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An Analysis of the Impact of Internet Banking Systems on the
Business Performance of Bank*

Seonyoung Shim**

B Abstract &

This study investigates the impact of Internet Banking Systems on the business performance of bank. Although
Internet Banking Systems were introduced about 15 years ago in Korea, there were few studies which evidenced the
relationship between Internet Banking Systems and the performance of banks. For this empirical investigation, this
study collected the panel data of 13 domestic banks over 8.5 years and divided the dataset into two parts-the first
half period (2003~2007) and the second half period (2008~2011) in order to examine the dynamic changes in the
impact of Internet Banking Systems. The fixed-effects panel regression results were different in the two parts of dataset.
Internet Banking Systems showed only cost-efficiency impact in the first half period. However, in the second half period,
Internet Banking Systems showed positive impact on the bank profitability. Moreover, the dummy variable regarding
local bank showed no additional impact on this result, implying that the impact of Internet Banking Systems was still
significant for the local banks. The results will deliver managerial interpretation on the value of Internet Banking Systems
and additional implication on the strategic planning of Internet Banking Systems for many domestic banks.

Keyword : Online Banking Systems, Internet Banking Systems, IT Investment, Business
Performance, Bank Profitability
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