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Abstract - The adoption of information technology (IT) enabled innovation has been researched in Western countries, yet 
the same understanding has often been overlooked in developing countries. This research aims to offer new insights into the 
adoption of IT by exploring and comparing the characteristics of internet and mobile banking in Australia and India, which 
led to improved IT enablement of banks in these two countries. We explore the use of institutional theory (DiMaggio and 
Powell 1983; Tolbert and Zucker, 1996) to explore if the same theory can be applied across a similar industry, i.e. banking in 
two socially different settings. The findings indicate that Tolbert and Zucker’s three staged Process of Institutionalization 
does apply to both Australian and Indian banking industry in terms of early adopters, followers and laggards. Though we 
also find that socio-economic impacts on society such as growing affluent populations and technology affordability appear to 
be non-conformists to the process. 
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I. INTRODUCTION 
 
The use and diffusion of technology can occur for a 
single product, suchas the personal computer, or for 
many innovations which spread across an industry, 
often changing the course of that industry. Yet early 
seminal theories such as the institutional theories 
offered by DiMaggio and Powell (1983) and Tolbert 
and Zucker (1996) did not provide empirical 
frameworks to test the hypothesis that innovations 
follow a certain characteristics(Currie & Swanson 
2009). There appear to be no published studies of the 
application of these theories (Weerakkody et al. 
2009), with only one study on the institutional theory 
applied to internet banking (Shi et al. 2007). 
However, this was an empirical study of bank 
customers’ motives rather than the industry’s motives 
for adoption. Further, Weerakkody et al. (2009) 
stated: ‘given the significance of institutional theory, 
it is surprising that there have been no reviews of 
meta-analytic articles published that profile its use’ 
(p. 355).  
 
II. LITERATURE REVIEW 
 
To understand the adoption of internet and mobile 
banking (IMB), the literature review covers 27 
countries and comprises the development, challenges 
and opportunities the internet has brought to users 
and providers. The literature has been sourced from 
1995, the beginning of IMB, to 2016 as more 
countries introduced IMB. Much of the literature 
emerged during the period 1997–2004 as this was the 
period in which IMB had the greatest impact and was 
a subject of debate for many academics. The IMB 
literature demonstrates that the driving forces behind 
the rapid transformation of banks were factors such as 
economic development(Komal & Rani 2012), 
maturing financial markets, deregulation and new 

product development (Lustsik 2003). During the 
initial period of IMB, banks were quick to adopt 
rapidly evolving electronic and telecommunication 
technology to deliver self-servicebanking to 
customers (Radhika &Mukund 2003; Chen &Chen 
2009; Khare et al.2012). The movement by 
consumers from traditional branch-based banking 
was a shift to electronic delivery channels such as 
IMB(Karjaluoto &Pento 2002;Vinh et al.2010). 
Banks had, in many instances,leveraged the internet  
to offer low-cost, high-value-added financial services 
(Jeevan 2000;Stamoulis 2000; Malhotra & Singh 
2010), despite the security and trust concerns which 
persisted (Zhao et al.2008; Zhou2011). Other banks 
introduced internet banking due to competitive 
pressures. While no literature offers an explanation 
for industry adoption, the lack of understanding 
increases when considering global adoption. In 
addition, considered to be a by-product of 
internetbanking, mobile phone banking had an 
unsuccessful history in developed nations, while 
developing nations experienced quite strongadoption 
of mobile phone banking services (Porteous 2006; 
Columbus 2012). The increased prevalence of mobile 
phones amongst consumers has indeed provided 
greater propensity for mobile banking service since 
its inception such that greater banking services are 
now being offered to the unbanked poor than ever 
before (Ghosh, 2012), providing greater economic 
benefits to poor communities. 
 
III. INDUSTRY-BASED INNOVATION 
DIFFUSION 
 
Central to this paper is the investigation of how an 
innovation diffuses across an industry. Institutional 
theory offers insights into how an innovation diffuses 
across an industry and how organisations display 
characteristics relative to their stage of the adoption 
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process (DiMaggio & Powell 1983).One of the few 
cited studies which apply Tolbert and Zuckers’ 
process of institutionalisation is by Cantero (2006), 
which explores adoption characteristics within an 
industry at a theoretical level, with minimal empirical 
testing, and hence overall the process of 
institutionalisation remains untested within an 
industry setting. Even as recently asNovember 2009, 
researchers found that institutional theory may have 
suffered from a lack of recently published empirical 
studies(Currie & Swanson 2009; Weerakkody et al. 
2009). Still, the theory presents an ideal method for 
exploring the adoption of innovation across an 
industry setting. The result of actions in conditions of 
uncertainty and based on the actions of others is the 
process of industry norms being adopted over time by 
all industry participants. 
This model of institutionalisation identifies three 
stages of diffusion and the adoption of a new form or 
practice among organisations within an industry.  
1. Habitualisationdescribes the forces such as 

technology, legislation or market demands which 
generate a new structural arrangement.  

2. Objectificationis the movement towards a more 
widespread and accepted industry position by an 
organisation.  

3. Sedimentationoccurs when the structures and 
processes of an organisation have been 
institutionalised across the whole industry.  

The literature review suggests the global adoption of 
IMB is driven either bythe industry (Yaun et al. 2010) 
or byconsumer motivations (Onar et al. 2010) and the 
topic remained an area of interest more than a decade 
later and has had a significant influence on the 
banking industry (Changsu 2004). 
 
Information-technology-enabled banking products 
include bank teller systems for account transfers, 
telephone-based banking, automated teller machines 
(ATM) and electronic funds transfer at point of sale 
(EFTPOS) (Yulia et al. 2009) and the latest, internet-
based banking(Thornton &White 2001; Khalfan & 
Alshawaf 2004; Gikandi &Bloor 2010). Consumers 
had been significantly affected by all these 
technologies (Lassar et al. 2005; Proenca & 
Rodrigues 2011), although the internet had the 
advantage of following earlier established 
technologies (Hitt & Frei 2002;Khalfan & Alshawaf 
2004). The impact of IT-based banking brought 
greater freedom through self-service (Calisir & 
Gumussoy 2008; Ozdemir & Trott 2008;AL-Hajri & 
Tainall 2011), and laid the platform for internet-based 
banking, bringing with it benefits to both banks and 
consumers (Kharaet al. 2012). 
 
IV. RESEARCH OBJECTIVES 
 
The objectives of the research were to understand 
how and why IMB was adopted in both developed 
and developing countries and to compare the two 

patterns. Internet banking literature has existed since 
1995 and has tended to focus on developed countries 
(Talukdar et al. 2002) despite there being major 
differences in product adoption in developed and 
developing countries (Chandrasekaran & Tellis 
2008).  
Research Questions: What are the patterns of 
information-technology-enabled innovation adoption 
in developed and developing countries? How do they 
differ and why? 
 
V. DATA COLLECTION 
 
The objective of the data collection exercise from 
both Australian and Indian banks was to ascertain the 
motivations and emotions of the executives involved 
in the development of IMB in Australia and 
India(Gibbert et al. 2008).In addition, relevant 
individual bank information such as annual reports 
and analysts’ reports were assessed to explore 
insights before the interviews. Both quantitative and 
qualitative data were initially collected as outlined in 
Table 1. 

Table1: Overview of Interviews 

 
VI. FINDING AND DISCUSSION 
 
Institutional Innovation: Context-specific 
Motivation 
Table 2 summarises the key observations of IMB 
adoption in Australia and India across Tolbert and 
Zucker’s three processes of institutionalisation. 
Please refer to Table 2. 
 
The findings suggest some similar characteristics for 
adoption of IMB in both developing and developed 
environments. In Australia three banks and in India 
one bank initially offered IMB followed by other 
banks that had motives different from those of the 
early adopters (Astley & Fombrum 1983; Scott 1987; 
Oliver 1988). These adopters were then followed by a 
large number of other banks, often under competitive 
pressure rather than from any defined strategy 
(Deephouse 1996; Hannan & Freeman 1977). At this 
stage, banks were found to mimic other banks 
(Galaskiewicz & Wasserman 1989), often in the guise 
of a strategic process (Deephouse 1996; Haunschild 
1997; Srikanti 1997; Fox-Wolgramm et al. 1998), 
leading to industry-wide conformity.  
Table 2: Institutional theory: view of IMB innovation, 
comparing Australia and India 
 
The findings suggest some similar characteristics for 
adoption of IMB in both developing and developed 
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environments. In Australia three banks and in India 
one bank initially offered IMB followed by other 
banks that had motives different from those of the 
early adopters (Astley & Fombrum 1983; Scott 1987; 
Oliver 1988). These adopters were then followed by a 
large number of other banks, often under competitive 
pressure rather than from any defined strategy 
(Deephouse 1996; Hannan & Freeman 1977). At this 
stage, banks were found to mimic other banks 
(Galaskiewicz & Wasserman 1989), often in the guise 
of a strategic process (Deephouse 1996; Haunschild 
1997; Srikanti 1997; Fox-Wolgramm et al. 1998), 
leading to industry-wide conformity.  
 
Table 2 summarises the key observations of IMB 
adoption in Australia and India across Tolbert and 
Zucker’s three processes of institutionalisation. 
Please refer to Table 2. 
 

 
 
Similar Adoption Motives in Australia and India 
While the early literature on institutional theory 
(DiMaggio 1983; Deephouse 1996; Fligstein 1996; 
Furubotn 2001) and more recent studies (Lyytinenet 
al. 2009; Rajao & Hayes 2009)demonstrate how 
practice can be adopted over time, there is limited 
empirical evidence of the motives for these 
institutional changes within an industry. Similar 
motives for the adoption of IMB in Australia and 
India such as the intention to be the market leader in 
adoption of IT innovations to gain market entry were 

related to the size of the organisation and its age in 
the banking industry. Smaller and younger banks with 
limited national distribution reach were the first to 
adopt IMB, while large banks with legacy technology 
and smaller regional banks appeared to be motivated 
by competitive pressures. 
 
Organisational Age as a Determinant of 
Innovativeness 
The banks which were first to adopt IMB were small 
in assets and distribution capability, and young in age 
relative to the rest of the banks in the industry. These 
banks were motivated by the need to lead and to 
increase their market share, despite limited resources. 
Technology was the enabler for them to lead the 
industry and increase their businesses. Smaller 
organisations may be more likely to invest in 
alternative strategies for growth and to take risks 
which are strategically targeted to a particular 
consumer base as part of this growth strategy. These 
organsations may identify opportunities faster than 
their larger competitors. This was demonstrated by 
this Australian bank who claimed: ‘Just getting 
internet setup and you know our CIO brought straight 
into it, a couple hundred grand [$200K], didn’t even 
bother going up to the next level, [it was] something 
we needed to deliver’. The Chief Information Officer 
(CIO) was motivated to become a leader in the 
industry with IB.Leadership is vital, irrespective of 
whether the technology diffusion is occurring in a 
developing or developed country. In both 
environments leaders were influenced by experiences 
of success with IB in another bank and were able to 
bring the benefits of this experience to their current 
organisation.  
 
Size of Organisation as a Determinant of 
Innovativeness 
Organisational size (Ramdani et al. 2009) and 
geographic presence emerged as major motivations 
for the adoption of IMB by both Australian and 
Indian banks. This appears to be inversely related to 
financial capacity and the extent of the distribution 
network, as observed by Malhotra and Singh (2007, 
2010) of banks in India which adopted IB. 
Organisations which are young entrants into an 
industry will typically innovate to increase their 
business (Laforet 2008)and take advantage of a new 
channel (Malhotra and Singh 2007), while older 
organisations may have greater inertia in relation to 
the adoption of innovations (Christensen & Raynor 
2003). Hence, the lack of a large distribution network 
(Javier et al. 2007), which inhibits conventional 
business growth. 
 
Technology and Customers as Drivers of 
Innovation 
Ageing technology may force later adopters to 
incorporate innovations or risk customer attrition 
(Yang & Ahmed 2009). Tolbert and Zucker (1996) 
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do not indicate this particular characteristic; however, 
Haunschild and Miner (1997) and Rivkin (2000) 
observe that later adopters of innovations conform to 
the industry norms and follow industry leaders 
(Csaszar & Siggelkow 2010). This study suggests 
that later adopters of IMB may experience 
diminishing returns and in some instances late 
adoption may force organisations to take decisions 
without sufficient strategic analysis (Blaskovich & 
Mintchik 2010).Organisations want to meet the needs 
or demands of their existing customers and industry 
peer pressure (Wang 2007; Beckert 2010) or 
competitive actions (Haveman 1993). As an Indian 
bank remarked, ‘The new private sector banks which 
came without any legacy, they were able to come 
with the latest technology, so that was the 
competition, so competition was one of the main 
drivers’. Organisations were forced to adopt new 
technologies, created by the need to upgrade existing, 
ageing technology.Being forced by customers and 
competition to upgrade their technology, banks may 
find a new way of serving their customers while 
cannabalising their traditional methods of service 
delivery. 
 
Innovation Motivated by Competitive Pressures 
Competitive pressure appears to be a major motivator 
for innovation adoption (Haveman 1993; Shenkar 
2010) and the actions of competitors are likely to 
impact on later adopters.The decision to defer 
innovation may be affected by considerations such as 
few customer requirements. However, over time 
competitive pressure based on an accepted industry 
structure, according to Tolbert and Zucker (1996), 
may motivate organisations (Banstola 2007; Yu 
2008). In the later stage of industry adoption, 
organisations may be forced to accept the innovation, 
albeit not an innovation by this stage. Larger 
organisations may suffer from inertia, which is a view 
contrary to previous research by Bantel and Jackson 
(1989), who indicate that larger organisations have an 
additional resource base for taking greater risks. 
Haveman (1993) suggests that fear of losing 
competitiveness forces organisations to offer the 
innovation despite not having any strategy (Yu 2008), 
as the extent of industry acceptance forces adoption 
(Elsbach 1994). In this instance, customers are likely 
to be older (Banstola 2007) and on the whole content 
with the services, often not demanding new services 
comparable to the services being offered by 
competitors (Wisdom & Goldstone 2011).  
 
Impact of Regulationon Innovation 
Positive regulation and favorable consumer pricing 
may aid consumer uptake of products, potentially 
leading to mass adoption (Rothenberg & 
Zyglidopoulos 2006). The perceived value of IMB to 
consumers and the emerging large number of new 
consumers in India drovea demand for services that 
would meet their needs, and demand ultimately can 

fuel more product development.The development of 
the Financial Inclusion Policy and the IT Act (Sarma 
2008; Sinclair et al. 2009)may be a key aspect in the 
development of IMB in India. As Orru et al. (1991) 
claim, organisations in developing countries look for 
similar regulatory directives to help the introduction 
of innovations (Popp 2009). However, in developed 
countries there appear to be few regulatory pressures 
for introducing innovations despite the suggestion of 
institutional theory (Tolbert & Zucker 1996). 
Regulation enables business growth due to greater 
uptake of products and may be a major motivation for 
organisations to offer new products and services. 
However, according to institutional theorists,adoption 
seems to be a mandate to adopt an innovative 
practice. 
 
Recent Technology Experience Enabling 
Innovation Adoption 
The use of or recent acquaintance with new 
technology seems to positively motivate both 
providers and consumers to adopt innovations 
(Leeladhar 2006; Wessels 2010). Consumer 
awareness of new technology and its perceived 
benefits and the increasing affluence of consumers, 
particularly in developing nations, may increase the 
likelihood of adoption (Beshouri & Gravik 2010). 
However, despite alignment in some aspects, 
institutional theory does not take different contexts 
into account, i.e., developing and developed 
countries. Further, a major limitation of institutional 
theory appears to be that it also does not identify the 
characteristics of each organisation in terms of size, 
geographic presence and financial capability within 
the three phases.The observations arising from this 
research indicate that institutional theory does not 
directly apply to the identification of motives for 
adoption of innovations with reference to 
organisational size, an organisation’s strategic 
motives and a new emerging class of consumers 
specifically, though it is unclear if Tolbert and Zucker 
(1986) considered this aspect as part of the 
motivations for innovation within market forces. 
 
CONCLUSION 
 
This study found that organisations smaller in asset 
size and geographic reach may, in both developed 
and developing countries, be leaders in the 
introduction of innovative solutions to their 
customers. It was observed that smaller organisations 
were keen to adopt new technologies quickly and to 
differentiate themselves from competitors. 
Institutional theory does not differentiate 
organisations by size and hence has not informed the 
difference of adoption of innovation between larger 
and smaller organisations. Further, this study found 
that relatively smaller geographic organisations take 
advantage of IT-enabled innovations to expand 
businesses in newways and may be industry leaders; 
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these organisations either grow existing customers or 
developeda new set of customers who had not 
previously used a similar product or service. It 
appears that institutional theory therefore may not 
offer insights into the relative size or geographic 
reach of organisations and their propensity to 
introduce innovation.  
This research found that organisations in developing 
countries may use technology which they did not 
previously own or use to grow their business, often as 
a result of consumer growth. Hence the availability of 
IT allows organisations to offer services to 
completely new customers. In addition, it was 
observed that institutional theory does not identify 
whether the adoption of innovationsby these smaller 
organisations is for growth or cost reduction, neither 
does the theory differentiate motivations in specific 
terms, although this research indicates that a strong 
growth-based strategy had been adopted by smaller 
organisations. 
 
A key observation of this study is the importance of 
the growth strategy for organisations, particularly 
those which adopted IMB in the habitualisation stage 
of Tolbert and Zucker’s (1986) theory. This study 
identified that institutional theory does not account 
for the new emerging consumer class who appear to 
be major motivators for the adoption of innovations, 
particularly in developing countries. The focus of 
institutional theoryon a developed country appears 
not to consider the fast emerging consumer class 
found in developing nations. This omission may be 
partly becausethe emerging consumer class in 
developing countries has only appeared in recent 
years, due to relatively recent strong economic 
growth,and was not present atthe time institutional 
theory was conceived. This emergence has created a 
new class of consumers who had not previously been 
part of the local or national economy, who for the 
first time had a need for banking services. This 
appears to be major difference in developed 
countries, and appears not to be differentiated by 
Tolbert and Zucker (1986) as this key difference of 
the emerging consumer class appeared to be a major 
motivator to innovation adoption in developing 
countries. It is hence proposed that the emerging 
consumer class be considered as a subset of Tolbert 
and Zuckers (1986) market forces when considering 
the needs of consumers in developing countries. 
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