FREATHELRE ¢ MP TP E YA

R PAISIRAR R B TR 2 ] R WA B IRA
A PR 5

B R G R)

koo B

& % % NSC 95-2416-H-004-054-

$F B 1 95&087 01 P 9607 31
foFE o AERAASRET LS

3
[\
fah
W
~
\;\

& F

=\

FESEAR D ALk Il 3Fg
FALriem gy 4 -fEer s kPR
<4 -fliEeE o gnEls

v

Fe o2 D AP ENE IR RFEMAR 1 ERT 2R A3

PooE R K 9% #1070 18P



2006 NSC Report

The Antecedents of Online Financial Service Adoption: The Impact of Physical Banking
Services on Internet Banking Acceptance

Jyh-Shen Chiou*
College of Commerce
National Chengchi University
Email: jschiou@nccu.edu.tw
Tel: (02) 29393091 ext. 81039
Fax: (02) 29379071



The Antecedents of Online Financial Service Adoption: The Impact of Physical Banking
Services on Internet Banking Acceptance

1. Introduction

Because of the Web’s cost-effectiveness, financial service firms are employing Web
technology to replace or substantially diminish personal interaction in the provision of their
services. However, recent cases show that the use of Web technology in financial services is not
as promising as expected. According to research by the Customer Respect Group, an
international research and consulting firm, one in six American users abandoned Web site
banking, either because they were uncomfortable with its privacy, or because the company’s
business practices were unclear. For those who stay with their online financial service, most of
them are nervous about security [60]. Similar results are found in several other studies regarding
online banking services [5]. For example, based on a survey of 2,000 retail banking customers,
Durkin and O’Donnell [5,32,71] found that although all customers see Internet banking as
important, most of them showed no desire to use e-banking solutions as a substitute for

face-to-face interaction with their bankers.

Past research on consumers’ adoption of online services focused largely on the process and
factors involved when a user adopted the new Web technology (e.g. [27,61,69]). Since more and
more physical firms are extending their service to include online services [35,48,67], the
exchange relationship may involve both the characteristics of real and virtual entities. As stated
by Vatanasombut et al. [67], online companies still have to interact with customers outside the
Web realm, and services at the physical branch will have an impact on online customers.

Howcroft et al. [41] also found that consumers preferred a mix of delivery channels, rather than



relying exclusively on one single channel. Muthitacharoen et al. [57] demonstrated that a
business’s strategy for employing sole online or hybrid channel could influence consumer’s
preference on the choice of channel. Therefore, research which focuses solely on the aspect of
online banking service may neglect the potential interactions and impacts of existing
relationships between physical banks and their customers.

In addition, the scope of literature on customer relationship management has gradually
broadened by focusing not only on customer retention but also on cross-buying behavior [11].
That is, besides considering the duration of a relationship and its association to customer
retention, researchers have begun exploring the breadth of a relationship as reflected in
cross-buying or add-on buying behaviors. Therefore, studying the impact of physical banking
relationship on the adoption of Internet banking may enrich this research stream by providing
insights regarding physical and virtual cross-buying behavior.

In sum, the study intends to explain the reasons for using Internet banking services by
explicitly incorporating the impact of experiences users have had with physical banking services..
More specifically, it intend to establish whether or not trustworthiness and satisfaction with the
physical bank, or specific asset investment in it, will lead to positive impacts on the intention to
accept the bank’s Internet banking services, in addition to the perceived ease of use and
perceived usefulness of the Internet banking service. Three theoretical foundations: transaction
cost analysis (TCA), technology acceptance mode (TAM), and relationship marketing literature
will be applied to develop the research framework. The first theory explains what inhibits the
exchange between two parties; the second one has been largely used to discuss the process of
adopting new technology, and the last one focuses on the importance of trust-building in

exchange relationships. Specific hypotheses will be developed and tested in this study.



2. Conceptual framework and hypotheses

Figure 1 presents a model of consumers’ Internet banking acceptance, incorporating the
impacts from physical banking services. The model integrated constructs from three literature
foundations; these include perceived ease of use and perceived usefulness from TAM, asset
specificity from TCA, and perceived risk, trust, and satisfaction from relationship marketing
literature as antecedents for Internet banking acceptance attitude and intention. In addition to
constructs from TAM, customers’ asset specificity toward the focal physical bank is
hypothesized to influence their attitude and intention to accept the Internet banking service of the
focal bank positively. In addition, overall satisfaction with the physical bank, and the perceived
risk of Internet banking, are predicted to affect the attitude of accepting the focal bank’s Internet
banking positively and negatively. Finally, trust in, and overall satisfaction with, a physical bank
are hypothesized to influence a customer’s willingness to make specific investments in the

physical bank positively.

2.1 Technology acceptance model

TAM is one of the most widely used models in studying the reasons a firm or an individual
accepts new technology. It is based on the theory of reasoned action, proposed by Ajzen and
Fishbein [3], which was concerned with the determinants of consciously intended behaviors [28].
In the model, perceived usefulness and perceived ease of use are related to the attitude toward
acceptance of new technology, which in turn affects acceptance intention, and subsequently
behavior. Perceived ease of use is defined as the degree to which the prospective user expects the
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new technology to be free of effort. Perceived usefulness refers to the prospective user’s
subjective likelihood that the use of the new technology will increase his/her performance [28].
The relationship between attitude and intention represented in TAM implies that, all else being
equal, people form intentions to perform behaviors toward which they have a positive affect.
However, unlike TRA, TAM proposes that ease of use (a belief element in the model) has a
direct effect on behavioral intention.

TAM has been widely tested, with different samples in different situations, and has proved
to be a valid and reliable model explaining new technology system acceptance (e.g.
[1,51,54,66,68]). Mathieson [54] and Dauvis et al. [28] also found that TAM’s ability to explain
attitude toward using an information system is better than TRA, and the theory of Planned
Behavior (TPB). Several Internet banking studies have applied TAM as their theoretical
foundation. Suh and Han’s [64] study supported the hypothesized relationship of TAM, in
addition to the effect of trust. Pikkarainen et al. [61] found that perceived usefulness and the
amount of information have direct and significant effects on Internet banking acceptance.
However, their study didn’t include intention of Internet banking acceptance in their research
model. Wang et al. [69] found that perceived usefulness, perceived ease of use and perceived
credibility have a direct and significant effect on the intention toward using Internet banking.
Perceived ease of use was also found to affect perceived usefulness and perceived credibility in
their model. Based on the above discussion, it is hypothesized that:

Hypothesis 1: Customers’perceived ease of use of Internet banking will positively affect

their perceived usefulness of Internet banking.

Hypothesis 2: Customers ’'perceived ease of use of Internet banking will positively affect
their attitude toward using Internet banking.

Hypothesis 3: Customers’perceived usefulness of Internet banking will positively affect



their attitude toward using Internet banking.

Hypothesis 4: Customers’perceived usefulness of Internet banking will positively
affect their intention toward using Internet banking

Hypothesis 5: Customers’attitude toward using Internet banking will positively

affect their intention to use Internet banking.
2.2 Transaction cost analysis and relationship marketing

TCA focuses on transactions, and the costs attendant on completing transactions by one

institutional mode rather than another [72]. The central claim is that transactions will be handled
in such a way as to minimize the costs involved in carrying them out. According to TCA, one
major attribute of transactions is asset specificity. Asset specificity refers to investments in
physical or human assets that are dedicated to a particular supplier, and whose redeployment
entails considerable switching costs [73]. That is, the idiosyncratic investment made to support a
particular exchange relationship has a higher value to that exchange than it would have if it were
redeployed for any other purpose. Therefore, as asset specificity increases, redeployability
decreases, which increases dependency and the contracting hazard for the parties investing in a
specific asset in the exchange relationship. Asset specificity may have different forms. It can be a
physical asset, monetary asset, knowledge, personal relationship, skills, etc [74].

TCA has been applied mostly to analyze business-to-business relationships [26]. However,
the same scenario happens in the business-to-consumer exchange situation. Take the banking
industries, for example; one can easily find that many consumers will not be interested in new
banking services, because most of them have built strong idiosyncratic assets with their current
banks. These idiosyncratic assets may include procedural learning, award accumulation, and a
personal relationship with the focal bank. The asset of procedural learning refers to the time and

effort associated with the process of initiating a relationship and acquiring new skills or



know-how in order to use a new service [17]. The asset of award accumulation represents the
financial benefits accumulated in being loyal to the focal bank, such as reduced loan interest, or
above-market interest for loyal customers [17].

Finally, the asset of personal relationship is the affective asset associated with the bonds of
identification that have been formed with those with whom the customer interacts [2,17].
Bonding relationships create value and incentive for customers to stay with their focal bank.
Customers will lose all these idiosyncratic assets if they switch to other banks. Therefore, the
higher the idiosyncratic asset a customer invests in a focal bank (such as personal relationship
and procedure learning), the more likely she/he will be to adopt the focal bank’s Internet banking
service rather than does it with new banking provider. The research by Chiou and Shen [19]
found that consumers’ specific asset investment on in an Internet portal exerted a positive impact
on loyalty intention. Their study also demonstrated that consumers’ specific asset investment on
an Internet portal exerted a positive impact on loyalty intention. Thus, it is hypothesized that:

Hypothesis 6: Customers’specific asset investment with the bank will positively affect

their attitude toward using Internet banking.

Hypothesis 7: Customers’specific asset investment with the bank will positively affect

their intention to use Internet banking.

A consumer’s investment of specific assets in a service provider will increase dependency
on the provider and give the provider some control over the consumer [45]. The most prominent
B2B solution offered by transaction cost analysis to safeguard specific asset investments is
vertical integration [73]. However, unlike firms, it is very difficult for a consumer to vertically
integrate the functions provided by the provider. Thus, the specific asset that customers dedicate
to a supplier is common in practice, for example, if a bank provide a special interest rate loan for

their consumers who have good credit or long term transaction relationship on it. This special



treatment may become a considerable asset affecting the satisfied customers who are asking for a
loan from banks, because they will lose the competitive interest rate if switching to other banks.
Therefore, rational customers are more likely to have further business with the company that
they are satisfied to benefit for special reward. In addition to special treatment for retaining the
customers, effective interaction between customers and bank’s employees is prominent factor to
facilitate the transaction successful. This not only increases customer’s satisfaction, but also a
worth asset of personal relationship that satisfied customers are willing to utilize when decide to
have new financial service, because familiar salesperson is more likely to provide rapid response
and comfortable transaction experience [21].

Previous empirical evidences also support that consumers’ satisfaction influenced their
willingness to specific asset investment [19,20]. Therefore, rational consumers will try to avoid
dependency on unsatisfactory relationships by reducing the buildup of asset specificity on the
focal firm. On the other hand, if a consumer is satisfied with a bank, she/he will increase specific
asset investment toward that bank. Therefore:

Hypothesis 8: Customers’overall satisfaction with the physical bank will positively

affect their specific asset investment in the bank.

In addition to its effect on specific asset investment, overall satisfaction also plays a role in
predicting behavioral intention. Satisfied customers are more likely to purchase the same
product/service repeatedly, to resist competitive offers from competitors, and to generate positive
word of mouth [7,14,16,25,75]. More importantly, if a company’s service is reliable, customers
should be more willing to purchase additional services [6,9,75]. Past researches also found that
consumers’ favorable attitude toward existing shopping channel has the positive influence on

their attitude toward using new service method, (e.g. [47,56,63]). Similarly, Bobbit and



Dabholka [12] suggest that consumers’ category-based affect toward using traditional
self-service will raise their attitude toward using Internet shopping. Therefore, if a consumer is
satisfied with the physical bank’s service, she/he will have a better attitude toward the bank’s
other services, such as Internet banking. Thus:

Hypothesis 9: Customers’overall satisfaction in the physical bank will positively

affect their attitude toward using Internet banking.

Trust refers to the belief that another’s promise can be relied on, and that, in unforeseen
circumstances, the other will act in a spirit of goodwill and in a benign way toward the trustor
[30]. Basically, trust has three characteristics: ability, benevolence, and integrity [55]. Ability
refers to whether the trustee has the capability to meet its obligations. Benevolence is the
extra-contractual behavior of a party that enhances the well being of the receiving party. Integrity
means that a trustor believes that a trustee makes agreements in good faith, tells the truth, acts
ethically, and fulfills promises [30,49,64]. Financial service quality is highly ambiguous and
contains intangible inherence. Customers are hard to predict and it’s difficult to monitor the
service provider’s behavior throughout the transaction. Opportunistic activity undertaken by any
party will increase the transaction cost. For example, when a consumer opens a deposit or
checking account, she/he is exposed to potential loss as a result of insecure management or
fraudulent behavior by employees. Rational consumers will try to avoid dependency on
untrustworthy banks by reducing specific asset investments in the bank. On the other hand, a
consumer will increase asset specificity with a provider that is trustworthy.

Hypothesis 10: Customers "trust in the physical bank will positively affect their
specific asset investment with the bank.

Research has long addressed degree of perceived risk as a crucial factor in consumer



behavior [10]. Perceived risk is the nature and amount of risk a consumer perceives in
contemplating a particular consumption decision [24]. When negative outcomes are likely, or
when uncertainty is high, perception of risk increases. One of the most important sources of
perceived risk in Internet business is perceived security. Perceived security can be the risk of
using the Web to transmit sensitive information and a perception of insecurity in interacting with
a focal firm [67].

Trustworthiness in the realm of Internet business is an important factor for e-commerce
success [33,50,65]. Perceived trust of a bank as a whole is predicted to have effects on the
perceived trust of the focal bank’s Internet banking services. A recent study by Girhan-Canli and
Batra [38] provides support for this assertion. In studying the effect of overall corporate image
on product evaluation, they proposed that consumers perceive arguments about certain corporate
dimensions (such as trustworthiness) as more diagnostic for purchasing decision making under
conditions of high-perceived risk. Because relatively more diagnostic information tends to exert
a disproportionate impact on judgment [34], they found that when risk is perceived to be high,
consumers will evaluate a product more favorably in response to a strong (versus a weak)
argument about corporate trustworthiness. Since Internet business involves a high-risk situation,
when considering using the Internet service of a bank, consumers will rely more on the bank’s
overall image of trustworthiness when they make their decision. Therefore, the trustworthy
image of a bank as a whole may reduce the perceived risk of using the focal firm’s Internet
banking services.

The study by Flavian et al. [35] also supports this assertion. In their study regarding the
effect of corporate image on Internet banking, they found that corporate image is a factor that

significantly influences the trust customers place in Internet banking services. Therefore, a



trustworthy image of the physical bank can reduce the perceived risk of using its Internet
services. Therefore, it is hypothesized that:

Hypothesis 11: Customers "trust in the bank will negatively affect their perceived risk of

Internet banking.

Perceived risk is considered as an important factor in explaining barriers to online shopping
[52,67]. As perceived risk increases, consumers engage in different types of risk reduction
activities, such as searching for more information from interpersonal sources, and careful
evaluation of alternatives [31]. Therefore, the intention to adopt a new technology will be
contained [21].

Previous studies suggest that buying by phone or Internet is considered more risky than
buying in real stores, and the perceived risk will affect the possibility that consumer shopping
from online retailers [12,37]. For example, customers have to provide the certain private or
security information for confirmation when being application or log-in online service, which is
more likely to expose them into risk if opportunistic employees or crackers steal and misuse their
data. Akaah et al. [4] addressed that consumers’ attitude toward various forms of marketing
channel varies from the degree of their perceived risk. Forsythe and Shi [36] also found that
perceived risk significantly influences Internet patronage behaviors among Internet browsers.
Liebermann and Stashevsky [52] recorded similar results. In addition, Sathye [62] investigated
the adoption of Internet business by Australian consumers and found that security is one of the
most important obstacles to non-adoption. White and Nteli’s [71] also found that Internet
banking customers regard the security of the bank’s Web site as the most important attribute.
Finally, users are also concerned at the level of security which prevails when they provide

sensitive information [70]. Thus:
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Hypothesis 12: Customers ’perceived risk of Internet banking will negatively affect
their attitude toward using Internet banking.

3. Methodology

3.1 Study objects and samples

Customers of physical banking were the objects for this study. Six trained interviewers were
employed at two major banking districts in a major city in an Asia Pacific country. Data were
collected over a one-week period covering only weekdays. Street intercept surveys were
conducted because respondents were more likely to focus on dimensions that were important to
them in evaluating the service quality provided by service providers. When customers are
contextualized in the environment they are evaluating, they will be more involved with the
content of the questionnaire. One in ten customers coming out of a bank was approached for
personal interviewing. The respondents were asked to give overall evaluations of the bank with
which they most often did business in the previous six months. The questions were followed by
queries regarding the focal bank’s Internet banking service. Customers who had no idea about
Internet banking at all were excluded from the samples. The questionnaire took about 15 minutes
to complete. Altogether, a sample of 207 respondents was obtained. The response rate is around
15%.

Our sampling method was successful in soliciting respondents with varied personal
characteristics. The profile of the respondents shows that they were diverse in age (less than 20
years of age, 4%; 21-30 years of age, 46%; 31-40 years of age, 30%; greater than 41 years of age,
20%). There was also a diversity in education (less than high school diploma, 18%; junior
college, 21%; university or higher 43%); gender (43% male and 57% female); and in personal

income (less than USD$ 6,500, 15%; USD$ 6501~19,000, 49%; USD$ 19,001~32,000, 21%;
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USD$ 32,001 or higher, 11%). In addition, more than 60% of the respondents use the Internet
every day and only 7% of them hardly use the Internet. Finally, about 25% of the respondents

have used the focal bank’s Internet service in the past six months.

3.2 Measurement

All measures for the self-administrated questionnaire as are listed in Table 1. The scales
were either based on previous research, or developed according to Churchill’s [23]
recommendations. Five-point scales, “strongly agree” to ‘“strongly disagree,” were used
throughout the questionnaire. To ensure the bank that respondents thinking are appropriate for
the study context while answering the each group of items, we solicit them to recall the bank that

they indicated as most deal with in the beginning of the questionnaire.

The measures of perceived usefulness, perceived ease of use, attitude toward Internet
banking, and intention toward using Internet banking were adapted from Davis et al. [28] and
Suh and Han [64]. The scales of perceived trust were modified from Suh and Han [64]. The
measures of perceived risk were adapted from Liebermann [52], in that only the dimensions
focusing on risk of Internet security and information misappropriation were included in the
measurement. Overall satisfaction was taken from Oliver [59]. Finally, since asset specificity is
context-relevant, potential measures of asset specificity were developed by following the format
of previous studies [45,46], and consulting experts in the banking industry. A field pre-test was

conducted to finalize the scales.
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The model was tested using the two-step structural equation procedure [8]. First, we
performed a Confirmatory Factor Analysis to evaluate construct validity in the measurement

model, then a full SEM model was estimated to test the hypothesized relationships.

4. Results
4.1 Measurement model

Since all of the measures were multi-items, Confirmatory Factor Analysis (CFA) was
employed to test the adequacy of the measurement model based on the criteria of overall fit,
convergent validity, discriminant validity and reliability. We estimated the proposed

measurement model using Lisrel 8.53. The results reported in Table 1 showed that X 2(499) =

848.91; CFI = 0.96; NNFI = 0.95, both exceeded the recommended .90 threshold levels
[13,42,43]. RMSEA (0.055) was lower than .08 as recommended by Hair et al. [39]. Thus, the
overall fit of the measurement model was within acceptable levels. According to Anderson and
Gerbing [8], convergent validity can be assessed by determining whether each indicator’s
estimated pattern coefficient on its proposed underlying construct is significant (greater than
twice its standard error). An examination of the indicator loadings indicated that all loadings
were significant for its latent construct. Therefore, the convergent validity of the measurement
model was reasonably good. In addition, The Cronbach reliabilities of all constructs were higher
than 0.77, indicating an acceptable reliability [58]. These results exhibited support for the
unidimensionality of the scales.

The most common test of discriminant validity is whether the confidence interval around
the correlation between any two latent constructs does not include 1. Of our eight constructs

tested for each object, no confidence interval reached 1, a result that indicated that discriminant
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validity for both models was achieved. A more conservative test of discriminant validity involves
comparing the ¥ values of models that constrain the phi value to be 1, and testing whether the
constraint causes a significant decrease in fit. In all comparisons, the overall fit of the model was
significantly changed, which again, demonstrated discriminant validity. While the measurement
model holds adequate properties, we then examined the individual hypotheses by performing

LISREL full model estimation.

4.2 Hypothesis testing of structural model

The results of the estimated structural model are depicted in Figure 1. The overall model fit
is similar to the measurement model and surpasses the recommended index. An examination of
the loadings of indicators on their respective latent constructs was highly significant and similar
to the result in the CFA.

The relationships between the constructs were examined using structural coefficients in the
model. The coefficients of hypothesis testing were presented in Table 2. Perceived ease of use
was found to have significant impact on perceived usefulness (y = .52, p < .01) and attitude
toward Internet banking (y = .14, p <.05). Therefore H1 and H2 were supported by the data.

While the hypothesized positive effect of perceived usefulness on attitude toward Internet
banking was supported (y = .69, p < .01), we did not find its significant impacts on intention
toward using Internet banking (y = .01, p > .05). In addition, the relationship between attitude
toward Internet banking and intention toward using Internet banking was statistically significant
(y=.71, p <.01). Therefore Hypothesis 3 and 5 developed from TAM were supported by the data.
However, H4 was not supported.

Specific asset investment not only positively affected customers’ attitude toward Internet
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banking significantly (y = .19, p < .05), but also influenced intention toward using Internet
banking significantly (y= .22, p < .05). Hence, Hypothesis 6 and 7 were supported by the data.
Customers’ satisfaction was found to influence specific asset investment significantly (y= .37, p
< .01). However, its impact on attitude toward Internet banking is not significant (y = -.05, p
> .05). Therefore, Hypothesis 8 was supported, and the data failed to confirm Hypothesis 9.

In addition, perceived trust has a positively significant impact on specific asset investment
(y= .35, p < .01), which provides support for Hypothesis 10. The effect of perceived trust on
perceived risk was found non-significant (y = -.06, p > .05), thus Hypothesis 11 was not
supported by the data. Finally, attitude toward Internet banking was significantly affected by

perceived risk (y = -.14, p <.05). Therefore Hypothesis 12 was supported by the data.

5. Discussion and Implications

The results of this study show that the major antecedent variables in TAM are very
successful in predicting the attitude and intention of Internet banking acceptance. That is,
perceived ease of use and perceived usefulness of Internet banking significantly influence the
attitude of customers towards accepting Internet banking, which, in turn affects the intention of
Internet banking acceptance. Therefore, it is very important that a bank wishing to promote its
Internet banking should educate its customers about the ease of using the Internet to do banking

activities and show them the benefit of using Internet banking.

The results also showed that specific asset investment with an Internet bank exerts an
important role in influencing the attitude and intention of Internet banking acceptance. As

defined, a specific asset is the idiosyncratic investment made to support a particular exchange
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relationship and has a higher value to that exchange than it would have if it were redeployed for
any other purpose. Therefore, the idiosyncratic assets a customer uses to support the exchange
relationship with the physical bank are very important for persuading customers to try its Internet
banking services. Banks wishing to promote their Internet banking services should focus not only
on Internet banking promotion, but should also try to encourage their customers to experience
different aspects of the focal bank’s service, such as credit cards, investment, insurance, loans,
etc, through traditional outlets, and establish personal relationships between the customer and
bank employees. In the process of receiving different services, a customer will have greater
knowledge about the focal bank and create a credit history advantage, and even a personal
relationship with the bank. The more idiosyncratic assets a customer has invested in the focal
bank, the higher the likelihood that the customer will try its Internet banking service. This
finding may explain why banks which only offer an Internet banking service are not doing very
well in the market [2,71].

The study also found that overall satisfaction with, and perceived trust in, the focal bank
exerted positive and significant effects on customers’ willingness to invest specific assets with
the focal bank. Therefore, in order to induce customers to invest specific assets in the bank, the
focal bank has to increase the customer’s overall satisfaction and perceived trust. Without trust in,
and overall satisfaction with, the focal firm, customers will avoid building specific assets with

the bank, and reduce their incentives to use the focal bank’s Internet services.

The results demonstrate that perceived risk of Internet banking is an important barrier for
the attitude toward Internet banking services. This result is consistent with previous research
regarding Internet business. That is, a bank wishing to promote Internet banking should reduce

the customer’s perceived risk of its Internet services to improve the attitude of accepting Internet
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banking. A customer cannot have a positive attitude toward using the Internet banking service if
he/she thinks the Internet banking service presents the risk of exposing personal credit data and

the possibility of banking fraud.

It is somewhat surprising to find that perceived trust of the physical bank cannot reduce the
perceived risk of the focal bank’s Internet banking service. Customers seem to separate trust in
the bank and trust in new technology. As mentioned, one of the most important sources of
perceived risk in Internet business is perceived security, which is the risk in using the Web to
transmit sensitive information, and the perception of insecurity in interacting with the focal bank.
Although customers may believe a bank is trustworthy, they may not trust the whole Internet
security environment. Cho [22] separated perceived risk into two parts as for service provider
and online media. His empirical results indicated that user’s trust in online service provider has
significant impact only on the perceived risk of online service, not for the perceived risk with
online environment. These findings may explain why perceived trust could not reduce the
customers’ perceived risk outside the company. Therefore, it is not enough for a bank just to
educate its customers about the security of their Internet service. The whole banking industry has
to cooperate with the Internet world to devise trustworthy ways of doing banking service through
the Internet. It is time to focus more on the security of the Internet, in addition to technological

advancement.

Finally, the finding of the relationship between perceived usefulness and intention toward
using an Internet bank is non-significant. Previous studies have also found this relationship to be
weak [29,44,53]. Davis et al. [28] demonstrate that the direct influence of perceived usefulness
on users’ intention will be greater when the user has been using the new system for a longer

period of time, because usefulness is a performance measure that takes time, and actual use, to
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assess. Although we excluded those who have no idea about Internet banking in the samples, not
all our respondents were highly involved with Internet banking. This may explain why the
relationship is insignificant in our study. In other words, the mix of respondents with different
Internet banking usage status may offset the effect of perceived usefulness on intention toward
accepting Internet banking.

This study contributed to service research in two ways. First, since more and more physical
firms are extending their service to include online services, the exchange relationship may
involve both the characteristics of real and virtual entities. This study explicitly considers the
potential interactions between internet banking and the existing relationships between physical
banks and their customers. Second, studying the impact of physical banking relationship on the
adoption of Internet banking may enrich the relationship marketing research stream by providing
insights regarding physical and virtual cross-buying behavior.

This study had several limitations. First, the study focused on the major variable from TAM,
TCA, and relationship marketing literature. The research model did not consider other beliefs
(such as perceived playfulness of the Internet banking service and service quality), and
precedents of the major variables. Further research considering these factors could enhance the
understanding of customer acceptance of Internet banking. The second limitation is the
cross-sectional design employed. Cross-sectional data cannot test the proposed causal
relationship in the model vigorously. To provide a stronger inference, the model developed and
tested here could benefit from being tested in a longitudinal design. Third, the model was
empirically tested in a Taiwanese sample. Different societies may have different attitudes toward
new technology. Taiwan is a collectivist and risk-avoidance society [18,40]. Consumers in this

kind of society may be less likely to accept Internet banking. Therefore, more empirical tests of
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the proposed model in other societies are needed.
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TABLE 1 Measurement Model

Constructs Item-Construct Loading  Cronbach’s
Standardized  t-value Alpha
Perceived Trust .84
XYZ bank is trustworthy. 71 --*
I trust the benefits result from the decision made by XYZ bank. 75 9.34
XYZ bank keeps its promises and commitments. a7 9.56
XYZ bank always puts my interests first. .64 8.09
Even without supervising, XYZ bank would do the thing right. .64 8.08
Overall Satisfaction 91
I am happy about my decision to choose XYZ bank. .88 --*
I believe I did the right thing to choose XYZ bank. .88 16.12
Overall, | am satisfied with the decision to choose XY Z bank. .85 15.28
Specific Asset Investment 77
XYZ bank will be my prior consideration If | need other financial products, .64 --*
since it is my correspondent bank.
XYZ bank provides me a rewards program such as bonus of using credit card .62 6.80
and higher credit line.
XYZ bank knows my transaction preference and offers me customized 71 7.47
service.
The reason that | use XYZ is that I am familiar with its employees and .59 6.51
facilities.
XYZ bank has a special meaning to me 51 5.82
Perceived Risk .79
I fell using internet banking still has the risk of incomplete transaction. .36 --*
It is hard to discern the service quality of internet banking. 44 3.99
I do not believe that my personal account can be securely protected through .69 4.68
the online transaction process.
I am afraid that my password will be divulged. .94 4.91
I am afraid that my data will be embezzled. 81 4.85
Peceived Usefulness .92
Using Internet bank improves my financial transactions performance. .88 --*
Using Internet bank enhances my effectiveness on the financial transactions. .89 16.69
Overall, | find the Internet bank useful in my financial transactions. 81 14.12
Using Internet bank makes it easier to do my financial transactions. 81 14.10
Peceived Ease of Use .87
It is easy for me to learn how to use Internet bank. .79 --*
I find it easy to get the Internet bank to do what | want it to do. .68 9.35
My interaction with the Internet bank is clear and understandable.. .84 11.78
Overall, | find the Internet bank easy to use. .78 10.88
Attitude Toward Internet Banking .90
I think that using Internet bank is convenient for me. .83 --*
To me, using Internet bank is smart. .81 13.83
The experience of using Internet bank for me should be very delightful. 77 12.68
I think that using Internet bank is constructive. 75 12.17
Using Internet bank is attractive to me. .80 13.53
Intention Toward Using Internet Banking 81
I will (continue to) use XYZ Internet bank in the future. .82 --*
I will recommend other people to use XYZ Internet bank. 73 10.00
I am willing to spend more time to understand how to efficiently use Internet .50 6.70
bank.

Note: x 2(499)= 848.91; CFl= 0.96; NNFI= 0.95; RMSEA=0.055

*The loading was fixed.
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TABLE 2

Results of the Proposed Model

Standardized

Hypothesis Hypothesis
Causal Path . Structural  t-value .
(Expected Sign) Coefficient Testing

Perceived ease of use — Perceived H1 (+) 52 6.52  Supported

usefulness

Perceived ease of use— Attitude toward H2 (+) 14 2.05  Supported

Internet banking

Perceived usefulness— Attitude toward H3 (+) .69 8.93  Supported

Internet banking

Perceived usefulness— Intention toward H4 (+) .01 0.67 Not

using internet banking supported

Attitude toward Internet banking — H5 (+) 71 5.83  Supported

Intention toward using internet banking

Specific asset investment — Attitude H6 (+) 19 2.15  Supported

toward Internet banking

Specific asset investment — Intention H7 (+) 22 2.97  Supported

toward using internet banking

Satisfaction— Specific asset investment H8 (+) 37 2.65  Supported

Satisfaction — Attitude toward Internet H9 (+) -.05 -0.59 Not

banking supported

Perceived trust — Specific asset H10 (+) .35 2.40  Supported

investment

Perceived trust—Perceived risk H11 (-) -.06 -0.74 Not
supported

Perceived risk— Attitude toward Internet H12 (-) -14 -2.28  Supported

banking

Note: X “s12=883.55, CFI=.96; NNFI=.95
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