/7, and it is available to everyone who has access to the internet (Perlow, 2012). It all
shows that digital skills and digital literacy acceptance are essential when being online
(Bhattacherjee, 2006).
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There is also profound research done in 2017 by Turu-Uuringute AS who conducted research
that took a closer look at 964 Estonian households and asked, how the family uses their money
and what are their financial behaviours. The statistics revealed that some transactions are still
done physically at the office and not online (Mitt, 2017). Though numbers of mobile and
internet bank have grown over the years for SEB, Swedbank, Luminor, and LHV, there is still
need for physical branches since people preference for some topics is still not that digital,
though there are solutions to support going fully digital.

A questionnaire conducted by KMPG states that there is already a shift towards mobile phone
banking applications and not personal computer banking, as was in the past. KPMG asked 12
leading bankers, whether they see the trend towards internet bank or there is a new leading
platform on the market. The conclusion from the report is that mobile banking is taking a more
significant gap from “traditional” internet bank, and it is a significant place where people have
their interactions with the bank. (ituudised.ee, 2011) Mobile banking had started the
development in early 2000 when Hansapank (former Swedbank) brought new mobile phone
banking solutions to the marketplace (Raesaar, 2000). As mentioned, then Estonia’s most
significant commercial bank Swedbank has over 290 000 users who have already shifted
towards mobile, and they are mostly checking their bank balance and sending out payments
(Raagmets, 2018).

There is also an opportunity to have a remote advisory session with SEB, which means that
there is no need for the consumer to go to the branch since every financial matter could solve
inside the video meeting. SEB was the first commercial bank in Estonia who came to the market
with this idea. Now there is also seen that LHV and Swedbank Estonia is trying to open up
their remote advisory channel, but there is no precise date revealed from their side yet.
(ärileht.ee, 2017)

SEB has also revealed that every fourth meeting with the bank is happening online through the
remote advisory channel (Piilmann, 2019). It means that people do not go to branches so many
times as they used to since the commercial banks have made it much easier for people to
communicate with them.
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2.3. Digital natives
Technology has enforced everyone to change and had a significant impact on people’s lives.
People are seeking information the same way as their ancestors did, but it has shifted from
books to more digital form. People are still seeking information that is structured, focused, and
done in a specific time and discipline. (Heinström, 2006)

Seeking information is related to a variety of factors, and it is not a singular activity, what is
understandable right away through data. It is influenced by consumer motivation, practical
need, and available access to that knowledge. Consumer motivation is something that drives
the person to buy a product or service to fulfill their unconscious need or desire. One of the
critical elements for building up the framework for this questionnaire was strongly related to
the theory and concept of informational seeking.

Though there is not a clear distinction who seeks more information regarding different ages,
there is an understanding of what different aged groups use to find information. Marc Prensky
created a concept in 2001, which states that there are people who are “native speakers” of the
digital language of computers and the Internet (Prensky, 2001). In 1997, Don Tapscott referred
to these “digital natives” as “Net generation” (Tapscott, 1998). Most of the digital natives have
surrounded and spent time with digital solutions such as computers, phones, music players, and
video games. According to Prensky, digital natives enjoy processing data quickly, enjoy
gaming and multi-tasking. (Prensky, 2001)

Prensky states that people, who were born before the 1980s should consider themselves as
“digital immigrants” since they are most fearful of using technology. They might be afraid
about technology for many reasons, but the critical difference between them and “digital
natives” is that they have no contact with technology at an early age. Therefore, they were born
differently. According to Prensky, digital immigrants process information much slower than
“digital natives” and work only with one thing at a time. (Prensky, 2001)
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According to Zur and Walker, all digital immigrants and digital natives are equal, which means
that people have different attitude and capacities towards different digital technologies.
Therefore, digital immigrants and digital natives can be sorted out into three major groups.
Digital immigrants could be segmented as followed:
•

Avoiders are a group of people does not see the value, what is coming from digital
technology, therefore they live the relatively technology-free lifestyle.

•

Reluctant adopters are a group of people who uses digital technology but is somewhat
cautious and tentative towards it. They feel as if the technology is unintuitive and does
not fit their lifestyle.

•

Enthusiastic adopters are a group of people who are interested in keeping up with
technology and see actual value from it. They take the best out of the information what
is available and are not scared of digital ¬natives.

It is important to note that digital natives and digital immigrants cannot be examined side by
side since there is a disparity between them. Digital natives could be segmented as follows:
•

Avoiders are a group of people who were born in the digital ages but did not see real
value from it. They are a small group of people, who still uses cell phones since their
peers at the same age do, and they feel pressured to stay in contact the modern way.

•

Minimalists are a group of people, who accept the digital technology but try to interact
with it as little as possible. They use these technologies only when it is necessary and
instead not use new technology, which is not a necessity.

•

Enthusiastic participants are the most digital natives, since they are fluid with all of the
technology, and they stay online as much as they can.

There is a clear difference when comparing digital natives and digital immigrants. Paperwork,
formalities, and bureaucracy do not make sense to the digital native since everything should be
quick and straightforward. (Zur & Walker, 2011) It might also be necessary when creating a
new digital product since it is crucial to understand what different segments are expecting from
the company.

Heinze conducted a study in Germany, where he took a closer attention to i-literacy and how
to develop a reliable infrastructure to support information literacy skills among students. The
overall results showed that the students who were internet savvy were not informationally

22

literate. Which means that they were not able to search for information on their own, although
they knew how to use their technology. That means that the people who are “digital natives”
are not able and capable to use digital devices for their learning nor practical purposes (Heinze,
2008). It might be an indication that there is help needed when they would need to work and
find information on their own.

To conclude then, there is a clear distinction between the digitally literate people and those
who are not. Although people spend much time in digital devices, some people still are not
capable of learning or finding the questions on their own, as Heinze (2008) study showed. The
information could be there, but the person might not find it since they do not know how to read
through this information overload (Amanda Hall, Graham Walton, 2004).

2.4. Customer motivation towards banking
His study has mainly on banking and how people have interacted with its products and services.
As seen (from Figure 4.), the branches are closing, and people need to use different channels
to stay in touch with the bank. The next location and channel, where people are shifting towards
to is the internet, though it would be too primitive to say that people are using personal
computers to stay in touch with the financial institutions.

It is also a clear indication, that shows people’s preferences towards moving to the web and not
in the branches anymore. Also, there is a trend regarding some products and services that are
only done by mobile phone and nothing else. Though several actions were done online, there
are still products and services what shall stay in the branches, such as loans and investments.

There is one thing collectively common regarding usage of digital devices, and that is
motivation. Motivation is from psychological conscious, something that consumer wisher or
satisfies. The result of all this is a drive for the purchase decision of a product or a service from
a specific retailer. The goal of a purchase is to satisfy the need. If the motivation has reached a
certain level, it shall move to the next phase, what is attention, where there are more stimuli to
get that product or service.
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Need is also divided into two subsections:
•

Utilitarian is a desire where practical benefit or functional benefit is the goal (Engel,
Blackwell, & Miniard, 1990).

•

Hedonic involves emotional responses or experiential need what means that the
experiential benefit could also state that it is as a luxury (Hırschman & Holdbrook,
1982).

Figure 7. Motivation process of consumers
Source: (Kemp & Gelderen., 1996), adapted from Engel et al. 1990.

For marketers, it is essential to understand what drives people to make the purchasing decision,
and therefore, it is vital to understand the customer journey. Kemp and Gelderen (1996) model
could link with Fishbein and Ajzen (1980), and from that, it could be understood, that cultural
norms have a significant impact toward the usage of the product or service. Which means that
if Estonia's cultural space people accept mobile banking and internet banking, then the people
would use the products and services.
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3. METHODOLOGY
By integrating the above-mentioned theories, research streams, and studies, there was a
questionnaire that was distributed to the people. The survey was based on theoretical objectives
and customer purchase decision models to get a deeper understanding of regarding financial
institutions. To get a deeper understanding, this questionnaire will use all of the theories
previously mentioned discussed, which were TAM, GMT, and TRA. All of this is used to get
the idea of why people prefer one channel over another and what people are expecting from
different channels. The study in two languages, which were Estonian and Russian, and it was
distributed in an online questionnaire.

3.1. Research methodology
The study has been conducted using Google Form as a research tool. The questionnaire
questions are rather trivial, direct, and use recognizable vocabulary to get a clear understanding
of the customers. The questionnaire is designed in a shared workspace, where many polls are
done. Therefore there should not be a learning curve to new technologies for people (Manfreda,
Batagelj, & Vehova, 2002). Also, it has been taken into account the attention span of a person
when answering the survey. Therefore it is not too long. It should assure that the respondents
do not misinterpret the questions and are motivated to answer all of the issues. (Revilla, 2017)

Structure of the questionnaire is based on TAM, where the author also accepts the theory
limitations. The framework is divided into four sections to let the respondent focus on one topic
at a time, which should make them less anxious and more willing to answer all of the questions.
Accordance with Manfreda et al. the subjects and wording was designed to conduct this
research. The online questionnaire is divided into the following topics:
1. Greeting. This section gives the respondent an introduction to this survey, and why is
it research conducted. There is also information regarding the average time limit, how
much the answering should take so the respondents could see that the attention span for
explaining this, should not be too long. The last part of the section shows gratitude
toward the respondents and gives out email address if there is any question regarding
the questions.
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2. General and simple questions. The second section of the study is going to give an
overview of the respondents digital usage of the financial sector. There are a majority
of the financial sector products brought out and asked, what is the preferred form of
contact for them. It indicates whether the customer preferred digital services or
traditional physical services.
3. Focused questions. In the concentrated part, the respondents give more insight towards
the usefulness and experience toward digital and physical branches. The respondents
will indicate what the positive and negative feelings towards these forms of contacts
are.
4. Demographic question. The last stage, the questionnaire will understand the County
they live in, the age, sex, and education level. There was not included wage since the
respondents might not respond honestly and feel undermined.

3.2. Data collection
The questionnaire takes into account age, gender, education to profile the buyer persona and
get a deeper understanding of who they are. The study was conducted in Estonia, which means
that majority of the respondents have Estonian bank. Therefore it might not include foreign
banks, which may limit the research in some sort. The questionnaire for the quantitative study
was gathered through Google Form, which was distributed through targeted Facebook
advertisements. The ads were targeted throughout Estonia to a specific County or region. It is
also important to mention that the questionnaire was distributed in Estonian and Russian to get
a more profound insight.

The scope of this thesis cannot enable a full in-depth understanding of consumers expectations
since then the questionnaire is quantitative, not qualitative. Therefore the sample size to use
this will represent the Estonian demographical population. That is the reason, why the survey
was also translated to Russian, to not exclude anyone due to language barriers.
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4. Findings
The fourth chapter focuses on the findings of the research, and the primary data what is
presented was collected through an online questionnaire. The data collection took place from
26th April to 05th May. The survey was shared on different social media platforms, such as
Twitter, Facebook, and LinkedIn. It is important to mention also that the questionnaire had four
different ads on Facebook, and it was also shared in various Facebook groups.

4.1. Sample characteristics
The study consists of 265 individuals who are segmented through age, gender, and education.
The sample was collected through convenience sampling and then summarised in the form of
table 1.1. The surveys were distributed digitally through Google Form in Estonian and Russian
language. Out of the 265 respondents, there is no exclusion since all of them reasonable
respondent to fulfill the full model.

Table 1. Overview of respondents for questionnaire
Characteristics

Gender, n=265

Age, n=265

Female

Proportion in

respondents

percent (%)
179

64%

Male

95

36%

Under 20

15

6%

20-29

123

46%

30-39

46

17%

40-49

33

12%

50-59

32

12%

60-69

13

5%

3

1%

Primary school

13

5%

High school

68

26%

Vocational school

47

18%

Higher education

137

52%

70 and older
Education n=265

Number of

Source: Questionnaire made by the author
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This questionnaire was distributed amongst people of different aged, sex, education, and region
groups all over Estonia to get a better sampling quality of respondents. According to Prensky
(2001), there are 30% who could be considered as “digital immigrants,” which means that they
are the most fearful towards digital technology. 70% of the respondents are “digital natives”
since they are the ones who were born after the 1980s. The last ones are people, who were
exposed to technology in their early stages, and according to Prensky (2001), they are more
willing to use digital technology. However, keep in mind that digital immigrants and digital
natives are divided into different segments, which means there could be disparity inside the
group.

The respondents consisted of 64% of females and 36% of male. The age of respondents was
between 20-29 (46%), followed by 30-39 (17%), 40-49 and 50-59 shared the same portion,
which was 12% and the same was with respondents aged under 20, and 60-69 (6%) and the 1%
was 70 and older. In terms of education most of the respondents have finished higher education
(52%), and it was followed high school (26%), vocational school (18%) and primary school
(5%). 90% of the respondents answered the questionnaire in Estonian, while 10% answered it
in Russian, which gives a good model of the Estonian demographics.
40%

37%

35%
28%

30%
25%
20%

16%
13%

15%
10%

6%

5%
0%
Internet bank

Bank office

Mobile bank

Other (ATM, phone
call, e-mail)

Video meeting

Figure 8.1. The extent of the preference contact form of financial institution. 100% n=265
Source: Questionnaire made by the author
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It is vital to understand that most of the respondents from the questionnaire would prefer that
the financial institution would contact them through online, rather than physical meet up in the
branch. People are accepting the online form of communication from the financial institutions
since they trust that bank security is reliant and trustworthy. So, the main touch points where
customers would like to contact the bank is through internet bank (37%) or bank office (28%).
45%
40%

39%
35%

35%
30%
25%
20%

20%
15%
10%
5%

3%

3%

Video meeting

Other (ATM, phone,
email)

0%
Internet bank

Mobile phone

Bank office

Figure 8.2. The extent of using different banking activities 100% n=265
Source: Questionnaire made by the author

The respondents were asked, where they would prefer to pay the bills, check account balance,
open a new account, do bank transfers, start and read about investing, insurance, loans and get
more information about pensions. Majority of the people answered internet bank, and mobile
phones and several people chose over bank office visits.
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Questions about bank products or services

15%

Pension related topics

6%

17%

Loans and morgages

23%
5%

Investements

7%

15%

15%

9%

9%

10%

20%

Video meeting

12%
11%

14%

40%

Internet bank

2%
13%

2%
0%

30%

12%

0%

16%

11%

12%

27%

Paying bills 0%

17%

13%

7%

Looking account balance 0%

Mobile bank

6%

21%

Opening new account

Bank office

22%

7%

Transferring money 1%

0%

11%

4%

12%

35%

23%

24%

Insurance

10%

6%

14%

50%

60%

70%

1%
7%
4%

80%

90% 100%

Other (ATM, phone call, e-mail)

Figure 8.3. The extent of the preference contact form for different products. 100% n=265
Source: Questionnaire made by the author
Generally looking at the respondents, then most of the people prefer to look up an account
balance, transfer the money and pay the bills with the mobile device, though the close second
is to use internet bank. This chart indicates directly what are the products and services what
people are willing to do online and what shall remain in the bank office. One of the most
striking products is loans and mortgages, where 24% of the respondents would like to do it in
a bank office, while there is a clear trend of video meeting coming a close second.

30

40%

38%

35%
30%

28%

25%
20%
15%

14%

15%
10%
5%

5%
0%
Do not trust at all

Rather not trust

Rather trust

Trust completely

Can not say

Figure 8.4. The extent of trust towards internet bank 100% n=265
Source: Questionnaire made by the author

Though it should be mentioned that out of the respondents, five people do not seek trust towards
the internet bank. It should be mentioned that 3 out of 5 people would like to meet in the branch
office as well, which means that they do not accept internet form of communication at all.

Trust completely

5%

Rather trust

28%

Rather not trust

38%

Do not trust at all

15%

Can not say

14%
0%

5%

10%

15%

20%

25%

30%

35%

40%

Figure 8.5. The extent of trust towards financial institutions toward the bank, what is only
online 100% n=265
Source: Questionnaire made by the author
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According to Doney and Cannon (1997), there is perceived credibility towards the seller or the
salesperson. Therefore, they shall be “the merit of trust” shall be at the base. With financial
institutions who are not operating physically, it is more difficult to create trust within the
“seller” and end user. If the financial institutions would only work online, then the people
would not trust the institute as much, if they had an office. From the responses it is to see that
53% of people would not trust a financial institute what would only operate online, 33% of the
respondents would believe it, and 14% do not know how whether they would accept it or not.
From the responses, it is seen that the physical branches shall remain since the people mainly
trust bank employees if they are in the office.
120%

100%

80%

60%
97%
40%

78%

76%

20%
24%

22%

3%
0%
Bank office

Phone
Yes

Computer screen

No

Figure 8.6. The extent of trust in different channels 100% n=265
Source: Questionnaire made by the author

There is a clear indication from the chart that people would trust bank employees if they are in
the physical bank office, rather than behind a computer screen or phone. Though it must be
mentioned that the people who do not trust online and digital conversations are instead older
people (see on figure 8.6.).
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Digital revolution has been trending in traditional banking, and the financial institutions shall
see the opportunities and new ways to be more trustworthy and closer to their customers than
ever before. Going all digital and not maintaining physical branches now is not acceptable for
the customers of today since they are not yet ready for this shift to happen though there is a
clear potential in the upcoming years to educate the customer even more and make it more
user-friendly.
70%
60%
50%
40%
30%

58%

20%

38%
29%

10%
5%11%

2% 9%

28%
0%11%

39%
26%

1%11%11%

1%

15%

6%

0%
Less than one 1 to 3 times
time
Visit bank office

3 to 8 times 8 to 12 times Over 12 times I have never
used it
Use mobile bank

Use Internet bank

Figure 8.7. The extent of service usage for one month 100% n=265
Source: Questionnaire made by the author

People tend to visit mobile bank application and internet bank more than a branch office. There
is seen that 64% of the respondent use mobile apps over eight times, which means that they
check their institutional financial application every 3 to 4 days. At the same time, 65% of people
use branch office less than three times, which means that some people might only appear in the
branch one or fewer times per month. Therefore, it could be easily noticed that several people
from the respondents do not use branch office at all, and they do all of their financial
transactions online.
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90%
80%

77%
67%

70%
60%

53%

50%
40%
30%
20%
9%

10%

5%

0%
Waiting time

Opening time

Uncomfortable
loation

Everything is
alright

Quality of the
service

Figure 8.8. Main disadvantages regarding branches 100% n=265
Source: Questionnaire made by the author

There are positive and negative sides for physical branches and negative sides. The survey
mainly focused on the negatives, to understand whether digital solutions could solve it. The
primary outcome of the survey was that 77% of people do not enjoy waiting for lines in the
offices. Also, 67% of respondents did not enjoy the opening time of the bank as well. 52% of
respondents considered the location to be a negative side of the branch though it is vital to
understand that 9% of people saw no negative sides on the physical branches
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.

I can not do everything online

54%

Technical problems

42%

No help from bank employee

22%

Issue with security

20%

Answering takes too long

19%

There is nothing missing

16%

There is no access to the internet

16%

It is hard to use the internet bank

7%

Unreliable

3%
0%

10%

20%

30%

40%

50%

60%

Figure 8.8. Main disadvantages regarding digital solutions 100% n=265
Source: Questionnaire made by the author
It is also essential to understand what people do not like digital solutions and what is missing
from their side. The main problem for the respondents is that they can not do everything online
(54%). The second problem regarding digital problems is that there are technical problems
(42%), which could be solved if there is a bank employee next to them. 22% of the respondents
find discomfort regarding that there is no help from the employee though there is only 3% of
the whole respondents, who think that online solutions are unreliable or hard to use, which
means that that the companies should focus on educating people or digitalizing everything,
which would remove the primary concern.
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4.2. Discussion
The study found out that there is a clear correlation in regarding trust and banking activities in
digital channels. There was also a clear preference regarding products and services, what the
respondents preferred. Therefore it would be inevitable that if physical offices were closed
down, the respondents would choose another financial institute to do that transaction or take
upon a loan. It could be changed if the people would be introduced to online opportunities,
where there would consider a possibility for the help of the bank employee.

The financial habits and expectations are different towards banking in every age group, and
therefore, the financial institutions have a vital role in this environment. Banks should have a
business interest to teach people to use personal computers or smartphones. Though there is
not such a clear correlation with generation marketing theory, it could be due to insufficient
sampling size, or there was no correlation regarding the generational divide.

There were several limitations regarding this study. First of them was related to the exclusion
of people who did not use online and digital platforms, which excluded almost 10% of the
Estonian population. It is a disturbing factor size these people would still like to access online
banking, and most of the sample size what is done currently do not include them inside the
sample.

This study used an online questionnaire, which means that the sampling method was
convenience sampling, which only included the people who saw the advertisements on social
media. The reach of the advertisement was 8613 people, which is not sufficient enough to say
that everybody had an opportunity to see the questionnaire.

Regarding future research, the questionnaire could be conducted in a more broad audience,
therefore using the paper form as well. The paper form could be distributed to elderly homes
and to places where internet access is not available. Also, the questionnaire could be translated
into more languages to get a better understanding of the demographic. Also related with the
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sampling size, there could be extensive qualitative research done in different age groups to get
a better understanding why people are acting the way they are and if there is something more
to the bank channel usage than trust and ease of use.
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CONCLUSION
In this increasing marketplace, it can be easy not to spot the new trend and therefore lose the
competitive advantage what the company previously had. Due to new regulations and
increasing demand for banking services, the competition will rise. Therefore, this thesis aimed
to find out what are the primary services and products that people are willing to get online,
what is the technology acceptance in the digital banking and what should remain in the physical
branch.

According to the technology acceptance model, what was created by Fishbein and Ajzen
(1980), the social norms are vital whether the people use online banking, mobile banking, or
any other new technological products. If social norms do not support new technologies, then
the companies should not invest time and money towards it, because they would not use it. It
is understandable that social norms this day is that physical branches should remain since it
builds trust towards the financial institute. It was the fundamental essence of understanding
what the motivation and social norm for the customer is.

This study set up three research questions, what showed what products and services people are
willing to purchase from online and whether the physical branches should remain. Out of the
questionnaire, there was a clear indication that some products are preferred more to use via
digital channels, such as insurance, bank transfers, and checking the account balance. However,
some shall remain in the physical environment, such as loans and topics related to a pension.
The financial habits and expectations are different towards banking in every age group, and
therefore, the financial institutions have a vital role in this environment. They have a business
interest to teach people to use personal computers or smartphones.

Proposals for financial institutions is to educate their customers on different products and
services. Digital innovation is necessary for these products, and people are willing to buy or
use these products or services if they are there. Consumers are already using the internet bank
or mobile bank to do different things related to their financials, but some things are still there
as a “tradition.” For financial institutes, it is vital to understand the practical importance of a
branch since it is strongly related to trust and social norm.
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It is possible to tackle the problems what the respondents said, but the management must
understand it. If every product and service is available online, then it would increase the usage
of digital solution within the financial sector. Also, if there would be an online assistant, like
SEB video meeting has, then people would use more of the digital services. Therefore, the
problem must be tackled from the top and understood through qualitative research why people
are doing what they are doing.

To further understand consumer behavioural shift in the digital world, then there could be
conducted a qualitative study to understand the topic more in-depth. To seek what is the right
motivation and belief regarding different products and services and why people are not signing
them online. Also, regarding this research, there could be done more extensive research
regarding the respondent’s number, to improve the model even further than it is.
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APPENDICES
Appendix 1. The questionnaire
Question

Scale

Options

How often do you use these I do not use it

Visting the bank office

products within one month?

Less than once a month

Using

1 to 3 times

application

3 to 8 times

Visiting

8 to 12 times

through personal computer

bank

internet

mobile

bank

Over 12 times
Where would you prefer to do Paying bills

Bank office

these next actions in?

Checking bank statements

Mobile bank application

Opening a new account

Internet bank through the

Bank transfers

personal computer

Investments

Video meeting

Insurance

Other

Loans

phone)

(ATM;

e-mail,

Questions related to pension
Questions

about

bank

products or services
Do you trust banks who do not Trust completely
have physical bank offices and Rather trust
only operate

through

the Rather not trust

internet?

Do not trust at all
Can not say

Do you trust the safety and Trust completely
secureness of internet bank?

Rather trust
Rather not trust
Do not trust at all
Can not say

Would you trust the bank Yes

Bank office

employee if the conversation No

Through phone

would happen in

Through computer screen
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What are missing from the Internet

bank

is

overall

internet bank (you can count difficult
more than one)?

Technological problems
There is no help of any bank
employees
Security reasons
Limited access (can not do all
the bank activities)
There is no personalization
There is a long waiting time
for getting the answer
Unreliable
Access to the internet
There is nothing missing

What are missing from the Waiting line
physical branch (you can Uncomfortable location
count more than one)?

Quality of the service
Opening time
There is nothing missing

What encourages you to use Access of the internet
more banking products online

I do not have to talk with the
bank employee
Safety
Free transactions through the
internet
I do not have to leave the
house
I can do everything by myself
Fastness
Access from everywhere

Gender

Male
Female

Age

Under 20

49

20-29
30-39
40-49
50-59
60-69
70 and older
Your education

Primary school
High school
Vocational school
Higher education

What County do you live in

Harju County
Hiiu County
Ida-Viru County
Jõgeva County
Järva County
Lääne County
Lääne-Viru County
Põlva County
Pärnu County
Rapla County
Saare County
Tartu County
Valga County
Viljandi County
Võru County
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Appendix 2. The Online Questionnaire in Estonian and Russian
The online questionnaire was distributed through Google Form and according to the
methodological guide for writing research papers in Tallinn University of Technology. Russian
inquiry is in the following link: https://forms.gle/iyjdwMTkFxLDsbdD9 and Estonian is
available from here: https://forms.gle/uZrJvRnLQyibrTA7A

Appendix 3. Facebook advertisements
Advertisements what run on Facebook. There was a total of 4 advertisements and using A/B
testing Facebook could show what the best message and visual to use is.
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