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Abstract

Background: In the advent of the fourth industrial revolution, Internet-only/digital-only banks are offering alternative approaches to facilitating online transactions and banking in the absence of physical branches. As a result, traditional, offline banks may possibly experience increased pressure in growing and retaining their customer base.

Objectives: The objective of this study is to understand the fundamental differences between traditional and digital-only banks’ business models and digital user experience strategies from a consumer services perspective. As a result, in this research, we established to what extent traditional South African banks have embraced service digitalisation and compared this to the services offered by South Africa’s first digital-only bank (launched in early 2019).

Method: By means of convenience sampling, we selected the five biggest traditional banks and the first digital-only bank in South Africa (as recorded at the start of July 2019) and conducted a comparative analysis of the core digital services that were offered to consumers.

Results: Overall, mobile-optimised services were identified as a key digital business strategy, thereby highlighting the importance of a mobile-first approach not only to traditional and digital-only banking services strategies but also to digital business model formulation in general.

Conclusion: While the overall South African banking landscape and banking user experience may be moving towards digital-first and mobile-first, the need for access to banking technology and services 7 days a week necessitate not only mobile-first, but accessible-foremost (i.e. access to infrastructure that facilitates access to online banking technologies, both remotely and on premise) banking business models.
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Introduction and literature review

With the growth and increased adoption of the Internet and online technologies over the past few decades, many opportunities for business digitalisation and new digital business model formulation have arisen (Louw & Nieuwenhuizen 2019). As a result, businesses worldwide are being reinvented and reconfigured with the advent of the Fourth Industrial Revolution (4IR), with banks being no exception to the rule.

Banking consumer services (i.e. services that are delivered to consumers through digital channels such as websites, Internet banking portals and smartphone applications [apps]) in particular are becoming increasingly more reliant on technology. There is a chance that banks may miss out on the value benefits as offered by traditional human (in-person) connects, facilitated by the traditional business models that necessitate customers visiting a bank branch (Kulkarni & Dambe 2019). Moreover, the unique characteristics of digital services imply that there exist different consumer evaluation processes from those used when assessing tangible goods (Hill 1986).

As such, organisations are realising that the intangible aspects of a relationship that are facilitated through digital channels and services are not easily duplicated by competition, thus providing a sustainable competitive advantage (Roberts, Varki & Brodie 2003). When focussing on banking consumer services in particular, value outcomes (tangible as well as ones perceived by consumers) become key pillars upon which the business subsequently stands (Kulkarni & Dambe 2019). A business model that caters to diverse human characteristics and values (through digital channels) becomes a key factor for consideration during the digitalisation process of a bank’s consumer services (Kulkarni & Dambe 2019).

Based on this observation, it is arguable that digital technologies are fundamentally changing the global banking industry by blurring the traditional lines that define product, market and customer base (Pyun, Scruggs & Nam 2002), thereby liberating and harmonising financial systems on a global scale (Mercieca, Schaeck & Wolfe 2007). As a result, when setting banks against a background of far-reaching structural change and technological enhancement, their responses to the changing competitive environment most often include seeking out diversification, vertical product differentiation and consolidation (Goddard et al. 2007).

In certain instances, however, new technologies and services may threaten replacing traditional banks in their entirety. Internet- or digital-only banks offer alternative approaches to online transacting and banking by making services available exclusively through online channels (websites) or by means of smartphone apps, thereby challenging traditional banking business models by eliminating the need to establish and maintain physical bank branches. Technology has fundamentally altered the creation, delivery, reception and utilisation of these financial products (Pyun et al. 2002), with convenience and economic efficiency already having had positive effects on consumers’ adoption intention and continuance intention of international digital-only banks (Lee & Kim 2020).

In response to this, and with the advent of the 4IR, traditional (offline) banks may arguably experience increased pressure in growing and retaining their customer base while also addressing the heterogeneity expected by customers by means of digitalisation of consumer services (Pallant, Sands & Karpen 2020). As a result, the continuous adoption of innovative offline, online and mobile value-added services is core to ensuring customer satisfaction, retention and arguably business continuity (Goddard et al. 2007).

With the rapid pace of technological evolution, making the correct choice of digital platforms and tools to implement becomes critical to ensuring widespread user adoption, acceptance and overall success (Louw & Nieuwenhuizen 2019). There is, however, an inherent risk (most notably from a cyber and information security perspective) when adopting new technologies or tools. As first and fast movers accept and manage this risk, more pressure may be placed on competitors to follow suit (Roberts et al. 2003). As more key industry stakeholders begin to adopt similar technology-first initiatives, trends may arise, thereby ultimately defining customer expectation.

Despite the aforementioned perceived risks, digital-only banks challenge the status quo in the traditional banking industry through launching new and more affordable products into the market because of lower running costs achieved by outsourcing operational premises to affiliates (such as supermarkets) with existing infrastructure and a wide reach (Business Tech 2019a; Kulkarni & Dambe 2019). By leveraging the opportunities of outsourcing major infrastructure in this way, the provision of bank accounts that require very little to no monthly maintenance fees is, in turn, possible. The growth of these unexpected players emerging in the financial services industry has subsequently created a ‘marketplace without boundaries’ (Camarante & Brinckmann 2017). This implies that non-traditional players are increasingly exploring new opportunities, enabling them to challenge incumbents and continually changing the state of financial services in South Africa (Camarante & Brinckmann 2017).

It is thus arguable that traditional banking business models (that predominantly require clients to visit a physical branch) as whole are being challenged; however, because of the very recent (in 2019) introduction of the digital-only banking concept in South Africa, very little to no research literature is available on the topic from a South African perspective.

To address this shortcoming in existing South African research literature, we survey the South African banking landscape and analyse the trends in digital consumer services on offer from a selection of traditional, offline banks. We subsequently compare our findings with the services offered by the first South African digital-only bank launched in 2019, noting the expectations of consumers and the differences in business models from a consumer services perspective (i.e. services that are delivered to consumers through digital channels such as websites, Internet banking portals, smartphone applications, mobile banking and also services that facilitate process digitisation such as point of sale [POS] devices that may be used to process digital payments) across both types of banks.

This research is novel in its kind as the concept of a digital-only bank in South Africa is still a very recent introduction (launched in 2019). The value of the research stems from the fact that early trend analysis and identification in a South African context, supported by technological advancement, is sure to liberate the digital banking landscape to a further extent, thereby providing guidance and supporting the development of further digital-only banking services and initiatives not only within South Africa (by analysing trends and encouraging further development), but possibly also on a global scale. This may further advance and contribute to the theory on digital business model formulation from a South African perspective.

These observations subsequently support the formulation of our research aim (RA), which was to determine if there were similarities between traditional and digital-only South African banks’ digitalisation efforts from a consumer services perspective. This includes services that are delivered to consumers through digital channels such as websites, Internet banking portals, smartphone applications, mobile banking and also services that facilitate process digitisation such as POS devices (terminals that may be used to process digital payments).

To address our RA, we identified two research questions (RQs):


	Research question 1 (RQ1) – Which digital consumer services are offered by traditional South African banks?

	Research question 2 (RQ2) – Which digital consumer services are offered by digital-only South African banks?



The rest of the article is organised as follows: We begin with a discussion on the chosen research method and design, followed by a presentation of research results. This is followed by an interpretive discussion section, while the conclusion is found in the last section.

An overview of the chosen research method and design follows next.

Research method and design

Per analysis of the South African banking industry, it was noted that in February 2019, South Africa recorded 19 registered banks, four mutual banks, four co-operative banks, 15 local branches of foreign banks and 30 foreign banks with approved local representative offices (South African Reserve Bank Prudential Authority 2019). Although there is a strong representation of both locally and internationally owned traditional banks, 2019 saw the country’s first fully licensed digital-only bank launched into the market in February (Business Tech 2019a).

By analysing the total population of traditional banks in South Africa, a non-probability sampling method was chosen to select a sample of five traditional banks and one digital-only bank that were operational in February 2019. By means of convenience sampling, the five biggest ‘traditional’ banks in South Africa (hereafter collectively referred to as ‘traditional banks’) were subsequently chosen in February 2019 (Business Tech 2019b), as well as the first digital-only bank in South Africa. Although some of the chosen traditional banks that form part of the sample may be foreign-owned, the focus of this study was on including the banks that are favoured by a majority of South African consumers, regardless of the bank’s origin and/or ownership.

Through further qualitative analysis and individual inspection of secondary data, a combination of online and offline sources (including research databases, publications, printed material, bank websites, online resources, digital publications and smartphone application-hosting platforms) were consulted on a first-hand basis to identify the digital consumer services offered by each bank. Data and results obtained for each bank were tabulated, commonalities and differences were identified and the results were consolidated into a single table. From a reliability and validity perspective, it was confirmed that the selected banks and services were still operational and delivered at the end of the second quarter of 2019 (i.e. end of June 2019), thereby justifying their inclusion in the sample.

By means of a comparative analysis, similarities (resulting in trends) and differences (identifying possible opportunities) in digital consumer services offerings were identified, noted and summarised by comparing the traditional banks with each other and also by comparing the traditional banks with the digital-only bank. As a result, the findings from the analysis from the comparative analysis of both traditional banks with traditional banks, and traditional banks with the digital-only bank, were tabulated separately. The presentation and discussion of these results follows in more detail next.

Ethical consideration

This article followed all ethical standards for research without direct contact with human or animal subjects.

Results

As traditional banks have been around longer than digital-only banks, the analysis of digital services offered to consumers by traditional banks is discussed firstly.

As web banking technologies are certainly crucial to banks to be found in the digital age, it is imperative to have a web presence (Louw & Nieuwenhuizen 2020). South African banks have subsequently ensured that they are visible online, with all five banks (100%) having implemented a website.

With a great variety of different Internet-enabled devices being capable of accessing websites, ensuring that bank websites are optimised for accessibility on any device becomes important (Louw 2017). As such, all five banks have opted for a responsive website design that allows their particular website to adjust to the width of the screen of the device it is being viewed on. This makes it easier to find important information, regardless of whether the website is viewed on a smartphone, tablet or computer screen. Optimising a website’s layout to be responsive to the device it is being viewed on can be performed automatically (four out of five banks) or manually (one out of five banks) by the end user (depending on the device they have chosen to view the website on) through selection of on-screen options.

Once a user can find a bank’s website, they may also be inclined to conduct their actual banking online. The demand for this is reflected by Internet banking services being offered by all five banks (100%).

When moving away from web technologies and focussing on mobile and smartphone technologies, banking smartphone applications (apps) for Android and iOS devices are provided by all five banks (100%). Additionally, three out of five banks provide an app for Windows Phone devices, although three out of five banks also provide an app for BlackBerry devices. At a bare minimum, a smartphone app that is supported by at least two major platforms, most notably Android and iOS, is provided by each bank.

All five banks (100%) also offer their smartphone app as a zero-rated data app which means that no data usage costs will be incurred (as agreed upon by Internet service providers and mobile network providers) for end users when making use of the app to conduct their banking (Futter & Gillwald 2015). This is arguably a major benefit of making use of smartphone apps in an environment where broadband data are still relatively expensive (Geerdts et al. 2016), and this offers further incentive for banks to adopt a mobile-first strategy.

To make use of any of these smartphone apps, however, end users would need to be in possession of a supported smartphone. As smartphones are typically more expensive than feature phones (especially in developing economies such as South Africa) and in certain cases may also be perceived as being more complicated to use (thereby defining an undesirable user experience, i.e. the overall experience of a person using a product and determining how easy or pleasing it is to use) than feature phones, users may choose to not be in possession of a smartphone (Louw & Von Solms 2018; Louw 2017; User Experience n.d.). This choice thereby excludes these users from making use of the smartphone app features on offer. Fortunately, however, mobile banking via unstructured supplementary service data (USSD) has been adopted by all five banks (100%). This makes mobile banking possible to those who do not possess a smartphone (and subsequently cannot download a mobile app onto their device), but are in possession of a more basic mobile or feature phone instead (which allows them to access banking services through dialling dedicated mobile banking numbers by means of their device’s keypad and interacting with on-screen prompts). This ensures that a wide spectrum of users may benefit from the conveniences offered by South African banks through a mobile phone.

When exploring further opportunities that smartphones have to offer in a traditional South African banking context, POS technologies become of particular interest. A mobile POS system that can connect to a supported smartphone may further open up a world of small business prospects for entrepreneurs. This may not only assist with digitising informal trading, but also enhance an emerging economy by embracing a safer, cashless society. As it currently stands, however, only three out of the five banks (60%) have this service available. Fortunately, for larger organisations, all banks (100%) offer a standard POS system that they may make use of to process payments.

Overall, mobile- or smartphone-first banking does seem to be a strongly pursued component of the digital transformation trend in South African banks. This is evident from Table 1, where seven digitalisation items are identified, six of which are either directly or indirectly optimised for usage with a smartphone. These include a responsive website and Internet banking, a smartphone app, USSD banking, zero-rated smartphone apps and a smartphone-powered POS device.
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From the discussion and data presented in Table 1, three major categories of technologies can be identified including:


	web banking technologies (website, Internet banking)

	smartphone banking technologies (smartphone applications, mobile or USSD banking, zero-rated data)

	point of sale banking technologies (smartphone POS and standard POS).



Moreover, from these three major categories that were identified, that is, web banking technologies (website, Internet banking), smartphone banking technologies (smartphone applications, zero-rated data, mobile or USSD banking) and POS banking technologies (smartphone POS and POS), a smartphone-related element or optimisation is present in each. This is summarised in Table 2.
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Although not all banks offer all of the listed products and some may only offer a subset thereof, an undeniable mobile-first trend can be identified in each bank’s case. This is further exasperated by the ‘#datafree’ movement that allows certain apps, including banking apps, to be listed as zero-rated (i.e. not incurring data usage and download costs when transacting on the app to make mobile banking more affordable and accessible to all) on most major local network providers (Futter & Gillwald 2015).

As smartphones are typically more expensive than feature phones and in certain cases may be perceived as being more complicated to use than feature phones (Louw 2017), users may choose to not be in possession of a smartphone. As such, banking through USSD ensures that users with more basic feature phones are also able to benefit from the conveniences offered by the mobile-first banking movement. As previously recorded in other industries, this suggests that local market circumstances – such as Internet penetration and mimicking behaviour – play a major role (Bleyen & Van Hove 2007).

This observation is specifically applicable in the South African banking context with all (100%) banks having chosen to support Android and iOS smartphone apps – the two most popular smartphone operating systems (OSs) not only in South Africa and Africa, but also in the world (Statcounter Global Stats 2019). This is an important aspect to take into account when possibly considering expansion into further markets. Mobile-first, localised banking services will arguably thus play an increasingly important role in the consumer banking industry going forward and form an integral part of any bank’s overall customer experience.

With a thorough understanding of traditional banks’ digital services on offer, we now revisit RQ1 (which digital consumer services are offered by traditional South African banks?) by stating that traditional banks have embraced digital service technologies specifically from a consumer services perspective by delivering a selection of web banking technologies, smartphone banking technologies and POS banking technologies. The majority of these services have notably also been optimised for use with mobile and smartphone devices.

The digital-only bank’s consumer services are subsequently summarised in Table 3.
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With a better understanding of the digital-only bank’s digital services on offer, we now revisit RQ2 (which digital consumer services are offered by digital-only South African banks?) by stating that the first digital-only bank has embraced digital service technologies specifically from a consumer services perspective by delivering predominantly web banking technologies and smartphone banking technologies.

As a result, we now address the RA (to determine if there were similarities between traditional and digital-only South African banks’ digitalisation efforts from a consumer services perspective) by noting that in both cases, web banking technologies and smartphone banking technologies are not only a similarity, but also a priority. Both of these approaches arguably facilitate banking anytime, anywhere. This, in turn, highlights the elements of convenience and economic efficiency that have been found to have positive effects on consumer’s adoption intention and continuance intention of digital services (Lee & Kim 2020) to hold true in a South African context too.

In the case of both the digit-only bank as well as the traditional banks in South Africa, the move to mobile applications to facilitate convenient consumer services delivery is thus undeniable. These results certainly highlight the early trends, arguably also defining minimum requirements for further market liberalisation and possible new market entrants. A discussion on these and other business implications follows in more detail next.

Discussion

Key findings from this research indicate that at the end of the second quarter of 2019, all participating traditional banks offered users access to the bank’s website (responsive design), Internet banking services (via the aforementioned website), access to (at least) an Android and iOS smartphone app, local, zero-rated data rights for these smartphone banking apps, mobile banking via USSD options and POS systems.

A similar approach has been followed by South Africa’s first digital-only bank with emphasis (early in the race) being on making access available to the bank’s website (responsive design), Internet banking services (via the aforementioned website), access to an Android smartphone app (possibly because of Android currently being the most popular OS worldwide [Statcounter Global Stats 2019]) and local, zero-rated data rights for this smartphone banking app.

By revisiting our RA (to determine if there were similarities between traditional and digital-only South African banks’ digitalisation efforts from a consumer services perspective), it is possible to note that in both the cases of the traditional banks and the digital-only bank, mobile-optimised services were identified as a key digital business strategy thereby highlighting the importance of a mobile-first approach to not only banking services, in particular, but also digital business model formulation in general. This can be seen as the primary, practical implication resulting from this study.

This research has arguably thus achieved what was originally aimed for, with the research findings arguably also supporting the earlier discussion which indicated that with the advent of the 4IR, traditional (offline) banks may arguably experience increased pressure in growing and retaining their customer base while also addressing the heterogeneity expected by customers by means of digitalisation of consumer services (Pallant et al. 2020). From a South African banking perspective, however, mobile-optimised services including a responsive website, Internet banking facilities and a smartphone application (for at least Android and iOS devices) are what consumers expect at a minimum.

Despite mobile-optimised services arguably playing a big role in not only digital banking, but also general digital business model formulation going forward, mobile-first initiatives may, however, be perceived differently by different generations of users as follows (Murphy 2018):


	Generation Z, or the digital age, are digital natives that usually prefer interactions through mobile.

	Generation X, or the optimist, are ready to learn how to use and interact through digital and mobile channels.

	Baby boomers, or pragmatists, are open to using digital channels and interacting through them to see if it is an improved experience.

	Senior users (older generations), often referred to as the digital doubters, prefer more traditional banking interactions (such as going to a physical branch), but will try digital for certain activities if it proves to be helpful and easy enough.



As such, banks that are pursuing major digital- and mobile-first transformations should ensure that the needs of the full spectrum of customers are taken into account and consider delivering level-appropriate training and awareness to not intimidate or overwhelm non-technical customers such as seniors or digital doubters (Louw 2017). Although digitalisation might not necessarily prove to be a perfect solution for all generations of customers (especially seniors or digital doubters), mobile- or smartphone-first banking does seem to be a strongly pursued component of the digital transformation trend in South African banks as a whole.

As mentioned previously, however, technology (such as smartphones, tablets and phablets) to access these services are typically more expensive and may be perceived as intimidating or overwhelming from a user experience perspective (Louw & Von Solms 2018; Louw 2017). Users who are not in possession of such devices may therefore be excluded from making use of digital banking features and services.

Dedicated access to infrastructure (such as a branch, technology devices, etc.) that allows access to digital banking facilities should thus not be completely disregarded in the move to digital. This has been acknowledged by a traditional South African bank that has experienced the most growth over the past 5 years – not only is it the youngest entrant to the market and offers fewer services than what its traditional bank competitors offer, but it also provides consumers access to selected dedicated branches 7 days a week as opposed to the 6 days a week that most competitors offer (bank number 2 in Table 1). Similarly, although the digital-only bank does not have any physical bank branches, access to digital banking technology infrastructure is available 7 days a week at selected affiliate supermarkets’ premises.

In both the cases of the new entrant traditional bank and the digital-only bank, fewer services are offered than those of some competitors (see bank 2 in Table 1 and bank D1 in Table 2), but prolonged hours of access to infrastructure that encourages the use of the respective banks’ banking services may (speculatively) be providing a competitive edge.

These findings are, however, limited to only a select few South African banks and may not be representative of the South African banking landscape in its entirety – a limitation of this research. Despite this limitation, our research findings arguably imply that mobile-first, localised banking services are playing an increasingly important role in digital consumer banking.

Furthermore, while the overall South African banking landscape may be moving towards digital- and mobile-first, the need for physical access to technology and services, whether because of circumstance (lack of funds or resources) or by choice (technology avoidance), may necessitate not only mobile-first, but also accessible-foremost banking business models (i.e. 7 days a week, on-premises access to infrastructure and support that facilitates access to online banking technologies).

Conclusion

With the advent of the 4IR, many industries, including the banking industry, consider pursuing digitalisation across their business models and services to remain relevant. Traditional South African banks have acknowledged this fact by offering consumers access to their bank’s website (responsive design), Internet banking services (via the aforementioned website), access to (at least) an Android and iOS smartphone app, local, zero-rated data rights for these smartphone banking apps, mobile banking via USSD options and POS systems.

South Africa’s first digital-only bank has followed suit and provided consumers access to the bank’s website (responsive design), Internet banking services (via the aforementioned website), access to an Android smartphone app and local, zero-rated data rights for users making use of this smartphone banking app.

Although digitalisation might not necessarily prove to be a perfect solution for certain generations of customers (often referred to as digital doubters), mobile- or smartphone-first banking does seem to be a strongly pursued component of the digital transformation trend in South African banks. This arguably implies that a mobile-first user experience design across all digital channels is key to remain relevant with the advent of the 4IR. Furthermore, while the overall South African banking landscape may be moving towards digital- and mobile-first, the need for physical access to technology and services, whether because of circumstance (lack of funds or resources) or by choice (technology avoidance), may necessitate not only digital- and mobile-first, but accessible-foremost banking business models (i.e. 7 days a week, on-premises access to infrastructure and support that facilitates access to online banking technologies).

Despite the research being limited to only a select few South African banks and not necessarily being representative of the South African banking landscape in its entirety, the value of the research stems from the fact that early trend analysis and identification is sure to liberate the digital banking landscape to a further extent, thereby supporting the development of more digital-only services and digital-related entrepreneurial initiatives on a broader scale. This research has contributed to understanding the trends in South African digital banking, specifically from a consumer services perspective.

Future work could include focussing on analysing the entire South African banking population (and not just a sample) to provide a more holistic view of trends and expectations across all traditional and digital-only banks that operate in the country. This may be followed by conducting similar studies for international banks, thereby offering an opportunity to identify global digital banking trends.
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TABLE 1: Digital consumer services of the biggest five South African banks as surveyed during the end of June 2019.
Bank number Web banl
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2 Yes (responsive)  Yes Android Yes Yes No Yes
i0s
Windows Phone
BlackBerry 10+

3 Yes (non-responsive) Yes Android Yes Yes No Yes
i0s
Windows Phone
Blackberry 10+

4 Yes (responsive)  Yes Android Yes Yes Yes Yes
ios
BlackBerry

5 Yes (responsive)  Yes Android Yes Yes Yes Yes
i0s

Adoption rate (%) 100 100 100 100 100 60 100
(across all 0Ss)

(Android, i0S: 5/5
occurrences = 100% adoption)

(BlackBerry: 3/5
occurrences = 60% adoption)

(Windows Phone: 3/5
occurrences = 60% adoption)

POS, point of sale; OSs; operating systems; USSD, unstructured supplementary service data.
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TABLE 2: South African banks mobils

first digital consumer services.

Category Classification Components Smartphone focussed or
optimised element present?
1 Web banking Website Yes

CEEEgED Internet banking
2 Smartphone Smartphone Yes
banking applications
technologies Zero-rated app

Mobile or USSD

banking
3 POS banking Smartphone point ~ Yes
technologies of sale
Point of sale

POS, point of sale; USSD, unstructured supplementary service data.
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TABLE 3: Digital consumer services of the first digital-only South African bank as surveyed during the end of June 2019.

tal-only bank Web banking technologies Smartphone banking technologies POS banking technologies
number Website Internet banking  Smartphone application (app) Zero-ratedapp  Mobile banking (USSD)  Smartphone POS  POS

D1 Yes (responsive)  Yes Android Yes No No No
Adoption Rate (%) 100 100 100 (Android) 100 0 0 0

POS, point of sale; USSD, unstructured supplementary service data.





OPS/CoverDesign.jpg
FAOSIS

South African Journal of
Information Management

http://www.sajim.coza

Digitalisation strategies in a South African
banking context: A consumer
services analysis

Candice Louw and Cecile Nieuwenhuizen

South African Journal of Information Management 22(1), a1153.
https://doi.org/10.4102/sajim.v22i1.1153






